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US banks' funding costs resume descent after latest Fed cuts 
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By Zuhaib Gull and Hany Terris 

Market Intelligence 

Deposit costs dropped in the 2025 fourth quarter as another set of Federal Reserve interest rate cuts filtered through bank funding portfolios. 

The industrywide cost of interest-bearing deposits fell 23 basis points sequentially to 2.50% and the cost of savings deposits fell 10 basis points to 1.75%, helping 

to drive the overall cost of funds down 13 basis points to 2.18%, according to data from S&P Global Market Intelligence. The more favorable pricing came 

along with a pickup in deposit growth. 

The decline in funding costs outpaced the decline in asset yields, helping to drive further expansion in net interest margins. While analysts have been watching 

closely for signs that competition will inhibit banks' power to pass through rate cuts to depositors, banks have expressed confidence in their ability to push through 

further reductions, and continue to describe the interest rate environment as supportive. 

"I wouldn't say it's worse," Fifth Third Bancorp Treasurer Brennen Willingham said at an investor conference in February about deposit price competition. "It's 

rational, but it's firm." He added that for the "crown jewel" of commercial operating deposits, "we'll continue to see that competition, I think, particularly as people 

are more constructive on the loan growth story." 

Addressing the broader rate backdrop, Fifth Third COO James Leonard said, "If you go back a few years when I was in the CFO chair, I think I had said, 'If 

we got a Fed funds rate around 350 [basis points] with a nice slope to the curve, that would be an incredible position for our balance sheet.' And it looks like 

that's the type of scenario we're going to see play out here." 

Funding costs at US banks(%) 

-o-Cost of interest-bearing transaction accounts' �Cost of savings accounts (including MMDAs) 

-o-Cost of funds' 
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MMDA = moneay markeat deposit account. 
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Analysis includBS US commercial banks, savings banks, and savings and loan associations. Nondepository trusts and 
companieaswith a foreaign banking charter are excludoo. 
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1 I nteareast- beaaring tra n section accounts inc ludea negotiable order of withdrawal accounts and demand deaposit accounts. 

'Cost of funds is the total interest expense, as a pearcemage of average interest-bearing liabiLities and average noninterest· 

bearing deposits. 

Data based on regulator; filings. 

Excludeas foreign deposits. 
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Learn - Set email alerts for future Data Dispatch articles

- Download a template to generate a bank's regulatory profile

MO re - Download a template to compare a bank's financials to industry aggregate totals 
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