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Bank Problems in 2013 - and Strategies to Overcome Them 
  By Bill Conerly 

  Banks will find 2013 at least as challenging as 2012, 

with little relief on the horizon. Banks seem to be 

healthier now, but thatôs because the huge negative of 

loan losses has been reduced. Intrinsic earnings remain 

very weak. In 2013, low interest rates will limit earnings 

and the profitability of deposits. Soft loan growth will 

cause low earnings, both directly and through competition 

for the few good loan opportunities in the market. Finally, 

Dodd Frank regulations will continue to pour out of 

Washington.  

  Low interest rates 

present a substantial 

problem for bank 

earnings. The Fed 

Funds rate historically 

averaged a little over 

five percent. A 

checking account with 

$1,000 on deposit 

earned the bank $50, 

which allowed it to 

process checks, mail statements and pay FDIC insurance, 

perhaps with a little left over. Profits were boosted by 

overdraft and ATM fees. Now, however, one-fourth 

percent interest is what banks earn on deposit money, or 

just $2.50 a year on a $1,000 account. That wonôt cover 

processing checks or mailing statements every month. 

New regulations have made banking challenge, but the 

low interest rate environment has been even worse for 

profits.  

  The outlook is for no improvement. The Federal Reserve 

has stated its commitment to keep short-term interest rates 

low for a long time. In October 2012 the policy-making 

committee anticipated low rates on Federal Funds ñat 

least through 2015.ò More recently they have tied easy 

money policy to economic conditions, telling us to expect 

low interest rates so long as unemployment remains 

above 6.5 percent and inflation is low. Unemployment is 

currently 7.8 percent, down from 8.6 percent a year ago. 

We probably have all of this year and most of next before 

the Fed is tempted to raise interest rates. (What to do 

about continued low interest rates will be discussed later.) 

  The second problem is slow growth of loan volumes. It 

might sound like a patient banker would eventually see 

his/her problems solved by slow loan growth. 

Unfortunately, deposits are growing faster than loans. 

Over the past 12 months, total bank loans have risen by 

less than four percent, while deposits have increased over 

eight percent. The overall loan-deposit ratio for the 

banking industry is the lowest it has been since 1984. the 

Fedôs easy money policy will keep deposits flowing in 

faster than loan demand increases.  

  Business loans are the fastest growing segment, with real 

estate and consumer loans just barely expanding. There 

should be more opportunity in 2013 for real estate loans 

related to residential construction, and a little opportunity 

for more consumer lending.  

  The third banking problem for 2013 will be new 

regulations. Dodd-Frank requires 200 to 400 new federal 

rules to be enactedðestimates vary, suggesting the 

magnitude of confusion about the law. By any measure, a 

huge amount of rule-making remains to be completed. 

Just understanding the rules is a major challenge, possibly 

even greater than altering practices to comply with the 

rules.  

  This is the environment bankers will face in 2013. How 

can they make the best of a not-so-great situation? First, 

address the low interest rate environment by looking 

carefully at fee opportunities. It certainly seems that 

consumers are tired of bank fees, but it is totally 

unrealistic to expect banks to provide deposit products at 

a loss. Bankers need to do a better job explaining the 

economics of checking accountsðhow high interest rates 

allowed banks to provide ñfreeò checking, but todayôs low 

interest rates necessitate higher fees.  

  Low interest rates and weak loan growth mean that 

deposits are not very valuable. Banks should make sure 

that they are offering very low interest rates on time 

deposits. Just when you think you are as low as you can 

possibly go, you will see a competitor go lower. Follow 

him down. If you lose a few depositors, know that you 

didnôt have a good use for the funds anyway. 

  Loan growth could be stronger at virtually every bank in 

America. Strategies for growing loan volumes have been 

poorly developed. Banks will try to poach competitorsô 

lenders, will engage in half-thought-out loan promotions, 

and often fail to develop a total plan for loan growth. 

Bankers should evaluate  market areas, develop a plan, 

and then execute the plan. The bad news is that quick 

results are unlikely. The good news is that a well-

developed loan strategy will enable superior earnings for 

years to come.  

  Third, banks have little choice but to live with the new 

regulations. Belly-aching doesnôt seem to work very well. 

