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Capital Adequacy

Equity Capital-Asset Ratio 1990 - YTD 2008
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Equity Capital/Assets by Quintile*
State Chartered Commercial and Industrial Banks

As of March 31, 2008

Over 3 years of operation < 3 yrs ops.

Lessthan $100to $500MMto $2 Billion All asset
Asset Size $100MM $500MM  $2 Billion and More sizes Total
Number of Banks 15 86 37 24 66 228
First Quintile 371 17.5 13.0 12.0 54.9 354
Second Quintile 14.7 12.9 11.0 10.6 314 15.8
Third Quintile 12.9 11.1 94 10.3 20.6 12.2
Fourth Quintile 9.9 8.7 9.6 16.1 10.1
Fifth Quintile 8.7 75 8.4 11.0 8.5

*Quintiles of equal sizes are created by dropping off first the highest then the lowest ratio in each group until the number of institutions is divisible by 53



Return on Assets

ROA has been trending down. First quarter ROA s second
lowest level since fourth quarter of 1991
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Return on Assets by Quintile*
State Chartered Commercial and Industrial Banks

As of March 31, 2008

Over 3 years of operation <3 yrs ops.

Lessthan $100to $500MMto $2 Billion All asset
Asset Size $100MM $500MM  $2 Billion and More sizes Total
Number of Banks 15 86 37 24 66 228
First Quintile 1.1 16 14 14 0.6 1.5
Second Quintile 0.1 0.9 1.0 1.1 -0.6 0.8
Third Quintile -0.8 0.6 0.8 1.0 -1.9 0.4
Fourth Quintile 0.4 0.6 0.7 -3.0 0.3
Fifth Quintile 0.9 -2.6 0.3 -8.6 4.8

*Quintiles of equal sizes are created by dropping off first the highest then the lowest ratio in each group until the number of institutions is divisible by5.5



Noncurrent Loans and Leases to Total
Loans and Leases
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Noncurrent Loans & Leases/Total Loans & Leases by Quintile*

State Chartered Commercial and Industrial Banks

As of March 31, 2008

Over 3 years of operation < 3 yrs 0ps.

Lessthan $100to $500MMto $2 Billion All asset

Asset Size $100MM $500MM  $2 Billion and More sizes
Number of Banks 19 86 37 24 66
First Quintile 3.9 4.1 6.7 3.1 3.3

Second Quintile 0.5 14 2.5 1.7 0.1

Third Quintile 0.0 0.6 0.8 1.0 0.0

Fourth Quintile 0.2 0.3 0.7 0.0

Fitth Quintile 0.0 0.0 0.2 0.0

Total
228

4.7
1.2
0.4
0.0
0.0

*Quintiles of equal sizes are created by dropping off first the highest then the lowest ratio in each group until the number of institutions is divisible by 5.7



Non-current Loans by Type — All California
Banks
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Loan Loss Reserves vs. Noncurrent Loans
and Leases

Growth in Noncurrent Loans Outpaces Reserve
Growth - All California Banks
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Coverage Ratio

12-02 12-03 12-04 12-05 12-06 12-07 3-08

—&— L oan Loss Reserves —¢— Noncurrent Loans Coverage Ratio




Reserves for Loans/Noncurrent Loans & Leases by Quintile*
State Chartered Commercial and Industrial Banks

As of March 31, 2008

Over 3 years of operation <3 yrs ops.

Lessthan $100to $500MMto $2 Billion All asset
Asset Size $100MM $500MM  $2 Billion and More sizes  Total
Number of Banks 15 86 37 24 66 228
First Quintle  2532.3 1203.5 15382  609.9 562.0 1468.9
Second Quintile 696 259.6 329.0 221.0 118 195.2
Third Quintile 58  101.5 1178 1242 o  68.2
Fourth Quintile 47.9 52.8 97.9 o 135
Fifth Quintile 244 23.8 54.3 00 00

*Quintiles of equal sizes are created by dropping off first the highest then the lowest ratio in each group until the number of institutions is divisibleWS.



Commercial Real Estate Loans to Total
Equity Capital
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Commercial Real Estate Loans/Tier 1 Capital by Quintile*

State Chartered Commercial and Industrial Banks

As of March 31, 2008

Asset Size
Number of Banks

First Quintile
Second Quintile
Third Quintile
Fourth Quintile
Fifth Quintile

Over 3 years of operation <3 yrs ops.

