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Delaware 54-1719854
(State or Other Jurisdiction of (LR.S. Employer
Incorporation or Organization) Identification No.)
1680 Capital One Drive,
McLean, Virginia 22102
(Address of Principal Executive Offices) (Zip Code)

Registrant s telephone number, including area code: (703) 720-1000
(Former name, former address and former fiscal year, if changed since last report)

(Not applicable)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate website, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer X Accelerated filer
Non-accelerated filer - Smaller reporting company
Indicate by check mark whether the registrant is a Shell Company (as defined in Rule 12b-2 of the Exchange Act) Yes = No x

As of April 30, 2014, there were 571,580,051 shares of the registrant s Common Stock, par value $.01 per share, outstanding.
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PART I FINANCIAL INFORMATION

Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations ( MD&A )

This discussion contains forward-looking statements that are based upon management s current expectations and are subject to significant
uncertainties and changes in circumstances. Please review Forward-Looking Statements for more information on the forward-looking
statements in this Quarterly Report on Form 10-Q ( this Report ). Our actual results may differ materially from those included in these
forward-looking statements due to a variety of factors including, but not limited to, those described in Part Il Item 1A. Risk Factors in this
Report and in  Part I Item 1A. Risk Factors in our 2013 Annual Report on Form 10-K ( 2013 Form 10-K ). Unless otherwise specified,
references to notes to our consolidated financial statements refers to the notes to our unaudited condensed consolidated financial statements as
of March 31, 2014 included in this Report.

Management monitors a variety of key indicators to evaluate our business results and financial condition. The following MD&A is intended to
provide the reader with an understanding of our results of operations, financial condition and liquidity by focusing on changes from year to year
in certain key measures used by management to evaluate performance, such as profitability, growth and credit quality metrics. MD&A is
provided as a supplement to, and should be read in conjunction with, our unaudited condensed consolidated financial statements and related
notes in this Report and the more detailed information contained in our 2013 Form 10-K.

SUMMARY OF SELECTED FINANCIAL DATA

The following table presents selected consolidated financial data from our results of operations for the first quarter of 2014 and 2013, and
selected comparative balance sheet data as of March 31, 2014 and December 31, 2013. We also provide selected key metrics we use in
evaluating our performance. Certain prior period amounts have been reclassified to conform to the current period presentation. The
comparability of our results of operations between reported periods is impacted by the following transactions completed in 2013:

On November 1, 2013, we completed the acquisition of Beech Street Capital, a privately-held, national originator and servicer of Federal
National Mortgage Association ( Fannie Mae ), Federal Home Loan Mortgage Corporation ( Freddie Mac ) and Federal Housing
Administration ( FHA ) multifamily commercial real estate loans.

On September 6, 2013, we completed the sale of the Best Buy private label and co-branded credit card portfolio to Citibank,

N.A ( Portfolio Sale ). Pursuant to the agreement we received $6.4 billion for the net portfolio assets.
In 2012, we completed the acquisitions of (i) substantially all of the assets and assumed liabilities of HSBC s credit card and private-label credit
card business in the United States (other than the HSBC Bank USA, National Association consumer credit card program and certain other
retained assets and liabilities) (the 2012 U.S. card acquisition ); and (ii) substantially all of the ING Direct business in the United States ( ING
Direct ) from ING Groep N.V., ING Bank N.V., ING Direct N.V. and ING Direct Bancorp (the ING Direct acquisition ).
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We use the term  Acquired Loans to refer to a limited portion of the credit card loans acquired in the 2012 U.S. card acquisition and the
substantial majority of consumer and commercial loans acquired in the ING Direct and Chevy Chase Bank, F.S.B. ( CCB ) acquisitions, which
were recorded at fair value at acquisition and subsequently accounted for based on expected cash flows to be collected (under the accounting
standard formerly known as Statement of Position 03-3, Accounting for Certain Loans or Debt Securities Acquired in a Transfer, commonly

referred to as  SOP 03-3 ). The period-end carrying value of acquired loans accounted for subsequent to acquisition based on expected cash flows
to be collected was $27.4 billion and $28.6 billion as of March 31,
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2014 and December 31, 2013, respectively. The difference between the fair value at acquisition and expected cash flows represents the
accretable yield, which is recognized into interest income over the life of the loans. The difference between the contractual payments on the
loans and expected cash flows represents the nonaccretable difference or the amount of principal and interest not considered collectible, which
incorporates future expected credit losses over the life of the loans. Decreases in expected cash flows resulting from further credit deterioration
will generally result in an impairment charge recognized in our provision for credit losses and an increase in the allowance for loan and lease
losses. Charge-offs are not recorded until the expected credit losses within the nonaccretable difference is depleted. In addition, Acquired Loans
are not initially classified as delinquent or nonperforming as we expect to collect our net investment in these loans and the nonaccretable
difference is expected to absorb the majority of the losses associated with these loans. The accounting and classification of these loans may
significantly alter some of our reported credit quality metrics. We therefore supplement certain reported credit quality metrics with metrics
adjusted to exclude the impact of these Acquired Loans. For additional information, see MD&A Credit Risk Profile and Note 4 Loans.

Table 1: Consolidated Financial Highlights (Unaudited)®

Three Months Ended March 31,

(Dollars in millions, except per share data as noted) 2014 2013 Change
Income statement

Net interest income $ 4,350 $ 4,570 5)%
Non-interest income 1,020 981 4
Total net revenue® 5,370 5,551 3)
Provision for credit losses 735 885 a7
Non-interest expense® 2,932 2,991 ?2)
Income from continuing operations before income taxes 1,703 1,675 2
Income tax provision 579 541 7
Income from continuing operations, net of tax 1,124 1,134 (€))]
Income (Loss) from discontinued operations, net of tax 30 (78) 138
Net income 1,154 1,056 9
Dividends and undistributed earnings allocated to participating securities Q) ) g
Preferred stock dividends 13) (13) wk
Net income available to common shareholders $ 1,136 $ 1,038 9%

Common share statistics
Earnings per common share:

Basic earnings per common share $ 199 $ 179 11%
Diluted earnings per common share 1.96 1.77 11
Weighted average common shares outstanding:

Basic 571.0 580.5 )
Diluted 580.3 586.3 1
Dividends per common share. 0.30 0.05 500
Average balances

Loans held for investment® $ 193,722 $ 195,997 1) %
Interest-earning assets 262,659 272,345 @)
Total assets 294,275 303,226 3)
Interest-bearing deposits 184,183 190,612 A3)
Total deposits 205,842 211,555 3)
Borrowings 35,978 41,574 13)
Common equity 42,006 40,027 5
Total stockholders equity 42,859 40,880 5

Table of Contents 8
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(Dollars in millions, except per share data as noted)
Selected performance metrics

Purchase volume®

Total net revenue margin®

Net interest margin”

Net charge-offs

Net charge-off rate®

Net charge-off rate (excluding Acquired Loans)®
Return on average assets!?

Return on average tangible assets!

Return on average common equity(!?

Return on average tangible common equity(!®
Equity-to-assets ratio'4)

Non-interest expense as a % of average loans held for investment!>
Efficiency ratio'®

Effective income tax rate from continuing operations

(Dollars in millions except per share data as noted)

Balance sheet (period end)

Loans held for investment®

Interest-earning assets

Total assets

Interest-bearing deposits

Total deposits

Borrowings

Common equity

Total stockholders equity

Credit quality metrics (period end)

Allowance for loan and lease losses.

Allowance as a % of loans held for investment ( allowance coverage ratio )
Allowance as a % of loans held for investment (excluding Acquired Loans)®
30+ day performing delinquency rate

30+ day performing delinquency rate (excluding Acquired Loans)®
30+ day delinquency rate

30+ day delinquency rate (excluding Acquired Loans)®

Capital ratios”

Common equity Tier 1 capital ratio'®

Tier 1 common ratio'?

Tier 1 risk-based capital ratio®”

Total risk-based capital ratio®V

Tier 1 leverage ratio®?

Tangible common equity ( TCE ) rdfi®

Associates

Full-time equivalent employees (in thousands)

*#% Change is less than one percent or not meaningful.

Table of Contents

Three Months Ended March 31,

2014

$47,434
8.18%
6.62
$ 931
1.92%
2.24
1.53
1.61
10.53
16.83
14.56
6.05
54.60
34.0

March 31,
2014

$ 192,941
259,422
290,500
184,214
208,324

30,118
41,948
42,801

$ 4,098
2.12%
245
2.22
2.59
2.51
2.93

12.98 %
N/A
13.36
15.42
10.42
9.56

41.1

2013

$45,098
8.15%
6.71
$ 1,079
2.20%
2.69
1.50
1.58
11.15
18.69
13.48
6.10
53.88
323

December 31,

$

$

2013

197,199
265,170
296,933
181,880
204,523
40,654
40,779
41,632

4,315
2.19%
2.54
2.63
3.08
2.96
3.46

N/A
12.19%
12.57
14.69
10.06

8.89

42.0

Change

5%
3bps
)
14)%
(28)bps
45)
3
3
(62)
(186)
108
(5)
72
170

Change

(2)%

(2)%

CAPITAL ONE FINANCIAL CORPORATION (COF)
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(1) We adopted ASU 2014-01 Accounting for Investments in Qualified Affordable Housing Projects (Investments in Qualified Affordable Housing Projects) as
of January 1, 2014. As permitted by the guidance, we adopted the proportional amortization method of accounting for Investments in Qualified Affordable
Housing Projects. The proportional amortization method amortizes the cost of the investment over the period in which we will receive tax credits and other
tax benefits, and the resulting amortization is recognized as a component of income tax expense attributable to continuing operations. Historically, these
investments were accounted for under the equity method of accounting and the passive losses related to the investments were recognized within non-interest
expense. See Note 1 Summary of Significant Accounting Policies for additional information. Prior period results and related metrics have been recast to
conform to this presentation.

(@ Total net revenue was reduced by $163 million and $265 million in the first quarter of 2014 and 2013, respectively, for the estimated uncollectible amount of
billed finance charges and fees.

3)  Includes purchased credit card relationship ( PCCR ) intangible amortization of $98 million and $116 million in the first quarter of 2014 and 2013,
respectively, the substantial majority of which is attributable to the 2012 U.S. card acquisition. Also includes core deposit intangible amortization of $36
million and $44 million, and acquisition-related costs of $23 million and $46 million in the first quarter of 2014 and 2013, respectively. These
acquisition-related costs are comprised of transaction costs, legal and other professional or consulting fees, restructuring costs, and integration expense.

@ Loans held for investment includes loans acquired in the CCB, ING Direct and 2012 U.S. card acquisitions. See Note 4 Loans for additional information on
Acquired Loans.

() Consists of credit card purchase transactions, net of returns, for the period for both loans classified as held for investment and loans classified as held for sale.
Excludes cash advance and balance transfer transactions.

(©)  Calculated based on annualized total net revenue for the period divided by average interest-earning assets for the period.

(M Calculated based on annualized net interest income for the period divided by average interest-earning assets for the period.

(®  Calculated based on annualized net charge-offs for the period divided by average loans held for investment for the period.

©)  Calculation of ratio adjusted to exclude Acquired Loans. See  MD&A Business Segment Financial Performance, MD&A Credit Risk Profile and Note 4 Loans
for additional information on the impact of Acquired Loans on our credit quality metrics.

(10)  Calculated based on annualized income from continuing operations, net of tax, for the period divided by average total assets for the period.

(1) Calculated based on annualized income from continuing operations, net of tax, for the period divided by average tangible assets for the period. See

MD&A Supplemental Tables Table A: Reconciliation of Non-GAAP Measures and Calculation of Regulatory Capital Measures for additional information.

(12)  Calculated based on the annualized sum of (i) income from continuing operations, net of tax; (ii) less dividends and undistributed earnings allocated to
participating securities; (iii) less preferred stock dividends, for the period, divided by average common equity. Our calculation of return on average common
equity may not be comparable to similarly titled measures reported by other companies.

(13)  Calculated based on the annualized sum of (i) income from continuing operations, net of tax; (ii) less dividends and undistributed earnings allocated to
participating securities; (iii) less preferred stock dividends, for the period, divided by average tangible common equity. Our calculation of return on average
tangible common equity may not be comparable to similarly titled measures reported by other companies. See  MD&A Supplemental Tables Table A:
Reconciliation of Non-GAAP Measures and Calculation of Regulatory Capital Measures for additional information.

(14) " Calculated based on average stockholders equity for the period divided by average total assets for the period.

(15) Calculated based on annualized non-interest expense for the period divided by average loans held for investment for the period.

(16)  Calculated based on non-interest expense for the period divided by total net revenue for the period.

(17) Beginning on January 1, 2014, we calculate our regulatory capital under Basel III Standardized Approach subject to transition provisions. Prior to January 1,
2014, we calculated regulatory capital under Basel 1.

(18)  Common equity Tier 1 capital ratio is a regulatory capital measure calculated based on Common equity Tier 1 capital divided by risk- weighted assets. See

MD&A Capital Management and MD&A Supplemental Tables Table A: Reconciliation of Non-GAAP Measures and Calculation of Regulatory Capital
Measures for additional information, including the calculation of this ratio.
(19 Tier 1 common capital ratio is a regulatory capital measure calculated based on Tier 1 common equity divided by Basel I risk-weighted assets. See
MD&A Capital Management and MD&A Supplemental Tables Table A: Reconciliation of Non-GAAP Measures and Calculation of Regulatory Capital
Measures for additional information, including the calculation of this ratio.

(20) Tier 1 risk-based capital ratio is a regulatory capital measure calculated based on Tier 1 capital divided by risk-weighted assets. See  MD&A Capital
Management and MD&A Supplemental Tables Table A: Reconciliation of Non-GAAP Measures and Calculation of Regulatory Capital Measures for
additional information, including the calculation of this ratio.

(1) Total risk-based capital ratio is a regulatory capital measure calculated based on total risk-based capital divided by risk-weighted assets. See  MD&A Capital
Management and MD&A Supplemental Tables Table A: Reconciliation of Non-GAAP Measures and Calculation of Regulatory Capital Measures for
additional information, including the calculation of this ratio.

(22) Tier 1 leverage ratio is a regulatory capital measure calculated based on Tier 1 capital divided by average assets, after certain adjustments. See  MD&A Capital
Management and MD&A Supplemental Tables Table A: Reconciliation of Non-GAAP Measures and Calculation of Regulatory Capital Measures for
additional information, including the calculation of this ratio.

(23 TCE ratio is a non-GAAP measure calculated based on tangible common equity divided by tangible assets. See  MD&A Supplemental Tables Table A:
Reconciliation of Non-GAAP Measures and Calculation of Regulatory Capital Measures for the calculation of this measure and reconciliation to the
comparative GAAP measure.
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INTRODUCTION

General

We are a diversified financial services holding company with banking and non-banking subsidiaries. Capital One Financial Corporation and its
subsidiaries (the Company ) offer a broad array of financial products and services to consumers, small businesses and commercial clients through
branches, the internet and other distribution channels. As of March 31, 2014, our principal subsidiaries included:

Capital One Bank (USA), National Association ( COBNA ), which offers credit and debit card products, other lending products and deposit
products; and

Capital One, National Association ( CONA ), which offers a broad spectrum of banking products and financial services to consumers, small
businesses and commercial clients.
The Company is hereafter collectively referredtoas we , us or our. COBNA and CONA are collectively referred to as the Banks. Certain
business terms used in this document are defined in the Glossary and Acronyms and should be read in conjunction with the Consolidated
Financial Statements included in this Report.

We had total loans held for investment of $192.9 billion, deposits of $208.3 billion and stockholders equity of $42.8 billion as of March 31,
2014, compared with total loans held for investment of $197.2 billion, deposits of $204.5 billion and stockholders equity of $41.6 billion as of
December 31, 2013.

Our consolidated total net revenues are derived primarily from lending to consumer and commercial customers net of funding costs associated
with interest on customer deposits, short-term borrowings and long-term debt. We also earn non-interest income which primarily consists of
service charges and other customer related fees, and interchange income net of reward expenses. Our expenses primarily consist of the provision
for credit losses, operating expenses (including associate salaries and benefits, occupancy and equipment costs, professional services,
infrastructure enhancements, branch operations and expansion costs), marketing expenses and income taxes.

Our principal operations are currently organized for management reporting purposes into three primary business segments, which are defined
primarily based on the products and services provided or the type of customer served: Credit Card, Consumer Banking and Commercial
Banking. The operations of acquired businesses have been integrated into our existing business segments. Certain activities that are not part of a
segment, such as management of our corporate investment portfolio and asset/liability management by our centralized Corporate Treasury
group, are included in the Other category.

Credit Card: Consists of our domestic consumer and small business card lending, national closed-end installment lending and the
international card lending businesses in Canada and the United Kingdom.

Consumer Banking: Consists of our branch-based lending and deposit gathering activities for consumers and small businesses, national
deposit gathering, national auto lending and consumer home loan lending and servicing activities.

Commercial Banking: Consists of our lending, deposit gathering and treasury management services to commercial real estate and
commercial and industrial customers. Our commercial and industrial customers typically include companies with annual revenues between
$10 million and $1 billion.

Table of Contents 12
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Table 2 summarizes our business segment results, which we report based on income from continuing operations, net of tax, for the first quarter
of 2014 and 2013 respectively. We provide information on the allocation methodologies used to derive our business segment results in Note
19 Business Segments in our 2013 Form 10-K. We also provide a reconciliation of our total business segment results to our consolidated
generally accepted accounting principles in the U.S. ( U.S. GAAP )resultsin Note 13 Business Segments of this Report.

