
Dallas, Lender Lunch
Hosted by SouthState Bank

Chris Nichols

Director of Capital Markets

Ed Kofman

Director of Loan Hedging

Nathan Goodnight

Hedging Specialists

Chris Wright

SVP Business Development



Commercial Loan Credit & 
Pricing Trends
For 3Q 2025



Lending Trends

• Fear of a recession has subsided slightly, and we 

are in a rate cutting cycle. The economy continues 

to slow driven by uncertainty keeping pressure on 

credit. 

• Tariffs, fiscal debt and immigration policy continues 

to pressure pricing upward. 

• Domestic and international migration has slowed 

but domestic migration has slowed more. 

• The DFW while strong continues to have elevated 

credit volatility.

• Banks need to be careful with multifamily due to 

tight pricing and oncoming supply. 
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SMB FL Loan Production & Defaults

Source: Equifax, Aug. 2025

SMB Lending Volume for TX SMB Defaults in TX (August 2025)
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Geographical Credit Conditions Forecast

TX is worse than the U.S. at a 3.13% POD, down 10 bp 

since last quarter and down 35bps since last year. 
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Office
Improving leasing activity, slowing occupancy losses and more 

users renewing have paved the way for rising demand. Dallas is 

one of the few markets (NYC, Houston) where demand is positive. 

Only 3.2mm sq feet of new supply coming on (40% of normal).

Historic Current 5Y Forecast

Rent Growth 2.9% 1.6% 2.2%

Vacancy Rate 15.7% 17.8% 17.7%



Of f ic e  R isk  

• Looking at transit, cell phone and office control data, 

office usage has stabilized and even improved slightly 

over last year. 

• However, usage is in the 40% to 65% range. Or about 

50% of pre-pandemic levels.
• 40% of the office space has yet to come up for 

renewal

• Forecasting the “peak day” syndrome

• LTV lower than last recession

• Data shows leased spaced is down 11.6% from 
previous lease agreement. We use this in our 

underwriting. 

If at risk – Restructure NOW!!!
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Multi-Family
Decade low in new construction will limit future supply but glut 

will take through mid-2026 before rents stabilize. 6-8 week 

rent concessions remain the norm with 12 weeks in Rockwall, 

Wylie, Frisco, Prosper, Allen and McKinney common. DFW 

area has strong population growth, but lower mortgage rates 

will offset some rental demand from growth.

Historic Current 5Y Forecast

Rent Growth 2.2% -1.5% 2.1%

Vacancy Rate 8.9% 11.8% 10.7%
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Retail
Cancelled and defaulted leases have caused net absorption to 

turn negative, a first since the pandemic. New supply is not 

helping with wide rent volatility. There is more downside lending 

risk through 3Q 2026 before absorption catches up. Increase 

underwriting and pricing.

Historic Current 5Y Forecast

Rent Growth 2.1% 4.2% 3.6%

Vacancy Rate 6.0% 4.9% 5.1%
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Industrial
Move-outs and a slowdown in logistic properties has increased 

vacancy rates (some of the highest in nation) but demand 

remains positive. New supply is worrisome until trade picture 

gets clearer. While rent growth has soften, it remains strong, 

and desirable will act as a buffer for a downturn.

Historic Current 5Y Forecast

Rent Growth 3.7% 4.2% 4.4%

Vacancy Rate 7.8% 9.2% 8.6%
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Hospitality
Increased business travel has helped DFW hospitality. Inventory 

increased 1.1% (2,600 rooms) hurting rates. Corporate 

meetings/events are trending up, but trade uncertainty has hurt. 

Immigration policy has increased labor cost hurting margins. 

Investor sentiment is mixed with a higher-than-normal amount of 

refinancing coming in 2026. Net/net, credit risk is elevated due 

to volatility. 

Historic Current 5Y Forecast

Occupancy 70.3% 64.2% 73.7%

RevPar Chg. -1.3% -6.4% 1.6%



H ighest  FL  Cred it  Ri sk (2Q  202 5)



Lowe st  FL  Cre di t  R isk  (2 Q 20 25)



3Q 2025 Pricing Trends - Summary

• Nominal spreads decreased 3 bps due greater credit supply, and lower projected probabilities of 

default. The average SOFR-equivalent credit spread for community banks is currently 2.42%.

