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Overview 
BBVA USA Bancshares, Inc. is a financial holding company subject to the U.S. Liquidity Risk Measurement 
Standards under Regulation WW (the “LCR Rule”), which implements public disclosure requirements 
generally consistent with the Basel Committee of Banking Supervision’s (BCBS) disclosure standards. The 
BCBS noted the liquidity coverage ratio (“LCR”) disclosures are intended to improve the transparency of 
regulatory liquidity requirements, enhance market discipline, and reduce uncertainty in the markets. The 
U.S. LCR disclosures provide information on significant factors affecting an institution’s LCR and contain 
components to ensure comparability to international LCR calculations. 
 
The following information reflects the consolidated liquidity position of BBVA USA Bancshares, Inc. and its 
subsidiaries (the “Company”). BBVA USA Bancshares, Inc. is a covered company subject to subpart G of 
the LCR rule; as such, the following unaudited figures are presented under modified LCR (“mLCR”) 
requirements.  
 
 
Liquidity Coverage Ratio 
The Company manages to the mLCR requirements pursuant to the U.S. Enhanced Prudential Standards. 
The mLCR is a tailored liquidity risk measure for institutions not subject to the full LCR requirements. 
Institutions subject to the mLCR are typically smaller in size, with less complex structures, and less reliance 
on riskier forms of market funding than institutions subject to the full LCR Rule. The mLCR measure applies 
the same standard outflow and inflow rates to assets, funding sources, and off-balance sheet obligations 
as the full LCR in order to estimate potential net outflows during a 30-day period of stress. The mLCR 
calculation then applies a 70% factor to the estimated total net cash outflows. The LCR Rule requires an 
institution to maintain unencumbered high-quality liquid assets to cover these estimated net outflows during 
a prospective 30-day stress event.      
 
The Company maintains a mLCR in excess of the regulatory requirement. The following table summarizes 
the average mLCR for the quarter ended September 30, 2019. These figures represent the average 
weighted amount after applying the high quality liquid assets (“HQLA”) haircut and cash outflow and inflow 
rates prescribed by the mLCR regulation. 
 

 

(1) Reflects the 0.7 factor applied to total net cash outflow amount in accordance with 12 CFR 249.63. 
 
The Company’s ratio has been stable, as demonstrated by the average mLCR of 144.04% for the previous 
quarter ended June 30, 2019. 
 
 
Main Drivers of the LCR 
HQLA is a main driver of the LCR. The Company maintains HQLA in the form of excess reserves at the 
Federal Reserve Bank and investment securities.   
 
The Company’s net cash outflows are primarily driven by estimated outflows related to customer deposits. 
Additional drivers of estimated outflows include other funding sources and unfunded commitments. The 
outflow and inflow rates applied to on and off-balance sheet exposures are prescribed in the LCR Rule. For 
the Company, exposures related to derivatives and currency mismatch are not significant factors under the 
mLCR.   
 

Modified LCR Summary Average Weighted Amount 
(in millions) 

High-quality liquid assets (HQLA) $     15,178 

Total net cash outflows(1)  10,576 

LCR 143.51% 
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High-Quality Liquidity Assets (HQLA) 
HQLA are defined in the LCR Rule within three categories: Level 1 assets, Level 2A assets and Level 2B 
assets. Level 1 assets are considered to be the most liquid assets and are included in HQLA without limits 
or haircuts. Level 1 assets include central bank excess reserves and sovereign issued or guaranteed 
securities. Level 2A assets may be included in HQLA with a 15% haircut and may comprise up to 40% of 
total HQLA. Level 2A assets include securities issued or guaranteed by government-sponsored entities or 
similar entities. Level 2B assets may be included in HQLA with a 50% haircut and may comprise up to 15% 
of total HQLA. Level 2B assets include debt and equity securities issued by non-financial companies that 
meet a variety of criteria. Qualifying HQLA must meet additional eligibility criteria, such as being available 
to be monetized, for inclusion in the LCR.  
 