5 CAPITAL ONE FINANCIAL CORPORATION (COF)
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Table 2: Business Segment Results™

Three Months Ended March 31,

2014 2013
Total Net Net Income Total Net Net Income
Revenue®? (Loss)® Revenue® (Loss)®
% of % of % of % of

(Dollars in millions) Amount Total Amount Total Amount Total Amount Total
Credit Card $3,310 62% $ 668 60% $3,651 66% $ 686 60%
Consumer Banking 1,583 30 330 29 1,659 30 383 34
Commercial Banking® 508 9 137 12 485 8 193 17
Other”’ @y @ (11) ) 44) (4 (128) (11
Total from continuing operations $5,370 100% $ 1,124 100% $5,551 100% $ 1,134 100%

(1) 1In the first quarter of 2014, we adopted the proportional amortization method of accounting for Investments in Qualified Affordable Housing Projects. See
Note 1 Summary of Significant Accounting Policies for additional information. Prior periods have been recast to conform to this presentation.

(@ Total net revenue consists of net interest income and non-interest income.

() Net income for our business segments is reported based on income from continuing operations, net of tax.

@) On investments that generate tax-exempt income tax or tax credits, we make certain reclassifications to our Commercial Banking business results to present
revenues on a taxable-equivalent basis.

() Includes the residual impact of the allocation of certain items, our centralized Corporate Treasury group activities, as well as other items as described in  Note
19 Business Segments in our 2013 Form 10-K.

EXECUTIVE SUMMARY AND BUSINESS OUTLOOK

We reported net income of $1.2 billion ($1.96 per diluted common share) on total net revenue of $5.4 billion for the first quarter of 2014. In
comparison, we reported net income of $1.1 billion ($1.77 per diluted common share) on total net revenue of $5.6 billion for the first quarter of
2013.

Beginning on January 1, 2014, we calculate our regulatory capital under the Basel III Standardized Approach subject to transition provisions.
Our common equity Tier 1 capital ratio, as calculated under the Basel III Standardized Approach, including transition provisions, was 12.98% as
of March 31, 2014. Our Tier 1 common ratio, as calculated under Basel I was 12.19% as of December 31, 2013. These numbers are not directly
comparable.

On March 26, 2014, we announced that our Board of Directors had authorized the repurchase of up to $2.5 billion of shares of our common
stock ( 2014 Stock Repurchase Program ). See Capital Management below for additional information.

In the first quarter of 2014, we adopted the proportional amortization method of accounting for Investments in Qualified Affordable Housing
Projects. These investments are accounted for in our Commercial Banking business and Other segments. Prior period amounts have been recast
to conform to the current period presentation. We provide additional information on the adoption under Accounting Changes and Developments
and Note 1 Summary of Significant Accounting Policies .

Below are additional highlights of our performance in the first quarter of 2014. These highlights generally are based on a comparison between
the results of the first quarter of 2014 and 2013, except as otherwise noted. The changes in our financial condition and credit performance are
generally based on our financial condition and credit performance as of March 31, 2014, compared with our financial condition and credit
performance as of December 31, 2013. We provide a more detailed discussion of our financial performance in the sections following this
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Total Company

Earnings: Our net income increased by $98 million in the first quarter of 2014, or 9%, to $1.2 billion, compared to $1.1 billion for the first
quarter of 2013. Significant drivers of the increase in earnings in the first quarter of 2014 were (i) a decrease in provision for credit losses
due to improved credit outlook; and (ii) pre-tax provision benefit of $33 million (which includes a benefit of $47 million in discontinued
operations and an expense of $14 million for continuing operations) to the provision for mortgage representation and warranty losses
compared to pre-tax provision of $97 million in the first quarter 2013, partially offset by a decrease in net interest income attributable to
lower average interest-earning assets.

Loans Held for Investment: Period-end loans held for investment decreased by $4.3 billion, or 2%, in the first quarter of 2014, to $192.9
billion as of March 31, 2014, from $197.2 billion as of December 31, 2013. The decrease was due to the expected continued run-off in our
acquired home loans portfolio in our Consumer Banking business, seasonal decreases and run-off of certain credit card loans acquired in
the 2012 U.S. card acquisition in our Credit Card business and small-ticket commercial real estate loans in our Commercial Banking
business. This run-off was partially offset by continued strong auto loan originations in our Consumer Banking business, as well as
commercial real estate loan growth in our Commercial Banking business.

Charge-off and Delinquency Statistics: Our net charge-off rate decreased by 28 basis points in the first quarter of 2014 to 1.92%, compared
to 2.20% for the first quarter of 2013. The decrease in our reported net charge-offs and net charge-off rate were largely due to the
improvement in delinquencies and run-off of portfolios with higher credit risk. Our reported 30+ day delinquency rate declined to 2.51%
as of March 31, 2014, from 2.96% as of December 31, 2013, and 2.74% as of March 31, 2013. We provide additional information on our
credit quality metrics below under Business Segment Financial Performance and Credit Risk Profile.

Allowance for Loan and Lease Losses: We reduced our allowance by $217 million to $4.1 billion as of March 31, 2014, from $4.3 billion
as of December 31, 2013. The decrease in the allowance was mainly due to an overall improved credit outlook coupled with improvements
in delinquency inventories. The allowance coverage ratio declined to 2.12% as of March 31, 2014, from 2.19% as of December 31, 2013.

Representation and Warranty Reserve: The aggregate representation and warranty reserves decreased to $1.1 billion as of March 31, 2014,
from $1.2 billion as of December 31, 2013. We recorded a total provision benefit to the provision for mortgage representation and
warranty losses of $33 million (which includes a benefit of $47 million in discontinued operations and an expense of $14 million in
continuing operations) in the first quarter of 2014, which was primarily driven by updated legal assumptions.

Business Segment Financial Performance

Credit Card: Our Credit Card business generated net income from continuing operations of $668 million in the first quarter of 2014,
compared with net income from continuing operations of $686 million in the first quarter of 2013. The decrease in net income was driven
by a decrease in net interest income primarily due to lower average loans held for investment due to the Portfolio Sale, which was partially
offset by a reduction in provision for loan losses. Period-end loans held for investment in our Credit Card business decreased by $5.4
billion to $75.9 billion as of March 31, 2014 from $81.3 billion as of December 31, 2013. The decrease was primarily due to expected
seasonal decreases, as well as the expected continued run-off of certain credit card loans acquired in the 2012 U.S. card acquisition.

Consumer Banking: Our Consumer Banking business generated net income from continuing operations of $330 million in the first quarter
of 2014, compared with net income from continuing operations of $383 million in the first quarter of 2013. The decrease in net income is
primarily attributable to net interest
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margin compression in the Retail Banking and Auto businesses, and the expected continued run-off in our acquired home loans portfolio,
partially offset by growth in auto loans. Period-end loans held for investment in our Consumer Banking business decreased by $35 million
to $70.7 billion as of March 31, 2014, from $70.8 billion as of December 31, 2013, due to the expected continued run-off in our acquired
home loans portfolio which was partially offset by strong auto loan originations.

Commercial Banking: Our Commercial Banking business generated net income from continuing operations of $137 million in the first
quarter of 2014, compared with net income from continuing operations of $193 million in the first quarter of 2013. The decrease in net
income is primarily due to a higher provision for credit losses. We recorded a provision for credit losses of $40 million in the first quarter
of 2014, compared to a benefit of $35 million in the first quarter of 2013. The increase in provision was partially offset by higher revenues
due to growth in commercial real estate and commercial and industrial loans. Period-end loans held for investment in our Commercial
Banking business increased by $1.2 billion, or 3%, to $46.2 billion as of March 31, 2014, from $45.0 billion as of December 31, 2013. The
increase was driven by strong loan originations in the commercial and industrial and commercial real estate businesses, which was
partially offset by the continued run-off of the small-ticket commercial real estate loan portfolio.

Business Outlook

We discuss below our current expectations regarding our total company performance and the performance of each of our business segments over
the near-term based on market conditions, the regulatory environment and our business strategies as of the time we filed this Report. The
statements contained in this section are based on our current expectations regarding our outlook for our financial results and business strategies.
Our expectations take into account, and should be read in conjunction with, our expectations regarding economic trends and analysis of our
business as discussed in PartI Item 1. Business and Partl Item 7. Management s Discussion and Analysis of Financial Condition and Results of
Operations in our 2013 Form 10-K. Certain statements are forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995. Actual results could differ materially from those in our forward-looking statements. Except as otherwise disclosed,
forward-looking statements do not reflect: (i) any change in current dividend or repurchase strategies, (ii) the effect of any acquisitions,
divestitures or similar transactions that have not been previously disclosed, or (iii) any changes in laws, regulations or regulatory interpretations,

in each case after the date as of which such statements are made. See Forward-Looking Statements in this Report for more information on
forward-looking statements included in this Report and Item 1A. Risk Factors in our 2013 Form 10-K for factors that could materially influence
our results.

Total Company Expectations

We expect 2014 pre-provision earnings, excluding non-recurring items, of approximately $10 billion. In addition, we expect modest changes in
the components of pre-provision earnings with higher revenue offsetting higher expenses. We expect card loans run-off of approximately $1
billion and home loans run-off of $5 billion in 2014. Actual results are expected to vary from these expectations within reasonable margins.

We believe our actions have created a well-positioned balance sheet with strong capital and liquidity. The Federal Reserve did not object to our
capital plan submitted on January 6, 2014. Pursuant to the capital plan, we expect to maintain our quarterly dividend of $0.30 per share, subject
to approval by the Board of Directors. In addition, the Board of Directors has authorized the repurchase of up to $2.5 billion in shares of our
common stock through the end of the first quarter of 2015.

The timing and exact amount of any common stock repurchases will depend on various factors, including market conditions, our capital position
and amount of retained earnings. Our share repurchase program does not include specific price targets, may be executed through open market
purchases or privately negotiated transactions, including utilizing Rule 10b5-1 programs, and may be suspended at any time. See MD&A Capital
Management Capital Planning and Regulatory Stress Testing for more information.
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Business Segment Expectations

Credit Card: We expect to return to year-over-year growth in Domestic Card in the second half of 2014, despite continuing run-off and other
strategic choices we have made. We expect that our focus on resilience and strong credit risk underwriting will drive strong credit results, with
normal seasonal patterns. Overall, we believe that our Domestic Card business continues to be well-positioned and will continue to deliver
strong, sustainable and resilient returns and generate capital on a strong trajectory.

Consumer Banking: In our Consumer Banking business, we expect Auto credit losses will gradually increase from the historic lows of the past
few years and Auto revenues, margins, and returns will decline, but remain resilient and within ranges that support an attractive business. In
addition, we expect the impacts of the prolonged low interest rate environment to continue to pressure the economics of our Retail deposit
businesses even if rates rise in 2014.

Commercial Banking: In our Commercial Banking business, we expect strong credit performance to continue in 2014. While increasing
competition, particularly in generic middle-market lending, may continue to impact the pricing and volume of our new loan originations, we
continue to expect our focused and specialized approach to deliver strong results in 2014.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of financial statements in accordance with U.S. GAAP requires management to make a number of judgments, estimates and
assumptions that affect the reported amount of assets, liabilities, income and expenses in the consolidated financial statements. Understanding
our accounting policies and the extent to which we use management judgment and estimates in applying these policies is integral to
understanding our financial statements. We provide a summary of our significant accounting policies under Note 1 Summary of Significant
Accounting Policies in our 2013 Form 10-K.

We have identified the following accounting policies as critical because they require significant judgments and assumptions about highly
complex and inherently uncertain matters and the use of reasonably different estimates and assumptions could have a material impact on our
reported results of operations or financial condition. These critical accounting policies govern:

Loan loss reserves

Asset impairment

Fair value of financial instruments

Representation and warranty reserves

Customer rewards reserves

Income taxes
We evaluate our critical accounting estimates and judgments on an ongoing basis and update them, as necessary, based on changing conditions.
Management has discussed our critical accounting policies and estimates with the Audit Committee of the Board of Directors.

We provide additional information on our critical accounting policies and estimates under MD&A Critical Accounting Policies and Estimates in
our 2013 Form 10-K.
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ACCOUNTING CHANGES AND DEVELOPMENTS

Accounting for Investments in Qualified Affordable Housing Projects

In January 2014, the FASB issued guidance permitting an entity to account for investments in qualified affordable housing projects using the
proportional amortization method, if certain criteria are met. The proportional method amortizes the cost of the investment over the period in
which the investor expects to receive tax credits and other tax benefits, and the resulting amortization is recognized as a component of income
taxes attributable to continuing operations. Historically, these investments were under the equity method of accounting and the passive losses
related to the investments were recognized within non-interest expense. Prior period results and related metrics have been recast. See Note

1 Summary of Significant Accounting Policies for more information.

CONSOLIDATED RESULTS OF OPERATIONS

The section below provides a comparative discussion of our consolidated financial performance for the first quarter of 2014 and 2013. Following
this section, we provide a discussion of our business segment results. You should read this section together with our Executive Summary and
Business Outlook, where we discuss trends and other factors that we expect will affect our future results of operations.

Net Interest Income

Net interest income represents the difference between the interest income and applicable fees earned on our interest-earning assets, which
include loans and investment securities, and the interest expense on our interest-bearing liabilities, which include interest-bearing deposits,
senior and subordinated notes, securitized debt obligations and other borrowings. We include in interest income any past due fees on loans that
we deem collectible. Our net interest margin based on our consolidated results represents the difference between the yield on our interest-earning
assets and the cost of our interest-bearing liabilities, including the notional impact of non-interest bearing funding. We expect net interest income
and our net interest margin to fluctuate based on changes in interest rates and changes in the amount and composition of our interest-earning
assets and interest-bearing liabilities.
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Table 3 below presents, for each major category of our interest-earning assets and interest-bearing liabilities, the average outstanding balances,
interest income earned, interest expense incurred, average yield and rate for the first quarter of 2014 and 2013.

Table 3: Average Balances, Net Interest Income and Net Interest Yield®

(Dollars in millions)
Assets:
Interest-earning assets:
Credit card:

Domestic
International

Credit card
Consumer banking
Commercial banking
Other

Total loans, including loans held for sale
Investment securities®
Cash equivalents and other interest-earning assets

Total interest-earning assets

Cash and due from banks
Allowance for loan and lease losses
Premises and equipment, net

Other assets

Total assets

Liabilities and stockholders equity:
Interest-bearing liabilities:

Deposits

Securitized debt obligations

Senior and subordinated notes
Other borrowings

Total interest-bearing liabilities

Non-interest bearing deposits
Other liabilities

Total liabilities
Stockholders equity

Total liabilities and stockholders equity

Net interest income/spread

Table of Contents

Average
Balance

$ 69,800
7,690

77,490
70,836
45,561

133

194,020
62,124
6,515

$ 262,659
2,881
(4,306)
3,838
29,203

$ 294,275

$ 184,183
10,418
14,162
11,398

$ 220,161

21,659
9,596

251,416
42,859

$ 294,275

Three Months Ended March 31,

2014

Interest

Income/
Expense®3)

$ 2478
319

2,797
1,094
395
21

4,307
416
30

$ 4753

$ 276
38
77
12

$ 403

$ 4350

Yield/
Rate

14.20%
16.59

14.44
6.18
347

63.16

8.88
2.68
1.84

7.24%

0.60 %
1.46
217
0.42

0.73 %

6.51%

Average
Balance

$ 78,985
8,238

87,223
74,456
38,579

183

200,441
64,798
7,106

$ 272,345
2,642
(4,954)
3,682
29,511

$ 303,226

$190,612
11,758
11,984
17,832

$ 232,186

20,943
9,217

262,346
40,880

$ 303,226

2013

Interest

Income/
Expense®3)

$ 2816
329

3,145
1,102
377
25

4,649
374
28

$ 5,051

$ 326
56
82
17

$ 481

$ 4,570

Yield/
Rate

14.26%
15.97

14.42
592
391

54.64

9.28
231
1.58

7.42%

0.68%
1.91
2.74
0.38

0.83%

6.59%

20
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Impact of non-interest bearing funding 0.11 0.12

Net interest margin 6.62% 6.71%

(I In the first quarter of 2014, we adopted the proportional amortization method of accounting for Investments in Qualified Affordable Housing Projects. See
Note 1 Summary of Significant Accounting Policies for additional information. Prior periods have been recast to conform to this presentation.
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(@ Past due fees included in interest income totaled approximately $359 million and $480 million in the first quarter of 2014 and 2013, respectively.

() Interest income and interest expense and the calculation of average yields on interest-earning assets and average rates on interest-bearing liabilities include the
impact of hedge accounting.

@) Prior to the second quarter of 2013, average balances for investment securities were calculated based on fair value amounts. Effective in the second quarter of
2013, average balances are calculated based on the amortized cost of investment securities. The impact of this change on prior period yields is not material.

Net interest income of $4.4 billion in the first quarter of 2014 decreased by $220 million, or 5%, from the first quarter of 2013, primarily driven

by decrease in average interest-earning assets and past due fees, partially offset by higher yields in investment securities and lower funding

COsts.

Average Interest-Earning Assets: The decrease in average interest-earning assets in the first quarter of 2014 compared to the first quarter of
2013 was driven by lower loan balances. The decrease in average loan balances is due to the Portfolio Sale in the third quarter of 2013, the
continued expected run-off in our acquired home loans portfolio, within our Consumer Banking business and the expected continued
run-off of receivables acquired in the 2012 U.S. card acquisition, which was partially offset by continued strong growth in commercial and
auto loans. The decrease in average investment securities was due to sales and paydowns outpacing purchases.

Net Interest Margin: The decrease in our net interest margin in the first quarter of 2014 compared to the first quarter of 2013 is primarily
due to lower yield on our commercial loan portfolio, which was partially offset by a reduction in our cost of funds. Our lowered cost of
funds reflects the benefit from the mix of our funding in lower cost consumer and commercial banking deposits.
Table 4 displays the change in our net interest income between periods and the extent to which the variance is attributable to: (i) changes in the
volume of our interest-earning assets and interest-bearing liabilities or (ii) changes in the interest rates related to these assets and liabilities.

