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Introduction 
 
BB&T is one of the largest financial services holding companies in the U.S. with $182.7 billion 
in assets and market capitalization of $23.8 billion, as of June 30, 2013. Based in Winston-
Salem, N.C., the company operates 1,851 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 is 
consistently 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 (CCAR) and is required to provide company-run stress test disclosures 
under Dodd-Frank twice a year. BB&T released the results of its year-end company-run stress 
test in March 2013. This document provides the results of BB&T’s Midcycle Dodd-Frank Wall 
Street Reform and Consumer Protection Act stress test. 
 
For its company-run stress tests, BB&T developed stress testing models specific to the company 
to consider each applicable risk in the scenario. These models are 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 the specific effects on the markets where BB&T operates. The 
results presented are not necessarily comparable to the results presented by other institutions.  
 
Severity of Stress Test Selected 
 
It is important to note that the hypothetical scenario developed by BB&T and used in the 
company-run stress test differs significantly from the severely adverse scenario provided by the 
Federal Reserve during the Dodd-Frank Act stress test conducted in early 2013. The scenario 
used was designed by BB&T to be substantially more severe than the Federal Reserve’s 
assumptions. BB&T’s assumptions include a peak unemployment rate of 13.9%, which would 
exceed any actual unemployment rate since the 1940s. BB&T estimated that home prices would 
decrease by 23%, a rate similar to that seen in the recent housing crisis. BB&T also provided for 
GDP to decline by 5.2% over five quarters and assumed mortgage rates would increase to further 
stress the company’s performance. 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 2013 Dodd-Frank Act stress test results and the 2013 midcycle company-run stress 
test results may not be comparable. The midcycle company-run scenario is not a forecast of 
anticipated economic conditions; therefore, estimates produced under the company-run stress test 
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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. 
 
Summary of Results 
 
BB&T's performance under the BB&T Severely Adverse Scenario, which is described below, 
resulted in significantly reduced net income and loan balances, which are driven by the high 
unemployment levels, a decline in housing prices, and a combination of other negative economic 
factors. These hypothetical stressed events resulted in decreased asset levels due to higher 
charge-offs and reduced loan demand.  
 
Projected changes in capital in the BB&T Severely Adverse Scenario are primarily driven 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. Additionally, the prolonged period of 
low interest rates in the scenario, combined with a reduction in new loan originations, caused net 
interest income to decline. Capital levels were further reduced by the partial disallowance of 
deferred tax assets. The impact of the decline in capital levels on capital ratios was partially 
offset by a projected decline in risk-weighted assets resulting from greater loan charge-offs and 
reduced loan demand in the stressed economic environment. Balance sheet items forecasted to be 
the most adversely affected were commercial loans and residential mortgage loans. Projected 
runoff of covered assets also contributed to the decline in risk-weighted assets. 
 
BB&T utilizes an internally developed hypothetical stressed scenario designed to be more severe 
than the Federal Reserve’s Supervisory Severely Adverse Scenario used for the 2013 CCAR 
stress test. The BB&T Severely Adverse Scenario projected loan losses1 totaling $5.6 billion for 
the second quarter of 2013 through the second quarter of 2015. The result is a minimum 
projected Tier 1 Common ratio of 7.3% during the stress scenario. For the same nine-quarter 
period, the Federal Reserve’s 2013 CCAR Supervisory Severely Adverse Scenario projected 
loan losses of $4.5 billion. 
 

   
1  This chart compares the Federal Reserve’s CoreLogic HPI with BB&T’s Case-Shiller HPI variable.  BB&T 

considers the comparison to be appropriate, as the Case-Shiller HPI has exhibited a 99.8% correlation with 
CoreLogic over its entire history (since Q1 2000).  

 
                                                           
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. 

http://www.bbt.com/about
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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. BB&T considers all identified risks 
in its stress testing. These risks range from idiosyncratic risks (geographical footprint and 
industry concentrations in credit portfolios) to broad economic, political, and regulatory and 
compliance risks that BB&T believes will impact the company.  
 
Risk: Changes in national, regional and local economic conditions and deterioration in the 
geographic and financial markets in which BB&T operates could lead to higher loan 
charge-offs and deposit run-off that may reduce BB&T’s net income and growth. 
 
