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Introduction 
 
BB&T Corporation (BB&T) is one of the largest financial services holding companies in the 
U.S. with approximately $220.7 billion in assets and market capitalization of approximately 
$40.6 billion, as of March 31, 2018. Building on a long tradition of excellence in community 
banking, BB&T offers a wide range of financial services including retail and commercial 
banking, investments, insurance, wealth management, asset management, mortgage, corporate 
banking, capital markets, and specialized lending. Based in Winston-Salem, N.C., the company 
operates more than 2,000 financial centers in 15 states and Washington, D.C. A Fortune 500 
company, BB&T is recognized consistently for outstanding client service by Greenwich 
Associates for small business and middle market banking. 
 
As a large banking organization, BB&T is subject to the Comprehensive Capital Analysis and 
Review (CCAR) 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 a discussion of the results of BB&T’s DFA 2017 year-end company-run stress test 
under a hypothetical macroeconomic scenario determined by bank regulators. It forms the basis 
for most of the discussion on the following pages. This disclosure precedes BB&T’s planned 
release of its CCAR results, which are expected to be available June 28. For additional financial 
information about BB&T, please visit www.BBT.com/about. 
 
Summary of Results 
 
BB&T’s performance under the Supervisory Severely Adverse scenario indicated that BB&T 
would maintain capital levels sufficient to withstand the prescribed severe recession. Results 
showed a net loss, which was driven by high unemployment levels, wider credit spreads, a 
decline in home prices, declining short-term interest rates, and a combination of other stressed 
economic factors. 
 
Projected changes in capital in the Supervisory Severely Adverse scenario were driven primarily 
by reduced levels of net income available to common shareholders. The effects of the 
Supervisory Severely Adverse scenario on net income include reduced margin, higher loan and 
lease losses and increased foreclosure expenses. BB&T’s net interest income was impacted 
negatively by increased nonperforming loans and declining short-term interest rates. The stressed 
labor, credit, and housing markets resulted in high loan and lease losses. Please refer to the table 
of loan losses in the Credit Loss Forecasts section on page 7 for the composition of projected 
loan charge-offs. Consequently, capital levels were reduced by the net loss and disallowed 
deferred tax assets (DTAs). The net losses were greater than the CCAR 2017 results due to the 
increased severity of the Supervisory Severely Adverse scenario and the impact of the Tax Cuts 
and Jobs Acts. The Tax Cuts and Jobs Acts resulted in a lower tax benefit on losses in the stress 
scenarios.  
 
The chart below shows material impacts to BB&T’s common equity tier 1 capital ratio under the 
Supervisory Severely Adverse scenario. 
 

http://www.bbt.com/about
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1 Includes losses on securities, net income attributable to minority interests, changes in equity related to equity-based compensation, 

and regulatory deductions.  
 
The following table shows the actual and projected risk-weighted assets for BB&T and Branch 
Banking and Trust Company (Branch Bank). 
 

 
 
Risks 
 
BB&T administers its company-run stress tests through its Capital Adequacy Process (CAP). 
The CAP identifies and quantifies the company’s key risks under different hypothetical risk 
events prescribed by the Supervisory 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 could impact the company. 
The types of risks addressed by the company-run stress test under the Supervisory Severely 
Adverse scenario are listed below. 
 

Credit Risk – The risk to current or anticipated 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. Credit risk 
exists in all activities where success depends on the performance of a borrower, obligor, 
or counterparty. Credit risk arises when BB&T funds are extended, committed, invested, 
or otherwise exposed through actual or implied contractual agreements, whether on or off 
balance sheet. Credit risk also occurs when the credit quality of an issuer whose securities 
or other instruments the bank holds deteriorates. 
 
Market Risk – The risk to current or anticipated earnings or capital arising from changes 
in the market value of portfolios, securities, or other financial instruments. Market risk 
results from changes in the level, volatility, or correlations among financial market rates 

Actual Q4 2017 and Projected Q1 2020 Risk-weighted Assets
Actual Projected

Q4 2017 Q1 2020

BB&T Corporation
Risk-weighted assets 177.2$     177.7$     

Branch Banking and Trust Company
Risk-weighted assets 172.3       173.5       

($ in billions)
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or prices, including interest rates, foreign exchange rate, equity prices, commodity prices, 
or other relevant rates or prices. 
 
Interest rate risk results from differences between the timing of rate changes and the 
timing of cash flows (re-pricing risk); from changing rate relationships among different 
yield curves affecting bank activities (basis risk); from changing rate relationships across 
the spectrum of maturities (yield curve risk); and from interest-related options embedded 
in bank products (options risk). 
 
