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Signature Bank Builds Close 
Relations With Clients

BY LAWRENCE CARREL 
FOR INVESTOR’S BUSINESS DAILY 

Signature Bank doesn’t adver-
tise or do any marketing, has never 
done a merger or acquisition, and 
doesn’t have retail branches that 
allow people to walk in off the 
street and open an account. Still, 
Signature is one of the fastest-
growing banks in the nation, if not 
the fastest.

“This is the best organic-rev-
enue-driven banking growth 
story in the U.S.,” said Michael 
Diana, senior banking analyst 
at Maxim Group. Last year, 
Signature Bank’s (SBNY) or-
ganic revenue — revenue that 
doesn’t come from mergers — 
jumped 13%. It also posted 23% 
growth in earnings per share, 
compared to the average of 
single-digit growth for other 
small- to medium-sized banks. 
“It’s my top pick. There’s noth-
ing better.”

With just 27 branches in the 
New York metropolitan area, this 
Manhattan-based commercial bank 
doesn’t cater to the mass-market re-
tail customer opening checking or 
money-market accounts. Instead, 
it focuses on small- to medium-
sized businesses underserved by 
the mega-banks. These are not pub-
licly held corporations but privately 
owned businesses such as law firms, 
medical practices, advertising agen-
cies and companies with fewer than 
500 employees.

Signature’s business model has 
three parts.

First, hire teams of bankers 
from other banks who will be able 
to bring over the book of business 
they’ve built over their careers.

Second, make each team its 
own profit center and compensate 
the bankers in an entrepreneurial 
manner that encourages them to 
grow their business.

Finally, as the bank is extremely 
relationship-oriented, each bank-
ing team establishes a one-on-
one relationship with the clients 
through a single point of contact.

No Finder/Minder Model
Many large banks have a finder/

minder model. In that system, the 

banker who brings the client into 
the bank, the finder, and the banker 
who manages the client’s busi-
ness, the minder, are two different 
people. After bringing the client 
into the bank, the “finder” banker 
may never see the client again. 
Then when the client needs a spe-
cial service, such as a commercial 
real estate loan, the banker man-
aging the account needs to direct 
the client to a third banker in the 
company who specializes in those 
loans. The client now has to deal 
with a third person, and the ac-
count manager needs to split his 
fee with the commercial real es-
tate banker.

Signature organizes its people 
into teams of four to six bankers. 
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Signature Bank CEO Joseph DePaolo. The Bank has 27 branches 
in NYC area.

The Founder’s Touch
For Drawing A Crowd
Texas Roadhouse creator reprises his CEO role B Y M O R E Y S T E T T N E R
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Leadership experts advise CEOs to
celebrate employee triumphs.
Even Steve Jobs, a notoriously de-
manding boss, made a champagne
toast to the team that designed
Apple’sAAPL first Macintosh com-
puter.

Arkadiy Dobkin expresses appre-
ciation to employees for a job well
done. But he believes in setting lim-
its.

“We celebrate success, but not
too long and not too rich,” said
Dobkin, chairman, CEO and presi-
dent of Epam SystemsEPAM, a soft-
ware product development firm in
Newtown, Pa. “There’s always a
next hill to go to.”

For Dobkin, who began his career
in Minsk, Belarus, where he
worked for small software develop-
ment firms, success doesn’t neces-
sarily breed greater success. Part of
his job, as he sees it, involves fight-
ing complacency among his 8,900
information technology employ-
ees.

When throwing a party to recog-
nize a team’s accomplishments,
Dobkin might tell the group, “To-
morrow you’ll have a normal busi-
ness day. Our clients worry about
quality delivery, not your success
last week or last month.”

Don’t Get Too Comfy
After Dobkin came to America,

he worked atColgate-PalmoliveCL
and SAP LabsSAP before co-found-
ing Epam Systems in 1993. Experi-
ence has taught him not to get too
comfortable when things go well.

