DavisPolk

Basel Ill Leverage Ratio: U.S. Propos

American Add-on; Basel Committee
Proposes Important Denominator Ci

July 19, 2013 | Client Update

On the heels of publishing the U.S. Basel Ill final rule, the U.S. banking agencies have proposed higher leverage capital
requirements for the eight U.S. global systemically important banks (G-SIBs) and their insured depository institution
subsidiaries. The higher leverage capital requirements, which we are calling the American Add-on, build upon the
minimum Basel Ill supplementary leverage ratio in the U.S. Basel lll final rule.

Recently, the Basel Committee on Banking Supervision has proposed important changes to the Basel Il leverage ratio.
As expected, most of these changes relate to the denominator of the ratio, including how derivatives and securities
financing transactions should be taken into account and the scope of consolidation for inclusion of exposures in the
denominator. If adopted, the Basel Committee’s proposed changes may ultimately be reflected in U.S. Basel Il

Using visuals, tables and formulas, this memorandum discusses key aspects of the proposed American Add-on and
the Basel Committee’s proposed revisions to the Basel Il leverage ratio.
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If you have any questions regarding the matters covered in this publication, please reach
out to any of the lawyers listed below or your usual Davis Polk contact.

Luigi L. De Ghenghi Margaret E. Tahyar
+1 212 450 4296 +1 212 450 4379
luigi.deghenghi@davispolk.com margaret.tahyar@davispolk.com

This communication, which we believe may be of interest to our clients and friends of the firm, is for general
information only. It is not a full analysis of the matters presented and should not be relied upon as legal advice.

This may be considered attorney advertising in some jurisdictions. Please refer to the firm’s privacy notice for
further detalils.
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