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CECL Benchmark Q4 2020 
A framework to understand the extent of your allowance build (updated for Q4) 

In this paper, we continue the research analysis that was performed throughout the past year. 
Over the course of four quarters, we have been able to confirm that the methodology used 
can be a stable triangulation indicator on the allowance for a peer group of banks. In the 
analysis, we look at Q3 actual results to update the triangulation ranges for each bank and the 
peer group. This lets us establish a point of view on whether banks will keep building, 
maintain, or start releasing allowance into Q4 and where they stand on the range of 
preparedness compared to peers in the context of an evolving economic outlook. 
 
This quarter’s analysis continues to provide updates on some specific methodologies to 
address questions from readers. In addition, the analysis was further expanded to include a 
differentiation by product type. By further breaking down our analysis into this greater detail, 
we can provide readers with significantly more insightful results.  
 
We observed that the peer group weighted average allowance for credit loss (ACL) for Q3 
2020 is 2.54%. Going into Q4 2020, we establish that our new upper- and lower-bound 
indexes for the peer group are respectively 2.39% and 0.81%. As anticipated, the movement 
in this quarter’s upper and lower bounds indicated a drop in both metrics given the continued 
improvement in economic variables. Figure 1 presents each bank’s own upper and lower 
bound, as well as the Q3 actual reserve ratios. 
 
Despite that, between Q3 2020 and Q4 2020 economic forecasts have continued to improve 
there still remains a significant amount of uncertainty on the near-term impact of the 
pandemic, as well as the political changes. As a result, despite the drop in the benchmark 
results we expect most banks to maintain a stable allowance as net charge-offs (NCOs) begin 
to materialize with the potential for some relatively small, insignificant release of reserves. 
The most difficult aspect of knowing whether reserves are sufficient continues to depend on 
the timing of charge-offs, government stimulus, and forbearance actions that may likely delay 
the typical onset of losses. Consistent with the previous studies, we provide peer group and 
bank-specific commentary. 

Figure 1 Banks’ own upper- and lower-bound indexes 

 

Source: Moody’s Analytics and FDIC Call Report data 
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Introduction 

Our benchmark analysis began March 31, 2020 and has continued through Q2 and Q3 of 2020. Within each of the previous 
studies, we concluded that banks would continue to build their allowance as the economic impacts of the pandemic unfolded. As 
we move to the final quarter of 2020 and into 2021, the question will shift slightly to whether the time has come to begin 
releasing the reserves that were built up over the past few quarters. This will be the focus as we update the analysis for the latest 
Q3 actuals and the new 11/30/2020 economic forecast to update the range for our Q4 predictions. 
  
In addition to reviewing these trends for our portfolio level upper- and lower-bound summaries, for this quarter we will also be 
presenting our analysis at an asset-type level. This will provide additional insight into the changes we are seeing in the industry and 
offer a better benchmark for how this portfolio mix will affect the way the overall summary analysis has looked. For example, a 
bank with a significant commercial portfolio may be more apt to hold onto its current reserve level when compared to a bank 
holding a larger residential mortgage portfolio.  
  
Overall, the key scenario changes in this quarter included a leveling or strengthening of many of the variables that had been so 
volatile the past few quarters, as shown in Figure 2. Based upon this overall effect, we observe that the both the upper and lower 
bounds decreased. The peer group average for the lower bound is 0.81% and the upper-bound average was 2.39%, compared to 
1.92% and 3.26% from the prior quarter’s analysis.  
 

 Scenario evolution from Q1 2020 to November 2020 – unemployment rates 

 
Source: Moody’s Analytics 
 
For a summary review of the methodology used to generate this benchmark study, see our original whitepaper.1 In this paper, we 
break down the overall results of our benchmark study at a portfolio level and based on asset type. Then, we will review each 
bank’s Q3 results and where those stand compared to our triangulation index. Based on the economic condition assumptions for 
Q4 (which have continued to show improvement since September), we will give commentary on what we expect of the banks in 
the peer group—which ones will build, maintain, or release allowance. 
 
Comparison of results – portfolio averages 

The intent of the updated study is to help gauge what the Q4 reserves level will be. For the past several quarters, a big part of that 
analysis was a determination of whether some banks were still behind in building reserves for the fallout of the pandemic. 
However, as we have seen a stabilization in the economy and economic variables continuing to show signs of strengthening, the 
focus now shifts to overall levels of the reserve. For example, some banks may still appear under-reserved while others appear to 
be capable of releasing some of the reserve they built over the past three quarters. It is this change in mindset, from overall 
building of reserves across the board to a more nuanced balancing, that drove the change to further the benchmark to an asset-
class level. 
 
That said, before providing results at an asset-class level, we review the portfolio-level results, particularly as a comparison to our 
prior benchmark studies. Upon review of the results (Figure 3), we can see that almost all banks within this study fell near or in 
some cases above their upper bounds per the analysis. Even those that were not at this level were significantly distanced from any 
lower bounds at an individual or peer level. This has shifted from earlier quarters where in Q2 and Q3 estimates tended to fall 

 
1 “CECL Build – Is it Enough?” https://www.moodysanalytics.com/-/media/article/2020/cecl%20build%20-%20is%20it%20enough.pdf 

https://www.moodysanalytics.com/-/media/article/2020/cecl%20build%20-%20is%20it%20enough.pdf
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directly within the established range for each bank, and is in opposition to Q1, when our analysis showed several banks to appear 
under-reserved.  
 
As evidence of this, prior analysis left a few banks near or below the peer group lower bounds. However, in the Q4 study there 
were no banks in that position. Based on the overall analysis, it would appear that being over-reserved heading into the new year is 
a larger concern. However, this is where the asset type analysis will be crucial as the following results will showcase how this differs 
based on class—and the continued uncertainty in some markets continues to make these reserve cushions seem reasonable. 
 

 Triangulation of ACL estimates 

 

Source: Moody’s Analytics and FDIC Call Report data 

Figure 4 presents the details of our overall analysis, as well as the percentage increase above the peer group lower bound. We will 
base most of our commentary on this data and investors’ conference commentary provided by each bank. 
 

