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Conventions used in this report

billion  thousand million
trillion  thousand billion

Group 1 banks are those that have Tier 1 capital of more than €3 billion and are internationally active. All
other banks are considered Group 2 banks.

Components may not sum to totals because of rounding.

The term “country” as used in this publication also covers territorial entities that are not states as
understood by international law and practice but for which data are separately and independently
maintained.

All data, including for previous reporting dates, reflect revisions received up to 22 January 2016.
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Highlights of the Basel III monitoring exercise as of 30 June 2015

All large internationally active banks meet Basel IIl minimum and CET1
target capital requirements

To assess the impact of the Basel IIl framework on banks,! the Basel Committee on Banking Supervision
monitors the effects and dynamics of the reforms. For this purpose, a semiannual monitoring framework
has been set up on the risk-based capital ratio, the leverage ratio and the liquidity metrics using data
collected by national supervisors on a representative sample of institutions in each country. This report is
the ninth publication of results from the Basel Il monitoring exercise? and summarises the aggregate
results using data as of 30 June 2015. The Committee believes that the information contained in the report
will provide relevant stakeholders with a useful benchmark for analysis.

Information considered for this report was obtained by voluntary and confidential data
submissions from individual banks and their national supervisors. Data was provided for a total of 230
banks, including 101 large internationally active (“Group 1") banks and 129 other (“Group 2") banks.3
Members' coverage of their banking sector is very high for Group 1 banks, reaching 100% coverage for
some countries, while coverage is lower for Group 2 banks and varies by country.

In general, this report does not take into account any transitional arrangements such as phase-
in of deductions and grandfathering arrangements. Rather, the estimates presented generally assume full
implementation of the final Basel III requirements based on data as of 30 June 2015. No assumptions have
been made about banks' profitability or behavioural responses, such as changes in bank capital or balance
sheet composition, either since this date or in the future. For this reason, the results are not comparable
with current industry estimates, which tend to be based on forecasts and consider management actions
to mitigate the impact, and they also incorporate estimates where information is not publicly available.
Furthermore, the report does not reflect any additional capital requirements under Pillar 2 of the Basel II
framework, any higher loss absorbency requirements for domestic systemically important banks, nor does
it reflect any countercyclical capital buffer requirements.

Basel Committee on Banking Supervision, Basel lll: A global framework for more resilient banks and the banking system,
December 2010 and revised June 2011; Basel Committee on Banking Supervision, Basel lll: The Liquidity Coverage Ratio and
liquidity risk monitoring tools, January 2013; Basel Committee on Banking Supervision, Basel Ill leverage ratio framework and
disclosure requirements, January 2014, Basel Committee on Banking Supervision, Basel IlI: the net stable funding ratio, October
2014. These documents are available on the Committee’s website at www.bis.org/bcbs/basel3.htm.

A list of previous publications is included in the Annex.

Group 1 banks are those that have Tier 1 capital of more than €3 billion and are internationally active. All other banks are
considered Group 2 banks. Not all banks provided data relating to all parts of the Basel IIl framework.
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Risk-based capital requirements

In the analysis of the risk-based capital requirements, this report focuses on the following items, assuming
that the positions as of 30 June 2015 were subject to the fully phased-in Basel Il standards:

o Changes to bank capital ratios under the Basel Ill requirements, and estimates of any capital
deficiencies relative to fully phased-in minimum and target capital requirements (including
capital surcharges for global systemically important banks — G-SIBs);

. Changes to the definition of capital that result from the full phasing-in of the Basel IlI capital
standard, referred to as common equity Tier 1 (CET1), including a reallocation of deductions to
CET1, and changes to the eligibility criteria for additional Tier 1 and Tier 2 capital; and

. Increases in risk-weighted assets resulting from phasing-in changes to the definition of capital.

Capital ratios

Compared with the transitional Basel Ill framework, the average CET1 ratio under the fully phased-in
Basel Il framework* would decline from 11.9% to 11.5% for Group 1 banks. The Tier 1 capital ratios of
Group 1 banks would decline on average from 13.2% to 12.2% and total capital ratios would decline from
15.8% to 13.9%. For Group 2 banks, the decline in capital ratios is slightly less pronounced than for
Group 1. Assuming full phasing-in of Basel III, the aggregate CET1 ratio would decline from 13.1% to 12.8%
and Tier 1 capital ratios would decline on average from 13.9% to 13.2%. Total capital ratios would decline
by a slightly greater amount, on average from 16.0% to 14.5% due to the phase-out of Tier 2 instruments
which will no longer be eligible in 2022.

CET1 capital shortfalls

Assuming full phasing-in of the Basel Ill requirements as of 30 June 2015, including changes to the
definition of capital and risk-weighted assets, all Group 1 banks would meet the CET1 minimum capital
requirement of 4.5% and the CET1 target level of 7.0% (ie including the capital conservation buffer); this
target also includes the G-SIB surcharge according to the list of banks published by the Financial Stability
Board in November 2015 where applicable.> Group 1 banks report no shortfall at the CET1 target level for
the second consecutive reporting period.®

Under the same assumptions, all Group 2 banks would meet the CET1 minimum capital
requirement of 4.5%; however, the capital shortfall is estimated at €0.2 billion at the CET1 target level of
7.0%.

Leverage ratio

The average transitional Basel Ill Tier 1 leverage ratios (ie reflecting all applicable transitional arrangements
to the definition of capital) would be 5.6% for Group 1 banks and for G-SIBs 5.5%, while it would amount
to 5.6% for Group 2 banks. The average fully phased-in Basel Il Tier 1 leverage ratios are 5.2% for both
Group 1 banks and G-SIBs, while for Group 2 banks the average is 5.4%. Seven out of 106 Group 2 banks

See Section 1.1 for details on the scope of the exercise.

See Financial Stability Board, 2015 update of list of global systemically important banks (G-SIBs), 3 November 2015,
www.financialstabilityboard.org/wp-content/uploads/2015-update-of-list-of-global-systemically-important-banks-G-SIBs.pdf.

The December 2014 shortfall figures have been adjusted to reflect changes in currency values through 30 June 2015.
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with an aggregate shortfall of €4.3 billion would not meet a fully phased-in minimum Basel Il Tier 1
leverage ratio of 3%, while all Group 1 banks now meet the requirement.

Combined shortfall amounts

This Basel Il monitoring report also analyses the combined shortfall amounts needed to meet both risk-
based capital and any applicable Tier 1 leverage ratio requirements (see Section 2.8).

For Group 1 banks, the leverage ratio has no impact on the capital shortfalls at the minimum or
target levels. For Group 2 banks, the inclusion of the fully phased-in Basel Il Tier 1 leverage ratio shortfall
raises the additional Tier 1 capital shortfall at the minimum level from zero to €4.3 billion. At the target
level, the additional Tier 1 capital shortfall rises by €4.3 billion (from €2.9 billion to €7.2 billion) when the
Basel III Tier 1 leverage ratio requirement is included. In turn, this inclusion of applicable Basel III Tier 1
leverage ratio shortfalls increases the total capital shortfall from €0.3 billion to €4.6 billion considering all
capital ratio minimums and from €8.6 billion to €13.0 billion at the target level.

Liquidity standards

Liquidity Coverage Ratio

The Liquidity Coverage Ratio (LCR) was revised by the Committee in January 20137 and came into effect
on 1 January 2015. This marks the first reporting period in which all banks are subject to the minimum
60% requirement that came into effect on 1 January 2015 according to the Basel Ill phase-in arrangements.
The minimum requirement is initially set at 60% for 2015 and will then rise in equal annual steps of 10
percentage points to reach 100% in 2019. The end-June 2015 reporting period was the sixth data collection
exercise for which a comprehensive calculation of the revised LCR standard could be conducted. Key
observations from a comparison of current period to previous period results include:

. A total of 92 Group 1 and 68 Group 2 banks participated in the LCR monitoring exercise for the
end-June 2015 reference period.?

. The average LCR for the Group 1 bank sample was 123.6%. For Group 2 banks, the average LCR
was 140.1%. These figures compare to average LCRs of 125.3% and 144.3% for Group 1 banks
and Group 2 banks, respectively, at end-December 2014.

) Of the 160 banks in the LCR sample, 84% reported a ratio that met or exceeded a 100% minimum
requirement, compared with 81% at end-December 2014, while all banks reported an LCR at or
above a 60% minimum requirement, compared with 95% at end-December 2014.

) The aggregate LCR shortfall at a minimum requirement of 100% was €57 billion, which represents
approximately 0.1% of the more than €64.2 trillion in total assets of the aggregate sample. This
compares to a shortfall of €147 billion (which represents approximately 0.2% of the €62.0 trillion
total assets of the aggregate sample) as of end-December 2014. Since no bank reported an LCR

7 Basel Committee on Banking Supervision, Basel lll: The Liquidity Coverage Ratio and liquidity risk monitoring tools, January 2013,
www.bis.org/publ/bcbs238.htm.

8 This significant drop in sample size from the previous reporting period is largely due to the exclusion of results for one
jurisdiction due to data quality limitations.
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below 60%, there was no LCR shortfall at a minimum requirement of 60%, compared to €70 billion
at end-December 2014.

Net Stable Funding Ratio

The Net Stable Funding Ratio (NSFR) was revised by the Committee in October 2014.° The end-June 2015
reporting period was the second data collection exercise for which a comprehensive calculation of the
revised NSFR standard could be conducted. As such, comparisons to previous reporting periods are
available beginning with this collection exercise. Key observations from the current period results include:

9

A total of 100 Group 1 and 102 Group 2 banks participated in the NSFR monitoring exercise for
the end-June 2015 reference period.

The weighted average NSFR was 111.9% for Group 1 banks and 114.0% for Group 2 banks at
end-June 2015 compared to 111.2% and 113.9% respectively, at end-December 2014.

79% of Group 1 banks and 83% of Group 2 banks meet or exceed the 100% minimum NSFR
requirement, with 92% of Group 1 banks and 94% of Group 2 banks at an NSFR of 90% or higher
as of end-June 2015.

The aggregate NSFR shortfall — which reflects the aggregate shortfall for banks that are below
the 100% NSFR requirement and does not reflect any surplus stable funding at banks above the
100% requirement — was €415 billion at end-June 2015 compared to €576 billion at end-
December 2014. The shortfall was €374 billion and €41 billion at end-June 2015 for Group 1 and
Group 2 banks, respectively, compared to €526 billion and €50 billion at end-December 2014.

The NSFR, including any potential revisions, will become a minimum standard by 1 January 2018.

Basel Committee on Banking Supervision, Basel lll: The net stable funding ratio, October 2014, www.bis.org/bcbs/publ/
d295.htm.
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Detailed results of the Basel III monitoring exercise as of
30 June 2015

1. General remarks

At its 12 September 2010 meeting, the Group of Governors and Heads of Supervision (GHOS), the
oversight body of the Basel Committee on Banking Supervision, announced a substantial strengthening
of existing capital requirements and fully endorsed the agreements it had reached on 26 July 2010.* These
capital reforms, together with the introduction of two international liquidity standards, responded to the
core of the global financial reform agenda presented to the Seoul G20 Leaders summit in November 2010.
Subsequent to the initial comprehensive quantitative impact study published in December 2010, the
Committee continues to monitor and evaluate the impact of these capital, leverage and liquidity
requirements (collectively referred to as “Basel IlI") on a semiannual basis.? This report summarises the
results of the latest Basel Il monitoring exercise using 30 June 2015 data.3

11 Scope of the monitoring exercise

All but one of the 27 Committee member countries participated in the Basel IIl monitoring exercise as of
30 June 2015. The estimates presented are based on data submitted by the participating banks and their
national supervisors in reporting questionnaires and in accordance with the instructions prepared by the
Committee in July 2015.# The questionnaire covered components of eligible capital, the calculation of risk-
weighted assets (RWA), the calculation of a leverage ratio and components of the liquidity metrics. The
final data were submitted to the Secretariat of the Committee by 22 January 2016.

The purpose of the exercise is to provide the Committee with an ongoing assessment of the
impact on participating banks of the capital and liquidity standards set out in the following documents:

1 See the 26 July 2010 press release “The Group of Governors and Heads of Supervision reach broad agreement on Basel
Committee capital and liquidity reform package”, www.bis.org/press/p100726.htm, and the 12 September 2010 press release
"Group of Governors and Heads of Supervision announces higher global minimum capital standards”,
www.bis.org/press/p100912.htm.

2 A list of previous publications is included in the Annex.

3 The data for Japan are as of the end of March 2015, as banks in that country report on a biannual basis as of the end of March
and the end of September to correspond to the fiscal year-end period. Further, the data for Canada reflect a reporting date of
30 April 2015, which corresponds to Canadian banks’ fiscal second quarter-end.

4 See Basel Committee on Banking Supervision, Instructions for Basel Il implementation monitoring, July 2015,
www.bis.org/bcbs/qis/.

