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Credit Suisse Group AG 
Q4 2020: Operating leverage fades on lower net interest 
income and weakening wealth management revenues 

In Q4 20201, Credit Suisse Group AG (CS, Baa1 stable2), the parent holding company of 
Credit Suisse AG (Aa3 stable/Aa3 stable, baa13) reported4 adjusted pretax profits of CHF861 

million5 and an adjusted net profit of CHF620 million6, both down 10% year-over-year7. The 
adjusted net return on tangible equity (ROTE) stood at 6.5% (Q4 2019 adjusted: 7.1%), while 
the adjusted annualized return on assets (RoA) and risk-weighted assets (RWAs) stood at 
0.31% and 0.90%, respectively (Q4 2019 adjusted: 0.35% and 0.95%, respectively). 

Although additionally burdened by a strong Swiss franc, persistently low interest rates and 
some weakening in underlying wealth management revenues, the results still proved fairly 
resilient against the current highly uncertain macroeconomic environment. CS's ability 
to sustain positive operating leverage will be dependent on its ability to mitigate margin 
pressure in its core franchises while continuing to contain costs into 2021 and 2022. 

Structurally lower cost base helps withstand market volatility. Excluding numerous 
one-offs and several larger significant items, CS reported an underlying 4% revenue decline 

year-over-year, driven by a solid performance of its capital markets-related businesses8

recording a 9% year-over-year growth in global investment banking revenue, largely driven 
by strong equity and debt capital markets performance as well as solid advisory revenue. Its 
Swiss Universal Bank (SUB) and Wealth Management (WM) businesses, however, suffered 
from continued revenue strain from lower net interest income and compressed recurring fee 
generation driving wealth management margins lower. Notably, all three WM businesses 
showed positive momentum in client business volume9 during the quarter, in-line with the 
bank’s growth targets. Total adjusted operating expenses decreased 2%, delivering negative 

operating leverage of 2%10 in Q4 2020, the first decline after many strong quarters. 

Solid capital ratios and strong liquidity maintained. CS reported a CET1 capital ratio of 
12.9% in the quarter, down 10 basis points (bps) sequentially and up 20 bps year-over-year, 
well above the group's 12% target level and including CHF11 billion of regulatory-driven RWA 
inflation. For the first half of this year, CS expects this ratio to stay at or above 12.5%. CS 
further reported an almost unchanged 3.9% CET1 leverage ratio and 5.6% Tier 1 leverage 

ratio11 (Q4 2019: 4.0% and 5.5%, respectively). CS also reported a strong Liquidity Coverage 
Ratio (LCR) of 190% in Q4 2020, virtually flat versus the prior-year quarter. The ratio 
continues to reflect its sound liquidity profile, and is further reflective of CS's conservative 
management of group-wide liquidity. We estimate high-quality liquid assets (HQLA) to have 
increased further as of the end of the fourth quarter (Q3 2020: CHF211 billion), equivalent to 
an estimated very strong 26% of total assets. 
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Detailed considerations 
CET1 capital ratio stays well above guidance level 
CS reiterated its key financial targets, including a return on tangible equity of 10-12%; a CET1 capital ratio of 12.5% at the minimum for 
at least the first half of 202112; and a return on regulatory capital (RORC) in its non-IB segments of between 20% and 25%. 

Exhibit 1 

Common Equity Tier 1 (CET1) ratios and Tier 1 leverage ratios for Global Investment Banks, as of 31 December 2020 

CET1 ratio Tier 1 Leverage ratio Median CET1 ratio (13.4%) Median leverage ratio (5.4%) 

