


IDGHLIGHTS -- SECOND QUARTER COMMERCIAL BANK PERFORMANCE 

o The main factor holding down commercial bank earnings in the second quarter 
was provisioning for future domestic loan losses. Commercial banks earned $5.3 
billion in the second quarter, almost $1. 7 billion less than in the same period of 
1989. Provisions for losses in the second quarter were $6.4 billion, $2 billion 
above the level of the second quarter of 1989. 

o Real estate loan growth remains the largest single contributor to overall asset 
growth. Real estate loans held by commercial banks increased by $25.5 billion 
during the second quarter, an amount equivalent to 53.6 percent of the increase 
in total commercial bank assets. Almost three-quarters of the $25.5 billion 
increase in real estate loans consisted of residential mortgage and home equity 
loans. Construction and development loans declined by $823 million during the 
second quarter. 

o The level of troubled real estate loans continued to grow at banks in the 
Northeastern states. Nine of the ten states with the highest 3-month growth in 
noncurrent real estate loans were either in New England or along the East Coast. 
For the U.S. as a whole, noncurrent real estate loans increased by 13 percent 
between the end of March and the end of June -- a 52 percent annual growth rate. 

o There are early signs of recovery in the Southwest. Banks there reported positive 
net income, the first time since 1985 that the Region's banks reported back-to­
back profitable quarters. Troubled assets held by Southwest banks have declined 
in consecutive quarters beginning with the third quarter of 1989 and are at their 
lowest percentage of total assets since 1985. 

o Commercial and industrial loans declined by $2 billion during the second quarter, 
reflecting the sluggish national economy. 

o The percentage of banks reporting net losses for the second quarter was higher 
than the percentage of a year ago. This is the second consecutive quarter that this 
percentage has shown an increase, reversing a trend of ten consecutive quarters 
of improvement prior to 1990. 

o Net charge-offs on loans to foreign borrowers totalled $3. 79 billion in the second 
quarter, and accounted for 44 percent of all net loan charge-offs. This is similar 
to the proportion reported in the first quarter of this year, as banks reduce their 
remaining exposure to losses on loans to developing countries. 

2 



Quarterly Net Income of 
FDIC-Insured Banks, 1986 - 1990 

$ Billions . .. . . 
8 · · · · ··· ······· · ···· · ··~···· ·· · · ···· ···· · · ····· :····· · ··········· ·· ····:..7.3.. . ·· · · ·· · ··· · · :····· ········ 

4 

(4) 
• Securities and Other Gains 

..... . ... .. . •.....~ .~.~~ ~~~r.~t0~ !~~.~~~... ......... ... ... .... .. .(8) 
~ c:i'.J First Repu~lic Effect 

<12> .......1...........2_3--4--1--2-3--4--1-2--3--4--1-2--3--4-1--2-

1986 1987 1988 1989 1990 

Quarterly Net Interest Margin 
1983 - 1990 

Net Interest Margin(%) 5 .......-.--..--......-i'""'"""'____.......-i......,_____......-i______.......,......,.___..,.. 

4.5 

Banks< $100 4.47% 

4 

3.5 _______..._________________________3.87% 

1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 
1983 1984 1985 1986 1987 1988 1989 1990 

3 



Noncurrent Real Estate Loan Rates by State 
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Real Estate Assets 
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Real Estate Loan Concentrations 
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