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Abstract

This paper discusses about the origin of modern financial supervision formulated
by Basel Committee on Banking Supervision, which introduces the tightening of the
supervision system due to the financial environment in different periods. And then the
paper introduces Total Loss Absorbing Capacity (TLAC), which was for all 30 Global
Systematically Important Banks (G-SIBs) , See Table 1), developed by the Financial
Stability Board (FSB) at the end of 2015. This new pillar mentioned the new capital
adequacy requirements and the guiding principles of capital structure.

And base on the final version of TLAC rules (8 G-SIBs in North America need to
follow) released by Fed in December 2016, we calculate the TLAC requirements and

eligible long term debt requirements for 5 representative banks as example.

Keywords: Capital structure; Financial Regulation; Basel Capital Accord; Total
Loss Absorbing Capacity
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(Credit Valuation Adjustment, CVA)FL 4 o T 4L(7 )fi’g;fi.%jia‘—i ER Y I S RS
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iz # 1 £ (Credit Spread)# # T #

,_uﬁjﬁg‘);gg' I A P'}l’&ﬂﬁ)o

7 P i A i
SRR S SRR T N AL AR Y < L ﬂ%éﬂgjwa
23 EL AN | mp iR BETIREE o RiESIR b
s LA b PP h@p &
2. FlidH 2 b Edea i 3R
3. FlR4r A B2 IR
4, 5 TH MR E A H B ER T
5. k%2 7 BRI
6. i in iz E 3R
CERE TR BEREERAELEBT S ORELEE 1T T
%2 7|HE S 5 BT RE AN TR LRE S iR ST
L ERE R PHAE WEALEFERAL(E NG P
BUURIE AE PG E E HE)

BAf g e

Leverage Ratio =

2013 & 7 "

AR

GrR it e P4 i

PR o Basel HI 2o o 4o™ #7on:

Tier 1 Capital (defined by Basel III)

30
Total Exposure (in of f balance sheet) — %

v Fed 2% > 3 ®2 8 pATk AP ER AT RN T 2/ & I

» 6% BEFRREFE TR E 5% -

L#e - F & B F vt 5 (Leverage Coverage Ratio, LCR) 1 2
% & T F vt ] (Net Stable Funding Ratio, NSFR) » /i #14 5° & | & v+ F & R4

¥ ehg R

=

2

=N
EOF Ak

AR e 1 L ER

R ERT (R REFREITED H) N2 KR &Y

®F A o AT 30 2 b R IR £

£ R LT R A T A K

=)
(B4
Wd\
I
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https://zh.wikipedia.org/wiki/%E5%90%8C%E4%B8%9A%E6%8B%86%E5%80%9F
https://zh.wikipedia.org/wiki/%E8%82%A1%E7%A5%A8

- R a fle Ul - ER T LR S Fa - HeN U - 28

Liquidity Coverage Ratio

B High Quality Liquid Assets
" Total Net Liquidity outflows over 30 days

> 100%

x %iﬁﬁ? TN el WA <L) BV R S

Net Stable Funding Ratio

_ Avaliable amount of stable funding
" Required amount of stable funding

=>100%

W 5 A& 172 5 B & % (Organization for Economic Co-operation and

Development, OECD) 4= 3 > 7 *5 Basel Il #-44>++& } ‘G742 4 -0.05% % -0.15%

..ﬁ_/r

> %

PR T BRFLE RN NRAH I RT S AR PR B AL

PR PSR R R AL B RAAT RTINS TR S A H 153 50

BRBNL L o R E AN ERAE T RR R T BB ET N E L TP

MR LI %t n g 3 ko
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https://zh.wikipedia.org/wiki/%E5%9C%8B%E5%82%B5
https://zh.wikipedia.org/w/index.php?title=%E5%85%AC%E5%8F%B8%E5%82%B5%E5%88%B8&action=edit&redlink=1
https://zh.wikipedia.org/wiki/%E7%BB%8F%E6%B5%8E%E5%90%88%E4%BD%9C%E4%B8%8E%E5%8F%91%E5%B1%95%E7%BB%84%E7%BB%87

