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Economic Discussion:
a. Overall Economic Conditions: How do Council members assess overall economic
conditions in their regions?
b. Particular Indicators:

i. Inflation: Are the prices of products and services rising (or declining) more or
less quickly than in the recent past? Are the prices for the products and services
Council members purchase rising more or less quickly?

ii.  Housing: How have home prices changed in recent months? Have there been any changes in
overall housing activity in Council members’ Districts? What is your biggest concern for the
future — the prospect of rising interest rates or declining interest rates and higher housing prices?

iii.  Labor Markets: How have the labor markets in which Council members operate changed in
recent months? In particular, please assess the degree of job loss or gain (and, in which
industries). Please comment on the changes to wages that Council members have observed over
the past year.

iv.  Consumer Confidence: Are Council members seeing any signs of improved (or declining)
consumer confidence? What is the outlook for consumer credit losses?

2. Current Banking Conditions: What is the Council’s view of the current condition of, and the outlook
for, loan markets and financial markets in general? Please describe any significant changes in the
creditworthiness of applicants for loans, loan demand, underwriting, and lending standards in
general.

a. Small Business Lending: Has credit availability for, and demand for credit from, small
businesses changed significantly? Have lending standards for these borrowers changed? Do
Council members see evidence that prevailing economic uncertainty is slowing economic
activity in this sector?

b. Commercial Real Estate Lending: Have there been any changes in the Council’s view of
challenges in the commercial real estate market since the Council’s last meeting in April
2026? How are commercial real estate loans performing compared to the Council’s
expectations? Is the gap between CRE at book and fair values growing? In which direction?

i. As CRE loans originated or extended during the low-rate environment come up for
renewal, what is your assessment of the risk level? Specifically, what are the
concerns around.
— Borrower financial condition,
— Cash flow adequacy, and
— Repayment likelihood at higher interest rates.



¢. Construction Lending: What are Council members’ perspectives on the availability of credit
for construction and development projects? Have Council members seen any changes in the
demand for construction loans since the Council’s April 2026 meeting?

d. Home Mortgage Lending: What changes have Council members seen in the mortgage
market? How, if at all, is regulation impacting the participation of community depository
institutions in this market?

e. Consumer Lending: What changes have Council members seen in consumer lending? Please
comment specifically on credit card and auto.

f. Agricultural Lending: Have there been any changes in agricultural lending?

g. Deposits: What changes have Council members seen in local deposit markets? Describe
these changes by segment (retail, small business, and corporate). What are Council members'
expectations with respect to deposit levels?

h. Mergers and Acquisitions Activity: What trends are Council members observing with respect
to mergers and acquisitions, including potential opportunities and challenges, among
depository institutions and their holding companies?

3. Al Adoption: What is the view of Council members regarding the adoption of generative artificial
intelligence and machine learning (Al) by community banks? What use cases and Al tools have
Council members identified? What policies and procedures have community banks adopted related
to the use of AI? Have Council members identified any unique operational issues stemming from Al
adoption? How are Council members responding to the emerging risks posed by Al tools, including
increased cybersecurity threats? To what extent have Council members modified their cybersecurity
practices in response to these threats? How are you working with service providers, including cores,
to ensure that any vulnerabilities in software or services they provide have been identified?

4. Current Expected Credit Losses: What has been the experience of community banks in the
implementation and ongoing application of the Current Expected Credit Losses accounting standard
(CECL)? What costs and other burdens have community banks incurred in implementing CECL, and
how do those costs and burdens compare with its benefits? What other feedback or suggestions, if
any, do community banks have regarding CECL?

5. Regulatory and Payments Matters: How are recent changes in the regulatory and payments
landscape affecting the ability of community depository institutions to innovate? How are these
regulatory and payments changes affecting how community banks provide services to their
customers?

Additional Matters: Do Council members wish to present any other matters affecting community
depository institutions that have emerged from meetings of the Reserve Banks’ ad



