
http://www.snl.com

http : / /w w w.snl .com
Reprinted from

One 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.

Financial

Waiting for higher rates, some banks investing 
cautiously
June 06, 2014  
By Harish Mali and Nathan Stovall

A number of banks say they have selectively put funds to work in 
their securities portfolios, avoiding the temptation to reach for yield 
as higher interest rates could lie around the corner.

Most banks, however, have 
kept their securities portfo-
lios at elevated levels as they 
have struggled to grow loans 
materially. Deposit growth 
outpaced loan growth again 
in the first quarter, increasing 
1.1% sequentially in the pe-
riod, while loans were essen-
tially flat with the prior quar-
ter. Banks were unwilling or 
unable to sit on the additional 
excess liquidity created in the 
first quarter and continued to 
invest more cash in their secu-
rities portfolios.

Banks grew their securities 
portfolios to 21.17% of their 
assets on a median basis, 
in the first quarter, up from 
21.03% in the prior quarter, 
while loans composed 62.04% 
of the institutions’ assets, 
compared to 62.56% in the 
fourth quarter of 2013.

Some bankers say they are 
investing cautiously, though, 
eyeing the prospect of higher 
interest rates. First Financial 
Holdings Inc. CFO John Pol-
lok said at a recent investor 
conference that the company 
believes it makes sense to 
keep its investment portfolio 
relatively small at less than 
11% of its assets because at 
some point interest rates will 
increase. First Financial CEO 
Robert Hill Jr. added that 
putting cash to work in the 
investment portfolio might 
help in the near term, but ul-
timately he did not think that 
was a sound strategy.

“We could go out and buy 

more bonds and help earnings in the short term, but we think that 
would hit tangible book value over the next two years. We’ve seen 
other banks do that,” added at the event.

Other banks are proceeding with similar caution. The CFOs of 
Renasant Corp. and Old National Bancorp both noted at recent in-
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Median total loans & leases/assets Median total securities/assets

Securities, loans at US banks & thrifts (%) 

As of June 2, 2014.
Based on regulatory data filed by commercial banks, savings banks and savings institutions.
Total securities include book value of all U.S. Treasury securities, U.S. government agency and corporation obligations, securities 
issued by states and political subdivisions in the U.S., MBS, other domestic and foreign debt securities and all 
equity securities.
Source: SNL Financial
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Aggregate US government securities held by US banks & thrifts rose in Q1’14

As of June 2, 2014.
Based on regulatory data filed by commercial banks, savings banks and savings institutions.
U.S. government securities is the sum of book value of all held-to-maturity and available-for-sale securities issued by the 
Treasury, government agencies and government sponsored agencies.
Total securities include book value of all U.S. Treasury securities, U.S. government agency and corporation obligations, securities 
issued by states and political subdivisions in the U.S., MBS, other domestic and foreign debt securities and all 
equity securities. 
Source: SNL Financial
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