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Abstract
This paper explores systemic risk and financial institutions before, during, and after the financial
crisis. It focuses on Bank of America the 2" largest bank in the United States by assets. The paper
includes an introduction to systemic risk and a review of literature on systemic risk. A few
traditional measures of systemic risk will be defined, such as nonperforming loans, return on
assets, return on equity, earnings per share, net interest margin, and capital adequacy ratio. Finally,
the paper will take a look at how these traditional measures specifically relate to Bank of America
from 2006 to 2017. This time period was chosen to show how the risk measures fluctuate before,
during, and after the 2008 financial crisis. This crisis is considered by many to be a time when
systemic risk was relatively high in the banking sector. This study finds that systemic risk can be
evaluated in many different ways. Outside forces also have an impact on systemic risk in the
banking environment. Systemic risk is a financial topic that will only increase in importance as

financial innovation and globalization continue to evolve.



1. Introduction

Systemic risk in banks is an important topic because banks are an integral part of society that
bring users and savers of funds together. Systemic risk is defined by Rimkus (2016) as, the risk
of the failure of a financial system by means of a crisis where providers of capital lose faith in
the users of capital or a medium of exchange. An important attribute of systemic risk is that the
risk that can potentially travel from unhealthy institutions to healthy institutions. Systemic risk
can do this through a transmission channel, such as leverage. This is one reason systemic risk can
be hard to identify and measure. If too much systemic risk is inserted into the banking system,
then it could contribute to the collapse of the whole network to the detriment of society. A recent
example of this is the financial crisis of 2008, which started in the United States and spread to
other parts of the world. The crisis shows that financial institutions are interconnected. A case
study of systemic risk could allow for a greater understanding of this concept.

This paper explores the relationship between financial institutions and systemic risk by
examining the case of Bank of America from 2006 to 2017. Specifically, I look at traditional
indicators of systemic risk, such as nonperforming loans, earnings and profitability ratios, and
capital adequacy. Bank of America is the best example because it is a bank that was able to
navigate the financial crisis and come out successful even with the acquisition of Countrywide
and Merrill Lynch. While it went through a transformation process during a time of regulatory
reform, Bank of America has regained its status as a top tier financial institution. This study will
first report traditional measures of systemic risk by analyzing Bank of America’s financial
statement data. I then evaluate the trends and performance of Bank of America by observing its
stock price as these indicators fluctuate during the specified time period.

There are multiple observations that | found from this study. First, nonperforming loans
can be considered a source of systemic risk for banks. Data shows that Bank of America’s
nonperforming loans rapidly increased as they entered the financial crisis and slowly returned to
healthy levels afterward. Second, Return on Assets and Return on Equity decrease as systemic
risk increases. Both ROA and ROE trended down during the crisis and moved even lower in the
years thereafter, due to acquisitions and legal issues. It was difficult to observe the relationship
between net interest margin and systemic risk due to the federal reserve’s extremely
accommaodative monetary policy. Earnings per share decreased as systemic risk increased in the

financial crisis, but the post crisis earnings have been volatile. Capital adequacy slightly



increases throughout the study, possibly due to the U.S. government and Federal Reserve
intervening to prevent an even larger crisis. These observations were all made retrospectively,
and with the evolving banking environment, the relationships these measures have with systemic
risk may change in the future.

This study contributes to literature on systemic risk of banks in three ways. First, this
case study portrays a clear example of the relationship traditional measures have with systemic
risk over an 11-year period, and that there is not a single variable or indicator to illustrate
systemic risk. Second, it illustrates that outside forces such as the Federal Reserve have an
impact on systemic risk. Lastly, the study is an example of how complex the modern banking
network has become, and that it will only continue to evolve. This study acquaints someone that
IS interested in banks, systemic risk, or the financial crisis to learn one facet of a complex
financial topic.