The rule-making process rewards active participants, so 

the industry associations play a vital role in preventing the 

worst regulatory excesses. Within the bank, every 

institution needs a well-run compliance function. This is 

difficult for smaller institutions, but itôs just as vital as 

opening the doors in the morning.  

  Finally, recession is a risk for banks and the entire 

economy. Bankers, along with all other business leaders, 
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  ñYou may never know what 

results come from your action. 

But if you do nothing, there will 

be no results.ò Gandhi 

  Thanks to all our members who 

attended the Legislative 

Reception on January 10. I know 

others planned to attend but the 

weather forecast just didnôt 

allow them! A special thanks to 

our Emerging Leaders who 

helped guests with name tags, 

coat checks and tours. Their 

participation was appreciated by 

all. We were honored that 

Governor Dalrymple was able to 

share a few words about his 

history with the Historical 

Center.  

  There were so many in 

attendance that it got to be very 

difficult to talk to everyone, but I 

heard several positive comments 

from legislators and other 

attendees. Thanks to the 

Historical Center for hosting and 

arranging this evening.  

  The session is now in full 

swing and it has been great to 

visit with veterans as well as the 

freshmen legislators We have 

several bankers registered as 

lobbyists to help Jack McDonald 

and I when additional 

spokespersons are needed.  I 

encourage everyone to stay in 

touch with what is happening 

and to participate when called 

upon. Having the North Dakota 

Legislative Councils website 

(www.legis.nd.com) makes it 

very easy to find out what is 

happening with any piece of 

legislation. Thus, as Gandhi is 

telling us with the above quote, 

if you do nothing, there are no 

results. So become involved, this 

is your association! 

  The best way we can adapt and 

prepare for the constant change 

in the banking industry is to 

continue to educate ourselves 

and 2013 is full of opportunities 

to do just that on both the state 

and national level.  

  As we look forward to another 

exciting new year, our Education 

Committee has been working 

very hard to bring you a wide 

array of educational topics. We 

are extremely excited to be able 

to continue to offer our Spring 

and Fall Frontline Certified 

Training in four locations and 

our Community Bankers for 

Compliance Program. We have 

approximately a dozen additional  

live seminars with a wide range 

of topics.  We are also offering 

webinars in the following 

categories: 

¶ Auditing and Accounting 

¶ Security and Fraud 

¶ Lending 

¶ IRA 

¶ Information Technology 

¶ Human Resources 

¶ Collections 

¶ Compliance 

¶ Director Series 

¶ Frontline/New Accounts 

Brenda Foster 

First Western Bank & Trust 

Minot 

ICBND President 

¶ Senior Management 

¶ Operations 

  Our Annual Convention (which 

will be held in Bismarck, August 

11-13) will be filled with 

stimulating topics and speakers 

and the Emerging Leaders Group  

will focus on the legislative 

process this year.  

  We are so pleased to give our 

members the opportunity to 

attend live training which will 

give you the opportunity to learn 

from the experts as well as 

network with your peers. We 

also understand your desire to 

train as many employees as you 

can in the most efficient manner 

and therefore the reason for the 

expanded webinar opportunities. 

  If you are interested in looking 

at the dates and topics for the 

many educational seminars, a list 

has been provided in this 

newsletter on page 11.  You can 

also view seminar information 

and detail on our website at 

www.icbnd.com.  Registration is 

easy online!  

  Please send in the name of your 

Chief Risk Officer to either John 

or Wendy at the ICBND office 

as we will begin making calls to 

organize a focus group to 

address the Enterprise Wide Risk 

Assessments. 

  The ICBA National Convention 

and Techworld will be held 

March 11-15, 2013 in Las Vegas 

at The Wynn Hotel. I encourage 

you to attend as the educational 

opportunities are also quite 

extensive. See the next page for 

more information and how to 

register.  

  Your ICBND Board and staff 

continue to work hard for you, 

our members. During the 

legislative session if you have 

any questions, concerns or 

suggestions in regard to bills 

relating to our industry, please 

contact the office at any time. 

  In an effort to continue to serve 

the needs of our members, the 

ICBND office building is being 

remodeled. We ask for your 

patience as we work through this 

process.  Once the project is 

done we will be able to host 

seminars and committee 

meetings at the office as the 

building will be more adequately 

able to handle groups of people. 

