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INVESTING THROUGH  

THE NOISE 
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global stock and bond markets
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BUSINESS ETHICS

Get an update in business ethics 
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including attitudes of others and 
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The following materials are from the morning sessions of 

the 2023 WICPA Financial Institutions Conference held on 

Wednesday, May 10, including:

•	 Investing Through the Noise

•	 Asset Liability Management in Volatile Times

•	 Accounting & Tax Legislation Update
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MANUEL ROSADO | President of Spectrum Investment Advisors 

	— Retirement Plan Trends - Secure Act 2.0 to Financial Wellness

MIKE LYNCH | Managing Director of Applied Insights 

	— 8,000 Days: Envisioning Retirement in a New Way

EMILY ROLAND, CIMA | Co-Chief Investment Strategist 

	— Economic & Financial Markets Review

CHARLIE PLUMB | Former Navy Fighter Pilot and Prisoner of War

	— Tough Choices in Challenging Times
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Perspective changes everything.

Competition, regulatory pressures  
and shareholder expectations can 
create a volatile landscape. We help 
you create stability and growth. 
Visit wipfli.com/fi.



Whether you’re looking for a new career or a new 

employee, the WICPA’s Career Center can help you make 

the most of your search.

Post Job Openings   l   Upload Your Resume   l   Apply For Jobs

WICPA
Career Center

Find or post a job today at wicpa.org/CareerCenter.



Connect with thousands of fellow members now at wicpa.org/connect

•	 Network with peers and grow your contact 
list using the member directory of more 
than 7,000 members.

•	 Post questions to find out from fellow 
members who have the expertise or may 
have been in the same situation.

•	 Personalize your profile by adding your 
interests, education, experience, honors 
and even your photo.

•	 Contribute and download resources such 
as documents, whitepapers, articles, 
reports, guides and more.

•	 Share your knowledge and expertise by 
answering questions and offering your 
insights and ideas to fellow members.

•	 Customize your experience with controls 
for profile visibility, discussion signatures, 
notifications and more.

Let’s make
the connection.

As a WICPA member, you already have a profile on WICPA Connect.
Simply go to wicpa.org/connect and sign in using your existing website login information.

A GREAT WAY FOR WICPA MEMBERS 
TO COLLABORATE

WICPA Connect is your exclusive members-only networking and knowledge
base designed to connect you with WICPA members and resources.



8:10 – 9:20 a.m.

Investing Through the Noise
Jack Manley, Vice President & Global Market Strategist, J.P. Morgan 
Asset Management











































































9:30 – 10:40 a.m.

Asset Liability Management 
in Volatile Times 
Marc Gall, Vice President, BOK Financial Institutions Group
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Asset Liability Management in 
Volatile Times
WICPA / Financial Institutions Conference

May 2023

Marc Gall
Vice President
mgall@bokf.com / 866-440-6515

FOR INSTITUTIONAL USE ONLY

Disclosures
The opinions and estimates expressed herein reflect the judgment of the author(s) at this date, are subject to change without notice, and are not 
a complete analysis of any sector, industry, or security. BOK Financial Capital Markets and/or its affiliates, including, but not limited to, BOK 
Financial Securities, Inc. may make a market and / or trade as principal in securities, other financial products, and other asset classes that may 
be discussed in this communication. Certain information displayed herein was obtained from sources we believe to be reliable, but we are unable 
to offer any guarantees as to its accuracy or completeness. The content provided herein does not take into account individual client 
circumstances, objectives, or needs and does not constitute advice or a recommendation or offer to sell or a solicitation to deal in any security or 
financial product. It is provided for informational purposes only and on the understanding that the recipient has sufficient knowledge and 
experience to be able to understand and make their own evaluation of the proposals and services described herein, any risks associated 
therewith, and any related legal, tax, accounting, or other material considerations. Recipients should not rely on this material in making any future 
investment decision. To the extent that the reader has any questions regarding the applicability of any specific issues discussed above to their 
specific portfolio or situation, you are encouraged to consult with a qualified lawyer, accountant, or financial professional. This material may not 
be redistributed or retransmitted, in whole or in part, or in any form or manner, without the express written consent of the author(s).

