News, Analysis and Perspective
for Community Banks by
the First Bankers’ Bank

Independent

Independent

This Issue:
1-2 A Closer Look at Commercial
Real Estate Loans
3 BankValue Regional Bank
Peformance Update
4 Employee Spotlight
Elizabeth Woodruff
5 USource Fall Forum
6 Keeping the Community
in Community Banking
7 New Credit Card Fraud
Protection for
UBB Cardholders

United Bankers’ Bank
Suite 1500
1650 West 82nd Street
Bloomington, MN 55431-1467
If you have questions about our
products and services, please
call us at 1-800-752-8140.
www.ubb.com • Member FDIC

A Closer Look
at Commercial
Real Estate Loans

Bill Rosacker

Summer 2016
A Quarterly Publication of
United Bankers’ Bank
Member FDIC

A Note from the President

Friday, July 22nd, 2016 was an important and
exciting date in United Bankers’ Bank’s history,
as it marked the completion of our merger with
Ohio-based Great Lakes Bankers Bank (GLBB).

by Conrad Newburgh

Gain new customers.
Grow your bank and balance sheet.
Meet the credit needs of your largest customers.

Put your community bank
in a position to compete for
more business and meet
the credit needs of your
best customers.

Providing:
• Participation Loans
(Bought & Sold)
• Bank Stock Financing
Benefits of Working with UBB:
• Access to quality credits
• Experienced lenders who understand
community banks and their portfolios
• UBB will never compete
with you for your customers

Member FDIC

Contact the UBB Lending experts today!
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Kevin Bostrom • Kevin.Bostrom@ubb.com • 952-885-9514
Conrad Newburgh • Conrad.Newburgh@ubb.com • 952-885-9511

Commercial real estate loans have been a core business for
community banks throughout their history and participation
in these loans continues
to be a core business for
UBB. Commercial real
estate loans present their
own unique challenges,
as we are all aware-sometimes painfully.
However, as of late,
business has been good.
The loans are paying as
they should, there is new
construction in many
markets, and vacancy rates remain low.
Everything seems to be working. So, what could go wrong?
Well, the usual things. Overbuilding in the multi-family
market could lead to increased vacancy and rent
competition in that market. Changing attitudes about home
buying, combined with supply imbalances have driven
growth, but when is enough, enough? Technological
change in distribution channels and changes in consumer
behavior could change the way people buy things, leading
to changes in the demand for retail space and to higher
vacancy and lower rents. Changes in communication
technology directly impact how people work, providing
many workers the option to work from home. Changes in
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This process would not have been possible
without the tireless efforts of everyone involved.
I especially want to thank Tom Tenwalde,
Charlotte Martin, and the entire GLBB Board of
Directors and staff for all of their hard work and professional
collaboration throughout this process. I know I speak on behalf of the
whole UBB team when I say that we are not only looking forward to
building and strengthening relationships with our new customers in
Ohio and Michigan, but are excited about what this new and stronger
UBB means for all our customers today and into the future.
The featured cover story of this edition of The Independent comes from
Conrad Newburgh, Vice President of Lending. With over 37 years of
commercial banking experience, Conrad provides an insightful look into
the current state of the commercial real estate market. His story
highlights everything that is currently good with commercial real estate,
while also providing warning signs that community banks should be on
the lookout for and what they can do to prepare themselves in the event
of downturn in the market.
Matt Becker, Vice President of BankValue, also gives a regional bank
performance update, which shows a generally positive trend among
community banks in the UBB service area. Matt incorporates some key
statistics, as well as cause and effect scenarios that all point to a healthy
community banking industry that is adjusting to its new norm.
In this issue we spotlight Elizabeth Woodruff, Vice President of
Operations, from our Ohio branch office and feature Hillsdale County
National Bank (HCNB) in Michigan and learn from Craig Connor,
President and CEO, how HCNB is “Keeping the Community in
Community Banking.”
We have a busy month of September planned with regional events in
Montana, South Dakota, Nebraska, and our Minnesota Fall Conference.
We encourage you to visit www.ubb.com to stay up-to-date with UBB
news and our upcoming event schedule.
In closing, I hope you all enjoy the remainder of your summer and please
don’t hesitate to reach out if we can help you in anyway. Remember,
UBB is always First for Your Success.
www.ubb.com | I n d e p e n d e n t
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BankValue

