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U.S. commercial banks continued to be highly profit-
able in 2004. Return on assets and return on equity
declined moderately from the previous year's levels,
but they remained in the elevated range that has
prevailed since the mid-1990s (chart 1). Banks’ prof-
itability and balance sheets benefited from a brisk
expansion of the economy and supportive Afiiman-
cial conditions during 2004, Although the Federal
Reserve gradually raised its target for the federal
funds rate over the second half of the year, the stance
of policy remained accommodative (chart 2). Short-
and intermediate-tefm interest rates rose over the
course of the year, but yields on longef-term Trea=
sury securities were little changed on net, and the
Treasury yield eufve flatiened neticeably. Inierest
fates oA residential merigages ended the year a
teueh lewer, on balanee, and eentinued i6 Swppert
FeBust Reusing aetivity. Risk gﬁf@ﬁ% B8R E6fperais
Bendi—particulaly Righ-yield bends—narrowed
substantialty:

NOTE. Except where otherwise indicated, data in this article are
from the quarterly Repoxts of Condition and Income (Call Report) for
insured domestic comercial banks and nondeposit trust companies
(hereafter, banks). The data consolidate information from foreign and
domestic offices and have been adjusted to take account of mergers
and the effects of push-down accounting. For additional information
on the adjustments to the data, see the appendix in William B. English
and William R. Nelson (1998), “Profits and Balance Sheet Develop-
ments at U.S. Commeicial Banks in 1997, Fedralil Reseeyve Badliin,
vol. 84 (June), p. 408. Size categories, based on assets at the start
of each quarter, are as follows: the ten largest bamks, large banks
(those rafiked 11 through 100), mediumr-sized banks (thoese ranked 101
through 1,000), and sfall banks. At the start of the fourth guarter of
2004, the approximate asset sizes of the banks in these groups were as
fellows: the ten largest banks, mere than $96 billien; large banks,
$6.7 billien te $96 billien; mediumrsized banks, $422 millien to
$6.6 billien: and small banks, less than §422 millien:

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

Favorable financial market conditions, accompa-
nied by a stimulative fiscal policy and continued
rapid growth in productivity, supported economic
activity. Buoyant consumer spending on durable and
nondurable goods reflected solid income growth,
improvements in labor market conditions, and greater
household wealth; the greater wealth, in turn, arose
from gains in the stock market and continued sharp
increases in house prices. Healthy profits and eash
flows enecouraged business investment ii eguipment
and seftware, whieh rese smartly threugheut the yeat.
Businesses alse added censiderably te invenieries for
the first time sines 2001. With the finaneial obliga-
tiens ratie of heusenolds stabilizing Belew the peak
feaehed af the end of 2002 and the debt burden for
nenfinancial corperations eontinuing 8 fall, hguse-
holds and Businesses had relatively strong dAnancial
positiens gverall during 2004

These economic and fimancial conditions were
reflected in the changes in bank balance sheets over
the year. The robust activity in the housing sector and
generally low mortgage interest rates buoyed resi-
dential mortgage lending at banks despite the ebbing
of the 2003 refinancing wave. Even though consumer
spending was sirong, consumer loans advanced at
only a moderate pace and likely were restrained by
the substitution of mertgage debt for higher-rate ¢on-
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[graph Blotting two lines: return on equi
assets.

13.5% in 2001, then ends 2004 at about 14.

NOTE. The data are annual.[endofnote.]
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eturn on assets started 1990 at about .48%, rose

to about 1.2% in 1993, then stayed around there until

2002, then rose to about 1.35% in 2004. Return on equity

started at about 7.5% in 1990, then rose to about 15.5%

in 1993, then staﬁed around there until dropgg/ngi to about
0
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on managed liabilities, which rose strongly last
year.
Economic and financial developments also strongly

l;graph plotting five lines: ten-year treasury securities, Intendadfluenced banks’ profitability in 2004. As the yield

ederal funds rage, High-yield bonds, Moody's Baa corporat

bonds, and Thirty-year fixed-rate mortgages.

Ten-year Treasury securities started 2000 at about 6.75%,
drogg)ed to about 3.3% in 2003, then ended 2005 at about
0. Integded federz}l funds.rate started 2000 at about 5.5

2

then up to about 6.5%

rom mid 2000 through early 2001.
Then drops and starts 2002 at about 1.75%. By mid 2003 it
dropped to about 1%. Then mid 2004 it started rising and

Turve flattened markedly, the net interest margin
the@arrowed a bit further, The net interest margin may
&lso have been eroded by increased competition in

the C&I loan market, which contributed to a narrow-
ing of lean spreads over reference rates. Gains in

ended mid 2005 at about 2.75%. High-yield bonds started 2000R=interest income were less pronounced than in

at about 11.5%, up to about 14.25% early 2001, then dom&%
then down to about 7.5% in 2005, then ended mid 2005 at

about 11.6% in mid 2002, then up to about 14% in earl

003. Despite contributions from filduciary activities,
pan-servieing fees, and securitization activities, the

about 8.5%. Moody's Baa corporate bonds starts 2000 at abog}:gwm of nen-inierest inceme was resirained By

8.3%, dropped fairly steadily ending mid 2005 at about 6%.
Thirty-year fixed-rate mortgages started 2000 at about 8.3%
Then dropped to about 5.25% in mid 2003, then ended 2005

at about 6%.]

NOTE. The data are monthly and extend through March 2005.[endofnote.]

SOURCE. For Treasury securities, mortgages, and Moody's corporate
bonds, Federal Reserve Board, Statistical Release H.15, “Selected Interest
Rates” (www_federalreserve govitelleases/hllS); for federal funds, Federal
Reserve Board (www.federalreserve.gov/fomc/fundsrate.htm); for high-yield
bonds, Merrill Lynch Master II index.

sumer credit. Strong cash flows and profits allowed
many nonfinancial corporations to finance capital
spending with internal funds and thus reduce their
borrowing needs. Nonetheless, after three years of
retrenchment, short-term business debt—consisting
of commercial and industrial (C&I) loans from banks
and comrmereial paper—rose last year to meet fiims’
greater need to fund accounts receivable, inventories,
capital expenditures, and feraer and acquisition
aetivity. C&1 leans alse reeeived a beest from the
supply side, as banks reporied easing their lending
standards and terms threugheut the year. Banks alse
Feperied easing their standards and ferms BA 66M:-
mereial real esiaie leans, and sueh 1eans increased
despiie soft eondiiiens everall in that seeter. Stll-
low interest rates fueled the grewth of core dspssits:;
But the Fse was insufficient {8 fund the increase
1R Bank 3SSEIS: As a result, banks relied more heavily

weakae&_@ iﬁ_ iﬁV@§H’ﬂém Banking revenue, a _ﬁ]@ﬂé_@é
eoniractien in irading ineome, and a deeling in gains
ff@ﬁi lean §§1€§: Meanwhile, fen-interest &xpense,
whieh rese Briskly, was beested By provisiens fer
lif}gﬁﬂeﬂ and expenses related {0 sizable mereers at
3 few 1aroe Banks: HOWRVEY, the cORHAHed HMpFove:
ment in gverall credit quality Hrsughout e year
allowed Banks {8 tim thelr provisiening fof 1ean and
|ease 19sses, and delingueney and EHQ%%EZBE fates for
all 19an categeries Hended down. Realized gains on
lﬂ?@ﬁ[%@ﬂ%ﬁ%&%ﬁﬁ"t_ SEEHHIMeY declingd last year But
SHIT GRTHBHIRA 18 1ASOME:

Although more new commercial banks were char-
tered in 2004 than in 2003, merger activity increased,
and the number of banks fell to 7,678 at year-end
(chart 3). Some of the merger activity involved very
large banks and thus contributed to an increase in the
concentration of industry assets. The share of indus-

GhartNumbamob drank haakd s hadeshh es sfta seetiscataitpedargest
banks, 1930-2004

[chart is made of two graphs, one plotting number and
one plotting share of assets with lines 100 largest and
10 largest.

Number started 1990 at about 12.5 thousand, then drops
steadily ending 2004 at about 7.5 thousand.

Share of Assets has 100 largest start 1990 at about 50%
then rise steadily ending 2004 at about 78%. 10 largest
started 1990 at about 20% then rose steadily ending
2004 at about 50%.]

[footfdeiel depositsl ape ditanare ticm deyioni tsl egaeing ssdopogits ¢pusliosl-(includ- NOTE. The data are annual. For the definition of bank size, see the general
ing money market deposit accoumts), and small time deposits.[endoffootnote.] note on the first page of the main text.[endofnote.]
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Percent
Ttem 1995 1996 1997
Assets 7.59 6.13 9.22
Basatsstrtarasheansitty assets 7.82 5.82 8.66
Bosats lntetdstasasningassetsLoans and leases 1@t} 817 532

Bssatslateiabtagatniindastetsl oansandleasesi@AEommefcd and 12dBtrial 12.94

Resdtshttgeest-earningassetsLoansandleases(i&D&eal estatds 9.30

Beosdteihteretd parpingadatek oansandleasB#Bt)RealeSt&itBooked.58 domesfi@@fficed2.36
Basetstotboest-BammihygassetsLoansandleases(net)RealestateBookedindomesticofficesOne- to four-family
9.28

residential 10.01 4.66 9.67

Aitetsinterest-earningassetsLoansandleg& net)RedieZfte BooRediindomediafices B A6
BosstekhtardkireagmingtisessLoansandlease®@et)Reale8tdBBooked.34 foreigrBdices 6.28

Bosatslntarest- earn|ngassetsLoansandIeasesumam:onsunﬁrlz -2.19
@ﬂsﬁ I- oansand @D Dther RABGand {FAHS
Loansandleases(net)Loan-loss reserves and

46 —45

unearned income L
S@se&atmsrest -earningassetsSecurities 56 .86 8.85
inear imgassetsSecuritiesInvestfhé& accouft10 8.66

BSefbintesastearningassetsSecuritiesIndiBt@bntacefidhd8.S. TrB8Fy

BSetstnterastzeatringassptafeluritiesInvestmentaccountU.S. government agency and

corporation obligations 6.42 3.63 14.18
BtketsInterest-earningassetsSecuritiesinvedti@ntaccounB3ther 11.21
FusdisigtacesttaairningassetsSecuritiesTradiiig.8tcount14.44 10.00
DtbetsInterest-earningassetsOther 8.61 1.06 38.54
NssatiniNoasintaresheansitty assets 6.06 829 13.03
Liabilities 7.22 5.99 9.11
Clabélidigso€ivse deposits 3.94 413 452
Tiabiiti¢sGokbelepsiits Transaction deposits -3.11 -3.44 455
Biahiljtieaidredegbditeiadingssend small timBdHosits 8.35 9.04
Matitigied NedvikigedFiabilities"* o 10.61 9.73 13.79
DigholitisshteriagedliakititiesDeposits booked in foreign
offices 5.13 427 1113
LiaipiditienanagedliabilitiesLarge time 19.60 21.17 20.15
BidhitidiesivtahagedkianititiesSubordinated notes and
debentures 6.61 17.74  21.05
OtdfeititieshdarabbicibdbifielesOther managed [1db@idties  8.38 12.14
EéahititidddtaragestiabtitiksFederal Home Loan Bank
advances n.a. n.a. n.a.
Oidétities Other 20.49 2.60 23.80
Equity capital 12.06 777 10.44
Meswio
Commercial real estate loang®#°"l2 6.32 767 1013
MEeieadddraghgd-backdtiesecurities 66 2.06 14.16

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

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

try assets held by the 10 largest banks rose 3.9 per-
centage points, to 48.0 percent; the share held by
the 100 largest banks rose 1.6 percentage points, to
76.9 percent. Three banks failed in 2004 with com-
bined assets of just $151 million,

Merger activity also continued at the bank holding
company level, and the number of top-tier bank hold-
ing companies declined by 4 in 2004, to 5,148. As
they did at the bank level, mergers drove up the
concentration of assets at bank holding companies.
The share of assets of all bank holding companies
held by fifty large bank holding companies rose
to about 77 percent. The Gramm-Leach-Biiiley Act

Mwio:
Dec.
1998 1999 2000 2001 2002 2003 2004 2004

(billions

of

dollars)
818 544 876 512 719 719 1077 8258
820 583 866 305 754 729 1129 7157
876  8.03 924 182 590 652 1121 4736
7.88 854 673 T4l 456 440 899
709 1222 1074 794 1443 978 1538 2,595
1002 802 1485 068 1505 2547
636  9.70 570 1985 1005 1579 1468
1331 1095 88l 920 1407 1079
162 397 741 1574 3550 48
34 -1.49 804 416 658 931 1012 782
1395 671 701 202 -02 830 364 533
311 234 799 1315 574 268 419 73
840 511 636 722 1620 944 1058 1,838
1206 668 286 88 1354 870 615  LS10
2517 189 3272 4027 4192 1418 -15.86 61
700 183 375 1284 1810  9.67 947 989
%99 2099 13 D18 27 5o 301 461
4332 693 3716 372 3602 1405 3680 328
379 837 1030 1300 292 683 1431 584
810 290 045 1281 506  6.62 754 1,101
806 558 859 445 712 125 954 7428
7.04 23 753 1055 758 730 824 3974
141 97 131 1020 512 2,90 318 744
1073 380 1054 1066 1142 843 048 3230
044 1554 879 273 534 697 1206 2911
871  14.60 784 1096 449 1263 1684 865
909 1419 1937 -365 505 143 2182 705
1700 507 1398 956 -59 508 1049 109
0.49 1776 300 247 655  6.62 442 1232
n.a. n.a. n.a. n.a. 17.21 3.74 3.68 244
857 637 1540 310 1355 838 606 543
953 38 1065 1232 783 661 2316 830
1137 1542 1216 1310 682 899 1381 1,075
212 334 329 2005 1556 1010 1301 86l

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

of 1999 created the option for bank holding compa-
nies to become financial holding companies; as such,
they are allowed to engage in activities related to
securities underwriting, insurance sales and under-
writing, and merchant banking. During 2004 the

large bank holding compamies are defined as the fifty largest bank
holding companies as measured by total consolidated assets after the
exclusion of a few institutions whose commencial banking operations
account for only a small portion of their assets and earnings. The
article “Report on the Condition of the U.S. Banking [ndustry: Fourth
Quarter 2004, also in this issue, provides information on the fiffty
large bank holding compamies and on the banking industry from the
perspective of bank holding compamies (including ffinanciell hold-
ing companies) that file repotts FR Y-9C and FR Y-9LP; currently,
only about 2,200 top-tier bank holding companies are required to fille

[foothotd]hz. ritimbenobebank hrldimg|dongpanivs aaies ralutede lstttdsticstisticsthose repoits (see “Repoit on the Comdition,” table 1, last row, and

shown here include all top-tier bank holding compamies. The fifity

fete 1).[endoffootnote.]



number of financial holding companies increased to
636, and by the end of the year, more than 80 percent
of assets at bank holding companies were held by
financiedl holding companies.

Total assets of U.S. commercial banks grew 10.8 per-
cent in 2004, about 3 percentage points faster than
the growth in total debt of the domestic nonfinan-
cial sector and the fastest rate in more than a decade
(table 1). Securities expanded 10.6 percent, and loans
and leases advanced 11.2 percent. Reflecting the
growth in both business and household spending last
year, all major loan categories advanced for the first
tire sifiee the late 1990s.

Liabilities grew 9.5 percent last year. Low oppor-
tunity costs supported growth in core deposits, but
the rate of increase was insufficient to meet the rise
in assets. Remaining funding needs were met with a
rapid expansion of managed liabilities—most notably
large time deposits.

Loans to Busimesses

The net fimancing gap—the difference between capi-
tal expenditures and internally generated funds of the
U.S. nonfinancial sector—increased last year from
the low point it had reached in the third quarter of
2003 (chart 4). In addition, net bond issuance in
2004 was lower than in 2003. Firms relied more on
commercial paper and bank loans to meet their fund-
ing needs; C&I loans grew 4.4 percent in 2004,
Responses to the Federal Reserve’'s quarterly
Senior Loan Officer Opinion Survey on Bank Lend-

3. The net ffimncingz gap rose in the fourth quarter because of a
special dividend payment by Microsoft that reduced internal funds by
$32 billion. Even after excluding this special paymemt, howewer, the
fineme@ring gap increased over 2004.

LhaDbmabd rmad d gl s wopldittond ifowr(s &drlGats toans at
selected banks, large and medium-sized borrowers,
1990-2005

Nelsprartdeastaggraphbhiek $ seportage 9 tdegksdapartdng stronger

demand,andNetpercentageofbanksthattig
Net percentage of banks reporting stronger demand (Series begins with the
November 1991 survey.) starts the end of 1991 at about -30%. It rises to
about 40" by 1993, down to about -5% by early 1996, then up to about

growth in retained earnings as well as increases in 30% inb1998, with adrlop to aboHt -10% bél tr:je end of tﬂat yegr, a jump bacl
: ; e i up to about 30% in early 1999, then a steady drop, reaching about -70%
goodwill resulting from significant merger activity. in late 2001. Then rising, beginning 2005 at about 50%.
S

Goodwill and other intangible assets boost Niepg&t@dntage of banks that tightened standards (Series begins with the

assets and capital but are not included in Afrgurvey.) begins in 1990 at about 57%, then drops, reaching mid

capital ratios. These ratios were little @Ha% -20‘%). Then it rises, rea%hmg about 60% in 2001, then a drop,
SR . ; eginning 2005 at about -25%.

thus remained i the very high ranges seen in recent g g 6]

yeats.

Bank capital rose to 9.4 percent of average net
consolidated assets in 2004, and that gain also helped
fund asset growth. Capital expanded because of the

€hartinanfingngdp gugaprdhnonfienti nandfiakooipbratipasations,
19902004

[graph starts 1990 at about $40 billion. It drops to about
$20 billion in late 1991, stays there until beginning of
1993. It rises a little reaching about $80 billion in mid
1995, drops to about $25 billion in mid 1996, then rises
steeply, reaching about $325 billion in early 2001.
Then it drops sharply, reaching about -$25 billion in
early 2004. It rises and ends 2004 at about $25 hillion.]

NOTE. The data are drawn from a survey generally conducted four times

per year; the last observation is for the January (Ql) 2005 survey. Net

percentage is the percentage of banks reporting an increase in demand or a

tightening of standards 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 of

NOTE. The data are four-quarter moving averages. The financing gap is the $50 million or more.[endofnote.]

difference between capital expenditures and internally generated funds.[endofnote.]
SOURCE. Federal Reserve Board, Statistical Release Z.1, “Flow of Funds
Accounts of the United States,” table F. 102 (www.federalreserve.gov/

releases/z1).

SOURCE. Federal Reserve Board, “Senior Loan Officer Opinion Survey on
Bank Lending Practices” ((www.federak ve.gov/boarddocs/snloansurvey).




ing Practices (BLPS) suggest that both stronger
demand and easier standards and terms contributed
to the growth in business loans. The share of respon-
dents reporting stronger demand for C&I loans
rose significantly in the 2004 surveys and exceeded
40 percent in the January 2005 survey (chart 5).
Reasons cited for increased demand included
inereases in inventories and accounts receivable,
plant and eguipment expenditures, and mergers and
acguisitions.

Small and medium-sized banks—which typically
lend to smaller businesses—saw substantial increases
in C&I loans in 2004 (13.6 percent for small banks
and 9.9 percent for medium-sized banks). In contrast,
C&I loans at the ten largest banks were essentially
flat, but they had previously been in a period of
sustained decline. This difference across bank sizes is
consistent with data from the June 2004 Call Repert,
whieh shew that small business leans (eriginal
ameunts of $1 millien or less) grew from mid-2003
e mid-2004, while larger C&! leans eentrasted.
Threugheut the year, larger net pereentages of BLBS
respendents reperied inereased demand for C&t leans

GharDém aidd rand dsgppl g weplsh ondifoansofamescialercial
real estate loans at selected banks, 1996-2005

Nacipetiesnta ‘b ke reportige ot
and Net Per%?ntage of anplrfthat tightened standards.

from small borrowers (those with sales of less than
$50 million) than from large- and medium-sized
borrowers.

Significant fractions of banks responding to the
BLPS in 2004 reported also having eased C&I lend-
ing standards, in large part because of a firmer eco-
nomic outlook (chart 5). Moreover, appreciable frac-
tions of respondents reported throughout 2004 and
into 2005 that they had eased C&I loan terims—
including loan sizes, costs of credit lines, spreads,
covenants, and collateralization reguirements (data
net shown in chart). This easing of loan terms is
confirmed by results from the Federal Reserve’s guaf-
terly Survey ef Terms of Business Lending, whieh
shew that banks extended C&! leans ef inereasing
faturity and larger size threugheut the year. Aneiher
faetor influeneing C&! Iending terms, ééé@_f@hﬁfg {8
BLBS respendenis, was inereased competition ffem
gther banks and from ASABARKS:

Commercial real estate (CRE) loans rose 13.8 per-
cent in 2004. Growth rates of real-estate-secured
loans for construction and land development and of
loans secured by multifamily properties were particu-
larly strong in the second half of the year as the
economy improved. As in previous yeafs, growth
rates at medium-sized and small banks were more
than twiee these pested at larger banks (see box
“Commeicial Real Estate Loans”).

Responses to the BLPS indicated that demand for

toarger cmmetindg stronger demandCRE loans increased throughout the year, although

Net percentage of banks reporting stronger demand starts 198&angbopermgydage of banks reporting increases in
rises to about 50% by 1998, drops to about -50% by the end gé@{ddtl Hipped a bit in early 2005 (chart 6). Respon-

to about 15%

ise in 2005.
Net percentage of [)anis that_tlghtene(P standr’ards started 1996 at about 15%,
then dropped to about -10% in 1997, then rises to about 50% in early 1999,
drops to about 5% by mid 1999, then up to about 50% by early 2002, then

drops to about -25% by 2005.]

NOTE. See general note and source note to chart 5.[endofnote.]

dents also said that they had eased standards and
terms on these loans over 2004. The reasons given
for easing were similar to those for Cé&l loans,
ineluding more cormpetition from other lenders and
af impreved ecenomie outlook:.

[fdotrlota] acEerdetails, deteiltheselischssitincinsointérestl dreconel mneime  and

Expense” below in the section “Trends in Profitability."[endoffootnote.]



{Beginm noialbReHT dintaty dieh&ea) bptamallenddagloy Smaller Banks

At the 100 largest banks, the share of assets that consists of
commercial real estate (CRE) loans has changed little in
recent years, while the share at medium-sized and small
banks (hereafter, smaller banks) has increased substantially
(chart A). This discussion explores some of the possible
reasons for, and consequences of, the rapid accumulation of
CRE loans at smaller banks. The growth in CRE loans at
smaller banks as a group masks considerable variation
across banks. We examined the distribution of growth rates
of CRE loans at more than 5,000 smaller banks that had at
least 1 pereent of assets invested in CRE loans at the end of
1996 and remained in existenee through the end of 2004.
The median guafterly (annualized) growth rate of CRE
leans aver that peried was between 5 pereent and 20 pereent
for mere than half of these banks; but abaut 15 pereent of
the baRks saw runeffs in these 1eans, while reughly 10 per-
sent of the banks Had grewth rates exeeeding 25 persent
(ehatt B): To facilitate the analysis, we classified each bank
as “high growth’ or “low growth” depending on whether
the median rate of growth of its CRE loans was above or
below the distribution’s median value of 10.6 percent for all
smaller banks in the 1997-2004 period. We then investi-

NOTE. Thomas F. Brady, of the Division of Monetary Affairs, prepared
this material.[endofnote.]

gated the relative performance of the two groups over that
period.

