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proposal, and its interaction with other rules, will have on the macro-economy, consumers, small
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requirements as calculated under both (i) the existing U.S. standardized approach, as modified by

the proposal and (ii) the newly proposed expanded risk-based approach which encompasses
credit risk, operational risk, and credit valuation adjustment risk. This proposal would essentially
hold Category IV banks to standards equivalent with banking institutions significantly larger and
more complex. Components of the expanded risk-based approach focus on complex operations
and activities that are more consistent with the operations and actions of the largest banking
institutions.
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Fifth Third recommends that the Proposed Rule should be adequately tailored consistent with the
modifications Congress made in S.2155 to Section 165 of the Dodd-Frank Act regarding
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the Agencies examination teams may not be aligned with the most significant risks.
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With respect to tailoring, Fifth Third proposes the foliowing:
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The revised market risk capital scope, requiring all institutions over $100BN to
calculate market risk requirements regardless of the size of their trading assets and
liabilities, is inconsistent with the trading activities for Category I'V institutions.
Category IV institutions should be subject to the “significant trading activity”
threshold (trading assets and liabilities of $5BN or more or that exceed 10% of
total assets) that applies to out-of-scope institutions. Generally, Category I'V
institutions do not engage in significant trading activity and do not pose additional
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C. Appropriate phase-in periods for changes that disproportionally impact Category
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IV banks.
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value loans, which are typically used by lower income borrowers. If the rule is

finalized as proposed, traditional, regulated bank
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For example, it is discussed in this letter the impact of RWA inflation for Category IV
rule is finalized as proposed, not only would banks be subject to higher capital levels,

We recommend more time to be taken to fully assess the interplay of this rule with
but the RWA would drive higher long-term debt requirements under the proposed

other current, proposed, and potential regulations.
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Agencies regarding the need to understand the quantitative impact of the Proposed



r=
-l

L R _ _ _ 1 fa
-Il lle L LVPGS L\ule Sll\}ul e l.llul.ul-l&l.l.l.}! c ¥ LA uuucu }.l AL
inaccurate market narratives and is consistent with supporting the desired long-term market
structure.

AU L e O T et
A, COHIPpardoility OL Gapilldl 14L0s.

. ~ a1 ™ L 3T 1t U, S S, [ b P PR o S S | VL
One stated QD_} ective ol the P Troposed Kule€ 1S improving ine comparability of capiial ratios

across institutions. As the regulatory capital framework has evolved over time, how risk is
incorporated into the capital ratios occurs through multiple approaches. The three primary
approaches include 1) differentiated risk-weighted asset calculations, 2) “dollar-for-dollar"
deductions from capital, and 3) the application of capital buffers/surcharges. As a result, it
is more difficult for market participants to assess the comparability of capital ratios across
institutions.
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. ~
io .n £ woacriio Aoraio Whauravar mmndar tho mrrant framaeauanels o hinrhav ln(rnl
£ Al Ll ¥ W

velg ma Ly i ? o
YUio lyuuu.u.u; ¥ Lapiici. DNIVYWWOU VUL, WHULL WIV VHBEEIUVI IIGUIVITULR, O

of relatlve camtal may not mean more resiliency, but in fact more risk due to a camtal
buffer requirement that is not readily transparent in the capital ratios reported in quarterly
o

rpmﬂ atory fi

5 =
%
g

anizations tend to have a mgher concentration of business

N 1 =
TroAinog un'rlxn‘rtnc aionifinant nnlin‘rn‘rﬂnmr nv“ne!11~.nc
(%) LLlE CGWwill¥ Lbiwidy Jimililiwidilil LpRLLY WA

VNS Sl R

j arc I'CLILI]IG(I io LdII'm)’ more

. ™. 4+ £2 SN |
11103ac1s. 1113 TesUiiS il I.,I.I.U J.CI.I.ECBI. Iinaicial

e safe and sound than smaiier DallKlllQ



[

g A s &

 canital

- a1

all captial r

capifal requirements. and result in

A

i

ntivize further scale advantages and risk concentrations.

We recommend that the Agencies evaluate the Proposed Rule to ensure it does not
ince:

ally regional banks whose pri

»

C. Role of the regulated banking system in the economy.
ons are princip

Category IV instituti

d

-

hies are
nesses an

to local bus

rimary geograp

traditional bank:

, providing

small- and mid-sized cities

ing services

.

.

vities.

tal markets acti

pi

focused on cap

SErvices

t more economic

make 1

Rule to ensure 1t does not create

»

dR



[+

" d
LB &
£

o
Q.
g

¢}

1y

3 =
PN

=
Sifidi:r SUSIIICSESES, anG uac v.as. SCOnom

J
e
1s




	Notice of Proposed Rulemaking on Regulatory Capital Rule: Large Banking Organizations and Banking Organizations with Significant Trading Activity
	Key Areas of Comment for Fifth Third 
	I. The Proposed Rule should be modified to include tailoring for Category IV banks consistent with Congressional intent in S.2155. 
	A. Elimination of the requirement to calculate RWA under the expanded risk-based approach during the phase-in period. 
	B. Appropriate tailoring of market risk capital requirements. 
	C. Appropriate phase-in periods for changes that disproportionally impact Category IV banks. 

	II. The Proposed Rule's new enhanced risk-based approach should be modified to minimize potential harm to consumers, small businesses, and economic growth while ensuring risk remains contained in a well-regulated environment. 
	A. Changes to certain risk-weights will negatively impact consumers, potentially creating disparate treatment for some borrowers. 
	B. Changes to certain risk-weights will negatively impact small businesses and communities. 
	C. The risk-weight component for operational risk does not meet the tailoring requirements set forth in the modifications Congress made in S.2155 to Section 165 of the Dodd-Frank Act regarding Enhanced Supervision and Prudential Standards for Certain Bank Holding Companies. 

	III. Finalization of the rule should be delayed to assess the cumulative impact and interactions of regulatory changes and appropriately align phase-in periods to mitigate unintended consequences. 
	IV. The Proposed Rule should be thoroughly evaluated to ensure that it does not reinforce inaccurate market narratives and is consistent with supporting the desired long-term market structure. 
	A. Comparability of capital ratios. 
	B. Cost of compliance. 
	C. Role of the regulated banking system in the economy. 

	V. The Agencies should delay finalization and implementation until a quantitative impact study is conducted to review the impact the Proposed Rule would have on consumers, small businesses, financial institutions, and the macro-economy. 





