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7KH ILQDQFLDO FULVLV KL JKORRKENH GMRINEH & /
LQVWLAWXK\H. RRQFHSW WKDW WKH NALROXXUGH VR U IOIDI U Marc Labonte ) ILUP
LQVWDELOLW\ ZKLFK LQ VHYHUDO FDVHV SURWPHY\ Specialistn 5LQDU
WKHLU 2Q HOXIWHO D U 'R IG KIHQ NVEBF MW UHVSRQVH Macroeconomic Policy
DGGUHVVLQJ ILQDQFLDO VW D ELD IQWM\Z DHIIX BKQEW QD IDLO
UHJIJXODIRIWHILPH WK DWDEDEION\HY) GFERRQBPQFLDO L )V
GHVLJQDWHG E\ WKH )LQDQFLD ®68&®DVE VOLW/N RLYFHDR _'LO

LPSRUW@IMAFLDO L&QNV,VBUW X WR RO\ )62& KD GRIHEDIQN BYYH/GI RRIXHQXD Q|
SUXGHQWLDO UHJXODWLRQ EHWW DX)®WRKXE KDYH VLQFH EHHQ GH

8QGHU WKLV UHJLPH WHKG@V)HUGIHXDOHGIWRUPESO\ D QXPEHU RI VDIHW
WR ODUJH EDQNV WKDW DUHSBRUHGYW R LMPIHQOWH W KED@ MWK RAKHKHV H UHT .
PLWLJDWH V\VWHPLF ULVN SRVHG E\ ODUJH EDQNYV

6WUHVV WHVWYV DQBADALWEDQINODIRMOLQGIHQRXIK FDSLWDO WR V.
/ILYLQJ SUB®YNGH D SODQ WR VDIHO\ ZLQG GRZQ D IDLOLQJ EDQN

ILTXLGLW\ UHPHQWHPH Q@QWDW EDQNV DUH VXIILFLHQWO\ OLTXLG L
PDUNHWYV

&RXQWHUSDUMNVOUWPEW WMERWBPOUNWR FRXQWHUSDUW\ GHIDXOW

5LVN PDQDUHHIFXQWHY SXEOLFO\ WUDGHG FRRDWKHY UWRRPLYGH/ UL
DQG EDQNV WR KDYH FKLHI ULVN RIILFHUV

X J)LOQODQFLDOUHWREUBRPWQ WYHSKXBYWRHUIRQWHUYHQWLRQV WKDW FI
EDQN SRVHWIRDQWRBHDW VWDELOLW\

X &DSLWDO UHTOQ@WHIP NV W HUYQDWLRQBOXIDIMHHHEBQWY KROG PRI
FDSLWDO WKDQ RWKHU EDQNV WR SRWHQWLDOO\ DEVRUE XQIRU

7KH 'R®® QN $FW DXW R HIB\OLG EQOQW VKEGIGIEQW FRPSDQ PRV H QUK DRU H L J
ELOOLRQ LQ DM&HSM\WX GHRQMQIDQEFH WX IO WHR@RPLF *URZWK 5HJXODWR
&RQVXPHU 3URWHFWLRQ $PW HGWDL HPIRG¥GI DL ORBHIBIURBD QNW

DX W R POWH[HPGRAHEQRY ZLWK DVVHWY EHWZHHQILY HE DOV &/BREPVIH@W

HQKDQFHG UKHXGBWLRQ GLVFRRWEEGQYWRXDHSBQKDQFHG WHEXGHQWLD
GRPHVWLF EDQNV ZLWKOEPH\WRDHBIQG  RBLD ELRIBYHQEDYWMIRXOG SURP
ILQDQFLDO VWDE L ONWD\ KRW \ VDIQHS L\QRMEDLIPEMRRBVR VHG H[HPSWLQJ WKF
UHTXLUHRHGWWR P HEMINY WKDW KIICHVEBRBBEOMMHPLFDOO\ ,PSRUWDQW
6,%DQWBKHYH EDQMRUHLWKD Q ELRW LR E ILQOR W\ZHMQ € URW WRIEDQ @ F V
VXEM D0 WBDO®N (35 UHT)XL DBBH@WRQ WKH )JHG KDV SURSRVHG DSS(
RQ D SURJUHVVLY MKHWBHHIHE EDONVWRWK RYHU ELOOLRQ LQ 8 6
JOREDO DVVHWV

3/ DOVR GWGEGKFHPRXQW RI FDSLWDO WKIIBN WKW A G\DEDQ RV W URH |
FDSUWMD®RLUHPHQWY WKH VXSSOHPHQWDU\ OHYHUDDSUBBW®RYRG 6UX O HC
ZRXORXRAHHHWKH DPRXQW ®RPNWDBSUW AH WKDWE WR KROG DIJDLQVW WKH |
SURSRVHG DQRWKHU UXOH WKDW ZRXOG FRPELQH FDSLWDO SODQQL«
IRU ODUJH EDQNYV

&ROOHPWKLISBIRISEVFKDQJHYV ZRW@ GY DHGXIIBIS HWDKMHY QG RWKHU DGYDQF
UHTXLUHPHE YRR ZH WKKBIQOI0Q Y VIWNKH YLHZ RI WKH EDQNLQJ UHJX
VXSSRUWHUV RIWKHVH FKDQJHV EHWWHU WDLORU (35 WR PDWFK WKF
DUH FRQFHUQHG WKDW WKH DGGLWLRQDO V\WWHPLF DQG SUXGHQWL
VRFIRHW\H G XX 6 BWRIU\ EXOIGHYQL QJ WKDW WKH EHQHILWY ZLOO PDLQO\
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Enhanced Prudential Regulation of Large Banks

Introduction

37RR ELJ WRBeTRIVOWKH FRQEADWEMBGWVIRUGHUO\ IDLOXUH ZRXOG
ZLGHVSUHDG GLVUXSWLRQWG UM VXD E QDOHYDWNHWAM QJ HFRQRP|
RXWFRPHYV WHKIP MWW JRXOG IHHO FRPSHOOHG WR SUHYHQW SH
VXSSRUW WR WKH ILUP 6XFKW HBPW KHU\BNRDV HRXWLADHO RRU ZLGHV S U
GLVUXBWKR QLQD QF DYORFRMWHM G LQ ZKHQ WKH VHFXULWLHV
IDLDHG

$OWKRXJK 7%7) KDV EHHQ D SH K HIXIOLEEVBRIGRRN DY RUIW ZDV
VHYHUDO ODUJH ILQPRFHDR MIKRVWODQ@JH ILUPV ZHUH QRQEDQN IL
IHZ ZHUH GHSRVLWRU\ LQVWLWXW LR @WF KRR DY D& WDKK L@ PWR I9Q
OXWXBW/EH JHGHUDO 'HSRVLW ,QVXUDQFH &RUSREDWURG B\,& DU
RW K HUZEVERX W J RLYGI@AUDIMRIDMIFBURXK % DQN Rl $PHULFD ZHUH
RITHUHG DGGLWLRQDO SUHIHUUHG VKDUHV WKURXJK WKH 7URXE
JRYHUQPHQW JXDUDQWHHV R®,¥HDHRVWRH GV BSYRHIFNPMHAH\ RZQH G
MXVWLILHG UBWHURMOPGMWIR QURXQ GV WK DWW WKIHF DLQJP\V LPISRKM W D Q'
SRSXODUO\ XQGHUVWRRGVRR EH) 9RERQNPRMYM DHVRXHG RQ WKR\
JURXQGYV RQFH W D WHERKIE R/YNHUWXFAH QW KDG QR H[SOLFLW SROL
ILUBMIRUHKDQG

,Q UHVSRQVH WR WEUDBHL\DIOO WKRHHHW 5HIRUP DQG &RQVXPHU :
KHUHL QD RGHU D WM / D FRPSUHKHQVLYH ILQDQFLDO UHJXC
ZDV HQDFWHIPRQJ LWV VW D WS ISRAFRSRN HWKBIUHRIDWRKHDO VWDEL
8QLWH G 6VDIMERBHNRR ELJWHR SORHFW WKH U EN BIQFOL@Q W D[S D\
EDLORXWVR®B®QN $FW WRRN D PXOWLIDF KW G BURELRIFK WR DG
7KLV UHSRUW IRFXVHV RQ R®HKI$L)E G B UTRD )BHEENMUDGSH® D F K
KHLJKVBHW@BEQWLDO UHJXODWGE RRIQEDQ@®BUDY EDWPNVGHVLIQDWH
VIVWHPLFDOO\ LPSRUWDQW E\ WKH )L Q®2EF).FOW D6QV B E HO LYW 2 YRH U
WKH 7%7) LVWXH DQG RWKHU SROLF& TFSSHIKRPEWHY WR PLWLJIDWL
6\WWHPLFDOO\:TRFR YWD YRQREQPLDO , EA\VODWRKWDRRYW H

7KH 'R®W® QN $FW DXWRPDWLFDOO\ VXEMHFWHG DOO EDQN KROGI
PRUH WKBIQOOLRQ LQ DVVHWYV WR HQKD QBHIGSU MG RQW %D HIG J X,
QRQELQGLQJ LQWHUWIODIWL RBBQ®D CED QUK BBHIM XODWRUYV LPSOHPHQ
UXOHPDNLBU WKH ILQREBIXIBEM G MHNMNWUDO FDSLWDO UHTXLUHPHQ
EDQNY KHMV(FRQRPLFBHURDWWRU\ 5HOLHI DQG &RIQNDURHUG3IURW
WR KHBHLQ DVHOLPL®PWWV (35 UHT X IEDHMNHWQIMMWIKR DVVHWY EHWZH
ELOOLRQ DQRQD QABL QYGEHW K 05 H V X IgRBBM® HDRLFDO O\ ,PSRUWDQW

1 For an introduction, seERS In Focus IF1070Mtroduction to Financial Services: Systemic RiskMarc Labonte

2The government also created broadly based programs to provide liquidity and capital to solvent banke®f all siz
during the financial crisis to restore confidence in the banking system. For more informatioRS&eport R43413,
Costs of Government Interventions in Response to the Financial Crisis: A RetrasgcBaird Webel and Marc
Labonte

3 For an overview, seERS Report R41350;he DoddFrank Wall Street Reform and Consumer Protection Act:
Background and Summargoordinated by Baird WehdFor moreinformation on systemic risk provisions, 8BS
Report R41384The DoddFrank Wall Street Reform and Consumer Protection Act: Systemic Risk and the Federal
Reserveby Marc Labonte

4 For more informatin, seeCRS Report R4505ZF,inancial Stability Oversight Council (FSOC): Structure and
Activities by Jeffrey M. Stupak
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%DQNY¥,%¥\ WKH )LOQDQFLDO 6WDELOLW\ %RDUG DQRUQWHUQDWL
KDPRUH WKEQOOLR QDX RN DWHARDIOPD V B IS X\LR) IDRH Q W V
PRGLIZHG JLYHV WKH )JHG GLVFUHWLRQ WR DSSOD®RWW LQGL)
ZLWK EHWZHHQ ELOOLRQ PQ® ELRBEG®OR@®Q\ LY ZRXD\EGV
SURPRWH ILQDQFLDO VWD EDOHW\ BQ BNVKRXIQBHMVYX W LR Q

7KLV UHSRUW EHJLQV ZKRV K VD VEXHNAENSHERSQ XRIHQWLDO UHJXODYV
ZKDW UHTXIDJMNHRBEYWWVWKHQ GHYHAXDWOHRXIDE \ESWRSE )HG WKDW ZR
UHGXFH (35 UHTXLUHPHQWY IRU VRPH3ODUJHDED@QNRPMRPH LQ UF
EHIRUH LW ZDV HQDFWHG

Who Is SubjecPrtuudebhhahc Kdgul

8QGBH U WKH DSSOLFDWLRQ RI (35 UHPDLQV PDLQO\ EDVHG R
%URDGO\ VOBD MKQUHH W\SHVHRIVI DQDRZL DLA) BRBUBO LQVWLW XWL
LQVXUHG2 EDRRWLWWKULIWYV BRGNAMURSH WDXQLRIQVQ WKH 8QLWHG
86 RUIRUHLHREDWHRG\ LQVWLWXWLRQV DUH UHJXODWHG PXFK
ILQDQFLDRQFRVWNVWRWLRQ GLVFXVVHV ZK H¥WDKEHWRARY I RUWS(F8% LV |
RI LQVWLWXWLRQV DV ZHOO D GRHMKIHLD WGESE VVR X VVQIR@QFR D @KILFE
DSSO\ DW ZKLFK VL]H WKUPBMKROG LAL IGUMBXAVRAMIGR QRERRR Z

U. S. Banks

S—Mee—+1 S—"1 Tee’—el T-™MS_7Zce

%\ VW DQWOMHF HIE UHJXODWBRE) PSSR IKROWRQJ FRPRSORVLHY % +&V
XVHG DQ\ WLPH D FRPSDQ\ R E®& V%P XOWWDSORVEBRINN VR LE DWO VU J H
FRPSOH[ ILQZQWLD G HSE R FIMMRRRIS HEDIWN P X OMYL SO HHMXHEYWGLDULH)
ILQDQFLDO VHFWRUV VQUHTQHU B PH QAR YD D 8 HE B S\/IORRGMWK H

MXVW LWV EDQNLQJ VXEVLGLDULHYV

J)LYH ODUJH 1EDYHWAKPW RBHUDWHG LQ VHFXULWLHY PDUNHWYV DQ
VXEVLGLDULHV DQG WKHUHIRUH ZHUH QRW %+&V ZHUH DPRQJ V
ILQDQEUP® DQG ZHUH DW WKH FHQWHU RIZHRYRIWNHIXULQJ WKH
LQYHVWPHQW EDQNV *ROGPDQ 6DFKV %-QEKORIWBQV6MD QOH\ ZH
ZKHUHDV RW KHKPD D MQRRGVAHHWH DFTXLOHG N+ RQFK DQG %HDU
BWHDBYW UHVXOW DOO RI WKH ODUJHVW 8 6 LQYHVWPHQW EDC
HQKDQFHG SUXGHQWLDO UHJLPH

| D EDQN GRH%+@RMUKBWEKWH LW LV QRW VXEMHFW WR HQKDQF#
&RQJUHVVLRQIHY SHNH D&UFK IRXQG WZR EDQNV WKDW DUH FXUUH
ELOOLRQ WKUHVKROG DQG GRQ B RW WE MHWI Rt +8L R QW X FRQNUHHU W H
VWUXFWXUH IURP D %+& WR D VWDQGDORQH EHOWXIEMHFW WHRB R U
(35 8QGHU RUWKH ) RIGGNVSHFRW HO &DBOURRUPLRQ ZKLFK ZDV XQFKI

5 Unrelated provisions of the act are discussedR$ Report R4507&conomic Growth, Regulatory Relief, and
Consumer Protection Act (P.L. 1-154) and Selected Policy Issuesordinated by David W. Perkins

6 Based on a comparison eéderal Deposit Insurance Corporati&id(C) dataon assets of depository subsidiaries and
National Information CentgiNIC) data on assets of bank holding companies.

