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Non-Maturing Deposits
(A Follow-Up)

Interest Bearing Checking Savings Accounts Money Market Accounts
Max Avg Min Max Avg Min Max Avg Min

Current Rates Current Rates Current Rates
New Rate Cycle Nov-15 0.52 0.19 0.04 0.65 0.24 0.05 0.80 0.31 0.09
Current Rates Mar-17 0.49 0.20 0.05 0.40 0.24 0.05 0.67 0.34 0.09
Net Change (0.03) 0.01 0.01 (0.25) 0.00 0.00 (0.13) 0.03 0.00

Extreme Client Changes Extreme Client Changes Extreme Client Changes
Basis Point Change 0.19 (0.05) 0.25 (0.26) 0.24 (0.22)

As a follow-up to our Executive Advisory on Non-Maturing Deposits from a couple of weeks ago, I would like to make the following additional
observations and reminders. Over the past few years, our Clients have been bombarded by Regulatory concerns related to a potentially explosive
increase in Deposit Rates in general and Non-Maturing Rates specifically when the Fed exited its Zero Interest Rate Policy (ZIRP).

The level of Regulatory Concern and Scrutiny over Interest Rate Risk, in general, and Non-Maturing Deposit Rates, in particular, has been reminiscent
of what we experienced leading up to Y2K. The results have also been quite similar. Whereas, the concern has been genuine, it has not been well
founded, based upon the available data, as we have discussed ad nausium .

Both the history for the prior 25 years and current Rate Tracking align almost perfectly, with virtually no appreciable Rate Change over the past 16 -
17 months, as the Fed Funds Rate has been increased by a full 75 basis points. The tables above illustrate this point quite vividly, for the average, and 
even the minimum, rate changes for our Client Base. It should also be no surprise, given what we have discussed, that the maximum rates have also 
fallen, and, of course, we also have the dynamics of one Client making a substantial increase and one making a substantial reduction, earlier in the 
process (as discussed in our previous Executive Advisory).

What may be true, or even surprising, is how the dynamics of our Client Base tends to compare with measured national averages. On the following 
pages we have shown the trends reflected by FRED, the Federal Reserve Economic Database.
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Interest Bearing Checking

As illustrated below, the FRED indicates the National Rate on Non-Jumbo (less than $100,000): Interest Bearing Checking (IBC). Notice that the
source of the data is the FDIC. Also notice that the average IBC Rate has fallen from 14 bp's in May of 2009 to just 4 bp's in Mid-2013 and has
remained essentially unchanged from that point to the present. 

Current Client Average: 
0.20 
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Savings

Also, as illustrated below, the FRED indicates the National Rate on Non-Jumbo (less than $100,000): Savings Accounts (Savings). Also notice that
the average Savings Rate has fallen from 22 bp's in May of 2009 to just 6 bp's in Early-2013 and has remained essentially unchanged from that point to
the present. 

Current Client Average: 
0.24 
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Money Market Accounts

Once again, as illustrated below, the FRED indicates the National Rate on Non-Jumbo (less than $100,000): Money Market Accounts (MMA). Also
notice that the average Money Market Rate has fallen from 48 bp's in May of 2009 to just 8 bp's in Early-2014 and has remained essentially unchanged
(with only one blip) from that point to the present. 

Current Client Average: 
0.34 



Implications and Opportunities

The implications of this data are very clear. National Rates for Non-Maturing Deposits are substantially lower than what we are seeing in local 
markets for banks within our Client Base. Recognizing this, virtually all of our Clients have maintained a substantial amount of pricing discipline as 
the Fed has tightened Monetary Policy during the past 16 months.

Given the current "pricing cushion" between current local market rates and national rates on various Non-Maturing Deposit Accounts, we would 
expect our Client Base to maintain the same kind of discipline that it is currently maintaining. We will continue to give periodic updates, due to the 
high level of importance of making informed and cost-effective decisions in this area.

Without a doubt, most of our Clients are in a Market Area in which at least one or more banks insist upon blindly raising rates as the Fed moves, or in 
an effort to maintain a positon with the highest rates in the market. It has been my experience that you can have absolutely no positive impact upon 
this process due to your own actions. These banks will be driven by forces that are uninformed at best, to completely irrational at worst. Your 
own profitability depends upon your decisions and not those of these supposed "market leaders." Rather, they are the ones with the highest cost-of-
funds, whatever that means for their performance.

The opportunity rests in being able to restore relationships within your own Balance Sheet that are reflective of sound management decisions and not 
reactions to the hysteria that accompanied the Financial Crisis in 2008. Keep one thing very focused in your mind, banks were able to adjust to this 
crisis back in 2008 by lowering their Funding Costs substantially. That will almost certainly not be available in the next down-turn in Rates. Only the 
Fed, which does not have a bottom line, can rationalize raising rates so that they will have room to lower them.
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