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2020 Stress Test: Play It Again,
Sam

Fed announced an unprecedented round 2 of stress tests for

2020. Initiates a second test for dividends based on earnings.
Suggests that over the next 2 years 4 US banks may have to
cut dividends if our provision estimates hold.

Reliving the Dream. 2020 has been a year of firsts. First 3 month lockdown in
New York City. First time unemployment breached 13% since the Great
Depression. First time a private company took people to space. First time in a
decade of stress tests that all the submitting banks will have to resubmit. As a
result, the good news on the stress capital buffer (SCB) that we got last night
looks like it will only be effective for a quarter or so. The Fed will be announcing
a new set of stress test scenarios soon. The banks will have 45 days to resubmit
their results. Hard to imagine the test is easier. More likely it is tougher to reflect
the current unemployment rate of 13.3%, higher than TH20Q's stress test with its
peak unemployment of 10%. Perhaps it will be modeled after the Fed's V shaped
recovery, which is 4% tougher for the industry. But beware the U or W which is
20% and 25% tougher than the stress test just announced yesterday.

Hands-On Fed. Expect Fed will continue to be very hands on until the economy
stabilizes. This enables them to have the information to quickly act if the
economic recovery shifts from V to U or W. The industry level results the Fed
published show the weighted average Common Equity Tier 1(CET1) at 12% in
4Q19. This drops to 10.3% in the severely adverse case that was just announced.
But when the Fed runs its Covid Scenarios, this aggregate capital ratio drops to
9.9% in the V shaped recovery, 8.2% in the U shaped recovery, and 7.7% in the W
shaped recovery. A hands-on Fed can pull the trigger on capital distributions
more rapidly if needed.

Dividend Curve Ball, Expect Dividend Cuts at WFC, COF, and RWA Cuts at GS.
We came into this test expecting that GS may need to cut RWAs to keep their
dividend if its SCB was raised enough. That happened. In order for GS to hit its
new regulatory required 13.7% CET1 ratio in 4Q20, they need to cut RWAs by 6%
over 2 quarters (2Q and 3Q20). That's a lot and may result in slower revenue
growth. But then the Fed threw us a curveball. Banks can pay a dividend in 3Q20
that is in-line with 2Q20 as long as it is not more than the average of the prior &
quarters of net income. On this new metric, based on our 2Q20 EPS estimates,
Wells and COF will need to cut their 3Q20 dividend to 36¢ and Oc, down from
51c and 40c. We already have Wells cutting their dividend to 30c in 4Q20, so this
is happening just a quarter earlier than we forecasted. Based on consensus
estimates, COF would only need to cut their dividend in half by 20c. Since the
Fed can roll this rule forward, we guess that bank dividends will need to meet

this criteria every quarter until the economy stabilizes. CECL found a way to
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creep into the stress test earlier than expected.

Midcap Banks: Five midcap banks (CFG, FITB, KEY, HBAN, and MTB) were
included in this year's DFAST results. We were pleased with the results of the
test, which indicate that all five of the midcap banks have sufficient CET1 capital
to continue paying their dividend given our estimate of each bank's stress capital
buffer (Exhibit 5). MTB and KEY stand out most positively both with 279
bps/$3.0 bil and $3.7 bil of excess CET1 capital, respectively, before they would
breach their estimated CET1 regulatory minimum of 7.0%, including an SCB of
2.5%. HBAN and FITB have capital buffers over their SCB of 255 bps/$2.3 bil and
235 bps/$3.6 bil, respectively. CFG stands out with the lowest buffer, of the
midcap banks, with 152 bps/$2.3 bil of excess CET1 before it would breach its
estimated CET1 regulatory minimum of 7.9%, which includes an SCB of 3.4%. We
do not believe any of the five midcap banks will need to cut their dividend given
the level of excess capital at these banks. However, versus expectations, Citizens
was the biggest positive surprise in this year's results relative to what we had
estimated its SCB to be using its 2018 DFAST results. We had previously
estimated its 2018 SCB was 4.0% given the ~350 bps of CET1drawdown in its
2018 DFAST results (excluding capital return and balance sheet growth),
however in its 2020 DFAST results, their CET1 drawdown was just 290 bps,
which resulted in an SCB of 3.4%. This provides CFG with an incremental 60 bps
of cushion before it would need to consider cutting its dividend. Additionally, the
Fed announced, for all banks, that it is capping the 3Q20 dividend at 2Q20 levels
and no greater than the average of the previous four quarters of net income. As
a result, we are removing any dividend hikes from FITB, KEY, MTB, and HBAN (we
had already assumed no hikes for CFG), keeping the dividend flat through 2Q21
versus 2Q20. Based on our 2Q20 net income estimates, which includes another
significant provision expense (70% the size of 1Q20 provision) and reserve build
of 15 bps at these five banks, we do not believe a dividend cut will be necessary.
We expect to get more clarity around each bank's SCB and capital plans after
market close on Monday June 29th.

European banks: DFAST in-line with expectations. ALl US IHCs and units of
European banks have passed the 2020 Dodd Frank Act Stress Test (DFAST). On
balance, the comfortable excess capital in the IHCs is a positive, signalling
resilience. This is particularly important in the current climate of temporary
dividend bans across Europe. In our view the results of this year's DFAST/CCAR
are unlikely to move the individual stock narrative.

UPDATE
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Exhibit 1: Expect WFC and COF to curtail the dividend to 36c (from 51c) and Oc
(from 40c) in 3Q20... on 2Q20 consensus estimates COF would only have to cut their
dividend in half to 20c

Last 4 gtrs avg 3Q20 Estimated Dividends asa%  Will Dividend
net income (3Q19:  3Q20 dividend Dividend Per of last 4 qrts Need to be Cut

2Q20e) ($M) estimate ($M) Share ($) average (Y/N) To What Level?

ALLY 130 Y4l 0.19 54% No NA
AXP 829 348 043 42% No NA
BAC 4,4% 1,562 0.18 35% No NA
BK 1,035 276 0.31 27%) No NA
Cc 2,957 1,062 0.51 36% No NA
CFG 246 167 0.39 68%) No NA
COF (151) 182 040 -121% Yes $ -

DFS 308 136 044 44% No NA
FITB 380 192 0.27 51% No NA
GS 1,446 447 125 31%] No NA
HBAN 201 153 0.15 76% No NA
JPM 5,549 2,744 0.90 49% No NA
KEY 313 181 0.19 58% No NA
MTB 386 141 1.10 37%] No NA
NTRS 343 147 0.70 43%) No NA
PNC 2,639 488 1.15 19% No NA
RF 232 154 0.16 66% No NA
STT 542 183 0.52 34%] No NA
TFC 1,548 607 045 39% No NA
usB 1,146 633 042 55%] No NA
WFC 1,492 2,09 0.51 141% Yes $ 0.36

Source: Federal Reserve, Company data, Morgan Stanley Research Estimates

Exhibit 2: V-Shaped, U-Shaped, and W-Shaped recoveries have a bigger capital hit
than the Fed’s 2020 Severely Adverse Scenario

Aggregate CET1 Ratio
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Adverse Recovery Recovery Recovery
Scenario

Source: Federal Reserve, Morgan Stanley Research
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Stress Capital Buffer (SCB)

Exhibit 3: Most banks have a lot of excess capital before they have to reassess the dividend... with
GS at most risk...and JPM next in line...

Stress Capital Buffer Estimates
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SCB above this level suggests a bank needs to assess whether it has enough capital to
continue paying its dividend
mmmm SCB Estimate, based on CCAR 2020 results

=== SCB Minimum - 2.5%

Note: CFG, FITB, HBAN, KEY, and MTB are midcap banks covered by Ken Zerbe
Source: Federal Reserve, Company data, Morgan Stanley Research Estimates

Exhibit 4: In order for GS to hit its new regulatory required 13.7% CET1 ratio in 4Q20, they need to
cut RWAs by 6% over 2 quarters (2Q and 3Q20). JPM looks tight

SCB Triggering Will SCB trigger SCB difference
Dividend Estimated SCB dividend review? from dividend

Review (CCAR 2020) (Y/N) threshold

ALLY 5.1% 3.4% No -1.7%
AXP 9.1% 2.5% No -6.6%
BAC 3.9% 2.5% No -1.4%
BK 5.7% 2.5% No -3.2%
Cc 3.9% 2.5% No -1.4%
CFG 4.9% 3.4% No -1.5%
COF 8.0% 5.6% No -2.4%
DFS 74% 3.6% No -3.8%
FITB 4.9% 2.5% No -2.4%
GS 5.8% 6.7% Yes 1.0%
HBAN 5.1% 2.5% No -2.6%
JPM 3.7% 3.3% No -0.4%
KEY 5.3% 2.5% No -2.8%
MTB 5.3% 2.5% No -2.8%
NTRS 7.6% 2.5% No -5.1%
PNC 6.4% 2.5% No -3.9%
RF 4.3% 3.0% No -1.3%
STT 6.2% 2.5% No -3.7%
TFC 5.0% 2.7% No -2.3%
usB 4.3% 2.5% No -1.8%
WFC 4.0% 2.5% No -1.5%

Source: Federal Reserve, Company data, Morgan Stanley Research Estimates
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UPDATE

Exhibit 5: ...and AXP the least likely to cut

SCB triggering dividend review minus SCB estimate
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Note: CFG, FITB, HBAN, KEY, and MTB are midcap banks covered by Ken Zerbe
Source: Federal Reserve, Company data, Morgan Stanley Research Estimates