T&KULVWLQD 5H[URGH 3=LRQV WR &/¥aD St®dt JpurkaNovempet20 2D QN /DEHO -~
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E\3 / %+&V ZLWK PRUH WKDQ  DELWIOALR® WO ® L QHNMS S 3WACDQ/D
HVFDSH HQKDQFHG UHJXODWLRQ E\ GHEDQNLQJ L H GLYHVWLQ
SHUPLWWHG® \W6R &\ BKZEBVWKDOMW LV QRW D VLIJQLILFDQW ULVN WKE
WKUHDW WR 8 6 ['LD0® SOAUPQWWHDE LA WWR ZLWKGUDZ IURP (35

:)1..w

6LPLODU WR %+&V WKULIW KROGLQJ FRPSDQLHV 7+&V DOVR F
FRPSDQLHV KDYH VXEVLGLDULHV WKDW DFFHSW GHSRVLWV PD}
VXEVLGLOWKR¥&K DVUR DI®IXODWH® EN WISHV)WDBWXWH GRHV QRW P
7+&V7R GDWH HQKDQFHG SUXGHQWLDO UHJXODWRU\ UHTXLUHPH
VDYLQJV DQG ORDQ KROGLQJ FRPSDQUMY VAL WA\ J#HEINV W S W LR

SURSRVHG UXOI LPSOHPHDRARRODG VIBMHFW5 IRU WKH ILUVW
WLPH LI WKH\ DUH QRW VXEVWD>RQIWEDD® \UHQ IDSINERUQ G QW B UWD Q F
7+&V ZLWK PRUHEMDKDL®RQ LQ DVVHWY WKUHH DUH WREMWDQWLDC
W KRHQW K DW & ¥ DQUFOM V I6WFXE B B F W 2\RR7(13%V KDYH EHWZHHQ ELOOL

ELOOLRQ LQ DVVHWV DQG DYH WKHUHIRUH QRW VXEMHFW W

i Tl—cee’eZze’"—@l 2<“ZE 1 TMIWW]ZZ>1

7KH SURSRNVKIBWJUXRXO&E LPSOMNPHRAWQJIHYV WR WKH ELOOLRQ DV
FUHDWHY IRXU FDWHIJRWKHVVRHAVEDNQNVDEDY NGVR/GIPLF LPSRUWDQ
LQFDVLQJIJO\ VWULQJIHQW (35 UHTXLUBW MXWY HD FEOUBDE WHU HDWK F
LQFUHTDHDWHKRZY ZKLFK %+&RRQG FX&WH GG ON FE HH DVK EDQVHJIR U\
DV ZHOO DV EDQNV QR ORQJHU VXEMHFW WR (35 EHFDXVH WKH\
LQ D¥$YHWWFXVVLRQ RI ZKLFK UHTXLUHPHQWYV B*33QHWR HDFK FI
7LHUHG 7TKWVH¥MR®QVEHORZ

%DQNYV DUH DVVLIJIQHG WR FDWHJRULHY EDVHG RQ VL]H RU RWKH
LOQWHUFRQQHFWHGQHVY UHIOHFWLQJ WKH UHODWLRQVKLS EHW.
7KH PRVW VWULQJHQW WLHU R, %¥YJ&0 D/\NMIRQ\D WBHHY RQO\ WR

https://www.wsj.condrticleszionsplansto-challengeits-big-banklabel1511128273subscription required).

8 The popular name of the provision comes frsong by The Eagles, a 1970s American rock band, with the lyric
3<RX FDQ FKHFN RXW DQ\ WLPH \RX OLNH EXW \RX FDQ QHYHU OHDYH °

°)LQDQFLDO 6WDELOLW\ 2YHUVLJKW &RXQFLO 3)LQDQFLDO 6WDELOLW\ 2YHUVL.
Petition from=% 1 $ress releaseSeptember 12, 2018, fattps://home.treasury.gawwspressreleasesm478

1 )YHGHUDO PHideHtdNStandards for Large Bank Holding Companies andi@asind Loan Holding

Companies Federal Registervol. 83, no. 230, November 29, 2018, p. 61408 tais://www.federalreserve.gov/
newseventgressreleasestred0181031a.htmAlthough the proposal does not cover all EPR provisions, it states that
these categories will be used in all future EPR rulemakings.

LIYHGHUDO 5HVHUYH 1,& 3+ROGLQJ &RPSDQLHV HBitpsumdideigmyy *UHDWHU WKDQ
nicpubwebhicwebHCSGreaterThan10B.aspx

2)YHGHUDO PHideRtdNStndards for Large Bank Holding Companies and Savings and Loan Holding
Companies Federal Registerval. 83, no. 230, November 29, 2018, p. 61408tats://www.federalreserve.gov/
newseventgressreleasdstreg20181031a.htrlthough the proposal does not covBERPR provisions, it states that

these categories will be used in all future EPR rulemakings. The proposal also explores an alternative categorization
method based on the scoring system used to calculate$hB &urcharge. Table 1 does not present baglsategory

under this method.

13 A bank must hold assets above the threshold amount for four consecutive quarters to become subject to EPR.
Likewise, a bank must hold assets below the threshold amount for four consecutive quarters to no longer be subject to
EPR.
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Enhanced Prudential Regulation of Large Banks

JLOQDQFLDO 6W DEY DLQVL QARBUWCGDWLRQDO IRUXP WKDW FRRUGLQD)
ILQDQFLDO DXWKRULWLHVVBI®GVLQMEWE QGDRM\KRQDDGHWRLQGDWGE G *
EDVHG RQ WKRWEDQWXELFW L RK DIOQ VAW ERIQD\H FWHGQHVY VXEVWL
FRPSOMHEXWWHQWO\ EDQNV 6,04V ZRUIQDIVEHG DRI*ZKLFK DUH

KHDGTXDUWHUHG LQ WKH 8QLWHG 6WDWHV &DWHHR®OLRDQFOXC
LQ DVWRUW RUKEXD LRQ MXEFURFVFWLBQG M W FOW.IYV W \ ELOOLRQ
DVVHWY &XUUHQWO\ QW HEWDWY NE RW HRAQ\H VE ) NRRIFPHHW Y WKH ODW W

LQFOXGHY DOO RWKHU EDQNV ZLWK ELOQRRQLRUQRRED QR DV
DVVHWYV ZHLWKWPM GXDIGREPID (RAFRIVKHHW H[SRVXUH DQG DW OHD
WRWD® XVHWEWO\ DOO &DWHJIRU\ ,,, EDQNV PHHW WKH ELO

LQFOXGHY EDQNV ZLWK EHWZHBO ®VVHWYGZKR ERO@RW PHHW WKH
RI WKH RWKHU FDWHJRULHYV

¥ Financial Stability BoAJG 33ROLF\ OHDVXUHV WR $GGUHVV 6\VWHPLFDOO\ ,PSRUWDQW )
2011, athttp://www.financialstabilityboard.orplblicationsy_111104bb.pdfThe identification methodology is

GHVFULEHG LQ %DVHO &RPPLWWHH RQ %DQNLQJ 6XSHUYLVLRQ 3*OREDO 6\VWH
0 HW KR G RanBulative Documenfuly 2011, ahttp://www.bis.orgpublbchs201.pdf

15 Currently, banks with more than $250 billion in assets and banks with more than $10 billion in foreign exposure

must meet these requirements.
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Table 1. Proposed EPR Rule and U.S. BHCs and THCs with
More Than $50 Billion in Assets

(asof September 2018

Subject to EPR Under Proposed Rule

Not Subject to EPR Under Proposed Rule

Category 1: U.S. Qobal-Systematically Important
Banks

JPMrgan Chase & Co.
Bank Of America Corporation

Wells Fargo & Company
Citigroup Inc.

Goldman Sachs Group, Inc.

Morgan Stanley

Bank Of New York Mellon Corporabn
State Street Corporation

Category II: >$750 billion in assets or >$75 billion in
crossjurisdictional activity

Northern Trust Corporation

Category Ill: >$250 billion in assets or meetother
metrics of complexity

U.S. Bancorp

PNC Financial Services Group, Inc.
Capital One Financial Corporation
Charles Schwab

Category IV: $100billion-$250 billion in assets
BB&T Corporation

SunTust Banks, Inc.

American Express Company

Ally Financial Inc.

Citizens Financial Group, Inc.

Fifth ThirdBancorp

Keycorp

Regions Financial Corporation

M&T Bank Corporation

Huntington Bancshares Incorporated

Discover Financial Services

THC >$100 billion in assetsnot subject to proposal
becauseengaged ininsurance:

Teachers Insurance & Annuity Association of Americ:
State Farm Mutual Automobile Insurance Company
United Services Automobile Associatfon

No longer qualify for EPR: $50billion-$100 billion
in assets

Synchrony Financial
Comerica Incorporated
E*TRADE Financial
Silicon Valley Bank

NY Community Bancorp

Source: Federal ReseryePrudential Standards for Large Bank Holding Companies and Savings and Loan
HoldingCompaniesyFederal Registeol. 83, no. 230, November 29, 2018, p. 614B8&deral Reserve, National

,QIRUPDWLRQ &HQWHU

"+ROGLQJ &RPSDQLHYVW ZLWK $VVHWYV *UHDWHU WKDQ
Notess % DQNV DUH FODVVLILHG WR FDW Hat Rtgd:/mwwlicgeipié¢dern)ey/V SURSRVHG UXOF

newseventgressreleasebtreg20181031a.htimSeeTable 3 for EPR requirements by categoip.addition to
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banks withmore than$250 billion in totalassets, bankare classifid asCategory Il banks if they hadore than
$75 billion in nonbank assets, weighted shiertm wholesalefunding, or oftbalance sheet exposure.

a. Thrift Holding Company.

Foreign Banks Operating in the United

7KH HQKDQFHG SUXGHQWLDO UHJLPH DOVRRBSS@MHVDHR [RUHLJC
8 QLW H GWSKRDBWAM VW KH (35 DVVHWJIWR BB BKRRZGH EBY HW KRH
LPSOHPHQWLQJEWHBRX® D W IZDYVH Q BEBWH G PISRWW G 35
UHTXLURPBQWRUHLJQ EDQNV ZLW KLBREOR YEDIMRFEKEILHQFAR Q
DVVWVHWRVHLIJQ EDQNV ZLWK PRUH WKDQ QREDDEYMI VP ZVWW QRQE
IRUP LQWHUPHGLDWH ,K&OFEUL QWKFARPSDHLREHUDWLRQV WKRVH LC
FRPSDQLHV DUH HVVHEQWRDO B QWWNWRIBVWHGQNMTIRU SXUSRVHV RI
HQKDQFHG UHJLPH DQG EDQN,UHJXODWLRQ PRUH JHQHUDOO\

3/ UDLVHG WKH (35 WKUHVKRQAG IRRIWI 0 @ BN& ®X/FVHH I VW KEU H V |
DV VRIWR UH L JQVEBP@NWL | IDFGV WG BWQRWBD UK BDW&RQARU IRUHLJIQ
EDQNVPRUWHKWKEQOOLRQ LQ JOREDO M \DXHWKR B UWA LR R W X\EMHH PG
EDQNV WR (35

%HFDXVH WKH WKUHVKROG IRU GRPHVWLF EDQNV KDV EHHQ UDL
UDLVH WKH W KU BDWR/RIR HRUWREBPQNYWDLQ UHLIW K CBBWER LE\DSINUAL W\

7KH 'RW® QN $FW VWDWHYV WKDW HXQREDQRMGQ/IKRNEBG B WLHIQ REG \RR |
WKH SULQFLSOH RI QDWLRQDO WUHDWPHQW DQG HTXDOLW\ RI F
WKH HIWHQW WR ZKLFK WKH IRUHLJQ ILQDQFLDO FRPSDQ\ LV VXI
FRXQWU\ VWDQGCHDGDWR® W D/AWDRRBDUGY 7KH SDULW\ LVVXH FLC
SHUVSHFWLYH RI 8 6 DVVHWY RU IRUHLJQ6D%VHW\XK FERW AHHBRS O F

ELOOLRQ DQG ELOOLRQ IRG@ B UDYBYVRH@WW HK@®D¢B PAVOWD 8 G\ W R

EDQN ZLWK OHVV WKDQL H EQBWLRREIMH BWWRER Y8 DHBT&ELUHPHQV
6, L H VXEMHFW WR WKH PRVW VWULQJHQW (35 UHTXLUHPHQW)

8QGHU SURSR\KHGRUKQHW ED\WRE QR X DX6UUBEWXEMRPW WR
(35 UHTXLYBWRN@WRUHLJQ EDQNV KDYH OHVV WKDQ ELOOLRQ
L@DEOKD PRRUH WKEQOOLRQ LQ DORENE YIHMWUIMHW PMPHKRUHLJIQ *

16 Section 102 of the DodBrank Act specifies that foreign banks that are treated as banking holding companies
(BHCs) for purposes of the Bank Holding Company Act of 1956, pursuant to Section 8(a) of the International Banking
Act of 1978 are considered BH@&s application of enhanced prudential regulation if they have more than $50 billion

in global assets.

17 Foreign banks may operate in the United States directly through their U.S. branches and agencies or through the
ownership of U.S. banks, BHCs, or atlimancial firms. For purposes of enhanced regulation, the intermediate holding
company threshold does not include assets of U.S. branches and agencies.

18 The DoddFrank Act did not specifically address this structure, although it endorsed a similarrstfaoc foreign

nonbank systemically important financial institutions (SIFls) and permits the Fed to modify enhanced regulation for

IRUHLJQ EDQNV 6HH )HGHUDO 5HVHUYH Fele# Ragistebd p3 L7X60 Hareh2D O 6 WDQGDUGYV
2014, athttps://www.gpo.govdlsyspkgFR-201403-27/pdf/201405699.pdf

19 As of the end of the third quarter of 2018, the federal NIC reports 12 intermediate holding companiezdreyoa
foreign parent with more than $50 billion in assets. Availablatps://www.ffiec.gowicpubwebhicweb/
HCSGreaterThan10B.aspXIC reports total assets on a sligtdifferent basis than the data used to determine whether
a bank is subject to EPR, which is relevant only for companies whose total assets are very close to the thresholds.

20 Federal Reserv@resentation Materials for Resolution PI&equirementsApril 2019, at

https://www.federalreserve.g@boutthefedioardmeetingfiles/resolutionplansvisuals20190408.pdfFinancial
Stability BoaU G 3 /ILVW RI *OREDO 6\VWHPLFDOO\ ,P S RHttW/M@WER6mWPNY ~ 1RYHPEHU
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SURSRVWYHXEOWDOLRQ LQ 8 6 DVVHWY DV D PLQLPXP WKUHVKRO
WKDW PRVW UHTXLUHPHQWY RQRO\GBIS\SOIPRL W HKEZKKIHK WRKIUHHLV R REODC
VXEMHFW (3R UWKIDEIKUHPHQWY ZARKKHD G UR/SR WEBR WY DF-IRVWEW R VV HW V
HILVWBLQXOHY ZKLFK H[HPSW DVVHWYV 3$W3B BHEXOWFRRVHHRURLHL
EDQNV ZRXOG EHFRPH VXEMHFW WR VRPH, @D 08 IAURKP HQWYV XC(
IRUHEDQNQFOXGLQUWDWRRRNKA® EH UHTXUHWHN® QWRVYRBDBPEW/DQV RU
ZLOXQG KU MS RV HEG RDOOHD B/KUIM KWVKEQOOLRQ LQ ZRUOGZLGH DVVE
RSHUDWH LQ DWKHMWBID.WGHIBHWWR R WWKHU 86 DVVHWYV

Table 2. Foreign Banks with More Than $50 Billion in U.S.Assets
(as ofApril 2019)

Category Il or 1ll Category IV
(>$250 Billion in U.S. Assets or (Other Banks with $100 -$250
Meets Other Metrics of Billion in U.S. Assets) Uncategorized ( $50-$100
Complexity) Billion in U.S. Assets)
Toronto-Dominion BNP Paribas Bank of China
HSBC Banco Santander Bank of Nova Scotia
Credit Suisse Bank of Montreal Canadian Imperial
Deutsche Bank BBVA Credit Agricole
Barclays BPCE | & C Bank of China
MUFG Societe Generale Norinchukin
Royal Bank of Canada Sumitomo Mitsui Rabobank
UBS
Mizhuo

Source: Federal Reserve HGHUDO 5HVHUYH “3UXGHQW L DD QW DXEGIMNDE8L RRQY /DUJH )RU
2019 at https://www.federalreserve.goéwseventgressreleasebtreg20190408a.htm

Note: Proposal only applies to foreign banks with over $100 billion in worldwide asEe¢sFed does not

currently collect enough official data to determine whether some foreign banks are Category Il or lll. In addition
to banks with more than $700 billion irotal assets, banks are classified as Category Il banks if they had more
than $75 billion in crosgurisdictional activity. In addition to banks with more than $250 billion in total assets,
banks are classified as Category Il banks if they had more tHahilfidgn in nonbank assets, weighted short

term wholesale funding, or eHfalance sheet exposur8eeTable 3 for EPR requirements by category.

