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[Ŝǘ ƳŜ ƎƛǾŜ ȅƻǳ Ƴȅ ŜƳŀƛƭ ŀŘŘǊŜǎǎ ōŜŎŀǳǎŜ LΩƳ ƎƻƛƴƎ to mention several free 
resources, and if you want them, just shoot me an email. 
 
IŜǊŜΩǎ ǿƘŀǘ L ƘŀǾŜΥ 
ÅThese slides with my speaker notes 
ÅInsights into 2011 ς community bank plans for 2011 ς CEO, CFO/COO/CIO 
ÅA simple Reg Q calculator 
ÅBusiness Banker job description 
ÅQ&A 
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Several things we can do that might be of value in the cash management and small 
business banking areas: 

ÅHelped a 1.5BB bank make a million dollars in cash management this year 

ÅWe have a turnkey program for improving sales and fee income in your small 
business and commercial line of business 

ÅWe can evaluate your cash management product offering to see how competitive it 
is and make product, systems, pricing and marketing suggestions 

ÅEvaluate your small business and/or commercial sales model to see how to really 
ramp up sales ς particularly of commercial deposits and cash management services 

ÅWe can measure your Reg Q impact and suggest either offensive or defensive 
product strategies 

ÅWe can pull the demographics of the small businesses in your market and quantify 
the market potential in terms of loans, deposits and fee income. We can also 
suggest industry or market specific bundles 

ÅWe can help you respond to RFPs for large accounts, public funds, etc. and even do 
joint sales calls ς ƛŦ ȅƻǳ ƴŜŜŘ ŀ /¢tΣ ǿŜΩǾŜ Ǝƻǘ ǘǿƻ ƻƴ ǎǘŀŦŦΦ  
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My objective today is to share some thoughts on Reg Q, its potential impact and our 
top 5 strategies for commercial account growth and retention. 
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Original Regulation Q dates back to Glass Steagall and the Great Depression 
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hǾŜǊ ǘƘŜ ȅŜŀǊǎ ǿŜΩǾŜ  ōǳƛƭǘ ǘƘŜǎŜ ŜƭŀōƻǊŀǘŜ ǿƻǊƪŀǊƻǳƴŘǎ ƛƴŎƭǳŘƛƴƎ ǘƘŜ ŜŀǊƴƛƴƎǎ ŎǊŜŘƛǘ 
rate and account analysis billing systems. 
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!ƴŘ ǿƘƛƭŜ ƛǘΩǎ ǎǇŜŎƛŦƛŎ ǘƻ ǘƘŜ CŜŘΣ ƻǘƘŜǊ ŀƎŜƴŎȅΩǎ ŀǊŜ ŜȄǇŜŎǘŜŘ ǘƻ ŦƻƭƭƻǿΦ  

 

{ƻ ǿƘŀǘ ŘǊƻǾŜ ǘƘƛǎ ŀƴŘ ǿƘŀǘΩǎ ƛǘ ƳŜŀƴΚ 
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Intent of the repeal was to encourage companies to keep their cash at banks 
increasing the liquidity in banks in general and the Federal Reserve in particular. The 
huge reduction in corporate deposits in banks has a major impact on the Federal 
Reserve System. The amount of actual dollars held by the Fed is way down. Fed uses 
that money as float to clear checks, process wires, etc ς and some economists have 
warned that the Fed reserves could be completely depleted on a particular day and 
bring the whole system to a halt. 
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This is a totally different issue than the repeal of Reg Q, but it needs to be factored 
into your strategy for how to deal with it.  

 

So for customers with balances >$250,000, they can choose interest or unlimited 
insurance.  
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Some trade associations have been pushing to undo the Reg Q repeal legislation or at least 
slow it down. One alternative proposed is to increase the allowable MMDA transactions to 
24 . Another is for a 2 year phase in of the repeal.  