The Company has eligible HQLA comprised of excess reserves at the Federal Reserve Bank and 
unencumbered high-quality liquid securities. HQLA average amounts for the quarter ended September 30, 
2019 are presented in the following table. 
 

 
 
 
 
 
 
 

 
 
Sources of Funding 
The Company ensures the availability of a diverse set of funding sources. Customer deposits are the 
primary source of funds for the Company.  Additional funding sources include brokered deposits. Scheduled 
payments, prepayments, and maturities from portfolios of loans and investment securities also provide a 
stable source of funds. FHLB advances, other secured borrowings, federal funds purchased, securities sold 
under agreements to repurchase and other short-term borrowed funds, as well as longer-term debt issued 
through the capital markets, all provide supplemental liquidity sources. The Company’s funding activities 
are monitored and governed through the asset/liability management process. 
 
For more information on funding sources refer to “Funding Activities” and “Borrowed Funds” section of the 
Company’s Form 10-Q for the quarter ended September 30, 2019. 
 
 
Liquidity Management Function 
Liquidity risk is managed through the Company’s Enterprise Risk Management (“ERM”) program. The ERM 
program provides the structure and framework necessary to identify, measure, control and manage various 
risks across the organization. ERM is the cornerstone for defining risk tolerance, identifying and monitoring 
key risk indicators, managing capital and integrating the Company’s capital planning process with on-going 
risk assessments and related stress testing for major risks. 
 
Liquidity is the ability of the Company to convert assets into cash or cash equivalents without significant 
loss and to raise additional funds by increasing liabilities. Liquidity management involves maintaining the 
Company’s ability to meet the day-to-day cash flow requirements of its customers. The Company regularly 
assesses liquidity needs under various scenarios of market conditions, asset growth and changes in credit 
ratings. The assessment includes liquidity stress testing which measures various sources and uses of funds 
under the different scenarios. The assessment provides regular monitoring of unused borrowing capacity 
and available sources of contingent liquidity to prepare for unexpected liquidity needs and to cover 
unanticipated events that could affect liquidity. 

 

Components of Eligible HQLA Average Weighted Amount 
(in millions) 

Level 1 assets 14,795 

Level 2A assets 383 

Level 2B assets  — 

Total HQLA $     15,178 
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Liquidity is monitored at the financial holding company and subsidiary level. The financial holding company 
requires cash for various operating needs including payment of dividends to its shareholder, the servicing 
of debt, and the payment of general corporate expenses. The primary source of liquidity for the financial 
holding company is dividends paid by its subsidiaries.  Applicable federal and state statutes and regulations 
impose restrictions on the amount of dividends that may be paid by subsidiaries.  In addition to the formal 
statutes and regulations, regulatory authorities also consider the adequacy of the subsidiaries’ total capital 
in relation to its assets, deposits and other such items. Appropriate limits and guidelines are in place to 
ensure the financial holding company has sufficient cash to meet operating expenses and other 
commitments without relying on subsidiaries or capital markets for funding.  
 
For more information on the Company’s Liquidity Risk Management practices, see “Liquidity Management” 
section of the Company’s Form 10-Q for the quarter ended September 30, 2019.  
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7/1/2019 to 9/30/2019 
In millions of U.S. Dollars 

Average 
Unweighted 
Amount (1) 

Average 
Weighted 
Amount (2) 