how we work and live can lead to different office
configurations, a demand for different amenities, and
changes in how we view and value office properties.
All of this affects demand for space, and ultimately,
rents and vacancy. Another thing that could go wrong is
an increase in interest rates. Although the idea of higher
interest rates may seem fanciful, rates could go up.
Well, they could.
So, what do we do about it? First, as
part of the underwriting analysis we
subject the property to a stress test
to determine how changes in the
levels of vacancy, interest rates, and
cap rates impact the property’s cashflow, debt service capacity, and the
loan to value. The test enables us to
calculate the property’s break- even
point under different vacancy
scenarios. This allows us to measure
the cushion between current or
anticipated performance and the bare
minimum needed to make payments.
It also gives us an analytical framework for testing the
property’s resiliency.
This brings us to the second point, which is to look at
the property’s vulnerabilities. They will be the drivers of

vacancy, which is a much bigger concern than interest
rate sensitivity at this time. On the commercial side, we
are interested in the internal vulnerabilities from tenant
concentration, weak tenants, near term lease
expirations, and the like. We are also interested in
market vacancy, trends, and what potentially
competitive properties are under development. These
last factors affect the multi-family side, as well. We want
to know how our property compares with its
competitors in terms of location and amenities. Can it
hold its own with other properties?
Can it lower rents and still pay its loan
and make necessary capital
replacements? Does it need to spend
money on improvements to remain
competitive? Does the
owner/operator have the money?
At the end of the inquiry, we have a
sense of how our property will do
under the stress from reasonably
foreseeable changes in the
marketplace. A key factor is how it
compares to other available
properties. If someone loses rental income, will it be
your property, or some other one? As with the old joke
about the two hunters fleeing the bear, you don’t need
to be faster than the bear, but you do need to be faster
than the other hunter.

Leading Provider of
Bank Valuation Services
Services Provided to Community Banks
• Stock Valuations - Estate Planning, ESOP,
Sub-chapter S Conversions, Buy/Sell Agreements
• Mergers & Acquisitions - Fairness Opinions,
Assistance with Purchasing or Selling a Bank
• Market Research - Market Studies,
Deposit Projections, Data Mining

For more information, contact Dwight or Matt.
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If there’s one thing liberal and conservative pundits seem
to agree on, it’s that the country is headed down the
road to oblivion, and the only way to stop it is to vote for
their guy or gal. In the BankValue department, we’re a
little less pessimistic than that, but would agree that we,
as a nation, have some things we could do better. We
find it helpful every once in a while to pause, look away
from our headline news source of choice, take a deep
breath, and literally or figuratively step outside and look
around. When we do that, we tend to find things in our
own neighborhood really aren’t too bad! And when we
talk to clients about how things are going, the responses
usually range from “Cautiously optimistic” to “Actually,
pretty good.”

That gives you a look at how the industry in aggregate is
doing, but tends to reflect what’s happening at the
largest banks in the group. Looking at medians of the
whole group provides a better picture of what’s going
on with the banks in the middle.
When it comes to loans, we’re seeing a wide range of
growth figures at community banks, sometimes even in
the same market. This is because loan growth comes
from a combination of economic activity, differing sales
cultures, and differing philosophies regarding risk. But
overall, loan demand seems to be up, and many banks
are seeing healthy loan growth for the first time in years.
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For more information on BankValue Advisory Services,
contact Matt Becker, Vice President, BankValue
at 952-886-9526 or Matt.Becker@ubb.com.

Matt Becker: 952.886.9526
matt.becker@ubb.com

Dwight Larsen: 952.886.9525
dwight.larsen@ubb.com

Regional Bank Performance Update

Member FDIC
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United Bankers' Bank
Call Report (unaudited)
6/30/2016
Balance Sheet (000’s)

Elizabeth Woodruff
Vice President, Operations

Assets:

614-962-6507 Elizabeth.Woodruff@ubb.com

Cash and Due from Banks $ 40,816
Investments

$ 195,820

Fed Funds Sold & Securities
Purchased Under Agreement
to Resell
$ 65,271
Loans
Outstanding

$ 469,849

Loss Reserve

$

(6,633)

Other Assets

$ 25,708

TOTAL ASSETS

$ 790,831

Family Members: Married 16 years to Wayne.
Pets: Very bad grey kitty named Scarlett. (Go Buckeyes!)
Played most on iPod: Wow! I don’t even have an IPod! I like classic rock and
80s music.
Interests: Reading, bicycling, walking, nature hikes, current events.
If I could live anywhere in the world, I would live in: I actually really love living
in Columbus, because it has so much to offer, but someday I’d love to have a
beach cottage and a mountain retreat! Virginia might be the answer.
If I could have one super power (besides flying) it would be: I’d love to have the
ability to become invisible.

Liabilities and Capital:
Deposits

$ 623,819

Fed Funds Purchased

$ 38,207

Other Liabilities

$ 47,584

Equity Capital

$ 81,221

TOTAL LIABILITIES
& CAPITAL

$790,831

If I was not working in banking I would: Probably have been either a scientist or
a college professor.
I started working at UBB in: I started with Great Lakes Bankers Bank in 2006 and
became part of UBB in July.
My favorite part of working in banking is: I love working with community
bankers. Across the board I find that this is a collection of people who have the
mindset of “doing the right thing”. They are truly involved in and passionate
about supporting their communities and helping them thrive.

