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Item 1. Business

Our Business

Ally Financial Inc. (together with its consolidated subsidiaries unless the context requires otherwise, Ally, the
Company, or we, us, or our) is a leading digital financial services company with $163.7 billion in assets as of
December 31, 2016, offering diversified financial products for consumers, businesses, automotive dealers and
corporate clients. Our legacy dates back to 1919, and Ally was redesigned in 2009 with a distinctive brand and
relentless focus on our customers. We reconverted to a Delaware corporation in 2009 and are registered as a bank
holding company (BHC) under the Bank Holding Company Act of 1956 as amended (the BHC Act) and a financial
holding company (FHC) under the Gramm-Leach-Bliley Act of 1999 as amended (the GLB Act). Our banking
subsidiary, Ally Bank, is an award-winning online bank, and an indirect, wholly-owned subsidiary of Ally Financial
Inc., offering a variety of deposit and other banking products, with total assets of $123.5 billion and deposits of $78.9
billion at December 31, 2016.

Dealer Financial Services, which includes our Automotive Finance and Insurance segments, Mortgage Finance, and
Corporate Finance, are our primary lines of business. Corporate and Other primarily consists of activity related to
centralized corporate treasury activities, the management of our legacy mortgage portfolio, the activity related to our
new wealth management portfolio, and reclassifications and eliminations between the reportable operating segments.
Ally Bank contains 75% of Ally’s total assets at December 31, 2016, and is expected to contain a larger portion of our
assets going forward. Ally Bank's assets and operating results are divided among our Automotive Finance, Mortgage
Finance, and Corporate Finance segments based on its underlying business activities.

Our strategy continues to focus on diversifying the franchise by expanding our automotive and banking product
offerings. Within our Automotive Finance operations we are focused on strengthening our network of dealer
relationships and on the newer online marketplaces in line with our risk appetite. This includes extending our leading
position in automotive finance in the U.S. by continuing to provide automotive dealers and their retail customers with
premium service, a comprehensive product suite, consistent funding and competitive pricing, reflecting our
commitment to the automotive industry. Within Ally Bank, we seek to broaden and deepen the franchise, by prudently
expanding our consumer and commercial banking products, while extending our foundation and providing a high
level of customer service.

In addition, we are well positioned as the marketplace continues to evolve and are working to build on our existing
foundation of approximately 5.6 million customers, strong brand, innovative culture, and leading digital platform to
expand our products and services and to create an integrated customer experience. In September 2016, we launched
our first ever enterprise-wide campaign themed "Do It Right." The campaign introduces a broad audience to our full
suite of digital financial services and helps crystallize our culture for consumers.

Our use of the term “loans” describes all of the products associated with our direct and indirect lending activities. The
specific products include loans, retail installment sales contracts, lines of credit, leases, and other financing products.
The term “lend” or “originate” refers to our direct origination of loans or our purchase or acquisition of loans.

For further details and information related to our business segments and the products and services they provide, refer
to Management’s Discussion and Analysis of Financial Condition and Results of Operations (MD&A) and Note 27 to
the Consolidated Financial Statements.

Industry and Competition

The markets for automotive financing, insurance, mortgage, and banking are highly competitive. We directly compete
in the automotive financing market with banks, credit unions, captive automotive finance companies, and independent
finance companies. Our insurance business also faces significant competition from automotive manufacturers, captive
automotive finance companies, insurance carriers, third-party administrators, brokers, and other insurance-related
companies. Some of these competitors have certain exclusivity privileges with automotive manufacturing companies
whose customers and dealers compose a significant portion of our customer base. In addition, our banking and
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brokerage businesses face intense competition from banks, savings associations, finance companies, credit unions,
mutual funds, investment advisers, asset managers, brokerage firms, hedge funds, insurance companies,
mortgage-banking companies, and credit card companies. Financial-technology (fintech) companies also have been
partnering more often with financial services providers to compete against us in lending and other markets. Many of
our competitors have substantial positions nationally or in the markets in which they operate. Some of our competitors
have lower cost structures, substantially lower costs of capital, and much less reliance on securitization, unsecured
debt, and other capital markets. Our competitors may be subject to different, and in some cases less stringent
legislative, regulatory, or supervisory regimes than we are. Competition affects every aspect of our business, including
product offerings, rates, pricing and fees, and customer service. Successfully competing in our markets also depends
on our ability to innovate, to invest in technology and infrastructure, and to attract, retain, and motivate talented
employees, all the while effectively managing expenses. We expect that competition will only intensify in the future.
Regulation and Supervision

We are subject to sweeping regulatory frameworks in the United States—at federal, State, and local levels—that affect the
products and services that we may offer and the manner in which we may offer them, the risks that we may take, the
ways in which we may operate, and the corporate and financial actions that we may take.
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We are also subject to direct supervision and periodic examinations by various government agencies and industry
self-regulatory organizations that are charged with overseeing the kinds of business activities in which we engage,
including the Board of Governors of the Federal Reserve System (FRB), the Utah Department of Financial Institutions
(UDFY), the Federal Deposit Insurance Corporation (FDIC), the Consumer Financial Protection Bureau (CFPB), the
Securities and Exchange Commission (SEC), and the Financial Industry Regulatory Authority (FINRA). These
agencies and organizations generally have broad authority and discretion in restricting or otherwise affecting our
businesses and operations and may take enforcement actions against us when, in the applicable agency’s judgment, our
businesses or operations fail to comply with applicable law or comport with safe and sound practices.

This scheme of regulation, supervision, and examination is intended primarily for the protection and benefit of our
depositors and other customers, the FDIC’s Deposit Insurance Fund (the DIF), the banking and financial systems as a
whole, and the broader economy, not for the protection or benefit of our shareholders or non-deposit creditors.

This section summarizes some relevant provisions of the principal laws that apply to us. The descriptions, however,
are not complete and are qualified in their entirety by the full text and judicial or administrative interpretations of
those laws and other laws that affect us.

Bank Holding Company and Financial Holding Company Status

Ally and IB Finance Holding Company, LLC (IB Finance) are currently both BHCs under the BHC Act. Ally is also
an FHC under the Gramm-Leach-Bliley Act of 1999 (GLB Act). IB Finance is the direct holding company for Ally's
FDIC-insured depository institution, Ally Bank. As a BHC, Ally is subject to supervision, examination, and regulation
by the FRB. Ally must also comply with regulatory risk-based and leverage capital requirements, as well as various
safety and soundness standards imposed by the FRB, and is subject to certain statutory restrictions concerning the
types of assets or securities it may own and the activities in which it may engage. On March 21, 2016, Ally Bank, our
banking subsidiary, became a member of the Federal Reserve System and is subject to supervision, examination, and
regulation by the FRB, through the Federal Reserve Bank of Chicago, and as a Utah chartered bank, by the UDFI.
Permitted Activities — The GLB Act amended the BHC Act by providing a regulatory framework applicable to
“financial holding companies,” which are bank holding companies that meet certain qualifications and elect FHC status.
FHCs are generally permitted to engage in a broader range of financial and related activities than those that are
permissible for BHCs, in particular, securities, insurance, and merchant banking activities. The FRB supervises,
examines, and regulates FHCs, as it does all BHCs. However, insurance and securities activities conducted by a FHC
or its nonbank subsidiaries are also regulated by functional regulators. Our election to become a FHC under the BHC
Act was approved by the FRB and became effective on December 20, 2013. Ally's status as a FHC allows us to
continue all existing insurance activities, as well as our SmartAuction vehicle remarketing services for third parties.
To maintain its status as a FHC, Ally and its bank subsidiary, Ally Bank, must remain “well-capitalized” and
“well-managed,” as defined under applicable law. Refer to Note 21 to the Consolidated Financial Statements for
additional information. See also “Basel Capital Frameworks” below. Under the BHC Act, Ally generally may not,
directly or indirectly, acquire more than 5% of any class of voting shares of any nonaffiliated bank or BHC without
first obtaining FRB approval.

Dodd-Frank Wall Street Reform and Consumer Protection Act — The Dodd-Frank Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act) of 2010 significantly overhauled many aspects of the regulation of the financial
services industry, addressing, among other things, systemic risk, capital adequacy, deposit insurance assessments,
consumer financial protection, derivatives, restrictions on an insured bank’s transactions with its affiliates, lending
limits, and mortgage-lending practices. A number of provisions in the Dodd-Frank Act have entered into effect while
others will become effective at a later date after a rulemaking process is completed. While U.S. regulators have
finalized many regulations to implement various provisions of the Dodd-Frank Act, they plan to propose or finalize
additional implementing regulations in the future.

The Dodd-Frank Act has had, and will have as its provisions are further implemented, material implications for Ally
and the entire financial services industry. Among other things, the Dodd-Frank Act and its implementing regulations:
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subject Ally to enhanced prudential standards, oversight, and scrutiny as a result of being a BHC with $50 billion or
more in total consolidated assets (a large BHC);

have increased the levels of capital and liquidity with which Ally must operate and affect how it plans capital and
liquidity levels;

subject Ally to new and/or higher fees paid to various regulatory entities, including but not limited to deposit
insurance fees paid by Ally Bank to the FDIC;

require Ally to provide to the FRB and FDIC an annual plan for its rapid and orderly resolution in the event of
material financial distress;

subject Ally to regulation and examination by the CFPB, which has very broad rule-making, examination, and
enforcement authorities; and

subject derivatives that Ally enters into for hedging, risk management, and other purposes to a comprehensive
regulatory regime that requires central clearing and execution on designated markets or execution facilities for certain
standardized derivatives and imposes margin, documentation, trade reporting, and other new requirements.
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These and other requirements may, either currently or in the future, impact Ally’s business and risk management
strategies and/or restrict the revenue that Ally generates from certain businesses.

Enhanced Prudential Standards — In January 2015, Ally became subject to the requirements of an FRB rule
implementing for large BHCs such as Ally certain enhanced prudential standards under the Dodd-Frank Act. Among
other things, the final rule requires Ally to maintain a buffer of unencumbered highly liquid assets to meet projected
net cash outflows for 30 days over the range of liquidity stress scenarios used in internal stress tests and to comply
with a number of risk management and governance requirements, including liquidity risk management standards.
Other enhanced prudential standards for large BHCs under the Dodd-Frank Act include single counterparty credit
limits and an early remediation framework. The FRB has either proposed but not yet finalized, or has yet to propose,
rules implementing such standards.

Liquidity Coverage Ratio Requirements — The FRB and other U.S. federal banking agencies have implemented
requirements related to the liquidity coverage ratio (LCR) consistent with international standards developed by the
Basel Committee on Banking Supervision (Basel Committee). In short, the LCR rules establish a mandatory ratio of
high-quality liquid assets to total net cash outflows over a prospective 30 calendar-day period. LCR rules that apply to
Ally are those that apply to depository institution holding companies with $50 billion or more but less than $250
billion in total consolidated assets and less than $10 billion of foreign exposures. The applicable LCR requires
depository institution holding companies, including Ally, to calculate their LCR on a monthly basis beginning January
1, 2016, subject to a transition period. In 2017, Ally will be required to maintain an LCR of 100%.

Capital Adequacy Requirements — Ally and Ally Bank are subject to various capital adequacy requirements as
established under FRB and FDIC regulations. Refer to Note 21 to the Consolidated Financial Statements for
additional information. See also “Basel Capital Frameworks” below.

Capital Planning and Stress Tests — Pursuant to the Dodd-Frank Act, the FRB has adopted capital planning and stress
test requirements for large BHCs, including Ally, which form part of the FRB's Comprehensive Capital Analysis and
Review (CCAR) process. Under the FRB's capital plan rule, Ally must submit an annual capital plan to the FRB,
taking into account the results of stress tests conducted by Ally based on scenarios prescribed by the FRB. The capital
plan must include a description of all planned capital actions over a nine-quarter planning horizon, including any
issuance of a debt or equity capital instrument, any capital distribution, and any similar action that the FRB
determines could have an impact on Ally's consolidated capital. The capital plan must also include a discussion of
how Ally will maintain capital above the U.S. Basel III minimum regulatory capital ratios for each period over the
nine-quarter planning horizon, and serve as a source of strength to Ally Bank. The FRB will either object to Ally's
capital plan, in whole or in part, or provide a notice of non-objection. If the FRB objects to the capital plan, or if
certain material events occur after approval of the plan, Ally must submit a revised capital plan within 30 days. In
addition, even with an approved capital plan, Ally must seek the approval of the FRB before making a capital
distribution if, among other factors, Ally would not meet its regulatory capital requirements after making the proposed
capital distribution.

Ally received a non-objection to its 2015 and 2016 capital plans. Ally expects to submit its 2017 capital plan by April
5, 2017, with a response expected from the FRB by June 30, 2017.

The FRB final stress test rule requires Ally to conduct semi-annual (annual and mid-cycle) company-run stress tests
under baseline, adverse, and severely adverse economic scenarios over a planning horizon that spans nine quarters.
The rule also subjects Ally to an annual supervisory stress test conducted by the FRB. For the 2016 stress testing
cycle, Ally submitted the results of its semi-annual stress tests to the FRB in April and October 2016. Ally expects to
submit its 2017 company-run stress tests by April 5, 2017, and October 5, 2017.

In addition, the FRB publishes summary results of the supervisory stress tests of each large BHC, including Ally,
conducted by the FRB pursuant to the Dodd-Frank Act. The supervisory stress tests are intended to provide
supervisors, investors, and others with forward-looking information to help identify downside risk and the potential
effect of adverse conditions on capital adequacy.
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In January 2017, the FRB finalized a rule amending the capital planning and stress testing rules, effective for the 2017
cycle. The final rule, among other things, revises the capital plan rule to no longer subject large and noncomplex
firms, including Ally, to the provisions of the existing rule whereby the FRB may object to a capital plan on the basis
of qualitative deficiencies in the firm’s capital planning process. Under the final rule, the qualitative assessment of
Ally’s capital plan will be conducted outside of the CCAR process, through the supervisory review process, and Ally’s
reporting requirements will be modified to reduce certain reporting burdens related to capital planning and stress
testing. The final rule will also decrease the de minimis threshold for the amount of capital that Ally could distribute
to shareholders outside of an approved capital plan without seeking prior approval of the FRB.

Limitations on Bank and Bank Holding Company Dividends and Capital Distributions — Utah law (and, in certain
instances, federal law) places restrictions and limitations on dividends or other distributions payable by our banking
subsidiary, Ally Bank, to Ally. Under the FRB’s capital plan rule, an objection to a large BHC's capital plan generally
prohibits it from paying dividends or making certain other capital distributions without specific FRB non-objection to
such action. Even if a large BHC receives a non-objection to its capital plan, it may not pay a dividend or make
certain other capital distributions without FRB approval under certain circumstances (e.g., where the BHC would not
meet certain minimum regulatory capital ratios after giving effect to the
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dividend or distribution). In addition, FRB supervisory guidance requires BHCs such as Ally to consult with the FRB
prior to increasing dividends, implementing common stock repurchase programs or redeeming or repurchasing capital
instruments. The U.S. banking regulators are also authorized to prohibit a banking subsidiary or BHC from engaging
in unsafe or unsound banking practices and, depending upon the circumstances, could find that paying a dividend or
making a capital distribution would constitute an unsafe or unsound banking practice.

Transactions with Affiliates — Certain transactions between Ally Bank and any of its nonbank “affiliates,” including but
not limited to Ally, are subject to federal statutory and regulatory restrictions. Pursuant to these restrictions, unless
otherwise exempted, “covered transactions” including Ally Bank's extensions of credit to and asset purchases from its
nonbank affiliates, generally (1) are limited to 10% of Ally Bank's capital stock and surplus with respect to
transactions with any individual affiliate, with an aggregate limit of 20% of Ally Bank's capital stock and surplus for
all affiliates and all such transactions; (2) certain credit transactions are subject to stringent collateralization
requirements; (3) asset purchases by Ally Bank may not involve the purchase of any asset deemed to be a “low quality
asset” under federal banking guidelines; and (4) must be conducted in accordance with safe-and-sound banking
practices (collectively, the Affiliate Transaction Restrictions). In addition, transactions between Ally Bank and a
nonbank affiliate must be on market terms and conditions.

Furthermore, there is an “attribution rule” that provides that a transaction between Ally Bank and a third party must be
treated as a transaction between Ally Bank and a nonbank affiliate to the extent that the proceeds of the transaction are
used for the benefit of or transferred to the nonbank affiliate. For example, because Ally controls Ally Bank, Ally is an
affiliate of Ally Bank for purposes of the Affiliate Transaction Restrictions. Thus, retail financing transactions by Ally
Bank involving vehicles for which Ally provided floorplan financing are subject to the Affiliate Transaction
Restrictions, because the proceeds of the retail financings are deemed to benefit, and are ultimately transferred to,
Ally.

Under the Dodd-Frank Act, among other changes to the Affiliate Transaction Restrictions, credit exposures arising
from derivatives transactions, securities lending and borrowing transactions, and acceptance of affiliate-issued debt
obligations (other than securities) as collateral for a loan or extension of credit will be treated as "covered
transactions." The Dodd-Frank Act also expands the scope of covered transactions required to be collateralized,
requires that collateral be maintained at all times for covered transactions required to be collateralized, and places
limits on acceptable collateral.

Source of Strength — Pursuant to the Federal Deposit Insurance Act, as amended by the Dodd-Frank Act, FRB policy
and regulations, and commitments made to the FRB in connection with Ally Bank's application for membership in the
Federal Reserve System, as described in Note 21 to the Consolidated Financial Statements, Ally is required to act as a
source of financial and managerial strength to Ally Bank and is required to commit necessary capital and liquidity to
support Ally Bank. This support may be required at inopportune times for Ally.

Single Point of Entry Resolution Authority — Under the Dodd-Frank Act, certain financial institutions, including a BHC
such as Ally where a determination is made that the BHC’s failure would have serious adverse effects on the financial
stability of the United States, are eligible to be subjected to a new FDIC-administered resolution regime called orderly
liquidation authority, an alternative to bankruptcy. The FDIC’s orderly liquidation authority became effective in July
2010, with implementing regulations adopted thereafter in stages, with some rulemakings still to come. If Ally were to
become insolvent and be placed into receivership under the orderly liquidation authority, the FDIC would be
appointed as receiver, giving the FDIC considerable rights and powers that it must exercise with the goal of
liquidating and winding up Ally, including the ability to assign assets and liabilities without the need for creditor
consent or prior court review and the ability of the FDIC to differentiate and determine priority among creditors. In
December 2013, the FDIC released its proposed Single Point of Entry strategy for resolution of a systemically
important financial institution under the orderly liquidation authority. The FDIC’s release outlines how it would use its
powers under the orderly liquidation authority to resolve a systemically important financial institution by placing its
top-tier U.S. holding company in receivership and keeping its operating subsidiaries open and out of insolvency
proceedings by transferring the operating subsidiaries to a new bridge holding company, recapitalizing the operating
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subsidiaries, and imposing losses on the shareholders and creditors of the holding company in receivership according
to their statutory order of priority.

Enforcement Authority — The FRB, FDIC, and UDFI have broad authority to issue orders to banks and BHCs (in the
case of the FRB and FDIC) to cease and desist from unsafe or unsound banking practices and from violations of laws,
rules, regulations, or conditions imposed in writing by the banking agencies. The FRB, FDIC, and UDFI also are
empowered to require affirmative actions to correct any violation or practice; issue administrative orders that can be
judicially enforced; direct increases in capital; limit dividends and distributions; restrict growth; assess civil money
penalties against institutions or individuals who violate any laws, regulations, orders, or written agreements with the
banking agencies; order termination of certain activities of BHCs or their subsidiaries (in the case of the FRB and
FDIC); remove officers and directors; order divestiture of ownership or control of a nonbank subsidiary by a BHC (in
the case of the FRB); terminate deposit insurance (in the case of the FDIC); and/or place a bank into receivership (in
the case of the FDIC and UDFI).

In addition, the CFPB has broad authority to enforce consumer protection laws involving financial products and
services. The CFPB has exercised this authority through public enforcement actions, lawsuits and consent orders and
through non-public enforcement actions against financial institutions. In bringing such enforcement actions, the CFPB
has generally sought remediation of actual damages alleged to have been suffered by consumers and civil money

penalties.
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Basel Capital Frameworks

Until January 1, 2015, the U.S. risk-based and leverage capital standards applicable to Ally and Ally Bank were based
on the Basel Committee's Basel I capital accord (Basel I).

In December 2010, the Basel Committee reached an agreement on the Basel III capital framework, which was
designed to increase the quality and quantity of regulatory capital by introducing new risk-based and leverage capital
standards. In July 2013, the U.S. banking regulators finalized rules implementing the Basel III capital framework and
related Dodd-Frank Act provisions (U.S. Basel III). U.S. Basel III represents a substantial revision to the regulatory
capital standards for U.S. banking organizations. Ally became subject to U.S. Basel III on January 1, 2015. Certain
aspects of U.S. Basel 111, including capital buffers and certain regulatory capital deductions, will be phased in over
several years.

U.S. Basel III subjects Ally to a minimum Common Equity Tier 1 risk-based capital ratio of 4.5%, a minimum Tier 1
risk-based capital ratio of 6%, and a minimum Total risk-based capital ratio of 8%. In addition to these minimum
requirements, Ally will also be subject to a Common Equity Tier 1 capital conservation buffer of more than 2.5%,
subject to a phase-in from January 1, 2016, through December 31, 2018. Failure to maintain the full amount of the
buffer will result in restrictions on Ally’s ability to make capital distributions, including dividend payments and stock
repurchases and redemptions, and to pay discretionary bonuses to executive officers. In addition to these new
risk-based capital standards, U.S. Basel III subjects all U.S. banking organizations, including Ally, to a minimum Tier
1 leverage ratio of 4%, the denominator of which takes into account only on-balance sheet assets.

U.S. Basel III also revised the eligibility criteria for regulatory capital instruments and provides for the phase-out of
instruments that had previously been recognized as capital but that do not satisfy these criteria. Subject to certain
exceptions (e.g., for certain debt or equity issued to the U.S. government under the Emergency Economic Stabilization
Act), trust preferred and other “hybrid” securities are no longer included in a BHC’s Tier 1 capital as of January 1, 2016.
Also, subject to a phase-in schedule, certain items are deducted from Common Equity Tier 1 capital that had not
previously been deducted from regulatory capital, and certain other deductions from regulatory capital have been
modified. Among other things, U.S. Basel III requires certain deferred tax assets (DTAs) that exceed specified
individual and aggregate thresholds to be deducted from Common Equity Tier 1 capital. U.S. Basel III also revised the
U.S. Basel I-based standardized approach for calculating risk-weighted assets by, among other things, modifying
certain risk weights and the methods for calculating risk-weighted assets for certain types of assets and exposures.
Ally is subject to the U.S. Basel III standardized approach for counterparty credit risk. It is not subject to the U.S.
Basel III advanced approaches for counterparty credit risk. Ally is currently not subject to the U.S. market risk capital
rule, which applies only to banking organizations with significant trading assets and liabilities. At December 31, 2016,
Ally was in compliance with its regulatory capital requirements. For an additional discussion of capital adequacy
requirements, refer to Note 21 to the Consolidated Financial Statements.

Depository Institutions

Ally Bank's deposits are insured by the FDIC, under applicable rules, and Ally Bank is required to file periodic reports
with the FDIC concerning its financial condition. Total assets of Ally Bank were $123.5 billion and $111.3 billion at
December 31, 2016, and 2015, respectively. As a state member bank chartered by the State of Utah, Ally Bank is
subject to various regulatory capital adequacy requirements administered by state and federal banking agencies. The
Federal Deposit Insurance Corporation Improvement Act of 1991 (FDICIA), among other things, identifies five
capital categories for insured depository institutions ("well-capitalized," "adequately capitalized," "undercapitalized,"
"significantly undercapitalized," and "critically undercapitalized") and requires the respective federal regulatory
agencies to implement systems for "prompt corrective action" for insured depository institutions that do not meet
minimum capital requirements within such categories. Depending on the category in which an institution is classified,
FDICIA imposes progressively more restrictive constraints on operations, management, and capital distributions.
Failure to meet minimum capital requirements can initiate certain mandatory and discretionary actions by regulators
that, if undertaken, could have a direct material effect on Ally Bank's results of operations and financial condition.
FDICIA generally prohibits a depository institution from making any capital distribution, including payment of a cash

12



Edgar Filing: Ally Financial Inc. - Form 10-K

dividend or paying any management fee to its holding company, if the depository institution would become
undercapitalized after such payment. Undercapitalized institutions are also subject to growth limitations and are
required by the appropriate federal banking agency to submit a capital restoration plan. If any depository institution
subsidiary of a BHC is required to submit a capital restoration plan, the BHC would be required to provide a limited
guarantee regarding compliance with the plan as a condition of approval of such plan. In addition, under FDICIA,
only well-capitalized and adequately capitalized institutions may accept brokered deposits, and even adequately
capitalized institutions are subject to some restrictions on the rates they may offer for brokered deposits. Failure to
meet the capital guidelines could also subject a banking institution to capital raising requirements. In addition, in
connection with Ally Bank's application for membership in the Federal Reserve System, Ally Bank made
commitments to the FRB relating to capital, liquidity, and business plan requirements that are consistent with earlier
commitments made pursuant to the Capital and Liquidity Maintenance Agreement (CLMA) that was entered into with
the FDIC, including a requirement to maintain a Tier 1 leverage ratio of at least 15%. We continue to have ongoing
dialogue with our regulators for a more normalized level of capital maintenance.

At December 31, 2016, Ally Bank was in compliance with its regulatory capital requirements. For an additional
discussion of capital adequacy requirements, refer to Note 21 to the Consolidated Financial Statements.

7
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Deposit Insurance Assessments

Ally Bank, as an insured depository institution, is a member of the Deposit Insurance Fund (DIF) maintained by the
FDIC. Through the DIF, the FDIC insures the deposits of insured depository institutions up to prescribed limits for
each depositor. To maintain the DIF, member institutions may be assessed an insurance premium, and the FDIC may
take action to increase insurance premiums if the fund is not funded to its regulatory mandated Designated Reserve
Ratio (DRR). Currently, the FDIC is mandated to achieve a DRR of 1.35% by September 30, 2020, and has
established a target DRR of 2.0%. Under current law, the FDIC assesses premiums on the bases of consolidated assets
minus average tangible equity. To achieve the mandated DRR, the FDIC implemented a new rule in 2016 imposing a
surcharge on all insured depository institutions with assets of $10 billion or more of 4.5 basis points in addition to the
regular assessment; under the new rule, the surcharge would cease once the DIF achieved the 1.35% DRR or on
December 31, 2018, whichever comes first—though the FDIC indicated it will impose a shortfall assessment in 2019 if
the DIF has not achieved 1.35% DRR. Some of the surcharge is offset by reductions in the regular assessment
calculations.

Consumer Financial Laws

The CFPB has issued various rules to implement consumer financial protection provisions of the Dodd-Frank Act and
related requirements. Many of these rules impose new requirements on Ally and its business operations. In addition,
as an insured depository institution with total assets of more than $10 billion, Ally Bank is subject to the rule-making,
examination, and enforcement authority of the CFPB with respect to its compliance with federal consumer financial
protection laws and regulations.

Mortgage Operations — Our mortgage business is subject to extensive federal, state, and local laws, in addition
to judicial and administrative decisions that impose requirements and restrictions on this business. The
mortgage business is also subject to examination by the Federal Housing Commissioner to assure compliance
with Federal Housing Administration regulations, policies, and procedures. The federal, state, and local laws
to which our mortgage business is subject, among other things, impose licensing obligations and financial
requirements; limit the interest rates, finance charges, and other fees that can be charged; regulate the use of
credit reports and the reporting of credit information; impose underwriting requirements; regulate marketing
techniques and practices; require the safeguarding of nonpublic information about customers; and regulate
servicing practices, including the assessment, collection, foreclosure, claims handling, and investment and
interest payments on escrow accounts.

The future of the Fannie Mae, the Federal Home Loan Mortgage Corporation (Freddie Mac), and the Government
National Mortgage Association (Ginnie Mae) (collectively, the Government-sponsored Enterprises, or GSEs) and the
role of government agencies in the U.S. mortgage markets remain uncertain.

Automotive Lending Business — The CFPB has focused on the area of automotive finance, particularly with respect to
indirect financing arrangements and fair lending compliance. In March 2013, the CFPB provided guidance about
compliance with the fair lending requirements of the Equal Credit Opportunity Act and its implementing regulations
for indirect automotive finance companies that permit dealers to charge annual percentage rates to consumers in
excess of buy rates used by the finance company to calculate the price paid to acquire an assignment of the retail
installment sale contract. In December 2013, Ally Financial Inc. and Ally Bank entered into Consent Orders issued by
the CFPB and the U.S. Department of Justice (DOJ) pertaining to the allegation of disparate impact in the automotive
finance business. For further information, refer to Note 30 to the Consolidated Financial Statements.

Asset-backed Securitizations

Section 941 of the Dodd-Frank Act requires securitizers of different types of asset-backed securitizations, including
transactions backed by residential mortgages, commercial mortgages, and commercial, credit card, and automotive
loans, to retain no less than 5% of the credit risk of the assets being securitized, with an exemption for securitizations
that are wholly composed of “qualified residential mortgages” (QRMs). Federal regulators issued final rules
implementing this Dodd-Frank Act requirement in October 2014. The final rules aligned the definition of QRMs with
the CFPB’s definition of “Qualified Mortgage” and also included an exemption for the GSEs’ mortgage-backed securities
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(MBS). The regulations took effect on February 23, 2015. Compliance was required with respect to new securitization
transactions backed by residential mortgages beginning December 24, 2015, and with respect to new securitization
transactions backed by other types of assets beginning December 24, 2016. Ally Bank has complied with the FDIC’s
Safe Harbor Rule requiring it to retain five percent risk retention in retail automotive loan and lease securitizations.
Ally has begun to comply with the new risk retention rules for automotive asset-backed securitizations, which became
effective on December 24, 2016.

Insurance Companies

Certain of our Insurance operations are subject to certain minimum aggregate capital requirements, net asset and
dividend restrictions under applicable state and foreign insurance laws, and the rules and regulations promulgated by
various U.S. and foreign regulatory agencies. Under various state and foreign insurance regulations, dividend
distributions may be made only from statutory unassigned surplus with approvals required from the regulatory
authorities for dividends in excess of certain statutory limitations. Our insurance operations are also subject to
applicable state laws generally governing insurance companies, as well as laws and regulations for products that are
not regulated as insurance, such as vehicle service contracts (VSCs) and guaranteed asset protection (GAP) waivers.
Investments in Ally

Because Ally Bank is a FDIC-insured bank and Ally and IB Finance are BHCs, acquisitions of our voting stock above
certain thresholds may be subject to regulatory approval or notice under federal or state law. Investors are responsible
for ensuring that they do not, directly or

8
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indirectly, acquire shares of our stock in excess of the amount that may be acquired without regulatory approval under
the Change in Bank Control Act, the BHC Act, and Utah state law.

TradeKing Subsidiaries

As discussed below, we acquired 100% of the equity of TradeKing Group, Inc. on June 1, 2016. As a result of the
acquisition, TradeKing Securities, LLC (TradeKing Securities), TradeKing Forex, LLC (TradeKing Forex), MB
Trading Futures LLC (MB Trading), TradeKing Advisors, and TKconnect LLC are now indirect wholly-owned
subsidiaries of Ally.

TradeKing Securities is registered as a securities broker-dealer with the SEC and in all 50 states, the District of
Columbia, and Puerto Rico, is registered with the Municipal Securities Rulemaking Board as a municipal securities
broker-dealer, and is a member of the Financial Industry Regulatory Authority (FINRA), Securities Investor
Protection Corporation (SIPC) and various other self-regulatory organizations (SROs), including BATS BYX
Exchange, BATS BZX Exchange, NYSE Arca, and Nasdaq Stock Market. As a result, TradeKing Securities and its
personnel are subject to extensive regulatory requirements under the Exchange Act, SEC regulations and SRO rules
covering all aspects of the firm’s securities activities, including, for example, sales and trading practices, capital
adequacy, recordkeeping, privacy, anti-money laundering, financial and other reporting, supervision, misuse of
material nonpublic information, conducting its business in accordance with just and equitable principles of trade, and
personnel qualifications. The firm operates as an introducing broker and clears all transactions, including all customer
transactions, through a third-party clearing broker-dealer on a fully disclosed basis.

TradeKing Forex and MB Trading are each registered with the U.S. Commodity Futures Trading Commission (CFTC)
as introducing brokers and are members of the National Futures Association (NFA), which is the primary SRO for the
U.S. futures industry. Both firms are subject to regulatory requirements governing introducing brokers and their
personnel under the Commodity Exchange Act and CFTC and NFA rules. In addition, TradeKing Forex (but not MB
Trading) is also subject to CFTC retail forex rules.

A subsidiary of TradeKing is also registered as an investment adviser with the SEC. As a result, such subsidiary is
subject to regulatory requirements governing investment advisers and their personnel under the Investment Advisers
Act of 1940, and the rules and regulations promulgated thereunder, including certain fiduciary and other obligations
with respect to its relationships with its investment advisory clients.

Regulators conduct periodic examinations of TradeKing Securities, TradeKing Forex, MB Trading, and TradeKing
Adpvisors, and regularly review reports that the firms are required to submit on an ongoing basis. Violations of relevant
regulatory requirements could result in adverse consequences for the firms and their personnel, including censure,
penalties and fines, the issuance of cease-and-desist orders, and restriction, suspension or expulsion from the securities
industry and other adverse consequences.

Other Regulations

Some of the other more significant regulations that we are subject to include:

Privacy — The GLB Act imposes additional obligations on us to safeguard the information we maintain on our
customers, requires us to provide notice of our privacy practices, and permits customers to “opt-out” of information
sharing with unaffiliated parties. The U.S. banking regulators and the Federal Trade Commission have issued
regulations that establish obligations to safeguard information. In addition, several states have enacted even more
stringent privacy and safeguarding legislation. If a variety of inconsistent state privacy rules or requirements are
enacted, our compliance costs could increase substantially.

¥olcker Rule — Under the Dodd-Frank Act and implementing regulations of the CFTC, FDIC, FRB, Office of the
Comptroller of the Currency and the SEC (the Volcker Rule), insured depository institutions and their affiliates are
prohibited from (1) engaging in “proprietary trading” and (2) investing in or sponsoring certain types of funds (covered
funds) subject to certain limited exceptions. The final rules contain exemptions for market-making, hedging,
underwriting, trading in U.S. government and agency obligations and also permit certain ownership interests in certain
types of funds to be retained. They also permit the offering and sponsoring of funds under certain conditions. Under
orders of the FRB, the conformance period for requirements related to certain covered funds activities has been
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extended to July 21, 2017. The Volcker Rule imposes significant compliance and reporting obligations on banking
entities. The impact of the Volcker Rule will not be material to Ally’s business operations.

Fair Credit Reporting Act — The Fair Credit Reporting Act regulates the use of credit reports and the reporting of
information to credit reporting agencies, and also provides a national legal standard for lenders to share information
with affiliates and certain third parties and to provide firm offers of credit to consumers. In late 2003, the Fair and
Accurate Credit Transactions Act was enacted, making this preemption of conflicting state and local law permanent.
The Fair Credit Reporting Act was also amended to place further restrictions on the use of information shared
between affiliates, to provide new disclosures to consumers when risk-based pricing is used in the credit decision, and
to help protect consumers from identity theft. All of these provisions impose additional regulatory and compliance
costs on us and reduce the effectiveness of our marketing programs.

Truth in Lending Act — The Truth in Lending Act (TILA), as amended, and Regulation Z, which implements TILA,
requires lenders to provide borrowers with uniform, understandable information concerning terms and conditions in
certain credit transactions. These rules apply to Ally and its subsidiaries in transactions in which they extend credit to
consumers and require, in the case of certain mortgage and automotive financing transactions, conspicuous disclosure
of the finance charge and annual percentage rate, if any. In addition, if an advertisement for credit states specific
credit terms, Regulation Z requires that such advertisement state only those terms that actually are or will be arranged
or offered by the creditor. The CFPB has issued substantial
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amendments to the mortgage requirements under Regulation Z, and additional changes are likely in the future.
Amendments to Regulation Z and Regulation X, which implements the Real Estate Settlement Procedures Act, require
integrated mortgage loan disclosures to be provided for applications received on or after October 3, 2015. Failure to
comply with TILA can result in liability for damages as well as criminal and civil penalties.

Sarbanes-Oxley Act — The Sarbanes-Oxley Act of 2002 implemented a broad range of corporate governance and
accounting measures designed to promote honesty and transparency in corporate America. The principal provisions of
the act include, among other things, (1) the creation of an independent accounting oversight board; (2) auditor
independence provisions that restrict non-audit services that accountants may provide to their audit clients;

(3) additional corporate governance and responsibility measures including the requirement that the principal executive
and financial officers certify financial statements; (4) the potential forfeiture of bonuses or other incentive-based
compensation and profits from the sale of an issuer's securities by directors and senior officers in the twelve-month
period following initial publication of any financial statements that later require restatement; (5) an increase in the
oversight of and enhancement of certain requirements relating to audit committees and how they interact with the
independent auditors; (6) requirements that audit committee members must be independent and are barred from
accepting consulting, advisory, or other compensatory fees from the issuer; (7) requirements that companies disclose
whether at least one member of the audit committee is a “financial expert” (as defined by the SEC) and, if not, why the
audit committee does not have a financial expert; (8) a prohibition on personal loans to directors and officers, except
certain loans made by insured financial institutions, on nonpreferential terms and in compliance with other bank
regulatory requirements; (9) disclosure of a code of ethics; (10) requirements that management assess the
effectiveness of internal control over financial reporting and that the Independent Registered Public Accounting firm
attest to the assessment; and (11) a range of enhanced penalties for fraud and other violations.

USA PATRIOT Act/Anti-Money-Laundering Requirements — In 2001, the Uniting and Strengthening America by
Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act (USA PATRIOT Act) was signed into
law. Title III of the USA PATRIOT Act amends the Bank Secrecy Act and contains provisions designed to detect and
prevent the use of the U.S. financial system for money laundering and terrorist financing activities. The Bank Secrecy
:Act, as amended by the USA PATRIOT Act, requires banks, certain other financial institutions, and, in certain cases,
BHCs to undertake activities including maintaining an anti-money-laundering program, verifying the identity of
clients, monitoring for and reporting on suspicious transactions, reporting on cash transactions exceeding specified
thresholds, and responding to certain requests for information by regulatory authorities and law enforcement agencies.
We have implemented internal practices, procedures, and controls designed to comply with these
anti-money-laundering requirements.

Community Reinvestment Act — Under the Community Reinvestment Act (CRA), a bank has a continuing and
affirmative obligation, consistent with the safe-and-sound operation of the institution, to help meet the credit needs of
its entire community, including low- and moderate-income persons and neighborhoods. The CRA does not establish
specific lending requirements or programs for financial institutions. However, institutions are rated on their
performance in meeting the needs of their communities. Ally Bank filed its three-year CRA Strategic Plan with the
FRB in October 2016 and received approval in November 2016. In addition, Ally Bank received a “Satisfactory” rating
in its most recent CRA performance evaluation. Failure by Ally Bank to maintain a "Satisfactory" or better rating
under the CRA may adversely affect Ally Bank's ability to make acquisitions and engage in new activities, and in the
event of such a rating, the FRB must prohibit Ally and its subsidiaries from engaging in any additional activities other
than those permissible for BHCs that are not FHCs.

Employees

We had approximately 7,600 and 7,100 employees at December 31, 2016, and 2015, respectively.

Additional Information

The results of operations for each of our reportable operating segments and the products and services offered are
contained in the individual business operations sections of MD&A. Financial information related to reportable
operating segments and geographic areas is provided in Note 27 to the Consolidated Financial Statements.
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Our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, and Current Reports on Form 8-K (and
amendments to these reports) are available on our internet website, free of charge, as soon as reasonably practicable
after the reports are electronically filed with or furnished to the SEC. These reports are available at
www.ally.com/about/investor/sec-filings/. These reports can also be found on the SEC website at www.sec.gov.

Item 1A. Risk Factors

We face many risks and uncertainties, any one or more of which could have a material adverse effect on our business,
results of operations, financial condition (including capital and liquidity), or prospects or the value of or return on an
investment in Ally. We believe that the most significant of these risks and uncertainties are described in this section,
although we may be adversely affected by other risks or uncertainties that are not presently known to us, that we have
failed to appreciate, or that we currently consider immaterial. These risk factors should be read in conjunction with
Management’s Discussion and Analysis of Financial Condition and Results of Operations and the Notes to the
Consolidated Financial Statements. This Annual Report on Form 10-K is qualified in its entirety by these risk factors.
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Risks Related to Regulation

The regulatory and supervisory environment in which we operate could have an adverse effect on our business,
financial condition, results of operations, and prospects.

We are subject to extensive regulatory frameworks and to direct supervision and periodic examinations by various
government agencies that are charged with overseeing the kinds of business activities in which we engage. These
regulatory and supervisory frameworks are designed to protect public or private interests—such as macroeconomic
policy objectives, financial-market stability and liquidity, and the confidence and security of depositors—that may not
always be aligned with those of our shareholders or non-deposit creditors. Refer to the section above titled Regulation
and Supervision in Part I, Item 1 of this report. In the last decade, moreover, government scrutiny of the financial
services industry has intensified, fundamental changes have been made to the banking, securities, and other laws that
govern financial services, and a multitude of related business practices have been altered. As a result, we expect to
continue devoting substantial time and resources to risk management, compliance, regulatory-change management,
and cybersecurity and other technology initiatives, each of which may adversely affect our ability to operate profitably
or to pursue advantageous business opportunities.

Ally currently operates as an FHC, which permits us to engage in a number of financial activities—including securities,
insurance, and merchant-banking activities—beyond the business of banking. To maintain our status as an FHC, Ally
Bank must remain “well-capitalized” and “well-managed” as defined under applicable law. If we fail to maintain our
status as an FHC, we may be restricted from engaging in the broader range of financial activities permitted for FHCs
and may be required to discontinue these activities or even divest Ally Bank. In addition, if we fail to achieve
specified ratings under the Community Reinvestment Act, our ability to expand these financial activities could be
restricted.

In connection with their continuous supervision and examinations, the FRB, the UDFI, the CFPB, the SEC, FINRA,
or other regulatory agencies may require changes in our business or operations. Such a requirement may be judicially
enforceable or impractical for us to contest, and if we are unable to implement or maintain the requirement in a timely
and effective manner, we could become subject to formal or informal supervisory actions, including memoranda of
understanding, written agreements, cease-and-desist orders, and prompt-corrective-action or safety-and-soundness
directives. Supervisory actions could entail significant restrictions on our existing business, our ability to develop new
business, our flexibility in conducting operations, and our ability to pay dividends or utilize capital. Supervisory
actions also may result in the imposition of civil monetary penalties, the enforcement of supervisory requirements
through injunctions or other administrative or judicial orders, related litigation by private plaintiffs, damage to our
reputation, and a loss of investor confidence. We could be required as well to dispose of specified assets and liabilities
within a prescribed period. As a result, any supervisory action could have an adverse effect on our business, financial
condition, results of operations, and prospects.

Our regulatory environment is not static. No assurance can be given that applicable statutes, regulations, or other laws
will not be amended or construed differently, that new laws will not be adopted, or that any of these laws will not be
enforced more aggressively. Changes in the regulatory environment could adversely affect us in substantial and
unpredictable ways, including by limiting the types of financial services and products we may offer, increasing the
ability of others to offer more competitive financial services and products, restricting our ability to make acquisitions
or pursue other profitable opportunities, and negatively impacting our franchise and results of operations. Further,
noncompliance with applicable laws could result in the suspension or revocation of licenses or registrations that we
need to operate and in the initiation of supervisory actions or private litigation.

Our ability to execute our business strategy for Ally Bank may be adversely affected by regulatory constraints.

A primary component of our business strategy is the growth of Ally Bank. This planned growth includes shifting more
of our automotive lending from Ally to Ally Bank, amassing a higher level of retail deposits, expanding our
commercial lending, and introducing additional consumer products such as residential mortgage loans and credit
cards. If our banking supervisors raise concerns about any aspect of our business strategy for Ally Bank or the way in
which we implement it—including any associated affiliate transactions that are governed and constrained by Sections
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23A and 23B of the Federal Reserve Act—we may be obliged to limit or even reverse the growth of Ally Bank or
otherwise alter our strategy, which could have an adverse effect our business, financial condition, results of
operations, or prospects. We also may be adversely affected if our regulatory normalization of Ally Bank does not
advance as expected, including a near-term release or reduction of the individual minimum Tier 1 leverage ratio for
Ally Bank that had been set at 15% in connection with the acceptance of our membership in the Federal Reserve
System. Refer to the section titled Liquidity Management, Funding, and Regulatory Capital in Management’s
Discussion and Analysis of Financial Condition and Results of Operations and Note 21 to the Consolidated Financial
Statements. In addition, if we are compelled to retain or shift any of our business activities in or to nonbank affiliates,
our funding costs for those activities—such as unsecured funding in the capital markets—could be more expensive than our
cost of funds at Ally Bank.

