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

The annualized commercial and industrial (C&I) 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 Global 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. 

Sequentially, 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. 

 

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 

– Analyze commercial real estate exposure concentration data. 
– Download a template to compare a bank's financials to industry aggregate totals. 
– Read some of the day's top news and insights from S&P Global Market Intelligence.
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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 Global Market Intelligence's bank outlook survey conducted between Nov. 16 and Dec. 15 in 2023, about 45% of respondents expected lower credit 
quality 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. 

 

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, losses 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 a loss," 
said Michael Santomassimo, senior executive vice president and CFO, in a call to discuss Wells Fargo's 2023 fourth-quarter results. 

CIBC Bancorp USA Inc., a subsidiary 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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CRE loan delinquencies increase YOY 

US banks' total delinquent CRE loans stood at $25.26 billion 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 York Pvt. Bank & Trust Corp. logged the highest CRE loan delinquency ratio 
of 17.2%. 
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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 billion at Dec. 31, 2023. 
Loans and leases past due 90 days or more also increased by 37.2% to $22.98 billion. 

NCOs as a percentage of average loans and leases 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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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


