
On November 1, 2012, the Financial Stability 
Board (FSB) released its 2012 list of 28 Global 
Systemically Important Banks (G-SIBs) as 
part of its periodic assessment. BBVA and 
Standard Chartered were added to the 2012 
G-SIB list. Commerzbank and Lloyds were 
dropped due to reduced systemic influence, 
and Dexia was also dropped because it is 
undergoing an orderly resolution process. 

For the first time, the announcement was 
accompanied by an allocation of the G-SIBs to 
specific capital buffers requirements. While 
no banks were assigned to the highest buffer 
category (3.5%), Citigroup, Deutsche Bank, 
HSBC and JPMorgan Chase were allocated to 
the next highest 2.5% buffer category (See 
Appendix). 

The G-SIB list will continue to be updated 
annually by the FSB based on new data. G-
SIBs will be subject to incremental Common 
Equity Tier 1 (CET1) capital requirements 
ranging from 1% to 3.5%. Further, such firms 
will be required to meet resolution planning 
requirements.  

The G-SIB capital buffer is subject to a phase-
in period beginning in 2016 for G-SIBs named 
in the November 2014 report. Full 
implementation is targeted by January 2019. 
With the application of the G-SIB buffer, this 
group of banks will be subject to minimum 
CET1 requirements that will range from 8% to 
13%, including the countercyclical buffer, 
upon completion of Basel III implementation 
in 2019.  

In the US, the G-SIB surcharge was 
mentioned in the proposed Enhanced 
Prudential Standards under Dodd-Frank 
Section 165, as well as in the Basel III NPR of 

June 2012. In both cases, the Federal Reserve 
indicated its intention to implement the 
surcharge in line with the FSB’s timeline. 

With this update to the G-SIB list, and 
expansion of the SIFI framework to include 
institutions that pose domestic systemic risks 
(D-SIBs), further discussed below, the stage is 
set for the Federal Reserve to release a US 
rule that will implement the surcharge for US 
G-SIBs. In line with the D-SIB framework, the 
Office of the Comptroller of the Currency 
(OCC) is also evaluating whether to propose a 
similar surcharge for systemically important 
national banks. 

In addition to higher minimum capital and 
resolution planning requirements, G-SIBs are 
also subject to higher standards around risk 
management, risk governance, internal 
controls and data aggregation capabilities. 

The evolution of SIFI 
standards 

In response to the financial crisis, the FSB 
designated certain institutions, believed to be 
critical to the financial markets or deeply 
woven into the fabric of the global financial 
system, as Systemically Important Financial 
Institutions (SIFIs).  

The term SIFI refers to financial institutions 
that due to their size, complexity and 
interconnectedness pose a disproportionately 
large risk to the financial system in a 
particular geography. Since 2010, the term 
has evolved to reflect distinctions based on 
geographic interconnectedness and on the 
sub-sector of the financial services industry in 
which the institution participates. 
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In terms of geographic reach, there is a 
distinction between Globally Systemically 
Important Financial Institutions (G-SIFIs) and 
Domestically Systemically Important Financial 
Institutions (D-SIFIs). For D-SIFIs, the degree 
of interconnectedness is generally limited to a 
particular jurisdiction, while that of a G-SIFI is 
significant across many of the key financial 
centers in the US, Europe and Asia. 

The term SIFI has also been adapted to refer 
specifically to either banks (SIB), insurers (SII) 
or other non-bank, non-insurer financial 
institutions. The combination of the 
geographic and sector dimensions gives rise to 
terminology such as G-SIB, D-SIB, and G-SII 
that is increasingly being used by supervisors 
and standard setters across the world. 

The methodology for the designation of SIFIs 
was first defined by the Basel Committee on 
Banking Supervision (BCBS) in October, 2011. 
This methodology is primarily based on five 
indicators that combine quantitative and 
qualitative information including size, 
interconnectedness, available substitutes, 
global activity and complexity.  

The SIFI framework has been expanded to 
include institutions that pose domestic 
systemic risks (D-SIBs). The FSB and BCBS 
released in October 2012 a principles-based 
minimum framework that national supervisors 
should begin to apply to address risks 
associated with D-SIBs. 

