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Security ratings 

Outlook Stable 

9.5% USD 1.725bn Tier 1 Buffer Capital Notes, with 7% trigger BB+ 

7.125% USD 1.5bn Perpetual Tier 1 Contingent Convertible Capital Notes, 

with 7% trigger 
BB+ 

3.875% CHF 200m Perpetual Tier 1 Contingent Write-down Capital Notes, 

with 7% trigger 
BB+ 

The ratings hav e not been solicited by  the issuer; the analy sis is based solely  on public inf ormation. 

 

Rating rationale 

Scope Ratings assigns a rating of BB+ with Stable outlook to the above referenced 

high-trigger AT1 securities. The 9.5% USD 1.725bn Notes have been issued by 

Credit Suisse Group (Guernsey) II Limited but are irrevocably guaranteed on a 

subordinated basis by Credit Suisse Group AG (CSG). The other two securities 

were issued by CSG directly. The ratings are based on the following 

considerations: 

• Senior unsecured debt rating (eligible for TLAC): A, Stable Outlook  

• Minimum notches down from senior unsecured debt rating: 4 

• Additional notches: 1 

In accordance with our rating methodology, the starting point for notching down when 

rating capital instruments is the senior unsecured debt rating. The minimum four notches  

reflect the deeply subordinated status of AT1 capital instruments in the priority of cla im s , 

their going concern loss absorbing features and investors’ exposure to coupon -

cancellation risks. Please refer to Scope’s Bank Capital Instruments Rating Methodology  

published in May 2018 for more details. 

The additional notch reflects the positioning of the Notes in the group’s capital structure. 

They are meant to be first in line to absorb losses, before all of Credit Suisse’s other 

regulatory capital instruments. The trigger is relatively high at 7% and is based on the 

group’s CET1 ratio. Meanwhile, the group’s other regulatory capital instruments have 

lower triggers of 5.125% or 5% and as well are measured against the sum of CSG’s 

CET1 and Higher-Trigger capital ratios. 
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Issuer credit profile 

The Issuer Rating of A+ for Credit Suisse is driven by the group’s robust and resilient 

wealth management franchise as well as its position as a leading universal bank in 

Switzerland. Credit Suisse has defined its ambition to be a leading wealth manager wi th  

strong investment banking capabilities. Management believes strong investment banking 

capabilities are needed to successfully serve its target wealth management clients. 

Scope views positively the material progress that has been made two years into the 

group’s three-year restructuring plan. The business has been refocused, with more 

resources being allocated towards wealth management while the exposure to  m arkets -

related businesses has been reduced and de-risked, although still significant. 

Further, the group’s solvency position has been materially strengthened via capital 

increases, retained earnings and asset reductions. Management remains com mitted to  

generating profitable growth to build capital organically. There continues to be execution 

risks associated with the restructuring. If done well, the group will improve the quality and 

resilience of earnings and be better positioned for an evolving competitive landscape. 

 

Summary terms 

Issuer Credit Suisse Group (Guernsey) II Limited 

Guarantor 
Irrevocably guaranteed on a subordinated basis by Credit 
Suisse Group AG 

Issue Date 31 July 2012 

Amount USD 1.725bn 

Coupon 

• 9.5% fixed until first interest payment date after the first call date; 
payable annually in arrear 

• From first interest payment date after the first call date at a rate 
equal to the 6-month USD LIBOR rate plus 6.64%; payable semi-
annually in arrear 

Format 
Perpetual Tier 1 contingent convertible securities, callable 23 

October 2018 and every six months thereafter 

ISIN XS0810846617 

 

Issue Date 26 January 2017 

Amount USD 1.5bn 

Coupon 

• 7.125% fixed until first call date; reset every 5 years thereafter 

• From first call date at a rate equal to the Mid Market Swap rate 
plus 5.108% 

• Payable semi-annually in arrear 

Format 
Perpetual Tier 1 contingent convertible securities, callable 29 July 

2022 and every five years thereafter 

ISIN CH0352765157 
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Issue Date 22 March 2017 

Amount CHF 200m 

Coupon 

• 3.875% fixed until first call date; reset every five years thereafter 

• From first call date at a rate equal to the Mid Market Swap rate 
plus 3.993% 

• Payable annually in arrear 

Format 
Perpetual Tier 1 contingent write-down securities, callable 22 

September 2023 and every five years thereafter 

ISIN CH0360172719 

 

Main Risks  

Coupon 

Cancellation 
• Fully discretionary 

• Mandatory if there are insufficient distributable profits; if all 

applicable minimum Swiss capital requirements are not met; or if 

the regulator requires the issuer not to make such an 

interest payment 

Principal Loss 

Absorption 
• For the 9.5% USD 1.725bn and 7.125% USD 1.5bn Notes: upon 

a Contingency Event or a Viability Event, the Notes are 

mandatorily converted into ordinary shares;  