Table 4: Rate/Volume Analysis of Net Interest Income™®

Three Months Ended March 31,

2014 vs. 2013

Total
(Dollars in millions) Variance Volume Rate
Interest income:
Loans:
Credit card $ (348) $ (351) $ 3
Consumer banking (8) (54 46
Commercial banking 18 61 43)
Other )] @) 3
Total loans, including loans held for sale (342) (351) 9
Investment securities 42 as) 57
Cash equivalents and other interest-earning assets 2 2) 4
Total interest income (298) (368) 70
Interest expense:
Deposits (50) (11) 39)
Securitized debt obligations (18) 6) 12)
Senior and subordinated notes 5) 12 a7)
Other borrowings Q) 6) 1
Total interest expense (78) a1 67)
Net interest income $ (220) $ (357 $ 137
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(1) We calculate the change in interest income and interest expense separately for each item. The portion of interest income or interest expense attributable to
both volume and rate is allocated proportionately when the calculation results in a positive value. When the portion of interest income or interest expense
attributable to both volume and rate results in a negative value, the total amount is allocated to volume or rate, depending on which amount is positive.

Non-Interest Income

Non-interest income primarily consists of service charges and other customer-related fees, interchange income (net of rewards expense), and
other non-interest income. Other non-interest income includes the pre-tax provision for mortgage representation and warranty related to
continuing operations. It also includes gains and losses from the sale of investment securities, gains and losses on derivatives not accounted for
in hedge accounting relationships, as well as hedge ineffectiveness, which we generally do not allocate to our business segments because they
relate to centralized asset/liability and market risk management activities undertaken by our Corporate Treasury group.

Table 5 displays the components of non-interest income for the first quarter of 2014 and 2013.

Table 5: Non-Interest Income

Three Months Ended March 31,

(Dollars in millions) 2014 2013
Service charges and other customer-related fees $ 474 $ 550
Interchange fees, net 440 445
Net other-than-temporary impairment Q) 25)
Other non-interest income:

(Expense) benefit for mortgage representation and warranty" 14) 9
Net gains from the sale of investment securities 13 2
Net fair value gains (losses) on free-standing derivatives® 13 5)
Other 99 5
Total other non-interest income 111 11
Total non-interest income $ 1,020 $ 981

(1) We recorded a total pre-tax provision benefit of $33 million (which includes a benefit of $47 million in discontinued operations and an expense of $14 million
in continuing operations), and a total pre-tax provision of $97 million related to mortgage representation and warranty losses in the first quarter of 2014 and
2013, respectively.

(@ Excludes changes in cumulative credit risk valuation adjustments related to derivatives in a gain position. Credit risk valuation adjustments for derivative
assets totaled $7 million as of both of March 31, 2014 and December 31, 2013. See Note 9 Derivative Instruments and Hedging Activities for additional
information.

Non-interest income of $1.0 billion in the first quarter of 2014, increased by $39 million, or 4%, from $981 million in the first quarter of 2013.
The main drivers were (i) a loss related to a debt exchange in 2013 which did not recur in 2014 and (ii) a reduction in net OTTI losses
attributable to improved credit outlook. These were partially offset by (i) a reduction in service and customer-related fees related to the
continued run-off of certain credit card loans and (ii) a provision for representation and warranty recorded in continuing operations in the first
quarter of 2014 compared to a benefit in the first quarter of 2013.

Provision for Credit Losses

Our provision for credit losses in each period is driven by charge-offs, changes to the allowance for loan and lease losses, and changes to the
reserve for unfunded lending commitments. We recorded a provision for credit losses of $735 million in the first quarter of 2014, compared with
$885 million in the first quarter of 2013.

The decrease in the provision for credit losses of $150 million in the first quarter of 2014 from the first quarter of 2013 was driven by lower
charge-offs attributable to credit improvement of the underlying loan portfolio.
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We provide additional information on the provision for credit losses and changes in the allowance for loan and lease losses under the Credit Risk
Profile Summary of Allowance for Loan and Lease Losses, Note 4 Loans and Note 5 Allowance for Loan and Lease Losses. For information on
the allowance methodology for each of our loan categories, see Note 1 Summary of Significant Accounting Policies in our 2013 Form 10-K.

Non-Interest Expense

Non-interest expense consists of ongoing operating costs, such as salaries and associate benefits, occupancy and equipment costs, professional
services, communications and data processing technology expenses and other miscellaneous expenses. Non-interest expense also includes
marketing costs, merger-related expense and amortization of intangibles. Table 6 displays the components of non-interest expense for the first
quarter of 2014 and 2013.

Table 6: Non-Interest Expense’®

Three Months Ended March 31,

(Dollars in millions) 2014 2013
Salaries and associate benefits $ 1,161 $ 1,095
Occupancy and equipment 405 357
Marketing 325 317
Professional services 287 322
Communications and data processing 196 216
Amortization of intangibles 143 177
Other non-interest expense:

Collections 99 129
Fraud losses 73 52
Bankcard, regulatory and other fee assessments 113 138
Other 130 188
Other non-interest expense 415 507
Total non-interest expense $ 2,932 $ 2991

(1) 1In the first quarter of 2014, we adopted the proportional amortization method of accounting for Investments in Qualified Affordable Housing Projects. See
Note 1 Summary of Significant Accounting Policies for additional information. Prior periods have been recast to conform to this presentation.

@ Includes acquisition-related costs of $23 million and $46 million in the first quarter of 2014 and 2013, respectively. These amounts are comprised of
transaction costs, legal and other professional or consulting fees, restructuring costs, and integration expense.

Non-interest expense of $2.9 billion in the first quarter of 2014, decreased by $59 million, or 2%, from the first quarter of 2013. The decrease

reflects a reduction in acquisition-related costs and a decrease in amortization of intangibles attributable to the 2012 U.S card acquisition. These

were partially offset by (i) higher operating expenses attributable to growth in our auto loan portfolio; (ii) the change to include auto

repossession-related expenses as a component of operating expenses, prior to January 1, 2014 these costs were reported as a component of net

charge-offs; and (iii) the growth in Commercial banking business.

Income Taxes

We recorded an income tax provision of $579 million (34.0% effective income tax rate) in the first quarter of 2014, compared to an income tax
provision of $541 million (32.3% effective income tax rate) in the first quarter of 2013.

The increase in our effective income tax rate in the first quarter of 2014, from the first quarter of 2013 was primarily attributable to $28 million
in discrete tax expense recorded in the first quarter of 2014 for certain state

Table of Contents 26



Table of Contents

Edgar Filing: CAPITAL ONE FINANCIAL CORP - Form 10-Q

14 CAPITAL ONE FINANCIAL CORPORATION (COF)

27



Edgar Filing: CAPITAL ONE FINANCIAL CORP - Form 10-Q

Table of Conten

tax law changes that required a reduction of deferred tax assets and adjustments for the resolution of certain tax issues and audits. In comparison,
we recorded $6 million in net discrete tax benefits in the first quarter of 2013 for the adjustment of prior taxes paid, certain state tax rate
reductions, and the resolution of certain tax issues and audits.

Our effective income tax rate, excluding the impact of discrete tax items discussed above, was 32.4%, and 32.7% in the first quarter of 2014 and
2013, respectively. The decrease in the effective tax rate excluding discrete items was primarily due to the impact of increased amounts of tax
credits and tax exempt income in the first quarter of 2014, over the first quarter of 2013.

We provide additional information on items affecting our income taxes and effective tax rate in our 2013 Form 10-K in Note 17 Income Taxes.
Income/Loss from Discontinued Operations, Net of Tax

Income/Loss from discontinued operations reflects ongoing costs, which primarily consist of mortgage loan repurchase representation and
warranty charges related to the mortgage origination operations of GreenPoint s wholesale mortgage banking unit that we closed in 2007.

Income from discontinued operations, net of tax, was $30 million as of the first quarter of 2014, compared to a loss of $78 million in the first
quarter of 2013. We recorded a total pre-tax release of the mortgage representation and warranty reserve of $47 million ($30 million after taxes)
and a pre-tax provision of $107 million ($67 million after taxes) in discontinued operations in the first quarter of 2014 and 2013, respectively.

We provide additional information on the provision for mortgage representation and warranty losses and the related reserve for potential
representation and warranty claims in Consolidated Balance Sheets Analysis Potential Mortgage Representation and Warranty Liabilities and
Note 14 Commitments, Contingencies, Guarantees, and Others.

BUSINESS SEGMENT FINANCIAL PERFORMANCE

Our principal operations are currently organized into three major business segments, which are defined based on the products and services
provided or the type of customer served: Credit Card, Consumer Banking and Commercial Banking. The operations of acquired businesses have
been integrated into our existing business segments. Certain activities that are not part of a segment, such as management of our corporate
investment portfolio and asset/liability management by our centralized Corporate Treasury group, are included in the Other category.

The results of our individual businesses, which we report on a continuing operations basis, reflect the manner in which management evaluates
performance and makes decisions about funding our operations and allocating resources. We provide additional information on the allocation
methodologies used to derive our business segment results in Note 19 Business Segments in our 2013 Form 10-K.

We refer to the business segment results derived from our internal management accounting and reporting process as our managed presentation,
which differs in some cases from our reported results prepared based on U.S. GAAP. There is no comprehensive authoritative body of guidance
for management accounting equivalent to U.S. GAAP; therefore, the managed presentation of our business segment results may not be
comparable to similar information provided by other financial service companies. In addition, our individual business segment results should not
be used as a substitute for comparable results determined in accordance with U.S. GAAP.
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Below we summarize our business segment results for the first quarter of 2014 and 2013 and provide a comparative discussion of these results.
We also discuss changes in our financial condition and credit performance statistics as of March 31, 2014, compared with December 31, 2013.
We provide a reconciliation of our total business segment results to our reported consolidated results in Note 13 Business Segments. We also
provide information on the outlook for each of our business segments as described above under Executive Summary and Business Outlook.

Credit Card Business

The primary sources of revenue for our Credit Card business are interest income, fees collected from customers and interchange fees. Expenses
primarily consist of the provision for credit losses, operating costs such as salaries and associate benefits, occupancy and equipment,
professional services, communications and data processing technology expenses, as well as marketing expenses. Rewards costs are generally
netted against interchange fees.

Net income from continuing operations in our Credit Card business decreased by $18 million, or 3%, to $668 million in the first quarter of 2014,
from $686 million in the first quarter of 2013.

Table 7 summarizes the financial results of our Credit Card business, which is comprised of Domestic Card, including installment loans, and
International Card, and displays selected key metrics for the periods indicated.

Table 7: Credit Card Business Results

Three Months Ended March 31,

(Dollars in millions) 2014 2013 Change
Selected income statement data:

Net interest income $ 2,525 $ 2,830 11) %
Non-interest income 785 821 4)
Total net revenue! 3,310 3,651 9)
Provision for credit losses 558 743 25)
Non-interest expense 1,726 1,848 7
Income from continuing operations before income taxes 1,026 1,060 3)
Income tax provision 358 374 4)
Income from continuing operations, net of tax $ 668 $ 686 3)%

Selected performance metrics:

Average loans held for investment® $ 77,502 $ 82952 (7) %
Average yield on loans held for investment® 14.43% 15.16% (73)bps
Total net revenue margin® 17.08 17.61 (53)
Net charge-offs $ 780 $ 922 15)%
Net charge-off rate 4.02% 4.45% (43)bps
Card loan premium amortization and other intangible accretion® $ 37 $ 57 35)%
PCCR intangible amortization 98 116 (16)
Purchase volume® 47,434 45,098 5
March 31, December 31,
(Dollars in millions) 2014 2013 Change
Selected period-end data:
Loans held for investment® $ 75,850 $ 81,305 (7) %
30+ day performing delinquency rate 3.08% 3.46% (38)bps
30+ day delinquency rate 3.16 3.54 (38)
Nonperforming loan rate” 0.11 0.11 *E
Allowance for loan and lease losses $ 2,984 $ 3,214 (7) %
Allowance coverage ratio® 3.93% 3.95% (2)bps
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@)

3)

[C))

(&)
(6)
(@)

®)

Change is less than one percent or not meaningful.

We recognize billed finance charges and fee income on open-ended loans in accordance with the contractual provisions of the credit arrangements and
estimate the uncollectible amount on a quarterly basis. The estimated uncollectible amount of billed finance charges and fees is reflected as a reduction in
revenue and is not included in our net charge-offs. Total net revenue was reduced by $163 million and $265 million in the first quarter of 2014 and 2013,
respectively, for the estimated uncollectible amount of billed finance charges and fees. The finance charge and fee reserve totaled $174 million and $190
million as of March 31, 2014 and December 31, 2013, respectively.

Credit card period-end loans held for investment and average loans held for investment include accrued finance charges and fees, net of the estimated
uncollectible amount.

Calculated by dividing annualized interest income for the period by average loans held for investment during the period for the specified loan category.
Annualized interest income also includes interest income on loans held for sale. The transfer of Best Buy loan portfolio from loans held for investment to
loans held for sale resulted in an increase in the average yield for the Total Credit Card business of 97 basis points in the first quarter of 2013.

Calculated by dividing annualized total net revenue for the period by average loans held for investment during the period for the specified loan category.
Annualized interest income also includes interest income on loans held for sale. The transfer of Best Buy loan portfolio from loans held for investment to
loans held for sale resulted in an increase in the net revenue margin for the Total Credit Card business of 112 basis points in the first quarter of 2013.
Represents the net reduction in interest income attributable to the amortization of premiums on purchased loans accounted for based on contractual cash flows
and the accretion of other intangibles associated with the 2012 U.S. card acquisition.

Consists of credit card purchase transactions, net of returns for the period for both loans classified as held for investment and loans classified as held for sale.
Excludes cash advance and balance transfer transactions.

Calculated by dividing nonperforming loans as of the end of the period by period-end loans held for investment. Nonperforming credit card loans generally
include International Card loans that are 90 or 120 days delinquent.

Calculated by dividing the allowance for loan and lease losses as of the end of the period by period-end loans held for investment.

Key factors affecting the results of our Credit Card business for the first quarter of 2014, compared with the first quarter of 2013, and changes in
financial condition and credit performance between March 31, 2014 and December 31, 2013 include the following:

Net Interest Income: Net interest income decreased by $305 million, or 11%, in the first quarter of 2014, to $2.5 billion from $2.8 billion in
the first quarter of 2013. The decrease in net interest income is primarily driven by (i) the decrease in average loans held for investment
due to the Portfolio Sale in 2013 and the expected continued run-off of certain credit card loans acquired in the 2012 U.S. card acquisition
and (ii) the decrease in past due fees is attributable to the Portfolio Sale in 2013 and the expected continued run-off of certain credit card
loans acquired in the 2012 U.S. card acquisition.

Non-Interest Income: Non-interest income decreased by $36 million, or 4%, in the first quarter of 2014, to $785 million from $821 million
in the first quarter of 2013. The decrease was primarily driven by a smaller portfolio, resulting in a reduction in customer fees.

Provision for Credit Losses: The provision for credit losses related to our Credit Card business decreased by $185 million, or 25%, to $558
million in the first quarter of 2014, from $743 million in the first quarter of 2013. The decrease was driven by lower charge-offs
attributable to credit improvement of the underlying loan portfolio in the first quarter of 2014.

Non-Interest Expense: Non-interest expense decreased by $122 million, or 7%, in the first quarter of 2014, to $1.7 billion from $1.8 billion
in the first quarter of 2013. The decrease was largely due to lower acquisition-related costs and lower operating expenses due to the
Portfolio Sale, as well as operating efficiencies. This includes PCCR intangible amortization of $98 million in the first quarter of 2014,
compared with $116 million in the first quarter of 2013.

Loans Held for Investment: Period-end loans held for investment in our Credit Card business decreased by $5.4 billion, or 7%, to $75.9
billion as of March 31, 2014, from $81.3 billion as of December 31, 2013. The decrease was due to expected seasonal decreases, as well as
the expected continued run-off of certain credit card loans acquired in the 2012 U.S. card acquisition.

Charge-off and Delinquency Statistics: Our reported net charge-off rate decreased to 4.02% in the first quarter of 2014, from 4.45% in the
first quarter of 2013. The decrease were largely due to continued economic improvement, portfolio seasoning, and run-off of certain credit
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card loans acquired in the 2012 U.S. card acquisition. The 30+ day delinquency rate decreased to 3.16% as of March 31, 2014, from 3.54%
as of December 31, 2013.
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Domestic Card Business

Domestic Card generated net income from continuing operations of $595 million in the first quarter of 2014, a decrease of $49 million, or 8%,
compared with net income from continuing operations of $644 million in the first quarter of 2013. Domestic Card accounted for 89% of total net
revenues for our Credit Card business in the first quarter of 2014, compared with 90% in the first quarter of 2013.

Table 7.1 summarizes the financial results for Domestic Card and displays selected key metrics for the periods indicated.

Table 7.1: Domestic Card Business Results

Three Months Ended March 31,

(Dollars in millions) 2014 2013 Change
Selected income statement data:

Net interest income $ 2,255 $ 2,556 (12)%
Non-interest income 702 724 3)
Total net revenue 2,957 3,280 (10)
Provision for credit losses 486 647 25)
Non-interest expense 1,545 1,633 (5)
Income from continuing operations before income taxes 926 1,000 (7)
Income tax provision 331 356 7
Income from continuing operations, net of tax $ 595 $ 644 8)%

Selected performance metrics:

Average loans held for investment" $ 69,810 $ 74,714 )%
Average yield on loans held for investment® 14.19% 15.07% (88)bps
Total net revenue margin® 16.94 17.56 (62)
Net charge-offs $ 700 $ 827 15)%
Net charge-off rate 4.01% 4.43% (42)bps
Card loan premium amortization and other intangible accretion® $ 37 $ 57 35)%
PCCR intangible amortization 98 116 (16)
Purchase volume® 44,139 41,831 6
March 31, December 31,
(Dollars in millions) 2014 2013 Change
Selected period-end data:
Loans held for investment(" $ 68,275 $ 73,255 (7) %
30+ day delinquency rate 3.02% 3.43% (41)bps
Allowance for loan and lease losses $ 2,622 $ 2,836 (8)%
Allowance coverage ratio® 3.84% 3.87% (3)bps

(1) Credit card period-end loans held for investment and average loans held for investment include accrued finance charges and fees, net of the estimated
uncollectible amount.

