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TRENDS IN RATES OF BANK EARNINGS AND EXPENSES

Net profits of banks in relation to the vol-
ume of earning assets have declined over the
past half century. The rate of return upon
capital invested in banks has, nevertheless,
been well maintained except during the de-
pression years following 1929, owing to an
increasing amount of earning assets per unit
of invested capital. During the recent de-
pression, however, large deficits have oc-
curred and during the years since 1920 enor-
mous losses have been suffered by both stock-
holders and depositors in many banks.

From the point of view of continuous op-
eration of the banks the most important ques-
tion with respect to profits is whether they
are sufficient to cover expenses and losses
and leave a reasonable profit on invested capi-
tal. The rate of return on invested capital
involves many interrelated factors such as
the rate of return on earning assets, experi-
ence with respect to expenses and losses, and
the relation of invested capital to earning
assets.

Material for the analysis of trends in bank
earnings over a long period is incomplete.
The Comptroller of the Currency, however,
has published certain basic figures in his an-
nual reports by means of which it is possible
to trace in broad outline the trend of earnings
of national banks back into the previous cen-
tury. There is no comparable series of fig-
ures for State banks as a whole. Kansas is
the only State for which official earnings reec-
ords for banks cover a period of decades.
Earnings returns for such State banks as be-
long to the Federal Reserve System are avail-
able for recent years.

NATIONAL BANKS, 1890-1937
Net Profits.—Chart 1 shows among other
things net profits of the national banking sys-
tem per $100 of invested capital in each fiscal
year from 1890 through 1937.* During this

1For ratios shown in chart, see appendix tables I and II.
Ratios are derived from dollar figures in tables III and IV,

Net profits represent the final results of the year’s operations
after all expenses have been deducted and after losses on bad
assets have been charged off.

Invested capital includes capital stock (common and preferred),
surplus, undivided profits, reserves for contingencies, and retire-
ment funds for preferred stock.

period of 48 years there were only 11 years
in which the rate of net profits fell below
6 percent. These years were during the great
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depressions of the 1890’s and the early 1930’s.
During the former the rate of profit did not
fall below 4 percent, while there were deficits
of considerable proportions in the 3 years
1932, 1933, and 1934. There were 15 years
of this 48-year period when the rate exceeded
8 percent, while the average net profit on in-

vested capital for the period is 6.9 percent.

This is a composite result, which averages
profitable banks with those which had small
earnings or which incurred deficits. Further
comments upon this factor in connection with
the discussion of banks by size and geo-
graphic groupings appear at a subsequent
point.

For purposes of comparability it has been
necessary to present the national bank fig-
ures on a fiscal year basis,? since figures on
a calendar year basis are not available in the
earlier decades. Other adjustments of meth-
ods of present-day accounting to earlier pro-
cedure have been necessary in places.® While

2 See footnote 1, appendix table II.

3 The most important adjustment of this character is the inclu-
sion of recoveries on charged-off assets and profits on securities
sold with gross earnings throughout the period. Total recoveries
on charged-off assets are available 1918-1926, and recoveries on
loans, recoveries on securities, and profits on securities sold are
separately available 1927-1937 except for the yvears 1933-1935 when
profits on securities sold were included with recoveries on securi-
ties. In current statistical presentations of earnings and ex-
pense data of member banks recoveries on loans and investments
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the dollar figures of various items of earn-
ings and expenses of national banks over the
period are given in the appendix, ratios of
income and expenditures to certain asset or
liability items have been used instead in this
text since they tend to eliminate the effects
of changes in the number and size of banks
with the result that significant trends and
variations in the year-to-year comparisons
become readily apparent. For example, in
the depression year 1894 all national banks
showed a net profit of $42,000,000 on an in-
vested capital of $1,000,000,000, a rate of re-
turn of 4.2 percent. This is to be contrasted
with the year 1930 when invested capital
reached $4,000,000,000 and net profits were
approximately $250,000,000, the rate being
6.2 percent.

Chart 2 shows that there has been a defi-
nite downward trend in the rate of net profits
on earning assets, that is, on loans and in-
vestments. The rate was above 3 percent in
1890 and 1891; below 2 percent for a few
years immediately preceding 1900; and sub-
sequently it was above 2 percent until 1912
except for one year. After 1913 it was con-
sistently below 2 percent and during the
prosperous years of the middle 1920’s it ap-
proximated 1.25 percent.

Relation of Loans and Investments to In-
vested Capital.—The maintenance of a rela-
tively high rate of profits on invested capital
during the period when the rate of profits on
loans and investments was declining reflected
a marked growth in the amount of loans and
investments per dollar of invested capital.
As is shown in chart 1, this amount grew

and profits on sales of securities are added to net earnings (be-
fore losses) to arrive at net profits, rather than being included
with gross earnings.

No adjustments were made in the officially published figures of
total resources, loans and investments, and invested capital, al-
though the method. of reporting these items has changed from time
to time. For example, currently reported figures of loans and
investments include rediscounts but exclude borrowed securities
and acceptances of other banks and bills of exchange sold with
indorsement. In 1920 and some other years, on the other hand,
rediscounts were deducted from gross loans while borrowed se-
curities were included in investments. Available information does
not permit the figures for the entire period to be placed on a fully
comparable basis. Tests indicate, however, that any conclusions
based on ratios of earnings, expenses, invested capital, etc., to
loans and investments, calculated by using these unadjusted fig-
ures, would not be affected if all of the data were placed on a
more nearly comparable basis.

from $2.40 to $4.00 from 1890 to 1914, from
$4.00 to over $6.00 between 1915 and 1918,
and fluctuated irregularly about $6.00 there-
after. The alteration in this ratio was asso-
ciated with the large increase in deposits
and loans and investments in relation to in-
vested capital during the first three decades
of this century.

Gross and Net Earnings.—Chart 2 shows
gross earnings, net earnings (after expenses
but before losses), and net profits of national
banks per $100 of loans and investments.!
The chart brings out the fact that the rate
of net earnings (before losses) has shown a
downward trend similar to that of net profits.
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‘Net earnings (before losses) decreased
from over $4.00 per $100 of loans and invest-
ments in 1890 and 1891 to about $3.00 in
1895. In the following 15 years the rate fluc-
tuated around $3.00 although it was slowly

1 For figures see appendix table II.

Gross earnings as shown in chart 2 and appendix table II
include recoveries on charged-off assets and profits on securities
sold, although these items have been separately available in most
of the recent years. (See note 2, second column, p. 102.) Be-
cause of the form of the earlier reports, the figures could not be
adjusted so as to be comparable with current material.

Net earnings represent gross earnings less expenses, which
comprise current operating costs, including salaries and wages,
interest on deposits and borrowed money, rent, supplies, taxes,
and other expenses. Expenses do not include losses on depre-
ciated assets or depreciation on bank building and furniture and
fixtures.

Net profits represent net earnings (including recoveries and
profits on securities sold) less gross losses.

Gross losses include total charge-offs or losses on loans and in-
vestments, allowances for depreciation on banking house and
furniture and fixtures, and all other losses and depreciation.
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decreasing, and 1907 was the last year in
which it was as high as $3.00. The rate rose
in the post-war years but in 1923-1933 it ap-
proximated $2.00. Due to recoveries on
charged-off assets and profits on securities
sold, which in the case of national banks have
been included with earnings, there has been
a substantial rise in recent years.

The difference between gross and net earn-
ings as shown. in chart 2 is the measure of
expenses per $100 of loans and investments
in each year. The movement of gross earn-
ings has been characterized by no clearly
defined trend over the whole.period although
there have been decided short-term move-
ments. Gross earnings amounted to about
$6.50 per $100 of loans and investments in
1890, but this rate declined considerably from
1890 through 1899, reaching slightly less than
$5.00 in the latter year, while expenses
fluctuated narrowly between $2.50 and $2.20
per $100 of loans and investments. Thus, the
spread between gross earnings and expenses
narrowed gradually during this period.
Somewhat irregular but moderate changes
in gross earnings and expenses between 1900
and 1905 were followed by a period of con-
siderable increase in both earnings and ex-
penses per $100 of loans and investments,
culminating in record high figures in 1921.
Expenses advanced more rapidly in these
years than gross earnings, and that influence
was reflected in further declines in net earn-
ings per $100 of loans and investments.

Gross earnings decreased to a level of
around 6.5 percent on loans and investments
in 1923. Expenses also declined sharply in
relation to loans and investments but re-
mained at a level substantially higher than
in any year prior to 1920. From 1923 through
1933 gross earnings per $100 of loans and
investments fluctuated around $6.25 and ex-
penses around $4.25, and in those years net
earnings rates changed little.

During the years 1934-1936 the rate of
gross earnings declined as a result of lower
yields on earning assets, and expenses were

reduced by the prohibition of interest on de-
mand deposits and the lowering of the rate
paid on time deposits.

Gross Losses.—The rate of gross losses on
loans and investments is shown in chart 3.
No distinct trend over the 48 years from 1390
through 1937 is apparent. The rate of loss
usually increased in periods of business slack-
ness such as 1894, 1908, 1915, 1921, and 1930~
1933, and declined when conditions were
more prosperous. Years when the rate of
failure among business concerns was large
were years in which bank losses were also
great. Except in years of depression gross
losses charged off annually were usually well
below $1 per $100 of loans and investments.

The low ratio of losses between 1923 and
1930 relates only to active banks and does
not reflect losses realized on assets of banks
after they were closed, nor does it reflect
additional losses which would have been
charged off in some cases except for the fact
that depositors waived some of their claims
incident to reorganization of banks. The
number of bank failures during these years
was large and the loss realized on their assets
in liquidation was substantial. Furthermore,
bankers operating active banks may have
been reluctant to charge off losses during
those years when the rate of net earnings
(before losses) on loans and investments was
comparatively low. As a consequence, some
banks no doubt entered the depression carry-
ing assets at figures higher than were justi-
fied by the facts. After 1930 losses charged
off rose to an unprecedented height and were
the chief factor in the large deficits recorded
by the national banking system in 1932, 1933,
and 1934.

The gross losses recorded in the earnings
and expense statements of 1935, 1936, and
1937 were also large but were to a great ex-
tent offset by substantial recoveries on loans
and investments and profits on securities
sold, as chart 3 shows. In 1936 profits on

1For figures see appendix table II.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



FEBRUARY 1938

FEDERAL RESERVE BULLETIN

105

securities sold accounted for approximately
35 percent of net profits of all national banks
and in 1937 this proportion was nearly 45
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percent. Similar figures are not available
for 1933, 1934, and 1935, but on the basis of
scattered evidence it is known that profits on
securities sold were important in 1934 and
1935.

MEMBER BANKS, 1927-1936

Beginning in 1927 the official earnings and
dividends reports of members of the Federal
Reserve System were compiled in more de-
tail with respect to the components of earn-
ings, expenses, and losses than had been
the case previously.' The data which have
been collected and compiled in the Board’s
annual reports are on an approximately uni-
form basis from year to year, and are suf-
ficiently comprehensive to justify further
analysis even though the period covered is
relatively short.

In the member bank figures there is some-
what more weight given to larger banks than
in the case of the national bank data, because
of the greater proportion of large banks in-
cluded among State members. The net effect

1 Members of the Federal Reserve System include all national
banks in the continental United States and such State banks as
join the System. In 1927 the net profits of all member banks
aggregated $447,009,000, of which $257,283,000 was earned by
national banks ; in 1936 the similar figures were $465,317,000 and
$313,570,000.

of this influence, however, is slight. Figures
given with respect to member banks in this
section are not wholly comparable with those
given for national banks in preceding para-
graphs. The member bank data are on a
calendar year basis, as published in the
Board’s annual reports, while the national
bank statistics are for fiscal years, since they
were available in no other way in early de-
cades.?

Net Profits on Invested Capital.—The rate
of net profits (available for dividends) on
invested capital showed about the same move-
ment for member banks as for national banks
over the period covered. Table 1 shows that
from a level above $8.50 per $100 of invested
capital in each of the years 1927-1929 the
rate dropped rapidly, and in 1932, 1933, and
1934 sizable deficits were incurred. After
1934 improvement was marked, and in 1936
the rate of net return available for dividends
was even higher than the 1927-1929 average.
The improvement during the last two years
can be attributed to three factors: a substan-
tial reduction in the volume of losses cur-
rently charged off against depreciated assets,
an important increase in recoveries and
profits on securities sold, and to a lesser ex-
tent the increasing proportion of loans and
investments to invested capital.

