Alternatives to Big Banks - Where to Move Your Money
Credit Unions
Finding a Credit Union

To find a local credit union go to
http://www.asmarterchoice.org
Key in your zip code, select a distance
and press Search.

The “Search” will yield a screen similar
to the following:

go to the credit union’s website and
see if you are eligible to become a
member.

How to locate the Information

After identifying a credit union where
you qualify as a member, go to
https://www.bankrate.com/rates/safe
-sound/bank-ratings-search.aspx to
see how that particular financial
institution is rated.

Key in the credit union’s name and hit
Search.

Select the Credit Union by clicking the
Go key.

Stick to 4 or 5-star credit unions if
possible. A 3-star institution, while not
as desirable, is still far better than a
big bank to avoid becoming a victim of
a Bail-In.

Page down from the first page of the
report and you will see additional
financial scores relevant to the
selected institution. These include:
1.
2.
3.

Capital Score
Asset Quality Score
Earnings Score

Community Banks
Finding a Community Bank

To find a community bank go to the
locator at http://www.icba.org/golocal/take-part/bank-locator

Key in your zip code, select a distance
and press Submit.

The “Submit” will yield a report similar
to the one on the right. Print this
screen.

How to locate the Information

After identifying a possible community
bank to deposit your money, go to
https://www.bankrate.com/rates/safesound/bank-ratings-search.aspx to see
how that particular financial institution
is rated.

Key in the bank’s name and hit Search.
Be sure to type only the name and not
the word bank.

There may be many banks listed. Find
the correct one by hitting the Go key
and reviewing the information. In this
case the first entry is located in Saint
Clair, MI and the second is in Vancouver,
WA. Since we are looking of a
community bank in Portland Oregon,
the 2nd entry is the valid one.

Community banks are analyzed
differently than credit unions. Only a 4
or 5-star institution should be selected
but other things need to be considered.

Page down from the first page of the
report and you will see additional
financial scores relevant to the selected
institution. These include:
1.
2.
3.

Capital Score
Asset Quality Score
Earnings Score

The FDIC website also needs to be
searched to scrutinize the derivatives
activity at the candidate bank.

Go to
https://research.fdic.gov/bankfind/
Key in the bank name & zip code and
click “Search”

When the results appear, select the
appropriate bank from the list.
Occasionally there will be more than
one institution listed. If so, check the
box “Active Only” to narrow the search.

___________________________________________________________________________________

summary screen will appear.

Click on the “Financials” Tab ===è

_________________________________________________________________________________
Click on “… more Financials” which
should be just to the right of the phrase
“Financial Snapshot.” ===è

Click the down arrow of the “ID Report
Selections” field.
==================è

In the drop down box click on the
selection, “Assets and Liabilities - %
Assets”=====è
Then click on the “Generate Report”
button.

This will generate a report revealing the
bank’s financial health.
Banks are required to give these
numbers to the FDIC at the end of every
quarter.

Page down until you find the entry
“Total bank equity capital.”
======================è
This number should be above 14. If it is
less than 14 you shouldn’t consider the
bank to be a viable candidate for
depositing your money.
Looking at assets & liabilities tells only
part of the story since derivatives are
off-balance sheet items.
This field “Derivatives” should be zero. If
the bank has any derivatives
involvement i.e., if this field is greater
than zero, then exclude the institution
from further consideration. ===è
“Because banks do not report these
assets and liabilities (derivatives) in any
comprehensible way, regulators and
market participants cannot understand
the bank’s exposure to risk. Instead,
the bank’s approach to off-balance
sheet liabilities has made their financial
statements virtually useless.”1

_____________________________________________________________________________

“Bring Transparency to Off-Balance Sheet Accounting,” by Frank Partnoy & Lynn Turner, Roosevelt Institute White Paper, March 2010.
http://www.rooseveltinstitute.org/policy-and-ideas/ideas-database/bring-transparency-balance-sheet-accounting I highly recommend reading this document as it
provides a good explanation, in easy to understand language, how off-balance sheet accounting has allowed banks to literally hide their derivative liabilities. Here
are some excerpts;
“Banks use financial engineering to make it appear they are better capitalized and less risky than they really are. Most people and businesses include all of their
assets and liabilities on their balance sheets. But large financial institutions do not.”
“Individuals and small business owners cannot hide some of their debts merely by relabeling them.”
“As a result, banks and corporations that trade swaps (derivatives) do not play by the same rules as other individuals and businesses. Banks are permitted to
exclude their full exposure to swaps from their financial statements, and instead report only the “fair value” changes in those swaps over time. Such reporting is
like an individual reporting only the change in their debt balances, instead of the debt themselves.”
“Simply put, our biggest banks have been hiding their debts.”
1

I have included JP Morgan Chase’s FDIC
report from the 4th quarter of 2017.

