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Overview 
About MUFG Americas Holdings Corporation  

 Headquartered in New York, MUFG Americas Holdings Corporation (MUAH or the Company) is a 
financial holding company and bank holding company (BHC) with total assets of $117.2 billion at 
June 30, 2016.  Its principal subsidiary, MUFG Union Bank, N.A. (MUB), provides an array of 
financial services to individuals, small businesses, middle-market companies and major 
corporations.  As of June 30, 2016, MUB operated 366 branches, comprised primarily of retail 
banking branches in the West Coast states, along with commercial branches in Texas, Illinois, New 
York and Georgia, as well as two international offices.  

 MUAH is owned by The Bank of Tokyo-Mitsubishi UFJ, Ltd. (BTMU) and Mitsubishi UFJ Financial 
Group, Inc. (MUFG), one of the world’s leading financial groups.  BTMU is a wholly-owned 
subsidiary of MUFG.  

 On July 1, 2016, MUFG designated MUAH as the U.S. Intermediate Holding Company (IHC) in 
accordance with the requirements of the Board of Governors of the Federal Reserve System’s 
(FRB) final rules for Enhanced Prudential Standards for foreign banking organizations (the EPS 
rules)1.  These rules include the requirement that MUFG and BTMU place the U.S. subsidiaries 
they own or control under the IHC. 

1 12 CFR Part 252 Subpart O. 3 



Overview 
U.S. Intermediate Holding Company Formation 

 On July 1, 2016, MUFG and BTMU transferred interests in substantially all its U.S. subsidiaries to 
the IHC in return for common stock issued by MUAH.   

 The subsidiaries include MUFG Securities Americas Inc.1, a U.S. Securities and Exchange 
Commission-registered broker-dealer, and various other non-bank subsidiaries.  The 
transferred subsidiaries had assets of approximately $31 billion and liabilities of 
approximately $30 billion at June 30, 2016.   

 In accordance with the EPS rules, certain remaining U.S. subsidiaries owned or controlled by 
MUFG and BTMU will be transferred under MUAH on or before July 1, 2017.  

 Under BHC rules2, MUAH has included projected results of the transferred subsidiaries in its stress 
test results since the IHC formation occurs within the nine-quarter planning horizon of the 2016 
Dodd-Frank Act Stress Test (DFAST) mid-cycle reporting cycle. Upon their transfer, these 
subsidiaries also became subject to the Comprehensive Capital Analysis and Review (CCAR) and 
DFAST requirements that apply to MUAH.  

1 Formerly Mitsubishi UFJ Securities (USA), Inc. 
2 12 CFR Part 252. 
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Overview 
Dodd-Frank Act Stress Testing 

 As a large BHC, the Company is subject to the capital stress testing requirements of the 
Dodd‐Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act).1   

 BHCs with total consolidated assets of $50 billion or more are required to undergo annual 
supervisory stress tests and conduct annual and mid-cycle company-run stress tests.1  The mid-
cycle stress tests are not being conducted under the FRB’s Capital Plan Rule and are not part of 
the annual CCAR requirements.  

 For the mid-cycle stress tests, each BHC is required to: 

 Develop Baseline, Adverse, and Severely Adverse scenarios that are appropriate for its risk 
profile and operations. 1   

 Similar to annual DFAST reporting requirements, calculate pro forma capital ratios using a 
set of Dodd-Frank Act Capital Action assumptions.2 

 Publish a summary of its stress test results conducted under its Severely Adverse Scenario. 

 The mid-cycle stress tests were conducted using data as of June 30, 2016.  Results were 
projected for the subsequent nine-quarter planning horizon based on MUAH-developed scenarios.  

 MUAH’s results under its Severely Adverse Scenario reflect the projected results of transferred 
subsidiaries on July 1, 2016 and entities expected to be transferred to the IHC on July 1, 2017. 

1 12 CFR Part 252. 
2 A BHC is required to calculate for the company-run tests its pro forma capital ratios using a set of capital action assumptions based on its historical distributions, contracted 
payments, and a general assumption of no redemptions, repurchases, or issuances of capital instruments. 
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Overview 
Dodd-Frank Act Stress Testing (continued) 

 MUAH is a non-advanced approaches banking organization subject only to standardized risk-
based capital rules.  Further, MUAH has elected to opt-out of certain accumulated other 
comprehensive income (AOCI) recognition in the calculation and reporting of its regulatory capital. 