Certain scenarios depicted in this presentation are hypothetical and do not represent the investment performance or actual accounts of any 
investors. Performance of these hypothetical scenarios should be considered hypothetical results. Hypothetical scenarios and results do not 
reflect actual trading or performance by an investor nor do they guarantee past or future investment results. Hypothetical scenarios and results 
are based on assumptions. Differences between the hypothetical assumptions and an actual investment may be material and substantially 
decrease the illustrative value or any hypothetical scenario or result. 

Certain information displayed herein was obtained from sources we believe to be reliable, but we are unable to offer any guarantees as to its 
accuracy or completeness.

BOK Financial® is a trademark of BOKF, NA. Member FDIC. Bank dealer services offered through BOK Financial Capital Markets, which operates 
as a separately identifiable department of BOKF, NA. BOKF, NA is the bank subsidiary of BOK Financial Corporation. Investment products are: 
NOT FDIC INSURED | NO BANK GUARANTEE | MAY LOSE VALUE

FOR INSTITUTIONAL USE ONLY
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About BOK Financial

BOKF, NA is the bank subsidiary of BOK Financial Corporation (BOKF), a $45 billion regional financial services holding 
company based in Tulsa, Oklahoma (NASDAQ:BOKF). BOKF offers trust and wealth management services through its 
subsidiaries including BOKF, NA (and its banking divisions Bank of Oklahoma, Bank of Texas, Bank of Albuquerque, and 
BOK Financial) and investment advisory services through its non-bank subsidiaries, Cavanal Hill Investment 
Management, Inc., and BOK Financial Private Wealth, Inc., each an SEC registered investment adviser, and BOK 
Financial Securities, Inc., also an SEC registered investment adviser and registered broker/dealer, member FINRA/SIPC.

BOK Financial Capital Markets is a separately identifiable department (“Bank Dealer”) of BOKF, NA, the national 
banking subsidiary of BOK Financial.  Our Financial Institutions Group, primarily based in Milwaukee, WI, specializes in 
financial institution management, assisting clients with a variety of services including:
• Interest Rate Risk Management
• Independent Model Validations
• Deposit/Decay Studies 
• Investment Portfolio Management
• Asset / Liability Management (ALCO) Consulting

BOKFinancial.com/Institutions

FOR INSTITUTIONAL USE ONLY

Session topics
1.

2.

3.

4.

5.

Current market and potential path of rates

IRR assumptions and interpreting current 
model results

Liquidity management, deposit trends and 
strategies for retention of core funding

Loan portfolio considerations

Securities portfolio – investment allocation, 
possible sales / restructuring

FOR INSTITUTIONAL USE ONLY
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What is the yield curve telling us?

FOR INSTITUTIONAL USE ONLY
5

What is the inverted yield 
curve telling us…

recession/falling inflation?

12 month Forward Curves
2 year -64bps 3.43%
5 year -25bps 3.37%
10 year -6bps 3.44%

3 mo. vs. 10 year is 
most inverted since 
1980

Fed funds outlook

FOR INSTITUTIONAL USE ONLY
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Why fed funds might go higher than 5%...

FOR INSTITUTIONAL USE ONLY

Is employment too low for this 
amount of GDP (keeping job 
market better than past late 
cycles)?  Will this along with 

continued high inflation give the 
Fed cover to continue raising 

rates.

GDP growth:
3Q 2022 = 3.2%
4Q 2022 = 2.9%

Why the yield curve might be correct…employment/inversion

FOR INSTITUTIONAL USE ONLY
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Why the yield curve might be correct…inflation

FOR INSTITUTIONAL USE ONLY

7 out of the last 7 recessions 
inflation has fallen substantially 

when the US goes into recession

Inflation above 
4% has 
historically been 
followed by a 
recession.

