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2024 FDIC and NCUA Deposit Statistics

The annual FDIC bank branch deposit filings always
provide valuable insights as to the level of branch
activity and deposit growth across the U.S.
Released in mid-October with data as of June 30
of the respective year, the FDIC data, along with
companion institution-level data for credit unions
from the NCUA, show a stabilization in the banking
industry in terms of both deposit and branch levels.
The COVID pandemic caused an abnormal
spike in U.S. deposits in 2020 and 2021, as inflows
increased from governmental relief programs, such
as Paycheck Protection Program grants, employee
retention tax credits and stimulus payments; even
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as outflows declined as consumers reduced
traveling, dining out and retail visits.

As a result, the reporting years ending June 30,
2020 and June 30, 2021 saw growth of 13% and 9%,
respectively, in retail and small business deposits
nationwide — well above the 3% - 4% pace typical of
most pre-pandemic years. The 2022 reporting year

saw deposit growth retum to 4%, and 2023 showed a 3%
decline in total deposits, as consumers and businesses
spent down cushions acquired during the pandemic.

In the most recent year ending June 30, 2024,
deposit levels fully stabilized, with essentially no change
from the prior year. To be specific, aggregate retail and
small business deposits across all U.S. branches increased
by $46M from June 30, 2023 to the same date in 2024.
On a base of $9.5 trillion in deposits, that equated to a
gain of only 0.4%. Adding other less branch-dependent
categories such as municipal and large corporate
deposits, total U.S. deposits increased by $194M in
the past year — a gain of 1%.

Taking a longer view to smooth out some of the
year-to-year variances, U.S. retail and small business
deposits grew at a 2.6% compound annual rate over
the past four years: a pace near the norms of the past
25 years, showing the spikes and plummets somewhat
offsetting, converging on long-term historic patterns.

Even in the nation’s overall flat-growth deposit
environment, there were notable regional variances,
and some markets showed notable gains and others
notable declines. Among the 50 largest deposit markets
nationwide (at the metropolitan-statistical-area level),
both Salt Lake City and Grand Rapids showed 5%
deposit growth (retail and small business) over the
past year, while Raleigh, Indianapolis, Columbus (OH)
and Buffalo posted deposit gains of 3% - 5%. With the
exception of Buffalo, each of those represent strong
markets in terms of household growth, especially in
the context of their statewide environments overall.

In the opposite direction, the four large metros
with the greatest deposit declines were all in Califomia.
Total deposits declined by 5% in the San Francisco
MSA from June 30, 2023 to the same point in 2024,
while San Diego, Los Angeles and San Jose experienced
declines in the 2% - 3% range. Also on the West coast,
Seattle joined the aforementioned California markets with
a 2% decline in market deposits. (continued on page 2)
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Even with flat deposits in the most recent year and
a decline in deposits in the year prior, total U.S. deposits
still remain above what a trendline extrapolated from
pre-pandemic years would indicate. From 2009 to 2019,
total U.S. deposits grew with metronomic steadiness
in a linear pattern with a constant and shallow slope;
i.e., no periods of exponential growth or decay
where a line showing a time series of total
deposits would suddenly transform into a
curve. But then the pandemic intervened,
and deposits spiked well above the trendline.
It we extrapolate the trend line from immediately
before the pandemic to the current date (i.e.,
if deposit growth had continued along that same
metronomic pattern of 2009 - 2019 through to
the present), then today the U.S. banking system
would hold $15.9 trillion in total deposits.
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But in actuality, the banking system today holds
4 $17.7 trillion in total deposits (as of November 20,
per the Federal Reserve Board, which tallies and reports
total deposits in the U.S. banking system on a weekly
v basis). Thus, aggregate U.S. deposit levels remain 11%
b h greater than where they “should be” had COVID not
ancogr ap Y intervened and the pattern of 2009 to 2019 deposit
EEEN growth continued unaffected through to the present day.

The gap between actual deposits and trended
deposits in a non-pandemic environment reached as high
as 26% from November 2021 through May 2022. In other
words, actual deposits in those months were 26% greater
than what historic trends would have predicted had COVID
not intervened. And the gap has steadily eroded since then,
as actual deposit growth slowed and the passage of time
moved the trendline inexorably upward.

