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Despite the economic slowdown in 2001, the profit-
ability of the U.S. commercial banking industry
remained high (chart 1). The weak economy contrib-
uted to a sharp rise in provisions for loan and lease
losses, as did, in the fourth quarter, the collapse of
Enron and the economic turmoil in Argentina. How-
ever, the rise in provisioning was offset in large part
by realized gains en investment accoufit securities;
these gains developed as banks’ pertfelies benefited
frem deelining shert- and intermediate-ter market
interest rates (ehart 2). Prefitability was alse sup-
peried By fedusiiens i Aeninierest eesis and by a
small rise iR Aet interest ineeme.

In response to the slowing economy, the Federal
Reserve eased policy eleven times last year and short-

NOTE. 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 most recent data are from the December 2001
Call Reports. 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
Frelfepkil Reseavoe Bullgtinn, vol. 84 (June 1998), p. 408. Size categories,
based on assets at the start of each quarier, are as follows: the 10
largest banks, large banks (these ranked 11 threugh 100), medium-
slzed banks (those ranked 101 through 1,000), and small banks. At the
start ofithe fourth quarter of 2001, the approximaie asset sizes of the
banks in these greups were as fellows: the 10 largest banks, Mere than
$87 billien; large banks, §7 billien te $85 billien; medium-sized
banks, $352 millien to $6.9 billien; and small banks, less than
$352 million:

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 Federal Deposit Insurance Corporation,
Statistices on Bandnigg (FDIC, 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 ofirevisions 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 average net consolidated costs. Appendix table A.2
reports income statement data for all banks.[endofnote.]

term interest rates moved down considerably. During
the first half of 2001, interest rates on residential
mortgages remained well below the average for 2000,
and their further decline during the third quarter of
last year significantly boosted an already high level
of refinancing activity in that market. lnvestment-
grade corporate bond yields alse fell well below their
average level in 2000 and prompted an inereased
velume of corperate bend issuanece. Faverable eondi-
tiens in the eerperate bend market led t6 a substantial
paydewn ef semmercial paper last year; hewever, a
eensiderable number ef corperate debt downgrades
and investers’ inereased aversien e risk alse een-
tribuied te the runeff. The terrerist attasks and reve-
latiens of 88%[38@%6' aceeuniing irreglarities alss
H@iggh%%ﬂ%ﬁ {nvestors' pereeptiang of Fisk last year,
and vields on bBelew-invesiment-grade SOrparaie
Bonds rese Hrougheut much of the vear and wers
somewhat velatile:

Aside from loan losses, the economic slowdown
and changes in market interest rates had a number
of other effects on banks’ balance sheets last year.
Lower shori-term interest rates spurred a sharp
increase in core deposits, which provided banks with
plentiful, low-interest-rate funding, even as their asset
growth slowed between 2000 and 2001. Lean grewth
was restrained, largely beeause of redueed demand
for commereial and industrial leans asseeciated with

pankymes{othbality 19&5&-@ 1985:2001




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.

the sluggish economy and a paydown of such obli-
gations with the proceeds of bond issuance. However,
a strong residential real estate sector continued to
generate substantial credit demands, which banks
helped meet both by direct lending and by accelerat-
ing acquisitions of mortgage-backed securities. Sub-
stantial retained earnings and the increased share of
gevernment ageney securities (whieh have lewer
capital eharges than leans) in banks® pertfelies eon=
tributed te an inerease in risk-based eapital raties.
According to the FDIC, four banks failed and
required government assistance to dispose of their
insured deposits and assets last year, down from
seven in 2000. Although the amount of assets held at
the time of failure, $1.8 billion, was a tiny percentage
of total industry assets, it was more than four times
greater than the previeus year. The number of com-
mereial banks that merged, were bought eutright, ef
otherwise ehanged their eharters fell frem 475 in
2000 te 376 in 2001. Meanwhile, 149 new banks
were ereated in 2001, dewn frem 217 in 2000 and the
fewest sinse 1995. The result was a reduetien in the

3. Number of bankkarhd share of a3setdNumber of banks and share of assets

at the largest banks, 19%5-2001
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NOTE. For definition ofibank size, see text note 1.

number of commercial banks operating in the United
States, to 8,129 as of December 31, 2001 (chart 3).
Mergers between Chase Manhattan and Morgan
Guaranty and between U.S. Bank and Firstar Bank
enlarged the share of bank assets held by the 10
largest commescial banks from 38 percent in 2000 to
40 percent in 2001. Howevex, the share of assets held
by the 100 largest banks edged up enly slightly, to
73 pereent.

The number of mergers between bank holding
companies (BHCs) declined from 180 in 2000 to 155
in 2001, and the share of banking and nonbanking
assets held by the top 50 BHCs ticked up, to almost
78 percent last year. However, newly created BHCs
pushed up the total number of BHCs by 11 over the
year, to 5,943. Finally, the number 6f BHCs that have
acguired finaneial helding eempany status, whieh
inereases the seepe of their allewed astivities under
the Gramm-Leach-BIifRy Aet, rese 6 672 in 2001
frem 552 at the end ef 2000.

BAMIANCE SHEET, DEVELOPMENTS.

Total bank assets grew 5.2 percent in 2001, down
from 8.7 percent in 2000 but about equal to the pace
in 1999 (table 1). The slowdown was caused entirely

1. This count oficommercial banks, derived from Call Report data,
may vary slightly from measures, such as those in the Federal
Reserve’s Alwwat:! Regoott, 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:


http://www.federalreserve.gov/fomc/fundsrate.htm
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Percent
Mawo:
Dec.
2001
Ttem 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 (billions
of
dollars)
Assets 2.19 5.68 8.06 7.55 6.10 9.23 8.25 5.43 8.74 5.22 6,492
Interest-earning assets 2.56 6.43 5.29 7.77 5.79 8.67 8.29 5.83 8.72 4.03 5,582
Loans and leases (net) -1.04 6.05 9.83 10.53 8.12 5.33 8.90 8.03 9.34 1.79 3,778
Commercial and industrial —4.10 52 9.33 12.26 7.24 12.02 12.94 7.88 844 -6.63 975
Real estate 1.94 6.13 7.90 8.32 5.45 9.30 7.99 12.22 10.71 .77 1,787
Booked in domestic offices 2.57 6.17 7.64 847 5.51 9.52 7.97 12.36 10.99 7.85 1,754
One- to four-family
residential 7.53 11.08 10.09 10.05 4.66 9.67 6.36 9.70 9.24 5.56 959
Other -2.86 22 4.35 6.24 6.75 9.32 10.29 16.06 13.28 10.75 795
Booked in foreign offices -17.80 4.67 18.35 2.81 3.18 34 8.79 6.28 -1.62 3.94 33
Consumer -1.66 9.06 16.01 9.50 49 219 99  -1.47 8.06 4.39 611
Other loans and leases —4.24 9.98 5.29 14.23 22.28 -7.91 14.06 6.69 8.06 -2.18 479
Loan-loss reserves and
unearned income -4.85 -5.82 221 .25 -06 -49 3.47 2.35 8.02 12.60 74
Securities 12.29 12.26 —4.14 57 .86 8.85 8.40 5.11 6.35 7.64 1,312
Investment account 11.44 8.11 -1.73 -1.58 -1.10 8.66 12.06 6.68 2.85 9.32 1,157
U.S. Treasury na. na. na. 1921 -14.28 -8.86 2517  -1.89 -32.72  -40.50 44
U.S. government agency and
corporation obligations na. na. na. 6.43 3.63 14.18 17.00 1.83 3.75 13.39 701
Other na. n.a. na. 4.20 1.83 11.20 26.99 20.90 13.37 12.58 412
Trading account 21.01 51.84  -20.46 18.51 14.44 10.00 -13.32 -6.93 37.16 -3.48 155
Other 1.89 810 3.30 8.60 1.04 38.55 380 837 10.29 13.03 492
Non-interest-earning assets -65 -30 31.61 6.06 8.28 13.04 7.98 2.81 8.87 13.16 910
Liabilities 1.35 5.12 8.31 717 5.96 9.12 8.13 5.57 8.58 452 5,904
Core deposits 5.09 1.49 -17 3.96 413 452 7.05 23 7.53 10.74 3,186
Transaction deposits 14.62 5.47 -32 -3.09 -3.44 455 -1.41 -8.97 -1.31 10.16 739
Savings and small time deposits 18 -85 -07 837 835 9.03 10.73 3.80 10.53 10.92 2,448
Managed liabilities .07 12.30 17.58 10.44 9.66 13.83 9.60 15.50 8.79 -2.82 2,302
Deposits booked in foreign
offices -5.85 15.06 30.89 5.13 427 11.13 8.71 14.60 7.84  -10.97 629
Large time -26.20 -921 8.72 19.61 21.17 20.14 9.09 14.19 19.35 -3.75 542
Subordinated notes and
debentures 34.90 10.82 9.23 6.61 17.74 21.05 17.00 5.07 13.98 9.57 95
Other managed liabilities 6.94 22.18 12.91 11.24 821 12.23 9.88 17.69 3.91 2.33 1,036
Other -1.02 15.30 79.17 20.46 2.60 23.79 8.58 -&.41 15.40 3.24 416
Equity capital 13.75 12.58 5.24 12.00 7.73 10.45 9.61 3.94 10.48 12.80 588
Mswio
Commercial real estate loans —4.03 -.60 4.01 6.34 7.67 10.12 11.37 15.42 12.14 12.66 808
Mortgage-backed securities na na. na. .67 2.06 14.15 22.12 -3.34 3.28 30.17 604

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

Measured as the sum of eonstruetion and land d@vel@égﬁém _']'@ar%ém%'@@u

Fed

Measured as the sum of deposits in foreign offices, lahgatainerdnagsidiabilities: by eal estate; real estate loans seeured by nonfarm nonfesidential properties;

domedtieastiiedsasdeeralrfuntideposhasin fandi gecoffices, daldeutidee depositsaie
dgraestientsffibas afed eretefundaqlitchdse d Jahd Teeasritiessuble dindeedraptes hasaé
dghrarnents, adehuthdr atesovsedechdacie U.S. Treasury, subordinated notes and
debentures, and other borrowed money.

by a deceleration in the growth of total loans and
leases to 1.8 percent, a level well below the average
of 8.7 percent over the past two years. Acquisitions
of mortgage-backed securities boosted growth in
securities held, even as U.S. Treasury securities on
bank balance sheets continued to run off,

The expansion of total loans and leases was not
spread evenly across types of loans. Commercial and
industrial lending contracted over the course of
the year, as banks" lending standards tightened and
demand for shori-term credit declined. Real estate
lending, beth cemmereial and residential, continued
to grow smartly with the support of falling interest
rates. Seme slewing in eensumer berrowing and an
inerease in sesuritizations held dewn grewth ef een-
sumer leans en banks® balanee sheets:.

real estate loans seeured by multifamily residential properties; and leans to
finanee eommereial real esiate; eonstruetion, and land develepment aetivities
not seeured by real estate.

Growth of bank liabilities slowed to 4.5 percent
in 2001. The 10.7 percent surge in core deposits
(transaction, savings, and small time deposits)
reflected the sharp drop in shori-term interest rates
last year and the resulting dramatic reduetion in
the opportunity cost of helding liguid depesits.
These inflows allowed banks te pay down maf-=
aged liabilities, whieh declined for the first time in
several years. The ratie ef eapital te risk-weighted
assets rese steadily ever the eeurse of the year. This
advanee was due ie an 8.5 pereent inerease in ter 1
eapital (primarily eemmen equity) and a reduetion
in the average capital charge en Banks' asseis resull-
ing frem an iRcrease I e share of ageney SseHr-
ties and 2 drep in the share of 18ans 1A PaRKS'
partfeligs:

al estate loans:



Loans to Busiinessess

Commercial and industrial (C&I) loans declined
6.6 percent in 2001. The contraction accelerated over
the course of the year, from a 2 percent annual rate
in the first quarter to an 11 percent annual rate in the
fourth quarter. The runoff in C&I loans occurred
against a backdrop of both tightened loan standards
by banks and decreased loan demand by firms. (Infor-
fiatien en standards and demand is from the Federal
Reserve’s Seilor Lean Officer Opinien Survey of
Bank Lending Prastises—informally, the bank lend-
ing praetices survey, e BLPS—\hieh eevers abeut
sixty large demestie banks.)

To some extent, the decline in demand for bank
credit was part of an overall ebbing of demand by
nonfinancial firms for outside fimancing. Inventories
declined substantially, and the financing gap nar-
rowed as firms reduced capital spending relative to
their internally generated funds (chart 4). Demand for
C&l loans was also trimmied by paydowns frem the
proceeds of bend issues as firms teek advantage of
lew leng-term rates te leck in funding. Acserdingly,
the deeline in C&I lending was eeneentraied at larger
banks, whieh previde leans te firms mere likely te
have aceess to Bend markets: C&! leans dssreased
9.6 pereent at the tep 100 Banks but rese 6.2 pereent
at eiher Banks. At the smallest banks, these net
ranked in the {ep 1,000, C&! lending grew i4.6 @Befz
eent, snly a slightly smaller inerease than in 2000

The contraction of C&I lending last year also
reflected more conservative lending practices by

banks (see box “Effect of Lending Standards on
Business Loan Growth'). The share of BLPS respon-
dents that reported tightening their business lending
standards for C&I loans was elevated relative to
historical levels (chart 5, middle panel). Indeed, more
than 80 percent of banks reported that they had
tightened standards at least once during 2001 and no
banks reporied that they had eased standards. The
share of banks reporting having tightened standards
peaked in the January 2001 survey and, execept for a
jump in the Octeber survey, generally declined there-
after. The October bump likely reflected the fiinancial
turmeil and eeenemie unecertalnty surreunding the
September 11 terrorist attack (see bex “Effests ef
September 11”). Lean terms were alse tightened
last year, mest frequently By inereasing premiums
sharged en riskier 1eang and raising spreads ef lean
rates ever the banks' eest af funds: The megt com-
Mmen reasen Banks gave fer tighiening ferms and
standards was & less faverable econsmie ouilosk;

5. Cé&hdodn deddahdoanddemasdbseld¢eteds trmdedected banks,
large and medium-sized borrowers,

4. Financing gap at nonfahartnonfinancial corpodatidgisancing gap at nonfarm nonfinancial corporations,

19912001

NOTE. 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).

NOTE. Net perc
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 on
Bank Lending Practices.”

ge is the perc ge of banks reporting an increase in



followed by worsening industry-specific problems
and reduced tolerance for risk.

Evidence from special questions in the BLPS sheds
more light on how changes in the cost of credit
depended on risk and industry. In May, banks were
asked how terms on commercial paper backup lines
had changed over the preceding year, They indicated
that firms with an A2/P2 rating were moxke likely to
have faced higher spreads, higher fees, and a redue-
tien in the size ef their eredit lines than firms with an
A1/P1 rating. In the August survey, mere than half
of the respendents indieated that, during the previeus
twelve menths, they had tightened lending standards
fmere fer firms 1A the high-leeh sesiers than fef firms
in ether industries: In respense i@ a guestien o
ehanges e the Banks’ iniernal ratings for C&! leans
in the Osteber shrvey. banks indicaied that 1sans {8
geriain industries, syeh as commercial airlines and
Rondefense aerospace; were mere likely {8 Rave been
downgraded than 18ans 18 firms iR Sther ndusires:

Banks also tightened terms to high-risk borrowers,
according to the Federal Reserve's quarterly Survey
of Terms of Business Lending (STBL). For loans not
made under commitment, the terms of which are
meotre likely to reflect the banks® current outloek than
these for loans made under previously commitied
credit lines, the average spread on low-risk leans
remained within a range typieal of the past five years,
while the average spread en high-risk leans een-
tinued te trend up, reaching the highest peint sinee
the risk ratings were added te the survey i 1997
(ehart 6).

In contrast to C&I lending, commercial real estate
lending was fairly strong last year, although down
from 2000. Nonfarm nonresidential loans, which
constituie about two-thirds of total commercial real
estate lending, grew nearly 9 percent during 2001,
down from about 12 percent in 2000, while construic-
tion and land development lending expanded 19 pet-
cent, abeut the same rate as in 2000. Hewever,
growth of eonstruction lending deslined ever the year
as vaeaney rates rose and office eonstruetion waned.:
Grewtih of lending fer multifamily strustures, the
smallest eempenent ef semmereial lending, deslined
te half of its rate ef expansien the previeus year.

Most of the slowing in commercial real estate
lending was at the top 100 banks by assets, where

2. Loans in the STBL receive risk ratings ranging frofnoté: to 5,
which correspond, respectively, to minimal risk, low risk, moderate
risk, acceptable risk, and classified. For more information on loan
rating categories in the STBL, see Thomas F. Brady, William B.
English, and William R. Nelsom, “Recemt Changes to the Federal
Reserve’s Survey ofi Terms of Business Lending,” Feddeat:! RBgssrve
Bullgenin, vol. 84 (August 1998), pp. 604-13.[endofnote.]

