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DATA DISPATCH
US banks' net charge-offs at multiyear highsin many loan segmentsin Q4 2023

Wednesday, February 28, 2024 8:01 AM ET

By Arpita Banerjee and Xylex Mangulabnan
Market Intelligence

US banks posted increased net charge-offs across several |oan categories in the 2023 fourth quarter.

The annualized commercia and industrial (C&1) net charge-off (NCO) rate rose 6 basis points quarter over quarter and 19 basis points year over year to 0.45%
in the quarter ended Dec. 31, 2023 — the highest level since 0.47% in the 2020 fourth quarter, according to an S& P Globa Market intelligence analysis.

The steepest increase — both quarterly and yearly — was seen in the credit card segment. The annualized NCO rate for the segment rose 58 basis points
quarter over quarter and 94 basis points year over year to 4.15%, the highest since 4.38% in the 2019 second quarter. The average net loss rate for the six
major credit card issuers rose 15 basis points in December 2023 to 2.08%, its highest point since 2.21% in August 2020.

Sequentialy, the annualized NCO rate for the multifamily segment rose by 9 basis points to 0.11% in the 2023 fourth quarter, the highest since 0.12% in the
2013 first quarter.
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Data compiled Feb. 13, 2024,

C&l = commercial and industrial.

Analysis includes US commercial banks, savings banks, and savings and loan associations; excludes nondepository trusts and
companigswith a foreign banking organization charter.

Met charge-offs by type are shown as a percentage of their respective loan type average balanca

Jther consumer loans are loans to individuals for household, family and other personal expenditures other than those that meet
the definition of credit card loan, auto loan, "loan secured by real estate,” or those for purchasing or carrying securities. Examples
include loans to purchase trailers, boats, furniture and appliances aswell as student loans and loans 1o pay medical expensas.
Data based on regulatory filings.

Source: 3&F Global Market Intelligence.

@ 2024 S&P Global.

Learn — Analyze commer cial real estate exposur e concentration data.
{é} —Download atemplate to compar e a bank's financials to industry aggregate totals.
More —Read some of the day'stop news and insights from S& P Global Market Intelligence.

2023 CRE NCO rate highest in 8 years
Banks continued to face distress in their commercial real estate (CRE) loan portfolios, with many seeing surging loan delinquencies and NCOs.

For full year 2023, the industry recorded NCOs of $3.74 billion for CRE loans, up about 868% from the $387.0 million posted for the full year 2022. CRE
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NCOs as a percentage of average CRE loans was 0.83%, a 74 basis point year-over-year increase and the highest since 2015.

In S& P Globa Market Intelligence's bank outlook survey conducted between Nov. 16 and Dec. 15 in 2023, about 45% of respondents expected lower credit
qudlity in their CRE loan portfolios over the next 12 months, up from 35.9% in the 2023 third-quarter survey and 31.2% in the year-ago survey.

CRE NCO ratios at US banks
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Diata compiled Feb. 19, 2024,

CRE = commercial real estate; MCO = net charge-off.

Analysis includes US commearcial banks, zavings banks, and savings and loan associations; excludes nondepositony trusts and
companigswith a foreign banking organization charter.

Commercial real estate loans include nenfarm and nonresidential loans far US offices.

Data based on regulatory filings.

Source: 5&F Global Market Intzlligence.

@ 2024 S&P Global.

Wells Fargo & Co. took the No. 1 spot on the list of top 20 US banks by CRE NCOs in the 2023 fourth quarter. The bank's CRE NCOs for the quarter
amounted to $367.0 million, or 1.7% of average CRE loans. Delinquent CRE loans represented 5.0% of the bank's total CRE loans.

"As expected, |osses started to materialize in our commercial real estate office portfolio as market fundamentals remain weak. The losses were across a number
of loans spread across various markets and were driven by borrower performance, lower appraisals were the result of properties or loans being sold at aloss,”
said Michael Santomassimo, senior executive vice president and CFO, in acal to discuss Wells Fargo's 2023 fourth-guarter results.

CIBC Bancorp USA Inc., asubsidiary of Canadian Imperial Bank of Commerce, took the second spot on the list, with CRE NCOs at $119.6 million in the
fourth quarter of 2023. The annualized CRE NCO rate for the quarter was 3.9%, an increase of 300 basis points compared to the year-ago period.
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Top 20 US banks by CRE NCOs, Q4 2023

Company (ticker)

Wells Fargo & Co. (WFC)

CIBC Bancorp USA Inc.