We are subject to stress tests, capital and liquidity planning, and other enhanced prudential standards, which impose
significant restrictions and costly requirements on our business and operations.

We are subject to the enhanced prudential standards that have been established by the FRB for BHCs with total
consolidated assets of $50 billion or more, including capital planning requirements for large and noncomplex BHCs
with total consolidated assets between $50 billion and $250 billion and total nonbank assets of less than $75 billion.
As part of these enhanced prudential standards, Ally is subject to supervisory and company-run stress tests and must
submit a proposed capital plan to the FRB annually. Refer to the section above titled Regulation and Supervision in
Part I, Item 1 of this report. The proposed capital plan must include an assessment of our expected uses and sources of
capital and a description of all planned capital actions over a nine-quarter planning horizon, including any issuance of
a debt or
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equity capital instrument, any dividend or other capital distribution, and any similar action that the FRB determines
could have an impact on Ally’s capital. The proposed capital plan must also include a discussion of how Ally, under
expected and stressful conditions, will maintain capital commensurate with its risks and above the minimum
regulatory capital ratios and serve as a source of strength to Ally Bank. The FRB will either object to the proposed
capital plan, in whole or in part, or provide notice of non-objection to Ally. The failure to receive a notice of
non-objection from the FRB may prohibit us from paying dividends, repurchasing our common stock, or making other
capital distributions, may compel us to issue capital instruments that could be dilutive to shareholders, may prevent us
from maintaining or expanding lending or other business activities, and may damage our reputation and result in a loss
of investor confidence.

We may be required to raise capital as well if we fail to satisfy our minimum capital ratios or other applicable
supervisory requirements, whether due to inadequate operating results that erode capital, future growth that outpaces
the accumulation of capital through earnings, changes in regulatory capital standards, or otherwise. In addition, we
may elect to raise capital for strategic reasons even when not required to do so. Our ability to raise capital on favorable
terms or at all will depend on general economic and market conditions, which are outside of our control, and on our
operating and financial performance. Accordingly, we cannot be assured of being able to raise capital when needed or
on favorable terms. An inability to raise capital when needed and on favorable terms could damage the performance
and value of our business, prompt supervisory actions, and harm our reputation, and if the condition were to persist for
any appreciable period of time, our viability as a going concern could be threatened. Further, if we are able to raise
capital and do so by issuing common stock or convertible securities, the ownership interest of our existing
shareholders could be diluted, and the market price of our common stock could decline.

The enhanced prudential standards also require Ally to conduct liquidity stress tests and maintain a sufficient quantity
of highly liquid assets to survive a projected 30-day liquidity stress event, to adopt a contingency funding plan that
would address liquidity needs during various stress events, and to implement specified liquidity risk management and
corporate governance measures, including requirements, duties, and qualifications for Ally’s risk committee and chief
risk officer. These enhanced liquidity standards, together with a quantitative minimum liquidity coverage ratio that we
must satisfy as a complement to these standards, could constrain our ability to originate or invest in longer-term or
less liquid assets or to take advantage of other profitable opportunities and, therefore, may adversely affect our
business, results of operations, and prospects.

Additionally, the FRB has proposed rules to implement other enhanced prudential standards mandated by Sections

165 and 166 of the Dodd-Frank Act and related capital and liquidity requirements, including single-counterparty
credit limits, an early remediation framework, and a quantitative minimum net stable funding ratio. Once adopted and
implemented, these rules also could adversely affect our business, results of operations, financial condition, and
prospects.

Our ability to rely on deposits as a part of our funding strategy may be limited.

Ally Bank is a key part of our funding strategy, and we place great reliance on deposits at Ally Bank as a source of
funding. Competition for deposits and deposit customers, however, is fierce and has only intensified with the
implementation of enhanced capital and liquidity requirements in the last decade. Ally Bank does not have a retail
branch network but, instead, obtains its deposits through online and other direct banking as well as through deposit
brokers. Brokered deposits may be more price sensitive than other types of deposits and may become less available if
alternative investments offer higher returns. Brokered deposits totaled $12.2 billion at December 31, 2016, which
represented 15% of Ally Bank’s total deposits. In addition, our ability to maintain or grow direct banking deposits may
be constrained by our lack of in-person banking services, changes in consumer trends, or any loss of confidence in our
brand or franchise. Our level of deposits also could be adversely affected by regulatory or supervisory restrictions,
including any applicable prior approval requirements or limits on our offered rates or brokered deposit growth.
Perceptions of our financial strength, rates or returns offered by other financial institutions or third parties, and other
competitive factors beyond our control, including returns on alternative investments, will also impact the size of our
deposit base.
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The full impact of the Dodd-Frank Act and other financial-reform laws and policies on us remains unclear and
unpredictable but could have a further adverse effect on our business, results of operations, financial condition, or
prospects.

The Dodd-Frank Act, which became law in July 2010, and other financial-reform laws and policies have substantially
changed the legal and supervisory frameworks under which we operate and have adversely affected our business,
results of operations, and financial condition. Refer to the section above titled Regulation and Supervision in Part I,
Item 1 of this report. While much in the Dodd-Frank Act has been implemented, some meaningful provisions remain
subject to further rulemaking, transition periods, and the discretion of various regulatory agencies. Even provisions
that have been implemented are or may become the subject of interpretive disputes, litigation, or proposed legislative
amendments. For example, the CFPB—which was created by the Dodd-Frank Act—has aggressively enforced its positions
on a wide range of consumer protection laws that affect our business, including in the context of indirect automotive
lending. Some of these positions or their application in particular cases, however, have been contested by affected
companies, as has the constitutionality of the structure of the CFPB itself. The outcomes of these matters and their
impact on both the meaning of consumer protection laws and the enforcement posture of the CFPB remain unclear
and unpredictable but could adversely affect us. Similarly, the full impact of the Dodd-Frank Act and financial-reform
laws and policies as whole on us cannot be predicted with any certainty and may not be known for a number of years,
but individually or collectively, they may have a further adverse effect on our business, results of operations, financial
condition, or prospects. In addition, these laws and policies may impact us differently than other financial institutions
due to a number of factors, such as differences in activities, size, risk profile, complexity, or regulatory or supervisory
status.
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Requirements under the U.S. Basel III rules to increase the quality and quantity of regulatory capital and future
revisions to the Basel III framework may adversely affect our business and financial results.

In December 2010, the Basel Committee on Banking Supervision reached an agreement on the global Basel III capital
framework, which was designed to increase the quality and quantity of regulatory capital by introducing new
risk-based and leverage capital standards. In July 2013, the U.S. banking agencies finalized rules implementing the
Basel III capital framework in the United States as well as related provisions of the Dodd-Frank Act. The U.S. Basel
III rules represent substantial revisions to the previously effective regulatory capital standards for U.S. banking
organizations.

Ally and Ally Bank became subject to the U.S. Basel III rules on January 1, 2015, although a number of
them—including new capital buffers and regulatory capital deductions—are being phased in over several years. The U.S.
Basel III rules subject Ally and Ally Bank to higher minimum risk-based capital ratios and a capital conservation
buffer above these minimum ratios. Failure to maintain the full amount of the buffer would result in restrictions on our
ability to make capital distributions, including dividend payments and stock repurchases and redemptions, and to pay
discretionary bonuses to executive officers. The U.S. Basel III rules also will, over time, impose more stringent
deductions for specified DT As and other assets and limit our ability to meet its regulatory capital requirements
through the use of trust preferred securities or other hybrid securities.

If Ally or Ally Bank were to fail to satisfy its regulatory capital requirements, significant regulatory sanctions could
result, such as a bar on acquisitions or new activities, a loss of our status as an FHC, informal or formal supervisory
actions, or even resolution or receivership. Any of these sanctions could have an adverse effect on our business,
results of operations, financial condition, or prospects.

The Basel Committee, moreover, continues to consider revisions to the global Basel III capital framework, many of
which would heighten regulatory capital standards even more. No assurance can be provided that these revisions—if
adopted in the United States—would not further impact our business, results of operations, financial condition, or
prospects in an adverse way.

Our business and financial results could be adversely affected by the political environment and governmental fiscal
and monetary policies.

A fractious or volatile political environment in the United States, including any related social unrest, could negatively
impact business and market conditions, economic growth, financial stability, and business, consumer, investor, and
regulatory sentiments, any one or more of which in turn could cause our business and financial results to suffer. In
addition, disruptions in the foreign relations of the United States could adversely affect the automotive and other
industries on which our business depends and our tax positions and other dealings in foreign countries.

Our business and financial results are also significantly affected by the fiscal and monetary policies of the U.S.
government and its agencies. We are particularly affected by the policies of the FRB, which regulates the supply of
money and credit in the United States in pursuit of maximum employment, stable prices, and moderate long-term
interest rates. The FRB and its policies influence the availability and demand for loans and deposits, the rates and
other terms for loans and deposits, the conditions in equity, fixed-income, currency, and other markets, and the value
of securities and other financial instruments. These actions and policies, therefore, could adversely affect every facet
of our business and operations—for example, the new and used vehicle financing market, the cost of our deposits and
other interest-bearing liabilities, and the yield on our earning assets. Tax and other fiscal policies, moreover, impact
not only general economic conditions but also give rise to incentives or disincentives that affect how we and our
customers prioritize objectives, deploy resources, and run households or operate businesses. Both the timing and the
nature of any changes in monetary or fiscal policies are beyond our control and difficult to predict and could adversely
affect our business and financial results.

If our ability to receive distributions from subsidiaries is restricted, we may not be able to satisfy our obligations to
counterparties or creditors, make dividend payments to shareholders, or repurchase our common stock.

Ally is a legal entity separate and distinct from its bank and nonbank subsidiaries and, in part, depends on dividend
payments and other distributions from those subsidiaries to fund its obligations to counterparties and creditors, its
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dividend payments to shareholders, and its repurchases of common stock. Refer to the section above titled Regulation
and Supervision in Part I, Item 1 of this report. Regulatory or other legal restrictions, deterioration in a subsidiary’s
performance, or investments in a subsidiary’s own growth may limit the ability of the subsidiary to transfer funds
freely to Ally. In particular, many of Ally’s subsidiaries are subject to laws that authorize their supervisory agencies to
block or reduce the flow of funds to Ally. In addition, if any subsidiary were unable to remain viable as a going
concern, Ally’s right to participate in a distribution of assets would be subject to the prior claims of the subsidiary’s
creditors (including, in the case of Ally Bank, its depositors and the FDIC).

Risks Related to Our Business

Weak or deteriorating economic conditions, failures in underwriting, changes in underwriting standards, financial or
systemic shocks, or growth in our nonprime financing business could increase our credit risk, which could adversely
affect our business and financial results.

Our business is centered around lending and banking, and a significant percentage of our assets are composed of
loans, leases, and securities. As a result, credit risk is among our most pronounced risks.

13
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Our business and financial results depend significantly on household, business, economic, and market conditions.
When those conditions are weak or deteriorating, we could simultaneously experience reduced demand for credit and
increased delinquencies or defaults, including in the loans that we have securitized and in which we retain a residual
interest. These kinds of conditions also could dampen the demand for products and services in our insurance, banking,
brokerage, and other businesses. Increased delinquencies or defaults could result as well from us failing to
appropriately underwrite loans that we originate or purchase or from us adopting—for strategic, competitive, or other
reasons—more liberal underwriting standards. If delinquencies or defaults on our loans increase, their value and the
income derived from them could be adversely affected, and we could incur increased administrative and other costs in
seeking a recovery on claims and any collateral. If unfavorable conditions are negatively affecting used vehicle or
other collateral values at the same time, the amount and timing of recoveries could suffer as well. Weak or
deteriorating economic conditions also may negatively impact the market value and liquidity of our investment
securities, and we may be required to record additional impairment charges that negatively impact earnings if
investment securities suffer a decline in value that is considered other-than-temporary. There can be no assurance that
our monitoring of our credit risk and our efforts to mitigate credit risk through risk-based pricing, appropriate
underwriting and investment policies, loss-mitigation strategies, and diversification are, or will be, sufficient to
prevent an adverse impact to our business and financial results. A financial or systemic shock and a failure of a
significant counterparty or a significant group of counterparties could negatively impact us as well, possibly to a
severe degree, due to our role as a financial intermediary and the interconnectedness of the financial system.

Our exposure to nonprime consumer automotive financings has increased and we have seen some deterioration in
nonprime credit tiers compared to prime credit tiers. We define nonprime consumer automotive loans primarily as
those loans with a FICO® Score (or an equivalent score) at origination of less than 620. In addition, we have
increased our used vehicle financing. Customers that finance used vehicles tend to have lower FICO® Scores as
compared to new vehicle customers, and defaults resulting from vehicle breakdowns are more likely to occur with
used vehicles as compared to new vehicles that are financed. The carrying value of our Automotive Finance
operations nonprime consumer automotive loans before allowance for loan losses was $9.1 billion, or approximately
13.8% of our total consumer automotive loans, at December 31, 2016, as compared to $9.0 billion, or approximately
14.0% of our total consumer automotive loans, at December 31, 2015. At December 31, 2016, and 2015, $211 million
and $161 million, respectively, of nonprime consumer automotive loans were considered nonperforming as they had
been placed on nonaccrual status in accordance with our accounting policies. Refer to the Nonaccrual Loans section of
Note 1 to the Consolidated Financial Statements for additional information. If our exposure to nonprime consumer
automotive financing loans continues to increase over time, our credit risk will increase to a possibly significant
degree. As part of the underwriting process, we rely heavily upon information supplied by third parties. If any of this
information is intentionally or negligently misrepresented and the misrepresentation is not detected before completing
the transaction, we may experience increased credit risk from having engaged in the transaction.

We have dealer-centric automotive finance and insurance businesses, and a change in the key role of dealers within
the automotive industry or our ability to maintain or build relationships with them could have an adverse effect on our
business, results of operations, financial condition, or prospects.

Our Dealer Financial Services business, which includes our Automotive Finance and Insurance segments, depends on
the continuation of the key role of dealers within the automotive industry, the maintenance of our existing
relationships with dealers, and our creation of new relationships with dealers. Refer to the section titled Our Business
in the MD&A that follows.

A number of trends are affecting the automotive industry and the role of dealers within it. These include challenges to
the dealer’s role as intermediary between manufacturers and purchasers, the rise of vehicle sharing and ride hailing, the
development of autonomous and alternative-energy vehicles, the impact of demographic shifts on attitudes and
behaviors toward vehicle ownership and use, changing expectations around the vehicle buying experience,
adjustments in the geographic distribution of new and used vehicle sales, and advancements in communications
technology. Any one or more of these trends could adversely affect the key role of dealers and their business models,
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profitability, and viability, and if this were to occur, our dealer-centric automotive finance and insurance businesses
could suffer as well.

While the number of dealers with whom we have retail relationships increased during 2016, the number of dealers
with whom we have wholesale relationships decreased approximately 3% as compared to December 31, 2015.

Further, our share of commercial wholesale financing remains at risk of decreasing in the future. If we are not able to
maintain existing relationships with significant automotive dealers or if we are not able to develop new relationships
for any reason—including if we are not able to provide services on a timely basis, offer products that meet the needs of
the dealers, or compete successfully with the products and services of our competitors—our wholesale funding volumes,
and the number of dealers with whom we have retail funding relationships, could decline in the future. If this occurs,
our business, results of operations, financial condition, or prospects could be adversely affected.

GM and Chrysler dealers and their retail customers continue to constitute a significant portion of our customer base,
which creates concentration risk for us.

While we are continuing to diversify our automotive finance and insurance businesses and to expand into other
financial services, GM and Chrysler dealers and their retail customers continue to constitute a significant portion of
our customer base. In 2016, 54% of our new vehicle dealer inventory financing and 36% of our vehicle consumer
automotive financing volume were transacted for GM-franchised dealers and customers, and 32% of our new vehicle
dealer inventory financing and 28% of our vehicle consumer automotive financing volume were transacted for
Chrysler dealers and customers. GM, Chrysler, and their captive finance companies compete forcefully with us and
could take further actions that negatively impact the amount of business that we do with GM and Chrysler dealers and
their retail customers. Further, a
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significant adverse change in GM’s or Chrysler’s business—including, for example, in the production or sale of GM or
Chrysler vehicles, the quality or resale value of GM or Chrysler vehicles, GM’s or Chrysler’s relationships with its key
suppliers, or the rate or volume of recalls of GM or Chrysler vehicles—could negatively impact our GM and Chrysler
dealer and retail customer bases. Any future reductions in GM and Chrysler business that we are not able to offset
could adversely affect our business and financial results.

Our allowance for loan losses may not be adequate to cover actual losses, and we may be required to significantly
increase our allowance, which may adversely affect our financial condition and results of operations.

We maintain an allowance for loan losses, which is a reserve established through a provision for loan losses charged
to expenses and which represents management’s best estimate of probable credit losses that have been incurred within
the existing portfolio of loans. Refer to Note 1 to the Consolidated Financial Statements. The allowance is established
to reserve for estimated loan losses and risks inherent in the loan portfolio. Any increase in the allowance results in an
associated decrease in net income and capital and, if significant, may adversely affect our financial condition or results
of operations.

The determination of the appropriate level of the allowance for loan losses inherently involves a high degree of
subjectivity and requires us to make significant estimates of current credit risks using existing qualitative and
quantitative information, all of which may change substantially over time. Changes in economic conditions affecting
borrowers, revisions to accounting rules and related guidance, new qualitative or quantitative information about
existing loans, identification of additional problem loans, changes in the size or composition of our loan portfolio, and
other factors, both within and outside of our control, may require an increase in the allowance for loan losses. In
addition, our shift to a full credit spectrum retail automotive finance portfolio mix has increased our allowance for
loan losses and will likely increase our allowance for loan losses in the future.

The Financial Accounting Standards Board (FASB) has issued Accounting Standards Update 2016-13, Financial
Instruments — Credit Losses, which introduces a new accounting model to measure credit losses for financial assets
measured at amortized cost. The amendments, effective on January 1, 2020, represent a significant departure from
existing accounting principles generally accepted in the United States of America (GAAP), which upon adoption are
likely to substantially increase our allowance for loan losses with a resulting negative adjustment to equity. This
increase to the allowance for loan losses could also adversely impact capital if the FRB and other banking agencies do
not amend existing regulatory capital rules to relieve us from the capital impact associated with the adoption of this
guidance.

Regulatory agencies periodically review our allowance for loan losses, as well as our methodology for calculating our
allowance for loan losses, and from time to time may insist on an increase in the allowance for loan losses or the
recognition of additional loan charge-offs based on judgments different than those of management. If these differences
in judgment are considerable, our allowance could meaningfully increase and result in a sizable decrease in our net
income and capital.

Our business and financial results are dependent upon overall U.S. automotive industry sales volume.

Our automotive finance and insurance businesses can be impacted by sales volume for new and used vehicles. Vehicle
sales are impacted by several economic and market conditions, including employment levels, household income,
credit availability, and fuel costs. For example, new vehicle sales decreased dramatically during the economic crisis
that began in 2008 and did not rebound significantly until 2012 and 2013. Any future declines in new or used vehicle
sales could have an adverse effect on our business and financial results.

The levels of or changes in interest rates could affect our results of operations and financial condition.

We are highly dependent on net interest income, which is the difference between interest income on earning assets
(such as loans and investments) and interest expense on deposits and borrowings. Net interest income is significantly
affected by market rates of interest, which in turn are influenced by monetary and fiscal policies, general economic
conditions, the regulatory environment, competitive pressures, and expectations about future changes in interest rates.
We may be adversely affected by policies, laws, or events that have the effect of flattening or inverting the yield curve
(that is, the difference between long-term and short-term interest rates), depressing the interest rates associated with
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our earning assets to levels near the rates associated with our interest expense, or changing the spreads among
different interest rate indices.

The levels of or changes in interest rates could adversely affect us beyond our net interest income, including the
following:

tncrease the cost or decrease the availability of deposits or other variable-rate funding instruments;

reduce the return on or demand for loans or increase the prepayment speed of loans;

tncrease customer or counterparty delinquencies or defaults;

negatively impact our ability to remarket off-lease and repossessed vehicles; and

.reduce the value of our loans, retained interests in securitizations, and fixed-income securities in our investment
portfolio and the efficacy of our hedging strategies.

The level of and changes in market rates of interest—and, as a result, these risks and uncertainties—are beyond our control.
The dynamics among these risks and uncertainties are also challenging to assess and manage. For example, while the
highly accommodative
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monetary policy currently adopted by the FRB may benefit us to some degree by spurring economic activity among
our customers, such a policy may ultimately cause us more harm by inhibiting our ability to grow or sustain net
interest income. Refer to the section titled Market Risk in the MD&A that follows and Note 22 to the Consolidated
Financial Statements.

A failure of or interruption in, as well as cyber and other security risks associated with, the communications and other
information systems on which we rely to conduct our business and operations could adversely affect us.

We rely heavily upon communications and other information systems to conduct our business and operations, which
creates meaningful operational risk for us. Any failure of or interruption in our information systems or the third-party
information systems on which we rely—including as a result of inadequate or failed technology or processes, human
errors, fraud or other misconduct by employees or service providers, deficiencies in the integration of acquisitions or
commencement of new businesses, catastrophic events, external or internal security breaches, acts of vandalism,
computer viruses, malware, misplaced or lost data, or breakdowns in business continuity plans—could cause failures or
delays in receiving applications for loans, underwriting or processing loans, servicing loans, accessing online bank
accounts, processing transactions, executing brokerage orders, managing our investment portfolio, or conducting our
internal operations. As a digital financial services company, we are susceptible to business, reputational, financial,
regulatory, or other harm as a result of these risks.

In the ordinary course of our business, we collect, store, and transmit sensitive, confidential, or proprietary data or
other information, including business information, intellectual property, and the personally identifiable information of
customers and employees. The secure processing, storage, maintenance, and transmission of this information is
critical to our operations and reputation, and if any of this information were mishandled, misused, improperly
accessed, lost, or stolen or if our operations were disabled or otherwise disrupted, we could suffer significant business,
reputational, financial, regulatory, or other damage. For example, despite security measures, our communications and
other information systems could be susceptible to computer viruses or malware, pretext calls, electronic phishing,
hacking, identity theft, or other intrusions. Information security risks for large financial institutions like us are rapidly
evolving and increasing in scope and complexity, in part, because of the introduction of new technologies, the
expanded use of the internet and telecommunications technologies (including mobile devices) to conduct financial and
other business transactions, and the increased sophistication and activities of organized crime, perpetrators of fraud,
hackers, terrorists, and others. We may not be able to anticipate or implement effective preventive measures against all
security breaches, especially because the techniques used change frequently and because attacks can originate with no
warning from a wide variety of sources around the globe. The occurrence of any of these events could have an adverse
effect on our business and financial results. Service providers and counterparties also present a source of risk to us if
their own security measures or other systems or infrastructure were to be breached or otherwise fail. Likewise, a
cyber-attack or other security breach affecting the business community, the markets, or parts of them may cycle or
cascade through the financial system and adversely affect us. Many if not all of these risks and uncertainties are
beyond our control. Refer to section titled Risk Management in the MD&A that follows.

Even when a failure of or interruption in our communications or other information systems is timely resolved or an
attempted cyber incident or other security breach is successfully avoided or thwarted, we may need to expend
substantial resources in doing so, may be required to take actions that could adversely affect customer satisfaction or
behavior, and may be exposed to reputational damage. In the case of a failure, interruption, or breach, moreover, we
could be exposed to contractual claims, regulatory actions, or litigation by private plaintiffs.

We are heavily reliant on technology, and a failure in effectively implementing technology initiatives or anticipating
future technology needs or demands could adversely affect our business or financial results.

We significantly depend on technology to deliver our products and other services and to otherwise conduct business.
To remain technologically competitive and operationally efficient, we invest in system upgrades, new solutions, and
other technology initiatives. Many of these initiatives take a significant amount of time to develop and implement, are
tied to critical systems, and require substantial resources. Although we take steps to mitigate the risks and
uncertainties associated with these initiatives, no assurance can be provided that they will be implemented on time,
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within budget, or without negative operational or customer impact. We also may not succeed in anticipating future
technology needs, the technology demands of customers, or the competitive landscape for technology. If we were to
misstep in any of these areas, our business or financial results could be negatively impacted.

Our risk-management and compliance programs or functions may not be effective in mitigating risk and loss.

We maintain an enterprise risk management program that is designed to identify, quantify, monitor, report, and
control the risks that we face. These include credit, insurance/underwriting, vehicle-residual, market, liquidity,
business/strategic, reputation, and operational risks. We also maintain a compliance program to identify, measure,
assess, and report on our adherence to applicable law, policies, and procedures. There can be no assurance that our
frameworks or models for risk management, compliance, and related controls will effectively mitigate risk and limit
losses in our business. If conditions or circumstances arise that expose flaws or gaps in our risk management or
compliance programs or if our controls break down, the performance and value of our business could be adversely
affected. We could be negatively impacted as well if, despite adequate programs being in place, our risk management
or compliance personnel are ineffective in executing them and mitigating risk and loss. Refer to the section titled Risk
Management in the MD&A that follows.

We are or may be subject to potential liability in connection with pending or threatened legal proceedings and other
matters, which could adversely affect our business or financial results.

We are involved from time to time in a variety of judicial, alternative-dispute, and other proceedings arising out of our
business and operations. These legal matters may be formal or informal and include litigation and arbitration with one
or more identified claimants,
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certified or purported class actions with yet-to-be-identified claimants, and regulatory or other governmental
information-gathering requests, examinations, investigations, and enforcement proceedings. Our legal matters exist in
varying stages of adjudication, arbitration, negotiation, or investigation and span our lines of business and operations.
Claims may be based in law or equity—such as those arising under contracts or in tort and those involving banking,
consumer protection, securities, tax, employment, and other laws—and some can present novel legal theories and allege
substantial or indeterminate damages.

The course and outcome of legal matters are inherently unpredictable. This is especially so when a matter is still in its
early stages, the damages sought are indeterminate or unsupported, significant facts are unclear or disputed, novel
questions of law or other meaningful legal uncertainties exist, a request to certify a proceeding as a class action is
outstanding or granted, multiple parties are named, or regulatory or other governmental entities are involved. As a
result, we cannot state with confidence how or when threatened or pending legal matters will be resolved and what
losses may be incurred. Actual losses may be higher or lower than any amounts accrued for those matters, possibly to
a significant degree. Refer to Note 30 to the Consolidated Financial Statements. In addition, while we maintain
insurance policies to mitigate the cost of litigation and other proceedings, these policies have deductibles, limits, and
exclusions that may diminish their value or efficacy. Substantial legal claims, even if not meritorious, could have a
detrimental impact on our business, results of operations, and financial condition and could cause us reputational
harm.

Our inability to attract, retain, or motivate qualified employees could adversely affect our business or performance.
Skilled employees are our most important resource, and competition for talented people is intense. Even though
compensation is among our highest expenses, we may not be able to locate and hire the best people, keep them with
us, or properly motivate them to perform at a high level. Recent scrutiny of compensation practices, especially in the
financial services industry, has made this only more difficult. In addition, many parts of our business are particularly
dependent on key personnel. If we were to lose and find ourselves unable to replace these personnel or other skilled
employees or if the competition for talent were to drive our compensation costs to unsustainable levels, our business
and financial results could be negatively impacted.

Our ability to successfully make opportunistic acquisitions is subject to significant risks, including the risk that
government authorities will not provide the requisite approvals, the risk that integrating acquisitions may be more
difficult, costly, or time consuming than expected, and the risk that the value of acquisitions may be less than
anticipated.

While currently not a strategic priority, we may from time to time seek to make opportunistic acquisitions of other
financial services companies or businesses. These acquisitions may be subject to regulatory approval, and no
assurance can be provided that we will be able to obtain that approval in a timely manner or at all. Even when we are
able to obtain regulatory approval, the failure of other closing conditions to be satisfied or waived could delay the
completion of an acquisition for a significant period of time or prevent it from occurring altogether. Any failure or
delay in closing an acquisition could adversely affect our reputation, business, and performance.

In addition, acquisitions involve numerous risks and uncertainties, including lower-than-expected performance or
higher-than-expected costs, difficulties related to integration, diversion of management’s attention from other business
activities, changes in relationships with customers or counterparties, and the potential loss of key employees. An
acquisition also could be dilutive to our existing shareholders if we were to issue common stock to fully or partially
pay or fund the purchase price. We, moreover, may not be successful in identifying acquisition candidates, integrating
acquired companies or businesses, or realizing expected value from acquisitions. There is significant competition for
valuable acquisition targets, and we may not be able to acquire other companies or businesses on attractive terms. No
assurance can be given that we will pursue future acquisitions, and our ability to grow and successfully compete may
be impaired if we choose not to pursue or are unable to successfully make acquisitions.

Vehicle loans and leases make up a significant part of our earning assets, and our business and financial results could
suffer if used vehicle prices are low or volatile or decrease in the future.
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During the year ended December 31, 2016, more than 85% of our earning assets were composed of vehicle loans or
leases or related residual securitization interests. If we experience higher losses on the sale of repossessed vehicles or
lower or more volatile residual values for off-lease vehicles, our business or financial results could be adversely
affected.

General economic conditions, the supply of off-lease and other vehicles to be sold, vehicle market prices, perceived
vehicle quality, overall price, the vehicle disposition channel, volatility in gasoline or diesel fuel prices, levels of
household income, and other factors outside of our control heavily influence used vehicle prices. Consumer
confidence levels and the strength of automotive manufacturers and dealers can also influence the used vehicle
market. For example, when the recent economic crisis began in 2008, sharp declines in used vehicle demand and sale
prices adversely affected our remarketing proceeds and financial results.

Our expectation of the residual value of a vehicle subject to an automotive lease contract is a critical element used to
determine the amount of the lease payments under the contract at the time the customer enters into it. As a result, to
the extent that the actual residual value of the vehicle—as reflected in the sales proceeds received upon remarketing at
lease termination—is less than the expected residual value for the vehicle at lease inception, we will incur additional
depreciation expense and lower profit on the lease transaction than our priced expectation. Our expectation of levels of
used vehicle values is also combined with our estimate of loss frequency to arrive at our projected net average
annualized loss rate (NAALR), which is a factor in determining our pricing of new loan and lease originations. To the
extent that used vehicle prices are significantly lower than our expectations, our profit on vehicle loans and leases
could be substantially less than our expectations, even more so if our estimate of loss frequency is underestimated as
well. In addition, we could be adversely affected if we fail to
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efficiently process and effectively market off-lease vehicles and repossessed vehicles and, as a consequence, incur
higher-than-expected disposal costs or lower-than-expected proceeds from the vehicle sales.

Our business requires substantial capital and liquidity, and a disruption in our funding sources or access to the capital
markets may have an adverse effect on our liquidity, capital positions, and financial condition.

Liquidity is the ability to fund increases in assets and meet obligations as they come due, all without incurring
unacceptable losses. Banks are especially vulnerable to liquidity risk because of their role in the maturity
transformation of demand or short-term deposits into longer-term loans or other extensions of credit. We, like other
financial services companies, rely to a significant extent on external sources of funding (such as deposits and
borrowings) for the liquidity needed to conduct our business and operations. A number of factors beyond our control,
however, could have a detrimental impact on the availability or cost of that funding and thus on our liquidity. These
include market disruptions, changes in our credit ratings or the sentiment of our investors, the state of the regulatory
environment and monetary and fiscal policies, reputational damage, financial or systemic shocks, and significant
counterparty failures. Unexpected declines or limits on dividends or other distributions from our subsidiaries also
could adversely affect Ally’s liquidity position.

We have significant maturities of unsecured debt each year. While we have reduced our reliance on unsecured funding
in recent years, it remains an important component of our capital structure and financing plans. At December 31,
2016, approximately $4.4 billion in principal amount of total outstanding consolidated unsecured debt is scheduled to
mature in 2017, and approximately $3.7 billion and $1.7 billion in principal amount of consolidated unsecured debt is
scheduled to mature in 2018 and 2019, respectively. We also obtain short-term funding from the sale of floating-rate
demand notes, all of which the holders may elect to have redeemed at any time without restriction. At December 31,
2016, a total of $3.6 billion in principal amount of demand notes were outstanding. We also rely substantially on
secured funding. At December 31, 2016, approximately $10.3 billion of outstanding consolidated secured long-term
debt is scheduled to mature in 2017, approximately $8.2 billion is scheduled to mature in 2018, and approximately
$7.3 billion is scheduled to mature in 2019. Furthermore, at December 31, 2016, approximately $16.2 billion in
certificates of deposit at Ally Bank are scheduled to mature in 2017, which is not included in the 2017 unsecured
maturities provided above. Additional financing will be required to fund a substantial portion of the debt maturities
over these periods.

We continue to rely as well on our ability to borrow from other financial institutions, and many of our primary bank
facilities are up for renewal on a yearly basis. Any weakness in market conditions, tightening of credit availability, or
other events referenced earlier in this risk factor could have a negative effect on our ability to refinance these facilities
and could increase the costs of bank funding. Ally and Ally Bank also continue to access the securitization markets.
While those markets have continued to stabilize following the liquidity crisis that commenced in 2008, there can be no
assurances that these sources of liquidity will remain available to us.

Our policies and controls are designed to ensure that we maintain adequate liquidity to conduct our business in the
ordinary course even in a stressed environment. There is no guarantee, however, that our liquidity position will never
become compromised. In such an event, we may be required to sell assets at a loss or reduce loan and lease
originations in order to continue operations. This could damage the performance and value of our business, prompt
regulatory intervention, and harm our reputation, and if the condition were to persist for any appreciable period of
time, our viability as a going concern could be threatened. Refer to section titled Liquidity Management, Funding, and
Regulatory Capital in the MD&A that follows and Note 21 to the Consolidated Financial Statements.

Our indebtedness and other obligations are significant and could adversely affect our business and financial results.
We have a significant amount of indebtedness. At December 31, 2016, we had approximately $67.9 billion in
principal amount of indebtedness outstanding (including $43.2 billion in secured indebtedness). Interest expense on
our indebtedness constituted approximately 22% of our total financing revenue and other interest income for the year
ended December 31, 2016. We also have the ability to create additional unsecured indebtedness.

If our debt service obligations increase, whether due to the increased cost of existing indebtedness or the incurrence of
additional indebtedness, we may be required to dedicate a significant portion of our cash flow from operations to the
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payment of principal of, and interest on, our indebtedness, which would reduce the funds available for other purposes.
Our indebtedness also could limit our ability to withstand competitive pressures and reduce our flexibility in
responding to changing business and economic conditions. In addition, if we are unable to satisfy our indebtedness
and other obligations in full and on time, our business, reputation, and value as a going concern could be profoundly
and perhaps inexorably damaged.

The markets for automotive financing, insurance, mortgage, banking, and brokerage are extremely competitive, and
competitive pressures could adversely affect our business and financial results.

The markets for automotive financing, insurance, mortgage, banking, and brokerage are highly competitive, and we
expect competitive pressures only to intensify in the future, especially in light of legislative and regulatory initiatives
arising out of the recent global economic crisis, technological innovations that alter the barriers to entry, current and
evolving economic and market conditions, and government monetary and fiscal policies. Refer to the section above
titled Industry and Competition in Part I, Item 1 of this report. Competitive pressures may drive us to take actions that
we might otherwise eschew, such as lowering the interest rates or fees on loans, raising the interest rates on deposits,
or adopting more liberal underwriting standards. These pressures also may accelerate actions that we might otherwise
elect to defer, such as substantial investments in technology or infrastructure. Whatever the reason, actions that we
take in response to competition may adversely affect our results of operations and financial condition. These
consequences could be exacerbated if we are not successful in
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introducing new products and other services, achieving market acceptance of our products and other services,
developing and maintaining a strong customer base, or prudently managing expenses.

Our borrowing costs and access to the banking and capital markets could be negatively impacted if our credit ratings
are downgraded or otherwise fail to meet investor expectations or demands.

The cost and availability of our funding are meaningfully affected by our short- and long-term credit ratings. Each of
Standard & Poor’s Rating Services, Moody’s Investors Service, Inc., Fitch, Inc., and Dominion Bond Rating Service
rates some or all of our debt, and these ratings reflect the rating agency’s opinion of our financial strength, operating
performance, strategic position, and ability to meet our obligations. Agency ratings are not a recommendation to buy,
sell, or hold any security and may be revised or withdrawn at any time. Each agency’s rating should be evaluated
independently of any other agency’s rating.

Some of our current credit ratings are below investment grade, which negatively impacts our access to liquidity and
increases our borrowing costs in the banking and capital markets. If our credit ratings were to be downgraded further
or were to otherwise fail to meet investor expectations or demands, our borrowing costs and access to the banking and
capital markets could become even more challenging and, as a result, negatively affect our business and financial
results. In addition, downgrades of our credit ratings or their failure to meet investor expectations or demands could
result in additional terms and conditions being added to any new or replacement financing arrangements as well as
trigger disadvantageous provisions of existing borrowing arrangements.

Challenging business, economic, or market conditions may adversely affect our business, results of operations, and
financial condition.

Our businesses are driven by wealth creation in the economy, robust market activity, monetary and fiscal stability, and
positive investor, business, and consumer sentiment. A downturn in economic conditions, disruptions in the equity or
debt markets, high unemployment or underemployment, depressed vehicle or housing prices, unsustainable debt
levels, declines in household incomes, deteriorating consumer or business sentiment, consumer or commercial
bankruptcy filings, or declines in the strength of national or local economies could decrease demand for our products
and services, increase the amount and rate of delinquencies and losses, and negatively impact the returns on and the
value of our investment portfolio and other assets. Further, if a significant and sustained increase in fuel prices or
other adverse conditions were to lead to diminished new and used vehicle purchases, our automotive finance and
insurance businesses could suffer considerably. In addition, concerns about the pace of economic growth and
uncertainty about fiscal and monetary policies can result in significant volatility in the financial markets and could
impact our ability to obtain cost-effective funding. If any of these events were to occur or worsen, our business, results
of operation, and financial condition could be adversely affected.

Acts or threats of terrorism, natural disasters, and other conditions or events beyond our control could adversely affect
us.

Geopolitical conditions, natural disasters, and other conditions or events beyond our control may adversely affect our
business, results of operations, financial condition, or prospects. For example, acts or threats of terrorism and political
or military actions taken in response to terrorism could adversely affect general economic, business, or market
conditions and, in turn, us. We also could be negatively impacted if our key personnel, a significant number of our
employees, or our systems or infrastructure were to become unavailable or damaged due to a pandemic, natural
disaster, war, act of terrorism, accident, or similar cause. These same risks and uncertainties arise too for the service
providers and counterparties on whom we depend as well as their own third-party service providers and
counterparties.

Significant repurchases or indemnification payments in our securitizations or whole-loan sales could harm our
profitability and financial condition.

We have repurchase and indemnification obligations in our securitizations and whole-loan sales. If we were to breach
a representation, warranty, or covenant in connection with a securitization or whole-loan sale, we may be required to
repurchase the affected loans or leases or otherwise compensate investors or purchasers for losses caused by the
breach. If the scale or frequency of repurchases or indemnification payments were to increase substantially from its
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present levels, our results of operations and financial condition could be adversely affected.

Our business and operations make extensive use of models, and we could be adversely affected if our design,
implementation, or use of models is flawed.

We use quantitative models to price products and services, measure risk, estimate asset and liability values, assess
capital and liquidity, manage our balance sheet, create financial forecasts, and otherwise conduct our business and
operations. If the design, implementation, or use of any of these models is flawed, we could make strategic or tactical
decisions based on incorrect, misleading, or incomplete information. In addition, to the extent that any inaccurate
model outputs are used in reports to banking agencies or the public, we could be subjected to supervisory actions,
litigation, and other proceedings that may adversely affect our business and financial results. Refer to section titled
Risk Management in the MD&A that follows.

Our hedging strategies may not be successful in mitigating our interest rate, foreign exchange, and market risks, which
could adversely affect our financial results.

We employ various hedging strategies to mitigate the interest rate, foreign exchange, and market risks inherent in
many of our assets and liabilities. Our hedging strategies rely considerably on assumptions and projections regarding
our assets and liabilities as well as general market factors. If any of these assumptions or projections prove to be
incorrect or our hedges do not adequately mitigate the impact of changes in interest rates, foreign exchange rates, and
other market factors, we may experience volatility in our earnings that could adversely
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affect our profitability and financial condition. In addition, we may not be able to find market participants that are
willing to act as our hedging counterparties on acceptable terms or at all, which could have an adverse effect on the
success of our hedging strategies.

We use estimates and assumptions in determining the fair value of many of our assets. If our estimates or assumptions
prove to be incorrect, our cash flow, profitability, financial condition, and business prospects could be materially and
adversely affected.

We use estimates and various assumptions in determining the fair value of many of our assets, including retained
interests from securitizations, loans held-for-sale, and other investments that do not have an established market value
or are not publicly traded. We also use estimates and assumptions in determining the residual values of leased
vehicles. In addition, we use estimates and assumptions in determining our reserves for legal matters, insurance losses,
and loss adjustment expenses (which represent the accumulation of estimates for both reported losses and those
incurred, but not reported, including claims adjustment expenses relating to direct insurance and assumed reinsurance
agreements). Refer to section titled Critical Accounting Estimates in the MD&A that follows. Our assumptions and
estimates may be inaccurate for many reasons. For example, they often involve matters that are inherently difficult to
predict and that are beyond our control (such as macroeconomic conditions and their impact on our dealers) and often
involve complex interactions between a number of dependent and independent variables, factors, and other
assumptions. Assumptions and estimates are also far more difficult during periods of market dislocation or illiquidity.
As a result, our actual experience may differ substantially from these estimates and assumptions. A meaningful
difference between our estimates and assumptions and our actual experience may adversely affect our cash flow,
profitability, financial condition, and business prospects and may increase the volatility of our financial results. In
addition, several different judgments associated with assumptions or estimates could be reasonable under the
circumstances and yet result in significantly different results being reported.

Significant fluctuations in the valuation of investment securities or market prices could negatively affect our financial
results.

Market prices for securities and other financial assets are subject to considerable fluctuation. Fluctuations may result,
for example, from perceived changes in the value of the asset, the relative price of alternative investments, geopolitical
events, actual or expected changes in monetary or fiscal policies, and general market conditions. Due to these kinds of
fluctuations, the amount that we realize in the subsequent sale of an investment may significantly differ from the last
reported value and could negatively affect our financial results. Additionally, negative fluctuations in the value of
available-for-sale investment securities could result in unrealized losses recorded in equity.

Changes in accounting standards could adversely affect our reported revenues, expenses, profitability, and financial
condition.

Our financial statements are subject to the application of GAAP, which are periodically revised or expanded. The
application of GAAP is also subject to varying interpretations over time. Accordingly, we are required to adopt new or
revised accounting standards or comply with revised interpretations that are issued from time to time by various
parties, including accounting standard setters and those who interpret the standards, such as the FASB, the SEC,
banking agencies, and our independent registered public accounting firm. Those changes are beyond our control but
could adversely affect our revenues, expenses, profitability, or financial condition. Refer to Note 1 to the Consolidated
Financial Statements for several financial accounting standards issued by the FASB during 2016 with effective dates
between January 1, 2018, and January 1, 2020.

The financial system is highly interrelated, and the failure of even a single financial institution could adversely affect
us.

The financial system is highly interrelated, including as a result of lending, trading, clearing, counterparty, or other
relationships. We have exposure to and routinely execute transactions with a wide variety of financial institutions,
including brokers, dealers, commercial banks, and investment banks. If any of these institutions were to fail in
meeting its obligations in full and on time or were to enter bankruptcy, conservatorship, or receivership, the
consequences could ripple throughout the financial system and may adversely affect our business, results of
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operations, financial condition, or prospects.

Adverse economic conditions or changes in laws in the states where we have loan or lease concentrations may
negatively affect our business and financial results.

We are exposed to portfolio concentrations in some states, including California, Texas, and Florida. Factors adversely
affecting the economies and applicable laws in these states could have an adverse effect on our business, results of
operations, and financial condition.

