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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-Q
[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the Quarterly Period Ended September 30, 2015
or
[ 1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the Transition Period from to

Commission file number 1-7657
AMERICAN EXPRESS COMPANY

(Exact name of registrant as specified in its charter)

New York 13-4922250
(State or other jurisdiction of (I.R.S. Employer Identification No.)

incorporation or organization)

200 Vesey Street, New York, NY 10285
(Address of principal executive offices) (Zip Code)
Registrant s telephone number, including area code (212) 640-2000
None

Former name, former address and former fiscal year, if changed since last report.

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
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required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes_X No____
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).

Yes_X No____
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer x Accelerated filer ~
Non-accelerated filer © (Do not check if a smaller reporting Smaller reporting company
company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Yes No _X

Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest practicable
date.

Class Outstanding at October 23, 2015
Common Shares (par value $0.20 per share) 984,245,923 shares
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PART L. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

AMERICAN EXPRESS COMPANY

CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)
Three Months Ended September 30, (Millions, except per share amounts) 2015 2014
Revenues
Non-interest revenues
Discount revenue $ 4,778 $ 4,889
Net card fees 679 680
Travel commissions and fees 87 104
Other commissions and fees 640 642
Other 504 593
Total non-interest revenues 6,688 6,908
Interest income
Interest on loans 1,847 1,753
Interest and dividends on investment securities 38 45
Deposits with banks and other 19 17
Total interest income 1,904 1,815
Interest expense
Deposits 125 91
Long-term debt and other 274 329
Total interest expense 399 420
Net interest income 1,505 1,395
Total revenues net of interest expense 8,193 8,303
Provisions for losses
Charge card 203 196
Card Member loans 309 265
Other 17 27
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Total provisions for losses 529 488
Total revenues net of interest expense after provisions for losses 7,664 7,815
Expenses

Marketing and promotion 847 783
Card Member rewards 1,763 1,695
Card Member services and other 269 205
Salaries and employee benefits 1,212 1,290
Other, net 1,635 1,596
Total expenses 5,726 5,569
Pretax income 1,938 2,246
Income tax provision 672 769
Net income $ 1,266 $ 1,477
Earnings per Common Share (Note 15): @

Basic $ 124  § 1.41
Diluted $ 124 $ 1.40
Average common shares outstanding for earnings per common share:

Basic 994 1,041
Diluted 997 1,047
Cash dividends declared per common share $ 029 $ 0.26

(a)Represents net income less (i) earnings allocated to participating share awards of $10 million and $11 million for
the three months ended September 30, 2015 and 2014, respectively, and (ii) dividends on preferred shares of $22
million and nil for the three months ended September 30, 2015 and 2014, respectively.

See Notes to Consolidated Financial Statements.
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AMERICAN EXPRESS COMPANY

CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)
Nine Months Ended September 30, (Millions, except per share amounts) 2015
Revenues
Non-interest revenues
Discount revenue $ 14,384
Net card fees 2,013
Travel commissions and fees 271
Other commissions and fees 1,891
Other 1,493
Total non-interest revenues 20,052
Interest income
Interest on loans 5,418
Interest and dividends on investment securities 120
Deposits with banks and other 60
Total interest income 5,598
Interest expense
Deposits 337
Long-term debt and other 886
Total interest expense 1,223
Net interest income 4,375
Total revenues net of interest expense 24,427
Provisions for losses
Charge card 542
Card Member loans 829
Other 45
Total provisions for losses 1,416
Total revenues net of interest expense after provisions for losses 23,011
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2014

14,428
2,041
1,027
1,884
1,679

21,059
5,160

136
54
5,350
276
1,026
1,302
4,048
25,107
594
797
71
1,462
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Expenses

Marketing and promotion 2,217 2,329
Card Member rewards 5,202 5,050
Card Member services and other 772 619
Salaries and employee benefits 3,767 4,488
Other, net 4,569 4,393
Total expenses 16,527 16,879
Pretax income 6,484 6,766
Income tax provision 2,220 2,328
Net income $ 4,264 $ 4,438
Earnings per Common Share (Note 15): @

Basic $ 416 $ 4.19
Diluted $ 4.15 $ 4.17
Average common shares outstanding for earnings per common share:

Basic 1,007 1,051
Diluted 1,011 1,057
Cash dividends declared per common share $ 0.84 $ 0.75

(a)Represents net income less (i) earnings allocated to participating share awards of $32 million and $35 million for
the nine months ended September 30, 2015 and 2014, respectively, and (ii) dividends on preferred shares of $42
million and nil for the nine months ended September 30, 2015 and 2014, respectively.

