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Overdue credit card loans have kept declining, defying persistent risks to the economy, with even wage and spending across lower-income groups
appearing to strengthen.

The card delinquency rate across US banks and the rate of net charge-offs, or debt lenders determine is uncollectible, both declined sequentially and
year over year once again in the second quarter, according to data from S&P Global Market Intelligence. The delinquency rate has declined year over
year for seven consecutive quarters, and the NCO rate has declined for five consecutive quarters.

"When you look at the consumer side, I've stopped using this word resilient because it's just strong," Wells Fargo & Co. CFO Michael Santomassimo
said at an investor conference this month, describing spending and credit performance patterns.

"Payment levels across the card space are quite high historically and not really changing," he said. Alongside economic growth and low
unemployment, "you've got wages keeping up with inflation for the most part across most customer bases. And so it's hard to see sort of what's going
to be the catalyst for that to change at this point."

"Consumers continue to spend, consumers continue to pay their bills on time. That's the simplest version," Citigroup Inc. CFO Gonzalo Luchetti said at
the same conference.
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Not so k-shaped

While concerns over the impact of inflation have often centered on stress among lower-income households, recent differentials in spending and income
growth across income categories have been erased, according to economists at the Bank of America Institute.

"Spending and wage growth have largely converged across income groups," they said in a Sept. 14 report. "Household finances also remain healthy,
with credit card utilization declining across most age and income cohorts."

Using Bank of America Corp.'s internal data on card and deposit activity, they found that after-tax wage growth for customers in the bottom third of
estimated income has climbed past customers in the top third, closing a gap that persisted for much of 2025 and 2026.

Meanwhile, "total card spending growth has largely converged in recent months, effectively closing the 'K' shape in overall spending," they said, with
the same being true for discretionary spending.

"The credit quality is as good as it's been in a long, long time," Bank of America Chairman and CEO Brian Moynihan said at the investor conference.

There is "striking strength" in credit performance at Capital One Financial Corp., Chairman, CEO and President Richard Fairbank said. "We see a
similar spending strength across our credit spectrum, including some of our lowest income consumers." He added that the bank's performance does not
necessarily capture the country as a whole, since its portfolio reflects its own underwriting decisions.
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Loan growth

Year-over-year credit card loan growth continued to strengthen to 4.2% in the second quarter, though it continued to lag loan growth overall.

Year-over-year growth at Capital One, the largest credit card lender by receivables, fell to 1.9% as the bank lapped its acquisition of Discover Financial
Services, which closed in May 2025.

Capital One says that the growth of its portfolio is being restrained by a transitory "brownout" in the Discover part of the business, reflecting a
pullback by Discover before the acquisition and a decision by Capital One to cut back on Discover borrowers who carry high balances from month to
month.

Year-over-year growth at Bank of America improved to 4.4% in the second quarter from 3.1% in the first quarter. The bank has sought to boost its
growth in cards. "We've been on the stair step of growing the book," Moynihan said.
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+ Set email alerts for future data dispatch articles.
+ Download a template to generate a bank's regulatory profile.

 
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.

S&P Global uses generative AI to create content in accordance with our Terms of Use.

Licensed to JOE.MANTONE@SPGLOBAL.COM Powered by S&P Global | Page 4 of 4

https://www.capitaliq.spglobal.com/web/client?auth=inherit#settings/alerts/manage
https://www.capitaliq.spglobal.com/apisvcs/dataapi-service/v2/Internal/General/DocsFileVersions(2509da38-b9c1-e402-1bcd-64eaedab6cbe)/$value?push=true&filename=SPG_BT_BankReg2Pager_v1