 

LΩƳ ƴƻ ŜȄǇŜǊǘ ƻƴ ƭƻōōȅƛƴƎΣ ōǳǘ ōŀǎŜŘ ƻƴ ǘƘŜ ŎƻƴǾŜǊǎŀǘƛƻƴǎ L ƘŀŘ ƭŀǎǘ ǿŜŜƪ ƻƴ ǘƘŜ Iƛƭƭ ǿƛǘƘ 
ŀ ƴǳƳōŜǊ ƻŦ ƳŜƳōŜǊǎ ƻŦ ǘƘŜ CƛƴŀƴŎƛŀƭ {ŜǊǾƛŎŜǎ /ƻƳƳƛǘǘŜŜΣ ƛǘ ŘƻŜǎƴΩǘ ŀǇǇŜŀǊ ǘƘŀǘ ŜƛǘƘŜǊ ƻŦ 
those will be successful.  You need to be moving forward as if this will go into effect in July. 

 

Another concern that is being voiced is related to the FDIC insurance. Since the federal 
ƎƻǾŜǊƴƳŜƴǘ Ƙŀǎ ǎƘƻǿƴ ǘƘŀǘ ǘƘŜǊŜ ŀǊŜ ǎƻƳŜ ōŀƴƪǎ ǘƘŀǘ ŀǊŜ άǘƻƻ ōƛƎ ǘƻ ŦŀƛƭέΣ ŎƻƳƳǳƴƛǘȅ 
banks might be at a competitive disadvantage as big banks could overtly market or covertly 
suggest that money above the $250,000 insurance cap in their checking accounts are safer 
ǘƘŀƴ ƳƻƴŜȅ ƻǾŜǊ ϷнрлΣллл ƛƴ ŀ ŎƻƳƳǳƴƛǘȅ ōŀƴƪΩǎ ŎƘŜŎƪƛƴƎ ŀŎŎƻǳƴǘΦ 

 

When I asked someone with the FDIC if they were concerned about this too big to fail 
issue, he had no idea what I was talking about. He also reminded me that any change in 
the insurance amount required legislation. 

 

A reminder that the Fed is seeking comments on the Reg Q repeal and the comment 
period is now through May 16th. 
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Part of the coming competitiveness will be driven by both banks and credit unions 
pulling back from consumer banking because of Durbin, Reg E, the new FDIC guidance 
on NSF/OD. 

 

The industry is realizing that future fee income will come from the commercial side of 
the house.  
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hǳǊ ƛƴŘǳǎǘǊȅ ƭƛƪŜǎ ǘƻ ǎŀȅ ǘƘŀǘ ǿŜΩǊŜ ŦƛƴŀƴŎƛŀƭ ŀŘǾƛǎƻǊǎΣ ǿŜƭƭ ƛǘΩǎ ǘƛƳŜ ǘƻ ŀŎǘ ƭƛƪŜ ƻƴŜΦ DŜǘ 
out in front of this issue and help your customers through the decision process. 
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¢ƘŜȅΩƭƭ ōŜ ŎƻƴŦǳǎŜŘΦ ¢ƘŜȅ ƘŀǾŜ ŀ ƴǳƳōŜǊ ƻŦ ŘŜŎƛǎƛƻƴǎ ǘƻ ƳŀƪŜΦ !ƴŘ ǘƘŜȅΩƭƭΧ 

 

Bof ! ŘƛŘƴΩǘ ƘƛǊŜ мллл .ǳǎƛƴŜǎǎ .ŀƴƪŜǊǎ ǘƻ ǿŀƛǘ ŦƻǊ ǘƘŜƳ ǘƻ ǿŀƭƪ ƛƴ ǘƘŜ ōǊŀƴŎƘ 

 

FDIC fees will no longer be calculated based on deposits . but the cost of FDIC 
insurance will go up more for larger banks than community banks. May help us.  
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There are three basic choices to make: 

ÅYou can do nothing. No change. 

ÅYou can pay a soft earnings credit on balances to cover service charges, and then 
pay hard interest on any excess balances. This is where most banks are ς figuring 
out how to automatically determine at what point they want to pay interest 

ÅHigher cost of funds. Need to offset with more fee-based services. 

ÅYou can, eg, pay hard interest on the entire average balance which would effectively 
eliminate the soft interest credit and charge hard dollars for services rendered.  

 

Poll the audience. 

