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Introduction 
 
BB&T Corporation (BB&T) is one of the largest financial services holding companies in the 
U.S. with $188 billion in assets and market capitalization of $28.4 billion, as of June 30, 2014. 
Based in Winston-Salem, N.C., the company operates 1,844 financial centers in 12 states and 
Washington, D.C., and offers a full range of consumer and commercial banking, securities 
brokerage, asset management, mortgage and insurance products and services. A Fortune 500 
company, BB&T has been recognized for outstanding client satisfaction by J.D. Power and 
Associates, the U.S. Small Business Administration, Greenwich Associates, and others.  
 
As one of the largest banking organizations, BB&T is subject to the Comprehensive Capital 
Analysis and Review and is required to provide company-run stress test disclosures under the 
Dodd-Frank Wall Street Reform and Consumer Protection Act (DFA) twice a year. This 
document provides the results of BB&T’s mid-cycle DFA stress test under a hypothetical 
macroeconomic scenario. 
 
For its company-run stress tests, BB&T developed stress testing models specific to the company 
that considered each applicable risk in the scenario. These models were designed to capture 
BB&T’s exposures and the effect of the stress scenario on the company’s performance in light  
of BB&T’s particular mix of assets and businesses and the specific effects on the markets where 
BB&T operates. The DFA mid-cycle stress test results presented are not necessarily comparable 
to the results presented by other institutions or to prior periods.  
 
This document includes a discussion of the results of the company-run mid-cycle stress test 
under the BB&T Severely Adverse scenario. It is important to note that the hypothetical scenario 
developed by BB&T and used in this company-run stress test differs significantly from the 
severely adverse scenario provided by the Federal Reserve during the DFA stress test conducted 
in early 2014. The mid-cycle scenario used was designed to be substantially more severe than the 
Federal Reserve’s assumptions. BB&T’s assumptions include a peak unemployment rate of 
11.2% by the end of 2015. BB&T estimated that home prices would decline by 27% 
(cumulative) and the 10-year vs. three-month U.S. Treasury spread inverts to 62 basis points at 
its peak. BB&T’s Board of Directors approved the stress test selected to demonstrate the 
company’s ability to withstand a deep and severe economic scenario and maintain a significant 
level of excess capital. 
 
The March 2014 DFA stress test results and the 2014 mid-cycle DFA stress test results may not 
be comparable. The mid-cycle company-run scenario is not a forecast of anticipated economic 
conditions; therefore, estimates produced under the company-run stress test are not forecasts of 
expected losses, revenues, net income before taxes, or capital ratios. For additional financial 
information about BB&T, please visit www.BBT.com/about. 
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Summary of Results 
 
BB&T’s performance under the BB&T Severely Adverse scenario indicated that BB&T would 
maintain strong capital levels to withstand a severe recession. Results showed a significant 
reduction in net income, which was driven by high unemployment levels, a decline in housing 
prices, an inverted yield curve and a combination of other stressed economic factors.  

 
Projected changes in capital in the BB&T Severely Adverse scenario were driven primarily by 
reduced levels of net income available to common shareholders. The effects of the BB&T 
Severely Adverse scenario on net income include higher loan charge-offs, increased foreclosure 
expenses and a higher provision for loan and lease losses. BB&T net interest income was 
impacted negatively by increased nonperforming loans and the inverted yield curve. Capital 
levels were further reduced by the partial disallowance of deferred tax assets and higher risk-
weighted assets. Please refer to the table of loan losses in the Credit Loss Forecasts section 
below for the composition of projected loan charge-offs.  
 
Risks 
 
BB&T administers its company-run stress tests through its Capital Adequacy Process (CAP). 
The CAP identifies and quantifies the company’s material risks under different hypothetical risk 
events prescribed by the BB&T Severely Adverse scenario. These risks range from idiosyncratic 
risks (geographic footprint and credit portfolio concentrations) to broad economic, political, and 
regulatory and compliance risks that BB&T believes may impact the company. The types of 
risks addressed by the company-run stress tests under the BB&T Severely Adverse scenario are 
listed below. 
 

Credit Risk – The risk to earnings or capital arising from the default, inability, or 
unwillingness of a borrower, obligor, or counterparty to meet the terms of any financial 
obligation with BB&T or otherwise perform as agreed.  
 