INCOME STATEMENT (YTD)
Interest Income

$ 11,378

Interest Expense

$

1,455

$

9,923

Loss Provision

$

–

Net Interest Income

$

9,923

Other Income

$

7,351

Total Income

$ 17,274

Operating Expenses

$ 13,732

Securities Gains (Losses)

$

–

Net Income Before Taxes

$

3,542

Tax

$

1,275

NET INCOME

$

2,267

Net Interest Income

Many people don’t know that I: Was born and raised in the South and spoke with
a southern drawl. You’ll still hear a “y’all” from me now and then.

The best advice I ever got was: Start saving early! From my experience as a
community banker, I understand the many demands placed on bankers and the
many hats they must wear. I am proud to provide support for the work that they
do in their communities!

(After Provision)
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Fall Forum
November 1st – 10th in various cities:
Creating a Workplace Culture of Recognition
Recognizing employees’ contributions and value to the bank
can impact overall employee productivity, increase profitability,
and improve the retention of employees. Attendees will be
encouraged to share recognition programs at their bank as we
explore other types of recognition that are appealing to all
generations, but with a particular focus on the millennial
generation.

We will also provide assistance in how to set up and navigate
social media sites, the prime source of communication and
information for the largest applicant population--millennials.
As we may strive to build a recognition culture where all
employees feel valued, there will be occasions when you are
required to have difficult and stressful conversations with a few
employees. We will explore how to handle difficult
conversations effectively focusing on the goal of maintaining
relationships and building a stronger workplace culture.

Forums are complementary for USource members and $220 for non-members.
For more information and to register for webinars and the forum, go to Events at www.ubb.com.

More Webinars!
USource Webinars - begin at 10:00 a.m. and typically last about
45 minutes. USource webinars are FREE for USource members
and only $85 for non-members. To register, visit www.ubb.com
and click on the News & Events button.

Webinars
Watch for a USource webinar on the exempt classification after
the final rule is published, but before it is effective.
August 18th – Conducting Background Checks: This
webinar will explain how to comply with the Fair Credit
Reporting Act, the Equal Employment Opportunity
Commission’s recent released non-discrimination guidance,
various state laws, and the legal requirements specific to
financial institutions. Whenever multiple levels of government
and several agencies with various perspectives are involved,
compliance becomes a bit of a minefield.
September 15th – Legal Update: Complying with the
plethora of laws and regulations from various government
agencies continues to be challenging, especially for federal
contractors. Join us to learn more about new family leave
guidance for federal contractors, the Fair Trade Secrets Act,
the DOL fiduciary rule, regulations related to pay transparency
and discrimination, and other various regulations and trends.

October 6th – Managing Change: The pace of change
seems to have accelerated for many industries, but especially
for the financial services industry. Managers and HR
professionals are tasked with the challenge of maintaining
positive momentum throughout the change process. Change
is very hard for many employees; the status quo can be so
much more comfortable. This webinar will help you anticipate
employees’ response to change, create an effective
communication plan, and give staff the tools to propel them
through the phases of change.

“It is not the strongest or the most intelligent who will survive, but those who can best manage change.” --Charles Darwin.

At the State line of KY and VA at Cumberland
Gap with my parents and Scarlett!

If you have questions or would like more information about the
USource Human Resource Management program, please
email us at usource@ubb.com or call us at 866-394-1984.
Elizabeth and Wayne.
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New Credit Card Fraud Protection Service for UBB Cardholders
Keeping the Community in Community Banking
Hillsdale County National Bank • Hillsdale, MI
Nestled in southern Michigan is the city of
Hillsdale, home to the headquarters of
County National Bank. Hillsdale County
National Bank (CNB) first opened their doors
in 1934 with a primary focus to serve and
invest in its community. Many things have
changed over the past 82 years, but CNB’s
commitment to the communities they serve
is not one of them, which has been a key
factor in helping the bank expand into 12
additional office locations. Read below to
see how CNB is “Keeping the Community
in Community Banking.”