Current balance sheet issues
• Inverted yield curve

• Margin pressure increasing

• Liquidity
• Deposit retention/ growth
• Insurance coverage / deposit safety concerns

• Loan portfolio
• Credit quality, terms, and types of loans filling balance sheet

• Investment portfolio 
• Unrealized losses, need for funds

FOR INSTITUTIONAL USE ONLY
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Interest rate risk
How and why does this occur on balance sheets?

› Bank deposits are maturing or non-maturing
› Retail depositors typically looking for 3 mo – 2 

year maturities
› Non-maturing deposit accounts can be 

withdrawn at any time

› Loans and Investments are generally termed out
› Most demand in 3-5 year sector for fixed rate 

loans

Deposits

Loans

Interest spread due to 
“mismatch”

FOR INSTITUTIONAL USE ONLY

Hypothetical illustration

Inverted curve eliminates mismatch spread

• 1 year ago, spread between 3 mo UST and 5 year UST was +2.07%
• As of 4/10/23, spread sits at -1.30%

• Year over year spread change of -3.37%
FOR INSTITUTIONAL USE ONLY Source: Bloomberg
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Interest rate risk - assumption review
Deposit beta calculation, supporting data

FOR INSTITUTIONAL USE ONLY Source: FDIC

Example summary of results:

Deposit betas

• Review of deposit betas may not tell whole story

• Consider how to document/incorporate migration from low cost to higher cost accounts

• Did the institution experience runoff that was replaced with higher cost wholesale funding?

• Cost of funds review vs. FF could provide more context to deposit stability and rate sensitivity

• Consider updated bank specific decay analysis or review of overall duration of deposits 

Other factors to consider?

FOR INSTITUTIONAL USE ONLY
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Non-parallel curve simulations
What could yield curve do from here?

FOR INSTITUTIONAL USE ONLY

• While parallel +/- yield curve simulations are 
standard runs in IRR models, is an inverted yield 
curve likely to persist?

Historical reference
2006 vs. 2009

FOR INSTITUTIONAL USE ONLY
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Historical reference
2000 vs. 2002

FOR INSTITUTIONAL USE ONLY

Liquidity risk – in focus
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Commercial bank deposits

FOR INSTITUTIONAL USE ONLY

One year trend

Five year trend

Liquidity management

• Communication with depositors – consider pros/cons of being proactive vs. reactive

• Evaluate backup liquidity/borrowing lines

• Are loans pledged to Fed or FHLB for borrowing?

• Securities could be used for Federal Reserve Bank Term Funding Program

• Collateral value at par vs. market value

• https://www.federalreserve.gov/newsevents/pressreleases/monetary20230312a.htm

• If currently borrowing from FHLB/Fed/Fed funds, consider benefit to diversifying by using brokered CD 
market to leave other borrowing lines open

• Consider adding additional backup sources, ex. Fed Discount Window

• Some institutions have used IntraFi / ICS network to manage large depositors looking for insurance

Action steps to consider in the current environment

FOR INSTITUTIONAL USE ONLY
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Maximizing collateral value
• Brokered / internet deposits – does not require collateral
• Municipal, large deposits – may require collateral, but some are not 

specific as to what type of collateral

• Consider municipal securities for pledging, unless they can be used 
elsewhere

• FHLB letter of credit for municipal deposits
• FHLB, Fed Discount Window may accept many types of loans as 

collateral (may take time to set up) 
• Bank Term Funding Program (BTFP) accepts Fed eligible collateral and 

valued at 100% of par, without haircuts

• Bank Term Funding Program - Frequently Asked Questions 
(federalreserve.gov)

FOR INSTITUTIONAL USE ONLY

Liquidity management

• With yield curve falling, increasing credit spreads or tightening lending standards to balance need for earnings 
vs. need for liquidity

• Investment sales could be an option to raise cash

• Review loan offerings, particularly residential ARM products

• Can any balance sheet loans be refinanced into secondary market?

