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What Good are the Numbers?
This is probably something that a lot of people are thinking about.
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=CS Tier 1 Common Equity Ratio

As of Dec. 31, CS had a common equity ratio well above many prior periods. It had been much lower in
2020 and 2021. It was also lower in September when bond vyields in many countries peaked.
Presumably, it had moved down again, but | am left scratching my head regarding how this chart leads
to AT1 being wiped out and how a need for additional loss provisions from the SNB were required as
well. | know that CS had a lot of issues, but how many were new or got materially worse in Q1? | don’t
know, but this chart concerns me, because it speaks of susceptibility.

It is About Yields

While deposit insurance and safety are issues (ones that | think were overstated), the reality is that we
live in a world where it is easy to move money to higher yielding (but still safe) assets. Yes, you get a
lot of benefits, features, and utility out of a bank account. However, for some, yield matters and that
really wasn’t an issue throughout ZIRP!
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The “Unrealized” Mark to Market Losses

| remain dumbfounded by some of the duration risk that was obviously taken (at least by one bank).

March 24, 2023 1



ACADEMY
SECURITIES

MISSION DRIVEN Macro Strategy Peter Tchir

Discretion is the Better Part of Valor - Again

The sense that | get from talking to people is that more time is being spent on what other issues could
be out there.

On the bright side, housing as a whole seems strong enough, the job market is solid, and corporate
credit is doing well. Maybe the market won’t decide that some subset of banks is facing additional risks.
However, CRE (in some regions) comes up as yet another issue where if assets needed to be sold, they
wouldn’t receive par bids.

The problem is that these risks get identified and drag a new set of banks into the limelight. | suspect
that if we see that, it will just include small and relatively unknown banks, but does it end there?

Skewed Towards Risk-Off

The big bull case seems to depend on the Fed being done hiking. That may or may not be the case, and
even if it is, I'm not sure what is left to be priced in.

So, for now, stay cautious on risk. So far, sadly, things are not playing out as well as I'd hoped for on
the central bank/policy maker front, and | think that we’ve seen those in charge be Too Clever By Half.
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https://academysecurities.com/wp-content/uploads/KISS-vs-Too-Clever-By-Half.pdf
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Disclaimer

This document and its contents are confidential to the person(s) to whom it is delivered and should not be copied or
distributed, in whole or in part, or its contents disclosed by such person(s) to any other person. Any party receiving and/or
reviewing this material, in consideration therefore, agrees not to circumvent the business proposals explicitly or implicitly
contained herein in any manner, directly or indirectly. Further, any recipient hereof agrees to maintain all information
received in the strictest confidence and shall not disclose to any third parties any information material to the opportunity
contained herein and, upon review hereof, agrees that any unauthorized disclosure by any party will result in irreparable
damage for which monetary damages would be difficult or impossible to accurately determine. Recipients recognize, and
hereby agree, that the proprietary information disclosed herein represents confidential and valuable proprietary
information and, therefore, will not, without express prior written consent, disclose such information to any person,
company, entity or other third party, unless so doing would contravene governing law or regulations.

This document is an outline of matters for discussion only. This document does not constitute and should not be interpreted
as advice, including legal, tax or accounting advice. This presentation includes statements that represent opinions, estimates
and forecasts, which may not be realized. We believe the information provided herein is reliable, as of the date hereof, but
do not warrant accuracy or completeness. In preparing these materials, we have relied upon and assumed, without
independent verification, the accuracy and completeness of all information available from public sources.

Nothing in this document contains a commitment from Academy to underwrite, subscribe or agent any securities or
transaction; to invest in any way in any transaction or to advise related thereto or as described herein. Nothing herein
imposes any obligation on Academy.

Academy is a member of FINRA, SIPC and MSRB. Academy is a Certified Disabled Veteran Business Enterprise and Minority
Business Enterprise and is a Service Disabled Veteran Owned Small Business as per the US SBA. Investment Banking
transactions may be executed through affiliates or other broker dealers, either under industry standard agreements or by
the registration of certain principals.
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