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Note: Mutual Bank, InBank  and Corus Bank failed in the third quarter

This figure reflects the money 
that banks set aside as a 
cushion to cover potential 

losses on loans. The reserves 
come off of a lender’s pretax earnings. 
Shaky loans on lenders’ books are rising 
at a faster pace than the reserves 
they’re building. Nationally, the level of 

reserves for every dollar of non-current 
loans, called coverage in industry lingo, 
fell to 63.5 cents in the second quarter, 
the lowest since the third quarter of 
1991, the FDIC said. “There will likely be 

more non-performers in quarters to 
come, so the amount they have now 
relative to current non-performers is 
only half of the story,” said Derek Ferber, 
SNL senior analyst.
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Construction and 
land-development loans are 
secured by real estate, with 

original maturities of 60 
months or less. They’re made to 
finance land development for new 
structures, including industrial, 
commercial, residential or farm 

buildings. They also include loans made 
for building alterations and demolition. 
These numbers show the banks with 
the highest percentage of seriously  
past due construction loans. “These 

loans have been rocking balance 
sheets across the country and have 
been tough to sell to investors,” Ferber 
said. But the level of construction loans 
varies from bank to bank.

These include past-due 
loans for farmland, as well 
as loans secured by 
non-farm, non-residential 

properties, SNL said. 
Those are expected to be a bigger 
problem for banks down the road 
because “commercial real estate 
asset quality hasn’t really 

deteriorated as much as residential” 
to date, Ferber said. These numbers 
show the banks with the highest 
percentage of seriously  past due 
commercial real estate loans. The 

percentage of non-farm, 
non-residential loans that were 
non-current jumped to 2.88 percent 
as of June 30, up from 2.25 percent 
as of March 31, the FDIC said.

More banks feeling
under the weather

     The numbers are dreary.

     Sixteen Illinois banks have failed this year, 

including Corus Bank, which was seized Friday. 

Not since 1990, when regulators seized 18 lenders, 

have so many institutions collapsed statewide.

     The Federal Deposit Insurance Corp. says no 

consumer has ever lost a single penny of  insured 

funds, and coverage has been boosted to at least 

$250,000 a depositor through 2013. But there’s still 

interest in the performance of  banks and thrifts 

headquartered in the Chicago area.

     This report, compiled for the Chicago Tribune 

by SNL Financial and Loan Workout Advisers LLC, 

examines six second-quarter performance 

measures of  local banks.

     One is the level of  seriously delinquent assets, 

mostly loans, plus foreclosed real estate as a 

percentage of  total assets. Such bad assets have 

reached double-digit percentages at nearly 30 

Chicago-area banks, up from 17 in the first quarter.

Scaled-down charts are presented here; a searchable database of  the more than 

210 banks and thrifts is at chicagotribune.com/banks

A bank must have a 
leverage ratio of at least 5 
percent to be considered 
well capitalized, SNL said. 

Capital helps cushion 
banks against losses from 

soured loans. Approximately a dozen 
banks based in the Chicago area have 
leverage ratios below 5 percent, 

about twice as many as in the first 
quarter, SNL said.

Shown are the worst second-quarter results in each category for Chicago area-banks

Leverage ratio

Non-current assets include 
non-accrual loans, or those 
not generating any interest 
income, and loans more than 

90 days past due. Nationally, as of June 
30, those seriously delinquent loans, 
plus foreclosed real estate, accounted 
for 2.77 percent of assets. That’s the 
highest level since at least 1992, when 

the FDIC began making its quarterly 
banking report numbers easily available. 
More than 110 Chicago-area banks have 
levels of severely past-due loans and 
foreclosed real estate above that 

average, statistics from SNL and Loan 
Workout Advisers show.

Non-current assets
Past-due commercial real estate, farm loans

Loan-loss reserves

Delinquent construction loans

The ratio tallies up a bank’s 
seriously past-due real estate 
loans, foreclosed property and 
real estate owned, and 
compares them with core 

capital and money set aside for potential 
loan losses. A score of 80 percent or more 
is considered a cause for concern. 
Thirty-six local banks have Texas ratios 
above 80 percent, up from 29 institutions 

in the first quarter, and the recession is 
causing ratios to worsen, said Justin Barr, 
managing principal for Loan Workout 
Advisers LLC in Northfield.

Real-estate-focused Texas ratio
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When TMK IPSCO of Downers
Grove announced a new chairman
last year, it omitted everything
interesting about Piotr Galitzine. 

And so for an entire year the
Chicago business community
hasn’t known that there is a Rus-
sian prince living downtown with
his wife, Archduchess Maria
Anna, a granddaughter of Karl I,
the last emperor of Austria.

In Russia, Galitzine’s name is
instantly recognizable. In Chicago,
well, he doesn’t get out much, the
54-year-old executive said. “I’m
either in my office or on an air-
plane.” 

