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By now, we should all be in agreement that virtually every bank needs a more 

concerted focus on loan pricing, and that it is critical to implement a solution 

that your lenders believe in. So, your options are to either: 

a. Create the simplest, yet most comprehensive, excel spreadsheet tool 

around 

b. Buy the best loan pricing software available 

The stories I will share in this post about the enormous impact that pricing will 

have on your bank should convince you of the importance of implementing the 

absolute best solution available. 

I will quickly admit that I am biased about your choice of whether to build or buy, 

and even more biased about whom you buy from! That said, more than 

anything I want every bank to get the benefit of a disciplined loan pricing 

process. This is so important to banking, and to me personally.  

At first blush you might think you can save money by developing your own 

pricing solution. I have two enlightening experiences to share with you. 

My favorite story involved a bank in Tennessee. The CEO of this $250 million 

bank saw me speak at a banking conference and was convinced that not only 

did they have to have loan pricing software but that he could build their own. 

Eighteen months later, he recognized that although his spreadsheets did some 

of what we had, he couldn’t get his people to agree on the assumptions and he 

hadn’t really even gotten his people to buy in to the vision and need. In less 

than 30 days, we had done both of these things for him. 

Another recent story involved a large regional bank on the west coast. They 

fully appreciated the importance of a disciplined loan pricing process so they 

created an internal team, led by their CFO, to develop a sophisticated excel 

pricing model. After years of effort and “millions of dollars” (according to their 

CEO), they had a monster excel spreadsheet that only their CFO could drive. 

So all pricing decisions would get funneled up to their CFO and he would send 

back a “yes” or “no” response. To make matters worse, the CFO eventually left 

their bank and no one else knew how to run the model! They now had a 

“burning platform” that everyone despised.  

I also frequently hear from people that, despite the best intentions, they never 

end up having the time needed to actually build something, let alone something 

that is comprehensive and easy to use. If you do the math, winning a deal or 

two that you wouldn’t have, or picking up a basis point or two, usually pay for 

the purchase of a loan pricing software.  
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Anyway, make sure you get your key lenders involved in the decision of which 

provider to choose. And if you have any key lenders who are skeptics, you 

especially want to include them in the process. Remember to keep asking the 

question, how are we worse off knowing the profitability of the business we are 

putting on the books? 

My next few posts will focus on setting ROE targets, updating the targets, and 

perhaps more importantly, exploring what do when your original structure 

doesn’t hit your profitability objective.  
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About PrecisionLender 
 

PrecisionLender is a pricing and profitability management tool used by thousands 

of lenders to price over $20 billion in loans and deposits each month. With 

PrecisionLender, relationship managers can handcraft a solution in real-time that 

works for both the customer and the bank, while improving NIM and loan growth.  

 

For more information, visit www.precisionlender.com. 
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