State Profile

New York

In the second quarter 2004, New York achieved its best employment growth since the 2001 recession.

e New York achieved positive job growth for the second
consecutive quarter in June 2004; however, the state
continued to slightly lag national employment trends (See
Chart 1). New York’s year-to-year job growth of 0.6

percent ranked 32" in the nation.

Southern New York has outperformed upstate
manufacturing-based areas in job growth.

e Employment growth in the New York City metro area,
which represents almost half of the jobs in the state,
rebounded in second quarter 2004, increasing 0.6 percent
(See Chart 2). Improvement in key sectors, such as
professional, business, and information, and continued
growth in health, education and tourism, have offset losses
in manufacturing, banking, and government.

e New York City suburbs, including Dutchess, Putnam,
and Rockland counties, which have a greater
concentration in expanding sectors, such as health,
leisure-time, financial, and business services, had the
highest job growth rates in the state and ranked among
the top quarter of all U.S. metro areas.

e Parts of upstate New York, including Buffalo and
Rochester, lag statewide job growth trends reflecting a
greater concentration of manufacturing jobs. The rate of
job losses in these areas, however, has eased due to a
recovery in manufacturing.

Elevated home price appreciation continues in parts of the
state.

e Home price appreciation in the state’s housing markets
in and around New York City, including Long Island and
Westchester and Dutchess counties, remained in double
digits (See Chart 3). Home price appreciation in these
areas tends to be more volatile over business cycles.

e Western and northern New York metro areas, including
Buffalo or Rochester, have experienced appreciation levels
consistently below the national average during the past
several years, reflective, in part, of less favorable local
economies and slow-growing populations.

Chart 1: Employment Trends for New York State,
City, and Nation Were Positive in Second Qtr. 2004
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Source: Bureau of Labor Statistics.

Chart 2: Job Gains Are Strongest in New York City
Suburbs, Western and Central NY Lag
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Yearly numbers represent second quarter over prior year.
Source: Bureau of Labor Statistics.

Chart 3: Downstate and Hudson Valley Have Seen
the Greatest Home Price Appreciation
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Year-to-year change: second quarter 2003 to second quarter 2004.
Source: Office of Federal Housing Enterprise Oversight.
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Profitability reported by FDIC-insured institutions
headquartered in New York declined slightly in second
quarter 2004.

e The majority of the state’s insured institutions reported

a dip in return-on-assets in the second quarter.! Net
interest margins tightened somewhat as declines in asset
yields outpaced reductions in funding costs.

e Extending a decline of 14 consecutive quarters, the
median cost of funds for New York’s insured institutions
declined in second quarter 2004. However, the pace of
reduction slowed. The median cost of funds dropped only
three basis points to 1.36 percent, well below the average
quarterly decline of 20 basis points over the past 3% years.

e In fact, an increasing share of New York’s insured
institutions reported higher funding costs during second
quarter 2004 (See Chart 4). This trend reflects the bounce
during the quarter in short-term market interest rates off
record lows and the competitiveness of deposit markets.
Depending on the degree of sensitivity of bank deposit
rates to increases in market interest rates, more insured
institutions likely will report higher funding costs in future
quarters.

Credit quality was favorable in second quarter 2004.

e The percentage of loans past due declined for the third
straight quarter, reflecting strengthening economic
conditions in the state. Consistent with easing of job
losses in the state’s manufacturing sector, banks
headquartered upstate reported a decline in the past-due
loan ratio (See Chart 5).

e Credit quality upstate, nonetheless, has underperformed
downstate in recent years, in line with the weaker
employment picture in that area.

Small business lending may be poised to grow.

¢ Consistent with national trends, growth in small
commercial and industrial (C&I) loans among New York’s
community banks has been modest for the past several

years.” The consumer-led recovery and strong housing
markets have translated into comparatively higher growth
in the construction and home equity loan categories (See
Chart 6). However, prospects for C&I lending may
improve with business formation trends in the state. The
business formation rate in New York was 12.8 percent
between 2002 and 2003, the 17 highest growth rate in

the nation. For discussion of C&I lending trends

nationwide, see FDIC Outlook, Fall 2004.

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

“Community banks” are defined as insured institutions that hold less than $1 billion in total
assets. This definition excludes credit card banks and banks less than three years old.

Chart 4: An Increasing Share of New York's
Insured Institutions Report Higher Cost of Funds
Percent of insured institutions reporting increased cost of funds
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Note: Excludes banks less than three years old and credit card specialists.
Source: FDIC

Chart 5: Credit Quality Improves in Second Quarter

2004 but Remains Weaker Upstate
3.0
Upstate

N
&)

N
o

f

1.0

Downstate
05 +—A—t+—"4+—"r—t—tt—tt—t—t—tt—t—
2q00 2q01 2q02 2q03 2q04

Note: Includes loans 30 days or more past-due. Excludes credit card banks and banks less than
three years old. Downstate includes New York City and Orange, Putnam, Rockland, and
Westchester counties. Upstate is the rest of the state.

