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I 
CBA surveys the 
industry and its 
members annually to 
identify their top 

concerns as part of its 
innovation strategy. 
Without fail, cybersecurity 
ranks among the top 
three, making it a clear 
priority for our 
organization.  
 
Our bankers face both challenges and opportunities as they work to 
stay ahead of cybercriminals, paying attention to innovative solutions 
and partners to mitigate cyber risk. With cybercrime becoming 
increasingly complex and sophisticated, community banks must remain 
vigilant and monitor and manage their critical infrastructure.  
 
To that end, ICBA invests heavily in cybersecurity partnerships and 
innovation through its ThinkTECH Accelerator program, Community 
Banker University, Preferred Service Providers and other available tools 
and resources. From the start, ICBA has worked to bring cutting-edge 
cybersecurity solutions to our members and the industry, and we 
continue to do so. 
  
With cybercrime continually evolving, I’d like to remind our bankers 
about three key ways to help ensure the safety and soundness of their 
institutions.  
 
1. Network security monitoring 
Over the past couple of years, numerous reports have shown an uptick 
in cyber threats to the financial services industry. In a 2021 report, the 
New York Fed noted that financial services firms might experience up 
to 300 times more cyberattacks per 
year than other firms. Trends like this 
underscore the need for state-of-the-
art network security monitoring. 
Adlumin, a ThinkTECH Accelerator 
participant that ICBA helped bring to 
market, offers premier services in this 

niche for community bankers. 
 
2. Training employees and 
customers 
With the explosion of digital 
solutions, community banks must 
train bank staff and customers on 
cybersecurity best practices. All 
too often, cybercriminals focus on 
the customer side of the equation. 
That's one reason ICBA selected 
Beauceron Security for one of its 
ThinkTECH cohorts. The company 
specializes in helping banks with 
cybercrime training for employees 
and customers. Companies like 
this help our members maintain a 
protected, safe environment. 
 
3. Governance 
Cyber risk assessments and tools 
are essential to the cybersecurity 
process. Managing and 
maintaining a consistent and efficient governance process is all too 
often a manual, laborious endeavor. Various solutions are available to 
help community banks analyze their institution's access, security 
controls and vulnerabilities and take the remedial steps necessary. 
Another of our ThinkTECH Accelerator participants, FINOSEC, offers a 
governance automation platform to save financial institutions time and 
enhance exam preparedness.  
 
Furthermore, it is part of ICBA’s DNA to provide cybersecurity 
education through Community Banker University. We also maintain 
policy experts on staff who have the experience and expertise to 
address current and emerging cyberthreats and challenges. These tools 
work together to offer our bankers a comprehensive approach to 
cybersecurity.  
 
The time is now 
Community banks are at a critical juncture when it comes to 
cybersecurity. Many of the cybersecurity tools and resources we relied 
on in the past are no longer effective. That's why community banks 
should seek education, solutions and partners that specialize in 
addressing cybersecurity as it continues to evolve.  
 
Finally, as you assess your cybersecurity strategies and plans, know 
that ICBA has extensive knowledge, expertise and education you can 
tap into to help you chart the path ahead. Visit ICBA.org to learn more 
about the cybersecurity tools and resources we offer to keep you and 
your customers safe.   
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Fighting cybercrime one innovation at a time 
 

              

  

         BY CHARLES POTTS 

Charles Potts is Executive Vice 

President and Chief 

Innovation Officer at ICBA.  

ACB is the ICBA state affiliate.  

He can be reached at 

charles.potts@icba.org  
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I ’ve spent the past two 
decades analyzing and 

developing predictive credit 
models for decision-making in 
loan originations. While it’s a 
passion of mine, I don’t expect 
everyone to spend as much time 
considering BHG Financial’s loan 
origination process as I do. 
Nonetheless, it’s a fascinating 
exercise when one considers all 
the science, technology, data, 
and human ingenuity that are 
deeply ingrained in the 
origination of each loan. In fact, 
our process is surprisingly like 
that of another item people may 
take for granted—a pencil.  
 
I have long been inspired by “I, Pencil”, an essay published by 
economist Leonard Reed in 1958. There is also a children’s book 
adaptation by Connor Boyack that my three children adore. In 
Reed’s essay, he speaks from the perspective of a pencil and says 
“Think about the world of activity that goes into making me. All 
the raw materials. The wood that was sawed and transported. 
The engineering that went into the logging truck. All the people 
and knowledge needed to mine graphite for the pencil lead and 
harvest rubber for erasers. All to make a pencil you can easily buy 
in any store.” 
 
In that same respect, it takes a conflux of raw materials and 

human expertise from all over 
the world to make a high-
performing loan that banks can 
easily buy on BHG’s Loan Hub. 
Allow me to narrate the 
genealogy of a BHG loan.  
 
Likelihood to respond, borrow 
and pay 
Every month, BHG reviews over 
300 million records and analyzes 
the data of approximately 100 
million potential prospects who 
might fit our profile. In addition 
to our own 21 years of loan 
data, we also buy data from 50+ 
external data providers. Ultimately, our discovery process seeks 
to answer the following questions with a high level of confidence: 
  
1.  What is a consumer’s likelihood to respond to our marketing? 
2.  Once they respond, what’s their likelihood to navigate the  
     process and take a loan? 
3.  Once funded, what is their propensity to pay?  
 
Continuing with the pencil metaphor, I will walk through the 
"manufacturing” process of BHG loans to highlight the thousands 
of data points and the human ingenuity we leverage to optimize 
our lending decision strategies. 
 
Data—our raw material 
BHG tends to target higher-income, more creditworthy 
individuals. Many of the borrowers we target are licensed 
professionals, doctors, engineers, CPAs, and attorneys with 
approximately 18-20 years of experience in their industries. We 
proactively reach out to those with whom we wish to transact, 
using marketing data from multiple internal and external sources 
to identify potential borrowers with the highest likelihood to 
respond, borrow, and pay. 
 
