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Outlook
The	nation’s	financial	markets	have	exhibited	a	good	
deal	of	volatility	lately.	Risks	to	the	economy	are	
many and come in a variety of forms. Space does not 
permit a complete discussion of all the concerns about 
the	economy,	but	here	are	some	of	the	major	issues.
The most important threat facing our economy 
is the absence of a robust recovery in Europe. In 
fact,	Europe	has	not	fully	recovered	from	the	Great	
Recession. The austerity programs that European 
nations	undertook	to	combat	the	recession	were	not	
effective	in	reducing	unemployment	or	in	stimulating	
GDP	growth.	The	European	Central	Bank	(ECB)	
recently expressed great concern about the possibility 
of	deflation	and	recession	taking	hold	in	the	region.	
Deflation	is	thought	by	most	economists	to	be	worse	
than	inflation.	The	problem	with	deflation	arises	from	
the behavior of businesses and consumers. 

Under	a	deflationary	scenario	it	becomes	rational	to	
postpone economic actions. The belief by business 
firms	that	lower	prices	and	wages	can	be	won	from	
suppliers	and	workers	by	waiting,	and	consumers	
believing that lower prices can be extracted from 
retail stores by waiting can crush economic activity. 
This attitude about the direction of prices and wages 
can result in huge drop in demand for goods and 
services,	which	will	cause	inventories	to	build	and	
unemployment	to	rise.	This,	in	turn,	will	reinforce	the	
psychology	that	waiting	is	advantageous,	because	
prices	and	wages	will	fall	even	further.	Thus,	a	self-
reinforcing downward economic spiral can be created 
from	deflationary	expectations.	

Historically,	deflation	is	most	often	associated	with	
economic depressions and should be counteracted 
with	large	amounts	of	fiscal	stimulus	and	monetary	
expansion. It remains to be seen if Europe has the 
political	will	to	undertake	such	a	program.	While	it	
is	true	that	the	ECB	is	in	charge	of	monetary	policy,	
the individual countries in Europe still control their 
own	spending	and	taxation	polices	which	make	any	
attempts	at	coordinating	policy	very	difficult.	Even	
in	a	unified	country	like	the	U.S.,	the	political	divide	
between republicans and democrats has meant that 
fiscal	policy	changes	(spending	and	taxation)	have	
been almost impossible to achieve. 

Additionally,	there	is	concern	about	Federal	Reserve	
monetary policy. How will the Federal Reserve 
proceed in its attempt to normalize monetary 
policy in the U.S.? The normalization of monetary 
policy	means	that	interest	rates	will	not	be	kept	at	
artificially	low	levels	and	the	money	creation	process	
will	slow	in	historic	norms.	It	is	well	known	that	

the FED has been pursuing an unprecedented easy 
monetary policy over the past six years. This was 
done	in	response	to	the	financial	meltdown	that	in	
large part caused the Great Recession. In response 
the FED pushed interest rates down to historic lows 
and	flooded	the	economy	with	money	in	an	attempt	
to stimulate economic activity. More to the point the 
FED’s	holdings	of	government	and	mortgage	backed	
securities	has	expanded	eight	fold,	from	$500	billion	
in	2008	to	$4,000	billion	in	2014,	meaning	that	the	
money supply has been greatly increased. The Federal 
Funds	Rate	(FFR)	is	now	about	0.09	percent.	When	
inflation	is	factored	in,	the	real	FFR	is	negative.	

The	world’s	financial	markets	are	concerned	as	
to	how	economic	activity	will	be	affected	by	a	
normalization policy. Will higher interest rates and 
tighter credit conditions cause economic activity to 
falter?	Ironically,	the	problems	mentioned	earlier	may	
weaken	the	economy	just	enough	to	allow	the	FED	
some	cover.	The	FED	may	use	this	as	a	justification	to	
proceed slowly with the normalization process. Not 
wanting	to	cause	another	recession	in	the	U.S.,	the	
FED may delay or slow the raising of interest rates 
and the tightening of credit conditions.

Political turmoil seems to dominate the Middle East. 
ISIS is threatening to become permanently entrenched 
in Iraq and becoming a threat to international stability. 
Russia	has	taken	very	aggressive	actions	with	its	
neighbor	the	Ukraine.	Sanctions	imposed	on	Russia	
by	the	U.S.	and	its	allies,	and	the	retaliatory	measures	
taken	by	Russia,	will	hurt	international	trade	and	the	
economies of a large number of nations. 

Other items that are weighing on the economy and 
financial	markets	are:	the	potential	of	the	Ebola	virus	
to spread; the slow recovery of the U.S. housing 
market;	fierce	competition	from	overseas	producers;	
fear that the Chinese economy may slow in the 
coming year; and the growth of electronics and 
automation in the production of goods and services 
and	their	impact	on	employment.	All	of	these	issues	
can	influence	the	level	of	economic	activity	and	job	
creation in the U.S.

The	good	news	is	that	in	spite	of	these	challenges,	
the Federal Reserve is forecasting that: real GDP 
in the U.S. will grow 2.2-3.6 percent in 2015; the 
unemployment rate will range between 5.4-5.9 
percent;	and	inflation	will	be	between	1.4-2.4	percent	
in the coming year. Only time will tell if their 
optimism is warranted. Table 1 presents additional 
data on the national economy. 
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Central Wisconsin
The unemployment rate in each reporting areas is 
displayed	in	Table	2.	In	September	2014	Marathon,	
Portage and Wood counties all experienced declines 
in their unemployment rates’ from a year ago. The 
respective	September	rates	for	Portage,	Marathon	and	
Wood	were	4.1,	4.4	and	4.8	percent.	The	labor	force	
weighted	unemployment	rate	for	Central	Wisconsin,	
was much lower as well falling from 5.8 percent to 
4.4 percent. Meanwhile Wisconsin’s unemployment 
rate dropped from 6.0 to 4.7 percent and the United 
States unemployment rate fell from 7.0 percent to 5.7 
percent.	Thus,	the	unemployment	rates	were	much	
improved throughout all reporting areas. 

