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Welcome to TThhee  CCoorrrreessppoonnddeenntt,
Marshall BankFirst’s corporate
newsletter providing you with
the latest happenings in and
around Marshall BankFirst
Corp. and its affiliates. I am
very excited to introduce you

to this newsletter as I know the information we
provide will be both informative and education-
al to you and your colleagues. 

Marshall BankFirst recently closed its books  on
one of its most successful years ever — by any
measure. We are very proud of our accomplish-
ments and are thankful to our business clients
who have put their trust in us.

We are very excited about the prospects for 2007.
This year will undoubtedly bring tremendous
opportunities for business as well as new chal-
lenges. Some of these challenges are already
evident, including a highly dynamic real estate
market and new regulatory guidelines for
lenders nationwide. At Marshall BankFirst, we
are keeping our focus on these and other issues
facing our industry today.

As a significant lender in Commercial Real
Estate (CRE), we are well aware of the latest CRE
lending guidelines presented by the Federal
Reserve Board. While there is no question these
guidelines will have some impact on CRE
lending this year and beyond, we are confident
they will ultimately make lending programs more
successful for community banks nationwide.
Jim Clifford, Executive Vice President and Chief
Credit Officer of BankFirst, recently provided
his insight on how these guidelines will have an
impact on lending. To learn more, please read
“How Community Banks Can Survive the New
CRE Lending Guidelines.”

In addition to the new CRE lending guidelines,
we have been paying particular attention to the
regional and local markets in which we lend.
While the current state of nationwide lending
markets is continually fluctuating, we have seen
a significant shift in the real estate market of
southeast Florida. A recent market analysis has
been completed by Eric Daly, Vice President of
Credit/Appraisal Review at BankFirst, providing
his insight into the financial outlook of this
lending market. 

Along with these market fluctuations and
significant lending regulations, many of our
current clients are aware of the recent account-
ing conversion we have undergone at Marshall
BankFirst. We are happy to report that we are at
the end of our transition process. We are confident
this new accounting platform will produce posi-
tive results and make the loan servicing process
even more streamlined than before. To share a
bit more insight on the accounting conversion
as well as introduce some modifications that
will help participants in the future, please read
our loan operations update provided by Tom
Grady, Executive Vice President of Marketing
and Distribution.

We hope you enjoy this inaugural issue of TThhee
CCoorrrreessppoonnddeenntt.We look forward to continuing
our relationship with our clients and know that
2007 will be an interesting and exciting year for
all of us.

Scott H. Anderson

President and Chief Operating Officer
Marshall BankFirst Corp.
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38% — Land

16% — Hospitality/Entertainment

15% — Commercial Real Estate

9% — Residential Development & Sale

7% — Tribal/Non Tribal Gaming

6% — Energy

4% — Health Care

3% — Rental Housing

2% — Commercial & Industrial
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2004
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> Average Transaction Size:  $14.7 million

> Transaction Locations  (states shown in blue)

> Number of Closed Deals

> 2006 Originated Loans

COMMERCIAL LENDING:
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> Current Outstanding Balance              $2.258 billion

> Total Portfolio Commitment Amount  $3.307 billion

> Active Participants                                764

> Active Participations                         3,525

> Average Loan Term                               26 months

> Average Effective Yield                         8.65%

> New Bank Clients

INSTITUTIONAL SALES:

LOAN PORTFOLIO (though 12/31/06):

> Number of Financed Units              1,470

> Average Loan Size                         $220,000

> Dollar Amount of Originated Loans    $314 million

RESIDENTIAL MORTGAGE:

> Number of Active Accounts              2,510,144

> Current Spend Volume                         $1,718,812,955

> Outstanding Balance                            $389,488,750

STORED VALUE SOLUTIONS:

2004 2005 2006

130

140

156

MMaarrsshhaallll  BBaannkkFFiirrsstt  TTrraannssaaccttiioonn  SSuummmmaarryy

In 2006, through its subsidiary BankFirst, Marshall BankFirst originated and closed more
than $1.6 billion in transactions nationwide in the arenas of Commercial Real Estate,
Commercial and Industrial Financing, Native American Gaming Finance, Senior Housing
Finance and Alternative Energy Finance. 

To see a sample of our 2006 transactions click here.

To learn more about our current loan offerings, please visit www.loanparts.com.

