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over the previous year. 
That was before the sudden eco-

nomic catastrophe of the pandem-
ic—which has actually been a boon for 
community banking institutions. 

S
mall banks can do big 
business. In 2020, Pacific 
Valley’s net income grew 
by 21 percent over 2019, 
and deposits are up by over 

$100 million. Roughly 250 small busi-
nesses opened new business accounts 
there in 2020.

That’s thanks largely to busi-
ness driven by Paycheck Protection 
Program support as small business 
owners found that they could not get 
help at big banks like Wells Fargo. “We 
took a different tack, that we were 
going to take non-customers as well as 
customers,” Fanoe says. “A lot ended 
up moving their entire banking rela-
tionship to us. Frustration levels were 
really high on the first round of PPP 
with the commercial banks.” 

Similarly, Santa Cruz County Bank, 
which after 17 years in business opened 
its first Monterey County branch in 
January, accepted PPP loan applicants 
who were non-customers. 

“What we noticed is that communi-
ty banks were setting up shop to lend, 
and we were getting lots of referrals 
from lots of larger banks who were 
turning away applicants,” says Senior 
Vice President Mary Anne Carson. 
“Situations of crisis bring to light ben-
efits of what a community bank offers. 
It brings to light that relationship you 
have with your banker.”

These banks are not alone. 

According to a com-
munity banking study 
released in December 
by the Federal Deposit 
Insurance Corporation 
(FDIC), “relative to the 
broader banking sec-
tor, community banks 
continued to report 
positive financial per-
formance and demon-
strated this strength 
during the Covid-19 
pandemic…

“Though commu-
nity banks tend to be 
relatively small, their 
commercial real estate, 
small business and 
agriculture lending far 
exceed their relative 
size within the over-
all banking industry. 
While community 
banks account for 
just 15 percent of the 
banking industry’s total 
loans, they hold 30 

percent of all [commercial real estate] 
loans, 36 percent of small business 
loans, and 70 percent of agricultural 
loans.”

That pandemic comes on the heels 
of a difficult time for the industry. 
The FDIC reports that from 2012 to 
2019, the number of community banks 
fell from 6,802 to 4,750, a 30-percent 
decrease. The number of non-com-
munity banks went from 555 to 427, 
a 23-percent decrease. (Most of the 
decrease was due to mergers.) 

But at least for Santa Cruz 
Community Bank, it looks like there is 
room to grow. They will measure suc-
cess not by the number of customers, 

but by their share of deposits. Looking 
at the 93940 zip code alone, with $2.2 
billion in banked deposits and 13 banks 
(now 14), Carson says bank leaders 
thought there was room for more. 

“What we do is look to build market 
share through deposits, that we then 
turn around and make loans,” she says. 
“Community banks are continuously 
reinvesting back into the community.”

E
arly in her career, Carrie 
Birkhofer was working 
as a CPA specializing in 
credit unions. She says she 
could tell right away upon 

walking into a branch what the culture 
was like, and financial performance 
always corresponded. Creating a peo-
ple-oriented culture is something she 
has tried to bring to Bay Federal Credit 
Union, where she has been CEO for 26 
years, and she has seen the financial 
growth that tracks culture, going from 
$100 million in assets to $1.4 billion.

But like most credit unions, the 
origin story goes back to much small-
er roots. In Bay Federal’s case, it was 
originally for Santa Cruz teachers, 
who got started by putting $5 in a box 
in the lunchroom. Credit unions are 
unique in that they are owned by mem-
bers (there are nearly 80,000 at Bay 
Federal, which has a branch in Salinas 
and is headquartered in Capitola), and 
loan money to members. 

In addition, the customer base 
credit unions serve has to fall within 
a particular interest group, often geo-
graphic. For Bay Federal, it’s no longer 
teachers—today the guidelines are 
geographic, so all Monterey County 
residents could become members. 

Not all are based on location. 
Navy Federal Credit Union is open to 

members of the Navy as its customer 
base, and has locations internation-
ally (including in Monterey). Golden 
1, headquartered in Sacramento and 
with a branch in Salinas, is open to 
all Californians. (The statewide cred-
it union has $16 billion in assets.) 
Corrections Federal Credit Union 
formed in 1959 in Soledad to serve 
Department of Corrections employ-
ees, and now has 2,476 members and 
$19 million in assets, according to the 
National Credit Union Administration, 
which is roughly the credit union 
equivalent of the FDIC. 

Like banks, credit unions make 
business loans, but they also specialize 
in personal loans—things like car and 
mortgage loans. 

Today, Bay Federal’s assets are allo-
cated about 60/40 in loans and invest-
ments—lower than usual for loans, 
because fewer people are seeking loans 
during the pandemic recession—and its 
investment side is very conservative, 
with 91 percent in secure government 
investments. 

That frees up the credit union on the 
personal lending side: “We’d rather take 
the risk on our community.”

To Patrick Redo, CEO of Salinas-
based allU.S. Credit Union, a focus on 
community is what defines local finan-
cial institutions.

In 2015, the credit union–which 
is open to all who are employed in 
Monterey County—prepaid $1.4 mil-
lion on a long-term lease to the city 
of Salinas, making the new El Gabilan 
Library possible next door.

“We got pretty creative,” Redo says. 
“The point was to invest in the com-
munity.”  

THE PLAYERS IN THE LOCAL BANKING SCENE (A PARTIAL LIST)
	 % OF MTY. COUNTY 	 	 NUMBER OF	 NUMBER OF
	 MARKET SHARE	 LOCAL DEPOSITS	 LOCAL OFFICES	 OFFICES ELSEWHERE

Wells Fargo	 25.9	 $2,866,176,000	 17	 5,393
JPMorgan Chase	 19.1	 $2,108,932,000	 14	 4,965
Bank of America	 17.7	 $1,949,269,000	 8	 4,245
Mechanics Bank	 12.4	 $1,366,791,000	 9	 139
Union Bank	 8.4	 $926,238,000	 8	 340
1st Capital Bank	 5.4	 $597,516,000	 5	 1
Pacific Valley Bank	 3.5	 $385,536,000	 3	 0
Comerica Bank	 3.1	 $347,378,000	 4	 429
Monterey Credit Union	 n/a	 $237,419,193*	 3	 1
Bay Federal Credit Union	 n/a	 $192,146,471	 1	 6
Central Coast Credit Union	 n/a	 $156,850,975	 4	 0
Monterey County Bank	 1.4	 $155,713,000	 4	 0
Bank of the West	 1.2	 $129,735,000	 1	 553
Pinnacle Bank	 1.1	 $125,192,000	 1	 2

NOTE: The FDIC calculates market share for FDIC-insured banks only; other banking institutions are not reflected in those figures.

Santa Cruz County Bank accepted local clients seeking 
PPP loans after bigger banks turned them away. “It was 
about saving those jobs in the community,” says Mary 
Anne Carson, a senior VP. “Looking at it from an economic 
standpoint, we felt that we had a role in leadership in the 
economic recovery of these businesses.”

JO
E

L
 A

N
G

E
L

 J
U

Á
R

E
Z

Sources: FDIC, as of  
June 30, 2020 (for 
banks); NCUA and  
American Share  
Insurance (for credit 
unions) as of  
Dec. 31, 2020

*includes San Benito County location


