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Quarterly Credit Quality Update: 2Q13

The real estate credit market is finally making strides toward improvement, with mortgage delinquencies dropping below 10% for the first
time since the crisis. Charge-offs have stabilized at pre-2008 levels for most loan categories and are likely to hold steady in the long run.

e Consumer lending is back in full swing, with stronger household financials encouraging lenders to ease standards. Fiscal policy in 1Q13
caused a slight uptick in the debt-to-income ratio, while rental obligations continue to comprise a rising share of household finances.

Breakdown of the Recent Data
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Credit conditions are looking up in
2013, even for real estate. Residential
delinguencies dropped to 9.7%, the
first time below 10% since mid-2009.
CRE and consumer delinquency rates
have fully recovered from the crisis,
while C&l asset quality is in even better
shape than in the mid-2000s. The
consumer side of things is also a bit
brighter, with improvements in home
assets lifting financial well-being and
leading to positive spillovers in other
areas of the economy.
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