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Delaware

Delaware’s employment and wage growth trends have outperformed the nation.

Delaware’s 1.5 percent employment growth in second
quarter 2004 surpassed the U.S. average of 1 percent (See
Chart 1). Delaware’s job growth rate ranked among the
top quarter of U.S. states.

Wilmington, which accounts for three-quarters of the
state’s jobs, achieved positive employment growth through
June 2004. Job growth in the key sectors, including
construction, financial and business services, and
educational and health services, offset losses in
manufacturing and information services.

Employment growth in Dover has been strong relative to
the nation, with virtually all sectors expanding. Dover’s
job growth ranked fifth among U.S. metro areas in second
quarter 2004. As the state capital, government is the
largest employer.

Home appreciation exceeds national average, while office
market conditions have improved.

House price appreciation in Wilmington, the state’s largest
housing market, has consistently exceeded the national
average since the end of 2001 (See Chart 2). After trailing
the nation since 1998, appreciation in Dover now
approximates the U.S. average. In-migration and steady
population growth have contributed to housing demand
in the state.

Office market conditions in Wilmington improved in
second quarter 2004. Rents were stable, and net absorption
was positive for the first time in nearly two years. The
vacancy rate declined three percentage points to 16.4
percent, roughly equal to the national average (See Chart
3). Stronger employment growth is translating into
increased demand for office space.

Chart 1: Delaware Continues to Outpace the
U.S. in Job Growth
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Chart 2: Price Appreciation In Wilmington Now
Exceeds the Nation. Dover Has Caught Up.
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Source: Office of Federal Housing Enterprise Oversight.

Chart 3: Wilmington's Office Vacancy Rate
Has Improved
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Profitability reported by FDIC-insured institutions
headquartered in Delaware was favorable in second quarter
2004.

e Delaware’s return-on-assets was stable in second quarter
2004; a decline in net interest margin was offset by higher

non-interest income. !

Delaware’s credit quality remains among the best in the
nation.

¢ The median past-due loan ratio for all of Delaware’s
FDIC-insured institutions, at 0.72 percent of loans, is
eighth lowest among U.S. states and the District of
Columbia. Past-due loan rates were very favorable across
loan categories, reflecting the state’s positive employment
trend, strong housing markets, and overall favorable
economic performance.

e Commercial real estate (CRE) loan quality has been
favorable in recent years, as borrowers have been able to
refinance at favorable interest rates. Some CRE borrowers
could nonetheless face stress should interest rates continue
to rise. However, the level of CRE loans among Delaware’s
insured institutions is low relative to the U.S. average.

¢ Very strong housing markets throughout much of
Delaware have accompanied strong growth in home equity
and construction loans among the state’s community
banks (See Chart 4). Commercial and industrial (C&J)
loan growth has been comparatively modest. However, if
the residential lending boom wanes with rising interest
rates, banks may look to C&l lending for growth. For
discussion of nationwide C&I lending trends, see FDIC
Outlook, Fall 2004.

Credit card loan quality was stable in second quarter 2004.

® As home to four of the nation’s eight largest credit card
lenders, Delaware’s credit quality indicators are influenced

by credit card conditions throughout the U.S.?

® Nationwide, credit card delinquency and charge-off ratios
reported by FDIC-insured institutions were stable in
second quarter 2004 (See Chart 5). Favorable performance
is consistent with an overall favorable nationwide
employment picture.

e However, since credit card loans typically carry floating
rates, increased short-term interest rates could lift debt
service requirements, potentially reducing consumer
repayment capacity. Additionally, high consumer debt
burdens could challenge marginal borrowers.

!Includes FDIC-insured institutions headquartered in Delaware excluding banks less than three
years old and credit card banks, unless otherwise noted.

“Credit card lenders” is defined as insured institutions that hold at least 50 percent of assets in
credit card loans and managed receivables.

Chart 4: Residential Lending Has Taken
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Chart 5: Credit Card Delinquency and
Charge-off Rates Were Stable in 2Q04
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Delaware at a Glance

General Information Jun-04 Jun-03 Jun-02 Jun-01 Jun-00
Institutions (#) 34 35 39 40 38
Total Assets (in thousands) 250,033,570 204,389,087 173,668,149 170,533,164 140,937,065
New Institutions (# < 3 years) 3 5 7 7 6
New Institutions (# < 9 years) 1 1 14 13 12
Capital Jun-04 Jun-03 Jun-02 Jun-01 Jun-00
Tier 1 Leverage (median) 9.97 11.27 13.82 11.60 12.06
Asset Quality Jun-04 Jun-03 Jun-02 Jun-01 Jun-00
Past-Due and Nonaccrual (median %) 0.72% 1.52% 1.48% 2.22% 1.55%
Past-Due and Nonaccrual >= 5% 1 5 5 6 3
ALLL/Total Loans (median %) 1.38% 1.45% 1.58% 1.25% 1.24%
ALLL/Noncurrent Loans (median mulfiple) 2.58 2.21 2.34 1.66 2.25
Net Loan Losses/Loans (aggregate) 2.61% 3.39% 381% 2.85% 2.63%
Earnings Jun-04 Jun-03 Jun-02 Jun-01 Jun-00
Unprofitable Institutions (#) 1 1 3 7 8
Percent Unprofitable 2.94% 2.86% 7.69% 17.50% 21.05%
Refurn on Assets (median %) 1.63 1.93 1.73 1.44 1.30
25th Percentile 0.93 0.69 0.44 052 0.11
Net Interest Margin (median %) 3.88% 3.98% 3.92% 4.18% 4.59%
Yield on Earning Assets (median) 5.05% 5.79% 6.03% 7.12% 8.24%
Cost of Funding Earning Assets (median) 1.13% 1.69% 2.35% 3.94% 3.89%
Provisions to Avg. Assets (median) 0.18% 0.16% 0.14% 0.31% 0.25%
Noninterest Income to Avg. Assets (median) 1.66% 1.76% 1.44% 1.42% 1.44%
Overhead to Avg. Assets (median) 3.25% 3.47% 3.65% 3.92% 4.08%
Liquidity/Sensitivity Jun-04 Jun-03 Jun-02 Jun-01 Jun-00
Loans to Deposits (median %) 87.46% 84.52% 82.08% 83.34% 87.69%
Loans to Assets (median %) 64.08% 62.51% 52.09% 59.81% 64.67%
Brokered Deposits (# of Institutions) 18 18 19 17 18
Bro. Deps./Assets (median for above inst.) 6.53% 7.39% 8.32% 7.32% 7.54%
Noncore Funding to Assets (median) 32.95% 35.71% 35.45% 22.81% 25.31%
Core Funding to Assets (median) 31.25% 35.65% 37.64% 45.61% 35.10%
Bank Class Jun-04 Jun-03 Jun-02 Jun-01 Jun-00
State Nonmember 18 16 16 16 15
National 9 " 15 17 17
State Member 0 1 1 1 1
S&lL 0 0 0 0 0
Savings Bank 6 6 6 5 4
Stock and Mutual SB 1 1 1 1 1
MSA Distribution # of Inst. Assets % Inst. % Assets
Wilmington-Newark DE-MD PMSA 2 230,882,968 79.41% 92.34%
No MSA 5 18,867,077 14.71% 7.55%
Dover DE 2 283,525 5.88% 0.11%
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