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Let me start this month by thanking everyone for their patience. I am a few days late with this edition after a week 

that was a cross between a horror movie and a Marx Brother film. We had a water pipe break well under the house 

that required jackhammering up part of the slab to find and fix. In all we were five days without water giving me a 

new respect for our forefathers. No sooner had the plumbers finally left and all the dry-out equipment pulled out of 

the driveway the upstairs AC unit decided to have a Freon leak and we had to scramble to get that fixed on Saturday. 

I have been running behind all week and will be finishing this edition over the weekend to get out to you early in the 

week. If I missed an email or message form you in the past week please resend it. 

Community bank Commercial Real Estate exposure is back in the news this week as Morgan Stanley released a report 

suggesting that regulators may force some banks to dial back their exposure. The report said that “Banks have been 

filling the void in the CMBS market, where issuance has declined 50 percent year-on-year. Given increasing concern 

about banks with high CRE exposures and years of loosening underwriting standards, we see a scenario where the 

most exposed banks will be unable to satisfy the CRE market’s financing needs. We believe that the smaller banks 

may end up absorbing most of the increased regulatory scrutiny related to the joint regulatory statement in December, 

given their less frequent exam cycles, higher CRE concentrations, and accelerating origination volumes.”  

Comptroller of the Currency Thomas Curry recently expressed similar concerns saying “CRE lending and 

concentration risk management has become an area of emphasis for regulators,” said Thomas J. Curry, Comptroller 

of the Currency, in his remarks accompanying the release of the OCC's semi-annual risk perspective. CRE portfolios 

have seen rapid growth, particularly among small banks," Curry noted, while pointing out that 406 banks had CRE 

portfolios that had grown more than 50% in the prior three years by the end of 2015. More than 180 of those banks 

more than doubled their CRE portfolios during the past three years. At the same time we are seeing this high growth, 

our exams found looser underwriting standards with less-restrictive covenants, extended maturities, longer interest-

only periods, limited guarantor requirements and deficient-stress testing practices.” 

I went through our portfolio and looked at the banks with high commercial real estate concentrations and came away 

pretty satisfied with what I found. Most of those that do a lot of CRE lending still have solid credit with very small 

loan losses or nonperforming assets. I am monitoring the situation closely but overall credit conditions are still 

excellent even for those banks with heavy CRE exposure. The real fear here is that regulators force a slowdown in 

CRE lending that compresses Net interest margins and profits for some banks. 

Credit conditions continue to be strong pretty much across the board.Performance of first-lien mortgages improved 

during the first quarter of 2016 compared with a year earlier, according to the Office of the Comptroller of the 

Currency’s (OCC) quarterly report on mortgages. The OCC Mortgage Metrics Report, First Quarter 2016, showed 

94.9 percent of mortgages included in the report were current and performing at the end of the quarter, compared with 

94.2 percent a year earlier. The report also showed that foreclosure activity has declined. Reporting servicers initiated 

58,921 new foreclosures during the first quarter of 2016, a 29.1 percent decrease from a year earlier. As first-lien 

mortgage performance improves, the need for other loss mitigation actions declines. Servicers implemented 34,481 

mortgage modifications in the first quarter of 2016. Eighty-seven percent of the modifications reduced borrowers’ 

monthly payments. 
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The largest US banks all passed their 2016 stress test. The fed said that “The nation's largest bank holding companies 

continue to build their capital levels and improve their credit quality, strengthening their ability to lend to households 

and businesses during a severe recession, according to the results of supervisory stress tests announced by the Federal 

Reserve Board on Thursday. The most severe hypothetical scenario projects that loan losses at the 33 participating 

bank holding companies would total $385 billion during the nine quarters tested. The "severely adverse" scenario 

features a severe global recession with the domestic unemployment rate rising five percentage points, accompanied 

by a heightened period of financial stress, and negative yields for short-term U.S. Treasury securities.The firms' 

aggregate common equity tier 1 capital ratio, which compares high-quality capital to risk-weighted assets, would fall 

from an actual 12.3 percent in the fourth quarter of 2015 to a minimum level of 8.4 percent in the hypothetical stress 

scenario. Since 2009, these firms have added more than $700 billion in common equity capital.” All 30 banks passed 

the minimum threshold for surviving a severe downturn. 

The new Beige Book is out last week and it continues to show something of a small bank nirvana. Residential real 

estate activity continued to strengthen since the previous period. Commercial sales and leasing activity remained stable 

or improved in almost all Districts. Overall loan demand increased, although reports on the pace of growth varied 

from steady but slow in Cleveland to strong in St. Louis. Asset quality improved across reporting Districts, except in 

Chicago and Kansas City where it was mostly unchanged. Lending standards were unchanged in New York, 

Cleveland, and Kansas City. Dallas reported relaxed standards for all sectors except energy. If the economy was strong 

enough to justify higher rates that would expand net interest margins the current environment would be community 

bank perfection. It isn’t so we will have to settle for near perfect conditions. 

Keven Dobbs of SNL Financial is not sure that the favorable conditions will be enough to offset the low net interest 

margins. Mr. Dobbs dies a fantastic job covering the community bank space and in his most recent article he wrote 

“Analysts and investors are looking for community banks to collectively show modest loan growth in their second-

quarter results, but for most, it likely will not prove enough to overshadow persistent net interest margin pressure or 

the Street's new worries about amplified uncertainty in the wake of the Brexit vote. When there is uncertainty, people 

tend to retrench, and that's obviously bad for the economy," James Bradshaw, an analyst at investment adviser Bridge 

City Capital LLC, said in an interview. "And when the economy is vulnerable, so are banks." While that is not a very 

cheery outlook the good news is that any developing additional profit pressure will lead some hold outs to go ahead 

and consider selling their bank to a larger institution. 

