State Profile

Nevada

Nonfarm employment growth in Nevada continues to outpace the nation.
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= The state’s gaming industry continues to be challenged by Source: Bureau of Labor Statistics
the decline in travel following 9/11 and slow growth in the
U.S. and global economies.

Chart 2: Nevada's Gaming Revenue and
Visitor Volumes Remain Below 2000 Levels
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Commercial real estate (CRE) market conditions
need to be monitored closely due to high CRE loan*
concentrations among the state’s insured institutions.
As of December 2002, the median CRE loan-to-Tier
1 capital ratio among Nevada’s established communi-
ty institutions? was 511 percent, up from 303 percent
ten years earlier. Construction loan exposures, one of
the traditionally higher-risk components of CRE
lending, contributed materially to the trend.

Despite high concentrations, the median past-due
CRE loan ratio among established community insti-
tutions decreased from 1.82 to 1.08 percent during
the twelve months ending December 31, 2002.

Higher consumer debt loads and a rush to file
in anticipation of proposed bankruptcy law
changes prompted elevated bankruptcy and fore-
closure rates in Nevada during 2001 and 2002.

Through the twelve months ending December
2002, nearly 9 of every 1,000 people in Nevada
filed for personal bankruptcy, a rate significantly
higher than the national average and the state’s
year-ago performance. Nevada’s personal bankruptcy
filing rate was second highest in the San Francisco
Region behind Utah (see Chart 4).

Clark County (the bulk of the Las Vegas MSA and
home to nearly 70 percent of the state’s population)
reported the highest personal bankruptcy rate in the
state during 2002.

The Mortgage Bankers Association of America
reported that foreclosure starts in Nevada averaged
0.51 percent per quarter during 2002, up from 0.48
percent one year earlier and well above a national
quarterly average of 0.37 percent.

Despite the state’s high personal bankruptcy and
foreclosure start rates, established community insti-
tutions based in Nevada reported declining median
past-due 1-4 family real estate and consumer loan
ratios. However the median net consumer loan loss
ratio increased from 0.16 to 1.24 percent among the
group during the year ending December 31, 2002.

'CRE loans include mortgages secured by nonfarm-nonresidential,
multifamily, and construction projects.

2 Established community institutions are defined as insured institu-
tions opened more than three years, with total assets of less than $1
billion. The definition also excludes industrial loan companies and
specialty consumer lenders.

Chart 4: Foreclosures Correlated to Personal

Bankruptcies in the Fourth Quarter 2002
4002 Foreclosures Started

0.7% -
0.6% -
0.5% -
0.4% -
0.3% -
0.2% -
0.1% -

Ax Correlation = 0.7
0.0% T T T T T

0 2 4 6 8 10
4002 Personal Bankruptcv Rate per 1.000 Cabita*
*Note: The bankruptcy rate was estimated using personal bankruptcies for
full year ended 4Q02 and population figures for the year 2001.
Source: U.S. Courts, Bureau of Econ. Analysis, and Mortgage Bankers Assoc.

Chart 5: Credit Card Loan Exposures Drove
Profits Higher Among Older Insured Institutions
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Earnings reported by Nevada-based insured

institutions were weak through fourth quarter

2002, primarily because of the high proportion

of younger institutions.

= The median return on average assets (ROA) ratio
reported by insured institutions based in Nevada
increased slightly during 2002 from 0.71 to 0.88
percent, but remained well below the national
median of 1.06 percent.

= Earnings performance varied among insured institu-
tions, depending on age and asset niche. ROA ratios
were weakest among banks and thrifts under 9 years
old, which represented 67 percent of the state’s
insured institutions as of year-end 2002 (see Chart
5). Insured institutions in operation longer than 9
years reported very high ROAs, in part because 6 of
the 12 institutions in this group specialize in high-
yielding credit-card loans or fee-rich mortgage bank-
ing. Excluding these specialty institutions, the
median ROA among insured institutions open at
least 9 years was a more modest 1.34 percent.
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Nevada at a Glance

General Information Dec-02 Dec-01 Dec-00 Dec-99 Dec-98
Institutions (#) 36 36 34 29 27
Total Assets (in thousands) 40,525,445 35,378,221 38,659,793 32,732,413 21,577,075
New Institutions (# < 3 years) 9 1 12 9 8
New Institutions (# < 9 years) 24 26 24 19 16
Capital Dec-02 Dec-01 Dec-00 Dec-99 Dec-98
Tier 1 Leverage (median) 10.01 10.27 11.57 12.51 9.97
Asset Quality Dec-02 Dec-01 Dec-00 Dec-99 Dec-98
Past-Due and Nonaccrual (median %) 1.57% 1.59% 1.711% 1.49% 1.39%
Past-Due and Nonaccrual > = 5% 4 1 2 6 5
ALLL/Total Loans (median %) 1.33% 1.47% 1.46% 1.55% 1.50%
ALLL/Noncurrent Loans (median multiple) 1.91 1.95 278 2.10 3.61
Net Loan Losses/Loans (aggregate) 1.65% 3.98% 2.69% 2.66% 2.61%
Earnings Dec-02 Dec-01 Dec-00 Dec-99 Dec-98
Unprofitable Institutions (#) 4 8 9 8 7
Percent Unprofitable 11.11% 22.22% 26.47% 27.59% 25.93%
Return on Assets (median %) 0.88 0.71 0.93 0.78 1.04
25th Percentile 0.40 0.07 -0.42 -0.28 -0.36
Net Interest Margin (median %) 4.84% 4.88% 5.55% 5.21% 5.41%
Yield on Earning Assets (median) 7.01% 8.31% 9.82% 8.86% 9.33%
Cost of Funding Earning Assets (median) 1.80% 3.73% 4.01% 3.50% 3.43%
Provisions to Avg. Assets (median) 0.46% 0.53% 0.73% 0.72% 0.46%
Noninterest Income to Avg. Assets (median) 0.47% 0.48% 0.61% 0.70% 0.73%
Overhead to Avg. Assets (median) 3.71% 3.76% 4.28% 4.29% 4.19%
Liquidity/Sensitivity Dec-02 Dec-01 Dec-00 Dec-99 Dec-98
Loans to Deposits (median %) 88.51% 86.78% 81.81% 84.93% 71.63%
Loans to Assets (median %) 74.24% 71.85% 68.71% 69.03% 62.09%
Brokered Deposits (# of Institutions) 14 10 6 4 3
Bro. Deps./Assets (median for above inst.)  6.86% 1.21% 7.19% 0.30% 0.29%
Noncore Funding to Assets (median) 19.17% 19.27% 15.10% 14.31% 14.63%
Core Funding to Assets (median) 66.16% 65.51% 68.53% 70.16% 72.85%
Bank Class Dec-02 Dec-01 Dec-00 Dec-99 Dec-98
State Nonmember 23 22 20 16 17
National 7 8 8 8 8
State Member 3 3 4 3 2
S&L 0 0 0 0 0
Savings Bank 2 2 2 2 0
Mutually Insured 1 1 0 0 0
MSA Distribution # of Inst. Assets % Inst. % Assets
Las Vegas NV-AZ 26 39,138,050 72.22% 96.58%
Reno NV 6 1,149,310 16.67% 2.84%
No MSA 4 238,085 11.11% 0.59%
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