BB&T’s business is subject to periodic fluctuations based on national, regional and local 
economic conditions. These fluctuations are not predictable, cannot be controlled, and may have 
a material adverse impact on BB&T’s operations and financial condition even if other favorable 
events occur. BB&T’s banking operations are locally oriented and community-based. 
Accordingly, BB&T is dependent on local business conditions as well as conditions in the local 
residential and commercial real estate markets it serves. For example, an increase in 
unemployment, a decrease in real estate values or increases in interest rates, as well as other 
factors, could weaken the economies of the communities BB&T serves. Weakness in BB&T’s 
market area could depress its earnings and its financial condition because: 

• Clients may not want or need BB&T’s products or services  
• The quality of BB&T’s loan portfolio may decline: 

o Borrowers may be unable or unwilling to repay their loans 
o The value of the collateral securing loans to borrowers may decline  

 
Any of the above scenarios could require BB&T to charge off a higher percentage of loans 
and/or increase provisions for credit losses, which would reduce BB&T’s net income. For 
example, while the credit deterioration that BB&T experienced from 2007 through 2010 has 
improved considerably, the challenges in the residential real estate markets still present credit 
deterioration risks for BB&T in light of the slow pace of general economic recovery. Any further 
credit deterioration would result in increased loan charge-offs and higher provisions for credit 
losses, which may negatively impact BB&T’s net income. This would be exacerbated by flat to 
declining real estate values. 
 
There continues to be concern regarding the possibility of a return to recessionary conditions, as 
well as increased turmoil or volatility in the financial system. BB&T is part of the financial 
system and a systemic lack of available credit, a lack of confidence in the financial sector, 
continued volatility in the financial markets and/or reduced business activity could have a 
materially adverse affect BB&T’s business, financial condition and results of operations.   
Substantially all of BB&T’s stress testing models capture these risks and their potential effects 
on the performance of the bank’s portfolios and revenue generating activities. 
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Risk: Changes in interest rates may have an adverse effect on BB&T’s profitability. 
 
BB&T’s earnings and financial condition are largely dependent on net interest income, which is 
the difference between interest earned from loans and investments and interest paid on deposits 
and borrowings. The narrowing of interest rate spreads could adversely affect BB&T’s earnings 
and financial condition. BB&T cannot control or predict with certainty changes in interest rates. 
Regional and local economic conditions, competitive pressures and the policies of regulatory 
authorities, including monetary policies of the Board of Governors of the Federal Reserve 
System, affect interest income and interest expense. BB&T has ongoing policies and procedures 
designed to manage the risks associated with changes in market interest rates. However, changes 
in interest rates still may have an adverse effect on BB&T’s profitability. For example, high 
interest rates could adversely affect BB&T’s mortgage banking business because higher interest 
rates could cause clients to apply for fewer mortgage refinancings or purchase mortgages. BB&T 
actively manages against these risks. However, if BB&T’s assumptions regarding borrower 
behavior are wrong or overall economic conditions are significantly worse than anticipated, the 
company’s risk mitigation techniques may be insufficient. The BB&T Severely Adverse 
Scenario includes interest rate assumptions projected to cause a significant decrease in net 
interest income. 
 
Risk: Weakness in the secondary residential mortgage loan markets could reduce BB&T’s 
net income and profitability. 
 
Significant ongoing disruption in the secondary market for residential mortgage loans has limited 
the market for, and liquidity of, most mortgage loans other than conforming Federal National 
Mortgage Association (Fannie Mae), Federal Home Loan Mortgage Corporation (Freddie Mac), 
and Government National Mortgage Association (Ginnie Mae) loans. The effects of ongoing 
mortgage market challenges, combined with the ongoing correction in residential real estate 
market prices and reduced levels of home sales through the first quarter of 2013, have resulted in 
reductions in mortgage loan originations and single family home values that secure mortgage 
loans held in BB&T’s loan portfolio. Continued declines in real estate values and home sale 
volumes within BB&T’s banking footprint, and financial stress on borrowers as a result of job 
losses, or other factors, could have further adverse effects on borrowers that result in higher 
delinquencies and greater charge-offs in future periods. This would affect BB&T’s financial 
condition and results of operations adversely. BB&T’s residential mortgage stress testing models 
capture these risks in the BB&T Severely Adverse Scenario. 
 
Risk: BB&T’s liquidity could be impaired by an inability to access the capital markets, an 
unforeseen outflow of deposits or a reduction in the credit ratings for BB&T or its 
subsidiaries. 
 
