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ABSTRACT 
 

This paper analyzes critical U.S. reforms in the wake of the 2008 financial crisis to assess 
the extent to which their dollar cost can be reliably ascertained for the very largest U.S. 
banking organizations at the end of 2013 and, then, to compare the cost of relevant 
rules to those in effect as the crisis began at the end of 2007.  Nothing in this paper 
addresses the policy or market impact of these rules nor judges whether any or all of 
them are warranted.  It is acknowledged that dollar costs for these rules may be 
appropriate and that benefits offsetting these costs – e.g., the extent to which the rules 
reduce the probability of another crisis —are often difficult to quantify.  Based on 
publicly-available data and a methodology detailed in this paper, conclusions are 
reached here to enhance understanding of costs that, regardless of the policy or 
prudential rationale for these rules, have significant earnings, market-configuration, and 
competitiveness implications.  We conclude that the current cost of those portions of 
the regulatory framework that can be reasonably quantified is $70.2 billion as of the end 
of 2013.  This represents an increase of $35.5 billion from year-end 2007, an increase of 
102 percent.   
 
Pending regulatory initiatives analyzed in this paper will likely add to these costs.  
However, these costs are difficult to quantify on a reliable and comparable basis 
drawing only on publicly-available data.  Rules that may have significant qualitative 
implications for the largest banking organizations (e.g., pending demands that the 
biggest banks be readily resolvable through bankruptcy) are also not factored into the 
dollar totals noted above.  

 
This paper represents solely the views of Federal Financial Analytics, Inc.  Funding for 
this research was provided by the Financial Services Forum, which was not granted 
editorial authority over the paper’s content, methodology, and findings. 

 
 
 



 
 

Summary 
 
The total cost of all of the rules that can be reliably and comparably correlated across the six U.S. global 
systemically-important banks (G-SIBs) assessed in this study is $70.2 billion. The increase in the cost of 
regulation under these rules for these G-SIBs since the crisis began is $35.5 billion, calculated as detailed 
in this paper after normalizing to the greatest extent possible for changes in the manner in which capital 
is calculated, for mergers that occurred in the course of the crisis, and for similar factors. 
 
 

Quantifiable Estimated U.S. G-SIB Regulatory Costs 

(All figures in thousands of dollars) 

 
** Significant, current unquantifiable costs. 

 
 
 
 

 
Capital 
Costs 

Liquidity 
Interchange Fee 

Restrictions  
Product 

Restrictions 
FDIC Premiums 

Supervisory 
Assessments 

Total 

2007 Total 33,985,591 ** 0 ** 280,186 421,985 34,687,762 

2013 Total 63,054,529 ** 2,062,000 ** 4,226,755 829,105 70,172,389 

Change 29,068,938 ** 2,062,000 ** 3,946,569 407,120 35,484,627 
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Introduction 
 
In this paper, we seek to add to the understanding of the post-crisis regulatory framework in the United 
States by assessing its dollar cost to the six bank holding companies (BHCs) designated in the U.S. as G-
SIBs by global regulators.  These costs come in part from the requirements specific to them – e.g., 
specific capital surcharges – as well as through rules applied under the Dodd-Frank Act that, while 
applicable to BHCs with assets over $50 billion, impose their largest dollar cost on these G-SIBs by virtue 
of size and/or risk and similar determinations unique to them.  Hard-dollar costs have real-market 
implications – some desirable from a public-policy or prudential perspective in the opinion of the 
authors of this paper, some perhaps not as currently imposed.  However, this paper does not seek to 
assess the relationship of these costs to the possible benefit they have for a more safe-and-sound 
financial system or the adverse impact they might have on factors such as the forward-looking 
profitability of the G-SIBs, their relative competitiveness vis-à-vis financial institutions (especially large 
non-banks) exempt from these requirements, the availability and/or price of financial products and 
services in the U.S., or the relative competitiveness of the U.S. financial system.   
 
Regardless of policy implications, management and the boards of directors of each of these G-SIBs will 
almost surely adapt operations in light of the costs that have here been quantified.  Understanding 
these costs thus provides important insight into the future of U.S. banking, the advantages G-SIBs may 
or may not enjoy, and the future of finance to the extent these G-SIBs affect it.  Any or all of these 
effects may be warranted – the financial crisis exacted a profound macroeconomic toll and caused 
personal hardship to millions of investors, home owners, and businesses in the U.S. and around the 
world that have yet to be fully reversed.  However, a forward-looking assessment of the public-policy 
implications of recent reforms requires an objective assessment of costs in the context of subjective 
benefit. 
 
Thus, this paper makes no policy recommendations based on the calculations provided herein.  An 
assessment of policy benefit is outside its scope.  The principal conclusions that may be drawn from the 
data presented are 1) that those costs that can be quantified are significant; and 2) these costs have 
risen in the wake of the reforms undertaken to date. 
 