We did see a couple of comments on bank M&A this week In the aftermath of the Suffolk Bancorp takeover KBW 

released a report saying “While difficult to extrapolate a theme from one transaction, we do not believe that SCNB's 

decision to sell was not completely independent of its more cautious CRE commentary and capital outlook alongside 

Q1 earnings. More specifically, SCNB reported that due to overheated markets, it was intentionally slowing NYC 

CRE production, while the OCC had also implemented individual minimum capital ratios for the bank (Tier 1 

Leverage of 9%). Going forward, it is possible, in our view, that other banks could more seriously consider a sale in 

cases where CRE has represented a majority of the bank's recent growth, and the company is concerned on the quality 

of future growth opportunities and its ability to raise capital as needed. Ultimately, we believe the PBCT / SCNB deal 

could serve as read-across for BDGE, BKU and SBBX in terms of potentially considering a sale given CRE 

portfolio/growth concentrations, and of the three, BKU is currently on our Potential Flippers list.” This is potentially 

big as we have a lot of banks with CRE growth and the FDIC has put everyone on alert that those banks with 300%-

plus CRE to Total Risk based capital and exceed 50% CRE loan growth in the trailing 3-year period. More scrutiny 

could lead to a quicker sell decision as appears to have been the case at Suffolk.  

Fig Partners was out with their midyear M&A review. The report noted that “Bank M&A has picked up some after a 

slow start to the year which was impacted by volatility in the equity markets that lead to significant underperformance 

in the financial sector. Even with some pick-up, deal announcements are ~7% below last year’s pace. We count 118 

transactions announced in 1H-2016 (thru 6/17) with $65 Billion in Assets purchased which compares to 127 deals and 

$66 Billion in Assets in 1H-2015. Bank M&A activity got off to a slow start in 2016 due to the volatility in the equity 
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markets that lead to significant underperformance in the financial sector. As financials began to act better and 1Q16 

earnings came in in-line or slightly better than expected, M&A activity began to pick up. Even with this pick-up, deal 

announcements are approximately 7% below last years pace. We count 118 transactions announced in 1H-2016 (thru 

6/17) with approximately $65 Billion in Assets purchased; which, compares to 127 deals and $66 Billion in Assets in 

1H-2015. Similar to recent years, Bank M&A activity remains concentrated among the smaller banks with limited 

large bank deals announced. Looking forward, deal flow suggests we are on pace for about 240 deals in 2016 down 

slightly from approximately 250 deals in 2015 with acceleration appearing unlikely. Notably, this would mark the 5th 

consecutive year with greater than 200 deals should it occur.”  

Deal flow remains relatively high and unlike FIG I do think we will see some measure of acceleration as Brexit clearly 

mean even lower for even longer when it comes to interest rates combined with the increased CRE regulatory scrutiny 

is going to push more of the smaller banks to throw in the towel and sell the bank. 

I have talked to a lot of bankers in the past year or so who thought that rates would move higher soon and that would 

take some of the heat off form rising regulatory and cost pressures. I have to say I don’t think that’s going to happen 

any time soon. While I enjoyed my traditional Fed nap in mid June when the fed meeting concluded  Janet Yellen and 

friends decided to keep interest rates unchanged. All the momentum they had to hike was gone in the blink of a bad 

jobs report. In her remarks afterwards Janet Yellen told us that the economy was weaker than expected saying 

““Economic growth was relatively weak late last year and early this year. Some of the factors weighing on growth 

were expected. For example, exports have been soft, reflecting subdued foreign demand and the earlier appreciation 

of the dollar. Also, activity in the energy sector has obviously been hard hit by the steep drop in oil prices since mid-

2014. But the slowdown in other parts of the economy was not expected.”  

She also warned that this could all be the new normal. She said ““And I’ve often in my statements and remarks talked 

about headwinds that reflect lingering effects of the financial crisis. To the extent that there are headwinds, I think 

many of us expect that these headwinds would gradually diminish overtime and that’s a reason why you see the upward 

path for rates. But there are also more long lasting or persistent factors that may be at work that are holding down the 

longer-run level of neutral rates. For example, slow productivity growth, which is not just a U.S. phenomenon, but a 

global phenomenon. You know, obviously, there is a lot of uncertainty about what will happen to productivity growth, 

but, productivity growth could stay long for a prolonged time and we have an aging, aging societies in many parts of 

the world that could depress this neutral rate. ” The sense that maybe more of what’s causing this neutral rate to be 

low are factors that are not going to be rapidly disappearing but will be part of the new normal. 

Dividend Increases 

Community banks should be a dividend growth leader for many years now that balance sheets have been restored. 

With tremendous improvements in credit conditions and high capital levels bank managers are now looking for ways 

to return capital and shareholders and we are seeing strong increases in payout across the industry. 

Bank of the Ozarks, Inc. (OZRK) announced its Board of Directors has approved a regular quarterly cash dividend of 

$0.16 per common share payable July 22, 2016 to shareholders of record as of July 15, 2016. The dividend of $0.16 

per common share represents an increase of $0.005 per common share, or 3.2%, over the dividend paid in the previous 

quarter. The Company has increased its quarterly cash dividend in each of the last twenty-four quarters. 

The Board of Directors of The First Bancorp (FNLC)  declared a quarterly dividend of 23 cents per share. This second-

quarter dividend is payable July 29, 2016, to shareholders of record as of July 6, 2016, and is up one cent from the 22 

cents per share the Company paid in each of the past four quarters. Based on the June 22, 2016 closing price of $20.92 

per share, the annualized dividend of 92 cents per share translates into a yield of 4.40%. “The Company posted record 

annual earnings in 2014 and 2015 and record quarterly earnings in three of the past five quarters,” noted the Company’s 

President & Chief Executive Officer, Tony C. McKim. “The Company’s Board of Directors continues to view it 
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appropriate to share these strong earnings with our shareholders in the form of increased cash dividends. Our generous 

dividend payout is very important to our shareholders and we recognize that it remains a key component in our total 

return and the valuation of our shares.” 

The Board of Directors of Fulton Financial Corporation (  FULT ) has declared a quarterly cash dividend of ten cents 

per share on its common stock, payable on July 15, 2016, to shareholders of record as of July 1, 2016. This is an 

increase of one cent per share over the dividend paid in April 2016. 