!ǊŜ ȅƻǳ ƎƻƛƴƎ ǘƻ Ǉŀȅ ƘŀǊŘ ƛƴǘŜǊŜǎǘΣ ǎƻŦǘ ƛƴǘŜǊŜǎǘΣ ƴƻ ƛƴǘŜǊŜǎǘ ƻǊ ŘƻƴΩǘ ƪƴƻǿΚ 

сп҈ ƻŦ ŀǳŘƛŜƴŎŜ ǊŜǎǇƻƴŘŜŘ ά5ƻƴΩǘ ƪƴƻǿέΗ 
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Example above: 

 - $800MM bank with $83MM in non-interest bearing commercial deposit accounts. 
Industry average is closer to 4% of assets in commercial DDA.  

 - Three different scenarios of interest on those $83MM deposits. 2.0% scenario is the 
Ǌƛǎƪ ƻŦ ƳŀǘŎƘƛƴƎ ŀ ŎƻƳǇŜǘƛǘƻǊΩǎ ǘŜŀǎŜǊ ǊŀǘŜΦ 

 - All other things constants so it does not account for fees or changes in balances 
based on paying interest or not. 

 

LŦ ȅƻǳΩŘ ƭƛƪŜ ŀ ŦǊŜŜ 9ȄŎŜƭ ŎŀƭŎǳƭŀǘƻǊ ǘƻ ŘŜǘŜǊƳƛƴŜ ȅƻǳǊ ƛƳǇŀŎǘΣ ǇƭŜŀǎŜ ŜƳŀƛƭ 
bsmith@AboundResources.com 

 

With interest-bearing accounts paying 25 basis points or so, paying interest may not 
seem to be a big deal. But as rates increase and FDIC transaction account guarantee 
programs phasing out, it will cause a major competitive change. With a higher cost of 
ŦǳƴŘǎΣ ȅƻǳΩƭƭ ƴŜŜŘ ǘƻ ƻŦŦǎŜǘ ǿƛǘƘ ƳƻǊŜ ŦŜŜ-based services. 

 

Not all doom and gloom ς if you approach this the right way, it can be a money maker. 
9ȄŀƳǇƭŜΧΦƛŦ ȅƻǳΩǊŜ ƛƴǘŜǊŜǎǘŜŘ ƛƴ ƭŜŀǊƴƛƴƎ ƳƻǊŜΣ ŜƳŀƛƭ ƳŜ 

 

mailto:bsmith@AboundResources.com
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¢ƘŜ ŦǳǘǳǊŜ ƛǎ ŦǳȊȊȅ ōŜŎŀǳǎŜ ǿŜ ŘƻƴΩǘ ƪƴƻǿ Ƙƻǿ ǘƘŜ ƳŀǊƪŜǘ ǿƛƭƭ ǊŜŀŎǘΦ .ǳǘ ǿŜ Ŏŀƴ 
guess pretty clearly what the near-term implications are: 

ÅNear-term 

ÅLots of work to do right now ς retention, new product packaging 

ÅSome customers will forego interest in order to get maximum insurance 
while the economy returns. This may be your opportunity to retain those 
accounts right now. Push them towards fully insured accounts. 

ÅLong-term implications ς some of the money moving mechanisms might eventually 
fade away.  

ÅSweeps may survive as means for commercial customers to earn higher 
rates than what you might offer in a DDA account 

ÅMoney Market and NOW will stick around at least for a while as long as 
banks want to offer a product that can pay a bit more than a transaction 
account. 

ÅMMDAs could become just another tier on a tiered-rate transaction account, 
with the lowest tiers paying nothing or next to nothing. 

ÅAccount analysis ς I think it survives as the billing system for corporates. 
Whether ECR survives is up for debate. 
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The big unknown is what everyone else is going to do. What happens if a big 
bank in your market offers a teaser rate of 2% on commercial checking? Or a 
credit union? How are you going to respond? 