Net Profits on Loans and Investments.—
The ratio of net profits to loans and invest-
ments evidenced much the same general tend-
encies as did that on invested capital. After
reaching a peak of nearly $1.60 per $100 of
loans and investments in 1929, it fell off sub-
stantially. Deficits were shown in 1932-1934,
but in 1935 there were net profits (available
for dividends) of about $.70 per $100 of loans
and investments, and in 1936 this rate was
more than doubled.

Loans and investments per $1 of resources,

2The figures of loans and investments, total resources, and
invested capital represent averages of call dates (December to
December, inclusive, except 1933) in the case of member banks,
while the corresponding figures in the case of national banks are
for the call date nearest June 30. In the official publications of
the Board of Governors earnings ratios have been related to bal-
ance sheet items averaged for the several calls of the year. For
the long-term survey of national banks an averaging method did
not appear to justify the cost involved.
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TABLE 1.—OPERATING RATIOS OF MEMBER BANKS BY CALENDAR YEARS, 1927-1936

1927 1928 1929 1930 1931 1932 1933 1934 1935 1936
Per $100 of loans and investments:
Gross earnings (excluding recoveries, ete.)_.....___________ $6.15 | $6.32 | $6.71 | $6.10 | $5.51 | $5.45 | $4.95 | $4.62 { $4.17 $4.05
B XDeDSeS oo e e 4.63 4.65 4.71 4.53 4.00 4,01 3.4 3.15 2.88 2.78
Net earnings (before 1osses) __ .. eovooo 1.52 1.67 2.00 1.57 1.51 1.44 1.51 1.47 1.29 1.27
G088 108508 o o n o e e e e .63 .63 .82 1.03 1.85 2.73 3.43 3.24 1.86 1.41
Recoveries and profits on securities sold___._._._______. .47 .41 .38 .33 .38 . 40 .50 .94 1.30 1.62
Net 108508 oo oo et cm e .16 .22 .44 .70 1.47 2.33 2.93 2.30 .56 | 14.21
Net profits? (available for dividends) ... 1. 36 1.45 1. 56 .87 .04 —~. 80 —1.42| -.83 .73 1.48
Other ratio items:

Net profits? (available for dividends) per $100 of invested
capital .o $8.66 | $8.96 [ $8.75 | $4.56 $.19 |$—4.50 |$—7.26 {$—4.45 | $4.14 $8.93
Loans and investments per $1 of invested capital_. 6.34 6.18 5.62 5. 26 5.23 5.04 5.10 5.33 5. 65 6.02
Loans and investments per $1 of total resources._- ... W77 .76 .75 .75 .76 W77 .75 .72 .69 .68

1 Net recovery.
2 Minus figures represent net deficits.

Note.—For more detailed figures see appendix table VII; for dollar amounts see appendix table VIII.

as shown in table 1, decreased in recent years
because banks were holding unusually large
amounts of idle funds. Consequently, net
profits as a percentage of total resources in
recent years have compared less favorably
with the period 1927-1929 than net profits
as a percentage of loans and investments.

Loans and investments per dollar of in-
vested capital at $6 in 1936 were somewhat
less than in 1927. However, there was a
material reduction in the ratio during 1927-
1932 to a low of about $5.00, followed by an
upturn which continued during 1933-1936.
It will be observed that in the case of national
banks® the decline (based on mid-year fig-
ures) during the former period was not as
great, but the growth in the proportion of
loans and investments after 1933 was of
somewhat greater magnitude.

Gross Earnings on Loans and Investments.
—For the period under consideration in this
section, 1927-1936, it is possible to segregate
recoveries and profits on securities sold from
gross and net earnings figures. Owing to
the fact that profits on securities sold were
not segregated from ‘“other earnings” prior
to 1927 and that recoveries were not so segre-
gated prior to 1918, these items were included

1 See chart 1.

with earnings in the national bank statistics
for the entire period. Hence the trends
shown in the two series of earnings data are
not completely comparable. The discrepancy
has been particularly significant in recent
years, when recoveries and profits on securi-
ties sold have risen to such an extent that
in 1936 they more than offset the substantial
losses on bad assets which were charged off.

As shown in table 1, the gross earnings of
member banks per $100 of loans and invest-
ments increased from 1927 to 1929 but after
the latter year they started on a steady and
pronounced downward movement which con-
tinued through 1936. During the period
1929-1936 the reduction in the rate of gross
earnings amounted to nearly 40 percent.
This decrease reflected a corresponding
shrinkage in the rate of gross return on loans
and investments, only minor changes being
shown in most other types of earnings. An
analysis of changes during the period in the
relative rates of return on loans as against
investments appears in subsequent para-
graphs.

Expenses in Relation to Loans and Invest-
ments.—The sharp decline in earnings on
loans and investments during the 7 years
subsequent to 1929 was to a considerable ex-
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tent offset by a paralle]l reduction in interest
paid on deposits. In fact the amount of in-
terest paid on deposits per $100 of loans and
investments declined in every year of the
1927-1936 decade, and in the final year was
only about $.60 as against almost $2.20 in the
first year of the period.!

Annual salary and wage payments ex-
pressed as a percentage of loans and invest-
ments also showed a downward tendency
from 1929 to 1936 but the amount of decline
was relatively small. Tax payments as a per-
centage of loans and investments were also
reduced somewhat, although they turned up-
ward in 1936.

Total expenses fluctuated between $4.50
and $4.70 per $100 of loans and investments
during 1927-1930, were at the $4.00 level in
the two subsequent years, and decreased
steadily thereafter, amounting to about $2.75
in 1936.

Net Earnings (Before Losses).—The net ef-
fect of the fluctuations in gross earnings (ex-
cluding recoveries, ete.) and expenses of
member banks during the 10-year period was
an increase in net earnings (before losses)
from $1.50 per $100 of loans and investments
in 1927 to $2.00 in 1929, followed by an ex-
tended downward trend. By 1936 the rate
had declined to about $1.25. This movement
is to be contrasted with the wider fluctuation
registered by net profits.

Losses and Recoveries.—While gross losses
rose to record high levels in the early 1930’s,
offset to only a small degree by recoveries
and profits on securities sold, the annual rate
reflected a sharp reduction in 1935 and 1936
coincident with a sharp expansion in the
amount of recoveries (including profits on
securities sold) per $100 of loans and invest-
ments.

1 Detailed figures for expenses appear in appendix table VII.
Payment of interest on demand deposits by member banks was
prohibited by the Banking Act of 1933, and the Board of Gov-
ernors of the Federal Reserve System was authorized to limit the
rates payable on time deposits. The decline in interest paid on
deposits was somewhat offset by the provision in the Banking
Act of 1933 for Federal deposit.insurance. Assessments against
member banks for deposit insurance in 1936 amounted to 1/12 of
19 of deposits.

The growth in recoveries and profits on
securities sold in recent years, accompanied
by diminishing charge-offs of losses on bad
assets, has been so large that it has much
more than offset the declining tendency in
net earnings from operations (i.e., before
losses) and has been the prime factor in the
recent improvement in the net profits ratios
of member banks. Even in 1935 and 1936
gross losses charged off were larger than in
any of the years 1927-1930, and if it had not
been for the considerable volume of re-
coveries and profits on securities sold the
banks would still have been operating at a
deficit as they did in the 3 preceding years.

KANSAS STATE BANKS, 1902-1935

The analysis of earnings rates for a period
of decades must of necessity be based upon
national banks because similar data are not
available for State banks generally. The only
State for which earnings and expense figures
are available over a long period is Kansas,
and the record of banks in this State cannot
be considered as typical of State banks as a
whole, since Kansas is predominantly agri-
cultural and changed from a frontier to a
settled community during the period under
review.

Chart 42 presents data for Kansas State
banks similar to those for national banks
used in charts 2 and 3. One of the principal
points to be noted in this chart is the distinct
downward trend in gross earnings of Kansas
State banks per $100 of loans and invest-
ments in contrast with the fluctuating rate
for national banks. The unusually high rate
of Kansas State banks in the earlier years,
more than $9 per $100 of loans and invest-
ments for the first decade of this century,
may be explained by the fact that Kansas at
the beginning of the century was in an early
stage of economic development, when risks
were comparatively great but opportunities
for profitable use of funds were such as to
encourage borrowing even at high rates of

2 For figures see appendix table X.
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interest. The expenses of Kansas State
banks, which in the earlier years were con-
siderably more than twice as high per $100
of loans and investments as those of national
banks, showed little change between 1905 and
1918, while the expenses of national banks
rose considerably. The higher level of ex-

CHART 4
DOLLARS PER $100 OF DOLLARS PER $100 OF
LOANS B (NVESTMENTS LOANS & INVESTMENTS
12 ' L I 12
o Gross Earnings |
10 \VA\(Incmding Recoveries, efc) 10
| .
w N -
8 \/ 8
Expenses
e \‘ < 6
BT —
>
a4 N, A A 4
YUTNSTITN Net Earnings
[~~~ ha "‘\(Bsfore Lossgs) /X\
2 Net Profits \\::\ N / ya .
Gross Losses A ___::\f/ <
o R L A J o
¥ T
1900 1905 1910 1915 1920 1925 1930 935 ‘37

1
333

cz20

KANSAS STATE BANKS—ANNUAL GROSS EARNINGS
(INCLUDING RECOVERIES, ETC.), EXFENSES. NET
EARNINGS (BEFORE LOSSES), GROSS LOSSES.
AND NET PROFITS PER $100 OF LOANS
AND INVESTMENTS, 1902-1935
(CALENDAR YEAR BASIS)

penses per $100 of loans and investments
probably reflects the fact that most of the
Kansas State banks were small institutions
which tend to have higher gross earnings and
expenses per $100 of loans and investments
than do larger banks.

These variations in levels of gross earnings
and expenses over a period of years resulted
in a greater decline, proportionately, in net
earnings (before losses) of Kansas State
banks over the years than was shown by na-
tional banks. Net profits per $100 of loans
and investments also declined more for Kan-
sas State banks than for national banks be-
tween 1902 and 1922.

RESULTS BY SPECIAL CLASSES OF BANKS

The foregoing sections have dealt with the
profits experience of the banking system in
general and are, therefore, a reflection of
averages; the good records of profitable insti-
tutions have been averaged with the poor

records of others. One means of further
analyzing the records is to examine the re-
sults of smaller groups of banks in order to
determine whether certain classes of banks
are more profitable than others.

A long-term comparison of net profits on
capital and surplus of national banks by geo-
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graphic regions is available from data con-
tained in the annual reports of the Comp-
troller of the Currency. Data for 6 regions
are presented in chart 5, which shows that
banks in the areas of more recent economic
development, notably the Western and Pacific

1 For figures see appendix table V.
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States, often had much higher annual rates
of profits than banks in the older sections
where economic activities had become more
diversified and stabilized. Equally impor-
tant, the banks in the new regions had at
times much lower profits rates than those in
more settled areas. In New England, for ex-
ample, during the 41 years from 1890
through 1930 national banks had profits of
4 percent or more on capital and surplus in
every year, and the rate exceeded 8 percent
in only 10 years. In the case of the Western
States, on the other hand, net profits exceeded
12 percent on capital and surplus in 14 years
while in 8 years they were less than 3 percent.

It is apparent that the degree of economic
development and conditions of prosperity or
depression are major factors in determining
the profitability of banks as a whole in any
given area. Unfortunately, there is not suffi-
cient statistical material available to illus-
trate many other factors which are generally
characteristic of unprofitable banks over the
whole period since 1890. Some of these char-
acteristics are suggested by records other
than official earnings reports. For example,
it is reasonable to assume that those types of
banks whose failure experience has been
worse than the average have also been char-
acterized by unfavorable profits records. The
record of bank suspensions during 1921-1936
shows that the rates of failure among the
groups of banks with small amounts of re-
sources compared unfavorably with the aver-
age experience.! For a bank to survive over
a long period of time its earnings must be
sufficient to cover its expenses, its losses on
bad assets, and, in addition, some return on
invested capital.

