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Consumer confidence ticked up slightly in Q4 2024 but is still well below pre-pandemic levels. Banks on net are
reporting less consumer loan demand. Consumer loan performance is improving slowly. Though early delinquency
transition rates remain elevated for credit cards, overall delinquencies on consumer loans—especially credit cards and
auto loans—are dropping from their peaks at certain vintages. We continue to monitor evolving events that could
impact consumer performance and macroeconomic factors like inflation and interest rates.

Consumers: Consumer stress is easing as inflation and interest rates come down slowly from their peaks. Growth in
new loans and balances has slowed. Payment rates remain above the pre-pandemic averages, suggesting better
payment performance.

Small Business: Most small businesses continue to be on the sidelines in terms of new credit, opting to hold off on
borrowing. Most new demand is coming from credit lines rather than term loans. This suggests businesses continue to
prepare for uncertainty and hold off on larger term loans for capital investments. SBA loans, however, continued to rise
with applications and new balances above the pre-pandemic averages.

Other Topics: 2023 marked the first year in over a decade that the number of branches in the U.S. increased. This is a
sharp turn, as more banks plan to expand their branch footprints in 2024 and beyond.




Consumer Sentiment



Major Takeaways

* The University of Michigan Index of
Consumer Sentiment shows that
consumers are slowly becoming more
optimistic following the pandemic.

* Optimism remains highly dispersed by
income with consumers in the highest
income tercile (the highest third)
becoming increasingly more optimistic
following the pandemic compared to the
lower terciles.

* For example: While the highest income
tercile went from a low of 54.3 in July of
2022 to 82.5 this past December (a 28-
pointincrease), the bottom tercile grew
only 11 points (52.9 to 64).

CBA

Consumer Confidence

CONSUMER
BANKERS
ASSOCIATION

Index of Consumer Confidence by Income Tercile
Index Value (1966 = 100)
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https://data.sca.isr.umich.edu/

Major Takeaways

As the Philadelphia Federal Reserve LIFE

, CBA
Consumer Confidence
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Survey shows, consumers continue to
report challenges with paying their bills,
likely contributing to persistently low
consumer sentiment following the
pandemic especially among the lowest
income tercile.

While inflation has come down over this
period, the survey data shows that more
consumers report trouble with paying
their bills.

Share of Respondents Who Cannot Pay Some or Any
Bills Right Now

Source: Federal Reserve Bank of Philadelphia Consumer Finance Institute
LIFE Survey Data
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https://www.philadelphiafed.org/surveys-and-data/consumer-finance-data/life-survey
https://www.philadelphiafed.org/surveys-and-data/consumer-finance-data/life-survey
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Consumer Spending

Major Ta keaways Percent Change From Preceding Period in Real Personal
Consumption Expenditures (Percent; Seasonally adjusted at
*  While growth in consumer spending annual rates)

has fallen significantly following the Source: Bureau of Economic Analysis

pandemic, it continues to be above -
the 30-year pre-pandemic average of 41.2
2.73 quarter over quarter. *

Personal consumption expenditures (PCE) — — =30 yr. average (1989 - 2019)
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Inflation

Major Takeaways

Inflation remains sticky, with Personal Consumption Expenditures (PCE) remaining above the Federal Reserve’s
2% target. Breaking PCE down further, we see that much of the remaining inflationary pressure is still coming
from housing expenditures, though overall PCE did tick up in November and December.

Real Personal Consumption Expenditures by Major Type of Product
Percent Change from Month One Year Ago
Source: U.S. Bureau of Economic Analysis, Table 2.8.11
Personal consumption expenditures (PCE) PCE excluding food and energy
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Major Takeaways

Number of Accounts: Credit Cards
Source: Federal Reserve Household Debt and Credit Report
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Consumer Lending Totals: Accounts
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* The number of credit card accounts among US consumers continues to increase past 600 million, but
growth has leveled out to around 4% YoY since Q12024 and as low as 2% in Q3 2024.