Exhibit 6: Fed stress test impacts COF and GS the most, C and CFG improve the most from the
prior test... 62% of banks have SCB at minimum required 2.5%

Stress Capital Buffer (SCB) 2020 DFAST
8.0% e Prior DFAST
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Note: CFG, FITB, HBAN, KEY, and MTB are midcap banks covered by Ken Zerbe
Source: Federal Reserve, Company data, Morgan Stanley Research Estimates
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Exhibit 7: If the Fed ever eliminated the 2.5% minimum, the median bank would pick up another
~30bps of excess capital

Stress Capital Buffer (SCB)

Excluding 2.5% Minimum 2020 DFAST
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Note: CFG, FITB, HBAN, KEY, and MTB are midcap banks covered by Ken Zerbe
Source: Federal Reserve, Company data, Morgan Stanley Research Estimates
Exhibit 8: Stress Capital Buffer (SCB) estimates based on 2020 stress test results
] ] ] Calc'd SCB Reported
MSe Divi Ask CET1 Stress  MSe Divi DFAST SCB Floor Calc'd SCB - SCB (2.5%
RWA ($B) ($B) TestHit  Ask Impact 2020 (2.5%) SCB Floor Floor)
Stressed
4Q19 Actual  Stress Min 4Q19 Actual 1Q22E 4Q20-3Q21 A B C=A+B D c-D Max (C,D)
ALLY 9.5% 6.3% 145 144 0.29 3.2% 0.2% 3.4% 2.5% 0.9% 3.4%
AXP 10.7% 10.8% 169 170 1.43 -0.1% 0.8% 0.7% 2.5% -1.8% 2.5%
BAC 11.2% 9.6% 1,493 1,482 6.3 1.6% 0.4% 2.0% 2.5% -0.5% 2.5%
BK 12.5% 12.3% 149 149 1.1 0.2% 0.8% 1.0% 2.5% -1.5% 2.5%
C 11.8% 10.3% 1,167 1,152 4.2 1.5% 0.4% 1.9% 2.5% -0.6% 2.5%
CFG 10.0% TA% 143 143 0.7 2.9% 0.5% 3.4% 2.5% 0.9% 3.4%
COF 12.2% 6.8% 313 310 0.7 5.4% 0.2% 5.6% 2.5% 31% 5.6%
DFS 11.2% 8.2% 98 98 0.6 3.0% 0.6% 3.6% 2.5% 1.1% 3.6%
FITB 9.7% 8.1% 142 143 0.8 1.6% 0.5% 2.1% 2.5% -0.4% 2.5%
GS 13.3% 6.9% 564 550 1.8 6.4% 0.3% 6.7% 2.5% 4.2% 6.7%
HBAN 9.9% 8.5% 88 88 0.6 1.4% 0.7% 21% 2.5% -0.4% 2.5%
JPM 12.4% 9.8% 1,516 1,501 11.0 2.6% 0.7% 3.3% 2.5% 0.8% 3.3%
KEY 9.4% 8.0% 131 132 0.7 1.4% 0.6% 2.0% 2.5% -0.5% 2.5%
MTB 9.7% 8.5% 103 104 0.6 1.2% 0.6% 1.8% 2.5% -0.7% 2.5%
NTRS 12.7% 12.8% 72 70 0.6 -0.1% 0.8% 0.7% 2.5% -1.8% 2.5%
PNC 9.5% 9.2% 341 339 1.9 0.3% 0.5% 0.8% 2.5% -1.7% 2.5%
RF 9.7% 7.3% 106 105 0.6 2.4% 0.6% 3.0% 2.5% 0.5% 3.0%
STT 11.7% 11.5% 104 104 0.7 0.2% 0.7% 0.9% 2.5% -1.6% 2.5%
TFC 9.5% 7.4% 376 375 2.4 21% 0.6% 2.7% 2.5% 0.2% 27%
UsSB 9.1% 8.9% 391 393 25 0.2% 0.6% 0.8% 2.5% -1.7% 2.5%
WFC 11.1% 9.1% 1,246 1,235 5.0 2.0% 0.4% 2.4% 2.5% -0.1% 2.5%

Note: CFG, FITB, HBAN, KEY, and MTB are midcap banks covered by Ken Zerbe
Source: Federal Reserve, Company data, Morgan Stanley Research Estimates
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GS

Exhibit 9: We are currently baking in a 13.0% CET1 Ratio for GSin 2021, at the lower end of their

13-13.5% target... Stress Capital Buffer of 6.7% per yesterday's results suggests a 13.7% required

minimum
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Source: Company data, Morgan Stanley Research

Exhibit 10: They can get there with 5% lower RWAs relative to our estimates, but lower RWAs come
with lower revenues... a 5% reduction in our 2021 revenues would bring EPS down ~6%
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Exhibit 11: GS has brought down RWAs by more than 5% once before in 4Q15, largely by reducing
derivative notionals

GS Standardized RWA: Q/Q Change
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What happens if you go below a regulatory minimum?

Exhibit 12: Our estimates of the new Stress Capital Buffer on the back of this year's stress test
suggest that almost every bank is currently above their required capital minimums, except GS...

Non-Stress Environment

Constraint A::t(?.lzz-?l Rn;g; +SCB + BGL:Z: = Imp:\lnei: B ((;a;;

CET 1 Ratio

Large Cap Banks & Consumer Finance
WFC 10.7% 4.5% 2.5% 2.0% 9.0% $ 211
BAC 10.8% 4.5% 2.5% 2.5% 9.5% $ 19.9
C 11.2% 4.5% 2.5% 3.0% 10.0% $ 14.9
PNC 9.4% 4.5% 2.5% 0.0% 7.0% $ 8.7
TFC 9.3% 4.5% 2.7% 0.0% 72% $ 8.1
USB 9.0% 4.5% 2.5% 0.0% 7.0% $ 7.9
AXP 11.9% 4.5% 2.5% 0.0% 7.0% $ 7.2
COF 12.0% 4.5% 5.6% 0.0% 10.1% $ 5.6
BK 11.3% 4.5% 2.5% 1.5% 8.5% $ 4.6
NTRS 1.7% 4.5% 2.5% 0.0% 7.0% $ 3.7
STT 10.7% 4.5% 2.5% 1.0% 8.0% $ 3.1
DFS 11.3% 4.5% 3.6% 0.0% 81% $ 3.1
JPM 11.5% 4.5% 3.3% 3.5% 1.3% $ 2.5
RF 9.4% 4.5% 3.0% 0.0% 7.5% $ 21
ALLY 9.3% 4.5% 3.4% 0.0% 7.9% $ 2.0
GS 12.5% 4.5% 6.7% 2.5% 13.7% $ (7.3)

Midcap Banks
FITB 9.4% 4.5% 2.5% 0.0% 7.0% $ 3.5
KEY 9.0% 4.5% 2.5% 0.0% 7.0% $ 2.7
MTB 9.2% 4.5% 2.5% 0.0% 7.0% $ 24
CFG 9.4% 4.5% 3.4% 0.0% 7.9% $ 2.3
HBAN 9.5% 4.5% 2.5% 0.0% 7.0% $ 2.2

Total Large Cap Banks & Consumer Finance $ 107.0
Money-centers (BAC, C, GS & JPM) $ 29.9

Midcap Banks $ 131

Source: Company Data, Federal Reserve, Morgan Stanley Research Estimates.
Note: CET1 Ratio = Common Equity Tier 1 Capital / Standardized RWA.
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UPDATE

Exhibit 13: If a bank goes below its minimum capital ratio after the final SCB is implemented on
October 1st, payouts (dividends + buybacks + discretionary bonus payments) will become
restricted starting at 60% of eligible income down to 0%, depending on how low the bank's capital

ratio falls

TABLE 2 T0 § 217.11—CALCULATION OF MAXIMUM PAYOUT RATIO

Capital buffer'

Pavout ratio

Greater than the Board-regulated institution’s buffer requirement®

No payout ratio
limitation applies.

Less than or equal to 100 percent of the Board-regulated institution’s buffer
requirement, and greater than 75 percent of the Board-regulated institution’s
buffer requirement

60 percent.

Less than or equal to 75 percent of the Board-regulated institution’s buffer
requirement, and greater than 50 percent of the bank holding company’s
buffer requirement

40 percent.

Less than or equal to 50 percent of the Board-regulated institution’s buffer
requirement, and greater than 25 percent of the Board-regulated institution’s
buffer requirement

20 percent.

Less than or equal to 25 percent of the Board-regulated institution’s buffer
requirement

0 percent.

" A Board-regulated institution’s “capital buffer” means each of, as applicable, its standardized approach capital

conservation buffer, advanced approaches capital conservation buffer, and leverage bufTer.

* A Board-regulated institution's “buffer requirement”™ means each of, as applicable, its standardized approach
capital conservation buffer requirement, advanced approaches capital conservation buffer requirement, and leverage

buffer requirement.

Note: Eligible retained income defined as the greater of a) net income for the 4 preceding calendar quarters net of distributions and b) the average of net

income for the 4 preceding calendar quarters
Source: Federal Reserve, Morgan Stanley Research

Exhibit 14: We estimate ~40% of banks in our coverage could be at risk for cutting their dividend in

4Q20, if they were to go below minimum capital requirements...

4Q20 Dividend Payout Limits (%) 4Q20 dividend payout (as % of eligible retained
income)
=== Payout limit threshold #1 (60%)
140%
120% === Payout limit threshold #2 (40%)
100% = == Payout limit threshold #3 (20%)
80%
60% |===—ece-mecccsrcrerccc e e e e ea—.
IO e e L e P P P e et P P L P Lt
PN P e T T T CE P L L L e P et e E P L L S LT ol
0%
-20%
-40%
-60%

Note: 1) Eligible retained income defined as the greater of a) net income for the 4 preceding calendar quarters net of distributions and b) the average of

netincome for the 4 preceding calendar quarters. 2) We estimate COF eligible retained income to be negative in 4Q20.

