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Financial

Banks continue to build HTM portfolios while rates 
remain low
March 24, 2015 
By Nathan Stovall and Salman Aleem Khan

Banks continued to build their held-to-maturity securities port-
folios to protect against rising interest rates, but growth slowed as 
institutions neared full compliance with regulations that influenced 
them to seek safety from swings in the market.

Those mark-to-market adjustments in AFS portfolios flow through 
accumulative other comprehensive income, or AOCI, and impact 
tangible 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 20.05% of all securities at the end of the fourth quarter 
from 19.65% in the linked quarter and 16.36% a year earlier, accord-
ing 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 (LCR) since those bonds are likely to come 
under pressure when interest rates rise. Banks with more than $250 
billion in assets began complying with the LCR on Jan. 1, 2015, and 
spent much of the first nine months of 2014 working toward compli-
ance with the provision. As those institutions built “high-quality liq-
uid assets” such as U.S. Treasurys that they are required to hold under 
the LCR, they placed many of those securities in their HTM portfolios.

SNL data show that banks reported a 78.12% sequential increase 
in the amount of U.S. Treasurys held in HTM portfolios in the fourth 
quarter, and an increase in excess of 60% in the second and third 
quarters of 2014.

Larger banks that have to comply with the LCR have led the way in 
building HTM portfolios over the last year. 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.

AFS, HTM securities at banks and thrifts
Available-for-sale securities1 Held-to-maturity securities1

Balance 
($B) Change (%)

Balance 
($B) Change (%)

Assets ($) Q4'14 QOQ YOY Q4'14 QOQ YOY
> 50B  1,812.19 1.51 3.52 449.48 4.26 38.97
10B-50B  224.52 0.26 -0.20 93.91 3.67 25.38
5B-10B  84.37 8.18 -0.01 18.58 9.57 -3.32
1B-5B  175.26 -2.53 -3.89 39.94 -3.70 11.42
<1B  256.61 -2.46 -7.38 37.71 -0.98 -3.03
Total  2,552.95 0.91 1.33 639.62 3.47 29.93
Data compiled March 13, 2015.
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

As interest rates remained low and banks faced new capital and 
liquidity standards in recent years, they 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.

AFS, HTM securities since Q1'12 Growth/decline in AF
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AFS, HTM securities at largest BHCs by assets
Available-for-sale securities1 Held-to-maturity securities1

Total assets 
($B) Balance ($B) Change (%) Balance ($B) Change (%)

Company (U.S. ticker) Q4'14 Q4'14 QOQ YOY Q4'14 QOQ YOY
JPMorgan Chase & Co. (JPM)  2,573.13 289.88 -6.04 -10.63 49.25 0.87 104.99
Bank of America Corp. (BAC)  2,106.80 283.84 5.50 16.59 59.77 -0.68 8.37
Citigroup Inc. (C)  1,842.53 299.38 0.28 3.70 23.92 -0.49 125.69
Wells Fargo & Co. (WFC)  1,687.16 250.17 3.02 0.56 55.48 36.13 349.40
Goldman Sachs Group Inc. (GS)  856.30 0.05 34.29 34.29 0.00 NA NA
Morgan Stanley (MS)  801.38 69.34 8.69 28.64 0.10 NA NA
U.S. Bancorp (USB)  402.53 55.43 5.96 35.01 44.97 1.68 15.55
PNC Financial Services Group Inc. (PNC)  345.24 43.18 1.28 -10.01 11.59 1.48 -0.84
Capital One Financial Corp. (COF)  309.08 38.86 -0.63 -6.66 22.50 1.43 17.61
HSBC North America Holdings Inc.  290.10 29.65 1.43 -46.02 13.47 11.81 887.52
TD Bank US Holding Co.  248.14 52.59 -7.65 -7.61 34.29 -1.83 -1.27
SunTrust Banks Inc. (STI)  190.45 25.48 1.79 16.43 0.00 NA NA
BB&T Corp. (BBT)  186.81 20.66 -1.76 -6.80 20.24 -2.30 11.82
Ally Financial Inc. (ALLY)  151.83 18.08 -4.54 -8.80 0.00 NA NA
Fifth Third Bancorp (FITB)  138.71 21.08 -3.28 19.36 0.19 -2.11 -10.20
Citizens Financial Group Inc. (CFG)  133.00 18.42 -0.65 15.15 5.15 -2.66 19.30
Regions Financial Corp. (RF)  119.89 21.77 0.30 3.76 2.17 -2.14 -7.58
Santander Holdings USA Inc.  118.35 15.99 5.28 34.05 0.00 NA NA
BMO Financial Corp.  115.88 12.05 -0.58 -24.49 3.21 -3.77 477.90
MUFG Americas Holdings Corp.  113.68 13.82 -2.91 -14.66 8.29 -1.97 27.38
Data compiled March 13, 2015.
Includes the top 20 bank holding companies by total assets as of Dec. 31, 2014, with a loan-to-deposit ratio of greater than 50%. 
Savings and loans holding companies that file Y-9Cs were excluded.
American Express was excluded from the list because its loan-to-deposit ratio was not meaningful.
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