As detailed below in the methodology section, it is not possible to quantify some of the rules often 
ascribed as among the most costly.  This is because: 
 

1) the quarterly and annual reports filed by the G-SIBs with federal bank regulators (the “call 
reports”) do not provide dollar-quantified data for key parameters needed to determine cost; 

2) key rules have yet to be finalized.  An example of such a rule that may well have significant 
quantifiable cost implications for the G-SIBs is the new liquidity-regulatory framework.  Indeed, 
aggregate industry data provided below demonstrate that the industry and, thus, the G-SIBs, 
have significantly improved their liquidity as measured by the regulators since the crisis.  
However, this improvement may or may not be attributable to improvements in optimal 
liquidity – that is, the amount G-SIBs have learned they should hold to be resilient under stress.  
The cost of these rules and their relative impact since the beginning of the crisis will be 
ascertainable only upon issuance of final rules and relevant reports;  

3) some G-SIBs have told investors that certain requirements (e.g., the Volcker Rule) will have only 
minimal earnings impact due to the ability of the company to divest affected operations and 
restructure or otherwise adjust operations to absorb new requirements.  These adjustments 
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may well have prudential and market-configuration implications, but these cannot be readily 
quantified from publicly-available data and thus are not addressed here; and 

4) critical costs related to additional compliance, paperwork, and governance standards cannot be 
readily quantified because G-SIBs do not consistently report these costs in their public filings or, 
when this is done, necessarily calculate them other than with regard to specific standards in a 
fashion that cannot be reliably extrapolated to dollar costs or implications for like-kind G-SIBs.  It 
is possible to quantify regulatory assessments of certain compliance and paperwork costs, but 
many G-SIBs disagree with these assertions, which are in any case prospective and thus not 
necessarily accurate. 

 
Although preliminary assessment of some non-quantifiable regulations is provided, rules addressed in 
this paper cover: 
 

 Regulatory Capital:  As detailed below, we assess the increase in total risk-based capital (RBC) 
from the start of the crisis in 2007 and the end of 2013.  Within and above these totals, we also 
analyze other major changes have or will soon be made to G-SIB regulatory-capital 
requirements.  We calculate the likely amount of capital the G-SIBs must hold above regulatory 
minimums to meet the stringent Federal Reserve stress tests to which they are uniquely subject.  
We also provide a forward-looking estimate of how much capital the G-SIBs will need to hold to 
meet the capital surcharge soon to be imposed on them.  We note the important change in the 
leverage requirement applicable to the G-SIBs.  However, because this requirement has not yet 
come into effect, some G-SIBs may now be able to meet it through the capital holdings analyzed 
in the RBC tables, and because other BHCs may adjust operations to minimize cost to them (if 
not necessarily to some customers), the dollar-total and cost-difference analytics focus solely on 
the changes in total RBC. 

 Liquidity:  As noted, these rules cannot yet be reliably quantified.  They are thus not included in 
the dollar-cost and cost-difference assessments.  Nevertheless, their strategic impact warrants 
the discussion provided here due to their possible cost upon final implementation. 

 Product Restrictions:  Most of the post-crisis restrictions related to the products and services G-
SIBs may offer are not yet fully in effect or, as with new mortgage and consumer regulations, 
apply across all larger providers of comparable services.  G-SIBs are also greater or lesser 
participants in these markets, making cost implications difficult to quantify.  Reliable data are, 
however, presented on the cost to the G-SIBs of the “Durbin Amendment” restrictions on the 
fees G-SIBs may charge with regard to interchange and certain payment-system transactions. 

 FDIC Premiums:  The “Tester Amendment” to the Dodd-Frank Act altered the formula by which 
the FDIC charges premiums for the Deposit Insurance Fund and protects the taxpayer, with the 
express intent of this change to impose higher premiums on the largest insured depository 
institutions (IDIs).  Public data do not permit quantification of the specific premiums paid by the 
IDIs controlled by the G-SIBs, but a reasonable inference as to them may be drawn based on the 
FDIC’s assessment methodology (in part asset-based) and relevant public data such as the 
relative asset size of the G-SIB’s IDIs vis-à-vis other IDIs. 

 Assessment Fees:  National-bank IDIs controlled by G-SIBs paid examination fees to the Office of 
the Comptroller of the Currency (OCC) prior to the crisis and do so now in a manner that has not 
significantly changed.  However, because the cost of the OCC’s assessment system is about to 
change significantly and to charge the largest national banks considerably more, these costs are 
provided for illustrative purposes.  These are combined with the cost of new assessments by the 
Federal Reserve Board (FRB) mandated by the Dodd-Frank Act to provide both dollar costs and 
cost differences. 
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Enforcement penalties paid by G-SIBs since the crisis are not reflected in any of these calculations as 
they are not deemed regulatory costs comparable across G-SIBs going forward. 
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Overall Methodology 
 
This analysis focuses solely on six of the largest U.S. bank holding companies (BHCs) identified by global 
regulators as global systemically-important banks (G-SIBs):  Bank of America Corporation (BAC), 
Citigroup Inc. (C), The Goldman Sachs Group, Inc. (GS), JPMorgan Chase & Co. (JPM), Morgan Stanley 
(MS), and Wells Fargo & Company (WFC).  Two designated G-SIBs – The Bank of New York Mellon 
Corporation and State Street Corporation – are omitted from this analysis because of their unusual 
corporate focus on custody and asset-management activities.  These two G-SIBs thus do not significantly 
engage in traditional financial-intermediation activities (i.e., gathering deposits from individual 
customers and making loans), meaning that the impact of many rules on them is substantially different 
than that on the other G-SIBs.  In some cases, it is considerably greater – i.e., the leverage requirement; 
in others – i.e., the new FDIC premium-assessment system – it is less.   
 
