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Reserves in the U.S. banking system could increase by at least $720 billion CONTRIBUTORS
and at most by $2.3 trillion by summer. The assumption behind these figures
are the Fed's monthly asset purchase target of $120 billion, and the same plus
Treasury’s cash balances falling to zero if the debt ceiling binds, respectively.
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In today’s edition, we look at large U.S. bank’s ability to absorb these flows at
the bank operating subsidiary level, where reserves are not exempt from the
calculation of the SLR. The first three sets of charts show that the Fed’'s QE
and Treasury's fiscal largesse were absorbed in large part by only three banks:
J.P. Morgan, Citibank and Bank of America. Their pre-pandemic SLR buffers
and capital growth since the start of the pandemic — thanks to the Fed'’s ban
on stock buybacks — helped absorb close to 75% percent of reserves injected
by the Fed during 2020. If the U.S. banking system is like a Boeing 747 ...

...it's been flying with only three engines last year, as the fourth big depository
— Wells Fargo — hasn’t grown its balance sheet one penny. That's because
Wells Fargo is still subject to an asset growth ban for past missteps (see here).
Wells Fargo has plenty of excess capital at the bank operating company level,
but the ban on asset growth means that the bank can’'t add more reserves
without shrinking its dealer’s book — to keep assets at the holding company flat.

The ban was imposed on Chair Yellen's watch, and Secretary Yellen may get
involved in soon lifting that ban. War finance involves lots of central planning,
and freeing up balance sheet to fight the pandemic is good central planning...

If Wells Fargo's asset growth ban is finally lifted during the first half of this year,
and if the “four engines” are willing to run their bank-level SLRs down to 6.1%
—or 10 bps above the regulatory minimum — the four big banks could absorb
$900 billion of reserves. If Wells Fargo is still constrained, only $500 billion
(for capacity estimates using other SLR targets see the first chart on page 6).

That's based on banks’ Tier 1 capital levels as of the third quarter of 2020.
Assuming that J.P. Morgan, Citibank and Bank of America added $10 billion
of capital during the fourth quarter, the $500 billion becomes $700 billion — the
bank earnings season starts on Friday, so we'll know more about capital soon.

The resumption of stock buybacks this quarter will change the picture somewhat:
all banks except J.P. Morgan have excess capital at the holding company level
to return to shareholders. For J.P. Morgan, excess capital is at the bank opco,
where a $10 billion buyback would lower our $700 billion estimate to $500 billion.

Thus, unless Wells Fargo’s constraints are lifted, the coming tsunami of reserves

will go mostly to foreign banks and/or the Fed's RRP facility via money funds...
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product of the Credit Suisse Research Department and the view of the Investment Strategy Department may differ materially from the views
of the Credit Suisse Research Department and other divisions at Credit Suisse, even if it references published research recommendations.
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[Quarterly]: J.P. Morgan Chase Bank, N.A. (1)
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[Quarterly]: J.P. Morgan Chase Bank, N.A. (2)
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[Quarterly]: Citibank, N.A. (1)
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[Quarterly]: Citibank, N.A. (2)
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[Quarterly]: Bank of America, N.A. (1)

CREDIT SUISS

AN

E

$ billion
450
400
350
300 288
+
250
200
150
100
50
0
Starting TLE buffer "TLE" change Ending TLE buffer
December 31, 2019 since Covid-19 September 30, 2020
mmmmm Buffer [before and after Covid-19] Delta using old buffer = Delta using new capacity et Delta [TLE]

Source: FFIEC 031, Credit Suisse

[Quarterly]: Bank of America, N.A. (2)
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[Quarterly]: Wells Fargo & Company’s Asset Growth Ban Visualized
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[Quarterly]: Wells Fargo Bank, N.A.’s Untapped Balance Sheet Capacity
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[Quarterly]: U.S. Banks’ Balance Sheet Capacity Before Stock Buybacks
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[Quarterly]: J.P. Morgan’s Excess Capital is in the Bank
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[Quarterly]: J.P. Morgan’s Buybacks Will Reduce the Bank’s “TLE” Capacity
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[Daily]: U.S. Treasury’s Cash Balances at FRBNY
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[Weekly]: Large U.S. Banks’ HOLA Portfolios
$ trillion
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[Weekly]: Foreign Banks’ HOLA Portfolios Held in New York Branches
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[Daily]: The U.S. Banking System Has No Balance Sheet Constraints at the Moment
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Additional Important Information

This material has been prepared by the Investment Strategy Department personnel of Credit Suisse identified in this material as "Contributors"
and not by Credit Suisse's Research Department. The information contained in this document has been provided as general market
commentary only and does not constitute any form of personal advice, legal, tax or other regulated financial advice or service. It is intended
only to provide observations and views of the Investment Strategy Department, which may be different from, or inconsistent with, the
observations and views of Credit Suisse Research Department analysts, other Credit Suisse departments, or the proprietary positions of Credit
Suisse. Observations and views expressed herein may be changed by the Investment Strategy Department at any time without notice. Credit
Suisse accepts no liability for losses arising from the use or reliance on of this material. This material is not for distribution to retail clients and
is directed exclusively at Credit Suisse’s institutional clients.

