National Pricing Indicators Market Rates Insight

tors

National Pricing Indicators
For the week ending 8/28/09

Highlights
Increasing amounts of loan-loss
provisions continue to suppress
the average-deposit APY (page 2).
Slight decrease in the national-
average APY for CD & MM (-0.01)
Relatively low volume of repricing.
Slightly over half (58%) of deposit
products were repriced this week.
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National Pricing Indicators

Summary of Findings for this week

National APY

e Slight decrease in the national-average APY for
CDs and MM -0.01

e Highest increase, CD 30 months Reg. +0.02

e Highest decrease, CD 9 months Spl. -0.12

e Aggregated change in average APY since the be-
ginning of the year -82 bps (-34%)

e  Highest spread between average Regular and
Special in 6-month CD 1.09

e Lowest spread between average Regular and Spe-
cial in CD 48 months 0.50

Repricing Volume
o Relatively low volume. Slightly over half (58%) of
the products were repriced during the week.
e Highest repricing volume product - CD Special 3
months (170%).
e Lowest repricing volume product - CD 48

months Special (0%).

About The National Pricing Indicators

The National Pricing Indicators (NPI) is a
weekly analysis of the national changes in the two
main deposit products - CDs and MM.

The purpose of this analysis is to provide
Pricing Executives with an indication of the state of
deposit products on the national scope, and beyond
specific pricing regions.

NPI contains four useful indexes - Weekly
APY index, Premium APY index, Repricing Index, and
historical APY . Each of these indexes is designed to
provide Pricing Executives with a different prospective
on pricing practices and trends.

NPI measures selected term and no term
deposit products in its indexes. These deposit pre-
dicts are all at the $10K tier level:

CD - Regular, and Special, 3, 6, 9, 12, 24, 30, 36, 48
and 60 months. MM - Regular and Special

NPI can be customized to specific regions

upon request.

Market Rates Insight

Pricing Advisory for this week

Loan-loss provisions continue to suppress
the national average APY for deposits. In the last six
quarters (Q1 2008 through Q2 2009), the amount set
aside for loan losses has gradually increased and totals
$354 billion (Figure 1).

At the same time, the national average APY
for CDs and MM continues to drop. In the last six
quarters (Q1 2008 - Q2 2009), the average APY lost
132 bps, or 43% of its return value (Figure 2).

Clearly, the burden of bad loans is forcing
banks to reduce interest-rate expense in order to

manage their profit margins and reduce exposure.

Figure |
Increase in loan-loss provisions in 2008 & 2009 YTD
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National average APY drop in 2008 & 2009 YTD
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National APY Index

The APY index features national averages for In addition, it provides the average change
the highest APY, lowest APY and average APY for from the previous week across all selected deposit
regular (Reg) and special (Spl.) selected CD and MM. predicts. Raw data is also provided.