Capital Cne Financial Corp. (COF)

Bank of America Corp. (BAC)

LS. Bancorp (USE)

Santander Holdings US& Inc.

ME&T Bank Corp. (MTB)

TO Group US Heldings LLC

Citizens Financial Group Inc. (CFG)

PHC Financial Services Group Inc. (PHNC)
Truist Financial Corp. (TFC)

MNew ork Community Bancorp Inc. (NYCB)'
Geldman Sachs Group Inc. (GS)
Synovus Financial Corp. (SNV)

Citigroup Ine. ()

First Citizens BancShares Inc, (FCNC.A)R
JPMargan Chase & Co. (JPM)?

REC US Group Holdings LLC

Mew York Private Bank & Trust Corp.
KeyCorp (KEY)

Industry aggregate®

Data compiled Feb, 13, 2024,
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663,49
1684.97
208.28
523.28
222.41
5E1.60
535.36
1632
1,641.58
58.81
2.411.83
377
3.875.39
168.48
6.30
188.37
23,668.75
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3670
Nnee
122
1070
75.0
B4.7
Bé.4
574
561
547
510
415
350
30.2
300
77
270
241
23.4
2249
1,525.4

CRE = commercial real estate; NSO = net charge-off; M/A = not applicable.

Analysis limited 1o top-tier consolidated LS banks and thrifts; excludes nondepository trusts.

CRENCOs

CRE NCOs/average CRE

loans
YOY change
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Delinquent CRE
loans/total CRE
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3.4
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22
61
4.4
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3.3
29
1.2
1.5
9.4
09
5.0
3.0
11
11
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1.5
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' Mew York Community Bancorp Inc. purchased certain assets and liabilities of Signature BEridge Bank NA on March 18, 2023,
* First Citizens BancShares Inc. acquired certain assets and liabilities of Silicon Valley Bridge Bank NA on March 26, 2023,
*JPMorgan Chase Bank NA assumed substantially all of the deposits and purchased essentially all of the assets of First

Republic Bank on May 1, 2023,

*Represents ageregate data for US commercial banks, savings banks, and savings and loan associations; sxcludes

nondepository trusts and companies with a foreign banking crganization charter.

Delinguent loans include loans 30-plus days past dus or in nonaccrual status.

Data based on regulatary filings.

Tickers based on top-level entities' home country stock exchanges.

Source: 5&P Global Markst Intelligence.
@ 2024 S&P Global.

CRE loan delinquenciesincrease YOY

US banks' total delinquent CRE loans stood at $25.26 hillion as of Dec. 31, 2023, up 79.2% from $14.10 billion as of Dec. 31, 2022. The CRE loan

delinquency ratio increased 60 basis points year over year to 1.39%.

Among the top 20 US banks by CRE NCOs in the fourth quarter of 2023, New Y ork Pvt. Bank & Trust Corp. logged the highest CRE loan delinquency ratio

of 17.2%.
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CRE loan delinquency trends at US banks
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Data compiled Feb. 18, 2024,
CRE = commercial real estate.
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Analtysis includes US commercial banks, savings banks, and savings and loan associations; excludes nondspaositon trusts and

companigswith a foreign banking organization charter.

Commercial real estate loans include nenfarm and nonresidential loans far US offices.
Data based on regulatory filings as of Dec. 21 each year

Source: 3&F Global Market Intelligence.

@ 2024 S&P Global.

Most credit quality metrics worsen at US banks

Early-stage delinquencies, or loans and leases past due between 30 days and 89 days, increased 14.3% year over year to $67.79 hillion at Dec. 31, 2023.

Loans and leases past due 90 days or more aso increased by 37.2% to $22.98 billion.

NCOs as a percentage of average loans and |eases were at 0.65%, up 23 basis points from 0.42% in the 2022 fourth quarter.

Nonperforming assets as a percentage of total assets went up by about 6 basis points year over year to 0.46% at year-end 2023.
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Credit quality at US banks

Nonperforming assets
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Data compiled Feb. 13, 2024.

Q4 2023
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Arnalysis includes US commercial banks, zavings banks, and savings and loan associations, excludes nondspository trusts and

companieswith a foreign banking organization charter.
* Comparisons calculated out to two decimal places for all metrics.

Governmant-guarantesd loans are excluded.
Data based on regulatory filings.

Source: 5&P Global Market Intelligence.

@ 2024 S&P Global.

This article was published by S& P Global Market Intelligence and not by S& P Global Ratings, which is a separately managed division of S& P Global.

Licensed to aharasim@mibankers.com

Powered by S&P Global | Page 5 of 5



