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Lower demand reduced median loan growth for banks with less than $10 billion in total assets during the third quarter. 

 

US community banks grew loans and leases at 1.9% sequentially, down from 2.5% in the second quarter, according to S&P Global Market Intelligence data. 
Total gross loans and leases for banks in the asset bucket was $2.352 trillion as of Sept. 30. 

Commercial & industrial (C&I) loans declined 0.1% sequentially in the third quarter, compared to growth of 1.2% in the second quarter. Consumer lending 
growth remained positive but was lower than in the previous quarter at 1.3% compared with 1.8%.  

The 0.9% sequential rise in the commercial real estate (CRE) and multifamily loans was 0.3 percentage point below the second quarter, while the sequential 
growth rate in the one- to four-family loans segment declined by 0.4 percentage point to 2.1%.  

Southeast leads with highest loan growth 

At 2.2%, the Southeast region recorded the highest sequential loan growth during the third quarter, driven primarily by a 2.7% sequential increase in total one-to-
four-family loans — the highest growth in this category across the different regions. At 1.6%, the Southeast also posted the highest quarter-over-quarter growth 
in consumer lending. 

The Midwest region posted the second-highest quarterly loan growth, at 2.1%, even though C&I loans declined by 0.2% in the region.  

The highest growth in the CRE and multifamily segment was in the Northeast region, at 1.2%. 

– Download a template to compare a bank's financials to industry aggregate 
totals. 
– Read the latest news and developments in the community banking sector. 
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Fewer banks report tighter lending standards  

The proportion of banks reporting tighter lending standards and weak demand for loans in the third quarter declined sequentially, according to the results of the 
Federal Reserve's October 2023 Senior Loan Officer Opinion Survey on Bank Lending Practices released Nov. 6. 

The net percentage of US banks reporting tightened standards for C&I loans to large and medium firms declined to 33.9% from 50.8% in the previous survey. A 
net 30.4% of banks reported tightened lending standards for C&I loans to small firms, down from 49.2% in the July survey. Banks also reported an improvement 
in demand for credit, with a net 30.5% of banks reporting weaker demand for C&I loans among large and midsize firms, down from 51.6% in the second 
quarter. 

In the CRE segment, a net 67.2% of domestic banks reported a decline in CRE lending appetite to nonfarm nonresidential structures, compared to 68.3% in the 
previous survey. Tightened lending standards for CRE loans in the construction and land development segment were reported by a net 64.9%, down from 71.7% 
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in the July survey. The share of banks reporting tightened CRE lending standards in the multifamily residential structure category increased to 65.5% in the third 
quarter — the highest proportion since 2020.  

 

Smaller community banks continue to lead in loan growth 

Community banks with $100 million to $3 billion in total assets logged the highest quarterly growth in gross loans at 1.9% in the third quarter, followed by banks 
with below $100 million in total assets, which registered slightly lower sequential growth of 1.8%. 

Sequential growth in consumer loans was highest in banks with less than $100 million in total assets, at 2%, which remained unchanged from the previous quarter. 
The banks in the below $100 million asset category also logged the highest sequential growth in C&I loans, at 0.3%.  

CRE loans sequentially declined by 1% for banks below $100 million in total assets, while banks with total assets between $3 billion and $10 billion posted the 
highest sequential growth in CRE loans, at 1%. 

At 3.3%, home equity loans grew the most on a quarterly basis for banks with $100 million to $3 billion in total assets. 

Large community banks log QOQ, YOY loan growth 

Fourteen of the 20 largest community banks logged sequential growth in gross loans in the third quarter, while 17 logged year-over-year increases in loan 
balances. 

Santa Ana, Calif.-based Banc of California NA was the only bank to post a sequential and yearly decline in gross loan balance, which totaled $6.96 billion at the 
quarter-end. 

Englewood Cliffs, NJ-based ConnectOne Bank, a subsidiary of ConnectOne Bancorp Inc., posted the highest loan growth for the fifth consecutive quarter. 
Gross loans for the bank amounted to $8.19 billion, up from $8.16 billion in the second quarter. 
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This article was published by S&P Global Market Intelligence and not by S&P Global Ratings, which is a separately managed division of S&P Global.
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