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Today’s Speaker

50 Years in Banking
16 years as Chief Credit Officer / Commercial Lender
3,000+ Loan Reviews
~350 Capital Raise or M&A Due Diligences
David Ruffin Former Co-Founder of Credit Risk Management

ﬁgﬁ}g’gﬂ'it Prolific author and speaker on credit risk topics
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Affordable
Fintech

Solutions for
Real Bank
Problems.
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QwickRate”®

* Non-brokered Funding and Investing
+ DTC CDs, Other Fixed Income

IntelliCredit~

* Loan Review Services (by our experts)

Investments
(QwickBonds)

* Loan Review Tool (for your internal

team)

» Annual Review Tool
» Portfolio Analytics and more

QwickAnalyticse®

CECLSolver Compliance
Tool

* Credit Stress Test

Bank Research,
Performance Metrics and
Analysis
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This Conference
IS About YOU!

Let’s get started with
some Interactive
pOIImQ QwiokAnaly%iiégg

IntelliCredit~



What Do You /\
Think?

Q)
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How to Grow Loans

Q)
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Embrace SBA, FmHA and other
government guaranteed
Ioan programs







Give up on “all
things to all
people”—find
niches that you're
good at
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Look for quality borrowers where
spigots curtailed at larger banks

e
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Look for less traditional opportunltles—
not subject to ecommerce or rooted In
alternatlve Ilfestyles




Shed the reluctance to feed
deficiencies In the local supply
and demand dynamlcs




What Credit Trends /-\
Are Telling Us

Q)

IntelliCredit*
A division of QwickRate




GA Deposit Growth Trends: Banks <$10B

QwickAnalytics State Performance Trends Georgia

Deposit Growth Trends By

March 31, 2024

Q1 ‘24 Call Report Data

Median LTM Deposit Growth (%)

QCEI Banks by LTM Deposit Growth

Along with
concentrations, a
key factor in fueling
" your customers’
fear of a credit
crunch ahead!

QwickAnalytics®

InteLIiCredit'“

livision of QwickRate



GA Wholesale Funding: Banks <$10B

GA <$10B / Southeast* <$10B / National <$10B

WHOLESALE FUNDING/DEPOSITS
e GA QCBl == Southeast QCBI —i&— National QCBI
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QwickAnalyticse®
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National Loan Growth Trends: All Banks

Quarterly Change in Loan Balances
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GA Loan Growth Trends: Banks <$10B

Q1 ‘24 Call Report Data

QwickAnalytics State Performance Trends C;?n"l;;a
Loan Growth Trends

March 31, 2024

QCEI Banks by LTM Loan Growth

Vintages matter:

A weakened economy will
disproportionately penalize
credit quality from the most
recent bursts of growth!

QwickAnalytics™

Preferred Service
Provider

InteLIiCredit'“

livision of QwickRate



Trifecta of Loan Quality: Banks <$10B

Q1 ‘24 Call Report Data QwickAnalyticse

GA <$10B / Southeast* <$10B / National <$10B
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Trifecta of Loan Quality: Banks <$10B

ACL TO NPL HEH
——GA QCBI —#—Southeast OCBI —#&— National QCBI CQWiCk/ﬁ\l’)c’iﬂytiCS®
1200.0% acos Q1 24 Call Report Data

1100.0% 1

 For Community Banks:
ACL 1 19.3% YOY
(‘23/°23), but less than
larger banks

» All banks reserve
coverage ratio declined
due to non-current loans

1000.0% +
900.0% +
800.0% T
700.0% +

600.0% 1

500.0% T

400.0%

20-DEC 21-DEC 22-DEC 23-DEC 24-MAR Increased at pace
greater than provisions.
GA <$10B / Southeast <$10B / National <$10B Source: FDIC
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Other than consumer, delinquencies manageable

FRED /7 — Delinquency Rate on Credit Card Loans, All Commercial Banks

Percent

- Delinquency Rate on Business Loans, All Commercial Banks
— Delinquency Rate on Lease Financing Receivables, All Commercial Banks
— Delinquency Rate on Single-Family Residential Mortgages, Booked in Domestic Offices, All Commercial Banks

30-day Past Dues*

SF Mortgages: 1.69
Credit Cards: 3.10
Leases: 1.04

Business Loans 1.03

*Q4 23
Q12006 Q12007 Q12008 Q12003 Q12010 Q12011 Q12012 Q12013 Q12014 Q12015 Q12016 Q12017 Q12018 Q12019 Q12020 Q12021 Q12022 Q12023
Shaded areas indicate U.S. recessions Source: Board of Governors of the Federal Reserve System (US) fred.stlouisfed.org
£o ICBA ‘ ) .
it IntelliCredit™

