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SV AT TN 70-n NOYNY DMDINS DITIRN YT-DY IPann 2013 920VIDY 2009 MPN
n9yn> Subordinated Debts Non-Cocos T893 550-1 noynd Y nipaxns nxnwina) Cocos
5w MPANN 80%-3 2009-2014 DMWA .*(Y1n 1N Senior unsecured debt 195YT Y1Y» 0 4.1-1
PV NP2 DYDOVPRN PN DMINNRN D¥PIAN TWUND ,DORNPN D32 »P-Dy waa Coco-n

For¥mwn odopaan omInR

91 AN PN (9T TN 175) Coco YY Mpann 9>n 2014 MWV DIXIND “DMHITIWN DIIN)
9-2 MPANN ,NNT DY TNY .(AYT TINODI 51-5 7PN MPAN 9PN NAY) 2013 MVYH NINNWNA 3
(Year to Year >92 nxnwn) 2014 MWD NRNWNA 44%-31 177 2015 MV S¥ DMIVYNRIN DXVTIN

LA0YT TINODM 105-)0 W 2015 NIV MPAIN 9PN 2 1D DXTIN MOIWYM

555 M9 XYY INX P3N NND NN DY NPNN warn) Coco-N DY OOTINNT PININND NIND
IYAND T PYIND INNRND INPAN IR MTTIVD MOWNN (DY INN X DD IV NN
92WNI ORIV 19) 12VN 2NN PIAN NN DIXND YOOI MNONIN MOVNNIN NIPON NX PN
YP2INNT (P20 NN MNIND MYXNNRI DN NNPNRIN MYNNND ONX,NM2Y INN MYSNNRI ON 2008
NPXNN a0 IWX N PR N1, BRRD -1 0w»5 npypnn YN apna nnt .Coco-n

Smbunn Y1 2395 HNVTIN MIN PIAN NMNPANIN 8% YW

DINMN MIIT,YPIN IINL YN DY THNDNY PN .T292 1NN HONY DI )NTY MWK YNNI 1910 ¥pIn 19N !

YPYN MILNY XOW MDY 01792 TY MDD TIXY 7290 NINK NIVN Y35 1AW DMI90NN
Lloyds exchange offer — November 2009

2

3 CoCos: a primer, BIS Quarterly Review, September 2013 43

4 Contingent Convertible Bonds (Cocos) Issued by European Banks, NR. 1912014

5  Global Credit Research - 24 Sep 2015, Announcement: Moody’s: Global issuance of contingent capital instruments drops by 44% year-on-year in first nine
months of 2015

6 EU Bank Recovery and Resolution Directive (BRRD): Frequently Asked Questions, Brussels, 15 April 2014
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Figure 4: Total Issuance by Year
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Figure 1: Equity to Assets
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Coco-n (CET1/RWA HSv 0'nn3) ¥999071 910D 9WN DYOITH 3 DINI NINMIND DRNNA

NPAN DY DTN NI NI NNMP TN IRNINDY 5.125% N AT1-D mon mimw 1o

NYMN IWRD ,PYINN DY DN TN DY NIATH NINK 1NN .1NT N0 NV DY DIXPYOIN

927 ,(Y9 TV XDD) ONNY NYPNY 2»N NN AT1-2 MO PYOINNY MN-5yW MYNP 9INa

oxnNN2 T25 0NN Coco-N AN . PYPD TN KOO PN IPINNY DX PYINN 21T TN PIA0NN

7 Basel Committee on Banking Supervision (2011): Basel I1I: A global regulatory framework for more resilient banks and banking systems, June
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By regulatory capital classification Ratio of CoCos with a 5.125% (CET1/RWA) trigger level®
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! Ratio of the valume of CoCos with a 5.125% (CET1/RWA) trigger level to the volume of all issued CoCos.

Sources: Bloomberg; Dealogic; authors” calculations.
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78PN NnY 27N (Loss absorption mechanism) 0 199070 NYOD HW PNIINN NHYIN .2
IRPIN PIN NN OV
2 IMIN DY THIN D11 DMMANND N ¥ Coco 955
Loss absorption mechanism (1)
2NN NN YA wr Trigger Level (2)
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Trigger-n

DYTOANN NPV NINN NIV NTIPIN) INIVN NITHN XN Coco-N HY D1IIINN DIMINNN TN
MDD L,V N DY A8N AWUND DNV INY N THN 90N D1 Coco -N .(Oyam
0N YT-5Y DY NPNY IMDI) 2N NPND D1 N AIVN .IN DMIINIVIN THX TYNRD DYNN
YA K D1 NIN NIV TYUNRD .NVDNT DY NYT NIPOYW INKD HYNIN NN 2150 (P9IN9D 11901
0 .(Risk-Weighted assets(RWA S 97m Myws nnnn 591 91an Hv asyn Pnn IWND
PINRN IWNRD 7VONIN P T-9Y Hyamn (PONV — Point of non-viability 0y nnon) nyTn Hpw
NOYINA N9 ¥ DN DXANNI THHNI) PIAN DY NYPO MDTN YN NI 11D NOWIY PHINND