Liquidity Risk – The risk to current or anticipated earnings or capital that BB&T will be 
unable to meet its obligations as they come due because of an inability to liquidate assets 
or obtain adequate funding (funding liquidity risk) or that it cannot easily unwind or 
offset specific exposures without significantly impacting market prices because of 
inadequate market depth or market disruptions (market liquidity risk). 
 
Operational Risk – The risk to current or anticipated 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 current or anticipated earnings or capital arising from 
violations of law, rules, or regulations, or nonconformance with prescribed practices, 
internal policies and procedures, or ethical standards. This risk exposes BB&T to fines, 
civil money penalties, payment of damages, and the voiding of contracts. Compliance 
risk can result in diminished reputation, reduced franchise or enterprise value, limited 
business opportunities, and lessened expansion potential. 
 
Compliance risk is not limited to risk from failure to comply with consumer protection 
laws; it encompasses the risk of noncompliance with all laws and regulations, as well as 
prudent ethical standards and contractual obligations. It also includes the exposure to 
litigation (legal risk) arising from alleged breaches or violations of consumer protection 
laws or regulations. 
 
Reputation Risk – The risk to current or anticipated 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, 
services, transactions, or other activities undertaken by BB&T, its representatives, or its 
partners. A negative reputation may impair BB&T’s relationship with clients, associates, 
communities, investors, or regulators, and is often a consequence when other risks are not 
managed properly. 
 
Strategic Risk – The risk to current or anticipated 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 business decisions, or lack of 
responsiveness to changes in the banking industry and operating environment. Strategic 
risk is a function of BB&T’s strategic goals, business strategies, resources, and quality of 
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implementation. The responsibility for managing this risk rests with the board of 
directors, executive management, and the senior leadership team. 

 
BB&T addressed each of the above risk types in its company-run stress test by using identified 
risks within a corporate risk inventory. The company-run scenarios are designed to address all 
material risks contained within the risk inventory. Further, BB&T’s credit loss models are 
designed specifically to capture credit risk and potential effects on the performance of the bank’s 
portfolios and revenue-generating activities. Balance sheet projections, interest rate volatility, 
and trading activities 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 test, BB&T supplemented the stress 
scenario with hypothetical operational loss events, which 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 regulatory risk events 
designed to stress revenue projections in light of 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. 
 
Supervisory Severely Adverse Scenario Design 
 
For its company-run stress test, BB&T used the macroeconomic scenario distributed by the 
regulatory agencies. BB&T incorporated regional variables that provide more company-specific 
assumptions to the regulatory scenario. The scenario uses hypothetical operational, compliance, 
and strategic loss events designed specifically to capture BB&T’s vulnerabilities that increase the 
severity of its impact on BB&T. 
 
The Supervisory Severely Adverse scenario is characterized by a severe global economic 
recession accompanied by a global aversion to long-term fixed-income rates. As a result, long-
term rates do not fall and the yield curve steepens. These developments lead to a broad-based 
and deep correction in asset prices, including in the corporate bond and real estate markets. 
Principal economic factors that drive the scenario are: 

• Unemployment rate peaks at 10.0% in third quarter 2019, increasing 5.9% from the 
beginning of the stress scenario. 

• Real gross domestic product (GDP) decreases through third quarter 2019 with a 
maximum quarterly annualized decline of 8.9% in second quarter 2018. 

• The CoreLogic National Home Price Index (HPI) for owner-occupied real estate declines 
29.9% (cumulative) from fourth quarter 2017 through first quarter 2020. 

• The commercial real estate price index declines 40.1% (cumulative) from fourth quarter 
2017 through first quarter 2020. 

• Short-term Treasury rates fall and remain near zero through the end of the scenario. 

• Investor aversion to long-term fixed-income assets keeps 10-year Treasury yields 
unchanged at 2.4% through the scenario. 
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• The spread between yields on investment-grade corporate bonds and yields on long-term 
Treasury securities widens to 5.7% by the start of 2019. 

• The spread between yields on 30-year fixed rate mortgages and yields on 10-year 
Treasury securities widens to 3.6% by the start of 2019. 

• The inflation rate, measured by the consumer price index (CPI), remains between 0.9% 
and 1.8% throughout the scenario. 

• The Dow Jones Total Stock Market declines 65.0% (cumulative) from fourth quarter 
2017 through first quarter 2019. 

 
For more information about the Supervisory Severely Adverse scenario, please refer to “2018 
Supervisory Scenarios for Annual Stress Tests Required Under the Dodd-Frank Act Stress 
Testing Rules and the Capital Plan Rule,” published on February 2, 2018 by the Federal 
Reserve.1 
 
Methodologies 
 
BB&T’s methodologies focus on defining the relationship between macroeconomic variables 
assumed by the scenario and BB&T’s activities to estimate potential outcomes for the scenario. 
The stress testing process relies on a combination of a stressed macroeconomic scenario, 
econometric models, other quantitative methods, and qualitative assessments to produce the 
stressed outcomes.  
 