Liquidity is essential to BB&T’s businesses. Capital and credit markets continue to demonstrate 
volatility and disruption, despite modest improvements in the general economy during the past 
two years. For certain users, this has produced downward pressure on stock prices and credit 
capacity without regard to their underlying financial strength. If these levels of market disruption 
and volatility continue, worsen or abate and then arise at a later date, BB&T’s ability to access 
capital could be materially impaired. Additionally, other factors outside BB&T’s control, such as 
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a general market disruption or an operational problem that affects third parties, could impair 
BB&T’s ability to access capital markets or create an unforeseen outflow of cash or deposits. 
BB&T’s inability to access the capital markets could constrain its ability to make new loans and 
meet its existing lending commitments as well as jeopardize its overall liquidity and 
capitalization. 
 
BB&T’s credit ratings also are important to its liquidity. Rating agencies regularly evaluate 
BB&T and its subsidiaries. Their ratings are based on a number of factors, including the 
financial strength of BB&T and its subsidiaries, as well as factors not entirely within BB&T’s 
control, including conditions generally affecting the financial services industry. In light of 
ongoing difficulties in the financial services industry and the housing and financial markets, as 
well as the soft economic recovery in general, there can be no assurance that BB&T will 
maintain its current ratings. A reduction in BB&T’s credit ratings could adversely affect BB&T’s 
liquidity and competitive position, increase its borrowing costs, limit its access to the capital 
markets or trigger unfavorable contractual obligations. BB&T’s balance sheet forecasts capture 
these risks in the BB&T Severely Adverse Scenario. 
 
Risk: BB&T faces significant operational risks related to its activities. This could expose it 
to negative publicity, litigation and/or regulatory action. 
 
BB&T is exposed to many types of risks, including operational, reputational, legal and 
compliance, fraud or theft by employees or outsiders (including identity and information theft), 
unauthorized transactions by employees or operational errors, including clerical or record-
keeping errors or those resulting from faulty or disabled computer or telecommunications 
systems. Negative public opinion can result from BB&T’s actual or alleged conduct in any 
number of activities, including lending practices, corporate governance and acquisitions, 
activities related to asset sales and balance sheet management and from actions taken by 
government regulators and community organizations in response to those activities. Negative 
public opinion can adversely affect BB&T’s ability to attract and keep clients and can expose it 
to litigation and regulatory action. 
 
Because the nature of the financial services business involves a high volume of transactions, 
certain errors may be repeated or compounded before they are discovered and successfully 
rectified. BB&T’s necessary dependence on automated systems to record and process its 
transaction volume may further increase the risk that technical flaws or employee tampering or 
manipulation of those systems will result in losses that are difficult to detect. BB&T also may be 
subject to disruptions of its operating systems arising from events beyond its control (for 
example, computer viruses or electrical or telecommunications outages), which may give rise to 
disruption of client service and to financial loss or liability. BB&T is further exposed to the risk 
that its external vendors may be unable to fulfill their contractual obligations (or will be subject 
to the same risk of fraud or operational errors by their respective employees as is BB&T) and to 
the risk that BB&T’s (or its vendors’) business continuity and data security systems prove to be 
inadequate. The BB&T Severely Adverse Scenario includes hypothetical operational loss events 
the company maintains as part of its risk management program to capture risks relevant to the 
bank’s operations.  
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Risk: Differences in interpretation of tax laws and regulations may adversely impact 
BB&T’s financial statements. 
 
Local, state or federal tax authorities may interpret tax laws and regulations differently than 
BB&T and challenge tax positions that BB&T has taken on its tax returns. This may result in 
differences in the treatment of revenues, deductions, credits and/or differences in the timing of 
these items. The differences in treatment may result in payment of additional taxes, interest or 
penalties that could have a material adverse effect on BB&T’s results. For example, the June 30, 
2013 Form 10-Q filing, Note 10 Income Taxes states: “In February 2010, BB&T received an IRS 
statutory notice of deficiency for tax years 2002-2007 asserting a liability for taxes, penalties and 
interest of approximately $892 million related to the disallowance of foreign tax credits and other 
deductions claimed by a subsidiary in connection with a financing transaction. BB&T paid the 
disputed tax, penalties and interest in March 2010 and filed a lawsuit seeking a refund in the U.S. 
Court of Federal Claims. On February 11, 2013, the U.S. Tax Court issued an adverse opinion in 
a case between the Bank of New York Mellon Corporation and the IRS involving a transaction 
with a structure similar to BB&T’s financing transaction. The Bank of New York Mellon has 
indicated it intends to appeal the decision. BB&T has confidence in its position because, among 
other reasons, BB&T has raised arguments and issues in its case that were not considered by the 
Tax Court in the Bank of New York Mellon case. BB&T’s trial concluded April 2, 2013; 
however, no decision has been rendered. Nonetheless, BB&T recognized an expense of $281 
million in the first quarter of 2013 as a result of its consideration of this adverse decision. As 
litigation progresses, it is reasonably possible that changes in the valuation of uncertain tax 
positions could range from a benefit of $496 million to an expense of $328 million within the 
next 12 months.”  
 
