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Storm Clouds Continue to Build while Commercial Credit Quality Continues Remarkable Run
Commercial loan performance and credit quality remained sound through March 2022. Early stage delinquencies—
defined as loans past due 30-59 days—remain extremely volatile, spiking to 0.64% through March from 0.33% at the
end of February. This continues a trend we have seen for two years now, triggered first by the pandemic and then
continuing as the economy reopened in fits and starts and continues to work through various imbalances. Some key
indicators of credit risk are showing signs of normalization, such as levels of criticized loans. Other measures such as
charge-offs remain near historic lows, and should also begin to normalize as economic growth slows to more normal
levels and persistently high inflation takes a toll. Inflation may be showing signs of peaking as prices for gasoline, used
cars, and freight have moved lower. The core CPIl index rose 0.3% month over month in March, easing from 0.5% the
prior month. While the odds of a medium term recession have increased the underlying economy remains quite strong.
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The historical nonaccrual performance for the current five C&I Nonaccruals by Industry — Historical Dispersion
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Why RMA and AFS?
RMA and AFS are committed to providing relevant, timely, and practical credit risk solutions to banks. Combining the strengths of each to offer information
and insight, RMA and AFS are ideally situated for collaborations aimed at identifying and responding to the credit risk needs of financial institutions.
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