We look forward to completion 

by approximately May 1st.  
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Quality Title, Inc. 
www.qualitytitlend.com 

 

2207 E Main Ave 

Phone: 701-204-6145 

Fax: 701-425-0425 

Contact Information: 

Val Timm - val@qualitytitlend.com  
 

  Quality Title, Inc. is a full-service title company that strives to provide the highest possible quality of service in the industry. It is our goal to be a 

leader in our field by continuously building our business relationships and delivering exceptional service to our customers.  

Associate Profile 

Associate Profile 

Associate Profile 

Brady Martz & Associates, PC 
www.bradymartz.com 

 

207 East Broadway, Bismarck, ND 58501 - Phone: 701-223-1717 

24 West Central, Minot, ND 58701 - Phone: 701-852-0196 

401 DeMers Ave, Ste 200, Grand Forks, ND 58201 - Phone: 701-795-7451 

116 West Villard Ave, Dickinson, ND 58601 - Phone: 701-483-6000 

501 East Broadway, Williston, ND 58801 - Phone: 701-572-3299 

Contact Information: 

Bismarck: John Mongeon john.mongeon@bradymartz.com 

Minot: Boyd Anderson boyd.anderson@bradymartz.com 

Grand Forks: Peter Hoistad peter.hoistad@bradymartz.com 

Dickinson: Jerry Fisher jerry.fisher@bradymartz.com 

Williston: Steve Oyloe steve.oyloe@bradymartz.com 
 

  Brady Martz offers a broad range of services to financial institutions. Opinion audits, limited scope attest engagements, IT security and 

compliance consulting, trust department examinations, tax preparation, call report assistance and Federal Reserve reporting lead the list of services. 

Brady Martz also offers services related to Sub-Chapter S analysis, strategic planning, branching applications and bank holding company 

acquisitions and dispositions.   

Secure Banking Solutions 
www.protectmybank.com   www.TRACadvantage.com 

 

700 S Washington Ave, Suite 200 

Madison, SD 57042 

Phone: 605-270-3321 

Fax: 605-427-8029 

Contact Information: 

Rick Olivier rick@protectmybank.com 

 
   Secure banking Solutions, LLC (SBS) is the Midwest leader in information security consulting, auditing, and solutions. SBS has also developed 

an industry-leading solution for automating many resource-heavy information security tasks called TRACÊ. SBS consulting and auditing services 

include: Information Security Audits, System Configuration Audits, Penetration Testing, Vulnerability Assessments, Social Engineering Testing, 

IT Policy and Procedure Development, Business Continuity Planning and Testing, Incident Response Planning and Testing, Security Awareness 

Training, and more. TRACÊ can assist you with: IT Assessment, System Configuration Policies, Information Security Program, Third Party 

Selection and Management, Action Tracking, and more modules to come. 



A Promising Start by Camden R. Fine, ICBA President and CEO 

      About this time last year at the 

     ICBA National Convention and 

     Techworld in Nashville, Tenn., 

     Richard Cordray made his first 

     remarks before community 

     bankers as the newly appointed 

director of the new Consumer Financial 

Protection Bureau. A former attorney general 

and treasurer for Ohio, Cordray underscored 

the importance to financial consumers of the 

fair-dealing, relationship-based business 

model on which community banks stake their 

reputations and livelihoods.  

  ñThat is why the continuing success of your 

community banks is so important to our 

economy and to our society,ò he said. 

  Cordray went on to pledge that the new and 

powerful CFPB would do everything to 

ensure its regulations donôt impose 

unworkable costs or burdens for community 

banks. Putting community banks out of 

business that way would not serve the best 

interests of the nationôs financial consumers, 

he said. ñWe know that one size [regulation] 

does not fit all,ò he added. ñWhere it makes 

sense to treat community banks differently 

from larger institutions, we have pledged to 

consider doing so.ò  

  In Washington, words can be extravagantly 

cheap, and a promise here is sometimes 

forgotten by end of a 24-hour news cycle. In 

issuing its long-awaited final ñqualified 

mortgageò lending rules last month, the CFPB 

faced its first big test on whether it would live 

up to the assurances Cordray and others have 

made. So far, ICBA is encouraged by the 

bureauôs early track record.  

