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a. Troubled assets include noncurrent loans and leases plus other real estate owned 
NOTE: All data are for FDIC-insured commercial banks. 
SOURCE: Federal Depos~t Insurance Corporation. 

I QUARTERLY CHANGE IN NONCURRENT 
LOANS AND LEASES 

Insurecl commercial h:inlis reported 
a near-recorcl income of S12. 1 hil- 
lion in 1995:IVQ :inel set a yearly 
recorcl tor totzil income of $48.8 I ~ i l -  
liotl. Nearly 970f) of all 1)anlis re- 
portecl positive earnings for the 
yeas, ancl 68'W1 sari. higher incomes 
than in 1994. The goocl tin~cs were 
sprcacl nationrvicle ancl across 170th 
big and  sm:lll i>anlis. 'l'his health 
was reflectccl in 1~1?lis'  return on as- 
sets, xvlihich came in a l~ove 1'!41 for 
the tl-tircl yeas in a row. 

Several components con t r i l~~~ ted  
to the recorcl earnings. B:lnl;s' net 
interest margin remained solicl cle- 
spite a slight clecline, with increasecl 
earning assets, particularly loans, 
taliing up the slacli. Real estate loan 
grorv-th, often volatile: slon~ecl some- 
wh:it in the fourth quarter, increas- 
ing only $4.1 billion. Commerci:ll 
~uncl incl~~strial loans aclvancecl a 
healtl~y $14.1 billion ancl other lo:ins 
rose S15.2 billion, lecl by creclit c;lrcl 
loans. Overall, 1995 saw the highest 
share of loan gronxh since 19S.i :inel 

the largest clollar p i n s  ever. I-Iighcr 
fee income, lower i~lsurance assess- 
meilts. :unci profital~le sales of invest- 
n ~ e n t  securities completecl the rosy 
e~krnin$s pictilre. 

An alxence of s e r i o ~ ~ s  problems 
also helpecl. Although lo:i~ih-loss pro- 
visions rose for the year (the first 
time since 19911, net charge-offk 
held steacly ancl troublecl assets fell. 
The fourtll-q~l:trtw numhers co~llcl 
portencl troul,le, tlowever: Net 
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Banking Conditions (cont.) 
Percent Percej3j Billions of dollars 

I QUARTERLY INCREASE IN AVAILABLE CREDIT 1 

a. Includes credit card I~nes, home equity lines, commitments for construction loans, loans secured by commercial real estate, and unused commitments to 
originate or purchase loans. 
NOTE: All data are for FDIC-insured commercial banks. 
SOURCE: Federal Deposit Insurance Corporation. 

charge-offs rose for tile seconcl con- 
secutive cluarter, clelinquent con- 
sumer loans increased S 1.2 billion, 
anct credit c:~rd tlelincl~iencies rose 
to their highest lewl in two years. 
Overall, though, noncrirrent loxns 
a n d  leases postctl a clecline, for the 
eighteenth time in t\\.enty clriarters. 

The goocl news paicl o f f  hand- 
somely on  the ccluity side. \\lit11 
banks reporting a11 impressive 
14.68% return on ecl~iity. At this rate 
of return, a dollar will cloc~lde in less 

tlXm five years. Small banlis laggecl 
some\vhat, earning 11.4%. One sign 
of banlis' strong profitability ancl 
continued goocl health is that despite 
growth in assets, the ratio of equity 
capital to assets surged above 8%. 

Fro111 the borrower's perspective, 
a\;ailable credit abounded, reflecting 
gro~vth in both loans ancl ~inusecl 
lines of creclit. In the fourth quastet 
~ ~ n u s e d  lines illcreased by Illore than 
twice as nluch as actual loans. Busi- 
nesses ancl consumers apparently 
wantecl to position themselves to 

take aclvantage of even taster 
growth, ancl banlis seemed willing 
to lend. 7'he continuing economic 
recovery has indeecl bolstered 
hanlis' bal;tnce sheets, b~ i t  some c)b- 
servers have cautioned that banks 
11up be overlencling in good times. 

Strong loan gro~vth  :~CSOSS the 
country last ).ear obscures a ~llinor 
hanking ~nilestone: For the first 
time in recent history, the number 
o f  comr~lercial banlis clroppetl 
below 10,000. 
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