
Banking Conditions in Ninth District States 
Third Quarter 2016 

Ron Feldman 
Executive Vice President 
Federal Reserve Bank of 

Minneapolis 

1



Ninth District 

• Ninth District consists of 
– MN, MT, ND, SD, Western WI (WI) and Upper 

Peninsula of MI (UP)  
 

• Detailed data on banking conditions for these 
geographies, metro areas and types of banks 
found at – 
https://www.minneapolisfed.org/banking/communit
ybanking-research/banking-conditions  
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Third Quarter 2016 Results 

• District banks’ performance was mixed 
 

• Profitability was generally up from last 
quarter, although degree of improvement was 
not consistent 
 

• Bank loans are still growing, but at a generally 
slower rate 
 

• Problem loans generally fell from the second 
quarter 
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Small Increase in MN Bank Profitability in 2016 Q3

2015 profits came in at low end of forecast range

Little change in 2015 profits

Forecast little change in profits for 2016
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MN Bank Loan Growth Was Flat in 2016 Q3

2015 loan growth came in lower than forecast range

Little change in 2015 loan growth

Little change in  loan growth forecasted for 2016
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MN Bank Problem Loans Were Flat in 2016 Q3

2015 problem loans came in at high end of forecast range

Little change in 2015 problem loans

Little change in problem loans forecasted for 2016
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Strong Increase in MT Profitability in 2016 Q3

2015 profits came in at low end of forecast range

Little change in 2015 profits

Forecast little change in profits for 2016
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Medium Decline in MT Loan Growth in 2016 Q3

2015 loan growth came in higher than forecast range

Medium gain in 2015 loan growth

Forecast small decline in loan growth for 2016
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Small Decrease in MT Problem Loans in 2016 Q3

2015 problem loans came in at the middle of forecast range

Little change in 2015 problem loans

Little change in problem loans forecasted for 2016
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Small Increase in ND Profitability in 2016 Q3

2015 profits came in at low end of forecast range

Little change in 2015 profits

Forecast small deline in profits for 2015
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Large Decline in ND Loan Growth in 2016 Q3

2015 loan growth came in at low end of forecast range

Medium reduction in 2015 loan growth

Forecast small gain in loan growth for 2016
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Medium Decrease in ND Problem Loans in 2016 Q3

2015 problem loans came in at high end of forecast range

Medium increase in 2015 problem loans

Little change in problem loans forecasted for 2016
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SD Profitability Was Flat in 2016 Q3

2015 profits came in at high end of forecast range

Small gain in 2015 profits

Forecast little change in profits for 2016
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Medium Decline in SD Loan Growth in 2016 Q3

2015 loan growth came in lower than forecast range

Medium reduction in 2015 loan growth

Little change in  loan growth forecasted for 2016
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SD Problem Loans Were Flat in 2016 Q3

2015 problem loans came in at the middle of forecast range

Small reduction in 2015 problem loans

Little change in problem loans forecasted for 2016

0

2

4

6

8

10

12

14

16

2001 2003 2005 2007 2009 2011 2013 2015 2017

N
o

n
cu

rr
en

t 
an

d
 d

e
lin

q
u

e
n

t 
lo

an
s 

 
(%

 o
f 

ca
p

it
al

 a
n

d
 a

llo
w

an
ce

s)
 

Median Bank Historical Median (2001 - 2016) Forecast for Year End 2016

15



Western WI Profitability Was Flat in 2016 Q3

2015 profits came in lower than forecast range

2015 profits were flat

Forecast little change in profits for 2016
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Small Decline in Western WI Loan Growth in 2016 Q3

2015 loan growth came in at high end of forecast range

Small increase in 2015 loan growth

Forecast medium decline in loan growth for 2016
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Western WI Problem Loans Were Flat in 2016 Q3

2015 problem loans came in at low end of forecast range

Small reduction in 2015 problem loans

Little change in problem loans forecasted for 2016
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Medium Increase in Upper Peninsula MI Profitability in 2016 Q3

2015 profits came in at low end of forecast range

2015 profits were flat

Forecast little change in profits for 2016

0

0.2

0.4

0.6

0.8

1

1.2

1.4

2001 2003 2005 2007 2009 2011 2013 2015 2017

R
et

u
rn

 o
n

 a
ve

ra
ge

 a
ss

et
s 

(%
) 

Median Bank Historical Median (2001 - 2016) Forecast for Year End 2016

19



Medium Increase in Upper Peninsula MI Loan Growth in 2016 Q3

2015 loan growth came in at the middle of forecast range

Medium increase in 2015 loan growth

Little change in  loan growth forecasted for 2016
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Large Decline in Upper Peninsula MI Problem Loans in 2016 Q3

2015 problem loans came in at low end of forecast range

Little change in 2015 problem loans

Little change in problem loans forecasted for 2016
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Dakotas Had Highest Profits

MT Had Strongest Profit Increase

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

R
e

tu
rn

 o
n

 a
ve

ra
ge

 a
ss

e
ts

 (
%

) 

Current Observation (9/30/2016) 

District UP MI MN MT ND SD Western WI

-2

0

2

4

6

8

10

12

B
as

is
 p

o
in

ts
 

Quarter-over-Quarter Change 

22



MT and Western WI Had Strongest Increase in Loan Growth

0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

8.0

N
e

t 
lo

an
 g

ro
w

th
 (

ye
ar

-o
ve

r-
ye

ar
)(

%
) 

Current Observation (9/30/2016) 

District UP MI MN MT ND SD Western WI

-300

-250

-200

-150

-100

-50

0

50

100

B
as

is
 p

o
in

ts
 

Quarter-over-Quarter Change 

23



UP Michigan Had Highest Problem Loan Levels

UP Michigan and ND Had Biggest Quarter-over-Quarter Decline in Problem Loans
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Appendix:

Details on 2016 Q3 District Bank Performance
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Medium Increase in Profitability in 2016 Q3 at District Banks
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Medium Increase in Provisions in 2016 Q3 at District Banks
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Small Increase in Net Interest Margin

in 2016 Q3 at District Banks
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Small Decline in Loan Growth in 2016 Q3

at District Banks
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Overall Problem Loans Were Flat

in 2016 Q3 at District Banks
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Commericial Real Estate (CRE) Problem Loans Were Flat

in 2016 Q3 at District Banks
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Construction & Land Development (CLD) Problem Loans

Were Flat in 2016 Q3 at District Banks
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Small Increase in Commercial & Industrial (C&I) Problem Loans

in 2016 Q3 at District Banks
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Residential Real Estate (RRE) Problem Loans Were Flat

in 2016 Q3 at District Banks
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Agricultural (Ag) Problem Loans 

Were Flat in 2016 Q3 at District Banks
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Medium Decrease in Other Real Estate Owned (OREO) 

Problem Loans in 2016 Q3 at District Banks
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Small Increase in Capital in 2016 Q3 at District Banks
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Federal Reserve Risk Management Ratings – Summary of Definitions

1 – Strong or sound in every respect

2 – Satisfactory or fundamentally sound 

3 – Fair/less than satisfactory; requires more than normal supervision

4 – Unsatisfactory; unsafe and/or unsound practices and conditions; failure a possibility 

5 – Critically deficient; extremely unsafe and unsound; failure is highly probable

District Bank Ratings Were Consistent  During 2016 Q3

Commercial Bank Examination Manual. “Overall Conclusions Regarding Condition of the Bank: 

Uniform Financial Institutions Rating System and the Federal Reserve’s Risk Management Rating .” Section A.5020.1. October 2015.
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