Before we reach out to a prospect, we don't necessarily know 
their actual income. So, we use marketing data companies to find 
estimates of a consumer’s income based on Census data and 
other survey data. We can also see in a marketing file if 
somebody has a professional license or a particular business 
association. Data like that helps us figure out what type of 
marketing creative we’ll tag that consumer with. We also analyze 
public records to discover major events such as bankruptcies, tax 
is not a guarantee of future performance, but there is a high level 
of correlation.  
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A close-up look at BHG’s 

eye-opening loan genealogy 
  

 
         BY DAN RICHARD 

Dan Richard is VP, Predictive 

Analytics at BHG Financial 

BHG is an ACB Associate 

Member 
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If a prospect has a mortgage, our credit models will look at the 
dollar amount of their mortgage, how much has been paid 
down, and the time left on the mortgage. We’ll also look at their 
prior mortgage history. Same with credit cards, which are 
uniquely insightful in terms of understanding a consumer’s cred-
it utilization. Historically, the higher the utilization rate on re-
volving credit, the higher the risk is.  
 
The human touch  
In “I, Pencil,” Reed highlighted the significant human contribu-
tion in pencil manufacturing. The same is true of every loan orig-
inated by BHG. Our loans are the manifestation of skilled crafts-
people and engineers from all over the world. Their professional 
acumen covers the gamut of loan origination expertise, from 
credit underwriters who synthesize the data we pull to salespeo-
ple who supply white glove treatment through every step of the 
loan process.  
 
Our staff includes data scientists, data analysts and data engi-
neers, as well as highly quantitative business analytics profes-
sionals. We also employ several PhDs who elevate BHG to ever-
increasing heights of sophistication in model development, mod-
el validation, current expected credit loss (CECL) methodology, 
pricing optimization, and cloud computing technology. 
 
Here’s a closer look at the 500+ people who make up our loan 
origination team: 
 
Data Analytics – 170+ individuals who develop and monitor the 
performance of models, targeted marketing campaigns, lead 
routing strategies, and credit and pricing policies, all based on 
extensive data resources. 
 
Credit Specialists – 60+ experts performing comprehensive anal-
yses of financial histories to determine whether a prospect qual-
ifies for funding. Additionally, we have another 20+ people on 
our fraud management team. 
 
Closing Team – 50+ professionals who sell the value of our loans 
and can adjust the interest rate of our loans within an approved 
range. 
 
Sales Force – This 200+ person team is in constant communica-
tion with potential and incoming borrowers. 
 
More than meets the eye 
Like a pencil, there is much more to constructing a BHG loan 
than meets the eye. When banks buy BHG loans, they get the 
end product of a confluence of data, technology, mathematics, 
and predictive analytics, all intelligently synthesized by expert 
data scientists and engineers from across the globe. As such, I 
believe the loans we make available to community banks have 
been scrutinized to a deeper degree than any other unsecured 
loans you will find in the market.  Our bank customers have ben-
efited tremendously: since 2001, banks that have purchased 
BHG loans have earned over $1 billion in combined interest in-
come, and our network of more than 1,500 community banks 
keeps growing.  

 
To date, BHG Financial has originated more than $12 billion in 
loan solutions to top-quality borrowers, which community and 
midsize banks can access through a state-of-the-art loan delivery 
platform: The BHG Loan Hub. More than 1,500 banks partner 
with BHG, 37 of them from Arkansas, which have earned 
$25,627,385 in interest income to date. 
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For more information about BHG contact 
Courtney Calderwood,  SVP, Institutional 

Relationships. She may be reached at 
315-277-6598 or 

ccalderwood@bhgbanks.com   
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A s you look ahead to 2023, it’s possible that the financial 
landscape appears somewhat bleak.  It is likely that 
there are some difficult times ahead for bankers but 

this might be the very opportunity you need to effect systemic 
change at your institution.  That is to get innovation to sweep 
across your entire enterprise. To achieve this innovation 
mindset, you (your organization) must: 
 

• Accept that innovation is crucial to future success 

• Acknowledge that innovation will not organically happen 

• Actively work towards achieving an enterprise-wide 
innovation culture 

 
If you are serious about making innovation an integral part of 
your organizations culture, only then will the necessary work be 
undertaken and a commitment to see it through occur.  Here 
are 3 things needed to make an innovative mindset a reality: 
 

1. Desire 
2. Action 
3. Removal of Barriers 

 
Let me briefly address each of these: 
 
Desire for Innovation – If the CSuite and board have made a 
commitment to innovation, it has a fighting chance. Absent that 
commitment, there is no chance.  For innovation to work, the 
hierarchy of Sr. Leadership must be fully behind the effort and 
have the commitment to see it through. 
 
Taking Action – Once you have decided innovation is worth 
pursuing, then you must take action to achieve an innovation 
mindset across the enterprise.  Here are several components 
that should be included as action steps: 

• Whenever you are communicating, either written or 
spoken, be sure that innovation gets into that conversation. 

• Provide resources for innovation. Bring in a consultant to 
do an innovation workshop or in some other meaningful 
way provide modeling for how innovation can spark and 
take flight. 

• Don’t think too big. Small innovations are big wins that get 
the process going and is encouraging to all team members 
that innovation is something they can do. 

• Praise all innovation attempts – this is often hard for 
leaders who feel that they must offer praise for ideas that 
they truly don’t feel are worth praising.  I agree!!  Clearly 
not all ideas are worth implementing, but all ideas are 
worthy of praise. 

 
Removal of Barriers – Many organizations limit innovation, 
even unintentionally.  Here are some scenarios where you could 
be thwarting innovation: 

• Unstructured ideas can 
lead to dis-satisfaction - 
Let’s face it, there are 
always some employees 
that will offer up ideas 
that may not be sincere 
or completely thought 
through. Yet, if nothing 
happens, this leads to 
dis-satisfaction. 