(2 Calculated by dividing annualized interest income for the period by average loans held for investment during the period for the specified loan category.
Annualized interest income includes interest income on loans held for sale. The transfer of Best Buy loan portfolio from loans held for investment to loans
held for sale resulted in an increase in the average yield for the Domestic Card business of 107 basis points in the first quarter of 2013.

(3 Calculated by dividing annualized total net revenue for the period by average loans held for investment during the period. Annualized interest income
includes interest income on loans held for sale. The transfer of Best Buy loan portfolio from loans held for investment to loans held for sale resulted in an
increase in the net revenue margin for the Domestic Card business of 123 basis points in the first quarter of 2013.

() Represents the net reduction in interest income attributable to the amortization of premiums on purchased loans accounted for based on contractual cash flows

and the accretion of other intangibles associated with the 2012 U.S. card acquisition.
(5)
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Consists of domestic card purchase transactions, net of returns, for the period for both loans classified as held for investment and loans classified as held for
sale. Excludes cash advance and balance transfer transactions.
Calculated by dividing the allowance for loan and lease losses as of the end of the period by period-end loans held for investment.
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Because our Domestic Card business accounts for the substantial majority of our Credit Card business, the key factors driving the results for this
division are similar to the key factors affecting our total Credit Card business. The primary drivers of the decline in net income for our Domestic
Card business in the first quarter of 2014, compared with the first quarter of 2013 were declines in revenue primarily driven by the decrease in
average loans held for investment due to the Portfolio Sale in 2013, partially offset by lower provision for loan and lease losses, and operating
expenses associated with the reduction in the portfolio size.

The decrease in period-end loans held for investment was due to the expected seasonal decreases and continued run-off of certain credit card
loans acquired in the 2012 U.S. card acquisition.

International Card Business

International Card generated net income from continuing operations of $73 million in the first quarter of 2014, an increase of $31 million, or
74%, compared with net income from continuing operations of $42 million in the first quarter of 2013. International Card accounted for 11% of
total net revenues for our Credit Card business in the first quarter of 2014, compared with 10% in the first quarter of 2013.

Table 7.2 summarizes the financial results for International Card and displays selected key metrics for the periods indicated.

Table 7.2: International Card Business Results

Three Months Ended March 31,

(Dollars in millions) 2014 2013 Change
Selected income statement data:

Net interest income $ 270 $ 274 1) %
Non-interest income 83 97 (14)
Total net revenue 353 371 (5)
Provision for credit losses 72 96 (25)
Non-interest expense 181 215 (16)
Income from continuing operations before income taxes 100 60 67
Income tax provision 27 18 50
Income from continuing operations, net of tax $ 73 $ 42 74 %

Selected performance metrics:

Average loans held for investment" $7,692 $ 8,238 )%
Average yield on loans held for investment® 16.64% 15.97% 67bps
Total net revenue margin® 18.38 18.01 37
Net charge-offs $ 80 $ 95 (16) %
Net charge-off rate 4.17% 4.59% (42)bps
Purchase volume® $ 3,295 $ 3,267 1%
March 31, December 31,
(Dollars in millions) 2014 2013 Change
Selected period-end data:
Loans held for investment" $ 7,575 $ 8,050 (6)%
30+ day performing delinquency rate 3.59% 3.71% (12)bps
30+ day delinquency rate 4.41 4.56 a15)
Nonperforming loan rate® 1.07 1.10 3)
Allowance for loan and lease losses $ 362 $ 378 “4) %
Allowance coverage ratio® 4.77% 4.70% 7bps
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(1) Credit card period-end loans held for investment and average loans held for investment include accrued finance charges and fees, net of the uncollectible
amount.

(@ Calculated by dividing annualized interest income for the period by average loans held for investment during the period.

() Calculated by dividing annualized total net revenue for the period by average loans held for investment during the period.

@) Consists of international card purchase transactions, net of returns for the period. Excludes cash advance and balance transfer transactions.

() Calculated by dividing nonperforming loans as of the end of the period by period-end loans held for investment. Nonperforming credit card loans include
International Card loans that are generally 90 or 120 days delinquent.

(©)  Calculated by dividing the allowance for loan and lease losses as of the end of the period by period-end loans held for investment.

The primary drivers of the improvement in results for our International Card business in the first quarter of 2014, compared with the first quarter

of 2013, included: (i) a reduction in non-interest expense resulting from operating efficiencies and timing of spend; and (ii) a reduction in the

provision for credit losses attributable to lower net charge-offs, reflecting the improvement in the credit environment in Canada and the U.K.

These were partially offset by a reduction in revenue driven by lower average loans held for investments.

Consumer Banking Business

The primary sources of revenue for our Consumer Banking business are net interest income from loans and deposits and non-interest income
from customer fees. Expenses primarily consist of the provision for credit losses, ongoing operating costs, such as salaries and associate benefits,
occupancy and equipment, professional services, communications and data processing technology expenses, as well as marketing expenses.

Our Consumer Banking business generated net income from continuing operations of $330 million in the first quarter of 2014, compared with
net income from continuing operations of $383 million in the first quarter of 2013.

Table 8 summarizes the financial results of our Consumer Banking business and displays selected key metrics for the periods indicated.
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Table 8: Consumer Banking Business Results

(Dollars in millions)

Selected income statement data:
Net interest income

Non-interest income

Total net revenue
Provision for credit losses
Non-interest expense

Income from continuing operations before income taxes
Income tax provision

Income from continuing operations, net of tax

Selected performance metrics:
Average loans held for investment:(
Auto

Home loan

Retail banking

Total consumer banking

Average yield on loans held for investment®
Average deposits

Average deposit interest rate

Core deposit intangible amortization

Net charge-offs

Net charge-off rate

Net charge-off rate (excluding Acquired Loans)
Auto loan originations

(Dollars in millions)

Selected period-end data:
Loans held for investment:("
Auto

Home loan

Retail banking

Total consumer banking

30+ day performing delinquency rate

30+ day performing delinquency rate (excluding Acquired Loans)®

30+ day delinquency rate

30+ day delinquency rate (excluding Acquired Loans)®
Nonperforming loans rate®

Nonperforming loans rate (excluding Acquired Loans)®
Nonperforming asset rate®

Nonperforming asset rate (excluding Acquired Loans)®
Allowance for loan and lease losses

Allowance coverage ratio®

Deposits
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Three Months Ended March 31,

2014

$ 1433
150

1,583
140
930

513
183

$ 330

$ 32,387
34,646
3,630

$ 70,663

6.18%
$ 168,676
0.57%
$ 30
148
0.84%
1.37
$ 4,727

March 31,
2014

$ 33,080
34,035
3,612

$ 70,727

2.57%
4.17
3.14
5.09
0.74
1.20
1.00
1.62

$ 744
1.05%

$171,529

2013

$ 1,478
181

1,659
175
890

594
211

$ 383

$ 27477
43,023
3,786

$ 74286

5.93%
$ 171,089
0.64%
$ 37
143
0.78%
1.47
$ 3,789

December 31,
2013

$ 31,857
35,282
3,623

$ 70,762

3.20%
5.32
3.89
6.47
0.86
1.44
1.12
1.86

$ 752
1.06%

$ 167,652

Change

3)%
17)

&)
(20)
4

(14)
13)

14) %

18%
(19)
(C))

(5)%

25bps
1) %
(7)bps
(19) %
3
6bps
(10)
25%

Change

4%
(C))
e

*k 07

(63)bps
(115)
(75)
(138)
12)
(24
12)
(24
1) %
(1)bps
2%
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Loans serviced for others 6,868 7,665 (10)
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*#% Change is less than one percent or not meaningful.

(M Includes Acquired Loans with carrying value of $27.1 billion and $28.2 billion as of March 31, 2014 and December 31, 2013, respectively. The average
balance of Consumer Banking loans held for investment, excluding Acquired Loans, was $43.2 billion and $39.2 billion in the first quarter of 2014 and 2013,
respectively.

(@ Calculated by dividing annualized interest income for the period by average loans held for investment during the period.

() Calculation of ratio adjusted to exclude impact from Acquired Loans. See Credit Risk Profile and Note 4 Loans for additional information on the impact of
Acquired Loans on our credit quality metrics.

@) Calculated by dividing nonperforming loans as of the end of the period by period-end loans held for investment. Nonperforming loans generally include loans
that have been placed on nonaccrual status and certain restructured loans whose contractual terms have been restructured in a manner that grants a concession
to a borrower experiencing financial difficulty.

() Calculated by dividing nonperforming assets as of the end of the period by the sum of period-end loans held for investment, foreclosed properties, and other
foreclosed assets.

(©)  Calculated by dividing the allowance for loan and lease losses as of the end of the period by period-end loans held for investment.

Key factors affecting the results of our Consumer Banking business for the first quarter of 2014, compared with the first quarter of 2013, and

changes in financial condition and credit performance between March 31, 2014 and December 31, 2013 include the following:

Net Interest Income: Net interest income decreased by $45 million, or 3%, in the first quarter of 2014, to $1.4 billion from $1.5 billion in
the first quarter of 2013. The decrease in net interest income is primarily attributable to compression in deposit spreads in the Retail
Banking business and decrease in home loans held for investment, partially offset by higher net interest income generated by growth in
auto loans held for investment.
Consumer Banking yields increased in the first quarter of 2014, to 6.2% as compared to 5.9% in the first quarter of 2013. This increase is driven
by changes in mix towards higher yield auto loans driven by growth in auto and the continued run-off of the acquired home loans portfolio.
While the shift to auto loans drove an increase in the total Consumer Banking yield, the average yield on auto loans decreased to 9.0% in the
first quarter of 2014 as compared to 10.1% in the first quarter of 2013. This decrease is primarily attributable to a shift in the credit quality mix
of our auto loan portfolio and increased competition in Auto business. The average yield on home loans was 3.7% in the first quarter of 2014
compared to 3.3% in the first quarter of 2013. The higher yield in home loans is driven by an increase in expected cash flows as a result of credit
improvement on the acquired portfolios.

Non-Interest Income: Non-interest income decreased by $31 million, or 17%, in the first quarter of 2014, to $150 million from $181
million in the first quarter of 2013, primarily driven by higher provision for representation and warranty for our home loans portfolio
related to our continuing operations.

Provision for Credit Losses: The provision for credit losses decreased by $35 million or 20% in the first quarter of 2014, to $140 million
from $175 million in the first quarter of 2013, driven primarily by a lower allowance build in our Auto business.

Non-Interest Expense: Non-interest expense increased by $40 million, or 4%, in the first quarter of 2014, to $930 million from $890
million in the first quarter of 2013. The increase was largely due to the growth in our auto loan portfolio and the change to include the auto
repossession-related expenses as a component of operating expenses. Prior to January 1, 2014 these costs were reported as a component of
net charge-offs.

Loans Held for Investment: Period-end loans in the Consumer Banking business was flat in the first quarter of 2014 compared to
December 31, 2013, primarily due to the expected continued run-off of our acquired home loan portfolio, offset by growth in the auto
portfolio.

Deposits: Period-end deposits in our Consumer Banking business increased by $3.8 billion, or 2%, to $171.5 billion as of March 31, 2014,
from $167.7 billion as of December 31, 2013, primarily driven by typical seasonality of deposits reflected in strong deposit growth in
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Retail Banking.

Charge-off and Delinquency Statistics: The reported net charge-off rate increased by 6 basis points to 0.84% in the first quarter of 2014,
from 0.78% in the first quarter of 2013. The 30+ day delinquency rate decreased
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by 75 basis points to 3.14% as of March 31, 2014, from 3.89% as of December 31, 2013. The increase in the net charge-off rate and
decrease in 30+ delinquency rate reflects a mix shift towards auto, which carries higher charge-off rates than our home loans portfolio.
Commercial Banking Business

The primary sources of revenue for our Commercial Banking business are net interest income from loans and deposits and non-interest income
from customer fees. Because we have some investments that generate tax-exempt income or tax credits, we make certain reclassifications to our
Commercial Banking business results to present revenues on a taxable-equivalent basis. Expenses primarily consist of the provision for credit
losses, ongoing operating costs, such as salaries and associate benefits, occupancy and equipment, professional services, communications and
data processing technology expenses, as well as marketing expenses.

On November 1, 2013, we acquired Beech Street Capital, a privately-held, national originator and servicer of Fannie Mae, Freddie Mac and
FHA multifamily commercial real estate loans. Beech Street Capital results are reported within the Commercial Banking business.

On January 1, 2014, we adopted the proportional amortization method of accounting for Investments in Qualified Affordable Housing Projects.
The proportional amortization method amortizes the cost of the investment over the period in which we will receive tax credits and other tax
benefits, and the resulting amortization is recognized as a component of income taxes attributable to continuing operations. Historically, these
investments were accounted for under the equity method of accounting and the passive losses related to the investments were recognized within
non-interest expense. See  Note 1 Summary of Significant Accounting Policies for more information.

Our Commercial Banking business generated net income from continuing operations of $137 million in the first quarter of 2014, compared with
net income from continuing operations of $193 million in the first quarter of 2013.

Table 9 summarizes the financial results of our Commercial Banking business and displays selected key metrics for the periods indicated.
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Table 9: Commercial Banking Business Results"

(Dollars in millions)

Selected income statement data:
Net interest income

Non-interest income

Total net revenue
Provision (benefit) for credit losses
Non-interest expense

Income from continuing operations before income taxes
Income tax provision

Income from continuing operations, net of tax

Selected performance metrics:
Average loans held for investment:®
Commercial and multifamily real estate
Commercial and industrial

Total commercial lending
Small-ticket commercial real estate

Total commercial banking

Average yield on loans held for investment®
Average deposits

Average deposit interest rate

Core deposit intangible amortization

Net charge-offs

Net charge-off rate

(Dollars in millions)

Selected period-end data:

Loans held for investment®:
Commercial and multifamily real estate
Commercial and industrial

Total commercial lending
Small-ticket commercial real estate

Total commercial banking

Nonperforming loans rate
Nonperforming asset rate®
Allowance for loan and lease losses
Allowance coverage ratio®®
Deposits

Loans serviced for others
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Three Months Ended March 31,

2014

$ 421
87

508
40
255

213
76

$ 137

$ 20,962
23,541

44,503
932

$ 45,435

3.47 %
$ 31,627
0.25%
$ 6
4
0.04 %

March 31,
2014

$ 21,256
24,064

45,320
910

$ 46,230

0.33%
0.36
$ 362
0.78%
$ 31,485
11,073

2013

$ 401
84

485
(35)
221

299
106

$ 193

$ 17454
19,949

37,403
1,173

$ 38,576

391%
$ 30,335
0.28%
$ 7
7
0.07%

December 31,
2013

$ 20,750
23,309

44,059
952

$ 45011

0.33%
0.37
$ 338
0.75%
$ 30,567
10,786

Change

5%
4

214
15

29)
(28)

(29) %

20%
18

19
@1

18%

(44)bps
4%
(3)bps
14)%
(43)
(3)bps

Change

2%
3

(C))
3%
*+hps

@
7%

3bps
3%

43
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Change is less than one percent or not meaningful.

In the first quarter of 2014, we adopted the proportional amortization method of accounting for Investments in Qualified Affordable Housing Projects. See
Note 1 Summary of Significant Accounting Policies for additional information. Prior periods have been recast to conform to this presentation.

Includes Acquired Loans with carrying value of $224 million and $262 million as of March 31, 2014 and December 31, 2013, respectively. The average

balance of commercial banking loans held for investment, excluding Acquired Loans, was $45.2 billion and $38.2 billion in the first quarter of 2014 and

2013, respectively.

Calculated by dividing annualized interest income for the period by average loans held for investment during the period.
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Calculated by dividing nonperforming assets as of the end of the period by the sum of period-end loans held for investment, foreclosed properties, and other
foreclosed assets.
Calculated by dividing the allowance for loan and lease losses as of the end of the period by period-end loans held for investment.

Key factors affecting the results of our Commercial Banking business for the first quarter of 2014, compared with the first quarter of 2013, and
changes in financial condition and credit performance between March 31, 2014 and December 31, 2013 include the following:

Net Interest Income: Net interest income increased by $20 million, or 5%, in the first quarter of 2014, to $421 million from $401 million in
the first quarter of 2013. The increase was driven by growth in commercial loans and higher deposit balances, partially offset by lower
loan yields driven by market and competitive pressures.

Non-Interest Income: Non-interest income increased by $3 million, or 4%, in the first quarter of 2014, to $87 million, from $84 million in
the first quarter of 2013, driven by increased revenue related to fee-based products and services from the Beech Street Capital acquisition,
partially offset by other one-time items.

Provision for Credit Losses: Provision for credit losses increased by $75 million, in the first quarter of 2014, to $40 million, from a benefit
of $35 million in the first quarter of 2013, primarily related to growth in the portfolio. The increase in allowance for loan and lease losses
and reserve for unfunded lending commitments was $36 million in the first quarter of 2014, compared with a release of $41 million in the
first quarter of 2013.

Non-Interest Expense: Non-interest expense increased by $34 million, or 15%, in the first quarter of 2014, to $255 million, from $221
million in the first quarter of 2013, driven by operating expenses associated with continued investments in business growth and Beech
Street Capital.

Loans Held for Investment: Period-end loans held for investment in our Commercial Banking business increased by $1.2 billion, or 3%, to
$46.2 billion as of March 31, 2014, from $45.0 billion as of December 31, 2013. The increase was driven by strong loan growth in the
commercial and industrial and commercial real estate business.

Deposits: Period-end deposits in the Commercial Banking business increased by $918 million, or 3%, to $31.5 billion as of March 31,
2014, from $30.6 billion as of December 31, 2013, driven by typical seasonality and our strategy to deepen and expand relationships with
commercial customers.

Charge-off Statistics: The net charge-off rate was 0.04% in the first quarter of 2014, compared to 0.07% in the first quarter of 2013. The
nonperforming loan rate remained unchanged at 0.33% both as of March 31, 2014 and December 31, 2013. The continued strength in the
credit metrics in our Commercial Banking business reflected stable credit trends and underlying collateral values.