e Highest increase, CD 30 months +0.02
e Highest decrease, CD 6 months -0.03

e Average increase/decrease, 0.00

Highest increase, CD 36 months +0.01
Highest decrease, CD 9 months -0.12

e  Average increase/decrease, -0.03

Figure | Figure 2
Average APY across all products Average APY across all products
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Figure | Figure 2
APY spectrum and variance APY spectrum and variance
Product Min. Max. Avg. Last Change Product Min. Max. Avg. Last Change
APY APY APY Wk. APY APY APY Wk.
MM Reg. 0.01 2.00 0.46 0.46 0.00 MM Spl. 0.80 1.16 0.97 0.99 -0.02
CD Reg. 3 Mo. 0.01 171 0.45 0.46 -0.01 CD Spl. 3 Mo. 0.75 2.50 1.07 1.07 0.00
CD Reg. 6 Mo. 0.10 2.00 0.71 0.74 -0.03 CD Spl. 6 Mo. 1.50 2.01 1.80 1.90 -0.09
CD Reg. 9 Mo. 0.15 2.10 0.74 0575 -0.02 CD Spl. 9 Mo. 0.75 1.88 1.28 1.40 -0.12
CD Reg. 12 Mo. 0.25 2.22 1.02 1.04 -0.01 CD Spl. 12 Mo. 0.93 2.50 1.78 1.81 -0.03
€D (R, 24 WD, 040 23 LA 148 0.00 CD Spl. 24 Mo. 1.50 2.50 2.10 2.10 0.00
CID) [REg). S W9, 0 300 Lo =2 V.02 CD Spl. 30 Mo. 2.03 2.35 2.29 2.29 0.00
CRIRSGRIOIMOR 00 208 L L 000 CD Spl. 36 Mo. 2.00 3.00 247 2.46 0.01
€g. 69 Mo. : : : : : CD Spl. 60 Mo. 2.14 351 317 317 0.00

Methodology: The statistical analysis in this report is based on a convenience sample of 1,300 institutions as was determined

by a-priori, two-tailed test. The t-Test was based on the following parameters: Alpha=0.05; Power=0.95; Effect size=0.20.
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Premium APY Index Historical APY Index

e  Average APY beginning of the year 2.41
Average APY this week 1.59

Cumulative increase (decrease) -0.82

Premium APY index measures the spread
between regular CDs and MM APY and Special CDs °
and MM APY °

This spread is the premium that institutions

are offering on Special products in order to attract Figure 4

Time series Historical APY

balances.
e Highest APY premium, CD 6 months 1.09 240
e Lowest APY premium, CD 48 months 0.50
e Average APY premium, 0.71 7
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* Historical average-APY
0609 Week Avg. Avg. Avg. Avg. Avg. Avg.
Ending RePrice  Min. Max.  Avg. Last Change
Volume APY  APY APY  Wk.
4.3.09 66% 112 290 181  1.82 -0.01
04| 4.10.09 68% 109 290 180 181 -0.01
Wi s o oo @iz o mm om o o 4.17.09 61% 106 289 179 180  -0.01
Product/Term 4.24.09 70% 1.07 2.89 1.80 1.79 0.01
5.1.09 70% 105 287 178  1.80 -0.02
5.8.09 48%  1.05 279 177 178 -0.01
Table 3 5.15.09 65% 105 2.83 176 177 0.02
APY premium variance this week 5.22.09 57% 105 284 175 176 -0.01
5.29.09 59% = 1.04 2.86 175 175 0.01
Product/Term Reg. Spl. Premiu 6.5.09 55% 103 281 173 175 -0.02
Avg. Avg. I 6.12.09 67% 101 2.80 173 173 0.00
MM 0.46 0.97 051 6.19.09 63% 100 279 173 173 0.00
CD 3 months 0.45 1.07 0.62 6.26.09 550 102 278 173 173 0.01
CD 6 months 0.71 1.80 1.09 7.3.09 63% 106 291 171  1.73 -0.02
CD 9 months 0.74 1.28 0.54 7.10.09 60% 105 276 170 171 -0.01
CD 12 months 1.02 1.78 0.75 7.17.09 72% 103 274 169 170 -0.01
CD 24 months 1.49 210 0.62 7.24.09 54% 098 2.86 166  1.69 -0.03
0, -
D 30 months 1.44 299 0.85 7.31.09 71% 102 250 162  1.66 0.03
0,
CEEE — — — 8.7.09 55% ~ 1.02 253 163 162 0.01
b 48 " 509 5 &2 050 8.14.09 62% 100 251 162 164 -0.01
IMONMS : : : 8.21.09 50% = 095 | 251 160 | 162 | -0.02
CD 60 months 2.24 3.17 0.93 8.28.09 58% 094 251 159  1.60 -0.01

Methodology: The statistical analysis in this report is based on a convenience sample of 1,300 institutions as was determined

by a-priori, two-tailed test. The t-Test was based on the following parameters: Alpha=0.05; Power=0.95; Effect size=0.20.
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Repricing Volume Index

Repricing Volume Index features the level of The Repricing volume Index is helpful in ob-
rate changes during the week. An index of 100% serving the repricing activities for the featured week,
means that, on average, all available rates of the sam- and identifying products that are being repriced more
ple products have been repriced. frequently than others.