Frd - §4TLACRPZ #r ik

GchrE i Eig 1 Basel 12315 » £ B ¢ t5 53 2014 ~ 2015 & e 4 3 )
Fooba 4o A5 TE D Bk R ATH AL A Sojtit 4 (" TLAC -
W42 30 G-SIBs) o A~ F 235 = F Eﬁlﬁﬁﬁﬁ B~ tg & A # - JP Morgan 7+

PE - FEBEE P M ORE~2ZE S FEL RS G20 H#3 4 3
# it §](Too Big to Fall)F* 422 £ 4R » 2015 & & mefE <4 | ¢ (Financial Stability
Board, FSB)w G20 # ' TLAC 3L 2 > % # & x>t 2015 & 11 * #&-TLAC 3 »

E’I“’-wf;’ THF 2019 #F % % - FEE 02022 FF % % Z FREC o

i3 Basel Il FAF 42 R3] > Tier 1 Capital * £ 5 #5947+
(going-concern capital) Tier 2 Capital ~ £ % & 1+ 54 F 4 (gone-concern capital) ©
BAGY TR O ERBELABAT o P R LT A LY T A
WHTER S ERBERErBLARE > BLESY T AR LG HFIRFE I
TLAC ¢ Tier 2 Capital I % 1+ 5% T4 > e TLAC &g * >t GSIBs> p ehfe
GSIBs B pF > # #7# 7]2. TLAC T A ¥ % 30 & & 4 ik > £ Mk
Fde ® il F A3Ees GSIBs 2% c TLAC 2 F A3 ik~ 2L %

NN RS TEL L E SRS ) T30 S

FSB »+ 2013 & 7 " 2 f € & midtE R § 2oL {v
& | (Recovery and Resolution Planning for SIFIs-Guidance on Developing 25
Effective Resolution Strategies)® - T HEBERE R L Kwke 2 He
*7 » ;2 (Single Point of Entry » SPE)% % gL*r » ;2 (Multiple Point of Entry - MPE)

A 7T R SPE 2 MPE ff 44T
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Hagbr »j2 £dpd B - g M &4 G-SIBs # 2 @ A i 2 PR T R
FERKG - EFWEMET ELf § GSIBs 23 FBhsmEZHM - G-SIBs

FES e 2 RERPMAIR LS BAIL S 2T o A SPE &

>
=i
o
bt
v
>
=i
—~
=
U

P 2P T R it 0 2 a4 R
PFERFTAFAIF 2P S APR(HAT 27) R F 27 Ty %o

SPE chAJ® 04 fhd F piBend &7 Ay LenfinT o #gp L B2 2 7

s

Sofco B FER SRS HEORGEM L oA 2P T $3 27
BRI N S H P GE(TRINER) ) RS 2P FE Y

RS PNAECIE RS R RS R

S Ml Adnd - B(F) ) T M 44 GSIBs BB 7 s
BT B I g BT I {0 3 ¥ B-G-SIBsdr A & 7 ey E B
RAFo23te R RHE-RRB S FERF2RESE o d 23 FRRDE
PEZBMY IRl S A R ROBRERELE
PR FIAESL I L iR B R Yk S & B AR o SPE ¥ MPE cif AR
% G-SIBs tiyfkinm %> 4 B Een? 27§ BB fcifd a4 po S8 F
Ginblt  RGEILE LB BY AR 2P EE SPE RAGE 5 F

R BFEPM MR FERL PP DGR R RS EBRP s
FRGAAP Y MPERRG £i-8 % 5 BB 4P~ SPE 2 (v >
E R ERAREHLE D S SPESMPE 28 & iFam g

Pl RRREEK o FI o B G-SIBs & TR o v ied B A

E A T4 U SPE S X5 A o
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TLAC 2 #2847 1“1 77

