	Name of Key Performance Indicator (KPI)


	Net Interest Margin (% of Average Earning Assets)

	What is it?

	In simple terms, net interest margin measures the difference between what we pay for deposits and borrowings and what we earn on loans and investments.  It is sometimes referred to as the profit margin on money.

	Why is it important?

	Net interest margin is an extremely important measure to the bank since it usually accounts for 70-85% of our total revenue.  A small change in margin has a huge impact on profitability.

	It is good when…

	It is a good thing when this measure goes up.  The higher our margin, the more profit we make.

	What else does this measure impact?

	Efficiency Ratio:  Since net interest income is a component of the efficiency ratio, improving the margin will improve the efficiency ratio (a good thing).

	How is it measured?

	This KPI is measured using the following formula:  (Interest Income – Interest Expense) / Average Earning Assets.  Average earning assets includes all investments, securities, funds sold, etc., and all loans.


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