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US banks began cutting certificate of deposit rates again in late 2025, ending a monthslong pause as the Federal Reserve moved into its second round of rate 
cuts. 

Certificate of deposit (CD) costs remained high through most of the third quarter, with banks continuing to promote elevated yields. While the number of banks 
offering rates above 4% on a one-year, $10,000 CD has plunged since the third quarter of 2024, activity above the 3.5% level remained stubborn, as the number 
of banks advertising 3.5% CDs edged up to 1,041 on Aug. 29 from 1,026 on June 27. 

The count fell to 978 by the end of September, however, following the first rate cut of the year, and slid further to 815 as of Nov. 21 after the Fed's second cut 
of 2025. 

 

Even with easing underway, relief on deposit costs will lag as outstanding high-rate CDs take time to reprice. As of Sept. 30, 37.3% of industry CDs were set to 
reset within three months, and 87.0% had one-year maturities. 

George Gleason, chairman and CEO at Bank OZK, said during the third-quarter earnings call that roughly 80% of the company's CDs carry seven-month terms, 
creating a roughly two-quarter delay in deposit cost relief. 

"You see spread getting compressed for a little bit for a couple of quarters after a Fed cut until that deposit pricing catches up," he said. 

As of Sept. 30, CDs represented 55.9% of the company's total deposits. 
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CD concentration continues to decline 

Aggregate CD balances at US banks grew 0.2% to $2.869 trillion at the end of the third quarter. As of Sept. 30, CDs represented 14.6% of total deposits, 
down for the fifth straight quarter and well below the 15.8% peak a year earlier. 

Brokered deposits and Federal Home Loan Bank advances declined during the third quarter by 0.6% and 9.9%, respectively, after rising in the previous period. 

 

Among banks with at least $3 billion in total assets, $500 million in total CD balances and a loan-to-deposit ratio of greater than 25% as of June 30, 183, or 
54.5%, reported declines in CD concentration during the quarter. 

Simmons First National Corp. reported the biggest decline in CD concentration, of 5.5 percentage points to 22.8%, higher than the industry aggregate of 14.6% 
but lower than the 30.2% median. 

Simmons First is reducing wholesale funding and brokered deposits, aiming to eliminate brokered balances entirely. CFO Charles Hobbs said during the 
company's third-quarter earnings call that the bank retains about 75% of maturing CDs, with some shifting into core deposits, providing ongoing pricing relief. 

"That's been the trend for the last few quarters. And I think that will continue to provide additional deposit pricing benefit for us moving forward," he said. 
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Northpointe Bancshares Inc. had a 5.5-percentage-point decline in its CD concentration to 66.2%, after an increase of 6.1 percentage points in the prior quarter. 
While the company's funding strategy and deposit franchise are different from a typical community bank, one of its top strategic priorities is to grow its non-
brokered deposit base, executives said on a third-quarter earnings call. During the quarter, the company benefited from a large custodial deposit relationship, 
bolstering its core deposits. 

EB Acquisition Co. II LLC, parent company of Mechanics Bancorp., reported the highest increase in CD concentration, of 10.4 percentage points to 17.4% as 
of Sept. 30. Mechanics Bancorp completed the acquisition of HomeStreet Inc. on Sept. 2, bringing in $5.87 billion in total deposits, of which nearly half were 
CDs as of June 30. 

Old Second Bancorp Inc., completed its acquisition of Bancorp Financial Inc. on July 1, bringing its CD concentration to 21.8%, up 7.4 percentage points from 
the previous quarter. Evergreen Bank Group, a subsidiary of Bancorp Financial, had $1.23 billion in total deposits as of June 30, with CDs representing 60.5% 
of those deposits. 
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Deposit growth flat in Q4 

Deposits at domestically chartered US commercial banks grew 0.1% halfway through the fourth quarter as of Nov. 12, according to seasonally adjusted data in 
the Federal Reserve's H.8 report on bank assets and liabilities. 

Large time deposits rose 2.1% from Oct. 1 to Nov. 12, driven by 3.5% growth at the top 25 domestically chartered banks by assets. 

Borrowings fell 3.2% during the same period, while loans grew by 0.6%. 
 
This article was published by S&P Global Market Intelligence and not by S&P Global Ratings, which is a separately managed division of S&P Global.
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