A division of QwickRate



Loan quality metrics:

stronger in GA>$1B

Institution Type
Geographical Area
Report Date

30-89 Past Due Loans to Total Loans & Leases

Moncurrent Loans & Leases to Total Loans &
Leases

Nonperforming Assets to Total Assets

21 ICBA

Preferred Service
Provider

|AII Insured Institutions |

|AII Insured Institutions |

el |

| Georgia

|December 31, 2023 |
All Insured Institutions

Georgia
December 31, 2023
Assets Assets
Less Greater
All
Institutions s VLB
$1 $1
Billion Billion
0.36 0.64 0.29
0.63 0.64 0.63
0.47 0.47 0.47
Source: FDIC

ol |

|Natic-na|

'December 31, 2023 ~ |

All Insured Institutions
National
December 31, 2023

Assets Assets
All Greater
S Less Than
Institutions $1 Billion Than
%1 Billion
0.61 0.53 0.62
0.86 0.54 0.28
0.47 0.39 0.47

IntelliCredit”

A division of QwickRate



GA Performance Trends

VERY Positive to National Averages

Yield On Loans (%)

Cost of Funds (%)

Net Interest Margin (%)
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Fed Funds Rate (Last 10 years / Last 50 years

FRED -/ — rederal Funds Effective Rate

| / =L ast 10 Years

Percent
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What are Current /\
Credit Concerns—

especially CRE?

Q)
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Current Credit Landscape

Credit performance still good; only 11% of <$10B banks have NCO’s >10 bps

Post-booking servicing / monitoring needs improvement

Loan demand recently showing some more momentum

The bifurcated paycheck-to-paycheck consumer stress is growing

Small businesses feeing disproportionate rate pain

Regulators applying more scrutiny: heightened MRAs / focus on credit process

— ~$1.5T of CRE repricing ahead by YE ’25: inevitable drag on DSC'’s yet realized ——
e —

Smaller banks:;QﬁEﬁf’éBncerns mount: multifamily joining officein the spotlight!

S TN R TN A I B T A T L o . mory Bt o =

O
; . f
Provider IntelliCredit”
A division of QwickRate



Community And Regional Banks:

Commercial Banking Exposure

Smaller Banks Exposure to CRE Significantly Higher than Larger Banks
Higher CRE Exposures and Elevated Loan Growth Have Historically Been Correlated to Small Bank Failures

Percentage of Total Capital Share of Assets

@ CRELoans¥ofTotalAssets @) Shareof Industry Assets

325% 8 30.1% 5.6%

Bank Assets $1Bil.- 510
Bil

a 11.3% 0.2%

Note: CRE includes all owner occupied and construction CRETS
regulations.
Source: Fitch Ratings, FedFis.

FitchRatings

ICBA

Preferred Service
Provider

All CRE Exposure

SHARE OF CRE MARKET

BOMES ®investor-Driven  ® Private Equity Govt Agencies Binsurance ®int'lBanks S NstonalBanks ®Communty & Regonal Banks
2022 18%
2021 19% 9% 5% 12% 20%

2015 TO 2019 AVG.

Source: MSCI Real Capital Analytics

IntelliCredit”

A division of QwickRate



CRE Concentrations: Banks <$10B

Regulatory Guidance:
< 100% RBC

Q1 ‘24 Call Report Data*

Regulatory Guidance:
< 300% RBC

CON-DEV LOANS/RISK BASED CAP CRE/RISK-BASED CAP
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Other Concentrations: Banks <$10B

GA <$10B / Southeast <$10B / National <$10B

MULTIFAMILY / RISK BASED CAP C&I LOANS/RISK BASED CAP AG+FARM LOANS/RISK BASED CAP
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After Protracted Low Interest Rates . . .

Small business blues

In arecent survey, more than half of the small businesses that participated said that higher interest
rates led to increased debt costs

B Erfects of higher interest rates

Increased cost/payments on debt

Delayed expansion plans/capital
spending

Reduced customer demand
because of higher financing costs

Difficulty refinancing existing debt

Earning more on deposits

Higher interest rates are not
affecting the business

Source: Federal Reserve banks

--American Banker article, March 24

ICBA

E;ngeiéreerd Service |nte”icreditm

A division of QwickRate



Steps to Improve
Credit Process /
Monitoring,
Especially CRE
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31

More effective loan review starts here. . .