Other Category

Other includes unallocated amounts related to our centralized Corporate Treasury group activities, such as management of our corporate
investment portfolio and asset/liability management. Gains and losses on our investment securities portfolio and certain trading activities are
included in the Other category. The Other category also includes foreign exchange-rate fluctuations related to the revaluation of foreign
currency-denominated investments; certain gains and losses on the sale and securitization of loans; unallocated corporate expenses that do not
directly support the operations of the business segments or for which the business segments are not considered financially accountable in
evaluating their performance, such as certain acquisition and restructuring charges; a portion of the provision for representation and warranty
reserves related to continuing operations; certain material items that are non-recurring in nature; and offsets related to certain line-item

reclassifications.

Net loss from continuing operations decreased by $117 million, or 91%, in the first quarter of 2014 to $11 million from $128 million in the first
quarter of 2013. The decrease was primarily due to higher net interest income driven by higher interest rates, lower funding costs, continued
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run-off of higher rate brokered deposits, as well as the absence of the one-time charge associated with our redemption of trust preferred
securities in January 2013.
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Table 10 summarizes the financial results of our Other category for the periods indicated.

Table 10: Other Results®

Three Months Ended March 31,

(Dollars in millions) 2014 2013 Change
Selected income statement data:

Net interest expense® $(29) $ (139) 79%
Non-interest income 2) (105) 98
Total net revenue 31 (244) 87
Provision (benefit) for credit losses A3) 2 (250)
Non-interest expense 21 32 34)
Loss from continuing operations before income taxes 49) (278) 82
Income tax benefit (38) (150) 75
Loss from continuing operations, net of tax $ (1) $ (128) 91 %

(1) 1In the first quarter of 2014, we adopted the proportional amortization method of accounting for Investments in Qualified Affordable Housing Projects. See
Note 1 Summary of Significant Accounting Policies for additional information. Prior periods have been recast to conform to this presentation.
(2 Some of our tax-related commercial investments generate tax-exempt income or tax credits, accordingly we make certain reclassifications within our
Commercial Banking business results to present revenues and yields on a taxable-equivalent basis, calculated assuming an effective tax rate approximately
equal to our federal statutory tax rate of 35%.

CONSOLIDATED BALANCE SHEETS ANALYSIS

Total assets of $290.5 billion as of March 31, 2014 decreased by $6.4 billion, or 2%, from $296.9 billion as of December 31, 2013. Total
liabilities of $247.7 billion as of March 31, 2014, decreased by $7.6 billion, or 3%, from $255.3 billion as of December 31, 2013. Stockholders
equity increased by $1.2 billion to $42.8 billion as of March 31, 2014. The increase in stockholders equity was primarily attributable to our net
income of $1.2 billion for the first quarter of 2014.

Following is a discussion of material changes in the major components of our assets and liabilities during the first quarter of 2014. Period-end
balance sheet amounts may vary from average balance sheet amounts due to liquidity and balance sheet management activities that are intended
to ensure the adequacy of capital while managing our liquidity requirements for the company and our customers and our market risk exposure in
accordance with our risk appetite.

Investment Securities

Our investment portfolio consists primarily of the following: U.S. Treasury debt, U.S. agency debt and corporate debt securities guaranteed by

U.S. government agencies ( Agency ); Agency and non-agency residential mortgage-backed securities ( RMBS ) and commercial mortgage-backed
securities ( CMBS ); other asset-backed securities ( ABS ) and other investments. The carrying value of our investments in U.S. Treasury, Agency
securities and other securities guaranteed by the U.S. government or agencies of the U.S. government represented 78% and 77% of our total
investment securities portfolio as of March 31, 2014 and December 31, 2013, respectively.
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Our investment portfolio includes securities available for sale as well as securities held to maturity. We classify securities as available for sale or
held to maturity based on our investment strategy and management s assessment of our intent and ability to hold the securities until maturity. We
report securities available for sale in our consolidated balance sheets at fair value with unrealized gains and losses recorded, net of tax, as a
component of accumulated
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other comprehensive income ( AOCI ). We report securities held to maturity on our consolidated balance sheets at carrying value. Carrying value
generally consists of amortized cost. For securities transferred from available for sale to held to maturity, carrying value also includes unrealized
gains and losses recognized in AOCI at the date of transfer. Such unrealized gains or losses are accreted over the remaining life of the security
with no impact on future net income.

During the first quarter of 2014, the fair value of our investment portfolio increased by $199 million, or 3% from $61.0 billion as of
December 31, 2013 to $61.2 billion as of March 31, 2014. This increase was primarily driven by lower interest rates.

We had gross unrealized gains of $855 million and gross unrealized losses of $458 million on available-for sale investment securities as of
March 31, 2014, compared with gross unrealized gains of $799 million and gross unrealized losses of $631 million as of December 31, 2013.
The decrease in gross unrealized losses in the first quarter of 2014 was primarily driven by the lower interest rates in the first quarter of 2014. Of
the $458 million in gross unrealized losses as of March 31, 2014, $86 million was related to securities that had been in a loss position for more
than 12 months.

Table 11 presents the amortized cost, carrying value and fair value for the major categories of our portfolio of investment securities as of
March 31, 2014 and December 31, 2013.

Table 11: Investment Securities

March 31, 2014 December 31, 2013

Amortized Fair Amortized Fair
(Dollars in millions) Cost Value Cost Value
Investment securities available for sale
U.S. Treasury debt obligations $ 827 $ 829 $ 831 $ 833
U.S. Agency debt obligations 1 1 1 1
Corporate debt securities guaranteed by U.S. government agencies 1,147 1,113 1,282 1,234
RMBS:
Agency 21,241 21,245 21,572 21,479
Non-agency 3,070 3,561 3,165 3,600
Total RMBS 24,311 24,806 24,737 25,079
CMBS:
Agency 4,131 4,075 4,262 4,198
Non-agency 1,879 1,855 1,854 1,808
Total CMBS 6,010 5,930 6,116 6,006
Other ABS®™ 6,577 6,606 7,123 7,136
Other securities® 1,451 1,436 1,542 1,511
Total investment securities available for sale $ 40,324 $ 40,721 $41,632 $41,800

Carrying Fair Carrying Fair
(Dollars in millions) Value Value Value Value
Investment securities held to maturity
Agency RMBS $ 18,313 $ 18,591 $17,443 $17,485
Agency CMBS 1,837 1,872 1,689 1,700
Total investment securities held to maturity $ 20,150 $ 20,463 $19,132 $ 19,185
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(1) ABS collateralized by credit card loans constituted approximately 67% and 65% of the other ABS portfolio as of March 31, 2014, and December 31, 2013,
respectively, and ABS collateralized by auto dealer floor plan inventory loans and leases constituted approximately 13% and 15% of the other ABS portfolio
as of March 31, 2014 and December 31, 2013, respectively. Approximately 88% of the securities in our other asset-backed security portfolio were rated AAA
or its equivalent as of March 31, 2014, compared with 87% as of December 31, 2013.

@ Includes foreign government/agency bonds, covered bonds, corporate securities, municipal securities and equity investments primarily related to activities
under the Community Reinvestment Act ( CRA ).

We provide information on OTTI losses recognized in earnings on our investment securities above under Consolidated Results of

Operations Non-Interest Income.

Credit Ratings

Our portfolio of investment securities continues to be concentrated in securities that generally have high credit ratings and low credit risk, such
as securities issued and guaranteed by the U.S. Treasury and other government sponsored enterprises or agencies. Approximately 91% and 92%
of our total investment securities portfolio was rated AA+ or its equivalent, or better as of March 31, 2014 and December 31, 2013, respectively,
while approximately 6% and 5% was below investment grade as of March 31, 2014 and December 31, 2013, respectively. We categorize the
credit ratings of our investment securities based on the lowest credit rating as issued by the rating agencies: Standard & Poor s Ratings Services
( S&P ), Moody s Investors Service ( Moody s ) and Fitch Ratings ( Fitch ).

Table 12 provides information on the credit ratings of our non-agency RMBS, non-agency CMBS, other asset-backed securities and other
securities in our portfolio as of March 31, 2014 and December 31, 2013.

Table 12: Non-Agency Investment Securities Credit Ratings

March 31, 2014 December 31, 2013
Below Below
Other Investment Other Investment

Amortized Investment Grade or Not Amortized Investment Grade or Not
(Dollars in millions) Cost AAA Grade Rated Cost AAA Grade Rated
Non-agency RMBS $3,070 %0 4% 9% $3,165 % 4% 96%
Non-agency CMBS 1,879 96 4 1,854 99 1
Other asset-backed
securities 6,577 88 11 1 7,123 87 12 1
Other securities! 1,451 3 88 9 1,542 9 82

(1) Includes foreign government/agency bonds, covered bonds, corporate securities, municipal securities and equity investments primarily related to activities
under the CRA.
For additional information on our investment securities, see Note 3 Investment Securities.

Loans Held for Investment

Total loans that we manage consist of loans held for investment recorded on our consolidated balance sheets and consolidated loans held in our
securitization trusts. Loans underlying our securitization trusts are reported on our consolidated balance sheets in restricted loans for
securitization investors. Table 13 summarizes our portfolio of loans held for investment by business segment, net of the allowance for loan and
lease losses, as of March 31, 2014 and December 31, 2013.
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Table 13: Net Loans Held for Investment

March 31, 2014 December 31, 2013
Total Loans Net Loans Total Loans Net Loans
Held For Held For Held For Held For
(Dollars in millions) Investment Allowance Investment Investment Allowance Investment
Credit Card $ 75,850 $ 2,984 $ 72,866 $ 81,305 $ 3214 $ 78,091
Consumer Banking 70,727 744 69,983 70,762 752 70,010
Commercial Banking 46,230 362 45,868 45,011 338 44,673
Other 134 8 126 121 11 110
Total $ 192,941 $ 4,098 $ 188,843 $ 197,199 $ 4315 $ 192,884

Period-end loans held for investment decreased by $4.3 billion, or 2%, in the first quarter of 2014, to $192.9 billion as of March 31, 2014, from
$197.2 billion as of December 31, 2013. The decrease was due to the expected run-off of our acquired home loans portfolio in our Consumer
Banking business, seasonal decreases and run-off of certain credit card loans acquired in the 2012 U.S. card acquisition in our Credit Card
business and small-ticket commercial real estate loans in our Commercial Banking business. This run-off was partially offset by continued
strong auto loan originations in our Consumer Banking business, as well as commercial and industrial and commercial real estate loan growth in
our Commercial Banking business.

We provide additional information on the composition of our loan portfolio and credit quality below in Credit Risk Profile andin Note 4 Loans.
Loans Held for Sale

Loans held for sale, which are carried at lower of cost or fair value, increased to $259 million as of March 31, 2014, from $218 million as of
December 31, 2013. We provide additional information for loans held for sale in Note 4 Loans.

Customer Deposits

Our customer deposits represent our largest source of funding for our operations, providing a sizable and consistent source of low-cost funds.
Total customer deposits increased by $3.8 billion to $208.3 billion as of March 31, 2014, from $204.5 billion as of December 31, 2013. The
increase in deposits was driven by seasonality and growth in retail banking, which reflected our focus on deepening deposit relationships with
existing customers and our continued marketing strategy to attract new business. We provide information on the composition of our deposits,
average outstanding balances, interest expense and yield below in Liquidity Risk Profile.

Securitized Debt Obligations

Securitization debt obligations decreased by $506 million during the first quarter of 2014, to $9.8 billion as of March 31, 2014, from $10.3
billion as of December 31, 2013. The decrease was driven by maturities of $1.5 billion partially offset by the issuances of $950 million of credit
card securitization debt during the first quarter of 2014. We provide additional information on our borrowings below in Liquidity Risk Profile.

Other Debt

Other debt, which consists of federal funds purchased and securities loaned or sold under agreements to repurchase, senior and subordinated
notes and other borrowings, including Federal Home Loan Banks ( FHLB ) advances, but excluding securitized debt obligations, totaled $20.3
billion as of March 31, 2014, of which $4.4 billion represented short-term borrowings and $15.9 billion represented long-term debt. Other debt
totaled $30.4 billion as of December 31, 2013, of which $16.2 billion represented short-term borrowings and $14.2 billion represented long-term
borrowings.
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The decrease of $10.1 billion in the first quarter of 2014 was primarily attributable to net maturities of $12.4 billion of FHLB advances, as well
as the maturity of $275 million of unsecured senior notes. These decreases in our other debt were partially offset by the issuance of $2.0 billion
of unsecured senior notes as well as a $629 million increase in our federal funds purchased and securities loaned or sold under agreements to
repurchase in the first quarter of 2014. We provide additional information on our borrowings below in Liquidity Risk Profile andin Note
8 Deposits and Borrowings.

Potential Mortgage Representation & Warranty Liabilities

We acquired three subsidiaries that originated residential mortgage loans and sold them to various purchasers, including purchasers who created
securitization trusts. These subsidiaries are Capital One Home Loans, LLC, which was acquired in February 2005; GreenPoint, which was
acquired in December 2006 as part of the North Fork acquisition; and CCB, which was acquired in February 2009 and subsequently merged into
CONA.

We have established representation and warranty reserves for losses associated with the mortgage loans sold by each subsidiary that we consider
to be both probable and reasonably estimable, including both litigation and non-litigation liabilities. These reserves are reported in our
consolidated balance sheets as a component of other liabilities. The reserve setting process relies heavily on estimates, which are inherently
uncertain, and requires the application of judgment. We evaluate these estimates on a quarterly basis. We build our representation and warranty
reserves through the provision for mortgage representation and warranty losses, which we report in our consolidated statements of income as a
component of non-interest income for loans originated and sold by CCB and Capital One Home Loans, LLC and as a component of discontinued
operations for loans originated and sold by GreenPoint. In establishing the representation and warranty reserves, we consider a variety of factors
depending on the category of purchaser.

The aggregate reserves for all three subsidiaries totaled $1.1 billion as of March 31, 2014, compared with $1.2 billion as of December 31, 2013.
The table below summarizes changes in our representation and warranty reserves in the first quarter of 2014 and 2013.

Table 14: Changes in Representation and Warranty Reserve

Three Months Ended March 31,

(Dollars in millions) 2014 2013
Representation and warranty repurchase reserve, beginning of period" $ 1,172 $ 899
Provision (benefit) for mortgage representation and warranty losses® (33) 97
Net realized losses a1 2)
Representation and warranty repurchase reserve, end of period” $ 1,128 $ 994

(1) Reported in our consolidated balance sheets as a component of other liabilities.

(@ We recorded a total pre-tax provision benefit of $33 million (which includes a benefit of $47 million in discontinued operations and an expense of $14 million
in continuing operations), and a total pre-tax provision of $97 million (which includes an expense of $107 million in discontinued operations and a benefit of
$10 million in continuing operations) to our provision for mortgage representation and warranty losses in the first quarter of 2014 and 2013, respectively.

As part of our business planning processes, we have considered various outcomes relating to the potential future representation and warranty

liabilities of our subsidiaries that are possible but do not rise to the level of being both probable and reasonably estimable outcomes justifying an

incremental accrual under applicable accounting standards. Our current best estimate of reasonably possible future losses from representation
and warranty claims beyond what was in our reserve as of March 31, 2014, is approximately $2.5 billion, a decline from our estimate of $2.6
billion as of December 31, 2013. The estimate as of March 31, 2014 covers all reasonably possible losses relating to representation and warranty
claim activity.
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We provide additional information related to the representation and warranty reserve, including factors that may impact the adequacy of the
reserves and the ultimate amount of losses incurred by our subsidiaries, in Note 14 Commitments, Contingencies, Guarantees, and Others.

OFF-BALANCE SHEET ARRANGEMENTS AND VARIABLE INTEREST ENTITIES

In the ordinary course of business, we are involved in various types of arrangements with limited liability companies, partnerships or trusts that
often involve special purpose entities and variable interest entities ( VIE ). Some of these arrangements are not recorded on our consolidated
balance sheets or may be recorded in amounts different from the full contract or notional amount of the arrangements, depending on the nature
or structure of, and accounting required to be applied to, the arrangement. These arrangements may expose us to potential losses in excess of the
amounts recorded in the consolidated balance sheets. Our involvement in these arrangements can take many forms, including securitization and
servicing activities, the purchase or sale of mortgage-backed or other asset-backed securities in connection with our home loan portfolio and
loans to VIEs that hold debt, equity, real estate or other assets.

Our continuing involvement in unconsolidated VIEs primarily consists of certain mortgage loan trusts and community reinvestment and
development entities. The carrying amount of assets and liabilities of these unconsolidated VIEs was $3.3 billion and $423 million, respectively,
as of March 31, 2014, and our maximum exposure to loss was $3.8 billion as of March 31, 2014. We provide a discussion of our activities
related to these VIEs in Note 6 Variable Interest Entities and Securitizations.

CAPITAL MANAGEMENT

The level and composition of our equity capital are determined by multiple factors, including our consolidated regulatory capital requirements
and internal risk-based capital assessments, including our economic capital and internal stress testing frameworks. The level and composition of
our capital may also be influenced by rating agency guidelines, subsidiary capital requirements, the business environment, conditions in the
financial markets and assessments of potential future losses due to adverse changes in our business and market environments.

Capital Standards and Prompt Corrective Action

Bank holding companies and national banks are subject to capital adequacy standards adopted by the Federal Reserve and the OCC,

respectively. The capital adequacy standards set forth minimum risk-based and leverage capital requirements that are based on quantitative and
qualitative measures of assets and off-balance sheet items. National banks, as insured depository institutions, are also subject to Prompt

Corrective Action ( PCA ) capital regulations, which require the U.S. federal banking agencies to take prompt corrective action for banks that do
not meet established capital requirements.

