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Millennials Are the Future for Community Banks

By Chris Lorence

Forget what you think you know about
Generation Y. The nation’s Millennials—
the biggest and most diverse generation
of customers in our nation’s history—ac-
count for more than $1 trillion in annual
purchasing power. And according to
ICBAs 2014 American Millennials and
Banking Study, this generation is a great
t for community banks.

This is a generation raised amid the
Wall Street nancial crisis, plagued by
large amounts of student loan debt, and
so risk-averse that more than 60 percent
don’t have a credit card. It should come
as no surprise that they are looking for
nancial institutions that are locally
owned and can help achieve their entre -
preneurial dreams.

According to our survey, locally
owned and operated banks are the rst
choice of all Americans for a business

loan or other funding. Further, being a
locally operated banking institution is
almost twice as important to Americans
as being a national or international bank -
ing institution. Now isn't that something?
Community banks with less than $10
billion in assets make more than half of
all small business loans, and that is what
sets Main Street apart from Wall Street.
Some business-focused Millennials
intend to start their small businesses
within the next two years. In fact, more
than 40 percent are very interested in
starting their own business at some point
in their lifetime, and almost a quarter
currently earn part of their income from
abusiness they started or have a stake in.
The Millennial generation is also
hungry for nancial education. They
want to be more nancially literate, and
the nation’s community banks are an
excellent resource to quench this thirst
for knowledge. This generation is begin -
ning to take the reins of their careers and
nancial wellbeing, and now is the time
for community bankers to become their
trusted entrepreneurial advisors.
Millennials are unique and belong
with their local, one-of-a-kind com-
munity bank. This generation is ready
to become community banks’ newest
customers, and it is time for community
banks and Millennials to work together to
meet the nancial needs of this genera-
tion and help local communities thrive.
Chris Lorence is Executive Vice President
and Chief Marketing O cer of the Inde-
pendent Community Bankers of America.

IS is a generation raised amid the Wall Street
nancial crisis, plagued by large amounts of
student loan debt, and so risk-averse that more
than 60 percent don’t have a credit card. It should
come as no surprise that they are looking for
nancial institutions that are locally owned and
can help achieve their entrepreneurial dreams.
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Two great ways to get
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National Digital Edition

Ever wanted a “living newspaper” that updated itself all

day long on your tablet or cell phone and formatted itself to
the device you were using? Wait no longer, The Washington
Times new National Digital Edition is here. Best yet, there’s no
downloading or installing needed, it’s driven by our state of
the art technology for any portable device.
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Now receive your weekly issue in a simple-to-use
Web-based format with every page exactly as it
appears in print. Read it “cover to cover” or simply
click through to the articles that interest you most.

As a bonus, you'll receive a weekly “newsmaker
interview” in downloadable MP3 format.

Subscribe Today at Washingtontimes.com/products
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Accounting Standards Next in Long Line of
Cookie-Cutter Regulations

By Camden R. Fine

You've heard the old line that an
elephant is a mouse built to govern-
ment specifications? We're all familiar
with how government spending tends
to grow rather than shrink. An equally
troubling tendency perhaps even more
familiar to community banks is the way
governments often apply a cookie-cutter
approach to their policies.

Regulations are inherently rigid and
often fail to account for the unique
circumstances of individuals and busi-
nesses. That often means a one-size-fits-
all approach to a community banking
model based on individual relationships
and one-on-one service. Think Basel
II—a capital framework designed for
global financial institutions that nev-
ertheless applies uniform standards on
Main Street community banks.

While ICBA and community bankers
have given everything they’ve got on
Capitol Hill and at the regulatory agen-
cies to institute a system of tiered regu-
lation based on size and risk, a radical
change to financial accounting due out
as soon as this year threatens to deal yet
another blow to locally based banking.

The Financial Accounting Standards
Board is expected to release its updated
accounting standards on credit losses in
the fourth quarter. These new standards
would require complex modeling and
compel banks to recognize losses much
earlier than necessary in the credit-loss
cycle, penalizing community banks for
investing in loans and securities.

