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Overview 
The banking industry in America is huge! 
There are 6,191 banks with a total of over 
$16 trillion in assets, and these banks 
generated over $230 billion in pre-tax 
profits in 2015.  
(Source: F.D.I.C. Data as of December 31, 2015)

This sounds impressive, but it’s even more 
impressive to know what is going on 
within the top 10% most profitable banks 
in the country. The top 10% or 619 most 
profitable banks are generating 35% of the 
banking industry’s profits!

An Amazing ROA 
There’s clearly something that the 10% 
most profitable banks are doing that the 
other banks are not doing. For starters, 
let’s take a look at their pre-tax Return on 
Assets (ROA). With an amazing ROA of 
2.39%, the top 10% most profitable banks 
are more than twice as profitable when 
compared to the other banks. Let’s take a 
look at each profitability component to 
find out why these banks are so profitable.

High Net Interest Income 
The net interest income of the top 10% most 
profitable banks is 51% higher than the 
other banks. While their deposit interest 
rate is about the same as the other banks, 
their loan interest rate is 42% higher 
than the other banks. This indicates that 
these banks are doing a much better job 
pricing their loans than the other banks. 
They are probably providing very high 
value services to their loan customers and 
using premium pricing based on their 
customer’s relationship with the bank.

In addition to their high loan interest rates, 
the top 10% most profitable banks have a 

loan to deposit ratio of 81%, which is 18% 
higher than the other banks. In essence, 
they are more aggressive in their lending 
policies than the other banks.

High Non-Interest Income 
The non-interest income of the top 10% most 
profitable banks is 60% higher than the other 
banks. This indicates that they are more 
aggressive in collecting fees (such as NSF, 
interchange, and late loan fees) than the 
other banks. They are probably charging 
fees for high value checking accounts and 
are probably not offering free checking 
accounts to their customers.

High Non-Interest Expense 
The non-interest expense of the top 10% 
most profitable banks is 22% higher than 
the other banks. We can only speculate 
as to why this is the case. Perhaps they 
have hired more experienced (and  
thus more expensive) loan officers  
who are well connected within their 
community in order to increase the size 
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and profitability of their loan portfolios. 
They may have also invested heavily in 
strategies to change their bank’s culture 
and in business intelligence tools, such as 
profitability software, to make their sales 
efforts more profitable.

High Provision Expense 
The provision expense of the top 10% most 
profitable banks is a whopping 208% higher 
than the other banks. Because their loan 
interest rates are higher (perhaps due to 
lending to more risky businesses), and 
because their loan to deposit ratio is 
higher, they have wisely set aside more 
loan loss reserves to handle potential 
losses in the future.

HOW YOUR BANK CAN BECOME 
ONE OF THE TOP 10% MOST 
PROFITABLE BANKS
The profit that the top 10% most profitable 
banks generate is not an accident. This high 
level of profitability requires a change in 

the bank’s culture, and it also requires 
effective profitability strategies that have 
been developed and implemented.

We’ve learned a lot in the past 20 
years about profitability strategies and 
compiled that knowledge into a book 
called “The Profit Plan – Four Proven 
Strategies To Increase Your Bank’s Profits!” 
Here are the four strategies:

• Strategy #1 – Retain and deepen your 
relationships with your most profitable 
account holders.

• Strategy #2 – Add more account 
holders who look like your most 
profitable account holders.

• Strategy #3 – Determine your most 
profitable products.

• Strategy #4 – Cross sell your most 
profitable products to your least 
profitable account holders so they 
become more profitable.

There is good news here: The Emmerich 
Group and Profit Resources can help 
you develop and implement these four 
strategies so your bank can become one 
of the top 10% most profitable banks  
in the country!
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