* Auto Loan growth is down considerably and growth in Home Equity Lines of Credit are still below pre-
pandemic levels, while the number of mortgage accounts continues to increase steadily.

Number of Accounts; Auto, Mortgage, HELOC

Source: Federal Reserve Household Debt and Credit Report
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Major Takeaways

* Balanceson all non-mortgage debt
continued to rise in Q4 2024, but
year-over-year growth slowed to
3.4% from 5.5% in Q4 2023.

* Year-over-year growth in credit card
balances has slowed considerably
from 14.5% in Q4 202310 7.3% in
Q4 2024.

, CBA
Consumer Lending Totals: Balances
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Non-Motgage Debt Balance by Product (Trillions $)

Source: Federal Reserve Household Debt and Credit Report
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Consumer Debt Burden

Major Takeaways

* The Consumer Debt Payment Ratio (the ratio of non-mortgage required household debt payments
to total disposable income) continues to trend back toward pre-pandemic levels.

* The lower ratio is driven partly by slowing wage growth and increases in debt payments to historic
trends as pandemic stimulus has been spent down and inflation remains above 2%.

The Consumer Debt Payment Ratio continues to trend back toward

pre-pandemic levels.
Source: Federal Reserve Bank of St. Louis; FRED
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Major Takeaways

* Application rates (percent of consumers
stating they applied for any form of credit
in the last 12 months) have largely
increased back to pre-pandemic levels

* However, the rate for higher scored
customers was lower.

* Mostoftheincreased demand for credit
is coming from credit card and credit
card limit increase applications as we
see application rates for auto, mortgage,
and mortgage refinances continue to
decline.

CBA

Consumer Lending Demand
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Application rates by credit score.

Source: Federal Reserve Bank of New York Survey of Consumer Expectations
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Major Takeaways

Consumer Lending Demand

Application acceptance rates by
credit score.

Source: Federal Reserve Bank of New York Survey of
Consumer Expectations

less 680 ====between 680 760 ====over 760
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Likewise, a growing percentage of consumers with credit scores below 760 are reporting application
rejections as credit standards remain tighter—especially for credit cards.
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Though applications continue to trend up, the percentage of consumers who have had their application
accepted is lower across all credit scores except those over 760.
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Application rejection rates by
credit score.

Source: Federal Reserve Bank of New York Survey of
Consumer Expectations
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Consumer Lending Demand

Major Takeaways

Higher interest rates and inflation have tampered demand for credit across all consumer products, but
demand has started to increase as the Federal Reserve continues to lower rates and inflation persists.

Net Percent of Domestic Bank Respondents Reporting Stronger Demand (Consumer Loans)
Source: Federal Reserve Senior Loan Officer Opinion Survey
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Consumer Lending Supply

Major Takeaways

Fewer banks are reporting tightening credit standards after reaching a high in 2023. However, standards remain
tight for credit cards in particular—especially considering elevated levels of delinquency in 2021 and 2022

vintages when a majority of banks were not reporting tighter standards

Net Percent of Domestic Bank Respondents Tightening Standards (Consumer Loans)
Source: Federal Reserve Senior Loan Officer Opinion Survey
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U t I I.I Z at I O n Credit Card Utilization (Balance/Limit)

Source:Federal Reserve Household Debt and Credit Report

Major Takeaways 1m0 19:Q3 240
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« Credit card utilization (measured by — N
20%

balances over credit limits) continues to

increase from historic lows during the 1%

pandemic and is in line with historic 10%
averages. 5%
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quarters as limit growth outpaces the HELOC Utilization (Balance/Limit)
growth in bala nces—signaling greater Source: Federal Reserve Household Debt and Credit Report
liquidity in consumer credit cards. 15:Q2
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* HELOC utilization is still well below pre-
pandemic levels but increasing for the
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Credit Cards
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Credit Card Accounts

Major Ta keaways Number of Credit Card Accounts (Millions)

Source: Federal Reserve Household Debt and Credit Report
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* The number of credit card accounts | 700.00 24:Q4
continues to increase but has "
slowed compared to the last 3
years.
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* Total credit card accounts as of the | %

