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The U.S. commercial banking industry continued to
be highly profitable in 2002, despite the lackluster
performance of the U.S. economy. Returns on both
bank equity and assets rose, the latter reaching its
highest level in more than three decades (chart 1). An
important contributor to last year's bank profitability
was the decline to extraordinarily low levels of mar-
ket interest rates. As a result of the Federal Reserve’s
aggressive easing in 2001 in response io economic
weakness, short-term interest rates were low through-
out 2002 and fell furiher in November as monetary
policy was eased again (chart 2). Longer-term rates
backed up early in the year before falling dramati-
eally to multidescade lows by year-end. With the cest
of helding leuid depesiis lew and with weak eguity

Nome. Except where otherwise indicated, data in this article are
from the quarterly Reports of Condition and Income (Call Reports) for
insured domestic commercial banks and nondeposit trust companies
(hereafter, banks). The data consolidate information from foreign and
domestic offices and have been adjusted to take account of mergers.
For additional information on the adjustments to the data, see the
appendix in William B. English and William R. Nelson, “Profits and
Balance Sheet Developments at U.S. Commeicial Banks in 1997)”
Feadeakil Reseevee Bullédinin, vol. 84 (June 1998), p. 408. Size cate-
gories, based on assets at the start of each quarter, are as follows: the
10 largest banks, large banks (these ranked 11 through 100), medium-=
slzed banks (these ranked 101 through 1,000), and small banks. At the
start of the fourth quarter of 2002, the approximate asset sizes of the
banks In those groups were as follows: the ten largest banks, mere
than $87 billien; large banks, $6.7 billien to $83 billien; mediumi-
sized banks, $376 millien to $6.5 billien; and small banks, less than
376 millien:

Many of the data series reported here begin in 1985 because the
Call Reports were significantly revised in 1984. Data for 1984 and
earlier years are taken from the Federal Deposit Insurance Corpo-
ration, Statistics on Banking, 1999. The data reported here are also
available on the Internet at Ittp:/Awww.fdic.gov/bank/statistical/
statistics/index. htemll.

Data shown in this article may not match data published in earlier
years because of revisions and corrections. In the tables, components
may not sum to totals because of rounding. Appendix table A.1, A—E,
reports portfolio composition, income, and expense items, all as a
percentage of overall net consolidated costs. Appendix table A.2
reports income statement data for all banks.

markets evidently adding to the attractiveness of
liquidity, banks were the recipients of large inflows
of inexpensive savings deposits that helped to redice
interest expense and boost net interest margins. Net
interest margins also benefited from the shape of the
yield curve, whieh, despite the deeline in leng-term
rates, was considerably steeper on average in 2002
than 1A 2001. In additien, the decline in lenger-term
interest rates beosted realized galns en seeurities.
Prefitability was supperted as well By a reduetien i
nen-interest expense fellowing a ehange in asseunt-
ing rules that substantially limited the requirement te
amertize geedwill. Finally, bank prefitability bene-
fited frem a leveling off of 18an eharge-sffs and lean
provisiening, whieh sesmed {8 reflect an improved
a’eili? gf the heuseheld and Business seEiBrs I8 s&f-
viee their Bank 1ans and gther debt made passible by
the generally 1w lavels of market interest rates:
Both the household and business sectors took con-
siderable advantage of falling long-term interest rates
to strengthen their balance sheets. A drop in mori-
gage rates to record lows prompted a surge of mori-
gage refinancing. Households were able to reduce
their interest rate burden in part by liquidating some
of the equity in their hemes and using the proceeds
6 pay dewn more-expensive consumer debt. Cer=
poratiens alse enjeyed a reduetion in their interest
rate burdens. Mereover, by issuing bends and paying
dewn shert-term debt ebligatiens, they were able 6
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Source. For intended federal funds rate, Federal Reserve Board
(www.federalreserve.gov/fomc/fundsrate.htm); for Treasury security rates,
mortgage rate, and Moody's bond rates, Federal Reserve Board, Statisti-
cal Release H.15, “Selected Interest Rates” (www.federalreserve.gov/
releases/h15); for high-yield bond rates, Merrill Lynch Master II index.

bolster liquidity. The balance sheet strengthening on
the part of both households and firms likely contrib-
uted to the stabilization of banks’ credit quality dur-
ing 2002, With delinquency rates for business and
household loans flaitening or declining, banks were
able to held less provisioning steady, albeit at a high
level.

Commercial and industrial lending continued to
decline in 2002 and reflected weak business invest-
ment and the paydown of loans with the proceeds
of bond issuance. Howevet, bank stpport of the mort-
gage market was considerable: The share of bank
assets accounted for by residential morigages and
morigage-backed securities rose over the year by

pEbEPEKEE HAGRD NS lopbckmercent.

According to the Federal Deposit Insurance Cor-
poration, ten commercial banks failed in 2002 and
required government assistance to dispose of their
assets and insured deposits. At the time of closing,
these banks held about $2.5 billion in assets, a tiny
percentage of industry assets but the highest share
sinee 1993. The number ef bank mergers fell for the

3. Number of banl@hartd share of a8setdNumber of banks and share of assets
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Mome. For definition of bamk size, see the text note.

second consecutive year, to 305, the smallest num-
ber in more than a decade. With the slow pace of
economic recovery, only 111 new bank charters were
created in 2002, the lowest number in any year since
1994, Thus, total commercial banks in the United
States continued te deecline, falling te 7,935 as of
December 31, 2002 (ehaft 3). The share of industry
assets at the ten largest banks continued to increase
in 2002, and the rise was due largely to an internal
consolidation among Citigroup subsidiaries. This
consolidation had little effect on the share of assets
at the largest 100 banks, as it took place within this
aroup.

Reorganization activity also declined at the bank
holding company (BHC) level. The number of merg-
ers between BHC's dropped to 126, the smallest num-
ber since 1991, The formation of new BHCs, how-
ever, pushed up the overall total by 2 over the year, to
5,963. The share of banking and nonbanking assets
held by the top fifty BHCs remained flat, at about
77.5 pereent. The number of financial holding compa-
files, a subset of BHCs that have a greater seepe of
allewed astivities under the Gramin-Leash-Bliley
Ast, rose te 715 in 2002, up frem 665 in 2001. The
share ef BHC assets held at finaneial helding sempa-
fies rege 8 74 pereeit:

1. This count ofi commercial banks, derived from Call Report
data, may vary slightly from measures, such as those in the Federal
Reserve’s Anmuadl Repooty, that are based on the definition ofia bank
given in the Bank Holding Company Act and implemented in the
Federal Reserve’s Regulation Y.[endofnote.]

[note:



BALMNCE SHEET DEVELOPMENTS.

Total bank assets grew 7.2 percent in 2002, about in
line with the expansion of total domestic nonfinancial
debt (table 1). Asset growth was driven primarily by
real estate loans—particularly residential mortgage
and home equity loans—and securities held on bal-
ance sheet. These advances more than offset sharp
deelines in commereial and industrial leans. Overall,
total leans and leases inereased 5.9 pereent last year,
a paee metre than three times that in 2001.

On the liability side of the balance sheet, banks
enjoyed continued strong inflows of core deposits,
a reflection of the drop in the opportunity cost of
holding liquid deposits and, apparently, of a surge
in the demand for safe, liquid assets stemming from
increased economic uncertainty and a volatile and

weak stock market. Even so, banks found it necessary
to expand their managed liabilities moderately.
Banks seemed to respond to the uncertain eco-
nomic outlook in 2002 by bolstering their capital
positions. Equity capital grew somewhat more
quickly than assets, and the ratio of total regulatory
capital to risk-weighted asseis rose slightly as well;
the increase in the latter ratio reflecied the strong
growth of assets with lew risk weights, such as Trea-
Uy and ageney seeurities and residential mertgages.

FLoans to Busiinesses.

Commercial and industrial (C&I) loans fell 7.3 per-
cent over the year, the largest decline since 1991.

Tabl& hnuadmated ohitesovfthrofitthl afidza kireed tieeat i €88 -2003-2002

Percent
Mwio:
Dec.
2002
Item 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 (billions
of
dollars)
Assets 5.68 8.06 7.55 6.10 9.23 8.25 5.43 8.77 512 7.18 6,954
Interest-earning assets 6.43 5.29 777 5.79 8.67 8.29 5.83 8.73 3.95 751 5,998
Loans and leases (net) 6.05 9.83 10.53 8.12 533 8.90 8.03 9.35 1.84 5.87 4,002
Commercial and industrial 52 9.33 12.26 724 12.02 12.94 7.88 8.54 -®.72  -7.29 904
Real estate 6.13 7.90 8.32 5.45 9.30 7.99 12.22 10.74 7.94 14.45 2,049
Booked in domestic offices 6.17 7.64 8.47 5.51 9.52 797 12.36 11.62 8.01 14.86 2,018
One- to four-family
residential 11.08 10.09 10.05 4.66 9.67 6.36 9.70 9.28 5.69 19.89 1152
Other 22 4.35 6.24 6.75 9.32 10.29 16.06 13.31 10.95 8.80 866
Booked in foreign offices 4.67 18.35 2.81 3.18 .34 8.79 6.28 -i1.62 397 -7#1 31
Consumer 9.06 16.01 9.50 490 -219 99  -1.47 8.06 4.25 6.46 649
Other loans and leases 9.98 5.29 14.23 2228 -71.91 14.06 6.69 7.81 -1.93 -0.34 477
Loan-loss reserves and
unearned income -5.82 221 .25 -0.06 -0.50 3.47 2.36 8.04 13.15 5.64 79
Securities 12.26 -4.14 57 .86 8.85 8.40 5.11 6.36 717 16.18 1518
Investment account 8.11 -1.73 -1.58 -1.160 8.66 12.66 6.68 2.85 8.82 13.52 1308
U.S. Treasury na. na. -19.21  -14.28 -8.86 -25.17  -1.89 -32.72 -40.27 41.92 63
U.S. government agency and
corporation obligations na. na. 6.43 3.63 14.18 17.00 1.83 3.75 12.84 17.92 822
Other n.a. na. 4.20 1.83 11.20 26.99 20.90 13.39 12.01 2.97 422
Trading account 51.84 -20.46 18.51 1444  10.00 -13.32 -6.93 37.16 -3.72 36.03 210
Other -8.10 3.30 8.60 1.04 3855 380 -837 10.30 13.00 -288 478
Non-interest-earning assets -30 31.61 6.06 8.29 13.03 797 2.81 9.01 12.89 5.16 956
Liabilities 5.12 8.31 717 5.96 9.12 8.13 557 8.59 4.46 7.12 6,321
Core deposits 1.49 -0.17 3.96 4.13 4.52 7.04 .23 753 10.55 757 3,422
Transaction deposits 5.47 -32 -3.09 -3.44 455 -1.41 -8.98 -1.31 1019 -5.09 701
Savings and small time deposits -85 -07 8.37 8.35 9.03 10.73 3.80 10.54 10.66 11.40 2,720
Managed liabilities? 12.30 17.58 10.44 9.66 13.83 9.60 15.50 8.80 -2.70 5.32 2,427
Deposits booked in foreign
offices 15.06 30.89 513 427 1113 8.71 14.60 7.84 -10.96 4.49 658
Large time -9.21 8.72 19.61 2117  20.14 9.09 14.19 19.37 -3.65 5.08 571
Subordinated notes and
debentures 10.82 9.23 6.61 17.74  21.05 17.00 5.07 13.98 9.56 =60 94
Other managed liabilities 22.18 12.91 11.24 8.21 12.23 9.88 17.69 3.92 2.54 6.48 1105
Other 15.30 79.17 20.46 2.60  23.79 859 -6.39 15.43 3.04 13.62 472
Equity capital 12.58 524 12.60 774 1044 9.59 3.93 10.68 1231 7.87 633
Mo
Commercial real estate loans? =60 4.01 6.34 7.67 10.12 11.37 15.42 12.16 12.86 6.88 865
Mortgage-backed securities na. nMEMO: 67 2.0éviortddgtShacke@Betrities3.34 3.29 28.97 15.53 691

NOTE. Data are from year-end to year-end.

1. Measured as the sum of deposits in foreign offices, large time deposits in
domestic offices, federal funds purchased and securities sold under repurchase
agreements, demand notes issued to the U.S. Treasury, subordinated notes and
debentures, and other borrowed money.

2. Measured as the sum of construction and land development loans secured
by real estate; real estate loans secured by nonfarm nonresidential properties;
real estate loans secured by multifamily residential properties; and loans to
finamose commercial real estate, construction, and land development activities
not secured by real estate.



Note. Egon Zakrajsek, of the Division of Monetary Affairs, prepared this box material.
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The runoff in C&I loans in 2001 and 2002 occurred entirely
at the 100 largest commercial banks (chart a). Growth of
C&I loans at other banks (institutions not among the
100 largest banks), though slowing, continued to be positive
over this period. This divergence between small and large
banks contrasts sharply with thelr mueh mere comparable
behavier fellewing the business-eyele peak in 1990. Data
on small business leans, available annually sinee 1993,
make it alse pessible to examine the patiern ef business
lean grewth By size of borrewer. As with C&I loans at
small banks, loans to small businesses continued to expand
over 2001 and 2002, while loans to other, mostly large
businesses contracted (chart b). Further insight is gleaned
from an examination oflbusiness loan data disaggregated by
both loan size and borrower size. This analysis reveals that
the runeff of business loans at large banks in 2001 and 2002
was due entirely to loans to other—not small—businesses
(chart ¢). At small banks, the slowdown in lendlng was
abeut egually shared by beth small and ether businesses
(ehart ¢).

The relative importance of supply and demand factors in
explaining the changes of business lending by small and
large banks and the implications for the supply of credit to
large and small businesses in recent years are analyzed in
this box.

Demand Factors

Over the 2001-02 period, sluggish capital expenditures and
sharp inventory runoffs reduced the borrowing needs of
firms and significantly depressed demand for C&I loans at
both small and large banks. Dwindling merger and acquisi-

Mome. The large bank category comprises the top 100 institutions in
terms of assets; the small bank category comprises institutions outside the
top 100. Data have been merger adjusted.

Source. Call Report.

NBER National Bureau of Economic Research.

tion activity and access to the corporate bond market and
other sources of external finance among larger firms ampli-
fied the reduction in C&I loan demand at large banks, as
their bigger customers issued bonds in volume to lock in
historically low long-term interest rates. Demand-side influ-
ences, therefore, appear to be a factor in the recent diver-
genee in the growth rates of C&I loans at small and large
banks as well as at small and large businesses.

Supply Factors

Measures of C&I loan pricing at large and small banks from
the Survey of Terms of Business Lending (STBL), however,
indicate that differences in demand tell only part of the story
(chart d). Large commercial banks significantly raised the
risk spread on large loans—measured as the loan rate less
the rate on a market instrument of comparable maturity, a
proxy for funding costs—during the recent period of eycli-
cal weakness. At the same time, these banks lowered rates
charged on small C&I loans slightly faster than the decline
in estimated funding costs, a move that fostered a more
hespitable berrowing envirenment for smaller firms. By
contrast, small banks have increased risk spreads on small
C&! lean eriginatiens ever the past eeuple of years. The
variability and lack ef elear systematic mevement in fisk
spreads en extensiens of large 1eans at small banks guring
this peried indieate that a relatively small number ef large
€&} 1eans sriginated at these institutions:

Differences in the pricing of small C&I loans at large and
small banks may reflect in part the greater diversification of
small business loan portfolios—both across industries and
across regions—at large institutions, brought about by

Mome. Growth rates are Q2 over Q2. Loans to small businesses are in
the original amount of $1 million or less. Loans to other businesses are in
the original amount of more than $1 million.

Source. Call Report.

NBER National Bureau of Economic Research.

5note: 11. Since 1993, domestic commercial banks have reported hoth their C&I and commercial real estate loans outstanding to small businesses in their

une Call Reports. Both types of loans to small businesses are defined as follows: (1) loans with original amounts of $100,000 or less, (2) loans with

original amounts between 5100 000 and $250,000, and (3) loans with original amounts of between $250,000 and $1 million. For the purposes of

this memo, the three loan size classes were aggregated into a single "C&I 'loans to small businesses” category; the remainder of the C&I loans
outstanding—in the original amount of more than $1 million—compose the "C&I loans to other businesses” category. [end of note.]