See Notes to Consolidated Financial Statements.
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AMERICAN EXPRESS COMPANY

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
(Millions) 2015 2014 2015 2014
Net income $ 1,266 $ 1,477 $ 4,264 $ 4,438
Other comprehensive (loss) income:
Net unrealized securities (losses) gains,
net of tax: 2015, $(2) and $(13); 2014, $(5) and $19 ) (11) 27) 31
Foreign currency translation adjustments,
net of tax: 2015, $181 and $221; 2014, $119 and $41 (220) (167) (464) (195)
Net unrealized pension and other postretirement
benefit gains,
net of tax: 2015, $8 and $24; 2014, $9 and $29 7 7 36 48
Other comprehensive loss (220) (171) (455) (116)
Comprehensive income $ 1,046 $ 1,306 $ 3809 $ 4,322

See Notes to Consolidated Financial Statements.

Table of Contents 8



Edgar Filing: AMERICAN EXPRESS CO - Form 10-Q

Table of Conten

AMERICAN EXPRESS COMPANY

CONSOLIDATED BALANCE SHEETS

(Unaudited)

September 30, December 31,
(Millions, except share data) 2015 2014
Assets
Cash and cash equivalents
Cash and due from banks $ 2,613 $ 2,628
Interest-bearing deposits in other banks (includes securities purchased under
resale agreements: 2015, $222; 2014, $204) 16,716 19,190
Short-term investment securities 609 470
Total cash and cash equivalents 19,938 22,288

Accounts receivable
Card Member receivables (includes gross receivables available to settle
obligations of a consolidated variable interest entity: 2015, $5,959; 2014,

$7,025), less reserves: 2015, $441; 2014, $465 43,890 44,386
Other receivables, less reserves: 2015, $61; 2014, $61 2,517 2,614
Loans

Card Member loans (includes gross loans available to settle obligations of a
consolidated variable interest entity:

2015, $27,284; 2014, $30,115), less reserves: 2015, $1,164; 2014, $1,201 67,731 69,184
Other loans, less reserves: 2015, $18; 2014, $12 1,054 920
Investment securities 3,947 4,431
Premises and equipment, less accumulated depreciation and amortization: 2015,

$6,733; 2014, $6,270 4,032 3,938
Other assets (includes restricted cash of consolidated variable interest entities:

2015, $748; 2014, $64) 11,107 11,342
Total assets $ 154,216 $ 159,103
Liabilities and Shareholders Equity

Liabilities

Customer deposits $ 49,301 $ 44,171
Travelers Cheques and other prepaid products 3,044 3,673
Accounts payable 11,340 11,300
Short-term borrowings 3,160 3,480
Long-term debt (includes debt issued by consolidated variable interest entities:

2015, $13,285; 2014, $19,516) 48,653 57,955
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Other liabilities
Total liabilities

Contingencies (Note 8)

Shareholders Equity

Preferred shares, $1.66%3 par value, authorized 20 million shares; issued and
outstanding 1,600 shares as of

September 30, 2015, and 750 shares as of December 31, 2014

Common shares, $0.20 par value, authorized 3.6 billion shares; issued and
outstanding 985 million shares as of

September 30, 2015 and 1,023 million shares as of December 31, 2014
Additional paid-in capital

Retained earnings

Accumulated other comprehensive loss

Net unrealized securities gains, net of tax: 2015, $39; 2014, $52

Foreign currency translation adjustments, net of tax: 2015, $(96); 2014, $(317)
Net unrealized pension and other postretirement benefit losses, net of tax: 2015,
$(199); 2014, $(223)

Total accumulated other comprehensive loss
Total shareholders equity

Total liabilities and shareholders equity

See Notes to Consolidated Financial Statements.

Table of Contents

17,383

132,881

197
13,487
10,025

69
(1,963)

(480)
(2,374)
21,335

154,216

$

17,851

138,430

205
12,874
9,513

96
(1,499)

(516)
(1,919)
20,673

159,103
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AMERICAN EXPRESS COMPANY

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

Nine Months Ended September 30, (Millions)

Cash Flows from Operating Activities
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Provisions for losses
Depreciation and amortization
Deferred taxes and other
Stock-based compensation

Changes in operating assets and liabilities, net of effects of acquisitions and

dispositions:

Other receivables

Other assets

Accounts payable and Other liabilities
Travelers Cheques and other prepaid products

Net cash provided by operating activities

Cash Flows from Investing Activities

Sales of available-for-sale investment securities

Maturities and redemptions of available-for-sale investment securities
Purchase of investments

Net increase in Card Member receivables/loans

Purchase of premises and equipment, net of sales: 2015, $32; 2014, $3
Business acquisitions, net of cash acquired