• Brainstorming facilitator 
gives negative vibe on 
idea – I talk about this 
often, a senior executive 
is facilitating a 
brainstorming session, 
someone offers an idea 
and the verbally or non-
verbally rejects the idea.  
Then, the facilitator can’t figure out why no one will offer 
any ideas.   

• Not all senior leaders onboard – It is possible that some 
leaders are not supporting innovation.  As the very moment 
you find a “nay-sayer”, you have to take immediate action 
to re-direct that behavior. 

 
How Can I Get Started? – I realize that getting an initiative 
started from scratch is really hard.  Here is a quick start guide 
that will assist you in getting this process started: 
 
Step 1 - Pick a topic that is strategic to your institution as initial 
innovation focus 
 
Step 2 Develop ideas – Individually or in small groups, 
brainstorm ideas on the topic you selected.  Don’t judge or edit, 
just capture the ideas. 
 
Step 3 – In some rational way, prioritize or group the ideas such 
that there is a smaller handful that are more likely than not to 
be where you focus your time and attention. 
 
Step 4 – Pick one and move on it. Pick an idea that is relatively 
small, not expensive to implement and move on implementing 
it.  Wash, rinse repeat the 4 steps. 
 
Reminder that innovation is a mindset, like learning a new 
language or going on a diet. It may seem to be hard at first but 
diligence pays off with an amazing result.  Just press forward 
and ensure that everyone knows that this is not a one-off thing 
but a new culture that is being created for your organization.  
Eventually, all will get on board, especially if innovation 
becomes part of their annual review! 

 
David Peterson is SVP & Chief 

Innovation Officer at First 
National Bankers Bank, an ACB 

Associate Member.  You may 
connect with David at 

dpeterson@bankers-
bank.com    
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Financial institutions like yours 

 are the heartbeat of Arkansas communities.  

Thank you for making a difference. 
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T he word “rally” can be used for a 
number of purposes and in different 
contexts. For instance, it could mean 

a long-distance auto race over varying 
surfaces and involving stages and 
checkpoints. It could mean a gathering of 
supporters to generate enthusiasm and 
momentum for an individual or cause—we’ve 
seen plenty of these during this election cycle.  
 

It can also refer to a comeback from some type of challenge. It may 
be an improvement in one’s health. It could be a spurt of energy to 
enable the completion of a task. Finally, it might an analogy for 
sports or other competition in which a participant or team 
overcomes a deficit to snatch victory out of the grasp of defeat.  
 

This final example is the general theme of this column. I hasten to 
say that the community banking industry, by most measures, is 
doing quite well. I’ve consistently heard from bankers across this 
country this year that “earnings are good.” So if there’s any 
catching up to do, it’s not in banking fundamentals. It has to do 
with—you guessed right—rising interest rates and the attendant 
drop in market values for your bonds. Here are a few ideas that 
may be worth considering as we approach year-end.  
 

Funding options 
Suddenly, shockingly in some cases, community banks are having to 
consider using wholesale funds to manage their liquidity. This is an 
exercise that was fading in relevance in 2019 as loan demand was 
beginning to wane, and had been in oblivion since. Not now: FHLB’s 
issued more debt in the third quarter than they did in the first two 
quarters combined, most of which was used to finance new 
advances to community banks.  
 

And with a little effort, a bank can lock down attractive (which I 
admit is relative) terms on longer-duration borrowings. Even with 
5%-plus yields available on shorter assets, low-4% costs can be 
secured for FHLB floating rate advances swapped to fixed, for five 
or so years. If you’re not inclined to execute a rate swap, traditional 
3- to 7-year advances are generally less expensive than brokered 
CDs. This is, in part, compliments of the inverted yield curve.  
 

“Income deferral” 
This subheading is shorthand for “sell assets at a loss in this fiscal 
year, reinvest into higher-yielding bonds, and make back the loss 
before your original bonds mature.” All accountants worth their salt 
(I think I’m one of them) understand that pushing income into the 
future is a wise move from a tax planning, and cash flow, 

standpoint. And, since all 
community banks own liquid assets 
at below-market rates (i.e., have 
unrealized losses) in a year in which 
they’re probably ahead of budget, 
the table is set for a classic holiday 
feast: tax swap. 
 

What makes this strategy viable in 
many cases is the ability to book a 
net-of-tax loss, since selling bonds is 
considered an ordinary event for a 
community bank. When the 
proceeds are reinvested into tax-
free instruments, the net loss often 
recouped in short order. Your 
brokers are capable of modeling a 
number of possible transactions to 
determine the best course of action. 
If you do go down this path, here 
are a couple of possible sales items 
that may work for you: 

• Short bullet bonds or out-of-the-money callables 

• Short (< 5 year) municipals (which are the domain of retail 
investors) 

• Odd lot MBS with several years of seasoning 
 

And for all you S corps, this strategy works even better as your 
higher marginal tax rates allow you to avoid more income tax 
liability.  
 

Look around you  
If you’re inclined to sell out of some losing positions, but need to 
limit the impact on this year’s earnings, remember there may be 
other pieces of your balance sheet that can be sold at a profit. Not 
the least of these are floating rate assets such as SBA 7(a) loans.  
 

The guaranteed portion of a 7(a) loan will likely adjust each quarter 
based on prime, which is 100% correlated with fed funds. They 
command large premia in the secondary market; it’s not 
uncommon to see a bid of over 110 cents on the dollar. Plus, the 
lender/seller is required to retain the unguaranteed portion of the 
loan, and to service it as well. There are SBA lender service 
providers that can guide a community bank through the secondary 
market process.  
 

Far from making up lost ground, use of some of these ideas can 
more correctly press your advantages into 2023 and beyond. In a 
year of positive earnings pictures and solid credit quality, the fourth 
quarter could be the ideal time to set the stage for robust future 
periods. This holiday season, community bankers may be donning 
their rally caps.  