The overall conclusion on regulatory costs in the wake of the crisis are based on major initiatives since 
the crisis, most of them required by the Dodd-Frank Act with significant implications for G-SIBs.  Many of 
these rules also apply to other BHCs with assets above $50 billion, but the costs rise significantly for the 
larger BHCs due not only to the aggregate cost of certain requirements, but also the differentiated 
standards that impose higher costs on the largest banks, especially if aspects of them are deemed to 
pose increased risk.   
 
Again and importantly, this paper does not opine on whether these higher costs are warranted by 
prudential or public-policy rationales.  Rather, it is an effort to quantify these costs to compare them to 
any advantages G-SIBs are said to enjoy by virtue of their size or other criteria. These costs have 
significant strategic impact in terms of the relative competitiveness of G-SIBs in affected business lines 
and, thus, for the structure of the overall financial market.  Given the focus on the transition of certain 
financial activities, including those long traditional to banking, to “shadow” institutions, these cost data 
also are of value in assessing future market configuration and possible microdutial, macroprudential, or 
even systemic risk. 
  
 
Capital Costs 
 
As of the end of 2007, the largest U.S. banking organizations were subject to the following capital 
requirements: 
 

 Basel I risk-based capital standards that were transitioning into the Basel II rules.  In general, 
RBC was to be 8% of on-balance sheet assets for adequately-capitalized banks and BHCs.  Tier 1 
capital was half of the total eight percent requirement, with various instruments making up Tier 
1 in addition to common equity; and 

 a leverage requirement that was generally three percent for on-balance sheet assets at larger 
BHCs. 

 
In the wake of the financial crisis, U.S. G-SIBs are subject to the following regulatory-capital 
requirements: 
 

 the new Basel III risk-based capital requirements.  These have sharply increased the percentages 
of capital that must be comprised of common equity and similar instruments, hiked the overall 
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RBC standard, raised the weightings for risky assets, and added “standardized” requirements 
that further reduce model flexibility.  Floors are also placed under RBC based on the original 
Basel I and/or leverage rules prior to enactment of Dodd-Frank; 

 the enhanced supplementary leverage requirement, which requires a six percent leverage 
standard against on- and off-balance sheet assets regardless of risk at IDIs controlled by G-SIBs 
and a five percent leverage standard on these assets at the parent holding company; 

 a capital surcharge due to G-SIB status.  This standard has yet to be finalized by the FRB, 
although global regulators have designated G-SIBs and laid out thresholds for these surcharges.  
The U.S. may well go beyond these requirements, adding to them also a capital proxy for 
liquidity risk when G-SIBs are deemed to hold undue amounts of short-term funding; and 

 additional regulatory capital G-SIBs may need also to hold to pass the annual FRB-stipulated 
stress test so that capital distributions may be made to shareholders.  This stress test now is 
known as the Comprehensive Capital Analysis and Review (CCAR) exercise.  Although the 
leverage rule is the binding constraint for some G-SIBs in contrast to the Basel III RBC rules, the 
CCAR standards generally define required capital due to the cost in terms of market 
capitalization and legal/reputational risk if a BHC is barred from issuing dividends or 
repurchasing stock. 

 
It is not the purpose of this paper to provide an in-depth analysis of each of these rules, all of which may 
be found on the website of the Federal Reserve and other U.S. regulatory agencies.  Although global 
standards drive aspects of these rules, much in them is unique to the United States.  No comparable 
rules now apply to non-banks regardless of size or systemic status, although the Dodd-Frank Act does 
require the FRB to stipulate systemic-capital standards for any non-banks designated as a systemically-
important financial institutions (SIFI). 
 
Table 1 shows the amount of total risk-based capital U.S. G-SIBs held  in their insured-depository 
institutions  (IDIs) before the crisis, current RBC, and the impact this RBC difference has on earnings 
based on the imputed increases in common equity Tier 1 capital (CET1).  Key methodological 
considerations include: 
 

 RBC totals for 2007 and 2013 are derived from IDI call reports.  IDI reports – not those from 
BHCs – are used due to post-2007 merger-and-acquisition activity.  Call-report data for the 
fourth quarter of 2007 have been revised where necessary to reflect subsequent mergers and 
acquisitions, making the totals comparable to current G-SIB organizations.  Thus, the 2007 total 
for Bank of America reflects the subsequent acquisitions of the IDIs controlled by Countrywide 
and Merrill Lynch.  Those for JPMorgan includes Washington Mutual (Bear Stearns is not 
germane since it did not hold an insured depository at the time and thus was not subject to 
regulatory-capital standards beyond certain requirements governing large broker-dealers). 

 Estimates are made for the portion of total RBC comprised of common-equity Tier 1 capital.  In 
2007, CET1 standards did not apply, but half of the minimum eight percent RBC requirement 
was to be Tier 1.  The percentage we thus assume for CET1 in 2007 of total RBC is 50%, 
reflecting the requirement at the time that Tier 1 capital be four percent within the total eight 
percent RBC standard for adequately-capitalized BHCs.  This is an over-estimate since Tier 1 
includes many instruments not eligible for or that are significantly limited in CET1.  In 2013, we 
assume that the minimum CET1 requirement is 4.5 percent, or fifty-six percent of the minimum 
eight percent requirement for adequate capitalization even though this requirement is phased 
in over time due to the CCAR requirements discussed in more detail below and market 
expectations that G-SIBs now meet fully phased-in Basel III requirements. 
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 The difference between 2007 estimated Tier 1 and 2013 estimated CET1 capital is considered as 
the net increase in required equity capital and is used to calculate the increased cost of capital.   