One limited study of all national banks for
the period 1926-1930 showed that the typical
rate of net profits on invested capital of banks
with loans and investments of less than $500,-
000 was less than 4 percent. For those with
loans and investments of less than $250,000
it was scarcely half as good. With respect

1 FEDERAL RESERVE BULLETIN for September and December 1937.

to what may be called medium-size banks the
typical rate during these years was about
7.5 percent, while that for larger banks was
moderately higher. Typically, the unfavor-
able experience of small banks was associated
with relatively high operating expenses. Al-
though these were offset by relatively high
gross returns, net profits were unsatisfactory
because of the necessity for writing off large
proportions of depreciated assets. Since a
large proportion of small banks were located
in agricultural regions, the unfavorable ex-
perience of these banks during 1926-1930 re-
flected in part agricultural difficulties.

ECONOMIC CONDITIONS AND RATES OF
EARNINGS AND EXPENSES

Business conditions influence the earnings
positions of banks by affecting the level of
interest rates and therefore the rate of gross
earnings on earning assets; by affecting the
costs or expenses of banking; and by affect-
ing the losses and subsequent recoveries from
such losses. While all of these elements in
the earnings of national banks have been in-
fluenced by changes in business conditions
during the period under review, there is no
single factor which has shown wider year-to-
year changes than losses. The following
paragraphs present by periods some of the
important influences of business conditions
on the earnings of national banks.

1890-1900.—Several of the years between
1890 and 1900 were characterized by de-
pressed conditions in the economic system
generally, and banks suffered declines in
gross earnings per dollar of loans and invest-
ments as well as increases in losses on assets.
As a consequence, net profits on loans and in-
vestments and on invested capital of national
banks were comparatively low from 1894
through 1899.

1900-1920.—The period from a little be-
fore 1900 until 1920 was marked by an almost
continuous rise in commodity prices and farm
land values. The upward tendency of prices
and values was an important factor in the
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growth of national income which enabled bor-
rowers generally to repay loans and helped
maintain the value of bank investments. Its
effect is reflected to some extent in the com-
paratively low level of bank losses during
these years, and consequently in the small
portion of net earnings used in writing off
worthless assets. Reflecting in part the small
losses, net profits on invested capital of na-
tional banks (see chart 1) ranged around 8
percent during much of this period, and in
the war years were considerably above that
rate.

The relatively high level of bank profits
after 1900 encouraged the opening of addi-
tional banks, charters for which were freely
granted by supervisory authorities. Many of
the new banks were located in small towns,
often already served by banks, and conse-
quently obtained relatively small amounts of
deposits and assets. An effect of the marked
increase in the number of small banks is seen
in the fact that, despite considerable growth
in the resources of the banking system, the
average volume of loans and investments per
bank was lower in 1915 than in 1900.

Increases that became evident in bank op-
erating expenses per $100 of loans and invest-
ments after 1907 may be ascribed in general
terms to increased competition, partly grow-
ing out of the larger number of banks. It is
impossible to analyze in detail the form of
the increased costs since, with the exception
of Kansas State banks, no segregated data of
earnings and expenses are available for the
period prior to 1918. Growth in the amount
of interest paid by banks was an important
factor, however, as is indicated by an analysis
of deposits. At all commercial banks in the
United States time accounts represented
about 12 percent of total deposits, excluding
interbank balances, in 1900. By 1915 time
accounts included about 30 percent, and by
1930 about 40 percent of total deposits. At
national banks alone, time deposits repre-
sented about 43 percent of total deposits in
1930. This growth in the relative volume of

time deposits points definitely to increased
interest costs, whether or not the rate paid
by banks was bid up. As a matter of fact,
commercial banks did tend to raise their
rates paid on both time and demand accounts
in an effort to attract deposits.

One feature of the increase in time deposits
was the tendency to look upon time accounts
as less subject to withdrawal than demand
accounts, and as justifying increases in loans
and investments which rested on capital
values rather than the turnover material of
business. The almost continuous apprecia-
tion in prices and values up to the war and
the marked rise from 1915 to 1920 in incomes
and net worth helped to sustain the value of
capital assets. The ratio of losses to loans
and investments was low.

Not only did the total volume of loans and
investments, both short-term and long-term,
increase sharply, but rates of return on loans
and investments were gradually tending up-
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ward from 1900 until 1921. At the same
time, however, the increase in interest paid
by banks helped narrow the spread between
gross earnings and expenses, resulting in the
steady decline in net earnings (before losses)
per $100 of loans and investments.

Although no detailed classification of na-
tional bank income and expenses is available
prior to 1918, the ratios of interest and other
expenses to loans and investments for Kansas
State banks since 1902 indicate what was
happening in that State, and perhaps furnish
a clue to the operating results of banks in
general. As is shown by chart 6,* the amount
of interest paid by Kansas State banks per
$100 of loans and investments rose almost
continuously from 1902 until 1922. Expenses
other than interest (mainly salaries, space,
and supplies) declined slightly between 1909
and 1917. In 1921, however, the ratio of non-
interest expenses to loans and investments at
all national banks and at Kansas State banks
advanced sharply. The absolute amount of
such expenses increased only moderately in
that year but the ratio increased considerably
since large amounts of loans and investments
were liquidated.

The Post-War Decade.—After 1920 bank-
ers were confronted with economic conditions
different from those that had prevailed be-
tween 1900 and 1920. Commodity prices de-
clined precipitously after the middle of 1920
and in 1921; the volume of goods produced
was sharply curtailed; and incomes of busi-
ness concerns and individuals were conse-
quently reduced. Losses of national banks
per dollar of loans and investments rose
sharply, as shown in the difference between
the curves of net earnings (before losses)
and net profits in chart 2, owing to increased
charge-offs and the reduced volume of earn-
ing assets.

Farm real estate prices also started to de-
cline in 1920. TUnlike commodity prices, how-
ever, they continued downward without in-
terruption over a period of 13 years, whereas

1 For figures see appendix tables VI and XII.

the more drastic 1920-1921 drop in com-
modity prices was followed by 8 years of com-
parative stability. In addition to the differ-
ence between changes from 1921 through
1929 in farm land prices and average prices
of all commodities, the contrast between
agricultural and non-agricultural conditions
is sharpened by noting that prices of cor-
porate equities advanced markedly in these
years. Prices of urban real estate, especially
in some large communities affected particu-
larly by industrial conditions, also advanced
considerably.

Gross earnings and expenses of national
banks per $100 of loans and investments did
not change greatly between 1923 and 1929.
Revenue from the operation of trust depart-
ments tended to increase, but it remained a
very small portion of total income. Among
the expense items interest paid on deposits
continued to grow, both because banks were
increasing their rates and because the pro-
portion of time deposits in the banking sys-
tem was growing rapidly. The increase in
interest paid on deposits was partly offset by
reductions in interest paid on borrowed
money and by reductions in taxes.2

Since neither earnings nor expenses of na-
tional banks per $100 of loans and invest-
ments changed materially between 1923 and
1929, the rate of net earnings (before losses)
was comparatively steady. The rising volume
of production at a stable commodity price
level and the advancing prices of securities
enabled most borrowers to repay bank loans
with reasonable promptness. Reflecting a
lower rate of charge-offs for losses, net
profits per $100 of loans and investments
increased slightly. Loans and investments
expanded proportionately more than capital
funds after 1921, and the rate of net profits
on invested capital tended to rise.

Although the banking system as a whole
made high profits during the decade of the

2 Statistics of earnings for national banks are classified in less
detail prior to 1927 than thereafter. Details of earnings and ex-

pense items of member banks in each year 1927-1936 appear in
appendix tables VII and VIII.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



112

FEDERAL RESERVE BULLETIN

FEBRUARY 1938

1920’s, some important portions did not
prosper. An indication of this was given in
earlier paragraphs dealing with the experi-
ence of banks by location and by size.

Depression and Post-Depression Years.—
Following the collapse in security prices in
1929 there was a severe decline in commodity
prices, both agricultural and non-agricul-
tural, which extended over a period of more
than 3 years. This decline was accompanied
by an even greater proportionate contraction
in national income. The net profits of na-
tional banks were also sharply reduced, and
for some time during and after the reaching
of the lower depression levels there were net
deficits for the banking system in general.
The outstanding factor responsible for the
movement of net profits from the high level
of the 1920’s to a point below zero was the
charging off of large amounts of depreciated
assets.

With the progress of recovery following
the banking crisis in 1933 values of bank
assets appreciated. Charge-offs of losses con-
tinued heavy in 1933 and 1934, however,
since many of the banks that did not fail had
been unable to write off all their losses in
previous years. As values continued to rise
in 1934, 1935, and 1936, gross losses were
reduced, and banks began to obtain sub-
stantial recoveries on assets previously
charged off. Such losses as were written off
in the fiscal years 1936 and 1937 were sub-
stantially offset by recoveries on previous
charge-offs and profits on securities sold.
Without these unusually large recoveries and
profits on securities sold the banking system
would have been earning a rate of net profit
substantially under the levels of the pre-de-
pression period.

Increased Proportion of Investments.—De-
creases in gross earnings per $100 of loans
and investments of national banks between
1929 and 1936 resulted partly from a decline
in the relative importance of loans which, on
the whole, yield more than investments. The
shift from loans to investments has been

underway for many years and has been part
of a widespread movement on the part of
corporate and other large-scale borrowers to
reduce short-term commercial loans and re-
place them by longer-term securities. From
1931 through 1936 the increased importance
of securities among bank assets was greatly
accelerated. Commercial loan demand grew
slowly, while borrowings of the Federal Gov-
ernment increased markedly. Banks acquired
a considerable part of the new Government
issues, thus increasing their earning assets
and at the same time making funds available
to the Government, the expenditure of which
increased the amount of funds in the hands
of business and made less necessary addi-
tional borrowing by business concerns. By

‘the middle of 1936 investments represented

60 percent of the total loans and investments
of all commercial banks in the United States,
as compared with 27 percent in 1929 and 25
percent in 1921. There has been some de-
cline in this proportion since the middle of
1936.

Aside from reducing rates of gross earn-
ings, an increasing proportion of securities
among bank assets has its bearing on bank
profits in other ways. To the extent that
banks hold long-term investments they are
subject to considerable change in the value
of those assets because of changes in the
long-term interest rate. An advance in that
rate may be reflected in losses on securities
sold unless the securities have been written
down previously. On the other hand, de-
creases in interest rates during recent years
have given banks opportunities to realize
profits from the sale of securities, and that
source produced an important part of net
profits of the banking system in 1935 and
1936, and to a lesser extent in the first half
of 1937. Beginning in 1927 the reports of
member bank earnings and expenses have
shown separately the amounts of interest in-
come on loans and discounts, and on invest-
ments. During the 10 years for which such
information is available the gross interest re-
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turns on loans have averaged more than 1
percent* above the gross interest returns on
investments, the difference being greatest in
the latter half of the period. This differential
is shown by years in table 2. The decline in
the gross interest return both on loans and
on investments since 1929 may -also be ob-
served. The gross interest return on loans
declined about 1.5 percent while that on in-
vestments was more than 2 percent lower in
1936 than in the years 1927-1929.

TABLE 2.—GROSS INTEREST RETURN, NET CHARGE-
OFFS, AND NET RETURN ON LoaNS PER $100 oF
LoANS, AND ON INVESTMENTS PER $100 OF INVEST-
MENTS OF MEMBER BANKS, 1927-1936

Loans Investments
Calendar a N G Net
year ross Net 1 TO0SS Ne
interest | charge- rerzlgn interest | charge- relggx'-:n

return! offs? return? offs?
$5. 50 $. 40 $5.10 $4.70 | $$+.80 $5. 50
5.70 . 40 5.30 4.70 3 +.50 5.20
6. 10 .40 5.70 4.70 (oo 4.70
5.40 L7 4.70 4. 50 .20 4.30
4.90 1.20 3.70 4,10 1. 50 2. 60
5.10 2.30 2.80 3.90 2.10 1.80
4.70 3.10 1. 60 3.50 2.20 1.30
4.30 3.30 1.00 3.30 .90 2.40
4.20 1.50 2.70 2.80 34,40 3.20
4.10 .90 3.2 2.60 | 341.40 4.00

t Includes interest and discount in the case of loans, and interest and
dividends in the case of investments.

2 The amount of net charge-offs is obtained by deducting recoveries
and profits on securities sold from gross losses.

3 A plus charge-off indicates an excess of recoveries and profits on
securities sold over gross losses.

Source: Appendix table XIV.