+HUBIWMWKH UHSRUW +ZRLOF@/DBIGI URWRLJQ EDQNLQJ RSHUDWLRQV
FULWHULD GHVED QENGMBIERNYDD WIS RWKHUZLVH QRWHG

Ot her Financial Fir ms

IXPHURWYXHU ODUJH ILQDQFLDO ILUPV RSHUDWLQJ LQ WKH 8QLW
DXWRPDWLFDOO\ VXEMHFEW W RUHGKWYQEMRDHMIRO FWPBQQUNFK D)
JRYHUQPRHRIWRUHG MQWWHBXYUNWYHY KROGLQJ RRPSQBAUHY DQG
+RZHYHU WKH )62& PD\ GHVLJQDWH DQ\ QRQEDQN ILQDQFLDO IL
ILQDQFLDO LQVWLWXWLRQ 6,), LI LWV IDLOXUH RU DFWLYLWLH\

contentiiploads2016list-of-globatsygemicallyimportantbanksG-SIBs.pdf

2! Federal Reserv®resentation MaterialsFigure A, April 2019, ahttps://www.federalreserve.g@abioutthefed/
boardmeeting§iles/resolutionplansvisuals20190408.pdf
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'"HVLJQDWHG 6,),V DUH WIK(3QUWX EFWLAAN WIRQWEHFWBGOBMU G WR
WKHLU EXVLQHOQFRRWFEBSWLRQ )62& KDV GHVLIJQDWHG WKUHH L
3UXGHQWLDO )L RDAQKHQIDA® FR QG RQHP *( &D S L W DGH VOL\ @ D)WM ROH W / |
ZDV VXEVHTXHQW @\ FRX D\OXEERANKG REX BHGRLQLS WUDWLRQ GHFOLQ
DSSHM@KH RW IGHY WIQIDFHR QD@ W HU U H ¥F QO\GRIH ERD)6BY WKHVH
IRUPHU 6,),V KDG VXEVWDQWLDOO\ DOWHUHG RU VKUDQN WKHLU

G H V MWIQRQ

,Q DGGLWLRQ WR V&EH VRIDRHFK &) WKID SBRS&DSMWMWDPDO GODWDEDVH
LGHQWLILHG PXOWLSOH L&V XALBRKFH WK PEDEOELLRQ NG MM W V
8QLRQ TWIPWBEDVH LQFOXGHV RQO\ RIDH FUHIGILOW K Q LLRYQ DALWWHKN F'R
JHGHUDO &UPQGCWHBQRRFUHGLW XQLRQV ZLWK2PRG\ WKD Q ELC
LQYHVWPHQW FRPSDQLH ¥ KDY PRIUH DVK/BIVV XQGHU PDQDJHPHC
DVVHWYV WKH\ RZQ EXWLQWWBXWVWRERHKNYKD W W K H \

What RequiremenBanMus€omply
With Under Enhanced Regulatio

$0%+& DUH VXEMHFDQBRQIRSUIXGHQWLDO VDIHW\ DQG VRXQGQH
WKH )HG 7KH QRYHODN @ PMKEDIRGWRD JURXS Rl VSHFLILF SUXGH
UHTXLUHPHQWY WKDW DFSERORRR QUKHWR O BUHIGIDEPEWR/ FDSL WD O
OLTXRGHWODS ZL \WRGIS\DHIY WHRUQDWLRQDO DJUHHPHQW

8QGHU 7LWOH )R QMK$F VR GVBKRIQ\HLE QW URILY (36 P,MQ BUWRAXQQDWH V
UHJXODWLRQV LPSOHPHQWLQJ WKH UHJLPH EDVHG RQ UHFRPPH
VXSHUYLVHV ILUPV VXEMH FW DVWRN WK LUPHHJ IL RHHQ KBHBUELRESG W R DV

KHLJKWHQH® EMNEDXRHULRU PRUH VW DLDQBBHY MV WWKDDQQG DW GD/S /&L H
VPDOOHU EBQNGHMNNLE® EHFDXVH WKH UHJXODWLRQV DUH LQW!
WKH VDIHW\ DQG VRXQGQHVV RI WKH E\DRQ WVRY PEBHF¥W HUR QUKH U
WKH UHJLPH LV ILQDQFHG WKURXJK DVVHVVPHQWY RQ ILUPV VXE

6RPH (35 SURYLVLRQV DUH LQWHQGHG WR UHGXFH WKH OLNHOLK
GLIILFXOWLHV ZKLOH RWKHUV DUH LQMH @G ED/RR KA ®RS WK BX 6T
SURYLVLRQV GLUHFWO\ DGGUHVV SUREOHPV RU UHJXODWRU\ VK
FULVLV $DRIHWKHY QR FFOOM KDV H[SHULHQFHG ILQDQFLDO GLIIL
LQWR HIIHFW EXOW \QRM HIBBBPH®FHG D GRZQWXUQ LQ ZKLFK IL
EDQNV EHFRPH PRUH OLNHO\ 7KXV WKH ULVN PLWLJDWLRQ SUR
H[SDQVLRQ KDYH QRW \HW SURYHQ WR EH UREXVW LQ D GRZQWX
ZLWK D IDLOLQJ EDQN UHPDLQ XQWHVWHG )LQDOO\ VRPH SDUW
HYDOXDWHBVERRWKGHEHORZ WKH\ VWLOO KDYH QRW EHHQ LPSO

22 MetLife vs. Financial Stability Oversight Councib-0045 (RMC) (U.S. District Court for the District of Columbia
2016), athttps://ecf.dcd.uscourts.ga@gi-bin/show_public_doc2015¢cv0045105.

23 Designations and daesignations are availablehtps://www.teasury.govhitiativesfsocidesignations?ages/
default.aspx

24 Credit Union Times 2&OHDU &87 'DWD ~ GDWD T X H UhttR/(@leargutdatR. ELkinkes.com DW
25 The $50 billion threshold isso used in a few other requirements unrelated to enhanced prudential regBtzation

example, in the Dodérank Act, it is used for two provisions related to swaps regulation and assessments to fund
various activities.
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7KH IROORZLQJ VHFWLRQV SURYLGH PRHH 8HW R)HIDRREGHFKWH UH T X
ZKLFK ZLOO EH UHIHUUH G Q\GR %DSUBHIFI AV, R @ XEED/GEHNWIOW R (35

BXEVHTXHQW WR LQLWLDO LPSOHPHQWDWLRQ QXPHURXV UHJXO
WKH LQGLYLGXDO SURKYVNVVRBW LRI MR/ VHG XFHWKHLU UHJXODW
GRHVY QRW SURYLGH D FRPSUHKHQVLYH FDWDORJ RI WKRVH VXE\

Stress Tests and Capital Planning

BWUHVV WHVWV DQG FDSLWDO SODQQLQJ DUH WZR HQKDQFHG U
WIHWKHU 7LWOH , UWHY ¥MUHAWVFRWEBQYV IRU DQ\ EDQN RU QRQEL
PRUH WKDQ ELOZKLE® LQ DMMHWWE WR PRUH WKDQ ELOOLRC
ZLWK )HG GAR IBHRWINRYD Q F L DEH WAMHPH/QZLWKLOOLRQ DQG ELOC
DVVHWEG VKW XSHUYVWRIHVY WHVWV FDDORG QREYEDRY BQ)

ZLWK PRUH VWOHRQ LQEKE¥KWVY UDLVHG WR PRUH WKDQ ELOOLI
DVVBWYV DOVR GW®& KFGIX FENMHWHNF HOIWWRY DQG WKH IUHTXHQF\
FRPSIQX\Q VWUHVYV WHMMW\D OLOR PWV\RE BHUIHMVR/G WHIYAWOD QG FDSLWDO S
UHTXLUHPHQWY ZHUH LPSOHPHQ VAHIG FVKLUYRIX EK JPQ Q DQUXIAHYV LQ

BWUHVV WHVWVY DWWHPSW WR SURMHFW WKH ORVVHV WKDW EDC
LQ HFRQRPLF DQG ILQDQFLDO FRQGLWLRQV WR GHWHUPLQH ZKH
I X W X U H8 DIOUNNIA/HFDISQ W D O U MVTKXCLW ABREHREIDF X UU H QMW DMVMW YD O X F
WHVWV LQFRUSRUDWH DQ DGYURMH PYH® DW /RSWHFDWR ¥ R ¥ XEIHWH B
DUWRD FRQFHUQ)RDFHK[DHBOH LQ W K H3 KCDYUHDUPAWHHWR IIQ® EL FD L V
VHYHUH JOREDO DHFRIVSDLAQHE KEDW ISHULRG RI KHLJKWHQHG VWL
PDUNHWYVY DQG FRPPHUFI2D@® UHDONVKWWE®HP POHNHKWQJIHV WR WK
SURFHVV WR LQFUHBDVH LWV WUDQVSDUHQF\

&DSLWDO UHTXLUHPHQWYV DEBGUIPY R & Gl 6 DV$ R MHENAANEBHANAVKIRY W
DEVRUE DQ\ XQH[SHFWHG ORMVDHUY LRXQV® K RMBHIDQY/BHIGY FZDLSN. KFEDXON
UHTXLUHPHQWYVY IRU EDQNV ZLWK ERWFHKWKD @ DL VEH® QIR BRUH D V \
WKDQ ELOOLRQ LQ DVWMR/D SBIOW KV REHIBDN@INME HWKRL@D OLRQ DQ
ELOOLRQ 2Y HDWIVGIWV ¥ D SIQMDO ZUHHI THXLKANARXPIKH EBIMWHHD W K H
ILQDQFLDEHNBUVEWG E%DWREOLQ , WO L W D\OH & WIDRUQVH FSHHQRM V
%DVHOKDQFHG FDSLWDO UHTXLUHPHQWY ZHUH SULPDULO\ LPSOH
UHTXLUHPHQWY WKDW DUH WLHG WR VWUHVV WHVW UHVXOWYV

26|n addition to the requirements discussed in this report, the-Braattk Act provides the Fed with the discretion to

impose a number of other conditions on banks with more than $50 billion. The Fed may institute contingent capital

requirements, shetermdebt limits, and enhanced public disclosures. To date, the Fed has not used this discretionary
DXWKRULW\ 7LWOH , DOVR JUDQWYV WKH JHG WKH DXWKRULW\ WR LPSOHPHQW
JHG@«GHWHUPLQHY DSSURSULDWH ~

2Z7YHGHUDO BhhJali CovhplanyRun Stress Test Requirements Federal Registet 98, October 12, 2012, p.

62396, ahttps://www.gpo.govtisyspkgFR-201210-12/pdf/201224988.pdf and FedebO 5HVHUYH 36 XSHUYLVRU\ D
Company5XQ 6WUHVV 7HVW FelErdlRediskebg, Wdtober 12, 2012, p. 62378, at
https://www.gpo.govtisyspkg/FR-201210-12/pdf/201224987 .pdf

28 Federal Reserv@odd-Frank Act Stress Test 201June 2017, p. 5, attps://www.federalreserve.gublications/
files/2017-dfastmethodologyresults20170622.pdf

2% Federal ReseryeFederal Reserve Board Finalizes Set Of Changes That Will Increase The Transparency Of Its
Stress Testing Program For Natifivargest And Most Complex Bank#ress release-ebruary 5, 2019, at
https://www.federalreserve.gméwseventaressreleasestreg20190205a.htm
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7KH ILQDO UXOH IRU FDSLWDO SCDE@EH WEH ERPGH PIHE @ WIGY HQS
$QDO\VLV DQG 5HYQNY RX®$YW VEBPLW D FDSLWDO SODQ WR WKH
SODQ PXVW LQFOXGH D SURMHFWLRQ RI WKH H[SHFWHG XVHV DC
RU HTLDVIWK\D QEHY L GBORN 'WH SODQ PXVW GHPRQVWUDWH WKDW W
LQ FRPSOLDQFH ZLWK FDSLWDO UHTKHLUH® HY YO XONGHW WKK-H SWOND
TXDQWLWDWLYH ZKHWKHU WKH EDQN ZRXOG KDYH LQVXIILFLHQ\
TXDOLWDWLYH JURXQGW WK IPO®HDXBIFRHRISERE © VFIHIN D

, ] WKH )HG UHMWHFWSLWRB EDQORp WKH EDQN ZLOO QRW EH DOORZ
GLVWULEXWLRQV LQFOXGLQJ GLYLGHQG SD\PHQWV XQWLO D UF
DSSURYHG EQWKH YHKGH )HG UH PH YUHHG XIIXWDHOPLHWODWWL YURP WKH FDSL
SURFHVV IRU EDQNV ZLWK OHVV WKDQ 31 ED KO LHRMUL QVR M VVHW V
KDV UHTXLUHG VRPH EDQNV WR UHYLVH WKHLU FDSLWDO SODQV
TXDQWLWDW LG KHRWHRHIGNQ RVW HY LAV KHLU SURFHVYV

Resoluti 6li Plag’'s)Wi lls

3ROLF\PDNHUV FODLPHG WKDW RQH UHDVRQ WKH\ LQWHUYHQHG
IDLOLQJ GXULQJ WKH ILQDQFLDO FULVLV ZDV IELHFFD RDIG VKW R SD
WRR GLIILFXOW WR ZLQG WKWRURKI® ERPTEWOISIEH VPLHEYV EDQN
ZLWK PRUH WKDQ EKOOHK RQ LWODDVMBWWR PRUH WKDQ ELOOI
ZLWK )HG GAR FDS-5WLROEEWQ@NM ZLWKELOOLRQ DQGWR ELOOLRQ
SHULRGLFDOO\ VXEPLW UHVROXWLRQQIWIROW KSIR)$HCO D) D& NIQRZ Q
)',& WKDW H[SWKMH) QF B @ZYW HHDO E LQ@NW K BWHFMH QW RKWVRHYUQDLOXU L
ZLOOV UHTXLUHPHQW ZDV LPSOHPHQWHG WKURXJK D ILQDO UXO
WKH HQG®RKH ILQDE TUXNLOMHG UHVROXWLRQ KOIDIQUPRVR LQFOXGH G
RZQHUVKLS VWUXFWXUH DVVHWV DQG WE®HSBWILWRUY\ LQIRUPD
VXEVLGLDULHV DUH SURWHFWHG IURP ULVNV SRVHG E\ LWV QRQ
ILUP FURMDWDQWHHY FRXQWHUS DMWRLIHYL QIQ\E RS BRR P \ARHOW DRWHG|
EHHQ SGBHWE®BRIHG UXOHV ZRXOG UHGXFH WKH IUHTXHQF\ RI OLY
DQQXDOO\ WR E&HQQDRGONURHGQLDOG® IRU RWKHU ODUJH EDQN

, QK\W ILQDO UXOH WKH UHJXO DWRRUIKWK RIK S O DKQWHLR WE G VK FCKSH \
XQGHUVWD QWGWWKHAWXUMYDQG FRPSOH[LW\ DV ZHOO DV WKHLU U}
VWUDWHILHYV ERPGXGLIQVMVXHR/VNRU EDQN V/RIS HKHIYW DQW L Q ¥ FBLOMIO,
UHTXLUHG WR H[SBRKQXEH WKNMNROUYP G X Q¥?HIV WRKSHS EDKYGBI WXRS W F
EHLQJ OLTXLGDWHG E\ WKH )',& XQGHU WKH 2UGHUO\ /LTXLGDWL

)HGHUDO 5HVHUYH TedeRILRYIBER2AIODTZ681, December 1, 205t
https://www.federalreserve.goeportformsformsreviewRegY13_20111201_ffr.pdFor more information, see

Federal Reserv&apital Planning at Large BanKolding CompaniesAugust 2013, at
https://www.federalreserve.gdndnkinforeghhcreg20130819al.pdf

3)HGHUDO 5HVHUYH 3$PHQGPHQWV WR W Kai 82Fe®ta\RByBte2?) P.Q3MBRG 6 WUHVYV 7HVW
https://www.federalreserve.gméwseventaressreleasestreg20170130a.htm

32 Yearly results are available lattps://www.federalreserve.g@upervisionreglcarby-year.htm

3)HGHUDO 5HVHUYH DQG JHGHUDO 'HSRVLW ,QVXUDQFdde@alRegBRRIDWLRQ 35HVRO
p. 67323, ahttps://www.gpo.gofiisyspkgFR-2011-11-01/pdf/2011-27377.pdf An FDIC-issued companion rule
UHTXLUHV WKRVH EDQNVY GHSRV L&Y Bad be\safd\Wo@nd Ddwh bindeVFBRICH®IODHL Q KRZ WK

3%)HGHUDO 5HVHUYH DQG )',& 35HVR O XW LERnQpS/0bvJedemtebetielgohG ~ $SULO
aboutthefeddoardmeetingfiles/resolutionplansfr-notice20190408.pdf

35 For some entities, such as insurance subsidiaries, other resolution regimes apply besides the bankruptcy code.
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'RGBEUDQN KW SODQ LV UHTXLUHG WR H[SODLQ KRZ WKH ILUP FD
HQY PHRQWURSR GO\ DQBG VRURPUDLW K RN W WHEWE YQIQURPY X SSRUW
WKH JRYHUQPHQW DV VRPH ILUPY LWHKERXWHGEL GYXXNEW L WKH FDQ ¥L
7R GR VR WKH SODQ PXVW LQFOXGH IXDRU@D WQRQFRSLMRIUH EXV
RSHUDWLRQV OHJDO HQWLVWLSHW MPURYBLWWRRQMVWHPV DQG

