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a. Data are for FDIC-insured commercial banks.
b. 1995 data are for the first three quarters of the year and are annualized.
c. Data are for domestically chartered commercial banks in the U.S.
d. Includes interbank loans, cash assets, and ail other assets.
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The market return on bank stocks
grew at a breakneck pace in 1995,
with the Standard & Poor's bank
composite index increasing a whop-
ping 52.57% for the year; in com-
parison, the overall S&P 500 com-
posite index rose 34.806%. Several
standard commercial-bank perfor-
mance indicators also paint a pic-
ture of a healthy financial sector. Av-
erage return on assets and average
return  on equity both remain
strong, while preliminary data indi-

cate that the ratio of net charge-ofts
to loans fell 10% from 1994. Bank
assets continued to expand at a
healthy pace, if somewhat more
slowly than last year.

This strong performance has
come in spite of generally declining
interest rates and a falling net interest
margin. Following sharp increases
throughout 1994, rates on 30-year
mortgages and home equity lines of
credit both decreased steadily
throughout 1995. The prime rate has

also fallen 75 basis points from its
February 1995 high of 9%. As is typi-
cal, credit card rates have remained
relatively steady.

These lower rates have con-
tributed to strong loan growth, with
net loans and leases expanding
12.3% between the third quarters of
1994 and 1995. As a result, the
composition of bank assets has re-
cently shifted toward loans and
leases and away from securities and
other assets.