 
Fourth quarter rally 

Some suggestions on how to wrap up 2022 

        
            BY JIM REBER 

Basis Points 
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Jim Reber is president and 
CEO of ICBA Securities, an 
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You may connect with Jim at  

(800) 422-6442 or 
jreber@icbasecurities.com. 
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The Top Scams Affecting 

Senior Citizens Right Now 
and What Community Banks can do to Help 

 
       BY AIMEE LEEPER 

O lder adults are targets for financial exploitation because they 
tend to possess more wealth than others –accumulated over 
their lifetime through hard work and saving. A decline in 

mental faculties for some seniors also makes them more vulnerable, 
especially residents of nursing facilities targeted by predators who 
take advantage of victims’ memory loss. The CFPB reports that SAR 
filings on elder financial exploitation quadrupled from 2013 to 2017. 
One third of the individuals who lost money were ages 80 and older, 
and adults ages 70 to 79 had the highest average monetary loss. 
 
Seniors are often targeted through the internet, mail, phone, in-
home visits, and free offers specifically tailored to large groups of 
seniors. Though they are always changing, we’ll discuss the most 
common elder scams happening now, and ways banks can help 
combat this problem. 
 
Medicare & Health Insurance Scams 
Perpetrators may pose as a Medicare representative to get personal 
information, or provide bogus services at makeshift mobile clinics, 
then use the information to bill Medicare and pocket the money. 
Some even make false offers for free medical supplies or checkups 
that require the victim to provide their Medicare information and 
credit card number for supposed “shipping and handling” fees.  
 
Consumers also report phony “Free” back, neck or knee brace 
offers. Scammers claim to be a Medicare or medical supply 
representative or health insurance company. If interest is shown, 
they will ask for sensitive information such as Medicare Numbers or 
Social Security Numbers.  
 
Another of the latest Medicare scams to pop up is where scammers 
are emailing, calling, and even knocking on doors, claiming to be 
from Medicare and offering all sorts of pandemic-related services if 
you “verify” a Medicare ID number. Among the offers is to send new 
cards they claim contain microchips. Some posers have been asking 
for payment to move beneficiaries up in line for the COVID-19 
vaccine. 
 
Google Voice Scam 
This applies to anyone that may have posted an online notice — an 
item for sale, for example, or a lost pet poster — and included a 
personal phone number. The scammer will call and pretend to be 
interested, but say they want to verify first that you aren’t a 
scammer. They’ll say that you are about to get a verification code 
from Google Voice (their virtual phone and text service) sent to you, 
and ask you to read it back. In actuality, they are setting up a Google 
Voice account in the target’s name. They can go on to perpetrate 
scams and pretend to be another, hiding their footprint from law 
enforcement. 
 
Zoom phishing emails 
How this con works is that the target receives an email, text, or 
social media message with the Zoom logo, telling them to click on a 
link because their account is suspended, or they missed a meeting. 
Clicking exposes them to the risk of an upload of malware, where 
personal information could become available for identity theft. 

Telemarketing/Phone Scams 
Seniors were raised in an era 
that valued politeness and good 
manners, but this makes them 
more vulnerable to fraud. Often, 
they are less likely to hang up 
the phone or simply say “no” to 
criminals pretending to be 
telemarketers or representatives 
of a company. Some 
telemarketing scams include: 
1. The pigeon drop - The con 
artist tells the individual that he/
she has found a large sum of 
money and is willing to split it if 
the person will make a “good 
faith” payment by withdrawing 
funds from his/her bank 
account.  
2. The fake accident ploy - The con artist gets the victim to wire or 
send money on the pretext that the person’s child or another 
relative is in the hospital and needs the money.  
3. Charity scams - Money is solicited for fake charities.  
 
Internet Fraud 
If you’ve ever seen a pop-up window telling you that your computer 
has a virus, then you’ve come close to this type of fraud. Pop-up 
browser windows simulating virus-scanning software fools victims 
into downloading a fake anti-virus program, or an actual virus that 
opens personal information to scammers. Scammers are also 
sending fake text messages alleging there is big trouble with an 
internet account, a credit card, bank account, or shopping order on 
Amazon or other popular retailers. They want people to click on 
links and provide personal info.  
 
Similar issues are popping up via ads on social media. Phony retail 
sites are using photos lifted from real online stores to make their 
fake store look legitimate. They run ads where the user clicks and 
winds up on their fake site, where they place an order with payment 
info and never receive the goods, or get a cheaper knock-off version, 
often shipped direct from overseas.  
 
Solutions 
ACB Preferred Services Provider, CRA Partners, delivers Senior 
Sentry training to Nursing, Veterans, and, HUD senior homes that 
educates the elderly on how to avoid financial fraud and scams. 
They offer a variety of CRA compliance programs established to 
create safe and secure living environments for the elderly with help 
from local banks. Banks that partner with them also get access to 
downloadable CyberSavvy Seniors resources to share with banking 
staff and customers that keep seniors safe online. 
 
Learn how partnering with them to support the Senior Housing 
Crime Prevention Foundation can satisfy your bank’s CRA 
requirements. 
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ACB Elects Officers and Directors  
 

The Arkansas Community Bankers Association announces officers for terms to October 2023.  

 

Elected as Vice President is John Beller, Bank of Cave City; Treasurer is Kyle Baltz, RiverBank, 

Pocahontas; and Secretary is Ed Wilkinson, Farmers Bank, Greenwood.  

 

Elected to serve as director for a two year term to October 2024 is Kim Markland, Bank of 

Little Rock. Elected for a one year term as the Preferred Solutions Provider representative is 

Byron Earnheart, Barret School of Banking, Memphis, TN.  

 

The Arkansas Community Bankers Association is committed to exclusively preserving and 

promoting Arkansas community banks, their franchise values and the communities they 

serve.  

|    20    |      COMMUNITY BANKER A RKANSAS Fall 2022        

Kim Markland John Beller Kyle Baltz Byron Earnheart Ed Wilkinson 



Preferred 

Solutions 
Provider 

http://www.icbabancard.org/
http://www.icbabancard.org/
http://www.icbabancard.org/


 
 
 

             Relationship Advice for Banks  
and Fintechs  

              BY  TOM LAYMAN 

T he financial world is obsessed with fintechs. Not a day goes by that we 
don’t hear something about how they are changing payments, money 
transfer, and the entire financial services industry.  