Still, it may take another two years of modest
deposit growth for the two lines —actual and historic-
trend deposits — to reconverge. This carries daunting
implications for bankers seeking to raise deposits for
their institution in an environment where the total pool
of available deposits may be expanding quite slowly.
Further, with recent interest-rate declines constraining
the rates bankers can charge for loans, it will be difficult
to use pricing as a means of augmenting deposit
growth without compromising net interest margin.

Beyond the deposit-growth statistics, the other key
findings from the FDIC report relate to branching activity. In
that context, the topline statistic shows continued contraction
in branches, with aggregate branch counts declining by
about 1,000 units over the last FDIC reporting year.

However, that represented the smallest decline
since 2012, in the period of initial consolidation following
the financial crisis and its associated recession. In the
pandemic-impacted years of 2021 and 2022, the industry
shed a net 3,100 and 2,800 branches, respectively. The
actual number of branch closures in those years was even
greater: 4,200 in 2021 and 3,600 in 2022. But 2,100 new
branch openings in those two years combined offset some
of the closures, to yield the aforementioned net reductions.

In 2023, 2,500 branches closed and 1,000 branches
opened, yielding a net decline of 1,500 branches. And
then 2024 saw approximately 2,200 closures but more than
1,100 opens, for a net decline of nearly 1,100 branches. In
sum, the industry is still showing a net decline in branch
inventory, but the pace of decline has slowed in each of
the past three years, as bankers exhaust the list of low-risk
closures (with the low risk being either due to overlap with
another branch of the institution, perhaps in the wake of a
merger, or to low deposit levels at the consolidated branch).

Even with net declines, banks and credit unions have
combined to add at least 1,000 branches in each of the past
four years. In other words, there were 1,000 occasions
where a bank board, CEO or other executive endorsed a
substantial capital investment — the median cost of a new
freestanding branch in the U.S. is $2.5M and a storefront

(continued on page 3)



branch is $800,000 — with the belief that branch
presence could drive sufficient balance and
market share gains to justify that investment.
Combined with the slowing pace of closures, the
industry may be reaching an equilibrium branch
level for the current banking environment.

As with the deposit growth statistics,
there is geographic variance in the branch-
count statistic. Even with an overall decline of
1,500 branches nationwide, 10 states remained
neutral or eked out small gains in branch counts:
Alaska, Arkansas, Delaware, Nebraska,

New Mexico, North Dakota, Rhode Island,

Tennessee, Utah and Wyoming. The largest
declines in branch counts in absolute terms
occurred in California (161 branches) and
New York (-89), with Pennsylvania, New Jersey,
Michigan, lllinois and Maryland all showing net
declines of 45 to b5 branches over the past year.

In percentage terms, Washington DC (-4%)
showed the greatest decline in branch counts in
the 2024 reporting year, followed by Maryland
and Connecticut (both -3%) and then California,
Idaho and New Jersey all at -2%.

At the MSA level, nine markets posted net
gains of at least five branches: Jacksonville,

How to Evaluate Branch Relocations

There are several reasons why banks and
credit unions may choose to relocate branches,
including to gain a more advantageous position
ina market in terms of visibility and access, or
because of the expiration of a lease. However,
many cases Where an institution’s franchise
could benefit from relocation involve reducing
the costs and operational challenges of
operating an oversized branch, designed for
a prior, higher-transaction era of banking.

The previous article discussed how
banks continue to reduce the scope of their
branch netwaorks; and the reality is, many
institutions could still likely gain efficiencies
by trimming their networks by 5% or so, paring
the most ill-located and unprofitable outlets.
However, the most vexing challenge to branch
networks may lie more in a surplus of square
footage than in a surplus of branches.

Most branches operating today were
constructed one or more generations ago,
at a time when branches required broad lobby
space for customer queueing for transactions.
In many cases, those 5,000 square foot
branches were wholly appropriate for the
traffic the branch faced in 1980, 1990, or
even 2000. So it's not as if bankers made bad
design decisions years ago; but rather, the
ways customers interact with their financial
institutions have changed, leaving those
facilities now with excess capacity.

