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Earnings

Fifth District earnings performance im-
proved during the quarter and represented
0.53% of average assets versus a return of
0.12% for the same quarter of the previous
year.

ﬁ Positive factors influencing improved earn-
ings include declines in loan loss provisions
and improvements in noninterest income,
specifically gains on loan sales. The net
interest margin improved a marginal 7 basis
points year over year, primarily because of a
continued decline in the cost of funds.

Liquidity and Non-Core Funding

Liquidity positions across the District ap-

pear strong, as evidenced by a reduction in
loan volume, from 68.6% to 66.5% of total

ﬁ assets, and growth in deposits, particularly
nonmaturity (demand and money market)

deposit accounts.




Balance Sheet

Fifth District balance sheet growth leveled
out during the first quarter of 2012, with
the median state member bank experienc-
ing annual growth of 2.3%. While loan
volume declined as a percentage of total
footings, institutions evidenced an increase
in investments and cash balances. On the
funding side, while nonmaturity deposits
increased as a percentage of assets from
41.8% to 45.8% year over year, borrowings
and purchased funds fell from 6.2% to 5.3%
of assets.

Credit Quality

Loan losses continued to decline during the
quarter. While noncurrent loans fell from
4.38% to 3.89% year over year, nonperform-
ing loans remained substantially higher
than historical levels. Reductions in credit
losses (from 1.19% to 0.81% year over year)
over recent quarters have allowed institu-
tions to reduce provisioning.




Capital
Fifth District capital levels have been below
the national median since the previous
recession, but ratios began increasing
in 2010 and steadily improved over the
course of 2011 and into the first quarter
ﬁ of 2012. Total risk-based capital ratios at
Fifth District institutions evidenced slight
Improvement year over year from 14.25%
to 14.72%, partially because of increased
earnings retention and the shift into assets
with lower risk weightings.

Source: Consolidated Reports of Condition

and Income.

*Fifth District Community Banks defined as those
with Total Assets under 51 Billion