“Don’t assume everything will be
fine if everything is fine now,” said
Dobkin, 53. “Situations change. If I
did something yesterday, there’s
noguaranteethat success willbere-
peated. The business climate, tech-
nology and client behavior change
all the time.”

Epam’s employees are accus-
tomed to Dobkin’s focus on future
challenges. They learn that bask-
ing in past victories “doesn’t get
them very far,” he says.

Dobkin’s reluctance to overin-
dulge in celebrations of success ex-
tends to when his team seals a big
contract. Instead of toasting staff-
ers when they close a sale, he might
say, “Let’s wait to celebrate until
we deliver on this contract and the
client’s happy.”

This attitude keeps Epam nimble
and responsive to customers,
Dobkinsays.Anditensuresthatem-
ployees don’t rest on their laurels.

“In our market, technology
changes so fast,” he said. “You can
become good at a specific technolo-
gy and think, ‘Now I own the mar-
ket.’ Just wait. Technology will
change and then where will you
be? People who thought they were
heroes building Web applications
a few years ago now need (to excel
in) mobile deployment and more
mobile functionality.”

In the late 2000s, Epam sought to
move beyond serving tech firms
and small businesses to add global
corporations as clients. That
meant Epam’s team needed to
learn to speak the same language as
corporate managers.

“We put our best technical peo-
ple on it and they got frustrated be-
cause they weren’t used to commu-
nicating” with big corporate cli-
ents, Dobkin recalled. “Then we
changed direction to focus not just
on the technical side but also on
human interaction skills. Now
we’re three times as big as we were
five or six years ago.”
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Some companies looking to hire a
new CEO don’t stray far from the
nest. They go back to their founder.
Who knows the company better
than the progenitor?

After Texas RoadhouseTXRH
Chief Executive G. J. Hart jumped
ship to become CEO ofCalifornia
PizzaKitchenCPK in 2011, the casu-
al steak dining chain chose founder
Kent Taylor as CEO to take over
the reins and sustain growth. Tay-
lor was already familiar with the
chain’s expansion plans, since he
was serving as chairman of the
board.

Taylor had a seven-year hiatus in
running Louisville, Ky.-based
Texas Roadhouse. He launched it
in 1997, served as president until
2000, and president and CEO until
2004. That’s when Hart became
CEO and Taylor moved into the
chairman’s spot.

By the time Taylor moved up-
stairs in 2004, the eatery chain had
167 restaurants. By 2013 it expand-
ed to 405 restaurants in 47 states
and had entered four foreign coun-
tries.

Unlike other chains, Texas Road-
house mostly opens its own restau-
rants and only franchises outletsse-
lectively. Indeed, in 2012 it opened
25 company-owned restaurants
and only two franchise-operated
eateries. By the end of 2013, it will
have added 28 outlets (12 are al-
ready opened) and plans to debut
25 to 30 eateries in 2014.

“Opening company units is a
great use of cash because of the re-
turns that our restaurants gener-
ate,” said Travis Doster, spokesper-
son for Texas Roadhouse.

Taylor, 57, says his transition
from chairman back to CEO was
easy and smooth. In fact, he was al-
ready assuming some tasks that
CEOs normally handle when he
was chairman of Texas Road-
house. For example, he approved
100% of the new restaurant sites.

“If the site didn’t work out, I
could yell at myself in the mirror,”
he quips.

Taylorauthorized all pricingdeci-
sions, discussed menu changes
with area managers and oversaw
the design of new restaurants.

“I’m the concept guy,” he said.
“I consider myself a restaurant

manager and make decisions based
on what a restaurant manager
would make. When we meet with
area managers, we ask them what
they’d like us to do to make their
lives easier,” Taylor said.

Closed Weekdays For Lunch
Texas Roadhouse is one of the

few restaurant chains that closes
weekdays for lunch and offers it
only on weekends. Taylor thinks

closing at midday boosts the com-
pany’s ability to hire better manag-
ers, keep them energized and cur-
tail operating costs.