Market Risk – The risk to earnings or capital arising from changes in the market value 
of portfolios, securities, or other financial instruments due to changes in the level, 
volatility, or correlations among financial market rates or prices, including interest rates, 
foreign exchange rates, equity prices, commodity prices, or other relevant rates or prices.  
 
Liquidity Risk – The risk to ongoing operations, arising from the inability to 
accommodate liability maturities, deposit withdrawals, fund asset growth, or meet 
contractual obligations when they come due.  
 
Operational Risk – The risk to earnings or capital arising from inadequate or failed 
internal processes, people and systems or from external events. This definition includes 
legal risk, which is the risk of loss arising from defective transactions, litigation or claims 
made, or the failure to adequately protect company-owned assets. 
 
Compliance Risk – The risk to earnings, capital, or reputation arising from violations of 
or noncompliance with current and changing laws, regulations, supervisory guidance, 
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regulatory expectations, or the rules, standards, or codes of conduct of self-regulatory 
organizations.  
 
Strategic Risk – The risk to earnings, capital, enterprise value, and to the achievement of 
BB&T’s Vision, Mission, Purpose and business objectives consistent with our Values 
that arises from BB&T’s business strategy, adverse business decisions, improper or 
ineffective implementation of decisions, or lack of responsiveness to changes in the 
business environment.   
 
Reputation Risk – The risk to earnings, capital, enterprise value, the BB&T brand, and 
public confidence arising from negative publicity or public opinion, whether real or 
perceived, regarding BB&T’s business practices, products and services, transactions, or 
other activities undertaken by BB&T, its representatives, or its partners.  

 
BB&T addressed each of the above risk types in its company-run stress tests. BB&T’s credit loss 
models are specifically designed to capture credit risk and potential effects on the performance of 
the bank’s portfolios and revenue generating activities. Balance sheet projections account for 
market risk in the stress scenario. BB&T’s liquidity management process takes liquidity risk into 
account within the projections of costs and sources of funding on the balance sheet. For the 
company-run stress tests, BB&T supplemented the stress scenario with hypothetical operational 
loss events the company analyzes as part of its risk management program to capture risks 
relevant to the bank’s operations, incorporating considerations of reputation risk into analyses of 
potential revenue loss. To address compliance risk, BB&T also supplemented the stress scenario 
with hypothetical systemic risk events designed to stress revenue projections in light of potential 
changes in banking regulations. BB&T addressed strategic risk in the stress scenario by 
modifying loan and deposit initiatives to preserve capital and enhance liquidity.  
 
BB&T Severely Adverse Scenario Design 
 
For its company-run stress tests, the BB&T Severely Adverse scenario was based on a core 
scenario developed by a nationally recognized provider of economic scenarios and tailored by 
BB&T to stress the risks and exposures consistent with key vulnerabilities unique to BB&T. The 
scenario uses hypothetical operational, compliance, and strategic loss events designed 
specifically to capture BB&T’s idiosyncratic vulnerabilities to increase its severity.  
 
The scenario targets BB&T’s vulnerabilities to deteriorating labor and housing markets and 
includes a period with an inverted yield curve. The scenario’s features for the 2014 mid-cycle 
DFA stress tests are: 

• Real GDP declines by 5.1% through the third quarter of 2015 before expanding by 0.1% 
by the end of 2015 and 2.6% in 2016. 

• Unemployment rate increases 4.6 percentage points and peaks at 11.2% by the end of 
2015. 

• CPI inflation increases to 3.9% in 2014, and then slows to 2.9% and 1.3%, on average, in 
2015 and 2016, respectively. 
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• Equity prices fall almost 60% by the end of 2015 and only recover to about 60% of their 
starting value by the end of the forecast (second quarter 2016); equity market volatility 
more than quadruples its starting value by early 2016 and remains elevated through the 
forecast. 

• Nominal home prices decline 27% through the first quarter of 2016 and remain at a low 
level through the end of the scenario. 

• Commercial real estate prices decline 12.8% to their trough in the second quarter of 2016. 

• Short-term Treasury rates spike to 4.0% by the first quarter of 2015 before slowly 
declining to average 1.3% in 2017. 