 
If you’re like most financial services professionals, you’re trying to figure out 
what role they play in your business. Are fintechs a threat or a potential 
partner? Are we supposed to become a fintech, invest in a fintech, acquire a 
fintech, or stay on the sidelines hoping for the dust to settle and a clear path to 
emerge?  
 
Define the Concept.   
Let’s begin with a simple definition.  Quite literally, financial services + 
technology = fintech.  When you hear that word mentioned, you may be 
thinking to yourself, well, if that’s all it is, then we are already offering fintech! 
And that’s good news, as Fortune reported in October 2021 that nearly 9 in 10 
Americans are using some type of fintech platform a) to manage their financial 
lives, b) looking for ways to save time and money, or c) seeking more financial 
control.   
 
Another obvious realization you probably have had is that in today’s world, it’s 
almost impossible and unheard of to offer financial services without the 
involvement of some type of technology.  And you’d be right.  In fact, operating 
as a financial institution with any degree of success guarantees that fintech is 
part of your business. 
 
Define the Relationship.   
Knowing what fintech is helps us understand our relationship with it. There are 
several possible connectors to you and fintech, we’ll explore four of them here: 
 
1. If you are utilizing technology right now to offer even the bare minimum of 
digital services to your customers, you’re most likely using fintech as a 
vendor.     
 
2. There can be an unintentional relationship in which your customers use 
fintechs that may interface with services you offer, often without your 
endorsement. The fintech Plaid offers an interface between financial institutions 
and apps such as the budgeting app Mint, and the payment transfer app 
Venmo, both of which are fintechs themselves. These services may be 
considered complementary or competitive to services you provide. 
 
3. This is when fintechs need banks for their financial infrastructure and access 
to the payment system.  The simple fact is, fintechs depend on traditional banks 
and credit unions to access the banking system. In this scenario, the bank simply 
serves as a vendor to the fintech. 
 
4. This may be the best-case scenario for all parties involved. That’s where you, 
as a bank, identify a specific technological direction you want to go, peruse the 
vast number of players in the fintech world and select the right one to partner 
with.  Rather than viewing each other as necessary evils, both fintechs and 
community banks stand to mutually benefit from a strategic partnership.   
 
Define the Opportunities.    
Now that we’ve defined the relationship, let’s take the next step.  Let’s readjust 
the lens a bit and see if a broader perspective helps you identify ways to utilize 
those relationships to your best advantage.  What’s the end game? Well, every 
financial institution desires to increase market share, elevate customer 
experiences, improve efficiency, and boost revenue. The right relationship with 
the right fintech can help you achieve those goals in three specific ways: 
operational technology solutions, customer facing solutions or front-end 
technology solutions.  
 
 1. Operational Technology Solutions 
You may have already applied third party technology to your core to improve 
operational efficiencies. For example, technology to automate and streamline 
wire processing, or technology to automate Reg. E disputes. In addition to 
efficiency gains, operational technology solutions often improve internal 

controls, compliance and monitoring, and ensure 
you are delivering consistent and expedient 
customer experiences.  It’s likely you’ve already 
implemented such technology using the fintech-
as-vendor connection.   
 
2. Customer Facing Solutions 
When your core providers don’t support the 
innovation, customization, or specialization you 
need to meet your growth goals, it’s time to look 
for a fintech partner who provides customer 
facing technology solutions. Fortunately, there 
are an abundance of fintechs who provide a wide 
range of core-agnostic solutions to support the 
result you seek. This differentiation may allow 
you to gain market share within your geographic 
footprint, or access niche markets nationwide.  
For example, many banks partner with a fintech 
to offer online lending platforms, integrating the 
processes from application to decisioning to 
funding and documentation. Or, by offering small 
business depositors sub-accounting and escrow 
services through a fintech, you may be uniquely 
positioned to gain new customers from business 
loan and deposit clients. Offering specialized services for your consumer and 
business clients positions your financial institution as innovative and forward-
thinking, further amplifying your position as a market leader.   
 
3. Front-end Fintech or “Banking as a Service” 
Front-end fintech partnerships are arrangements where a bank’s infrastructure 
is combined with a fintech’s technology in order for a non-bank to accept 
deposits, extend credit, access payment systems and issue debit and credit 
cards. This model typically involves the fintech using the bank as a vendor and is 
described as Banking as a Service, or BaaS.  This relationship can be a lucrative 
business model for banks. For example, the automated savings app Digit reports 
they have helped customers save over $7 billion since 2015. Those funds are 
swept from their users’ financial institution accounts into a Digit savings bucket. 
Digit deposits those collective funds in their BaaS provider. 
  
Define the Strategy.    
Without a doubt, fintechs have initiated an era of radical change for community 
banks. They’ve opened up possibilities and created opportunities for new 
geographic markets, niche segments and services offered by financial intuitions 
of every size. In many respects, fintechs are leveling the playing field between 
community banks and the largest national providers of financial services, as well 
as opening financial services to previously unserved or under-served markets.  
However, truly decoding the fintech puzzle starts with your strategic plan. When 
you have a clear business strategy, you can find the fintech solutions and 
partners to help your financial institution reach your unique goals and 
objectives.  
 
Using your strategic plan as your roadmap, you can then explore and prioritize 
the right service offerings to support your plan, conduct a feasibility analysis and 
risk assessment, identify your goals and key performance indicators, find and 
evaluate fintechs providing solutions to meet those needs, conduct a thorough 
vendor analysis and due diligence, and negotiate a contract with your preferred 
partner. Then the fun begins with implementation and marketing your new 
service or solution.  
 