LLOOAANN  PPOORRTTFFOOLLIIOO  ((tthhrroouugghh  1122//3311//0066))::

>>  CCuurrrreenntt  OOuuttssttaannddiinngg  BBaallaannccee $$22..225588  bbiilllliioonn

>>  TToottaall  PPoorrttffoolliioo  CCoommmmiittmmeenntt  AAmmoouunntt  $$33..330077  bbiilllliioonn

http://www.marshallbankfirst.com/docs/2006Transactions.pdf
www.loanparts.com
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Throughout 2006, Marshall BankFirst reported
continued success in developing one of the
nations’ largest and most diverse commercial
lending operations through its subsidiary,
BankFirst.

Recently, Marshall BankFirst was recognized for
its continued accomplishments by the
MMiinnnneeaappoolliiss//SStt..  PPaauull  BBuussiinneessss  JJoouurrnnaall. Every
year, the MMiinnnneeaappoolliiss//SStt..  PPaauull  BBuussiinneessss  JJoouurrnnaall
creates the “Book of Lists,” an annual publica-
tion containing categorized lists of exceptional
companies in and around the Minneapolis/St.
Paul area. Lists compiled within this publication
are categorized by industry and contain companies
known as the “Who’s Who” of businesses.

Marshall BankFirst was recently ranked #2 on
the Top 25 Commercial Mortgage Companies
List within the Book of Lists publication. 

This list consisted of top commercial mortgage
companies within the Minneapolis/St. Paul area
and results of the list were based on the dollar
volume of loans closed nationwide in 2005.
(Click here to see the Top 25 Commercial
Mortgage Companies list.)

In addition to being ranked within the
MMiinnnneeaappoolliiss//SStt..  PPaauull  BBuussiinneessss  JJoouurrnnaallss Book of
Lists, Marshall BankFirst was also ranked #16 on
the 2006 Top 25 Direct Lenders list within
MMiiddwweesstt  RReeaall  EEssttaattee  NNeewwss’“Best of the Best”
publication. The “Best of the Best” publication is
composed annually and the Top Direct Lenders
List was based on the total dollar amount of
projects financed throughout the Midwest in
2005.

N E W  FA C E S  AT  M A R S H A L L  B A N K F I R S T  C O R P.
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SSccootttt  FFjjeellllmmaann
CChhiieeff  FFiinnaanncciiaall  OOffffiicceerr    ||    MMaarrsshhaallll  BBaannkkFFiirrsstt  CCoorrpp..    ||    BBaannkkFFiirrsstt
ssccootttt..ffjjeellllmmaann@@mmaarrsshhaallllbbaannkkffiirrsstt..ccoomm

Marshall BankFirst Corp. recently appointed Scott Fjellman as Chief Financial Officer. As Chief
Financial Officer, Fjellman is responsible for managing corporate performance, accounting, financial
administration and banking operations.

Prior to his position at Marshall BankFirst, Fjellman served as Senior Vice President and Treasurer of Metris
Companies, Inc. where he was responsible for all treasury functions, including cash management, corporate funding,
structured finance initiatives, insurance and investor relation functions.

TTiimm  RRiinngg
SSeenniioorr  VViiccee  PPrreessiiddeenntt,,  LLooaann  CClloossiinngg  &&  CCoorrppoorraattee  CCoouunnsseell
ttiimm..rriinngg@@mmaarrsshhaallllbbaannkkffiirrsstt..ccoomm

Tim Ring is Senior Vice President in the Loan Closing division of BankFirst. He is responsible for
overseeing the organization’s loan documentation creation and providing legal guidance regarding
issues pertaining to loan structure, documentation and general legal advice.

Prior to his position with Marshall BankFirst Corp., Ring worked as Associate Counsel of the Institutional Channel of
GMAC Financial Services where he was responsible for negotiating and documenting mortgage loan purchase
agreements and warehouse lending facilities for billion/hundred million dollar facilities.

MMiicchhaaeell  HHaayyeess
VViiccee  PPrreessiiddeenntt,,  LLooaann  CClloossiinngg    ||    BBaannkkFFiirrsstt
mmiicchhaaeell..hhaayyeess@@mmaarrsshhaallllbbaannkkffiirrsstt..ccoomm

Marshall BankFirst recently appointed Michael Hayes as Vice President of Loan Closing. As Vice
President, Hayes is responsible for all areas related to the organization’s special asset transactions.

Hayes comes to Marshall BankFirst Corp. with more than 17 years of legal experience, most recently
working as Attorney and Vice President of Special Credits with JP Morgan Chase Bank, N.A. At Chase, he was respon-
sible for advising workout officers on legal issues related to secured transactions, bankruptcy, litigation and lender lia-
bility as well as negotiating and restructuring loans with customers and their representatives.