6. C&l loarchate sprefds gtdtikanbyteidpreads at banks, by risk,

1997:Q2-2002:Q1

NOTE. Lower-risk loans are rated 1 or 2. Higher-risk loans are rated from 3
to 5. Loans shown were not made under commitment. Spreads are over the
market interest rate on an instrument of comparable maturity. For definitions
of risk ratings, see text note 2.

SOURCE. Results for domestic banks in “Survey of Terms of Business
Lending,” Federal Reserve Board.

growth fell below 5 percent. Indeed, large banks
reported that they had tightened standards and faced
weaker demand (chart 7). On net, about 78 percent of
banks responding to the BLPS indicated that they had
tightened standards on commercial real estate loans
at some point in 2001. Although a handful of banks
in each survey reported facing stronger demand, an
average of 35 percent of banks, on net, indicated that
demand had weakened over the preceding quarter.
In partieular, respondents to6 a special question in the

2] Loans in the STBL receive risk ratings ranging f

NOTE. Net perc ge is the perc ge of banks that reported a tightening
of standards less the percentage that reported an easing.

SOURCE. Federal Reserve Board, “Senior Loan Officer Opinion Survey on
Bank Lending Practices.”
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The recent weakness in C&I loans has been mirrored in the
contraction of a broader measure, total committed business
lending facilities, which is defined as the sum of C&I leans
and unused C&I loan commitments at commeicial banks
(chart A). Using data from the Federal Reserve’s Senior
Lean Officer Opinion Survey on Bank Lending Practices
(BLPS), we can identify the seurces ef this slewdewn at the
individual bank level. Other researcheis have linked meve-
fents in aggregated survey respenses te the grewth of tetal
bank Business IeA@IAY. Here we use individual bank
responses in an attempt to parse the change in committed
lending facilities into changes in supply and demand.

Of the banks that responded to every one of the BLPS
during the past two years, 29 percent reported that they had
tightened C&I lending standards no more than once, 24 per-
cent reported tightening two or three times, and 46 percent
tightened four or more times (table A). The largest banks in

1. Cara S. Lown, Donald P. Morgan, and Sonali Rohatgi, “Listening to
Loan Officers: The Impact of Commercial Credit Standards on Lending and
Output,” Federal Reserve Bank of New York, Econamitc Policy MRaview,
vol. 6 (July 2000}, pp. 1-16.[endofnote.]

A.  Growth of committed lendzinf facilities, 1990-2001

BUPu a6l gioRs P

NOTE. Committed lending facilities is the sum of: C&I loans and unused

C&I loan cammitments.

May BLPS reported weaker demand for commercial
real estate loans in sectors such as office buildings,
hotels, and retail establishments and slightly stronger
demand for loans for multifamily dwellings.

Growth in commercial real estate loans at banks
other than the top 100, which are not included in the
BLPS, was 18 percent. The high growth at smaller
banks continues a five-year trend that increased the
share of commercial real estate loans in total assets of
such banks to 21 perceat at the end of 2001.

A. Distribufiableot banks Distrdnavoth of bamdingafscdrtiosh of lending facilities,

by number of tightenings of credit standards, 2000-01

Percent

Item 0-1 2-3 4 or more
Banks 29.3 24.4 46.3
Lending facilities:
2000 6.4 5.5 4.7
2001 3.8 -1.3 4.0

NOTE. Banks are those that responded to all surveys in 2000-01.
SOURCE. Federal Reserve Senior Loan Officer Opinion Survey on Bank
Lending Practices; Call Report.

the survey were generally among those that tightened their
business lending standards at least four times.

As shown in the table, reported changes in standards
appear to be reflected in changes in the growth rate of
lending facilities. Business lending facilities at banks that
tightened two or more times during the past two years
shrank in 2001 after posting moderate growth in 2000, The
continued growth of business lending facilities in 2001 at
the least restrictive banks, albeit at a slower pace than in
2000, suggests that some berroweis had shifted from more
festrletive to less restrictive banks.

Chart  To examine more formally the relationship betwlen safRwth of committed lenc

ply conditions and the growth of committed lines and to
account as well for changes in reported demand, we used a
regression model. We constructed a sample of all banks that
participated in the BLPS for at least twelve consecutive
quarters from 1991:Q3 to 2001:0Q4, a selection that yielded
a sample of 79 different commercial banks and alimost
2,200 bank-quaiter observations.

We then analyzed the annualized quarterly growth rate of
business lending facilities at each bank using four indicator
variables for supply and demand. The two demand variables
indicated whether the bank reporfted stronger or weaker
demamnd for C&I loans and credit lines during the quarter.
The two supply variables correspond to whether a bank
reported that it had tightened or eased credit standards
during the guarter. The ceefficient en each ef the four
vafiables had the expeeted sign, and the ceefficients were

statistically significant at conventienal levels (table B).[endofbox ]

Loars to Aomseholds

With the economy weakening, the growth of residen-
tial mortgage loans slowed in 2001 from the very
rapid pace of the preceding two years but remained
brisk at 5.6 percent. Residential mortgage lending
was supported by historically low mortgage interest
rates and a surge in refinancing activity. The refinanc-
ing index of the Mortgage Bankers Association
reached its highest level in more than a decade

Lending
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BableRBgreRagressialy sanalysis

Variable Coefficient Standard error
Stronger demand 2.2 1.0
Weaker demand 6.2 11
Tightened standards 7.1 1.3
Eased standards 41 1.6

NOTE. Sample included 79 banks with at least 12 consecutive quarters of
survey data from 1991:Q3 to 2001:Q4. The dependent variable is the
annualized growth of committed lending facilities.

Using these estimates of the bank-level effects, we con-
structed estimates of the aggregate quarterly effect of
reported changes in supply and demand conditions on the
growth rate of business lending facilities at banks in the
panel, For example, in any given quarter, the aggregate
effect of banks reporting stronger demand was calculated as
the share of total business lending facilities at banks that
reported stronger demand multiplied by the coefficient on
the eerrespending indieater variable. This value is shewn
by the shaded bars in the tep panel ef ehart B, and the epen
bars shew the agaregate effest en the grewth ef business
lending faeilities of Banks reperting weaker demand.

As shown, reported weakness in demand is estimated to
have reduced the growth rate of business credit facilities at
surveyed banks since the end of 2000 an average of about
3.5 percentage points per quarter at an annual rate. The
estimated contribution of supply factors is shown in the
bottom panel of chart B. The results suggest that more
restrictive supply conditions could account for a reduetion
of growth at surveyed banks of about 4.5 percentage poifts
per guarter at an annual rate on average since the beginning
ef 2001.

The growth of lending facilities also is affected by the
availability of creditworthy borrowers. Thus, to the extent
that banks tightened standards in response to a worsening of
corporate balance sheets, these results will overstate the
amount of credit stringency that has originated in the bank-
ing sector because some firms that had wanted to borrow
would no longer be creditwoithy even if standards had
refhained unechanged. Alse, the responses to the BLPS refer

(chart 8). BLPS respondents indicated that many
of their customers drew on the equity value of their
homes by increasing the size of the loan when they
refinanced, contributing to the growth in morigage
debt last year and supporting consumer spending.
Half of the survey respondents said that more than
20 pergent of their morigage customers increased the
size of their mertgage loan by an ameunt typleally
ranging between S pereent and 15 percent ef the
eutstanding lean ameunt. Banks indicated that debt

only to changess in bank lending standards and observed
demand, not to the underlying levels of credit standards and
demand. For example, banks likely had already tightened
credit standards significantly before the survey question on
changes in credit standards began appearing regulafly in
1990:Q3.[endofbox.]

B. CahmibBtiornCehteipurtioh dfarepes teddemagd ssimldemand and

supply to growth of committed lending facilities,
1990-2001
Dhs::d

NOTE. Changes in supply have been reported since 1990:Q3, whereas
banks were not consistently asked to report changes in demand until
1991:Q3.

repayment was the most common use of funds
obtained from mortgage refinancing. According to
the BLPS, banks kept their standards for residential
mortgages essentially unchanged last yeat.

Although the growth of home equity loans was
not as exceptional as in 2000, it reached 21 percent
during 2001. Indeed, expanding at more than a
30 percent annual rate in the third quarter, home
equity lending picked up even as other residential
housing lending was slowing. Households tapped
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their home equity lines in volume at the same time
that they were using some of the proceeds of the
heavy mortgage refinancing to consolidate debt. This
high rate of growth led the ratio of outstanding home
equity loans to total loans to exceed 4 percent for the
first time.

Information on banks’ securitization of residential
loans became available on the Call Report last year.
At year-end, the outstanding principal balance of
single-family first-lien residential loans that banks
had sold or securitized was about equal to the value
of such assets that remained on their books. A mtich
smaller share of home equity loans is securitized—
only 12 pereent of the value ef heme egquity leans
held by banks at the end ef 2001.

Total consumer loans originated by banks that were
either held or securitized grew 7.6 percent over the
course of the year, a pace down only slightly from
that in 2000 despite the reported debt consolidation
associated with mortgage refinancing noted earliet.
The growth in consumer lending was propelled
largely by the origination of credit card loans, which
expanded 10.1 percent for the year. The share of
eensumer leans that was seeuritized, mest ef whieh
are eredit eard leans, climbed te a reeord 35 pereeit
of all eensumer lsans in the seeend half ef the year.
Censumer leans held By banks inereased 4.4 pereent
in 2001.

In contrast to commercial loans, relatively few
banks acted to restrain consumer lending last year.
The net share of BLPS respondents that reported
tightening standards for approving credit card appli-
cations or for approving other consumer loans gener-
ally remained between 10 pereent and 20 percent for
each type of lean during each quarter ef 2001
(ehart 9). The mest eommen methed for tightening

NOTE. Net perc ge is the perc

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

SOURCE. Federal Reserve Board, “Senior Loan Officer Opinion Survey on
Bank Lending Practices.”

D

lending terms was to increase the minimum required
credit scores and to increase spreads on loans over
the bank's cost of funds.

Other Loamns and [eases

Other loans and leases contracted 2 percent during
2001. Leases grew at a 2 percent annual rate, a
further deceleration from their historically slow rate
of growth in 2000. As many leases are made to
businesses, the deceleration may be a result of the
general economie slowdewn and the reduetion in
business spending. The slew growth of leases may
alse be part of a meve by seme banks t6 reduee of
diseontinue their autemebile leasing astivities, as
they have feund that prefit margins were belew
expestations. Lending te ether depesitery instity-
tiens, the seeend largest item in this eategery after
leases, deslined ever the year as did agreuliural



Effects of September 11

The terrorist attacks of September 11 significantly disrupted
the payments system and caused temporary distortions to
bank balance sheets. Banks had the fliexibility to absorb
these shocks, however, and their effects dissipated quickly.
The effects on the secondary markets for loans and on
banks® perceptions of risk were lenger lasting, but these,
toe, had diminished by the end ofithe year.

Weekly data for the domestic offices of large domesti-
cally chartered banks show that, between September 5 and
September 12, the disruption of the payment system caused
bank balance sheets to balloon. On the asset side, lending
in the form of federal funds and repurchase agreements
with other commescial banks rose from $87 billion to
$190 billien, and “other loans,” mainly unplanned over-
drafts, inereased from $79 billien te $162 blilien. Cash
assets, whieh inelude balanees due frem other depesitery
institutions and depesits at Federal Reserve Banks, fese
frem $165 billien te $223 billien, in large part beeause ef
the massive previsien ef reserves By the Federal Reserve
fellewing the atiacks. 1.eans te purehase oF earry sesurities
fese from §13 billien te 847 billien. C&! leans went up
$15 Billien as the temperary elesing of the commereial
paper market fereed some issuers 8 tap Backup lings of
gredit. On the liability side, transaction depesits soared
§184 billien, while berrewing from Banks and borrowing
from athers each increased aBout $56 bitlian:

These changes were rapidly reversed. Cash assets, “other
loans,” and C&I loans returned to normal levels by Septem-
ber 19. Federal funds and repurchase agreements decreased

1. See also “Monetary Policy Report to the Congress,” Federal Reserve
Bullktii, vol. 88 (March 2002), pp. 141-72, especially the box “Monetary
Policy after the Terrorist Attacks™ (p. 142).[endofnote.]

lending and lending for the purchase or carrying of
securities.

Securities.

Banks' holdings of securities expanded 7.6 percent
last year, 1.3 percentage points more than in 2000.
The growth was entirely in banks’ investment
accounts, as security holdings in trading accounts ran
off last year after a rapid expansion in 2000. At
year-end, 22.8 percent of banks® assets consisted of
securities, a share in line with historical norms but
the highest propertien since the fourth guarter of
1999 (ehart 10).

Banks' investment accounts grew 9.3 percent dur-
ing 2001. Most of this increase was due to mortgage-
backed securities, which expanded 30 percent and

[Beginning of box:]
$68 billion in that week but remained slightly elevated for
another few weeks. Transaction deposits declined $113 bil-
lion between September 12 and September 19. Borrowing
from banks completely reversed the previous week’s
increase, while the volume of borrowing from others
returned about one-third of the way back to its level on
September 5.

In late September, the Board informally contacted several
banks that participate in the Federal Reserve's Senior Loan
Officer Opinion Survey on Bank Lending Practices (BLPS)
to assess changes in their outlook regarding the business
climate in the wake ofithe attacks. The impression emerging
from these consultations was that the banks generally had
not changed lending standards, although they had tightened
loan covenants somewmhat. Several banks noted a decrease
in loan demand following the attacks, even as they noted
a tendensy for riskier firms te inerease the use of their
eredit lines. Banks reperted that internal ratings were being
assesaed ease By ease, altheugh ne ratings had been shanged
as of that date. IR the next regularly seheduled BLPS,
eonducied in Oeteeh, the pereeniage of banks fepefting
tHghtening terms and standards for C&I 1eans, whieh had
been deelining. meved Hp. Banks primarily eiied deterigra:
tien in eeenamic eonditions as & reasen fof fighteRing:

The October BLPS also asked banks whether they saw
any persistent effect on the secondary market for loans from
the events of September 11. Sixty-four percent of banks, on
net, indicated that trading volume in the secondary loan
market had declined, and 62 percent, on net, indicated that
bid-asked spreads had inereased. However, bidl-asked
spreads in the secondafy market had largely returned to
late-August levels by Januafy 2002, aceording te fr4de
asseeiation reperts.[endofbox ]

climbed as a share of investment account securities
from 44 percent in the fourth quarter of 2000 to
52 percent in the fourth quarter of 2001. Treastry
securities, by contrast, fell 40 percent, to only 4 per-
cent of investment securities holdings at year-end,
dewn from 29 percent in 1991,

The strength of the residential mortgage market in
2001 boosted volume in the mortgage-backed securi-
ties market. At the same time, the paydown of the
federal debt last year reduced relative rates of return
available on Treasury securities. The shift in the
relative return likely provided some of the motivation
for the shift in banks’ security heldings from Trea-
sury seeurities to mortgage-backed securities.

A large share of the investment portfolio (that
designated “available for sale””) must be marked to
market; declines in intermediate and longer-term
interest rates during the second half of 2000 raised

Effects of September
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the market value of securities held in investment
accounts to above book value in the first quarter of
2001. With short- and intermediate-term rates falling,
the rise in the ratio of market value to book value
continued during the course of the year and accounted
for about 1.6 percentage points of reported growth
of the value in investment account securities in 2001.
These unrealized gains contributed to the rise in
equity capital last year (see below).

Liabilities.

Deposit rates moved down last year, but in the case of
liquid deposits, by less than the substantial decline in
shorter-term market rates induced by the policy eas-
ings. As the opportunity cost of holding these depos-
its declined, the growth of core deposits accelerated
from 7.5 percent in 2000 to 10.7 percent in 2001, the
fastest pace since 1986. The pickup in transactien
deposits was almeost entirely in the feurth quarter,
when these aseeunts grew at a stunnlng 59 pereent
anfyal rate, pessibly as part of an effert By businesses
te inerease their liguidity: Savings depesits insreased
rapidly ever the eeurse ef the year, while small time
depesiis deelined (chart il). Cere depesiis at year-
end represenied 54 pereent of Bank liabilities, the
Righest share sinee the financial market disrypiiong
during the feurh quarier af 1998.