A lot of wait and see what the other guy is going to do ς by the time you 
ǊŜǎǇƻƴŘ ǘƻ ŀ ŎƻƳǇŜǘƛǘƻǊ ƻŦŦŜǊƛƴƎΣ ȅƻǳΩƭƭ ƭƛƪŜƭȅ ƘŀǾŜ ƭƻǎǘ ǘƘŜ ŀŎŎƻǳƴǘǎ ƛƴ ǘƘŜ 
market that would have moved 

Because the worst case near-ǘŜǊƳ ǎŎŜƴŀǊƛƻ ƛǎ ƛŦ ŀ .ƛƎ .ŀƴƪ όƻǊ ƛƴŎǊŜŀǎƛƴƎƭȅ ƛǘΩǎ 
looking like some credit unions and community banks) offers some crazy 
teaser rate, like 2%. What are you going to do? Do you wait it out? Do you 
offer 0.5% and hope your relationships are strong enough that your customers 
ǿƻƴΩǘ ƭŜŀǾŜΚ 5ƻ ȅƻǳ ƻŦŦŜǊ мΦтр҈ ŀǎ ŀ ŎƻǳƴǘŜǊΚ 
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So you have a decision to make. Take the offensive or defensive approach. The pros and cons of paying interest 
really boils down to whether you want to differentiate and gain marketshareΦ hǘƘŜǊǿƛǎŜΣ ƛǘΩǎ Ƨǳǎǘ ŀ ƳŀǘǘŜǊ ƻŦ Ƙƻǿ 
much your cost of funds increases. 

 

hŦŦŜƴǎƛǾŜ ǿƻǳƭŘ ōŜ ǘƘŀǘ ȅƻǳΩǊŜ ƎƻƛƴƎ ǘƻ ŜȄǇƭƻƛǘ ǘƘƛǎ ƻǇǇƻǊǘǳƴƛǘȅ ŀƴŘ ƎǊŀō ƳŀǊƪŜǘ ǎƘŀǊŜΦ aŀȅōŜ ōŜ ǘƘŜ ŦƛǊǎǘ ƛƴ ȅƻǳǊ 
market to offer interest. Maybe even offer teaser rates. That can be a great strategy for some of you. Early 
adopters will get the benefit. Add some fees to offset 

 

Defensive is a wait and see what the competition does. However, you need to be prepared for it now, because the 
ǊŜǎǇƻƴǎŜ ǘƛƳŜ ǘŀƪŜǎ ŀ ǿƘƛƭŜΦ !ƴŘ ƛŦ ȅƻǳ ŘƻƴΩǘ ǊŜǎǇƻƴŘ Ŧŀǎǘ ŜƴƻǳƎƘΣ ȅƻǳ ŎƻǳƭŘ ƭƻǎŜ ŀ ŎƘǳƴƪ ƻŦ ȅƻǳǊ Ƴƻǎǘ ǇǊƻŦƛǘŀōƭŜ 
relationships. In our opinion, reacting to the competition is not the right strategy for any bank. By the time you 
respond to a competitor offering interest, you will have lost those early adopters and at risk accounts 

  

So you need to evaluate the scenarios and consider liquidity, impact on earnings and what your product, sales, 
marketing and compliance plan would be. 

 

²ƘŜƴ ǊǳƴƴƛƴƎ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ƛƳǇŀŎǘ ŀƴŀƭȅǎƛǎΣ ȅƻǳ ǿŀƴǘ ǘƻ ƭƻƻƪ ŀǘ ǿƘŀǘ ǇƻǊǘƛƻƴ ƻŦ ȅƻǳǊ ŎƻƳƳŜǊŎƛŀƭ ŘŜǇƻǎƛǘǎ ŀǊŜ άŀǘ 
Ǌƛǎƪέ ƻŦ ōŜƛƴƎ ƛƳǇŀŎǘŜŘΦ !ƴŘ ǘƘŜƴ ǳƴŘŜǊ ŘƛŦŦŜǊŜƴǘ ǊŀǘŜ ǎŎŜƴŀǊƛƻǎΣ ǿƘŀǘ ǿƻǳƭŘ ǘƘŜ ƛƳǇŀŎǘ ōŜ ƻƴ ȅƻǳǊ ƛƴǘŜǊŜǎǘ 
ŜȄǇŜƴǎŜΣ ƴŜǘ ƛƴǘŜǊŜǎǘ ƳŀǊƎƛƴΣ ŜŦŦƛŎƛŜƴŎȅ Ǌŀǘƛƻ ŀƴŘ ŜŀǊƴƛƴƎǎΦ LŦ ȅƻǳΩŘ ƭƛƪŜ ŀ ǎƛƳǇƭŜ ǎǇǊŜŀŘǎƘŜŜǘ ǘƘŀǘ ǿƛƭƭ Řƻ ǘƘƻǎŜ 
ŎŀƭŎǳƭŀǘƛƻƴǎ ŦƻǊ ȅƻǳΣ ŜƳŀƛƭ ƳŜ ŀƴŘ LΩƭƭ ōŜ ƘŀǇǇȅ ǘƻ ǎŜƴŘ ƛǘ ǘƻ ȅƻǳΦ όbsmith).  

