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A Tripling of Capital Reserves
Basel III is one of  the most important regulatory reforms to emerge from the financial crisis. It effectively triples the size of  the 
capital reserves that the world’s banks must hold against losses by setting higher key capital ratios. But some bankers fear that if  the 
implementation deadlines are too short, lending could be curtailed, thus cutting economic growth. Banks are required to phase in 
the new rules from January 2013 to January 2019, tripling their core tier one capital ratios to 7 per cent by 2019. 

U.S. Adopts Final Rules
Last week, the Federal Reserve Board, the Federal Deposit Insurance Corporation (FDIC) and the Office of  the Comptroller of  
the Currency (OCC) adopted a final rule to strengthen the leverage ratio standards for the largest U.S. banking organizations, i.e., 
top-tier bank holding companies with more than $700 billion in consolidated total assets or more than $10 trillion in assets under 
custody (covered bank holding companies, or “BHCs”) and their insured depository institution (IDI) subsidiaries. 

According to the Federal Reserve Board announcement:  BHCs must maintain a leverage buffer greater than 2 percentage points 
above the minimum supplementary leverage ratio requirement of  3 percent, for a total of  more than 5 percent, to avoid restrictions 
on capital distributions and discretionary bonus payments. IDI subsidiaries of  covered BHCs must maintain at least a 6 percent 
supplementary leverage ratio to be considered “well-capitalized” under the agencies’ prompt corrective action framework. The 
final rule has an effective date of  January 1, 2018, and currently applies to eight large U.S. banking organizations that meet the size 
thresholds and their IDI subsidiaries. 

Globally, Banks Missing Their Deadlines
One leading bank in Africa has announced that its June 2014 deadline for 
complying with Basel III requirements will not be met, and an Asian reserve bank 
has already extended its timeline for full implementation of  the Basel III capital 
regulations by a year to March 31, 2019. 

These timeline extensions reflect industry-wide concerns about the potential 
stresses that the regulatory implementation will have on asset quality and the 
consequential impact on the performance and profitability of  Basel III-regulated 
banks. 

BANKS UNDER “STRESS” AS BASEL III DEADLINES NEAR
Basel III — the global, “voluntary” banking regulatory agreement entered into by members of the Basel Committee on Banking 
Supervision — is both complex and confusing. It requires a lexicon of its own just to interpret the terminology: ESLR, SCCL, SIFI, 
QCCP, G-SIB and D-SIB — to name a few — and its various deadlines have been extended — sometimes for years — for different 
parts of this compliance behemoth. Now, some global players are announcing that they are not likely to meet their coming interim 
deadlines.