Typically, at lunch, restaurant
chains generate about 20% of sales
but they need to hire two shifts of
employees. “People spend less
money at lunch, order burgers in-
stead of steak, and soft drinks in-
stead of beer,” Taylor said. More-
over, Texas Roadhouse managers
need to work 50 hours a week rath-
er than 60 or more hours, which
can lead to burnout.

Taylor operates as a hands-on
CEO who likes to talk with manag-
ers, chefs, servers and customers.
“When I’m in the field, I watch the
operations, observe the kitchen,
watch the broiler and salad space,”
he said.

Visiting a Texas Roadhouse out-
let recently, Taylor asked a patron
for feedback. The customer replied
that he waited too long to be seated
for a table. “Did you know about
our call-ahead seating?” Taylor
asked. This feature lets customers
call ahead to get on the waiting list
before they drive to the eatery. Tay-
lor recognized that the chain need-
ed to do a better job of publicizing
that option to patrons.

The average dinner check at a
Texas Roadhouse is $15 per per-
son. Its target audience consists of
50% families and 50% diners with-

out children. Between 4 and 6 p.m.
retirees flock for dinner specials.
To keep its costs down, it makes its
own dressings and bakes its own
bread, and relies on word of mouth
rather than costly advertising.

Moving Overseas
The company also aims to grow

internationally. It has eateries in
Kuwait and Dubai and is opening a
second outlet in Kuwait this Octo-
ber, followed by Saudia Arabia and
Canada next year. “The key is find-
ing the right partners,” Taylor said.
He reckons that two years from
today the chain should grow to
around 460 to 470 outlets world-
wide.

Taylor says Texas Roadhouse
needs to grow at a steady pace and
not overreach. “Steady growth is
key,” he said.

Many boards turn to the founder
because “the former CEO knows
the business and ideally has a pas-
sion for the business,” says David
Rohlander, consultant and author
of “The CEO Code.” The original
CEO “has a handle on the culture,
the market, products and services
and likely knows the people,” he
said.

As long as the founder has stayed
current on business changes, hir-
ing the former CEO makes good
business sense, he says. “They’ve
lived their life in the saddle; they
know the business backward and
forward,” Rohlander said.

When StarbucksSBUX hit a rough
patch in 2008, it rehired founding
CEO Howard Schultz after an
eight-year hiatus. “(Starbucks)
stopped connecting with custom-
ers and lost its original vision of cre-
ating more than a cup of coffee,”
Rohlander said. Schultz revived
the basics and returned it to pros-
perity.

Most often hiring the founder
can restore a company to its glory
days and return it to its roots. Most
originators have the “passion,
drive, vision, and fundamental un-
derstanding of business and the
market,” Rohlander said.

EXECUTIVE BRIEFING
BUSINESS TRAVEL

RoadWarriors Find
More TimeTo Play
An influx of younger execs is
leading to an increase in U.S.
business travelers who balance
work and play while on the road.

According to a survey by Ameri-
can Express Global Business
Travel, 35% of U.S. road warriors
say they have extended a business
trip in the last year to take a per-
sonal vacation.

“As Millennials begin to make up
a larger portion of the global work-
force, we’re seeing more corpo-
rate employee travel behaviors
that focus on alleviating travel-re-
lated stress,” said Kevin Carey,
vice president and general manag-
er, Global Client Group, American
Express Global Business Travel.

The survey also found that U.S.
business travelers are taking an
average of seven business trips by
air each year, and that those who
travel outside of the U.S. for busi-
ness reported taking an average of
six international trips annually.
Thirty-five percent of U.S. busi-
ness travelers are making more
day trips compared to overnight
stays.

EXECUTIVES

Firms Falling Short
In Leading Change
Change management initiatives,
the process through which compa-
nies prepare and train managers
to be effective change leaders, face
tough going.