 Cost of capital conclusions are derived from the capital asset pricing model.  It calculates the 
cost of raising incremental equity capital for each of the BHCs as the risk premium for equity 
times the beta for each BHC's stock and the risk free rate added to the product of this 
calculation.  The risk free rate and the risk premium for equity are held constant for all the BHCs.  
The table shows the capital-cost conversion factor for each BHC based on this model and the 
following column shows the dollar amount of this cost based on our estimate of the increased 
amount of equity capital each G-SIB held as of year-end 2013 in comparison with a like amount 
of equity capital at year-end 2007. 

 
Table 1: Post-Crisis Capital Holdings 

(All figures in thousands of dollars) 

 

G-SIB 
Total RBC 4Q 

2007 
4Q 2007 Tier 

1 (Est.) 
Total RBC 4Q 

2013 
4Q 2013 CET1 

(Est.) 
Change in 

CET1 

Cost 
Conversion 
Factor (%) 

Cost 

BAC 125,695,124 62,847,562 200,282,000 112,157,920 49,310,358 13.71 6,760,450 

C 132,528,948 66,264,474 173,756,000 97,303,360 31,038,886 13.33 4,137,484 

GS 1,237,452 618,726 86,103,000 48,217,680 47,598,954 12.67 6,030,787 

JPM 172,628,175 86,314,088 199,286,000 111,600,160 25,286,073 11.66 2,948,356 

MS 4,663,023 2,331,512 66,000,000 36,960,000 34,628,489 14.06 4,868,765 

WFC 115,208,168 57,604,084 176,177,000 98,659,120 41,055,036 10.53 4,323,095 

Total 551,960,890 275,980,445 901,604,000 504,898,240 228,917,795  29,068,938 

 
It should be noted that this table is solely focused on RBC and CET1 even though the enhanced 
supplementary leverage ratio may be the most problematic for several U.S. G-SIBs due to the higher 
ratio than applicable global rules and the manner in which off-balance sheets assets are measured for 
purposes of assigning capital requirements.  For example, assets generally seen as risk-free – i.e., cash – 
are subject to this capital charge, as are many holdings fully backed by the U.S. Government or one of its 
agencies.  However, because regulatory-capital instruments are used to meet both the leverage and RBC 
requirements, capital costs can be over-estimated if analytics do not differentiate each individual G-SIB’s 
likely book of business and relevant capital – problematic given limited publicly-available data on key 
factors.  Further, the U.S. G-SIBs for which the leverage rule is likely to be most problematic are custody 
banks.  These are excluded from this analysis due to the unique nature of their operations.   
Table 2 assesses the earnings cost of the CCAR.  These data are derived from publicly-available data 
provided by the Federal Reserve and the G-SIBs, with estimates of how much capital above minimum 
ratios each G-SIB must hold. 
 
Specifically, this table shows: 
 

 RWAs as of year-end 2013; 

 minimum  Tier 1 equity capital applicable to this 2013 RWA book had the capital rules not 
changed from those in effect at year-end 2007; 

 minimum CET1 capital (4.5 percent of RWAs) under Basel III; 

 the higher amount of capital above the CET1 minimum each G-SIB was calculated as having to 
hold to pay dividends at reasonable rates; and 
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 total increases in equity capital for year-end 2013  RWA book determined by the difference 
between the 2007 Tier 1 minimum, the 2013 CET1 minimum, and the CCAR add-on calculated as 
noted above. 

 
The differences between the minimum requirements and the CCAR add-on totals under 2013 rules is 
then assessed for its cost to earnings.  This cost is determined as in Table 1, using the capital-asset 
pricing model factor and providing the resulting dollar cost of the amount above minimum requirements 
each BHC must hold to meet CCAR and pay dividends. 
 

Table 2: CCAR Capital Requirements: 2013 RWAs 

(All figures in thousands of dollars) 

 

G-SIB 
Basel I/II 

Minimum Tier 
1 (Est.) 

Minimum 
CET1 (Est.) 

CCAR 
Adjustment 

(%) 

CCAR 
Capital 
Change 

Total Added 
Capital 

Cost 
Conversion 
Factor (%) 

Cost 

BAC 51,901,400 58,389,075 11.90 6,948,300 13,435,975 13.71 1,842,072 

C 43,186,120 48,584,385 13.20 6,413,139 11,811,404 13.33 1,574,460 

GS 17,329,052 19,495,184 11.30 2,202,956 4,369,087 12.67 553,563 

JPM 55,514,500 62,453,813 10.60 6,620,104 13,559,417 11.66 1,581,028 

MS 15,587,034 17,535,413 11.50 2,016,572 3,964,952 14.06 557,472 

WFC 45,660,564 51,368,135 10.10 5,188,182 10,895,752 10.53 1,147,323 

Total 229,178,670 257,826,003  29,389,253 58,036,586  7,255,919 

 
It should be noted that the CET1 calculation above is lower than the CET1 estimate provided in Table 1.  
This is because CCAR requires capital only above minimum ratios and G-SIBs generally held capital 
sufficient to meet CCAR as they anticipated it at the close of 2013.  G-SIBs that revised their capital plans 
or had their dividend plans rejected by the FRB were not found to lack sufficient capital per se, but 
rather to have failed to account for idiosyncratic factors or to have met the FRB’s stress-test and capital-
plan governance requirements that  apply regardless of nominal capital totals within the CCAR process. 
 