Commercial and Industrial Lending by Size of Bank and Size of Leam—Continued

the substantial number of mergers since the mid-1990s. By
diluting the impact of idiosyncratic loan risk, the increasing
diversification would allow large banks to price loans to
small businesses more aggressively. The ability of small
banks to remain competitive—despitte the evidence of rela-
tive increases in their loan rates in recent years—may be
due to their information advantage in establishing and main-
taining local lending relationships.

The increased risk in making loans to larger firms likely
explains the run-up in risk spreads on large business loans
at large commercial banks. Recent corporate governance
problems, for example, were concentrated among large
corporations. Moreover, worsening corporate credit quality
was most pronounced in the telecom, energy, and airline
sectors, industries dominated by blg firms that are unlikely
te borrew frem smaller banks. This interpretatien is eef-
roberated by the faster rise in reeent years and higher level
of delinqueney rates en Cé&!l leans at large banks than at
small banks. Greater risk in underwriting big C&! leans
would aet te restriet lean supply at large banks and weuld
gxaeerbate any eeniractien in E&! lending stemming frem
redueed lean demand. The medest Rarrewing of risk spreads
for small 1eans at large Banks, By cenirast, weuld iend 10
promete Berrawing By small Businesses:

Lending to Small Businesses by Large and Small Banks

The growth of C&I loans to small businesses has been
consistently stronger at small banks than at large banks
(charts a and c). Howevet, to prevent distortions to relative
growth rates caused by the wave of bank consolidations
since the mid-1990s, these growth rates have been adjusted

Char(Bowthrmtdh o hE&dflGms, Ibynsizbyo Sizandf dmadk and
borr_ower” 17-2002

Nome. Growth rates are Q2 over Q2. Loans to small businesses are in
the original amount of $1 million or less. Loans to other businesses are in
the original amount of more than $1 million. Data have been merger
adjusted.

Source. Call Report.

NBER National Bureau of Economic Research.

for mergers between small and large banks. In fact, large
banks have acquired a substantial volume of loans to small
businesses through purchases of smaller banks. Indeed, Call
Report data that have not been adjusted for mergers show
that large banks’ share of all small business loans has risen
from less than one-third of outstandings in 1994 te about
ofie-half in 2002. Thus, large banks have inereased thelr
share of the market for small business leans even theugh
they have made relatively few sueh leans ever and abeve
what they have aeguired threugh meraers. At the same time,
leans te small businesses have beseme a grewing share ef
Business leans at small Banks: 1A 2002, small Business 19ans
aceaunted fer almest 60 pereent of C&\ 1sans sutsianding
at small banks, compared with abeut 48 percent in 1994. At
large banks, By contrast, the share of small Business 1oans as
a fraction of their total €&1 10an porifelie remained remark:

ably stable from 1994 t8 3002, af around 16 percent:
[end of box.]

3. The loan rate data exclude information of any lending fees thafmote: be
present and thus should be considered as indicative rather than definitive
measures of lending costs.[endofnote.]

DOhartWeigviéel gheellam edile spiskd pre4d&on] @&s, loans,
by size of loan and bank, 19%7-2003:Q1

Mome. Small loans are those $1 million or less (in 1996 dollars); large
loans are those greater than $1 million (in 1996 dollars). The spread is over
the market rate on an instrument of comparable maturity.

Source. Survey of Terms of Business Lending.

NBER National Bureau of Economic Research.
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bank lending policies. Although nonfinancial firms
expanded their capital expenditures a bit last year,
their internally generated funds rose smartly, which
caused the fimancing gap—and thus borrowing
needs—to plummet to levels not seen since 1997
(chart 4). A paucity of merger activity and the attrac-
tiveness of the bond market as an alternative source
of funds, which induced many firms to issue longer-
term debt and use the proceeds to pay down bank
loans and other short-termn debt, also held down
demand. Respondents to the Federal Reserve’s Senior
Lean Officer Opinion Siuirvey on Bank Lending Prac-
tices (BLPS) fioted these factors, particularly the first
twe, in reporting that the demand for C&I leans was
gulte weak in 2002 (ehart S, third panel).

On net, BLPS respondents also reported a tighten-
ing in lending standards in all four surveys conducted
in 2002, although these fractions declined over the
course of the year (chart 5, top panel). A similar
picture can be painted for lending terms (chart 5,
second panel): Aceording te the BLPS, a substantial
percentage of banks (albeit a smaller ene than in
2001) reported inereased spreads ever the eost of
funds and inereased premiums fer riskier leans
threugheut the year The respenses to speeial gues-
tiens in the April 2002 BLPS indieated that mest
respendent banks, whieh asesunied fer mere than
60 pereent of isial €&l 1eans plus unused 18an com-
miiments, had alse tightened standards and terms fer
Backup lines of credit for commereial B%;_Ef 1SSHEFS;
[aameulaﬂy {hese wiih A3/B3 ratings. Virtually all
R Banks elied H%lgﬂ%%ﬂ%ﬁ €QREeHAS ahout possible
deterioration in issters’ eredit guality and & higher

Chart'manEingrgapqigaprdhnonsfantimane fid avipbeatipnsations,

1991-2002

Mome. The data are four-quarter moving averages. The financing gap is the
difference between capital expenditures and internally generated funds.

Source. Federal Reserve Board, Statistical Release Z.1, “Flow of Funds
Accounts of the United States,” table L. 101 (www.federalreserve.gov/
releases/z1).

probability of lines being drawn because of less-
certain conditions in the commercial paper market as
reasons for tightening standards and terms. Concerns
about improper corporate accounting practices also
restrained supply: According to the August BLPS,
most banks had increased their scrutiny of fiimancial
statements and loan details in respense to the wave of
aceceunting scandals that permeated the first part of
the year.

Nonetheless, results from the October BLPS sug-
gested that reduced demand from creditworthy bor-
rowers was a much more important reason than
tighter supply conditions for the decline in C&I loans
last year. Most of the BLPS banks are included in
the 100 largest banks, for which C&I loans dropped
mere than 10 percent in 2002; in centrast, smaller
banks posted a positive growth rate, albelt belew that
of previeus years (see box en C&l lending).

Unlike C&I loans, growth in commercial real
estate (CRE) loans was solid in 2002, at 8.8 percent,

EharSappl$ gl ydancud wanditionditearS &drlG#ak ktans at
selected banks, large and medium-sized borrowers,

Mome. Net percentage is the percentage of banks reporting an increase in
demand, a tightening of standards, or an increase in spreads or premiums less,
in each case, the percentage reporting the opposite. The definition for firm
size suggested for, and generally used by, survey respondents is that large and
medium-sized firms have sales greater than $50 million.

Source. Federal Reserve Board, “Senior Loan Officer Opinion Survey cn
Bank Lending Practices.”



down modestly from the 10.9 percent growth of 2001.
The slowdown was due entirely to a sharp decelera-
tion in the expansion of construction and land devel-
opment lending, which was likely pulled down by
high rates of office vacancy and declining office
rents. The growth of nenfarm, fienresidential loans
and multifamily loans actually picked up in 2002. As
has been the pattern of the past several years, lending
grew faster at small banks than at larger banks: The
tep 100 banks expanded their esmmereial real estate
leans 2.2 pereent, less than half the 2001 grewih rate,
while grewih at ether banks was 16.1 pereent, only
a bit less than in the previsus year. Aceerding te the
Banks in the BLPS, which are mainly large onss,
slower ERE leﬁéiﬂg flows appeared 1o reffest BBEH
tighier 18{1%1% conditions and weaker demand: A
sHbstantial (afthough dsclining) fraction ef BLBS
f%éBBﬂﬂ‘éﬂE% feperied a Hehtening of 18{191{1 stan:
dards throughout 3683 (chart ). 4itoR,
Fespanses {8 the Aprl 36683 BLB lﬁﬂi&@&%@ i
terns f8F ERE 18aAs Rad Been Hgﬂi%ﬂ%ﬁ dHHng 2063,

ce a ﬂ enera ml
enera oc ono 1c
crea sea gé
r é
EI lt.u% elr erms or
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Loams to Households.

Record low mortgage rates supported the growth of
residential mortgage loans held by commercial banks,

6. Nathprréentayet pf sedacted fnded dbietiphiten et atbigtaeded st

for commercial real estate loans, 1993-2003:Q1
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Mome. Net percentage is the percentage of bamks thatt reported a tightening
of standards less the percentage that reported an easing.

source. Federal Reserve Board, “Senior Loan Officer Opifion Survey om
Bank Lending Practices.”

Source. Mortgage Bankers Association.

which jumped an extraordinary 20 percent in 2002.
Home equity loans expanded nearly 40 percent, and
other one- to four-family residential mortgages also
grew rapidly. This acceleration appeared to be due in
part to a lack of securitizations, as outstanding resi-
dential mortgages securitized by banks and for which
banks retained servicing rights or provided credit
enhancements declined slightly. The lack of growth
in these securitized residential loans may reflect a
reduction in the cost of funding loans on balance
sheet due to strong inflows of deposits (discussed
below).

The vigorous demand for residential mortgage
credit was due to both an increase in housing con-
struction and the desire of many homeowners to cash
out part of their accumulated equity in existing
hemes. The Mortgage Bankers Association's index
of refinancing activity was moderate for the first
BH' 6 2002 but surged in the second half, eoinci-
dent with the sharp decline in morigage rates, and
peaked at a level even higher than that registered in
the fall of 2001 (ehatt 7). Almost half the respon-
dents to the October BLPS indicated that between
20 percent and 40 percent of the customers who
refinanced their mortgages over the previous
six months engaged in cash-out refinancing; about

2. Securitized loans outstanding for which banks retain servicifigte:
rights or provide recourse or other credit enhancements have been
reported on bank Call Reports only since June 2001. Thus, 2002 is the
firstt year for which the annual growth ofithose loans is available. Such
securitized one- to four-family residential mortgage loans (excludes
home equity loans) stood at $712 billion at the end ofi 2002; the
amount compares with $937 billion held on balance sheet. For home
equity loans, the respective values were $21 billion for securitized
loans and $214 billlen for loans held on balance sheet. Banks do fiot
report securitized loans for which they neither retain servicing rights
fer provide eredit enhaneemenis.[endofnote.]



one-fiffth of banks reported that more than 40 percent
of their customers did so.

A main reported use of these funds was to pay
down other, more expensive household debt. Never-
theless, consumer loans held on banks’ balance sheets
grew an overall 6.5 percent in 2002—meore than
2 percentage points faster than in 2001. The booest
was due largely te a 7.3 percent expansion of con-
sumer installment leans that prebably reflested in
part streng aute sales last yeak: In eentrast te the brisk
advanee ef eensumer leans held en balanee shest,
seeuritized eensumer leans oA whieh banks retained
servieing Frighis ef previded eredit smhanssments
grew shiggishly last year, again Beﬂiﬁg@% Beeause of
a mere faverable sost §f direetly TuRaing CORSHMEF
leans on balanee shests

Although many banks have reported efforts to
expand their lending to households, banks have also
increased their scrutiny of credit cards and consumer
installment loans, amid high charge-off rates on these
loans (discussed below). According to the BLPS, the
percentage of banks reporting tighter lending sian-
dards for credit card and other consumer loans oscil=
lated between abeut 10 percent and 20 percent during
the year, altheugh the percentage of banks reperting

3. Banks securitize a considerable share of the consumer [oates they
originate. At the end of 2002, securitized consumer loans on which
banks retained servicing rights or provided credit enhancements stood
at $353 billion, compared with $649 billion held on balance sheet.
More than 90 percent of securitized consumer loans were credit card
receivables.[endofnote.]

BhartM¥et percqniage ofgzeleictedebantcs that tightetgdiened
standards on consumer loans other than credit card
loans, 11%9%—_2(0.3: Q

Mome. Net percentage is the percentage of banks reporting a tightening of
standards or terms less the percentage that reported an easing. Tightening or
easing of terms represents an increase or decrease respectively in spread of
loan yield over bank’s cost of funds.

source. Federal Reserve Board, “Senior Loan Officer Opifion Survey om
Bank Lending Practices.”

tighter terms declined in the first part of the year and
remained low thereafter (chart 8).

Other. Loars and [eases.

Other loans and leases edged slightly lower in 2002.
Because many leases, the largest component in this
category, are made to businesses, this weak perfor-
mance is probably due to some of the same factors
that depressed C&I loans over the past two years.
Also, banks’ interest in engaging in automobile leases
may have faded after reportedly lower-than-expected
profits In previous years frem such transactions. The
second largest eompenent of other leans and leases,
lending te ether depesitery institutiens, pesied streng
grevwih after a deeline in 2001.

Securities.

Banks’ holding of securities jumped more than
16 percent in 2002, the strongest advance in the past
ten years. The increase reflected a rapid expansion of
both trading accounts and investment accounts. As
a share of total assets, securities increased 1.3 per-
centage points, to 21.7 percent, at year-end (chart 9).

The rise is a continuation &f HMESHEHAFhitiateider'e share of the consum

2001.
The attractiveness of securities may have reflected
partly the steepness of the yield curve last year

4. Most investment account holdings are in the availabJeefer-sale
subcategony, which is marked to market, and increases in their
reported values due to declining interest rates accounted for about

2.2 percentage points of reported total securities growth in 2002.[endofnote.]

2hartBan kelwld ingll of geotiritiasr as e hanesof total tank bank
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Mome. Data are quarterly.



together with the short maturities of many bank lia-
bilities. Much of the increase in banks' securities
holdings was concentrated in mortgage-backed secu-
rities (MBS). The diversification of credit risk and
low regulatory risk weights associated with agency-
related MBS no doubt continued to serve as induce-
ments for banks te expand their holdings of
mortgage-related assets. As has been the ease for
several yeats, growth in MBS was stronger at small
banks than at large banks, with institutiens ranked
outside the tep 100 new helding abeut ene-guarier ef
all MBS. Overall, at year-end MBS asceunted for
almest half ef seeurities held in investment assoHnts
and almest 10 pereent of tetal asseis. Treasury and
ageney seeurities (exeluding ageney MBS) alse regis-
tered sireng growih last year.

Liabilities.

Core deposits expanded 7.6 percent in 2002, the
highest growth rate of the past ten years, save for the
10.6 percent advance in 2001. In a pattern that is
typical in periods of low market interest rates, the
growth was fueled entirely by savings accounts, as
the eppertunity cost of the liguidity they provide fell
further and a deelining and volatile steek market
generated a strong demand for liguid and safe assets.
A runeff ef small time depesits partly offset the
strong inflows te liguid depesits, but the sum ef small
time and savings depesits expanded briskly and
pushed the share ef this sategery te almest 50 per-
eent of tetal demestie liaBilities (ehart 10). The
sireng inflew ef eerg dé?@‘éit% gnabled banks,
gspecially large enes, 18 Neld dewn their relianee
80 more-expensive managed labilities: A 5.1 pet-

10.  S€lartetbdorSedtitdihbdniest it HahKstiesaaslharekefaheaishare

total domestic liabilities, 1996-2002

Mome. Data are quarterly.

cent contraction in transaction deposits resumed
the pattern of decline exhibited since the mid-1990s.
This downtrend appears to reflect the continued
spread of arrangements to shift business balances into
money market deposit accounts to decrease reserve
requirements.

Total managed liabilities increased about 5 per-
cent last year. Noticeably faster expansion among
banks outside the top 100 reflected their stronger
asset growth. The smallest banks, those ranked
below the top 1,000, continued to show rapid growth
in managed liabilities, although these instruments
accounted for a relatively small share of their total
labilities.

Capital.

Equity capital increased 7.9 percent in 2002, a little
faster than assets. Retained earnings, paid-in capital,
and unrealized gains on available-for-sale securities
all contributed to the rise in equity capital. While
total assets rose more than 7 percent for the year,
risk-weighted assets grew only about 4 percent. As in
2001, banks substituted securities and residential real
estate loans, which carry relatively lew risk weights,
for assets with high risk weights, sueh as C&I leans.

