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EXPLANATION Ratio No. 4—Net current operating earnings to total capital accounts

The basic data used in the compilation of the ratios were taken from reports fur
nished by member banks. The asset and liability items were taken from member bank 
condition reports of June 30, 1950, and June 30, 1949. Earnings and expense items are 
the amounts reported by member banks for the first 6 months of each year.

Banks were grouped according to the amount of their total deposits at the end of 
June of each of the 2 years. Group ratios are expressed in percentages and are averages 
of the ratios of the individual banks. This procedure prevents the data for the larger 
banks in a group from exercising an undue influence on the ratios of the group and on 
the ratios for all banks. Inasmuch as there should be about as many banks above the 
average as there are below it, the group averages should not be considered as stand
ards” of performance. It is not important that the ratios of your bank conform to the 
average, but it is important to know the reasons for the differences.
Ratio No. la—Interest on Government securities to total earnings

The ratio is computed by dividing total earnings into earnings from interest on 
Government securities and shows the percentage of total earnings derived from that 
source of income.
Ratio No. lb__Interest and dividends on other securities to total earnings

The ratio is computed by dividing total earnings into earnings from interest and 
dividends on other securities and shows the percentage of total earnings derived from 
other security holdings.
Ratio No. 2—Interest and discount on loans to total earnings

The ratio is computed by dividing total earnings into earnings from interest and 
discount on loans and shows the percentage of total earnings derived from interest and 
discount on loans.
Ratio No. 3—Salaries and wages to total earnings

The ratio is computed by dividing total earnings into the amount spent on salaries 
and wages of officers and employees and shows the percentage of total earnings absorbed 
by the payment of all salaries and wages. Ordinarily, this is the largest item of expense 
at member banks. The ratio tends to decline as the size of the bank increases.

The ratio is computed by dividing total capital accounts (capital, surplus, undivided 
profits and reserves, including retirement account for preferred capital) into net current 
operating earnings and shows the rate of earnings on total capital accounts. Because this 
report covers earnings for a half year only and because total capital accounts of most 
banks remain relatively fixed through the year, the ratio of net current operating earn
ings to total capital accounts shown in this report is smaller than for the full year 1949.

Ratio No. 5—Net profits after income taxes to total capital accounts
The ratio is computed by dividing total capital accounts into net profits after income 

taxes. It is similar to ratio No. 4, except that adjustment has been made for losses and 
recoveries and for the payment of income taxes.

Ratio No. 6—Cash assets to total deposits

The ratio is computed by dividing total deposits into cash assets (item 1 in the 
call report, which includes cash, balances with other banks including reserve balances 
and cash items in process of collection). The ratio shows the percentage of total deposits 
held in the form of cash assets.

Ratio No. 7—Total capital accounts to total deposits

The ratio is computed by dividing total deposits into total capital accounts and 
shows total capital accounts as a percentage of total deposits.

Ratio No. 8—-United States Government securities to total earning assets

The ratio is computed by dividing total earning assets into holdings of United 
States Government securities. In this study, total earning assets include all loans and 
all types of security holdings.