Net (increase) decrease in restricted cash

Net cash used in investing activities

Cash Flows from Financing Activities

Net increase in customer deposits

Net decrease in short-term borrowings

Issuance of long-term debt

Principal payments on long-term debt

Issuance of American Express preferred shares
Issuance of American Express common shares
Repurchase of American Express common shares
Dividends paid
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2015

$ 4,264

1,416
780
25
200

(166)
1,864
270
(579)

8,074

12
1,821
(1,564)
(1,292)
(879)
(122)
(683)

2,707)

5,171
(273)
7,925
(17,110)
841
169
(3,330)
(868)

2014

4,438

1,462
764
(497)
210

275
850
1,793
(709)

8,586

122
966
(825)
(2,349)
(854)
(130)
90

(2,980)

917
(1,595)
11,329

(10,659)

251
(3,205)
(770)
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Net cash used in financing activities (7,475) (3,732)
Effect of foreign currency exchange rates on cash and cash equivalents (242) (96)
Net (decrease) increase in Cash and cash equivalents (2,350) 1,778
Cash and cash equivalents at beginning of period 22,288 19,486
Cash and cash equivalents at end of period $ 19,938 $ 21,264

Supplemental cash flow information
Non-cash financing activities

Gain on business travel joint venture transaction $ $ 641

See Notes to Consolidated Financial Statements
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AMERICAN EXPRESS COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1. Basis of Presentation
The Company

American Express Company (the Company) is a global services company that provides customers with access to
products, insights and experiences that enrich lives and build business success. The Company s principal products and
services are charge and credit payment card products and travel-related services offered to consumers and businesses
around the world. Business travel-related services are offered through the non-consolidated joint venture, American
Express Global Business Travel (GBT JV). Prior to July 1, 2014, these business travel operations were wholly owned.
The Company also focuses on generating alternative sources of revenue on a global basis in areas such as online and
mobile payments, and fee-based services. The Company s various products and services are sold globally to diverse
customer groups, including consumers, small businesses, mid-sized companies and large corporations. These products
and services are sold through various channels, including direct mail, online applications, targeted direct and
third-party sales forces, and direct response advertising.

The accompanying Consolidated Financial Statements should be read in conjunction with the consolidated financial
statements incorporated by reference in the Company s Annual Report on Form 10-K for the year ended December 31,
2014 (the Annual Report). If not materially different, certain footnote disclosures included in the Annual Report have
been omitted from this Quarterly Report on Form 10-Q.

The interim consolidated financial information in this report has not been audited. In the opinion of management, all
adjustments, which consist of normal recurring adjustments necessary for a fair statement of the interim period
consolidated financial information, have been made. Results of operations reported for interim periods are not
necessarily indicative of results for the entire year.

The preparation of consolidated financial statements in conformity with accounting principles generally accepted in
the United States of America (GAAP) requires management to make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenues and expenses, and the disclosures of contingent assets and liabilities.
These accounting estimates reflect the best judgment of management, but actual results could differ.

In the first quarter of 2015, the Company changed the classification related to certain payments to partners, reducing
both discount revenue and marketing and promotion expense. Prior period amounts have been reclassified to conform
to the current period presentation. None of the prior period financial statements were materially misstated from this
misclassification.

Recently Issued Accounting Standards

In May 2014, the Financial Accounting Standards Board (FASB) issued new accounting guidance on revenue
recognition. The guidance establishes the principles to apply to determine the amount and timing of revenue
recognition, specifying the accounting for certain costs related to revenue, and requiring additional disclosures about
the nature, amount, timing and uncertainty of revenues and related cash flows. The guidance, as amended, supersedes
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most of the current revenue recognition requirements, and is effective January 1, 2018, with early adoption as of
January 1, 2017, permitted. The Company continues to evaluate the impact this guidance, including the method of
implementation, will have on its financial position, results of operations and cash flows, among other items.
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AMERICAN EXPRESS COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

In January 2014, the FASB issued new accounting guidance on investments in Qualified Affordable Housing projects.
Provided certain conditions are met, this standard permits entities to account for investments in Qualified Affordable
Housing projects using the proportional amortization method. The standard also requires new disclosures about all
investments in Qualified Affordable Housing projects irrespective of the method used to account for the investments.
The Company has adopted this guidance in the first quarter of 2015 and has elected not to use the proportional
amortization method, but continues to account for these investments using the equity method of accounting, which has
been the Company s historical practice.

