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Forward-looking Statements 
and Additional Information 

The following information appears in accordance with the Private Securities Litigation Reform Act of 1995:  

 

This presentation contains forward-looking statements about U.S. Bancorp.  Statements that are not historical or current facts, including statements 

about beliefs and expectations, are forward-looking statements and are based on the information available to, and assumptions and estimates 

made by, management as of the date made.  These forward-looking statements cover, among other things, anticipated future revenue and 

expenses and the future plans and prospects of U.S. Bancorp.  Forward-looking statements involve inherent risks and uncertainties, and important 

factors could cause actual results to differ materially from those anticipated.  Global and domestic economies could fail to recover from the recent 

economic downturn or could experience another severe contraction, which could adversely affect U.S. Bancorp’s revenues and the values of its 

assets and liabilities.  Global financial markets could experience a recurrence of significant turbulence, which could reduce the availability of 

funding to certain financial institutions and lead to a tightening of credit, a reduction of business activity, and increased market volatility.  Continued 

stress in the commercial real estate markets, as well as a delay or failure of recovery in the residential real estate markets, could cause additional 

credit losses and deterioration in asset values.  In addition, U.S. Bancorp’s business and financial performance is likely to be negatively impacted 

by recently enacted and future legislation and regulation.  U.S. Bancorp’s results could also be adversely affected by deterioration in general 

business and economic conditions; changes in interest rates; deterioration in the credit quality of its loan portfolios or in the value of the collateral 

securing those loans; deterioration in the value of securities held in its investment securities portfolio; legal and regulatory developments; increased 

competition from both banks and non-banks; changes in customer behavior and preferences; effects of mergers and acquisitions and related 

integration; effects of critical accounting policies and judgments; and management’s ability to effectively manage credit risk, residual value risk, 

market risk, operational risk, interest rate risk and liquidity risk. 

   

For discussion of these and other risks that may cause actual results to differ from expectations, refer to U.S. Bancorp’s Annual Report on        

Form 10-K for the year ended December 31, 2012, on file with the Securities and Exchange Commission, including the sections entitled “Risk 

Factors” and “Corporate Risk Profile” contained in Exhibit 13, and all subsequent filings with the Securities and Exchange Commission under 

Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934.  However, factors other than these could also adversely affect            

U.S. Bancorp’s results, and you should not consider these factors to be a complete set of all potential risks.  Forward-looking statements speak 

only as of the date they are made, and U.S. Bancorp undertakes no obligation to update them in light of new information or future events. 

 

This presentation includes non-GAAP financial measures to describe U.S. Bancorp’s performance.  The reconciliations of those measures to GAAP 

measures are provided within or in the appendix of the presentation.  These disclosures should not be viewed as a substitute for operating results 

determined in accordance with GAAP, nor are they necessarily comparable to non-GAAP performance measures that may be presented by other 

companies. 
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Lending Philosophy 

 Lending philosophy defined as:  

• Relationship driven 

• Centralized vs. decentralized (all credit risk governed by Credit) 

• Lender accountability 

• Active portfolio management 

• Cash flow lenders 

• Higher risk transactions in the context of relationships 

 Characterized as prudent versus conservative 

Credit Risk Management 
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Credit Risk Management 

Portfolio Management 

 The strategy for Credit Risk Management includes: 

• Well-defined, centralized credit policies 

• Diversification by product type on a geographic, industry and customer level 

• Ongoing risk monitoring and review processes 

• Regular credit examinations and management reviews of loans exhibiting deterioration 

 Quantitative metrics for monitoring credit risk include: 

• Credit risk tolerances and concentrations of credit measures 

• Credit quality metrics on new originations; policy exception guidelines 

• Normalized losses (expected losses through-the-cycle) 
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Credit Risk Management 

Credit culture established at the top of the organization 

 Risk Management Committee of USB Board of Directors reviews and approves: 

• Risk management framework 

• Appropriateness of the allowance 

• Compliance with regulatory requirements 

• Credit policy changes and exception guidelines 

 Executive Credit Management Group (ECMG) which consists of the CEO, CCO, 

CFO and Vice Chairs meets bi-weekly to: 

• Ensure products with credit risk have sound credit practices 

• Review all aspects of asset quality 

• Review and ratify all credit policies on an annual basis  

 Independent credit examinations 
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Credit Quality 

 

* Excludes covered assets 

Continued Improvement in Overall Asset Quality 

Loan Delinquencies* Special Mention and Classified Assets 
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Credit Quality 

$54** 
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$468 

Net Charge-offs 
($ in millions) 

Nonperforming Assets* 
($ in millions) 

Net Charge-offs (Left Scale) 

NCOs to Avg Loans (Right Scale) 

Nonperforming Assets (Left Scale) 

NPAs to Loans plus ORE (Right Scale) 