In July 2013, the Federal Reserve, the OCC and the FDIC (collectively, the U.S. federal banking agencies) finalized a new capital rule (the Final
Rule ) that implements the Basel III capital accord developed by the Basel Committee on Banking Supervision ( Basel Committee ) and certain
Dodd-Frank Act capital provisions and updates the PCA capital requirements.

The Final Rule amended both the Advanced Approaches and the Basel I frameworks, establishing a new Common Equity Tier 1 Capital
requirement and setting higher minimum capital ratio requirements. Certain provisions of the Final Rule began to take effect on January 1, 2014
for Advanced Approaches banking organizations. The Company refers to the amended Basel I framework as the Basel III Standardized
Approach, and the amended Advanced Approaches framework as the Basel III Advanced Approaches.
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Prior to being revised in the Final Rule, the minimum risk-based capital requirements adopted by the U.S. federal banking agencies followed the
Basel I framework originally promulgated pursuant to the Basel Committee s Basel I Accord. At the end of 2012, the Company met one of the
two independent eligibility criteria set by banking regulators for becoming subject to the advanced approaches capital rules (the Advanced
Approaches regime), based upon the framework originally promulgated as a result of the Basel II Accord. As a result, the Company has
undertaken a multi-year process of implementing the Advanced Approaches regime for calculating risk-weighted assets and regulatory capital
levels. The Company will be subject to a parallel run under Advanced Approaches beginning in 2015, during which it will calculate capital
ratios under both Basel III Standardized Approach and Basel III Advanced Approaches, though it will continue to use the Basel III Standardized
Approach for purposes of meeting regulatory capital requirements. By rule, the parallel run must last at least four consecutive quarters. The first
quarter of 2016 is the earliest possible date on which the Company would use the Advanced Approaches framework to calculate its regulatory
capital and risk-weighted assets for purposes of risk-based capital requirements. Consistent with the experience of other U.S. banks, it is quite
possible that our parallel run will last longer than the four quarter minimum.

As of January 1, 2014, the new minimum risk-based capital requirements for Advanced Approaches banking organizations include a Common
Equity Tier 1 Capital ratio of at least 4.0%, a Tier 1 Risk-Based Capital ratio of at least 5.5%, a Total Risk-Based Capital ratio of at least 8% and
a Tier 1 Leverage Capital ratio of at least 4%. On January 1, 2015, the minimum risk-based capital ratio requirements will increase to 4.5% for
the Common Equity Tier 1 Capital ratio and to 6.0% for the Tier 1 Risk-Based Capital ratio. The minimum requirements for the Total
Risk-Based Capital ratio and Tier 1 Leverage Capital ratio will not change from 2014 to 2015.

Insured depository institutions are also subject to PCA capital regulations. Under current PCA regulations, an insured depository institution is
considered to be well capitalized if it maintains a Tier 1 Risk-Based Capital ratio of at least 6%, a Total Risk-Based Capital ratio of at least 10%,
a Tier 1 Leverage capital ratio of at least 5%, and is not subject to any written agreement, order, capital directive, or prompt corrective action
directive issued by its regulator. While the Final Rule increases some of the thresholds for the PCA capital categories and adds the new Common
Equity Tier 1 Capital ratio to the PCA regulations, the changes are not effective until January 1, 2015. Beginning on January 1, 2015, the well
capitalized level for the Tier 1 Risk-Based Capital ratio will increase to 8% and the well capitalized level for the Common Equity Tier 1 Capital
ratio will be established at 6.5%. The well capitalized levels for the Total Risk-Based Capital ratio and Tier 1 Leverage Capital ratios will not
change.

Prior to 2014, we also disclosed a Tier 1 Common Capital ratio for our bank holding company, which is a regulatory capital measure widely
used by investors, analysts, rating agencies and bank regulatory agencies to assess the capital position of financial services companies. There
was no mandated minimum or well capitalized standard for the Tier 1 Common Capital ratio.

We disclose a non-GAAP Tangible Common Equity ratio in MD&A Summary of Selected Financial Data. While the TCE ratio is a capital
measure widely used by investors, analysts, rating agencies, and bank regulatory agencies to assess the capital position of financial services
companies, it may not be comparable to similarly titled measures reported by other companies. We provide information on the calculation of this
ratioin MD&A Supplemental Tables Table A: Reconciliation of Non-GAAP Measures and Calculation of Regulatory Capital Measures.

Table 15 provides a comparison of our regulatory capital ratios under the U.S. federal banking agencies capital adequacy standards as of
March 31, 2014 and December 31, 2013. Under the Final Rule, beginning on January 1, 2014, as an Advanced Approaches banking organization
that has yet to enter or exit parallel run, we began using the Basel III Standardized Approach for calculating our regulatory capital, subject to
applicable transition provisions. In 2014, however, we will continue to use Basel I for calculating our risk-weighted assets in our regulatory
capital ratios. Beginning on January 1, 2015, we will use the Basel III Standardized Approach for calculating our risk-weighted assets in our
regulatory capital ratios.
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Table 15: Capital RatiosV®

March 31, 2014 December 31, 2013
Minimum Minimum
Capital Capital Well Capital Capital Well

Ratio Adequacy Capitalized Ratio Adequacy Capitalized
Capital One Financial Corp:
Common equity Tier 1® 12.98 % 4.00% N/A N/A N/A N/A
Tier 1 common™® N/A N/A N/A 12.19% N/A N/A
Tier 1 risk-based capital® 13.36 5.50 6.00% 12.57 4.00% 6.00%
Total risk-based capital© 15.42 8.00 10.00 14.69 8.00 10.00
Tier 1 leverage” 10.42 4.00 N/A 10.06 4.00 N/A
Capital One Bank (USA) N.A.:
Common equity Tier 1® 12.69 % 4.00% N/A N/A N/A N/A
Tier 1 risk-based capital® 12.69 5.50 6.00% 11.47% 4.00% 6.00%
Total risk-based capital© 16.26 8.00 10.00 14.90 8.00 10.00
Tier 1 leverage” 10.53 4.00 5.00 10.21 4.00 5.00
Capital One, N.A.:
Common equity Tier 1® 13.27% 4.00% N/A N/A N/A N/A
Tier 1 risk-based capital® 13.27 5.50 6.00% 12.67% 4.00% 6.00%
Total risk-based capital© 14.36 8.00 10.00 13.76 8.00 10.00
Tier 1 leverage” 9.23 4.00 5.00 8.96 4.00 5.00

(1) 1In the first quarter of 2014, we adopted the proportional amortization method of accounting for Investments in Qualified Affordable Housing Projects. See
Note 1 Summary of Significant Accounting Policies for additional information. Prior periods have been recast to conform to this presentation.
() Capital ratios are calculated based on the Basel I capital framework as of December 31, 2013 and calculated based on the Basel Il Standardized Approach
framework, subject to applicable transition provisions, as of March 31, 2014. Capital ratios that are not applicable are denoted by N/A. See
MD&A Supplemental Tables Table A: Reconciliation of Non-GAAP Measures and Calculation of Regulatory Capital Measures for additional information.
() Basel IIl Common equity Tier 1 capital ratio is a regulatory measure calculated based on Common equity Tier 1 capital divided by risk-weighted assets.
@) Tier 1 common capital ratio is a regulatory capital measure under Basel I calculated based on Tier 1 common capital divided by Basel I risk-weighted assets.
() Tier 1 risk-based capital ratio is a regulatory capital measure calculated based on Tier 1 capital divided by risk-weighted assets.
() Total risk-based capital ratio is a regulatory capital measure calculated based on total risk-based capital divided by risk-weighted assets.
(M Tier 1 leverage ratio is a regulatory capital measure calculated based on Tier 1 capital divided by average assets, after certain adjustments.
Our Common Equity Tier 1 Capital ratio, as calculated under the Basel III Standardized Approach framework, subject to transition provisions,
was 12.98% as of March 31, 2014. Our Tier 1 common capital ratio, as calculated under Basel I, was 12.19% as of December 31, 2013. These
numbers are not directly comparable due to methodological differences in the calculation of the ratios and the transition requirements under the
Final Rule. Capital One Financial Corporation exceeded U.S. federal banking agencies minimum capital requirements and the Banks also
exceeded minimum regulatory requirements and were well capitalized under PCA requirements as of March 31, 2014 and December 31, 2013.

As described above, we are currently using the Basel Il Standardized Approach for calculating our regulatory capital, subject to transition
periods. Basel I1I Standardized Common Equity Tier 1 Capital under the Final Rule includes additional adjustments and deductions not included
in Tier 1 common capital calculated under Basel I, such as the inclusion of the unrealized gains and losses on available-for-sale securities
included in AOCI and the deduction of assets related to defined benefit pension and other post-retirement employee benefit plans. These
adjustments are phased-in at 20% for 2014, at 40% for 2015, at 60% for 2016, at 80% for 2017 and at 100% for 2018. Also as described above,
we will continue to use Basel I for calculating our risk-weighted assets in our regulatory capital ratios in 2014. However, beginning on

January 1, 2015, we must use the Basel III Standardized Approach for calculating our risk-weighted assets in our regulatory capital ratios.
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The following table compares our Common Equity Tier 1 Capital and risk-weighted assets as of March 31, 2014, calculated based on the Final
Rule, subject to applicable transition provisions, to our estimated Common Equity Tier 1 Capital and risk-weighted assets as of March 31, 2014,
calculated under Basel III Standardized Approach, as it applies when fully phased-in. See the table and notes below for further discussion on our
interpretations, expectations and assumptions used in calculating this ratio.

Table 16: Estimated Common Equity Tier 1 Ratio under Fully Phased-In Basel III Standardized Approach

(Dollars in millions, except ratio)

Common Equity Tier 1 Capital under Basel III Standardized as of March 31, 2014 $ 28,434
Adjustments related to unrealized gains (losses) on available for sale securities in AOCI and defined benefit pension plans" (528)
Adjustments related to PCCR intangible" (1,254)
Other adjustmentsV® 30)
Estimated Common Equity Tier 1 Capital under Fully Phased-In Basel III Standardized $ 26,622
Risk-weighted assets under Basel 1 $ 219,047
Adjustments for Basel III Standardized® 8,878
Estimated risk-weighted assets under Fully Phased-in Basel III Standardized $ 227,925
Estimated Common Equity Tier 1 Capital Ratio under Fully Phased-In Basel III Standardized®® 11.7%

(1) Includes full phase-In.

() Other adjustments are related to disallowed deferred tax assets from net operating losses and tax credit carry forwards, mortgage servicing rights and other
intangibles net of associated deferred tax liabilities.

() Adjustments to the Basel I approach to calculating risk-weighted assets include higher risk weights for 90 days or more past due exposures, high volatility
commercial real estate, securitization exposures and corresponding adjustments to PCCR intangibles, deferred tax assets and certain other assets in the
calculation of Common Equity Tier 1 Capital under the Basel III Standardized Approach.

@) Calculated by dividing estimated Common Equity Tier 1 Capital under the Fully Phased-In Basel III Standardized Approach by estimated risk-weighted
assets under the Basel III Standardized Approach.

() Comparable to our Common equity Tier 1 as of March 31, 2014 of 12.98% calculated under Basel III Standardized Approach subject to transition provisions

Under the Final Rule, when we complete our parallel run for the Advanced Approaches, our minimum risk-based capital requirement will be the

greater requirement of the Basel III Standardized and the Basel IIl Advanced Approaches. See Supervision and Regulation Basel III and U.S.

Capital Rules in our 2013 Annual Report on Form 10-K for additional information. Based on our business mix, we anticipate that we will need

to hold more regulatory capital under the Basel III Advanced Approaches than under Basel I or the Basel III Standardized Approach to meet our

minimum required regulatory capital ratios.

Capital Planning and Regulatory Stress Testing

In November 2011, the Federal Reserve finalized capital planning rules applicable to large bank holding companies like us (commonly referred

toas Comprehensive Capital Analysis and Review or CCAR ). Under these rules, bank holding companies with consolidated assets of $50 billion
or more must submit capital plans to the Federal Reserve on an annual basis and must obtain approval from the Federal Reserve before making

most capital distributions. The purpose of the rules is to ensure that large bank holding companies have robust, forward-looking capital planning
processes that account for their unique risks and capital needs to continue operations through times of economic and financial stress.

On January 6, 2014 we submitted our capital plan to the Board of Governors of the Federal Reserve as part of the 2014 CCAR cycle. On
March 26, 2014, we were informed by the Board of Governors of the Federal Reserve that it had completed its review under the CCAR process
and that it did not object to our proposed capital distribution plans submitted pursuant to CCAR.

Table of Contents 58



Edgar Filing: CAPITAL ONE FINANCIAL CORP - Form 10-Q

34 CAPITAL ONE FINANCIAL CORPORATION (COF)

Table of Contents 59



Edgar Filing: CAPITAL ONE FINANCIAL CORP - Form 10-Q

Table of Conten

As a result of this non-objection to our capital plan, we expect to maintain our quarterly dividend of $0.30 per share, subject to approval by our
Board of Directors. In addition, our Board of Directors has authorized the repurchase of up to $2.5 billion of shares of common stock through
the end of the first quarter of 2015.

Dividend Policy and Stock Purchases

We paid common stock dividends of $0.30 per share in the first quarter of 2014. We paid preferred stock dividends of $15.00 per share on the
outstanding shares of our 6.00% fixed rate non-cumulative perpetual preferred stock, Series B (the Series B Preferred Stock ) during the first
quarter of 2014. On May 1, 2014, our Board of Directors declared a quarterly dividend of $0.30 per share of common stock, payable May 22,
2014 to stockholders of record as of May 12, 2014, and a quarterly dividend of $15.00 per share of Series B Preferred Stock. Each outstanding
share of the Series B Preferred Stock is represented by depositary shares, each representing a 1/40th interest in a share of Series B Preferred
Stock. The dividend of $15.00 per share (equivalent to $0.375 per outstanding depository share) will be paid on June 2, 2014 to stockholders of
record at the close of business on May 16, 2014.

The declaration and payment of dividends to our stockholders, as well as the amount thereof, are subject to the discretion of our Board of
Directors and depend upon our results of operations, financial condition, capital levels, cash requirements, future prospects and other factors
deemed relevant by the Board of Directors. As a bank holding company, our ability to pay dividends is largely dependent upon the receipt of
dividends or other payments from our subsidiaries. Regulatory restrictions exist that limit the ability of the Banks to transfer funds to our bank
holding company. Funds available for dividend payments from COBNA and CONA were $1.6 billion and $76 million, respectively, as of

March 31, 2014. There can be no assurance that we will declare and pay any dividends. For additional information on dividends, see Part I-Item
1. Business Supervision and Regulation Dividends, Stock Purchases and Transfer of Funds in our 2013 Form 10-K.

As highlighted under Capital Planning and Regulatory Stress Testing above, we plan to repurchase up to $2.5 billion of common stock within
the CCAR 2014 approval period from the second quarter of 2014 through the first quarter of 2015. The timing and exact amount of any common
stock repurchases will depend on various factors, including market conditions, our capital position and amount of retained earnings. Our share
repurchase program does not include specific price targets, may be executed through open market purchases or privately negotiated transactions,
including utilizing Rule 10b5-1 programs, and may be suspended at any time. For additional information on stock repurchases, see Part I-Item 1.
Business-Supervision and Regulation-Dividends, Stock Repurchases and Transfer of Funds in our 2013 Form 10-K.

RISK MANAGEMENT

Overview

We use a risk framework to manage risk. We execute against our risk management framework with the Three Lines of Defense risk management

model to demonstrate and structure the roles, responsibilities and accountabilities in the organization for taking and managing risk. The First

Line of Defense is comprised of the business areas that through their day-to-day business activities take risk on our behalf. As the business

owner, the first line is responsible for identifying, assessing, managing and controlling that risk, and for mitigating our overall risk exposure. The
Second Line of Defense provides oversight of first line risk taking and management, and is comprised of our Risk Management organization and

other staff control functions. The second line assists in determining risk capacity, risk appetite, and the strategies, policies and structure for

managing risks. The second line is both an expert advisor to the first line and an effective challenger of first line risk activities. The Third Line

of Defense is comprised of our Internal Audit and Credit Review functions. The third line provides independent and objective assurance to

senior management and to the Board of Directors that first and second
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line risk management and internal control systems and its governance processes are well-designed and working as intended. Our risk framework,
which is built around governance, processes and people, consists of the following eight key elements:

Establish governance processes, accountabilities, and risk appetites

Identify and assess risks and ownership

Develop and operate controls, monitoring and mitigation plans

Test and detect control gaps and perform corrective action

Escalate key risks and gaps to Executive Management, and when appropriate the Board of Directors

Calculate and allocate capital in alignment with risk management and measurement processes (including stress testing)

Support with the right culture, talent and skills

Enabled by the right data, infrastructure and programs
We provide additional discussion of our risk management principles, roles and responsibilities, framework and risk appetite under MD&A Risk
Management in our 2013 Form 10-K.

CREDIT RISK PROFILE

Our loan portfolio accounts for the substantial majority of our credit risk exposure. These activities are also governed under our credit policy and
are subject to independent review and approval. Below we provide information about the composition of our loan portfolio, key concentrations
and credit performance metrics.

We also engage in certain non-lending activities that may give rise to credit and counterparty settlement risk, including the purchase of securities

for our investment securities portfolio, entering into derivative transactions to manage our market risk exposure and to accommodate customers,
foreign exchange transactions, and customer overdrafts. We provide additional information on credit risk related to our investment securities

portfolio under Consolidated Balance Sheets Analysis Investment Securities and credit risk related to derivative transactions in Note 9 Derivative
Instruments and Hedging Activities.

Loan Portfolio Composition

We provide a variety of lending products. Our primary products include credit cards, auto loans, home loans and commercial loans. For
information on our lending policies and procedures, including our underwriting criteria for our primary loan products, see MD&A Credit Risk
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Profile in our 2013 Form 10-K.