Public Data Non-Public Data

O,

Red Flags

Aggregate
Portfolio Trends

Loan
Level Detail

Enhanced
Loan Review /
Stress Test
Findings

Critical steps in
,. data analysis
that take you

from portfolio -

\

level trends to
loan-level detalil

Remember:

The external
stakeholders see a
target through the
lens of public (call
report) data.

Only with non-
public, idiosyncratic
loan data can you
discern the whole
story.

InteLIiCredit'“

livision of QwickRate



Most Fundamental Metric In CRE — Whatever The Type

Supply

Optimal
$ Value Lending

Challenging
Lending

Demand

Units Available IntelliCredit*



Cap Rates on the Rise!

US CRE Cap Rates
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Improving CRE Portfolio Management

* Deepen CRE concentration assessments (to include all material subsets)
* Improve econometric/market data on lending footprint

* Enhance portfolio analytics / MIS data

* Adapt policies / underwriting to sync with conditions

* Embrace multiple stress test modes

* Expand loan review

* Integrate with strategic and capital plans

* Communicate effectively with both Boards and Management

IntelliCredit"
A division of QwickRate



i:} Atlanta (Trends since Q1 08/ CREMI as of Q4 23)

Office: -1.20

CREMI Scores Over Time: All CBSAs

Source:
ATL Fed
CRE Market Index

ICBA
Preferred Service
Provider

Industrial: +0.60

CREMI Scores Over Time: All CBSAs

Retail: +0.40

CREMI Scores Over Time: All CBSAs

Multifamily: -1.40

Over Time: All CBSAs

Hospitality: +0.40

rer Time: All CBSAs
Scores. Colored Cicla = Indhidual CESA CREMI 5

CREMI Scor

InteLIlCredit'“

livision of QwickRate



Columbus (Trends since Q1 08/ CREMI as of Q1 24)

Source:
ATL Fed
CRE Market Index

ICBA

Preferred Service
Provider

Office: -0.40
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Loan Review: Emphasize Experience

Credit Analysis / Decisioning / R

* Utilize reviewers that have been
there / done that

view Pyramid

dm CQualitative

(Experience)
* The power of persuasion /
collaboration

* Companion with quality
documentation review

* Require bios during RFP process

* Recognize loan review is a key first
line of defense—an asset, not an

IntelliCredit"
A division of QwickRate



Look For Emerging Weakness

Remember the proven axiom: Early Detection = Fewer Losses.

Sample bias should be risk-based (in addition to the larger relationships).

» Low Pass risk grades

» Industry concentrations that you must defend—particularly CRE subsets
» Loans made out-of-policy

« Loans with slow payments

» Loans with high LTV's /low DSC's

» Loans breaking covenants

Materially impactful problem loans must now be subject to independent review!

S
e

InteIAIiCredit'“

division of QwickRate



Stress Test: Companion With Loan Review

. Top-Down
* Loan review arguably has the most .

“real-time” perspective of a borrower’s
current circumstance, off-setting risks  scenario Econometrc
of relying on potentially out-of-date ARabisis

Stress Test
initial credit underwriting data Sensitivity

P ter / :
arameter AnalySIS

Loan Level

* A sensitivity stress test on a subset Stress Test
portfolio, concurrent
ywth the brogder loan review, -
is a good faith attempt at a loan —_— —
level approach on a significant

60-6%% 10-79% B80-89%

. ov % e -63%
Concentratlon >1.75 50% 455% 38.0% 75% ; 0%
151x to 1.75¢ 19.0% 74.0% 53.0% 15.0% 15110 1.75x 0.0%
1.26% 0 1.50x 225% 58.0% 50.0% 12.5% 1.26x to 1.50x 5.0%
1.16% o 1.25% 75% 35.0% 17.5% 0.0% 1.16x to 1.25x 0.0%
101x to 1.15x 00% 5.0% 1.01x 0 1.15x 0.0%
39 ICBA <=10x 00% 0.0% <=1l 0.0%
Preferred Service Nt Cell data represent the volume of Ioans, as a percentage of total Note: Cell data represent the volume of loa sap entage of total
risk-based capital, that meet the LTV and DSC eritera for that cell.

Provider risk-based ¢ ptlmalmellh > LTV and DSC eriteri for that cell.



Stress Test: Companion with Loan Review

IV. COMPANION STRESS TEST FINDINGS

As a final step, for the 59 loans within the “Sensitivity” subsample with exposure totaling $140 255MM (10 2% of total portfolio exposure), IntelliCredit applied
a 20% downward adjustment to loan-level DSC ratios and a 20% upward adjustment to LTV ratios. The left table of Figure 6 shows “pre-stress” Tier 1
concentration levels whereas the right side of Figure 6 shows “post-stress” Tier 1 concentration levels.