Basel Il Monitoring Report March 2016 5


http://www.bis.org/press/p100726.htm
http://www.bis.org/bcbs/qis/

o Revisions to the Basel Il market risk framework® and Guidelines for computing capital for
incremental risk in the trading book;®

o Enhancements to the Basel Il framework’ which include the revised risk weights for re-
securitisations held in the banking book;

o Basel lll: A global framework for more resilient banks and the banking system as well as the
Committee’s 13 January 2011 press release on loss absorbency at the point of non-viability;®

o Capital requirements for bank exposures to central counterparties;®

. Global systemically important banks: updated assessment methodology and the additional loss
absorbency requirement as well as the updated list of G-SIBs published by the Financial Stability
Board in November 2015;1°

. Basel Ill: the Liquidity Coverage Ratio and liquidity risk monitoring tools;*
. Basel lll: the net stable funding ratio;** and
. Basel Ill leverage ratio framework and disclosure requirements.*3

1.2 Sample of participating banks

Data were provided for a total of 230 banks, including 101 Group 1 banks and 129 Group 2 banks.'*
Group 1 banks are those that have Tier 1 capital of more than €3 billion and are internationally active. All
other banks are considered Group 2 banks. Banks were asked to provide data at the consolidated level as
of 30 June 2015. Subsidiaries are not included in the analyses to avoid double-counting. For Group 1
banks, members’' coverage of their banking sector was very high, reaching 100% coverage for some
countries. Coverage for Group 2 banks was lower, and varied across countries.

For a small number of banks data relating to some parts of the Basel Il framework were
unavailable. Accordingly, these banks are excluded from individual sections of the Basel Il monitoring
analysis due to incomplete data. In certain sections, data are based on a consistent sample of banks. This
consistent sample represents only those banks that reported necessary data at the June 2011 (labelled
"H1 2011"), December 2011 (“H2 2011"), June 2012 ("H1 2012"), December 2012 ("H2 2012"), June 2013

Basel Committee on Banking Supervision, Revisions to the Basel Il market risk framework, July 2009,
www.bis.org/publ/bcbs158.htm.

Basel Committee on Banking Supervision, Guidelines for computing capital for incremental risk in the trading book, July 2009,
www.bis.org/publ/bcbs159.htm.

Basel Committee on Banking Supervision, Enhancements to the Basel Il framework, July 2009, www.bis.org/publ/bcbs157.htm.

The Committee’'s 13 January 2011 press release on loss absorbency at the point of non-viability is available at
www.bis.org/press/p110113.htm.

Basel Committee on Banking Supervision, Capital requirements for bank exposures to central counterparties, July 2012,
www.bis.org/publ/bcbs227.htm.

10 Basel Committee on Banking Supervision, Global systemically important banks: updated assessment methodology and the

additional loss absorbency requirement, July 2013, www.bis.org/publ/bcbs255.htm; Financial Stability Board, 2015 update of list
of global systemically important banks (G-SIBs), 3 November 2015, www.financialstabilityboard.org/wp-content/uploads/2015-
update-of-list-of-global-systemically-important-banks-G-SIBs.pdf.

11 Basel Committee on Banking Supervision, Basel IlI: The Liquidity Coverage Ratio and liquidity risk monitoring tools, January 2013,

www.bis.org/publ/bcbs238.htm.
12 Basel Committee on Banking Supervision, Basel lll: the net stable funding ratio, October 2014, www.bis.org/bcbs/publ/d295.htm.
13 Basel Committee on Banking Supervision, Basel lll leverage ratio framework and disclosure requirements, January 2014,
www.bis.org/publ/bcbs270.htm.

14 See Table A1 in the Statistical Annex for details on the sample.
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("H1 2013"), December 2013 ("H2 2013"), June 2014 ("H1 2014"), December 2014 (“H2 2014") and
June 2015 (“H1 2015") reporting dates, in order to make more meaningful period-to-period comparisons.
Unless noted otherwise, the consistent sample includes 91 Group 1 banks, of which 30 are G-SIBs, and 71
Group 2 banks. The 30 banks in the G-SIB time series analyses are those banks which have been classified
as G-SIBs as of November 2015, irrespective of whether they have also been classified as G-SIBs previously.

The Committee appreciates the significant efforts contributed by both banks and national
supervisors to this ongoing data collection exercise.

13 Methodology

Unless otherwise noted, the impact assessment was carried out by comparing banks’ capital positions
under fully phased-in Basel Il to the transitional Basel Ill framework as implemented by the national
supervisor (ie with phase-in arrangements). The fully phased-in Basel Il results are calculated without
considering transitional arrangements pertaining to the phase-in of deductions and grandfathering
arrangements set out in the Basel Il framework. However, banks in some countries had difficulties
providing fully phased-in Basel IIl capital amounts; in such cases, the capital amounts according to the
fully phased-in national implementation of the Basel IIl framework was used instead.

Consistent with previous reports, this report does not reflect any additional capital requirements
under Pillar 2 of the Basel Il framework, any higher loss absorbency requirements for domestic systemically
important banks, nor does it reflect any countercyclical capital buffer requirements.

Reported average amounts in this document have been calculated by creating a composite bank
at a total sample level, which effectively means that the total sample averages are weighted. For example,
the average common equity Tier 1 capital ratio is the sum of all banks' common equity Tier 1 (CET1) capital
for the total sample divided by the sum of all banks’ risk-weighted assets for the total sample. Similarly,
the average fully phased-in Basel IIl Tier 1 leverage ratio is the sum of all banks’ fully phased-in Tier 1
capital for the total sample divided by the sum of all banks’ Basel Il leverage ratio exposures for the total
sample.

To preserve confidentiality, many of the results shown in this report are presented using box plot
charts. The median value is represented by a horizontal line, with 50% of the values falling in the range
shown by the box. The upper and lower end points of the thin vertical lines show the range of the entire
sample unless noted otherwise.

14 Data quality

For this monitoring exercise, participating banks submitted comprehensive and detailed non-public data
on a voluntary and best-efforts basis. As with the previous studies, national supervisors worked extensively
with banks to ensure data quality, completeness, and consistency with the published reporting
instructions. Banks are included in the various analyses below only to the extent that they were able to
provide data of sufficient quality to complete the analyses.

1.5 Interpretation of results

The following caveats apply to the interpretation of results shown in this report:

) When comparing results to prior reports, sample differences as well as minor revisions to data
from previous periods need to be taken into account. Sample differences and data revisions also
explain why results presented for the June 2015 reporting date may differ from the H1 2015 data
point in graphs and tables showing the time series for the consistent sample of banks as
described above.
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. The actual impact of the new requirements will almost certainly be less than shown in this report
given the phased-in implementation of the standards and interim adjustments made by the
banking sector to changing economic conditions and the regulatory environment. For example,
the results do not consider bank profitability, changes in capital or portfolio composition, or other
management responses to the policy changes since 30 June 2015 or in the future. For this reason,
the results are not comparable to industry estimates, which tend to be based on forecasts and
consider management actions to mitigate the impact, as well as incorporate estimates where
information is not publicly available.

o The Basel III capital amounts shown in this report assume that all common equity deductions are
fully phased in and all non-qualifying capital instruments are fully phased out (ie it is assumed
that none of these capital instruments will be replaced by eligible instruments). As such, these
amounts underestimate the amount of Tier 1 capital and Tier 2 capital held by a bank as they do
not give any recognition for non-qualifying instruments that will actually be phased out over six
years.

. The treatment of deductions and non-qualifying capital instruments also affects figures reported
in the section on the Basel Il leverage ratio. The assumption that none of these capital
instruments will be replaced by eligible instruments will become less of an issue as the
implementation date of the Basel IIl leverage ratio nears.

2. Regulatory capital, capital requirements and capital shortfalls

Table 1 shows the aggregate capital ratios under the transitional and fully phased-in Basel III frameworks
and the capital shortfalls if Basel IIl were fully phased-in (“view 2022"), both for the definition of capital
and the calculation of risk-weighted assets, as of June 2015. Details of capital ratios and capital shortfalls
are provided in Sections 2.1 and 2.2.

The Basel IlI framework includes the following phase-in provisions for capital ratios:

. For CET1, the highest form of loss-absorbing capital, the minimum requirement was raised to
4.5% and was phased in on 1 January 2015;

o For Tier 1 capital, the minimum requirement was raised to 6.0% and was phased in on 1 January
2015;

. For total capital, the minimum requirement remains at 8.0%;

o Regulatory adjustments (ie possibly stricter sets of deductions that apply under Basel III) will be

fully phased in by 1 January 2018;

o An additional 2.5% capital conservation buffer above the regulatory minimum capital ratios,
which must be met with CET1, will be phased in by 1 January 2019; and

o The additional loss absorbency requirement for G-SIBs, which ranges from 1.0% to 3.5%, will be
fully phased in by 1 January 2019. It will be applied as the extension of the capital conservation
buffer and must be met with CET1.

The Annex includes a detailed overview of the Basel Committee’s phase-in arrangements.
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Aggregate capital ratios and (incremental) capital shortfalls Table 1

Fully implemented Basel III capital ratios, Risk-based capital Combined risk-based
requirement, in per cent shortfalls, capital and leverage
in per cent in billions of euros! ratio shortfalls,
in billions of euros!
Min Target’?  Transitional Fully Min Target? Min Target?
phased-in
Group 1 banks
CET1 capital 45 7.0-9.5 119 115 0.0 0.0 0.0 0.0
Tier 1 capital® 6.0 8.5-11.0 13.2 12.2 0.0 34 0.0 34
Total capital* 8.0 10.5-13.0 15.8 13.9 0.0 12.8 0.0 12.8
Sum 0.0 16.2 0.0 16.2
Of which: G-SIBs
CET1 capital 45 8.0-9.5 118 114 0.0 0.0 0.0 0.0
Tier 1 capital® 6.0 9.5-11.0 129 12.2 0.0 0.0 0.0 0.0
Total capital* 8.0 11.5-13.0 15.5 13.9 0.0 114 0.0 114
Sum 0.0 114 0.0 114
Group 2 banks
CET1 capital 45 7.0 131 128 0.0 0.2 0.0 0.2
Tier 1 capital® 6.0 85 138 13.2 0.0 29 43 7.2
Total capital* 8.0 10.5 16.0 14.5 0.3 5.6 0.3 5.6
Sum 0.3 8.6 4.6 13.0

! The shortfall is calculated as the sum across individual banks where a shortfall is observed. The calculation includes all changes to risk-
weighted assets (eg definition of capital, counterparty credit risk, trading book and securitisation in the banking book). The Tier 1 and total
capital shortfalls are incremental assuming that the higher-tier capital requirements are fully met. 2 The shortfalls at the target level include
the capital conservation buffer and the capital surcharges for 30 G-SIBs as applicable. 3 The shortfalls presented in the Tier 1 capital row
are additional Tier 1 capital shortfalls. # The shortfalls presented in the total capital row are Tier 2 capital shortfalls.

Source: Basel Committee on Banking Supervision.

2.1 Capital ratios

As compared with transitional CET1, the average CET1 capital ratio of Group 1 banks would have fallen
from 11.9% to 11.5% (a decline of 0.4 percentage points) when Basel Ill deductions and risk-weighted
assets are fully taken into account. For Group 2 banks, the CET1 capital ratio declines from 13.1% under
transitional rules to 12.8% as a result of the full phasing-in of Basel III (a reduction of 0.3 percentage
points). Results continue to show significant variation across banks as shown in Graph 1 for the transitional
Basel Il rules and Graph 2 for fully phased-in Basel Ill. The reduction in CET1 ratios is driven by the full
application of the new definition of eligible capital instruments, deductions that were not previously
applied at the common equity level of Tier 1 capital in most countries (numerator),*> and by increases in
risk-weighted assets (denominator). Since all countries in the sample have already implemented Basel III
as of end-June 2015 the overall change in RWA is very limited and mainly due to different national phase-
in plans.

Tier 1 capital ratios of Group 1 banks would on average decline 1.0 percentage points from 13.2%
to 12.2%, and total capital ratios of this same group would decline on average by 1.9 percentage points
from 15.8% to 13.9%. Group 2 banks show similar declines in Tier 1 capital ratios (from 13.8% to 13.2%)

15 See also Table A.12 and Table A.13.
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and total capital ratios (from 16.0% to 14.5%). The stronger decline of total capital ratios is caused by the
phase-out of Tier 2 instruments which will no longer be eligible in 2022.

Transitional Basel Il CET1, Tier 1 and total capital ratios Graph 1
Group 1 banks Of which: G-SIBs Group 2 banks

Per cent Per cent - , _ Percent

25 25 25

20 20 20

15 15 - - 15

10 10 10

5 5 5

| [ [ 0 [ [ 0 | [ [ I 0

CET1 Tier 1 Total CET 1 Tier 1 Total CET1 Tier 1 Total

! The median value is represented by a horizontal line, with 50% of the values falling in the range shown by the box. The upper and lower
end points of the vertical lines generally show the range of the entire sample. In some cases, arrows at the top of the vertical line indicate
banks with capital ratios outside the range shown in the graph.

Source: Basel Committee on Banking Supervision. See also Table A.2.

Fully phased-in Basel Il CET1, Tier 1 and total capital ratios Graph 2
Group 1 banks Of which: G-SIBs Group 2 banks

Per cent Per cent - _ ~ Per cent

25 25 25

20 20 20

15 15 15

10 + 10 10

5 5 5

| [ [ o [ [ o [ [ Y

CET1 Tier 1 Total CET1 Tier 1 Total CET 1 Tier 1 Total

! The median value is represented by a horizontal line, with 50% of the values falling in the range shown by the box. The upper and lower
end points of the vertical lines generally show the range of the entire sample. In some cases, arrows at the top of the vertical line indicate
banks with capital ratios outside the range shown in the graph.

Source: Basel Committee on Banking Supervision. See also Table A.3.

