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Regulatory scrutiny prompting some M&A but not 
slowing CRE loan growth

By Chris Vanderpool and Nathan Stovall June 1, 2017

Regulators’ heightened focus on banks’ commercial real es-
tate, or CRE, concentrations has pushed some institutions 
out of the business but has not prevented most entities with 
elevated exposures from growing the asset class.

Bankers say the recent regulatory focus has carried much 
greater weight than when it first emerged more than a de-
cade ago, but it has not slowed growth at banks with height-
ened exposures. When comparing CRE loan growth among 
banks that had a variety of concentration levels at Dec. 31, 
2015, the last period before regulators reiterated the guid-
ance, it seems clear that most banks focused on the busi-
ness have not backed away from their markets.

Late in 2015, regulators sounded a warning over commercial 
real estate concentrations due to historically low capital-
ization rates and rising property values in many markets, 
reiterating guidance first issued in 2006. Regulators said 
banks with elevated concentrations — CRE loans exceeding 
300% of risk-based capital and growth in the asset class in 
excess of 50% over the last three years; or construction and 
development loans exceeding 100% of risk-based capital — 
would face greater regulatory scrutiny to ensure they were 
operating in a safe and sound manner.

Banks exceeding the first threshold in the guidance at 
year-end 2015 — where CRE loans exceeded 300% of risk-
based capital and had grown more than 50% over the last 
36 months — have actually grown the portfolios in question 
the most since then, reporting a median increase of 19.5%. 
Banks exceeding both the CRE concentration and growth 
thresholds as well as the construction and development 
loan concentration guideline reported the second-highest 
growth rate over the last 15 months. Banks in that category 
grew CRE loans by a median of 18.8% since year-end 2015.

Many of the banks with elevated CRE exposures that have 
reported the strongest growth in the asset class received 
boosts from acquisitions. Among banks with concentrations 
over the 300% threshold, six of the 10 fastest growers have 
completed an acquisition since year-end 2015. Six of the 10 
fastest-growing banks with concentrations between 200% 
and 300% also closed a deal.

Our analysis included not just banks operating above the 
thresholds laid out in the guidance but also institutions with 
CRE and construction and development loan exposures near 
the levels flagged by regulators. Banks carefully evaluate 
crossing the thresholds since they bring additional scru-
tiny; in some cases, they forgo growth to avoid the extra 
attention.

S&P Global Market Intelligence also evaluated banks oper-
ating above a single CRE exposure threshold. Some institu-
tions have disclosed informal agreements with regulators to 
not exceed certain exposure levels, even though they do not 
meet the growth metrics laid out in the regulatory guidance. 
For example, New York Community Bancorp Inc. agreed to 
keep CRE loans below 850% of its risk-based capital.

Many institutions operating above the thresholds consider 
CRE lending a core competency and point out that they focus 
on certain assets that are considered less risky. New York 
Community specializes in multifamily lending primarily on 
rent controlled/stabilized buildings in metro New York. The 
Long Island-based thrift regularly highlights that losses on 
that product have been virtually non-existent during its life 
as a public company, equating to just 0.2% of all multifamily 
loans originated since 1993.

Other banks have continued to operate above the thresholds 
laid out in the CRE guidance. Bank of the Ozarks Inc., for 
instance, has maintained a concentration that exceeds the 
levels for some time. Bank of the Ozarks feels comfortable 
with the practice and touts its risk-monitoring processes. 
The company also regularly notes that 70% of its funded 
nonpurchased loans are generated from its real estate spe-
cialties group, boasting an average loan-to-value ratio of 
41.8% associated with that business. Bank of the Ozarks 
notes that only two loans originated by the group have in-
curred losses since its inception in 2003.

Even as some companies operate well above the guidance, 
there is no question that regulators’ warnings have made 
an impression. While a number of banks have raised eq-
uity or tapped the subordinated debt markets to bolster 
their risk-based capital ratios, some institutions operating 
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US bank & thrift median growth in commercial real estate loans since reiteration  
of concentration guidance (%)
Growth through March 31, 2017. Comparisons based on banks’ CRE concentration levels 
as of Dec. 31, 2015.
CRE concentration thresholds Elevated CRE concentration and 3-year CRE growth thresholds