 Top 14 banks – upper- and lower-bound bank-specific range2 estimates Q1 2020 versus Q2 2020 

 

Source: Moody’s Analytics and FDIC call report data 

 

 
2 Note: the upper and lower bound were estimated based on Q2 call report data. 
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Name ACL Q2 % ACL Q3 % Q2 to Q3 % change Upper Bound Mid-Point Lower Bound % Lower Bound
JPM 3.31% 3.24% -2.12% 2.21% 1.45% 0.70% 362.69%
BoA 1.97% 2.08% 5.34% 1.99% 1.31% 0.63% 228.79%
Wells 2.06% 2.15% 4.39% 2.04% 1.30% 0.57% 279.08%
Citi 3.66% 3.70% 1.20% 4.37% 3.06% 1.75% 111.96%
USB 2.38% 2.41% 1.41% 2.16% 1.53% 0.91% 166.40%
Truist 1.55% 1.65% 6.11% 2.12% 1.53% 0.94% 74.65%
PNC 2.30% 2.32% 0.63% 1.74% 1.11% 0.48% 386.32%
Citizens 1.94% 2.03% 5.00% 2.20% 1.49% 0.77% 163.60%
Ally 2.88% 2.90% 0.90% 2.85% 1.74% 0.64% 356.31%
Fifth Third 2.35% 2.33% -0.78% 2.53% 1.63% 0.74% 214.66%
Key 1.64% 1.71% 4.24% 2.35% 1.50% 0.65% 161.46%
M&T 1.69% 1.80% 6.82% 0.95% 0.68% 0.42% 333.43%
Regions 2.51% 2.58% 2.48% 2.78% 1.81% 0.85% 202.72%
Huntington 2.13% 2.22% 4.23% 2.18% 1.46% 0.75% 196.27%
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Heading into the Q4 results period and progressing into 2021 the big question remains from Q3: will banks release reserves 
and if so, when? Based on our triangulation index and the improving economic forecast, it would appear that reserve releases are 
upcoming but will not occur in any material manner in Q4. Additionally, with the continued uncertainty around the epidemiology 
of the pandemic and related vaccination efforts and the delayed onset of losses by continued government support actions, it 
seems most of the banks in our peer group will not be in a position to release reserves until later in 2021. As mentioned in our 
prior study, we do expect to see shifts within certain banks’ portfolios, with some asset classes having releases (for example, 
mortgages) and others increases (commercial real estate [CRE]), leading to an overall maintenance of the current level of 
allowances. As previously mentioned, for this reason in this quarter and moving forward we have expanded our analysis to include 
a view based on asset type. 
 
Comparison of results – results per asset type 

In each of the following sections, we will present the peer group upper and lower bound graphed against each bank’s Q3 ACL 
reserves, and then we will show the Q2 to Q3 changes as well as the bank’s own upper and lower bound. In addition, we will 
illustrate the dispersion of the results, by bank, that were used to create the benchmark. The gist is that the more disperse the 
results for a given bank, the more volatile the portfolio performance will tend to have been over time. Finally, we will present a 
view of the peer group indicators by bank to help the reader understand where the bank stands among its peer group in terms of 
riskiness profile. For each product segment, we offer summary commentary for the banks within their peer group based on the Q4 
earnings release information. 
 
Commercial real estate 

The CRE portfolio has garnered the most attention since the beginning of the COVID-19 pandemic. Business closures, empty 
offices, and hotels shutdowns have made these portfolios susceptible to increased credit deterioration. On the other hand, some 
property types and locations have fared relatively well, and the government has provided much-needed support that trickles down 
to the net operating income of CRE properties. 
 
Figure 5 presents the peer group’s current ACL reserve ratio for Q3 2020 (blue bars), as well as the peer group upper and lower 
bound (red and green lines) and the bank’s own upper and lower bound (red and green dots). We observe that most banks sit 
above the upper bound and expected releases for most in Q4. 
 
The peer group’s upper and lower bounds are 1.59% and 0.25%, respectively. The much-improved economic conditions (as of 
November 2020) have lowered the boundaries from the previous quarter while banks have been maintaining reserves at more 
conservative levels given the still uncertain but more positive economic outlook. 

 Q3 peer benchmark for CRE portfolio 

 
Source: Moody’s Analytics and FDIC Call Report data 
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Figure 6 shows the evolution of each bank’s reserves from Q2 to Q3 as well as their own upper- and lower-bound values. The final 
% Lower Bound column represents how far above the lower bound the Q3 2020 ratio is. The results in the table show that ACL 
increases were prevalent across all banks in Q3 while the benchmark itself—which uses the November 2020 forecast—is showing 
expected improvements. This should lead to the conclusion that banks are well reserved and that eventually some releases may 
come through, but we do not expect any large releases in CRE portfolios for Q4. 
 

 ACL metrics for peer group – CRE 

 
 

Source: Moody’s Analytics and FDIC Call Report data 

Figure 7 gives a sense of the dispersion of the metrics that were used in building the benchmark. Such information can be used to 
interpret which banks may be exposed to more or less volatility. The tighter range of results means that for all of the different 
metrics computed that are part of the benchmark, some have a much smaller range of sensitivity (we use different models but 
also different scenarios), leading us to interpret that banks with small ranges should have less volatile reserves over time. CRE is a 
case in point; for example, we observe that JP Morgan Chase and M&T Bank have a very tight range of metrics and their outliers 
are not too far off from the box plot when compared to their peers.  
 

 Benchmark individual metrics dispersion – CRE 

 
Source: Moody’s Analytics and FDIC Call Report data 

Bank Name ACL Q2 % ACL Q3 % Q2 to Q3 % change Upper Bound Mid-Point Lower Bound % Lower Bound
JPM 1.46% 1.71% 17.02% 0.98% 0.57% 0.17% 903.36%
Wells 2.04% 2.20% 7.64% 1.42% 0.76% 0.10% 2132.23%
BoA 3.60% 3.26% -9.33% 1.94% 1.12% 0.30% 1005.52%
USB 2.59% 2.79% 7.64% 1.56% 0.96% 0.37% 655.16%
Truist 1.40% 1.83% 30.67% 2.31% 1.59% 0.86% 111.77%
M&T 1.26% 1.60% 27.11% 0.43% 0.24% 0.05% 3382.32%
Citi 1.76% 1.79% 1.47% 2.42% 1.45% 0.48% 268.93%
PNC 1.41% 2.72% 92.23% 1.72% 0.99% 0.27% 908.07%
Key 2.17% 2.13% -1.58% 2.48% 1.43% 0.37% 474.59%
Regions 3.44% 3.65% 6.15% 3.06% 1.75% 0.45% 709.30%
Citizens 0.59% 1.87% 215.68% 2.06% 1.24% 0.41% 355.05%
Fifth Third 3.46% 3.57% 3.10% 2.86% 1.70% 0.53% 567.91%
Huntington 2.91% 3.56% 22.30% 2.63% 1.61% 0.59% 504.78%
Ally 1.57% 1.50% -4.46% 0.85% 0.43% 0.01% 16302.03%
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Figure 8 shows the riskiness indicators for the CRE portfolio in terms of maximum and average NCO experienced during the last 
financial crisis, and ACL coverage in quarters for each compared to their peers. Note that green is better than average. 
 

 Riskiness indicators relative to peers  – CRE   

 
 

Source: Moody’s Analytics and FDIC Call Report data 

 
This information can be used alongside the benchmark and idiosyncratic knowledge of the portfolio evolution over time to 
determine whether a given bank is better reserved than a given peer. 
 
We review JP Morgan Chase using information from its last earnings report to establish a view on its level of allowances as of Q4 
2020, and provide some information on what to expect going into Q1 2021 based on our benchmark.   
 