FOR IMPORTANT DISCLOSURES on companies covered in Credit Suisse Global Markets Division research reports, please see
http://www.credit-suisse.com/researchdisclosures. To obtain a copy of the most recent Credit Suisse research on any company mentioned
please contact your sales representative or go to http://www.credit-suisse.com/researchandanalytics.

This material does not purport to contain all of the information that an interested party may desire and, in fact, provides only a limited view of a
particular market. It is not investment research, or a research recommendation for regulatory purposes, as it does not constitute substantive
research or analysis. This material is provided for informational purposes only and does not constitute an invitation or offer to subscribe for or
purchase any of the products or services mentioned.

The information provided is not intended to provide a sufficient basis on which to make an investment decision and is not a personal
recommendation or investment advice. While it has been obtained from or based upon sources believed by the trader or sales personnel to be
reliable, each of the trader or sales personnel and Credit Suisse does not represent or warrant its accuracy or completeness and is not
responsible for losses or damages arising from the use or reliance on of this material.

Where distribution of this material is subject to the rules of the U.S. Commodity Futures Trading Commission (“CFTC"), it is a “solicitation” of
derivatives business only as that term is used within CFTC Rule 1.71 and 23.605 promulgated under the U.S. Commodity Exchange Act (the
“CFTC Rules") where applicable, but is not a binding offer to buy/sell any financial instrument. The views of the author may differ from others
at Credit Suisse Group (including Credit Suisse Research).

Credit Suisse is acting solely as an arm’s length contractual counterparty and not as a financial adviser (or in any other advisory capacity
including tax, legal, accounting or otherwise) or in a fiduciary capacity. Any information provided does not constitute advice or a
recommendation to enter into or conclude any transaction. Before entering into any transaction, you should ensure that you fully understand
the potential risks and rewards and independently determine that it is appropriate for you given your objectives, experience, financial and
operational resources, and other relevant circumstances. You should consult with such advisers (including, without limitation, tax advisers, legal
advisers and accountants) as you deem necessary.

Credit Suisse Securities (Europe) Limited ("CSSEL") and Credit Suisse International ("CSI") are authorised by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority ("FCA") and the Prudential Regulation Authority under UK laws, which differ from
Australian Laws. CSSEL and CSI do not hold an Australian Financial Services Licence ("AFSL") and are exempt from the requirement to hold
an AFSL under the Corporations Act (Cth) 2001 ("Corporations Act") in respect of the financial services provided to Australian wholesale
clients (within the meaning of section 761G of the Corporations Act) (hereinafter referred to as “Financial Services”). This material is not for
distribution to retail clients and is directed exclusively at Credit Suisse's professional clients and eligible counterparties as defined by the FCA,
and wholesale clients as defined under section 761G of the Corporations Act. Credit Suisse (Hong Kong) Limited ("CSHK") is licensed and
regulated by the Securities and Futures Commission of Hong Kong under the laws of Hong Kong, which differ from Australian laws. CSHKL
does not hold an AFSL and is exempt from the requirement to hold an AFSL under the Corporations Act in respect of providing Financial
Services. Credit Suisse Equities (Australia) Limited (ABN 35 068 232 708) ("CSEAL") is an AFSL holder in Australia (AFSL 237237). In
Australia, this material may only be distributed to Wholesale investors as defined in the Corporations Act. CSEAL is not an authorised deposit
taking institution and products described herein do not represent deposits or other liabilities of Credit Suisse AG, Sydney Branch. Credit
Suisse AG, Sydney Branch does not guarantee any particular rate of return on, or the performance of any products described.

If this material is issued and distributed in the U.S., it is by Credit Suisse Securities (USA) LLC (“CSSU"), a member of NYSE, FINRA, SIPC
and the NFA, and CSSU accepts responsibility for its contents. Clients should contact sales coverage and execute transactions through a
Credit Suisse subsidiary or affiliate in their home jurisdiction unless governing law permits otherwise. Investment banking services in the United
States are provided by Credit Suisse Securities (USA) LLC, an affiliate of Credit Suisse Group. CSSU is regulated by the United States
Securities and Exchange Commission under United States laws, which differ from Australian laws. CSSU does not hold an AFSL and is
exempt from the requirement to hold an AFSL under the Corporations Act in respect of providing Financial Services. Credit Suisse Asset
Management LLC (CSAM) is authorised by the Securities and Exchange Commission under US laws, which differ from Australian laws.
CSAM does not hold an AFSL and is exempt from the requirement to hold an AFSL under the Corporations Act in respect of providing
Financial Services.

This report may not be reproduced either in whole or in part, without the written permission of Credit Suisse. All trademarks, service marks and
logos used in this document are trademarks or service marks or registered trademarks or service marks of Credit Suisse or its information
providers. All material presented in this document, unless specifically indicated otherwise, is under copyright to Credit Suisse or its information
providers. Copyright © 2021 Credit Suisse Group AG and/or its affiliates. All rights reserved.
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