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Introductions
◦
◦
◦
◦
◦
◦

Name
Bank
Position
How many years in the industry
What do you hope to get out of the EDP
Something about you no one knows

Management Development Program



Team Building exercise
◦ In your assigned teams
◦ Use the defined ingredients
◦ Identify the detailed step by step processes
you would use as a team to create the desired
recipe
◦ Be as specific as possible
◦ Reach a consensus as a team

Pasta al’Amatriciana exercise



Ingredients:
◦
◦
◦
◦
◦
◦
◦
◦
◦

1 pound – bucatini pasta
1 cup bacon (pancetta)
1 onion
1 Tablespoon olive oil
1 can – 24oz. Whole peeled tomatoes
2-3 teaspoons red chili flakes
½ cup grated pecorino Romano cheese
1/3 cup parsley
Salt and pepper to taste

How would you make it?



Review results of team building exercise
◦ How many questions did I ask to clarify your
processes?
◦ What did you learn about how to make this
dish?
◦ What was the interaction amongst team
members? Who was most/least vocal..why?
◦ Why the heck did I have you do this exercise?
◦ Apply the learning to management
◦ What are our takeaways from this?

Debrief the exercise



Interest Rate Environment/Margins – reviving economy, historical low interest rates, an improving
unemployment picture



Capital – Management of capital, implementation of Basel III and changes to risk weightings



Regulatory Environment – Changes, compliance,
enforcement and cost



Credit and Overall Risk Management – Credit metrics
improving but still high and focus is on banks to better
assess, manage and monitor their risks



Technology - Utilization, delivery channels, cybersecurity



Shareholders – Expectations on rate of return and illiquidity of stock
◦ 67% of stock held by institutional investors vs. 51% in 2006
◦ Low return prospects

Industry challenges

Bank leaders hold a rosier view of economic affairs for the coming year‐although they remain
wary of the impact of economic events on their institutions.
■ Top three concerns of bankers:
 Margin compression
 Regulatory compliance burden
 Loan competition
■

Executives and directors express less concern on the issue of capital than other issues
with 71% indicating their bank’s capital levels are satisfactory.

■

Cyber security risk is a growing concern for bankers, particularly for institutions with
more than $10 billion in assets, but it’s impacting smaller banks now as well!!!

■

Banks are willing to trim staff as a way to become more efficient and 40% plan to reduce
staff and 34% plan to close branches.

■

Banks remain wary of social media, with less than half of respondents saying their bank
engages with customers via Facebook or Twitter.

Bank leader perspective

 The U. S. economy grew at an annualized rate of 2.1% through 3rd quarter this year, down from
2.4% through the 3rd quarter of 2014. 2014 annual growth rate was 2.4% vs. a rate of 1.9% in
2013 , and 2.8% in 2012. We’re still down from 2012 levels.
 The U.S. 10 year yield in June 2007 was 5.25%, while the U.S. 2 year yield was 5.10%. The 15
BPS spread of a flat yield curve signaled a recession. As of December 2015, the 10 year was
2.24% and the 2 year was 0..95%. The spread between the 10 year and the 2 year widened
from a year ago.
 Unemployment has fallen from a high of 10% in October 2009 to 5.0% today, a 5% decline.
However, the labor force participation rate of 62.5% remains low. There is also evidence that
the jobs being created are at the low end of the job market.
 The Federal Reserve has maintained a targeted Federal funds rate down to 0 to 25 BPS for
several years, well below prerecession levels of 5.25%.
 The Federal Reserve, through separate bond purchase programs (quantitative easing), pushed
the long‐end of the yield curve down. These purchase programs have purchased 80% to 100%
of the new issue Treasury market and 80% for the new issue mortgage‐backed securities
market. This has now ended and we’re waiting to see the impact on the economy of the
proposed rate increases by the FED.

Economic environment

 The U.S. Government, thanks to TARP and a crashing economy, ran over $1
trillion deficits from 2009‐2012 until 2013 when tax increases and spending
cuts have reduced the deficit to $468 billion. (2015)
 The banking industry has been recapitalized and is in good financial condition.
 The auto industry is back to a pre recession 16.5 annual run rate and
establishing new sales records. The big difference is that 5 years ago the auto
industry break‐even point in vehicle sales was 16 million – today it’s 11 million.
 Housing prices for existing homes have been rising at a 10% year‐over‐year rate
in the urban markets. However, new housing starts still remain low, and there’s
a shortage of homes available for sale.
 The National Federation of Independent Business survey continues to
find that the majority of small businesses maintain a somewhat negative
outlook for sales and economic expansion.
 Regulatory uncertainty, the ongoing impact of Obama Care, and terrorism
remain factors making businesses very cautious.

