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The Financial Sector in the S&P500:
Earnings & Market Capitalization Share

- Since OECD started writing about leverage
ratio views, the excess complexity of Basel,
regulatory arbltrage derivatives, and
separation. Haldane BoE, Norton FDIC,
Hoenig FDIC, a growing realisation about
Basel. Thlngs are changing.

« USA now 6% leverage ratio (not 3%), so even
with accounting standards.....

- Business models, derivatives and separation:
Volcker, Vickers, L11kanen Swiss bail in. But
huge cross border differences.




The Financial Sector in the S&P500:
Earnings & Market Capitalization Share
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RWA to Total Assets: GSIFI Banks versus
Non-GSIFI Banks
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The Gross Credit Exposure (GMV-Netting)
of Derivatives & Collateral

)

6,000 $bn

)

Collateral

= = = Gross Credit Exposure

5,000 -

CT-1eN

11-das
TT-1eN
01-das
0T-4eN
60-doas
60-1el\
80-das
80-1el\
L0-das
LO-1eN
90-das
90-1eN
S0-das
S0-1eN
0-das
v0-1eiN
€0-das
€0-1e\
20-das
20-1ey
10-das
T0-1eiN
00-das
00-1eN



// Collateral & Margin Calls
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Distance-to-Default in 2012:
US versus Europe

" Std Dev. At 31, March 2013
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Determinants of Bank Distance to Default:
Multi-variate Panel Results
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The Capital Needs of Banks and Regional
Breakdown

$ billion
2007 2008 2009 2010 2011 2012
Type of bank

Global
Core Tier 1 Cap. 1,222 1,144 1,621 1,708 1,831 1,960
Add. Cap. Req. For DTD 3.0 14 2,225 4,560 363 616 314
G-SIFIs
Core Tier 1 Cap. 820 741 1,138 1,191 1,230 1,335
Add. Cap. Req. For DTD 3.0 7 1,624 3,611 250 449 203
Non G-SIFlIs
Core Tier 1 Cap. 402 403 483 516 601 624
Add. Cap. Req. For DTD 3.0 7 602 949 113 166 111

Domicile of bank
United States

Core Tier 1 Cap. 331 329 530 577 634 702
Add. Cap. Req. For DTD 3.0 5 1285 2473 32 176 17
United Kingdom

Core Tier 1 Cap. 215 211 348 354 352 363
Add. Cap. Req. For DTD 3.0 3 252 1075 79 80 53
Europe

Core Tier 1 Cap. 675 604 743 777 845 894

Add. Cap. Req. For DTD 3.0 6 689 1013 252 359 245




Separation of Universal Bank into Core
/ Deposit Bank & Securities Firm

Hy pothetical L arge Universal Bank and NOHC Separated Bank with 5% | evergae Ratio

U nirersal Bank

Separated D eposit

Separated Securities

B efore Sepamtion Bank Subsidiary

ASSET RATIOS € bn Ratio TA € bn Ratio TA € bn Ratio TA
Trading As=zels 625 025 200 0.25 300 060
Loans 375 015 375 0.47 0 0.00
Dervative Assets (IFRS) 1000 0.40 &0 0.10 200 0.40
Other Azsels 500 020 145 0.18 0 0.00
LIABILITY RATIOS € bn Ratio TL € bn Ratio TL € bn Ratio TL
D epositz/Liabilties 75 0.3 [ < 0.598 0 0
Whole=ale Funding/Liabilties 580 040 0 0.00 325 067
Other LiabilitiesA iabilities 735 0.30 15 0.02 162.5 033
CAPITAL INDICATOR S € bn %a € bn % € bn %
CoreT1 Capital a0 2 40 2.0 I 10 2
Tier 1 625 25 o0 6.3 125 25
RWATA% 31.3 7.1 31.3
T1/RWA % 8 2.0 8

ME MO: (zee row) (see o) (zee row)
Market Beta (elasticty to market stock price) 1.4 1.0 1.6
Mational HPI % Change 4 4.0 4
Leverage to Core T1 (Ratio) 50 20 a0
Size as % MNational Banking System %% 15 a2 3.2




DTD: Impact on NOHC Subsidiaries
versus the Universal Bank
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Countrywide Financial Changing Business
Model
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