5HVROXWLRQ SODQV DUH GLYLGHG LQWR D SXEOLF SDUW WKDW
FRQILGHQWLDO L @RUN\DMIERBWERR 6 X WALR@QWIDE.BQQ JR |

WKRXVDQGV,RUSDIEBPWRUV ILQG WKDW D SODQ LV LQFRPSOHWH
PD\ UHTXLUH WKH ILUP WR UHYLVH DQG UHVXEPLW ,I| WKH ILUP |
UHJXODWRUV UDWH WR MW DXMW KRIPHGQBPOHDVH OV DWINLBOVS\L WWO D G
UHTXLUHPHQWY UHVWULFWLQJ LWV JURZWK RUSDGWH YLKMH HV R
SURFHVV EHIDXDWQ STSOPLQUWPKDYH EHHQ | RPOXE LQY VIOIOF HIDPIW H Q
WKDW ZHUH VXEPLWWHG DQG VXEVH®XBQWO\ WOI®XBEPUWRVHG LQ
EHFDPH WKH ILUVW EDQN WR EH VDQFWLRQH® IRU IDLOLQJ WR V

Liquidity Requirements

%DQN OLTXLGLW YWUBEHWY WRR PHEWQRDVK IORZ QHHGV DQG UHDGL
FDVK %DQNV DUH YXOQHUDEOH WR OLTXLGLW\ FULVHV EHFDXVH
ORDQV DQG GHSRVLWYV WKDW FDQ EH ZLWKGUDZQ RQ GHPDQG $
OLTXIDGLMWT XDF\ 7LWOH , UHTXLUHV PRUH VWULQJHQW OLTXLGLW
ELOOLRQ ZRLBKVHWUDLVHG WR PRUH WKDQ ELOOLRQ LQ D
GLVFUMR/DBGO\ WREEWQ@NMZLWKELOOLRQ DQG 7KH EH COALITRQ GIQVD \
UHTXLUHPHQWY DUH EHLQJ LPSOHPHQWHG WKURXJK WKUHH UXO
UXQXQOGTIW\ VWUHVV WHVWYV D IWROQ W UTOOLHG LWS CRRY HQ W LI .
/&5 DQG D SURSRVHG UXOH WUWDQV @HRWX O/GV DEDGIHIKHEBW QM |
16)5° 7KH ILUKQ OLTXLGLW\ VVERIPWE MEARANWK PBS D\ EKDQLRQ
LQ DW\QHMW W KSHU RHSR \OHRG M XWOVHU L Q VRIIQWVK HH/B\ELRQG W®R)5 DS SO\
*6,%V DQG &DWHJIROHY,VEDWNVQJH Q%D YWHIVEIRQNN S $IQE H S WVWR KR V
ZLWK VLJQLILFDQW U@YRODR KREFPYHO G W WHH Q&5 D QG
16)5 WR ODUJH IRUHLJQ EDQNV FélsHUDWLQJ LQ WKH 8QLWHG 6WED

7TKHLQDO UXOH LPSOX®HODQWX QA UWURWUHVV WHVWYV ZDV LVVXHG I
IRU 8 6 EDQNV DQRBUKIOIN*HBIRNVXKOH UHVXEWHF BDRYRI \( 35

36 Orderly Liquidation Authority was intended administratively resolve a firm whose failure posed systemic risk as

an alternative to the bankruptcy procdss: more information, se€RS In Focus IF1071&rderly Liquidation

Authority, by David W. Rerkins and Raj Gnanarajah

S)RU PRUH LQIRUPDWLRQ VHH &56 5HSRUW 5 3/LYLQJ :LOOV" 7KH /HIJDO 5H
Plans for Certain Financial Institutions, by David H. Carpenter.

%)RU PRUH LQIRUPDWLRQ VHH &5608HVSRUMHS5/HIDG/EMIRBH IRU &RQVWUXFWLQJ
Plans for Certain Financial Institutions, by David H. Carpenter.

39 For more information, se€RS Legal Sidebar WSLG1730/ells Fargo6 DQFWLRQHG IRU '"HILBLHQW 3/LYLQJ :
David H. Carpenter

40 For more information, seERS In Focus IF10208he Liquidity Coverage Ratio and the Net Stable Funding Ratio

by Marc Labonte

“Feder®® 5HVHUYH 33UXGHQWLDO 6WDQGDUGV IRU /DUJH )RUHLJQ %DQN 2SHUDW!|
https://www.federalreserve.gméwseventgressreleasdstreg20190408a.htrin exception is living will
requirements, where foreign banks face a less stringent requirement based on their global assets.

2)YHGHUDO 5HVHUYH 3(QKDQ F H GeddiaX Regisiepol [ V26 WWNDa@Ic 17 \ PGV, at

Congressional Research Service 11



Enhanced Prudential Regulation of Large Banks

HVWDEOLVK D OLTXLGLW\ ULVN PDQDVHRPHOWHPRPBDEWZRQGE ERVEG
FRQGXFW PRQWKO\ LQWHUQDO OLTXLGLW\TXWOHWY QLHXWE& DIVYE
+4/%

7KHLQDO UXOH LPSOHPHQWLQJ WKH OLTX#GKW\/&R YHDUWPHJIHQUDRN L F
HITHFW DW WKH EHJLQQLQJ RI DQG ZDV IXOO\ SKDVHG LQ DW
UHTXEDOGMNREMHFWR KR®G HQRXJIK +4/$ WRIGBRWNB REBHW FDVK RX
SHULR® K\SRWKHWLFDO VFHQDULR RI PDUNHW VW$QHVV ZKHUH F
DVVHW FDQ TXDOLI\ DV D +4/$ LI LW KDV ORZHU ULVN KDV D KLJ
D FULVLV LV DFWLYHBD WUHDWWHGLYQRMFRREMHFW WR H[FHVVLYH
HDVLO\ YDOXHG DQG LV DFFHSWHG E\ WKH )HG DV FROODWHUDUC
UHODWLYHO\ PRUH RU OHVV OLTXLG DQG WKHUH LV GLVDJUHHP
TXDOLI\ DV D +4/$ XQGHU WKH /&5 ,Q WKH /&5 HOLJLEOH DVVHW'
FOWHIRWIHNY.QJ I[URP PRVWWWWRWOMHDVWRDQW BEBWRKHMRE\ DUH

JLYHQ PRUH FUHGLW WRZDUG PHHW L @3HWYOHFDW BX RWH DHJHW D Q G
JLYHQ OHYNFRWIHREGRW Rl UHTXLUHG UHJXODWRUV WR SODFH PXQ
PRUH CADIWHGRU\ VR WHEBMR FB QXY EHRX OKRKY KBROGLQJ WKHP

7TKBURSRVHG UXOH WR LPSOHPHQW WKH QHWO QW DER KB DXMHGKDY L
QRW EHHQ@*MIQD OEJREOG UHTXXEHMBEBWANR KDPYFH D PLQLPXP DPRXQ
RI VWDEOH IXQG LENMVEMNAN RADBMHRQ@HHUHQW W\SHV RI IXQGLQJ
DVVARNNOBFHLYH GLIITHUHQW ZHLJKWYV EDVHG RQ WKHLU VWDELOL
VWUHVVHG VFHARXORILDKHI ¥XZGHQJ DV VWDEOH EDYMHIOREXKRZ O
LQ D SDQLF FODVVLILHV LW E\ W\SH FRXQWHUSDUW\ DQG WLPFE
+4/$ XQGHU WRNUOBSPXLUH WKH PRVW EDFNLQJ E\ VWDEOH IXQGLC
WHUP HERXOMW WKH PRVW FUH®IKWM WR)ED UGMXOHGBG OHIDLO GHSR
PHGLXP FUHGLW DQG RWKHUWW\EH ¥ R RROERVOWVVDRIGHGR Q' J
%RUURZLQJ IURP RWKHU ILQDQFLDO LQVWLWXWARQQ/G @RVWLYDWL
TXDOLI\WKKHGHXOH

Counterpartli Bixfposur e

2QH VRXUFH RI VIVWHPLF ULVN DV VRELO QRNGHBUMKBDF@DUBRPHV |
ILUP IDLOV LW LPSRVHV ORVVHV RQ LWV FRXQWHUSDUWLHV I C
WR WKH FRXQW HQSDWMUY HWK XWRFOXWHDG WR RWKHU LQVWLWXWL
VWDELOLW\ 7LWOH , UHTXLUHV EDQN\ZKIFKK PR WD LWHREQ ELOC
PRUH WKDQ ELOOLRQ LQ DWR/ HD\8 S O ¥ MNRK IE)MGN G X/ IFW KB IOFOQ. R Q
DQG ELOOLRMRLQLBVYWHWMKHLU H[SRVXUH WR XQDIILOLDWHG FF
FRXQWHUSDUW\ EDVLV DQG WRIISE UWRHSISRR/XO\H Y HB R UF\R XRONW K B
&RXQWHUSDUW)\ H[SRVXUH OLPLWV USHPDRKGPPWHOIMRHISEXWUH L
DW WG LVFUHWLRQWE S YRRSRVHG UXOHV LPSOHPHQKHAQJ WKHVH

https:/iwww.gpo.gofisyspkgFR-201403-27/jpdf/201405699.pdf
S 21ILFH RI &RPSWUROOHU RI WKH &XUUHQ F Fedatal Registe# 9T, Dxtal@rn1o st RYHUDJH 5D W
61440, 2014athttps://www.federalreserve.gmgwseventgressreleasdstreg20140903a.htm

44 The main difference between the liquidity stress tests and the LCR is tlfiattiee are compangun and therefore

specifically tailored for each company, whereas the latter igfiednd standardized across companies.

% 2IILFH Rl &RPSWUROOHU RI WKH &XUUH Q F Fedahal RegisteASHMheSIW2DIBO H ) XQGLQJ 5D\
p. 35124, ahttps://www.gpo.govfisyspkg/FR-201606-01/pdf/2016:11505.pdf
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ZHUH QRW LQFOXGHG L¢ \OXE VMK M HEOM OLLGHESE) B SRWWG UXOH WR
LPSOHPHQW D VLQJOH FRXQW HIUISTFWW Y RMIRQEDMW B L MKW BR 0O W H L
H[SRVXUH UHSRUWDQRW HTHHQ WMHBSQWSRVHG

&RXQWHUSDUW\ H[SRVXUH IRU DOO EDQNV ZDV VXEMHFW WR UHJ
FHUWDLQ RI| EDODQFH VKHHW H[SHRMRWKIKRWG ERWGLQR IFRR® SD Q\
WRYKDLQFUHDVLQJO\ VWULQJHQW UHTXLUHPHQWY DV DVVHW VL]

ELOOLRQ LQVWRW DG HNGFRHWAF RXQWHUSDUW L FILVHIEE W R[SRV X
RI WKHVEBPISNRWBO%Y FRXQW H U DR BW KBISR RXYUDM QRQEDQN 6,),
OLPLWHG WRH,BRIFD DIOMEPSRVXUH WR DQ\ RWKHU FRXXJWHUSDUW\
LWV FDSLWDO

7KH FUHGLW H[SRVXUH UHSRUWLQJ SURSRVDO ZRXOG KDYH U
QDWXUH DRQGVHKMLMWOQMUHGLW H[SRVXUHV WR VLJQLILFDQW FRXQW
UHIJXODWRUV XQGHUVWDQG VSLOORYHU HITKAWN KDMBRAWY ¢ [GRIU
VXEVHTXHQW UXOHPDNLQJ RQ FUHGLW H[¥RVXUH UHSRUWLQJ VL

Ri sk Management Requirements

7KH ERDUG Rl GLUHFWRUV RI SXEOLFO\ W\ PO B G JFHPRHD/Q IRV RYFH
EHKDOI RI VKITKUHH KIXRIBEGIN ¥ F W SKHEOXUIRDHGVUDGHG EDQNV ZLWK DW
ELOOLRQ ZELWFKVHWWDLVE® WRELWOLRQWR IRWPHWW N
FRPPLWWHHV RQ WKHLU ERDUGYV RI GLUHFWRUV WKDW LQFOXGH
RYHUVLJKW IR IURRR EXHPM QW 7LWOH , DOVR UHTXLUHV WKH )HG
PDQDJHPHQW UHTXLUHPHQWY IRU EDQNW EHWHK G R UMXQMEDWQKH EL
UXOH LPSOHPHQWLQJ WKLV SURYLVLRQ LQ HITHFWLYH LQ -D¢

IRU IR UH EJITK B DUXMNWH WHIH X N UFHRVERQ. MGV EHD Q LQGHSHQGHQW GL
7KH UXOH UHTXLUHV EDQNV ZLWHWPWRWIR WRSQR\ DEERDHIRQLVQ RV
UHVSRQVLEOH IRU ZKVURKPIVEBJISIPRIRWHG /UXOH QAHBOHHPHQWLQJ
XQFKDQJHG

Provisions Triggekienlanmi Rle sptombiel ittoy C

7LWOH , RIWBENSKERB LGHV VH W GHSG ISREHQY RQ2W&KI SURYLVLRG
WKH )HG RU WKH )',& WR XVH ZKHQ WKH UHVSHFWLYH HQWLW\ E
ELOOLRQRLUD @HMWHW B\ H G RMVHQED QRKUHDW W8R) OLHVDVQ R WIK®! IV Z\LIVEIL
Q RWBH/G UDLVHV WKBPIWNVKKIHKKWBE SRZHVRD ODYVEH DSSOLHG

ELOOLRY LDLWKVOIRVGLVFUHWLRQ WR DSSO\ WKHP WR EDQNV EHW

®)HGHUDO 5HVHUYH 3(QKDQFHG 3UXGHQWLDO 6WD QebdhGRegBtEBG (DUO\ 5HPHGLEC
January 5, 2012, p. 594, latps://iwww.gpo.golisyspkg/FR-201201-05/pdf2011-33364.pdfand Federal Reserve

DQG )',& 35HVROXWLRQ FROUVXQWH BE S RUUIMEGE¥A (R)Idtelf@, April 22, 2011, p.

22648, ahttps://www.gpo.govdfisyspkgFR-2011-04-22/pdf/2011-9357.pdf

4YHGHUDO 5HVHUY H UX0D QWO & LBHRCGREIWYA REdisténd1, August 6, 2018, p. 38460, at
https://www.govinfo.gowontentpkg/FR-201808-06/df/201816133.pdf The rule also imgments the Basel Il

Large Exposures Standard.

“¥)YHGHUDO 5HVHUYH 36LQJOH &R X&&vaHRe§iRdBYWakiu16 200, p.L1RI28Y &t ~
https://www.gpo.govtisyspkgFR-2016:03-16/pdf/201605386.pdf

9 7KH SURSRVHG 6&&/ UXOH VWDWHY WKDW IXWXUH UXOHPDNLQJ LPSOHPHQWLC
by the SCCL framework.

