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ARTICLE BY AYESHA SHETTY

Why Global Systemically Important Banks

INDUSTRY INSIGHTS | DATE OCTOBER 13, 2026

Few groups of companies sit as close to the centre of the global economy as global systemically important
banks (G-SIBs). These banks clear payments across borders, underwrite the debt and equity that fund
corporate investment, hold trillions in household deposits and play a central role in the transmission of
monetary policy.

Their size, complexity and interconnectedness mean that their failure could pose risks to the wider financial
system. As a result, they are subject to some of the most stringent capital, resolution and supervisory
requirements in global banking. This combination of economic reach and systemic importance sets them
apart from the broader banking sector.

According to the Financial Stability Board (FSB), 29 banks were designated as G-SIBs in 2025." They are
headquartered across ten countries in North America, Europe and Asia, reflecting the international reach of
the institutions that underpin the global financial system.

In our view, the offers exposure to this segment
of the global banking industry, providing investors with access to institutions that play a central role in the
functioning of financial markets worldwide.

Key Takeaways

e G-SIBs include the world’'s largest banks by assets and are identified annually through a published,
indicator-based methodology, creating a defined universe of 29 banks subject to additional capital,
resolution and supervisory requirements.

e Capital levels among large banks remain robust, with all banks remaining above their minimum CET1
requirements under a hypothetical severe recession scenario.

e G-SIBs generate revenue across lending, capital markets, payments and other financial services, while
their international networks support cross-border finance.
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1. Exceptional Scale and Global Economic Reach

G-SIBs operate at a scale few other financial institutions can match, with activities spanning multiple
countries, financial markets and critical infrastructure.

As of the end of 2025, Industrial and Commercial Bank of China (ICBC) was the world’s largest bank by
assets, with $7.646 trillion in assets, 14.7 million corporate clients and 782 million personal customers.
China’s three other major state-owned lenders ranked next, followed by JPMorgan Chase, Bank of America,
BNP Paribas and HSBC, all of which are G-SIBs."?

However, size alone does not determine whether a bank is systemically important. Each year, the FSB, in
consultation with the Basel Committee on Banking Supervision (BCBS) and national authorities, identifies G-
SIBs using an indicator-based methodology, supplemented by supervisory judgement, that assesses banks
across five broad categories: size, interconnectedness, substitutability or financial infrastructure,
complexity and cross-jurisdictional activity."®

Several of these measures capture the breadth of a bank’s activities beyond its home market. Cross-
jurisdictional activity measures a bank’s claims and liabilities outside its home country, while substitutability
considers activities such as payments, assets under custody and debt and equity underwriting.® Through
these activities, G-SIBs serve multinational corporations, institutional investors and governments across
markets, linking them to cross-border trade, capital flows and payment systems.

G-SIB designation therefore tells investors more than a bank’s size. It identifies institutions so embedded in
the financial system that their distress could affect other banks and markets.

2. Capital Strength Built Over More Than a Decade

Since the global financial crisis, G-SIBs have been required to hold an additional CET1 capital buffer of 1.0%
to 3.5% of risk-weighted assets, depending on their systemic importance. They must also meet the Total
Loss-Absorbing Capacity (TLAC) standard and liquidity requirements, and maintain plans for an orderly
resolution."*® Alongside broader Basel Ill reforms, these measures have contributed to a significant
strengthening of the capital positions of the world’s largest banks.
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Higher Systemic Importance, Higher Capital Requirements
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Source: Basel Committee on Banking Supervision, as of Jul. 2018

The Basel Committee’s monitoring data illustrates the scale of this change. Between June 2011 and
December 2025, CET1 capital held by large internationally active (Group 1) banks increased by 162.5%, from
€1,320 billion to €3,465 billion. As of December 2025, their average CET1 ratio was 13.9%, well above the
4.5% Basel lll minimum before additional buffers. The average fully phased-in Tier 1 leverage ratio for G-
SIBs was 5.9%.°

Stress testing provides another indication of the resilience built into the system. In the Federal Reserve’s
2026 stress test, all 32 large banks tested remained above their minimum CET1 requirements under a
hypothetical severe recession. Despite absorbing more than $708 billion in projected losses, aggregate
capital declined by only 1.6 percentage points. The scenario incorporated sharp declines in commercial real
estate and house prices, alongside a significant rise in unemployment.®

Strong aggregate results do not mean every bank is equally resilient, however. Stress tests are hypothetical,
and outcomes can vary significantly depending on a bank’s balance sheet, loan mix and other exposures.
The IMF’s global stress test of 669 banks, covering about three-quarters of global banking assets,
projected only a modest decline in the aggregate CET1 ratio under its adverse scenario, from 13.0% to
12.3%. Yet banks representing about 18% of global bank assets would fall below the IMF's 7% CET1
threshold for weak banks under the same scenario.” Credit quality in areas such as commercial real estate
and consumer lending, as well as banks’ exposures to non-bank financial institutions, therefore remain
important areas to monitor.

