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Leverage Ratio 

                                                                                                                                                                                                                                                                                                                                  

Introduction of general leverage ratio 
•  Max. leverage = 33.3x Tier 1 capital 
•  Final calibration in 2017 for implementation 

in 2018 
•  Disclosure to start in 2015 
•  Not risk based 
•  On and off balance sheet positions 
•  Broadly in line with IFRS accounting with 

add back for certain off balance sheet 
exposures 

•  Harmonised internationally across 
accounting standards 

•  Derivative exposures can be netted 

Regulatory Revolution and New Normal in the Banking World 

Liquidity Capital 
More and better capital 
•  Minimum common equity of 3.5% which will 

increase to 4.5% by 2019 
•  Capital conservation buffer of 2.5% by 

2019 
•  Deductions from CET1 phased-in from 

2014 to 2019 
•  Minimum total capital ratio of 8.0% 

 
Higher RWA 
•  Charge for mark-to-market losses 
•  Account for bank correlation risk (+30% 

RWA) 
•  Higher charge on trading books  
•  Increase counterparty risk charge 

Liquidity Coverage Ratio (LCR) 
•  Buffer to be held against short term 

liquidity shortages (30 days) 
•  Planned implementation in 2015 of 60% 

LCR, gradually increasing to 100% by 
2018 

 
Net Stable Funding Ratio (NSFR) 
•  Promote longer horizon resilience 
•  Observation period begins in 2012 
•  Minimum standard to be introduced in 

2018 
 
Disclosure to start in 2014 
 

"  Capital Rules restrict lending capacity and put pressures on returns 
"  Liquidity Rules determine a shortage of eligible liquid assets 
"  Leverage requirements make certain assets less desirable on a bank’s 

balance sheet 
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Impact of New Regulatory Requirements for Global Banking 
Basel III 

(CRD IV, CRR) 

Capital  

Liquidity 
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Other 
regulation CT1 capital shortfall 

Funding gap long term (NSFR) 
Unencumbered Liquid Assets (LCR) 
B/S Structure 
RoE 
Collateral** 

Estimated impact of increased  
Requirements* 

€ 474bn 
€ 2.8trn 
€ 1.8trn 
Deleverage 
– 2/3% 
4.5-5.5trn 

Where Banks 
stand today  

Banks have increased 
their capital by retained 
earnings, new issues and 
balance sheet downsizing 

Most banks are long 
liquidity and deposits 
helped by ECB and 

depositors 
Low new Loans 

generation especially in 
the peripheral due to low 
demand and profitability 

ECB looking to support 
SMEs but focus on cheap 

finance rather than 
incentives to invest 

Banks sale of assets is 
stagnating due to low 
loss absorbing capacity 

EMIR / Dodd Frank 

 *Sources: McKinsey Working paper on Risk, No 41 “Between deluge and drought Mar 2013; Morgan Stanley & Oliver Wyman “Wholesale & Investment Banking Outlook” Apr 2013; BCG Risk Report “An Inflection Point in Global Banking” Dec 2012 
** OTC reform incl. CCP, etc. 

MIFIR   

Financial Transaction 
Tax 

Ring Fencing 

Resolution Plan 

IFRS 9 
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The New Normal 

Source: Commerzbank – Corporates & Markets 

No longer  
Equity investors 

Deleveraging 
Higher cost 
of Capital 

Banks 

Higher cost 
of Funding 

Environment 

Lower 
returns 

Active 

balance 

sheet 

manage- 

ment 

Higher  
cost 

of risk 
manage- 

ment 

De-Globalsation 
 of Banking 

Nationalisation  
of Lending 

Long 
low 

growth 
cycle 

Low yields 

New 
Investor 

types 

Reduced holding corporate  Bonds 

Increased 
use of 
Capital 
Markets  
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How are Banks responding? 

