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SELECTED OPERATING RATIOS OF MEMBER BANKS  
ELEVENTH  FEDERAL RESERVE DISTRICT

To Member Banks of the

Eleventh Federal Reserve District:

Selected operating ratios o f m em ber banks in the Eleventh Federal Reserve D istrict fo r  the first h alf 
o f  1951, w ith  com parative figures fo r  the first half o f  1950, are presented on the inside pages o f  this 
letter. The nine ratios shown in the statem ent are the unweighted averages o f  ratios o f  individual banks 
com puted from  data taken from  the reports o f  condition and o f  earnings as reported on the June 30, 1950, 
and June 80, 1951, call dates. The ratios fo r  your bank have been entered on th is confidential report, 
additional copies o f  w hich will be furnished upon request.

Ratios o f  interest on G overnm ent securities to total earnings averaged som ew hat lower at banks in 
m ost deposit size-groups during the first h alf o f 1951 than in the com parable period o f  1950. Banks 
reporting deposits w ithin  the range o f  $2,000,000 to $9,999,000, how ever, showed slight increases. The 
decrease in the relative im portance o f  earnings from  Governm ents as a source o f  incom e is attributable 
to the substantially greater increase in earnings from  loans and discounts, since interest on Governm ent 
securities showed an increase o f  approxim ately 1 percent.

A verages o f  ratios o f  interest and discount on loans to total earnings w ere h igher in the first 
6 m onths o f  1951 than in the com parable period o f  1950 fo r  banks in all size-groups except the $2,000,000- 
$4,999,000 deposit category. In the first h a lf o f  this year, 79.7 percent o f the total earnings o f  banks 
with deposits o f  less than $500,000 was derived from  interest and discount on loans. On the other hand, 
this source o f  earnings accounted fo r  53.8 percent o f  the total earnings o f  banks having deposits o f  
$50,000,000 to  $99,999,000. A n  increase o f  17 percent in interest and discount on loans during the first 6 
m onths o f  1951 as com pared w ith the same m onths in 1950, reflecting the m uch larger loan volum e and 
slightly h igher level o f  rates, accounts fo r  the increased relative im portance o f  this source o f  incom e.

Salaries and wages o f  officers and em ployees absorbed a larger share o f  the earnings o f  banks in m ost 
size-groups in the first half o f  1951 than in the first half o f  1950, continuing the trend that has been in 
evidence during the initial 6 m onths o f  each year since 1948.

A lthough  net earnings from  current operations o f  all banks in the D istrict during the first 6 m onths 
o f  1951 w ere 11 percent h igher than during the com parable period in 1950, net profits were 7 percent 
low er as a result o f  larger net charge-offs, transfers, and taxes. Consequently, ratios o f  net profits a fter 
incom e taxes to total capital accounts averaged lower fo r  all except the tw o sm aller deposit size-groups. 
A lso  contributing to th is result were som ew hat larger capital accounts.

Ratios o f  cash assets to total deposits increased at the larger banks during the latest reporting period 
but decreased at the smaller banks, while the ratios o f  United States G overnm ent securities to total 
earning assets decreased substantially at banks in each size-group.

Y ours very  truly,

R. R. G ILB ER T

President

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)



Selected Operating ̂ os of Member Banks
E L E V E N T H  FEDE^ RESERVE D ISTR IC T 

JA N U A R Y -J K gB l A N D  1950

Number of banks in group
RATIOS TO TOTAL EARNINGS

1. Interest and dividends on:
a. Government securities...............................
b. Other securities..........................................

2. Interest and discount on loans.......................
3. Salaries and wages..........................................

RATIOS TO TOTAL CAPITAL ACCOUNTS
4. Net current operating earnings

before income taxes................................
5. Net profits after income taxes.......................

RATIOS TO TOTAL DEPOSITS
6. Cash assets.......................................................
7. Total capital accounts....................................

RATIOS TO TOTAL EARNING ASSETS
8. U. S. Government securities..........................

YOUR BANK

1951 1950
Under $500

1951 1950
23

10.5
3.0

79.7
33.4

7.5
6.0

38.4 
16.8

28.5

20

$500 - $999
1951

11.3
3.5

78.9
32.5

8.4
5.1

42.4
15.2

35.6

56

13.6
4.7

73.5
32.4

8.8
6.7

34.6
12.3

34.5

1950
61

16.1
4.4

70.9
32.0

9.0
6.3

36.8
11.1

36.7

$1,000 -$1,95^0 -$4,999
i l fKS WITH JUNE 30 DEPOSITS (in thousands of dollars)"

