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Date: November 16, 2020 

To: 2020 Special Committee on Economic Recovery  

From: Alex Orel, SVP-Government Relations 

Kansas Bankers Association 

Re: Economic Update and Policy Recommendations Discussion 

Dear Madam Chair and Members of the Committee: 

I am Alex Orel appearing on behalf of the Kansas Bankers Association (KBA), which was 

organized in 1887 and whose membership includes 99% of the 220 banks and savings & loans 

headquartered in Kansas. Our membership also includes 19 out-of-state commercial banks 

operating in Kansas. The Kansas banking industry employs more than 14,700 Kansans that 

provide financial services across the state. Our organizational mission statement is: 

 

“Together we support our member banks and bankers with leadership, advocacy and 

education to benefit the communities and customers they serve.” 

 

Before COVID fully hit, Kansas bankers were doing everything in their power to help their 

customers survive, from delaying loan payments to waiving fees. When the CARES Act passed, 

Kansas bankers were vital players in the disbursement of the stimulus checks and the 

implementation of the Paycheck Protection Program (PPP). Kansas banks acted as the main 

facilitator between their customers and the Small Business Administration and were working 

around the clock to get those PPP applications submitted and processed in quick manner.  

 

In total, The Paycheck Protection Program provided short-term financial aid to many small 

businesses in Kansas as $5 billion was deployed to 53,000 businesses which has helped preserve 

more than 500,000 jobs.  However, that program does not address the long-term financial needs 

of business borrowers and was also not conducive for many ag producers or those in the 

restaurant and hospitality industry.  

 

Leading into COVID, Kansas had experienced its 5th consecutive year of increased farm 

bankruptcy filings and bank CEOs from across Kansas and have heard that the range of ag 

producers with negative cash flows now will range from 15% to 40%. 

 

Federal Reserve Bank of Kansas City July Economic Outlook Themes  

• Multiple indicators suggest that economic activity bottomed out in April, with more 

recent measurers showing a pick-up in reality.  

• However, activity has not fully rebounded and likely will not for quite some time.  

mailto:kbaoffice@ksbankers.com
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• Fed and fiscal policy action appear to have helped reduce financial stress, but measurers 

of stress remain elevated.  

Key Factors  

• U.S. GDP declined at an unprecedented pace. 

• Job losses continued, but at a slower pace relative to March.  

• Consumer spending had increased but remained below pre-pandemic levels.  

• Transportation activity has been slow to improve, weighing on fuel demand.  

• Inflation likely to remain subdued in the near term.  

 

Federal Reserve Bank of Kansas City October Economic Outlook Themes 

• Activity has picked up faster than expected, supported by easing of virus measurers and 

extraordinary policy support.  

• Substantial risks remain. Virus could drag out the recovery and activity could suffer as 

fiscal support fades.  

• Monetary policy poised to accommodative for some time as new frameworks is put into 

practice.  

Key Factors 

• U.S. GDP rebounded in the third quarter. 

• Recovery is outpacing expectations.  

• Labor market and retails sales moving in the right direction. 

• Wide dispersion: Some sectors come out ahead and some are lagging. 

• Policy support also important for recovery, and a risk.  

 

Policy Recommendations for Economic Recovery 

• Economic Recovery Linked Deposit Loan Program (S Sub for HB 2619 from 2020) 

o Passed overwhelmingly in 2020 in a bipartisan manner.  

o Would create a new low interest loan program using state $60 million in state idle 

funds through the State Treasurers Office and Pooled Money Investment Board to 

“impact invest” back into Kansas communities.  

o Would create a tax exemption for agricultural real estate and rural housing loans 

to help lower interest rates and to provide needed relief to ag producers and help 

stabilize rural communities. 

• Make PPP Loans Exempt from State Income Tax 

o These loans were directed at helping those businesses retain employees and pay 

other expenses while their operation was closed or at reduced capacity.  

o This program has been proven to be successful and have helped saved thousands 

of Kansas businesses, let’s not add any extra burden to these businesses by now 

making those businesses pay taxes on those funds that allowed them to stay in 

business and/or keep employees on the payroll.  

 

Thank you for the opportunity to provide comments before this committee and I would be 

willing to stand for questions at the appropriate time.  
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May 21, 2020 
 
Dear Kansas Senate Members: 
 
On behalf of the members of the (associations listed below) representing businesses in all corners of the 
state, we write to express support for Senate Sub for HB 2619, a bill to help Kansans recover from the 
devastating economic effects of the pandemic and beyond. 
 
