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Note on the Banking Industry in the U.S. 

Introduction 

Banks play a critical role in the economy as a principal financial intermediary, in linking savers and 

investors with those who need capital, in managing and transferring risk, and in managing much of 

the infrastructure for the flow of funds in the financial system and economy.  Broadly speaking 

there are four organizational forms of banks in the United States: commercial banks (which are 

themselves broken into universal, regional and community), thrifts, (also known as savings and 

loan institutions or S&Ls), credit unions, and investment banks. 

Banking organizations carry out a wide variety of functions.  They facilitate savings and investment 

by safekeeping retail deposits in government-guaranteed checking and savings accounts and by 

providing investment products, advice, and access to investment securities.  Banks help to finance 

individuals, corporations and governments by extending credit through loan products and by 

facilitating access to the debt and equity capital markets.  Banks provide advice on a variety of 

financial and strategic transactions and offer hedging and risk management tools for the assets, 

liabilities and cash flows of their customers.  Banks also work closely with the Federal Reserve 

(U.S. central bank) to provide and manage the machinery by which funds flow among participants 

in the economy, and trillions of dollars of stocks, bonds, and other assets are transferred.   

As of June 30, 2015, the Federal Deposit Insurance Corporation (FDIC) reported that 6,348 

depositary institutions held $15.8 trillion in assets and employment of 2.042 million. There were 

5,472 commercial banks and 876 savings institutions.  The total number of banking institutions 

declined by 2/3 since 1984 - see graph below for dynamics of employment and the number of 

banks in the U.S. 
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To access the latest data on depositary institutions use the following link: 

http://www.fdic.gov/bank/statistical/stats/index.html) 

Bank Holding Companies (BHC) in addition to depository institutions, might own a non-bank 

subsidiaries.  Table 1 lists the top 25 BHC in the U.S.  You might notice that some of the institutions 

are not predominantly depositary institutions (GE, Teachers Insurance, Goldman Sachs, etc.), but 

since at least once of their subsidiaries is a depositary institution, they are treated as bank holding 

companies.  

Table 1. Top 25 U.S. Bank Holding Companies by Assets, December 2014 
Rank Institution Name Location Total Assets ($B) 

1 JPMORGAN CHASE & CO. NEW YORK, NY            2,573  

2 BANK OF AMERICA CORPORATION  CHARLOTTE, NC            2,107  

3 CITIGROUP INC. NEW YORK, NY            1,843  

4 WELLS FARGO & COMPANY SAN FRANCISCO, CA            1,687  

5 GOLDMAN SACHS GROUP, INC. NEW YORK, NY               856  

6 MORGAN STANLEY NEW YORK, NY               801  

7 GENERAL ELECTRIC CAPITAL CORPORATION  NORWALK, CT               508  

8 U.S. BANCORP MINNEAPOLIS, MN               403  

9 BANK OF NEW YORK MELLON CORPORATION NEW YORK, NY               385  

10 PNC FINANCIAL SERVICES GROUP PITTSBURGH, PA               345  

11 CAPITAL ONE FINANCIAL  MCLEAN, VA               309  

12 HSBC NORTH AMERICA HOLDINGS  NEW YORK, NY               290  

13 STATE STREET  BOSTON, MA               274  

14 TEACHERS INSURANCE & ANNUITY ASSOCIATION OF AMERICA NEW YORK, NY               263  

15 TD BANK US HOLDING  CHERRY HILL, NJ               248  

16 SUNTRUST BANKS ATLANTA, GA               190  

17 BB&T WINSTON SALEM, NC               187  

18 AMERICAN EXPRESS  NEW YORK, NY               159  

19 CHARLES SCHWAB  SAN FRANCISCO, CA               155  

20 ALLY FINANCIAL  DETROIT, MI               152  

21 STATE FARM MUTUAL AUTOMOBILE INSURANCE  BLOOMINGTON, IL               139  

22 FIFTH THIRD BANCORP CINCINNATI, OH               139  

23 CITIZENS FINANCIAL GROUP PROVIDENCE, RI               133  

24 UNITED SERVICES AUTOMOBILE ASSOCIATION SAN ANTONIO, TX               130  

25 REGIONS FINANCIAL CORPORATION BIRMINGHAM, AL               120  

Source: Adapted from http://www.ffiec.gov/nicpubweb/nicweb/top50form.aspx February 24, 2015 

Note: the source at the website of the Federal Financial Institutions Examination Council (FFIEC) 

provides data on top 50 bank holding companies in the U.S In the original table on the website, 

the number you see in parenthesis after the company name (RSSD ID) is a unique identifier 

assigned to every bank holding company in the U.S.  

