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Bank lending continues to decline

BY RICH KIRCHEN
rkirchen@bizjournals.com

Dave Schuelke, who opened Spring Bank
in Brookfield in September 2008, has seen
his bank’s loan business grow steadily
through the recession and the current
sluggish economy.

The bank has gained new customers
primarily by taking business loans and ac-
counts from existing banks, Schuelke said.
Spring Bank focuses on smaller businesses
with annual revenue of $20 million or
less.

“The pie isn’t getting bigger in the mar-
ket we serve,” Schuelke said. “Only a hand-
ful of our customers are growing, buying
equipment, expanding or buying their
buildings.”

Considering that most southeast Wiscon-
sin businesses remain in a post-doldrums
mode, bank executives say it's not surpris-
ing that total lending has continued to de-
crease.

Even businesses that are doing well are
holding their cash and, in many cases, pay-
ing down their debt. That also causes bank-
loan totals to decline.

“The norm is just hunkering down,”
Schuelke said. “They don't need a bigger
line of credit.”

Total loans for Wisconsin banks declined
1.7 percent in the third quarter that ended
Sept. 30, 2011, compared with the previ-
ous quarter. Total loans were 6.3 percent
lower on Sept. 30, 2011, than they were a

year earlier.

Signs of improvement are emerging,
however,

Despite the overall decline, 14 of 38
southeast Wisconsin banks tracked by The
Business Journal reported increases in to-
tal loans during the third quarter.
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Peter Bildsten, secretary of the Wisconsin
Department of Financial Institutions, said
his recent conversations with bank execu-
tives have been more upbeat about lending
in 2012.

Most banks have addressed many of their
loan problems and are becoming more
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Reflect, Rethink & Leam

Most organizations are in new territory. Few things are working as they

should. The result is uncertainty, fear and anxiety. And, for leaders, few
things could be worse. Too much stress reduces our ability to reason, to
see trends, to think about the future; to make good judgments and, most

importantly, to learn. More than ever, leaders need to take the time to reflect,
rethink and learn. We may not be able to change the situation, but we can
change how we think about it and how we respond. Imagine being part of

a close-knit peer community that enables you to distance yourself from
day-to-day stresses and encourages reflecting, rethinking and learning. A
community that seeks the wisdom of others, searches for new information,
values alternative perspectives, and pursues leaming so that its members
and their companies can grow. There is such a community, and it is called
Executive Agenda.

Executive Agenda (EA) is Wisconsin's oldest and largest membership
organization dedicated exclusively to executive development across diverse
business functions. If you are a senior-level executive, other than a CEQ or
president, and the kind of business leader who seeks to learn from others,
join us for breakfast. You will not only learn why nearly 500 of Wisconsin's
best belong to EA, you will also experience the EA process and the power
of peer leaming.

» Thursday, February 16 — Country Inn & Suites Hotel, Brookfield
* Tuesday, February 21 - Radisson Hotel Mayfair, Wauwatosa

This breakfast is a guest participation meeting so seating is limited.
To reserve a place, call Executive Agenda toll free at 877-MY GROWTH
(877-694-7698) or 262-821-3600, or e-mail us at

ea@executiveagenda.com = www.ExecutiveAgenda.com EXECUTIVE
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Spring Bank’s Dave Schuelke (right) with customer Bob Magnus, president of Spinweld Inc. of Brook-
field, which has a credit line and an SBA loan with the bank.

profitable, which provides more capital for
lending, Bildsten said. Many businesses, as
well, are performing better and have im-
proved their balance sheets, which makes
them more attractive candidates for loans,
he said.

“Borrowers are more interested in loans
and in a position to borrow," said Bildsten.

DEMAND HOLDS STEADY

A survey released last week by the Wis-
consin Bankers Association found that
69 percent of bankers responding expect
business-loan demand to hold steady the

first half of 2012 and 30 percent expect

growth in demand.

First Bank Financial Centre, Oconomo-
woc, has seen increases in its total loans
primarily due to adding market share in
U.S. Small Business Administration-backed
loans, said president and chief executive
officer Mark Mohr. The SBA loans, which
carry lower interest rates and longer terms,
typically improve business cash flows, he
said.

Mohr said his bank is seeing business
growth among small manufacturers with
annual revenue of $1 million to $10 mil-
lion.

“In the manufacturing sector, there defi-
nitely is some activity going on,” he said.

Bank executives continue to say as long
as the economy is fairly stagnant, loan de-
mand will be, too.

“There’s much less loan demand —
there's no question about that,” said Jim
Friedman, an attorney with Quarles & Bra-
dy LLP, Milwaukee, who represents banks.

On the flip side, some business owners
and executives continue to complain that
banks either don't seem capable of lending
or have become overly cautious.

A dozen or so southeast Wisconsin
banks are limited in their ability to lend
due to regulatory orders to improve their
capital ratios. Banks that are at or near
their minimum capital levels are less likely
to lend, said Chuck Jackson, an attorney
who works with banks at Michael, Best &

Lending more
Area banks with a minimum $100 million in
assets that increased net loans:

NET LOANS
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Friedrich LLP, Milwaukee.

“That's been a drag on lending,” he said.

Any loan growth that banks achieve this
year will be in commercial and industrial
lending, such as credit lines, said Kenneth
James, a bank analyst at Sterne Agee Group
Inc. in Nashville. Thus far, it has mainly
been the larger banks that have added to
loan balances and they're doing it with
larger businesses, he said.

Smaller community banks are not go-
ing to see much loan growth this year, he
said.

One category of lending that remains
nearly nonexistent is commercial real es-
tate and real estate development, James
said. The real estate market still is digging
out of the post-boom slump.

“Construction and development and
commercial real estate is not growing and
is not going to for some time," James said.




