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it's Official: It is Now
Mr. and Mrs. UBS

In a historical, government brokered deal that some called
a “shotgun wedding”, UBS agreed to acquire Credit Suisse
in a deal valued at 3 billion Swiss Francs (CHF), or $3.25

billion, over the weekend.
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It’s Official: It is Now Mr. and
Mrs. UBS

In a historical, government brokered deal that
some called a “shotgun wedding”, UBS agreed to
acquire Credit Suisse in a deal valued at 3 billion
Swiss Francs (CHF), or $3.25 billion, over the
weekend. The deal also includes guarantees from
the Swiss government, as well as liquidity
provisions. Specifically, the Swiss National Bank
will offer UBS CHF 100 billion in liquidity assistance,
while the government will offer a CHF 9 billion
guarantee to cover potential losses stemming
from Credit Suisse’s investment portfolio. As the
deal is structured, UBS will absorb the first CHF 5
billion, the government the next CHF 9 billion, then
anything over that will also be absorbed by UBS.
In order to assure the completion of the deal, the
Swiss government is using an emergency
ordinance that waives the need for shareholder
approval. The new company will retain the name of
UBS and will be under the leadership of UBS’s
chairman Colm Kelleher. The deal is expected to
close by year end, although Kelleher believes that
it will take approximately 3-4 years to fully
integrate Credit Suisse, a move that will include
the removal of approximately USD 8 billion of the
combined company’s yearly cost base by the end
of 2027. The combined entity will manage
approximately USD b5 trillion of invested assets.

As we mentioned in our note last week, we
expected the Swiss government to intervene and
also expected a possible acquisition. This has now
occurred through an orchestrated acquisition. As
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Mohamed El-Erian said on Bloomberg earlier
today, this “wasn’t the best solution, but it was the
most reasonable option available.” In our note, we
also highlighted the possibility that if the Swiss
government intervened, regulators could force the
bank to cancel its debt to receive public sector
funding, possibly through the forceful write-down
or cancelation of the company’s Additional Tier 1
(ATH) junior bonds, or CoCos, as they are most
commonly known. These bonds had a provision
that if the Capital Equity Tier 1 ratio broke 7%, it
could force their write down or an outright
cancelation of these bonds. However, the bank's
CET1 ratio as of last week, stood close to 13%. This
theoretical buffer did not matter in today’s
transaction as Credit Suisse’s full outstanding
amount of CHF 16 billion in AT1 notes will be
cancelled and are now essentially worthless.

This is an important point of contention among
investors, as creditors are furious at the fact that,
given the implied valuation of Credit Suisse at CHF
3 billion, shareholders will be receiving something
in return for their shares, whereas holders of the
AT1 notes are essentially wiped out. This appears
to violate the normal waterfall of seniority among
investors and creditors, where equity is the most
junior of all investments and last in line to attain
any sort of capital in a situation such as this one.
This is the largest cancelation of AT1 instruments
in the history of this particular industry segment,
estimated to comprise over USD 200 billion of
financial assets. As can be expected, this will force
the reevaluation of the industry by holders of this
type of bonds. This will potentially lead to a
reduction in the value of these holdings, as an
increased risk premium will push up yields on
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these instruments, in turn reducing their value. This
move will also lead to increased costs of capital
for European Banks. As of this writing, BNP Paribas
and Societe Generale appeared to hold the most
AT1 bonds, among European banks. It is important
to note that OpCo debt and structured note
activity, are the most senior investments in what is
known as the capital stack.

We reached out to an old friend and colleague at a
bank in Switzerland today, to get a sense of the
situation in the country. The general commentary
revolved around this move being the best possible
option to restore confidence in the Swiss banking
system. However, concern for the significantly
larger size of the combined company was also top
of mind.

Notes from the Insigneo Structured Products
Group

Structure Notes issued by Credit Suisse will be

treated equivalently as OpCo debt.

o |t follows that Structured Notes, as equivalents,
are senior to CET1, AT1, HoldCo debt and other
Gone Concern Capital.

e Based on initial conversations with the CS desk
in NY, we should not expect liquidity issues
after the opening of the market on Monday in
all issued notes

Notes from the Insigneo Sales & Trading Desk
The Credit Suisse Contingent Collateral (CoCo)

notes spent much of the end of the week under a
great amount pressure, given the uncertainty on
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how the government would treat the riskier debt.
Some of this was answered over the weekend
with an unprecedented write-down of the bonds.
The Credit Suisse AT1 bonds were quoted at 25 on
the close of business Friday. In addition to the

volatility we would normally see emerging from a
weekend with such actions, we would caution Click or scan this code to access more
vigilance for other CoCos and spillover volatility. insights at insigneo.com/insights
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Important Legal Disclaimer

