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Role of Wholesale Funding

(12/31/01 — 12/31/06)

($s in millions) 2001 2002 2003 2004 2005 2006

Deposits $5,189 $5,569 $5,960 $6,585  $7,141  $7825
Mutual Funds $6,970 $6,391 $7,414 $8,107  $8,906  $10,414

Total Wholesale $1,536 $1,590 $1,749 $1,907 $2,077 $2,160
Funding

Total Assets $7,869 $8,436 $9,075 $10,106 $10,877 $11,860

Wholesale 19.5% 18.8% 19.3% 18.9% 19.1% 18.2%
Funding/
Total Assets

Bank/Thrift Industry Data
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—— Deposits Outside The Core
Raising Deposits:

- Rate Boards

- Brokered Deposits

- IDC Depesits — Money Market
- CDARS — CDs
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¢ A RATE Board can be considered a “non-
brokered™ option for raising funds outside
your normal market place.

¢ Rate Boards provide a private website
opened to Institutional buyers and sellers off
mMoney.

¢ Rate Boards allew hanks and thKIfits te ralse
unds using the EDIC shield as oppesed te
having the sellers) (InVvestors) decide hased
on the credit quality of the buyer (ISSUer).
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- Raising funds is easy and efficient

- Non-brokered core deposits (time deposits <100k)

- CDr’s can be very stable
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The FDIC classifies a rate board as a “non-brokered

deposit listing services” If the rate board meets the
following criteria:

Charge subscription fees; only.

Fees not charged on number or doellar value off Cos; placed.

Performs ne SenVvices except gathering and transmission of Infermation.
The listing service Is net invelved in| placing deposit.

[Deposits ehtained directly as a result of a vank listing
rates on a rate board will be classified as non-
prokered.

“limerdeposits Iess than $100;,000 on schedulerRC=E el the call report:
Includedin therUBPR calctlation ol cored depesits:

[DEES NEL ENECE YOI Banks dEpENCERCY GRneR=coreiundiner liquidity,
[ALeS:



Brokered Deposits

The use of brokered deposits has been
expanding during the past six years:

Year Total Banks Total Deposits
Dee 1999 1445 $100 Bn
Dec 2000 1611 $196 Bn
Dec 2004 1709 $233 Bn
Dec 2002 1877 $253 Bn
Deec 2003 2121 $331 Bn
Blele; 20)0)4! 2473 $428 Bn
DEec 2005 2850 $482 Bn

DEc 2006 3341 $540 Bn
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Brokered Deposits

¢ Issuer looking for funding posts a rate and
maturity with a deposit broker who then
finds Investors willing to provide this
unding at that rate/maturity.

¢ Since the issuer provides the rate/maturity,
the breker works on a “best efforts” basis
and iunding can take 7-10 days.

¢ Broker must have a source of investors who
are leeking fier COs and! the CDs are typically/
broker down into $100,000 denominations.

¢ Concept created! In the mid 1980rs, by, Merrill
Synch aiter recening approvaliitrem EDIC for
“PAass thirelighr Gl ceVErage.



Regulatory Comments

¢ CER Title 12 Section 337.6 permits the acquisition of
brokered deposits by qualified EDIC insured
Institutions.

¢ EDIC Manual off Examination: “The acceptance of
brokered deposiits by well-capitalized instrtutions Is
subject to the same considerations and concerns
applicable to other types ol special funding. These
concerns relate toe voelume, avarability, and
maturities, and hew the use off such special funding
s Intoe the everall lrability and liguidiity.
management plans. There should ve ne parkticular
Stigma attached te the acceptance: per se and the
PrREPEK USe O SUcCh depesits sheuld neit 19e
discouraged:



1DC

DEPOSITS

Brokered Deposits as % of Total Assets

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

—e— Banks With Assets < $100 Million —a— Banks With Assets $101MM-$1Bn

—a— Banks With Assets >%$1 Billion

Source: FDIC




—— Brokered Deposit Benefits

¢

® & ¢ o o

\

No Disruption to the local market.

No alienation of core depositors by calling
attention to moere attractive rates.

No cannibalization.

No pledging requirements.

No Prepayment Issues.

Lenger lferm/Callable Cbs Potential.

Use off ene master Ch ofifers eperational
efifiCIERCIES.

Use of Intermediary provides one interest
PayMERL PEN PErIoE:
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¢ The Issuer must be “well capitalized™ — risk-
pased capital of at least 10%, a Tier 1 ratio
of at least 69206, and a leverage ratio of 5%.

