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Financial

Banks reclassified billions of deposits as brokered 
following FDIC update
March 17, 2015 
By Kiah Lau Haslett and Zuhaib Gull

Recent FDIC guidance prompted a number of banks to increase 
their brokered deposit concentrations significantly.

Banks and thrifts reclassified billions of deposits as brokered in 
the fourth quarter of 2014, most likely in response to a clarification 
of FDIC guidance and a detailed FAQ released around the new year. 
The FDIC stated in its guidance that the move is intended to provide 
greater clarity as banks release new and different products — but 
the change could make the banks seem riskier or increase deposit 
insurance assessments.

The FDIC had previously issued guidance to insured institutions 
about identifying, accepting and reporting brokered deposits, in-
cluding a 2011 study mandated by the Dodd-Frank Act. But the 
agency continued to receive questions on certain deposits and 
issued a Financial Institutions Letter at the beginning of 2015 in 
response. It also included answers to some recurring questions in an 
FAQ updated in late December 2014.

The updated guidance aims to determine what deposits qualify 
as brokered and the reasoning behind classifying general prepaid 
reloadable cards as brokered. The January Financial Institutions Let-
ter features a “broadly defined” characterization of a deposit broker. 
The FDIC characterized a deposit broker as any individual who places 
or facilitates the placing of deposits belonging to third parties at an 
insured depository institution, or places the deposits at an insured 
depository institution “for the purpose of selling interests in those 
deposits” to others.

“As a result of this broad definition, a brokered deposit may be 
any deposit accepted by an insured depository institution from or 
through a third party, such as a person or company or organization 
other than the owner of the deposit,” the FAQ read.

The FDIC stated that a third party can be considered a deposit 
broker even if the party does not receive a fee or direct compensation 
from the bank, or if the party does not open accounts for depositors 
or place the funds into the accounts. Insurance agents, lawyers or ac-
countants that refer clients to a bank could all be considered deposit 
brokers and the banks receiving those funds would need to classify 
them as brokered.

US banks and thrifts that grew brokered deposits by more than 100% in Q4’14
Quarter-over-quarter change in brokered deposits measured as of Dec. 31, 2014

Brokered deposits Total deposits

Company (top-level ticker)

2014 
balance 

($M)

QOQ 
change 

(%)

YOY 
change 

(%)
Concentration 

(%)^

2014 
balance 

($M)

QOQ 
change 

(%)