Elevated concentration defined as CRE >300% of risk-based capital Elevated concentration defined as CRE >300% of risk-based capital 
and 3-year CRE growth >50%
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Data compiled May 19, 2017.
Based on regulatory filings as of March 31, 2017.
Analysis includes currently operating commercial banks, savings banks and savings and loan associations.
CRE = commercial real estate; regulators define commercial real estate as the sum of: construction and land development loans, multifamily 
loans, nonowner-occupied nonresidential property loans and commercial real estate loans secured by collateral other than real estate
C&D = construction and land development; RBC = risk-based capital
Source: S&P Global Market Intelligence
© 2017. S&P Global Market Intelligence. All rights reserved.

above the CRE guidance have recently sold. At least four 
publicly traded banks — CU Bancorp, Paragon Commercial 
Corp., Stonegate Bank and WashingtonFirst Bankshares 
Inc. — that exceeded the thresholds at year-end 2016 have 

agreed to hand over the reins to another institution in the 
last few months.

After some institutions exited their respective markets, 
bankers began reporting better pricing on many CRE loans 
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Top banks and thrifts by CRE growth rates
Banks above 300% CRE concentration at Dec. 31, 2015

Company (top-level ticker) City, state

Q1'17 
total 
assets  
($M)

Total CRE

Q1'17  
($M)

Change 
since 
Q4’15  
(%)

Percentage  
of RBC

Q1'17  
(%)

Change 
since 
Q4'15 
(pps)

Revere Bank (REVB)^ Laurel, MD 1,949.4 761.3 206.0 402.8 100.5

First Foundation Bank (FFWM) Irvine, CA 3,683.8 2,043.8 133.7 648.3 246.0

Commercial Bank of California (NCAL)^ Irvine, CA 788.4 341.0 109.8 370.6 -42.3

Pioneer Bank SSB (PONB)^ Austin, TX 1,165.3 300.8 90.6 276.2 -78.6

SmartBank (SMBK) Pigeon Forge, TN 1,046.7 347.1 88.5 286.4 -18.7

Premier Business Bank (PBCA)^ Los Angeles, CA 529.1 197.2 81.7 398.2 2.4

Sunshine Bank (SBCP)^ Plant City, FL 955.2 254.6 76.7 259.6 -43.3

First Green Bank Orlando, FL 577.6 264.7 76.5 344.3 24.7

United Bank of Michigan Grand Rapids, MI 631.1 309.2 74.8 492.2 186.0

Bank of Hope (HOPE)^ Los Angeles, CA 13,459.5 5,707.0 71.1 362.0 9.1

Group median 85.1 366.3 5.8

Banks above 300% CRE concentration median 12.7 353.9 2.4

Banks between 200% and 300% CRE concentration at Dec. 31, 2015

Company (top-level ticker) City, state

Q1'17 
total 
assets 
($M)

Total CRE

Q1'17 
($M)

Change 
since 
Q4'15 
(%)

Percentage  
of RBC

Q1'17 
(%)

Change 
since 
Q4'15 
(pps)

Centennial Bank and Trust (HTLF)^ Denver, CO 839.5 193.8 554.7 228.7 22.1

Security Bank of Kansas City Kansas City, KS 3,093.9 955.6 266.6 230.6 -23.4

First United Bank and Trust Co.^ Durant, OK 5,913.3 2,156.9 245.4 373.1 156.0

Malvern Federal Savings Bank (MLVF) Paoli, PA 960.8 393.9 149.7 329.1 119.0

Shore United Bank (SHBI) Easton, MD 1,151.3 301.6 141.5 206.5 -33.9

Western States Bank^ Laramie, WY 480.3 102.1 126.1 191.1 -89.7

Broadway Federal Bank F.S.B. (BYFC) Los Angeles, CA 451.6 263.7 105.5 521.2 259.3

Middlefield Banking Co. (MBCN)^ Middlefield, OH 1,069.1 328.4 104.3 322.9 101.2

OceanFirst Bank (OCFC)^ Toms River, NJ 5,212.0 1,055.6 102.3 225.2 13.1

American Riviera Bank (ARBV)^ Santa Barbara, CA 466.7 158.2 99.9 324.6 71.4

Group median 133.8 276.8 46.7

Banks between 200%-300% CRE concentration median 13.5 246.6 7.9

Data compiled May 19, 2017.
Based on regulatory filings as of March 31, 2017.
Analysis includes currently operating commercial banks, savings banks and savings and loan associations.
CRE = commercial real estate; regulators define commercial real estate as the sum of: construction and land 
development loans, multifamily loans, nonowner-occupied nonresidential property loans and commercial real estate 
loans secured by collateral other than real estate
^ Completed at least one company acquisition between Dec. 31, 2015 and March 31, 2017.
Source: S&P Global Market Intelligence
© 2017. S&P Global Market Intelligence. All rights reserved.
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Top banks and thrifts by CRE concentration
Financial data as of March 31, 2017