JP Morgan Chase saw its CRE loan portfolio grow by 2% year over year and reserves for the commercial portfolio (CRE breakout is 
not available) as a whole were down by $2 billion, signaling that the improved economic environment (although uncertain) was 
good enough to lead to releases. Our benchmark concurs with JP Morgan Chase, which sat at 1.71% as of Q3 2020 and is likely to 
be somewhat lower as call report data becomes available. The upper-bound benchmark at 1.59% provides room for lowering 
reserves of that magnitude and will remain very close to being on par with some of the best-reserved banks in the peer group for 
the CRE portfolio. As of the latest Q4 report, JP Morgan Chase now sat at 1.47% for the CRE portfolio while seeing balances 
decline by 1.3%, signaling more aggressive releases are in store. JP Morgan Chase now sits just below our upper-bound benchmark. 
 
Credit cards 

The credit card portfolio is one where reserves were hiked very early on in the pandemic when we saw unemployment and job 
losses skyrocket. Because they are unsecured, credit cards usually experience much higher levels of defaults—and we observed a 
reserve build commensurate with that expected behavior. 
 
Figure 9 illustrates the peer group’s current ACL reserve ratio for Q3 2020 (blue bars), as well as the peer group’s upper and lower 
bound (red and green lines) and the bank’s own upper and lower bound (red and green dots). The peer group’s upper and lower 
bounds are 9.79% and 3.99%, respectively, as opposed to CRE. The much-improved economic conditions (as of November 2020) 
have lowered the boundaries but to a lesser extent, while banks have been maintaining reserves at more conservative levels given 
the still uncertain but more positive economic outlook. Most banks find themselves at or above the peer group and their own 
upper bound except Truist Bank, which is quite a bit lower than the peer group average but near the top of its own upper bound. 

Bank Name ACL % NCO % max NCO % avg NCO max coverage quarters NCO avg coverage quarters
JPM 1.71% 0.47% 0.13% 3.59 13.24
Wells 2.20% 0.27% 0.09% 8.15 24.10
BoA 3.26% 0.42% 0.09% 7.82 37.62
USB 2.79% 0.39% 0.10% 7.15 27.00
Truist 1.83% 0.76% 0.15% 2.40 12.04
M&T 1.60% 0.26% 0.05% 6.18 29.60
Citi 1.79% 1.90% 0.32% 0.94 5.58
PNC 2.72% 1.07% 0.28% 2.55 9.69
Key 2.13% 1.58% 0.46% 1.35 4.68
Regions 3.65% 0.94% 0.42% 3.90 8.67
Citizens 1.87% 1.07% 0.39% 1.74 4.81
Fifth Third 3.57% 2.28% 0.51% 1.57 7.03
Huntington 3.56% 1.73% 0.46% 2.06 7.70
Ally 1.50% 0.16% 0.01% 9.54 152.71
Peer Weighted Average 2.28% 0.63% 0.16% 3.65 14.12
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 Q3 peer benchmark for credit card portfolio  

 
Source: Moody’s Analytics and FDIC Call Report data 

 
Figure 10 presents how each bank’s reserves have evolved from Q2 to Q3 and their own upper- and lower-bound values. The final 
% Lower Bound column represents how far above the lower bound the Q3 2020 ratio is. The results in the table show that ACL 
increases were prevalent for all banks but five in Q3. All banks that have released reserves still sit above their upper bound except 
Key Bank, which is releasing the most aggressively for the cards portfolio but still has reserved for more than twice its own lower 
bound. With the economic outlook improving, we expect a more broad-based reduction in allowance for cards, especially as the 
new COVID-19 stimulus bill takes effect and provides much-needed income support. 
 

 ACL metrics for peer group – credit cards 

 
 

Source: Moody’s Analytics and FDIC Call Report data 

 
Figure 11 gives a sense of the dispersion of the metrics that were used in building the benchmark. Such information can be used to 
interpret which banks may be exposed to more or less volatility. The tighter range of results means that for all of the different 
metrics computed that are part of the benchmark, some have a much smaller range of sensitivity (we use different models but 
also different scenarios), leading us to interpret that banks with small ranges should have less-volatile reserves over time. Cards is a 
case in point; for example, we observe that JP Morgan Chase and Citigroup have a broad range of metrics (think riskier portfolios) 
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Bank Name ACL Q2 % ACL Q3 % Q2 to Q3 % change Upper Bound Mid-Point Lower Bound % Lower Bound
JPM 12.58% 12.76% 1.47% 8.94% 6.39% 3.85% 231.44%
Citi 11.12% 11.34% 2.02% 12.13% 8.51% 4.90% 131.63%
BoA 10.98% 11.24% 2.39% 7.14% 4.85% 2.57% 337.82%
Wells 10.49% 11.33% 8.07% 10.71% 7.43% 4.15% 173.20%
USB 10.14% 10.61% 4.66% 8.72% 6.56% 4.40% 141.07%
PNC 15.32% 14.12% -7.88% 9.96% 6.88% 3.80% 271.87%
Truist 6.73% 6.67% -1.02% 6.79% 4.83% 2.88% 131.79%
Fifth Third 14.81% 13.66% -7.74% 13.08% 9.32% 5.56% 145.72%
Citizens 7.37% 9.89% 34.15% 9.96% 7.00% 4.04% 144.62%
Regions 9.63% 11.18% 16.10% 8.04% 5.51% 2.97% 276.84%
Key 10.93% 9.77% -10.57% 11.50% 7.87% 4.23% 130.80%
Huntington 10.46% 11.00% 5.15% 6.85% 4.82% 2.79% 294.81%
M&T 8.96% 8.39% -6.36% 5.00% 4.27% 3.53% 137.33%
Ally 0.00% 0.00% 0.00% 0.00% 0.00%



 

 

9 FEBRUARY 2021 CECL BENCHMARK Q4 2020 

and their outliers are in the 20%-plus range. Our expectation is that those banks would sit well above the peer group average as a 
result, which they do. 
 

 Benchmark individual metrics dispersion – credit cards 

 
Source: Moody’s Analytics and FDIC Call Report data 

 
Figure 12 shows the riskiness indicators for the card portfolio in terms of ACL coverage in quarters as well as the maximum and 
average NCO experienced during the last financial crisis compared to their peers. Here, staying with our two example banks (JP 
Morgan Chase and Citigroup), we observe that these two banks have riskiness indicators that are worse than average for the peer 
group, which could justify why they have some of the highest card reserves among the peer group. Note that green is better than 
peer average.  
 

 Riskiness indicators relative to peers  – credit cards  

 
 

Source: Moody’s Analytics and FDIC Call Report data 

 
This information can be used alongside the benchmark and idiosyncratic knowledge of the portfolio evolution over time to 
determine whether a given bank is better reserved than a given peer. 
 

