
Moody's downgrades U.S. Bancorp's ratings (senior unsecured to A3 
from A2); outlook stable            
Rating Action: 
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New York, April 21, 2023 -- Moody's Investors Service ("Moody's") has downgraded all long-term and 
selected short-term ratings and assessments of U.S. Bancorp and its subsidiaries. The holding 
company's senior unsecured local and foreign currency ratings were downgraded to A3 from A2 and 
its local currency commercial paper rating was downgraded to Prime-2 from Prime-1. At its bank 
subsidiary, U.S. Bank National Association, long-term local currency bank deposits were downgraded 
to Aa3 from Aa2 and short-term local currency bank deposits were affirmed at Prime-1. The bank's 
senior unsecured local currency rating was downgraded to A2 from A1, its local currency commercial 
paper rating was affirmed at Prime-1 and its baseline credit assessment (BCA) was downgraded to 
a2 from a1. A complete list of affected ratings appears below.

Following the rating action, the outlook on U.S. Bancorp and its subsidiaries was changed to stable 
from negative.

RATINGS RATIONALE

Moody's said the rating action reflects a deterioration in the operating environment and funding 
conditions for US banks. In response to this, Moody's has lowered the macro profile of the US 
banking system to 'Strong +' from 'Very Strong –'. The change in funding conditions reflects rising 
asset liability management challenges at US banks.  Specifically, the banking system faces rising
funding and profitability pressures related to the significant and rapid tightening in monetary policy, 
which has led to a reduction in US banking system deposits and higher funding costs. Higher interest 
rates have also reduced the value of US banks' fixed rate securities and loans which increases their 
liquidity and capital risks.

At the same time, the rating agency noted that the recent failures of two sizeable US regional banks 
have shaken depositor confidence, especially among uninsured depositors. While Moody's expects 
US banks will continue to benefit from Federal Reserve liquidity backstops and Federal Home Loan 
Bank system funding, these funding sources come at a greater cost and also in most cases have 
shorter duration than core deposits.  Moody's believes that banks which depend on more 
concentrated or higher levels of uninsured deposits are more exposed to these pressures, especially
those with high levels of fixed rate securities and loans.  

Furthermore, the rating agency noted that those US regional banks with lower regulatory capital ratios
in particular face heightened challenges in this environment. Such banks are allowed to exclude 
unrealized losses on available-for-sale (AFS) securities from their regulatory capital ratios. Given their
smaller capital buffers, in the face of systemwide deposit pressures Moody's expects such banks 
could become significantly more reliant on higher cost deposits and wholesale borrowing in order to 
avoid the forced sale of fixed rate securities or loans that could crystallize unrealized losses on those 
assets and impair their regulatory capital ratios. 

These developments have lowered the credit profile of US banks, though not all banks equally. This 



rating action reflects both Moody's view on the aforementioned macro factors as well as the specific 
credit considerations of U.S. Bancorp.

Moody's said the downgrade of U.S. Bancorp's ratings reflects its relatively low capitalization, which 
decreased following the December 2022 acquisition of MUFG Union Bank, N.A.. The downgrade also
reflects Moody's view that governance no longer has a positive impact on U.S. Bancorp's ratings, but 
is instead a neutral component in its currently assigned ratings.

U.S. Bancorp's tangible common equity on a Moody's-adjusted basis (TCE) was 7.6% at year-end, 
moderately below its 8.4% Common Equity Tier 1 (CET1) ratio at the same date, and materially below
that of regional banks with similarly high ratings. The gap between the two arises largely from a 10% 
cap on deferred tax assets (DTAs) in Moody's Banks methodology and Moody's exclusion of the 
CECL phase-in. U.S. Bancorp's DTAs grew to $6.3 billion at the end of 2022 because of unrealized 
mark-to-market losses on its AFS. At 31 March 2023, CET1 rose modestly to 8.5% and management 
noted its intent to rebuild it to 9.0% later this year. In addition to the slow, but steady, improvement in 
capitalization expected over the coming quarters, U.S. Bancorp will face heightened regulatory 
standards and supervisory expectations as it approaches $700 billion in total assets, a credit positive 
in the long run, but potentially driving higher compliance and regulatory costs.

