
How to Assess the Quality of a Local Bank or Credit Union

1. Talk to a loan officer or branch manager

1. Do they have freedom to make decisions and do their jobs or are they 
heavily bound to top/down procedures? 

2. Ask what the procedures are for a loan or opening an account. There is 
often a direct correlation between better service and the less hoops that 
customers have to go through, less paperwork to fill out and less fees to 
pay.

3. Are they a member of Chamber of Commerce?

4. What is the customer base of the bank?

5. Does this customer base represent a strong diversified base of deposits 
and lending business?

2. Safety 

1. What is their “Deposit Account Agreement”?  

1. What is the amount of time they require the customer to provide 
the FDIC or the NCUA necessary data to avoid the delay or 
freezing of funds in the event of bank failure?   
 
The Dodd-Frank Title II Orderly Liquidation Authority (OLA) allows 
banks to recategorize depositors as “unsecured creditors” giving 
banks the capacity to use depositor (now “creditor”) funds as the 
bank’s funds in order to avoid insolvency.  It’s essentially a bank 
“bail-in” as opposed to a taxpayer “bail-out.”  The Dodd-Frank law 
does not make it clear if this applies to third-party account ONLY, 
or ALL BENEFICIARIES.  When you deposit funds in a bank, you 
are the beneficiary.  To find your bank’s agreement you can 
contact 833-GSI-GOLD and they will also send a Bank Failure 
Survival Guide and the FDIC sheet that needs to be filled out if/
when your bank fails. 
Read more at https://mnfan.org/wp-content/uploads/2021/10/
Dodd–Frank-Title-II-–-Orderly-Liquidation-Authority-law.pdf 
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3. Profitability and Financial Safety and Soundness 

1. Ask to see their governance documents

2. Ask for their financial statements

1. What % of deposits they loan locally vs. reinvesting in national/
international money markets, and

1. Who are their correspondent banks and other strategic 
relationships?

2. Has the bank been consistently profitable?

3. Do they show a strong base of equity, retained earnings or other 
financial reserves?

4. What and who is generating the profits of the bank and what are 
the potential risks associated with those profit flows?

5. Do the bank financials indicate a sustainable flow of business that 
would be sound even in difficult economic periods?

6. Would the bank be safe and sound in a scenario where we could 
not depend on FDIC deposit insurance?

7. What is the ratio of their loans to deposits? Do they have extra 
cash reserves above what is required by law? This shows a 
conservative "loan to deposit” ratio.

8. Does the bank avoid high risk financial practices such as too much 
debt and large derivative portfolios?

9. In the course of asking for recommendations, are there ever any 
instances of customers being delayed in accessing the cash in 
their account? Delays in getting your money out are a bad sign.

4. Evaluate Bank Leadership

1. Owners

1. Who are they?



2. Do they live in your community?

3. What is their reputation and experience?

2. Trustees/Governance

1. Who are they?

2. Do they live in your community?

3. What is their reputation and experience in banking, investments 
and the types of businesses, governments and other organizations 
that the bank serves?

4. Are they people of integrity and competence?

5. Do they represent a diversity of experience, knowledge and 
networks in the community?

6. Are they motivated and caring people?

7. Do they care about their business and are they proud of the 
principles operating in the bank?

8. Do they care about their customers and their colleagues?

3.  Management

1. Who are they?

2. Do they live in your community?

3. What is their reputation and experience?

4. Is turnover low?  

5. Evaluate Your Experience, Do Your Due Diligence

1. Think about how the branch manager responded to your requests

2. What is the spirit you feel when you walk into the bank?



3. Are the employees professional and proud of the organization that they 
represent?

4. Do a Lexis-Nexis search for the bank, the owners, the board members, 
and the bank management 


