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BANK VIEWS

From the President & CEO

The Power of Working Together

In August, we saw again the power of pulling together.
Louisianas Great Flood that inundated 22 parishes prompted
us to action. The magnitude of the devastation brought
donations from our employees and led to the implementation
of a special disaster relief grant program to help employees of
affected member institutions.

In the Bayou State, members helped each other and their
communities by setting up donation centers in unaffected
branches. Collections of food, clothing, and essential items
were gathered and distributed to those in need. The spirit of
our cooperative shined as it so often does in times like these.
We are proud to serve this District. In this issue, we offer a
closer look at this national story through a member’s eyes and
give some insight into the flood’s effects on homes, businesses,
and agriculture.

In November, an unprecedented election cycle came to a close.

With it, new opportunities for regulation reform arrived.
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On behalf of everyone at your Federal Home Loan Bank,
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for a prosperous New Year.
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AGRICULTURE

“We continue
fighting...you just
keep struggling
and doing what
you are doing.

It's something you
have a love for all
of your life, and
you continue
doing it.”

—Louisiana rice and soybean
farmer Kim Frey, 61, lost

60 of his 2,700 acres to

the August flooding.

'Record-Breaking' Flood
Hurts Producers

By Jaime Jordan
or Louisiana rice farmer Kim Frey, four decades VP Director,

of Corporate

and four generations of farming experience couldn’t e
Communications

stand up to 30 inches of rain over a two-day period
that left much of southeast Louisiana underwater.

Mr. Frey, who has approximately 2,700 acres of rice and soybeans
near Motawa, lost 60 acres in the flooding; his son lost 200.

“It’s been one for the record books,” said the 61-year-old, who
succeeds his father, grandfather, and great-grandfather in the
family farming business.

In the wake of the August flooding, being coined the Great Flood of
2016, 13 people died, 22 parishes were declared disaster areas by the
Federal Emergency Management Association, thousands of people
were displaced, and 19,900 active businesses were disrupted.

According to an estimate from the Louisiana State University (LSU)
AgCenter, agricultural losses from the August flood event will total
$277 million. The losses are heavily concentrated in rice and
soybeans, and include the estimated impact to farm infrastructure.
The losses projected for rice alone are $68.9 million.

Of the $277 million total estimated economic impact, approximately
$214 million is associated with expected reductions in gross farm
receipts due either to yield losses or quality damage.

Another $25 million is related to expected increased production
costs. The remaining $38 million stems from the expected
replacement costs of impacted agricultural infrastructure,
according to a September report from the LSU AgCenter.

“The largest acreage we have in the southern part of the state is
rice, soybean, and sugar cane,” said LSU AgCenter Economist Kurt
Guidry. “Both the rice and soybeans took a pretty significant

hit from both a yield and a quality standpoint”

Continued on page 3
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Louisiana farmer Kim Frey (left) and his son, Tommy, collectively lost 260
acres to the Great Flood of 2016.

Before the August deluge, Louisiana farmers were already
facing tough conditions.

“2016 has been a very challenging year for our producers
throughout the state. It started this spring in the northern
part of the state where we had excessive rains and flooding
for most of that region,” Mr. Guidry said. “We had areas that
got well over 30 inches of rain in a little over a 24-hour period
in March?”

Fast-forward to August and September where producers not
only saw the flood event on August 11, but they continued
to experience persistent rainfall.

Impact to Rice Yields, Price

Estimated Reduction in Farm Receipts

$60,522,312
$8,400,830

> Estimated Increase in Farm Production Costs

Total Impact

$68,923,142

The continual rains, according to Mr. Guidry, have resulted

in yield loss and quality damage, particularly for the rice crops.
Said Mr. Guidry, “The LSU AgCenter economists have heard
reports of yield losses ranging from 5 to 10 percent to as much
as 50 to 60 percent, especially in some coastal regions of

the state in areas where rice was submerged for several days”

The quality damage will result in a significantly lower price
than rice producers expect. “At best, that rice is just going to
have salvage values associated with it. So it’s a tremendous
loss for those producers as it relates to either lower production
and/or lower yields,” Mr. Guidry said.

That’s one of the major concerns for Mr. Frey.

Esti 4 Reducti
F

in Farm Receip

$3,359,126

Total Impact

$3,391,392

“The biggest problem — and something you have no control
over — is rice pricing,” said Mr. Frey. “Rice prices are low.
You couple that with rice yields, and it’s not a good scenario.
I’'m not sure how things are going to work out yet. They are
throwing a $15 to $16 price out there, but that’s basically all
you can get. And with yields where they are, you can't pay the
bills with that”

Mr. Frey, like other farmers, said he couldn’t attribute the low
yields solely to the August 11 flooding event. The excessive
rains throughout the growing season played a significant role.