 MUB is an advanced approaches opt-in bank subject to both standardized and advanced 
approaches risk-based capital rules.  Accordingly, MUB includes advanced approaches AOCI 
recognition in the calculation and reporting of its regulatory capital.  MUB is not subject to mid-
cycle stress test requirements. 

 MUAH’s results under the Severely Adverse Scenario presented herein should not be viewed as 
either expected or likely outcomes, or indicative of future performance, but rather, as possible 
results under a set of hypothetical severely stressed economic conditions. 

 The mid-cycle stress tests use internally-developed scenarios, models and methodologies. 
Consequently, the Company’s results may not be comparable to results generated by other BHCs.  

 In addition, these mid-cycle results may not be comparable to the Company’s previously published 
stress test results which utilized different internally developed scenarios or scenarios provided by 
the FRB. 
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Severely Adverse Scenario 

Scenario 
Description 

 After the United Kingdom’s vote to leave the European Union (EU), uncertainty over the EU’s future 
increases and results in a severe recession in the European continent which eventually spreads to other 
economies such as Asia, Latin America and the U.S.    

 In the U.S., the dollar appreciates and the FRB lowers interest rates to negative territory for seven 
quarters with no expectation of raising rates, causing 10-year Treasury rates to fall. The economy 
experiences deflation for five quarters. 

 Asset prices decline.  The Dow Jones Total Index falls 55% and CRE prices drop 40%, with the multi-
family segment falling 50%. 

 A large European financial institution fails due to a liquidity crisis.  
 The scenario also includes two operational risk events, a data center destruction and an underwriting-

related lawsuit, which cause additional operational risk losses.  

Key 
Scenario 

Parameters* 

Real GDP  Declines 6.3%  Fed Funds Target Rate Dips to -0.5% 

Unemployment Rate  Peaks at 10.1%  LIBOR 12m Rate Peaks at 1.8%  

Home Prices2 Decline 28.4%  10-year Treasury Rate Dips to 0.4%, Averages 0.7% 

CRE Prices3 Decline 40% (Multi-family falls 50%)  10-year BBB Corporate Yield Peaks at 6.0% 

Dow Jones Total Index Declines 55.3%  Oil (bbl) / Gas (MMBtu) Price Dips to $35.00 / $1.95  
* Declines are calculated as percentage changes from Q2 2016 to nine-quarter minimums.  Minimums and averages are calculated from Q3 2016 through Q3 2018. 
1 Real estate investment trust   2 CoreLogic House Price Index   3 CRE Property Price Index (Flow of Funds), Moody’s/RCA Commercial Property Price Index 

 The main features of the Severely Adverse Scenario are a severe global recession, negative short-term 
interest rates and low long-term Treasury rates in the U.S., a multi-family commercial real estate (CRE) 
price shock and a European bank failure. 

 The scenario is designed to capture the Company’s unique risks:  

 

 

 The scenario was designed by MUAH’s Stress Test Working Group, which includes Risk, Finance, 
Business Line representatives and other subject matter experts, and was reviewed by the Board of 
Directors. 

 The scenario’s severity is comparable to the previous FRB-provided Severely Adverse scenarios. 

Overview 
 Low energy prices stress energy-related portfolio 
 Flat yield curve pressures revenue and net interest margin           

(NIM) 
 

 Home price declines capture concentrations in residential 
mortgages and home equity loans  

 Decline in CRE prices stresses CRE and REIT1 portfolios   
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Significant Causes for Changes in Capital Position and Ratios 

 Projections of MUAH’s capital position are based on macroeconomic variables in our Severely 
Adverse scenario that are used as inputs to the Company’s models and methodologies. 