Another important capital calculation for these G-SIBs is the capital surcharge to be applied to them by 
the Federal Reserve.  U.S. rules imposing this requirement are incomplete, but the U.S. has committed 
to impose G-SIB surcharges at least as large as those stipulated by the Financial Stability Board (FSB).  
The Basel standards stipulate that the surcharge is to be based on CET1 capital which, as noted, is 
difficult to calculate comparably and specifically for all of the U.S. G-SIBs.  We again use fifty-six percent 
as the percentage of total RBC comprised of CET1.  Table 3 shows: 
 

 total risk-based capital at year-end 2013, again derived from call reports; 

 56% of this total which is likely to be CET1; 

 the G-SIB surcharge assigned to each BHC by the Basel Committee and FSB; 

 the total G-SIB surcharge  of CET1 then applicable to each BHC; 

 the capital-cost conversion factor as before; and 

 the cost of the added capital required to meet the G-SIB surcharge. 
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Table 3: G-SIB Capital Surcharges 

(All figures in thousands of dollars) 

 

G-SIB 
Total RBC 4Q 

2013 
2013 CET1 (Est.) 

G-SIB 
Surcharge (%) 

Total Surcharge 
Cost 

Conversion 
Factor (%) 

Cost 

BAC 200,282,000 112,157,920 1.5 1,682,369 13.71 230,653 

C 173,756,000 97,303,360 2 1,946,067 13.33 259,411 

GS 86,103,000 48,217,680 1.5 723,265 12.67 91,638 

JPM 199,286,000 111,600,160 2.5 2,790,004 11.66 325,314 

MS 66,000,000 36,960,000 1.5 554,400 14.06 77,949 

WFC 176,177,000 98,659,120 1 986,591 10.53 103,888 

Total 901,604,000 504,898,240  8,682,696  1,088,852 

 
 
Liquidity 
 
After the changes in regulatory capital, those to liquidity requirements are perhaps the most sweeping 
for U.S. G-SIBs.  For financial institutions to be safe and sound and, thus, for the markets to be stable, it 
is critical that firms have on hand not only enough capital to ensure solvency under stress, but also 
sufficient stores of  unencumbered assets that can  quickly be converted to cash and sources of stress-
resilient funding.  Many believe that, had Lehman Brothers been liquid when it came under acute stress 
during the crisis, it could have handled demands on it and thus not become one of the most serious 
precipitating events in the broader crisis.   
 
However, even if Lehman could have withstood its funding crisis, the markets could well still have 
tumbled because the almost instantaneous loss of market confidence in the quality of subprime 
mortgages made them suspect holdings and, thus, ineligible collateral.  Firms with large books of these 
mortgages or securities comprised of them were subject to sharp drops in ratings that forced offsetting 
hikes in collateral that they were unable to meet because of scant holdings of eligible assets and few 
liquidity resources with which to purchase them were any even to be found in what came to be called 
the interbank liquidity freeze. 
 
Based on this hard experience, global regulators and, now, the United states have decided on several 
major revisions to the liquidity rules governing  many large banking organizations and the G-SIBs, which 
are subject not only to these rules but also to additional systemic standards designed to ensure that 
they are especially liquid under acute stress.  Key post-crisis liquidity rules include: 
 

 the liquidity coverage ratio (LCR) designed to ensure that banks have a dollar of risk-adjusted 
high-quality liquid assets (HQLAs) and/or stable funding to meet stress funding outflows in thirty 
days.  The global LCR is final and the U.S. rule is pending;  

 a net stable funding ratio (NSFR) designed to ensure similar liquidity under stress at the end of a 
year.  The global NSFR is pending and the U.S. has yet to propose it.  However, as with the LCR, 
the biggest banks are already being asked by their examiners to demonstrate readiness to meet 
the new requirements; and 
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 additional systemic-liquidity standards.  The Federal Reserve recently finalized these for the 
largest U.S. BHCs, although an additional provision – a capital surcharge designed to capture 
certain types of short-term funding risk – is pending. 

     
There were no liquidity rules in effect prior to the financial crisis, although the U.S. banking agencies did 
issue some broad, non-quantitative precepts in this area.  It is, however, impossible to ascertain the 
extent to which these qualitative standards were met or the cost of doing so.  It is thus assumed that the 
effective cost of liquidity standards prior to the crisis is zero, although G-SIBs and other banks of course 
held assets and used funding sources designed to enhance their liquidity.  
 
Since the crisis, significant improvements have been made by large banks to protect their own liquidity 
under stress.  To be sure, some liquidity improvements derive from market factors – i.e., large deposit 
holdings that cannot be readily converted to loans due to lackluster economic growth.  Other 
improvements in bottom-line liquidity ratios results from post-crisis industry transformation following 
the acquisition of major broker-dealers by several large banking organizations and the conversion of two 
non-banks with large broker-dealer operations into bank holding companies in the course of the crisis.  
Broker-dealers tend to hold large amounts of highly-liquid assets, thus contributing to the overall 
improvement in liquidity.  As the Financial Stability Oversight Council (FSOC) reported, “As of the fourth 
quarter of 2013, the consolidated liquidity ratio (liquid assets/total assets) of all BHCs reached 22 
percent, far above historical levels.”1  As the FSOC report also notes, the historical liquidity ratio 
averaged 17.1% from 1995 to 2013 with a low of below 15% in 2007. The 2013 liquidity ratio of twenty-
two percent is almost two standard deviations above the average liquidity ratio for consolidated BHCs. 
 
