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questions than answers. How can smaller

banks best compete with their larger counter-
parts in a low-rate, slow-growth environment? How
will the myriad of new regulations coming out of
the Dodd-Frank Act impact the bottom line? Some
observers are even asking if community banks can
survive in this new environment.

The fact is, community banks remain a vital part of
the financial services industry. Though the full effects
of Dodd-Frank (both intentional and unintentional)
remain to be seen, several community banks may
have already discovered the answer to the first ques-
tion posed above, and, therefore, the means to drive
strong earnings performance. Part 2 of the ABA
Banking Journal annual bank performance rankings
provides highlights of the strategies used by these top
performing banks, thrifts, and bank holding compa-
nies with total assets of $3 billion or less.

T he year 2010 left community banks with more

Non-S Banks & Thrifts with Total Assets of

Ranking methodology
Our ranking assesses the performance of four
groups of community financial institutions, defined
by size and corporate structure:

Non-subchapter S commercial banks, thrifts, and
bank holding companies with consolidated total _
assets less than $100 million;

Non-subchapter S commercial banks, thrifts, and
bank holding companies with consolidated total
assets between $100 million and $3 billion;

Subchapter S commercial banks, thrifts, and bank
holding companies with consolidated total assets
less than $100 million; and

Subchapter S commercial banks, thrifts, and bank
holding companies with consolidated total assets
between $100 million and $3 billion.

Within the four groups identified, institutions were
ranked on their return on average equity (ROAE) for
2010. The 25 institutions with the highest ROAE in
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each category were selected for the
print edition of the rankings. All 100
top performers in each of the four
categories are shown on ababj.com.

Data was obtained from High-
line Financial, LL.C this year, and
reflects operations for the year end-
ing Dec. 31, 2010. Due to this new
data source, we have rerun last
year’s rankings using Highline data
to provide accurate year-over-year
comparisons. As a result, rankings
have changed in certain cases due
to the use of restated data.

All rankings are based on consoli-
dated statistics for the highest regu-
latory reporting level available for
each institution (further detail can

S-Corp Banks & Thrifts with Total Assets of

be found online). Where consolidat-
ed statistics were not available but
data was reported for a subsidiary
that accounted for at least 90% of a
holding company’s assets, we used
subsidiary data.

The rankings focused on institu-
tions that offered traditional bank-
ing services; as a result, we have
excluded from the analysis bankers’
banks, special purpose industrial
loan companies and nondeposi-
tory trusts, as well as institutions
with less than 10% of their assets
in loans, less than 10% of their
liabilities in deposits, or over 70%
of their loans in credit card receiv-
ables. Companies that were not in

S100MM to S3B

operation for the full year also were
excluded.

Highlights from the top performers

As in years past, top-performing
community banks tended to be
those who were best able to capital-
ize on recent trends—rising asset
values, increased refinancing activ-
ity, and, of course, low interest
rates (and costs of funding). One-
time items also continued to play a
role in earnings performance. For
example, at Eastern Federal Bank
of Norwich, Conn. (#1 among non-
S-corps between $100 million and
$3 billion), performance was sig-
nificantly impacted by the rever-
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1 2 Continental Bank, Salt Lake City, UT

Merchants Bank of Indiana, Lynn, IN

Cenlar Federal Savings Bank, Ewing Twp, N)

Charter Bank, Corpus Christi, TX

Union Savings Bank, Cincinnati, OH

Texas Bank, Brownwood, TX

Bank of Montgomery, Montgomery, LA

The Bank, Oberlin, KS

Firstbank, Antlers, OK

Citizens State Bank, Okemah, OK

American State Bank & Trust Co, Williston, ND

NRBC Holding Corporation, Chicago, IL

First National Bank, Stigler, OK
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sal of a securities write-off which
restored $10 million of pre-tax
income. On the whole, however, the
top performers of 2011 were not
only more successful at managing
their balance sheet in a low-yield
environment, but also better able
to take advantage of some of the
same strategies employed by their
larger counterparts—FDIC-assisted
acquisitions and increased opportu-
nities to lend to creditworthy com-
mercial customers.

Ongoing FDIC-assisted acquisitions
Among this year’s large commu-
nity banks and thrifts ($100 million
to $3 billion), the most common

one-time item reported among top
performers was a bargain purchase
gain from an FDIC-assisted acqui-
sition. With 157 bank failures in
2010, healthy institutions had many
opportunities to expand.

