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Disclaimer and Technical Notes

Disclaimer: The opinions expressed in this publication are those of the authors. Opinions are
intended only for informational purposes, and are not formal opinions of, nor binding on, the
Federal Reserve Bank of Richmond or the Board of Governors of the Federal Reserve System.

Technical Notes: This report is based upon preliminary data from 4Q 2020 and prior Consolidated
Reports of Condition & Income (call reports) as well as other bank examination sources, and
focuses on commercial banks headquartered in the Fifth Federal Reserve District (Maryland, North
Carolina, South Carolina, Virginia, West Virginia, and Washington, DC). Commercial banks with
total assets greater than $10 billion are excluded from the average calculations. Data in the
highest 2.5 percent and lowest 2.5 percent of values are also excluded to account for outliers.
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Credit Risk

Most lending categories
have an increased level
of exposure, namely

CRE, C&l, and Consumer.

Concentrations may
become a greater issue
as vacancy rates
increase or market
segments, such as travel
and leisure, deteriorate.
Given the financial
hardship caused by the
pandemic, consumer
debt, including
residential mortgages,
may be strained if the
hardship continues.

Top Risks Identified for 2020

Capital
Preservation

The industry has
entered this period of
uncertainty with a
larger capital base than
it had prior to the great
recession. Given the
nature of the pandemic
and the uncertain
forecast for the future,
we are encouraging
capital preservation
measures both to
support lending to your
communities but also to
account for any
increase in your risk
profile.

Fraud &

Consumer Harm

Fraudsters will seek
ways to exploit the
pandemic at the
expense of banks and
their customers.
Additionally, the
economic downturn
and the resulting

government
programs could lead
to situations where
unfair lending or
UDAP issues arise.

For full risk descriptions see Appendix

Cybersecurity

Security of sensitive
information has been a
top risk and the
pandemic has increased
cyber-risk. With more
remote work being
performed by
employees and vendors,
the possibility of a
breach via poorly
secured remote access
systems has increased.
Additionally, attackers
are using targeted
phishing schemes that
give the appearance of
legitimate coronavirus
related emails.




Summary of Community Banks

Community Banks by Charter Type in Nation
Count of Total
Charter Type Banks Assets
(in $bn.)
State Member Bank 696 $570.4
National 715 $562.8
Non Member Bank 2,861 $1,632.4
Total 4,272 $2,765.6
Community Banks by Charter Type in Fifth District
Count of Total
Charter Type Banks Assets
(in $bn.)
State Member Bank 50 $48.9
National 25 $23.8
Non Member Bank 114 587.5
Total 189 $160.3
Number of Banks by Charter Type in South Carolina
Count of Total
Charter Type Banks Assets
(in $bn.)
State Member Bank 0 S0.0
National 3 52.3
Non Member Bank 30 $19.3
Total 33 $21.7

Note: Structure as of 4Q 2020. Above charts include banks with assets less than $10 billion.



Earnings: Return on Average Assets

Return on Average Assets
(Total Assets less than $10B, 5% Trimmed Mean Values)
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Earnings: Net Interest Margin

Net Interest Margin
(Total Assets less than $10B, 5% Trimmed Mean Values)
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Balance Sheet: Asset Growth

Annual Change in Total Assets
(Total Assets less than $10B, 5% Trimmed Mean Values)
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Balance Sheet: Loan Growth

Annual Change in Total Loans and Leases
(Total Assets less than $10B, 5% Trimmed Mean Values)
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Balance Sheet: Loan Growth by Category

Annual Loan Growth
Percent change in aggregate loan balance from 2019 Q4 to 2020 Q4
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Non-Farm Non-Residential
Multi-Family Residential
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Credit Quality: Non-Performing Loan Ratio

Non-Performing Loans as a % of Total Loans
(Total Assets less than $10B, 5% Trimmed Mean Values)
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Note: Non-performing loans include 90+ past due loans and non-accrual loans.
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Credit Quality: Non-Performing Loan Growth by Category

Percent change in aggregate non-performing loan balances from a year ago
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Credit Quality: Allowance for Loan and Lease Losses to Total Loans

Allowance for Loan and Lease Losses as a % of Total Loans
(Total Assets less than $10B, 5% Trimmed Mean Values)
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Capital: Tier 1 Leverage Ratio

Tier 1 Leverage Ratio
(Total Assets less than $10B, 5% Trimmed Mean Values)

13

11 Am

’ eee—————="" XX

9

8

7 —SC B
= District

6 Nation i
- == PCA Well-Capitalized Guidelines

5

4

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

15



Capital: Total RBC Ratio

Total Risk-Based Capital Ratio
(Total Assets less than $10B, 5% Trimmed Mean Values)
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Liguidity: Net Nor Core Funding Dependence

Net Non-Core Funding Dependence
(Total Assets less than $10B, 5% Trimmed Mean Values)
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