	Name of Key Performance Indicator (KPI)


	Gross Loans (Average Balance)

	What is it?

	This KPI measures average loan balance.  More precisely, it measures the GROSS loan balance since it does not include reserve for loan losses.

	Why is it important?

	Loans are important because they are a primary source of revenue for the bank (e.g., interest income).

	It is good when…

	It is a good thing when this measure goes up.  More loans = more interest income.

	What else does this measure impact?

	Net Interest Margin:  Generally, more loans lead to a higher net interest margin (a good thing), however, cutting rates in order to get loans will make the margin go down (a bad thing).

Monthly Fee & Service Charge Income:  Loans that are made and then sold increase this KPI (a good thing).

Asset Quality KPIs:  High quality loans lead to better asset quality (a good thing), but poor quality loans hurt asset quality (a bad thing).

Efficiency Ratio:  Since interest income is a component of the efficiency ratio, growing loans will generally improve the efficiency ratio (a good thing). 


	How is it measured?

	Loans are measured using an AVERAGE balance.  An average balance is used because it tells us, on average, what the balance for the entire year was, not just one point in time.  This is important because a loan made on the first day of the year generates 365 days of interest income, while a loan made on the last day of the year only generates 1 day of interest income.


	
	Things we can do in OUR AREA to positively impact this measure.
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