Negative publicity outside of our control, or our failure to successfully manage issues arising from our conduct or in
connection with the financial services industry generally, could damage our reputation and adversely affect our
business or financial results.

The performance and value of our business could be negatively impacted by any reputational harm that we may suffer.
This harm could arise from negative publicity outside of our control or our failure to adequately address issues arising
from our conduct or in connection with the financial services industry generally. Risks to our reputation could arise in
any number of contexts—for example, continuing government responses to the recent global economic crisis, cyber
incidents and other security breaches, mergers and acquisitions, lending or banking practices, actual or potential
conflicts of interest, failures to prevent money laundering, and corporate governance.

20

39



Edgar Filing: Ally Financial Inc. - Form 10-K

Table of Contents
Ally Financial Inc. * Form 10-K

Risks Related to Ownership of Our Common Stock

Our ability to pay dividends on our common stock or repurchase shares in the future may be limited.

Any future dividends on our common stock or share repurchases will be determined by our Board of Directors in its
sole discretion and will depend on our business, financial condition, earnings, capital, liquidity, and other factors at
the time. In addition, any plans to continue dividends or share repurchases in the future will be subject to the FRB’s
review of and non-objection to our capital plan, which is unpredictable. Refer to the section above titled Regulation
and Supervision in Part I, Item 1 of this report. There is no assurance that our Board of Directors will approve, or the
FRB will permit, future dividends or share repurchases.

It is possible that any indentures or other financing arrangements that we execute in the future could limit our ability
to pay dividends on our capital stock, including our common stock. In the event that any of our indentures or other
financing arrangements in the future restrict that ability, we may be unable to pay dividends unless and until we can
refinance the amounts outstanding under those arrangements. In addition, under Delaware law, our Board of Directors
may declare dividends on our capital stock only to the extent of our statutory surplus (which is defined as the amount
equal to total assets minus total liabilities, in each case at fair market value, minus statutory capital) or, if no surplus
exists, out of our net profits for the then-current or immediately preceding fiscal year. Further, even if we are
permitted under our contractual obligations and Delaware law to pay dividends on our common stock, we may not
have sufficient cash or regulatory approvals to do so.

The market price of our common stock could be adversely impacted by anti-takeover provisions in our organizational
documents and Delaware law that could delay or prevent a takeover attempt or change in control of Ally or and by
other banking, antitrust, or corporate laws that have or are perceived as having an anti-takeover effect.

Our certificate of incorporation, our bylaws, and Delaware law contain provisions that could have the effect of
discouraging, hindering, or preventing an acquisition that our Board of Directors does not find to be in the best
interests of us and our stockholders. For example, our organizational documents include provisions:

{imiting the liability of our directors and providing indemnification to our directors and officers; and

limiting the ability of our stockholders to call and bring business before special meetings of stockholders by requiring
any requesting stockholders to hold at least 25% of our common shares in the aggregate.

These provisions, alone or together, could delay hostile takeovers and changes in control of Ally or changes in
management.

In addition, we are subject to Section 203 of the General Corporation Law of the State of Delaware, which generally
prohibits a corporation from engaging in various business combination transactions with any interested stockholder
(generally defined as a stockholder who owns 15% or more of a corporation’s voting stock) for a period of three years
following the time that the stockholder became an interested stockholder, except under specified circumstances such
as the receipt of prior board approval.

Banking and antitrust laws, including associated regulatory-approval requirements, also impose significant restrictions
on the acquisition of direct or indirect control over any bank holding company like us.

Any provision of our organizational documents or applicable law that deters, hinders, or prevents a non-negotiated
takeover or change in control of Ally could limit the opportunity for our stockholders to receive a premium for their
shares of our common stock and could also affect the price that some investors are willing to pay for our common
stock.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

Our principal corporate offices are located in Detroit, Michigan, and Charlotte, North Carolina. In Detroit, we lease
approximately 321,000 square feet of office space under a lease that expires in December 2028. In Charlotte, we lease
approximately 197,000 square feet of office space under a lease expiring in June 2021.

The primary offices for both our Automotive Finance and Insurance operations are located in Detroit, and are included
in the totals referenced above. The primary office for our Mortgage Finance operations is located in Charlotte, where,
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in addition to the totals referenced above, we lease approximately 71,000 square feet of office space under a lease that
expires in February 2021. The primary office for our Corporate Finance operations is located in New York, New
York, where we lease approximately 55,000 square feet of office space under a lease that expires in June 2023.

In addition to the properties described above, we lease additional space to conduct our operations. We believe our
facilities are adequate for us to conduct our present business activities.

Item 3. Legal Proceedings

Refer to Note 30 to the Consolidated Financial Statements for a discussion related to our legal proceedings.
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Item 4. Mine Safety Disclosures
Not applicable.
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Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Market Information

Our common stock is listed on the New York Stock Exchange (NYSE) under the symbol “ALLY.” At December 31,
2016, we had 467,000,306 shares of common stock outstanding, compared to 481,980,111 shares at December 31,
2015. The following table sets forth, for the periods indicated, the reported high and low sale prices for our common
stock on the NYSE, and the cash dividends declared on our common stock.

Cash
($ per share) High Low  dividends
declared
Year ended December 31, 2016
First Quarter $18.99 $14.55 $ —
Second Quarter $18.76 $14.84 $ —
Third Quarter $20.14 $15.37 $ 0.08
Fourth Quarter $20.60 $16.68 $ 0.08
Year ended December 31, 2015
First Quarter $24.00 $18.63 $ —
Second Quarter $23.83 $19.90 $ —
Third Quarter $23.24 $19.77 $ —
Fourth Quarter $21.21 $18.19 $ —
Holders

As of February 22, 2017, we had approximately 41 holders of record of our common stock.

Dividends

Our payment of any dividends on our common stock in the future will be determined by our Board of Directors in its
sole discretion and will depend on business conditions, our financial condition, earnings and liquidity, and other
factors. Any plans to continue payment of dividends on our common stock in the future would be subject to the FRB’s
review and absence of objection. Refer to the section above titled Regulation and Supervision — Bank Holding
Company and Financial Holding Company Status in Item 1 for additional information.

Securities Authorized for Issuance Under Equity Compensation Plans

The following table provides information about the securities authorized for issuance under our equity compensation
plans as of December 31, 2016.

(1) (3)
Number of securities to be (2) Number of securities remaining
issued upon exercise of Weighted-average exercise available for further issuance under

Plan Category . . . . . . . .
outstanding options, price of outstanding options, equity compensation plans (excluding
warrants and rights (a) warrants and rights securities reflected in column (1)) (b)
(in thousands) (in thousands)

Equity compensation

plans approved by 7,517 — 25,405

security holders

Total 7,517 — 25,405

Includes deferred stock units and restricted stock units outstanding under the 2014 Incentive Compensation Plan
and deferred stock units outstanding under the 2014 Non-Employee Directors Equity Compensation Plan.

(a)
(b)
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Includes 21,861,785 securities available for issuance under the plans identified in (a) above and 3,542,719
securities available for issuance under Ally's Employee Stock Purchase Plan, of which 7,516,616 securities
are subject to purchase during the current purchase period (determined as of December 31, 2016).

44



Edgar Filing: Ally Financial Inc. - Form 10-K

Table of Contents
Ally Financial Inc. * Form 10-K

Stock Performance Graph

The following graph compares the cumulative total return to shareholders on our common stock relative to the
cumulative total returns of the S&P 500 index and the S&P Financials index. An investment of $100 (with
reinvestment of all dividends) is assumed to have been made in our common stock and in each index on April 10,
2014 (the date our common stock first commenced trading on the NYSE), and its relative performance is tracked
through December 31, 2016. The returns shown are based on historical results and are not intended to suggest future
performance.

This performance graph shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934,
as amended (the Exchange Act), or incorporated by reference into any filing of Ally under the Securities Act of 1933,
as amended, or the Exchange Act, except as shall be expressly set forth by specific reference in such filing.

Recent Sales of Unregistered Securities

Ally did not have any sales of unregistered securities in the last three fiscal years.

Purchases of Equity Securities by the Issuer

The following table presents repurchases of our common stock, by month, for the three months ended December 31,
2016.

Total Maximum
number of  approximate
Total shares dollar value
number Weighted-average repurchased of shares that
of shares . d per as partof  may yet be
Three months ended December 31, 2016 repurchased E;frz I():; (lf) publicly repurchased
(a) . announced under the
. (in dollars)
(in program (a) program (a)
thousands) (c) (b) (¢
(in ($in
thousands) millions)
October 2016 3,878 $ 19.31 3,878 $ 466
November 2016 2,687 18.29 2,687 417
December 2016 2,180 19.76 2,180 374
Total 8,745 19.11 8,745

@ Includes shares of common stock withheld to cover income taxes owed by participants in our share-based incentive
plans.

(b)Excludes brokerage commissions.

© On July 19, 2016, we announced a common stock repurchase program of up to $700 million. The program
commenced in the third quarter of 2016 and will expire on June 30, 2017.
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Item 6. Selected Financial Data

The selected historical financial information set forth below should be read in conjunction with Management’s
Discussion and Analysis (MD&A) of Financial Condition and Results of Operations, and our Consolidated Financial
Statements and the notes thereto. The historical financial information presented may not be indicative of our future

performance.

The following table presents selected Consolidated Statement of Income and market price data.

($ in millions, except per share data; shares in thousands) 2016 2015 2014 2013 2012
Total financing revenue and other interest income $8,305 $8,397 $8,391 $8,093 $7,342
Total interest expense 2,629 2429 2783 3,319 4,052
Net depreciation expense on operating lease assets 1,769 2249 27233 1,995 1,399
Net financing revenue and other interest income 3,907 3,719 3,375 2,779 1,891
Total other revenue 1,530 1,142 1,276 1,484 2,574
Total net revenue 5,437 4,861 4,651 4,263 4,465
Provision for loan losses 917 707 457 501 329
Total noninterest expense 2939 2761 2,948 3,405 3,622
Income from continuing operations before income tax expense (benefit) 1,581 1,393 1,246 357 514
Income tax expense (benefit) from continuing operations 470 496 321 59 ) (85 )
Net income from continuing operations 1,111 897 925 416 1,370
(Loss) income from discontinued operations, net of tax 44 ) 392 225 G5 H)yara )
Net income $1,067 $1,289 $1,150 $361  $1,196
Basic earnings per common share (a):

Net income (loss) from continuing operations $2.25 $B47) $1.36 $(1.51) $1.38
Net income (loss) 2.15 (2.66 ) 1.83 (1.64 ) 0.96
Weighted-average common shares outstanding 481,105 482,873 481,155 420,166 412,601
Diluted earnings per common share (a):

Net income (loss) from continuing operations $2.24 $347) $1.36 $(1.51) $1.38
Net income (loss) 2.15 (2.66 ) 1.83 (1.64 ) 0.96
Weighted-average common shares outstanding (b) 482,182 482,873 481,934 420,166 412,601
Market price per common share:

High closing $20.40 $23.88 $25.21

Low closing 1490 1833 20.12

Period-end closing 19.02 18.64 23.62

Cash dividends per common share $0.16 $— $—

Period-end common shares outstanding 467,000 481,980 480,095

Includes shares related to share-based compensation that vested but were not yet issued for the years ended

December 31, 2016, 2015, and 2014, respectively. Preferred stock dividends for the year ended December 31,
(a)2015, include $2,364 million recognized in connection with the partial redemption of the Series G Preferred Stock

and the repurchase of the Series A Preferred Stock. These dividends represent an additional return to preferred

shareholders calculated as the excess consideration paid over the carrying amount derecognized.

Due to antidilutive effect of the net loss from continuing operations attributable to common shareholders for the
(b)year ended December 31, 2015, and 2013, basic weighted-average common shares outstanding were used to

calculate basic and diluted earnings per share.
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The following table presents selected Consolidated Balance Sheet and ratio data.

Year ended December 31, ($ in millions) 2016 2015 2014 2013 2012
Selected period-end balance sheet data:

Total assets $163,728 $158,581 $151,631 $150,908 $181,978
Total deposit liabilities $79,022 $66,478 $58,203 $53,326 $47,884
Long-term debt $54,128 $66,234 $66,380 $69,230 $74,223
Preferred stock $— $696 $1,255 $1,255 $6,940
Total equity $13,317 $13,439 $15,399 $14,208 $19,898
Financial ratios:

Return on average assets (a) 0.68 % 0.84 % 0.77 % 0.23 % 0.65 %
Return on average equity (a) 7.80 % 8.69 % 1.77 % 1.92 % 6.32 %
Equity to assets (a) 8.69 % 9.65 % 9.86 % 12.02 % 10.32 %
Common dividend payout ratio 7.44 % — % — % — Y% — %
Net interest spread (a) (b) (c) 2.49 % 2.44 % 2.26 % 1.73 % 1.15 %

Net yield on interest-earning assets (a) (c) (d) 2.63 % 2.57 % 2.41 % 2.03 % 1.42 %
@ The ratios were based on average assets and average equity using a combination of monthly and daily average
methodologies.

Net interest spread represents the difference between the rate on total interest-earning assets and the rate on total

interest-bearing liabilities, excluding discontinued operations for the periods shown.
Amounts for the years ended December 31, 2015, 2014, 2013, and 2012, were adjusted to include
previously excluded equity investments and related income on equity investments. Refer to the section
titled Statistical Tables within Management's Discussion and Analysis of Financial Condition and Results
of Operations for additional information.

Net yield on interest-earning assets represents net financing revenue and other interest income as a percentage of

total interest-earning assets.

(b)

(©)

(d)
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As of January 1, 2015, Ally became subject to the rules implementing the 2010 Basel III capital framework in the
United States (U.S. Basel III), which reflect new and higher capital requirements, capital buffers, and new regulatory
capital definitions, deductions and adjustments. Certain aspects of U.S. Basel III, including the new capital buffers and
regulatory capital deductions, will be phased in over several years. To assess our capital adequacy against the full
impact of U.S. Basel III, we also present "fully phased-in" information that reflects regulatory capital rules that will
take effect as of January 1, 2019. Refer to Note 21 to the Consolidated Financial Statements for further information.
The following table presents selected regulatory capital data.

Under Basel III (a) Under Basel I (b)
Fully Fully
Transitional Phased-in  Transitional Phased-in December 31,
(©) (©
($ in millions) December 31, 2016 December 31, 2015 2014 2013 2012
Common Equity Tier 1 937 %913 %921 %874 % 9.64 %884 %698 %
capital ratio
Tier 1 capital ratio 10.93 % 10.88 % 11.10 % 11.06 % 12.55 %11.79 %13.13 %
Total capital ratio 12.57 % 12.52 % 12.52 % 12.47 % 1324 %1276  %14.07 %

Tier 1 leverage ratio (to

adjusted quarterly average  9.54 % 9.53 % 9.73 % 9.73 % 1094 %1023 %11.16 %
assets) (d)

Total equity $13,317 $13,317 $13,439 $13,439 $15,399 $14,208 $19,898
Preferred stock — — (696 ) (696 ) (1,255 ) (1,255 ) (6,940 )
Goodwill and certain other

intangibles (272 ) (293 ) (27 ) (27 ) (27 ) (27 ) (494 )
Deferred tax assets arising
from net operating loss and (410 ) (683 ) (392 ) (980 ) (1,310 ) (1,639 ) (1,445 )
tax credit carryforwards (e)

Other adjustments 343 343 183 183 (219 ) 79 (270 )
CC;;?;?O“ Equity Tier 1 12,978 12,684 12,507 11,919 12,588 11,366 10,749
Preferred stock — — 696 696 1,255 1,255 6,940
Trust preferred securities 2,489 2,489 2,520 2,520 2,546 2,544 2,543
Deferred tax assets arising

from net operating loss and (273 ) — (588 ) — — — —

tax credit carryforwards

Other adjustments 47 ) 47 ) (58 ) (58 ) — — —

Tier 1 capital 15,147 15,126 15,077 15,077 16,389 15,165 20,232
Qualifying subordinated debt

and other instruments 1,174 1,174 932 932 237 271 251
qualifying as Tier 2

Qualifying allowance for

credit losses and other 1,098 1,098 996 996 668 969 1,186
adjustments

Total capital $17,419 $17,398 $17,005 $17,005 $17,294  $16,405  $21,669

Risk-weighted assets (f) $138,539 $138,987 $135,844 $136,354 $130,590 $128,575 $154,038
U.S. Basel III became effective for us on January 1, 2015, subject to transitional provisions primarily related to
(a) . . . . . . . . .
deductions and adjustments impacting Common Equity Tier 1 capital and Tier 1 capital.
(b)Capital ratios as of and prior to December 31, 2014, are presented under the U.S. Basel I capital framework.
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Our fully phased-in capital ratios are non-GAAP financial measures that management believes are important to the
reader of the Consolidated Financial Statements but should be supplemental to, and not a substitute for, primary
GAAP measures. The fully phased-in capital ratios are compared to the transitional capital ratios above. We
(c)believe these capital ratios are important because we believe investors, analysts, and banking regulators may assess
our capital utilization and adequacy using these ratios. Additionally, presentation of these ratios allows readers to
compare certain aspects of our capital utilization and adequacy on the same basis to other companies in the
industry.
) Tier 1 leverage ratio equals Tier 1 capital divided by adjusted quarterly average total assets (which reflects
adjustments for disallowed goodwill, certain intangible assets, and disallowed deferred tax assets).
(e)Contains deferred tax assets required to be deducted from capital under U.S. Basel III.
Risk-weighted assets are defined by regulation and are generally determined by allocating assets and specified
® off-balance sheet exposures into various risk categories.
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Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations
Cautionary Notice About Forward-Looking Statements and Other Terms
From time to time we have made, and in the future will make, forward-looking statements within the meaning of the
Private Securities Litigation Reform Act of 1995. These statements can be identified by the fact that they do not relate
strictly to historical or current facts. Forward-looking statements often use words such as “believe,” “expect,” “anticipate,”
“intend,” “pursue,” “seek,” “continue,” “estimate,” “project,” “outlook,” “forecast,” “potential,” “target,” “objective,” “trend,”
“initiative,” “priorities,” or other words of comparable meaning or future-tense or conditional verbs such as “may,” “will,”
“should,” “would,” or “could.” Forward-looking statements convey our expectations, intentions, or forecasts about future
events, circumstances, or results.
This report, including any information incorporated by reference in this report, contains forward-looking statements.
We also may make forward-looking statements in other documents that are filed or furnished with the SEC. In
addition, we may make forward-looking statements orally or in writing to investors, analysts, members of the media,
or others.
All forward-looking statements, by their nature, are subject to assumptions, risks, and uncertainties, which may
change over time and many of which are beyond our control. You should not rely on any forward-looking statement
as a prediction or guarantee about the future. Actual future objectives, strategies, plans, prospects, performance,
conditions, or results may differ materially from those set forth in any forward-looking statement. While no list of
assumptions, risks, or uncertainties could be complete, some of the factors that may cause actual results or other future
events or circumstances to differ from those in forward-looking statements include:
evolving local, regional, national, or international business, economic, or political conditions, including the residual
effects of the recent global economic crisis and responses to that crisis by governments, businesses, and households;
changes in laws or the regulatory or supervisory environment, including as a result of recent financial services
legislation, regulation, or policies or changes in government officials or other personnel;
changes in monetary, fiscal, or trade laws or policies, including as a result of actions by government agencies, central
banks, or supranational authorities;
changes in accounting standards or policies;
changes in the automotive industry or the markets for new or used vehicles;
.disruptions or shifts in investor sentiment or behavior in the securities, capital, or other financial markets, including
financial or systemic shocks and volatility or changes in market liquidity, interest or currency rates, or valuations;
changes in business or consumer sentiment, preferences, or behavior, including spending, borrowing, or saving by
businesses or households;
changes in our corporate or business strategies, the composition of our assets, or the way in which we fund those
assets;
our ability to execute our business strategy for Ally Bank, including its regulatory normalization;
our ability to optimize our automotive finance and insurance businesses and to continue diversifying into and growing
other lines of business, including consumer finance, corporate finance, brokerage, and wealth management;

our ability to develop capital plans that will be approved by the FRB and our ability to implement them,

including any payment of dividends or share repurchases;
our ability to effectively manage capital or liquidity consistent with evolving business or operational needs, risk
management standards, and regulatory or supervisory requirements;
our ability to cost-effectively fund our business and operations, including through deposits and the capital markets;
changes in any credit rating assigned to Ally, including Ally Bank;
adverse publicity or other reputational harm to us;
our ability to develop, maintain, or market our products or services or to absorb unanticipated costs or liabilities
associated with those products or services;
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our ability to innovate, to anticipate the needs of current or future customers, to successfully compete, to increase or
hold market share in changing competitive environments, or to deal with pricing or other competitive pressures;

the continuing profitability and viability of our dealer-centric automotive finance and insurance businesses, especially
in the face of competition from captive finance companies and their automotive manufacturing sponsors;

our ability to appropriately underwrite loans that we originate or purchase and to otherwise manage credit risk;
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.changes in the credit, liquidity, or other financial condition of our customers, counterparties, service providers, or
competitors;

our ability to effectively deal with economic, business, or market slowdowns or disruptions;

judicial, regulatory, or administrative investigations, proceedings, disputes, or rulings that create uncertainty for, or
are adverse to, us or the financial services industry;

our ability to address stricter or heightened regulatory or supervisory requirements;

our ability to maintain secure and functional financial, accounting, technology, data processing, or other operating
systems or facilities, including our capacity to withstand cyber-attacks;

the adequacy of our corporate governance, risk management framework, compliance programs, or internal controls
over financial reporting, including our ability to control lapses or deficiencies in financial reporting or to effectively
mitigate or manage operational risk;

the efficacy of our methods or models in assessing business strategies or opportunities or in valuing, measuring,
estimating, monitoring, or managing positions or risk;

our ability to keep pace with changes in technology that affect us or our customers, counterparties, service providers,
or competitors;

our ability to successfully make and integrate acquisitions;

the adequacy of our succession planning for key executives or other personnel and to attract or retain qualified
employees;

natural or man-made disasters, calamities, or conflicts, including terrorist events and pandemics; or

other assumptions, risks, or uncertainties described in the Risk Factors (Item 1A), Management’s Discussion and
:Analysis of Financial Condition and Results of Operations (Item 7), or the Notes to the Consolidated Financial
Statements (Item 8) in this Annual Report on Form 10-K or described in any of the Company’s annual, quarterly or
current reports.

Any forward-looking statement made by us or on our behalf speaks only as of the date that it was made. We do not
undertake to update any forward-looking statement to reflect the impact of events, circumstances, or results that arise
after the date that the statement was made, except as required by applicable securities laws. You, however, should
consult further disclosures (including disclosures of a forward-looking nature) that we may make in any subsequent
Annual Report on Form 10-K, Quarterly Report on Form 10-Q, or Current Report on Form 8-K.

Our use of the term “loans” describes all of the products associated with our direct and indirect lending activities. The
specific products include loans, retail installment sales contracts, lines of credit, leases, and other financing products.
The term “lend” or “originate” refers to our direct origination of loans or our purchase or acquisition of loans.
Overview

Ally Financial Inc. (together with its consolidated subsidiaries unless the context requires otherwise, Ally, the
Company, or we, us, or our) is a leading digital financial services company offering diversified financial products for
consumers, businesses, automotive dealers and corporate clients. Our legacy dates back to 1919, and Ally was
redesigned in 2009 with a distinctive brand and relentless focus on our customers. We reconverted to a Delaware
corporation in 2009 and are registered as a bank holding company (BHC) under the Bank Holding Company Act of
1956 as amended (the BHC Act) and a financial holding company (FHC) under the Gramm-Leach-Bliley Act of 1999
as amended (the GLB Act). Our banking subsidiary, Ally Bank, is an award-winning online bank, and an indirect,
wholly-owned subsidiary of Ally Financial Inc., offering a variety of deposit and other banking products.

Initial Public Offering of Common Stock and Stock Split

In April 2014, we completed an initial public offering (IPO) of 95 million shares of common stock at $25 per share.
Proceeds from the offering amounted to $2.4 billion, which were obtained by the U.S. Department of the Treasury
(Treasury) as the single selling stockholder. In May 2014, the underwriters on the IPO elected to partially exercise the
over-allotment option to purchase an additional 7,245,670 shares of Ally common stock at the IPO price of $25 per
share. In connection with the IPO, we effected a 310-for-one stock split on shares of our common stock, $0.01 par
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value per share. Accordingly, all references in this MD&A and in the Consolidated Financial Statements to share and
per share amounts relating to common stock have been adjusted, on a retroactive basis, to recognize the 310-for-one
stock split.

Our Business

Dealer Financial Services

Dealer Financial Services includes our Automotive Finance and Insurance segments. Our primary customers are
automotive dealers, which are typically independently owned businesses. As part of the process of selling a vehicle,
automotive dealers typically enter into retail installment sales contracts and leases with their retail customers. Dealers
then select Ally or another automotive finance provider to which they sell those retail installment sales contracts and
leases.

Our Dealer Financial Services operations offer a wide range of financial services and insurance products to over
18,000 automotive dealerships and approximately 4.4 million of their customers. We have deep dealer relationships
that have been built throughout our history of over 95 years, and we are leveraging competitive strengths to expand
our dealer footprint. Our dealer-centric business model encourages dealers to use our broad range of products through
incentive programs like our Ally Dealer Rewards program, which rewards individual dealers based on the depth and
breadth of our relationship. Our automotive finance services include providing retail installment sales contracts, loans,
and leases, offering term loans to dealers, financing dealer floorplans and other lines of credit to dealers, warehouse
lines to companies, fleet financing, providing financing to companies and municipalities for the purchase or lease of
vehicles and equipment, and vehicle remarketing services. We also offer retail VSCs and commercial insurance
primarily covering dealers' wholesale vehicle inventories. We are a leading provider of VSCs, GAP, and vehicle
maintenance contracts (VMCs).

Automotive Finance

Our Automotive Finance operations provide U.S.-based automotive financing services to consumers and automotive
dealers, and automotive and equipment financing services to companies and municipalities. For consumers, we
provide retail financing and leasing for new and used vehicles, including recreational vehicles (RVs). In addition, our
Commercial Services Group (CSG) provides automotive financing for small businesses and automotive and
equipment financing for companies and municipalities. Through our commercial automotive financing operations, we
fund dealer purchases of new and used vehicles through wholesale floorplan financing. At December 31, 2016, our
Automotive Finance operations had $116.3 billion of assets and generated $4.0 billion of total net revenue in 2016.
We manage commercial account servicing for approximately 4,100 dealers that utilize our floorplan inventory lending
or other commercial loans. We provide consumer asset servicing for an $82.6 billion portfolio at December 31, 2016.
The extensive infrastructure, technology, and analytics of our servicing operations as well as the experience of our
servicing personnel enhance our ability to minimize our loan losses and enable us to deliver a favorable customer
experience to both our dealers and their retail customers. During 2016, our strategy for originations was to optimize
our risk-adjusted returns against available origination opportunities resulting in a more profitable origination mix
compared to prior periods. In 2016, total retail and lease originations were $36.0 billion, a decline of $5.0 billion
compared to 2015.

Our success as an automotive finance provider is driven by the consistent and broad range of products and services we
offer to dealers who originate loans and leases to their retail customers who are acquiring new and used vehicles. Ally
and other automotive finance providers purchase these loans and leases from automotive dealers. As the marketplace
evolves, our growth strategy continues to focus on diversifying the franchise by expanding into different products,
responding to the growing trends for a more streamlined and digital automotive financing process to serve both
dealers and consumers, and continuing to strengthen and expand our network of dealer relationships. To enhance our
automotive finance offerings, relationships, and digital capabilities, in 2016 we:

acquired technology assets and expertise from Blue Yield, an online automotive lender exchange, advancing our
progress in building a direct-to-consumer option;

reached an agreement to provide up to $600 million in purchases of retail installment sales contracts and warehouse
financing for Carvana, an online automotive retailer; and

added to our vehicle financing capability with the formation of an experienced transportation and equipment finance
team.

53



Edgar Filing: Ally Financial Inc. - Form 10-K

We believe these actions will enable us to respond to the growing trends for a more streamlined and digital automotive
financing process to serve both dealers and consumers. In addition, the Growth channel was established as a formal
channel in 2012 to focus on developing dealer relationships beyond our existing relationships that primarily were
developed through our role as a captive finance company historically for the GM and Chrysler brands, and was
expanded in 2016 to include our direct-to-consumer lending option. We have established relationships with thousands
of Growth channel dealers through our customer-centric approach and specialized incentive programs. The success of
the Growth channel has been a key enabler to converting our business model from a focused captive finance company
to a leading market competitor. In this channel, we currently have over 11,500 dealer relationships, of which
approximately 10,500 are franchised dealers from brands such as Ford, Nissan, Kia, Hyundai, Toyota, Honda and
others; RV dealers; and used vehicle only retailers, which have a national presence.

Over the past several years, we have continued to focus on the used vehicle segment primarily through franchised
dealers, which has resulted in used vehicle financing volume growth. The highly fragmented used vehicle financing
market, with a total financing opportunity represented by over 260 million vehicles in operation, provides an attractive
opportunity that we believe will further expand and support our dealer relationships and increase our risk-adjusted
return on retail loan originations. In addition, at December 31, 2016, our CSG and RV channels had $6.7 billion and
$1.7 billion, respectively, of retail loans outstanding.

For consumers, we provide retail automotive financing and leasing for new and used vehicles. Retail financing for the
purchase of vehicles generally takes the form of installment sales financing. During 2016 and 2015, we originated a
total of approximately 1.3 million and 1.5 million automotive loans and leases totaling approximately $36.0 billion
and $41.0 billion, respectively. Since the end of 2014, we have experienced growth in our consumer retail automotive
loan portfolio and a significant reduction in lease assets. This shift in our portfolio mix has contributed to an increase
in provision expense for loan losses. Consumer lease residuals are not included in the allowance for loan losses as
changes in the expected residual values on consumer leases are included in depreciation expense over the remaining
life of the lease. However, our risk to future fluctuations in used vehicle values is diminishing as our lease assets have
declined materially and will continue to decline as the number of leases terminating currently is significantly larger
than the number of new leases being originated. As of December 31, 2016, operating lease assets, net of accumulated
depreciation, decreased 41%, to $11.5 billion, since December 31, 2014. All
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leases are exposed to potential reductions in used vehicle values, while only those loans where we take possession of
the vehicle are affected by potential reductions in used vehicle values.

Our consumer automotive financing operations generate revenue through finance charges or lease payments and fees
paid by customers on the retail contracts and leases. When the lease contract is originated, we estimate the residual
value of the leased vehicle at lease termination. Periodically we revise the projected residual value of the leased
vehicle at lease termination. Given the fluctuations in used vehicle values, our actual sales proceeds from remarketing
the vehicle may be higher or lower than the projected residual value which results in gains or losses on lease
termination. During 2016, we recognized $213 million of gains on lease terminations, compared to $351 million in
2015.

We continue to diversify our business mix by prudently expanding our product offering across a broad risk spectrum,
subject to established internal guardrails and underwriting policies that reflect our risk appetite. Our current operating
results continue to increasingly reflect our ongoing strategy. The strategy to grow used vehicle financing, a market
that is up 3% year over year, has provided volume at lower credit tiers, which to date has provided higher-yielding
loans and an increase in provision expense in line with our expectations for credit performance of the portfolio. We
seek to be a meaningful lender to a wide spectrum of borrowers and continue to carefully measure risk versus return.
We place great emphasis on our risk management and risk-based pricing policies and practices.

Our commercial automotive financing operations primarily fund dealer inventory purchases of new and used vehicles,
commonly referred to as wholesale floorplan financing. This represents the largest portion of our commercial
automotive financing business. Wholesale floorplan loans are secured by vehicles financed (and all other vehicle
inventory), which provide strong collateral protection in the event of dealership default. Additional collateral (e.g.,
personal guarantees from dealership owners) is often obtained to further manage credit risk. The amount we advance
to dealers is equal to 100% of the wholesale invoice price of new vehicles. Interest on wholesale automotive financing
is generally payable monthly and is indexed to a floating rate benchmark. The rate for a particular dealer is based on,
among other considerations, competitive factors and the dealer's creditworthiness. During 2016, we financed an
average of $32.7 billion of dealer vehicle inventory through wholesale floorplan financings. Other commercial lending
products for dealers include real estate, working capital, and acquisition loans which averaged $5.2 billion during
2016. We also provide comprehensive automotive remarketing services, including the use of SmartAuction, our online
auction platform, which efficiently supports dealer-to-dealer and other commercial wholesale vehicle transactions. In
2016, we and others including dealers, fleet rental companies, and financial institutions, utilized SmartAuction to sell
approximately 364,000 vehicles to dealers and other commercial customers. SmartAuction served as the remarketing
channel for 55% of Ally's off-lease vehicles.

Insurance

Our Insurance operations offer both consumer finance protection and insurance products sold primarily through the
automotive dealer channel, and commercial insurance products sold directly to dealers. As part of our focus on
offering dealers a broad range of consumer financial and insurance products, we provide VSCs, VMCs, GAP
products, and other ancillary products desired by consumers. We also underwrite selected commercial insurance
coverages, which primarily insure dealers' wholesale vehicle inventory. Our Insurance operations had $7.2 billion of
assets at December 31, 2016, and generated $1.1 billion of total net revenue in 2016.

In addition to our product offerings, we provide consultative services and training to assist dealers in optimizing
Finance and Insurance results, achieving high levels of customer satisfaction, and achieving regulatory compliance.
Our services also include an advisory role to the dealer relative to the necessary liability and physical damage
coverages for a dealership.

Our VSC:s for retail customers offer owners and lessees mechanical repair protection and roadside assistance for new
and used vehicles beyond the manufacturer's new vehicle warranty. These VSCs are marketed to the public through
automotive dealerships and on a direct response basis. The VSCs cover virtually all vehicle makes and models. We
also offer GAP products, which allow the recovery of a specified economic loss beyond the covered vehicle's value in
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the event the vehicle is damaged and declared a total loss.

Ally Premier Protection is our flagship vehicle service contract offering which was launched nationwide in June 2015
and provides coverage for new and used vehicles of virtually all makes and models. As we broadened our business
beyond GM, Ally Premier Protection replaced the General Motors Protection Plan nameplate, which was discontinued
in 2016.

Wholesale vehicle inventory insurance for dealers provides physical damage protection for dealers' floorplan vehicles.
Among dealers to whom we provide wholesale financing, our wholesale insurance product penetration rate is
approximately 81%. Dealers who receive wholesale financing from Ally are eligible for wholesale insurance
incentives, such as automatic eligibility in our preferred insurance programs and increased financial benefits.

A significant aspect of our Insurance operations is the investment of proceeds from premiums and other revenue
sources. We use these investments to satisfy our obligations related to future claims at the time these claims are
settled. Our Insurance operations have an Investment Committee, which develops investment guidelines and
strategies. The guidelines established by this committee reflect our risk tolerance, liquidity requirements, regulatory
requirements, and rating agency considerations, among other factors.

Mortgage Finance

Our Mortgage Finance operations primarily consist of the management of a held-for-investment consumer mortgage
finance loan portfolio, which includes bulk purchases of high-quality jumbo and low-to-moderate income (LMI)
mortgage loans originated by third parties. During the year ended December 31, 2016, we purchased $3.7 billion of
mortgage loans that were originated by third parties. In late
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2016, we also introduced limited direct mortgage originations consisting of jumbo and conforming mortgages through
a third-party fulfillment partner, LenderLive. Under our current arrangement, conforming mortgages will be originated
as held-for-sale and sold to LenderLive, while jumbo mortgages will be originated as held-for-investment. Servicing
will be performed by a third party and no mortgage servicing rights will be created. Direct mortgage originations did
not materially impact our results of operations for the year ended December 31, 2016. Our Mortgage Finance
operations had $8.3 billion of assets at December 31, 2016, and generated $97 million of total net revenue in 2016.
Corporate Finance

Our Corporate Finance operations primarily provide senior secured leveraged cash flow and asset-based loans to
mostly U.S.-based middle market companies. The Corporate Finance portfolio is almost entirely comprised of first
lien, first out loans. Our primary focus is on businesses owned by private equity sponsors with loans typically used for
leveraged buyouts, mergers and acquisitions, debt refinancing, restructurings, and working capital. The portfolio is
well diversified across multiple industries including retail, manufacturing, distribution, service companies, and other
specialty sectors. These specialty sectors include our Healthcare and Technology Finance verticals. The Healthcare
vertical provides financing across the healthcare spectrum including services, pharmaceuticals, biotechnology,
manufacturing, and medical devices and supplies. Our Technology Finance vertical, which was launched in the fourth
quarter of 2015, provides financing solutions to venture-backed, technology-based companies.

Our target commitment hold level for individual exposures ranges from $20 million to $75 million for individual
borrowers, depending on product type. Loan facilities typically include both a revolver and term loan component. All
of our loans are floating rate facilities with maturities ranging from two to seven years. In certain instances, we may
be offered the opportunity to make small investments in our borrowers, where we could benefit from potential
appreciation in the company’s value. Our Corporate Finance operations had $3.2 billion of assets at December 31,
2016, and generated $147 million of total net revenue in 2016.

Corporate and Other

Corporate and Other primarily consists of activity related to centralized corporate treasury activities such as
management of the cash and corporate investment securities and loan portfolios, short- and long-term debt, retail and
brokered deposit liabilities, derivative instruments, the amortization of the discount associated with new debt
issuances and bond exchanges, and the residual impacts of our corporate funds-transfer pricing (FTP) and treasury
asset liability management (ALM) activities. Corporate and Other also includes certain equity investments which
primarily consist of Federal Home Loan Bank (FHLB) and Federal Reserve Bank (FRB) stock, the management of
our legacy mortgage portfolio which primarily consists of loans originated prior to January 1, 2009, and
reclassifications and eliminations between the reportable operating segments. Additionally, beginning in June 2016
with the acquisition of TradeKing, financial information related to TradeKing is included within Corporate and Other.
We continue to advance the integration of our online brokerage and digital wealth management platform and
offerings, and are on track for rebranding in early 2017.

The net financing revenue and other interest income of our Automotive Finance, Mortgage Finance, and Corporate
Finance operations includes the results of an FTP process that insulates these operations from interest rate volatility by
matching assets and liabilities with similar interest rate sensitivity and maturity characteristics. The FTP process
assigns charge rates to the assets and credit rates to the liabilities within our Automotive Finance, Mortgage Finance,
and Corporate Finance operations, based on anticipated maturity and a benchmark rate curve plus an assumed credit
spread. The assumed credit spread represents the cost of funds for each asset class based on a blend of funding
channels available to the enterprise, including unsecured and secured capital markets, private funding facilities, and
deposits. In addition, a risk-based methodology is used to allocate equity to these operations.

Ally Bank

Ally Bank, our direct banking platform, is focused on the continued prudent expansion of assets while growing a
stable deposit base and deepening relationships with its 1.2 million primary deposit customers driven by its
compelling brand and strong value proposition. Ally Bank raises deposits directly from customers through direct
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banking via the internet, telephone, mobile, and mail channels. Ally Bank has established a strong and growing retail
banking franchise that is based on a promise of being straightforward, easy to use, and offering high-quality customer
service. Ally Bank's products and services are designed to develop long-term customer relationships and capitalize on
the shift in consumer preference for direct banking. At December 31, 2016, 75% of Ally's total assets were within
Ally Bank. Segment results include cost of funds associated with product offerings. For products originated at Ally
Bank, the cost of funds is more beneficial than products originated at other entities as Ally Bank is a deposit gathering
organization, which helps fund assets at a lower cost. Noninterest costs associated with deposit gathering activities
were $248 million for the year ended December 31, 2016, and are allocated to each segment based on their relative
balance sheet. Ally Bank's assets and operating results are divided among our Automotive Finance, Mortgage Finance,
and Corporate Finance segments based on its underlying business activities.

Ally Bank offers a full spectrum of deposit product offerings, such as checking, savings, and certificates of deposit
(CDs), including several raise-your-rate CD terms, IRA deposit products, Popmoney person-to-person transfer
services, eCheck remote deposit capture, and mobile banking. In addition, brokered deposits are obtained through
third-party intermediaries. At December 31, 2016, Ally Bank had $78.9 billion of deposits, including $66.6 billion of
retail deposits. Over the past several years, the continued growth of our retail base, combined with favorable capital
market conditions and a lower interest rate environment, have contributed to a reduction in our consolidated cost of
funds. The growth in deposits is primarily attributable to our retail deposits. Strong retention rates and customer
acquisition, reflecting the strength of the franchise, have materially contributed to our growth in retail deposits. During
2016, the deposit base at Ally Bank grew $12.6 billion, an increase of approximately 19% from December 31, 2015.
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We believe Ally Bank remains well-positioned to continue to benefit from the consumer driven-shift from branch
banking to direct banking. According to a 2016 American Bankers Association survey, 80% of customers prefer to do
their banking via direct channels (internet, mobile, phone, and mail). Ally Bank has received a positive response to
innovative savings and other deposit products, which include savings and money market accounts, CDs,
interest-bearing checking accounts, individual retirement accounts, and accounts for trust. Ally Bank's competitive
direct banking features include online and mobile banking, electronic bill pay, remote deposit, electronic funds
transfer nationwide, and no minimum balance requirements.

In the future, we intend to continue to grow and invest in the Ally Bank direct banking franchise and to further
capitalize on the shift in consumer preference for direct banking with expanded digital capabilities and customer
centric products. We are focused on growing, deepening, and further leveraging the customer relationships and brand
loyalty that exist with Ally Bank and its customers as a catalyst for future loan and deposit growth, as well as revenue
opportunities. In 2016, we launched the Ally CashBack Credit Card. This offering generates fee revenue with no
direct credit risk exposure due to the structure of the co-brand relationship.

Funding and Liquidity

Our funding strategy largely focuses on maintaining a diversified mix of retail and brokered deposits, public and
private asset-backed securitizations, committed credit facilities, and public unsecured debt. These funding sources are
managed across products, markets, and investors to enhance funding flexibility, limit dependence on any one source
and result in a more cost-effective long term funding strategy.

Prudent expansion of asset originations at Ally Bank and continued growth of a stable deposit base continues to be the
cornerstone of our long-term liquidity strategy. Retail deposits provide a low-cost source of funds that are less
sensitive to interest rate changes, market volatility, or changes in our credit ratings than other funding sources. At
December 31, 2016, deposit liabilities totaled $79.0 billion, which reflects an increase of $12.5 billion during the year.
Deposits as a percentage of total liability-based funding increased seven percentage points during this time, to 54% at
December 31, 2016.

In addition to building a larger deposit base, we continue to remain active in the securitization markets to finance our
automotive loan portfolios. During 2016, we issued $5.1 billion in secured funding backed by retail automotive loans.
Secured funding transactions continue to be an attractive source of funding due to continued securitization structural
efficiencies and the established market. Additionally, for retail loans and leases, the term structure of the transaction
locks in funding for a specified pool of loans and leases for the life of the underlying assets. Once a pool of retail
automotive loans is selected and placed into a securitization, the underlying assets and corresponding debt amortize
simultaneously resulting in committed and matched funding for the life of the asset. We manage the execution risk
arising from secured funding by maintaining a diverse investor base and maintaining committed secured facilities.

As we continue to migrate assets to Ally Bank and grow our bank funding capabilities, our reliance on parent
company liquidity has been reduced. At December 31, 2016, 75% of Ally's total assets were within Ally Bank. This
compares to approximately 70% as of December 31, 2015. Funding sources at the parent company generally consist of
longer-term unsecured debt, asset-backed securitizations, and private committed credit facilities. In 2016, we issued
$900 million of unsecured debt and closed a $1.25 billion private unsecured committed credit facility. At December
31, 2016, we had $4.4 billion and $3.7 billion of unsecured long-term debt principal maturing in 2017 and 2018,
respectively. We plan to reduce our reliance on market-based funding and continue to replace a significant portion of
our unsecured term debt with lower cost deposit funding. This strategy may be impacted by regulatory capital
considerations including Ally Bank’s requirement to maintain a Tier 1 leverage ratio of at least 15%.

The strategies outlined above have allowed us to build and maintain a conservative liquidity position. Total available
liquidity at December 31, 2016, was $18.8 billion. Absolute levels of liquidity decreased during 2016 as a result of
liability and equity management transactions.

