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Credit missed with Credit Suisse? 

Paolo Angeles, Yield Book Product Management; Luke Lu, Yield Book Research 

 

Following the dramatic demise of SVB and Signature Bank in the US, the banking turmoil quickly spread to Europe and 

took down Credit Suisse, which was forced to merge with its domestic rival UBS by Swiss regulator FINMA on Sunday. 

Credit Suisse shareholders got 3 billion Swiss francs ($3.2 billion) whereas the Additional Tier 1 (AT1) bondholders were 

completely wiped out in a historic write-down of 16 billion Swiss francs ($17.2 billion) which stunned the $275 billion AT1 

debt market.    

AT1 bonds, also known as “contingent convertibles” (CoCo), are bonds created after the 2008 financial crisis for banks to 

bolster regulatory capital on top of equity. While they typically provide a higher yield than ordinary bonds, they can be 

converted into equity or written off in the event of a bank’s capital ratio falling below a certain threshold to shore up capital 

without resorting to taxpayer money.  

Although bondholders ought to bear the risks of investment in AT1 bonds, they argued that shareholders should have 

taken the losses ahead of bondholders and FINMA’s order of the AT1 bond wipeout is “an obvious breach of the hierarchy 

of claims”. A significant portion of bondholders are seeking possible legal action. However, FINMA have claimed that in a 

restructuring process, it is under no obligation to adhere to the traditional capital structure hierarchy as is written in the 

bond’s prospectus where the write-down is covered by an existing clause in the document.  

This, as expected, has caused backlash in the market with the ECB, SRB and EBA releasing a statement on Monday 

reaffirming the capital order of losses with common equity instruments being the first to absorb losses (ECB Banking 

Supervision, SRB and EBA statement on the announcement on 19 March 2023 by Swiss authorities (europa.eu)). 

Jurisdictions outside of Switzerland have voiced similar sentiment of reaffirmation. A similar case happened previously 

with Santander’s takeover of Banco Popular in 2017 where the AT1 bondholders were wiped out, but so were the 

shareholders.   

Markets have reacted accordingly due to this potential risk in holding AT1 bonds, with a slump in AT1 bond prices after 

the Credit Suisse AT1 write-down announcement. Prices rebounded on Tuesday as regulators sought to reconvince 

investors of the integrity of AT1 bonds, however the general market sentiment towards the asset class remains fragile.  

 

 

 

 

https://www.bankingsupervision.europa.eu/press/pr/date/2023/html/ssm.pr230320~9f0ae34dc5.pt.html
https://www.bankingsupervision.europa.eu/press/pr/date/2023/html/ssm.pr230320~9f0ae34dc5.pt.html
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Indicative AT1 Bond Prices of Major European Banks 

Source: Refinitiv (3/22/2023)  

While the market strain is easing to some degree, the wipeout of Credit Suisse AT1 bonds may continue to weigh on the 

wider AT1 bond market and will have great ramifications for the prospect of the whole sector. Investors will likely be more 

cautious buying AT1 bonds amid higher uncertainty and perceived risk, making it more difficult and expensive for banks to 

raise debt capital to meet regulatory requirements. Furthermore, given the resulting volatility of the markets, it would be 

important to closely observe the movement of the Tier 1 Capital Ratios across the banking sector, especially for those 

banks with smaller trigger margins. LSEG Yield Book’s Convertible Bond Analytics, currently open to beta trials, will look 

to cover AT1 bonds towards the end of 2023. 

CDS spreads for banks have increased significantly over the last few days, indicating rising credit risk of the banking 

sector. LSEG Yield Book’s Credit Default Analytics and QPS’s Credit Analytics are well positioned to help clients evaluate 

risk and return of credit instruments. Additionally, StarMine’s Credit Risk Model projects 12-month forward looking 

probability of default based on the equity market, analyst estimates, company financials, news and announcements.  

 

 

 

 

 

 

 

 

 

https://solutions.lseg.com/Credit-Default-Analytics-LP
https://www.refinitiv.com/en/products/refinitiv-data-platform#analytics
https://www.refinitiv.com/en/financial-data/company-data/quantitative-models/credit-risk-models/starmine-combined-credit-risk-model
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About Yield Book 

Yield Book is a trusted and authoritative source for fixed income analytics that enables market makers and institutional 
investors to perform complex analysis of their portfolios, benchmarks, trading decisions, historical performance, and risk. 
Yield Book products offer analytical insight into an extensive range of financial products in the fixed income space 
including governments, agencies, corporates, high yield, emerging markets, mortgages, ABS, CMBS, CMOs, CLOs, and 
derivatives. The platform utilizes dedicated centralized servers that help ensure reliable, prompt data delivery. Yield Book 
forms part of London Stock Exchange Group (LSEG)'s Data and Analytics division. 
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(together, “FTSE Canada”), (4) FTSE Fixed Income Europe Limited (“FTSE FI Europe”), (5) FTSE Fixed Income LLC (“FTSE FI”), (6) The Yield Book Inc 
(“YB”) and (7) Beyond Ratings S.A.S. (“BR”). All rights reserved.  
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“FTSE4Good®”, “ICB®”, “The Yield Book®”, “Beyond Ratings®” and all other trademarks and service marks used herein (whether registered or 
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data and analytics, or the fitness or suitability of the FTSE Russell products for any particular purpose to which they might be put. Any representation of 
historical data accessible through FTSE Russell products is provided for information purposes only and is not a reliable indicator of future performance.  

