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What happened to Credit Suisse? 
The swift collapse of Silicon Valley Bank (SVB) in early March prompted investors to scour for signs of contagion in the 
global banking industry. This triggered a selloff in shares and bonds of global banks, including Credit Suisse (CS). 
Troubles for the Swiss lender quickly escalated to crucial levels following a series of events that started with the 
announcement of a delay in the publication of its annual reports following last-minute queries from US regulators 
over previous years’ financial statements. A few days later, CS announced that it found “material weaknesses” in its 
reporting and control procedures for the past two years. Soon after, Saudi National Bank, its largest shareholder, ruled 
out further financial help for the lender. The declaration—made in an environment of continued stress in the global 
banking sector—further intensified expectations of a possible default, and potentially a collapse, of CS.   

In a deal brokered by the Swiss government, UBS merged with CS in a US dollar (USD) 3.1 billion all-share transaction. 
While this averted the worst-case scenario of a sudden and disorderly collapse of the latter, the emergency transaction 
announced on 19 March included the write-down of Swiss franc 15.8 billion (about USD 17.3 billion) of all Additional 
Tier 1 bonds (AT1s) of CS. This was the central feature that triggered an outsized negative reaction in the financial 
community following announcement of the takeover. 

AT1s are securities that can be written down (partially or completely) or converted to equity in specified scenarios, 
outlined by the terms of these bonds issued by individual banks. AT1s carry a higher coupon than senior bonds as 
they are ranked below senior bonds and Tier-2 capital in a bank’s capital structure. Conventional norms also put AT1 
securities above common equity instruments in the capital structure, a point that has been reiterated by banking 
regulators across Europe, the UK, Hong Kong and Singapore this week. Hence, the complete write-down of CS’s AT1s, 
while common shareholders received some compensation, rattled confidence in the global AT1 market. Within the 
region, there was a knee-jerk reaction with spreads of Asia Pacific financial sector senior debt widening about 5-20 
basis points (bps), with Tier 2 capital bonds (T2) widening around 10-30 bps and prices of AT1s falling about 2-10 
points. Spreads of instruments issued by stronger banks—including Singapore banks or those from more 
bondholder-friendly jurisdictions—widened less.  

Separately, while arguably tighter financial conditions—prompted by the aggressive rate hikes by global central 
banks—were central to the ongoing stress in the global financial sector, underlying idiosyncratic reasons are seen to 
have played critical roles in the collapse of both SVB and CS. In the case of SVB, weaker regulation and supervision for 
US regional banks, together with SVB’s very niche source of deposits, reportedly led to its insolvency. As for CS, the 
Swiss lender had been struggling for years. The bank’s franchise and long-term business were seen to have been 
weakened by its own failings and not by exposure to a systematically problematic sector like the US real estate market 
during the 2008 Global Financial Crisis (GFC). In contrast, bank-specific lapses in governance and risk control in recent 
years and an inability to restore investor confidence in its risk culture and business transformation plan reportedly led 
to rising outflows from CS’s wealth management and domestic bank deposits.  
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Where to from here? 
The decision by the Swiss regulator (FINMA) to fully write down the value of all CS AT1 securities spurred losses among 
investors and triggered elevated uncertainty for the asset class. That said, we do not expect such losses to cause a 
systemic crisis similar to the GFC. It should be noted that although the turmoil in the US regional banking sector 
triggered by the collapse of SVB and resulting market volatility likely were catalysts for the sudden loss of confidence 
in CS, the problems faced by the two banks are quite distinct, suggesting that a broader global financial crisis is 
unlikely to develop. 

In addition, most of the global systemically important banks (G-SIBs) and financial institutions (G-SIFI) have very 
robust capitalisation and liquidity, generated respectable profits in the most recent reporting period and do not face 
any major asset quality/credit risk issues—as demonstrated by their resilience through the COVID-19 pandemic. Asian 
banks in particular are considered to be generally much stronger fundamentally vis-à-vis their counterparts in the 
developed markets. The regulatory regimes in Asia are considered much more robust, resulting in banks that are well 
capitalised and have conservative business models, with well-diversified sector exposure in terms of loans and 
investments, competently-managed duration exposures in the liquid investment portfolios and a broad and relatively 
stickier depositor base. A good number of Asian banks are also partially owned by their respective governments. 