Types of Banks 

Commercial banks serve as intermediaries by pooling money from depositors to make loans to 

borrowers that include individual, small businesses, multinational corporations, and government 

entities.  Traditionally, banks made a significant portion of their profits on the difference between 

http://www.fdic.gov/bank/statistical/stats/index.html
http://www.ffiec.gov/nicpubweb/nicweb/top50form.aspx
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the cost of shorter-term liabilities, like deposits, and the income on longer-term assets, like loans; 

this difference is known as the interest spread.  Bank deposits compete with other investment 

vehicles, such as money market funds, annuities, stocks, and bonds, which other financial 

institutions (including broker-dealers, mutual funds and insurance companies) offer.   Bank loans 

compete with other financial sources such as bonds, money-market instruments, asset-backed 

securities, financing from non-bank financial intermediaries, and equity markets. 

Universal Banks 

A universal bank (or money center bank) can be defined as a large financial institution that offers 

wholesale and retail banking services, investment services, and investment banking services. As of 

December 31, 2008, the leading U.S.-based universal banks were JPMorgan Chase, Bank of 

America, and Citigroup.  According to the FDIC, these universal banks combined held $4.7 trillion 

in domestic assets and $1.9 trillion in domestic deposits and represented approximately 36% of 

assets and 20% of deposits in the domestic banking market. 

Additionally, several international universal banks had significant U.S. operations, including: U.K.-

based Royal Bank of Scotland and Barclays, German-based Deutsche Bank, Swiss-based UBS and 

Credit Suisse, and Japan-based Bank of Tokyo-Mitsubishi-UFJ and Sumitomo Mitsui Bank.  

Rank Bank Country Market Cap, USD 
December 31, 2014 

1 Wells Fargo & Co US 284.39B 

2 Industrial & Commercial Bank of China (ICBC) China 269.70B 

3 JP Morgan Chase & Co US 233.94B 

4 China Construction Bank China 213.18B 

5 Bank of America US 188.14B 

6 Agricultural Bank of China China 187.34B 

7 HSBC Holdings UK 181.24B 

8 Bank of China China 177.65B 

9 Citigroup Inc US 163.93B 

10 Commonwealth Bank of Australia Australia 112.37B 

11 Banco Santander Spain 107.07B 

12 Royal Bank of Canada Canada 99.63B 

13 Toronto-Dominion Bank Canada 88.21B 

14 Goldman Sachs Group US 84.42B 

15 Westpac Banking Corporation Australia 83.63B 

16 Lloyds Banking Group UK 82.79B 

17 US Bancorp US 80.43B 

18 Mitsubishi UFJ Financial Group (MUFG) Japan 78.41B 

19 Morgan Stanley US 75.95B 

20 Bank of Communications China 74.66B 

21 BNP Paribas France 73.20B 

22 Australia and New Zealand Banking (ANZ) Australia 71.67B 

23 Itau Unibanco Brazil 71.24B 

24 Bank of Nova Scotia (Scotiabank) Canada 69.46B 

25 Royal Bank of Scotland Group UK 69.31B 
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Source: Adapted from http://www.relbanks.com/worlds-top-banks/market-cap accessed February 24, 2015 

Regional/Mid-Sized Banks 

For the purposes of this note, we classify regional/mid-sized banks as those with assets exceeding 

$1 billion but exclude the three domestic universal banks discussed above.  While regional/mid-

sized banks tend to concentrate their business in a particular geographic area, the group is 

characterized by a wide dispersion of geographic footprints, business models, and sizes.  At the 

end of 2009 approximately 670 regional/mid-sized banks held a total of 6.9 trillion in assets and 

6.1 trillion in deposits. They represented 53% and 67% of domestic assets and deposits, 

respectively.  