Employment	figures	in	Table	3	are	based	on	the	
government’s survey of households. Portage County’s 
total	employment	figure	rose	by	2.4	percent	points	
and total employment in Wood County went down 
by 1.4 percent over the past year. Marathon County 
saw its payrolls expand by 0.8 percent over the past 
12 months. Central Wisconsin as a whole experienced 
an employment increase of about 900 positions. Jobs 
in the region rose from 145.1 to 146.0 thousand or by 
0.6 percent. The survey of households also shows that 
Wisconsin’s	payrolls	increased	by	2.0	percent,	or	by	
about	58,000	positions	over	the	period.	The	nation	
gained	1.6	percent	or	about	2.3	million	jobs	over	the	
same period. 

Table 4 gives the most recent employer based payrolls 
numbers for Wisconsin. Economists believe the 
nonfarm employment numbers based on employer 
provided	data,	give	a	more	accurate	assessment	of	
the	labor	market	conditions	than	does	household	
survey data. From September 2013 to September 2014 
Wisconsin’s total nonfarm employment expanded 
from 2.84 million to 2.89 million or by a 1.5 percent. 
This	represents	a	gain	of	approximately	50,000	
thousand	jobs	during	the	past	year.	The	sectors	of	the	
economy	to	experience	job	growth	were	construction,	
manufacturing,	trade	transportation	and	utilities,	
professional	&	business	services,	leisure	&	hospitality,	
educational & health services and government. 
In	addition,	the	employment	results	for	natural	
resources	and	mining,	information,	were	also	positive.	
The	only	sector	to	lose	employment	was	the	financial	
services	sector.	In	general	the	rate	of	job	generation	
continues to be very modest in the state as measured 
by this data set. 
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In	Table	5,	Portage	County	sales	tax	distributions	rose	
from	$1.41	million	to	$1.48	million,	an	increase	of	4.6	
percent. Marathon also experienced an increase in 
sales	tax	distributions	from	the	state,	rising	from	$2.79	
million	to	$2.96	million	or	by	6.2	percent.	Similarly	
Wood	County	collections	expanded	from	$1.38	
million	to	$1.99	million	or	by	about	44.3	percent	over	
the course of the past year. The data suggests there 
was	a	good	amount	of	improvement	taking	place	in	
retail activity for Central Wisconsin.

The CWERB’s survey of area business executives 
is reported in Table 6. This group believes that 
recent events at the national level have led to an 
improvement in the country’s economic condition. 
In addition they believe the local business climate 
has improved over the past 12 months. When they 
were	asked	to	forecast	economic	conditions	at	the	
national level they were a lot more optimistic about 
the future direction of the economy than in the recent 
past. They expressed similar optimism for the local 
economy	for	their	particular	industry.	Overall,	Table	
6 also shows that the level of optimism expressed for 
the economy was generally higher in September 2014 
than in September 2013. This is good news for the 
local economy.

Figures 1 thru 7 give a historic overview of how the 
economy in Wisconsin has performed during the 
2009-2014 time period. For example Figure 3 shows 
the dramatic rise in Wisconsin’s unemployment rate 
and	the	gradual	reduction	taking	place	since	2010.	In	
2010 the unemployment rate was about 10 percent 
and at the end of 2014 the rate dropped to about 
4.5 percent. Figure 7 shows the steep decline and 
rebound in the number of people employed in leisure 
&	hospitality,	from	about	255,000	in	2009	to	270,000	in	
the mid part of 2014. 

Figure 1: Employment Level: WI   

Figure 2: Unemployment Level: WI

Figure 3: Unemployment Rate: WI
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Figure 4: Labor Force: WI 

Figure 5: Manufacturing: WI    

Figure 6: Education and Health Services: WI

Figure 7: Leisure and Hospitality: WI, In Thousands

Stevens Point – Plover Area
We usually include Table 7 which gives employer 
based estimates of industrial sector employment in 
Portage	County.	However,	please	note	at	the	time	the	
report was written these data for September were 
not available from the Wisconsin Department of 
Workforce	Development.	Hopefully	these	data	will	
be available on a timely basis in the future and will be 
included in the report. 

In	Table	8	the	CWERB’s	retailer	confidence	survey	
finds	that	merchants	feel	that	store	sales	are	higher	
than they were one year ago. This is welcome news 
for	the	local	economy.	In	addition,	their	expectations	
about	store	traffic	and	sales	have	become	stronger	
than they were in September 2013. When it comes 
to expectations about the future it appears that the 
September 2014 assessment of retail activity was 
marginally	higher	than	in	September	2013.	Also	
this group feels that retail activity in the latter part 
of 2014 will be at higher than in the latter part of 
2013.	The	overall	significance	of	the	survey	is	that	
local merchants are saying that there are some signs 
improvements	taking	place	in	the	local	retail	sector.	
Once again this is good news for the local economy.

Table	9	Help	Wanted	Advertising	is	a	barometer	of	
local	labor	market	conditions	and	the	indices	for	
Stevens	Point,	Wausau,	Marshfield	and	Wisconsin	
Rapids	are	now	based	on	job	advertising	on	the	
internet. The index for Stevens Point and Wisconsin 
Rapids rose by 20.6 percent and by 14.2 percent 
respectively	when	compared	to	a	year	ago.	Further,	
Wausau experienced an expansion in the amount 
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advertising	taking	place,	by	about	19.8	percent.	
Marshfield’s	help	wanted	index	also	rose	by	
approximately 15 percent. These data suggests that 
advertising growth has been very even across the 
area’s	labor	markets.		