Bank Name ACL % NCO % max NCO % avg NCO max coverage quarters NCO avg coverage quarters
JPM 12.76% 4.41% 1.96% 2.90 6.53
Citi 11.34% 3.25% 1.75% 3.49 6.48
BoA 11.24% 1.36% 0.08% 8.27 132.26
Wells 11.33% 3.04% 1.98% 3.73 5.72
USB 10.61% 1.92% 1.36% 5.53 7.83
PNC 14.12% 2.68% 1.42% 5.28 9.95
Truist 6.67% 2.31% 1.13% 2.88 5.88
Fifth Third 13.66% 2.38% 1.63% 5.73 8.37
Citizens 9.89% 4.95% 1.89% 2.00 5.23
Regions 11.18%
Key 9.77% 5.23% 1.62% 1.87 6.04
Huntington 11.00% 2.24% -39.06% 4.91 (0.28)
M&T 8.39% 2.31% 1.11% 3.63 7.55
Ally 0.00%
Peer Weighted Average 11.69% 3.12% 1.47% 3.75 7.96
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We review Citigroup using information from its last earnings report to establish a view on its level of allowances as of Q4 2020, 
and provide information on what to expect going into Q1 2021 based on our benchmark.   
 
Citigroup saw retail loan balances shrink by 6.6% year over year, and reserves for the credit card portfolio as a whole were down 
slightly by $100 million in Q4 2020. This indicates that the better economic environment, although uncertain, led to very timid 
releases given the likely size of the drop in balances for Q4 2020. Our benchmark concurs with Citigroup, which sat at 11.34% as 
of Q3 2020 and decreased to 10.98% as of Q4 2020. It is likely to continue to slowly release reserves as economic conditions 
improve and government support increases over the next quarter. The bank’s own upper-bound benchmark at 12.13% is slightly 
higher than peers based on Citigroup’s historical experience—but Citigroup still remains well above the peer group upper bound at 
9.79%. As of the latest call report data, Citigroup released reserve for cards to 10.82%, which is still well above the peer group 
upper bound, while balances grew by 4%. This signals more aggressive reserves release for this quarter and will likely continue into 
Q1.  
 
Mortgage 

Contrary to the credit card portfolio analysis given above, residential mortgages has been a portfolio where reserves remained 
relatively low throughout the pandemic. Despite unemployment spikes and significant job losses that remain at heightened levels 
even now, other factors have remained steady, leaving this industry without the loss projections others have seen. In particular, 
strong, consistent house prices and house price projections have kept this market stable in terms of loss projections. In addition, 
various government and regulatory initiatives have helped leave delinquency and default levels for this market very low. 
 
Figure 13 depicts the peer group’s current ACL reserve ratio for Q3 2020 (blue bars), as well as the peer group upper and lower 
bound (red and green lines) and the bank’s own upper and lower bound (red and green dots). The peer group’s upper and lower 
bounds are 1.67% and 0.53%, respectively, which is significantly lower than the other consumer loan portfolios (that is, credit 
cards and other). As a result, most banks in this study find themselves squarely in the middle of their individual upper and lower 
bounds, with only Bank of America and Ally Bank below the lower bounds of our analysis and only M&T Bank above its respective 
upper bound. In addition, only Bank of America and Ally Bank find themselves below their peer group’s lower bound and Fifth 
Third Bank above the peer group’s upper bound.  

 Q3 peer benchmark for residential mortgage portfolios 

 
Source: Moody’s Analytics and FDIC Call Report data 

 
Figure 14 shows how each bank’s reserves have evolved from Q2 to Q3, as well as their own upper- and lower-bound values. The 
final % Lower Bound column represents how far above the lower bound the Q3 2020 ratio is. The results in the table show that 
ACL changes were slight for all banks as they relate to the residential mortgage portfolio. PNC Bank and US Bank represented the 
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largest release of reserves for this loan type, but again those changes were minimal given both had a less than 1% reserve as a 
starting point. It is worth noting that both of the banks referenced earlier that were below their current lower bound added 
reserves in this quarter.  
 

 ACL metrics for peer group – mortgage 

 
 
Source: Moody’s Analytics and FDIC Call Report data 

 
Figure 15 gives a sense of the dispersion of the metrics that were used in building the benchmark. Such information can be used to 
interpret which banks may be exposed to more or less volatility. The tighter range of results means that for all of the different 
metrics computed that are part of the benchmark, some have a much smaller range of sensitivity (we use different models but 
also different scenarios), leading us to interpret that banks with small ranges should have less-volatile reserves over time. A good 
example of this can be seen in the results of Fifth Third Bank, which has a significantly broader range in the residential mortgage 
space than its peers.  
 

 Benchmark individual metrics dispersion – mortgage 

 
Source: Moody’s Analytics and FDIC Call Report data 

 
Figure 16 illustrates the riskiness indicators for the mortgage portfolio in terms of ACL coverage in quarters, as well as the 
maximum and average NCO experienced during the last financial crisis compared to their peers. Based on the results, there is a 

Bank Name ACL Q2 % ACL Q3 % Q2 to Q3 % change Upper Bound Mid-Point Lower Bound % Lower Bound
JPM 1.35% 1.27% -6.29% 2.12% 1.32% 0.52% 145.67%
Wells 0.64% 0.62% -3.31% 1.25% 0.81% 0.37% 69.14%
BoA 0.30% 0.32% 5.31% 1.40% 0.94% 0.48% -34.22%
Citi 1.01% 0.95% -5.88% 2.33% 1.65% 0.97% -2.64%
USB 0.89% 0.76% -13.89% 1.40% 0.98% 0.56% 37.17%
Truist 0.87% 0.87% 0.60% 1.57% 1.07% 0.57% 53.98%
PNC 0.94% 0.82% -12.35% 1.58% 1.05% 0.52% 57.39%
Citizens 0.71% 0.83% 16.69% 1.69% 1.08% 0.47% 74.40%
Regions 1.44% 1.35% -5.80% 1.86% 1.18% 0.49% 175.51%
Fifth Third 2.66% 2.45% -8.09% 3.02% 1.86% 0.70% 249.41%
Huntington 0.74% 0.84% 12.85% 1.62% 1.13% 0.63% 32.33%
M&T 1.04% 0.97% -6.45% 0.81% 0.56% 0.30% 223.36%
Key 1.66% 1.58% -5.18% 1.92% 1.14% 0.35% 349.74%
Ally 0.23% 0.25% 5.68% 2.47% 1.71% 0.94% -73.69%
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consistent outcome in which both Bank of America and Ally Bank appear to have lower reserve levels and higher riskiness factors 
than their peers in this loan type. Note that green is better than peer average. 
 

 Riskiness indicators relative to peers  – mortgage 

 
 
Source: Moody’s Analytics and FDIC Call Report data 

 
This information can be used alongside the benchmark and idiosyncratic knowledge of the portfolio evolution over time to 
determine whether a given bank is better reserved than a given peer. 
 
We review Bank of America using information from its last earnings report to establish a view on its level of allowances as of Q4 
2020, and provide information on what to expect going into Q1 2021 based on our benchmark. 
 
While Bank of America appears to have a relatively low loss allowance for residential mortgages as compared to peers, it is still 
more than double the allowance rate compared to when the year began with post-CECL adoption (moving from .09% to .21% 
when removing any home equity loans). In addition, the bank also saw about half of the NCO level in 2020 as it did in 2019. With 
the continued government stimulus and strong housing outlook, it is not likely to see any significant allowance increase in this 
portfolio. Given the current allowance level and its already relatively low level, it is also not expected to see dramatic releases 
occur, either.  
 