¢ It an issuer slips below the “well capitalized
position Ite “adeguately capitalized™, a
walver must e ebtaimed fireom the EDIC.
“Adeguately capitalized™ reqguires a risk-
Pased caprtall ratie) eff at least 8%, a her i
Fatle o at least 4946, and leverage ratlo oi;
2804)

¢y Undercapitalized = Institutions may/ heit
Issue brokered deposits.

Brokered Deposit Considerations



-
DEPOSITS BrokerEd DepOSItS

¢ Until 2003, banks and thrifts were
dependent on third party brokers to access
the benefits of the brokered deposit
marketplace.

¢ In 2003, IDC Deposits and Promoentory
Interfinancial Network introduced concepts
that placed banks IR the rele of “broker™
previding thelr ewn depesiters access toe
expanded EDIC Insukance coVEerage.

¢ lhese services create new marketing
eppPertuRAItES fer large depesiters desikling
complete EDIC insurance coverage em their
tetall depesit:



IDC Deposits — A Money Market Solution

¢

¢

IDC Deposits provides three products for
panks and thrifts:

Investment Products include and alternative
to the Fed Funds, Seld eptieon and! a “Private
_abel™ service designed to satishy large
depositors of the bank seeking complete
EDIIC insurance coverage.

The Eunding product provides fiunding
threugh a unigue meney: market accounit
concept and offers three choices for funding
Of the banis



E%@! Tracking the Flow of Funds

Your Bank Customer

$500,000
The Deposit Network®
directs the
distribution of funds to Your Bank
banks throughout US S500,000

Network Custodian: SunTrust
$500,000
Bank 1 Bank 6
$99,00 - s $5,000

$99,000 || ¢99,000 || $99,000

Bottemilineiorour cUstomer:
e meREyAISHeLYNRsUred




Money Market Solutions

¢

Investment Products:

Fed Funds, Sold Alternative: a bank has
excess funds and desires to Invest Iin a
highly secure and ligurd Instrument.

I'he moest pepular eption Is to sell inte the
Fed Funds market where the rate Is likely toe
pe Fed Funds Tfarget — 5 to 15 bps.

The IDC Deposits option provides an EDIC
Insured moeney market deposit and pays the
EFed Eunds arget Rate:
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Money Market Solutions

¢ Investment Products:

¢ “Private Label” provides a bank the
opportunity to offer i1ts own high end
depesitors an EDIC Insured moeney.
market deposit knowing that 1t can
sell this deposit to the IDC Network at
the Eed Eunds Tfarget Rate — 25 ps.
TS rate [Heats With the larget rate.

¢ The depositer ehtains fullf coverage
amne the rate' Is negetiated Petvween
Panike and clienit:



Money Market Solutions

¢ Funding Product:

¢ The bank desiring funding allows the
Network Custodian, SunTrust Bank, to open
a money market account at the bank.

¢ This account becomes the “conduit” for all
unding and 1s simply anether moeney market
account on the bank’s books.

¢ The only Issue iIs for the bank to identify the
contenits o the [UnRding account as
brokered.



Money Market Solutions

¢ Funding can be arranged on an
overnight basis subject to volatility
and on either a ene or twe year basis
(STAY products).

¢ Pricing for banks that previde funds
to the Network through “Private
Cabeling ™ can then acecess iunding at:

¢ Overnight — Tfarget + 15 bps
¢ One Year STAY — Target + 25 bps
& WE Year STAY. — llarget + S5 hps
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CDARS

EROMERLORY
Interfinancial
NEetWwerk



CDARS

¢ CDARS Is the Certificate of Deposit
Account Registry Service — this
product provides each bank in the
Network the ability to offer its own
depositer CD products frem One
moenith te Eive years with fullf EDIC
InSUance ceverage up te a limiit of
$30 million.

¢ [ThIS preduct IS provided by
Promoentery lInteriinancial Netwoerk.
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CDARS — Bank’s Funding Solutions

Retain & Increase
[DEPOSIS
T
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¢ Banks that use these new product
iIdeas have the capability of offering
the best high end deposit service line
INn the banking business.

& Each provider pays at the high end of
the deposit rate structure which
allews yeur hank te offer much hetter
rates acress the service line.

o WWhy noet be the bhest?



	Raising Deposits
	   Deposits Outside The Core
	Rate Boards
	    Direct Non-Brokered CD’s
	Issuer Benefits
	Deposit Classification �
	Brokered Deposits
	Brokered Deposits
	Regulatory Comments
	Brokered Deposit Benefits
	Brokered Deposit Considerations
	Brokered Deposits
	IDC Deposits – A Money Market Solution
	Money Market Solutions
	Money Market Solutions
	Money Market Solutions
	Money Market Solutions
	CDARS
	CDARS
	CDARS – Bank’s Funding Solutions
	IDC Deposits/CDARS