Tier L capital increased 5.6 percent for the year,
while tier 2 capital increased 2.3 percent. The lev-
erage ratio edged up 2 basis points, to 7.83 percent,
at the end of the fourth quarter. The ratio of tier 1
capital to risk-weighted assets increased slightly to
just under 10 percent. The ratio of tier 1 and tier 2
capital to risk-weighted assets rose to 12.83 percent
over the year (chart 11). The inecrease of 7 basis
peints was due almest entirely to banks outside the
tep 100, for whieh the ratie advaneed 29 basis peints;
&t larger banks the ratie inehed up only 2 basis peints.
The share of assets held by banks that were €6f-=
sidered well eapitalized for regulatery purpeses

5. Tier 1 and tier 2 capital are regulatory measures. Tier 1 capifadte:
consists primarily of common equity (excluding intangible assets such
as goodwill and excluding net unrealized gains on investment account
securities classified as available for sale) and certain perpetual pre-
ferred stock. Tier 2 capital consists primarily of subordinated debt,
preferred stock not included in tier 1 capital, and loan-loss reserves.
Total capital is tier 1 plus tier 2 capital. Risk-weighted assets are
calculated by multiplying the amount of assets and the credit-
equivalent amount of off-balance-sheet items (an estimate of the
potential credit exposure posed by the item) by the risk weight
for each category. The risk weights rise from 0 to 1 as the eredit
risk of the assets ificreases. The leverage ratio is the ratio of tier 1
capital to average tangible assets. Tangible assets are equal to total
assets less assets exeluded from common equity In the ealeulation ef
tief 1.[endofnote.]



Mome. For the definition of capital ratios, see text note 5.

remained near its very high level of the past several
years (chart 12).

Derivatives.

Derivatives are fimancial instruments whose value is
based on the prices of other instruments. Banks enter
into derivatives contracts both to satisfy customer
demand in their role as market makers and to manage
their own market and credit risks. Banks" use of such
contracts, as measured by the notional value of the
underlying assets invelved, grew 24 pereest in 2002,
to meore than $56 trillien. The market value of a
derivatives contract, hewever, is typieally mueh
smaller than iis netienal value. When aeting te meet
sustemer demand, banks usually limit their net expe-
sure By entering inte at least partially effssting eon-
traets with diffsrsnt seuﬁtergam@g-. These effsetting
iransaetiens aceeunt for the Bulk of Banks' astivities
in derivative markeis. At the end of 2002, the fair
market value of Banks' coniracie that had pesitive
market value was $1.17 trillien, while the fair market

6. Well-capitalized banks are those with a total capital ratio greafeote:

than 10 percent, a tier 1 ratio greater than 6 percent, a leverage ratio
greater than 5 percent, and a composite CAMELS rating of 1 or 2.
Each letter in the CAMELS stands for a key element of a bank’s
finamnidhl condition—Capitall adequacy, Asset quality, Management,
Earnings, Liquidity, and Sensitivity to market risks. The average
margin by which banks remained well capitalized was computed as
follows. Among the leverage, tier 1, and total capitalized ratios of
each well-capitalized bank, the institution’s tightest capital ratio is
defined as the one closest to the regulatory standard for being well
capitalized. The bank’s rargin is then defined as the percentage-point
difference between 1is tightest capital ratie and the correspending
regulatory standard. The average margin ameng all well-eapitalized
banks—the measuie referred te in chart 12—is the weighied average
efall the individual margins, with the weights being each bank’s share
of the tetal assets of well-capitalized Banks.[endofnote]

hart Yessetssandsreguilatouyacapitahpttavell-cepitakizied banksanks,
1991-2002
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Mome. For the definition of “well capitalized” and of the margin by which
banks remain well capitalized, see text note 6.

value of contracts with negative value was $1.14 tril-
lion. On net, the fair value was $27 billion, a level
down about $4 billion from 2001 but still well above
the level of any other recent year. The overwhelming
majority of derivatives contracts is held by large
institutions: The top ten banks by assets held in
excess of 97 percent of the value (either netional or
fair) of all contracts last year:

The most common type of derivatives contracts is
swaps, which are agreements to exchange the pay-
ment streams of two underlying assets (for example,
the interest payments of a fiixed-rate and of a variable-
rate bond); at the end of 2002, swaps accounted for
58 percent of the notional value of all derivatives,
Forwards (agreements to buy or sell the underlying
asset for a certain price at a certain date in the future)
and optlens (eontrasts giving the buyer the right 6
Buy or sell a spesified asset at a spesified priee en of
befere a eertain future date) asesunt for an additienal
41 pereent of tetal netisnal valde.

One of the fastest growing derivatives markets in
which banks are involved is that for credit deriva-
tives, although it constitutes only about 1 percent of
the total notional value. Credit derivatives transfer
the risk of default of certain assets from one party, the
beneficiary, to another, the guarantor; banks act both
as guarantors and beneficiaries. The market for credit
derivatives is even more concentrated than the mar-
ket for other derivatives, with five banks aceceunting
for 96 percent ef the netienal value euistanding. OnA
fiet, banks have been reeeivers of guarantees in eaeh

6]. Well-capitalized banks are those witl



year since 1997 (the first year for which data are
available), except for 2001. In 2002 banks were net
receivers of guarantees totaling about $59 billion.
According to a survey conducted by Fitch Ratings,
those net guarantees were likely provided largely by
the insurance and reinsurance sectof.

A series of special questions in the January 2003
BLPS elicited some information on how banks use
the most common of credit derivatives, credit default
swaps (CDS). Only thirteen domestic banks said that
they use CDS to hedge risk in their C&I loan port-
folio. Even among those banks that use CDS for this
purpose, the majority do so for less than 4 percent of
their total C&I loan commitments (outstanding loans
plus unused lines of credit). The most commonly
cited reason for buying credit protection is that
purehasing CDS is superior to selling leans outright
beecause the transactions preserve the bank’s relatien-
ship with the berrewer: Alse impertant was that CDS
6an provide protectien for leans fer whieh fie resale
8f sesufitization markets exist. A smaller frastion of
Banks use CDS te asquire eredit expesyre—that i,
they are net sellers of protection—and mest of these
Banks that de se repert that sueh expestre sguals 1ess
than 2 pereent of their ietal C&! 18an commitments:
The fwe mest imperant reasens given fer selling
eredit protection are ifs Hsk diversification Benefits
and {ts profitaility relative {8 1ending:

Almost all banks that use CDS, both as buyers and
sellers of protection, reported that their participation
in the CDS market did not affect their direct C&I
lending. A few banks, however, indicated that their
CDS market participation allowed them to increase
moderately their direet C&I lending. Among the
demestic banks that do net use CDS either te hedge
leans ef as standalene investments, mest feund the
expenses related to CDS eutweighed the benefits.
Other eften-eiied reasens fer aveiding CDS are their
risk, the semplications of managing them, and the
difficulty of finding them in the desired ameunts er
maturiies. Altheugh relatively few Banks astively
partieipate in the €DS§ market, a maierity of BLPS
fespendents reperied using €BS spreads (8 impHis
value 8 ceriain 16an assets oF {8 price Aew 19ans:

TRENDS N PROFITABILITY .

The profitability of the banking industry increased
markedly in 2002 as most income components

7. In a credit default swap, the guarantor agrees, for an upfront or
continuing premium or fee, to compemsate the beneficiary by a speci-
fied amount upon the occurrence ofi a specified event, such as the
default ofithe referenced obligor[endofnote.]

improved. A steep yield curve fostered a noticeable
rise in net interest income as a share of assets. Non-
interest income grew at about the pace of recent
years, but non-interest expense declined significantly
as a share of assets, largely because of a change in
accounting rules regarding goodwill rather than an
active move on the part of banks to reduce costs.
Falling interest rates allowed banks to beek seme-
what greater realized gains en seeurities in 2002 than
in 2001. Lean-less provisiening, while eonsiderable,
held steady as a share of assets as eredit guality
stabilized during 2002.

This confluence of positive developments caused
banks' return on assets to rise 16 basis points, to
1.33 percent, the highest level in three decades, while
the return on equity advanced 1.1 percentage points,
to 14.5 percent. Consistent with robust aggregate
earnings, relatively few banks were unprofitable:
The proportion of banks with negative net income
deelined 1.7 percentage points, to 6.5 pereent, and
aceounted for enly 1.6 pereent of industry assets.

A 22 percent surge in banks’ dividend pay-
ments, made primarily to parent holding compa-
nies, reflected the strong earnings. Relative to after-
tax income, dividends in 2002 were at their highest
level in more than a decade. Alse, rapid growth of
retained income beested equity capital. The high
levels of prefitability led bank helding company
stocks (chart 13) to eutperform the S&P 500 during
2002. Within that tetal, theugh, eeneeras abeut the
expesure of the largest helding esmpanies 6 seme 6f
the majer eerperaie bBankrupteies during the year
restrained the grewin of steek priees at the tep fifty
Banking Srganizati8hs: These concerns were most

13. Iehaxeddf bandesexchipracds stodklpr §&sPan@the S&P 500,
2000-M

ch 2003

[note: 7). In a credit default sw

Mome. Banks are ranked by market value, and stock prices are weighted by
market value.
Source. Standard and Poor's and Ainsricear: Banker.



evident last summer, when the association of a few
very large banks with major corporate accounting
scandals began to surface and to receive intense
publicity.

Intevestt Incomez and Expense.

Banks' interest expense and interest income both
moved down with the general level of interest rates
last year. On balance, banks benefited as interest
expense tumbled 37 percent, while interest income
declined only 13 percent. Thus, the industry’s net
interest margin—the ratio of net interest income to
average interest-earning assets—inereased in 2002
for the second consecutive year, rising 9 basis peints,
6 4.04 percent (chart 14). Mueh of the imprevement
eesurred early in the year, when the yield surve was
steepest. As the yield eurve flattened during the year,
the net interest margin narrewed.

The rise in the net interest margin was greatest
at the 100 largest banks. Funding at these banks is
dependent particularly on managed liabilities, and
therefore this group benefited most from the substitu-
tion of these liabilities for less-expensive core depos-
its, discussed earlier. The net interest margin was also
supported at these banks by a shift toward higher-
yielding loans. The share of interest-earning assets
that consists of consumer loans moved up frem
10.0 percent te 10.5 percent, while the business lean
share, whieh earned a rate of return 4.3 pereentage
points less than that ef eensumer leans last year,
deereased from 17 persent to 14.5 pereent.

The smallest banks, those outside the 1,000 largest,
were also able to raise their net interest margin,
despite benefiting least from the inflow of low-cost
core deposits. Their success was due largely to their
ability to limit the decline in the rate of return on
their loans, especially real estate loans, which made
up about 45 pergent of their interest-earning assets.
Small banks were also relatively successful at limit-
ing the decline in the rate of return on their non-
credit-card consumer loans.

The net interest margin at banks among the 1,000
largest but outside the top 100 declined last year.

8. The net interest margin rose particularly at the ten largest banksote:

boosted in part by the consolidation of Citigroup subsidiaries noted
above. Even after adjusting for this consolidation, howewer, the net
interest margin still rose noticeably at these largest banks. As noted
above, the Citigroup consolidation had little effect on the performance
of the 100 largest banks.[endofnote.]

9. Data limitations prevent a disaggregation of earnings betwegmte:

residential and commercial real estate loans. Commetcial mortgages
account for 49 percent of all real estate loans at small banks, com-
pared with 42 percent for all other banks.[endofnote.]

14.  Net interest margins, by siz€bdrbank, 1985-2002 14.

Mome. Net interest margin is net interest income divided by average
interest-earning assets. For definition of bank size, see the text note.

Although these banks gained somewhat from the
inflow of lower-cost core deposits, they also experi-
enced the largest decline in rates of return on their
assets, a drop that reflected mainly a significant fall in
the share of interest-earning assets consisting of rela-
tively high-return consumer loans.

Now-interest: Tncome and Expense.

Non-interest income grew 5.3 percent in 2002,
around the pace of the previous two years. The
increase was due in large part to deposit fees, which
expanded at a double-digit rate for the third consecu-
tive year. Banks also enjoyed increased gains from

Net interest ma

the sale of loans, which, though small, ngar}y. doubled; margin rose particut

as a share of total revenue. On their quarterly earn-
ings statements, banks reported a rise in fees asso-
ciated with mortgage refinancing, which evidently
contributed to the 6.6 percent growth in other

non-interest income. Fiduciary inconté,Cititifiiilyns prevent a disaggre

fees received for services rendered by banks' trust
divisions, declined for the second consecutive year.



Non-interest income was also restrained by a 15 per-
cent drop in trading income.

The ratio of total non-interest expense to total
revenue, already low by historical standards, dropped
further in 2002, to about 57 percent (chart 15). Most
of the decline was due to a change in the accotint-
ing rules that eliminated the requirement to amortize
goodwill unless it is impaired (see box on “Good-
will”). A reduction In merger-felated charges may
alse have been a faster behind the drep in nen-=
interest expense i 2002: Measured by number and
dellar velume, bank mergers were lewer iR 2002
than in any ef the preeceding five years. The desline
in nen-interest expense eeeurred last year despite a
jﬁ_i’ﬁg in the feurth guarier, atiribuiable malaly te
Citibank and J.P. Mergan Chage. The sheden rise
likely reflected large legal fees and ether casts 4ss66i-
aied with their reles in the Enren debacle and analyst
Malfeasanee:

Salaries and benefits inched up relative to revenue
in 2002. The increase was entirely at banks outside
the top 100, where salaries and benefits have been
steadily rising relative to total revenue since 1996. At
the top 100 banks, the ratio of salaries and benefits to

Change A ihe %g(feé)ﬁmmg Stapdards
Regarting oodwil

According to the Financial Accoumting Standards Board
(FASB), goodwill is an intangible asset that generally
arises as the result of a corporate merger when the
purchase price of a firm exceeds the difference between
the fair value of the assets acquired and the liabilities
assumed. As the banking system has consolidated over
the past decade, the amount of goodwill in the banking
system has expanded rapidly, with an average annual
growth rate of 32 percent (over the same period, assets
expanded at an average annual rate of 6.8 percent). In
2002, goodwill was about $80 billion, or about 1.2 per-
cent of total assets.

In previous years, FASB considered goodwill to be a
“wasting asset’ that would gradually dissipate and hence
required that it be amortized over its useful life, up to a
maximum of forty years. The expense associated with
amortizing goodwill was reported on banks® balance
sheets as part of non-interest expense. Accoiding to its
Statement of Financial Accounting Standards No. 142,
hewever, FASB new eensiders geedwill to generally
represent the intangible “synergies™ of the eembined
institution. As sueh, geedwill may have an indefinite life,
56 FASB ne lenger requires that it Be amertized unless i
becemes impaired. Geedwill may become impaited when

15. Non-int@rest expénscNsraiptepexttipefisessmaiproportion of rede#lANEE HEEUFS iR @ 68MPARY'S finansial Gcumstansss

1985-2002

oipehahbardn usiirhiomsaanshepenenssd ends

stieh hat the ameunt oF gasdwill earried by the company
exceeds the eurrent implied fair value of geedwill. The
Rew reatment of gegdvwill Became effective far Banks in
their first fiseal vear aceurring after Pecember #5: 3001,
and coniribuied signifieantly 8 ihe one:time sharp
decling in ReR-Interest expense Feperted in 32 (endofbox.

—

1. For mergers initiated before July 1, 2001, the FASB also allowed
the use of a pooling-of-interest method of accounting. In a pooling of
interests, the assets, liabilities, and retained earnings of each company are
carried forward at their historical carrying amounts to the combined
entity. In contrast to the purchase method, no goodwill is recorded in a
pooling of interests. Operating results of both companies are combined
for all periods before the consummation date, and previously issued
financiall statements are restated as though the companies had always been
combined.[endofnote.]

total revenue continued to trend down last year, albeit
more slowly than during the late 1990s. The cost of
premises and fixed assets relative to total revenue
edged lower.

Loam Perffovmancee and Loss Provisiomiing:

Credit quality generally stabilized during 2002.
Despite some adverse developments, delinquency
rates on most types of household and business
loans declined, while others remained steady. On the
corporate side, bankruptcies of several large firms,
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Mome. The debt burden for nonfinancial corporations is calculated as
interest payments as a percentage of cash flow. The debt burden for house-
holds is an estimate of the ratio of debt payments to disposable personal
income; debt payments consist of the estimated required payments on
outstanding mortgage and consumer debt. Data are quarterly.

Source. National income and product accounts and the Federal Reserve
System.

including WorldCom, continued to pressure delin-
quency and charge-off rates, especially at large banks.
Extreme financial stress was also a problem for a
segment of the household sector, as the personal
bankruptey rate ran at record levels last year. Work-
ing strongly to counter the impact of these problems,
heweves, were the declines in interest rates, which
allowed for a material reduction in the debt burden
of businesses and a leveling off for heusehelds
(ehart 16). Even se, debt burdens remain elevated in
Beth sesters.