The rest of the paper proceeds as follows. The second section reviews relevant literature. The
third discusses traditional measures of systemic risk. The fourth summarizes these measures for
Bank of America and its performance. Finally, the paper concludes with closing remarks and
ideas for future research.

2. The literature on Financial Institutions, Systemic Risk, and the Financial Crisis

The main literature related to this case study involves three topics: financial institutions,
systemic risk, and the financial crisis. According to Schwarz (2008), financial institutions are
essential sources of capital. Their failure would constrain capital available and increase its cost.
The most direct consequences of systemic failure are a surge in the cost of capital or a reduction
in the amount of capital available. While banks and finance have faced a lot of scrutiny from the
government and general public, their role in society is invaluable.

There has been a lot of research done on the topic of systemic risk, especially since the
financial crisis. One topic related to systemic risk, is how it interacts with the entire financial
network. The structure of the banking system and interbank liabilities make diversification
complicated. Diversification is a common strategy used to hedge risks. This can be illustrated by
the relationship between systemic risk and a financial network. According to “Systemic Risk and
Stability of financial networks” there are two competing views. Allen and Gale (2000) and

Freixas, Parigi, and Rocket (2000) suggest that a heavier interconnected banking system



amplifies the strength of the system to withstand the insolvency of an individual bank. Allen and
Gale (2000) believe that in a more interconnected financial system, the losses of a bank
experiencing distress are divided among more creditors. This therefore reduces the impact of
negative shocks to all institutions in the system. The contending view suggests that the higher
interconnection could be contradictory and a source of systemic failure. Viver-Lirimont (2006)
argues that an increase in a bank’s counterparties, increases the possibility of a systemic collapse.
This is just one example of how the complexity of systemic risk can breed opposing views.

The last area of interest is the financial crisis itself. The crisis directly influenced the
transformation that has taken place in the post financial crisis banking environment. Borio (2003,
2006) notes that regulation was primarily focused on the soundness of an individual bank. Now
regulators have started to focus on the stability of the entire banking system. This is often called
the macro-prudential perspective. A good example of this would be the Financial Sector
Assessment Program, an international effort by the International Monetary Fund (IMF) and
World Bank with the end goal of boosting efforts to promote the stability of financial systems

within their member countries (Huang, Zhou, and Zhu (2009)).

3. Traditional indicators of Systemic Risk

Traditionally, systemic risk has been measured by analyzing the balance sheet, as well as
applying certain ratios like return on assets or return on equity, to indicate whether systemic risk
is rising or falling. No market-based measures of systemic risk have been used in this study
because the case study takes place in a time of crisis, so the market measures may not be
accurately indicative of value. | will first go over some measures including non-performing
loans, earnings and profitability ratios, capital adequacy, and how they play a role in systemic

risk.
3.1 Nonperforming loans (NPL)

According to Das (2017), a loan is typically deemed a non-performing loan (NPL) or “bad
debt” when a borrower has not made an agreed upon payment on the principal or interest within
90 days. However, a loan can be non-performing before 90 days have passed under
circumstances that indicate that the debtor is unlikely to pay back the creditor. The discretionary

nature of “unlikely to pay” can have different implications depending on market and jurisdiction.



Performing loans are needed for a bank to issue new loans and profit. NPLs require a bank to set
aside capital and hinder banks’ ability to issue new loans and therefore hinders their profitability.

Both macro-related factors and factors specific to the bank contribute to an increase or
decrease in NPL’s. NPL’s are anti-cyclical because as the economy and Gross Domestic Product
(GDP) grows, the ability of debtors to repay creditors increases. It is logical to assume that as the
unemployment rate goes up, more people will be unable to repay their debt. There is not a clear
pattern for all macro factors. For example, when inflation increases, the amount of real debt
owed decreases, but the real income of the borrower is also reduced. In theory, they may cancel
each other out. The bank-specific factors that affect NPLs involve management and their profit
maximization strategy. If the bank decides to ease lending standards to make a higher profit, this
could impair the quality of the loans. Management must also find a balance between low and
high cost efficiencies.