Graph 3 shows that, out of the 101 banks in the Group 1 sample, all show a CET1 ratio under fully
phased-in Basel III that is above both the 4.5% minimum capital requirement and the 7.0% target ratio (ie
the minimum capital requirement plus the capital conservation buffer). Of 118 banks in the Group 2
sample, all report a CET1 ratio equal to or higher than 4.5%, while 97% also achieve the target of 7.0%.
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Distribution of fully phased-in Basel Ill CET1 ratios Graph 3

Group 1 banks Of which: G-SIBs Group 2 banks
64

33

3 below 4.5% [ between 7.0% and 10.0% [ 13.0% or more
[ between 4.5% and 7.0% [ between 10.0% and 13.0%

Source: Basel Committee on Banking Supervision.

Graph 4 below shows the average capital ratios under transitional Basel III rules for a consistent
sample of Group 1 and Group 2 banks for the periods end-June 2011, end-December 2011, end-June
2012, end-December 2012, end-June 2013, end-December 2013, end-June 2014, end-December 2014 and
end-June 2015. Transitional capital ratios have not changed greatly.

Average transitional Basel Il CET1, Tier 1 and total capital ratios*

Consistent sample of banks? Graph 4
Group 1 banks Of which: G-SIBs Group 2 banks

Per cent Per cent Per cent

15 15 15

2011 2012 2013 2014 2015 2011 2012 2013 2014 2015 2011 2012 2013 2014 2015
= CET1 minimum = Tier 1 minimum = Total minimum

+ = = CET1 plus conservation buffer + = = Tier 1 plus conservation buffer + = = Total plus conservation buffer
I CET1 [ Tier 1 Total

! Before the implementation of the Basel Il framework, results have been calculated on the basis of the relevant national regulatory
frameworks in place at the reporting dates. 2 Group 1 includes 91 banks, G-SIB includes 30 banks and Group 2 includes 71 banks.

Source: Basel Committee on Banking Supervision. See also Table A4.

After full phasing in of Basel Il (Graph5), the CET1, Tier 1 and total capital ratios for this
consistent sample of Group 1 banks improved by 0.3, 0.5 and 0.6 percentage points, respectively, over the
previous six months. For Group 2 banks, the improvement in risk-based capital ratios over the reporting
period was 0.9 percentage points each. The general improvement in fully phased-in Basel III capital ratios
for both groups is due to Basel Ill-eligible capital added and, to a lesser extent, lower levels of deductions
that reduce CET1, in spite of slightly higher overall risk-weighted assets.
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Average fully phased-in Basel Il CET1, Tier 1 and total capital ratios

Consistent sample of banks?! Graph 5
Group 1 banks Of which: G-SIBs Group 2 banks

Per cent Per cent Per cent

15 15 15

..... et | | | B 1 1 1 o1 | | o

| 0 | 0 | o
2011 2012 2013 2014 2015 2011 2012 2013 2014 2015 2011 2012 2013 2014 2015
=== CET1 minimum === Tier 1 minimum Total minimum
+= = CET1 plus conservation buffer + = = Tier 1 plus conservation buffer Total plus conservation buffer
[ CET1 [ Tier 1 Total

1 Group 1 includes 91 banks, G-SIB includes 30 banks and Group 2 includes 71 banks.

Source: Basel Committee on Banking Supervision. See also Table A.5.

2.2 Capital shortfalls

This section shows the capital shortfalls for the Group 1 and Group 2 bank samples assuming full phasing
in of the Basel Il requirements based on data as of 30June 2015 and disregarding transitional
arrangements. The shortfalls presented are measured against different minimum capital ratio
requirements (ie 4.5% CET1, 6.0% Tier 1 and 8.0% total capital) as well as against the target level, which
includes the 2.5% capital conservation buffer and capital surcharges for 30 G-SIBs as applicable.

Graph 6 and Graph 7 below as well as Table 1 above provide estimates of the amount of capital
that Group 1 and Group 2 banks would need based on data as of 30 June 2015 in addition to capital
already held at the reporting date, in order to meet the target CET1, Tier 1 and total capital ratios under
Basel III assuming fully phased-in requirements and deductions. Under these assumptions, there is no
CET1 capital shortfall for Group 1 or Group 2 banks with respect to the 4.5% CET1 minimum requirement.
For a CET1 target of 7.0% (ie the 4.5% CET1 minimum plus the 2.5% capital conservation buffer) plus any
capital surcharge for Group 1 G-SIBs as applicable according to the updated list of banks published by the
Financial Stability Board in November 2015, the Group 1 banks also have no shortfall, while the shortfall
for Group 2 banks is €0.2 billion. As a point of reference, the aggregate sum of after-tax profits prior to
distributions for the six-month period ending 30 June 2015 for Group 1 and Group 2 banks was €307.2
billion and €14.7 billion, respectively.

Group 1 banks would not need additional Tier 1 or CET1 capital to meet the minimum Tier 1
capital ratio requirement of 6.0%. Assuming banks already hold 7.0% CET1 capital plus the surcharges on
G-SIBs as applicable, Group 1 banks would need an additional €3.4 billion of additional Tier 1 or CET1
capital to meet the Tier 1 capital target ratio of 8.5% (ie the 6.0% Tier 1 minimum plus the 2.5% CET1
capital conservation buffer) plus the surcharges on G-SIBs as applicable, respectively. Group 2 banks need
no additional Tier 1 or CETL capital to meet the minimum Tier 1 capital requirement but require an
additional €2.9 billion to meet the target ratio requirement.

Group 1 banks do not need additional Tier 2 or higher-quality capital to meet the minimum total
capital ratio requirement of 8.0% but require an additional €12.8 billion of Tier 2 or higher-quality capital

12 Basel Il Monitoring Report March 2016



to meet the total capital target ratio of 10.5% (ie the 8.0% Tier 1 minimum plus the 2.5% CET1 capital
conservation buffer) plus the surcharges on G-SIBs as applicable. Group 2 banks would need an additional
€0.3 billion of Tier 2 or higher-quality capital to meet these respective total capital minimum and an
additional €5.64 billion of Tier 2 or higher-quality capital to meet the total capital target ratio requirements.

As indicated above, no assumptions have been made about bank profits or behavioural
responses, such as changes in balance sheet composition that would serve to reduce the impact of capital
shortfalls over time.

Estimated capital shortfalls at the minimum level*

Fully phased-in Basel III, sample and exchange rates as at the reporting dates? Graph 6
Group 1 banks Of which: G-SIBs Group 2 banks

€ bn € bn € bn

200 200 20

150 150 15

100 100 10

50 50 5

\ | | | | 0 | | | | | 0 | | | | | 0

2011 2012 2013 2014 2015 2011 2012 2013 2014 2015 2011 2012 2013 2014 2015
CET1 Additional Tier 1 Tier 2

! The height of each bar shows the aggregated capital shortfall considering requirements for each tier (ie CET1, Tier 1 and total) of
capital. 2 Group 1 includes 102 banks in H1 2011 and H2 2011, 101 banks in H1 2012 and H2 2012, 102 banks in H1 2013 and in H2 2013
and 98 in H1 2014, H2 2014 and 101 in H1 2015; Group 2 includes 109 banks in H1 2011, 107 in H2 2011, 104 in H1 2012, 115 in H2 2012,
118 in H1 2013, 113 in H2 2013, 114 in H1 2014, 109 in H2 2014 and 118 in H1 2015.

Source: Basel Committee on Banking Supervision. See also Table A.6.

At the CET1 target level of 7.0% plus the surcharges on G-SIBs as applicable, the aggregate CET1
shortfall remained zero over the six-month period ending 30 June 2015 (see Graph 7). Among Group 2
banks the CET1 shortfall at the 7.0% target level improved considerably, falling roughly 90% from
December 2014.
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Estimated capital shortfalls at the target level*

Fully phased-in Basel III, sample and exchange rates as at the reporting dates? Graph 7
Group 1 banks Of which: G-SIBs Group 2 banks
€ bn € bn € bn
800 800 80
600 600 60
400 400 40
II " I " I II ]
| | |I L | II. L 0 | |I | ll- e 0
2011 2012 2013 2014 2015 2011 2012 2013 2014 2015 2011 2012 2013 2014 2015
[ CET1 [0 Additional Tier 1 Tier 2

! The height of each bar shows the aggregated capital shortfall considering requirements for each tier (ie CET1, Tier 1 and total) of
capital. 2 Group 1 includes 102 banks in H1 2011 and H2 2011, 101 banks in H1 2012 and H2 2012, 102 banks in H1 2013 and in H2 2013,
98 in H1 2014 and H2 2014, and 101 in H1 2015; Group 2 includes 109 banks in H1 2011, 107 in H2 2011, 104 in H1 2012, 115 in H2 2012,
118 in H1 2013, 113 in H2 2013, 114 in H1 2014, 109 in H2 2014, and 118 in H1 2015.

Source: Basel Committee on Banking Supervision. See also Table A.7.

2.3 Level of capital

Graph 8 shows the development of the level of CET1 capital of banks in the consistent sample assuming
full phasing-in of Basel III separately for Group 1 banks, Group 2 banks and G-SIBs. From end-December
2014 to end-June 2015, the level of Group 1 banks' CET1 has increased by €173 billion or 5.0% to €3,443
billion. Around two thirds of this increase, €109 billion, can be attributed to the G-SIBs in the sample which
collectively held €2,346 billion of capital at June 2015. Group 2 banks’ CET1 has increased by €17 billion
or 9% to €206 billion.

Since end-June 2011, a consistent sample of Group 1 banks have increased their CET1 capital by
59.9%. The overall increase for the G-SIBs included in this sample is somewhat lower at 58.6%, while the
CET1 of the consistent sample of Group 2 banks has increased by 54.9%.
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Level of capital after full phasing in of Basel III

Consistent sample of banks,! exchange rates as of 30 June 2015 Graph 8
Group 1 banks Of which: G-SIBs Group 2 banks
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= CET1 = Additional Tier 1 Tier 2

1 Group 1 includes 92 banks, G-SIB includes 30 banks and Group 2 includes 73 banks.

Source: Basel Committee on Banking Supervision. See also Table A.8.

The CET1 capital raised by the consistent sample of Group 1 banks (see Graph 9) varied between
€37.3 billion in the first half of 2011 and €21.7 billion in the first half of 2015. Of these amounts, capital
raised by the G-SIBs in the sample was 38.6% in the first half of 2011 and 53.0% in the second half of 2015.
For the consistent sample of Group 2 banks, capital raised was the lowest in the first half of 2013 at slightly
more than €1 billion, while the amount raised in the first half of 2015 was €2.1 billion.

Profits, dividends and CET1 capital raised

Consistent sample of banks,! exchange rates as of 30 June 2015 Graph 9
Group 1 banks Of which: G-SIBs Group 2 banks
€ bn € bn € bn
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Profit after tax Common share dividends CET1 raised

1 Group 1 includes 90 banks, G-SIB includes 29 banks and Group 2 includes 72 banks.

Source: Basel Committee on Banking Supervision. See also Table A.9.

In the first half of 2015 the full sample of Group 1 banks raised €22.0 billion of CET1 capital (see
Table 2). More than half of this amount was raised by G-SIBs within the sample. Group 2 banks collectively
raised €11.3 billion of CET1 capital during the reporting period.
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Capital raised during H1 2015

Full sample of banks, gross amounts, in billions of euros Table 2
Number of banks Number of banks CET1 Additional Tier 1 Tier 2
that raised capital
Group 1 100 67 22.0 474 475
of which: G-SIBs 30 29 115 383 36.9
Group 2 116 45 113 0.7 2.2

Source: Basel Committee on Banking Supervision.

24 Composition of capital

The graphs below show the composition of total capital for Group 1 and Group 2 banks under transitional
Basel Il rules (Graph 10) and after full phasing-in of Basel IlI (Graph 11).

For Group 1 banks, the share of fully phased-in Basel IIl CET1 to total capital is 82.5%. Additional
Tier 1 and Tier 2 capital amount to 5.4% and 12.1% of the total capital of Group 1 banks, respectively. Of
the Group 1 bank sample, approximately 35% hold Basel IIl CET1 representing 90% or more of Basel III
total capital. In the Group 2 sample, banks hold a similar share of CET1 at 87.1% with shares of additional
Tier 1 capital and Tier 2 capital amounting to 2.8% and 10.1%, respectively. Under transitional Basel III
rules, the share of CET1 to total capital is lower at 75.1% for Group 1 banks and at 78.8% for Group 2
banks, with correspondingly higher shares of additional Tier 1 and Tier 2 capital.

Structure of regulatory capital under transitional Basel III rules

Consistent sample of banks?! Graph 10
Group 1 banks Of which: G-SIBs Group 2 banks
Per cent Per cent Per cent
100 100 100
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60 60 60
40 40 40
20 20 20
| [ [ [ [ 0 | [ [ [ [ 0 | [ [ [ [ 0
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[ CET1 [ Additional Tier 1 Tier 2

! Group 1 includes 91 banks, G-SIB includes 30 banks and Group 2 includes 74 banks.

Source: Basel Committee on Banking Supervision. See also Table A.10.
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Structure of regulatory capital under fully phased-in Basel III

Consistent sample of banks?! Graph 11
Group 1 banks Of which: G-SIBs Group 2 banks
Per cent Per cent Per cent
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! Group 1 includes 91 banks, G-SIB includes 30 banks and Group 2 includes 74 banks.

Source: Basel Committee on Banking Supervision. See also Table A.11.

Regarding the composition of Basel IIl CET1 capital itself, retained earnings (55.0% for Group 1
banks and 38.3% for Group 2 banks) and paid-in capital (38.6% for Group 1 banks and 46.2% for Group 2
banks) comprise the predominant form of gross CET1 outstanding. Accumulated other comprehensive
income (AOCI) makes up a substantial portion of CET1 outstanding in a few countries but contributes only
5.9% of gross CET1 on average for Group 1 banks and 11.5% for Group 2 banks. Meanwhile, total minority
interest given recognition in CET1 contributes only a respective 0.8% and 4.0% to the outstanding CET1
balances of Group 1 and Group 2 banks.