Bank Name:
Hillsdale
County National Bank
Bank Representative:
Craig S. Connor President and CEO
Asset Size: $549,502,000
Number of Locations: 13 locations in South Central Michigan
Number of Employees: 141 full time, 35 part time
Established: 1934

2016 Chilli Cook Off
What is your community most known for?
Our communities are just like the people who
live there; they are all unique and offer different
gifts. From rural areas to medium sized cities,
Southern Michigan offers so much to its
residents, from local industries that include
manufacturing, healthcare, education, and
agriculture, to a host of great recreational
areas, providing residents with access to
pristine lakes, parks, golf courses and more.
How is your bank involved
in the community?
Our employees, executives, and directors
serve on non-profit and service group boards.
We teach financial literacy programs in local
schools, host business after hours, lunch and
learn events and trust seminars for local
business owners and customers. In 2015,
CNB employees volunteered over 3,300 hours
within the communities we live and work!
What makes community involvement
important to you and your bank?
Our current slogan is, “Banking that Stays in
the Community”. It is not only about deposit
6 | I n d e p e n d e n t | www.ubb.com

City Population: Market combined population; Hillsdale, Jackson
and Lenawee Counties are 306,828. Primary cities include Hillsdale 8,305, Jackson - 35,534 and Adrian - 21,133.

dollars staying in the communities; it truly is about our bank and staff
being involved in the community. We work hard to make a difference in
the overall quality of life in our markets. This includes encouraging
activities that increase commerce, employee volunteerism and
donations to worthy causes.
What do you like best about your community?
There are many aspects that make our communities great; each
market offers plenty of economic opportunity, affordability and are
great places to raise a family. The relationship of the bank, schools,
businesses, churches and residents are all positive. Overall, the quality
of life is what makes each market such a special place. We all live in
communities that we want to see grow and prosper and CNB is proud
to be a part of that culture.
What do you like best about working at your bank?
It is very rewarding to witness customers and our staff as they grow
and prosper. We build lasting relationships and get feedback from
neighbors, business associates and organizations that lets us know
our bank is appreciated.
Employees are encouraged to volunteer in their communities. It’s a nice
change of pace for both employees and customers to know that CNB
is all about great customer service. Solid leadership and feedback from
upper management is key to CNB’s success and because of these
factors, our customer longevity and satisfaction is unbeatable.

Attacks on existing credit and debit cardholders
constitute 89% of domestic fraud-identity cases. It is
easy to understand why consumers demand that their
bank make security and protection a top priority.
UBB is improving our credit card program with a new
fraud prevention enhancement. Our credit card
processor, FIS, has just created a new solution to help
our credit card customers stay in touch with fraud
prevention and detection strategies. Consumers with
our credit card program will receive a real-time, two–way
SMS text for quicker fraud identification and prevention,
as well as interactive voice and email fraud notifications
if no response is received by text or phone calls. This
service is called SecurLOCK Communicate. It is
designed to reduce customer engagement time by
50%, and decrease unrecoverable fraud losses by up to
70%. Anti-ANI (Automatic Number Identifications)
spoofing provides an additional layer of email fraud
security.
The new technology
utilizes best
practices to quickly
and efficiently
engage with
consumers across a
host of scenarios.
It also provides the
ability to develop
broad and complex
risk data analysis
strategies enriched
with customer
feedback and
context. This is in
addition to the
upgrade in the
Falcon alert system
that took place in 2015.
In addition to these cardholder functions, SecurLOCK
also includes enhanced caller-authentication technology.
This identifies legitimate phone calls to the contact
center, allowing for more efficient call handling, while
non-validated calls receive closer scrutiny for potential
caller spoofing, a falsification intended to bypass
security authentication measures of the origination of a
phone number so it appears to be the number on

record. These enhanced capabilities bring the average
speed of consumer engagement per transaction to less
than 30 seconds.
Why this is a very good thing:
• More and more transactions are moving toward online
payments, or payments from mobile devices.
• Over 80% of Americans own and use cell phones.
• Fraud losses are climbing in the US right now
because of the migration to chip cards. That leaves
the cards with the mag stripes exposed to criminals
who are concentrating on cloning the mag stripe
cards, or performing card not present transactions.
Think the Target or Home Depot breaches….
• 88% of fraud victims do not receive real time alerts,
which could lead to earlier fraud detection. Earlier
detection limits the financial impact to consumers,
and also alerts them to possible identity theft issues.
• And earlier detection also reduces customer
engagement in
fraud resolution,
and less time from
your staff in
supporting fraud
resolution.
Security is one of
the biggest issues
out there for
consumers today,
and will drive who
they use for their
financial services.
All card issuers will
be going in this
direction
eventually, as more
consumers are
reporting a need
for this kind of responsiveness from their financial
institution. This could also be a great marketing angle—
“Here is how we at (Your Bank Name) are protecting
your financial security…”
Look for more information about SecureLOCK and
other important credit card program updates coming
soon!
* Javelin 2016 Safety Scorecard

Betsy Troyer, VP Bank Cards & Payments Management • betsy.troyer@ubb.com • 952-885-9457 • 800-752-8140
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