There are generally three main strategies associated with the management of NPLs according
to (Das 2017). First, the on-balance sheet approach allows the bank to protect part of the
portfolio through external guarantees or the creation of an internal bad bank. This approach
allows for quick implementation but is complex and offers limited outside investor interest.
Another approach is the off-balance sheet approach in which a bank attempts to recycle the
NPLs using arm’s length transactions at fair value to entities not on their balances sheet but often
funded by the bank. This allows NPLs to be removed entirely from the balance sheet, but the
operation can be complex and there can be unfavorable transaction costs. The last approach, the
passive rundown, involves the bank keeping the NPLs on its books and managing the problem
internally. Overall, banks and regulators should consider NPLs a source of systemic risk. An
increase in NPLs within a bank or banking system will have a positive correlation with systemic
risk.

3.2 Earnings and Profitability

Earnings and profitability are important to all internal and external stakeholders. Several key
ratios such as Return on Assets (ROA) and Return on Equity (ROE), as well as Earnings per
Share (EPS) and Net Interest Margin (NIM), can offer insights into systemic risk within a bank

or banking system.



3.2.1 Return on Assets (ROA)

Gallo (2017) explains return on assets (ROA) in plain terms, as the ultimate indicator of
return on investment. It reveals what percentage of dollars invested is returned as a profit. Itisa
simple overall high-level number that can help one understand how profitable a company’s

assets are. The calculation is as follows:
Return on Assets = (Net Income / Total Assets)

The major assets of a bank are loans to individuals, businesses, and other organizations,
as well as any securities that it owns. A bank is able to obtain such assets due to capital from
shareholders, depositors, and money that is borrowed from other banks. A bank cannot use all of
its assets to generate income. Because of required reserves, cash must be available for customers.
Because of leverage a bank’s ROA is typically much lower than their ROE. Leverage is the
concept of using borrowed funds to increase possible return on investment. As ROA decreases

like it did prior to and during the financial crisis, systemic risk logically increases.
3.2.2  Return on Equity (ROE)

Return on equity is used to show what percentage of a profit is made for every dollar of
shareholders’ equity invested in the company. The profitability metric indicates how effectively
a corporation uses a key source of capital namely, funds from shareholders. ROE can be used to
compare companies within the same industry; for example, the average ROE in the first half of
2017 for the banking industry was 9.75% (Maverick (2017)). The higher the ROE, the more
productive the corporation is using the resources provided by shareholders to increase profits and
then return them to the shareholders. One problem with the ROE calculation occurs if the bank
has a disproportionate capital structure. This could lead to a high ROE due to a large percentage
of debt and small percentage of equity. Just like ROA as ROE increases, systemic risk will likely

decrease and vice versa. The calculation is as follows:
Return on Equity = (Net Income / Shareholder Equity)
3.2.3 Earnings per Share (EPS)

Earnings per share is a common performance metric that equity research analysts model

and predict before a bank reports its earnings. It allows one to look at firms’ profits on a cost



share basis, which is important when analyzing a company from a fundamental standpoint. Itis
an important determinant for stock prices but perhaps not as helpful for identifying systemic risk.
EPS can be manipulated due to GAAP accounting rules, as well as management decisions. The
systemic risk and earnings per share have a complicated relationship, but in general as EPS

increases, the level of systemic risk should be decreasing. The basic calculation for EPS is:
Earnings Per Share = (Net Income — Dividends on Preferred Stock) / Average Outstanding shares
3.2.4 Net Interest Margin (NIM)