 Changes in the Company’s capital position and capital ratios over the nine-quarter planning 
horizon are due to: 

 The projected net loss due to high loan loss provisions partially offset by PPNR and a tax 
benefit; 

 Slight increases in RWA primarily due to the impact of the IHC formation partially offset by 
reduced loan balances from lower loan originations; 

 Minimal impact to Common Equity Tier 1 and risk-based ratios from the IHC formation; and 

 Approximately 190 basis points of decline in the Tier 1 Leverage Ratio associated with the 
IHC formation. 
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Severely Adverse Scenario Results 
MUAH Capital Ratios and Risk-Weighted Assets 
 

MUAH Actual and Projected Capital Ratios Using Dodd-Frank Capital Actions 

  Actual Stressed Capital Ratios Regulatory 
Minimum2 

  June 30, 2016 September 30, 2018 Minimum1 

Common Equity Tier 1 Capital Ratio  13.6%  12.6%  12.3%  4.5% 

Tier 1 Risk-based Capital Ratio  13.6%  12.6%  12.3%  6.0% 

Total Risk-based Capital Ratio  15.4%  14.9%  14.4%  8.0% 

Tier 1 Leverage Ratio  11.6%  9.2%  9.1%  4.0% 

MUAH Actual and Projected Risk-Weighted Assets (RWA) 

(in billions USD) Actual June 30, 2016 Projected September 30, 2018 

Risk-Weighted Assets (Standardized) $97.4 $102.6 

Note: MUAH is a standardized approaches BHC for purposes of calculating capital levels and ratios. MUB is subject to both standardized and advanced approaches rules. 
1  Represents minimum projected capital ratios from Q3 2016 through Q3 2018. 
2 Minimum post-stress regulatory ratios as defined in the Comprehensive Capital Analysis and Review 2016 Summary Instructions, January 2016. 9 



Severely Adverse Scenario Results 
MUAH PPNR and Net Income Before Taxes 

In the Severely Adverse Scenario, the Company’s PPNR is lower and its provision for loan and lease 
losses is sharply higher than would be expected under a baseline scenario.  

PPNR 

 Lower loan originations 
 Lower interest income 
 Higher operational risk 

expenses 

 Unfavorable GDP trend 
 Negative interest rate 

environment 

Provision for Loan and Lease Losses 

 Significant credit losses 
 High loan provisions 

 High unemployment 
 Declining real estate 

prices 
 Low oil prices 

MUAH Projected Cumulative Revenue, Losses, and Net Income before Taxes From Q3 2016 Through Q3 2018 

  in billions USD % of 9Q Average of Total Assets 

Pre-Provision Net Revenue  $1.6  1.1% 

Provision for Loan and Lease Losses  (4.0)  (2.7)% 

Realized Losses on Securities  0.0   

Other Losses  (0.6)   

Net Income/(Loss) before Taxes  ($3.0)  (2.1)% 

Memo Items 
Other Effects on Capital Actual Q2 2016 Q3 2018 

AOCI included in capital (in billions USD)  $0.0  $0.0 

Note:  PPNR includes trading gains / losses. Counterparty mark-to-market and default losses, goodwill impairment and uncertainty buffer comprise Other Losses. 
Amounts shown may not sum up precisely due to rounding.  
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Severely Adverse Scenario Results 
MUAH Projected Loan Losses 

In the Severely Adverse Scenario, the Company estimates a total of $3.6 billion of loan losses, 
concentrated mostly in Commercial and Industrial and Commercial Real Estate.  

Note:  Amounts shown may not sum up precisely due to rounding.  
1 Portfolio loss rate is calculated by dividing the nine-quarter cumulative loan losses by the average loan balances for each portfolio over the same time period. 
2 HELOCs: Home equity lines of credit, includes lines secured by first-liens.  

MUAH Projected Loan Losses by Type of Loan From Q3 2016 Through Q3 2018 

  in billions USD Portfolio Loss Rates 1 

First-lien Mortgages, Domestic  $0.2  0.6% 

Junior Liens and HELOCs2, Domestic    0.1  2.4%     

Commercial and Industrial    2.0  9.2% 

Commercial Real Estate, Domestic    1.0  6.1% 

Credit Cards    0.0  15.2% 

Other Consumer    0.1  9.4% 

Other Loans and Leases    0.3  2.9% 

Projected Loan Losses  $3.6  4.6% 
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Types of Risks 

 The Company’s Risk Inventory is used in the stress test process and comprehensively captures 
all relevant risks and their associated measurement characteristics across all corporate functions 
and business units.  

 The Risk Inventory assessment and review process is designed to ensure that all risks across 
the Company are identified and evaluated for their relevance, materiality, mitigation, 
management and capital considerations.  