The differences between the gross return
on loans and that on investments do not carry
over to net returns because of considerably
different rates of charge-off. During the 10-
year period, the net return on investments
exceeded that on loans in 1927, 1934, 1935,
and 1936. For the period as a whole, how-
ever, the average net rate of return on loans
was somewhat higher than on investments,—
about $3.90 on loans and $3.40 on investments,
In three of these years recoveries and profits
on securities sold exceeded gross charge-offs
on securities so that the net return on securi-
ties exceeded the gross return. The net

1 Percentages referred to in this section are percentage points,

not actual changes measured in percentages. That is, a decline
from 5 to 4 is referred to as a decline of 1, not 20, percent.

charge-offs on loans exceeded those on invest-
ments in every year except 1931. The high-
est rate of net charge-offs per $100 of loans
during the period was $3.30 in 1934 com-
pared with $.40 in each of the years 1927,
1928, and 1929. The highest rate on invest-
ments was $2.20 in 1933.

The rates of net charge-off do not fully re-
flect the year-to-year changes. It would ap-
pear that the losses on investments are rec-
ognized and written off earlier than those
on loans, and because of this lag the losses
on loans did not increase as early in the de-
pression years but persisted longer after the
banking holiday than the losses on invest-
ments. The difference in the time required
for recognizing and writing off such losses
probably results from the availability of mar-
ket quotations on investments which respond
promptly to changes in the business outlook.

The proportion of investments in the port-
folios of banks varies in different parts of
the country as do rates charged on loans to
customers. In general, the banks in the
Northeastern part of the country have re-
ceived about as high a rate of net return from
investments as from loans and consequently
have not been particularly sensitive to
changes in the proportions between the two
major types of earning assets. Banks in the
Western and Southern areas have received in
the past and continue to receive higher net
returns on loans than on investments. Bank
earnings in these areas, therefore, are sensi-
tive to changes in the portfolio proportions
of loans and of investments.?

Easy Money Conditions.—Table 2 reflects
the decline in interest rates associated with
easy money conditions which have obtained
in recent years. In 1929 member banks
realized a gross return of 6 percent on their
loans and more than 41% percent on their in-
vestments. For 1936 the comparable rates
were 4 percent and 214 percent, respectively.

The decline in interest rates was to a large

2 Gross interest return, net charge-offs, and net return for all

member banks, by Federal Reserve districts and by years, 1927-
1936, appear in appendix tables XV, XVI, and XVII.
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degree an outgrowth of increasing amounts
of idle bank reserves seeking employment,
but that broad influence was supplemented
by competitive factors in the form of low
rates offered bank customers by various
governmentally sponsored agencies. Banks
found it necessary to lower their rates some-
what in order to retain loans, or, in the case
of those paid off, to employ the funds by in-
vesting in lower-yield securities. At the end
of 1937 banks continued to have a large vol-
ume of idle funds.

The rate of gross income on total assets
of banks has, of course, been affected by the
large volume of idle funds which banks have
held. Loans and investments constituted
about 75 percent of total assets of member
banks during the pre-depression years but
only 68 percent in 1936, as table 1 shows.
From the standpoint of the rate of net profits
this is of importance only in so far as the
offsetting liabilities of the banks in the form
of deposits cost something in interest and
other out-of-pocket expenses.

Reduction of Interest on Deposits.—The
decline in expenses of member banks per
$100 of loans and investments which oc-
curred between 1929 and 1933 resulted
mainly from decreased interest payments on
deposits. The substantial reduction in ex-
penses in 1933 and 1934 was largely a result
of the prohibition of interest on demand de-
posits and decreased interest payments on
time deposits. Before the easy reserve posi-
tion of banks had become widespread in 1933,
many banks had begun to reduce rates paid
to depositors because they were having diffi-
culty in employing their funds profitably,
and because they were being pressed to re-
duce operating costs. The reduction of rates
had often been postponed because of competi-
tive situations under which some banks hesi-
tated to initiate lower rates at the risk of
losing deposits, even though they may not
have been desirous of obtaining additional
deposits at high cost.

Although the movement had begun by
1933, widespread and substantial declines in
rates of interest paid on all deposits, and thus
in total operating costs, followed the passage
of the Banking Act of 1933. The act pro-
hibited payment of interest on demand de-
posits and contained provisions under which
the Board of Governors of the Federal Re-
serve System in November 1933 set a maxi-
mum rate of 3 percent that member banks
could pay on time and savings deposits. This
maximum was lowered to 214 percent effec-
tive February 1, 1935, with even lower rates
on some types of time deposits. The Bank-
ing Act of 1935 contained provisions under
which the Federal Deposit Insurance Cor-
poration issued similar regulations setting
maximum rates which might be paid by in-
sured nonmember banks at the same levels as
those applying to member banks.

With the impetus of these measures and
continued pressure of idle reserves, many
banks carried their reductions further, lower-
ing rates on ordinary savings deposits to 2
percent and 114 percent or even less. Mainly
because of these voluntary and mandatory
decreases in interest rates, total operating
costs of banks were reduced sufficiently in
1934, 1935, and 1936 to offset almost entirely
the effects of lowered rates of return on loans
and investments, and rates of net earnings
(before losses) declined only slightly.

New Sources of Income.—The presence of
ample reserves and the slow rise in commer-
cial demand for loans have caused banks to
seek new employment for funds. Although
no statistics on the subject are included in
bank condition reports, it is known that in
the past few years instalment and personal
loans have grown substantially. Since gross
rates of earnings on these advances are
higher than on other types of loans, con-
tinued growth of the business may tend to
raise the average rate of return on loans.

Some addition to gross earnings of banks
in recent years has resulted from extension
of service charges in various forms. These
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are primarily on deposit accounts, but some
banks have installed such charges on small
loans. While arguments for imposition of
service charges on deposit accounts have been
widespread among bankers’ associations re-
cently, such charges have not been of great
importance as a source of gross earnings to

banks generally. Figures for service charges
on deposit accounts were not reported sepa-
rately until 1933 and in that year they con-
stituted somewhat less than 2 percent of
gross returns of national banks. During the
fiscal year ending June 30, 1937, they consti-
tuted about 3.6 percent of such returns.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



116

FEDERAL RESERVE BULLETIN

FEBRUARY 1938

APPENDIX
TABLE I.—LOANS AND INVESTMENTS OF NATIONAL|TABLE II..—ANNUAL GROSs EARNINGS, EXPENSES,
BANKS PER $1 oF ToTaL RESOURCES AND PER $1 OF NET EARNINGS, GROSS LOSSES, AND NET PROFITS OF
INVESTED CAPITAL, AND NET PROFITS PER $100 OF NATIONAL BANKS PER $100 OF LOANS AND INVEST-
INVESTED CAPITAL, 1890-19371 MENTS, 1890-1937*
Loans and iar;we?t- Ngt , Gross Net N%tt
ments per $1 of: profits earnings Y profits
v P per Year | (including | Expenses e(aggiﬁis g;g:g (available
ear $100 of recoveries, losses) for
Total |Invested | invested ete.) N dividends)
resources | capital?z | capital
$6. 49 $2. 30 $4.19 $.95 $3.23
$.73 $2.39 $7.71 6.70 2.44 4,26 .9 3.35
- .73 2.29 7.67 6.04 2.38 3.66 .94 2.71
- .71 2.43 6. 59 6. 41 2. 58 3.83 .93 2.9
- .74 2:30 6.68 5. 87 2.51 3.36 1. 60 1.76
- .70 2.38 4.19 5. 50 2.43 3.07 1. 16 1.90
- .71 2. 50 4.75 5.85 2.50 3.35 1. 30 2.04
- .69 2.48 5.06 5. 59 2.48 3. 11 1.31 1.80
- .69 2.56 4. 60 5.27 2.29 2.98 1.15 1.84
- .68 2.85 5.24 4.95 2.17 2.78 1.07 1.72
- .67 3.34 5.74 5. 66 2.13 3.53 .98 2.55
- .69 3.37 8.61 4,87 2.01 2. 86 .74 2.12
- .68 3.64 7.70 5.28 2.03 3.25 .70 2. 54
N 7 3.54 9.00 5.20 2.07 3.13 .70 2.44
- .72 3.51 8.55 5.25 2.17 3.08 .70 2.38
- .7 3.52 8.37 4.81 2.17 2. 64 .59 2.05
- .71 3.67 7.53 5. 06 2.18 2.88 .87 2.31
- .71 3.70 8.55 5.16 2.16 3.00 .61 2.50
- .72 3. 80 9.49 5.35 2.42 2.93 .81 2.1
- .7 3.73 7.87 5.19 2.64 2.55 .60 1. 96
- .71 3.85 7.52 5.70 2.97 2.73 .55 2.18
. .71 3.82 8.33 5. 80 3. 14 2. 66 .54 2,12
- .71 3.83 8.12 5.74 3.30 2. 44 .54 1.90
- .72 3.95 7.51 6. 20 3.53 2.67 .67 2.00
- .73 3.04 7.87 6.17 3.61 2. 56 .78 1.79
- .73 4.08 7.28 6.05 3.69 236 .90 1,45
- .74 4.15 6.03 5.84 3.66 2.18 .61 1. 56
- 73 4.81 7.49 5.62 3.46 2.16 .53 1.64
- 7! 5. 40 8.84
5.98 3.75 2.23 .67 1. 56
.74 6.05 9. 44 5. 96 3.01 2.05 .52 1. 54
- .74 6, 62 10.17 6.82 4.43 2.39 . 69 1.70
- .71 6. 33 10.76 8.09 5. 47 2.61 1.19 1.43
- .74 5. 42 7.73 7.02 4. 63 2.38 1.22 1.16
- .76 5.56 6.45 6. 51 4.36 2,15 .95 1.20
- 79 5.88 7.08 6. 47 4.47 2.00 .86 1.14
- 7l 5,87 6.71 6.32 4.34 1.99 .77 1.22
- .76 6.20 7.54 6. 41 4.37 2,04 .75 1.29
__________________________________ .76 6. 24 8.07 .
1927 6.28 4.33 1.94 .70 1.24
- i 6.28 7.79 11928 __ 6. 19 4.29 1.90 . 69 1.21
- 78 6. 25 7.57 11929 ____ 6. 80 4.60 2.20 .80 1.41
N It 5.84 8.21)1930..___ 6. 70 4. 59 2.11 .98 1.13
- 75 5.48 6.19§1931_____ 6. 44 4. 54 1. 90 1.65 .25
- .75 5.55 14011932 ____ 6. 47 4.42 2.06 2.86 2 —,80
. .78 5.33 4 —4.2611033_____ 6. 20 4.30 1.90 3.31 2 —-1.41
- .74 5.42 4 —=7.65|1934_____ 5. 53 3.27 2.26 4. 04 2—-1.78
- .71 5.68 1 4—10.11 | 1935_____ 5. 53 3.06 2.47 2.08 .39
- .69 5.86 2.31(1936__._. 5. 43 2.73 2.70 1.50 1.20
- .68 6. 40 7.64 119373 __ 5.38 2.7 2.62 1.25 1.37
___________________________________ .69 6.52 8.93
1 For fiscal years ending August 31, 1890-1906; 10 months September 1,
-1Loans and investments, invested capital, and total resources as | 1906-June 30, 1907; and thereafter for fiscal years ending June 30.
of call nearest June 30 in each year. Net profits figures for fiscal years 2 Deficit.
ending August 31, 1890-1906; 10 months September 1, 1906-June 30, 1907; 3 Member national banks.
and thereafter for fiscal years ending June 30. See note below table II. . .

