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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’ﬂt Prolific author and speaker on credit risk topics

S

678.797.4057
david.ruffin@intellicredit.com
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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

e Credit Stress Test

Bank Research,
Performance Metrics and
Analysis



What is Your Role & /-\
What Do You

Think?
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This “Exchange”
Is About YOU!

Let’s get started with
some Interactive
polling... QwickAnalytios:

IntelliCredit~



What Credit Trends /-\
Are Telling Us
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Deposit Growth Trends: Banks <$10B

QwickAnalytics State Performance Trends California

Deposit Growth Trends Banks

December 31, 2023

Q4 ‘23 Call Report Data

Median LTM Deposit Growth (%) QCBI Banks by LTM Deposit Growth
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Along with
concentrations, a
key factor in fueling
your customers’
fear of a credit
crunch ahead!
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CA Wholesale Funding: Banks <$10B

CA <$10B / Pacific Coast <$10B* / National <$10B

WHOLESALE FUNDING/DEPOSITS
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Trifecta of Loan Quality: Banks <$10B

Q4 ‘23 Call Report Data QwickAnalyticse
CA <$10B / Pacific Coast <$10B* / National <$10B
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Trifecta of Loan Quality: Banks <$10B

ACL TO NPL
tpe CA QCB| == Pacific Coast QCBI —— National QCBI
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Loan quality metrics: stronger in CA

All Insured Institutions
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Fed Funds Rate (Last 10 years / Last 50 years

— Federal Funds Effective Rate

4
1 Aug 2013: 0.08
o
: 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
_ﬁ__,d—-\.,y_/J\k,_/va\Lf'W 2010 [ 2020 E

/ — Federal Funds Effective Rate

Source: Board of Governers FRED

200

Percent
=

Last 50 Years & -

1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

ICBA

Preferred Service
Provider

aded areas indicate U.5. recessians. Source: Board of Governors of the Federal Reserve System (US) fred.stlouisfed.org o

A QIVISIon oT WWICKHare



13

CA Performance Trends

Mixed to National Averages

Yield On Loans (%)

Cost of Funds (%)

Net Interest Margin (%)
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Texas Ratio: Banks <$10B

Q4 ‘23 Call Report Data QwickAnalyticse
CA <$10B / Pacific Coast <$10B / National <$10B
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CA Loan Growth Trends: Banks <$10B

Q4 ‘23 Call Report Data

QwickAnalytics State Performance Trends California

Loan Growth Trends

Median LTM Loan Growth (%)

Banks
December 31, 2023

QCBI Banks by LTM Loan Growth

= [ational Trend

*LTM = Lasf 12-months (or "trailing” 12-months)

ian LTM Loan Growth by Asset Size (%)

QwickAnalytics™

Vintages matter:

A weakened economy will
disproportionately penalize
credit quality from the most
recent bursts of growth!
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National Loan Growth Trends: All Banks

Quarterly Change in Loan Balances

S Billions i Quarterly Change (Left Axis) —12-Month Growth Rate (Right Axis) Percent
- 15
400 -
3oo< > 10
200
S
100 -
0 -0
-100 -
- 5
-200
-300 - -10

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

16 purce: FDIC.

InteLIECredit'“

livision of QwickRate



Consumer stress / delinquencies on the rise...

FRED ~£¢ — Delinguency Rate on Consumer Loans, All Commercial Banks
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What are Current /\
Concerns?
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Current Credit Concerns

Credit performance metrics still good, but stress always trails public data.

Initial underwriting is stellar; post-booking servicing / monitoring is not

Loan demand moderating, but recent vintages require monitoring.

Despite our commercial focus, foolish to dismiss growing consumer stress

Regulators ARE applying more scrutiny; more MRA's seen

~$2T of CRE repricing ahead by YE '25; what’s the impact?

— But, for commercial bankers, it appears to be: /t's about CRE stupiad!
.

¥
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So, Let's Look /\

Specifically at CRE
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CRE Concentrations: Banks <$10B

Regulatory Guidance: Q4 ‘23 Call Report Data* Regulatory Guidance:
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Other Concentrations: Banks <$10B

CA <$10B / Pacific Coast <$10B / National <$10B
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Community And Regional Banks:

Commercial Banking Exposure

CRE Holdings (Excluding Multifamily) All CRE EXpOSUFG

SHARE OF CRE MARKET

BOMES ®investor-Driven  ® Private Equity Govt Agencies Binsurance Bint'lBanks B NstonalBanks ®Communiy & Regonal {‘.‘m\/

0% % 15% %

= Community and Regional Banks National Banks 2021 _ 9% 5% 12% 20%

Source: Federal Reserve H.8 Data - April 2023

2015 TO 2019 AVG. 3% u% ™ 16% 17%

Source: MSCI Real Copital Analytics
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CRE Lending (% Of Assets):

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

@ creloznssofTotalAssets @) Shareof Industry Assets Yellen expeCts bank 'Stress' due to
commercial real estate losses

By Claire Williams February 08, 2024, 2:59 p.m. EST 4 Min Read

Yellen said that the largest banks' exposure is quite low, but "there may be smaller banks that

are stressed by these developments.”