Cé&I Laanss

The delinquency rate on C&I loans rose during the
first two quarters of 2002, but it held steady through
year-end at a relatively elevated 3.9 percent, despite
continued runoffs in outstanding loans (chart 17).
This pattern reflects primarily developments at the
100 largest banks; at other banks, the delinguency
rate has been abeut unchanged sinee the secend half
of 2001 and is belew that of the tep 100 banks. The
higher delingueney fate at large banks is consistent
with the inereased difficulties at large firms reeently,
whieh are reflested in the rise in bankrupteies fel-
lewing eerperaie gevernanee seandals. Repertedly,
the use ef eredit default swaps By seme large Banks
mitigated the effssts of seme of the larger 1ean
defatlte on their eredit quality:

While delinquency rates are far below the peaks of
the early 1990s, recent charge-off rates have exceeded
their earlier highs. According to responses to the

Mome. The data are quarterly and seasonally adjusted. Dellinguent loans are
loans that are not accruing interest and those that are accruing interest but are
more than thirty days past due. The delinquency rate is the end-of-period
level of delinquent loans divided by the end-of-period level of outstanding
loans. The net charge-off rate is the annualized amount of charge-offs over
the period, net of recoveries, divided by the average level of outstanding
loans over the period.

April 2003 BLPS, C&I charge-off rates have been
high in part because they have been associated with a
relatively narrow group of delinquent loans on which
recovery rates have been low. In addition, banks have
charged off C&I loans aggressively, facilitated by the
growth of a liquid secondary market for distressed
leans. This market provides bariks with a way to clear
thelr balanee sheets of underperforming leans. When
leans are seld, they must first be classified as an
“available-fer-sale” asset and marked to market, with
any shertfalls ef market frem Beek value eharged eff.

Commercial Real Estate [Losns

Vacancy rates for commercial office buildings con-
tinued to increase during 2002 and approached the
levels of the early 1990s, and office rents fell faster
than at any point during the previous fifteen years.
Despite these signs of deterioration in commercial



real estate markets, delinquency rates on commercial
real estate loans were low and declining in 2002.
Charge-off rates have also remained low.

According to the April 2003 BLPS, the improved
quality of these loans reflects mainly declines in the
burden of servicing them due to lower interest rates.
In addition, banks reported that some borrowers have
a substantial equity pesition in their properties, an
additienal incentive to keep leans curfent. Alse,
banks have been reperting en BLPS surveys sinee
1998 that they have been tightening standards en
eemmereial real estate 1eans; and in the January 2002
and April 2003 surveys, they reperied tightening
lending terms in beth 2001 and 2002. The mest
eemmen methed ef tightening terms was i rediee
maximum 1ean-te-value raties:

Loans to Housshwolliks

The credit quality of loans to households also gen-
erally improved last year as the household interest
rate burden was held down by falling interest rates.
Also, a decline in the delinquency rate on residen-

18.  DebartjuéncyDrlithghargs ofifdatesrfoe: ddémates for loans
2

Mome. See note to chart 17.

tial real estate loans during 2002 (chart 18) partly
reflected the rapid expansion of these loans, as new
loans are much less likely to become delinquent than
older loans. Charge-off rates likely were held down
by the rapid rise in housing prices over the past
several years, which has served to reduce the likeli-
hood of a less to banks when loans are foreclosed.

Delinquency rates on credit card loans, which aver-
aged 4.87 percent in 2002, were little changed from
the elevated level of a year earlier. By contrast,
delinquency rates on consumer installment loans
declined, reaching the lowest level since 1995. The
high charge-off rates on beth credit cards and con-
sumer installment loans last year were perhaps partly
a reflection of a jump in personal bankrupicies.

Securitized Laoanss

Delinquency rates on loans that had been securitized
by banks and on which they retained servicing rights
or provided credit enhancements, almost all of which
are loans to households, also suggest a stabilization
of credit quality: A year-end comparison shows that
rates slipped from 4.9 percent in 2001 to 4.8 percent
in 2002. For sectiritized residential real estate loans
(both single-family mortgages and heme eguity
leans), delingueney rates tieked up 9 basis peints, t6
5.0 pereent, at the end ef 2002. The rate en these
seeuritized leans is mere than twiee the delingueney
fate en 1eans that are hield en Banks® Beeks, pessibly
Beeatise a greaier Bf@?_@ﬁl@ﬂ of the seeuritized 16ans
are subprime. Like delinqueneies 8n eredit sard 19ans
Reld en banks*® Besks, the delinguency Fate en seeHr:-
tized credit card reeeivables was felatively flat duf-
lﬁ% 2003 and averaged about 5 pereent: Belingten
Fafes on secuHtized aute 16ans and seme other small
liems geclined:

Loss Prowisioming

Loan charge-offs rose again last year, but the pace of
the increase slowed markedly. Accordingly, after two
years of growth at rates above 40 percent, loan-loss
provisioning increased only 4.3 percent in 2002, As a
share of loans and leases, loss provisioning edged up
2 basis points in 2002, te 1.16 percent, the highest
level sinee 1992. However, banks’ ability te abserb
these lesses improved slightly as the ratie of less
provisioning te tetal revenue meved dewn a teueh, i6
11.3 pereent (ehart 19).

The growth in loss provisioning occurred entirely
at large banks, where charge-offs have been par-



Chart B vidomiigdioinlpdnraivddease leaseslassas as a
percentage of total revenue, 1991-2002
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ticularly high, consistent with the surge in large
corporate bankruptcies. Loss provisioning decreased
11 percent at banks outside the 100 largest banks,
where charge-offs have also diminished.

Additions to loan-loss reserves continued to bol-
ster the ratio ofi loan-loss reserves both to total loans
and leases and to delinquent loans (chart 20). How-

ever, as charge-offs grew faster than reserves, particu-
larly at large banks, the ratio of loan-loss reserves to
charge-offs again declined in 2002, moving down to
175 percent, the lowest level since 1991,

INTERNATVONALL OPERATIONS OF
US. COMMERCIAL BANKS.

With world economic growth remaining sluggish,
banks curbed their foreign operations in 2002, and
the share of bank assets booked in foreign offices
fell for the fifth consecutive year, to 10.8 percent.
The curtailment of operations abroad was particu-
larly notable in Latin America, where U.S. banking
activity declined 24 percent in 2002 (table 2). Argen-
tina remained unstable following the crisis of late
2001, and apprehension regarding the future fliman-
cial situation in Brazil was considerable. By con-
trast, lending in Eastern Europe, especially Russia,
expanded by 36 percent, albeit from a small base.
Exposure to Asia remained steady.

With the decline in exposure to foreign markets,
the share of net income due to foreign operations fell
to 6.5 percent, the lowest proportion during the past

- 20. Reserve@rfm lo2an. an&deasee]mﬁmsl,oh%%eﬂﬂ)éh%e losses, 1985d§89§e Also contributing to the decline in earnings

Mome. For definitions of delinquencies and net charge-offs, see note to
chart 17.

from international operatlons was the second con-
secutive yearly deerease in the return on foreign
assets. Likely in response to continued credit prob-
lems in Argentina, loss provisioning for foreign leans
inereased significantly. Sueh less provisioning as a
ratie of fereign leans jumped te the highest level
sinee 1980 and surpassed that asseeiaied with the
Russian default ef 1998.

RECENT DHEVELOPMENTS.

Bank profitability continued to be strong in the first
quarter of 2003 as many trends of the previous year
remained in place. On a seasonally adjusted basis,
returns on equity and assets were at their averages
for 2002, Robust mortgage refinancing and increased
trading revenue provided suppert to non-interest
ineome, while non-interest expense continued to
deeline as a share of assets. Altheugh net interest
ineeme slipped, banks eentinued to beek ecapital
gains, and previsioning was neticeably belew the
average fer last year en impreving sredit guality in
beth heuseheld and business sesters. Bank helding
cempany steek priees meved reughly in line with the
Wilshire 5000, ending the first quarter at abeut the
same level as at the end of 2002.



Tabldi&posixe adlbardfs Hanksl¢otsdl ectedoacmsont ipsaatcyeh ralati ve leditiertd wapitatapitabably sizek K928-2008-2002

Percent
Eastern . .
Selected Eastern Europe Latin Armetites
Bank and year Asian - A Total
countriest | anl [FURRS, RUSS ‘ Mexico ‘ Argentina ‘ Brazl

AW:
1998 15.49 3.49 43 42.93 9.88 9.66 11.27 61.90
1999 14.37 2.85 All: 37 39.00 9.50 9.40 10.49 56.22 1999
2000 13.17 4.35 All: 49 37.88 9.08 841 11.15 55.40 2000
2001 12.09 4.29 All: .60 54.06 25.97 6.61 12.99 70.44 2001
2002 11.44 5.53 All1.06 38.90 20.80 2.44 8.36 55.87 2002

Maneyy center and other large bamks:

1998 24.02 5.61 68 64.20 14.10 15.19 17.04 93.83

1999 20.73 4.25 55 53.90 12.62 13.680ney  14.53 cenf8.88

2000 19.98 6.83 17 54.98 12.69 12.68neycentdiduddotherlarg@iaiis: 2000

2001 17.88 6.47 91 79.08 38.54 9.Wneycentdi@dotherlard€iasRs: 2001

2002 16.96 8.17 163 57.32 31.14 3.55neycentdr2ui3@otherlarg@adks: 2002

Other:

1998 2.08 .16 00 9.51 3.24 97 .00 1175

1999 175 08 01 941 331 1.Qkher: 2.47 11.24

2000 141 08 .00 8.35 2.84 1.0dher: 20002.08 9.84

2001 107 14 .00 6.45 2.04 Bther: 20012.05 7.66

2002 1.03 65 .00 5.00 1.86 Ozher: 2002 .96 6.68
Mo
Total exposure (billions of diellkns))
1998 37.87 8.53 105 104.96 24.15 23.62 27.55 151.36
1999 37.45 7.43 MENS: 43 eXA0BTIre 24f5llions  27.3f He616E):1999
2000 37.30 12.33 MEMO: To81 eRpodlire 23#8Rions  31.59 i68:94):2000
2001 36.32 12.88 MEMO: 62489 eXpd3re 19t8#ions  39.04f 21d1188):2001
2002 36.32 17.55 MB\W3: mRB3 egpabhire TbiBions  26.55 3Nats):2002

NOTE. For definition of tier 1 capital, see text note 5. Exposures consist of
lending and derivatives exposures for cross-border and local-office operations.
Respondents may file information on one bank or on the bank holding com-
pany as a whole.

At year-end 2002, “all reporting™ banks consisted of 74 institutions with a
total of $318 billion in tier 1 capital; of these institutions, 10 were “large™ banks

(5 money center banks and 5 other large banks) with $206 billion in tier 1
capital, and the remaining 64 were “other” banks with $112 billion in tier 1
capital. The average “other” bank at year-end 2002 had $24 billion in assets.
1. Indonesia, Korea, Malaysia, Philippines, and Thailand.
SOURCE. Federal Financial Institutions Examination Council Statistical
Release E.16, “Counity Exposure Survey,” available at www.ffiec.gov/E16.htm/

Appendiic tables start on page 260.

and



Balance sheet items as a percentage of average net consolidated assets.

TFallle Adrtfobiertéotippeatpnsititere $htertest, paidsirarunio cod exapensepatise]. Al bdrkshd 9] —-2003-2002

