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CHICAGO--( BUSINESS WIRE )--Capital One Financial's (COF) reported earnings for fourth
quarter 2013        (4Q'13) were relatively stable, according to Fitch Ratings. COF's        results
were down to $842 million from $1.09 billion in 3Q'13 but        modestly up from $825 million in
the year-ago quarter. This equated to a        4Q'13 annualized return on average assets (ROA)
of 1.20%, which is not        as good as the 3Q'13 ROA of 1.53%, but still compares favorably to
peer        banks.     

     

       Overall revenue in 4Q'13 modestly declined from the sequential quarter        as lower
interest income due to the full impact of the sale of the Best        Buy private label card portfolio
and continued expected run-off of        mortgage loans acquired with ING Direct, was only
partially offset by        lower funding costs. As such, the company's net interest margin (NIM)      
 declined by 16 basis points to 6.73% in 4Q'13 down from 6.89% in 3Q'13.        Relative to the
prior-year quarter the 4Q'13 NIM was 19 basis points        higher due almost entirely to lower
funding costs in the year-over-year        comparison.     

     

       Non-interest income increased relative to the sequential quarter, due in        part to higher
interchange fees amid higher spend volumes on the        quarter. Expenses, however, also
increased sequentially as lower        compensation and benefits expense was offset by higher
marketing        expenses, professional services, and expenses related to COF's       
acquisitions over the last couple of years. As the desire for        incremental loan growth
remains intense, Fitch would expect marketing        costs to remain on the higher side over the
balance of the next year.     

     

       Total period end loans balances increased 2.81% from the sequential        quarter as
growth in domestic credit cards, auto loans, and commercial        loans were offset by the
continued run-off of the company's acquired        home loan portfolio. Fitch would expect more
of the same over the course        of the year, but domestic card loans are in part seasonally
higher amid        higher consumer spending during the holiday season in 4Q'13.     

     

       Credit quality across the board remains good. Fitch notes that credit        quality in COF's
consumer portfolios as measured by net charge-off (NCO)        rates and 30-day plus
delinquency rates appear to have essentially        bottomed in 3Q'13, as there was a modest
uptick in NCO rates in both the        domestic card and auto loan portfolios. Fitch had been
expecting some        reversion in NCO rates and would expect some additional increase in NCO
       rates over the year as the company continues to pursue growth.     
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       Capital ratios modestly declined from the sequential quarter as COF        increased share
buybacks after completing the sale of the Best Buy        portfolio noted above. Nevertheless,
Fitch continues to view capital        ratios as adequate. Under Basel 1, COF's Tier 1 common
(CET1) ratio was        12.2%, down from 12.7% in the sequential quarter. And under the fully      
 phased in Basel III standardized approach the CET1 was approximately        10.9%, just down
modestly from 11.1% in 3Q'13. Under Basel III advanced        approaches, the fully phased in
CET1 ratio remains slightly higher than        8%.     

     

       COF's capital ratios remain modestly below some peer-rated banks.        However, Fitch
believes this is still offset by the company's superior        capital generation abilities.     

     

       Additional information is available at www.fitchratings.com      

     

       ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND       
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING  
     THIS LINK: HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS .        IN
ADDITION, RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE       
AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE '
WWW.FITCHRATINGS.COM
'.        PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM
THIS        SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY,
CONFLICTS        OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER
RELEVANT POLICIES        AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE
OF CONDUCT' SECTION OF        THIS SITE. FITCH MAY HAVE PROVIDED ANOTHER
PERMISSIBLE SERVICE TO THE        RATED ENTITY OR ITS RELATED THIRD PARTIES.
DETAILS OF THIS SERVICE FOR        RATINGS FOR WHICH THE LEAD ANALYST IS
BASED IN AN EU-REGISTERED ENTITY        CAN BE FOUND ON THE ENTITY SUMMARY
PAGE FOR THIS ISSUER ON THE FITCH        WEBSITE.     
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