Prior to his work at JP Morgan Chase Bank, Hayes worked as an Associate Attorney for Schwartz, Cooper,
Greenberger and Krauss where he conducted legal research, drafted memoranda and prepared motions and briefs for
bankruptcy cases representing both secured parties and debtors in bankruptcy and state court proceedings.

http://www.marshallbankfirst.com/docs/BookofLists.pdf
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TToomm  GGrraaddyy,,  EExxeeccuuttiivvee  VViiccee
PPrreessiiddeenntt  aanndd  DDiirreeccttoorr  ooff
MMaarrkkeettiinngg  aanndd  DDiissttrriibbuuttiioonn

As many of our clients know,
we recently converted our
loan operations platform. We
experienced some unexpected

issues concerning our conversion which, unfor-
tunately, impacted our ability to process
construction draws and distribute loan pay-
ments in a timely manner. First and foremost,
we want all of our clients to know how much we
appreciate your patience during this time. We
sincerely regret any inconvenience this issue
has caused you or your institution. 

I am pleased to report that a vast majority of
our issues have been completely resolved. We
have seen a significant decrease in questions
coming from our participants regarding
payments and we are eager to get on with the
business of lending.

To that end, we recently communicated a few
changes that will help our bank participants.
They include:

>> AAmmeennddeedd  DDrraaww  RReeqquueesstt  PPrroocceessss:: Effective
immediately, if you are in a construction
loan you will receive two separate draw
requests — a request for hard and/or soft
costs and a request for interest. In the past,
the longer timeline for this verification
caused a delay in sending the interest pay-
ment to you. The new process will ensure that
the monthly interest payments are made in
a timely manner and allow for the additional
time we may need to complete the detailed
work on hard and soft cost verification.  

>> UUnnffuunnddeedd  AAddvvaannccee  AAddjjuussttmmeennttss:: In the near
future, you will notice a change in the trans-
action description found on Loan-Link as it
relates to draws funded after the requested
funding date. Moving forward, if the request-
ed funds are not remitted by 2:00 pm CST
and we elect to advance funds on your behalf,
the transaction will appear on Loan-Link as
an “Unfunded Advance”. When the funds
are remitted as requested, an interest
adjustment will be applied for the late remit-
tance of funds. The interest  adjustment will
be calculated at the rate in effect on the cred-
it agreement for the number of days between
the unfunded advance and the date funds are
received by us.

>> PPaayyooffffss  aanndd  PPrriinncciippaall  RReedduuccttiioonnss:: The
method of payment of unscheduled principal
reductions and loan payoffs may differ from
what you have experienced in the past. Funds
collected from a Borrower on your behalf
will generally be paid to you via ACH. This
applies to regularly scheduled payments on
a loan as well as unscheduled principal
reductions and loan payoffs.  

>> AAccccoouunntt  VVeerriiffiiccaattiioonnss:: We are currently in
the process of updating our records for all of
our bank participants. To ensure that we
have the most up-to-date information
regarding your ACH and wire instructions, a
member of our organization will be in con-
tact with your institution.  

If you have any further questions regarding
these changes, please contact your
Marshall BankFirst Sales Representative at
1.800.328.6122.

5

Tom Grady is Executive Vice President and Director of Marketing and Distribution for Marshall BankFirst Corp.       He
is responsible for the firm's loan distribution, marketing strategy, branding, client relations, advertising and     public
relations. tom.grady@marshallbankfirst.com

Sean Sjodin (left), Assistant Vice President of Marshall BankFirst’s
Commercial Real Estate division, and Bill Snyders (right), Senior
Vice President of Marshall BankFirst’s Commercial Real Estate division
were among several employees sharing in the success of the MBA-
CREF convention recently held in San Diego, California. This conven-
tion is one of the most attended conferences nationwide and is hosted for commercial and
multifamily real estate finance professionals who possess a working knowledge of the real
estate and mortgage industries. At the convention, Marshall BankFirst unveiled their new
booth, which showcased their expertise in nationwide commercial lending as well as some of
the diverse transactions financed throughout 2006.
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The new published
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bank’s standpoint, made

the new requirements

more palatable.  
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JJiimm  CClliiffffoorrdd,,  EExxeeccuuttiivvee  VViiccee
PPrreessiiddeenntt  aanndd  CChhiieeff  CCrreeddiitt
OOffffiicceerr

Federal regulators recently
published new guidelines for
lenders with significant con-
centrations in Commercial

Real Estate (CRE). Banking regulators first
drafted the proposed CRE lending guidelines
in January 2006, resulting in more than
4,000 comments from community banks, state
organizations and trade groups. Clearly, CRE
lending is a hot topic for community bankers
and they let their feelings be known to the
regulatory agencies as to how they felt about
the proposed guidelines. The new published
guidelines made several amendments from the
initial proposal which, from a community bank’s
standpoint, made the new requirements more
palatable.  