For investors, stronger capital buffers can help G-SIBs absorb losses while continuing to lend and maintain
core operations during periods of financial stress. However, capital strength is only one measure of
resilience. Credit quality, risk management and the ability to generate earnings through the cycle also
influence how effectively banks withstand adverse conditions.
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3. Multiple Earnings Engines Across Business Lines

G-SIBs generate earnings across a broad range of financial activities, reflecting the scale and breadth of
their operations. Lending remains a core source of income, but large global banks also earn from investment
banking, trading, wealth and asset management, payments and custody. This breadth can reduce reliance
on any single business line and allow banks to participate in different parts of the financial cycle, although it
does not eliminate earnings volatility when economic or market conditions deteriorate.

The scale of G-SIBs is particularly evident in both lending and capital markets. Their large balance sheets
allow them to provide financing to major corporations and institutions, while their global distribution
networks and regulatory presence enable them to underwrite large debt and equity offerings, advise on
mergers and acquisitions and make markets for institutional investors.

Payments and custody provide another important earnings stream. Large banks operate critical
infrastructure for corporations, institutions and governments, generating fee income from transaction
activity while also earning interest on some transaction balances. Payments generated about $2.6 trillion in
revenue in 2025 from 3.8 trillion transactions and $2.1 quadrillion in annual value flows, equivalent to
roughly 41% of total banking revenues. Revenue grew at an average annual rate of 9% between 2020 and
2025, although growth is expected to moderate to about 4% a year through 2030.8

Global payments revenue increased 3 percent globally in 2025

Global payments revenue, $ trillion
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Wealth and asset management add further sources of relatively recurring fee income. These earnings
streams also respond differently to economic and market conditions. Lending income is influenced by
interest rates, loan growth and credit quality; trading and investment banking revenues can be more
sensitive to market activity and investor sentiment; while payments and custody are more closely linked to
transaction volumes and assets serviced.

4. A Central Role in Expanding Cross-Border Finance

Cross-border finance is where the international networks of G-SIBs translate most directly into business.
Companies operating across countries need banks that can move money between currencies and
jurisdictions, finance international transactions and manage foreign-exchange and other financial risks.

Cross-border banking activity has continued to expand. Global cross-border bank claims reached $47.6
trillion at the end of March 2026, while cross-border bank credit grew 11% year over year, with annual
growth remaining positive in each of the previous five years.”® For G-SIBs with established international
networks, this growth can create opportunities across corporate lending, transaction banking, payments
and foreign-exchange services, although growth in financial flows does not automatically translate into
higher bank profitability.

Results at individual G-SIBs show how this activity can feed into revenue. In 2025, Citi's Services business,
which provides treasury, trade and securities services, grew revenue by 8%, while its cross-border
transaction value rose 10%.™

Foreign exchange is another major component of cross-border finance. In 2025, HSBC processed around
$500 trillion of payment transactions in 130 currencies, and reported that foreign exchange in its corporate
and institutional banking business was one of the main contributors to its revenue growth."

Trade finance provides another channel. Up to 80% of global trade is supported by some form of financing
or credit insurance, including letters of credit, guarantees and supply-chain finance." Providing these
services across jurisdictions requires correspondent banking relationships, local regulatory capabilities and
systems for managing credit, sanctions and compliance risks, an area where G-SIBs' international networks
can be an advantage.

The opportunity is not without risks. Trade tensions, sanctions and geopolitical fragmentation can reduce
cross-border flows, redirect trade routes and increase compliance costs. Payment infrastructure is also
changing. Payment stablecoins could reduce the reliance of some businesses and smaller banks on
correspondent banking chains, potentially lowering intermediation fees and increasing competitive pressure
on cross-border intermediaries. Large international banks may nonetheless retain a role, for example as
counterparties that convert stablecoins into local currency and as providers of compliance checks across
jurisdictions, and the overall effect will depend on regulation, cost and the pace of adoption.™
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5. Diversification Across Banking Systems

The G-SIB universe is international by design. The group spans the United States, Canada, the United
Kingdom, continental Europe, Japan and China." No single national banking system defines it.

This matters because bank earnings are shaped by local conditions. Interest-rate cycles, loan demand,
regulatory regimes and competitive structures differ from country to country, and they rarely move in step.
Japan’s megabanks, for example, have benefited from the Bank of Japan’s exit from negative interest
rates,’ while the earnings of large US banks have been more closely tied to capital markets activity and
domestic regulation, and China’s state-owned lenders operate within a policy-directed credit system.

