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C&I Loan Quality Pristine, Commercial Real Estate Worth Watching Entering a Year of Heightened Uncertainty

Overall bank commercial credit quality remained sound through year end 2022. Levels of regulatory criticized loans —
loans rated either special mention, substandard, doubtful, or loss — registered 4.5% and 6.6% for C&I and CRE loans,
respectively, down from 5.8% and 7.4% from the year-ago period. C&I short-term delinquencies remain well contained,
with loans past due one payment near historic lows at 0.22%. We continue to track CRE loan performance closely. Total
past due and nonaccrual CRE loans represented 1.8% of total CRE loans at year end, an increase of 34% in the fourth
quarter and about 15% above the three-year rolling average. A softening economy entering 2023 will lead to further
normalization of credit costs, with consensus projections calling for a mild recession in the second half of the year.
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On the right we take a closer look at nonaccrual rates C&I Agriculture Nonaccrual Ratios by Geographic Region
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CRE Nonaccrual Trend by Property Type On the left we are showing nonaccrual levels for major

and Retail properties.
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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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