Strong feelings exist on both sides of the aisle.
Federal agencies are hoping to avoid a significant
banking crisis like the S&L debacle of the late
1980s. Community banks believe CRE lending is
the only way to compete against the bigger
regional and super-regional banks that can
afford to cut pricing and fees to win business.
With so much at stake, a closer review of the
guidelines is warranted.

Recently, The Federal Reserve Bank of San
Francisco (FRBSF) published an Economic
Letter examining the rise in CRE lending
concentration at commercial banks and the
recent performance of CRE loans. The FRBSF’s
analysis shows that “while concentration in CRE
lending has increased substantially at many
banks, for those banks with CRE concentrations,
the subsequent performance of their CRE loan
portfolio, as well as their overall loan portfolios,
has not been notably different from other
banks.” And that, “on balance what has been a
relatively benign economic environment, banks
focusing on CRE lending have been as effective
as other banks in managing their lending risks.” 

To read this article, please visit the FRBSF web-
site at http://www.frbsf.org/publications/eco-
nomics/letter/2007/el2007-01.html.

In my opinion, it is important for community
bankers to understand that the new guidelines
will not dramatically change the landscape of
CRE lending. I believe the guidelines were not
established to restrict CRE lending activity in
any way. To the contrary, the guidelines are a
testament to the viability of CRE lending —
primarily for the last 10 years. The competition
for good, quality assets will continue and in the
end, the best lenders will still win. Moreover,
many community banks are already adhering to
the new guidelines. Although they do not estab-
lish specific limits on CRE lending, the new
guidelines do establish certain areas that will
require additional regulator examination based
on CRE portfolio size and growth. These specific
requirements are summarized into the follow-
ing eight areas.

11..  BBooaarrdd  aanndd  MMaannaaggeemmeenntt  OOvveerrssiigghhtt
The new guidelines remind covered institutions
that their Board of Directors has the ultimate
responsibility for the level of risk assumed by
the institution.  Institutions with high levels of
CRE exposure should address the rationale for
their CRE exposure levels in relation to their
overall growth objectives in their strategic
plans. Boards should establish written policy
guidelines which incorporate overall CRE
exposure limits and provide oversight of the
procedures and controls management has in
place to adhere to the institution’s policies and
strategies. In addition, Boards should review
and approve CRE risk exposure limits and
appropriate sub-limits to conform to the
institution’s strategy changes.  

22..  PPoorrttffoolliioo  MMaannaaggeemmeenntt  aanndd  CCRREE
CCoonncceennttrraattiioonn  AAsssseessssmmeennttss
Institutions are expected to perform periodic
risk assessments to identify CRE concentrations.
This means that portfolios need to be stratified
to identify segments “that have common risk
characteristics or sensitivities to economic,
financial or business developments.”
Institutions are encouraged under the new
guidelines to assess their own concentration
limits based on risk characteristics, the quality
of risk management processes and capital levels.
They are further instructed to establish

(continued)

http://www.frbsf.org/publications/economics/letter/2007/el2007-01.html
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internal concentration limits and report these
concentrations to management and their Board
of Directors on a periodic basis.

33..  MMaannaaggeemmeenntt  IInnffoorrmmaattiioonn  SSyysstteemmss
The new guidelines emphasize the need for
strong management information systems to
effectively manage an institution’s portfolio.
There is an acknowledgement that the “sophis-
tication of MIS will necessarily vary with the
size and complexity of the CRE portfolio, and
the level and nature of concentration risk.” MIS
systems should be adequate to identify strata
within an institution’s loan portfolio and be able
to identify and aggregate trends in the portfolio’s
risk including risk rating migrations.

44..  MMaarrkkeett  AAnnaallyyssiiss
Banks which are subject to the published guid-
ance will need to demonstrate a clear under-
standing of the market dynamics of the areas in
which they make CRE loans. This must include a
thorough review of the current conditions in
the areas in which they concentrate their real
estate lending. They will also be expected to
make policy and/or underwriting guideline
adjustments based on their market assessment
results and conclusions.

