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On Sunday March 19, 2023, the Swiss Financial Market Supervisory Authority 
(FINMA – the Swiss banking regulator) approved the merger of UBS and Credit 
Suisse, two of the global systemically important financial institutions (G-SIFIs). UBS 
agreed to purchase Credit Suisse in an all-equity transaction for approximately CHF 
3 billion in UBS common shares. FINMA, The Swiss National Bank (SNB) and the 
Federal Council of the Swiss Confederation all took active part in the discussions 
and decisions that led to the sale of Credit Suisse. The Swiss Government provided 
substantial financial support as part of this sale. In its release FINMA stated that this 
support “will trigger a complete write-down of the nominal value of all AT1 
shares of Credit Suisse in the amount of around CHF 16 billion.” This is only the 
second write-down of AT1 securities of a European bank, the first and only other 
being Banco Popular Espanol SA in 2017.

Without the merger Credit Suisse was a de facto failed bank due to a crisis of 
confidence. Credit Suisse has been weakened from years of challenges, including 
executive turnover, losses from the Greensill supply chain finance funds and from 
the investment firm Archegos, as well as profitability struggles with its own 
investment banking operations. Despite a CHF 4 billion common equity recap in 
2022, new management and a fresh strategic plan, the bank’s burdens have 
become overwhelming. 

FINMA said that to facilitate Credit Suisse’s sale to UBS, “further liquidity assistance 
will be assured” by the SNB and Swiss Federation. The regulator further stated that 
“the liquidity provided by the SNB will include a loan covered by a federal 
guarantee. The Swiss Confederation will also provide guarantees for potential losses 
of certain assets that UBS will acquire as part of the transaction, if these losses 
exceed a specific threshold.” UBS will receive CHF 9 billion of protection “in case of 
losses extending beyond the first CHF 5 billion which would be borne by UBS” for 
non-core assets. In addition, the write-down of Credit Suisse’s CHF 15.8 billion of
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AT1 securities by FINMA will strengthen its core capital. Assuming completion of 
the merger UBS has stated that its CET1 capital will be significantly above its 13% 
target range.

This transaction more clearly places UBS as a leading global wealth and asset 
management firm, with approximately US$ 5 trillion in invested assets. It also 
strengthens UBS’s already solid position in domestic Swiss banking, though it is very 
possible that this position could be reduced to address market concentration 
concerns by regulators and the Swiss Government. While the integration of Credit 
Suisse will be a challenging task for UBS, Spectrum is optimistic that UBS will rise to 
this challenge. Spectrum continues to view UBS as a sound credit.

Spectrum believes that the liquidity and other support provided to Credit Suisse 
and UBS will be sufficient to protect the Swiss economy and help ensure the 
smooth operation of the post-merger bank. Importantly, Spectrum has been 
selling down positions in Credit Suisse over the past year.

John J. Kriz, Senior Vice President
Joe Urciuoli, Head of Research



Classification: Company Confidential

This material is provided by and reflects the current views and opinions of Spectrum Asset Management, Inc., an affiliate of 
Principal Global Investors. 

Past performance is no guarantee of future results. Investing involves risk, including possible loss of principal. 

This material covers general information only and does not take account of any investor’s investment objectives or financial 
situation and should not be construed as specific investment advice, a recommendation, or be relied on in any way as a 
guarantee, promise, forecast or prediction of future events regarding an investment or the markets in general. Information 
presented has been derived from sources believed to be accurate; however, we do not independently verify or guarantee its 
accuracy or validity. Any reference to a specific investment or security does not constitute a recommendation to buy, sell, or 
hold such investment or security, nor an indication that the investment manager or its affiliates has recommended a specific 
security for any client account. Subject to any contrary provisions of applicable law, the investment manager and its affiliates, 
and their officers, directors, employees, agents, disclaim any express or implied warranty of reliability or accuracy and any
responsibility arising in any way (including by reason of negligence) for errors or omissions in the information or data provided. 