Estimated Increase in Farm Production Costs

Alan Lawson, Crowley rice farmer and president of the Acadia
Parish Rice Growers Association, was lucky. Hed just harvested
his first crop when the rains hit. About 180 of his 1,100 acres
were impacted by the floods.

Rice farmers in Vermilion Parish, closer to the coast, had
significant losses, he said.

“There were people that had crops in the bins that had already
been harvested, and they wound up with flooding in the bins,”
he said. “You hate to depend on insurance, but that's why we

buy it. But the vast majority of rice farmers are underinsured.”

Initial estimates by the LSU AgCenter put corn, soybean, and
cotton yields down 5 to 10 percent from last year.

“While 5 and 10 percent may not sound like a whole lot, when
you combine that with the low commodity prices they might
be facing, any kind of reduction is of significance for our
producers,” Mr. Guidry said.

In addition, many producers may face additional concerns
amid their financial health.

Producers who are carrying over debt or operating loan debt
into 2017 will have a tougher time projecting positive cash
flows for operations, given commodity prices remain at
relatively low levels, according to Mr. Guidry.

Second Crop Losses

Initial estimates by the LSU AgCenter of yield losses for rice do
not include rattoon crops — crops that are harvested a second
time. In the southwestern part of the state, approximately 30

to 40 percent of the rice acreage is rattoon.

“We had in the neighborhood of 30 to 40 percent of those acres

that would normally be rattoon that were not because of the

difficulties with the flooding with the first crop,” Mr. Guidry

said. “For those producers, they don’t have the additional

revenue from the rattoon crop they normally would budget for

in their operations. So that’s a big and significant impact e 8
for those producers.” -

Both Mr. Frey’s and Mr. Lawson’s second crop yields
were impacted.




For those farmers who were able to harvest a second crop, the
LSU AgCenter is hearing that yields are down 10 to 15 percent
on good acreage, and down as much as 50 percent for more
damaged yields.

“All in all, we're going to be down in terms of rice pretty
much across the board in the southern part of the state,”
Mr. Guidry said.

Estimated Reduction in Farm Receipts

$62,127,123
$6,995,170

Estimated Increase in Farm Production Costs

Total Impact

$69,122,293

Impact on Soybeans

A report from the LSU AgCenter puts the estimated economic
impact of the August 11 flooding on soybean production at
$69.1 million. There were approximately 420,000 acres affected
by the floods, according to the report.

Mr. Frey said one farm was impacted after the third replanting.
That farmer’s early beans planted in early May fared well, he
said. “But the later beans planted at the end of June — we don’t
even want to go into that scenario, being that it’s so late

— especially in south Louisiana. It doesn’t work.”

Moving On

“A lot of the farmers were already struggling to get by, and the
floods just did them in,” said Jeremy Hebert, county agent for
Acadia Parish with the LSU AgCenter.

But Mr. Hebert says he does expect farmers to bounce back
after this flood event.

For Mr. Frey, farming is all he knows.

“It’s so hard to make ends meet — just to pay the bills,” he said.
“We don’t generally quit unless we are forced out of something.
We continue fighting...you just keep struggling and doing
what you are doing. It's something you have a love for all of
your life, and you continue doing it” m

MEMBERS

of Late Summer Floods

n the afternoon of Friday, August

12, employees of the Denham

Springs branch of Baton Rouge

Telco Federal Credit Union
(Telco FCU) were released at 2:00 p.m.
Reports of high water and road closures
prompted the move. But for many employees, it just seemed
like another rainy day.

By Jaime Jordan
VE Director

of Corporate
Communications

“Everybody felt pretty good,” said Darryl Long, president
and CEO of Baton Rouge Telco FCU. “We knew it was
raining, and we knew some rivers would flood, but as far as
people being impacted in areas that don’t normally flood,
we just never thought of that”

According to Mr. Long, one employee decided to take
advantage of the early release by treating herself to a
manicure and dinner with friends. “She went to sleep that
night and woke up with water in her house Saturday
morning. That’s how quickly this happened and how
unprepared most of our employees were,” Mr. Long said.

One of Telco FCU’s four branches flooded. “The branch was
45 feet above sea level and in an area that had not flooded
previously;,” said Mr. Long. “You think of New Orleans
being at a negative elevation; the areas that flooded were
high areas that never had any flooding”

Seventeen of the credit union’s employees experienced flood
damage to homes. The branch, an 8,000-square-foot office,
had $500,000 in damage and had to be completely gutted,
according to Mr. Long. The damages meant replacing

the floor, Sheetrock™, doors, cabinets, every cubicle, and
every piece of office furniture. The branch is currently
operating a drive-through and ATM with five employees.