Notice that their Total bank equity
capital is only 9.89% which doesn’t clear
our bar of 14% for viable institutions.

Notice the Derivatives number of
2,289.30%
Chase has leveraged derivatives to the
tune of 2,289.30% of their total onbalance sheet assets.

Realizing percentages can be deceptive,
let’s look at this from a dollar point of
view.

In the previous steps we used an ID
Report Selection of “Assets and
Liabilities - % Assets” but this time we
will take the default of “Assets and
Liabilities” and generate the report.

In this example we will use December
31, 2017 numbers from the Chase entry.
Find the Total Assets (in dollars) and
record it.

Further down is the Derivatives number
given in dollars, record that also.

Taking the Derivatives liability of
$49,008,909,000,000 (had to add
another 000 because the numbers are
given in thousands) stated on the offbalance sheet entries for Chase and
dividing it by the Total Assets value
stated on the on-balance sheet entries
for Chase of $2,140,778,000,000 we
arrive at the percentage 2,289.30%
which squares with the number given in
the FDIC percentages report for Chase.
This means that Chase has about $2
trillion in assets but is at risk for $49
trillion in derivatives. Since derivatives
are not listed on the balance sheet
(they are listed as off-balance sheet
items by law) you get a completely
deceptive view of Chase’s risk profile.

Total Notional Derivatives Exposure of the Biggest US Banks, as stated on their off-balance sheets for
the 4th Quarter 2017.
The numbers below are in Trillions of US Dollars.
•
•
•
•
•
•
•
•

JP Morgan Chase ----------- $49.0 -- or 2,289% of assets
Citibank------------------------ $46.7 -- or 3,346% of assets
Goldman Sachs-------------- $41.4 – or 25,133% of assets
Bank of America------------- $18.4 – or 1,051% of assets
Wells Fargo--------------------$7.5 – or 428% of assets
HSBC Bank USA---------------$4.8 – or 2,653% of assets
Bank of New York Mellon---$1.1 – or 366% of assets
Total -----------------------------$168 Trillion

The world’s total annual GDP is $70 Trillion3!

Using the December 31, 2017 FDIC
reports for some of the biggest banks
we find their total derivatives exposure
in notional value to be
$168,000,000,000,000.
That’s $168 Trillion.
Notional Value
A derivative is a financial instrument
whose value depends on something
else—a share of stock, an interest rate,
a foreign currency, or a barrel of oil, for
example. One kind of derivative might
be a contract that allows you to buy oil
at a given price six months from now.
But since we don't yet know how the
price of oil will change, the value of that
contract can be very hard to estimate.
(In contrast, it's relatively easy to add
together the value of every share being
traded on the stock market.) As a result,
financial experts have to make an
educated guess about the total amount
at stake in all these contracts. One
method simply adds up the value of the
assets the derivatives are based on. In
other words, if my contract allows me to
3

How big banks account for these derivatives on their balance sheet is also deceiving.
For example, I lease a computer from company A. Because I don't own the computer I can take the
rent expense (for the lease) as a deduction on the books. However, I don't have to account for the
asset or the debt so it’s not on the balance sheet. This is attractive because it creates no debt on the
company's books.
The lessor (company A) maintains the asset on their books and, if they financed it from another
company (company B), the debt as well. Credit card issuers, mortgage companies and various other
entities also use a type of off-balance-sheet financing known as asset backed securitization (ABS). The
ABS process effectively allows a company to sell a portion of the loans (receivables assets) to
investors, effectively removing the assets from their balance sheets (allowing a lower level of
reserves, and, therefore capital) while managing the servicing of the debt.

http://dcpublicbanking.org/multimedia-archive/legal-framework-for-big-banks-puts-depositors-at-risk/

buy 50 barrels of oil and the current
price is $100, its "notional value" is said
to be $5,000—since that's the value of
the assets from which my contract
derives.

Chase and all other big banks are using
“financial engineering to make it appear
they are better capitalized and less risky
than they really are. Most people and
businesses include all of their assets and
liabilities on their balance sheets. But
large financial institutions do not.2” This
is part of the reason why we had a
market tank in 2007-2009 and major
bank failures.

2

Ibid.