It could be some time before the market stabilises, and investor appetite toward financial subordinated debt will likely 
be weak in the near term. Some additional valuation premium (wider spread) may be required until regulators in 
Europe and the US manage to effectively stabilise their respective banking sectors. That said, considering the current 
valuations of fundamentally stronger Asian banks, we believe that a large part of such concerns are already reflected 
in their spreads/price following the re-pricing on 20 March.   
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Important information: This document is prepared by Nikko Asset Management Co., Ltd. and/or its affiliates (Nikko AM) and is for distribution 
only under such circumstances as may be permitted by applicable laws. This document does not constitute personal investment advice or a 
personal recommendation and it does not consider in any way the objectives, financial situation or needs of any recipients. All recipients are 
recommended to consult with their independent tax, financial and legal advisers prior to any investment. 

This document is for information purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments or 
participate in any trading strategy. Moreover, the information in this document will not affect Nikko AM’s investment strategy in any way. The 
information and opinions in this document have been derived from or reached from sources believed in good faith to be reliable but have not 
been independently verified. Nikko AM makes no guarantee, representation or warranty, express or implied, and accepts no responsibility or 
liability for the accuracy or completeness of this document. No reliance should be placed on any assumptions, forecasts, projections, estimates or 
prospects contained within this document. This document should not be regarded by recipients as a substitute for the exercise of their own 
judgment. Opinions stated in this document may change without notice. 

In any investment, past performance is neither an indication nor guarantee of future performance and a loss of capital may occur. Estimates of 
future performance are based on assumptions that may not be realised. Investors should be able to withstand the loss of any principal investment. 
The mention of individual securities, sectors, regions or countries within this document does not imply a recommendation to buy or sell. 

Nikko AM accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this document, provided 
that nothing herein excludes or restricts any liability of Nikko AM under applicable regulatory rules or requirements. 

All information contained in this document is solely for the attention and use of the intended recipients. Any use beyond that intended by Nikko 
AM is strictly prohibited. 

Japan: The information contained in this document pertaining specifically to the investment products is not directed at persons in Japan nor is it 
intended for distribution to persons in Japan. Registration Number: Director of the Kanto Local Finance Bureau (Financial Instruments firms) No. 
368 Member Associations: The Investment Trusts Association, Japan/Japan Investment Advisers Association. 

United Kingdom: This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and regulated in the United 
Kingdom by the Financial Conduct Authority (the FCA) (FRN 122084). This document constitutes a financial promotion for the purposes of the 
Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the FCA in the United Kingdom, and is directed at professional 
clients as defined in the FCA Handbook of Rules and Guidance. 

Luxembourg and Germany: This document is communicated by Nikko Asset Management Luxembourg S.A., which is authorised and regulated in 
the Grand Duchy of Luxembourg by the Commission de Surveillance du Secateur Financier (the CSSF) as a management company authorised 
under Chapter 15 of the Law of 17 December 2010 (No S00000717) and as an alternative investment fund manager according to the Law of 12 July 
2013 (No. A00002630). 

United States: This document may not be duplicated, quoted, discussed or otherwise shared without prior consent. Any offering or distribution of 
a Fund in the United States may only be conducted via a licensed and registered broker-dealer or a duly qualified entity. Nikko Asset Management 
Americas, Inc. is a United States Registered Investment Adviser. 

Singapore: This document is for information to institutional investors as defined in the Securities and Futures Act (Chapter 289), and intermediaries 
only. Nikko Asset Management Asia Limited (Co. Reg. No. 198202562H) is regulated by the Monetary Authority of Singapore. 

Hong Kong: This document is for information to professional investors as defined in the Securities and Futures Ordinance, and intermediaries only. 
The contents of this document have not been reviewed by the Securities and Futures Commission or any regulatory authority in Hong Kong. Nikko 
Asset Management Hong Kong Limited is a licensed corporation in Hong Kong. 

New Zealand: This document is issued in New Zealand by Nikko Asset Management New Zealand Limited (Company No. 606057, FSP22562). It 
is for the use of wholesale clients, researchers, licensed financial advisers and their authorised representatives only. 

Kingdom of Bahrain: The document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer 
to the public to purchase the Strategy will be made in the Kingdom of Bahrain and this document is intended to be read by the addressee only 
and must not be passed to, issued to, or shown to the public generally. 

