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Drinking In The Latest Regulatory Burden Report

 technology regulatory

Summary: A recent survey of community banks and credit unions by Safe

Systems finds 33% of respondents said managing and responding to regulations

has become their greatest IT challenge. We provide other insights.

Recall the old saying that milk helps keep your bones healthy? Recent data shows people must not mind that

much having brittle bones, as consumption of milk has dropped 13% in the past 10Ys. Ag banks know this all

too well, as that downward pressure has also put a burden on dairy farms, leading to a 50% drop in count since

2000. As if that weren't bad enough for dairy farmers, retail milk prices are only $3.23 per gallon, which is a

lower level than where prices stood some 10Ys ago.

Moo-ving on to other areas of banking, today we explore how community bankers are dealing with regulators in

the post-crisis world. Despite the hype around reducing regulatory burden, our conversations with community

bankers often surface complaints about why there are so many audits and exams.

Just how hectic has it become? A recent survey of community banks and credit unions by IT services company

Safe Systems finds 50% of respondents said they were now undergoing 11-20 exams and audits each year. All

told, some 60% said they were being asked to prepare 40 or more items for each regulatory event, while

another 31% said they were preparing 21-40 items.

Meanwhile, 33% of respondents said managing and responding to regulations has become their greatest IT

challenge. Of course, this is at a time of rising cybercrime, with hackers and digital scammers regularly testing

the ability of banks to detect and thwart attacks. That is likely one reason 40% of respondents said compliance

pressures have fueled IT outsourcing decisions.

Sadly, respondents report that all this time and effort spent responding to compliance requirements has had

little impact on effectiveness. About 67% of respondents said their CAMELS scores were unchanged over the

previous exam. However, at the same time, 57% said their exams had become more difficult over the same

period.

This is not the first report to highlight the outsized impact of increased regulation on community banks; more

work remains to be done to truly have a large positive impact.

If significant regulatory easing does indeed take place, it will mean community banks should have to spend

less time and effort on audits and exams. That shift would be interesting to watch, particularly in the areas of

possibly lower M&A, reduced staff turnover and higher profitability.

The regulatory burden is slowly being removed layer by layer, it seems, so community bankers are hopeful at

least. For now, it makes sense to keep your fingers crossed, as you continue to streamline processes to simplify

operations, regardless of what eventually may occur.

For now, community bankers will keep milking the business model cow as it exists within the current regulatory

framework, as they keep an eye on the horizon for greener pastures hopefully ahead for all.
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Community bankers face many difficult challenges every year, but you are not alone. Our experts stand ready

to help you address a variety of issues. Go here to view options and opportunities.
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