Credit Strategy
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Within our Automotive Finance operations, we are a full spectrum automotive finance lender with the vast majority of
our loan originations underwritten within the prime-lending markets. During 2016, our strategy for originations was to
optimize the deployment of shareholder capital by focusing on our risk-adjusted returns against available origination
opportunities resulting in a more profitable origination mix compared to prior periods. Our loan originations resulting
from our current underwriting strategy continue to impact the composition of our overall portfolio by shifting the
credit mix to reflect more used, higher loan-to-value (LTV), extended term, Growth channel, nonprime, and
nonsubvented business. Our Mortgage Finance operations primarily consist of the management of our
held-for-investment consumer mortgage finance loan portfolio, which includes bulk purchases of high-quality jumbo
and LMI mortgage loans originated by third parties. In late 2016, we also introduced limited direct mortgage
originations consisting of jumbo and conforming mortgages through a third-party fulfillment partner, LenderLive.
Under our current arrangement, conforming mortgages will be

originated as held-for-sale and sold to LenderLive, while jumbo mortgages will be originated as held-for-investment.
Servicing

will be performed by a third party and no mortgage servicing rights will be created.

During the year ended December 31, 2016, the credit performance of our portfolios reflected our diversification
through our underwriting strategy. Total nonperforming consumer automotive loans increased and reflect the broad
range of credit and product characteristics of the overall portfolio as we continue to originate loans across a more
diverse credit spectrum. Net charge-offs of our consumer automotive assets increased due to the changing
composition of our portfolio to a more profitable mix of business consistent with our underwriting strategy; higher
average charge-offs due in part to higher unpaid principal balances at the time of charge-off and lower average sales
proceeds on repossessed vehicles as compared to 2015; and the seasoning of consumer automotive accounts now
entering their
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peak loss periods. While total nonperforming commercial loans increased, they remained relatively stable as
compared to our outstanding commercial finance receivables and loans, which grew $4.6 billion since December 31,
2015. Our commercial realized net charge-offs continued to be minimal, and we have completed our fifth consecutive
year with the net charge-off rate of our commercial automotive portfolio less than or equal to one basis point.
Nonperforming loans and charge-offs of our consumer mortgage assets decreased primarily due to the continued
improvement in the macroeconomic environment, including increases in the house price index and low interest rates.
Our provision for loan losses increased to $917 million in 2016 from $707 million in 2015. The increase was
primarily due to higher net charge-offs and higher reserve requirements in our consumer automotive portfolio as a
result of our strategy to originate a more profitable mix of business.

During 2016, the U.S. economy continued to modestly expand and consumer confidence remained strong. The labor
market remained strong during the year, with nonfarm payrolls increasing and the unemployment rate falling. Our
credit portfolio will continue to be impacted by the overall economy, used vehicle and housing price levels,
unemployment levels, and their impact to our borrowers. We experienced downward pressure on used vehicle values
in 2016 and expect that to continue in 2017.

Tax Assets Protective Measures

In January 2014, the Ally Board of Directors implemented measures intended to help protect certain tax benefits
primarily associated with Ally’s net operating losses and tax credit carryovers (collectively, Tax Benefits). The
measures were intended to prevent an “ownership change” (as defined in Section 382 of the Internal Revenue Code), as
if this occurred, Ally’s use of Tax Benefits could be limited.

Such measures included an amendment to Ally’s Amended and Restated Certificate of Incorporation that restricted
certain transfers of Ally’s common stock, and a Tax Asset Protection Plan (i.e., a “poison pill”’) designed to reduce the
likelihood that Ally would experience an “ownership change” for U.S. federal income tax purposes. Both measures
expired pursuant to their terms on January 8, 2017.

Discontinued Operations

During 2013 and 2012, certain disposal groups met the criteria to be presented as discontinued operations. The
remaining activity relates to previous discontinued operations for which we continue to have wind-down, legal, and
minimal operational costs. For all periods presented, the operating results for these operations have been removed
from continuing operations. Refer to Note 3 to the Consolidated Financial Statements for more details. The MD&A
has been adjusted to exclude discontinued operations unless otherwise noted.

Primary Lines of Business

Dealer Financial Services, which includes our Automotive Finance and Insurance operations, Mortgage Finance, and
Corporate Finance are our primary lines of business. The following table summarizes the operating results excluding
discontinued operations of each line of business. Operating results for each of the lines of business are more fully
described in the MD&A sections that follow.

Year ended December 31, ($ 2016 2015 2014 Favorable/(unfavorable) Favorable/(unfavorable)
in millions) 2016-2015 % change 2015-2014 % change
Total net revenue (loss)

Dealer Financial Services

Automotive Finance $3,971 $3,664 $3,585 8 2

Insurance 1,097 1,090 1,185 1 (8)

Mortgage Finance 97 57 36 70 58

Corporate Finance 147 114 91 29 25

Corporate and Other 125 64 ) (246 ) n/m 74

Total $5,437 $4,861 $4,651 12 5

Income (loss) from
continuing operations before
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income tax expense
Dealer Financial Services
Automotive Finance
Insurance

Mortgage Finance
Corporate Finance
Corporate and Other
Total

n/m = not meaningful
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$1,380 $1,335 $1,429 3
157 211 197 (26)
34 11 12 n/m
71 50 64 42
61 ) (214 ) (456 ) 71
$1,581 $1,393 $1,246 13

(7

8
(22)

12
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Consolidated Results of Operations

The following table summarizes our consolidated operating results excluding discontinued operations for the periods
shown. Refer to the operating segment sections of the MD&A that follows for a more complete discussion of
operating results by line of business.

Year ended December 31, ($ 2016 2015 2014 Favorable/(unfavorable) Favorable/(unfavorable)

in millions) 2016-2015 % change 2015-2014 % change

Net financing revenue and
other interest income

Total financing revenue and

other interest income $8305 $8397 $8.391 (1) o

Total interest expense 2,629 2429 2,783 (8) 13
Net deprematmn expense on 1769 2249 2233 21 1)
operating lease assets

Net flpancmg revenue and 3907 3719 3375 5 10
other interest income

Other revenue

InsuFance premiums and 945 940 979 | @)
service revenue earned

Gain on 'mortgage and 1 45 7 (76) /m
automotive loans, net

f;:sts on extinguishment of 5 ) (357 ) (202 ) 99 77)
ICl)etiler gain on investments, 185 155 181 19 (14)
Other income, net of losses 394 359 311 10 15
Total other revenue 1,530 1,142 1,276 34 (11D
Total net revenue 5,437 4,861 4,651 12 5
Provision for loan losses 917 707 457 30) (55
Noninterest expense

Compensation and benefits 992 963 947 3) 2)
expense

Ins.urance losses and loss 342 793 410 a7 29
adjustment expenses

Other operating expenses 1,605 1,505 1,591 (7) 5
Total noninterest expense 2,939 2,761 2,948 (6) 6
Income from continuing

operations before income tax 1,581 1,393 1,246 13 12
expense

Income tax expense from 470 496 01 5 (55)

continuing operations
Net in‘come from continuing $1.111 $897
operations

n/m = not meaningful

2016 Compared to 2015

We earned net income from continuing operations of $1.1 billion for the year ended December 31, 2016, compared to
$897 million for the year ended December 31, 2015. The increase was primarily due to an increase in net financing

$925 24 3)
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revenue and other interest income and lower losses on the extinguishment of debt. Results for the year ended
December 31, 2016, were also favorably impacted by increases in other gain on investments and other income, and a
decrease in income tax expense. This was partially offset by a decrease in gain on mortgage and automotive loans, an
increase in the provision for loan losses primarily due to a deliberate shift to originate a more profitable loan mix, an
increase in insurance losses and loss adjustment expenses as a result of higher weather-related losses in 2016, and an
increase in other operating expenses.

Net financing revenue and other interest income increased $188 million for the year ended December 31, 2016,
compared to the year ended December 31, 2015. Net financing revenue and other interest income at our Automotive
Finance operations was favorably impacted by higher consumer financing revenue primarily due to the execution of
our continued strategic focus on expanding risk-adjusted returns and an increase in retail assets, as well as higher
commercial financing revenue primarily resulting from an increase in dealer floorplan assets. The increase was offset
by a decrease in operating lease revenue, net of depreciation, primarily resulting from substantially lower lease
remarketing gains, and the runoff of our GM lease portfolio. Net financing revenue and other interest income at our
Mortgage Finance operations was favorably impacted by increased loan balances as a result of bulk purchases of
high-quality jumbo and LMI mortgage loans. Net financing revenue and other interest income at our Corporate
Finance operations was favorably impacted by asset growth across all business segments in line with our growth
strategy. Total interest expense increased 8% for the year ended December 31, 2016, compared to 2015. Interest on
deposits increased $112 million for the year ended December 31, 2016, compared to 2015, due to continued deposit
growth. Interest on debt increased $88 million for the year ended December 31, 2016, compared to 2015. The increase
was primarily the result of increased LIBOR rates and nonrecurring favorable debt hedging activity in 2015. The
increases in interest expense for the year ended December 31, 2016, were partially offset by the repayment of
higher-cost legacy debt.
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Gain on mortgage and automotive loans decreased $34 million for the year ended December 31, 2016, compared to
the year ended December 31, 2015. The change was primarily due to nonrecurring sales of legacy TDR mortgage
loans in 2015.

Loss on extinguishment of debt decreased $352 million for the year ended December 31, 2016, compared to the year
ended December 31, 2015. The decrease was primarily due to the execution of tender offers for legacy, high-cost debt
in 2015.

Other gain on investments was $185 million for the year ended December 31, 2016, compared to $155 million for the
year ended December 31, 2015. The increase was due primarily to an increase in sales of securities compared to the
same periods in 2015.

Other income increased $35 million for the year ended December 31, 2016, compared to 2015, primarily due to an
increase in servicing fee income at our Automotive Finance operations resulting from higher levels of off-balance
sheet retail serviced assets.

The provision for loan losses was $917 million for the year ended December 31, 2016, compared to $707 million for
the year ended December 31, 2015. The increase in provision for loan losses was primarily due to higher net
charge-offs and higher reserve requirements in our consumer automotive portfolio as a result of our strategy to
originate a more profitable mix of business, and reserve releases within the commercial automotive portfolio in the
prior year due to strong portfolio performance in 2015. This was partially offset by lower reserve requirements within
our Mortgage Finance operations and lower loan growth in our consumer automotive portfolio. Refer to the Risk
Management section of this MD&A for further discussion.

Insurance losses and loss adjustment expenses increased $49 million for the year ended December 31, 2016, compared
to the year ended December 31, 2015. The increases were primarily due to severe hailstorms, which drove higher
weather-related losses.

Other operating expenses increased $100 million for the year ended December 31, 2016, compared to the year ended
December 31, 2015. The increase was primarily due to increased expenses from the integration of TradeKing, which
was acquired on June 1, 2016, higher FDIC deposit fees, and an increase in automotive collection and repossession
expenses.

We recognized total income tax expense from continuing operations of $470 million for the year ended December 31,
2016, compared to $496 million for the year ended December 31, 2015. The decrease in income tax expense for the
year ended December 31, 2016, was driven primarily by a tax benefit that resulted from a U.S. tax reserve release
related to a prior year federal return that was settled in 2016 and reduced our liability for unrecognized tax benefits.
This tax benefit was partially offset by increases in tax expense attributable to higher pretax earnings and the
establishment of a valuation allowance against our capital loss carryforwards. The U.S. tax reserve release and
establishment of a valuation allowance caused significant differences in the usual relationship of income tax expense
to pretax earnings.

2015 Compared to 2014

We earned net income from continuing operations of $897 million for the year ended December 31, 2015, compared
to $925 million for the year ended December 31, 2014. The decline is attributable to increases in the provision for
loan losses, income tax expense from continuing operations, and loss on extinguishment of debt. These unfavorable
impacts were partially offset by lower funding costs and a decline in insurance losses and loss adjustment expenses.
Total interest expense decreased 13% for the year ended December 31, 2015, compared to the year ended

December 31, 2014, primarily due to lower funding costs as a result of continued deposit growth, the maturity and
repayment of higher-cost legacy debt, and a decrease in original issue discount (OID) amortization expense.

Net gain on mortgage and automotive loans increased $38 million, primarily due to the sale of troubled debt
restructuring (TDR) loans from our legacy mortgage portfolio during the year ended December 31, 2015.

We incurred a loss on extinguishment of debt of $357 million for the year ended December 31, 2015, compared to
$202 million for the year ended December 31, 2014. The increase was due primarily to the execution of tender offers
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for legacy, high-cost debt during the first half of 2015.

Other gain on investments, net, was $155 million for the year ended December 31, 2015, compared to $181 million
for the year ended December 31, 2014. The decrease was primarily driven by unfavorable market conditions, resulting
in decreased gains on the sales of investments.

Other income, net of losses, increased 15% for the year ended December 31, 2015, compared to 2014. The increase
was primarily due to an increase in income from certain equity method investments.

The provision for loan losses was $707 million for the year ended December 31, 2015, compared to $457 million

in 2014. The increase in provision for loan losses is the result of the growth in our consumer retail automotive loan
portfolio, as our automotive originations have shifted to an increase in loans offsetting a significant reduction in leases
which are not included in the allowance, and the continued execution of our underwriting strategy to originate
automotive loans across a broad risk spectrum. Credit performance has been in line with expectations for the portfolio.
Also contributing to the increase in the provision was growth in our consumer mortgage loan portfolio, as a result of
bulk mortgage purchases during 2015, as well as lower reserve releases on mortgage assets, compared to 2014. The
increase was partially offset by the continued strong performance of our commercial loan portfolio.
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Total noninterest expense decreased 6% for the year ended December 31, 2015, compared to 2014. The decrease was
primarily due to both lower wholesale weather-related losses and lower loss experience of VSC products at our
Insurance operations, as well as various continued expense reduction actions across various lines of business.

We recognized consolidated income tax expense from continuing operations of $496 million for the year ended
December 31, 2015, compared to $321 million in 2014. The increase in income tax expense for the year ended
December 31, 2015, was primarily driven by tax expense attributable to higher pretax earnings for the year, a
nonrecurring tax benefit in 2014 related to the reduction in the liability for unrecognized tax benefits as a result of the
completion of the U.S. federal audit related to our 2009 through 2011 tax years, and a nonrecurring tax benefit in 2014
for the reinstatement of the active financing exception included in the Tax Increase Prevention Act of 2014.
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Dealer Financial Services

Results for Dealer Financial Services are presented by reportable segment, which includes our Automotive Finance
and Insurance operations.

Automotive Finance

Results of Operations

The following table summarizes the operating results of our Automotive Finance operations. The amounts presented
are before the elimination of balances and transactions with our other reportable segments.

Year ended December 2016 2015 2014 Favorable/(unfavorable) Favorable/(unfavorable)
31, ($ in millions) 2016-2015 % change 2015-2014 % change
Net financing revenue

and other interest income

Consumer $3,587 $3,230 $3,046 11 6
Commercial 1,068 939 1,024 14 )
Loans held-for-sale — 34 — (100) n/m
Operating leases 2,711 3,398 3,558 (20) 4
Other interest income 11 8 10 38 (20)
Total finapcing revenue 7377 7.609 7.638 3) .
and other interest income

Interest expense 1,943 1,931 2,084 (D 7
Net depre‘ciation expense 1,769 2,249 2233 71 1)
on operating lease assets

Netfinancing revenue 5 cos 3 459 3371 7 3
and other interest income

Other revenue

Gain (loss) on 17 (23 ) 10 174 n/m
automotive loans, net

Other income 289 258 254 12 2
Total other revenue 306 235 264 30 (11D
Total net revenue 3,971 3,664 3,585 8 2
Provision for loan losses 924 696 542 (33) (28)
Noninterest expense

Compensatlon and 481 439 454 ) )
benefits expense

Other operating expenses 1,186 1,144 1,160 4 1
Total noninterest 1.667 1,633 1,614 2) 1)
expense

Income from continuing

operations before income $1,380  $1,335 $1,429 3 @)
tax expense

Total assets $116,347 $115,636 $113,188 1 2

n/m = not meaningful
Components of net operating lease revenue, included in amounts above, were as follows.

Year ended December 31, 2016 2015 2014 Favorable/(unfavorable) Favorable/(unfavorable)
($ in millions) 2016-2015 % change 2015-2014 % change
Net operating lease

revenue
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Operating lease revenue ~ $2,711  $3,398  $3,558  (20) 4)
Depreciation expense
Depreciation expense on
operating lease assets

(excluding remarketing 1,982 2,600 2,666 24 2
gains)

Remarketing gains (213 ) (351 ) (433 ) (39) (19)
Net depr§01at10n expense 1,769 2,249 2233 71 1
on operating lease assets

Total net operating lease $942 $1.149 $1325 (I8) (13)
revenue

Investment in operating $11470 $16271 $19510 (30) a7
leases, net
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2016 Compared to 2015

Our Automotive Finance operations earned income from continuing operations before income tax expense of $1.4
billion for the year ended December 31, 2016, compared to $1.3 billion for the year ended December 31, 2015.
Results for the year ended December 31, 2016, were favorably impacted by higher consumer financing revenue
primarily due to the execution of our continued strategic focus on expanding risk-adjusted returns and an increase in
retail assets, as well as higher commercial financing revenue primarily resulting from an increase in dealer floorplan
assets. The increase for the year ended December 31, 2016, was partially offset by an increase in provision for loan
losses primarily due to higher net charge-offs and higher overall reserve requirements both due to the changing
composition of our portfolio to a more profitable mix of business consistent with our underwriting strategy. In
addition, the increase was partially offset by a decrease in net operating lease revenue primarily resulting from lower
gains per unit and the runoff of our GM lease portfolio.

Consumer financing revenue increased $357 million for the year ended December 31, 2016, compared to 2015. The
increase was primarily due to improved portfolio yields as a result of the execution of our continued strategic focus on
expanding risk-adjusted returns and higher average retail asset levels in 2016 as compared to 2015 due in particular to
very strong loan originations in 2015.

Commercial financing revenue increased $129 million for the year ended December 31, 2016, compared to 2015. The
increase was primarily due to an increase in floorplan assets resulting from growing dealer vehicle inventories and
higher average vehicle prices. The increase was also due to higher benchmark rates and an increase in non-floorplan
dealer loan balances.

Total net operating lease revenue decreased 18% for the year ended December 31, 2016, compared to 2015. The
decrease was primarily driven by substantially lower lease remarketing gains resulting from lower gains per unit,
partially offset by an increase in termination volume. The decrease was also due to lower net operating lease revenue
as a result of GM portfolio runoff outpacing new lease originations. We recognized remarketing gains of $213 million
for the year ended December 31, 2016, compared to $351 million in 2015.

Other income increased 12% for the year ended December 31, 2016, compared to 2015, primarily due to an increase
in servicing fee income resulting from higher levels of off-balance sheet retail serviced assets.

The provision for loan losses was $924 million for the year ended December 31, 2016, compared to $696 million in
2015. The increase was primarily due to higher net charge-offs and higher overall reserve requirements both due to the
changing composition of our portfolio to a more profitable mix of business consistent with our underwriting strategy
and reserve releases within the commercial automotive portfolio in the year ended December 31, 2015, due to strong
portfolio performance in 2015. This was partially offset by lower loan growth in our consumer automotive portfolio.
Refer to the Risk Management section of this MD&A for further discussion.

2015 Compared to 2014

Our Automotive Finance operations earned income from continuing operations before income tax expense of $1.3
billion for the year ended December 31, 2015, compared to $1.4 billion for the year ended December 31, 2014.
Results for the year ended December 31, 2015, were unfavorably impacted by lower net operating lease revenue
primarily due to a decrease in lease origination volume resulting from GM's decision to provide subvention programs
for their products exclusively through a wholly-owned subsidiary, an increase in provision for loan losses primarily
due to continued growth in the consumer portfolio, and a decrease in commercial financing revenue resulting from a
continued competitive wholesale marketplace. The unfavorable impacts in our Automotive Finance operations were
partially offset by an increase in consumer financing revenue resulting from continued loan origination growth and a
decrease in interest expense resulting from continued lower funding costs.

Consumer financing revenue (combined with interest income on consumer loans held-for-sale) increased $218 million
for the year ended December 31, 2015, compared to 2014, primarily due to continued loan origination growth across
the retail channels. Chrysler and Growth consumer originations increased 41% and 53%, respectively, for the year
ended December 31, 2015, compared to 2014. GM new standard rate consumer origination volume increased 34% for

70



Edgar Filing: Ally Financial Inc. - Form 10-K

the year ended December 31, 2015, compared to 2014.

Commercial financing revenue decreased $85 million for the year ended December 31, 2015, compared to 2014,
primarily due to lower yields as a result of a continued competitive wholesale marketplace.

Total net operating lease revenue decreased 13% for the year ended December 31, 2015, compared to 2014. The
decrease was primarily due to a decrease in lease origination volume resulting from GM’s decision to provide
subvention programs for their products exclusively through a wholly-owned subsidiary. Results for the year ended
December 31, 2015, were also unfavorably impacted by lower lease termination volume and a decrease in remarketing
gains due to lower gains on a per-unit basis. We recognized remarketing gains of $351 million for the year ended
December 31, 2015, compared to $433 million in 2014. For further details on our lease business, refer to the section
titled Lease Residual Risk Management within this MD&A.

Interest expense decreased $153 million for the year ended December 31, 2015, respectively, compared to 2014,
primarily due to continued lower funding costs as a result of an increase in deposits and company-wide liability
management actions that have included the repayment of higher-cost debt.

The provision for loan losses increased $154 million for the year ended December 31, 2015, compared to in 2014. The
increase is primarily the result of the growth in our consumer retail automotive loan portfolio, as our automotive
originations have shifted to an increase in loans offsetting a significant reduction in leases which are not included in
the allowance for loan losses, and the continued execution of our underwriting strategy to originate automotive loans
across a broad risk spectrum, with credit performance in line with expectations for the
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portfolio. The increase for the year ended December 31, 2015, was partially offset by the continued strong
performance of our commercial loan portfolio.
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Automotive Financing Volume

Our Automotive Finance operations provide automotive financing services to consumers and automotive dealers. For
consumers, we provide retail financing and leasing for new and used vehicles, and through our commercial
automotive financing operations, we fund dealer purchases of new and used vehicles through wholesale floorplan
financing and provide dealer term loans and automotive fleet financing. In 2016 we expanded operations to include
our direct-to-consumer lending option.

Acquisition and Underwriting

Our underwriting process is focused on multidimensional risk factors and data driven risk-adjusted probabilities that
are continuously monitored and routinely updated. Each application is placed into an analytical category based on
specific aspects of the applicant’s credit profile and loan structure. We then evaluate the application by applying a
proprietary credit scoring algorithm tailored to its applicable category. Inputs into this algorithm include, but are not
limited to, FICO® Score, proprietary scores, and deal structure variables such as loan-to-value, new or used vehicle
collateral, and term of financing. The output of the algorithm is used to sort applications into various credit tiers (S, A,
B, C, D, and E). Credit tiers are used primarily to communicate to the dealer that submitted the application our
preliminary indication of credit quality and pricing. This process is built on long established credit risk fundamentals
to determine both the borrower’s ability and willingness to repay the loan. While advances in excess of 100% of the
vehicle collateral value at loan origination, notwithstanding cash down and/or vehicle trade in value, are very typical
in the industry (primarily due to additional costs such as mechanical warranty contracts, taxes, license, and title fees),
our pricing, risk, and underwriting processes are rooted in statistical analysis to manage this risk.

In addition to our empirical approach of assessing risk, a majority of our applications are manually evaluated by an
experienced team of dedicated underwriters prior to the decision to underwrite the loan. We have developed an
automated process to expedite the review of applications with various combinations of credit factors that we have
observed over time to substantially outperform or underperform in terms of net credit losses. As a result, there are
many clusters of credit factors that will lead to an automated decision, rather than a small set of benchmark
characteristics. Automated approvals are primarily limited to the highest quality credit tiers. For higher risk
transactions, underwriters often verify details of the application such as borrower income and employment through
documentation provided by the borrower or alternative data sources from third parties.

Credit underwriters have a limited ability to approve exceptions to the guidelines contained in our underwriting
criteria. Exceptions to our credit policies must be approved by credit underwriters with appropriate credit authority.
Approved applicants that do not comply with our credit guidelines must have strong compensating factors that
indicate a high willingness and ability of the applicant to repay the loan. For example, underwriting exceptions may
include allowing a longer term or a greater ratio of payment-to-income, debt-to-income, or loan-to-value. We monitor
exceptions to our underwriting criteria with the goal of limiting exceptions to a small portion of approved applications
and rarely permit more than a single exception for any contract to avoid layered risk.

Consumer Automotive Financing

We provide two basic types of financing for new and used vehicles: retail installment sale contracts (retail contracts)
and lease contracts. In most cases, we purchase retail contracts and leases for new and used vehicles from dealers
when the vehicles are purchased or leased by consumers. Our consumer automotive financing operations generate
revenue through finance charges or lease payments and fees paid by customers on the retail contracts and leases. In
connection with lease contracts, we may also recognize a gain or loss on the remarketing of the vehicle at the end of
the lease.

The amount we pay a dealer for a retail contract is based on the negotiated purchase price of the vehicle and any other
products, such as service contracts, less any vehicle trade-in value, any down payment from the consumer, and any
available automotive manufacturer incentives. Under the retail contract, the consumer is obligated to make payments
in an amount equal to the purchase price of the vehicle (less any trade-in or down payment) plus finance charges at a
rate negotiated between the consumer and the dealer. In addition, the consumer is also responsible for charges related
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to past-due payments. When we purchase the contract, it is normal business practice for the dealer to retain some
portion of the finance charge as income for the dealership. Our agreements with dealers place a limit on the amount of
the finance charges they are entitled to retain. Although we do not own the vehicles we finance through retail
contracts, we hold a perfected security interest in those vehicles.

With respect to consumer leasing, we purchase leases (and the associated vehicles) from dealerships. The purchase
price of consumer leases is based on the negotiated price for the vehicle less any vehicle trade-in, any down payment
from the consumer, and any available automotive manufacturer incentives. Under the lease, the consumer is obligated
to make payments in amounts equal to the amount by which the negotiated purchase price of the vehicle (less any
trade-in value or down payment) exceeds the contract residual value (including residual support) of the vehicle at
lease termination, plus lease charges. The consumer is also generally responsible for charges related to past due
payments, excess mileage, excessive wear and tear, and certain disposal fees where applicable. At contract inception,
we determine pricing based on the projected residual value of the lease vehicle. This evaluation is primarily based on
a proprietary model, which includes variables such as age, expected mileage, seasonality, segment factors, vehicle
type, economic indicators, production cycle, automotive manufacturer incentives, and shifts in used vehicle supply.
This internally-generated data is compared against third-party, independent data for reasonableness.

Periodically, we revise the projected value of the leased vehicle at termination based on current market conditions and
adjust depreciation expense appropriately over the remaining life of the contract. At termination, our actual sales
proceeds from remarketing the vehicle may be higher or lower than the estimated residual value resulting in a gain or
loss on remarketing recorded through depreciation expense.
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Our standard leasing plan, SmartLease, requires a monthly payment by the consumer. We also offer an alternative
leasing plan, SmartLease Plus, that requires one up-front payment of all lease amounts at the time the consumer takes
possession of the vehicle.

Consumer leases are operating leases; therefore, credit losses on the operating lease portfolio are not as significant as
losses on retail contracts because lease credit losses are primarily limited to past due payments and assessed fees.
Since some of these fees are not assessed until the vehicle is returned, these losses on the lease portfolio are correlated
with lease termination volume. Operating lease accounts over 30 days past due represented 1.33% and 1.00% of the
portfolio at December 31, 2016, and 2015, respectively.

With respect to all financed vehicles, whether subject to a retail contract or a lease contract, we require that property
damage insurance be obtained by the consumer. In addition, for lease contracts, we require that bodily injury,
collision, and comprehensive insurance be obtained by the consumer.

During the year ended December 31, 2016, the credit performance of the consumer automotive portfolio reflected our
underwriting strategy to originate consumer automotive assets across a broad risk spectrum, including used, higher
LTV, extended term, Growth channel, nonprime, and nonsubvented finance receivables and loans.

For the year ended December 31, 2016, the average buy rate for retail originations increased 51 basis points relative to
the year ended December 31, 2015, and 86 basis points relative to the year ended December 31, 2014. We set our buy
rates using a granular, risk-based methodology factoring in several variables such as interest costs, projected net
average annualized loss rates (NAALR) at the time of origination, anticipated operating costs, and targeted return on
equity. The increase in our average buy rate was primarily the result of a strategy to increase our targeted return on
equity and more focused deployment of shareholder capital. The NAALR increased 9 basis points relative to 2015 and
20 basis points relative to 2014. NAALR is a point-in-time estimate of expected losses which, noted above, is a key
input to our risk-based pricing methodology. Various factors including consumer payment behavior, used vehicle
prices, changes in portfolio composition including prepayments, and asset sales will cause actual loss experience to
differ from the origination NAALR. While overall profitability has improved as a result of higher portfolio yields on
recent vintages, we have seen some performance deteriorate in the lower credit tiers of the portfolio versus
expectations. Actual loss performance can and does vary when segmented at more granular levels, and modifications
are frequently made to how we estimate NAALR as we change our view of expected performance at the portfolio and
segmented levels. The carrying value of our nonprime consumer automotive loans before allowance for loan losses
was $9.1 billion, or approximately 13.8% of our total consumer automotive loans, at December 31, 2016, as compared
to $9.0 billion, or approximately 14.0% of our total consumer automotive loans, at December 31, 2015.

The following tables present retail originations by credit tier.

Volume Average
Credit Tier (a) ($in % Share of volume
e FICO®
billions)
Year ended December 31, 2016
S $ 106 32 760
A 13.6 42 669
B 6.8 21 642
C 1.6 5 608
Total retail originations $32.6 100 688
Year ended December 31, 2015
S $ 127 35 753
A 13.8 38 670
B 7.2 20 636
C 2.4 6 600
D 0.2 1 571
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Total retail originations $ 363 100 687

Year ended December 31, 2014

S $9.7 33 777

A 11.0 37 688

B 6.1 21 647

C 24 8 611

D 0.4 1 575

Total retail originations $29.6 100 700
Represents Ally's internal credit score, incorporating numerous borrower and structure attributes including: FICO®

@ Score; severity and aging of delinquency; number of credit inquiries; loan-to-value ratio; and payment-to-income
ratio. We originated an insignificant amount of retail loans classified as Tier D during the year ended December 31,
2016, and Tier E during the years ended December 31, 2016, 2015, and 2014.
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Our strategy to increase our targeted return on equity resulted in a shift in 2016 origination mix which decreased Tiers
S, C, and D, and increased Tiers A and B. Retail originations in Tiers A and B combined for 63% of originations
compared to 58% in 2015 and 2014.

The following table presents the percentage of total outstanding retail assets by origination year.

Year ended December 31, 2016 2015 2014

Pre-2012 1 %4 %12 %
2012 3 9 18
2013 7 14 27
2014 13 24 43
2015 31 49 —
2016 45 —_  —
Total 100% 100% 100%

The 2016 and 2015 vintages comprise a higher percentage of the overall retail portfolio and have higher average buy
rates and expected losses than older vintages. The increases in average buy rate and expected loss were due to the
execution of our targeted underwriting strategy to originate consumer automotive assets across a broad risk spectrum,
and our continued strategic focus on expanding risk-adjusted returns.

The following tables present the total retail and lease origination dollars and percentage mix by product type and by
channel.

Consumer automotive % Share of

financing originations Ally originations
Year ended December 31, ($ in millions) 2016 2015 2014 2016 2015 2014
New retail standard $16,993 $19,220 $13913 47 47 34
Used retail 15,259 14,842 11,714 42 36 28
Lease 3,385 4,702 11,332 10 11 28
New retail subvented 367 2,244 3992 1 6 10

Total consumer automotive financing originations (a) (b) $36,004 $41,008 $40,951 100 100 100
Includes CSG originations of $3.6 billion, $3.8 billion, and $3.8 billion for the years ended December 31, 2016,
(a)2015, and 2014, respectively, and RV originations of $504 million, $514 million, and $461 million for years ended
December 31, 2016, 2015, and 2014, respectively.
On September 16, 2015, we entered into agreements with Mitsubishi Motors Credit of America, Inc. (MMCA)
(b)affiliates providing us the beneficial interest in MMCA’s consumer loan and lease portfolio, which included $0.6
billion of retail and lease contracts in 2015. These assets have been excluded from the amounts presented.

Consumer automotive % Share of

financing originations Ally originations
Year ended December 31, ($ in millions) 2016 2015 2014 2016 2015 2014
Growth (a) $13,082 $12,748 $8,323 36 31 20
GM 12,960 18,666 25,847 36 46 63
Chrysler 9,962 9594 6,781 28 23 17

Total consumer automotive financing originations (b) $36,004 $41,008 $40,951 100 100 100

(a)Includes Carvana purchased originations of $21 million for the year ended December 31, 2016.

(b)Excludes consumer loans and leases purchased from MMCA of $0.6 billion in 2015.

During the year ended December 31, 2016, total consumer originations decreased $5.0 billion compared to 2015. The
expected decrease was due to lower volume from the GM channel and the execution of our continued strategic focus
on expanding risk-adjusted returns over volume levels. The decrease in GM volume during the year ended

December 31, 2016, was partially offset by higher volume in the Growth and Chrysler channels. Total consumer
originations have decreased for all products excluding used retail, which increased 3% in 2016, compared to 2015.
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Below we have included origination metrics by loan term, and FICO® Score. However, the proprietary way we
evaluate risk is based on multiple inputs as described in the Acquisition and Underwriting section above.

The following table presents the percentage of total retail originations, in dollars, by the loan term in months.
Year ended December 31, 2016 2015 2014

0-71 18 % 21 % 26 %
72-75 67 68 72

76 + 15 11 2
Total retail originations (a) 100% 100% 100 %
(a)Excludes RV loans.

As we continue the execution of our targeted underwriting strategy to originate consumer automotive assets across a
broad risk spectrum, retail originations with a term of 76 months or more represented 15% of total retail originations
for the year ended December 31, 2016, compared to 11% for 2015. Substantially all of the loans originated with a
term of 76 months or more during the year ended December 31, 2016, and 2015, were considered to be prime and in
credit tiers S, A, or B. We define prime retail automotive loans primarily as those loans with a FICO® Score (or an
equivalent score) at origination of 620 or greater.

The following table presents the percentage of total retail and lease originations, in dollars, by FICO® Score.

Year ended December 31, 2016 2015 2014
740 + 24 % 26 % 35 %
739-660 36 34 34
659-620 24 22 17
619-540 10 12 8
<540 1 1 1
Unscored (a) 5 5 5

Total consumer automotive financing originations 100% 100% 100%

(a) Unscored are primarily CSG contracts with entities that have no FICO® Score.

Originations with a FICO® Score of less than 620 (considered nonprime) represented 11% and 13% of total consumer
originations for the years ended December 31, 2016, and 2015, respectively. Consumer loans and leases with FICO®
Scores of less than 540 continued to comprise only 1% of total originations for the year ended December 31, 2016.
Most nonprime applications that are not automatically declined by our proprietary credit-scoring models for risk
reasons are manually reviewed and decisioned by an experienced underwriting team. The nonprime portfolio is
subject to more stringent underwriting criteria for certain loan attributes (e.g., payment-to-income, mileage, and
maximum amount financed) and generally does not include any 76+ month term loans. For discussion of our credit
risk management practices and performance, refer to the section titled Risk Management within this MD&A.
Manufacturer Marketing Incentives

Automotive manufacturers may elect to sponsor incentive programs (on both retail contracts and leases) by supporting
finance rates below the standard market rates at which we purchase retail contracts. These marketing incentives are
also referred to as rate support or subvention. When automotive manufacturers utilize these marketing incentives, we
are compensated at contract inception for the present value of the difference between the customer rate and our
standard rates. For retail loans, we defer and recognize this amount as a yield adjustment over the life of the contract.
For lease contracts, this payment reduces our cost basis in the underlying lease asset.

Under what we refer to as pull-ahead programs, consumers may be encouraged by the manufacturer to terminate
leases early in conjunction with the acquisition of a new vehicle. As part of these programs, we waive all or a portion
of the customer's remaining payment obligation. Under most programs, the automotive manufacturer compensates us
for a portion of the foregone revenue from the waived payments that are offset partially to the extent that our
remarketing sales proceeds are higher than otherwise would be realized if the vehicle had been remarketed at lease
contract maturity.
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Servicing

We have historically serviced all retail contracts and leases we originated. However, our recent expansion into
direct-to-consumer lending has resulted in the employment of third-party servicers for a small portion of the portfolio.
On occasion, we have sold a portion of the retail contracts we originated through whole-loan sales and securitizations,
but retained the right to service and earn a servicing fee for our servicing functions.

Servicing activities consist largely of collecting and processing customer payments, responding to customer inquiries
such as requests for payoff quotes, processing customer requests for account revisions (payment extensions and
rewrites), maintaining a perfected security interest in the financed vehicle, monitoring certain vehicle insurance
coverages, and disposing of off-lease vehicles. Servicing activities are generally consistent for our Automotive
Finance operations; however, certain practices may be influenced by local laws and regulations.
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Our customers have the option to receive monthly billing statements and remit payment by mail or through electronic
fund transfers, or to establish online web-based account administration through the Ally Account Center. Customer
payments are processed by regional third-party processing centers that electronically transfer payment information to
customers' accounts.

Collections activity includes initiating contact with customers who fail to comply with the terms of the retail contract
or lease agreement by sending reminder notices and/or contacting via telephone generally when an account becomes 3
to 15 days past due. The type of collection treatment and level of intensity increases as the account becomes more
delinquent. The nature and timing of these activities depend on the repayment risk of the account.

During the collection process, we may offer a payment extension to a customer experiencing temporary financial
difficulty. A payment extension enables the customer to delay monthly payments for 30, 60, or 90 days, thereby
deferring the maturity date of the contract by the length of extension. Extensions granted to a customer typically do
not exceed 90 days in the aggregate during any 12-month period or 180 days in aggregate over the life of the contract.
During the deferral period, we continue to accrue and collect finance charges on the contract as part of the deferral
agreement. If the customer's financial difficulty is not temporary and management believes the customer could
continue to make payments at a lower payment amount, we may offer to rewrite the remaining obligation, extending
the term and lowering the monthly payment obligation. In those cases, the principal balance generally remains
unchanged while the interest rate charged to the customer generally increases. The use of extensions and rewrites help
mitigate financial loss in those cases where management believes the customer will recover from short-term financial
difficulty and resume regularly scheduled payments or can fulfill the obligation with lower payments over a longer
period. Before offering an extension or rewrite, collection personnel evaluate and take into account the capacity of the
customer to meet the revised payment terms. Generally, we do not consider extensions that fall within our policy
guidelines to represent more than an insignificant delay in payment and, therefore, they are not considered TDRs.
Although the granting of an extension could delay the eventual charge-off of an account, typically we are able to
repossess and sell the related collateral, thereby mitigating the loss. At December 31, 2016, 9.4% of the total amount
outstanding in the servicing portfolio had been granted an extension or was rewritten compared to 7.4% at December
31, 2015.

Subject to legal considerations, we normally begin repossession activity once an account becomes greater than 70
days past due. Repossession may occur earlier if management determines the customer is unwilling to pay, the vehicle
is in danger of being damaged or hidden, or the customer voluntarily surrenders the vehicle. Approved third-party
repossession vendors handle the repossession activity. After repossession, the customer is given a period of time to
redeem or reinstate the vehicle by paying off the account or bringing the account current, respectively. If the vehicle is
not redeemed or reinstated, it is sold at auction. If the proceeds do not cover the unpaid balance, including unpaid
earned finance charges and allowable expenses, the resulting deficiency is charged off. Asset recovery centers pursue
collections on accounts that have been charged off, including those accounts where the vehicle was repossessed, and
skip accounts where the vehicle cannot be located.

At December 31, 2016, and 2015, our total consumer automotive serviced portfolio was $82.6 billion and $84.8
billion, respectively, compared to our consumer automotive on-balance sheet serviced portfolio of $77.0 billion and
$80.0 billion. Refer to Note 12 to the Consolidated Financial Statements for further information regarding servicing
activities.

Remarketing and Sales of Leased Vehicles

When we acquire a consumer lease, we assume ownership of the vehicle from the dealer. Neither the consumer nor
the dealer is responsible for the value of the vehicle at the time of lease termination. When vehicles are not purchased
by customers or the receiving dealer at scheduled lease termination, the vehicle is returned to us for remarketing. We
generally bear the risk of loss to the extent the value of a leased vehicle upon remarketing is below the expected
residual value. Our ability to efficiently process and effectively market off-lease vehicles affects the disposal costs and
the proceeds realized from vehicle sales. Our methods of vehicle sales at lease termination primarily include the
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following:

Sale to dealer — After the lessee declines an option to purchase the off-lease vehicle, the dealer who accepts the
returned off-lease vehicle has the opportunity to purchase the vehicle directly from us at a price we define.

Internet auctions — Once the lessee and dealer decline their options to purchase, we offer off-lease vehicles to dealers
and certain other third parties through our proprietary internet site (SmartAuction). This internet sales program seeks
to maximize the net sales proceeds from off-lease vehicles by reducing the time between vehicle return and ultimate
disposition, reducing holding costs, and broadening the number of prospective buyers. We use the internet auction
ourselves, and also maintain the internet auction site and administer the auction process for third-party use. We earn a
service fee for every third-party vehicle sold through SmartAuction. In 2016, approximately 364,000 vehicles were
sold through the internet site.

Physical auctions — We dispose of our off-lease vehicles not purchased at termination by the lease consumer or dealer
or sold on an internet auction through traditional third-party, physical auctions. We are responsible for handling
decisions at the auction including arranging for inspections, authorizing repairs and reconditioning, and determining
whether bids received at auction should be accepted.

We employ an internal team, including statisticians, to manage our analysis of projected used vehicle values and
residual risk. This team aids in the pricing of new leases, managing the disposal process including vehicle
concentration risk, geographic optimization of vehicles to maximize gains, disposal platform (internet vs physical),
and evaluating our residual risk on a real time basis. This team tracks mar

44

82



Edgar Filing: Ally Financial Inc. - Form 10-K

Table of Contents
Management's Discussion and Analysis
Ally Financial Inc. * Form 10-K

ket movements of used vehicles using data down to the VIN level including trim and options, vehicle age, mileage,
and seasonality factors that we feel are more relevant than other published indices (Manheim, NADA, etc.) as we
analyze data at the vehicle level using characteristics that drive the most impactful area of the used vehicle market;
vehicles up to four years old. This analysis also includes vehicles sold on Ally's SmartAuction platform, but also sales
at Manheim, ADESA, and over 200 independent physical auction sites. We believe this analysis gives us a
competitive advantage over our peers.
Commercial Automotive Financing
Automotive Wholesale Dealer Financing
One of the most important aspects of our dealer relationships is supporting the sale of vehicles through wholesale
floorplan financing. We primarily support automotive finance purchases by dealers of new and used vehicles
manufactured or distributed before sale or lease to the retail customer. Wholesale floorplan automotive financing,
including syndicated loan arrangements, represents the largest portion of our commercial financing business and is the
primary source of funding for dealers' purchases of new and used vehicles.
Wholesale credit is arranged through lines of credit extended to individual dealers. Wholesale floorplan loans are
secured by the vehicles financed (and all other vehicle inventory), which provide strong collateral protection in the
event of dealership default. Additional collateral (e.g., blanket lien over all dealership assets) and/or other credit
enhancements (e.g., personal guarantees from dealership owners) are oftentimes obtained to further mitigate credit
risk. Furthermore, we benefit from automotive manufacturer repurchase arrangements, which serve as an additional
layer of protection in the event of repossession of dealership inventory and/or dealership franchise termination. The
amount we advance to dealers is equal to 100% of the wholesale invoice price of new vehicles, which includes
destination and other miscellaneous charges, and a price rebate, known as a holdback, from the manufacturer to the
dealer in varying amounts stated as a percentage of the invoice price. Interest on wholesale automotive financing is
generally payable monthly. The majority of wholesale automotive financing is structured to yield interest at a floating
rate indexed to London interbank offer rate (LIBOR) or the Prime Rate. The rate for a particular dealer is based on,
among other things, competitive factors, the size of the account, and the dealer’s creditworthiness. Additionally, we
make incentive payments to certain commercial automotive wholesale borrowers under our Ally Dealer Rewards
Program and account for these payments as a reduction to interest income in the period they are earned.
Under the terms of the credit agreement with the dealer, we may demand payment of interest and principal on
wholesale credit lines at any time. However, unless we terminate the credit line or the dealer defaults or the risk and
exposure warrant, we generally require payment of the principal amount financed for a vehicle upon its sale or lease
by the dealer to the customer.
Commercial Wholesale Financing Volume
The following table summarizes the average balances of our commercial wholesale floorplan finance receivables of
new and used vehicles.

