The Impact of Casinos on Banks
Based on an illustration provided by Bill Henry, President, First National Bank of Omaha

Midwest Conference of the National Coalition Against Gambling Expansion, Creighton University, July 7, 2000

Bank in a Non-Casino City


Assets



Consumer loans  
$100 million



Other loans

$200 million


Liabilities



Deposits

        $278 million



Equity

        $  22 million

1% after-tax return on assets = $3 million

$3 million return on $22 million equity



14% return on equity

Same Bank after Casino Opens

Credit losses on consumer loans go up (conservatively) by 1%

1% of $100 million = $1 million lost, or $600,000 after taxes

Return on assets drops to $2.4 million 

            ($3 million - $600,000)

$2.4 million return on $22 million equity




11% return on equity