“We had no flood insurance, like a lot of our members and a
lot of our employees, because that branch had never flooded,
Mr. Long said. “I can promise you all our branches have
flood insurance today. My biggest advice to the institutions
that might be reading this article is, ‘Get flood insurance’

We didn't have it on any of our offices, and now we have it

on all of our offices.”

Continued on page 5
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Mr. Long’s employees are expected to return to their Denham
Springs office by the end of the year, but recovery may be even
more difficult for smaller institutions.

“What if we were a smaller institution? What if it were our
only office? It would be devastating,” he said. “This just hit
areas that never had any flood problems. And because it was
a rain event and not a storm, you couldn't see it coming or do
anything to prepare for it”

Recovery

Recovery has been a long process for the financial institutions
impacted by the flooding. Of FHLB Dallas’ 135 member
institutions in Louisiana, more than half were impacted.

“Two of my VPs are living in travel trailers that they’ve
purchased since the flood and parked in their driveways so
they can help manage the construction on their houses,” Mr.
Long said. “For them to work all day and take care of our
members’ needs and the things we need them to do at work,
and then go home and deal with that has just been phenomenal?”

“When you see the news, you think it’s as bad as it gets.

But even four weeks after the flood, you can go through some
subdivisions and still see all the debris that’s been brought

to the curb but hasn’t been picked up,” he said. “You go down
these streets and see piles and piles of rubble. As you

go through subdivision after subdivision, you begin to recognize
just how widespread the flooding was and that so many people
were affected. And this is eight miles from where I thought the
hardest-hit areas were”

Employee Assistance

Telco FCU gave all employees affected by the floods an extra
week of vacation.

“It really helped them handle getting all the stuff out of their
houses and prepare to rebuild them,” Mr. Long said.

“It happened so quickly that some of our employees had time
only to get a suitcase of clothes packed,” Mr. Long said. “We've
helped them with clothes and some of the day-to-day things
they need. We've had groups that went to people’s houses and
helped them demolish and take out Sheetrock.”

Management of New Orleans-based Crescent Bank also
mobilized quickly to assist their affected employees at the
Baton Rouge call center. Sixty of the bank’s 138 employees were
affected by flooding.

The bank, which has 650 employees across 25 states, responded
quickly by creating an avenue for monetary donations for
employees and establishing donation drop-off locations at its
three main operations/call centers in Baton Rouge, Harahan
(Louisiana), and Chesapeake, Virginia. Items that weren’t
utilized by employees directly affected by the floods were
opened up to employees who had family members or neighbors
affected, said Joann Haffner, director of payroll and benefits
for Crescent Bank.

“We have very small offices in most of the states outside of our
three main locations,” Ms. Haffner said. “All of our employees
wanted to help the affected employees in some way, so we set
up a way for them to make monetary donations. We divided
the funds among all of the individuals who were affected. Our
management teams contacted the employees almost immediately”

Additionally, Gary Solomon, Crescent Bank’s chairman and
CEQ, issued checks to affected employees that were directly
deposited into their accounts.

One employee, Ms. Haffner said, called in tears when she
received the text alert of the deposit of funds into her account.
“She said, I didn't know how I was going to pay my bills”

Two employees spearheaded the donation coordination

— Talameka Hynes and Carol Dugas. “You felt like you were in
a retail store,” said Ms. Haffner of the ladies’ meticulous
organization of the items. “Without them, the donation center
wouldn’t have been as successful”

Donations included children’s coloring books, toys, and school
supplies. “The employees were very grateful for all the toy
donations that were given,” said Candice Fisher, wellness
coordinator for Crescent Bank. Other, more mainstream
donations, included baby clothes, food, household cleaning
products, and bedding. The bank hired a truck to transport
donations from Chesapeake to Baton Rouge.

Crescent Bank also offered counseling sessions through the
bank’s Employee Assistance Program. Like Telco FCU, the
bank offered its employees a flexible work schedule following
the flooding, including one paid week off to allow employees
to meet with insurance adjusters and contractors.



Members Helping Communities

Telco FCU gave about 900 loan extensions to members who
called in with payment issues as a result of the floods.

“We're trying to help them get through this rough patch,”
Mr. Long said.

The credit union, which has about $300 million in assets,
received about $14 million in deposits from insurance and
FEMA checks.

“To get $14 million in deposits very quickly was kind of
surprising to us. A lot of the money is still in people’s accounts.
While they can get money from FEMA to repair their homes,
you can imagine this many houses affected all at one time in
one community - there are not enough people to do the work”

Helping the Recovery

Stephen Kirsch, director of Human Resources for Crescent
Bank, knows firsthand what it’s like to have your home
underwater. He had 12 feet of water in his home following
Hurricane Katrina.

