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“Culture eats strategy for lunch.” 
 
That iconic saying—attributed to the supreme management guru, Peter Drucker—is also the phrase that is 
voiced by Terry Turner, the CEO of Pinnacle Financial Partners (PNFP), at the beginning of each quarterly 
conference call with analysts. The earnings call for the first quarter of 2019 was no exception, and indeed Mr. 
Turner is rightfully proud of the culture that he has built at his Nashville-based bank—a culture that has taken 
this bank from the position in 2000 of a small start-up populated by refugees from the iconic First American to 
one of the largest, fastest-growing and most profitable community banks in the Southeast less than two decades 
later. 
 
That culture—one that emphasizes pay for performance and allows producers a high degree of autonomy in 
developing their books of business—is not unique among the community banks, but we would say that Mr. 
Turner has done a better job than most of his peers in articulating Pinnacle’s philosophical infrastructure and 
actually crafting his company’s strategies around it. There are other community banks that live by their 
cultures—we would point to South State Corp. (SSB), United Community Banks Inc. (UCBI), CenterState 
Bank Corp. (CSFL) and Atlantic Capital Bancshares (ACBI), among others, as strong culture-centric banks—
and we believe that we have entered into a period of banking evolution in which the building and nurturing of 
strong cultures will be essential to banking success. 
  
What is culture in a bank, anyway—and why should investors care? It is a question that we have pondered for 
decades and we must admit that the absence of culture is sometimes easier to recognize than its actual existence 
and the value that it brings with it. The large banks that lacked cohesive cultures mostly crashed and burned in 
the Financial Crisis and in the years leading up to it, and it has been interesting (and sometimes painful) to 
watch companies like Bank of America Corp. (BAC) and Citigroup Inc. (C) try to recreate themselves into 
disciplined and cohesive entities after years of “winner take all” craziness and misdirection.  
 
The idea of banking culture seems to be a pretty straightforward one to us. It is a mindset that permeates a 
bank—beginning at the CEO’s office and filtering all the way down to the folks who work on the front lines— 
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and it mandates correct and incorrect behaviors in employee interactions with customers. And while the 
concept of culture implies a positive force, that has not always been the case—a bank’s culture can be hijacked, 
as we have just seen in the case of Wells Fargo & Co. (WFC), to the end that decisions and actions preclude 
customer benefit and instead profit the company and the banker to the exclusion of both customer trust and 
legality. 
 
But we think that Peter Drucker’s and Terry Turner’s admonitions about culture point to a more positive 
result—a set of principles that inform the decision-making process and allow for fairness and good outcomes 
for all involved. In the Pinnacle Financial model, the customer gets a quick and straightforward decision on a 
loan, the banker gets a good payday based on the depth of customer relationships and business generated, the 
company gets some of the best growth metrics in the industry, and shareholders get the benefits of a well-
performing stock and of the growth and sharing of the capital hoard that is generated by growing revenues. 
 
There are several times in the banking cycle when a positive and consistently reinforced culture is especially 
important, and we believe that we have already entered one of those periods. A culture of conservatism and 
quality is especially important in the end stages of an economic cycle, when lending competition becomes most 
intense and the most concessions are likely to be made not only in loan pricing but in loan structure and 
guarantees. The regulators have already stated their concerns regarding leveraged lending and “covenant-
light” loans, and it’s clear that there are some (many?) banks out there that are betting that this time will be 
different. (Hint: It won’t.) 
 
And we are clearly in the middle of one of those periods when the care and feeding of culture is most 
important—a period of rapid consolidation within the banking industry when large community banks are 
acquiring smaller ones at a rapid clip and many diverse cultures (or in some instances, no cultures) are coming 
together at one time. The merger of equals between BB&T Corp. (BBT) and SunTrust Banks Inc. (STI) will be 
closely watched for a possible clash of cultures among two large banks—the very corporate-centric culture of 
SunTrust combined with the retail (and more rurally focused) culture of BB&T—but we also believe that the 
issue of culture will become a larger one for community banks as they increasingly grow (as Pinnacle Financial 
already has) toward the end of becoming regional companies. 
 
Because the culture instituted by Terry Turner and his team at PNFP is so well-articulated and the results are 
so readily visible, it is relatively easy for “the Street” to judge the pace of consolidation and absorption of the 
“Pinnacle Way” in the acquired banks. Ditto for the embedded culture of credit quality and conservatism that 
dominates South State and everything that they do—the changed culture at Park Sterling is already visible in 
the numbers and in the lessened emphasis on commercial real estate lending and capital markets activities. We 
believe that investors will increasingly look for real evidence of cultural change as this consolidation wave rolls 
on; acquiring managements will be challenged to show evidence of successful cultural “transplant” quickly out 
of the gate. 
 
Terry Turner made another very interesting comment in his first quarter remarks on the subject of culture, and 
this one has occasioned a lot of thought on our part. One questioner asked if Pinnacle could continue its culture 
and operating philosophy even as it grew larger, and he responded that “at some point, there will be regulatory 
pressures for bureaucracy.” (But he emphasized that PNFP is a long way from that point, and we would 
concur.)  
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We must admit that that is the first time in our long career that it had struck us (like a thunderbolt) that 
regulation is often the enemy of culture. As we thought back to the successful banks that have had to abandon 
decentralized operating models that were very successful (SunTrust and BB&T come immediately to mind) due 
to regulatory nervousness over the decision making process, it suggested to us that regulators have little 
tolerance for the importance of banking culture due to the fact that it is an intangible and cannot be measured—
at least not in any way that can be reflected in call reports or FY-9s.  
 
Perhaps it’s time for the nation’s regulators to wise up and start incorporating culture more fully into their 
thought processes and into their grading process, and perhaps the OCC should change their CAMELS rating 
into a CCAMELS rating—with culture and capital being co-equal in consideration of a bank’s safety and 
soundness. 
 
We admit—not likely to happen any time soon. In the meantime, Mssrs. Turner, Hill, Harton, Williams, 
Bordelon, Stafford, et. al.—enjoy your lunch. 
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