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Disclaimer

The views expressed in this presentation are those of the 
presenters and do not necessarily reflect official positions of 
the FDIC. Some of the information used in the preparation of 
this presentation was obtained from publicly available sources 
that are considered reliable. However, the use of this 
information does not constitute an endorsement of its 
accuracy by the FDIC. This presentation and comments are not 
for attribution, quotation, or distribution.
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Economic Conditions
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U.S. Treasury Rates Declined in Advance of 
the Fed’s September Rate Cut
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Tech Layoffs and the Writer/Actor Strike 
Crimped California’s 2023 Job Growth
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Growth Has Been Uneven Across 
California’s Central/Northern Metros
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Office Vacancies Have Trended Upward, 
Particularly in San Francisco
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Central Business District Office Vacancy 
Usually Exceeded Suburban Levels
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Multifamily Vacancies Have Stabilized in 
Some Metros
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Industrial Vacancies Increased, but 
Trailed 2009/2010 Peaks in All But S.F.
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Retail Vacancies Were Generally Stable but 
Shifted Higher in S.F. and East Bay
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Some Property Prices Have Declined From 
Recent Peaks



This presentation and comments are not for attribution, quotation, or distribution. Not official position of the FDIC.

Population Growth in California Has Been 
Comparatively Weak
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Population Growth Was Often Stronger 
Among Inland/More Affordable Metros
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Northern California Home Prices Mostly 
Recovered Since Dipping in 2022/2023
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Housing Affordability Deteriorated Across 
California and Nationally
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Prices for Some Key Agricultural 
Commodities Increased in 2024
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Banking Conditions
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Southern California includes 10 contiguous counties (~60% of banks/jobs); Greater San Francisco (S.F.) Bay 
Area includes 14 contiguous counties (~25% of banks/jobs); and Rest of California includes the remaining 34 
counties (~15% of banks/jobs). Not all counties have banks with headquarters.
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California Banks’ Earnings in the First 
Half of 2024 Trailed 2023 Performance
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Quarterly Net Interest Margins More 
Stable But Rate Cuts Could Pressure Them
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Deposit Costs Surged Sharply, Especially 
Among Southern California-Based Banks
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Deposit Runoff Abated, Asset Growth 
Eased, Securities Declined
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California Banks’ Loan Growth 
Moderated; C&I and C&D Bucked Trend
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The Mix of Assets Differed Slightly by 
California Region
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Non-maturity Deposit Runoff Was 
Backfilled with Pricier Sources
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Banks in Southern California Tended to
Be More Reliant on Noncore Funds
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California’s Banks Have Increasingly 
Turned to Brokered Funds
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Past-Due Loan Ratios Edged Up Among 
Many; Somewhat Higher in Bay Area
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Commercial and Industrial Past Dues 
Highest; Existing CRE Low But Increasing
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Impact of Rate Hikes on Bond Valuations 
Depends Upon Relative Size of Holdings
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Key Takeaways
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• Margins remained under pressure because of funding 
mix/costs. Rate cuts may challenge margins further.

• On-balance sheet liquidity has been tightening.
• Interest rates have weighed on bond portfolios, but 

declining rates could benefit valuations.
• Loan performance slipped and faces headwinds:

o Inflation, high-albeit-declining interest rates, and 
economic uncertainty/slowing; 

o CRE valuation declines, operating cost increases, 
and refinancing risks; and

o Credit availability and demand.
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Questions?
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