• Review pricing for possible increase in rate

• Are these loans sticky or just “renting” space on your balance sheet?

• Complete liquidity stress testing more frequently or update a stale run given recent events

Action steps to consider in the current environment

FOR INSTITUTIONAL USE ONLY
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Deposit environment

• Edward Jones / competition from brokers for CD balances

• Higher rate savings/ money market options from online banks/ money market mutual funds

• Some migration from DDA to IB accounts (more limited, so far)

• Migration from savings/money market into CDs

• Higher rate CD specials are less effective at gaining new balances vs. last year

• Customers paying penalty to refinance CDs 

What are we hearing from clients?

FOR INSTITUTIONAL USE ONLY

Discussion on deposit products 

FOR INSTITUTIONAL USE ONLY

1. Review your deposit account lineup

2. Examine how customers use your accounts (what is the purpose/utility for each?)

3. Differentiate rate on account based on #2

4. Consider your cost to offer “free accounts”

5. Before raising rates on non-maturity account types, ask what are you trying to achieve?

• If retention of balances, will the rate increase matter to a rate sensitive customer?

6. Will your institution selectively match rates (individually by customer?)

7. Begin to prepare strategies for falling rate environment
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Net percentage of banks increasing credit spreads
• Fed’s senior 

loan officer 
survey suggests 
banks are 
increasing credit 
spreads

FOR INSTITUTIONAL USE ONLY  
Source: Board of Governors of the Federal Reserve System (US)

Net percentage of banks tightening credit standards
• Fed’s senior loan 

officer survey 
suggests banks 
are increasing 
credit standards 
for C&I, CRE, and 
Multi-family

• Historically, 
tightening credit 
standards has 
had an impact on 
economic growth

FOR INSTITUTIONAL USE ONLY  
Source: Board of Governors of the Federal Reserve System (US)g
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Late cycle peak in the 5 year treasury vs. FF vs. recessions

FOR INSTITUTIONAL USE ONLY

Did the 5 year peak at 
4.50% in October 2022?
Did the 5 year peak at 

4.50% in October 2022?

5 year peaked how many 
months prior to past recessions?

July 1990 = 16 months prior
March 2001 = 14 months prior
Dec 2007 = 18 months prior

5 year peaked how many 
months prior to past recessions?

July 1990 = 16 months prior
March 2001 = 14 months prior
Dec 2007 = 18 months prior

5 year peaked how many 
months prior to FF peak in past 

recessions?
July 1990 = 0 months prior

March 2001 = 5 months prior
Dec 2007 = 2 months prior

5 year peaked how many 
months prior to FF peak in past 

recessions?
July 1990 = 0 months prior

March 2001 = 5 months prior
Dec 2007 = 2 months prior

FF peaked how many months 
prior to past recessions?

July 1990 = 16 months prior
March 2001 = 9 months prior
Dec 2007 = 16 months prior

FF peaked how many months 
prior to past recessions?

July 1990 = 16 months prior
March 2001 = 9 months prior
Dec 2007 = 16 months prior

Late cycle peak in the 5 year treasury…what next?

FOR INSTITUTIONAL USE ONLY

Did the 5 year peak at 
4.50% in October 2022?
Did the 5 year peak at 

4.50% in October 2022?

5 year fell:
1 year later = -140bps
2 year later = -215bps

5 year fell:
1 year later = -140bps
2 year later = -215bps

5 year fell:
1 year later = -185bps
2 year later = -230bps

5 year fell:
1 year later = -185bps
2 year later = -230bps

5 year fell:
1 year later = -160bps
2 year later = -240bps

5 year fell:
1 year later = -160bps
2 year later = -240bps
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Prepayment penalty in practice
• Does your institution enforce a prepayment penalty if 

refinanced at your institution?

• If your penalty is 2%, how much of an impediment to 
refinance is that?