Parke Bancorp, Inc.  (PKBK)  announced the declaration of a $0.08 per share cash dividend payable on July 29, 2016, 

to its stockholders of record as of the close of business on July 15, 2016.  "Our Board of Directors is strongly 

committed to enhancing shareholder value in our Company.  We are able to pay this dividend as a result of the 

continued profitability of the Company," remarked Vito S. Pantilione, President and Chief Executive Officer, of the 

Company. This is a 10% increase over the prior payout. 

On June 20, the Board of Directors of Waterstone Financial, Inc. (WSBF) declared a cash dividend of $0.08 per 

common share, which represents a 60 percent increase over the dividend paid during the prior quarter. "This dividend 

increase demonstrates the confidence of the board of directors and management team in the strength of the company's 

operations and ability to generate value for our shareholders," said Doug Gordon, CEO of Waterstone Financial, Inc.  

"We are committed to returning capital through dividends and share repurchases, while maintaining ample capital for 

organic growth and potential future strategic investments." 

Investar Holding Corporation (ISTR), the holding company of Investar Bank, declared a quarterly cash dividend of 

$0.01 per share to holders of Investar Holding Corporation common stock. The dividend is payable on July 29, 2016 

to shareholders of record as of July 4, 2016. This represents an 11% increase in the dividend per share compared to 

the prior quarter and is the 11th quarterly dividend paid by Investar Holding Corporation, which follows an 

uninterrupted 11 quarterly cash dividends paid by Investar Bank. 

Home Federal Bancorp, Inc. of Louisiana (HFBL) the holding company for Home Federal Bank announced  that its 

Board of Directors at their meeting on July 13, 2016, declared an increase of 12.5% in the quarterly cash dividend to 

$.09 per share on the Company’s common stock. The dividend is payable on August 8, 2016, to the shareholders of 

record at the close of business on July 25, 2016. “This third annual increase in our dividend rate, and 45th consecutive 

quarterly cash dividend since the Company’s initial public offering in 2005, reflects our continued commitment to 

creating value for our shareholders and confidence in the financial strength and long-term prospects for our Company,” 

said James R. Barlow, President and Chief Executive Officer. 

New Buy Back Plans   

The Regions Financial Corporation (RF) Board of Directors authorized an equity repurchase program for up to $640 

million of the company’s common stock and declared quarterly common and preferred stock dividends. The proposed 

repurchase program was previously announced on June 29, 2016, following the Federal Reserve's indication to 

Regions that it did not object to the company's capital plan and proposed capital actions as part of the 2016 

Comprehensive Capital Analysis and Review (CCAR) process. 

ASB Bancorp, Inc.  ( ASBB) announced  that the Company's Board of Directors approved a stock repurchase program 

whereby the Company may repurchase up to 200,000 shares of its outstanding common stock as and when deemed 

appropriate by management and under any plan that may be deployed in accordance with Rule 10b5-1 of the Securities 

Exchange Act of 1934.  The Rule 10b5-1 repurchase plan allows the Company to repurchase its shares during periods 

when it would normally not beFifth Third Bancorp (NASDAQ: FITB) announced today that the Board of Governors 

of the Federal Reserve System (“the Federal Reserve”) did not object to Fifth Third’s proposed potential capital actions 

from July 1, 2016 through June 30, 2017 included in its capital plan submitted in April under the Comprehensive 
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Capital Analysis and Review (“CCAR”) process. In comments related to this announcement, Greg Carmichael, 

president and CEO of Fifth Third Bancorp, said, “Our 2016 CCAR plan reflects prudent capital management and is 

consistent with our intent to generally maintain regulatory capital ratios at current levels while achieving a healthy 

payout ratio. We are also pleased that we received no objection to potential Vantiv related actions. These results are 

consistent with Fifth Third’s effective credit and capital management policies. active in the market due to its internal 

trading blackout period.  Fifth Third’s capital plan included the following capital actions related to common dividends 

and share repurchases for the period beginning July 1, 2016 and ending June 30, 2017. 

The increase in the quarterly common stock dividend to $0.14 in 4Q 2016 

The repurchase of common shares in an amount up to $660 million, which includes $84 million in repurchases related 

to share issuances under employee benefit plans 

The additional ability to repurchase shares in the amount of any after-tax gains from the sale of Vantiv, Inc. (“Vantiv”) 

stock, if realized. 

BB&T Corporation ( BBT)  announced the board of governors of the Federal Reserve System accepted its capital plan 

and did not object to its proposed capital actions. The capital actions include a recommendation to increase the 

quarterly dividend $0.02 to $0.30, a 7 percent increase. This action will be considered by the board at its July 26 

meeting. The plan also incorporates other uses of capital including the two completed acquisitions (National Penn 

Bancshares and Swett & Crawford) and capital distributions of up to $640 million in share repurchase transactions 

beginning in the third quarter of 2016. "We are pleased to receive the Federal Reserve's non-objection to our plan to 

increase dividends and authorize a share repurchase program," said Chairman and Chief Executive Officer Kelly S. 

King. "This allows us to provide one of the strongest dividend payouts among regional banks. It also demonstrates 

BB&T's continued capital strength and our commitment to serving our clients and communities, as we generate long-

term benefits for our shareholders." 

The PNC Financial Services Group, Inc. ( PNC) announced that the Board of Governors of the Federal Reserve System 

accepted its capital plan and did not object to its proposed capital actions. The capital plan included a recommendation 

to increase the quarterly cash dividend on common stock by $0.04 cents per share, or 7.8 percent, to $0.55 cents per 

share, in the third quarter of 2016. PNC's board of directors is expected to consider this recommendation at its next 

scheduled meeting July 7, 2016. The capital plan also included share repurchase programs of up to $2.0 billion for the 

four-quarter period beginning in the third quarter of 2016. These programs include repurchases of up to $200 million 

related to employee benefit plans. 