"  Banks are changing business models & looking for alternative balance sheets  

Bank 
Origination 

Bank 
Balance 

Sheet 
Distribution 

Maximise 
Origination 

Increase 
Distribution 

Reduced 
Balance Sheet  

Assets Liabilities 

Repo / 
Equity  

Lending 

Money Market 

Customer 
Deposits 

Equity 

Capital 
Market 

Revers Repo  
Equity Borrow 

Equity, Fin‘s 
Corp. Bonds 

Short term  
Loans 

 
Long term  

Loans 

Liquid Assets 

Derivatives 
receivables Derivatives 

payables 

ê long term loans 

ê equity & corporate                   
bonds investments 

    equity capital 

    capital markets 
refinancing 

    customer deposits 
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The New Focus of Banks in Financial Intermediation: Advisory, 
Structuring, Origination & Distribution 
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Corporates 

Investors 

Banks 

Mini 
Bonds 

SME  
loan 
baskets 

SME 
securitisations 

SME 
Covered 
Bonds 

Project 
Bonds 

New Partnership Models 
with Investors: i.e. ABI 
Fondo di Valorizzazione 
per Imprese, Loan Funds 
(Commerzbank – AXA), 
SME Mini Bond Fund  
(Finanziaria Int. – MPS) 

Network 
agreements 
between Italian 
SMEs for R&D, 
Production Chain 
etc. (Contratti in 
Rete) 

SME 
Cooperatives 
for Treasury 
Operations 

Support from  
EIB, EIF and 
Development 
Banks 

Clarify regulatory 
uncertainty regarding 
treatment of various  
asset classes 
(securitisation, loan  
funds, risk transfer, etc.) 

Support export 
by LCR and 
ECB Repo 
eligibility of 
export credit 
guarantees 

European 
export 
credit 
agency 

Risk Transfer  
 
 
Securitisation 

PE  
investment 
platforms 

Deposit taking 
& bank 
licence (i.e. 
BMW, VW, 
Tesco) 

Schuld- 
schein 
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Transaction Examples for Banks 

Risk / Rating Ø  AAA to A 

Tenor Ø  3 – 5 years 

Overview Ø  Support to SME 

Ø  Efficient refinancing instrument for SME banks 

Ø  Dual-recourse to the Bank and a pool of SME 
loans 

Ø  Committed minimum OC  

Assets Ø  Corporate loans from the banks core business 

Ø  Eligibility standards to meet the rating 
agencies requirements 

Ø  Other assets may be considered  

Investors Ø  Diverse investor base seeking high grade 
paper with enhanced yield 

Ø  ECB eligible, included in key indices 

Return Ø  + 40 to +100 bps 

Examples: Ø  Commerzbank SME Structured Covered Bond 

Ø  Potential in Italy, Holland, Spain 

High Grade SME  
Structured Covered Bonds 

High Yield 
Mezzanine on Europe Portfolios 

Risk / Rating Ø  Mezzanine or Equity Risk – No rating required 

Tenor Ø   Depends on asset and jurisdiction 

Overview Ø  Sell mezzanine Risk funded or unfunded 

Ø  Reduce RWA improving capital ratios 

Ø  Assets could be granular or non-granular 
depending on allowable name disclosure 

Ø  Portfolios can be existing but also can be 
participations in new originations 

Assets Ø  Lease 

Ø  Mortgage 

Ø  SME 

Ø  Infrastructure 

Investors Ø  Bespoke – 1 to 8 investor 

Return Ø  10% to 15% but currently under pressure to 
tighten given high demand 

Examples: Ø  Synthetic securitisation of non-granular 
infrastructure assets 

Ø  Whole loan sale of new mortgages or leases 
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Conclusion 

"  Banks are less balance sheet intensive and focus more on Client oriented 
Advisory, Structuring, Origination and Distribution 

"  Investment Banks can help Corporates and Banks to develop alternative 
Financing and Capital raising channels accessing new Investors 

"  Corporates need to adapt quickly to the new Bank Intermediation model 

"  Banks will sell assets in various forms: an opportunity for Investors 

"  A virtuous circle should be created leveraging Italy's key strengths: the SME 
system and high private savings 

"  All of this needs new Channels, Platforms and Products, the development of 
which is hindered by Regulatory uncertainty and limited transparency for 
International Investors  

"  To overcome this obstacles an exceptional cooperation effort is needed 
between Corporates, Banks, Investors, Regulators, Associations and Public 
Authorities 
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Disclaimer 

This document has been created and published by the Corporates & Markets division of Commerzbank AG, Frankfurt / Main or the group companies mentioned in the document 
(“Commerzbank”). Commerzbank Corporates & Markets is the investment banking division of Commerzbank, integrating research, debt, equities, interest rates and foreign exchange. 