? Invested capital includes common and preferred stock, surplus, | NOTE.—Incomputing the aboveratios for the years1918-1937the figures
undivided profits, reserves for contingencies, and funds for the retire- | of gross earnings and net earnings before losses were changed from the
ment of preferred stock. form in which they were officially reported in order to establish a com-

3 Available for dividends. parability with the period prior to 1918. This change consisted of the

¢ Deficit. addition to reported figures of earnings of (3) amounts of recoveries on

. . . . charged-off assets for the years 1918-1937 and (2) the amounts of profits

. Note.—The data in this table and others relating to national banks | o securities sold during 1927-1937. In current compilations these re-
include the figures of nonmember national banks located in U. 8. pos- [ coveries and profits are added to net earnings (before losses) to arrive at
sessions except for the year 1937, which covers only the member national | pet, profits. Because of the form of the earlier reports the figures could
banks. not be adjusted so as to be cgmparﬁbleﬂwitlﬁ currebnlt hmx:ltef{ial. . )
. ; i No adjustments were made in the officially published figures of tota

Source: Ratios computed from dollar figures shown in tables ITIand IV, resources, loans and investments, and invested capital, although the
method of reporting these items has changed from time to time. For

example, currently reported figures of loans and investments include

rediscounts but exclude borrowed securities and acceptances of other

banks and bills of exchange sold with indorsement. In 1920 and some

other years, on the other hand, rediscounts were deducted from gross

loans while borrowed securities were included in investments. Avail-

able information does not permit the figures for the entire period to be

placed on a fully comparable basis. Tests indicate, however, that any

conclusions based on ratios of earnings, expenses, invested capital, etc.,

to loans and investinents, calculated by using these unadjusted figures,
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TABLE III—ToTAL RESOURCES, LOANS AND IN-
VESTMENTS, AND INVESTED CAPITAL OF NATIONAL
BANKS, 1890-1937*

{In thousands of dollars)

TaBLE IV—ANNUAL GrOSs EARNINGS, EXPENSES,
NET EARNINGS, GROSS LossES, AND NET PROFITS OF
NaTIoNaAL BAaNKs, 1890-1937*

[In thousands of dollars]

Loans
Total ; Invested
Year o and in- f

resources | cocrments capital?
3,061,771 2, 229, 891 934, 543
3,113,415 2, 258, 753 987, 551
3, 493, 795 2,461,124 1,011, 145
3, 213, 262 2, 365, 096 1,028, 870
3,422,096 2,379, 646
3, 470, 553 2, 463, 811
3,535,797 | 2,435,462 982, 996
3,563,408 | 2,461,823 962, 420
3,977,675 ; 2,718,675 954, 988
4,708, 834 3, 159, 498 947,187
4,944, 166 3,418,788 1,013, 084
5, 675, 910 3, 866, 624 1,062, 459
6,008, 755 4,191, 446 1,184, 368
6,286,935 | 4,507,077 1, 285, 690
6, 655, 989 4,753,173 1, 349, 017
7,327, 806 5, 169, 000 1, 406, 858
7,784,228 | 5, 520, 289 1,491, 293
8, 476, 501 6, 099, 632 1,604, 104
8,714, 064 6, 213, 095 1, 667, 802
9, 471,733 6, 709, 539 1,744,075
9, 896, 625 7,067, 863 1, 850, 970

10, 383, 049 7,396, 624 1,933, 134

10, 861, 764 7,835,034 1,984, 398

11, 036, 920 8,051,723 2,045, 667

11, 482, 191 8, 360, 443 2,049, 715

11, 795, 685 8,733, 514 2,105, 364

13, 926, 868 | 10, 121, 056 2,103, 288

16,290, 406 | 11, 865, 511 2, 198, 553

18, 354, 942 | 13, 606, 455 2,249,793

21,234,918 | 15, 639, 433 2,363, 478

23,411,253 | 16, 609, 064 2,622,075

20, 517,862 | 15, 160, 150 2, 796, 291

20,706,010 | 15,820, 737 2, 848, 456

21, 511,766 | 16, 897, 804 2, 875,712

22, 565,919 | 17,131, 131 2,018, 245

24,350,863 | 18,413, 863 2,970,074

25,315,624 | 19, 269, 646 3,089, 358

26, 581,943 | 20, 358, 702 3,239, 539

28, 508, 239 | 22, 302, 581

27, 440,228 | 21,467,858

29,116, 539 | 21,785,375

27,642,698 | 20,860,112

22,367,711 | 17, 483,029

20, 860, 491 | 15,491, 403

23,901, 592 | 17,046, 296

26,061,065 | 18,085, 103

29,702, 839 | 20, 245, 967 , 165,

30, 280,025 | 20, 893, 471 3, 205, 577

1 As of call nearest June 30 in each year. See note below table II.

2 Invested capital includes common and preferred stock, surplus,
undivided profits, reserves for contingencies, and funds for the retire-
ment of preferred stock.

3 Member national banks.

Source: Annual Reports of the Comptroller of the Currency. Figures
for 1937 are from the FEDERAL RESERVE BULLETIN for September 1937.

would not be affected if all of the data were placed on a more nearly com-
parable basis.

The ratios for the items of recoveries and profits on securities sold per
$100 of loans and investments are as follows:

Profits on
securities
Recoveries Year Recoveries sold
$.12 1927 $.16 $.26
.13 1928 .16 27
.14 1929 .17 .16
.16 1930 .15 .19
.26 1931 W17 .24
.30 1932 .24 .14
.20 1933 * 51 *
.22 1934 *79 *
.23 1935 *1. 10 *
1936 1.09 .39
1937 LTd . 60

* Profits on securities sold included in recoveries for the years
1933-1935.

Source: Ratios computed from dollar figures shown in tables III and
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Gross Net N(feit
earnings N profits
Year (including | Expenses earnings Gross (available
recoveries (before losses or
etc.) losses) dividends)
144, 614 51,266 93,348 21, 292 72,056
151,335 55, 036 96, 209 20, 535 75,764
148, 559 58, 682 89, 877 23,219 66, 658
151, 695 60, 909 90, 786 22,035 68, 751
139,725 59, 683 80, 042 38,087 41, 955
135, 459 59, 990 75, 468 28, 602 46, 866
Wi ge) oAb gk w
, 76, , ,
143, 394 62, 182 81, 212 31,179 50, 033
156,520 68, 408 88, 022 33, 675 54,347
193, 649 72,714 120, 936 33, 659 87, 277
188, 266 77, 667 110, 598 28,745 81, 853
221, 278 85, 235 136, 044 29, 462 106, 582
234, 583 93, 121 141, 462 31, 580 109, 882
249, 412 103, 050 1%6, 362 33, 425 112,937
248, 584 112, 206 136, 379 0, 470 105, 909
279, 312 120, 448 158, 863 31, 337 127, 526
314,702 131, 544 183, 158 30, 922 152, 236
332, 454 150, 551 181, 903 50, 568 131, 335
348, 674 177,035 171, 640 40, 454 131, 186
402, 665 209, 785 192, 882 38,714 154, 168
428, 973 232, 062 196, 912 39, 926 156, 986
450, 043 258,731 191,313 42, 256 149, 057
me) @ mm om ms
527, 985 329, 451 205, 525 gsi 4g§ 127,053
500, 642 370, 903 219, 740 2,1 157, 544
667, 406 410, 753 256, 653 62, 332 194, 321
813,997 510, 185 303, 812 91, 480 212, 332
931, 826 610, 780 321, 046 80, 680 240, 366
1,133, 028 736, 390 306, 638 114, 555 282, 083
1, 225, 897 829, 906 395, 991 179, 885 216, 106
e o) me) 98 g
1,100, 054 766, 044 343, 010 147,304 195, 706
1,163, 783 798, 714 365, 069 141, 134 223, 935
1,236, 223 841, 666 394, 557 145, 399 249, 167
1,276,382 882, 374 394,008 141, 689 252, 319
1, 380, 875 957, 661 423,214 }g:{ 223 gg(l) s13(5;8
1,460, 128 086, 832 473, 246 4
1, 458, 962 999, 066 459, 896 213, 635 246, 261
1,344, 077 948, 024 396, 053 343, 512 52, 541
1, 132, 366 771, 598 360, 768 500, 548 | 2 —139, 780
M| S0 | Sbdai|  Genne | ¢ 3%
2] i a’7 'y - 'y
1935 . 1,001, 366 553, 203 448, 163 376, 761 71,372
1036 .. 1,098, 331 552, 428 545, 903 303, 932 241,971
193750 1,124, 588 576, 497 548, 091 261, 971 286, 120

1 For fiscal years ending August 31, 1890-1906; 10 months September 1,
1906-June 30, 1907; and therealter for fiscal years ending June 30.

2 Deficit. 3 Member national banks.

Note.—The above figures for the years 1918-1937 have been changed
from the form in which they are officially reported in order to establish
a comparability with the period prior to 1918. Recoveries on charged-off
assets for the years 1918-1937 and profits on securities sold 1927-1937 have
been included with gross earuings rather than added to net earnings be-
fore the deduction of gross losses to arrive at net profits (available for
dividends). The figures for these items (in thousands of dollars) are as
follows:

Profits on
securities
Year Recoveries Year Recoveries sold
16, 107 1927 33,339 52, 660
21,066 1928 36, 469 59, 328
23,912 1929 35, 643 35,085
23,978 1930 31, 621 41,783
41,782 1931 35,310 50, 342
51, 100 1932 42,325 24, 869
34, 495 1933 *78, 559 *
39, 686 1934 *135, 351 *
44, 085 1935 *198, 232 *
1936 220, 379 78, 956
1937 154, 676 124,765
* Profits on securities sold included in recoveries for the years

1933-1935.

Source: Annual Reports of the Comptroller of the Curremcy. TFigures
for 1937 are from the FEDERAL RESERVE BULLETIN for November 1937.
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TABLE V—NET PROFITS PER $100 OF CAPITAL AND|TABLE VI—INTEREST RECEIVED, INTEREST PAID,
SURPLUS OF NATIONAL BANKS, BY GEOGRAPHIC| EXPENSE OTHER THAN INTEREST, AND THE DiF-
AREAS, 1890-1936* FERENCE BETWEEN INTEREST RECEIVED AND INTER-

EST PAID PER $100 OF LOANS AND INVESTMENTS OF
AL | o . Lﬁ{d' w NATIONAL BANKS, 1918-1937*
- na- East- outh- e est- :
Year tional Fn%’ ern ern West- ern Pacific .
banks | 2D ern ]%)lizerence
- elween
Year Interest | Interest | BXPeHSe | inferest
........ $8.51 | $5.50 | $8.75 | $10.35 | $0.53 | $10.48 | $12.86 received paid interest | received
8.48 [ 6.46| 843 | 0.27] 9.63| 9.02| 1200 and in-
727 512 759! 7.12] 858] 7.64 9.72 terest paid
7.0 | 571 800 7.46| 7.87| 7. 8:(0) 8.
461 401] 591( 483 419 1 1.
518 | 4.04| 562 629| 58| 274 4. $5. 47 $1.93 $1.82 $3. 54
554 495| 635 69| 517| 238 3, 5. 41 2.01 1.88 3.40
499 479! 58| 574 4.33| 255 2. 6.09 2.23 2.20 3.86
58 | 430| 65| 685| 58| 508 5. 7.30 2.71 2.76 4.59
6.35| 442} 6791 7.58] 6.52| 832 7. 6.04 2.16 2. 59 3.88
10.14 | 6.86 | 11.82 | 10.88 | 10.10 [ 9.32| 11.68 3. 56 2.04 2.31 3.52
9.06| 573| 9.05| 11.63| 9.97| 11901 | 1154 5.64 2.13 2.33 3.51
10. 92 5.73 | 12.46 | 11.64 | 10.69 | 16.89 13.19 5.30 2.1 2.23 3.19
10. 21 6.72 | 10.50 | 11.57 | 10.25 | 14.24 | 14.22 5.43 2.11 2.26 3.32
9.81 | 596 10.3¢| 11.22] 9.62| 12903 | 12.95 5.24 2.09 2.23 3.15
8951 570! 861 | 11.30| 8.8 13.33| 12.8 5.17 2.11 2.18 3.06
10.27| 7.59] 1006 | 1.69 | 9.73| 14.52| 13.69 5.76 2.28 2.32 3.48
1.18 | 8.43 | 10.59 | 12,40 | 10.54 | 18.23 | 14.93 5.63 2.23 2.35 3.40
911} 7.84| 835[ 977 9mn| 1397 1184 5.31 2.15 2.39 3.16
872 | 6.43| 818| 9.50| 831 | 14.22{ 1133 5.30 L97 2.44 3.33
9.67 | 8.68| 9.05[ 10.10 | 8.8 | 1555 12.19 4.96 1.75 2.85 3.21
9.361 7.791 794! 10,09 10.82| 12.52| 10.54 4.00 107 2.20 2.93
850 7.02] 818| '9.62| 819| 1195 3.72 .92 2.14 2.80
9.06{ 7.94| 864| 1030] 855) 1L57 | 10.22] 85 3.2 <69 2.04 2.56
839| 65| 7.80| 95| 879| 10.72 8. 22 | 1987 3.29 -63 2.13 2.66
g. 08 g‘ 91 34 9| 7.50| 7.98 10.33 7.23
.76 .13 15| 831 82| 1L 7.49 . .
| 1052 9osf 1013| 907 | 10.10| 1426 | 86| ,Fiscal years ending June 30.
| 109 9.62{ 1L12{ 10.96 | 11.30 | 14.49 9.25 ember national banks.
| o121 993 13.65 | 11.14 | 11.21 { 13.57 10. 63 Source: Computed from dolar figures shown in the Annual Reports
| 12798 | 10.33 [ 12.61 | 14.24 [ 12,59 | 13.51 13.62 | of the Comptroller of the Currency.
{ 040 838| 060 812 11207 7.14 8.86
1 779 664 9.8 620] 7.93| 239 5.98
| 848| 7.86| 11.58| 7.3¢| 6.75| 2.23 6.05
] osn| 695| 10.59| s804| 6.82| —.19 6.86
| 900 7e61| 11.76| 7.9 | 7.23| 269 7.68
] 954 938| 1091| 947 85 | 4.41 8.39
{ 924 7.38{ 11.25[ 7.32| 85 541 8.40
| 89| 892! 99| 773 847! 807 7.99
4 972 7.57| 9.76| 8.32] 1168 1L15 8.85
1 738 538} 693 636| 7.87| 11.29] 10.24
-l Les 90| —.13 94| 395) 536 6.16
| —4.94) —6.01| —574 | —2.45 | —7.69 | —5.28 1.29
| —9.08| —9.95{-10.37 | —8.76 | —9.24 | —7.26 | —4.39
—11.71 | —6.41 [—12.61 | —8.05 [—17.56 {—12.63 | —35.44
- 2.70 1.97 1.92 4.40 1. 57 4. 60 5. 62
________ 9.06 | 635! 837 865| 1064 9.99| 11.08
1 For fiscal years ending August 31, 1890-1906; 10 months September 1,
1906-June 30, 1907; and thereafter for fiscal years ending June 30.
? Minus figures represent net deficits.
3 The capital as of June 30, 1933, used in computing ratios for that year,
did not include the small amount of preferred stock outstanding because
most of it had been recently issued.
Source: Annual Reporis of the Comptroller of the Currency. In some