AMERICAN BANKER

Goldman Sachs recently estimated that if
all S&P 500 companies refinanced at
current rates, “29% would be

10%
5%
0 11.3% 0.2% 26.9%

Bank Assets < 3100 Mil.  Bank Assets 5100 Mi

Pk Assets $10Bil. - 5250 Bank Assets » 5250 Bil.
Bil. i

51 BankAssets $1Bil.- 510
i Bil.

Bil.

Mote: CRE includes all owner occupied and construction CRE loSgaTotzl capital incluggdl Tier 1 and Tier 2 capital per definitions under U5,

s unprofitable.
Source: Fitch Ratings, FedFis.
24FitchRatings % Share
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All Four National Regulators Send

PRESS RELEASE / June 29

2023

Inter-Agency Guidance
Policy Statement on
Commercial Real Estate
Loan Accommodations
and Workouts

IF within basic safety & soundness protocols,
examiners will not:

o criticize financial institutions adopting
CRE workout plans and short-term
accommodations; and

o automatically downgrade loans to
“Substandard or worse” solely due to
declining RE values, and borrower
objectively is not deemed to be beyond
ultimate repayment capacity.

IntelliCredit"
A division of QwickRate



All Four National Regulators Send

PRESS RELEASE / June 29

2023

Inter-Agency Guidance
Policy Statement on
Commercial Real Estate
Loan Accommodations
and Workouts

Other Highlights include guidance on:

« Short-term accommodations
* Loan workout programs
* Long-term workout arrangements

» Classification of loans, relative to:
o Loan Performance
o Renewals/restructurings
o CRE dependent on sale of collateral
o Classifications & treatment of accrual status

The guidance makes no changes in regulatory
reporting and accounting protocols.

InteLIiCredit'“

livision of QwickRate
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How Investors are
Viewing Credit
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Heightened Credit Concerns / Erosion of Market Share

What are Investors Thinking?

Investors are Concerned About Earnings and Industry Pressures - Will Credit Replace Margin? S . .
ource. Tom Michaud, CEO KBW
Healthy Balance Sheets & Attractive Valuation Earnings and Industry Pressures

KEFFE, BRUYETTE & WOODS

A Stifel Compaay

Attractive
Valuations
Non-Banks Also Have Leading Market Share
Strong Worst Case
Balance Sheets Off the Table N—o—" Non-Bank Share of Credit Outstanding (%)
November 00%
./ Election
B0% 79%
T0%
62%
60% 58%
50% 50%
40%
30%
20%
PR R AP PSS SRRl 33 @Paonoasosossonnan 2R N
e e R R I B R T - T I R T R T R R R - O - )
= Consumer Credit = Residential Family =—CRE = Commercial (ex-CRE)
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$’s, not #'s, dominate recent failures / Divergency in “marks”

BANKING INDUSTRY 2023 WOESsS — U.S. BANK FAILURES SINCE 2001

Citizens Bamnk:
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L e
Heartland Tri-State Bank: 540
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D:J 24 Other Banks Silicon Valley Bank: | 0O E
= $66.6 Billion $209.0 Billion 100 =
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= 5
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50 v}
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- Assets (B3B) Bank Failures

s |

Fodarst Deposit fnsurance Coporstion (Bank Faiues in Brief - 2023); Asset dollar amooants based on spprosdmate Sgunes in press relesses: SEF Copits) 10 Pro

Average marks (discounts) in loan due diligences last two years:
* Loan Portfolio Credit Marks ~1.5%

. - o HOVDE
* |oan Portfolio Gross Interest Marks ~3.5% GROUP
’ Source: Curtis Carpenter, Hovde Group, LLC In‘ce[]jj()reditw
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Closing Thoughts
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Not so soon (celebrating rate peaks)....

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

$58,557,142 6.003
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=
v;§3'1,451 it
) L - QwickAnalyticse
o 34,532,478 35,007,473 365 3
= \. o
= s0his4/602 30:090,735 7
£ $29,278,571.45 1 e 3.00% 3
3 24,587,889 'Y 24 A
3 \ 221378.231 222 218 >
= | / B
18,550,675, PRI CES & .
Wesssass 174 QCBI .
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In conclusion

o Paiigs 0 S The Good:

,(i\\

Q)
Despite recent good econo e e potential for trouble ba oan portfolio: 1rv(eIIiCre_dit °

L — 008

https://www.bankdirector.com/article/not-so-fast-bank-loan-quality-doesnt-track-with-wall-street-metrics/

ICBA
Preferred Service
Provider

Reserves & capital cushions
Some risk has left our space
Overall job market resilience
Inflation abating

Rates appear paused

METR —rtl The Bad:

Smaller banks’ CRE exposure
Trailing NPL effects
Segments of consumers struggling

Heightened regulatory scrutiny

New focus on more robust

o loan reviews

o stress testing

o portfolio analytics  IntelliCredit"

A division of QwickRate


https://www.bankdirector.com/article/not-so-fast-bank-loan-quality-doesnt-track-with-wall-street-metrics/

@ 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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