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This week, large U.S. banks release their Y-15 reports for the second quarter, CONTRIBUTORS

which will contain the inputs needed to derive second quarter G-SIB scores.
Zoltan Pozsar

In this issue of Global Money Dispatch, we review how much the first quarter 919 538 3779
scores changed relative to the scores from the fourth quarter of 2019, and zoltan.pozsar@credit-suisse.com
we'll try to anticipate where the second quarter scores will come in given
regulatory changes and market trends since the start of the Covid-19 pandemic.

Regarding the first quarter scores, J.P. Morgan's score rose by 100 points —
the biggest increase among all U.S. G-SIBs — which pushed it into the 4%
capital surcharge bucket, up from the 3.5% bucket. J.P. Morgan's score is
close to 200 points higher than the score of Citigroup — the bank with the next
highest score — and it is 2b points away from the next higher surcharge bucket.

Other banks staged only marginal increases in their scores, and two banks,
Morgan Stanley and Wells Fargo saw their scores fall. The increase in the scores
of Citigroup, Goldman Sachs and Bank of America pushed these banks into a
higher surcharge bucket as well, but they were on the cusp of a higher bucket
at the end of last year, so their crossover into a higher bucket this year wasn't
really unexpected. J.P. Morgan thus stands out as the bank whose score has
been most impacted by market developments during the first quarter of 2020.

Regarding the likely path of the second quarter scores, three developments are
worth noting. First, the April 15t 2020 exemption of reserves and Treasuries
from the calculation of the SLR will reduce “total leverage exposure” used to
calculate the size systemic risk scores. This exemption, plus inputs already
available from banks’ Y-9C reports on securities outstanding, level 3 assets,
and available-for-sale and trading securities that aren't HOLA point to a 20 point
decline in categories that make up about a half of J.P. Morgan’s G-SIB score.

Second, repo books and derivatives activity are down since the first quarter,
and that should also help scores fall some. Third, and in contrast to the first two,
FX swap books are up a lot since the first quarter, which has the potential to
mitigate or even offset the decline in scores coming from the above sources.

How these forces will shape J.P Morgan’s second quarter scores is uncertain,
but there is a chance that the expansion of FX swap books during the quarter
pushed its score into the 4.5% capital surcharge bucket. That would mean
much less FX swap intermediation at J.P. Morgan going into year-end and a
year-end turn much worse than what’s currently being priced by the market —
unless U.S. banks with lower G-SIB scores or foreign banks pick up the slack.

Important Information

THIS IS NOT RESEARCH. PLEASE REFER TO THE IMPORTANT DISCLOSURES AND CONTACT YOUR CREDIT
SUISSE REPRESENTATIVE FOR MORE DETAILS. This report represents the views of the Investment Strategy Department
of Credit Suisse and has not been prepared in accordance with the legal requirements designed to promote the independence
of investment research. It is not a product of the Credit Suisse Research Department and the view of the Investment Strategy
Department may differ materially from the views of the Credit Suisse Research Department and other divisions at Credit
Suisse, even if it references published research recommendations. Credit Suisse has a number of policies in place to promote
the independence of Credit Suisse’s Research Departments from Credit Suisse’s Investment Strategy-and other departments
and to manage conflicts of interest, including policies relating to dealing ahead of the dissemination of investment research.
These policies do not apply to the views of Investment Strategists contained in this report.


https://www.federalreserve.gov/newsevents/pressreleases/files/bcreg20200401a1.pdf
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[Quarterly]: G-SIB Scores of U.S. Financial Holding Companies (1)
G-SIB score [LHS] and corresponding capital surcharge buckets [RHS]
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[Quarterly]: G-SIB Scores of U.S. Financial Holding Companies (2)
G-SIB score [LHS] and corresponding capital surcharge buckets [RHS]
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[Daily]: The Stock Price of Bank “Heavy” U.S. G-SIBs
index, base = January 1, 2015
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[Daily]: The Stock Price of Dealer “Heavy” U.S. G-SIBs
index, base = January 1, 2015
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[Weekly]: Smaller Repo Books to Lower Wholesale Funding Scores

$ trillion

1.05
1.00
0.95
0.90
0.85
0.80
0.75
0.70

0.65
0.60
0.55
0.50
0.45
0.40
0.35
0.30

0.25
0.20

0.15
0.10

0.05

0.00

15 16 17 18 19 20
= 0/n matched books, $ tn [UST, RR|RP] ==<1M matched books, $ tn [UST, RR|RP] ===1M+ matched books, $ tn [UST, RR|RP]

Source: FRBNY, Credit Suisse

[Weekly]: Bigger FX Swap Books to Increase Cross-Jurisdictional Scores

$ billion, cumulative net purchases of Japanese government bills by foreigners since 2015’
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! Proxy for foreign non-banks’ lending of U.S. dollars via FX swaps versus the Japanese yen.
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[Quarterly]: The Exemption of Reserves and Treasuries from the SLR Will Lower Size Scores (1)
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$ trillion, numbers for J.P. Morgan Chase & Co.
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[Quarterly]: The Exemption of Reserves and Treasuries from the SLR Will Lower Size Scores (2)

$ trillion, numbers for Citigroup Inc.
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[Quarterly]: The Exemption of Reserves and Treasuries from the SLR Will Lower Size Scores (3)
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$ trillion, numbers for The Goldman Sachs Group, Inc.