Source: Federal Reserve, Company Data, Morgan Stanley Research estimates
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Exhibit 15: ...as we estimate ~60% of banks in our coverage have a buffer within their SCB before
having to cut their dividend, driven by a lower dividend payout ratio

Stressed Capital Buffer BBps of cushion before dividend cut
B Stressed Capital Buffer
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Source: Federal Reserve, Company Data, Morgan Stanley Research estimates

Exhibit 16: In the interim period before resubmission of capital plans, as well as final SCB
implementation in 4Q20, the Fed is also now capping banks' dividends at 100% of average net
income over the four prior quarters... this implies COF and WFC dividends could be at risk in 3Q20

3Q20 Dividend Payout Limits
250%
200%
150%
1 OOOAD 8
50%
0%
-50%
-100%

-150%
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§<<®‘;\c§<® CLEF

55 R Q& O OL Do O &
$CEFE TS F IR P

w3020 dividend payout (as % of MSe eligible retained income)
3Q20 dividend payout (as % of Consensus eligible retained income)
=e= | imited to 100% Payout

Note: We estimate COF's preceding 4 quarter net income eligible to be negative as of 3Q20.
Source: Federal Reserve, Company Data, Morgan Stanley Research Estimates

UPDATE
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Exhibit 17: ...and an additional 2 banks could be at risk if Fed extends this payout limitation past
into 2021

Implied Dividend Per Share On Trailing 4 Quarter Avg Net Income if Dividend Rule Persists

1020 2Q20E 3Q20E 4Q20E 1Q21E 2Q21E 3Q21E 4Q21E

BAC $ 018 § 018 § 018 § 018 § 018 § 018 $ 018 § 0.18
C $ 051 § 051 § 051 § 051 § 051 § 051 $ 051 § 0.51
JPM $ 090 § 090 §$ 090 §$ 090 § 090 $ 090 $ 09 § 0.90
GS $ 125§ 125§ 125§ 125§ 125§ 125§ 125 $ 1.25
TFC $ 045 § 045 § 045 § 045 § 045 $ 045 $ 045 § 0.45
PNC $ 115 $ 115 $ 115 $ 115 $ 115 § 115 $ 115 $ 1.15
RF $ 016 $ 016 $ 016 $ 0.16 ['$ 010 $ 011 $ 015 $ 0.16
UsB $ 042 § 042 § 042 § 042 $ 042 $ 042 $ 042 $ 042
WFC $ 051 § 051§ 036 $ 024 $ 021 $ 026 $ 030 § 0.30
BK $ 031 § 031 § 031 § 031 § 031 § 031 $ 035 § 0.35
NTRS $ 070 $ 070 $ 070 § 070 $ 070 $ 070 $ 070 $ 0.70
STT $ 052 § 052 § 052 § 052 § 052 $ 052 $ 056 $ 0.56
ALLY $ 019 § 019 § 019 ['$ 018 $ 006 $ 019 $ 021§ 0.21
AXP $ 043 § 043 § 043 § 043 § 043 § 043 $ 048 § 0.48
COF $ 040 $ 040 |'$ - 3 - $ -8 - 8 040 $ 0.40
DFS $ 044 § 044 § 044§ 044§ 044§ 044 $ 048 § 0.48
CFG $ 039 § 039 § 039 § 039 § 039 § 039 $ 040 § 0.40
FITB $ 027 § 027 $ 027 § 027 $ 027 $ 027 $ 028 § 0.28
HBAN $ 015 § 015 § 015 § 015 § 015 § 015 § 017 § 0.17
KEY $ 019 $ 019 $ 019 $ 019 $ 019 $ 019 $ 020 $ 0.20
MTB $ 110 $ 110 § 110 § 110 § 110 § 110 $ 120 § 1.20

Source: Federal Reserve, Company Data, Morgan Stanley Research Estimates
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Capital Constraints

Exhibit 18: Which Capital Ratio is the Constraint?

Stressed CET1 Ratio Stressed T1 Ratio Stressed Total Capital Ratio Stressed T1 Leverage Ratio Stressed SLR
Severely Severely Severely
Adverse Low Required Adverse Low Required Severely Adverse Required Severely Adverse Required Adverse Low Required
Point Minimum Point Minimum Low Point Minimum Low Point Minimum Point Minimum
Every vear CCAR Bank
BAC 9.6% 4.5% 11.1% 6.0% 13.8% 8.0% 6.9% 4.0% 5.6% 3.0%
BK 12.3% 4.5% 14.6% 6.0% 15.7% 8.0% 6.5% 4.0% 6.0% 3.0%
COF 6.8% 4.5% 8.3% 6.0% 10.7% 8.0% 7.0% 4.0% 5.9% 3.0%
[ 10.3% 4.5% 11.9% 6.0% 15.3% 8.0% 7.0% 4.0% 5.4% 3.0%
GS 6.9% 4.5% 8.8% 6.0% 11.8% 8.0% 5.0% 4.0% 3.5% 3.0%
JPM 9.8% 4.5% 11.6% 6.0% 13.8% 8.0% 6.4% 4.0% 5.1% 3.0%
NTRS 12.8% 4.5% 14.6% 6.0% 16.8% 8.0% 8.7% 4.0% 7.7% 3.0%
PNC 9.2% 4.5% 10.3% 6.0% 12.6% 8.0% 8.8% 4.0% 7.3% 3.0%
STT 11.5% 4.5% 14.3% 6.0% 15.7% 8.0% 6.8% 4.0% 6.0% 3.0%
TFC 7.4% 4.5% 8.8% 6.0% 11.4% 8.0% 7.6% 4.0% 6.4% 3.0%
USB 8.9% 4.5% 10.4% 6.0% 12.6% 8.0% 8.5% 4.0% 6.8% 3.0%
WFC 9.1% 4.5% 10.7% 6.0% 14.2% 8.0% 6.9% 4.0% 5.9% 3.0%
Every other year CCAR Bank
ALLY 6.3% 4.5% 7.9% 6.0% 9.9% 8.0% 6.4% 4.0%
AXP 10.8% 4.5% 11.7% 6.0% 13.3% 8.0% 10.3% 4.0%
CFG 7.1% 4.5% 8.2% 6.0% 10.4% 8.0% 7.3% 4.0%
DFS 8.2% 4.5% 8.8% 6.0% 10.6% 8.0% 7.6% 4.0%
FITB 8.1% 4.5% 9.3% 6.0% 12.4% 8.0% 8.1% 4.0%
HBAN 8.5% 4.5% 9.9% 6.0% 11.9% 8.0% 8.1% 4.0%
KEY 8.0% 4.5% 9.4% 6.0% 11.8% 8.0% 8.6% 4.0%
MTB 8.5% 4.5% 9.7% 6.0% 12.0% 8.0% 8.5% 4.0%
RF 7.3% 4.5% 8.5% 6.0% 10.7% 8.0% 7.5% 4.0%

Source: Company Data, Federal Reserve, Morgan Stanley Research
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2020 vs. Prior DFAST Results

Exhibit 19: Stressed B3 CET1 ratio 0.4% pts higher y/y to 8.5%

Min. Stressed CET 1 Ratio Y/Y

2020 DFAST  Prior DFAST % Pt A
AXP 10.8% 7.8% 3.0%
C 10.3% 8.2% 2.1%
NTRS 12.8% 10.7% 2.1%
JPM 9.8% 8.1% 1.7%
KEY 8.0% 6.8% 1.2%
BK 12.3% 11.3% 1.0%
MTB 8.5% 7.5% 1.0%
COF 6.8% 6.0% 0.8%
USB 8.9% 8.1% 0.8%
PNC 9.2% 8.5% 0.7%
FITB 8.1% 7.5% 0.6%
STT 11.5% 10.9% 0.6%
HBAN 8.5% 8.1% 0.4%
CFG 7.1% 6.8% 0.3%
BAC 9.6% 9.7% (0.1%)
WFC 9.1% 9.5% (0.4%)
ALLY 6.3% 6.8% (0.5%)
TFC 7.4% 7.9% (0.5%)
DFS 8.2% 8.9% (0.7%)
GS 6.9% 7.6% (0.7%)
RF 7.3% 8.1% (0.8%)
Median 8.5% 8.1% 0.4%

Source:Company Data, Federal Reserve, Morgan Stanley Research

Exhibit 20: Stressed Tier 1 Capital ratio 0.4% pts higher y/y to

9.9%
Min. Stressed Tier 1 Capital Y/Y
2020 DFAST Prior DFAST % Pt A

AXP 11.7% 8.8% 2.9%
NTRS 14.6% 12.0% 2.6%
C 11.9% 9.7% 2.2%
JPM 11.6% 9.8% 1.8%
KEY 9.4% 7.6% 1.8%
CFG 8.2% 6.9% 1.3%
BK 14.6% 13.6% 1.0%
COF 8.3% 7.4% 0.9%
MTB 9.7% 8.8% 0.9%
FITB 9.3% 8.5% 0.8%
USB 10.4% 9.7% 0.7%
PNC 10.3% 9.6% 0.7%
HBAN 9.9% 9.6% 0.3%
BAC 11.1% 11.2% (0.1%)
STT 14.3% 14.6% (0.3%)