 Primary and secondary risks, as well as the Company’s idiosyncratic risks, are identified, and 
material risks are captured in the scenario estimation processes. 

Primary Risk Inventory 

Credit Market Price Interest Rate 

Liquidity Operational Compliance 

Reputation Strategic Other1 

12 
1 “Other” refers to risks not included in any other category, such as pension risk and tax risk.   



Stress Test Methodologies 
CAP Framework 

MUAH maintains a Capital Adequacy Process (CAP) to assess and manage capital requirements and 
capital adequacy, reflecting:  

 Oversight by its Board of Directors and senior management, conducted in accordance with the 
Company’s Capital Management, Risk Governance and Stress Testing Policies, and Enterprise 
Risk Appetite Statement. 

 Satisfaction of regulatory requirements set out in legislation codifying the Capital Plan and Stress 
Testing Rules1, CCAR, DFAST, and Pillar II Internal Capital Adequacy Assessment Process 
(ICAAP) requirements under advanced approaches (applicable to MUB only), as well as meeting 
internal management objectives.   

 Stress Testing as a core component of the Company’s CAP.  The Company’s Annual Capital Plan 
and Mid-Cycle DFAST reporting processes are subsets of the CAP and utilize processes and 
controls consistent with the CAP Framework. 

 

1 12 CFR Parts 225 and 252 (Regulations Y and YY). 13 



Stress Test Methodologies 
Overview 

 Using the macroeconomic factors provided by our Severely Adverse Scenario, the Company 
produced capital position estimates using models and other projection methodologies (analytical 
tools and subject matter expert judgment).  

 The Company’s primary model inventory includes, but is not limited to: 
 Credit loss models 
 Balance Sheet and PPNR models 

 Model risk is managed through a comprehensive model governance program that includes 
activities such as rigorous model development, model validation and performance monitoring.  

 The Company incorporates a robust Review and Challenge framework that leverages a 
progressive approach through broad participation from various stakeholders to vet forecast 
processes and related outcomes.  

Input 

Macro 
Factors PPNR 

Credit Losses, 
Reserves and 

Provision 
Other Losses 

and Taxes 

Capital 
Position 

Capital RWA Capital 
Ratios 

Estimation 
Process 

14 



Stress Test Methodologies 
Pre-Provision Net Revenue (PPNR) 

General 

 PPNR is segmented into three components:  
1. Net Interest Income (NII) 
2. Noninterest Income 
3. Noninterest Expense 

 These components are calculated using the macroeconomic variables provided in the 
Company’s Severely Adverse Scenario as inputs to models, analytical tools and expert 
judgment. 

Net Interest 
Income 

 NII is composed of interest income (primarily generated from portfolio loans and investment 
securities) partially offset by interest expense (driven by interest-bearing deposits and 
borrowings). 

 Projected balances of loans, investment securities, deposits and borrowings are combined 
with interest rate projections to arrive at NII.  

Noninterest 
Income 

 Noninterest income is principally composed of fees and commissions from client activities and 
is sensitive to the economic environment and consequent business demand. 

Noninterest 
Expense 

 Noninterest expense is derived by incorporating projections of macroeconomic variables, 
specific expense drivers and other factors. 

 Management actions with respect to expense management initiatives, such as staff 
reductions and variable compensation, are considered in projecting noninterest expense.  
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Stress Test Methodologies 
Credit Losses and Provision for Loan and Lease Losses 

General 

 Credit losses, which impact the provision for loan and lease losses, materially contribute to the 
outcome of stress test results. 

 Credit losses are estimated for the loan and lease portfolio based on projected economic factors 
and changes in portfolio balances and composition. 

Credit Losses 

 The Company employs credit loss models for projecting future losses under the Severely 
Adverse Scenario including estimations for probability of default, exposure at default and loss 
given default.  

 The macroeconomic variables and factors are inputs to property conditions as well as loan and 
borrower characteristics that drive loss results.  

Provision for 
Loan and 

Lease Losses 

 The Provision for Loan and Lease Losses represents the replenishment of the Allowance for 
Loan and Lease Losses (ALLL) balances during the projection period.  ALLL is reduced by credit 
losses and accommodates expectations for loan growth and credit quality changes within all 
portfolios.  