Given the strong inflows of core deposits, banks
reduced their managed liabilities 2.8 percent, thereby
partly unwinding an 8.8 percent jump in 2000. Much
of the runoff was in the fourth quarter, when trans-
action deposits surged. Most of the components of
managed liabilities followed a similar pattern. For-
eign deposits, the largest component, declined the

most, 11 percent. Domestic large time deposits eked
out weak growth in the first two quarters before
declining in the second half of the year; the declines
were at the largest 100 banks, where managed liabili-
ties fell 5 percent over the year. At banks not in the
tep 100, managed liabilities rose 8 percent, which
was still a deceleration from the 20 percent increase
pested i 2000.

Capital.

Equity capital advanced nearly $67 billion, or
12.8 percent, in 2001, the fastest growth since 1992.
Net income, after taxes, increased $5.7 billion, to
$75 billion, allowing banks to boost retained ificome
$3 billion, to $20 billion, even after dividends were
increased. Paid-in capital increased $41 billion, of
which abeut $25 billion was atiributable to new capi-
tal. Capital infusiens by the banks’ parent helding
cofmpanies centributed $17 billien te Aew eapital, the
largest dellar inerease in ever a deeade. The remain=
ing expansien i paid-in eapital was due t8 an
inereage in value atributed te geedwill. Unrealized
%ﬁlﬁ@ en available-fer-sale sesurities aceeunied fer
4 Billien of 1ast year's inerease In equity sapital.

Virtually all assets in the commercial banking sys-
tem were at well-capitalized banks (chart 12, top
panel), and the average margin by which domes-
tic commercial banks remained well capitalized
increased after a slight decline in 2000 (chart 12,
bettem panel).

3. Well-capitalized banks are those with a total capital ratio
greater than 10; a tier 1 ratio greater than 6; a leverage ratio greater
than 5; and a composite CAMELS rating of 1 or 2. Each letter in the
CAMELS stands for a key element of bank ffivancial condition—

[note:
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NOTE. For the definition of well capitalized and of the margin by which
banks remain well capitalized, see text note 3.

NOTE. For the definition of capital ratios, see text note 4.

Derivatives.

The use of off-balance-sheet derivatives contracts
at banks has continued to increase. The fair value, or
replacement price, of banks' derivatives contracts
that had positive value was $643 billion at the end of

over Therjsagitglepews8hercantodercahetapaskpyeatedwhillast year, which is equivalent to about 10 percent

8.1 petieent. 2 capital expanded

Banks shifted their asset portfolios away from
loans and leases, most of which have full risk
weights, and toward government and agency securi-
ties, which have lower risk weights. This shift caused
risk-weighted assets to grow 2 percentage points less
than total assets and caused the ratio of tier 1 capital
to risk-weighted assets to grew steadily ever the year
(chart 13). The ratio of total capital to risk-weighted
assets inereased 60 basis peints between the fourth
guarter of 2000 and the feurth guarter ef 2001. The
leverage fatie, whieh dees et take aseeunt of the
§Hifﬂﬁ% mix of Bank assets, inereased just 8 basis
peiis:

capital adequacy, asset quality, management, earnings, liquidity, and
sensitivity to market risks. The average margin by which banks
remained well capitalized was computed as follows. First, among the
leverage, tier 1, and total capital 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 margin is
then defined as the percentage-point difference between its tightest
capital ratio and the corresponding regulatory standard. The average
maargin among all well-capitalized banks—the measuie referred to in
the text—iis the weighted average of all the individual margins, with
the weights being each bank’s share of the total assets of well-
capitalized banks.[endofnote.]

4. The tier 1 ratio is the ratio of tier 1 capital to risk-weighted
assets, and the total ratio is the ratio of the sum of tier 1 and tier 2
capital to risk-weighted assets. Tier 1 capital consists primarily of
common equity (excluding intangible assets such as goodwiill and
excluding net unrealized gains on investment account securities classi-
fiedl as available for sale) and certain perpetual preferred stock. Tier 2

of bank assets. Banks a$sd had derivatives contracts
with a negative fair value of $612 billion. The result-
ing net fair value of $31 billion is a marked inerease
frem $2 billien in 2000 and was the largest ameunt
sinee infermatien beeame available en the fair value
of derivatives eeniraets in 1995.

The notional value of the derivatives contracts—
the value of the underlying assets used to compute
the stream of payments that the derivatives contract
is expected to produce—was about $45.5 trillion, or
about seven times the value of bank assets in 2001,
By comparisen, in 1997 the netional value was about
$25.5 trillien, of five times the value of bank assets.
Use of derivatives eontracts remains highly eeneen-
trated, with the ten largest banks helding 97 persent
of derivatives centracts by either netienal value ef
gress fair value.

The three most common types of derivatives con-
tracts are forwards, options, and swaps. Forwards are
agreements to buy or sell something for a designated

capital consists primarily of subordinated debt, preferred stock not
included in tier 1 capital, and loan-loss reserves. 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
[pattential credit exposure posed by the item) by the risk weight fér
each category. The risk weights rise from zero to 1 as the credit risk of
the assets increases. The leverage ratio is the ratio of tier 1 capital to
average tangible assets. Tangible assets are equal to total assets less
assets excluded from commom equity in the calculatiom of tier 1
capital.[endofnote.]

percen

The tier 1 ratio is tt



price at a particular future date. Options give the
holder the opportunity to buy or sell an asset for a
designated price by a particular future date. Swaps
can be viewed as a combination of several forward
contracts generally involving the exchange of the
streams of payments from two undetlying assets.
Swaps accounted for 56 percent of all bank deriva-
tives contracts by netional valye.

Banks employ derivatives contracts in several
areas. Interest rate contracts are by far the most
common and comprised about 84 percent of the
notional value of all bank derivatives contracts in
2001. This share has been rising steadily over the
past decade. Swaps are the most common type of
interest rate contract. Foreign exchange contracts
coftinue to be the second most impertant category of
derivatives eentraet, altheugh the netienal value ef
the eentracts held By the banks has plateaued ever the
last several years. Sixty-eight pereent ef fereign
exehange eentracts held by banks are ferward &en-
traets. Eauity and eemmedity eeniraets had been
inereasing rapidly in imperianee at Banks unill last

ygar, when their valug fell, likely beeause ef the
Eléeliﬂe in the value ef eaumeg and sommedities:

The least common category of derivatives held by
banks, credit derivatives, are usually structured so
that the seller (guarantor) pays the buyer (benefi-
ciary) in the event that an asset held by the benefi-
ciary goes into default. Banks act as guarantors on
some contracts and beneficiaries on others. In the role
of beneficiary for these derivatives, banks reduee the
risk associated with their leans while maintaining a
relatienship with their berrowers. When acting as the
guaranter for these eentraets, banks use their eredit
evaluatien skills te diversify risks witheut making
fnew leans. Currently these eentraets are less than
1 pereent of the total Retienal value of Panks’ dlsriva-
five eentraets. Last y%ﬁf was the first sinee 1996
(when data beeame available) in whieh the netignal
value of Banks' eentracts a3 gHarantors (whieh rege in

2001) exceeded the notional value of their contracts
as beneficiaries (which fell). The gross value of these
contracts was down slightly for the year.

TRENDS N PROFITABILITY .

Total net income of commercial banks rose 8 per-
cent in 2001, to $75.3 billion. A notable share of the
increase reflected the markedly improved profitabil-
ity of banks that had booked substantial one-time
charges in 2000. Despite the economic slewdown
and associated asset quality problems, the number of
banks that had negative net inceme remained abeut
unehanged frem 2000, at 624. Mereover, the banks
that lest meney held enly 1.3 pereent ef industry
assets last yeak, a sharp drep frem 4.7 pereent in
2000, and the smallest share sinee 1997.

Industrywide return on assets (ROA) edged up
1 basis point im 2001, to 119 percent (table 2). ROA
was bolstered by realized gains on imvestment
account securities generated by lower interest rates
and by a decline in noninterest expense, the latter
mostly reflecting the relative absence of resiructuring
costs at the largest banks. These developments were
just large enough te offset soaring provisions for loan
losses that were necessitated by the deterieration in
asset guality. In eentrast te 2000, when small banks
were the enly size greup ie shew profit gains, the
inerease in net ineeme was eeneentrated at the largest
Banks last year.

Although dividends grew 5 percent in 2001, these
payments, made primarily to parent holding com-

5. For more information on derivatives contracts at banks, see
English and Nelsom, “Profits and Balance Sheet Development at U.S.
Commexnciial Banks in 1997"; and Gerald A. Edwards, Jr., and
Gregory E. Eller, “Deriivatives Disclosures by Major U.S. Banks,
1995, Feedeals! Ressevowe Bulléting, vol. 82 (September 1996),
pp- 791-801.[endofnote.]

Tabléelectsdlentasnio cowd exapense boses demspasopiopooti assofsadePO—2002-2001

Percent

Item 1992 1993

Net interest income 3.89 3.90
Noninterest income 195 213
Noninterest expense 3.86 3.94
Loss provisioning .78 A7
Realized gains on investment account securities 11 .09
Income before taxes and extraordinary items 132 1.70
Taxes and extraordinary items A3 .62
Net income (return on assets) 91 1.20
Dividends 41 62
Retained income 49 .58

1994 1995 1997 2000 2001

3.78 3.72 3.73 3.67 3.52 3.52 3.43 3.45
2.00 2.02 2.18 223 2.40 2.65 2.58 2.54
3.75 3.64 371 3.61 3.77 3.76 3.65 3.58

28 .30 37 41 41 39 .50 .68
-01 .01 .03 .04 .06 .00 -04 .07
173 181 1.85 1.93 180 2.03 181 179

.58 .63 .65 .68 .63 .73 .63 .59
115 118 1.20 1.25 119 131 118 119

.73 .75 .90 .90 .80 .96 .89 .87
42 43 .30 35 39 35 29 32

[note:
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NOTE. Banks are ranked by market value, and stock prices are weighted by
market value.
SOURCE. Standard and Poor’s and Americann Manker.

panies, decreased 2 basis points as a percentage of
assets after having declined 7 basis points in 2000.
Because dividend growth trailed that of net income,
retained income rose from 0.29 percent of assets in
2000, the lowest level in a decade, to 0.32 percent
last year. A significant advance in equity capital at
banks last year eutstripped profit growth, and return
on equity fell abeut 40 basis peints, te 13.6 pereeiit.

In part as a result of their strong earnings perfor-
mance relative to some other sectors of the economy,
the stocks of the top 50 BHCs (by market value)
outperformed the S&P 500 in 2001 (chart 14). How-
ever, concerns about credit quality plagued these
companies all year, and the exposure of several of the
largest BHCs to Enron and Argeatina somewhat
damped investor eptimism late in the year. A broader
index of bank stoeks, encompassing the tep 225
BHCs, substantially eutperfermed the tep 50 BHC
index last year.

Intevestt Income: and Expense.

Gross interest expense dropped 14 percent relative to
2000, while gross interest income fell only 3.8 per-
cent, a differential resulting in an 8 percent increase
in net interest income. Interest-earning assets grew
only half that rate; as a result, the nearly decade-long
decline in industrywide net interest margins (NIM)—
the ratio of net interest income te average interest-
earning assets—was arrested, with the measure rising
5 basis peints, to 3.98 percent (chatt 15).

The increase in NIM was almost entirely attribut-
able to the ten largest banks, where it climbed

15. Net interest margin, by size@fabank, 1985-2001 15.

NOTE. Net interest margin is net interest income divided by average
interest-earning assets. For definition of bank size, see text note 1.

19 basis points, to 3.57 percent (chart 15). Much of
the increase at the ten largest banks, however, can be
explained by changes in the lineup of banks in the
group as a result of mergers during the year and a
very large increase at one other bank that was in the
greup in beth years. NIM also rose slightly at beth
large and medium-sized banks. By eentrast, weak-
ness during the first half ef the year catised NIM to
fall 15 basis peints, 16 4.41 percent, at small banks
last year.

Although NIM edged up over the first three quar-
ters of last year, on net, the bulk of the increase in
NIM occurred in the fourth quarter. The sharp and
unexpected drop in short-term interest rates afier the
terrorist atiack of September 11 may have benefited
baniks by temporarily trimming liability costs mere
rapidly than asset returns. Mereoves, the surge in
demand for cere depesits that resulted from lower
interest rates aned helghtened demand for safe and
liguid assets allowed banks te substitute this rela-
tively lew-interest-rate funding fer their higher-
yiglding managed liabilities:

NIM may also have been boosted by more restric-
tive lending practices. During the past several years,
a substantial majority of the largest commercial banks
has reported in the BLPS that they were widening
the spreads of business loan rates over their cost
of funds; in 2001, smaller fractions of banks also
indicated that they were inereasing spreads on
consumer leans. On the ether hand, the same banks
have alse been tightening lending standards, whieh
weuld tend te lewer the average interest raie spread
besause higher-quality Berrewers generally mefit
Betier terms:

Net interest ma



Nowiintenest Incomee and Expense.

The 5.4 percent growth of noninterest income at
commercial banks is slightly below that of the previ-
ous year and a marked slowdown from the double-
digit gains of the late 1990s. The ratio of noninterest
income to total revenue, which had been trending up
for most of the past decade, flattened out in 2000 and
slipped somewhat in 2001 (chart 16, top panel). The
slewdown in the growth eof neninterest inceme in
2001 reflests a desline in fiduelary ineeme, primarily
fees reeeived for serviees rendered By bank trust
departments (ehart 16, middle panel). 1n additien,
trading revenue inehed up just 1 pereent after twe
years of deuble-digit growih. By eentrast, depesit
fees rese 14 pereent as banks' reperied efforis ie
inereage feg inceme from ihese aceeunis appear ie
Rave berne fruit: Revenue from the sale and servicing
of mutual funds alse grew significantly, But that
aetlvity acegunis for less than 5 pereent of tofal
nBRiNtErest REsME:

Other noninterest income, which accounts for more
than 60 percent of total noninterest income, grew
5.2 percent in 2001, a pace about double that of 2000.
As of 2001, the Call Report contains much greater
detail on several components of revenue previously
aggregated in this category, as shown here.

Distribution of other noninterest income as a share
of total revenue,2D00}able.

Item Percent
Securitization income 4.3
Loan servicing fees 3.0
Capital market fees 2.5
Gains from loan sales 12
Insurance fees .8
Gains from sales of other assets 6
Venture capital gains -2
Residual other noninterest income 13.9
Total 26.1

The itemization reveals that a significant portion of
noninterest income last year resulted from activities
that are closely linked to banks’ traditional business
of making loans. Income derived from loan seciiriti-
zations accounted for about 4 percent of banks’ total
revenue, and an additional 3 percent of their revenue
came from loan servicing fees. Profits on the sales
of loans and other assets (Aot ineluding securities)
aceounted fer almest anether 2 pereent of tetal reve-
fide in 2001.

Most of the revenue generated by capital markets
business conducted by BHCs remains outside the
purview of their commercial bank subsidiaries. Fees

16.  Noninterest income a@darts components aslé.
share of total revenue, 19%%-2001
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and commissions from investment banking, advisory,
brokerage, and underwriting activities accounted for
just 2.5 percent of total commercial bank revenue in
2001, as opposed to about 15 percent of revenue at
the top 50 BHCs. Venture capital activity, which has
been highly publicized in reeent years, accounted for
a tiny less at commercial banks last year. Coimmer-
clal banks generated just 0.8 perceat of thelr tetal
revenue from cefimissions and fees on insurance
produets. The residual eategery, whieh ineludes
ineeme frem prefessional serviees, fees earned A
eredit eards, and ATM sureharges, aeseunied fer
abeut 14 pereent of total revenue and ene-third ef
tetal neninterest inseme:

The long-term downward trend in the ratio of
noninterest expense to total revenue had stalled in
recent years as a string of mergers and subsequent
restructuring at several large banks boosted costs.
Last year, however, this effect was considerably
reduceed, and the ratio declined nearly a full percent-
age point, to 59.9 percent (chart 17, top panel). A rise
in industry empleyment of abeut 2 pereent helped
push up tetal salary and wage 6osts 6.3 pereent, a rate
slightly less than the grewth ef revenue (ehart 17,
bettom panel). Similady, the ratie ef the eest ef

Noninterest income and its ¢
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premises and fixed assets to total revenue edged
down again last year. Other components of noninter-
est expense grew but still fell to 27.5 percent of
revenue.

Loam Performancee and Loss Provisiomwiing:

The credit quality of banks’ loan portfolios, already
worsening because of the economic slowdown, came
under further pressure over the final third of the year
from the dislocations in the economy caused by the
terrorist attacks on September 11, as well as the
highly publicized problems at Enren and in Argen-
tina. The deterioration was most pronouneed in the
business sector, where delingueney and net charge-
off rates inereased substantially fer the seeond €on-=
sesitive year, partieularly A the feurth guarer. Pres=
§ures 8n businesses were reflested in an inerease in
their debt-serviee burden as lewer interest rates and
asseciated refinaneing were mere than effsst By the
deeline in prefits last year (chart 18).

