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Vacancy, absorption, asking rates & more by local 
sub-markets: 
Office Market  --  Industrial Market -- Retail Market -- Related Links 

 

THE FEDERAL RESERVE & THE MICHIGAN MARKET! 
                                                        
 

On June 3, I was one of about 100 people who attended the Federal Reserve System Series titled “Addressing the 
financing Needs of Michigan’s Small Businesses” hosted by the Federal Reserve Bank of Chicago, Detroit Branch. 
As I listened to speaker after speaker, I realized that there should have been 1,000 people in the room given the 
importance of the topic and the depth in which it was being discussed. At the end of the presentations, Chief Ben 
Bernanke spoke briefly and spent most of his time listening.  The following is my interpretation of a summary of 
what some of the speakers addressed. 

 
Ray Bacon, VP, Supervision and Regulation, Federal Reserve Bank of Chicago – Of the 128 banks in 
Michigan, 1 of every 3 is in trouble.  According to a survey by the National Federation of Independent Businesses, 
30% reported that their financial needs are met but #1 problem is decline in sales.  A new policy statement on 
lending is that collateral should not be main concern, lenders should look at capacity of borrower to pay back.  
Recommended that borrowers should seek help before they get in financial trouble. 

 
Terrence McHugh, CEO, Commercial Alliance – There are 335 credit unions in Michigan.  Most loans are SBA 
504.  Do not have legacy costs of banks.  Starting to venture in business loans.  Real problem is that money is 
available but need credit worthy borrowers.  Word is starting to get out that credit unions are lending.  Experienced 
an 18% increase in lending from previous year.  Need relief from regulators by raising the 12.25% cap on credit 
unions which will allow them to increase lending and better meet customer needs. 

 
Kevin Watters, CEO, Business Banking, JP Morgan Chase – Role of banker is going back to  basics.  Becoming 
a financial advisor, introducing clients to potential customers and developing plan on how best to help the customer 
in diversifying their income stream.  In their survey, 35% reported that sales were down and only 4% sighted 
lending as a major problem.  They are #1 ARC loan provider.   

 
Karl Bell, Senior Vice President, Detroit Investment Fund – Historically was privately funded and covered gap 
financing.  Outlined several funds including Lower Woodward Housing Fund (Book Cadillac), Urban Retail Loan 
Fund (for housing areas that lack retail services), First Step Fund (does not have geographic restrictions), Pre-
Development Fund (covers start up costs, due diligence and land acquisitions), and New Market Tax Credits (for 
low to moderate housing). 

 
Ben Bernanke, Chairman, Board of Governors Federal Reserve System – Credit worthy borrowers should get 
loans without unrealistic restrictions.  Working with lenders to facilitate lending; for example, assisting in eliminating 
artificial barriers and red lining of distressed industries.  Encouraged alternative funding.  Reliance on collateral 
should not be mechanical.  Should analyze loans based on performance.  Supports second look when loans are 
denied. 

 
Interagency statement on Meeting the Credit Needs of Creditworthy Small Business Borrowers -- Issued by 
FDIC, the Office of the Comptroller of the Currency, the Board of Governors of the Federal Reserve System, the 
Office of Thrift Supervision, and the National Credit Union Administration the statement is excellent reading on the 
official position of these agencies as it pertains to lending.  The entire statement can be found at 
http://www.federalreserve.gov/newsevents/press/bcreg/20081112a.htm.   

 
An institution should understand the long-term viability of the borrower’s business, and focus on 
the strength of a borrower’s business plan, including its plan for the use and repayment of 
borrowed funds.  The institution should have an understanding of the competition and local 
market conditions affecting the borrower’s business and should not base lending on decisions 
solely on national market trends when local conditions may be more favorable.  Further, while 
the regulators expect institutions to effectively monitor and manage credit concentrations, 
institutions should not automatically refuse credit to sound borrowers because of a borrower’s 
particular industry or geographic location.  To the maximum extent possible, loan decisions 
should be made based on the creditworthiness of the individual borrower, consistent with 
prudent management of credit concentrations. 
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