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DISCLAIMER

Banking Watch

Quarterly Credit Quality Update

U.S. commercial banks have in large part recovered from the crisis, although the mortgage delinquency rate remains S|gn|f|cantly high at
8.6%. On the contrary, C&l and consumer delinquencies have actually fallen below pre-crisis levels. CRE asset quality remains healthy.

e Household deleveraging has slowed significantly as debt-service ratios reach historical lows. Despite the fact that income growth has not
gained much momentum, low interest rates have been somewhat of a relief for households trying to regain strength during the recovery.

Chart1 Chart 2 Chart 3
Breakdown of the Recent Data Commercial Bank Delinquencies (%) Commercial Bank Charge-offs (%) Real Estate Charge-Offs (%)
Commercial banks continue to make 12 e 25 -
strides toward healthy balance sheets, T Consumer - —Construction & Development
with delinquency and charge-off rates 1o ——Residentia 10 | —Residental — Home Equity Lines of Credit
faling throughout 2013, At the same —ca ~—Consumer 207 —muti-Famiy
time, confidence has increased and 8| —CRE 8 ——Nonresiden
both consumers and businesses feel 151
comfortable and willing to take on 6 6
more debt Interest rates and lending 10 -
conditions remain favorable for 4 4
borrowers, while improvements in 05
household finances are a positive for 2 2
banks searching for more qualified
individuals. 00

0 — T T T T T T
05 06 07 08 09 10 11 12 13 14 15 16 17 18

05 06 07 08 09 10 11 12 13 14 15 16 17 18

05 06 07 08 09 10 11 12 13 14 15 16 17 18

Source: BBVA Research

Source: BBVA Research

Source: BBVA Research

Chart 4 Chart 5 Chart 6
On the Horizon for Credit Quality Consumer Loan Standards (% banks) Household Debt-Service Ratios (%) Foreclosures and Affordability
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