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A Closer Look at Constructing the Approved List
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2008 Global Financial Cirisis

Act 1 Act 2 Act 3 Act 5
The Boom Cracks Appear The Collapse Recovery & Reform
2001-2006 2006-2007 2008 2009

Lehman Brothers fails Dodd-Frank Act (2010)

Credit markets freeze Markets stabilize

Stock market plunges Economic recovery
Banks stop trusting each other Lessons learned

Low Interest Rates
Subprime Lending
Housing Prices Rise

Defaults Increase

Housing Prices Fall

S&P/Case-Shiller Index  subprime Delinquency Rates S&P 500 Index Unemployment Rate S&P 500 Index
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“Excessive risk-taking, a housing bubble, complex financial products, and the sudden loss of trust
turned a housing downturn into a global economic crisis”

Sources: Federal Reserve, Bloomberg Finance L.P., S&P Dow Jones Indices, and Encyclopedia Britannica 4
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The Panic of 1907

Act1
Building Pressures
1901-1906

Rapid industrial growth
High Tariffs
Trusts and stock
promotion

Jun-1900
Dec-
1900
Jun-1901

Dec-

>
0

—
—

1901

Act 2 Act 3 Act 5
Sparks of Panic Crisis Intensifies Reform & Legacy
Aug-Oct 1907 Oct-Nov 1907 1908 and Beyond

Knickerbocker Trust Co. Runs on trust companies

fails and banks
Stock prices fall Major firms struggle to get
Call loans scarcity financing
Trust in banks fall Fear spread

National Monetary
Commission created
Federal Reserve System
created in 1913
Calls for elastic currency

Dow Jones Industrial Average
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Sources: Federal Reserve, Bloomberg Finance L.P., S&P Dow Jones Indices, and Encyclopedia Britannica
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Evolution of the U.S. Banking System

1791-1811
First Bank of the United States

’ Source: Federal Reserve

1816-1836
Second Bank of the United States

1836-1913
No Central Bank

Panic of 1837
Land speculation
Credit Bubble

Panic of 1857
Western Land Bubble
Overbuilding of railroads
Ohio Life Insurance and Trust Company Collapse

1863
National Banking Acts of 1863 and 1864
Federal Banking Charters
Single National Paper Currency

Panic of 1873
Bankruptcy of Jay Cooke and Company
Economic depression until 1879

Panic of 1893
Philadelphia and Reading Railroad Bankruptcy



Evolution of the U.S. Banking System

Panic of 1907
- Failed Corner of the Market for United Copper Co.
- Knickerbocker Trust Company Run

’ Source: Federal Reserve

1913
Federal Reserve Created

1929-1939
- Stock Market Crash
- Great Depression
1932 - Federal Home Loan Bank System
1933 - Federal Deposit Insurance Company
1938 - Federal National Mortgage Association

1986-1995
- Savings & Loan Crisis
- High Inflation
- Rapid Deregulation
1995 - Riegle-Neal Act of 1994

2007-2009
Global Financial Crisis
Collapse of U.S. Housing Bubble

2023
Regional Bank Failures
Silicon Valley, Signature, and First Republic Banks



New Charters vs. Failures

FDIC Insured Institutions New Charters vs Failures

mNew Charters mFailures
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FDIC Insured Commercial Banks and

Branches

FDIC Insured Commercial Banks and Branches
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Efficiency Ratio, by Asset Size

Efficiency Ratio, by Asset Size

85% +
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1984 1987 1990 1993 1996 1999

Assets >$250bn Assets $10bn-5$250bn

Source: Barclays Capital Bank Equity Research and FDIC

2002

2005 2008 2011 2014 2017 2020 2023 2026

Assets $1bn-$10bn

Assets $100mn-$S1bn

Assets <$100mn
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U.S. Banking System Assets Distribution

U.S. Banking System Assets Distribution ($ mm)
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30,000,000