“We do understand that it’s a long, arduous process,” he said.
“Homeowners are dealing with contractors. Some of them are
dealing with the slow rate of getting their insurance money
and getting all of that finalized so that they can actually start
rebuilding. Some of the renters are staying with relatives; some
were able to secure other rental units; some are in temporary
housing. It’s going to continue. It’s not over for a lot of

these folks”

FHLB Dallas made available $1 million in grant funds for
members to assist members’ employees, who live in designated
disaster areas, whose homes were damaged or destroyed.

“This is the first time we’ve made grant funding available for
the employees of our member institutions,” said Steve Otto,
first vice president and director of Member Sales at FHLB
Dallas. “When we visited the area and saw the devastation, we
knew we had to do something that could aid members in their
recovery. We decided that helping them address the needs of
their employees was the best way to do that”

Of Crescent Bank’s 60 affected employees, about 25 were
homeowners, and 15 of them were helped by approximately
$39,500 in grants from FHLB Dallas.

“I thought it was such a gracious thing that FHLB Dallas did
for the community. We were so thrilled to find out about the
program,” said Stephanie Laws, chief administrative officer of
Crescent Bank. “The turnaround time was so quick, and we
were able to provide those dollars to the affected individuals
immediately. Several days after the employees received their
grants, I got another phone call from FHLB Dallas about gift
cards from various stores and places that we could provide to
those who were not homeowners but affected by the flooding.
We were bowled over at FHLB Dallas’ generosity to us”

The funding and the assistance from Crescent Bank and FHLB
Dallas have been critical components of the employees’
recovery efforts, she said.

“We had several employees reporting that they were sleeping
in their cars. One, because there were no available hotels in the
area and two, because they didn’t have the money to pay for a
hotel room. Some of them were sleeping in their cars right in
front of the Baton Rouge location. The money FHLB Dallas
made available helped them get through that terrible experience”

Baton Rouge Telco FCU was also among the members who
utilized the grants.

“A mechanism was in place that was quick and painless, and it
was designed to take care of people who needed it,” Mr. Long
said. “It has really helped me encourage the employees who are
going through a hard time. The support was just beautiful.

It was something unexpected at a time they really, really
needed it. FHLB Dallas made it easy for us, and the employees
are incredibly grateful” m

Corporate Communications Specialist Tanya Dittberner
contributed to this report.
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HOUSING

\ Daily Life
Disruptea
oy Floods

22 Louisiana Parishes
Declared FEMA Disaster
Areas in August

140K

Homes damaged
or destroyed in
southern Louisiana

By Jennifer Holland
Senior Communications Writer

Beauregard

B No Designation
[[] Individual Assistance and Public Assistance «t
B Public Assistance

he Great Flood of 2016 brought more than rain and
high water to 140,000 people in 22 Louisiana parishes.
The multi-day deluge, with its two feet of rain

AUGUST 11-14, 2016

equating to 7.1 trillion gallons of water, created a .......

domino effect on citizens and businesses that will be felt for ...--i- @ ] HU.RRI.CANE KATRINA

years to come. - oy
Damage to houses, cars, businesses, and public infrastructure ...... ...... -

spanned 1,000 square miles. Amount of total rain (in gallons) Amount of total rain (in gallons)
The hardest hit areas included Livingston, East Baton Rouge, 7 1 HIH 2 2 HIF

and Ascension Parishes. In Livingston Parish alone, 86.6 ° trl | I 1on ° trl I I 1on
percent of homes were in flooded areas, though only 21.7

percent were covered by flood insurance according to a g ﬁgggn}
Baton Rouge Area Foundation report.

Source: WeatherBel! Analytics, Foundation calculation, news sources



Other affected parishes included: Acadia, Avoyelles, East
Feliciana, Evangeline, Iberia, Iberville, Jefferson Davis,
Lafayette, Pointe Coupee, St. Helena, St. James, St. Landry,

St. Martin, St. Tammany, Tangipahoa, Vermilion, Washington,
West Baton Rouge, and West Feliciana.

“The question is, ‘How quickly can these people be brought
back to normalcy,” said Mark Boud, chief economist at Hanley
Wood | Metrostudy. “Construction employment is already
tight, and with policy changes proposed by the Trump
administration, the situation will get even tighter. Fifteen
percent of the construction industry is comprised of
undocumented workers.”

For these reasons, he said, the area’s comeback could be slow.
“The cost of rebuilding will be quite high, and it could go
higher because of inflation.” He explained that President-elect
Trump’s policy could lead to increased mortgage rates, which
are directly tied to inflation. “We expect mortgage rates to rise
even faster due to political policies”

Costs and Calculations

A report commissioned by Louisiana Economic Development
estimated residential property damage due to the flooding at
$3.8 billion. Of the homes affected, the report showed that 71
percent (76,000) were owner-occupied; 20 percent were rental
properties; and 9 percent were vacant.