However, FSOC data do not permit quantification of these improvements in terms of added amounts of 
high-quality liquid assets and/or greater reliance on core deposits and similarly stable funding sources.  
Global regulators have provided aggregate data on overall shortfalls as the LCR and NSFR advance.2  
However, these data also do not permit quantification by G-SIB or, in many cases, even across specific 
national groups of affected banks.  This study thus does not offer any specific or estimated cost figures 
for the new liquidity requirements.  Were reliable and comparable numbers available for the six G-SIBs, 
cost calculations would likely result in meaningful additional costs because: 
 

 eligible high-quality liquid assets earn lower returns than assets such as loans into which funding 
would otherwise be put; 

 core deposits are often more expensive than wholesale funding sources; and 

 high-quality assets are subject to leverage capital requirements.  This problem is particularly 
acute for the G-SIBs because of the enhanced supplementary leverage ratio referenced above.  
Eligible high-quality liquid assets such as U.S. Treasury securities carry no risk-based capital, but 
they are now to be subject to minimum leverage requirements of as high as six percent for IDIs 
owned by G-SIBs.   

 
 
 
 

                                                           
1 FSOC, 2014 Annual Report (May 7, 2014), available at 
http://www.treasury.gov/initiatives/fsoc/Documents/FSOC%202014%20Annual%20Report.pdf.  
2 E.G., see Results of the Basel III monitoring exercise as of 30 June 2013 (Mar. 6, 2014), available at 
http://www.bis.org/publ/bcbs278.pdf. 

http://www.treasury.gov/initiatives/fsoc/Documents/FSOC%202014%20Annual%20Report.pdf
http://www.bis.org/publ/bcbs278.pdf
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Product Restrictions 
 
The Dodd-Frank Act includes many provisions designed to circumscribe or prohibit the activities of large 
BHCs.  Qualitative and quantitative impact analyses for these rules is complicated by the incomplete 
nature of many of them, the different strategies G-SIBs deploy to minimize costs, and the ability of firms 
in some cases to avoid earnings damage through strategic changes that, while they may have exogenous 
costs (e.g., reduced credit availability or heightened cost of financial services), have no material direct 
hit to bottom-line results.   
 
This study thus does not attempt to quantify the revenue and cost implications of several of the most 
critical post-crisis reform initiatives.  It is, however, interesting to note that one study that sought to do 
so by Standard & Poor’s (S&P) found reduced earnings at the largest U.S. banking organizations after the 
crisis due to the new regulatory framework.3  Specifically, S&P found that, using 2011 data and 2012 
earnings estimates for the eight largest and most complex BHCs, pre-tax earnings would drop by 
between $22 billion and $34 billion at the eight institutions included in the study each year due to the 
Dodd-Frank regulatory framework.  S&P also calculated a drop of approximately 250 basis points to 375 
basis points in the return on equity these BHCs collectively could achieve.   
   
Although the cost estimates above are for the six G-SIBs included in this study, as well as for two others, 
many of these rules apply more broadly across the banking industry or even the entire spectrum of 
financial institutions.  For example, new “qualified-mortgage” lending standards proscribed by the 
Bureau of Consumer Financial Protection apply to all originators, not just large BHCs.  Pending standards 
that would mandate risk retention for many asset securitizations would also apply to all issuers, 
although the cost here would be considerably greater for banking organizations because the capital 
standards detailed above would apply to these retained assets in a fashion not applicable to non-bank 
institutions without governing regulatory-capital rules. 
 
However, many of these rules – e.g., the Volcker Rule limiting proprietary trading and banning certain 
investments – have their greatest impact on the largest BHCs.  Efforts to ban certain activities in physical 
commodities are similarly targeted at the largest BHCs, as are the “Lincoln push-out” provisions of the 
Act barring certain derivatives activities within an insured depository institution.  Large BHCs are the 
predominant dealers in over-the-counter (OTC) derivatives affected by the requirements of the law 
pushing many OTC derivatives on to central counterparties (CCPs) and other centralized clearing and 
execution facilities.  New rules designed to ensure orderly liquidation of large BHCs under the Dodd-
Frank Act’s resolution regime and/or those of other nations may also force large BHCs to separate 
activities such as taking retail deposits from non-traditional broker-dealer, asset-management, and 
trading operations (so-called “ring-fencing” and/or “subsidiarization”). 
 
 
Interchange-Fee Restrictions 
 
The only product restriction for which data are comparable for the G-SIBs pertain to the cost impact of 
the Durbin Amendment to the Dodd-Frank Act.  This provision significantly restricts the interchange fees 
that banking organizations may charge on debit-card transactions with merchants, establishing fee 

                                                           
3 Standard & Poor’s, Two Years On, Reassessing The Cost Of Dodd-Frank For The Largest U.S. Banks (Aug. 9, 2012), 
available at http://www.standardandpoors.com/ratings/articles/en/us/?assetID=1245338539029.  

http://www.standardandpoors.com/ratings/articles/en/us/?assetID=1245338539029
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limitations subsequently imposed by the Federal Reserve.  These inter-change limitations directly fall on 
banking organizations with assets above $10 billion.   
 