1951
136

18.7
5.7

65.2
33.2

9.0
6.1

32.0
9.3

20.1*4 
5.9 2 

63.0 
31.5^

1950

JZjL 219

21.2
6.4

60.7
30.4

9.6 p 11.0
6.^4 7.7

32.8.1 32.2
8.81 7.1

I
42.3 47.5^ 50.4

$5,000 - $9,999
1951

103

20.7
5.9

60.3
31.2

11.2
6.4

30.5
6.8

44.5

1950
102

20.5
6.2

59.9
29.9

11.8
7.0

29.9
6.0

51.2

$10,000-$24,999
1951

49

22.3 
5.6

56.0
32.3

9.4 
4.6

31.9
6.4

47.4

1950
51

22.7 
6.1

55.1
30.8

10.1
6.3

31.8
6.1

51.5

$25,000-$49,999
1951

23

23.4
5.4

58.0
29.2

9.5
3.9

32.9
6.2

45.0

1950
24

24.4
5.1

55.8
28.9

9.6 
6.3

31.4
5.6

50.3

$50,000-$99,999
1951

12

26.1
2.6

53.8
30.3

10.4 
5.6

31.8
5.4

48.5

1950
10

28.3
2.4

51.9
30.6

8.6
5.8

31.4
5.0

57.2

$100,000  and over
1951

12

18.9 
5.1

60.9 
24.7

8.4
4.0

33.9
6.7

37.5

1950
12

24.7 
4.2

55.3
24.8

7.5
4.3

32.9
6.2

46.0

All banks
1951
630

20.2
5.6

62.5
32.1

9.6
6.1

32.0
8.4

43.8

1950
625

20.5 
5.8

61.9
30.6

10.3
6.9

32.7
7.7

48.2

1.
a.
b. 
2. 
3.

4.
5.

6.
7.

8.

E X P L A N A T IO N

The basic data used in the com pilation o f  the ratios w ere taken fro m  reports fu r 
nished b y  m em ber banks. The asset and liability item s w ere taken from  m em ber bank 
condition reports o f  June 30, 1951, and June 30, 1950. E arnings and expense item s are 
the am ounts reported by  m em ber banks fo r  the first 6 m onths o f  each year.

Banks w ere grouped according to the am ount o f  their tota l deposits at the end o f  
June o f  each o f  the 2 years. Group ratios are expressed in percentages and are averages 
o f  the ratios o f  the individual banks. This procedure prevents the data fo r  the larger 
banks in a group from  exercising an undue influence on the ratios o f  the group and on 
the ratios fo r  all banks. Inasm uch as there should be about as m any banks above the 
average as there are below  it, the group averages should not be considered as stand
ards”  o f  perform ance. It  is not im portant that the ratios o f  your bank con form  to  the 
average, but it is im portant to know  the reasons fo r  the differences.

R atio  N o. la — Interest on Governm ent securities to  total earnings
The ratio is com puted by  dividing total earnings into earnings from  interest on 

Governm ent securities and show s the percentage o f  total earnings derived from  that 
source o f  income.

R atio N o. lb — Interest and dividends on other securities to total earnings
The ratio is com puted b y  dividing total earnings into earnings from  interest and 

dividends on other securities and shows the percentage o f  tota l earnings derived from  
other security holdings.

R atio  N o. 2— Interest and discount on loans to  total earnings
The ratio is com puted by dividing total earnings into earnings from  interest and 

discount on loans and show s the percentage o f  total earnings derived from  interest and 
discount on loans.

R atio  N o. 3— Salaries and w ages to tota l earnings

The ratio is com puted by  dividing total earnings into the am ount spent on salaries 
and w ages o f  officers and em ployees and show s the percentage o f  total earnings absorbed 
by  the paym ent o f  all salaries and wages. Ordinarily, this is the largest item  o f  expense 
at m em ber banks. The ratio tends to decline as the size o f  the bank increases.

R atio N o. 4— N et current operating earnings to  total capital accounts

The ratio is com puted by dividing total capital accounts (capital, surplus, undivided 
profits and reserves, including retirem ent account fo r  preferred  capital) into net current 
operating earnings and show s the rate o f earnings on total capital accounts fo r  the first 
6 m onths o f  1951 com pared w ith the first 6 m onths o f  1950.

R atio No. 5— N et profits a fter  incom e taxes to total capital accounts

The ratio is com puted by dividing total capital accounts into net profits a fter  income 
taxes. It is sim ilar to ratio No. 4, except that adjustm ent has been m ade fo r  losses and 
recoveries and fo r  the paym ent o f  incom e taxes.

R atio No. 6— Cash assets to  tota l deposits

The ratio is com puted by d ividing total deposits into cash assets (item  1 in the 
call report, which includes cash, balances w ith other banks including reserve balances 
and cash item s in process o f  collection ). The ratio shows the percentage o f  total denosits 
held in the form  o f  cash assets.

R atio No. 7— Total capital accounts to total deposits

The ratio is com puted by  d ividing total deposits into total capital accounts 
shows total capital accounts as a percentage o f  total deposits

-u n u e a  o ia ie s  iiovernm em  securities to  total earning assets

0+ ratio is com puted by  dividing total earning assets into holdings o f  United
btates G overnm ent securities. In this study, total earning assets include all loans and 
all types o f  security holdings.