YOY 
change 

(%)
MetaBank (CASH)^ 1,273.00 NM NM 71.16 1,788.96 30.30 28.76
City National Bank of Florida^ 97.84 NM NM 2.35 4,159.16 4.11 13.02
First Republic Bank (FRC) 1,957.32 NM NM 5.27 37,130.93 4.28 15.73
Bancorp Bank (TBBK) 3,859.74 6,177.33 1,091.96 83.40 4,628.14 19.03 6.55
SouthEast Bank 63.56 712.74 6,249.25 10.40 610.91 12.03 33.81
Wilshire Bank (WIBC) 113.63 706.02 174.60 3.33 3,416.56 6.45 17.36
H&R Block Bank (HRB) 138.46 639.28 -62.82 24.99 554.13 25.02 -31.35
Eastern Bank 112.21 363.99 299.21 1.43 7,821.00 8.70 10.58
Grandpoint Bank 380.56 361.14 572.00 15.81 2,407.46 12.13 42.08
Far East National Bank (2890) 55.00 266.67 10.00 5.36 1,025.93 -0.53 8.07
CenterState Bank of Florida NA (CSFL) 138.35 224.16 NM 4.47 3,094.85 0.92 50.44
Bremer Bank NA 416.64 207.57 1,328.60 5.67 7,351.52 187.71 211.88
Bankwell Bank (BWFG) 73.83 173.14 146.84 8.77 842.08 19.87 25.41
Pacific Western Bank (PACW) 776.51 151.57 444.27 6.42 12,086.61 1.98 122.66
Branch Banking and Trust Co. (BBT) 8,814.39 149.62 81.26 6.43 136,977.86 -0.28 2.56
Merchants Bank of Indiana 183.18 144.36 997.88 11.36 1,612.08 4.08 52.89
Oritani Bank (ORIT) 202.21 141.84 783.46 11.15 1,813.63 6.72 22.28
Bank of the Ozarks (OZRK) 209.29 133.57 330.67 3.79 5,519.45 6.69 47.96
Lone Star National Bank 55.01 119.95 -1.72 3.01 1,826.22 1.04 -2.05
HomeStreet Bank (HMST) 176.14 111.81 22.04 7.17 2,457.42 0.74 10.80
Florida Community Bank NA (FCB) 338.17 109.31 NM 8.43 4,009.10 -0.54 36.75
Mercantil Commercebank NA (MVZ.A) 216.13 103.45 112.10 3.42 6,318.38 1.42 13.62
Fidelity Bank (LION) 114.20 103.20 69.53 4.63 2,465.53 -0.09 11.35
Data compiled March 10, 2015.
Analysis includes operating commercial banks and savings banks that filed call reports for the year ended Dec. 31, 2014, and reported 
brokered deposits of more than $50 million.
Data is based on regulatory filings.
* Represents institutions that reported zero brokered deposits in their Sept. 30, 2014, or Dec. 31, 2013, call reports.
^ Represents brokered deposits as a percentage of total deposits.
Percentage change greater than 10,000% is denoted as NM (not meaningful).
Tickers are based on home country stock exchange.
Figures included in the chart are not adjusted for inter-company consolidations or mergers and acquisitions.
Source: SNL Financial
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The reclassification goes beyond a simple change in the definition 
of brokered deposits and could carry real costs for banks deemed 
riskier by regulators. The FDIC applies a rate surcharge of as much as 
10 basis points to the deposit insurance assessments of banks where 
brokered deposits exceed 10% of domestic deposits and are “not well 
capitalized” or “not well rated,” according to risk assessment informa-
tion from the FDIC’s website.

Brokered deposits have been viewed warily by regulators, given 
the role they played in the recent spate of bank failures. The FDIC 
noted in a 2011 study on core deposits that a number of banks that 
failed had concentrations of commercial real estate and construction 
and development loans that were funded by brokered deposits. The 
study found that as brokered deposit levels increase, “the probability 
that a bank will fail also increases.” Failures at institutions with higher 
levels of brokered deposits were also “in general, more costly” to the 
deposit insurance fund.

“The FDIC’s statistical analyses also show that brokered deposits 
are an indicator of higher risk appetite. Banks that use brokered de-
posits have higher growth and higher subsequent nonperforming 
loan ratios, which are both associated with a higher probability of 
failure,” the study’s authors wrote.

Banks’ brokered deposit balances grew notably in the fourth quar-
ter in the aftermath of the FDIC’s guidance. The growth in brokered 
deposits in the fourth quarter outpaced overall deposit growth in the 
industry, according to SNL data. Brokered deposits grew 4.83% from 
the third quarter of 2014 to the fourth, or $37.91 billion; total deposits 
grew 1.44% over the same period of time. Brokered deposits grew 
7.66% from 2013 to 2014 and totaled $823.15 billion; total deposits 
grew 5.11% in 2014 for a total of $11.761 trillion.

One bank that saw its brokered deposits increase by more than 
100% quarter over quarter is Davenport, Fla.-based CenterState 
Banks Inc. unit CenterState Bank of Florida NA. CenterState Bank re-
ported a 224.16% increase in brokered deposits quarter over quarter 
in response, a change tied to the clarification, COO Steve Young told 
SNL. Total deposits grew 0.92% over the same quarter.

CenterState acquired the deposits through a prepaid card portfo-
lio acquired from Royal Bank of Canada in 2010 after the Canadian 
bank’s purchase of Alabama National BanCorp. The portfolio included 
relationships with program managers who run rebate and incentive 
programs on behalf of companies and issue corporate-funded pre-
paid cards to customers. CenterState also has a payroll card business 
and a limited general reloadable portfolio, he said.