A. All banks
Ttem 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002
Interest-earning assets 89.06 87.11 86.97 87.38 87.15 86.77 87.05 87.17 86.53 86.46
Loans and leases, net 56.25 56.07 58.37 59.89 58.69 58.33 59.36 60.52 58.99 57.87
Commercial and industrial 14.88 14.51 15.20 15.60 15.78 16.37 17.07 17.17 16.09 14.08
U.S. aiidiressses 12.72 12.35 12.87 13.07 13.18 13.62 14.43 14.67 13.70 12.05
Foreign addressees 2.16 2.16 2.33 2.53 2.60 2.75 2.64 2.49 2.39 2.04
Consumer 11.00 11.43 12.08 1221 11.44 10.36 9.71 9.38 9.23 9.35
Credit card 3.88 421 4.69 4.87 4.55 3.96 3.51 3.52 3.63 3.78
Installment and other 7.11 7.22 7.39 7.34 6.89 6.39 6.20 5.87 5.61 5.57
Real estate 24.80 24.43 25.01 25.06 25.02 24.87 25.44 27.04 27.10 28.39
In domestic offices 24.18 23.80 24.36 24.43 24.41 24.30 24.87 26.50 26.60 27.91
Construction and land development 1.99 1.65 1.59 1.63 1.73 1.86 2.18 2.51 2.85 2.98
Farmland 57 .56 .56 .56 .55 .55 .56 .56 .55 .56
One- to four-family residential 13.49 13.74 14.42 14.43 14.42 14.26 14.10 14.96 14.67 15.40
Home equity 2.07 191 1.88 1.85 1.94 1.89 1.76 1.96 2.18 2.79
Other 11.42 11.84 12.54 12.57 12.48 12.37 12.34 13.00 12.49 12.61
Multifamily residential 79 79 81 .85 .83 82 .88 99 97 1.02
Nonfarm nonresidential 7.33 7.07 6.97 6.96 6.88 6.81 7.15 7.48 7.56 7.95
In foreign offices 62 63 .65 63 .61 57 57 54 .50 48
To depository institutions and acceptances
of other banks 1.13 147 1.92 2.33 1.93 191 1.97 1.87 1.83 1.87
Foreign governments 67 41 .30 .26 .18 15 .16 12 .10 .09
Agricultural production 99 1.00 .96 92 .90 .89 .83 .78 .75 .70
Other loans 3.50 3.29 311 3.32 2.80 2.78 2.75 2.58 2.34 2.06
Lease-financing receivables 99 1.03 119 1.51 1.87 2.14 2.53 2.65 2.62 2.47
LESS: Unearned income on loans -21 -16 -14 =12 -09 -.07 -06 -05 -.04 -05
LESS: Loss reserves! -1.51 -1.36 -1.26 -1.21 -1.13 -1.07 -1.04 -1.02 -1.04 -1.11
Securities 25.37 24.32 21.94 21.01 20.41 20.38 20.40 20.02 19.54 21.27
Investment account 22.50 21.60 19.39 18.20 17.25 17.49 18.34 17.59 16.82 18.30
Debt 22.50 21.21 18.98 17.75 16.75 16.94 17.73 16.93 16.49 17.99
U.S. Treasury na. 6.71 5.25 4.20 3.38 271 2.14 1.66 .85 79
U.S. government agency and
corporation obligations na. 10.26 9.81 9.75 9.74 10.28 10.85 10.31 10.08 11.46
Government-backed mortgage pools na. 4.70 4.47 4.80 4.94 5.17 5.24 4.75 5.13 6.09
Collateralized mortgage obligations na. 3.19 2.67 2.11 1.94 2.13 2.15 1.92 1.95 2.35
Other na. 2.36 2.68 2.83 2.86 2.99 3.46 3.63 2.99 3.02
State and local government na. 2.01 1.80 1.68 1.59 1.57 1.62 1.52 1.49 1.49
Private mortgage-backed securities na. .64 62 61 .50 .67 .88 .95 1.08 1.25
Other na. 1.56 1.49 1.51 1.54 171 2.24 2.48 2.98 3.01
Equity? na. 39 41 45 .50 .55 .61 .66 34 31
Trading account 2.87 2.71 2.55 2.81 3.16 2.90 2.06 2.43 2.72 2.97
Gross federal funds sold and reverse RPs 4.27 3.82 3.93 3.82 5.18 537 4.61 4.12 5.11 4.81
Interest-bearing balances at depositories 318 2.90 2.73 2.66 2.86 2.69 2.68 2.52 2.90 2.52
Non-interest-earning assets 10.94 12.89 13.03 12.62 12.85 13.23 12.95 12.83 13.47 13.54
Revaluation gains held in trading accounts? na. 2.95 2.90 2.25 2.59 2.95 2.57 2.29 2.37 242
Other 10.94 9.94 10.12 10.38 10.26 10.28 10.38 10.54 11.10 11.12
Liabilities 92.15 92.12 91.99 91.73 91.57 91.51 9151 91.58 91.24 90.85
Interest-bearing liabilities 73.92 71.86 71.86 71.62 71.36 71.32 72.51 73.30 72.46 71.22
Deposits 60.26 57.34 56.31 55.87 55.01 54.66 54.79 54.67 54.60 53.90
In foreign offices 832 9.39 10.28 10.01 10.02 10.15 10.46 10.92 10.18 8.92
In domestic offices 51.94 47.96 46.03 45.86 44.99 4451 44.33 43.75 44.43 44.98
Other checkable deposits 8.24 7.80 6.63 4.75 3.62 311 2.81 2.46 2.36 2.39
Savings (including MMDASs) 20.91 19.60 17.48 18.71 19.12 19.91 21.00 20.64 22.29 24.93
Small-denomination time deposits 16.98 15.33 16.15 15.97 15.17 14.15 13.10 12.49 11.59 10.13
Large-denomination time deposits 5.81 523 577 6.42 7.08 7.33 7.42 8.16 8.19 7.52
Gross federal funds purchased and RPs 747 7.60 771 7.18 8.13 7.99 7.97 7.83 7.95 7.77
Other 6.19 6.92 7.85 8.56 8.21 8.68 9.75 10.79 9.90 9.54
Non-interest-bearimg liabilities 18.23 20.26 20.13 20.11 20.21 20.18 19.00 18.28 18.78 19.63
Demand deposits in domestic offices 13.86 13.49 12.68 12.82 12.16 11.00 9.78 8.62 8.00 7.66
Revaluation losses held in trading acoounts’ na. 2.69 2.88 2.14 2.64 2.97 2.52 2.29 2.21 2.09
Other 4.37 4.55 4.57 5.14 5.42 6.21 6.70 737 8.58 9.88
Capital account 7.85 7.88 8.01 8.27 8.43 8.49 8.49 8.42 8.76 9.15
MEMO:
Commercial real estate loans 10.63 9.94 9.83 9.92 9.99 10.12 10.87 11.58 12.08 12.56
Other real estate owned BEMO: .36 .19 .14 .11  Other.08al estate.06 .05 .05 .06 owned
Managed liabilities 28.B8EMO:29.61 32.08 32.73 Mo9aged Batlhities 36.58 38.82 37.41 35.05
Average net consolidated assets MEMO: Average net consolidated assets
(billions of dollars) 3,566 3,863 4,148 4,376 4,733 5,144 5,439 5,905 6,333 6,633
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A.1.—Continued Table A.1.—Continu
A. All banks
Ttem 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002
Ratsss eanned]
Interest-earning assets 7.61 7.61 8.33 8.14 8.15 7.99 7.70 8.23 7.37 6.09
Taxable equivalent 771 7.70 8.40 8.22 822 8.06 7.76 RaE 7.45 6.18
Loans and leases, gross 8.69 8.62 9.25 9.00 9.01 8.84 848 Rat&01 8.17 6.92
Net of loss provisions 8.08 8.32 8.93 8.56 8.50 8.30 7.97 833 7.16 5.88
Securities 6.12 5.97 6.51 6.46 6.54 6.45 6.27  Rat6sd8rned:Se60%ties  4.99
Taxable equivalent 6.36 6.20 6.73 6.66 6.73 6.63 6.46 6.65 6.27 5.15
Investment account 6.11 5.80 6.35 6.39 6.50 6.38 6.25 s 6.06 5.05
U.S. Treasury securities and U.S.
government agency obligations
(excluding MBS) n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. 5.76 4.43
Mortgage-backed securities na n.a n.a na na n.a n.a n.a. 6.47 5.45
Other n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 5.59 4.74
Trading account 6.16 7.41 7.73 6.86 6.75 6.85 6.47 Fa6s 6.34 4.59
Gross federal funds sold and reverse RPs 3.04 4.26 5.63 521 5.45 5.29 478  Rat&56 3.87 1.93
Interest-bearing balances at depositories 6.61 571 6.84 6.20 6.23 6.32 595 Raté48 4.01 2.79
. 4.01 4.01 4.99 4.82 4.92 4.88 4.47 517 4.16 2.55
Ratesspyait
Interest-bearing liabilities
Interest-bearing deposits 3.65 353 4.47 4.34 4.39 431 3.87 Ratdsd5 3.62 2.12
In foreign offices 6.82 5.59 6.12 5.54 544 5.66 491 Rath 3.95 2.38
In domestic offices 3.14 3.14 4.11 4.07 4.16 4.01 3.63 Rafs 3.55 2.07
Other checkable deposits 1.99 1.85 2.06 2.04 2.25 2.29 2.08 2.34 1.96 1.06
Savings (including MMDAS) 2.50 2.58 3.19 3.00 2.93 2.79 2.49 2.86 2.19 113
Large time deposits* 4.00 4.09 5.47 5.39 5.45 5.22 4.92 5.78 5.05 3.38
Other time deposits 4.19 417 5.44 5.40 5.54 5.48 5.09 5.69 5.44 3.74
Gross federal funds purchased and RPs 3.07 4.18 5.65 5.12 517 5.19 473 Rat&77 3.84 1.88
Other interest-bearing liabilities 8.(|)%=m 7.25 747 6.93 6.94 6.89 648  Raté&97 5.93 4.32
1995 1996 1997 2000998 2001999
Gross interest income 6.86 6.65 7.29 7.16 7.15 6.98 6.73 7.19 6.40 5.29
Taxable equivalent 6.94 6.73 7.35 721 7.20 7.03 6.78 7.23 6.44 5.33
Loans 5.00 491 5.48 5.47 5.40 5.27 5.12 5.54 4.93 4.08
Securities 1.37 1.25 1.23 1.16 111 110 1.14 1.15 1.00 90
Gross federal funds sold and reverse RPs 13 17 23 21 29 29 .23 23 .20 .09
Other .36 33 .35 32 .35 32 24 27 24 18
Gross interest expense 2.96 2.87 3.57 3.43 3.48 3.46 3.22 3.76 2.98 180
Deposits 2.23 2.05 2.54 2.46 248 2.43 2.20 2.56 2.09 124
Gross federal funds purchased and RPs 24 32 A4 38 A3 43 39 A5 31 15
Other .50 .50 .58 59 .56 59 .63 75 .58 41
Net interest income 3.90 3.78 3.72 3.73 3.67 3.52 3.52 3.43 3.42 3.50
Taxable equivalent 3.98 3.86 3.79 3.78 3.72 3.57 3.57 3.47 3.46 3.54
Loss provisioning® A7 28 30 37 41 41 39 50 .68 .68
Non-interest income 2.13 2.00 2.02 2.18 2.23 2.40 2.65 2.58 2.51 2.53
Service charges on deposits 42 40 39 39 39 .38 40 40 42 A5
Fiduciary activities 31 31 31 33 .35 37 .38 .38 .35 33
Trading revenue .26 .16 15 17 17 15 .19 21 20 .16
Interest rate exposures na. na. na. .09 .08 .05 07 .08 .10 .08
Foreign exchange rate exposures na. na. na. .06 .08 .09 .09 .09 07 07
Other commodity and equity exposures n.a. n.a. n.a. .02 ® .01 .03 .04 .03 .01
Other 114 1.13 117 1.29 132 149 1.69 1.59 1.55 159
Non-interest expense 3.94 3.75 3.64 371 3.61 3.77 3.76 3.65 3.56 3.46
Salaries, wages, and employee benefits 1.64 1.58 1.54 1.55 1.53 1.55 1.58 1.51 1.49 1.52
Occupancy 52 49 48 48 A7 47 48 45 44 44
Other 178 1.68 1.62 1.69 162 175 1.70 1.69 1.63 1.50
Net non-interest expense 181 175 162 1.53 138 137 111 107 1.04 93
Gains on investment account securities .09 .01 .01 .03 .04 .06 ® -.04 .07 .10
Income before taxes and extraordinary items 170 1.73 1.81 1.85 192 1.80 2.02 1.81 1.77 1.98
Taxes .56 .58 63 .65 .68 .62 72 63 59 .65
Extraordinary items, net of income taxes .06 % % ® % .01 % % -01 ®
Net income 120 115 1.18 1.20 125 119 131 1.18 1.17 133
Cash dividends declared .62 .73 .75 .90 .90 .80 .96 .89 .87 101
Retained income .58 42 43 30 .35 39 .35 29 30 31
MEMO: Return on equity 15.32 14.63 14.69 14.53 14.84 14.06 15.40 13.96 13.39 14.51

* In absolute value, less than 0.005 percent.
n.a. Not available.
1. Includes allocated transfer risk reserves.

MMDA Money market deposit account.

RP Repurchase agreement.

CD Certificate of deposit.

2. As in the Call Report, equity securities are combined with “other debt securities” before 1989.

3. Before 1994, the netted value of: off-balance-sheet items appeared in “trading account securities”
if a gain and “other non-interest-bearing liabilities™ if a loss.

4. When possible, based on the average of quarterly balance sheet data reported on schedule RC-K of the quarterly Call Reports.

5. Before 1997, large time open accounts included in other time deposits.
6. Includes provisions for allocated transfer risk.

earned:

paid:

earr

€
e
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B. Ten largest banks by assets

Item 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002
Interest-earning assets 84.90 77.26 77.12 80.12 81.84 81.25 81.49 82.23 81.74 81.68
Loans and leases, net 55.57 49.91 50.05 53.51 50.91 50.76 53.37 55.22 53.86 53.60
Commercial and industrial 18.65 16.43 16.16 17.17 16.90 18.07 19.20 19.87 18.82 16.16
Us. 10.75 9.16 8.66 9.59 10.24 11.76 13.14 13.95 13.42 11.70
Foreign addressees 7.90 727 7.50 7.59 6.66 6.31 6.06 5.92 5.41 4.47
Consumer 7.33 6.59 6.60 6.22 6.40 6.04 5.94 5.43 6.17 7.82
Credit card 2.50 2.28 1.96 1.23 1.34 1.30 1.36 134 1.64 2.90
Installment and other 4.83 4.31 4.65 4.99 5.06 4.74 4.58 4.09 4.53 4.92
Real estate 18.54 16.21 15.82 16.53 17.42 16.51 16.96 19.82 19.23 20.78
In domestic offices 15.99 13.80 13.48 14.44 15.69 15.08 15.55 18.48 18.05 19.70
Construction and land development 1.59 .84 .58 51 .68 17 .90 .98 1.27 1.42
Farmland .07 .06 .06 .06 .09 .09 .10 A1 A1 12
One- to four-family residential 10.29 9.69 9.62 10.43 11.02 10.33 10.77 13.37 12.41 13.51
Home equity 1.60 1.40 1.40 1.53 170 1.72 1.54 161 1.78 2.35
Other 8.68 8.29 8.22 8.90 9.31 8.61 9.22 11.76 10.63 11.17
Multifamily residential .53 41 .38 .38 39 .38 43 .60 51 .55
Nonfarm nonresidential 351 2.79 2.83 3.05 3.52 351 3.35 3.42 3.76 4.09
In foreign offices 2.55 2.41 2.35 2.09 173 1.43 141 134 1.18 1.08
To depository institutions and acceptances
of other banks 2.47 3.49 5.04 6.14 4.20 4.05 4.34 3.78 3.23 3.20
Foreign governments 2.46 127 .90 69 45 35 .38 28 20 20
Agricultural production 27 25 21 23 31 28 .26 23 28 23
Other loans 6.71 6.32 5.76 6.34 4.15 3.74 3.96 3.75 351 2.94
Lease-financing receivables 1.30 1.14 114 1.59 2.24 2.81 3.40 3.07 343 3.44
LESS: Unearned income on loans -21 -16 -14 -11 -07 -06 -05 -.04 -04 -08
LESS: Loss reserves -1.94 -1.63 -1.45 -1.30 -1.08 -1.01 -1.03 -.97 -97 -1.12
Securities 22.74 20.61 19.53 19.83 20.00 19.72 18.34 18.98 17.81 20.54
Investment account 12.45 11.68 10.65 10.60 10.97 12.12 13.08 13.71 12.14 14.36
Debt 12.45 10.10 9.03 8.94 9.42 10.58 11.38 11.97 11.30 13.62
U.S. Treasury na. 2.06 2.03 1.93 1.56 1.70 1.98 1.96 .68 59
U.S. government agency and
corporation obligations na. 5.08 4.46 4.59 5.34 6.31 6.35 6.59 6.84 8.68
Government-backed mortgage pools na. 2.79 2.89 3.58 4.26 5.13 5.03 4.88 4.99 6.38
Collateralized mortgage obligations na. 2.22 1.50 .95 93 93 .79 93 111 1.52
Other na. .06 .08 .06 15 .26 52 .78 .74 .79
State and local government na. 61 49 39 51 A7 45 51 .55 59
Private mortgage-backed securities na. A3 32 30 32 .60 .57 51 .58 93
Other na. 3.03 2.97 3.01 2.81 2.57 3.22 3.47 3.22 334
Equity? na. 39 .38 .38 42 A7 51 .68 .26 22
Trading account 10.30 8.93 8.88 9.23 9.03 7.60 5.25 5.26 5.67 6.18
Gross federal funds sold and reverse RPs 2.7 2.68 3.20 3.10 7.56 7.81 6.64 5.02 6.38 5.26
Interest-bearing balances at depositories 3.88 4.05 4.34 3.68 3.37 2.96 3.14 3.01 3.69 2.28
Non-interest-earning assets 15.10 22.74 22.88 19.88 18.16 18.75 18.51 17.77 18.26 18.32
Revaluation gains held in trading accounts? na. 11.23 10.77 7.63 7.36 7.62 6.66 5.66 547 5.40
Other 15.10 11.51 12.11 12.25 10.80 11.13 11.85 12.11 12.78 12.93
Liabilities 93.24 93.42 93.59 93.04 92.61 92.58 92.28 92.36 92.14 91.52
Interest-bearing liabilities 71.56 64.33 63.37 64.45 65.83 65.81 66.87 67.81 66.76 65.43
Deposits 52.91 48.20 47.49 47.87 47.36 47.65 48.79 49.27 49.09 48.97
In foreign offices 25.51 26.10 28.36 26.41 22.18 20.17 21.04 21.62 19.22 16.26
In domestic offices 27.41 22.10 19.12 21.46 25.18 27.48 27.76 27.66 29.88 32.711
Other checkable deposits 345 2.91 2.30 1.61 1.21 99 72 74 .90 .95
Savings (including MMDASs) 15.33 12.70 10.56 12.31 14.26 15.83 16.84 16.73 19.24 22.82
Small-denomination time deposits 5.09 3.98 4.04 4.68 5.82 6.03 5.66 5.38 511 4.72
Large-denomination time deposits 353 2.51 2.23 2.86 3.89 4.62 4.54 4.80 4.63 4.22
Gross federal funds purchased and RPs 6.70 5.83 6.17 5.88 10.26 9.78 8.84 8.89 9.04 8.83
Other 11.94 10.29 9.71 10.69 8.20 837 9.24 9.65 8.62 7.63
Non-interest-bearimg liabilities 21.68 29.09 30.22 28.59 26.78 26.77 25.41 24.56 25.38 26.09
Demand deposits in domestic offices 11.27 10.15 8.88 9.73 8.98 8.46 7.83 7.28 7.50 7.40
Revaluation losses held in trading acoounts’ na. 10.22 10.68 727 7.53 7.67 6.51 5.69 5.10 4.63
Other 10.41 10.51 10.66 11.59 10.27 10.65 11.06 11.59 12.78 14.07
Capital account 6.76 6.58 6.41 6.96 7.39 7.42 1.72 7.64 7.86 8.48
Mo
Commercial real estate loans 6.46 4.65 4.40 4.65 5.45 5.61 5.69 5.87 6.68 6.92
Other real estate owned 1O2EMO: .58 27 18 .13 Other.08al estate.06 .04 .04 .03 owned
Managed liabilities 49.REEMO:46.21 47.94 47.39 46168aged Hdbifities 45.49 46.84 43.41 38.89
Average net consolidated assets MEMO: Average net consolidated assets
(billions of dollars) 818 949 1,051 1,189 1514 1.820 1935 2,234 2,527 2,785