On the household side, delinquency rates on credit
cards and other consumer loans rose, on balance, last

NOTE. 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.

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

year. The increases were exacerbated by a further rise
in the ratio of household debt-service payments to
disposable income, which reached its highest level in
fifteen years. In addition, the personal bankruptcy
rate surged last year, probably beeause of efforis by
debtors to file in advance of legislation that they
viewed as making bankruptey less attractive. By €on-=
trast, delinguenecy rates en resideatial mertgages
remained at a relatively lew level.

Cé&l Lasnss

The delinquency rate on C&I loans, which has been
increasing since 1998, jumped more than 1 percent-
age point in 2001, reaching 3.50 percent (chart 19,
top panel). Moreower, banks aggressively charged off
loans during the fourth quarter of last year, thereby
keeping the delinquency rate from rising even further
(chatt 19, bottom panel). Indeed, the charge-off rate
on C&l leans during the fourth guarter exceeded the
previeus peak reached in the fourth guarter ef 1991.
The high ratie ef eharge-effs t6 delinguencies last
year may feflest, in part, banks® sales ef treubled
leans in the secendary 1ean Mmarket besause bBanks
must eharge off the differense Beiween the Besk
value and fair market value ef the lean when it is
transferred e the held-fer-gale aceeunt. While mest
of the deteriaration in cemmeteial eredit guality 1ast
ygar geeyrred &t the largest banks, delinguency and
eharge-8ff raies on Business 10ans &t smaller Banks
alse 1nereased somewhat:



Chart Delinedinyuandyclamdg ehaifyeasf fatdodns koans to reduced maximum loan-to-value ratios in 2001, up
busmesses by type of loan, 1981-2001 from 10 percent that reported having done so a year

R: %8 arlier. Moreover, 52 percent, on net, reported that

0UPthey required higher debt-service-coverage ratios
in 2001, up from 37 percent in the previous year’s
survey.

Loans to Houwssthaikiks

The delinquency and net charge-off rates on credit
card loans drifted upward through the third quarter
of 2001 as the slumping economy took its toll on
indebted consumers (chart 20). During the fourth
quarter, credit card loan charge-offs jumped to the
highest rate on record—and by enough to acceunt for
the entire deeline in the eredit card delingueney rate
during that guarter. On balanee, the delingueney rate
on eredit card leans inereased 19 basis poiats, to
4.80 pereent, ever the year.

Some of the increase in the delinquency and
charge-off rates on credit card loans probably stems
from the jump in the personal bankruptcy rate. In

20. Imimﬁ@ncymimqhalggkmﬁfdaﬂemﬁn béfimstes for loans to

NoOte. The data are seasonally adjusted. Delinquent 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.

Commercial Real Estate Losns

Vacancy rates for commercial office space increased
sharply last year, while commercial rents and prop-
erty values stagnated. However, these indicators of
the health of the commercial real estate sector have
not deteriorated to the extent that they did during the
last recession in the early 1990s, and commercial real
estate leans centinued to perform relatively well last
year. Altheugh their delinguency rate pieked up
somewhat in 2001, it remalned at histoerically lew
levels of less than 2 pereent, and net eharge-off rates
edged up enly slightly.

The resilience of credit quality in the commercial
real estate market may also reflect the tightening of
credit standards in this sector that was reported in the
BLPS as early as 1998. The tightening has continued
this vear; In the January 2002 survey, 43 percent
of domestic banks, on fiet, indicated that they had NOTE. See note to chart 19,




addition, the increase likely reflects deterioration in
the quality of loans to so-called subprime borrowers,
among whom delinquency rates skyrocketed last year
(chart 21). However, according to the January 2002
BLPS, only a few of the respondent banks make
subprime credit card loans, and these loans represent
only a small percentage of total loans at those banks.
Nonetheless, a majority of the surveyed banks that
are active in this market also reported that the perfor-
mance of loans to these borrowers was worse than
they had expeeted even afier accounting for the con-
ditien of the economy. Moreover, a small number of
institutiens specialize in subprime eredit card borrow=
ing, and eharge-eff rates at seme of these banks rese
substantially last year.

The delinquency rate on consumer installment
loans rose 12 basis points, to 3.19 percent, near the
top of the range of this series over the past decade. As
in the credit card sector, part of this increase reflects a
rise in the delinquency rate on subprime loans, pre-
sumably for automobiles. In the May 2001 BLPS,
bariks that reported having tightened credit standards
for loans to heuseholds indicated that realized and
expeeted Inereases in eonsumer delinguensy rates
were an imperiant reasen fer ehanging €ensumer-
lending pelisies.

The breakneck pace of mortgage refinancing last
year also may have helped hold down delinquency
rates on consumer loans. As noted earlier, BLPS

6. No single definition of “subprime” may cover all markets or
institutioms. A description of “subprime” is presented in the Federal
Reserve Supervision and Regulation letter dated January 31, 2001
(SR 01-4).[endofnote.]

respondents reported that large fractions of house-
holds that took cash out against existing home equity
when they refinanced used the proceeds to repay
other debt. Indeed, the proportion of households that
was reported to have used the proceeds from refi-
nancing to repay other debt was much larger than that
for any other single purpose.

The delinquency rate on residential mortgage loans
declined 4 basis points in 2001, to 2.26 percent. In
addition, the net charge-off rate on residential mort-
gages remained very low in 2001, despite a blip in
the third quarter of the year that reflected the sale of
impaired subprime loans by one large bank. The
continuation of robust existing home sales and solid
gains in median home prices has undeubtedly helped
sustain this perfermanee by making it easler for dis=
tressed berrewers or foreelesing banks te sell hemes
guiekly at priees that eever the euistanding mertgage
ameunt. Alse, the streng flew ef new merigages
helped held dewq the Heliﬁ%%ﬂe - fate Beeause new
fmerigages are less likely 8 Be delinguent than mert-
%ﬁg@% that have been suisianding fer several years.

fewever, He delingueney rate en securitized residen-
tial mertgages, daia o which Became available in the
€all Reps BHh{/ Hhis vear, was just URMSF 5 percent,
mere han deBle fhe Helinguency rate for MOrgages
fematning on Banks' BOBKS:

Loss Prowisicming,

e response to actual and anticipated loan losses,
commercial banks aggressively stepped up loan-loss
provisioning in 2001 (chart 22). Loss provisioning,
which increased 45 percent in 2001 on the heels of a
41 percent jump in 2000, amounted to 11.4 percent of

Chart Delin@edingueatey fatesibpranepidans, | bants; ey oy beanf loan,

19982001 .

SOURCE. For auto loans, Federal Reserve staff estimates based on data
from Moody’s Investors Service; for mortgages, Mortgage Information
Corporation.

Chart Ppovisiomaiggdivintpdnraiod dearsd leaseslasses as a
percentage of total revenue, 19%5-2001
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No single definition
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NOTE. For definitions of delinquencies and net charge-offs, see note to
chart 19.

total revenue, the highest percentage since 1992. The
increase in the ratio of provisioning to total revenue
was particularly acute at the 100 largest banks, while
the increase in provisioning at smaller banks was
much less pronounced. The sharp rise in loss provi-
sioning exceeded the jump in net charge-offs, resuli-
ing in a 12.8 percent advance in loan-loss reserves.
That inerease easily outstripped the grewth of total
leans and leases, and the ratie of lean-16ss reserves t6
total leans and leases inereased 18 basis peints, to
1.85 pereent in the feurth guarter—the first year-ever-
year inerease in that ratie sinee 1992 (ehart 23, tep
panel).

Although the current high levels of capital and
profitability provide important additional buffers
against further increases in loan losses, some mea-
sures of the adequacy of loan-loss reserves fell
sharply last year. The ratio of loan-loss reserves to
delinquent loans dropped 10 percentage points, to
68 percent, altheugh it remained substantially above
the levels pested in the late 1980s and early 1990s
(ehart 23, midele panel). The significant deeline in
the ratie of lean-less reserves i6 net eharge-effs een-
tinved a fairly sharp dewnvward trend evident sinee

1995, and the ratio is now very near its early 1990s
lows (chart 23, bottom panel).

INTERNATVONALL OPERATIONS OF ULS.
COMMERCTAL BANKS.

Sluggish growth in the world economy crimped
banks® foreign operations in 2001, particularly in the
fourth quarter, when increased loss provisioning in
light of economic difficulties in Argentina led to
losses on foreign operations at two of the largest
banks. Revenue attributable to foreign operations fell
to less than 9 perceat of total revenue, the smallest
share sinee 1998, when werld markets were disrupted
By the Russian debt default and several banks pested
large lesses in their fereign eperatiens. The desline
in revenue frem fereign eperations was espesially
feticeable at the ten largest banks, and mest of the
deerease resulied frem a sharp fall in neninterest
inesme and ajump 10 lean-1ess pravisiens:

The share of U.S. bank assets booked at foreign
offices fell for the fourth consecutive year, to
11.8 percent. However, a major U.S. bank's acquisi-
tion of a large Mexican bank added substantially to
the exposure of the U.S. banking sector to that coun-
try (table 3). The acquisition was alse almost entirely
responsible for the elimb in the industry’s expeosire
to selected economies in Asia, Latin Ametiea, and
Eastern Eurepe, whieh elimbed frem 55 pereent of
tier 1 eapital at the end ef 2000 te 70 pereent at the
end ef 2001. U.S. banks inereased their expesure te
Brazil for the secend vear in a rew, and they held
their expesure t8 Russia and the rest ef Eastsrn
Eurepe fairly constant last year. By eenirast, banks
significantly redyeed their Q%EBM% i8 Afg%ﬁﬁﬂé and

1§8 centintied {8 pare Back their expastite 18 &Mmers-
ing Asia:

RECENT DHEFVELOPMENTS.

GDP growth picked up substantially during the first
quarter of 2001, but the consensus forecast showed
growth slowing down again in the second quarter.
Monetary policy entered a holding pattern as the
Federal Reserve left the federal funds rate unchanged
at the first three meetings of 2002. Longer-tesm inter-
est rates on government bonds, home morigages, and
investment-grade corporate debt edged up, but the
appareatly improved econemiec prospests led to somme
deeline in interest rates en high-=yield bends.

BHC stock prices continued to outperform the
S&P 500 index, and the broader index of the top
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Percent
Selected Eastern Eutoge: Eastern EuropeLatin America:
Bank and year Asian . ) ) Argentina _ Total
countries All Russia All Mexico  Argentina Brazil
AW:
1998 15.49 3.49 43 42.93 9.88 9.66 11.27 61.90
1999 1437 All: 285 37 39.00 9.50 1990 10.49 56.22
2000 1317 All:  4.35 49 37.88 9.08 2@041 11.15 55.40
2001 12.09 All:  4.29 .60 54.06 25.97 26061 12.99 70.44
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 Fhes
2000 19.98 6.83 a7 54.98 12.69 12.68ney  16.40 @hfe9
2001 17.88 6.47 91 79.08 38.54 9.Wbney  18.74 103143
Other:
1998 2.08 16 .00 9.51 3.24 97 .00 11.75
1999 1.75 .08 .01 9.41 3.31 1.Qtther: 2.47 11.24
2000 141 .08 .00 8.35 2.84 1.0dher: 2.08 9.84
2001 1.07 14 .00 6.45 2.04 Sther: 2.05 7.66
Mswio
Total exposure (billions of diellkns))
1998 37.87 8.53 1.05 104.96 24.15 23.62 27.55 151.36
1999 37.45 Total 7.43 exposure .95  (billik0d.63  of 24.77dollars):28%1 27.34 146.51
2000 37.30 Total 12.33 exposurel.39  (billid@¥.31  of 25.71dollars):23082 31.59 156.94
2001 36.32 Total 12.88 exposurel.80  (billit62.39  of 78.00dollars):RORT 39.01 211.59

NOTE. For definition of tier 1 capital, see text note 4. 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 2001, “all reporting™ banks consisted of 79 institutions with a
total of $300 billion in tier 1 capital; of these institutions, 10 were “large™ banks

225 BHCs continued to outperform the index of
the top 50. Return on assets at commercial banks
increased to 1.29 percent in the first quarter, up
10 basis points from the average for 2001. Net inter-
est margins remained higher than their average for all
of 2001 but fell back a tad afier having jumped

(5 money center banks and 5 other large banks) with $197 billion in tier 1
capital, and the remaining 69 were “other” banks with $104 billion in tier 1
capital. The average “other” bank at year-end 2001 had $20 billion in assets.
Indonesia, Korea, Malaysia, PhilippioesoraeletiesiAaidn countries:
Sotmdaneblad didre&idataybidnRhiilippizesEaathifheidandCouncil  Statistical
ReSEAIREE] 6 etiexalnthimBrpisurd rtitutigrisaveRablinatiamwCiscgb v Satistieal
Release E.16, "Country Exposure Survey," available at www.ffiec.gov/E16.htm/

in the fourth quarter of  last year. Noninterest income
rose substantially, reportedly buoyed by continued
mortgage refinancing activity. Loss provisioning
remained very elevated; although it declined some-
what relative to 2001:Q4, it was well above year-
earlier levels.

Table A. 1 begins on page 278.

and
and
and
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Tallle Abrtfobiertéotippeatpnsititere $htertest, raidsi ramanio cowh e epensepatse] Al bdrtkshd 92 —-2002-2001