• FL upfront loan fees remained stable at 23 bps. Loans <$1mm were 45 bps and loans >$25mm 

where 42 bps. Loans in the $1mm to $25mm range were 18 bps. 

• Target risk-adjusted ROE moved from 16% (post Tariff) to 19.0% due to improving expected 

credit quality.

• Actual risk-adjusted ROE is 17.0% so far for the quarter brought down by lower line of credit 
usage. 

• The average through-cycle probability of default (POD) is 3.33%, up 49 bps. from 2024. POD 

volatility increased to 15 bps to 1.33% compared to 2024.

• Expected loss given default decreased 12% percentage points to 34.5% (due to lower expected 

cap rates).

• Average community bank portfolio expected loss increased 7bps to 0.28%, or well within bank 

reserve levels.  



Pricing by Grade, Sector and Size



Pricing By Loan Size



ROE Targe ts  A RE Re du ced  YOY



Deposit Trends



2025 Deposit Balance Trends

YTD 2024 YTD 2025 Trend

Consumer Checking -4% 2%

Consumer Non-Checking 2% 1%

Consumer CDs 13% Flat

Commercial Checking 1% 4%

Commercial Non-Checking 7% 6%

Commercial CDs 37% 11%



Checking Promotions



Deposit Marketing



Small  Business Marketing



Healthcare Marketing



Deposit Tactics



Deposit Performance Comparison



Not Al l Customers Are Equal



Targeting Deposit Rich Industries



Top Deposit Marketing Campaigns by ROI



Geographical Pricing –  40 bps Rule

• Better match 

pricing with 

demand

• Reduce 

exception 

handling to 

lower cost



Focusing on Cross-Sell



Cross-Sell  Opportunities



Recency –  The 2 Week / 2 Month Window



Refine Your CD Offerings



Focus on Limited CD Offerings



The Three Package Bundle Trick



Marketing Three Packages



2 Bundles vs 3 Bundles

469 Accounts

$2.8mm in Balances

$90,487 Annual Net Profit

513 Accounts : 9% Lift

$4.8mm in Balances : 70% Lift

$152,121 Annual Profit : 69% Lift



The Cash Bonus Offer



The Cash Bonus Offer



The Cash Bonus Offer



When Managing More Than Cost of Funds

If the Fed cuts 25bps, what 

do you do? 



Bringing Down Deposit Rates

1. Set objectives of deposit rate reduction – COF, beta, etc.

2. Dropping rates is different than raising rates

3. Don’t move when the Fed moves – End cycle action

4. Don’t drop deposit rates all at once – be unpredictable

5. Apply rate changes by segment, test and optimize



Exception Pricing



How We Score Customers



Scoring Customers



Customer Sensitivity



How We Score Customers



Stablecoin and Tokenized Deposits
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Stablecoin Overview
Definition:

A stablecoin is a type of cryptocurrency that is designed to maintain a stable value by being pegged to a 

reserve asset, like the US dollar.

Key Characteristics: 

✓ Price Stability: Pegged to fiat currencies 

or commodities

✓ Digital Nature: Operates on blockchain 

networks

Use Cases: 

✓ Store of Value: Can be held without fear 

of volatility

✓ Medium of Exchange: Used for 

payments and transfers
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Stablecoin Overview
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Stablecoin Use Cases
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Stablecoin Business Models
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Stablecoin Profitabili ty



Questions?



Conclusion

1. Rate should be your LAST 
tactic to raise deposits.

2. Leverage data, customer 
segmentation, product 
development and marketing 
to increase deposit 
performance and franchise 
value. 

3. Consider Stablecoin

4. Experiment!



Thank You!
Chris Nichols

Director

Email: cnichols0@southstatebank.com 

Tel: 925-202-8944

Connect with me:

Want more ideas and data? Subscribe:

@cnichols0

linkedin.com/in/cknichols/

@cnichols0

www.southstatecorrespondent.com/category/b

anker-to-banker/   
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