Still, U.S. Bancorp's lower capital position weighs on Moody's assessment of its governance, 
particularly given deterioration in the operating environment. This is reflected in its lowered 
governance score of G-2. Previously, the score was G-1, which is the highest score possible. In 
addition, Moody's lowered U.S. Bancorp's ESG Credit Impact Score (CIS) to a neutral CIS-2 from a 
positive CIS-1.

The rating action also reflects U.S. Bancorp's asset liability management challenges. Specifically, 
based on regulatory filings at year-end 2022, about half of its total deposits were uninsured, which is 
above the median rated US bank, and its unrealized securities losses, both AFS and held-to-maturity
(HTM), were 62% of TCE, an elevated level for a highly-rated bank. Adding in an estimated 15% loss 
on the firm's residential real estate loans brings unrealized losses to 109% of TCE at year-end. This 
limits its balance sheet flexibility in the event of unexpected deposit outflow.

However, U.S. Bancorp's deposit base is strong and highly diversified and management classifies 
more than half of its uninsured deposits as operational, including the sizable component sourced from
its trust business. Moreover, at 31 December, prior to funding strains in the sector, U.S. Bancorp had
a sound level of cash on its balance sheet relative to its large regional bank peers, at more than 7% 
of total assets. At 31 March 2023, the level of cash on its balance sheet had grown to roughly 10% of
total assets. U.S. Bancorp also benefits from multiple sources of contingent liquidity.

With respect to profitability, U.S. Bancorp's net income to tangible assets was lowered by merger
expenses in 2022, but Moody's expects the firm's earnings will strengthen over the coming quarters 
as it integrates MUFG Union Bank, N.A and realizes the anticipated synergies. Historically, the 
diversity of U.S. Bancorp's franchise and efficient operating platform has generated above peer 
average profitability metrics and this could help U.S. Bancorp to rebuild capital.

Positively, U.S. Bancorp's exposure to CRE loans is not significant at less than 1.2x Moody's TCE, 
including construction, which was just 0.3x Moody's TCE at year-end 2022. This low CRE exposure is
credit positive given our expectation that challenges facing commercial real estate will increase over 
the next 12-18 months.

OUTLOOK CHANGE TO STABLE



The stable outlook reflects the diversity of U.S. Bancorp's franchise, its strong management team and
clear strategy, as well as Moody's expectation that the bank will successfully execute the integration 
of MUFG Union Bank, N.A. while also strengthening its capital profile. 

FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS

Given the stable outlook, and an above median rating, a rating change is unlikely over the next 12-18 
months. Longer-term, the bank's BCA and ratings could be upgraded if U.S. Bancorp's TCE ratio 
exceeds 11% and if its profitability metrics return to their historic above-average levels. Other
prerequisites for an upgrade are the maintenance of strong credit quality and liquidity, and disciplined 
risk management. 

U.S. Bancorp's BCA and ratings could be further downgraded if the bank's capitalization does not 
improve, if its credit quality materially weakens, or if its profitability and liquidity metrics deteriorate. 

The principal methodology used in these ratings was Banks Methodology published in July 2021 and 
available at . Alternatively, please see the
Rating Methodologies page on  for a copy of this methodology.

https://ratings.moodys.com/api/rmc-documents/71997
https://ratings.moodys.com

LIST OF AFFECTED RATINGS

Issuer: U.S. Bancorp

..Downgrades:

.... LT Issuer Rating, Downgraded to A3 from A2, STA from NEG

....Senior Unsecured Regular Bond/Debenture (Foreign Currency), Downgraded to A3 from A2, STA
from NEG

....Senior Unsecured Regular Bond/Debenture (Local Currency), Downgraded to A3 from A2, STA
from NEG

....Senior Unsecured Shelf (Local Currency), Downgraded to (P)A3 from (P)A2

....Senior Unsecured Medium-Term Note Program (Local Currency), Downgraded to (P)A3 from (P)A2

....Subordinate Regular Bond/Debenture (Local Currency), Downgraded to A3 from A2

....Subordinate Shelf (Local Currency), Downgraded to (P)A3 from (P)A2

....Subordinate Medium-Term Note Program (Local Currency), Downgraded to (P)A3 from (P)A2

....Junior Subordinate Shelf (Local Currency), Downgraded to (P)Baa1 from (P)A3

....Pref. Shelf (Local Currency), Downgraded to (P)Baa1 from (P)A3

....Pref. Stock Non-cumulative (Local Currency), Downgraded to Baa2 (hyb) from Baa1 (hyb)

....Pref. shelf Non-cumulative (Local Currency), Downgraded to (P)Baa2 from (P)Baa1

....Commercial Paper (Local Currency), Downgraded to P-2 from P-1

..Outlook Actions:



....Outlook, Changed To Stable From Negative

Issuer: MUFG Union Bank, N.A.