BB&T Severely Adverse Scenario Design 
 
For its midyear company-run stress test, BB&T developed a severely adverse scenario to stress 
the risks and exposures outlined above and to capture the effect of the macroeconomic 
environment on its business mix (the BB&T Severely Adverse Scenario). The BB&T Severely 
Adverse Scenario represents a severe recession beginning in the second quarter of 2013 resulting 
from a significant further weakening in the U.S. housing market. BB&T designed this scenario to 
be more severe than the Supervisory Severely Adverse scenario distributed by the Federal 
Reserve for CCAR 2013. 
 
Hypothetical operational loss events designed specifically to capture BB&T’s operational 
vulnerabilities are included as part of the scenario to increase its severity. The BB&T Severely 
Adverse Scenario includes an increase in tax reserves during the stress testing horizon to capture 
BB&T’s tax risk as described above. 
 
Variable Selection 
BB&T selects macroeconomic variables for inclusion in the BB&T Severely Adverse Scenario 
based upon analysis of the risk drivers of the portfolios and businesses of the company. This 
selection process uses both economic intuition and statistical analysis to ensure that the variables 
describe the economic risks facing the company. 
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The BB&T Severely Adverse Scenario is tailored to the bank’s unique characteristics. As a large 
regional bank, BB&T has some portfolios whose performance is dependent on the health of the 
national economy and other portfolios that depend on local economic conditions.  Therefore, 
many variables relate to BB&T’s geographical footprint and may be stressed to a greater degree 
than their national counterparts for the sake of conservatism. For example, the national 
unemployment rate is projected to increase from 7.8% at March 31, 2013, to a maximum of 
13.9%, but the region in which BB&T operates is projected in the scenario to increase from 7.7% 
unemployment to a high of 14.7%. 
 
Process for Projecting Variables 
BB&T uses a combination of internal and external sources for projecting macroeconomic 
variables for stress testing purposes. Variable projections from external sources are vetted for 
consistency with historical behavioral characteristics and the intent of the scenario. State-level 
projections from external sources are processed using a sum or weighted average calculation to 
result in regional projections. Variables for which no acceptable externally developed projections 
are available are projected by BB&T using regression analysis based on historical statistical 
relationships. Further adjustments to variable projections might be made based on qualitative 
analysis. 
 
For the 2013 midyear company-run stress testing exercise, 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 match BB&T’s unique geographical and portfolio 
characteristics. 
 
Paths of Key Variables 
For the 13-quarter hypothetical BB&T Severely Adverse Scenario, BB&T assumed that, on a 
cumulative basis, real GDP declines by 5.2%, stock market equity prices drop by 34.0%, and 
housing prices fall 22.9%. It was further assumed that the unemployment rate peaks at nearly 
13.9% in the first quarter of 2015, with interest rates decreasing further, creating pressure on 
interest income. A table detailing key variable paths is provided below: 
 

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

  3-month  10-year  
30-year 

Mortgage  

Case-Shiller 
HPI 

Cumulative  
Real GDP 

Annualized  Unemployment Rate  

Residential 
Permits 

Cumulative  
S&P 500 

Cumulative 
Quarter Ending  T-bill Yield  T-bond Yield  Rate  Change  Change  National  Regional  Change  Change 