FOR INSTITUTIONAL USE ONLY

Hypothetical Example:

• Make a loan at 6.50%

• Solving for breakeven with a 2% 
penalty, after year 1… 

• 2% penalty / 4 remaining years = 50 
bps per year of savings to 
breakeven.  (3%/4 years = 75 bps 
lower rate to breakeven)

• If customer can refinance at 6.00% 
or lower and the bank actually 
charges the 2% penalty ($20,000), 
the customer would be in the 
money to refinance

Pricing loans – inverted curve

FOR INSTITUTIONAL USE ONLY

Hypothetical example:

Price 5 year fixed rate loan at 
FHLB +275
• Current rate: 6.61%

Question: will your bank match 
fund the loan?

If loan does not have prepayment 
penalty and you lock in FHLB 5 
year advance, what happens if 
loan refinances?

Given shape of yield curve, many 
are keeping wholesale funding 
shorter to hopefully reprice 
funding lower 

Use FHLB 1 year to fund loan, 
now spread = +181 (assuming 
6.61% loan rate)



INSTITUTIONAL USE ONLY 16

Pricing Loans – Lack of prepayment penalties

FOR INSTITUTIONAL USE ONLY

Hypothetical example:

Jan 2020 5 year loan priced at 5 
year Treasury +300bps = 4.65%

Vs.

Mar 2023  5 year loan priced at 5 
year Treasury +300bps = 6.59%

Are they equivalent spreads?

No, because the wholesale market 
spread for something 
refinanceable went from +20 to 
+179

January 13, 2020

March 20, 2023

Value of positive convexity in this rate environment…
What type of assets have banks booked now that rates are higher?

• Residential ARM loans that are very easily refinanced
• If rates fall many will be refinanced into the secondary market and the community bank will be left to invest cash at lower 

rates

• Commercial Real Estate loans with typically weak prepayment penalties
• If rates fall they can relatively easily be refinanced at lower rates or at a different institution

• Leaving the institution with cash to invest in a lower rate environment or a lower yielding loan

What types of assets should you consider booking in this higher rate environment?

• Loans with make whole prepayment penalties or very strong prepayment penalties
• Not typical for community banks

• Investments with more neutral to positive convexity
• Treasuries, Agency Bullets, CMBS, Some SBAs, Munis, Some Discounted MBS

FOR INSTITUTIONAL USE ONLY
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• Liquidity source 
• Place to earn on excess liquidity while waiting for loan demand to materialize
• On – balance sheet store of liquidity

• Unlike borrowing sources, bank’s ability to use portfolio for funding is not contingent on the bank’s credit position
• When viewing portfolio within liquidity context, understand:

• Cash flows
• Extension/contraction risk

• Earning asset
• Lower yield than loan portfolio, but higher liquidity and lower risk
• View earnings/yield relative to holding cash vs. comparing to loan alternatives

• Other Benefits
• Collateral for deposits or borrowing
• Portfolio is a tool for managing interest rate risk

Role of the investment portfolio

FOR INSTITUTIONAL USE ONLY

• Callable agency 
securities have very 
wide spreads and high 
relative yields… Why?

• At the money 
mortgages offer higher 
yields and spreads as 
well… Why?

• If interest rates fall from 
here, limiting optionality 
in bond purchases will 
help lock in these higher 
yields

• When do you want to 
receive cash back? 

Add structure in portfolio – hypothetical example

FOR INSTITUTIONAL USE ONLY
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Analysis of current holdings Review of alternatives

2.5 year funding cost at FHLB (Chicago) = 4.07%

2.5 year brokered CD cost = 5.00%

Over next 2.5 years, the interest cost on new funding 
is more than expense of selling investment (loss + 
foregone income)

However, taking loss could be unappealing for 
budget reasons.

Year 1:  Loss on sale $291,500

Year 1 interest cost on new CD: $250,000

Hypothetical investment sale for funding

Now what?