21.0% 

17.7% 
18.0% 

15.0% 

12.0% 

9.0% 

6.0% 

3.0% 

0.0% 

7.0% 

5.4% 

4.3% 4.7% 

5.6% 

4.9% 4.8% 

Notes: (1) As of Q3 2020 for HSBC, Q4 2020 for the rest; (2) Basel III fully phased in advanced approach for all US banks; (3) Tier 1 leverage ratio for US banks is the supplemental leverage 
ratio (SLR). 
*UBS and CS leverage ratio reflect Common Equity Tier plus Low Trigger Additional Tier 1 and High-Trigger Additional Tier 1 securities. For the computation of the leverage ratio, the Swiss 
regulator allowed for a temporary exclusion of cash held at central banks until 1 January 2021. The ratios shown here do not include this benefit. 
**Barclays (BCS) leverage is reflective of the spot UK leverage ratio. 
***DB Q4 2020 leverage exposure includes certain central bank balances (“Euro-based exposures facing Eurosystem central banks”) that could normally be excluded following the 
European Central Bank's decision (EU) 2020/1306 until 27 June 2021. Excluding these items, DB's leverage ratio would have been 4.7%. 
^HSBC's Q3 2020 leverage exposure already excludes the aforementioned items since the bank did not provide sufficient disclosures to perform a similar adjustment. 
Sources: Companies' results presentations and financials, Moody's Investors Service 

The group's total loss-absorbing capacity (TLAC) remained strong at CHF93 billion as of the end of the fourth quarter (Q4 2019: 
CHF90.9 billion), corresponding to a TLAC ratio of 33.8%, well above regulatory requirement of 28.6%. At the same time, leverage 
exposures – including CHF111 billion of cash held at central banks – declined CHF23 billion sequentially to CHF911 billion (Q4 2019: 
CHF910 billion). 

Lower loan loss charges and CECL write-backs support pretax income 
In Q4 2020, a stabilizing macroeconomic outlook and exposure reductions led to a more normalized charge-off for credit losses. CS 
booked CHF138 million of loan loss charges during the fourth quarter, up from CHF94 million sequentially but significantly below the 
levels seen in the first and second quarter of 2020 (CHF568 million and CHF296 million in Q1 2020 and Q2 2020, respectively; see 
light blue bar in Exhibit 2). 

As of 31 December 2020, CS held CHF1.9 billion of allowances for credit provisions on its balance sheet, equivalent to a coverage ratio 
of 64 bps of gross loans. These reserve levels are broadly in-line with peers reporting under US-GAAP, yet below levels seen at CS's 
European peers, in part reflecting CS's above-average collateralization levels on its lending book and very low expected lifetime losses 
on its Swiss lending portfolio. 

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on 
www.moodys.com for the most updated credit rating action information and rating history. 
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Exhibit 2 

Coronavirus-related reserve builds continue, driven by rising specific provisions in Q4 2020 
Adjusted pretax profits and loan loss provisions, CHF million
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Notes: Q4 2019 pretax profits include a one-time gain from the accounting treatment change to fair value regarding the bank's stake in SIX Group AG (CHF498 million), as well as a 
CHF326 million litigation provision. Q4 2020 was burdened by restructuring, litigation and real estate disposal charges totaling CHF820 million, which have been added back in the above. 
We have not adjusted for gains on equity investments of CHF285 million spread across the segments. 
Sources: Company financials, Moody's Investors Service 

Net new money flows in CS’s wealth and asset management businesses stay positive 
During the fourth quarter, CS's wealth and asset management businesses combined recorded net new money inflows of CHF11.2 
billion, equivalent to a 3.0% annualized growth rate over year-end 2019 total AuM (Exhibit 3). Apart from APAC (CHF1.1 billion net 
outflow), all regions recorded net inflows, supporting resilience of CS's underlying global asset and wealth management franchise and, 
therefore, related revenue. 

Exhibit 3 

Net new asset generation stays strong despite ongoing market uncertainty 
Net New Assets (NNA) by region, CHF billion 
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Notes: Excluding former Strategic Resolution Unit and not adjusted for assets managed across businesses (double-counting). WM: Wealth Management (Private Banking), AM: Asset 
Management, Swiss CIB: Swiss Corporate and Institutional Banking 
Sources: Company financials, Moody's Investors Service 
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Segmental results commentary 
Unless indicated otherwise, figures displayed below are on a CS adjusted basis excluding significant items and comparisons are made versus 
Q4 2019. 

Swiss Universal Bank (SUB) reported adjusted pretax profits of CHF387 million, down 15% year-over-year. Adjusted net revenues 
excluding significant items decreased 6% year-over-year driven by lower net interest income and transaction based revenues. The 
persistent negative interest-rate environment burdened deposit income (liability margins) and lower recurring fee income primarily 
related to the investment in Swisscard. Credit losses of CHF66 million were driven by higher specific provisions as well as continued 
application of the CECL methodology (CHF15 million). Adjusted operating expenses were down 4% reflecting continued cost discipline. 
Assets under management (AuM) across the SUB franchise grew 3% year-over-year to CHF671 billion, and increased 4% sequentially, 
largely reflective of continued solid capital market performance. 