Net interest margin is a profitability metric specific to banking. As the margin widens, the
bank profitability will increase and vice versa. Constable (2017) explains net interest margin in
simple terms: the difference between what a bank spends to receive deposits and other funds, and
what it makes lending. When net interest margin is negative it shows that the bank has not used
its funds efficiently, because the expenses are greater than the returns. Net interest margin tends
to decrease before recessions when systemic risk is historically pretty high and then increases
towards the end of the recession. One could possibly infer that as net interest margin decreases
systemic risk increases because banks are not using their funds as efficiently, or risk factors have
increased that had an adverse effect on the banks. The calculation for net interest margin is:

Net Interest Margin = (Investment Returns — Interest Expenses) / Average Earning Assets
3.3 Capital Adequacy

Capital adequacy can be portrayed in ratios that help give an understanding to systemic risk
of a bank. The capital adequacy ratio (CAR) is one of those ratios, but there are other ways, as
well. The Federal Reserve performs stress tests that evaluate the credit, market, and liquidity risk
of the financial institution. These tests were not implemented until after the financial crisis in
2008.

3.3.1 Capital Adequacy Ratio (CAR)

Capital Adequacy Ratio (CAR) measures a bank’s capital compared to its risk weighted
credit exposures. The ratio is used to protect depositors as well as promote banking efficiency
and stability across the financial network. Banks are required to have a minimum CAR because it

gives the bank a margin of error to take losses before becoming insolvent, and in turn creating



losses on depositors’ funds. If suppliers of capital experienced losses that would lead to
decreased confidence in financial institutions and markets. An example of this is the bank runs
during the beginning of the Great Depression. When calculating CAR, two types of capital are
used, tier one and tier two capital. The main distinction between the two is that tier one capital is
able to absorb losses without the bank being required to stop trading; tier two absorbs losses in
the case of liquidation or winding up. Tier two is used to cushion losses if all of tier one capital
has been wiped out. The relationship between systemic risk and the CAR is an inverse
relationship. For example, as CAR increases, the greater level of unexpected losses the particular
bank can absorb before becoming insolvent increases. In most cases, when a bank increases
capital distancing itself from insolvency, systemic risk is decreasing. The calculation for CAR is

as follows:
Capital Adequacy Ratio = (Tier One Capital + Tier Two Capital) / Risk Weighted Assets
4. Bank of America’s Performance

Naturally, if a bank is publicly traded, we quantify its performance by looking at the bank’s
stock price. The stock price of Bank of America, and the traditional measures mentioned earlier
could determine if there is an underlying trend. By looking at pre, during and post stages of the
financial crisis we will be able to evaluate measures during a time where there was an unusually
high level systemic risk in the U.S. banking system. The collapse of Lehman Brothers, fire sale
of Bear Sterns, and Bank of America’s eventual acquisition of Merrill Lynch, all provide
evidence that the financial crisis was a time of concentrated systemic risk.

4.1 Bank of America’s Nonperforming Loans

During 2006 the first year of the study, Bank of America’s nonperforming loans as a
percentage of total assets are fairly low at 0.13%. Even today we have not seen percentages this
low, but that may have to do with the growth that has taken place in the bank. In 2007, we start
to see a substantial increase compared to 2006, as nonperforming loans to total assets expands to
0.34%. This is a troubling prelude to the financial crisis. During the financial crisis, the time
period deemed to have the highest amount of systemic risk in the study, we see NPLs as a
percent of total assets grow exponentially, growing 233% year over year between 2007 and

2008. As the post financial crisis period begins, NPLs as a percentage of total assets peak at



1.80% in 2009. As the post crisis period continues, we see a very gradual decrease in NPLs
while total assets have been fairly steady. It is now 9 years after the financial crisis, and NPLs
have still some room to decline until they reach the levels we observed in 2006. Nonperforming
loans are an inevitable part of bank assets, and so as the total asset base grows like Bank of
America’s did over 11 years, it is only natural to see slight growth in nonperforming loans.
Charts of Bank of America’s total assets and nonperforming assets as a percentage of total assets

are show in Figure 1 and 2.
<Insert Figures 1 and 2 here.>
4.2 Bank of America’s Return on Assets

