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Managing a Financial Institution in
Unchartered Waters

Maine As anks



Agenda
Industry IssueszRegulatory Trends & Compliance Issues

Economic Forecastz Impact on Maine Community Banks

nterest Rate Forecasy! " AT E6O ! AEI EQU
Rates

ndustry Core Performance

ndustry Risk Profile

Technology z Industry Trends
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Future of Branchesz Examine the Trends

Critical Issuesz Capital/Asset Quality/Liquidity
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Managing a Financial Institution
In Unchartered Waters!

Most serious financial crisis since 1935!

Most serious recession since 197&4!

| owest interest rate environment since
WWII!

Reliable partners in trouble z Fannie,
Freddie and the Boston FHLB.

It has been a crazy year Especially since
September 2008!
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Financial Crisis of 2063009

Good signs in the last three months!
Short-term spreads have closeq interbank rates are normal!

Agency spreads and mortgage back security spreads are back to
normall

Rule changes on OTTI have helped many institutions and the
Boston FHLB.

Lingering problems:

Toxic investments continue to remain on bank balance sheetg

mainly the largest banks, but OTTI could resurface as a problem
If credit rather marketabillity is the underlying issue.

Credit is still tight for small businesses and households!
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~ Regulatory Trends & Compliance

Rearranging the regulatory deck chairsg OTS s
under pressurez Most Maine banks are state
regulated/FDIC examined institution z little
Impact!

Challenges to the dual charter z This Is going
nowhere in my opinion z state charters will remain
Z Congressman Frank is major supporter!

Challenges to mutual charter z This should not
be an issue except with mutual holding companies
If OTS Is eliminated. Fed would be the regulator of
public MHC and change the dividend policy forcing
many to go public.