“Now those, to us, are checking accounts but it seemed like in the 
guidance — the preliminary read that legal and everyone else gave 
us — was we needed to reclassify them as brokered, even though we 
see them as core,” Young said.

Brokered deposits now total $138.35 million at CenterState, or 
4.47% of total deposits. Young said the deposits offer “nice” diversifi-
cation of deposits and fee revenue. The change is a “bit of a negative” 
but “reasonably neutral” overall, given the limited size of the portfolio 
and percentage to total deposits, and the bank is not planning to 
make changes to the portfolio or operations, he added.

Brokered deposits can increase substantially at banks for a number 
of reasons, including M&A. Brokered deposits at Boston-based East-
ern Bank increased 363.99% to $112.21 million in the fourth quarter 
of 2014 due to its acquisition of Bedford, N.H.-based Centrix Bank & 
Trust.

Top 20 US banks and thrifts by brokered deposits
Ranked by brokered deposits as of Dec. 31, 2014

Brokered deposits Total deposits

Company (top-level ticker)

2014 
balance 

($B)

QOQ 
change 

(%)

YOY 
change 

(%)
Concentration 

(%)^

2014 
balance  

($B)

QOQ 
change 

(%)

YOY 
change 

(%)
Morgan Stanley Bank NA (MS) 108.87 7.43 21.79 99.63 109.28 7.43 21.68
Wells Fargo Bank NA (WFC) 72.31 3.80 19.51 5.96 1,213.16 3.52 10.73
Citibank NA (C) 64.41 -1.50 -17.63 6.88 936.37 -1.22 -4.53
TD Bank NA (TD) 61.19 0.58 2.28 31.82 192.26 1.01 3.85
Goldman Sachs Bank USA (GS) 40.68 8.49 15.72 55.63 73.13 6.82 13.76
Bank of America NA (BAC) 39.86 -14.32 -7.49 3.29 1,213.12 0.85 8.89
Morgan Stanley Private Bank NA (MS) 23.29 10.05 12.47 99.93 23.31 10.04 12.45
Discover Bank (DFS) 21.46 2.95 3.61 46.54 46.10 1.56 2.55
E*TRADE Bank (ETFC) 18.18 0.14 -2.67 54.93 33.10 0.53 0.18
U.S. Bank NA (USB) 16.80 30.06 67.86 5.71 294.16 3.49 8.49
Scottrade Bank 16.28 -5.38 -8.80 100.00 16.28 -8.30 -11.12
Synchrony Bank (SYF)* 15.29 6.14 3.62 41.67 36.69 10.03 39.12
TD Bank USA NA (TD) 15.01 2.70 6.06 96.41 15.57 3.77 7.18
American Express Centurion Bank (AXP) 12.82 -0.25 -7.58 57.09 22.46 7.16 8.28
GE Capital Bank (GE) 11.55 6.64 -0.27 64.48 17.91 10.84 25.15
Ally Bank (ALLY) 9.88 1.99 2.29 16.98 58.21 2.48 8.09
Branch Banking and Trust Co. (BBT) 8.81 149.62 81.26 6.43 136.98 -0.28 2.56
State Farm Bank FSB 8.18 -0.75 2.73 77.71 10.53 -1.04 2.54
JPMorgan Chase Bank NA (JPM) 7.61 4.10 17.22 0.53 1,439.40 4.48 8.55
HSBC Bank USA NA (HSBA) 7.43 -2.52 -3.98 5.61 132.53 7.88 7.72
Data compiled March 10, 2015.
Analysis includes operating commercial banks and savings banks that filed call reports for the year ended Dec. 31, 2014.
Data is based on regulatory filings.
* Synchrony Bank is a subsidiary of Synchrony Financial (SYF). As of Dec. 31, 2014, GE Consumer Finance Inc. owns 84.60% of Synchrony 
Financial’s outstanding shares.
^ Represents brokered deposits as a percentage of total deposits.
Tickers are based on home country stock exchange.
Figures included in the chart are not adjusted for inter-company consolidations or mergers and acquisitions.
Source: SNL Financial
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San Diego-based BofI Holding Inc. reclassified about $80 million 
in prepaid card partnership balances as brokered “to be prudent,” 
said President and CEO Gregory Garrabrants during the bank’s earn-
ings call for the last three months of 2014. Brokered deposits totaled 
$653.9 million at the bank for the three months ended Dec. 31, 2014, 
or 16.31% of deposits, compared to $414.4 million, or 12.7%, the 
quarter before, according to SNL data.

