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any community banks remained in a defen-
sive position last year, as the issues that
caused so much trouble for the industry in
2008 persisted during 2009. Nevertheless,
the last year was not entirely bleak. There were oppor-
tunities for healthy banks to take advantage of open-
ings left by wounded or distracted competitors (both
large and small). In addition, a backlash against the big
banks caused many businesses and consumers to look to
“Main Street” for their financial services providers.

In part two of the ABA Banking Fournal bank perfor-
mance rankings, we focus on the bright spots of 2009,
examining the tactics used by the most profitable banks
and thrifts with total assets of $3 billion or less.

Ranking methodology
Our ranking assesses the performance of commercial
banks, thrifts, and bank holding companies in four cat-

chapter S institutions; the second two being institutions
with assets between $100 million and $3 billion, again,
split between S-corp and non-S-corp tax status.

Within the four groups, institutions were ranked on
their return on average equity (ROAE) for 2009. Data
was obtained from SNL Financial, LC and reflects
operations for the year ending Dec. 31, 2009. All rank-
ings are based on consolidated statistics for the highest
regulatory reporting level available for each institution.
Where consolidated 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 sub-
sidiary data. Only institutions in business for at least one
year were included.

The rankings focused on institutions that offered
traditional banking services. As a result, we excluded
bankers’ banks, special purpose industrial loan com-
panies and nondepository 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

egories: the first two being institutions under $100 mil-
lion in assets, split between Subchapter S and non-sub-

.
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loans in credit card receivables.
The full consolidated rankings
and full charter-level rankings may
be found at ababj.com, along with
a more detailed explanation of the
ranking methodology. Look for
“Banking’s Top Performers, Part 2.”

Two broad themes emerged

The top performers can be sepa-
rated from the rest by one simple
fact—nearly all found a way to grow
their business in 2009, be it through
organic growth or acquisition. The
median asset growth for all four
groups of top performers far out-
paced that of their peers. In fact, for
three of the four groups, the total

S-Corp Banks & Thrifts with Total Assets of

assets of the top performers grew
at a median rate that was double
the rate of growth experienced by
all institutions. The source of this
growth differed by asset size. Among
institutions with assets of less than
$100 million, growth was primar-
ily organic; while among larger insti-
tutions FDIC-assisted acquisitions
played a greater role.

1. Organic growth

This year’s two top performing
institutions with assets of less than
$100 million—Community Bank of
Bristow, Okla., and Priority Bank
of Ozark, Ark.—both experienced
strong loan growth in 2009. Com-

S100MM to S3B

munity Bank significantly outpaced
its peers in loan growth, driven by
increases in construction and land
development, agricultural produc-
tion, and farm loans. The bank
increased total loans by 9%, com-
pared to median growth of 5% and
3%, respectively, among the top 25
and all small non-S institutions.

At Priority Bank FSB, loans grew
by 18%, far beyond the median
loan growth of 5% experienced by
the top 25 small S-corps and 2%
seen among all small S-corps. This
was driven by growth in residential
mortgage loans outstanding, which
increased by $9.4 million (21%).
Residential mortgages represent

Non-

) Efficiency
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94% of Priority Bank’s total loan
portfolio. Though the thrift’s branch
network is centered in northwest
Arkansas, it operates its mortgage
business on a regional scale, lend-
ing to customers in Arkansas, Okla-
homa, Missouri, Texas, Tennessee,
and Louisiana.

The 9% increase in interest
income provided by these loans
helped to increase net income by
13%. As a result, the thrift post-
ed an ROAE of 43.09%, 649 basis
points higher than the nearest peer
and enough to place Priority Bank
at the top of our small S-corp list
for the second year in a row (no
small feat in these times).

2. Growth via acquisition

As with their large-bank counter-
parts—covered last month—FDIC-
assisted acquisitions played a sig-
nificant role in the performance of
mid-size institutions. Among insti-
tutions with total assets of $100
million to $3 billion, four of the top
five non-S-corps and three of the
top five S-corps participated in an
FDIC-assisted transaction during
2009. The majority of these trans-
actions were transformative, pro-
viding large one-time gains in net
income and increasing the size of
the acquiring institution by 50%
or more. This year’s top perform-
ing large S-corp, Central Bank &

S-Corp Banks & Thrifts with Total Assets of
Less then S100MM

Trust of Lander, Wyo., recorded an
$8.7 million bargain-purchase gain
after acquiring Thermopolis-based
Bank of Wyoming. The transaction
increased Central Bank & Trust’s
assets by 55% and its deposit base
by 51%.

The similarly-named Central
Bancorp of Garland, Tex. (this
year’s top performing non-S-corp
with total assets of between $100
million and $3 billion) increased
total assets by 157% after acquir-
ing Mutual Bank of Harvey, Ill.,
in July 2009. Though Central Ban-
corp is based in the Dallas, Tex.,
metro area, the holding company
has steadily expanded into other cit-

in’;‘eorne;t Efficiency
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ies around the country—includ-
ing Los Angeles; Washington,
D.C.; and New York City. The
acquisition of Mutual Bank and
its 12 branches via an FDIC-
assisted transaction brought
Central Bancorp into Chicago.
This transaction also allowed
Central Bancorp to book a
$271.4 million gain, contribut-
ing to a $158.4 million increase
in the holding company’s net
income relative to 2008.

The acquiring bank or thrift
realized benefits from more
than just the bargain-purchase
gains associated with these
deals. Growth in the acquiring
institution’s customer base was
often translated into growth in
fee income. For example, Mer-
chants Bank of Indiana (head-
quartered in Lynn, Ind., and
No. 8 among large S-corps)
experienced an increase of 73%
in net servicing fees and deposit
service charges, combined.

In addition, some institu-
tions used acquired deposits to
reduce more expensive borrow-
ings, as at Tri City Bankshares,
Oak Creek, Wis. (No. 9 among
large non-S banks and thrifts).
The company reduced its total
borrowings by 54%, compared
to an average decrease of 18%
among all large non-S banks.

Looking ahead

As we reach the halfway
point of 2010, it is clear that
the macroeconomic environ-
ment will remain challenging
(though there are some signs of
improvement). As the examples
above have shown, however, it is
still possible to achieve growth
in tough times. In 2010, com-
munity banks and thrifts should
continue to focus on markets
or lines of business that they
know well, stay connected to
their customers and communi-
ties, and, of course, pursue stra-
tegic acquisitions. H



