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III. U.S. BANKING PROSPECTS:
IT IS ALWAYS DARKEST BEFORE THE DAWN

The sharp rebound in bank share prices highlights a dramatic improvement in investor
sentiment towards the sector. However, investors may be getting ahead of themselves,
according to Chris Whalen, a widely-regarded expert on banking. Mr. Whalen is co-
founder and Managing Director of Institutional Risk Analytics, a Los Angeles based
firm that publishes ratings for all U.S. banks, and provides custom analytical tools
and consulting services to public sector, commercial and institutional clients. In this
month’s Special Feature, Mr. Whalen discusses the challenging outlook still facing
the major U.S. banks.
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TABLE III-1
IRA Bank Stress Index Distributions (FDIC Insured Banks)

Period A+ A B C D F 

2009 - 06 3518 1449 417 421 72 2256 

2009 - 03 3959 1431 452 437 88 1820 

2008 - 12 3918 1705 119 390 98 2003 

2008 - 06 4884 1248 404 326 66 1458 

2007 - 12 5556 610 884 315 70 1029 

2007 - 06 6056 354 972 273 60 824 

2006 - 12 6370 134 1165 204 39 697 

 SOURCE: FDIC/IRA BANK MONITOR 
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TABLE III-2
IRA Bank Stress Index Distributions (Assets of FDIC Insured Banks, $B)

Period A+ A B C D F Total 
2009 - 06      2,005        2,097        4,132         518          68       4,458    13,278  

2009 - 03 3,202        3,131        3,587         729          86       2,784    13,519  

2008 - 12      2,366        5,398           403         694          46       4,033  12,940  

2008 - 06      2,897        5,256           400         695          51  3,983    13,282  

2007 - 12      7,613        1,719        1,629      1,248        107          705    13,021  

2007 - 06      8,619        2,804             98         497          56          170    12,244  

2006 - 12 9,004        2,029           165         483          78            88    11,847  

SOURCE: FDIC/IRA BANK MONITOR 
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CHART III-1
Historical Trends In FDIC Loss Experience (Billions of Dollars)
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CHART III-2
A Powerful Rally In Financials
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CHART III-3
Gross Charge-Offs: Citigroup vs. Peers
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