Community Banks 

The FDIC classifies banks with less than $1 billion in assets as community banks. Despite recent 

competitive pressures on standardized loans and mortgages from large banks, credit unions and 

nonbank financial players, community banks serve their markets through personalized service and 

the ability to assess less transparent borrowers, such as small businesses and farms. 

At the end of 2009, the FDIC reported a total of 7,340 insured community banks, which held $1.5 

trillion in total assets and $1.2 in deposits.  Community banks represented only 13% of deposits 

but 92% of banks in the U.S. 

Credit Unions and S&Ls constitute a small part of the banking system. 

Investment Banks 

Investment banking services vary by firm, but typically include strategic advisory in such areas as 

capital raising, mergers and acquisitions, and/or corporate restructuring.  Larger banks help clients 

raise capital from public and private markets.  Raising capital often requires underwriting debt and 

equity offerings whereby the investment bank purchases securities from a company and sells 

them to investors.  Some investment banks also provide broker-dealer serves, acting as agents for 

buyers and sellers in securities transactions and collecting a commission for their services 

(“brokers”).  Dealers act as principals buying and selling securities for their own inventory, hoping 

to make a profit on the bid-ask spread.  Some dealers act as market makers for particular 

securities, ready to buy and sell a particular stock on a regular and continuous basis at a publicly 

quoted price.  Other investment banking services include asset management, risk management, 

and investment research.  While investment banking was traditionally a fee-based business, many 

investments banks currently are using their own capital to facilitate proprietary trading and 

principal investing.   

Following the Gramm-Leach-Bliley Act of 1999, the distinction between investment banks, 

commercial banks, and other financial services businesses became increasingly blurred.  By 2010, 

http://www.relbanks.com/worlds-top-banks/market-cap
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leading investment banking platforms include diversified universal banks (JPMorgan Chase, 

Citigroup), bulge bracket investment banks (Goldman Sachs, Morgan Stanley), and boutique 

advisory firms (Lazard, Evercore). 

How Banks Make Money 

Spread Business 

The traditional spread business involves gathering relatively low-cost funds from depositors and 

loaning them to borrowers at interest rates sufficiently high to cover such items as interest 

expense on deposits, losses on loan defaults, operating costs of the bank, and returns on 

investors’ capital. A key element of the spread business is asset transformation, whereby a bank 

takes deposits with certain characteristics (such as maturity, credit spread, liquidity and variable 

rate returns) and makes loans with different characteristics.  

 

Table 3. Loans at U.S. Banks ($billions) 

 
12/31/2014 12/31/2010 12/31/2006 12/31/2002 

Number of institutions reporting 6,509   7,658   8,680   9,354   

Total employees (full-time equivalent) 2,047,879   2,088,579   2,206,655   2,017,651   

Total Assets          15,554    
         
13,319    

         
11,862               8,436    

  Gross total loans and leases as 5 of assets 53%   55%   61%   60%   

  Gross total loans and leases            8,311  100%            7,378  100%            7,237  100%            5,057  100% 

  Loans secured by real estate            4,171  50%            4,267  58%            4,508  62%            2,850  56% 

  Commercial & industrial loans            1,715  21%            1,184  16%            1,215  17%               953  19% 

  Loans to individuals            1,418  17%            1,316  18%               955  13%               772  15% 

  Farm loans                 78  1%                 59  1%                 54  1%                 47  1% 

  Other loans and leases               929  11%               552  7%               505  7%               435  9% 

    Reserve for losses               123                  231                    78                    85    

    Reserve for losses as % of total loans 1.5%   3.1%   1.1%   1.7%   

Source: FDIC (www.fdic.gov) 

Fee Business 

Over the past several decades, the fee business has become an increasingly important driver to 

bank revenues and operating profits.  Typical bank fee include charges for providing loan 

commitments, issuing overdrafts, using automated teller machines (ATMs), executing foreign 

exchange transactions, processing credit card transactions, and issuing money orders.  Investment 

banking fees cover activity in the financial advisory, brokerage, and underwriting arenas.  Asset 

management business charge their clients some combinations of fees based on executed 

transactions, assets under management and investment gains. Fees are also generated for 

managing the safekeeping, accounting and transactional flows of securities.  Some banks operate 

http://www.fdic.gov/
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separate divisions that provide fee-based services to third parties, such as debt servicing, risk 

management, and back office operations. Gains and losses from the sale of loan assets or the sale 

of assets in securitization operations also may be classified as non-interest income.  