Rather than reacting to headlines and the pressure to “do something NOW,” we 
find the wisest course of action is a strategic one.  We believe fintechs can be 
great strategic partners, adding significant value to your business and helping 
you thrive in this age of opportunity.  
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Your technology needs are critical to your 
bank.  Allied’s approach is simple.  We 
implement a set of best practices that help you 
run your organization more efficiently while 
reducing risk.  Don’t just take our word for it.  
Allied is consistently ranked as one of the top 
service providers in the country. 
 
Allied is redefining IT Professional Services.  
Schedule an executive meeting with us today!  
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FLOURISH            

Cyber and data security have long been 
areas of emphasis for community banks, 
but in today’s escalating digital 
environment, that focus has grown. In 
fact, our 2022 CEO Outlook Survey ranked 
data security as a top concern, and as the 
digital sphere continues to evolve, all 
signs point to that level of concentration 
increasing.  
 

When I think about the work community 
banks are putting into heightening 
security protocols and protecting their 
customers, I’m struck by the fact that so 
much of cyber preparedness stems from 
navigating conceptual circumstances. 
Fraudsters continually evolve their 
techniques to find new ways to prey on 
consumers and small businesses, and as 
they do, we must remain vigilant in 
serving as the first line of defense. But the 
question remains: How do we stay on top 
of their tactics and safeguard against a 
hypothetical, moving target? 
 

While there’s no cyber or data security 
silver bullet, by bringing the theoretical 
into a true banking environment, we can 
begin to establish action plans that speak 
to real-world attacks. For example, by 
participating in tabletop exercises, 
bankers can get a first-hand account of 
where their preparedness plans shine and 
where they fall short. By taking cyber and 
data security from the conceptual into the 
concrete, we are able to find the chinks in 
our armor and shore up our defenses 

before a hacker gains entry.  
 

Because a good defense begins with a 
strong offense, ICBA has partnered with 
the Cybersecurity and Infrastructure 
Security Agency (CISA), a division of the 
U.S. Department of Homeland Security, to 
offer tabletop exercises tailored 
specifically to community banks. These 
exercises enable you to bring all areas of 
your bank into the cyber and data security 
fold, and in the process, create a deeper 
understanding about what you are 
preparing for, how it will impact all facets 
of your bank, and how you can be ready 
to respond to what may come your way.   
 

In addition, ICBA also has created a Cyber 
and Data Security Resource Center. 
Updated regularly with new tools and 
resources, this center offers insights, tips 
and even customer support tools for 
community banks. It helps you not only to 
prepare, but also execute your cyber 
plans and introduce new education, 
training and resources as needed.  
 

In today’s environment, cyber and data 
security is about constant vigilance. This 
can feel like a daunting task, but by 
working in bite-sized pieces, you keep it 
top of mind on a standing basis and build 
a culture of cyber and data preparedness. 
That cyber and data security-first 
mentality will go a long way in helping to 
protect you and your customers from 
emerging threats.  

“While there’s no cyber or data security silver bullet, by 
bringing the theoretical into a true banking environment, 
we can begin to establish action plans that speak to real-
world attacks.”

Where I’ll be this month 
I’ll be participating in our fall leadership meeting as we strategize for the coming year and 
consider ways to help community banks both manage risks and embrace new opportunities.  

REBECA 
ROMERO 
RAINEY 
ICBA President and CEO.   
ACB is the ICBA state affiliate. 

@romerorainey 
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A s most readers are probably aware, the merger 
and acquisition market is still fairly “robust” and 

transactions continue to occur. However, there are 
some new considerations that did not exist last year. 
While we are staunch proponents of community 
bank independence, we are also honored every time 
a bank asks us to represent it with what is really the 
most important of obligations in helping an 
organization pursue a sale or find a buyer. An 
organization is only going to get one shot at doing a 
sale right so it is of the utmost importance to focus 
on maximizing the benefits of the transaction while 
still remaining protected.  

 
It becomes important for the board of directors of a potential selling 
bank, an ownership group or a family to push back against a possible 
buyer who simply does not “get it”. By that, we mean that too often a 
buyer that may be buying a smaller community bank or a family-owned 
bank seems to think that they are doing the selling bank a favor. So, 
when a potential seller requests the opportunity to conduct its own 
due diligence, questions the particular structure of a transaction, or 
simply asks for certain things that will benefit the seller, the buyer 
sometimes becomes frustrated. There are even instances when buyers 
suggest that if the seller does not quit asking for so many things and 
questioning what the buyer is doing that the buyer is going to “take 
their marbles and go play elsewhere.” In most of those circumstances 
the best thing is to let them take their marbles and go play elsewhere! 
 
Recently, we have even encountered circumstances where a buyer 
began to question whether a bank even wanted to sell in the first 
place. Why do they keep negotiating the price? Why do they want us 
to demonstrate our ability to pay the consideration? Why are they 
asking for a commitment from our bank to their existing community 
post-closing? These are questions a potential buyer may be asking. 
Again, many of these buyers do not understand that there is more to a 
potential sale than merely dollars and cents and as stated previously, a 
selling organization only gets to sell once. In fact, the board of a selling 
organization should always consider not only the economic factors but 
also the impact a potential transaction might have on the selling 
organization’s community, employees, and customers, in addition to 
the shareholders. In that sense, the directors rightfully focus on how a 
potential transaction impacts “stakeholders,” which is a much larger 
group than just shareholders.  
 
Another issue that is affecting negotiations is unrealized losses in the 
available-for-sale securities portfolio. The value of the bond portfolio 
has an inverse relationship with the increase in interest rates. As 
interest rates go up, the value of the bond portfolio goes down. With 
the significant and unprecedented (at least in recent times) increase in 
the interest rates, there is a significant amount of unrealized loss in 
community bankers’ bond portfolios being reflected in the banks’ AOCI 

and driving down tangible book value. 
This issue has come up in several 
situations during negotiations. The 
question most often raised is “Is the 
seller going to be ‘dinged’ on the 
purchase price for that unrealized loss in 
the bond portfolio?” The answer is a 
succinct “it depends.”  
 