Source: FDIC
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Chart 6: Small Business Loan Growth Has
Moderated as Housing Has Taken Center Stage
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Note: Data as of June 30th for insured institutions with total assets less than $1

billion, excluding credit card banks and banks less than three years old. Small C&I

Loans are loans with original amounts below $250 thousand.

Source: FDIC
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New York at a Glance

General Information Jun-04 Jun-03 Jun-02 Jun-01 Jun-00
Institutions (#) 203 209 213 24 234
Total Assets (in thousands) 1,865,884,633 1,739,162,762 1,554,531,275 1,511,210,163 1,328,668,765
New Institutions (# < 3 years) 8 9 1 15 14
New Institutions (# < 9 years) 28 26 2 2 19
Capital Jun-04 Jun-03 Jun-02 Jun-01 Jun-00
Tier 1 Leverage (median) 8.97 8.60 8.73 8.79 9.17
Asset Quality Jun-04 Jun-03 Jun-02 Jun-01 Jun-00
Past-Due and Nonaccrual (median %) 1.22% 1.43% 1.58% 1.67% 1.56%
Past-Due and Nonaccrual >= 5% 12 2 2 16 16
ALLL/Total Loans (median %) 1.13% 1.15% 1.13% 1.06% 1.05%
ALLL/Noncurrent Loans (median mulfiple) 2.07 1.64 167 1.68 1.79
Net Loan Losses/Loans (aggregate) 0.86% 1.10% 1.19% 0.50% 0.39%
Earnings Jun-04 Jun-03 Jun-02 Jun-01 Jun-00
Unprofitable Institutions (#) 10 7 16 19 16
Percent Unprofitable 4.93% 3.35% 7.51% 8.48% 6.84%
Refurn on Assets (median %) 0.84 0.92 0.95 0.87 0.93
25th Percentile 0.48 057 0.59 052 0.63
Net Interest Margin (median %) 3.69% 3.80% 4.05% 3.92% 4.16%
Yield on Earning Assets (median) 5.15% 5.61% 6.54% 7.59% 7.70%
Cost of Funding Earning Assets (median) 1.36% 1.72% 2.28% 3.75% 3.63%
Provisions to Avg. Assets (median) 0.06% 0.10% 0.11% 0.10% 0.09%
Noninterest Income to Avg. Assets (median) 0.60% 0.66% 0.63% 0.61% 0.58%
Overhead to Avg. Assets (median) 2.80% 2.86% 2.87% 2.86% 2.89%
Liquidity/Sensitivity Jun-04 Jun-03 Jun-02 Jun-01 Jun-00
Loans to Deposits (median %) 67.95% 65.77% 70.77% 73.96% 73.91%
Loans to Assets (median %) 54.93% 54.72% 58.42% 59.90% 60.79%
Brokered Deposits (# of Institutions) 59 54 52 56 52
Bro. Deps./Assets (median for above inst.) 2.27% 2.81% 2.58% 1.39% 1.86%
Noncore Funding to Assets (median) 17.65% 16.60% 17.36% 20.23% 18.65%
Core Funding to Assets (median) 68.78% 70.01% 69.81% 67.35% 68.71%
Bank Class Jun-04 Jun-03 Jun-02 Jun-01 Jun-00
State Nonmember 55 56 58 60 59
National 54 57 57 60 63
State Member 25 23 2 25 2
S&lL 19 21 2 23 25
Savings Bank 23 23 22 22 25
Stock and Mutual SB 2 29 2 34 35
MSA Distribution # of Inst. Assets % Inst. % Assets
New York NY PMSA 84 1,599,745,701 41.38% 85.74%
No MSA 43 19,727,786 21.18% 1.06%
Syracuse NY 12 3,558,312 5.91% 0.19%
Nassau-Suffolk NY PMSA 10 55,888,043 4.93% 3.00%
Albany-Schenectady-Troy NY 10 5,239,479 4.93% 0.28%
Rochester NY 9 2,631,233 4.43% 0.14%
Newburgh NY-PA PMSA 9 1,661,432 4.43% 0.09%
Buffalo-Niagara Falls NY 8 168,096,827 3.94% 9.01%
Utica-Rome NY 6 3,050,087 2.96% 0.16%
Dutchess County NY PMSA 4 658,644 1.97% 0.04%
Elmira NY 3 1,260,783 1.48% 0.07%
Jamestown NY 2 702,355 0.99% 0.04%
Binghamton NY 2 2,456,874 0.99% 0.13%
Glens Falls NY 1 1,207,077 0.49% 0.06%
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