We have a new Table 10 for this report: Occupations 
with the most openings in Wisconsin. The table 
contains	data	on	the	average	number	of	job	opening	
for the top occupations. The top 25 occupations are 
listed	from	high	to	low.	For	example,	cashiers	have	
the	highest	number	annual	openings	at	3,400	per	

year. Table 11 is also new to the report: High growth 
occupations in Wisconsin from 2010 to 2020 in terms 
of percentage change. These tables give the reader 
important insight into the occupational structure 
Wisconsin	labor	market.

Another	measure	of	the	local	economy	is	presented	
in Table 12. It shows that new unemployment claims 
contracted from 132 to 96 or by 27.6 percent over the 
year. Moreover total unemployment claims dropped 
from 869 to 638 or by 26.6 percent in our year over 
comparison. This signals that the local economy 
continues to improve. 

Table 13 presents the residential construction numbers 
for the Stevens Point-Plover area. In our yearly 
comparison the number of permits issued in Third 
Quarter was 32 and they had an estimated value of 
$8.5	million	and	the	number	of	housing	units	totaled	
37. When comparing Third Quarter 2013 to that of 
2014 residential alteration activity contracted from 
237	to	190	permits.	Further,	the	estimated	value	of	
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this	type	of	activity	went	down	from	$1.71	million	
to	$1.60	million.	Overall,	the	2014	construction	data	
paints	a	somewhat	darker	picture	of	the	residential	
construction scene than last year.

The	nonresidential	construction	figures	in	Table	
14 were as follows for Third Quarter 2014. The 
number of permits issued was 4 and the estimated 
value	was	$1.8	million.	The	estimated	value	of	new	
structures	figure	bodes	well	for	the	area	economy.	
The number of business alteration permits was 81 in 
2014 compared to 82 in 2013. The estimated value of 
alteration	activity	was	$2.9	million	in	2014	compared	
to	the	2013	figure	of	$3.1	million.	In	sum,	the	pace	
nonresidential construction activity is slowed a bit in 
the	area.	The	good	news	though,	is	there	are	a	number	
of	large	constructions	projects	that	have	been	recently	
completed or are under construction in the greater 
Stevens	Point	Area.	

Figures 8 thru 11 on the following page give an 
economic history lesson as to how the employment 
level,	the	unemployment	level,	the	unemployment	
rate,	and	the	labor	force	have	trended	over	the	past	
five	years	in	Portage	County.	Please	note	the	data	
for the charts runs from January 2009 to mid-2014. 

The	figures	clearly	show	the	influence	of	the	great	
recession	on	the	area	local	economy	and	the	figures	
supplement the report’s year over year comparisons. 
This	allows	the	short-term	fluctuations	in	the	
economy	to	be	judged	more	properly.

 Figure 8: Employment Level: Portage  

Figure 9: Unemployment Level: Portage 

Figure 10: Unemployment Rate: Portage

Figure 11: Civilian Labor Force: Portage 
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Housing Market Information
The following seven tables contain information on 
the	national,	regional,	and	local	housing	market.	
Housing activity is an incredibly important aspect of 
the economy. We believe the reader will gain valuable 
insight	into	housing	markets	conditions	and	greater	
insight into the local economy in this section of the 
report. 

Table 15 gives national median home price for the 
U.S.	and	major	regions	in	the	U.S.	Housing	prices	
in the Midwest remain the lowest in the nation. The 
median home price in our part of the country has 
rose	from	$154,600	in	2013	to	an	estimated	$165,100	
in September 2014. In general housing prices are 
rising in the U.S. and are rising in all of its geographic 
regions. The West has the highest medium housing 
prices	at	$294,200.

Table 16 National and the Midwest existing home 
sales data show not much has changed in sales 
activity	over	the	past	year.	In	the	Midwest	1,170,000	
homes are forecasted to be sold in 2014. For the 
Midwest,	the	preliminary	estimate	for	2014	is	that	
30,000	fewer	homes	will	be	sold	than	in	2013.	In	2011	
the number of homes sold in the Midwest bottomed 
out	at	910,000	units.

The national inventory 
of homes is given 
in	Table	17.	As	of	
September 2014 the 
inventory	backlog	is	
estimated to be 5.3 
months. In 2010 the 
national supply of 
homes was 9.4 months. 
Thus,	a	great	deal	of	
improvement	has	taken	
place in the housing 
market.	The	statistics	indicate	that	the	backlog	of	
unsold houses has been cut about in half.

Table	18	presents	the	national	affordability	index.	
Over the years very low interest rates and falling 
home	prices	have	greatly	improved	the	affordability	
of homes. In 2014 housing prices and interest rates 
while	trending	higher,	are	still	at	historic	low	levels.	
The	preliminary	estimate	for	the	affordability	index	
in	2014	is	157.6,	down	from	176.9	in	2013.	The	lower	
the	index,	the	less	affordable	housing	is	becoming	
for the typical family. This means that while housing 
is	becoming	relatively	more	expensive,	it	is	still	very	
affordable.	In	2014,	a	household	earning	the	median	
income has 157 percent of the income necessary to 
qualify for a conventional loan covering 80 percent of 
a medium-priced existing single-family home.

 Table 19 displays data on state and local area median 
prices. For the most part Wisconsin and local area 
home prices have been more stable than the U.S. as 
a whole. In Central Wisconsin the lowest median 
home	price	is	in	Wood	County	at	$95,700.	Portage	
County	has	the	highest	medium	price	of	$139,000	
and Marathon falls somewhere between other the 
two	counties,	with	a	median	house	price	of	$125,900.	
The median price of a house in Wisconsin is about 
$148,500.	In	addition,	after	a	number	of	years	of	
decline,	the	median	prices	for	houses	in	our	local	area	
and state are trending upward. 
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Table	20	gives	the	number	of	local	housing	units	sold,	
from 2011 to 2013. The counties of the region have all 
experienced increases in the number of units sold. 
Please note the number of homes sold listed in the 
table	for	2014	cover	just	nine	months	of	activity.	