3/31/2013   0.09  %   1.95  %   3.5  %   ―    %   2.3  %   7.8  %   7.7  %   ―    %   ―    % 
6/30/2013   0.04     1.71     3.2     (6.4)    (5.3)    8.9     8.8     (14.7)    (13.6)  
9/30/2013   0.04     1.58     3.1     (11.4)    (5.7)    10.1     10.1     (21.4)    (23.8)  
12/31/2013   0.06     1.50     3.2     (15.7)    (5.1)    11.3     11.3     (33.5)    (28.4)  
3/31/2014   0.14     1.47     3.5     (19.7)    (3.2)    12.2     12.3     (47.5)    (32.2)  
6/30/2014   0.18     1.43     3.7     (21.3)    (1.6)    13.0     13.3     (49.9)    (33.7)  
9/30/2014   0.19     1.44     3.8     (22.1)    1.0     13.5     14.0     (51.9)    (34.0)  
12/31/2014   0.20     1.48     3.8     (22.7)    1.9     13.9     14.6     (50.1)    (33.5)  
3/31/2015   0.20     1.58     3.9     (22.9)    2.1     13.9     14.7     (46.9)    (31.2)  
6/30/2015   0.21     1.75     4.0     (22.4)    2.5     13.6     14.5     (42.9)    (27.1)  
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Methodologies 
 
BB&T’s methodologies focus on defining the relationship between macroeconomic variables 
assumed by the BB&T Severely Adverse Scenario and BB&T’s business activities to estimate 
potential outcomes of the scenario. The stress testing process relies on a combination of 
quantitative models 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. 
 
In addition, BB&T's stress testing framework uses qualitative components intended to enhance 
the rigor of the process. BB&T believes the involvement of qualitative assessment in considering 
the stress scenarios and possible outcomes improves the risk management process. 
 
The methodologies applied to generate BB&T’s results under the BB&T Severely Adverse 
Scenario are segmented into four broad categories, discussed below. 
 
Balance Sheet 
Outcomes for balance sheet and net interest income under the stressed economic conditions are 
projected for loans, deposits, and borrowings based on qualitative assessment of target average 
balances. The current loan production pipeline, projected loan paydowns, baseline charge-offs, 
the competitive environment, and current BB&T initiatives, as well as assumptions regarding 
current pricing spreads and new debt issuances, are considered in the baseline forecast. 
 
Projections are applied to the macroeconomic assumptions in the stressed scenario for each of 
the loan categories, including the effect of forecasted losses. This takes into account the 
relationship between the stress scenario and the baseline scenario value for a specified primary 
macroeconomic factor to predict the expected impact on each loan category’s balances. The 
quarterly percentage change versus the baseline scenario is calculated for the macroeconomic 
factor. 
 
BB&T relies on qualitative reviews of other macroeconomic factors and interest rate levels to 
ensure consistent results with economic intuition. 
 
Where appropriate, qualitative adjustments are made to modify the balances projected to account 
for the inclusion, exclusion, or adjustment of initiatives in the baseline forecast that may not be 
viable in the stressed scenario. Similar qualitative adjustments may be made to account for 
additional initiatives not included in the baseline forecast. In addition, prepayments may be 
adjusted to be consistent with the given stressed scenario conditions. 
 
Balances and growth rates are reviewed for consistency with the scenario being modeled. 
Finalized assumptions of balance sheet projections are modeled to produce final balances and net 
interest income based on the BB&T Severely Adverse Scenario. 
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Income Statement 
Inputs for the bank’s net income forecasts are aggregated from numerous areas within BB&T, 
consolidated adjustments are applied, and income statement projections are produced to reflect 
the most likely outcomes under the stress scenario being considered. 
 
A combination of regressions, econometric models, other financial tools, and qualitative 
assessments project and modify each line item. Models and scenario-driven calculations form the 
basis for the majority of BB&T’s noninterest income projections before applying any qualitative 
adjustments. Noninterest expense items that are primarily scenario-driven, such as foreclosure-
related expenses and operating charge-offs, are modeled, whereas items more directly influenced 
by management decisions, e.g., salaries and advertising costs, are projected using qualitative 
assessments. 
 
Regressions and econometric modeling provide the basis for the forecast for other line items. 
The model output is reviewed, the applicability of the model and its limitations are considered, 
and model output is compared to forecast projections, where applicable. Noninterest income and 
expense projections are reviewed for consistency with the scenario being modeled. 
 
In certain cases where BB&T historically outperformed peers in a line of business during 
economic downturns, judgment is applied to ensure projections are less favorable in stress 
scenarios, breaking with historical trends. Such qualitative adjustments help align the model’s 
quantitative projections with the conditions of the BB&T Severely Adverse Scenario. 
 