Insider Buying 

The power of insider data is well known. When insiders buy shares of the company, they oversee it because they 

believe better times and higher stock prices are ahead. Insider Data is courtesy of the incomparable Jonathon Moreland 

and Inside Insights.com. The following banks had insider buying in the past month: 

Company Trans # Of Price/ Trans Ticker 

 Value Insiders Tan Bk Price To  

Independent Bank Group Inc 605725 3 2.2 39.32 IBTX 

Prosperity Bancshares Inc 293105 1 2.2 45.43 PB 

Century Bancorp Inc 199685 1 0.7 41.93 CNBKA 

Farmers National Banc Corp 131136 3 1.5 8.9 FMNB 

Southwest Bancorp Inc 115620 1 1.3 17.18 OKSB 

First Citizens BancShares Inc 113029 1 1.1 239 FCNCA 
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First Bancorp 109992 3 1.3 17.93 FBNC 

Codorus Valley Bancorp Inc 99940 1 1.1 19.99 CVLY 

Fidelity Southern Corporation 99813 1 1.6 15.03 LION 

First Keystone Corp 93080 1 1.6 26 FKYS 

Prudential Bancorp Inc of PA 69176 2 1.2 14.75 PBIP 

Virginia National Bankshares Corp 61480 1 1 24.51 VABK 

Farmers & Merchants Bancorp 58000 1 1.8 580 FMCB 

First Community Financial Partners Inc 43250 1 1.4 8.65 FCFP 

Mid Penn Bancorp Inc 37717 2 1 15.81 MPB 

Old Line Bancshares Inc (MD) 24006 1 1.5 18.48 OLBK 

Isabella Bank Corp 13300 2 1.5 27.88 ISBA 

Coastway Bancorp Inc 11773 1 0.8 12.39 CWAY 

Citizens & Northern Corporation 11677 2 1.4 20.45 CZNC 

Peoples Financial Services Corp 9999 1 1.6 37.58 PFIS 

Access National Corporation 7780 1 1.8 19.45 ANCX 

Heritage Oaks Bancorp 7626 1 1.5 7.59 HEOP 

FNB Bancorp 5674 1 1.2 28.37 FNBG 

 

13D Filings 

We know from the Sterne Agee report released last year as well as practical experience that a 13D filing is a significant 

event for a small bank stock and, more often than not, leads to higher stock prices in the future. 

Joseph Stilwell owns 9.8% of Anchor Bancorp (ANCB) and this week he sent a letter to the bard. The letter said “This 

letter serves to formalize our June 15th meeting and to re-emphasize our belief that Anchor should be sold. When we 

met with you two years ago, your plans to work diligently and improve bank operations sounded reasonable to us. We 

believed you when you promised you were making sincere efforts to position Anchor to maximize shareholder value. 

We understand that you have done your very best. However, continued poor performance highlights the reality that 

Anchor should now be sold. At our June meeting, your statements on further improvement to Anchor’s return on 

equity by the end of 2018 sounded unrealistic to us. In our view, it is not in shareholders’ best interests for management 

and the board to work 2½ more years towards a marginally better - but still inadequate - ROE. Now is the time for 

Anchor to find a suitable merger partner.” 

Lawrence Seidman owns 9.92% of MSB Financial(MSBF) and recently filed a 13d that said “On June 20, 2016, the 

Boards of Directors of MSB Financial Corp. and Millington Bank appointed Lawrence B. Seidman to their respective 

Boards.  His term of office will commence on July 1, 2016.  He has been appointed to the class of directors, the term 

of which expires at the 2017 Annual Meeting.  It is expected that Mr. Seidman will be appointed to the Compensation 

Committee of the Registrant.  Mr. Seidman has served as Manager of Seidman and Associates, LLC and related 

investments groups of Parsippany, New Jersey whose principal business includes investments in financial institutions 

since 1995.  Mr. Seidman also has served as a director for Stonegate Bank since 2009 and ASB Bancorp Inc. and its 

wholly owned subsidiary, Asheville Savings Bank since 2016.  He formerly served on the board of Center Bancorp, 

Inc. from 2007 to 2014 and Naugatuck Valley Financial Corporation from 2014 to January 2016.  There are no 

transactions between Mr. Seidman on the one hand and MSB Financial Corp. and Millington Bank on the other of the 

type required to be disclosed by Item 404(a) of Regulation S-K. 
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Clover Partners filed a 13D announcing a 5.1% ownership in Southwest Bancorp (OKSB). The filing said “The 

Reporting Persons purchased the Common Stock for investment purposes.  The MHC Mutual Conversion Fund 

Group’s intent is to influence the policies of the Issuer and assert shareholder rights, with a goal of maximizing the 

value of the Common Stock. Consistent with its investment purpose, the MHC Mutual Conversion Fund Group has 

engaged and will continue to engage in communications with one or more officers of the Issuer and/or one or more 

members of the board of directors of the Issuer (the “Board”), and/or one or more representatives of the Issuer 

regarding the Issuer, including, but not limited to its business, management, operations, assets, capitalization, financial 

condition, governance, strategy and future plans.  The MHC Mutual Conversion Fund Group has discussed and will 

continue to discuss ideas that, if effectuated, may result in any of the following: a sale or transfer of a material amount 

of assets of the Issuer and/or changes in the Board or management of the Issuer. 

Focus Pick : Citizens Bancshares Corporation (CZBS) 

Citizens Bancshares Corporation operates as the holding company for Citizens Trust Bank that provides various 

commercial banking products and services. The Bank’s primary service area consists of Fulton and DeKalb Counties, 

along with certain portions of Rockdale County; through its branch in Columbus, the Bank also serves Muscogee 

County, Georgia, and through its branches in Birmingham and Eutaw, it serves Jefferson and Greene Counties, 

Alabama. The primary focus of the Bank is the small business and commercial/service firms in the area plus 

individuals and households who reside in or commute to the area. The majority of the Bank’s customers are drawn 

from the described area. 