Q4 2024 ticked up to just over 617 200.00
million after remaining relatively flat
over the last year.
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* Specifically, the number of credit
card accountsincreased by 2.9%
between Q3 2024 and Q4 2024,
despite increasing only by 0.2 %
between Q2 2024 and Q3 2024
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Credit Card Balances

Major Ta keaways Credit Card Balances ($Billions)

Source: Federal Reserve Household Debt and Credit Report
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 Balances on credit card accounts $1,4008 24:Q4
continued to grow through the 3™ B
quarter of 2024, but show signs of
slowing. QOQ growth in balances
was 3.9% in Q4 2024 compared to $8008B
4.6% in the same period a year
earlier.
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* Monthlyrevolving balances e
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credit including credit cards) !
decreased in the final months of
2024 leading up to the usually busy

holiday spending season.
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Consumer Debt Burden

Major Takeaways

Relative to disposable income, credit card balances are slightly smaller compared to pre-pandemic.

CBA
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Despite growing debt balances and inflation, consumers seem to be holding relatively smaller levels of

credit card debt compared to theirincome by historical standards.

Credit Card Balances at Commercial Banks/Disposable Personal Income
(2011=100)

Sources: U.S. Bureau of Economic Analysis; Source: Federal Reserve Household Debt and Credit
Report
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Credit Cards: Originations (Large Banks)

. Number of Credit Card Originations at Large Banks ($100B+
Major Takeaways in Assets)

. . (% Change Year-over-Year)
* Yearover year grOWth in credit card Source: Federal Reserve Bank of Philadelphia Large Bank Credit Card and

originations (the number of new credit Mortgage Data (FR Y-14M)
cards issued compared to a year earlier) | 120%
at large banks ($100B+ in Total Assets) 100%
continues to slow down, with negative 80%
growth over the last four (4) quarters.. oo
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Credit Cards: Payment Rates (Large Banks)

. Credit Card Payment Behavior
M a] or Ta ke awayS Source: Federal Reserve Bank of Philadelphia Large Bank Credit Card and

) Mortgage Data (FR Y-14M)
* Forlarge banks’ ($100B+ in Assets)

cardholders, a higher percentage of . .
. . . Share of Accounts Making Greater Than the Minimum Payment but Less Than the Full Balance
customers are paying their entire —— Share of Accounts Making the Minimum Payment

balance off each month compared to 40% 34.3%

pre-pandemic. 35% \/\ﬁ/\’\ ——
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25% M 27.8%

20%

== Share of Accounts Making Full Balance Payment

* Though the share of accounts paying the
full balance has decreased slightly

following the pandemic, the share 15% 10.8%
remains well-above the pre-pandemic % e~ TN ——
level. 5%




Major Takeaways

* Credit card utilization (measured by
balances over credit limits) continues to
increase from historic lows during the
pandemic and are in line with historic
averages.

* Card utilization is slowing in recent
quarters as limit growth outpaces the
growth in balances—signaling greater
liquidity in consumer credit cards.

CBA

Credit Card Utilization
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Credit Card Utilization (Balance/Limit)
Source:Federal Reserve Household Debt and Credit Report
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Credit Cards: Delinquencies (Transition)

Credit Card Delinquency Transition (30+PD; 90+PD)

M aj or Ta ke awayS Source: Federal Reserve Household Debt and Credit Report
* The percent of balances transitioning ——CC_30PD CC_90PD
into early and serious delinquency, 30+ 16

and 90+ days past due (PD) respectively,
are still above pre-pandemic levels, but
have started level out.
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* The 3rd quarter of 2024 marked the first
decline in transition to early delinquency
since Q1 2020, however transitions
ticked back up in Q4 of 2024.
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Credit Cards: Delinquencies

Credit Card Cumulative 60+DPD Rate by Annual Vintage

Major Takeaways

Overall: Still, elevated, but coming down. =

20%

- Q1-2019
= Q1-2020

Q1-2021
— Q1-2022
- Q1-2023
— Q1-2024

15%

* Delinquency trends for credit cards
issued during the pandemic are still
above pre-pandemic levels but are
starting to level out from their peak
(green line).