Tables	21	and	22	present	the	changes	that	have	taken	
place in the local median prices and the number 
of	units	sold,	and	compares	Third	Quarter	2013	to	
Third Quarter 2014. Here we see the changes in 
local median home prices in the three counties over 
the	past	year.	Further,	the	number	of	units	sold	in	
Marathon,	Portage	and	Wood	counties	declined	over	
the course of the year. 
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Measuring Entrepreneurial Activity as Potential Measure of Job Growth
UWSP Small Business Development Center

Vicki	Lobermeier,	SBDC	Director	of	Entrepreneurship	Activities
Mary	Wescott,	SBDC	Counseling	Manager	

UWSP Hosts Successful Pathways to Entrepreneurship

In	August,	UW-Stevens	Point	hosted	Pathways	to	an	
Entrepreneurial University. The two-day conference 
highlighted the UW System and campus’s many roles 
in community and economic development.

Presenters	included	Ray	Cross,	UW	System	President;	
Wendy	Torrance,	Kauffman	Foundation	Director	of	
Entrepreneurship;	Reggie	Newson,	WI	Department	
of	Workforce	Development	Secretary	and	Dennis	
Winters,	WI	Office	of	Economic	Advisors	Chief	
Economist.

Community	employers,	industry	leaders	and	
university system leaders also contributed their 
perspectives during the two-day conference designed 
to increase entrepreneurial activity and build thriving 
communities.

President	Cross	spoke	of	the	mission	of	the	UW	
System to foster an entrepreneurial culture and 
develop talent and ideas that raise Wisconsin 
prosperity and serve the world. He renewed the 
system’s commitment to encourage innovation.

Representatives from UW Colleges and UW 
Extension highlighted successes from UW programs 
that foster entrepreneurship and serve WI innovators 
and entrepreneurs. UW initiatives highlighted 
included UWSP’s Wisconsin Institute for Sustainable 
Technology; UW Whitewater’s Wisconsin Innovation 
Service	Center;	UW	Oshkosh’s	the	Business	Success	
Center	and	UW-Extension’s	Idea	Advance	and	the	
Wisconsin Big Idea Tournament.

Universities are part of the pathway to 
entrepreneurship	for	most	business	people,	according	
to	Wendy	Torrance	of	the	Kaufmann	Foundation.	
Almost	70%	of	entrepreneurs	have	spent	at	least	some	
time	in	college	according	to	Kaufmann	Foundation	
surveys.	Kaufmann	surveys	report	that	47%	of	all	
entrepreneurs have a college degree. Torrance further 
reported that entrepreneurship crosses all university 
departments	and	majors.	And	as	for	the	age	of	most	
entrepreneurs	at	startup,	Kaufmann	reports	over	half	
of all businesses in the country are started by people 
45 and over.
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Total	SBA	Loan	Amount	Compared	Q1
2010,	2011,	2012,	2013,	2014

 
 

Total Business Starts Compared 
Q1:	2010,	2011,	2012,	2013,	2014

 
Total	Number	of	SBA	Loans	Compared	Q1

2010,	2011,	2012,	2013,	2014
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Banking on the Future:
A Community Banking Initiative

by Sarah J. Bauer-Gordon’10
Financial Institution Examiner

Federal Deposit Insurance Corporation (FDIC)

Introduction 
On	June	30,	2011	Sheila	Bair,	Chairman	of	the	Federal	
Deposit	Insurance	Corporation,	addressed	the	Senate	
Committee	on	Banking,	Housing	and	Urban	Affairs	
stating the “challenges facing our economy are not 
the	result	of	financial	reform.	Instead,	they	are	largely	
the result of the enormous and long-lasting impact 
the	financial	crisis	has	had	on	U.S.	economic	activity”	
(Bair,	2011).	

Whether it is funds obtained through the troubled 
asset relief program or the impact of low interest 
rates,	the	financial	crisis	experienced	by	the	U.S.	
economy	in	recent	years	has	left	its	mark	on	the	
banking	industry.	This	paper	addresses	the	following	
questions:	What	impact	did	the	financial	crisis	have	
on	community	banks?	What	might	the	future	hold?

Community Bank Profile and Characteristics
As	defined	by	the	FDIC,	community	banks	
tend to be small in size and tend to focus on 
providing	traditional	banking	services	in	their	
local communities. They obtain most of their core 
deposits	locally	and	make	many	of	their	loans	to	
local	businesses	(FDIC	Community	Banking	Study,	
2012).	Though	it	is	easy	to	define	community	banking	
using	a	size	limit,	the	attributes	associated	with	
community	banking	are	only	loosely	correlated	
with	size.	A	closer	look	at	the	business	and	office	

structure of the institution is necessary to determine 
the	extent	to	which	community	banks	are	focused	on	
traditional	lending	and	deposit	gathering	activities,	
as well as its geographic scope of their operations. 
The	FDIC	definition	of	a	community	bank	remains	
loosely	based	on	size,	but	goes	beyond	size	alone	in	
separating	community	banks	from	noncommunity	
banks.	

