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Banking Conditions in Minnesota
and the Twin Cities:
Second Quarter 2012 Results

Ron Feldman
Senior Vice President

Federal Reserve Bank of
Minneapolis
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Summary of Second Quarter Banking "llll‘}

Performance
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= Asset quality near 20-year averages; profits less so and
loan growth way off

= |[mprovement in 2Q12
= Strong improvement in asset quality
= Small improvement in profits
= Strong improvement in loan growth

= Year-to-date changes consistent with 2012 forecast

= State ratios already within forecast range; TC ratios a little less
SO

= Current banking recovery seems slower than prior one
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Strong General Improvement in
Commercial Real Estate Asset Quality
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Strong Improvement in Construction and :
Land Development Asset Quality for Average Bank
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Strong Improvement in
Other Real Estate Owned
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Small Improvement in
Second Quarter Profits
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Little Change in Provisions
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Net Interest Margin Up for TC,
Down for State
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Strong Improvement Continues in Loan Growth
But Still Negative to Slightly Positive Levels
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Stronger Funding and Capital Levels

= Liguidity continues to improve
= Noncore funding continued to drop at a moderate rate

»= Liguid assets remain very high; however, fell slightly after reaching
a 10-year high last quarter

= Declining use of brokered deposits; lowest level since 2004

= Little change for capital levels; remain strong/improving



'_ Middling to Strong Improvement in
MN Bank Ratings

100%
90% -
80%
70%
60% ONE
50% = TWO
= THREE
40%
= FOUR
20 = FIVE
20%
10%
0%

2006
2007
2008
2009

2010
2011
2012

2004
2005

2001
2002 |
2003




Small Improvement in TC Bank Ratings
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Status of YE12 Minnesota Forecast as of 2Q12 3
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Status of YE12 Twin Cities Forecast as of 2Q12 (‘ 7*- \
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Minnesota 2Q12 Performance Data (s
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(2" Quarter
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Twin Cities 2Q12 Performance Data
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(2nd Quarter
2012)

Median 1.215
Value for

1991 to 2011

High Value, 0.85
Range of
Forecast

Low Value, 0.60
Range of
Forecast

Bank Median

Current Value
(2nd Quarter
2012)

Median
Value for
1991 to 2011

High Value,
Range of
Forecast

Low Value,
Range of
Forecast

-2.18

9.28

-0.25

-4.25

Asset Quality (%)

(NC+DL Ratio)

Current Value 16.21
(2nd Quarter
2012)

Median 9.94
Value for
1991 to 2011

High Value, 16.0
Range of
Forecast

Low Value, 12.5
Range of
Forecast

Forecast made for YE2012 as of YE2011




Comparing Banking Recoveries: ,'/llll \
Late 1980s to Current

= Current asset quality recovery seems slower
= Data limitations prevent sharp conclusions

= Earnings fell further/recovering more slowly in current
period

= Current TC loan growth recovery similar to past; current
MN loan growth changes less volatile
= Will loan growth return to pre-crisis peaks?



Problem Assets (Absolute Levels)

Minnesota Banks

abelany Jarrend-y
90UBMO||V pue [enide) Jo jusdiad e se
sueo07 1uanbuljdg pue 1USJINJUON Ue:



Problem Assets (Indexed)

Minnesota Banks
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Problem Assets (Absolute Levels)

Twin Cities Banks
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Problem Assets (Indexed)

Twin Cities Banks

o

ET-1e|N | - 68
ZT-98Q . ~ 88-98
¢1-das | _ gg-da¢
cgr-unt _ .~ 8g8-une
CT-TeN _ - 88-1e|\
T1-9ad ~ /8-93d
TT-das . _/8-das
TT-ung _ _/g8-ung
TT-1e|N _ /8-1e|N
O0T-9=0d _ - 98-29(C
0T-das | 9g-das
OT-unf _ _9g8-unr
OT-1elN mmm1 98-\
60-990d _ . G8-29(
60-das _  gg-das
60-unft _ . Ggg-ung
60-1eN - GS-Ie|\
80-9a( _ _ $8-29(Q
80-das _ _pg-das
80-unf _ _ 8-ung
80-1e|N _ _ 8-1e|\
/0-98Q _ - €8-0ad
/0-das | _¢g-das
20-ung _ €8-ung
L0-1elN €8-
(1s10M\ = 00T) Xopu| ‘abetany 1811end-v

92UBMO||V pue [elide) Jo 1uUsdJiad € S
sueoT uanbuljag pue 1U81INdUON




—~~
Lo
)
>
<))
-
Q
]
=)
)
0
O
<

V)
'4
-
qv)
an
©
)

mmw_hm>< lauend-v
S19SSYy abelany uo uiInlay uea|

Earnings
Minneso
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Earnings (Absolute Levels)

Twin Cities Banks
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Earnings (Indexed)
Twin Cities Banks
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Growth (Indexed)
Minnesota Banks
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Growth (Indexed)
Twin Cities Banks
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