FINANGE & MONEY
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Real Estate

The recession of 2008 and its after-
math reordered the landscape across

industries. In banking, the most obvi-
ous effect was to tighten the rules on
mortgage lending after passage of the
2010 Dodd-Frank Wall Street Reform and
Consumer Protection Act.

The act created strict new un-
derwriting and capital regulations for
federally insured financial institutions.

But for community banks, those were big

Specialization has come to the lending business, but asks, with small banks required to hire
doing it well requires planning for the worst new compliance teams, which ate into

revenue. For Sacramento-based Five Star
BY STEVEN YODER Bank, the changes meant getting out of

the mortgage business altogether. “We

just thought our time is not best spent
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here,” says president and CEO James
Beckwith. “There are other (banks) that

theater before, but this is how it pencils
out, and I've got great credit.”

SPECIAL PROMOTIONAL SECTION

do this and can do this a lot better than
we can.”

Instead, Five Star has focused on
specific niches. One is loans to faith-
based organizations. In assessing the
finances of religious bodies, the bank
knows the credit metrics to look for
that others might not: the tenure of the
leader, how long the organization has
been around, whether its membership is
growing and whether there's concentra-
tion in who gives. (

Five Star's move reflects a national > .
trend. !n the fmanual sector, selltoffs of UIHPOInt :
operating units and asset portfolios —

The bank approved the loan, and
Emerick bought the building. Eight years
later, he says there are some months
in the summer when the Crest has a
booking every day. In 2014, Emerick
went back to Golden Pacific for another
loan when he wanted to convert the

content I strategies

an indicator of specialization — almost
doubled since 2011, according to a report
from Deloitte, an audit, consulting and
financial advisory company. Around the
country, the loan slices have narrowed

to slivers: yachts, medical equipment,
septic systems, Amish farms and more.
Banks find an industry, product or cus-
tomer with potential, study it, and sink
resources into working with a sector.

For Five Star, that meant loans to
finance such things as mobile-home
parks, government projects and agri-
culture — particularly almond orchards,
says Beckwith. “We get into these par-
ticular markets in which there aren’t a lot
of players: It's still competitive but not
as competitive as for mortgage loans,”
he says.

But if it's the wave of the future,
niche banking also demands that lenders
balance their portfolios in a few different
ways to limit risk.

When Robert Emerick went to
Golden Pacific Bank in 2011 to see about
a loan, he didn't have much hope. He'd
built a successful engineering business
and now dreamed of renovating a Sacra-
mento landmark — the downtown Crest
Theatre. By that point, in the wake of the
recession, banks were pulling back, and
he'd already been rejected by five or six.
But he'd heard that Golden Pacific was
interested in lending. He recalls telling
them, “Hey, look, I've built a company
and sold a company. I've never bought a

r‘“

MULTIPOINT CONTENT STRATEGIES

PODCASTING ... AMARKETING TOOL

odcasting, today’s fastest growing medium, is true

“word-of-mouth” marketing enabling any business

to tell its story in its own words to other businesses
or consumers. Multipoint Content Strategies, a marketing

company specializing in podcasting services, empowers

businesses to reach precisely targeted audiences in this most

compelling, cost-effective method.

“Our production facility (Hear Me Now Studio) works with
both novice and sophisticated podcasters,” says founder Jeff
Holden. With vast broadcasting backgrounds, Holden and
his team help create content, coach and distribute podcasts.
They also provide support for digital and social elements to

make shows relevant.

Multipoint launched Advisors Prep, a service supporting

financial-sector businesses building podcasts, and

customizes services for many industries. “Podcasting, easily

shared via phone, computer or tablet, provides digital and

social engagement with new and existing clients and can

help any business generate leads, build brand awareness and

succeed,” Holden says.

multipoint

content Istrategies

7921 Kingswood Dr Suite Al
Citrus Heights, CA 95610
916.765.9021

MultipointStrategies.com
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basement screening rooms to a restau-
rant. Another bank had turned that idea
down, but Golden Pacific said yes, and
the Empress Tavern has been running for
nearly five years.