CRE construction 

CRE construction portfolios saw relatively large increases in reserves on a percentage basis in 2020. The construction industry has 
been hit hard by the pandemic overall as employment declined greatly at the end of Q1 but has since partially rebounded. The 
pandemic has caused construction delays and much uncertainty, especially around future demand in sectors such as retail and 
office. We have observed reserve builds due to these factors. 
 
Figure 17 presents the peer group’s current ACL reserve ratio for Q3 2020 (blue bars), as well as the peer group upper and lower 
bound (red and green lines) and the bank’s own upper and lower bound (red and green dots). The peer group’s upper and lower 
bounds are 3.92% and 1.58%, respectively. As overall economic conditions have improved since the prior quarter, the upper and 
lower bounds have both been reduced, while banks have been maintaining reserves. Most banks find themselves below their own 
upper bounds except for JP Morgan Chase, Bank of America, Citizens Bank, and Huntington Bank. These four banks also sit above 
the peer average upper bound, in addition to their own upper bound. The specific bounds for Truist Bank and Ally Bank are 
perplexing but if we examine the results more closely, we can explain this abnormal behavior. The Ally Bank variance is due to the 
very small portfolio and the fact that its maximum NCO during the last financial crisis is larger than the current allowance. The 
Truist Bank anomaly is due to our call report forecast model that generates ACL rates of over 30 to 45% based on the scenario 
severity and its historical pattern of losses. In an ideal world, we would remove those metrics from the index and weight them to a 
lesser extent to avoid generating such outlier behavior. 

Bank Name ACL % NCO % max NCO % avg NCO max coverage quarters NCO avg coverage quarters
JPM 1.27% 0.83% 0.45% 1.52 2.83
Wells 0.62% 0.74% 0.32% 0.85 1.93
BoA 0.32% 0.82% 0.39% 0.39 0.82
Citi 0.95% 1.34% 0.72% 0.71 1.31
USB 0.76% 0.49% 0.25% 1.56 3.09
Truist 0.87% 0.76% 0.25% 1.15 3.55
PNC 0.82% 0.81% 0.19% 1.02 4.41
Citizens 0.83% 0.68% 0.36% 1.23 2.32
Regions 1.35% 0.65% 0.35% 2.08 3.88
Fifth Third 2.45% 1.47% 0.55% 1.66 4.48
Huntington 0.84% 1.03% 0.36% 0.81 2.31
M&T 0.97% 0.31% 0.18% 3.17 5.33
Key 1.58% 0.44% 0.26% 3.57 6.05
Ally 0.25% 11.63% 1.10% 0.02 0.23
Peer Weighted Average 0.81% 0.96% 0.40% 0.84 2.01
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 Q3 peer benchmark for construction portfolio 

 
 
Source: Moody’s Analytics and FDIC Call Report data 

 
The results in Figure 18 show that while some banks reduced their construction allowance in Q3, most have increased modestly. 
Bank of America increased its reserves the most aggressively in Q3 as it now sits above both its own upper and peer group average 
upper bounds. With the economic outlook improving, we expect a more broad-based reduction in allowance. 
 

 ACL metrics for peer group – construction 

 
 
Source: Moody’s Analytics and FDIC Call Report data 

 
The dispersion of the metrics in Figure 19 shows construction tends to have a tighter range of results than other portfolios, as our 
model results produce fairly elevated results under the Baseline scenario. Also, under an S3 scenario, the results have a more 
moderate increase compared to other portfolios. Truist Bank is an outlier as its dispersion results are much greater. Under the 
CECL forecast model, its results are very adverse under both Baseline and S3 scenario forecasts, which is pushing up both its upper 
and lower bounds. 
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Bank Name ACL Q2 % ACL Q3 % Q2 to Q3 % change Upper Bound Mid-Point Lower Bound % Lower Bound
JPM 5.76% 4.98% -13.52% 2.18% 1.10% 0.03% 18336.34%
Wells 2.04% 2.22% 8.96% 2.90% 2.04% 1.17% 90.36%
PNC 1.16% 1.31% 12.60% 2.20% 1.33% 0.47% 179.93%
USB 3.23% 4.28% 32.66% 3.98% 2.67% 1.36% 215.96%
M&T 2.43% 2.28% -6.51% 2.39% 1.83% 1.26% 80.85%
BoA 2.65% 6.52% 146.56% 5.48% 3.50% 1.52% 329.04%
Truist 1.94% 1.98% 1.76% 12.93% 14.09% 15.25% -87.03%
Citi 0.57% 0.61% 7.12% 2.15% 2.32% 2.49% -75.33%
Fifth Third 1.85% 1.93% 4.35% 4.04% 2.72% 1.40% 37.95%
Citizens 7.44% 5.35% -28.09% 3.95% 2.13% 0.31% 1650.75%
Regions 1.73% 1.43% -17.55% 3.97% 2.25% 0.54% 165.73%
Key 2.12% 1.73% -18.32% 3.87% 2.06% 0.25% 580.98%
Huntington 5.07% 8.84% 74.62% 6.06% 3.56% 1.06% 736.65%
Ally 1.07% 1.28% 19.87% 20.03% 10.02% 0.00% inf
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 Benchmark individual metrics dispersion – construction 

 
Source: Moody’s Analytics and FDIC Call Report data 

 
Figure 20 illustrates the riskiness indicators for the construction portfolio in terms of ACL coverage in quarters, as well as the 
maximum and average NCO experienced during the last financial crisis compared to their peers. JP Morgan Chase and Citizens 
Bank have riskiness indicators that are better than the average for the peer group despite having some of the larger reserves 
among the peer group. Note that green is better than peer average. 
 

 Riskiness indicators relative to peers  – construction 

 
 

Source: Moody’s Analytics and FDIC Call Report data 

 
This information can be used alongside the benchmark and idiosyncratic knowledge of the portfolio evolution over time to 
determine whether a given bank is better reserved than a given peer. 
 
Citizens Bank experienced large reserve builds overall from Q1 to Q3 2020, with a more modest build in Q4. For construction, in 
particular, its reserve build was substantial in Q2 2020. It pulled back slightly in the following quarter as it had a modest release in 
Q3. This trend may continue as the economic outlook improves, although there is much uncertainty as it may choose to hold 
steady at comfortable reserve levels, where it sits above its own bank upper-bound benchmark and above the peer group upper 

Bank Name ACL % NCO % max NCO % avg NCO max coverage quarters NCO avg coverage quarters
JPM 4.98% 1.94% 0.45% 2.57 11.09
Wells 2.22% 1.11% 0.42% 1.99 5.25
PNC 1.31% 2.81% 0.78% 0.46 1.67
USB 4.28% 1.80% 0.68% 2.37 6.29
M&T 2.28% 2.60% 0.66% 0.88 3.46
BoA 6.52% 1.97% 0.83% 3.31 7.90
Truist 1.98% 3.49% 0.97% 0.57 2.05
Citi 0.61% 3.83% 0.65% 0.16 0.95
Fifth Third 1.93% 7.83% 1.97% 0.25 0.98
Citizens 5.35% 2.19% 0.77% 2.45 6.97
Regions 1.43% 5.04% 1.55% 0.28 0.92
Key 1.73% 4.12% 1.74% 0.42 0.99
Huntington 8.84% 2.53% 0.94% 3.49 9.39
Ally 1.28% 122.61% 10.18% 0.01 0.13
Peer Weighted Average 2.91% 2.90% 0.79% 1.00 3.67
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bound. In the latest call report (Q4 2020), Citizens Bank had a significant release of reserves from 5.35% to 3.71% for the 
construction portfolio, putting it just below the peer group’s upper bound of 3.92%. This aligns more closely with our benchmark, 
moving from an over-reserved position to a well-reserved position. 
 