Table 4 shows the cost implications of the Durbin Amendment as follows: 
 

Table 4: Earning Impact of Durbin Amendment 

(All figures in thousands of dollars) 

 
 
 
 
 
 
 
 
 
 
 
 
* Calculation based on 1018 days in effect (10/1/2011 through 07/15/2013). 

 
 
FDIC Premiums 
 
Another major change in the Dodd-Frank Act is the “Tester Amendment” that restructured the manner 
in which the FDIC charges premiums to insured depositories.  Prior to the Dodd-Frank Act, the Deposit 
Insurance Fund (DIF) was based on premiums charged against domestic deposits.  Although these 
premiums were nominally risk-based, most IDIs paid the lowest premiums.  Further, because the DIF had 
reached its maximum assessment ratio under then applicable law, premiums in 2007 were also very low 
for even the riskiest IDIs, with the agency collecting only $643 million in assessments for 2007 against 
total IDI assets of $13 trillion.  In contrast, IDI premiums paid to the DIF in 2013 were $4.2 billion on an 
asset base of $14.7 trillion.   
 
DIF premiums increased so dramatically between 2007 and 2013 for various reasons, including the 
larger amounts of deposits that IDIs hold that cannot be readily deployed due to low demand for loans 
given current lackluster economic conditions.  However, a major reason for the sharp hike in DIF 
premiums is the changes made by the Tester Amendment.  These altered the premium base from 
domestic deposits to assets and further gave the FDIC significant authority to price premiums very 
differently based on risks the FDIC believed assets or other IDI or IDI affiliate activities pose to bank 
insolvency or the FDIC’s ability to recover its costs in the event it establishes a receivership for a failed 
insured depository.  The new premium standards also include specific additional charges for “highly-
complex institutions,” which include all of the IDIS owned by the G-SIBs analyzed here.    
 
These IDIs are not the only IDIs to pay higher premiums.  However, given the relative size of the IDIs 
controlled by four of the six G-SIBs vis-à-vis all other IDIs and the still sizeable assets housed in the 
remaining two G-SIB IDIs, these institutions pay a large percentage of the total increase in FDIC 
premiums in the wake of the crisis.  This was in fact the intent of the Tester Amendment, with the shift 
from basing DIF premiums on domestic deposits to assets intended to capture risks elsewhere in an IDI 

G-SIB 2013 Earnings Impact 
Total Profits Lost to 

Date * 

BAC 854,000 2,381,841 

C 68,000 189,655 

GS N/A N/A 

JPM 369,000 1,029,156 

MS N/A N/A 

WFC 771,000 2,150,351 

Total 2,062,000 5,751,003 
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that the FDIC feared could pose indirect risk to the DIF even though operations related to these assets 
had no actual FDIC backstop.   
 
The following table shows estimated DIF premiums paid by IDIs controlled by each of the G-SIBs. 
Importantly, these assessments are estimates; the FDIC redacts actual premiums paid from public call 
reports because premiums are based not only on actual assets, but also on the FDIC’s models that adjust 
premiums based on risk.  Many activities conducted in significant size by G-SIB IDIs are considered 
particularly risky.  For example, IDIs with offshore branches are required to pay higher DIF premiums 
even if the deposits housed in the offshore branches do not hold funds insured by the FDIC; offshore 
branches are disproportionately owned by G-SIB IDIs.  Similarly, banks that hold assets related to 
securities financing, physical commodities, and similar activities are charged higher premium, with such 
activities disproportionately housed in G-SIBs.    
 
Table 5 below estimates the premiums paid to the FDIC by IDIs controlled by the six G-SIBs in this study 
based on publicly-available data.  The asset base on which premiums are charged cannot be risk-
adjusted since the FDIC’s conclusions here are not made public.  Further, the estimates are based on 
total assets in IDIs controlled by each G-SIB even though the premium base is in fact assets less tangible 
equity.  G-SIBs that hold more tangible equity and, thus, reduce their relative premium base versus 
other IDIs, including those in the table below, incur offsetting costs related to holding this equity.  Thus, 
premiums are calculated solely on the basis of assets that are not adjusted for risk.  
  
Specifically, the table shows: 
 

 the assets (total, not risk-weighted) housed in all IDIs controlled by each G-SIB; 

 the percentage these assets comprise of total assets on which the FDIC determines premiums; 
and 

 the estimated premium paid by each G-SIB based on all of its IDIs as a percentage of total FDIC 
assessments as determined by the asset percentages.  As noted, actual premiums may be 
significantly greater since risk adjustments are not captured in these flat percentages. 

 

Table 5: FDIC Premiums for 2013 

(All figures in thousands of dollars) 

 

 

 

 

G-SIB IDI Assets 4Q 2013 
Percentage of 

Total IDI Assets 
2013 (%) 

Total Premiums 
Paid 2007 (Est.) 

Total Premiums 
Paid 2013 (Est.) 

