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Financial

Deposit costs remain low for US banks — for now
May 27, 2015 
By Kevin Dobbs and Zuhaib Gull

U.S. banks’ and thrifts’ deposit costs were exceptionally low in the 
first quarter of 2015, a reflection of the prolonged low-interest rate 
environment.

The cost of savings accounts — and deposits in general — re-
mained near historic lows during the first three months of the year, 
an SNL analysis found, essentially mirroring the quarterly findings 
going back to the immediate aftermath of the 2008 financial crisis.

The cost of savings accounts, including money market demand ac-
counts, hovered near zero in the first quarter, as they did throughout 
the previous year, SNL data shows.

Federal Reserve policymakers moved swiftly amid the fallout from 
the crisis to push down rates, and they have kept downward pressure 
in place ever since, allowing many banks to amass deposits without 
having to pay customers anything close to a premium.

The question that now looms large is, when will the Federal Open 
Market Committee, the monetary policy board at the U.S. central 
bank, begin to ease up and allow short-term interest rates to climb?

The minutes from the FOMC’s April meeting, its most recent, indi-
cate that a majority of policymakers are eyeing a potential rate hike 
this year but probably not in June, when the committee next meets.

Though possible, the Fed said in the minutes, a June move was not 
probable because recent economic data likely would not “provide 

sufficient confirmation that the conditions for raising the target 
range for the federal funds rate had been satisfied.”

While jobs data has been mostly favorable this year — total non-
farm payroll employment increased by 223,000 jobs in April, the U.S. 
Labor Department reported recently — FOMC members continue to 
worry about lackluster inflation data. Inflation continues to fall short 
of the Fed’s 2% target.

All of that noted, banker Chris Nichols told SNL that he thinks the 
economy is gathering momentum and is likely to produce solid over-
all growth during the summer months, providing FOMC members 
the ammunition they need to begin gradually raising rates following 
their September meeting.

“Some of the data has been more benign than I think actual 
overall economic performance,” said Nichols, chief strategy officer 
at CenterState Bank of Florida NA, a unit of Davenport, Fla.-based 
CenterState Banks Inc.

He also said many of his bank’s commercial clients seem to be 
anticipating a Fed rate hike, as they are increasingly looking to lock 
in fixed-rate loans. That’s helping the bank produce loan growth this 
year. “And it’s another indication that people are expecting higher 
rates,” he said.

Others are not so sure. Jack Ablin, chief investment officer at BMO 
Private Bank, pointed out that, while the typical American has saved 
substantially on lower gasoline prices, that development has yet to 
translate into greater retail spending.

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

Q1'05 Q1'06 Q1'07 Q1'08 Q1'09 Q1'10 Q1'11 Q1'12 Q1'13 Q1'14 Q1'15

(%)
Cost of int. bearing transaction accounts* Cost of savings accounts (including MMDAs)^
Cost of >$100K time deposits Cost of <$100K time deposits

Cost of deposits at banks and thrifts

Data compiled May 22, 2015.
Includes commercial and savings banks. Savings institutions excluded in periods prior to 2012 due to lack of disclosure.
Excludes foreign deposits.
Data is based on regulatory financials.
* Interest-bearing transaction accounts include negotiable order of withdrawal accounts and demand deposit accounts.
^ Savings accounts include money market deposit accounts.
Source: SNL Financial
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Citing AAA Travel estimates, Ablin said in an email that American 
drivers saved as much as $75 billion at the pump in 2014 alone, yet 
those savings were not put back into retail sales during the first 
quarter of 2015, as many had anticipated would happen. Sales at U.S. 
retailers dipped 0.2% in the first quarter, Ablin noted, citing federal 
data. The U.S. Commerce Department said April retail sales were flat.

“The pickup in jobs combined with a broad-based decline in 
energy prices should have painted a pleasant backdrop for retail-
ers,” Ablin said. “American consumers need a catalyst for an attitude 
adjustment, and we don’t see any trigger for that on the horizon.”

Nevertheless, Ablin has joined others in saying that while the tim-
ing is difficult to predict, a rate hike at some point in coming quar-
ters is almost inevitable, as the economic recovery in the U.S., while 
choppy, continues. If not in September, most observers say, the Fed 
will likely move by early 2016 at the latest.

That, Nichols of CenterState said, means banks must be bracing 
now for at least a gradual shift in their deposit mixes.

With rates ultra-low for several years, many depositors have kept 
their money in flexible money market demand accounts. MMDAs ac-
counted for 46.2% of U.S. deposits in the first quarter, up from 39.1% 
in the first quarter of 2007, prior to the financial crisis, according to 
the SNL analysis.

Nichols — and most bankers who have spoken to SNL in recent 
months, for that matter — anticipates that when rates do rise, de-
positors will look to shift more of their money into less flexible but 
higher-paying accounts.

