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cause antitrust concerns be-
cause Pfizer does not cur-
rently sell a prostate cancer
drug aside from generics.

Pfizer said its earnings
would increase immediately
after buying Medivation.
The deal comes four months
after it and Ireland-based Al-
lergan Plc scrapped their
$160 billion merger. Pfizer
has since bought Anacor
Pharmaceuticals Inc in a
$5.2 billion deal to add an
eczema gel to its portfolio.

The Medivation deal il-
lustrates a shift in Pfizer’s
M&A strategy from lower-
ing taxes — the rationale
behind the failed Allergan
tax inversion deal — to
strengthening its lineup of
branded drugs, especially
lucrative cancer treatments.

Pfizer, in a conference
call with analysts, said it
still plans to decide by year-
end whether to split into
separate companies selling
either low-growth generics
or patent-protected brand
medicines.

“The Medivation deal in-
creases the likelihood of a
split,” said SunTrust Robin-
son Humphrey analyst John
Boris. But, he said, Pfizer
would likely first try to buy
other drugmakers or their
best assets in order to fur-
ther strengthen its branded-
drug portfolio.

A year ago, Pfizer paid $15
billion for Hospira, which
sells generic hospital prod-
ucts and is developing bio-
similars meant to compete
with big-selling injectable
biotech drugs. That deal was
seen by Wall Street as a way
of bolstering its generic
drugs ahead of potentially
divesting the business.

Pfizer’s biggest growth driv-
er is a new breast cancer drug
called Ibrance, but the compa-
ny is also trying to catch up
with Merck & Co. and Bristol-
Myers Squibb Co. in develop-
ing immuno-oncology drugs
that work by taking the brake
off the immune system.

Pfizer Chief Executive Ian
Read told analysts the Mediva-
tion deal was mainly driven by
the desire to obtain Xtandi, al-
though he expressed high
hopes for talazoparib and pi-
dilizumab, experimental Medi-
vation drugs for breast cancer
and lymphoma, respectively.

Xtandi generated U.S. net
sales of $330.3 million in the
second quarter. Japanese
drugmaker Astellas Pharma
Inc. owns the rights to sell
Xtandi outside the United
States,whereitgeneratedsales
of $240 million in the period.

Read said Xtandi, which
was approved four years ago
to treat men who had failed
to benefit from prostate can-
cer treatments, could cap-
ture far greater sales if it is
eventually approved for ear-
lier use and becomes pre-
scribed by urologists.

“The product is just at the
beginning of its growth cycle,”
he predicted.

Reuters had reported that
Pfizer, Merck, Celgene Corp.
and Gilead Sciences Inc. had
submitted expressions of inter-
est to buy Medivation.

“Given the already very
high price being discussed, the
difficult public relationship be-
tween Medivation and Sanofi
… we see a higher bid as very
unlikely, but not impossible,”
RBC Capital Partners wrote in
a client note ahead of the an-
nouncement.

Sanofi said while it recog-
nized the potential strategic
benefits of a combination
with Medivation, it was a
“disciplined acquirer and re-
mained committed to acting
in the best interests of Sanofi
shareholders.”

Pfizer said the deal was
approved by boards of both
companies and should be
completed in the third or
fourth quarter.

Pfizer’s financial advisers
were Guggenheim Securities
and Centerview Partners,
with Ropes & Gray LLP pro-
viding legal counsel.

J.P. Morgan Securities and
Evercore were Medivation’s
financial advisers, while
Cooley LLP and Wachtell,
Lipton, Rosen & Katz served
as its legal advisers.
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people think they’re poor
now, we were poor then. We
scraped for every penny,
worked day and night to
keep it going. It never was
really prosperous up here.”

The family moved back to
farmland on State Road,
then a new gravel road a
mile north of the Air Force
base and where he still re-
sides today.

“The 1950s and ‘60s were
the best years growing pota-
toes,” Kenney said, before
fresh potatoes were “crowd-
ed out” by growers in West-
ern states. Along with an
egg farm that he and a busi-
ness partner ended up clos-
ing, Kenney also ran a small
10-cow dairy for a short
time, selling fresh high-fat
cream. “But I got stopped for
that because I didn’t have a
license. The trouble with the
small guy, he’s got to have a
permit for everything.”

Later Kenney became a
seed potato grower for
Agway, as the out-of-state

market for Maine seed pota-
toes grew. “I did great at
that until I retired” in 1986
at age 64, he said.

