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Legal Disclaimer

Unless otherwise noted, information included herein is presented as of the dates indicated. Apollo Global 

Management, Inc. (together with its subsidiaries, “Apollo”) makes no representation or warranty, expressed 

or implied, with respect to the accuracy, reasonableness, or completeness of any of the information contained 

herein, including, but not limited to, information obtained from third parties. Opinions, estimates and 

projections constitute the current judgment of the author as of the date indicated. They do not necessarily 

reflect the views and opinions of Apollo and are subject to change at any time without notice. Apollo does 

not have any responsibility to update the information to account for such changes. Hyperlinks to third-party 

websites in these materials are provided for reader convenience only. There can be no assurance that any 

trends discussed herein will continue.

The information contained herein is not intended to provide, and should not be relied upon for, accounting, 

legal or tax advice and does not constitute an investment recommendation or investment advice. Investors 

should make an independent investigation of the information contained herein, including consulting their tax, 

legal, accounting or other advisors about such information. Apollo does not act for you and is not responsible 

for providing you with the protections afforded to its clients.

Certain information contained herein may be “forward-looking” in nature. Due to various risks and 

uncertainties, actual events or results may differ materially from those reflected or contemplated in such 

forward-looking information. As such, undue reliance should not be placed on such information. 

Forward-looking statements may be identified by the use of terminology including, but not limited to, “may”, 

“will”, “should”, “expect”, “anticipate”, “target”, “project”, “estimate”, “intend”, “continue” or “believe” or the 

negatives thereof or other variations thereon or comparable terminology.
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Conclusions

1. Banking sector balance sheets are generally in good shape, and credit growth 

is positive, driven by lending by large banks.

2. Delinquency rates are high on credit cards and auto loans. Restarting student 

loan payments is a headwind to credit quality and credit growth.

3. The trade war has not yet had much impact on the banking sector or credit 

growth.

4. Higher interest rates are putting downward pressure on CRE prices for office, 

multi-family apartments, and health care facilities. This remains a problem, in 

particular for regional banks.
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Overview
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Bank credit growth is growing, driven by Fed cuts

Fed 

starts 

raising 

rates Fed 

starts 

cutting 

rates
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Banks are more willing to lend, this is an upside risk to consumer credit

Fed starts 

raising rates
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Auto loan delinquency rates near 2008 levels

Fed starts 

raising rates
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Delinquency rates elevated for credit cards
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Credit card delinquency rates at small banks are much higher than at large banks
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US office: The nationwide price per square foot is down 35% from the peak

40% decline in 

office prices 

from the peak

Fed 

raises 

rates
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Banks: Unrealized losses on investment securities
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Unrealized losses making up 15% of  bank equity capital
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Recent trends in banking sector balance sheets
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Bank loan growth rising steadily
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Banking sector deposit growth stable
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Growth in bank holdings of  Treasuries
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Growth in bank holdings of  mortgages
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Growth in lending to corporates
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Growth in real estate lending
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Growth in lending to multifamily construction
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Growth in auto lending
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Growth in banks’ credit card lending
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Weekly data for banking sector credit growth
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Large banks driving rise in loan growth

SVB 

collapses

Fed 

starts 

cutting
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Lending to consumers is slowing for small banks, and growing for large banks
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Real estate lending is slowing for both small and large banks
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Commercial real estate lending is growing for small banks
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Residential real estate lending is growing for small banks
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Lending to corporates is flat for both small and large banks
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Lending standards and credit quality
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Improving credit conditions should be positive for credit growth
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Signs of  a bottom in credit conditions 

SVB 

collapse
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Demand for corporate loans
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Demand for commercial real estate loans improving



36

Lending standards improving

At recession 

levels
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Lending standards for consumers starting to improve

Fed starts 

hiking
Fed starts 

cutting
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The share of  households reporting it is harder to obtain credit than one year ago

Fed starts 

raising rates Fed starts 

cutting rates
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Interest rate on credit cards
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Commercial bank auto loan interest rates
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Interest rate on auto loans
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Auto loan rejection rate over the past 12 months
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Small banks lend to small businesses

Banks with less than $250bn in assets account for 47% of  commercial and industrial lending
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The pause on reporting delinquent federal student loans has ended
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The importance of  CRE for banking sector balance sheets
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The amount of  office space per worker
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US: Office vacancy rate at 20%
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Available US office space
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CMBS spreads compared with HY spreads



50

CRE delinquency rate
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Residential construction spending elevated
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Delinquency rates rising for multifamily and office
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Banks hold half  of  all CRE debt outstanding
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Small banks account for 70% of  all bank commercial real estate loans outstanding
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Banks with total assets between $100mn and $10bn are more exposed to CRE loans
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CRE composition and delinquency at US banks
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57Source: FDIC, Apollo Chief Economist (PDNA stands for Past due and non-accrual rate defined as loans that are past due and are in non-accrual status)

Non-owner-occupied CRE past-due
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Important differences between the balance sheet of  regional banks and money center banks
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Bank deposits
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Interest rate on checking accounts versus the Fed funds rate
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Small banks account for about 30% of  total deposits in the banking sector, and 

the share has been rising since the 2008 financial crisis
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Share of  total bank deposits that are uninsured: 40%
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Share of  insured deposits, by bank size
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Deposit to asset ratio for large and small banks
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21% of  deposits pay no interest

Fed starts 

raising rates
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1% of  bank accounts have a balance higher than $250k 
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Deposits as a share of  GDP: 60%



69

Source: S&P CapitaliQ Pro, Apollo Chief Economist. Note: Brokered deposits represent funds which the reporting bank obtains, directly or indirectly, by or through any deposit broker for deposit into one or more deposit accounts. Thus, brokered deposits include 

both those in which the entire beneficial interest in a given bank deposit account or instrument is held by a single depositor and those in which the deposit broker sells participations in a given bank deposit account or instrument to one or more investors.
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US banks by asset size: 

The importance of  regional banks for the US economy



71Source: Census, Apollo Chief Economist
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Small bank assets as a share of  total banking sector assets
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Share of  lending by smaller banks
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Share of  securities in the banking sector held by small banks
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Large banks are accumulating Treasuries
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Measures of  banking sector liquidity and capital ratios



77Source: FDIC, Bloomberg, Apollo Chief Economist. 

Liquidity ratio, by bank assets: Banks with assets from $1bn to $10bn have lower liquidity ratios
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Tier-1 risk-based capital ratio for banks, by size
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Tier 1 risk-based capital ratio for larger banks
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Reserves for loan losses
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Loan delinquency rates for large and small banks
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Stock market performance for small and large banks
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Bank stocks continue to underperform the S&P500

SVB collapse



85

Regional bank stocks underperforming
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Earnings expectations weaker for regional banks
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Community banks



88Source: FDIC, Apollo Chief Economist. 

90% of  all banks in the US are community banks
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89Source: Haver Analytics, Bloomberg, Apollo Chief Economist. A bank’s efficiency ratio is defined as the ratio of a bank’s non-interest expense to revenues. Higher efficiency ratios indicate less efficient banks.

The average efficiency ratio is 58% for all types of  banks
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CRE loans make up a significant share of  community banks’ assets
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Net interest margin 
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The US is a market-based financial system. EU and Japan are bank-based financial systems
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