“For the most part, we are kind of at that stage where we are
going to find out what people are going to do,” said Dr. Loren
Scott, president and founder of the
economic consulting firm Loren C.
Scott & Associates.

“First, they had to gut their homes; then
they had to let them dry out before they
put Sheetrock back up,” Dr. Scott said.
“We're just now at that point where the
people who decided to rebuild are

¢ 3.8 BILLION

Business Impacts

At the height of the flooding in August, an estimated 19,900
businesses and 278,500 workers were disrupted. That equates
to nearly 20 percent of all Louisiana businesses, as reported in
the Louisiana Economic Development study. Inventory,
equipment, structures, and lost productivity were all taken
into account.

Louisiana farmers in the region were doubly impacted with
flooding to their homes and to the crops that are their livelihoods.

Eric Morrow, who owns Morrow Farm in Ponchatoula, said
though his 35 acres flooded, his home was one of the few spared.

“I am probably one of only two people whose house didn’t go
underwater. Most everybody in our community, their houses
went underwater,” he said. “We have an old farm here.

The older generation knew exactly where to build. We are
sitting on a little hot spot”
Mr. Morrow said he and his
neighbors worked for 24
hours removing items and
debris from people’s homes.

“Right after the storm,
there was a great sense of

replacing the Sheetrock. Others will
decide to move to an area that didn’t flood”

Tax Levies Lessened

IN DAMAGES

community — an unbelievable
amount of charity. People
started gutting houses and

Local tax assessors faced the daunting
task of determining home values after
the floods. They opted to reduce values
across-the-board by 20 percent. “This
gives homeowners a tax break and actually takes some of them
below $75,000 for the homestead exemption, said Dr. Scott. He
continued, “So they don't have to fund any property taxes. The
bad news is there won't be a whole lot of money to run schools,
police departments, and fire departments.”

Though property taxes have dropped, sales tax revenue has
skyrocketed since the floods. “In Livingston Parish, sales tax
revenue is going to the ceiling because so many people are
buying things to repair their homes,” Dr. Scott said.

TO HOUSES IN 22 PARISHES

pitching in and doing a great
deal of work” m

Corporate Communications
Specialist Tanya Dittberner
contributed to this story.
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ELECTION

n the early morning

hours of November 9, 2016, Donald Trump surprised global
markets in his successful bid to become the 45% president of the
United States.

In the wake of the election, political analysts and financial trade
144 q y associations are predicting that Congress and Mr. Trump will
I think we’ll have advance reforms to the Dodd-Frank Act and changes to the Consumer
a much more Financial Protection Bureau’s (CFPB) leadership structure. They also
accommodatin g speculate about the impact his presidency will have on interest rates

X and trade negotiations.
regulatory climate

2 Dodd-Frank
a year from now.
Financial institutions across the FHLB Dallas District are hopeful that
— Ron Haynie, ICBA Dodd-Frank reform will be at the top of the list.

“Certainly with Trump’s election and the sweep of both houses of
Congress to maintain Republican control, you have an environment
that will be more friendly to business and business growth, as well as a

9

By Jaime Jordan
VP Director

of Corporate
Communications



reduction in regulation over a number of
industries, particularly financial services,”
said Ron Haynie, SVP of Mortgage
Finance Policy for the Independent
Community Bankers Association
(ICBA). “A big one is Chairman
Hensarling’s Financial CHOICE Act.
That is a blueprint for what shape
reform might take in the next Congress.”

President-elect Trump’s transition team
has promised to overhaul the 2010
Dodd-Frank Act. House Financial
Services Committee Chairman and
Texas Republican Jeb Hensarling (R-TX)
told the National Mortgage News that he
was working with the transition team

to revamp the Financial CHOICE Act
legislation for reintroduction in 2017.
Chairman Hensarling was on a short

list for Treasury secretary, before Steve
Mnuchin, Mr. Trump’s campaign finance
chief, was tapped for the role in late
November.

“Not only does Dodd-Frank cement
their [big banks] status as ‘too big to fail;
its regulatory waterboarding of community
banks and credit unions has created an
uneven playing field that gives an
undeniable, indisputable advantage to
firms large enough to absorb the law’s
costly new mandates,” said Chairman
Hensarling in an October 28 speech at
FHLB Dallas’ annual Member Conference.

The election of Mr. Trump, said Bill Smead,
who leads Seattle, Washington-based
Smead Capital Management, has
changed the political atmosphere.

“Most of this is psychological in nature,”
Mr. Smead said. “The prior party in
power acted like they had it in for the
banks. The new administration will treat
them as part of the future success.”

Political pundits disagree on the
extent to which Dodd-Frank
will be revamped.

