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Financial

Shelby’s SIFI change unlikely to be ‘game-changer’  
for big banks
May 27, 2015 
By Robb Soukup and Daniel M. Burkard

Lawmakers recently proposed lifting the threshold for designat-
ing bank holding companies as systemically important. The move 
could mean some benefits for banks bumping against the current 
threshold, including cost-saves and perhaps the opportunity to offer 
higher capital returns.

On May 21, the Senate Committee on Banking, Housing and Urban 
Affairs Committee advanced a sweeping regulatory relief bill intro-
duced by committee Chairman Richard Shelby, R-Ala. One of the 
provisions garnering the most attention is a proposal to increase the 

asset threshold for deeming a bank holding company systemically 
important to $500 billion, from the current $50 billion level.

Isaac Boltansky, an analyst who covers regulatory and legislative 
issues for Compass Point Research and Trading LLC, said that the 
legislative process is likely to bring down that $500 billion number, 
though there is probably enough support to at least lift the thresh-
old above the current $50 billion mark. The most immediate result 
for impacted banks would be the possibility of upping their divi-
dends and capital returns if they become subject to a less-stringent 
stress testing and capital regime, Boltansky said. However, he noted 
that with so much work left to do on the bill, its full impact remains 
to be seen.

Banks between $40 billion and $500 billion in total assets

Company (ticker) City, state
Total assets 

($B)1

General Electric Capital Corp.2 Norwalk, CT 481.61
U.S. Bancorp (USB) Minneapolis, MN 410.23
Bank of New York Mellon Corp. (BK) New York, NY 399.09
PNC Financial Services Group Inc. (PNC) Pittsburgh, PA 351.16
Capital One Financial Corp. (COF) McLean, VA 306.50
HSBC North America Holdings Inc. New York, NY 301.96
State Street Corporation (STT) Boston, MA 279.48
TD Bank US Holding Company2 Cherry Hill, NJ 252.65
SunTrust Banks, Inc. (STI) Atlanta, GA 190.22
BB&T Corporation (BBT) Winston-Salem, NC 189.23
Charles Schwab Corp. (SCHW)2 San Francisco, CA 160.17
American Express Co. (AXP) New York, NY 154.67
Ally Financial Inc. (ALLY) Detroit, MI 153.52
Fifth Third Bancorp (FITB) Cincinnati, OH 140.47
Citizens Financial Group Inc. (CFG) Providence, RI 136.91
United Services Automobile Association2 San Antonio, TX 132.98
Santander Holdings USA Inc. Boston, MA 123.25
Regions Financial Corp. (RF) Birmingham, AL 122.52
BMO Financial Corp. Wilmington, DE 118.26
MUFG Americas Holdings Corp. New York, NY 113.70
Northern Trust Corp. (NTRS) Chicago, IL 106.95
M&T Bank Corp. (MTB) Buffalo, NY 98.38
KeyCorp (KEY) Cleveland, OH 94.30
BancWest Corp.2 San Francisco, CA 89.67
BBVA Compass Bancshares Inc. Houston, TX 85.49
Discover Financial Services (DFS) Riverwoods, IL 84.18
Comerica Inc. (CMA) Dallas, TX 69.42
Huntington Bancshares Inc. (HBAN) Columbus, OH 68.00
Zions Bancorp. (ZION) Salt Lake City, UT 57.56
Deutsche Bank Trust Corp. New York, NY 55.62
First Republic Bank (FRC)2 San Francisco, CA 51.07
UBS Bank USA2 Salt Lake City, UT 48.75
New York Community Bancorp Inc. (NYCB)2 Westbury, NY 48.25
E*TRADE Financial Corp. (ETFC)2 New York, NY 46.83
CIT Group Inc. (CIT)2 New York, NY 46.42
Data compiled May 21, 2015.
1 Total assets based on top-tier consolidated regulatory filings from March 31, 2015.
2 Company does not currently participate in the annual Dodd-Frank stress tests.
Source: SNL Financial
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For the banks that are nearing $50 billion, the question of when 
and how to cross the threshold has become a major strategic con-
sideration.

First Republic Bank, which recently edged above the $50 billion 
mark, offers a demonstration of the planning required at a com-
pany crossing this threshold. First Republic began prepping for 
the heightened regulatory burden well before it grew above $50 
billion in assets, launching a cost-containment program last year in 
response to rapidly increasing compliance costs. The bank had pre-
viously said that regulatory-related expenses would average about 
$10 million a quarter through the end of 2015 and push the bank’s 
efficiency ratio higher.

Even though it has passed the $50 billion mark, First Republic will 
not be labeled a SIFI under the current Dodd-Frank regime, because 
it is not structured as a bank holding company. However, depository 
institutions that have more than $50 billion in assets are subject 
to many of the same enhanced regulations as their BHC competi-
tors. Additionally, Dodd-Frank requires that First Republic’s primary 
federal regulator, the FDIC, coordinate a stress test with the Federal 
Reserve which is similar to the stress tests the central bank conducts 
annually with bank holding companies larger than $50 billion.

New York Community Bancorp Inc. has carefully managed the 
size of its balance sheet in recent years as it has hovered below the 
$50 billion mark and built a compliance infrastructure to handle the 
added regulatory burden and the demands of a larger bank. The 

company has stated its preference to do a larger deal that would take 
it well above the $50 billion mark and allow it to more easily absorb 
the increased regulatory expenses.

In the first quarter of 2015, New York Community reduced the 
size of its balance sheet by more than $300 million. Speaking about 
the possibility of crossing the $50 billion mark, CEO and President 
Joseph Ficalora joked that “there will be no unexpected pregnancy; 
we’re just not having sex,” and added that the company is managing 
its size so “that we can decide when [we] will actually cross over.”

But even a change in the threshold is unlikely to be a “game-
changer” for these companies, Boltansky said. “The degree of regula-
tory scrutiny won’t be significantly softened — it’s important from a 
directional and legislative standpoint, but it’s still going to be very 
expensive to operate as a depository, and that won’t change anytime 
soon.” He noted, for example, that even if large banks are no longer 
classified as systemically important and are no longer subject to the 
Federal Reserve’s Comprehensive Capital Analysis and Review pro-
cess, they would likely still be subject to Dodd-Frank Act stress tests.

Bankers seem to agree. “I doubt if it would impact us very much 
because we intend to run a bank that’s going to grow well past $50 
billion anyway. … And so we think the standards are appropriate 
and we’re bringing the bar, our bar, up to meet them,” First Republic 
Chairman and founding CEO James Herbert II said last year when 
asked about the possibility of a change in the $50 billion threshold.


