
Date: [Insert Date] 

To: [Recipient Name/Board of Directors] 

From: [Advisory Firm/Department Name] 

Subject: Advisory on Regulatory Capital Impact on Syndicated Loan Operations 

Dear [Recipient Name], 

This letter provides an assessment of how current regulatory capital requirements, specifically 

[mention specific regulation, e.g., Basel III/IV or Dodd-Frank], are impacting the syndicated 

loan market and our institutional strategy. 

1. Capital Retention and Risk-Weighted Assets (RWA) 

Higher capital floor requirements have increased the cost of holding large corporate exposures 

on the balance sheet. This trend is driving a shift toward an "originate-to-distribute" model to 

optimize RWA consumption. 

2. Pricing and Market Liquidity 

To maintain targeted Return on Equity (ROE), pricing for revolving credit facilities and term 

loans must reflect the increased cost of capital. We anticipate a narrowing of credit spreads for 

high-quality borrowers but increased volatility in the secondary market as banks limit warehouse 

capacity. 

3. Competitive Landscape 

Non-bank financial institutions and private credit funds continue to capture market share in the 

mid-market segment, as they are not subject to the same capital adequacy ratios. This requires a 

strategic review of our pricing competitiveness. 

4. Recommended Actions 

• Enhance distribution capabilities to reduce final hold positions. 

• Utilize Credit Risk Transfer (CRT) instruments to mitigate capital charges. 

• Review the current portfolio for high-RWA concentrations that yield sub-threshold 

returns. 

We are available to discuss the quantitative impacts of these regulatory shifts on your specific 

portfolio at your convenience. 

Sincerely, 

[Your Name] 

[Your Title] 

[Your Company] 