Karen Petrou of
Federal Financial
Analytics, in a
research note
published
November

9 in the Wall
Street Journal
stated, “Dodd-Frank
is done for”

Gennadiy Goldberg, U.S. rates strategist
for the Global Strategy division of TD
Securities, said that while President-elect
Trump ran on a platform to repeal
Dodd-Frank, he will likely face challenges
from his broader constituency.

“It will be very hard for him politically
to repeal Dodd-Frank as a wholesale
measure. The people who got him elected
are not the people who benefit from a
repeal of Dodd-Frank; and if he does,
he could open himself up to a barrage
of political attacks,” Mr. Goldberg said
in reference to the large number of rural
voters who turned out in support of

Mr. Trump. “Can you get some sort

of reform around the edges? Yes. The
unfortunate thing about Dodd-Frank,
but also the interesting thing about
Dodd-Frank, is that there are nearly
25,000 pages of regulations. You don't
need to repeal all of it. What you need
to do is change a ratio here and there to
make it easier for banks to operate”

Loosening some of the operational ratios
and appointing more business-friendly
heads of agencies, like the FDIC and
CFPB, could lead to rule-making out of
the agencies that is more welcoming for
businesses, according to Mr. Goldberg.

Additionally, Mr. Trump will likely face
opposition from Dodd-Frank supporters
in the House and Senate.

“I think that Dodd-Frank was not tough
enough,” U.S. Senator Elizabeth Warren
(D-MA), told American Banker.

Like the analysts, ICBA shares the stance
that at least parts of Dodd-Frank will be
unwound. Other possible reforms
that could impact community
financial institutions
include changes to the
Systemically Important
Financial Institution (SIFI)
level, as well as rules
regarding the CFPB’s
oversight, enforcement,
and the qualified mortgage
(QM) exemption.
There is general
support in both
houses for QM relief
for loans that are held
in portfolio, Mr.
Haynie said. The
American Bankers

10

“It will be very
hard for him
politically to
repeal Dodd-Frank
— as a wholesale
measure. The
people who got
him elected are
not the people
who benefit
from a repeal
of Dodd-Frank,
and if he does
he could open
himself up to
a barrage of

political attacks.”
—Gennadiy Goldberg, TD Securities

Continued on page 11
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ELECTION

Association noted in an analysis published
in the ABA Journal that, “Immediately
gauging how the Trump administration
will react to the banking industry is not
easily discerned, as his banking priorities
were not revealed during the campaign. ..
We expect the Trump administration
will take cues from Hensarling and Crapo
on banking priorities” Among those
priorities was repealing or greatly
altering the Dodd-Frank Act.

“I firmly believe we’ll get changes, but I
don’t think Dodd-Frank will completely
go away, said Mr. Haynie of ICBA. “ICBA
does think there will be an opportunity
to have some changes. I think we’ll have
a much more accommodating regulatory
climate a year from now.”

Fed Policy

President-elect Trump ran, in part, on an
agenda of regulatory relief, infrastructure
spending, and tax code reform. Bank
stocks rallied early on November 9 on
the news Mr. Trump would become the
nation’s next president. The market
reaction, said Mr. Goldberg, was in
response to the possibility of tax cuts
and infrastructure spending.

“What you're seeing now is not really a
death in the reach for yield that you've
seen in that last few years, but kind of a
pause,” Mr. Goldberg said. “So you are
seeing the markets reprice on expectations
of tax cuts and infrastructure spending””

If both occur, the country may see what
Mr. Goldberg described as a “pro-cyclical”
stimulus, and something not normally
seen in developed economies.

“This could provide stimulus when the

U.S. is at the peak of the economic cycle,
accelerating growth more than necessary
and actually exacerbating any future
slowdown. That doesn’t necessarily mean
that will be the case in the U.S.,” Mr.
Goldberg said. However, with a 4.9
percent unemployment and growth at
1-Y5 to 2 percent, “There is little slack left
in the economy to absorb the extra stimulus,

which could have an inflationary effect,”
he said.

Interest Rate Predictions

During Mr. Trump’s campaign he was
quoted in support of both raising and
lowering rates.

“Donald Trump the candidate and Donald
Trump the president are fundamentally
two different people,” said Mr. Goldberg.
“Donald Trump the president doesn’t
want higher interest rates. No president
wants higher interest rates because they
make it harder for the economy to grow.
President Trump, especially if he wants
to finance deficits and tax cuts, wants
low interest rates. So, I doubt he will
look actively to undermine the Fed”

According to Mr. Goldberg, Mr. Trump
is likely to allow Federal Reserve Chair
Janet Yellen to serve out the remainder
of her term, which ends in February 2018.
In the interim, he will nominate two
people for the open board seats on the Fed.

Most analysts, however, expect the Fed
to raise rates in response to the election.

