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Introduction 
On March 17, 2015, the FDIC 
conditionally approved a de 
novo charter for the first time 
in several years. Primary 
Bank, based in Bedford, N.H., 
opened its doors for business 
on July 28, 2015, after raising 
$29 million in capital.

And Primary is not alone. 
There are two additional de 
novo applications awaiting 
action by the FDIC: Grand 
Canyon Bank out of Phoenix 
and Core Commercial Bank 
out of Newport Beach, Calif. 
Clearly there are investor 
groups who see opportunities 
for new community banks. 
Even the FDIC is speaking 
publicly to signal its openness 
to de novo activity. The FDIC’s 
deputy to the chairman for 
communications recently noted 
that the FDIC “welcomes 
proposals for deposit insurance 
and staff are available to 
discuss the application process 
and possible business plans 
with potential applicants.”1 
Former FDIC Chairperson 
Sheila Bair noted earlier this 
year that the FDIC recognizes 
the importance of new 
institutions being formed, but 
simply wants to see very well 
capitalized banks with good 
business plans and managers 
that have diversified lending 
platforms.2

So, is it time for a de novo 
in Wisconsin? The formation 
of a new bank in our state is 
inevitable, but the question 
is whether recent de novo 
entrants will “open the gates” 
for other investor groups across 
the country.

A De Novo Drought 
During the five years 

immediately prior to the start 
of the financial crisis in 2008 
(2003-2007), there were a 
total of 629 de novo banks 
formed in the United States, 
averaging nearly 126 new 

careful planning, disciplined 
lending, and conservative 
approach that are hallmarks of 
our state’s community banking 
industry. It also indicates that 
Wisconsin may be one of the 
more favorable states in the 

country in 
which to esta-
blish a new com-
munity bank. 

Why Start a 
De Novo? 

Besides 
the traditional 
factors that 
have motivated 
bankers and 
investors in 

the past, there are a couple of 
unique reasons why now might 
be one of the best times for a 
group of visionary investors to 
form their own bank.

First, community banks 
are in the midst of a once-
in-a-generation inflection 
point with respect to their 
operations. The branch is being 
de-emphasized as a result of 
new technology, and branches 
and LPOs of the future 
look more like interactive 
work spaces than traditional 
locations. Some new branches 
emulate coffee shops, Apple 
stores, or start-up incubators. 
Morphing a traditional branch 
location into one of these new 
conceptual branches requires 
a major capital investment and 
shift in culture and thinking. 
A de novo would have the 
luxury of creating its own 
culture, location, products 
and services to take advantage 
of new technologies and 
branching trends, which would 
immediately distinguish it from 
existing bank franchises and 
position it for growth.

Second, the next 
Wisconsin de novo bank will 
enjoy tremendous publicity, 
both locally and, perhaps, 
nationally. That publicity 
drives more interest and 

It is well documented that 
de novos formed during the 
years immediately prior to the 
financial crisis constituted a 
disproportionate number of 
the resulting bank failures and 
troubled institutions. 

Is the Environment 
Right in Wisconsin? 

Historically, Wisconsin 
has provided a very favorable 
environment for de novo banks 
relative to other states, with 
13 de novo charters over the 

past 15 years. As of today, 
only one of those banks has 
failed. Furthermore, none of 
Wisconsin’s banks organized 
during the five years prior to 
the financial crisis failed or 
were acquired, compared to the 
national average of 38 percent.

Moreover, Wisconsin 
de novos have traditionally 
attained profitability relatively 
quickly. On average, the 
13 de novos organized in 
Wisconsin since 2000 attained 
profitability within less than 
two years, comparing favorably 
to the national average. 

This is testament to the 

banks each year. That number 
tapered precipitously as the 
financial crisis began in 2008 
and 2009, during which only 
73 and 20 de novos opened for 
business, respectively. Since 
2009, forming a new bank 
has been nearly out of the 
question, with only three new 
charters approved between 
2010 and 2014 (compared to 
15 new credit unions during 
that same period). This de novo 
drought, coupled with ongoing 
M&A activity and failures, 
has accelerated the decline in 
the number of bank charters in 
recent years.

Looking at the fate of 
many of the de novos formed 
during the five years prior to 
2008, one can understand why 
regulators remain hesitant to 
allow new investor groups to 
enter the market. Of the 629 
charters, 238 no longer exist, 
either due to failure (75), M&A 
activity (157) or liquidations 
(5). Although a large portion 
of this decline was due to 
M&A activity rather than 
failure, no doubt many of 
those selling institutions were 
forced into a sale as the result 
of a deteriorating financial 
condition during the crisis. 
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“The future is a foreign 
country; they do things 
differently there.”
– Aurthr C. Clarke,

British science fiction
author, inventor and futurist

“Innovation” isn’t just a 
business-world buzzword; 
it’s an essential element for 
success in today’s multi-
faceted, constantly changing 
banking industry. In order to be 
successful, bank leaders must 
devote time and attention to 
innovation at their institution, 
including identifying the 
components necessary for 
effective innovation. Terry 
Jones, founder of Travelocity 
and Kayak.com, says the two 
most important elements in 
innovation are culture and team. 