A study by professional services
firm Towers Watson found that
only 25% of employers say they’re
able to sustain gains from their
change management initiatives
over the long term. Such initia-
tives can range from program or
policy changes to business trans-
formation, as well as mergers and
acqusitions.

“Most companies are having a
difficult time keeping the momen-
tum of their change management
initiatives going,” said Brad
Messinger, a senior management
consultant at Towers Watson.
“The organizations that are able to
sustain change over time are those
that focus on the fundamentals
that we know drive successful
change: communication, training,
leadership engagement and mea-
surement. And despite nearly
uniform acceptance that these are
the key drivers of change, the
companies that aren’t good at
them aren’t getting any better.”

BENEFITS

More Employees
Are Joining Plans
Since the end of the recession, a
higher percentage of workers is
working for employers that offer
retirement plans. The nonprofit
Employee Benefit Research Insti-
tute says a higher percentage is
also participating in the plans.

In 2012, EBRI says 61% of all
workers age 16 or older worked
for an employer or union that
sponsored a pension or retirement
plan, up from 59% in 2009. Work-
ers participating in a retirement
plan grew to 46% in 2012, up
slightly from 45% in 2009 but
below the 48% measured in 2003.

The vesting rate, or percentage
of workers who say they were
entitled to some pension benefit
or lump-sum distribution if they
left their job, stood at 43% in 2012,
up from 24% in 1979.

EBRI says the increase is largely
due to the increased number of
workers participating in defined-
contribution retirement plans
such as 401(k) plans, where em-
ployee contributions are vested
immediately.

Other factors include the faster
vesting requirements in private-
sector pension plans established
since 1979.
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Ambitious go-getters often face a
quandary when plotting their ca-
reer paths. Do they climb straight
up the corporate ladder? Or do
they accept lateral moves to broad-
en their experience?

John Hartmann, president and
chief executive of True Value Co.
in Chicago, has wrestled with
these questions. And he didn’t al-
ways arrive at the best answer.

Hartmann, 50, took the top job at
True Value earlier this year. But he
admits his road to becoming the
hardwareretailer’s CEO was “unor-
thodox.”

After graduating from law
school, Hartmann spent a decade
as an FBI agent. While he enjoyed
his time in federal law enforce-
ment, he entered the corporate
world “playing catch-up with my
peer group” who benefited from a
10-year head start.

In his late 30s, Hartmann was
vice president of corporate services
at Cardinal HealthCAH. With a re-

sume full of staff positions, he knew
thatheneededexperienceintheop-
eratingside.Buthealsosoughttoas-
cend into better staff jobs.

“I was caught up in the idea that
advancement meant moving up to
the next level, to the next job title,
to higher pay,” he said. “I was in-
credibly reluctant to explore later-
al movement within the organiza-
tion.”

As a result, he missed opportuni-
ties toshift into operations at Cardi-
nalHealth, whether in manufactur-
ing, distribution or logistics. In-
stead, he spent more than four
years focusing on traditional up-
ward advancement.

In 2002, he moved toHome De-
potHD in anotherstaff role: senior di-
rector of long-range planning. In
that job, he worked for the compa-
ny’s chief information officer to de-
velop a three-year plan for its tech-
nology strategy and spending.

That’s when his career reached a
pivotal moment. He was offered a
promotion to become a vice presi-
dent in the legal department or
make a lateral move to director of

strategic business development for
the firm’s merger and acquisition
team.

A Smart Move
On one hand, Hartmann didn’t

want to pass up a chance to become
a corporate officer. But he knew
that his lack of operations experi-
ence might hurt his chance to be-
come a CEO.

Determined not to make the same
mistake from his Cardinal Health
days—whenhefocusedtoonarrow-
ly on reaching the next level and
passed up potentially enriching lat-
eral moves — Hartmann chose “to
take a half step back for a role out-
side my background,” he says.

The move paid off. Spending time
integrating acquisitions, he wound
up running operations for two divi-
sions of HD Supply, Home Depot’s
wholesale business, and became
chief operating officer of its electri-
cal and plumbing/HVAC divisions.