55..  CCrreeddiitt  UUnnddeerrwwrriittiinngg  SSttaannddaarrddss
The new guidance emphasizes that institutions
with CRE concentrations should have “clear and
measurable underwriting standards” that take
into consideration both internal and external
factors such as market position, historical
experience, staff capabilities and technology
resources. CRE lending policies need to address
the following standards:

• Maximum loan amount by type of           
property

• Loan terms

• Pricing structures

• Collateral valuation

• LTV limits by property type

• Requirements for feasibility studies and 
sensitivity analysis/stress testing

• Minimum requirements for initial        
investment and maintenance of hard    
equity by the borrower

• Minimum standards for borrower net 
worth, property cash flow and debt        
service coverage

In addition, institutions’ lending policies should
permit exceptions to underwriting standards
only on a limited basis. When exceptions are
permitted, the exception should be clearly
documented. Rationale for the exception should
be clearly stated and reported regularly in
aggregate to their Board of Directors (“detail-
ing the number, nature, justifications and
trends for exceptions”). Loans in excess of
supervisory LTV limits should be monitored and
findings should be reported to their Board at
least quarterly. Institutions will also be required
to have appropriate controls in place to ensure
that the minimum borrower equity amounts are
maintained throughout the term of the loan and
procedures are in place governing loan
disbursements during construction.

66..  PPoorrttffoolliioo  SSttrreessss  TTeessttiinngg  aanndd
SSeennssiittiivviittyy  AAnnaallyyssiiss
Banks with high concentrations of CRE are
expected to perform sensitivity analyses on
their loan portfolios to expose segments of the
portfolio that may be particularly exposed to
market risk, general economic risk or loan
purpose risk. This means banks will be expected
to utilize the segmentation analysis outlined
above to perform portfolio shock testing on
specific segments of their portfolio to gauge
the economic risk to the bank. This includes
performing rate shocks to various segments of
their portfolio as well as increasing the likelihood
of loss to various segments of their portfolio to
measure the potential impact to both earnings
and capital at risk. The final guidance was
specifically revised after a large number of
commenters cited the potential costs of
installing complex econometric modeling into
their banks. The final guidelines clearly delegate
the responsibility for the extent of this modeling
to bank management and Boards of Directors
to establish “appropriate” tools for their
institutions.

77..  CCrreeddiitt  RRiisskk  RReevviieeww  FFuunnccttiioonn
The new guidance emphasizes the need for
a “strong credit risk review function” to self-
assess emerging risk. A sound, accurate and
timely risk-rating system provides the
foundation for this review function to assess
credit quality and identify problem loans.
Risk ratings should be reviewed regularly for
appropriateness.

Industry Perspect ives>>>  

(continued)
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88..  AAsssseessssmmeenntt  ooff  CCaappiittaall  AAddeeqquuaaccyy
The wording in this section of the new guide-
lines has been significantly changed from the
original language which had a draconian tone
towards the need for significantly higher levels
of capital for institutions with large amounts of
CRE exposure. The new language reminds
institutions with CRE concentrations that “their
capital levels be commensurate with the risk
profile of their CRE portfolios.” The agencies
will consider a wide range of factors in assessing
the adequacy of an institution’s capital includ-
ing “inherent risk in the CRE portfolio as well as
management expertise, historical performance,
underwriting standards, risk management
practices, market conditions and any loan loss
reserves allocated for CRE concentration risk.”

In summary, community banks should not
cower in fear over the new guidelines. Yes, they
place new requirements on how we conduct
ourselves in our lending markets.  Still, the best
banks will continue to thrive as they will demon-
strate that they have reasonable levels of
expertise in CRE lending with proven knowledge
in the markets in which they are most preva-
lent. The new guidelines are an excellent oppor-
tunity to remind the banking community that
strong risk management practices, shrewd
underwriting standards and adequate levels of
capital are essential elements of a successful
lending program, chiefly for lenders with a
substantial CRE lending focus. n

Industry Perspect ives>>>  

Jim Clifford is Executive Vice President and Chief Credit Officer of Marshall BankFirst Corp. and BankFirst.
He is responsible for managing the bank's Credit and Risk Management groups. jim.clifford@marshallbankfirst.com

LO A N - L I N K  P R O V I D E S  C L I E N TS  W I T H  A D VA N C E D  L O A N
S E R V I C I N G  C A PA B I L I T I E S
At Marshall BankFirst our clients always come first — no exceptions. We are continuously work-
ing on ways to provide limitless access to programs and services that help our clients complete
processes they could not otherwise finalize on their own.

Marshall BankFirst recently made significant enhancements to Loan-Link, our secure, online
loan servicing platform that provides our bank clients with up-to-date information and docu-
mentation related to their specific participant loans. 