If the purchaser is another community 
bank that has no excess capital and 
couldn’t take the hit on the closing of the 
transaction by marking those bonds to 
market (which the accounting literature 
requires), then in that case, most 
certainly the losses imbedded in the 
bond portfolio will result in the reduction 
of the purchase price. If the purchaser is 
a larger bank where the imbedded loss 
would be a “rounding error” for them, or 
they simply have excess capital so even 
marking those bonds to market would 
not make getting a transaction done 
difficult, it often can be negotiated where 
they just keep those bonds to maturity, 
don’t ding the purchase price, and the 
buyer realizes the full value over a period 
of time. After all, what the buyer is 
buying is the earnings stream of the 
seller and those bond returns are 
imbedded in that earnings stream. In any 
event, an organization should not let 
negative AOCI steer them away from 
considering a possible transaction.  
 
So, if an organization makes the tough 
decision to pursue a sale, they do not immediately lose all negotiating 
leverage. Rather, the smart organization pursues the sale at a time 
when they are not backed into a corner and feels like they are forced 
to sell on lesser terms. That gives them substantial negotiating leverage 
to work an even better transaction for all stakeholders. Smart buyers, 
by the same token, will not assume that a selling bank is fortunate to 
have the buying bank ride in on their white horse and save the bank 
from further trouble. Rather, the smart buyer will look at a target as a 
potential benefit to the combined organization and find ways to 
reward the seller for the value they are bringing to the transaction 
while trying to make the transaction as simple and as smooth as 
possible for both parties.  

From the Board Room 

Buyers Don’t Always Understand 

 
   BY PHILIP K. SMITH and CHARLES E. PLUNKETT 

Philip Smith is President & 
CEO of Gerrish Tuck Smith, 
an ACB Associate Member.  

You may connect with 
Philip at  

(901) 767-0900 or 
psmith@gerrish.com. 
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A fter several years of pandemic-
related internal and external 
challenges, the nation’s community 

bankers have largely turned their focus to 
traditional concerns related to the 
economy, technology and competition 
from nonbank providers.  
 
That switch is one of the key findings of this year’s Conference of State 
Bank Supervisors (CSBS) National Survey of Community Banks (PDF). 
The survey is conducted annually by CSBS and state bank regulators. 
Nearly 500 bankers answered questions about the challenges and 
opportunities they face in the industry. The report also contains 
extensive comments from five bankers from around the country on 
survey topics.  
 
Chief External and Internal Risks  
The bankers surveyed cited net interest margins and economic 
conditions as the top external risks they face. That’s not terribly 
surprising, as the survey was conducted during a period (April through 
July 2022) of rising consumer prices and interest rates and falling asset 
prices and gross domestic product.  
 
While rising interest rates do provide an opportunity to increase 
margins, there are substantial risks, too, hence bankers’ concern. Loan 
demand remains a concern, but less so than last year, and it is virtually 
tied with regulation and the cost of technology as a major risk.  
Cybersecurity concerns, once again, dominated a list of internal risk 
issues, with 65% of respondents indicating it was extremely important. 
Cybersecurity also ranked as a top risk in the area of current and future 
technological challenges.  
 
Staff retention and technology implementation were other risks that 
ranked high among the surveyed bankers. Overall, banker perception of 
operational risks—such as cybersecurity, credit and operations— 
declined from last year, which reflects, in part, the lessening effects of 
the COVID-19 pandemic.  
 
Technology, Competition and Regulation  
The share of bankers who say the adoption of new technology is 
extremely important continues to grow. Mobile banking services—
which received a significant boost in interest during the height of the 
pandemic—are now offered at 97% of responding banks; remote 
deposit capture is available at 85% of these institutions.  
 
Advancements such as electronic signature verification, online loan 
closings and online loan applications are other innovations community 
bankers are seriously considering adopting over the next year, if they 
are not already offered. Bankers cited cybersecurity risks, cost, core 
processor responsiveness1 and regulatory changes as the most difficult 
challenges they face in implementing new technology.  

Regarding competition, community 
bankers by and large still consider 
other community banks their biggest 
competitors for most categories of 
loans and deposits, followed by 
regional and national banks. Credit 
unions are viewed as prime 
competitors for deposits. While many 
bankers see fintech firms as 
competitors in the provision of several 
financial services, an increasing 
number of community banks are 
entering partnerships with fintech 
firms to offer these products and 
services.  
 
Prior to 2017, regulatory burden was a 
dominant issue in survey responses, 
likely due, in part, to the changes 
brought about by the Dodd-Frank Act. 
But regulatory burden reduction 
legislation and so-called regulation 
technology, or regtech, appear to have 
eased the burden.  
 
Regtech consists of several applications to assist banks in meeting their 
compliance responsibilities, using technology such as automation, 
advanced analytics and cognitive computing. The cost of compliance 
appears to be stabilizing in light of these developments; median 
personnel costs related to regulatory compliance as a percentage of 
total personnel expenses dropped to 7.1% in 2017 and has remained 
below that level since.  
 
Looking Ahead  
In addition to conducting the annual survey, CSBS polls a panel of 
community banks quarterly and uses the data to create a Community 
Bank Sentiment Index (CBSI), which debuted in the second quarter of 
2019. The latest reading, for the third quarter of 2022, showed 
continued negative sentiment among community bankers, although the 
index number was up from its record low in the second quarter of 2022.  
 
In the latest CBSI poll, community bankers expressed ongoing concerns 
over high inflation, economic growth and the possibility of a more 
burdensome regulatory environment. Although the annual survey 
provides a more comprehensive look at the opportunities and 
challenges facing community banks, the quarterly CBSI provides an 
important snapshot of how our nation’s smallest banks view the 
outlook for the U.S. economy. Taken together, we get a clearer picture 
of the economic conditions that banks face today and where they think 
challenges will persist in the future.  
 