A. All banks
Ttem 1992 ‘ 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001
Interest-earniing assets 88.94 gggg %H ggg; §738 g;%g 8877 %8553 87.17 86.53
Loans and leases, net 57.30 56.25 56.07 58.37 59.89 58.69 58.33 59.36 60.52 58.98
Commercial and industrial 15.78 14.88 14.51 15.20 15.60 15.78 16.37 17.07 17.16 16.07
U.S. addressees 13.54 12.72 12.35 12.87 13.07 13.18 13.62 14.43 14.67 13.68
Foreign addressees 2.24 2.16 2.16 2.33 2.53 2.60 2.75 2.64 2.49 2.39
Consumer 11.00 11.00 11.43 12.08 12.21 11.44 10.36 9.71 9.38 9.24
Credit card 3.80 3.88 421 4.69 4.87 4.55 3.96 3.51 3.52 3.62
Installment and other 7.20 7.11 7.22 7.39 7.34 6.89 6.39 6.20 5.87 5.62
Real estate 24.87 24.80 24.43 25.01 25.06 25.02 24.87 25.44 27.04 27.10
In domestic offices 24.18 24.18 23.80 24.36 24.43 24.41 24.30 24.87 26.50 26.60
Construction and land development 2.64 1.99 1.65 1.59 1.63 1.73 1.86 2.18 2.51 2.84
Farmland .56 57 .56 .56 .56 .55 .55 .56 .56 .55
One- to four-family residential 12.91 13.49 13.74 14.42 14.43 14.42 14.26 14.10 14.96 14.66
Home equity 2.09 2.07 1.91 1.88 1.85 1.94 1.89 1.76 1.96 2.18
Other 10.83 11.42 11.84 12.54 12.57 12.48 12.37 12.34 13.00 12.49
Multifamily residential 75 79 79 81 .85 .83 .82 .88 .99 97
Nonfarm nonresidential 7.32 7.33 7.07 6.97 6.96 6.88 6.81 7.15 7.48 7.57
In foreign offices 69 62 .63 .65 .63 61 57 57 54 50
To depository institutions and acceptances
of other banks 1.29 113 1.47 1.92 2.33 193 191 1.97 1.87 1.84
Foreign governments 73 67 41 30 .26 18 .15 .16 12 .10
Agricultural production 1.02 99 1.00 96 92 .90 .89 .83 .78 .75
Other loans 3.45 3.50 3.29 311 3.32 2.80 2.78 2.75 2.58 2.35
Lease-financing receivables 1.03 99 1.03 1.19 1.51 1.87 2.14 2.53 2.65 2.62
LESS: Unearned income on loans -28 -21 -16 -14 =12 -09 -07 -06 -05 -.04
LESS: Loss reserves -1.60 -1.51 -1.36 -1.26 -1.21 -1.13 -1.07 -1.04 -1.02 -1.04
Securities 23.52 25.37 24.32 21.94 21.01 20.41 20.38 20.40 20.02 19.55
Investment account 21.18 22.50 21.60 19.39 18.20 17.25 17.49 18.34 17.59 16.83
Debt 21.18 22.50 21.21 18.98 17.75 16.75 16.94 17.73 16.93 16.50
U.S. Treasury na na. 6.71 5.25 4.20 3.38 271 2.14 1.66 .85
U.S. government agency and
corporation obligations na n.a 10.26 9.81 9.75 9.74 10.28 10.85 10.31 10.08
Government-backed mortgage pools na n.a 4.70 4.47 4.80 4.94 5.17 5.24 4.75 5.13
Collateralized mortgage obligations na n.a 3.19 2.67 2.11 1.94 2.13 2.15 1.92 1.96
Other na na 2.36 2.68 2.83 2.86 2.99 3.46 3.63 2.99
State and local government na n.a 2.01 1.80 1.68 1.59 1.57 1.62 1.52 1.49
Private mortgage-backed securities na n.a 64 62 .61 50 .67 .88 .95 1.09
Other na na 1.56 1.49 151 1.54 171 2.24 2.48 2.98
Equity? na. na. 39 41 .45 50 .55 61 .66 34
Trading account 2.34 2.87 2.71 2.55 2.81 3.16 2.90 2.06 2.43 2.72
Gross federal funds sold and reverse RPs 4.54 427 3.82 3.93 3.82 5.18 5.37 4.61 4.12 5.11
Interest-bearing balances at depositories 358 318 2.90 2.73 2.66 2.86 2.69 2.68 2.52 2.90
Non-interest-earning assets 11.06 10.94 12.89 13.03 12.62 12.85 13.23 12.95 12.83 13.47
Revaluation gains held in trading accounts? na. n.a. 2.95 2.90 2.25 2.59 2.95 2.57 2.29 2.37
Other 11.06 10.94 9.94 10.12 10.38 10.26 10.28 10.38 10.54 11.10
Liabilities 92.82 92.15 92.12 91.99 91.73 91.57 9151 91.51 91.58 91.24
Interest-bearing liabilities 75.32 73.92 71.86 71.86 71.62 71.36 71.32 7251 73.30 72.46
Deposits 62.94 60.26 57.34 56.30 55.87 55.01 54.66 54.79 54.67 54.61
In foreign offices 8.37 832 9.39 10.28 10.01 10.02 10.15 10.46 10.92 10.18
In domestic offices 54.56 51.94 47.96 46.03 45.86 44.99 4451 44.33 43.75 44.43
Other checkable deposits 7.65 824 7.80 6.63 4.75 3.62 311 2.81 2.46 2.37
Savings (including MMDASs) 20.28 20.91 19.60 17.48 18.71 19.12 19.91 21.00 20.64 22.29
Small-denomination time deposits 19.21 16.98 15.33 16.14 15.97 15.17 14.15 13.10 12.49 11.60
Large-denomination time deposits 7.42 5.81 523 5.77 6.42 7.08 7.33 7.42 8.16 8.17
Gross federal funds purchased and RPs 7.02 747 7.60 771 7.18 813 7.99 7.97 7.83 7.95
Other 5.36 6.19 6.92 7.85 8.56 821 8.68 9.75 10.79 9.90
Non-interest-beariing liabilities 17.50 18.23 20.26 20.13 20.11 20.21 20.18 19.00 18.28 18.78
Demand deposits in domestic offices 13.24 13.86 13.49 12.68 12.82 12.16 11.00 9.78 8.62 8.00
Revaluation losses held in trading acoounts’ na. n.a. 2.69 2.88 2.14 2.64 2.97 2.52 2.29 221
Other 4.27 4.37 4.55 457 5.14 5.42 6.21 6.70 7.37 8.58
Capital account 7.18 7.85 7.88 8.01 8.27 843 8.49 8.49 8.42 8.76
Mswio
Commercial real estate loans 11.34 10.63 9.94 9.83 9.92 9.99 10.12 10.87 11.58 12.09
Other real estate owned 82 .63 .36 19 .14 A1 .08 .06 .05 .05
Managed liabilities 28.70 28.28 29.61 32.08 32.73 34.09 34.94 36.58 38.82 37.39
Average net consolidated assets
(billions of dollars) 3,442 3,566 3,863 4,148 4,376 4,733 5,144 5,439 5,905 6,334

Bal
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A.1.—Continued Table A.1.—Continued
A. All banks
Ttem 1992 ‘ 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001
Ratts; eapnad! 8.33 8.14 8.15 7.99
Interest-earning assets 8.27 7.61 7.61 8.33 8.14 8.15 7.99 7.70 8.23 743
Taxable equivalent 8.37 771 7.70 8.40 821 8.22 8.06 Ra#Bearned:8.2%bleequivdlent
Loans and leases, gross 9.20 8.69 8.62 9.25 8.99 9.01 8.84 Rat&48 9.0darned:1824s
Net of loss provisions 7.87 7.87 8.12 8.74 8.39 8.34 8.15 7.83 8.19 7.10
Securities 7.04 6.08 5.96 6.51 6.42 6.50 6.37 Rat625 6.53 6.02
Taxable equivalent 7.34 6.36 6.20 6.73 6.66 6.73 6.63 6.46 6.65 6.31
Investment account 711 6.07 5.79 6.35 6.35 6.45 6.29 Rags 6.58arned: B198stment
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. na. 5.73
Mortgage-backed securities n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. na. 6.22
Other n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 5.74
Trading account 6.40 6.16 7.41 7.73 6.86 6.75 6.85 Ratsd 6.63earned6I3ading
Gross federal funds sold and reverse RPs 3.58 3.04 4.26 5.63 521 5.45 529 Ratds78 5.86rned: G338
Interest-bearing balances at depositories 7.31 6.61 571 6.84 6.20 6.23 6.32 Rat&95 e@rd@d: Intedd3earing
Ratsspaid]
Interest-bearing liabilities 4.75 4.01 4.01 4.99 4.82 4.92 4.88 4.47 5.17 4.18
Interest-bearing deposits 451 3.65 3.53 4.47 4.33 4.39 431 Rat887 4.45 3.64 paid:
In foreign offices 7.32 6.82 5.59 6.12 5.54 5.44 5.66 Ragh 5.61 3.95
In domestic offices 4.07 3.14 3.14 411 4.07 4.16 4.01 368 4.18 3.57
Other checkable deposits 2.70 1.99 1.85 2.06 2.04 2.25 2.29 2.08 2.34 1.96
Savings (including MMDAS) 3.25 2.50 2.58 3.19 2.99 2.93 2.79 2.49 2.86 221
Large time deposits* 4.90 4.00 4.09 5.47 5.39 5.45 5.22 4.92 5.78 5.08
Other time deposits 5.15 4.19 417 5.44 5.40 5.54 5.48 5.09 5.69 5.48
Gross federal funds purchased and RPs 3.64 3.07 4.18 5.65 5.12 5.17 519 Ratds73 5.77 3.85
Other interest-bearing liabilities 7. Eﬁ 8.02 7.25 747 6.93 6.95 6.89  Raté48 6.97 5.99
em 1992
19995 1997996 1999 1998
Gross interest income 7.45 6.86 6.65 7.29 7.16 7.15 6.98 6.73 7.19 6.45
Taxable equivalent 7.54 6.94 6.73 7.35 721 7.20 7.03 6.78 7.23 6.49
Loans 5.40 5.00 491 5.48 547 5.40 5.27 5.12 5.54 4.97
Securities 151 1.37 1.25 123 1.16 1.11 1.10 1.14 1.15 1.61
Gross federal funds sold and reverse RPs 17 13 17 23 21 29 .29 23 23 .26
Other 37 .36 33 .35 32 .35 32 24 27 24
Gross interest expense 3.56 2.96 2.87 3.57 343 3.48 3.46 3.22 3.76 3.00
Deposits 2.87 2.23 2.05 2.54 2.46 2.48 2.43 2.20 2.56 2.10
Gross federal funds purchased and RPs 27 24 32 A4 38 43 43 39 A5 31
Other 42 .50 .50 .58 59 .56 .59 63 75 59
Net interest income 3.89 3.90 3.78 3.72 3.73 3.67 3.52 3.52 3.43 3.45
Taxable equivalent 3.98 3.98 3.86 3.79 3.78 3.72 3.57 3.57 3.47 3.49
Loss provisioning® .78 A7 28 30 37 41 41 39 50 68
Noninterest income 1.95 2.13 2.60 2.02 2.18 2.23 2.40 2.65 2.58 2.54
Service charges on deposits 41 42 40 39 39 .39 .38 40 40 A3
Fiduciary activities .30 31 31 31 33 .35 37 .38 .38 .35
Trading revenue 18 26 16 15 17 17 15 19 21 .20
Interest rate exposures na. na. na. na. .09 .08 .05 07 .08 10
Foreign exchange rate exposures na. na. na. na. .06 .08 .09 .09 .09 07
Other commodity and equity exposures n.a. n.a. n.a. na. .02 * .01 .03 .04 .03
Other 105 114 113 117 129 132 1.49 1.69 1.59 1.56
Noninterest expense 3.86 3.94 3.75 3.64 371 3.61 3.77 3.76 3.65 3.58
Salaries, wages, and employee benefits 1.61 1.64 1.58 1.54 1.55 1.53 1.55 1.58 1.51 1.49
Occupancy .53 52 49 48 48 47 A7 48 45 44
Other 172 1.78 1.68 1.62 169 1.62 1.75 1.70 1.69 1.64
Net noninterest expense 191 1.81 175 1.62 153 138 1.36 1.11 107 1.05
Gains on investment account securities Ai .09 =01 .01 .03 .04 .06 * -.04 .07
Income before taxes and extraordinary items 132 1.70 1.73 1.81 185 193 1.80 2.03 1.81 1.79
Taxes 42 .56 .58 63 .65 .68 .62 12 63 .60
Extraordinary items, net of income taxes .01 06 * * * * 01 * * o1
Net income 91 1.20 1.15 1.18 1.20 125 1.19 131 1.18 1.19
Cash dividends declared 41 .62 73 75 90 .90 .80 96 .89 .87
Retained income .49 .58 42 43 30 .35 39 .35 29 32
MEMO: Return on equity 12.64 15.32 14.63 14.69 14.52 14.84 14.06 15.41 13.98 13.57
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A.1. Portfolio compesition, interest rates, and income and expense, all U.S. banks, 1992-2001

B. Ten largest banks by assets

Ttem 1992 ‘ 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001
Interest-earning assets 85.32 84.90 77.26 77.12 80.12 81.84 81.25 81.49 8223 81.74
Loans and leases, net 58.34 55.57 49.91 50.05 53.51 50.91 50.76 53.37 55.22 53.86
Commercial and industrial 20.32 18.65 16.43 16.16 17.17 16.90 18.07 19.20 19.86 18.81
US. 12.00 10.75 9.16 8.66 9.59 10.24 11.76 13.14 13.95 13.41
Foreign addressees 8.32 7.90 727 7.50 7.59 6.66 6.31 6.06 5.92 541
Consumer 7.31 7.33 6.59 6.60 6.22 6.40 6.04 5.94 5.43 6.17
Credit card 2.61 2.50 2.28 1.96 123 1.34 1.30 1.36 1.34 1.60
Installment and other 4.70 4.83 431 4.65 4.99 5.06 4.74 4.58 4.09 4.56
Real estate 19.93 18.54 16.21 15.82 16.53 17.42 16.51 16.96 19.82 19.23
In domestic offices 17.07 15.99 13.80 13.48 14.44 15.69 15.08 15.55 18.48 18.05
Construction and land development 2.48 1.59 84 58 51 .68 77 .90 .98 127
Farmland .07 07 .06 .06 .06 .09 .09 10 11 11
One- to four-family residential 10.08 10.29 9.69 9.62 10.43 11.02 10.33 10.77 13.37 12.40
Home equity 1.63 1.60 1.40 1.40 1.53 1.70 172 1.54 1.60 178
Other 8.46 8.68 8.29 8.22 8.90 9.31 8.61 9.22 11.76 10.63
Multifamily residential .58 53 41 .38 .38 39 .38 43 .60 51
Nonfarm nonresidential 3.86 3.51 2.79 2.83 3.05 3.52 3.51 3.35 3.42 3.76
In foreign offices 2.85 2.55 2.41 2.35 2.09 1.73 143 141 1.34 118
To depository institutions and acceptances
of other banks 2.64 2.47 3.49 5.04 6.14 4.20 4.05 434 3.78 3.24
Foreign governments 2.75 2.46 127 90 .69 45 .35 .38 28 20
Agricultural production 28 27 25 21 .23 31 28 26 23 28
Other loans 5.97 6.71 6.32 5.76 6.34 4.15 3.74 3.96 3.76 3.51
Lease-financing receivables 1.51 1.30 1.14 1.14 1.59 2.24 2.81 3.40 3.07 343
LESS: Unearned income on loans =27 -21 -16 -14 =11 -.07 -06 -05 -04 -.04
LESS: Loss reserves -2.08 -1.94 -1.63 -1.45 -1.30 -1.08 -1.01 -1.03 -97 -97
Securities 19.13 22.74 20.61 19.53 19.83 20.00 19.72 18.34 18.98 17.81
Investment account 10.70 12.45 11.68 10.65 10.60 10.97 12.12 13.08 13.71 12.14
Debt 10.70 12.45 10.10 9.03 8.94 9.42 10.58 11.38 11.97 11.30
U.S. Treasury na. na. 2.06 2.03 1.93 1.56 1.70 1.98 1.96 .68
U.S. government agency and
corporation obligations na. n.a. 5.08 4.46 4.59 5.34 6.31 6.35 6.59 6.84
Government-backed mortgage pools na. n.a. 2.79 2.89 3.58 4.26 5.13 5.03 4.88 4.99
Collateralized mortgage obligations na. n.a. 222 1.50 .95 93 93 79 93 111
Other na. na. .06 .08 .06 15 .26 52 78 14
State and local government na. n.a. 61 49 .39 51 A7 A5 51 .55
Private mortgage-backed securities na. n.a. 43 32 .30 32 .60 57 51 .58
Other na. na. 3.03 2.97 3.01 2.81 2.57 3.22 3.47 3.22
Equity? na. na. 39 .38 .38 42 47 51 .68 .26
Trading account 843 10.30 8.93 8.88 9.23 9.03 7.60 5.25 5.26 5.67
Gross federal funds sold and reverse RPs 3.23 2.71 2.68 3.20 3.10 7.56 7.81 6.64 5.02 6.38
Interest-bearing balances at depositories 4.61 3.88 4.05 4.34 3.68 3.37 2.96 3.14 3.01 3.69
Non-interest-earning assets 14.68 15.10 22.74 22.88 19.88 18.16 18.75 18.51 17.77 18.26
Revaluation gains held in trading accounts? na. n.a. 11.23 10.77 7.63 7.36 7.62 6.66 5.66 547
Other 14.68 15.10 1151 12.11 12.25 10.80 11.13 11.85 12.10 12.78
Liabilities 94.44 93.24 93.42 93.59 93.04 92.61 92.58 92.28 92.36 92.14
Interest-bearing liabilities 73.08 71.56 64.33 63.37 64.45 65.83 65.81 66.87 67.81 66.76
Deposits 55.73 52.91 48.20 47.49 47.87 47.36 47.65 48.79 49.27 49.09
In foreign offices 27.16 25.51 26.10 28.36 26.41 22.18 20.17 21.04 21.62 19.22
In domestic offices 28.56 27.41 22.10 19.12 21.46 25.18 27.48 27.76 27.66 29.88
Other checkable deposits 3.38 3.45 291 2.30 1.61 1.21 99 72 74 .90
Savings (including MMDASs) 14.91 15.33 12.70 10.56 12.31 14.26 15.83 16.84 16.73 19.23
Small-denomination time deposits 572 5.09 3.98 4.04 4.68 5.82 6.03 5.66 5.38 513
Large-denomination time deposits 4.56 3.53 251 2.23 2.86 3.89 4.62 4.54 4.80 4.61
Gross federal funds purchased and RPs 6.19 6.70 5.83 6.17 5.88 10.26 9.78 8.84 8.89 9.04
Other 11.16 11.94 10.29 9.71 10.69 8.20 8.37 9.24 9.65 8.62
Non-interest-beariing liabilities 21.36 21.68 29.09 30.22 28.59 26.78 26.77 25.41 24.56 25.38
Demand deposits in domestic offices 11.05 11.27 10.15 8.88 9.73 8.98 8.46 7.83 7.28 7.50
Revaluation losses held in trading accounts® na. n.a. 10.22 10.68 7.27 7.53 7.67 6.51 5.69 5.10
Other 10.30 10.41 10.51 10.66 11.59 10.27 10.65 11.06 11.59 12.79
Capital account 5.56 6.76 6.58 6.41 6.96 7.39 7.42 772 7.64 7.86
Mswio
Commercial real estate loans 8.01 6.46 4.65 4.40 4.65 5.45 5.61 5.69 5.87 6.68
Other real estate owned 1.13 102 .58 27 18 13 .09 .06 .04 .04
Managed liabilities 50.82 49.23 46.21 47.94 47.39 46.02 44.42 45.49 46.84 43.38

Average net consolidated assets
(billions of dollars)