This material may contain ‘forward-looking’ information that is not purely historical in nature and may include, among other 
things, projections and forecasts. There is no guarantee that any forecasts made will come to pass. Reliance upon information
in this material is at the sole discretion of the reader. This material is not intended for distribution to or use by any person or 
entity in any jurisdiction or country where such distribution or use would be contrary to local law or regulation. This document
is intended for use in: 

 The United States by Principal Global Investors, LLC, which is regulated by the U.S. Securities and Exchange Commission. 
• Europe by Principal Global Investors (EU) Limited, Sobo Works, Windmill Lane, Dublin D02 K156, Ireland. Principal Global 
Investors (EU) Limited is regulated by the Central Bank of Ireland. In Europe, this document is directed exclusively at 
Professional Clients and Eligible Counterparties and should not be relied upon by Retail Clients (all as defined by the MiFID). 
The contents of the document have been approved by the relevant entity. Clients that do not directly contract with Principal 
Global Investors (Europe) Limited (“PGIE”) or Principal Global Investors (EU) Limited (“PGI EU”) will not benefit from the 
protections offered by the rules and regulations of the Financial Conduct Authority or the Central Bank of Ireland, including
those enacted under MiFID II. Further, where clients do contract with PGIE or PGI EU, PGIE or PGI EU may delegate 
management authority to affiliates that are not authorized and regulated within Europe and in any such case, the client may 
not benefit from all protections offered by the rules and regulations of the Financial Conduct Authority, or the Central Bank of
Ireland.
• United Kingdom by Principal Global Investors (Europe) Limited, Level 1, 1 Wood Street, London, EC2V 7 JB, registered in 
England, No. 03819986, which is authorised and regulated by the Financial Conduct Authority (“FCA”). 
• United Arab Emirates by Principal Global Investors LLC, a branch registered in the Dubai International Financial Centre and
authorized by the Dubai Financial Services Authority as a representative office and is delivered on an individual basis to the 
recipient and should not be passed on or otherwise distributed by the recipient to any other person or organization.
 Singapore by Principal Global Investors (Singapore)Limited (ACRAReg.No.199603735H), which is regulated by the Monetary 
Authority of Singapore and is directed exclusively at institutional investors as defined by the Securities and Futures Act 2001.
This advertisement or publication has not been reviewed by the Monetary Authority of Singapore. 
 Australia by Principal Global Investors (Australia) Limited (ABN 45 102 488 068, AFS Licence No. 225385), which is regulated 
by the Australian Securities and Investments Commission. This document is intended for sophisticated institutional investors 
only. 
 This document is marketing material and is issued in Switzerland by Principal Global Investors (Switzerland) GmbH. 
 Hong Kong SAR (China) by Principal Asset Management Company (Asia) Limited which is regulated by the Securities and 
Futures Commission and is directed exclusively at professional investors as defined by the Securities and Futures Ordinance
 Other APAC Countries, this material is issued for institutional investors only(or professional/sophisticated/qualified investors, 
as such term may apply in local jurisdictions) and is delivered on an individual basis to the recipient and should not be passed
on, used by any person or entity in any jurisdiction or country where such distribution or use would be contrary to local law or
regulation. 

Insurance products and plan administrative services provided through Principal Life Insurance Co. Principal Funds, Inc. is 
distributed by Principal Funds Distributor, Inc. Securities are offered through Principal Securities, Inc., 800-547-7754, Member
SIPC and/or independent broker/dealers. Principal Life, Principal Funds Distributor, Inc., and Principal Securities are members 
of the Principal Financial Group®, Des Moines, IA 50392.

© 2023 Principal Financial Services, Inc. Principal®, Principal Financial Group®, Principal Asset Management, and Principal and 
the logomark design are registered trademarks and service marks of Principal Financial Services, Inc., a Principal Financial 
Group company, in various countries around the world and may be used only with the permission of Principal Financial Services, 
Inc. 

Principal Asset ManagementSM is a trade name of Principal Global Investors, LLC.
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