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Good News: Industry is Doing Well
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Quality of Earnings Trending Up
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Traditional Deposits Have Stabilized

Source: Source: FDIC

Community bank YOY deposit growth +4.6% through Q2 2026
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IRR Exposures Remain Within Policy Limits

Source: Source: Baker Group

Scenario Largest loss 25th percentile Median 75th percentile Largest gain

−300 −16% −4% −2% 0% 9%

−200 −11% −3% −1% 0% 5%

−100 −6% −2% −1% 0% 3%

+100 −3% 0% 0% 1% 6%

+200 −7% −1% 1% 2% 11%

+300 −9% −2% 1% 3% 16%

Earnings at Risk

Statistics based on 633 banks.
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IRR Exposures Remain Within Policy Limits

Source: Source: Baker Group

Economic Value of Equity

Statistics based on 633 banks.
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The Federal Reserve: Our Central Bank

• Created by Congress in 1913

• Came out of a meeting with six 
men in Jekyll Island, GA in 1910

• Followed a series of financial 
panics, runs on banks, and 
bank failures
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Federal Reserve Bank Key Functions
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“Lender of Last Resort”

Source: Bloomberg

Muni Bond Fund Inflows/Outflows vs. Muni Bond Yields, 

2020
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Federal Reserve Board of Governors, 2026

Source: Source: Federal Reserve

Kevin Warsh
(Began in May)  

Michael Barr            Christopher Waller

Lisa CookPhillip Jefferson
…and not least

Jay Powell
(until 2028?)

Michelle Bowman
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Other FOMC Voters, 2026

Source: Source: Federal Reserve

Neel Kashkari
Minneapolis

Lorie Logan
Dallas

Beth Hammack
Cleveland

Anna Paulson
Philadelphia

John Williams
New York
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Summary of Economic Projections, 9-16-26

Source: Source: Federal Reserve
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Dissenting Votes on FOMC

2021-2026

2021: 0

2022: 2

2023:                                0

2024:                                2

2025:                                9

2026 (thru Sept):         10         

Source: Federal Reserve
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Market Still Expects Fed Funds Hikes

Sept. 16, 2026, post announcement

Source: Bloomberg
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Bloomberg Economist Survey

Sept. 16, 2026, preannouncement

Source: Bloomberg
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Inflation Expectations Moving Higher…

5 yr Expectations                3 yr Expectations

Source: Bloomberg
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…And Real Yields Are Increasing

Source: Bloomberg
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Fed Funds Since 1995

Source: Bloomberg

The last time the terminal rate was 3.0%:
1993
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Yield Curve Has Tried To Get Right
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Bond Vigilantes Being Heard?

Bloomberg News, 8-13-26
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Bond Vigilantes Being Heard?
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Fed Balance Sheet

Source: Federal Reserve, Bloomberg
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Who Owns Our Debt?

Source: Federal Reserve, Bloomberg
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Who Owns Our Debt?

Source: Federal Reserve, Bloomberg
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Yields Are Near an 18-Year High

Source: Bloomberg
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…So Unrealized Losses Persist

Source: Bloomberg
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Upcoming Education Opportunities



Recap and Q&A 

• Most of the traditional bank earnings elements are in place
• Decent loan demand
• Solid credit quality metrics
• Positively sloped yield curve

• Wild cards:
• Growing debt and interest payments could keep rates elevated
• New Fed Chair Warsh has yet to put his stamp on the FOMC

• Some challenges remain
• Lingering (and growing) unrealized bond losses
• Yield curve, while positively sloped, will likely remain relatively flat
• Traditional deposit gathering is not robust
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Thank You!

Jim Reber

Managing Director ICBA Relations

jreber@gobaker.com
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