Excess space in branches can bring
myriad challenges beyond the financial burden
of maintaining a larger space than needed.
Large branches may require greater staff than
their activity levels would otherwise warrant,
to avoid giving a moribund appearance to

The relevant challenge
in a relocation driven by
location-improvement
versus downsizing IS
whether the new st is so
superior that it will allow
the branch to capture a
greater share of its market

customers, and to maintain visual control
over the entire venue for security purposes.

Yet whether undertaken to improve
staffing costs and operational efficiency or
to avail the branch of a more visible, accessible,
and otherwise more advantageous location, a
branch relocation will almost certainly involve

Findings from the 2024 FDIC and NCUA Deposit Statistics (continued from page 2) z

Nashville, Providence, Charleston (SC),
Fayetteville (AR), Boulder, Memphis, Sarasota and
Omaha. Meanwhile the larger, long-established
markets of New York, Washington, Los Angeles,
San Francisco and Chicago experienced the
greatest unit declines. Those large unit declines
do not necessarily reflect difficulties specific to
those markets, but rather that the absolute
branch counts in top-10 metros are so sizable.

Bancography's annual Outlook will explore
these deposit and branching trends at the national
and market level in greater detail (slated for
release in February 2025). m == m

net capital costs (save for the rare situation
where the bank could sell its current facility
for more than the cost of the new facility).
Relocation may also increase noninterest
expenses, if incremental depreciation and

rent (if leased) costs from the new construction
are greater than the staff and utility cost
reductions at the new location.

The financial modeling to assess the
impact of relocation differs from the traditional
new-branch pro forma. For new branches,
we can measure the demand in the market
and forecast an attainable share, translate
those balances to revenue and compare
to the anticipated cost structure.

But in a relocation — presuming the
branch remains in the same general area or
submarket — to retain its current clients, the
branch does not gain access to any incremental
demand. The surrounding market is the same,
holding the same number of households and
businesses with the same income and revenue
profiles as before the relocation. Moving from
the 5,000-square-foot facility in front of the
Safeway gracery store to the 1,800-square-foot
facility next to the Kroger one-quarter mile
way doesn't change the demand of the
overall drawing area.

Thus, in contrast to entering a new market,
relocation does not avail the institution of any
additional demand. Rather, any incremental

(continued on page 4)
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costs must be offset by capturing a greater share
of the same demand the branch already faced at
its prior location. Accordingly, bankers should
address relocations in the context of the
following three questions:

«  Will the relocation increase
net operating expenses?

If expenses will increase, what level
of balance growth will be required to
offset the incremental expenses of
the relocation?

And given the market demand, is it
plausible to anticipate that level of
balance growth?
To address these questions, the first step is
to build a side-by-side comparison of noninterest
expense annual run rates. |f moving out of an
owned facility and into a leased facility, occupancy
costs will increase; and the new facility will require
construction and equipment that will add incremental
depreciation expense. In the opposite direction,
moving from a leased facility could lead to reduced
rent expense, and moving to a smaller facility could
lower utility, maintenance and staff expenses.
In compiling noninterest expenses for the
new facility, remember to include a budget
for promation of the new office. Even
though from an accounting standpoint
those expenses will all be charged
at the point incurred, it is also
justifiable to allocate those over five years
for his planning exercise. Similarly, any write-
down loss on the disposition of the current facility
— and that amount can be substantial, often large
enough to forestall the entire transaction — reflects an
immediate charge against current-period eamnings from
an accounting standpoint. But that can be amortized
over five years for the financial analysis, to align with
the typical planning horizon for branch capital projects.
Once the current and proposed annual
NIE run rates are clear, proceed to each of the
above-noted questions. If you can answer “no”
to the first question, that relocation will not increase
net operating expenses, then you may proceed.
The project is immediately accretive (or at least
nondilutive). This is often the cast in relocations
driven by a goal of downsizing the branch’s footprint.

But if NIE will increase, for example, in a
relocation seeking to bring the branch to a more
advantageous site, then you will need to look
deeper into the financial implications. First, multiply
the NIE increase by some factor that reflects your
bank's target rate of return for capital projects, say
15% (so multiply by 1.15). Why this step? If NIE
is going to increase, you're essentially asking the
board of directors to give you those funds, above
and beyond current NIE levels. If you can promise
the board only $100m in revenue for $100m in
expense investment, why would they take that
deal? That s a lot of effort for no gain. So if we're
asking the board for $100m in NIE support, we need
to return $115m (using a 15% target return rate).