 

And Run your ALM models based on different rate scenarios ς ŎƻƳƳŜǊŎƛŀƭ ŎƘŜŎƪƛƴƎ ƘŀǎƴΩǘ ōŜŜƴ ǊŀǘŜ ǎŜƴǎƛǘƛǾŜΣ ƛǘ 
will be now 

  

But at the end of the day, the decision is going to be driven by: 

ÅOffensive or defensive 

ÅThen, how are you going to increase commercial fee income to offset interest expense 

ÅǿƘŀǘΩǎ ƻǳǊ ƴŜǿ ǇŀŎƪŀƎŜŘ ǇǊƻŘǳŎǘ ƻŦŦŜǊƛƴƎ 

Å²ƘŀǘΩǎ ǘƘŜ ƛƳǇŀŎǘ ƻƴ ȅƻǳǊ ǎŀƭŜǎ ƳƻŘŜƭ ŀƴŘ ƳŀǊƪŜǘƛƴƎ ƳŜǘƘƻŘǎ 
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9ƛǘƘŜǊ ǿŀȅΣ ȅƻǳ ƘŀǾŜ ǘƻ ƘŀǾŜ ȅƻǳǊ ƴŜǿ ǇŀŎƪŀƎŜǎ ƛƴ ǇƭŀŎŜ ŦƻǊ WǳƭȅΦ LŦ ȅƻǳΩǊŜ ƴƻǘ ŎƭƻǎŜ ǘƻ 
finalizing those packages, we need to talk. Seriously,   

 

 

L ǘƘƛƴƪ ǘƘŜ ǎǳƳƳŜǊ ǿƛƭƭ ōŜ ŀ ƭƻǘ ƻŦ ǘǊƛŀƭ ŀƴŘ ŜǊǊƻǊ ŀƴŘ ōȅ ƭŀǘŜ Cŀƭƭ ǿŜΩƭƭ ǎŜŜ ǘƘŜ ǘǊŜƴŘ 
based on what customers want ς ŀǘ ƭŜŀǎǘ ǳƴǘƛƭ ǊŀǘŜǎ ǎǘŀǊǘ ǘƻ ƛƴŎǊŜŀǎŜΦ .ǳǘ L ǘƘƛƴƪ ƛǘΩǎ 
unwise to simply wait and see what everyone else does. 
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{ƻ ƴƻǿ ǘƘŀǘ ǿŜΩǾŜ ŎƻǾŜǊŜŘ the rules and regs and what it could mean to you and your 
ŎǳǎǘƻƳŜǊǎΣ ƭŜǘΩǎ ǘŀƭƪ ŀōƻǳǘ ǎƻƳŜ ǎǘǊŀǘŜƎƛŜǎ ǘƻ ǊŜǘŀƛƴ ŀƴŘ ƎǊƻǿ ȅƻǳǊ ŎƻƳƳŜǊŎƛŀƭ ƭƛƴŜ ƻŦ 
business.  
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You need to plan as if all your commercial customers are going to receive teaser ads touting 
άCǊŜŜ ŎƘŜŎƪƛƴƎ Ǉƭǳǎ н҈ΗέΦ 

 

The first step is protecting your customers from those attacks.- improve penetration of 
άǎǘƛŎƪȅέ ǇǊƻŘǳŎǘǎ όōƛƭƭ ǇŀȅΣ w5/Σ ŜǘŎύ ŀǎ ŀ ŘŜŦŜƴǎƛǾŜ ƳŜŀǎǳǊŜΦ !ƴŘ Ǝƻ ǎŜŜ ǘƘŜƳΦ  