775 818 949 1,051

1,189 1,514 1,820 1,935

2,234 2,527

Bal



Effective interest rate (percent) *

A.1.—Continued Table A.1.—Continued
B. Ten largest banks by assets
Ttem 1992 ‘ 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001
Ratts; eapnad! 8.20 772 7.55 7.54
Interest-earning assets 8.67 8.16 8.15 8.20 772 7.55 7.54 7.35 7.77 6.91
Taxable equivalent 8.72 8.20 8.18 8.22 774 7.60 757 RaB8earned 7Td8ableequir@Bent
Loans and leases, gross 9.36 9.07 8.89 8.84 832 8.25 821 Rat&99 8.46rned: L3623
Net of loss provisions 7.51 7.95 8.38 8.62 8.11 7.93 7.62 7.50 7.79 6.53
Securities 7.38 6.69 7.09 7.41 6.80 6.70 6.79 Rat652 6.52 6.25
Taxable equivalent 7.54 6.77 7.19 7.47 6.85 6.85 6.89 6.65 6.55 6.53
Investment account 7.96 6.90 6.57 7.06 6.71 6.61 6.71 Fafs 6.4frned: 16v@8tment
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. na. 4.92
Mortgage-backed securities n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. na. 6.07
Other n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 6.52
Trading account 6.69 6.45 779 7.83 6.90 6.81 6.92 Fafs 6.7@arned: réfing
Gross federal funds sold and reverse RPs 3.65 3.02 4.52 5.20 4.92 5.45 520 Ratds52 4@8ned:Gragl
Interest-bearing balances at depositories 9.29 8.34 727 7.15 6.71 6.91 7.16 Ratds22 edrA8d: Inter&#bearing
Ratsspaid]
Interest-bearing liabilities 6.17 5.60 5.43 5.88 544 5.41 5.29 4.79 5.37 414
Interest-bearing deposits 5.33 4.50 4.32 4.99 4.57 4.54 440 Rat8s82 4.40 3.30 paid:
In foreign offices 7.55 6.87 6.04 6.07 5.62 5.52 5.83 Ref3 5.67 4.02
In domestic offices 3.25 2.36 2.35 3.42 3.32 3.69 3.39 Rt 3.51 2.90
Other checkable deposits 1.97 1.28 1.10 1.29 1.32 1.97 1.67 1.44 1.61 1.68
Savings (including MMDAS) 2.95 2.14 2.35 311 2.76 2.68 2.45 2.11 2.43 195
Large time deposits* 4.66 3.55 3.12 3.73 4.62 5.17 4.53 4.36 5.32 4.45
Other time deposits 3.81 3.01 2.80 5.08 4.58 5.45 5.21 4.95 5.53 5.25
Gross federal funds purchased and RPs 4.04 3.26 4.05 5.22 4.93 5.02 518 Ratds53 5.47 3.82
Other interest-bearing liabilities ]LO.A}%m 11.16 10.87 9.80 8.86 9.13 885 Rat&61 8.15 715 1992
1994 199996 1997 1999 1998
Gross interest income 7.69 722 6.37 6.42 6.26 6.31 6.21 6.01 6.39 5.63
Taxable equivalent 172 7.25 6.40 6.43 6.27 6.33 6.22 6.03 6.41 5.65
Loans 5.65 5.22 4.49 4.44 4.48 431 427 4.35 474 4.20
Securities .85 .86 a1 75 71 .73 81 .85 .88 74
Gross federal funds sold and reverse RPs 14 RE 15 21 18 45 42 .30 .25 .26
Other 1.05 1.04 97 1.00 .88 .82 .70 51 51 43
Gross interest expense 4.54 4.06 3.52 3.74 3.52 3.55 3.48 3.16 3.61 272
Deposits 3.09 2.48 2.15 2.43 2.26 2.26 2.20 1.97 2.33 176
Gross federal funds purchased and RPs 28 24 24 35 31 .54 54 40 49 35
Other 117 135 113 95 95 75 74 79 .78 .61
Net interest income 3.15 3.16 2.86 2.68 2.73 2.76 2.73 2.84 2.78 2.92
Taxable equivalent 3.18 3.19 2.88 2.70 2.75 2.79 2.75 2.86 2.80 2.94
Loss provisioning® 1.12 64 26 11 11 16 31 26 38 .60
Noninterest income 2.59 2.99 2.33 2.16 2.34 2.12 2.15 2.55 2.54 2.26
Service charges on deposits .30 30 26 25 28 32 33 37 40 A5
Fiduciary activities 37 39 .36 30 31 34 32 31 27 29
Trading revenue .66 91 53 A6 52 43 33 A6 A48 A3
Interest rate exposures na. na. na. na. 30 .23 10 17 20 21
Foreign exchange rate exposures na. na. na. na. 17 .20 20 .19 18 14
Other commodity and equity exposures n.a. n.a. n.a. na. .05 * .03 .09 11 .08
Other 127 1.38 1.18 1.15 123 1.04 117 141 1.39 109
Noninterest expense 3.86 4.13 3.56 3.32 3.57 3.24 3.47 3.45 331 317
Salaries, wages, and employee benefits 1.78 1.88 1.65 1.58 157 1.45 1.45 1.57 1.46 1.38
Occupancy .65 .66 .55 .50 .50 47 A7 50 A7 45
Other 143 1.59 1.36 1.24 1.50 133 1.54 1.38 1.39 134
Net noninterest expense 127 114 123 1.16 123 1.12 132 90 17 90
Gains on investment account securities Ai 13 .02 .03 .04 .08 RE .03 -.03 .08
Income before taxes and extraordinary items .87 1.50 1.39 1.44 144 1.56 1.22 1.71 1.60 149
Taxes .26 .53 48 .55 52 .58 44 .66 .60 49
Extraordinary items, net of income taxes * 16 * * * * * * * o1
Net income .61 1.13 91 .88 92 .98 78 1.05 1.00 99
Cash dividends declared 18 .28 .58 57 .70 .82 .53 .79 .86 67
Retained income 43 .85 33 31 21 15 25 26 13 32
MEMO: Return on equity 10.91 16.75 13.86 13.78 1321 13.22 10.53 13.58 13.04 12.61
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C. Banks ranked 11 through 100 by assets

Ttem 1992 ‘ 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001
Interest-earning assets 88.43 88.81 88.58 88.71 88.26 87.50 87.91 88.47 88.78 88.23
Loans and leases, net 58.30 57.33 58.56 62.68 64.24 63.89 64.42 64.28 64.97 62.27
Commercial and industrial 18.83 18.03 18.03 19.26 18.95 19.01 18.92 19.40 18.20 15.81
US. 17.78 17.05 16.99 18.10 17.71 17.78 17.59 18.18 17.66 15.33
Foreign addressees 1.05 .98 1.04 1.16 1.24 1.22 1.33 1.22 .55 A48
Consumer 11.72 11.47 12.62 14.23 15.67 15.62 14.53 13.57 13.80 1321
Credit card 5.16 5.23 5.99 7.34 8.26 8.50 7.67 6.78 6.98 6.98
Installment and other 6.56 6.24 6.63 6.89 7.40 7.12 6.86 6.79 6.82 6.23
Real estate 21.89 2211 22.26 23.25 23.26 22.99 24.60 24.81 26.23 27.32
In domestic offices 21.78 22.01 22.17 23.10 23.10 22.85 24.42 24.63 26.13 27.24
Construction and land development 3.02 2.08 1.63 1.50 1.55 1.69 2.03 2.43 3.00 331
Farmland 14 13 14 13 13 14 17 19 22 23
One- to four-family residential 11.36 12.30 12.98 14.16 14.15 13.88 14.86 14.15 14.52 15.50
Home equity 2.50 2.54 2.33 2.19 2.08 2.22 2.17 2.08 2.49 2.90
Other 8.85 9.76 10.65 11.97 12.07 11.65 12.69 12.07 12.03 12.61
Multifamily residential 0.66 71 71 a1 .89 93 1.00 1.02 111 1.16
Nonfarm nonresidential 6.61 6.79 6.72 6.54 6.37 6.21 6.36 6.82 7.28 7.03
In foreign offices 11 .10 .09 15 .16 15 .18 19 .09 .09
To depository institutions and acceptances
of other banks 1.47 1.34 1.52 1.61 1.53 1.30 1.09 93 1.05 142
Foreign governments 33 30 28 20 .20 .09 .06 .06 .03 .03
Agricultural production 31 29 29 26 28 29 33 33 .37 31
Other loans 424 4.01 3.45 3.29 3.27 3.18 3.35 2.99 2.57 2.04
Lease-financing receivables 1.49 1.47 1.60 1.96 2.41 2.70 2.75 332 3.87 3.28
LESS: Unearned income on loans -17 -11 -07 -.07 -06 -05 -.04 -.04 -.03 -02
LESS: Loss reserves -1.79 -1.60 -1.41 -1.32 -1.27 -1.24 -1.16 -1.11 -1.12 -1.13
Securities 20.38 21.97 21.19 18.64 16.87 15.80 16.67 17.80 17.33 19.01
Investment account 19.24 20.60 19.82 17.88 16.06 15.07 16.13 17.29 16.11 17.71
Debt 19.24 20.60 18.57 16.60 14.70 13.61 14.52 15.53 14.19 16.72
U.S. Treasury na na 6.86 4.82 3.34 2.81 2.25 1.70 112 67
U.S. government agency and
corporation obligations na n.a 9.38 9.40 9.12 8.98 9.93 10.58 9.71 10.09
Government-backed mortgage pools na n.a 5.40 5.06 5.42 5.17 4.98 5.12 431 5.19
Collateralized mortgage obligations na n.a 3.04 2.82 2.16 2.13 2.83 2.89 2.55 242
Other na na 94 1.51 1.54 1.68 2.12 2.56 2.84 2.48
State and local government na n.a 1.20 111 99 .88 92 99 .96 99
Private mortgage-backed securities na n.a .95 1.02 .96 .73 .96 1.35 1.66 2.01
Other na na 1.22 1.16 121 1.18 1.53 2.02 2.06 3.56
Equity? na. na. 32 37 44 49 .55 .65 .60 39
Trading account 1.14 137 1.38 .76 .80 13 54 51 122 1.30
Gross federal funds sold and reverse RPs 4.78 4.98 5.11 4.52 4.26 4.38 3.57 3.34 3.77 4.07
Interest-bearing balances at depositories 4.98 4.53 372 2.87 2.89 3.43 3.24 3.06 2.71 2.88
Non-interest-earning assets 11.57 11.19 11.42 11.29 11.74 12.50 12.09 11.53 11.22 1177
Revaluation gains held in trading accoumnts’ na. n.a. .60 50 51 69 .75 57 41 .56
Other 11.57 11.19 10.81 10.78 11.23 11.81 11.34 10.96 10.80 11.22
Liabilities 93.13 92.56 92.47 92.23 92.02 91.85 91.63 91.65 91.57 91.14
Interest-bearing liabilities 74.66 73.38 72.86 74.05 73.14 72.60 73.40 74.95 76.44 75.97
Deposits 56.99 54.22 53.03 52.32 51.81 51.45 51.51 51.51 51.61 51.97
In foreign offices 6.20 6.78 8.05 8.12 7.52 7.85 8.15 7.97 7.35 6.87
In domestic offices 50.79 47.43 44.98 44.20 44.30 43.60 43.36 43.55 44.26 45.10
Other checkable deposits 6.26 721 6.91 5.62 3.06 1.95 175 1.60 132 1.20
Savings (including MMDASs) 20.21 20.60 20.13 18.78 20.76 21.08 21.41 22.47 22.35 24.38
Small-denomination time deposits 15.98 14.19 13.26 14.24 14.09 13.43 12.84 11.86 11.80 10.66
Large-denomination time deposits 8.34 5.44 4.68 5.55 6.39 7.15 7.36 7.62 8.78 8.87
Gross federal funds purchased and RPs 11.45 11.93 11.48 11.37 10.00 9.36 9.48 9.78 9.28 9.73
Other 6.22 7.23 8.34 10.36 11.32 11.79 12.41 13.67 15.56 14.27
Non-interest-beariing liabilities 18.47 19.18 19.62 18.18 18.89 19.24 18.23 16.70 15.12 15.17
Demand deposits in domestic offices 14.52 15.38 15.27 14.26 14.47 14.17 12.40 10.52 8.62 7.16
Revaluation losses held in trading accounts® na. n.a. 57 49 49 .68 .76 .58 41 51
Other 3.95 3.80 3.89 3.43 3.93 4.39 5.07 5.59 6.09 7.50
Capital account 6.87 744 7.53 .77 7.98 8.15 8.37 8.35 843 8.86
Mswio
Commercial real estate loans 11.09 10.29 9.69 9.42 9.38 9.44 10.11 11.00 12.07 12.08
Other real estate owned 0.70 A7 .25 13 .08 .06 .04 .03 .03 .04
Managed liabilities 32.59 31.76 32.89 35.68 35.60 36.60 38.09 39.81 41.94 40.78
Average net consolidated assets
(billions of dollars) 1,003 1,082 1,204 1,338 1,450 1,604 1,745 1,880 2,029 2,128

Ba
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A.1.—Continued Table A.1.—Continued
C. Banks ranked 11 through 100 by assets
Item 1992 ‘ 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001
Ratess eanmed]
Interest-earning assets 7.97 7.35 7.29 8.31 8.16 8.31 8.10 7.84 8.47 7.60
Taxable equivalent 8.07 7.45 737 8.37 8.23 8.36 8.17 Ra&8 8.49 7.65 €
Loans and leases, gross 8.75 8.25 8.22 9.10 8.87 9.03 8.82 Rat&.50 9.15 8.34 e
Net of loss provisions 7.45 7.46 7.68 8.49 8.05 8.11 8.61 7.68 8.13 6.91
Securities 7.00 6.05 5.70 6.38 6.42 6.50 6.21  Rat€s@dned:Seduities 5.92
Taxable equivalent 7.30 6.32 5.92 6.56 6.66 6.70 6.46 6.46 6.77 6.11
Investment account 7.12 6.14 5.70 6.34 6.41 6.52 6.22 raee 6.74 6.00 earrn
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. na. 5.92
Mortgage-backed securities n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. na. 6.37
Other n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 5.29
Trading account 4.73 4.74 5.75 727 6.53 6.05 5.86 a8 6.25 4.85 ¢
Gross federal funds sold and reverse RPs 3.70 311 4.31 5.91 531 5.45 546 Rat&12 6.06 3.89 e
Interest-bearing balances at depositories 6.76 6.50 4.69 6.78 5.82 5.76 5.67 Raté81 5.49 4.38 earned:
Rattssyaidi
Interest-bearing liabilities 443 3.76 3.72 4.94 4.70 4.79 4.76 4.38 522 4.18
Interest-bearing deposits 4.30 351 3.25 4.35 415 4.22 4.15 Rat&76 4.42 3.63 paid:
In foreign offices 7.26 7.37 4.60 6.30 5.29 5.23 522 R0 5.38 3.67
In domestic offices 3.96 2.98 3.03 4.01 3.96 4.04 3.96 6o 4.26 3.63
Other checkable deposits 2.43 1.70 1.62 1.89 1.78 2.61 2.41 2.03 2.57 2.34
Savings (including MMDAS) 3.07 2.33 2.46 3.10 2.91 2.84 2.76 2.49 2.94 2.31
Large time deposits S 5.10 4.30 4.21 5.70 5.50 5.47 5.32 4.96 5.88 5.16
Other time deposits 5.07 4.06 4.18 5.35 5.26 5.43 5.35 5.03 5.73 5.48
Gross federal funds purchased and RPs 3.57 3.04 4.28 5.86 519 5.29 522 Raték87 6.02 3.87
Other interest-bearing liabilities 5. t7ern 5.97 5.24 6.43 5.95 5.85 581 Rat&4l 6.36 532 1992
1994 199996 1998 1997 1999
Gross interest income 712 6.58 6.46 7.40 7.24 7.26 7.16 6.99 7.56 6.77
Taxable equivalent 7.19 6.64 6.51 7.45 7.28 7.30 7.20 7.02 7.59 6.80
Loans 5.23 4.84 4.91 5.79 5.80 5.87 5.79 5.57 6.07 5.34
Securities 1.37 1.26 113 1.13 1.03 .98 1.00 1.10 1.09 1.06
Gross federal funds sold and reverse RPs 18 15 21 27 .23 22 19 18 22 .16
Other 34 32 21 21 18 .19 18 14 18 15
Gross interest expense 3.26 2.74 2.67 3.62 3.39 3.41 3.45 3.26 3.96 3.16
Deposits 2.48 1.93 1.73 2.29 2.18 2.23 2.23 2.02 2.41 2.02
Gross federal funds purchased and RPs 43 .38 51 67 .55 51 51 51 .56 .38
Other .35 43 43 .66 .66 .68 7 .73 .98 .76
Net interest income 3.86 3.84 3.79 3.78 3.84 3.85 37 3.72 3.60 3.61
Taxable equivalent 3.93 3.9 3.85 3.84 3.89 3.89 3.75 3.76 3.63 3.64
Loss provisioning® .78 A7 32 .39 .54 .60 .53 .54 .68 92
Noninterest income 2.25 2.29 2.25 2.38 2.61 2.76 3.07 3.35 3.14 3.31
Service charges on deposits 44 46 A5 A4 A4 44 42 42 42 42
Fiduciary activities .38 .38 .39 40 43 44 49 A48 52 42
Trading income .09 14 .08 .09 .08 .08 .09 .08 .08 .08
Interest rate exposures na. n.a. n.a. n.a. .03 .02 .03 .02 .02 .04
Foreign exchange rate exposures na. n.a. n.a. n.a. .04 .05 .06 .06 .05 .03
Other commodity and equity exposures n.a. n.a. n.a. na. .01 ® ® ® ® ®
Other 133 1.32 1.33 1.45 167 1.79 2.07 2.37 213 2.39
Noninterest expense 3.98 3.95 3.86 3.79 3.85 3.85 4.03 4.11 3.96 3.93
Salaries, wages, and employee benefits 1.53 1.52 1.50 1.47 1.51 1.51 1.53 1.53 1.44 148
Occupancy 49 A7 A7 A7 A48 .46 46 45 43 42
Other 1.95 1.95 1.89 1.85 1.86 1.88 2.04 213 2.10 2.04
Net noninterest expense 173 1.65 161 141 124 110 .96 .76 .83 62
Gains on investment account securities 15 .09 -01 .02 .02 .02 .03 -01 -.05 .09
Income before taxes and extraordinary items 1.50 1.81 1.85 2.01 2.09 2.18 2.24 2.41 2.04 2.16
Taxes .48 .56 .63 .70 .75 77 .79 .87 .70 .75
Extraordinary items, net of income taxes .03 * % % % % % % % %
Net income 1.04 1.25 1.22 1.31 1.34 142 1.46 1.54 1.33 141
Cash dividends declared .46 .76 .86 .85 107 .93 .96 1.16 .94 .96
Retained income .58 49 .36 46 .26 .48 .50 .38 .39 45
MEEMO: Return on equity 15.16 16.86 16.27 16.84 16.78 17.36 17.38 18.48 15.82 15.89