Note  
1. Core processing systems allow banks to support a variety of services 
ranging from loan origination to automated clearinghouse transfers. 
The systems can be provided internally or delivered through external 
vendors.  

Carl.White@stls.frb.org

 

Bankers Cite Economy, Cybersecurity as Top Risks 

 
BY CARL WHITE 
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http://www.nfp.com/
mailto:trey.deupree@nfp.com
https://www.equiasalliance.com/


Preferred 

Solutions 
Provider 

http://www.mpasystems.com/
http://www.mpasystems.com/
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mailto:barret@barret.ws
mailto:barret@barret.ws
http://www.barret.ws/
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mailto:contactHC@harlandclarke.com
https://hs1.harlandclarke.com/financial-services-marketing-trends-report-har
http://www.vericast.com/Acquisition


 

 

 

 

 

 

ACB Education    25 

Allied Technology Group   25 

Argent Financial Group             13 

Arkansas Capital Corporation     9,28 

Arkansas Student Loan Authority 14 

Bankers Healthcare Group  6,8,7 

Bankers Helping Bankers   37 

Bank Strategic Solutions   13 

Barret School of Banking   33 

Celerit     25 

Center for Financial Training  25 

CRA Partners    18 

Data Driven Partners   27 

DD&F Consulting    14,22 

NFP      31 

Federal Home Loan Bank   13 

Federal Protection    24 

First National Bankers Bank  11,OBC 

FORV/S     37 

Gerrish Smith Tuck    29 

Harland - Clarke - Vericast  34 

ICBA               3,8,26,36  

ICBA Bancard    21 

ICBA Securities    15,16 

IL Group     27 

JMark      23 

JTS Financial     IBC 

Lively      38 

Modern Banking Systems   27 

MPA Systems    32 

Passageways Onboard   12 

PCA Technologies    14 

Quattlebaum, Grooms & Tull  10 

Retriever Payment Systems  14 

SBA      19 

SHAZAM     IFC 

Smiley Technologies   24 

SouthState Bank    24 

S&P Global     17 

TCM Bank     37 

Travelers     5 

UFS      24 

Wallace Consulting    27 
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The Arkansas Community Banker is published quarterly and read by over 2,500 community bank directors, 
CEO’s, presidents and other key management personnel in every community bank and thrift in Arkansas. Other 
reader groups include ACB Associate Members and Preferred Solutions Providers, as well as governmental and 
regulatory officials at the state and national levels. Each issue of the Arkansas Community Banker is filled with 
leading edge information that has a bearing on Arkansas’ banking and financial services industry environment. 
The electronic format allows readers to archive issues of the  Arkansas Community Banker for future reference.  

https://arcommunitybankers.com/resources/Documents/Rate Card 2021.pdf


A ll industries, 
including 
community 

banking, seem to be 
talking about the “war 
for talent.” Yet, there is 
one powerful solution 
that’s not always given 
the attention it 
deserves: training and 
development.  
 

Providing employees with the opportunity to learn has proven time 

and again to increase engagement, fulfillment, performance and 

productivity. It also boosts innovation and creativity, while lowering 

absenteeism and attrition rates. If people are our number one asset, 

training and development should no longer be something that 

happens in the background. 

 

Creating a culture of learning requires time, attention and 

investment, especially from those in leadership positions, and 

education and training should be held to the same standards as other 

business segments.  

 

Boards of directors should request a training report at minimum 

annually, but ideally more often. The responsibility for that report 

needs to sit with the people in the best position to view, evaluate 

and measure the bank’s overall educational efforts, whether that is a 

designated training leader or a cross-departmental group of leaders 

and HR. 

 

There is no industry standard for training 

reports, but some key elements to 

include are: 

• The amount of time and resources 

allocated to employee training 

• The focused training areas/skills and 

employee feedback 

• Success metrics for courses, where 

available. (For instance, community 

banks using a Learning Management 

System can extract total users and 

pass rates while helping to identify 

areas requiring more training. If 

there were trends of incorrect 

answers, that is an area to target for additional training.) 

• Reports of instances where training had a direct positive impact 

on the bank’s goals 

• A summary of what bank examiners thought of the training 

efforts 

• A list of new training methods that were deployed 

• Recommendations by training leadership that require additional 

board support 

 

If a bank reports more frequently than annually, a progress update 

should be included. For example, how is the bank doing year-to-date 

versus its outlined plan? If the bank is not on target, what factors 

contributed to the bank being off course? 

 

This active dialogue with the board of directors allows for all 

leadership to be in lockstep in achieving bank-wide goals, allowing 

them to target specific skills if the board is prioritizing certain goals or 

business innovation.    

Remember, though, that this is a business report—not a full-fledged 

learning discussion. In the same way the chief credit officer or chief 

risk officer might share a board report, these reports should be 

tailored for the board audience, so ask colleagues for advice on how 

to craft yours.  

 

However you present it, consider this annual report your community 

bank’s report card on what it is doing to support its number one 

asset: its employees.  

 

 

 

Winning the war for talent  
 

             BY LINDSAY LaNORE  

Perspectives 
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Lindsay LaNore  is 
ICBA’s group executive 

vice president and chief 
learning and experience 

officer. ACB is the ICBA 
state affiliate. You may 

connect with her at 
lindsay.lanore@icba.org 

mailto:lindsay.lanore@icba.org
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Associate 

Member 

http://www.tcmbankna.com/
http://www.tcmbankna.com/
mailto:tcmbank@icba.tcmbank.com
http://www.bankershelpingbankers.com/
https://www.forvis.com/about-us
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https://livelyme.com/acba/
mailto:partnerships@livelyme.com
https://livelyme.com/acba/


Preferred 

Solutions 
Provider 

http://www.jtsfs.com/
mailto:john@jtsfs.com
http://www.jtsfs.com/


Associate 

Member 

http://www.bankers-bank.com/
http://www.bankers-bank.com/