During the three and nine months ended September 30, 2015, the Company recognized equity method losses related to
Qualified Affordable Housing of $14 million and $34 million, respectively, which were recognized in Other, net
expenses; and associated tax credits of $15 million and $39 million, respectively, which were recognized in Income
tax provision. Similarly, during the three and nine months ended September 30, 2014, the Company recognized equity
method losses of $7 million and $39 million, respectively; and associated tax credits of $12 million and $30 million,
respectively. The carrying value of these investments was $605 million and $522 million as of September 30, 2015
and December 31, 2014, respectively. In addition, as of September 30, 2015, the Company is contractually committed
to provide additional funding related to certain of these investments, resulting in a liability of $134 million for
unfunded commitments reported in Other liabilities, which is expected to be paid between 2015 and 2023.

2. Divestiture and Portfolio Sale

On June 30, 2014, the Company completed a transaction to establish a non-consolidated joint venture comprising the
former Global Business Travel (GBT) operations of the Company and an external cash investment. As a result of this
transaction, the Company deconsolidated the GBT net assets, effective June 30, 2014, and began accounting for the
GBT JV as an equity method investment reported in Other assets within the Consolidated Balance Sheets. Prior to the
deconsolidation, the carrying amount of GBT s assets and liabilities were not material to the Company s financial
position and its operations were reported within the Global Commercial Services (GCS) segment.

On October 26, 2015, the Company reached an agreement to sell the outstanding Card Member loan portfolio related
to its co-brand partnership with JetBlue Airways Corporation (JetBlue). The carrying amount of the portfolio of
JetBlue Card Member loans is not material to the Company s financial position. The sale is subject to customary
closing conditions, and is expected to be consummated in the first quarter of 2016 and is reported within the U.S. Card
Services (USCS) segment, at which time the related gain will be recognized.
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AMERICAN EXPRESS COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

3. Accounts Receivable and Loans
The Company s charge and lending payment card products result in the generation of Card Member receivables and
Card Member loans, respectively.

Accounts receivable by segment as of September 30, 2015 and December 31, 2014, consisted of:

(Millions) 2015 2014
U.S. Card Services®@ $ 21,965 $ 22,468
International Card Services 6,511 7,653
Global Commercial Services® 15,748 14,583
Global Network & Merchant Services(® 107 147
Card Member receivables(@ 44,331 44,851
Less: Reserve for losses 441 465
Card Member receivables, net $ 43,890 $ 44,386
Other receivables, net(® $ 2517  $ 2,614

(a)Includes $6.0 billion and $7.0 billion of gross Card Member receivables available to settle obligations of a
consolidated variable interest entity (VIE) as of September 30, 2015 and December 31, 2014, respectively.

(b)Includes $327 million and $636 million due from airlines, of which Delta Air Lines comprises $265 million and
$606 million as of September 30, 2015 and December 31, 2014, respectively.

(c)Includes receivables primarily related to the Company s International Currency Card portfolios.

(d)Includes approximately $12.3 billion and $13.3 billion of Card Member receivables outside the U.S. as of
September 30, 2015 and December 31, 2014, respectively.

(e)Other receivables primarily represent amounts related to (i) certain merchants for billed discount revenue and
(i1) Global Network Services (GNS) partner banks for items such as royalty and franchise fees. Other
receivables are presented net of reserves for losses of $61 million as of both September 30, 2015 and
December 31, 2014.

Loans by segment as of September 30, 2015 and December 31, 2014, consisted of:
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(Millions)
U.S. Card Services® $
International Card Services

Global Commercial Services

Card Member loans
Less: Reserve for losses

Card Member loans, net $

Other loans, net® $

2015
62,133
6,710
52

68,895
1,164

67,731

1,054

2014
62,592
7,744
49

70,385
1,201

69,184

920

(a)Includes approximately $27.3 billion and $30.1 billion of gross Card Member loans available to settle

obligations of a consolidated VIE as of September 30, 2015 and December 31, 2014, respectively.

(b) Other loans primarily represent loans to merchants. Other loans are presented net of reserves for losses of $18
million and $12 million as of September 30, 2015 and December 31, 2014, respectively.

Table of Contents
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

AMERICAN EXPRESS COMPANY

(Unaudited)

Card Member Loans and Card Member Receivables Aging

Generally, a Card Member account is considered past due if payment is not received within 30 days after the billing
statement date. The following table presents the aging of Card Member loans and receivables as of September 30,

2015 and December 31, 2014:

2015 (Millions)

Card Member Loans:
U.S. Card Services

$

International Card Services
Card Member Receivables:

U.S. Card Services

$

International Card Services

Global Commercial
Services®

2014 (Millions)

Card Member Loans:
U.S. Card Services

$

International Card Services
Card Member Receivables:

U.S. Card Services

$

International Card Services

Global Commercial
Services®

Table of Contents

Current
61,530
6,604

21,612
6,412

(b)

Current
61,995
7,621

22,096
7,557

(b)

30-59
Days
Past
Due

$ 191

35

$ 133

29

(b)