Within this group, No. three-
ranked First Michigan Bank of
Troy, Mich., grew the most from
assisted acquisitions during 2010.
The bank completed two FDIC-
assisted acquisitions during the
year and increased total assets
from $91.4 million in 2009 to
$1.7 billion. This growth contrib-
uted to increases in other line items,
including net interest income (due
to higher yielding loans) and fee

income (due to a larger custom-
er base). Most importantly, these
acquisitions brought First Michi-
gan Bank a total of $80.9 million
in other noninterest income, pri-
marily from bargain purchase gains.
Combined, these factors drove an
impressive improvement in earn-
ings performance at the bank and
contributed to an increase in the
bank’s ROAE from 0.52% in 2009
t0 36.61% in 2010.

Larger community banks were
not the only institutions to par-
ticipate in M&A activity. Jeffer-
son Bank of Fayette, Miss., the
top performing non-S-corp with
total assets of under $100 million,
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Top 100 banks and thrifts with <S3 billion assets

Non S-Corps ¢$100 million
2009 Change : 2010 2009
12.62 158 : 17.60 17.55 0.05

2010
Return on Average Equity 14.20

17.24

No

acquired First National Bank of
Rosedale in an FDIC-assisted trans-
action in June 2010. The gain from
this acquisition helped the bank to
increase noninterest income from
0.57% of average assets in 2009 to
11.87% of average assets in 2010.

Continued strength of ag sector
Jefferson Bank also benefits from a
very focused business model. Todd
Turner, the president and CEO of
the bank, stated that the key driver
of the bank’s performance is the
fact that “we know our people, we
know our customers, and we know
what we’re dealing with.” What
Jefferson Bank is dealing with is
primarily farmers involved in the
production of soybeans, corn, rice,
and cotton. Farm and agricultural
production loans made up 57% of
the bank’s loan portfolio in 2010.
Commodity prices have been rising.
The “tremendous” crop year seen in
Mississippi increased loan demand
and also helped the bank to realize
recoveries on loans that had pre-
viously been in nonaccrual status.
The overall health of the institution—
and the expanded lending limits
that came with its increase in size—
allowed it to take full advantage of
opportunities to lend that presented
themselves during the course of the
year. Together, this contributed to
an ROAE of 74.81%, the highest
across the four categories.

Many of Jefferson Bank’s fellow
small institutions also focused on
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Non S-Corps >$100 million
Change

agricultural lending, a sector that
remained strong throughout the
recession. Among the top 100 small
S-corps, agricultural production
and farm loans accounted for 32%
of total loans, compared to 29.4%
among all small S-corps. The same
trend held true for the top 100
small non-S-corps (21.6% com-
pared to 14.5% overall). American
Trust Bank of Kirksville, Mo. (#4
among small non-S-Corps) expand-
ed this business during 2010,
increasing its portfolio of agribusi-
ness loans to $4.8 million from $1.1
million in 2009. This provided the
bank with a new source of interest
income, which grew 31.3% year-
over-year to reach $1.8 million.

Emphasis on commercial lending
The top performing small commu-
nity banks and thrifts that did not
focus on agricultural lending tended
to focus on serving a wider vari-
ety of industries and capturing the
deposits and loans of small busi-
nesses. At Citizens State Bank of
Clayton, Wisc., the top performing
S-corp under $100 million, com-
mercial real estate and commercial
and industrial loans comprised 49%
of the portfolio. “Commercial lend-
ing, particularly loans to small busi-
nesses and commercial real estate, is
our bread and butter,” says Dennis
Vogel, the bank’s president.

This focus and an emphasis on
service helped the bank increase
interest income as a percent of aver-

S-Corps <$100 million

: 22,06
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: S-Corps >$100 million
2009 Change 1 2010 2009  Change
22.11 (0.05) : 2579 2550 0.29

1475 (0.34)

age assets by 14 basis points, year-
over-year, to 6.33% when top per-
formers across all four categories saw
decreases in this ratio of 36 basis
points, on average.

Looking ahead

The financial services industry is in
the midst of a transitional period.
While the future is difficult to pre-
dict, this year’s top performers indi-
cated that stronger competitors are
finding ways to increase share and
grow via strategic acquisitions and a
focus on the financial services needs
of a defined set of customers. l

Vanessa Mambrino (vmambrino@capitalper-

form.com) is a consultant, and Nick Robin is

a business analyst with Capital Performance
Group,Washington, D.C. www.capitalp-
erform.com. The firm provides advisory,
planning, analytic, and project management
support to the financial services industry.

@ Profiles of four more of 2011’s
top performers:

Bank 2, Oklahoma City
Continental Bank, Salt Lake City
Customers Bank, Phoenixville, Pa.
Live Oak Bank, Wilmington, N.C.

# Consolidated rankings of the
Top 100 banks and thrifts in all
four categories

# Charter-level rankings of the
Top 100 banks and thrifts in all
four categories

4 Additional summary statistics