The return on assets at high-growth banks has generally
been higher than the return on assets at low-growth banks in
recent years (chart C). Similary, the return on equity (not
shown) has been markedly higher at high-growth banks, in
part because of their generally greater leverage. This better
performance also reflects higher net interest raigins at
high-growth banks than at low-growth banks over the same
period (data net shown). Delinguency rates on CRE loans
have been relatively loew by histerieal standards for bath
greups of banks. The delingueney fate at high-grewth banks
has been eonsistently belew the rate at lew-growih banks
(ehart D). The better perfermanee of the high-grewth
banks in this regard may refleet, in pat, the very fast ef
mere rapid growih in sueh leans Beeause Rew leans are
presumanhy Hnlilely to default for 3 time.

A portion of CRE loans consists of C&I loans that are
collateralized by real estate—that is, loans the proceeds of

BhartIBstribugioib utfi onedfianegtiaw thr oateh oft€RIE RIS loans
at smaller banks, 1997-2004

[graph of the distribution rates based on median
quarterly growth, 1997-2004 (annual rate, percent)

ghart Gomifieromkread lostatoehtates lagaspas poptaporiferssofisassets, of low-growth banks (10.6% or less) and high-growth

by bank size, 19®5-2004

[graph plotting two lines: smaller banks and 100 larger banks.
Smaller banks started 1985 at about 9.5%, rises to about 14%
in 1991, then up to about 26% in 2004.

100 largest banks started 1985 at about 8.5%, rose to about
13.5% in 1991, dropped to about 9.5% in 1996, then rose to
about 11% in 2001, then ended 2004 at about 10%.]

NOTE. The data are annual. For the definition of CRE loans, see table 1,
note 2. Smaller banks are those smaller than the 100 largest; for more
detail on size categories, see general note on the first page of the main text.

[end of note.]

banks (greater than 10.6%). The median growth rate
of distribution is 10.6%. For banks with -15 to -10%
growth the distribution was about 2.5%, for banks with
-10 to -5% the distribution was about 6%, for banks
with -5 to 0% the distribution was about 8%, for banks

with 0 tg 5% the distribution was about 12.5%. For
banks with 5 to 10% the distribution was about 17.5%.
For banks with 10-15% the distribution was about 19%.

For banks with 15-20% the distribution was about 14%.
for banks with 20-25% the distribution was about 10%.
For banks with 25-30% the distribution was about 5%.

For banks with 30-35% the distribution was aobut 6%.]

NOTE. For the definition of CRE loans and smaller banks, see chart A.
The growth rates are those of the 5,731 smaller banks that had at least
1 percent of assets invested in CRE loans at the end of 1896 and ranmaiined
in existence through the end of 2004; these banks corresponded to about
76 percent of the total number of smaller banks and roughly 82 percent of
their total assets at the end of 2004. For each bank, we caleulated the
merger-adjusted growth rate of CRE leans for each gquarter and then toek
the median of its thirty-twe guarterly grewth rates.[endofnote ]



which were not used to purchase or improve the securing
real estate. (Call Report instructions specify that any loan
secured by real estate is to be reported as a real estate loan.)
In March 2005, Federal Reserve System staff members
contacted nine smaller banks that had high concentrations
of, and rapid growth in, CRE loans to inquire about their
CRE lending. Asked what percentage of their CRE loans
were C&I loans secured by real estate, the nine smaller
banks gave answers that ranged from about 2 percent to
about 30 percent, with most less than 10 percent.

A few of these banks indicated that over the three years
ending in the fitst quarter of 2005, they had tightened CRE
lending standards somewhat, on net, but similar fractions
noted some tendency to ease loan terms by, for example,
raising maximur loan sizes, trimming loan spreads over
costs of funds, and boosting loan-to-value ratios. However,
these banks had tightened debt-service coverage ratios, on
net. They alse indicated that their CRE lending over the
past three years had been seeured by propeities leeated in
beth urban and suburban areas and te a lesser exteft in
exurban areas. The types of secufing properties mest fre-
guently mentioned were wareheuses and ether industrial

structures; also mentioned were office buildings as well as
nursing homes and other medical facilities.

The two most frequently mentioned reasons for the rapid
growth of CRE lending over the past three years were
generally favorable economic conditions and population
growth in the banks’ lending markets. Banks also men-
tioned that profitable investment in office buildings some-
times coincided with high vacancy rates because some of
the vacant offices were less well suited for the types of
businesses expanding in their markets. The banks generally
did net atiribute mueh of the growth te an inerease in the
share of CRE leans that represented real-estate-sesured
C&I leans. Banks repofting an inerease i that share eited
twe faetors: rising values of esmmereial struetures, whieh
inereased the eapaeity of thelr ewners e Bertew. and
the Banks' impesitisn ef stricter eollateral requirements 8n
Borrawess.

The rapid run-up in CRE loans over the past three years
raises questions about its effects on other aspects of banks’
balance sheets. The responses of the banks contacted sug-
gest that the growth was accommodated in part by reducing
capital-to-asset ratios, although banks also reported raising
new capital to meet the rising demand for CRE credit. The

[fodtnstefiltar Ausititiar vourestiddias thekBd dirah®R éaderal BResdiverRgard's Augshks generally reporied that they had not reduced acquisi-

2002 Senior Loan Officer Opinion Survey on Bank Lending Practices;
the institutions responding to the survey are generally much larger than the
smaller banks under discussion here. For the fiifity-three: banks answering the
question, the answer ranged from less than 2 percent to more than 30 percent,
with most less than 20 percent. The average for all fifity-three respondents
was about 15 percent.[endoffootnote.]

ChartRetur R et assartsast str @l antedtdesh A 91057 -2004-2004

Egraph Hotting high-growth banks and low-growth

anks. High-growth banks starts 1997 at about
1.32%, drops to about 1.26% in 1999, up to about
1.28% in 2000, drops to about 1.21% in 2001, up
to about 1.31% in 2002, then ends 2004 at about

1.27%.
Low-growth banks starts 1997 at about 1.32%,

drops to about 1.16% in 2001, up to about 1.22% in

2002, down to about 1.16% in 2003, then ends
2004 at about 1.2%.]

NOTE. For definitions, see charts A and B.[endofnote.]

tions of seeurities or limited the growth of other types of
|eans to aceommedate the additienal CRE assets.[endofbox.]

Dhartllinpslinguertey oaté3Rdn IORE kanndlantalidsbanks,
1997-2004

Egraph Hotting high-growth banks and low-growth
anks. High-growth banks starts 1997 at about 1.8%,
drops to about 1.3% in 1999 stays around there till
2000, then rises to about 1.6% in 2001, then drops to

about 1.15% jn 2004,
Low-growth banks starts 1997 at about 2.7%, drops

to about 1.95% in 1999, stays around there until 2000,
r|s7e§()/to]about 2.4% in 2001, then ends 2004 at about
. 0.

NOTE. The data are annual. For the definition of delinquency rates
on CRE loans, see the note to chart 22; for other definitions, see charts A
and B.[endofnote.]



ans to Household L . . .
k/loortgage rates remaslned low over the course of 2004, and with income and employment advancing, the housing sector expanded strongly again.

Against this favorable backdrop, residential mortgage loans grew 15.8 percent in 2004, the fifth consecutive year of gains and an even faster
growth rate than in 2003. Residential mortgages, which are loans secured by one- to four-family residential properties and include first-lien
mortgages and home equity loans, represent the largest share of bank loans to house-

CHart ResiReniteintiah pagtypcfinaftinpciogwcyivig0129049004  GharlNet pétetpergentfigel ofteel betnlishiaghtetigtg eamglatdn dards
for consumer lending, 1996-2005

[graph based on January 26, 1990 = 1.
Starts 1990 at 1, rises to about 15 by late 1993, drops to about [Hosckanthesnlogmptothenthanesredin sartieer than creditcards,and

lin eat'&’ 1995, [1Ses to about 9 in early 1996, drops to about ggﬁéh?ﬁlgrj Ilcg)gﬁs?btherthan credit cards starts 1996 at about 16%, then rises to

2 by mid 1996, rises to about 28 by late 1998, drops to about abomti)t 24.155@ in Igtoeoll%r?, then grogs to aboué 251°f§’ in 5%30// 1999I, Ithen Tises
i to about in , then varies between about 10 an until late

3 by early 2000, up to about 42 in late 2001, drops to about when it cont?nues dropping and ends early 2005 at about -2.50%.

. 5 n

11 in early 2002, up to about 97 in mid 2003, then ends 2004 Credit card loans starts 1986 at about 25%, then rises to about 49% in late

at about 21.] 1996, then drops to about -3% in 2000, then up to about 20% in 2001, then
drops to about -4% in early 2005.]

NOTE. The data are four-week moving averages. For definition of resi-
dential mortgages, see text.[endofnote.]
SOURCE. Mortgage Bankers Association.

holds. Much of the acceleration in residential mort-
gages resulted from growth in revolving home equity
loans, which rose more than 40 percent. Mortgage
loans grew especially fast early in the year, when
long-term interest rates had declined to a very low
level. The low rates generated a renewed flurry of
refinancing activity (chart 7) that was accompanied
by strong demand for mortgages to finance home
purehases. As these rates backed up a bit in anticipa-
tien of monetary peliey tightening, growih slowed
semewhat but remained elevated through the end ef
the year.

On net, BLPS respondents reported decreased
demand for residential mortgages throughout the year
(chart 8). Fluctuations over the course of the year in
the percentage of banks reporting demand increases
seemed to reflect changes in the trend of refinancing

NOTE. See general note and source note to chart 5.[endofnote.]

activity. In the first half of 2004, the net percentage
of banks reporting increased demand rose somewhat,
but it dropped back a bit over the latter half of the
year.

Residential mortgages have expanded at a double-
digit rate since 2002. Responses to special questions
o on the January 2005 BLPS indicate that several fac-
Bharie:t phietpergentigelof tseldutnlt brrrtappstiogatronger  yorg contributed to banks’ increased holdings of resi-

demand for residential morigages, 1%30-2003 dential mortgages over the previous three years, First,

according to 75 percent of the respondents, many

[graph starts late 1990 at about -45%, rises to about 60% in mortgages _oﬂgmated OVEf this peﬂod_had adjustable

mid 19?h1r,0 tlf;err]l (\)/?r]ieesé ﬁet\ivgegg 223% ggh%r;% g(t;/atu_%l O/itin rates, making them relatively atiractive to hold as

ggflseslg%. late 1995 it was up to about 50%, t_hentz_iro S assets. S@@@ﬁd_, sustained d_@ﬁ]ﬁﬁd for fortgages had

e 500 et U oout 0278 T id o ocupperied Hhelr retufns, Tinally, Mmany banks foted

45% in r?]id 2001, then varies be¥ween about 0 and 45% until that a Wid@ﬂlﬂ@ of §ﬁf@.ﬁg§ Between m@ftgageg @ﬁd

it gzoisses through 0 in late 2003, and then ends 2004 at about fﬁ@ftgﬁg@=§ﬁ@l€@@_ securities fade the underlying
-50%.] leans mere attraetive e held.

Consumer loans at banks grew 10.1 percent last
year. However, after adjustment for the effiect of a

[BotlePS. r&spetdransardeittstiaretédstouctakitter ondid ecenlgansvioinans for
home purchase, not refinancings of existing mortgages. In many cases,
howewen, the refinanced mortgage may not be held by the originating

NOTE. Series begins with the October 1990 survey. For definition of resi- bank, making it difficult for the respondemts to make this distinction
dential mortgages, see text. See also general note and source note to chart 5. easily.[endoffootnote.]
[end of note.]



large merger in the third quarter, the growth rate of
consumer loans was a more moderate 5.8 percent.

Banks’' standards and terms for consumer loans
changed little on net last year according to the BLPS:
Approximately the same proportion of banks tight-
ened standards for credit card loans and other
consumer loans as eased them (chart 9). Changes
in terms reflected a similar trend, with a slight net
pereentage of domestic respondents having tightened
credit card terms and a similarly slight net percentage
having done so for other consumer loans (net shown
in ehart). Overall, demand for consumer leans reperi-
edly mederated:

Other Loans and Leases

Banks' holdings of other loans and leases grew
3.6 percent in 2004. Although the rate marks a slow-
down from 2003, growth in that year was heavily
influenced by an accounting change that shifted into
this category an estimated $42 billion in assets that
were previously off-balance-sheet items. A 5 percent
rise in farm loans reversed a downward trend seen
since 2001. Improved overall economic conditions
strengthened the fiscal situation of many state and
local governmenits and contributed to a slowing in the
growth of loans to this sector from 16.8 percent in
2003 to a still-rapid 13.9 percent in 2004,

Securities

Banks expanded their securities holdings consider-
ably again in 2004. Last year’s 10.6 percent advance
was more than 1 percentage point faster than the
2003 pace and about in line with total asset growth.
Much of the growth reflected a substantial rise in
securities held in trading accounts, which jumped
36.8 percent on the year; securities held in invest-
ment accounts advanced 6.2 percent. As a share of
average net consolidated assets, securities holdings in
2004 increased for the third year in a row, to 22.6 per-
cent (chart 10),

Mortgage-backed  securities in  investment
accounts, which grew 13 percent over the year, rose
to a 10.4 percent share of bank assets at the end of the

ffootinte[rber Jdre wasrger twas lafgewbarkrdeolding dohdpagicsompdnies

caused a reclassification of certain securitized credit card receivables
as credit card loans; credit card outstandings jummped 46.2 percemt in
the third quarter as a result.[endoffootnote.]

Trodtimate]etaiko sate sk searlserka@idrRobeata Rolie(200REy i P2odity,
and Balance Sheet Developmemts at U.S. Commenciial Banks in 2003,”
Fedteabl Ressevee Bullétinin, vol. 90 (Spring), p. 168.[endoffootnote.]

Obart Bank Behdithgd dif gscofi tbeu bitiagprspoptiopoot sotalf total
bank assets, 193B-2004

[graph begins 1990 at about 19%, rises to about 25.75%

in early 1994, then drops to about 19% in mid 2001,
then up to about 23.8$ in early 2004, and ends 2004 at
about 22.3%.]

NOTE. The data are quarterly.[endofnote.]

fourth quarter. As with mortgage loans, banks' hold-
ings of mortgage-backed securities followed the
swings of long-term interest rates. Banks accumu-
lated mortgage-backed securities at a rapid clip in
the first quarter; as longer-term interest rates rose in
anticipation of the policy tightening, such holdings
shrank in the second gquarter, and they fell further
in the third guarier. Growth returned strongly in the
fourth guarter after rates declined.

From a longer-term perspective, bank involvement
in residential mortgage products has increased dra-
matically over the past twenty years. In 1985, resi-
dential mortgages accounted for 7.3 percent of
average net consolidated assets, while agency pass-
throughs—one type of morigage-backed security
available to investors at the time—were less than
1 percent. By iihe end of 1995, the share of resigeniial
merigage produets en Banks' beoks had risen o
22.2 pereeni—14.4 pereent in merigages and 7.8 pef-
eent in seeurities. By the end of 2004, banks' asset
share ef these predueis had risen te mere than
28 pereent:

Liabilfitiass

Commercial bank liabilities grew 9.5 percent last
year, with all classes of liabilities posting increases.
The 8.2 percent growth in core deposits outpaced the
previous yeatr’s strong advance by about 1 percentage
point, but it lagged the expansion in total assets.

me of the run-up in core deposits in the first half of
the year was attributable to the decline in mortgage
rates in the first quarier (chart 2). The drop in rates

M58 to an inerease in refinancing. When securitized

mortgages are refinanced, the proeeeds are held tem-



Chart S¢lectrel eltntestinkstid itiekiit teandtshan kprspoptioportion

of their total domestic liabilities, 193®-2004

The tier 1 ratio is the ratio of tier 1 capital to risk-weighted assets;

the total ratio is the ratio of tier 1 plus tier 2 capital to risk-weighted
assets. The leverage ratio is the ratio of tier 1 capital to tangible

assets. Tangible assets are equal to total assets less assets excluded

from common equity in the calculation of tier 1 capital. [end of footnote.]

ties at domestic banks—but the proportion was much
higher at medium-sized banks (23.9 percent) and at
small banks (22.1 percent).

[graph plotting three lines: savings deposits, small time deposits,

and transaction deposits.
Savings deposits starts 1990 at about 20%,

then up to abof?@%av

in 1993, then down to about 22% in 1995, then up to about 39%

thee

d.of 2004.
SmaIT time geposits starts 1990 at about 24%, goes up to a
26% in 1991, then down to about 19% in 1994, up to abou

in 1995, then ends 2004 at about 10%.
Transaction deposits starts 1990 at about 23%,
29% in 1994, then ends 2004 at about 11%.]

NOTE. The data are quarterly. Savings deposits include money market
deposit accounts.[endofnote.]

porarily in a liquid deposit account before disburse-
ment to the securities holders, thereby boosting
deposits for a time; the slower pace of refinancing in
the second half of the year diminished this effect to
some extent. As a share of total liabilities, savings
deposits grew during the four quarters of 2004, while
the shares of transaction and small-denomination
time deposits fell a bit (chart 11).

With the growth of assets outstripping that of core
deposits, banks relied more heavily on managed
liabilities—defined as the sum of demand notes
issued to the U.S. Treasury and other borrowed
money, federal funds purchased and securities sold
under repurchase agreements, subordinated notes and
debentures, large time deposits, and deposits booked
in foreign offices. This sum grew 12.1 percent last
yea¥, and its share of total liabilities rose to 39.2 pet-
cent. For all banks, large tife depesits pested the
fastest gain, 21.8 pereent; at the ten largest banks,
§Heh depesits grew even mere rapidly, 30.6 peresit:

Banks again expanded their use of Federal Home
Loan Bank (FHLB) advances in 2004. These loans
grew approximately 3.7 percent last year, about the
same rate as in 2003, but well below the growth rate
of 17.2 percent in 2002. On average last year, FHLB
advances equaled 8.6 percent of total managed liabili-

gm—m the slower growth of liabilities relative to
Sspds, equity capital at banks surged more than
23 percent in 2004. Howewver, much of this increase

goes up to abfkkted the effects of accounting for several large

mergers, which boosted the value of goodwill Risk-
weighted assets grew 10.5 percent; tier 1 capital
(which excludes goodwill) grew 10.0 percent, and
tier 2 capital advanced 6.7 percent. As a result, the
tier 1 ratio was basically unchanged at about 10 per-
cent, and the total ratio (tier 1 plus tier 2) ticked down
slightly; the leverage ratio remained about constant
(chart 12). Thus, overall, the share of industry assets

Poctitnte naficial FAraomiakiAg StamdagdStandeddde Bnasdgdetinadl gwodwill as
an intangible asset equal to the excess of the cost of an acquired entity
over the net of the amounts assigned to assets acquired and liabilities
assumed—im other words, the premium paid by the acquirer of a ffinm.
For details on how this affected banks’ accounting, see Mark Carlson
and Roberto Perli (2003), “Profits and Balance Sheet Developments
at U.S. Commmiciial Banks in 2002, Fedétrakil Resseywe Bullétitin, vol. 89
(June), p. 255.[endoffootnote.]

[footrdtet 10anditierl 2 edptitr] 2reapétailaterse gpadasompsmdasnresapital 1 capital
consists primarily of common equity (excluding intangible assets such
as goodwill and excluding net unrealized gains on investment account
securities classified as available for sale) and certain perpetual pre-
ferred stock. Tier 2 capital consists primarily of subordinated debt,
preferred stock not included in tier 1 capital, and loan-loss reserves.
Risk-weighted assets are calculated by multiplying the amount of
assets and the credit-equivalemt amount of off-balance-sheet items (an
estimate of the potemtial credit exposure posed by the item) by the risk
weight for each category. The risk weights rise from 0 to 1 as the
credit risk of the assets increases.

CBart Rz:guRégny atapjtadapitis;at RR)-D9T8H 2004

]igraph following three lines: Total (tier 1 + tier 2),
ler 1, and Leverage.

Total starts 1990 at about 9.8%, rises to about 13.2% in
1993, then down to about 12% in 2000, then up to about
12.6% in 2004, . .
Tier 1 starts 1990 at about 7.7%, rises to about 10.7% in
1993, then down to about 9.2% In 1998, then up to about
10% in 2004. .

Leverage starts 1990 at about 6.3%, then rises to about

7.8% in 1993 then stays around there for the rest of the

oot LB Wit Bstablishedtin | 1932 dn doesr amgnvepomsoedponsorg@raph. ]

enterprises chartered to provide a low-cost source of funds, primarily
for mortgage lending. They are cooperatively owned by their member
finanoidh] institutioms, a group that originally was limited to savings
and loans associations, savings banks, and insurance companiies. Com-
mercial banks were first able to join FHLBs in 1989, and since then
FHLB advances have become a significant source of funding for them,
particularly for mediumrsized and small banks.[endoffootnote.]

NOTE. The data are as of year-end. For the componenis of the ratios, see
text notelD(fendofnote.]



Chart A3setiasetsamd asgul atgpitadapi ek Ht ouglitadapéth baaltsbanks, Derivatimess

1990-2004

Shizarcismfatie
and Average margin by which banks were well capitalized.
Share of industr%/ assets at well-capitalized banks starts 1990 at about 26%,
rose to about 99% in 1996, and stays around there for the rest of the graph.
Average margin by which banks are well capitalized starts 1990 at about 2.9%,
goes up to about 3.05% in 1991, then drops to about 1.8% in 1998, then
rises to about 2.2% in 2002, then ends 2004 at about 2%.]

NOTE. The data are annual. For the definitions of “well capitalized” and of
the margin by which banks remain well capitalized, see text notes 11 and 12.
[end of note.]

held by banks that were considered well capitalized
for regulatory purposes remained largely unchanged
from the very high level of 2003 at about 96 per-
cent (chart 13). The estimated average margin by
which banks exceeded the well-capitalized standard
declined slightly in 2004 (chart 13).

The market for innovative financial products has
continued to expand. Banks have increased their off-

dinstigraphsciiarevod i ncapitalizssh ankwel-capitalized bankhglgnce-sheet  derivatives positions over the past

decade, and this trend continued last year. At the end
of 2004, the notional value of all derivatives con-
tracts held by banks was more than $88 trillion, up
about $19 trillion from the end of 2003. The ten
largest banks held the lioi’s share of these contracts,
whieh inereased to 98 percent in 2004. The largest
proporiion of netienal value for these contracts
eentinues 6 be iA interest rate derivatives. Investors
use these eeniraets, iR pari, {0 hedge interest rais
Figk. The eentinued growih in Reldings of merigages
and merigage-Backed seeuriHBs—INSIFUmRNIE Whese
F_H@@‘é are partieularly sensitive f8 interest raies—
fkely EBﬁHiBHE%E\ I8 30 inerease IA Redeing Activity
By Banks® eustomers In {nierest Faje derlvatives maf-
KEES: AS intermediaries A sHeh IRSHFUMBALS, Panks
would therefore seg thelr ﬂelﬁmg% HSE:

Credit derivatives are agreements in which default
risks associated with a given borrower are transferred
from a beneficiary to a protection provider. The mat-
ket for credit derivatives continues to develop, and
banks’ holdings of credit derivatives surged in 2004,
inereasing at a rate not seen since the beginnings of
the market for them, around 1998. Notional holdings
still remain small, however, relative to those of
sofe other types of derivatives (see box “Credit
Derivatives”).

The notional value of banks’ holdings of foreign
exchange contracts, equity derivatives, and com-
modity and other contracts—which constitute the
remainder of banks' derivatives porifolios—advanced
strongly in 2004, Foreign exchange contracts
inereased 21.0 percent, and equity and commodity
contraets combined moved up 33.9 percent.

