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Disclaimer

The views expressed in this presentation are those of the 
presenters and do not necessarily reflect official positions of 
the FDIC. Some of the information used in the preparation of 
this presentation was obtained from publicly available sources 
that are considered reliable. However, the use of this 
information does not constitute an endorsement of its 
accuracy by the FDIC. This presentation and comments are not 
for attribution, quotation, or distribution.



This presentation and comments are not for attribution, quotation, or distribution. Not official position of the FDIC.

Economic Conditions
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Inflation Rate Has Eased From its 2022 
Peak but Remains Above Target
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Employment Growth Has Been Ticking 
Upward in Much of Southern California

2Q 2024, year-over-year change

El Centro 2.29%

Inland Empire 1.45%

Orange County 1.29%

Oxnard 1.10%

Los Angeles 0.89%

Bakersfield 0.88%

San Diego 0.65%

Sta. Barbara 0.57%

San Luis Obispo 0.00%
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Growth Has Been Uneven Across Southern 
California’s Job Sectors
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Population Growth in California Has Been 
Comparatively Weak
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Cumulative Outflows in Southern CA Have 
Been More Notable in Coastal Counties
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Office Vacancies Have Trended Upward, 
Particularly in Los Angeles
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Central Business District Office Vacancy 
Usually Exceeds Suburban Levels
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Some So. California Metros Had Notable 
Multifamily Construction Since 2019
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Multifamily Vacancies Increasing Among 
Most Southern California Metros
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Industrial Vacancies Are Increasing, but 
Generally Trail 2009/2010 Peaks
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Among Retail Properties, Malls Have Been 
Struggling More Than Other Types
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Office and Multifamily Property Prices 
Have Declined From Recent Peaks
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Southern California Home Prices Have 
Recovered Since Dipping in 2022/2023
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Price Increases Have Come at the Expense 
of Affordability

17



This presentation and comments are not for attribution, quotation, or distribution. Not official position of the FDIC.

Banking Conditions
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Quarterly Net Interest Income Ratios 
Stabilized and Overhead Ratios Moderated
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Quarterly Yields Improved During Second 
Quarter, Nearly Offsetting Funding Costs
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Deposit Competition has Been Stiff in 
Southern California

If Southern California were 
a state, it would have 
ranked 2nd highest for 

median cost of deposits
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Assets Tilt Heavily Towards Loans; 
Costlier Funding Sources Growing
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Unrealized Bond Losses Remained a 
Headwind but Not as Much as Elsewhere

If Southern California were a state, 
it would have ranked 2nd mildest for 

median net unrealized losses 
(also lowest for securities / assets)
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Median Annual Loan Growth Remained 
Modestly Positive
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Loan Delinquencies Edged Up, Similar to
a Nationwide Trend
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Key Banking Takeaways
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• Funding cost increases pressured margins. Rate 
cuts have historically led to margin compression. 

• Loan-to-asset ratios are very high in Southern 
California. Good for yields; bad for liquidity.

• Bond portfolios remain underwater.
• Loan performance slipped and faces headwinds:

o Inflation and economic uncertainty; 
o CRE valuation declines, operating cost increases, and 

refinancing risks amid very high CRE loan 
concentrations; and

o Credit availability and negative feedback loops.
o Provisions can be a big swing factor in profitability.
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Questions?
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