14
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RF 8.5% 8.9% (0.4%)
WEFC 10.7% 11.2% (0.5%)
ALLY 7.9% 8.5% (0.6%)
DFS 8.8% 9.5% (0.7%)
GS 8.8% 9.5% (0.7%)
TFC 8.8% 9.5% (0.7%)

Median 9.9% 9.5% 0.4%

Source: Company Data, Federal Reserve, Morgan Stanley Research

Exhibit 21: Stressed PPNR/average assets 10 bps lower y/y to 3.0%

Stressed PPNR / Average Assets
2020 DFAST Prior DFAST A (bps)

FITB 3.8% 2.9% 90
AXP 12.0% 11.4% 60
JPM 2.7% 2.3% 40
KEY 3.0% 2.6% 40
C 3.0% 2.9% 10
CFG 2.3% 2.2% 10
STT 1.5% 1.4% 10
PNC 3.1% 3.1% -
BAC 1.7% 1.8% (10)
BK 1.9% 2.0% (20)
USB 3.7% 3.9% (20)
COF 7.9% 8.2% (30)
GS 1.1% 1.4% (30)
NTRS 1.9% 2.2% (30)
RF 3.0% 3.3% (30)
ALLY 2.8% 3.3% (50)
DFS 13.8% 14.3% (50)
HBAN 3.0% 3.5% (50)
MTB 3.9% 4.4% (50)
WFC 2.6% 3.3% (70)
TFC 2.5% 4.1% (160)
Median 3.0% 3.1% (10)

Source: Company Data, Federal Reserve, Morgan Stanley Research.
Note: (1) PPNR = Pre-Provision Net Revenue
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Fed Stress Test

Exhibit 22: Total NCO Ratio
Total NCO Ratio
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Source: Company Data, Federal Reserve, Morgan Stanley Research.

Exhibit 24: HELOC NCO Ratio
HELOC NCO Ratio
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Source: Company Data, Federal Reserve, Morgan Stanley Research.

Exhibit 26: CRE NCO Ratio
CRE NCO Ratio
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Source: Company Data, Federal Reserve, Morgan Stanley Research.
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UPDATE

Stressed NCO Ratios (Severely Adverse Scenario)

Exhibit 23: Resi Mortgage NCO Ratio
Resi NCO Ratio
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Source: Company Data, Federal Reserve, Morgan Stanley Research.

Exhibit 25: C&I NCO Ratio
C&I NCO Ratio
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Source: Company Data, Federal Reserve, Morgan Stanley Research.

Exhibit 27: Card NCO Ratio
Card NCO Ratio
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Exhibit 28: Other Consumer NCO Ratio Exhibit 29: Other NCO Ratio

Other Consumer NCO Ratio Other NCO Ratio
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Source: Company Data, Federal Reserve, Morgan Stanley Research. Source: Company Data, Federal Reserve, Morgan Stanley Research.
Exhibit 30: Stressed NCO Ratios (Severely Adverse Scenario)
Other
Bank Total Resi HELOC C&I CRE Card Consumer Other
Fed Stress Fed Stress Fed Stress Fed Stress Fed Stress Fed Stress Fed Stress Fed Stress
Test Test Test Test Test Test Test Test
ALLY 6.4% 1.3% 4.1% 6.4% 3.7% 0.0% 7.7% 11.1%
AXP 10.7% 0.0% 0.0% 11.0% 0.0% 10.4% 16.0% 6.0%
BAC 4.7% 1.2% 2.4% 5.3% 6.6% 16.0% 2.0% 3.0%
BK 2.7% 1.5% 7.6% 4.5% 6.2% 0.0% 11.1% 1.7%
C 6.7% 1.9% 6.6% 4.7% 5.7% 16.4% 10.2% 2.3%
CFG 5.6% 1.7% 4.1% 6.2% 8.1% 16.4% 6.5% 4.0%
COF 15.5% 1.9% 4.9% 12.3% 4.3% 23.0% 11.4% 5.5%
DFS 17.0% 1.9% 10.0% 18.4% 12.2% 18.7% 9.9% 5.8%
FITB 6.8% 2.1% 3.9% 7.5% 10.8% 23.5% 5.2% 4.3%
GS 8.1% 25.9% 4.1% 14.9% 11.6% 18.7% 13.0% 4.7%
HBAN 5.1% 2.7% 3.1% 6.1% 7.7% 18.7% 4.6% 3.8%
JPM 6.6% 1.5% 2.0% 11.3% 3.2% 16.1% 3.9% 4.7%
KEY 5.3% 2.4% 3.1% 6.5% 6.8% 18.7% 5.1% 3.0%
MTB 5.5% 2.8% 3.4% 6.2% 6.2% 18.7% 6.6% 4.6%
NTRS 5.7% 1.6% 8.3% 6.5% 5.5% 0.0% 15.4% 6.6%
PNC 5.1% 1.3% 1.6% 6.4% 6.3% 19.9% 4.1% 2.7%
RF 6.3% 2.4% 4.4% 7.8% 9.3% 18.7% 11.8% 3.0%
STT 4.5% 0.0% 0.0% 6.8% 1.8% 0.0% 0.6% 4.3%
TFC 5.1% 1.8% 2.8% 6.0% 5.8% 18.1% 7.1% 3.5%
USB 5.8% 1.5% 4.2% 6.9% 7.1% 18.1% 3.7% 4.8%
WFC 4.9% 1.2% 2.5% 6.7% 8.0% 18.7% 5.6% 4.1%
Median 6.7% 1.9% 4.1% 6.4% 6.6% 16.4% 9.9% 4.3%

Source: Company Data, Federal Reserve, Morgan Stanley Research
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Stressed P&L ltems as a % of Avg Assets (Severely Adverse

Scenario)
Exhibit 31: PPNR as % of avg assets Exhibit 32: Provisions as % of avg assets
PPNR as % of Avg Assets Provisions as % of Avg Assets
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Source: Company Data, Federal Reserve, Morgan Stanley Research Source: Company Data, Federal Reserve, Morgan Stanley Research

Exhibit 33: Pretax Net Income as % if avg assets
Pretax Net Income as % of Avg Assets
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Exhibit 34: Stressed P&L Items as a % of Avg Assets (Severely Adverse Scenario)

Other Losson  Trading Other  Pretax Net

Bank NIl Fees Expenses PPNR Revenue Provisions AFS Sec Losses Losses Income
Fed Stress Fed Stress Fed Stress Fed Stress Fed Stress Fed Stress Fed Stress Fed Stress Fed Stress Fed Stress
Test Test Test Test Test Test Test Test Test Test
ALLY 5.0% 3.8% 6.0% 2.8% 0.0% 5.5% 0.2% 0.0% 0.1% -2.9%
AXP 8.5% 39.9% 36.4% 12.0% 0.0% 9.7% 0.0% 0.0% 0.0% 2.2%
BAC 4.2% 3.4% 5.9% 1.7% 0.0% 2.2% 0.0% 0.4% 0.2% -1.1%
BK 1.7% 7.3% 7.1% 1.9% 0.0% 0.5% 0.1% 0.2% 0.0% 1.2%
C 5.8% 2.8% 5.5% 3.0% 0.0% 2.5% 0.0% 0.3% 0.1% 0.0%
CFG 5.7% 2.2% 5.6% 2.3% 0.0% 4.8% 0.0% 0.0% 0.1% -2.6%
COF 13.9% 3.1% 9.1% 7.9% 0.0% 12.1% 0.0% 0.0% 0.0% -4.3%
DFS 19.4% 3.4% 9.0% 13.8% 0.0% 16.4% 0.0% 0.0% 0.0% -2.5%
FITB 6.2% 4.2% 6.6% 3.8% 0.0% 5.2% 0.0% 0.0% 0.1% -1.3%
GS 1.0% 5.9% 5.9% 1.1% 0.0% 1.1% 0.0% 1.9% 0.9% -2.8%
HBAN 6.3% 2.7% 6.1% 3.0% 0.0% 4.0% 0.0% 0.0% 0.0% -1.0%
JPM 4.4% 4.4% 6.1% 2.7% 0.0% 2.7% 0.0% 0.8% 0.1% -0.9%
KEY 5.9% 3.6% 6.5% 3.0% 0.0% 4.0% 0.0% 0.0% 0.2% -1.1%
MTB 6.7% 3.3% 6.1% 3.9% 0.0% 4.6% 0.0% 0.0% 0.0% -0.8%
NTRS 2.2% 7.0% 7.3% 1.9% 0.0% 1.9% 0.1% 0.0% 0.0% 0.2%
PNC 5.5% 4.0% 6.4% 3.1% 0.0% 3.4% 0.0% 0.0% 0.1% -0.2%
RF 6.0% 3.7% 6.7% 3.0% 0.0% 4.9% 0.0% 0.0% 0.1% -2.0%
STT 1.9% 7.9% 8.3% 1.5% 0.0% 0.6% 0.0% 0.3% 0.0% 0.6%
TFC 5.8% 3.7% 7.0% 2.5% 0.0% 4.1% 0.0% 0.0% 0.1% -1.7%
usB 5.8% 4.3% 6.3% 3.7% 0.0% 3.7% 0.0% 0.0% 0.0% 0.0%
WEFC 5.8% 3.8% 7.0% 2.6% 0.0% 2.8% 0.1% 0.5% 0.2% -0.9%
Median 5.8% 3.8% 6.5% 3.0% 0.0% 4.0% 0.0% 0.0% 0.1% -1.0%

Source: Company Data, Federal Reserve, Morgan Stanley Research.
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2020 Bank-Run Stress Test

