Hybrid Hustle and AT1 A
NavigatingHigh Rate By

=N =" ST, . ————
Paola Biraschi: Head of Southern European |
, S —————— %

Larissa Knepper: Head of Insurance, Cr

of European Strategy, CreditSights Cred |tS|g Ntg | fese

CovenantReview

a FitchSolutions Company LevFininsights



Hybrid Hustle and AT1 Antics: Navigating High-Rate Hurdles

PAOLA BIRASCHI LARISSA KNEPPER ANDREW MOULDER MARY POLLOCK, CFA LOGAN MILLER
Head of Southern Head of Insurance at Head of Utilities at Head of Real Estate at Head of European
European Banks at CreditSights CreditSights CreditSights Strategy at CreditSights

CreditSights

! CreditSights | ==

CovenantReview
a FitchSolutions Company LevFinInsights



Sub Debt Characteristics Side by Side

Subordinated*
Maturity

Call

Coupons

Structure of securities reflects

Dividend pusher/stopper

Coupon step-ups
IFRS treatment

Trigger Events

Other Call Events

Corporate Hybrids

To Senior Unsecured
Perpetual or long dated

Usually minimum 5 years

Discretionary, usually cumulative
and sometimes compounding

Agency methodology (S&P)

Yes

Yes (usually +25, then +75)

Debt or Equity depending on
characteristics

No

Accounting, agency methodology,
tax

AT1s
To Tier 2

Perpetual

Minimum 5 years

Discretionary, not cumulative

Regulations

No, except Switzerland

No

Debt or Equity depending on
characteristics

Yes for principal and coupon

Tax, regulatory event

RT1s
To Tier 2

Perpetual

Minimum 5 years

Discretionary, not cumulative

Agency methodology, Regulations

No

No

Debt or Equity depending on
characteristics
Yes for principal and coupon

Tax, regulatory event, agency
methodology

Source: CreditSights

2 *Refers to most junior layer of the structure which the subs are subordinated to; they are also subordinated to all debt further up the structure (e.g. Tier 1, secured debt, etc).

Note: Refers to most common features and characteristics
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This Report is for informational purposes only. Neither the information contained in this Report, nor any opinion expressed therein is intended as an offer or solicitation with respect
to the purchase or sale of any security or as personalized investment advice. CreditSights and its affiliates do not recommend the purchase or sale of financial products or securities,
and do not give investment advice or provide any legal, auditing, accounting, appraisal, valuation or actuarial services. Neither CreditSights nor the persons involved in preparing this
Report or their respective households has a financial interest in the securities discussed herein. Recommendations made in a report may not be suitable for all investors and do not
take into account any particular user’s investment risk tolerance, return objectives, asset allocation, investment horizon, or any other factors or constraints.

Information included in any article that includes analysis of documents, agreements, controversies, or proceedings is for informational purposes only and does not constitute legal
advice. No attorney client relationship is created between any reader and CreditSights as a result of the publication of any research report, or any response provided by CreditSights
(including, but not limited to, the ask an analyst feature or any other analyst interaction) or as the result of the payment to CreditSights of subscription fees. The material included in
an article may not reflect the most current legal developments. We disclaim all liability in respect to actions taken or not taken based on any or all the contents of any research report
or communication to the fullest extent permitted by law.

Reproduction of this report, even for internal distribution, is strictly prohibited. Receipt and review of this research report constitutes your agreement not to redistribute, retransmit,
or disclose to others the contents, opinions, conclusion or information contained in this report (including any investment recommendations or estimates) without first obtaining
express permission from CreditSights. The information in this Report has been obtained from sources believed to be reliable; however, neither its accuracy, nor completeness, nor
the opinions based thereon are guaranteed. The products are being provided to the user on an “as is” basis, exclusive of any express or implied warranty or representation of any
kind, including as to the accuracy, timeliness, completeness, or merchantability or fitness for any particular purpose of the report or of any such information or data, or that the
report will meet any user’s requirements. CreditSights may issue or may have issued other reports that are inconsistent with or may reach different conclusions than those
represented in this Report, and all opinions are reflective of judgments made on the original date of publication. CreditSights is under no obligation to ensure that other reports are
brought to the attention of any recipient of the Products.

Certain data appearing herein is owned by, and used under license from, certain third parties. Please see Legal Notices for important information and limitations regarding
such data. For terms of use, see Terms & Conditions.

If you have any questions regarding the contents of this report contact CreditSights at legal@creditsights.com.

© 2023. CreditSights, Inc. All rights reserved.
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