Average balance

Year ended December 31, ($ in millions) 2016 2015 2014
GM new vehicles $15,492 $15,050 $16,736
Chrysler new vehicles 9,097 8,356 7,658
Growth new vehicles 4,182 3,580 3,039
Used vehicles 3,935 3478 3,129

Total commercial wholesale finance receivables $32,706 $30,464 $30,562

Commercial wholesale financing average volume increased $2.2 billion during the year ended December 31, 2016,
compared to 2015, primarily due to higher floorplan assets and an increase in trucks and sport utility vehicles which
have higher average prices than cars. The increase in floorplan assets is primarily driven by higher average vehicle
prices.

Other Commercial Automotive Financing
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We also provide other forms of commercial financing for the automotive industry including automotive dealer term
loans and automotive fleet financing. Automotive dealer term loans are loans that we make to dealers to finance other
aspects of the dealership business, including acquisitions. These loans are usually secured by real estate and/or other
dealership assets, and are typically personally guaranteed by the individual owners of the dealership. Automotive
dealer loans, inclusive of our commercial lease portfolio, increased $0.6 billion to an average of $5.2 billion for the
year ended December 31, 2016, compared to an average of $4.6 billion in 2015. Automotive fleet financing credit
lines may be obtained by dealers, their affiliates, and other independent companies that are used to purchase vehicles,
which they lease or rent to others. In 2016, we began offering collateralized financing to mid-market companies,
corporations, and municipalities for the acquisition of transportation assets including tractors and trailers, among other
things.

Servicing and Monitoring

We service all of the wholesale credit lines in our portfolio and the wholesale automotive finance receivables that we
have securitized. A statement setting forth billing and account information is distributed on a monthly basis to each
dealer. Interest and other nonprincipal charges are billed in arrears and are required to be paid immediately upon
receipt of the monthly billing statement. Generally, dealers remit payments to us through ACH transactions initiated
by the dealer through a secure web application.
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Dealers are assigned a risk rating based on various factors, including capital sufficiency, operating performance, and
credit and payment history. The risk rating affects the amount of the line of credit and the ongoing risk management of
the account. We monitor the level of borrowing under each dealer's credit line daily. We may adjust the dealer's credit
line if warranted, based on the dealership's vehicle sales rate, and temporarily suspend the granting of additional
credit, or take other actions following evaluation and analysis of the dealer's financial condition.

We periodically inspect and verify the existence of dealer vehicle inventories. The timing of these collateral audits
varies, and no advance notice is given to the dealer. Among other things, audits are intended to assess dealer
compliance with the financing agreement and confirm the status of our collateral.

46

85



Edgar Filing: Ally Financial Inc. - Form 10-K

Table of Contents
Management's Discussion and Analysis
Ally Financial Inc. * Form 10-K

Insurance

Results of Operations

The following table summarizes the operating results of our Insurance operations. The amounts presented are before
the elimination of balances and transactions with our other reportable segments.

Year ended December 31, 2016 2015 2014 Favorable/(unfavorable) Favorable/(unfavorable)

($ in millions) 2016-2015 % change 2015-2014 % change
Insurance premiums and

other income

Insurance premiums and

. $945 $940 $979 1 4)
service revenue earned
?al;/estment income, net 136 134 194 | 31)
Other income 16 16 12 — 33
Total insurance premiums 1,097 1,090 1,185 | )
and other income
Expense
Ingurance losses and loss 342 293 410 a7 29
adjustment expenses
Acquisition and
underwriting expense
Compensation and
benefits expense 08 08 63 o ®)
Insurance commissions 389 373 374 3) 1)
expense
Other expenses 141 140 141 (D) 1
Total acqgls1t10n and 508 536 573 2) 1
underwriting expense
Total expense 940 879 988 (7 11
Income from continuing
operations before income $157 $211 $197 (26) 7
tax expense
Total assets $7,172  $7,053 $7,190 2 2)
InsuFance premiums and $948 $977 $1.023  (3) @)
service revenue written
Combined ratio (b) 98.7 % 928 % 100.2 %

Includes realized gains on investments of $84 million, $85 million, and $143 million for the years ended
(a)December 31, 2016, 2015, and 2014, respectively; and interest expense of $47 million, $50 million, and $54
million, for the years ended December 31, 2016, 2015, and 2014, respectively.

Management uses a combined ratio as a primary measure of underwriting profitability. Underwriting profitability
is indicated by a combined ratio under 100% and is calculated as the sum of all incurred losses and expenses
(excluding interest and income tax expense) divided by the total of premiums and service revenues earned and
other fee income.

2016 Compared to 2015

Our Insurance operations earned income from continuing operations before income tax expense of $157 million for
the year ended December 31, 2016, compared to $211 million for the year ended December 31, 2015. The decrease
for the year ended December 31, 2016, was primarily due to higher weather-related losses driven by severe hailstorms.

(b)
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Insurance premiums and service revenue earned was $945 million for the year ended December 31, 2016, compared to
$940 million for the year ended December 31, 2015. The increase for the year ended December 31, 2016, was
primarily due to increased wholesale earned premium, partially offset by increased dealer reinsurance participation,
and lower VSC volume.

Insurance losses and loss adjustment expenses totaled $342 million for the year ended December 31, 2016, compared
to $293 million for the same period in 2015. The increase was due to higher weather-related losses driven by severe
hailstorms. The same higher weather-related losses drove the increase in the combined ratio to 98.7% for the year
ended December 31, 2016, compared to 92.8% for the year ended December 31, 2015. Higher weather-related losses
were partially offset by a decrease in non-weather-related losses driven by lower loss experience for VSC products.
2015 Compared to 2014

Our Insurance operations earned income from continuing operations before income tax expense of $211 million for
the year ended December 31, 2015, compared to $197 million for the year ended December 31, 2014. The increase
was primarily due to lower weather-related losses, partially offset by lower investment income and insurance
premiums and service revenue earned.

Insurance premiums and service revenue earned was $940 million for the year ended December 31, 2015, compared to
$979 million in 2014. The decrease was due primarily to lower earned revenue on VSC products as a result of the
weakening Canadian dollar related to our continuing Canadian operations and higher dealer reinsurance participation.
Additionally, the decrease was due to lower earned revenue from our Smart Lease Protect product as a result of GM's
decision to provide lease subvention programs for their products exclusively through a wholly-owned subsidiary.
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Net investment income totaled $134 million for the year ended December 31, 2015, compared to $194 million in
2014. The decrease was due primarily to lower realized investment gains.

Insurance losses and loss adjustment expenses totaled $293 million for the year ended December 31, 2015, compared
to $410 million for the year ended December 31, 2014. The decrease was primarily due to lower wholesale
weather-related losses. Additionally, we incurred lower non-weather-related losses driven by lower loss experience for
VSC products. Lower weather-related losses primarily drove the decrease in the combined ratio to 92.8% for the year
ended December 31, 2015, compared to 100.2% for the year ended December 31, 2014.

Premium and Service Revenue Written

The following table shows premium and service revenue written by insurance product.

Year ended December 31, ($ in millions) 2016 2015 2014

Vehicle service contracts

New retail $444 $436 $422
Used retail 427 485 509
Reinsurance (a) (189 ) (178 )(152 )
Total vehicle service contracts (b) 682 743 779
Wholesale 191 169 186
Other finance and insurance (c) 75 65 58
Total $948 $977 $1,023

@ Reinsurance represents the transfer of premiums and risk from an Ally insurance company to a third-party
insurance company.
(b) VSC revenue is earned over the life of the service contract on a basis proportionate to the anticipated cost pattern.
(c)Other finance and insurance includes GAP coverage, excess wear and tear, and other ancillary products.
Insurance premiums and service revenue written was $948 million for the year ended December 31, 2016, compared
to $977 million in 2015. The decrease was primarily due to increased dealer reinsurance participation and lower VSC
volume, partially offset by an increase in wholesale premiums.
Insurance premiums and service revenue written was $977 million for the year ended December 31, 2015, compared
to $1.0 billion in 2014. The decrease was due primarily to higher vehicle service contract dealer reinsurance
participation, lower premium written as a result of the weakening Canadian dollar, and lower wholesale premiums due
to lower floorplan exposure. The decrease was partially offset by higher premium written from new VSCs and other
finance and insurance products.
Cash and Investments
A significant aspect of our Insurance operations is the investment of proceeds from premiums and other revenue
sources. We use these investments to satisfy our obligations related to future claims at the time these claims are
settled. Our Insurance operations have an Investment Committee, which develops guidelines and strategies for these
investments. The guidelines established by this committee reflect our risk tolerance, liquidity requirements, regulatory
requirements, and rating agency considerations, among other factors.
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The following table summarizes the composition of our Insurance operations cash and investment portfolio at fair
value.

December 31, ($ in millions) 2016 2015
Cash

Noninterest-bearing cash $273  $293
Interest-bearing cash 612 995
Total cash 885 1,288

Available-for-sale securities

Debt securities

U.S. Treasury and federal agencies = 299 269
U.S. States and political subdivisions 744 698

Foreign government 162 177
Agency mortgage-backed residential 633 268
Mortgage-backed residential 227 387
Mortgage-backed commercial 39 39
Asset-backed 6 6
Corporate debt 1,443 1,204
Total debt securities 3,553 3,048
Equity securities 595 717
Total available-for-sale securities 4,148 3,765
Total cash and securities $5,033 $5,053
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Mortgage Finance

Results of Operations

The following table summarizes the activities of our Mortgage Finance operations. The amounts presented are before
the elimination of balances and transactions with our reportable segments.

Year ended December 31, ($ 2016 2015 2014 Favorable/(unfavorable) Favorable/(unfavorable)
in millions) 2016-2015 % change 2015-2014 % change
Net financing revenue and

other interest income

Total ‘financin.g revenue and $250  $177 $119 41 49
other interest income

Interest expense 153 120 83 (28) 45)
Net fl'nancmg.revenue and 97 57 36 70 53
other interest income

Provision for loan losses 4 ) 7 3 157 (133)
Noninterest expense

Compensation and benefits 13 5 ) (160) (150)
expense

Other operating expenses 54 34 19 (59) (79)
Total noninterest expense 67 39 21 (72) (86)
Income from continuing

operations before income tax $34 $11 $12 n/m )
expense

Total assets $8,307 $6,461 $3,542 29 82
n/m = not meaningful

2016 Compared to 2015

Our Mortgage Finance operations earned income from continuing operations before income tax expense of $34
million for the year ended December 31, 2016, compared to $11 million for the year ended December 31, 2015. The
increase was primarily due to an increase in net financing revenue and other interest income driven by increased loan
balances as a result of bulk purchases of high-quality jumbo and LMI mortgage loans, offset by an increase in interest
expense due to higher funding costs for the larger loan portfolio. In addition, the provision for loan losses was
favorable due to lower reserve requirements as the portfolio seasoned and reserves were aligned to more favorable
loss experience. The increase in income from continuing operations before income tax expense was partially offset by
higher noninterest expense to support our bulk acquisition strategy and the launch of direct mortgage originations.
Net financing revenue and other interest income was $97 million for the year ended December 31, 2016, compared to
$57 million for the year ended December 31, 2015. The increase in net financing revenue and other interest income
was primarily due to increased loan balances as a result of bulk purchases of high-quality jumbo and LMI mortgage
loans. During the year ended December 31, 2016, we purchased $3.7 billion of mortgage loans that were originated by
third parties compared to purchases of $4.1 billion in 2015. The increase in net financing revenue and other interest
income was partially offset by an increase in interest expense as a result of higher funding costs also driven by the
larger loan portfolio.

The provision for loan losses decreased $11 million for the year ended December 31, 2016, compared to the same
period in 2015. The decrease was primarily due to lower reserve requirements as the portfolio seasoned and reserves
were aligned to more favorable loss experience.

Total noninterest expense was $67 million for the year ended December 31, 2016, compared to $39 million for the
year ended December 31, 2015. The increase was primarily due to higher noninterest expense to support our bulk
acquisition strategy and the launch of direct mortgage originations.
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2015 Compared to 2014

Our Mortgage Finance operations earned income from continuing operations before income tax expense of $11
million for the year ended December 31, 2015, compared to $12 million for the year ended December 31, 2014. The
decrease was primarily due to increases in the provision for loan losses, as a result of growth in asset balances due to
bulk mortgage purchases during the year, and an increase in noninterest expense to support growth of the business.
The decrease was partially offset by an increase in net financing revenue and other interest income also driven by
portfolio growth.

Net financing revenue and other interest income was $57 million for the year ended December 31, 2015, compared to
$36 million in 2014. The increase in net financing revenue and other interest income was primarily due to loan
portfolio growth as a result of bulk acquisitions of mortgage loans and lower interest expense as a result of lower
funding costs.

The provision for loan losses was $7 million for the year ended December 31, 2015, compared to $3 million in 2014.
The increase was primarily due to higher reserves as a result of portfolio growth.
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Total noninterest expense was $39 million for the year ended December 31, 2015, compared to $21 million in 2014.
The increase was primarily due to increases in compensation and benefits expense and overhead expenses as a result
of portfolio growth.

The following table presents the net unpaid principal balance (UPB), net UPB as a percentage of total, weighted
average coupon (WAC), premium net of discounts, loan-to-value (LTV), and FICO® Scores for the products in our
Mortgage Finance held-for-investment loan portfolio.

Net UPB Net Average
. Average
Product (a). % of total net UPB WAC p re.mlum refreshed refreshed
($in ($in LTV (b) FICO®
millions) millions) (c)
December 31, 2016
Adjustable-rate $2488 31 334% $ 42 5794 % 773
Fixed-rate 5,633 69 4.02 131 60.47 772
Total $8,121 100 381 $ 173 59.69 772
December 31, 2015
Adjustable-rate $2268 36 335% $ 37 58.52 % 771
Fixed-rate 4,021 64 410 87 61.42 768
Total $6,289 100 383 §$ 124 60.37 769

(a)Represents UPB net of charge-offs.

(b)Updated home values were derived using a combination of appraisals, broker price opinions, automated valuation
models, and metropolitan statistical area level house price indices.

(c)Updated to reflect changes in credit score since loan origination.
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Corporate Finance

Results of Operations

The following table summarizes the activities of our Corporate Finance operations. The amounts presented are before
the elimination of balances and transactions with our reportable segments.

e Favorable/(unfavorable) Favorable/(unfavorable)

($ in millions) 2016 2015 2014 )16 2015 % change 2015-2014 % change
Net financing revenue and
other interest income
Interest and fees on finance

. $192 $143 $116 34 23
receivables and loans
Interest expense 71 54 57 3D 5
Net flpancmg revenue and 121 29 59 36 51
other interest income
Total other revenue 26 25 32 4 (22)
Total net revenue 147 114 91 29 25
Provision for loan losses 10 9 (16 ) (11 (156)
Noninterest expense
Compensation and benefits 38 32 29 (19) (10)
expense
Other operating expenses 28 23 14 (22) (64)
Total noninterest expense 66 55 43 (20) (28)
Income from continuing
operations before income tax $71 $50 $64 42 (22)
expense
Total assets $3,183 $2,677 $1,870 19 43
2016 Compared to 2015

Our Corporate Finance operations earned income from continuing operations before income tax expense of $71
million for the year ended December 31, 2016, compared to $50 million for the year ended December 31, 2015. The
increase was a result of higher net financing revenue and other interest income due primarily to asset growth. The
increase was partially offset by higher compensation and benefits and other operating expenses to support the growth
of the business.

Net financing revenue and other interest income was $121 million for the year ended December 31, 2016, compared to
$89 million for the year ended December 31, 2015. The increase was primarily due to asset growth across all business
segments in line with our growth strategy, which resulted in a 24% increase in the gross carrying value of finance
receivables and loans as of December 31, 2016, compared to December 31, 2015.

Other revenue was $26 million for the year ended December 31, 2016, compared to $25 million for the year ended
December 31, 2015. The increase was due to higher equity investment income, partially offset by lower loan
syndication income.

The provision for loan losses increased $1 million for the year ended December 31, 2016, compared to 2015. The
increase was primarily due to lower recoveries on nonaccrual loan exposures in 2016, compared to 2015.

Total noninterest expense was $66 million for the year ended December 31, 2016, compared to $55 million for the
year ended December 31, 2015. The increase was primarily due to higher expenses to support the growth of the
business.

2015 Compared to 2014

Our Corporate Finance operations earned income from continuing operations before income tax expense of $50
million for the year ended December 31, 2015, compared to $64 million for the year ended December 31, 2014. The
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decrease was primarily driven by lower recoveries of previously charged-off loans compared to 2014, as well as
increased reserves due primarily to higher asset levels, and an increase in noninterest expense. The decrease was
partially offset by higher net financing revenue and other interest income primarily due to asset growth.

Net financing revenue and other interest income increased $30 million for the year ended December 31, 2015,
compared to 2014. The increase was primarily due to asset growth across all business segments in line with our
growth strategy, as well as lower funding costs resulting from the transition of the business into Ally Bank in May
2014.

Other revenue decreased by $7 million for the year ended December 31, 2015, compared to 2014. The decrease is
primarily due to lower gains on equity investments in 2015, and the recognition of fee income related to the payoff of
a nonaccrual loan exposure that occurred during 2014. The decrease was partially offset by higher syndication income
in 2015.
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The provision for loan losses increased $25 million for the year ended December 31, 2015, compared to 2014. The
increase was primarily due to lower recoveries of previously charged-off loans compared to 2014, as well as increased
reserves due primarily to asset growth.

Total noninterest expense increased by $12 million for the year ended December 31, 2015, compared to 2014. The
increase was primarily driven by the nonrecurring favorable impact from the release of a reserve for an off-balance
sheet exposure in 2014, and increased expenses related to obtaining deposit-based funding from Ally Bank and growth
of the business.

Credit Portfolio

The following table presents loans held-for-sale, the gross carrying value of finance receivables and loans outstanding,
and unfunded commitments to lend of our Corporate Finance operations.

December 31, ($ in millions) 2016 2015
Loans held-for-sale, net $— $105
Finance receivables and loans $3,180 $2,568

Unfunded lending commitments (a) $1,483 $1,136

Includes unused revolving credit line commitments for loans held-for-sale and finance receivables and loans,
signed commitment letters, and standby letter of credit facilities, which are issued on behalf of clients and may
contingently require us to make payments to a third-party beneficiary should the client fail to fulfill a contractual
commitment.

The following table presents the percentage of total finance receivables and loans of our Corporate Finance operations
by industry concentration. The finance receivables and loans are reported at gross carrying value.

(a)

December 31, 2016 2015
Industry

Services 274 % 22.8 %
Automotive and transportation 13.5 7.1
Health services 12.0 13.4
Wholesale 8.9 9.7
Other manufactured products 8.8 10.2
Machinery, equipment, and electronics 6.6 8.5
Chemicals and metals 5.8 13.4
Retail trade 5.1 3.8
Food and beverages 4.2 2.8
Paper, printing, and publishing 3.2 3.6
Other 4.5 4.7

Total finance receivables and loans 100.0% 100.0%
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Corporate and Other
The following table summarizes the activities of Corporate and Other. Corporate and Other primarily consists of
activity related to centralized corporate treasury activities such as management of the cash and corporate investment
securities and loan portfolios, short- and long-term debt, retail and brokered deposit liabilities, derivative instruments,
the amortization of the discount associated with new debt issuances and bond exchanges, and the residual impacts of
our corporate FTP and treasury ALM activities. Corporate and Other also includes certain equity investments which
primarily consist of FHLB and FRB stock, the management of our legacy mortgage portfolio which primarily consists
of loans originated prior to January 1, 2009, the activity related to TradeKing since acquisition, and reclassifications
and eliminations between the reportable operating segments.

Year epdeq December 2016 2015 2014 Favorable/(unfavorable)
31, ($ in millions) 2016-2015 % change
Net financing revenue and
other interest income
Total financing revenue

Favorable/(unfavorable)
2015-2014 % change

and other interest income $378 $361 $408 > 2)
Interest expense
Original issue discount

N 78 62 189 (26) 67
amortization
Other interest expense 337 212 316 (59) 33
Total interest expense 415 274 505 (&2)) 46
Net financing revenue and
other interest income (a) (37 ) 87 O7 ) (143) 190
Other revenue (expense)
(Loss) gain on mortgage
loans, net (6 ) 68 3 ) (109) n/m
Loss on extinguishment of % ) (357 ) (202 )99 77)
debt
Other gain on 101 70 38 44 84
investments, net
Other income, net of 7 68 18 6 /m
losses
Total other revenue
(expense) 162 (151 ) (149 ) n/m (D)
Total net revenue 125 (64 ) 246 ) n/m 74
Provision for loan losses (13 ) (5 ) (72 ) 160 93)
;lgo)tal noninterest expense 199 155 232 28) 45
Loss from continuing
operations before income $(61 ) $(214 ) $(456 ) 71 53
tax expense
Total assets $28,719 $26,754 $25,841 7 4

n/m = not meaningful

(a).

mcome.

Refer to the table that follows for further details on the components of net financing revenue and other interest

(b)Includes a reduction of $770 million, $755 million, and $759 million for the years ended December 31, 2016,
2015, 2014, respectively, related to the allocation of corporate overhead expenses to other segments. The receiving
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segments record their allocation of corporate overhead expense within other operating expense.
The following table summarizes the components of net financing revenue and other interest income for Corporate and
Other.

At and for the year ended December 31, ($ in millions) 2016 2015 2014
Original issue discount amortization (a) $(78 ) $(62 ) $(189 )
Net impact of the funds-transfer pricing methodology 9 118 68
Other (including legacy mortgage net financing revenue and other interest income) 32 31 24

Net financing revenue and other interest income for Corporate and Other $(37 ) $87 $97 )
Outstanding original issue discount balance $1,326 $1,391 $1415

(a) Amortization is included as interest on long-term debt in the Consolidated Statement of Income.
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The following table presents the scheduled remaining amortization of the original issue discount at December 31,
2016.

2022 and

Year ended December 31, ($ in millions) 2017 2018 2019 2020 2021 thereafter Total
(a)

Original issue discount

Outstanding balance $1,235 $1,134 $1,095 $1,056 $1,013 $ —

Total amortization (b) 91 101 39 39 43 1,013 $1,326

(a) The maximum annual scheduled amortization for any individual year is $153 million in 2030.

(b) The amortization is included as interest on long-term debt on the Consolidated Statement of Income.

2016 Compared to 2015

Loss from continuing operations before income tax expense for Corporate and Other was $61 million for the year
ended December 31, 2016, compared to a loss of $214 million for the year ended December 31, 2015. The decrease in
loss for the year ended December 31, 2016, was primarily due to a decrease in loss on extinguishment of debt due to
debt tender offers in 2015, an increase in gain on investments related to increased sales of debt securities, and a
decrease in the provision for loan losses as a result of lower net charge-offs due to runoff of the legacy mortgage
portfolio. The decrease in loss was partially offset by an increase in interest expense driven by increased LIBOR rates,
an increase in interest on deposits resulting from deposit growth, and nonrecurring favorable debt hedging activity in
2015, partially offset by favorable refinancing activity related to unsecured debt and a decrease in secured debt
volume. Additionally, the decrease in loss was offset by a decrease in gain on mortgage loans due to nonrecurring
sales of legacy TDR mortgage loans in 2015 and an increase in noninterest expense due primarily to the TradeKing
integration and operations and higher FDIC deposit fees.

Interest expense was $415 million for the year ended December 31, 2016, compared to $274 million for the year
ended December 31, 2015. The increase was primarily driven by increased LIBOR rates, an increase in interest on
deposits resulting from deposit growth, and nonrecurring favorable debt hedging activity in 2015. The increase was
partially offset by favorable refinancing activity related to unsecured debt and a decrease in secured debt volume.

Net loss on mortgage loans was $6 million for the year ended December 31, 2016, compared to a net gain of $68
million for the year ended December 31, 2015. The change was primarily due to nonrecurring sales of legacy TDR
mortgage loans in 2015.

Loss on extinguishment of debt was $5 million for the year ended December 31, 2016, compared to $357 million for
the year ended December 31, 2015. The decrease in loss was due to nonrecurring debt tender offers in 2015.

Other gain on investments was $101 million for the year ended December 31, 2016, compared to $70 million for the
year ended December 31, 2015. The increase was due primarily to an increase in sales of securities compared to the
same periods in 2015.

The provision for loan losses decreased $8 million for the year ended December 31, 2016, compared to the same
period in 2015, as a result of lower net charge-offs as the legacy mortgage portfolio continues to run-off. The decrease
was partially offset by nonrecurring reserve releases in 2015.

Noninterest expense was $199 million for the year ended December 31, 2016, compared to $155 million for the year
ended December 31, 2015. The increase was primarily due to increased expenses from the TradeKing integration and
operations and higher FDIC deposit fees.

Total assets were $28.7 billion as of December 31, 2016, compared to $26.8 billion as of December 31, 2015. The
increase was primarily the result of growth of our available-for-sale and held-to-maturity securities portfolios as well
as the June 1, 2016 acquisition of TradeKing. At December 31, 2016, the total assets of TradeKing were $299 million.
The increase was partially offset by the continued runoff of our legacy mortgage portfolio. At December 31, 2016, the
gross carrying value of the legacy mortgage portfolio was $2.8 billion, compared to $3.4 billion at December 31,
2015.
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2015 Compared to 2014

Loss from continuing operations before income tax expense for Corporate and Other was $214 million for the year
ended December 31, 2015, compared to $456 million for the year ended December 31, 2014. The decrease in loss for
the year ended December 31, 2015, was primarily due to an increase in net financing revenue and other interest
income resulting from a decrease in interest expense, an increase in gain on sale of mortgage and automotive loans,
net, due to sales of legacy TDR mortgage loans, and lower noninterest expense due to improvements in operating
efficiencies. The decrease in loss was partially offset by an increase in loss on extinguishment of debt due to debt
tender offers in 2015 and an increase in the provision for loan losses due to lower reserve releases on legacy mortgage
assets compared to 2014 as a result of home price stabilization.

Net financing revenue and other interest income was $87 million for the year ended December 31, 2015, compared to
a loss of $97 million for the year ended December 31, 2014. The increase was primarily due to decreases in interest on
long term debt and OID amortization due to the maturity and repayment of higher-cost legacy debt and other asset
liability management activity. The decreases in interest expense were partially offset by a decrease in financing
revenue related to legacy consumer mortgage lending as a result of our exit in 2013 of all nonstrategic
mortgage-related activities, and an increase in interest on deposits due to deposit growth.
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Net gain on mortgage and automotive loans was $68 million for the year ended December 31, 2015, compared to a
loss of $3 million for the year ended December 31, 2014. The increase was primarily due to gains on sales of legacy
TDR mortgage loans in 2015, which totaled $677 million of unpaid principal balance at the time of sales.

Loss on extinguishment of debt was $357 million for the year ended December 31, 2015, compared to $202 million
for the year ended December 31, 2014. The increase was due to debt tender offers. During the first half of 2015, we
completed two tender offers to buy back a total of $1.8 billion of our high-coupon debt, resulting in a total loss on
extinguishment of debt of $345 million.

The provision for loan losses increased $67 million for the year ended December 31, 2015, compared to 2014. The
increase was primarily due to lower reserve releases on legacy mortgage assets compared to 2014 as a result of home
price stabilization.

Noninterest expense was $155 million for the year ended December 31, 2015, compared to $282 million for the year
ended December 31, 2014. The decrease was primarily due to overall streamlining of the company through increased
operating efficiencies and headcount reductions in centralized support functions, resulting in decreased compensation
and benefits and overhead expenses.

Cash and Securities

The following table summarizes the composition of the cash and securities portfolio at fair value for Corporate and
Other.

December 31, ($ in millions) 2016 2015
Cash

Noninterest-bearing cash $1,249 $1,829
Interest-bearing cash 3,770 3,232
Total cash 5,019 5,061

Available-for-sale securities
Debt securities
U.S. Treasury and federal agencies 1,321 1,472

U.S. States and political subdivisions 38 18
Mortgage-backed residential 1,870 2,435
Agency mortgage-backed residential 9,657 7,276
Mortgage-backed commercial 498 442
Asset-backed 1,394 1,749
Total available-for-sale securities 14,778 13,392
Total held-to-maturity securities 789 —
Total cash and securities $20,586 $18,453
TradeKing

On June 1, 2016, we acquired 100% of the equity of TradeKing a digital wealth management company with an online
broker-dealer, digital portfolio management platform, and educational content. The addition of brokerage and wealth
management is a natural extension of our online banking franchise, creating a full suite of financial products for
savings and investments. The following table presents the trading days and average customer trades per day during
each respective quarter and the number of funded accounts, total net customer assets, and total customer cash balances
as of the end of each full quarter since acquisition for TradeKing's online broker-dealer.

4th 3rd

Quarter Quarter

2016 2016
Trading days (a) 62.5 64
Average customer trades per day (in thousands) 18 17
Funded accounts (b) (in thousands) 244 240
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Total net customer assets ($ in millions) $4,771 $4,678

Total customer cash balances ($ in millions) $1,253 $1,177

@ Represents the number of days the New York Stock Exchange and other U.S. stock exchange markets are open for
trading. A half day represents a day when the U.S. markets close early.

(b)Represents open and funded brokerage accounts.
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Risk Management

Managing the risk/reward trade-off is a fundamental component of operating our businesses. Our risk management
program is overseen by the Ally Board of Directors (the Board), various risk committees, the executive leadership
team, and our associates. The Risk and Compliance Committee of the Board (RCC), together with the Board, sets the
risk appetite across our company while the risk committees, executive leadership team, and our associates identify,
ensure, and monitor current and emerging risks and manage those risks to be within our risk appetite. Ally's primary
types of risk include credit, lease residual, market, operational, insurance/underwriting, business/strategic, reputation,
and liquidity.

Credit risk — The risk of loss arising from an obligor not meeting its contractual obligations to Ally.

Lease Residual risk — The risk of loss arising from the possibility that the actual proceeds realized upon the sale of
returned vehicles will be lower than the projection of the values used in establishing the pricing at lease inception.
Market risk — The risk of loss arising from changes in the fair value of our assets or liabilities (including derivatives)
caused by movements in market variables, such as interest rates, foreign-exchange rates, and equity and commodity
prices.

Operational risk — The risk of loss or harm arising from inadequate or failed processes or systems, human factors, or
external events.

.Insurance/Underwriting risk — The risk of loss associated with insured events occurring, the severity of insured events,
and the timing of claim payments arising from insured events.

Business/Strategic risk — The risk resulting from the pursuit of business plans that turn out to be unsuccessful because
of, for example, uninformed business decisions, inadequate resource allocation, or failure to respond well to changes
in the business and competitive environment.

Reputation risk — The risk to earnings or capital arising from negative public opinion.

Liquidity risk — The risk that our financial condition or overall safety and soundness is adversely affected by an
tnability, or perceived inability, to meet our financial obligations, and to withstand unforeseen liquidity stress events
(refer to discussion in the section titled Liquidity Management, Funding, and Regulatory Capital within this MD&A).
While risk oversight is ultimately the responsibility of the Board, our governance structure starts within each line of
business, including committees established to oversee risk in their respective areas. The lines of business are
responsible for executing on risk strategies, policies, and controls that are fundamentally sound and compliant with
enterprise risk management policies and with applicable laws and regulations. The line of business risk committees,
which report up to the RCC, ensure and monitor the performance within each portfolio and determine whether to
amend any risk practices based upon portfolio trends.

The Enterprise Risk Management and Compliance organizations are accountable for independently identifying,
monitoring, measuring, and reporting on our various risks, and they are responsible for designing an effective risk
management framework and structure. They are also responsible for ensuring and monitoring that our risks remain
within the tolerances established by the Board, developing and maintaining policies, and implementing risk
management strategies and processes to mitigate risk. In addition, the Enterprise Risk Management Committee
(ERMC) established by the Chief Risk Officer is responsible for oversight of senior management’s responsibility to
manage Ally’s risk profile within risk appetite and tolerances set by the RCC and for implementing Ally’s risk and
compliance programs. The Chief Risk Officer reports to the chair of the RCC, as well as the Chief Executive Officer.
All lines of business and enterprise functions are subject to full and unrestricted audits by Audit Services. Audit
Services reports to the Audit Committee of the Board, and is primarily responsible for assisting the Audit Committee
in fulfilling its governance and oversight responsibilities. Audit Services is granted free and unrestricted access to any
and all of our records, physical properties, technologies, management, and employees.

In addition, our Loan Review Group provides an independent assessment of the quality of our credit risk portfolios
and credit risk management practices, and all lines of business and corporate functions that create or influence credit
risk are subject to full and unrestricted reviews by the Loan Review Group. This group also is granted free and
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unrestricted access to any and all of our records, physical properties, technologies, management, and employees and
reports its findings directly to the RCC and the Ally Financial Inc. General Auditor. The findings of this group help to
strengthen our risk management practices and processes throughout the organization.
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Loan and Lease Exposure
The following table summarizes the exposures from our loan and lease activities.

December 31, ($ in millions) 2016 2015
Finance receivables and loans

Automotive Finance $104,646 $99,187
Mortgage Finance 8,294 6,413
Corporate Finance 3,180 2,568
Corporate and Other (a) 2,824 3,432

Total finance receivables and loans 118,944 111,600
Loans held-for-sale

Corporate Finance — 105
Total on-balance sheet loans 118,944 111,705
Off-balance sheet securitized loans

Automotive Finance (b) 2,392 2,529
Whole-loan sales

Automotive Finance (b) 3,164 2,252
Operating lease assets

Automotive Finance 11,470 16,271
Total loan and lease exposure $135,970 $132,757
Serviced loans and leases

Automotive Finance $121,480 $119,808
Mortgage Finance 8,294 6,413
Corporate Finance 2,991 2,532
Corporate and Other 2,757 3,360

Total serviced loans and leases $135,522 $132,113
@ Includes $2.8 billion and $3.4 billion of consumer mortgage loans in our Mortgage — Legacy portfolio at
December 31, 2016, and December 31, 2015, respectively.
(b)RepresentS the. c‘urrent unpaid principal balance of outstanding loans based on our customary representation and
warranty provisions.
The risks inherent in our loan and lease exposures are largely driven by changes in the overall economy, used vehicle
and housing price levels, unemployment levels, and their impact to our borrowers. The potential financial statement
impact of these exposures varies depending on the accounting classification and future expected disposition strategy.
We retain the majority of our automotive loans as they complement our core business model, but we do sell loans
from time to time on an opportunistic basis. We ultimately manage the associated risks based on the underlying
economics of the exposure. Our lease residual risk, which may be more volatile than credit risk in stressed
macroeconomic scenarios, is declining with the decrease in the lease portfolio.
Finance receivables and loans — Loans that we have the intent and ability to hold for the foreseeable future or until
maturity, or loans associated with an on-balance sheet securitization classified as secured borrowing. Finance
receivables and loans are reported at their gross carrying value, which includes the principal amount outstanding, net
of unamortized deferred fees and costs on originated loans, unamortized premiums and discounts on purchased loans,
unamortized basis adjustments arising from the designation of finance receivables and loans as the hedged item in
qualifying fair value hedge relationships, and cumulative principal charge-offs. We refer to the gross carrying value
less the allowance for loan loss as the net carrying value in finance receivables and loans. We manage the economic
risks of these exposures, including credit risk, by adjusting underwriting standards and risk limits, augmenting our
servicing and collection activities (including loan modifications and restructurings), and optimizing our product and
geographic concentrations. Additionally, we may elect to account for certain mortgage loans at fair value. Changes in
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the fair value of these loans are recognized in a valuation allowance separate from the allowance for loan losses and
are reflected in current period earnings. We use market-based instruments, such as derivatives, to hedge changes in
the fair value of these loans.

Loans held-for-sale — Loans that we do not have the intent and ability to hold for the foreseeable future or until
maturity. These loans are recorded on our balance sheet at the lower of their net carrying value or fair market value
and are evaluated by portfolio and product type. Changes in the recorded value are recognized in a valuation
allowance and reflected in current period earnings. We manage the economic risks of these exposures, including
market and credit risks, in various ways including the use of market-based instruments, such as derivatives.
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Off-balance sheet securitized loans — Loans that we transfer off-balance sheet to nonconsolidated variable interest
entities. Our exposure is primarily limited to customary representation and warranty provisions. Similar to finance
receivables and loans, we manage the economic risks of these exposures through activities including servicing and
collections.

Whole-loan sales — Loans that we transfer off-balance sheet to third-party investors. Our exposure is primarily limited
¢0 customary representation and warranty provisions. Similar to finance receivables and loans, we manage the
economic risks of these exposures through activities including servicing and collections.

Operating lease assets — The net book value of the automotive assets we lease includes the expected residual values
upon remarketing the vehicles at the end of the lease and is reported net of accumulated depreciation. We are exposed
to fluctuations in the expected residual value upon remarketing the vehicle at the end of the lease, and as such at
contract inception, we determine pricing based on the projected residual value of the lease vehicle. This evaluation is
primarily based on a proprietary model, which includes variables such as age, expected mileage, seasonality, segment
factors, vehicle type, economic indicators, production cycle, automotive manufacturer incentives, and shifts in used
vehicle supply. This internally-generated data is compared against third-party, independent data for reasonableness.
Periodically, we revise the projected value of the lease vehicle at termination based on current market conditions and
adjust depreciation expense appropriately over the remaining life of the contract. At termination, our actual sales
proceeds from remarketing the vehicle may be higher or lower than the estimated residual value resulting in a gain or
loss on remarketing recorded through depreciation expense. The balance sheet reflects both the lease asset as well as
any associated rent receivables. The lease rent receivable is accrued when collection is reasonably assured and
presented as a component of other assets. The lease asset is reviewed for impairment in accordance with applicable
accounting standards.

Serviced loans and leases — Loans that we service on behalf of our customers or another financial institution. As such,
these loans can be on or off our balance sheet. For our serviced consumer automotive loans, we do not recognize
servicing assets or liabilities because we receive a fee that adequately compensates us for the servicing costs.

Refer to the section titled Critical Accounting Estimates within this MD&A and Note 1 to the Consolidated Financial
Statements for further information.

Since the end of 2014, we have experienced growth in our consumer retail automotive loan portfolio and a significant
reduction in lease assets. This shift in our portfolio mix has contributed to an increase in provision expense for loan
losses. Consumer lease residuals are not included in the allowance for loan losses as changes in the expected residual
values on consumer leases are included in depreciation expense over the remaining life of the lease. However, our risk
to future fluctuations in used vehicle values is diminishing as our lease assets have declined materially and will
continue to decline as the number of leases terminating currently is significantly larger than the number of new leases
being originated. All leases are exposed to potential reductions in used vehicle values, while only those loans where
we take possession of the vehicle are affected by potential reductions in used vehicle values. Operating lease assets,
net of accumulated depreciation decreased $4.8 billion to $11.5 billion at December 31, 2016, from $16.3 billion at
December 31, 2015.

Credit Risk Management

Credit risk is defined as the risk of loss arising from an obligor not meeting its contractual obligations to Ally.
Therefore, credit risk is a major source of potential economic loss to us. Credit risk is monitored by several groups and
functions throughout the organization, including enterprise and line of business committees and the risk management
function. Together, they oversee credit decisioning, account servicing activities, and credit risk management
processes, and monitor credit risk exposures to ensure they are managed in a safe-and-sound manner and are within
our risk appetite. In addition, our Loan Review Group provides an independent assessment of the quality of our credit
portfolios and credit risk management practices, and directly reports its findings to the RCC and the Ally Financial
Inc. General Auditor on a regular basis.
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To mitigate risk, we have implemented specific policies and practices across all lines of business, utilizing both
qualitative and quantitative analyses. This reflects our commitment to maintain an independent and ongoing
assessment of credit risk and credit quality. Our policies require an objective and timely assessment of the overall
quality of the consumer and commercial loan and lease portfolios. This includes the identification of relevant trends
that affect the collectability of the portfolios, segments of the portfolios that are potential problem areas, loans and
leases with potential credit weaknesses, and the assessment of the adequacy of internal credit risk policies and
procedures to ensure and monitor compliance with relevant laws and regulations. Our consumer and commercial loan
and lease portfolios are subject to regular stress tests that are based on plausible, but unexpected, economic scenarios
to ensure that we can withstand a severe economic downturn. In addition, we establish and maintain underwriting
policies and volume based guardrails across our portfolios and higher risk segments (e.g., nonprime) based on our risk
appetite.

We manage credit risk based on the risk profile of the borrower, the source of repayment, the underlying collateral,
and current market conditions. We monitor the credit risk profile of individual borrowers and the aggregate portfolio
of borrowers either within a designated geographic region or a particular product or industry segment. We perform
quarterly analyses of the consumer automotive, consumer mortgage, and commercial portfolios using a range of
indicators to assess the adequacy of the allowance for loan losses based on historical and current trends. Refer to Note
9 to the Consolidated Financial Statements for additional information.

Additionally, we utilize numerous collection strategies to mitigate loss and provide ongoing support to customers in
financial distress. For automotive loans, we work with customers when they become delinquent on their monthly
payment. In lieu of repossessing their vehicle,
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we may offer several types of assistance to aid our customers based on their willingness and ability to repay their loan.
Loss mitigation may include extension of the loan maturity date and rewriting the loan terms. For mortgage loans, as
part of certain programs, we offer mortgage loan modifications to qualified borrowers. Numerous initiatives are in
place to provide support to our mortgage customers in financial distress, including principal forgiveness, maturity
extensions, delinquent interest capitalization, and changes to contractual interest rates.

Furthermore, we manage our counterparty credit exposure based on the risk profile of the counterparty. Within our
policies, we have established standards and requirements for managing counterparty risk exposures in a
safe-and-sound manner. Counterparty credit risk is derived from multiple exposure types, including derivatives,
securities trading, securities financing transactions, financial futures, cash balances (e.g., due from depository
institutions, restricted accounts, and cash equivalents), and investment in debt securities. For more information on
derivative counterparty credit risk, refer to Note 22 to the Consolidated Financial Statements.

We closely monitor macro-economic trends given the nature of our business and the potential impacts on our exposure
to credit risk. During 2016, the U.S. economy continued to modestly expand and consumer confidence remained
strong. The labor market remained strong during the year, with nonfarm payrolls increasing and the annual
unemployment rate falling to 4.7% as of December 31, 2016. Within the U.S. automotive market, new light vehicle
sales remained at historic highs but were relatively flat year over year at 17.5 million for the year ended December 31,
2016. We experienced downward pressure on used vehicle values in 2016 and expect that to continue in 2017.
On-balance Sheet Portfolio

Our on-balance sheet portfolio includes both finance receivables and loans and loans held-for-sale. At December 31,
2016, this primarily included $104.6 billion of automotive finance receivables and loans and $11.1 billion of mortgage
finance receivables and loans. Our ongoing Mortgage Finance operations include the management of our
held-for-investment mortgage loan portfolio. During the year ended December 31, 2016, we continued to execute bulk
purchases of high-quality jumbo and LMI mortgage loans. In late 2016, we also introduced limited direct mortgage

originations.
The following table presents our total on-balance sheet consumer and commercial finance receivables and loans.
Accruing
. Nonperforming past due
Outstanding @) p & 19) 0 days or
more

December 31, ($ in millions) 2016 2015 2016 2015 20162015
Consumer
Finance receivables and loans
Loans at gross carrying value $76,843 $74,065 $697 $603 $ —§ —
Loans at fair value — — — — — —
Total finance receivables and loans 76,843 74,065 697 603 S —
Loans held-for-sale — — — — — —
Total consumer loans (b) 76,843 74,065 697 603 S —
Commercial
Finance receivables and loans
Loans at gross carrying value 42,101 37,535 122 77 — —
Loans held-for-sale — 105 — — — —
Total commercial loans 42,101 37,640 122 77 S —
Total on-balance sheet loans $118,944 $111,705 $819 $680 $ —$ —

Includes nonaccrual TDR loans of $286 million and $277 million at December 31, 2016, and December 31, 2015,
respectively.

