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Stressed Qut

Potential bank losses assumed in government tests:

$621 $60.3
billion billion

Commercial/ Residential Home Commercial Credit
industrial mortgage equity real estate cards

Percentage of each sector the Fed assumes will be lost:
8.0% 85% 11.0% 12.0% 20.0%

Notes: Cumulative loss assumptions are based upen the most sdverse stepario ovar a
twa-year poried, Banks included 1n analysis are 10 Bdargan Chase, Cihigroup, Bank of
America, 'Wells Farga, SunTrust, State Street, Kewplorp, USEancorp, Capital Ore Financial,
Bank af New fork Mellan, PNC Finandal Servines Group, Goldman Sachs, and BELT

Saurce: Westwead Capital




Figure 1.20. U.S. Loan Charge-Off Rates: Baseline
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Figure 1.30 Commercial Bank Loan Charge-Offs
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Table 1.3. Estimates of Financial Sector Potential Writedowns (2007-2010) as of April 2009

{In bilkions of U.S. dollars!

Estimated Writedowns
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- Nat’l Net Charge-off Rate for Banks Nearly |
_ Back to "90-'91 Levels... and Likely Rising _
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Cycle?
Calif. Noncurrent Rates -- Similar Now to '90s

CALIFORNIA Pct of loans that are 90+ day past due or on nonaccrual (%)
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Adj. avgs. (10% trim) for CA commercial banks, excluding
De Novos. C&LD=construction & land development

Outlook for CRE & Banking ...

~ CRE Property Values to Drop Sharply
[Peak-to-tiough Declines of 36% Expected for Office Sector

National Data - Index 2003 = 100
180 o e Drivers:
- Office === Industri %
== Mulli-Housing == Reiail CHBS market faliire

* Deleveraging - LTVs
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Capital Adequacy

Equity Capital-Asset Ratio 1990 - YTD 2008
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Equity Capital / Assets by Quintile*
State Chartered Commercial and Industrial Banks

As of December 31, 2008

Over 3 years of operation < 3 yrs ops.

Lessthan $100to $500MMto $2 Billion All asset
Asset Size $100MM $500MM  $2 Billion and More sizes Total
Number of Banks 23 95 43 22 47 230
First Quintile 16.1 191 124 12.9 55.1 306
Second Quintile 137 12.8 10.5 119 26.7 14.0
Third Quintile 125 11.1 95 10.8 203 1.7
Fourth Quintile 114 96 85 96 15.7 99
Fifth Quintile 9.9 83 52 84 127 76
Total 13.8 12.4 85 11.8 174 117

* Quintiles cf equal sizes are created by dropping off first the highest then the lowest ratio in each group until the number of institutions is divisible by 5.




Noncurrent Loans and Leases to Total
Loans and Leases
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—$— State banks =—m— National banks All California banks —e— All U.S. banks

Total Past Due Loans & Leases / Total Loans & Leases by Quintile*
State Chartered Commercial and Industrial Banks

As of December 31, 2008

Over 3 years of operation < 3 yrs ops.

Lessthan $100to $500MMto $2 Billion All asset
Asset Size $100MM $500MM  $2 Billion and More sizes Total
Number of Banks 23 95 43 22 47 230
First Quintile 73 9.3 11.1 8.1 6.1 10.4
Second Quintile 49 51 6.5 43 14 48
Third Quintile 36 29 43 29 02 2.8
Fourth Quintile 24 17 27 20 0.0 1.3
Fifth Quintile 0.2 03 1.1 1.4 0.0 0.1
Total 49 40 57 39 1.4 42

* Quintiles of equal sizes are created by dropping off first the highest then the lowest ratio in each group until the number of institutions is divisible by 5




Loan Loss Reserves vs. Noncurrent Loans
and Leases

Growth in Noncurrent Loans Outpaces Reserve
Growth - All California Banks
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Reserves for Loans/Noncurrent Loans & Leases by Quintile*
State Chartered Commercial and Industrial Banks

As of December 31, 2008

Over 3 years of operation < 3 yrs ops.

Lessthan $100to $500MMto $2 Biliion All asset
Asset Size $100MM $500MM  $2 Billion and More sizes Total
Number of Banks 23 95 43 22 47 230
First Quintile 7394 © 3797 2028 © w
Second Quintile 190.2 1849 96.8 118.0 ® 940.2
Third Quintile 88.7 85.1 58.1 82.5 © 96.6
Fourth Quintile 59.6 57.1 437 62.5 4033 58.1
Fifth Quintile 328 325 304 486 51.4 325
Total 676 66.4 59.8 73.0 1234 69.7

* Quintiles of equal sizes are created by dropping off first the highest then the lowest ratio in each group until the number of institutions is divisible by 5.




Commercial Real Estate Loans / Tier 1 Capital by Quintile*

State Chartered Commercial and Industrial Banks

As of December 31, 2008

Asset Size
Number of Banks

First Quintile
Second Quintile
Third Quintile
Fourth Quintile
Fifth Quintile
Total

Over 3 years of operation < 3 yrs ops.
Lessthan $100to $500MMto $2 Billion All asset
$100MM $500MM  $2 Billion and More sizes

23 95 43 22 47
5780 8057 1089.1 718.9 3384
4746 5691 7212 5739 2472
3922 4782 5118  469.7 180.1
3475 3635 4125 3802 137.2
1389 1877 2486 2520 60.7
3633 4555 506.7  383.9 168.3

Total
230

924.4
5393
4151
291.1
105.0
397.0

* Quintiles of egual sizes are created by dro pping off first the highest then the lowest ratio in gach group until the number of institutions is divisible by 5

Construction and Land Development Loans / Tier 1 Capital by Quintile*
State Chartered Commercial and Industrial Banks

As of December 31, 2008

Asset Size
Number of Banks

First Quintile
Second Quintile
Third Quintile
Fourth Quintile
Fifth Quintile
Total

Over 3 years of operation <3 yrs ops.
Lessthan $100to $500MMto $2 Billion All asset
$100MM $500MM  $2 Billion and More sizes

23 95 43 22 47
1678 2287 337.0 172.9 1146
1278 1420 179.8 117.5 64.3

853 91.2 114.9 67.2 40.1
538 52.7 68.0 403 171
10.8 1.2 18.2 17.8 1.4
88.6 96.3 134.1 90.8 499

Total
230

302.9
129.3
80.6
418
6.6
85.8

* Quintiles of equal sizes are created by dropping off first the highest then the lowest ratio in each group until the number of institutions is divisibie by 5.




Increase in Problem Banks

- Banks -
Percentage of Banks with Composite Ratings of 3, 4, or 5

2007Q1  2007Q2 2007Q3 2007Q4 2008Q1 2008Q2 2008Q3  2008Q4

H Percent of Licensees with Composite Ratings of 3, 4, or 5

Who Wins?
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Bank Stocks 1930s vs. 2007-2009

Percent Change
Peak to Current
Current Decline -78.51%:
1930's to this Pount -7809
Total 1930's Declaie -82.06
EBW Bank Index (2007 - Presem)
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