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Banks Won Concessions on Tests



The Federal Reserve at the last minute significantly scaled back the size of the capital

hole facing some of the nation's biggest banks, following days of intense bargaining over

the stringency of the stress tests.

In addition, according to bank and government officials, the Fed used a different
measurement of bank-capital levels than analysts and investors had been expecting,
resulting in much smaller capital deficits.

Even though the overall reaction to the stress tests is generally positive, the haggling
between the government and the banks shows the sometimes-tense nature of the
negotiations that occurred before the final results were announced Thursday.

When the Fed last month informed banks of its preliminary stress-test findings,

executives at banks including Bank of America Corp., Citigroup Inc. and Wells Fargo &

Co. were furious with what they viewed as the Fed's exaggerated capital holes. A senior

executive at one bank fumed that the Fed's initial estimate was "mind-numbingly" large.

Over the next two weeks, at least half of the banks pushed back, according to people

with direct knowledge of the process. Some argued the Fed was underestimating the

banks' ability to cover anticipated losses with revenue growth and aggressive cost-cutting.
Others urged regulators to give them more credit for pending transactions that would
thicken their capital cushions.

At times, frustrations boiled over. Negotiations with Wells Fargo, where Chairman
Richard Kovacevich had publicly derided the stress tests as "asinine," were particularly
heated, according to people familiar with the matter. Government officials worried San
Francisco-based Wells might file a lawsuit contesting the Fed's findings.

The Fed ultimately accepted some of the banks' pleas. Shortly before the test results

were unveiled Thursday, the capital shortfalls at some banks shrank, in some cases

dramatically, according to people familiar with the matter.




lower dollar because of hetter U.S. economy ?
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The dollar fell hard Friday, hitting a nearly seven-week low against the euro,
as higher stock markets, a better-than-expected U.S. jobs report, and broad optimism

in financial markets led investors to stop hoarding so much of the U.S. currency.
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have a nice week
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