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Disclaimer

Information contained in this presentation is intended solely for your personal reference and is strictly confidential. Such information is subject to change without notice, its
accuracy is not guaranteed and it may not contain all material information concerning Global Investments Limited (“GIL”) or Singapore Consortium Investment Management
Limited (“SICIM”). Neither GIL, SICIM nor any of their respective affiliates, advisors or representatives make any representation regarding, and none of them assumes any
responsibility or liability whatsoever (whether arising out of tort, contract or otherwise) for the accuracy or completeness of, or any errors or omissions in, any information
contained herein nor for any loss howsoever arising from any use of this presentation. The recipient should consult with their own legal, tax and accounting advisers as to
the accuracy and application of the information contained in this presentation and should conduct their own due diligence and other enquiries in relation to such
information. By attending this presentation, you are agreeing to be bound by the restrictions set out below. Any failure to comply with these restrictions may constitute a
violation of applicable securities laws.

The information contained in this presentation has not been independently verified. No representation or warranty, expressed or implied, is made as to, and no reliance
should be placed on the fairness, accuracy, completeness or correctness of, the information or opinions contained herein. It is not the intention to provide, and you may
not rely on this presentation as providing, a complete or comprehensive analysis of GIL’s financial or trading position or prospects. The information and opinions contained
in this presentation are provided as at the date of this presentation and are subject to change without notice.

In addition, the information contained herein contains projections and forward-looking statements that reflect GIL’s current views with respect to future events and
financial performance. These views are based on a number of estimates and current assumptions which are subject to business, economic and competitive uncertainties and
contingencies as well as various risks and these may change over time and, in many cases, are outside the control of GIL, SICIM their associates and all their directors. No
assurance can be given that future events will occur, that projections will be achieved, or that assumptions underpinning expectations are correct. Actual results may differ
materially from those forecasted, projected or guided.

This presentation is not and does not constitute or form part of any financial product advice, offer, invitation or recommendation to purchase or subscribe for any securities
and no part of it shall form the basis of or be relied upon in connection with any contract, commitment or investment decision in relation thereto. This presentation does
not carry any right of publication. This presentation may not be used or relied upon by any other party, or for any other purpose, and may not be reproduced, disseminated
or quoted without the prior written consent of GIL or SICIM.

This presentation is not for distribution, directly or indirectly, in or into the United States.

This presentation is not an offer of securities for sale into the United States. The securities may not be offered or sold in the United States or to, or for the account or benefit
of, US persons (as such term is defined in Regulation S under the US Securities Act of 1933, as amended) unless they are registered or exempt from registration.



Key Features of CoCo Securities

How CoCos Work

CoCos are issued as securities with a fixed interest coupon. Unlike other hybrid capital instruments, CoCo
securities have a trigger (threshold for the issuing bank’s capital ratio). If the trigger is breached, the CoCo is 
automatically converted into equity or the nominal value is written off.

The trigger can also be activated by the regulatory authority in charge if it considers the bank’s existence 
threatened. This may be the case whenever the bank still has sufficient capital but is having difficulties with 
liquidity.
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Distinction between two types of 
CoCo securities

Additional Tier 1 (“AT1”) CoCos:
• Rank directly ahead of equity capital in the 

capital structure 
• Coupon payments can be suspended even if 

the capital ratio is above the trigger level 
• No fixed maturity, but issuer has a call 

option

Tier 2 CoCos: 
• Rank directly ahead of AT1 CoCos in the 

capital structure 
• Limited term with or without a call option 
• Coupon payments cannot be suspended

Two forms of Loss Absorption when 
Trigger is breached

Conversion to equity with the following 
options: 
• Fixed number of shares 
• Variable number of shares 

Writeoff of face value with the following 
options: 
• Complete writeoff
• Partial writeoff
• Permanent writeoff
• Temporary writeoff



Where CoCos sit within the 
Capital Structure of Banks
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Capital 
Depletion 
Hierarchy

CoCo Issuances



Specific Structure Risks related to AT1 CoCos

Conversion risk:

• Low probability given existing large bank capital buffers but with a very high impact – ie Capital writedown or 
conversion to equity

Coupon Risk:

• Payment of coupons requires 1) Capital to be above regulatory buffer levels & 2) Sufficient Available 
Distributable Items (ADI) to be present

• 1Q16 saw volatility in AT1 securities prices in relation to investor’s uncertainty over the interpretation of 
regulatory language governing coupon distributions threshold levels.

• In 3Q16, the European Banking Authority (“EBA”) announced important positive changes to the framework 
governing coupon skip for AT1s which has since seen coupon restriction thresholds being relaxed.

Maturity Extension risk:

• No coupon step-up reduces economic incentive to call (once min regulatory issuance requirement is filled) 

• Changes in regulatory treatment of AT1 allow issues to be called out of period (“Regulatory Call”)
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Management Buffer

Capital Buffers

AT1

Min CET1

AT1 Trigger Level

Total CET1 = 13% 
(excluding AT1)

Total CET1 = 7.5% 
(excluding AT1)

Total CET1 = 5.125% 
(excluding AT1)

Total CET1 = 6% (AT1 
written down)

AT1 Contractual Loss Absorption Mechanism
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Tier 1 Capital ratio has 
deteriorated due to losses 

-Restrictions on 
dividends, compensation 
and coupons increase on a 
gradual basis

-Regulator issues call to 
restore capital buffers Losses continue to wipe 

out capital buffers and 
now the bank is below the 
5.125% CoCo trigger level

AT1s get written down or 
converted into equity to 
cure capital deficiency 
back to regulatory min 
level



How Coupon Cancellation Occurs

PRIVATE & CONFIDENTIAL 7

Distributions which will be 
restricted as Capital Levels 
decline: 

• Common equity 
distributions (dividends, 
bonus shares, redemption or 
repurchase)

• Additional Tier 1 
distributions

• Bonuses or other 
discretionary payments 
including pensions to 
employees