FOR INSTITUTIONAL USE ONLY

Bank owns $5 million of Treasury maturing Oct 2025

Current book yield = 1.44%

Book price = $103.98

Sell in the current market at $98.15

Sale yield/market yield/give up yield = 3.75%

Loss on sale: $291,500

Sale option

Bank owns $5 million of Treasury maturing Oct 2025

Current book yield = 1.44%

Book price = $103.98

Sell in the current market at $98.15

Sale yield/market yield/give up yield = 3.75%

Loss on sale: $291,500

Reinvestment option
5 year loan = 7.00% reinvestment yield

Time to “recapture loss”:

$291,500 (loss on sale) 

7.00% (reinvestment yield) – 1.44% (book yield) * par value 

= 1.04 years to recapture loss

Hypothetical loan funding example

Now what?

FOR INSTITUTIONAL USE ONLY
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Income management - 2023

FOR INSTITUTIONAL USE ONLY

• Liquidity / deposits are at a premium in current environment
• Discuss with management team how to manage through higher rates, but prepare for falling rates

• What is risk to asset income change vs. potential expense savings?
• Are you reaching for income in 2023 by adding assets with optionality but may regret that if rates fall and assets reprice 

lower?

Interest rate risk checklist
1. Interest rate risk reporting with comparison to policy limits

 Include 1 year and 2 year rate shock of income, EVE
 Is a non-parallel now most likely?  Are our assumptions reasonable?

2. Listing of key assumptions used in the model and supporting documentation
 Pricing assumptions, deposit decay rates, prepayment assumptions
 With the recent sharp rise in rates confirm and update assumptions 
 Need to be reviewed/approved by the board

3. Stress testing of key assumptions
 How sensitive are model results to the assumptions used (input different assumptions and compare 

results)

4. Liquidity stress testing
 Include sufficiently severe scenarios restricting use of brokered deposits, FF lines
 Review contingency funding plan, including any early warning indicators

5. Independent Model Validation
 Completed by a party independent of the ALCO meeting
 Report with findings provided to the board

FOR INSTITUTIONAL USE ONLY
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Key takeaways
• Review opportunities to lock in yield on assets while rates are 

high

• Be strategic with what “fills up” your balance sheet

• Monitor and discuss deposit trends regularly

• Examine deposit strategy for retention and cost of funds 
management

• Consider taking losses in the portfolio as a funding option or to 
reposition for higher income in 2023 and beyond

• Ensure completion and documentation of expected interest 
rate risk and liquidity management process

FOR INSTITUTIONAL USE ONLY

Marc Gall
Vice President
mgall@bokf.com / 866-440-6515

FOR INSTITUTIONAL USE ONLY



10:50 – 11:50 a.m.

Accounting & Tax Legislation 
Update
Brett Schwantes, CPA, Senior Manager, Wipfli LLP

Jessica Schwantes, CPA, Partner, Wipfli LLP
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Accounting Update

May 10, 2023

wipfli.com

Brett Schwantes
Audit Director
715 843 7404
bschwantes@wipfli.com

Overview CECL Adoption Considerations

Troubled Loan Modifications

Other Accounting Standards Updates

Update on FASB Projects
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CECL Adoption 
Considerations

What is in scope?CECL 
Overview

What is not in scope?

Financial assets measured at 
amortized cost basis

 Loans held for investment
 Debt securities held to maturity
 Receivables related to 

repurchase agreements and 
securities lending transactions 
in scope of Topic 860

 Certain lessor receivables
 Off-balance sheet exposures / 

unfunded commitments

Financial assets measured at 
fair value

 Loans held for sale
 Equity securities
 Debt securities available for 

sale
 ASU 2016-13 modifies the 

OTTI model prescribed in 
legacy GAAP

 Other financial assets 
measured at fair value

What is in scope 
for CECL?
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CECL 
Adoption

Non-PCD assets
 Adoption is as of the beginning of your institution’s fiscal year (e.g., 

1/1/2023)

 Dr Beginning retained earnings
 Dr Deferred taxes (if applicable)
 Cr Allowance for credit losses