°)HGHUDO 5HVHUYH 3(QKDQ F H GeddiaX Regiiedol p V28 WWNDa@Ic I \PG1VY, at
https://www.gpo.gofisyspkgFR-201403-27/jpdf/201405699.pdf
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LQ DVAQHNWHQOWRBFHG UHJXO N&HRBUUHBRSLYBEE QMWD QE WDIOLY VHI
VWDEBLRWWLRQV JHQHUDOO\ GR QRW UHRX.OG D WRQJRHQH G IRF
ZKHQ D SHUFHLYHG WK U HKDWUWRNQRGD DA BLD R | WWKHEALFO BWRYLVLRQ\
WULJJHUHG WR GDWH

6RPH Rl WKHSRDHOWRZ DQUH VLPLODU WR SRZHUV WKDW EDQN UHJX
EDQNW HBWHE GRZHUV RYHU QRKQIVHQSRELWNWHHUGI EHFDXVH WKH\ \
YDU\LQJ GHJUBIHYX O] B/IRQRSYDHDUWEBRRQNNWW HQ G DXWKRULW\ IURP EDC
VXEVLGLDULHV WR EDQ@NVKR O MK EQROPCSIDRQ. M KDY DWADHONH Y L V
EDQNV

)62& SHSRUWLQJ 5HMRX GHMPHHLDPLQH ZKHWKHU D EDQROIZRKPRUH
DVVHWYVY SRVHV D WKUHDW WR ILQDQFLDO VWDELOLW\ )62& PD\ L
+RZHY)dRP& PD\ PDNH LQIRUPDW ISKE WIHFTO\HIYYWDL BRDPDOHILQIRUPDWL
DYDLODEOH

OLWLIJDWLRQ RI *UDYH 7KUHDWWH @ R Y\ QBI6G K MBS 6ERE DI E QGL W \
WKEW@®N ZRWK WKEQOOLRQSRY HDW DHMWWYH WKUHDW WR ILQDQFLLE
PD\ OMPKMWWVLBRUJHUV DQG DFTXLVLWLRQV UHVWULFW VSHFLILF
OLPLW VSHFLILF DFWLYLWLHV ,I QRQH Rl WKRVMWYWHISWPHOLPLQ
WR GLYHVW DVVHWV JHKEHDWR ®DWBRMRKRMGMMEMDRQV 7R GDWH WK
SURYLVLRQ KDV QRW EHHQ WULJJHUHG DQG WKH )62& KDV QHYF
WKUHDW

$SFTXLVLIWMRAH , EURDGHQV WKH UHTXLUHPHQ®ORRQED®D MV \ZH W K
SURYLGH WISHD)RG QRWKFH RI 8 6 QRQEDQN DFTXLVLWLRQV WKD
DQG RI WKHM®AHRMYQWIVKQUHY VXEMHFW WR YDULRXV VWDWX'
UHTXLUHG WR FRQVLGHU ZKHWKHU WKH DFTXRVLWHIRQ ZRXOG SR
HFRQRP\

(PHUJHQMIR'HEWRT XLBDW)LRU EDQNV ZLWK AR MRQIZQW BVVHWV
YHG GLVFUHWLRQ WR DSSO\ WR EDQNV ZLWK E HW WHHHQ, ELOOL
FUHDWHY DQ HPHUWRQ BAKOILRDWRIR RI OLDELOLWLHY WR HTXLW\
VRPHWLPHYV UHIHYHH B J WKW WHER LM\MQOCHIG UXOH LPSOHPHQWLQJ W
SURYLVLRQHLIHFWQ@QMH IRU GRPHVWLF EDQNV DQ® 7-KID\ IRU |
UDWLR LV DSEDQIQHNGUREBILYHD ZULWWHQ ZDU QLD YK RWPK Pe-REWVK B
8 6 ILQDQFLDODQBGWIHDVHWWR DSSO\ ZKHQ WKH EDQN QR ORQJHL
GDWH WKLV SURYLVLRQ KDV QRW EHHQ WULJJHUHG

(DUO\ 5HPHGLDWLRQ(BHODX UWHPHEQWWLRQ LV WKH SULQFLSOH WK
EDQNV VKRXOG EH DGGUHVVHG HDUO\ EHIRUH WKH\ EHFRPH PRU
SHVWDEOLVK D VHULHV RI' WRHBHIGXFHHW KB LR BB WILRIQV\ WKDW |
WIKQ ELOOLRQH[RHDVWMKWNQBLDO GLVWUHVV ZLOO IDLO 7KLV HV
IRY+& VLPLODU LQ VSLULW WR WKH SURPSW FRUUHFWLYH DFEWLF
GHSRVLWRU\ VXEVLGLDULHV 8QOLNH FHURIFBML R R UUHHTPW UHHP IDE W
EDVHRGORI@ FDSLWDO DGHTXDF\ $V IiKH Pl LGHOHF U DROUBR\GHI/L WIWRIHWR

51 Unlike the leverage ratio found in Basel IlI, this emergency ratiased on liabilities instead of assets. It is
calculated as total liabilities relative to total equity capital minus goodwill. This ratio is inverted compared with the
leverage rati@ capital is in the numerator rather than the denominator.

52)HGHUDO 5HVHUYH 3(QKDQ FH GedeaaX RehieBol D IV 260VNDa@ic X7 | 2G1Y, at
https://www.gpo.govtisyspkgFR-201403-27/pdf/201405699.pdf
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WKH VWHSVY WDNHQ XQGHU HDUO\ UHPHGLDWLRQ WR EHFRPH PR
KHLIKWHQHGWRKJHHYRIOMNWRODRQ 7KH )HG LVVXHG D SURSRVHG UXC
SURYLVLRQ WKDW WR GPWH KDV QRW EHHQ ILQDOL]HG

(ISDQOH& ([DPLQDWLRQRUFHIRIPWNVYWOH , H[SDQGV WKH )", &

H[DPLQDWLRQ DQG HRVYRUWFARHQYWYER@GEHIWH UPDLQM ZKHWKHU DQ R
OLTXLGDWLRQ XQGHUYUM@MN BFW RVWKHF HR/&B®U\ WKH )',& LV JUDQ
H[DPLQH WKH FRQGLWLRQ RI EDQRVRALW® BRVUHWWKIIQWOH , DOV
HQIRUFHPHQW/Y%GRY HRUV T#KEE¥W SRVH D ULVN WR WKH 'HSRVLW ,QV;

Basel III Capital Requirements

3D U D OKDHH ORYUED Q N %8B WHWDH | R LBDHIGN UHJXODWLRQ DIVBHU WKH ILQD
EDQN UHLRSDWRWEYRQELQGW®O LU QDWLRW R ORXIKHWPGIHPDNLQJ
%DVHO ,,, GHMWXH (RRAEWHBIDBWW DO UHTXLUHPHQW V&DSIOGUIHG WR DC
UHTXLUHPHQWY DUH LQWHQGHG WR HQVXIWVBEVWKDW B E DENV KDE |
DQ\ XQH[SHFWHG OR\Z\LMA R RWNVK R V X ORWLQINREDWEIFD ED QAL G QRW
LQFOXGH HQKDQFHG FDSLWDO UHTXLUHPHQWY DW WKH RULJLQD
PRUH VWULQJHQW FDSLWDO UHTXHUHRPHORE Y Q R 9 BAKHHOO,D,UB Bl § MW
UHTRHQMVY DSSO\ RQO\ WR ODUJH EDQNV

6XSSOHPH@WBUIDIWLR 6H6M¥HUDJH UDWLRV GHWHUPLQH KRZ PXFK
KROG UHODWLYH WR WKHLU DVVHWYV ZLWKFOXQW®DWRIXNWLQJ IRU
WKDQ ELOOLRQREP@®RHD WKHDWYOOLRQ LQ | RRXMMG W [BRV X IbH
ZKLBKIIHUV IURP WHEW L&RHW K D /J B SES\OLLHFVOW & L IjROVERBDIEND/RHN
VKHHW H[SRNVFWHFLSDWHG ORVVEY WKN@HBEHYW GH V6R \RXSUWDH X HH [DIF H U E
XQFHUWDLQWIYVRERYHD ED@XNVLQJ W KIS UL@D FEDQN-UBHVXWDWRUV
DGRSWRGQMN KDWY HZRXOG & HMNX MBI O® ARG DW WKH KROGLQJ
FRPSDQ\WORH$BODOO GLVFUHWLRQWWUW\LERWKXKRAV DRB 6BSRW DW RGL
VXEVLGLDMR BH VYHR@ VLGHUHBYZRICOIKBSRWOQOWLRHGEDSLWDO UHTXL
WIKHSDQG WR ZKREZRWOBSEBO® IFRGLILHG E\ SURSRVHG UXOHV GLVF

* 6,9%%DSLWDO 6X%DAKDQ JHH DOVRHEEY WR KROG UHODWLYHO\ PRUH F
RWKHU EDQNV LQ WKH IRUP RI D FRPPRQ HIMOHIMN WKHF EDKD M IRU [
WKDW WKH\ SRVH WRSW® H X DQ XGIF 1 ¥DEY KN EWDHOR KEDHA D Q
SKDVLWEKLW FDSLWDD ¥XXAKDHQWO\ WKH VXUFKDBJKHVDSSOLHV W
EXWGHU LWV UXOH LW FRXOG GH %L/J QIDQ\GH LG BER WQ 8 Q.IE U HDRNA [
VXUFKDUKHIMVR DV 7KH )HG \Q/GIHW HLGV W KUBXMB RK ZFRRXVONG *IDFH D KLJKF
FDSLWDO VXUFKDUJH WKDQ UHTXLUHG E\ %DVHO ,,,

FeGHUDO 5HVHUYH 3(QKDQFHG 3UXGHQWLDO 6WDQ Gbdergl Refiste® (DUO\ 5SHPHGLD!
January 5, 2012, p. 594, [tps:/iwww.gpo.govfisyspkg/FR-201201-05/pdf/2011-33364. pdf

54 Many provisions of the Basel Il Accord were adopted in rulemaking in July 2013. The 2013 final rule does not
include the capital surcharge for&Bs. Information on Basel Ill implementation is available at
http://federalreserve.gdvankinforeghaselUSimplementation.htm

55 21ILFH RI WKH &RPSWUROOHU RI WKH &XUUHQF\ Fedei&l RegisteB®4AOMay>’ 5 HIXODWRU\ &I
2014, p.24528, atttps://www.gpo.godtsyspkgFR-2014-05-01/pdf/201409367.pdf
56 Bank for International SettlemenBasel Ill Summary Tabjat http://www.bis.orgbcbsbasel3b3summarytable.pdf

5" YHGHUD O 5H VBasd Gapitdh GMdelines: Implementation of Capital Requirements for Global Systemically
,PSRUWDQW %DQN +R O Btépal RedrseBad,@Qugdst 14, 2015, p. 49082, at
https://www.federalreserve.gmgwseventgtresshcreg20150720a.htm
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&RXQWHUE&DFROILMPDIOAKH EDQNL QJIDUIHVIRVXIHWBRLD VLQDO UXOH LPSOHP
%DVHO ,,, FRXQWHUF\F®36 IHOCPAFR RMUDHK EFX EHOOLROQRUQ DVVHWYV
PRUH ELOOLRQ LQ IRUHKIH @ RXQRWXIUFNF OVWF R & Y2HEDN MH W R KRXOLGJ H
PRUH FDSLWDO WKDQ RWKHU EDQNV ZKHQ UHJXODWRUV EHOLHY
ORVVHV DE QR WKDD/E BH KL DAL QW b RL € BA+HBADIXR/GI WKH FRXQWHUF\FOL
EXIITHU KDV QRW \HW EHHQ LQ BQWFHVIRQ A0 HOOO KRZVOQNN @ \FI RO
UHIJXODWRUV ZRXOG UDLVH LW DERYH JHUR DQG XQGHU ZKDW F
WULJIJHUHG

7TRWDOSHRWRWELQJ &DSDHKW\)HGSEVVXHG D ILQDO UXOH LPSOH
7/$& UHTXLUHPHQ@WWDRAG 8RGBHUDWLRQVE6R% VRHHHFQ/EYH DW WKH
EHILQQLQY RHH UXOH WH®XLWRVKROG D PLQLPXP DPRXQW RI FDS
WHUP GHEW DW WKH KROGLQJ FRPSDROKMHUY VB QVRE WRW K HO/RV
DQGEMNLOQH® WKH HYHQWLRIVREMHQERWWKHROLF\ JRDO RI DYRL(
WD[SD\HU EDLORXWYV RV/GRWRXA® EQFDOBHAWBBVE\ D SURSRVHG
EHORZ

TKHNVBSIUWMDRLUHPHQWY GHWHUP LR WRIBOW KR4I OVIKUHILHWY VFEVDLQG'IN W L |
Gbweb\ EDVLV ,Q WKDW VHQVH WKHVH UHTXLUHPHQWY DUJXDE
EDQRNUJIJLQBRO BRRWLGLQJ FUHGLW DQG RWKHU VHUYLFHYV WKDQ
GLVFXVVHG LQ WKHSEGMYWR PBFWMURQG WRPSOELPQFH FRVWY RQ EDQ

Assessments

7KH 'R@W® QN $FW LPSRVHV YDULRXYV IRAVHH WWHEHID W I/ RROQ L B)D \WW/H X\
3/ UDLWHOG/MUHVKROG IRU VRPH RI WKHNHDVDN \DHNHRPH/GVE Y $\

RQ

X %+&XLWRUH WKEQOOLRQ LQ DVVHWV EHJDQGLQJ LQ 1RYHPE
GHVLIJQDWHGIBQ®/WKH 2I1ILFH RI )LQDQFLDO 5HVHDUFK

X %+&V DQG 7+&V ZLWK DVVHWYV RYHU WREIXIQELREBD QG GHVL.
FRVWGPLQLYIMBBYVEYVPHQWY RQ %+&V DQG 7+&V ZLWK E
ELOOLRQ LQ DVVHWYV PXVW UHIOHFW WKH WDLORULQJ RI

X % +&X/L WK VRIYWHWU LQIBDV IR DWW B §H S\ DQ\
XQFRPSHRRDWMGRUQH E\ WKH JRYHUQPHQW LQ WKH HYHQW
WRHGHWO X LGOI KWWY VHVVPHQW LV LBSRVHG RQO\ DIWH
OLTXLGDWLRQ RFFXUV

5% )HGHUDO 5HVHUYH 35HJXODWRU\ &DI5 IWRDD G X OHVDPKBARUIG HRD QPBHOHPHQW L Q
%DVHO ,,, & RXQWHU F\F&lIFed:@l ReDistdt80 [3ept&midr 16| P016, 3682 at
https://www.federalresee.govhewseventgresshcreg20160908b.htm

59 The movement of the economy through these alternating periods of growth and contraction is known as the business

cycle. For more information, s&RS In Focus IF10411ntroduction to U.S. Economy: The Business Cycle and

Growth, by Jeffrey M. Stupak

60 )HGHUDO 9Fétal tbssRlbsorBing Capacity, Londerm Debt, And Clean Holding Company Requirements

For Systemically Important U.S. Bank Holdi@g@mpanies ‘82 Federal Register 8268anuary 24, 2017, p. 8266, at
https://www.federalreserve.gméwseventaressreleasestreg20161215a.htm

61 Regulatory comphnce costs refer to resources and manpower directly expended on ensuring that a bank is

complying with regulation.

62 I DVWHVVPHQWY RQ WKRVH LQVWLWXWLRQV DQG WKH UHVROYHG ILUPVYT FUHC
liquidation, there is the pential to levy assessments on other financial firms with assets over $50 billion.
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Proposed Changes to Large Ban

$V RI GMKWH Rl WKW G BRRBUWKHN RWKHU EDQN UHJXODWRUV KDYH
WKDW ZRXOG PRGLI\ (35

X 2QMHW ROHPSOHPHQWLQJ3HFWLR®XO ®IUDNVYHW KH
WKUHVKROGKLNRWXB®3H ZRXO G LW K PCSHW ¥ BADOIDQ R Q
DVVIMRY (35 DQG UHGXFH (35 UHTXLUHPH@WWHRRVWO\ IRU EI
ELOOLRQ BLIIOQ Y VHWV

X $ VHFRQG SURPEVHFQEUEWHRQ 3 / RI ZRXOG
UHGXFH FDSLWDO WK I6UWN RAEF®R WW RG) GBHAR NRM Z KL FK
DUHG %V

X 7ZR RWKHU UXOHV ZHUH U RN H @ OLDMVEBLHYSH Q BW Q RV@® \

X 2QH ZRXOG FRPELQH HOHPHQWYV RI VWUHVYV WHVWYVY UHTXL
FUHDWH D VWUBWHTFRISUMWDHOQRXIRU ODUJH EDQNV HIIHFW
FDSLWDO UHTXLUHPHQWY PDLQ®\ %RU ODUJH EDQNV WKDW

x 7KH RWKRMXO3XFH FDSLWDO WHKTHK IBRIY &HQWBA XQGHU
FKDQJLQJ KRZFDIOH 60D W\H G

7KLV VHFWLRQ W¥RFRBRMOGWEWVRHLU SURMHFWHG HIIHFWYV

Hi gher, Tiered Thresholds

3ULRU WR WK HQDFWPH QW JXIODW R U\5 GXIFQWHEID® WHKBXODWRU\
DSSO\LQJ WR WIOHU H B QUNRMHOODLVQLUIRWKDW LQFUHDVLQJO\ VWULQJIH
UHTXLUHPHQWYV DUHVEXS K CL\HMM VB BPNHYBRLFVHY B L || KDY ®IW WL H UV
EHIDGSOLHG RQ DRLDGVRRH EDVHW VWDWXWH UHTXLUHV D JLYHC
DW D FHUWDLQ VL]H LQ VRPH FDVHV UHJXODWRUY]KDYH GLVFU]
DQG LQ RWKHU FDVHV UHJXODWRUV PXVW DSSO\ D UHJXODWLRC

ELOOLRQ QRWDEOH WKUHVKROGV IRXBIGODQ RE® QN ELHIX IORQV L

ELOGLURQ H[SDQGHG WLHUHG UHJXODWLRQ IRU (35 DQG RWK
VHH WH[W ER]

63 Testimony of Governor Daniel Tarullo, before U.S. Congress, Senate Committee on Banking, Housing, and Urban
Affairs, Application of Enhanced Prudential Standards to Beiokding Companigsl14" Cong., ®sess., March 19,
2015, athttps://www.federalreserve.gam@wseventséstimonyfarullo20150319a.htm
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Size Thresholds Outside of EPR

Besides enhanced regulatioizesthresholdsare also used in other regulations. For example, by statute, only
banks with more than $10 billion in assets are subject to the Durbin Amendfievtijch caps debit interchange
fees, andupervisiorby the Consumer Financial Protection BurdauconsumercompliancePursuant to the
Dodd-Frank Act, @ecutive compensation rules for financial firms apply to only firms with more than $1 billior
assets by statute, with more stringent requirements for firms with more than $50 billion and $250 billion
proposedby regulation.