Citizens is an ethnic bank with majority African American ownership and clientele  as well as a fascinating history  

The banks  website tells the story of its founding and growth . The web site says “Rewind to a simpler time – A time 

of charm and grace – the 1920s and 30s: Decades of Optimism. The innovative forces thrusting into American life 

were creating a new way of living. However, during these two decades, as restrictive Jim Crow legislation was 

organized into law, Atlanta’s African American population became confined to the area between downtown and 

neighborhoods on the city’s east side. It was during this period that Auburn Avenue first achieved prominence as a 

commercial corridor and became home to the city’s emerging black middle class. Composed mostly of small 

businesses, Auburn Avenue was also home to what was described as Atlanta’s “three-legged stool of black finance.” 

The first of these institutions was founded by Alonzo Herndon, a former slave who became the city’s first black 

millionaire. After earning a modest fortune as the owner of a barbershop on Peachtree Street, Herndon founded the 

Atlanta Life Insurance Company in 1905. Six years later an enterprising Texan named Heman Perry formed a second 

black insurance company. In 1921, Standard Life and Citizens Trust Bank, which made the third leg of the city’s black 

financial stool, began extending credit to black homeowners and entrepreneurs who were underserved by the city’s 

white lending institutions. Because Auburn Avenue’s financial institutions amounted to a consolidation of African 

American wealth unique for its time, black Atlantans referred to the street as “Sweet Auburn.” Coined by John Wesley 

Dobbs, the name reflected the avenue’s prominence as a national center of black commerce. Our early years were 

ones of excitement and pride. Customers eagerly lined up to make deposits of their hard-earned money into a bank 

which they could call their own. The goals of the bank were three-fold: to promote financial stability and business 

development; to stress the principles of thrift; and make homeownership possible for a larger number of people. 

This is not an easy bank to buy but it is a well-run bank with lots of capital and strong loan portfolio serving one of 

the strongest metro areas in the country right now. The shares are trading at just 40% of book value so it is an 

outstanding purchase f you can pick up shares near the current price. 

 

 

 



The Community Bank Investor Newsletter – July 2016 

8 

 

 

Statistics 

Market cap ($) 14,630  Yield on earning assets 3.57  Oreo 4,463 

P/E 3.03  Cost of funding earning assets 0.20  TE/TA 12.84 

P/B 0.00  Net interest margin 3.37  Net loans/Deposits 56.20 

P/TBV 29.25  Return on assets 0.67  Non-interest deposits/Deposits 26.93 

Avg volume 565  Return on equity 5.15  Loan loss reserve / Loans 1.15 

52wk high ($) 10.25  Efficiency ratio 83.00  NPA/Assets 1.87 

52wk low ($) 5.49  TCE 38,055  Texas ratio 23.49 

Shares outstanding   Equity to assets 12.96 
 

 
  

Courtesy CompleteBankData.com 

 

 

Quarterly Statistics 

  

 2015 Q4 2015 Q2 2014 Q4 2014 Q2 2013 Q4 2013 Q2 2012 Q4 2011 Q4 2011 Q2 

Assets 388,620 390,986 395,639 406,773 387,733 411,242 395,605 397,160 397,654 

Equity 50,376 49,630 49,567 48,554 46,308 46,631 49,154 48,533 47,072 

Tangible common equity 38,055 37,073 36,774 35,525 33,043 33,130 35,417 34,324 32,627 

Equity/Assets 12.96% 12.69% 12.53% 11.94% 11.94% 11.34% 12.43% 12.22% 11.84% 

TE/TA 12.84% 12.51% 12.29% 11.64% 11.58% 10.94% 11.95% 11.62% 11.18% 

Return on equity (ROE) 5.15% 5.21% 5.44% 4.61% 4.09% 2.81% 1.56% 0.55% -0.33% 

Return on assets (ROA) 0.67% 0.66% 0.68% 0.55% 0.49% 0.32% 0.19% 0.07% -0.04% 

Authorized shares 0 0 0 0 0 0 0 0 0 

Yield on earning assets 3.57% 3.50% 3.71% 3.78% 3.88% 3.73% 4.38% 4.67% 4.73% 

Cost of funding 0.20% 0.20% 0.23% 0.24% 0.25% 0.26% 0.30% 0.44% 0.49% 

Net interest margin 3.37% 3.30% 3.48% 3.54% 3.62% 3.47% 4.09% 4.22% 4.24% 

Efficiency ratio 83.00% 86.46% 85.24% 84.83% 90.00% 93.08% 83.46% 75.71% 84.86% 

OREO 4,463 4,176 4,668 6,808 7,404 6,362 8,195 10,076 10,908 

NPA/Assets 1.87% 1.85% 2.87% 3.09% 2.98% 3.20% 4.01% 6.17% 3.13% 

Loan loss allowance/Loans 1.15% 1.19% 1.22% 1.60% 1.73% 1.92% 1.87% 2.02% 1.79% 

Net loans/Deposits 56.20% 57.65% 55.35% 52.14% 54.05% 51.47% 55.01% 56.85% 55.44% 

Texas ratio 23.49% 23.35% 32.96% 40.93% 42.25% 43.39% 50.87% 74.87% 52.55% 

Non-interest deposits/Deposits 26.93% 24.15% 24.61% 23.78% 21.12% 20.77% 17.47% 17.55% 16.98% 

Courtesy CompleteBankData.com 

Recent News 
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A nearly century-old black-owned bank in Atlanta has seen a flash flood of new customers after a celebrity rapper 

called for African-Americans to pair their protests with their dollars. Atlanta’s Citizen’s Trust reportedly received 

thousands of new accounts and inquiries since Atlanta rapper Michael Render, better known as Killer Mike, angrily 

reacted to the recent police shooting deaths of two black men in Minnesota and Louisiana by calling during a radio 

interview for African-Americans to move their money to black-owned banks. 

http://www.ajc.com/news/business/rapper-taking-all-my-money-to-black-atlanta-bank-a/nry2f/ 