Off balance sheet commitments
 Reserve on unfunded commitments is an other liability

 Dr Beginning retained earnings
 Dr Deferred taxes (if applicable)
 Cr Reserve for unfunded commitments

Adoption Date 
Journal Entries

CECL 
Adoption

PCD assets
 Accounted for on prospective basis through an adjustment for the 

addition of the allowance for credit losses on PCD loans upon adoption
 “Gross up” method that adds allowance for credit losses to purchase 

price to set a new amortized cost; no initial income statement impact

 Dr Loans (for acquired loan credit discount)
 Cr Allowance for credit losses

Adoption Date 
Journal Entries
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CECL 
Disclosures

The following disclosures do not significantly change:
 Loans by type
 Allowance rollforward by type
 Past due loans by type
 Nonaccrual loans by type

 One small change – required to disclose nonaccruals with no 
recorded ALL

 Non-PBEs/SEC only – credit quality disclosures
 More detailed disclosures are required for PBEs/SEC

What does not 
change with 
disclosure 
requirements 
under CECL?

CECL 
Disclosures

Qualitative information about the CECL methodology(ies)
 Description of how expected loss estimates are developed and any 

changes
 Discussion of the reversion method applied

Impaired loans disclosures
 No longer disclosed because concept is removed under CECL
 Nonaccruals with no recorded ACL require disclosure

Collateral dependent loans
 Include description of type of collateral
 Qualitative description of the extent of the collateral
 Significant changes in collateral coverage

Certain accounting policies & elections re: accrued interest

What changes 
with disclosure 
requirements 
under CECL?
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CECL 
Disclosures

PBEs/SEC only – credit quality disclosures
 Still include loans by risk rating (Pass, Special Mention, Watch, 

Substandard, Doubtful) and by loan type (commercial, consumer, etc)
 Now further disaggregates by loan origination year
 Credit quality disclosures do NOT change for non-PBEs/SEC

PBEs/SEC only – gross charge-offs (ASU 2022-02)
 Must disclose gross charge-offs YTD by loan type and loan origination 

year
 Effective for PBEs/SEC entities in reporting periods beginning after 

12/15/22

PCD asset disclosures
 Previous PCI disclosures no longer applicable
 Reconciliation between purchase price and par value now required

What changes 
with disclosure 
requirements 
under CECL?

Troubled Loan 
Modifications
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ASU 2022-02

Troubled Debt 
Restructurings and 
Vintage Disclosures

Issued in March 2022

Eliminates TDR accounting model
 Effective for reporting periods beginning after 12/15/22
 All loan modifications now accounted for under general loan 

modifications guidance, including modifications made to borrowers 
experiencing financial difficult

New disclosure requirements for loan modifications
 Required only for modifications in the form of an interest-rate 

concession, principal forgiveness, other-than-insignificant payment 
delay, or term extension to borrowers experiencing financial difficulty

Prospective
Transition Method

Transition 
Methods for 
Adoption of 
ASU 2022-02

Modified Retrospective 
Transition  Method

For TDRs existing at the date 
of adoption:

 Continue to account for under 
legacy TDR accounting model

 ACL is determined using 
discounted cash flow approach

For TDRs existing at the date 
of adoption:

 Apply CECL model to 
determine ACL

 Difference, if any, between the 
legacy ALL and the CECL ACL 
is recorded as a cumulative 
effective adjustment to 
beginning retained earnings
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ASU 2022-02

Example Disclosures

By class, types of modifications used, amortized cost basis, 
and %:

ASU 2022-02

Example Disclosures

May have different combinations of modifications disclosed 
separately:
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ASU 2022-02

Example Disclosures

By class, the financial effect by type of modification:

ASU 2022-02

Example Disclosures

By class, receivable performance in 12 months after 
modification date:
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ASU 2022-02

Other Disclosures

Other disclosure requirements:

 Loan modifications made to debtors experiencing financial difficulty: 
 By portfolio segment, qualitative information about how those 

modifications and the debtors’ subsequent performance are 
factored into determining the allowance for credit losses

 Loan modifications with a payment default in the last 12 months: 
 By class, the type of contractual change that the modification 

provided
 By class, the amount defaulted
 By portfolio segment, qualitative information about how those 

defaults are factored into determining the allowance for credit 
losses

Other Accounting 
Standards Updates
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ASU 2023-02 Accounting for Investments in Tax Credit Structures
• Permit entities to account for tax equity investments, regardless of the 

tax credit program, using the proportional amortization method if 
certain conditions are met

• Would include traditional New Markets Tax Credit investments

• May include other tax equity investments if they meet the criteria

PBEs: Years 
beginning after 
December 15, 2023

Non-PBEs: Years 
beginning after 
December 15, 2024

Early adoption is 
permitted

Effective Dates
Non PBEsPBEsSEC filersStandard
Years beginning after 
December 15, 2022

Years beginning after 
December 15, 2022

ASU 2016-13 Measurement of 
Credit Losses on Financial 
Instruments

Years beginning after 
December 15, 2022

Years beginning after 
December 15, 2022

ASU 2017-04 Simplifying the 
Test for Goodwill Impairment 

Contract changes from 
March 12, 2020 through 
2024

Contract changes from 
March 12, 2020 through 
2024

Contract changes 
from March 12, 
2020 through 
2024

ASU 2020-04 Reference rate 
reform (and ASU 2022-06)

Years beginning after 
December 15, 2023

Years beginning after 
December 15, 2023

ASU 2020-06 Accounting for  
Convertible Instruments and  
Contracts in an Entity’s Own 
Equity

Years beginning after 
December 15, 2023

Years beginning after 
December 15, 2022

Years beginning 
after December 
15, 2022

ASU 2022-01 Fair Value 
Hedging—Portfolio Value 
Method
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Effective Dates
Non PBEsPBEsSEC filersStandard
Years beginning after 
December 15, 2022

Years beginning after 
December 15, 2022

Years beginning after 
December 15, 2022

ASU 2022-02 Troubled Debt 
Restructurings and Vintage 
Disclosures

Years beginning after 
December 15, 2024

Years beginning after 
December 15, 2023

Years beginning after 
December 15, 2023

ASU 2023-02 Investments in 
Tax Credit Structures

Update on FASB 
Projects
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FASB Project Existing GAAP

• Acquired loans (non-PCD) are measured at fair value

• Fair value measurement includes a discount for credit losses

• After acquisition, must recognize allowance for credit losses

• Charge to earnings (provision for loan losses)

• Drawbacks to this accounting method:

• “Double counting” of credit losses

• Skewed effective interest yields

Acquired Loans

FASB Project Tentative Changes

• Acquired loans are measured at fair value
• Fair value component related to discount for credit losses would 

be recognized as an allowance for credit losses
• No charge to earnings would be necessary upon acquisition

• Drawbacks to this accounting method:
• No recognition of credit losses in the income statement
• Potentially skewed loan loss ratios

• Tentatively would only apply to “seasoned” loans
• Would consider the acquirer’s involvement with the loans
• Bright-line period of 90 days
• All loans that are part of a business combination

Acquired Loans



13

FASB Project Existing GAAP

• Most digital assets are considered intangible assets

• Some digital assets may be considered financial assets (e.g., 
certain stablecoins)

• Accounting for intangible assets is at cost with recognition of 
impairment when a triggering event occurs

• Results in a lower of cost or market treatment without any 
subsequent write ups if the market recovers

Digital Assets

FASB Project Tentative Changes

• Crypto assets that meet the following criteria would be 
recognized at fair value with changes in fair value recognized in 
AOCI

• Meet the definition of an intangible asset

• Do not provide rights to underlying goods or services

• Created or reside on a distributed ledger or “blockchain”

• Secured through crypotography

• Fungible

Digital Assets
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