The notional value of derivatives contracts is one
measure of overall market activity; another measure,
the fair value of these contracts—which measures
the value of all contracts if settled at the reporting
date—is substantially smaller. Moreover, banks’

IfbotWie]l1capivalizedy baliksd aiearthosarevitiosa wish eapitell rasintal rGGE1VALVES positions tend to be offsetting because of

greater than 10 percent, a tier 1 ratio greater than 6 percent, a leverage
ratio greater than 5 percemt, and a composite CAMELS rating of 1 or
2. Each letter in CAMELS stands for a key element of bank fifinawiial
condition—Capiital adequacy, Asset quality, Managemenit, Earnings,
Liquiidiity, and Sensitivity to market risks.[endoffootnote.]

their activity as dealers. At the end of 2004, the gross
positive fair value of banks® derivatives coniraets
totaled abeut $1.33 trillien and exeeeded the negative
fair value by $26 billion, up from $23 billien in 2003.

[Botfke} estiratedstierted mangigebpandirctopankicoxoeeiedstended stBARkS Rave had a pesitive net fair value in these

dards for being well capitalized was computed as follows: 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
margin among all well-capitalized banks is the weighted average of all

eoniraets fof the past five yeafs.

the individual margins, and the weights are each bank’s share of the
total assets of well-capitalized banks.[endoffootnote.]



[BEcdit\NDENGBHIFBO X]Credit Derivatives

Credit derivatives are over-the-coumter agreements in
which the risk of credit loss of a reference entity is trans-
ferred from one party (the beneficiary) to another (the
protection provider). The Bank for International Settle-
ments estimates that the total notional amount of credit
derivatives outstanding worldwide was about $4.6 tril-
lion in June 2004. According to surveys of market part-
icipants conducted last year by the British Bankers® Asso-
ciation and Fitch Ratings, banks held the largest share
of credit derivatives at the end of 2003. Securities ffimms,
insurance companies, and hedge funds were also active
participants in the market. Banks and securities firms were
active on both sides of the market, while insurance coms-
panies were mostly sellers of protection. Hedge funds
have been active as protection buyeis for some time, but
reeently they became major players as proteetion sellers,
tee.

The Fitch survey reveals that about two-thirds of all
credit derivatives held at the end of 2003 by U.S. and
Canadian banks and broker-dieallers were credit default
swaps (CDS) referenced to an individual entity. Those
contracts generally allow the beneficiary to deliver to the
protection provider an obligation of the reference entity
upon default of the latter and receive its par value in
exchange. Portfolio CDS produets, sueh as traded indexes
of CDS, baskets of CDS, and synthetie eollateralized debt
obligations (CDow) aceounted fof a further 25 pereent of all

NOTE. Roberto Perli, of the Division of Monetary Affairs, prepared this
material [endofnote.]

credit derivatives. Some portfolio products are popular
because they allow investors to trade credit risk on a poten-
tially large number of reference entities in just one trans-
action; others are popular because their value is sensitive to
default correlation risk and thus can be used as a hedge
against the tendency of different reference entities to default
at the same time.

In recent years the total notional amount of credit deriva-
tives held by U.S. commercial banks has expanded very
rapidly. According to regulatory reports, it exceeded
$2.3 trillion at the end of 2004—more than double the total
at the end of 2003—and mote than 99 percent of the 2004
total was held at the ten largest institutions. Banks were
beneficiaries on mote than $1.2 trillion of the 2004 notional
ameunt, and they were protection provideis on abeut
$1.1 trillion (ehatt A). ©m net, therefore, banks were recipi-
ents of credit protection, as they typically have been in the
past, and only a handful of banks were net protection
providers. As the credit quality of U.S. firms improved and
credit spreads declined in 2004, the market value of credit
derivatives contracts for which banks were the protection
provider more than doubled, to about $15.5 billien. Cen-
versely, the market value of eontraets for whieh banks were
the beneficiary deelined a similar amount, and these posi-
tions showed a less of abeut $15 billion at year-end
(6hatt B). The aggregate net fair value of all credit deriva-

FoondidDS . baskeDR baskatrictathantracefiranizdefe ranoed thamone tmityone entity.

Typically, the buyer of protection has the right to deliver a defaulted bond
and receive par in exchange upon the default of any of the entities referenced
in the basket. Such contracts are called “first-to-default baskets.” Investors

[fodbeatel dnkSéer Batde datiotmibrietitmabiett|Ehréatnial TChunad | BaaktrdtrBank Sggn also trade “mifirtocddisidtlt baskets,” whereby they can deliver a bond for

vey: Foreign Exchange and Derivatives Market Activity in 2004, available at
www.bis. org.[endoffootnote.]

par upon the nth default among the reference entities. Synthetic CD@s are
contracts that transfer credit risk on portfolios of CDS on a large number of

Podbeeteh e Bfiershhs dikitisti Raskeiatidsst€iattbin DeCireativ &eRioptinteB0RBport 20@Ference entities.[endoffootnote.]

2004," available at www.bbaorguk; and Fitch Ratings, “Global Credit
Derivatives Survey,” Special Report, September 7, 2004, available at
www.fitchratings.com.[endoffootnote.]

AhariNatiomNd tionah s ol nte dit cheditatisréwdidvesfiwhwhich
banks were beneficiaries or protection providers,
2002-04

[graph plotting two lines: beneficiary and protection
provider. Beneficiary starts 2002 at about
$.23 trillion and rises to about $1.21 trillion by the end

of 2004. . -
Protection provider starts 2002 at about $.22 trillion

and rises to about $1.13 trillion by the end of 2004.]

NOTE. The data are quarterly.[endofnote.]

BhariNst faietdhie viluedit creditaderésatovdasactniracts in
which banks were beneficiaries or protection
providers, 2002-04

[graph plotting two lines: net positive fair value of
protection-provider contracts, and Net negative fair
value of beneficiary contracts.

Net positive fair value of protection-provider contracts
starts 2002 at about -$1 billion, dropped to about

-$6 billion in mid 2002. Then up to about $9 billion

the end of 2003, down to about$6.5 billion in mid 2004,
then ended 2004 at about $16 billion.

Net negative fair value of beneficiary contracts starts 2004
at about -$2 billion, then drops to about -$10 billion mid
2002, then up to about $8 billion in the end of 2003, then
down to about $6 billion in mid 2004, then ends 2004 at
about $15 billion.]

NOTE. The data are quarterly. The net positive fair value on
protection-provider contracts is computed as the difference between the
gross fair value of such contracts with positive fair values and the gross fair
value of such contracts with negative fair values. The net negative fair
value of beneficiary contracts is computed similarly.[endofnote.]
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tives contracts on banks’ books was thus only about
$500 million, down from a little more than $900 million a
year earlier.

As with most other types of derivatives contracts, banks
enter into credit derivatives both in their role as dealers and
for their own account. The large notional amount of credit
derivatives held on banks” books, combined with the small
net market value of those contracts, is consistent with banks
having a substantial dealer role. Indeed, banks that are
engaged in that type of activity would generally aim at
keeping a balaneed boek by entering into at least partially
offsetting eontracts with a variety of counterparties.

Banks may choose to enter into credit derivative con-
tracts for their own account for a number of reasons. First,
banks that wish to reduce their exposure to credit risk may
find it less costly to buy protection in the CDS market than
to reduce the size of their loan or bond portfolios. Buying
such protection, unlike securitizing of selling loans in the
secondary market, has the added advantage of enabling
banks to retain and serviee the leans and thus aveid compro-=
faising their relationships with clients About three-fourths
of the global banks that responded to the Fitch survey stated
that they use credit derivatives to some extent for credit risk
management purposes, although less than one-fifth men-
tioned it as a dominant reason for their involvement in the
market.

Second, credit derivatives can be viewed as an alternative
asset class, and banks seeking to gain exposure to corporate
credit risk or further diversify their existing credit portfolios
can sell protection in the single-name or portfolio CDS
market as an alternative to buying corporate bonds or

January 2003 Senior Loan Offficer Gpimion Survey on Bank Lending Prac-
tices, most banks indicated that purchasing a CDS is superior to selling a

! K Q
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risk-based capital charges ¢ more closely matche
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loan because it preserves the bank's relationship with the borrower.[endoffootnote.] W

TRENDS IN ARROHITABILITY

The banking industry continued to be very profitable
in 2004, Although return on assets (ROA) and
return on equity (ROE) were both slightly below the
previous year's levels, they remained well within
the high range prevailing since the mid-1990s. ROA,
at 1,34 percent, was only 5 basis points below the
previous year’s record. ROE, which was damped by
merger-related increases in reported equity, declined
more than 1 percentage point but was still a healthy
14.23 percent. The fraction of banks with negative

Tfhotilhe] ddjustheenty ust thendsto tih ¢ akatacocaie eft noergers anek ghes and

extending C&I loans. About 70 percent of global banks
do so, according to Fitch, but again only a minority of those
said this was their main reason for participating in the
market.

A third important reason that banks may want to enter
into credit derivatives contracts, mentioned by about half
the global banks surveyed by Fitch, is regulatory capital
management. Under the 1988 Basel Capital Accord, which
determines the amount of regulatory capital that banks are
required to hold against their credit exposures, loans to
corporations caffy a risk-based capital charge of 8 percent,
which is largely independent of the eredit guality of the
berrewes. For 1aans te highly rated eorperations, this eapital
eharge likely exeeeds the ameunt of econemie eapital that
a prudent bank weuld ehoese to held against the eredit
expesuie. Altheugh eredit derivatives are net esvered by
the 1988 aceord, Ratienal bank regulaters Rave treated them
in a way that is eensistent with the spirit ef the aeeerd. If &
Bank helds a 1ean on whieh it has purehased proteetion in
the eredit derivatives market from anether Bank, it only
exposuie, from & regulatery a8 well 33 an econemie per:
speetive, s 18 the eaunterparty Bank. Sinee, under the 1988
36605, S%E%Béﬁ?%%% 18 ofEeP Banks (that Is; Banks regnlated
By 2 MeMBRL countty 8F e esdanizakien foF ECOASMIE
£8-operation and Bevelopment) cary only a 18 percent
SQIBﬁai charge, credit protection purchased Hom these panks
allaws Banks 18 reduce eonsiderably the capltal hey are
Fequired 19 Nold Agalnst ESrparale 19ans aRd &t e same
time retaln these 19ans o thelr balance shegts. THE Fetin
Sarned SR SHER 19aps, Moweve: Ret f the &ost pald feF
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net income shrank for the third consecutive year, to
5.8 percent, and accounted for less than 1 percent of
industry assets.

The slight weakening in profitability occurred
mainly at the 100 largest banks. The net interest
margin declined a bit further at these banks, likely
in part because of additional flattening of the yield
curve; a possible further contributor was an intensifi-
cation of competitive pressure in the C&I loan mat-
ket. Gains in non-interest income were outpaced by
a fise i non-interest expense. lncome from ffitlusiary
and securitization activities rose, but income from
investment banking was essentially flat, gains frem
§E1@§ of leans fell, and trading revenue eontracted

effects of push-down accoumting were relatively large for 20104.[endoffootnote.§ ﬁ[‘pbf! Aﬁ iﬁéfé%@ 1ﬂ ﬂ@ﬁ[‘@@iﬁ’ﬂﬁ% @Hﬁf§§§:



Ghart Bank Bk gtdcksptiyem dilcet arldat vdl bard€, bank,
and the S&P 500, 2000-0%

Egraph plotting three lines: S&P 500, Top 50 Banks, and Top
25 Banks, based on January 2004=100. S&P 500 started
2000 at about 125, then down to about 75 by late 2002, then
ending in 2005 at about 108. Top 50 banks started 2000 at
about 65, went up to about 86 in mid 2001, then down to
about 69 in early 2003, then up to 105 by 2005. Top 225
banks started in 2000 at about 34, rose to about 72 In earl
2002, down to about 57 in early 2003, then up to about 123
in late 2004, then ending at about 110 in 2005.]

NOTE. The data are momthly and extend through March 2005. Stock prices
are weighted by market value.[endofnote.]
SOURCE. Standard & Poor's and Ameniéenn Haker.

including merger-related expenses and litigation pro-
visions at a few of the largest banks—contributed to
the rise in non-interest expense.

Partially compensating for these developments was
the continued improvement in overall credit quality.
This trend, which has been driven by the strengthen-
ing of household and business balance sheets and the
ongoing economic expansion, has allowed banks to
further reduce their provisions for loan and lease
losses. Realized gains on investment account secufi=
ties, even though not as strong as in 2003, continued
to boost inceme. Unrealized pains en available-for-
sale securities declined somewhat; in paft, the drop
probably reflected adjustments to seeurities portfolios
resulting from the repesitioning of interest rate risk,

Chart Aserakeerpgmdprfadtesf catesibordihatetindtbd atebt at
selected bank holding companies, 2002-05

[graph starts at about 100 basis points beginning of 2002,
rises to about 150 late 2002, then drops and ends in 2005
at about 55 basis points.]

NOTE. The data are monthly and extend through March 2005. Spreads are
over comparable-maiunity Treasury securities.[endofnote.]
SOURCE. Merrill Lynch bond data.

changes in market interest rates, and the realization
of past gains through the sale of securities.

Despite substantial earnings, banks—particularly
the top ten—trimmed the share of profits paid out
as dividends. As a result, retained earnings almost
doubled as a share of net income and boosted equity
capital. Industry equity was also augmented consider-
ably by the revaluation of assets and liabilities that
resulted from some large merger transactions, which
iA turR were accompanied by sizable inereases in
goodwill. Supported by solid profitability, bank held-
ing eompany stocks again eutperfermed the S&P 500
during 2004 (ehart 14). The spread ef rates en suber-
dinated debt over raies on eomparable-malurity Trea:
Sury Seeurities remained at very lew levels in 2004
(ehart 18).

Intevestt Incomez and Expense

Despite an increase in short-term market interest
rates following the onset of monetary policy tighten-
ing in June of last year, the average rate paid on
banks’ liabilities and earned on banks’ assets for
2004 as a whole moved lower. As the average rate
earned declined more than the average rate paid,
the industry’s net interest margin narrowed for the
second conseeutive year, falling 12 basis points, 0
3.66 pereent (chart 16). Mueh ef the narrowing came
in the first half ef 2004, hewever, and the fet interest
fargin ehanged little ever the second half of the year
despiie a considerable flattening of the yield surve.
The further narrowing of the net interest margin is
also consistent with a reported increase of competi-
tive pressure in the C&I loan market, which appears
to have led some banks to trim spreads of loan rates
over reference rates despite a pickup in loan demand
(chart 17). In the October 2004 BLPS, banks were
asked about the inerease in competition in the C&l
lean market. Respondenis that had experienced
greater competition during the year reperied that the
largest inerease came from other U.S. eommereial
banks and that the seeend-largest inerease, espe-
eially fer the largest eommereial banks, eame frem
invesiment banks: Abeut halt of the respendsnis
felt that the persisienee of this shift in compeiition
was net well established, but the maierity of Banks
expressing a0 opinien indicated that the inerease
feflected 2 permanent chanes in fhe strueture of the
E&! 1030 market: 10 the Januaty 3665 BEBS, Banks

Ttbothite] aldisEussiodi sfubs affottthefefifackebi ntandss tranesront thatascon the net

interest margin, see Carlson and Perli (2004), “Profits and Balance
Sheet Developmentts,” p. 173.[endoffootnote.]
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phaioksSlines:Allbanks small,medium,large,and10largest.All

anks starts 1990 at about 3.85%, up to about 4.30% in 1992, drops to
%bé)suot 3_.9%:0T 2000, then up to about 4.05% in 2002, then down to about

.65% in ’
Small starts 1990 at about 4.40%, then went up to about 4.70% in 1992,
then up to about 4.75% in 1995, then down to about 4.23 in 2004.
Medium starts 1990 at about 4.26%, then up to about 4.74% in 1993, then
dowg to about 4.35% in 1999, 4.45% in 2001 then ends 2004 at about

4.05%.

Largeostarts 1990 at about 3.60%, rises to about 4.3% in 1992, down to

%bénoutfl.zz%‘&in 1995, then up to about 4.45 in 1997, then down to about
8% in .

10 Qr est starts 1990 at about 3.5%, rises to about 3.65% in 1994,

then drops to about 3.3% in 1997, then up to about 3.8% in 2002,

then ends 2004 at about 3.25%.]

NOTE. The data are annual. Net interest margin is net interest imcome
divided by average interest-earning assets. For definition of bank size, see the
general note on the first page of the main text.[endofnote.]

were asked why nonbank lenders had become more
aggressive competitors. Respondents pointed to the
senior status of loans in bankruptcy and restructuring
proceedings, increased liquidity in the secondary
market, and a trend toward market-based pricing.
The fall in the banking sector’s net interest margin
was driven by a decline of 25 basis points at the ten
largest banks. These institutions rely on managed
liabilities for their funding more than other banks
do. Because rates paid on these liabilities are more
sensitive to changes in market interest rates than are
rates paid on core deposits, the net interest margin
at the ten largest banks was more adversely affected
than that at other banks by the increase in short-term
interest rates during 2004, The net interest margin at
the ten largest banks was also eroded by continued
runoffs of their C&I loans: Despite a pickup in busi-
ness lending in the second half of the year, the share
of interest-earning assets attributable to sueh loans

Lhart Nzt pétecmage ofagel aftsd|dotet dontestics Hacksasmegeasing
spread of rates on C&I loans over cost of funds, by
size of borrower, 1Y¥0-2005

Graph plots two lines: Large and medium sized, and small.

arge and medium sized starts 1990 at about 11%, then rises to
about 60% in 1991, then drops, reaching about -60% in 1993. Then
a slow trend upwards, reaching about -40% in 1997, then a sharper
rise reaching about 45% in 1999. Then it drops to about 7% in late
1999, then rises to about 60% in early 2002, then drops, ending early
2005 at about -50% .
Small starts 1990 at about 7%, then rises to about 40% in 1991. then
drops reaching about -30% in early 1994, by 1999 it is up to about
20%. It drops to about 0 in 2000, then rises to about 40% in late
2001. then ends early 2005 at about -30%.]

NOTE. See general note and source note to chart 5.[endofnote.]

fell from 15.9 percent to 12.6 percent over the year
at the ten largest banks. The large drop was only
partially offset by a shift toward higher-yielding
loans, such as credit card loans. The ten largest banks
also increased their share of interest-earning assets
that consisted of investment-account securities
(ineluding mortgage-backed securities); because rates
of return on securities are generally lewer than those
on leans (in particular, C&I loans), this shift contrib-
uted te the narrewing of the net interest margin.

At large banks, the average rate earned on assets
was essentially unchanged, and the average rate paid
on liabilities ticked down relative to 2003. As a
result, the net interest margin for such banks was
little changed. Large banks did not experience run-
offs of C&I loans, and they benefited from an
inerease in the share of credit card loans, the yields
on whieh are higher than those on other loans and
were higher in 2004 than in 2003. In addition, these
institutions boosied the share of interest-earning
aAssets that consisted of relatively high-yielding real
estate leans by 1.7 percentage points, t6 36.5 pereent;
the inerease was equally distribuied Between residen-
tial and esmmereial real estaie 18ans:

As with large banks, the net interest margin was
little changed at medium-sized and small banks; the
decline in the average rate paid on liabilities was
about in line with the fall in the average rate earned
on assets. Relative to larger banks, medium-sized and
small banks benefited from their greater reliance on
core deposits, whose rates adjust slowly to changes
in market rates. In addition, these banks further

ISotahtelhies ten datpestbharigesthoastharetiof shtere ot beasingt Ibebiiitiesiabilijpgregsed the share of commereial real estate loans

that consisted of managed liabilities was about 58 percemt in 2004,
compared with a share of 53 percent at large banks, 36 percemt at
medivm-sized banks, and 26 percent at small banks.Jendoffootnote.]

in their pertfelies. Investing in these assets, whieh
appear to have relatively higher yields than residen:



tial real estate loans, allowed them to limit the decline
in the overall rate of return on their assets.

Non-intenestt Income: and Expense

Non-interest income grew 2.6 percent in 2004, a
notable slowing from the previous year’s 8.9 percent
rise. An 11 percent increase at the ten largest banks
was partially offset by an almost 4 percent con-
traction at large banks and by smaller declines
at medium-sized and small banks. As a share of
total revenue (chart 18, top panel), non-interest
income edged down but remained within the range
maintained over the past few years following the

Tfootbie] 6 ory iekid eartiak sindneianared ciahweal cisthtre doassaaeel ots are

available separately from the Call Repaxt; only income data for the
broader ‘“real estate loan’ category are available. To investigate the
relationship between the concentration of commendcial real estate loans
in banks’ real estate portfolios and the yield on real estate loans, we
ran a cross-sectional regression of the latter on the share of real estate
loans that are backed by commenciial real estate. We found that the
coefficient is both positive and statistically significant for small and
mediumr-sized banks.[endoffootnote.]

Chart Wem-iN@melttarestrio cord s adrd teel ectatponapioments as
a proportion of revenue, IH¥B-2004

strong uptrend of the 1980s (not shown) and 1990s.
Deposit fees continued to grow about in line with
total revenue (chart 18, bottom panel), although the
ratio of fees to deposits moved down for the second
consecutive year (chart 19). A 12 percent rise in
fiduciary income was likely atiributable, in part, to
gains in equity prices, which pushed up the value of
assets held in bank trusts. Trading revenue contracted
13 percent, however, as income from interest rate
exposures dropped sharply at the 100 largest banks.
Grewth in the ‘“‘ether” component of nen-ifiterest
inceme deelined mere than 9 perceniage peinis, {6
1.6 pereeni. Revenue frem investment banking activi-
ties was almest fat, and gains from sales ef leans
fell sharply aeress the indusity, prebably IR part
Beeause of redueed merigage originatiens. Besitive
contriputions ineluded an 11.5 pereent Fise iR 19aA
§_§Wl€_lﬁ§ fees a3 well a5 a0 Increase A securifiza-
Hen income. The remaining eompenent of Siner
ROR-iRigrest iRCoMe—Which AclHdes, ameng Siher
Hhngs, safe 88F8§ﬂ Bex rent rent and Siher income
from oiher real estate owned, and ineame and fees
from automated teller machines—increased ABSHt
4 ereent:

The rate of growth of non-interest expense
increased almost 3 percentage points, to 8.3 percent,
in 2004, lifting the ratio of non-interest expense to
total revenue roughly 2 percentage points, to 60 per-
cent (chart 20). The cost of premises and fixed assets
as a share of revenue was essentially unchanged, and

Chart has two panels. Top panel is Total, bottom isthe number of branches continued to grow at a mod-

elected components.
Top panel: Total started 1990 at about 32.5%,

to about 43% in 1999, down to about 42% in 2002,
to about 44% in 2003, then ends 2004 at about 42.5

[bottom panel plots three lines: other non-interest

ihen ESi.pace. Salary and benefit expenses grew 6.3 pef-

gfn; a slightly slower rate than in 2003, and their
flo to total revenue edged up enly a few basis
poifis. The number of bank employees expanded
reughly 3 pereent, a toueh higher than in 2003, but

income, fiduciary income plus trading income, and thart Depodefasintesrio asmeprspoptiopooti dotalf dotakdbmestic

deposit fees.

deposits, 1930-2004

Other non-interest income started 1990 at about 18%,
rises to about 27.5% in 1999, down to about 26% in
2001, then up to about 28% in 2003, then ends 2004

bout 27%.
RS

uciary income plus trading income starts 1990 at

about 8%, then stays between 8 and 10% for the rest

of the graph, ending 2004 at about 7%.

Deposit fees starts 1990 at about 6%, goes down to
about 5.5% in 1999, then ends 2004 at about 7%.]

NOTE. The data are annual. Revenue is calculated as the sum of non-
interest income and net interest income.[endofnote.]

[the line starts in 1990 at about .51%, then rises to
about .78% in 2002, then ends 2004 at about .75%.]

NOTE. The data are annual.[endofnote.]