Other retail 

As expected, other consumer or retail loans continue to find their reserving thresholds ranging somewhere between residential 
mortgages and credit cards. We also find that given the large variety of loan structures and collateral types that underlie this 
category, there are larger variations in both the benchmark and allowance rates per bank. For example, banks in which this 
portfolio comprises mostly auto loans will see different results from the study as banks with mostly short-term lending. The 
variety of loan types in this category can also make finding one or two key drivers of change or differences a bit more challenging. 
That said, similar to residential mortgages and despite a continually high unemployment rate, losses in this portfolio remain low, 
which we project as the outlook going forward. This results in a relatively small allowance rate for loans in this category.  
 
Figure 21 depicts the peer group’s current ACL reserve ratio for Q3 2020 (blue bars), as well as the peer group’s upper and lower 
bound (red and green lines) and the bank’s own upper and lower bound (red and green dots). The peer group’s upper and lower 
bounds are 2.36% and 0.99%, respectively. As shown in Figure 21, however, those upper and lower bounds change significantly as 
you review the individual banks within the peer group. For example, the upper and lower bounds for Regions Bank are 5.85% and 
2.37%, respectively, which amounts to more than double the average for the overall peer group. However, despite that range of 
outcomes from the benchmark study, nearly all of the banks in the peer group have reserved either at or above their respective 
upper-bound allowance rate. The only exceptions to this are Key Bank, which is between the upper and lower bounds, and 
Citibank, which represents the only bank that has reserved below its lower-bound rate.  

 Q3 peer benchmark for other retail loans portfolios 

 
Source: Moody’s Analytics and FDIC Call Report data 

 
Figure 22 shows how each bank’s reserves have evolved from Q2 to Q3 as well as their own upper- and lower-bound values. The 
final % Lower Bound column represents how far above the lower bound the Q3 2020 ratio is. The results in the table show that 
ACL changes were slight for all banks as they relate to the other retail loan portfolio. Continuing the discussion about Key Bank, 
note that it released over 13% of its reserve in this loan type. This release of reserves accounts for a majority of the difference 
between its current reserve balance and the upper bound of our study. It will be interesting to observe in the coming quarters 
whether others in this peer group follow Key Bank’s example and begin releasing larger percentages of reserves and bringing them 
closer to their midpoint of our benchmark result.  
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 ACL metrics for peer group – other retail 

  
 
Source: Moody’s Analytics and FDIC Call Report data 

 
Figure 23 gives a sense of the dispersion of the metrics that were used in building the benchmark. Such information can be used to 
interpret which banks may be exposed to more or less volatility. The tighter range of results means that for all of the different 
metrics computed that are part of the benchmark, some have a much smaller range of sensitivity (we use different models but 
also different scenarios), leading us to interpret that those banks with small ranges should have less-volatile reserves over time. On 
this box plot, it is interesting to note that despite having the larger reserve percentage in this category among its peers, Regions 
Bank comparatively shows very little volatility.    
 

 Benchmark individual metrics dispersion – other retail 

 
Source: Moody’s Analytics and FDIC Call Report data 

 
Figure 24 illustrates the riskiness indicators for the mortgage portfolio in terms of ACL coverage in quarters, as well as the 
maximum and average NCO experienced during the last financial crisis as compared to their peers. Note that green is better than 
peer average. 
 

Bank Name ACL Q2 % ACL Q3 % Q2 to Q3 % change Upper Bound Mid-Point Lower Bound % Lower Bound
JPM 2.12% 1.97% -7.24% 1.37% 0.97% 0.57% 247.09%
BoA 1.02% 0.99% -2.32% 1.09% 0.79% 0.49% 101.01%
Wells 3.85% 3.65% -5.19% 3.29% 2.23% 1.18% 209.50%
Ally 4.79% 4.75% -0.88% 3.40% 2.18% 0.95% 400.31%
USB 1.88% 1.80% -4.24% 1.67% 1.23% 0.78% 128.93%
Truist 2.42% 2.43% 0.12% 2.25% 1.58% 0.92% 164.77%
Citizens 3.08% 2.85% -7.57% 2.42% 1.68% 0.94% 204.02%
Citi 3.17% 2.96% -6.71% 5.47% 4.70% 3.92% -24.62%
PNC 4.59% 4.18% -8.83% 2.56% 1.78% 1.00% 316.84%
Huntington 1.86% 1.67% -10.03% 1.42% 1.01% 0.60% 179.55%
Fifth Third 1.98% 1.58% -20.24% 1.59% 1.08% 0.57% 174.37%
M&T 3.74% 3.77% 0.79% 1.68% 1.30% 0.91% 314.65%
Key 2.37% 2.06% -13.17% 2.90% 1.99% 1.09% 89.42%
Regions 6.75% 7.17% 6.18% 5.85% 4.11% 2.37% 202.30%
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 Riskiness indicators relative to peers – other retail 

 
 
Source: Moody’s Analytics and FDIC Call Report data 

 
This information can be used alongside the benchmark and idiosyncratic knowledge of the portfolio evolution over time to 
determine whether a given bank is better reserved than a given peer. 
 
We review Citibank using information from its last earnings report to establish a view on its level of allowances as of Q4 2020, and 
provide information on what to expect going into Q1 2021 based on our benchmark.   
 
Overall, Citibank maintained a relatively stable allowance balance in Q4, except for its institutional clients group. The activity 
shown above for the other consumer loans holds true to that overall result. In addition, Citibank’s reserving levels for this loan type 
are consistent with its peers. However, our benchmark process produced an outcome that would have expected its levels to be 
higher than they currently are. Despite that analysis, given the slow release of reserves by Citibank over the past quarter, we would 
not expect to see it build reserves to the levels of our lower-bound expectation in the coming quarters. However, based on the 
latest call report data, Citibank added to its reserves for the other retail portfolio—not as aggressively as the benchmark indicates 
(Q4 3.27% versus Q3 2.95%) but nonetheless breaking the trend of releasing seen in other portfolios. It is worth noting that in 
conjunction with a balance reduction of 14.8% in Q4 2020, this represents a significant allowance build for Citibank. 
 
