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Insured commercial 1,anlcs reportecl 
recorcl le\.els of net income in the 
first cluarter, which tK~nslatecl into 
the fo~~rth-highest return on assets 
(IIOA) ever. Non-interest income 
was u p  11.6% over last ye;lr's level 
ancl was largely responsil,le for the 
increase in ROA. 

Higher fee income accountecl for 
half of the rise in non-interest 
income. Net-interest income was 
boostecl by grolvth in interest- 
earning assets, despite a clecline in 
the net-interest margin associateel 
with those xssets. Rates of retilrn on 
e:~rning assets (such as creclit carcls 
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ancl loans) have wealtened recently, 
while inclicators of the cost of Ixnk 
filncls (such as money market rates 
ancl sates on 6-rnonth CDs) have 
l ~ e e n  rising. 

One of the dinlensions along 
\vhich large and small banks cliffer is 
their reliance on non-interest in- 
come. B:~nlis with less than $100 
million in assets gain roughly 20% of 
their net revenues from this source, 
co~npared to almost ~iO% for larger 
banks. Net revenues at both the 
largest (over $10 billion) anel small- 
est (under $100  nill lion) institiltions 
have also Ixen boosted by cleclines 
in non-interest expenses. 

Loan-loss provisions totaling S-i.3 
l~illion cut into 1,anlcs' first-c1~1;lrter 
earnings. as clicl net charge-offs of 
$4.0 1,illion. The creclit c;lscl conlpo- 
nent of net charge-offs continues 
to he  ~xol~le~i i :~ t ic .  Credit carcl 
clx~rge-offs were LIP $560 million 
over last year's level, while all other 
c:~tegories of ch:~rge-of& fell $113 
million. 

May's Senior Loan Ofl'icer S~lniey 
inclicates that since February, banlis 
have hecome more accon~moclating 
to I,usinesses 11ut h21x.e tighte~lecl 
creclit for households. 
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EXPECTED CHANGE IN CHARGE-OFF RATE, BY BANK SIZE 
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SOURCE: Board of Governors of the Federal Reserve System. Senior Loan Officer Opinion Survey on Bank Lending Practices. 

I3anlis th:tt easecl their terms on 
commerci:~l :~ncl incl~~strial (CSI) 
1o:tns i~lclicatecl th:tt tile). llacl clone 
s o  in response to competition from 
other 1,anl;s as n.ell as nonl>ank 
lenclers. In reg:trcl to CSI loans to 
large- ;mcl ~niclclle-~n:trl<ct Ix~rr-o\vers. 
one-thirci of the clomestic respon- 
clents inclicatecl th;tt the!. had re- 
clucecl their sate spreacl o\.er mzu-lcet 
sates, n.liile o11e-fourth lo\\.eretl the 
cost  of' their creclit lines. Snlall- 
nxtrltet l~orro~vers \\.ere less liltcly to 
esperience a n  ei~sing of terms. In 
fitct, fi~reign I~anlis' hrnnches ancl of- 

fices. representing almost 30(!41 of the 
res17ondents. tightened terrrls sorne- 
what on  these loans. The sur\.ey 
sho.rvecl 110 strong inclication of ei- 
ther weaker or stronger demancl for 
CSI lo:1Ils. 

A significant fraction o f  I ~ n l i s  
continue to report tighter stanclarcls 
o n  consumer loans. Intieeel. nearly 
half reportetl raising their terms on 
nen. creclit card accounts. I-lo\\~evec 
l~anlis'  \villing~less to mal<e con- 
sumer loans is essentially un- 
ctlangecl since the previous survey. 

The May report also incluclecl a 

new set of cl~~estions regarcling loan 
officers' expectations o f  clxtl~ges in 
charge-off rates on consunier ancl 
CSI loans for the rest of 1997. One- 
thircl of the responclents notecl that 
the)- foresee charge-off sates on  
consumer loans rising zts :t result of 
the presumecl increase in ho~lse-  
holcls' \\-illingness to cleclare banli- 
ruptcy. One-Soilrth :tnticip:tte higher 
ch:trge-off rates on C&I loans 1,e- 
cause of an easing of stanclarcls :tncI 
:L cleterioration in I ~ ) t h  I>~~siness I'i- 
nanci~tl conclitions :tncl the gener:tl 
econolnic o~~tlool;. 

http://clevelandfed.org/research/trends
July 1997

Best available copy