“That tough choice of stepping
back to broaden my cross-function-
al experience led me to my CEO
role today,” Hartmann said.

MANAGING FOR SUCCESS
F O L L O W T H E L E A D E R S

L E S S O N S L E A R N E D

Customers outside a Texas Roadhouse outlet in Colonial Heights, Va.

Epam Systems’ Honcho
Roots Out Complacency

Epam Systems
epam.com

Ticker EPAM
Share price Near 34
12-month sales $493 mil
5-year profit growth rate  80%
Rank in 9/9 IBD 50 37

 IBD SmartSelect Corporate Ratings

Composite Rating 99
Earnings Per Share 90
Relative Price Strength 94
Industry Group Rank 26
Sales+Profit Margins+ROE A
Accumulation-Distribution A

See Investors.com for more details

Exec Takes Back Seat To Get Ahead

Texas Roadhouse founder Kent
Taylor: “I’m the concept guy.”

U.S. ad spending jumped for the sixth straight 
quarter in Q2, fed by increased outdoor and 
TV advertising. Telecom and automotive saw 
the biggest boosts, though retail was the 
largest spender. Spending surged strongly for 
P&G, the top corporate spender.

Ad Spending Surges
TOP DOWN

Source: Kantar Media

Ad spending
% change vs. year earlier

Top 5 ad spending categories Top 5 spending advertisers 

*display ads only
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Each team takes care of all the 
banking needs of its clients. The 
banker that brings in the business 
builds the relationship with the 
client, and his team is the only one 
to service that account. Typically 
the client speaks with just one 
person on the team.

Instead of giving the bankers 
quotas on what products to sell, 
Signature gives the bankers auton-
omy in the running of their busi-
ness. And the compensation model 
allows them to participate in the 
revenue of the business that they 
develop.

“The big secret to Signature’s 
success is the transparent com-
pensation model,” said David 
Darst, managing director at Gug-
genheim Securities. “Where other 
banks have cut compensation, this 
system rewards bankers for re-
taining and generating new busi-
ness. High-performance bankers 
find it motivating.”

“Basically, you eat what you 
kill,” said Lana Chan, a U.S. banks 
analyst at BMO Capital Markets.

Founded in 2001, Signature 
was created by Joseph DePaolo 
and other bankers after HSBC 
bought Republic, the local New 
York commercial bank where they 
all worked. The former Republic 
bankers felt that HSBC’s strategy 
was wrong and that their clients 
were getting lost in the shuffle.

“HSBC felt the relationship is 
between the client and the institu-
tion, not the client and the banker,” 
said DePaolo, Signature’s president 
and chief executive officer. “We 
felt the middle-sized businesses 
couldn’t care less about the insti-
tution but wanted the relationship 
with the individual banker.”

DePaolo decided to build a bank 
where clients would never have to 
call an “800” number but instead 
would always have direct access to 
their banker. And over the past 13 
years, that strategy hasn’t changed.

Fishing For Talent
A key driver of Signature’s 

growth has been its ability to hire 
experienced teams away from the 

big banks. Signature doesn’t make 
any acquisitions itself. It just re-
cruits the best bankers it can find 
who are dissatisfied after a larger 
institution buys their bank.

“Signature has been able to take 
advantage of all the disruption and 
dislocation that has taken place at 
the big banks for quite a while now,” 
said Chan of BMO Capital. “The key 
to their success has been bringing 
over the teams because they bring 
a large part of their existing book 
of business, driving the upfront 
growth.”

“They are in permanent recruit-
ment mode,” said Maxim’s Diana. 
“And they have good intelligence 
on the best teams out there.”

At the end of 2013, Signature 
had 89 teams and $22 billion in as-
sets. So far this year, it has added 
five more teams.

Thomas Alonso, senior bank 
analyst at Macquarie Securities, 
says that Signature has many 
growth opportunities and could 
easily expand into New Jersey and 
Connecticut.
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