In addition to providing updated information on participation amounts, current balances and
total earnings, the recent Loan-Link enhancements made the following items available to all
loan participants:

> Loan-specific rate change history;

> Capabilities of exporting Loan-Link data into Microsoft Excel;

> Current loan balance information; and

> Additional loan data fields providing supplemental information including 
maturity date, current interest rate, next payment due date as well as          
principal and interest paid year-to-date.

By adding these enhancements to the already existing components of Loan-Link, our partici-
pants have access to every available document related to their loans. 

Along with providing superior loan servicing capabilities, Loan-Link utilizes the most efficient
technology available enabling participants to enhance their productivity and time management.

If you would like more information regarding these recent Loan-Link enhancements or have
any additional comments or suggestions for future enhancements, please contact Marshall
BankFirst’s Portfolio Management Team at 1.866.373.MBFC (6232).
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EErriicc  DDaallyy,,  VViiccee  PPrreessiiddeenntt,,
CCrreeddiitt//AApppprraaiissaall  RReevviieeww    ||
BBaannkkFFiirrsstt

In response to the rapidly
changing and dynamic real
estate market we find
ourselves in, BankFirst has

initiated a market research project. The pur-
pose of this project is to better understand the
markets in which we do           business as well
as to identify potential new markets. BankFirst
will collect and analyze  market data and rely
upon local and national data services including
Moody’s, MetroStudy and CoStar. In addition,
we take advantage of our extensive contacts in
these markets including brokers, appraisers,
bankers, developers and investors. 

Based upon these types of research and
the knowledge of our employees, we make
conclusions regarding current market
conditions and projections about the future of
each market. By updating and maintaining our
research and analysis we keep our finger on the
pulse of the local markets where we do business
and find new markets in which to expand our
portfolio.

In an effort to get a better understanding of
marketing dynamics, BankFirst has made the
decision to share this data and analysis with our
clients. Our first market analysis covers the
southeast Florida market, including Miami, Ft.
Lauderdale and Miami Beach. Future studies
may include Arizona, southern and northern
California, Texas, greater Florida and any other
markets on an as-needed basis.

MMooooddyy’’ss  AAnnaallyyssiiss  

MMIIAAMMII
The ongoing housing correction has acted as a
drag on construction, causing construction
employment to stagnate since the beginning of
2006. The impact of falling house prices on the
real economy is, however, not as severe as one
might think. Remarkably, the financial industry
remains one of the few unquestionable positives
for the Miami economy. 

HHoouussiinngg  
Thus far, Miami’s housing market has held up

better than the markets in the rest of south
Florida. The downdraft currently seen in
Miami’s housing market is, in part, the result of
a spillover from neighboring markets rather
than due to factors specific to the Miami metro
division. 

According to data from the Florida Association
of Realtors, the median price for existing single-
family homes fell by 2.3% in October compared
to the previous month. Prices are now approxi-
mately 7% lower than at their peak in March;
most of the price decline has taken place in the
last three months. Sales activity dropped by
nearly 30% from September to October,
pushing them right back to the low levels seen
last winter, i.e., about half of the record levels
seen in the summer of 2005. 

It will likely take longer for the housing correction
to work itself out in Miami than in other Florida
metro areas, as the metro division’s economic
and demographic fundamentals are weaker
than the rest of the state. 

TToouurriissmm
Since most of Florida’s visitors are domestic
visitors, the likely impact is that travel and
tourism will continue to show lackluster growth
going into 2007, as the increase in the number
of international visitors will be too small to
make up for the slowdown in domestic tourism. 

CCoonncclluussiioonn
Miami’s near-term outlook is for a continued
moderation of growth, due to further job losses
in construction and housing-related industries.
The poor demographics will also hamper the
long-term growth prospects of the metro
division. Growth will, nonetheless, exceed or
match the U.S. pace throughout the forecast
horizon. 

WWEESSTT  PPAALLMM  BBEEAACCHH
West Palm Beach’s economy has slowed down
from its ferocious expansion in 2005 but still
displays very robust growth. Job growth is
more than twice as high as the U.S. average.
That said, West Palm Beach has been hit harder
by the housing market decline than the rest of
south Florida and construction employment is

(continued)
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now beginning to give way. This is likely the
start of a coming spate of losses in construction
employment. In September, the unemployment
rate was unchanged at 3.4%, which is slightly
higher than the average for the earlier months
in 2006, but not high enough to establish an
upward trend. The near-term future of
construction is bleak due to the depressed state
of the housing market. On the other hand,
professional/business services will expand at a
robust pace into 2007. The industry now carries
almost twice the weight of the leisure/hospitality
industry, and this shift away from a tourism-
based economy to an economy driven by
professional services and technology will continue
over the foreseeable future. 