No responsibility or liability can be accepted by any member of the LSE Group nor their respective directors, officers, employees, partners or licensors 
for (a) any loss or damage in whole or in part caused by, resulting from, or relating to any error (negligent or otherwise) or other circumstance involved in 
procuring, collecting, compiling, interpreting, analysing, editing, transcribing, transmitting, communicating or delivering any such information or data or 
from use of this document or links to this document or (b) any direct, indirect, special, consequential or incidental damages whatsoever, even if any 
member of the LSE Group is advised in advance of the possibility of such damages, resulting from the use of, or inability to use, such information.  
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document should be taken as constituting financial or investment advice. No member of the LSE Group nor their respective directors, officers, 
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not be acted upon without obtaining specific legal, tax, and investment advice from a licensed professional.  
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TO THE EXTENT THAT ANY INDICATIVE PRICING INFORMATION IS PROVIDED HEREUNDER (THE “VALUATION”) AS PART OF THE DATA 

AND/OR MODELS, SUCH VALUATION IS BEING PROVIDED AT CUSTOMER’S REQUEST FOR CUSTOMER’S INFORMATION PURPOSES ONLY  

AND IS NOT INTENDED AS AN OFFER OR SOLICITATION FOR PURCHASE OR SALE OF A SECURITY OR A CONTRACTUAL OBLIGATION  

(COLLECTIVELY, THE “FINANCIAL INSTRUMENTS”), INCLUDING THE FINANCIAL INSTRUMENTS SPECIFIED HEREIN. ANY VALUATION IS  

ONLY AN ESTIMATE AS OF THE DATE PROVIDED AND THE ACTUAL MARKET PRICE OF THE FINANCIAL INSTRUMENTS CAN BE  

DETERMINED ONLY WHEN AND IF EXECUTED IN THE MARKET; CONSEQUENTLY, ANY VALUATION MAY NOT REFLECT LEVELS AT WHICH: 

(A) ACTUAL TRANSACTIONS MAY OCCUR OR HAVE OCCURRED OR (B) COLLATERAL CALLS MAY BE MADE. THERE MAY BE NO OR MAY  

NOT HAVE BEEN ANY SECONDARY TRADING MARKET FOR ANY SUCH FINANCIAL INSTRUMENTS. ANY VALUATION MAY INCORPORATE  

mailto:sales@yieldbook.com
https://solutions.yieldbook.com/en
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INFORMATION FROM THE MOST ACTIVE MARKETS TO WHICH A SOURCE HAS ACCESS AND, CONSEQUENTLY, MAY NOT REPRESENT AN  

ESTIMATE OF THE VALUE OF THE PARTICULAR FINANCIAL INSTRUMENT IN THE MOST ACTIVE MARKET TO WHICH OTHERS MAY HAVE  

ACCESS. 

Any Valuation is only an estimate of LSE Group or third-party data providers as to the general value of the specified Financial Instruments, as of the  
dates indicated, and are subject to change at any time without notice. Each Valuation is only one view as to the estimated general value of a particular  
Financial Instrument at a particular point in time.  
Any Valuation may take into account a number of factors including, but not limited to, any one or more of the following: (a) general interest rate and  
market conditions; (b) macroeconomic and/or deal-specific credit fundamentals; (c) valuations of other financial instruments which may be comparable in  
terms of rating, structure, maturity and/or covenant protection; (d) investor opinions about the respective deal parties; (e) size of the transaction; (f) cash  
flow projections, which in turn are based on assumptions about certain parameters that include, but are not limited to, default, recovery, prepayment and  
reinvestment rates; (g) administrator reports, asset manager estimates, broker quotations and/or trustee reports, and (h) comparable trades, where  
observable. LSE Group’s view of these factors and assumptions may differ from other parties, and part of the valuation process may include the use of  
proprietary models. Any Valuation is based upon information derived from sources believed to be reliable; however, LSE Group have not independently  
verified such information. In addition, reports may be available only periodically and with a delay and accordingly, where any Valuation relies upon the  
most recently available information in such reports for a transaction, any Valuation may be based on information that may not be current as of the  
valuation date. 
LSE Group is not acting as your advisor, agent or fiduciary in providing any Valuation to you. To the extent permitted by law, LSE Group expressly  
disclaim any responsibility for or liability (including, without limitation liability for any direct, punitive, incidental or consequential loss or damage, any act  
of negligence or breach of any warranty) relating to: (a) the accuracy of any models, market data input into such models or estimates used in deriving  
any Valuation, (b) any errors or omissions in computing or disseminating any Valuation, (c) any changes in market factors or conditions or any  
circumstances beyond LSE Group’s control, and (d) any uses to which such Valuation is put. You are responsible for your own independent verification  
and should consult with your own auditors and other advisors with respect to any Valuation and before deciding the uses to which any Valuation may be  
put. Specifically, LSE Group does not assert that any Valuation is appropriate for the purposes of valuing particular Financial Instruments in your  
financial statements in accordance with the requirements of your local accounting framework (for example FASB Statement No. 157 “Fair Value  
Measurements” under US GAAP or International Accounting Standard No. 39 “Financial Instruments: Recognition and Measurement”). 
LSE Group and any third-party data provider may make a market in or engage in transactions in the Financial Instruments referred to herein. Any  
Valuation may be affected by those parties’ own transactions and own quotations.  

 

 