As the Kansas legislature considers solutions to address the economic impact of COVID-19, our 
associations have been working with legislative leaders to develop a robust state-level response 
addressing the need for low-cost credit for Kansas businesses.  The availability of low-cost credit is 
vitally important to Kansas business, including farmers and ranchers, as shuttered storefronts, a crippled 
energy sector, low farm commodity prices and disruptions in the food processing sector are causing a 
ripple effect that will negatively impact the cash flows of agricultural operators and small businesses for 
the foreseeable future. The negative economic impact of COVID-19 has been unprecedented and Kansas 
businesses will need both short and long-term credit strategies to remain viable.   
 
We urge state policymakers to arm the business community with the tools needed to restructure debt when 
feasible and to allow Kansas businesses to bring employees back to work.  The road to recovery for our 
business sector will be long and arduous.  Depressed consumer demand, low commodity prices, ongoing 
disruptions in the livestock processing and energy sectors are creating economic headwinds that will make 
access to low-cost credit vitally important for businesses in need of working capital. 
 
Senate Sub for HB 2619 will help provide low-cost credit to struggling business in two ways:   
 
1) establishes an economic recovery linked deposit loan program that will enable Kansas financial 

institutions, (Banks, Credit Unions, etc.) to provide low-interest loans to Kansas small businesses; and   
 
2) establishes a targeted tax deduction that will lower interest rates for Kansans seeking agricultural real 

estate loans and single-family home loans in rural communities. 
 
The Kansas Legislature is strategically positioned to assist small businesses, including farmers and 
ranchers at this critical moment in our state’s history.  Senate Sub for HB 2619 is a straightforward 
solution that will promote business growth, stimulate job creation and bring confidence back to rural areas 
and main streets alike. 

 
 

Associated General 
Contractors of Kansas 

 
Community Bankers 

Association of Kansas 
 

Kansas Agribusiness  
Retailers Association 
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Kansas Bankers Association 

 
Kansas Chamber of 

Commerce 
 

Kansas Dental Association 
 

Kansas Grain and Feed 
Association 

 
Kansas Hospital Association 

 
Kansas Optometric 

Association 

 
Kansas Restaurant & 

Hospitality Association 
 

National Federation of 
Independent Business 

 
Petroleum Marketers & 

Convenience Store 
Association of Kansas 

 
Renew Kansas Biofuels 

Association



$200 MILLION
OVER 20 YEARS
BACK INTO THE HANDS OF 
KANSAS FARMERS & RANCHERS

CHAPTER 12 FARM 
BANKRUPTCIES INCREASED 
23% IN THE PAST YEAR
KANSAS HAD 37 CH 12 
BANKRUPTCIES IN 2019,   
PRE-COVID-19

ENHANCING CREDIT OPPORTUNITIES FOR RURAL KANSAS

$8.28 BILLION
FARM LOANS

$3.86 BILLION
FARM PRODUCTION 

LOANS

KANSAS BANK 
2019 TOTALS

Support Senate Substitue for HB 2619
“Senate Substitute for HB 2619 will promote business growth, stimulate 
job creation, and serve as an incentive for financial institutions to extend 
credit to struggling agricultural and small business borrowers.”

- Doug Wareham, KBA

$4.42 BILLION
FARM REAL ESTATE 

LOANS

$60 MILLION
UTILIZES $6O MILLION IN 
EXISTING STATE IDLE FUNDS

$250,000
INDIVIDUALS MAY BORROW 
UP TO $250,000

ALLOWS QUALIFIED FINANCIAL INSTITUTIONS TO PROVIDE LOW 
INTEREST LOANS TO HELP KANSAS SMALL BUSINESSES

HAVE BEEN 
USING LINKED 

DEPOSIT 
PROGRAMS 

SUCCESSFULLY 
FOR YEARS

MO

OK IA

SOURCE: KANSAS BANKERS ASSOCIATION

ECONOMIC RECOVERY LINKED DEPOSIT LOAN PROGRAM
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• Activity has picked up faster than expected, supported by easing of 

virus measures and extraordinary policy support.

• Substantial risks remain.  Virus could drag out the recovery and activity 

could suffer as fiscal support fades.