This is a financial promotion / marketing communication (together ‘communication’). It is not ‘investment research’ or ‘financial analysis’ as these terms are defined in applicable regulations and 
has not been prepared by a research analyst. The views in this communication may differ from the published views of Commerzbank Corporates & Markets Research Department and the 
communication has been prepared separately of such department. 
This communication may contain short-term trading ideas. Any returns or future expectations referred to are not intended to forecast or predict future events. Any prices provided herein (other 
than those that are identified as being historical) are indicative only, and do not represent firm quotes as to either size or price. 

This communication is for information purposes only. The information contained herein does not constitute the provision of investment advice. It is not intended to be nor should it be construed 
as an offer or solicitation to acquire, or dispose of, any of the financial instruments and / or securities mentioned in this communication and will not form the basis or a part of any contract. 

Any information in this communication is based on data obtained from sources believed by Commerzbank to be reliable, but no representations, guarantees or warranties are made by 
Commerzbank with regard to the accuracy, completeness or suitability of the data. 

The past performance of financial instruments is not indicative of future results. No assurance can be given that any financial instrument or issuer described herein would yield favourable 
investment results. 

This communication is intended solely for distribution to professional customers and / or eligible counterparties of Commerzbank. It is not intended to be distributed to retail clients or potential 
retail clients. Neither Commerzbank nor any of its respective directors, officers or employees accepts any responsibility or liability whatsoever for any expense, loss or damages arising out of or 
in any way connected with the use of all or any part of this communication. Commerzbank and / or its principals or employees may have a long or short position or may transact in financial 
instrument(s) and / or securities referred to herein or may trade in such financial instruments with other customers on a principal basis. The information may have been discussed between 
various Commerzbank personnel and such personnel may have already acted on the basis of this information (including trading for Commerzbank’s own account or communication of the 
information to other customers of Commerzbank). Commerzbank may act as a market maker in the financial instruments or companies discussed herein and may also perform or seek to 
perform investment banking services for those companies. 
No part of this communication may be reproduced, distributed or transmitted in any manner without prior written permission of Commerzbank. This communication or the manner of its 
distribution may be restricted by law or regulation in certain countries. Persons into whose possession this document may come are required to inform themselves about, and to observe any 
such restriction. 
By accepting this communication, a recipient hereof agrees to be bound by the foregoing limitations.  

This communication is issued by Commerzbank. Commerzbank AG, London Branch is authorised by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin) and subject to limited regulation 
by the Financial Services Authority. Details on the extent of our regulation by the Financial Services Authority are available from us on request. 

Italy: You should contact Commerzbank AG, London Branch if you wish to use our services to effect a transaction in any of the financial or other instruments mentioned in this communication. 
US: Commerz Markets LLC (”Commerz Markets”): This document has been approved for distribution in the US under applicable US law by Commerz Markets, a wholly owned subsidiary of 
Commerzbank and a US registered broker-dealer. Any transaction by US persons must be effected with Commerz Markets. 
Under applicable US law: information regarding clients of Commerz Markets may be distributed to other companies within the Commerzbank group. This document has been approved for 
distribution in the US under applicable US law by Commerz Markets LLC (”Commerz Markets”), a wholly owned subsidiary of Commerzbank AG and a US registered brokerdealer. Any 
securities transaction by US persons must be effected with Commerz Markets. Under applicable US law: information regarding clients of Commerz Markets may be distributed to other 
companies within the Commerzbank group. This report is intended for distribution in the United States solely to ‘institutional investors’ and ‘major U.S. institutional investors,’ as defined in Rule 
15a-6 under the Securities Exchange Act of 1934. Commerz Markets is a member of FINRA and SIPC. 