ÅLŘŜƴǘƛŦȅ ȅƻǳǊ Ƴƻǎǘ ǇǊƻŦƛǘŀōƭŜ ŎƻƳƳŜǊŎƛŀƭ ŎǳǎǘƻƳŜǊǎΦ LŦ ȅƻǳ ŘƻƴΩǘ ƘŀǾŜ ǘƘŜ ǎƻŦǘǿŀǊŜ Ƨǳǎǘ 
do a simple calculation based on average balances, activity/fees, and  loan relationships. 
¢ƘŜƴ ƛŘŜƴǘƛŦȅ Ƴƻǎǘ άŀǘ Ǌƛǎƪέ ŎǳǎǘƻƳŜǊǎΦ {ŜƎƳŜƴǘ ǘƘŜƳΦ /ǊŜŀǘŜ ǊŜǘŜƴǘƛƻƴ ǎǘǊŀǘŜƎƛŜǎΦ ¢ƘŜƴ 
laser targeted retention tactics. 

ÅBusiness bill pay. $5-$50 to incent them to pay 3 bills. Others include RDC, merchant 
ǎŜǊǾƛŎŜǎΦ ¢ƘŜ ƳƻǊŜ ǎŜǊǾƛŎŜǎΣ ǘƘŜ ƘŀǊŘŜǊ ƛǘ ǿƛƭƭ ōŜ ŦƻǊ ǘƘŜƳ ǘƻ ƭŜŀǾŜ ŜǾŜƴ ƛŦ ǘƘŜǊŜΩǎ ŀ 
teaser rate.  

ÅFor example, of the respondents offering ACH origination services, almost one-third 
have fewer than 10 customers using the product. Of the respondents offering remote or 
merchant capture to customers, almost half (49%) have fewer than 10 customers it.  

ÅhƴŜ ƻŦ ǘƘŜ ƎǊŜŀǘ ƳȅǘƘǎ ƛǎ ǘƘŀǘ ȅƻǳ ŘƻƴΩǘ ƘŀǾŜ ǇǊƻŘǳŎǘǎ ǘƻ ŎƻƳǇŜǘŜΦ aƻǎǘ ŎƻƳƳǳƴƛǘȅ 
ōŀƴƪǎ ƘŀǾŜ ǘƘŜ ǇǊƻŘǳŎǘǎΣ ǘƘŜȅ Ƨǳǎǘ ŘƻƴΩǘ ǇŀŎƪŀƎŜΣ ǇǊƛŎŜ ŀƴŘ ǎŜƭƭ ǘƘŜƳ ŜŦŦŜŎǘƛǾŜƭȅ   

Å²Ŝ ƘŀǾŜ ŀ ŎŀǎƘ ƳŀƴŀƎŜƳŜƴǘ ǳǎŀƎŜ ǎǘǳŘȅ Ϧ²Ƙȅ ¸ƻǳΩǊŜ bƻǘ aŀƪƛƴƎ aƻƴŜȅ ƻƴ /ŀǎƘ 
Management Services and What To Do About It". Email me for a copy. 

 

/ŜƳŜƴǘ ǘƘƻǎŜ ǊŜƭŀǘƛƻƴǎƘƛǇǎ ƴƻǿΦ ¸ƻǳ ƘŀǾŜ сл ŘŀȅǎΗ ¢ƘŀǘΩǎ н ǿŜŜƪǎ ŦƻǊ ŀƴŀƭȅǎƛǎ ŀƴŘ 
segmenting, 6 weeks for executing your strategies (calls, visits, direct mail,etc.)  and 1 week 
to get them set up on new services. 
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There are a number of ways to segment your commercial customers ς revenues, number of 
employees, life stage, industry, cash needs, treasury management needs, etc. If nothing else, at least 
segment them into two groups based on size ς small business and medium to large business.  And then 
ƭƻƻƪ ŀǘ ǿƘŜǘƘŜǊ ǎƳŀƭƭ ōǳǎƛƴŜǎǎ ƛǎ ŀ ƳŀǊƪŜǘ ȅƻǳ ǿŀƴǘ ǘƻ ŀǘǘŀŎƪΦ L ǘƘƛƴƪ ǘƘŜǊŜΩǎ ƘǳƎŜ ƻǇǇƻǊǘǳƴƛǘȅ ƘŜǊŜΦ  

ÅMany banks focus their sales and marketing efforts on the multi-million dollar business ς what most 
people consider the middle market. These are the companies that maintain large balances, buy 
treasury management services and have lending needs. But most ignore the small business segment 
even though you already have most of the products to service them.  