Projected losses, revenue, and income before tax for the BB&T Severely Adverse Scenario are 
provided in the table below: 

 
BB&T Corporation - Projected Losses, Revenue, and Income Before Taxes for Q2 2013 
through Q2 2015 under the BB&T Severely Adverse Scenario (1) 
        

   Amount  
Percent of 

Average Assets 
   ($ in billions)    

Pre-provision Net Revenue (2) $  6.7    3.9  % 
Other Revenue (3)   ―      ―     
Less      
 Provisions   8.0    4.6   
 Realized Losses (Gains) on Securities (AFS/HTM)   0.1    0.1   
 Trading and Counterparty Losses (4)   ―      ―     
 Other Losses (Gains) (5)   ―      ―     
  Income Before Taxes   (1.4)   (0.8)  
        (1) Calculated on a cumulative basis over the nine-quarter period (not annualized). 
(2) Pre-provision net revenue includes losses from operational risk events, mortgage put-back expenses, and foreclosed property 

expense. 
(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. 
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Credit Loss Forecasts 
BB&T has developed and maintains models for use in forecasting loan and lease losses. The 
stressed scenario loss forecasting models use 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 (PD), loss given default 
(LGD), and exposure at default (EAD) assumptions. This loss forecasting approach is used in 
some modeling methodologies. One such includes the portfolio-rating migration models that 
project a percentage of the portfolio that would default due to economic stress. This approach 
also is used in the bottom-up loan level models that utilize detailed account information to 
produce loss forecasts.  
 
In the second approach, certain models follow a net charge-off (NCO) framework, in which 
charge-offs are calculated as a percentage of balances. This approach is used in portfolio NCO 
models that calculate charge-offs as a percentage of the starting balance of a portfolio for each 
period. It also can be used in segmented NCO models that calculate charge-offs as a percentage 
of the starting balance of a portfolio segment for each period, 
 
For both approaches, the primary driver of losses forecasted for a portfolio is the macroeconomic 
scenario. For purposes of stress testing, BB&T segments its portfolio between commercial and 
retail loans. The methodologies and key macroeconomic variables used to calculate loan loss 
projections are as follows: 
 

• Commercial Portfolios 
BB&T segments its commercial portfolio to include commercial credit exposure across 
products including Commercial and Industrial (C&I) and Commercial Real Estate (CRE). 
BB&T uses a ratings transition methodology that relates a summary measure of migration 
intensity to macroeconomic factors to predict PD by risk categories. While each model 
uses multiple and diverse macroeconomic factors to predict loan losses, the primary 
macroeconomic loss drivers for the C&I portfolio are regional unemployment and 
corporate credit spreads. The key loss drivers for the CRE portfolio are regional 
unemployment, vacancy rates, rents and commercial real estate property values by 
property type. 
 
In some cases, specialized lines of business with limited loss history are forecasted using 
the models for the broader commercial portfolio. For example, the portfolio of BB&T’s 
specialty commercial real estate finance business is run through the CRE loss model; 
while the portfolio for BB&T’s insurance premium financing business is run through the 
C&I loss model.   

 
• Retail Portfolios 

The retail portfolios mainly consist of loans secured by household goods. Examples of 
collateral types include automobiles, power equipment and, most predominantly, 
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residential real estate. BB&T retail portfolios often are segmented by loan-level 
characteristics. For portfolio histories that include credit factors, loan vintages are used as 
another segmentation factor. Key macroeconomic drivers for retail loss forecasts include 
the regional unemployment rates and home price indices.  

 
Loss Forecasting Process 
Credit loss forecasts are inputs to both the balance sheet and income statement projection 
processes. The credit loss forecasting models for the loan portfolios project loan losses and 
nonaccrual balances over a 13-quarter stress horizon and include new loan projections for each 
period. Modeled results projected beyond the ninth quarter of the scenario are used to calculate 
loan loss provision expense on the income statement and allowance for loan and lease losses on 
the balance sheet. 
 
Macroeconomic factors drive all of the credit loss models, so loss expectations are directly 
influenced by the assumed economic scenario. The most material economic drivers in the credit 
models are trends in unemployment, home prices, market prices, and the overall health of the 
economy. 
 
