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Bankshares Inc., for instance, said at a recent investor conference 
that when rates move, muni bonds do not react as quickly.

However, the banking industry has not shied away from its tra-
ditional, bread-and-butter investments. Banks modestly increased 
their exposure to government securities — securities issued by the 
Treasury, government agencies and government-sponsored agen-
cies — to 22.40% of their investment portfolios, on a median basis, 
at the end of the first quarter, up from 22.33% in the prior quarter 
and 21.18% a year earlier, according to SNL data. Banks have sub-
stantially reduced the composition of government securities in their 
portfolios from the levels witnessed during 2009 and 2010, but the 
industry has steadily increased its exposure in each of the last three 
quarters.

Banks have done just the opposite with the size of RMBS bal-
ances over the last year, but nearly held those levels steady in the 
first quarter. RMBS could experience more significant price move-
ments in a rising rate environment due to negative convexity from 
extension risk, or the risk that investors will hold below-market rate 
securities for longer periods of time since prepayment speeds will 
slow when rates rise. The industry nearly maintained its exposure to 
RMBS in the first quarter, reporting RMBS balances of $1.524 trillion, 
or 49.88% of securities, compared to $1.512 trillion, or 50.35%, at 
the end of the fourth quarter, and $1.560 trillion, or 52.00%, a year 
earlier, according to SNL data. i

AFS securities portfolio at top 20 bank holding companies
Top-tier companies with deposits to assets of more than 25% at March 31
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JPMorgan Chase & Co. (JPM) 2,476.99 303.07 328.94 -7.86 12.06 11.94 12
Bank of America Corp. (BAC) 2,152.53 252.41 238.25 5.94 11.93 12.44 -51
Citigroup Inc. (C) 1,894.74 290.94 286.51 1.54 14.59 13.68 91
Wells Fargo & Co. (WFC) 1,546.71 253.37 252.68 0.27 12.63 12.33 30
U.S. Bancorp (USB) 371.29 44.76 40.94 9.35 11.43 11.21 22
Bank of New York Mellon Corp. (BK) 368.24 80.22 79.31 1.14 17.02 16.18 84
PNC Financial Services Group Inc. (PNC) 323.59 47.48 48.61 -2.31 12.55 12.35 20
HSBC North America Holdings Inc. 308.85 53.59 54.91 -2.40 17.19 16.99 20
Capital One Financial Corp. (COF) 290.89 40.72 41.80 -2.58 13.36 12.61 75
State Street Corp. (STT) 256.67 99.43 99.39 0.04 18.29 17.34 95
TD Bank US Holding Co. 237.49 54.39 56.17 -3.18 8.49 7.51 98
BB&T Corp. (BBT) 184.65 20.50 22.10 -7.27 12.11 11.78 33
SunTrust Banks Inc. (STI) 179.55 22.59 21.80 3.61 10.88 10.81 7
American Express Co. (AXP) 151.50 5.10 5.51 -7.53 13.58 12.49 109
Ally Financial Inc. (ALLY) 148.45 18.28 19.48 -6.17 12.12 11.79 33
Charles Schwab Corp. (SCHW) 144.07 49.65 47.97 3.52 NA NA NA
Fifth Third Bancorp (FITB) 129.65 20.15 17.85 12.92 10.45 10.36 9
United Services Automobile Association 127.32 0.13 0.21 -39.37 NA NA NA
Citizens Financial Group Inc. 127.30 18.40 15.98 15.13 13.41 13.49 -8
Regions Financial Corp. (RF) 118.14 21.11 20.95 0.77 11.83 11.68 15
Data based on bank holding company Y-9C filings as of June 2, 2014.
Financial data is for the quarter ended March 31, 2014, unless otherwise noted.
* The sum of the fair value of available-for-sale securities including: U.S. Treasury securities, U.S. government agency and 
corporation obligations, securities issued by states and political subdivisions in the U.S., and U.S. and foreign debt and equity 
securities.
NA = not available
Source: SNL Financial