With competition for loans fierce, deposits will become increas-
ingly valuable to fund lending, analysts say. As such, it will be inter-
esting to see which banks can adjust the most seamlessly to higher 
deposit costs, maintaining ample funding and strong positioning 

Banking industry deposit mix shift from Q1’07 to Q1’15

Q1’07 Q1’15

Data compiled May 22, 2015.
Includes commercial and savings banks. Savings institutions are excluded from Q1’07 data due to lack of disclosure.
* Represents the composition of total deposit balances held on negotiable order of withdrawal accounts and other transaction accounts.
^ Represents the composition of total deposit balances held on money market deposit accounts.
Excludes foreign deposits.
Data is based on regulatory financials.
Source: SNL Financial
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to vie for prized credits, as analyst Brad Milsaps of Sandler O’Neill & 
Partners recently put it to SNL.

“Competition just continues to be intense,” he said. “So, everybody 

is watching very closely to see what happens with rates and they are 
trying to be sure they are ready to make adjustments.”

Deposit mix change at largest banks
Q1'15 total 

domestic 
deposits 

($B)

Q1’07-Q1’15 deposit concentration change1 (pps)

Company (top-level ticker) Demand 
NOW & other 
transaction2 MMDAs3

Other 
savings 

Time 
deposits 

<$100K

Time 
deposits 

>$100K
Bank of America NA (BAC) 1,170.90 3.62 0.84 3.31 15.01 -12.18 -10.60
JPMorgan Chase Bank NA (JPM) 1,115.49 9.42 -0.22 8.42 0.62 -4.93 -13.31
Wells Fargo Bank NA (WFC) 1,093.97 2.92 -1.16 -2.76 8.36 -3.41 -3.95
Citibank NA (C) 454.78 10.55 2.06 1.82 -1.65 -6.16 -6.63
U.S. Bank NA (USB) 268.86 -3.77 -0.47 11.09 8.89 -9.20 -6.54
PNC Bank NA (PNC) 234.87 3.46 -1.12 11.56 3.17 -10.50 -6.57
Capital One NA (COF) 196.92 -1.84 -2.43 -1.48 35.89 -15.64 -14.50
TD Bank NA (TD) 194.32 -1.46 -0.83 22.34 4.13 -15.53 -8.66
SunTrust Bank (STI) 146.33 -1.77 0.55 33.57 0.00 -9.45 -22.90
Branch Banking and Trust Co. (BBT) 139.27 7.38 -1.05 21.02 2.30 -16.15 -13.50
HSBC Bank USA NA (HSBA) 118.05 22.62 -0.44 -9.61 -3.01 -1.72 -7.84
Morgan Stanley Bank NA (MS) 110.00 6.65 -1.15 22.04 0.00 -27.54 0.00
Fifth Third Bank (FITB) 105.70 8.26 0.65 17.17 -8.08 -9.87 -8.13
Regions Bank (RF) 99.00 0.72 4.75 22.08 -1.58 -14.09 -11.88
MUFG Union Bank NA (8306) 84.82 7.80 -1.66 6.85 1.76 -0.47 -14.27
BMO Harris Bank NA (BMO) 75.68 8.73 0.48 22.04 -7.65 -4.73 -18.87
Manufacturers and Traders Trust Co. (MTB) 74.69 5.03 0.06 22.78 0.15 -20.64 -7.37
KeyBank NA (KEY) 73.47 -4.24 0.30 28.56 0.37 -16.35 -8.64
Citizens Bank NA (CFG) 72.19 6.96 1.65 5.56 19.18 -16.98 -16.37
Compass Bank (BBVA) 62.83 4.60 0.29 6.18 -0.04 -6.86 -4.17
Top 20 median 4.82 -0.08 11.33 0.50 -10.19 -8.65
Data compiled May 22, 2015.
Analysis includes the top 20 commercial and savings banks by total domestic deposits, with a loan-to-deposit ratio of greater than 40% and a credit card 
loan-to-total loan ratio of less than 50%, as of March 31, 2015.
Goldman Sachs Bank USA met the criteria to be included in this chart but was excluded due to unavailable deposits-related data for the first quarter of 
2007. USAA Federal Savings Bank was also excluded because it operated under a thrift regulatory charter prior to 2012. 
1 Data reflects the percentage-point change in concentration for a given deposit type since March 31, 2007.
2 Represents the composition of total deposit balances held on negotiable order of withdrawal accounts and other transaction accounts.
3 Represents the composition of total deposit balances held on money market deposit accounts.
Excludes foreign deposits.
Top-level ticker is based on the home country of the highest traded entity within the corporate structure.
Source: SNL Financial