• Long-term Treasury yields increase to 4.2% by the fourth quarter of 2015, resulting in an 
inverted yield curve from mid-2014 through early 2015, before further edging up 
approximately 1.1 percentage points by the end of the forecast; mortgage spreads 
increase almost 4.8 percentage points by the end of 2014 with a gradual unwind to 
current levels by the end of the forecast. 

• The Baa corporate spread rises 1.6 percentage points by the end of 2014 and reaches 
2.8% before dropping to 2.3% by the end of the forecast. 

 
BB&T management also included five company-specific idiosyncratic events and a systemic 
regulatory risk event in the stress scenario. 
 
Key variable paths under the BB&T Severely Adverse scenario are detailed in the table below: 
 

 
 
Methodologies 
 
BB&T’s methodologies focus on defining the estimated impact of the macroeconomic 
assumptions on its business activities to produce the scenario results. The stress testing process 
relies on a combination of econometric models, other quantitative methods, and qualitative 
assessments to produce the hypothetical stressed outcomes. The effect of model sensitivity, 
limitations, and assumptions are factored into projections to account for the inherent 
uncertainties that exist in such an exercise. 
 

BB&T Severely Adverse Scenario - Paths of Selected Macroeconomic Variables

Quarter Ending National Regional
3/31/2014 0.06% 2.83% 4.4% - 1.9% 6.6% 6.4% - - 
6/30/2014 1.53% 2.99% 6.1% (5.7%) (2.5%) 7.3% 7.0% (24.3%) (16.4%)
9/30/2014 3.15% 3.14% 7.3% (7.5%) (4.6%) 8.3% 7.8% (33.7%) (21.0%)

12/31/2014 3.88% 3.35% 8.1% (12.3%) (4.7%) 9.0% 8.5% (47.4%) (27.8%)
3/31/2015 4.03% 3.61% 8.3% (16.4%) (4.5%) 9.8% 9.3% (61.0%) (45.1%)
6/30/2015 3.78% 3.78% 8.2% (19.5%) (3.6%) 10.5% 10.0% (66.8%) (49.9%)
9/30/2015 3.28% 3.90% 8.0% (22.1%) (0.6%) 11.0% 10.5% (65.8%) (58.2%)

12/31/2015 2.02% 4.25% 7.6% (25.5%) 0.3% 11.2% 10.8% (65.6%) (59.4%)
3/31/2016 1.09% 4.41% 7.3% (27.0%) 2.5% 11.1% 10.8% (68.1%) (58.7%)
6/30/2016 0.98% 4.47% 6.8% (26.8%) 2.2% 10.9% 10.6% (53.1%) (55.2%)

Residential 
Permits 

Cumulative 
Change

S&P 500 
Cumulative 

Change
Unemployment Rate3-month T-bill 

Yield
10-year T-bond 

Yield
30-year 

Mortgage Rate

Case-Shiller HPI 
Cumulative 

Change

Real GDP 
Annualized 

Change
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In addition, BB&T’s stress testing framework uses qualitative components intended to enhance 
the rigor of the process. In most cases, qualitative assessments are used to decrease revenue 
projections or increase loss estimates under the scenario. BB&T believes the involvement of 
qualitative assessment in considering the stress scenario and possible outcomes improves the 
capital adequacy assessment. The qualitative reviews are performed by BB&T senior 
management across the organization including risk management and the lines of business. 
 
The methodologies applied to generate BB&T’s results under the scenario are segmented into 
four broad categories, discussed below. 
 
Balance Sheet 
The balance sheet and net interest income under stressed economic conditions were projected for 
loans, securities, deposits, and borrowings based on a combination of econometric models, other 
quantitative methods, and qualitative assessments. Models and other quantitative methods 
projected average outstanding balances for each loan and deposit category based on historical 
relationships with macroeconomic variables in the scenario. Qualitative adjustments took into 
consideration the loan production pipeline, net charge-offs, expected BB&T initiatives, and 
assumptions regarding pricing spreads and new debt issuances. These adjustments were modified 
for the stressed macroeconomic scenario based on the likelihood of execution. For example, a 
BB&T initiative to grow deposits in a baseline scenario may be unlikely to succeed in a severe 
recession. 
 