CD & MM Regular CD & MM Special
e Highest repricing volume, CD 60 mo. 105% e Highest repricing volume, CD 3 months 170%
e Lowest repricing volume, MM, 9% e Lowest repricing volume, CD 48 months 0%
e  Average repricing volume, 58% e Average repricing volume, 58%
Figure 5 Figure 6
Repricing volume level this week Repricing volume level this week
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Table 5 Table 6
Repricing volume level this week Repricing volume level this week
Product RePrice Volume B S DT e N
MM Reg. 9% MM Spl. 67%
Gy |52 & W, Lo CD Spl. 3 Mo. 170%
CD Reg. 6 Mo. 34% CD Spl 6 Mo. 57%
CD Reg. 9 Mo. 42% CD Spl. 9 Mo. 73%
CD Reg. 12 Mo. 35% CD Spl. 12 Mo. 62%
CD Reg. 24 Mo. 7% CD Spl. 24 Mo. 42%
CD Reg. 30 Mo. 57% CD Spl. 30 Mo. 57%
CD Reg. 36 Mo. 96% CD Spl. 36 Mo. 17%
CD Reg. 48 Mo. 101% CD Spl. 48 Mo. 0%
CD Reg. 60 Mo. 105% CD Spl. 60 Mo. 41%

Methodology: The statistical analysis in this report is based on a convenience sample of 1,300 institutions as was determined

by a-priori, two-tailed test. The t-Test was based on the following parameters: Alpha=0.05; Power=0.95; Effect size=0.20.

© 2009 All rights reserved 5



National Pricing Indicators

Market Rates Insight

About Market Rates Insight

Market Rates Insight (MRI) is the premier
provider of competitive-pricing information and analy-
sis to the banking industry. MRI focuses on serving
the pricing needs of financial institutions—not con-
sumers. Therefore, only MRI offers the higher level
of pricing comprehensiveness and sophistication of
systems demanded by the industry.

Founded in 1985, Market Rates Insight was
the first research service offering competitive financial
market rate data online, in a searchable format. Over
the past two decades, our research services have

evolved with the needs of financial institutions.

Market Rates Insight also assists banks price
their products in compliance to the FDIC Rules and
Regulations. Specifically, MRI helps banks comply with
FDIC Rule 337.6 on rate issues as well as establishing

the proper Market Area in accordance to the Rules
and Regulations.

As the leader in pricing intelligence for the
financial industry, MRI provides industry data to
thought leaders worldwide. Among them are The
Wall Street Journal, American Banker, Western Inde-
pendent Bankers, Novantas and others. These indus-

try icons use MRI’s data to report trends and analysis
to the industry.

THE WALL STRE

Anselmo, Calif., firm.

CD Watch

Retail deposit rates on Feb. 13*
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*For $10,000 FOIC-insured COs, averaged for all terms.
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Banks Wage Rate War for Depos[ts
Unlike previous periods Qf t_urbulence, the Fert]j_s
rate-chopping campaign isn't_ relieving the pressure this ., -
time. In the past, reductions In the federal funds rate
have helped level off interest rates on CDs and savings
accounts, according to Market Ra_tes In_sught |r_\c.,
which tracks pricing trends for financial II’_\StltU-"
tions. *"This time around, it_'s mucr_\ more fierce,
says Dan Geller, executive vice president of the San

Data from 3,500 deposit-taking institutions including banks, brokerages, Internet banks, thrifts, and credit unian:

Retail CDs: Special-Term Competition

s in 15 largest deposit markets, from
ded Feb. 9

Euags=

Source: MarketRates|nsight.com
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