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of assets, 212-13; and information costs, 
68; and liquidity risk, 170; market value, 
37; offsets, 154; total returns, 216, 217; 
and transaction costs, 69-70; to troubled 
banks, 159-60; variable-rate, 128, 245-
46; volume, 296, 300-302; yield, and 
prime rate, 302-3 

Locked-in effect, 170 
Long-term debt to total assets, ratio of, 402 

Macroeconomic variables in portfolio 
changes, 250, 254-55, 257-{)2; simulation 
models, 342--43 
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Standard scales, 225, 227-28 
State bonds: capital value changes, 215; 

durations, 214; total returns, 216 
State of the world, defined, 191 
Stock: common, proportional change in 

value of, 368-69, 371; market price 
change, as descriptor, 378; market value 
of bank, 58, 59-60; returns, multiple
factor model, 373-74; returns, single
factor model, 372-74. See also Securities 

Stockholders: and bank regulation, 144, 
176; and bankruptcy delay, 158, 169; and 
liquidation, 154, 156, 169, 176; and 
monetary assistance, 160; and risk 39, 
112 

Symmetric Paretian stable class of distribu
tions, 225-28, 350 

Systematic risk. See Market risk 

Taxation: costs, in risk models, 66, 67-68; 
effective rate, descriptor for, 395; and 
leverage, 43, 44, 111, 113; municipal 
assets, 358 

Tax-exempt bonds, descriptor for, 393, 
395, 403 

Tax expenditures, and leverage, 114 
Termination of insurance, 148 
Termination rates, mortgage, 319-21 
Term structures, 52, 76, 83-84; government 

securities, 349-57; municipal, 357-62; 
risk-free, 317, 323-25, 341; simulation, 
343-49. See also Fair insurance pre
miums; Interest rates 

Time and savings deposits: costs, 218, 219, 
220; descriptors, 393; as intangible cap
ital, 180; and market rates, 77, 115; re
turns, 206, 209, 210, 211; riskiness, 78, 
80, 179; value, 62, 72, 180 

Total income, defined, 25 
Total risk, 31; determining, 45, 63 
Trading account, descriptor for, 393 
Transaction costs, 8, 19, 69-70, 111; bank 

adjustment to changes in, 203-4; and li
quidity, 170-71 

Transfer function analysis, 251-54; feed
back in, 254; forecasts, 263-70; models, 
256, 261-62, 268; variables, 254--56 

Trends, and risk prediction, 378 

Uncertainty adjustment term, 317-18,325-
30 

Uninsured depositors: claims on deposits, 
36-37, 156-57; and FDIC liability, 189-
90; and insolvencies, 6, 23, 169 

United States Bank of San Diego, 34, 155 
United States National Bank, 97, 138 
United States Treasury securities, 82-84, 

121; book returns, 209, 210, 211, 212; 
capital value changes, 215; durations, 
214; in insurance premium simulations, 
344, 351-52; as macroeconomic variable, 
263; and mortgage rates, 321-22, 323, 
327; total returns, 216,217,220 

Unity Bank and Trust of Boston, 159 
Univariate models of bank portfolios. 

See Autoregressive moving average 
(ARMA) 

Unsafe and unsound practices situation, 
148 

Value of an activity, defined, 27 
Value-preserving spreads, 38; defined, 

196-97; and net worth, 197-200; andre
turn on assets, 200-201 

Variable-rate insurance premiums. See Fair 
insurance premiums 

Variable-rate loans, 128, 245-46 
Vector model of interest rate risk, 274--83 
Volatilities, portfolio, 164-65. See also In-

terest rates; Market risk; Term structures 

Wealth effects, 204,217,228, 249; defined, 
7; and net worth interest rate elasticity, 
311, 314 

Windsorizing, 385 

Yield: current: 398; negligible, 398 


