
The 7 Secrets of
Consistently High Performing

Community Banks



Discussion Topics

I. Growth, Consolidation &      
Concentration Trends

II. Consistent High Performance

III. What Makes CHP Banks Different?

IV. What does this mean for me?



Industry Growth, Consolidation & 
Concentration Trends

CAGR = 4.07%
US GDP = 1.44%



Total Assets by Industry Segment

$18.1 Trillion$11.7 Trillion
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+1.24%



Industry Growth, Consolidation & 
Concentration Trends

CAGR = 4.90%



Industry Growth, Consolidation & 
Concentration Trends

Overall CAGR = 0.61% Credit Union CAGR = 3.15%

Community Bank CAGR = 0.19%



Total Assets by Institution Size
$9.0 Trillion Larger Banks > $ 3 B $15.3 Trillion

$2.7 Trillion Smaller Banks < $ 3 B $2.8 Trillion



$8.5 B           $4.0 B            $1.6 B           $650 M $400 M         $144 M

Average Bank Size



Industry Growth, Consolidation & 
Concentration Trends

CAGR = 4.99%
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By 2025 the Average
Community Bank = $525 M



Industry Growth, Consolidation & 
Concentration Trends



Industry Growth, Consolidation & 
Concentration Trends

Commercial Bank 
Acquisitions

Banks 
< $3 Billion

Banks 
> $3 Billion Total

Commercial Banks 1998 9,177 406 9,583

Commercial Banks 
Acquired 1999 - 2017

4,326 153 4,479

Probability of Acquisition 47.1% 37.7% 46.7%

Expected No. of 
Commercial Banks in 

2027

2,851 245 3,096



Does Being a Consistently High 
Performing Community Bank Matter?

By 2027 half of  all currently existing community 
banks will cease to exist

2,500 Banks will disappear
 250 of those will simply fail

 The remaining 2,250
 1,950 will sell at 1.50 Times Tangible Book Value (TBV)

 The remaining 300 will sell at between 1.50 – 2.00 Times TBV
(The Consistently High Performing Community Banks)

For a $300 M 
Asset Bank, 
this could 
mean as 
much as a 

$7.5 ‐ $15 M 
Difference



Industry Performance – Commercial Banks
(1991 – 2016)

1.00%

1.20%



Industry Performance – Commercial Banks
(2012 – 2016)

Most Recent
5 yr. Avg. = 1.00%
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1.10%1.08%

0.87%5 yr. Avg.



Consistently High Performing

Definition:

Top Quartile ROAA
Five Years (2012 – 2016)

Our Focus:

Community Banks   
< $3 Billion in Total Assets



590 Banks in 2016

(287 of which are
Sub S Banks)

49%



Virginia’s Consistently High Performing 
Community Banks

Institution 5 Yr. Avg. ROAA
Access National Bank 1.67%

National Bank of Blacksburg 1.51%

Bank of Southside Virginia      1.45%

First Bank & Trust Company 1.37%



Virginia’s Consistently High Performing 
Community Banks

Institution 5 yr. 
Avg. 

ROAA

Loan Yield Loan / 
Asset Ratio

Comm’l.
Loans / 

Total Loans

PFLL to 
Total 

Income

Efficiency 
Ratio

Access National 
Bank            $1.4 B

1.67% 4.82% 80.30% 77.33% 2.82% 60.97%

National Bank of 
Blacksburg $1.2 B

1.51% 5.22% 52.97% 63.50% 3.63% 44.15%

Bank of Southside 
Virginia      $561 M

1.45% 6.13% 43.46% 38.41% 1.14% 53.53%

First Bank & Trust
Company $1.7 B

1.37% 5.16% 77.83% 73.01% 0.58% 51.52%

Average Community 
Bank

1.00% 4.55% 53.12% 46.50% 3.16% 76.53%

Top 5 – High Performance Indicators





Secret # 2
No additional 
advantage is 

available in  Cost 
of Funding or 
Credit Costs

+0.67%

-0.16%

+0.66%

+0.23%

+0.35%

-0.21%

-0.16%

-0.01%



Secret # 3
High Performing 
Banks Hold 18% 
More Loans

A Favorable Mix Variance is more powerful 
than a price increase



Secret # 4

High Performers have 
more Diversified Loan 

Portfolios

Portfolio Differences
Mortgage +3%
Consumer +2%
Commercial -5%

$170  M Portfolio, - $10 M of CL’s
$500 M Portfolio, - $30 M of CL’s



DEPOSITS FIDUCIARY INTERCHAN
GE TRADING ML OPS IB, ADV, UW INSURANCE BOLI MV ADJ ATM ASSET SALES OREO OTHER

High Performing 0.29% 0.15% 0.29% 0.06% 0.20% 0.04% 0.01% 0.02% 0.05% 0.02% 0.02% 0.01% 0.55%

Average Bank 0.23% 0.21% 0.18% 0.17% 0.14% 0.07% 0.02% 0.02% 0.02% 0.01% 0.01% 0.00% 0.42%
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Sources of Non Interest Income
as a Percentage of Average Assets

Secret #5

High Performing banks rely 
heavily on Interchange 
Income, Deposit Fees & 

Mortgage Loan Operations 
for revenue



+0.69%

+0.24%

-0.07%

+0.67%

Secret # 6

High Performers Effectively 
Price their Assets 22% 

Higher
Than Average Banks



57.35

Secret # 7

To be a High Performing 
Community Bank, you 

MUST be a High 
Efficiency Bank



Implications
“Improvement” in ROAA, Efficiency, Growth all lead 
to Increased Market Value

Strategic Plan Priorities 
Evaluate current position vs CHP Banks 
Assess Capabilities in Each Area vs Goal

Success leads to 
Higher Survival Probability
Higher Price Upon Sale 





CHP - Financial Performance Benchmarks

Desired
Direction



CHP - Financial Performance Benchmarks

Desired
Direction

The Lower
the Better



CHP - Efficiency Benchmarks

Bottom Q

Median

Top Q / CHP
The Fewer
the Better

Desired
Direction



CHP - Efficiency Benchmarks

Desired
Direction

The Fewer
the Better



CHP - Efficiency Benchmarks

Desired
Direction



CHP - Efficiency Benchmarks

Desired
Direction



Other Related Topics & Presentations

Efficiency
The Critical Role of Operating Efficiency in Producing High‐Performance 
Community Banks – May, 2016

Key Operating Efficiency Drivers for Community Banks – June, 2016

Branch Profitability
Omni‐Channels: The Effects of New Technologies on Bank and Branch 
Profitability – November, 2016

Loan Pricing
Loan Growth Strategies for Highly Competitive Markets – February, 2016

Access these presentations directly from either:
www.austinassociates.com www.loanpricingpro.com



Presenter
Jeff Morris joined Austin 
Associates (now ProBank Austin) 
in 1998. He is responsible for 
profitability analysis services and 
works with clients who utilize the 
firm's innovative software 
products, including its 
proprietary 
organization/product/customer 
profitability software and its loan 
and deposit pricing software.  
Jeff has over 35 years of 
experience in various financial 
management roles.
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