10%

Cumulative DQ Rate (% of accts)
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* However, performance among more
recent vintages (grey and purple lines)
has improved and suggests a gradual
return to pre-pandemic trends as banks
tightened standards (slide 18)

Source: 2nd Order Solutions. 2024 Q4 Credit Risk Review

(powered by Equifax Ignite).



https://2os.com/insights/credit-risk-quarterly-q4-2024/
https://2os.com/insights/credit-risk-quarterly-q4-2024/

Major Takeaways

* Looking closer, we see that
delinquencies are still elevated,
especially among consumers with
lower credit scores.

* Thetrend forconsumersinthe Near-
Prime credit score band in particular
continues to rise past pre-pandemic
trends.
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Credit Cards: Delinquencies

DQ Rate (% of accts)

DQ Rate (% of accts)
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Credit Card Monthly 60+DPD Rate by Vantage
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Near Prime Pre-Pandemic Average
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= subprime: <600 = near prime: 601-660 prime: 661-720 = prime plus: 721-780 = super prime: >781

rce: 2n rder Solutions. 2024 Q4 Credit Risk Review
wer Equifax Ignit
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Credit Cards: Delinquencies

Credit Card Cumulative 60+DPD Rate by Annual Vintage and Risk

M aj o r Ta ke awa yS Vantage 500-600 by Origination Date Vantage 601-660 by Origination Date
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* Zoomingin even further at consumers
with prime credit scores or lower, we are
starting to see slight improvementin
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and level out.

rce: 2n rder Solutions. 2024 Q4 Credit Risk Review
(powered by Equifax Ignite).

* These trends suggest, barring other
macroeconomic shocks, that
delinquencies will come back down with
improvement seen in higher credit score
bands first—though it will take time.
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Major Takeaways

The number of auto loans is still below
pre-pandemic levels and growth has
been much slower following the
pandemic (grey line).

Higher interest rates and vehicle prices
will continue to play arole in slower loan
growth.

Much of the new auto lending is
increasingly coming from captive auto
lenders and credit unions as banks
continue to wind down auto lending
following the pandemic.

Auto Loan Accounts
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Number of Auto Loan Accounts (Millions)

Source: Federal Reserve Household Debt and Credit Report
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AUtO LO a n Ba la n ce S Auto Loan Balances ($Billions)

Source: Federal Reserve Household Debt and Credit Report

1,800

Major Takeaways 1,600

* Despite slower growth in the number of 1222
loans, balances continue to increase 1.000
(top figure) at a constant pace driven by 800
higher vehicle prices following the 000
pandemic which in turn increased the 222
size of loans. 0
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* We see this shift when looking at how Average Loan Size ($)
Source: Federal Reserve Household Debt and Credit Report
average loan balances (total balances
divided by number of loans; bottom
figure) began increasing faster during the
pandemic (grey line) and have yet to — 10,000
come back down, though they have 8,000
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Major Takeaways

* Originations trends have shifted slightly
back to pre-pandemic norms.

* Beginningin 2021 through 2022, a higher
number of originations were made
further down the credit score range than
pre-pandemic. Conversely, loans made
in the top score range (pink) dropped.

* Like credit cards, loans made during this
period are likely to show elevated levels
of delinquency than historical averages.

e Origination trends have mostly reverted
back to historical levels as of 2023.

Auto Loan Originations
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Auto Loan Originations by Risk Score*
Source: Source: Federal Reserve Household Debt and Credit Report

*Equifax Riskscore 3.0
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Auto Loan: Delinquencies (Transition)

Auto Loan Delinquency Transition (30+PD; 90+PD)

Maj or Ta ke awayS Source: Federal Reserve Household Debt and Credit Report
* Like credit cards, auto loan ——AUTO_30PD == AUTO_90PD
delinquencies, both 30+ and 90+ days 16

past due (PD), have largely leveled out,
but ticked up in Q4 2024

* Therate of transition to serious
delinquency (90+PD) remains slower
than early delinquency (30+PD).
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* Higher payments and average loan sizes
can put additional stress on the ability of
consumers to make payments.
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Home Equity



Major Takeaways

Analysis from the Urban Institute shows
that housing equity increased 7.2% from
Q32023to0 Q3 2024, corresponding with
increased equity pulls like HELOCs and
cash-outrefinances.