25 Leverage ratio
The results regarding the Basel III leverage ratio are provided using the two following measures of Tier 1
capital in the numerator:

o Transitional Basel Il Tier 1, which is Tier 1 capital eligible under the national implementation of
the Basel III framework in place in member countries at the reporting date, including any phase-
in arrangements; and

o Fully phased-in Basel Il Tier 1 capital.

Following publication of the January 2014 Basel Il leverage ratio framework,!® the Basel III
leverage ratio exposure measure in the denominator of the Basel IIl leverage ratio includes:

. on-balance sheet assets, excluding securities financing transactions and derivatives;

o securities financing transaction (SFT) exposures with limited recognition of netting of cash
receivables and cash payables with the same counterparty under strict criteria;

o derivatives exposures at replacement cost (net of cash variation margin meeting a set of strict
eligibility criteria) plus an add-on for potential future exposure based on the current exposure
method (CEM);

16 Basel Committee on Banking Supervision, Basel Il leverage ratio framework and disclosure requirements, January 2014,

www.bis.org/publ/bcbs270.pdf.
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. written credit derivative exposures at their effective notional amount (net of negative changes in
fair value that have been incorporated into the calculation of Tier 1 capital) reduced by the
effective notional amount of purchased credit derivatives that meet offsetting criteria related to
reference name, level of seniority and maturity;

o off-balance sheet exposures, obtained by multiplying notional amounts by the credit conversion
factors in the standardised approach to credit risk, subject to a floor of 10%; and

o other exposures as specified in the Basel Il leverage ratio framework.

Total exposures of the 101 Group 1 banks and the 108 Group 2 banks in the sample were €78.3
trillion. Graph 12 presents summary statistics related to the distribution of Basel III leverage ratios based
on transitional BaselIll Tier 1 and fully phased-in Basel Il Tier 1 capital. The graph provides this
information for Group 1 banks, G-SIBs and Group 2 banks. The weighted average transitional Basel III
Tier 1 leverage ratios would be 5.6% for Group 1 banks and for G-SIBs 5.5%, while it would amount to
5.6% for Group 2 banks. The weighted average fully phased-in Basel III Tier 1 leverage ratios are 5.2% for
both Group 1 banks and G-SIBs, while for Group 2 banks the weighted average is 5.4%.

The analysis shows that Group 2 banks, while showing a greater dispersion as can be seen in
Graph 12, are generally less leveraged than Group 1 banks, and this difference increases when fully
phased-in Basel Ill Tier 1 capital is used as the numerator.

Under the transitional Basel III Tier 1 leverage ratio, seven banks in the sample would not meet
the 3% ratio level, all of them being Group 2 banks. While this represents an increase of three banks
compared to the previous report, this increase is due to changes in the sample composition. Under the
fully phased-in Basel Il Tier 1 leverage ratio, also seven banks in the sample would not meet the 3% ratio
level, all of them still being Group 2 banks, with an aggregate shortfall of €4.3 billion.

Transitional Basel Il Tier 1 and fully phased-in Basel IIl Tier 1 leverage ratios® Graph 12
Group 1 banks Of which: G-SIBs Group 2 banks
Per cent Per cent ) ) Per cent
10 10 10
8 8 8
6 6 6
4 4 4
I !
2 2 2
| [ 10 [ 10 [ 10
Transitional Fully phased-in Transitional Fully phased-in Transitional Fully phased-in

! The median value is represented by a horizontal line, with 50% of the values falling in the range shown by the box. The upper and lower
end points of the vertical lines generally show the range of the entire sample. Banks with Basel IIl leverage ratios above 12% are included in
the calculation but are not shown in the graph.

Source: Basel Committee on Banking Supervision. See also Table A.14.

Graph 13 shows how the fully phased-in Basel III Tier 1 leverage ratios have evolved over time
for a consistent sample of 91 Group 1 and 73 Group 2 banks, as well as for 30 G-SIBs, which provided
leverage ratio data for all reporting dates from June 2011 to June 2015.
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Fully phased-in Basel Il Tier 1 leverage ratios®

Consistent sample of banks Graph 13
Group 1 banks Of which: G-SIBs Group 2 banks
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! Note that the data points for H1 2013 use an approximation for the final definition of the Basel IIl leverage ratio exposure where gross
instead of adjusted gross securities financing transaction values are used.

Source: Basel Committee on Banking Supervision. See also Table A.15.

Graph 14 shows the evolution of the components of the capital ratios over time for a consistent
sample of banks, ie banks that have consistently been providing the four data series for the period
June 2011 to June 2015. The four components are Basel Il Tier 1 capital, risk-weighted assets and the
leverage ratio exposure measure, all assuming full implementation of Basel III, as well as accounting total
assets. For Group 1 banks, capital steadily increased over the period, whereas leverage ratio exposures,
which had followed a similar pattern until end-2012, decreased during 2013 and then has been increasing
somewhat since 2014. Nevertheless, since June 2012, changes in leverage ratio exposure, accounting total
assets and risk-weighted assets have been relatively modest. For Group 2 banks these three time series
evolve more closely and have remained rather stable over the last four years. Group 2 banks also report
significant increases in fully phased-in Basel III Tier 1 capital over the last reporting periods.
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Tier 1 capital, risk-weighted assets, leverage ratio exposure and accounting total
assets’

Consistent sample of banks, exchange rates as of 30 June 2015 Graph 14
Group 1 banks Of which: G-SIBs Group 2 banks
30 June 2011 = 100 30 June 2011 = 100 30 June 2011 = 100
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== Tier 1 capital == Accounting total assets
— Risk-weighted assets Leverage ratio exposure

! Tier 1 capital, risk-weighted assets and leverage ratio exposure assume full implementation of Basel III. Note that the data points for H1 2013
use an approximation for the final definition of the Basel III leverage ratio exposure where gross instead of adjusted gross securities financing
transaction values are used.

Source: Basel Committee on Banking Supervision. See also Table A.16.

2.6 Relationship between the Basel III leverage ratio and risk-based capital
requirements

Table 3 below shows the migration of banks from bounded to non-bounded after Tier 1 capital rising to
meet the target Tier 1 risk-based capital ratio.” It shows in particular that 3.4% of the banks in the sample
do not meet the minimum Basel Il leverage ratio of 3%, even after Tier 1 capital rising to meet the target
risk-based Tier 1 capital requirements.

Share of banks meeting the fully phased-in Basel Il leverage ratio before and
after capital raising to meet the risk-based target Tier 1 ratio

In per cent Table 3

Target Tier 1 ratio binding Total after capital

(<8.5% + G-SIB surcharge)? raising to meet
Yes No Total target Tier 1 ratio
Leverage ratio Yes 0.5 29 34 34
binding (<3%)7 g 43 923 96.6 96.6
Total 48 95.2 100.0 100.0

Source: Basel Committee on Banking Supervision.

17" Thatis, a Tier 1 minimum capital ratio of 6% plus a capital conservation buffer of 2.5% plus, where applicable, any G-SIB capital

surcharges.
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Graph 15 below shows the interaction between the fully phased-in Basel III Tier 1 leverage ratios
(horizontal axis) and the fully phased-in Basel III Tier 1 risk-weighted capital ratios (vertical axis). Ratios of
Group 1 banks are marked with red dots and those of Group 2 banks with blue dots. The dashed horizontal
line represents a Tier 1 target capital ratio of 8.5%,'® whereas the dashed vertical line represents a Basel III
Tier 1 leverage ratio of 3%.

The diagonal line represents points where an 8.5% fully phased-in Basel III Tier 1 target capital
ratio results in the same amount of required fully phased-in Basel Il Tier 1 capital as a fully phased-in
Basel Il Tier 1 leverage ratio of 3%. By construction, it also represents a multiple of 8.5%/3%=2.83 between
risk-weighted assets and the Basel Il leverage ratio exposure measure. Therefore, for banks plotted above
the diagonal line, the Basel III Tier 1 leverage ratio requires more Tier 1 capital than the Tier 1 capital ratio
(ie the Basel III Tier 1 leverage ratio becomes the constraining requirement). For banks plotted below the
diagonal line, the target Tier 1 capital ratio requires more capital than the leverage ratio (ie the Tier 1
capital ratio remains the constraining requirement).

Fully phased-in Basel Il Tier 1 risk-based capital and leverage ratios

Consistent sample of banks, in per cent! Graph 15
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1 Banks with a risk-based Basel III Tier 1 capital ratio of more than 40% or a Basel IIl Tier 1 leverage ratio of more than 25% have been excluded
from the graph.

Source: Basel Committee on Banking Supervision.

As shown in Graph 15, seven Group 2 banks do not meet the minimum fully phased-in Basel III
Tier 1 leverage ratio of 3% (ie they are plotted left of the vertical dashed line). Among those, one bank also
does not meet the Basel Il Tier 1 target capital ratio of 8.5% (hence they are plotted in the southwest
guadrant of Graph 15).

This graph also shows that the fully phased-in Basel III Tier 1 leverage ratio is constraining for 66
banks out of 207, including 34 Group 1 and 32 Group 2 banks — ie they are plotted above the diagonal
line. Of these 66 banks, seven Group 2 banks also do not meet the minimum fully phased-in Basel Il Tier 1
leverage ratio of 3% (hence they are plotted left of the vertical dashed line and above the diagonal line).

Consisting of a 6.0% Tier 1 minimum capital ratio plus 2.5% capital conservation buffer.

Note that the effect of the G-SIB surcharge is not taken into account. As the G-SIB surcharges only apply to the risk-based
requirement, the relevant proportion between risk-weighted assets and total leverage ratio exposure that determines whether
the Basel III leverage ratio is constraining or not may vary on a bank by bank basis.

Basel Il Monitoring Report March 2016 21



2.7 Pending settlement transactions

Different accounting treatment of pending settlement transactions related to the purchase or sale of
financial assets have been identified under IFRS and US GAAP with the potential of causing level playing
field concerns across banks.

IFRS gives entities the option to apply trade or settlement date accounting for regular purchases
or sales of financial assets?® while US GAAP and Japanese GAAP require trade date accounting for banks
and broker-dealers. In the latter case, for broker-dealers only, a netting option is provided to net the
receivables and payables associated with pending settlement transactions.

The Committee received 153 valid submissions on the specific panel associated with the
treatment of pending settlement transactions.?! Table 4 shows the current distribution between Group 1
and Group 2 banks. According to this table, results differ across bank groups. Indeed, Group 2 banks tend
to apply settlement date accounting, while the majority of Group 1 banks apply trade date accounting.
Finally, banks using the trade date accounting with netting are mostly Group 1 banks.

Total number of banks by group and accounting treatment Table 4
Settlement date accounting Trade date accounting Trade date accounting with
without netting netting
Group 1 26 31 16
Group 2 59 20 1
Total 85 51 17

! Eight out of the 17 banks that have reported using trade date accounting with netting have also reported to be IFRS banks. While the
issue is still under investigation it seems that these eight banks have interpreted the conditional netting that is allowed under IFRS (see
IAS 32) as relevant for their accounting classification to our purpose, and have therefore provided the relevant data together with broker-
dealers that apply unconditional netting according to the applicable accounting standards.

2.8 Combined shortfall amounts

Graph 16 below shows a breakdown of risk-based capital shortfalls and combined risk-based and Basel III
leverage ratio capital shortfalls for Group 1 banks, Group 2 banks and G-SIBs.

Each box consists of four bars. Note that the leftmost bar in each of the boxes (labelled with
Minimum) shows the capital shortfall arising from a fully phased-in Basel III Tier 1 capital requirement of
6% and a fully phased-in Basel Il total risk-based minimum capital requirement of 8%. In contrast, the
second leftmost bar (also labelled with Minimum) shows the combined capital shortfall with respect to the
fully phased-in Basel Il Tier 1 capital ratio of 6%, the fully phased-in Basel IIl total risk-based minimum
capital requirement of 8% and the fully phased-in Basel Il Tier 1 leverage ratio requirement of 3%. These
two bars are not applicable for Group 1 banks (and G-SIBs) as there is no shortfall at minimum level
anymore.

Similarly, the first bar on the right side (labelled with Target) shows the capital shortfall arising
from not meeting the fully phased-in Basel III Tier 1 risk-based capital target of 8.5% and the fully phased-
in Basel III total capital target of 10.5% plus, where applicable, the G-SIB surcharges, whereas the rightmost

20 IFRS defines a regular way purchase or sale as a purchase or sale of a financial asset under a contract whose terms require

delivery of the asset within the timeframe established generally by regulation or convention in the market place concerned. US

GAAP provides a similar definition.
2 A submission has been considered valid where the bank has correctly reported the accounting treatment used. However, it is

still possible that zero figures were reported (eg when there were no pending settlement transactions at the reporting date).
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bar shows the combined shortfall arising from those target capital ratios and the fully phased-in Basel III
Tier 1 leverage ratio of 3%.

All Group 1 banks meet the target level for CET1 capital. For Group 2 banks, the CET1 capital
shortfall required to meet the target level is €0.2 billion (compared to €1.5 billion at end-December 2014).
The CET1 shortfall amounts are driven purely by the risk-based capital requirements (the red bars do not
change when introducing the Basel III Tier 1 leverage ratio requirement), since there is no minimum CET1
Basel III leverage ratio requirement examined here.?