As shown in Figure 4, in 2006 before the financial crisis Bank of America’s ROA was higher
than we have seen it in the past 10 years at a little over 1.50%. Starting in 2007 ROA starts to
deteriorate when it decreases 38.57% year over year. ROA hits an extreme low in 2010 at
negative 0.09%. This is partly because Bank of America acquired Countrywide in 2008, and
Merrill Lynch in 2009. While these may have been cheap acquisitions they did not come without
lawsuits and fines to deal with. In addition, stricter regulation after the mortgage industry had
devastated the banking sector and restricted growth. If you look at the income statement under
the unusual items section in 2010 there is a charge of $1.82 billion related to merger and related
restructure costs and a charge of $12.4 billion related to goodwill impairment. These costs have
the end result of Bank of America having a negative net income in 2010, this is the only yearn in
the study that this occurs. All banks were in recovery mode after the financial crisis, so it is not
unusual to see this downturn in ROA. Since 2012, ROA has been positive and has slowly made
its way to 0.82% in 2017.

<Insert Figure 4 here.>
4.3 Bank of America’s Return on Equity

In Figure 5 provided below it is easy to spot the steep descending trend occurring for ROE
prior and during the financial crisis. The study’s peak is in the beginning of 2006, with a 17.85%
return on equity. During the financial crisis we see ROE go from 10.62% in 2007 to 2.47% in
2008, a 76.74% decrease year over year. Then ROE bottoms out in 2010 at negative 0.97%. This

is partly due to unusual items and expenses relating to acquisitions that are mentioned in section

10



4.2. In 2012, ROE returns positive, but ROE for the year 2017 was only 6.8%, a little more than

a third of what we observed before the financial crisis.
<Insert Figure 5 here.>
4.4 Bank of America’s Earnings per Share

Earnings per share shows a similar trend that other indicators have shown. In Figure 6, we
see the largest decrease in EPS during the financial crisis. EPS goes from $3.32 in 2007 to $0.54
in 2008, an 83.73% decrease. Then, there is much volatility in the earnings as Bank of America
works its way through the financial crisis while being involved in a multitude of lawsuits and
evolving its business model with the new acquisitions. We see negative EPS in 2009 of $0.29
and in 2010 of $0.37 respectively. The 2009 negative EPS is primarily due to line item
“preferred dividends and other adjustments” which is an outlier that year totaling at $8.49 billion.
The 2010 negative EPS is primarily due to goodwill impairment and restructuring costs that
result in a negative net income. EPS returns positive in 2011, but we have not seen earnings
reach pre-crisis level yet. In 2017 EPS was a $1.63. less than half of 2006 EPS.

<Insert Figure 6 here.>
4.5 Bank of America’s Net Interest Margin

Net interest margin has a different trend than the other indicators we have observed. In the
study, NIM peaks 2008 at 2.46%, notably the same year that the Federal Reserve started
implementing quantitative easing. After the policy was implemented we see a decline in NIM, as
we enter a historically low period for interest rates. For the next 8 years NIM fluctuates in a tight
range between 1.80% and 2.00% NIM is still below pre-crisis levels, but the federal reserve has
begun to reduce its balance sheet and raise interest rates in order to normalize the effects of
quantitative easing. We will see in the near future if this will be a smooth transition, or a period
of time where negative effects of quantitative easing are realized.

