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a. Ratios are annualized. 
b. Troubled assets include noncurrent loans and leases plus other real estate owned 
NOTE: All data are for FDIC-insured commercial banks. 
SOURCE: Federal Deposit Insurance Corporation. 

Insureel commercial Ixnks reportecl 
their seconcl-highest level of total 
quztrterly earnings for 1996:IIQ- 
$13.78 Ilillion, just l)elo\\? the S13.83 
recorcl set in 1995:IIIQ. These eam- 
ings were accomp:~nietl by the 
third-highest return 011 assets (ROA) 
in the inclustry's 14 years of quar- 
terly earnings reports. More than 
70% of :dl I,anks reported ROAs 
above I(%, ancl over 95% reportecl 
positive earnings. Only t\\w fecler- 
ally insurecl commercial 1,anlis 
failcd in tlie seconcl cluarter, bring- 
ing to three tlie tot:~l for 1996. 

'The vigorous p e r f o r ~ ~ ~ u ~ x x  de- 
rivecl 11.0111 ;I record level of nom 
interest income, coupled with loc\ler 
non-interest expenses and an in- 
creaseel net interest margin-only 
the seconcl such increase in the last 
seven quarters. The net interest mar- 
gin wiclened as funcling costs fell 
faster t l ~ l n  asset yields. 

13a1llis' healthy income showings 
offset a n  increase in tlieir loan-loss 
expenses in the second quarter; the 
$3.8 I7illion in charge-offs (loans re- 
111oved from the balance sheet be- 

cause they coulcl not lle collected) 
\vas the seconcl in over two years. 
Losses on credit carel debt ac- 
countecl for most (61%) of the 
charge-offs. This gives 1796 a higher 
net c1i:lrge-off mtio to date than 
1995 or 1994. It also p i ~ t ~ ~ ~ g ~ t i v e  
interpretation o n  the decrease (170th 
absolutc :tncl 21s a f~xction of total as- 
sets) in non-current loans, because it 
means that insteacl of recovering, 
many of these ill-pztying loans be- 
came uncollectal~le. 
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Billions of dollars I QUARTERLY INCREASE IN LOANS 
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QUARTERLY INCREASE IN AVAILABLE CREDIT 
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a. Includes credit card lines, home equity lines, commitments for construction loans, loans secured by commercial real estate, and unused commitments to 
originate or purchase loans. 
NOTE: All data are for FDIC-insured commercial banks. 
SOURCE: Federal Deposit Insurance Corporation. 

Strong c;~rnings :ilso mean that, 
clespite the liighcr cli:u.ge-offs, banli 
capital 1i;ls rem:~ined strong, rising 
to 8.3"/;, tlii.ouph June. Ret~~r-n o n  eel- 
~ii ty (1K)E) SI:I>.S Ilig11 :it 1,<.43?4), ancl 
fo1lon.s the pattern of ROA.  l'he in- 
flux of eclt~ity is e\.iclently not seri- 
ously cliluting e:u-nings. The increase 
in the ~1pital;asset rxtio lies I~eliind 
the slight cli\.ergei~ce l~et\\-een IiOA 
:tnd ROE. 

Mealtlly loan gro\\-tl~ in the sec- 
ond  c l i ~ ~ t e r  :tiso :tccompanietl tile 
f;~vor:~l)le earnings puformance. 

\Wile re:~l estate and commercial 
:inel inclustrial loans sho~vecl real hut 
modest gains. lo;lns classified as 
"otlier-" (inclcicling consumer loans 
ancl farm lo:uns) grew I I I L I ~ ~  faster: to 
:tllnost seven titlies the first cl~larter's 
increase. Ilespite the acceleration in 
loan gro\\.th, unusecl loan co~nmit- 
ments still increased faster than 
1o;tns. 1\.1iich seems to inclicate that 
crcclit ren1:tins reaclily avai1:tl~lc to 
businesses ancl consumers. 

'l'his improvement is wiclely clis- 
trih~ltecl across the co~untry, as states 

with high loan gro~vtll (above 100i1) 
:~ppe:tr in the Northeast. South, ivficl- 
n-est. and \);jest. 7'he primary escep- 
lion is the nor-theast corriclor from 
h,I:lryl;lncl to hl~tss~~chiisetts, ~v11ich 
shows a clispl-opor-tio~l:~te concen- 
tration o f  states LV-it11 a tlecrease in 
loan volume. 7'his shoulcl serve as 
another rennincler that even v ~ i t l ~  
ne:tr-recorcl overall e:trnings. some 
i~anks  can klil. :inti strong nation- 
\\,icle lo~in growth may tnasli re- 
gional imlx~lances. 
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