Exhibit 35: Difference between Fed-run and Bank-run 2020 Stress Test Loan Loss Ratios (for Banks that have Disclosed so far): Total, Resi, HELOC
and C&l Loans

Bank Total Resi HELOC C&I
Fed-run Bank-run Diff Fed-run Bank-run Diff Fed-run Bank-run Diff Fed-run Bank-run Diff

BAC 4.7% 3.9% 0.8% 1.2% 1.1% 0.1% 2.4% 2.4% - 5.3% 4.5% 0.8%
BK 2.7% 3.3% (0.6%) 1.5% 0.2% 1.3% 7.6% 0.0% 7.6% 4.5% 3.7% 0.8%
COF 15.5% 14.0% 1.5% 1.9% 4.3% (2.4%) 4.9% 4.0% 0.9% 12.3% 9.9% 2.4%
C 6.7% 6.3% 0.4% 1.9% 0.4% 1.5% 6.6% 4.7% 1.9% 4.7% 3.6% 1.1%
NTRS 5.7% 1.2% 4.5% 1.6% 0.5% 1.1% 8.3% 0.8% 7.5% 6.5% 1.9% 4.6%
PNC 5.1% 4.4% 0.7% 1.3% 1.4% (0.1%) 1.6% 3.8% (2.2%) 6.4% 4.5% 1.9%
usB 5.8% 5.1% 0.7% 1.5% 1.6% (0.1%) 4.2% 2.7% 1.5% 6.9% 6.5% 0.4%
WEFC 4.9% 3.1% 1.8% 1.2% 0.4% 0.8% 2.5% 2.6% (0.1%) 6.7% 4.3% 2.4%
Median 5.4% 4.2% 1.3% 1.5% 0.8% 0.7% 4.6% 2.7% 1.9% 6.5% 4.4% 2.1%

Source: Federal Reserve, Company data, Morgan Stanley Research

Exhibit 36: Difference between Fed-run and Bank-run 2020 Stress Test Loan Loss Ratios (for Banks that have Disclosed so far): CRE, Card and
Other Loans

Bank CRE Card Other Consumer Other
Fed-run Bank-run Diff Fed-run Bank-run Diff Fed-run Bank-run Diff Fed-run Bank-run Diff

BAC 6.6% 3.9% 2.7% 16.0% 15.6% 0.4% 2.0% 1.7% 0.3% 3.0% 2.0% 1.0%
BK 6.2% 6.8% (0.6%) 0.0% 0.0% - 11.1% 0.7%  10.4% 1.7% 4.0% (2.3%)
COF 4.3% 4.0% 0.3% 23.0% 21.4% 1.6% 11.4% 10.5% 0.9% 5.5% 1.3% 4.2%
C 5.7% 4.4% 1.3% 16.4% 16.7% (0.3%) 10.2% 9.2% 1.0% 2.3% 1.9% 0.4%
NTRS 5.5% 4.4% 1.1% 0.0% 0.0% - 15.4% 14%  14.0% 6.6% 0.5% 6.1%
PNC 6.3% 3.6% 2.7% 19.9% 21.6% (1.7%) 4.1% 7.0% (2.9%) 2.7% 2.7% -
usB 7.1% 3.8% 3.3% 18.1% 15.6% 2.5% 3.7% 4.9% (1.2%) 4.8% 3.2% 1.6%
WFC 8.0% 2.8% 5.2% 18.7% 17.5% 1.2% 5.6% 4.3% 1.3% 4.1% 3.0% 1.1%
Median 6.3% 4.0% 2.3% 17.3% 16.2% 1.1% 7.9% 4.6% 3.3% 3.6% 2.4% 1.2%

Source: Federal Reserve Company data, Morgan Stanley Research
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UPDATE

Exhibit 37: Estimated Peak Reserve Ratio in our models vs. 2020 Bank-Run Stress Test
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European Banks

Bottom line. In line with our expectations, all the US units of European banks have
passed the 2020 Dodd Frank Act Stress Test (DFAST). We don't expect DFAST results to
impact European IBs' share price performance on Friday. At the margin, the comfortable
excess capital in the IHCs is a positive, although what ultimately matters for dividends /
share buybacks (particularly relevant for UBS and HSBC investment case medium term)
is the excess capital at a Group level, not at a subsidiary level. This is particularly true in
the current climate of temporary dividend bans across Europe. In our view the results of
this year's DFAST/CCAR are unlikely to move the individual stock narrative.

DFAST results in detail: The average CET1 drawdown across European IHCs was -
460bps (vs -240bps avg median across all participating firms), with the largest
drawdown at Deutsche Bank USA (-780bps). Santander was one of the most resilient
banks, with a modest 140bps CET1 drawdown. Compared to last year's DFAST,
drawdowns were lower YoY at most banks, with the exception of HSBC, where the
drawdown was 160bps higher. As a whole, the average headroom to 4.5% minima stood
at 990bps at CET1 level and 190bps vs 3% min SLR level, which in our view screens as
sufficient.

Exhibit 38: Overview of 2020/ 2019 DFAST results for European banks

2020
Stressed CET1 Ratio Stressed T1 Ratio Stressed Total Capital Ratio Stressed T1 Leverage Ratio Stressed SLR
Severely Drawdown 8 Severely Drawdown 5 Severely Drawdown 3 Severely Drawdown 3 Severely Drawdown A
Adverse Actu_al - Low point qu_ulred Adverse Amgal - Low point qu_unred Adverse Aclu_al - Low point quulred Adverse Actu_al - Low point R_ec!ulred Adverse Actl.!al - Low point qu_ulred
0 Ratio " Minimum " Ratio i Minimum 0 Ratio o Minimum 0 Ratio " Minimum " Ratio i Minimum
Enti Low Point vs Ending Low Point vs Ending Low Point vs Ending Low Point vs Ending Low Point vs Ending
Barclays US LLC 134%  163% | 29% | 45% 166%  194%  -28%  60% 205%  230%  -25%  8.0% 7.7% 94% 7%  40% 6.4% 7.8% [Neld% 0 3.0%
BNP Paribas USA 10.8% 15.8% -5.0% 4.5% 10.8% 15.8% -5.0% 6.0% 13.6% 18.0% -4.4% 8.0% 7.1% 10.5% -3.4% 4.0%
Credit Suisse Holdings 19.5% 24.7% -5.2% 4.5% 20.4% 25.5% -5.1% 6.0% 20.5% 25.6% -5.1% 8.0% 10.3% 13.7% -3.4% 4.0% 9.1% 121% [E810% " 3.0%
DB USA Corporation 184%  26.2% [NST8%  4.5% 309%  37.7%  -6.8% 6.0% 314%  377%  -63% 8.0% 7.4% 9.8% 24% 4.0% 6.9% 9.1% -2.2% 3.0%
HSBC North America Holdin¢ ~ 7.3% 13.0% -5.7% 4.5% 9.1% 14.8% -5.7% 6.0% 13.3% 18.4% -5.1% 8.0% 4.7% 7.8% -3.1% 4.0% 3.4% 5.7% -2.3% 3.0%
Santander Holdings USA 13.2% 146% [ 14% | 45% 14.3% 15.8% -1.5% 6.0% 15.8% 17.2% -1.4% 8.0% 12.0% 13.1% -1.1% 4.0%
UBS Americas Holding 17.9% 22.1% -4.2% 4.5% 23.8% 21.7% -3.9% 6.0% 25.3% 29.0% -3.7% 8.0% 9.9% 11.8% -1.9% 4.0% 8.2% n/a n/a 3.0%
2019
Stressed CET1 Ratio Stressed T1 Ratio Stressed Total Capital Ratio Stressed T1 Leverage Ratio Stressed SLR
Severely Drawdown n Severely Drawdown a Severely Drawdown n Severely Drawdown a Severely Drawdown q
Actual .. Required Actual .. Required Actual . Required Actual . Required Actual . Required
Adverse  Ratio PO inimyy AV Rao  SLOWRON yinimym  ANVESE oo LOWROIN inmum AV et TLONPONL iy AIVETSe pao L LOWRAIN pnimum
Enti ow Point vs Ending ow Point vs Ending ow Point vs Ending ow Point vs Ending ow Point vs Ending
Barclays US LLC 11.6% 14.5% -2.9% 4.5% 14.5% 17.6% -3.1% 6.0% 17.8% 21.0% -3.2% 8.0% 7.5% 8.9% -1.4% 4.0% 7.3% 6.3% 1.0% 3.0%
Credit Suisse Holdings 18.4% 25.8% -7.4% 4.5% 19.3% 26.5% -7.2% 6.0% 19.4% 26.6% 7.2% 8.0% 8.5% 12.9% -4.4% 4.0% 7.4% 11.3% -3.9% 3.0%
DB USA Corporation 14.8% 22.9% -8.1% 4.5% 26.2% 34.4% -8.2% 6.0% 26.6% 34.4% -7.8% 8.0% 6.9% 9.2% -2.3% 4.0% 6.3% 8.4% 2.1% 3.0%
HSBC North America Holdin¢ ~ 8.5% 12.6% -4.1% 4.5% 10.1% 14.2% -4.1% 6.0% 14.2% 18.0% -3.8% 8.0% 5.1% 7.5% -2.4% 4.0% 3.8% 5.6% -1.8% 3.0%
UBS Americas Holding 16.0% 21.7% -5.7% 4.5% 19.9% 25.7% -5.8% 6.0% 21.9% 27.0% -5.1% 8.0% 8.8% 11.3% -2.5% 4.0% n/a nla n/a n/a
2020 vs 2019
Stressed T1 Ratio Stressed Total Capital Ratio Stressed T1 Leverage Ratio Stressed SLR
Severely Drawdown . Severely Drawdown Severely Drawdown . Severely Drawdown " Severely Drawdown .
Adverse A;;T::' - Low point ;iﬂﬁﬁ: Adverse A’_(:‘?:I - Low point l’?ll?rﬁﬁr:ri Adverse A::;:' - Low point “leﬂfr: Adverse Ar[:‘:':l - Low point Elle:lﬂuer: Adverse Ar(:tli‘:l - Low point ;?rﬁ:r:r:
Enti Low Point vs Ending Low Point vs Ending Low Point vs Ending Low Point vs Ending Low Point vs Ending
Barclays US LLC 1.8% 1.8% 0.0% 21% 1.8% 0.3% 2.7% 2.0% 0.7% 0.2% 0.5% -0.3% -0.9% 1.5% -2.4%
Credit Suisse Holdings 1.1% -1.1% 2.2% 1.1% -1.0% 2.1% 1.1% -1.0% 21% 1.8% 0.8% 1.0% 1.7% 0.8% 0.9%
DB USA Corporation 3.6% 3.3% 0.3% 4.7% 3.3% 1.4% 4.8% 3.3% 1.5% 0.5% 0.6% -0.1% 0.6% 0.7% -0.1%
HSBC North America Holdin¢  -1.2% 0.4% -1.6% -1.0% 0.6% -1.6% -0.9% 0.4% -1.3% -0.4% 0.3% -0.7% -0.4% 0.1% -0.5%
UBS Americas Holding 1.9% 0.4% 1.5% 3.9% 2.0% 1.9% 3.4% 2.0% 1.4% 1.1% 0.5% 0.6% n/a n/a n/a