TFallle-ACorptittwedinued
B. Ten largest banks by assets

Item 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002
Ratess eanmed]
Interest-earning assets 8.16 8.15 8.20 7.72 7.55 7.54 7.35 7.77 6.83 5.81
Taxable equivalent 8.20 8.18 8.22 7.74 7.60 7.57 7.39 Raf8 6.90 5.89
Loans and leases, gross 9.07 8.89 8.84 8.32 8.25 8.21 7.99 Rat®.46 7.52 6.54
Net of loss provisions 8.23 8.66 8.88 8.31 8.10 777 7.65 7.92 6.56 532
Securities 6.68 7.09 7.40 6.80 6.78 6.83 6.58  Ratésddlined:SeduBfies 5.14
Taxable equivalent 6.77 7.19 747 6.85 6.85 6.89 6.65 6.55 6.44 5.21
Investment account 6.88 6.57 7.04 6.70 6.76 6.78 6.59 Fad 6.23 5.30
U.S. Treasury securities and U.S.
government agency obligations
(excluding MBS) n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. 5.02 3.74
Mortgage-backed securities n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. 6.42 5.55
Other n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 6.34 5.30
Trading account 6.45 779 7.83 6.90 6.81 6.92 6.56 R e 6.66 4.75
Gross federal funds sold and reverse RPs 3.02 4.52 5.20 4.92 5.45 5.20 452  Ratd93 3.86 2.20
Interest-bearing balances at depositories 8.34 727 7.15 6.71 6.91 7.16 722 Rat®&43 3.73 3.40
Rattssyaidi
Interest-bearing liabilities 5.60 5.43 5.88 5.44 5.41 5.29 4.79 537 4.09 2.55
Interest-bearing deposits 4.50 4.32 4.99 4.57 4.54 4.40 3.82 Rat&40 3.27 1.95
In foreign offices 6.87 6.04 6.07 5.62 5.52 5.83 4.99 Raed 4.02 2.59
In domestic offices 2.36 2.35 3.42 3.32 3.69 3.39 3.04 Rt 2.85 1.68
Other checkable deposits 1.28 1.10 1.29 1.32 197 1.67 1.44 1.61 1.67 93
Savings (including MMDAS) 2.14 2.35 3.11 2.76 2.68 2.45 2.1 2.43 1.92 1.02
Large time deposits S 3.55 3.12 3.73 4.62 5.17 453 4.36 532 4.40 3.26
Other time deposits 3.01 2.80 5.08 4.58 5.45 5.21 4.95 553 5.15 3.55
Gross federal funds purchased and RPs 3.26 4.05 522 4.93 5.02 5.18 453  Rat&47 3.81 2.62
Other interest-bearing liabilities 11.16 10.87 9.80 8.86 9.13 8.85 861 Rat&1l5 7.00 5.39
1 199
e 1995 1996 1997 1999 2001 20009978 #4993
Gross interest income 7.22 6.37 6.42 6.26 6.31 6.21 6.01 6.39 5.56 4.78
Taxable equivalent 7.25 6.40 6.43 6.27 6.33 6.22 6.03 6.41 5.58 4.80
Loans 5.22 4.49 4.44 4.48 431 4.27 4.35 4.74 4.14 3.58
Securities .86 77 .75 71 .73 .81 .85 .88 72 73
Gross federal funds sold and reverse RPs A1 A5 21 A8 45 42 .30 .25 25 12
Other 1.04 97 1.00 .88 .82 .70 51 51 43 34
Gross interest expense 4.06 352 3.74 352 3.55 3.48 3.16 3.60 2.69 165
Deposits 2.48 2.15 2.43 2.26 2.26 2.20 1.97 2.33 1.74 106
Gross federal funds purchased and RPs 24 24 .35 31 54 .54 40 49 .35 18
Other 1.35 113 .95 .95 .75 74 .79 .78 59 41
Net interest income 3.16 2.86 2.68 2.73 2.76 2.73 2.84 2.78 2.87 3.13
Taxable equivalent 3.19 2.88 2.70 2.75 2.79 2.75 2.86 2.80 2.89 3.15
Loss provisioning® .64 26 A1 A1 .16 31 .26 .38 59 .73
Non-interest income 2.99 2.33 2.16 2.34 2.12 2.15 2.55 2.54 2.23 2.32
Service charges on deposits .30 .26 25 28 32 .33 .37 40 A4 A48
Fiduciary activities 39 .36 .30 31 34 32 31 27 .29 .26
Trading revenue 91 53 46 52 43 .33 46 A48 43 32
Interest rate exposures n.a. n.a. n.a. .30 23 .10 17 .20 21 A5
Foreign exchange rate exposures n.a. n.a. n.a. 17 20 .20 19 18 14 14
Other commuodity and equity exposures n.a. n.a. n.a. .05 ® .03 .09 11 .08 .03
Other 1.38 1.18 1.15 1.23 1.04 117 141 1.39 1.07 126
Non-interest expense 413 3.56 3.32 3.57 3.24 3.47 3.45 331 3.13 3.15
Salaries, wages, and employee benefits 1.88 1.65 1.58 1.57 145 1.45 1.57 1.46 1.38 141
Occupancy .66 .55 .50 .50 A7 47 .50 A7 45 46
Other 1.59 1.36 1.24 1.50 133 1.54 1.38 1.39 1.30 128
Net non-interest expense 1.14 1.23 1.16 1.23 112 132 .90 77 90 .84
Gains on investment account securities A3 .02 .03 .04 .08 A1 .03 -.03 .08 13
Income before taxes and extraordinary items 1.50 1.39 1.44 1.44 1.56 1.22 1.71 1.60 1.46 1.69
Taxes .53 48 .55 52 .58 44 .66 .60 48 57
Extraordinary items, net of income taxes .16 * % % % % % % -0 *
Net income 113 91 .88 92 .98 .78 1.05 1.00 97 112
Cash dividends declared .28 .58 57 .70 82 .53 .79 .86 67 1.05
Retained income .85 .33 31 21 15 .25 .26 13 31 .07
MEMO: Return on equity 16.75 13.86 13.78 13.21 13.22 10.53 13.58 13.04 12.38 13.24

* In absolute value, less than 0.005 percent.
n.a. Not available. MMDA Money market deposit account. RP Repurchase agreememt. CD Certificate of deposit.
1. Includes allocated transfer risk reserves.
2. As in the Call Report, equity securities are combined with “other debt securities” before 1989.
3. Before 1994, the netted value of: off-balance-sheet items appeared in “trading account securities”
if a gain and “other non-interest-bearing liabilities™ if a loss.
4. When possible, based on the average of quarterly balance sheet data reported on schedule RC-K of the quarterly Call Reports.
5. Before 1997, large time open accounts included in other time deposits.
6. Includes provisions for allocated transfer risk.
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A.1. Portfolio compesition, interest rates, and income and expense, all U.S. banks, 19%3-2002

C. Banks ranked 11 through 100 by assets

Item

1993 ‘ 1994 ‘ 1995

‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘

2000 ‘ 2001 ‘ 2002

Interest-earning assets
Loans and leases, net
Commercial and industrial
US.
Foreign addressees
Consumer
Credit card
Installment and other
Real estate
In domestic offices
Construction and land development
Farmland
One- to four-family residential
Home equity
Other
Multifamily residential
Nonfarm nonresidential
In foreign offices
To depository institutions and acceptances
of other banks
Foreign governments
Agricultural production
Other loans
Lease-financing receivables
LESS: Unearned income on loans
LESS: Loss reserves
Securities
Investment account
Debt
U.S. Treasury
U.S. government agency and
corporation obligations
Government-backed mortgage pools
Collateralized mortgage obligations
Other
State and local government
Private mortgage-backed securities
Other
Equity?
Trading account
Gross federal funds sold and reverse RPs
Interest-bearing balances at depositories
Non-interest-earning assets
Revaluation gains held in trading accounts’
Other

Liabilities
Interest-bearing liabilities
Deposits
In foreign offices
In domestic offices
Other checkable deposits
Savings (including MMDASs)
Small-denomination time deposits
Large-denomination time deposits
Gross federal funds purchased and RPs
Other
Non-interest-bearimg liabilities
Demand deposits in domestic offices
Revaluation losses held in trading acoounts’
Other

Capital account

Mo

Commercial real estate loans

Other real estate owned

Managed liabilities

Average net consolidated assets
(billions of dollars)

88.81 88.58
57.33 58.56
18.03 18.03
17.05 16.99
98 1.04
11.47 12.62
5.23 5.99
6.24 6.63
22.11 22.26
22.01 22.17
2.08 1.63
13 14
12.30 12.98
2.54 2.33
9.76 10.65
71 il
6.79 6.72
.10 .09
1.34 1.52
.30 28
29 29
4.01 3.45
147 1.60
=11 -.07
-1.60 -1.41
21.97 21.19
20.60 19.82
20.60 18.57
na. 6.86
na. 9.38
na. 5.40
na. 3.04
na. 94
na. 120
na. 95
na. 122
na. 32
1.37 138
4.98 5.11
4.53 3.72
11.19 11.42
na. 60
11.19 10.81
92.56 92.47
73.38 72.86
54.22 53.03
6.78 8.05
47.43 44.98
7.21 6.91
20.60 20.13
14.19 13.26
5.44 4.68
11.93 11.48
7.23 8.34
19.18 19.62
15.38 15.27
na. 57
3.80 3.89
7.44 7.53
10.29 9.69
MEMO: .25
31.W6EMO:32.89
MEMO:
1,082 1,204

88.71
62.68
19.26
18.10
1.16
14.23
7.34
6.89
23.25
23.10
1.50

14.16
2.19
11.97
77
6.54
.15

161
.20

3.29
1.96
-07
-1.32
18.64
17.88
16.60
4.82

9.40
5.06
2.82
1.51
111
1.02
1.16

.76
4.52
2.87

11.29

50

10.78

92.23
74.05
52.32
8.12
44.20
5.62
18.78
14.24
555
11.37
10.36
18.18
14.26
49
343

777
9.42
13
35.68

1,338

88.26
64.24
18.95
17.71
1.24
15.67
8.26
7.40
23.26
23.10
1.55

14.15
2.08
12.07
89
6.37
.16

1.53
20

3.27
241
-.06
-1.27
16.87
16.06
14.70
3.34

9.12
542
2.16
1.54

99

.96
1.21

.80
4.26
2.89

11.74

51

11.23

92.02
73.14
51.81
7.52
44.30
3.06
20.76
14.09
6.39
10.00
11.32
18.89
14.47
49
3.93

7.98
9.38
.08
35.60

1,450

87.50 87.91 88.47
63.89 64.42 64.28
19.01 18.92 19.40
17.78 17.59 18.18
1.22 1.33 1.22
15.62 14.53 13.57
8.50 7.67 6.78
7.12 6.86 6.79
22.99 24.60 24.81
22.85 24.42 24.63
1.69 2.03 2.43
.14 17 .19
13.88 14.86 14.15
2.22 217 2.08
11.65 12.69 12.07

.93 1.00 1.02
6.21 6.36 6.82
.15 18 .19
1.30 1.09 .93
.09 .06 .06
29 33 33
3.18 3.35 2.99
2.70 2.75 3.32
-05 -.04 -.04

-1.24 -1.16 -1.11
15.80 16.67 17.80
15.07 16.13 17.29
13.61 14.52 15.53

2.81 2.25 1.70
8.98 9.93 10.58
5.17 4.98 5.12
213 2.83 2.89
1.68 212 2.56
.88 92 .99
.73 .96 1.35
1.18 1.53 2.02
49 .55 .65
.73 54 51
4.38 3.57 3.34
3.43 3.24 3.06
12.50 12.09 11.53
69 .75 57

1181 1134  10.96

91.85 91.63 91.65
72.60 73.40 74.95
51.45 51.51 5151

7.85 8.15 797
43.60 43.36 43.55
1.95 1.75 1.60

21.08 21.41 22.47
13.43 12.84 11.86
7.15 7.36 7.62
9.36 9.48 9.78
11.79 12.41 13.67
19.24 18.23 16.70
14.17 12.40 10.52
.68 .76 .58
4.39 5.07 5.59

8.15 837 8.35

9.44 10.11 11.00
.06 Other.0dal estate.03
36160aged Halfities 39.81
Average net consolidated
1604 1,745 1,880

88.78
64.97
18.20
17.65

13.80
6.98
6.82

26.23

26.13
3.00

14.52
2.49
12.03
111
7.28
.09

1.05
.03

2.57
3.87
-03
-1.12
17.33
16.11
14.19
112

9.71
431
2.55
2.84

.96
1.66
2.06

1.22
3.76
271
11.22
41
10.81

91.56
76.44
51.60
7.35
44.26
1.32
22.35
11.80
8.78
9.28
15.56
15.12
8.62
41
6.09

8.44
12.07
.03
41.94

2,030

88.22
62.27
15.85
15.37

13.20
6.97
6.23

2731

27.22
331

15.52
2.90
12.61
1.16
7.00
.09

1.40
.03

2.03
3.28
-02
-1.13
19.01
17.711
16.72
.67

10.09
5.19
2.42

99
2.01
3.56

1.30
4.07
2.88
11.78
.55
11.23

91.14
75.96
51.97
6.86
45.11
1.20
24.37
10.67
8.87
9.72
14.27
15.18
717
52
7.49

8.86

12.06
40.78

2,129

88.48
60.13
13.29
12.96

12.79
6.57
6.22

28.96

28.90
3.36

22

17.06
3.89

13.17
1.20
7.05

.06

1.44
02
27

179

2.75

-02

-1.17
20.30
19.16
18.20

74

11.45
6.00
2.79
2.65

97
2.13
3.53

34
1.14
471
3.33

11.52

A7

11.05

90.77
74.75
50.57
6.10
44.47
117
26.50
8.78
8.02
9.67
14.51
16.02
6.31
A4
9.27

9.23

12.23

.05 owned
39.48

assets
2,123




Effective interest rate (percent) *
Talle-ACortiGwedinued

C. Banks ranked 11 through 100 by assets

Item 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002
Ratess eanmed]
Interest-earning assets 7.35 7.29 8.31 8.16 831 8.10 7.84 8.47 7.54 6.01
Taxable equivalent 7.45 7.37 8.37 8.23 8.36 8.17 7.88 Rt 7.59 6.09
Loans and leases, gross 8.25 8.22 9.10 8.88 9.03 8.82 850 Rat&15 8.27 6.81
Net of loss provisions 7.66 7.87 8.67 8.21 8.27 8.15 7.81 8.27 6.97 5.61
Securities 6.13 5.75 6.38 6.49 6.55 6.31 6.32  Ratéséned:Sechi9tes 4.78
Taxable equivalent 6.32 5.92 6.56 6.66 6.70 6.46 6.46 6.77 6.07 4.90
Investment account 6.22 5.75 6.35 6.49 6.57 6.33 6.34 Ratss 6.02 4.85
U.S. Treasury securities and U.S.
government agency obligations
(excluding MBS) n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. 5.83 4.28
Mortgage-backed securities n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. 6.58 533
Other n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 5.10 4.20
Trading account 4.74 5.75 727 6.53 6.05 5.86 5.58 raes 4.83 3.59
Gross federal funds sold and reverse RPs 3.11 4.31 5.91 531 5.45 5.46 512 Rat&06 3.85 1.68
Interest-bearing balances at depositories 6.50 4.69 6.78 5.82 5.76 5.67 4.81 Rat&49 4.38 2.46
Rattssyaidi
Interest-bearing liabilities 3.76 3.72 4.94 4.70 4.79 4.76 4.38 522 4.15 2.40
Interest-bearing deposits 3.51 325 4.35 4.15 422 4.15 3.76  Rat&42 3.60 1.96
In foreign offices 7.37 4.60 6.30 5.29 5.23 5.22 4.70 Fak8 3.67 1.70
In domestic offices 2.98 3.03 4.01 3.96 4.04 3.96 3.60 RE26 3.60 1.99
Other checkable deposits 1.70 1.62 1.89 1.78 2.61 2.41 2.03 2.57 2.32 94
Savings (including MMDAS) 2.33 2.46 3.10 2.91 2.84 2.76 2.49 2.94 2.30 1.08
Large time deposits S 4.30 4.21 5.70 5.50 5.47 5.32 4.96 5.88 5.11 3.37
Other time deposits 4.06 4.18 5.35 5.26 5.43 5.35 5.03 5.73 5.42 3.67
Gross federal funds purchased and RPs 3.04 4.28 5.86 519 5.29 5.22 4.87 Rat&62 3.86 1.73
Other interest-bearing liabilities 59"7 524 6.43 5.95 5.85 5.81 541 Rat&36 5.30 3.53 1903
1995 1996 1997 1999 200001 1998
Gross interest income 6.58 6.46 7.40 7.24 7.26 7.16 6.99 7.56 6.72 5.33
Taxable equivalent 6.64 6.51 7.45 7.28 7.30 7.20 7.02 7.59 6.75 5.36
Loans 4.84 4.91 5.79 5.80 5.87 5.79 557 6.07 5.30 417
Securities 1.26 113 1.13 1.03 .98 1.00 1.10 1.09 1.06 90
Gross federal funds sold and reverse RPs 15 21 27 23 22 19 18 22 15 .08
Other 32 21 21 18 19 18 14 18 15 11
Gross interest expense 2.74 2.67 3.62 3.39 3.41 3.45 3.26 3.96 3.14 177
Deposits 1.93 1.73 2.29 2.18 2.23 2.23 2.02 2.41 2.01 109
Gross federal funds purchased and RPs .38 51 67 .55 51 51 51 .56 .38 17
Other .43 43 .66 .66 .68 . .73 .98 75 .50
Net interest income 3.84 3.79 3.78 3.84 3.85 37 3.72 3.60 3.58 3.56
Taxable equivalent 3.9 3.85 3.84 3.89 3.89 3.75 3.76 3.63 3.61 3.60
Loss provisioning® 47 32 39 54 .60 .53 .54 .68 91 .80
Non-interest income 2.29 2.25 2.38 2.61 2.76 3.07 3.35 3.14 3.30 3.26
Service charges on deposits .46 45 A4 A4 44 42 42 42 42 42
Fiduciary activities .38 .39 40 43 A4 49 48 52 42 42
Trading income 14 .08 .09 .08 .08 .09 .08 .08 .08 .08
Interest rate exposures n.a. n.a. n.a. .03 .02 .03 .02 .02 .04 .04
Foreign exchange rate exposures n.a. n.a. n.a. .04 .05 .06 .06 .05 .03 .04
Other commuodity and equity exposures n.a. n.a. n.a. .01 ® ® ® ® ® ®
Other 1.32 1.33 1.45 1.67 1.79 2.07 2.37 213 2.38 2.33
Non-interest expense 3.95 3.86 3.79 3.85 3.85 4.03 4.11 3.97 3.91 3.69
Salaries, wages, and employee benefits 1.52 1.50 1.47 1.51 1.51 1.53 1.53 1.44 1.47 149
Occupancy 47 A7 A7 A48 46 .46 45 43 42 40
Other 1.95 1.89 1.85 1.86 1.88 2.04 2.13 2.10 2.03 179
Net non-interest expense 1.65 1.61 141 1.24 110 .96 .76 .83 61 43
Gains on investment account securities .09 =01 .02 .02 .02 .03 -01 -.05 .09 .10
Income before taxes and extraordinary items 181 1.85 2.01 2.09 2.18 2.24 2.41 2.04 2.15 2.43
Taxes .56 .63 .70 .75 77 .79 .87 .70 74 .83
Extraordinary items, net of income taxes # # # # * * * * % %
Net income 1.25 1.22 1.31 1.34 142 1.46 1.54 1.33 1.40 1.60
Cash dividends declared .76 .86 .85 1.07 .93 .96 1.16 94 .96 99
Retained income 49 .36 46 .26 48 .50 .38 .39 44 .61
MEMO: Return on equity 16.86 16.27 16.84 16.78 17.36 17.38 18.48 15.79 15.80 17.38