BEKEIRE

12 EEUBIRRR

LIPS
R U HE

|
I
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
!
|
|
|
|
|
I
|

@2 Fed *» 2015 & 10 " 30 p 2% TLAC ¥ 4%p 3 ficfsmy

o I % 2016 & 12 * 15 p

RFC R ERES NIV ES A

BPRETELIAE2WALE2 X *H %5 EFRAEPN 2 AR GSIBs & %
RBP4 4842 B G-SIBs: 324 » £/ TLAC 4 & & G-SIBs i§

* 2

TLAC 2 4R 5 gk e

D

TEPMF

£WE P 2 ~F G-SIBs

Z_

S

1LTLAC F & {

B3 GSIBs %
& AL 6%

BT A F LA 18% 0 SAFIR 0 F b 9.5%

b ¥ $& 7 A (Surcharge Capital) ¢+ » 3 7 £ 8 & X4 L F A

1LTLAC F & {
FRBNE AL R
G-SIBs 2. %R} GSIBs

2V F AL 7%

BEefERA S

T ®

% 16% 0 5%,

FE 5

% T 6%

7f *t # 4% F * (Surcharge Capital) ¢t » 3 7 £ 8 & ¥4 L F &
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TLAC & &
=Max{18%RWAs+Method 1°G-SIBs Buffer+2.5% Countercyclical capital buffer,

7.5% of SLR leverage exposure + a buffer of 2%)}

EAWEREFRL
=Max{ 6% of RWAs + G-SIB Method 2° G-SIB buffer), 4.5% of SLR leverage

exposure}

PRI NN APT UFE AEHY PE2 T A 872 TLAC & R @4
(o )iz B R ARG T) e KR 2T g AR {2 TLAC & &
PR 887 BE 4 HXETELE et 181 uE ﬁiﬁfwﬁ-iﬁi@“ﬁ*
oy 118 RELF# -5 LA FRAFT 7 TLAC# Y 254 4 - &

SRPET ARB LT EREH § TLACH# T 37 % 4 -

BREAPTUAIL3 AL RPT O AKEREAY L FE R 6 A RE
Weh- A BN | 656 RE L2 ERFFEH LI R &
A8 RELL EREAD LGRS FLENE NI B8R L2 LA
HPpGEEe e ve R Er il g 1T RELZEREADIGFEY > AR

PARFET AR LB 0 U8B REAPERE D FET o

B4 B4 40 Bk TLAC# v 22 &4 f if 4 ¢ 2 TLAC Bond it 5 2 #
g0 e FR S L TR K R 4E S b 100bps 0 AP F i F] & 72 2022

2 F“ P £ ) IS & Jﬁ?— ﬁ 'FI (TLAC Bond)’—?f’?("\»"ﬁ,—) 7 BB AFehim L @%q ;{ Bl ‘fl ,

® Method 1 G-SIBs Buffer 443+ & 545 £ = e it 4
® Method 2 G-SIBs Buffer £ 413+ 5 5 i< & £2 £ £ < 8 § #
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4 585 MEAhTH BT EHER > ¢ 132 % £ sk o /1 2 TLAC Bond
At o LK 5 FHUETko H M8 RE e o B 3§ RAF 3 15T R

$EPHT o G RPT RS LATERAT o JE 266 F £ -
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¥IF - B

#Fﬁv/‘“’]x’%|¥$ﬁﬁn,-m%ﬁafﬁﬁ L1103 ;ﬁ%&;lfﬁﬁimiﬁi

% (TR 0 12 1088 & Basel | 2 pFz # B %~ 41 57 17 20 # 27 34 Fliow®

ru

TRERAIR -

FrUTLAC EHF B4 25wt REL AR AP AP RpET AREHR

ARG A #2022 & 0w E E F FE RATRA BT B

BEMTLACE T A RE LI ZFREOFEL G BT AL 587¢

B3P CETLW S gk GAfeh 28 f # & f200 4 Wi L LB AT » 7

:\\}

wEIT

BRg'e5 5877 S g ' igET AL SRFEY X F > Flut A FH

v T (TLAC Bond & 4¢/@4k ) 843+ i 5 #~ TLAC Bond % 72 % &3 &

o
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54 %
Total Loss-Absorbing Capacity, Long-Term Debt, and Clean Holding Company
Requirements for Systemically Important U.S. Bank Holding Companies and
Intermediate Holding Companies of Systemically Important Foreign Banking.

Federal Reserve System RIN7100-AE37

Total Loss-Absorbing Capacity Holdings Standard. Basel Committee on Banking

Supervision
New requirements for loss absorbing capacity: TLAC and MREL. BBVA Research

Bank recovery and resolution — the new TLAC and MREL minimum requirements.

Deutsche Bank Monthly Report July 2016-63.