Commercial and industrial 

Commercial and industrial (C&I) portfolios saw increases in reserves in the first half of 2020, as smaller businesses were especially 
hard hit by the pandemic. We have seen reserves remaining stable after Q2 2020 as banks held steady in the face of uncertainty. 
Economic conditions improved in the latter half of the year; therefore, the modeled results that affect this benchmark study’s 
upper and lower bounds have been declining at a faster pace than banks releasing reserves.  
 
Figure 25 shows the peer group’s current ACL reserve ratio for Q3 2020 (blue bars), as well as the peer group’s upper and lower 
bound (red and green lines) and the bank’s own upper and lower bound (red and green dots). The peer group’s upper and lower 
bounds are 1.46% and 0.42%, respectively. As overall economic conditions have improved since the prior quarter, the upper and 
lower bounds have both been reduced while banks have maintained reserves. The peer set of banks all find themselves at or above 
the peer group average upper bound except for Ally Bank, although Ally Bank’s Q3 C&I reserve remains above its own upper 
bound. Two banks—Citibank and Key Bank—sit further below their own upper bound. 

Bank Name ACL % NCO % max NCO % avg NCO max coverage quarters NCO avg coverage quarters
JPM 1.97% 0.57% 0.34% 3.43 5.79
BoA 0.99% 0.45% 0.28% 2.22 3.53
Wells 3.65% 0.90% 0.50% 4.05 7.28
Ally 4.75% 0.27% 0.10% 17.86 46.73
USB 1.80% 0.56% 0.41% 3.22 4.35
Truist 2.43% 0.57% 0.35% 4.25 6.89
Citizens 2.85% 0.62% 0.33% 4.56 8.57
Citi 2.96% 1.60% 1.13% 1.85 2.61
PNC 4.18% 1.81% 0.27% 2.31 15.67
Huntington 1.67% 0.57% 0.33% 2.92 5.15
Fifth Third 1.58% 0.58% 0.33% 2.70 4.71
M&T 3.77% 0.58% 0.34% 6.55 11.05
Key 2.06% 1.15% 0.68% 1.80 3.05
Regions 7.17% 0.51% 0.32% 13.93 22.54
Peer Weighted Average 2.67% 0.68% 0.37% 3.94 7.13
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 Q3 peer benchmark for commercial and industrial portfolio 

 
Source: Moody’s Analytics and FDIC Call Report data 

 
The results in Figure 26 show that most banks had a modest C&I reserve build in Q3, but some also had modest declines. Key Bank 
increased its C&I reserves the most in Q3 as it is now much closer to its own upper bound than the prior quarter, and is now equal 
to the peer group average upper bound. JP Morgan Chase had the largest decrease in its C&I allowance rate among the peer group 
but still sits well above its own bank and peer group upper bounds, so this trend may continue for others as the economic outlook 
improves. 
 

 ACL metrics for peer group – C&I 

 
 
Source: Moody’s Analytics and FDIC Call Report data 

 
The dispersion of the metrics in Figure 27 shows C&I tends to have a uniform range of results, except for Ally Bank. Our CECL 
forecaster model produces low results for Ally Bank even when applying more adverse scenarios. This leads to a tighter range of 
results than the different metrics computed. As in the CECL forecaster model that is part of the benchmark, there is a much 
smaller range of sensitivity. Therefore, these smaller ranges should lead to less-volatile reserves over time. 
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Bank Name ACL Q2 % ACL Q3 % Q2 to Q3 % change Upper Bound Mid-Point Lower Bound % Lower Bound
JPM 2.22% 2.03% -8.77% 1.22% 0.76% 0.30% 586.50%
BoA 1.29% 1.46% 13.24% 1.17% 0.75% 0.33% 343.43%
Wells 2.02% 2.23% 10.38% 1.71% 1.05% 0.39% 464.27%
Citi 1.77% 1.77% 0.44% 1.91% 1.23% 0.56% 214.97%
Truist 1.42% 1.51% 6.40% 1.33% 0.85% 0.37% 310.41%
PNC 1.98% 2.02% 1.89% 1.22% 0.73% 0.25% 715.32%
USB 2.00% 1.97% -1.61% 1.57% 1.12% 0.67% 195.38%
Key 1.24% 1.46% 17.51% 1.95% 1.30% 0.65% 123.09%
Fifth Third 1.72% 1.88% 9.75% 1.79% 1.18% 0.56% 238.58%
Citizens 1.82% 1.80% -0.83% 1.78% 1.30% 0.81% 121.57%
Regions 2.09% 2.17% 3.64% 2.23% 1.55% 0.87% 147.85%
Huntington 2.67% 2.63% -1.55% 2.34% 1.60% 0.86% 204.84%
Ally 0.73% 0.71% -3.08% 0.43% 0.25% 0.07% 917.10%
M&T 1.36% 1.48% 8.78% 0.73% 0.55% 0.36% 312.30%
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 Benchmark individual metrics dispersion – C&I 

 
Source: Moody’s Analytics and FDIC Call Report data 

 
Figure 28 illustrates the riskiness indicators for the commercial portfolio in terms of ACL coverage in quarters, as well as the 
maximum and average NCO experienced during the last financial crisis compared to their peers. Citibank has a riskiness indicator 
that is worse than the peer group’s average, but its C&I reserves are not much higher among the peer group. This can be attributed 
to lessons learned in the previous downturn and portfolio optimization that is more risk averse. Note that green is better than peer 
average. 
 

 Riskiness indicators relative to peers – C&I  

 
 
Source: Moody’s Analytics and FDIC Call Report data 

 
This information can be used alongside the benchmark and idiosyncratic knowledge of the portfolio evolution over time to 
determine whether a given bank is better reserved than a given peer. 
 
The majority of the peer groups’ C&I portfolios sit well above their own bank’s upper-bound benchmark as well as above the peer 
group’s upper bound. Looking forward, we expect the bounds to continue decreasing. If banks follow suit, the timing for when they 
start releasing commercial reserves is unknown. Banks such as JP Morgan Chase were well prepared in the run up of its allowance 
at the onset of the pandemic; it was one of the early ones to recognize this in Q3 as it reduced commercial reserves with the 

Bank Name ACL % NCO % max NCO % avg NCO max coverage quarters NCO avg coverage quarters
JPM 2.03% 0.69% 0.24% 2.92 8.53
BoA 1.46% 0.54% 0.19% 2.69 7.72
Wells 2.23% 0.46% 0.21% 4.85 10.49
Citi 1.77% 0.83% 0.33% 2.15 5.44
Truist 1.51% 0.33% 0.18% 4.60 8.42
PNC 2.02% 0.55% 0.20% 3.64 9.89
USB 1.97% 0.45% 0.19% 4.37 10.14
Key 1.46% 0.83% 0.36% 1.75 4.07
Fifth Third 1.88% 1.17% 0.36% 1.61 5.22
Citizens 1.80% 0.53% 0.26% 3.40 6.89
Regions 2.17% 0.61% 0.31% 3.53 7.06
Huntington 2.63% 3.12% 0.74% 0.84 3.57
Ally 0.71% 0.61% 0.06% 1.16 11.78
M&T 1.48% 0.46% 0.19% 3.20 7.89
Peer Weighted Average 1.83% 0.64% 0.24% 2.86 7.64
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improved outlook. We would expect this trend to continue for the bank around its commercial exposures heading into 2021. 
However, trends will differ by banks. Truist Bank, which sits right at the peer group upper bounds, saw a 1.9% reduction in balances 
in Q4 but did not release in any material fashion (1.51%). JP Morgan Chase, which is much higher than the peer group’s upper 
bounds, saw significant release moving from 2.02% to 1.65% while its portfolio balances grew by 4.5%. Our benchmark provides 
useful background justification for this difference, which could be hard to understand without knowing where banks should be 
relative to each other. 
 