However, the Basel Il Tier 1 leverage ratio causes an increase in the additional Tier 1 capital
shortfall of Group 2 banks, both at the minimum and target levels. At the both levels, the Basel IIl Tier 1
leverage ratio raises the additional Tier 1 capital shortfall by €4.3 billion (from zero to €4.3 billion and from
€2.9 billion to €7.2 billion, respectively).

If the Basel III Tier 1 leverage ratio is included in the calculation, Tier 2 capital shortfalls for the
total capital targets are unchanged (ie the orange bars are equivalent to the yellow bars). This is explained
by the fact that banks can also use the additional Tier 1 capital raised to meet the Basel Il Tier 1 leverage
ratio requirement in case there is a shortfall to meet the total risk-based capital ratio.

Overall, the inclusion of applicable Basel Il Tier 1 leverage ratio shortfalls has no impact on the
capital shortfalls at the minimum or target levels for Group 1 banks. However, it increases the total capital
shortfall for Group 2 banks by €4.3 billion at the minimum and target levels (from €0.3 billion to €4.6 billion
and from €8.6 billion to €13.0 billion respectively).

Risk-based capital shortfalls and combined risk-based and leverage ratio capital
shortfalls

Fully phased-in Basel III Graph 16
Group 1 banks Of which: G-SIBs Group 2 banks
€bn € bn € bn
15 15 15
10 10 10
5 5 5
Minimum Target Minimum Target Minimum Target
Risk-based capital shortfalls Combined shortfalls
CET1 CET1
Additional Tier 1 Il Additional Tier 1
Tier 2 Tier 2

Source: Basel Committee on Banking Supervision. See also Table 1.

22 The assumption is that banks will issue more additional Tier 1 capital to meet a Basel III Tier 1 leverage ratio requirement given
that the risk-based requirements are already fulfilled.
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3. Liquidity

31 Liquidity Coverage Ratio

One of the two liquidity standards introduced by the Committee is the 30-day Liquidity Coverage Ratio
(LCR), which is intended to promote short-term resilience against potential liquidity disruptions. The LCR
has been designed to require global banks to have sufficient high-quality liquid assets to withstand a
stressed 30-day funding scenario specified by supervisors. The LCR numerator consists of a stock of
unencumbered, high-quality liquid assets that must be available to cover any net outflow, while the
denominator comprises cash outflows less cash inflows (subject to a cap at 75% of outflows) that are
expected to occur in a severe stress scenario.

The LCR was revised by the Committee in January 2013 and came into effect on 1 January 2015.
The minimum requirement is initially set at 60% in 2015 and will then rise in equal annual steps of 10
percentage points to reach 100% in 20109.

Overall, 92 Group 1 and 68 Group 2 banks provided sufficient data in the end-June 2015 Basel III
monitoring exercise to calculate the LCR according to the revised standard.? The average LCR was 123.6%
for Group 1 banks and 140.1% for Group 2 banks, which compare to average LCRs of 125.3% and 144.3%
for Group 1 banks and Group 2 banks, respectively, as of end-December 2014.

The aggregate numbers under the revised LCR standard do not speak to the range of results
across participating banks. Graph 17 below gives an indication of the distribution of bank results. Some
84% of all banks in the Basel Ill monitoring sample already meet or exceed the final LCR minimum
requirement of 100%, while all have LCRs that are at or above the initial 60% minimum requirement. These
results compare to 81% and 95% of all banks meeting the 100% and 60% minimum requirements,
respectively, as of end-December 2014.

Liquidity Coverage Ratio* Graph 17

Per cent

300

200

Group 1 banks Of which: G-SIBs Group 2 banks

! The median value is represented by a horizontal line, with 50% of the values falling in the range shown by the box. The upper and lower
end points of the thin vertical lines show the range of the entire sample. The sample is capped at 400%, meaning that all banks with an LCR
above 400% were set to 400%. The red horizontal lines represent the 60% minimum (2015, dashed line) and the 100% minimum (2019, solid
line).

Source: Basel Committee on Banking Supervision. See also Table A.17.

For the banks in the sample, Basel Il monitoring results show a shortfall (ie the difference
between high-quality liquid assets and net cash outflows) of €57 billion (which represents approximately

3 This significant drop in sample size from the previous reporting period is largely due to the exclusion of results for one
jurisdiction due to data quality limitations.
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0.1% of the €64.2 trillion total assets of the aggregate sample) as of end-June 2015. This compares to a
shortfall of €147 billion (which represents approximately 0.2% of the €62.0 trillion total assets of the
aggregate sample) as of end-December 2014. This number is reflective only of the aggregate shortfall for
banks that are below an LCR minimum requirement of 100% and does not reflect surplus liquid assets at
banks above a 100% requirement. Given that no bank reported an LCR below 60%, there was consequently
no aggregate shortfall at a minimum requirement of 60% as of end-June 2015, compared with €70 billion
as of end-December 2014.

The key components of outflows and inflows are shown in Table 5. Group 1 banks show a notably
larger percentage of total outflows, when compared with balance sheet liabilities, than Group 2 banks.
This can be explained by the relatively greater contribution of wholesale funding activities and
commitments within the Group 1 sample, whereas Group 2 banks, as a whole, are less reliant on these
types of activities.

LCR outflows and inflows (post-factor) as a percentage of balance sheet liabilities® Table 5
Category Group 1 Group 2
Outflows to...

Unsecured retail and small business customers 24 27
Unsecured non-financial corporates 4.6 17
Unsecured sovereign, central bank, public sector entities (PSEs) and multilateral 0.9 11
development banks (MDBs)

Unsecured financial institutions and other legal entities 54 24
Other unsecured wholesale funding incl. unsecured debt issuance 12 0.5
Secured funding and collateral swaps 2.0 0.5
Collateral, securitisations and own debt 0.7 0.6
Credit and liquidity facilities 20 0.8
Other contractual and contingent cash outflows including derivative payables 25 23
Total outflows? 21.1 12.1

Inflows from...
Financial institutions 21 1.0

Retail and small business customers, non-financial corporates, central banks and 14 1.7
other entities

Secured lending and collateral swaps 21 04
Other cash inflows including derivative receivables 0.5 11
Total inflows?3 6.0 3.5

1 Uses balance sheet component information reported on the net stable funding ratio worksheet. 2 May contain rounding
differences. 3 The 75% cap is only applied to the “total inflow" category, which leads the sum of the individual inflow categories for
Group 2 banks to exceed the total inflow contribution on account of banks that report inflows that exceeded the cap.

Source: Basel Committee on Banking Supervision.

75% cap on total inflows

As at end-June 2015, no Group 1 and 5 Group 2 banks reported inflows that exceeded the 75% cap. Of
these 5 Group 2 banks, all exhibit LCR ratios well above the minimum requirement of 100%.
Composition of high-quality liquid assets

The composition of high-quality liquid assets (measured after application of the LCR haircuts) currently
held at banks is depicted in Graph 18. The majority of Group 1 and Group 2 banks' holdings, in aggregate,
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are comprised of Level 1 assets (almost 90%); however, the sample as a whole shows diversity in their
holdings of eligible liquid assets. Within Level 1 assets, 0% risk-weighted securities issued or guaranteed
by sovereigns, central banks and public sector entities, and cash and central bank reserves comprise the
most significant portions of the qualifying pool. By comparison, within the Level 2A asset class, the majority
of holdings comprise 20% risk-weighted securities issued or guaranteed by sovereigns, central banks or
public sector entities. Eligible non-financial common equity shares comprise the majority of holdings of
Level 2B assets.

Composition of holdings of eligible liquid assets

All banks Graph 18

Level 1 cash and withdrawable central bank reserves: 38%

Level 1 non-zero risk weight: 3.2%

Level 2A 20% risk weight sovereigns, central banks and PSEs: 6.3%
Level 2A non-financial corporate bonds (AA— or better): 2.1%
Level 2A covered bonds (AA— or better): 1.4%

Level 2B residential mortgage-backed securities: 0.1%

Level 2B non-financial corporate bonds BBB— to A+: 0.4%

Level 2B non-financial common equity shares: 1.1%

Level 2B sovereign or central bank debt securities (BBB- to BBB+): 0.1%

Level 1 zero rigk weight: 47.3%

Source: Basel Committee on Banking Supervision.

Caps on Level 2B and Level 2 assets

Due to the 15% Level 2B cap and the 40% overall Level 2 cap, €510 million of Level 2 assets are excluded
from high-quality liquid assets. In total, four banks are constrained, of which three banks are constrained
only by the Level 2B cap and one bank is constrained only by the Level 2 cap. No bank is constrained by
both caps. Of the four total banks that are constrained, one fails to meet an LCR minimum requirement of
100%.

Comparison of liquid assets and inflows to outflows and caps

Graph 19 combines the above LCR components by comparing liquidity resources (pool of high-quality
liquid assets and inflows) to outflows. Note that the €2,011 billion gross surplus shown in the graph differs
from the €57 billion gross shortfall at an LCR minimum requirement of 100% that is noted above, as it is
assumed here that excess assets at one bank can offset those at another. In practice the aggregate position
in the industry is likely to lie somewhere between these two numbers depending on how efficiently banks
redistribute liquidity around the system.
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Comparison of pool of high-quality liquid assets plus inflows to outflows and cap

All banks Graph 19
€ billions
Total 14602 15,000
— 10,000
5,000
0

Total liquid assets Outflows and

and inflows impact of cap

Level 1 assets [0 Outflows (post-factor) [0 Cap on Level 2 assets

[ Level 2A assets (post-factor) 8 Cap on Level 2B assets
Level 2B assets (post-factor) [ Inflows (post-factor, after cap)

Source: Basel Committee on Banking Supervision. See also Table A.18.

3.2 Net Stable Funding Ratio

The second liquidity standard introduced by the Basel IIl reforms is the Net Stable Funding Ratio (NSFR),
a longer-term structural ratio designed to reduce funding risk over a longer time horizon by requiring
banks to fund their activities with sufficiently stable sources of funding in order to mitigate the risk of
future funding stress.

Overall, 100 Group 1 and 102 Group 2 banks provided sufficient data in the end-June 2015
Basel Il monitoring exercise to calculate the revised NSFR according to the standard issued by the
Committee in October 2014. Some 79% of Group 1 banks and 83% of Group 2 banks already meet or
exceed the 100% minimum NSFR requirement, with 92% of Group 1 banks and 94% of Group 2 banks at
an NSFR of 90% or higher as of end-June 2015. This compares to 75% of Group 1 banks and 85% of
Group 2 banks which met or exceeded the 100% minimum standard, with 92% of Group 1 banks and 93%
of Group 2 banks that had an NSFR 90% or higher in the end-December 2014 period.

The weighted average NSFR was 111.9% for Group 1 banks and 114.0% for Group 2 banks at
end-June 2015 compared to 111.2% and 113.8% respectively, at end-December 2014. Graph 20 shows the
distribution of results for Group 1 and Group 2 banks; the red line indicates the 100% minimum
requirement, the black horizontal lines inside the boxes indicate the median for the respective bank group.
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Net stable funding ratio* Graph 20
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! The median value is represented by a horizontal line, with 50% of the values falling in the range shown by the box. The upper and lower
end points of the thin vertical lines show the range of the entire sample.

Source: Basel Committee on Banking Supervision. See also Table A.17.

Banks in the sample had a shortfall of stable funding?* of €415 billion at end-June 2015 compared
to €576 billion at end-December 2014. This number is reflective only of the aggregate shortfall for banks
that are below the 100% NSFR requirement and does not reflect any surplus stable funding at banks above
the 100% requirement. Banks that are below the 100% required minimum have until 2018 to meet the
standard. For the 100 Group 1 banks in the sample, the shortfall, as described above, is €374 billion at
end-June 2015 compared to €526 billion at end-December 2014. For the 102 Group 2 banks in the sample,
the shortfall, as described above, is €41 billion at end-June 2015 compared to €50 billion at end-December
2014.

Stable funding sources

Deposits from retail and small business customers (ie “stable” and “less stable” deposits, as defined in the
LCR) accounted for a significant portion of stable funding for banks in the sample, representing just under
half of total weighted available stable funding for both Group 1 banks (46%) and Group 2 banks (48%). To
a lesser degree, banks in the sample utilised funding from financial counterparties, which represented
roughly 16% of total weighted available stable funding. By comparison, funding from non-financial
corporate counterparties accounted for 14% of total weighted available stable funding.

2 The shortfall in stable funding measures the difference between balance sheet positions after the application of available stable

funding factors and the application of required stable funding factors for banks where the former is less than the latter.
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Aggregate available stable funding (ASF) by counterparty
All banks Graph 21
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Source: Basel Committee on Banking Supervision. See also Table A.19.

Funding requirements

The NSFR assumes short-dated (ie maturing in less than one year) and higher quality assets require a
smaller proportion of stable funding relative to longer term and lower quality assets. Indeed, much of the
stable funding requirement across all banks in the sample was related to longer term assets such as loans.
Loans with longer terms, including mortgages, represented roughly half of the stable funding requirement
across all banks. By comparison, higher quality assets, such as HQLA securities, represented less than 5%
of the total stable funding requirement. Assets encumbered for more than six months represented 11% of
total stable funding requirement (the NSFR treats assets encumbered for less than six months as
unencumbered).

Aggregate required stable funding (RSF) by category
All banks Graph 22
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[ All residential mortgages

Source: Basel Committee on Banking Supervision. See also Table A.20.

