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Financial

Western community banks lead US loan growth in Q3
November 10, 2014 
By Ken McCarthy and Robin Majumdar

Community banks in the West region led the nation in loan growth 
in the third quarter as the Southeast continued to lag.

When compared with the linked quarter, the West showed the 
best growth, coming in at 2.26%, according to an SNL analysis. And 
on a year-over-year basis, the West region again produced the stron-
gest median expansion, at 9.22%.

Seattle-based Sound Financial Bancorp Inc. was just one example 
of a Western bank that saw strong results in the quarter. Loans 
increased 6.8% to $417.4 million at Sept. 30, compared to Dec. 31, 
2013, and grew 9.9% from Sept. 30, 2013, the company said in a 
third-quarter 2014 earnings release. “Loan demand in our market 
areas remains steady and we are taking advantage of this economic 
improvement with measured portfolio growth,” President and CEO 
Laurie Stewart said in the release.

Median third-quarter loan growth among commercial banks with 
less than $10 billion in assets, when compared with the previous 
quarter, came in at 1.75%, the SNL analysis of regulatory filings 
found. Median loan growth between the third quarter of 2014 and 
the year-ago quarter was 5.99%.

“That certainly came to fruition,” he said. There was also continued 
strength on the commercial side from Rockland, Mass.-based Inde-
pendent Bank Corp., he said.

Commercial construction seems to be rebounding nicely, Bishop 
noted. Some banks now have the capital capacity, and are seeing 
opportunities, to get back into the commercial real estate space. “I 
think a lot of this is reflective of efforts that they’ve been working 
on for the past three or four quarters,” he said, as some commer-
cial construction projects are starting to take shape. “I think that’s 
consistent with the message managements have been espousing 
that they continue to see health in the commercial real estate and 
construction markets,” he added.

Meanwhile, the oil patch areas in Texas and Louisiana continue to 
be a bright spot and the commercial market in Tampa and greater 
west-central Florida is strengthening too. But pricing competition 
in many markets remains intense and deal structures continue to 
feel pressure in terms of issues such as lengthening duration and 
waiving guarantees, he said.

Median year-over-year growth was notable in some regions but 
still hovered mostly in the mid-single digits. Banks in the New Eng-
land region saw 8.33% growth while the Southeast struggled the 
most, generating median loan growth of just 4.44%, SNL found.

Median loan growth by geography and type for banks under $10B in assets
Q3’14 vs. Q2’14 change (%)

Consumer loan types Commercial loan types

Region
Residential 

construction

Closed-
end 1st 

lien 1-4*
 Home 
equity 

Non-real 
estate 

consumer 

Non-
residential 

construction
Multi-
family CRE** Farm

Agri-
cultural

Commercial 
& industrial Total

Mid-Atlantic 6.02 1.30 0.39 0.00 1.81 -0.44 1.06 -0.72 -0.76 0.60 1.66
Midwest 8.85 0.85 0.62 1.24 0.89 -0.97 -0.35 0.38 5.98 -0.48 1.83
New England 8.40 0.87 1.77 -0.27 2.76 -0.21 0.54 -2.50 -1.37 -1.06 1.98
Southeast 6.64 0.68 0.12 0.52 0.04 -0.89 0.08 -0.68 2.01 0.68 1.32
Southwest 6.47 1.71 -0.91 0.31 3.31 -0.90 0.48 -0.56 1.20 0.77 2.07
West 9.99 0.08 -0.47 -0.53 -0.27 -0.50 1.51 -0.54 2.16 0.52 2.26
National 7.62 0.91 0.11 0.78 0.92 -0.86 0.12 -0.08 4.39 0.08 1.75
As of Nov. 5, 2014.
Banks included are commercial banks with less than $10 billion in assets as of the ends of the second and third quarters of 2014 and the third quarter of 2013. 
Ultimate parent must also be below $10 billion in assets for the most recent quarter reported.
Nondepository trust chartered banks and companies with a loan-to-asset ratio below 25% in the third quarter of 2014 are excluded.
* Closed-end 1st lien 1-4 = closed-end first lien one- to four-family loans
** CRE = commercial real estate
Data based on regulatory filings.
Loan categories are not representative of entire loan portfolio.
Source: SNL Financial

The Southwest region achieved second-best quarter-over-quarter 
growth behind the West, with 2.07% expansion, while the Southeast 
produced the weakest result with a gain of 1.32%.

