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Section 01
Loan Yield & Deposit Cost Trends and Forecast



Commercial Loan Pricing Strategies for a Dynamic Rate Environment

Loan Yield Trends
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment
Deposit Cost Trends
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment
Loan Yield / Deposit Spread
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Community Banking Trends



Commercial Loan Pricing Strategies for a Dynamic Rate Environment
Community Banking Trends

Assets < $10B 2020Q4 2021Q2 2021Q4 2022Q2 y{iyyiel] 2023Q2 2023Q4 2024Q2 2024Q4
Loan Growth Rate -7.87 1.24 4.72 15.33 12.09 10.12 7.44 7.10 4.67
Loans / Assets 63.15 56.69 57.70 59.41 63.09 65.23 66.37 67.32 67.88
Deposit Growth Rate 13.79 5.73 10.21 1.08 -1.45 -3.20 3.99 0.24 5.72
Loans / Deposits 73.94 69.67 67.08 67.84 72.93 76.51 78.51 79.82 79.32
ROA 0.98 1.15 0.97 1.02 1.12 1.03 0.90 0.96 0.98
ROE 8.96 10.95 8.74 11.42 13.25 11.50 9.93 10.41 10.04
Equity / Assets 10.67 10.35 10.18 8.85 8.82 9.10 9.42 9.51 9.63
NPLs/ Loans 0.65 0.54 0.45 0.37 0.32 0.28 0.29 0.33 0.37
ACL / Loans 1.30 1.31 1.32 1.29 1.24 1.25 1.22 1.22 1.20
Assets < $10B 2020Q4 2021Q2 2021Q4 2022Q2 y{1yyiel] 2023Q2 2023Q4 2024Q2 2024Q4
Prime Rate 3.25 & 249 &2 4.25 7.25 8.25 8.50 8.50 7.50
New Volume Rates 3.91 3.67 3.61 4.29 5.76 7.29 7.76 7.81 7.18
Loan Yields 5.08 5.09 4.96 4.76 5.22 5.66 6.10 6.35 6.53
Cost of Funds 0.45 0.32 0.26 0.26 0.61 1.29 1.81 2.05 2.08
Loan YId / Cost Spread 4.63 4.77 4.70 4.50 4.61 4.37 4.29 4.30 4.45

forvss
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Commercial Loan Pricing Strategies for a Dynamic Rate Evironment
Community Banking Trends

Assets < $10B
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment
Community Banking Trends
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Loan Yields vs Prime
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment
Selected Points on the UST Curve

Selected Points on the UST Curve
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—pr=—June-20 == June-21 ==@=June-22 June-23 December-23 June-24  ==fe=December-24
UST CURVE 1 Mo 6 Mo 1Yr 2Yr 3Yr 5Yr 7Yr 10 Yr 20 Yr
June-20 0.13 0.18 0.16 0.16 0.18 0.29 0.49 0.66 1.18
June-21 0.05 0.06 0.07 0.25 0.46 0.87 1.21 1.45 2.00
June-22 1.28 2.51 2.80 2.92 2.99 3.01 3.04 2.98 3.38
June-23 5.24 5.47 5.40 4.87 4.49 413 3.97 3.81 4.06
December-23 5.60 5.26 4.79 4.23 4.01 3.84 3.88 3.88 4.20
June-24 5.47 5.33 5.09 4.71 4.52 4.33 4.33 4.36 4.61
December-24 4.40 4.24 416 4.25 4.27 4.38 4.48 4.58 4.86

11 Source: Federal Reserve
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Section 03
Loan Pricing Examples



Commercial Loan Pricing Strategies for a Dynamic Rate Environment
Commercial Real Estate Example

Loan Details

Product _:,'.'l:’&" Product®
~ Loan Parameters {Commercial - \ {CGMMERCIAL RE NON-OWNER OCCUPIED

— Loan Struclure

Fixed Rate -
~ Payment Structure
— Loan Amount
$ 1,000,000.00 — Structure*
Principal & Interest
— Fixed Rale
7.600 % —_— — Payment Frequency"
Monthly
— Fixed Term
60 months -9 ~ Loan Fees
— AMorticommil Fees Amount Frequency
240 moanths _. {GEGD %o ($ 5,000.00 ‘ { LUp Front -

forv/s
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment
Commercial Real Estate Example