Banks with more than $250 billion in assets — JPMorgan Chase & 
Co., Bank of America Corp., Citigroup Inc. Wells Fargo & Co., Goldman 
Sachs Group Inc., Morgan Stanley, U.S. Bancorp, PNC Financial Ser-
vices Group Inc., Capital One Financial Corp. and HSBC North America 
Holdings Inc. — increased their HTM portfolios in the fourth quarter 
by a median of 1.46% from the prior quarter, but grew those port-
folios by more than 60% from a year earlier, according to SNL data.

Banks with more than $50 billion in assets — which are subject 
to the LCR — have built their HTM portfolios considerably as well. 
Banks in that group increased their HTM portfolios at the end of the 
fourth quarter by 4.26% from the linked quarter and 38.97% from 
year-ago levels.

Smaller banks have relied on their HTM portfolios, as well, though 
the increases have been far less pronounced than their larger coun-
terparts and growth continued to slow in the fourth quarter. Banks 
between $1 billion and $5 billion in assets decreased their HTM 
portfolios in the fourth quarter, while other institutions between $1 
billion and $50 billion in assets continued to build their HTM portfo-
lios in the period. Overall, that group of institutions built their HTM 
portfolios in the fourth quarter by 2.29% from the linked quarter.

SNL found that banks with less than $50 billion in assets decreased 
the size of their AFS portfolios from year-ago levels. Institutions 
below the $50 billion asset threshold reported mixed growth trends 
in their AFS portfolios from the linked quarter as banks with less than 
$5 billion in assets shrunk those portfolios, while banks with assets 
between $5 billion and $50 billion reported modest linked-quarter 
growth in their AFS portfolio in the fourth quarter.

The vast majority of the banking industry’s securities still 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 disclosing the level of unrealized gains and losses in their 
AFS portfolios every quarter. When long-term rates rose in 2013, the 
level of unrealized gains in bank portfolios nearly erased.

Long-term rates actually fell in the fourth quarter and have con-
tinued to fall in 2015 despite the expectations that rates will at some 
point move higher. The yield on the five-year Treasury declined by 
25 basis points and the 10-year Treasury yield fell by 35 basis points 
in the fourth quarter.

Long-term rates have fallen further since the fourth quarter closed, 
with the yields on the five-year and 10-year each declining by more 
than 20 basis points. While long-term rates have fluctuated in 2015, 
the long end of the yield curve fell last week after the Federal Reserve 
extended many market watchers’ expectations for a rate increase 
beyond midyear. As the market’s expectations for higher rates moved 
out further on the time horizon, long-term rates fell back down to 
low levels.

“That post-FOMC trade, recall, featured a big reduction in the 
market-implied probability of a June rate hike and declines in yields 
on the long end based on expectations of a lower peak fed funds 
rate,” Janney Montgomery Scott noted in its daily fixed income com-
mentary on March.        i