“I kept on helping the
boys until I was 84 in the
spring and fall. I enjoyed my

summers and didn’t do noth-
ing in the winter, just snow
sledding, and we went to
Florida for 15 winters after I
was 70.”

Kenney, who recently re-
ceived a full hip replace-

ment, now goes on short
road trips to see the Amish
and watches his son-in-law
and grandson as they work
nearby.

“I hope they’re making
out good.”
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Beryl Kenney, a retired farmer who turns 93 next month, shared this photograph of
people picking potatoes at his farm in Presque Isle. The property is now the Skyway
Industrial Park.

Bankswant to cut branches, but customers like them
BY DAN FREED
REUTERS

NEW YORK — Despite
banks’ nudging toward on-
line tools, many U.S. cus-
tomers are not ready to give
up regular visits to their
nearest branch, complicat-
ing the industry’s efforts to
slim down.

U.S. banks have trimmed
the number of branches by 6
percent since it peaked in
2009, according to Federal
Deposit Insurance Corp.
data. The 93,283 branches
open at the end of last year
was the lowest level in a de-
cade.

Yet analysts who have ex-
amined the data say banks
should have done more to
offset the pressure on reve-
nue from low interest rates
and regulatory demands.

The number of FDIC-in-
sured banks has fallen by
more than 25 percent over
that time even as industry
assets have grown, indicat-
ing room for greater branch
consolidation.

Bank executives argue,
however, that branches re-
main crucial for acquiring
new customers and doing
more business with existing
ones. Closures, they say,

would hurt revenue more
than help reduce costs.

“Our customers still want
to visit us,” Jonathan Vel-
line, Wells Fargo’s head of
ATM and store strategy, told
Reuters in an interview.
“They’re still coming to our
stores and our ATMs at pret-
ty consistent rates.”

Bankers across the indus-
try share that view. They
say online banking comple-
ments traditional services
for U.S. customers, but few
have gone fully digital.

The United States falls
somewhere in the middle
among developed nations in
terms of how aggressively
its banks have been slim-
ming down, according to the
International Monetary
Fund’s population-adjusted
data. They have cut relative-
ly more branches than
banks in Germany, France
or Canada, but not nearly as
many as those in Greece,
Ireland, Spain or Italy.

While other factors are at
play, one difference is that
U.S. customers still routine-
ly use checks and need
branches to process them,
said Rick Spitler, managing
director at consulting firm
Novantas.

FDIC Chief Economist

Richard Brown said he often
fields questions why the in-
dustry still has so many
branches.

“This thesis that we have
mobile banking and high-
tech banking, therefore the
branch offices are dinosaurs
and going away appears to
be substantially overstat-
ed,” he said.

On every corner
The case for reining in

sprawling branch networks
as a way to cut costs looks
compelling.

The traditional branch
costs roughly $2 million to
$4 million to set up and
$200,000 to $400,000 per year
to operate, according to Ed
O’Brien, an analyst at Mer-
cator Advisory Group. For
big banks with thousands of
branches — many of them
clustered in pricey urban
centers — it can get expen-
sive.

For instance, an eight
block stretch near Manhat-
tan’s Penn Station houses 14
bank branches — Astoria
Bank, Apple Bank, Capital
One, Citibank, HSBC, PNC,
TD Bank, Sterling National
Bank, Wells Fargo, two
Bank of America branches,
and three Chase branches.

Yet bank executives argue
that, in a competitive market,
they need to be footsteps away
from the best customers.

Executives at JPMorgan
Chase & Co., the country’s
largest bank, say each
branch earns about $1 mil-
lion in annual profit, but
takes a decade to reach its
full potential.

Chase bankers regularly
scrutinize data on branch
foot traffic and what custom-
ers do while inside to deter-
mine whether a location
should remain open, shut
down or shrink.

The bank has shut 265 lo-
cations since 2013, roughly 5
percent of its network, but
executives insist that
branches remain essential
for JPMorgan’s relation-
ships with customers. They
are the best way to sell cli-
ents many products and ser-
vices ranging from mortgag-
es to investment advice, ac-
cording to Gordon Smith,
JPMorgan’s head of consum-
er and community banking.

“Often I will be asked why
don’t we just accelerate clos-
ings. Why don’t we close 400
or 500 branches?” Smith
said at the 2016 investor day.
“The answer is that custom-
ers won’t go there.”