Citizens Trust Bank recently announced plans to move its corporate offices on January 29, 2016. The new office will 

be approximately two miles from its current location. For Citizens Trust Bank, a community financial institution 

mainstay for 95 years, the new office space means improved customer service, new amenities for employees and room 

for growth. 

http://www.prnewswire.com/news-releases/citizens-trust-bank-relocates-its-corporate-offices-300209354.html 

2015 Annual Report 

https://ctbconnect.com/wp-content/uploads/2016/04/4-5_FINAL-Bookmarkedversion-

Citizens_Bancshares_Corp_Annual_Report_2015_Bookmarked.pdf 
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So you want to buy an entire bank (or just a 

portion), let's talk about how… 

Guest Article by Nate Tobik of Completebankdata.com, a web site for bank data and analytics 

"I'm looking to buy an entire bank, have any ideas on what to do?"  That seems like a strange question doesn't it?  Yet 

it's a question I've been asked a number of times over the past few years, and a question that a number of investors 

have more than a passing interest in hearing the answer.  Seeing as there isn't much online,  thought I'd provide a bit 

of a primer on how to buy a bank as well as include information on how regulators and bankers value banks.  This is 

important because it'd be hard to purchase a bank without knowing how to pay for it.  

A bank is just a business like any other except for a few simple details and it's those simple details that make banks 

seem unlike any other business.  And that's what makes buying a bank appear so difficult. 

It wasn't that long ago when a group of business people could form a partnership, raise capital and start a bank from 

nothing.  The financial crisis ended that practice with only two de novo (from scratch) banks receiving regulator 

approval since 2008.  That leaves individuals who want to own a bank with only one choice, they need to purchase an 

existing bank.  

The Purchase  

Buying a bank seems like a daunting task.  Maybe this is because the stereotypical image of a bank is one of an 

imposing institution.  This is an image banks have themselves helped propagate.  Rhetorically I ask how many tiny 

community banks have images on their website of marble buildings with greco columns set high above the road with 

imposing steps when their actual branches look more like a brick rectangle with a drive through?  We imagine our 

money being kept in large secure vaults, not on servers stored as bits.  

Bankers themselves help to create this impression that "we are different."  There is banking specific lingo, there are 

banking specific conferences and bank specific magazines.  These things exist in other industries, but other industries 

share common traits that banking doesn't.  You can have a discussion of logistics or product pricing and most 

executives in any industry will find information that's useful to their specific business.  When bankers talk about 

interest rate risk, or net interest margin compression or deposit growth there is no cross over to other industries.  

There are barriers to entry for the industry, but they aren't as large as some would think they are.  A little education 

can go a long way.  

When investors think of purchasing companies their minds naturally drift to publicly traded companies.  That's because 

purchasing a portion of a public company is easy, it's a few clicks, or at most a phone call to a broker.  Gaining control 

of a public company is much harder and visible.  This is because once investors see another investor is interested in 

purchasing as much as possible of a company they're less willing to sell their own shares.  This usually forces a 

potential acquiring investor to make an offer for the company rather than slowly accumulating shares in the open 

market.  Banks are no different in this regard.  

But one significant difference does need to be mentioned.  There are no ownership limits on non-banking companies.  

For example as an investor I can purchase 25% of a company if the shares are available for purchase.  The same isn't 

true for banks.  The most an investor can purchase in a bank is 9.9% of the bank's stock.  This is because at the 10% 

ownership threshold the FDIC and Federal Reserve consider the owner to be an owner of influence and subject to 

approval and regulation.  There are two ways to pass the 10% threshold, the first is to obtain an waiver from regulators, 
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the second is if a bank is buying shares in another bank, they aren't subject to the same threshold limits.  If a fund 

attempts to purchase more than 10% of a bank without a waiver they could be considered a regulated bank holding 

company and subject to holding company disclosure and regulation.  Not something a casual investment fund wants 

to deal with, unless they intend to become a bank only investment fund.  

At 9.9% an investor can significantly influence a bank, but they don't own it or control it.  A public investor would 

need to make an offer for the entire bank at this point.  While this is a feasible route, it's akin to taking the longer route 

to a destination.  There are quicker and better methods.  

Of the ~6,000 banks in the US only about 1,000 are publicly traded, and by traded I mean they have a ticker associated 

with them.  This means there are 5,000 banks in the US where the owners are private individuals or groups of 

individuals.  These are the types of banks that an investor who wants to own a bank needs to target.  There are a 

number of reasons for this, the first is it's much easier to talk to a private company verses a public company about 

confidential or sensitive information.  A public company needs to issue press releases related to various material 

events.  Private companies don't have this same level of responsibility.  Secondly it's much easier to negotiate a 

transition plan with a private company compared to a public company.  

Let's take a look at how this might work.  The first thing to consider is that banking is a very congenial industry.  

Bankers are friendly and politeness and formality is appreciated.  The bull in the china shop approach that's common 

in the public markets isn't widely accepted or appreciated.  The first place to start would be to talk to the CEO or 

President of a small bank and make your intentions known.  Maybe take them to lunch and let them know you're 

interested in purchasing a bank and would be interested in theirs, or an introduction to any bankers they know who 

might be interested in selling.  This is an important point, you want to work through networks.  A formal introduction 

from a friendly banker is extremely valuable.  There are always banks shopping themselves formally or informally.  

The banker network is aware of these banks, you as an outsider might not be.  The key is to get inside the network.  

Once you find a bank that's willing to sell it's a matter of purchasing your ownership stake.  To find the owners of a 

private bank you need to get a hold of the bank's Y-6 regulatory filing.  I'll make a shameless plug here that we have 

digital versions of every bank holding company's Y-6 filing inside CompleteBankData along with the ability to search 

them and obtain contact information for individuals.  A Y-6 will show who the majority owners are, the number of 

shares they own as well as their ownership percentage.  Interested in buying their shares?  Call these shareholders, or 

have bank management introduce you to the owners.  Once you've figured out a way to purchase a majority ownership 

block you need to determine how much you'll pay for the shares, that's the next section.  