P.L. 115174 created or increased several other asset thresholds used in bank regutatiside of EPRFor
example, it exempted banksom the Volcker Rug if they hadess than $10 billion in assets and trading assets
liabilities less than 5% of total ass&t# also created a new Community Bank Leverage RBaoks with less thar
$10 billion in assetthat wishto opt out of complying withBasel lItapital rulesare allowed to do so if they meet
the Community Bank Leverage Ratibalso created or increased small bank exemptions or tailoring for holdin
mortgagescall reportingrequirements, thrift regulationholding company capital requiremerdasdfrequency of
bank exam&é

(YHQ EHIRUH HQDFWPH@W RDLIWMHE[DPSOH RI WLHUHG UHJXODWI
LPSR® UHTXLUHPHQWY RQO\ RQ EDQNV ZLWK PRUH WKDQ ELOC
LQ DVVHBW%VRGHSHQGLQJ RQ@WKBUHH T X L WK PI¥) @\BKDIEDO V R
WDLORUHG \BBHTRILWKPHQWY IRU EDQNV ZLWK \PR WH BWK D Q EL
PRUH VWULQJHQW UHJXODWRU\ RU F R FEDOQND\PRIVMKITEKDRQHPHQW V
ELOOLRQRLDEPVGHIVEW Q G L Q X IRUIDH WHKGIWJI H T

8QGHU (35 ZREWWERPH PXFK PRUH WL HWHA HQ G HDIHORKBEG E
SURSRVHG UXOHV WKDW Z ReOO@sV VIO W/BH) @ WKERMBENAHFV ( 3\6R
UHTXLUHPHQ3WV IRXRGARFIPOGNHGGLWKRQDBY WR (35 UHTXLUHPHQ
XVLQJ WKH GLVFUHWLRQBU\ DXWERGHW\WSKIRWH GHR IRVHG UXOH'
ZRXOG LPOURVHHVVLYHO\ PRUH VWULQJHQW UHTXLUHPHQWY DFUR
VXPPDULTIBBEAH)VSURSRVHG WKH )HG XVHG WKH GLWRUHWLRQ JUL
HIHPSW EDQNV ZLWK ELPIOQBORIYQMMRPRVW EXW QRW DOO (35 U
WKH\ KDG RWKHU FKDUDFWHULVWLFV WKDW &R GWVLWWHR WXDLONK\
3/ EDQNV ZLWK XQGHU ELOOLRQ ZRXOG EH H[HPSWHG I
H[FHSW WKRVH UHODWHG WR ULVN PDQDJHPHQW

64 For more information, seBRS Report R4191Regulation of Debit Interchange Fedxy Darryl E. Getter

65 For more information, seEBRS In Focus IF1092Financial Reform: Overéw of the Volcker Ruléy Rena S.
Miller.

66 For more information, seBRS Report R4507Fconomic Growth, Regulatory Relief, and Consumer Protection Act
(P.L. 115174) and Selected Policy Issuesordirated by David W. Perkins

") HGHUDO 5HVHUYH 33UXGHQWLDO 6WDQGDUGV IRU /DUJH %DQN +ROGLQJ &RP
&RPSDQLHY ~ )HGHUDO 5HJLVWHU YRO ,@tRttps://wwivRedeétdr Eserise. gov/ S
newseventgressreleasdstreg20181031la.htm ) HGHUDO 5HVHUYH )HGHUDO 'HSRVLW ,QVXUDQFH &
30DQV 5HT ¥eéderdl Redister 16620, April 22, 2019htps://www.fdic.gowiewsboard2019201904-16-

noticedis-b-fr.pdf.
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Table 3. EPR Requirements for Large Banks Under Propos ed Rules

Category Il Category IV
(>$700B Category IlI (Other
Category | assets or see (>$250B or $100B- Uncategorized
Requirement (G-SIBs) notes) see notes) $250B) ($50B-$100B)
Provisions previously applied to BHCs with > $10B assets:
Companyrun annual annual biannual none none
stress tests
Risk committee apples apples apples apples apples
Provisions previously applied to BHCs with > $50B assets:
Fedrun stress annual, annual, annual, biannual, none
tests gquantitative and quantitative and quantitative and quantitative
qualitative qualitative qualitative
Capital plan annual annual annual annual none
Livingwills biennial triennial triennial none: none:
Firm-run more stringent  more stringent  more stringent  less stringent  none
liquidity stress
test
LCR more stringent  more stringent  less stringerit none none
NSFR more stringent  more stringent  less stringertt none none
SCCL more stringent  less stringent less stringent none none
Chief risk apples apples apples apples apples
officer
Emergency apples apples apples none none
provisions
Subject to OFR, EPR, OLA OFR, EPR, OLA OFR, EPR, OLA EPR (less OLA
assessmentfor: stringent),
OLA
Provisions previously applied to BHCs with > $250B asset®r >$10B in foreign exposure:
SLR more stringent  less stringent less stringent none none
(eSLR)
Advanced applies applies none none none
Approaches
AOCI included  mandatory mandatory optional optional optional
in capital
calculation
Countercyclical applies applies applies none none
capital buffer
Provisions previously applied to GSIBs:
TLAC applies none none none none
G-SIB capital applies none none none none
surcharge

Source: The Congressional Research ServicRkg.

Notes: LCR = Liquidity Coverage Ratio, NSFR = Net Stable Funding Ratio, SCCL = Single Counterparty Credit

Limit, SLR = Supplementary Leverage Rati&|B = Global Systemically Important Baa®Cl = Accumulated
and Other Comprehensive Incom&LAC = Total Loss Asorbency Capacity, OFR = Office of Financial
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Research, EPR = Enhanced Prudential Regulation, OLA = Orderly Liquidation Autlity,Intermediate

Holding CompanyBanks by category are listedTrable 1 andTable 2. Banks under $700 billion in assets are

ranked as Category Il if they have over $75 billiomiassjurisdictional activityBanksunder $250 billion in

assets are ranked as Categdhyif they had more than $75 billion in nonbank assets, weighted sean

wholesalgfunding, or offbalance sheet exposurBreviously appliethresholdsrefers to rules under the Dodd

Frank Act and Basel Il before amendments from P.L:17¥5as applied to &. banks-or brevity, this table

GRHVY QRW VSHFLI\ ZKHWKHU HDFK UHTXLUHPHQW LV DSSOLHG WR D IRUHLJC

a. Foreign banks in these categories fadess stringent requirement.

b. Category Il banks with >$75 billion in weightedort-term wholesale funding fathe more stringent
version ofthe rule.

c. Foreign Category IV banks with >$50 billion in weighted stiertn wholesale funding face the less
stringent version ofhe rule.

8QGHU SURSRWHGE UXEBYNV HE WREG IHIDHE DEDIVHING RQ WKHLU 8 6
DVVEMWNK UHTXRWUWHHPBIRXNVWD MLHOVBRKIRW R D 8 S50 LB W\W RV W

FDVHV FRPSDUHG MR WRUH VIWBDIDE NMWLR HR U QMW QLIRIQ N V
&DWHJIRU\ ,YVEB®BORRXOG UHPDLQ OD UJHHOHRAUHAKDOEIBGN Y KZLWK T
,+& LQ &DWHEBROG,EH H[HPSWHG IURP RU IDFH OHVV VWULQJHQW
UHTXLUHPHQWY GHSHQGLRVWR QHATKHUHPTHXQWMFPZRYXWG FRQWLQXF
WKH 8 6 ,+& EXW D IHZ ZRXOG DSSO\ WR DOO 8 6 RSHUDWLRQV
%HFDXVH DVVHWYV RI 8 6 EUDQFKHGH/QHEU P 1B @ FAKR ZBIW N XQRWH K\
SUHYLRXVO\ WKH SURSRVHG UXOH ZRXOG DSSO\ D IHZ (35 UHTX!
SUHYLRXVO\ V XEX\W FRAVHEFRDTBR S R RN G GJ) FRERDMA @K H W RVR KRPH
FRXQWU\ UHJXO DEMICRY IRFHIRDWLOQ LQ WKH 8QLWHG 6WDWHV WK
., RU ,,, EDQNYV

Stress Capital Buffer

BWUHVV WHVWYV DQG FDSLWDO SODQQLQIWKHN\XS UR P HEHW W ISHD DN G
ZLWK DQ DVVHVVPHQW R i KHHMREE-DUS DB D OHWERD @ INW KODAWD QG DQRW
VLPXODW HG KXFBIGFOBAHQDULR GHYHORSHG E\ WKH )HG 7KLV LV V
FDSLWDO UHTXLUHPHQWY PRUH JHQHUDOO\ DQG FUHDWHV VRPH
ORUH JHQHUDSRLQW KHRXING WPKRDMA E\DKENDD @ L RIGPIXY \B V V HW V
VLPXOW DFRHPEBOM QFWELWDO UHT*6E WP RRWW D QREKFOAVSIO HR XV O\
ZLWKGLIIHUHQW FDSLWDO UHTXLUHPHQWY HDFK DGGUHVVLQJ D

TRWU\ WRLPLQ@KPW LW SHUFHLYHV DV UHGXQGDQWRHENWZKBY WKF
SURSRVHG D UXOH WRI FREFE VOH HOW RHQOMWW D QG8 YGHUYWBK H O ,,
SURSRYXIOOE EDPRWYVHZWWREQOOLRQ LQ DVVHWYV ZRXBRBPEDYH WR VL
ZLWKDSLWDO UHTXGEUWMREG@BYHDW R VLPRXKRRMSIDQ HEDNEDWD O

UHTXLUHRHQ@WWR S RARHXE BXFRORS O EV K OWKPLLMYDW K QUHPHW WKW WLHG W
SDGYHVUNWHQDULR LQ WXKLFKW WHK\H/ )WEVWWOIORZHD YR B\R XQGHU

88)YHGHUDO 5HVHUYH 33UXGHQWIQCh®OWDQRBMHWEW LRW YD'UFE U)IRQWH L DwW
https://www.federalreserve.gméwseventgressreleasdstreg20190408a.htrin exception is living will
requirements, wher®reign banks face a less stringent requirement based on their global assets.

69 The 24 capital requirements can be grouped into a few major categories, and all requirements in that category are
very similar. In that sense, having a large number of dapi@irements does not create as much compliance burden

as the number suggests. Rather, the economic burden associated with a large number of requirements stems from the
fact that banks change their behavior to comply with the binding requirement, aiplemafjuirements make it more

likely that the binding requirement could shift and banks would need to change their behavior to take that possibility
into account.

")YHGHUDO 5HVHUYH 33PHQGPHQWY WR WKH 5HJXO DHWBEFedeBl RegéterO &DSLWDO 3
80, April 25, 2018, ahttps://www.govinfo.gowontentpkg/FR-201804-25/pdf/201808006.pdf
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FRPELQURIXLUHPHQWW WH H I8 OVRNEUWHHNIW M% Y WIVEDISW W D O
UHTXLUHPHQWYV

8QGHU FXUUHQWNADNWGE GJ,IFDSILWDRHQWYV D OPRPPR®QVHAXLW\KR O
FDSLWDO FRQV REYE WLRQ W RI| | HULRINWXHH R Q@ WWRISVR | W K H
PLQLPXP DPIRKRPPRQ HTXLW\ 7LHWHTXQWR\VBRWD® & DSILWDWLRQV
FDSLWDO GIZYXWUDBX\WLROM PHHW DQ XQZHLJIJKWHG ®OWYHUDJIH FI
FDSLWDO SODQ Q LBDGXUUR K WD RBREDS MNRDOWLOO PHHW WKH
PLQLPXP DWPPHRTOQW HBKXQERPAPRQ HTXLW\ 7LHU DQG WRWDO FDS
UHTXLUBPMEONM YU VWUHVV WHVW ORVVHWXFXOD) GH & LRTHQ GAD D Q331
VKDUH EX\BERBENSURMHFWHG EBBA BbORWUHVXAHHD VHRONVEYVHWY UHT
SURSRUWLRQDO LQFUHDVH LQ FDSLWDO

7KH SURSRVHG UXOH ZRXOG UHS ODPMKWX A WRALISWEDFRDVEH UHT XL L
EXIITHU BRWXLUHPHQW WKDW EDQNV KROG HQR®BJ& LD S0/ W R

RU RIZBILMKWHG DVVHWYV XHHIKHNHH LR DU HY OHVV UHVW L
WKDQ ZKDW EDQNV |DF HNID OVIHY H COU RMOHOF WHGRZDWIKH PLQLPXP |
WHVW UHTXH HIRE QWY SURYLGHG WKUHH MXVWLILFDWLRQV IRU

VWULQJHQW WKDQ WKH FXUUH QMU KBS IW\GD D USIX Bl § QA QD W HE FH)F IDUKHVF
GLUWVEXWLRQV ZRXOG DXW R AWK B O R S RIVHG WA/ IFRRR KIQWD O E
PHWW ZRXOG QR ORQJHU EH QHFHVVDU\ IRU ILUPV WR KROG HOQTF
GLVW ULERZMYRQN GLVWULEXWLRQ VXMWH DR W KIH) WWUWHOV IRDELW G
IDOOV EHORHFRQG WHBHXHVGIRU UHPRYLQJ VWRENMDHS % 0 B\ KV
RQ WKH JURXQGY WKDW RQO\ GLYDG ISQ®\DSHGEL R G NRH Ol L Q/RQEHW OFAR
VWUHQWO O\ WKH)WEDVWILWY SUHYLRXV DVVXPSWLRQ WKDW EDC
D VWUHVVHG HQYLURQPHQW ZDV DQ XQUHDVRQDEOH RQH

%HFDXVH WKH )HG GHFLGHG WKDW EDQNV ZRXOG QR ORQJHU KD
GLVWULEXWLRQV RWIKEBDO MNWXEH VKIHHWG HQE8 ¥ WKQ GNVKH\ KDYH UHGX
UHTXLUHPHQWY UHODWLYH WR,%XUUYR QMY W W HEH/WWYRHWW - DRSUW V)X
EXINHRXDPB®G D ORZHU FDSLWDO UHTXLUHPHQOWM LW K/ GV 8D WMAJ H Y V
UHTXLUHPHQW VGHS HRYGUIZHKSHORRAV@BIHU WKH VWUHVV WHVWYV ZHUH

,/ WKH\ ZHUH OHVV WKDWQUHTXWHKHG W HHRRMGV VRK HF Y BIPM D O
XQGHU WKH SURSRQYGPUDW KKK FDISQWDO, F V&GWN ZHLW LARRRQU BXW KD Q

WKHQ D EDQN LV UHTXLUHG WR KREG @ AXV UAHDEWW D R QXGCH3IH W
VWUHWYV WHVWYV

“"YHGHUDO 5HVHUYH 33URSROWHIGHYXOMXIHID BEIFLWHPHQWY ~ VWDII PHPRUDQG?
11-13.