HHoouussiinngg
West Palm Beach has been hit harder by the
housing bust than its neighboring south Florida
metro divisions. According to data from the
Florida Association of Realtors, the median
sales price for existing single-family homes
dropped by nearly 10% over the three months
ended September, to a level more than 12%
below the peak in late 2005. That the median
price stayed unchanged from September to
October was good news, possibly heralding
improved price stability. Also pointing in that
direction is an increase in transaction volumes
of 9%. Against the backdrop of stable sales
over several preceding months, this suggests
that the worst may be over as far as market
activity goes. However, given the typical lag
between sales and prices, further price declines
are to be expected in the months ahead. 

Anecdotal evidence indicates that foreclosures
have gone up more in West Palm Beach than
elsewhere. Some of this could be the result of
speculative buying if investors have been
unable to sell or sold at a loss. 

CCoonncclluussiioonn
Despite the weakness in the housing market,
West Palm Beach will remain an above-average
performer over the forecast horizon. A thriving
financial industry and professional/business
services provide the backbone of the metro
division’s service expansion, with education/
health services and leisure/hospitality providing
further reinforcement. The metro area’s
economic and demographic fundamentals are
very strong and this strength will outweigh the

downdraft from the housing sector both in the
short and in the longer run. 

FFTT..  LLAAUUDDEERRDDAALLEE
Housing has been occupying center stage for
some time, even more so in Florida than in the
nation at large. It is somewhat surprising, there-
fore, to find that the stagnation in the Ft.
Lauderdale economy does not appear to be
closely tied to the deterioration in its housing
market. Construction employment peaked in
September and declined only marginally in
October. The financial industry also shows
surprising resiliency considering the conditions
in the housing markets. 

The stagnation in Ft. Lauderdale’s overall
employment is instead attributable to the
removal of traditional support pillars for job
growth, education/health and professional/
business services industries that are faltering.
We expect this stagnation to be temporary, with
growth resuming early in 2007. 

HHoouussiinngg
Ft. Lauderdale’s housing market has deteriorated
significantly over the past several months.
According to data from the Florida Association
of Realtors, sales of existing single-family
homes took another hit in October, dropping by
20% compared to the previous month. Sales
activity is now only half of what it was in the
spring and summer of 2005. The drop in market
activity has impacted prices as well. The median
price for an existing single-family home
dropped by 5.6% between September and
October, and is now 8.1% below the peak
reached in July. The price drop will likely contin-
ue for another few months before the metro
division’s strong fundamentals gain the upper
hand in stabilizing the market. 

CCoonncclluussiioonn
A downturn in Ft. Lauderdale’s housing market
should hit the economy directly through
reduced construction and indirectly through a
negative wealth effect on consumer spending.
Ft. Lauderdale’s economic and demographic
fundamentals all point in one direction—toward
resumed growth in 2007 and a robust long-
term growth trend. 

BBaannkkFFiirrsstt  AAnnaallyyssiiss
In a September Market Update Conference,

(continued)
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data service provider MetroStudy stated that
while the market is “correcting” in south
Florida the two key components to the slow-
down have been the fall-out of speculators and
affordability, the latter especially in West Palm
Beach. MetroStudy stated that projects with
more affordable housing continued to do well. 

The number of multifamily permits issued in
Miami was down by 25% in 2006 compared to
2005 and existing home prices rose slightly. In
West Palm Beach, multifamily housing permits
were down slightly for the same time period, as
was the average existing home price. These
figures support the fact that while there is
indeed a “slowdown” or “market correction”
taking place in the south Florida market,
compared to the national averages it is minor
and is indeed a “correction” and not a “crash”. 

On December 27, the Commerce Department
reported on a national level that sales of new
houses rose 3.4 percent over the prior month,
while builders’ unsold inventories dropped to
their lowest level since last February. All of
which suggests that the 18-month market
correction that followed the four-year housing
boom has just about run its course. 

Many of the industry professionals that we
interviewed indicated that one reason for the
slowdown was the impact of “investor buyers”
or “speculators” which created a “false market.”
These “speculators” have all but disappeared
from the market which is contributing to the
longer absorption rates and the slowdown.
However, most experts agree that this return to
a “normal” buyer-user market was needed and
after the initial downturn the market will return
to a “stable” market in 2007 and beyond.