The Dodd-Frank many limit fees that can be charged for use of debit cards to purchase goods and 

services, which could affect the profitability of either or both banks and merchants.  This may have 

a disproportionate impact on smaller banks.   

The lines between spread and fee businesses are not perfectly defined, as the relationships are 

often symbiotic.  For example, some banks offer “no-fee” checking accounts, whose costs are 

usually funded by providing depositors with correspondingly lower interest rates.  One strategic 

rationale of the universal banking platform is to introduce spread business clients to fee-based 

services.  

Principal Investment Business 

Principal investments can be defined as a bank investing its own capital in non-loan assets.  The 

scope of principal investment has expanded considerably since the 1960s. Commercial banks 

traditionally aimed to hold a portfolio of highly liquid securities, such as U.S.  Treasury securities, 

which offer low-risk and low –return characteristics and act as a backstop to meet potential 

withdrawal or loan requests.   

In the 1980s, banks began to expand the scope of their principal investing by allocating increasing 

amounts of bank capital to higher risk investments. For example, banks launched internal private 

equity groups and bolstered their proprietary trading and investing operations.  As the credit and 

equity derivatives markets took off in the 1990s, banks committed additional capital to support 

derivatives structuring and trading operations. Following the Gramm-Leach-Bliley Act of 1999, 

many banks expanded the scope of their principal investments and dedicated significant capital to 

internal trading, hedge funds, and private equity funds. 

Dodd-Frank will severely curtail the ability of banks to engage in proprietary trading, as well as to 

sponsor or invest in hedge funds and private equity funds.  

Risks associated with financial intermediation: 

 Interest rate risk 

 market risk 

 credit risk 

 other: off-balance-sheet risk, foreign exchange risk, country or sovereign risk, 

technology risk, operational risk, liquidity risk, insolvency risk 

Note that these risks are not unique to financial institutions and are faced by all global firms. 
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Interest rate risk – as interest rate rise and a bank’s short-term funding matures, the bank will 

need to renew its funding at higher rates.  However, the yield on the bank’s long-term assets, 

which are largely fixed-rate loans, remain constant, reducing the bank’s interest spread (profit 

margin). 

Market risk is incurred through a bank’s portfolio of securities, which it holds to facilitate client’s 

trading or to generate returns for its own account, as well as from the securities and derivatives 

positions related to its risk management efforts.  For example, if interest rates rise, the value of a 

bank’s investment in fixed rate treasury bonds will fall.  Banks may have exposure to many 

financial markets, including money, fixed income, equity, and commodity markets.  They also face 

significant risk related to options, whose values vary with such factors as time, interest rates, 

volatility, and intrinsic value of the underlying instruments.   

Credit risk relates to the risk that a bank could suffer losses from defaults on its loan assets or 

declines in the quality of its investment assets, such as a default or a credit rating agency’s 

downgrade on a corporate bond.  Credit risk is also generated by any transactions requiring an 

exchange of funds and/or assets between a bank and a customer or counterparty. 

Operational risk is defined by the Basel Committee on Banking Supervision (Basel Committee) as, 

“the risk of direct or indirect loss resulting from inadequate or failed internal process, people and 

systems or from external events.”  Examples of operational risk include fraud, mismanagement, 

failure of back office operations, (including data, processing and settlement), and failure of 

internal valuation models. 

Reputational and other risks a similar to other industries. 

Bank Regulation and Supervision 

Banking is a highly regulated industry with a variety of federal and state agencies having both 

distinct and overlapping responsibilities to regulate and supervise the U.S. banking system.  