$109** 

1.11% 1.06% 
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$1,921 

* Excluding Covered Assets (assets subject to loss sharing agreements with FDIC)  ** Related to a regulatory clarification in the treatment of 

residential mortgage and other consumer loans to borrowers who have exited bankruptcy but continue to make payments on their loans 

 *** Excluding $54 million of incremental charge-offs 

Net Charge-offs and Nonperforming Assets 
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Strong credit culture resulted in #1 ranking among peers for the 

lowest net charge-off volatility from 1Q03 - 2Q13 

 Reserve build was less than our peers - now have modest releases 

Peer Group 

Source: SNL 

Peer banks: BAC, BBT, FITB, JPM, KEY, PNC, RF, STI and WFC 
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Credit Risk Management 

Normalized Losses 

 Normalized losses are generally a function of historical performance and 

underwriting criteria; but may be adjusted for significant factors 

• Changes in our Bank’s underwriting criteria 

• Material changes in industry underwriting criteria 

• Changes in portfolio mix 

• Changes in assumptions or borrower behavior 

• Changes in actual performance versus projected 

 

Note: normalized losses refers to losses expected through-the-cycle 
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USB Normalized 

Estimate 1.00% 

Credit Risk Management 

Net Charge-offs - Investor Day 2010 

 Losses well above normalized levels 

Sources: SNL, Federal Financial Institutions Examination Council (FFIEC) Consolidated Reports of Condition and Income 

Peer banks: BAC, BBT, FITB, JPM, KEY, PNC, RF, STI and WFC 
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Credit Risk Management 

Net Charge-offs - Investor Day 2013 

 Losses now below normalized levels 

USB Normalized 

Estimate 1.00% 

Sources: SNL, Federal Financial Institutions Examination Council (FFIEC) Consolidated Reports of Condition and Income 

Peer banks: BAC, BBT, FITB, JPM, KEY, PNC, RF, STI and WFC 
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Investor Day 2Q13 

Loan Portfolio 
Normalized 

NCO% 

Commercial 0.45% 

Commercial Real Estate 0.50% 

Small Business* 1.75% 

Residential Mortgages 0.60% 

Credit Cards 5.00% 

Other Retail 1.00% 

Covered Assets 0.25% 

Total 1.00% 

More significant segment today 

Investor Day 2Q10 

Loan Portfolio 
Normalized 

NCO% 

Commercial 0.50% 

Commercial Real Estate 0.25% 

Residential Mortgages 1.00% 

Credit Cards 5.50% 

Other Retail 0.85% 

Covered Assets 0.05% 

Total 1.00% 

Mix shifts to newer (better) vintages 

Change in consumer behavior 

Adjusted for length and depth of 

real estate cycles 

Credit Risk Management 

 

* Includes commercial and commercial real estate 

Net Charge-offs - USB Normalized 

 Overall normalized loss rate remains at 1.00% 

 Actual losses now well below normalized 

Auto lending expansion 
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Indirect Auto Lending 

* Source: Market share based on Experian Autocount data as of August 29, 2013 for total auto financing market (loans and leases from all 

sources), ranking shown among banks only (captives excluded) 

** Source: JD Pin (JD Power and Associates), includes loans only; banks: Ally, Capital One, Chase, and Wells Fargo; weighted average FICO 

Initiative to double market share in auto lending and leasing 

 Providing broader credit spectrum to pre-owned car buyers 

 Non-prime originations are limited to 15% of the portfolio 

Data as of 08/29/13 

Bank Lender 

June 2013 

Market Share* FICO** 

Pre-Owned 

Mix** 

Bank 1 5.9% 684 46% 

Bank 2 5.2% 687 74% 

Bank 3 4.7% 723 45% 

Bank 4 3.4% 675 60% 

USB – Future 2.4% 730 40% 

USB – Current 1.2% 758 35% 

…
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Credit Quality 

Strong originations while maintaining high level of credit quality 

Investor Day 2Q10 

Originations ($’s in Billions) 

 

Originations  

Commercial/Commercial Real Estate $       29.3 

Credit Cards             1.7 

Mortgage and Other Retail           15.3 

  Total Originations $        46.3 

Loan Portfolio 

Avg. Bond 
Equivalent / 
Avg. FICO 

Avg. 
LTV  

% 

Commercial BBB- n/a 

Commercial Real Estate BB 65% 

Residential Mortgages 746 79% 

Home Equity 770 68% 

Credit Cards 752 n/a 

Auto Loans/Leases 772 85% 

Other Retail* 748 92% 

* Calculation excludes originations for which LTV is not applicable 

CAGR = compound annual growth rate 

Investor Day 2Q13 

Originations 

3 Year 
CAGR 

$       37.6            8.7% 

           2.6       15.2 

         25.5       18.6 

$       65.7          12.4% 

Avg. Bond 
Equivalent / 
Avg. FICO 

Avg. 
LTV 
% 

BBB- n/a 

 BB/BB+ 63% 

745 79% 

761 71% 

761 n/a 

767 87% 

752 77% 
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