Our total loan portfolio consists of loans held for investment, loans held for sale and loans underlying our securitization trusts. Loans underlying

our securitization trusts are reported on our consolidated balance sheets in restricted loans for securitization investors. Table 17 presents the
composition of our portfolio of loans held for investment, by business segments, as of March 31, 2014 and December 31, 2013. Table 17 also
displays Acquired Loans. For additional information on the accounting for Acquired Loans, see MD&A Credit Risk Profile Loan Portfolio
Composition and Note 1 Summary of Significant Accounting Policies in our 2013 Form 10-K. Table 17 and the credit metrics presented in this
section exclude loans held for sale, which are carried at lower of cost or fair value and totaled $259 million and $218 million as of March 31,

2014 and December 31, 2013, respectively.
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Table 17: Loan Portfolio Composition

March 31, 2014 December 31, 2013

Acquired % of Acquired % of
(Dollars in millions) Loans Loans Total Total Loans Loans Total Total
Credit Card:
Credit card loans:
Domestic credit card and installment
loans™ $ 68222 $ 53 $ 68,275 354% $ 73,192 $ 63 $ 73,255 37.1%
International credit card loans 7,575 7,575 3.9 8,050 8,050 4.1
Total credit card 75,797 53 75,850 39.3 81,242 63 81,305 41.2
Consumer Banking:
Auto 33,077 3 33,080 17.1 31,852 5 31,857 16.2
Home loan 6,977 27,058 34,035 17.6 7,098 28,184 35,282 17.9
Retail banking 3,560 52 3,612 1.9 3,587 36 3,623 1.8
Total consumer banking 43,614 27,113 70,727 36.6 42,537 28,225 70,762 35.9
Commercial Banking:®
Commercial and multifamily real estate 21,188 68 21,256 11.0 20,666 84 20,750 10.5
Commercial and industrial 23,908 156 24,064 12.5 23,131 178 23,309 11.8
Total commercial lending 45,096 224 45,320 23.5 43,797 262 44,059 22.3
Small-ticket commercial real estate 910 910 0.5 952 952 0.5
Total commercial banking 46,006 224 46,230 24.0 44,749 262 45,011 22.8
Other:
Other loans 134 134 0.1 121 121 0.1
Total loans held for investment $165,551 $27,390 $192,941 100.0% $168,649 $ 28,550 $197,199 100.0%

(1) Domestic credit card loans includes installment loans of $261 million and $323 million as of March 31, 2014 and December 31, 2013, respectively.
(@ Includes construction loans and land development loans totaling $2.1 billion and $2.0 billion as of March 31, 2014 and December 31, 2013, respectively.
Credit Risk Measurement

We closely monitor economic conditions and loan performance trends to assess and manage our exposure to credit risk. Key metrics we track in
evaluating the credit quality of our loan portfolio include delinquency and nonperforming asset rates, as well as charge-off rates and our internal
risk ratings of larger balance commercial loans. Trends in delinquency rates are a primary indicator of credit risk within our consumer loan
portfolios, as changes in delinquency rate provide an early warning of changes in credit losses. The primary indicator of credit risk in our
commercial loan portfolios is risk ratings. Because we generally classify loans that have been delinquent for an extended period of time and
other loans with significant risk of loss as nonperforming, the level of nonperforming assets represents another indicator of the potential for
future credit losses. In addition to delinquency rates, the geographic distribution of our loans provides insight as to the credit quality of the
portfolio based on regional economic conditions.

We use borrower credit scores in underwriting for most consumer loans. We do not use credit scores as a primary indicator of credit quality
because product differences, loan structure, and other factors drive large differences in credit quality for a given credit score. We continuously
adjust our management of credit lines and collection strategies based on customer behavior and risk profile changes.
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As noted above, our Credit Card business accounted for $75.9 billion, or 39%, of our total loan portfolio as of March 31, 2014, with Domestic
Card accounting for $68.3 billion, or 35%, of our total loan portfolio as of March 31, 2014. In comparison, our Credit Card business accounted
for $81.3 billion, or 41%, of our total loan portfolio as of December 31, 2013, with Domestic Card accounting for $73.3 billion, or 37%, of our
total loan portfolio as of December 31, 2013. Based on our most recent data, we estimate that approximately one-third of our Domestic Card
portfolio had credit scores equal or below 660 or no score, based on loan balances, as of March 31, 2014, consistent with the proportion of the
Domestic Card portfolio with credit scores equal or below 660 or no score as of December 31, 2013.

We present information in the section below on the credit performance of our loan portfolio, including the key metrics we use in tracking
changes in the credit quality of our loan portfolio. We also present adjusted credit quality metrics excluding impact from Acquired Loans.

See Note 4 Loans in this Report for additional credit quality information. See Note 1 Summary of Significant Accounting Policies in our 2013
Form 10-K for information on our accounting policies for delinquent, nonperforming loans, charge-offs and troubled debt restructurings ( TDRs )
for each of our loan categories.

Delinquency Rates

We consider the entire balance of an account to be delinquent if the minimum required payment is not received by the first statement cycle date
equal to or following the due date specified on the customer s billing statement. Table 18 compares 30+ day performing and total 30+ day
delinquency rates, by loan category, as of March 31, 2014 and December 31, 2013. Table 18 also presents these metrics adjusted to exclude from
the denominator Acquired Loans accounted for based on expected cash flows expected to be collected over the life of the loans.

Our 30+ day delinquency metrics include all loans held for investment that are 30 or more days past due, whereas our 30+ day performing
delinquency metrics include loans that are 30 or more days past due and that are also currently classified as performing and accruing interest.
The 30+ day delinquency and 30+ day performing delinquency metrics are generally the same for credit card loans, as we continue to classify
the substantial majority of credit card loans as performing until the account is charged-off, typically when the account is 180 days past due. See

Note 1 Summary of Significant Accounting Policies in our 2013 Form 10-K for information on our policies for classifying loans as
nonperforming for each of our loan categories.
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Table 18: 30+ Day Delinquencies

30+ Day Performing
(Dollars in Adjusted
millions) Amount Rate® Rate®
Credit Card:
Domestic credit
card and
installment loans $ 2,062 3.02% 3.02%
International
credit card loans 272 3.59 3.59
Total credit card 2,334  3.08 3.08
Consumer
Banking:
Auto 1,750 5.29 5.29
Home loan 42 0.12 0.60
Retail banking 27  0.74 0.75
Total consumer
banking 1,819 257 4.17
Commercial
Banking:
Commercial and
multifamily real
estate 59 0.28 0.28
Commercial and
industrial 64 0.27 0.27
Total commercial
lending 123 0.27 0.27
Small-ticket
commercial real
estate 7 0.72 0.72
Total commercial
banking 130  0.28 0.28
Other:
Other loans 5 334 3.34
Total $4288 2.22% 2.59%

March 31, 2014

Amount

$ 2,062

334

2,396

1,862
303
57

2,222

100

104

204

12

216

18

$4,852

30+ Day Total
Adjusted
Rate® Rate®
3.02% 3.02%
4.41 4.41
3.16 3.16
5.63 5.63
0.89 4.34
1.57 1.59
3.14 5.09
0.47 0.47
0.43 0.44
0.45 0.45
1.35 1.35
0.47 0.47
13.26 13.26
2.51% 2.93%

30+ Day Performing

Adjusted

Amount Rate®  Rate®
$2,514 343% 3.43%

299 3.71 3.71

2,813 3.46 3.46

2,181 6.85 6.85

55 0.16 0.78

25 0.69 0.70

2,261 3.20 5.32

29 0.14 0.14

73 0.31 0.32

102 0.23 0.23

8 0.79 0.79

110 0.24 0.25

4 3.32 3.32
$5,188 2.63%  3.08%

December 31, 2013

30+ Day Total
Adjusted

Amount Rate® Rate®®
$2,514 3.43% 3.43%

367 4.56 4.56

2,881 3.54 3.55

2,375 7.46 7.46

323 0.91 4.55

52 1.44 1.46

2,750 3.89 6.47

64 0.31 0.31

108 0.46 0.47

172 0.39 0.39

11 1.17 1.17

183 0.41 0.41

19 15.72 15.72
$5,833 2.96% 3.46%

(1) Calculated by loan category by dividing 30+ day delinquent loans as of the end of the period by period-end loans held for investment for the specified loan

category, including Acquired Loans as applicable.
() Calculated by excluding Acquired Loans impact.
Table 19 presents an aging of 30+ day delinquent loans included in the above table.
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Table 19: Aging and Geography of 30+ Day Delinquent Loans

March 31, 2014 December 31, 2013
% of % of

(Dollars in millions) Amount Total Loans® Amount Total Loans()
Total loan portfolio $ 192,941 100.0% $197,199 100.00%
Delinquency status:

30 59 days $ 2,204 1.14% $ 2,617 1.33%
60 89 days 1,035 0.54 1,344 0.68
90 + days 1,613 0.83 1,872 0.95
Total $ 4852 2.51% $ 5,833 2.96%
Geographic region:

Domestic $ 4518 2.34% $ 5,466 2.77%
International 334 0.17 367 0.19
Total $ 4,852 2.51% $ 5,833 2.96%

(1) Calculated by dividing loans in each delinquency status category or geographic region as of the end of the period by the total loans held for investment,
including Acquired Loans accounted for based on expected cash flows.
Table 20 summarizes loans that were 90 days or more past due as to interest or principal and still accruing interest as of March 31, 2014 and
December 31, 2013. These loans consist primarily of credit card accounts between 90 days and 179 days past due. As permitted by regulatory
guidance issued by the Federal Financial Institutions Examination Council ( FFIEC ), we generally continue to accrue interest and fees on
domestic credit card and installment loans through the date of charge-off, which is typically in the period the account becomes 180 days past
due. While domestic credit card loans typically remain on accrual status until the loan is charged-off, we reduce the balance of our credit card
receivables by the amount of finance charges and fees billed but not expected to be collected and exclude this amount from revenue.

Table 20: 90+ Day Delinquent Loans Accruing Interest

March 31, 2014 December 31, 2013
% of % of

(Dollars in millions) Amount Total Loans Amount Total Loans
Loan category:
Credit card $1,104 1.46 % $1,283 1.58%
Consumer 1 2
Commercial 7 0.01 6 0.01
Total $1,112 0.58 % $1,291 0.65%
Geographic region:?®
Domestic $ 1,026 0.54% $1,195 0.60%
International 86 0.04 96 0.05
Total $1,112 0.58 % $1,291 0.65%
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() Delinquency rates are calculated for each loan category by dividing 90+ day delinquent loans accruing interest by period-end loans held for investment for the
specified loan category, including Acquired Loans accounted for based on expected cash flows as applicable.
() Calculated by dividing loans in each geographic region by total period-end loans held for investment.
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Nonperforming assets consist of nonperforming loans, foreclosed property and repossessed assets and the net realizable value of auto loans that
have been charged-off as a result of a bankruptcy. Nonperforming loans generally include loans that have been placed on nonaccrual status and
certain restructured loans whose contractual terms have been restructured in a manner that grants a concession to a borrower experiencing
financial difficulty. In addition, we separately track and report Acquired Loans accounted for based on expected cash flows and disclose our
delinquency and nonperforming loan rates with and without these Acquired Loans. See Note 1 Summary of Significant Accounting Policies in
our 2013 Form 10-K for information on our policies for classifying loans as nonperforming for each of our loan categories.

Table 21 presents comparative information on nonperforming loans, by loan category, and other nonperforming assets, as of March 31, 2014 and
December 31, 2013. We do not classity loans held for sale as nonperforming, as they are recorded at the lower of cost or fair value.

Table 21: Nonperforming Loans and Other Nonperforming Assets®®®

March 31, 2014 December 31, 2013

% of Total % of Total
(Dollars in millions) Amount Loans HFI Amount Loans HFI
Nonperforming loans held for investment:
Credit card:
International credit card loans $ 81 1.07 % $ 88 1.10%
Total credit card 81 0.11 88 0.11
Consumer Banking:
Auto 112 0.34 194 0.61
Home loan 370 1.09 376 1.06
Retail banking 42 1.15 41 1.13
Total consumer banking 524 0.74 611 0.86
Commerecial Banking:
Commercial and multifamily real estate 58 0.27 52 0.25
Commercial and industrial 86 0.36 93 0.40
Total commercial lending 144 0.32 145 0.33
Small-ticket commercial real estate 6 0.73 4 0.41
Total commercial banking 150 0.33 149 0.33
Other:
Other loans 17 12.47 19 15.83
Total nonperforming loans held for investment® $ 772 0.40% $ 867 0.44%
Other nonperforming assets:
Foreclosed property® $ 109 0.06 % $ 113 0.06%
Other assets® 158 0.08 160 0.08
Total other nonperforming assets 267 0.14 273 0.14
Total nonperforming assets $1,039 0.54% $1,140 0.58%

Table of Contents 70



Edgar Filing: CAPITAL ONE FINANCIAL CORP - Form 10-Q

(1) The ratio of nonperforming loans as a percentage of total loans held for investment is calculated based on the nonperforming loans divided by the total
outstanding unpaid principal balance of loans held for investment. The denominator used in calculating the nonperforming asset ratios consists of total loans
held for investment and other nonperforming assets.

(2 The nonperforming loan ratio, excluding Acquired Loans impact for home loan, total consumer banking, and total nonperforming loans held for investment
was 5.31%, 1.20%, and 0.47%, respectively, as of March 31, 2014, compared with 5.29%, 1.44%, and 0.51%, respectively, as of December 31, 2013. The
nonperforming asset ratio, excluding the impact of Acquired Loans was 0.59% and 0.63% as of March 31, 2014 and December 31, 2013, respectively.
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() We recognized interest income for loans classified as nonperforming of $3 million and $4 million in the first quarter of 2014 and 2013, respectively. Interest
income foregone related to nonperforming loans was $16 million and $18 million in the first quarter of 2014 and 2013, respectively. Foregone interest income
represents the amount of interest income that would have been recorded during the period for nonperforming loans as of the end of the period had the loans
performed according to their contractual terms.

4 Nonperforming loans as a percentage of loans held for investment, excluding the impact of domestic credit card and installment loans, was 0.62% and 0.70%
as of March 31, 2014 and December 31, 2013, respectively.

(&) Includes foreclosed properties related to Acquired Loans of $64 million and $68 million as of March 31, 2014 and December 31, 2013, respectively.

(©)  Includes the net realizable value of auto loans that have been charged-off as a result of a bankruptcy and repossessed assets obtained in satisfaction of auto
loans. Both of these amounts are included in other assets.

Net Charge-Offs

Net charge-offs consist of the unpaid principal balance of loans held for investment that we determine are uncollectible, net of recovered

amounts. We exclude accrued and unpaid finance charges and fees and fraud losses from charge-offs. Charge-offs are recorded as a reduction to
the allowance for loan and lease losses and subsequent recoveries of previously charged-off amounts are credited to the allowance for loan and
lease losses. Costs incurred to recover charged-off loans are recorded as collection expense and included in our consolidated statements of

income as a component of other non-interest expense. Our charge-off time frame for loans varies based on the loan type. See Note 1 Summary of
Significant Accounting Policies Loans in our 2013 Form 10-K for information on our charge-off policy for each of our loan categories.

Table 22 presents our net charge-off amounts and rates, by business segment, in the first quarter of 2014 and 2013.

Table 22: Net Charge-Offs

Three Months Ended March 31,

2014 2013

Adjusted Adjusted
(Dollars in millions) Amount Rate® Rate® Amount Rate® Rate®
Credit Card business:
Domestic credit card and installment loans $ 700 4.01% 4.01% $ 827 4.43% 4.44%
International credit card loans 80 4.17 4.17 95 4.59 4.59
Total credit card 780 4.02 4.03 922 4.45 4.46
Consumer Banking business:
Auto 134 1.66 1.66 122 1.78 1.78
Home loan 5 0.06 0.29 4 0.04 0.22
Retail banking 9 0.95 0.96 17 1.85 1.87
Total consumer banking 148 0.84 1.37 143 0.78 1.47
Commercial Banking business:
Commercial and multifamily real estate 1 0.01 0.01 1 0.01 0.01
Commercial and industrial 2 0.03 0.03 2 0.04 0.04
Total commercial lending 3 0.02 0.02 3 0.03 0.03
Small-ticket commercial real estate 1 0.67 0.67 4 1.41 1.41
Total commercial banking 4 0.04 0.04 7 0.07 0.07
Other:
Other loans (€)) (0.68) (0.68) 7 14.53 18.47
Total $ 931 1.92% 2.24% $ 1,079 2.20% 2.69%
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Average loans held for investment $ 193,722 $ 195,997
Average loans held for investment (excluding acquired
loans) 165,962 160,291
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(1) Calculated for each loan category by dividing annualized net charge-offs for the period by average loans held for investment during the period.
() Calculated by excluding Acquired Loans from the denominator.
Loan Modifications and Restructurings

As part of our loss mitigation efforts, we may provide short-term (three to twelve months) or long-term (greater than twelve months)
modifications to a borrower experiencing financial difficulty to improve long-term collectability of the loan and to avoid the need for foreclosure
or repossession of collateral.

Table 23 presents the loan balances as of March 31, 2014 and December 31, 2013, for which loan modifications were made as part of our loss
mitigation efforts, all of which are considered to be TDR. Table 23 excludes loan modifications that do not meet the definition of a TDR and
Acquired Loans, with the exception of commercial loans, accounted for based on expected cash flows, which we track and report separately.

Table 23: Loan Modifications and Restructurings

March 31, 2014 December 31, 2013

% of Total % of Total
(Dollars in millions) Amount Modifications Amount Modifications
Modified and restructured loans:
Credit card" $ 749 44.0 % $ 780 46.4%
Auto 371 21.8 355 21.1
Home loan 241 14.2 244 14.5
Retail banking 58 34 64 3.8
Commercial banking 282 16.6 238 14.2
Total $1,701 100.0% $ 1,681 100.0%
Status of modified and restructured loans:
Performing $1,276 75.0% $1,250 74.4%
Nonperforming 425 25.0 431 25.6
Total $1,701 100.0% $ 1,681 100.0%

(M Amount reported reflects the total outstanding customer balance, which consists of unpaid principal balance, accrued interest and fees.

