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Best of Both Worlds: Wedbush Looks to
E[pand Bank Zith M&A

By KaWe BeUU\

DEC 2, 2011 4:03SP ET

LOS ANGELES ² R. Scott Racusin gets tired of hearing that banks are not lending.

"IW dUiYeV Pe cUa]\. IW'V OiNe Va\iQg a gURceU\ VWRUe dReVQ'W ZaQW WR VeOO gURceUieV," Va\V RacXViQ, Whe

SUeVideQW aQd chief e[ecXWiYe Rf WedbXVh BaQN. "BaQNV aUe PaNiQg eYeU\ ORaQ WhaW Whe\ SRVVibO\

caQ."

The VeaUch fRU ORaQ gURZWh haV Oed Whe VPaOO bXW SURfiWabOe WedbXVh BaQN, ZhRVe ViVWeU cRPSaQ\ iV

bURNeUage fiUP WedbXVh SecXUiWieV, WR VcRXW fRU aQ acTXiViWiRQ aORQg Whe WeVW CRaVW. (BRWh

cRPSaQieV aUe RZQed b\ WedbXVh IQc. iQ LRV AQgeOeV.)

CRXSOiQgV Rf bURNeUage fiUPV aQd baQNV haYe beeQ Pi[ed aW beVW, RfWeQ VWXPbOiQg iQ WheiU effRUWV WR

cURVV-VeOO fiQaQciaO SURdXcWV aQd iQcUeaViQgO\ dUaZiQg UegXOaWRU\ VcUXWiQ\. BXW iQ iWV QeaUO\ fRXU \eaUV

Rf e[iVWeQce, Whe $218 PiOOiRQ-aVVeW WedbXVh BaQN haV eVWabOiVhed iWVeOf aV a UaUe e[ceSWiRQ. IW haV

caUYed RXW a Qiche VeOOiQg baQN SURdXcWV WR a bXiOW-iQ UefeUUaO baVe Rf PRUe WhaQ 100,000 bURNeUage

cOieQWV, aQd QRZ iW iV ORRNiQg WR e[SaQd be\RQd WhRVe cXVWRPeUV.

"We Vee WUePeQdRXV RSSRUWXQiWieV gRiQg fRUZaUd iQ Whe acTXiViWiRQ Rf RWheU baQNV," RacXViQ WROd

APeUicaQ BaQNeU iQ aQ iQWeUYieZ OaWe OaVW PRQWh.

WedbXVh BaQN SRVWed a 67% \eaU-RYeU-\eaU iQcUeaVe iQ WRWaO ORaQ gURZWh fRU iWV fiVcaO \eaU eQded

JXQe 30, WR $80.2 PiOOiRQ, aQd SURfiWV iQ Whe VaPe SeUiRd PRUe WhaQ dRXbOed. The baQN added WhUee

ORaQ SURdXcWiRQ RfficeV WhiV \eaU, aQd iQ UeceQW PRQWhV iW VWaUWed a gRYeUQPeQW OeQdiQg diYiViRQ

RffeUiQg "VPaOO-dROOaU" ORaQV WR PXQiciSaOiWieV WhaW ZeUe UefeUUed b\ WedbXVh SecXUiWieV' SXbOic

fiQaQce gURXS. AbRXW 40% Rf Whe baQN'V cXVWRPeUV aUe cOieQWV Rf Whe VecXUiWieV fiUP.

EdZaUd WedbXVh, Whe SaUeQW cRPSaQ\'V fRXQdeU aQd chaiUPaQ, Va\V hiV fiUP ZaQWV WR bX\ aQRWheU

baQN WR WaNe adYaQWage Rf Whe c\cOicaO QaWXUe Rf CaOifRUQia baQNiQg. The VWaWe ZaV a hRWbed fRU VWaUW-

XSV befRUe Whe fiQaQciaO cUiViV: PaQ\ de QRYR baQNV cRXOd eaViO\ UaiVe Whe QeceVVaU\ iQiWiaO fXQdiQg Rf

abRXW $20 PiOOiRQ, ZiWh Whe gRaO Rf WXUQiQg aURXQd aQd VeOOiQg WhePVeOYeV ZiWhiQ WhUee WR fiYe \eaUV.

