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Chief Lending Officer’s Report
We expect opportunities for substantial loan growth 
this upcoming year. We anticipate net originations 
which could far exceed our 70mm total balance 
sheet growth targets. We anticipate 225mm total 
(net) new loans:

• 100mm Conforming Residential  
(with demand for 30yr Fixed and 15yr Fixed)

• 50mm Jumbo Residential  
(with demand for 30yr Fixed)

• 40mm CRE (we have seen incredible demand 
for 10yr Fixed structures earning 75bps of 
additional income versus 5yr Fixed  
structures, but anticipate 5yr Fixed structures 
will be more consistent with interest rate risk 
appetite)

• C&I demand sufficient to replace expected 
maturities and paydowns.

As rates have risen and our customers ex-
pect future rate increases most of our resi-
dential loan demand is for fixed rate loans. 

We anticipate continuing to sell the majority of 
our conforming residential originations, but plan 
to retain 30mm of the higher yielding jumbos. 

We did make $15mm of 10yr CRE Fixed loans over 
the past several months and were able to swap them 
to floating rate with our correspondent bank. Given 
our interest rate position, we may consider allowing 
lenders to make more 10yr CRE loans if we can con-
tinue to swap them to floating rate.

Portfolio Manager’s Report
Our objectives for 2018 will remain unchanged. We 
will continue to avoid credit and interest rate risk. 
We will continue to remain very liquid. Our focus will 
remain a duration target of 3-5 years. We will likely 
continue to buy callable step up agency debentures
and mortgage-backed pass through securities. We 
will also consider floating rate corporate bonds and 
fixed-rate municipals. We will buy more floating rate 
instruments as the Fed continues to raise rates. 
Rates going up means that we do not need to be as
concerned about call protection on our securities.

Retail Deposit Manager’s Report
Our growth in core deposits has been phenomenal 
recently and is expected to grow by an addition $70 
million in 2018. The only unknown is with the Fed 
continuing to increase rates how much our competi-
tion will push to grow market share. We believe that 
this wild card may cause upward pressure on deposit 
prices for us to continue to increase market share.
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CFO / Treasurer’s Report
Based on our favorable results last year we were able 
to pay $1.5 million in dividends in 2017. We anticipate 
the ability to increase this to $2.5 million in 2018. We 
will continue to prudently allocate capital. Our capital 
position will likely limit our asset growth to $70 mil-
lion in organic growth for 2018. We will continue to 
grow deposits and loans at the same pace. 

We have been asked to evaluate the potential acqui-
sition of a branch network that is within our market 
area and includes $170 million of core deposits. Af-
ter an extensive look, we believe that these deposits 
would behave very similarly to our other deposits. 
Based on our reports from our CLO we could abso-
lutely deploy these funds profitably. However, we 
would need to raise $15 million in capital in order to 
fund this growth and maintain our leverage ratio. As 
of right now, 100% of our capital is cash capital. We 
could issue stock in order to fund this acquisition. 
That seems to be our only reasonable alternative, as 
sub debt is really expensive (in the 5.5% to 6% range). 
We think that for this acquisition to make sense it 
needs to stand on its own and stock should be issued 
in order to fund this. See the attached email from the 
investment bank of Dewey, Cheatem, and Howe.

From: Howell, Thurston
Sent: Wednesday, March 07, 2018 11:44 AM
To: Robert Smith <rsmith@bank.com>
Subject: Branch Aquisition Offer

Dear Mr. Smith,
Here at the investment banking firm of ABC Banking, Inc, we are pleased to present the following 
branch network for your consideration. Subject to signing a non-disclosure we are happy to release the 
specifics of the proposed sale to you. It is 3 branches within your marketplace. There is no overlap with 
your branch network. It has 170 million in deposits available at a highly attractive 4% premium. As we 
have discussed previously, we are happy to raise capital for you to complete this purchase if you so 
desire.
Sincerely,
Thurston Howell

Thurston Howell III
Director - Investment Banking
ABC Banking, Inc