HIGH-QUALITY LIQUID ASSETS             

1 Total eligible high-quality liquid assets (HQLA), of which: 15,246 15,178 

2 Eligible level 1 liquid assets 14,795 14,795 

3 Eligible level 2A liquid assets 451 383 

4 Eligible level 2B liquid assets - - 

CASH OUTFLOW AMOUNTS             

5 Deposit outflow from retail customers and counterparties, of which: 46,656 3,357 

6 Stable retail deposit outflow 27,330 820 

7 Other retail funding outflow 13,530 1,353 

8 Brokered deposit outflow 5,796 1,184 

9 Unsecured wholesale funding outflow, of which: 20,866 7,537 

10 Operational deposit outflow 7,453 1,818 

11 Non-operational deposit outflow 13,213 5,519 

12 Unsecured debt outflow 200 200 

13 Secured wholesale funding and asset exchange outflow 7,378 2,109 

14 Additional outflow requirements, of which: 20,005 2,364 

15 
Outflow related to derivative exposures and other collateral 
requirements 

79 
79 

16 
Outflow related to credit and liquidity facilities including 
unconsolidated structured transactions and mortgage commitments 

19,926 
2,285 

17 Other contractual funding obligation outflow 214 214 

18 Other contingent funding obligations outflow - - 

19 TOTAL CASH OUTFLOW 95,119 15,581 

CASH INFLOW AMOUNTS 

20 Secured lending and asset exchange inflow 1,562 - 

21 Retail cash inflow 417 209 

22 Unsecured wholesale cash inflow 403 233 

23 Other cash inflows, of which: 133 31 

24 Net derivative cash inflow 5 5 

25 Securities cash inflow 1 1 

26 Broker-dealer segregated account inflow 25 25 

27 Other cash inflows 102 - 

28 TOTAL CASH INFLOW 2,515 473 

              
Average 

Amount (3) 

29 HQLA AMOUNT   15,178 

30 
TOTAL NET CASH OUTFLOW AMOUNT EXCLUDING THE MATURITY 
MISMATCH ADD-ON    

15,108 

31 MATURITY MISMATCH ADD-ON   -  

32 TOTAL NET CASH OUTFLOW AMOUNT    10,576 

33 LIQUIDITY COVERAGE RATIO (%)   143.51% 

(1) Average unweighted amount represents eligible HQLA balances prior to any liquid asset caps or haircuts as stated by the LCR rule. 

(2) Average weighted amount represents the average HQLA balance after applying haircuts and liquid asset caps as stated by the LCR 

rule. 

(3) The amounts reported in this column may not equal the calculation of those amounts using component amounts reported in rows 1-

28 due to technical factors such as the application of the level 2 liquid asset caps, the total inflow cap, and for depository institution 

holding companies subject to subpart G, the application of the modification to total net cash outflows. 
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Forward Looking Statement 
Certain statements in this presentation may contain forward-looking statements about the Company and its 
industry that involve substantial risks and uncertainties. Statements other than statements of current or 
historical fact, including statements regarding our future financial condition, results of operations, business 
plans, liquidity, cash flows, projected costs, and the impact of any laws or regulations applicable to the 
Company, constitute forward-looking statements as defined by the Private Securities Litigation Reform Act 
of 1995. 

 
Words such as “anticipates,” “believes,” “estimates,” “expects,” “forecasts,” “intends,” “plans,” “projects,” 
“may,” “will,” “should,” and other similar expressions are intended to identify these forward-looking 
statements. These forward-looking statements reflect the Company’s views regarding future events and 
financial performance. Such statements are subject to risks, uncertainties, assumptions and other important 
factors, many of which may be beyond the Company’s control, that could cause actual results to differ 
materially from anticipated results. If the Company’s assumptions and estimates are incorrect, or if the 
Company becomes subject to significant limitations as the result of litigation or regulatory action, then the 
Company’s actual results could vary materially from those expressed or implied in these forward-looking 
statements. 

 
The forward-looking statements are and will be based on the Company’s then current views and 
assumptions regarding future events and speak only as of their dates made. The Company assumes no 
obligation to update any forward-looking statement, whether as a result of new information, future events 
or otherwise, except as required by securities law.  

 
For further information regarding risks and uncertainties associated with the Company’s business, please 
refer to the “Risk Factors” section of the Company’s Annual Report on Form 10-K filed with the U.S. 
Securities and Exchange Commission on 2/28/19, as updated by the Company’s subsequent SEC filings. 
 

 

 

 