“I think unfortunately the application of a ‘broker deposit’ tag on 
these are really pretty … inappropriate given the fact that they are 
very, very stable, low-cost funds that really don’t have any of the vola-
tile characteristics that I think the purpose of the underlying statute 
was designed to address,” he said, according to the transcript.

The clarification could have a larger effect at banks that derive 
more of their business from general purpose reloadable cards. The 
update will have a “negative impact” on the long-term value of those 
deposits, wrote Sterne Agee analyst Matthew Kelley in a Jan. 13 
industry report. The report said the explanation was “meaningful” 
because banks in the prepaid business had not classified the deposits 
as brokered.

“There’s no way around it. This document made it crystal clear that 
a bulk of these relationships would need to be classified as brokered, 
and they had not been doing that,” Kelley told SNL

He wrote that BofI Holding; Sioux Falls, S.D.-based Meta Financial 
Group Inc.; Green Dot Corp.; and Wilmington, Del.-based Bancorp Inc. 
would be especially affected.

Echoing the FDIC’s observation that brokered deposits can be used 
to “fund unsound or rapid expansion of earning assets,” the report 
recommended a close watch of banks that have expanded their use 
of brokered deposits. It listed Northeastern banks — Wyomissing, 
Pa.-based Customers Bancorp Inc.; Lake Success, N.Y.-based Flushing 
Financial Corp.; and Bridgeport, Conn.-based People’s United Finan-
cial Inc. — as examples.

Meta Financial is one bank with a large general reloadable card 
business. The bank disclosed that it reclassified $1.3 billion, or 71.26% 
of its deposits, as brokered during the fourth quarter, according to 
an earnings release filed Jan. 29. The bank does not anticipate an 
“adverse impact” on the company’s statement of financial conditions 
or operations in the future. It also noted that if the bank would fall 
below well-capitalized levels, it would be prohibited from utilizing 
brokered deposits, including accepting, renewing or rolling over bro-
kered deposits, without a waiver from the FDIC. While the company’s 
“maximum annual assessment impact” will be about $500,000 after 
tax, it expects it to be less than that, according to a March 16 company 
release. It anticipates taking a “catch-up expense” in March 2015 of up 
to $250,000 after-tax for the first two quarters of 2015.

The Bancorp Bank experienced large swings in brokered deposits 
over the last two years. The bank recorded 85.89% of deposits as 
brokered in the fourth quarter of 2012; a year later that balance had 
fallen to 7.46% and hit a low of 1.58% in the third quarter of 2014, 
according to SNL data. Brokered deposits increased to 83.4% of total 
deposits at the bank in the fourth quarter of 2014. Management 
disclosed during the bank’s fourth-quarter earnings call that deposit 
insurance expenses increased about $1 million quarter over quarter 
as a result of the change.

Still, Kelley said he believes the economic value of the deposits is 
“quite significant.” Deposits attached to a general reloadable card are 
longer duration and should lag markets when interest rates increase 
because they can be difficult to move. But investors could be off put 
by the concentrations and growth in brokered deposits.

“From an optics perspective, [the brokered deposits] would be less 
desirable, and maybe banks don’t want to have a huge percentage of 
brokered deposits because in the public equity markets, they would 
get a lower multiple,” he said. “People want core deposits.”

Daniel M. Burkard contributed to this article.        i