30-59
Days
Past
Due

$ 179

39

$ 129

29

(b)

60-89
Days
Past
Due

131
22

73
22

(b)

60-89
Days
Past
Due

128
27

72
20

(b)

90+
Days
Past
Due

281
49

147
48

112

90+
Days
Past
Due

290
57

171
47

120

Total
62,133
6,710

21,965
6,511

15,748

Total
62,592
7,744

22,468
7,653

14,583
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(a)For Card Member receivables in GCS, delinquency data is tracked based on days past billing status rather than
days past due. A Card Member account is considered 90 days past billing if payment has not been received
within 90 days of the Card Member s billing statement date. In addition, if the Company initiates collection
procedures on an account prior to the account becoming 90 days past billing, the associated Card Member
receivable balance is classified as 90 days past billing. These amounts are shown above as 90+ Days Past Due
for presentation purposes.

(b)Delinquency data for periods other than 90 days past billing is not available due to system constraints.
Therefore, such data has not been utilized for risk management purposes. The balances that are current to 89
days past due can be derived as the difference between the Total and the 90+ Days Past Due balances.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Credit Quality Indicators for Card Member Loans and Receivables

The following tables present the key credit quality indicators as of or for the nine months ended September 30:

Card Member Loans:
U.S. Card Services
International Card Services

Card Member Receivables:

U.S. Card Services
International Card Services

Card Member Receivables:

Global Commercial Services

Table of Contents

2015

Net Write-Off Rate

Principal,

Principal Interest, &

Only @

1.4%
2.0%

1.8%
2.1%

AMERICAN EXPRESS COMPANY

2014

Net Write-Off Rate

30+ Days
Past
Due
as a
% of  Principal
Fees @  Total Only @
1.6% 1.0% 1.6%
2.4% 1.6 % 2.0%
2.0% 1.6% 1.7%
2.2% 1.5% 2.0%
2015
Net Loss
Ratio 90+
as Days
a% Past
of Billing
as a
Charge % of
VolumeReceivables
0.09% 0.7 %

30+ Days
Principal, Past Due
Interest, & as a % of
Fees @ Total
1.8% 1.0%
2.4% 1.6%
1.9% 1.6%
2.1% 1.4%

2014

Net Loss

Ratio as 90+ Days
a% of Past Billing
Charge as a % of
Volume Receivables
0.09% 0.8%
20
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(a) The Company presents a net write-off rate based on principal losses only (i.e., excluding interest and/or fees) to
be consistent with industry convention. In addition, because the Company considers uncollectible interest
and/or fees in estimating its reserves for credit losses, a net write-off rate including principal, interest and/or
fees is also presented. The nine months ended September 30, 2015, reflects the impact of a change in the timing
of charge-offs for Card Member loans and receivables in certain modification programs from 180 days past due
to 120 days past due, which was fully recognized during the three months ended March 31, 2015.

Impaired Card Member Loans and Receivables

Impaired loans and receivables are individual larger balance or homogeneous pools of smaller balance loans and
receivables for which it is probable that the Company will be unable to collect all amounts due according to the
original contractual terms of the Card Member agreement. In certain cases these Card Member loans and receivables
are included in one of the Company s various modification programs. Beginning January 1, 2015, on a prospective
basis the Company continues to classify Card Member accounts that have exited a modification program as a
Troubled Debt Restructuring (TDR), with such accounts identified as Out of Program TDRs.

10
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AMERICAN EXPRESS COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

The following table provides additional information with respect to the Company s impaired Card Member loans
(which are not significant for GCS) and impaired Card Member receivables (which are not significant for International
Card Services (ICS) and GCS) as of September 30, 2015 and December 31, 2014:

As of September 30, 2015

Accounts Classified

Over 90 days as a TDR ©
Past Due & Total Unpaid
Accruing Non- Out of Impaired Principal ~ Allowance
) Interest @ Accruals®  In Program @ Program (©) Balance Balance for TDRs
|
$ 192 $ 175 $ 224 $ 109 $ 700 $ 649 $ 66
nal
ices 49 49 49
les:
|
26 4 30 30 18
$ 241 $ 175 $ 250 $ 113 $ 779 $728 $ 84
As of December 31, 2014
Over 90 days
Past Due & Total Unpaid
Accruing Non- In Program Impaired Principal Allowance
) Interest® Accruals® TDRs (@) Balance Balance for TDRs
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$ 161 $ 241 $ 286 $ 688 $ 646 $67
nal
/1cES 57 57 56
les:
|
48 48 48 35
$ 218 $ 241 $ 334 $ 793 $ 750 $102

(a) The Company s policy is generally to accrue interest through the date of write-off (generally 180 days past due).
The Company establishes reserves for interest that it believes will not be collected. Amounts presented exclude
loans classified as a TDR.

