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Helping Bank Clients Interpret
Profitability Data

B BY ALAMN KLINE

Promistar Finan
cial Corp. chairman
John Anderson had
long suspected that
the Johnstown, Pa.,
company was losing

money on its free
overdraft protection
service and  barely

hrmknni_.; cven  on
auto lending, :

But it was not until 3
the $2.1 billion-asset 3
banking company -
bought IPS-Sendero’s
product profitability software in 1999 and
later hired the consulting arm of Tucker
Anthony Capital Markets 1o crunch the
numbers that Mr. Anderson could prove
either suspicion true.

Tucker Anthony’s consulting arm i the
only one in the country that specializes in
profitability analysis for community banks,

Armed with Tucker Anthony data,
Promistar made some adjustments last year.
It shifted its indirect auto lending focus
from new cars to 1- amd 2-year-old cars, and

niovw hl:l.',hl.'l' "il’lill“t.', lJ‘ﬂ."‘lE edr il.'l..'l:llh II!Hki." lll."'
60% of 11s awto loan portfolio. The Oy
also began charging a 515 annual fee for
overdraft protection.

“You make or break in this business on
very small I'IIJIHII'I?\-..\ Mr. Anderson smid. “If
vou have a product and you can make it
mare profitable by 10 or 20 basis points, it's
a big deal”

Tucker Anthomy's Fobert Kalatian say: commu
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That does not mean that Promistar, which
until Movember was known as BT Financial
Corp., plans to raise fees on every unprof-
itable product; a banking company based in
slow-growing southern Pennsylvania simply
cannot risk alienating too many customers,
he said.

But now that Promistar understands
precisely where it does and does not make
money, its managers ane better |,'|.|u1]1]_m.|
to make decisions about cost-cutting,
resource allocation, and even the size of an
employee's bonus,

SELLING A SOLUTION

Mr. Anderson, credits Tucker Anthony
with helping the company make sense of its
profitability data.

Like many community banks that have
invested in sophisticated profitability systems,
Promistar simply did not have the in-house
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experiise o inlerpret
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“Wee had had a svs-
tem for about a vear
and a half that was
better than nothing
but not a whole lot
better than nothing.”
Mr. Anderson said,
“We were hu;lu'.iug
thai
may or mav not have
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been accurate.”
Robert E. Kafahan
|'r4."\IL.:L'II| of Tucker

Anthony's Parsippany,
N.L. Consulting Services unit, said this is a
complaint he hears a lot from community
bankers who have paid tens of thousands
of dollars for \»l!F'lIi.‘-IiL,.-Il:.'q,I profitability
systerns, Mr. Kafafian praised the technology
but said too few vendors support it beyond
the initial training,
“The software guys think they are selling
a solution,” he said. “They're not selling a
solution. They're giving a bank a bex.”
Banks, of course, could run the systems
themselves. Indeed, hundreds of banks have
profitability systems, and fewer than 50 have
hired Tucker Anthony, But bankers who
wiork with Tucker's consulting arm say that
outsourcing is generally less expensive 1

n
hiring a full-time analyst and lets them
spend more time working on actual solutions

he consulting unit charges community
banks roughly 56,000 a quarter to run their
profitability systems and organize the data







