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Financial

LCR shaking up bank deposits
September 18, 2015 
By Nathan Stovall and Tahir Ali

The liquidity coverage ratio is already changing the deposit mar-
ket.

Banks’ efforts to comply with the regulatory provision have 
changed the composition of their investment portfolios, increas-
ing the concentration of lower-yielding securities on their balance 
sheets. However, the liquidity coverage ratio has also significantly 
increased the value of retail deposits for the nation’s largest banks 
that are subject to the rule.

The liquidity coverage ratio, or LCR, requires covered institutions 
to hold “high-quality liquid-assets” greater than, or equal to, their 
projected cash outflows minus their inflows during a 30-calendar-
day stressed scenario.

The LCR applies to banks with more than $250 billion in assets or 
those with at least $10 billion in foreign banking assets and subsid-
iaries of those large banks with at least $10 billion in assets. Those 
institutions began complying with the LCR at the beginning of this 
year and have to reach full compliance by Jan. 1, 2017.

Banks with assets between $50 billion and $250 billion are subject 
to a less-stringent LCR and will not have to begin complying with the 
rule until Jan. 1, 2016, though most institutions falling in that asset 
group have already taken steps to meet the requirement.

At banks with more than $250 billion in assets, FDIC insured depos-
its are assigned a 3% outflow rate under the LCR, while noninsured 
deposits, including corporate deposits, receive outflow rates of 10% 
to 40%. Those two categories of deposits will receive outflow rates 
of 2.1% and of 7% to 28%, respectively, at banks subject to the less 
stringent LCR.
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Liquidity metrics at US holding companies with assets >$250B 

Liquidity metrics at US holding companies with assets $50B-$250B

Data compiled Sept. 11, 2015.
Analysis is based on holding companies that reported greater than $50 billion in assets in their June 30, 2015, FR Y-9C filings.
Liquid assets represent the sum of cash and balances due, total securities, Fed funds and repos and trading account assets, less pledged securities, pledged loans and securities 
held in trading accounts. This does not reflect the definition of liquidity stated by regulators in the joint liquidity coverage ratio proposal published Oct. 24, 2013.
Source: SNL Financial