“We have argued that Millennials will
set rates as they demand money for the
first time,” said Mr. Smead. “Their lack
of risk-taking should change as they
age and because the country’s leader is

a risk taker. The Fed will follow behind
and raise short-term rates to catch up as
demand drives long-term rates higher”

CFPB Structure

During his campaign, Mr. Trump
supported abolishing the CFPB, which
has drawn criticism lately because

of its leadership structure.

CFPB Director Richard Cordray’s term
expires in 2018, giving Mr. Trump an
opportunity to nominate his replacement.
A recent court decision would give the
president greater oversight of the CFPB.
The CFPB is appealing the decision.

“If Richard Cordray decides he will stick
it out, then it gets down to whether President
Trump asks for his resignation,” said ICBAs
Mr. Haynie, who added that he expects
changes to the CFPB leadership.

Time Will Tell

In the next few weeks, the District will
get a better sense of the agenda that will
be moved forward based on Mr. Trump’s
cabinet appointments.

Said Mr. Haynie, “Obviously there is still
a lot that will develop over time as the
Trump administration comes together”

With a few weeks until President-elect
Trump takes office, there is one thing
on which most analysts agree. Said
Mr. Goldberg, “We know nothing” m

Director of Government & Industry Relations
Eric Haar contributed to this report.

Here are a

few economic
points made by
President-elect
Donald Trump
during the
campaign:

Fed Policy

Supports low interest rates, critical of the Fed and Chair Yellen

Regulation Moratorium on new financial regulation

Trade Renegotiate NAFTA, tariffs on Chinese exports to level playing field

Source: The Tax Foundation, Candidate Articles, TD Securities
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ccess to the

Fund Loans
secondary Quicker and
mortgage Easier
market is available

to FHLB Dallas members

through the Mortgage Partnership
Finance® (MPF®) Program. It gives
members three ways to earn revenue:

a one-time premium for selling the loan,
a one-time premium with servicing
-released or 25 bps annually with servicing
retained; and an ongoing monthly
revenue stream called the Credit
Enhancement Fee (CE Fee).

FHLB Dallas MPF Manager Lee Cammerer
said the CE Fee is a bit of a misnomer.

“Members sometimes ask about the CE
Fee, and I assure them that it isn’t a fee
they pay. It is actually a reward that FHLB
Dallas pays them for sharing in a limited
and defined risk position,” he explained.
“Our regulators require risk-sharing
arrangements on all asset purchases”

FHLB Dallas members manage the credit
risk and, if retained, part of the servicing
risk. FHLB Dallas manages the liquidity,
interest-rate, and prepayment risks.

FHLB Dallas offers three on-balance
sheet MPF products: MPF Original
provides ease-of-use and no minimum
monthly volume requirement and MPF

MPF

as a Secondary Market Strategy

i

Best
Execution
Pricing

Dedicated Help Desk

SN

Unwanted
Risks

for Members

35and
: MPF
Retain
Relationships 125 are
and performance
Processes 1 ased to offer
varying monthly

income and levels of loss protection.

A member’s monthly CE Fee reward
depends on two factors: the selected MPF
product and the Master Commitment.

What is a Master Commitment?

“The Master Commitment is a document
where the member tells FHLB Dallas which
of the three products they want and the
aggregate loan amount they plan to sell in a
given time frame,” Mr. Cammerer said.
“It is an estimate of anticipated activity
and not a mandate to deliver loans”

The MPF program accepts six types

of conventional and conforming loans
with a minimum credit score of 620
including: residential properties (one

to four units), single-family residences,
condominiums, PUDs, owner-occupied
primary and secondary homes, and
manufactured homes.

No Up-Front Investment

Only loans with acceptable credit ratings
may be sold into the MPF Program.
Bringing loans to that standing is

12
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accomplished through
the Credit Enhancement |
Obligation (CE Obligation).
A member’s maximum
risk exposure — the CE
Obligation — is
a percentage

of the total
loan amount and is collateralized by a
member’s blanket lien at FHLB Dallas,
so there is no up-front investment.

By Jennifer Holland
Senior Communications Writer

“Let’s say you have a 90 percent LTV loan
with a 680 credit score that LEVELS®
deems to be risky;,” said Mr. Cammerer.
Standard and Poor’s LEVELS model
calculates the risk and severity of a
potential loan default. Mr. Cammerer
continued, “But, the borrower has a good
job and savings and has consistently paid
your institution on a credit card loan.
You could sell this loan into the MPF
Program since you're comfortable with
your borrower and the risk they present”

The MPF Program offers true delegated
underwriting, 24-hour turnaround, no
loan-level price adjustments, and three
ways to earn revenue with a limited and
defined risk position.

To learn more, call Member Services at
844.FHL.BANK (844.345.2265) or visit
fhlb.com/mpf. m
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Bank‘ Reulhon sfter the 2016 Election

long-awaited opportunity is in place to explore

changes to the regulatory and examination framework

for community and regional banks. Now is the time

to be active and bold in achieving common-sense
changes that will benefit bank customers and their communities.
Knowing where you have been helps in knowing where you
need to go.