International Wealth Management (IWM) reported adjusted pretax profits of CHF321 million, down 22% year-over-year when 
excluding the CHF414 million York impairment in Q4 2020. Within IWM, Private Banking adjusted pretax profits declined 24% to 
CHF206 million. Adjusted net revenues decreased 10% driven by lower net interest income, once again reflecting lower deposit 
margins as a result of lower USD interest rates. Recurring fees were down owing to lower average AuM on which fees get charged. 
The lower average AuM base partly reflected continued adverse FX movements (strong Swiss franc) but was also reflective of 
client deleveraging and adverse market movements in H1 2020 which CS has not been able to fully recover as of the end of 2020. 
Transaction revenues also decreased in Swiss Franc terms and could only partially be offset by higher client activity. Asset Management 
recorded 18% lower adjusted pretax profits of CHF115 million, driven by a decrease in investment and partnership income as well as 
lower management fees. IWM saw net new asset (NNA) inflows of CHF4.3 billion in Private Banking, with solid contributions from 
Western Europe and Emerging Markets, and inflows of CHF6.3 billion in Asset Management, driven by strong institutional inflows. 

Exhibit 4 

Mediocre performance in an uncertain market environment 
Credit Suisse Group's adjusted profit before tax by segment, CHF million

SUB IWM APAC IB ARU CC - excl. ARU Total pretax profit 
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Notes: SUB: Swiss Universal Bank, IWM: International Wealth Management, APAC: Asia Pacific, IB: Investment Bank, ARU: Asset Resolution Unit (pre-2019: SRU or Strategic Resolution 
Unit), CC: Corporate Center. 
Q4 2019 pretax profits include a one-time gain from the accounting treatment change to fair value regarding the bank's stake in SIX Group AG (CHF498 million), as well as a CHF326 
million litigation provision. Q4 2020 was burdened by restructuring, litigation and real estate disposal charges totaling CHF820 million, which have been added back in the above. We have 
not adjusted for gains on equity investments of CHF285 million spread across the segments. 
Sources: Company results presentations and financials, Moody's Investors Service 

In Asia Pacific (APAC), adjusted pretax profits of CHF201 million were flat year-over-year. Adjusted net revenues were broadly stable 
despite a negative FX impact of CHF57 million. Transaction-based revenues increased 28%, primarily reflecting higher financing and 
equity origination revenues, which helped offset lower net interest income (-27%) on the back of lower deposit margins and lending 
volumes, and lower recurring fee income (-5%). Operating expenses were almost unchanged benefitting from a favorable FX impact 
that was able to offset higher compensation expenses and investments in China. 

The Investment Bank (IB) reported an adjusted pretax profit of CHF325 million in the quarter, down 23% sequentially and up 
significantly year-over-year (Q4 2019: CHF94 million). Adjusted net revenues increased 9% (+19% in US$ terms), while operating 
expenses decreased 2% (+7% in US$ terms). Revenue increases were driven by an increase in capital markets revenues (+90% in 
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US$ terms) and higher advisory fees (+16% in US$ terms). Fixed income sales and trading was flat year-over-year and down 14% 
sequentially in US$ terms primarily driven by lower securitized products and macro revenues, partially offset by higher emerging 
markets client activity and global credit products revenues. Equities sales and trading was up 5% year-over-year and down 6% 
sequentially (also in US$ terms), largely owing to lower prime services revenues, partially offset by higher trading activity across cash 
equities and equity derivatives. 

Overall, Credit Suisse underperformed many of its US and EU peers in secondary markets (sales and trading) as well as global advisory 
and other fees (+7% in US$ terms), but strongly outperformed its peers in global capital markets (consisting of Equity and Debt Capital 
Markets, as well as specific advisory revenues; +87% in US$ terms). 