years, particularly those prior to 1912, when the ratios were not shown

or were not on a fiscal year basis, they were derived from other data

reported by the Comptroller.
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TABLE VII—AMOUNTS OF EARNINGS, EXPENSES, LossEs, RECOVERIES, AND NET PROFITS oF MEMBER
BANKS PER $100 OF LOANS AND INVESTMENTS, BY CALENDAR YEARS, 1927-1936

1927 1928 1929 1930 1931 1932 1933 1934 1935 1936
Earnings:
Interest and discount on loans.___________________ _________ $3.83 1 $3.96 | $4.37 | $3.81 | $3.21| $2.98 | $2.42| $2.00 (| $1.72 $1.64
Interest and dividends on investments_ 1. 40 1.44 1.32 1.33 1,44 1.60 1.71 1.76 1.62 1.55
Interest on balances with other banks________________..____ W11 .09 .09 .10 .08 .06 .03 .01 oL
Total interest earned._ ... _______.____._. 5.34 5.49 5.79 5.25 4.73 4.64 4.16 3.77 3,35 3.19
Collection charges, commissions, fees, etc......_____._____._ .13 .13 .17 .14 .11 .10 .10 .11 .10 .10
Foreign department 10 06 07 07 08 .08 08 07 04 04
Trust department __________ .16 .19 .22 .23 .23 .23 .24 .26 .27 .28
Service charges on deposit accounts_.._.______._. O] ) O] O] O] ® .08 .10 .12 .13
Other current earnings. . ... ... .42 .45 .46 .41 .36 .40 .29 .31 .29 .31
Gross earnings (excluding recoveries, etc.)._._._________ 6.15 6.32 6.71 6. 10 5.51 5.45 4.95 4,62 4,17 4.05
Erpenses:
Interest on time deposits. ... ... o .. ... 1.4 1.27 1.25 1.27 1.16 1.06 .93 .84 .68 .56
Interest on demand deposits._ - . 69 .68 . 69 . 64 .42 .34 .17 .05 .03 .02
Interest on bank deposits. ... ... .25 .22 .19 .21 .16 L12 .05 .01 .01 .01
Total interest on deposits.... ... .. .. 2.18 2.17 2.13 2.12 1.74 1.52 1.15 .90 .72 .59
Interest and discount on borrowed money .07 .14 .18 .06 .06 .14 .06 1) N I IO,
Salaries and wWages_ ... 1.28 1.27 1. 30 1.28 1.23 1.25 1.23 1.22 1.16 1.12
Fees paid to directors and members of executive, discount,
and advisory committees (@) (O] ) ® O] ® @ ®) @) .02
Taxes. .34 .32 .31 .32 . 26 .24 .23 .23 .22 .26
Other eXPenSeS. oo oo m e e e m e mem e .76 .75 .79 .76 .7 . 86 i .79 .78 LT
Total expenses. ... .. 4.63 4.65 4.71 4.53 4.00 4.01 3.4 3.15 2.88 2.78
Net earnings (before 10sses)._ .. ... oo . __.__. 1. 52 1. 67 2.00 1. 57 1. 51 1.44 1.51 1.47 1.29 1.27
Losses and depreciation:
On loans .38 .34 .39 . 55 .88 1.41 1.70 1. 68 .87 . 66
On investments - .11 .13 .27 .31 .79 1.07 1.38 1.19 . 69 .42
On banking house, furniture, and fixtures .08 .09 .09 .10 .09 .08 .14 .15 .12 .12
Allother e .06 .06 07 .07 .09 .17 .21 .23 .18 .21
Total losses and depreciation-...__.____________________ .63 .63 .82 1.03 1.85 2.73 3.43 3.4 1.86 1.41
Recoverices, profits on securities, elc.:
Recoverieson oans. ... .. ... ... ... .08 .08 .07 .07 .08 .09 J12 .16 .25 .30
Recoveries on investments. 03 03 .05 03 04 11 21 32 69 9% .51
Profits on securities sold. .32 .26 .21 .20 21 : . y .74
Allother il .04 .04 .05 .03 .05 .10 .06 .09 .09 .07
Total recoveries, ete. ... e L. .47 .41 .38 .33 .38 .40 .50 .04 1.30 1.62
Net Profits 3 . e 1.36 1.45 1. 56 .87 .04 ~.80 | —1.42 —.83 .73 1.48
i

1 Included in “other current earnings.”
% Included partly in “‘salaries and wages” and partly in ‘‘other expenses.”
% Minus figures represent net deficits.

Souree: FEDERAL RESERVE BULLETIN and Annual Reports of the Board of Goternors of the Federal Reserve System. For dollar amounts see
appendix table VIIL.
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TaBLE VIII—ANNUAL EARNINGS, EXPENSES, Lo0ssSEs, RECOVERIES, AND NET PROFITS OF MEMBER BANKS,
AND AMOUNTS OF LOANS AND INVESTMENTS, TOTAL RESOURCES, AND INVESTED CAPITAL, BY CALENDAR
YEARS, 1927-1936

[In thousands of dollars)

1927 1928 1929 1930 1931 1932 1933 1934 1935 1936

Earnings:

Interest and discount on loans_________ 1, 254, 289) 1,374, 130| 1, 562, 769| 1,349, 364] 1,072,927] 851,007) 604,297) 540,014) 498,419] 513,399
Interest and dividends on investments. 458, 401 5 472,868 472,351} 480,206 457,712 426,391 73,7911 467,217 487,101
Interest on balances with other banks_ 36, 318 33,178 33, 264 35,799 28, 682 16, 759 7,705 2,425 1,681 1,207

Total interest earned.._....._.._.__ 1,749,008/ 1,905,728| 2,068,901! 1,857, 514| 1, 581, 905| 1,325, 478] 1,038, 393| 1,016,230 967, 317| 1,001, 707

Collection charges, commissions, fees, .
[ U 41,127 44, 662 61, 299 50, 328 38, 389 27,943 24, 487 27, 810 28, 825 31,397
Foreign department_

- 32, 352 22,913 26, 209 25,011 25,727 22, 531 21,791 17,975 12, 282 12, 165

Trust department..__._____.._.._. R 52,971 65, 956, 77, 589 80, 280 75,041 64, 822 59, 658| 70, 994 77,703, 88, 297

Service charges on deposit accounts.... (O} 1) [0} 1) [ 1) 20, 574 27,619 35, 634 39, 415

Other current earnings_._.__._.__._____ 138,112| 154,765 164,995 144,789 120,302 112,844 71,961 83,245 84, 888, 97, 927

Gross earnings..._.___..._._._._.___ 2,013, 570 2, 194, 024] 2, 398,993( 2, 157,922| 1,841, 424 1, 553, 618] 1, 236, 864/ 1, 243, 873| 1, 206, 649 1, 270, 908
Ezxpenses:

Interest on time deposits_......_....___ 405,711  439,384] 444,636 450,865 387,284] 301,863| 231,765 227,371 196,490| 175, 164

Interest on demand deposits_.

225,685 234,926) 246,493| 225 280| 140,601 97, 862 42, 802 12,494 9, 208 7,137
Interest on bank deposits

81,642| 75,352 68,131 72,847| 52,035 34,590 13,424 3,408 2,695 2,175

Total interest on deposits..._...._. 713,038 749, 662, '750,260{ 748,992 580,910 434,324 287,901 243,363] 208,483 184,476

Interest and discount on borrowed
TONOY e 24, 514 48, 443 64, 265 22,001 19, 136, 38,814 15,178 3,637 1,230 613
Salaries and wages. 420,128 440,000 463,847 451,776} 412, 531 356, 557| 308,021 327,424  334,468{ 351,714
Fees paid to directors and members of
executive, discount, and advisory
committees - @) ® ® ® ®) @ ® Q] (O] 6, 269

axes. ... 190, 778 113,759 112,476| 113,418 86, 367, 67,077 58,028 62, 278 63, 680, 81, 145

Other expenses._... 248,246  261,947] 283,872 268, 148| 236,435 246,612 192,082f 212,687}  224,654) 247,897

Total expenses............__.___... 1, 515, 704| 1,613, 811| 1,683, 720| 1, 604, 335! 1,335,379 1,143,384] 859,300 849,389 832,515 872,114

Net earnings (before losses)....._.. 497,866 580,213 715,273 553,587) 506,045 410,234| 377,564 394,484 374,134] 398,794
Losses and depreciation:

On loans, 123,745, 119,200{ 139, 588! 194,725 295, 241) 403,272 425,442, 451,782) 252,374) 206, 548

On investments.__
On banking house, furniture, and

fixtures
All other

Total losses and depreciation_..___. 208,693 217,194 295,473 365,314] 620,456; 778,230 838,279 872,944 538,262] 441,548

37,284 45, 293 95,465/  109,028) 264,170 304,961| 344,053; 320,496] 198,765) 131,406

27,172 31,832 33,171 36, 601 29, 061 21, 370 35,758 39, 422 33, 5861 38, 721
20, 492 20,779 27, 249 24, 960 31,984 48, 627 53,026 61,244 53, 537 64, 873

Recoveries, profits on securities, etc.:

Recoveries on loans.....__ 26,010 26, 502 25, 204 23, 402 28, 000 24, 584 28, 815 44, 389 71, 901 94, 247

Bearns S BISTR S p s RE K el o w858
Allother._..______._._._ .70 14,280|  12,898]  16,448)  11,641| 15053 28,334| 15998 23,979  27,078] 22,808

Total recoveries, etc. ... _.._._ 157,836] 140,849| 136,714} 118,220 126,672 113,108] 124,885] 253,959 376,006 508,071
Net Profits 3. ..o 447,009| 503,868) 556, 514| 306,502]  12,261) —254,887| —355,830| —224,501| 211,878| 465,317
Loans and investments ¢.___._ e 32, 755, 970(34, 721, 879(35, 727, 128(35, 395, 412|33, 431, 79128, 522, 520|24, 986, 27926, 930, 457|28, 898, 45831, 382, 839

Total resources ¢.__

.42, 800, 432145, 596, 198|47, 533, 082|47, 164, 240|43, 991, 17137, 042, 289|33, 366, 54937, 176, 10041, 613, 260{45, 903, 758
Invested capital 4._

5,162, 702; 5,622,312} 6,360, 306| 6, 722, 782 6, 395, 866] 5, 660, 145; 4, 902, 319| 5, 049, 525} 5, 118, 478| 5, 209, 436

! Included in “‘other current earnings.” 2 Included partly in ‘‘salaries and wages” and partly in ‘“‘other expenses.”