Dhart IRon-ihtenein expetnsx penbscdadtsdleota onempo asnts as
a proportion of revenue, I¥B-2004

Chart Dbt Beflehuficiebufanbsssis essd £iand dinlaoblad askiigations
ratio for households, 19¥3B-2004

this chart has two panels: top panel is Total, bottom is
elected components. ) [This chart has two panels: top panel is Debt Burden for

Top panel: Total. Starts 1990 at about 68%, rises tononfinancial corporations, bottom panel is Financial

about 69% in 1991, drops to about 61.25% in 1997,akigations ratio for households.

to about 63.5% in 1998, then down to about 57.75%Tigp panel: Debt Burden for nonfinancial corporations.

2002, then ends 2004 at about 60%.] starts 1990 at about 20%, drops to about 11% in 1994,
stays around there until 1998, then rises again reaching
about 17.5% in 2002. Then it drops, ending 2004 at
about 11.5%.]

Bottom chart: Selected components. Plots three lines:
remises and fixed assets, Salaries and be[igdttdrafighnel: Financial obligations ratio for housgholds.

other, . 0 o i
Premises and fixed assets starts 1990 at a gﬁ%ggr%ﬁ:gg&uié;‘é?iﬁ ’2%%) ,St;[]%r?be%%glz%%i got n

slowly drops and ends 2004 at about 8%. 3bouf,18.35% ]

Salaries and benefits starts 1990 at about
slowly drops to about 26% in 2004.

Other starts 1990 at about 27.5%, rises to about 30% in

1991, drops to about 27% in 1997, rises to about 29%
in 1998, then ends 2004 at bout 26%.]

NOTE. The data are annual.[endofnote.]

the growth of salaries and benefits per employee,
which was about 6 percent in 2003, decelerated to
3.3 percent last year, and was about flat at the
ten largest banks.

The moderation in the growth of salaries and bene-
fits was more than offset by a brisk rise in other
non-interest expense, which increased about 1.5 per-
centage points as a share of total revenue, to 26.2 pet-
cent. An increase in nonrecurring charges—including
merger-related expenses and litigation provisions
related to settlements of alleged failures of corporate
governance and conflicts of interest—econtributed to
the rise in other non-interest expense. Non-interest
expense also was reporiedly boested semewhat by
inereased cests for regulatory complianee as banks
respended t6 the Bank Seerecy Aet, the USA PBatriet
Aet, and the Sarbanes-Oxley Aet.

Loan Performancee and Loss Provisioning

The ongoing economic expansion and a further
strengthening of household and business balance
sheets contributed to the continued improvement of

NOTE. The data are quarterly. The debt burden is calculated as interest
payments as a percentage of cash flow. The financial obligations ratio is an
estimate of debt payments and recurring obligations as a percentage of
disposable personal income; debt payments and recurring obligations consist
of required payments on outstanding mortgage and consumer debt, as well as
rent, auto leases, and property taxes.

SOURCE. For debt burden, national income and product accounts and the
Federal Reserve Board; for financial obligations ratio, Federal Reserve Board
(www_federalreserve.gow/frel diiit))[endofnote]

credit quality in 2004 and allowed banks to reduce
their provisions for loan and lease losses. The debt-
setvice burden of businesses continued to decline,
while the financial obligations ratio of households,
although still high, was below the peak reached at the
end of 2002 (chart 21). Presumably reflecting these
developments, delingueney rates for all major loan
categories moved down, with that for C&l loans
posting the largest decline. Delingueney rates en both
fesidential and commereial real estate loans moved
dewn further. Net eharge-off rates for nearly all types
of leans fell, and thege for real estaie leans dropped
to histerically low lsvels. Nenetheless, tetal fst
eharge-offs surpassed previsiening, and se {etal
feserves for 1ean and lease lesges fell last year
But with asset quality HﬂBf@‘éiﬁ%; the ratig of
%%i%f\fégéé% fgt charge-6ffs ahd 8 delinguent 19aAs



C&l Loans

The delinquency rate on C&I loans continued to
decline during 2004; by the end of the year, it had
fallen 1 percentage point, to 1.9 percent, the lowest
level since the first quarter of 1999 (chart 22). The
decline was driven primarily by developments at the
100 largest banks, as the substantial increase in such
delinquencies at those entities in the aftermath of the
2001 economic slowdown receded. The net charge-
off rate on these loans fell sharply, reaching 0.3 per-
cent in the fourth quarter, the lowest level since the
Tirst quarter of 1998. As with delinquency rates, the
improvement occurred mostly at the 100 largest
banks.

Banks were asked in the October 2004 BLPS about
their outlook for C&I loan quality over the next year.
The majority of respondents indicated that loan qual-

Chart Prlinfpedinguand\clha chatfyratff fatdodns toans to
businesses, by type of loan, 19306-2004

real estate loans fell 39 basis points, to 1.4 per-
cent, the lowest level since the beginning of the
1990s (chart 23).

ity was likely to stabilize around current levels if
economic activity progressed in line with consensus
forecasts, while the remaining banks, on net, expected
credit quality to continue to improve.

Commercial Real Estate Loans

The credit quality of commercial real estate loans
improved further in 2004, even though rents on office
buildings continued to contract (albeit at a slower
pace). Vacancy rates in the office sector declined in
2004, although they remained elevated, and vacancy
rates on retail properties remained relatively low. The
delingueney rate on these loans fell 29 basis points,
to 1.1 percent last year (chart 22). The net charge-off
rate oA such 1eans moved down during 2004 and, by
year-end, was near zero across the banking industry.

Loans to Households

The credit quality of loans to households continued
to improve last year. The delinquency rate on residential

[chart has two panels: top panel is Delinquencianeidbot@einyuandyclamg e hafieatsf fatdodas loans

Is Net charge-offs.

. . . to ho
Top panel: Delinquencies. Plots two lines: commercial re

estate and C&I. Commercial real estate starts 1991 at about
12 percent then drops to about 1.5% in 200, then stays around

there for the rest of the graph, ending 2004 at about 1%.

C&I starts 1990 at about 5%, then rises to about 6.5% in 1991
then drops to about 1.5% in 1998, then rises to about 4.5% in
2002, then ends 2004 at about 2%.]

[bottom panel: Net charge-offs. Plots two lines: Commercial

r%al estate and C&J. Commercial real estate starts 1991 at.
about 1.7%, then rises to about 2.5% by 1992, then dropping to

about 1.8% mid 1992, then up to about 2.55% in 1993. Then it
drops to about 0 in 1997, stays around there until 1999 when it
rises slightly, reaching about 0.2% in 2002, and ending 2004 at

about 0.05%, . .
C&I starts 1990 at about 1.4%, rises to about 2% in 1992, then

drops to about 0.2% in 1994, then rises to about 2.2% in 2002

then ends 2004 at about 0.4%.]

NOTE. The data are quarterly and seasonally adjusted; the data for
commercial real estate begin in 1991. 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.
For the computation of these rates, commercial real estate loans exclude loans
not secured by real estate (see table 1, note 2).[endofnote.]

l%is'ehol(ﬂs,, by type of loan, 19306-2004

[chart has two panels: top panel is Delinquencies and bottom

Is Net charge-offs.

Top panel: Delinquencies. Plots three lines: Credit card, other consum
and residential real estate. Credit card starts 1991 at about 5.5%, drops
about 3.2% in 1994, then up to about 4.8% in 1998, then down to abou
in 2000, up to about 5% in 2001, then end 2004 at about 4.1%.

Other consumer starts 1999 at about 3.6%, then drops to about 2.3% ir
1994, up to about 3.2% in 1999, then ends 2004 at about 2.3%.
Residential real estate started 1991 at about 3.2%, then dropped to abo
2.1% in 1994, then up to about 2.3% in 1996, then down to about 2% i
2000, then up to about 2.4% in 2001, then ended 2004 at about 1.4%.]

[bottom panel: Net charge-offs. Plots three lines: credit card, other
consumer, and residential real estate. .

Credit card starts 1990 at about 3.2%, rises to about 5% in 1992, dro
to about 3% in 1994, rises to about 5.6% in 1998, lowers to about
4.1% in 2000, then up to about 7.8% in 2002, then lowers to about 4

in 2004. . .
Stﬁer consumer starts at about 1% in 1990, up to about 1.2% in 199:
down to about 0.5% in 1994, then ends 2004 at about 1.5%.
Residential real estate starts 1991 at about 0.1%, then varies betweer
and 0.5%, ending 2004 at about 0.]

NOTE. Data for delinquencies and for net charge-offs of residential real
estate loans begin in 1991. For definitions of delinquencies and net
charge-offs, see note to chart 22.[endofnote.]



Chart CtediCeaddtdedid qledinmyueateyangthandeholdehold
bankruptcy filings, 199%-2004

Lchart plots two lines: credit card delinquencies, and

ousehold bankruoptcy filings. Credit card delinquencies starts
%, rises to about 4.8% in 1997, then lowers

1995 at about 3.5

Chart PBovifiomsi fimmkofiaradiodrcansd leaseslassas as a
proportion of total revenue, 19%0-2004

up to about 11% in 2001, then ends 2004 at 5%.]

to about 4.4% in 2000, then rises to about 5% in 2001, and

ends 2004

aé ati(out 4%. . -
Household bankruptcy filings starts 1995 at about 300 filings
per 100000 persons, rose to about 500 filings per 100000
persons in 1998, then down to about 420 filings per 100000

persons in 2000, then up to about 560 filingsggrf_ll_ooooo
ilings per

persons in 2003, then ending 2004 at about 5
100000 persons.]

NOTE. The data are quarterly and seasonally adjusted. For definition of
delinquencies, see note to chart 22.
SOURCE. Call Report and Visa Bankruptcy Notification Service.[endofnote.]

tial real estate loans fell 39 basis points, to 1.4 per-
cent, the lowest level since the beginning of the
1990s (chart 23). The improvement was presumably
aided in part by the lower loan costs afforded by
continued, although slowing, mortgage refinancing.
Net charge-off rates on residential real estate loans
averaged 10 basis points for the year, and remained
in the range that had prevailed over the past several
years. Losses were probably restrained in part by
fising heuse prices, which boested borrowers’ eguity
stakes iR their hemes and made fereelestres less
eostly for banks.

Tracking a decline in the household bankruptcy
rate, the delinquency rate on credit card loans fell
about 40 basis points, to 4.1 percent, in the fourth
quarter of last year, the lowest level since the first
quarter of 1996 (charts 23 and 24). The delinquency
rate on other consumer loans fell as well, to 2.3 per-
cent, in the fourth quarter (chart 23). On average in
2004, charge-off rates on credit card loans were down
75 basis points, to almest 5 percent, while charge-
off rates on other consumer leans were essentially
yneRanged.

Securitized Loans

A decline in the delinquency rates on securitized
loans on which banks retained servicing rights or
provided credit enhancements—a large majority of
these loans are to households—also pointed to an
improvement in credit quality. The delinquency rate
on securitized credit card receivables was 3.9 percent

NOTE. The data are annual.[endofnote.]

in the fourth quarter of 2004, down more than
70 basis points from the previous year and below the
delinquency rate on loans held on banks’ books.
Despite an uptick in the fourth quarter, the delin-
guency rate on securitized residential real estate loans
averaged 4 percent in 2004, about 50 basis points less
than in 2003. The delingueney rate en securitized
auto loans averaged 1 percent, about 40 basis peints
belew the average fate in 2003.

Loss Provisioning

With the further improvement in overall credit qual-
ity in 2004, banks in all size classes continued to
reduce provisions for loan and lease losses. The
biggest reduction was at the ten largest banks, and a
few of those institutions posted negative provisions
for one or more quarters in 2004. The ratio of provi-
sions for loan and lease losses to total revenue fell to
the lowest level sinee the mid-1990s (chart 25), and
the ratie of provisions (o leans meved dewn fer the
third eenseeutive year.

Net charge-offs exceeded provisioning in 2004,
so reserves for loan and lease losses declined roughly
4 percent, and the ratio of such reserves to loans fell
to 1.6 percent, the lowest level since the beginning of
the 1990s (chart 26). Nonetheless, with the continued
improvement in credit quality, the ratio of reserves
to delinquent loans moved up about 10 percentage
points, to 85 percent, the top end of its reeent range.
Reserves rose noticeably as a share of net eharge-offs
as well, surpassing the level that prevailed before the
econemie slowdown.

[chart starts 1990 at about 18%, drops to about 5% in 1994,



Chart ReéserResdorekrfinrdnddcasd leaseslobS9&)—200d-2004

this chart has three parts]
part one: As a Bercentage of total loans and leases.
Starts 1990 at a

then ends 2004 at about 1.6%.]

[part two: As a percentage of delinquent loans. Starts
1990 at about 50%, drops to about 42% in 1992, rises
to about 85% in 1995, drops to about 65% in 2001,
then rises to about 85% in 2004.]

[part three: As a percentage of net charge-offs. Starts

1990 at about 180%, down to about 170% in 1991, up

to about 470% in 1994, down to about 180% in 2002,
then ends 2004 at about 280%.]

NOTE. The data are annual. For definitions of delinquencies and net
charge-offs, see note to chart 22.[endofnote.]

INTERWITOONA L. (DPERATIONS
OF US. COMMERTIMI RANKS

The share of bank assets booked in foreign offices
increased about 40 basis points, to 11.4 percent, in
2004. The dollar volume of exposure to selected East
Asian countries about doubled, mostly because of the
acquisition of a Korean bank by a large U.S. commer-
cial bank (table 2, memo item). Exposure to eastern
Europe expanded briskly, while exposure to India
grew a bit less than in the previous year. A fise in
exposure to Latin Ameriean countries after two years
of contraction was mestly attributable to rising expe-
sure to Brazil. As a share of tier 1 capital, exposure to
seleeted East Asian eeuRiries surged, while expasurs
te Latin Ameriea fell a bit:

The share of net income due to foreign operations
rose almost 1 percentage point, to 7.9 percent (data
not shown in table), but it continued to be well below
the levels reached in the mid-1990s. As was the case
domestically, lower provisioning for loan and lease

out 2.5%, rises to about 2.8% in 1992,
down to about 1.6% in 2000, up to about 1.9% in 2002,

losses was an important contributor to the gain in
earnings from foreign operations.

RECEWNT DDEXELQPMENTS

In the first few months of 2005, output grew at a
moderate pace, and labor market conditions contin-
ued to improve gradually. Although oil prices and
overall inflation pressures picked up during the
first quarter, longer-term inflationary expectations
remained well contained. Against this backdrop, the
Federal open Market Comimittee decided to raise its
target for the federal funds rate 25 basis points at
each of its first two fneetings in 2005. Longer-term
interest rates rose appreciably—the ten-year Treasury
fate rose 24 basis poinis in the first guarier, and the
fate ef thirty-year fixed-raie merigages rese 16 basis
peinis:

Data from the Federal Reserve's H.8 statistical
release indicate that the growth of bank credit accel-
erated to a double-digit pace in the first three months
of 2005 and that C&I lending and revolving home
equity loans were particularly strong. Securities hold-
ings also expanded rapidly, as domestically chartered
banks continued to accumulate morigage-backed
securities in investment accouits.

Core deposits were about flat, on balance, in early
2005. As a consequence, banks continued to ramp up
large time deposits and other liabilities at a brisk rate.

Profitability at large bank holding companies gen-
erally remained robust in the first quarter of 2005.
Profits were boosted by hefty revenues from trad-
ing and mortgage servicing, while additional gains
in asset quality allowed these institutions to reduce
further their loan loss reserves. Om the other hand,
many institutions reported tighter net interest mar-
gifns, and inereased competition in the credit card
market further squeezed profits for some issuers.
Nonrecurfing expenses also damped profitability in
some €ases:

Despite banks’ strong balance sheets and robust
profitability in recent quarters, bank stock prices
declined in the first quarter of 2005; the Axmerican
Bamerr stock index of the 225 banks with the highest
market value underperformed the S&P 500 stock
index by almost 11 pereent. In large part, the weak-
ness in bank stocks likely reflected investor concerns
about future profitability because of rising interest
fates and a conseguent slowing in the paee of the
expansion. In contrast to 2004, meraer activity was
relatively guiet in the first part ef 2005.



TabBle Xxpbxposurk bafnkartksstdestéet xcbroomem idsyetyeaderedatetetive tter tlecapitapitay; hynkasikesiz®93-92802004

Percent
E astern Europe Latin America
Selected astern GHiORGssia Latin America
) . and Russia
Bank and year Asian [ﬁeemomg&clha Argentina Total
countries All Russia LatinAmeridielico  Argentina  BratiilAmericaBrazil
All:
1998 15.49 2.35 3.49 43 42.93 9.88 9.66 1127 64.26
19919 1999 14.37 2.39 2.85 37 39.00 9.50 9.40 10.49 58.61
2406 2000 1317 2.63 4.35 49 37.88 9.08 841 11.15 58.03
20t 2001 12.09 2.55 4.29 60 54.06 25.97 6.61 2.99 72.99
2402 2002 1144 2.74 5.53 1.06 38.90 20.80 244 8.36 58.61
2403 2003 1115 3.86 5.44 148 32.85 17.95 173 6.77 53.30
200K 2004 20.33 4.16 6.09 1.54 31.78 16.65 147 6.51 62.36
Meneyy center and other largetanidss
1998 24.02 4.19 5.61 68 64.20 14.10 15.19 17.04 98.02
MsH#centerandotherlargebanks:1999 20.73 3.56 4.25 55 53.90 12.62 13.63 14.53 82.44
Mxir#ycenterandotherlargebanks:2000 19.98 4.14 6.83 77 54.98 12.69 12.68 16.40 85.93
Mg} centerandotherlargebanks:2001 17.88 3.86 6.47 91 79.08 34.54 9.79 18.74 107.29
Mxreycenterandotherlargebanks:2002 16.96 4.18 8.17 1.63 57.32 31.14 3.65 12.38 86.63
Mxréycenterandotherlargebanks:2003 16.98 5.93 8.41 2.29 49.19 27.13 2.64 10.02 80.51
MrHagcenterandotherlargebanks:2004 30.95 6.31 9.34 2.36 46.96 24.99 222 9.59 93.56
Ghber Hamidss
1998 2.08 .05 .16 .00 9.51 3.24 97 .00 11.80
of#9Banks:1999 175 07 .08 01 9.41 331 101 2.47 1131
oft#®Banks:2000 141 .03 .08 .00 835 2.84 104 2.08 9.87
oftedbanks:2001 107 .06 14 .00 6.45 2.04 57 2.05 7.72
oft#®Banks:2002 103 .08 65 .00 5.00 1.86 02 96 6.76
oft#®Banks:2003 90 24 21 .06 4.20 153 13 1.05 5.55
oft#PHanks:2004 90 21 14 04 4.00 1.39 .09 85 5.25
Meswio:
Total exposanee (billionss of diallVars):
1998 37.87 5.43 853 1.05 104.69 24.15 23.62 27.55 156.52
18MEMO: Total exposure (billions of dollars):1999 37.45 6.23 7.43 95 101.63 24.77 24.51 27.34 152.74
260BMO: Total exposure (billions of dollars):2000 37.30 7.46 12.33 1.39 107.31 25.71 23.82 31.59 164.40
200BMO: Total exposure (billions of dollars):2001 36.32 7.66 12.88 1.80 162.39 78.00 19.87 39.01 219.25
2080BMO: Total exposure (billions of dollars):2002 36.32 8.70 17.55 337 123.53 66.15 7.75 26.55 186.10
2068BMO: Total exposure (billions of dollars):2003 39.12 13.55 19.07 5.20 115.23 62.98 6.07 23.74 186.97
208BMO: Total exposure (billions of dollars):2004 79.57 16.27 23.85 6.02 124.39 65.17 5.75 25.46 244.07
NOTE. For the definition of tier 1 capital, see text note 10. Exposures consist $57.2 billion in tier 1 capital; the remaining sixty-one (‘“‘other”) banks had
of lending and derivatives exposures for cross-border and local-office opera- $138.3 billion in tier 1 capital. The average “‘other” bank at year-end 2004 had
tions. Respondents may file information on one bank or on the bank holding $29 billion in assets.[endofnote]
company as a whole. [fbothodein&sidndoossia Md egasidVIRlaygipi Rkl ippi ek aidaddT hailand.[endoffootnote.]
The year-end 2004 data cover seventy banks with a total of $391.4 billion in SOURCE. Federal Financial Institutions Examination Council Statisti-
tier 1 capital; of these institutions, five were money center banks, with cal Release E.16, “Coumtry Exposure Lending Survey,” available at
$195.9 billion in tier 1 capital, and four were other large banks, with www.ffiec.gov/E16.htm.

Appendiic tables start on page 164
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A. Allbbakk8Balancesheetitemsasapercentageofaveragenetconsolidatedassets

Item

1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002 ‘ 2003 ‘ 2004

Interest-earning asSSELs. . .. ........ ...l
[nmnst—anmlhgmsstsﬂeoans .and.leases,..net:.......
(ixter jahdleases,net:Commercia
ThtSrestld Loansandleases,net:Commerci

Tiees Loansandleases, net:Commerci
Cdasestearningassets: Loansandleases, net:.Cons|
@ne:hstmrdmgassets Loansandleases,net:Consumer|

It fitoansandleases,net:Consumer|
Retelesstaraingassets: Loansandleases,net:Real. .
Intefemeatmngﬁmis Loansandleases net:Realestate

[Oitensst: Tome B i1 Realest:

1

estatg:

86.98 87.38 87.15 86.76 87.03
58.39 59.91 58.72 58.33 59.34
arld.20ndustrid:59 15.77 16.36 17.07
pladdrBflistrial: W3S0GddreskBet7 13.61 14.43
plan@iBRistrial:FAr6Ryn add26Res 2.75 2.64
umep.12 12.27 11.50 1041 9.71
Credif3ard  4.93 4.62 4.02 3.51
InstdlBRent and .8ther 6.88 6.39 6.20
25.00 25.04 25.00 24.85 25.44
In 2b8@stic Mfdds:  24.39 24.28 24.87

te: InticBesticoffite8IConstrukbi8n and 86 develdhd®nt

Fnemib.aai'nmgassets Loansandleases net:Realestq
6] sdadtdades, net:Realesta
Hma{eqmn}gassets Loansandleases,net:Realg
{Dtkrest- earnmgassets Loansandleases,net:Realg
Medexf: dsiitoshsandleases,net:Realestd|
Barni etkehtizsandleases net:Realestd
Intefmmg’rrmfﬁmts Loansandleases,net:Realestate
sthtiansanatiet regitfincdsposito)

of other banks .............. ... .. ... ...

i i ansandleases,net:Fareign. go:
Jogwiestieamainpassdtectioansandleases, net:Agricultural
(hthmst}eanﬂngassets Loansandleases,net:Qther. loans
yRssets oanishesl| net:Lease-finan

1 {-Baeaingadsets:boansandleases, net: LESS:. Unea
i [Loansandleases,net:LESS:. Lassr

Ntmrd

1 i

Bxtevestiearning.assets: Securities: . ............ ...
Intersstreamningassetst Securities:Investment account:
Debtest-earning assets:.Securities:.Investmentac
Iﬂt&:eﬁmtimgassets: Securities: Investmentaccour
[Ht&regesaznir

itigst § itaccour
[Btérest earningassets: Securities: Investmentaccour
qum;t earningassets: Securities: lnvestmentaccount:
:Securities:Trading .account .
[ﬁmestfmdﬂr@ésﬂﬂﬂoki daderal disedR Bsld. and re|
bdepingjtbsikences .at. dep|
Noun—mterest ~earming a&setss .. .. .. ... ...
Renw ingahedtd: mmdmg)acgmmmeld int

Jassétallr

Liabilities: . ................ . ... ..
Liabititied clantiere stidieditieg liabilities:
Digkities:. Interest-bearing liahilities: Deposits:. . .
Iriafiilitiesnl iéfestsbearingliabilities: Deposits:In. for|
Inatiilitiestintenéicbsaringliabilities: Deposits:In. dal
Oithétitiekdoteabdt hdepiogltabilities: Deposits: Indd
Stabitities (IntehastihgatiiMiEM itjes: Deposits: Indd
Biatilitidehoteresttiearingtisbdlépessidsposits: Indd
jahikitidsaintaresttiearihigtiabilétpessiteposits: Indg
Giabititfeslbrtaleithdaringlidiikitidsz@cb R Prederal. fu
Oiditities:Interest-bearingliahilities:Other ... .... ...
NahifitiesraNpbeatargstidteiditieg liabilities: .........
Dietilitids dégrogitsréat-deaniegtiiabtifies:Demand. dep
Rizbalitiatidiorldnseredtdehringhiatilitiesi®euattsation
Oidbitities:Non-interest-bearingliabilities:Other . . . . . .