NRZ WhRVe baQNeUV, fed XS ZiWh Whe effecWV Rf Whe cUiViV aQd Whe high cRVWV Rf cRPSO\iQg ZiWh QeZ

UegXOaWiRQ, aUe iQcUeaViQgO\ ORRNiQg WR WhURZ iQ Whe WRZeO.

"The\'Ue WiUed QRZ aQd Uead\ WR PRYe RQ," Va\V Whe 79-\eaU-ROd WedbXVh, ZhR fRXQded Whe faPiO\-

UXQ bURNeUage fiUP iQ 1955 ZiWh $10,000.
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TKH GLIILFXOW RSHUDWLQJ HQYLURQPHQW IRU PDQ\ EDQNV - DQG WKH UHODWLYHO\ FKHDS YDOXDWLRQV RI PRVW EDQN

VKDUHV - KDV FUHDWHG D EX\HU'V PDUNHW IRU FRPSDQLHV OLNH KLV, DFFRUGLQJ WR WHGEXVK: "YRX EX\ \RXU

VWUDZ KDWV LQ ZLQWHU," KH VD\V.

OEVHUYHUV VD\ WKHUH LV SOHQW\ RI URRP LQ WKH PDUNHW IRU PRUH EX\HUV ZLWK WKH PRQH\ WR VSHQG.

RLFN LHYHQVRQ, WKH SUHVLGHQW RI SDQ DLHJR LQYHVWPHQW EDQN WHVWHUQ FLQDQFLDO CRUS., VD\V VRPH

EDQNV DUH ZLOOLQJ WR VHOO IRU MXVW VOLJKWO\ DERYH ERRN YDOXH - D IDU FU\ IURP D IHZ \HDUV DJR ZKHQ

PXOWLSOHV UHDFKHG WKUHH RU IRXU WLPHV ERRN YDOXH.

"TKHUH DUH VWLOO D QXPEHU RI ZHOO-UXQ EDQNV WKDW ZRXOG EH ZLOOLQJ WR H[LW WKH PDUNHW, SDUWLFXODUO\ IRU

FDVK," LHYHQVRQ VD\V. "MXOWLSOHV DUH QRZKHUH QHDU ZKHUH WKH\ ZHUH ILYH \HDUV DJR, DQG ZRQ'W JHW

EDFN WR WKRVH GD\V XQOHVV WKHUH LV D SLFNXS LQ HFRQRPLF DFWLYLW\."

POHQW\ RI DFTXLUHUV KDYH UDLVHG FDSLWDO H[SUHVVO\ WR EX\ CDOLIRUQLD EDQNV GXULQJ WKH GRZQWXUQ. TKRVH

FRPSDQLHV LQFOXGH GUDQGSRLQW CDSLWDO IQF. LQ LRV AQJHOHV, OSXV BDQN LQ RHGRQGR BHDFK DQG

CDUSHQWHU & CR., WKH IUYLQH, CDOLI., SULYDWH HTXLW\ ILUP WKDW DJUHHG HDUOLHU WKLV PRQWK WR PHUJH WZR

EDQNV WKDW LW FRQWUROV.

"RLJKW QRZ HYHU\ERG\ LV ORRNLQJ IRU GHDOV," VD\V WHGEXVK BDQN CEO RDFXVLQ, DGGLQJ WKDW KLV

FRPSDQ\ SODFHG D ELG ZLWK WKH FHGHUDO DHSRVLW IQVXUDQFH CRUS. IRU D IDLOHG EDQN LQ WKH SDVW \HDU.