• For the 3.875% CHF 200m Notes: upon a Contingency Event or 

Viability Event, the Notes are automatically and permanently 

written down to zero; 

• A Contingency Event refers to the CET1 ratio of CSG being 

below 7%; 

• A Viability Event refers to (1) the regulator determining that the 

conversion or write-down of all other capital instruments is an 

essential requirement to prevent CSG from becoming insolvent, 

bankrupt, unable to pay a material part of its debt or ceasing to 

carry on its business; or (2) CSG has received an irrevocable 

commitment of extraordinary support from the public sector 

without which CSG would have become insolvent, bankrupt, 

unable to pay a material part of its debts as they fall due or 

unable to carry on its business. 

Trigger for 

Principal Loss 

Absorption 

Consolidated group CET1 < 7%, transitional basis 

Source: Prospectuses, Scope Ratings 
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Key risks 

A. Coupon cancellation 

Key risk: Coupon cancellation 

 

Coupon payments on the Notes are fully discretionary and non-cumulative. 

  

Coupon payments on the Notes are fully discretionary and non-cumulative. In addition, 

they are subject to distribution restrictions. Swiss banks, however, are not bound by CRD 

IV and therefore the concepts of the combined buffer requirement and the maximum 

distributable amount do not apply. 

Further, unlike with AT1 securities issued by other European banks, the Notes conta in  a 

dividend stopper – i.e. if Credit Suisse does not pay a coupon, the group shall not 

recommend to ordinary shareholders any dividend or other distribution in cash or in  kind 

be paid or made on any ordinary shares. Capital returns (such as share buy-backs) are 

also not permitted. 

At the same time, if Credit Suisse elects to pay dividends on ordinary shares 

corresponding to a period when there is unpaid interest on the Notes, then CSG s hould 

pay Notes holders the aggregate amount of all unpaid interest which has arisen durin g 

the period. 

Conditions under which coupon payments are prohibited 

CSG is prohibited from making coupon payments on the Notes in the following 

circumstances: 

• Distributable profits are less than the sum of (i) the aggregate amount of such interes t 

payments and (ii) all other payments (except redemptions) made by CSG since the 

last financial year on the Notes and any other Tier 1 instruments or shares – excluding 

any portion of such payment already accounted for in determining distributable profits; 

• CSG is not in compliance with all applicable minimum Swiss capital adequacy 

requirements after paying interest on the Notes; 

• FINMA, the Swiss regulator, has required CSG not to make such an interest payment. 

We do not consider distributable profits to be constrain ing factor for the group to pay 

coupons. As of end-2017, CSG had CHF 15.7bn in distributable profits  (CHF 10.5bn in 

statutory and discretionary reserves  plus CHF 5.2bn in retained earnings brought forward 

and no net loss). Distributable profits are defined as the aggregate of net profits carried 

forward and freely distributable reserves (other than reserves for own shares).  

Applicable requirements 

The revised Swiss SRB (systemically relevant bank) framework came into effect in July 

2016 and is being phased-in until the end of 2019. Under the framework, the fully applied 

minimum going concern capital requirement is 14.3% of RWAs, of which at least 10% 

must be met with CET1 capital and the remainder with high-trigger AT1 securities. In 

addition, there is a minimum going concern leverage ratio of 5%, of which at least 3.5% 

must be with CET1 capital and the remainder with high-trigger AT1 instruments. 

Gone concern requirements mirror going concern requirements, i.e. 14.3% of RWAs  and 

5% leverage ratio and can be met with bail-in debt instruments, CET1 capital, AT1 and 

Tier 2 securities. At its discretion, FINMA, may reduce gone concern requirements if CSG 
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takes additional steps to improve its resolvability. The combination of going concern and 

gone concern requirements equates to total loss absorbing capacity (TLAC). 

As of 1Q 2018, the group had low-trigger AT1 (the Notes) and Tier 2 securities that 

benefit from grandfathering provisions. Low-trigger AT1 securities qualify as going 

concern capital until their first call date and thereafter may be used to meet gone concern 

requirements. The group’s two low-trigger Tier 2 securities qualify as going concern 

capital until end-2019 and thereafter may be used for gone concern requirements. 

As of 1Q 2018, the group’s  look-through total loss absorbing capacity was 30.6% on an 

RWA basis and 8.9% on a leverage basis. The look-through RWA requirements have 

already been met and the group is on its way to meeting look-through leverage 

requirements.  

Through 2019, the group intends to continue replacing a portion of maturing operating 

company debt with TLAC-eligible holding company debt and replacing outstanding 

callable capital instruments with fully compliant high-trigger AT1 securities. 