The Corporate Center, excluding the Asset Resolution Unit (ARU)13 and excluding litigation charges of CHF712 million, reported a 
pretax loss of CHF261 million (incl. ARU CHF373 million loss), in part driven by a continued negative treasury result. 
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Moody's related publications 
Credit Opinion 

» Credit Suisse Group AG, December 2020 

Issuer Comments and In-Depth Reports 

» Global Investment Banks – US: Q4 2020 Update - Solid finish to a turbulent year keeps banks on steady footing for 2021, January 
2021 

» Moody's - Global Investment Banks’ 2021 Outlook is stable – diversification, strong capital and liquidity counter pandemic effects, 
December 2020 

» IBOR phaseout 15 months away, but hurdles could stretch beyond finish line, September 2020 

» Biggest banks are better set to withstand COVID-19 stress than banks as a whole, September 2020 

» Stable wealth-management arms of largest Swiss and US banks are a credit positive offset to COVID-19 disruption, September 
2020 

» Global investment banks’ strong liquidity helps insulate creditors, May 2020 

» Global Investment Banks: Estimated profit hit in coronavirus shock scenario should not take toll on capital, April 2020 

» Fintech - Global Investment Banks: GIBs can keep pace with fintechs, but retail banking is most at risk of a digital divide, February 
2020 

» Credit Suisse Group AG: Lower break-even point and sustained execution are likely to support rising returns into 2020, December 
2019 

» Credit Suisse Group AG: Restructured businesses will be more sustainably profitable and have an improved funding profile, 
December 2019 

» GIBs heighten readiness against constant cyber threat, October 2019 

» Sector stratification will relegate some from top flight of capital markets competition, September 2019 

» Global Investment Banks - GIBs generally prepared for stress in leveraged lending; degree of impact varies, May 2019 

» Global Investment Banks - Readying for Brexit, deal or no deal, January 2019 

» Fintech: Most GIBs have means to meet the digital threat, but need agile strategies to respond, November 2018 

Rating Action 

» Moody's upgrades Credit Suisse's ratings with a stable outlook, affirms UBS, December 2020 

Rating Methodology 

» Banks Methodology, November 2019 

To access any of these reports, click on the entry above. Note that these references are current as of the date of publication of this 
report and that more recent reports may be available. All research may not be available to all clients. 
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Endnotes 
1 All figures in this report relate to Q4 2020 and comparisons are made to Q4 2019, unless otherwise indicated. 

2 The rating shown is Credit Suisse Group AG's long-term senior unsecured debt rating and outlook. 

3 The ratings shown are Credit Suisse AG's long-term deposit rating and outlook, its long-term senior unsecured debt rating and outlook and its Baseline 
Credit Assessment (BCA). 

4 Unless indicated otherwise, figures displayed in this report are on a Credit Suisse Group AG adjusted basis. 

5 This number excludes the impairment charge booked on CS's non-controlling interest in York Capital Management of CHF414 million, litigation provisions 
of CHF757 million, restructuring and real estate disposal expenses of CHF78 million, as well as gains on equity investments of CHF285 million. 

6 We are assuming a 28% tax rate. 

7 We exclude the CHF498 million one-time gain from the accounting treatment change to fair value regarding the bank's stake in SIX Group AG, as well as a 
CHF326 million litigation provision and net real estate gains of CHF89 million booked in Q4 2019 to allow for a cleaner comparison. 

8 Now reported within one single segment “Investment Bank (IB)”, including the former Asia Pacific Markets, Global Markets and Investment Banking & 
Capital Markets segments, in addition to other business moves. 

9 Client business volume adds up AuM, loans and custody assets. 

10 Numbers may not add up due to rounding differences. 

11 The ratios include CHF111 billion of cash held at central banks, ignoring the temporary exclusion of these amounts by the Swiss regulator for the 
computation of the CET1 and Tier 1 leverage ratios which expired on 1 Januarty 2021. Ratios would be 4.4% and 6.4%, respectively, if excluding. 

12 Before final impact of Basel III reforms, subject to market and economic conditions. 

13 Beginning in 2019, the Strategic Resolution Unit has ceased to exist as a separate division of the Group. The residual portfolio remaining as of 31 December 
2018 is now managed in an Asset Resolution Unit and is separately disclosed within the Corporate Center. 
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