Now, divide that scaled-up figure by your
institution’s net interest margin, and for more
precision add a factor for noninterest revenue,
too. This yields the required balance gain to offset
the increase in NIE and provide the board its
target return on the investment in those expenses.
Continuing the preceding example, for a bank with
a 400 bp NIM, it would take $2.9M in additional
balances to generate $115m in annual revenue;
which would give the board a 15% return on its
$100m annual investment ($2.9M x 0.04 = $115m).

Finally, assess the feasibility of capturing that
required balance offset. Relocation within the
same submarket does not change the submarket's
size and does not avail the branch of any greater
potential from its primary trade area. Thus, the
relevant challenge in a relocation driven by
location-improvement versus downsizing potential
is whether the new site is so superior that it
will allow the branch to capture a greater share
of its market than at the prior location;
specifically, an amount exceeding the target
balance offset (in the case of the example
above, $2.9M).

Factors that could justify such a view include
a stronger retail anchor nearby, superior visibility,
access and circulation, or greater drive-by and
walk-by traffic to build awareness; and these
are qualitative considerations. Still, the deposit
offset calculation described herein gives a
quantitative benchmark against which
to frame those considerations. = = = m



The Brand Truth
White Paper
Now Available

Bancography's white paper The Brand Truth
provides methods, best practices and case
study examples to help financial institutions
evaluate and strengthen their brands.
Author Kimberly Clay, Bancography's
Founding Principal, Director of Marketing
Research, has three decades of experience
in primary marketing research for the
banking industry.

“An institution’s brand is one of its
most valuable intangible assets,” Clay says.
“Since its inception, the bank or credit union
has invested tireless energy to shape its
brand, including the creation of strategic
goals and initiatives in support of the brand.
Unfortunately, a misstep or hearsay can easily
tamish the brand beyond recognition. Too
often institutions are misguided by what they
perceive the brand to be, which may or may
not align with the actual true brand.”

Evaluating the financial institution’s
position is essential for building growth
strategies before implementing advertising
or expanding the distribution network.
Measuring customer feedback is vital in
maintaining a level of service quality that
will fuel cross-sell, and loyalty. These
efforts are perpetual, rather than episodic.
The white paper includes real-life case
studies demonstrating how banks and
credit unions leveraged this process to
strengthen their brand.

To download The Brand Truth, visit
https://bancography.com/the-brand-truth.

Prospect The Brand Customer
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Announcing the Newest Release
of Bancography Plan

We recently updated Bancography Plan with full 2024 branch and deposit statistics,
2024 demographics and several new features.

 The closure analysis function forecasts the potential impact in terms of account
and balance runoff — of possible branch closures. The analysis forecasts the
likelihood of retaining versus losing accounts as a function of each account's
distance to the institution’s nearest surviving branch, and of the population density
in that branch’s trade area. After the institution uploads an account file for the
potentially impacted branch, Bancagraphy Plan will generate the following
reports to assist in evaluating the impact of branch closure:

> Distance to closing branch shows the number of accounts and total deposits
within each mile band of the branch under consideration for closure

> Distance to closest surviving branch shows mileage bands for how far each
account would be from the institution’s closest remaining branch

> (losest surviving branch shows the top branches likely to receive the
customers from the closed branch

> forecasted runoff uses the distance-density function described above to
calculate runoff likelihood for each account, and then aggregates those totals
to yield estimates in accounts and dollars for total runoff

«  When examining potential new branch sites, a financial institution may adjust the
consumer segments that drive the financial projections. By weighting the
following segments — Entry, Mass, Seniors, Affluent and Upper Affluent —
an institution can build financial statements that better reflect its target markets.
For example, if an institution does not offer in-house wealth management
services, it could set the attainable target of the upper-affluent segment
to 50% of base level for other segments.

 Asa potential source of data to support marketing and sales efforts for business
banking, Bancography Plan now allows easy access to business lists for any trade
area. Data Axle, a leading supplier of business lists and data, will provide selection
parameters (such as firms within a specific industry or sales tier) and pricing.

Visit https://bancography.com/branch-planning/ bancography-plan/ to learn more
about Bancagraphy Plan, request sample reports and schedule a live demonstration.
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