Less than $100to $500MMto $2 Billion All asset
$100MM $500MM  $2 Billion and More sizes
15 86 37 24 66

516.0  748.1 8311  736.2 541.9
329.5 5529 683.1  634.3 279.1
547 4705 560.5 5744 164.8
362.5 4096 4337 98.0

196.0 1759  266.7 34.8

Total
228

752.8
545.0
401.0
251.8

68.6

*Quintiles of equal sizes are created by dropping off first the highest then the lowest ratio in each group until the number of institutions is divisible!)g&



Construction and Land Development Loans/Tier 1 Capital by Quintile*
State Chartered Commercial and Industrial Banks

As of March 31, 2008

Over 3 years of operation <3 yrs ops.

Lessthan $100to $500MMto $2 Billion All asset
Asset Size $100MM $500MM  $2 Billion and More sizes  Total
Number of Banks 15 80 37 24 66 228
First Quintile 1789  233.3 3735 2194 1549 258.2
Second Quintile 7165 1464 2254 168.2 80.3 140.3
Third Quintile 10.7 1017 139.6 86.5 409 815
Fourth Quintile 57 4 63.7 59.5 158 397
Fifth Quintile 10.0 174 25.5 0.8 5.7

*Quintiles of equal sizes are created by dropping off first the highest then the lowest ratio in each group until the number of institutions is divisible!)'y?’&



Net Interest Margin
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Net Interest Margin by Quintile*
State Chartered Commercial and Industrial Banks

As of March 31, 2008

Over 3 years of operation < 3 yrs ops.

Lessthan $100to $500MMto $2 Billion All asset
Asset Size $100MM $500MM  $2 Billion and More sizes Total
Number of Banks 15 86 37 24 66 228
First Quintile 6.6 5.0 4.7 4.1 4.6 5.1
Second Quintile 4.1 4.3 4.3 3.9 4.1 4.2
Third Quintile 3.0 4.0 3.8 3.7 3.6 3.8
Fourth Quintile 3.0 3.5 3.2 3.3 3.9
Fifth Quintile 2.7 2.8 2.7 2.2 2.5

*Quintiles of equal sizes are created by dropping off first the highest then the lowest ratio in each group until the number of institutions is divisible by15.5



Liquidity & Funding

Banks Pushed Up Loan-to-Asset Ratios
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Loans & Leases/Assets by Quintile*
State Chartered Commercial and Industrial Banks

As of March 31, 2008

Over 3 years of operation <3 yrs Ops.

Lessthan $100to $500MMto $2 Billion All asset
Asset Size $100MM $500MM  $2 Billion and More sizes  Total
Number of Banks 15 86 37 24 66 228
First Quintile 91.5 89.6 87.8 84.1 846  88.7
Second Quintile 78.6 83.3 82.1 75.1 794 819
Third Quintile 49.5 8.7 7.8 2.1 679 758
Fourth Quintile 71.6 2.1 67.3 541  66.9
Fifth Quintile 53.0 58.0 57.3 262 425
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*Quintiles of equal sizes are created by dropping off first the highest then the lowest ratio in each group until the number of institutions is divisible by 5.
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Liquidity & Funding

Brokered Deposits Have Become More Popular in West
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FHLB Advances

In Billion $
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Examination Trends



Examination Trends
as of June 15, 2008
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Problem Commercial and Industrial State-
Chartered Banks as of March 31, 2008
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Examination Trends

Financial indicators exhibiting stress.
Some “double downgrades” due to rapid deterioration.

Deterioration in credit quality with asset classifications
rising, especially in the construction loan area.

CRE concentration continues for most.
Management/Board and risk management issues.

ALLL policy and methodology deficiencies being noted,
especially FAS 114, resulting in underfunded findings.

De Novos not meeting projections.
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".integrity and stability of California’s

financial services system..."

Exchange and Q & A

San Francisco

111 Pine Street, Suite 1100
San Francisco, CA 94111
(415) 263-8500

Los Angeles

300 South Spring Street, Suite 15513
Los Angeles, CA 90013

(213) 897-2085

Sacramento

1810 13 Street
Sacramento, CA 95814
(916) 322-5966

San Diego
7575 Metropolitan Drive, Suite 108

San Diego, CA 92108
(619) 682-7227
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