• Monetary policy poised to be accommodative for some time as new 

framework is put into practice.  

Outlook themes
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Sources: BEA, NBER, Wolters Kluwer, Haver Analytics3

U.S. GDP rebounded in third quarter
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Recovery is outpacing expectations 
2020 GDP ForecastsSurprise Index

Sources: Citigroup, Bluechip, FRB, Haver Analytics

-8

-6

-4

-2

0

-8

-6

-4

-2

0

Summary of
Economic Projections

Bluechip

June September

q4/q4% chg q4/q4% chg

-200

-100

0

100

200

300

-200

-100

0

100

200

300

A
ug

-1
8

N
ov

-1
8

F
eb

-1
9

M
ay

-1
9

A
ug

-1
9

N
ov

-1
9

F
eb

-2
0

M
ay

-2
0

A
ug

-2
0

% %



FEDERAL RESERVE BANK OF KANSAS CITYFEDERAL RESERVE BANK OF KANSAS CITY

5

Labor market and retail sales moving in right direction

Real Retail SalesUnemployment Rate
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Wide dispersion:  Some sectors come out ahead

6 Sources: BEA, Haver Analytics
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Wide dispersion: Some sectors are lagging

7 Sources: BEA, Haver Analytics
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Virus is driving recovery and presents the greatest risk

8
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So far, U.S. numbers driven by geographic spread
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Policy support also important for recovery, and a risk

Sources: BEA, Haver Analytics10

Government borrowing and transfers as 
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The FOMC’s Forward Guidance

Sources: FRB, Haver Analytics11
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The FOMC’s Forward Guidance

Sources: FRB, Haver Analytics12
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Jerome H Powell: Recent economic developments and the
challenges ahead
Speech by Mr Jerome H Powell, Chair of the Board of Governors of the Federal Reserve
System, at the National Association for Business Economics Virtual Annual Meeting, 6 October
2020.

*   *   *

Good morning. It has been just eight months since the pandemic first gained a foothold on our
shores, bringing with it the sharpest downturn on record, as well as the most forceful policy
response in living memory. Although it is too early for definitive conclusions, today I will offer a
current assessment of the response to the economic fallout of this historic event and discuss the
path ahead.

The Pre-COVID Economy

As the coronavirus spread across the globe, the U.S. economy was in its 128th month of
expansion—the longest in our recorded history—and was generally in a strong position.
Moderate growth continued at a slightly above-trend pace. Labor market conditions were strong
across a range of measures. The unemployment rate was running at 50-year lows. PCE
(personal consumption expenditures) inflation was running just below our 2 percent target.

The economy did face longer-term challenges, as all economies do. Labor force participation
among people in their prime working years had been trending down since the turn of the
millennium, and productivity gains during the expansion were disappointing. Income and wealth
disparities had been growing for several decades. As the expansion continued its long run,
however, productivity started to pick up, the labor market strengthened, and the benefits of
growth began to be more widely shared. In particular, improved labor market conditions during
the past few years encouraged more prime-age workers to rejoin or remain in the labor force.
Meanwhile, real wage gains for all workers picked up, especially for those in lower paying jobs.

Most economic forecasters expected the expansion and its benefits to continue, and with good
reason. There was no economy-threatening asset bubble to pop and no unsustainable boom to
bust. While nonfinancial business leverage appeared to be elevated, leverage in the household
sector was moderate. The banking system was strong, with robust levels of capital and liquidity.
The COVID-19 recession was unusual in that it was not triggered by a buildup of financial or
economic imbalances. Instead, the pandemic shock was essentially a case of a natural disaster
hitting a healthy economy.

Given the condition of the economy, in the early stages of the crisis it seemed plausible that, with
a rapid, forceful, and sustained policy response, many sectors of the economy would be able to
bounce back strongly once the virus was under control. That response would need to come from
actions across all levels of government, from health and fiscal authorities, and from the Federal
Reserve.

It also seemed likely that the sectors most affected by the pandemic—those relying on extensive
in-person contact—would face a long and difficult path to recovery. These sectors and people
working in them would likely need targeted and sustained policy support.