25,000,000

20,000,000

15,000,000

10,000,000

5,000,000

4Q0
2Q0
4Q0
2Q0
4Q0
2Q0
4Q0
2Q0
4Q0
2Q1
4Q1
2Q1
4Q1
2Q1
4Q1
2Q1
4Q1
2Q1
4Q1
2Q1
4Q1
2Q1
4Q1
2Q1

j Source: Federal Reserve 11



Banks’ Total Assets by Cohort

Bank %Total System Assets by Cohort

— | arge Banks %Total Assets = Small Banks %Total Assets Foreign Banks %l otal Assets
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U.S. Banking System CRE %Total Loans

Source: Federal Reserve
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CRE Exposure by Cohort

U.S. Banking System CRE Exposure by Cohort ($ mm)

B CRE - Large Banks  m Construction - Large Banks CRE - SmallBanks  m Construction - Small Banks
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CRE %d.oans - Small Banks
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Total CRE Loans %Total Equity

Total CRE Loans %Total Equity

= CRE %&Equity - Large Banks = CRE %Equity - Small Banks
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Loan Loss Reserves %Total Loans

—— LLR 9%Total Loans - Small Banks

LLR %Total Loans - Large Banks
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U.S. Banking System Equity %Assets

U.S. Banking System Equity 7%Assets
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CRE Total Delinquencies

CRE Total Delinquencies - All U.S. Commercial Banks
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Delinquency Rates by Loan Category
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Delinquency Rates by Loan Category - All U.S. Commercial Banks
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Annudlized Net Charge-off Rate

Annudlized Net Charge-off Rate All Commercial Banks
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Net Charge-off Rates by Loan Category

Net Charge-off Rates by Loan Category - All U.S. Commercial Banks
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U.S. Banking System Balance Sheet Composition ($ bn)

—— Total Deposits Total Assets

—— Real Estate —— Consumer —— Total Loans

— C&I

9z-uer
| gz-uer
' pg-ueg
' gz-uer
| zz-uer
| Tg-ueg
| 0z-uer
' 6T-uer
' gT-uer
- /T-uer
91-ue(
GT-uer
| pT-uer
eT-uer
| ZT-uer
| TT-uer
' oT-uer
| 60-uer
' go-ueg
- £0-uer
- 90-uer
| go-uer
| p0-uer
- £0-uer
| z0-uer
| 10-uer
" 00-ueg
' 66-uer
' g6-uer
- /6-uer
' 96-ueg
' g6-uer
b6

30,000

25,000

20,000

15,000

10,000

5,000

-uer

23

Source: Federal Reserve

9



O
;=
-ﬂu

c

O
e
2

=
O

(7¢)

c

O

(o)
p— |
od
O

U.S. Banking System C&I Loans Outstanding ($ bn)
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Total Deposits (S bn)
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The views expressed within this material constitute the perspective and judgment of U.S. Bancorp Asset Management,
Inc. at the time of distribution and are subject to change. Any forecast, projection, or prediction of the market, the
economy, economic trends, and equity or fixed-income markets are based upon current opinion as of the date of issue
and are also subject to change. Opinions and data presented are not necessarily indicative of future events or expected
performance. Information contained herein is based on data obtained from recognized statistical services, issuer reports
or communications, or other sources, believed to be reliable. No representation is made as to its accuracy or
completeness.

PFM Asset Management serves clients in the public sector and is a division of U.S. Bancorp Asset Management, Inc.,
which is the legal entity providing investment advisory services. U.S. Bancorp Asset Management, Inc. is a registered

investment adviser, a direct subsidiary of U.S. Bank N.A. and an indirect subsidiary of U.S. Bancorp. U.S. Bank N.A. is not
responsible for and does not guarantee the products, services, or performance of U.S. Bancorp Asset Management, Inc.

NOT FDIC INSURED : NO BANK GUARANTEE : MAY LOSE VALUE
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