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. Qualitative approaches may be used to address 
limitations with econometric models. BB&T believes including qualitative assessments in 
considering the stress scenario and possible outcomes improves the capital adequacy assessment.  
 
To increase the level of governance and promote effective review and challenge, management 
conducts challenge meetings for the critical steps of the stress testing process, including the 
balance sheet and income statement forecast. The challenge meetings are performed by BB&T 
senior management across the organization including risk management, finance, and the business 
units. Results and overlays from the business units are discussed and adjustments are made to the 
overlays to align the models’ projections with the conditions of the scenario. 
 
The methodologies applied to generate BB&T’s results under the scenario are discussed in more 
detail 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 

                                                           
1 Additional information about the supervisory scenarios is available at https://www.federalreserve.gov/publications/2018-february-supervisory-
scenarios-for-annual-stress-tests.htm. 

https://www.federalreserve.gov/publications/2018-february-supervisory-scenarios-for-annual-stress-tests.htm
https://www.federalreserve.gov/publications/2018-february-supervisory-scenarios-for-annual-stress-tests.htm
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relationships with macroeconomic variables in the scenario. Qualitative adjustments took into 
consideration the mortgage loan production pipeline and 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.  
 
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. Given the 
scenario, the securities portfolio and wholesale funding sources were reviewed for their 
availability, along with the relative pricing of instruments used for liquidity management. 
 
Income Statement 
BB&T’s noninterest income and expense are projected using a combination of econometric 
models, other quantitative methods, and qualitative assessments. The business units review the 
models and other quantitative estimates and, as appropriate, provide qualitative adjustments to 
address model limitations or potential outcomes not captured under a stress scenario. These 
estimates are reviewed by management and are entered into a central reporting platform that 
aggregates the income statement. 
 
Projected losses, revenue, and income before taxes for the Supervisory 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 (charge-
offs). The credit loss forecasting models used the projected portfolio balances from the balance 
sheet scenario forecast described above, the stressed macroeconomic scenarios, and the current 
loan portfolio composition as the 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. 
 
The first approach is an expected loss framework with probability of default, loss given default, 
and exposure at default parameters estimated separately.  
 

Projected Losses, Revenues, and Net Income before Taxes through Q1 2020 – BB&T Corporation

Amount 
($ in billions)

Percent of 
Average 
Assets1

Pre-provision Net Revenue2 5.7$              2.6%
Other Revenue3 -               0.0%

Provisions (8.2)              -3.7%
Realized Gains/(Losses) on Securities (AFS/HTM) (0.1)              0.0%
Trading and Counterparty Losses4 -               0.0%
Other Gains/(Losses)5 -               0.0%

Net Income Before Taxes (2.5)$            -1.2%
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.

  impairment losses.

5 Other losses/gains include projected change in fair value of loans held for sale and loans held for investment measured under the fair-value option, and goodwill 
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The second approach is a net charge-off framework where charge-offs are calculated as a 
percentage of balances. This approach was applied at either a portfolio or segmented portfolio 
level. 
 
For each modeling approach, the primary driver of credit losses forecasted for loan portfolios 
was the macroeconomic scenario and the current composition of the loan portfolios. For 
purposes of stress testing, BB&T segmented its loan portfolios between wholesale and retail 
loans. The methodologies and key macroeconomic variables used to calculate loan loss 
projections were as follows: 

• Wholesale Portfolios – BB&T segmented its wholesale portfolios to include commercial 
credit exposure across products including Commercial and Industrial (C&I) and 
Commercial Real Estate (CRE). The wholesale loss forecasting models are expected loss 
frameworks that forecast milestones in a loan’s lifecycle including ratings transition, 
exposure at default, and loss given default. BB&T estimated default risk via forecasts of 
risk grade and default migrations trained on macroeconomic conditions. The default, 
utilization, and loss given default components used multiple macroeconomic factors to 
predict loan losses. The primary macroeconomic drivers for the C&I portfolio were 
regional unemployment and credit spreads. For CRE, the loss drivers were the regional 
unemployment rate and rental rates/property values. Specialized wholesale business units 
with relatively low historical losses were modeled using the broader wholesale models. 

• Retail Portfolios – The retail portfolios include residential mortgage, direct retail lending, 
revolving credit, dealer finance, and other loans originated by certain retail-oriented 
subsidiaries. BB&T retail portfolios generally were segmented by loan-level 
characteristics. For retail portfolios with large exposure to loss, the loss forecasting 
models were expected loss frameworks that forecast milestones in a loan’s lifecycle 
including default transition, exposure at default, and loss given default. Smaller retail 
portfolios used net charge-off frameworks that estimate the loss rate based on 
macroeconomic drivers and portfolio risk distributions. Key macroeconomic drivers for 
retail loss forecasts included trends in unemployment, home price indices, car lease 
closings, and used car prices. 