Drexel Hamilton analyst David Bishop told SNL that loan growth 
was mostly in line with expectations for the $10 billion and below 
banks in his coverage universe. There was an expected rebound for 
some banks, including Conway, Ark.-based Home BancShares Inc., 
which saw a strong recovery in its commercial real estate pipeline. 

The Southwest, including Texas, experienced 7.91% year-over-
year growth. Danny Payne, a banking industry consultant and a 
former Texas Department of Savings and Mortgage Lending com-
missioner, told SNL he has already seen some cautious optimism 
following the mid-term election results. Texas and the Southwest are 
still enjoying the fruits of oil and gas activity in the form of deposit 
growth, especially in central and west Texas, he said. Texas-based 
banks saw loan growth of 2.30% compared to the linked quarter and 
9.29% growth on a year-over-year basis, SNL found.
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Median loan growth by geography and type for banks under $10B in assets
Q3'14 vs. Q3'13 change (%)

Consumer loan types Commercial loan types

Region
Residential 

construction

Closed-
end 1st 

lien 1-4*
 Home 
equity 

Non-real 
estate 

consumer 

Non-
residential 

construction
Multi-
family CRE** Farm

Agri-
cultural

Commercial 
& industrial Total

Mid-Atlantic 8.15 5.87 1.44 -4.22 5.76 6.54 6.49 -1.10 -2.29 7.44 7.21
Midwest 13.09 3.26 0.49 -0.25 0.00 -2.34 1.83 5.66 8.91 5.29 5.47
New England 24.56 5.49 6.27 -0.91 11.65 9.08 6.24 -7.27 12.00 10.75 8.33
Southeast 18.84 4.39 -0.23 -0.98 -1.69 -1.81 2.41 -1.66 5.09 6.06 4.44
Southwest 25.82 7.39 -1.59 -2.28 10.75 -2.09 5.28 1.91 8.70 6.48 7.91
West 21.24 6.50 0.89 -1.38 0.35 7.73 8.09 -0.14 -0.08 7.90 9.22
National 17.10 4.36 0.25 -1.00 1.24 -0.82 3.29 3.34 7.82 5.95 5.99
As of Nov. 5, 2014.
Banks included are commercial banks with less than $10 billion in assets as of the ends of the second and third quarters of 2014 and the third quarter of 2013. 
Ultimate parent must also be below $10 billion in assets for the most recent quarter reported.
Nondepository trust chartered banks and companies with a loan-to-asset ratio below 25% in the third quarter of 2014 are excluded.
* Closed-end 1st lien 1-4 = closed-end first lien one- to four-family loans
** CRE = commercial real estate
Data based on regulatory filings.
Loan categories are not representative of entire loan portfolio.
Source: SNL Financial

Median loan growth by assets size and type
Q3’14 vs. Q2’14 change (%)