Golden Pacific made those loans
because it focuses on two areas: small
businesses and multifamily apartments,
says Malcolm Hotchkiss, executive vice
president and chief operating officer. Its
maximum loan amount is $2.1 million to
a borrower, and Hotchkiss says relatively
small offerings like those are a critical
market opportunity not being filled by
other banks. That's because as banks
have consolidated — there are fewer than
5,000 commercial banks today, down
from about 14,000 in 1984 — the re-
maining larger companies want to make
big loans to maximize efficiency. That
sends many small businesses to online
lenders, like peer-to-peer lending plat-
forms, where they end up paying interest
rates as high as 21 percent, he says.

And it's not just decent interest rates
that come with specialization: When
banks know their industry, they can
move fast. Beckwith says that a custom-
er considering buying a mobile-home
park who's dealing with a nervous seller
and needs to close fast can get a loan
done in a month because the bank knows
the metrics that matter in manufactured
housing.

Still, niche areas also mean more risk
if a bank has loans too concentrated geo-
graphically or by industry. Texas banks in
the 1980s went in big on energy, which
meant huge profits as oil prices rose.
Even when they lent outside the indus-
try, their loans were concentrated in the
state. So when oil prices fell after 1981,
nine of the 10 largest Texas banks either
failed or were bought under distress
conditions.

Five Star's loan portfolio is spread
across at least 13 niches. Some aren't as
vulnerable to sudden downturns — like

Community Banking in the Capital Region

At Oak Valley Community Bank, we’re committed
to lending in the communities we call home.
Below are a few recent projects we've financed.

Call us about your next project today!

$4.2M $7.5M

Suzi Lewis Tom Harris Commercial Real Estate - Ag Production & Distribution -

Sacramento Commercial Office Real Estate & Line of Credit
Branch Manager Loan Officer

916.260.5810 916.260.5815

$8.0M

Commercial Real Estate —
Government

$1.9M

Manufacturing Facility -
Line of Credit

Michael Stevens Hamit Utush OAK VALLEY COMMUNITY BANK
Commercial Commercial
Loan Officer Real Estate 455 Capitol Mall, Sacramento
209.320.7860 916.260.5817 a— www.ovch.com @m'

LENDER
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If niche banking is the wave of the future, it also demands
that lenders balance their portfolios in a few different ways

to limit risk.

government and health care — while Golden Pacific's small-enterprise = crevrrererrii
others have a stronger upside when the niche likely will always be in demand. Steven Yoder writes about business, real
economy is good — like construction and  “Our hope is that (our small-business estate and criminal justice. His work has
manufacturing. And Golden Pacific sys- borrowers) will be so successful they'll appeared in The Fiscal Times, Salon, The
tematically manages geographic risk. In outgrow us and have to go to a bigger American Prospect and elsewhere. On

its multifamily lending, for example, the bank,” he says. “And then we'll redeploy Twitter @syodertweet and at

bank divides the state into five economic  that capital to another entrepreneur www.stevenyoder.net.

regions and keeps a balance of lending in ~ who's growing.”
all, Hotchkiss says.

SOLIS

FINANCIAL STRATEGIES GROUP

A LOT HAS GONE INTO EARNING YOUR WEALTH.
WE'LL MAKE SURE THE SAME GOES INTO

HELPING YOU MANAGE IT.

As successful as you are, we understand there’s still more you want to do.
Solis Financial Strategies Group of Wells Fargo Advisors has the experience
to craft a plan to help you reach those goals. Find out why our clients trust us
to help them manage their wealth with the care it deserves.

ARACELI SOLIS

Financial Advisor
CA Insurance #4016126

400 Capitol Mall, Ste 1700
Sacramento, CA 95814
916-491-6341
araceli.solis@wfadvisors.com

ERIC R. SOLIS
Managing Director — Investment Officer
CA Insurance #0B80303

400 Capitol Mall, Ste 1700
Sacramento, CA 95814
916-491-6323
eric.solis@wfadvisors.com

Investment and Insurance Products:
[NOT FDIC Insured » NO Bank Guarantee » MAY Lose Value |

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC, Member SIPC, a registered broker-dealer
and non-bank affiliate of Wells Fargo & Company. 1219-01701
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