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Introduction 
 
Effective January 1, 2013, BB&T Corporation (“BB&T” or the “Corporation”) became subject to revised risk-based capital 
guidelines for market risk (“Basel II.5” or the “Market Risk Rule”), issued jointly by the Office of the Comptroller of the 
Currency, Department of the Treasury; Board of Governors of the Federal Reserve System; and Federal Deposit 
Insurance Corporation.  The Market Risk Rule was published in the Federal Register (Vol. 77, No. 169) on August 30, 
2012.
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Basel II.5 requires BB&T to publicly disclose certain quantitative and qualitative aspects of trading portfolios subject to 
the aforementioned guidelines.  At a minimum, quantitative disclosures are updated each calendar quarter.  Specifically, 
BB&T is required to disclose among other items, the following measures as applicable: 
 

 Value-at-Risk (“VaR”) based measures: 

VaR is a statistical measure of potential loss at a specified confidence level and time horizon based on observed 

or simulated market risk factors. 

 

 Stressed VaR (“SVaR”) based measures: 

SVaR is a statistical measure of potential loss at a specified confidence level and time horizon based on market 

risk factor movements calibrated to historical data from a continuous 12-month period that reflects a period of 

significant financial stress appropriate to current trading portfolios. 

 

 Incremental risk capital (“IRC”) requirements: 

IRC is a measure of potential loss arising from migration and default risks for covered positions subject to 

default risk. 

 

 Comprehensive risk measure (“CRM”) capital requirements: 

CRM is a measure of potential loss from all material price risks, including default and migration risks, for 

correlation trading portfolios. 

Covered Trading Positions 
 
Basel II.5 requires BB&T to attribute market risk regulatory capital for “covered” trading positions.  BB&T’s covered 
trading positions are a subset of its overall trading assets and liabilities, as defined by the Market Risk Rule, and consist 
of portfolios that provide its customers access to derivatives (primarily interest rate swaps), foreign exchange (spot and 
forward transactions) and securities markets. 
 
Securities positions are valued on a mark-to-market basis using various price sources whereas derivatives are valued on 
a mark-to-model basis with procedures to ensure valuations are consistent with observable market information.  All 
covered positions are subject to review by the Corporation’s Independent Price Verification function. 
 
Securitizations 
 
As of June 30, 2013, BB&T’s covered positions portfolio does not include any positions that meet the definition of 
securitization positions as outlined by the Market Risk Rule. 
 
Correlation Trading Positions 
 
As of June 30, 2013, BB&T’s covered positions portfolio does not include any correlation trading positions. 
  

                                                           
1
 http://www.gpo.gov/fdsys/pkg/FR-2012-08-30/pdf/2012-16759.pdf 



3 
 

VaR-based Measures 
 
BB&T utilizes a historical VaR methodology to measure and aggregate risks across its covered trading portfolios.  This 
methodology uses one year of historical data to estimate economic outcomes for both a one-day and ten-day time 
horizon at a 99% confidence level.  One-day VaR is utilized for risk management purposes whereas ten-day VaR is 
utilized for market risk regulatory capital. 
 

VaR-based Measure 
(99%, 10-day) 
(Dollars in thousands) 

 For Three 
Months Ending: 

 June 30, 2013 

Maximum  $ 1,698 
Average  554 
Minimum  182 
Period-end  1,473 

 
VaR-based Measure 
(99%, 1-day) 
(Dollars in thousands) 

 For Three 
Months Ending: 

 June 30, 2013 

Maximum  $ 884 
Average  253 
Minimum  126 
Period-end  389 

 
VaR by Risk Class 
(99%, 1-day) 
(Dollars in thousands) 

  
Period-end 

 June 30, 2013 

Interest Rate Risk  $ 381 
Credit Spread Risk  154 
Equity Price Risk  5 
Foreign Exchange Risk  5 
Portfolio Diversification  (156) 
Period-end  389 

 
Stressed VaR-based Measures 
 
BB&T estimates SVaR using the same internal model as is used for the VaR-based Measure.  SVaR is estimated over a 
ten-day time horizon at a 99% confidence level. 
 

SVaR-based Measure 
(99%, 10-day) 
(Dollars in thousands) 

 For Three 
Months Ending: 

 June 30, 2013 

Maximum  $ 3,363 
Average  2,409 
Minimum  1,627 
Period-end  2,574 

 
Specific Risk Measures 
 
Specific risk is diversifiable or idiosyncratic risk that could result from risk factors other than broad market movements 
(e.g. default, event risks).  The Market Risk Rule provides fixed risk weights under a standardized measurement method 
while also allowing an internal models approach, subject to regulatory approval.  BB&T utilizes the standardized 
measurement method to calculate the specific risk component of market risk regulatory capital.  As such, IRC and CRM 
requirements do not apply. 
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VaR Model Backtesting 
 
On a daily basis, BB&T compares trading profits and losses (excluding fees, commissions, reserves, net interest income, 
and intraday trading) with corresponding daily VaR-based measures estimated over a one-day time horizon at a 99% 
confidence level.  Backtesting facilitates the assessment of model performance and is also used to determine the 
multiplier for VaR and Stressed VaR for market risk regulatory capital.  During the second quarter of 2013, there was one 
instance where trading losses exceeded VaR-based estimates for covered positions portfolios.  The backtesting 
exception was driven by the performance of debt securities held in inventory and corresponding market volatility. 
 
Stress Testing 
 
VaR measures are further supported by unexpected loss measures, which include univariate risk factor shocks and 
various historical and hypothetical stress analyses.  Stress analyses are also utilized to support the Corporation’s capital 
adequacy assessment standards. 
 
Model Risk Management 
 
Market risk models are subject to model validation standards in accordance with the Market Risk Rule, including formal 
change control processes with model updates reviewed on an on-going and annual basis. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
Additional information related to the Corporation is contained in the Corporation’s reports filed with the Securities and Exchange Commission (“SEC”), 
including the Annual Report on Form 10‐K for the year ended December 31, 2012, the Quarterly Report on Form 10‐Q for the quarter ended June 30, 
2013 and the Current Reports on Form 8‐K. These periodic reports can be viewed, as they become available, on the SEC's website at www.sec.gov and 
at www.bbandt.com. Information contained in reports that the Corporation files with the SEC subsequent to the filing of the June 30, 2013 Form 10‐Q 
may modify, update and supersede the information contained in such Form 10‐Q and provided in this document. 
 
This document and the Corporation’s reports referred to above may contain forward‐looking statements within the meaning of the Private Securities 
Litigation Reform Act of 1995, regarding the financial condition, results of operations, business plans and the future performance of BB&T that are 
based on the beliefs and assumptions of the management of BB&T and the information available to management at the time that these disclosures 
were prepared.  Words such as “anticipates,” “believes,” “estimates,” “expects,” “forecasts,” “intends,” “plans,” “projects,” “may,” “will,” “should,” 
“could,” and other similar expressions are intended to identify these forward-looking statements.  Actual results may differ materially from those set 
forth in the forward‐looking statements.  Factors that could cause the Corporation’s actual results to differ materially from those described in the 
forward‐looking statements can be found in the “Management’s Discussion and Analysis of Financial Condition and Results of Operations” section of 
the June 30, 2013 Form 10‐Q and the Corporation’s other filings with the SEC.  Readers are cautioned not to place undue reliance on these forward-
looking statements, which speak only as of the date of this report.  Actual results may differ materially from those expressed in or implied by any 
forward-looking statements.  Except to the extent required by applicable law or regulation, BB&T undertakes no obligation to revise or update publicly 
any forward-looking statements for any reason. 