Economic outlook








Net interest margin – Pre 2008 vs. today
◦ 3.8%-4%

3.4% - 3.8%

◦ 55%-60%

60%-74%

◦ 6%-7%

7%-9%

◦ 1%-1.1%

.8%-1%

◦ 12%-14%

8%-10%

◦ 8%-10%

4%-5%

Efficiency ratio

Tangible common equity

Return on Average Assets
Return on Average Equity
Annual EPS Growth

Bank earning expectations








The number of banking institutions in the U.S. has
dwindled to its lowest level since at least the Great
Depression, as a sluggish economy, stubbornly low
interest rates and heightened regulation take their
toll on the sector.
The number of federally insured institutions
nationwide shrank from 6,891 in the 3rd quarter of
2013 to 6509 in 4th quarter of 2014.
Total deposits have expanded but more gradually.
Loan volume is lackluster at best.

What’s happening?



Transaction volumes are going down in‐store and
increasing in self‐service channels.



Foot traffic, according to Celent, is declining 5%
a year and the firm predicts overall traffic could
plummet by as much as 60% within five years.



Bain reports that mobile banking traffic was up 50%
over the previous year and we now have more transactions and users for
mobile actions than web based.



While customer self‐service interactions have increased, most customers
continue to use the branch to open an account, loan application and
problem resolution.



Customers want to bank in the most convenient way for them.



Between 2003‐14 ‐ 28% decrease in number of institutions

What’s happening








51% of U.S. adults and 61% of internet users already
bank online.
$1.5 million = average spent on mobile/online banking
by the 200 largest banks this year.
Average bank teller transaction cost = $4.25, average
cost for the same mobile transaction = $0.10.
87% of banks say customer loyalty (“stickiness”) is the
biggest motivator for investing in mobile banking.
The number of mobile banking accounts is forecast to
double to 1.8 billion over the next four years!!!
Top 5 Banks have increased market share from 10% in
1990 to 44% today.

Banking trends

Community Banks Survival Guide
 Diversity and risk management
 Rely on scale of vendors
 Build your bank around your customers
 Be more nimble than TBTF
 Clearly answer, “why bank with us”, and deliver on the promise.
 Brand value and limited focus should result in acceptable profit.
 If we’re a community bank then what about small business?
 What are you doing about mobile banking?

Community banks











Two-thirds of respondents said their primary bank was inferior to
other companies that offer great customer service
Almost one out of three had a complaint that was not completely
resolved
Three-fourths of respondents had issues with basic products such
as checking accounts, credit cards, mortgages or debit cards
Erroneous fees, missing or misapplied payments and fraud
topped the list for service problems
Almost three-fourths of complaints required at least two
interactions
Unresolved issues led to 63% of respondents to reduce usage or
leave
A recent WBA class on customer service shopped 18 different
banks in the downtown Seattle area and the highest service score
any of the banks received, on a scale of 1-5 with 5 being the
highest was a “2”
What is this telling us about the level of customer service banks
are providing their customers?

What do our customers think?









If you look at the leadership in a number of
banks today both their executive management
team and their boards are aging rapidly and near
retirement age
Many of them are burned out after the struggles
of the past few years and can’t wait to get out
Bank stock prices in the last two years have
increased substantially making it possible for
some of these leaders to “cash out” and leave
the industry
Who is ready to step up and assume these
leadership/management challenges?
We currently have a talent crisis in the industry

The aging bank leadership









What is being done for leadership
succession?
Are we growing our own or looking
outside our organizations for future
leaders?
How will supply and demand impact our
ability to find and retain top talent?
What will that talent cost us?
What about mentorship? Who’s guiding
and developing our future leaders?
What does this mean for our industry?

Succession planning

Category

Baby Boomers

Generation Xers

Generation Y/Millennials

Birth year

1943-1960

1960-1980

1980-2000

Education is

…a birthright

…a way to get there

…an incredible expense

Attitude toward
authority

Replace them,
challenge them

Ignore leaders

Leaders must respect you

Schedules

Frantic

Aimless

Volatile

Career

General focus

Irritant

Always changing

Technology

Master it

Enjoy it

Employ it

Interactive style

Self-absorbed

Entrepreneur

Team player

Work is

…an exciting adventure …a difficult challenge …a means to an end
Question authority,
driven, optimistic,
Latch-key kids, do it Asks why, structured,
efficient
my way, survivors,
supportive, creative

Characteristics

team player
Message that
motivates

"You're important to
our success"

self-reliant,
independent
"Do it your way"

team participant
"You and your coworkers can
©Zavaglia
Consulting,
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Category
Core values