Capital account .............. .. ... ...

Meswio:
Commercial real estate loans ......................
DEHAOr Bl lestateabwstatk . owned . ... ...
MEneMbabdlétes liabilities:. .. ........... ... ...
Me@iMboagedliatititid sk dedahitdesne . Loan Bank.
MEMeAetragasodidatedalédatsd assets
(billions of dollars) ..........................

.m'rmd nvestmentaccoun

te: InddsBesticofficéS6-armland55 55 56
te: hdiethesticoffidetOne- thafdlir-fami#y26sidentlad:10

sstaliPlbdomestid@BFs: Oneld#bdr-famil2e3ential T3k
te: IndBfesticoffic8Multifam8 residenBal .88
te: Ind@desticoffi6e@N onfarf 8&nresid6rl 7.15
In foréfgn office63 61 57 57
ry institutions and acceptances

1.92 2.33 1.93 1.91 1.96
ernme3s 26 18 15 .16
prod@étion 92 90 .89 .83

3.11 3.32 2.80 2.78 2.75

cingIrd€ivabled.51 1.87 2.13 2.52
ned-ifidome onr-Ib2ns -09 -07 -06
pserdlegfFedooreiey 21 -1.13 -1.07 -1.04
21.94 21.00 20.40 20.37 20.40
19.38 18.19 17.23 17.48 18.33
oulB.OEbt: 17.74 16.74 16.93 17.73
t:Debt29.S. Trdaddry:  3.38 2.71 2.14
t:Debt:U.S. government agency and
9.81 9.74 9.73 10.28 10.85
punt4Dgpt: U.S. goggrnment gggnacy and 516 524
euan 9gdggrnment agescy and 2112 2.15
FURESLEBH 4R 08dggrment aggrcy and 2 g 3.46
nt:Deht&xate and..BRal govichhent 1.57 1.62
it:Debtéivate mabigage-backdd securids .88
it:Delt4Other  1.51 1.54 1.70 2.24
_qulty41 45 50 55 61
2.55 2.81 3.16 2.90 2.06
ers8.o®s 3.81 5.18 5.37 4.61
josit@iE3 2.66 2.86 2.69 2.68
13.02 12.62 12.85 13.24 12.97
adig98ccount.24 2.59 2.95 2.57
10.12 10.37 10.26 10.29 10.40
91.99 91.73 91.57 91.51 91.52
71.87 71.63 71.37 71.33 72.52
56.28 55.83 54.96 54.62 54.78
pigliPfces 10.01 10.01 10.14 10.46
nedtt0loffices5.83 44.95 44.48 44.32
mestfc6fices:Otde7ScheckatdiédepositS8.11 2.81
medtfcdfices:SaBiT0s (incl@didy MMIDEH 21.00

medtfcaffices:SitfaBedenondifidifon tinid.ddposits13.10
mestic@ices:Lafgdidenomifdifon timd.88posits 7.42

nds fufbhased ant8RPs 8.13 7.98 7.97
7.88 8.62 8.27 8.73 9.76
20.12 20.10 20.20 20.17 19.00
0sil2.BBdomed2Bbffices12.15 10.99 9.78
lossBsBBeld in rdding accdifdts 297 2.52
4.57 5.14 5.41 6.21 6.70
8.01 8.27 8.43 8.49 8.48
9.83 9.91 9.98 10.11 10.87
19 14 A1 .08 .06
32.10 32.77 34.13 34.97 36.59
pdvanaes n.a. n.a. na. n.a.
4,149 4,379 4,737 5,148 5,439

87.13
60.48
17.16
14.67
2.49
9.38
3.52
5.87
27.04
26.49
2.51
56
14.96

sstatell@BomesticdfB&es: One-thBdr-familykeBRlential:Hohée equnil 96

‘99
7.48
54

10.81
18.28
8.61
2.29
7.37

8.42

86.48
58.95
16.08
13.69

13.52
1115

91.25
72.47
54.59
10.18
44.42
2.36
22.28
11.59
8.18
7.95
9.92
18.78
8.00
2.21
8.57

8.75

12.09

37.42
2.89

6,334

86.42
57.83
14.07

11.16

90.85
71.20
53.87
8.92
44.95
2.39
24.92
10.13
7.51
7.77
9.56
19.66
7.67
2.09
9.90

9.15

1257

35.05
317

6,635

86.08
56.88
12.18
10.48

13.92
11.22

90.96
70.48
53.34
8.90
44.44
2.47
26.12
8.65
7.19
7.75
9.39
20.48
7.27
2.30
10.92

9.04

12.47

34.61
3.19

7,249

86.90
56.98
11.06

1091

90.57
71.58
54.14
9.72
44.42
2.53
27.14
7.63
713
7.24
10.20
18.98
6.58
1.95
10.45

9.43

12.78

35.69
3.07

7,879
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A. AllbbakkEffectiveinterestrate(percent)sedoomotel?

Item 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002 ‘ 2003 ‘ 2004
Effective interest rate (percent)
Ratsss eanmed!
Interest-earning asssists: . ....................... 8.33 8.16 817 8.02 771 8.20 7.38 6.11 5.30 511
Rafessabiedeiqteresteaarningassets:Taxable .equivalgnt 8.41 8.22 8.23 8.07 7.76 8.26 7.43 6.16 5.34 515
R 1 gposingassets:Loans.and. leasey, (AAS: 9.01 9.03 8.85 847 9.00 8.16 6.90 6.16 5.92
Ratesefiriued: Ipterestiearsingassets:Loansandleasgs,gr@&®@8let of 1&Srovisidhs0 8.30 7.97 8.33 7.15 5.85 5.48 548
Batesdarned: Interest-earning.assets: Securities: . 6.51 6.46 6.54 6.45 6.27 6.47 6.05 4.96 3.96 3.89
bdeneduinerestiearningassets: Securities:Taxablé d@uivalen.66 6.73 6.63 6.46 6.65 6.23 5.12 4.10 4.02
Rat et lingassets:Investment . .account:6.35 6.39 6.50 6.38 6.25 6.45 6.05 5.04 4.00 3.96
Reffest: i B detd: Mivestmentactount:U.S. Treasury securities and U.S.
governmenmt agency obligations
(excluding MBS) .................. n.a. n.a. n.a. n.a. n.a n.a. 5.76 4.42 3.29 311
ebbnthuedt-eacninty :InvestmentacgountMortgage-hacked secnrities n.a. n.a n.a. 6.45 5.44 4.24 4.38
Rittesearned:Interest-earningassets: Investmentac¢ountGther n.a. n.a. n.a. n.a n.a. 5.60 4.74 4.08 3.76
Ralésadined ningassets:Securities: Trading| acc@#g 6.86 6.75 6.85 6.47 6.63 6.08 4.47 3.70 351
& dieubel: it vastieasaln yerse RBsral fupds $68 and redede RPs 5.45 5.29 4.78 5.56 3.86 1.93 1.43 143
Retesestrhechtiterdstrhanningadselsjotétestebearing . balarc84 at depésdries  6.23 6.32 5.95 6.48 4.01 2.79 2.09 1.98
Ratssspyaidti
Interest-bearing likbiikites: .. ................... 4.99 4.82 4.92 4.88 4.47 5.17 4.15 2.54 1.87 1.77
Retespetidiatdrestdepdnghiabilities:Interest-bhearing | depds#® 4.34 4.39 4.31 3.87 4.45 361 212 1.48 1.37
Ralesfiaictigtereffivesringliabilities:In. foreign officgs  6.12 5.54 5.44 5.66 491 5.61 3.95 2.38 1.64 1.77
Ratesphidabsarestifaringliabilities:In. domestic. offices: 4.11 4.07 4.16 4.01 3.63 4.17 3.54 2.07 145 1.29
Ritlespattidoterbde bdariogliabilities:Indomesticoffices20iber check@idle depofi®s 2.29 2.08 2.34 1.96 1.06 75 a7
Sateipgid (intelastihgaidyiEM Jes: Indomesticoffices35aQings (idc0ing MBMIBAs)  2.79 2.49 2.86 2.19 1.13 14 72
Ratespaitiriatelepebearingliabilities:IndomesticofficesS.dTge timefidhsits 5 Lus* 5.22 4.92 5.78 5.04 3.37 2.59 2.35
Ratteepatitrietdrsbbitaringliabilities: IndomesticoffficesSoater timefetsits 5 EH* 5.48 5.09 5.69 5.43 3.73 2.91 2.56
dieldntal darnglidiikitids:@cbRPederal .fynds ébchased i@ RPs  5.17 5.19 4.73 5.77 3.84 1.88 1.30 1.55
mmmtemmmgdlmllmomer interest-bearing4Babilitie6.92 6.94 6.89 6.48 6.97 5.92 4.32 3.59 3.26
Item T995 TI9EI97 T998 T999 000 00T (Y 003 00
Gross interest inkK@oRAE:. . .. ..................... 7.29 7.16 7.15 6.99 6.73 7.18 6.39 5.28 4.55 4.44
‘CansdibéeragtineateaiT axable. equivalent. .. .. .. 7.35 7.22 7.21 7.04 6.78 7.22 6.43 5.32 4.59 4.48
Grasainterestincome:Loans. .. ................... 5.48 5.48 5.41 5.27 512 5.53 4.92 4.07 3.56 3.42
Seasstitrsstincome:Securities. . .. ........... ... 1.23 1.16 111 1.10 114 1.15 1.00 .89 14 14
Giassénferdstiab dmeds rosk] feddradviensdsRiBdd and [revers23RPs 21 29 29 23 23 20 .09 07 07
Ortdesinterestincome:Other. . .. ................... 35 32 35 32 24 27 27 22 18 21
Gross interest expense . ........................ 3.57 343 348 3.46 322 3.76 2.98 1.79 1.30 1.26
Orepssisiterestexpense:Deposits .. .. ............. .. 2.54 2.46 2.48 2.43 2.20 2.56 2.09 1.23 87 81
Girassénferdstedpbinaet© porsasedahfd RiIBspurchased and44Ps 38 43 43 39 45 31 15 .10 A2
Otssinterestexpense:Other. .. ................... 58 59 57 60 63 75 58 41 33 33
Net interest imeome ............................ 3.72 3.73 3.68 3.53 351 341 341 3.48 3.25 3.18
RetiatdeestincombeTiaxable equivalent......... 3.79 3.79 3.73 3.57 3.56 3.46 3.45 3.53 3.28 3.22
Lossppovisioaiig8® ey 31 37 41 42 39 50 68 68 45 30
Noun—mterest idoommee: ... 2.02 2.18 2.23 2.40 2.66 2.59 2.53 2.54 2.53 2.39
Nervil dejoesitharges an .deposits. . 30 39 39 38 40 40 42 45 A4 42
Nohairtergstiotontadsiduciary. activities.......... 31 33 35 37 38 .38 35 33 31 32
fﬂnae]nngrmmnme Trading. . revenue:........... 15 17 A7 15 19 21 20 16 16 A3
Toer naghingrevenue:lnterest rate. expasiaces .09 .08 .05 07 .08 10 .08 06 01
MlmremMgETmWMOrelgn exchangmuate exposuies .08 .09 .09 .08 .07 07 07 .08
Qtineintavestinodkity: Eradiegreitsnesiseresommdditynand equity @dosures = 01 .03 .04 .03 01 02 04
Mohenterestincome:Other....................... 117 1.29 1.32 1.49 1.69 1.61 1.56 1.61 1.63 1.52
Nom-interest cRpEROSE:. .. .. ............ooooo.... 3.64 3.71 3.61 3.77 3.76 3.66 3.57 347 3.36 334
Nahaiitsrestagensesd langd o weeg benefids employeg behefits 1.55 1.53 1.55 158 151 1.49 1.51 1.50 146
Raoriptarssiexpense:Occupancy. . . ............... 48 48 A7 A7 A48 45 S A4 43 42
Rohenterestexpense:Other. ... ................... 1.62 1.69 162 1.75 1.70 1.70 164 1.52 1.43 1.46
Net non-interest expense ....................... 1.62 1.54 1.38 1.36 111 1.07 1.04 93 .82 95
Gains on investment account securities ......... .01 .03 04 06 * -04 07 .10 .08 .05
Income before taxes and extraordinary iftemss: 1.81 1.85 1.92 1.81 2.02 1.81 1.76 1.97 2.05 1.98
'[anmebeforetaxesandexlraurdmaryltems Taxes..... .63 65 68 62 72 .63 59 65 67 63
[0 iafinary taxtmardinary items, net of #ncome taxes 01 * * -01 * 01 *
Net idoonme: . ... 1.18 1.20 1.25 1.20 131 1.18 1.17 1.32 1.39 1.34
Netshcdind@ands divitiareds .declared . ........... 75 .90 90 .80 96 .89 87 1.01 1.07 .76
Retianorde iRetaimed .income. .. ................. 43 .30 35 40 35 .29 .30 30 31 59
MEMO: Return on equity ....................... 14.69 14.51 14.83 14.08 15.39 13.97 13.34 14.41 15.33 14.23

* In absolute value, less than 0.005 percent.
n.a. Not available.

MMDA Money market deposit account.

[fodincteflds allobated tidastited-itdansfarvisk reserves.[endoffootnote.]

PfooMhte posdibbn passiblen baseaveragheofipragerdy habaterdyshedantetsshepbdath sapatiedude Bliddudd e -tuatatly GeditRépotall Report.[endoffootnote.]
thepositee deposits.[endoffootnote.]

Bfodbredte]e3] 9B fdeegtotifnd avpertiacecapen Ancou

$ iim adtited ti

Jodinokellds pratideny fovislbosated aldashtedriviansfer risk.[endoffootnote.]

RP Repurchase agreement.

Income and expense as a percentage of net consolidated assets.

CD Certificate of deposit.
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B. Ten largest banks byaasstsBalancesheetitemsasapercentageofaveragenetconsolidatedassets

Item 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002 ‘ 2003 ‘ 2004
Interest-earning asssts:. . ..................... .. ... 77.12 80.12 81.84 81.25 81.49 82.23 81.74 81.68 81.39 83.54
[mmnstmdn]egmsemdmans .and .leases, net:........ 50.05 53.51 50.91 50.76 53.37 55.22 53.86 53.61 52.20 51.29
G eteliganshndleases,net:Commercial 26d6 industiial7 16.90 18.07 19.20 19.87 18.82 16.16 12.98 10.53
lh&rexﬂ@assnagassets Loansandleases,net:Commefcial&@fdustriad.8%. addi€s2des 11.76 13.14 13.95 13.42 11.69 9.40 7.48
Loansandleases,net:Commefcial@hfiindustrial-Béreign afdi@ssees 6.31 6.06 5.92 5.41 4.47 3.59 3.06
Gnﬂsmhearnmgassets Loansand leases, net:.Consume6.60 6.22 6.40 6.04 5.94 543 6.17 7.82 7.96 8.49
C dibt ----.ga ets:Loansandleases,net:Consunier:Cileflét card 1.23 1.34 1.30 1.36 1.34 1.64 2.90 2.81 3.19
dh dssetet oansandleases,net:Consumer: IrkBSIment ah@%ther 5.06 474 4.58 4.09 4.53 492 5.15 5.30
Rﬁateesmmmgassets Loansandleases,net:Real estat¢: 15.82 16.53 17.42 16.51 16.96 19.82 19.23 20.78 22.68 23.21
Intetestesativinghissets: L oansandleases, net:Realestgte: IB dBmesticl4eHices: 15.69 15.08 15.55 18.48 18.05 19.70 21.74 22.21
@ i detanicbatsecidip :Realestate: i mesticoffites:Constié8tion and7@nd deveBpment .98 1.27 142 1.36 1.40
Eusmkmdrnmgassets l_oansandleases net:Realeptate: lifomesticof@i6es:Farm Lo .09 .10 11 A1 12 .10 10
idantitdases, net:RealestateS 6@ mestitBffides: Ond-1 @2 four-fHd3By residbOtvd: 13.37 12.41 13.51 16.03 16.71
Hmmzsteepmmgassets.LoansandIeases,net.Rﬁalestmé(]ndomedliﬁﬁﬁices:Ohﬂ@ofour-famm/residenm-lome doGity 1.78 2.35 2.96 4.04
Orieeest-earningassets:Loansandleases, net:Reales@t2andomeRibifices: Ohd1ofour-faBubly residerfidi20ther 11.76 10.63 11.17 13.07 12.67
Matafamr}ymshmmiansandleases net:Realeptate: & mesticotfiBes:Multifa@nily resictitial 43 60 51 55 47 45
Ntenéat $etsntisdnsandleases, net:RealestateAi8mesticBf€iSes:NonBabth nonre3ifidntial 3.35 3.42 3.76 4.09 3.78 3.55
lmﬁmﬁrgarmff Loansandleases,net:Realestdte:Ir2 fBffeign ofiods 1.73 143 141 1.34 1.18 1.08 94 1.00
itoingisseitotioansandl pedrkesdeposifory institutions and acceptances
of other banks ......................... 5.04 6.14 4.20 4.05 434 3.78 3.23 3.20 3.54 4.10
Fmeghegwegmemd_oansandleases net:Foreign. gpverni@énts 69 45 35 38 28 20 20 17 16
loamnsandleases,net:Agricultural praPliction .23 31 28 26 23 28 23 19 22
@nheeslmnsmgassets Loansandleases,net:Qther. loaps  5.76 6.34 4.15 3.74 3.96 3.75 351 2.94 2.87 331
Intasestiermningassetschaatrkandleases, net: Lease-financinty Ibceivable§9 2.24 2.81 3.40 3.07 343 3.44 2.87 2.10
Lietssesterraingdssatsonansantiiaases, net: LESS:.Undarned1ihicome el loans —07 -06 -05 -04 -04 -08 -06 -04
Intesesk-earningassets!l oansandleases,net:LESS: .L ospres@rdis! 12130 -1.08 -1.01 -1.03 -97 -97 -1.12 -1.02 -80
Bﬁemmmmg assets: Securities:............. ... 19.53 19.83 20.00 19.72 18.34 18.98 17.81 20.54 21.22 22.95
Securities:Investment. . account: 10.65 10.60 10.97 1212 13.08 13.71 1214 14.36 15.31 15.99
Intbrest-earning assets:.Securities: Investmentacqoud0Débt:  10.22 10.55 11.64 12.57 13.03 11.88 14.13 15.11 15.83
IGtBreftreasmingassets: Securities: Investmentaccqunt: DER:U.S. Tie@3ury  1.56 1.70 1.98 1.96 68 59 .82 .86
IitBregbratmingassetgSecyritied: Investmentaccqunt: Debt:U.S. government agency and
corporation ollifigitions: ............ 4.46 459 534 6.31 6.35 6.59 6.84 8.69 9.20 9.92
|ntﬁw&ﬂm@@t8§§@§e§eﬁiﬁt esiment accouptg®ebt: U S sgovernmangggency #1d3 5.03 4.88 4.99 6.38 7.59 8.64
Intereypig backedomeseste PE4spvernmengagency ang3 79 93 111 152 81 70
InteyeERRImIE BN Gob RigdsinterD A E0R0R B0 Begpvernment Sgency ande 52 78 74 79 70 58
Mm{ﬁﬂgﬂ%&t&%ﬁﬂ&ﬂ@%vesmentam,um Dst@:State anB9local gossnment .47 45 51 55 59 59 57
Prtevast-emningaseetmSkedritiastintiestmentaccqunt: DAR:Private Bﬁ)rtgage bazked secibities 57 51 58 92 1.10 95
[Dtbkast-earningassets: Securities: Investmentaccqunt: D&k:Other 3.01 2.81 2.57 3.22 3.47 3.22 3.34 3.40 3.53
qun&yt earningassets:Securities: Investmentaccount: Equi3$ 38 42 A7 51 68 26 22 20 .16
Securities: Trading. account. . 8.88 9.23 9.03 7.60 5.25 5.26 5.67 6.18 5.91 6.96
mmstﬁednmigﬁasﬂs:@mhisaﬁeﬂmakﬁam@sold and rpver82BPs  3.10 7.56 7.81 6.64 5.02 6.38 5.26 5.79 6.37
Intenesttcaeminggsiesdainieseat-depriagobadances at. deposithBds 3.68 3.37 2.96 3.14 3.01 3.69 2.28 2.18 2.93
Non-interest-earning assetts .. ...................... 22.88 19.88 18.16 18.75 18.51 17.77 18.26 18.32 18.61 16.46
RondhtetiskeganinghsdetsiR enadiragi ancgaints held. in [traith@7accoun63 7.36 7.62 6.66 5.66 5.48 5.40 5.79 4.45
oheinterest-earningassets:Other. . .. ................ 12.11 12.25 10.80 11.13 11.85 12.11 12.78 12.93 12.83 12.01
Liabilities: 93.59 93.04 92.61 92.58 92.28 92.36 92.14 91.52 91.94 91.64
Liabitisicbedntagettabeitiay liabilities: 63.37 64.45 65.83 65.81 66.87 67.81 66.76 65.42 65.55 68.18
Dighokities:. Interest-bearing liabilities: Deposits:. . .|  47.49 47.87 47.36 47.65 48.79 49.27 49.09 48.96 49.11 51.26
Iniafuitities lofrest-bearingliabilities:Deposits:In. fpreRfh36ffices 26.41 22.18 20.17 21.04 21.62 19.22 16.27 15.68 16.20
Iniatbtitiestlotetifatesearingliabilities:Deposits:In. domiStl? offic2b:46 25.18 27.48 27.76 27.66 29.88 32.70 33.43 35.05
Oitivilitodsebritatdst-epangkiabilities:Deposits:Indom2sBi@offices:Dfer checkallle deposi@9 72 74 90 95 1.02 1.22
Smhmgms(:hmm@MMl]hhsl)nes Deposits:Indori@sfi6officedBBlings (irRGling MBI&BAs) 16.84 16.73 19.23 22.81 24.28 26.42
Biatailitibsrk ghiadéiiastDeposits:Indomdsidoffices:$i6811-dencmB@ation té8 deposifs.66 5.38 5.11 4.71 3.68 3.24
Liafytitibsniotaiest-hearingbabépidedtDeposits:IndomaspBoffices:2&Ge-dencdmBBation ti62deposith54 4.80 4.63 4.22 4.45 4.18
Gmtndlﬁieddmﬂerﬁshasapmgﬂam&mm@rﬁﬁsfederal fund6pifrchaseds 881 RPs10.26 9.78 8.84 8.39 9.04 8.83 8.62 7.79
Ottteitities: Interest-bearingliabilities:Qther. . .. .. ... 9.71 10.69 8.20 837 9.24 9.65 8.62 7.63 7.82 9.13
Non-interest-bbiahifitiesbilities .. .earing . .liabilitigs: 30.22 28.59 26.78 26.77 25.41 24.56 25.38 26.10 26.40 23.46
Diabiditidsdposinteiastibeacitidiatfiiittes:Demand . depos&88n domék{i8 officeB.98 8.46 7.83 7.28 7.50 7.40 6.72 5.43
RintilitiesdvotvisterdselibaninghidhilitiescRevaduation 186568 held i .82ding adchbBnts  7.67 6.51 5.69 5.10 4.63 4.88 3.95
Qidsitities:Non-interest-bearingliabilities:Other. . .. . 10.66 1159 10.27 10.65 11.06 1159 12.79 14.07 14.80 14.08
Capital account ........... ... ... ... ... 6.41 6.96 7.39 7.42 7.72 7.64 7.86 848 8.06 8.36
Meswio:
Commercial real estate loans ...................... 4.40 4.65 5.45 5.61 5.69 5.87 6.68 6.92 6.31 5. 99
Ui Qrefthstateabventade. owned. ... ............ ... 27 18 13 .09 .06 04 .04 .03 .03
MEeM@edMeatsiditbs liabilities: .. .................... 47.94 47.39 46.02 44.42 45.49 46.84 43.41 38.89 38.60 39. 33
i@l ManagedliehilHeskedbrahddome. Loan .Bank advmaces n.a. n.a. n.a. n.a. n.a 82 82 .84 .79
MviQe Averagesobtiaenbakistted assets
(billions of dollars) ...................... ... 1,051 1,189 1,514 1,820 1,935 2,234 2,527 2,785 3,148 3,654
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Item 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002 ‘ 2003 ‘ 2004
Rates earned
B?Eéf&%@%&?fg%sgéfé"ng. assetst 8.20 1.72 757 7.55 737 7.76 6.85 5.85 5.01 474
RafEszabried tesarningassets:Taxable .equivalgnt 8.22 7.74 7.60 7.57 7.39 7.78 6.87 5.87 5.03 4.77
R 1 geosingassets:Loans.and. leased, gBcR4: 8.32 8.25 8.21 7.99 8.46 7.52 6.54 5.78 553
Ratesefidued: Ipterestiearsingassets:Loansandleasgs,gr&$Blet of 188Iprovisichd 0 7.77 7.65 7.92 6.56 5.32 5.21 5.30
Batesdarned: Interest-earning.assets: Securities: . 7.40 6.80 6.78 6.83 6.58 6.48 6.26 5.09 4.15 411
bdenedliverestearningassets:Securities:Taxabl &7 dfuivalen®.85 6.85 6.89 6.65 6.55 6.34 5.16 4.21 4.17
Rati et ||ugd et :Securities:Investment 7ddount: 6.70 6.76 6.78 6.59 6.40 6.23 5.30 4.26 437
Hefest: i detd: Securities: Inyestmentaccount:U.S. Treasury securities and U.S.
governmenmt agency obligations
(excludlng MIS)) .................. n.a. n.a. n.a. n.a. n.a n.a. 5.01 3.74 2.62 292
:Securities:Invpstmardaccount: Micatgage-banked securitias n.a. n.a 6.42 5.55 4.51 4.83
Rittesearned:Interest- eamlngassefs Securities:Investmardaccount: Qther n.a. n.a. n.a n.a. 6.34 5.30 4.28 3.76
Rafesadingd ningassets:Securities:Trading| acc@8® 6.90 6.81 6.92 6.56 6.70 6.33 4.60 3.87 352
& diederihtérastieazali yerse RBsral fupds $R0and revie®® RPs 5.45 5.20 4.52 4.93 3.86 2.20 1.66 147
Retasesirharititgrdstkancingadsetlsjotétestebearing . balaikcd$ at depésitbries  6.91 7.16 722 743 373 3.40 2.49 1.80
Rates pazd
RalespaldcnisresiRaring | liabilities: 5.88 5.44 5.41 5.29 4.79 5.37 4.09 2.55 1.86 1.80
Retespetidréatdrestdepdnghiabilities:Interest-bearing | depb§Bs: 4.57 4.54 4.40 3.82 4.40 327 1.95 1.36 1.30
Rafesiaid:lgtereffivesringliabilities:Interest-bearingdeposit€.d7foreignSobfices  5.52 5.83 4,99 5.67 4.02 2.59 1.76 1.87
Ralesphidhbsteestifezzingliabilities: Interest-bearingdeposit& M2domestB: 3 fices: 3.69 3.39 3.04 3.51 2.85 1.68 1.20 1.08
Rittespaitidoterbithdepiogliabilities: Interest-bear{ngde s:Indoniks3Roffices:@t@ér checkib® depositsA4 1.61 1.67 93 .80 97
Sateﬁngb:l(lm}asﬁhgmwﬁhﬂii]es:lnterest-hem ngdepdsits: IndonsToffices:3afkngs (inldSing MN2DAs) 2.43 1.92 1.02 .73 n
Ratespaiitiriateepebearingliabilities: Interest-hear{ngdepddts: IndonvediZoffices: Bat@e timedbSdsits*48E 5.32 4.40 3.26 2.36 2.14
Ritfespaticirietdkasb bitaringliabilities: Interest-bear ngdehdits: IndonkdiBoffices:G#8r timeddRsits 90495 5.53 5.14 3.55 2.86 2.61
dieldntal darnglidiikitids:@cbRPederal .fynds p2&khased 4B RPs  5.02 5.18 453 5.47 381 2.02 1.39 1.71
mmmtemmmgdlmllmomer interest-bparir@80abilitie8.86 9.13 8.85 861 8.15 7.00 5.39 4.26 3.69
Item 1995 199197 1998 1999 2000 2001 2002 2003 2004
Gross interest inkK@oRAE:. . .. ..................... 6.42 6.26 6.31 6.21 6.01 6.39 5.56 4.78 4.06 3.95
‘CansdibéeragtineateaiT axable. equivalent. .. .. .. 6.43 6.27 6.33 6.22 6.03 6.41 5.58 4.80 4.08 3.97
Grasainterestincome:Loans. .. ................... 4.44 4.48 4.31 4.27 4.35 4.74 4.14 3.58 3.05 2.86
Seassintirestincome:Securities. . .. ............... 75 7 .73 81 85 .88 72 .73 63 69
Grassinferdetint fmeds raskl feddradviemsdsRiBd and |reversB1RPs 18 45 42 30 25 25 12 10 10
Ortdesinterestincome:Other. . .. ................... 1.00 .88 82 .70 51 51 44 35 28 30
Gross interest xpems® . ... ..................... 3.74 3.52 3.55 3.48 3.16 3.60 2.69 1.65 1.20 122
Orepssisiterestexpense:Deposits .. .. ............. .. 2.43 2.26 2.26 2.20 197 2.33 1.74 1.06 5 74
Grassinferdetedphnnet G o Hastedahifd RBgpurchased and 3Ps 31 54 54 40 49 35 18 13 14
Otssinterestexpense:Other. .. ................... 95 95 5 74 79 .78 59 41 33 33
Net interest imeome ............................ 2.68 2.73 2.76 2.73 2.84 2.78 2.87 3.13 2.86 2.73
RetiatdeestincombeTiaxable equivalent......... 2.70 2.75 2.79 2.75 2.86 2.80 2.89 3.15 2.88 2.75
Lossppovisioaiig8® ey A1 A1 16 31 26 .38 59 .73 35 16
Noun—mterest idoommee: ... 2.16 2.34 2.12 2.15 2.55 2.54 2.23 2.32 2.31 221
Nerwil dejpassitharges on .deposits. . 25 28 32 33 37 40 44 48 46 45
NoduisttergstintontagRiduciary. activities.......... .30 31 34 32 31 27 29 26 26 24
fﬂnae]nngrmmnme Trading. . revenue:........... 46 52 43 33 46 48 43 32 30 22
Toer naghingrevenue:lnterest rate. expasiaces 30 23 10 17 20 21 15 A2 .03
MlmremMgETmWMOrelgn exchangmuate exposurkd 20 20 19 18 14 14 14 14
Qneintavestinodity: Bradiegreitsnes@iteresommaditynand equity @osures .03 .09 A1 .08 .03 04 .06
Mohenterestincome:Other....................... 1.15 1.23 1.04 117 141 1.39 1.06 1.25 1.29 1.30
Nom-interest cRpEROSE:. .. .. ............ooooo.... 3.32 3.57 3.24 3.47 3.45 331 3.13 3.16 3.02 311
Nahaiitsrestagensesd langd o weeg benefids employeg behefdts 1.57 145 145 157 1.46 1.38 141 1.39 1.34
Rorinarsstexpense:0CCUPancy. . - .. ............. 50 50 47 47 50 47 45 46 45 43
Rohenterestexpense:Other. ... ................... 124 1.50 1.33 1.54 138 1.39 1.30 1.28 1.18 133
Net non-interest expense ....................... 1.16 1.23 112 1.32 90 a7 90 84 n 90
Gains on investment account securities ......... .03 04 .08 11 .03 -03 .08 13 11 .08
Income before taxes and extraordinary iftemss: 1.44 144 1.56 1.22 1.71 1.60 1.46 1.69 1.91 1.74
'[anmebeforetaxesandexlraurdmaryltems Taxes. .... 55 52 58 A4 66 .60 48 57 62 55
[0 oy taxtmardinary items, net of #ncome taxes * * * -01 * * *
Net idoonme: . ... .88 92 98 .78 1.05 1.00 97 112 1.29 1.19
Netshcdind@ands divitiareds .declared . ........... 57 .70 82 53 79 .86 66 1.05 99 65
Retianorde iRetaimed .income. .. ................. 31 21 15 25 26 A3 31 07 30 55
MEMO: Return on equity ....................... 13.78 13.21 13.22 10.53 13.58 13.04 12.34 13.24 16.01 14.28