..Downgrades:

.... LT Counterparty Risk Rating (Foreign Currency), Downgraded to A2 from A1

.... LT Counterparty Risk Rating (Local Currency), Downgraded to A2 from A1

.... LT Bank Deposits (Local Currency), Downgraded to Aa3 from Aa2, STA from NEG

.... LT Counterparty Risk Assessment, Downgraded to A1(cr) from Aa3(cr)

.... LT Issuer Rating, Downgraded to A2 from A1, STA from NEG

.... Baseline Credit Assessment, Downgraded to a2 from a1

.... Adjusted Baseline Credit Assessment, Downgraded to a2 from a1

....Senior Unsecured Bank Note Program (Local Currency), Downgraded to (P)A2 from (P)A1

....Subordinate Bank Note Program (Local Currency), Downgraded to (P)A3 from (P)A2

....Commercial Paper (Local Currency), Downgraded to P-2 from P-1

..Affirmations:

.... ST Counterparty Risk Rating (Foreign Currency), Affirmed P-1

.... ST Counterparty Risk Rating (Local Currency), Affirmed P-1

.... ST Bank Deposits (Local Currency), Affirmed P-1

.... ST Bank Note Note Program (Local Currency), Affirmed (P)P-1

.... ST Counterparty Risk Assessment, Affirmed P-1(cr)

..Outlook Actions:

....Outlook, Changed To Stable From Negative

Issuer: U.S. Bancorp (Old)

..Downgrades:

....Subordinate Regular Bond/Debenture (Local Currency), Downgraded to A3 from A2 (Assumed by 
U.S Bancorp)

Issuer: U.S. Bank National Association

..Downgrades:

.... LT Counterparty Risk Rating (Foreign Currency), Downgraded to A2 from A1



.... LT Counterparty Risk Rating (Local Currency), Downgraded to A2 from A1

.... LT Bank Deposits (Local Currency), Downgraded to Aa3 from Aa2, STA from NEG

.... LT Counterparty Risk Assessment, Downgraded to A1(cr) from Aa3(cr)

.... LT  Issuer Rating, Downgraded to A2 from A1, STA from NEG

.... Baseline Credit Assessment, Downgraded to a2 from a1

.... Adjusted Baseline Credit Assessment, Downgraded to a2 from a1

....Senior Unsecured Regular Bond/Debenture (Local Currency), Downgraded to A2 from A1, STA
from NEG

....Senior Unsecured Bank Note Program (Local Currency), Downgraded to (P)A2 from (P)A1

....Subordiante Bank Note Program (Local Currency), Downgraded to (P)A2 from (P)A1

..Affirmations:

.... ST Counterparty Risk Assessment, Affirmed P-1(cr)

.... ST Counterparty Risk Rating (Foreign Currency), Affirmed P-1

.... ST Counterparty Risk Rating (Local Currency), Affirmed P-1

.... ST Bank Deposits (Local Currency), Affirmed P-1

....ST Bank Note Program (Local Currency), Affirmed (P)P-1

....Commercial Paper (Local Currency), Affirmed P-1

..Outlook Actions:

....Outlook, Changed To Stable From Negative

Issuer: Elavon Financial Services DAC

..Downgrades:

.... Backed LT Bank Deposits (Local Currency), Downgraded to A1 from Aa3, STA from NEG

.... Backed LT Issuer Rating (Local Currency), Downgraded to A2 from A1, STA from NEG

..Affirmations:

.... Backed ST Bank Deposits (Local Currency), Affirmed P-1

.... Backed ST Issuer Rating (Local Currency), Affirmed P-1

..Outlook Actions:

....Outlook, Changed To Stable From Negative



Issuer: U.S. Bank Trust Company, National Association

..Downgrades:

.... LT Counterparty Risk Rating (Foreign Currency), Downgraded to A2 from A1

.... LT Counterparty Risk Rating (Local Currency), Downgraded to A2 from A1

.... LT Counterparty Risk Assessment, Downgraded to A1(cr) from Aa3(cr)

.... LT Issuer Rating (Foreign Currency), Downgraded to A2 from A1, STA from NEG

.... LT Issuer Rating (Local Currency), Downgraded to A2 from A1, STA from NEG

.... Baseline Credit Assessment, Downgraded to a2 from a1

.... Adjusted Baseline Credit Assessment, Downgraded to a2 from a1

..Affirmations:

.... ST Counterparty Risk Rating (Foreign Currency), Affirmed P-1

.... ST Counterparty Risk Rating (Local Currency), Affirmed P-1

.... ST Counterparty Risk Assessment, Affirmed P-1(cr)

..Outlook Actions:

....Outlook, Changed To Stable From Negative

Issuer: USB Capital IX

..Downgrades:

....Pref. Stock Non-cumulative (Local Currency), Downgraded to Baa2 (hyb) from Baa1 (hyb)

Issuer: USB Realty Corp.

..Downgrades:

....Pref. Stock Non-cumulative (Local Currency), Downgraded to Baa2 (hyb) from Baa1 (hyb)

Issuer: U.S. Bank National Association, Canada Br.

..Affirmations:

....Commercial Paper (Local Currency), Affirmed P-1

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections 
Methodology Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating
Symbols and Definitions can be found on .https://ratings.moodys.com/rating-definitions

For ratings issued on a program, series, category/class of debt or security this announcement 



provides certain regulatory disclosures in relation to each rating of a subsequently issued bond or 
note of the same series, category/class of debt, security or pursuant to a program for which the 
ratings are derived exclusively from existing ratings in accordance with Moody's rating practices. For 
ratings issued on a support provider, this announcement provides certain regulatory disclosures in
relation to the credit rating action on the support provider and in relation to each particular credit 
rating action for securities that derive their credit ratings from the support provider's credit rating. For
provisional ratings, this announcement provides certain regulatory disclosures in relation to the 
provisional rating assigned, and in relation to a definitive rating that may be assigned subsequent to 
the final issuance of the debt, in each case where the transaction structure and terms have not 
changed prior to the assignment of the definitive rating in a manner that would have affected the 
rating. For further information please see the issuer/deal page for the respective issuer on 

.https://ratings.moodys.com

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) 
of this credit rating action, and whose ratings may change as a result of this credit rating action, the 
associated regulatory disclosures will be those of the guarantor entity. Exceptions to this approach 
exist for the following disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated 
entity, Disclosure from rated entity.

The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no 
amendment resulting from that disclosure.

These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited 
Credit Ratings available on its website .https://ratings.moodys.com

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the 
related rating outlook or rating review.

Moody's general principles for assessing environmental, social and governance (ESG) risks in our 
credit analysis can be found at .https://ratings.moodys.com/documents/PBC_1288235

At least one ESG consideration was material to the credit rating action(s) announced and described 
above.

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's 
affiliates outside the EU and is endorsed by Moody's Deutschland GmbH, An der Welle 5, Frankfurt 
am Main 60322, Germany, in accordance with Art.4 paragraph 3 of the Regulation (EC) No 
1060/2009 on Credit Rating Agencies. Further information on the EU endorsement status and on the 
Moody's office that issued the credit rating is available on .https://ratings.moodys.com

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's 
affiliates outside the UK and is endorsed by Moody's Investors Service Limited, One Canada Square, 
Canary Wharf, London E14 5FA under the law applicable to credit rating agencies in the UK. Further 
information on the UK endorsement status and on the Moody's office that issued the credit rating is 
available on .https://ratings.moodys.com

Please see https://ratings.moodys.com for any updates on changes to the lead rating analyst and to 
the Moody's legal entity that has issued the rating.

Please see the issuer/deal page on https://ratings.moodys.com for additional regulatory disclosures 
for each credit rating.

Rita Sahu, CFA
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excluded) on the part of, or any contingency within or beyond the control of, MOODY’S or any of its 
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connection with the information contained herein or the use of or inability to use any such information.
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COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY 
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