BB&T used qualitative reviews of interest rate levels and other macroeconomic variables to 
ensure balance sheet results were consistent with the stress scenario being modeled. Liquidity 
management took into consideration the qualitative factors relevant to the scenario. The 
securities portfolio and wholesale funding sources were reviewed for their applicability to the 
scenario along with the relative pricing of instruments used for liquidity management. 
 
Net interest income was based on the projected balance sheet and pricing spreads unique to the 
scenario. 
 
Income Statement 
Inputs for BB&T’s net income forecasts were aggregated from BB&T’s lines of business and 
central forecasting teams. Consolidated adjustments were applied, and income statement 
projections were produced to reflect the more likely outcomes under the stress scenario. 
 
A combination of econometric models, other quantitative methods, and qualitative assessments 
projected each line item. Models and other quantitative methods formed the basis for the 
majority of BB&T’s noninterest income and expense projections before applying any qualitative 
adjustments designed to ensure consistency with economic intuition.  
 
In certain cases where BB&T historically outperformed peers in a line of business during 
economic downturns, judgment was applied to ensure projections were less favorable in the 
stress scenario, breaking with historical trends. Such qualitative adjustments helped align the 
models’ quantitative projections with the conditions of the scenario. 
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Projected losses, revenue, and income before tax for the BB&T Severely Adverse scenario are 
provided in the table below: 
 

 
 
Credit Loss Forecasts 
BB&T has developed and maintains models for use in forecasting loan and lease losses. The 
credit loss forecasting models used the projected portfolio balances from the balance sheet 
baseline forecast, as described above, and the macroeconomic scenarios contemplated by the 
stressed scenario as their primary inputs. Macroeconomic variables affect loan and lease loss 
forecasts through one of two approaches, both of which are commonly used in the banking 
industry.  
 
In the first approach, several models utilize probability of default, loss given default, and 
exposure at default assumptions. This loss forecast approach was used in the portfolio credit-
rating migration models that project the percentage of the portfolio that would default due to 
economic stress. This approach also was used in the loan-level models that utilize detailed 
account information to produce credit loss forecasts.  
 
In the second approach, certain models follow a net charge-off framework, in which charge-offs 
were calculated as a percentage of balances. This approach was applied at either a portfolio or 
segmented portfolio level. 
 
For both approaches, the primary driver of credit losses forecasted for a loan portfolio was the 
macroeconomic scenario and the current composition of the loan portfolio. For purposes of stress 
testing, BB&T segmented its loan portfolio between commercial and retail loans. The 
methodologies and key macroeconomic variables used to calculate loan loss projections were as 
follows: 
 

Amount 
($ in bil l ions)

Percent of
Average Assets1

Pre-provision Net Revenue2 5.5 3.0%
Other Revenue3 - - 

Provisions (6.8) (3.7%)
OREO Gains/(Losses) (0.4) (0.2%)
Realized Gains/(Losses) on Securities (AFS/HTM) (0.1) (0.0%)
Trading and Counterparty Losses4 - - 
Other Gains/(Losses)5 - - 

Net Income Before Taxes (1.8) (1.0%)
1 Calculated on a cumulative basis over the 9-quarter period (not annualized). Numbers may not total due to rounding.
2 Pre-provision net revenue includes losses from operational risk events and mortgage put-back expenses.
3 Other revenue includes one-time income and (expense) items not included in pre-provision net revenue.
4 BB&T Corporation is not subject to the market shock component of the stress test.
5 Other losses/gains includes projected change in fair value of loans held for sale and loans held for investment 
   measured under the fair-value option, and goodwill  impairment losses.

BB&T Corporation - Projected Losses, Revenue, and Net Income Before Taxes through Q2 2016 
under the BB&T Severely Adverse Scenario
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• Commercial Portfolios 
BB&T segmented its commercial portfolios to include commercial credit exposure across 
products including Commercial and Industrial (C&I) and Commercial Real Estate (CRE). 
The commercial loss forecasting models are multi-component frameworks that forecast 
key milestones in a loan’s lifecycle. BB&T estimated default risk via forecasts of risk 
grade and default migrations as a function of macroeconomic conditions. Default risk 
was modeled by segment. While most segments used multiple and diverse 
macroeconomic factors to predict loan losses, the primary macroeconomic loss driver for 
the C&I portfolio was regional unemployment. For CRE the primary default risk drivers 
were the regional unemployment rate and rent/property value growth rates. 
 