For a portfolio, this means exposure is not tied to a single country’s interest-rate path, credit cycle or
regulator. This geographic diversification is distinct from the business-line diversification described in
Section 3. It spreads exposure across banking systems, but it does not necessarily reduce overall portfolio
risk, since banks in different countries can still be affected by common global shocks.

Breadth brings its own considerations. International bank holdings introduce currency risk, differences in
accounting standards and exposure to political and economic conditions in each market, including emerging
markets such as China. These factors can cause returns across regions to diverge significantly over any
given period.

How to Play It

The Themes Global Systemically Important Banks ETF (GSIB) is an actively managed fund that invests in
the publicly traded banks included in the FSB's annual G-SIB list, which is compiled using the BCBS
assessment methodology.

A bank is deemed systemically important due to its size, interconnectedness, financial infrastructure,
complexity and cross-jurisdictional activity.

Fund Facts

Expense Ratio Strategy Inception Date Holdings

0.35% Active December 15, 2023 29
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Conclusion

The case for the world’s largest banks is ultimately about the durability of their position within the financial
system. Their competitive advantages have been built over decades through scale, client relationships,
infrastructure, regulatory expertise and the ability to operate across markets. Those advantages are difficult
to replicate, particularly in activities where trust, liquidity and balance-sheet capacity matter.

But the same scale that creates an advantage can also create constraints. Large banks carry substantial
fixed costs, face complex regulatory requirements and must continually adapt to changes in technology,
competition and geopolitics. Digital payments, new forms of financial infrastructure and the growth of non-
bank financial institutions could gradually reshape parts of the value chain that these banks have
traditionally dominated.

For investors, the key question is therefore not whether the largest banks are systemically important, but
whether they can continue converting that position into attractive and sustainable returns. Capital strength,
earnings diversification and geographic breadth provide important foundations. The more important test will
be how effectively individual banks deploy those advantages as the financial system evolves.

For more information about the fund, including fees/expenses, holdings, standardized performance, risks
and more, please visit
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Diversification does not eliminate risk.

Article by Ayesha Shetty

Author is a contractor of Leverage Shares LLC, a U.S. affiliate of Themes Management Company LLC. Leverage Shares LLC provides certain
services to Themes under an intercompany services agreement.
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Disclosure

ALPS Distributors, Inc. (1290 Broadway, Suite 1000, Denver, Colorado 80203) is the distributor for the Themes ETFs
Trust.

An investor should carefully consider a Fund's investment objective, risks, charges, and expenses before investing. A
Fund’s prospectus and summary prospectus contain this and other information about Themes ETFs. To obtain a Fund'’s
prospectus and summary prospectus call 866-584-3637 or visit themesetfs.com. A Fund’s prospectus and summary
prospectus should be read carefully before investing.

Investing involves risk, including the possible loss of principal. The investable universe of companies in which BOTT may
invest may be limited. The Fund invests in securities of companies engaged in Information Technology, which can be
affected by rapid product obsolescence and intense industry competition. International investments may involve risk of
capital loss from unfavorable fluctuation in currency values, from differences in generally accepted accounting
principles or from social, economic or political instability in other nations. BOTT is non-diversified.

Shares of ETFs are bought and sold at market price (not NAV) and are not individually redeemed from the Fund. Brokerage
commissions will reduce returns. The market price returns are based on the official closing price of an ETF share or, if the
official closing price isn't available, the midpoint between the national best bid and national best offer (“NBBO”) as of the
time the ETF calculates current NAV per share, and do not represent the returns you would receive if you traded shares at
other times. NAVs are calculated using prices as of 4:00 PM Eastern Time. Indices are unmanaged and do not include the
effect of fees, expenses, or sales charges. One cannot invest directly in an index.

Themes Management Company LLC serves as an adviser to the Themes ETFs Trust. The funds are distributed by ALPS
Distributors, Inc (1290 Broadway, Suite 1000, Denver, Colorado 80203). ALPS is not affiliated with any mentioned entity.
Client brokerage services not offered by ALPS. Please see third part site for more information about any mentioned services.
Solactive, STOXX and BITA have been licensed by Solactive AG, ISS STOXX, and BITA Gmbh, respectively, for use by
Themes Management Company LLC. Themes ETFs are not sponsored, endorsed, issued, sold, or promoted by these
entities, nor do these entities make any representations regarding the advisability of investing in the Themes ETFs. Neither
ALPS Distributors, Inc, Themes Management Company LLC nor Themes ETFs are affiliated with these entities.
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