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FDIC REIORIS '!HAT a::M1ERCIAL BANKS 
EARNED A RECDRD $7. 9 BILLION IN 'IHE SECl)ND OOARI'ER OF 1992 

Preliminacy data released today by the FDIC show that insured 

cammercial banks have earned record profits for the secon::l consecutive 

quarter, with net income totaling $7. 9 billion for the three-llX)nth period from 

March through June. '!he quarterly earnings were $300 million above the 

previous record of $7.6 billion set in the first quarter of 1992 an::l $3.3 

billion . higher than the secon::l-quarter earnings a year ago. lJ:M interest 

rates continue to be a major factor in the record earnings. 

Secom-quarter results for 11,685 FDIC-insured cornrnercial banks an::l 430 

savings banks insured by the FDIC's Bank Insurance Fun::l (BIF) are contained in 

the agency's latest Quarterly Banking Profile, vmich is based on quarterly 

Reports of Con::lition an::l Incarre filed by FDIC-insured banks. 

'!he low interest rates affected eamin;Js mainly by producing wider 

spreads between the rates institutions paid for liabilities (prilllarily 

deposits) an::l the rates they earned on loans an::l other assets. '!he low rates 

also raised the values of many fixed-rate assets, an::l banks realized same of 

these gains by selling investment securities in their portfolios. 

Asset-quality problems also showed signs of easing in the secon::l 

quarter, vmich in turn had a positive irrpact on earnings. For example, the 

amount of "troubled assets" (noncurrent loans an::l leases plus foreclosed real 

estate properties) shrank by $3.3 billion at cammercial banks during the 

quarter, to $99. 7 billion at mid-year. '!his is the first tin-e since year-en::l 

1990 that troubled assets fell below $100 billion. 

rue to the improvements in loan quality, cammercial banks were able to 

improve their cushion against losses with less of a drain on earnings than in 
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the past. Specifically, at mid-year 1992 commercial banks had total loan loss 

reserves of $55. 3 billion. 'Ihat equals 77 cents in reserve for every dollar 

of non-arrrent loans, up from 7 4 cents at the en:l of the first quarter. In 

boostirg their reserves against future credit losses, commercial banks set 

aside $6.3 billion in the secorrl quarter of 1992, cc:irrpared to $8.3 billion in 

the secorrl quarter of 1991. '!he lower anount added to reserves is a 

significant factor in the year-to-year earnings inprovement. 

Equity capital (typically comrron stock, sw:plus arrl retained earnings) 

is another i.nportant cushion against losses. Equity capital increased by $9.3 

billion at commercial banks durirg the quarter, the largest one-quarter 

increase ever. In the first six nonths of the year, equity capital increased 

b:,- $16. 7 billion. Many factors played a role in the increase in equity 

cat'.1tal, anorg them the low interest rates arrl other favorable market 

con::litions for issuing bank stock. '!he ba.nki.rg in:iustry's capital-to-assets 

ratio stood at 7. 23 percent at mid-year, the highest level since year-en:l 

1966, when it was 7. 44 percent. 

'Ihe dollar anount of loans held by commercial banks continued to 

shrink, reflectirg a continuirg softness in the economy. 'Ihe in:iustry's loans 

outstan:ting fell by $3.8 billion in the secon:i quarter, to $2.07 trillion. 

'!his marked the sixth consecutive quarter of loan shrinkage at commercial 

banks. Since the en:l of 1990, total loans arrl leases at commercial banks have 

fallen by $77.4 billion, or 3.7 percent. 

As for the 430 savirgs banks insured by the Bank Insurance Fun:i, they 

reported an aggregate net profit of $217 million for the secorrl quarter. 'Ibis 

was the secorrl consecutive profitable quarter for this group of institutions 

after 11 straight quarters of losses. Five savirgs banks with assets of $4.2 

billion failed durirg the quarter. 
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