 Changes in ALLL balances are based on empirically-driven loss factors, projected loan balances, 
segment attributions, qualitative adjustments and management judgment.  

16 



Stress Test Methodologies 
Other 

General Other items that impact net income include realized gains/losses on securities, other losses and taxes. 

Realized 
Gains/ 

Losses on 
Securities 
(AFS/HTM) 

 MUAH conducts analysis to project other-than-temporary impairments (OTTI) for its available-for-
sale (AFS) and held-to-maturity (HTM) securities at the CUSIP1 level.  Net losses on securities have 
a lower probability of impacting results because of MUAH’s highly-rated securities investments.    

 AFS securities also include Direct Purchase Bonds (DPB) which are purchased directly from an 
issuer / borrower through private placement but underwritten as loans.  An implied Probability of 
Default Risk Rating is assigned to each DPB for OTTI analysis. 

Other 
Losses 

 Counterparty Credit Mark-to-market Losses (CVA Losses) stress projections are produced by 
utilizing stressed credit default swap spreads selected to reflect the credit environment embodied in 
the Severely Adverse Scenario’s 10-year BBB rating corporate security yield and applying them to 
counterparty exposure profiles. 

 Counterparty default losses are projected by applying the FRB’s 2016 CCAR global market shock 
(GMS) parameters to derive price shocks for trading portfolios and market instruments.2  The 
counterparty with whom MUAH has the largest exposure is assumed to have defaulted. 

 MUAH estimates buffers for the loss reserve for models and processes as well as RWA projections. 
The additional loss reserve accounts for potential variation in outcomes due to factors that are not 
included in production projections or considered in projections overlays. 

Taxes 
Pre-tax revenue/loss and tax credit projections are compiled in determining the Company’s tax 
expense/benefit and net deferred tax assets.  Net deferred tax assets are tested for disallowance in 
Capital. 

1 CUSIP refers to the Committee on Uniform Security Identification Procedures and the nine-digit alphanumeric CUSIP numbers used to identify securities.  
2 MUAH is not required to apply the GMS for its stress tests because of its size and relative lack of complexity. However, the 2016 CCAR GMS parameters 
were used to identify MUAH’s largest counterparty based on the instantaneous default risk. Central clearing counterparties and internal MUFG 
counterparties are excluded when identifying the largest counterparty.  17 



Cautionary Statements 

The stress test results included in this report have not been prepared under U.S. generally accepted 
accounting principles (GAAP).  The stress test results present certain projected financial measures for MUAH 
under the hypothetical economic and market scenarios and assumptions described in this report.  The stress 
test results are not forecasts or actual financial results for MUAH.  Investors in any securities issued by MUAH 
and MUB should not rely on the stress test results as being indicative of expected future results.  Financial 
information relating to MUAH, prepared under U.S. GAAP, is available in reports filed by MUAH with the 
Securities and Exchange Commission (SEC), including MUAH’s Annual Report on Form 10-K for the year 
ended December 31, 2015 and Quarterly Report on Form 10-Q for the period ended June 30, 2016. 
 
The FRB’s projected results for financial institutions, conducted as part of annual Dodd-Frank Act stress tests, 
are based on models and methodologies developed or employed by the FRB.  The FRB does not disclose the 
details of its models and methodologies.  Therefore, because we employ models and methodologies 
developed by us, our results will differ, potentially significantly, from the FRB’s projections. 
 
The following appears in accordance with the Private Securities Litigation Reform Act.  This report includes 
forward-looking statements that involve risks and uncertainties. Forward-looking statements contained in this 
report include projections of our financial results and conditions under a hypothetical scenario incorporating a 
set of assumed economic and financial conditions that we designed.  These projections are not intended to be 
our forecast of expected future economic or financial conditions or a forecast of our expected future financial 
results or conditions, but rather reflect possible results under the hypothetical scenarios.  The future financial 
results and conditions of the Company will be influenced by actual economic and financial conditions and 
various other factors.  Information concerning these factors is described in our reports filed with the SEC and 
available on its website at www.sec.gov.  Any factor described in our SEC reports could, by itself or together 
with one or more other factors, adversely affect our financial results and condition.   
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