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REPRINTED 
FROMSeattle-area lenders 

ride prosperous 
economic wave

By KEVIN DOBBS and RAZI HAIDER SEPTEMBER 1, 2016

Business confidence, robust job creation and strong real 
estate markets continue to propel banks in Seattle and 
neighboring markets in the state of Washington, highlighted 
by steady loan demand and continued solid credit quality.

“The loan demand here is incredibly strong,” Seattle-based 
Sound Financial Bancorp Inc. CFO Matthew Deines said in an 
interview.

He said prominent fast-growing technology companies, 
notably including Amazon.com Inc., are hiring at a rapid clip, 
fueling population growth that is by extension driving need 
for housing and the services of various small businesses. 
Deines noted that Amazon alone is currently advertising 
more than 7,000 job openings in the Seattle area.

“In-migration for jobs here is amazing,” Deines said, adding 
that many of the positions are high-paying tech jobs. “There 
are construction cranes everywhere. There is actually a back-
log of construction projects” in Seattle “because the construc-
tion industry has more work than it can handle.”

Deines said Sound Financial’s bank generated company-
record loan originations in the second quarter. Net loan 
growth was held in the low single digits only because of 
high levels of pay-downs. More customers are amassing 

wealth and are paying off old debts. What is more, clients 
are seeing the values of their properties surge, making it 
easier for them to refinance both commercial and residential 
mortgages.

But Deines said the bank’s loan pipeline in the current 
quarter remains hearty.  

Among the 10 largest banks based in Washington, median 
loans advanced 2.9% during the second quarter, while me-
dian adjusted nonperforming assets as a percentage of total 
assets hovered below 1%, according to an S&P Global Market 
Intelligence analysis.

“Things just look really healthy,” said Deines, whose bank’s 
NPAs also are below 1% of total assets. “Real estate is boom-
ing; the housing market here is very firm. … The data and the 
activity do not indicate any weaknesses right now.”

The latest S&P CoreLogic Case-Shiller U.S. National Home 
Price NSA Index, released this week, showed that prices in 
Seattle climbed 11% in June from a year earlier, more than 
double the 5.1% national increase.

Unemployment in Greater Seattle stood at 4.4% in July, 
down from 4.6% the previous month and below the 4.9% na-
tional rate, according to Washington’s Employment Security 
Department.

Although Washington does have relative pockets of slug-
gishness in less populated areas — the statewide jobless rate 
is notably higher at 5.8% — the state overall is advancing. 
Between July 2015 and the same month this year, the state 
added more than 100,000 jobs.

10 largest banks and thrifts based in Washington
At or for the quarter ended June 30, 2016

Total 
assets 

($B)

QOQ loan 
growth 

(%)

Adjusted NPAs/
assets* ROAA

Company (ticker) City (%) vs. Q1'16 (%) vs. Q1'16
Washington Federal Inc. (WAFD) Seattle 14.82 0.9 1.24 ▼ 1.16 ▲

Banner Corp. (BANR) Walla Walla 9.92 2.8 0.49 ▲ 0.85 ▲

Columbia Banking System Inc. (COLB) Tacoma 9.35 4.0 0.42 ▼ 1.10 ▲

HomeStreet Inc. (HMST) Seattle 5.94 5.9 1.72 ▼ 1.54 ▲

W.T.B. Financial Corp. (WTBFB) Spokane 5.17 3.9 0.39 ▼ 1.08 ▲

Heritage Financial Corp. (HFWA) Olympia 3.76 2.7 0.92 ▼ 0.96 ▼

Yakima Federal Savings and Loan Association Yakima 1.78 1.1 0.10 ▲ 0.85 ▼

Peoples Bancorp Bellingham 1.49 4.0 0.87 ▼ 1.10 ▲

Cashmere Valley Bank (CSHX) Cashmere 1.40 2.9 0.85 ▼ 1.31 ▼

Olympic Bancorp Inc. Port Orchard 1.12 1.1 0.12 ▲ 1.06 ▲

Washington median 2.9 0.91 ▼ 0.82 ▲

Data compiled Aug. 23, 2016.
Analysis limited to top-tier consolidated banks and thrifts based in Washington.
Data based on regulatory filings as of June 30, 2016.
* Adjusted NPAs exclude government-guaranteed assets.
NPAs = nonperforming assets; ROAA = return on average assets; QOQ = quarter-over-quarter
Source: SNL Financial, an offering of S&P Global Market Intelligence
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Paul Turek, the state’s labor market economist, said that of 
the state’s 13 sectors, only manufacturing failed to add jobs 
over the past year.

While led by activity in Seattle, gains have been made in 
recent months in other nearby markets in the state, includ-
ing Tacoma.     

Melanie Dressel, president and CEO of Tacoma, Wash.-
based Columbia Banking System Inc., noted that Washing-
ton’s labor force has increased by more than 97,000 workers 
over the past 12 months, with roughly a third of that growth 
in the Seattle area alone.

“Unless Amazon stops hiring, you may as well get used 
to it,” she said during a recent second-quarter earnings call 
with analysts.

Columbia Banking System grew loans at a 4% rate during 
the second quarter, according to the S&P Global analysis.  

Dressel said Columbia Banking System’s second-quarter 
survey of its business clients found that more than 90% of 

them are confident in the future of their operations. “And in 
fact,” she said, “their feelings about their industries’ business 
conditions were at an all-time high.”

Among banks based in Washington, only Seattle-based 
HomeStreet Inc. – at 5.9% – grew loans at a greater clip than 
Columbia during the second quarter, the analysis found.  

HomeStreet Chairman, President and CEO Mark Mason 
told analysts during a recent earnings call that the company’s 
residential mortgage business is on solid ground, as is lend-
ing to business clients.   

“Our commercial real estate business in the Pacific North-
west overall continues strong,” Mason said.

“The construction projects that we financed are all primar-
ily on budget and on time. And the market here continues to 
be very strong,” he added. “Demand continues to grow; job 
creation and household formation continues to support high 
levels of construction in our markets.”

Washington

West 
region2

National

Data compiled Aug. 23, 2016.
Analysis represents median quarter-over-quarter changes in credit quality and loans at commercial banks below $20 billion in total assets at June 30, 
2016, and March 31, 2016. Ultimate parent must also be below $20 billion in assets for the most recent quarter reported.
Excludes nondepository trust chartered banks, industrial banks and companies with a loans-to-assets ratio below 25% at June 30, 2016.
Data based on regulatory filings as of June 30, 2016.
1 Adjusted values exclude government-guaranteed assets.
2 West region = Alaska, Arizona, California, Federated States of Micronesia, Guam, Hawaii, Idaho, Montana, Nevada, Oregon, Washington and Wyoming
Loan categories are not representative of entire loan portfolio.         
QOQ = quarter-over-quarter
Source: SNL Financial, an offering of S&P Global Market Intelligence Credit: Cat Weeks

Credit quality median change Lending category median change

QOQ changes in credit quality and lending at banks under $20B in assets (%)

Adjusted 
nonaccrual 

loans1

Adjusted 
nonperforming 

assets1 Reserves Real estate
Commercial & 

industrial Consumer Gross

-3.6 -5.7 1.1 2.3 1.5 4.0 3.1

-4.0 -2.5 1.2 3.2 2.7 2.0 3.7

-2.8 -2.3 1.0 1.9 1.7 1.4 2.1