~ Product Costs

~ Credit Quality Origination Expense

Percentage Amaunt
Base Provision Expense (ﬂ. 150 %% Pﬁ 1,500.00 ‘ Up Front
— Percentage Amaunt Frequency*
0.750 % \ {!’n 7.500.00 ‘ {Up Front hd .
SEWIEIHQ EKPEHSE

BICE | Amount Frequency*
— Credit Quanty* 0.090 % {!ﬁ 75.00 ‘ {hﬂonthlyr % -

Average
Fixed Expense
Risk-Adjusted Provision Expense — Percentage ——— A Frequency*
0.850 Yo $ 708.33 Monthly % -
0.600% $6,000.00
Funds Transfer Pricing — Tax Rale
Funding Curve* 21.000 4
{ US Treasury
— RISK Adjusiment* Capital Allocation
Default - ( 10.000 %o

forv/s
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment

BB senchmark Calculator

Commercial Real Estate Example

— Minimum £ Maximum

Desired

Total Relationship 60 months &
reach your ROE target.
Average Balance Profit ROE
$940 307.49 $87.073.29 18.52% Loan Only
O — ROE Ta U(Zl
N I o
18.00% 19.50% 19.500 &
% CI Relationship S ; )
[ ear ] [ B Relationship Summary () Rate7.72%

() Fees $10,831.25

A

15

— Solve Tor Loan

FORVIS Demo Term Loan -

Total Relationship

— ROE Targel

19.500

() Rate7.724%

() Fees $10,831.25

L

() Deposit $106,759.94

L

— Into Account

Select a loan rate, fee, or add a deposit account to the current customer, to

BUSINESS CHECKING ...

-

© 2025 Forvis Mazars, LLP. All rights reserved.
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment
CRE Incl. Related Customer Accounts

+ Add Account

My Accounts
Include o Account Description Balance Credit COF Annual Fees Provision Exp Origination Exp Annual Var Exp Annual Fixed Exp Capital Allocation Profit ROE
@ CRE Loan $550,000.00 5.000% 1.200% $0.00 1.250% $1.500.00 §900.00 0.750% 10.000% §56,090.00 20.396%
@ Business Checking $150,000.00 3.750% 1.500% $0.00 0.000% $125.00 580.00 0.100% 2.000% $12,324.00 82.160%

| + Link Customer |

Linked Customer Accounts

@) Include in Total Relationship Summary

Forvis Mazars Demo Linked Customer

View Customer ] [ ¥  Unlink Customer

Include o Account Description Balance Credit COF Annual Fees Provision Exp Origination Exp Annual Var Exp Annual Fixed Exp Capital Allocation Profit ROE

@ Business Checking with Interest $125,000.00 3.750% 2.000% $50.06 0.000% $205.56 $205.56 0.500% 2.270% $5,395.26 38.028%

forv/s
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment
CRE Incl. Related Customer Accounts

Prospective Loans Q
® FORVIS Demo Term Loan x Customer Q
Average Balance Profit ROE
5940 307 49 $87 07329 18.62% Forvis Mazars Demo Customer X
Q Average Balance Profit ROE
o0 S e00, $855,151.85 $77,190.15 24.18%
. o . '
2_3_55% _21_95% Total Relationship 60 months <
2 Linked Accounts X exclude Average Balance Profit ROE
$1,795 459 34 $164,263 44 20.81%
L I
15.03% 20.49%

[ ®  Clear ] [ B Relationship Summary ]

forv/s
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment

CRE Incl. Related Customer Accounts

— Minimum ¢ Maximum —————— — Solve Tor Loan
Desired - FORVIS Demo Term Loan -
g e y
Total Relationship 60 months « Select a loan rate, fee, or add a deposit account to the current customer, to
reach your ROE target.
Average Balance Profit ROE
$1,795,455 34 3164,263.44 20.81% Loan Only Total Relationship
. — ROE Target — ROE Targel
N I 19.500 % 20.494 %
19.03% 20.45%
[ »  Clear J [ B Relationship Summary ] () Rate 7.724% () Rate 7.533%
() Fees$10,831.25 () Fees $1,860.48

o

() Depositnia

BUSINESS CHECKING ... ~

forv/s
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment

Commercial LOC

Loan Details

— Product*

— Product Type*

Commercial - COMMERCIAL LINES OF CREDIT

+ Loan Parameters

— Loan Struciure

Adjustable/Floating

— Average Usage

% 625,000.00

— Adjusiable Rale \
7.500 % —

— Reprice Frequency

0 months .