While	more	detailed	than	a	simple	asset-size	limit,	
the	FDIC	definition	of	the	community	bank	is	
entirely	based	on	standard	data	reported	by	financial	
institutions themselves and by federal government 
agencies.	Applying	this	definition	of	the	community	
bank	shows	that	most	banks	are	community	banks.	
Of	the	6,914	U.S.	banking	organizations	reporting	
in	2010,	94	percent	were	designated	as	community	
banks.	
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Noncommunity Banks
Although	noncommunity	banks	represent	only	6	
percent	of	all	banking	organizations,	they	account	
for	63	percent	of	U.S.	banking	offices	and	85	percent	
of	total	industry	assets.	Noncommunity	banks	were	
separated	into	the	following	size	groups:	under	$1	
billion;	between	$1	billion	and	$10	billion;	between	
$10	billion	and	$100	billion;	over	$100	billion;	and	
those institutions that are part of the four largest 
banking	organizations	(Bank	of	America	Corporation,	
Citigroup	Inc.,	JP	Morgan	Chase	&	Company,	and	
Wells	Fargo	&	Company).	The	table	above	compares	
the	number	of	organizations,	total	assets,	and	the	
number	of	offices	for	each	of	these	noncommunity	
bank	size	groups	against	the	corresponding	totals	for	
community	banks	and	for	the	industry	as	of	year-
end	2010.	The	four	largest	banking	organizations	
report	the	largest	share	of	industry	assets,	with	45	
percent;	however,	they	report	only	19	percent	of	
the	total	number	of	industry	offices.	In	comparison,	
community	banks	report	37	percent	of	the	total	
number	of	industry	offices,	and	15	percent	of	industry	
assets.  

Structural change
In	the	past	27	years,	the	number	of	banks	has	declined	
sharply.	Between	1984	and	2011,	the	total	number	of	
federally	insured	bank	and	thrift	charters	declined	by	
59	percent,	from	17,901	to	7,357.	New	charters,	bank	
failures,	bank	mergers,	and	consolidation	of	charters	
within holding companies account for this decline. 

Of	the	15,432	banks	(as	opposed	to	banking	
organizations)	that	exited	the	industry,	17	percent	
failed,	49	percent	merged	with	an	unaffiliated	bank,	
and another 32 percent consolidated with other 
charters	with	in	their	existing	bank	holding	company.	

Community	banks	emerged	from	this	period	fewer	
in	number	and	with	a	diminished	share	of	banking	
industry	assets.	However,	they	continue	to	represent	
by far the most common business model among 
FDIC-insured institutions. 

Cutting	against	the	consolidation	trend	since	1984,	
a large number of new charters were added to the 
industry	over	they	study	period.	Some	4,888	new	
charters	came	into	existence	between	1984	and	2011,	
of	which	83	percent	were	community	bank	as	of	their	
first	year-end	financial	report.	The	chart	below	shows	
that	these	new	charters	arose	in	three	distinct	waves,	
all of which coincided with economic expansions. 

For	the	period	of	1984	to	2011,	the	chart	below	shows	
that institutions starting out the period with assets 
between	$100	million	and	$10	billion	had	lower	
survival rates and higher failure rates than both the 
smallest	and	the	largest	institutions.	In	addition,	only	
the	largest	institutions,	with	assets	greater	than	$10	
billion,	merged	more	often	than	these	banks.	

In	contrast,	institutions	starting	out	the	period	
with	assets	less	than	$100	million	–	the	group	that	
would experience a net decline of 82 percent in their 
numbers	by	2011	–	were	in	fact	more	likely	than	any	
other group size to survive the entire 27-year period. 
Institutions	in	this	smallest	group	size	were	less	likely	
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to	fail	or	merge	than	any	other	size	category,	while	
they consolidated at a rate similar to other groups. 
Of all the institutions that started out in 1984 with 
total	assets	less	than	$100	million,	2,774	of	them,	or	
20	percent	of	the	total,	not	only	survived	until	2011	
but	grew	into	one	of	the	larger	size	groups.	In	fact,	
11	of	them	ended	up	as	charters	with	over	$10	billion	
in assets. While most of the new charters during this 
period	started	out	small,	with	88	percent	reporting	
less	than	$100	million	in	assets,	most	of	them	tended	
to grow and move into larger size groups; only 24 
percent of the new charters that survived to 2011 
continued	to	report	assets	less	than	$100	million	at	
that time. 

Despite	declining	numbers,	community	banks	
have proved resilient. Notwithstanding the sharp 
decline	in	the	number	of	banks	with	assets	less	
than	$100	million	and	the	accumulation	of	industry	
assets	at	noncommunity	banks,	the	community	
banking	sector	represented	the	vast	majority	of	
banking	organizations	(95	percent)	and	charters	(92	
percent)	as	of	2011.	Moreover,	community	banks	in	
some ways experienced less structural change than 
noncommunity	banks.

Large-scale	structural	change	in	the	banking	
industry since 1984 has reduced the number of 
federally	insured	banking	and	thrift	charters	by	
over	50	percent,	resulting	in	the	largest	institutions	
holding	well	over	one-half	of	industry	assets.	Amid	
the	waves	of	new	charters,	failures,	mergers,	and	
intercompany	consolidations,	community	banks	
declined	in	number	and	in	their	share	of	banking	
industry	assets.	Nonetheless,	they	also	showed	signs	
of	resilience,	remaining	by	far	the	most	prevalent	
form	of	FDIC-insured	institution.	Community	banks	
reporting	in	1984	were	five	times	more	likely	than	
noncommunity	banks	to	report	continuously	through	
2011.	By	contrast,	noncommunity	banks	were	much	
more	likely	to	consolidate,	be	acquired,	or	undertake	
acquisitions themselves than were the more stable 
community	banks,	leading	these	banks	to	accumulate	
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an	86	percent	share	of	banking	industry	assets	by	
year-end 2011.  

