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Financial

Banks hope HTM will spell relief when rates increase
November 25, 2014 
By Nathan Stovall and Salman Aleem Khan

Banks continued to substantially increase the size of their held-
to-maturity portfolios in the third quarter, preparing for an eventual 
change in the rate cycle. 

at the end of the linked quarter and 13.98% a year earlier, according 
to SNL data.

Banks have classified as HTM a number of liquid securities pur-
chased to meet the requirements of new provisions such as the 
liquidity coverage ratio since those bonds are likely to come under 
pressure when interest rates rise. Advisers have also said that banks 
have often placed longer-duration bonds such as municipal securi-
ties that carry higher yields in their HTM portfolios.

SNL data show that banks reported a 38.66% sequential increase in 
the amount of U.S. Treasurys held in HTM portfolios in the third quar-
ter, while disclosing 1.98% sequential growth in munis in their HTM 
books in the period. Banks had built their holdings of U.S. Treasurys 
and munis in their HTM more significantly in the prior two quarters. 
Banks reported linked-quarter increases in their Treasury holdings in 
HTM portfolios in excess of 60% in the first and second quarters of 
2014, while reporting double-digit percentage increases in munis in 
their HTM portfolios in each of those periods.

Larger banks that have to comply with the liquidity coverage ratio 
have the led the way in building HTM portfolios. Not only are large 
banks trying to protect those bonds from swings in the market, but 
under the Basel III rules, changes in the value of AFS portfolios would 
also flow through regulatory capital at institutions with more than 
$250 billion in assets.

Banks with more than $250 billion in assets — JPMorgan Chase & 
Co., Bank of America Corp., Wells Fargo & Co., Goldman Sachs Group 
Inc., Morgan Stanley, U.S. Bancorp, PNC Financial Services Group Inc., 
Capital One Financial Corp. and HSBC North America Holdings Inc. 
— increased their HTM portfolios in the third quarter by a median of 
6.27% from the prior quarter and 21.38% from a year earlier, accord-
ing to SNL data.

Banks with more than $50 billion in assets — which are subject to 
the liquidity coverage ratio — have built their HTM portfolios con-
siderably as well. Banks in that group increased their HTM portfolios 
at the end of the third quarter by 7.41% from the linked quarter and 
nearly 70% from year-ago levels.

Smaller banks have also relied on their HTM portfolios more in 
recent periods, but the increases have not been as pronounced as at 
their larger counterparts, and they slowed in the third quarter. Banks 
between $5 billion and $10 billion in assets actually decreased their 

AFS, HTM securities at banks & thrifts
Available-for-sale 

securities1
Held-to-maturity 

securities1

Balance 
($B)

Change 
(%)

Balance 
($B) Change (%)

Assets ($) Q3’14 QOQ YOY Q3’14 QOQ YOY
> 50B  1,785.22 2.03 1.03 431.09 7.41 69.52
10B-50B  223.94 -2.25 -1.09 90.59 4.09 35.73
5B-10B  77.99 -1.41 -3.55 16.96 -12.51 -3.42
1B-5B  179.81 2.08 -3.05 41.47 6.79 14.64
<1B  263.04 -2.25 -6.17 38.09 -3.15 -0.21
Total 2,530.01 1.08 -0.39 618.21 5.51 49.70
As of Nov. 20, 2014.
Analysis includes commercial banks and savings banks.
Data based on regulatory filings. 
1 Available-for-sale securities and held-to-maturity securities are  
shown on a cost basis.
Source: SNL Financial

With long-term rates falling back to historically low levels this year, 
banks have continued to prepare for increases in interest rates. If long-
term rates moved back to the levels witnessed late in 2013, banks 
likely would once again watch their bond portfolios come under pres-
sure. To protect against that risk, banks have placed large amounts of 
securities in held-to-maturity (HTM) portfolios. Unlike available-for-
sale (AFS) portfolios, banks are not required to make mark-to-market 
adjustments to their HTM buckets on a quarterly basis.

Those mark-to-market adjustments in AFS portfolios flow through 
accumulative other comprehensive income, or AOCI, and impact tan-
gible common equity. Banks have sought to mitigate the impact of 
changes in market valuations on their book values by relying on their 
HTM portfolios more and more. Banks increased their HTM portfolios 
to 19.65% of all securities at the end of the third quarter from 18.98% 

As of Nov. 20, 2014.
Represents aggregates for commercial banks and savings banks since the first quarter of 2012.
Available-for-sale securities and held-to-maturity securities are shown on a cost basis.
Data based on regulatory filings. 
Source SNL Financial

AFS, HTM securities since Q1’12

H
TM

 ($
B

)

A
FS

 ($
B

)

2,000
2,500
3,000
3,500
4,000
4,500
5,000
5,500
6,000
6,500

200
250
300
350
400
450
500
550
600
650

HTM AFS



http : / /w w w.snl .com

http://www.snl.comOne SNL Plaza, P.O. Box 2124, Charlottesville, VA 22902   Phone: 434.977.1600   News fax: 434.293.0407   www.snl.com
© 2014, SNL Financial LC. All Rights Reserved. Proprietary and Confidential. Use limited and subject to SNL license.

HTM portfolios in the third quarter, while other institutions between 
$1 billion and $50 billion in assets continued to build their HTM port-
folios in the period. 

SNL found that banks with less than $50 billion in assets decreased 
the size of their AFS portfolios from year-ago levels, reporting a me-
dian decline of 3.30% from one year ago. Institutions below the $50 
billion asset threshold decreased their AFS portfolios from the linked 
quarter as well, with the exception of banks between $1 billion and 
$5 billion in assets, which reported a modest 2.08% linked-quarter 
increase in their AFS portfolios in the third quarter.

