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YTD Provisions/Avg. Assets (% - Adj. Avgs. for District Commercial Banks)

Loss Provisions Soared in 2008

All commercial banks excl. De Novos; adjusted 
averages (10% trim), prelim 12/08 data First Glance 12L – Feb 2009 7
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Net interest income (te) / avg. earning assets 
(NIM)  (1-qtr. annualized %)

Effective fed funds rate
(quarterly avg. annualized %)

Thin NIMs Contributed to 
Operating Losses 
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Largest Contributors to Declining Profits in 2008
Chg (basis pts)

Bad / Good
20082007Full year ratios

1.70
0.74
3.47
4.60
0.32

-0.17
0.66
3.58
3.97
1.23

-63Net Interest Inc. / Avg. Assts.
11Overhead / Avg. Assts.

Loss Provisions / Avg. Assts. 91

Noninterest Inc. / Avg. Assts. -8
Pretax Net Op Inc./ Avg. Assts. -187

Increase in Provisions Was the Main Driver 
for Declining Profits; NIM a Close 2nd

Adj Avgs for All District Commercial Banks - %

All commercial banks excl. De Novos; adjusted averages 
(10% trim), prelim 12/08 data First Glance 12L – Feb 2009 9

LONG TERM TRENDS: Aggregate Nationwide 
Bank ROA Lowest Since 1987

Source: FDIC; FR NIC; FRBSF
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Aggregate National ROA (%) 
All-time peak: 1.4% (2003)

Post-Depression Low: 0.09% (1987)

All-time low: -0.77% (1934)

Note: When consolidated bank holding company data becomes available, we may see 
consolidated net losses in 2008 for the industry

Nation: 
0.20%

12th Dist*: 
0.22% 

2008 ROAs
(preliminary)

12th Dist: excludes all 
industrial banks; adjusted 
for banks with legal 
charters in a different 
District from their true 
administrative HQs
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Will this Cycle Look like the CA Bank 
Experience in the ’90s for Dist Banks?
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Current District Early '90s CA avg Early '90s CA 25th pctl

All commercial banks excl. De Novos; adjusted 
averages (10% trim), prelim 12/08 data

1-Qtr Avg. ROA (%) – Mapping 1991 to 2008, etc.

…if so, we may see 3 more years of earnings stress

The CA bank average and 25th pctl ROA from 4q1991 are mapped against the District bank average ROA of 4Q2008, 
4Q1992 is mapped against 4Q2009, etc.  During down cycles, ROA tends to be cyclical, with the strongest performance 
in first quarters and weakest in fourth quarters.  A pattern similar to the early 1990s is possible during this down cycle.
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3.2%WA

4.2%AZ
4.0%UT

Noncurrent 
Rate - All Loans

NV 4.3%

OR 3.4%
AK 3.2%

CA 2.6%
ID 2.2%
HI 1.6%

Dist 3.1%

District Noncurrent Rates at Record Highs, 
Driven by C&LD Loan Deterioration

Adj. avgs. (10% trim) for all 12th District commercial 
banks, excluding De Novos; prelim 12/08 data 
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All District Loan Quality Metrics 
Have Surpassed 1992 Highs

Past Due Loan Rate 
(includes 30-89 day PDs)

Avg. District Bank Loan Quality Metrics (%)

1.331.59 (’99)NV

0.951.14 (’93)CA

0.430.91 (‘98)HI
0.620.30 (’02)WA
0.850.26 (’02)OR
0.940.43 (’92)ID

2008Prior peak

Avg. NCO rates (%)

0.80 (’92)

0.47 (’96)

0.92 (’92)

1.72 (’02)

0.41Nat
0.98Dist

0.39AK

1.31AZ

1.45UT

Adj. avgs. (10% trim) for all 12th District commercial 
banks, excluding De Novos; prelim 12/08 data 

Net Charge-Off Rate

Noncurrent Loan 
Rate

New recent avg net charge-
off highs: AZ, ID, OR, WA

Red: > 1%; Yellow 0.5%-1%
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Aggregate Nat’l Net Charge-off Rate 
Highest since ‘91

Sources: FDIC; FR NIC; FRBSF
* Notes on 12th Dist adjustments – see long term ROA chart
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Nation: 1.28%

Post-Depression peak: 1.6% (1991)

All-time high 3.4% (1934) 12th Dist*: 
1.39% 

2008 NCO rates
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Note: Averaging produces understated results for narrow NCO categories like C&LD loans (due to many 
banks having zero NCOs in that category), so usually, aggregates are better to reflect trends. But in 2008, 
C&LD losses have been so broad-based, that the average NCO rate also shows a sharp upward spike.