It was also noted that oceanfront projects
continued to do better than interior, land-locked
condo projects. Discussions with local area
brokers and appraisers appear to support this
with several stating that although all condo
projects have been affected, the oceanfront
projects appear to be “weathering the storm”
better than inland units.

Experts agree that much of the slowdown is at
the high end of the market and that more
affordable units are selling well. Lawrence Yun,
a senior economist at the National Association
of Realtors, expects demand from baby-

boomers to strengthen as more of them
approach retirement age over the next five to
10 years. 

Some local industry veterans stated that given
the current slowdown, construction costs are
starting to come down to more reasonable
prices and general contractors are lowering
bids and shortening construction timeframes. 

BBaannkkFFiirrsstt  CCoonncclluussiioonnss
Based upon market data gathered from various
sources including Moody’s and discussions with
local area brokers, appraisers and developers, it
is evident that the south Florida market is
currently experiencing a housing correction
fueled by the end of speculators in the market.
However, the data suggests that this market will
continue to outperform the national averages
and remains a strong market in the future due
to a strong economy, strong tourism particularly
from Europe and Latin America, and continued
in-migration to south Florida including an
increase from baby boomers. 

It is BankFirst’s opinion that while caution is
recommended when making underwriting
decisions, south Florida is still a strong market
with good long-term potential.

Sources: Moody’s November 2006 Market Reports;
MetroStudy; CoStar; National Association of Realtors;
Yahoo! News; Allan Friedman, MAI, Friedman & Company,
Miami, FL; Frank Hornstein, MAI, AppraisalFirst Inc.,
Miami, FL; Michael Martin, MAI, Diversified Real Estate
Consultants, Ft. Lauderdale, FL; Heraldtribune.com of
Florida.

Eric Daly is Vice President of Credit/Appraisal Review of
BankFirst. He is responsible for the direct appraisal
review and market research functions for the
organization. eric.daly@marshallbankfirst.com

Regional  Market Analysis>>>
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M A R S H A L L  B A N K F I R S T  C O N T I N U E S  C O M M I T M E N T  O F  B E I N G
A N  O U TSTA N D I N G  C O R P O R AT E  C I T I Z E N

Every year, Marshall BankFirst makes a
commitment to become an outstanding
corporate citizen in the community. Through
sponsorship, volunteer opportunities and valuable
contributions, we have dedicated ourselves to
building strong and vibrant communities,
improving quality of life and making a positive
difference where we live as well as where we
work. Throughout the year, employees of
Marshall BankFirst have continuously pulled
together and realized how much of a difference
can be made by jointly contributing to worthy
causes.

Throughout 2006, Marshall BankFirst became
significantly involved with several non-profit
organizations within the community. Some of
these organizations include:

• Minneapolis/St. Paul Children’s Theatre 

• Minneapolis Heart Institute

• Special Olympics 

• Minneapolis Pediatrics Foundation 

• Juvenile Diabetes Research Foundation 

• Greater Metropolitan Housing Council

In addition to these organizations, many
Marshall BankFirst employees expressed their
commitment and gratitude to the Twin Cities
Ronald McDonald House/Upper Midwest divi-
sion. In 2006, Scott Anderson, President and
Chief Operating Officer of Marshall BankFirst,
became President-Elect of the Board of
Directors for the Twin Cities Ronald McDonald
House. As a dedicated member of the Board,
Anderson is responsible for setting strategic
vision for the House and providing financial
oversight. “Being directly involved with the
Ronald McDonald House truly makes me believe
how important it is to provide support to all
individuals,” said Anderson. “This facility is
remarkable and I am continuously amazed at

the strength and encouragement it provides
individuals nationwide.”

Throughout the year, employees of Marshall
BankFirst made a difference by providing their
support at various Ronald McDonald House
events. In October, Marshall BankFirst was a
Diamond and Lead Sponsor of the annual
Ronald McDonald House FamGlam charity gala.
This was a night for Families to come together
in Glam style and provide support to the
organization known as a home-away-from-
home for hundreds of families every year. 

Employees have also consistently taken an
active role in the Ronald McDonald House,
Cooks for Kids volunteer meal program in which
employees volunteer their time to prepare and
serve an evening meal to families staying at the
facility. 

In the coming months, a main focus of Marshall
BankFirst will be to ensure that our charitable
contributions have a positive impact on our
communities as well as share information on
opportunities to get more involved. “Not only
will encouraging corporate citizenship directly
affect the community but it will also contribute
to our corporate success,” said Anderson.

Employees from Marshall BankFirst serve
an evening meal to individuals staying at the           

Twin Cities Ronald McDonald House.

C O N TA C T  I N FO R M AT I O N
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