*An aboluts valge; fess than 9.063 w%sm _ _
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§ 1 the €all Repork: squity §SEHF}E 165 418 combined with “other debt securities” Before L988:

%%sfiﬁs &%%ﬂ the Retied Valte of oFrhalpnce-thest fiems appeared 1 ~trading AceoURt SRRy

2 5ain and “otheT ROR-iRlsTesLbeatng h%h}hﬂ%%" iF 4 loss:
é!:Wh&H Bossible: bassd on the averags of aaaﬁsrév Balaﬂss shest data reported o scheduls RE-k of the quartsHly call Repsris:
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Tallle Abrtfobiertéotippeatpnsititere $htertest, raidsi ramanio cowh e epensepatse] Al bdrtkshd 92 —-2002-2001
D. Banks ranked 101 through 1,000 by assets

Ttem 1992 ‘ 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001
Interest-earning assets 90.02 90.45 90.90 90.97 91.10 91.32 91.36 91.68 91.49 91.15
Loans and leases, net 58.49 57.93 59.75 62.19 62.63 62.22 61.13 61.48 62.14 62.48
Commercial and industrial 13.34 12.19 12.07 12.70 12.80 12.43 12.48 12.64 12.95 13.03
U.S. aiidiressses 13.16 12.03 11.91 12.54 12.61 12.19 12.16 12.32 12.60 12.65
Foreign addressees 0.18 .16 .16 .16 18 23 32 32 .36 38
Consumer 14.18 14.82 15.84 16.27 15.88 14.03 12.28 10.79 10.19 9.76
Credit card 5.38 5.63 6.05 6.32 6.66 5.52 4.48 3.37 3.27 3.62
Installment and other 8.80 9.19 9.79 9.95 9.22 8.52 7.80 7.41 6.92 6.14
Real estate 28.11 28.61 29.42 30.81 31.36 33.23 33.94 35.90 36.93 37.65
In domestic offices 28.07 28.58 29.39 30.79 31.34 33.21 33.92 35.88 36.91 37.63
Construction and land development 2.86 2.26 2.08 221 2.38 2.69 2.88 349 4.15 4.91
Farmland 32 34 .36 40 .46 53 .56 .58 .65 67
One- to four-family residential 14.25 15.16 16.25 17.49 17.34 18.14 18.19 18.26 17.16 16.19
Home equity 2.56 2.51 2.33 2.36 2.30 2.30 2.15 1.99 2.10 2.20
Other 11.69 12.66 13.92 15.13 15.03 15.84 16.05 16.27 15.06 13.98
Multifamily residential 95 1.07 1.13 121 129 1.29 126 144 1.58 1.69
Nonfarm nonresidential 9.68 9.75 9.57 9.48 9.87 10.56 11.03 12.12 13.36 14.18
In foreign offices .04 .02 .03 .02 .02 .02 .02 .02 .02 .02
To depository institutions and acceptances
of other banks .83 A7 42 .36 .50 59 .53 46 37 .38
Foreign governments .05 .03 .02 02 .02 02 .03 .03 .03 .03
Agricultural production 54 .56 62 69 71 74 .80 .78 .82 .85
Other loans 2.45 2.13 1.98 1.78 168 147 1.30 1.25 122 122
Lease-financing receivables .78 17 .83 .90 1.01 99 99 .78 .75 74
LESS: Unearned income on loans -30 -21 -15 =12 -10 -10 -09 -08 -08 -.07
LESS: Loss reserves! -1.49 -1.44 -1.30 -1.22 -1.22 -1.18 -1.13 -1.06 -1.04 -1.12
Securities 24.13 25.92 25.72 23.08 22.67 23.45 24.26 25.17 24.34 22.79
Investment account 23.78 25.63 25.40 22.88 22.55 23.35 24.15 25.09 24.25 22.68
Debt 23.78 25.63 23.94 21.32 20.71 20.92 21.15 21.70 20.30 20.56
U.S. Treasury na. na. 8.17 6.48 5.61 4.96 3.92 2.53 181 132
U.S. government agency and
corporation obligations na. n.a. 12.76 12.23 12.66 13.97 15.13 16.29 15.56 14.69
Government-backed mortgage pools na. n.a. 5.64 542 5.69 6.22 6.46 6.72 6.22 6.27
Collateralized mortgage obligations na. n.a. 4.34 3.56 3.12 3.01 3.22 3.52 3.04 3.08
Other na. na. 2.79 3.25 3.85 4.73 5.44 6.05 6.30 5.35
State and local government na. n.a. 2.29 2.13 2.24 2.44 2.70 2.91 2.91 2.90
Private mortgage-backed securities na. n.a. .73 .68 .76 59 .65 1.00 99 93
Other na. na. 99 .89 77 .78 1.06 1.60 2.19 2.41
Equity? na. na. 43 A7 52 61 .69 a1 79 43
Trading account 35 28 31 20 12 .10 A1 .08 .09 11
Gross federal funds sold and reverse RPs 4.92 4.49 3.64 3.92 3.87 3.60 4.17 3.35 3.40 4.19
Interest-bearing balances at depositories 247 2.11 1.79 1.78 1.93 2.05 1.80 1.68 1.60 1.68
Non-interest-earning assets 9.98 9.55 9.10 9.03 8.90 8.68 8.64 8.32 8.51 8.85
Revaluation gains held in trading accounts? na. n.a. .02 .05 .02 ® ® .01 .02 .01
Other 9.98 9.55 9.08 8.99 8.88 8.68 8.64 831 8.49 8.85
Liabilities 92.47 91.85 91.62 91.36 91.06 90.78 90.55 90.90 90.95 90.31
Interest-bearing liabilities 75.98 74.42 74.77 75.00 75.06 75.19 75.42 76.76 77.43 77.00
Deposits 65.65 63.05 60.38 59.67 59.99 61.47 62.39 61.94 62.68 63.10
In foreign offices 1.56 143 1.69 1.71 133 123 131 1.20 128 124
In domestic offices 64.09 61.62 58.69 57.96 58.66 60.25 61.09 60.74 61.40 61.86
Other checkable deposits 9.14 9.94 9.70 8.54 6.20 4.96 4.23 3.75 3.32 3.27
Savings (including MMDASs) 23.34 24.06 22.92 20.75 22.50 23.59 25.65 27.35 27.03 27.65
Small-denomination time deposits 23.56 20.78 19.29 21.11 21.61 22.03 21.22 19.61 19.44 18.80
Large-denomination time deposits 8.06 6.84 6.78 7.56 8.34 9.66 9.99 10.03 11.61 12.14
Gross federal funds purchased and RPs 7.18 743 8.45 831 8.19 7.09 6.16 6.90 6.30 5.76
Other 3.15 3.94 5.94 7.02 6.88 6.62 6.86 7.92 8.45 8.14
Non-interest-beariing liabilities 16.49 17.43 16.85 16.36 16.00 15.60 15.13 14.15 13.52 1331
Demand deposits in domestic offices 14.39 15.07 14.58 14.07 13.84 13.15 11.90 10.19 8.97 8.23
Revaluation losses held in trading accounts® na. n.a. .02 .05 .02 .01 .01 .01 ® .01
Other 2.10 2.36 2.26 2.24 2.14 2.44 3.22 3.95 4.54 5.07
Capital account 7.53 8.15 8.38 8.64 8.94 9.22 9.45 9.10 9.05 9.69
Mswio
Commercial real estate loans 13.91 13.37 13.05 13.19 13.83 14.77 15.38 17.28 19.32 21.03
Other real estate owned .80 57 .28 17 13 A1 .09 .08 .07 .08
Managed liabilities 20.00 19.68 22.89 24.62 24.78 24.66 24.46 26.32 28.01 27.75
Average net consolidated assets
(billions of dollars) 967 978 1,031 1,092 1,076 968 935 972 986 1,001




Effective interest rate (percent) *

A.1.—Continued Table A.1.—Continued
D. Banks ranked 101 through 1,000 by assets
Item 1992 ‘ 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001
Ratess eanmed]
Interest-earning assets 8.15 7.43 7.58 8.44 8.41 8.49 8.32 7.83 8.51 7.84
Taxable equivalent 8.26 7.55 7.68 8.53 8.50 8.59 8.44 Ra@2 8.58 7.96 (
Loans and leases, gross 9.12 8.57 8.64 9.45 9.39 9.48 9.37 Rat&.74 9.44 8.78 €
Net of loss provisions 7.83 777 8.11 8.77 8.60 8.60 8.61 8.12 8.60 7.80
Securities 6.89 5.78 5.69 6.23 6.32 6.42 6.22  RatéséZned:SecBiSles 5.87
Taxable equivalent 7.19 6.10 5.93 6.50 6.60 6.69 6.57 6.29 6.71 6.26
Investment account 6.90 5.79 5.69 6.24 6.32 6.42 6.21 Ratd 6.50 5.87 earn
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. na. 5.73
Mortgage-backed securities n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. na. 6.16
Other n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 5.43
Trading account 5.62 4.74 5.29 5.55 5.94 6.37 6.84 a3 9.30 6.51 (
Gross federal funds sold and reverse RPs 3.48 3.02 4.05 5.45 5.29 5.42 531 Rat&98 6.16 3.93 e
Interest-bearing balances at depositories 4.62 352 4.28 6.07 5.69 5.44 576 Rat&07 572 3.96 earned:
Rattssyaidi
Interest-bearing liabilities 4.20 3.33 3.57 4.65 4.58 4.66 4.60 4.19 4.93 412
Interest-bearing deposits 4.17 3.26 331 4.26 427 4.34 4.28 Rat&84 4.46 3.82 paid:
In foreign offices 4.25 3.35 4.31 5.94 5.72 5.42 5.55 RaRd 6.13 4.45
In domestic offices 4.17 3.26 3.28 4.21 424 4.32 4.25 Bag2 4.43 3.81
Other checkable deposits 2.67 2.62 1.86 2.62 1.97 2.16 2.15 1.99 2.27 1.78
Savings (including MMDAS) 3.34 2.58 2.64 3.24 3.1 3.08 2.97 2.65 3.07 2.22
Large time deposits S 4.78 3.90 4.23 5.62 5.48 5.56 5.51 517 6.01 5.26
Other time deposits 5.35 4.40 4.40 553 5.57 5.57 5.64 5.11 5.74 5.53
Gross federal funds purchased and RPs 3.46 2.95 4.12 5.61 5.16 521 514 Rat&83 5.95 3.85
Other interest-bearing liabilities 5. Zlﬁm 4.44 4.93 6.32 5.89 6.09 6.00 Rat&36 6.45 5.42 1097
1994 1998996 1997 1999 1998
Gross interest income 7.36 6.74 6.90 7.69 7.68 775 7.63 719 7.80 7.16
Taxable equivalent 7.46 6.84 6.99 7.78 7.76 7.83 7.1 727 7.88 7.24
Loans 5.46 5.06 5.26 5.99 5.99 6.00 5.85 5.47 5.97 5.59
Securities 1.64 1.48 1.45 1.43 142 1.50 1.50 1.51 1.58 133
Gross federal funds sold and reverse RPs 7 14 14 21 .20 .19 22 17 21 .16
Other .08 .06 .06 .07 .06 .06 .06 .04 .04 .04
Gross interest expense 3.17 2.46 2.65 3.46 341 3.47 3.44 3.20 3.79 3.14
Deposits 2.75 2.07 2.01 2.56 2.58 2.70 2.71 2.44 2.87 2.48
Gross federal funds purchased and RPs .25 22 .35 A6 43 .37 32 34 .38 22
Other 17 17 29 44 40 .40 41 42 54 44
Net interest income 4.20 4.28 4.25 4.24 4.28 4.28 4.19 3.99 4.01 4.02
Taxable equivalent 4.30 4.37 4.34 4.32 435 4.36 4.27 4.07 4.08 4.10
Loss provisioning® 77 47 32 43 .50 .56 48 .39 .53 62
Noninterest income 1.69 1.84 1.86 1.84 1.88 2.08 2.25 2.32 2.36 2.37
Service charges on deposits 44 45 42 42 41 40 39 .38 .36 39
Fiduciary activities .28 .29 .28 27 29 32 37 .38 A4 40
Trading income .02 .03 .02 .03 .02 .01 .02 .02 .01 ®
Interest rate exposures na. n.a. n.a. n.a. .01 .01 .01 .01 .01 -01
Foreign exchange rate exposures na. n.a. n.a. n.a. .01 ® ® ® ® ®
Other commodity and equity exposures . n.a. n.a. n.a. na. ® ® ® ® ® ®
Other .95 1.08 1.14 112 116 1.34 1.48 1.54 1.56 1.59
Noninterest expense 3.88 3.92 3.78 3.68 3.69 3.73 3.86 3.70 3.84 3.88
Salaries, wages, and employee benefits 1.51 1.51 1.49 1.44 144 1.50 1.57 1.56 1.59 1.61
Occupancy 49 48 46 45 45 .46 A7 A7 A7 46
Other 1.88 1.92 1.83 1.79 1.80 1.76 1.83 1.68 1.79 181
Net noninterest expense 2.18 2.08 192 1.84 181 165 161 1.38 1.48 151
Gains on investment account securities .10 .06 -.05 -01 .02 .02 .04 -01 -.04 .05
Income before taxes and extraordinary items . 1.34 1.78 1.96 1.96 1.98 2.10 2.14 2.20 1.96 1.94
Taxes 44 .61 67 67 .69 .73 .73 .75 .68 67
Extraordinary items, net of income taxes % .04 % % % % .06 .01 % .01
Net income .90 121 1.29 1.28 1.29 1.37 1.47 147 1.28 1.28
Cash dividends declared .48 .79 .81 .87 1.04 1.09 1.01 1.06 91 132
Retained income 42 43 48 41 .25 .28 45 41 .37 -.04
MEEMO: Return on equity 12.01 14.91 15.40 14.82 14.47 14.90 15.52 16.16 14.19 13.17
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Tallle Abrtfobiertéotippeatpnsititere $htertest, raidsi ramanio cowh e epensepatse] Al bdrtkshd 92 —-2002-2001
E. Banks not ranked among the 1,000 largest by assets