Total 
assets 
($M)

Total CRE Risk-
based 
capital 
ratio 
(%)

Wholesale 
funding 
con-
centration       
(%)*Company (top-level ticker) City, state

Per-
centage 
of RBC

Change 
since 
Q4'15 
(%)

OneUnited Bank Boston, MA 661.0 1,067.5 18.1 10.9 38.5

First State Bank Danville, VA 29.2 1,010.3 0.3 3.6 0.0

Dime Community Bank (DCOM) Brooklyn, NY 6,079.7 1,008.8 22.6 11.7 14.0

Beach Community Bank (BCBF) Fort Walton Beach, FL 505.6 809.2 -13.5 4.9 7.1

New York Community Bank (NYCB) Westbury, NY 45,465.0 767.9 3.3 13.1 42.3

First City Bank of Florida Fort Walton Beach, FL 213.1 726.8 -11.7 5.1 22.8

First Foundation Bank (FFWM) Irvine, CA 3,683.8 648.3 133.7 12.3 30.7

Regal Bank Livingston, NJ 483.6 633.9 10.3 15.3 6.5

Native American Bank NA Denver, CO 95.2 627.0 28.4 33.6 14.3

Gwinnett Community Bank Duluth, GA 314.0 622.4 0.3 5.3 4.9

Oritani Bank (ORIT) Township of Washington, NJ 4,125.9 590.5 23.1 15.0 34.2

Malaga Bank FSB (MLGF) Palos Verdes Estates, CA 992.3 580.9 7.1 23.5 12.3

NorthEast Community Bank (MHC) (NECB) White Plains, NY 732.9 572.6 22.4 14.4 13.8

Parkway Bank and Trust Co. Harwood Heights, IL 2,397.3 570.9 1.8 13.9 12.4

Bank of New England Salem, NH 921.0 561.9 33.3 13.7 28.9

Bank of Hemet Riverside, CA 677.5 561.3 16.7 14.2 1.0

Flushing Bank (FFIC) Uniondale, NY 6,236.0 555.7 16.0 14.3 40.5

Peapack-Gladstone Bank (PGC) Bedminster, NJ 3,947.6 552.1 9.1 13.1 22.0

Signature Bank (SBNY) New York, NY 40,265.3 551.8 28.9 13.6 10.7

Equitable Bank S.S.B. Wauwatosa, WI 303.5 550.8 1.7 9.1 0.0

Group median 606.4 13.1 13.3 13.9

Industry median 107.3 11.8 16.2 3.9

Data compiled May 19, 2017.
Based on regulatory filings as of March 31, 2017.
Analysis includes currently operating commercial banks, savings banks and savings and loan associations.
* Defined as the sum of borrowings and brokered deposits as a percentage of the sum of total borrowings and total deposits.
CRE = commercial real estate; regulators define commercial real estate as the sum of: construction and land development loans, 
multifamily loans, nonowner-occupied nonresidential property loans and commercial real estate loans secured by collateral other 
than real estate
RBC = risk-based capital
Source: S&P Global Market Intelligence
© 2017. S&P Global Market Intelligence. All rights reserved.

early in 2017. The Federal Reserve’s April senior loan officer 
survey showed respondents reporting tighter standards for 
CRE loans. Bankers said they now have a lower tolerance for 
risk, which contributed to the tighter standards.

Regulators’ focus on CRE is not waning. Even after reiterat-
ing the guidance, regulators warned more than a year later 
that some community banks with higher CRE concentrations 
were becoming more reliant on wholesale funding, including 
brokered deposits and listing services. The FDIC noted at 
the time that aggressive CRE growth and poor risk manage-

ment, underwriting and loan-administration practices were 
the primary causes of bank failures during the crisis, espe-
cially for banks reliant on wholesale funding.

The consistent and heightened focus on the asset class 
likely will prevent some institutions from growing their CRE 
concentrations above the levels laid out in regulators’ guid-
ance while pushing a handful of others into acquirers’ hands. 
But many more banks with long histories in CRE lending will 
stick to their knitting and not shy away from the attention 
that comes when operating with an elevated exposure. 


