Facilities: Branching for profit

The ald 8020 rule can e applied to
branch offices: H% ol the problems
are cauzed by 20% of the branches.

Thar's a guideline thal 1ea many
savings institutivns deliberately over-
Towsk, according w Keaneth H.
I'hirmas, a branch planning bank con-
sullant for K11 Thomos Associates of
Miami and Philadelphia.

Bravch profitabaiity should b reex-
amined continuously, he acvises.
And, Pig process sy regquine pelaide
AsEIsLATICE.

W3 Levry our enperienee thal bank
manegement and staft can get mavke
I ol the peoldem beanches - the
abwious 0% — but the other 1% may
need some cuiside experlise ta gel
agrecment on.”

Accordimg 10 recent sludy By the
American Bamsers Associuation, o com-
merial Bank brandh bas o be 320
il tey 22% millior in deposit size to
b profiable, bot Thoemas strongly dis-
anress.

UIE o Lok Bhe ABM sbudly al Tace
viloe, v waould end up a.]c:ﬂ:.mk bialf
L Iammha-s. inghe cognlsy,” e says,
"W den't believe that that many arc
urpradilable”

BREAREYEY SI7EY

Thumas savs that o truer break-cven
proint is Pelwsesr B0 millioa and 512.5
resllom, webiie evenoa branch with os
little 25 5a million in depasits can b
profitalle iCil penerales a ol of leans,
for exampli.

Themas aflers v perlormance
sty For nromehes: a baeie rabio tust,
comparing expenses and deposits to
wther branches within the system, and
i hreak-even branch core-depasit level
Tl

Euven when the evidence s obvious,
Thomas linds inslilulions Hal will
rren unprofitanle branches.

That’s someshivg thal has alwavs
Pl Terend e, ™ b savs, “Sometimes,
it's lonked on as a sign of past manage-
meal prabiems, anad they doen™ wanl
bl it they've made a mistake or
embarrass a brard member.”

Al oo aften, bowewer, bae ioels
migragers who are holding oot the
branch for a rainy daw.

W call o thee “ace inshoe hele,™ he
54y, TThe aavings inslitullon may ke
prafdakde, sothey weait uotil they are
unprofitanie. When things get bad, it
16 cpunck fix to close the branch. W
are lolally in disagreemens wilh [hal
stritegy, and any shareholder wiould
Lre, Lows”

Obher tmes, kovaewver, o Branch
i:lc::e.ing cauld he found Lo vielate Lhe
inslitubion® Community Beinvest
ment Act responsibilities, e points
el Brarches m the imeer s and
declining areas ane especially vulnera-
L2l

“Lavings instituwtions muost be able to
corurrenh Fryeir Ge g S0 closo
branches,” he sevs. °LF the question i
brought ugp I.a'p:, |.'|'|F'"-.' CAN Ay, wWe
b boen bracking ¢ Imf]‘lﬂ"."lht'.- T
ennual bazis, and heva is the A, 1§ and
Caf whoe e did it Dot just sy, "
closed it because we didn’t think it was
profirable.”

T evaluate he ronch clesing,

Toomas alan recorsmends tracking the

tepasitors and persenally conzacting
the Tarpesl customers.

Wi chisr fora 50% retention rate if
Lhe nearesl iraneh s o reasoneble dis-
tance wway,” he savs. “We have had
clients wha b e r'r‘-'..’ur"u.?-:‘.l s G
Yo would be surprised how many
will H‘..’l_l.-' weith PIEIN il VL aze e Eal”
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