Accordingly, Home Mortgage Disclosure
Act (HMDA) data shows the number of
HELOC applications continues to rise as
consumers look to tap this growing
equity to obtain extra liquidity.

Additional reporting shows consumers
increasingly using HELOCs to
consolidate growing and more expensive
debt like credit cards.

CBA
Consumer Lending Demand (HELOCSs)

CONSUMER
BANKERS
ASSOCIATION

Quarterly HELOC Applications

Appplications increased in the fourth quarter of 2024 for the first

time since 2022.
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https://www.urban.org/sites/default/files/2025-01/Housing_Finance_At_A_Glance_Monthly_Chartbook_January_2025.pdf
https://www.kansascityfed.org/denver/rocky-mountain-economist/more-households-are-tapping-into-their-home-equity-after-rapid-home-value-appreciation/
https://www.kansascityfed.org/denver/rocky-mountain-economist/more-households-are-tapping-into-their-home-equity-after-rapid-home-value-appreciation/

Utilization

Major Takeaways

* While HELOC utilization is still well
below pre-pandemic levels, it is
increasing for the first time in nearly a
decade.

* As consumers'demand for HELOC
products and/or utilization of HELOC
products to consolidate other debts
increases, balances and utilization
will grow.
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HELOC Utilization (Balance/Limit)

Source: Federal Reserve Household Debt and Credit Report
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Small Business
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Small Business: New Loans

Major Takeaways

* New balances (new loans) to small businesses increased in the third quarter of 2024, mostly driven by
lines of credit—similar to the increase in loans year-over-year*

* The concentration in loan growth in lines of credit rather than term loans suggests small businesses are
looking to increase access to liquidity as costs remain high rather than making long term investments

using debt.
Quarterly Change in New Small Business Loan Balances
Source: Federal Reserve Bank of Kansas City Small Business Lending Survey Year-over-Year Change
20% 0
17% 0%
15%
12% 15%
10% 9%
’ 7% 10%
5% 4% 0%
1% 5% 2%
0% —— - - — = 0% — ,
2% 0% 1%
20 -
5% 4% -5% -
-10% -9% -10%
11%
-15% -12% -15%
2023:Q4 2024:Q1 2024:Q2 2024:Q3 2023 Q3 to 2024:Q3
B Total Loans ®Term Loans Credit Lines B Total Loans ™ Term Loans Credit Lines

*based on the most recent data from the Kansas City Federal Reserve Bank
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Small Business: Demand

Major Takeaways Netpercentage of domesticbarks reporing sronger
e Banks are Starting to report increased Source: Federal Reserve Senior Loan Officer Opinion Survey
demand for loans from small — Overal Lerge Banks Other Banks
businesses. %

40

* Large banks were the firstto start

seeing consistently increasing _\?&%_mﬂﬂimﬁ —
demand from small businesses, an ¥"v

inversion of pre-pandemic trends.

* Additional context from the Beige
Book and National Federal of
Independent Business suggests small
businesses have been holding off on Small firms = firms with annual sale.s .Of less than $50 million.

l tilint t rat holid Large banks = total assets of $100 billion or more.
new o.ans untitin er?S .rfa €S, holiaay Other banks = total assets of less than $100 billion.
shopping, and the priorities of the new
Presidential administration are
clearer.
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Small Business: Supply

. Net percentage of banks tightening standards for C&l loans
Major Takeaways i small firme
Source: Federal Reserve Senior Loan Officer Opinion Surve
* As demand for loans from small b /
businesses recovers from the = Overall  ===Large Banks Other Banks

80

pandemic, fewer banks are
reporting tightening standards,
increasing the potential supply of
loans to meet demand.

