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Category 

Number of 

businesses 

(Millions) 

Potential Dollar 

Loan Value 

(Billions) 

Pct of 

Businesses 

Pct of  

Value 

Qualifying 3.7 $544 10.2% 23.8% 

Not Qualifying 32.4 $1,745 89.8% 76.2% 

Total 36.1 $2,289 100.0% 100.0% 

Bank Qualified and Non-Qualified Business 

Banks focus only on about 10% of  
total small business customers 

> The State of Small Business Lending 
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Why do banks limit their small business loans? 

 Loans are low margin   

 Increased regulatory scrutiny 

 Increased capital requirements 

 Operate within narrowed “credit box” 

 Reputation risk of high yielding loans 

 Banks can’t justify the cost 
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Loan origination $1,000-1,500 

Underwriting $1,000 

Loan review $100 

Operations $250 

Monitoring $500 

Compliance $250-500 

Total $3,100-3,850 

Interest Income (assume 6.25% loan) $6,250 

Loan cost to bank (3%) $3,000 

Total non-interest costs to generate loan $3,100-3,850 

Net Income ($600) to +$150 

$100,000 Loan Example 

Many community and regional banks lose money 

from small business loans 
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Alternative Finance and  

the Future of Equipment Finance 

The Rise of the Branded Competitor 
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> The Critical Role of Cross-sell Today 

Cross sell provides one of the keys to relationship profitability and 
retention 

 At most banks, more products = more profits 

 More products = stickiness and improved retention 

 Given the cost of origination and the slow economy, retention is 
critical 

 Small business lending is often unprofitable because of the cost of 
origination; cross sell may be necessary to generate relationship 
profitability    

 But, all cross sell is not created equally 
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Cross selling does not get the focus it deserves 

and requires  

“We are good at some things and not so good at others…one area we are not very 
good involves cross sell.” 

    $50 Billion bank 

“Historically, we have kept to our own businesses with little interaction across  
organizational lines.” 

    $20 Billion bank 

“We pride ourselves on the depth of our client relationships, but the reality is we 
focus on the areas that are best for the RM’s comp.” 

    $3 Billion bank 

“The branches generated virtually no cross-sell opportunities for wealth 
management this year.” 

    $5 Billion bank 

“ We would never tell out bankers that they should cross sell.” 

    $20 Billion bank 
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Even within the same bank cross-sell success 

varies widely 

Disguised client example 

3.7 

2.0 

3.4 
3.0 

1.8 
2.2 

1.1 

A B C D E F G

Bank Unit 

Average Number of Products Sold 
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How can one bank generate such diverse 

results? 

 Senior management does not focus on cross-sell; units and people opt 
in rather than a executing on a strategic imperative 

 Banker knowledge of products varies widely 

 Some bankers lack enthusiasm about the quality of colleagues and the 
products they offer 

 A few units are highly silo oriented 

 Compensation does not encourage cross sell 
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The quality of cross sell differs, but the impact 

of successful execution can be powerful 

3.7 
2.0 

3.4 3.0 
1.8 2.2 

1.1 

$13.3 
$15.0 

$22.0 

$13.0 

$6.5 

$2.5 
$1.0 

A B C D E F G

Bank Unit 

Products Sold and Average Revenues ($000’s) 

Disguised client example 
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Creating a cross-sell culture 

 Starts from the top 

 Consistent and constant messaging 

 Product streamlining 

 Relationship teaming 

 Account planning 

 Compensation 
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Creating a cross-sell culture 

 Eight is great! - Wells Fargo 

 

 Huntington Bank- Leveraging of salesforce.com 

 

 Highlight the 80/20 rule 

 

 Who “owns” the account? 
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The use of data analytics 

Big Data can help banks in their cross-sell efforts: 

 Uncover businesses among consumer accounts 

 Identify lost wallet share 

 Highlight “propensity to buy” 

 Model best customers 

 Substantially increase sales productivity  

Banks need to do a better job of understanding cross-sell opportunities 
with current clients 
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Compensation 

Compensation needs to be targeted 

 One client has volume goals, resulting in bankers selling lots of low 
margin products, “easy” sales 

 Other banks pay more to bankers for generating higher margin 
business  

 Incentives may need to be regular: monthly or quarterly, not annually 

 Incentives need to change over time, based upon risk, market 
opportunity, and management preferences 

 Incentives need to be transparent to the banker and easy to calculate 

Too many banks ignore the critical role played by compensation:  
Less salary, more payment for success 
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Cross sell is a key ingredient to increase per 

account revenue growth 

 Selling more to an existing customer is less expensive and more likely 
to succeed than prospect marketing 

 Cross selling needs to be mandated from the top of the organization 
and reflected in compensation 

 Management needs to set priorities for the products to be cross sold 

 Enhancing individual product profitability goes hand-in-hand with a 
cross-sell effort 

 Cross selling needs to be a continual and dynamic effort, not one time  

 The account planning process should highlight cross-sell opportunities 
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> Checklist for Small Business Success 

 Assess current status… frankly 

 Determine who your customer is 

 Determine who you want your future customers to be 

 Review the organizational structure: Who’s in charge 

 Beef up SBA capabilities 

 Consider teaming with one or more Alternative Finance players 

 Work with data analytics 

 Stick with it 



18 | cwendel@ficinc.com 

Why stick with it? 

 Core community bank franchise 

 Key to community reputation 

 Highly attractive economics on a household basis 

 Community banks operate with a competitive advantage versus big 
banks within this segment 


