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SOUTHWEST DEVELOPMENT FUND

As the only company west of the Missis-
sippi selected by the U.S. Small Business
Administration (SBA) for the New Markets
Venture Capital Program, Southwest Devel-
opment Fund, LLC hopes to bring a pow-
erful combination of investment capital
and technical assistance to qualified, high-
potential small businesses located in “new
markets”—including low-income urban
and rural communities, enterprise zones
and Native American reservations.

Southwest Development Fund, a part-
nership between Arizona MultiBank, a non-
profit community development corpora-
tion, and Magnet Capital, a Small Business
Investment Company (SBIC), was formed
recently to begin addressing the need for
appropriately matching sources of financial
and technical support with the growth
stages of small businesses. In order to
qualify for federal matching funds, South-
west Development Fund needs to raise $6.5
million by January 9, 2002.

To learn more about this investment oppor-
tunity, contact Andrew Gordon via email:
agordon@multibank.org or at 602/643-0030.

TILLER RESEARCH INC.
Tiller’s Guide to Indian Country: Economic
Profiles of American Indian Reservations
(BowArrow Publishing Co., 1996) is the only
comprehensive reference addressing the
economics of Indian Tribes, reservations
and Alaska Native communities. Availabil-
ity of current data facilitates access to capi-
tal for these low- and moderate-income
communities. Tiller Research Inc. is seeking
investments to underwrite the publication
of a 2002 edition, which will be updated
and made available as an on-line commu-
nity development utility. A couple of CRA-
qualified investment options are available.

For further information contact Veronica
Tiller, President, at 505/797-9800 or Patrick
Borunda at 360/686-0925 or via email:
pborunda@earthlink.net.

ARIZONA INVESTMENT POOL

The Federal Reserve’s Phoenix Leadership
Council has created an investment pool to
allow smaller banks an opportunity to pur-
chase mortgage-backed securities. The se-
curities will be fully backed by loans to low-
and moderate-income borrowers and will
be customized to geographies within Ari-
zona to meet the CRA needs of individual
banks. Participation in the pool should
qualify as an innovative and complex in-
vestment eligible for CRA credit.

To learn more about the investment pool
contact either of the following Leadership
Council members:

Florence Franklin, 480/596-3673
florence.r.franklin@nordstrom.com

Darryl Tenenbaum, 602/977-3770
dtenenb@bancorp@suncombank.com

SIX ON SIXTH

The South of Market Foundation is a San
Francisco-based economic development
corporation that works with local busi-
nesses and residents to make South of Mar-
ket (SoMa) a better place to live and work.
The Foundation recently launched “Six on
Sixth,” an innovative community revitaliza-
tion plan designed to improve SoMa’s Sixth
Street corridor—one of the City ’s most
blighted areas. Under the program, finan-
cial institutions will have the opportunity
to pool their funds with foundations and
City agencies to offer flexible loans and
grants to entrepreneurs and owners of
blighted properties. The loans will be used
primarily for business expansion, store
beautification, facade and tenant improve-
ments. The Foundation’s goal of starting or
revitalizing six businesses by June 6th of
next year has been endorsed by numerous
community groups.

For more information contact Roger Gor-
don at 415/512-9676 or download the plan
at www.somafoundation.org.
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by Fred Mendez

RING IN THE SCHOOL YEAR WITH

BOOF!
Operation Hope’s Banking on Our Future
program needs your help to make this next
school year a success. Share your financial
expertise in the classroom as a Banker-
Teacher volunteer. Operation Hope sup-
plies all the materials and coordinates the
visits with schools throughout the San Fran-
cisco Bay area and Los Angeles county. For
more information contact the following
Operation Hope representatives:

San Francisco Bay Area
Dawn.Walker@theunitedway.com
415/772-7305

Los Angeles
Diona.Moore@operationHOPE.org
Norma.Jasso@operationHOPE.org
213/891-2900

— INVESTMENT OPPORTUNITIES —

— STAFF PERSPECTIVE —

ELDER ABUSE CAMPAIGN

The California Community Partnership for the
Prevention of Financial Abuse (CCPPFA) is a
nonprofit organization committed to pre-
venting the financial exploitation of elders
and dependent adults. CCPPFA is seeking fi-
nancial contributions from financial institu-
tions to produce a 20-minute staff training
video for distribution to California financial
institutions, and to fund an initial public
awareness campaign on the growing prob-
lem of financial abuse. CRA credit will be
provided to financial institutions that con-
tribute to the program.

For more information contact: Jenefer
Duane, Executive Director at 415/258-9111
or via email: jduane@marin.org

While some aspects of the “new economy” have gone the way of the leisure suit, web portals

continue to evolve and change the way business is done. The possible implications of this

evolution on the democratization of credit are boundless. Historically, businesses have served

a particular geographic marketplace, forcing them to tailor their products and services to

the needs of the population in that geographic marketplace. Some businesses have found

ways to serve a much larger marketplace, not limited by geographic boundaries, by providing

homogenous products and services with broad customer appeal in order to achieve economies

of scale. Our new economy has provided ways for some businesses to achieve economies

of scale by providing tailored products to a marketplace defined by customer rather

than geography.

Case in point: log onto the Internet and shop for a dress shirt with a 19-inch neck and 28-

inch arm length and presto . . . a business in Vermont can confirm your order and have the

shirt delivered within days. It would be safe to assume that Vermont does not have a large

population of men who need such shirts. The Internet provides this business with a link to

brand name portals like Yahoo or America Online, a global marketplace for odd-sized dress

shirts, and “customized” economies of scale.

Any time spent on-line at lending portals indicates that financial institutions are searching

for their place in the new economy. Most institutions are under pressure from shareholders

and analysts to provide their products and services in a streamlined and cost-efficient manner

in order to maintain strong earnings growth, which has led to standardization of products.

Laws like the Community Reinvestment Act (CRA) encourage financial institutions to focus

more on geography than a target customer base; a focus that has been criticized by financial

institutions as limiting their evolution to serve the same role as the odd-sized shirt

manufacturer in Vermont, while being supported by community-based organizations as

a way for financial institutions to be responsive to local community needs. Both sides are

right, and the current review of the CRA regulation will offer an opportunity for both to find

a compromise.

Also important in determining where financial institutions can fit within the new economy

are the capital markets. The products underlying existing mortgage-backed securities are

typically very conservative, and although many of the loans originated by community

development financial institutions over the last decade are virtually standardized, there has

been surprisingly little appetite for securities backed by these loans. Although the CRA’s

investment requirements for large financial institutions have encouraged the purchase of

geographically targeted mortgage-backed securities, low-income housing tax credits and

community development municipal bonds, these CRA-related investments are simply a

re-labeling of existing products that were already widely available. It would seem that the

capital markets aren’t in a position to lead financial institutions towards the new economy.

Perhaps there are investors out there who would happily purchase securities with different

maturities and weighted interest rates, regardless of geography. The demand created by

these investors would spur the development of a lending portal where potential borrowers

of different income levels could request customized loans that exactly match need with

payment ability. The current review of the CRA regulation provides us with an excellent

opportunity to discuss these types of issues and look to the day when purchasing a home

with a customized loan is as easy as buying an odd-sized dress shirt.
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