.(Book Value Trigger 9{2>y2) YM>NN IX 2907 INION

(Loss absorption mechanism) ©>49901 H)°90 1m0
: MINAN DIV HONYN TN MYSNNI 2321 PN DX 19V NPND 91D DX TOINN N1OD DY ININN

mmnn v (CET1 — Common Equity Tierl) pxan o Coco-n Y mnn (1)
PPN (2) INION NN T MINN PHN (X) : DY DOINNA YaP N 512> (conversation rate)
.(2)-1 () MVLIVN P2 DY () VTN TIN

=N 12 D NI 2013 MHWN IPNN .NPONIX N1 (PWD) Coco-n D ypn npdnn »1-Dy (2)
2P0 5w NS NPPRn oy 1PN 2013 Ty pann Coco

99NN N7 .

MNT NN XN V92 Coco-N PYIN NPAN HHII NN NPAIN NP2 NPMNNN MONYN NNN
SV )12°0N MNI DX INNND DXWIPYNRN 132 ¥Y1DY 5120 DT NPT INRD PYIND DY IRIUND
200 NN DRIV WITTY RN HYI9D) PWINN

DY PYOHN YV IRIWRN NPT, D¥PIAN YW DYTIN DPYWIN NTH S&P INTINNY orNN
TN TOONN NNADY NIPON NN NAVNL NN WK forward-looking opinion nw»a XN YN

NI NPT DNNTIND (PX9NN DY MMININNN N> 51) PYINN DY MNMN NN TTIRN)

® Lloyds exchange offer — November 2009
° Bank Hybrid Capital And Nondeferrable Subordinated Debt Methodology And Assumptions, JANUARY
29, 2015
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S TN, S&P 95 020N VY (ICR) PPN YW 2NN N TH notch down Sw PONN Daya
799 ™M2) N BBB- NN 2293071 21T DX ,P9301N YW notches 2 nynd w1 03177250 D PWON
INT NIV ONNNA NPT notch PRYY 751 Tid IN BB- NN 229390 1T DX notches 3 N
MDY YON XY NYWNHNNY NNINN NNN NPND TIAN NPTN D NN S&P SW 7100 X NID)
VY PYONN DY I9NIDN NPTNN POND 90102 .Coco-N YP2Nn N2IVY (IaWN 2801) NN

;AT NPYIVON) DONNN PIIND NN 12T, 9I0) TN NPOD MMIND NN NIYNI N>ANY
(A1 T NPT IND (NPINHY 1IN

7PN NP WD) DONNDN DWPWN DPNTN DRI 1901 Y ¥asn 2013 mwn *pnn
-n NoYNY) 0N Coco-n Yo XY D IpNNnN 8N 97N Pa .Coco-2 Ypwnd (MYXa mHan
:30 Coco-N »PWoN HY NPT YNIY NPT MIAN HY NIXIN IDIND MO (DD NTN KD 50%

NTNAN XY NNTINND D2 NMY M2 Coco-n YW M MLININ DIV NIV (1)
P72

.DOWPYNN DY (MAYTY) MPITPNN NN NNWY HNIXIVIA ¥ M) NINN NYY DY INIVD (2)

20DTN TONN DY NYPNT 92T MDY MXTN-INRD DN NYTN DIPOYW LV (3)

-5y ¥¥1IW IPNNY NN M2 7279 Monn Coco YW IRIURD NPTIW DY PINN DI 1919
2015 920V90N (O>T1) INN IVTNOT

' CoCos: a primer, BIS Quarterly Review, September 2013 43
2015 72087 ,DOWPYNY MNN MINg P12 P
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Source: “Global Banking - Moody's Quarterly CoCo Maonitor.” Moody's Investor Services, 24 September 2015
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D97y DNIN YN Ty Trigger Level oy Coco .Trigger Level NN pawna 0ox0an 9WNd
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oy Coco , D77 DXNIND MY NNIN NNNY NN 7Y NON .NT IPIV RIY DXPYIN DI TYN
S5Y NNNNNY INIMY) DY DITOANN N1OD NNV INY M) MHIANDN Hya NIN N IV
(M3 70 8O YT Coco AWND 9N M) NPNY wITY Nt v bya Coco

NYINN O VPP BIRYNM) Coco -N YY) NPIND DY OXTOINN NNAD NN PNIY1 D)
SN MDY AR VYON TOND TN MR 997 XY Coco v »NO nxn Coco PWD ar1y»
PWD »9-5y CE clause 197y Coco -n oya , oo no .Coco -n *oya by Financial Distress