* In absolute value, less than 0.005 percent.
n.a. Not available. MMDA Money market deposit account. RP Repurchase agreememt. CD Certificate of deposit.
1. Includes allocated transfer risk reserves.
2. As in the Call Report, equity securities are combined with “other debt securities” before 1989.
3. Before 1994, the netted value of: off-balance-sheet items appeared in “trading account securities”
if a gain and “other non-interest-bearing liabilities™ if a loss.
4. When possible, based on the average of quarterly balance sheet data reported on schedule RC-K of the quarterly Call Reports.
5. Before 1997, large time open accounts included in other time deposits.
6. Includes provisions for allocated transfer risk.
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D. Banks ranked 101 through 1,000 by assets

Item

1993 ‘ 1994 ‘ 1995

‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002

Interest-earning assets
Loans and leases, net
Commercial and industrial
US.
Foreign addressees
Consumer
Credit card
Installment and other
Real estate
In domestic offices
Construction and land development
Farmland
One- to four-family residential
Home equity
Other
Multifamily residential
Nonfarm nonresidential
In foreign offices
To depository institutions and acceptances
of other banks
Foreign governments
Agricultural production
Other loans
Lease-financing receivables
LESS: Unearned income on loans
LESS: Loss reserves
Securities
Investment account
Debt
U.S. Treasury
U.S. government agency and
corporation obligations
Government-backed mortgage pools
Collateralized mortgage obligations
Other
State and local government
Private mortgage-backed securities
Other
Equity?
Trading account
Gross federal funds sold and reverse RPs
Interest-bearing balances at depositories
Non-interest-earning assets
Revaluation gains held in trading accounts?
Other

Liabilities
Interest-bearing liabilities
Deposits
In foreign offices
In domestic offices
Other checkable deposits
Savings (including MMDASs)
Small-denomination time deposits
Large-denomination time deposits
Gross federal funds purchased and RPs
Other
Non-interest-bearimg liabilities
Demand deposits in domestic offices
Revaluation losses held in trading acoounts’
Other

Capital account

Mswio

Commercial real estate loans

Other real estate owned

Managed liabilities

Average net consolidated assets
(billions of dollars)

90.45
57.93
12.19
12.03

14.82
5.63
9.19

28.61

28.58
2.26

15.16
251
12.66
1.07
9.75
.02

91.85
74.42
63.05
1.43
61.62
9.94
24.06
20.78
6.84
7.43
3.94
17.43
15.07
na.
2.36

8.15

13.37
19.68

978

90.90
59.75
12.07
11.91

15.84
6.05
9.79

29.42

29.39
2.08

16.25
2.33
13.92
1.13
9.57
.03

42
02

1.98
83
-15
-1.30
25.72
25.40
23.94
8.17

12.76
5.64
4.34
2.79
2.29

73
99

31
3.64
1.79
9.10

02
9.08

91.62
74.77
60.38
1.69
58.69
9.70
22.92
19.29
6.78
845
594
16.85
14.58
02
2.26

8.38

13.05
22.89

1,031

90.97
62.19
12.70
12.54

16.27
6.32
9.95

30.81

30.79
2.21

17.49
2.36
15.13
1.21
9.48
.02

.36
.02

1.78
.90
=12
-1.22
23.08
22.88
21.32
6.48

12.23
542
3.56
325
213

.68
.89

20
3.92
1.78
9.03

.05
8.99

91.36
75.00
59.67
171
57.96
8.54
20.75
21.11
7.56
831
7.02
16.36
14.07
.05
2.24

8.64

13.19
24.62

1,092

91.10
62.63
12.79
12.61

15.88
6.66
9.22

31.37

31.34
2.38

17.34
2.30
15.03
1.29
9.87
02

.50
02

1.68
1.01
-10
-1.22
22.67
22.55
20.71
5.61

12.66
5.69
312
3.85
2.24

.76
.76

12
3.87
1.93
8.90

02
8.88

91.06
75.06
59.98
1.33
58.65
6.21
22.49
21.61
834
8.19
6.88
16.00
13.84
02
2.14

8.94
13.83
A3
24.78

1,075

91.32
62.22
12.43
12.19

14.03
5.52
8.52

33.23

3321
2.69

18.14
2.30
15.84
1.29
10.56
.02

.59
.02

1.47
99
-10
-1.18
23.45
23.35
20.92
4.96

13.97

6.22
3.01

14.77
24.66

968

91.36
61.13
12.48
12.16

12.28
4.48
7.80

33.94

33.92
2.88

18.19
2.15
16.05
1.26
11.03
02

15.38
.09
24.46

935

91.68
61.49
12.64
12.32

10.79
3.37
7.41

35.90

35.88
3.49

18.26
1.99
16.27
1.44
12.12
.02

.46
.03

1.25
.78
-08
-1.06
25.17
25.09
21.70
2.53

16.29
6.72
3.52
6.05
2.91
1.00
1.60

.08
3.35
1.68
8.32

.01
831

90.90
76.76
61.94
1.20
60.74
3.75
27.35
19.61
10.03
6.90
7.92
14.15
10.19
.01
3.95

9.10

17.28
26.32

972

91.50
62.15
12.95
12.60

10.19
3.27
6.92

36.93

36.91
4.15

17.17
2.10
15.06
1.58
13.36
02

37
.03

1.22
.75
-08
-1.04
24.34
24.25
20.30
1.81

15.56
6.22
3.04
6.30
291

99
2.19

.09
3.40
1.60
8.50

02
8.49

90.95
77.43
62.68
1.28
61.40
332
27.03
19.44
11.61
6.30
8.45
13.52
897

4.55
9.05
19.32
.07
28.01

987

91.16
62.48
13.04
12.65

9.76
3.61
6.14
37.65
37.63
4.90

16.19
2.20
13.98
1.69
14.18
.02

.38
.03

1.22
74
=07
-1.12
22.80
22.69
20.57
1.32

14.69
6.26
3.08
5.35
2.90

.93
2.42

A1
4.19
1.68
8.84

.01
8.84

90.32
77.01
63.11
1.24
61.87
3.26
27.67
18.80
12.14
5.76
8.14
13.31
8.23
.01
5.07

9.68

21.03
27.75

1,002

91.37
61.48
12.38
12.07

8.14
2.66
548
38.92
38.90
5.40

15.39
251
12.88
1.83
15.55
.03

37
02

1.18
.76
-.06
-1.10
23.86
23.80
21.80
1.22

15.87
6.57
3.70
5.60
2.89

99
2.33

.06
4.14
1.89
8.63

.01
8.63

89.94
76.35
62.82
.88
61.94
332
30.17
16.83
11.62
5.28
8.25
13.58
8.05
.01
5.52

10.06

23.06
26.57

1,022




A.1.—Continued

Effective interest rate (percent) *

Table A.1.—Continued
D. Banks ranked 101 through 1,000 by assets

Item 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002
Rates earned:
Interest-earning assets 7.43 7.58 8.44 8.41 8.49 8.32 7.83 8.51 7.83 6.43
Taxable equivalent 7.55 7.68 8.53 8.50 8.59 8.44 7.92 RaG8 7.95 6.55
Loans and leases, gross 8.57 8.64 9.45 9.38 9.48 9.37 8.74 Rat&44 8.76 7.36
Net of loss provisions 7.96 8.28 8.95 8.76 8.76 8.76 8.26 8.74 7.88 6.61
Securities 5.83 5.68 6.24 6.34 6.43 6.31 6.03  Ratésddined:Secufifies 4.98
Taxable equivalent 6.10 5.93 6.50 6.60 6.69 6.57 6.29 6.71 6.25 5.24
Investment account 5.84 5.68 6.24 6.34 6.43 6.30 6.03 Fas 597 4.98
U.S. Treasury securities and U.S.
government agency obligations
(excluding MBS) n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. 5.85 4.55
Mortgage-backed securities na n.a n.a na. na n.a n.a n.a. 6.33 5.48
Other n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 5.40 4.53
Trading account 4.74 5.29 5.55 5.94 6.37 6.84 7.33 ee 6.60 3.79
Gross federal funds sold and reverse RPs 3.02 4.05 5.45 529 5.42 5.31 498 Rat&l6 3.92 1.75
Interest-bearing balances at depositories 3.52 4.28 6.07 5.69 5.44 5.76 5.07 Rat&77 3.94 1.79
Rattssyaidi
Interest-bearing liabilities 3.33 3.57 4.65 4.58 4.66 4.60 4.19 4.93 4.11 2.56
Interest-bearing deposits 3.26 331 4.26 4.27 4.34 4.28 3.84 Raté46 3.82 2.29
In foreign offices 3.35 4.31 5.94 5.72 5.42 5.55 5.07 Fatk3 4.45 2.14
In domestic offices 3.26 3.28 4.21 4.23 432 4.25 3.82 Rht3 3.81 2.30
Other checkable deposits 2.62 1.86 2.62 1.96 2.16 2.15 1.99 2.27 1.81 1.06
Savings (including MMDAS) 2.58 2.64 3.24 3.11 3.08 2.97 2.65 3.07 2.22 1.18
Large time deposits S 3.90 4.23 5.62 5.48 5.56 5.51 517 6.01 527 3.36
Other time deposits 4.40 4.40 553 5.57 5.57 5.64 5.11 5.74 552 3.80
Gross federal funds purchased and RPs 2.95 4.12 5.61 5.16 521 5.14 4.83  Rat&95 3.84 1.86
Other interest-bearing liabilities 4.44 4.93 6.32 5.90 6.09 6.00 536 Rat&45 541 421
1t 199
Her 1995 o9 1997 Toss 200001 1998 2993
Gross interest income 6.74 6.90 7.69 7.68 775 7.63 719 7.80 7.16 5.88
Taxable equivalent 6.84 6.99 7.78 7.75 7.83 A 7.27 7.88 7.24 5.95
Loans 5.06 5.26 5.99 5.99 6.00 5.85 5.47 5.97 5.59 4.59
Securities 1.48 1.45 1.43 142 1.50 1.50 151 1.58 1.33 116
Gross federal funds sold and reverse RPs 14 14 21 20 19 22 17 21 .16 .07
Other .06 .06 .07 .06 .06 .06 .04 .04 .04 .02
Gross interest expense 2.46 2.65 3.46 3.40 3.47 3.44 3.20 3.79 3.14 194
Deposits 2.07 2.01 2.56 2.57 2.70 2.71 2.44 2.87 2.48 150
Gross federal funds purchased and RPs 22 .35 46 43 37 32 34 .38 22 .10
Other 17 .29 A4 40 40 41 42 54 44 34
Net interest income 4.28 4.25 4.24 4.27 4.28 4.19 3.99 4.01 4.02 3.94
Taxable equivalent 4.37 4.34 4.32 4.35 4.36 4.27 4.07 4.08 4.10 4.02
Loss provisioning® 47 32 43 .50 .56 48 .39 .53 .65 54
Non-interest income 1.84 1.86 1.84 1.88 2.08 2.25 2.31 2.36 2.35 2.38
Service charges on deposits 45 42 42 41 40 .39 .38 .36 39 41
Fiduciary activities 29 .28 27 29 32 .37 .38 44 40 35
Trading income .03 .02 .03 .02 .01 .02 .02 .01 ® ®
Interest rate exposures n.a. n.a. n.a. .01 .01 .01 .01 .01 -01 &
Foreign exchange rate exposures na. na. na. .01 ® ® ® ® * ®
Other commuodity and equity exposures n.a. n.a. n.a. ® ® ® ® ® ® ®
Other 1.08 1.14 112 1.16 1.34 1.47 1.53 1.55 1.57 162
Non-interest expense 3.92 3.78 3.68 3.69 3.73 3.86 3.70 3.84 3.88 3.74
Salaries, wages, and employee benefits 151 1.49 1.44 1.44 1.50 1.57 1.56 1.59 1.61 1.65
Occupancy .48 46 45 45 46 47 47 47 46 45
Other 1.92 1.83 1.79 1.80 1.76 1.83 1.68 1.79 1.81 165
Net non-interest expense 2.08 1.92 1.84 1.81 1.65 161 1.39 1.49 1.53 136
Gains on investment account securities .06 -05 -01 .02 .02 .04 -01 -.04 .05 .04
Income before taxes and extraordinary items 1.78 1.96 1.96 1.98 2.10 2.14 2.19 1.95 1.89 2.08
Taxes .61 67 67 69 .73 .73 74 67 .65 .69
Extraordinary items, net of income taxes .04 * % % % .06 .01 * .01 #
Net income 121 1.29 1.28 1.29 137 1.46 1.46 1.28 1.25 140
Cash dividends declared .79 81 .87 1.04 1.09 101 1.06 92 132 120
Retained income .43 48 41 .25 .28 .45 40 .36 -08 .20
MEMO: Return on equity 14.91 15.40 14.82 14.45 14.90 15.49 16.11 14.11 12.87 13.88

* In absolute value, less than 0.005 percent.
n.a. Not available.
1. Includes allocated transfer risk reserves.

MMDA Money market deposit account.

RP Repurchase agreememt.

2. As in the Call Report, equity securities are combined with “other debt securities” before 1989.
3. Before 1994, the netted value of: off-balance-sheet items appeared in “trading account securities”
if a gain and “other non-interest-bearing liabilities™ if a loss.
4. When possible, based on the average of quarterly balance sheet data reported on schedule RC-K of the quarterly Call Reports.
5. Before 1997, large time open accounts included in other time deposits.

