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Today’s Speaker

David Ruffin
Principal
IntelliCredit

678.797.4057
david.ruffin@intellicredit.com

51 Years in Banking

16 years as Chief Credit Officer / Commercial Lender
3,000+ Loan Reviews

~350 Capital Raise or M&A Due Diligences

Former Co-Founder of Credit Risk Management

Prolific author and speaker on credit risk topics
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Loan & Deposit
Growth /
Yields & Cost of
Funds
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CA Loan / Deposit Growth Trends: Banks <$10B

Q4 ‘24 Call Report Data

QwickAnalytics State Performance Trends California

Loan Growth Trends sanke

December 31, 2024

QwickAnalytics State Performance Trends California
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CA Wholesale Funding / Loans-to-Deposits: Banks <$10B

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

Q4 ‘24 Call Report Data
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CA Performance Trends <$10B

Generally Mixed to National Trends
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Early ‘25 Credit
Landscape &
YE ’24 Performance
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<t/ o Ratereductions?
=i/~ o Inflation reduction?

?\\ o Regulatory relief

» Euphoria appears higher at
C-suite than with lenders

« Creditis a “‘long game”



Recent Article

Recent article publistre d January 20, 2025. :

BANK CREDIT QUA LIty o

IS ALONG GAME |

- David Ruffin
- Principal, IntelliCredit

()

- InteliCredit

READ ARTICLE

Link to Bank Director article
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Economic indicators point to a strong
lending environment heading into 2025.
But bankers must also be aware of the
risks that are lurking.

Short-term rate reductions, declining
inflation or even the election results may
seem like boons to borrowers’ repayment
capacities and the broader lending
environment. However, we need to
acknowledge the inherent long-game
nature of banking and credit.

As we enter 2025, there are both
challenges and opportunities
related to credit quality.
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What's the Current Credit Landscape?

Post Great Recession, credit metrics remain relatively benign; however:

Irrespective of recent events (rates/inflation/political), credit remains subject to:

Rate and inflation shocks taking toll on many borrowers

Lenders’ negative sentiment on short-to-intermediate credit quality grows

More recent borrower risk downgrades seen than in a decade

Regulators heightened scrutiny: credlit processes and loan review

More demand for loan-level stress testing—/rrespective of asset size

CRE segment obsolescence is growing (feleconferencing / digital shopping / remote work)

Smaller banks’ loan growth almost all CRE / all other providers fleeing it! ——

We do business on Main—not Wall Street—Credit Remains a Long Game!
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Delinguencies highest in 5 years—consumers leading

FRED :+/ — belinquency Rate on All Loans, All Commercial Banks
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Trifecta of Loan Quality: Banks <$10B

Q4 24 Call Report Data QwickAnalytics®
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Trifecta of Loan Quality: Banks <$10B

CA <$10B / Pacific Coast <$10B / National <$10B
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For Community Banks:
ACL coverage | 52%
YOY in 24

All banks reserve
coverage ratio declined
due to non-current loans
increased at pace
greater than provisions.

Source: FDIC @
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Closing Thoughts:
Credit Quality is a
Longer Play
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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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In Conclusion

Q The Good:
* Reserves & capital cushions
« Some risk has left our space
* Overall job market resilience
+ Inflation abating
* Rates appear paused

T S0 FI T AN QU The Bad:
(0 Y ; ' « Smaller banks’ CRE exposure
VIETR] LR NG « Trailing NPL effects

« Segments of consumers struggling

A
Despite recent good econo ) e potential for trouble bank loan portfolio IntelliCredit

* Heightened regulatory scrutiny
* New focus on more robust
o loan reviews
2“ o wenesmer (i) (1) (%) o stress testing
" o portfolio analytics

: . . , _ * Avoid too many credit surprises
https://www.bankdirector.com/article/not-so-fast-bank-loan-quality-doesnt-track-with-wall-street-metrics/
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@] Please Reach Out for any

. ol Credit Portfolio Review Needs.
|nte”|Credlt Also, Deeply Experienced in M&A / Re-Caps.

Real-time combo:

Loan Review / Portfolio Analytics /
Loan-level Stress Testing

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