With respect to insurers, the International 
Association of Insurance Supervisors (IAIS) 
issued a proposal for the identification of 
Global Systemically Important Insurers (G-
SIIs) as well as policy measures to be applied 
to G-SIIs. The FSB plans to designate the 
initial group of G-SIIs by April 2013. See PwC 
FS Reg Brief: G-SIIs vs. G-SIFIs: Lines Blur 
Between Insurance and Banking (July 2012) 
for a more in-depth discussion of the G-SIIs 
assessment methodology. 

A similar proposal for non-bank, non-insurer 
SIFIs is expected to be released in 2013 by the 
FSB in collaboration with the International 
Organization of Securities Commissions 
(IOSCO). 

In the US, the Federal Reserve already 
proposed Enhanced Prudential Standards 
(EPS) under Dodd-Frank Sections 165 and 166 

for US Bank Holding Companies that meet the 
US SIFI definition (i.e., consolidated assets of 
$50 billion or more) and for Non-bank 
Financial Companies designated as 
systemically important by the Financial 
Stability Oversight Council (FSOC). The 
Federal Reserve has yet to issue SIFI standards 
for systemically important foreign banking 
organizations that have banking operations in 
the US. 

How are G-SIBs designated? 

The process for the designation of G-SIBs 
includes the application of quantitative and 
qualitative approaches. Institutions are first 
evaluated using an indicator-based approach 
that gives equal weight to five categories of 
systemic importance covering size, 
interconnectedness, available substitutes, 
global activity and complexity. Each one of the 
five categories contains indicators that are 
considered in the evaluation. 

The indicator-based approach developed by 
the BCBS is complemented by a qualitative 
analysis that is supported by supervisory 
judgment. However, any overrides based on 
supervisory judgment are only intended to be 
applied on an exception basis, and are subject 
to international peer review. 

The assessment results in the designation of a 
bank as a G-SIB, including its allocation to one 
of five categories associated with a CET1 buffer 
requirement ranging from 1% to 3.5%. 

Expansion of the SIFI 
framework to D-SIBs 

To address the externalities associated with 
systemically important domestic banks in a 
consistent way across jurisdictions, the BCBS 
and FSB released a set of twelve principles that 
national regulators should adopt as they 
develop the SIFI framework for their 
geographies. 

These D-SIB principles are designed to allow 
national regulators the flexibility to design a 
SIFI framework that is tailored to the 
characteristics of the local financial system. 
These principles can be categorized into those 
focused on the assessment methodology and 
those focused on the determination of the 
capital surcharge. At a high level, the factors 
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that national regulators should consider in the 
designation of D-SIBs are conceptually the 
same as those in the G-SIB framework and 
include size, interconnectedness, 
substitutability and complexity. 

The D-SIB framework is not prescriptive about 
the capital surcharges that national regulators 
should impose on D-SIBs and, for G-SIBs that 
are also designated as D-SIBs, it recommends 
authorities to apply the highest of both capital 
surcharges, but not both. Also in line with the 
G-SIB framework, the BCBS recommends 
capital surcharges for D-SIBs to be met 
completely by CET1. It is yet to be determined 
how the D-SIB framework will be implemented 
by each national regulator. 

The D-SIB framework would also be applied to 
banking subsidiaries of financial groups that 
are designated as D-SIBs or G-SIBs in their 
home jurisdiction. In these situations, each 
national regulator will look for the parent bank 
or subsidiary under their oversight to meet the 
additional capital requirements on a stand-
alone basis. 

More intense and effective SIFI 
supervision – the beginning of 
Basel 3.5? 

In addition to the additional capital and 
resolution planning requirements for G-SIBs, 
the FSB is of the view that more intense and 
effective SIFI supervision is necessary. Thus, it 
provided a set of recommendations in this area 
in its November 2012 progress report to the 
G20. The focus of the recommendations for 
banks is the areas of governance, stress testing, 
risk culture and operational risk. 

