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Banking Conditions 
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INTEREST RATES ON BANK ASSETS 

Percent 

I RETURN ON ASSETS BY BANK ASSET SIZE 

Percent 

]NET INTEREST MARGINS BY BANK ASSET SIZE I 

Percent 

NOTE: All data are for FDIC-insured commercial banks. 
SOURCES: Federal Deposit Insurance Corporation; and Bank Rate Monitor, various issues 

I7I>IC-insurecl co~n~nerci;tl 1~11llis re- 
1x11-tecl recorcl profitsof $11.6 I>illion 
in the seconcl clu:lrter, sur~x~ssing the 
previo~ls high set in the first three 
months of the year. Net interest in- 
C O I I ~ ~  anel net non-interest incon~e ill- 
creztsccl 7.9% anel S.')[Xi, respecti\~r.ly. 

Net interest murgins. ihe clifference 
t,et\veen the sate earnecl o n  assets 
ancl the rate paicl on li:~l,ilities. rose 
clespite cleclines in IS- and SO-ye;ir 
fixecl mol-tgage mtes. I-Iox\.ex.er. nxlr- 
gins so  far- in 1907 :Ire no  Iligher 

~h:un 1996 levels. The gron-th rate of 
bank :ussets, on the other h~tncl, is \\?ell 
al>o\.e last year's posting-S.5(% ver- 
siis S:~(XI-reflecting strong loan cle- 
mancl. Commercial anel ind~tstrial 
loan gro\vth accounteel for 56% of 
the increztse in bank assets i r ~  the 
seconcl cluarter. 

Net i~~terest margins were mrlieclly 
l o n w  for the nation's largest banks. 
reflecting 1~1th  reclucecl yields on  
earning assets and higher costs of 
funcling those assets. Seconcl-quarter 

relurn o n  Ltssets (l iOA) stoocl at 
1.2.496. the fifth-highest ever for the 
inelustry. 1)ifferences among hanli 
size categories n-ere ~ n ~ l c h  less pro- 
no~incecl for ROA (net  opel.ating 
income :~fter taxes clividecl by assets) 
than for net interest margins. Non- 
interest income re:tchecl 2.9% of as- 
sets for the largest h:ulllis. I ~ u t  only 
1.4 'Xi lor the sm:lllest, \~-hile the corn- 
par;tl)lc nilml,ers for non-interest 
esllense were ~ i .  l(x) :uncl 3.90/ir. 

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

Best available copy