6. Includes provisions for allocated transfer risk.

CD Certificate of deposit.

earned:

paid:

ec

earr



Balance sheet items as a percentage of average net consolidated assets.
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E. Banks not ranked among the 1,000 largest by assets

Item

1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘

2000 ‘ 2001 ‘ 2002

Interest-earning assets
Loans and leases, net
Commercial and industrial
US.
Foreign addressees
Consumer
Credit card
Installment and other
Real estate
In domestic offices
Construction and land development
Farmland
One- to four-family residential
Home equity
Other
Multifamily residential
Nonfarm nonresidential
In foreign offices
To depository institutions and acceptances
of other banks
Foreign governments
Agricultural production
Other loans
Lease-financing receivables
LESS: Unearned income on loans
LESS: Loss reserves
Securities
Investment account
Debt
U.S. Treasury
U.S. government agency and
corporation obligations
Government-backed mortgage pools
Collateralized mortgage obligations
Other
State and local government
Private mortgage-backed securities
Other
Equity?
Trading account
Gross federal funds sold and reverse RPs
Interest-bearing balances at depositories
Non-interest-earning assets
Revaluation gains held in trading accounts?
Other

Liabilities
Interest-bearing liabilities
Deposits
In foreign offices
In domestic offices
Other checkable deposits
Savings (including MMDASs)
Small-denomination time deposits
Large-denomination time deposits
Gross federal funds purchased and RPs
Other
Non-interest-bearimg liabilities
Demand deposits in domestic offices
Revaluation losses held in trading acoounts’
Other

Capital account

Mo

Commercial real estate loans

Other real estate owned

Managed liabilities

Average net consolidated assets
(billions of dollars)

92.43 92.48
52.95 54.64
9.24 9.31
9.20 9.26
.04 .05
9.18 9.38
92 .96
8.26 8.42
31.10 32.19
31.09 32.19
1.93 2.14
2.20 2.34
16.82 16.94
1.27 1.21
15.56 15.73
.84 93
9.30 9.83
.16 17
.02 .01
3.58 3.89
.82 77
18 .20
-.36 =31
-97 -95
33.08 32.90
33.01 32.86
33.01 30.64
na. 10.75
na. 15.24
na. 4.73
na. 3.05
na. 7.46
na. 5.00
na. .26
na. .96
na. 43
.07 .04
4.67 3.42
1.74 1.52
7.57 7.52
na. ®
7.57 7.52
90.63 90.43
76.88 76.19
74.54 73.14
.08 .09
74.45 73.05
13.16 13.31
23.55 23.23
30.09 28.83
7.66 7.68
1.44 1.89
.90 1.16
13.74 14.24
12.82 13.34
na. ®
93 .90
9.37 9.57
12.21 13.02
BMEMO: .35
10.82EM0:10.83
MEMO:
687 679

92.48
56.61
9.65
9.59

9.54
1.01
853
33.55
33.55
2.38
2.48
17.45
1.20
16.26

10.28

19

3.95
12
22
-30
-93
3051
30.48
27.92

9.19

15.13
4.19
2.76
8.18
4.69

20
81

.03
391
1.45
7.52

*
7.52

90.04
75.74
72.70
11
72.59
12.37
20.41
30.92
8.89
1.78
1.25
14.30
13.23

1.07
9.96
13.72
25
12.05

666

92.45
57.38
9.98
9.91

9.42
1.04
8.38
34.10
34.10
2.61
2.55
17.48
1.20
16.28

10.54

21

3.92
.69
23

=27
-90
29.53
29.50
26.51

7.86

15.67
4.21
2.46
9.00
4.62

.18
.68

.03
4.03
1.51
7.55

*
7.55

89.82
75.59
72.47
.10
72.37
11.75
19.58
31.28
9.76
171
141
14.23
13.12

1.10

10.18

14.18
12.99

661

92.44 92.64 92.55
58.75 59.11 59.75
10.16 10.33 10.64
10.08 10.25 10.55

.08 .08 .08
8.98 8.46 8.15
85 .70 .68

8.14 7.76 747
35.55 36.04 36.84
35.54 36.04 36.84

2.82 3.02 3.28

2.69 2.83 2.95
18.16 18.04 17.66
1.24 121 117
16.92 16.84 16.49
95 93 98

1092 1121 1197

20 .14 14
* * 01
4.05 4.28 4.06
.67 .67 67
25 24 26
-24 -20 -15
-87 -.86 -87

28.25 26.70 26.92
2821 26.66 26.88
24.58 22.30 21.82

6.70 5.05 334
15.58 15.43 16.89
4.01 3.90 3.95
2.19 2.02 2.00
9.38 9.51 10.94
4.60 4.80 4.96
19 .16 26
61 .68 89
52 54 53
.03 .04 .03
3.95 513 4.17
1.49 1.72 171

7.56 7.36 7.45
* * *
7.56 7.36 7.45

89.63 89.54 89.75
75.47 75.35 75.90
72.05 71.77 71.41
09 .07 07
71.96 71.70 71.34
11.39 11.18 11.07
18.98 19.01 19.69
31.09 30.42 29.07
10.50 11.10 11.50
1.67 149 1.79
1.74 2.09 2.70
14.16 14.19 13.86
13.09 13.08 12.80
* * *

1.06 110 1.06

10.37 10.46 10.25

14.80 15.26 16.33
.16 Other.}Bal estate.11
IM82aged lidbiGities 16.08
Average net consolidated
647 644 651

92.52
62.31
11.09
11.02

797
.58
7.39
39.30
39.30
3.70
3.06
18.43
1.28
17.15
1.04
13.06

12
.01
3.85
69
27
=11
-88
25.40
25.38
19.43
212

16.95
347
1.70

11.78
4.64

23
.88

02
322
1.59
7.48

*
7.48

89.89
76.05
70.54
.05
70.48
10.57
19.03
28.42
12.47
2.06
3.45
13.834
12.64

1.20

10.11

17.92
18.07

655

92.26
62.65
11.09
11.01

7.42
57
6.85
40.29
40.29
4.23
3.04
18.24
1.38
16.86
1.06
1371

12

3.75
67
27
-09
-88
22.83
22.82
19.67

1.33

15.29
3.80
1.94
9.55
451

28
112

.01
5.00
1.77
774

*
774

89.60
76.01
70.92
.06
70.86
10.18
19.15
28.06
13.47
1.56
353
13.59
12.15

1.44

10.40

19.15
18.68

675

92.22
62.72
10.71
10.65

6.77
49
6.28
41.52
41.51
451
3.08
17.91
1.62
16.29
1.16
14.86

.10

*
3.64
.65
30
-07
-90
23.34
23.33
2041
1.04

16.07
4.54
2.30
9.23
4.56

27
112
27
.01
4.26
1.90
7.78

*
7.78

89.71
76.00
70.50
.05
70.44
10.42
20.99
25.90
13.13
1.51
4.00
13.71
12.24
*

1.47

10.28

20.67

.14 owned
18.79

assets

704




Effective interest rate (percent) *

Fallle-ACoratitwedinued
E. Banks not ranked among the 1,000 largest by assets

Item 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002
Ratess eanmed]
Interest-earning assets 7.62 7.57 8.38 8.36 8.49 8.33 8.05 8.49 7.97 6.83
Taxable equivalent 7.78 772 8.53 8.50 8.63 8.48 818 8.59 8.11 6.96
Loans and leases, gross 9.13 9.00 9.80 9.75 9.80 9.69 [32:12: 9.55 9.09 7.90
Net of loss provisions 8.78 8.80 9.54 947 9.49 9.34 889 9.13 8.64 747
Securities 5.94 5.61 6.10 6.15 6.26 6.04 Ba8Bearned:6elfirities 5.93 5.04
Taxable equivalent 6.33 5.99 6.49 6.52 6.65 6.46 629 6.55 6.35 5.45
Investment account 5.95 5.61 6.10 6.14 6.26 6.04 589 6.15 5.93 5.04
U.S. Treasury securities and U.S.
government agency obligations
(excluding MBS) n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. 5.98 4.81
Mortgage-backed securities n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. 6.45 5.48
Other n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 531 491
Trading account 4.83 6.03 6.12 6.47 6.33 5.26 3.60 4.01 6.43 4.80
Gross federal funds sold and reverse RPs 2.95 4.08 5.95 534 5.51 5.35 Rags 6.26 3.85 1.65
Interest-bearing balances at depositories 4.53 4.64 5.88 5.63 5.62 5.67 Fa63 6.40 4.56 2.68
Rattssyaidi
Interest-bearing liabilities 3.54 3.49 4.46 4.49 4.60 4.60 4.28 4.80 4.43 2.93
Interest-bearing deposits 3.53 3.44 4.39 4.44 4.53 4.53 Rafs 4.67 4.34 2.80
In foreign offices 2.91 3.92 5.73 5.34 4.77 5.08 4.34 513 3.82 149
In domestic offices 3.53 3.44 4.39 4.44 453 453 4.21 4.67 4.34 2.80
Other checkable deposits 2.42 2.29 2.50 2.41 2.46 2.45 2.28 2.47 1.97 1.16
Savings (including MMDAS) 2.91 2.83 3.32 3.26 3.36 3.39 321 3.56 2.84 1.73
Large time deposits S 3.96 4.12 5.55 5.48 5.53 5.53 521 5.92 5.55 3.62
Other time deposits 4.39 4.28 5.51 5.61 5.66 5.63 5.24 5.70 5.62 3.90
Gross federal funds purchased and RPs 3.17 4.12 5.61 512 523 4.99 Ra#3 5.69 4.03 1.85
Other interest-bearing liabilities 4.68 4.98 6.45 5.77 6.31 6.45 Fa63 6.22 5.86 5.34
" 199
e 1995 1996 1997 1999 200001 1998 =
Gross interest income 7.06 7.01 7.78 777 7.90 775 7.48 7.86 7.40 6.35
Taxable equivalent 7.20 7.15 7.91 7.89 8.02 7.87 7.60 7.97 7.50 6.46
Loans 4.92 4.99 5.63 5.68 5.86 5.80 5.62 6.02 5.78 5.06
Securities 1.96 1.84 1.86 1.80 1.76 1.59 1.58 1.58 1.33 116
Gross federal funds sold and reverse RPs .14 A5 25 24 24 29 22 21 20 .08
Other .05 .04 .04 .04 .04 .06 .06 .05 .05 .03
Gross interest expense 2.72 2.65 337 3.39 3.48 3.46 3.26 3.64 3.36 2.23
Deposits 2.64 2.52 3.19 3.22 3.28 3.25 3.03 3.31 3.09 199
Gross federal funds purchased and RPs .04 07 .10 .08 .08 .07 .08 12 .06 .03
Other .04 .06 .08 .08 A1 K] 15 21 21 21
Net interest income 4.34 4.36 4.41 4.38 4.42 4.28 4.22 4.22 4.04 4.12
Taxable equivalent 4.48 4.50 4.54 4.50 4.54 4.41 4.35 4.33 4.15 422
Loss provisioning® 27 19 24 25 27 .29 31 .35 .36 34
Non-interest income 1.25 1.30 1.38 142 142 1.52 1.44 132 1.34 140
Service charges on deposits 45 44 44 44 44 42 42 43 A4 A5
Fiduciary activities .16 17 22 19 .20 .23 .26 21 25 27
Trading income .01 ® .01 ® ® ® ® .01 ® ®
Interest rate exposures na. na. na. ® ® ® ® ® ® ®
Foreign exchange rate exposures na. na. na. ® ® ® ® ® ® ®
Other commuodity and equity exposures n.a. n.a. n.a. ® ® ® ® ® ® ®
Other .64 .69 71 .79 77 .86 .75 .68 .65 .68
Non-interest expense 3.74 3.78 3.80 3.70 3.69 3.74 3.73 3.59 3.56 3.54
Salaries, wages, and employee benefits 1.73 1.75 1.79 1.77 1.80 1.82 1.82 1.78 1.79 1.83
Occupancy 49 49 .50 49 49 49 49 47 47 A7
Other 1.53 1.55 1.51 1.44 1.40 1.43 1.42 1.33 1.30 124
Net non-interest expense 2.49 2.48 2.42 2.28 2.28 2.23 2.29 2.27 2.22 2.15
Gains on investment account securities .07 -03 ® .01 .01 .02 ® -0 .04 .05
Income before taxes and extraordinary items 1.65 1.66 1.75 1.85 1.89 179 1.62 1.59 1.50 1.66
Taxes 51 51 .55 59 59 .53 46 45 41 43
Extraordinary items, net of income taxes .05 * % % % % % % % -0
Net income 119 1.15 1.20 1.26 1.30 1.26 1.15 1.15 1.09 121
Cash dividends declared .56 57 62 64 74 .82 .68 .79 .66 .68
Retained income .63 .58 .58 62 .56 44 48 .36 43 .53
MEMO: Return on equity 12.67 12.03 12.05 12.37 12.53 12.02 11.25 11.38 10.49 11.81

* In absolute value, less than 0.005 percent.
n.a. Not available. MMDA Money market deposit account. RP Repurchase agreememt. CD Certificate of deposit.
1. Includes allocated transfer risk reserves.
2. As in the Call Report, equity securities are combined with “other debt securities” before 1989.
3. Before 1994, the netted value of: off-balance-sheet items appeared in “trading account securities”
if a gain and “other non-interest-bearing liabilities™ if a loss.

4. When possible, based on the average of quarterly balance sheet data reported on schedule RC-K of the quarterly Call Reports.

5. Before 1997, large time open accounts included in other time deposits.
6. Includes provisions for allocated transfer risk.

earned:

paid:

earned:

earned:

paid:
paid:



Table AR2porRejfdrtcomincaling]. 3llbaitshdR]-2003-2002

Millions of dollars

Item 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002
Gross interest income 244,742 257,065 302,376 313,248 338,216 359,174 366,172 424,440 405,332 351,066
Taxable equivalent 247,620 259,822 305,012 315,708 340,648 361,638 368,799 427,076 408,016 353,822
Loans 178,425 189,764 227,220 239,401 255,492 270,940 278,573 327,385 312,484 270,732
Securities 48,678 48,299 51,030 50,634 52,659 56,596 62,115 67,676 63,128 59,416
Gross federal funds sold and reverse
repurchase agreements 4,796 6,415 9,744 9,272 13,658 14,999 12,327 13,549 12,656 6,232
Other 12,843 12,587 14,382 13,944 16,406 16,637 13,155 15,831 17,065 14,686
Gross interest expense 105,615 110,850 147,960 150,101 164,511 177,999 174,901 222,112 188,898 119,084
Deposits 79,503 79,106 105,331 107,517 117,350 125,216 119,664 151,182 132,495 82,064
Gross federal funds purchased and
repurchase agreements 8,442 12,476 18,424 16,780 20,439 22,182 21,130 26,860 19,602 9,934
Other 17,669 19,269 24,205 25,806 26,721 30,600 34,106 44,072 36,800 27,086
Net interest income 139,127 146,215 154,416 163,147 173,705 181,175 191,271 202,328 216,434 231,982
Taxable equivalent 142,005 148,972 157,052 165,607 176,137 183,639 193,898 204,964 219,118 234,738
Loss provisioning 16,841 10,991 12,632 16,211 19,176 21,220 21,121 29,788 43,313 45,180
Non-interest income 75,847 77,224 83,851 95,308 105,628 123,444 144,121 152324 159,275 167,771
Service charges on deposits 14,898 15,281 16,057 17,051 18,558 19,769 21,497 23,719 26,892 29,658
Fiduciary activities 11,199 12,124 12,889 14,296 16,584 19,268 20,502 22,220 21,970 21,636
Trading revenue 9,238 6,249 6,337 7,525 8,018 7,705 10,478 12,446 12,547 10,709
Other 40,513 43,572 48,567 56,436 62,468 76,701 91,644 93,939 97,866 105,767
Non-interest expense 140,523 144,905 151,141 162,456 170,880 193,696 204,406 215,795 225219 229,298
Salaries, wages, and employee benefits 58,507 60,904 64,014 67,800 72,310 79,503 86,150 89,030 94,275 100,574
Occupancy 18,578 18,978 19,760 20,889 22,074 24,160 25,864 26,764 27,959 29,394
Other 63,439 65,023 67,366 73,766 76,495 90,034 92,392 100,001 102,986 99,329
Net non-interest expense 64,676 67,681 67,290 67,148 65,252 70,252 60,285 63,471 65,944 61,527
Gains on investment account
securities 3,054 568 481 1123 1,825 3,090 250 2,290 4,627 6,475
Income before taxes 60,662 66,974 74,977 80,911 91,101 92,794 110,116 106,778 111,805 131,621
Taxes 19,861 22,429 26,222 28,448 31,973 31,878 39,233 37,333 37,236 43,430
Extraordinary items, net of income taxes 2,085 -17 28 88 56 506 169 -31 -324 95
Net income 42,886 44,528 48,783 52,551 59,184 61,421 71,052 69,413 74,244 88,096
Cash dividends declared 22,068 28,165 31,106 39,419 42,752 41,205 51,955 52,547 54,944 67,292
Retained income 20,816 16,362 17,678 13,131 16,433 20,215 19,097 16,866 19,299 20,804