Galitzine arrived here in Septem-
ber 2008, soon after TMK, Russia’s
largest producer of oil and gas
piping, bought the American assets

of IPSCO. 
The $1.7 bil-

lion deal left the
company with
heavy debt head-
ing into the
economic down-
turn, said Rob-
ert Edwards, a
Moscow-based
analyst for Ren-
aissance Capital.
Galitzine has
had to put half of
his 2,200 factory
workers, spread

from Texas to Pennsylvania, on
reduced schedules or furloughs.

Galitzine’s royal title traces back
675 years. That’s when an ancestor,
a Lithuanian prince, married into a

royal family in Russia. The Rus-
sians permitted the title to be
passed on to his descendants. 

After relocations forced by the
Communist Revolution and World
War II, Galitzine’s parents moved to
Peru, where he was born in 1955,
then to New York, where his father
worked as a civil engineer. His

mother was a multilingual secre-
tary, and they saved enough money
to send him to boarding school and
then the Massachusetts Institute of
Technology. 

“At school, the other kids called
him ‘The Prince,’ so that’s how I
knew,” said Shawn Buckley, one of
Galitzine’s former MIT professors,

who later hired him at a Silicon
Valley start-up. 

A mutual friend introduced
Galitzine to his future wife at a bar
on New York’s Upper East Side.
They married in 1981. 

At Buckley’s start-up, Galitzine
designed a machine that used
sound waves to separate defective
bolts. He sold the machines in Eu-
rope for $100,000 apiece, Buckley
said. Later, Galitzine opened Euro-
pean operations for a few American
companies, and in 1992 he joined
Mannesman AG, the German engi-
neering giant, running its Russian
operations.

“I was finally able to return to
Russia with my wife and six chil-
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Area firm’s chairman revealed as a prince of a man
What is this?
Chicago is a city where things get done, and this column will give Tribune
readers the inside scoop. Who’s up and who’s down in the business
community. Who’s raising cash and who’s losing it. Who’s hanging with the
powerful, and who’s just hanging on. Chicago Confidential will be filled with

old-school, shoe-leather reporting of the “you-read-it-here-and-only-
here” type. (Publicists, take note.) We’ll inform and entertain, capturing the
important and interesting in their natural habitats. See you each Sunday
and Wednesday.

Melissa
Harris

Chicago
confidential

erating its opposition in a letter
Saturday that said Kraft’s bid is
"unattractive and fundamentally
undervalues Cadbury." Kraft,
however, remains in pursuit. The
blockbuster deal would make stra-
tegic sense for Northfield-based
Kraft, analysts say. But it’s fraught
with risk for Kraft’s shareholders
and for Rosenfeld personally.

“Mergers are make-or-break
situations, particularly [deals] of
this magnitude,” said Thomas
Lys, a professor and acquisitions 

Irene Rosenfeld generally gets
kudos for making progress in
reviving Kraft Foods Inc. since she
signed on three years ago as chief
executive of the venerable but
lumbering packaged-foods giant.

But no matter what Rosenfeld
has accomplished so far, this past
week she may have forever linked
her legacy at Kraft to a $16.7
billion unsolicited bid for Cad-
bury PLC.

Cadbury rejected the offer, reit-

Cadbury bid could get
sticky for Kraft’s CEO

Please turn to Page 2

By Mike Hughlett
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Rather than sit on what appears
to be a comfortable lead, the Chi-
cago Bears are aggressively work-
ing the field in an effort to pick up
ground.

That’s why, for a second suc-
cessive season, you’re seeing “One
City, One Team” ads promoting
allegiance to the football team
around a city where a recent Scar-
borough Sports Marketing survey
found 63 percent of the area resi-
dents already identify themselves
as Bears fans.

With the Bears set to open the
season Sunday night against
archrival Green Bay, this might
seem like pounding the ball up the
middle. It’s actually a bit of mis-

direction. 
Fans already

energized by the
off-season ac-
quisition of Pro
Bowl quarter-
back Jay Cutler
may feel good
that their loy-
alty is being
saluted. But the
money play is
really the pitch
to outfits eager

to link their brands to one that
already owns of the hearts and
minds of this Bear market.

“The business community has
made more comments about the

campaign and what a cool thing it
is, clever, creative, a way the Bears
say you’re important to us and,
again, here’s why it’s a good thing
to be associated with the Bears,”
said Ted Phillips, the Bears’ presi-
dent and chief executive.

In deference to the economy, the
Bears did not raise ticket prices
this season and showed apprecia-
tion to season-ticket holders by
sending them “thank you” videos,
the kind of perk normally limited
to those who pay a premium for
luxury suites or club seats. At the
same time, however, the franchise
sought new sponsors and market-

Bears ads center on affiliation

Phil
Rosenthal
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Bad numbers don’t tell whole story
Some area banks that posted disturbing
second-quarter performance data cite reasons for
optimism. PAGE 3
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