* In absolute value, less than 0.005 percent.
n.a. Not available.

MMDA Money market deposit account.

RP Repurchase agreement.

[fodinotetlds dHokustesl atbosdtadrisknsfeervisk reserves.[endoffootnote.]

PfooMhte posdibbn passiblen Haseaveragheofipragerdy habaterdyshedantesshepbdath sapatiedude Biddudd e -tuatatly Gldit®épotall Report.[endoffootnote.]
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Jodinokellds pratidenyfovislbosated aldasbtedriviansfer risk.[endoffootnote.]

Income and expense as a percentage of average net consolidated assets.

CD Certificate of deposit.
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C. Banks ranked 11 through 100 byasassts.Balancesheetitemsatapercentageofaveragenetconsolidatedassets.

Item

1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000

‘ 2001 ‘ 2002 ‘ 2003 ‘ 2004

Interest-earning asssts:. . ..................... .. ... 88.71 88.26 87.50 87.87 8841 88.67 88.08 88.34 88.10 88.19
[mmnstmdn]egmsemdmans .and .leases, ..net....... 62.68 64.24 63.89 64.38 64.23 64.88 62.14 60.00 59.48 60.63
G eteliganshndleases,net:Commercial 2A®@6 industB45 19.01 18.92 19.40 18.19 15.84 1327 11.96 1191
lh&rexﬂ@assnagassets Loansandleases,net:Commefcial&tiindustritF@1S. addids3&s  17.59 18.18 17.64 15.36 12.94 11.66 11.65
Loansandleases,net:Commefcialdntihdustrial: Pereign all®Bssees 1.33 1.22 55 48 33 .30 26
Gnﬂsmhearnmgassets Loansand leases, net:.Consumi#.23 15.67 15.62 14.52 13.57 13.79 13.20 12.79 12.57 12.73
C dast ----.ga ets:Loansandleases,net:Consunier:C7eBdt card 8.26 8.50 7.67 6.78 6.97 6.97 6.56 6.35 6.90
dh dsseteet oansandleases,net:Consumer: @3 ment ghdOother 7.12 6.86 6.79 6.82 6.23 6.22 6.21 5.83
Rﬁateesmmmgassets Loansandleases,net:Real. . estate:23.25 23.26 22.99 24.59 24.80 26.21 27.29 28.94 30.67 32.16
Intelestessticinghicsets: L oansandleases,net:Realestdte: B8 d@mesti3dfBices: 22.85 2442 24.62 26.12 27.21 28.88 30.54 31.96
@ ingasdetancbahsealilp :Realestatelfomesticdffifes:Condté@tion ariOBind dev2Kment 3.00 331 3.36 3.22 3.51
Eusmkmdrnmgassets l_oansandleases net:Realeptate: i@ mesticotliBes:Farmldstl 17 .19 22 23 22 20 19
idantitdases, net:Realestatbdidomestitdflibes: Ond-3 88 four- fdrBBy residibatid: 14.51 15.51 17.05 18.79 19.52
Hmmzsteepmmgassets. Loansandleases,net:RgalestattIndomegioaffices: Oheofour-farifresider®ifldHome eyddy 2.90 3.92 4.74 5.90
Ortlecest-earningassets:Loansandleases, net: Realedtht®Andomdiédffices: DhéSofour- by residehPidlFOther 12.02 12.60 13.13 14.05 13.62
Matafamr}ymshmmiansandleases net:Realeptate: IfbmesticotB8es:Multifadily residétial  1.02 111 1.16 1.20 1.32 1.34
INtenést $etsntipdnsandleases, net:Realestatefifidbmestic6ffiges:Non6a2th nonre€idéntial  6.82 7.28 6.99 7.05 7.00 7.41
lmﬁmﬁrgarmff Loansandleases,net:Realestdte:In fifeign offités 15 18 19 .09 .09 .06 13 20
itoingisseitotioansandl pedrkesdeposifory institutions and acceptances
of other banks ......................... 161 1.53 130 1.09 93 1.05 140 144 121 54
Fmeghegwegmemd_oansandleases net:Foreign. gpverniénts 20 .09 .06 .06 .03 03 .02 02 01
icomnsandleases,net:Agricultural proPiction .28 29 33 33 37 32 27 23 19
@nheeslmnsmgassets Loansandleases,net:Qther. loaps  3.29 3.27 3.18 335 2.99 2.57 2.03 1.80 1.59 1.88
Intasestiearnénggssetscivsnkandleases, net:Lease-fingncirlhQ@ceivabikg 1 2.70 2.72 3.29 3.82 3.18 2.65 2.35 2.28
Irtesestearmingdssatsoinnansanitiaases,net: LESS:.Ungarned@ificome e:06oans —.05 -04 -04 -03 -02 -02 -02 -02
Iitesesk-eamningassetsil oansandleases,net:LESS: . L osfresfirges!*“0fla 7 -1.24  -1.16 -1.11 .12 -1.13 -1.17 -1.10 -1.06
Bﬁemmmmg assets: Securities: . ................ 18.64 16.87 15.80 16.66 17.79 17.32 19.00 20.30 21.16 21.28
Securities:Investment. . account: 17.88 16.06 15.07 16.13 17.28 16.10 17.71 1917 20.09 20.12
Intbrest-earning assets:.Securities: Investmentacqoud? Bebt:  15.62 14.58 15.58 16.64 15.50 17.32 18.82 19.88 19.96
IdtBrefireasningassets: Securities: Investmentaccqunt: B@%:U.S. T3eddury  2.81 2.25 1.70 112 67 74 .95 .89
IitBregbratmingassetgSecyrities: Investmentaccqunt: Debt:U.S. government agency and
corporatlon ohﬂmlm ............. 9.40 9.12 8.98 9.93 10.57 9.70 10.09 11.45 12.99 12.80
Int€Festezarni 8dc | wataccqunt: DEE:U.S.gdvei@mentagbricyandcorgo@@ionoblifatibns:GovkBinent-b&k8d mort§a® pools6.08 5.74
Cthastredinéal SgeuoitiegdnvastmentaccoliBDebt: U. 2gbfernmenagiBneyand@83orationdhBgations: Qnﬂsterallzémmortgagﬂ MligatioBs72 342
Oﬂlﬂeest -earningassets:Securities: InvestmentgccouhtSDebt: U. Sighdernmeniag@ncyand@ibrationdhbgations: gk 2.48 .65 3.19 3.64
arhingh neities: Investmentaccqunt:ddit:State anfi9local goBBnment .92 .99 96 .99 97 95 96
l?ttevas&ammgr taSkedrisiestinitiestmentaccqunt: D€ Private Qﬁ)rtgage baBked secPfies 1.35 1.66 2.01 213 2.14 2.65
[Dthrast-earningassets: Securities: Investmentaccqunt: Ddi: Other 1.21 1.18 1.53 2.02 2.06 3.56 3.53 2.85 2.66
qun&yt earningassets:Securities: Investmentaccount: Equi3y 44 49 55 65 60 .39 34 21 .16
Securities: Trading. account. . .76 .80 73 54 51 1.22 129 113 107 1.16
mmstﬁednmigﬁesﬂs:@mhisaﬁeﬂmakﬁamm%old and rpverdeSRPs  4.26 4.38 3.57 334 3.76 4.06 471 4.20 2.98
Intienesttcaemingasetdalnteseat-deprisgobalances at. depositfés 2.89 343 324 3.06 271 2.88 3.33 3.26 3.29
Non-interest-earning assetts .. ...................... 11.29 11.74 12.50 1213 11.59 11.33 11.92 11.66 11.90 11.81
RondhtetisteganinghsdetsiR emadiregi ancgaints held. in [tradin§Oaccounts51 .69 75 56 40 55 47 .60 42
Noheinterest-earningassets:Other. . .................. 10.78 11.23 11.81 11.38 11.03 10.92 11.37 1119 11.30 11.39
Liabilities: 92.23 92.02 91.85 91.63 91.66 91.57 91.15 90.79 90.65 89.87
Liabitisicbedntagettabeitiay liabilities: 74.05 73.14 72.60 73.40 74.97 76.46 75.98 74.69 73.18 74.10
Dighokities:. Interest-bearing liabilities:.Deposits:. . .| 52.32 51.81 51.45 51.50 51.50 51.57 51.94 50.48 49.81 50.78
Iniafiititiest|ofrest-bearingliabilities:Deposits:In. foreighl@ffices 7.52 7.85 8.15 7.96 7.34 6.86 6.09 6.33 6.99
Iniatbtitiestlotetifatesearingliabilities:Deposits:In. doné4tR20 officks:30 43.60 43.35 43.53 44.23 45.08 44.38 43.48 43.79
Ditbétitidsetritebdst-epringhabilities:Deposits:IndomBs@2offices:B@@r check@fie depodi2s 1.60 1.32 1.20 117 1.33 141
Smmgms(mmgmmmmnes Deposits:Indori8sfi8office2846ngs (RicOBling NMEAs) 22.46 22.34 24.36 26.45 27.52 27.63
Siatailliibsnk ghiadéiiastDeposits:IndoritdsBdofficedtd:0811-derbBrBation 1R deposit.85 11.80 10.66 8.78 7.47 6.94
Liahititibsnotarest-hearingiabéptdaitDeposits:Indomsshiboffices:6.8@e-denomibation thB6deposift 62 877 8.86 7.98 7.16 7.81
Gmtndmieddmﬂerﬁshasapmgﬂai:;édlmerﬁﬁsfederal fundd B#chaseti000l RPs 9.36 9.48 9.77 9.28 9.71 9.66 9.69 8.96
Qidfeitities: Interest-bearingliabilities:Other. . .. .. ... 10.36 11.32 11.79 12.43 13.70 15.61 14.32 14.55 13.68 14.36
NehiitieseMeneintapedtabéitiag . liabilities: ... ... 18.18 18.89 19.24 18.23 16.70 15.12 15.17 16.10 17.47 15.77
Diabiditidsdposinteiastibeactgdiatfiiittes:Demand . depobit26n donlebdd officdst.17 1239 10.52 8.61 7.17 6.32 5.97 5.63
RishilitiesdvoloisterdselabaninghidhilitiescRauaduation lossd§ held in #@ding accé8nts .76 58 41 52 44 56 40
Qidsitities:Non-interest-bearingliabilities:Other. . .. . 3.43 3.93 4.39 5.07 5.59 6.09 7.49 9.34 10.95 9.74
Capital account ........... ... ... ... ... 777 7.98 8.15 8.37 8.34 843 885 9.21 9.35 10.13
Meswio:
Commercial real estate loans ...................... 9.42 9.38 9.44 10.11 11.00 12.06 12.06 1224 12.10 12.85
Ui Qrefthstateabventade. owned. ... ............ ... 13 .08 .06 04 .03 .03 04 .05 .06 .05
MEeM@edMeatsiditbs liabilities: .. .................... 35.68 35.60 36.60 38.11 39.83 41.98 40.81 39.48 38.12 39.29
i@l ManagedlishiliBesik edtbrahddome. Loan .Bank adweaces n.a. n.a. na. n.a. na. 4.07 4.85 4.75 4.65
MviQe Averagesobtiaenbakistted assets
(billions of dollars) ...................... ... 1,338 1,450 1,604 1,745 1,881 2,031 2,130 2,124 2,287 2,376
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C. Banks ranked 11 through 100 byaasstsEffectiveinterestrate(percent)le#oonoe2