Summary and takeaways 

The main reason for undertaking this research was to understand if there was a practical way to produce an upper- and lower-
bound index that could provide a reasonable indicator of the level of reserves across a set of peer banks. This third paper in the 
benchmark series shows that a triangulation index built on different heuristic measures for both a peer group and a bank can give 
management the necessary guardrails to understand where they are relative to peers in their reserve practices. We found evidence 
that by combining top-down methodologies and riskiness indicators, we can better grasp the position in which each individual 
bank finds itself among its peer group for the current and following quarters.3 

Comparing ACLs from different call reports and historical experiences during the Great Recession is almost impossible given the 
underlying assumptions that remain undisclosed (that is, weighted average portfolio life) and the difference in portfolio 
composition. Furthermore, economic environmental uncertainty, lack of clarity on the timing of NCOs, and the impact of 
government support will affect different banks in various ways. Thus, it is vital to understand the parameters of your allowance and 
know where you stand with respect to your peer group, whether you are above the upper bound or below the lower bound. Such 
knowledge is crucial for management teams. 

We have now automated the process of building the triangulation index based on the outlined measures. This means that we can 
conduct this analysis on any peer group and at a portfolio level within days. If you have tried to find a reliable benchmark range for 
you and your peers, feel free to contact us. We offer executive management a view on the array of possible results, especially 
when internal model reliance is brought into question. 

 

  

 
3 We expect that once the economic environment stabilizes, the benchmark range can be valid for more than one to two quarters, making it a lasting 
benchmark. 
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Additional resources from Moody’s and Moody’s Analytics 

» Moody’s Topic Page on COVID-19 

» CECL Build – Is it Enough? 

» CECL Benchmark Q3 

» CECL Benchmark Q2 

» CECL Adoption and Q1 Results Amid COVID-19 

» Pre-COVID-19 Health of Small Businesses 

» EDF Report September 2020 for North American Corporate Firms 

  

https://www.moodys.com/Coronavirus
https://www.moodysanalytics.com/-/media/article/2020/cecl%20build%20-%20is%20it%20enough.pdf
https://www.moodysanalytics.com/-/media/article/2020/cecl%20benchmark%20q3%202020.pdf
https://www.moodysanalytics.com/articles/2020/cecl-benchmark-q2-2020
https://www.moodysanalytics.com/-/media/article/2020/cecl-adoption-and-q1-results-amid-covid-19.pdf
https://www.moodysanalytics.com/articles/2020/pre-covid-19-health-of-small-businesses
https://www.moodysanalytics.com/-/media/article/2020/edf%20report%20september%202020.pdf


 

 

22 FEBRUARY 2021 CECL BENCHMARK Q4 2020 

 

 

© 2021 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All rights reserved. 

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND/OR ITS CREDIT RATINGS AFFILIATES ARE MOODY’S CURRENT OPINIONS OF THE RELATIVE 
FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND INFORMATION 
PUBLISHED BY MOODY’S (COLLECTIVELY, “PUBLICATIONS”) MAY INCLUDE SUCH CURRENT OPINIONS. MOODY’S INVESTORS SERVICE DEFINES CREDIT RISK AS 
THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE 
EVENT OF DEFAULT OR IMPAIRMENT. SEE MOODY’S RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE TYPES OF CONTRACTUAL 
FINANCIAL OBLIGATIONS ADDRESSED BY MOODY’S INVESTORS SERVICE CREDIT RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING 
BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS, NON-CREDIT ASSESSMENTS (“ASSESSMENTS”), AND OTHER 
OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY ALSO INCLUDE 
QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. AND/OR ITS 
AFFILIATES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL 
ADVICE, AND MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO 
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS DO NOT COMMENT ON 
THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS, ASSESSMENTS AND OTHER OPINIONS AND 
PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND 
EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE. 

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS 
AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR PUBLICATIONS WHEN MAKING AN 
INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER. 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE 
COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR 
SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT 
MOODY’S PRIOR WRITTEN CONSENT. 

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS 
DEFINED FOR REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK. 

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as 
well as other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary measures so that the 
information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party 
sources. However, MOODY’S is not an auditor and cannot in every instance independently verify or validate information received in the rating process or in preparing its 
Publications. 

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any person or entity for 
any indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information contained herein or the use of or inability to 
use any such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of 
such losses or damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial instrument is 
not the subject of a particular credit rating assigned by MOODY’S. 

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any direct or 
compensatory losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of 
liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the control of, MOODY’S or any of its directors, 
officers, employees, agents, representatives, licensors or suppliers, arising from or in connection with the information contained herein or the use of or inability to use any such 
information. 

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY 
CREDIT RATING, ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR MANNER WHATSOEVER. 

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCO”), hereby discloses that most issuers of debt securities 
(including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have, prior to assignment of 
any credit rating, agreed to pay to Moody’s Investors Service, Inc. for credit ratings opinions and services rendered by it fees ranging from $1,000 to approximately $2,700,000. 
MCO and Moody’s investors Service also maintain policies and procedures to address the independence of Moody’s Investors Service credit ratings and credit rating processes. 
Information regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities who hold credit ratings from Moody’s Investors 
Service and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at www.moodys.com under the heading “Investor 
Relations — Corporate Governance — Director and Shareholder Affiliation Policy.” 

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY’S affiliate, Moody’s 
Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document 
is intended to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing to access this document from within 
Australia, you represent to MOODY’S that you are, or are accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you represent 
will directly or indirectly disseminate this document or its contents to “retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating 
is an opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to retail investors. 

Additional terms for Japan only: Moody's Japan K.K. (“MJKK”) is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly-owned by 
Moody’s Overseas Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating agency subsidiary of MJKK. MSFJ is not a 
Nationally Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are 
assigned by an entity that is not a NRSRO and, consequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ are credit 
rating agencies registered with the Japan Financial Services Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively. 

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and 
preferred stock rated by MJKK or MSFJ (as applicable) have, prior to assignment of any credit rating, agreed to pay to MJKK or MSFJ (as applicable) for credit ratings opinions 
and services rendered by it fees ranging from JPY125,000 to approximately JPY250,000,000. 

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements. 

BX635 

http://www.moodys.com/

	A framework to understand the extent of your allowance build (updated for Q4)
	Introduction
	Comparison of results – portfolio averages
	Comparison of results – results per asset type
	Summary and takeaways
	Additional resources from Moody’s and Moody’s Analytics