3 Minus figures represent net deficits.

4 For 1933, figures of loans, investments, total resources, and invested capital are averages of amounts from reports of condition for 3 call dates
a l:ge 30, October 25, and December 30, 1933); for other years they are averages of amounts for all call dates during the year and the last call date
in the previous year.

Source: FEDERAL RESERVE BULLETIN and Annual Reports of the Board of Governors of the Federal Reserve System.
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TABLE IX——INTEREST ON DEPOSITS, SALARIES AND|TABLE X-—GR0OSS EARNINGS, EXPENSES, NET EARN-
WAGES, AND OTHER EXPENSES PER $100 oF LoaNs INGS, GROSS L0OsSSES, AND NET PROFITS PER $100 OF
AND INVESTMENTS OF KANSAS STATE BANKs' LoANS AND INVESTMENTS OF KANSAS STATE
1902-1935* AND OF ALL NATIONAL BANKS, 1918- BANKS,' 1902-1935
19372

Gross Ex- Net Gross Net
Interest on Salaries Other Calendar year | earnings { penses | earnings | losses profits
- deposits and wages expenses
ear
${8. % $A§. % $5.60 $ .04 $4. 66
Kansas | National nsas | National i . 5. 5.14 .57 4.57
Qs at. Kansas ational { Kansas | National 10,30 408 5 39 3% 86
10. 40 5. 47 4.03 .71 4.22
$ . $2.37 $1.84 9.89 5.10 4.79 .46 4.33
. 2,28 2,09 9.10 4.85 4,25 .60 3.65
_ N 231 1.79 10.22 5.33 4.89 .78 4.11
_ . 2.35 2.20 9,98 5. 60 4,38 .48 3.90
_ . 2.31 1. 80 9. 26 5,08 4. 18 .49 3.69
_ N 2.16 1.71 9,35 5, 51 3.84 .39 3.45
B 1. 2,40 1.77 9. 27 5.45 3.82 .43 3.39
B 1. 2.19 2.36 9.31 5. 49 3.82 .65 3.17
_ 1. 2.20 1.81 8.95 5. 67 3.28 .47 2.81
- 1. 2.39 1.91 9.09 5. 67 3.42 .43 2.99
- 1. 2.31 1. 80 9.18 5.53 3.65 .48 3.17
B 1. 2.97 1.75 8.81 5. 60 3.21 .52 2.69
N 1. 2.99 1.81 8. 11 5. 48 2.63 .40 2.23
- 1. 290 1.87 8. 20 5.68 2.61 .40 2.21
. 1. 2.07 1.79 8. 10 5.84 2.26 .50 1.76
N 1. - 1.92 1.73 8.41 6. 50 1.91 .78 1.13
R} $1.79 1.81 . 1.86 . 8.44 6.49 1.95 1.05 -9
- 1.75 1.66 1.86 ) 2.07 X 8.13 6. 27 1.86 1.05 .81
- 1.72 1.73 1.98 1.06 2.14 1 8.75 6.97 L8 1.03 .75
. 1.81 1.92 2.23 1,34 2.46 . 8.61 6.74 1.87 112 .75
L9 1.86 2.32 1.25 2,25 1. 8.38 6.38 2.00 1.32 -68
18 1. 89 2,29 120 2,13 1 8.38 6.32 2.06 1.39 .67
_ 2.05 1.97 2. 54 1.23 2.38 1. 8.47 6.25 2.22 1.17 1.05
| 206 2.03 2.39 118 2.29 1.13 8.37 6.07 2.30 102 128
4 92 2.02 2.33 1.19 2.13 1.16 8.51 5.83 2.68 L.52 116
| 186 2.00 2.38 1.19 2.08 1.14 7.9 6.05 1.94 1.52 .42
1.80 2.02 2.39 1.18 2.06 1.09 7.39 6.08 L3t 1.83 2—.52
_ 1.72 2.12 2.39 1.27 1.96 121 7.10 6.03 L07 3.27 4 2-2.20
1.65 2.10 2.40 1.27 1.78 1.22 8.04 5.75 2.29 4181 2-1.89
. 1.68 2.11 2. 62 1.82 175 111 8.16 5.32 2.84 2.46 .38
- 1.69 1.85 2.62 1.37 177 1. 20
- . . A . 1 .
o % gg 11 : gi % ?3 i :;’g 1 gg } gi !Ineludes State and private banks and trust companies.
4110 R 2.42 1.16 1.80 .g9{ * Deficit.
_________ B9 [ 106 |____.___. .98 Dollar amounts shown in table XI.
............... L63 f L 1.09 [ooocaoas 1.04
K]
1 Includes State and private banks and trust companies.
2 Kansas figures for calendar years; national bank figures {or fiscal years
ending June 30.
3 Member national banks.
Dollar amounts for Kansas State banks in table XI, for national banks
computed from dollar figures shown in the Annual Reports of the Comp-
troller of the Currency.
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TABLE XI—LoANS AND INVESTMENTS, ANNUAL|TABLE XII—INTEREST RECEIVED, INTEREST PAID, EX-
GROss EARNINGS, ANALYSIS OoF EXPENSES, GROSS PENSE OTHER THAN INTEREST, AND THE DIFFERENCE
LosseEs, AND NET PROFITS OF KANSAS STATE| BETWEEN INTEREST RECEIVED AND INTEREST PAID
BAaNKs,* 1902-1935 * gER $100 oF L10ANS AND INVESTMENTS OF KANSAS

TATE BANKS,! 1902-
[In thousands of dollars] ks, 1902-1935
Expense | Difference be-
Expenses Calendar year Tnterest | Interest | other | tween interest
Loans | g o received paid R tglant received ang
and Gross | Net interes interest pai
Year | jhyest- eia.n;- asr?; gttg; Other | losses | profits
ments | "8 | Total | 51F % ex-
an e- | penses $9.16 $.81 $4.17 $8.35
wages | posits 8.80 .81 4.31 7.99
9.07 .93 4.05 8.14
3,433 | L,616{ 769 | 28| 599 | 306] 1,51 8. L La e
3,866 ( 1,020 | 859 | 282! 788 26| 1,721 8 20 103 3 82 717
4,172 | 2,019 | 935} 350 | 725 187] 1,968 8 97 et 11 776
4,644 } 2,442 [ 1,051 | 412| 979 319 1,883 8. 38 118 413 7%
5042 | 2,602 ( 1,179 | 503 | 920 | 232 2,208 8 23 L19 383 704
5,507 | 2,082 | 1,325 | 604 | 1,053 | 371 | 2,244 8. 66 1.32 190 734
6,217 | 3,241 | 1,458 708 | 1,075 472 2, 504 8. 51 1.48 3.98 703
7,642 | 4,236 | 1,653 797 11,786 361 2,945 8.46 1.57 3‘ 92 6. 89
7,856 | 4,308 | 1,863 910 | 1,535 417 3,131 8.34 1.78 3.89 6. 56
7,806 | 4,605 | 2,000 | 1,007 | 1,508 | 322 2,879 8. 44 L78| . 389 6.66
8,560 | 5,026 2,131 | 1,239 | 1,656 | 398 | 3,126 8 44 182 379 6 62
9,230 | 5,445 | 2,255 | 1,456 | 1,734 | 642 | 3,143 8 25 205 356 6. 20
9,209 | 5837 | 2,354 | 1,623 | 1, 480 2, 892 7.63 2.00 348 5.63
10,464 | 6,527 1 2,529 { 1,847 [ 2,151 | 493 | 3,444 775 2.09 3 59 5 66
12,183 | 7,344 | 2,747 [ 2,223 1 2,374 | 635 4,204 7,58 216 3 68 5 42
14,332 | 9,112 | 3,115 | 3,178 | 2,819 | 849 | 4,371 7 84 299 420 5 55
16,872 |11,300 | 3)766 | 3,772 | 3,861 | 830 [ 4,643 753 292 497 531
20,349 113,949 | 4,584 | 4,291 | 5074 | 978 | 5422 715 210 £17 5 05
3,264 16,773 | 5,696 | 4,937 | 6,140 | 1,437 | 5,054 7,66 297 £70 5 39
22,423 (17,346 | 5,960 | 4,820 | 6,566 | 2,093 | 2,984 743 294 450 5 19
20, 616 (15,851 | 5, 6 4,702 | 5,489 | 2,575 2, 190 7.17 2.10 498 507
19,517 (15, 5490 | 4,437 | 5,113 | 2,514 | 1,963 701 202 £31 499
19,210 {15,311 | 5,568 | 4,508 | 5,235 | 2,262 | 1,637 7.09 192 433 517
19,316 15,122 | 5,352 | 4,625 | 5,145 | 2,519 | 1,675 7.06 L85 492 521
18,703 |14,235 | 5,199 | 4,203 | 4,743 | 2,955 | 1,513 6.73 175 408 L8
17,604 113,286 | 5,011 | 3, 4,366 | 2,623 | 1,395 6. 60 185 42 475
17,564 |12,947 | 4,950 | 3,725 | 4,272 | 2, 2,187 6.16 1.94 414 422
17,385 |12, 4,960 | 3,566 | 4,074 } 2,117 | 2,668 5.84 1.81 4.22 4.03
16,484 [11,206 | 4,737 | 3, 3,350 | 2,934 | 2, 254 577 150 135 L2
12,460 | 9, 4,094 | 2,617 | 2,719 | 2,371 859 5 45 1.17 4.15 428
9,597 | 7,893 | 3,406 | 2,195 | 2,292 | 2,376 | 3 —672 ) il
105,737 | 7, 6,375 | 2, ggg i, 1%4 %, ggg 3, 42; 32, 324
104,351 | 8,394 1 6,004 | 2, ,453 | 1, 4,362 3~1,972| 1Includes State and private banks and trust companies.
1935....| 108,828 | 8,882 | 5,704 | 2,640 | 1,195 | 1,959 | 2,682 404 Dollar amounts shown in table XIIL
1 Includes State and private banks and trust companies.
2 Loans and investments as of June 30 each year; other data on calendar
year basis.
3 Deficit.
Source: Biennial reports of the Bank Commissioner of the State of
Kansas.