Item

1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘

1999 ‘ 2000 ‘ 2001 ‘ 2002 ‘ 2003 ‘ 2004

Rates earned

B?Eéf&%@%&?fg%sgéfé"ng. assetst . 8.31 8.18 8.33 8.13 7.84 8.44 7.54 6.04 5.30 5.26
RafEszabried tesarningassets:Taxable .equivalgnt 8.37 8.23 8.36 8.17 7.88 8.48 7.58 6.07 5.33 5.29
R 1 geosingassets:Loans.and. leased, (9ds8: 8.88 9.03 8.82 8.50 9.14 8.26 6.80 6.11 5.98
Ratesafiriued: Ipterestiearaingassets:Loansandleasgs,gr&@Ret of 1821 provisidh? 8.15 7.80 8.25 6.96 5.59 5.11 5.19
Batesgarned: Interest-earning.assets: Securities: . 6.38 6.49 6.55 6.31 6.32 6.64 5.96 4.79 3.80 3.63
bdeneduinerestiearningassets: Securities:Taxablé.&guivalen.66 6.70 6.46 6.46 6.77 6.08 4.91 391 3.73
Rat et ||ugd et :Securities:Investment #&86unt:  6.49 6.57 6.33 6.34 6.66 6.04 4.86 3.87 3.64
Hefest: i detd: Securities: Inyestmentaccount:U.S. Treasury securities and U.S.
governmenmt agency obligations
(excludlng MIS)) .................. n.a. n.a. n.a. n.a. n.a n.a. 5.83 4.28 3.17 2.94
:Securities:Investmamaccount:Mioatgage-banlked securitias n.a n.a. 6.60 5.34 4.20 4.02
Rittesearned:Interest- eamlngassefs Securities:Investmardaccount: Qther n.a. n.a. n.a n.a. 5.13 4.22 361 3.29
Ralésadined ningassets:Securities: Trading| acc@#t 6.53 6.05 5.86 5.58 6.25 4.83 3.59 2.62 343
& diederihtérastieazali yerse RBsral fupds §Bi and rededde RPs 5.45 5.46 512 6.06 3.86 1.68 1.14 1.25
Retasesirharititerdstkancingadsetlsjotetestebearing . balar6c@8 at dep&s8dries  5.76 5.67 4.81 5.49 4.38 2.46 1.93 227
Rates pazd
RalespaldcnisresiRaring | liabilities: 4.94 4.70 4.79 477 438 5.22 4.16 2.41 1.79 17
Retaspstidiéntarestdepringhiabilities:Interest-bearing | degb8Hs: 4.15 4.22 4.15 3.76 4.42 3.60 1.96 1.35 1.29
Rafesiaid:igtereffivearingliabilities:Interest-bearingdeposit.B0foreignSo2fices  5.23 5.22 4.70 5.38 3.67 1.70 1.23 142
Ralesphidabsteestffezzingliabilities: Interest-bearingdepositd. Bl domestB- Affices: 4.04 3.96 3.60 4.26 3.60 1.99 1.36 1.27
Rittespaitidoterbithdepiogliabilities: Interest-bear{ngde s:IndonikstRoffices:Qtbdr checkhle deposiD3 2.57 2.32 94 64 72
Sateﬁngb:l(lm}asﬁhgmwﬁhﬂii]es:lnterest-hem ngdepddits: Indon2fitoffices:Qa8dings (inlld6ing MN2ZAs) 2.94 2.30 1.08 66 65
Rategpaiithiateteptbearingliabilities:Interest-bearingd s:IndonfediRoffices:Bd@e timed®3dsits 4G 5.88 5.11 3.36 2.70 2.48
Ratteepatitrietdrsb bitaringliabilities: Interest-hear ngdep@Sts: Indonfedioffices:G#Br timeddBfits w508 5.73 5.42 3.68 2.95 2.58
dietibrtel darnglidiititids:@cbRPederal .fynds pbchased SAORPs  5.29 5.22 4.87 6.62 3.86 1.73 1.20 1.37
mmmtemmmgdlmllmomer interest-bearing4Babilitie$.95 5.85 5.81 5.41 6.36 5.30 3.54 3.02 2.76
Item 1995 To%897 1998 1999 2000 2001 2002 2003 2004
Gross interest inimowae:. ........................ 7.40 7.24 7.26 7.16 6.98 7.54 6.70 5.31 4.67 4.67
‘CansdibéeragtineateaiT axable. equivalent. .. .. .. 7.45 7.28 7.30 7.19 7.02 7.57 6.73 5.34 4.70 4.70
Grasainterestincome:Loans. .. ................... 5.79 5.80 5.87 5.79 5.56 6.05 5.28 4.15 3.72 372
Seasstitrsstincome:Securities. . .. ........... ... 1.13 1.03 98 1.00 110 1.09 1.06 90 75 .73
Giassénferdstiab dmeds rosk] feddradviensdsRiBdd and [reversB7RPs 23 22 19 18 22 A5 .08 04 .03
Otdrsinterestincome:Other. . .. ................... 21 18 19 18 14 18 21 18 15 19
Gross interest expp@sse. . ....................... 3.62 3.39 341 3.45 3.26 3.96 314 1.77 1.30 1.26
Orepssisiterestexpense:Deposits .. .. ... .. 2.29 2.18 2.23 2.23 2.02 2.41 2.01 1.09 77 74
Grassinferdetedphnnet G o Hastedahifd RBgpurchased and6APs 55 51 51 51 56 38 17 12 13
Otssinterestexpense:Other. .. ................... .66 66 68 71 74 .99 75 51 41 40
Net interest imeome ............................ 3.78 3.84 3.85 3.71 3.72 3.58 3.56 3.54 3.37 3.41
RetiatdeestincombeTiaxable equivalent......... 3.84 3.89 3.89 3.74 3.75 3.61 3.59 3.57 3.40 3.44
Lossppovisioaiig8® ey .39 54 60 54 55 68 91 80 67 55
Noun—mterest idoommee: ... 2.38 2.61 2.76 3.07 3.36 3.18 3.36 3.30 3.29 3.05
Nenvii dejoesitharges an .deposits. . 44 A4 44 42 41 42 42 42 42 40
NoduisttergstintontagRiduciary. activities.......... 40 43 A4 49 A48 52 42 42 37 42
fﬂnae]nngrmmnme Trading. . revenue:........... .09 .08 .08 .09 .08 .07 .08 .08 .09 07
Toer naghingrevenue:lnterest .rate. expoaLaes 03 02 03 02 .02 04 04 04 -01
MlmremMgETmWMOrelgn exchangauate exposui@d .05 .06 .05 .04 .03 04 04 .05
Qtineintavestinodkity: Eradiegreitsnesiseresommdditynand equity dposures = * * * * * 01 .03
Mohenterestincome:Other....................... 1.45 1.67 1.79 2.07 2.39 2.18 2.44 2.37 2.41 2.16
Nom-interest cRpEROSE:. .. .. ............oooo.... 3.79 3.85 3.85 4.03 4.12 4.00 3.95 3.73 3.64 3.55
Nahaiitsrestagensesd langd o weeg benefids employeg beheffts 151 1.51 1.53 153 1.44 1.47 1.49 147 145
Neniiptamesexpense:0CCUpancy. . .. .. ... ... .. 47 48 46 46 45 .43 42 40 41 .39
Rohenterestexpense:Other. ... ................... 1.85 1.86 1.88 2.04 2.14 2.14 2.07 1.84 1.76 1.70
Net non-interest expense ....................... 141 1.24 1.10 96 .76 .82 59 43 35 50
Gains on investment account securities ......... .02 02 02 .03 -01 -05 .09 .10 .06 .03
Income before taxes and extraordinary iftemss: 2.01 2.09 2.18 2.24 2.40 2.02 2.15 241 241 2.39
'[anmebeforetaxesandexlraurdmaryltems Taxes..... .70 75 77 .78 .86 .70 74 82 82 82
[0 oy tExtraardindry items, net of #ncome taxes * * * * * * *
Net idoonme: . ... 1.31 1.34 142 145 1.54 1.32 1.40 1.59 1.59 1.58
Netshcdind@ands divitiareds .declared . ........... .85 1.07 93 96 116 94 96 99 1.05 95
Retianorde iRetaimed .income. .. ................. 46 26 48 50 38 .38 44 60 54 63
MEMO: Return on equity ....................... 16.84 16.78 17.36 17.38 18.46 15.72 15.79 17.26 17.01 15.56

* In absolute value, less than 0.005 percent.
n.a. Not available.

MMDA Money market deposit account.

RP Repurchase agreement.

[fodinotetlds dHokustesl atbosdtadrisknsfeervisk reserves.[endoffootnote.]

PfooMhte Posdibbn passiblen Haseaveragheofivpragerdy habaterdyshedantetsshepbdath sapartiedude Bliddudd e -gatatly GeditRépotall Report.[endoffootnote.]

Bfodbredte]e3] 9B fdeegtotifnd avpertiacecapen Ancou

3 iimcltitedtimothepasite deposits.[endoffootnote.]

fodinokellds pratidemy fovialbosated aldashtedivian

sfer risk.[endoffootnote.]

Income and expense as a percentage of average net consolidated assets.

CD Certificate of deposit.



A.1. Portfolio composition, interest rates, and income and expense, all U.S. banks, 19@%-2004
D. Banks ranked 101 through 1,000 byasssttBalancesheetitemsasapercentageofaveragenetconsolidatedassets

Item 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002 ‘ 2003 ‘ 2004

Interest-earning asssts:. . ..................... .. ... 90.98 91.11 91.34 91.38 91.68 91.50 91.16 91.36 91.34 91.58
[mmnstmdn]egmsemdmans and.leases, ..net:...... 62.24 62.72 62.34 61.23 61.48 62.15 62.46 61.46 61.32 63.34
G etelh siashndleases,net: Commercial BAd8 industa6 12.38 12.45 12.64 12.95 13.03 12.38 1151 1152
lh&rexﬂ@assnagassets Loansandleases,net:Commefcidlnfthdustrit23%. addifsides 12.12 12.32 12.60 12.65 12.06 11.20 11.21
Loansandleases,net:Commefcialantifhdustrial:A8reign ad®@ssees .32 32 36 38 31 31 31

Gnﬂsmhearnmgassets Loansand leases, net:.Consum#6.39 16.11 14.36 1256 10.79 10.19 9.76 8.13 6.80 6.34

C dibt ----.ga ets:Loansandleases,net:Consurer:Céedst card 6.92 5.87 4.78 3.37 3.27 3.61 2.64 1.82 1.92

dh dsseteet oansandleases,net:Consumer: Ifs@4ment &hd9ther 8.49 7.78 7.41 6.92 6.15 5.50 4.97 4.42

Rﬁateesmmmgassets Loansandleases,net:Real. . estate:30.77 31.28 33.10 33.83 35.90 36.93 37.64 38.92 40.96 43.38
Intelestessticinghicsets: L oansandleases,net: Realestdte: B0 d@mesti31AGices: 33.08 33.81 35.87 36.91 37.62 38.90 40.91 43.32

@ ingasdetanchahsealilp :RealestateArdomestic@fBiBes:ConBtion arti8End dev@Kfpment 4.15 4.90 5.40 5.89 6.98
Eusmkmdrnmgassets l_oansandleases net:Realestate: Iatbmesticoffi6es: Farm & 56 58 65 .66 .73 .80 91
fdantitdases, net:RealestatbArkFomestitFfhiges:Ond-8 108 four-fliBalH residkBtRA: 1717 16.18 1539 15.71 1537
Hmmzsteepmmgassets. Loansandleases,net:RgalestatBAndomeiBoffices: Oh@Pofour-fariKresidentiiHome @ylidky 2.21 2.51 2.92 3.46
Ortlecest-earningassets:Loansandleases, net: Realedttd Indomdsti€ffices: Mhd8ofour- Oy resideb6ifiéOther 15.06 13.97 12.88 12.79 11.90
Matafamr}ymshmmiansandleases net:RealestatellMomesticdffi8es:Mulfifadily residtial —1.44 1.58 1.69 1.83 2.00 2.24
INtenést $etsntisdnsandleases,net:Realestated domesticOffibes:Noiabth nonrk@ifential 12.12 13.36 14.18 15.55 16.51 17.82
lmﬁmﬁrgarmff Loansandleases,net:Realestdte:In fazeign offidds .02 02 .02 02 .02 03 .05 06
itoingisseitotioansandl pedrkesdeposifory institutions and acceptances
of other banks ......................... 36 50 .59 52 .46 37 .38 37 37 25
Fmeghegwegmemd_oansandleases net:Foreign. gpvernt@2nts 02 .02 03 .03 03 .03 02 02 01
dcomnsandleases,net:Agricultural prog@iction .70 .73 .80 .78 82 85 .86 .83 82
@nheeslmnsmgassets Loansandleases,net:Other. loaps  1.78 1.67 1.47 1.30 1.25 1.22 1.22 1.18 1.25 1.32
Intasestiearndnggssetseivsinkandleases, net:Lease-fingncing9@ceivab k0 .99 99 .78 75 74 75 67 15
Irtssestiearmingdssatsoinnansanitiaases, net:LESS:. Undarneddihcome ed@oans —10 -09 -08 -08 -07 -06 -06 -06
Intesesk-earningassets!l oansandleases,net:LESS: .L ospres@rds! #0213 -1.19 -1.15 -1.06 -1.04  -4.12 -1.10 -1.03 -98
Bﬁemmmmg assets: Securities: . ................ 23.04 22.61 23.37 24.18 25.17 24.34 22.81 23.86 24.36 23.59

Securities:Investment.. . account:22.84 22.49 23.26 24.08 25.09 24.25 22.70 23.80 24.23 23.54
IDntbrest-earning assets: Securities: Investmentacqou@2 B8bt:  21.97 22.65 23.39 24.33 23.46 22.28 23.30 23.79 23.18
IitBreftreasningassets: Securities: Investmentaccqunt: betit:U.S. T5e88ury  4.94 391 2.53 1.81 1.32 1.22 1.00 1.02

S AARE AR MBS ivestmentaccqunieiUS. ggvemenggeney 2405 1620 15.5EPOHI IOMES 1605 1670
Gmwresnmmgasm Sﬁomtgmlprmksnentaccomnmbt U.SBg6¥ernmenbaddncyandéodforationdiligations: Go22rnmenttitked médfage podle3 6.80

Cthastredinéal legAtivestmentgccolBiSBebt: U. BgblernmenBa@éncyand&fiorationdbgations: (&MterahzﬁjOB]ortgagS MIlgauoBSGQ 341

Oﬂlﬂeest -earningassets:Securities: Investmentgccoudi2Bebt: U. Sgd4ernmerdagéncyand&odrationdbfations: GU3€r 5.35 60 6.2 6.49

arhingh neities: Investmentaccqunt:DdlR:State #nB3local g2wdnment2.69 291 291 2.90 2.89 2.95 2.92

l?ttevas&ammgr taSkedrittssulritiestmentaccqunt: DE&: Private #rtgage-hB8ked secufties  1.00 99 94 99 87 1.08

[Dtbrast-earningassets: Securities: Investmentaccqunt: D&&:Other .76 .78 1.06 1.60 2.19 2.42 2.34 2.01 1.46

qun&yt earningassets:Securities: Investmentaccount: Equi4y 52 61 .69 a7 .79 43 50 43 36

Securities: Trading. account. . 20 12 10 11 .08 .09 A1 .06 14 .05

mmstﬁednmigﬁesﬂs:@mhisaﬁeﬂmakﬁamﬂd%old and rpver8c9RPs  3.86 3.59 4.16 335 3.40 4.20 415 3.85 2.95

Intienesttcaemingasietdalmteseat-deprisgobalances at. deposithil8s 1.93 2.05 1.80 1.68 1.60 1.68 1.89 1.81 1.69

Non-interest-earning assetts .. ...................... 9.02 8.89 8.66 8.62 832 8.50 8.84 8.64 8.66 842
Rendhtetishegaiinghsdelsii enaditagi ancoaims held . in [trading5accounts02 * * 01 02 01 01 * *

oheinterest-earningassets:Other. . .. ................ 898 8.86 8.66 8.62 831 849 8.84 8.64 8.65 842

Liabilities: 91.36 91.06 90.78 90.55 90.90 90.95 90.32 89.93 89.69 89.19

Liabitisicbedntagettabeitiay liabilities: 75.02 75.09 75.23 75.45 76.76 7743 77.01 76.35 75.76 75.00
Dighokities:. Interest-bearing liabilities: Deposits:. . .|  59.59 59.82 61.24 62.20 61.93 62.67 63.10 62.83 61.93 60.79
Iniafoitities: |oférest-bearingliabilities:Deposits:In. foreigh7dffices 1.33 1.22 1.31 1.20 1.28 1.24 88 64 65
Iniatbtitiestlotetifatesearingliabilities:Deposits:In. domB3tB8 offics8:49 60.02 60.89 60.73 61.40 61.86 61.95 61.29 60.14
Oitbétitidsetritebdst-epringhabilities:Deposits:Indom8sfiBoffices:@ft@r checkdle depodii2 3.75 332 3.25 3.32 3.55 3.65
Smmgms(mmgmmmmnes Deposits:IndoR6sfizoffice28a4ngs (REAking NMEYAs) 27.35 27.03 27.67 30.17 31.42 31.65

Siatailliibsnk ghiadéiiastDeposits:IndordsiBoffice2 BiBAll-deriv@fation 21k deposi.60 19.44 18.79 16.83 15.03 13.45
Liafititibsniotaiest-hearingbabépidedtDeposits:Indom@siiSoffices:8 &% e-dencdbation @6 deposiB.03 11.61 12.14 11.63 11.29 11.39
Gmtndnﬁieddreﬁﬂarﬁshdsapmgﬂaisédmm@rﬁﬁsfederal fundB@@chased8aifl RPs 7.06 6.15 6.90 6.30 5.77 527 5.35 5.53
Ottteitities: Interest-bearingliabilities:Qther. . .. ... .. 7.14 7.10 6.92 7.10 7.92 845 8.15 825 8.48 8.69
NehiitieseMeneintapedtabéitiag . liabilities: ... ... 16.34 15.96 15.55 15.10 14.15 1352 1331 13.58 13.93 14.20
Diabiditiésddposinteiastibeactgdiatfiiittes:Demand . depobt08n doni386 officd3.11 11.87 10.19 897 823 8.05 7.97 8.13
RinbilitigscvoloisterdseldbaninghidhilitiescRawnaduation 10ssé$ held in 02ding accOlints 01 01 * .01 01 * *
Oidteitities:Non-interest-bearingliabilities:Other. . . . . 2.24 2.14 2.44 322 3.95 455 5.08 5.52 5.95 6.06
Capital account ........... ... ... ... ... 8.64 894 9.22 9.45 9.10 9.05 9.68 10.07 10.31 10.81
Meswio:
Commercial real estate loans ...................... 13.17 13.80 14.72 15.33 17.28 19.32 21.03 23.05 24.62 27.25
Ui Qrefthstateabventade. owned. ... ............ ... 17 13 11 .09 .08 07 .08 10 A1 10
MEeM@edMeatsiditbs liabilities: .. .................... 24.71 24.96 24.89 24.65 26.33 28.01 27.75 26.57 26.40 26.98
i@l ManagedlishilHeskedbrahddome. Loan .Bank adveaces n.a. n.a. n.a. n.a. n.a. 5.27 5.71 6.29 6.46

MviQe Averagesobtiaenbakistted assets
(billions of dollars) ...................... ... 1,094 1,078 971 938 972 986 1,002 1,022 1,072 1,080




A.1.—Coomiimued

D. Banks ranked 101 through 1,000 byassstsEffectiveinterestrate(percent)le#oonoe2

Item 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002 ‘ 2003 ‘ 2004
Rates earned
B?Eéf&%@%&?fg%sgéfé"ng. assetst 8.44 8.44 8.54 8.38 7.83 8.48 7.86 6.43 5.60 5.46
Ralészabied tesarningassets:Taxable .equivalgnt 8.53 8.52 8.63 847 7.92 8.56 7.94 6.51 5.68 5.53
R 1 geosingassets:Loans.and. leased,  (9atS: 9.41 9.53 9.42 8.74 9.42 8.76 7.33 6.58 6.26
Ratesefidued: Ipterestiearsingassets:Loansandleasgs,gr&Q#let of 183 hrovisidhy9 8.79 8.26 8.75 7.88 6.57 6.02 5.86
Ratesiarned: Lnterest-earning.assets: Securities: . 6.24 6.34 6.43 6.31 6.03 6.45 5.97 4.93 3.80 377
bdeneduinerestiearningassets: Securities:Taxablé.&quivalen6.60 6.69 6.57 6.29 6.71 6.25 5.19 4.05 4.02
Rati et ||ugd et :Securities:Investment 6&ount: 6.34 6.43 6.30 6.03 6.45 5.96 4.93 3.82 3.77
Hefest: i detd: Securities: Inyestmentaccount:U.S. Treasury securities and U.S.
governmenmt agency obligations
(excludlng MIS)) .................. n.a. n.a. n.a. n.a. n.a. n.a 5.85 4.54 342 315
:Securities:Investmamaccount:Mioatgage-banlked securitias n.a n.a. 6.33 5.38 3.95 4.01
Rittesearned:Interest- eamlngassefs Securities:Investmandaccount: Qther n.a. n.a. n.a n.a. 5.40 4.51 4.07 4.21
Ralésadined ningassets:Securities: Trading| accHifitt 5.94 6.37 6.84 7.33 9.30 6.60 3.82 1.67 3.63
& diederihtérastieazali yerse RBsral fupds $#b and rede?® RPs 5.42 5.31 4.98 6.15 391 1.73 1.27 1.57
Retasesirharititerdstkancingadselsjotetestebearing. balatc 63 at depdsi@ries  5.44 5.77 5.07 5.76 3.94 1.79 1.26 147
Rates pazd
RalespaldcnisresiRaring | liabilities: 4.64 4.58 4.67 4.60 4.19 4.93 411 2.54 1.88 173
Retespetidréatdrestdepdnghiabilities:Interest-bearing | degb28s: 4.27 4.34 4.28 3.84 4.46 3.82 2.28 161 144
Rafesiaid:igtereffivesringliabilities:Interest-bearingdeposit§ @dforeignSoffices  5.42 5.55 5.07 6.13 4.45 2.14 1.43 143
Ratesphidabsarestiiaringliabilities: Interest-bearingdeposité: 1 domestde 23 fices: 4.32 4.25 3.82 4.43 3.81 2.28 161 144
Ritlespastidoterbde bdariogliabilities:Interest-hear(ngdepdidts: Indomkdigoffices:Oth@r checkaile deposit99 2.27 1.81 1.06 14 72
Sateﬁngb:l(lm}asﬁhgmwﬁhﬂii]es:lnterest-hem ngdep@its: Indontstitoffices:3208ngs (in2l@Ging MN2BAS) 3.07 2.22 117 .76 14
Ratespaitiriaterepebaringliabilities: Interest-hear{ngd s:Indonfestioffices:Baf6e timed®Sdsits 5 FF 6.00 5.27 3.34 2.58 2.33
Ratteepatitrietdrsb bitaringliabilities: Interest-hear ngdepdiats: Indonfesitoffices:O16@r timedBabits e85 5.74 551 3.77 2.86 2.51
dieldbntal darnglidiikitids:@cbRPkederal .fynds féidchased SrkbRPs  5.20 5.14 4.82 5.95 3.83 1.83 1.29 145
mmmtemmmgdlmllmomer interest-bearing 28abilitie$.90 6.08 5.99 5.36 6.45 5.41 4.17 3.60 337
Item 1995 1998097 1998 1999 2000 2001 2002 2003 2004
Gross interest inkK@oRAE:. . .. ..................... 7.70 7.70 7.79 7.66 719 7.79 7.16 5.85 5.08 4.99
‘CansdibéeragtineateaiT axable. equivalent. .. .. .. 7.78 7.78 7.87 7.74 7.27 7.86 7.24 5.93 5.16 5.06
Grasainterestincome:Loans. .. ................... 6.00 6.01 6.05 5.89 5.47 5.96 5.59 4.58 4.08 4.02
Seassintirestincome:Securities. . .. ............... 1.42 1.42 1.49 1.50 1.51 1.58 1.33 1.15 91 88
Giassénferdstiab dmeds rosk feddradviensdsRiBdd and [revers21RPs 20 19 22 17 21 16 07 .05 05
Ortdesinterestincome:Other. . .. ................... .07 .06 .06 .06 04 .04 .08 05 .05 04
Gross interest expp@sse. . ....................... 3.46 341 347 3.45 3.20 3.79 314 1.92 141 1.29
Oxepssisitterestexpense:Depasits .. ... 2.55 2.57 2.69 2.70 2.44 2.87 2.48 1.49 1.04 92
Girassénferdstedpbinnet© porsasedahfd RiBspurchased and48Ps 43 37 32 34 .38 22 .09 07 08
Ortdesinterestexpense:Other. .. ................... 45 42 42 42 42 54 44 34 30 29
Net interest imeome ............................ 4.24 4.29 4.32 4.22 3.99 4.00 4.02 3.93 3.68 3.70
RetiatdeestincombeTiaxable equivalent......... 4.32 4.37 4.39 4.29 4.07 4.07 4.10 4.00 3.75 3.77
Lossppovisioaiig8® ey 43 52 58 49 39 52 65 55 41 31
Noun—mterest idoommee: ... 1.84 1.88 2.07 2.26 2.31 2.35 2.37 2.37 2.31 2.27
Nerwil dejoesitharges an .deposits. . 42 41 40 39 38 .36 39 41 41 39
NoduisttergstintontagRiduciary. activities.......... 27 29 32 37 38 R 40 35 34 37
fﬂnae]nngrmmnme Trading. . revenue:........... .03 02 01 02 02 .01 * * 01 01
Toer naghingrevenue:lnterest rate. expasiaces 01 01 01 01 .01 -01 * 01 01
MlmremMgETmWMOrelgn exchangam.mte exposu@h * * * * * * * *
Qtineintavestinodkity: Eradiegreitsnesiseresommdditynand equity exposures = * * * * * * *
Mohenterestincome:Other....................... 112 .16 1. 1.49 1.53 1.55 1.58 1.61 1.55 1.50
Nom-interest cRpEROSE:. .. .. ............oooo.... 3.68 3.69 3.73 3.86 3.70 3.84 3.88 3.73 3.60 3.54
Nahaiitsrestegmnsensd lanipd o weg e nefids employee beheféts 144 1.50 1.56 156 1.59 1.61 1.64 1.64 1.64
Rorinarsstexpense:0CCUPancy. . - .. ............. 45 45 46 47 47 47 46 45 43 43
Rohenterestexpense:Other. ... ................... 1.79 1.80 1.77 1.83 168 1.78 1.81 1.64 1.53 148
Net non-interest expense ....................... 1.84 1.81 1.66 1.60 1.39 1.48 1.52 1.36 1.29 1.28
Gains on investment account securities ......... -01 .02 .02 04 -01 -.04 .05 04 .05 .02
Income before taxes and extraordinary iftemss: 1.96 1.98 2.10 2.16 2.20 1.96 1.90 2.06 2.03 213
'[anmebeforetaxesandexlraurdmaryltems ‘Taxes..... .68 69 .73 14 14 67 66 67 66 69
[0 oy taxtmardinary items, net of #ncome taxes 06 01 * 01 * 03 *
Net idoonme: . ... 1.28 1.29 1.37 147 147 1.29 1.25 1.39 1.40 145
Netshcdind@ands divitiareds .declared . ........... .87 1.04 1.10 1.01 1.06 92 1.33 119 1.64 .78
Retianorde iRetaimed .income. .. ................. 41 25 28 46 40 37 -08 A9 =25 67
MEMO: Return on equity ....................... 14.82 14.42 14.89 15.60 16.11 14.21 12.93 13.75 13.54 13.39

* In absolute value, less than 0.005 percent.
n.a. Not available.