  The CFPB modified the so-called ability-to-

repay rules to include extremely important 

ICBA-advocated accommodations for 

community banks. Those changes include a 

strong legal safe harbor protection for the vast 

majority of home loans, a critical requirement 

for community banks to continue to provide 

mortgages. The changes also provide a special 

allowance for small creditors operating 

predominantly in rural or underserved areas to 

offer balloon-payment loans, another vital 

accommodation for numerous community 

banks lending in such markets.  

  Significantly, the CFPB is also seeking 

public comment on an ICBA-backed proposal 

to extend the special safe harbor protection for 

additional mortgages originated and held in 

portfolio by community banks with less than 

$2 billion in assets. (For more details, see this 

monthôs Washington Watch column on page 

70.)  

  Earlier, the CFPB showed the same 

constructive responsiveness to community 

bankersô suggestions by modifying complex 

remittance transfer rules to make them more 

workable in the real world. Last month the 

bureau also included exemptions in mortgage 

servicing rules to allow lenders servicing 

5,000 or fewer mortgages to avoid some of the 

additional regulatory burdens.  

  However, the qualified mortgage lending 

rules are among the most pivotal set of 

regulations in a series of landmark standards 

mandated by Congress, several of which the 

CFPB is still working on. Itôs still far too early 

to determine what cumulative effects, intended 

and unintended, these new regulations will 

ultimately produce. And ICBA certainly did 

not get all the flexibility in the regulations for 

which we advocated and for which we will 

continue to advocate. But fortunately the 

CFPB, under Cordrayôs leadership, so far has 

demonstratedðwith deeds and not just 

wordsðthat it is willing to listen to our 

concerns and ideas related to preserving a 
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  The ñGreatest Community 

Banking Show on Earthò takes 

place March 11ï15 in Las 

Vegas. The annual ICBA 

National Convention and 

TechworldÈ is a showcase of 

community banking talent, 

events, speakers and educational 

programs that you wonôt want to miss.   

  Becky and I have had the opportunity to attend 

the ICBA convention through the years, and we 

can attest to its electrifying atmosphere. As 

weôve traveled the country this past year 

visiting state trade association conventions, 

weôve extended personal invitations for all 

community bankers to join us in Las Vegas. 

  If you have attended the convention in the past 

you know what an outstanding event it truly is.  

But if you havenôt attended lately, let me give 

you a little personal ñbehind the scenesò tour. 

Here is my top-10 list of the conventionôs main 

attractions (in no particular order): 

NetworkingðThereôs no better place to 

receive invaluable real-world advice 

from other community bankers. And 

through ICBAôs mobile app, 

community bankers have an extra 

The Greatest Show by Jeff Gerhart, Chairman of ICBA 

way to network and share their 

thoughts and experiences during 

the convention. 

Silent auctionðThis annual ICBPAC 

fundraiser is one of the best social 

events at the convention, and the 

money raised is vital to supporting 

our community banking cause in 

Washington, D.C. As I look around 

our home in Nebraska, I see many 

items weôve brought back from the 

auction, which always provides for 

a grand evening. 

Educational sessionsðTop-notch 

industry experts lead dozens of 

workshops that cover everything 

from lending and regulation to 

technology and leadership. This 

year Iôm also looking forward to 

experiencing ICBAôs revamped 

and expanded workshop lineup of 

nine new topic tracks.  

SpeakersðHear from ICBA leadership 

community bankers as well as 

nationally renowned speakers who 

will leave you very inspired. 

ToursðThere are special opportunities 

6 

to have experiences in Las Vegas 

or nearby that you will remember 

all your life.  

EntertainmentðOne of the 

conventionôs highlights every year 

is its closing banquet reception, 

which this year will feature music 

from the award-winning a capella 

group ñManhattan Transfer.ò  

TechworldðThis tradeshow is a great 

opportunity to visit with many 

exhibitors that offer the products 

and services that can help your 

community bank step it up a notch. 

Habitat for HumanityðIf you can 

arrive a day early, perhaps you can 

volunteer a few hours to help build 

or renovate homes for families in 

Las Vegas. Every year ICBA 

arranges this local public service 

activity in the city hosting the 

convention, and over the years, 

community bankers have done very 

impressive volunteer work. Itôs a 

great opportunity to give back. 

Hey, itôs what we do. 
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