 

The Valuation  

It never fails to amuse me when I visit a financial information site that presumes banks are the same as any other 

business.  These sites will prominently show a bank's EV/EBITDA ratio, or other metrics that are completely 

irrelevant.  Banking financials are unlike other financial statements.  At the most simple level a bank earns a spread 

between their cost of funding and the interest earned on the loans they extend.  Out of this spread they pay salaries, 

pay for operating expenses and pay taxes.  What's left over is considered net income.  See banking really is simple!  

Because banks work differently they're viewed differently by the market as well.  There are two short-hand metrics 

for valuing banks, price to earnings and price to tangible book.  The rest of the market has moved from these simplistic 

measures onto more sophisticated ratios such as EV/adjusted-EBITDA or price to earnings-when-my-grandkids-are-

in-college.  But banking has relied on simplistic short hand measures.  Thrifts and smaller community banks are 

usually valued on a tangible book basis and larger banks with higher returns on capital valued on their earnings.  These 

are quick estimates of value for market participants.  Knowing that a bank trades for 105% of tangible book value 

(TBV) doesn't mean anything itself, it's a relative valuation.  Knowing that a bank trades at 105% of TBV when 
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comparable banks trade for 165% of TBV is meaningful, but it doesn't necessarily mean a bank is cheap either.  It 

simply means there is a discrepancy that needs to be investigated to determine if there is value in the difference.  

When a bank acquires another bank they don't rely on simple metrics.  I'd be laughable to think of a boardroom with 

a Director saying "our target bank is only trading or 95% of TBV, I think we should purchase it."  

Banking is no different than any other industry when it comes to mergers.  A bank looks at an institution to be acquired 

as an opportunity to maximize scale, put idle assets to work, and save on duplicated operating costs.  What's unique 

about banking is that at a high level all of these institutions work the same, that means that a merger is more likely to 

create value compared to a merger outside of banking.  There are differences in operations and cultures, but those 

chasms can be crossed easily.  The fundamentals of merging bank businesses are the exact same, and that's what's 

important.  

In almost every private market the transaction dynamics of a purchase are similar.  An acquirer is granted a detailed 

look at the to be acquired institution after a formal letter of interest and the acquirer makes what's considered a fair 

market offer.  It's rare that a purchaser pays a basement bargain price for a company in the private market deal.  This 

is because the dynamics of the deal are much different.  Unless the seller needs cash ASAP, or has a impaired asset 

bargain deals in private markets just don't exist.  This is because both parties receive access to the same financials and 

a deal is discussed that's agreeable to both parties.  There are no public shareholders to please or worry about. 

Instead alpha is generated in the private market through operational improvement.  A buyer and seller will negotiate 

a fair price for a deal, but the buyer has an idea in the back of their mind on ways they can better utilize the assets they 

are buying.  Maybe they have better customer service, or can cut costs, or can cross-sell, or a variety of other things.  

Buyers pay fair prices and make their money back through operational changes.  That's one of the benefits of being a 

majority owner, you can make changes as you see fit to change an entire organization. 

The way to value a bank is through this lens of operational changes.  The formula we use at CompleteBankData is one 

made popular by Richard Lashley of P&L Capital.  While ultimate credit goes to him for putting the formula on paper 

I had heard the sentiments of his formula explained by those in the industry long before I heard of his specific formula.  

The formula is as follows: look at the to be acquired bank's operating expenses and estimate after tax cost savings.  

Add those savings to the bank's net income and apply a multiple to the projected earnings after cost savings.  The 

concept makes sense on an intuitive level.  A second level of valuation is to estimate additional earnings from putting 

excess capital to work.  Typically in a merger cost savings will provide the largest bang for the buck compared to 

putting capital to work.  That is unless you happen to find one of these banks with 50% of their assets sitting in cash 

waiting to be deployed, but even in that case my guess is there are more than a few cost synergies.  

Now What?  

You now know how to find a bank that's looking to sell and then how to value the bank for purchase, so what's next?  

You write a big fat check and get working!  It's a fallacy to think that one could buy a bank, sit back and collect checks 

without doing anything else.  The money to be made from buying a bank is from putting your fingerprint on the 

institution.  If you do it right a lot of money can be made, if done wrong then at best you can hope there's a government 

backstop to help you out.  

Interested in learning more about banking?  I'm in the process of writing a book on banking.  You can receive a free 

copy of a chapter "Are Banks Risky?" by signing up for our email updates list.  We rarely will email you, but list 

subscribers will receive special deals on the book when it's released and advanced notice on the release date. 

http://www.oddballstocks.com/ 

Focus Pick: Anchor Bancorp (ANCB) 

http://www.oddballstocks.com/


The Community Bank Investor Newsletter – July 2016 

13 

 

As discussed above Joseph Stilwell has filed a 13D suggesting that the bank ptit self up for sale. Should he be 

successful in his efforts the banks shares should fetch more than the current 96% of tangible book value. 

Anchor Bancorp, a Washington corporation, was formed for the purpose of becoming the bank holding company for 

Anchor Bank in connection with the Bank’s conversion from mutual to stock form, which was completed on January 

25, 2011.  In connection with the mutual to stock conversion, the Bank changed its name from “Anchor Mutual 

Savings Bank” to “Anchor Bank.”  At June 30, 2015, we had total assets of $379.2 million, total deposits of $299.8 

million and total stockholders' equity of $63.7 million. 

Anchor Bank is a community-based financial institution primarily serving Western Washington including Grays 

Harbor, Thurston, Lewis, Pierce, and Mason counties. Based on information from the Washington Center for Real 

Estate Research, for the quarter ended December 31, 2014, the median home price in our five-county market area was 

$182,620 a 1.4% decrease compared to the quarter ended December 31, 2013. Existing home sales in our five-county 

primary market area for the quarter ended December 31, 2014 totaled $18.7 million, which reflected an 7.58% decrease 

compared to the quarter ended December 31, 2013.  According to the Department of Labor, the unemployment rate 

in our five-county primary market area averaged 7.3% during June 2015 compared to 6.9% during June 2014. These 

unemployment rates are higher than the national unemployment rates of 5.3% and 6.1%, as of June 2015 and June 

2014, respectively.  A continuation of the overall economic weakness in the counties in our market area could 

negatively impact our lending opportunities and profitability. 