TABLE XIII-——INTEREST RECEIVED, INTEREST PAID, AND EXPENSE OTHER THAN INTEREST OoF KANSAS
STATE BANKS,' 1902-1935

[In thousands of dollarsj

. Interest paid Exp}(]ense - Interest paid Exxﬁense
nterest other nterest other
Calendar year received | o1 e- than Calendar year received | o1 e- than
posits Other | Total | interest Dosits Other | Total | interest
2,975 248 15 263 1,353 19,020 | 4,291 833 | 5124 8,325
3,314 282 24 306 1,623 21,775 | 4,937 ) 1,268 | 6,195 10, 578
3,673 359 18 377 1,642 20,912 | 4,820 | 1,278 | 6,098 11, 248
4,007 412 26 438 2,004 18,398 | 4,702 723 | 5,425 10, 426
4, 549 503 27 530 2,072 17,164 | 4,437 606 | 5,043 9, 997
5,043 604 27 631 2,351 16,815 | 4,508 473 | 4,981 10, 330
5, 460 708 31 739 2, 502 16,662 | 4,625 407 | 5,032 10, 090
6,331 797 94 891 3,345 16,006 | 4,293 390 | 4,683 9, 552
6, 989 910 103 | 1,013 3,295 14,733 | 3,909 329 | 4,238 9,048
7,228 | 1,007 941 1,101 3, 504 14,701 | 3,725 247 | 3,972 8,975
7,849 | 1,239 122 | 1,361 3, 665 14,659 | 3,566 269 | 3,835 8,765
8,393 | 1,456 102 | 1,558 3,887 13,029 { 3,200 196 | 3,396 7, 900
8,577 | 1,623 208 | 1,831 4,006 10,298 | 2,617 271 | 2,888 6, 543
9,719 | 1,847 198 | 2,045 4,482 8,003 | 2,195 321 | 2,516 5,377
11,199 2,223 187 2,410 4,934 6,174 1,744 166 1,910 4, 465
13, 409 3,178 149 3,327 5, 785 6,019 1,453 112 1, 565 4,439
15, 890 3,772 384 4,156 7,243 5, 927 1,195 83 1,278 4,516

1Tncludes State and private banks and trust companies.
Source: Biennial reports of the Bank Commissioner of the State of Kansas.
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TABLE XIV—AVERAGE LOANS,! AVERAGE INVESTMENTS," AND GROSS RETURN, GROSS LOSSES, RECOVERIES,
NET LossgEs, AND NET RETURN ON LOANS AND ON INVESTMENTS OF ALL MEMBER BANKS, ANNUALLY,

1927-1936
[In millions of dollars}
Average Gross return? on | Gross losses on | Recoveries on | Net losses on | Net return on
Calendsr year In- In- In- In- In- In-

Loans | vest- | Loans | vest- | Loans | vest- | Loans | vest- | Loans | vest- | Loans | vest-

ments ments ments ments? ments4 ments
23,006 | 9,750 | 1,254 458 124 37 26 118 93 480 | 1,157 539
24,154 | 10,568 [ 1,374 498 119 45 27 101 93 +56 1 1,281 555
25,615 | 10,112 | 1, 563 473 140 95 25 95 114 oceeoo 1, 448 472
25,018 | 10,377 | 1,349 472 195 109 23 83 171 26| 1,178 447
21,732 | 11,700 | 1,073 480 295 264 28 84 267 181 806 300
16,744 | 11,779 851 458 403 305 25 60 379 245 472 213
12,917 { 12,070 604 426 425 344 29 80 397 264 208 162
12,477 | 14,454 540 474 452 320 4 186 407 135 133 339
11,985 | 16,913 498 467 252 199 72 277 180 +78 318 545
12, 544 18 839 513 487 207 131 94 391 112 | 4260 401 747

1 Average of amounts reported on call dates, December through December, except in 1933,

2 Gross return is comprised of interest and discount on loans, and interest and dividends on investments.
3 Profits on securities sold are included in recoveries on investments.
4 A plus sign indicates an excess of recoveries and profits on securities sold over gross losses.

Source: FEDERAL RESERVE BULLETIN and Annual Reports of the Board of Governors of the Federal Reserve System.

TABLE XV—GR0SS ANNUAL RATES oF RETURN ON LOANS AND ON INVESTMENTS OF MEMBER BANKS, BY
FEDERAL RESERVE DISTRICTS, 1927-1936

[Figures in percentages]

Federal Reserve districts

All
“rer Phil Min- | K 8
Calendar year er Bos- | New hil- | eve- | Rich- | At Chi- St in- an- an
banks ton York %%ei; land | mond | lanta cago | Louis ’-\:ﬁls) Cs?tsy Dallas Ig:&%
Gross returnt on loans
5.5 5.0 4.7 5.4 5.8 6.0 6.3 5.4 5.8 6.3 6.7 7.1 6.0
5.7 5.4 5.2 55 5.9 6.1 6.4 5.5 5.9 6.4 6.8 7.0 6.2
6.1 6.1 5.9 5.8 6.1 6.1 6.6 6.0 6.2 6.8 7.0 7.4 6.3
5.4 5.2 4.6 5.4 5.8 5.8 6.1 5.6 5.6 6.5 6.8 7.0 6.1
4.9 4.8 4.1 5.2 5.4 5.6 5.8 4.6 5.3 6.0 8.5 6.6 5.9
5.1 5.0 4.4 5.1 5.5 5.5 5.7 4.9 5.6 5.9 6.5 6.6 5.7
4.7 4.6 3.8 4.9 5.5 55 5.3 4.3 5.2 5.5 6.3 6.4 5.6
4.3 4.3 3.3 4.6 5.2 5.3 5.1 4.2 4.9 5.0 6.0 6.3 5.2
4.2 4.1 3.0 4.5 5.0 52 5.0 4.2 4.7 4.7 5.8 6.4 5.0
4.1 4.0 2.9 4.5 4.9 5.2 5.1 4.0 4.7 4.7 5.8 6.5 5.1
Gross return ? on investments
1927 . 4.7 5.1 5.1 5.0 4.9 4.0 4.1 4.3 4.6 3.9 4.3 3.4 41
1928, __ 4.7 4.9 5.0 5.0 5.0 4.1 4.2 4.6 4.6 4.2 4.3 3.5 4.3
1929 4.7 4.8 4.9 5.2 5.0 4.1 4.0 4.4 4.7 4.4 4.4 3.9 4.2
1930 4.5 4.8 4.5 5.1 4.8 4.1 4.0 4.4 4.6 4.4 4.4 3.7 4.4
1931 4.1 4.3 3.9 4.7 4.6 3.8 3.8 3.8 4.3 4.3 4.2 3.4 4.0
1932. 3.9 4.0 3.7 4.4 4.3 3.6 3.7 3.7 3.9 4.4 4.0 3.5 3.8
1933. 3.5 3.6 3.5 4.0 3.8 3.5 3.2 3.0 3.5 4.0 3.4 3.3 3.6
1934. 3.3 3.6 3.0 3.9 3.7 3.4 3.4 2.9 3.3 3.8 3.4 3.3 3.5
1935. 2.8 3.0 2.3 3.7 3.3 3.1 3.0 2.4 3.1 3.1 3.0 2.9 3.1
1936, el 2.6 3.0 2.2 3.5 3.1 2.8 2.9 2.3 2.7 2.9 2.6 2.9 2.8

1 Interest and discount.
¢ Interest and dividends.

Source of basic figures from which percentages were computed: FEDERAL RESERVE BULLETIN.
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TABLE XVI——NET ANNUAL RATES oF Loss oN LOANS AND ON INVESTMENTS oF MEMBER BANKS, BY FED-
ERAL RESERVE DisTrRICTS, 1927-1936

[Figures in percentages)

T
i Federal Reserve districts
All
Calendar year I]r;ember - San
anks New Phila- | Cleve- | Rich- : St. Minne- | Kansas
Boston | vk | delphia | land | mond |Atlanta)Chicago) o | ool | “City | Pallas Fc‘{sac%'
Net loss! on loans
.4 .5 .3 .3 .4 .6 7 .4 .4 .8 1.0 .9 .5
.4 .6 .2 .4 .3 .5 .8 .3 .4 .8 7 .8 .4
.4 .5 .4 .3 .3 .6 .9 .5 .4 .7 .6 .8 .3
7 .7 .8 .6 .5 .6 1.3 .5 .5 .6 .8 1.3 .5
1.2 1.0 L5 1.2 .7 1.3 1.7 1.1 .9 .9 15 2.1 .6
2.3 1.8 3.1 2.3 1.5 1.6 1.3 2.2 1.3 1.8 2.5 2.8 1.3
3.1 3.4 2.7 2.6 2.5 3.1 3.1 6.2 3.2 2.8 3.3 4.2 1.9
3.3 2.8 3.7 3.2 3.5 3.1 3.2 3.4 2.7 4.3 3.1 3.3 2.3
15 1.0 1.7 2.2 1.3 15 1.4 1.6 1.1 1.3 1.6 1.3 1.2
.9 1.0 .8 1.4 1.2 .6 .9 L0 .3 .2 .2 .4 1.2
Net loss? on investments

+.8 =+.6 “+1.1 +1.0 +.7 —+.6 +.4 +.8 —+.7 4.2 +.3 +.3 +.7
+.5 +.6 4.6 4.8 4.6 +.3 4.4 4.6 +.5 B S U +.1 4.6
_____ 1.8 4.2 +.3 +.2 .2 .1 +.1 —+.1 .1 .2 .1 4.2
.2 .2 .7 P 2 S, .2 .3 4.3 .3 .1 .2 E 2 PSR
1.5 1.8 1.8 2.5 1.7 1.8 1.3 1.0 1.7 1.0 1.0 7 .4
2.1 2.8 2.0 4,2 1.9 2.4 1.0 2.3 1.6 2.6 1.0 .8 .6
2.2 2.4 2.8 2.2 1.3 3.0 1.5 2.6 2.4 3.1 1.0 .h .6
.9 .7 1.3 1.4 1.0 4.1 .1 .4 1.1 1.9 .4 =+.2 .5
+.4 +. 4 +.5 +.1 .1 +.3 4.7 4.4 +.5 4.4 4.6 +1.0 +1.0
+1.4 +1.1 —+1.9 +1.0 +.9 4.8 =+.9 —+1.3 411 +.5 4.6 +.9 +1.2

1 Gross losses on loans less recoveries on loans. e
2 Gross losses on investments less recoveries on investments and profits on securities sold.
3 A plus sign indicates an excess of recoveries and profits on securities sold over gross losses.

Source of basic figures from which percentages were computed: FEDERAL RESERVE BULLETIN,

TABLE XVII—NET ANNUAL RATES OF RETURN ON LOANS AND ON INVESTMENTS OF MEMBER BANKS, BY
FEDERAL RESERVE DISTRICTS, 1927-1936

[Figures in percentages])

Federal Reserve districts
Al
Calendar year nﬁem]l)er N Phil a Rich ot i - San
anks ew ila- eve- ich- : . inne- ansas
Boston | york | delphia| land | mond |Atants|Chicago| pone | anolis | City | Delles Fc‘irs?ég-
Net return! on loans
5.1 4.5 4.4 5.1 5.4 5.4 5.6 5.0 5.4 5.5 5.7 6.2 5.5
5.3 4.8 5.0 8.1 5.6 5.6 5.6 5.2 5.5 5.6 6.1 6.2 5.8
5.7 5.6 5.5 5.5 5.8 5.5 5.7 5.5 5.8 6.1 6.4 6.6 6.0
4.7 4.5 3.8 4.8 5.3 5.2 4.8 5.1 5.1 5.9 6.0 5.7 5.6
3.7 3.8 2.6 4.0 4.7 4.3 4.1 3.5 4.4 5.1 5.0 4.5 5.3
2.8 3.2 1.3 2.8 4.0 3.9 4.4 2.7 4.3 4.1 4.0 3.8 4.4
1.6 1.2 1.1 2.3 3.0 2.4 2.2 2—-1.9 2.0 2.7 3.0 2.2 3.7
1.0 L5 2—.4 1.4 1.7 2.2 1.9 .8 2.2 7 2.9 3.0 2.9
2.7 3.1 1.3 2.3 3.7 3.7 3.6 2.6 3.6 3.4 4.2 5.1 3.8
3.2 3.0 2.1 3.1 3.7 4.6 4.2 3.0 4.4 4.5 5.6 6.1 3.9
Net return? on investments
5.5 5.7 6.2 6.0 5.6 4.6 4.5 5.1 5.3 4.1 4.6 3.7 4.8
5.2 5.5 5.6 5.8 5.6 4.4 4.6 52 5.1 4.3 4.3 3.4 49
4,7 3.0 5.1 5.5 5.2 3.9 3.9 4.5 4.8 4.3 4.2 3.8 4.4
4.3 4.6 3.8 4.8 4.8 3.9 3.7 4,7 4.3 4.5 4.2 3.9 4.4
2.6 2.5 2.1 2.2 2.9 2.0 2.5 2.8 2.6 3.3 3.2 2.7 3.6
1.8 1.2 1.7 .2 2.4 1.2 2.7 14 2.3 1.8 3.0 2.7 3.2
1.3 L2 N 1.8 2.5 .5 1.7 .4 11 .9 2.4 2.8 3.0
2.4 2.9 1.7 2.5 2.7 3.3 3.5 2.5 2.2 1.9 3.0 3.5 3.0
3.2 3.4 2.8 3.8 3.2 3.4 3.7 2.8 3.6 3.5 3.6 3.9 4.1
4.0 4.1 4.1 4.5 4.0 3.6 3.8 3.6 3.8 3.4 3.2 3.8 4.0

! Interest and discount, less net losses or plus net recoveries.
2 Deficit. . .
3 Interest and dividends, less net losses or plus net recoveries.

Source of basic figures from which percentages were computed: FEDERAL RESERVE BULLETIN,
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