2 For GSIBs, if stress test losses exceeded 2.5%, a bank would be required to hold less capital only if the sum of the

EDQNYVY FDSLWDO GLVWULEXWLR QK DHUGH SIWRHNDMANUH & KECDQD-BIK HH VKIPHRIVWWXHLHR E XY Q-
surcharge and dividends.
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Figure 1.Risk-Weighted Capital Requirements, Current and Proposed
Common Equity Tier 1

Current CET1 Requirements Proposed CET1 RW
Std. Reguirements

standardized (RW) Stress Tests (RW)

Capital Distrib, &
Bal, Sheet Growth Dividends
5CB=

Greater of
sum or 2,5%
Stress Losses - Stress losses

Min. Req,
{4.5% for Non-

Mirn. Req. Min. Req.
{4.5% for Non- [4.5% for Non-

G5IB, 6-8% for G- GSIB and
sIB) G-5IB)

G5IB, 6-8% for G-
sIB)

Source: The Congressional Research ServicRk§.

Notes: CET1 = Common Equity Tier 1, RW = risk weighted, CCB = Capital Conservation Buffer, SCB s Stres
Capital Buffer, GBI= GlobalSystemically Important Bank.

8QGHU WKH SURSRVDO EDQNV ZRXOG DOVR IDFH D"¥WUHVV OHY
7KH VWUHVYVY OHYHUBTKLEXI G DUIRXOIQ NWHWRD BRWKES VIWHIH V F DASH. W
ORVVHV DQUWEBMNHGCHYEHUDJIH EXIITHU PRROQBXGRWXUBFOXGH DQ

&XUUHQWO\ WKH OHYHUDJH UDWLR GRHV QRW LQFOXGH D EXIIH
DGGLWLRQDO RI FDSLWDO WR EH FRQNRGHHHW LZHHODFMOLRLQN D O
UXKLUHPHR WY WKLV FDVH DOKNWEEUHW KR XW®& HWVD ORZHU FDSLW
UHTXLUHPHQW WKDQ WKH VWUHVV WHVWYVY DQG %DVHO ,,, OHYHU
ZKHWKHU ORVVHVY SODQQHG FDSLWDOHGBMW WWREW W XRBWH WD Y& H &
WHVWYV ZHUH JUHDVWFHKUW(KD®G UHSRUWY LV JHQHUDOO\ WKH FD\

7KHVH SURSRVHG EXIIHUV WRMHO&GE BRW K DWAL FFIDCSDR WAM\OWRH VW UL FW L
DXWRPDWLFDODE WPR $IMAIHBIDO K BHKOREXIITHUV ,W ZRXOG QRW IH
DQQXDO TXB Q VIXLDO QR X & RHKFHD WV D F X WUKHHQ WWI B D WX WHH \RW V

73 Although theSupplementary Leverage RafBLR) is currently incorporated in the stress test, under the proposal it
would be a separate requirement imzorporated in the stressafter.

74 More capital instruments qualify as Tier 1 than common equity.

“)YHGHUDO 5HVHUYH 33PHQGPHQWY WR WKH 5HJXODWBFedeBlRegétorO &DSLWDO 3
80, April 25, 2018, p. 18167, #ttps://www.govinfo.gowdontentpkg/FR-201804-25/pdf/201808006.pdf Unlike the
risk weighted stress buffer, the leverage stress buffer does not includeéStiBesGrecharge.
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Figure 2.Leverage Capital Requirements, Current and Proposed

Tier 1 Capital
Current Tier 1 Leverage Requirements Proposed Tier 1 Lev,
Requirements
Standardized Stress Tests

Capital Distrib. &
Bal Sheet Growth

Dividends
5LB (at least
1% for Well
- Stress Losses

Capitalized)
Stress Losses

Min. Req. - Well
Capitalized
(5%)

Source: CRS
Notes: SLB = Stress Leverage Buffer

7KH )HG FDOFXODWHG ZKDW ZRXOG KDYH KDSBHQHG UHMKQW SUF
\HDUV ,W IRXQG WKDW \WBMNH CRERTHLE X @D FIRKEOG QRY WKDW D
QRW, % EHFDXVH WKH VWUHVV WHVW L\EFEHWHEWQ\ W EHORLIGRIL Q

ELCMLGER XOG KDIYBLBH6V WR KROG WKH VERMH RXUVPARWKHFD SLWI
6,% VXUFKDUJH LV EHLQJ DGGHG WR WKMHWUHWPH@BYWRO EXII
ZRXOG KDYH LQFUHDVHG E\ EHWZHK® )H & IDADO/IRRRRQG WKBEMODO
ZRXOG KDYH KDG HQRXJK DFWXDO FDSLWDO LQ WKRVH \HDUV WF

76 This estimate was madeforeP.L. 115174was enacted, so it includes all banks with over $50 billion in assets. It is
not clear if the estimate would differ if limited to banks with over $10®biin assets.
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KDW LV D "%LQGLQJpu &DSLWDO 5HTXLUH

When banksdce multiple capital requirements, the minimum amount of capital that they are required to hold
GHWHUPLQHG E\ ZKLFKHYHU FDSLW D @obddptuélly\lidhevey B theM 8WrikH “ E |
different capital requirementhat large banks o6-SIBs, respectively, mustirrently comply withrequires the
PRVW FDSLWDO WR PHHW WKH PLQLPXP UHTXLUHPHQW E HR&Ritdd/
capital becausall of the others require less capital than that ofAgThe bindingequirement will vary from bank
to bank depending on the types of capital and assets it hdigscally, a bank aims to hold enough capital to
alwaysstay comfortably above whatever amount is required by the binding ratio.

Three of the proposals discussén this report involve changes to specific capital requiremeRéslucing or
combining individual capital requirements does not necessarily mean that large banks will have to hold less
That depends on three factors:

(1) which capital requirement is currently binding?
(2) which capital requirement would become binding under the proposal?

(3) does the proposal also make changes to the newly binding capital requirement that would increase or re
the amount of capital thtidbanks must hold?

Proposals to change capital requirements will reduce how much capital a bank is required to hold overall if
proposal reduces the amount of capital required under the capital requirement that is binding under the pro
By contras, if a proposal reduces a requirement that is not binding before or after the change, it will not cha
how much capital a bank is required to hold.

Treat ment of Custod®dyuypPielmenUndgr Leker.
Ratio

&XVWRG\ EDQNV SURWHAHY DFHYLPRW \RHMW IRHG E\ PDQ\ RWKHU ED
JHQHUDOO\ VXEMHFW WR WKH VDPH UHJXOBEW@A&NV KHRTOG UHPHQW:
VHFXULMAHMWH LQWHUHVW RU G LSYURLQEE LRHID V\K R G HD \GHP FE QUL Wi/ LU
VHUYDPHSVWUDQVIHU RZQHUVKLS RI VHEXULWLHV RQ EHKDOI RI Il
LQFOXGLQJ LQYHVWPHQW FRPSDQLHV VXFK DV PXWXDO IXQGV $
FRXQWHUSDUWLHY DQG SD\PHQW V\VWHPV YLD FXOWR®LDQ EDQI
WKHLUTGEBEHQMROQV FDUU\L®V B8 XKWF K G VHEBHEW R B\D SLWD O
SHTXLUHPHPWIVRQ DERYH XQGHUW @HWHHDEMN UBKH R\D PIHQB PR )GQ W
FDSLWDO PXVW EH KHOG DJDLQVW DQ\ DVVHW LUUHVSHFWLYH R
DPRXQW RI W RNV PXYMWVORO G FDSLWDO DJDLQVW WKHLU GHSR
OHYHUDJH RU VXKS90H BXPMBRR IJBEHVKHUH LV QR ULVN DVVRFLDWH
&XVWRG\ EDQNV DUJXH WKDW WKLV GLVSURSRUWLR@DWHO\ EXUC
2WKHU RERXODWKHDW WKH SXUSRVH RI WKH OHYHUIDBEEQUDWLR LV V
FDSLWDO DJDLQVW DVVHWYV UKDIBGEYHWY KIQGHUP LDOE W R H K/
WKDW PHDVXUH

BHFWLR@ / RI DOOIRBPXVWRBAEBILQHG E\ WKH OHJLVODWLRQ D\
SUHGRPLQDQWO\ HQJDJHG LQ FXVWRG\ VDIWRHGIR LORIQ IHLG KIROVG-

7,Q UHDOLW\ VLQFH WKH FXUUHQW WR FDSLWDO UHTXLUHPHQWY DUH DOO
requirement will also likely determine the amount of capital needed within that group of requirements.

78 Bank of New YorkMellon, Northern Trust, and State Street, letter to the Honorable Mike Crapo and Honorable

Sherrod Brown, April 14, 2017.

®)YRUPHU )HGHUDO 5HVHUYH *RYHUQRU 'DQLHO . 7DUXOOR 3 HSDUWLQJ 7KRXJK
School, Princeton Universit{grinceton, NJ, April 4, 2017, pp. 1113, athttps://www.federalreserve.gmgwsevents/
speecHiles/tarullo20170404a.pdf
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FDSLWDO DJDLQVW IXQGV GH&RWR VP HE VD W KH BWD LXB FWHR W Q [DP K.
WR FXVWRPHUNEBSWRLWEXFLDU\ FXVWR G E3® ODRWE KH HENDHDHNSAL Q .
ZRXOG FRQWLQXH WR EH UHTXLUHG WR KRD&SHDLOMWKBIO DIDLQVW
EDQNLQJ UHJXODWRUV SURSRVHG ® UXOH WR LPSOHPHQW WKLYV

&XVWRG\ EDQUNYODUYH QH@GXVWU\ FRQFHSW QRWO B DUWHINK QW R U\
WR EDQN UHJXODWRUV WR GHILQH 3BKHRXRPDQN g VPO HMQWHKHH G HIQ
FXVWRGIHNHHSLQJ DQG DVVHKHVEHURIAEVYDPG DRWHYXWHWHW UDWLR
WLPHV PRUH DVVHWWXGIGHIQENWW RIGRSWHE@®PPQREWO\ HQIJDJIHG
%\ WKLV PHDVXUZR XWOIGUFXDBQRPNTY 1HZ <RUN OHOORQ 1RUWKHUQ
6WDWH' A SWGERMDKIR TXDIOL M KM ILARBUWROHIH EDQNV WKDW RITHL
VHUYLFHV EXW GR QRW T XDWHGRIRRLY D B 0AGNIHIWHR GVKDB\ EH DW [
UHODWLYWGBIH BGGBQ WIQGHFURKHVIREBRW KB UXDBXVW ZRXOG
WR UHGXFH LWV FDSLWDO E\ IRU HYHU\ LW GHSRVLWV DW F
OHOORQ DQG 6WDBVW4V6ERXGI® EBVDEOH WR URGXPHHWWKHLURFDSLW
EDQNLQJ VXEVLGLDU\ GH DFOM MR/XDK WKB WDODWEDQMXR ZRXOG IC
UDWLR XHQGHQWHISE BSRVHG UXOH GHMERWVYRG LQ WKH

7KH SURSRWH® WXIODGWLQ HEWREWDR/G V WEBDIW BAOKH PXKWHRK\ EDQNYV
ZRXOG EH JUDQWHG DQ H[FOXVLRQ HTXLYDOHQW WR WR R
WKHLU FDBAXMWUHFP HQWY DW WKH KROGL@E) BRPEDIQ\HO B WHIO XBLEHI
+RZHYHU WKH SURSRWHG/B8NXOQRWWDKHH Z L\WICRW IWRD SLWDO UHTXL
FXVWRG\ EDQNV DW WKH ERWE LWKHERPYDRDO WHARLUHPHQW DW
OHYHO IRU WZRDKI RN KWMKEDW KNU GV XDUMNHDUORI FDSLWDO UHTXLU
KDYGHFOERQB FRPELQHG ELOOLRQ RIKDGIRKHVKRY H*B/HERQEDQ NV I

80The central banks that currently qualify for this exemption include all countries belonging to the Organization for
Economic Cooperation and Development (OECD) except Mexico and Turkey. For a list, see OECD, Country Risk
Classifications of the Participanto the Arrangement on Officially Supported Export Credits, January 26, 2018, at
http://www.oecd.ordfadekcredtre-crc-currentenglish.pdf

81 For more information, seERS InFocus IF10812Financial Reform: Custody Banks and the Supplementary
Leverage Ratipby Rena S. Miller

820CC, Federal Reserve, FDIRegulatory Capital Rule: Revisions to the Supplementary Leverage &fFederal
Register 18175, April 30, 2019, lattps://www.fdic.gowiewsboard20192019-03-29-noticedis-a-fr.pdf.

83 The 30to-1 threshold was included inthe ChtP D QTV RULJLQDO GLVFRPVYMLRY ButvasW WKDW EHFDP
not included in the version that became law. Discussion draft availaifpsi/www.banking.senate.gawo/media/

docSIL17981.pdf According to the law firm Davis3 R O Nhe thileshold is also slightly lower than the minimum ratio

observed for BNY Mellon, Northern Trust and StStecet between Q1 2004 and Q32018 ~ DQG LV VLIQLILFDQWO\
KLIKHU WKDQ WKH QH[W KLJKHVW UDWLR DPRQJ %+&V VXEMHFW WR WKH 6/5 /)
BURSRVH &XVWRG\ %DQN 5HOLHI 8QGHU WhRey AXIRS,QH® BIQWDU\ /HYHUDJH 5DWLR
https:/iwww.finregreform.cormsingle post201904/23/u-s-bankingagenciespropacse custodybankrelief-underthe
supplementarjeverageratio.

84 The proposed rule would also reduce how much capital custody banks are required to hold under TLAC, but would

not affect how much capital they would be required to hold under the leverage rat X LJL 'H *KHQJKL HW DO 38 6
%DQNLQJ $IJHQFLHY 3URSRVH &XVWRG\ %DQN 5HOLRhReQApH B3, B0KHab XSSOHPHQWI
https:/iwww.finregreform.corsingle post201904/23/u-s-bankingagenciesproposecustodybankrelief-underthe
supplementarjeverageratio.
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Incor por atSilmBg Stulrec hGr ge into the Enhan
Suppl ement ary Ilaemwle rtahge TRatailo Loss Abs o
Capacity

$VOQRWBGMKIHVHO ,,, &DSLW D\OHEMWILRIANH PHYWWXUUHQWO\ FRPSO\
KLJKHU 6/5 WKDQ RWKHU ERQOINWYRNIWKGY WEKHOPXRQHQW HQKDQFF

VHW DW WKH KROGLQJ FRPSDQ\ OHYHO DQG IRU WKH GHSRVLW
ZHOO FDSLWDOL]HG
,Q $SULO DQG&BANVHMIESH RI WKH &RPSWURDESHU R RWKHHG &X WXID@IF \

WR PRGLI\ WKH HQK® ®WHB//IBD®@E UHVSHPMWKY HQKDQFHG 6/5
ZRXOG QRPZWER U6HMD AKEO XV KDOG,Rd Y YWWFKDRWWH HRKROGLQJ
FRPSDQ\ DQG WKH GHS®W MRUY VX BAWK.IE IDIPRX QW RI FDSLWDO UH
* 6,%V ZRXOG LQFUMDWH PZIEWKP SR O\FGHD KDY D VXUFKDUJH Wk
LV OHVV RWKIDUHVSHPMKE O\RSRVHG UXO BLIRX® G UTHGXFHHPHQWYV X
WHKMH)KDQFHG 6/5 6 AW R EFKVZHHQ DQG GHIHRGHQJ RQ Wt
FRPSDUHV WKH FXUUH QW6 6%/ UMR X\ KK DHQW. AREIDWHG 6/5 UHTXL
*6,% LI WKH SURSRVHG UXOH ZHUH ILQDOL]HG

Figure 3. SLR Requirement for G -SIBs, Current and Under Proposed Rule
Anticipated in 2019
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Proposed
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Source: CRS calculations based on disclosures of anticipate®l,Go VXUFKDUJH IRU IURP EDQNV-
reports.

Notes: For each GSIB, the proposed SLR is equal to 3% plus half of H##B3surcharge. State = State Street, B
of NYM = Bank of New York Mellon, Wells = Wells Fargo, B of A = Bank of America, Goldman = Goldman
Sachs, Citi = Citigroup, MS = Morgan Stanley, 3BH® Morgan Chase, HC = Holding Company, Dep Sub =
Depository Subsidiary.

