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We believe there are challenging and profitable 
opportunities for international banking in the 
Southeast, whose international sector has grown 
significantly over the last 10 years. The boom 
puts the region at the forefront of the internation-
al economy and attracts significant numbers of 
foreign investors seeking strategic locations for 
their businesses in the growing U.S. market. This, 
in turn, has created financing opportunities for 
our regional banks. 

Looking ahead, we see further expansion in 
the Southeast's international sector and in the 
role of regional banks in financing this growth. 
Although the growth rate of these activities or the 
type of business may differ from the past, many 
profit-making opportunities await banks in this 
changing environment. With profits, however, 
there are also risks. Recent financial difficulties 
faced by developing countries in their balance of 
payments is an important element of risk. Our 
decision on what type of international businesses 
to undertake will thus depend on their vulnerabil-
ity to these risk factors, as well as on the domestic 
client base we serve as a major regional bank. 

The author is vice chairman of Southeast Banking Corporation 
in Miami, Florida. 
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The Southeast Economy 
International trade and investment have been 

the driving force behind structural changes in the 
southeastern economy. Today this process is 
accelerating, as foreign direct investment bolsters 
employment growth and diversifies the region's 
manufacturing base. The influx of foreign capital 
has brought with it new technology and manage-
ment. Our statistics show that foreign direct 
investment in southern factories and other busi-
nesses totaled about $80 billion in 1984, fully 42 
percent of all such foreign investment in the 
United States. These investors include many 
affiliates of the largest non-U.S. multinational 
corporations. The region attracts foreign invest-
ment because of its abundant natural resources 
and labor, as well as its large multicultural ent re 
preneurial class in major cities such as Miami, 
Tampa, and New Orleans. 

The Southeast's share of total U.S. foreign 
trade also has expanded as a result of the region's 
competitive advantage in international activities. 
We attribute this advantage to the area's geograph-
ic proximity to major world markets and to 
excellent port facilities. In 1984, for example, the 
South exported about 30 percent of total Ameri-
can manufactured product exports. The export 
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of services also has been a traditional strength of 
the region, notably tourism and financial services. 
The latter is evident in Miami and Atlanta, already 
important international banking centers. 

The export sector as a whole employed about 
1.4 million southern residents last year. Based on 
this performance, we can say the region has 
attained the leading edge in the national econo-
my's transformation toward global interdepen-
dence. Banks in the region have an important 
and legitimate role to play in financing the 
growth of the Southeast's external sector, espe-
cially in financing the growing links between the 
southeastern economy and Latin America—our 
neighbors to the South. 

Latin America: A Key International Partner 
In tracing international developments in the 

Southeast, we must note the importance of trade 
with Latin America. Florida, in particular, has a 
niche in exporting to our neighbors. During the 
first half of 1985, 70 percent of Florida's exports 
went to Central and South America The Sunshine 
State's Latin American trade grew rapidly during 
the 1970s when these economies prospered 
from the boom in commodity prices. This changed 
abruptly in 1982 with the outbreak of the debt 
crisis. Austerity programs adopted throughout 
Latin America plunged many economies into 
severe recession, resulting in a dramatic cutback 
in their purchases from this country—noticeably 
in Florida and the Southeast. 

The social stability of our neighbors to the 
south depends on improved economic growth 
so they can absorb a rapidly growing labor force. 
Traditionally, external financing or savings spurred 
growth in these economies because they were 
unable to generate sufficient domestic savings. 
However, the lack of good economic policy 
management resulted in a misallocation of those 
financial resources. Today the external debt of a 
number of these economies is more than half of 
their gross domestic product and more than 
three times as large as their export earnings. Their 
ability to deal with the debt burden will depend 
on their export growth and on additional external 
resources to finance investments in competitive 
industries. As an important trading partner, the 
Southeast can benefit from growth and political 
stability in Latin America. This in turn hinges on 
improved policy coordination among major in-
dustrial countries to sustain a steady rate of 
economic growth. 

The debt crisis' impact on the southeastern 
economy is an example of the risks associated 
with growth of the international sector. The debt 
crisis also highlights the unique risks involved in 
international lending, transfer, and political un-
certainty. Despite present debt-servicing prob-
lems, trade relations between the Southeast and 
Latin America have had a net positive effect on 
both economies. In taking the long view, we 
appreciate the great economic potential of the 
Latin American economies and their ability to 
find solutions to today's balance of payments 

"There are significant 
and profitable oppor-
tunities in international 
banking, as well as 
significant risks, for 
regional banks." 

Opportunities for Regional Banks 
Our assessment, then, suggests that there are 

significant and profitable opportunities in inter-
national banking, as well as significant risks, for 
regional banks. The changing international finan-
cial marketplace is telling us a" rifle" approach to 
international banking could yield profitable re-
sults at a regional bank. 

The rifle approach to meeting the challenges 
and opportunities of international banking con-
centrates its efforts on two major strategies: the 
"back to basics" strategy and the "merchant 
banking" strategy. 

The Back to Basics Strategy. This strategy is 
nothing new. In many respects, it is a return to 
the old "foreign department" support mechanism 
(collections and letters of credit business, for 
example). However, there are significant differ-
ences. In the newer version, products and skills 
are more sophisticated. They run the gamut from 
trade financing products for local exporters and 
importers to an active foreign exchange depart-
ment, and finally to an entrepreneurial oriented 
staff that continually seeks new ways of servic-
ing the international requirements of local clients 
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(barter activities and trade exposure mitigation 
products are good examples). 

Another development in the newer back to 
basics approach is the orientation towards do-
mestic client service. Emphasis shifts from the 
international department's being an autonomous 
profit center to providing support for domestic 
corporate banking. In essence, the international 
department becomes a service function to meet 
international requirements of the domestic client 
base. 

To be successful, this approach requires strong 
knowledge of the companies and the community 
in which the bank functions. It also requires an 
adequate research capability to assess trade 
financing opportunities on an ongoing basis, and 
to advise domestic clients on overseas market 
trends and currency developments. 

The Merchant Banking Strategy. Considerable 
opportunities exist for regional banks to finance 
the flow of foreign investments into the Southeast 
and to increase fee income through syndications 
and private placements. There are also excellent 
opportunities for financing small, export-oriented 
projects with some of our major trading partners. 
Latin America, for example, has embarked on a 
structural adjustment program to increase the 
export share of gross national product 

Emphasis on export-oriented project finan-
cing, therefore, is the second leg in the rifle 

approach to an international banking strategy. 
This requires a staff of skilled corporate lenders 
with an innovative approach to financing viable 
projects in countries with transfer risk problems. 

Structuring successful financing packages for 
these projects is different from financing the 
state-sponsored "mega" projects of the past, 
where the key issue was country risk. This innova-
tive strategy requires a new breed of lenders 
conversant with such techniques as feasibility 
analysis, currency swaps, and transfer risk mitiga-
tion products. Also required is a shift in focus of 
the economic research function from country 
studies to sectoral analysis in support of the 
credit approval process. 

Finally, successful international banking r e 
quires bankers committed to linking the sellers 
of the new export products with U.S. buyers. In 
essence, it requires development of a merchant 
banking culture among international lenders. 

In summary, the distinguishing feature of our 
international banking strategy is the extent of 
focus, selectivity, and entrepreneurship required 
from bankers. The rifle approach can both service 
the legitimate international needs of domestic 
clients and provide an additional source of profits 
for a regional bank within acceptable risk pa-
rameters. 
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