

Business 
Experts: Financial upheaval shouldn't affect South Coast 

STEVE SINOVIC, NEWS-PRESS STAFF WRITER 

	


September 16, 2008 12:00 AM

A local financial management firm has seen its assets increase 20 percent in the past year due to investor concerns about the long-term stability of Wall Street's large investment banks and brokerage houses.

"There was bound to be a fallout," said Kipley Lytel, CFA, managing partner of Montecito Capital Management, talking about the increase in business from locals amid the failure of Bear Stearns, the bankruptcy plans at Lehman Brothers Holdings and Merrill Lynch's forced sale to Bank of America.

Mr. Lytel said savvy investors "concerned about asset performance" saw the signs of trouble about a year ago and started "rethinking" their relationships with the wealth management arms of some of the nation's larger investment banks. He said this has been a boon for several local companies.

Montecito Capital's mention in a Forbes magazine article this year as one of the 10 most dependable wealth managers in Southern California may also have piqued some interest from local investors, Mr. Lytel acknowledged.

While he welcomes the additional clientele and is aware of a bump in the customer base for other local financial management firms, Mr. Lytel admitted it's hard to match the "suite of services" under one roof that companies like Lehman, Morgan Stanley and Goldman Sachs can offer the well-heeled investor, such as tax planning, trusts, charity planning and other complex services. Although smaller firms don't have all these specialities in house, Mr. Lytel said there are a lot of "top notch specialists and capable people" locally who have these skill sets.

In terms of the Merrill Lynch situation, the merger with BofA gives the banking giant "a wealth management arm on a retail scale," said Mr. Lytel. "It's a name with cachet, one of the premier brands in the business." On the subject of the local operations, Mr. Lytel said Merrill has about a dozen brokers in the area. "I wouldn't expect to see any changes for 3 to 6 months" as BofA assesses the scope of business in the area.
Wall Street's turmoil of the past six months has prompted more urgency about the state of the banking system, which will be the subject of a presentation Wednesday evening at the Lobero Theatre. Sponsored by Montecito Bank & Trust, the program will include several speakers, including Bill Watkins, executive director of the UCSB Economic Forecast Project and a former research economist at the Federal Reserve in Washington, D.C.

"There's plenty of evidence that banks are tightening up across the board, and that will hold growth down," Mr. Watkins told the News-Press Monday. "I think people are going to be a lot more security-conscious with two big brokerage houses leaving the scene."

As such, they may be moving "to Treasurys or other vehicles," he suggested. While the first two quarters in the national economy posted growth, Mr. Watkins said this is not going to be repeated in the third quarter in light of the bank failures, federal government intervention to shore up mortgage markets, and the impact of storms from the current hurricane season.

While Mr. Watkins said the South Coast economy will be more resilient than the national and California economies, he forecasts tightening of credit for businesses planning expansion.

In terms of the impact to a large local development project, a spokesman for Fess Parker's new Waterfront hotel said the project is moving forward, with a youth hostel component well under way. "We're still finalizing the financing pie," said Ed Galsterer, without detailing whether the backing is from a bank, private investors or self funding.
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