Kuwait: This document is not for general circulation to the public in Kuwait. The Strategy has not been licensed for offering in Kuwait by the Kuwaiti 
Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the Strategy in Kuwait on the basis a private placement 
or public offering is, therefore, restricted in accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as amended). No private or public 
offering of the Strategy is being made in Kuwait, and no agreement relating to the sale of the Strategy will be concluded in Kuwait. No marketing 
or solicitation or inducement activities are being used to offer or market the Strategy in Kuwait. 

Kingdom of Saudi Arabia: This document is communicated by Nikko Asset Management Europe Ltd (Nikko AME), which is authorised and regulated 
by the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the Financial Conduct Authority (the FCA) in the United 
Kingdom (the FCA Rules). This document should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in 
full or in part for any purpose whatsoever without a prior written permission from Nikko AME. 

This document does not constitute investment advice or a personal recommendation and does not consider in any way the suitability or 
appropriateness of the subject matter for the individual circumstances of any recipient. In providing a person with this document, Nikko AME is 
not treating that person as a client for the purposes of the FCA Rules other than those relating to financial promotion and that person will not 
therefore benefit from any protections that would be available to such clients. 

Nikko AME and its associates and/or its or their officers, directors or employees may have or have had positions or material interests, may at any 
time make purchases and/or sales as principal or agent, may provide or have provided corporate finance services to issuers or may provide or 
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have provided significant advice or investment services in any investments referred to in this document or in related investments. Relevant 
confidential information, if any, known within any company in the Nikko AM group or Sumitomo Mitsui Trust Holdings group and not available to 
Nikko AME because of regulations or internal procedure is not reflected in this document. The investments mentioned in this document may not 
be eligible for sale in some states or countries, and they may not be suitable for all types of investors. 

Oman: The information contained in this document nether constitutes a public offer of securities in the Sultanate of Oman as contemplated by 
the Commercial companies law of Oman (Royal decree 4/74) or the Capital Markets Law of Oman (Royal Decree80/98, nor does it constitute an 
offer to sell, or the solicitation of any offer to buy non-Omani securities in the Sultanate of Oman as contemplated by Article 139 of the Executive 
Regulations to the Capital Market law (issued by Decision No. 1/2009). This document is not intended to lead to the conclusion of any contract of 
whatsoever nature within the territory of the Sultanate of Oman. 

Qatar (excluding QFC): The Strategies are only being offered to a limited number of investors who are willing and able to conduct an independent 
investigation of the risks involved in an investment in such Strategies. The document does not constitute an offer to the public and should not be 
reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose whatsoever without a prior 
written permission from Nikko Asset Management Europe Ltd (Nikko AME). No transaction will be concluded in your jurisdiction and any inquiries 
regarding the Strategies should be made to Nikko AME. 

United Arab Emirates (excluding DIFC): This document and the information contained herein, do not constitute, and is not intended to constitute, 
a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The Strategy is only being offered to a 
limited number of investors in the UAE who are (a) willing and able to conduct an independent investigation of the risks involved in an investment 
in such Strategy, and (b) upon their specific request. 

The Strategy has not been approved by or licensed or registered with the UAE Central Bank, the Securities and Commodities Authority or any 
other relevant licensing authorities or governmental agencies in the UAE. This document is for the use of the named addressee only and should 
not be given or shown to any other person (other than employees, agents or consultants in connection with the addressee's consideration thereof). 

No transaction will be concluded in the UAE and any inquiries regarding the Strategy should be made to Nikko Asset Management Europe Ltd. 

Republic of Korea: This document is being provided for general information purposes only, and shall not, and under no circumstances is, to be 
construed as, an offering of financial investment products or services. Nikko AM is not making any representation with respect to the eligibility of 
any person to acquire any financial investment product or service. The offering and sale of any financial investment product is subject to the 
applicable regulations of the Republic of Korea. Any interests in a fund or collective investment scheme shall be sold after such fund is registered 
under the private placement registration regime in accordance with the applicable regulations of the Republic of Korea, and the offering of such 
registered fund shall be conducted only through a locally licensed distributor. 

 

 
 


	What happened to Credit Suisse?
	Where to from here?