Jones is one of the expert 
speakers who will be featured at 
the 2016 WBA Bank Executives 
Conference in February. His 
session, titled “ON Innovation,” 
will deliver simple yet 
powerful ideas that leaders can 
use to create a more innovative 
organization, including 
how to promote a culture of 
experimentation and create 
successful teams. Drawing 
from his experience as founder 
and CEO of Travelocity.com 
and from the 10 other startups 
where he’s worked, Jones’ 
session will guide bankers 
to a new understanding of 
innovation, transforming it 
from an academic exercise 
into a daily practice. The 
stories from his career and 
personal experiences provide 
engaging real world examples 
of how challenging and 
rewarding it can be to rally a 
team and establish a culture 
that encourages change and is 
committed to innovation.

However, establishing that 
culture of experimentation 
is not easy. “Recognize that 
many of the things you try will 
fail,” said Jones. “So, you need 
to have a culture that accepts 

failure. That’s a tough culture 
to create.” This is especially 
true at typically conservative 
businesses like banks, where 
experimenting with customers’ 
money is anathema. Instead, 
Jones says banks can focus 
their innovation efforts on 
how they deliver services and 
connect with their customers. 
No matter what the innovation 
is, leadership from the top of 
the institution is critical for 
its success. “I can’t overstate 
the importance of the tone at 
the top,” Jones said. “Leaders: 
your wake is larger than you 
imagine. You have to prove 
to your staff that you want 
change.” That process may 
involve taking risks, but Jones 
says that’s partly how you 

know it’s working. “Changing 
a culture to be innovative is a 
contact sport,” he quipped.  

In addition to culture, 
forming the right teams 
is essential to successful 
innovation efforts. “Bring in 
people who aren’t like you, 
especially young people,” 
Jones advised. “Hire people 
who will challenge you.” He 
also subscribes to the Amazon 
approach to teams: the two 
pizza team concept. This 
principle states that if it takes 
more than two pizzas to feed 
a team lunch, that team is 
too big to be effective. Bank 
management can look to good 
teams to generate innovative 
ideas. “I believe those ideas 
come from the bottom of the 
organization,” Jones said. He 
also recommended turning to 
customers and data for insight. 
He’ll talk about how to pick the 
right ideas to implement during 
his session at the conference. 

Maybe your bank culture 
already promotes change 
and you’ve formed teams to 
identify and implement those 
changes. Jones’ session will 
help you determine if your 
biggest stumbling block is 
that you think innovation 
means having to change the 

world. “Innovation isn’t rocket 
science,” he said. “It may 
just be changing the way you 
connect with your customers.” 
It’s also important to note that 
innovation at an established, 
structured entity like a financial 
institution looks very different 
from innovation at a startup 
company. “Put your business 
model on a Rubik’s Cube and 
turn it all different ways to 
see how you can recombine 
them or what you don’t need 
anymore,” Jones advised. 
Innovation doesn’t always 
mean creating something new. 

No matter how large or 
small, rural or regional your 
bank is, change will eventually 
impact the way you do business. 
The differentiator between 
successful and struggling 
banks is how they deal with 
that change. Do you use it as 
an opportunity to grow and 
flourish? As Jones succinctly 
put it: “Change is inevitable, 
but growth is optional.”

Don’t miss Jones’ session 
at the upcoming WBA Bank 
Executives Conference in 
Madison. Find out more about 
the conference and register 
at www.wisbank.com/BEC. 
Also look for his book, ON 
Innovation, on Amazon. 
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opportunities from investors, 
talent and prospective 
customers. Primary Bank 
exemplified this phenomenon. 
Due in part to all the attention 
it received, it exceeded its 
capital raising expectations 
and received national media 
attention. With the right people 
and message, a Wisconsin 
de novo could gain a similar 
strategic advantage. 

What Will it Take? 
The Wisconsin Department 

of Financial Institutions 

has not publicly addressed 
how it would handle a de novo 
bank application. However, 
in September the FDIC 
held a joint training session 
with state bank regulators 
across the country to ensure 
such regulators are on the 
same page when it comes 
to de novo applications. 
It is safe to assume a 
more rigorous application 
process, including the need 
for more start-up capital 
and a superior management 
team. However, regulatory 
agencies appear to be 
preparing themselves to 
approve worthy applicants.

Conclusion 
It is not a question of 

whether there will be another 
de novo bank in Wisconsin, but 
when. Despite the challenges 
of running a community bank, 
a unique opportunity to start a 
new bank in Wisconsin awaits 
the right investor group.  

Murphy and Wilder are attorneys 
with Godfrey & Kahn, S.C. law 
firm, a WBA Associate Member.

1 “Are DeNovo Banks Finally on  
the Horizon,” American Banker, 
Oct. 28, 2015.

2 “Former FDIC chairman Bair sees 
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