(a)
(b)
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Includes outstanding CSG loans of $6.7 billion and $6.2 billion at December 31, 2016, and December 31, 2015,
and RV loans of $1.7 billion and $1.5 billion at December 31, 2016, and December 31, 2015, respectively.
Total on-balance sheet loans outstanding at December 31, 2016, increased $7.2 billion to $118.9 billion from
December 31, 2015, reflecting an increase of $4.5 billion in the commercial portfolio and an increase of $2.8 billion in
the consumer portfolio. The increase in commercial on-balance sheet loans outstanding was primarily driven by the
growth of wholesale floorplan finance receivables and the ongoing demand for automotive dealer term loans. The
increase in consumer on-balance sheet loans was due in part by the increase in consumer automotive finance
receivables and loans was primarily the result of our loan originations for the year outpacing portfolio runoff, partially
offset by the completion of $4.3 billion in loan sales and off-balance sheet securitizations of higher credit quality
assets. In addition, the increase in consumer mortgage finance receivables and loans was primarily due to the
execution of bulk purchases of high-quality jumbo and LMI mortgage loans totaling $3.7 billion during the year ended
December 31, 2016, which outpaced portfolio runoff.
Total TDRs outstanding at December 31, 2016, increased $38 million to $663 million from December 31, 2015. Refer
to Note 9 to the Consolidated Financial Statements for additional information.
Total nonperforming loans at December 31, 2016, increased $139 million to $819 million from December 31, 2015,
reflecting an increase of $94 million of consumer nonperforming loans and an increase of $45 million of commercial
nonperforming loans. The increase in
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total nonperforming loans from December 31, 2015, primarily reflects the broad range of credit and product
characteristics of the consumer automotive portfolio as Ally continues to originate loans across a more diverse credit
spectrum, combined with the downgrade of two accounts within the Corporate Finance portfolio. Nonperforming
loans include finance receivables and loans on nonaccrual status when the principal or interest has been delinquent for
90 days or when full collection is determined not to be probable. Refer to Note 1 to the Consolidated Financial
Statements for additional information.

The following table includes consumer and commercial net charge-offs from finance receivables and loans at gross
carrying value and related ratios.

Net
charge-offs Net charge-off ratios (a)
(recoveries)
Year ended December 31, ($ in millions) 2016 2015 2016 2015
Consumer $802 $609 1.1 % 09 %
Commercial a )y— — —
Total finance receivables and loans at gross carrying value  $801 $609 0.7 0.6

@ Net charge-off ratios are calculated as net charge-offs divided by average outstanding finance receivables and loans
excluding loans measured at fair value and loans held-for-sale during the year for each loan category.
Net charge-offs were $801 million for the year ended December 31, 2016, compared to $609 million for the year
ended December 31, 2015. The increase during the year ended December 31, 2016, was driven by the changing
composition of the consumer automotive portfolio to a more profitable mix of business consistent with Ally’s
underwriting strategy; higher average charge-offs due in part to higher unpaid principal balances at the time of
charge-off and lower average sales proceeds on repossessed vehicles as compared to 2015; and the seasoning of
consumer automotive accounts now entering their peak loss periods.
The following discussions titled Consumer Credit Portfolio and Commercial Credit Portfolio relate to consumer and
commercial finance receivables and loans recorded at gross carrying value. Finance receivables and loans recorded at
gross carrying value have an associated allowance for loan losses.
Consumer Credit Portfolio
Our consumer portfolio primarily consists of automotive loans, first mortgages, and home equity loans. Loan losses in
our consumer portfolio are influenced by general business and economic conditions including unemployment rates,
bankruptcy filings, and home and used vehicle prices. Additionally, our consumer credit exposure is significantly
concentrated in automotive lending.
Credit risk management for the consumer portfolio begins with the initial underwriting and continues throughout a
borrower's credit life cycle. We manage consumer credit risk through our loan origination and underwriting policies
and the credit approval process. We use proprietary credit-scoring models to differentiate the expected default rates of
credit applicants enabling us to better evaluate credit applications for approval and to tailor the pricing and financing
structure according to this assessment of credit risk. We regularly review the performance of the credit scoring models
and update them for historical information and current trends. These and other actions mitigate but do not eliminate
credit risk. Improper evaluations of a borrower's creditworthiness, fraud, and/or changes in the applicant's financial
condition after approval could negatively affect the quality of our portfolio, resulting in loan losses.
Our servicing activities are another key factor in managing consumer credit risk. Servicing activities consist largely of
collecting and processing customer payments, responding to customer inquiries such as requests for payoff quotes,
and processing customer requests for account revisions (such as payment extensions and refinancings). Certain
servicing practices may be influenced by local laws and regulations.
During the year ended December 31, 2016, the credit performance of the consumer portfolio reflected both our
underwriting strategy to originate consumer automotive assets across a broad risk spectrum, including used, higher
LTV, extended term, Growth channel, nonprime, and nonsubvented finance receivables and loans, and our continued
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bulk purchases of high-quality jumbo and LMI mortgage loans. Within our consumer automotive portfolio, we have
seen some deterioration in nonprime credit tiers compared to prime credit tiers. The carrying value of our nonprime
consumer automotive loans before allowance for loan losses represented approximately 13.8% of our total consumer
automotive loans at December 31, 2016, compared to approximately 14.0% at December 31, 2015. For information on
our consumer credit risk practices and policies regarding delinquencies, nonperforming status, and charge-offs, refer
to Note 1 to the Consolidated Financial Statements.
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The following table includes consumer finance receivables and loans recorded at gross carrying value.

Accruing
. Nonperforming past due
Outstanding (@) 90 days or
more
December 31, ($ in millions) 2016 2015 2016 2015 20162015
Consumer automotive (b) (c) $65,793 $64,292 $598 $475 $ —%§ —
Consumer mortgage
Mortgage Finance 8,294 6,413 10 15 S —
Mortgage — Legacy 2,756 3,360 89 113 — —

Total consumer finance receivables and loans $76,843 $74,065 $697 $603 $ —$ —
@ Includes nonaccrual TDR loans of $240 million and $233 million at December 31, 2016, and December 31, 2015,
respectively.
Includes $43 million and $66 million of fair value adjustment for loans in hedge accounting relationships at
(b)December 31, 2016, and December 31, 2015, respectively. Refer to Note 22 to the Consolidated Financial
Statements for additional information.
© Includes outstanding CSG loans of $6.7 billion and $6.2 billion at December 31, 2016, and December 31, 2015,
and RV loans of $1.7 billion and $1.5 billion at December 31, 2016, and December 31, 2015, respectively.
Total consumer outstanding finance receivables and loans increased $2.8 billion at December 31, 2016, compared
with December 31, 2015. The increase in consumer automotive finance receivables and loans was primarily the result
of our loan originations for the year outpacing portfolio runoff, partially offset by the completion of $4.3 billion in
loan sales and off-balance sheet securitizations of higher credit quality assets. The increase in consumer mortgage
finance receivables and loans was primarily due to growth in the Mortgage Finance portfolio due to the execution of
bulk loan purchases, which outpaced total consumer mortgage portfolio runoff.
Total consumer nonperforming finance receivables and loans at December 31, 2016, increased $94 million to $697
million from December 31, 2015, reflecting an increase of $123 million of consumer automotive finance receivables
and loans and a decrease of $29 million of consumer mortgage nonperforming finance receivables and loans. The
increase in nonperforming consumer automotive finance receivables and loans reflects the broad range of credit and
product characteristics of the overall portfolio as Ally continues to originate loans across a more diverse credit
spectrum. The decrease in nonperforming consumer mortgage finance receivables and loans was primarily due to
continued improvement in the macroeconomic environment, including increases in the house price index and low
interest rates, as well as the liquidation of certain nonperforming accounts. Refer to Note 9 to the Consolidated
Financial Statements for additional information. Nonperforming consumer finance receivables and loans as a
percentage of total outstanding consumer finance receivables and loans were 0.9% and 0.8% at December 31, 2016,
and December 31, 2015, respectively.
Consumer automotive loans accruing and past due 30 days or more increased $274 million to $2.2 billion at
December 31, 2016, compared with December 31, 2015, primarily due to the more diverse range of credit and product
characteristics reflected in the overall portfolio which is driven by our current underwriting strategy.
The following table includes consumer net charge-offs from finance receivables and loans at gross carrying value and
related ratios.

Net charge-offs Net charge-off ratios

(a)
Year ended December 31, ($ in millions) 2016 2015 2016 2015
Consumer automotive $795 $578 12 % 1.0 %
Consumer mortgage
Mortgage Finance — 2 — —
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Mortgage — Legacy 7 29 0.2 0.8

Total consumer finance receivables and loans $ 802 $ 609 1.1 0.9

@ Net charge-off ratios are calculated as net charge-offs divided by average outstanding finance receivables and loans
excluding loans measured at fair value and loans held-for-sale during the period for each loan category.

Our net charge-offs from total consumer finance receivables and loans were $802 million for the year ended

December 31, 2016, compared to $609 million for the year ended December 31, 2015. The increase during the year

ended December 31, 2016, was driven by the changing composition of the consumer automotive portfolio to a more

profitable mix of business consistent with Ally’s underwriting strategy; higher average charge-offs due in part to

higher unpaid principal balances at the time of charge-off and lower average sales proceeds on repossessed vehicles as

compared to 2015; and the seasoning of consumer automotive accounts now entering their peak loss periods.
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The following table summarizes total consumer loan originations for the periods shown. Total consumer loan
originations include loans classified as finance receivables and loans and loans held-for-sale during the period.
Year ended December 31, ($ in millions) 2016 2015

Consumer automotive (a) $32.619 $36,306
Consumer mortgage 7 2
Total consumer loan originations $32.626 $36,308

(a)Includes $1.2 billion of loans originated as held-for-sale during the first quarter of 2015.
Total automotive-originated loans decreased $3.7 billion for the year ended December 31, 2016, compared to 2015, as
we continued to execute our strategic focus of selective originations based on improved risk-adjusted returns.
The following table shows the percentage of total consumer finance receivables and loans recorded at gross carrying
value by state concentration. Total consumer automotive loans were $65.8 billion and $64.3 billion at December 31,
2016, and December 31, 2015, respectively. Total mortgage and home equity loans were $11.1 billion and $9.8 billion
at December 31, 2016, and December 31, 2015, respectively.

2016 (a) 2015

Consuméefonsumer Consumefonsumer

December 31, . .
automotinmeortgage automotiveortgage

Texas 13.6 % 6.6 % 137 % 62 %
California 7.8 342 7.3 33.6
Florida 8.2 4.4 7.7 4.1
Pennsylvania 4.7 1.5 5.0 1.5
Illinois 43 34 44 4.1
Georgia 43 2.2 4.4 2.2
North Carolina 3.6 1.6 3.6 1.8

Ohio 35 0.5 3.7 0.6

New York 32 1.9 3.5 1.9
Michigan 2.7 1.9 3.1 24

Other United States  44.1 41.8 43.6 41.6
Total consumer loans 100.0% 100.0 % 100.0% 100.0 %

Presentation is in descending order as a percentage of total consumer finance receivables and loans at
(@) December 31, 2016.
We monitor our consumer loan portfolio for concentration risk across the states in which we lend. The highest
concentrations of consumer loans are in Texas and California, which represented an aggregate of 24.2% and 23.5% of
our total outstanding consumer finance receivables and loans at December 31, 2016, and December 31, 2015,
respectively. Our consumer mortgage loan portfolio concentration within California, which is primarily comprised of
high-quality jumbo mortgage loans, generally aligns to the California share of jumbo mortgages nationally.
Repossessed and Foreclosed Assets
We classify an asset as repossessed or foreclosed (included in other assets on the Consolidated Balance Sheet) when
physical possession of the collateral is taken. We dispose of the acquired collateral in a timely fashion in accordance
with regulatory requirements. For more information on repossessed and foreclosed assets, refer to Note 1 to the
Consolidated Financial Statements.
Repossessed consumer automotive loan assets in our Automotive Finance operations at December 31, 2016, increased
$13 million to $135 million from December 31, 2015. Foreclosed mortgage assets at December 31, 2016, increased $3
million to $13 million from December 31, 2015.
Commercial Credit Portfolio
Our commercial portfolio consists primarily of automotive loans (wholesale floorplan, dealer term loans including real
estate loans, automotive fleet financing, and transportation and equipment financing), as well as other commercial
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loans. Wholesale floorplan loans are secured by the vehicles financed (and all other vehicle inventory), which provide
strong collateral protection in the event of dealership default. Additional collateral (e.g., blanket lien over all
dealership assets) and/or other credit enhancements (e.g., personal guarantees from dealership owners) are oftentimes
obtained to further manage credit risk. Furthermore, we benefit from automotive manufacturer repurchase
arrangements, which serve as an additional layer of protection in the event of repossession of dealership inventory
and/or dealership franchise termination.
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Within our commercial portfolio, we utilize an internal credit risk rating system that is fundamental to managing
credit risk exposure consistently across various types of commercial borrowers and captures critical risk factors for
each borrower. The ratings are used for many areas of credit risk management, including loan origination, portfolio
risk monitoring, management reporting, and loan loss reserves analyses. Therefore, the rating system is critical to an
effective and consistent credit risk management framework.

During the year ended December 31, 2016, the credit performance of the commercial portfolio remained strong, as
both nonperforming finance receivables and loans remained relatively stable and net charge-offs realized continued to
be minimal. For information on our commercial credit risk practices and policies regarding delinquencies,
nonperforming status, and charge-offs, refer to Note 1 to the Consolidated Financial Statements.

The following table includes total commercial finance receivables and loans reported at gross carrying value.

Accruing
. Nonperforming past due
Outstanding @) 90 days or
more
December 31, ($ in millions) 2016 2015 2016 2015 2016 2015
Commercial and industrial
Automotive $35,041 $31,469 $ 33 $25 $§ —$ —
Other (b) 3,248 2,640 84 44 — —
Commercial real estate — Automotive 3,812 3426 5 8 — —

Total commercial finance receivables and loans $42,101 $37,535 $ 122 $77 $ —§ —

@ Includes nonaccrual TDR loans of $46 million and $44 million at December 31, 2016, and December 31, 2015,
respectively.

(b) Other commercial primarily includes senior secured commercial lending.

Total commercial finance receivables and loans outstanding increased $4.6 billion from December 31, 2015, to $42.1

billion at December 31, 2016. The increase was primarily due to the growth of wholesale floorplan finance receivables

and the ongoing demand for automotive dealer term loans, as well as the growth in our Corporate Finance portfolio in

line with our business strategy.

Total commercial nonperforming finance receivables and loans were $122 million at December 31, 2016, reflecting an

increase of $45 million when compared to December 31, 2015. The increase was primarily due to the downgrade of

two accounts within the Corporate Finance portfolio. However, nonperforming commercial finance receivables and

loans as a percentage of outstanding commercial finance receivables and loans remained relatively stable at 0.3% at

December 31, 2016, compared to 0.2% at December 31, 2015.

The following table includes total commercial net charge-offs from finance receivables and loans at gross carrying

value and related ratios.

Net Net charge-off
charge-offs .
. ratios (a)
(recoveries)
Year ended December 31, ($ in millions) 2016 2015 2016 2015
Commercial and industrial
Automotive $1 $3 — % — %
Other 2 ) 3 ) (0.1) (0.1

Total commercial finance receivables and loans $ (1 ) $ — — —

@ Net charge-off ratios are calculated as net charge-offs divided by average outstanding finance receivables and loans
excluding loans measured at fair value and loans held-for-sale during the period for each loan category.

Commercial Real Estate
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The commercial real estate portfolio consists of finance receivables and loans issued primarily to automotive dealers.
Commercial real estate finance receivables and loans were $3.8 billion and $3.4 billion at December 31, 2016, and
December 31, 2015, respectively.
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The following table presents the percentage of total commercial real estate finance receivables and loans by state
concentration. These finance receivables and loans are reported at gross carrying value.

December 31, 2016 2015
Texas 16.1 % 17.7 %
Florida 10.2 10.0
California 79 8.7
Michigan 7.6 8.9
New Jersey 4.2 2.1
Georgia 3.6 3.6
North Carolina 3.6 3.8
Pennsylvania 3.1 34
South Carolina 2.7 2.2
New York 2.6 3.1
Other United States 38.4 36.5

Total commercial real estate finance receivables and loans 100.0% 100.0%

Commercial Criticized Exposure

Finance receivables and loans classified as special mention, substandard, or doubtful are reported as criticized. These
classifications are based on regulatory definitions and generally represent finance receivables and loans within our
portfolio that have a higher default risk or have already defaulted. These finance receivables and loans require
additional monitoring and review including specific actions to mitigate our potential loss.

Total criticized exposures increased $156 million from December 31, 2015, to $2.7 billion at December 31, 2016. The
increase was primarily due to the Corporate Finance portfolio and is in line with the overall growth in Corporate
Finance loan balances.

The following table presents the percentage of total commercial criticized finance receivables and loans by industry
concentration. These finance receivables and loans within our automotive and Corporate Finance portfolios are
reported at gross carrying value.

December 31, 2016 2015
Industry

Automotive 81.2 % 80.5 %
Services 6.3 53
Electronics 4.2 33
Other 8.3 10.9

Total commercial criticized finance receivables and loans 100.0% 100.0%

Selected Loan Maturity and Sensitivity Data

The table below shows the commercial finance receivables and loans portfolio and the distribution between fixed and
floating interest rates based on the stated terms of the commercial loan agreements. This portfolio is reported at gross
carrying value.

Within
December 31, 2016 ($ in millions) 1 year 15 After  Total
@ years 5 years (b)
Commercial and industrial $33,802 $3,513 $974  $38,289
Commercial real estate 209 1,555 2,048 3,812
Total commercial finance receivables and loans $34,011 $5,068 $3,022 $42,101
Loans at fixed interest rates $1,518 $2,044
Loans at variable interest rates 3,550 978
Total commercial finance receivables and loans $5,068 $3,022
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(a)Includes loans (e.g., floorplan) with revolving terms.
(b)Loan maturities are based on the remaining maturities under contractual terms.
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Allowance for Loan Losses
The following tables present an analysis of the activity in the allowance for loan losses on finance receivables and
loans.

Consumer ConsumefTotal

($ in millions) . Commerciall'otal
automotivemortgage consumer

Allowance at January 1, 2016 $ 834 $114 $948 $ 106 $1,054

Charge-offs (a) (1,102 ) 39 ) (1,141 ) (1 ) (1,142)

Recoveries 307 32 339 2 341

Net charge-offs (795 ) (@ ) (802 )1 (801 )

Provision for loan losses 919 (16 ) 903 14 917

Other (b) (26 ) — (26 ) — 26 )

Allowance at December 31, 2016 $ 932 $91 $1,023 $ 121 $1,144

Allowance for loan losses to finance receivables and loans

outstanding at December 31, 2016 (c)

Net charge-offs to average finance receivables and loans

outstanding for the year ended December 31, 2016

Allowance for loan losses to total nonperforming finance

receivables and loans at December 31, 2016 (¢)

Ratio of allowance for loan losses to net charge-offs at December

31,2016

n/m = not meaningful

Represents the amount of the gross carrying value directly written-off. For consumer and commercial loans, the

loss from a charge-off is measured as the difference between the gross carrying value of a loan and the fair value of

the collateral, less costs to sell. Refer to Note 1 to the Consolidated Financial Statements for more information

regarding our charge-off policies.

(b)Primarily related to the transfer of finance receivables and loans from held-for-investment to held-for-sale.

© Coverage percentages are based on the allowance for loan losses related to finance receivables and loans excluding
those loans held at fair value as a percentage of the gross carrying value.

The allowance for consumer loan losses at December 31, 2016, increased $75 million compared to December 31,

2015. The increase was primarily due to higher reserve requirements reflecting the changing composition of the

consumer automotive portfolio to a more profitable mix of business consistent with Ally’s underwriting strategy and

higher loan balances in our consumer portfolios. This increase was partially offset by lower reserve balances in our

consumer mortgage portfolios.

The allowance for commercial loan losses increased $15 million at December 31, 2016, compared to December 31,

2015, primarily related to reserve releases due to strong portfolio performance within the commercial automotive

portfolio in 2015.

1.4 % 08 %13 % 0.3 % 1.0 %
1.2 % 0.1 % 1.1 Jo — % 0.7 %
1558 % 92.1 % 146.8 %993 % 139.7 %

1.2 13.7 1.3 n/m 1.4

(a)

Consumer ConsumerTotal

($ in millions) . Commerciall'otal
automotivemortgage consumer

Allowance at January 1, 2015 $ 685 $152 $837 $ 140 $977

Charge-offs (a) (840 ) (@48 ) (888 ) (4 ) (892 )

Recoveries 262 17 279 4 283

Net charge-offs G788 ) 31 ) 609 ) — (609 )

Provision for loan losses 739 1 740 (33 ) 707

Other (b) (12 ) (8 )y 20 ) ( ) (21 )

Allowance at December 31, 2015 $ 834 $114 $948 $ 106 $1,054

1.3 % 12 %13 %03 % 09 %

120



Edgar Filing: Ally Financial Inc. - Form 10-K

Allowance for loan losses to finance receivables and loans

outstanding at December 31, 2015 (c)

Net charge-offs to average finance receivables and loans

outstanding for the year ended December 31, 2015

Allowance for loan losses to total nonperforming finance

receivables and loans at December 31, 2015 (¢)

Ratio of allowance for loan losses to net charge-offs at December

31,2015

Represents the amount of the gross carrying value directly written-off. For consumer and commercial loans, the

loss from a charge-off is measured as the difference between the gross carrying value of a loan and the fair value of

the collateral, less costs to sell. Refer to Note 1 to the Consolidated Financial Statements for more information

regarding our charge-off policies.

(b)Primarily related to the transfer of finance receivables and loans from held-for-investment to held-for-sale.

© Coverage percentages are based on the allowance for loan losses related to finance receivables and loans excluding
those loans held at fair value as a percentage of the gross carrying value.

1.0 % 04 %09 % — % 06 %
17577 % 89.0 % 1572 % 1374 % 1550 %

1.4 3.7 1.6 — 1.7

(a)

66

121



Edgar Filing: Ally Financial Inc. - Form 10-K

Table of Contents
Management's Discussion and Analysis
Ally Financial Inc. * Form 10-K

The allowance for consumer loan losses at December 31, 2015, increased $111 million compared to December 31,
2014. The increase was driven by growth in the consumer automotive portfolio and the change in our automotive
portfolio composition as we continued the execution of our underwriting strategy to originate consumer automotive
assets across a broad risk spectrum, offset by lower reserve requirements related to consumer mortgage driven by
improved credit quality of the portfolio.

The allowance for commercial loan losses declined $34 million at December 31, 2015, compared to December 31,
2014, primarily due to continued strong performance in the portfolio, partially offset by portfolio growth.
Allowance for Loan Losses by Type

The following table summarizes the allocation of the allowance for loan losses by product type.

2016 2015
Allowance Allowance
Allowanédlowance as a % of Allowanddlowance as a % of
December 31, ($ in millions) for asa % of  total for asa % of  total
loan  loans allowance loan  loans allowance
losses outstanding for loan  losses outstanding for loan
losses losses
Consumer
Consumer automotive $932 14 % 814 % $834 1.3 % 7191 %
Consumer mortgage
Mortgage Finance 11 0.1 1.0 16 0.2 1.5
Mortgage — Legacy 80 2.9 7.0 98 2.9 9.3
Total consumer mortgage 91 0.8 8.0 114 1.2 10.8
Total consumer loans 1,023 1.3 89.4 948 1.3 89.9
Commercial
Commercial and industrial
Automotive 32 0.1 2.8 29 0.1 2.8
Other 64 2.0 5.6 53 2.0 5.0
Commercial real estate — Automotive5 0.7 2.2 24 0.7 2.3
Total commercial loans 121 0.3 10.6 106 0.3 10.1
Total allowance for loan losses $1,144 1.0 1000 % $1,054 0.9 1000 %

Provision for Loan Losses
The following table summarizes the provision for loan losses by product type.
Year ended December 31, ($ in millions) 2016 2015 2014

Consumer

Consumer automotive $919 $739 $540
Consumer mortgage

Mortgage Finance @ )7 3
Mortgage — Legacy (12 Y6 )72 )
Total consumer mortgage (16 H1 69 )
Total consumer loans 903 740 471
Commercial

Commercial and industrial

Automotive 4 B4 H)(a )
Other 9 10 (16 )
Commercial real estate — Automotive 1 O )3
Total commercial loans 14 (33 )14 )
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Total provision for loan losses $917 $707 $457

The provision for consumer loan losses increased $163 million for the year ended December 31, 2016, compared to
2015. The increase during the year ended December 31, 2016, is primarily due to higher net charge-offs and higher
reserve requirements in our consumer automotive portfolio as a result of our strategy to originate a more profitable
mix of business consistent with Ally’s underwriting strategy. The increase was partially offset by lower reserve
requirements in our Mortgage Finance portfolio as the portfolio seasoned and reserves were
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aligned to more favorable loss experience, lower net charge-offs in our Mortgage — Legacy portfolio, and lower loan
growth in our consumer automotive portfolio.

The provision for commercial loan losses was $14 million for the year ended December 31, 2016, compared to a net
credit of $33 million in 2015. The increase was primarily related to reserve releases within the commercial automotive
portfolio in the year ended December 31, 2015, due to strong portfolio performance in 2015.

Lease Residual Risk Management

We are exposed to residual risk on vehicles in the consumer lease portfolio. This lease residual risk represents the
possibility that the actual proceeds realized upon the sale of returned vehicles will be lower than the projection of
these values used in establishing the pricing at lease inception. For information on our valuation of automotive lease
residuals including periodic revisions through adjustments to depreciation expense based on current and forecasted
market conditions, refer to the section titled Critical Accounting Estimates — Valuation of Automotive Lease Assets and
Residuals within this MD&A.

Priced residual value projections — At contract inception, we determine pricing based on the projected residual value of
the lease vehicle. This evaluation is primarily based on a proprietary model, which includes variables such as age,
expected mileage, seasonality, segment factors, vehicle type, economic indicators, production cycle, automotive
manufacturer incentives, and unanticipated shifts in used vehicle supply. This internally-generated data is compared
against third-party, independent data for reasonableness. Periodically, we revise the projected value of the leased
vehicle at termination based on current market conditions and adjust depreciation expense appropriately over the
remaining life of the contract. At termination, our actual sales proceeds from remarketing the vehicle may be higher or
lower than the estimated residual value resulting in a gain or loss on remarketing recorded through depreciation
expense.

Remarketing abilities — Our ability to efficiently process and effectively market off-lease vehicles affects the disposal
costs and the proceeds realized from vehicle sales. Vehicles can be remarketed through auction (internet and
physmal) sale to dealer, sale to lessee, and other methods. The results within these channels vary, with physical
auction typically resulting in the lowest-priced outcome.

Manufacturer vehicle and marketing programs — Automotive manufacturers influence lease residual results in the
followmg ways:

The brand image of automotive manufacturers and consumer demand for their products affect residual risk.
Automotive manufacturer marketing programs may influence the used vehicle market for those vehicles through
programs such as incentives on new vehicles, programs designed to encourage lessees to terminate their leases early
in conjunction with the acquisition of a new vehicle (referred to as pull-ahead programs), and special rate used vehicle
programs.

Used vehicle market — We have exposure to changes in used vehicle prices. General economic conditions, used vehicle
supply and demand, and new vehicle market prices heavily influence used vehicle prices.

Lease Vehicle Terminations and Remarketing

The following table summarizes the volume of lease terminations and average gain per vehicle over recent periods, as
well as our methods of vehicle sales at lease termination, stated as a percentage of total lease vehicle disposals.

Year ended December 31, 2016 2015 2014

Off-lease vehicles terminated (in units) 307,557 264,256 296,393

Average gain per vehicle ($ per unit) $691  $1,329 $1,461

Method of vehicle sales

Auction

Internet 55 % 49 % 51 %
Physical 13 12 10

Sale to dealer, lessee, and other 32 39 39
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The number of off-lease vehicles remarketed during the year ended December 31, 2016, increased 16% compared to
2015. The increase in the number of off-lease vehicles remarketed during the year ended December 31, 2016, reflects
a shift of incentive programs from two-year leases in 2012 towards three-year leases in 2013, coupled with an increase
in industry vehicle sales from 2012 to 2013. Our termination volumes, and therefore our residual risk, should decrease
significantly in 2017 and future years as a direct result of lower GM lease originations.

Average gain per vehicle decreased in 2016 due to declining used vehicle values which were more pronounced in the
car market, and adjustments to depreciation expense based on changes in expected residual values at lease termination,
which we began to experience in
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connection with the decline in the used vehicle market during 2016. This trend is expected to continue in the near
term. For more information on our investment in operating leases, refer to Note 1 and Note 10 to the Consolidated
Financial Statements.

Lease Portfolio Mix

We monitor the concentration of our outstanding operating leases. The following table presents the mix of leased

vehicles by type, based on volume of units.

Year ended December 31, 20162015 2014

Car 31%38% 40%
Truck 17 14 13
Sport utility vehicle 52 48 47
Market Risk

Our automotive financing, mortgage, and insurance activities give rise to market risk representing the potential loss in
the fair value of assets or liabilities and earnings caused by movements in market variables, such as interest rates,
foreign-exchange rates, equity prices, market perceptions of credit risk, and other market fluctuations that affect the
value of securities, assets held-for-sale, and operating leases. We are exposed to interest rate risk arising from changes
in interest rates related to financing, investing, and cash management activities. More specifically, we have entered
into contracts to provide financing and to retain various assets related to securitization activities all of which are
exposed in varying degrees to changes in value due to movements in interest rates. Interest rate risk arises from the
mismatch between assets and the related liabilities used for funding. We enter into various financial instruments,
including derivatives, to maintain the desired level of exposure to the risk of interest rate and other fluctuations. Refer
to Note 22 to the Consolidated Financial Statements for further information.

We are also exposed to some foreign-currency risk arising from foreign-currency denominated assets and liabilities,
primarily in Canada. We enter into hedges to mitigate foreign exchange risk.

We also have exposure to equity price risk, primarily in our Insurance operations, which invests in equity securities
that are subject to price risk influenced by capital market movements. We enter into equity options to economically
hedge our exposure to the equity markets. Additionally, we have exposure to equity price risk related to certain
share-based compensation programs.

Although the diversity of our activities from our complementary lines of business may partially mitigate market risk,
we also actively manage this risk. We maintain risk management control systems to monitor interest rates,
foreign-currency exchange rates, equity price risks, and any of their related hedge positions. Positions are monitored
using a variety of analytical techniques including market value, sensitivity analysis, and value at risk models.

Fair Value Sensitivity Analysis

The following table and subsequent discussion presents a fair value sensitivity analysis of our assets and liabilities
using isolated hypothetical movements in specific market rates. The analysis assumes adverse instantaneous, parallel
shifts in market-exchange rates, interest rate yield curves, and equity prices. Additionally, since only adverse fair
value impacts are included, the natural offset between asset and liability rate sensitivities that arise within a diversified
balance sheet, such as ours, is not considered.

December 31, ($ in millions) 2016 2015

Financial instruments exposed to changes in:

Interest rates

Estimated fair value (a) (a)
Effect of 10% adverse change in rates (a) (a)
Foreign-currency exchange rates

Estimated fair value $357 $359
Effect of 10% adverse change in rates (19 ) (56 )
Equity prices
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Estimated fair value $657 $710

Effect of 10% decrease in prices 38 ) @1 )

@ Refer to the section titled Net Financing Revenue Sensitivity Analysis for information on the interest rate
sensitivity of our financial instruments.

Net Financing Revenue Sensitivity Analysis

Interest rate risk represents our most significant exposure to market risk. We actively monitor the level of exposure so

that movements in interest rates do not adversely affect future earnings. We use net financing revenue sensitivity

analysis as our primary metric to measure and manage the interest rate sensitivities of our financial instruments.
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We prepare forward-looking forecasts of net financing revenue, which take into consideration anticipated future
business growth, asset/liability positioning, and interest rates based on the implied forward curve. Simulations are
used to assess changes in net financing revenue in multiple interest rates scenarios relative to the baseline forecast.
The changes in net financing revenue relative to the baseline are defined as the sensitivity. Our simulation
incorporates contractual cash flows and repricing characteristics for all assets, liabilities and off-balance sheet
exposures and incorporates the effects of changing interest rates on the prepayment and attrition rates of certain assets
and liabilities. The analysis is highly dependent upon a variety of assumptions including the repricing characteristics
of deposits with noncontractual maturities. Our simulation does not assume any specific future actions are taken to
mitigate the impacts of changing interest rates. Relative to our baseline forecast, which is based on the implied
forward curve, our net financing revenue over the next twelve months would increase by $8 million if interest rates
remain unchanged.
The net financing revenue sensitivity tests measure the potential change in our pretax net financing revenue over the
following twelve months. A number of alternative rate scenarios are tested, including immediate and gradual parallel
shocks to both current spot rates and the market forward curve. We also evaluate nonparallel shocks to interest rates
and stresses to certain term points on the yield curve in isolation to capture and monitor a number of risk types.
Our twelve-month pretax net financing revenue sensitivity based on the market forward-curve was as follows.

2016 2015
Year ended December 31, ($ in millions) Instant%eagllllsal Instanta%%%%%al

Change in Interest Rates

-100 basis points $46 $(14 ) $47 $ 17
+100 basis points 62 ) (2 ) (109) (37 )
+200 basis points (153) 19 ) (278) (96 )

(a)Gradual changes in interest rates are recognized over 12 months.
Implied forward rates have increased since December 31, 2015, and are reflected in our net financing revenue
projections. Ally remains moderately liability-sensitive as of December 31, 2016 as our simulation models assume
liabilities will initially re-price faster than assets. The shift to a less liability-sensitive position as of December 31,
2016, is primarily due to higher variable rate commercial loan balances, a continued reduction in market based
funding as non-maturing retail deposits have continued to grow, and a reduction of our net receive-fixed interest rate
swap position. The exposure in the downward interest rate shock scenario is materially unchanged versus the prior
year.
The future repricing behavior of retail deposit liabilities, particularly non-maturity deposits, remains a significant
driver of interest rate sensitivity. The sustained low interest rate environment increases the uncertainty of assumptions
for deposit repricing relationships to market interest rates. Our interest rate risk models use dynamic assumptions
driven by a number of factors, including the overall level of interest rates and the spread between short-term and
long-term interest rates to project changes in our retail deposit offered rates. Our interest rate risk metrics currently
assume a long-term retail deposit beta of greater than 75%. We continue to believe our deposits may ultimately be less
sensitive to interest rate changes, which will reduce our overall exposure to rising rates. Ally continues to monitor
industry and competitive re-pricing activity. Due to current market conditions actual retail deposit betas have been
much less than those projected by our interest rate risk models, however, we expect the beta to increase as rates
continue to rise. As a result, we are currently evaluating our modeling assumptions surrounding deposit pricing and
whether a more dynamic pass-through assumption based on the level of interest rates is warranted. Assuming a
long-term retail deposit beta of 50% (vs. current assumption of greater than 75%) would result in a consolidated
interest rate risk position that is asset sensitive in the upward interest rate shock scenarios.
Our pro-forma rate sensitivity assuming a 50% deposit pass-through based on the forward-curve was as follows.
2016 2015
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Year ended December 31, ($ in millions) Instantalgl:l;ggsu al Instantaﬁ%%%%al

Change in Interest Rates

-100 basis points $(102) $(60 ) $(89) $(19 )
+100 basis points 77 50 13 4
+200 basis points 119 88 (13 ) (1 )

(a)Gradual changes in interest rates are recognized over 12 months.

Our current liability-sensitive risk position is influenced by the net impact of off balance sheet hedging positions,
which continue to generate positive financing revenue in the current interest rate environment. This position includes
both receive-fixed interest rate swaps designated as fair value hedges of certain fixed-rate liabilities, including
unsecured debt, and pay-fixed interest rate swaps designated as fair value hedges of certain retail automotive assets.
The size, maturity and mix of our hedging activities change frequently as we adjust our broader asset and liability
management objectives.
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Operational Risk

Operational risk is the risk of loss or harm arising from inadequate or failed processes or systems, human factors, or
external events. Operational risk is an inherent risk element in each of our businesses and related support activities.
Such risk can manifest in various ways, including errors, business interruptions, and inappropriate behavior of
employees, and can potentially result in financial losses and other damage to us. We consider the following types of
operational risk: model, compliance, legal, fraud, supplier management, and information technology, which includes
the risk of cyber attacks.

To monitor and control such risk, we maintain a system of policies and a control framework designed to provide a
sound and well-controlled operational environment. This framework employs practices and tools designed to maintain
risk identification, risk governance, risk and control assessment and testing, risk monitoring, and transparency through
risk reporting mechanisms. The goal is to maintain operational risk at appropriate levels based on our financial
strength, the characteristics of the businesses and the markets in which we operate, and the related competitive and
regulatory environment.

Financial institutions continue to be the target of various cyber attacks, including malware and denial-of-service, as
part of an effort to disrupt the operations of financial institutions or obtain confidential, proprietary, or other
information. Cyber security and the continued development of our controls, processes, and systems to protect our
networks, computers, and software remain an ongoing priority.

Notwithstanding these risk and control initiatives, we may incur losses attributable to operational risks from time to
time, and there can be no assurance these losses will not be incurred in the future.

Insurance/Underwriting Risk

The underwriting of our VSCs and insurance policies includes an assessment of the risk to determine acceptability and
categorization for appropriate pricing. The acceptability of a particular risk is based on expected losses, expenses and
other factors specific to the product in question. With respect to VSCs, considerations include the quality of the
vehicles produced, the price of replacement parts, repair labor rates, and new model introductions. Insurance risk also
includes event risk, which is synonymous with pure risk, hazard risk, or insurance risk, and presents no chance of
gain, only of loss.

We mitigate losses by the active management of claim settlement activities using experienced claims personnel and
the evaluation of current period reported claims. Losses for these events may be compared to prior claims experience,
expected claims, or loss expenses from similar incidents to assess the reasonableness of incurred losses.

In accordance with industry and accounting practices and applicable insurance laws and regulatory requirements, we
maintain reserves for reported losses, losses incurred but not reported, losses expected to be incurred in the future for
contracts in force and loss adjustment expenses. The estimated values of our prior reported loss reserves and changes
to the estimated values are routinely monitored by credentialed actuaries. Our reserve estimates are regularly reviewed
by management; however, since the reserves are based on estimates and numerous assumptions, the ultimate liability
may differ from the amount estimated.

Business/Strategic Risk

Business and strategic risk are embedded in every facet of our organization and is one of our primary risk types. It is
the risk that results from incorrect assumptions, inappropriate business plans, ineffective business strategy execution,
or failure to respond in a timely manner to changes in the regulatory, macroeconomic or competitive environments, in
the geographic locations in which we operate, competitor actions, changing customer preferences, product
obsolescence, and technology developments. We aim to mitigate this risk within our business units through portfolio
diversification, product innovations, and close monitoring of the execution of our strategic and capital plan, and
ensuring flexibility of the cost base (e.g., through outsourcing).

The strategic plan is reviewed and approved annually by the Board, as is the capital plan, financial business plan and
risk appetite. With oversight by the Board, executive management seeks to ensure that consistency is applied while
executing our strategic plan, core operating principles, and risk appetite. The executive management team
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continuously monitors business performance throughout the year to assess strategic risk and find early warning signals
so that risks can be proactively managed. Executive management regularly reviews actual performance versus the
plan, updates the Board via reporting routines and implements changes as deemed appropriate.

Significant strategic actions, such as capital actions, material acquisitions or divestitures, and recovery and resolution
plans are reviewed and approved by the Board as required. At the business level, as we introduce new products, we
monitor their performance relative to expectations. With oversight by the Board, executive management performs
similar analyses throughout the year, and evaluates changes to the financial forecast or the risk, capital or liquidity
positions as deemed appropriate to balance and optimize achieving our targeted risk appetite, shareholder returns, and
maintaining our targeted financial strength.

Reputation Risk

Reputation risk is the risk that negative perceptions of our conduct or business practices will adversely affect our
profitability or operations through an inability to establish new or maintain existing customer/client relationships.
Reputation risk may result from many of our activities, including those related to the management of our
business/strategic, operational, and credit risks. We manage reputation risk through established policies and controls
in our businesses and risk management processes to mitigate reputation risks in a timely manner and through proactive
monitoring and identification of potential reputation risk events. Primary responsibility for the identification,
escalation and resolution of reputation risk issues resides with our lines of business. Each employee is under an
obligation, within the scope of their
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activities, to analyze and assess any imminent or intended transaction in terms of possible risk factors in order to
minimize reputation risks. We have established processes and procedures to respond to events that give rise to
reputation risk, including educating individuals and organizations that influence public opinion, external
communication strategies to mitigate the risk, and informing key stakeholders of potential reputation risks. Our
organization and governance structure provides oversight of reputation risks, and key risk indicators are reported
regularly and directly to management and the RCC, which provide primary oversight of reputation risk.

As a result of recent industry focus by regulators on cross-sell practices and related incentive compensation, Ally
management has performed a detailed review of our cross-sell practices and believes that our existing practices are
appropriate, and will be monitored on an ongoing basis.

Liquidity Management, Funding, and Regulatory Capital

Overview

The purpose of liquidity management is to ensure our ability to meet loan and lease demand, debt maturities, deposit
withdrawals, and other cash commitments under both normal operating conditions as well as periods of economic or
financial stress. Our primary objective is to maintain cost-effective, stable and diverse sources of funding capable of
sustaining the organization throughout all market cycles. Sources of funding include both retail and brokered deposits
and secured and unsecured market-based funding across various maturity, interest rate, and investor profiles.
Additional liquidity is available through a pool of unencumbered highly liquid securities, borrowing facilities,
repurchase agreements, as well as funding programs supported by the Federal Reserve and the FHLB of Pittsburgh.
We define liquidity risk as the risk that an institution's financial condition or overall safety and soundness is adversely
affected by an inability, or perceived inability, to meet its financial obligations, and to withstand unforeseen liquidity
stress events. Liquidity risk can arise from a variety of institution specific or market-related events that could have a
negative impact on cash flows available to the organization. Effective management of liquidity risk helps ensure an
organization's preparedness to meet cash flow obligations caused by unanticipated events. Managing liquidity needs
and contingent funding exposures has proven essential to the solvency of financial institutions.

The Asset-Liability Committee (ALCO) is chaired by the Corporate Treasurer and is responsible for overseeing our
liquidity, funding strategies and plans, contingency funding plans, and counterparty credit exposure arising from
financial transactions. Corporate Treasury is responsible for managing our liquidity positions within prudent operating
guidelines and targets approved by ALCO and the Risk and Compliance Committee of the Ally Board of Directors.
As part of managing liquidity risk, we prepare periodic forecasts depicting anticipated funding needs and sources of
funds with oversight and monitoring by the Liquidity Risk group within Corporate Treasury. Corporate Treasury
executes our funding strategies and manages liquidity under baseline economic projections as well as more severely
stressed macroeconomic environments.

Funding Strategy

Liquidity and ongoing profitability are largely dependent on the timely and cost-effective access to retail deposits and
funding in different segments of the capital markets. Our funding strategy largely focuses on the development of
diversified funding sources across a broad investor base to meet liquidity needs throughout different market cycles,
including periods of financial distress. These funding sources include retail and brokered deposits, committed credit
facilities, public and private asset-backed securitizations, wholesale and retail unsecured debt, FHLB advances, and
whole-loan sales. We also supplement these funding sources with a modest amount of short-term borrowings,
including demand notes and repurchase arrangements. The diversity of our funding sources enhances funding
flexibility, limits dependence on any one source, and results in a more cost-effective funding strategy over the long
term. We evaluate funding markets on an ongoing basis to achieve an appropriate balance of unsecured and secured
funding sources and maturity profiles.

We diversify our overall funding in order to reduce reliance on any one source of funding and to achieve a
well-balanced funding portfolio across a spectrum of risk, duration, and cost of funds characteristics. Optimizing
funding at Ally Bank continues to be a key part of our long-term liquidity strategy. We optimize our funding sources
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at Ally Bank by growing retail deposits, maintaining active public and private securitization programs, managing a
prudent maturity profile of our brokered deposit portfolio, utilizing repurchase agreements, and continuing to access
funds from the FHLB.