Figure 1: Total loss-absorbing capacity 

 

Notes: Gone concern requirements include the impact of  rebates – 2% f or RWAs and 0.7% f or the lev erage ratio denominator – which are being phased-in until January  

2020. Going concern RWA requirements include a countercy clical buf fer of  0.2%. Gone concern RWA requirements do not incorporate any  countercy clical buf f ers. 

Source: Company  data, Scope Ratings 

 

  

1Q 2018 actual 

phase-in

2018 

requirement

1Q 2018  actual 

look-through

Jan 2020 

requirement

RWAs (CHF bn) 272 272

Going concern capital 18.8% 13.1% 17.3% 14.5%

  of which CET1 12.9% 9.7% 12.9% 10.2%

Gone concern loss-absorbing capacity 13.3% 7.7% 13.2% 12.3%

Total loss-absorbing capacity 32.2% 20.7% 30.6% 26.8%

Leverage ratio denominator (CHF bn) 932 932

Going concern capital 5.5% 4.0% 5.1% 5.0%

  of which CET1 3.7% 2.9% 3.7% 3.5%

Gone concern loss-absorbing capacity 3.9% 2.6% 3.9% 4.3%

Total loss-absorbing capacity 9.4% 6.6% 8.9% 9.3%
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B. Principal loss absorption 

Key risk: Principal loss absorption 

 

• For the 9.5% USD 1.725bn and 
7.125% USD 1.5bn Notes, the 
mechanism for loss absorption is 
equity conversion. 

• For the 3.875% Notes, the 
mechanism for loss absorption is 
permanent write down. 

 

The rated securities have one trigger: 

• Consolidated group CET1 < 7%, 

transitional basis 

   
 

Within the group’s capital structure, these high-trigger Notes are first in line to absorb 

losses, ahead of Credit Suisse’s other regulatory capital instruments. The trigger is 

relatively high at 7% and is based on CSG’s CET1 ratio. Meanwhile, the group’s other 

regulatory capital instruments have lower triggers of 5.125% and 5% and as well are 

measured against the sum of the group’s CET1 and Higher-Trigger capital ratios. For 

these reasons, there is a one notch rating differential between these Notes and the 

group’s other AT1 securities. 

Meanwhile, we note that the 7% trigger is well below the group’s minimum capital 

requirements under Swiss regulations. Under the Swiss Capital Adequacy Ordinance 

both high and low-trigger contingent convertible securities (including the Notes) may be 

triggered before the point of non-viability. Further, FINMA retains a fair degree of 

discretion in determining the point of non-viability. 

Distance to trigger 

We expect the group’s  CET1 capital ratio to remain solidly above the 7% trigger level as 

the group targets a pre-Basel III reforms CET1 ratio above 12.5%. 

Figure 2: Distance to trigger – Credit Suisse Group AG 

 
Source: Company  data, Scope Ratings 

 

  

2017 Q1 2018 2019

Trigger level 7.0% 7.0% 7.0%

CET1 capital ratio, phase-in 13.4% 12.9% >12.5% target

Gap (%) 6.4% 5.9%

Gap (CHF bn) 17.4                    15.9                    
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© 2018 Scope SE & Co. KGaA and all its subsidiaries including Scope Ratings GmbH, Scope Analysis GmbH, Scope Investor 
Services GmbH and Scope Risk Solutions GmbH (collectively, Scope). All rights reserved. The information and data 
supporting Scope’s ratings, rating reports, rating opinions and related research and credit opinions originate from sources 
Scope considers to be reliable and accurate. Scope does not, however, independently verify the reliability and accuracy of th e 
information and data. Scope’s ratings, rating reports, rating opinions, or related research and credit opinions are provided ‘as  
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other representatives be liable to any party for any direct, indirect, incidental or other damages, expenses of any kind, or 
losses arising from any use of Scope’s ratings, rating reports, rating opinions, related research or credit opinions. Ratings  and 
other related credit opinions issued by Scope are, and have to be viewed by any party as, opinions on relative credit risk and 
not a statement of fact or recommendation to purchase, hold or sell securities. Past performance does not necessarily predict  
future results. Any report issued by Scope is not a prospectus or similar document related to a debt security or issuing enti ty. 
Scope issues credit ratings and related research and opinions with the understanding and expectation that parties using them  
will assess independently the suitability of each security for investment or transaction purposes. Scope’s credit ratings address 
relative credit risk, they do not address other risks such as market, liquidity, legal, or volatility. The information and da ta 
included herein is protected by copyright and other laws. To reproduce, transmit, transfer, disseminate, translate, resell, or 
store for subsequent use for any such purpose the information and data contained herein, contact Scope Ratings GmbH at 
Lennéstraße 5 D-10785 Berlin. 
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