(b)Non-accrual loans not in modification programs include certain Card Member loans placed with outside
collection agencies for which the Company has ceased accruing interest.

(c)Accounts classified as a TDR include $19 million and $26 million that are over 90 days past due and accruing
interest and $25 million and $34 million that are non-accrual as of September 30, 2015 and December 31, 2014,
respectively.

(d)In Program TDRs include Card Member accounts that are currently enrolled in a modification program.

(e)Out of Program TDRs include $82 million of Card Member accounts that have successfully completed a
modification program and $31 million of Card Member accounts that were not in compliance with the terms of
the modification programs.

11
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The following table provides information with respect to the Company s average balances of, and interest income
recognized from, impaired Card Member loans (which are not significant for GCS) and the average balances of
impaired Card Member receivables (which are not significant for ICS and GCS) for the three and nine months ended

September 30:

Three Months Ended
September 30, 2015

Nine Months Ended
September 30, 2015

Average Interest Income Average Interest Income
2015
(Millions) Balance Recognized Balance Recognized
Card
Member
Loans:
U.S. Card
Services $ 693 $ 16 685 $ 43
International
Card Services 53 3 55 10
Card
Member
Receivables:
U.S. Card
Services 28 35
Total $ 774 $ 19 775 $ 53
Three Months Ended Nine Months Ended
September 30, 2014 September 30, 2014
Average Interest Income Average Interest Income
2014
(Millions) Balance Recognized Balance Recognized
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U.S. Card
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International
Card Services
Card
Member
Receivables:
U.S. Card
Services
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675

63

44

782

12

12

16

734

63

47

844

37

12
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Card Member Loans and Receivables Modified as TDRs

The following table provides additional information with respect to the USCS Card Member loans and receivables
modified as TDRs for the three and nine months ended September 30, 2015 and 2014. The ICS Card Member loans
and receivables modifications were not significant and the Company does not offer modification programs for its GCS
Card Member receivables; therefore, these segments are not included in the following TDR disclosures.

Three Months Ended

September 30, 2015

Nine Months Ended

September 30, 2015

Average Average
Averageayment Average Payment
Number of Outstahdargst Rate Term Number of Outstahdargst Rate Term
Accounts BalanceRé&luctiortension Accounts BalanceR@duction Extension
(thousands) (milli¢fis )Poin{@Ylonths) (thousands) (milli¢fis )Points) (Months)
Troubled Debt
Restructurings:
Card Member
Loans 10 $ 69 9 (b) 31 % 218 10 (b)
Card Member
Receivables 3 37 (c) 12 9 111 (c) 12
Total 13 $ 106 40 $ 329
Three Months Ended Nine Months Ended
September 30, 2014 September 30, 2014
Average Average
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Averageayment Average Payment
Interest Interest
Number of Outstanding Rate Term Number of Outstanding Rate Term
Accounts BalanceR@&Juctidrtension Accounts BalanceR&Juction Extension
(% (%
(thousands) (millions)Poin{@Ylonths) (thousands) (millions)Points) (Months)
Troubled Debt
Restructurings:
Card Member
Loans 11 $ 33 9 (b 35 % 261 11 (b)
Card Member
Receivables 4 41 (©) 12 11 129 (¢ 12
Total 15 % 124 46 $ 390

(a)Represents the outstanding balance immediately prior to modification. The outstanding balance includes
principal, fees and accrued interest on Card Member loans, and principal and fees on Card Member receivables.
Modifications did not reduce the principal balance.

(b)For Card Member loans, there have been no payment term extensions.

(c)The Company does not offer interest rate reduction programs for Card Member receivables as the receivables
are non-interest bearing.

13
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The following table provides information for the three and nine months ended September 30, 2015 and 2014, with
respect to the USCS Card Member loans and receivables modified as TDRs that subsequently defaulted within 12
months of modification. A Card Member is considered in default of a modification program after one and up to two
consecutive missed payments, depending on the terms of the modification program. For all Card Members that
defaulted from a modification program, the probability of default is factored into the reserves for Card Member loans

and receivables.

Troubled Debt Restructurings That

Subsequently Defaulted:
Card Member Loans
Card Member Receivables

Total

Troubled Debt Restructurings That

Subsequently Defaulted:

Table of Contents

Three Months Ended

September 30, 2015

Outstanding
Balances
Number of

Accounts Upon Default
(thousands) (millions)®@
193 14
1 1
2 $ 15

Three Months Ended

September 30, 2014

Outstanding

Number of Balances
Accounts Upon Default
(thousands)  (millions)@®)

Nine Months Ended

September 30, 2015

Outstanding
Balances
Number of
Accounts Upon Default
(thousands) (millions) @
6 $ 39
3 3
9 % 42
Nine Months Ended

September 30, 2014

Outstanding

Number of Balances
Accounts Upon Default
(thousands)  (millions)®®)
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Card Member Loans 2 $ 12 6 $ 40
Card Member Receivables 1 2 2 9
Total 3% 14 8 $ 49

(a) The outstanding balances upon default include principal, fees and accrued interest on Card Member loans and
principal and fees on Card Member receivables.