Baby Boomers

Gen Y/Millennials

Skepticism, fun,

Realism, confidence,

informality

Extreme fun, social

Latch-key kids

Merged families

Communication media Touch-tone phones

Cell phones,

Internet, picture phones

Communications

call me anytime

call me only at work

E-mail

In person

Direct immediate

E-mail, voice mail, texting

Consensual, collegial

Everyone is the same,

To be determined

Family

Leadership style

Optimism, involvement

Gen Xers

Disintegrating

challenge others, ask why

Dealing with money

Buy now, pay later

Cautious, conservative

Earn to spend

Save, save, save

Work ethic and values Workaholics, personal

Eliminate the task,

What's next, multitasking

fulfillment, question

self-reliant, want structure
tenacity, entrepreneurial
©Zavaglia Consulting, LLC
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authority, crusader, quality

and direction, skeptical

tolerant, goal oriented



We’ve got three different generations in the
marketplace
◦ Boomers
◦ Gen X
◦ Gen Y

How are these differences impacting our
ability to address the challenges of the earlier
slides?
 Examples:


◦ Optimistic vs. skeptical vs. hopeful
◦ Work for money vs. me first vs.
participation/achievement
◦ Duty vs. personal fulfillment vs. instant feedback
◦ Drive vs. balanced vs. determined

Generational differences

As the diversity of our country/state morphs
what about that of our workforce?
 Importance of building a franchise that
accurately reflects the diversity of our
communities
 This would include language skills, knowledge
of cultural norms, even bank forms printed in
other languages
 I want to bank with someone who truly
understands me, my needs, my challenges,
and respects me for who I am and is there to
assist me in understanding the nuances of
banking in the US vs. my country of origin


Ethnic diversity












What are we hearing about employee engagement?
Almost 80% of employees are not actively engaged in their work
In many institutions the top level of management is comfortable
with the status quo, while the next level of management is
wanting change which is exacerbating the problem
Much of the work we do can be routine, mundane, and down right
boring
We are burdened with regulatory and compliance issues which
guide many of our actions
We spend 75% or more of our time being reactionary vs. being
proactive on our jobs
Our industry is risk adverse by nature thus limiting the ability of
our employees to think outside the box when it comes to problem
solving, etc.
So if I’m a Gen X or Gen Y which like being part of team, like to
know that I make a difference, like working for a company that is
somewhat leading edge in it’s technological capabilities, the
above issues can limit my willingness to work for a bank long
term

Employee engagement



Looking at what we’ve talked about today:
◦ What are your takeaways?
◦ What are the slides telling us about our industry
and the management challenges we are and will be
facing going forward?
◦ What does this mean to you and your institution?
◦ What about the future of community banking?
◦ What do we need to do to ensure the viability of
our segment of the industry?
◦ What is this saying about the potential for further
consolidation?



Other comments???

Takeaways



Why we created the Executive Development
Program

◦ We saw the need to develop future bank leaders,
especially after the financial crisis that occurred a few
years ago
◦ Bank management in today’s banking environment is
more challenging than ever yet the resources available to
develop bank management is scarce
◦ It provides a tool to assist local banks identify their
future leaders and prepare them for positions of greater
responsibility
◦ It also allows networking amongst future bank leaders
from different banks which will provide cross cultural
dialogue and learning experiences
◦ We wanted to provide an “experiential learning”
experience for you, which is how adults learn best, and
teach you how to utilize these same techniques at your
own institution

EDP overview










Experiential (hands on, interactive, learn by doing, team
problem solving and work groups)
Self-study and analysis – meet with bank leaders at your
institution and others giving you valuable “face time” with
key individuals at your bank
Team assignments and exercises – just as it’s done at
businesses around the country – working within a team
environment
Mentoring – personalized management development by a
banking professional who will work with you throughout
this program and hopefully challenge you to expand and
grow and help you see the importance and nuances of
management at a higher level within your organization
Introspective – time to analyze your own management
style and skills, link those with your banking knowledge,
and provide you with personal and professional growth
opportunities

EDP - Learning methodology










Key to this program is the outside the classroom
experiences and research you will be asked to complete
either individually or within teams
Come prepared to class – this will make the classes
progress more rapidly and enhance the learning
experiences for all
This means please complete your homework assignments
before class and send copies to the OBA
Since some of the assignments will be team oriented
please be respectful of your classmates by being a
responsible team member. Actively participate, complete
your agreed to duties, assist your teammates as you would
want them to support you
Each instructor will come in expecting you to be at a
certain level of understanding on their topic so completing
the homework is essential and will enhance your learning
while in class

Homework assignments

 Review

mentorship guidelines

◦ Separate handout

Mentorship guidelines















Class starting times
Breaks
What if you’re sick and won’t be able to attend?
Attendance is expected unless you’re sick, schedule is
posted so please denote the dates and times in your
personal calendar
Talk and meet with with your mentor every month
Provide us with ongoing feedback on how you’re benefiting
from the class and what we can do to enhance your
experience
Dress for the class – business casual (dress comfortably)
Please be courteous of your classmates and instructors and
return from breaks and lunch on time
We do require that all cell phones be turned off during
class sessions, if there is an emergency please provide the
OBA phone number to your bank and family so you can be
reached if an emergency does occur
Other items

Final points