Principles for Sound Liquidity Risk Management and Supervision. Basel Committee

on Banking Supervision

Basel II: International Convergence of Capital Measurement and Capital Standards: A
Revised Framework - Comprehensive Version. Basel Committee on Banking

Supervision

Basel 11I: A global regulatory framework for more resilient banks and banking

systems. Basel Committee on Banking Supervision
Basel IlI: International framework for liquidity risk measurement, standards and
monitoring. Basel Committee on Banking Supervision

Richard Ramsden. (2016). Banks: Final TLAC rules released, mostly unchanged
compared to proposal; certainbanks have shortfalls, Goldman Saches

Paul H. Kupiec. (2016). Will TLAC regulations fix the G-SIB too-big-to-fail

problem?, Journal of Financial Stability
22
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Scott Anenberg. (2016). Recent Development in Bank Regulation And Policy, Mayer

Brown LLP

Derek M. Bush. (2016). Significant Increase in Capital Requirements for U.S. GSIBs
Relief from Qualitative Stress Test Objections for Smaller Banking
Organizations Analysis of FRB Governor Tarullo Remarks and Accompanying

Rulemaking Proposal, Cleary Gottlieb Steen & Hamilton LLP, 2016

TLAC: Requirements for Loss Absorbing Capacity, Credit Agricole CIB DCM
Capital Solutions

Pia Huttl. (2016). Total Assets Versus Risk Weighted Assets: Does it Matter For
MREL, Bruegel Policy Contribution
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%21~ frpd B AL

I kB E R AFGRY £RE L | ¢ (Financial Stability Board, FSB) i
Ot FHPAREL > FEFVRAATL 5 gtk 3

LB P TR 56

P EIER L G (10%) - B P H IR 2 F it (10%)

2.4

-Basel Il % % ™ 2_ %% (20%)

3.1 ARSI L T AN A

AR AT A (6.67%) f G (6.67%)  #5 T & (6.67%)
482t

GEHFA (6.67%) - XA KL T AT HKH (6.67%) BE LA H ks
(6.67%)

5.4f e B
-%4ﬁﬁ§$ﬂéﬁﬁwﬁm®‘$5f?§ (6.67%) ~ 2 e p e

% pﬂ_ ﬂ (6 67%)

B Fe G E B4 B Fe KGR & ¥ SR
o SN P OR4LiT
AR W . R R
EQSERIS ¢ R R AL
£ 5 % EFE R E
A4 TEREE
B ] . = LR AL
i B “H F T 2 R
P 4T AT EE
ERT RaE o FLY S e
L L EE Tt BFYETY
e SRR ED R ok S & b B W
i+ ® BPCE 41/ & @) AL EREE
% H R BRI y LIS
P M 4L - WAL E
= FRR%EE PR .
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% 22022 &2 TLAC 3*# & £(2 1)

T%éﬂ\z‘%@ife‘Wfé 14537 BA A 4RI TLAC L AR K TR &

iR 2 f BEE(FA)EH TLAC B4 )

2022 & TLAC #*# & % S| RRRF | ARG | BRCRY | E8EH
BASEL Il %%~ 2 RWA=(A) |[1,194 1,327 1,483 370 1,498
18% * BASEL lll %%~ 2 RWA |214.9 |238.9 266.9 66.6 269.6
= 18%*(A)

FAGE + i# 1G-SIB i h=(B) | 450% | 4% 506 3.50% 4.50%
% tteia 3= (A)*(B) = (C) 537 |53.1 74.2 13 67.4
RWA & &= TLAC & & 268.7 | 291.9 341.1 79.6 337.1
= 18%*(A)+(C) = (D)

wR% =(E) 2,364 | 2,244 3,172 1,070 2,716
9.50% *q & (2% 5 i 7 2246 | 2132 301.3 101.7 258

= 9.5%*(E)

P2 TLAC & & 268.7 | 291.9 341.1 101.7 337.1
= Max{(D),(E)}= (F)

TLAC & £} RWA - =18%+(B) |22.50% | 22.00% | 23.00% | 21.50% 22.50%
Mty BEE TR TLAC | oA BRAF BRI | BRLREY | EREH
FAREE 5 - HF 4= (G) 152.8 | 148.7 184 58.6 164.3
FAREE S - FF AT 0128 |0.112 0.124 0.158 0.11
=(G)/(A)

