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	WILL PEOPLE EVER TRUST BANKS AGAIN?

	 

	By Rene A. Henry 

Banking once was a trusted and respected business.  Even after the multitude of bank failures during the Great Depression of the 1930s and the savings and loan crises of the 1980s and 1990s, bankers were the pillars of their local communities.

What banking and financial institutions need today is a modern-day George Bailey, the role played by Jimmy Stewart in the 1946 movie, "It's a Wonderful Life."  He had the respect and trust of the people of Bedford Falls who voluntarily dug into their own pockets to save Bailey Building and Loan.

 In a way, every American taxpayer is digging into his and her pockets to financially rescue the entire banking and finance industry.  But they are not doing so voluntarily.  Congress rewarded mismanagement and bad behavior by banks and financial institutions by bailing them out with more than a trillion dollars of taxpayer money.  Chances are this wouldn't have happened if Sen. Jefferson Smith had been in Washington.  This was the role Stewart played in the movie "Mr. Smith Goes to Washington."

The public is outraged at being nickel-and-dimed to death with new fees, higher interest rates and a lack of concern by the banks that were bailed out with public funds.  People are angry letting the world know how they feel by placing videos on YouTube and other social media and blogs. Many are calling their local television station consumer advocates and going public with their stories about banks behaving badly.  But is anyone listening?  

In a way, I wonder if too many bank CEOs and executives are living in a Hollywood fantasy world by not dealing with reality.  The bankers know if they turn on the faucet, the money comes freely flowing out of Washington.  But no one is helping the average taxpayer.

Congress needs to read the 2009 Edelman Trust Barometer, a survey by the world's largest independent public relations firm of some 4,475 informed publics.  The report, the firm's 10th trust and credibility survey, says that in no country is trust in a more dismal state than in the U.S., where government, business and media are not trusted to do what is right.  In the U.S., in one year trust in banks among 35-to-64 year olds dropped nearly in half, from 69 percent to only 36 percent.  Trust had already fallen to a low level of 36 percent last year in the United Kingdom, France and Germany.

Lack of regulation and oversight led to the failure of more than 9,000 banks during the 1930s and depositors lost more than $140 billion.  The Tax Reform Act of 1986 eliminated tax shelters for real estate investments and combined with deregulation and the absence of oversight triggered the savings and loan crises in the late 80s and early 90s.  The failure of 745 S&Ls cost the U.S. taxpayer nearly $125 billion.

Greed, lack of regulation and oversight, and stupidity by all responsible led to our current crisis.  In the first nine months of 2009, there have been 95 bank failures costing the American taxpayer more than $102 billion. Since 2007, the cost to the American public has been nearly $500 billion.

Add to this the $700 billion TARP funds Congress gave to purchase trouble residential mortgages, securities and other instruments that exorbitantly paid executives created to make a quick profit and multimillion dollar bonuses.  But banks have hardly made a dent in providing relief to hundreds of thousands of homeowners facing foreclosure and those who are losing their homes every day. 

The banks have changed their rules regarding credit cards charges and increased interest rates and fees.  I wouldn't be surprised if some banks soon start charging customers for making a deposit!  The bankers have acted like Mr. Potter, George Bailey's nemesis in the movie, played by Lionel Barrymore.  

Learning of huge increases in overdraft fees, which netted banks $38 billion last year, the Senate Banking Committee finally held hearings to consider legislation to place stricter controls and oversight on the institutions. JP Morgan Chase initiated changes in its policy and took a leadership position that several others followed to more favorably treat its customers.  But would this have happened voluntarily if Congress had not intervened?  

When Wells Fargo erred on one of my accounts and I couldn't get satisfaction, I wrote John G. Stumpf, president and CEO.  A gobbledygook response came from Mathew Miller in Des Moines, Iowa who claimed to be in Stumpf's office, which is in San Francisco.  I wonder if the two have even met.  

Wells Fargo is the same bank whose Cheronda Guyton, a senior vice president responsible for foreclosed properties, spent weekends and hosted parties in a $12 million beach house in the exclusive Malibu Colony that was once owned by a couple who lost everything to Bernard Madoff.  According to Malibu real estate agents, the bank would not allow the property to be shown to prospective buyers.  Obviously the bank was In no hurry to recoup funds that could be used to repay taxpayer bailout money,

The lack of oversight by the Feds and the "Mickey-Mouse" games they play inside The Beltway is no more obvious than the takeover of Merrill Lynch by the Bank of America.  The true story may never be told, but some believe Ken Lewis, the CEO of Bank of America, was coerced by the Bush Administration into making the deal.  Ironically the acquisition was announced the same day that Lehman Bros. filed for bankruptcy.  One has to question why Bear Stearns, Fannie Mae, Freddie Mac and AIG were bailed out and Lehman was not.  

The egregious sin that Lewis committed was rewarding Merrill Lynch executives with bonuses of $5.8 billion for losing $27.6 billion in 2008!  The SEC, which failed miserably in its regulatory and oversight responsibilities, recommended a $33 million settlement.  U.S. District Judge Jed Rakoff threw out the proposed settlement saying it was a "breach of justice and morality" and rebuked the SEC for not pursuing charges against individual executives.

Two California pension funds, representing the state employees and teachers, own 38.5 million shares of Bank of America and are seeking to lead a class action because Lewis failed to disclose the extent of Merrill Lynch's toxic problems before the takeover.

Public outrage at banks and financial institutions is not isolated in the U.S.  The British are equally outraged.  In a speech at the annual Lord Mayor's City Banquet, Lord Turner, chairman of the Financial Services Authority, Britain's financial watchdog, said banks must restore the public's trust. "Banks need to concentrate on core functions, including providing savings and credit and payment products to individuals, companies or institutions," he said. "One of the biggest challenges for bankers is to regain public trust and to rebuild an understanding that banks and financial markets provide not only socially useful, but vital functions."

The boards of directors, CEO and senior executives of all major financial institutions need to show their publics that they are accountable, responsible and will act as good citizens.  They must stop rewarding incompetency with bonuses.  They need to show appreciation for being able to continue in business thanks to the public money bailout by taxpayers.  And, they need to stop misleading with the spin doctors. However, in our lifetime, they may never rewin the public's trust.

We need more George Baileys running our financial institutions and more Jefferson Smiths in Congress.  The crisis in the financial world today could be a sequel to the film "Men Behaving Badly."

* * *
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