* Large banks have been the firstto
move and report less tightening

than smaller banks. .60
— | — i | i i i i — i
(@4 o (04 o (@4 (@4 (o4 (04 o (@4 o
Ln (o] N~ o] ()] o — N o < n
- - — — — AN (e} [aV] AN N [a]
o o o o o o o o o o o
N N N N N N N N N N N

Small firms = firms with annual sales of less than $50 million.
Large banks = total assets of $100 billion or more.
Other banks = total assets of less than $100 billion.
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Small Business: Credit Line Usage

Major Takeaways et Net Percent
25.0 25.0
* The number of banks, on net, reporting 20.0 A 20.0
anincrease in credit line usage declined 15.0 : 15.0
in Q32024 * 10.0 10.0
5.0 5.0
0.0 0.0
« Debtfinancing may continue to increase =i ae
as interest rates come down with the Fed ::g ::z
loosening monetary policy and lowering snsin -20.0

rates. Additionally, as new credit line ST TS ITSESTS IS I«
accounts and balances are booked, line R R R R PP P PN R RPN
usage will continue to fluctuate.

m Large = Midsized = Small Net Change

Small banks = total assets of $1 billion or less
Midsized banks = total assets between $1 billion - $10 billion
Large banks = total assets greater than $10 billion.

*pased on the most recent data from the Kansas City Federal
Reserve Bank
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Small Business: Credit Line Usage

. Small Business Credit Line Usage
M a] or Ta ke awayS Source: Federal Reserve Bank of Kansas City Small Business Lending Survey
* Total credit line usage by small 45%

businesses declined for the first time in 40% Last decrease i
five (5) quarters Signaling improved 35% w
liquidity and less costs pressure for 30%

small businesses. 25%

20%

15%

 Both fixed and variable rate credit line 10%
utilization decreased (variable lines 5%
make up the bulk of all small business 0%

credit lines).

2019:Q4
2020:Q3
2021:Q2
2022:Q1
2022:Q4
2023:Q3
2024:Q2
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Small Business: Credit Quality

Major Takeaways e eortl Ree Dok 01 s iy Dl Besiness Loming aunty
* The net number of banks reporting 20%
improved applicant credit quality ws L%
negative for the 10" consecutive I I I 1 I I | I
qual‘ter. } } — } } } } f — f f f — f f 1 0%
10%
* Business owner liquidity and debt-to- 20%
income levels remain the most 0%
important reason for these
assessments. o
. - . - . - . - . - . - . - 50%
c ¢ g g 2 g &g 8 8 B 8 8 8 8
* As businesses continued to cycle g & & §8 £ § £ & §8 g § g 8§ ¢

through a period of higher-than-normal
costs and inflation, the number of
banks reporting worse applicant
quality has decreased and stabilized at
around a net of 10 percent.




Major Takeaways

Loans made through the SBA’s 7(a)
program (non-real estate loan purpose)
have increased dramatically since the
pandemic.

Both the number of loans and total loan
amounts are at historic highs
(discounting the pandemic).

The increase in activity for government
lending programs aligns with the lower
applicant credit quality and standard
tightening we have seen as these
programs generally are more lenient.

Small Business: SBA Lending

CBA
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Monthly SBA 7(a) Loan Volume

Source: SBA Monthly Activity Report; Not seasonally adjusted
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Other Topics: Branch Banking



Major Takeaways

e 2023 sawthefirst netincreasein
the number of bank branches after
decades of branch consolidation.

 Multiple CBA members have
announced branch expansions in
2024. Full data for 2024 will not be
available until June 2025.

Other Topics: Branches

CBA
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Number of Bank Branches
Source: Federal Deposit Insurance Corporation
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https://thedigitalbanker.com/banks-are-building-more-branches-for-the-first-time-in-a-decade/
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Disclosure

These materials have been prepared solely for informational purposes based on information generally
available to the public. CBA’s statements, quotes, and other related analyses contained here are expressed
as statements of opinion and are not recommendations or suggestions to purchase, hold, or sell any
products, securities, or investments.
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