Basel Il Monitoring Report March 2016 29






Ethan Goh Kamil Pliszka Davy Reinard

Secretariat of the Basel Committee Deutsche Bundesbank Secretariat of the Basel Committee
on Banking Supervision Germany on Banking Supervision

Comprehensive QIS on interest rate risk in the banking book

Background

A Quantitative Impact Study (QIS) was conducted on end-June 2015 data in order to assess the feasibility
and impact of the proposed revisions to the regulatory framework for interest rate risk in the banking
book (IRRBB) outlined in the consultative document published by the Committee in June 2015.}

The consultative document presented two options for the capital treatment of IRRBB, namely:

1 A Pillar 1 (minimum capital requirements) approach based primarily on a standardised approach;
the consultative document proposed four different options for the standardised calculation of
minimum capital requirements; and

2. An enhanced Pillar 2 approach under which banks would be allowed to use their internal
measurement systems (IMS) for IRRBB (and credit spread risk in the banking book) for assessing
their capital adequacy subject to supervisory review and approval and which includes quantitative
disclosure of IRRBB based upon banks' internal measurement systems and the fallback
standardised approach.

The main features of the proposed Pillar 1 standardised approach can be summarised as follows:

) The measure for calculating minimum capital requirements is mainly based on an economic value
of equity (EVE) approach, but in order to mitigate incentives for banks to focus exclusively on
hedging duration, the EVE measure has been complemented by a so-called simple earnings
overlay (NII);

. Under both the EVE and NII measures, all future notional repricing cash flows of interest-rate
sensitive assets, liabilities and off-balance sheet positions are projected into a series of predefined
time buckets;

o However, for products in the banking book which have been identified as less or not amenable
to standardisation (ie automatic interest rate options, non-maturity deposits (NMDs),? fixed rate
loans with prepayments, term deposits with early redemption risk and fixed-rate loan
commitments or pipelines) banks may be allowed to use their internal estimates, sometimes with
constraints and fallbacks for slotting positions, and subject to supervisory approval;

) Regarding the interest rate shock scenarios, the baseline approach specifies six scenarios
(including upward/downward parallel shifts, steepening, flattening, short rate up and down)
selected based on criteria including the severity, redundancy and frequency of each scenario. For
each shock scenario, the absolute shock levels are computed by multiplying the globally

Basel Committee on Banking Supervision, Interest rate risk in the banking book, consultative document, June 2015,
www.bis.org/bcbs/publ/d319.htm.

Non-maturity deposits (NMDs) are defined as liabilities of banks in which the depositor is free to withdraw at any time since
they have no contractually agreed maturity date. Despite the contractual position, part of the balances of NMDs behaves as a
long term, rate-insensitive liability (insensitive even to large interest rate shocks). Such NMDs are called core deposits.
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determined shock parameter with the local interest rate levels, in order to reflect differences in
the local rate environment, subject to defined caps and floors; and

The proposal also includes an approach for calculating capital requirements for basis risk in the
banking book, ie the risk of losses associated with relative changes in interest rates for financial
instruments that have similar tenors but are priced of different reference rates.

The objective of the IRRBB QIS has been to inform the Committee’s final policy decision and

among others to:3

1.

assess the outcome of the four proposed options for calculating minimum capital requirements
using the standardised approach as set out in the June 2015 consultative document;

assess the outcome of banks’ IMS to quantify their IRRBB;

assess the preliminary calibration of the standardised behavioural parameters in the consultative
document with respect to banks’ internal estimates; and

assess the pertinence of the design and calibration of the predefined interest rate shock scenarios
also with a view of further reducing the numbers of scenarios.

This special feature summarises (i) a detailed analysis of the materiality of the components (ie

EVE, NI, basis risk and net interest profit (NIP)) of the standardised approach for calculating minimum
capital requirements; (ii) the overall results on the four options for the standardised approach for
calculating minimum capital requirements as well as for the IMS; (iii) an analysis of the impact of the
interest rate shock scenarios; and (iv) an analysis of the distribution of standardised as well as banks’
internal estimates of behavioural parameters.

Sample of banks and data quality

This special feature summarises voluntary and confidential data submissions from individual banks and
their national supervisors. A total of 153 banks from 20 member countries provided data for this part of
the study, including 79 large internationally active (“Group 1") banks, of which 23 G-SIBs, and 74 other
("Group 2") banks.

3

32

Other objectives of the IRRBB QIS include: (i) to test the proposed segmentation and the preliminarily proposed behavioural
parameter values for slotting notional repricing cash flows to the predefined time buckets for NMDs; and (ii) to test the
proposed approach for the treatment of automatic interest rate options.
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Number of banks that provided data for IRRBB Table 1
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Source: Basel Committee on Banking Supervision.

In terms of the quality of the data submissions, a significant number of participating banks had
difficulties reporting notional repricing cash flows for fixed rate loan commitments (pipelines), economic
values of automatic interest rate options held in the banking book, basis risk exposures as well as NIP
figures. Banks also experienced difficulties in specifically separating the notional repricing cash flows from
retail transactional NMDs and either did not completely report those values, or chose the simplified
approaches that did not require detailed reporting of the separated notional repricing cash flows. Table 2
shows the number of banks out of the 153 banks that submitted data for at least one currency in the QIS.

Basel Il Monitoring Report March 2016 33



Submission quality for selected panels

Number of banks providing the respective data Table 2
Retail Wholesale Pipelines Automatic Basis risk NIP Total
NMD NMD interest rate commitments
options
All Group 1 banks 76 76 35 30 49 65 79
Of which: G-SIBs 22 23 13 12 19 19 23
Group 2 banks 55 50 37 21 43 65 74

Source: Basel Committee on Banking Supervision.

Key findings

Overall materiality of EVE measures vs general and basis risk NII measures

Total IRRBB capital requirements as per the consultative document are the result of some combination of
EVE losses (including an add-on for the loss in economic value associated with explicit and embedded
automatic interest rate options held in the banking book) and NII losses. The NII measure is broken down
into a general NII and a basis risk NII component. The basis risk NII. measure in turn is further broken down
into a reference rate basis risk and a tenor basis risk component. NIP is an accounting based measure of
the past net income in the banking book less overheads and other expenses.

Table 3 shows that the weighted average delta NII as a percentage of CET1 capital is around 3%
for both Group 1 and Group 2 banks. The impact of the reference rate and tenor rate basis is similar for
Group 1 and Group 2 banks, but this is probably due to the difficulty banks had in reporting the
information on basis risk. Table 3 also shows that the materiality of EVE is much higher than the materiality
of NII (including basis risk).

Materiality of EVE, NII, basis risk and NIP

As a percentage of CET1 capital Table 3
Group 1 banks Group 2 banks
Weighted  Standard Median Number | Weighted  Standard Median Number
average deviation of banks average deviation of banks
AEVE 11.2 219 6.1 74 19.0 80.1 17.5 64
Total ANII 27 4.8 2.2 64 3.0 238 3.2 45
General ANII 17 3.0 12 77 11 2.0 12 68
Reference rate 0.9 19 0.3 71 1.2 20 0.9 53
basis
Tenor basis 03 0.5 0.1 66 0.6 0.8 0.1 50
NIP 6.7 11.2 5.8 70 8.2 224 6.6 70

Source: Basel Committee on Banking Supervision.
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Minimum capital requirements under the IRRBB standardised approach and the banks'’
internal measurement systems

Table 4 shows the distribution of the hypothetical CET1 ratios under the four consulted options for the
IRRBB standardised approach as well as under the banks’ IMS. From the data received in the QIS, 83 banks
(49 Group 1 banks, including 16 G-SIBs, and 34 Group 2 banks) were able to report the impact under all
four of the consulted options, as well as under their IMS.

Compared to the current total Pillar 1 capital requirements under Basel III, the CET1 ratios using
national implementation rules, adding minimum capital requirements for IRRBB calculated based on
option 1 (pure EVE capital requirements measure) of the proposed standardised approach would, on a
weighted average basis for a consistent sample of banks, lead to a decline of the CET1 ratios from 12.2%
to 10.3% for Group 1 banks. For G-SIBs within Group 1 banks, the weighted average CET1 ratio would
decline from 12.0% to 10.1%, and for Group 2 banks, the impact is even greater, with the corresponding
CET1 ratios declining from 12.1% to 9.3%.

A similar impact is observed under options 2 and 3. Option 2 considers the highest of the EVE
and NII loss measures as the minimum capital requirement. Option 3 is similar to option 2, but allows
banks to offset earnings-based gains from the same interest rate scenario against EVE-based losses. The
capital impact under option 4 is smaller as compared to the other options. Under option 4, which allows
for an offset through NIP (which is based on past accounting profit and loss measures) against EVE and
earnings-based losses, the CET1 ratios would decline from 12.2% to 10.9% for Group 1 banks. For G-SIBs
within Group 1 banks, the weighted average CET1 ratio would decline from 12.0% to 10.6%, and for
Group 2 banks the CET1 ratios would decline from 12.1% to 10.0%. However, the numbers need to be
interpreted with caution as many banks used approximations and estimations to calculate their NIP values
(ie option 4).

Change in CET1 capital ratios due to the proposed IRRBB capital requirements!

National implementation as of reporting date, consistent sample of banks, in per cent Table 4

Group 1 banks Of which: G-SIBs  Group 2 banks Number of

banks

CET1 capital ratios disregarding any IRRBB 12.2 120 121 83
capital requirements

Option 1 10.3 10.1 9.3 83
Option 2 10.2 10.1 9.3 83
Option 3 10.2 10.1 9.3 83
Option 4 10.9 10.6 10.0 83
Internal measurement systems (IMS) 111 111 10.0 83

(based on economic value of equity)

1 Option 1: EVE measure only; Option 2: Maximum of EVE and NII measures; Option 3: Maximum of EVE and NII measures with some
short-term offsets for EVE; Option 4: Maximum of EVE and NII measures with a risk-based threshold.

Source: Basel Committee on Banking Supervision.

This subsection further compares banks’ IMS for IRRBB with the standardised approach options
proposed in the consultative document. As the IMS numbers reported in the QIS are measured by an EVE
measure only, it is best compared to the standardised approach measure under option 1, which is also a
purely EVE-based measure.

Graph 1 below provides scatter plots of IMS numbers and numbers based on option 1 of the
standardised approach. The left panel displays for each Group 1 bank, the IMS-based measure of AEVE
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(horizontal axis) and the corresponding standardised measure of AEVE (vertical axis) both expressed as a
percentage of CETL. The right panel of Graph 1 shows the results of the same analysis for Group 2 banks.

AEVE: option 1 vs IMS!

As a percentage of CET1 capital as of reporting date Graph 1
Group 1 banks Group 2 banks
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1 Two Group 1 banks and eight Group 2 banks with option 1 to CET1 ratio of above 50% and IMS (delta EVE) to CET1 ratio of above 50% are
not shown in the graph.

Source: Basel Committee on Banking Supervision.

In general, banks with a high IMS-based impact of interest rate shocks (horizontal axis) tend to
exhibit also higher standardised IRRBB measures (vertical axis). This correlation is more pronounced for
Group 1 banks than for Group 2 banks. Overall, the correlation between the outcome of banks' IMS and
option 1in the sample is relatively high at 0.827. The vast majority of Group 1 banks and around one-third
of Group 2 banks have both IMS-based and standardised IRRBB measures of EVE below 10% of their CET1,
indicating that the difference between their IMS and the standardised approach is relatively low.

Impact of interest rate shock scenarios on EVE

The standardised methodology of the consultative document considers the change in EVE under six
different interest rate shock scenarios, namely (1) a parallel upward shift; (2) a parallel downward shift; (3)
a steepening of the yield curve; (4) a flattening of the yield curve; (5) a short-end upward shift; and (6) a
short-end downward shift. For each bank, the scenarios are rank ordered from 1 to 6 with respect to the
generated EVE loss (ie the interest rate shock scenario generating the maximum EVE loss is ranked 1, etc).
The impact of the interest rate shock scenarios is shown in Table 5 and Table 6.
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Materiality of shock scenarios for EVE

Group 1 banks Table 5
AEVE/EVE Number of cases Average rank Number of banks
(%) leading to highest
EVE loss
Scenario 1: Parallel up 17.5 45 2.0 74
Scenario 2: Parallel down 3.6 13 4.0 74
Scenario 3: Steepener 9.8 5 34 74
Scenario 4: Flattener 21 3 4.2 74
Scenario 5: Short up 113 3 29 74
Scenario 6: Short down 14 4 45 74

Source: Basel Committee on Banking Supervision.

Materiality of shock scenarios for EVE

Group 2 banks Table 6
AEVE/EVE Number of cases Average rank Number of banks
(%) leading to highest
EVE loss
Scenario 1: Parallel up 15.2 37 21 63
Scenario 2: Parallel down 23 9 41 63
Scenario 3: Steepener 11.7 11 29 63
Scenario 4: Flattener 16 1 44 63
Scenario 5: Short up 7.8 3 3.0 63
Scenario 6: Short down 13 2 45 63

Source: Basel Committee on Banking Supervision.

Analysis of behavioural parameters

Stability rates and pass-through rates of non-maturity deposits

Non-maturity deposits (NMDs) are defined as liabilities of banks in which the depositor is free to withdraw
at any time since they have no contractually agreed maturity date. Despite the contractual position, part
of the balances of NMDs behaves as a long term, rate-insensitive liability (insensitive even to a large
interest rate shock). Such NMDs are called core deposits.