Projected loan losses by loan type for the BB&T Severely Adverse Scenario are set forth in the 
table below: 
 
BB&T Corporation - Projected Loan Losses by Type of Loans for Q2 2013 through Q2 
2015 under the BB&T Severely Adverse Scenario 
        

   Amount  
Portfolio Loss 

Rates (2) 
   ($ in billions)    

Loan Losses (1) $  5.6    5.0  % 
 First Lien Mortgages, Domestic   0.9    2.6   
 Junior Liens and HELOCs, Domestic   0.2    3.0   
 Commercial and Industrial   0.8    5.1   
 Commercial Real Estate   2.2    7.7   
 Credit Cards   0.2    10.1   
 Other Consumer   1.0    7.5   
 Other Loans   0.3    2.9   
        (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 nine-quarter period. 

 
Changes in Capital and Capital Ratios 
Capital levels are forecasted based on income and balance sheet projections. The process 
produces capital level projections over a nine-quarter horizon by forecasting quarterly changes in 
capital levels and adding those changes to actual balances. 
 
Forecasts of changes in capital levels begin with a forecast of changes in total common equity, 
which is 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 
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comprehensive income are 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 to Tier 1 Common Capital are determined by adding the aforementioned changes in 
common equity and subtracting changes in regulatory deductions. This includes goodwill and 
other intangible assets, 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, and disallowed servicing assets and nonfinancial equity investments subject 
to Tier 1 Capital deductions.  
 
Disallowed goodwill and other intangible assets are projected to decline by the amount of the 
amortization of intangible assets included in the net income forecast. 
 
Tier 1 Capital is calculated by adding projections of Tier 1 Common Capital to the projections of 
preferred equity. 
 
Changes to Tier 2 Capital are determined by adding projected changes in subordinated debt 
included in Tier 2 Capital and the amount of the allowance for loan and lease losses included in 
Tier 2 Capital. The amount of subordinated debt eligible for inclusion in Tier 2 Capital is based 
on the remaining years to maturity. 
 
Projections of changes in risk-weighted assets are produced by multiplying quarterly changes in 
balance sheet items by regulatory risk weights. Off-balance sheet exposures subject to risk 
weighting are projected as functions of changes in the quarterly projections of the balance sheet. 
Market risk equivalent assets are projected based on the application of the Market Risk Capital 
rule as amended by regulatory authorities effective January 1, 2013. 
 
Projected capital ratios for the BB&T Severely Adverse Scenario are shown in the table below: 
 
BB&T Corporation - Projected Capital Ratios through Q2 2015 under the BB&T Severely 
Adverse Scenario 
            
      Stressed Capital Ratios 

    Actual Q1 2013  Q2 2015  
Minimum During 

Stress Scenario 

BB&T Corporation          
 Tier 1 Common Ratio   9.1  %   7.3  %   7.3  % 
 Tier 1 Capital Ratio   10.6     9.3     9.3   
 Total Risk-based Capital Ratio   13.5     11.4     11.4   
 Tier 1 Leverage Ratio   8.3     7.4     7.4   
            The capital ratios are calculated using capital action assumptions provided within the Dodd-Frank Act stress testing rule.  These 
projections represent hypothetical estimates that involve an economic outcome that is more adverse than expected.  These 
estimates are not forecasts of expected losses, revenues, income before taxes, or capital ratios.  The minimum capital ratios 
presented are for the period Q2 2013 to Q2 2015. 
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Significant Drivers of Changes to the Projected Tier 1 Common Ratio under 
the BB&T Severely Adverse Scenario 
 
The chart below shows material impacts to earnings included provision for loan and lease losses 
($8B), partially offset by $6.7B of pre-provision net revenue. 
 

 
1    Capital actions include dividends declared on common and preferred stock. Dividends declared on common 

stock for the second through ninth quarters of the planning horizon are required to equal the quarterly average 
paid in the previous year. Due to the realignment of BB&T Corporation’s dividend payments in Q1 2013, this 
average reflects five quarterly dividend payments.  

2    Includes other losses, other than temporary impairment, net income attributable to minority interests, changes 
in equity related to equity-based compensation and changes in disallowed intangible assets and disallowed 
servicing assets.  

 
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 an economic outcome that is 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.  
During 2012, federal agencies continued 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.   
 

Q2 2015RWA 
change

TaxesProvision for 
Loan and 

Lease Losses

Q1 2013 PPNR Other2Disallowed 
DTA

DFAST 
Capital 

Actions1

9.1%

5.2%

-6.2%

0.7%

-0.6%
-1.5%

0.5% 0.1% 7.3%
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If this scenario, or one comparable, was to occur, BB&T could either underperform or over-
perform relative to these projections. 
 
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).  
 
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 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. 
 
 
 


