Banking Bombs
by

Eyes Right

Charlotte, NC   -  This is the home of two of the major banks in the United States:  Bank of America and Wachovia.  While all banks have been severely hurt by the ongoing mortgage crisis, Wachovia has been hit particularly hard.  During the past year, its stock price has plummeted from $53 to $16 a share, a decline of 70 %!  It goes without saying that Wachovia’s shareholders are upset after losing billions in value – so upset that the CEO, G. Kennedy Thompson, has been fired, an extremely rare occurrence in the tight-knit banking community.
There are no signs of obvious distress as one drives by the large Wachovia campus here just north of downtown on Harris Boulevard.  The lawn remains manicured, and cars come and go.  What is not obvious is the immediate, and dramatic, effect that Wachovia’s failure would have on this entire region.  As one of the larger employers in the Charlotte area, Wachovia in bankruptcy would send this metropolitan area into an economic tailspin with countless other local companies severely impacted.
Yet the other major bank in town, Bank of America, continues along as if there are no problems and that the Wachovia travails cannot happen to it.  Just today I saw, in the space of 4 miles along the I-580 connector downtown, three large billboards featuring Bank of America’s advertising campaign as “the official banking sponsor” of NASCAR.  It is difficult to imagine a positive return on such a massive investment.  Why, exactly, is a bank spending millions to attach itself to NASCAR, other than, perhaps, to allow its high level executives to have free access to luxury boxes at Charlotte Motor Speedway in nearby Concord, NC??  Do potential customers consider whether or not a bank is a sponsor of NASCAR before they take their business there?  I suspect that most banking business is conducted on the basis of competitive edge, that is, who has the best rates for loans, savings and who offers the best service, not which bank is sponsoring what.
I suppose that some disclosure is necessary.  I am a shareholder of Wachovia, that is, one of the unlucky/unwise saps who put some investment dollars into a turkey of a company.  This past week I received a “Dear Fellow Shareholder” letter from Lanty L. Smith, the Chairman and Interim Chief Executive Officer of Wachovia.   Lanty wanted to assure me that he has “a deep commitment and affection for our company.”   He went on to explain how difficult it was to have made “the painful decision to reduce the dividend” to fortify the balance sheet.  As you can imagine, Lanty’s letter did little to dampen my concerns about Wachovia’s future and my investment in it.  Although it may seem shallow to say so, how can one have confidence in someone named Lanty??
I suppose that I should be happy that Wachovia is not plastering billboards all over Charlotte bragging about being a sponsor for NASCAR.    Instead, I worry that I am becoming akin to a desperate gambler who sees his fortune disappearing at the blackjack table.  As I look at my diminishing pile of chips, I find myself wanting to push them all in on one final desperation gamble, that is, buying a ton more of Wachovia at its currently depressed price in the hope that it will somehow miraculously recover or be bought out by a financial vulture (such as JP Morgan, which is rumored to be considering such a move) at a higher price.
Stay tuned.  Now you know why the bankers always wore the black hats in those western movies.

I thought you might like to know.
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