LDON 2NN NPINN DY (NPIN NN YON> NN DYYAPN DM INNND clause

0”9°979N DINSIN

-1 MINIWNY NI (2014 5319 2009 10 MpanY Hwra) PBIS »1-5y yoaw 9pnn nona
200 YPYWIN A MMNI 30 Coco-m INNPY T ,73an Y Pnn man oy mapy Coco
Yield ) Coco -n H¥ nyxmnn DRIWNN L (MNYKRI TN NNAND ) INNRN) 732N DY DOXNMININ
320 DY 2NN 2PWIN NN INY MM 1PNY MOLN NPANN TN (YTM — to Maturity
Non-Cocos -1 2.8%-21 ysmna nmax Coco Y NN NIT0 YW YTM-N " RN0) .90
IPNN IMNX NN .Senior unsecured debt-n AN NM2X 4.7%->1Subordinated Debts
IMN OV 112 NPT N SPYWIN TUNND INY MM NPND MY Coco-N MNIVN 7D RNN)
Subordinated Debt Syn Coco-n v (Spread) Nninny DXXIND DMPINN DINRINN) P9
Loss ) 0710900 n»90 ymm (2) Trigger Level (1) : Coco -2 D171 »Nwn Apya »on
TN MY N YTM oy nvnd mon PWD Coco » Ny .(absorption mechanism
Non- qwnn 3.9%-12 mmMa) PWD Coco v YTM -n y¥mna .CE Coco awnn npann
» R T .CE Coco Y¥ 2.5%-2 nXNwN1 2293 732 NN Dv Cocos Subordinated Debts
High- qwxn nponn 1ymna any 151 YTM n»nas oy nynd mon Low-trigger Coco
N Subordinated Debts »9 by High-trigger Coco v yxwnn Spread-n .trigger Coco
SV MMNN OYYA P PHNRVN OON | Nwynd NaoN . Low-trigger Coco Y 2.5% nmyo 3.6%
NP9YN2 P> NN *oN Coco-NY DINXAN 1IN ,190 BTIP ININY Coco-N MP2INN YWY 293NN
Coco-2 xy¥mn spread-n 9wNd CE Triggen Low-trigger S¥ D»annn NX 951510 1Y XN
NpPN2 9> »an Coco-N Nwin N¥pa .o NN Subordinated Debts »9-5y 2.3% NN 1Y 0N
-2 N8N spread-n IwNd PWD Triggen High-trigger Sv ©»axnn NN 991570 1Y XN

.0»NN Subordinated Debts »9-5y 3.6% X0 1t non Coco

: (@nNN3a) Non-Cocos Subordinated bonds %9 9y Coco v npoyna oaxn YTM nnn
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All | Conversion to

Equity (EC)
All
Low-Trigger"”’ 2.5 2.3 4.8
High-Trigger™ 3.6 35 3.6

Mechanical trigger level <6% (CET1/RWA) (1)
Mechanical trigger level >6% (CET1/RWA) (2)

71m) Norges Bank >1-5y 7w 2014 P 1y 2009 XN MPANTY IWNI ZANN 9PN
12-n N9YPNA DX 37 >T-5y Cocos PINN NAPN NNINA D PNN (727 DY 21INDN
N2NNN PANN 21N YR YR PO 74 P 0nYY H910N Face Value awnd mnv m»m
Lower Tier2 subordinated -1 1mmM2) »n Coco-n Sy MNIWNNY 7D N¥NI IPNN ININI 2013
Coco 0P 2 Spread-2 MY NXYN) IPNNN NN .01 MTIPI 350 M0 spread -1 ,debt
Pomw o pwon pav omv

: DM OPIAN NWIYY DY Spread-n NIND MXRYNN NN NPXN PPND NYIVN

Table 1: Average Spreads Observed in Secondary Market"

Issuer Coco  LlowerTier2  SeniorUnsec  CocoMin CocoMax CocoSD Coco lssue Date Conversion Type

Lloyds 671 Livy] 203 456 1162 18  |November 2009 ‘Equity Conversion
Rabobank 424 179 88 208 17 119 |March 2010 ‘Partial Perm Write Down
Intesa 903 338 U3 248 2508 471 |September 2010 ‘Temporary Write Down