 
In addition to the econometric modeling approaches described above, BB&T made quantitative 
adjustments to model outputs to capture other risks in the scenario. Management reviewed the 
quantitative and qualitative adjustments to ensure the impact was consistent with the scenario. 
 
Credit loss forecasts were inputs to 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 
provision for credit losses on the income statement and allowance for loan and lease losses on 
the balance sheet. 
 
Projected loan losses by loan type for the Supervisory Severely Adverse scenario are shown in 
the table below. 
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Changes in Capital and Capital Ratios 
 
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 equity-based compensation and subtracting cash dividends to 
common shareholders2, preferred dividends, 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 common equity tier 1 capital were determined by adding the aforementioned changes 
in common equity and subtracting changes in regulatory deductions. Regulatory deductions from 
common equity tier 1 capital under the current capital rule applicable to BB&T Corporation and 
Branch Bank include goodwill and other intangible assets, net of associated deferred tax 
liabilities (DTL), unrealized gains and losses on available-for-sale securities, unrealized gains 
and losses on cash flow hedges, accumulated net gains and losses related to the pension asset, 
and DTAs that arise from tax credit carry forwards and threshold deductions. 
 
Disallowed intangible assets were projected to decrease by the amount of the amortization of 
intangible assets included in the net income. 
 
Tier 1 capital was calculated by adding projections of preferred equity to projections of common 
equity tier 1 capital.  
 
Tier 2 capital was determined by adding projected subordinated debt includible in tier 2 capital 
to the projected allowance for loan and lease losses includible in tier 2 capital. 
 
Projections to risk-weighted assets (RWA) were based on quarterly balance sheet projections and 
regulatory risk weights calculated under the current regulatory capital framework. 
 
Projected capital ratios for the Supervisory Severely Adverse scenario are shown in the table 
below. 
 

                                                           
2 Dodd-Frank Act Stress Test assumptions are described in the CCAR instructions. See 12 CFR 252.56(b). 
 

Projected Loan Losses, by Type of Loan, Q1 2018-Q1 2020 – BB&T Corporation
Amount 

($ in billions)
Portfolio Loss 

Rates1

Loan Losses2 5.8$              4.0%
First Lien Mortgages, Domestic 0.6                1.7%
Junior Liens and HELOCs, Domestic 0.2                2.4%
Commercial and Industrial 1.2                4.7%
Commercial Real Estate 1.6                4.3%
Credit Card 0.2                11.1%
Other Consumer 1.6                8.8%
Other Loans 0.4                2.1%

1 Cumulative loss rates over the 9-quarter period.

   calculate portfolio loss rates exclude loans held for sale and loans held for investment under the fair value option.

2 Commercial and Industrial loans include small and medium enterprise loans and corporate cards. Average loan balances used to
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CAUTIONARY STATEMENTS 
This report contains certain 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 under the hypothetical company-developed 
severely adverse scenario. Forward-looking statements are not based on historical facts but 
instead represent management’s expectations and assumptions regarding BB&T’s business, the 
economy and other future conditions. The results presented here 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 and DFA stress testing 
rules. 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. BB&T undertakes no obligation to revise 
or publicly update any forward-looking statements for any reason following the date of this 
report, except as required by law. 

Projected Stressed Capital Ratios through Q1 2020
Actual

Q4 2017 Q1 2020 Minimum2

BB&T Corporation
Common Equity Tier 1 (%) 10.2% 7.4% 7.4%
Tier 1 Risk-based Capital Ratio (%) 11.9% 9.1% 9.1%
Total Risk-based Capital Ratio (%) 13.9% 11.6% 11.6%
Tier 1 Leverage Ratio (%) 9.9% 7.7% 7.7%

Branch Banking and Trust Company
Common Equity Tier 1 (%) 11.3% 10.3% 10.3%
Tier 1 Risk-based Capital Ratio (%) 11.3% 10.3% 10.3%
Total Risk-based Capital Ratio (%) 13.3% 12.7% 12.7%
Tier 1 Leverage Ratio (%) 9.4% 8.7% 8.7%

1 The BB&T Corporation capital ratios are calculated using capital action assumptions provided within the Dodd-Frank Act stress testing 
rule. The Branch Banking and Trust Company capital ratios are calculated using alternative capital actions that the company would 
undertake during a stress period.

2 Minimum capital ratios presented are for the period Q1 2018 to Q1 2020 and do not necessarily occur in the same quarter.

Stressed Capital Ratios1

http://www.sec.gov/