Under the Time Series Approach (TIA) proposed in the consultative document banks are required
to estimate so-called stability rates, ie the proportion of NMDs that is found to remain undrawn with a
high degree of likelihood, and pass-through rates, ie the rate-sensitive part of the stable deposits, to
determine the proportion of core deposits, subject to constraints. Three segments of NMDs are prescribed
under the TIA, namely (i) retail transactional NMDs; (ii) retail non-transactional NMDs; and (iii) wholesale
NMDs. Non-core deposits are assumed to reprice overnight whereas core deposits must either be slotted
uniformly across time buckets up to six years or alternatively, at the bank’s discretion, up to six years
provided the average maturity does not exceed three years. Table 7 below provides an overview of the
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proposed values for the stability caps, pass-through floors and the implied cap on core deposits for the
three NMD segments.

Stability caps and pass-through floors for NMDs by segment

In per cent Table 7
Stability cap Pass-through floor Implied cap on core NMDs

Retail/transactional 80 25 60 (=0.8(1-0.25))

Retail/non-transactional 70 30 49

Wholesale 65 50 33

Source: Basel Committee on Banking Supervision, Interest rate risk in the banking book, consultative document, June 2015, p 21.

Table 8 below shows weighted average values of the stability and pass-through rates across
Group 1 and Group 2 banks applying the proposed constraints (standardised) and the unconstrained
estimates in the QIS sample. The last column shows the average implied maturity of core deposits.

Constrained and unconstrained parameter values for NMDs for the main

currency Table 8
Proportion of Pass-through rate Average applied maturity of
stable deposits (%) of stable deposits (%) core deposits (years)
Unconstrained Unconstrained Unconstrained
Standardised internal Standardised internal Standardised internal
estimates estimates estimates
Retail
transactional
Group 1 70.5 76.0 29.7 204 2.6 39
Group 2 66.5 724 28.0 164 35 45
Retail non-
transactional
Group 1 61.9 75.1 40.0 39.8 2.6 29
Group 2 62.8 67.1 36.3 257 25 35
Wholesale
Group 1 50.7 59.0 50.8 409 2.6 3.0
Group 2 477 524 483 25.6 24 38

Source: Basel Committee on Banking Supervision.

The results show that the imposed constraints have a significant impact on the average implied
maturity of core deposits across all segments in particular for Group 2 banks.

Analysis of prepayment rates

The ability of a borrower to repay a fixed rate loan is an important behavioural option on banks’ balance
sheets. Prepayments, or parts thereof, for which the economic cost is not charged to the borrower, are
referred to as uncompensated prepayments. The consultative document proposed a standardised fallback
and an internal estimates approach for slotting the notional repricing cash flows of loan products where
the economic cost of prepayments is never charged, or only charged for prepayments above a certain
threshold.

Under the standardised fallback banks are required to apply a scalar multiplier under each of the
six prescribed interest rate shock scenarios to the so-called conditional prepayment rate (CPR) for the
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baseline interest rate scenario 0 to slot their notional repricing cash flows. Under the internal estimates
approach banks may use their unconstrained internally measured prepayment speeds (IMPS) under each
of the six prescribed interest rate shock scenarios to slot their notional repricing cash flows. Table 9 below
shows the weighted average CPR and IMPS under the baseline interest rate scenarios as well as following

the six prescribed interest rate shock scenarios.*

Weighted average of the CPR and the IMPS of fixed rate loans subject to
prepayment risk of the main currency for all banks

In per cent Table 9
Baseline Scenario 1: Scenario 2: Scenario 3: Scenario 4: Scenario 5: Scenario 6:
scenario Parallel up Parallel Steepener Flattener Short up Short down

down

CPR 6.8 51 13.7 5.8 10.3 6.2 8.2

IMPS 6.8 6.0 9.0 6.3 83 6.4 7.3

Source: Basel Committee on Banking Supervision.

The results show that the range of the weighted average CPR values is wider than the range of

banks’ IMPS values under the six prescribed interest rate shock scenarios.

4 Note that by construction CPR and IMPS are the same under the baseline scenario.
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Statistical Annex

Number of banks for which data have been provided

Table A.1
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Source: Basel Committee on Banking Supervision.
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Current CET1, Tier 1 and total capital ratios

In per cent Table A.2
Group 1 banks Of which: G-SIBs Group 2 banks

CET1 Tier 1 Total CET1 Tier 1 Total CET1 Tier 1 Total
Max 225 251 284 18.2 19.1 24.8 719 72.0 72.0
75th percentile 134 149 179 125 14.3 17.3 17.0 18.0 193
Median 123 132 159 11.8 131 16.2 131 133 15.8
25th percentile 111 123 144 11.0 124 14.5 114 117 13.5
Min 8.6 8.8 12.0 94 10.5 12.8 6.3 6.8 7.6

Source: Basel Committee on Banking Supervision.

Fully phased-in Basel Il CET1, Tier 1 and total capital ratios

In per cent Table A.3
Group 1 banks Of which: G-SIBs Group 2 banks

CET1 Tier 1 Total CET1 Tier1 Total CET1 Tier 1 Total
Max 22.6 24.6 28.0 15.8 17.2 211 71.8 71.8 71.8
75th percentile 131 13.7 15.8 121 13.0 15.7 18.0 18.0 188
Median 117 122 14.0 114 123 14.2 135 13.6 14.9
25th percentile 104 11.0 125 10.6 119 13.0 11.0 111 124
Min 7.6 7.6 9.6 9.5 9.9 10.3 6.7 6.7 7.1

Source: Basel Committee on Banking Supervision.
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Current CET1, Tier 1 and total capital ratios

In per cent, consistent sample of banks?

Table A4

H1 2011
H2 2011
H1 2012
H2 2012
H1 2013
H2 2013
H1 2014
H2 2014
H1 2015

Group 1 banks

Of which: G-SIBs

Group 2 banks

CET1 Tier 1 Total CET1 Tier 1 Total CET1 Tier 1 Total
10.1 114 14.1 9.6 11.2 13.8 10.1 111 143
10.3 115 141 9.8 114 139 10.5 113 144
10.8 119 144 10.5 119 143 111 11.7 14.8
113 124 15.0 111 125 15.0 10.8 114 14.5
10.9 12.0 14.6 109 12,0 14.5 11.2 11.8 149
113 124 15.0 114 124 15.0 116 1222 153
113 122 14.8 11.2 121 14.7 11.8 122 151
11.7 12.8 15.5 11.6 12.6 153 119 12.6 15.3
119 13.2 15.8 11.8 129 15.5 124 133 15.8

1 Before the implementation of the Basel IIl framework, results have been calculated on the basis of the relevant national regulatory
2 Group 1 includes 91 banks, G-SIB includes 30 banks and Group 2 includes 71 banks.

frameworks in place at the reporting dates.

Source: Basel Committee on Banking Supervision.

Fully phased-in Basel Il CET1, Tier 1 and total capital ratios

In per cent, consistent sample of banks!

Table A.5

H1 2011
H2 2011
H1 2012
H2 2012
H1 2013
H2 2013
H1 2014
H2 2014
H1 2015

Group 1 banks

Of which: G-SIBs

Group 2 banks

CET1 Tier 1 Total CET1 Tier1 Total CET1 Tier 1 Total
7.1 7.4 8.6 6.7 7.0 83 7.6 8.0 9.8
7.7 7.9 9.2 7.3 7.6 8.9 7.6 81 9.9
8.5 8.7 9.9 83 8.6 9.8 8.2 838 10.3
9.1 94 10.6 9.0 9.2 10.5 81 8.7 10.0
9.5 9.7 111 94 9.6 111 8.2 8.38 10.3

10.2 10.5 11.9 10.1 10.5 11.9 9.5 10.1 11.8
10.8 11.2 12.6 10.7 11.2 125 10.8 111 12.9
111 117 133 110 117 133 11.2 116 13.0
114 12.2 139 114 12.2 13.9 121 125 13.9

1 Group 1 includes 91 banks, G-SIB includes 30 banks and Group 2 includes 71 banks.

Source: Basel Committee on Banking Supervision.
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Estimated capital shortfalls at the minimum level

In billions of euros, fully phased-in Basel II, sample and exchange rates as at the reporting dates! Table A.6
Group 1 banks Of which: G-SIBs Group 2 banks
CET1 Add. Tier 2 CET1 Add. Tier 2 CET1 Add. Tier 2
Tier 1 Tier 1 Tier 1

H1 2011 38.8 66.6 119.3 279 50.9 84.5 8.6 7.3 5.5
H2 2011 119 325 107.7 7.6 22.6 79.1 7.6 21 41
H1 2012 3.7 16.2 61.8 0.0 8.7 429 4.8 16 5.0
H2 2012 2.2 10.2 457 0.0 5.6 294 114 23 8.7
H1 2013 33 6.9 18.6 0.0 0.0 5.6 124 3.0 84
H2 2013 0.1 14 3.6 0.0 0.0 0.2 20 0.7 4.0
H1 2014 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.3 31
H2 2014 0.0 0.0 0.0 0.0 0.0 0.0 0.0 04 18
H1 2015 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.3

1 The sample of banks is not consistent (Group 1 includes 102 banks in H1 2011 and H2 2011, 101 banks in H1 2012 and H2 2012, 102
banks in H1 2013 and in H2 2013 and 98 in H1 2014 and H2 2014 and 101 in H1 2015; Group 2 includes 109 banks in H1 2011, 107 in
H2 2011, 104 in H1 2012, 115 in H2 2012, 118 in H1 2013, 113 in H2 2013, 114 in H1 2014, 109 in H2 2014 and 118 in H1 2015).

Source: Basel Committee on Banking Supervision.

Estimated capital shortfalls at the target level

In billions of euros, fully phased-in Basel II, sample and exchange rates as at the reporting dates! Table A7
Group 1 banks Of which: G-SIBs Group 2 banks
CET1 Add. Tier 2 CET1 Add. Tier 2 CET1 Add. Tier 2
Tier 1 Tier 1 Tier 1

H1 2011 485.6 2214 2232 406.4 164.4 155.3 324 16.6 11.6
H2 2011 384.1 2263 2320 326.6 175.2 159.4 217 11.9 8.6
H1 2012 197.9 197.0 224.0 155.9 160.8 1494 16.0 73 12.0
H2 2012 115.0 158.9 1713 89.5 123.8 109.0 256 74 14.6
H1 2013 57.5 104.5 143.8 30.2 80.3 924 277 7.5 12.3
H2 2013 151 48.8 95.4 7.5 339 577 94 6.9 83
H1 2014 39 18.6 78.8 0.0 8.6 60.2 18 5.6 5.6
H2 2014 0.0 6.5 388 0.0 3.8 293 15 59 55
H1 2015 0.0 34 12.8 0.0 0.0 114 0.2 29 5.6

1 The sample of banks is not consistent (Group 1 includes 102 banks in H1 2011 and H2 2011, 101 banks in H1 2012 and H2 2012, 102
banks in H1 2013 and in H2 2013 and 98 in H1 2014 and H2 2014 and 101 in H1 2015; Group 2 includes 109 banks in H1 2011, 107 in H2
2011, 104 in H1 2012, 115 in H2 2012, 118 in H1 2013, 113 in H2 2013, 114 in H1 2014, 109 in H2 2014 and 118 in H1 2015).

Source: Basel Committee on Banking Supervision.
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Level of capital after full phasing in of Basel III

In billions of euros, consistent sample of banks?, exchange rates as of 30 June 2015

Table A.8

Group 1 banks

Of which: G-SIBs

Group 2 banks

CET1 Add. Tier 2 CET1 Add. Tier 2 CET1 Add. Tier 2
Tier 1 Tier 1 Tier 1
H1 2011 2,153 86 388 1,479 68 289 133 7 32
H2 2011 2,281 77 384 1,559 56 281 134 8 32
H1 2012 2,483 71 348 1,715 53 256 141 12 26
H2 2012 2,621 67 365 1,797 52 264 141 9 24
H1 2013 2,751 69 401 1,888 52 299 143 10 27
H2 2013 2,943 88 410 2,023 69 286 163 10 29
H1 2014 3,126 133 401 2,141 104 256 185 5 30
H2 2014 3,270 181 457 2,237 147 316 189 6 24
H1 2015 3,443 225 504 2,346 182 351 206 7 24
1 Group 1 includes 92 banks, G-SIB includes 30 banks and Group 2 includes 73 banks.
Source: Basel Committee on Banking Supervision.
Profits, dividends and CET1 capital raised
In billions of euros, consistent sample of banks?, exchange rates as of 30 June 2015 Table A9
Group 1 banks Of which: G-SIBs Group 2 banks
Profit Common CET1 Profit Common CET1 Profit Common CET1
after tax share raised after tax share raised after tax share raised
dividend dividend dividend

H1 2011 147.8 61.3 373 91.5 41.2 14.4 74 16 5.5
H2 2011 1196 34.0 263 79.2 174 14.0 15 16 74
H1 2012 1424 63.2 29.2 89.3 431 19.9 5.6 15 16
H2 2012 1743 29.9 313 108.0 134 9.5 21 15 5.2
H1 2013 178.7 82.0 27.0 1145 57.6 139 4.8 1.7 10
H2 2013 147.0 29.8 335 89.5 117 154 44 15 24
H1 2014 161.2 91.8 347 933 66.9 18.8 89 19 5.3
H2 2014 196.2 450 203 1184 18.8 83 5.6 13 37
H1 2015 2239 95.0 217 147.9 64.1 115 10.1 25 21

1 Group 1 includes 90 banks, G-SIB includes 29 banks and Group 2 includes 72 banks.

Source: Basel Committee on Banking Supervision.
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Structure of regulatory capital under transitional Basel III rules*

In per cent, consistent sample of banks? Table A.10
Group 1 banks Of which: G-SIBs Group 2 banks
CET1 Add. Tier 2 CET1 Add. Tier 2 CET1 Add. Tier 2
Tier 1 Tier 1 Tier 1

H1 2011 71.8 9.3 189 69.9 114 18.8 711 6.7 223
H2 2011 73.0 8.9 181 711 109 18.0 731 5.9 211
H1 2012 75.0 79 17.0 73.7 9.9 16.5 74.9 42 20.9
H2 2012 753 74 17.3 74.3 9.3 16.5 749 4.0 212
H1 2013 75.0 7.1 179 75.5 74 17.1 75.7 37 20.6
H2 2013 75.6 6.8 17.5 75.9 7.1 17.0 76.2 33 20.5
H1 2014 76.5 5.8 17.7 76.5 6.0 17.6 78.6 2.6 18.8
H2 2014 75.5 7.2 17.2 75.5 7.1 174 78.0 47 17.3
H1 2015 75.1 8.5 16.3 76.0 7.5 16.5 78.8 5.5 15.7

1 Before the implementation of the Basel IIl framework, results have been calculated on the basis of the relevant national regulatory
frameworks in place at the reporting dates. 2 Group 1 includes 91 banks, G-SIB includes 30 banks and Group 2 includes 74 banks.

