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“The rest of the world is rubbish.” Those words—spoken by Marcus Ashworth, a Bloomberg analyst in London 
on the December 12 broadcast of Bloomberg Surveillance—immediately caught our attention and sent us 
running to write them down. Mr. Ashworth was speaking of conditions in the global credit markets and his 
point was that these markets outside of the U.S. were barely worthy of consideration. While we suspect that he 
may have altered that stance slightly in the wake of Boris Johnson’s seismic victory in the U.K. election, his 
view is still broadly correct. China’s banks are a mess (and there is nothing that a trade deal can do about that), 
the EU remains stuck in its eternal slow-growth rut and regimen of negative rates (in spite of a charismatic new 
head of the ECB), and emerging markets are still barely hanging on. So yes—the American credit markets 
remain pretty much the only game in the global town. 
 
We have spent a large part of our 37-plus year career as a bank analyst criticizing banks, but we now think it is 
time to heap some praise on the industry. Why is it that American banks are the envy of the world, particularly 
in light of the fact that the U.S. is looking at trillion-dollar deficits, a Presidency that reels from crisis to crisis, a 
populace that is angry and bitterly divided politically, and the prospect of a national election that may be the 
nastiest of all time? While an economist would likely answer that the reason for the dominance of the U.S. banks 
and credit markets is the reserve status of the dollar and the de facto status of the Federal Reserve as the world’s 
central bank, we would put forth a simpler explanation.  
 
The American banking system works—from the top down—and credit flows when and where it is needed. 
While the success of this model may be partly a fortunate circumstance of history—Alexander Hamilton and 
his belief in the building of strong centralized banks is clearly the biggest influence—it is equally a circumstance 
of some degree of benign neglect and a system of state laws that allowed small banks to grow up alongside the 
banking giants. And that variety of banks both large and small is, we believe, the key to the enviable success of 
the American financial system. 
 
Yes, community banks got hit hard in the Financial Crisis and their numbers are down in the past decade and 
will likely continue to decline in coming years. But community banks will not disappear—they will simply 
continue to evolve into larger and/or different institutions with the effect of diversifying their geographic reach  
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and tapping into the new technologies that both retail and small business customers demand. In our opinion, 
the MOE model holds the most validity in this segment, given the rather narrower scope of markets and 
operating systems involved, and we believe that a wave of mergers-of-equals is likely to be the next big trend 
in this sector of banking. 
 
The “mega-community” banks—Pinnacle Financial Partners (PNFP), United Community Banks (UCBI), 
South State Corp. (SSB), Ameris Bancorp (ABCB), to name just a few—are the most dynamic and most 
interesting banking companies in America right now, and we hope that these banks become more widely 
known as time goes by. The bulk of the Street’s attention is still claimed by the major banks and by a few larger 
regional banks—like Synovus Financial Corp. (SNV)—and we understand that the trading characteristics of 
smaller banks make it harder for many research firms to justify the economics of coverage. We hope that this 
reality will change over time as these companies grow and their stocks become more readily tradable, because 
this lack of coverage obscures many of the exciting developments and market share changes taking place in the 
mid-levels of the American financial system.  
 
While Jamie Dimon’s bank is an important one and Mr. Dimon’s pronouncements always interesting and 
entertaining to contemplate, what JPMorgan Chase & Co. (JPM) does in China or in Europe scarcely moves 
the needle on American growth. Not so for banks bringing new employees and new products to places like 
Charlotte and Greenville, SC, or many of the other growth markets in the Southeast and the other regions of 
the Sun Belt. And while the former SunTrust is not exactly abandoning its home town of Atlanta in its new 
guise as Truist Financial Corp. (TFC), we are pretty sure nonetheless that the growth community banks are 
already siphoning off both producers and customers there and that these banks will be major beneficiaries as 
well of such large future regional deals. 
 
Would we be praising the American banks without the impact of the regulatory changes that were mandated 
in the wake of the Financial Crisis? We have given that subject a lot of thought, and we have to grudgingly 
admit that some significant and positive changes that have come in the last decade to the banks would have 
been unlikely without the overwhelming influence of the Dodd-Frank legislation passed in 2010. While it would 
have been a given that banks would have raised capital—and likely lots of it—the stress test regimen that has 
so solidified the reputations of American banks (both large and small) would have been unlikely without 
Congressional mandate.  
 
While there are certainly issues that remain contentious—the structure and mission of the CFPB chief among 
them—the American banks have largely incorporated these mandated regulatory and supervisory changes to 
their betterment. The thing that makes us most confident about the future of the banks is the degree to which 
there is great reluctance to get further out on the risk curve on the part of senior managements—a change that 
is noteworthy given comparisons with behaviors in the latter stages of past economic cycles.  
 
We attended a conference recently and had an occasion to speak with Brian Moynihan and Paul Dinofrio, the 
CEO and CFO respectively of Bank of America Corp. (BAC), arguably the major bank most “dinged” in the 
Financial Crisis and one that is now clearly “under-risked” from a balance sheet perspective. When we asked 
these executives whether they were willing to take on more risk to generate stronger earnings growth, the 
answer from both was a resounding “No.” We get that they do not wish to recreate the searing experience of 
2008-2009, and we think that their determination not to do so is widely recreated throughout the ranks of senior 
managers of banks both large and small. 
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We are happy to be leaving this industry at a time of stability, prosperity and widespread respectability, and 
we strongly believe—perhaps for the first time in our career—that the banking industry will not be the cause 
of the next hiccup in the American financial system. That hiccup will likely come in the “shadow banks” and 
the response will be stronger oversight of these companies, a development that will work to the advantage of 
American banks. It’s a beneficent cycle for these companies at last, and the American economy and its 
participants will be the beneficiaries—at least, if the politicians and the next President have the wisdom to not 
mess it up. Hope springs eternal. 
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views of Banks Street or that of its affiliates, and Banks Street has neither directed nor had editorial oversight 
over the content. Material in this report is from sources believed to be reliable, but no attempt has been made to 
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