ÅSmall biz oppty and numbers 

Å27MM total businesses in the US. 1MM over $1MM in revenue. . 26MM less than $1MM in revenue. 
(~25% have $100K - $1MM in annual revenue, ~75% have <$100K in annual revenue and 89% of 
them have no employees. ) Grew by 18% from 2002 ς 2007, with the greatest % growth coming 
from the ethnic groups. 18% breakdown -> 14% growth in white-owned, 61% in black owned, 44% in 
Hispanic owned, 41% Asian.   

ÅUnder-served by Big Banks. They value trust, advice, service and long term relationships. Effective 
small business banking requires a level of service and understanding that Big Banks struggle to 
ǇǊƻǾƛŘŜΦ ¢ƘŜȅ ǿŀƴǘ ǘƻ ōŀƴƪ ǿƛǘƘ ȅƻǳΣ ōǳǘ ǘƘŜȅ ŘƻƴΩǘ ōŜƭƛŜǾŜ ȅƻǳ ƘŀǾŜ ǘƘŜ ǇǊƻŘǳŎǘǎΦ ¸ƻǳ ŘƻΗ ¸ƻǳ Ƨǳǎǘ 
have to let them know. Caution ς BofA is coming 

ÅSmall business customers are 2.5x more profitable than a consumer. They are more affluent ς 66% 
of small business owners are affluent vs 33% of consumers. Strong cross-ǎŜƭƭ ōŜǘǿŜŜƴ ǘƘŜ ƻǿƴŜǊΩǎ 
personal and business accounts ς 65% have both with the same bank  

ÅConsumer Financial Protection does not apply to small businesses 

ÅDifferent go to market strategy though. They want credit cards and debit cards. Their loans are $50K, 
maybe $100K. they want equipment leasing. 

ÅCommercial ς still huge opportunity on larger commercial 

ÅYou likely need a more effective sales model for cash mgmt services 

ÅC&I lending ς ōŜŎƻƳƛƴƎ ƳƻǊŜ ŦƻŎǳǎΤ ǎǘǊƻƴƎ ǘƛŜ ƛƴ ǿƛǘƘ ŎŀǎƘ ƳƎƳǘ όǊŜŀƭ ŜǎǘŀǘŜ ŀƴŘ ŎƻƴǎǘǊǳŎǘƛƻƴ ƛǎƴΩǘύ 
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No one goes to see small businesses.  

 

Are you really selling RDC or ACH origination when you only have 10 customers using 
ƛǘΚ ¢ƘŀǘΩǎ ǊŜŀŎǘƛǾŜ ƻǊŘŜǊ ǘŀƪƛƴƎΣ ƴƻǘ ŀŘǾƛŎŜ ōŀǎŜŘ ǎŜƭƭƛƴƎΦ 

 

Giving away  services for free is going to be problematic for Reg Q when you likely 
ǎǘŀǊǘ ǇŀȅƛƴƎ ƛƴǘŜǊŜǎǘ ƻƴ ōŀƭŀƴŎŜǎΦ ¸ƻǳ ǿƻƴΩǘ ƘŀǾŜ ǎŜǊǾƛŎŜ ŎƘŀǊƎŜǎ ǘƻ ŎƻǾŜǊ ōŜŦƻǊŜ ȅƻǳ 
start paying interest.  
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²ŜΩǊŜ ƴƻǿ ōǳƛƭŘƛƴƎ ǘƘǊŜŜ ƛƴŘǳǎǘǊȅ ǇŀŎƪŀƎŜǎ ŦƻǊ ǘƘƛǎ ōŀƴƪ ς a healthcare package, a 
retail package  and a restaurant package. 

 

9Ƴŀƛƭ  ƳŜ ƛŦ ȅƻǳΩǊŜ ƛƴǘŜǊŜǎǘŜŘ ƛƴ ǳǎ ǊǳƴƴƛƴƎ ǘƘƛǎ ǎƛƳǇƭŜ ŀƴŀƭȅǎƛǎ ŦƻǊ ȅƻǳΦ 