Data for all commercial banks; prelim 1208 data; 
averages are trimmed means, excluding de novo banks

District Construction NCO Rates Have Spiked 
Aggregate Rate Approaching Peak; Average Rate at Record High, Reflecting 

Breadth of Problems Across the District

District Bank C&LD Loan Net Charge Off Rates – Aggregates vs Averages (%) 
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OREO Started to Climb as Foreclosures 
Picked Up
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All commercial banks excl. De Novos; adjusted 
averages (10% trim), prelim 12/08 data
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District Bank ALLL Coverage of Nonaccruals 
Dropped Below Early-1990s Levels
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ALLL coverage of total loans  
improved since 2006  (%)

Data for all commercial banks; prelim 1208 data; 
averages are trimmed means, excluding de novo banks First Glance 12L – Feb 2009 17
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$ Billion in Loans on District Bank Balance Sheets

12th District Banks Reduced C&LD Loan Balances for 
3 Successive Quarters 

(due to charge-offs + curtailed originations - based on a panel of banks with assets<$25B)

Source: Call Reports; based on a “panel” of all commercial banks 
that existed over the period and currently have assets < $25B

C&LD loans are down 
11% from peak in Mar-08
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Adj. avgs for all 12th District commercial banks; owner occupied 
portions are excluded from CRE loans; CRE ratio averages 
excluding owner occupied loans are estimated prior to 2008
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 construction & land devel.
 total cre (excl. owner-occupied)

CRE Loans / Total Capital (%)

137%260%AZ

80%261%CA

147%313%NV

State
Total 
CRE C&LD

WA 326% 166%

OR 296% 136%

UT 247% 186%

HI 234% 53%

ID 206% 127%
AK 89% 60%

Shaded: state avg exceeds 
supervisory screen 
indicating cre concentration

District CRE loan concentrations are receding 
after sharp growth from 1995 - 2007
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Balance Sheet Liquidity Keeps Tightening
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Net Noncore Funds Dependence (adj avg %)

This ratio measures the 
degree to which bank are 
funding longer-term 
assets (loans, securities 
that mature in more than 
one year, etc.) with non-
core funding such as 
brokered deposits, CDs 
greater than $100,000, 
and borrowed money

All commercial banks excl. De Novos; adjusted 
averages (10% trim), prelim 12/08 data
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Brokered Deposit Dependence Has Surged
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12L Banks: Brokered Dep./Deposits (adj avg. %)

Potential Issues:
 Out-of-area deposits 

can be volatile 

 May fund excessive 
growth

 Historical correlation 
with CAMELS 
downgrades

 Banks face limits when 
falling below well-
capitalized

All commercial banks excl. De Novos; adjusted 
averages (10% trim), prelim 12/08 data First Glance 12L – Feb 2009 21

Steep Climb in Loan-to-Deposits Ratio 
Halted in 2008
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All commercial banks excl. De Novos; adjusted 
averages (10% trim), prelim 12/08 data
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Despite a Difficult Year, Avg Bank Capital Ratios Declined 
Just Modestly; Banks Receiving TARP Capital Boosted Ratios
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Total Risk Based Capital Ratio

Tier 1 Leverage Ratio

Avg: 9.8

Avg: 14.3

While some 80 District institutions received TARP 
capital by mid-February 2009, just 43 commercial 
banks had received TARP-related capital injections 
(directly from Treasury or via parent holding 
companies) by year-end 2008, and are included in 
these statistics

Data includes all commercial banks excl. De Novos; 
adjusted avgs (10% trim), prelim 12/08 data

Avg. Capital Ratios of TARP Banks 
Compared to All Other Banks

9.3%12.4%9/08

10.5%13.7%12/08

9/08

12/08

Date

10.9%13.9%
All other banks

Commercial banks 
by TARP / no-TARP

Tot RB 
Cap 

Ratio

Tier 1 
Lev. 
Ratio

43 Banks that 
Received TARP  
capital by YE08

14.0% 10.9%     
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 We’re in a significant recession with further stress expected 
on employment, consumption and business profits

 Based on past recessions, bank credit losses are likely to be 
relatively high in all categories for the next 1-3 years
 Residential construction & development loan quality likely will remain the 

worse-performing loan type over this cycle

 But rising loss rates are expected in most if not all other loan categories 

 Profitability, asset quality, and capital are likely to come 
under further pressure over the next year or so…but,
 TARP capital has provided a strong capital cushion for many institutions, 

and most Western banks began this cycle better capitalized than banks 
were in the early 1990s

 The breadth and extent of government support and actions will help to 
moderate the negative impacts of this credit cycle

Summary & Outlook 