Geography
Community	banking	in	the	United	States	is	linked	
with	geography.	Community	banks	are	defined,	in	
part,	by	the	fact	that	they	operate	within	limited	
geographic areas. The map shows that community 
bank	headquarters	locations	far	outnumber	those	
of	noncommunity	banks,	and	are	particularly	
concentrated in the upper Midwest and the Northeast 
corridor between coastal New England and the Mid-
Atlantic	States.	

Community	banks	have	fewer	banking	offices	on	
average and occupy a smaller geographic area than 
noncommunity	banks,	though	their	geographic	reach	
has expanded somewhat over time. While most 
banking	offices	are	located	in	metro	areas,	community	
banks	are	more	likely	than	noncommunity	banks	
to	operate	offices	in	non-metro	areas,	where	they	
continue to hold a dominant share of total deposits. 
Community	banks	are	especially	important	to	rural	
and other non-metro counties and conduct business 
in	more	than	1,200	counties	–	more	than	a	third	of	
all	U.S.	counties	–	where	few,	if	any,	noncommunity	
banks	choose	to	operate.	

Community Banks and Economic 
Development 
Economists	often	cite	sound	financial	reforms	and	
reliable infrastructure as being crucial to a healthy 
banking	system	that	promotes	economic	growth.	
Financial	systems	serve	several	key	roles	in	an	
economy,	including	information	production	required	
for asset allocation and investments; overseeing 
effective	corporate	governance;	encouragement	
of	diversification,	trading	and	risk	management;	
providing a vehicle for savings; and facilitating the 
exchange of goods and services. Financial institutions 

make	this	possible	by	maintaining	public	confidence	
in	the	integrity	of	the	banking	system.	This	confidence	
and integrity is essential because customer deposits 
are	a	primary	funding	source,	without	which	banks	
would	be	unable	to	provide	these	financial	services.	
Further,	by	offering	deposit	services	and	lending	
products	financial	institutions	contribute	to	economic	
activity in a community. 

As	such,	community	banks	play	an	important	role	
in	the	financial	system	of	the	U.S.	economy.	They	
complement	the	role	of	large	banks	by	specializing	
in	relationship	banking	and	providing	credit	to	small	
businesses—a sector that is arguably underserved 
by	large	banks.	In	addition,	community	banks	serve	
customers in rural areas and small metropolitan areas 
that	are	not	served	by	large	banks.	Community	banks	
are	important	lenders	in	the	farm	economy,	and	they	
serve the retail deposit needs of many depositors. 
Although	the	number	of	community	banks	will	
likely	continue	to	decline	because	of	merger	activity,	
they will continue to play an important role for the 
foreseeable future. 

The	changing	composition	of	community	bank	asset	
portfolios reveals a very dynamic industry over 
the	last	thirty	years.	Overtime	community	banks	
have shifted the primary emphasis of their real 
estate lending from residential loans to commercial 
loans. The table below depicts the overall change 
in the portfolio composition of community and 
noncommunity	banks	over	the	period	of	the	study	
(1984-2010).	It	shows	the	shift	in	community	banks	
assets	from	securities	to	loans,	led	by	increases	in	
constructions	loans,	other	commercial	real	estate	
loans,	as	well	as	agricultural	loans.	Community	bank	
holdings of consumer loans and residential mortgages 
declined	as	a	percent	of	assets,	while	commercial	and	
industrial	loans	remained	steady	at	just	over	8	percent	
of	total	assets.	Community	banks	continued	to	
represents	a	significant	source	of	credit	to	local	farms	
and	businesses.	As	of	2011,	community	banks	held	14	
percent	of	banking	industry	assets,	but	46	percent	of	
the industry’s small loans to farms and businesses. 

Noncommunity	banks	had	sizable	percentage	
increases	in	their	holding	of	securities,	residential	
mortgages,	and	consumer	loans.	These	increases	
were	offset	by	declines	in	percentage	holdings	of	
commercial	and	industrial	loans,	constructions	loans	
and	other	commercial	real	estate	loans,	other	loans,	
and	leases.	Agricultural	loans	continue	to	make	up	
less than 1 percent of total assets at noncommunity 
banks.	
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Beyond the shift in lending focus at community 
banks,	it	is	useful	to	examine	those	community	banks	
that have chosen to specialize in particular types of 
lending.	The	majority	of	community	banks	fall	into	
one	of	five	major	loan	categories:	mortgage	loans,	
consumer	loans,	CRE	loans,	agricultural	loans,	and	
commercial & industrial loans.  The table below 
depicts the number and percent of community 
banks	that	met	the	criteria	for	each	lending	specialty	
group	between	1984	and	2011.	About	57	percent	of	
community	banks	had	a	single	lending	specialty	in	
2011,	with	the	rest	being	either	multi-specialists	or	
having no specialty.  
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The next table compares the weighted average pretax 
return	on	assets	for	community	banks	in	each	lending	
specialty	group	over	five-year	intervals	and	for	the	
entire	study	period.	Agricultural	specialists	(with	a	
weighted	average	pretax	ROA	of	1.4	percent)	were	
the	strongest	performers	over	the	entire	study	period,	
followed by the no specialty group and consumer 
specialists. 

Overall,	community	banks	shifted	the	composition	of	
their loan portfolios from retail to commercial loans 
during	the	study	period,	mainly	due	to	an	increase	in	
the share of loans secured by commercial & real estate 
(CRE).	Agricultural	specialists,	consumer	specialists,	
and	banks	with	no	lending	specialty	performed	best,	
while CRE specialists were the worst performers over 
the	entire	study	period.	Thus,	lending	strategy	is	an	
important	factor	in	community	bank	success,	and	
it proved to be especially so during the tumultuous 
second	half	of	the	2000s.	Moreover,	community	banks	
play	a	primary	role	in	promoting	financial	stability	
and	public	confidence	which	are	necessary	to	spur	

economic	activity.	Therefore,	a	bank’s	performance	
is highly correlated with the strategies pursued and 
employed.	For	many	of	the	towns	across	the	U.S.,	the	
deposit	and	lending	services	offered	by	community	
banks	provide	the	primary	sources	of	economic	
expansion.