Source: Morgan Stanley Research, Fed DFAST Results

Additional Covid sensitivity test. Given this year's adverse scenario is essentially a pre-
Covid framework, FED has also released an aggregate view of Covid stress on the US
banking system - via additional downside scenarios - V/U/W shaped recoveries (see here
for details https;//www.federalreserve.gov/publications/files/2020-sensitivity-analysis-
20200625.pdf). All additional downside scenarios result in higher drawdowns than the
adverse test, with a few banks close to the regulatory minima. FED also communicated a
temporary ban on share buy-backs, limitations on dividend growth and payout and
announced additional stress analysis to be conducted later this year. Most importantly,
banks will be required to re-assess their capital needs and resubmit their capital plans


https://www.federalreserve.gov/publications/files/2020-sensitivity-analysis-20200625.pdf
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later this year.

Loan loss rates by bank give useful colour on levels and composition of potential credit
risks. Assumed cumulative loan loss rates as % loans in the stress test were: 11% for
Barclays, primarily coming from credit cards; BNP 7%, split mostly evenly between CRE,
commercial and other consumer in absolute terms; CS resilient at 0.9%, similarly to UBS
at 2%; Deutsche Bank 3.2%, with half coming from CRE; HSBC 6%, broadly spread across
the book; Santander 9.3%, with SCUSA/car loans driving the bulk of losses. The variation
of loan loss rates within exposures within the same segment is also interesting, with
Barclays for example assumed to have a 21% loss rate in commercial loans vs Deutsche
Bank at just 1%. In commercial real estate on the other hand, the CS portfolio had a 21%
assumed loss rate (although small in absolute $ terms) vs 1.4% at UBS. In
consumer/cards there was less divergence across banks, but HSBC stood out with
having the highest assumed card losses across the banks.

Exhibit 39: Projected loan losses by type of loan for 2020:Q1-2022:Q1 under the severely adverse scenario
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Source:
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Fed DFAST Results

Does CCAR matter for European banks? As a reminder, IHCs represent 5-16% of total
group assets for these banks, hence over/under-capitalisation of each bank's IHC
marginally interferes with overall capitalisation of the group and dividend distribution
potential. IHCs do not comprise 100% of a bank's US-related business, particularly for
the investment banks, which also have large branches, which in the case of Deutsche
Bank are bigger by assets than the IHC itself. For this reason, the CCAR process on an
IHC alone gives us more limited insight into a European bank's business in the US.
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Exhibit 40: US-based IHCs make up <15% of Group assets, and they are usually well capitalised vs the Group

UPDATE

Income Statement (2019, $mn)

Credit Suisse Deutsche Bank Barclays Santander

Income Statement (2018, $mn)

Key metrics (2019)

Net interest income -159 526 1,752 3,090 2437 2,143 6,479
Non Int income 5,812 5,423 10,418 6,578 1,827 2,736 3,713
Overhead expense -5,721 -5,531 -10,826 -7,037 -3,555 -4,635 -6,367
Provisions -1 -2 -26 -1,095 -155 -194 -2,291
Other 46 3 25 4 20 93 109
Pre tax -23 419 1,343 1,540 574 144 1,643
Taxes 191 1,000 609 368 134 118 472
Adj / Minorities -387 -2,039 -1,222 -747 -278 -237 -1,362
Net Income -219 -620 730 1,161 430 25 753

Net interest income -140 807 1,785 3,422 2,926 2,319 6,391
Non Int income 6,378 5,938 11,179 5,684 2,455 2,715 3,241
Overhead expense -5,564 -6,070 -11,132 -7,918 -3,824 -5,228 -5,819
Provisions 10 -3 -1 -1,076 -127 73 -2,353
Other 0 10 -0 -2 -10 19 63
Pre tax 683 682 1,822 110 1,419 -102 1,523
Taxes -278 -109 2,177 -213 -299 -210 -426
Adj / Minorities -6 -49 0 -3 -80 -19 -390
Net Income 399 524 3,999 -106 1,040 -331 707

Net Interest Income, YoY % -13.3% -34.8% -1.9% -9.7% -16.7% -7.6% 1.4%
Non Int Income, YoY % -8.9% -8.7% -6.8% 15.7% -25.6% 0.8% 14.6%
Costs, YoY % 2.8% -8.9% -2.7% -11.1% -7.0% -11.3% 9.4%
Pre-tax Income, YoY % - -38.6% -26.3% - -59.6% - 7.8%
Cost of Risk (% Loans) 1bps 2bps 4bps 307bps 24bps 29bps 261bps
Cost/Income Ratio 101.2% 93.0% 89.0% 72.8% 83.4% 95.0% 62.5%
Return on Assets -0.19% -0.53% 0.52% 0.78% 0.36% 0.01% 0.53%
Source: Company Data (IHC disclosure), Morgan Stanley Research. Note: 1) Leverage ratio = Tier 1 leverage ratio.
Exhibit 41: IHC income statement, 2019
Income Statement (2019, $mn) UBS Barclays BNP HSBC Santander
Net interest income 1,752 3,090 2,437 2,143 6,479
Non interest income 10,418 6,578 1,827 2,736 3,713
Overhead expense 10,826 7,037 3,555 4,635 6,367
Provisions -26 -1,095 -155 -194 -2,291
Other -21,628 -14,070 -7,090 -9,176 -12,624
Pre tax 1,343 1,540 574 144 1,643
Taxes 609 368 134 118 472
Adj / Minorities -1,222 -747 -278 -237 -1,362
Net Income 730 1,161 430 25 753
Income Statement (2018, $mn)
Net interest income -140 807 1,785 3,422 2,926 2,319 6,391
Non interest income 6,378 5,938 11,179 5,684 2,455 2,715 3,241
Overhead expense -5,564 -6,070 -11,132 -7,918 -3,824 -5,228 -5,819
Provisions 10 -3 -11 -1,076 -127 73 -2,353
Other 0 10 -0 -2 -10 19 63
Pre tax 683 682 1,822 110 1,419 -102 1,523
Taxes -278 -109 2,177 -213 -299 -210 -426
Adj / Minorities -6 -49 0 -3 -80 -19 -390
Net Income 399 524 3,999 -106 1,040 -331 707
Source: Company data (IHC disclosure), Morgan Stanley Research
Exhibit 42: IHC balance sheet: Ex BNP & Santander, Assets have declined YoY
Balance Sheet (2019, $mn) Credit Suisse Deutsche Bank uBs Barclays BNP HSBC Santander
Cash 11,422 13,966 4,696 10,081 3,077 5,147 7,644
Loans 12,627 11,890 59,484 32,098 65,115 65,927 90,960
Trading Assets 37,479 20,094 9,750 21,361 8,859 41,126 447
PPE / Intangibles / Minorities 25,476 7,433 23,258 17,011 12,679 13,796 32,637
Repos 27,763 55,570 31,758 60,943 12,132 73,941 0
Other 0 243 10,883 409 20,656 49,257 18,291
Total Assets 114,766 109,196 139,829 141,903 122,519 249,194 149,980
1Y % change -6% -11% -1% -9% 2% -10% 11%
Main branch total assets 98,257 162,659 52,760 56,156 58,017
Main branch total assets as a % of IHC 85.62% 148.96% 37.73% 39.57% 47.35%
Group total assets (USD) 813,489 1,454,692 971,966 1,511,830 2,426,643 2,715,152 1,706,942
IHC + Branch % of Group total assets 26.19% 18.69% 19.81% 13.10% 7.44% 9.18% 8.79%
IHC % of Group total assets 14.11% 7.51% 14.39% 9.39% 5.05% 9.18% 8.79%

Balance Sheet (2018, $mn)

Cash 10,545 19,859 9,072 11,357 5,081 17,810 7,791
Loans 15,268 10,658 56,418 39,274 64,899 66,652 84,432
Trading Assets 30,979 22,484 11,621 28,054 11,584 43,032 312
PPE / Intangibles / Minorities 29,107 8,715 22,941 15,112 14,180 13,006 28,705
Repos 36,135 61,407 31,534 61,522 10,259 90,942 0
Other 0 257 10,236 367 13,596 46,379 14,395
Total Assets 122,034 123,380 141,822 155,686 119,600 277,820 135,634
1Y % change -14% -17% 1% 0% -14% 2% 6%
Main branch total assets 69,474 173,052 49,761 63,103 54,762

Main branch total assets as a % of IHC 56.93% 140.26% 35.09% 40.53% 45.79%

Group total assets (USD) 783,489 1,546,179 958,490 1,445,729 2,340,064 2,558,124 1,673,639
IHC + Branch % of Group total assets 24.44% 19.17% 19.99% 15.13% 7.45% 10.86% 8.10%
IHC % of Group total assets 15.58% 7.98% 14.80% 10.77% 5.11% 10.86% 8.10%

Source: Company data (IHC disclosure and branch disclosure — note that we have taken the most sizable branch), Morgan Stanley Research.