Since becoming a BHC in December 2008, a significant portion of asset originations have been directed to Ally Bank
in order to reduce parent company exposures and funding requirements, and to utilize our growing consumer
deposit-taking capabilities. This has allowed us to use bank funding for a wider array of our automotive finance assets
and to provide a sustainable long-term funding channel for the business, while also improving the cost of funds for the
enterprise. On March 7, 2016, Ally Bank received approval from the Federal Reserve to become a state member bank.
Ally Bank is now regulated by the FRB through the Federal Reserve Bank of Chicago, as well as the Utah Department
of Financial Institutions. In addition, in connection with the application for membership in the Federal Reserve
System, Ally Bank made commitments to the FRB relating to capital, liquidity, and business plan requirements. These
commitments are consistent with the prior requirements under the now-terminated Capital and Liquidity Maintenance
Agreement with the FDIC, including the requirement to maintain capital at a level such that Ally Bank’s Tier 1
leverage ratio is at least 15%. For this purpose, the leverage ratio is determined in accordance with the FRB's
regulations related to capital maintenance. Continuation of the Ally Bank Tier 1 leverage ratio requirement could
further restrict balance sheet growth within Ally Bank and could unfavorably impact liquidity at AFI. We continue to
have ongoing dialogue with our regulators for a more normalized level of capital maintenance.

Liquidity Risk Management

Multiple metrics are used to frame the level of liquidity risk, manage the liquidity position, and identify related trends.
These metrics include coverage ratios and stress tests that measure the sufficiency of the liquidity portfolio, stability
ratios that measure longer-term structural liquidity, and concentration ratios that ensure prudent funding
diversification. In addition, we have established internal management routines designed to review all aspects of
liquidity and funding plans, evaluate the adequacy of liquidity buffers, review stress testing results, and assist
management in the execution of its funding strategy and risk management accountabilities.
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We maintain available liquidity in the form of cash, unencumbered highly liquid securities, and available committed
credit facility capacity that, taken together, would allow us to operate and to meet our contractual and contingent
obligations in the event that market-wide disruptions and enterprise-specific events disrupt normal access to funding.
The available liquidity is held at various entities and considers regulatory restrictions and tax implications that may
limit our ability to transfer funds across entities. The following table summarizes our total available liquidity.
December 31, 2016 ($ in millions)

Unencumbered highly liquid U.S. federal government and U.S. agency securities ~ $9,290

Liquid cash and equivalents 5,930
Committed funding facilities (a)

Total capacity 18,885
Outstanding 15,310
Unused capacity (b) 3,575
Total available liquidity $18,795

(a) Committed funding facilities include both consolidated and nonconsolidated facilities.
Funding from committed secured facilities is available on request in the event excess collateral resides in certain
®) facilities or is available to the extent incremental collateral is available and contributed to the facilities.
As of December 31, 2016, assuming a long-term capital markets stress, we expect that our available liquidity would
allow us to continue to fund all planned loan originations and meet all of our financial obligations for more than 36
months, assuming no issuance of unsecured debt or term securitizations.
In addition, our estimated Modified Liquidity Coverage Ratio exceeded 100% at December 31, 2016. Refer to Note
21 to the Consolidated Financial Statements for further discussion of our liquidity requirements.
Deposits
Ally Bank gathers retail deposits directly from customers through direct banking via the internet, telephone, mobile,
and mail channels. These retail deposits provide our Automotive Finance, Mortgage Finance, and Corporate Finance
operations with a stable and low-cost funding source. Retail deposit growth is a key driver of optimizing funding costs
and reducing reliance on capital markets based funding. We believe deposits provide a stable, low-cost source of
funds that are less sensitive to interest rate changes, market volatility, or changes in credit ratings when compared to
other funding sources. We have continued to expand our deposit gathering efforts through both direct and indirect
marketing channels. Current retail deposit offerings consist of a variety of products including CDs, savings accounts,
money market accounts, IRA deposit products, as well as an interest checking product. In addition, we utilize
brokered deposits, which are obtained through third-party intermediaries. In the fourth quarter of 2016, a brokered
money market deposit account was established at Ally Bank by a third party for the deposit of TradeKing customer
cash.
The following table shows Ally Bank's number of accounts and our deposit balances by type as of the end of each
quarter since 2015.
4th 3rd 2nd Ist 4th 3rd 2nd Ist
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter
2016 2016 2016 2016 2015 2015 2015 2015
Number of retail bank accounts (in thousands) 2,269 2,203 2,134 2,062 1,970 1,931 1,875 1,819
Deposits ($ in millions)

Retail $66,584$63,880$61,239$58,977$55,437$53,502$51,750$50,633
Brokered 12,187 11,570 11,269 10,979 10,723 10,180 9,844 9,835
Other (a) 251 294 294 309 318 338 336 389
Total deposits $79,022$75,744$72,802$70,265$66,478$64,020$61,930$60,857
@ Other deposits include mortgage escrow, dealer, and other

deposits.
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During 2016, our deposit base grew $12.5 billion. The growth in total deposits has been primarily attributable to our
retail deposit portfolio, particularly within our savings and money market accounts. Strong retention rates and
customer acquisition continue to drive growth in retail deposits. Refer to Note 15 to the Consolidated Financial
Statements for a summary of deposit funding by type.

Secured Financings

In addition to building a larger deposit base, secured funding continues to be a significant source of financing.
Securitization has proven to be a reliable and cost-effective funding source, and we continue to remain active in the
well-established securitization markets to finance our automotive loan products. During 2016, we raised $5.1 billion
through the completion of term securitization transactions backed by retail automotive loans, which includes $1.5
billion through the completion of two off-balance sheet securitization transactions backed by retail automotive loans.
Additionally, for retail automotive loans and lease notes, the term structure of the transaction locks in funding for a
specified pool of loans and leases for the life of the underlying asset, creating an effective tool for managing interest
rate and liquidity risk.
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We manage secured funding execution risk by maintaining a diverse investor base and available committed credit
facility capacity. We have access to private committed funding facilities, the largest of which is a syndicated credit
facility of sixteen lenders secured by automotive receivables. This facility can fund automotive retail and dealer
floorplan loans, as well as leases. During March 2016, this facility was renewed with $11.0 billion of capacity and the
maturity was extended to March 2018. In the event this facility is not renewed at maturity, the outstanding debt will be
repaid over time as the underlying collateral amortizes. At December 31, 2016, there was $9.7 billion outstanding
under this facility. Our ability to access the unused capacity in the secured facility depends on the availability of
eligible assets to collateralize the incremental funding and, in some instances, on the execution of interest rate hedges.
The total capacity in our committed funding facilities is provided by banks through private transactions. The
committed secured funding facilities can be revolving in nature and allow for additional funding during the
commitment period, or they can be amortizing and not allow for any further funding after the closing date. At
December 31, 2016, all of our $17.6 billion of secured committed capacity was revolving. Our revolving facilities
generally have an original tenor ranging from 364 days to two years. As of December 31, 2016, we had $14.1 billion
of committed funding capacity from revolving facilities with a remaining tenor greater than 364 days. In addition to
our syndicated revolving credit facility, we also maintain various bilateral and multilateral secured credit facilities that
fund our Automotive Finance operations. These are primarily private securitization facilities that fund a specific pool
of automotive assets.

We also have access to funding through advances with the FHLB. These advances are primarily secured by consumer
mortgage and commercial real estate automotive finance receivables and loans. As of December 31, 2016, we had
pledged $19.0 billion of assets and investment securities to the FHLB and had $14.0 billion of debt outstanding.
Unsecured Financings

We obtain unsecured funding from the sale of floating-rate demand notes under our Demand Notes program. The
holder has the option to require us to redeem these notes at any time without restriction. Demand Notes outstanding
were $3.6 billion at December 31, 2016. We also have short-term and long-term unsecured debt outstanding from
retail term note programs. These programs generally consist of callable fixed-rate instruments with fixed-maturity
dates. There were $448 million of retail term notes outstanding at December 31, 2016. Refer to Note 16 to the
Consolidated Financial Statements for additional information about our outstanding short-term borrowings and
long-term unsecured debt.

In April 2016, we accessed the unsecured debt capital markets and raised $900 million through the issuance of $600
million and $300 million of aggregate principal amount of senior and subordinated notes, respectively. In December
2016, we closed a private unsecured committed funding facility under which we have access to a term facility with a
commitment of $850 million, and a revolving facility with a commitment of $400 million. At December 31, 2016,
there was no debt outstanding under this facility. In January 2017, both the revolving facility and term facility were
fully drawn. Refer to Note 32 to the Consolidated Financial Statements for further information.

Other Secured and Unsecured Short-term Borrowings

We have access to repurchase agreements. A repurchase agreement is a transaction in which the firm sells financial
instruments to a buyer, typically in exchange for cash, and simultaneously enters into an agreement to repurchase the
same or substantially the same financial instruments from the buyer at a stated price plus accrued interest at a future
date. The financial instruments sold in repurchase agreements include U.S. government and federal agency
obligations, and retained certificated interests related to asset-backed securitizations. As of December 31, 2016, we
had $1.2 billion debt outstanding under repurchase agreements.

Additionally, we have access to the Federal Reserve Bank Discount Window and can borrow funds to meet short-term
liquidity demands. However, the Federal Reserve Bank is not a primary source of funding for day to day business.
Instead, it is a liquidity source that can be accessed in stressed environments or periods of market disruption. We have
assets pledged and restricted as collateral to the Federal Reserve Bank totaling $2.4 billion. We had no debt
outstanding with the Federal Reserve as of December 31, 2016.
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Recent Funding Developments

During 2016, we accessed the public and private markets to execute secured funding transactions, whole-loan sales,
unsecured funding transactions, and funding facility renewals totaling $25.7 billion. Key funding highlights from
January 1, 2016, to date were as follows:

We closed, renewed, increased, and/or extended $17.0 billion in U.S. credit facilities during the year ended
December 31, 2016. The credit facility renewal amount includes the March 2016 refinancing of $11.0 billion for our
largest credit facility with a syndicate of sixteen lenders, secured by retail, lease, and dealer floorplan automotive
assets. This facility matures in March 2018.

We continued to access the public and private term asset-backed securitization markets raising $5.1 billion
during the year ended December 31, 2016. Included in this funding for 2016 are two off-balance sheet
securitizations backed by retail automotive loans, which raised $1.5 billion. In addition, we raised $2.7 billion
from whole-loan sales of retail automotive loans during the year.

In April 2016, we accessed the unsecured debt capital markets and raised $900 million through the issuance of $600
million and $300 million of aggregate principal amount of senior and subordinated notes, respectively.

In January 2017, we raised $1.1 billion through an off-balance sheet public securitization backed by retail automotive
loans.

In February 2017, we raised $650 million through a public securitization backed by dealer floorplan automotive
assets.
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Funding Sources
The following table summarizes our sources of funding and the amount outstanding under each category for the
periods shown.

On-balance sheet % Share of

funding funding
December 31, ($ in millions) 2016 2015 2016 2015
Secured financings $43,140 $49919 30 36
Institutional term debt 19,276 20,235 13 14
Retail debt programs (a) 4,070 3,850 3 3
Total debt (b) 66,486 74,004 46 53
Deposits 79,022 66,478 54 47

Total on-balance sheet funding $145,508 $140,482 100 100

(a)Includes $448 million and $397 million of retail term notes at December 31, 2016, and 2015, respectively.
(b)Excludes fair value adjustment as described in Note 22 to the Consolidated Financial Statements.

Refer to Note 16 to the Consolidated Financial Statements for a summary of the scheduled maturity of long-term debt
at December 31, 2016.

Cash Flows

The following summarizes the activity reflected on the Consolidated Statement of Cash Flows. While this information
may be helpful to highlight certain macro trends and business strategies, the cash flow analysis may not be as relevant
when analyzing changes in our net earnings and net assets. We believe that in addition to the traditional cash flow
analysis, the discussion related to liquidity, dividends, and ALM herein may provide more useful context in evaluating
our liquidity position and related activity.

Net cash provided by operating activities was $4.6 billion for the year ended December 31, 2016, compared to $5.1
billion for the year ended December 31, 2015. The change was the result of a $0.6 billion increase of cash outflows
from other assets, and a $0.4 billion decrease in loss on extinguishment of debt due to nonrecurring debt tender offers
in 2015. During the first half of 2015, we completed tender offers for legacy, high-cost debt, resulting in a loss on
extinguishment of debt of $345 million. This was partially offset by a $0.5 billion gain on sale of subsidiaries in 2015
due to the sale of our interest in the motor vehicle finance joint venture in China.

Net cash used in investing activities was $8.7 billion for the year ended December 31, 2016, compared to $9.7 billion
for the year ended December 31, 2015. The change was the result of a decrease in net cash outflows from purchases,
sales, originations, and repayments of finance receivables and loans of $2.2 billion. Also contributing to the change
was an increase of net cash inflows from operating lease activity of $2.2 billion due to the runoff of our GM lease
portfolio. This was partially offset by $1.0 billion in proceeds from the sale of a business unit in 2015 due to the sale
of our interest in the motor vehicle finance joint venture in China, purchases of $0.8 billion of held-to-maturity
securities in 2016, an increase of $0.5 billion in net cash used due to the purchase of nonmarketable equity
investments, consisting primarily of FHLB and FRB stock, an increase in net cash outflows from purchases, sales,
maturities, and repayments of available-for-sale securities of $0.5 billion, and a cash outflow of $0.3 billion due to the
acquisition of TradeKing.

Net cash provided by financing activities for the year ended December 31, 2016, was $3.7 billion, compared to $5.4
billion for the year ended December 31, 2015. The change in financing activities was primarily due to cash used for
the repayment of long-term debt exceeding cash from issuance of long-term debt by $12.3 billion for the year ended
December 31, 2016, compared to $0.7 billion for the year ended December 31, 2015. This was partially offset by
higher increases in deposits and short-term borrowings of $4.3 billion and $3.5 billion, respectively, compared to
2015, and a decrease in preferred dividends paid of $2.5 billion. This activity is aligned with capital actions taken as
part of our objective to maintain cost-effective, stable, and diverse sources of funding, capable of sustaining the
organization throughout all market cycles.
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Capital Planning and Stress Tests

As a BHC with $50 billion or more of consolidated assets, Ally is required to conduct semi-annual company-run stress
tests, is subject to an annual supervisory stress test conducted by the FRB, and must submit an annual capital plan to
the FRB.

Ally’s capital plan must include a description of all planned capital actions over a nine-quarter planning horizon. The
capital plan must also include a discussion of how Ally will maintain capital above the minimum regulatory capital
ratios under baseline, adverse, and severely adverse economic scenarios, and serve as a source of strength to Ally
Bank. The FRB must approve Ally's capital plan before Ally may take any capital action. Even with an approved
capital plan, Ally must seek the approval of the FRB before making a capital distribution if, among other factors, Ally
would not meet its regulatory capital requirements after making the proposed capital distribution.

On April 5, 2016, we submitted the results of our semi-annual stress test and our 2016 annual capital plan to the FRB.
On June 23, 2016, we publicly disclosed summary results of the stress test under the most severe scenario in
accordance with regulatory requirements. On June 29, 2016, we received a non-objection to our capital plan from the
FRB, including the proposed capital actions contained in our submission. The proposed capital actions include a
quarterly cash dividend of $0.08 per share of our common stock, subject to quarterly approval by the Board of
Directors, and the ability to repurchase up to $700 million of our common stock from time to time through the
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second quarter of 2017. In addition, we submitted to the FRB the results of our company-run mid-year stress test
conducted under multiple macroeconomic scenarios and disclosed the results of this stress test under the most severe
scenario on October 5, 2016, in accordance with regulatory requirements.

Ally expects to submit its 2017 capital plan by April 5, 2017, with a response expected from the FRB by June 30,
2017.

On July 18, 2016, and October 18, 2016, the Ally Board of Directors declared quarterly cash dividend payments of
$0.08 per share on all common stock. The dividends were paid on August 15, 2016, and November 15, 2016,
respectively, to shareholders of record at the close of business on August 1, 2016, and November 1, 2016,
respectively. On January 11, 2017, the Ally Board of Directors declared another quarterly cash dividend payment of
$0.08 per share on all common stock. Refer to Note 32 to the Consolidated Financial Statements for further
information regarding this common share dividend. Additionally, the Ally Board of Directors authorized a common
stock repurchase program of up to $700 million beginning in the third quarter of 2016 and continuing through the
second quarter of 2017. During the second half of 2016, we repurchased $326 million, or 17,043,021 shares of
common stock, which reduced total shares outstanding by approximately 3.5%. We had 467,000,306 shares of
common stock outstanding at December 31, 2016.

In January 2017, the FRB finalized a rule amending the capital planning and stress testing rules, effective for the 2017
cycle. The final rule, among other things, revises the capital plan rule to no longer subject large and noncomplex
firms, including Ally, to the provisions of the existing rule whereby the FRB may object to a capital plan on the basis
of qualitative deficiencies in the firm’s capital planning process. Under the final rule, the qualitative assessment of
Ally’s capital plan will be conducted outside of the Comprehensive Capital Analysis and Review (CCAR) process,
through the supervisory review process, and Ally’s reporting requirements will be modified to reduce certain reporting
burdens related to capital planning and stress testing. The final rule will also decrease the de minimis threshold for the
amount of capital that Ally could distribute to shareholders outside of an approved capital plan without seeking prior
approval of the FRB.

Regulatory Capital

Refer to Note 21 to the Consolidated Financial Statements and Selected Financial Data within Item 6.

Credit Ratings

The cost and availability of unsecured financing are influenced by credit ratings, which are intended to be an indicator
of the creditworthiness of a particular company, security, or obligation. Lower ratings result in higher borrowing costs
and reduced access to capital markets. This is particularly true for certain institutional investors whose investment
guidelines require investment-grade ratings on term debt and the two highest rating categories for short-term debt
(particularly money market investors).

Nationally recognized statistical rating organizations rate substantially all our debt. The following table summarizes
our current ratings and outlook by the respective nationally recognized rating agencies.

Rating agency Short-term Senior unsecured debt Outlook Date of last action

Fitch B BB+ Stable September 28, 2016 (a)

Moody’s Not Prime Ba3 Stable October 20, 2015 (b)

S&P B BB+ Stable October 12, 2016 (c)

DBRS R-3 BBB (Low) Stable May 2, 2016 (d)

@ Fitch affirmed our senior unsecured debt rating of BB+, affirmed our short-term rating of B, and maintained a

Stable outlook on September 28, 2016.

(b)Moody's upgraded our senior unsecured debt rating to Ba3 from B1, affirmed our short-term rating of Not Prime,
and changed the outlook to Stable on October 20, 2015. Effective December 1, 2014, we determined to not renew
our contractual arrangement with Moody's related to their providing of our corporate family, senior debt, and
short-term ratings. Notwithstanding this, Moody's has determined to continue to provide these ratings on a
discretionary basis. However, Moody's has no obligation to continue to provide these ratings, and could cease
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doing so at any time.

Standard & Poor's affirmed our senior unsecured debt rating of BB+, affirmed our short-term rating of B, and

changed the outlook from Positive to Stable on October 12, 2016.

) DBRS upgraded our short-term rating to R-3 from R-4, upgraded our senior unsecured debt rating to BBB (Low)
from BB (High), and changed the outlook to Stable on all ratings on May 2, 2016.

Off-balance Sheet Arrangements

Refer to Note 11 to the Consolidated Financial Statements.

Securitization

We are involved in several types of securitization and financing transactions that allow us to diversify funding sources

by converting assets into cash earlier than what would have occurred in the normal course of business. Securitized

assets include consumer and commercial automotive loans, and operating leases. Information regarding our

securitization activities is further described in Note 11 to the Consolidated Financial Statements.

As part of these securitization activities, we sell assets to various securitization entities. In turn, the securitization

entities establish separate trusts to which they transfer the assets in exchange for the proceeds from the sale of

securities issued by the trust. The trusts'

(©)
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activities are generally limited to acquiring the assets, issuing securities, making payments on the securities, and
periodically reporting to the investors.

These securitization entities are separate legal entities that assume the risks and rewards of ownership of the
receivables they hold. The assets of the securitization entities are not available to satisfy our claims or those of our
creditors. In addition, the trusts do not invest in our equity or in the equity of any of our affiliates. Our economic
exposure related to the securitization trusts is generally limited to cash reserves, retained interests, and customary
representation and warranty provisions described in Note 11 to the Consolidated Financial Statements. The trusts have
a limited life and generally terminate upon final distribution of amounts owed to investors or upon exercise of a
cleanup call option by us, as servicer, when the costs of servicing the contracts becomes burdensome.

Certain of these securitization transactions meet the criteria to be accounted for as off-balance sheet arrangements if
we either do not hold a potentially significant economic interest or do not provide servicing or asset management
functions for the financial assets held by the securitization entity. Certain of our securitization transactions do not
meet the required criteria to be accounted for as off-balance sheet arrangements; therefore, they are accounted for as
secured borrowings. As secured borrowings, the underlying automotive finance retail contracts, wholesale loans, and
automotive leases remain on our Consolidated Balance Sheet with the corresponding obligation (consisting of the
beneficial interests issued by the securitization entity) reflected as debt. We recognize interest income on the finance
receivables, automotive leases and loans, and interest expense on the beneficial interests issued by the securitization
entity; and we provide for loan losses on the finance receivables and loans as incurred. At December 31, 2016, and
2015, $65.2 billion and $71.6 billion of our total assets, respectively, were related to secured borrowings. Refer to
Note 16 to the Consolidated Financial Statements for further discussion.

As part of our securitization activities, we typically agree to service the transferred assets for a fee, and we may also
earn other related fees. The amount of the fees earned is disclosed in Note 12 to the Consolidated Financial
Statements. We may also retain a portion of senior and subordinated interests issued by the trusts. Subordinate
interests typically provide credit support to the more highly rated senior interest in a securitization transaction and
may be subject to all or a portion of the first loss position related to the sold assets. For off-balance sheet
arrangements, these interests are reported as investment securities or other assets on our Consolidated Balance Sheet
and are disclosed in Note 8 and Note 14 to the Consolidated Financial Statements. For secured borrowings, retained
interests are not recognized as a separate asset on our Consolidated Balance Sheet.

In October 2014, U.S. regulatory agencies adopted risk retention rules that require sponsors of asset-backed
securitizations, such as Ally, to retain not less than five percent of the credit risk of the assets collateralizing
asset-backed securitizations. Ally Bank has complied with the FDIC’s Safe Harbor Rule requiring it to retain five
percent risk retention in retail automotive loan and lease securitizations. Ally has begun to comply with the new risk
retention rules for automotive asset-backed securitizations, which became effective on December 24, 2016.
Guarantees

Guarantees are defined as contracts or indemnification agreements that contingently require us to make payments to
third parties based on changes in an underlying agreement that is related to a guaranteed party. Our guarantees include
client securities to a clearing broker, standby letters of credit, and certain contract provisions associated with
securitizations, sales, and divestitures. Refer to Note 29 to the Consolidated Financial Statements for more
information regarding our outstanding guarantees to third parties.
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Aggregate Contractual Obligations
The following table provides aggregated information about our outstanding contractual obligations disclosed
elsewhere in our Consolidated Financial Statements.

Less More
December 31, 2016 ($ in millions) Total than1 1-3 years3-5 yearsthan 5
year years
Contractually obligated payments due by period
Long-term debt
Total (a) $55,264 $14,679 $20,903 $9,592 $10,090
Scheduled interest payments for fixed-rate long-term debt 6,151 1,246 1,579 882 2,444
Estimated interest payments for variable-rate long-term debt (b) 4,965 409 691 484 3,381
Estimated net payments under interest rate swap agreements (b) 16 — — 7 9
Lease commitments 240 36 71 58 75
Purchase obligations 111 94 13 4 —
Bank certificates of deposit (c) 31,820 16,210 13,046 2,564 —
Total contractually obligated payments due by period $98,567 $32.674 $36,303 $13,591 $15,999
Total other commitments by expiration period
Lending commitments $2,721 $936  $485 $857 $443

Total long-term debt amount reflects the remaining principal obligation and excludes original issue discount of
(a)$1.3 billion, debt issuance costs of $131 million, and fair value adjustments of $315 million related to fixed-rate
debt designated as a hedged item.
Estimate utilized a forecasted variable interest model, when available, or the applicable variable interest rate as of
(b)the most recent reset date prior to December 31, 2016. For additional information on derivative instruments and
hedging activities, refer to Note 22 to the Consolidated Financial Statements.
(c) Amounts presented exclude unamortized commissions paid to brokers.
The foregoing table does not include our reserves for insurance losses and loss adjustment expenses, which total $149
million at December 31, 2016. While payments due on insurance losses are considered contractual obligations because
they related to insurance policies issued by us, the ultimate amount to be paid and the timing of payment for an
insurance loss is an estimate subject to significant uncertainty. Furthermore the majority of the balance is expected to
be paid out in less than five years.
The following provides a description of the items summarized in the preceding table of contractual obligations.
Long-term Debt
Amounts represent the scheduled maturity of long-term debt at December 31, 2016, assuming that no early
redemptions occur. The maturity of secured debt may vary based on the payment activity of the related secured assets.
The amounts presented are before the effect of any unamortized discount, debt issuance costs, or fair value
adjustment. Refer to Note 16 to the Consolidated Financial Statements for additional information on our debt
obligations. We primarily use interest rate swaps to manage interest rate risk associated with our secured and
unsecured long term debt portfolio. These derivatives are recorded on the balance sheet at fair value. For additional
information on derivatives, refer to Note 22 to the Consolidated Financial Statements.
Lease Commitments
We have obligations under various operating lease arrangements for real property with noncancelable lease terms that
expire after December 31, 2016. Refer to Note 29 to the Consolidated Financial Statements for additional information.
Purchase Obligations
We enter into multiple contractual arrangements for various services. The arrangements represent fixed payment
obligations under our most significant contracts and primarily relate to contracts with information technology
providers. Refer to Note 29 to the Consolidated Financial Statements for additional information.
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Bank Certificates of Deposit

Refer to Note 15 to the Consolidated Financial Statements for additional information.

Lending Commitments

We have outstanding lending commitments with customers. The amounts presented represent the unused portion of
those commitments at December 31, 2016. Refer to Note 29 to the Consolidated Financial Statements for additional
information.
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Critical Accounting Estimates

Accounting policies are integral to understanding our Management's Discussion and Analysis of Financial Condition
and Results of Operations. The preparation of financial statements in accordance with accounting principles generally
accepted in the United States of America (GAAP) requires management to make certain judgments and assumptions,
on the basis of information available at the time of the financial statements, in determining accounting estimates used
in the preparation of these statements. Our significant accounting policies are described in Note 1 to the Consolidated
Financial Statements; critical accounting estimates are described in this section. An accounting estimate is considered
critical if the estimate requires management to make assumptions about matters that were highly uncertain at the time
the accounting estimate was made. If actual results differ from our judgments and assumptions, then it may have an
adverse impact on the results of operations and cash flows. Our management has discussed the development,
selection, and disclosure of these critical accounting estimates with the Audit Committee of the Board, and the Audit
Committee has reviewed our disclosure relating to these estimates.

Allowance for Loan Losses

We maintain an allowance for loan losses (the allowance) to absorb probable loan credit losses inherent in the
held-for-investment portfolio, excluding those loans measured at fair value in accordance with applicable accounting
standards. The allowance is maintained at a level that management considers to be adequate based upon ongoing
quarterly assessments and evaluations of collectability and historical loss experience in our lending portfolio. The
allowance is management's estimate of incurred losses in our lending portfolio and involves significant judgment.
Management performs quarterly analyses of these portfolios to determine if impairment has occurred and to assess the
adequacy of the allowance based on historical and current trends and other factors affecting credit losses. Additions to
the allowance are charged to current period earnings through the provision for loan losses; amounts determined to be
uncollectible are charged directly against the allowance, while amounts recovered on previously charged-off accounts
increase the allowance. Determining the appropriateness of the allowance requires management to exercise significant
judgment about matters that are inherently uncertain, including the timing, frequency, and severity of credit losses that
could materially affect the provision for loan losses and, therefore, net income. The methodology for determining the
amount of the allowance differs between the consumer automotive, consumer mortgage, and commercial portfolio
segments. For additional information regarding our portfolio segments and classes, refer to Note 9 to the Consolidated
Financial Statements. While we attribute portions of the allowance across our lending portfolios, the entire allowance
is available to absorb probable loan losses inherent in our total lending portfolio.

The consumer portfolio segments consist of smaller-balance, homogeneous loans. Excluding certain loans that are
identified as individually impaired, the allowance for each consumer portfolio segment (automotive and mortgage) is
evaluated collectively. The allowance is based on aggregated portfolio segment evaluations that begin with estimates
of incurred losses in each portfolio segment based on various statistical analyses. We leverage statistical models based
on recent loss trends to develop a systematic incurred loss reserve. These statistical loss forecasting models are
utilized to estimate incurred losses and consider several credit quality indicators including, but not limited to,
historical loss experience, current economic conditions, credit scores, and expected loss factors by loan type.
Management believes these factors are relevant to estimate incurred losses and are updated on a quarterly basis in
order to incorporate information reflective of the current economic environment, as changes in these assumptions
could have a significant impact. In order to develop our best estimate of probable incurred losses inherent in the loan
portfolio, management reviews and analyzes the output from the models and may adjust the reserves to take into
consideration environmental, qualitative and other factors that may not be captured in the models. These adjustments
are documented and reviewed through our risk management processes. Management reviews, updates, and validates
its systematic process and loss assumptions on a periodic basis. This process involves an analysis of loss information,
such as a review of loss and credit trends, a retrospective evaluation of actual loss information to loss forecasts, and
other analyses.
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The commercial portfolio segment is primarily composed of larger-balance, nonhomogeneous exposures within our
Automotive Finance operations and Corporate Finance operations. These loans are primarily evaluated individually
and are risk-rated based on borrower, collateral, and industry-specific information that management believes is
relevant in determining the occurrence of a loss event and measuring impairment. A loan is considered impaired when
it is probable that we will be unable to collect all amounts due according to the contractual terms of the loan
agreement based on current information and events. Management establishes specific allowances for commercial
loans determined to be individually impaired based on the present value of expected future cash flows, discounted at
the loans' effective interest rate, observable market price or the fair value of collateral, whichever is determined to be
the most appropriate. Estimated costs to sell the collateral on a discounted basis are included in the impairment
measurement, when appropriate. In addition to the specific allowances for impaired loans, loans that are not identified
as individually impaired are grouped into pools based on similar risk characteristics and collectively evaluated. These
allowances are based on historical loss experience, concentrations, current economic conditions, and performance
trends within specific geographic locations. The commercial historical loss experience is updated quarterly to
incorporate the most recent data reflective of the current economic environment.

The determination of the allowance is influenced by numerous assumptions and many factors that may materially
affect estimates of loss, including volatility of loss given default, probability of default, and rating migration. The
critical assumptions underlying the allowance include: (1) segmentation of each portfolio based on common risk
characteristics; (2) identification and estimation of portfolio indicators and other factors that management believes are
key to estimating incurred credit losses; and (3) evaluation by management of borrower, collateral, and geographic
information. Management monitors the adequacy of the allowance and makes adjustments as the assumptions in the
underlying analyses change to reflect an estimate of incurred loan losses at the reporting date, based on the best
information available at that time. In addition, the allowance related to the commercial portfolio segment is influenced
by estimated recoveries from automotive manufacturers relative to guarantees or agreements with them to repurchase
vehicles used as collateral to secure the loans. If an automotive
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manufacturer is unable to fully honor its obligations, our ultimate loan losses could be higher. To the extent that actual
outcomes differ from our estimates, additional provision for credit losses may be required that would reduce earnings.
Valuation of Automotive Lease Assets and Residuals

We have significant investments in vehicles in our operating lease portfolio. In accounting for operating leases,
management must make a determination at the beginning of the lease contract of the estimated realizable value

(i.e., residual value) of the vehicle at the end of the lease. Residual value represents an estimate of the market value of
the vehicle at the end of the lease term. At contract inception, we determine pricing based on the projected residual
value of the lease vehicle. This evaluation is primarily based on a proprietary model, which includes variables such as
age, expected mileage, seasonality, segment factors, vehicle type, economic indicators, production cycle, automotive
manufacturer incentives, and shifts in used vehicle supply. This internally-generated data is compared against
third-party, independent data for reasonableness. The customer is obligated to make payments during the term of the
lease for the difference between the purchase price and the contract residual value plus a finance charge. However,
since the customer is not obligated to purchase the vehicle at the end of the contract, we are exposed to a risk of loss to
the extent the value of the vehicle is below the residual value estimated at contract inception. Management
periodically performs a detailed review of the estimated realizable value of leased vehicles to assess the
appropriateness of the carrying value of lease assets.

To account for residual risk, we depreciate automotive operating lease assets to expected realizable value on a
straight-line basis over the lease term. The estimated realizable value is initially based on the residual value
established at contract inception. Periodically, we revise the projected value of the lease vehicle at termination based
on current market conditions, and other relevant data points, and adjust depreciation expense appropriately over the
remaining term of the lease. Impairment of operating lease assets is assessed upon the occurrence of a triggering
event. Triggering events are systemic, observed events impacting the used vehicle market such as shocks to oil and
gas prices that may indicate impairment of the operating lease asset. Impairment is determined to exist if the expected
undiscounted cash flows generated from the operating lease assets are less than the carrying value of the operating
lease assets. If the operating lease assets are impaired, they are written down to their fair value as estimated by
discounted cash flows. There were no such impairment charges in 2016, 2015, or 2014.

Our depreciation methodology for operating lease assets considers management's expectation of the value of the
vehicles upon lease termination, which is based on numerous assumptions and factors influencing used vehicle values.
The critical assumptions underlying the estimated carrying value of automotive lease assets include: (1) estimated
market value information obtained and used by management in estimating residual values, (2) proper identification
and estimation of business conditions, (3) our remarketing abilities, and (4) automotive manufacturer vehicle and
marketing programs. Changes in these assumptions could have a significant impact on the value of the lease residuals.
Expected residual values include estimates of payments from automotive manufacturers related to residual support
and risk-sharing agreements, if any. To the extent an automotive manufacturer is not able to fully honor its obligation
relative to these agreements, our depreciation expense would be negatively impacted.

Fair Value of Financial Instruments

We use fair value measurements to record fair value adjustments to certain instruments and to determine fair value
disclosures. Refer to Note 25 to the Consolidated Financial Statements for a description of valuation methodologies
used to measure material assets and liabilities at fair value and details of the valuation models, key inputs to those
models, and significant assumptions utilized. We follow the fair value hierarchy set forth in Note 25 to the
Consolidated Financial Statements in order to prioritize the inputs utilized to measure fair value. We review and
modify, as necessary, our fair value hierarchy classifications on a quarterly basis. As such, there may be
reclassifications between hierarchy levels.

We have numerous internal controls in place to ensure the appropriateness of fair value measurements. Significant fair
value measures are subject to detailed analytics and management review and approval. We have an established model
validation policy and program in place that covers all models used to generate fair value measurements. This model
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validation program ensures a controlled environment is used for the development, implementation, and use of the
models and change procedures. Further, this program uses a risk-based approach to select models to be reviewed and
validated by an independent internal risk group to ensure the models are consistent with their intended use, the logic
within the models is reliable, and the inputs and outputs from these models are appropriate. Additionally, a wide array
of operational controls are in place to ensure the fair value measurements are reasonable, including controls over the
inputs into and the outputs from the fair value measurement models. For example, we backtest the internal
assumptions used within models against actual performance. We also monitor the market for recent trades, market
surveys, or other market information that may be used to benchmark model inputs or outputs. Certain valuations will
also be benchmarked to market indices when appropriate and available. We have scheduled model and/or input
recalibrations that occur on a periodic basis but will recalibrate earlier if significant variances are observed as part of
the backtesting or benchmarking noted above.

Considerable judgment is used in forming conclusions from market observable data used to estimate our Level 2 fair
value measurements and in estimating inputs to our internal valuation models used to estimate our Level 3 fair value
measurements. Level 3 inputs such as interest rate movements, prepayment speeds, credit losses, and discount rates
are inherently difficult to estimate. Changes to these inputs can have a significant effect on fair value measurements.
Accordingly, our estimates of fair value are not necessarily indicative of the amounts that could be realized or would
be paid in a current market exchange.

Legal and Regulatory Reserves

Our legal and regulatory reserves reflect management's best estimate of probable losses on legal and regulatory
matters. As a legal or regulatory matter develops, management, in conjunction with internal and external counsel
handling the matter, evaluates on an ongoing basis
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whether the matter presents a loss contingency that is both probable and estimable. If, at the time of evaluation, the
loss contingency related to a legal or regulatory matter is not both probable and estimable, the matter will continue to
be monitored for further developments that would make the loss contingency both probable and estimable. When the
loss contingency related to a legal or regulatory matter is deemed to be both probable and estimable, we will establish
a liability with respect to the loss contingency and record a corresponding expense. To estimate the probable loss, we
evaluate the individual facts and circumstances of the case including information learned through the discovery
process, rulings on dispositive motions, settlement discussions, our prior history with similar matters and other rulings
by courts, arbitrators or others. The reserves are continuously monitored and updated to reflect the most recent
information related to each matter.

Additionally, in matters for which a loss event is not deemed probable, but rather reasonably possible to occur, we
attempt to estimate a loss or range of loss related to that event, if possible. For these matters, we do not record a
liability. However, if we are able to estimate a loss or range of loss, we disclose this loss, if it is material to our
financial statements. To estimate a range of probable or reasonably possible loss, we evaluate each individual case in
the manner described above. We do not accrue for or disclose matters for which a loss event is deemed remote.

For details regarding the nature of all material contingencies, refer to Note 30 to the Consolidated Financial
Statements.

Determination of Provision for Income Taxes

Our income tax expense, deferred tax assets and liabilities, and reserves for unrecognized tax benefits reflect
management's best assessment of estimated current and future taxes to be paid. We are subject to income taxes
predominantly in the United States. Significant judgments and estimates are required in determining consolidated
income tax expense. Deferred income taxes arise from temporary differences between the tax and financial statement
recognition of revenue and expense. In evaluating our ability to recover our deferred tax assets within the jurisdiction
from which they arise, we consider all available positive and negative evidence, including scheduled reversals of
deferred tax liabilities, projected future taxable income, tax planning strategies, and recent results of operations. In
projecting future taxable income, we begin with historical results adjusted for the results of discontinued operations
and incorporate assumptions about the amount of future state, federal, and foreign pretax operating income. These
assumptions about future taxable income require significant judgment and are consistent with the plans and estimates
we are using to manage the underlying businesses. In evaluating the objective evidence that historical results provide,
we consider three years of cumulative operating income (loss).

As of each reporting date, we consider existing evidence, both positive and negative, that could impact our view with
regard to future realization of deferred tax assets. We continue to believe it is more likely than not that the benefit for
capital loss carryforwards, certain foreign tax credits, state net operating loss carryforwards, and state capital loss
carryforwards will not be realized. In recognition of this risk, we continue to provide a partial valuation allowance on
the deferred tax assets relating to these carryforwards. Finally, as a result of the U.S. tax reserve release discussed in
Note 23 to the Consolidated Financial Statements, we recorded additional capital loss carryforward deferred tax
assets. After assessing the positive and negative evidence surrounding our ability to realize these carryforwards before
expiration, we established a full valuation allowance against these deferred tax assets.

For additional information regarding our provision for income taxes, refer to Note 23 to the Consolidated Financial
Statements.

Recently Issued Accounting Standards

Refer to Note 1 to the Consolidated Financial Statements for further information related to recently adopted and
recently issued accounting standards.
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Statistical Tables

The accompanying supplemental information should be read in conjunction with the more detailed information,
including our Consolidated Financial Statements and the notes thereto, which appears elsewhere in this Annual
Report.

Net Interest Margin Table

The following table presents an analysis of net yield on interest-earning assets (or net interest margin) excluding
discontinued operations for the periods shown.

2016 2015 2014

Interest Interest Interest
Year e.nded. December Average income/Int&f sl /rat‘é‘ VTAEE  income/Intdfisid /rat§ VETAEe  income/Intdfisid/rate
31, ($ in millions) balance (a) alance (a) alance (a)

expense expense expense
Assets
Interest-bearing cash ¢ (57 ¢ 14 0539 $3700  §38 022 % $4328 $8 0.18 %
and cash equivalents
Federal funds sold and
securities purchased 1 — — 2 — — — — —
under resale agreements
ig)ve“mem securilies 48255 411 225 17,643 381 216 16594 367 221
Loans held-for-sale, net 9 — — 884 40 4.52 16 1 6.25

Finance receivables and
loans, net (c¢) (d)
Investment in operating

113,140 5,162 4.56 104,294 4,570 4.38 100,148 4,457 4.45

13,791 942 6.83 18,058 1,149 6.36 18,789 1,325 7.05
leases, net (e)
Other earning assets 864 7 0.81 — — — — — —
zs‘;ﬁlslntereSt'earnlng 148717 6,536 439 144583 6,148 425 139875 6,158  4.40
Noninterest-bearing
cash and cash 1,412 1,522 1,610
equivalents
Other assets (f) 8,291 8,567 9,810
Allowance for loan
losses (1,095 ) (985 ) (1,173 )
Total assets $157,325 $153,687 $150,122
Liabilities
ﬁ’;ﬁfﬁff:;earmg deposit 77515 $830 114 % $62,086 $7I8 116 % $55.838 $664  1.19 %

Short-term borrowings 6,161 57 0.93 6,289 49 0.78 6,308 52 0.82
Long-term debt (d) 59,792 1,742 291 66,100 1,662 2.51 67,881 2,067 3.05
Totalinterest-bearing 130 460 2629 190 134475 2429 181 130027 2783  2.14
liabilities

Noninterest-bearing

deposit liabilities 94 85 69

Total funding 138,562 2,629 190 134560 2429 181 130,096 2783  2.14
sources (f)
Other liabilities (f) 5,090 4,302 5231
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Total liabilities 143,652 138,862 135,327
Total equity 13,673 14,825 14,795
Total liabilities and ¢ 57 35 $153.687 $150,122
equity
Net financing revenue
and other interest $ 3,907 $ 3,719 $ 3,375
income
Net interest spread (g) 2.49 % 2.44 % 2.26 %
Net yield on
interest-earning assets 2.63 % 2.57 % 241 %
(h)
(a) Average balances are calculated using a combination of monthly and daily average methodologies.

Amounts for the years ended December 31, 2015, and 2014, were adjusted to include previously excluded equity

investments with an average balance of $941 million and $865 million at December 31, 2015, and 2014,
(b)respectively, and related income on equity investments of $25 million and $20 million during the years ended
December 31, 2015, and 2014, respectively. Yields on available-for-sale debt securities are based on fair value as
opposed to amortized cost. Yields on held-to-maturity securities are based on amortized cost.
© Nonperforming finance receivables and loans are included in the average balances. For information on our

accounting policies regarding nonperforming status, refer to Note 1 to the Consolidated Financial Statements.
(d)Includes the effects of derivative financial instruments designated as hedges.

Includes gains on sale of $213 million, $351 million, $433 million, for the years ended December 31, 2016,
(e) 2015, and 2014, respectively. Excluding these gains on sale, the annualized yield would be 5.29%, 4.42%,
and 4.75% at December 31, 2016, 2015, and 2014, respectively.

() Includes average balances of assets of discontinued operations for the year ended December 31, 2014.

Net interest spread represents the difference between the rate on total interest-earning assets and the rate on total
(&) interest-bearing liabilities.
Net yield on interest-earning assets represents net financing revenue and other interest income as a percentage of
total interest-earning assets.

(h)
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The following table presents an analysis of the changes in net financing revenue and other interest income, volume,
and rate.

2016 vs. 2015 2015 vs. 2014

(Decrease) increase due Increase (decrease) due

to (a) to (a)
Year ended December 31, ($ in millions) VolumeéYield/rate Total Volun¥ield/rate Total
Assets
Interest-bearing cash and cash equivalents $2 )$ 8 $6 $— $ — $—
Investment securities 13 17 30 23 (9 ) 14
Loans held-for-sale, net 40 ) — 40 )39 — 39
Finance receivables and loans, net 388 204 592 184 (71 ) 113
Investment in operating leases, net (272 ) 65 07) (51) (125 ) (176)
Other earning assets 7 — 7 — — —
Total interest-earning assets 388 (10 )
Liabilities
Interest-bearing deposit liabilities $121 $ 9 ) $112 $72 $ (18 ) $54
Short-term borrowings 1 H9 8 — (3 ) 3 )
Long-term debt (159 ) 239 80 (53) (352 ) (405)
Total interest-bearing liabilities 200 (354)
Net financing revenue and other interest income $188 $344
@ Changes in interest not solely due to volume or yield/rate are allocated in proportion to the absolute dollar amount

of change in volume and yield/rate.
Outstanding Finance Receivables and Loans
The following table presents the composition of our on-balance sheet finance receivables and loans.