MMDA Money market deposit account.

RP Repurchase agreement.

[fodmotellés atloleates] dttordfimdrishnsfeersisk reserves.[endoffootnote.]
PooWhieh Podsibée, passiblen bhseaveragkeodvgnagerdf hadaterdyshetandatsiteporiath capsehedide RiieKutd Be-Huafiay Glalit®bpatall Report.[endoffootnote.]
Podbrefiete3 1 Bt ke gk sitnd avgertiacecpets aochuded inabtded timothepdsite deposits.[endoffootnote.]
ffodimotellds pretisiemspforisidosafed tldmsdtadrisknsfer risk.[endoffootnote.]

Income and expense as a percentage

of average net consolidated assets.

CD Certificate of deposit.
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E. Banks not ranked among the 1,000 largest byaasstst8Balancesheetitemsasapercentageofaveragenetconsolidatedassets

Item

1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002 ‘ 2003 ‘ 2004

Interest-earning asSSELs. . .. ........ ...l
[nmnst—anmlhgmsstsﬂeoans .and.leases,..net:.......
(ixter jahdleases,net:Commercia
ThtSrestld Loansandleases,net:Commerci

Tiees Loansandleases, net:Commerci
Cdasestearningassets: Loansandleases, net:.Cons|
@ne:hstmrdmgassets Loansandleases,net:Consumer|

It fitoansandleases,net:Consumer|
Retelesstaraingassets: Loansandleases,net:Real. .
Intefemeatmngﬁmis Loansandleases net:Realestate

[Oitensst: Tome B i1 Realest:

1

estatg:

92.48 92.45 92.45 92.64 92.55
56.60 57.38 58.76 59.11 59.76
an®.65ndustrif.08 10.16 10.33 10.64
plan@r&fistrial: USSOIaddresk@ed8 10.25 10.55
plandif@Bistrial:For8yn addref®es .08 08
ume®:54 9.42 8.98 8.46 8.16
CrediDtard 1.04 85 .70 69
Inst8168ent and.8ther 8.14 7.76 747
33.54 34.10 35.55 36.04 36.84
In 3R Bustic Aficks:  35.55 36.04 36.83

te: Ini@Besticoff@ed1Constriz82n and Bd2 develdhnt

Fnemib.aai'nmgassets Loansandleases net:Realestq
6] sdadtdades, net:Realesta
Hma{eqmn}gassets Loansandleases,net:Realg
{Dtkrest- earnmgassets Loansandleases,net:Realg
Medexf: dsiitoshsandleases,net:Realestd|
Barni etkehtizsandleases net:Realestd
Intdiestiearnififjessets: Loansandleases net:Realestate
Tidedegpesitingamsstititansaratiehsescrgitincds positol
of other bHskiutions and acceptances’
ansandleases,net:Fareign. go:
Jogwiestieamainpassdtectioansandleases, net:Agricultural
(hthmst}eanﬂngassets Loansandleases,net:Qther. loans
yRssets oanishesl| net:Lease-finan

1 {-Baeaingadsets:boansandleases, net: LESS:. Unea
i [Loansandleases,net:LESS:. Lassr
Bxtevestiearning.assets: Securities: . ............ ...
Intersstyeamningassetst Securities:Investment .
Dtbtest-earning assets:.Securities:.Investmentac
IotEredtremsingassets: Securities: Investmentaccour

Htgegogs%ygﬁ%qf &Eﬁéﬁgyr . Investment acc|
g

sbanwritieagrvpstalsntace
lcddmbaatma@assmtgagmubmgmmmmacc
[atkmst earnmgassets Securities: Investmentacc
WTiiRG: Investmemaccou
itigst g itaccour
[Btérest earningassets:Securities: Investmentaccour
qumgt ea.rnmgassets Securities:Equity . .. .......
:Securities:Trading .account .
[ﬁmestfmdﬂr@ésﬂﬂﬂoki daderal disedR Bsld. and re|
bdepingjtbsikences .at. dep|
Noun—mterest ~earming a&setss .. .. .. ... ...
Renw ingahedtd: mmdmg)acgmmmeld int

Ntmrd

1 i

Pt . Pt

Jassétallr

Liabilities: . ................ . ... ..
Liabititied clantiere stidieditieg liabilities:
Digkities:. Interest-bearing liahilities: Deposits:. . .
Iriafiilitiesnl iéfestsbearingliabilities: Deposits:In. for|
Inatiilitiestintenéicbsaringliabilities: Deposits:In. dal
Oithétitiekdoteabdt hdepiogltabilities: Deposits: Indd
Stabitities (IntehastihgatiiMiEM itjes: Deposits: Indd
Biatilitidehoteresttiearingtisbdlépessidsposits: Indd
jahikitidsaintaresttiearihigtiabilétpessiteposits: Indg
Giabititfeslbrtaleithdaringlidiikitidsz@cb R Prederal. fu
Oiditities:Interest-bearingliahilities:Other ... .... ...
NahifitiesraNpbeatargstidteiditieg liabilities. .. .......
Diatvititids d€peon it di rd djponktstin aftimestic. offices.
RizbalitiatioR ehoakieat loeld dssesalehg Breradityy acd
Ouditities. Other. . ........ ... .. ..............

Capital account .............. .. ... ...

Meswio:
Commercial real estate loans ......................
DEHAOr Bl lestateabwstatk . owned . ... ...
MEneMbabdlétes liabilities:. .. ........... ... ...
Me@iMboagedliatititid sk dedahitdesne . Loan Bank.
MEMeAetragasodidatedalédatsd assets
(billions of dollars) ..........................

.accoung:

te: InBl@tBesticoffReSSarmlad69 2.83 2.95
te: [Hflatfesticoffitet®One- tb8fbir-famiB/0dsidentld 66

istalBlBBomestit6ifiBes: Oneltb@RAr-familyGeBRiential THt4&r
te: Ind@Besticoffic@Multifam®y residen@8l 98

te: (A @BesticoffiReSaN onfatQBonresitldnd il 11.96
In fokeign offices * * *
ry
o gther bankg 20 14 14
ernments * * * 01
prdi@&tion  3.92 4.05 4.27 4.06
72 .69 67 67 67
cing r@&ivables.23 25 24 26
ned—i86ome or-RAns  —=24 -20 -15
pserve@BedoomotlL gg -87 -86 -87
30.52 29.53 28.24 26.70 26.91
30.48 29.50 28.21 26.66 26.88
ouB0.D8bt:  29.01 27.69 26.12 26.34
1:DEBLIG.S. TredsBBy 6.70 5.05 3.34
punt: Debt o
15.13 °°rp‘i§.%9” ObjigRHONS: 1543 16,89

it:Debt6®ate andt.Bal govdrdtnent 4.80 4.96
it:DebtXrivate mdkByage-bacRBd securitlés 26
it:Debt&ther .68 61 .68 .89
45 49 52 54 53
.03 .03 .03 .04 .03
ers8.®Ps 4.04 3.95 5.12 4.17

jositdri4s 151 1.49 1.72 1.71

7.52 7.55 7.55 7.36 7.45
ading accounts * * * *
7.52 7.55 7.55 7.36 7.45
90.04 89.82 89.63 89.54 89.75
75.74 75.58 75.47 75.35 75.89
72.69 72.47 72.06 71.77 71.40
pign offiices .10 .09 .07 07
nesik:5&fficed2.37 7197 71.70 71.33
medt:8fices:0lle75checkdil8Aeposild .18 11.07
meficdftfices:S49i68s (inclidddy MMIDAK) 19.69

meSiicBffices:SBlaR8enonfihi®on tindd.42posits29.07
mesticBffices:Lafy@6denontidAdon tinid.dOposits11.50

nds fii7Bhased dndlRPs 1.67 1.49 1.79
1.26 1.41 1.75 2.09 2.71
14.30 14.23 14.16 14.19 13.86
13.23 13.13 13.09 13.08 12.80
ountse * * * *

1.07 1.10 1.06 1.10 1.06
9.96 10.18 10.37 10.46 10.25
13.72 14.18 14.80 15.27 16.33
25 20 16 13 11
12.06 12.99 14.02 14.76 16.09

pdvanaes n.a. n.a. n.a. n.a.
666 661 647 644 651

7.39
39.29
39.29

3.70

3.06
18.43

sstatelllBBomesticdffiCes: One-thiddr-familykeRidential: HohTe equity-28

17.15
1.04
13.06

*

12
.01
3.85
69
27
=11
-88
25.40
25.38
24.82
2.12

16.95

4.64

16.87
13.71

-88
22.80
22.79
22.49

1.33

15.27

9.56
451
27
111
.30
.01
5.01
1.77
7.74

*®
7.74

89.59
76.00
70.93
.06
70.88
10.19
19.13
28.07
13.48
1.55
351
13.59
12.16
*

144
10.41

19.15

1867
3.34

675

16.29
14.86

-90
23.34
23.33
23.05

1.04

16.07

puntet:U.S.gode2dmentagehandcorp@&nobligali®f:GovedidiEnt-bacBe®8 mortgahbdools
puntD@ift:U.S.goetbmentagéhd@hindcorp@ditbnobligai®ts:Collatkralized mdrbgage obﬂmlons
punt®ad:U.S.go@dmentagéhdBindcorp&&ionoblididi®%:Othell1.78

4 5 6
26
112
27
.01
4.26
1.89
7.78

*®
7.78

89.72
76.01
70.50
.06
70.44
10.42
20.99
25.90
13.13
151
4.00
13.71
12.24

*
147
10.27
20.67
14
18.79
371

704

15.30
15.82

22.23

18.78
3.87

742

14.33
12.77

*
1.55
10.45

24.50

19.57
4.33

769
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E. Banks not ranked among the 1,000 largest byasssts:Effectiveinterestrate(percent)e#eonoe2

Item 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Ratsss eanmed!

Interest-earning asssets: 8.39 837 8.50 8.35 8.05 8.44 7.94 6.79 5.94 5.73
Rélésrahledelntanesteasrningassets: Taxable equivalent 8.53 8.50 8.63 8.48 8.18 8.56 8.05 6.91 6.05 5.84
R ekl trteesst: ingassets:Loans and leases, @@3: 9.75 9.80 9.69 9.28 9.51 9.03 7.84 7.08 6.72

Natesefiload: [nteretiearsingassets: Loansandleases,gr@&s&Met of 18sdDrovisichd9 9.34 8.89 9.14 8.59 7.39 6.72 6.45
Ratasianed: Interest-earning assets: Securities: 6.10 6.14 6.26 6.04 5.88 6.15 5.86 5.02 3.86 373
Rateabdenedlinedesttearningassets:Securities: Taxabl&.dguivalen6.52 6.65 6.46 6.29 6.54 6.28 5.43 4.26 4.11
Rat ; »wmwuunga ets:Securities:Investment 6ddtount: 6.14 6.26 6.04 5.89 6.15 5.86 5.02 3.87 3.73
Rbfpsz i defst Securities: Investmentaccount:U.S. Treasury securities and U.S.

governmemt agency obligations

(excluding MBS) n.a. n.a. n.a. n.a. n.a n.a. 5.97 4.80 3.74 339
b ntkradt searningjassets: Securities: Investmardaccount: Micatgage-banked securitias na n.a. 6.20 5.47 3.58 3.90
R¥tesearned: Interest-earningassets: Securities: Investmargaccount: Qtter n.a. n.a. n.a n.a. 5.29 4.87 4.43 4.18
Raiésadingd nmgaSSeL :Securities:Trading accé0¥ 6.47 6.33 5.26 3.60 4.01 6.43 4.80 66 7.23
& dicvbet-dihtEvast lgassdtscGeose RBeral funds 85 and rededde RPs 5.51 5.36 4.96 6.25 3.83 1.63 1.08 1.32
Ratasesstrhedutinerdstkargatselsposétesiedearing balaficB8 at dep8séidries  5.62 5.67 5.69 6.38 4.56 2.68 1.96 2.03
Ratssspyaidti
Interest-bearing likibiikitiss: 4.46 4.49 4.61 4.60 4.28 4.80 4.40 2.92 2.13 1.87
Retaspaididatarestdepringhiabilities:Interest-bearing  dego3Rs: 4.44 4.54 4.53 4.22 4.67 4.32 2.78 2.02 1.75
Ralesfieidikntersffiesringliabilities: Interest-bearingdeposit§.F3foreignSc3flices  4.77 5.08 4.34 5.13 397 1.67 85 1.04
Ratasplidistarestffiearingliabilities: Interest-bearingdepositd:BOdomestidcddiffices: 4.53 4.53 4.22 4.67 4.32 2.79 2.02 1.75
Rittespailidokerbde beriogliabilities: Interest-bearingdebdits: Indonfesticoffices:O6r checkaldle deposh28 2.47 1.97 1.16 .78 .70
Satenpgid( I ntehesttheaNiiEMAIi]es: Interest-bearingdep@ats: Indon @B offices:3a¥6ngs (in8l8&ing MNALAS) 3.56 2.81 1.72 1.13 1.04
Ratespaticiriatelestbearingliabilities: Interest-bearingdendits: IndonfestBoffices: E5Ge timedefdsits BT 5.89 5.53 3.61 2.78 2.47
Rxtespatidrietdrgstbitaringliabilities: Interest-bearingdepdgits: Indonfedilcoffices: 61681 timed®Edits! =505 5.70 5.60 3.88 2.96 2.55
Gamimﬂhm@mwmmdsa@tb&Pﬁederal fundsfpédchased &id RPs  5.22 4.99 4.73 5.69 3.92 1.84 1.31 144
Qéltespaide beaindlibilitiexOther interest-bearir§y4Babilitie§.77 6.32 6.45 5.64 6.24 5.74 5.32 4.06 3.67
Item 1995 1996997 1998 1999 2000 2001 2002 2003 2004
Gross interest inkmorae: 7.78 7.77 7.90 7.75 7.48 7.83 7.35 6.31 5.46 532
Grossiriteregtineabesraxable equivalent 7.91 7.89 8.02 7.87 7.60 7.95 7.45 6.41 5.56 542
Goassinterestincome:Loans 5.63 5.68 5.86 5.80 5.62 5.99 5.75 5.02 4.47 4.35
Seessiitierestincome:Securities 1.86 1.80 1.76 1.59 1.58 1.57 1.32 1.16 .89 .87
Grrassinferdstink fmeds rosk] fandredviersd RIdd and reverseSRPs 24 24 29 22 21 20 07 .05 .05
Gitbesinterestincome:Other .04 .04 04 .06 .06 .05 .08 .06 .05 .05
Gross interest exppainge: 3.37 3.39 3.48 3.46 3.26 3.64 3.34 222 1.60 141
Oxseisitarestexpense:Deposits 3.19 322 3.28 3.25 3.02 3.30 3.08 1.98 142 1.22
Grussinferdsten pinsetG poss Hadsd adrfd RIBspurchased and1BPs .08 08 07 08 12 06 03 02 02
Otiesinterestexpense:Other .08 .08 A1 13 15 21 20 21 17 A7
Net interest imcome: 4.41 4.38 4.42 4.28 422 4.20 4.01 4.08 3.86 3.91
Natiatehestipoonadeidxable equivalent 4.54 4.50 4.54 4.41 4.35 4.31 4.12 4.19 3.96 4.01
Lossppovidioaiig *oonoel 24 25 27 29 31 32 36 35 29 23
Non-interest iinoonee: 1.38 1.42 141 1.52 144 1.32 1.31 1.39 147 1.39
Nervinterehtinges @ Sedefeesitharges on deposits R S A4 42 42 43 S 45 43 43
NuohairitergstintontécRiduciary activities 22 19 20 23 26 21 25 27 28 32
Noadimerestiraome: Trading  revenue: .01 * * * * .01 * * * *
Noesisterestineompediaeingrevenue:Interest rate expoauaes * * * * * * * * *
Noreigiarestiicange TratingrpeenueF oreign exchangenrate exposuses * * * * * * * *
Woheintecastincality Tradirgrevenesposaresommoditynand equity exposures = * * * * * * *
Qoheinterestincome:Other 71 79 a7 .86 75 .68 62 67 .76 64
Non-interest cepprsse: 3.80 3.70 3.69 3.74 3.73 3.58 3.55 3.57 3.56 3.52
Saliitsresteguenseisalanipd o yerg benatits employee behefts 1.77 1.80 1.82 1.82 1.78 1.79 1.82 1.82 1.81
Qociiptanesyexpense:Occupancy .50 49 49 49 49 47 47 46 45 45
RQoheinterestexpense:Other 1.51 144 1.40 1.43 142 1.32 1.29 1.28 1.28 1.27
Net non-interest expense 2.42 2.28 2.28 2.23 2.29 2.26 2.24 2.18 2.09 214
Gains on investment account securities * 01 01 02 * -01 04 .05 04 02
Income before taxes and extraordinary iftemss: 1.75 1.85 1.89 1.79 1.62 1.61 1.45 1.60 1.53 1.56
Tlfmmamebeforetaxesandextraurd|nary|tems Taxes 55 59 59 53 A7 45 39 41 38 38
xtraebef : yrefinaryd tBxesaordinary items, net of #ncome taxes * * * * -01 * *
Net irioonme: 1.20 1.26 1.30 1.26 115 1.17 1.06 1.18 1.14 1.18
Neshcdinddeasts diedtieeds declared 62 64 74 82 .70 79 64 68 67 64
Retianorde iRetaired income 58 62 56 44 45 .38 42 50 47 54
MEMO: Return on equity 12.05 12.37 12.53 12.02 11.26 11.52 10.16 11.47 10.97 11.29

Tfdntadtsd itk wallselutesydhiem (e65Shparée@dS percent.[endoffootnote.]

fifootdts] availdbde. avai MM DA NMowky AnMket depasiteacdepnsit acciRiftRepurBitaiRepgretmeentgreentebdt CertifiebteCeftifépatsitof deposit.[endoffootnote.]
[fodtnolteflds dHokedes atdmsdtedrivknsfesrvisk reserves.[endoffootnote.]

PooMhts] posdihbn passibten Heseavamgheofivaragerty tabaterdyshhedtnlzdashepordath capaitedude RéBddudé RE-dateiy GualtRépotall Report.[endoffootnote.]
Pfodbrdtaie3] 982 fdeegtotne arpentimecapen andouetd iimcltitadtimeotheposiitse deposits.[endoffootnote.]

ffodinchelles preetiddenpfovialbosatked wtosfited-itdansfer risk.[endoffootnote.]

Income and expense as a percentage of average net consolidated assets



Tallle ARzporRefiartcofnieicathéd]. &l bdifksbd 9y —2008-2004

Millions of dollars

Item 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002 ‘ 2003 ‘ 2004
Gross interest inkwmome: . .................. 302,530 313,696 338,865 359,675 366,137 423,839 404,606 350,091 329,770 350,041
CrossiriteregtinvateaTaxable. equivalent. .| 305,166 316,156 341,298 362,140 368,764 426,476 407,288 352,838 332,553 353,029
Grassinterestincome:Loans. .. .............. 227,376 239,850 256,141 271,441 278,537 326,800 311,876 269,942 258,158 269,746
Seassiitierestincome:Securities . .. .......... 51,029 50,631 52,660 56,598 62,116 67,665 63,086 59,316 53,315 58,583
Gmsﬁnfmmkﬁmﬁ@mﬂﬂmﬂgrﬁvhmds sol
repurchase agreemerft§9, reverse 9,744 9,272 rﬁ)ﬁgﬁ}ase R eyBeNts 12 330 13,546 12,649 6,223 5,122 5,245
Ortdesinterestincome:Other . ................ 14,382 13,944 16,406 16,637 13,155 15,829 16,994 14,610 13,175 16,467
Gross interest esoppaisse:. ........ 148,010 150,249 164,692 178,161 174,946 222,159 188,824 118915 94,462 99,245
Oreseiniarestexpense:Deposits. ... .......... 105,326 107,512 117,350 125217 119,665 151,145 132,390 81,894 62,744 63,986
Grassinfexdstetphnsd:Gposs Hastet adnflinds
repurchase agreBpighased and repurt¢hasggagpgements 780 20,439 22,182 21,130 26,860 19,590 9,919 7,590 9,203
Ortdesinterestexpense:Other. .. .............. 24,259 25,956 26,903 30,760 34,149 44,155 36,841 27,101 24,128 26,055
Net interest iimeome ....................... 154,520 163,447 174,173 181,514 191,191 201,680 215,782 231,176 235,308 250,796
Wetintetestipoomadchdxable. equivalent....| 157,156 165907 176,606 183,979 193,818 204,317 218,464 233,923 238,091 253,784
Loss provisioning ........................ 12,667 16,395 19,402 21,427 21,186 29,386 43,238 45,298 32,790 23,996
Non-interest ificoome:. . .................... 83,850 05,313 105,640 123,668 144,429 153,163 160,298 168,543 183,586 188,391
NervinterehtingemerBedepesitharges .on .depopits 16,056 17,050 18,558 19,769 21,497 23,719 26,873 29,631 31,693 33,457
NiduiritergstintioitéeBiduciary .activities 12,889 14,296 16,584 19,268 20,502 22,220 21,989 21,637 22,455 25,101
Noadinterestivanme: Trading. revenue. . .. 6,337 7,525 8,018 7,693 10,429 12,235 12,547 10,735 11,446 9,956
Mohenterestincome:Other.................. 48,568 56,444 62,480 76,939 92,001 94,988 08,8890 106,541 117,991 119,877
Non-interest eREPROSE. . ... ................ 151,162 162,581 171,060 193,833 204,632 216,432 226,057 230,315 243299 263,400
Natbeii jsarihlenipdo yergbenafitk emplogdgbanefits7,826 72,346 79,538 86,151 89,036 94,239 100485 108,469 115305
Rowintamesgexpense:Occupancy . ... ........ 19,761 20,892 22,080 24,164 25,865 26,765 27,944 29,317 31,319 33,257
Mohenterestexpense:Other . ................ 67,384 73,865 76,634 90,129 92,616 100,631 103,875 100,514 103,510 114,338
Net non-interest expense .................. 67,312 67,268 65,420 70,165 60,203 63,269 65,759 61,772 59,713 75,009
Gains on investment account
securities ... 481 1,123 1,825 3,090 250 -2,280 4,625 6,415 5,633 3,822
Income before taxes: ...................... 75,024 80,908 91,177 93,016 110,055 106,744 111,411 130,521 148,438 155,614
Traresebeforetaxes:Taxes .. ................ 26,241 28,447 32,001 31,965 39,211 37,250 37,108 42,980 48,450 49,887
Ixtraebdfaratyxis: i raot dif aryoiteentaxest ¢f incon28 taxes 88 56 506 169 31 324 78 427 63
Net dimeoomee:. .. ........................... 48,812 52,550 59,230 61,556 71,012 69,463 73,980 87464 100,416 105,791
Netshcdimedends decideads. declared. ... ... 31,106 39,419 42,801 41,205 52,101 52,547 54,844 67,231 77,757 59,585
RetimomderRetaiged. income.............. 17,706 13,131 16,430 20,351 18,912 16,916 19,137 20,232 22,659 46,206