Ttem 1992 ‘ 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001
Interest-earning assets 92.20 92.43 92.48 92.48 92.45 92.44 92.64 92.55 92.52 92.23
Loans and leases, net 53.03 52.95 54.64 56.61 57.38 58.75 59.11 59.75 62.31 62.56
Commercial and industrial 9.74 9.24 9.31 9.65 9.97 10.16 10.33 10.64 11.09 11.10
U.S. addressees 9.69 9.20 9.26 9.59 9.90 10.08 10.25 10.55 11.02 11.02
Foreign addressees .04 .04 .05 .06 .07 .08 .08 .08 07 .08
Consumer 9.68 9.18 9.38 9.54 9.42 8.98 8.46 8.15 797 742
Credit card 1.00 92 96 101 1.03 .85 .70 .68 .58 .56
Installment and other 8.68 8.26 842 8.53 8.38 8.14 7.76 747 7.39 6.86
Real estate 30.16 31.10 32.19 33.55 34.11 35.55 36.04 36.84 39.30 40.20
In domestic offices 30.15 31.09 32.19 33.55 34.10 35.54 36.04 36.84 39.30 40.20
Construction and land development 1.97 1.93 2.14 2.39 2.61 2.82 3.02 3.28 3.70 422
Farmland 2.06 2.20 2.34 2.48 2.55 2.69 2.83 2.95 3.06 3.03
One- to four-family residential 16.44 16.82 16.94 17.45 17.48 18.16 18.04 17.66 18.43 18.21
Home equity 1.34 1.27 121 1.20 1.20 124 121 117 1.28 137
Other 15.10 15.56 15.73 16.26 16.28 16.92 16.84 16.49 17.15 16.83
Multifamily residential a1 .84 93 .95 92 95 93 98 1.04 1.06
Nonfarm nonresidential 8.91 9.30 9.83 10.28 10.54 10.92 11.21 11.97 13.06 13.68
In foreign offices * * * * * * % % % %
To depository institutions and acceptances
of other banks .20 .16 17 19 21 .20 14 14 12 12
Foreign governments .01 .02 .01 ® ® ® ® .01 .01 ®
Agricultural production 3.55 3.58 3.89 3.95 3.93 4.05 4.28 4.06 3.85 3.74
Other loans 92 .82 a1 2 69 67 67 67 .69 67
Lease-financing receivables 17 18 20 22 23 25 24 26 27 27
LESS: Unearned income on loans -43 -.36 -31 -30 =27 -.24 -20 -15 =11 -08
LESS: Loss reserves! -.96 -97 -.95 -93 -90 -.87 -86 -.87 -88 -88
Securities 32.10 33.08 32.90 30.51 29.53 28.25 26.70 26.92 25.40 22.91
Investment account 32.04 33.01 32.86 30.48 29.50 28.21 26.66 26.88 25.38 22.90
Debt 32.04 33.01 30.64 27.92 26.51 24.58 22.30 21.82 19.43 19.76
U.S. Treasury na. na. 10.75 9.19 7.85 6.70 5.05 3.34 2.12 133
U.S. government agency and
corporation obligations na. n.a. 15.24 15.13 15.67 15.58 15.43 16.89 16.95 15.33
Government-backed mortgage pools na. n.a. 4.73 4.19 4.21 4.01 3.90 3.95 347 3.83
Collateralized mortgage obligations na. n.a. 3.05 2.76 2.46 2.19 2.02 2.00 1.70 1.98
Other na. na. 7.46 8.18 9.00 9.38 9.51 10.94 11.78 9.53
State and local government na. n.a. 5.00 4.69 4.62 4.60 4.80 4.96 4.64 4.50
Private mortgage-backed securities na. n.a. 26 .20 18 19 .16 26 23 31
Other na. na. 96 81 .68 .61 .68 .89 .88 112
Equity? na. na. 43 .45 49 52 54 53 .56 30
Trading account .05 .07 .04 .03 .03 .03 .04 .03 .02 .01
Gross federal funds sold and reverse RPs 5.10 4.67 3.42 3.91 4.04 3.95 513 417 3.22 4.99
Interest-bearing balances at depositories 1.97 1.74 1.52 1.45 1.51 1.49 1.72 171 1.59 1.78
Non-interest-earning assets 7.80 757 7.52 7.52 7.55 7.56 7.36 745 7.48 777
Revaluation gains held in trading accounts? na. n.a. ® ® ® ® ® ® ® ®
Other 7.80 7.57 7.52 7.52 7.55 7.56 7.36 745 7.48 777
Liabilities 91.07 90.63 90.43 90.04 89.81 89.63 89.54 89.75 89.89 89.57
Interest-bearing liabilities 77.83 76.88 76.19 75.74 75.59 75.47 75.35 75.90 76.05 75.97
Deposits 75.75 74.54 73.14 72.70 7247 72.05 i 71.41 70.54 70.90
In foreign offices 0.07 .08 .09 11 10 .09 07 07 .05 .06
In domestic offices 75.68 74.45 73.05 72.59 72.37 71.96 71.70 71.34 70.48 70.85
Other checkable deposits 12.33 13.16 13.31 12.37 11.75 11.39 11.18 11.07 10.57 10.16
Savings (including MMDASs) 22.10 23.55 23.23 20.41 19.57 18.98 19.01 19.69 19.03 19.23
Small-denomination time deposits 32.85 30.09 28.83 30.92 31.29 31.09 30.42 29.07 28.42 28.02
Large-denomination time deposits 8.40 7.66 7.68 8.89 9.77 10.50 11.10 11.50 12.47 13.44
Gross federal funds purchased and RPs 1.36 144 1.89 1.78 1.70 1.67 1.49 179 2.06 1.56
Other 12 .90 1.16 125 141 1.74 2.09 2.70 3.45 3.51
Non-interest-beariing liabilities 13.24 13.74 14.24 14.30 14.23 14.16 14.19 13.86 13.84 13.60
Demand deposits in domestic offices 12.23 12.82 13.34 13.23 13.12 13.09 13.09 12.81 12.65 12.14
Revaluation losses held in trading acoounts’ na. n.a. ® ® ® ® ® ® ® ®
Other 1.01 .93 90 1.07 1.10 1.06 1.10 105 1.19 146
Capital account 8.93 9.37 9.57 9.97 10.19 10.37 10.46 10.25 10.11 10.43
Mswio
Commercial real estate loans 11.85 12.21 13.02 13.72 14.18 14.80 15.26 16.33 17.92 19.10
Other real estate owned .65 52 35 25 .20 .16 13 A1 A1 12
Managed liabilities 10.56 10.09 10.83 12.05 12.99 14.02 14.76 16.08 18.07 18.63
Average net consolidated assets
(billions of: dollars) 697 687 679 666 661 647 644 651 655 677




Effective interest rate (percent) *

A.1.—Continued Table A.1.—Continued
E. Banks not ranked among the 1,000 largest by assets

Item 1992 ‘ 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001

Ratess eanmed]

Interest-earning assets 8.42 7.62 7.57 8.38 8.33 8.49 8.33 8.05 8.49 7.99

Taxable equivalent 8.58 7.78 7.72 8.53 848 8.63 8.49 Rate8earned:8.8%ableequivhient
Loans and leases, gross 9.81 9.13 9.00 9.80 9.72 9.80 9.69 Rat&28 9éifined: Ldadd
Net of loss provisions 9.05 8.62 8.65 9.39 9.29 9.35 921 8.77 9.00 8.55
Securities 6.99 5.93 5.61 6.09 6.09 6.25 598  RatBs89 6.21 5.87
Taxable equivalent 7.40 6.33 5.99 6.49 6.51 6.65 6.46 6.29 6.55 6.34
Investment account 6.99 5.93 5.61 6.09 6.09 6.25 5.98 Rag9 6.Bdrned: Inv.8&ment
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. na. 5.95
Mortgage-backed securities n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. na. 6.23
Other n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 535
Trading account 7.12 4.83 6.03 6.12 6.48 6.33 5.26 6o 4.08arned: T@a8ing
Gross federal funds sold and reverse RPs 3.50 2.95 4.08 5.95 532 5.51 535 Ratk96 &déned:Gras85
Interest-bearing balances at depositories 5.59 4.53 4.64 5.88 5.63 5.64 5.67 Rat&69 e Hd: InteredtSidearing

Rattssyaidi

Interest-bearing liabilities 443 3.54 3.49 4.46 4.48 4.60 4.60 4.28 4.80 4.42
Interest-bearing deposits 4.43 353 3.44 4.39 4.43 4.53 453 Ratd22 4.6@aid: Intet3-bearing

In foreign offices 3.97 2.91 3.92 5.73 5.34 4.77 5.08 Rhd 513 28@:1n
In domestic offices 443 3.53 3.44 4.39 443 453 453 Rh@2 4.67 448:In
Other checkable deposits 3.13 2.42 2.29 2.50 2.41 2.46 2.45 2.28 2.47 1.98
Savings (including MMDAS) 3.61 2.91 2.83 3.32 3.24 3.36 3.39 321 3.56 2.82
Large time deposits S 4.88 3.96 4.12 5.55 5.48 5.53 5.53 521 5.92 5.57
Other time deposits 5.35 4.39 4.28 5.51 5.59 5.66 5.63 525 5.70 5.61
Gross federal funds purchased and RPs 3.72 317 4.12 5.61 5.08 5.23 4.99 Rat&k73 5.70 paid:&idss
Other interest-bearing liabilities 5. qum 4.68 4.98 6.46 5.78 6.31 6.45 Rat&63 6.2%Daid: Ot5ed6 1097
19945 1997 19996 1998
Gross interest income 7.78 7.06 7.01 7.78 774 7.90 775 7.48 7.86 7.43
Taxable equivalent 7.93 7.20 715 7.91 7.86 8.02 7.87 7.61 7.98 7.54
Loans 5.29 4.92 4.99 5.63 5.66 5.86 5.80 5.62 6.02 5.80
Securities 2.24 1.96 1.84 1.86 1.80 1.76 1.59 1.58 1.58 1.34
Gross federal funds sold and reverse RPs 18 14 15 .25 24 24 .29 22 21 .20
Other .07 .05 .04 .04 .04 .04 .06 .06 .05 .05

Gross interest expense 3.45 2.72 2.65 3.37 3.38 3.48 3.46 3.26 3.64 3.36
Deposits 3.36 2.64 2.52 3.19 3.21 3.28 3.25 3.03 331 3.09
Gross federal funds purchased and RPs .05 .04 .07 .10 .08 .08 .07 .08 12 .06
Other .04 .04 .06 .08 .08 A1 13 15 21 21

Net interest income 4.34 4.34 4.36 4.41 4.36 4.42 4.29 4.22 4.22 4.07

Taxable equivalent 4.48 4.48 4.50 4.54 4.49 4.54 4.41 4.35 4.33 417

Loss provisioning® 41 27 19 24 .25 27 .29 31 .35 .36

Noninterest income 1.16 1.25 1.30 1.38 142 144 1.52 1.44 1.32 1.36
Service charges on deposits 45 45 A4 A4 A4 44 42 42 43 A4
Fiduciary activities .16 .16 17 22 19 .20 .23 .26 21 .26
Trading income .01 .01 ® .01 ® ® ® ® .01 ®

Interest rate exposures na. na. na. na. ® ® ® ® * ®

Foreign exchange rate exposures na. na. na. na. ® ® ® ® ® ®

Other commodity and equity exposures n.a. n.a. n.a. na. ® ® ® ® ® ®
Other .55 64 .69 71 .78 .79 .86 .75 .68 .65

Noninterest expense 3.66 3.74 3.78 3.80 3.69 37 3.74 3.73 3.59 3.58
Salaries, wages, and employee benefits 1.69 1.73 1.75 1.79 177 1.80 1.82 1.82 1.78 1.80
Occupancy 49 49 49 .50 49 49 49 49 A7 A48
Other 1.49 1.53 1.55 1.51 144 141 1.43 142 1.33 131

Net noninterest expense 2.51 2.49 2.48 2.42 2.28 2.27 2.23 2.29 2.27 2.23

Gains on investment account securities .09 .07 -.03 ® .01 .01 .02 ® -01 .04

Income before taxes and extraordinary items 1.51 1.65 1.66 1.75 1.84 1.89 1.79 1.62 1.59 1.52
Taxes 47 51 51 .55 59 .59 .53 A7 45 41
Extraordinary items, net of income taxes .02 .05 * % % % % % % %

Net income 1.05 1.19 1.15 1.20 125 1.30 1.26 1.15 1.15 111
Cash dividends declared 51 .56 57 62 .64 74 .82 .68 .79 67
Retained income .54 .63 .58 .58 62 57 44 48 .36 44

MEEMO: Return on equity 11.78 12.67 12.03 12.06 1231 12.56 12.02 11.26 11.38 10.61

*An aboluts valge; fess than 9.063 w%sm _ _
B:2:=Ngt availabls: MMP;&LWW ﬂé&t deposit accommt  RERsRwehss agresmsnt  ChrEstidicas of deposit
& —Elﬁ%lmﬂsé %ﬂ%%a&sé ARSISE Hidk Ty

in the Call Report, equity secur1t1es ‘are combined with “other debt securities” before 1989.
.:Before 1994, the netted value of offi-halance-sheet items appeared in “trading account ssoumities™
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.=Prior to 1997, large time open accounts included in other time dieposits.
6.=Includes provisions for allocated transfer risk.



Table AR2porRejfdrtcomincaling]. 3llbatshdORL-2002-2001

Millions of dollars

Item 1992 ‘ 1993 ‘ 1994 ‘ 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001
Gross interest income 256,415 244,742 257,065 302,376 313,120 338,224 359,179 366,177 424,461 408,363
Taxable equivalent 259,394 247,620 259,822 305,010 315,579 340,657 361,643 368,804 427,099 411,070
Loans 185,938 178,425 189,764 227,218 239,310 255,498 270,945 278,577 327,399 314,811
Securities 51,825 48,678 48,299 51,030 50,603 52,661 56,597 62,116 67,684 63,699
Gross federal funds sold and reverse
repurchase agreements 5,913 4,796 6,415 9,744 9,265 13,658 14,999 12,327 13,549 12,765
Other 12,739 12,843 12,587 14,382 13,944 16,407 16,637 13,155 15,831 17,089
Gross interest expense 122,517 105,615 110,850 147,958 150,047 164,514 178,000 174,903 222,120 190,086
Deposits 98,809 79,503 79,106 105,329 107,467 117,350 125217 119,666 151,185 133,261
Gross federal funds purchased and
repurchase agreements 9,263 8,442 12,476 18,424 16,775 20,440 22,182 21,130 26,867 19,660
Other 14,441 17,669 19,269 24,204 25,806 26,724 30,600 34,106 44,069 37,165
Net interest income 133,898 139,127 146,215 154,418 163,073 173,710 181,179 191,274 202,341 218,277
Taxable equivalent 136,877 142,005 148,972 157,052 165,532 176,143 183,643 193,901 204,979 220,984
Loss provisioning(Includesprovisionsforloananfllea2él8k@sandfitBddatedtradBotisk.) 12,631 16,206 19,176 21,222 21,121 29,753 43,263
Noninterest income 67,044 75,847 77,224 83,851 95,278 105,765 123,487 144,198 152,415 160,600
Service charges on deposits 14,126 14,898 15,281 16,057 17,043 18,558 19,769 21,497 23,720 27,129
Fiduciary activities 10,452 11,199 12,124 12,890 14,288 16,604 19,269 20,502 22,220 22,025
Trading revenue 6,273 9,238 6,249 6,337 7,523 8,019 7,705 10,478 12,446 12,566
Other 36,193 40,513 43,572 48,567 56,424 62,587 76,743 91,720 94,028 98,882
Noninterest expense 132,815 140,523 144,905 151,137 162,401 170,988 193,702 204,400 215,756 226,944
Salaries, wages, and employee benefits 55,484 58,507 60,904 64,013 67,776 72,342 79,506 86,151 89,044 94,671
Occupancy 18,152 18,578 18,978 19,760 20,883 22,082 24,161 25,864 26,766 28,091
Other 59,181 63,439 65,023 67,363 73,742 76,563 90,036 92,385 99,946 104,181
Net noninterest expense 65,771 64,676 67,681 67,286 67,123 65,223 70,215 60,202 63,341 66,344
Gains on investment account
securities 3,957 3,054 568 481 1,123 1825 3,090 250 2,298 4,647
Income before taxes 45,273 60,662 66,974 74,980 80,866 91,137 92,833 110,201 106,947 113,317
Taxes 14,450 19,861 22,429 26,222 28,431 31,986 31,892 39,263 37,383 37,739
Extraordinary items, net of income taxes 401 2,085 17 28 88 56 506 169 32 -322
Net income 31,224 42,886 44,528 48,785 52,522 59,206 61,447 71,108 69,532 75,258
Cash dividends declared 14,226 22,068 28,165 31,105 39,391 42,752 41,206 51,956 52,533 55,201
Retained income 16,997 20,816 16,362 17,681 13,132 16,454 20,241 19,152 16,999 20,056