Some of the recommendations around 
governance and stress testing are familiar to 
US SIFIs subject to the EPS under Dodd-
Frank, although the FSB is explicit about 
succession planning and the need for a formal 
assessment of a bank’s risk culture, which are 
not covered by the US EPS proposal. 

From a capital standpoint, large operational 
loss events of the recent past as well as the risk 
profile of some of the SIFIs have influenced a 
recommendation to the BCBS to update its 
capital requirements for operational risk by 
the end of 2014, which could mark the largest 

change to the capital accord since the Basel III 
framework was introduced in 2010. 

How should G-SIBs respond to 
the increased requirements? 

Banks expecting to be on the November 2014 
G-SIB list should budget for incremental 
capital builds in their capital frameworks and 
plans as early as 2013, similar to the way most 
banks incorporated Basel III pro-forma ratios 
and analysis starting in 2011. 

While the requirements will be phased-in 
starting in 2016, investors’ expectations of 
capital ratios will likely be influenced by the G-
SIB buffer requirement. G-SIBs should be 
prepared to communicate to external 
stakeholders the estimated impact of the G-
SIB buffer on its capital adequacy and ability 
to maintain profitability and capital 
distribution targets. 

Large global financial groups on the G-SIB list, 
with subsidiaries in foreign jurisdictions that 
are likely to be designated as D-SIBs, should 
begin to quantify and analyze the potential 
impact of capitalizing both the parent and 
systemically important subsidiaries in 
different jurisdictions to SIFI levels. 

From the perspective of the recovery and 
resolution requirements for G-SIBs, the impact 
of the FSB report is limited, as most if not all 
G-SIBs have either developed or are currently 
developing recovery and resolution plans at 
the request of their home country regulators. 

Recent reports and rules such as the FSB G-
SIB report and the final rule on stress testing 
for SIFIs in the US have added some clarity 
around SIFI regulations and their impact on 
large banks. However, there is still 
considerable uncertainty around how SIFI 
regulation will be ultimately implemented 
across key jurisdictions, including the 
application of EPS to foreign banking 
organizations operating in the US. 

In the meantime, SIFIs should continue to 
pursue changes that will be required to adapt 
to known and probable new standards for 
capital, liquidity, and stress testing practices; 
complete the initial resolution planning effort; 
and evaluate the impact of these new 
standards to the business strategy and 
governance of the institution.
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Appendix. G-SIBs and required capital surcharges 

List of G-SIBs as of November 2012 allocated to buckets of required capital surcharges. 

Bucket 
(surcharge) 

G-SIBs 

5 

(3.5%) 
 No banks allocated to bucket 5  

4 

(2.5%) 

 Citigroup 

 Deutsche Bank 

 HSBC 

 JPMorgan Chase 

3 

(2.0%) 
 Barclays  BNP Paribas 

2 

(1.5%) 

 Bank of America 

 Bank of New York Mellon 

 Credit Suisse 

 Goldman Sachs 

 Mitsubishi UFJ FG 

 Morgan Stanley 

 Royal Bank of Scotland 

 UBS 

1 

(1.0%) 

 Bank of China 

 BBVA 

 Groupe BPCE 

 Group Credit Agricole 

 ING Bank 

 Mizuho Bank 

 Nordea 

 Santander 

 Societe Generale 

 Standard Chartered 

 State Street 

 Sumitomo Mitsui FG 

 Unicredit Group 

 Wells Fargo 

 
BBVA and Standard Chartered have been added to the 2012 G-SIB list. Dexia, Commerzbank and Lloyds have 
been removed from the list.  
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Additional information 
 

For additional information about PwC’s Financial Services Regulatory Practice and 
how we can help you, please contact:  

Dan Ryan  
Financial Services Regulatory Practice Chairman 
646 471 8488 
daniel.ryan@us.pwc.com 

Alison Gilmore 
Financial Services Regulatory Practice Marketing Leader 
646 471 0588 
alison.gilmore@us.pwc.com 
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To learn more about financial services regulation from your 
iPad or iPhone, click here to download PwC’s new 
Regulatory Navigator App from the Apple App Store. 

Follow us on Twitter @PwC_US_FinSrvcs 
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