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Strong gaing in holdings of real estate and automobile
loans made up the bulk of the change in outstanding
loans, increasing about 18 and 21 percent, respec-
tively. The largest category of loans, commercial and
industrial, rose 10.5 percent to $4 billion. The rate of
return earned on loans averaged 8.7 percent in 1976

Income from securities posted an increase of
17 percent in 1976. Whereas the 18 percent increase
in this source a year earlier was fairly evenly distrib-
uted across security classes, interest on U.S. Treasury
securities comprised the bulk of the gain in securities
income in 1976. Interest earned on Treasury securities
increased 36 percent in 1976. Holdings of U.S. Treas-
ury securities increased 12 percent with average yields
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on these securities rising from 6.7 percent to 6.9
percent.

Income derived from obligations of other U.S. Gov-
ernment agencies and Government corporations
posted an increase of 7 percent. These securities, the
mafority of which were held in one- to five-year ma-
turities, eamed an average yield of 7.5 percent. In-
terest earned on obligations of states and political
subdivisions rose 6 percent. These securities, which
earned a 5 percent rate of return, were held primarily
in one- to ten-year maturities.

The above gains in income were partially offset by
a decline in income from Federal funds sold and
securities purchased under resale agreements. This
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source of income, which fell 16 percent in 1976, pri-
marily reflected a decline in the Federal funds rate.
The rate averaged 5.1 percent last year, compared to
5.8 percent in 1975, However, this decline amounted
to only $16 million as total income from TFederal
funds sold and securities purchased under resale
agreements represented only 4.6 percent of total
operating income.
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Operating expenses of FEighth District member
banks rose 12 percent in 1976 to $1,511 million, com-
pared to little change the year before. Greater outlays
for interest paid on time and savings deposits, pro-
vision for loan losses, and employee salaries made up
almost 80 percent of the rise in expenses.

Interest paid on time and savings deposits repre-
sented the largest expense of District member banks,
amounting to $680 million in 1976. Outlays for such
deposit interest rose 11 percent in 1976, compared to
an increase of 4.3 percent a year earlier. Total time
and savings deposits on which the interest is paid
increased 11 percent in 1976 to $12.4 billion. These
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deposits represented half of all Habilities. Total de-
mand deposits, on the other hand, increased 4 percent
in 1976 and represented 38 percent of total Habilities.

Provision for loan losses increased 23 percent in
1976 to $68 million, following a jump of 48 percent in
19753, Increases in the loan loss reserve account also
ocowrred as a result of recoveries from loans previ-
ously written off, and additions from mergers. These
sources added $20 million to such reserves, bringing
the total to $88 million. Losses charged to the fund in
1976 amounted to $80 million, so that on balance,
reserves on loans increased $8 million or 6.6 percent.

Salaries and employee benefits increased 17 per-
cent in 1976 to 3332 million. The average amount paid
increased from $8480 to 310,481 per employee and
the number of employees declined 5.2 percent, as
banks continued to automate banking transactions and
increase output per worker.

The rise in operating expenses was offset somewhat
by a 7 percent decline in interest paid on Federal
funds purchased and securities sold under repurchase
agreements. Outlays for Federal funds purchased,
which represented 6 percent of operating expenses,
declined 38 million in 1976, reflecting the lower aver-
age rate of interest charged for these funds.
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Fighth District member bank income before income
taxes and securities gains or losses totalled $249 mil-
lion in 1976, an increase of 3.2 percent over 18975.
Income taxes totaled $42 million, slightly less than the
amount paid a year earlier. Securities gains and other
credits, net of taxes, substantially helped earnings,
adding over -$8 million to income. After such adjust-
ment, net income of member banks increased 9 per-
cent in 1976 to $215 million.

The average return on equity capital in 1976 in-
creased to 12.8 percent from 11.2 percent in 1975, The
rate of return on equity capital ranged from 9.6 per-
cent for banks with assets of $300 million and over to
13.6 percent for banks with assets between $25 and
$50 miilion in assets.”

Member bapks paid dividends on common and pre-
ferred stock of $73 million, a 3 percent increase over

2averages for groups of banks are unweighted averages of
operating ratios of individual banks. Income and balance sheet
items used in constructing these ratios are averages of the
fizures from the Reports of Condition for March 31, fune 30,
September 30, and December 31, 1976 and the Report of
Income for 1976, the components of which include both
domestic and foreign subsidiaries of member banks.
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those paid in 1975, Fifty percent of the banks paid  paying the largest proportion of net income in
dividends ranging from 12 to 30 percent of net  cash dividends and the smallest banks the lowest
income, with the largest banks, in terms of assets,  proportion.
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