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he year 2010 was a transition year

marked by continued challenges for the

industry, albeit with glimmers of good

news for some banking companies. On

the negative side, more FDIC-insured

institutions failed last year than in any
other year since 1992. Changes to Regulation E sig-
nificantly decreased deposit service charge income. Low
interest rates—combined with low demand for credit—
made it difficult to generate interest income.

On the positive side, these same low interest rates
helped the majority of institutions to significantly
lower their funding costs and prompted a wave of resi-
dential mortgage refinancing, helping mortgage servic-
ing income to recover. Credit quality improved, allow-
ing loan loss provisions to be reduced. Asset values
rose, allowing institutions to realize gains (or at the
very least, lower levels of losses) on the sales of securi-
ties, loans, and other assets on their books, while also
contributing to an improvement in trust income that,
in some cases, offset declines in fees elsewhere. And
failed banks provided bargain acquisition opportuni-

Additional data and rankings appear on www.ababj.com

ties for banks with capital to deploy.

Over the past year, the top-performing institu-
tions were able to leverage one or more of the positive
(though most likely temporary) trends listed above to
generate above-average earnings. In Part One of the
19th annual ABA Banking FJournal performance rank-
ings, we will review the financial results and strategies
of the nation’s top-performing largest banks and thrifts.
Part Two of our rankings, which will appear in June,
will highlight the top-performing community banks and
thrifts of 2010 (those with total assets below $3 billion).

Basis of the rankings

Our study ranks the performance of domestic deposi-
tory institutions with assets over $3 billion as of Dec. 31,
2010. Two groups were included in our analysis: publicly
held depository institutions (banks, thrifts, and bank
or financial holding companies) and private or foreign-
owned depositories (described in greater detail below).
A total of 139 public banks, thrifts, and holding com-
panies and 53 private institutions qualified under our
selection criteria. They were ranked by return on average
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total equity (ROAE) for 2010. In
instances where the reported ROAE
was identical for two or more insti-
tutions, 2010 return on average
total assets (ROAA) was used as a
secondary ranking criterion.
Securities and Exchange Com-
mission filings were the source for
public company data, and regula-
tory filings were the data source for
private and foreign-owned institu-
tions. Data for the 2010 analysis
was provided by Highline Finan-
cial, LLC (instead of SNL Finan-
cial, LC, as in years past). Highline
defines companies that are thinly
traded as private institutions where-
as SNL defined these institutions
as public. Some institutions that
appeared on our public rankings list
last year will therefore now appear
on our private list. As a result, we
have re-run last year’s rankings
using Highline’s data to provide a
comparable year-over-year analysis.

The Top Performers

The first significant difference
between 2010 and 2009 is that large
nationwide banks have regained top
performer status. Four institutions
with total assets of over $100 bil-
lion—U.S. Bancorp (#13), Capital
One Financial (#15), PNC Finan-
cial Services Group (#17), and
JPMorgan Chase (#24)—appear on
this year’s list, compared to only
one in 2009 (that single institution,
Wells Fargo & Co. of San Francisco,
Calif., ranked #26 this year). For
the full rankings, please visit www.
ababj.com.

The second (and probably more
significant) difference is that, on
many measures, the gap between
the top performers and the rest nar-
rowed slightly. The average ROAE
among the top 25 was 12.82%, com-
pared to an average ROAE among
all analyzed institutions of -1.18%.
That may not seem narrow, but the
average ratios in 2009 ranged from
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15.38% for the top performers to
-5.47% for all institutions.

The qualities that separate top-
performing institutions from the
rest—and the strategies behind
their performance—have not altered
significantly from last year. Top-
performing institutions remained
more efficient than their peers and
maintained lower levels of nonper-
forming loans. They maintained
yields on assets despite the prevail-
ing interest rate environment—often
through investments rather than
loan growth. The banks and thrifts
that made it into the top 25 con-
tinue to be those institutions that
made acquisitions via both FDIC-
assisted and traditional M&A trans-
actions, booked gains from the stra-
tegic exit of certain operations or
investments, or focused on provid-
ing a diverse range of services to
business customers.

Continued consolidation

FDIC-assisted acquisitions were
less prevalent among the top per-
formers in 2010. Only four of the
top 25 institutions benefited from
this activity in the past 12 months,
compared to eight in 2009, but
those transactions and other one-
time events still had a material

impact on performance.

Bank of the Ozarks, Inc., of
Little Rock, Ark., the top-perform-
ing institution of 2010, engaged in
four separate FDIC-assisted trans-
actions over the course of the year
(and entered into a fifth on Jan. 14,
2011). Acquisitions also brought the
bank up above the $3 billion thresh-
old for this year’s rankings

These four transactions allowed
Bank of the Ozarks to expand into
Alabama, Florida, Georgia, North
Carolina (where the bank had previ-
ously operated an LPO) and South
Carolina. This contributed $35 mil-
lion of before-tax bargain purchase
gains to the bank’s net income.
The bank also sold $265 million
of investment securities to free up
capital for the acquisitions. The sale
of these securities brought Bank of
the Ozarks an additional one-time
gain of $5.4 million. Acquired earn-
ing assets helped to bring the bank’s
net interest margin up to 5.18%,
an increase of 38 basis points com-
pared to 2009 levels. Bank of the
Ozarks realized increases in deposit
service charges, mortgage lending,
and trust income as a result of its
growth. All of this activity resulted
in a 48.5% year-over-year increase
in net income, from $43.1 million



in 2009 to $64 million in 2010,
which helped push its ROAE to
21.37%. The bank’s challenge in
2011 will be to demonstrate its abil-
ity to efficiently manage its greatly
expanded operations.