What does this mean for community
banks and their customers? For one, it
will mean fewer loans. Currently, com-
munity banks don’t make an allowance
for loan losses unless they have evidence
that they’ll incur a default. Under the
FASB’s “expected loss” model, banks
would instead take a hit the moment they
make a loan. Not only would banks have
to recognize a loss on day one, but the
proposal requires complex and expensive
modeling tools that will inhibit the ability
of local banks to make localized financial
decisions. The Office of the Comptroller
of the Currency estimates that the pro-
posal will increase loan-loss reserves by
an average of 30 to 50 percent.

Further, this plan will only add to the
regulatory burdens overwhelming the
community banking industry. Forecast-
ing inputs used to predict potential loan
losses will never be strong enough to
satisfy the scrutiny of bank examiners.
There will always be another rock to
look under as examiners try to ensure
a more precise model. So what we have
is an approach to loan losses that is at
once expensive, burdensome, time con-
suming—and yet never enough to satisfy

WARNING:
Overregulation is suffocating
Community Banks and

Main Street America!

examiners. Bottom line, this proposal is
a double whammy of decreased lending
and increased regulatory scrutiny for
community banks and the customers
they serve.

But there is one other saying that this
whole deal brings to mind, which is that
you should never try to out-stubborn
a cat.

Community bankers are a stubborn
lot and aren’t about to back down from

this radical policy change. It’s why we’ve
come up with an alternative proposal for
institutions with less than $10 billion in
assets that bases loan-loss provisions on
historical losses for similar assets. It’s
why we’ve met repeatedly with the FASB,
including several times at the board’s
headquarters in Norwalk, Conn. And
it’s why nearly 5,000 community bank-
ers signed a petition advocating ICBA’s
simpler approach.

Our nation’s hometown banks have
fought and clawed so they can continue
serving their communities amid a raft of
new regulatory burdens. We’re not about
to let yet another cookie-cutter govern-
ment regulation take hold without a fight.
Camden R. Fine is the President
and CEO of the Independent Com-
munity Bankers of America.



Let’s Cut Call Report Paperwork Down to Size

By Terry J. Jorde

Regulatory paperwork continues to
occupy far too many community bank
resources that could be dedicated to
improving local communities, and the
problem is only getting worse. A new
ICBA survey spotlights the tangible

impact of one of the more onerous bur-
dens that is only getting heavier—the
quarterly call report.

While regulators are proposing to yet
again expand call report requirements
for all banks, ICBA’s new survey details
the impact of existing reporting rules.

The 2014 ICBA Community Bank
Call Report Burden Survey found that
the annual cost of preparing the call
report has increased for 86 percent
of respondents over the past 10 years.
Meanwhile, the total hours dedicated
to preparing the call report increased
for 73 percent of respondents. Further,
one in three survey respondents said
the number of employees involved in
call report preparation has increased,
with more than 60 percent saying they
have at least two employees who prepare
their report.

Why the increasing time and ex-
pense? Here’s a reason—the call report
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has grown from 18 pages in 1986 to 29
pages in 2003 to nearly 80 pages today!
The instructions alone are 630 pages,
and regulators are considering padding
that with another 57. In fact, the call
report—which community banks have
to submit every 65 business days—has
more pages than the typical U.S. com-
munity bank has employees.

Make no mistake—the additional
staff time and resources that commu-
nity banks devote to the call report are
resources that cannot be used to expand
our economy. That is why ICBA is pro-
posing a simpler and more streamlined
approach for smaller and less complex
banks.

Instead of continuing to add to the
paperwork overload, we propose that
regulators allow highly rated, well-
capitalized community banks to file a
short-form call report twice per year.
This report would cover the first and
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third quarters of the year, with com-
munity banks continuing to submit the
usual long-form call report during the
second and fourth quarters.

Think it will help? Community bank-
ers sure do. According to our call report
survey, 98 percent of respondents said
the short-form call report would reduce
their regulatory burden, and 72 percent
said the reduction would be substantial.

Look, enough is enough. The truth
is that new regulatory burdens detract
from the ability of community banks
to serve their communities. Instead of
tying up local institutions in knots of red
tape, let’s free their hand and allow them
to promote the sustainable economic
growth our nation desperately needs.
Terry J. Jorde is Senior Executive Vice
President and Chief of Staff of the Inde-
pendent Community Bankers of America
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ATTENTION: AMERICA'S LEADERS

Let Main Street THRIVE!
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