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Regulatory Capital Rule: Regulatory Capital Treatment for Investments in Certain
Unsecured Debt Instruments of Global Systemically Important U.S. Bank Holding
Companies, Certain Intermediate Holding Companies, and Global Systemically
Important Foreign Banking Organizations

Summary: The federal banking regulatory agencies (the agencies) have jointly issued a Notice of Proposed
Rulemaking, which would amend the capital rule to require advanced approaches banking organizations to deduct
from regulatory capital certain investments in certain unsecured debt instruments issued by Global Systemically
Important Banks (GSIBs) and certain of their subsidiaries for the purposes of meeting minimum Long Term Debt or
Total Loss Absorbing Capacity requirements (covered debt instruments).

Statement of Applicability: This Financial Institution Letter (FIL) is applicable only to institutions that are advanced
approaches banking organizations (i.e., with (1) $250 billion or more in consolidated total assets or (2) $10 billion or
more in foreign exposures).

Distribution: Highlights
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Suggested Routing: e Amend the ca_pital rule such that an investment in a
Chief Executive Officer covered debt instrument by an advanced approaches
Chief Financial Officer banking organization generally would be treated as if it
Chief Risk Officer were an investment in a tier 2 capital instrument, and

therefore, subject to the existing deduction approaches

Related Topics: under the capital rule.

Capital Adequacy of FDIC-Supervised Institutions,
12 CFR Part 324 (Regulatory Capital Rules)

e Require advanced approaches banking organizations to
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Certain Unsecured Debt Instruments of !n or reciprocal cro_ss-ho!dm_g of covered de_bt_
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Companies, Certain Intermediate Holding in the banking organization’s own covered debt
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Benedetto Bosco, Chief Capital Policy, at organizations to include investments in covered debt
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Analyst, at slorek@fdic.gov or (202) 898-7029; instituti P

David Riley, Senior Policy Analyst, at Institutions.

DRiley@fdic.gov or (202) 898-3728; or

requlatorycapital@fdic.qov or (202) 898-6888. e Provide for separate, five percent common equity tier 1
thresholds for advanced approaches banking

Note: o organizations that are GSIBs and advanced approaches

FDIC Financial Institution Letters (FILs) may be banking organizations that are not GSIBs. The aggregate

accessed from the FDIC's website at

www.fdic.gov/news/news/financial/index.html. amount of certain investments in covered debt

instruments that are below these thresholds would not be

To receive FILs electronically, please visit subject to deduction.
www.fdic.gov/about/subscriptions/fil.html.

Paper copies may be obtained through the FDIC's | ®  Provide th_at any cove_red debt instrur_nent held_ for 5 or

Public Information Center, 3501 Fairfax Drive, E- fewer business days in connection with bona fide

1002, Arlington, VA 22226 (1-877-275-3342 or underwriting activities would not be subject to deduction.

703-562-2200).

e The NPR will be published in the Federal Register with a
60-day comment period.
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