Consumer loan types Commercial loan types

Asset size
Residential 

construction

Closed-
end 1st 

lien 1-4*
 Home 
equity 

Non-real 
estate 

consumer 

Non-
residential 

construction
Multi-
family CRE** Farm

Agri-
cultural

Commercial 
& industrial Total

<$100M 6.56 0.43 -1.18 0.82 0.00 -1.07 -0.93 -0.19 5.26 -0.54 1.86
$100M-$1B 8.86 1.06 0.52 0.68 1.40 -0.86 0.42 -0.04 3.88 0.10 1.67
$1B-$10B 5.79 1.40 1.12 1.59 3.98 1.13 1.20 0.19 4.70 2.14 2.10
Total 7.62 0.91 0.11 0.78 0.92 -0.86 0.12 -0.08 4.39 0.08 1.75
As of Nov. 5, 2014.
Banks included are commercial banks with less than $10 billion in assets as of the ends of the second and third quarters of 2014 and the third quarter of 2013. 
Ultimate parent must also be below $10 billion in assets for the most recent quarter reported.
Nondepository trust chartered banks and companies with a loan-to-asset ratio below 25% in the third quarter of 2014 are excluded.
* Closed-end 1st lien 1-4 = closed-end first lien one- to four-family loans
** CRE = commercial real estate
Data based on regulatory filings.
Loan categories are not representative of entire loan portfolio.
Source: SNL Financial

Payne said he still hears rumbles about unique niche lending in 
the smaller community banks. “I think there will be revisits to the 
growth strategies discussions at senior management and board 

levels to toss around the political crystal ball relating to any new 
perceived opportunities if D.C. gridlock eases and we see some con-
gressional efforts and/or movements toward reg relief, economic 

improvements etc.,” he said. “However, on the other hand, we may 
see gridlock like never before.”

Banks between $1 billion and $10 billion in assets saw better 

growth than their smaller counterparts during the quarter and expe-
rienced total median loan growth of 2.10%. Residential construction 
loans were one of a few categories where all asset sizes saw positive 

Median loan growth by assets size and type
Q3’14 vs. Q3’13 change (%)

Consumer loan types Commercial loan types

Asset size
Residential 

construction

Closed-
end 1st 

lien 1-4*
 Home 
equity 

Non-real 
estate 

consumer 

Non-
residential 

construction
Multi-
family CRE** Farm

Agri-
cultural

Commercial 
& industrial Total

<$100M 0.66 1.42 -4.71 -1.18 -5.79 -4.73 -0.10 3.17 7.66 3.19 4.40
$100M-$1B 20.23 5.15 1.11 -1.34 1.97 0.95 3.81 3.13 8.23 5.97 6.24
$1B-$10B 20.79 8.06 3.38 2.49 13.68 12.90 7.77 5.09 6.44 13.66 9.79
Total 17.10 4.36 0.25 -1.00 1.24 -0.82 3.29 3.34 7.82 5.95 5.99
As of Nov. 5, 2014.
Banks included are commercial banks with less than $10 billion in assets as of the ends of the second and third quarters of 2014 and the third quarter of 2013. 
Ultimate parent must also be below $10 billion in assets for the most recent quarter reported.
Nondepository trust chartered banks and companies with a loan-to-asset ratio below 25% in the third quarter of 2014 are excluded.
* Closed-end 1st lien 1-4 = closed-end first lien one- to four-family loans
** CRE = commercial real estate
Data based on regulatory filings.
Loan categories are not representative of entire loan portfolio.
Source: SNL Financial
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results, growing 6.56% for banks of less than $100 million in assets, 
8.86% for those between $100 million and $1 billion and 5.79% for 
companies of $1 billion to $10 billion in assets.

Drexel Hamilton’s Bishop said he expects loan growth in the fourth 
quarter to be fairly consistent with the third quarter. He said there 
will be continued elevated margin compression relative to the first 
half of the year. His coverage universe saw margin compression of 
eight basis points in the quarter, which was much higher than the 
one or two bps of compression seen in the first half of the year. The 
beneficial effects of purchase accounting accretion income is start-

ing to accelerate for some of the banks. “And that’s obviously having 
an impact on the margin,” he said. On the flipside, the recently com-
pleted quarter was the first without a sequential decline in interest 
bearing deposit costs. “So it appears that those have reached an 
inflection point,” he said. Deposit pricing is becoming more impor-
tant in terms of asset liability management for some banks, he said.

Payne believes banks will see quality loan growth in the “stable to 
lacking” range for the coming quarter, though 2015 may bring more 
optimistic attitudes and opportunities — especially in M&A. “Overall, 
things seem to be status quo and relatively quiet,” he said.        i