Insigneo Financial Group, LLC comprises a number of operating
businesses engaged in the offering of brokerage and advisory
products and services in various jurisdictions, principally in Latin
America. Brokerage products and services are offered through
Insigneo International Financial Services, LLC, headquartered in Puerto
Rico, and through Insigneo Securities, LLC, headquartered in Miami.
Both are members of the Financial Industry Regulatory Authority
(FINRA) and Securities Investors Protection Corporation (SIPC).
Investment advisory products and services are offered through
Insigneo Advisory Services, LLC, an investment adviser registered with
the Securities and Exchange Commission. In Uruguay, advisory
services are offered through Insigneo International Asesores de
Inversion Uruguay, SA, Insigneo Asesores de Inversion Latam, SRL, and
Insigneo Asesores de Inversion de Uruguay, SRL, in Argentina through
Insigneo Argentina, SAU, and in Chile through Insigneo Asesorias
Financieras, SPA. Collectively, these eight operating businesses make
up the Insigneo Financial Group. To learn more about the Broker
Dealers including their conflicts of interest and compensation
practices, please go to https://insigneo.com/disclosures/ or via
www.finra.org. To learn about Insigneo Advisory Services, LLC and any
conflicts related to its advisory services, please see its Form ADV and
brochure which can be found at Investment Advisor Public Disclosure
website https://adviserinfo.sec.gov/

FOR AFFILIATES LOCATED IN CHILE

Insigneo Asesorias Financieras SPA se encuentra inscrito en Chile, en
el Registro de Asesores de Inversion de la Comision para el Mercado
Financiero. Este informe fue efectuado por area de Research &
Strategy de Insigneo Securities LLC. o sus proveedores, en base a la
informacién disponible a la fecha de emision de este. Para evitar
cualquier conflicto de interés, Insigneo Securities LLC dispone que
ningun integrante del equipo de Research & Strategy tenga su
remuneracion asociada directa o indirectamente con una
recomendacion o reporte especifico o con el resultado de una cartera.

Aunque los antecedentes sobre los cuales ha sido elaborado este
informe fueron obtenidos de fuentes consideradas confiables, no
podemos garantizar la completa exactitud e integridad de estos, no
asumiendo responsabilidad alguna al respecto Insigneo Securities LLC,
Insigneo Asesorias Financieras SPA ni ninguna de sus empresas
relacionadas.

Este material esta destinado Unicamente a facilitar el debate general y
no pretende ser fuente de ninguna recomendacion especifica para una
persona concreta. Por favor, consulte con su ejecutivo de cuentas o
con su asesor financiero si alguna de las recomendaciones especificas
que se hacen en este documento es adecuada para usted. Este
documento no constituye una oferta o solicitud de compra o venta de
ningun valor en ninguna jurisdiccion en la que dicha oferta o solicitud
no esté autorizada o a ninguna persona a la que seailegal hacer dicha
oferta o solicitud. Las inversiones en cuentas de corretaje y de
asesoramiento de inversiones estan sujetas al riesgo de mercado,
incluida la pérdida de capital.
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La informacion base del presente informe puede sufrir cambios, no
teniendo Insigneo Securities LLC ni Insigneo Asesorias Financieras SPA
la obligaciéon de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios. Cualquier opinion,
expresion, estimacion y/o recomendacion contenida en este informe
constituyen el juicio o vision de area de Research & Strategy de
Insigneo Securities LLC. o sus proveedores, a la fecha de su
publicaciéon y pueden ser modificadas sin previo aviso.

FOR AFFILIATES LOCATED IN URUGUAY

En Uruguay, los valores estan siendo ofrecidos en forma privada de
acuerdo al articulo 2 de la ley 18.627 y sus modificaciones. Los valores
no han sido ni seran registrados ante el Banco Central del Uruguay para
oferta publica.

FOR AFFILIATES LOCATED IN ARGENTINA

Insigneo Argentina S.A.U. Agente Asesor Global de Inversién se
encuentra registrado bajo el N° 1063 de la Comisién Nacional de
Valores (CNV) e inscripto ante la Inspeccién General de Justicia (1GJ)
bajo el N° 12.278 del Libro 90, Tomo -, de Sociedades por Acciones.
Este informe fue efectuado por area de Research & Strategy de
Insigneo Securities LLC. o sus proveedores, en base a la informacion
disponible a la fecha de su emisién. Para evitar cualquier conflicto de
interés, Insigneo Securities LLC dispone que ningun integrante del
equipo de Research & Strategy tenga su remuneracion asociada
directa o indirectamente con una recomendacioén o reporte especifico
o con el resultado de una cartera. Aunque los antecedentes sobre los
cuales ha sido elaborado este informe fueron obtenidos de fuentes
consideradas confiables, no podemos garantizar la completa exactitud
e integridad de estos, no asumiendo responsabilidad alguna al
respecto Insigneo Securities LLC, Insigneo Argentina S.A.U. ni ninguna
de sus empresas relacionadas. La informaciéon base del presente
informe puede sufrir cambios, no teniendo Insigneo Argentina S.A.U. la
obligacién de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios.

Este material esta destinado Unicamente a facilitar el debate general
y no pretende ser fuente de ninguna recomendacioén especifica para
una persona concreta. Por favor, consulte con su ejecutivo de
cuentas o con su asesor financiero si alguna de las recomendaciones
especificas que se hacen en este documento es adecuada para
usted. Este documento no constituye una oferta, recomendacion o
solicitud de compra o venta de ningun valor negociable en ninguna
jurisdiccion en la que dicha oferta o solicitud no esté autorizada o a
ninguna persona a la que sea ilegal hacer dicha oferta o solicitud. Las
inversiones en valores negociables estan sujetas al riesgo de
mercado, incluida la pérdida parcial o total del capital invertido.
Cualquier opinidn, expresion, estimacion y/o recomendacion
contenida en este informe constituyen el juicio o visidon de area de
Research & Strategy de Insigneo Securities LLC. o sus proveedores, a
la fecha de su publicacion y pueden ser modificadas sin previo aviso.



