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The Southeast market's attractions have not 
gone unnoticed by foreign banking institutions; 
in particular, New Orleans, Atlanta, Tampa, and 
Miami have become bases in this region. 

Th is is not a homogeneous group, however. 
Institutions differ in language, experience, and 
objectives. Regulations of the home country 
may have defined the foreign bank's focus at 
home and its interests abroad. Size, too, is a 
factor. Foreign banks with a presence in Florida 
range from the huge Hong Kong and Shanghai 
Bank, the parent of Marine Midland and its 
Miami Edge Act, to smaller Latin American 
banks whose capital base in U.S. dollars is at 
best modest by standards here. 

Foreign banks can be represented in this 
market in basically three ways. They can estab-
lish an Edge Act corporation limited to carrying 
out international transactions. The original Edge 
Act legislation of the 1920s was designed to 
permit U.S. banks to cross state lines in pursuit 
of purely international business. Part of the 
rationale was that American banks were ham-
pered in doing international business by the 

The author is a foreign bank consultant, formerly a vice 
president with the Miami Agency of Banco de Santander, a 
spanish financial institution. 
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laws limiting expansion of banks geographic-
ally, and could not compete for this business as 
effectively as many foreign banks. The Interna-
tional Banking Act of 1978, in seeking parity in 
the treatment of foreign banks and U.S. banks 
operating in this country, extended this option 
to foreign organizations. 

The Edge, a corporation with its own capital, 
can accept deposits from non-residents but 
can accept domestic deposits only if they are 
tied to international transactions of companies 
or individuals. Its lending activities are limited 
to credits abroad or to supporting international 
trade. 

Depending upon state laws governing foreign 
bank operations, opportunities exist for estab-
lishing state-chartered agencies or representa-
tive offices. The agency, too, is restricted to 
accepting only foreign deposits, but it has the 
interesting option of doing domestic lending. 
Banks also have the option of chartering a 
federal agency. In the Southeast, though, few 
banks have taken advantage of it, particularly 
since changes in the laws stripped federal 
agencies of their power to accept foreign de-
posits. 

The foreign representative office can neither 
take deposits nor make loans, but promotes its 
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parent abroad or other offices of the parent in 
the United States. Florida, Georgia, and Louisi-
ana have foreign bank agencies and representa-
tive offices. 

Finally, the foreign bank has the option of 
purchasing a domestic bank and entering head-
long into competit ion in the domestic as well 
as international arena. 

Florida leads the Southeast in the number of 
Edge, agency, and foreign-owned domestic bank 
operations. Miami, dubbed the "Capital of 
Latin America" by the President of Ecuador in a 
1979 speech, is the focus of this activity, but 
Tampa and Boca Raton also boast foreign bank 
offices. 

Miami is a traditional entrepot city connect-
ing North America with Latin America and the 
Caribbean. Air and sea transportation and com-
munications networks link the areas. The multi-
cultural, multilingual population has facilitated 
the growth of this infrastructure. The city's 
problems are many, but its entrepreneurial 
vitality is a major strength. 

Miami offers the Latins an opportunity to do 
business in a major center of U.S. tourism with 
a large proportion of Spanish-speaking people, 
both anglo and hispanic. This has proven to be 
an obvious lure for those seeking a place first to 
vacation and to safeguard some of their assets, 
and increasingly as a place to invest actively. 

Not surprisingly, 17 of the 36 foreign banks 
operating agencies in Florida come from coun-
tries that speak Spanish or Portuguese. The 
language affinity and ties with Latin America 
encouraged six Spanish banks to open agencies 
while Spanish interests control at least four 
domestic banks. 

Why have the foreign banks come? That 
often depends on where they come from. For 
banks from countries with a weak domestic 
currency, the United States offers an opportun-
ity to develop a dollar base. A bank whose asset 
value is constantly being eroded in the world 
market finds the dollar base and dollar earnings 
very important. 

Latin American banks and banks from Europe 
and Asia with important operations in that area 
needed a base from which to continue serving 
the Latin American client seeking a safe harbor 
for his assets in the face of political and eco-
nomic uncertainties at home. Since many of 
those clients were also actively involved in 
trading activities between their home country 
and the United States, trade financing became 
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an interesting adjunct to the deposit business. 
The foreign banks simply fol lowed their cus-
tomers. 

And the customers were going principally to 
Miami. Some banks decided that Miami's well-
developed communications and transportation 
networks made contact with head office and 
other branches so easy that they set up regional 
offices to respond more quickly and effectively 
to the market to the south. 

Recognizing the implications of ever more 
interdependent economies and markets, Latin 
bankers found in Miami a natural client base 
for deposits and for trade business that could 
sustain the operation while they looked at the 
U.S. domestic market's potential. The Ameri-
can-based operation added to the bank's pres-
tige with customers in the home country and 
was less expensive to maintain in the Southeast 
than a similar office in New York, Chicago, or 
Los Angeles. 

"Latin bankers found 
in Miami a natural client 
base for deposits and for 
trade business that could 
sustain the operation 
while they looked at the 
U.S. domestic market5s 
potential." 