Source: Basel Committee on Banking Supervision.

Structure of regulatory capital under fully phased-in Basel III

In per cent, consistent sample of banks! Table A.11
Group 1 banks Of which: G-SIBs Group 2 banks
CET1 Add. Tier 2 CET1 Add. Tier 2 CET1 Add. Tier 2
Tier 1 Tier 1 Tier 1

H1 2011 824 3.2 145 81.0 37 153 774 39 18.7
H2 2011 835 2.8 137 825 3.0 145 77.2 45 183
H1 2012 85.8 24 11.8 85.0 26 124 794 6.4 14.2
H2 2012 86.2 21 117 855 24 121 813 5.1 13.6
H1 2013 85.6 21 123 84.6 23 131 79.7 5.6 147
H2 2013 85.6 24 12.0 853 2.8 119 80.6 51 14.2
H1 2014 85.2 36 11.2 85.6 41 10.3 84.2 23 135
H2 2014 83.6 4.6 11.8 829 5.4 117 86.6 25 10.9
H1 2015 825 54 121 815 6.3 12.2 871 2.8 10.1

1 Group 1 includes 91 banks, G-SIB includes 30 banks and Group 2 includes 74 banks.

Source: Basel Committee on Banking Supervision.
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CET1 regulatory adjustments

Group 1 banks, in per cent of CET1 capital prior to adjustments Table A.12
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H1 2011 91 -15.3 =37 -33 -3.0 -18 -21 -3.0 -321
H2 2011 91 -14.0 =35 -2.8 -19 -16 -16 =37 -29.2
H1 2012 91 -13.2 =33 -2.5 -17 -11 -13 -34 -26.7
H2 2012 91 -12.3 =31 -2.6 24 -1.2 -11 -2.8 -25.6
H1 2013 91 -11.9 -29 -2.7 24 -1.0 -0.9 -21 -23.9
H2 2013 91 -11.2 -2.7 24 -14 -0.5 -0.4 -15 -20.0
H1 2014 91 -10.7 -2.6 -2.2 -13 -04 -0.2 -14 -18.8
H2 2014 91 -10.3 -2.5 -2.0 -0.9 -04 -0.2 -15 -18.2
H1 2015 91 -10.0 24 -19 -0.7 -0.3 -0.1 -15 -17.3

1 DTAs are the deferred tax assets that are deducted in full under Basel III (ie they exclude DTAs that are related to temporary differences,

which are only deducted when they exceed a threshold).

2 Excess above 15% pertains to significant investments in the common shares

of unconsolidated financial institutions, mortgage servicing rights, and DTAs due to timing differences that do not separately exceed the

10% category thresholds but in the aggregate exceed the 15% basket threshold.

3 Other includes adjustments related to investment in

own shares, shortfall of provisions to expected losses, cash flow hedge reserves, cumulative changes in fair value due to changes in own
credit risk, net pension fund assets, securitisation gains on sale, mortgage servicing rights and deductions from additional Tier 1 capital to

the extent they exceed a bank’s additional Tier 1 capital.
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CET1 regulatory adjustments

Group 2 banks, in per cent of CET1 capital prior to adjustments Table A.13
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H1 2011 73 -14.0 -34 04 4.3 -38 -2.0 4.2 -321
H2 2011 73 -8.8 -3.2 -0.5 4.5 -19 -13 4.3 —24.5
H1 2012 73 -8.0 -29 -04 44 -2.0 -13 -43 -23.3
H2 2012 73 -7.3 -29 -0.9 -4.7 -2.0 -11 -43 -23.2
H1 2013 73 -7.2 -2.8 -1.2 -5.0 -15 -1.2 -4.7 -23.6
H2 2013 73 -5.8 -29 -0.9 4.2 -0.4 -0.8 -5.0 =199
H1 2014 73 -5.0 =27 -0.8 -3.0 0.0 -0.5 =21 -14.0
H2 2014 73 -41 -2.8 -11 -33 -0.3 -0.5 -23 -14.6
H1 2015 73 -3.8 -2.6 -0.8 -31 -0.2 -0.5 -1.8 -129

1 DTAs are the deferred tax assets that are deducted in full under Basel III (ie they exclude DTAs that are related to temporary differences,
which are only deducted when they exceed a threshold). 2 Excess above 15% pertains to significant investments in the common shares
of unconsolidated financial institutions, mortgage servicing rights and DTAs due to timing differences that do not separately exceed the
10% category thresholds but in the aggregate exceed the 15% basket threshold. 3 Other includes adjustments related to investment in
own shares, shortfall of provisions to expected losses, cash flow hedge reserves, cumulative changes in fair value due to changes in own
credit risk, net pension fund assets, securitisation gains on sale, mortgage servicing rights and deductions from additional Tier 1 capital to
the extent they exceed a bank’s additional Tier 1 capital.

Transitional and fully phased-in Basel III Tier 1 leverage ratios

In per cent Table A.14
Group 1 banks Of which: G-SIBs Group 2 banks
Transitional  Fully phased-in | Transitional  Fully phased-in = Transitional  Fully phased-in
Max 144 144 7.9 7.9 274 293
75th percentile 6.9 6.6 6.1 6.0 7.8 7.7
Median 5.5 5.2 5.1 4.6 5.9 5.9
25th percentile 45 41 44 38 44 43
Min 3.2 31 3.6 33 11 11
Weighted average 5.6 5.2 5.5 5.2 5.6 54

Source: Basel Committee on Banking Supervision.
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Fully phased-in Basel Il Tier 1 leverage ratios

Consistent sample of banks, in per cent

Table A.15

Group 1 banks

Of which: G-SIBs

Group 2 banks

H1 2011 34 33 37

H2 2011 35 34 3.6

H1 2012 3.7 3.6 38

H2 2012 3.7 3.6 37

H1 2013 4.0 39 39

H2 2013 44 44 4.5

H1 2014 47 4.6 5.0

H2 2014 5.0 5.0 5.0

H1 2015 5.2 5.2 53

Source: Basel Committee on Banking Supervision.

Tier 1 capital, risk-weighted assets, leverage ratio exposure and accounting

total assets

Consistent sample of banks, exchange rates as of 30 June 2015 Table A.16

H1 H2 H1 H2 H1 H2 H1 H2 H1
2011 2011 2012 2012 2013 2013 2014 2014 2015

Group 1 banks
Tier 1 capital 100.0 105.3 114.0 120.0 1259 1353 1454 154.0 163.7
Risk-weighted assets 100.0 98.6 97.1 95.2 96.7 96.4 96.5 980  100.2
Leverage total exposure 100.0 1028  106.3 110.8  108.7 104.9 107.6 107.2 109.8
Accounting total assets 100.0 103.0 106.8 105.8 106.8 105.4 109.5 111.8 114.4

Of which: G-SIBs
Tier 1 capital 1000 1044 1142 1195 1254 1352 1451 1541 1633
Risk-weighted assets 100.0 97.2 94.9 91.8 93.1 923 92.5 93.9 95.3
Leverage total exposure 100.0 1028  106.1 110.7 99.8 104.7 106.3 105.2 106.9
Accounting total assets 100.0 102.9 106.4 104.9 105.4 103.2 106.7 109.0 110.7

Group 2 banks
Tier 1 capital 1000 1023 1096 1080 1099 1243 1398 1397 1525
Risk-weighted assets 1000 1018 99.9 1003  100.2 98.2 98.1 96.6 97.9
Leverage total exposure 100.0 103.2 105.6 106.9 102.8 100.0 101.7 1011 103.6
Accounting total assets 100.0 103.2 104.8 104.8 105.9 103.5 105.3 106.0 107.7

H1 2011 = 100.

Source: Basel Committee on Banking Supervision.
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Liquidity coverage ratio and net stable funding ratio

In per cent Table A.17
Liquidity coverage ratio Net stable funding ratio
Group 1 Of which: Group 2 Group 1 Of which: Group 2

banks G-SIBs banks banks G-SIBs banks
Max 303.9 163.8 400.0 159.5 1414 194.5
75th percentile 1354 132.0 199.8 119.0 115.2 1294
Median 1219 1239 139.9 109.1 108.6 1194
25th percentile 1113 117.0 105.6 101.0 104.1 104.7
Min 80.4 97.6 64.2 77.2 86.2 449
Weighted average 123.6 1234 140.1 1119 114.6 114.0

Source: Basel Committee on Banking Supervision.

Comparison of pool of high-quality liquid assets to outflows and cap

All banks, in billions of euros Table A.18

Total liquid assets and inflows

Level 1 assets 9,733.3
Level 2A assets (post-factor) 1,066.4
Level 2B assets (post-factor) 1904
Inflows (post-factor, after cap) 3,611.9
Total 14,601.9
Outflows and impact of cap

Outflows (post-factor) 12,590.6
Cap on Level 2 assets 0.1
Cap on Level 2B assets 04
Total 12,591.2

Source: Basel Committee on Banking Supervision.
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Aggregate available stable funding (ASF) by counterparty

All banks, in trillions of euros Table A.19
Unweighted ASF Weighted ASF
Capital 5.6 5.6
Retail and small business 20.2 186
Non-financial corporates 10.7 55
Central banks 14 0.5
Sovereigns/PSEs/MDBs/NDBs 27 15
Financials (other legal entities) 17.5 6.5
Other liabilities 7.6 19
Total 65.6 40.2
Source: Basel Committee on Banking Supervision.
Aggregate required stable funding (RSF) by category
All banks, in trillions of euros Table A.20
Unweighted RSF Weighted RSF
Cash and central banks reserves 6.0 0.0
Loans to financial institutions 7.6 25
HQLA 9.9 14
All residential mortgages 7.5 54
Loans, < 1 year 8.2 41
Other loans, > 1 year, risk weight < 35% 1.8 13
Loans, risk weights > 35% 12.0 10.1
Derivative 20 1.0
All other assets 115 9.6
Off balance sheet 04
Total 66.4 358
Source: Basel Committee on Banking Supervision.
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Previous monitoring reports published by the Basel Committee

Results of the comprehensive quantitative impact study, December 2010,
www.bis.org/publ/bcbs186.htm.

Results of the Basel Ill monitoring exercise as of 30 June 2011, April 2012, www.bis.org/publ/bcbs217.htm.

Results of the Basel Il monitoring exercise as of 31 December 2011, September 2012,
www.bis.org/publ/bcbs231.htm.

Results of the Basel lll monitoring exercise as of 30 June 2012, March 2013,
www.bis.org/publ/bcbs243.htm.

Basel Ill monitoring report, September 2013, www.bis.org/publ/bcbs262.htm.
Basel Ill monitoring report, March 2014, www.bis.org/publ/bcbs278.htm.
Basel Ill monitoring report, September 2014, www.bis.org/publ/bcbs289.htm.
Basel Il monitoring report, March 2015, www.bis.org/bcbs/publ/d312.htm.

Basel Ill monitoring report, September 2015, www.bis.org/bcbs/publ/d334.htm.
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Basel IIl phase-in arrangements

Basel Ill phase-in arrangements

Shading indicates transition periods — all dates are as of 1 January.

2015 2016 2017 2018 As of 2019
Leverage ratio Parallel run until 1 Jan 2017 Migration
9 Disclosure started 1 Jan 2015 to Pillar 1

Minimum CET1 ratio 4.5% 4.5% 4.5% 4.5% 4.5%
Capital conservation buffer 0.625% 1.25% 1.875% 2.50%
G-SIB surcharge Phase-in 1.0%-2.5%
Mlnlmum‘common equity plus capital 45% 5.125% 5 75% 6.375% 70%
conservation buffer
Phase-in of deductions from CET1
(including amounts exceeding the limit 40% 60% 80% 100% 100%
for DTAs, MSRs and financials)
Minimum Tier 1 capital 6.0% 6.0% 6.0% 6.0% 6.0%
Minimum total capital 8.0% 8.0% 8.0% 8.0% 8.0%
M|n|mum.tota| capital plus capital 8.0% 8.625% 9.25% 9.875% 10.5%
conservation buffer
Capital instruments that no longer qualify Phased out over 10 year horizon beginning 2013
as Tier 1 capital or Tier 2 capital
Liquidity coverage ratio 60% 70% 80% 90% 100%

Introduce
Net stable funding ratio minimum

standard
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