(TKH ELG ZDV QRW DFFHSWHG, DQG KH GLG QRW LGHQWLI\ WKH EDQN.)

"M\ VHQVH LV WKDW LQ 12 WR 24 PRQWKV, WKHUH ZLOO EH VRPH JUHDW RSSRUWXQLWLHV, DQG [WKH DRGG-FUDQN

AFW] LV FUHDWLQJ VRPH RI WKDW EHFDXVH RI WKH FRVW RI FRPSOLDQFH," KH VD\V.

WHGEXVK JRW LWV FKDUWHU LQ FHEUXDU\ 2008, EHIRUH WKH KHLJKW RI WKH ILQDQFLDO FULVLV. IW WRRN OHVV WKDQ

QLQH PRQWKV IRU UHJXODWRUV ZLWK WKH OIILFH RI TKULIW SXSHUYLVLRQ WR DSSURYH WKH FKDUWHU, EXW DIWHU WKDW

"HYHU\ERG\ ZDV VWDOOHG," RDFXVLQ VD\V.

BHIRUH WKH ILQDQFLDO FULVLV, PDQ\ EURNHUDJH ILUPV DFTXLUHG VPDOO GHSRVLWRULHV WR H[SDQG LQ VSHFLILF

DUHDV VXFK DV WUXVW VHUYLFHV. BXW QR EURNHUDJH ILUP KDV UHFHLYHG DSSURYDO WR EX\ D EDQN VLQFH

WHGEXVK JRW LWV FKDUWHU.

SWHUQH AJHH & LHDFK DSSOLHG IRU D FKDUWHU LQ MD\, ZKHQ LW DQQRXQFHG D GHDO WR EX\ DQ XQLGHQWLILHG

FRPPXQLW\ EDQN RXWVLGH AODEDPD. TKH EURNHUDJH ILUP GLG QRW UHWXUQ FDOOV IRU WKLV VWRU\.

UQWLO WHGEXVK ILQGV D VXLWDEOH WDUJHW, RDFXVLQ LV FRQFHQWUDWLQJ RQ QLFKH PDUNHWV WKDW RYHUODS ZLWK

WKH EDQN'V VHFXULWLHV ILUP VLVWHU FRPSDQ\. WHGEXVK SHFXULWLHV LV RQH RI WKH ODUJHVW FOHDULQJKRXVHV

IRU VPDOO WUDGLQJ ILUPV DQG KDV EXLOW D UHSXWDWLRQ IRU PXQLFLSDO DQG SXEOLF ILQDQFH.

"WH'UH WU\LQJ WR ILQG D QLFKH ZLWKLQ WKH VHFXULWLHV JURXS," RDFXVLQ VD\V, DGGLQJ WKDW ZKLOH FRPSHWLWLRQ

IRU ORDQV LV VWLOO VWLII, "ELJ EDQNV GRQ'W OLNH VPDOO WUDQVDFWLRQV."

WHGEXVK BDQN FDQ RIIHU ORDQV WR PXQLFLSDOLWLHV DQG FROOHJHV WKDW "KDYH D ORW RI WKH VDPH DWWULEXWHV

RI D ERQG," KH VD\V.

CKDLUPDQ WHGEXVK VD\V WKDW IRU \HDUV WKH VHFXULWLHV ILUP RSHUDWHG "MXVW OLNH D EDQN" ZLWKRXW WKH

DFWXDO FUHGHQWLDOV RI D GHSRVLWRU\.
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In 1980, Wedbush Securities raised the ire of competitors when it started paying interest to clients

who had cash balances in their accounts. Then competitors like Merrill Lynch & Co. (now part of

Bank of America Corp.) filed petitions with the Securities and Exchange Commission, complaining

that paying interest gave Wedbush an unfair advantage.

"I got to thinking at the time that we were a bank, because our clients could borrow on margin, get

interest and have a debit card," Wedbush says. "We had this experience where we realized we

already are a bank, and then we decided to start one."
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