The return of the one-time item
FDIC-assisted transactions were
not the only one-time event to
impact earnings at this year’s top
performers. On average, noninter-
est income represented 1.64% of
average assets at top-performing
banks and thrifts, a 16 basis-point
increase over 2009, and higher than
the 1.38% average ratio across all
institutions.

Many institutions realized gains
on sales designed to wholly exit
either a type of investment or line
of business. For example, Valley
National Bancorp of Wayne, N.J.
(#20), turned a profit on the sale
of its mortgage-backed securities
portfolio. The bank sold these secu-
rities because it believed that the
current interest rate environment
increased the prepayment risk on
this type of asset. Also, Commerce
Bancshares of Kansas City, Mo.
(#14) decided to exit the student
loan business in 2010 and, in turn,
benefited from a pre-tax gain on the
sale of its student loan portfolio of
$9.8 million.

Focus on businesses

The real driver behind Commerce
Bancshares’ strong earnings, how-
ever, was a different source of
noninterest income—fees from the
company’s corporate card servic-
es. Like many institutions, Com-
merce renewed its focus on business
customers during 2010, using fees
charged for services like payments,
merchant services, and treasury
management to replace reductions
in fees generated through retail
lines of business. Over the past year,
Commerce has worked to expand

its corporate card services nationally
via a strategy that targets medical
professionals. The bank has ben-
efited from both the acquisition of
new customers and increased trans-
action volume among existing cus-
tomers and is currently the ninth
largest issuer of commercial cards in
the country, according to The Nilson
Report. These efforts during 2010
resulted in a $26.4 million increase
in revenues from this line of busi-
ness, contributing significantly to
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2.2% year-over-year growth in non-
interest income at the bank.

Businesses also served as a source
of loan growth, which was a chal-
lenge for all institutions in 2010.
The median top performer saw net
loans increase by only 1.23%, com-
pared to a median decrease in net
loans of 0.46% among all institu-
tions.

Signature Bank of New York,
N.Y. (#10) experienced one of the
highest rates of organic loan growth
among institutions in 2010 at 20%.
This growth was driven by increases
in commercial real estate and multi-
family loan balances. Signature was
established in 2000 to serve private-
ly-owned businesses, their owners
and executives. It grows its business
in part by acquiring experienced
teams of lenders and their support
staff from larger competitors.

Private and foreign-owned institutions
The top-performing private or for-
eign-owned banks fared better on
average than their public counter-
parts in 2010. The average ROAE
among the top ten was 20.80%,
compared to 15.92% for the top
ten public institutions. Drivers of
performance among private insti-
tutions were more varied than in
years past—some institutions boost-
ed earnings via loan growth, others
through improved credit quality and
decreased provision expenses, and
still others through FDIC-assisted

acquisitions. (Continued on p. 36)
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The universe of institutions used
for this analysis includes non-public-
ly traded banks, thrifts, and holding
companies, as well as wholly owned
financial institution subsidiaries
of both privately-held and public-
ly-traded foreign financial services
companies, where the company is
not listed on a major U.S. exchange
and the U. S. subsidiary’s results are
available. Like the public list, the
private and foreign-owned rankings
consider only institutions with more
than $3 billion in total assets.

Wholly owned financial institution
subsidiaries of non-bank companies
(e.g. BMW) were excluded from
these rankings, as these institutions
are not truly comparable. In addi-
tion, any institutions with an indus-
trial loan or nondepository trust
charter, deposits equaling less than
10% of total liabilities, or credit card
loans exceeding 70% of total loans at
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year end 2010 were excluded.

This year’s group of top-ranked
private or foreign-owned institu-
tions contains four new entrants.
However, Woodforest Financial
Group, of The Woodlands, Tex.,
retained its top rank from last year.
While the bank’s earnings decreased
relative to 2009, Woodforest still
posted ROAE that, at 34.56%, was
822 basis points above that of its
closest peer.

Among the rest of 2010’s top ten,
USAA Federal Savings Bank of
San Antonio, Tex., showed one of
the strongest improvements year-
over-year, moving up to 10th this
year with an ROAE of 13.45%.

USAA remains focused on pro-
viding banking and insurance ser-
vices to its core constituency of
armed service members and their
families. Total loans at the bank
increased from $29.6 billion in

2009 to $35.7 billion at yearend
2010. This growth was driven by a
strong increase in consumer lend-
ing, specifically in auto and credit
card loans, as USAA stepped into
the void created by weakened com-
petitors. During 2010, auto loans
increased by $2.1 billion at the bank
and credit card loans increased by
$4.7 billion. This growth resulted in
a 25.5% increase in interest income
which, when coupled with a $195.6
million decrease in the bank’s pro-
vision and relatively flat interest
expense, drove a 148% improve-
ment in net income. l
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