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3 Resolution plans for 5 US G-SIBs are not credible

Deficiencies must be resolved before 1 October 2016

The Federal Reserve (FED) and the Federal Deposit Institution Corporation (FDIC) have provided
feedback on the 2015 resolution plans for eight US G-SIBs. They find that the resolution plans for five of
them are not credible or would not facilitate an orderly resolution under the U.S. Bankruptcy Code, the
statutory standard established in the Dodd-Frank Wall Street Reform and Consumer Protection Act.

Jointly both agencies have determined that the living wills of five entities (Bank of America, Bank of New
York Mellon, JPMorgan, State Street and Wells Fargo) are “non-credible”. They have until 1 October 2016 to
remedy and resubmit their respective plans. Regulators may impose higher capital, leverage and liquidity
requirements, and restrictions on business, culminating in the ultimate sanction of forced asset divestiture.

The two agencies reached a split verdict on the resolution plans of Goldman Sachs and Morgan Stanley.
The Fed, but not the FDIC, found Morgan Stanley’s plan to be “not credible”, while the agencies reached the
opposite judgement on Goldman Sachs’ resolution plan. Citigroup was the only bank whose plan passed the
scrutiny of both regulators, as they identified some shortcomings but no deficiencies. These three banks
have to provide a status report by October 1, 2016 on their actions to address the specified shortcomings
and a public section explaining, at a high level, their action plans to address those issues.

Assuming their October re-filings are judged credible, the next living will submission deadline is 1 July 2017
for all US G-SIBs.

Additionally, the agencies are continuing to assess the resolution plans of four non-US banks: Barclays PLC,
Credit Suisse Group AG, Deutsche Bank AG and UBS Group AG. They did not provide any indication
regarding when they will submit feedback.

Finally, the agencies are improving transparency by publishing Resolution Plan Assessment Framework and
Firm Determinations (2016), which explains the resolution planning requirement, and provides further
information on the determinations and the agencies' processes for reviewing the plans and the new guidance
for the July 2017 submission of all firms. Furthermore, the Federal Reserve Board is releasing the feedback
letters issued to each firm. As shown in chart 1, each letter details the deficiencies and shortcomings of each
firm's plan, as well as the specific remediation required of each firm.

Figure 3.1
Deficiencies and shortcoming of each G-SIB
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Source: BBVA Research based on Feedback letters on the US G-SIBs resolution plan
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DISCLAIMER

This document has been prepared by BBVA Research Department. It is provided for information purposes only and
expresses data, opinions or estimations regarding the date of issue of the report prepared by BBVA or obtained from or
based on sources we consider to be reliable and have not been independently verified by BBVA. Therefore. BBVA offers
no warranty, either express or implicit, regarding its accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and
should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no
guarantee of future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.
BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.
This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any
interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract,
commitment or decision of any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be
aware that under no circumstances should they base their investment decisions in the information contained in this
document. Those persons or entities offering investment products to these potential investors are legally required to
provide the information needed for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation,
distribution, public communication, making available, extraction, reuse, forwarding or use of any nature by any means or
process, except in cases where it is legally permitted or expressly authorised by BBVA.
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