<Insert Figure 7 here.>
4.6 Bank of America’s Capital Adequacy Ratio

During the entire study Bank of America’s combined Tier 1 and Tier 2 capital adequacy ratio
steadily increased. First, there is a steep increase during the crisis period from 11.02% in 2007 to

11



13.00% in 2008. This may be a direct effect of the Troubled Asset Relief Program (TARP).
According to Rucker and Stempel (2009), Bank of America received $25 billion in October of
2008 and an additional $20 billion in January 2009 from the treasury. The second insertion of
bailout money also came with a guarantee for almost $100 billion of potential losses on toxic
assets to alleviate any financial struggles associated with the recent acquisition of Merrill Lynch
& Co. CAR then peaks in 2011 at 16.75%, we then see a decline through 2015. Then CAR
increases in 2016 and 2017 as Bank of America continues to be a top performer among large
banks. The increased CAR ratio could also be an effect from an increase in capital requirements

in the post financial crisis period. Figure 8 tracks capital adequacy throughout the study:
<Insert Figure 8 here.>
4.7 Bank of America’s Stock Price and VVolume

Equity markets are one of the most watched financial markets in the world, so as we observe
an increase in systemic risk within the banking environment it should have an effect on publicly
traded bank stocks. It doesn’t help that selloffs can incur as they did when people start to lose
faith in individual banks or the banking system as a whole. This downward pressure bank stocks
faced led to the Lehman collapse, as well as the M&A activity that occurred during the crisis that

the federal reserve had encouraged.

Bank of America’s stock has been highly volatile from 2006 to 2017. By looking at figure 9
below you can see that large amounts of volume being traded during the crisis and the years
following. During the pre-financial crisis period the stock traded at a high of $54.90 per share. In
2009 right after the crisis the stock traded at $3.14. This is a 94% decline in the stock price
within a few years. It is just now reaching levels level that are 50% of its pre-crisis high. The
stock is down 37.30% over the time the case study takes place, and trades at an average price of
$21.82. The stock price of a bank is likely to be affected by systemic risk. As systemic risk

increases in the banking environment, stock price will likely decrease.

<Insert Figure 9 here.>
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4.8 Further Analysis

Further analysis of Bank of America examines the income statement and balance sheet. For
the income statement interest income, interest expenses, and their effect on net interest income
are important factors that influence Bank of America’s revenues. Provision for loan losses is also
a key line item to examine on the income statement. The balance sheet items of focus are
investment securities, loans, total assets, and total deposits. These line items will help illustrate

the impact systemic risk had on Bank of America through the 17-year period.
4.8.1 Bank of America’s Income Statement

The main goal of any business no matter the industry is to make a profit. A necessary top line
item to calculate profit is revenue. If revenues do not exceed expenses, then that company will
not be successful. Revenue is reported on the Income Statement. The income statement in short
is a financial statement that tells the story of a company’s financial performance over a period
time, usually fiscal year or quarterly. Bank of America’s revenues throughout the study increase
from about $67 billion to around $84 billion over the course of 11 years. This clearly shows the
magnitude and relevance that banks have in our society following the financial crisis. It is
interesting to see a decline in revenues throughout 2006, but then revenues increase throughout
the financial crisis period and don’t take decline again until 2010. It seems out of the ordinary for
a bank to have increasing revenues during a time of crisis, so | evaluated the income statement.
Interest income, a major source of revenue for banks, peaks in 2008 at close to $87 billion
dollars. In the last year of the study interest income is approximately $57 billion. While interest
income has decreased since the financial crisis, you cannot look at interest income without also
observing interest expense. The combination of the two give us net interest income. Due to
monetary policy and quantitative easing impacting interest rates, interest expense decreased at a
faster rate than interest income. This resulted in net interest income peaking at $51 billion in
2010, and never experiencing much deterioration in 2007 or 2008 despite the highly systemic
environment. Provision for loan losses is another important line item for revenues. Between 2008
and 2009 the provision for loan losses increased 357% or close to $38 billion, this is a direct
result of the financial crisis. Provision for loan losses then peak in 2009 and slowly decreased as
default rates went down in the post crisis environment. Graphs below evaluate revenues, net

interest margin, non-interest expense, and earnings before income taxes.
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<Insert Figure 9 Figure 10 and Figure 11 here.>
4.8.2 Bank of America’s Balance Sheet