Specialized lines of business with limited loss history were forecasted using the models 
for the broader commercial portfolio. For example, the portfolio of BB&T’s specialty 
commercial real estate finance business was run through the CRE loss model; while the 
portfolio for BB&T’s insurance premium financing business was run through the C&I 
loss model.   

• Retail Portfolios 
The retail portfolios include direct retail lending, revolving credit, residential mortgage, 
sales finance, and other loans originated by certain retail-oriented subsidiaries. BB&T 
retail portfolios often were segmented by loan-level characteristics. For portfolio histories 
that include credit factors, loan vintages were used as another segmentation factor. Key 
macroeconomic drivers for retail loss forecasts included the regional unemployment rates 
and home price indices.  

 
In addition to the econometric modeling approaches described above, BB&T made quantitative 
adjustments to model outputs to capture other risks in the scenario. These quantitative 
adjustments and other qualitative adjustments were reviewed by management to ensure the 
impact was consistent with the scenario. 
 
Loss Forecasting Process 
Credit loss forecasts were inputs to both the balance sheet and income statement projection 
processes. The credit loss forecasting models for the loan portfolios projected loan losses and 
nonaccrual balances over a 13-quarter stress horizon and included new loan projections for each 
period. Modeled results projected beyond the ninth quarter of the scenario were used to calculate 
loan loss provision expense on the income statement and allowance for loan and lease losses on 
the balance sheet. 
 
Macroeconomic factors drove all the credit loss models. The more material economic drivers in 
the credit models were trends in unemployment, home prices, and other variables that 
characterized the overall health of the economy (e.g., disposable income and consumer price 
inflation). 
 
Projected loan losses by loan type for the BB&T Severely Adverse scenario are shown in the 
table below: 
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Changes in Capital and Capital Ratios 
Capital levels were forecasted based on income and balance sheet projections. The process 
produced capital level projections over a nine-quarter horizon by forecasting quarterly changes in 
capital levels and added those changes to actual balances. 
 
Forecasted changes in capital levels began with a forecast of changes in total common equity. 
This was determined by adding projected net income available to common shareholders and 
changes to equity resulting from issuances and equity-based compensation and subtracting cash 
dividends to common shareholders and share repurchases. Changes in accumulated other 
comprehensive income were estimated by adding projected changes in unrealized gains and 
losses on available-for-sale securities, unrealized gains and losses on derivatives held as cash 
flow hedges, and accumulated net gains and losses related to the pension asset. 
 
Changes in Tier 1 common and common equity Tier 1 capital were determined by adding the 
aforementioned changes in common equity and subtracting changes in regulatory deductions. 
Regulatory deductions under current rules applicable to BB&T Corporation and Branch Banking 
and Trust Company (Branch Bank) include goodwill and other intangible assets, net of 
associated deferred tax liabilities (DTL), unrealized gains and losses on available-for-sale items, 
gains and losses on cash flow hedges, accumulated net gains and losses related to the pension 
asset, disallowed deferred tax assets, disallowed servicing assets, and nonfinancial equity 
investments.  
 
Disallowed goodwill and other intangible assets were projected to decrease by the amount of the 
amortization of intangible assets included in the net income forecast and increase by goodwill 
and other intangible assets resulting from planned acquisitions. 
 
Regulatory deductions from common equity Tier 1 capital under the revised capital rule that are 
applicable to BB&T Corporation and Branch Bank include goodwill and other intangible assets, 
net of associated DTLs, unrealized gains and losses on available-for-sale items, gains and losses 
on cash flow hedges, accumulated net gains and losses related to the pension asset, deferred tax 

Amount 
($ in bil l ions)

Portfolio Loss
Rates (%)2

Loan Losses1 4.4 3.6%
First Lien Mortgages, Domestic 0.6 1.8%
Junior Liens and HELOCs, Domestic 0.3 4.7%
Commercial and Industrial 0.8 4.3%
Commercial Real Estate 1.4 4.5%
Credit Cards 0.2 9.4%
Other Consumer 0.9 5.7%
Other Loans 0.2 1.7%

1 Commercial and Industrial loans include small and medium enterprise loans and corporate cards.  Average loan 
balances used to calculate portfolio loss rates exclude loans held for sale and loans held for investment under the fair-
value option.
2 Cumulative loss rates over the 9-quarter period.