Statistics 

Market cap ($) 60,290  Yield on earning assets 5.17  Oreo 662 

P/E 5.95  Cost of funding earning assets 0.85  TE/TA 15.78 

P/B 0.00  Net interest margin 4.32  Net loans/Deposits 100.81 

P/TBV 95.60  Return on assets 0.48  Non-interest deposits/Deposits 18.56 

Avg volume 2,807  Return on equity 3.03  Loan loss reserve / Loans 1.25 

52wk high ($) 26.94  Efficiency ratio 100.13  NPA/Assets 1.63 

52wk low ($) 15.91  TCE 63,043  Texas ratio 11.35 

Shares outstanding   Equity to assets 15.84    

 

 

Quarterly Statistics 

  

 2015 Q4 2015 Q2 2014 Q4 2014 Q3 2014 Q2 2014 Q1 2013 Q4 2012 Q4 2012 Q3 

Assets 399,563 379,412 377,808 385,859 389,233 393,267 391,457 469,573 466,451 

Equity 63,285 63,723 62,702 53,656 53,675 52,840 52,159 54,399 54,450 

Tangible common equity 63,043 63,488 62,402 53,324 53,308 52,441 51,731 53,834 53,916 

Equity/Assets 15.84% 16.80% 16.60% 13.91% 13.79% 13.44% 13.32% 11.58% 11.67% 

TE/TA 15.78% 16.73% 16.52% 13.82% 13.70% 13.33% 13.21% 11.46% 11.56% 

Return on equity (ROE) 3.03% 1.46% 17.20% -0.41% -0.63% -1.21% -1.95% 0.76% 0.51% 

Return on assets (ROA) 0.48% 0.24% 2.48% -0.06% -0.09% -0.16% -0.26% 0.09% 0.06% 

Authorized shares 0 0 2,477 2,474 2,474 2,470 2,470 2,462 2,460 

Yield on earning assets 5.17% 5.33% 5.30% 9.42% 8.11% 6.79% 5.45% 5.15% 5.26% 
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 2015 Q4 2015 Q2 2014 Q4 2014 Q3 2014 Q2 2014 Q1 2013 Q4 2012 Q4 2012 Q3 

Cost of funding 0.85% 0.86% 1.06% 1.96% 1.68% 1.41% 1.14% 1.35% 1.43% 

Net interest margin 4.32% 4.47% 4.27% 7.41% 6.36% 5.31% 4.21% 3.86% 3.90% 

Efficiency ratio 100.13% 87.11% 89.79% 98.42% 93.51% 91.34% 105.39% 90.87% 88.33% 

OREO 662 797 600 6,092 5,067 5,529 5,013 8,610 5,482 

NPA/Assets 1.63% 0.95% 0.64% 0.64% 1.21% 1.21% 1.58% 0.76% 1.82% 

Loan loss allowance/Loans 1.25% 1.31% 1.45% 1.44% 1.64% 1.52% 1.56% 1.80% 2.32% 

Net loans/Deposits 100.81% 92.62% 91.89% 89.43% 89.77% 86.73% 86.12% 82.62% 84.49% 

Texas ratio 11.35% 6.93% 4.84% 16.09% 18.35% 19.63% 21.66% 22.63% 25.87% 

Non-interest deposits/Deposits 18.56% 17.55% 15.19% 15.25% 15.14% 14.63% 13.01% 12.80% 12.15% 

Data Courtesy of Completebankdata.com 

 

 

Top Institutional Holders 

Holder Shares Date Reported % Out Value 

Stilwell Value LLC 242,966 Mar 30, 2016 9.90% 5,899,214 

Stieven Capital Advisors, L.P. 232,703 Mar 30, 2016 9.48% 5,650,029 

Manufacturers Life Insurance Co. 228,273 Mar 30, 2016 9.30% 5,542,468 

AllianceBernstein, L.P. 106,832 Mar 30, 2016 4.35% 2,593,881 

Frigate Ventures, LP 75,251 Mar 30, 2016 3.07% 1,827,094 

Teton Advisors, Inc 49,400 Mar 30, 2016 2.01% 1,199,432 

Bridgeway Capital Management, Inc. 25,000 Mar 30, 2016 1.02% 607,000 

Vanguard Group, Inc. (The) 22,827 Mar 30, 2016 0.93% 554,239 

Creative Planning 21,200 Jun 29, 2016 0.86% 500,955 

Wedbush Securities Inc 19,800 Mar 30, 2016 0.81% 480,744 

Source: Yahoo Finance 

 

Other Stocks in This Issue 
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Symbol Company yld p/tbv 

ANCB Anchor Bancorp 0 0.96 

ASBB ASB Bancorp Inc 0 1.08 

OZRK Bank of the Ozarks Inc 1.52 2.59 

BBT BB&T Corp 2.96 1.81 

FNLC First Bancorp Inc 3.91 1.73 

FULT Fulton Financial Corp 2.64 1.58 

HFBL Home Federal Bancorp Inc of louisiana 1.45 1.03 

MSBF MSB Financial Corp 0 1.06 

PKBK Parke Bancorp Inc 2.15 0.95 

PNC PNC Financial Services Group Inc 2.53 1.19 

RF Regions Financial Corp 2.69 1.05 

OKSB Southwest Bancorp Inc 1.57 1.31 

WSBF Waterstone Financial Inc 1.46 1.17 

 

Key Takeaways 

Regulatory pressure over commercial real estate lending could hurt earnings growth at some smaller banks forcing 

them to consider a sale. 

Although there are some concerns about 2nd quarter earnings data form the Fed is showing a robust environment for 

smaller banks 

Although we have a bit of a summer lull insider and institutional buying continues on community banks 