The balance sheet is a snapshot of bank’s assets, liabilities, and stockholders’ equity at a
certain point in time. After analyzing Bank of America’s balance sheet, some observations on
investment securities, loans, total assets, and total deposits, immediately stand out. First off,
investment securities experience a lot of growth. As a percentage of total assets, investment
securities grow from 25% in 2006 to 35% in 2017. Total assets grow from 2006 to 2017 but,
investment securities grow at faster rate. If you index the first year of the study to the last
investment securities grow 748% over the 11-year time period. A lot of the growth has to do with
the changing regulatory environment during this study. Net loans peaked at 50% of total assets in
2008 and have since then declined. Loan growth indexed from the 2006 only experienced 33%
growth, which is vastly lower than investment securities. Regulation forced banks to have a
stricter loan practice in order to limit risk, so banks have focused a lot more on investment
securities in the post financial crisis period. This is just one-way systemic risk influenced asset
activity. Total deposits which is a major liability for banks grows from $693 billion to $1.309
trillion as Bank of America has an increasing presence in the market. Capital structure which is
shown in the graph below does not change from 2006 to 2017. Banks tend to be highly levered

so it is normal to see very high debt with little equity.
5. Conclusion

A key takeaway from this study is that currently there is no single way to measure and
quantify systemic risk of a particular banking network. Traditional measures are one method to
observe systemic risk. Market-based measures are another method and have the advantage of

using more data points not limited to normal quarterly financial reporting.

However, there are outside forces that must be taken into account when measuring systemic
risk. Take monetary policy for example. The accommodative interest rate policy kept interest
rates low and caused a decline in Net Interest Margin for Bank of America throughout the 17-
year study. Also, regarding the capital adequacy ratio, during the financial crisis normally there

would be a decline, but it actually increased due to bank bailouts.
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Lastly, systemic risk is a reminder that banking institutions and networks are complex.
Finance is an industry that is often disrupted. As globalization and financial innovation continues
through technological advances it will be interesting to see if we are able to better identify and

measure systemic risk in a way that will minimize or possibly predict financial crises.
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Figure 1. Total Assets. This figure shows Bank of America’s total assets from 2006 to 2017 on

an annualized basis.
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Figure 2. Nonperforming loans as a % of Total Assets. This figure shows nonperforming loans as
a percentage of total assets from 2006 to 2017 on an annualized basis.
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Return on Assets
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Figure 4. Return on Assets. This figure shows Bank of America’s Return on Assets as defined

earlier from 2006 to 2017 on annualized basis.
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Figure 5. Return on Equity. This figure shows Bank of America’s Return on Equity as defined

earlier from years 2006 to 2017 on an annualized basis.
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Figure 6. Normalized Basic EPS. This figure shows Bank of America’s basic earnings per share

on an annualized basis from 2006 to 2017.
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Figure 7. Net Interest Margin. This figure shows Bank of America’s net interest margin from
2006 to 2017.
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Figure 8. Capital Adequacy Ratio. This figure shows Bank of America’s capital adequacy ratio

from 2006 to 2017.
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America and its trading volumes from 2006 to 2017. S&P Capital 1Q (2018).

F 57.00

F 47.00

37.00

1 27.00

F 17.00

F 7.00

20



Revenues

90,000.0
85,000.0
80,000.0
75,000.0
70,000.0

65,000.0

(1,000,000s USD)

60,000.0
55,000.0

50,000.0

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Figure 9. Revenues. This figure shows Bank of America’s revenues from 2006 to 2017.
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Figure 10. Net Interest Income. This figure shows shows a comparison of total interest income,
total interest expense, and net interest income for Bank of America from 2006 to 2017.
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Income Statement
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Figure 11. Income Statement. This figure shows a comparison of net income, total revenues, total
non-interest expense, and earnings before taxes for Bank of America from 2006 to 2017.
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Balance Sheet
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Figure 12. Balance Sheet. This figure shows a comparison of total assets, total liabilities, and

total equity for Bank of America from 2006 to 2017.
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