The vast majority of our credit card TDR loan modifications involve a reduction in the interest rate on the account and placing the customer on a
fixed payment plan not exceeding 60 months. We determine the effective interest rate for purposes of measuring impairment on modified loans
that involve a reduction and are considered to be a TDR based on the interest rate in effect immediately prior to the loan entering the

modification program. In some cases, the interest rate on a credit card account is automatically increased due to non-payment, late payment or
similar events. In all cases, we cancel the customer s available line of credit on the credit card. If the customer does not comply with the modified
payment terms, then the credit card loan agreement may revert to its original payment terms, with the amount of any loan outstanding reflected

in the appropriate delinquency category. The loan amount may then be charged-off in accordance with our standard charge-off policy.

The majority of our modified home loans involve a combination of an interest rate reduction, term extension or principal reduction. The vast
majority of modified auto and commercial loans include a reduction in interest rate or a term extension. We provide additional information on
modified loans accounted for as TDRs, including the performance of those loans subsequent to modification, in Note 4 Loans.

Impaired Loans

A loan is considered impaired when, based on current information and events, it is probable that we will be unable to collect all amounts due
from the borrower in accordance with the original contractual terms of the loan.
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Generally, we report loans as impaired based on the method for measuring impairment in accordance with applicable accounting guidance.
Loans defined as individually impaired, include larger balance commercial nonperforming loans and TDR loans. Loans held for sale are not
reported as impaired, as these loans are recorded at lower of cost or fair value. Impaired loans also exclude Acquired Loans accounted for based
on expected cash flows because this accounting methodology takes into consideration future credit losses expected to be incurred, as discussed
above under Summary of Selected Financial Data.

Impaired loans, including TDRs, totaled $2.0 billion as of March 31, 2014, compared with $1.9 billion as of December 31, 2013. TDRs
accounted for $1.7 billion of impaired loans as of both March 31, 2014 and December 31, 2013. We provide additional information on our
impaired loans, including the allowance established for these loans, in Note 4 Loans and Note 5 Allowance for Loan and Lease Losses.

Allowance for Loan and Lease Losses

Our allowance for loan and lease losses represents management s best estimate of incurred loan and lease credit losses inherent in our held for
investment portfolio as of each balance sheet date. We provide additional information on the methodologies and key assumptions used in
determining our allowance for loan and lease losses in Note 1 Summary of Significant Accounting Policies in our 2013 Form 10-K.

Our allowance decreased by $217 million to $4.1 billion as of March 31, 2014 from $4.3 billion as of December 31, 2013. The reduction in the
allowance was mainly due to a reduction in loan balances and an improved credit outlook.

Table 24 displays changes in our allowance for loan and lease losses for the first quarter of 2014 and 2013, which details by loan type, the
provision for credit losses recognized in our consolidated statements of income for each period and charge-offs recorded against the allowance
for loan and lease losses.
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Table 24: Allowance for Loan and Lease Losses Activity

(Dollars in millions)

Balance at beginning of period, as reported

Provision for credit losses"
Charge-offs:
Credit Card:

Domestic credit card and installment loans

International credit card loans
Total credit card

Consumer Banking:
Auto

Home loan

Retail banking

Total consumer banking

Commercial Banking:
Commercial and multifamily real estate
Commercial and industrial

Total commercial lending
Small-ticket commercial real estate

Total commercial banking
Other loans

Total charge-offs

Recoveries:
Credit Card:

Domestic credit card and installment loans

International credit card loans
Total credit card

Consumer Banking:
Auto

Home loan

Retail banking

Total consumer banking

Commercial Banking:
Commercial and multifamily real estate
Commercial and industrial

Total commercial lending
Small-ticket commercial real estate
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Total commercial banking 3 5
Other loans 3 1
Total recoveries 404 417
Net charge-offs 931) (1,079)
Impact of loan transfers, sales and other changes® ) (306)
Balance at end of period $ 4,098 $ 4,606
Allowance for loan and lease losses as a percentage of loans held for investment 2.12% 2.41%

(1) The total provision for credit losses reported in our consolidated statements of income of $735 million and $885 million in the first quarter of 2014 and 2013,
respectively, consists of a provision for loan and lease losses and a provision for unfunded lending commitments. The provision for credit losses reported in
the above table relates only to the provision for loan and lease losses. It does not include the provision for unfunded lending commitments of $12 million and
$50 million in the first quarter of 2014 and 2013, respectively.
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(2 Consists of a reduction in the allowance of $289 million, which was attributable to the transfer of loans from HFI to HFS related to Best Buy, in the first
quarter of 2013. It also contains a foreign translation and an other adjustment of $9 million and $17 million in the first quarter of 2014 and 2013, respectively.
Table 25 presents an allocation of our allowance for loan and lease losses by loan category as of March 31, 2014 and December 31, 2013.

Table 25: Allocation of the Allowance for Loan and Lease Losses"

March 31, 2014 December 31, 2013

Coverage Coverage
(Dollars in millions) Amount Ratio Amount Ratio
Credit Card®:
Domestic credit card and installment loans $ 2,622 3.84% $ 2,836 3.87%
International credit card loans 362 4.77 378 4.70
Total credit card 2,984 3.93 3,214 3.95
Consumer Banking®:
Auto 608 1.84 606 1.90
Home loan 72 0.21 83 0.24
Retail banking 64 1.78 63 1.74
Total consumer banking 744 1.05 752 1.06
Commercial Banking®:
Commercial and multifamily real estate 158 0.74 143 0.69
Commercial and industrial 180 0.75 166 0.71
Total commercial lending 338 0.75 309 0.70
Small-ticket commercial real estate 24 2.60 29 3.05
Total commercial banking 362 0.78 338 0.75
Other loans 8 5.68 11 9.09
Total $ 4,098 2.12% $ 4315 2.19%
Total allowance coverage ratios:
Period-end loans held for investment $ 192,941 2.12% $197,199 2.19%
Period-end loans held for investment (excluding Acquired Loans) 165,551 2.45 168,649 2.54
Nonperforming loans® 772 530.72 867 497.69
Allowance coverage ratios by loan category®:
Credit card (30+ day delinquent loans) 2,396 124.52% 2,881 111.56%
Consumer banking (30+ day delinquent loans) 2,222 33.47 2,750 27.35
Commercial banking (nonperforming loans) 150 241.06 149 226.85

(1) The coverage ratio, excluding Acquired Loans impact for home loan and total consumer banking was 0.54%, and 1.62%, respectively, as of March 31, 2014,
compared with 0.64% and 1.68%, respectively, as of December 31, 2013.

(2 Calculated based on the allowance for loan and lease losses attributable to each loan category divided by the outstanding balance of loans within each
segment.

() Our policy is generally not to classify domestic credit card and installment loans as nonperforming and we generally accrue interest on domestic credit card
and installment loans through the date of charge-off. The allowance for loan and lease losses as a percentage of nonperforming loans, excluding the allowance
related to our domestic credit card and installment loans, was 191.08% as of March 31, 2014 and 170.59% as of December 31, 2013.

@) Calculated based on the total allowance for loan and lease losses divided by the outstanding balance of loans within the specified loan category.
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LIQUIDITY RISK PROFILE

We have established liquidity guidelines that are intended to ensure we have sufficient asset-based liquidity to withstand the potential impact of
deposit attrition or diminished liquidity in the funding markets. Our guidelines include maintaining an adequate liquidity reserve to cover our
potential funding requirements and diversified funding sources to avoid over-dependence on volatile, less reliable funding markets. Our liquidity
reserves consist of readily-marketable or pledgable assets which can be used as a source of liquidity, if needed.

Table 26 below presents the composition of our liquidity reserves as of March 31, 2014 and December 31, 2013.

Table 26: Liquidity Reserves

March 31, December 31,
(Dollars in millions) 2014 2013
Cash and cash equivalents $ 6,182 $ 6,291
Investment securities available for sale, at fair valueV 40,721 41,800
Investment securities held to maturity, at fair value'” 20,463 19,185
Total investment securities portfolio. 61,184 60,985
FHLB borrowing capacity secured by loans 30,186 28,623
Outstanding FHLB advances and letters of credit secured by loans (1,411) (8,917)
Outstanding FHLB advances and letters of credit secured by securities (2,905) (7,808)
Securities encumbered for Public Funds and others (10,983) 9,491)
Total liquidity reserves $ 82,253 $ 69,683

(1) The weighted average life of our securities was approximately 6.3 years as of both March 31, 2014 and December 31, 2013.

Our liquidity reserves increased by $12.6 billion, or 18%, in the first quarter of 2014, to $82.3 billion as of March 31, 2014 from $69.7 billion as

of December 31, 2013. This increase was primarily attributable to lower short-term FHLB advances as we experienced a seasonal drop in loan
balances coupled with an increase in consumer deposits within the quarter. See MD&A Risk Management in our 2013 Form 10-K for additional
information on our management of liquidity risk.

Funding

Our funding objective is to establish an appropriate maturity profile using a cost-effective mix of both short-term and long-term funds. We use a
variety of funding sources, including customer deposits, short-term borrowings, the issuance of senior and subordinated notes and other
borrowings, and loan securitization transactions. In addition, we utilize FHLB advances, which are secured by certain portions of our loan and
investment securities portfolios, for our funding needs.

Customer Deposits

Our customer deposits provide a stable and relatively low cost of funds and are our largest source of funding. Table 27 provides a comparison of
the composition of our customer deposits, average balances, interest expense and average deposit rates for the first quarter of 2014 and full year
2013.
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Table 27: Deposit Composition and Average Deposit Rates

Three Months Ended March 31, 2014

% of Average
Period End Average Interest Average Deposit
(Dollars in millions) Balance Balance Expense Deposits Rate
Non-interest bearing checking accounts $ 24,110 $ 21,659 N/A 10.5% N/A
Interest-bearing checking accounts) 43,770 43,896 $ 56 21.3 0.51%
Saving deposits® 130,690 128,887 $ 185 62.6 0.57
Time deposits less than $100,000 5,901 6,028 20 2.9 1.30
Total core deposits 204,471 200,470 261 97.4 0.52
Time deposits of $100,000 or more 2,696 2,758 14 1.3 2.06
Foreign time deposits® 1,157 2,614 1 13 0.16
Total customer deposits $208,324 $ 205,842 $ 276 100.0% 0.53%

Twelve Months Ended December 31, 2013

Period % of Average
End Average Interest Average Deposit
(Dollars in millions) Balance Balance Expense Deposits Rate
Non-interest bearing checking accounts $ 22,643 $ 21,345 N/A 10.2% N/A
Interest-bearing checking accounts! 43,880 43,823 $ 254 21.0 0.58%
Saving deposits® 127,667 129,373 714 61.8 0.55
Time deposits less than $100,000 6,299 8,955 161 4.3 1.80
Total core deposits 200,489 203,496 1,129 97.3 0.55
Time deposits of $100,000 or more 2,852 3,938 108 1.9 2.74
Foreign time deposits® 1,182 1,611 4 0.8 0.25
Total customer deposits $ 204,523 $ 209,045 $ 1,241 100.0% 0.59%

(1) Includes Negotiable Order of Withdrawal ( NOW ) accounts.

@ Includes Money Market Deposit Accounts ( MMDA ).

(3 Substantially all of our foreign time deposits are greater than $100,000 as of both March 31, 2014 and December 31, 2013.

Total deposits increased by $3.8 billion during the first quarter of 2014 to $208.3 billion as of March 31, 2014, from $204.5 billion as of
December 31, 2013, primarily driven by seasonality and growth in Retail Banking, which reflected our focus on deepening deposit relationships
with existing customers and our continued marketing strategy to attract new business. Our deposits include brokered deposits, which we
obtained through the use of third-party intermediaries. Those brokered deposits are reported in savings deposit accounts and time deposits in the
above table and totaled $5.0 billion and $6.0 billion as of March 31, 2014 and December 31, 2013, respectively.

FDIC limits the use of brokered deposits to well-capitalized insured depository institutions and, with a waiver from the FDIC, to adequately
capitalized institutions. COBNA and CONA were well-capitalized, as defined under the federal banking regulatory guidelines, as of both
March 31, 2014 and December 31, 2013, and therefore were permitted to maintain brokered deposits.

Short-term Borrowings and Long-term Debt

We access the capital markets to meet our funding needs through the issuance of senior and subordinated notes, loan securitization transactions,
and federal funds purchased and securities loaned or sold under agreements to repurchase. We participate in the federal funds market regularly to
take advantage of attractive offers and to keep a visible presence in the market, which is intended to ensure that we are able to access the federal
funds market in
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a time of need. In addition, we may utilize short-term as well as long-term FHLB advances for our funding needs. FHLB advances are secured
by our investment securities, residential home loans, multifamily loans, commercial real-estate loans and home equity lines of credit.

Our short-term borrowings include those borrowings with an original contractual maturity of one year or less, do not include the current portion
of long-term debt, and typically have not represented a significant portion of our overall funding. The short-term borrowings, which consist of
federal funds purchased and securities loaned or sold under agreements to repurchase, and short-term FHLB advances, decreased by $11.8
billion in the first quarter of 2014, from $16.2 billion as of December 31, 2013 to $4.4 billion as of March 31, 2014. This decrease reflects $16.8
billion in payoffs of FHLB advances, partially offset by $4.4 billion in new advances.

Our long-term debt, which consists of securitized debt obligations, senior and subordinated notes, and long-term FHLB advances, increased by
$1.2 billion in the first quarter of 2014, from $24.4 billion as of December 31, 2013 to $25.7 billion as of March 31, 2014. The increase was
primarily attributable to new senior note issuances of $2.0 billion and card securitization issuances of $950 million, partially offset by $1.7
billion of expected maturities.

Table 28 provides the average balances, weighted average interest rate, and maximum month-end outstanding amounts of our short-term
borrowings for the three months ended March 31, 2014 and 2013. This table also presents the period-end balances and weighted average interest
rate of our short-borrowings as of March 31, 2014 and December 31, 2013.

Table 28: Short-Term Borrowings

Three Months Ended March 31,

2014 2013
Weighted Weighted
Average Average
Outstanding Interest Outstanding Interest
(Dollars in millions) Amount Rate Amount Rate
Average during the period:
Federal funds purchased and repurchase agreements $ 1,483 0.08 % $ 1,109 0.18%
FHLB advances 8,980 0.25 15,647 0.27
Total short-term borrowings $10,463 0.23% $ 16,756 0.26%
March 31, 2014 December 31, 2013
Weighted Maximum Weighted Maximum
Average Month-End Average Month-End
Interest Outstanding Interest Outstanding
(Dollars in millions) Amount Rate Amount Amount Rate Amount
Period-end balance:
Federal funds purchased and repurchase agreements $1,544 0.06% $ 1,544 $ 0915 0.06% $ 2,258
FHLB advances 2,900 0.20 12,500 15,300 0.25 16,600
Total short-term borrowings $ 4,444 0.15% $16,215 0.24%

Table 29 displays the maturity profile, based on contractual maturities, of our short-term borrowings and long-term debt including securitization
debt obligations, senior and subordinated notes and other borrowings as of March 31, 2014, and the outstanding balances as of December 31,
2013.
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Table 29: Contractual Maturity Profile of Outstanding Debt

March 31, 2014

Up to >1 Year > 2 Years > 3 Years >4 Years December 31,
(Dollars in millions) 1 Year to 2 Years to 3 Years to 4 Years to 5 Years > 5 Years Total 2013
Short-term borrowings:
Federal funds purchased and
securities loaned or sold under
agreements to repurchase $ 1,544 $ $ $ $ $ $ 1,544 $ 915
FHLB advances 2,900 2,900 15,300
Total short-term borrowings 4,444 4,444 16,215
Long-term debt:
Securitized debt obligations 1,680 1,654 4,425 1,811 138 75 9,783 10,289
Senior and subordinated notes:
Unsecured senior debt 3,260 1,639 2,471 1,220 1,584 2,026 12,200 10,464
Unsecured subordinated debt 100 1,111 1,480 2,691 2,670
Total senior and subordinated
notes 3,360 1,639 3,582 1,220 1,584 3,506 14,891 13,134
Other long-term borrowings:
FHLB advances 931 17 19 24 6 3 1,000 1,016
Total long-term debt™™ 5,971 3,310 8,026 3,055 1,728 3,584 25,674 24,439
Total short-term borrowings
and long-term debt $10,415 $ 3,310 $ 8,026 $ 3,055 $ 1,728 $ 3,584 $30,118 $ 40,654
Percentage of total 34% 11% 27 % 10% 6% 12% 100%

(1) Includes unamortized discounts, premiums and other cost basis adjustments, which together result in a net reduction of $233 million and $236 million as of
March 31, 2014 and December 31, 2013, respectively.
We provide additional information on our short-term borrowings and long-term debt above under Consolidated Condensed Balance Sheets
Analysis Securitized Debt Obligations, = Consolidated Condensed Balance Sheet Analysis Other Debt andin Note 8 Deposits and Borrowings.

Borrowing Capacity

Under our shelf registration statement filed with the U.S. Securities and Exchange Commission on April 30, 2012, from time to time, we may
offer and sell an indeterminate aggregate amount of senior or subordinated debt securities, preferred stock, depository shares, common stock,

purchase contracts, warrants and units. There is no limit under this shelf registration statement to the amount or number of such securities that
we may offer and sell, subject to market conditions. Our current shelf registration statement will expire three years from the filing date.

In addition to our issuance capacity under the shelf registration statement, we also have access to FHLB advances with a maximum borrowing
capacity of $37.8 billion as of March 31, 2014. This borrowing capacity was secured by posting $30.2 billion of loans and $7.6 billion of
securities as collateral. As of March 31, 2014, we had outstanding FHLB advances and letters of credit of $4.3 billion and $33.5 billion still
available to us to borrow under this program. The ability to draw down funding is based on membership status and the amount is dependent
upon the Banks ability to post collateral. Our FHLB membership is secured by our investment in FHLB stock of $205 million and $774 million
as of March 31, 2014 and December 31, 2013, respectively,