(b) The outstanding balances upon default have been revised to reflect the exclusion of written off accounts, which
are not material.

14
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4. Reserves for Losses

Reserves for losses relating to Card Member receivables and loans represent management s best estimate of the
probable inherent losses in the Company s outstanding portfolio of loans and receivables, as of the balance sheet date.
Management s evaluation process requires certain estimates and judgments.

Changes in Card Member Receivables Reserve for Losses

The following table presents changes in the Card Member receivables reserve for losses for the nine months ended
September 30:

(Millions) 2015 2014
Balance, January 1 $ 465 $ 386
Provisions® 542 594
Net write-offs® (544) (527)
Other(© (22) (21)
Balance, September 30 $ 441 $ 432

(a)Provisions for principal and fee reserve components.

(b)Consists of principal and fee components, less recoveries of $302 million and $269 million, including net
write-offs from TDRs of $49 million and $14 million, for the nine months ended September 30, 2015 and 2014,
respectively.

(c)For the nine months ended September 30, 2015, includes foreign currency translation adjustments of $(13)
million, and other adjustments of $(9) million. For the nine months ended September 30, 2014, includes foreign
currency translation adjustments of $(6) million, other adjustments of $(8) million, and an adjustment related to
reserves for card-related fraud losses of $(7) million, which were reclassified to Other liabilities in the first
quarter of 2014.

Card Member Receivables Evaluated Individually and Collectively for Impairment

The following table presents Card Member receivables evaluated individually and collectively for impairment, and
related reserves, as of September 30, 2015 and December 31, 2014:
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(Millions) 2015 2014
Card Member receivables evaluated individually for impairment(® $ 30 $ 48
Related reserves @ $ 18 §$ 35
Card Member receivables evaluated collectively for impairment $ 44301 $ 44,803
Related reserves ® $ 23 $ 430

(a)Represents receivables modified as a TDR and related reserves.

(b)The reserves include the quantitative results of analytical models that are specific to individual pools of
receivables, and reserves for internal and external qualitative risk factors that apply to receivables that are
collectively evaluated for impairment.
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Table of Contents 31



Edgar Filing: AMERICAN EXPRESS CO - Form 10-Q

Table of Conten
AMERICAN EXPRESS COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Changes in Card Member Loans Reserve for Losses

The following table presents changes in the Card Member loans reserve for losses for the nine months ended

September 30:

(Millions) 2015
Balance, January 1 $ 1,200 $
Provisions® 829

Net write-offs

Principal® (733)
Interest and fees® (122)
Other(© (11)
Balance, September 30 $ 1,164 $

(a)Provisions for principal, interest and fee reserve components.

2014

1,261
797

(786)
(124)
2)

1,146

(b)Consists of principal write-offs, less recoveries of $320 million and $324 million, including net
write-offs/(recoveries) from TDRs of $30 million and $(5) million, for the nine months ended September 30,

2015 and 2014, respectively. Recoveries of interest and fees were de minimis.

(c)For the nine months ended September 30, 2015, includes foreign currency translation adjustments of $(18)
million, and other adjustments of $7 million. For the nine months ended September 30, 2014, includes foreign
currency translation adjustments of $(7) million, other adjustments of $11 million, and an adjustment related to
reserves for card-related fraud losses of $(6) million, which were reclassified to Other liabilities in the first

quarter of 2014.
Card Member Loans Evaluated Individually and Collectively for Impairment

The following table presents Card Member loans evaluated individually and collectively for impairment, and related

reserves, as of September 30, 2015 and December 31, 2014:

(Millions) 2015

Table of Contents
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Card Member loans evaluated individually for impairment® $ 333  $ 286
Related reserves @ $ 66 $ 67
Card Member loans evaluated collectively for impairment® $ 68562 $ 70,099
Related reserves ® $ 1,098 $ 1,134

(a)Represents loans modified as a TDR and related reserves.

