	Name of Key Performance Indicator (KPI)


	Efficiency Ratio (%)

	What is it?

	The efficiency ratio compares operating expenses with operating revenue.  It measures how effectively or efficiently operating expenses are used to generate loans, deposits and fee income.  An efficiency ratio of 60.0% means that we spend $0.60 to create $1.00 of operating revenue.  If we spent $0.50 instead, we would be more efficient since we can create $1.00 of operating revenue with less operating expense.

	Why is it important?

	The efficiency ratio is important because it tells us how efficiently we are employing our limited resources.  The more efficiently we employ our resources, the more profitable we become (e.g., work smarter, not harder).

	It is good when…

	It is good when this measure get smaller.  It means we are more efficient.  The goal with this measure is to grow revenue faster than expenses.

	What else does this measure impact?

	This measure is a reflection of all the other KPIs on the scorecard since it includes total operating expenses and total operating revenues.

	How is it measured?

	The efficiency ratio is computed as follows:  Non-Interest Expense / (Net Interest Income + Non-Interest Income).


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