Some asked what the Fed could do to address what was essentially a medical emergency. We
identified three ways that our tools could help limit the economic damage from the pandemic:
providing stability and relief during the acute phase of the crisis when much of the economy was
shut down; vigorously supporting the expansion when it came; and doing what we could to limit
longer-run damage to the productive capacity of the economy.
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The Recession and Nascent Recovery

When it became clear in late February that the disease was spreading worldwide, financial
markets were roiled by a global flight to cash. By the end of the month, many important markets
were faltering, raising the threat of a financial crisis that could exacerbate the economic fallout of
the pandemic. Widespread economic shutdowns began in March, and in the United States, with
many sectors shut down or operating well below capacity, real GDP fell 31 percent in the second
quarter on an annualized basis. Employers slashed payrolls by 22 million, with those on
temporary layoff rising by 17 million. Broader measures of labor market conditions, such as labor
force participation and those working part time for economic reasons, showed further damage.

In response, we deployed the full range of tools at our disposal, cutting rates to their effective
lower bound; conducting unprecedented quantities of asset purchases; and establishing a range
of emergency lending facilities to restore market function and support the flow of credit to
households, businesses, and state and local governments. We also implemented targeted and
temporary measures to allow banks to better support their customers.

The fiscal response was truly extraordinary. The unanimous passage of the CARES Act and
three other bills passed with broad support in March and April established wide-ranging programs
that are expected to provide roughly $3 trillion in economic support overall—by far the largest and
most innovative fiscal response to an economic crisis since the Great Depression.

What have these policies managed to accomplish so far?

First, the substantial fiscal aid has given vital support to households. The rise in transfers
supported necessary spending and contributed to a sharp increase in household saving. Goods
consumption is now above its pre-pandemic level. Services consumption remains low, although
it seems likely that much of this weakness is the byproduct of health concerns and social
distancing, rather than reductions in income and wealth. Consumption held up well through
August after the expiration of expanded unemployment insurance benefits, indicating that savings
from transfer payments continue to support economic activity. A recent Fed survey showed that
households in July had surprisingly upbeat views of their current financial well-being, with 77
percent of adults either “doing okay” or “living comfortably,” an improvement even over the
reading immediately preceding the pandemic.  Still, since it appears that many will undergo
extended periods of unemployment, there is likely to be a need for further support.

Second, aid to firms—in particular, the Paycheck Protection Program—and the general boost to
aggregate demand have so far partly forestalled an expected wave of bankruptcies and lessened
permanent layoffs. Business investment appears to be on a renewed upward trajectory and new
business formation similarly appears to be rebounding, pointing to some confidence in the path
ahead.

Third, after briefly seizing up in March, financial markets have largely returned to normal
functioning, albeit in the context of extensive ongoing policy support. Financial conditions are
highly accommodative, and credit is available on reasonable terms for many—though not all—
households and businesses. Interest-sensitive spending has been relatively strong, as shown in
the housing and auto sectors.

Taken together, fiscal and monetary policy actions have so far supported a strong but incomplete
recovery in demand and have—for now—substantially muted the normal recessionary dynamics
that occur in a downturn. In a typical recession, there is a downward spiral in which layoffs lead
to still lower demand, and subsequent additional layoffs. This dynamic was disrupted by the
infusion of funds to households and businesses. Prompt and forceful policy actions were also
likely responsible for reducing risk aversion in financial markets and business decisions more
broadly.
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While the combined effects of fiscal and monetary policy have aided the solid recovery of the
labor market so far, there is still a long way to go. Payrolls have now recovered roughly half of the
22 million decline. After rising to 14.7 percent in April, the unemployment rate is back to 7.9
percent, clearly a significant and rapid rebound. A broader measure that better captures current
labor market conditions—by adjusting for mistaken characterizations of job status, and for the
decline in labor force participation since February—is running around 11 percent.

The burdens of the downturn have not been evenly shared. The initial job losses fell most heavily
on lower-wage workers in service industries facing the public—job categories in which minorities
and women are overrepresented. In August, employment of those in the bottom quartile of the
wage distribution was still 21 percent below its February level, while it was only 4 percent lower
for other workers.  Combined with the disproportionate effects of COVID on communities of
color, and the overwhelming burden of childcare during quarantine and distance learning, which
has fallen mostly on women, the pandemic is further widening divides in wealth and economic
mobility.