Banking regulators concentrate on the safety and soundness of banks while securities regulators 

are concerned with market integrity and investor protection.  According to the Federal Reserve, 

“Bank regulation entails issuing specific regulations and guidelines governing the operations, 

activities, and acquisitions of banking operations…  Bank supervision involves the monitoring, 

inspecting, and examining of banking organizations to assess their conditions and their compliance 

with relevant laws and regulations.  
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Table 4. FDIC Insurance Limit (per account per bank) 

1934 (January) $2500 

1934 (July) $5000 

1950 $10,000 

1966 $15,000 

1969 $20,000 

1974 $40,000 

1980 $100,000 

2008 $250,000* 

*
From December 31, 2010 through December 31, 2012, at all FDIC-insured institutions, deposits held in noninterest-

bearing transaction accounts were fully insured regardless of the amount in the account. 
Source: www.fdic.gov 

 
Principal Regulators and Their Key Roles 

Federal Reserve.  In 1913, Congress founded the Federal Reserve System with a mandate to 

provide a safer and more stable financial system.  The system is organized around the Board of 

Governors and 12 regional Federal Reserve Banks.  The Fed’s bread mission includes: coordinating 

monetary policy, supervising and regulating banks, “maintaining the stability of the financial 

system and containing systemic risk that may arise in financial markets,” and providing certain 

services to banks and governments.  One was the Fed attempts to avert financial crises is by acting 

as lender of last resort, providing secured loans to banks through the discount window when other 

sources of financing are unavailable.  

The Board of Governors is the primary federal regulator of bank holding companies, state 

chartered banks that are part of the Federal Reserve System, and some U.S. branches of foreign 

banks.  The Fed operates independently, but is supervised by Congress. 

Office of the Comptroller of the Currency (OCC) The OCC is responsible for chartering, supervising 

and regulating national banks and is a division of the U.S. Department of the Treasury.   

Office of Thrift Supervision (OTS)  In 1989, following the collapse of the thrift industry, Congress 

formed the OTS within the U.S. Department of the Treasury to charter, supervise and regulate 

thrifts.  This agency was eliminated in Dodd-Frank Act in 2010 and most of its responsibilities were 

assumed by the OCC. 

State regulators.  Each state has its own regulatory body to supervise locally chartered banks. 

http://www.fdic.gov/
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Table 5. Top 10 U.S. commercial banks: assets, loans and deposits ($billions), Q4 2006 

and 2012 

 

 
Source: FDIC, Call Report 

 

 

 

 

 

Institution Name Assets Loans Deposits Loans/

Assets

Deposits/

Loans

1 JPMORGAN CHASE & CO. 2,027     711        1,292     35% 182%

2 BANK OF AMERICA 1,689     889        1,273     53% 143%

3 WELLS FARGO & COMPANY 1,333     800        1,046     60% 131%

4 CITIGROUP INC. 1,315     580        943        44% 163%

5 U.S. BANCORP 351        226        254        64% 112%

6 CAPITAL ONE FINANCIAL 332        201        233        61% 116%

7 BANK OF NEW YORK MELLON 301        35          253        12% 730%

8 PNC FINANCIAL 295        186        217        63% 117%

9 TORONTO-DOMINION BANK 219        93          183        43% 197%

10 STATE STREET 219        12          169        6% 1364%

Top 10 8,081     3,732     5,862     46% 157%

Top 10 share 56% 49% 54%

Total 14,511 7,565   10,862 52% 144%

Institution Name Assets Loans Deposits Loans/

Assets

Deposits/

Loans

1 BANK OF AMERICA 1,376     745        771        54% 104%

2 JPMORGAN CHASE & CO. 1,264     472        683        37% 145%

3 CITIGROUP INC. 1,121     639        699        57% 109%

4 WACHOVIA CORPORATION 683        428        427        63% 100%

5 WELLS FARGO & COMPANY 429        310        327        72% 105%

6 Washington Mutual Bank 346        268        219        78% 82%

7 U.S. BANCORP 222        145        136        65% 94%

8 SUNTRUST BANKS, INC. 183        132        127        72% 96%

9 HSBC HOLDINGS PLC 168        89          107        53% 120%

10 ROYAL BANK OF SCOTLAND 164        105        102        64% 97%

Top 10 5,955     3,334     3,599     56% 108%

Top 10 share 50% 47% 46%

Total 11,878 7,162   7,832   60% 109%

2012

2006
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Figure 2. Assets of top 10 banks in 2012 vs. 2006 ($B) 

 

Note: Wachovia and Washington Mutual were acquired in 2008 