Even though smaller banks largely reduced their AFS portfolios, the 
majority of the banking industry’s securities remain in the bucket that 
is subject to changes in market values. Banks show those changes in 
values, and whether they have recognized gains or losses, by disclos-
ing the level of unrealized gains and losses in their AFS portfolios 
every quarter. When long-term rates rose last year, the level of unreal-
ized gains in bank portfolios nearly erased.

Long-term rates have dropped this year but held fairly steady in 
the third quarter. The yield on the five-year Treasury actually rose 16 
basis points, while the 10-year Treasury yield decreased by 1 basis 
point in the third quarter.

Long-term rates have fallen further since the third quarter closed, 
with the yields on the five-year and 10-year each declining by more 

than 15 basis points. Some market forecasters are now suggesting 
that rate increases could be further down the road than many people 
expected not too long ago.

For instance, Scott Minerd, chief investment officer at Guggenheim 
Partners, noted in a late October article that wide spreads between 
yields in the U.S. and overseas could prevent U.S. Treasury yields from 
rising. Even with decreases in long-term rates, Minerd noted that the 
10-year yield remains more than 100 basis points higher than the 
yields on the German 10-year bund and Japanese 10-year govern-
ment bond.

To analyze available-for-sale securities portfolios of banks and 
thrifts in an Excel template, click here.

Click here to view a video tutorial on how to use SNL’s tools for 
CAMELS Analysis.

Bank Holding Companies report information about held-to-ma-
turity and available-for-sale securities on FR Y-9C Schedule HC-B, 
which can be accessed under the Regulatory Financials section of a 
company’s Briefing Book page on the SNL website or in SNLxl. 

“The precipitous decline in energy and commodity prices, and 
competitive pressures on prices for traded goods, will probably push 
inflation, as measured by the Fed’s favored personal consumption 
expenditures index, back down toward 1 percent. This raises the like-

AFS, HTM securities at largest bank holding companies by assets
Available-for-sale 

securities1
Held-to-maturity 

securities1

Total 
assets 

($B)
Balance 

($B) Change (%)
Balance 

($B) Change (%)
Company (U.S. ticker) Q3’14 Q3’14 QOQ YOY Q3’14 QOQ YOY
JPMorgan Chase & Co. (JPM) 2,527.01 308.51 1.26 -10.75 48.83 2.04 981.18
Bank of America Corp. (BAC) 2,126.14 269.05 6.76 12.64 60.18 0.25 10.11
Citigroup Inc. (C) 1,882.85 298.55 2.25 6.14 24.04 7.65 122.41
Wells Fargo & Co. (WFC) 1,636.86 242.83 0.54 -4.43 40.76 35.37 NA
Goldman Sachs Group Inc. (GS)  869.00 0.04 0.00 0.00 0.00 NA NA
Morgan Stanley (MS)  814.51 63.79 -2.68 35.23 0.00 NA NA
U.S. Bancorp (USB)  391.28 52.31 8.96 33.32 44.23 5.32 19.85
PNC Financial Services Group Inc. (PNC)  334.60 42.64 -1.81 -5.35 11.42 -5.50 -0.69
Capital One Financial Corp. (COF)  300.44 39.10 -3.32 -8.75 22.18 7.22 21.38
HSBC North America Holdings Inc.  280.27 29.24 -34.01 -38.71 12.05 894.94 736.51
TD Bank US Holding Co.  242.23 56.94 -0.28 -26.98 34.93 -1.75 153.85
BB&T Corp. (BBT)  187.02 21.03 1.42 -7.44 20.72 1.40 53.13
SunTrust Banks Inc. (STI)  186.86 25.03 9.45 14.66 0.00 NA NA
Ally Financial Inc. (ALLY)  149.20 18.94 0.03 -9.65 0.00 NA NA
Fifth Third Bancorp (FITB)  134.19 21.79 0.96 29.57 0.19 -1.62 -28.08
Citizens Financial Group Inc. (CFG)  131.52 18.54 1.51 -6.60 5.29 -1.72 NA
Regions Financial Corp. (RF)  119.79 12.12 -16.36 -24.28 3.34 -4.11 NA
BMO Financial Corp.  119.30 21.71 2.66 3.35 2.22 -2.30 -6.94
Santander Holdings USA Inc.  113.54 15.19 29.05 29.65 0.00 NA NA
MUFG Americas Holdings Corp.  110.88 14.23 -3.83 -17.20 8.46 3.43 55.30
As of Nov. 20, 2014.
Includes the top 20 bank holding companies by total assets as of Sept. 30, 2014, with a loan-to-deposit ratio of greater than 
50%. Savings and loans holding companies that file Y-9Cs were excluded.
1 Available-for-sale securities and held-to-maturity securities are shown on a cost basis.
Ranking is based on total assets.
Data based on regulatory filings. 
NA = not applicable
Source: SNL Financial

lihood that any increase in the policy rate by the Fed will be pushed 
into 2016 or later,” Minerd wrote at the time.

Since then, spreads between the 10-year Treasury and other simi-
larly denominated securities overseas have not changed much and 
remain wide.

More recently, Lindsey Piegza, chief economist at Sterne Agee & 

Leach, noted that the Fed is increasingly concerned that inflation will 
remain below its longer-term rate of 2% for years.

“With energy price declines expected to continue into 2015 and 
sluggish international growth expected to maintain downward pres-
sure on import and input costs, headline inflation is likely to slow fur-
ther, keeping the Fed firmly situated in their accommodative stance,” 
Piegza wrote in a Nov. 20 report.        i