1.60

1.50

1.40

1.30

1.20

110

1.00

0.90

0.80

0.70

0.60

0.50

0.40

0.30

0.20

0.10

0.00 +

15 16
= Size or "total exposures"” [Y-15]
- ==~ TAw/ SLR exemptions [reported]

17 18 19 20

Total leverage exposure [FFIEC 101] Total assets ("TA") [from Y-9C]

Total leverage exposure add-on

—— TA w/ SLR exemptions [reconstructed]

Source: Y-15, Y-9C, Credit Suisse

[Quarterly]: The Exemption of Reserves and Treasuries from the SLR Will Lower Size Scores (4)

$ trillion, numbers for Morgan Stanley
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[Quarterly]: The Exemption of Reserves and Treasuries from the SLR Will Lower Size Scores (5)
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$ trillion, numbers for Bank of America Corporation

3.25

3.00 -
=

275 ’\

2.50 <

2.25
2.00
175
1.50
1.25
1.00
0.75

0.50 —\

0.25

0.00 | + + + + +
15 16 17 18 19 20

= Size or "total exposures"” [Y-15]

Total leverage exposure [FFIEC 101] Total assets ("TA") [from Y-9C]

- ==~ TAw/ SLR exemptions [reported] —— TA w/ SLR exemptions [reconstructed]

Total leverage exposure add-on

Source: Y-15, Y-9C, Credit Suisse

[Daily]l: Change in the Size of Cross Jurisdictional “Matched Books” [proxy]?
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Source: Y-15, Credit Suisse

2 Proxy for changes in the size of matched FX swap books (blue bars) and banks’ positions either as
net lenders (green bars) or net borrowers (red bars) in the FX swap market. To repeat, this is a proxy.
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[Quarterly]: G-SIB Score Components (1)

scores for J.P. Morgan Chase & Co.
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[Quarterly]: G-SIB Score Components (2)

scores for Citigroup Inc.
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[Quarterly]: G-SIB Score Components (3)

scores for The Goldman Sachs Group, Inc.
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[Quarterly]: G-SIB Score Components (4)

scores for Morgan Stanley
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[Quarterly]: G-SIB Score Components (5)

scores for Bank of America Corporation
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[Quarterly]: G-SIB Score Components (6)

scores for Wells Fargo & Company
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[Quarterly]: Size Systemic Risk Scores
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[Quarterly]: Intra-Financial System Asset Scores
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[Quarterly]: Intra-Financial System Liabilities Scores
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[Quarterly]: Securities Outstanding Scores
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[Quarterly]l: OTC Derivatives Scores
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[Quarterly]: AFS and Trading Securities [non-HQLA] Scores
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[Quarterly]: Level 3 Assets Scores
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[Quarterly]: Short-Term Wholesale Funding Scores
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[Quarterly]: Cross-Jurisdictional Assets Scores
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[Quarterly]: Cross-Jurisdictional Liabilities Scores
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[Quarterly]: Cross-Jurisdictional Assets and Liabilities (1)
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$ billion, proxy for FX swap books
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[Quarterly]: Cross-Jurisdictional Assets and Liabilities (2)

$ billion, proxy for FX swap books
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Additional Important Information

This material has been prepared by the Investment Strategy Department personnel of Credit Suisse identified in this material as "Contributors"
and not by Credit Suisse's Research Department. The information contained in this document has been provided as general market
commentary only and does not constitute any form of personal advice, legal, tax or other regulated financial advice or service. It is intended
only to provide observations and views of the Investment Strategy Department, which may be different from, or inconsistent with, the
observations and views of Credit Suisse Research Department analysts, other Credit Suisse departments, or the proprietary positions of Credit
Suisse. Observations and views expressed herein may be changed by the Investment Strategy Department at any time without notice. Credit
Suisse accepts no liability for losses arising from the use or reliance on of this material. This material is not for distribution to retail clients and
is directed exclusively at Credit Suisse’s institutional clients.

FOR IMPORTANT DISCLOSURES on companies covered in Credit Suisse Global Markets Division research reports, please see
http://www.credit-suisse.com/researchdisclosures. To obtain a copy of the most recent Credit Suisse research on any company mentioned
please contact your sales representative or go to http://www.credit-suisse.com/researchandanalytics.

