»—#
t&g WEEKLY BRIEFING BY S&B CHIEF ANALYST |

2016 SEIFRIED & BREW TOP 15™ PERCENTILE BANK RELEASE

Hello everyone. Thank you for joining us once again at Seifried & Brew’s weekly briefing. | am Jamie Sumner, Chief
Analyst here at Seifried & Brew. For this week’s webcast we want to go over our release last week of the Top 15t
percentile banks. What we do every year is we rank all institutions across the United States less than $30 billion in
assets and we give them a risk and reward score. It's with a model that we have developed that takes into
consideration both the reward side of the equation as well as that risk side. We put them together and get a
composite score.

So overall what we like to see are banks that are withinside the top 15" percentile [Slide 2]. So these are banks
which we would say have optimally balanced their risk and reward profile. When we go through the list of
institutions [Slide 3] and we start to look at the averages of those banks that are in the top 15 percentile versus
those banks that are outside of it, we begin to see an interesting layout here.

You can see the average risk score of the banks in the top 15" percentile (which would be about 860 banks), you
can see the risk score is 34.98. So this is on a graduated scale, with 100 being the riskiest in our model and 0 being
the least risky, or no risk. Obviously there are no institutions at the Zero mark. But when we look at it, their risk
profile is showing a 34.98, whereas banks in general across the United States, excluding the top 15 percentile, are
ata 42. So we can say that these institutions that have met the criteria to be inside the top 15 percentile are
taking overall less risk withinside of their balance sheet.

Then we look at the reward score, and with banks inside the top 15 percentile, their reward score is around 69,
compared to banks that are not in the top 15" percentile and their risk score on average is a 42. So the profile here
for institutions in the top 15" percentile are those banks that take maybe a moderate level of risk in here, but are
garnering a higher level of return.

When we look at it in terms of ROA and ROE [Slide 4], we can see here that on average banks that do not file under
subchapter S, their average ROA for 2016 was 1.38%, compared to the average non-top 15 percentile bank where
their average was 0.62%. So you have a much broader and much higher level of return on assets. We look at the
sub S banks, they are at a 2.07%, versus the national benchmark of 1.09%. So you can see those institutions that
are inside of our top 15 percentile are garnering, on average, a much higher level of return on average assets.

Now we split out the banks in Subchapter S and Non-subchapter S because of the overall tax advantage. With
inside of that top 15 percentile, about 41% of the banks are Subchapter S. Banks outside of the top 15" percentile
are about 35%. So we have a good weighting to the overall numbers here [Slide 6]. But when we look at the
makeup of performance we can see that the top 15 percentile, their net interest margin is a 4.01%, versus the
national benchmark at a 3.70%. So the top 15" percentile have a higher level of net interest margin.

But the biggest variance here would be with inside of their net overhead. The net overhead for the top 15"
percentile on average is 1.58, compared to the average for the national benchmark at a 2.32. You can see that is
where the biggest difference lies, and that’s the differentiator between top 15 percentile and non-top 15"
percentile beyond the net interest margin. The Top 15 percentile just operates at a much higher level of efficiency
in here. [Slide 7] And we can see that when we look at the components of that net overhead. If you recall net
overhead is the difference between non-interest expense and non-interest income. You can see banks that are
operating inside the top 15 percentile range have on average a non-interest expense of 2.86 compared to 3.09 for
those banks outside of that top 15™ percentile. Also, if you look at the non-interest income, banks inside the top

Page | 1 800 445 4430
© 2017 All rights reserved.



»—#
t&g WEEKLY BRIEFING BY S&B CHIEF ANALYST |

15% percentile, they garner a high level of non-interest income, and on average it’s 1.28 compared to 0.77 for the
national benchmark. However we want to look at this and make sure we aren’t skewing anything. So if you look at
the median numbers for the non-interest income, you can see for the top 15" percentile, it is significantly below
where we see the average at 61 basis points. However at 61 basis points they are still higher than the overall non
15 percentile bank at 0.53 [Slide 8].

So within this, we can see that banks that are inside the top 15" percentile have a level of risk that is around
moderate around the lower end of that risk score, however they are garnering a higher level of return by way of a
slightly higher net interest margin, but even more importantly, a higher level of efficiency because of a lower net
overhead.

If you want to look at the complete list of the top 15 percentile you can visit our website at www.sb15th.com and
at the bottom there is a link to look at the entire listing of that 860+ banks that have made it onto our top 15" peer
group. Have a great week everyone we look forward to seeing you back next week when we look at the release of
the first quarter GDP for 2017. Have a great week.

Materials set forth above are based on transcripts/slides presented from the Seifried & Brew Briefing transmitted on the
above date. For further reference please click on http://seifriedbrew.com/briefings.html

DISCLAIMER

The statements and information contained herein are our opinions only, and not a guarantee, and are based on public information available
as of the date of the briefing only and may be based on both internal and/or external sources that S&B reasonably believes to be reliable.
However, S&B cannot and does not guarantee the accuracy, timeliness or completeness of such information for any particular purpose and
such information is not to be considered to be all-inclusive. This shall not be construed as an offer or as a solicitation of an offer to sell or
purchase any securities that may be mentioned herein. S&B’s opinions expressed herein are based on information deemed current only at the
date of this briefing and is subject to change without notice or any further obligation on the part of S&B to update the same. No person should
make an investment decision solely in reliance on the information contained herein. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE
ACCURACY, COMPLETENESS, TIMELINESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR USE OR PURPOSE OR OTHER OPINION OR
INFORMATION CONTAINED HEREIN IS GIVEN OR MADE BY S&B IN ANY FORM OR MANNER WHATSOEVER.
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