Btk 4w =(H) 18 23.1 26.1 75 25.2
30 2 F) P >1 &= (1) 89 81.6 133 108.6 119.7
St 2 B p>L E= (J) 26 26.4 13 10.3 24
2P 2 AT ‘F =(K) |6 16.1 8.2 14.6 N/A
FrESg s et g Xy |51 6.3 11.4 9.3 N/A
+=(L)

P>l E2 B G 1159 | 117.8 142.9 124.2 143.7
=(N+@)+(K)-(L)=(M)

F3 TLAC & f2 (3 0) 24 181 | (25) 11.8 88.7 (3.7)

= (G)+(H)+(M)-(F)=(N)

Source : Bloomberg, FED, FSB,
Wells Fargo Investment Profile Q1, 2017, CITI Investment Profile Q1, 2017, JPM Investment Profile Q1, 2017, Bank of
America Investment Profile Q1, 2017, MS Investment Profile Q4, 2016

Goldman Sachs Investment Grade Banks report, Goldman Sachs Banks: Final TLAC rules released
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TEALAHTRYF2VEMEIAC AL ERBEE R FL P RE R F PR
B BES(FA)FE R ERRE L) FRRE )

A BEIFRTLAC | FRAF | BRAGE ) BERLRY] (£ 844

BASEL Il &7 22 RWA=(A") | 1,194 1,327 1,483 370 1,498
Rgs =(B) 2,364 2,244 3,172 1,070 2,716
PREMGEAER =2 HEAET | BRAE | BRLAY | E8EH
Fed G-SIB  fir =(C’) 3.00% | 2.00% 3.50% 3.00% 2.50%
6% * BASEL Il = & ™ 2 RWA+ | 107.46 | 106.16 140.885 33.3 127.33

Fed's G-SIB % fiF
={6%+(C*)}*(A")=(D")

4.5%* %R % = 4.5%*(B’)=(E’) 106.38 | 100.98 142.74 48.15 122.22
RWA & B ersging & AP~ < 5 | 107.46 | 106.16 142.74 48.15 127.33
B R R

=Max{(D’),(E")}=(F")

Ag e B p >l E=(G) 89 81.6 133 108.6 119.7
ZOUE 2 R op > E=(H) 26 26.4 13 10.3 24

2P B AT G X (D) 6 16.1 8.2 14.6 N/A
FEATEE R0 A AN | 6.2 8.4 13.3 12 N/A
¥ =(J’)

Rz R EREXDEF 105.8 | 111 130.9 113.7 130.1

=(G)+(H)+(1")-(3)=(K")

FHBL R R R (GAT) B |17 |48 (11.8) 65.6 2.8
=(K)-(F)=(L")

Source : Bloomberg, FED, FSB,
Wells Fargo Investment Profile Q1, 2017, CITI Investment Profile Q1, 2017, JPM Investment Profile Q1, 2017, Bank of
America Investment Profile Q1, 2017, MS Investment Profile Q4, 2016

Goldman Sachs Investment Grade Banks report, Goldman Sachs Banks: Final TLAC rules released
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% 4~2022 &2 sp 8 & # } § (TLAC Bond)4E#*

<M BREALE | BPRAE | BERRA | £83 4

44 TLAC & 2 (4T ) B 4

=(N) 181 | (25) 11.8 88.7 (3.7)
BB R R () P
=(L) 1.7) |48 (11.8) 65.6 2.8

B4 B f kT 280 TLAC
B R PR

=Min{(N), (L")}=(A") 17) | @5) (11.8) 65.6 (3.7)
RS N F: A A

b= > i3k & 100bp= (B”) (11.9) | (13.3) (14.8) (3.7) (15)

R R (k) E 4= (A”)+(B”) | (13.6) | (15.8) (26.7) 61.9 (18.7)

Source : Bloomberg, FED, FSB,
Wells Fargo Investment Profile Q1, 2017, CITI Investment Profile Q1, 2017, JPM Investment Profile Q1, 2017, Bank of
America Investment Profile Q1, 2017, MS Investment Profile Q4, 2016

Goldman Sachs Investment Grade Banks report, Goldman Sachs Banks: Final TLAC rules released
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