The Road Ahead

I will now turn to the outlook. The recovery has progressed more quickly than generally expected.
The most recent projections by FOMC (Federal Open Market Committee) participants at our
September meeting show the recovery continuing at a solid pace. The median participant saw
unemployment declining to 4 percent and inflation reaching 2 percent by the end of 2023. Of
course, the economy may perform better or worse than expected. The outlook remains highly
uncertain, in part because it depends on controlling the spread and effects of the virus. There is a
risk that the rapid initial gains from reopening may transition to a longer than expected slog back
to full recovery as some segments struggle with the pandemic’s continued fallout. The pace of
economic improvement has moderated since the outsize gains of May and June, as is evident in
employment, income, and spending data. The increase in permanent job loss, as well as recent
layoffs, are also notable.

We should continue do what we can to manage downside risks to the outlook. One such risk is
that COVID-19 cases might again rise to levels that more significantly limit economic activity, not
to mention the tragic effects on lives and well-being. Managing this risk as the expansion
continues will require following medical experts’ guidance, including using masks and social-
distancing measures.

A second risk is that a prolonged slowing in the pace of improvement over time could trigger
typical recessionary dynamics, as weakness feeds on weakness. A long period of unnecessarily
slow progress could continue to exacerbate existing disparities in our economy. That would be
tragic, especially in light of our country’s progress on these issues in the years leading up to the
pandemic.

The expansion is still far from complete. At this early stage, I would argue that the risks of policy
intervention are still asymmetric. Too little support would lead to a weak recovery, creating
unnecessary hardship for households and businesses. Over time, household insolvencies and
business bankruptcies would rise, harming the productive capacity of the economy, and holding
back wage growth. By contrast, the risks of overdoing it seem, for now, to be smaller. Even if
policy actions ultimately prove to be greater than needed, they will not go to waste. The recovery
will be stronger and move faster if monetary policy and fiscal policy continue to work side by side
to provide support to the economy until it is clearly out of the woods.

Given this audience, I would be remiss were I not to mention our review of our monetary policy
strategy, tools, and communications, which concluded recently with our adoption of a flexible
average inflation-targeting regime. My colleagues and I have discussed this new framework in
detail in recent remarks. Today I will just note that the underlying structure of the economy
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changes over time, and that the FOMC’s framework for conducting monetary policy must keep
pace. The recent changes to our consensus statement reflect our evolving understanding of
several important developments. There has been a decline in estimates of the potential or longer-
run growth rate of the economy and in the general level of interest rates, presenting challenges
for the ability of monetary policy to respond to a downturn. On a more positive note, we have
seen that the economy can sustain historically high levels of employment, bringing significant
societal benefits and without causing a troubling rise in inflation. The new consensus statement
acknowledges these developments and makes appropriate changes in our monetary policy
framework to position the FOMC to best achieve its statutory goals.

The forward rate guidance adopted at our September meeting reflects our new consensus
statement. The new guidance says that, with inflation running persistently below our longer-run 2
percent goal, the Committee will aim to achieve inflation moderately above 2 percent for some
time so that inflation averages 2 percent over time and longer-term inflation expectations remain
well anchored at 2 percent. The Committee expects to maintain an accommodative stance of
policy until these outcomes are achieved. The Committee also left the target range for the federal
funds rate unchanged at 0 to 1/4 percent, and it expects it will be appropriate to maintain this
target range until labor market conditions have reached levels that are consistent with the
Committee’s assessments of maximum employment and inflation has risen to 2 percent and is
on track to moderately exceed 2 percent for some time.

We expect that the new framework and guidance will support our efforts in pursuit of a strong
economic recovery.

Thank you. I look forward to our discussion.

See Update on the Economic Well-Being of U.S. Households: July 2020 Results, or SHED, issued in September
2020 and available on the Board’s website at www.federalreserve.gov/publications/files/2019-report-economic-
well-being-us-households-update-202009.pdf. Return to text

Using data from ADP, the Board staff estimate that at the end of April, 41 percent of the workers in the bottom
quartile (based on their previous wage) had lost their jobs, compared with only 13 percent for the other three
quartiles. See the Board’s June 2020 Monetary Policy Report, available
at www.federalreserve.gov/monetarypolicy/files/20200612_mprfullreport.pdf, for more details.

1

2

 
4 / 4 BIS central bankers' speeches

www.federalreserve.gov/publications/files/2019-report-economic-well-being-us-households-update-202009.pdf
www.federalreserve.gov/newsevents/speech/powell20201006a.htm#f1
www.federalreserve.gov/monetarypolicy/files/20200612_mprfullreport.pdf