Except	for	very	small	institutions,	community	banks	
have continued to hold their own against larger 
banks,	earning	comparable	profits,	enjoying	faster	
growth,	and	attracting	substantial	numbers	of	new	
entrants.	The	smallest	community	banks	are	likely	
to	face	continued	difficulties,	either	because	they	are	
below	the	minimum	efficient	scale	or	because	they	
are located in economically declining communities. 
While	it	is	difficult	to	predict	how	many	will	remain	
in	10	or	20	years,	community	banks	should	continue	
to	play	an	important	role	in	the	banking	system	
by	serving	smaller	markets	which	large	banks	
have shown little interest and by specializing in 
relationship-based services.

Challenges facing Community Banks
Regulatory Requirements
According	to	a	summary	of	interviews	with	
community	bankers	regarding	regulatory	compliance	
costs,	the	following	points	were	noted.
• Most interview participants stated that no one 
regulation	or	practice	had	a	significant	effect	on	
their	institution.	Instead,	most	state	that	the	strain	
on their organization came from the cumulative 
effects	of	all	the	regulatory	requirements	that	have	
built up over time. 

• The	majority	of	interview	participants	indicated	a	
desire for additional outreach by the FDIC to help 
them gain a better understanding of the proper 
ways to implement new or changing regulations 
and maintain compliance. 

• Most of the interview participants indicated that 
they consider regulatory compliance as part of the 
normal cost of conducting business. 

• The interview participants indicated that as the 
regulatory	environment	continues	to	change,	they	
have become more reliance upon consultants to 
assist with interpreting and implementing new or 
changing rules and regulations. 

• Several of the interview participants indicated that 
greater outreach or technical assistance from the 
regulatory agencies could alleviate some of their 
increased reliance on consultants. 

• The interview participants expressed a strong desire 
to comply with outstanding rules and regulations; 
however,	they	feel	dependent	on	service	providers	
to provide the means for compliance. 
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Competition
Many	community	banks,	especially	the	smaller	
institutions,	are	feeling	overwhelmed	by	competitive	
forces. Smaller institutions face challenges in 
providing similar products and services as the 
larger institutions. Other institutions struggle to stay 
competitive in the current interest rate environment. 
Still	others	find	the	local	area	over-banked,	face	
competitive	challenges	posed	by	credit	unions,	or	
find	it	difficult	to	maintain	a	community	banking	
focus	while	meeting	regulatory	requirements.	Also,	
advances in information technology and the spread 
of	online	banking	may	lead	to	some	reduction	in	the	
demand	for	relationship-based	banking	services,	
making	it	harder	for	community	banks	to	keep	
up	with	larger	banks.	Overall,	competitive	forces	
continue	to	force	community	banks	to	grow	and	
evolve.

Capital
• Based	on	either	the	leverage	ratio	or	total	risk-based	
capital,	community	banks	consistently	maintained	
higher	capital	levels	than	noncommunity	banks	over	
the study period. 

• Community	banks	were	much	more	dependent	
on retained earnings for capital formation than 
noncommunity	banks	during	the	study	period.

• Community	banks	obtained	almost	48	percent	
of	their	total	capital	through	related	earnings,	
compared	with	29	percent	for	noncommunity	banks.	

• Community	banks	continued	to	be	almost	twice	as	
reliant	as	noncommunity	banks	on	retained	earnings	
as a source of increase in equity capital.

• In	the	last	ten	years,	retained	earnings	made	up	41	
percent of additions to equity capital at community 
banks,	compared	with	23	percent	a	noncommunity	
banks.	

• As	the	effects	of	the	financial	crisis	recede,	both	
community	and	noncommunity	banks	are	
beginning to re-establish a more normal pattern of 
adding to their equity capital through both internal 
and external sources.  

• Uncertainty regarding Basel III capital requirements. 

Succession planning
Another	primary	concern	for	community	banks	
is	the	ability	to	attract	and	retain	qualified	senior	
management	and	directors.	As	community	banks	
strive to compete with large institutions they face the 
challenge of retaining the management expertise to 
operate	the	bank.	This	management	expertise	comes	
at	a	cost	that	most	community	banks	may	struggle	to	
afford.	Finally,	community	banks	face	the	challenge	
of	age	disparity	and	changing	regulation.	As	the	

banking	industry	evolves	and	grows	more	complex,	
senior management must evolve. This means one 
generation	must	be	willing	to	move	on,	while	another	
embraces the challenges ahead. 

Wisconsin State Profile
Over the time period of 2012 through second quarter 
2014	the	Wisconsin	State	Profile	details	key	economic	
indicators and ratios based on median percentages. 
The	decrease	in	the	past	due	and	nonaccrual	loans,	
loan	losses,	and	increasing	leverage	capital	ratios	
suggests	a	strengthening	of	the	banking	industry	in	
Wisconsin.  
• Past	due	and	nonaccrual	loans/Total	Loans	(median	
%)	decreased	from	2.78	in	2012	to	2.07	in	second	
quarter 2014.

• Net	Loan	Losses/	Total	Loans	(median	%)	declined	
from	0.36	to	0.04	from	2012	to	June	30,	2014.

• Tier	1	Leverage	Capital	(median	%)	increased	from	
10.27	in	2012	to	10.76	at	June	30,	2014.	

• Wisconsin	bank	failures	represent	9	of	the	531	
closures	since	October	1,	2010.	

