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 Total Loss-Absorbing Capacity (TLAC) 
Alert:  FSB Proposals As Expected: 0-3% Hit To Bank Earnings 
 
TLAC Calibration – The FSB has today announced calibration proposals for TLAC 
for globally systemically important banks (G-SIBs). The consultation document 
outlines a minimum TLAC requirement of 16-20% of RWAs and at least 2x Basel 
leverage requirement, set as a pillar 1 requirement. These proposals are consistent 
with expectations – see ‘TLAC – A Global View’ (10 Oct). The final calibration will 
take into accounts the results of the consultation, with responses due 2 Feb 2015, 
and the QIS and market survey, which is expected to be carried out in early-2015. 

What Does This Mean? – A G-SIB with a 1% surcharge would need to maintain an 
overall TLAC of at least 19.5-23.5% of RWAs. A G-SIB with a 2.5% surcharge would 
need to maintain an overall TLAC of at least 21-25% of RWAs. In addition, all G-
SIBs would be required to hold at least 6% of the leverage ratio denominator. 
Countercyclical buffers and pillar 2 requirements may possibly be added on top. 

Eligible Instruments – The FSB term sheet outlines eligible Tier 1, Tier 2 and 
HoldCo Senior debt (with minimum maturity >1 year). OpCo Senior debt will only be 
eligible up to 2.5% of RWAs. Secured debt, insured deposits and any instruments 
which are preferred to normal senior unsecured creditors are not eligible. 

Conformance – G-SIBs would be required to satisfy these TLAC requirements by 1 
January 2019, at the earliest, although TLAC positions will be disclosed and 
monitored from an earlier date. If a TLAC requirement is breached automatic 
restrictions will apply for the duration of the breach, to include potential restrictions 
on payment of AT1 coupons, dividends and variable remuneration. 

Most & Least Impacted – We estimate that the European G-SIBs which would be 
required to issue the most amount of new debt include BNP, Santander, SocGen, 
Deutsche, BBVA and Unicredit. Least impacted are Swiss and UK banks, which 
would benefit from existing HoldCo structures, from which they can issue senior. 

Estimated Cost – Based on the average cost of existing AT1, T2 and senior debt 
instruments, we estimate that new required issuance to satisfy these proposed 
TLAC requirements could cost the European banks between c0-3% of 2016E 
profits. In reality banks may hold a management buffer above and beyond the 
minimum TLAC requirement in order to ensure that this is never breached, however 
the cost would still be manageable in our view and could be absorbed into the P&L. 
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movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to 
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made 
only after evaluating the stock's expected performance and risk. 
NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global 
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member 
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 
Citigroup Global Markets Ltd Andrew Coombs; Kinner Lakhani; Ronit Ghose; Francesco Di Giambattista; Azzurra Guelfi; 

Nicholas Herman; Stefan Nedialkov; Simon Nellis; Yafei Tian 
Citigroup Global Markets India Private Limited Rahul Bajaj; Amandeep Singh 

OTHER DISCLOSURES 
For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities 
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal 
basis. 
Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other 
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal 
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and 
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
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reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
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movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net 
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for 
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
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