According to its website, the Economic Growth and Regulatory
Paperwork Reduction Act of 1996 (EGRPRA), “...requires that
regulations prescribed by the Federal Financial Institutions
Examination Council, Office of the Comptroller of the Currency,
Federal Deposit Insurance Corporation, and Board of
Governors of the Federal Reserve System be

reviewed by the agencies at least once every 10

years. The purpose of this review is to identify
outdated or unnecessary regulations and consider

how to reduce regulatory burden on insured
depository institutions while, at the same time,
ensuring their safety and soundness and the

safety and soundness of the financial system.”

The well-intentioned wording is long on sentiment,
but short on results. Long before the financial
crisis of 2008, banking was inundated with
regulations that stifled growth and often did not
make sense. Then came Dodd-Frank, which
became the latest in a string of policies out of Washington D.C.
that harmed the greatest banking system ever devised by man.

What I hear from Louisiana bankers goes beyond Dodd-Frank,
which is itself a host of onerous regulations. Add to that the
changes mandated by the Financial Accounting Standards
Board and an examination process that often seems focused
not on collaborative problem-solving but on directing and
admonishing, and you will agree: We can do better.

I have represented bankers in Louisiana since 1983 and can
attest from experience that they want to do the right thing,
want to have good relationships with examiners, and value
examiners’ eyes on their operations. Louisiana has 29 fewer
community banks since enactment of Dodd-Frank in 2010.
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This is not wholly because of Dodd-Frank,
but the Act could have been the tipping point
for more rapid consolidation. It should be
noted that members of Congress of both
parties, senior members of federal banking
agencies, and the Conference of State Bank
Supervisors all support relief in some form.

By Robert Taylor
Louisiana Bankers
Association

Three areas of banking require change from which we can
measure success.

First, the regulatory framework needs to be rationalized in a
way that results in savings to bank operations. Banks have
spoken for years of lowering the benchmarks used to measure
bank performance due to the regulatory burdens.
Bottom line, bank return on equity (ROE) needs
to rebound. We need to look at year-end 2016
ROE for community and regional banks and
compare that to the ROE in the years ahead.
Those numbers need to reflect cost savings due
to the changes made in 2017 by Congress and
federal banking agencies.

Second, Congress needs to pass H.R. 1941, the
Financial Institutions Examination Fairness
and Reform Act to rebalance the relationship
between federal bank examiners and the banks.
Bankers want and deserve good relationships,
especially when issues arise that need attention. A more
collaborative problem-solving approach is in everyone’s
best interest.

Lastly, the changes need to result in new bank charters.

An industry that has no new entrants is one that is unhealthy.
Banking needs to be attractive to capital, and with sensible
regulatory and examination reform, capital will flow to new
entrants to the great American banking system.

To achieve these results will require bankers to be active with
their state associations in advocating for reform. I look
forward to seeing you soon in the halls of Congress. m

Robert Taylor is CEO of the Louisiana Bankers Association.
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1. Members enjoyed 18 holes at the
TPC Four Seasons Las Colinas Golf
Course, home of the Byron Nelson,
during the Annual Conference golf
outing. Matt Sawrie, Home Federal
Bank; Van Snyman, Maobiloil Federal
Credit Union; Scott McLaughlin,
Vista Bank; and FHLB Dallas Member

3. Guests

roamed the exhibit

halls and enjoyed the welcome

dinner at the Perot Museum of Nature
and Science. The Dallas String Quartet got
the crowd on their feet for a high-energy
performance to end the evening.

Sales Manager Russ Guess made up 4. First Federal Community Bank EVP John
the first-place team at the tournament. Brockman and his wife, Marcella, toured

2. Patrick Shropshire, Heritage Life

Insurance Company, lines up a

the Lyda Hill Gems and Minerals Hall.
5. Bank of England President Gary Canada

putt after hitting the longest drive and his wife, Hanna, toured the T. Boone

of the day.

Pickens Life Then and Now Hall.

6. Billy Beane's look into the world 8. Nearly 200 members and guests

of data-driven baseball and stories attended the 2016 Annual Conference
about the making of “Moneyball” at the Hotel Crescent Court in

were real hits at the conference. uptown Dallas.

7. Best-selling author and leadership 9. Right — Michael Wilson, Sr. Vice

coach Dr. Marshall Goldsmith kicked  President, Guaranty Bank and Av

off the conference by getting the Trust Co. of Delhi, Louisiana.

crowd out of their comfort zones

and shared his insights on how to F H I-BAN K
motivate themselves and others. DALLAS

Member driven. Community focused.
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