24



Morgan Stanley | researcs

Exhibit 43: IHC off-balance sheet commitments & derivatives

Off-Balance sheet & Derivatives (2019, $mn) i Barclays

UPDATE

Santander

Loan commitments 25,064 3,920 91,437
Standby letters of credit 921 220 0
Commercial and similar letters of credit 0 0 0
Securities lent 57,644 0 40,908 54,700
Credit derivatives - notional amount (BHC as guarantor) 27,386 0 0 0
Credit derivatives - notional amount (BHC as beneficiary) 40,377 2 0 47,707
Credit derivative contrats w/ purchased credit protection - invest grade 53,179 0 0 4,849
Credit derivative contrats w/ purchased credit protection - subinvest grade 61,273 2 1,846 95,567
Interest rate futures & forward contracts 158,429 11,500 681 251,741
written options contracts (interest rates) 0 2,150 0 0
Purchased options contracts (interest rate) 166 2,150 0 0
Interest rate swaps 16,311 22,899 28,555 17,958
Futures and forward foreign exchange 177 0 0 0
written options contracts (FX) 0 0 0 0
purchased options contracts (FX) 0 0 0 0
FX swaps 6,729 0 1,407 0
Commodity and other futures and fwd contracts 6,627 0 19 3,675
\Written options contracts (commodity and other) 5,125 0 15 146,763
Purchased options contracts (commodity and other) 4,167 99 15 139,970
Commodity and other swaps 67,174 0 0 0
Off-Balance sheet & Derivatives (2018, $mn)

Loan commitments 1,010 3,384 3,258 89,272
Standby letters of credit 7 1,079 305 3
Commercial and similar letters of credit 0 10 0 0
Securities lent 45,829 0 43,969 47,635
Credit derivatives - notional amount (BHC as guarantor) 21,615 939 0 0
Credit derivatives - notional amount (BHC as beneficiary) 34,317 4,937 0 58,754
Credit derivative contrats w/ purchased credit protection - invest grade 35,320 5,482 0 8,317
Credit derivative contrats w/ purchased credit protection - subinvest grade 50,478 392 4,502 58,088
Interest rate futures & forward contracts 240,330 19,632 1,229 217,525
written options contracts (interest rates) 3,000 0 0 0
Purchased options contracts (interest rate) 2,787 0 0 0
Interest rate swaps 17,732 16,868 29,341 25,711
Futures and forward foreign exchange 760 0 0 0
written options contracts (FX) 0 0 0 0
purchased options contracts (FX) 0 0 0 0

FX swaps 5,340 0 1,762 0
Commodity and other futures and fwd contracts 3,911 625 5 5,624
Written options contracts (commodity and other) 3,693 51,107 0 174,475
Purchased options contracts (commodity and other) 7,082 54,797 0 161,476
Commodity and other swaps 42,781 0 0 0

23,803
1,622
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29,498
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2
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978
975
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115
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1,560
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Source: Company data (IHC disclosure), Morgan Stanley Research
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revenues. Equity Research analysts' or strategists' compensation is not linked to investment banking or capital markets transactions performed by Morgan
Stanley or the profitability or revenues of particular trading desks.

Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making, providing
liquidity, fund management, commercial banking, extension of credit, investment senices and investment banking. Morgan Stanley sells to and buys from
customers the securities/instruments of companies cowvered in Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt
of the Company or instruments discussed in this report. Morgan Stanley trades or may trade as principal in the debt securities (or in related derivatives) that
are the subject of the debt research report.

Certain disclosures listed abowe are also for compliance with applicable regulations in non-US jurisdictions.

STOCK RATINGS

Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). Morgan
Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of
buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since Morgan Stanley Research
contains more complete information conceming the analyst's views, investors should carefully read Morgan Stanley Research, in its entirety, and not infer the
contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as investment advice. An investor's decision to buy or sell a
stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations.

Global Stock Ratings Distribution

(as of May 31, 2020)

The Stock Ratings described below apply to Morgan Stanley's Fundamental Equity Research and do not apply to Debt Research produced by the Firm.

For disclosure purposes only (in accordance with FINRA requirements), we include the category headings of Buy, Hold, and Sell alongside our ratings of
Owerweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cower. Overweight,
Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative weightings (see definitions below).
To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy recommendation; we correspond Equal-weight and
Not-Rated to hold and Underweight to sell recommendations, respectively.

COVERAGE UNIVERSE INVESTMENT BANKING CLIENTS (IBC) OTHER MATERIAL
INVESTMENT SERVICES
CLIENTS (MISC)

STOCK RATING COUNT % OF COUNT % OF % OF COUNT % OF

CATEGORY TOTAL TOTAL IBC RATING TOTAL

CATEGORY OTHER

MISC

Overweight/Buy 1220 38% 317 43% 26% 550 37%

Equal-weight/Hold 1433 45% 336 46% 23% 687 47%

Not-Rated/Hold 5 0% 1 0% 20% 4 0%

Underweight/Sell 554 17% 79 1% 14% 227 15%
TOTAL 3,212 733 1468

Data include common stock and ADRs currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received investment
banking compensation in the last 12 months. Due to rounding off of decimals, the percentages provided in the "% of total" column may not add up to exactly
100 percent.

Analyst Stock Ratings

Owerweight (O). The stock's total retumn is expected to exceed the average total retum of the analyst's industry (or industry team's) coverage universe, on a
risk-adjusted basis, over the next 12-18 months.

Equal-weight (E). The stock's total retum is expected to be in line with the average total retum of the analyst's industry (or industry team's) coverage universe,
on a risk-adjusted basis, over the next 12-18 months.

Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock’s total retum relative to the average total retum of the analyst's
industry (or industry team's) coverage universe, on a risk-adjusted basis, ower the next 12-18 months.

Underweight (U). The stock’s total retum is expected to be below the average total retumn of the analyst's industry (or industry team's) coverage universe, on a
risk-adjusted basis, over the next 12-18 months.

Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

Analyst Industry Views

Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad
market benchmark, as indicated below.

In-Line (1): The analyst expects the performance of his or her industry coverage universe ower the next 12-18 months to be in line with the relevant broad market
benchmark, as indicated below.

Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market
benchmark, as indicated below.

Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe -
MSCI Europe; Japan - TOPIX, Asia - relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers

Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Bamey
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LLC or Morgan Stanley or any of their affiliates, are available on the Morgan Stanley Wealth Management disclosure website at
www.morganstanley.com/online/researchdisclosures. For Morgan Stanley specific disclosures, you may refer to
www.morganstanley.com/researchdisclosures.

Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Bamey LLC. This review and approval is conducted
by the same person who reviews the Equity Research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures

Morgan Stanley & Co. Intemational PLC and its affiliates have a significant financial interest in the debt securities of Ally Financial Inc, American Express
Company, Bank of America, BNY Mellon, Capital One Financial Corporation, CIT Group Inc., Citigroup Inc., Citizens Financial Group, Inc, Comerica Inc,
Discover Financial Senices, Goldman Sachs Group Inc, Huntington Bancshares, J.P.Morgan Chase & Co., M&T Bank Corp., Northem Trust Corp., People's
United Financial, Inc., PNC Financial Senices, Santander, Synchrony Financial, Truist Financial Corp, U.S. Bancorp, Wells Fargo & Co..

As of June 26, 2020, State Street Corporation beneficially owned 5% or more of a class of common equity securities of Morgan Stanley.

A member of Research who had or could have had access to the research prior to completion owns securities (or related derivatives) in the Goldman Sachs
Group Inc. This person is not a research analyst or a member of research analyst's household.

Morgan Stanley Research policy is to update research reports as and when the Research Analyst and Research Management deem appropriate, based on
developments with the issuer, the sector, or the market that may have a material impact on the research views or opinions stated therein. In addition, certain
Research publications are intended to be updated on a regular periodic basis (weekly/monthly/quarterly/annual) and will ordinarily be updated with that
frequency, unless the Research Analyst and Research Management determine that a different publication schedule is appropriate based on current conditions.
Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the
meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act.

Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other
factors. For all research available on a particular stock, please contact your sales representative or go to Matrix at http://www.morganstanley.com/matrix.
Morgan Stanley Research is provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley to
clients. Certain, but not all, Morgan Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through
altemate electronic means as a convenience. For access to all available Morgan Stanley Research, please contact your sales representative or go to Matrix at
http://www.morganstanley.com/matrix.

Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By accessing
and/or using Morgan Stanley Research, you are indicating that you have read and agree to be bound by our Terms of Use
(http://www.morganstanley.com/terms.html). In addition you consent to Morgan Stanley processing your personal data and using cookies in accordance with
our Privacy Poalicy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.html), including for the purposes of setting your preferences
and to collect readership data so that we can deliver better and more personalized senice and products to you. To find out more information about how Morgan
Stanley processes personal data, how we use cookies and how to reject cookies see our Privacy Policy and our Global Cookies Palicy
(http://www.morganstanley.com/privacy_pledge.html).

If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies
please do not access our research.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the
circumstances and objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and
strategies, and encourages investors to seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's
circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and
certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the solicitation
of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary
because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or
financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in securities/instruments
transactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be
realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company's
securities/instruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received
compensation based upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading
and capital markets profitability or revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists' or economists'
compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues of particular
trading desks.

The "Important Regulatory Disclosures on Subject Companies” section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley
owns 1% or more of a class of common equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley
may have an investment of less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different
from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have
investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways different from those
discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.

With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to
use reliable, comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or
information in Morgan Stanley Research change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views
presented in Morgan Stanley Research have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business
areas, including investment banking personnel.

Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the
company of associated expenses unless pre-approved by authorized members of Research management.

Morgan Stanley may make investment decisions that are inconsistent with the recommendations or views in this report.

To our readers based in Taiwan or trading in Taiwan securities/instruments: Information on securities/instruments that trade in Taiwan is distributed by Morgan
Stanley Taiwan Limited ("MSTL"). Such information is for your reference only. The reader should independently evaluate the investment risks and is solely
responsible for their investment decisions. Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without
the express written consent of Morgan Stanley. Any non-customer reader within the scope of Article 7-1 of the Taiwan Stock Exchange Recommendation
Regulations accessing and/or receiving Morgan Stanley Research is not permitted to provide Morgan Stanley Research to any third party (including but not
limited to related parties, affiliated companies and any other third parties) or engage in any activities regarding Morgan Stanley Research which may create or
give the appearance of creating a conflict of interest. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is
not to be construed as a recommendation or a salicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these
securities/instruments.

Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does
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not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall hawe the relevant qualifications to invest in
such securities and shall be responsible for obtaining all relevant approvals, licenses, \erifications and/or registrations from the relevant governmental
authorities themselves. Neither this report nor any part of it is intended as, or shall constitute, provision of any consultancy or advisory senice of securities
investment as defined under PRC law. Such information is provided for your reference only.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A. located at Av. Brigadeiro Faria Lima, 3600, 6th floor, S&o Paulo - SP,
Brazil; and is regulated by the Comiss&o de Valores Mobiliarios; in Mexico by Morgan Stanley México, Casa de Bolsa, S.A. de C.V which is regulated by
Comision Nacional Bancaria y de Valores. Paseo de los Tamarindos 90, Torre 1, Col. Bosques de las Lomas Floor 29, 05120 Mexico City; in Japan by
Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities related research reports only, Morgan Stanley Capital Group Japan Co., Ltd; in Hong Kong
by Morgan Stanley Asia Limited (which accepts responsibility for its contents) and by Morgan Stanley Asia Intemational Limited, Hong Kong Branch; in
Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 1992062982) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd
(Registration number 200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and should be
contacted with respect to any matters arising from, or in connection with, Morgan Stanley Research) and by Morgan Stanley Asia Intemational Limited,
Singapore Branch (Registration number T11FC0207F); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan
Stanley Australia Limited A.B.N. 67 003 734 576, holder of Australian financial senices license No. 233742, which accepts responsibility for its contents; in
Australia to "wholesale clients" and "retail clients" within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia
Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial senices license No. 240813, which accepts responsibility for its contents; in Korea by Morgan
Stanley & Co Intemational plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited; in Indonesia by PT. Morgan Stanley Sekuritas
Indonesia; in Canada by Morgan Stanley Canada Limited, which has approved of and takes responsibility for its contents in Canada; in Germany and the
European Economic Area where required by Morgan Stanley Europe S.E., regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by
Morgan Stanley, S.V., S.A., a Morgan Stanley group company, which is supenised by the Spanish Securities Markets Commission (CNMV) and states that
Morgan Stanley Research has been written and distributed in accordance with the rules of conduct applicable to financial research as established under
Spanish regulations; in the US by Morgan Stanley & Co. LLC, which accepts responsibility for its contents. Morgan Stanley & Co. Intemational plc, authorized
by the Prudential Regulatory Authority and regulated by the Financial Conduct Authority and the Prudential Regulatory Authority, disseminates in the UK
research that it has prepared, and approves solely for the purposes of section 21 of the Financial Senices and Markets Act 2000, research which has been
prepared by any of its affiliates. RMB Morgan Stanley Proprietary Limited is a member of the JSE Limited and A2X (Pty) Ltd. RMB Morgan Stanley Proprietary
Limited is a joint venture owned equally by Morgan Stanley Intemational Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly
owned by FirstRand Limited. The information in Morgan Stanley Research is being disseminated by Morgan Stanley Saudi Arabia, regulated by the Capital
Market Authority in the Kingdom of Saudi Arabia , and is directed at Sophisticated investors only.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. Intemational plc (DIFC Branch), regulated by the Dubai
Financial Senices Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial senices to
which this research relates will only be made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. Intemational plc (QFC Branch), regulated by the Qatar
Financial Centre Regulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail
Customers as defined by the QFCRA.

As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of
investment advisory activity. Investment advisory senice is provided exclusively to persons based on their risk and income preferences by the authorized firms.
Comments and recommendations stated here are general in nature. These opinions may not fit to your financial status, risk and retum preferences. For this
reason, to make an investment decision by relying solely to this information stated here may not bring about outcomes that fit your expectations.

The trademarks and senice marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no
warranties or representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not hawe liability for any damages relating
to such data. The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P.

Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.

Indicators and trackers referenced in Morgan Stanley Research may not be used as, or treated as, a benchmark under Regulation EU 2016/1011, or any other
similar framework.

INDUSTRY COVERAGE: Large Cap Banks & Consumer Finance

COMPANY (TICKER) RATING (AS OF) PRICE* (06/25/2020)

Betsy L. Graseck, CFA

AllyFinancial Inc (ALLY.N) 0O (05/28/2020) $20.50
American Express Company (AXP.N) 0(04/25/2019) $97.85
Bank of America (BAC.N) 0(04/23/2013) $24.72
BNY Mellon (BK.N) U (07/08/2019) $38.15
Capital One Financial Corporation (COF.N) E (09/08/2017) $67.04
Citigroup Inc. (C.N) 0(11/14/2016) $52.68
Discover Financial Services (DFS.N) 0(01/28/2014) $52.06
Goldman Sachs Group Inc (GS.N) E (11/21/2018) $207.10
J.P.Morgan Chase & Co. (JPMN) 0 (07/05/2017) $97.96
Northern Trust Corp. (NTRS.O) E (06/08/2020) $78.44
PNC Financial Senices (PNC.N) E (07/25/2013) $106.45
Regions Financial Corp (RF.N) E (02/11/2016) $11.65
Santander Consumer USAHoldings Inc (SC.N) E (12/20/2016) $18.87
State Street Corporation (STT.N) U (07/08/2019) $64.16
Synchrony Financial (SYF.N) E (09/08/2017) $22.75
Truist Financial Corp (TFC.N) E (01/07/2018) $38.55
U.S. Bancorp (USB.N) U (11/14/2016) $38.05
Wells Fargo & Co. (WFC.N) E (07/02/2018) $27.37

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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INDUSTRY COVERAGE: Midcap Banks

COMPANY (TICKER) RATING (AS OF) PRICE" (06/25/2020)
Ken A Zerbe, CFA
Bank OZK (OZK.0) E (10/19/2018) $23.51
BankUnited Inc (BKU.N) E (09/18/2018) $20.39
BOK Financial Corp (BOKF.O) E (06/20/2011) $55.98
Cadence Bancorp (CADE.N) E (09/25/2018) $8.55
CIT Group Inc. (CIT.N) E (03/27/2017) $21.83
Citizens Financial Group, Inc (CFG.N) 0(11/03/2014) $25.26
Comerica Inc (CMAN) E (11/26/2019) $38.68
Commerce Bancshares (CBSH.O) U (09/20/2016) $59.42
Cullen/Frost Bankers (CFR.N) U (11/12/2018) $73.89
East West Bancorp, Inc. (EWBC.O) 0(07/01/2019) $36.35
Fifth Third Bancorp (FITB.O) E (07/05/2016) $20.50
First Horizon National (FHN.N) $10.23
First Republic Bank (FRC.N) E (11/16/2016) $108.18
Huntington Bancshares (HBAN.O) E (12/10/2015) $9.89
KeyCorp (KEY.N) E (04/07/2020) $12.91
M&T Bank Corp. (MTB.N) E (04/04/2011) $105.14
New York Community Bancorp, Inc (NYCB.N) U (03/11/2019) $10.42
People's United Financial, Inc. (PBCT.O) E (06/05/2017) $11.45
Prosperity Bancshares Inc (PB.N) E (06/05/2017) $57.23
Signature Bank (SBNY.O) 0O(07/01/2019) $105.49
S\B Financial Group (SIVB.O) 0(11/11/2015) $215.00
Synows Financial Corp. (SNV.N) 0O(11/12/2018) $20.71
TCF Financial Corp. (TCF.O) E (08/16/2019) $29.17
Valley National Bancorp (MLY.O) E (08/07/2012) $7.72
Webster Financial Corp (WBS.N) E (07/01/2019) $28.07
Zions Bancorp (ZION.O) E (11/16/2016) $34.25

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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