"KHWKHU WKLV UHGXFHV BRRZVPXBK PBBIIFXWDKDCWKR KROG GHSHQG!
6/5 LV WKH ELQGLQJ FDSLWDO UDWLR 7KH )HG UBIBWRUR HREUW KD W

85 OCC, Federal ReservRegulatory Capital Rule83 FederaRegister 76, April 19, 2018, at
https://www.govinfo.gowontentpkg/FR-201804-19/pdf/201808066.pdf
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HDFI6, %% EDQN VXEXXEFLMNKH SURSRUMB GEKBHA BHEPOBEWDO

HDFI6 9%ADBR DR @&/ KH VXEFELGLDEL @AHYRARHHWRMADBRQ WKH RYHUI
%+& ZRXOG KDYH EHBY RPXKHK K/POGOEHHE P ®/XQ\SURSRVHG UXOH
KDYH UHGXFHG UHTXLUHG FD®LWDO E\ PLOOLRQ LQ WRWDO

7KH )HG DUJXHV WKDW LW MW XEHE WKIHU B EQGI L IQRIEFMUARDERNG L WH T X L |
LV LQWHQGHG WR DFWHDYKDVH DB FWNNVTWKR SWMKRHUQMWNL VDWRH ELQGLQJ |
EDQNV KDYH PRUH LQFHQWLR D Y\RRL G KDY LLQ.WV WIKHHU 6D% EHWWK H E L (
EDQNLQJ UHRXOOGWRHBVYBKWHNG FDSLWDO UHTXLUBWYH@WV RU UHG>
SURSRYXHG HG HVWLPHDWWYX W BDKAIE RO DREB@G'KH ELQGLQJ UDWLR
W KU 18 HoY

7KH SURSRVHG UXOH ZRXOG BDWW $&L BIHT XU UAKHXQI VE@XRI B HQ W O\
PXVW PHHW D OHYHUDJH EXIIHU XQGHB ,%W8& RBQEGIBHNVKH SUR
UHXLUHG WR PHHW D OHYHUDJH EXIIHB, ¥ TVODWPMHRULDIKYSGIO XV KD O |
*6,%V FXUUHQWO\ KDYH D VXUFKDUJH EHORZ WKLV ZRXOG UH
SURSRVHG UXOH ZRXOG DOVR PDNH DNVVYURPMG B H TRKIDUAHAH QY\R  WRKUH *
6,%V

Evaluating Proposed Changes

&ROOHFWLYHO\ UHFHQW \8 B RIRMH G IREEQEH M ZRXOBO DQG RWKH
DGYDQFHG (35 UHTXLUHPRQW W KEUQEGIOY, ZHWKKH YLHZ RI WKH
EDQNLQJ UBDIQBOWKHRUYXSSRUWHWKHRKDQJIJHY EHWWHU WDLORU (35
WKH WIK®DRW JH SOV V2 S DRUH PRWQ/F HUKQH 6 GGKDWL RQ DO VA\VWHPLF D
SUXGHQWLDO UL$RWRMVKHWVIH K KWDIQH HEHRY HU H\G X PMS WRIBIXKOWW R U\ E
EHOLHYLQJ WKDW WKH EHQHILWV ZL Q@ K ZIDQ CAKDHBAY X HF /@ BWHK H
HYDOXEWHRP S BWEHDQ HR L \(\BWRWR VW V

$FFRUGLQJ WR 6HFWLR@QN BFWKWKRGIXUSRVH RWRIQKDQFHG UH
SUHYHQW RU PLWLJDWH ULVNV WR WKH ILQDQFLDO VWDELOLW\ F
PDWHULDO ILQDQKLIHO BUVRMURYQ R D AW RG.OHAHWH R | OPLQJALDRQ W
LQVWLWKWHRQ® SUXGHQWLDO UHJXODWLRQ DSSO\LQJ WR DOO E
PLFURSUXGRIFXWLRO PDLQO\ RQ WKM YR GLW L G RBOVRYDVE QW X W L R
UHJXODW QR Q 8 B BUWR B UBHERIFMWILO PDLQO\ RQ WKWEDWDGHU V\\
ODUJH LQSRALRV SWURQ¥XODU LW LV PHDQW WR DGGUHVV FRQFH!
(QKDQFHG UHJXODWLRQ LV QRW QHFHVVDURL®S IPRIPKIHYOW R [F O X \
HOLPLQDWLQJ 7%7) DOWKRXJK FRPELQLQJ DS®URDFKHV FRXOG
HITHFWLYHQHVV 'LITHUMHODQ B BEWVSRUWXH VRIGEUDO GLITHUHQW
HOLPLQDWLQJ 7%7)

8% )YHGHUDO 5HVHUYH 33URSRVHG 5XO XS HIHDRHEQAWWY WKW BW BPHPR UOQIGIPS5ESULO
6.

87 For example, the DodBrank Act also created the orderly liquidation authority (OLA), a special resolution regime

that the FDIC administers to take into receivership failing firms that pose a thfieainal stability. This regime has

not been used to date. OLA has some similarities to how the FDIC resolves failing banks generally. To enhance market

discipline, statutory authority used to prevent financial firms from failing during the financialaittser was allowed

to expire or narrowed by the Doditank Act. The Doddrrank Act prohibited what proponents viewed as overly risky

activities by banks through the Volcker Rule. As noted above, the-Brattk Act permitted forced divestiture for

firms that posed a grave threat to financial stabflipnother power that has not been used to date. For more

information, se€€RS Report R421506 \VWHPLFDOO\ ,PSRUWDQW RU 37RR % WMawR )DLO" )LQDQF
Labonte
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,Q WKH FDVH Rl SURSRVHW® PISEQ8HVRWKEW ZRX® GXFHR/'WLRQ IURP
VA\VWHPLF ULVN SHUVSHFWLYH LV ZKHWKHU ILUPV WKDW KDYH PF¥
6,%V DUH D VRXUFH RI VIVWHPLF ULVN ,1 D EDQN GRHV QRW SRV
7%7) WKHHRMIOWER|I HQKDQFHG UHDQGDMWN RY VX EMME\S HIEV\W R W G
FRVWV ZLWKRXW DQ®ROWHKWRWLQWEHQHILWY LG H6V, SoWHBRVFR Q V H Q
WKH PRVW V\VWHPLF ULVN WKHUH LV OLWW QH \DNJ N HPRMH/G FEQ K
QH[W WLHU R9 SLOQNVMPIDMXHAMLR YK H ULVN WR ILQDQFLD® VWDELOLW
DQG WKH HIILFDF\ RI (35 E@GIPQ@RWDEH QD VKD WRULMHNUWDLQ XQW
IDLOV DQG QR |IDLWODQRAH KWDK/HRFEXWI G

4XDQWLINLQJ WEKIHIBEHQHILWXYX ®RW EHFDXVH WKH EHQHILWYV RI SUH®
FULVLVY DUH ODUJH EXW WKH SUREDELOLW\ RI DQRWKHU FULVLV
DELOLW\ WR LVRODWHWLKEKX GIDIHBWRYRIVDRY RQ IEQPIAMHBDO VWDE
PDLOQWDLQLQJ ILQDQFLDO VWDELOLW\ OLNHO\ GHSHQGV RQ WKH
HITHFW RI YDULRXV SURSRVDOV RQ V\VWHPLF ULVNG@®DDWMRLQWO\
SDUWYV

$OWKRXJK VIVWHPLF ULVN PLWLJDWLRQ LV WKH PORW®W KXW SRVH F
SRWHQWL V& EW FHRIXDY EH ORVW E\ UHG XFLQJ)WKHNQ ¥RKDWY RH E [
UHJXODWLRQ FRXOG UHG ERM MK I O H B8 XIORGRGHW KDW LQ WD[SD'
)',& LQVXUDQFH O RBDLHORRW\BMHVHGEHIRYHUQPHQW ORVW PRQH\ R
LOYHVWPHQWY IROORZLQJ WKH ILOQDQFLDO FULVLV LQ VRPH PLG
DQG &,7 *MEK KDG EHWZHHQ ELOOLRQ DQG ELOOLRQ LQ I
YLHZHG DV V\VWHPLFD 0@V IHBWR R W DBQH U DID WHILSRIWAR QR 0OQWE X\I K D
ZKLFK ZDV WDNHQ LQWR UHFHKDBUBMKHG O (ZF¥ICHE MMBEGH U W

GHSOHWHG WKH HQWLUH )% & HFHRERS/ E W MIEB/XFHD O KH IXIQNGH O LK RR C
ED QDIL OXKBIVWG QRW SRV HEXRRWEVBLIBVMXIOMI LQ ORFDOL]HG RU VHFW

88 Testimony of James Barth, senior fellow Milken Institute, before the House Financial Services Committee, hearing
RQ 3([DPLQLQJ WKH '"HVLIJQDWLRQ DQG 5HIJXODWLRQ R htgppD/e@epubiREBGLQJ &RPSDQ
financialservices.house.gealenda®ventsingle.aspE/entID=399302

89 One seconarder benefit of setting the threshold relatiwlow is that it may avoid causing moral hazard. According

WR IRUPHU )HG *RY H U QséttihD Qe tHr€shd D fdrXh@<e Rtantlirds at firms with assets of at least $50

billion, well below the level that anyone would believe describes a TBfE Congress has avoided the creation of a

de facto list of TBTF firms. ,1| WKLV O R JR.E 11¥1HBoultikcFedse the perception that the government

viewsbaQNV VXEMHFW WR (35 DV 7%7) ILUPV 'DQLHO 7DUXOOR 35HJXODWLQJ 6\VW
Peterson Institute, June 3, 2011htps://www.federalreservgovinewseventspeechtarullo20110603a.htm

According to the Senate report to the legislation that would become the PddeiQN $FW 37KLV JUDGXDWHG DSSU
the application of the heightened prudential standards is intended to avoid identifi€atigrbank holding company

DV VA\VWHPLFD O®Rept. 11016 h.R2Da@tifys://www.gpo.govitisyspkg/CRPT-111srpt1764df/ICRPT

111srptl76.pdfSee Testimony of Professor Michael Barr, before the Senate Banking, Housing, and Urban Affairs

Committee, July 23, 2015, https://www.banking.senate.gtwaringsheasuringhe-systemieimportanceof-us
bankholding-companiesThe Clearinghouse argues that the $50 billion threshold was originally chosen because that

would be the threshold for banks to be subject to any supervision by the Fed in the original Senate bill. The language

stripping the Fed of its regulatory authority was deleted during the legislative process, but the $50 billion threshold
remained. The st G\ DUJXHV WKDW WKH 6HQDWH ELOOTfV UHSRUW MXVWLILHG WKH FKR
institutions with below $50 billion in assets did not have significant nonbank operations, not because such institutions

were systemically important. See, ArdliZz 20PHP 36HFWLRQ S5HYLVLWHG S5HWKLQNLQJ (QKDQF
Regulations, The Clearinghou&anking Perspective014, atttps://www.theclearinghouse.orgéearchianking
perspective®0142014q2-bankingperspectiveskection165revisited

9 For more information, se@RS Report R4341& osts of Government Intemvigons in Response to the Financial
Crisis: A Retrospectiveby Baird Webel and Marc Labonte

91 Offices of Inspector General, U.S. Department of Treasury and Fliiation of Federal Regulatory Oversight of
Washington Mutual BanlApril 2010, athttps://www.fdicoig.govpublicationsfeports10Eval10-002-508.shtml
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GLVUXSWLRQV WR WKH DYDLORERIOILWDRIFEDEGINB PKFKMKH SUR
DUJXHG WKDW VRPH HQKDQ F HGISILWNG A RWFER/DWUIHHTLYINU R A H DWW
FRPSQXWOQW U H VY HE H YRR WDIFR PRWRU D F W L F HWDWBHBB/D QORI H G

ILUP VKRXOBH 8§ Q@\HIUM WW Rl VKDUHKROGHUYV

&RPSDULQJ WKH PDJQLW X G (3 R PEHUY B MLRAOW MAR DVGGL WRRWUO GLIIL
JHQHUWDMEDQFHG SUXGHQWLDO UHTXLUHKPHRIWYHWSWKH ARWWQWR
ZKLFK WKRVH FRVWRXUWRBHDWY ISR ROPQWRDOO\ GHSHQGV RQ D YD
IDFWRUV VXFK DV WKH GHJUHH Rl PDUNHW FRPSHWLWLRQ DQG \
)XUWKHUPRUH IURP DQ HFRQRPLF QHW EHQHILW SHUVSHFWLYH
WKDQ W&AB RMHBWV RQ WKH FRVWROQRBXDKRXWDEKGILMQROQ FUBG LM
EDQNV VXEMHFW WR (35 IDFH KLJKHU FRVWV WKHQ PRUH FUHGL
DW OHDVW SDUWLDOO\ RIIVHWWLQJ W\ HVEHEPHWRIRW KLV AU H G L W
ILUPV ZLOO EH VPDQODQBIFN B O ELXIR M R SHISQ D BRERDQUIHWED Q N V

WR ILUPV WKDW DUH QRW UHJX®BWHKB U RY NDDW\ \D\§ & NVRDFQ G IQ\H
ORZHU LI ILQDQFLDO DFWLYLW\ PLJUDWHYV IURP ODUJH EDQNV V)
EH\RQG WKH VFRSH RI WKDWYWHORIUI K #HXIKWHQHG SUXGHQWLDO
DV SODQEWH@HILWY L H UHGXFWLRQ RI RYHUDOO V\WWHPLF ULV

7KH SRVVLELOLW\ WKDW 7%7) EDQNV FUHDWH PDUNHW GLVWRUW
1RUPDOO\ KLJKHU FRVWYV LPSRVHG E\ UHJX&DRMXMWMQ BHHGXFH HFR
EDODQFHG DJDLQVW WKH EHQHILWY WKH\ SURYLGWKHRZHYHU LI
WKHRU\ WKDW LI 7%7) ILUPV H[SHFW WKDW IDLOXUH ZLOO EH SU
JUHDWHU ULVNV WKDQ WKH\ RWKHHNQ GWBOAHEIRBND \ERHAFHD XQ\HH DANKLHA HE
FRQVHTXHQFHV RIPDKRWHWUDVYROXUH W KNDRW IHXCOCAMRIMN | FIRALW Q@ F \

LQFUHDVH HURFIDHQRFLHWDE SHGXSWNDWERW GLIIHUHQWO\ LI WK
D 7%V XEVIMGKHQ HQKDQFHG UHJXODWLR §DRDN LLDHOGOK FRYI W K /W VX E
IXQGLQJ DGYDQWDJH WKDW VRPH EHAH® WKHIVHVIERXWVKEE EW R R UARY
EHQHILWYV RBSNPUARHPIRYILQJ VRPHZEO Q NG/HHBIHHRPG(EWKKLDOO\ RQ Z
EDQNV DB TXHVWLRQ WKDW FDQQRW EH DQVZHUHG GHILQLWLY

7DLORULQJ DOVR DGGUHVVHV WKH FRQFHUQ WKDW HQKDQFHG U
FRPSOLDQFH FRVWYV RR@ R B GMHIU 6ERNGINNBTMENBD 8 PHQWY DUH KLJKC
FRPSOH[ DQG PRUH FR\ABW@A'S /GQRHFRWP\S R\ ZLKMHK UHFHQW SURSRVDO!

2'DQLHO 7DUXOOR 35HWKLQNLQJ WKH $L P WeRe¢ddrbal R&eh@ BankObicBddJ X ODWLRQ ~ VSt
May 8, 2014, ahttps://www.federalreserve.gmgwseventspeecharullo20140508a.htm

93 Testimony of Simon Johnson, economist, before the House Findheldl YLFHYV &RPPLWWHH KHDULQJ RQ 3([I
WKH '"HVLIQDWLRQ DQG 5HIXODWLRQ RI % D QathttpR/Meépubiran& RPSDQ\ 6,),V ~ -XO\
financiakervices.house.gamdlendamventsingle.asp¥¥entlD=399302

94 Compliance costs with stress tests are reviewed in Government Accountability @diitigonal Actions Could
Help Ensure the Achievement of Stress Test GNalgember 15, 2016, p. 30, tetp://www.gao.govgroductsGAO-
17-48.

9 The extent to which costs are passed on to customers in the form of higher lending rates depends, in part, on the form
that those costs takBomeenhanced pidentialrequirements impose mainlylamp-sum compliance cost (e.g.,

compiling a living will), whereas othermainly changeD E D Q N 1V fimDinhXbsis®.Q,capital surchargethat

apply to only GSIBs or advanced approaches bankfianges to margah costs would result in a more direct
UHGXFWLRQ LQ WK H-suvhxXa&pligadé coétE.DQ OXPS

9% Assuming that the overall supply of credit remained constant, raising funding costs of banks subject to EPR would
reduce the amount of funding (debt andiggsupplied to those firms, thereby increasing the supply of funding
available to other firms. Economic theory predicts that the greater supply of funding available to other firms would
allow them to provide more credit at lower cost.
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