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Grid pricing is the basis point spread to term SOFR that achieves a 15% ROE for the

average community bank. 

Credit quality is divided into three buckets as follows:

Expected Loss (EL) of 0.5% per annum (pa) corresponds to “excellent” on most bank’s

credit bucket and approximates over 2.0X DSCR and 65% or lower LTV. 

EL of 1.0% pa corresponds to “good” or “above average” credit buckets and

approximates 1.5X DSCR and 70% LTV.

EL of 1.5% pa corresponds to “satisfactory” credit bucket and approximates at least

1.20X DSCR and max 75% LTV. 

Loan acquisition and maintenance costs, cost of funds, deposit beta were set to equal

the average community bank’s profile. The loan pricing grids do not factor different loan

categories, cross-sell opportunities, fee income, and local market conditions, and cost of

capital. A RAROC loan pricing model is needed to adequately price all these variables.

Commercial Loan Pricing Grids
Provided by SouthState Correspondent Division and Loan Command.

www.southstatecorrespondent.com/loan-pricing-model
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Get Our Free Loan Pricing Tool 
Upgrade from the pricing sheet & increase your margins. Get a demo of

our Plus pricing tool, or get started with your free account today.

Loan Pricing Grids Are Just a First Step Towards Profitability
It’s important to understand the underlying assumptions & limitations of these pricing grids.

https://southstatecorrespondent.com/loan-pricing-model/

