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Recovering Michigan attracts more banks’ attention
March 14, 2014
By Hina Nawaz and Kevin Dobbs
After a long and arduous stretch that got its start well before
the 2008 financial crisis rocked the national economy, conditions
in Michigan are improving and providing some banks in the state
motivation to push for greater market share.
“Things are vastly improved throughout the state,” Dennis Koons,
president and CEO of the Michigan Bankers Association, told SNL.
“That is saying a lot because we had a long, rough period.”
It is indeed saying a lot.
Some important context: Michigan has for decades been hampered by a secular decline in American manufacturing, one punctuated by the deterioration of U.S. automakers that reached its depths
in the last decade. Detroit, the state’s largest city and once the industrial heart of a region blossoming with manufacturing work and
a swelling population, has been devastated by recession, poverty
and lofty levels of crime for decades.
Its population peaked at 1.86 million in 1950. Today, only about
700,000 people live in Detroit, leaving its population close to the
level it was in the early 1900s. In 2012, Detroit was home to the
highest violent crime rate of any large city in the U.S., according to
the FBI. Its jobless rate still approaches 15%, more than double the
national level.
Last year, its finances in shambles and its tax base decimated by
the flight of citizens, the city of Detroit filed for bankruptcy. Detroit’s
misfortune has spilled into neighboring cities and suburbs, as residents flee to communities farther removed from the city’s blight in
favor of safer neighborhoods and better schools.

But Detroit, after years of allowing pension liabilities to mount
and services such as law enforcement to dwindle, is finally tackling
its woe. “The problems in Detroit are being addressed as opposed to
continuing to be swept under the rug,” Koons said.
The city is working on a plan to restructure its $18 billion debt via
major cuts to city workers’ pensions and retiree health benefits, in
addition to lower payments to bondholders. It is trying to emerge
from bankruptcy this year. The cuts are painful moves for those
affected, of course, but officials say they are necessary to stop the
bleeding and bring Detroit back from the brink. A recovering Detroit
would mark the final major step — and the biggest — in a comeback
that already is well underway elsewhere in Michigan.
“Bankers say things should be even better than they are,” Koons
said, “but things are much better than they were.”
Click here for a PDF version of this map.
Michigan’s unemployment rate, which soared past 14% in 2009
and marked the highest of any state in the country at the time, has
dipped below 8%. A revived U.S. auto industry following the 2009
bankruptcies of General Motors Corp. and Chrysler LLC has been
a key driver of the recovery. A recent SNL analysis found that auto
loans at banks and thrifts advanced 10.39% in 2013. But an emphasis
on diversification and growth in industries such as health care and
information technology, as well as a rebounding tourism industry in
parts of the state, also get credit, bankers say.
As this has developed, loan demand has gradually emerged and
some bankers are betting on pockets of strength in the year ahead.

Case in point: Chemical Financial Corp. After reporting an increase
in profits and double-digit loan growth in 2013, the Midland, Mich.based bank this week inked a $120 million all-cash deal to buy TraThat explains why Wayne County, where Detroit is located, is
verse City, Mich.-based Northwestern Bancorp. Executives said on a
projected to see its population decline further between 2013 and
conference call to discuss the acquisition that they view the north2018, according to ESRI. Declines or only modest levels of growth
west section of Michigan as an area ripe for both consumer and comare forecast for several nearby counties.
mercial loan growth amid strength in
health care, education, manufacturDeposit market share of banks in Wayne County, Mich.
ing, agriculture and tourism.
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Institution (top-level ticker)
JPMorgan Chase & Co. (JPM)
Comerica Inc. (CMA)
Bank of America Corp. (BAC)
PNC Financial Services Group Inc. (PNC)
Royal Bank of Scotland Group Plc (RBS)
Fifth Third Bancorp (FITB)
Flagstar Bancorp Inc. (FBC)
Huntington Bancshares Inc. (HBAN)
TCF Financial Corp. (TCB)
Dearborn Federal Savings Bank
County total

Branches
69
61
47
35
42
26
17
13
12
5
370

2013
County
Deposits market share
($M)
(%)
18,069.0
43.62
13,290.5
32.09
2,624.7
6.34
1,963.7
4.74
1,860.7
4.49
816.8
1.97
799.0
1.93
467.4
1.13
310.1
0.75
194.5
0.47
41,421.2

As of March 7, 2014.
Deposit data based on the FDIC’s Summary of Deposits as of June 30, 2013.
Branches are adjusted for completed mergers and acquisitions, as well as openings and closings, since
June 30, 2013.
Analysis is at holding company level and excludes credit unions.
Source: SNL Financial

2012-2013
deposit
growth (%)
10.76
6.12
9.08
-1.41
-1.26
1.96
9.47
-15.36
26.54
-1.44
7.00

“We believe we will see strong loan
growth” following the deal, Chemical
CFO Lori Gwizdala said. “We estimate
that going forward we can achieve
double-digit organic loan growth in
this market.”
Click here to view this data in an
Excel format.
Old National Bancorp, based in Indiana, also is betting big on Michigan.
In January, it announced it would
buy Ann Arbor, Mich.-based United
Bancorp Inc. The acquisition would
double Old National’s presence in
Michigan, to 36 branches, and provide
it entrance to the Ann Arbor market.
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