(b)Represents current loans and loans less than 90 days past due, loans over 90 days past due and accruing interest,
and non-accrual loans. The reserves include the quantitative results of analytical models that are specific to
individual pools of loans and reserves for internal and external qualitative risk factors that apply to loans that
are collectively evaluated for impairment.
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5. Investment Securities

Investment securities principally include debt securities that the Company classifies as available-for-sale and carries at
fair value on the Consolidated Balance Sheets, with unrealized gains (losses) recorded in Accumulated Other
Comprehensive Loss, net of income taxes. Realized gains and losses are recognized on a trade-date basis in results of

operations upon disposition of the securities using the specific identification method.

The following is a summary of investment securities as of September 30, 2015 and December 31, 2014:

2015 2014
Estimated
Estimated
Gross Gross Fair Gross Gross Fair
Unrealikédrealized Unrealikédrealized

Description of Securities (Millions) Cost  Gains Losses Value Cost  Gains Losses Value
State and municipal obligations $2971 $ 97 $4 $3,064 $3366 $129 $12) $ 3,493
U.S. Government agency
obligations 2 2 3 3
U.S. Government treasury
obligations 297 5 302 346 4 350
Corporate debt securities 30 1 31 37 3 40
Mortgage-backed securities @ 109 5 114 128 8 136
Equity securities 1 1 1 1
Foreign government bonds and
obligations 379 6 Q) 384 350 9 359
Other ® 50 @ 49 50 (1) 49
Total $3,838 $115 $(6) $3947 $ 4280 $ 154 $(3) $ 4,431

(a)Represents mortgage-backed securities guaranteed by Fannie Mae, Freddie Mac or Ginnie Mae.

(b)Other comprises investments in various mutual funds.
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The following table provides information about the Company s investment securities with gross unrealized losses and
the length of time that individual securities have been in a continuous unrealized loss position as of September 30,
2015 and December 31, 2014:

2015 2014

Less than 12 monthd2 months or mdress than 12 months 12 months or more

Gross Gross Gross Gross
EstimatedJnrealizestimatedUnrealiatimatddnrealizedstimated Unrealized
Description of Securities (Millionair Value  Loss&&ir Value  LbsieValue Lossdsair Value Losses
State and municipal obligations $59 $ (@2 $13 $ (2 $ % $ 72 $ 2)
Foreign government bonds and
obligations 31 1)
Other 33 1 33 (1)
Total $90 $ @3 $46 $ 3 $ S $105 $ 3)

The following table summarizes the gross unrealized losses due to temporary impairments by ratio of fair value to
amortized cost as of September 30, 2015 and December 31, 2014:

Less than 12 months 12 months or more Total

Ratio of Fair Value to Gross Gross Gross

Number dEstimatédrealiZddmber dfstimatédreali2édmber ofEstimated Unrealized
Amortized Cost ($ in Millions)SecuritiBair Value LossS8ecuritiBair Value Loss8ecuritieFair Value Losses
2015:
90% 100% 35 $ 88 $@3) 12 $ 37 $2) 47 $125 $ 5)
Less than 90% 2 9 (@)) 2 9 (@))]
Total as of September 30, 2015 35 $88 $3) 14 $46 $3) 49 $134 $ (6)
2014:
90% 100% $ $ 15 $105 $(03) 15 $ 105 §$ 3)
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Total as of December 31, 2014 $ $ 15 $105 $(3 15 $ 105 $ 3)
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The gross unrealized losses are attributed to overall wider credit spreads for state and municipal securities, wider
credit spreads for specific issuers, adverse changes in market benchmark interest rates, or a combination thereof, all as
compared to those prevailing when the investment securities were acquired.

Overall, for the investment securities in gross unrealized loss positions (i) the Company does not intend to sell the
investment securities, (ii) it is more likely than not that the Company will not be required to sell the investment
securities before recovery of the unrealized losses, and (iii) the Company expects that the contractual principal and
interest will be received on the investment securities. As a result, the Company recognized no other-than-temporary
impairment during the periods presented.

Contractual maturities of investment securities with stated maturities as of September 30, 2015, were as follows:

Estimated
(Millions) Cost Fair Value
Due within 1 year $ 459 $ 459
Due after 1 year but within 5 years 324 331
Due after 5 years but within 10 years 259 275
Due after 10 years 2,746 2,832
Total @ $ 3,78 $ 3,897

(a)Balances primarily represent investments in state and municipal obligations, and foreign government bonds and
obligations.
The expected payments on state and municipal obligations and mortgage-backed securities may not coincide with
their contractual maturities because the issuers have the right to call or prepay certain obligations.

Supplemental Information
Gross realized gains on the sales of investment securities, included in Other revenues, were $1 million for both the

three and nine months ended September 30, 2015, and $20 million and $100 million for the three and nine months
ended September 30, 2014, respectively. There were no realized losses during any of these periods.
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6. Asset Securitizations

The Company periodically securitizes Card Member receivables and loans arising from its card business through t