Subscribe	to	state	banking	profiles	at	www.fdic.gov.	
Additional	statistical	data	and	customized	reports	can	
be found as well.
• Institution Directory
• Central Data Repository
• Summary of Deposits
• Statistics on Depository institutions
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FDIC Outreach and Initiatives
Directors Colleges
The	Directors’	College	Program	provides	course	offerings	for	directors	and	officers	that	are	delivered	locally	
by	the	FDIC’s	regional	offices.	These	courses	offer	timely	and	relevant	information	and	are	often	delivered	in	
cooperation	with	state	banking	departments	and	industry	trade	groups.

Links	to	program	material	and	event	schedule	at	www.fdic.gov

Technical Assistance Videos
The	Technical	Assistance	Video	Program	is	a	series	of	educational	videos	designed	to	provide	useful	
information	to	bank	directors,	officers,	and	employees	on	areas	of	supervisory	focus	and	regulatory	changes.

New Director Education Videos:	These	videos	provide	information	to	new	bank	directors	about	their	fiduciary	
role	and	responsibilities	as	well	as	an	overview	of	the	FDIC’s	risk	management	and	compliance	examination	
processes.

Virtual Directors’ College Program: These videos are a virtual version of the FDIC’s Directors’ College 
Program	that	regional	offices	deliver	throughout	the	year.	The	program	consists	of	videos	on	the	Bank	Secrecy	
Act,	the	Community	Reinvestment	Act,	corporate	governance,	information	technology,	interest	rate	risk,	and	
third-party	risk.

Virtual	Technical	Assistance	Program:	These	videos	provide	technical	training	to	bankers	on	a	range	of	
regulatory	issues.	Topics	include	the	allowance	for	loan	and	lease	losses	(ALLL),	appraisals	and	evaluations,	
a	community	bank	cyber	exercise,	evaluation	of	municipal	securities,	flood	insurance,	interest	rate	risk,	
managing	fair	lending	risk,	and	troubled	debt	restructuring	(TDR).

Rulemaking	Videos:	These	videos	provide	an	overview	of	and	instructions	relating	to	complex	rulemakings.	
Topics	include	the	regulatory	capital	rulemaking.

Outreach
• Local contacts
• Case managers
• www.fdic.gov
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 MISSION AND VISION  

The mission of the UWSP Central Wisconsin Economic 
Research Bureau is to foster economic development by 
bringing	timely	economic	analysis	to	our	region,	focusing	
on	Marathon,	Portage	and	Wood	counties.

The mission has been accomplished through the 
publication of Economic Indicator Reports. These reports 
are compiled and released for each county in Central 
Wisconsin. 

The CWERB aspires to be Wisconsin’s premier research 
center focused on regional economic development.

 HISTORY  

The	CWERB	is	a	nonprofit	organization	founded	in	
October 1983. Its operating budget comes from the private 
sector and the UWSP School of Business and Economics. 
The CWERB also represents an important part of the 
outreach	efforts	of	the	UWSP	School	of	Business	and	
Economics.

 SOURCES OF FUNDING  
•  UWSP School of Business and Economics
•		BMO	Harris	Bank	of	Stevens	Point
•		BMO	Harris	Bank	of	Marshfield
•		BMO	Harris	Bank	of	Wausau	
•  Centergy Inc. of Wausau
•  Community Foundation of Greater 
 South Wood County - Wisconsin Rapids

 SCHOOL OF BUSINESS & ECONOMICS 
•		Enrollment	of	1,000	students;	More	than	30%	of	our	
students	come	from	Marathon,	Portage	and	Wood	
counties;	approximately	50%	of	our	graduates	stay	in	the	
three-county area
 
•   The SBE is in the pre-accreditation phase by the 
Association	to	Advance	Collegiate	Schools	of	Business	
(AACSB),	once	completed,	SBE	will	be	among	the	top	18%	
of all business schools in the world.

 CWERB CLIENTELE   
•		Central	Wisconsin	business	firms	are	the	most	crucial	
component in the economic development of our region. 
Business	firms	are	keenly	aware	of	the	important	role	that	
informed	decision	making	plays	in	any	developmental	
strategy.

•  Private sector organizations devoted to economic 
development	in	Central	Wisconsin,	such	as	area	chambers	
of	commerce	and	their	affiliated	economic	development	
agencies. 

•  Public sector organizations devoted to economic 
development in Central Wisconsin. 

•		The	general	public,	in	order	to	make	informed	decisions,	
take	advantage	of	the	unbiased	information	and	analysis	
about the economy.

•  The CWERB employs student research assistants 
which provides an excellent educational setting while 
also providing the opportunity for students to earn funds 
toward	education.	Faculty,	staff	and	students	at	UWSP	
utilize the reports and resources of the CWERB.

 CWERB ACTIVITIES  
The	dissemination	of	the	CWERB	research	takes	place	
through	various	hard	copy	publications,	electronic	media	
reports	and	presentations.	For	example,	the	Economic	
Indicator	Reports	are	presented	in	Marshfield,	Stevens	
Point,	Wausau	and	Wisconsin	Rapids.	The	audiences	
consist	of	business,	political	and	educational	leaders.

The Economic Indicator Reports also contain a 
special report section that is devoted to a current 
issue in economics. These special reports are usually 
presented by UWSP faculty.  

Substantial	newspaper,	radio	and	television	coverage	of	
the publications and presentations have been instrumental 
in focusing attention on the School of Business and 
Economics. Chief Economist Randy Cray has been 
interviewed by the local media as well as the Chicago 
Tribune and CNN Radio on a variety of economic matters.

ABOUT THE CENTRAL WISCONSIN ECONOMIC RESEARCH BUREAU
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www.uwsp.edu/busecon/cwerb
facebook.com/uwspsbe
twitter.com/uwspcwerb


