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Congress is ouf of session ahead of the holiday, so the policy calendar is relatively light this week. The Federal Deposit
Insurance Corporation’s (FDIC) Board of Directors, however, is scheduled to meet this week and is scheduled to propose a
change in bank capital rules which we think is positive for banks under $10 billion in assets. The Board is also scheduled to
finalize changes to the Enhanced Supplementary Leverage Ratio (eSLR) and Total Loss-Absorbing Capacity (TLAC)
requirements.

In anticipation of the holiday, Happy Thanksgiving to all of our great clients and colleagues!

The FDIC’s Board of Directors will meet on Tuesday. The meeting’s agenda includes two items which have been telegraphed for a
while. The news might already be priced into bank stocks, but we view the meeting as positive for banks, nonetheless.

e Communify Bank Leverage Ratio (CBLR) — The CBLR, which was created by the Crapo Bill (Section 2155), allows banks under
$10 billion in assets to opt out of the risk-based capital framework and maintain a Tier 1 leverage ratio of not less than eight

percent or more than 10 percent. Banking regulators have set the CBLR at nine percent. We expect the FDIC will propose
lowering the minimum requirement to eight percent. Most changes in banking regulation that have so far been proposed by
the Trump administration have benefitted larger banks more than smaller institutions. The CBLR proposal is intended to
benefit community banks, and we view it as positive for smaller banks.

e Enhanced Supplementary Leverage Ratio, Total Loss-Absorbing Capacity, and Long-term Debt Requirements — The FDIC will

also vote on a final rule regarding the eSLR and TLAC requirements. The initial proposal applies to Global Systemically
Important Banks (G-SIBs). This proposal would modify G-SIBs’ eSLR buffer standard to equal 50 percent of the bank holding
company’s method 1 surcharge, as determined by the Federal Reserve’s risk-based capital surcharge framework. The TLAC
proposal was intended to maintain alignment between the two requirements. We do not anticipate significant changes to
the proposal in the final rule.
o We view the eSLR as part of the administration’s agenda to drive down interest rates (i.e. financial repression). The
changes in the rule could increase demand by the largest banks for U.S. Treasuries, which could in turn pressure
yields lower.

Subscribe to Our Podcast!
Season 4 of the Potomac Perspective podcast is underway! To access a broader discussion of these and
STIFEL ..... | _ othertopics, please download and listen to the latest episode of our Potomac Perspective podcast.
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DISCLAIMER

This material is prepared by the Washington Policy Strategy Group of Stifel, Nicolaus & Company, Incorporated (“Stifel”). This material
is for informational purposes only and is not an offer or solicitation to purchase or sell any security or instrument or to participate in
any trading strategy discussed herein. The information contained is taken from sources believed to be reliable but is not guaranteed
by Stifel as to accuracy or completeness. The opinions expressed are those of the Washington Policy Strategy Group and may differ
from those of other departments that produce similar material and are current as of the date of this publication and are subject to
change without notice. Past performance is not necessarily a guide to future performance. Stifel does not provide accounting, tax or
legal advice and clients are advised to consult with their accounting, tax or legal advisors prior to making any investment decision.
Additional Information Available Upon Request. Stifel Nicolaus & Company, Incorporated is a broker-dealer registered with the United
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