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PART I—FINANCIAL INFORMATION
Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

You should read this Management’s Discussion and Analysis of Financial Condition and Results of Operations

(“MD&A”) in conjunction with our unaudited condensed consolidated financial statements and related notes, and the

more detailed information contained in our 2009 Annual Report on Form 10-K (“2009 Form 10-K”). This discussion
contains forward-looking statements that are based upon management’s current expectations and are subject to

significant uncertainties and changes in circumstances. For additional information, see “Forward-Looking Statements”
below. Our actual results may differ materially from those included in these forward-looking statements due to a

variety of factors including, but not limited to, those described in this report in “Part Il —Item 1A. Risk Factors” and in our
2009 Form 10-K in “Part [—Item 1A. Risk Factors.”

[. INTRODUCTION

Capital One Financial Corporation (the “Company”) is a diversified financial services company with banking and
non-banking subsidiaries that market a variety of financial products and services. The Company and its subsidiaries

are hereafter collectively referred to as the “We”, “Us” or “Our.” We continue to deliver on our strategy of combining the
power of national scale lending and local scale banking. Our principal subsidiaries include:

¢ Capital One Bank (USA), National Association (“COBNA”) which currently offers credit and debit card products,
other lending products and deposit products.

¢ Capital One, National Association (“CONA”) which offers a broad spectrum of banking products and financial
services to consumers, small businesses and commercial clients. On July 30, 2009, we merged Chevy Chase Bank,
F.S.B. (“Chevy Chase Bank™) into CONA.

Our revenues are primarily driven by lending to consumers and commercial customers and by deposit-taking
activities, which generate net interest income, and by activities that generate non-interest income, including the sale
and servicing of loans and providing fee-based services to customers. Customer usage and payment patterns, credit
quality, levels of marketing expense and operating efficiency all affect our profitability. Our expenses primarily
consist of the cost of funding our assets, our provision for loan and lease losses, operating expenses (including
associate salaries and benefits, infrastructure maintenance and enhancements, and branch operations and expansion
costs), marketing expenses and income taxes. We had $127.1 billion in total loans outstanding and $117.3 billion in
deposits as of June 30, 2010, compared with $136.8 billion in total managed loans outstanding and $115.8 billion in
deposits as of December 31, 2009.

We prepare our consolidated financial statements using generally accepted accounting principles in the U.S. (“U.S.
GAAP”). We refer to the presentation as “reported basis.” Effective January 1, 2010, we prospectively adopted two new
accounting standards that resulted in the consolidation of a substantial portion of our securitization trusts. Prior to
January 1, 2010, we also presented and analyzed our results on a non-GAAP “managed basis.” Our managed basis
presentation assumed that loans that had been securitized and accounted for as sold in accordance with U.S. GAAP
remained on our consolidated balance sheets. As a result of the adoption of the new consolidation accounting

standards, our reported and managed basis presentations are generally comparable for periods beginning after January
1,2010. We provide more information on the impact from the adoption of the new consolidation accounting

standards on our reported financial statements and our non-GAAP managed basis financial results below under “Impact
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from Adoption of New Consolidation Accounting Standards.”

Table 1 presents selected consolidated financial data and metrics for the three and six months ended June 30, 2010 and
2009, and as of June 30, 2010 and December 31, 2009. We present both reported and managed basis financial
information for periods prior to 2010.
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Table 1: Consolidated Corporate Financial Summary and Selected Metrics

Three Months Ended June 30, Six Months Ended June 30,
2010 2009 % Change 2010 2009(1) % Change

(Dollars in

millions) Reported Reported Managed ReportedManaged Reported Reported Managed Reported Managed
Income

statement

data:

Net interest

income $3,097 $1,945 $2,957 59 % 5 % $6,325 $3,738 $5,707 69 % 11 %
Non-interest

income 807 1,232 1,190 35) (32) 1,868 2,322 2,175 20 ) @14 )
Total

revenue(2) 3,904 3,177 4,147 23 6 ) 8,193 6,060 7,882 35 4
Provision for

loan and

lease losses 723 934 1,904 23 ) (62) 2,201 2,213 4,036 (1r ) @46 )
Restructuring

expenses(3) — 43 43 (100) (100) — 61 61 (100 ) (100 )
Other

non-interest

expense 2,000 1,879 1,879 6 6 3,847 3,606 3,606 7 7
Income

(loss) from

continuing

operations

before taxes 1,181 321 321 268 268 2,145 180 180 1,092 1,092
Provision for

income taxes 369 92 92 301 301 613 34 34 1,703 1,703
Income

(loss) from

continuing

operations,

net of tax 812 229 229 255 255 1,532 146 146 949 949
Loss from

discontinued

operations,

netof tax(4) (204 ) (6 ) (6 ) ** *k 288 ) (31 ) (31 ) ** *ok
Net income  $608 $223 $223 173 % 173 % $1,244 $115 $115 982 % 982 %
Net income

(loss)

available to

common

shareholders $608 $Q277 ) $Q77 ) 319 % 319 % $1,244 $(449 ) $449 ) 377 % 377 %

Per common
share data:
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Basic

earnings per

share $1.34 $(0.66 ) $0.66 ) 303 % 303 % $2.75 $A.11 ) $(1.11 ) 347 % 347 %
Diluted

earnings per

share 1.33 0.66 ) (0.66 ) 302 302 2.73 (I.11 ) (1.11 ) 346 346

Average

balances:

Loans held

for

investment $128,203 $104,682 $148,013 23 % (13 )% $131,222 $104,016 $147,649 26 % (11 )%