John Elmore, vice chair-
man of community banking
and branch delivery at U.S.
Bancorp, says branches are
especially important for
small businesses that need
to deposit cash frequently,
prefer to negotiate loans in
person, or want strategic ad-
vice.

“Proximity to their busi-
ness is a very, very impor-
tant factor to their bank se-
lection and their continuing
relationship with a bank,”
Elmore told Reuters.

Cost questions
Banks do keep trying to

steer customers to digital
tools.

They have reduced the
number of tellers and moved
them to the back. Their
ATMs can perform more so-
phisticated tasks and banks
have developed nifty mobile
apps for routine banking
needs. They are even experi-
menting with digital loan
underwriting.

Yet customers still expect
contact with bank staff and
JPMorgan recently had to
hire more tellers after cus-
tomer complaints.

JPMorgan and Wells
Fargo data show most cus-
tomers visit branches sever-

al times every quarter,
though younger clients tend
to visit less often.

It may be too early to tell
what happens in the long
run when a big bank shut-
ters many branches.

Bank of America Corp.,
which has closed a quarter
of its branches since 2009,
could eventually serve as a
test case. The bank says it is
done with cuts, but Keefe
Bruyette & Woods analyst
Fred Cannon calls for more.

He also points to Citizens
Financial Group Inc., Key-
Corp, Comerica Inc. and
Zions Bancorp as banks that
have not slimmed down
enough.

James Abbott, investor
relations chief for Zions,
said the group had eliminat-
ed roughly 20 percent of its
branches since 2009 and con-
tinued to evaluate further
cuts. The other banks did
not provide a comment for
this story.

Cannon argues their costs
are too high, and that they
could eliminate locations
without giving up much rev-
enue.

“I think there’s going to
be a real question about the
cost of that branch infra-
structure,” he said.
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Tech group tomeet
at Portland Bruno’s

PORTLAND — The Maine
Technology Users Group
will hold its season-opening
“Peers & Beers,” co-spon-
sored by Optiv! 4:30-6:30 p.m.
Wednesday, Aug. 24, at
Bruno’s Tavern and Restau-
rant, 33 Allen Ave.

Pre-register at mtug.org
for one free drink ticket at
the Peers & Beers event.

The evening will feature a
brief “Tech Spotlight” pre-
sentation on “Open Source
Network Monitoring.” Jim
Troutman, an independent
IT consultant with 30 years
in the industry, will discuss
his experience with soft-
ware tools that can be man-
aged in-house at minimal
cost.

MTUG will highlight the
upcoming season of educa-

tional webinars and Peers &
Beers events, which run
from fall through spring and
focus on business technolo-
gy topics.

MTUG’s Peers and Beers
events are free, open to all
IT professionals and enthu-
siasts to network in an infor-
mal setting while learning
about a unique technology
topic. There usually are
three held each year — two
in the fall and one in the
spring.

Hammond Lumber
lauded for safety

BELGRADE — The em-
ployees of Hammond Lum-
ber Co.’s Belgrade store
worked more than 1 million
consecutive hours without a
job-related injury or illness
that resulted in lost time be-
tween May 2012 and Novem-

ber 2015. The National Safe-
ty Council has recognized
that accomplishment with
its Million Work Hours
Award.

And, according to Ham-
mond Lumber safety direc-
tor Bruce Pelletier, the
streak is still going.

“We’ve now gone beyond
1,189,500 hours at the Bel-
grade facility,” Pelletier
stated in a company news
release, “and the strong
commitment to keep it going
starts with the Hammond
family’s emphasis on keep-
ing all of us safe. They really
care about the people who
work here and want to make
sure that when we go home
we’re not missing out on
playing with kids because of
an injury.”

Clifton “Skip” Hammond
started the company as a
three-man sawmill in 1953.
Skip’s focus on safety was

shared by his wife, Verna,
and it extended to their son
Donald, grandson Michael,
and granddaughter Sarah
Krizo as Hammond Lumber
grew into one of Maine’s
largest independent build-
ing suppliers. There are
now 13 Hammond Lumber
locations and 450 employ-
ees.

Donald Hammond, who
started the first retail store
next to the sawmill in 1967,
is Hammond Lumber’s pres-
ident, while Mike Hammond
is vice president and Krizo
is employed with the com-
pany as well. Skip and Verna
Hammond are retired but
still involved.

Information about Ham-
mond Lumber Co.’s safety
programs, as well as its
products and services, is
available at 866-HAM-
MOND and hammondlum-
ber.com.