Change in 
Premiums Paid 

BAC 1,461,956,420 9.93 63,849 963,198 899,349 

C 1,346,747,000 9.15 58,817 887,294 828,476 

GS 105,669,140 0.72 4,615 69,619 65,004 

JPM 1,953,363,050 13.27 85,311 1,286,958 1,201,647 

MS 125,573,000 0.85 5,484 82,733 77,249 

WFC 1,422,121,529 9.66 62,109 936,953 874,844 

Total 6,415,430,139 43.57 280,186 4,226,755 3,946,569 
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Based on these data, it is also possible to compare the greater amount of premiums the six-G-SIBs now 
pay versus those paid by their IDIs in 2007.  The six-G-SIBs as noted above pay an estimated 43.6 percent 
of total FDIC premiums in 2013.  The total assessments received by the FDIC for 2013 were $9.7 billion.  
Assuming the G-SIBs controlled the same share of assets in 2007 and over-riding the different DIF 
premium assessment bases between 2007 and 2013 (domestic deposits versus total assets), the G-SIB 
IDI share of the 2007 assessments paid ($643 million as noted above) would have been $280 million 
(43.6% of $643 million).  The total assessment difference between 2007 and 2013 would have been $3.9 
billion, although this is an estimate that as noted likely significantly under-estimates the actual 
difference. 

 
 
Supervisory Assessments 
 
The OCC has long charged national banks an assessment fee to offset the cost of examining and 
regulating them, but the FRB only began to impose a similar charge on the bank holding companies it 
governs after being required to do so by the Dodd-Frank Act.  Both sets of fees are principally asset 
based, although the FRB’s fees are set on a formula that permits more ready calculation of those borne 
by the G-SIBs following finalization of this new scheme in 2013.  As with several other requirements, G-
SIBs pay very significant percentages of these regulatory charges. 
 
The following table calculates OCC assessments on the national-bank subsidiaries of the G-SIBs for 2013, 
as follows: 
 

 the assets (total, not risk-weighted) of all national banks controlled by each G-SIB; 

 the percentage these assets comprise of total assets on which the OCC determines its 
assessments; and 

 the total estimated assessments paid by each G-SIB based on all of its national banks as a 
percentage of total OCC assessments. 

 
Assuming the G-SIBs controlled the same number of national-bank assets in 2007, the total assessment 
difference between 2007 and 2013 would have been $33 million.  Again, this is an estimate that likely 
under-estimates the actual difference.   
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Table 6: OCC Assessments 

(All figures in thousands of dollars) 

 

 
The FRB as noted provides more detail on the manner in which its assessments are calculated.  Using the 
published Federal Reserve formula,4 we calculate 2013 assessments as follows: 
 

Table 7: FRB Supervisory Assessments 

 (All figures in thousands of dollars) 

 
 
 

 
 
 
 
 
 
 

 
 

                                                           
4 FRB, Final Rule on Supervision and Regulation Assessments for Bank Holding Companies and Savings and Loan 
Holding Companies With Total Consolidated Assets of $50 Billion or More and Nonbank Financial Companies 
Supervised by the Federal Reserve, 78 Fed. Reg. 52391 (Aug. 23, 2013), available at 
http://www.gpo.gov/fdsys/pkg/FR-2013-08-23/pdf/2013-20306.pdf.  

G-SIB 
Total National 

Bank Assets 4Q 
2013 

Percentage of Total 
National Bank Assets 

2013 (%) 

Total 
Assessments Paid 

2007 (Est.) 

Total 
Assessments 

Paid 2013 (Est.) 

Change In 
Assessments 

Paid 

BAC 1,460,926,000 14.67 97,729 142,792 45,064 

C 1,346,747,000 13.53 90,091 131,632 41,542 

GS 53,140 0.00 5 5 0 

JPM 1,953,302,932 19.62 130,666 190,918 60,252 

MS 125,573,000 1.26 8,400 12,274 3,873 

WFC 1,421,566,465 14.28 95,096 138,945 43,850 

Total 6,308,168,537 63.36 421,985 616,567 194,581 

G-SIB 2012 Assets (Avg.) 
Assessments Paid 

In 2013 

BAC 2,180,541,659 48,763 

C 1,914,220,000 42,814 

GS 947,110,750 21,208 

JPM 2,322,683,750 51,939 

MS 768,873,000 17,227 

WFC 1,366,921,500 30,587 

Totals 9,500,350,659 212,538 

http://www.gpo.gov/fdsys/pkg/FR-2013-08-23/pdf/2013-20306.pdf
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Conclusion 
 
As demonstrated above and summarized at the outset of this analysis, it is difficult to quantify the cost 
of post-crisis regulatory reform to the U.S. G-SIBs.  Those costs that can be quantified from publicly-
available data are significant; despite the asset size of the G-SIBs, profits have steadily declined since the 
crisis and these costs may thus prove significant strategic and policy considerations.  However, these 
dollar costs and the differences calculated in them since the crisis in no way address the possible 
benefits of these regulations from a market-integrity or prudential perspective.  These benefits are even 
more difficult to quantify than costs since the substantial benefit of avoiding another bout of systemic 
risk may not be achieved at the cost of these rules if some or all G-SIBs absorb these costs without 
improvements to their systemic-risk profiles, markets reconfigure in ways that pose new risk because G-
SIBs shrink without offsetting financial-stability improvement, or the rules assessed here prove less of a 
bulwark to systemic risk than now anticipated.    
    
 


