Banks Keep Their Guard Up About Lending
FINANCE: Cash Gets Stockpiled as Demand For Loans Subsides By MIKE ALLEN Monday, June 6, 2011

REGENTS BANK
CEO: Dan Yates.
Assets: $336 million on March 31.
Net income: $560,000 in first quarter 2011; $29,000 in first quarter 2010.
No. of local branches: Four.
No. of local employees: 65.
Headquarters: La Jolla.
Year founded: 2001.
Company description: Commercial bank.
Many local community banks continue sitting on cash piles, looking for good lending deals, but show reduced
lending levels on their books.
For example, Regents Bank, which recently reported a first quarter net profit of $560,000, a gain of 1,831
percent over the same quarter of 2010.
Regents’ total loans at the end of March were $219 million, basically flat from $220 million in the first quarter
of last year.
The bank said its loan originations for the quarter were $12.9 million, compared with $18.5 million for the first
quarter of last year.
Chief Executive Officer Dan Yates said despite the loan number, the bank has been doing more business than
last year. He chalked up the difference in the statistics to existing borrowers in the 2010 first quarter obtaining
additional lines of credit, which isn’t counted as a new loan.
New Directions
“The originations have been stronger than one year ago,” Yates said. “We are more focused now on generating
new loans and growing the franchise.”
But he also said that finding places to deploy the bank’s cash continues to be challenging.
“A majority of our clients and companies that we call upon are not looking for additional credit as they either
have sufficient cash reserves or do not need credit, given current business conditions,” Yates said.
Regents, a relatively small bank with about $336 million in assets, has plenty of company in this regard.

According to a report last month from the Federal Deposit Insurance Corp., loan balances at the nation’s banks
have decreased in 10 of the past 11 quarters. In the first quarter, the same report stated, more than 70 percent of
the banks reported declines in their loan portfolios.
The primary regulator for the banking industry said it’s not necessarily the banks’ fault. “The economic
recovery, along with borrower demand, remains sluggish,” said Sheila Bair, the FDIC’s chairman who is
retiring next month.
Without the loan growth it would likely enjoy in a better economy, Regents saw its overall assets drop 8
percent from the like quarter last year when it had $365.5 million in assets.
Problem Loans Reduced
The good thing is Regents’ balance sheet is in much better shape. Over the year, it cut its problem loans from
$8.7 million to $3.9 million, to only 1.15 percent of total assets, well below the average for most banks.
Regents said it sold about $11 million in bad loans at market value in the third quarter of last year to an
undisclosed buyer, along with restructuring other problem credits, and getting others to pay off.
“There are still some pockets of problem loans in the portfolio, and most were originated three to four years
ago when the economy was stronger,” Yates said.
Regents apparently didn’t feel those loans were too significant as it didn’t add anything in the first quarter to
its reserve balance.
The La Jolla-based bank that opened at the inauspicious time of September 2001 continues to maintain robust
capital ratios, all in excess of the levels to be considered well-capitalized. It had total risk-based capital of
17.98 percent at March 31.
At least part of that capital — $12.7 million, came from the U.S. Treasury through its Troubled Asset Relief
Program. Yates said the bank has applied to the federal Small Business Lending Fund for that same amount of
bailout funding, which would reduce the current 5 percent annual cost for the money. In 2014, the cost for the
federal funds would rise to 9 percent.
In another measure of its relative good health, Regents added 10 jobs in the past year, bringing its total staff to
65, Yates said. It also opened a fifth branch in El Cajon that was upgraded to a full-service office in June. That
office has done better than expected, generating about $9 million in new loans, said Randy Krenelka, chief
financial officer.