The operation encouraged close correspon-
dent relations with the major U.S. banks that 
also were using Miami as a true or quasi-
regional office and lending to corporations, 
banks and governments to the south. Since the 
interbank market for most banks in the region 
is now governed by rescheduling agreements 
rather than independent bank decisions, the 
opportunity to keep those relationships warm 
may be important in the future when interna-
tional banks begin to consider new lending 
again. 

Other banks, particularly European and Jap-
anese institutions, find the Southeast's growth 
warrants a presence to better serve and develop 
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their U.S. customer base, which now includes 
many firms owned by non-U.S. interests. 

Everyone is looking for a niche or, as a Miami 
lawyer puts i t "a seam of opportunity." How-
ever, profitable niches are hard to find, but 
easy to take away. Loss of the Latin American 
trade business was a real blow, since it is an 
area where Latin American banks could make 
an important contribution to developing trade 
and commerce. They knew their customers, 
and their presence in the United States was 
helpful in bringing about deals that might have 
caused other banks to hesitate. With the offices 
of many major U.S. banks in Latin America 
reduced, local banks will need to offer the 
trade finance services to keep their countries 
moving. 

In addition to hurting the trade business, 
Latin America's economic problems have af-
fected the deposit business; the rate of increase 
has declined from three digits to two. Still, 
agency deposits in June 1985 were 45 percent 
higher than a year earlier. Some of this increase 
undoubtedly represents a transfer of funds 
from other international financial centers such 
as the Bahamas and especially Panama. It will 
be interesting to see if figures for Florida Edges 
and agencies show an abnormal increase in 
deposits after October 1985, when Panama 
experienced a sudden change in government 

On the asset side, total assets for foreign 
bank agencies and foreign-owned Edges in 
Florida exceeded $5 billion at year-end 1984. 
Of the $4.3 billion in assets of foreign bank 
agencies, $2.2 billion were invested in loans 
and $1.3 represented balances due from head 
office and other related institutions. The for-
eign banks are looking for good assets, but 
competition for the limited trade business is 
fierce and many have yet to develop a good 
"feel" for the domestic customer. Also, limita-
tions on the kinds of domestic services these 
institutions can provide may make them less 
attractive to some customers as lenders. And 
the pick-up in trade with Latin America, the 
major market for the Florida agencies, promises 
to be quite slow. 

Florida also boasts 12 statechartered banks 
and a number of federally chartered institu-
tions—including one savings and loan associa-
tion—with foreign ownership. Here, too, the 
presence of hispanic bankers is felt Three state-
chartered banks and at least one nationally 
chartered institution are owned by Spanish 
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interests and the others by Latin Americans. All 
but one of the state banks are in south Florida 
and most cater to hispanic clients. Their profit-
ability varies considerably. 

Miami is famous for its " boom and bust" 
cycles, but the foreign banks have held firm. 
They have long-term reasons for being in this 
market. While the total number of Edge Act 
banks in Florida declined from a high of 42 to 
34 (the number of lost Edges includes some 
mergers), Miami has lost only one of its original 
37 foreign bank agencies. 

"As this global, 
interdependent market 
develops, regulators-
like those they regulate— 
will have to adapt to a 
new order." 

In Georgia, the major international banks of 
Europe, Canada, and Japan have the greater 
representation. These are banks that already 
have an important presence in the United 
States, both in other offices and in loans to 
American entities from the head office abroad. 
They, too, follow their customer, but that cus-
tomer is U.S.-based—either companies from 
the home country that have invested in the 
Southeast or purely domestic customers that 
took their borrowing needs to the Eurodollar 
market Atlanta's excellent communication and 
transportation networks are ideal for covering 
the Southeast 

New Orleans, which also boasts a fine port 
and good air connections, was left behind. Part 
of the reason for that must lie with the restric-
tions Louisiana put on its own domestic banking 
system. 

The foreign bank presence in the Southeast 
is also felt in the lending activities of banks that 
may not even have offices in these states. In 
fact, some 20 percent of all commercial, indus-
trial, and business loans in the United States 
are granted by foreign banks. Interestingly, the 
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figures for foreign participation are declining, 
which may reflect a decision by some foreign 
banks that price-cutting to gain market share 
was not an effective long-run strategy. As one 
banker commented, " w e just meet again on a 
lower level." 

I believe one of the major concerns of for-
eign banks operating offices in this country will 
be regulation. Because of the importance of 
these institutions in the marketplace, Ameri-
can regulators have every reason to be con-
cerned with the financial stability of the foreign 
parent bank. As this country raises minimum 
capital requirements, it is only fair to note that 
many countries permit their banks to operate 
with capital ratios well below those considered 
acceptable here. U.S. regulators also must ques-
tion the scope and adequacy of examination 
procedures in other countries. 

As this global, interdependent market d e 
velops, regulators—like those they regulate— 
will have to adapt to a new order. Communica-
tion with foreign regulators will become in-
creasingly important. Questions of confidenti-
ality will be of tremendous concern to foreign 
bankers operating here. It is important to the 
foreign banks as well as domestic banks to 
protect the stability of and confidence in the 
U.S. banking system. The International Banking 
Act has laid down some parameters for looking 
at questions that have arisen and will become 
more important as the financial and commer-
cial ties that bind our economies increase. It is 
necessary to consider the differences that exist 
in the way other banking systems operate and 
are regulated—U.S. regulations treat the for-
eign banks as one class, but the reality is very 
dif ferent 
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