Sensitivity Subsample Pre- and Post-Stress Findings 5 - i d e ntifyi n g

Pro-Rata Tier 1 Capital (Sensitivi 5 525,365,736 Pro-Rata Tier 1 ital (Sensitivity Subsample): 525,365,73
(allocable to Loan Review Sample)

— = e vie e E—— loans/borrowers

J0%-80% 8095-00% >80% Unknown LTV F0%-80% B0%-90% >00% Unknown LTV
Debt Service L
most at risk
>1.75x% 55.0% 0.0% 0.0% 0.0% 0.0% 20% downward DSC >1.75x 5.4% 25.9% 0.0% 0.0% 0.0%
1.51x to 1.75x 5.2% 11.0% 102.0% 85.2% 0.0% adjustment 1.51x to 1.75x 22.3% 0.0% 0.0% 0.0% 0.0%
1.26x% to 1.50x 17.8% 0.7% 17.0% 4.0% 0.0% +20% upward LTV | 1.26x to 1.50x 1.2% 0.0% 1.0% 90.2% 0.0%
1.16x to 1.25x 1.5% 38.6% 12.8% 29.5% 0.0% adjustment 1.16x to 1.25x 0.0% 2.1% 4.9% 110.9% 0.0% u n d e r StreSS '
1.00% to 1.15x 14.6% 0.0% .GH q 1.00x to 1.15x 13.9% 0.0% 3.9% .0% L
< 1.00x 90.0% 0.0% .0 <1.00x 81.0% 8.7% .0%
uUnknown DSC 49.7% 22% I Unknown DSC 7.4% 42.3%
*Percentages above represent the volume of loan exposure as a percentage of pro-rata Tier 1 Capital
COMMENTARY:

IntelliCredit's 09,/30/2023 loan review included a subsample of 59 "Sensitivity Analysis" facilities (a mix of Call Report Codes: 1A1/1A2 - Construction Loans, 1C2A - 1st Lien Residential Mortgages, 10
- Secured by Multifamily, and 1E - Secured by Commercial Real Estate. These 59 "Sensitivity Analysis” facilities reported total exposure of $140.255MM (10.2% of the Bank's overall exposure).

At current DSC/LTV ratios, the Bank reported 7 facilities with exposure of $8.985MM in the red highlighted fields where DSC < 1,15 and LTV was greater than 80%. After applying the 20% stress
adjustments ¢ DSC/LTV ratios, 24 of these "Sensitvity Analysis' facllines with exposure of $33.651MM were reported in the red highlighted "high-risk” categories. These 24 stressed facilines
accounted for 132,7% of the pro-rata Tler 1 Capital,

ICBA
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Not So Soon (Celebrating Rate Peaks). . .

History Shows Non-Performing Loans
Peak Two Years After Fed Rate Cuts
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Closing Thoughts
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But remember...

* The lesson of loan vintages (those made late in the credit cycle always
prove the most problematic)

* To ensure the proper yin and yang of lending production and risk
management, NOW

o Retain your lending talent
o Ensure the efficacy of your risk protocols

o Embrace technology (practical & affordable)

IntelliCredit"
A division of QwickRate



Not so soon (celebrating rate peaks)....

History Shows Non-Performing Loans
Peak Two Years After Fed Rate Cuts
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IntelliCredit”

A division of QwickRate

Loan Review and Credit Intelligence Solution

IntelliCredit Solution

G

Annual Review
(for use by your team)

Move to an automated
process that makes
annual reviews easy,
organized and repeatable
— with everything right at
your fingertips

&

Smart Loan Review™
(for use by your team)

Revolutionary online
solution that expedites
your entire loan review
process, making it simple,
retrievable online —

and fast

Portfolio Analyzer
(for use by your team)

Delivers insightful
analysis of your portfolio
and loan data so you can
detect risk earlier — no
need to build reports,
create spreadsheets or
hire consultants

&1

Smart Loan Review™
(performed by our experts)

Benefit from a smarter
loan review service that
uniquely combines deep
credit expertise and an
online, real-time portal —
SO you see progress and
results as they happen

Online. No installation. No software integration. SOC2 compliant.

ICBA
Preferred Service
Provider

IntelliCredit”

A division of QwickRate



@ Please Reach Out for any

|ntel|lCred|t Credit Portfolio Review Needs.
Also, Deeply Experienced in M&A / Re-Caps.

Real-time combo:

Loan Review / Portfolio Analytics

(P) 800.285.8626 ext. 4057
david.ruffin@intellicredit.com
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