BB&T Corporation - Projected Loan Losses by Type of Loans for Q2 2014 through Q2 2016 under 
the BB&T Severely Adverse Scenario
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assets (DTAs) that arise from net operating loss (NOL) and tax credit carry forwards and 
threshold deductions.  
 
Tier 1 capital was calculated by adding projections of preferred equity to projections of Tier 1 
common capital. Additional Tier 1 capital deductions under the revised capital rule include 
DTAs that arise from NOL and tax credit carry forwards not deducted from common equity Tier 
1 capital. For BB&T Corporation, 50% of the minimum regulatory capital requirement of 
insurance underwriting subsidiaries also is deducted from Tier 1 capital. 
 
Changes to Tier 2 capital were determined by adding projected changes in subordinated debt 
includible in Tier 2 capital and the amount of the allowance for loan and lease losses includible 
in Tier 2 capital. 
 
Projections in changes of risk-weighted assets (RWA) were based on quarterly changes in 
balance sheet items and regulatory risk weights. RWA was calculated under both current and 
revised regulatory capital frameworks.  
 
Projected capital ratios for the BB&T Severely Adverse scenario are shown in the table below: 
 

 
 
Significant Drivers of Changes to the Projected Common Equity Tier 1 Ratio 
 
The chart below shows material impacts to BB&T’s common equity Tier 1 capital ratio under 
the BB&T Severely Adverse scenario. 
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1    Includes losses on securities, net income attributable to minority interests, changes in equity related to equity-based 

compensation, regulatory deductions, and changes in equity related to acquisitions.  

 
CAUTIONARY STATEMENTS 
The capital ratios presented herein are calculated using capital action assumptions provided 
within the Dodd-Frank Act stress testing rules. These projections represent hypothetical 
estimates that involve economic outcomes that are more adverse than expected. These estimates 
are not forecasts of actual expected losses, revenues, net income before taxes, or capital ratios.  
 
The Dodd-Frank Act, signed into law in July 2010, represents a significant overhaul of many 
aspects of the regulation of the financial services industry, addressing, among other things, 
systemic risk, capital adequacy, deposit insurance assessments, consumer financial protection, 
interchange fees, derivatives, lending limits, and changes among the bank regulatory 
agencies.  BB&T, under the Dodd-Frank Act, is deemed to be a “systemically important” 
institution.  Federal agencies continue implementation of and rulemaking under the Dodd-Frank 
Act. Many of these provisions remain subject to further rulemaking, guidance, and interpretation 
by the applicable federal regulators, which will regulate the systemic risk of the financial system. 
BB&T cannot predict the additional effects that compliance with the Dodd-Frank Act or any 
regulations will have on BB&T’s businesses or its ability to pursue future business 
opportunities. Additional regulations resulting from the Dodd-Frank Act may materially 
adversely affect BB&T’s business, financial condition or results of operations.   
 
If this scenario, or one comparable, were to occur, BB&T could either underperform or over-
perform relative to the presented results. The results of the scenario are not intended to be a 
forecast of BB&T’s expected future economic or financial conditions. The results reflect 
theoretical performance under the prescribed hypothetical scenario. BB&T’s future financial 
results will be influenced by actual economic and financial conditions and various other factors 
as described in its reports filed with the Securities and Exchange Commission and available at 
www.sec.gov.  
 
This report contains financial information and performance measures determined by methods 
other than in accordance with accounting principles generally accepted in the United States of 
America (GAAP).  
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This report contains certain forward-looking statements as defined in the Private Securities 
Litigation Reform Act of 1995. These statements may address issues that involve significant 
risks, uncertainties, estimates and assumptions made by management. Actual results may differ 
materially from current projections. Please refer to BB&T’s filings with the Securities and 
Exchange Commission for a summary of other important factors that may affect BB&T’s 
forward-looking statements. BB&T undertakes no obligation to revise these statements following 
the date of this report. 
 
 
 

11 
 