This material does not purport to contain all of the information that an interested party may desire and, in fact, provides only a limited view of a
particular market. It is not investment research, or a research recommendation for regulatory purposes, as it does not constitute substantive
research or analysis. This material is provided for informational purposes only and does not constitute an invitation or offer to subscribe for or
purchase any of the products or services mentioned.

The information provided is not intended to provide a sufficient basis on which to make an investment decision and is not a personal
recommendation or investment advice. While it has been obtained from or based upon sources believed by the trader or sales personnel to be
reliable, each of the trader or sales personnel and Credit Suisse does not represent or warrant its accuracy or completeness and is not
responsible for losses or damages arising from the use or reliance on of this material.

Where distribution of this material is subject to the rules of the U.S. Commodity Futures Trading Commission (“CFTC"), it is a “solicitation” of
derivatives business only as that term is used within CFTC Rule 1.71 and 23.605 promulgated under the U.S. Commodity Exchange Act (the
“CFTC Rules") where applicable, but is not a binding offer to buy/sell any financial instrument. The views of the author may differ from others
at Credit Suisse Group (including Credit Suisse Research).

Credit Suisse is acting solely as an arm’s length contractual counterparty and not as a financial adviser (or in any other advisory capacity
including tax, legal, accounting or otherwise) or in a fiduciary capacity. Any information provided does not constitute advice or a
recommendation to enter into or conclude any transaction. Before entering into any transaction, you should ensure that you fully understand
the potential risks and rewards and independently determine that it is appropriate for you given your objectives, experience, financial and
operational resources, and other relevant circumstances. You should consult with such advisers (including, without limitation, tax advisers, legal
advisers and accountants) as you deem necessary.

Credit Suisse Securities (Europe) Limited ("CSSEL") and Credit Suisse International ("CSI") are authorised by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority ("FCA") and the Prudential Regulation Authority under UK laws, which differ from
Australian Laws. CSSEL and CSI do not hold an Australian Financial Services Licence ("AFSL") and are exempt from the requirement to hold
an AFSL under the Corporations Act (Cth) 2001 ("Corporations Act") in respect of the financial services provided to Australian wholesale
clients (within the meaning of section 761G of the Corporations Act) (hereinafter referred to as “Financial Services”). This material is not for
distribution to retail clients and is directed exclusively at Credit Suisse's professional clients and eligible counterparties as defined by the FCA,
and wholesale clients as defined under section 761G of the Corporations Act. Credit Suisse (Hong Kong) Limited ("CSHK") is licensed and
regulated by the Securities and Futures Commission of Hong Kong under the laws of Hong Kong, which differ from Australian laws. CSHKL
does not hold an AFSL and is exempt from the requirement to hold an AFSL under the Corporations Act in respect of providing Financial
Services. Credit Suisse Equities (Australia) Limited (ABN 35 068 232 708) ("CSEAL") is an AFSL holder in Australia (AFSL 237237). In
Australia, this material may only be distributed to Wholesale investors as defined in the Corporations Act. CSEAL is not an authorised deposit
taking institution and products described herein do not represent deposits or other liabilities of Credit Suisse AG, Sydney Branch. Credit
Suisse AG, Sydney Branch does not guarantee any particular rate of return on, or the performance of any products described.

If this material is issued and distributed in the U.S., it is by Credit Suisse Securities (USA) LLC (“CSSU"), a member of NYSE, FINRA, SIPC
and the NFA, and CSSU accepts responsibility for its contents. Clients should contact sales coverage and execute transactions through a
Credit Suisse subsidiary or affiliate in their home jurisdiction unless governing law permits otherwise. Investment banking services in the United
States are provided by Credit Suisse Securities (USA) LLC, an affiliate of Credit Suisse Group. CSSU is regulated by the United States
Securities and Exchange Commission under United States laws, which differ from Australian laws. CSSU does not hold an AFSL and is
exempt from the requirement to hold an AFSL under the Corporations Act in respect of providing Financial Services. Credit Suisse Asset
Management LLC (CSAM) is authorised by the Securities and Exchange Commission under US laws, which differ from Australian laws.
CSAM does not hold an AFSL and is exempt from the requirement to hold an AFSL under the Corporations Act in respect of providing
Financial Services.

This report may not be reproduced either in whole or in part, without the written permission of Credit Suisse. All trademarks, service marks and
logos used in this document are trademarks or service marks or registered trademarks or service marks of Credit Suisse or its information
providers. All material presented in this document, unless specifically indicated otherwise, is under copyright to Credit Suisse or its information
providers. Copyright © 2020 Credit Suisse Group AG and/or its affiliates. All rights reserved.
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