December 31, ($ in millions) 2016 2015 2014 2013 2012
Consumer

Consumer automotive $65,793 $64,292 $56,570 $56,417 $53,715
Consumer mortgage

Mortgage Finance 8,294 6,413 3,504 3,295 3,795
Mortgage — Legacy 2,756 3,360 3,970 5,149 6,026
Total consumer mortgage 11,050 9,773 7474 8,444 9,821
Total consumer 76,843 74,065 64,044 64,861 63,536
Commercial

Commercial and industrial

Automotive 35,041 31,469 30,871 30,948 30,270
Other 3,248 2,640 1,882 1,664 2,697
Commercial real estate

Automotive 3,812 3,426 3,151 2,855 2,552
Total commercial loans 42,101 37,535 35,904 35,467 35,519
Total finance receivables and loans $118,944 $111,600 $99,948 $100,328 $99,055
Loans held-for-sale $— $105 $2,003 $35 $2,576
83
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Nonperforming Assets
The following table summarizes the nonperforming assets in our on-balance sheet portfolio.

December 31, ($ in millions) 2016 2015 2014 2013 2012
Consumer

Consumer automotive $598 $475 $386 $329 $260
Consumer mortgage

Mortgage Finance 10 15 19 7 10
Mortgage — Legacy 89 113 158 185 372
Total consumer mortgage 99 128 177 192 382
Total consumer (a) 697 603 563 521 642
Commercial

Commercial and industrial

Automotive 33 25 32 116 146
Other 84 44 46 74 33
Commercial real estate

Automotive 5 8 4 14 37
Total commercial (b) 122 77 82 204 216
Total nonperforming finance receivables and loans 819 680 645 725 858
Foreclosed properties 13 10 10 10 8
Repossessed assets (c) 135 122 90 101 62
Total nonperforming assets $967 $812 $745 $836 $928
Loans held-for-sale $— $— $8 $9 $25

Interest revenue that would have been accrued on total consumer finance receivables and loans at original
(a)contractual rates was $61 million during the year ended December 31, 2016. Interest income recorded for these

loans was $24 million during the year ended December 31, 2016.

Interest revenue that would have been accrued on total commercial finance receivables and loans at original
(b)contractual rates was $8 million during the year ended December 31, 2016. Interest income recorded for these
loans was $3 million during the year ended December 31, 2016.
© Repossessed assets exclude $8 million, $8 million, $7 million, $7 million, and $3 million of repossessed operating

lease assets at December 31, 2016, 2015, 2014, 2013, and 2012, respectively.

Accruing Finance Receivables and Loans Past Due 90 Days or More

The following table presents our on-balance sheet accruing loans past due 90 days or more as to principal and interest.
December 31, ($ in millions) 2016 2015 2014 2013 2012

Consumer automotive $ 3 3$ 3$—9% —

Consumer mortgage

Mortgage Finance —_ = —

Mortgage — Legacy — — — 1 1
Total accruing finance receivables and loans past due 90 daysormore (a) $ —$ —-$ $1 §$ 1
Loans held-for-sale $ 35 -3 4$ $ —
There were no commercial on-balance sheet accruing loans past due 90 days or more as of December 31,

@) 2016, 2015, 2014, 2013, and 2012.
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Allowance for Loan Losses
The following table presents an analysis of the activity in the allowance for loan losses on finance receivables and
loans.

($ in millions) 2016 2015 2014 2013 2012
Balance at January 1, $1,054 $977 $1,208 $1,170 $1,503
Charge-offs (a) (1,142 ) (892 ) (776 ) (737 ) (776 )
Recoveries 341 283 239 265 302

Net charge-offs (801 ) (609 ) (537 ) @72 ) @474 )
Provision for loan losses 917 707 457 501 329
Other (b) 26 ) (2l ) (151 )9 (188 )

Balance at December 31, $1,144 $1,054 $977 $1,208 $1,170

Represents the amount of the gross carrying value directly written-off. For consumer and commercial loans, the

loss from a charge-off is measured as the difference between the gross carrying value of a loan and the fair value of

the collateral, less costs to sell. Refer to Note 1 to the Consolidated Financial Statements for more information

regarding our charge-off policies.

Primarily related to the transfer of finance receivables and loans from held-for-investment to held-for-sale. Also

(b)includes provision for loan losses relating to discontinued operations of $65 million for the year ended December
31, 2012.

Allowance for Loan Losses by Type

The following table summarizes the allocation of the allowance for loan losses by product type.

(a)

2016 2015 2014 2013 2012

December 31, ($ in millions) Amounf[% of Amoun(t% of AmogﬁtOf Amoun(t% of Amoun(t% of

total total total total total
Consumer
Consumer automotive $932 814 $834 79.1 $68570.1 $673 55.7 $575 49.2
Consumer mortgage
Mortgage Finance 11 1.0 16 1.5 10 1.0 10 0.8 22 1.9
Mortgage — Legacy 80 7.0 98 9.3 142 14.6 379 314 430 36.7
Total consumer mortgage 91 8.0 114 10.8 152 15.6 380 322 452  38.6
Total consumer loans 1,023 894 948 899 837 85.7 1,062 87.9 1,027 87.8
Commercial
Commercial and industrial
Automotive 32 2.8 29 2.8 65 6.7 67 5.6 55 4.7
Other 64 5.6 53 5.0 42 4.2 50 4.1 48 4.1
Commercial real estate
Automotive 25 2.2 24 2.3 33 34 29 2.4 40 3.4
Total commercial loans 121  10.6 106 10.1 140 14.3 146  12.1 143 12.2
Total allowance for loan losses $1,144100.0 $1,054100.0 $977100.0 $1,208100.0 $1,170100.0
Deposit Liabilities
The following table presents the average balances and interest rates paid for types of domestic deposits.

2016 2015 2014

Average Average Average Average Average Average

Year ended December 31, (§ in millions) balance (aleposit rate balance (aleposit rate balance (aleposit rate

Domestic deposits
Noninterest-bearing deposits $94 — % $85 — % $69 — %
Interest-bearing deposits
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Savings and money market checking accounts 42,040 0.96
Certificates of deposit 30,275 1.39
Dealer deposits 200 4.16
Total domestic deposit liabilities $72,609 1.14

31,608 0.91
30,212 1.39
266 3.73
$62,171 1.15

24,296 0.82
31,153 1.44
389 3.79
$55,907 1.19

(a) Average balances are calculated using a combination of monthly and daily average methodologies.
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The following table presents the amount of certificates of deposit in denominations of $100 thousand or more
segregated by time remaining until maturity.
Over three months Over six months

December 31, 2016 ($ in millions) Three months through through Over Total
or less . twelve months
six months twelve months
Certificates of deposit ($100,000 or more) $ 1,721 $ 1,594 $ 3,665 $ 5,077 $12,057
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Item 7A. Quantitative and Qualitative Disclosures about Market Risk
Refer to the Market Risk Management section of Item 7, Management's Discussion and Analysis.

87

157



Edgar Filing: Ally Financial Inc. - Form 10-K

Table of Contents
Management's Report on Internal Control over Financial Reporting
Ally Financial Inc. * Form 10-K

4Item 8. Financial Statements and Supplementary Data

Ally management is responsible for establishing and maintaining effective internal control over financial reporting.
The Company's internal control over financial reporting is a process designed under the supervision of the Company's
Chief Executive Officer and Chief Financial Officer to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of published financial statements in accordance with generally accepted
accounting principles.

The Company's internal control over financial reporting includes policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the Company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of the Consolidated Financial Statements in conformity with generally accepted accounting principles, and
that receipts and expenditures of the Company are being made only in accordance with authorizations of management
and directors of the Company; and (3) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the Company's assets that could have a material effect on the
Consolidated Financial Statements.

Because of its inherent limitations, internal control over financial reporting can provide only reasonable assurance and
may not prevent or detect misstatements. Further, projections of any evaluation of effectiveness to future periods are
subject to the risk that controls may become inadequate because of changes in conditions or that the degree of
compliance with the policies or procedures may deteriorate.

Management conducted, under the supervision of the Company's Chief Executive Officer and Chief Financial Officer,
an evaluation of the effectiveness of the Company's internal control over financial reporting based on the framework
in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the
Treadway Commission, commonly referred to as the “COSO” criteria.

Based on the assessment performed, management concluded that at December 31, 2016, Ally's internal control over
financial reporting was effective based on the COSO criteria.

The independent registered public accounting firm, Deloitte & Touche LLP, has audited the Consolidated Financial
Statements of Ally and has issued an attestation report on our internal control over financial reporting at December 31,
2016, as stated in its report, which is included herein.

/S/ JEFFREY J. BROWN  /S/ CHRISTOPHER A. HALMY

Jeffrey J. Brown Christopher A. Halmy
Chief Executive Officer Chief Financial Officer
February 27, 2017 February 27, 2017
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To the Board of Directors and Shareholders of Ally Financial Inc.:

We have audited the accompanying Consolidated Balance Sheets of Ally Financial Inc. and subsidiaries (the
“Company”) as of December 31, 2016 and 2015, and the related Consolidated Statements of Income, Comprehensive
Income, Changes in Equity, and Cash Flows for each of the three years in the period ended December 31, 2016. These
financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of
the Company at December 31, 2016 and 2015, and the results of its operations and its cash flows for each of the three
years in the period ended December 31, 2016, in conformity with accounting principles generally accepted in the
United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board

(United States), the Company's internal control over financial reporting as of December 31, 2016, based on criteria
established in Internal Control—Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of
the Treadway Commission, and our report dated February 27, 2017, expressed an unqualified opinion on the
Company's internal control over financial reporting.

/S/ DELOITTE & TOUCHE LLP

Deloitte & Touche LLP

Detroit, Michigan
February 27, 2017
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To the Board of Directors and Shareholders of Ally Financial Inc.:

We have audited the internal control over financial reporting of Ally Financial Inc. and subsidiaries (the “Company”) as
of December 31, 2016, based on criteria established in Internal Control—Integrated Framework (2013) issued by the
Committee of Sponsoring Organizations of the Treadway Commission. The Company's management is responsible
for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal
control over financial reporting, included in the accompanying Management's Report on Internal Control over
Financial Reporting. Our responsibility is to express an opinion on the Company's internal control over financial
reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining
an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing
and evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing
such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion.

A company's internal control over financial reporting is a process designed by, or under the supervision of, the
company's principal executive and principal financial officers, or persons performing similar functions, and effected
by the company's board of directors, management, and other personnel to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company's internal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations
of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on
the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or
improper management override of controls, material misstatements due to error or fraud may not be prevented or
detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal control over
financial reporting to future periods are subject to the risk that the controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as
of December 31, 2016, based on the criteria established in Internal Control—Integrated Framework (2013) issued by the
Committee of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board

(United States), the consolidated financial statements as of and for the year ended December 31, 2016, of the
Company and our report dated February 27, 2017, expressed an unqualified opinion on those consolidated financial
statements.

/S/ DELOITTE & TOUCHE LLP

Deloitte & Touche LLP

Detroit, Michigan
February 27, 2017
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Year ended December 31, ($ in millions)
Financing revenue and other interest income
Interest and fees on finance receivables and loans
Interest on loans held-for-sale

Interest and dividends on investment securities and other earning assets

Interest on cash and cash equivalents

Operating leases

Total financing revenue and other interest income
Interest expense

Interest on deposits

Interest on short-term borrowings

Interest on long-term debt

Total interest expense

Net depreciation expense on operating lease assets
Net financing revenue and other interest income
Other revenue

Insurance premiums and service revenue earned
Gain on mortgage and automotive loans, net
Loss on extinguishment of debt

Other gain on investments, net

Other income, net of losses

Total other revenue

Total net revenue

Provision for loan losses

Noninterest expense

Compensation and benefits expense

Insurance losses and loss adjustment expenses
Other operating expenses

Total noninterest expense

Income from continuing operations before income tax expense

Income tax expense from continuing operations
Net income from continuing operations

(Loss) income from discontinued operations, net of tax

Net income
Statement continues on the next page.

2016

$5,162
418

14
2,711
8,305

830
57
1,742
2,629
1,769
3,907

945
11

©
185
394
1,530
5,437
917

992
342
1,605
2,939
1,581
470
1111
(44
$1,067

2015

$4,570
40

381

8
3,398
8,397

718
49
1,662
2,429
2,249
3,719

940
45

) (357
155
359
1,142
4,861
707

963
293
1,505
2,761
1,393
496
897

) 392
$1,289

2014

$4,457
1

367

8
3,558
8,391

664
52
2,067
2,783
2,233
3,375

979
7
) (202

181
311
1,276
4,651
457

947
410
1,591
2,948
1,246
321
925
225
$1,150

The Notes to the Consolidated Financial Statements are an integral part of these statements.
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Year ended December 31, (in dollars) (a)

Basic earnings per common share

Net income (loss) from continuing operations

(Loss) income from discontinued operations, net of tax
Net income (loss)

Diluted earnings per common share

Net income (loss) income from continuing operations
(Loss) income from discontinued operations, net of tax
Net income (loss)

Cash dividends per common share

(a)

unrounded numbers.

2016 2015 2014

$2.25 $(3.47) $1.36
(0.09 ) 0.81 0.47
$2.15 $(2.66) $1.83

$2.24 $(3.47) $1.36

(0.09 ) 0.81 0.47
$2.15 $(2.66) $1.83
$0.16 $—  $—

Figures in the table may not recalculate exactly due to rounding. Earnings per share is calculated based on

Refer to Note 20 to the Consolidated Financial Statements for additional earnings per share information, including the
impact of preferred stock dividends recognized in connection with the redemption of the Series G Preferred Stock and
the repurchases of the Series A Preferred Stock. The Notes to the Consolidated Financial Statements are an integral

part of these statements.
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Year ended December 31, ($ in millions) 2016 2015 2014
Net income $1,067 $1,289 $1,150
Other comprehensive (loss) income, net of tax

Investment securities

Net unrealized gains (losses) arising during the period 33 (39 ) 415
Less: Net realized gains reclassified to net income 147 99 167

Net change (114 ) (138 ) 248
Translation adjustments

Net unrealized gains (losses) arising during the period 3 26 )7 )
Less: Net realized (losses) gains reclassified to net income (1 ) 22 20

Net change 4 48 ) @37 )
Net investment hedges

Net unrealized gains arising during the period 1 18 8

Less: Net realized losses reclassified to net income — A3 ) —

Net change 1 21 8
Translation adjustments and net investment hedges, net change 5 27 H)YR9 )
Cash flow hedges

Net unrealized gains arising during the period — 1 2
Defined benefit pension plans

Net unrealized losses arising during the period A3 ) — (15 )
Less: Net realized (losses) gains reclassified to net income 2 ) 1 4 )
Net change (1 ) (1 ) (11 )
Other comprehensive (loss) income, net of tax (110 ) (165 ) 210
Comprehensive income $957 $1,124 $1,360

The Notes to the Consolidated Financial Statements are an integral part of these statements.
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December 31, ($ in millions, except share data) 2016 2015
Assets

Cash and cash equivalents

Noninterest-bearing $1,547 $2,148
Interest-bearing 4,387 4,232
Total cash and cash equivalents 5,934 6,380

Available-for-sale securities (refer to Note 8 for discussion of investment securities pledged as

collateral) 18,926 17,157

Held-to-maturity securities 839 —
Loans held-for-sale, net — 105
Finance receivables and loans, net

Finance receivables and loans, net of unearned income 118,944 111,600
Allowance for loan losses (1,144 ) (1,054 )
Total finance receivables and loans, net 117,800 110,546
Investment in operating leases, net 11,470 16,271
Premiums receivable and other insurance assets 1,905 1,801
Other assets 6,854 6,321
Total assets $163,728 $158,581
Liabilities

Deposit liabilities

Noninterest-bearing $84 $89
Interest-bearing 78,938 66,389
Total deposit liabilities 79,022 66,478
Short-term borrowings 12,673 8,101
Long-term debt 54,128 66,234
Interest payable 351 350
Unearned insurance premiums and service revenue 2,500 2,434
Accrued expenses and other liabilities 1,737 1,545
Total liabilities 150,411 145,142
Commitments and contingencies (refer to Note 29 and Note 30)

Equity

Common stock and paid-in capital ($0.01 par value, shares authorized 1,100,000,000; issued

485,707,644 and 482,790,696; and outstanding 467,000,306 and 481,980,111) 21,166 21,100

Preferred stock — 696
Accumulated deficit (7,151 ) (8,110 )
Accumulated other comprehensive loss (341 ) (231 )
Treasury stock, at cost (18,707,338 and 810,585 shares) (357 ) (16 )
Total equity 13,317 13,439
Total liabilities and equity $163,728 $158,581

The Notes to the Consolidated Financial Statements are an integral part of these statements.
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The assets of consolidated variable interest entities, presented based upon the legal transfer of the underlying assets in
order to reflect legal ownership, that can be used only to settle obligations of the consolidated variable interest entities
and the liabilities of these entities for which creditors (or beneficial interest holders) do not have recourse to our
general credit were as follows.

December 31, ($ in millions) 2016 2015

Assets

Finance receivables and loans, net

Finance receivables and loans, net of unearned income $24,630 $27,929

Allowance for loan losses (173 ) (196 )
Total finance receivables and loans, net 24,457 27,733
Investment in operating leases, net 1,745 4,791
Other assets 1,390 1,624
Total assets $27,592 $34,148
Liabilities

Long-term debt $13,259 $20,267
Accrued expenses and other liabilities 12 22

Total liabilities $13,271 $20,289

The Notes to the Consolidated Financial Statements are an integral part of these statements.
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Common
stock Accumulated
S Preferred Accumulated other Treasury Total
($ in millions) and L. . .
L stock deficit comprehensivestock  equity

paid-in loss

capital
Balance at January 1, 2014 $20,939 $1,255 $(7,710 ) $ 276 ) $— $14,208
Net income 1,150 1,150
Preferred stock dividends (268 ) 268 )
Share-based compensation 99 99
Other comprehensive income 210 210
Balance at December 31, 2014 $21,038 $1,255 $(6,828 ) $ (66 ) — $15,399
Net income 1,289 1,289
Preferred stock dividends (2,571 ) (a) 2,571 )
Series A preferred stock repurchase 325 ) 325 )
Series G preferred stock redemption 234 ) 234 )
Share-based compensation 62 62
Other comprehensive loss (165 ) (165 )
Share repurchases related to employee 16 ) (16 )
stock-based compensation awards
Balance at December 31, 2015 $21,100 $696  $(8,110 ) $ (231 ) $(6 ) $13.439
Net income 1,067 1,067
Preferred stock dividends (30 ) (30 )
Series A preferred stock repurchase (696 ) (696 )
Share-based compensation 66 66
Other comprehensive loss (110 ) (110 )
Common stock repurchases (b) (341 ) (341 )
Common stock dividends ($0.16 per share) (78 ) (78 )
Balance at December 31, 2016 $21,166 $— $(7,151 ) $ (341 ) $(357) $13,317

Preferred stock dividends include $2,364 million recognized in connection with the partial redemption of the Series
G Preferred Stock and the repurchase of the Series A Preferred Stock. These dividends represent an additional
return to preferred shareholders calculated as the excess consideration paid over the carrying amount derecognized.
Refer to Note 18 to the Consolidated Financial Statements for additional preferred stock information.

(b)Includes shares repurchased related to employee stock-based compensation awards.

The Notes to the Consolidated Financial Statements are an integral part of these statements.

(a)
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Year ended December 31, ($ in millions)

Operating activities

Net income

Reconciliation of net income to net cash provided by operating activities
Depreciation and amortization

Provision for loan losses

Gain on mortgage and automotive loans, net

Other gain on investments, net

Loss on extinguishment of debt

Originations and purchases of loans held-for-sale

Proceeds from sales and repayments of loans originated as held-for-sale
Impairment and settlement related to Residential Capital, LLC

(Gain) loss on sale of subsidiaries, net

Net change in

Deferred income taxes

Interest payable

Other assets

Other liabilities

Other, net

Net cash provided by operating activities

Investing activities

Purchases of available-for-sale securities

Proceeds from sales of available-for-sale securities

Proceeds from maturities and repayment of available-for-sale securities
Purchases of held-to-maturity securities

Purchases of loans held-for-investment

Proceeds from sales of finance receivables and loans originated as held-for-investment

Originations and repayments of loans held-for-investment and other, net
Purchases of operating lease assets

Disposals of operating lease assets

Acquisitions, net of cash acquired

Proceeds from sale of business unit, net (a)

Net change in restricted cash

Net change in nonmarketable equity investments

Other, net

Net cash used in investing activities

Statement continues on the next page.

2016 2015 2014
$1,067 $1,289 $1,150

2,382 2,801 2,936
917 707 457

ar Hya@ Ha@ )
(185 ) (155 ) (181 )
5 357 202
141 ) (1,770 ) —

240 1,658 62

— — (150 )
— 452 )7

458 565 117

1 (127 ) (411
(120 ) 526 (132
(206 ) (247 ) (400
160 4 (247
4,567 5,111 3,403

~— N N

(16,031) (12,250) (5,417 )
11,036 6,874 4,260
3,379 4,255 2,657
841 ) — —
(3,859 ) (4,501 ) (877 )
4,285 3,197 2,592
(8,826 ) (9,344 ) (4,147 )
(3,274 ) (4,685 ) (9,884 )
6,304 5,546 5,860
309 ) — —

— 1,049 47

392 264 1,625
(628 ) (147 ) 66
312 ) S ) 6
(8,684 ) (9,747 ) (3,212)

The Notes to the Consolidated Financial Statements are an integral part of these statements.
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Year ended December 31, ($ in millions)

Financing activities

Net change in short-term borrowings

Net increase in deposits

Proceeds from issuance of long-term debt
Repayments of long-term debt

Repurchase and redemption of preferred stock
Repurchases of common stock

Dividends paid

Net cash provided by (used in) financing activities
Effect of exchange-rate changes on cash and cash equivalents
Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Supplemental disclosures

Cash paid for

Interest

Income taxes

Noncash items

Finance receivables and loans transferred to loans held-for-sale
Other disclosures

Proceeds from repayments of mortgage loans held-for-investment originally designated as

held-for-sale

@) Consolidated Statement of Cash Flows.

The Notes to the Consolidated Financial Statements are an integral part of these statements.
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2016 2015 2014

4,564 1,028 (1,494)
12,508 8,247 4,851
14,155 30,665 27,192
(26,412 (31,350 (30,426)
(696 ) (559 ) —

341 ) a6 ) —
(108 ) (2,571 ) (268 )
3,670 5444 (145 )
1 “4 Hd )
(446 ) 804 45
6,380 5,576 5,531
$5,934 $6,380 $5,576

$2,647 $2,632 $3,090
19 96 8

4,282 1,311 4,631

40 68 38

Cash flows of discontinued operations are reflected within operating, investing, and financing activities in the
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1. Description of Business, Basis of Presentation, and Changes in Significant Accounting Policies

Ally Financial Inc. (together with its consolidated subsidiaries unless the context requires otherwise, Ally, the
Company, or we, us, or our) is a leading digital financial services company offering diversified financial products for
consumers, businesses, automotive dealers and corporate clients. Our legacy dates back to 1919, and Ally was
redesigned in 2009 with a distinctive brand and relentless focus on our customers. We reconverted to a Delaware
corporation in 2009 and are registered as a bank holding company (BHC) under the Bank Holding Company Act of
1956 as amended (the BHC Act) and a financial holding company (FHC) under the Gramm-Leach-Bliley Act of 1999
as amended (the GLB Act). Our banking subsidiary, Ally Bank, is an award-winning online bank, and an indirect,
wholly-owned subsidiary of Ally Financial Inc., offering a variety of deposit and other banking products.
Consolidation and Basis of Presentation

The Consolidated Financial Statements include the accounts of the parent and its consolidated subsidiaries, to which it
is deemed to possess control, after eliminating intercompany balances and transactions, and include all variable
interest entities (VIEs) in which we are the primary beneficiary. Other entities in which we have invested and have the
ability to exercise significant influence over operating and financial policies of the investee, but upon which we do not
possess control, are accounted for by the equity method of accounting within the financial statements and they are
therefore not consolidated. Refer to Note 11 to the Consolidated Financial Statements for further details on our VIEs.
Our accounting and reporting policies conform to accounting principles generally accepted in the United States of
America (GAAP). Additionally, where applicable, the policies conform to the accounting and reporting guidelines
prescribed by bank regulatory authorities. Certain reclassifications may have been made to the prior periods’ financial
statements and notes to conform to the current period’s presentation, which did not have a material impact on our
Consolidated Financial Statements.

In the past, we have operated our international subsidiaries in a similar manner as we operate in the United States of
America (U.S. or United States), subject to local laws or other circumstances that may cause us to modify our
procedures accordingly. The financial statements of subsidiaries that operate outside of the United States generally are
measured using the local currency as the functional currency. All assets and liabilities of foreign subsidiaries are
translated into U.S. dollars at year-end exchange rates. The resulting translation adjustments are recorded in
accumulated other comprehensive income until the foreign subsidiaries are sold or substantially liquidated at which
point the accumulated translation adjustments are recognized directly in earnings as part of the gain or loss on sale or
liquidation. Income and expense items are translated at average exchange rates prevailing during the reporting period.
The majority of our international operations have ceased and are included in discontinued operations.

Use of Estimates and Assumptions

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and that affect income and expenses during the reporting period and related
disclosures. In developing the estimates and assumptions, management uses all available evidence; however, actual
results could differ because of uncertainties associated with estimating the amounts, timing, and likelihood of possible
outcomes. Our most significant estimates pertain to the allowance for loan losses, valuations of automotive lease
assets and residuals, fair value of financial instruments, legal and regulatory reserves, and the determination of the
provision for income taxes.

Significant Accounting Policies

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, cash on deposit at other financial institutions, cash items in process
of collection, and certain highly liquid investments with maturities of three months or less from the date of purchase.
Cash and cash equivalents that have restrictions on our ability to withdraw the funds are included in other assets on
our Consolidated Balance Sheet. The book value of cash equivalents approximates fair value because of the short
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maturities of these instruments and the insignificant risk they present to changes in value with respect to changes in
interest rates. Certain securities with original maturities of three months or less from the date of purchase that are held
as a portion of longer-term investment portfolios, primarily held by our Insurance operations, are classified as
investment securities.

Investments

Our portfolio of investments includes various debt and marketable equity securities and nonmarketable equity
investments. Debt and marketable equity securities are classified based on management’s intent to sell or hold the
security. We classify debt securities as held-to-maturity only when we have both the intent and ability to hold the
securities to maturity. We classify debt and marketable equity securities as trading when the securities are acquired for
the purpose of selling or holding them for a short period of time. Securities not classified as either held-to-maturity or
trading are classified as available-for-sale.

Our debt and marketable equity securities include government securities, corporate bonds, asset-backed securities
(ABS), mortgage-backed securities (MBS), equity securities and other investments. Our portfolio includes securities
classified as available-for-sale and held-to-maturity. Our available-for-sale securities are carried at fair value with
unrealized gains and losses included in accumulated other comprehensive income or loss and are subject to
impairment. Our held-to-maturity securities are carried at amortized cost and are subject to impairment.

We amortize premiums and discounts on debt securities as an adjustment to investment yield generally over the stated
maturity of the security. For ABS and MBS where prepayments can be reasonably estimated, amortization is adjusted
for expected prepayments.
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Additionally, we assess our debt and marketable equity securities for potential other-than-temporary impairment. We
employ a methodology that considers available evidence in evaluating potential other-than-temporary impairment of
our debt and marketable equity securities classified as available-for-sale and held-to-maturity. If the cost of an
investment exceeds its fair value, we evaluate, among other factors, the magnitude and duration of the decline in fair
value. We also evaluate the financial health of and business outlook for the issuer, the performance of the underlying
assets for interests in securitized assets, and, for securities classified as available-for-sale, our intent and ability to hold
the investment through recovery of its amortized cost basis.

Once a decline in fair value of a debt security is determined to be other-than-temporary, an impairment charge for the
credit component is recorded to other gain (loss) on investments, net, in our Consolidated Statement of Income, and a
new cost basis in the investment is established. The noncredit loss component of a debt security is recorded in other
comprehensive income (loss) when we do not intend to sell the security and it is not more likely than not that we will
have to sell the security prior to the security's anticipated recovery. The credit and noncredit loss components are
recorded in earnings when we intend to sell the security or it is more likely than not that we will have to sell the
security prior to the security’s anticipated recovery. Unrealized losses that we have determined to be
other-than-temporary on equity securities are recorded to other gain (loss) on investments, net in our Consolidated
Statement of Income. Subsequent increases and decreases to the fair value of available-for-sale debt and equity
securities are included in other comprehensive income (loss), so long as they are not attributable to another
other-than-temporary impairment.

Realized gains and losses on investment securities are reported in other gain (loss) on investments, net, and are
determined using the specific identification method. For information on our debt and marketable equity securities,
refer to Note 8 to the Consolidated Financial Statements.

In addition to our investments in debt and marketable equity securities, we hold equity positions in other entities.
These positions include Federal Home Loan Bank (FHLB) and Federal Reserve Bank (FRB) stock held to meet
regulatory requirements, other equity investments that are not publicly traded and do not have a readily determinable
fair value, equity investments in low income housing tax credits, and Community Reinvestment Act (CRA) equity
investments, which are also not publicly traded and do not have a readily determinable fair value. Our investments in
FHLB and FRB stock and other equity investments are accounted for using the cost method of accounting. Our low
income housing tax credit investments are accounted for using the proportional amortization method of accounting for
qualified affordable housing investments. Our obligations related to unfunded commitments for our low income
housing tax credit investments are reported in other liabilities. Our CRA investments are accounted for using the
equity method of accounting. Our FHLB and FRB stock and other equity investments carried at cost are included in
nonmarketable equity investments in other assets. Our investments in low income housing tax credits and CRA are
also included in other assets. As conditions warrant, we review our investments for impairment and will adjust the
carrying value of the investment if it is deemed to be impaired. No impairment was recognized in 2016 or 2015. For
more information on our nonmarketable equity investments, refer to Note 25 to the Consolidated Financial
Statements.

Finance Receivables and Loans

Finance receivables and loans are reported at their gross carrying value, which includes the principal amount
outstanding, net of unamortized deferred fees and costs on originated loans, unamortized premiums and discounts on
purchased loans, unamortized basis adjustments arising from the designation of finance receivables and loans as the
hedged item in qualifying fair value hedge relationships, and cumulative principal charge-offs. We refer to the gross
carrying value less the allowance for loan loss as the net carrying value in finance receivables and loans. Unearned
rate support received from an automotive manufacturer on certain automotive loans, deferred origination fees and
costs, and premiums and discounts on purchased loans, are amortized over the contractual life of the related finance
receivable or loan using the effective interest method. We make various incentive payments for consumer automotive
loan originations to automotive dealers and account for these payments as direct loan origination costs. Additionally,
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we make incentive payments to certain commercial automobile wholesale borrowers and account for these payments
as a reduction to interest income in the period they are earned. Loan commitment fees are generally deferred and
amortized over the commitment period. For information on finance receivables and loans, refer to Note 9 to the
Consolidated Financial Statements.

We initially classify finance receivables and loans as either loans held-for-sale or loans held-for-investment based on
management's assessment of our intent and ability to hold loans for the foreseeable future or until maturity.
Management's view of the foreseeable future is based on the longest reasonably reliable net income, liquidity, and
capital forecast period. Management's intent and ability with respect to certain loans may change from time to time
depending on a number of factors, for example economic, liquidity, and capital conditions. In order to reclassify loans
to held-for-sale, management must have the intent to sell the loans and reasonably identify the specific loans to be
sold. Loans classified as held-for-sale are carried at the lower of their net carrying value or fair value, unless the fair
value option was elected, in which case those loans are carried at fair value. Interest income is recognized based upon
the contractual rate of interest on the loan and the unpaid principal balance. We report accrued interest receivable on
finance receivables and loans in other assets on the Consolidated Balance Sheet.
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Our portfolio segments are based on the level at which we develop and document our methodology for determining
the allowance for loan losses. Additionally, the classes of finance receivables are based on several factors including
the method for monitoring and assessing credit risk, the method of measuring carrying value, and the risk
characteristics of the finance receivable. Based on an evaluation of our process for developing the allowance for loan
losses including the nature and extent of exposure to credit risk arising from finance receivables, we have determined
our portfolio segments to be consumer automotive, consumer mortgage, and commercial.

€Consumer automotive — Consists of retail automotive financing for new and used vehicles.

€Consumer mortgage — Consists of the following classes of finance receivables.

Mortgage Finance — Consists of consumer first mortgages from our ongoing mortgage operations including bulk
acquisitions, originations, and refinancing of high-quality jumbo mortgages and low-to-moderate income (LMI)
mortgages. In late 2016, we also introduced limited direct mortgage originations consisting of jumbo and conforming
mortgages. Conforming mortgages will be originated as held-for-sale, while jumbo mortgages will be originated as
held-for-investment.

Mortgage — Legacy — Consists of consumer mortgage assets originated prior to January 1, 2009, including first
mortgages, subordinate-lien mortgages, and home equity mortgages.

€Commercial — Consists of the following classes of finance receivables.

€Commercial and Industrial

Automotive — Consists of financing operations to fund dealer purchases of new and used vehicles through wholesale
floorplan financing. Additional commercial offerings include automotive dealer term loans, revolving lines of credit,
and dealer fleet financing.

Other — Consists of senior secured leveraged cash flow and asset based loans.

€Commercial Real Estate — Automotive — Consists of term loans to finance dealership land and buildings.
Nonaccrual Loans

Generally, we recognize loans of all classes as past due when they are 30 days delinquent on making a contractually
required payment, and loans are placed on nonaccrual status when principal or interest has been delinquent for 90 days
or when full collection is not expected. Interest income recognition is suspended when finance receivables and loans
are placed on nonaccrual status. Additionally, amortization of premiums and discounts and deferred fees and costs
ceases when finance receivables and loans are placed on nonaccrual. Exceptions include commercial real estate loans
that are placed on nonaccrual status when delinquent for 60 days or when full collection is not probable, if sooner.
Additionally, our policy is to generally place all loans that have been modified in troubled debt restructurings (TDRs)
on nonaccrual status until the loan has been brought fully current, the collection of contractual principal and interest is
reasonably assured, and six consecutive months of repayment performance is achieved. In certain cases, if a borrower
has been current up to the time of the modification and repayment of the debt subsequent to the modification is
reasonably assured, we may choose to continue to accrue interest on the loan.

Loans on nonaccrual status are reported as nonperforming loans in Note 9 to the Consolidated Financial Statements.
The receivable for interest income that is accrued, but not collected, at the date finance receivables and loans are
placed on nonaccrual status is reversed against interest income and subsequently recognized only to the extent it is
received in cash or until it qualifies for return to accrual status. However, where there is doubt regarding the ultimate
collectability of loan principal, all cash received is applied to reduce the carrying value of such loans. Generally,
finance receivables and loans are restored to accrual status only when contractually current and the collection of future
payments is reasonably assured.

Impaired Loans

Loans of all classes are considered impaired when we determine it is probable that we will be unable to collect all
amounts due (both principal and interest) according to the terms of the loan agreement.

For all classes of consumer loans, impaired loans include all loans that have been modified in TDRs.
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Commercial loans of all classes are considered impaired on an individual basis and reported as impaired when we
determine it is probable that we will be unable to collect all amounts due according to the terms of the loan agreement.
With the exception of certain consumer TDRs that have been returned to accruing status, for all classes of impaired
loans, income recognition is consistent with that of nonaccrual loans discussed above. Impaired loans may return to
accrual status as discussed in the preceding nonaccrual loan section at which time, the normal accrual of interest
income resumes. For collateral dependent loans, if the recorded investment in impaired loans exceeds the fair value of
the collateral, a charge-off is recorded consistent with the TDR discussion below.
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Troubled Debt Restructurings

When the terms of finance receivables or loans are modified, consideration must be given as to whether or not the
modification results in a TDR. A modification is considered to be a TDR when both a) the borrower is experiencing
financial difficulty and b) we grant a concession to the borrower. These considerations require significant judgment
and vary by portfolio segment. In all cases, the cumulative impacts of all modifications are considered at the time of
the most recent modification.

For consumer loans of all classes, various qualitative factors are utilized for assessing the financial difficulty of the
borrower. These include, but are not limited to, the borrower's default status on any of its debts, bankruptcy and recent
changes in financial circumstances (loss of job, etc.). A concession has been granted when as a result of the
modification we do not expect to collect all amounts due, including interest accrued at the original contract rate. Types
of modifications that may be considered concessions include, but are not limited to, extensions of terms at a rate that
does not constitute a market rate, a reduction, deferral or forgiveness of principal or interest owed and loans that have
been discharged in a Chapter 7 Bankruptcy and have not been reaffirmed by the borrower.

In addition to the modifications noted above, in our consumer automotive portfolio segment of loans we also provide
extensions or deferrals of payments to borrowers whom we deem to be experiencing only temporary financial
difficulty. In these cases, there are limits within our operational policies to minimize the number of times a loan can
be extended, as well as limits to the length of each extension, including a cumulative cap over the life of the loan.
Before offering an extension or deferral, we evaluate the capacity of the customer to make the scheduled payments
after the deferral period. During the deferral period, we continue to accrue and collect interest on the loan as part of
the deferral agreement. We grant these extensions or deferrals when we expect to collect all amounts due including
interest accrued at the original contract rate.

A restructuring that results in only a delay in payment that is deemed to be insignificant is not a concession and the
modification is not considered to be a TDR. In order to assess whether a restructuring that results in a delay in
payment is insignificant, we consider the amount of the restructured payments subject to delay in conjunction with the
unpaid principal balance or the collateral value of the loan, whether or not the delay is significant with respect to the
frequency of payments under the original contract, or the loan's original expected duration. In the cases where
payment extensions on our automotive loan portfolio cumulatively extend beyond 90 days and are more than 10% of
the original contractual term or where the cumulative payment extension is beyond 180 days, we deem the delay in
payment to be more than insignificant, and as such, classify these types of modifications as TDRs. Otherwise, we
believe that the modifications do not represent a concessionary modification and accordingly, they are not classified as
TDRs.

For commercial loans of all classes, similar qualitative factors are considered when assessing the financial difficulty of
the borrower. In addition to the factors noted above, consideration is also given to the borrower's forecasted ability to
service the debt in accordance with the contractual terms, possible regulatory actions and other potential business
disruptions (e.g., the loss of a significant customer or other revenue stream). Consideration of a concession is also
similar for commercial loans. In addition to the factors noted above, consideration is also given to whether additional
guarantees or collateral have been provided.

For all loans, TDR classification typically results from our loss mitigation activities. For loans held-for-investment
that are not carried at fair value and are TDRs, impairment is typically measured based on the difference between the
gross carrying value of the loan and the present value of the expected future cash flows of the loan. The loan may also
be measured for impairment based on the fair value of the underlying collateral less costs to sell for loans that are
collateral dependent. We recognize impairment by either establishing a valuation allowance or recording a charge-off.
The financial impacts of modifications that meet the definition of a TDR are reported in the period in which they are
identified as TDRs. Additionally, if a loan that is classified as a TDR redefaults within twelve months of the
modification, we are required to disclose the instances of redefault. For the purpose of this disclosure, we have
determined that a loan is considered to have redefaulted when the loan meets the requirements for evaluation under
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our charge-off policy except for commercial loans where redefault is defined as 90 days past due. Impaired loans may
return to accrual status as discussed in the preceding nonaccrual loan section at which time, the normal accrual of
interest income resumes.

Net Charge-offs

We disclose the measurement of net charge-offs as the amount of gross charge-offs recognized less recoveries
received. Gross charge-offs reflect the amount of the gross carry value directly written-off. Generally, we recognize
recoveries when they are received and record them as an increase to the allowance for loan losses. As a general rule,
consumer automotive loans are written down to estimated collateral value, less costs to sell, once a loan becomes

120 days past due. In our consumer mortgage portfolio segment, first-lien mortgages and a subset of our home equity
portfolio that are secured by real estate in a first-lien position are written down to the estimated fair value of the
collateral, less costs to sell, once a mortgage loan becomes 180 days past due. Consumer mortgage loans that represent
second-lien positions are charged off at 180 days past due. Consumer mortgage loans within our second-lien portfolio
in bankruptcy that are 60 days past due are fully charged off within 60 days of receipt of notification of filing from the
bankruptcy court. Consumer automotive and first-lien consumer mortgage loans in bankruptcy that are 60 days past
due are written down to the estimated fair value of the collateral, less costs to sell, within 60 days of receipt of
notification of filing from the bankruptcy court. Regardless of other timelines noted within this policy, loans are
considered collateral dependent once foreclosure or repossession proceedings begin and are charged-off to the
estimated fair value of the underlying collateral, less costs to sell at that time.
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Commercial loans are individually evaluated and where collectability of the recorded balance is in doubt are written
down to the estimated fair value of the collateral less costs to sell. Generally, all commercial loans are charged-off
when it becomes unlikely that the borrower is willing or able to repay the remaining balance of the loan and any
underlying collateral is not sufficient to recover the outstanding principal. Collateral dependent loans are charged-off
to the fair market value of collateral less costs to sell when appropriate. Noncollateral dependent loans are fully
written-off.

Allowance for Loan Losses

The allowance for loan losses (the allowance) is management's estimate of incurred losses in the lending portfolios.
We determine the amount of the allowance required for each of our portfolio segments based on its relative risk
characteristics. The evaluation of these factors for both consumer and commercial finance receivables and loans
involves quantitative analysis combined with sound management judgment. Additions to the allowance are charged to
current period earnings through the provision for loan losses; amounts determined to be uncollectible are charged
directly against the allowance, net of amounts recovered on previously charged-off accounts.

The allowance is comprised of two components: specific reserves established for individual loans evaluated as
impaired and portfolio-level reserves established for large groups of typically smaller balance homogeneous loans that
are collectively evaluated for impairment. We evaluate the adequacy of the allowance based on the combined total of
these two components. Determining the appropriateness of the allowance is complex and requires judgment by
management about the effect of matters that are inherently uncertain. It is possible that others, given the same
information, may at any point in time reach different reasonable conclusions.

Measurement of impairment for specific reserves is generally determined on a loan-by-loan basis. Loans determined
to be specifically impaired are measured based on the present value of expected future cash flows discounted at the
loan's effective interest rate, an observable market price, or the estimated fair value of the collateral less estimated
costs to sell when appropriate, whichever is determined to be the most appropriate. When these measurement values
are lower than the net carrying value of that loan, impairment is recognized. Loans that are not identified as
individually impaired are pooled with other loans with similar risk characteristics for evaluation of impairment for the
portfolio-level allowance.

For the purpose of calculating portfolio-level reserves, we have grouped our loans into three portfolio segments:
consumer automotive, consumer mortgage, and commercial. The allowance consists of the combination of a
quantitative assessment component based on statistical models, a retrospective evaluation of actual loss information to
loss forecasts, and includes a qualitative component based on management judgment. Management takes into
consideration relevant qualitative factors, including external and internal trends such as the impacts of changes in
underwriting standards, collections and account management effectiveness, geographic concentrations, and economic
events, among other factors, that have occurred but are not yet reflected in the quantitative assessment component.
Qualitative adjustments are documented, reviewed, and approved through our established risk governance processes.
During 2016, we did not substantively change any material aspect of our overall approach used to determine the
allowance for loan losses for our portfolio segments. There were no material changes in criteria or estimation
techniques as compared to prior periods that impacted the determination of the current period allowance for loan
losses for our portfolio segments.

Refer to Note 9 to the Consolidated Financial Statements for information on the allowance for loan losses.

Consumer Loans

Our consumer automotive and consumer mortgage portfolio segments are reviewed for impairment based on an
analysis of loans that are grouped into common risk categories. We perform periodic and systematic detailed reviews
of our lending portfolios to identify inherent risks and to assess the overall collectability of those portfolios. Loss
models are utilized for these portfolios, which consider a variety of credit quality indicators including, but not limited
to, historical loss experience, current economic conditions, credit scores, and expected loss factors by loan type.
Consumer Automotive Portfolio Segment
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The allowance for loan losses within the consumer automotive portfolio segment is calculated using proprietary
statistical models and other risk indicators applied to pools of loans with similar risk characteristics, including credit
bureau score and loan-to-value ratios to arrive at an estimate of incurred losses in the portfolio. These statistical loss
forecasting models are utilized to estimate incurred losses and consider a variety of factors including, but not limited
to, historical loss experience, estimated defaults based on portfolio trends, and general economic and business trends.
These statistical models predict forecasted losses inherent in the portfolio.

The forecasted losses consider historical factors such as frequency (the number of contracts that we expect to default)
and loss severity (the loss amount of contracts we expect to default). The loss severity within the consumer
automotive portfolio segment is impacted by the market values of vehicl