— Amart'Commil

12 months .

19

Commitment

— Amaunt

$ 1,000,000.00

° Cancellable

Balloon

Participation

© 2025 Forvis Mazars, LLP. All rights reserved.
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment
Commercial LOC

7 25.000 % % 250,000.00
Commitment — Percent — Amount
— Monthg ——— — Amaount
12 months - % 1,000,000.00 ‘ 8 0.000 % $0.00
— Percent — Amaunt
9 0.000 % % 0.00
Months % of Commitment $ Amount
— Percenf ——— — Amount _ Percent _ amount
1 25.000 % % 250,000.00
10 25.000 % % 250,000.00
2 0.000 %o $ 0.00 — Percent — Amount
11 0.000 % $0.00
3 0.000 % % 0.00
— Percent — Amaunt
— Percen] —————— — Amoun| —— 1 2 GDGD % $ DDG
4 25000 % % 250,000.00
— Percent ———————————— — Amount ———————— Total % Remaining Amount
o 0.000 % $0.00 100.000% $0.00
— Percenf ——— — Amounf —M Average Bala nce
6 0.000 % % 0.00 $525:GDG‘.DD

forv/s
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment
Commercial LOC

~ Payment Structure ~ Credit Quality
— Structure* Base Provision Expense
Interest Gr“'.'l'r — Percentage Amount Freguency*
0.750 %o {9& 4 687 50 ‘ ( Up Front -
— Paymenl Frequency*
Monthly
— Credit Quality*
Average
~ Loan Fees

Risk-Adjusted Provision Expense

Fees Amaount Frequency
{G.EGG % ‘ {$ 5.000.00 ‘ {Up Front _ | 0600% $3,750.00

Funds Transfer Pricing

Funding Curve*
{ S Treasury

forv/s
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment
Commercial LOC

~ Product Costs Risk Weightings

Crigination Expense
Unconditionally Cancellable

— Percentage —— — Amaunt

0.240 % ‘ $ 1,500.00 ‘ Up Front 0.000%

Unfunded Commitment to More than 1 YR
Servicing Expense

50.000%
— Amount " — Frequency®
0.144 % $75.00 ‘ Monthly $ hd
Unfunded Commitment 1 YR or Less
Fixed Expense 20.000%
— Percentage — Freguency*
0.250 % $ 130.21 Monthly % -
— Tax Rale
21.000 %
— RISK Adjusiment® —— — Capilal Allacation
Default hd 10.000 %

22 © 2025 Forvis Mazars, LLP. All rights reserved.
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment
Commercial LOC

B senchmark Calculator X

1 F Maxir — Solve Tor Loan
{Minimum - Demo LOC -
Total Relationship 12 months :
Select a loan rate, fee, or add a deposit account to the current customer, to
$625,000.00 $13,509.00 19.30%
L I
18.00% 19.50% Loan Only Loan Only
( 1 — ROE Target — ROE Target
{ ®»  Clear J [ B Relationship Summary 18.000 % ‘ 19.500 o
() Rate 7.316% () Rate 7.529%

forv/s
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment
Construction to Perm

~ Loan Parameters

Loan Details

— Loan Structure

Adjustable then Fixed

— Average Usage

$ 625,000.00
— Fixed Rate v — Feprice Frequency

7.250 % 0 months
— Fixed Term v — Convert After

60 months 12 months
— Adjustable Rate v — Amort/Commit

7.250 % 252 months

24

Commitment

L/

— Amount

$ 1,000,000 00

Product Type*®
{Commercial bl

~ Payment Structure

Product®

{CONSTRUCTION LOANS

— Structure*®

Int Only then P&l

— Afer Months

12

© 2025 Forvis Mazars, LLP. All rights reserved.
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment

Construction to Perm
~ Loan Fees ~ Product Costs

Fees
{G.EGD Yo

~ Credit Quality

Amaount Freguency Drigil'lati[)r‘l EIP‘E"SE
{?& 5,000.00 ‘ {Up Front - Percentage Amount
{ﬂ'.?ﬂ-’l % {?& 1.400.00 ‘ Up Front

Servicing Expense

Base Provision Expense Percentag Amoun Frequency*
— Percentage Amaunt Freguency* 0.080 % {$ 41.67 ‘ {Mﬂnthly $ -
0.730 %o {$ 4 .687.50 ‘ { Up Front - \

Fixed Expense

— Credil Qualty* — Percentage ——— A Frequency
Average 0.250 % $130.21 {I*.p‘hcmthly,r % -

— Tax Rafle

21.000 %

Risk-Adjusted Provision Expense

0.503% $3,140.63

L — Risk Adjusiment* Capital Allocation
Funds Transfer Pricing
T . Default - 10.000 %o
unding Curve

{ US Treasury

forv/s
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Commercial Loan Pricing Strategies for a Dynamic Rate Environment

Construction to Perm

Construction to Perm

Total Relationship

72 months =

Average Balance Profit ROE
$885.883.30 $112 476.33 17.46%
[ I
15.00% 17 .50%

o] (=

Relationship Summary

26

B senchmark Calculator X

Minimum ¢ Maximum
{ Desired

— Solve Tor Loan

Demo Construction to Perm-

Select a loan rate, fee, or add a deposit account to the current customer, to

reach your ROE target.

Loan Only

— ROE Target

17.500

%

() Rate 7.296%

-

() Fees $5,289.77

© 2025 Forvis Mazars, LLP. All rights reserved.

Total Relationship

— ROE Target

17.500 %

() Rate 7.296%

s

() Fees $5,289.77

L
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Summary



Commercial Loan Pricing Strategies for a Dynamic Rate Environment
Summary

28

There is no one-size-fits-all approach to setting rates on commercial loans in today’s environment

A complete understanding of the whole relationship is essential

The rate environment is changing everyday so real-time pricing should be utilized

Disciplined pricing approach allows lenders to value the whole relationship rather than just loan growth
Calibration is key. A model is only as good as its configuration and is important for lender buy in

Profitability can be improved by setting realistic targets

forv/s
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LoanPricingPRO® resources



Commercial Loan Pricing Strategies for a Dynamic Rate Environment
Transform Your Loan Pricing Approach

LoanPricingPRO resources

* Product page on website

- forvismazars.us/loanpricingpro

» System Demonstration — see the model in action
- Schedule a LoanPricingPRO demo

H"

’*"’*ﬁg

forv/s
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LoanPricingPRO Team

31

Andy Morgan

Director
TOLEDO, OH

Enterprise Risk & Quantitative
Consufting

andy morgan@us_ forvismazars.com

4195171777

Cara Peppers

Innovation Product Manager
KANSAS CITY, MO

EDGE - The Innovation Lab of Forvis
Mazars

cara.peppers@us.forvismazars.com
816.489 4223

Matt Wainscott

Senior Managing Consultant
TOLEDQ, OH

Enterprise Risk & Quantitative
Consufting

matt wainscott@us forvismazars.com

419.377.0062

Nate Thiry

Business Development Executive
SPRINGFIELD, MO

EDGE - The Innovation Lab of Forvis
Mazars

nate.thiry@us.forvismazars.com
405.596.1029

© 2025 Forvis Mazars, LLP. All rights reserved.
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https://www.linkedin.com/in/andy-morgan-aaa2287/
https://www.linkedin.com/in/andy-morgan-aaa2287/
https://www.linkedin.com/in/matt-wainscott-059412272/
https://www.linkedin.com/in/natethiry/
https://www.linkedin.com/in/carapeppers/

Contact

Forvis Mazars

Andy Morgan

Director

P: 419.517.1777
andy.morgan@us.forvismazars.com

The information set forth in this presentation contains the analysis and conclusions of the author(s) based upon his/her/their research and
analysis of industry information and legal authorities. Such analysis and conclusions should not be deemed opinions or conclusions by
Forvis Mazars or the author(s) as to any individual situation as situations are fact-specific. The reader should perform their own analysis
and form their own conclusions regarding any specific situation. Further, the author(s)’ conclusions may be revised without notice with

or without changes in industry information and legal authorities.
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