# Source: Bloomberg, Basis Points over Swaps - Issuance Date until June 2014

.P29301N HY DMINKRN D>PWINN Y3 51N HX Coco-N P2 Spread 0P »d MXIY N NYIVLIN

DY DYPWINN AN DY N DI0TN IMNI ¥ Coco-n YW spread-n ¥ NINIY 1N PNY DX NN

" Contingent Convertible Bonds (Cocos) Issued by European Banks, NR. 1912014

TPON YOP NPAYNN 1900 PTY 9T T v X0 Coco-n Pww Ny nd ¥ nyv 3pnna onpnn 2
Mid -5 »on 19181 2vIn ©wonn Pa Spread-n .Coco-n YW »WNn PIva Tpnnn Ipnnn, 7290
.Swap Reference rate
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NPNY YT P29)0 YMN DY DMNWN DXPYINN DY NNNNNIY WIV IPNNN TI299) ,77930 1NN
Spread-n NNMNN YD XYM ,19-1DD .VNT HY 2NN PYIN Y HY NN TOONY DRNNA P9
MY DYPPA)NN P2 VIDTH NMIANDN TYND O)) NMT NN DNV D3N P2 Coco-N YV

(MNWN P29311N HY NN NPTV VIN

Figure 11: Lloyds Bank Spreads Figure 12: Rabobank Spreads
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Figure 14: Spreads of selected CoCos 2009-2014

Figure 13: Intesa Sanpaolo Spreads
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222390 Yv nynn PN CDS Spread »a-5y 229310 ymx Hv o> nr Subordinated Debt

23999100 Y INN N
PN DR PINKD PXNY XN HDI1ON YIWN TN N5I1ON NN N NN N Coco-n
RN PRINND 0NN DONINA (7320 DY NMIND PN 2NN NN PNNY N 121D N NIPON)
(combined TNX VY ANV DIVIY DY ,DNDN NIV MYSNNI NHYANI N TPNNIN
N TN YN VPN MYNNNNL DXTOAN NNADY 1NN NOND PXAND 19 Triggers)
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PpYna
DYPOIND P3N Y0 N NNIN TYUND 1V DTN MYNHNA ysannd 915> Coco-n NN
NV XON NN HOPPINHDY Coco - N YPMNN ,NPINN OHYA : DINAN OININ 3 P2 NNPNN 9Iva
.(unsecured debt)

799 (CAR) 120 oxNIN PN 0N QU PYIDNY 7nn) Coco - 13 2802 GUND NI 9IP8IN
V1N A 9N oxnna AN Coco-N dvyab 0PYYNn 91 (K2) 0101 990N MY nnnn
Wy omdwnn Mman Coco-n DIpNa subordinated debt Payn Pian XY N NN
B 97395 089 7330 Hv nvann

Wy Coco-N OoYa NN oY PNY OOYI NWIDY YW AUNRD) NPIND DYy DOWNN
NI VINMIN PNN IWRI 2320 o0 Yy Call n»son May 0vwnd v (subordinated debt
.(Coco + subordinated debt bv 55151 20n)

DY YIPN DY NRON NPPNN DY MIVANX H910N) Coco DY DY A¥NI NN YYD DVVNN
N N7 (K2 99v3) Coco-n Yp D nippnnny 75 ,C 970 DORNNA XN (NI0N NOYON
. Coco-n Y¥ 230N 2°59 TO2 PVINPNRN NIV

NI NNNN YT PIAN YD) DY DPYYN DD DAP> RO NYINN YA NN IMNNN L)1I-IND
.subordinated debt

DNXIVNN MW DY Wawn RO pannn Coco -N YW 0N NYWY NN 9INNNI NN NN
DXOON YV NN DY P wawn Coco-n HY VN NYY IS .subordinated debt Sv
PN OYYA P DOPHINN W) DN IWND ,subordinated debt »oyad NN AINNY VI
-1 PYNI INY WHNWN 2321 TUNRD DT NN OYad v oD oxrnna .Coco-n doyad
AN 712 XIN IIVN IWNRD 1O subordinated debt »9-5y Coco

: DDDWNN NIANY NONT
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Figure 1: Payoffs at tirtme T

P

B - INo Coco

01910) OPNMAVYN OY0VIYD )

MNXNIVYNN DD 19D 0 MO MIAYNHNND OMIMNDHN NPNY 08 ,COCO -n »PYon

DYYY VN MINK DYDID DNV NON IFRS »pn »ab 1M (US GAAP) 27082 DYpHn
Bapa bR RRIPR/a)mlv)

95 .US GAAP Sy DD12n NON DX PWINI NIV DY) HY DMADIN MNITL INNIVNN DI1VN
DI MAMNNND DIMNDN NPNY DININ NON DIPYIN ,27NIND DONPNN MIRNIVNN 5D
NPPNI NHMPY NPNI MIYIRD ORNNA ,PIN NV 19D IN) NNNN MDY 1290 TNV
1559 50 NN ,TIRPIINND NPPNA DONIN NND.(PYWINI NNWNRID NIONN TYINT TIRPIIIND
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