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Nearly 700 banks have opened for busi-
ness since Jan. 1, 2002, making it one
of the busiest five-year periods for new
bank formations on record. Many of
them are achieving rapid asset growth,
as the charts on the following pages
show. But what about profitability? Put
differently, can 700 brand new banks
really cut it?

Regulators clearly think these new
banks can make a profit, because no
bank opens its doors without making its
case over the course of many months.

“If you don’tshow the bank being prof-
itable during year three, the regulators
are not going to approve your business
plan,” said Gerard Comizio, a partner
in the financial services group of the
law firm Thacher Proffit & Wood LLP,
resident in their Washington DC office.
Furthermore, regulators are asking hard
questions of bank organizers, and are not
accepting “generic” plans. Instead, they
are looking for well-thought-out strate-
gies, which are typically documented in
written plans that run hundreds of pages
and are backed up by extensive pro-forma
assumptions, Comizio said.

Another prerequisite for profit-
ability is management strength. “You
need to pick a good management team,”
Comizio stressed. “What regulators
look for is management with significant
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experience in that local community.”
The board also needs members with
banking and accounting expertise.

So, wharstrategies are workingforthe
startups that have passed muster with
regulators and earned their charters?
Many of these banks have identified a
need for more personalized service ata
community level, or for niche products
and services, Comizio said. For more
insights, we talked to two banks in the
De Novo Class of 2005 that turned a
profit within 12 months of opening
their doors.

For more data on all U.S. banks
formed from 2001 to 2006, visit

www.acb.us/denovo.

Touchdown for Bryant Bank
In Alabama’s Crimson Tide country,
Bryant Bank is living up to its legendary
name by racking up a winning record.

After opening its doors on June 10,
2005, the rookie bank in Tuscaloosa
booked its first quarterly profit on
Dec. 31, 2005. Net income has grown
steadily each quarter, and totaled
$2.967 million for the year through
Sept. 30, 2006. Assets exceeded $170
million at press time.

Founder and Chairman Paul W.
BryantJr.is the son of the late University
of Alabama head football coach Paul

“Bear” Bryant, who led the Crimson
Tide to six national championships.
The younger Bryant, an entrepreneur
who made his fortune operating grey-
hound racetracks, has always been
protective of his father’s legacy and had
never used his famous name on other
companies he owns.

“He put the Bryant name on the com-
munity bank because he wanted to leave
a legacy to his family and his grandchil-
dren,” said president and chief executive
officer Claude Edwards.

Edwards, who quit his job as head
of commercial lending for Regions
Financial Corp. to lead the new bank,
said the ripple effects of bank consolida-
tion are spawning new bank formations,
particularly in growing cities in the
Sunbelt. (A hard-won Mercedes-Benz
assembly plant is a cornerstone of
Tuscaloosa’s thriving economy.) Larger
banks, hesaid, suffer from centralization
and a lack of focus and have replaced
human contact with call centers; new
community banks are cropping up in
large part because they can capitalize on
big banks’ vulnerabilities.

“People are really looking for the
old style of banking — they want a
banker who knows them when they
come in the door,” Edwards said.
“Qur staff was handpicked for their




ability to provide customer service.”

Bryant Bank does a mix of consumer,
construction, and small business lending.
Its net interest margin for the first nine
months of 2006 date stood at 5.21%,
return on assets totaled 3.16%, and return
on equity was 17.97% — all above aver-
age. The bank’s funding costs were below
average at 2.20% of earning assets.

With substantial capitalin its coffers,
the bankis beginning to consider acquir-
ing a mortgage company, Edwards said.
And the bank, which currently boasts
one branch apiece in Tuscaloosa and
Birmingham, envisions expanding its
physical presence, too. Edwards’ play-
book calls for opening two branches in
Tuscaloosa, three in Birmingham, and
two in Baldwin County.

“We want to be the community bank
for Alabama,” Edwards said. After all,
he says with a chuckle, “We're not just
Alabama football — we've got Auburn
fans who bank with us, too.”

Penny-Pinching Pays in Austin
There’snothingflashyaboutIndependent
Bank of Austin SSB, except for its finan-
cial performance. The $95 million-asset
bank, which currently operates out of
cramped rented space in two Austin
office buildings, earned $938 million in
the first three quarters of 2006. That’s not
too shabby for a bank that only opened
its doors on June 6, 2005.

“Real low overhead” is the key to
the bank’s profitability, said president
and CEO Denny Buchanan. “Most
banks are down $1 million after their
first month. We were down $38,000.”
Think second-hand office furniture
instead of gleaming new cherry desks
with brass fittings, and you've got the
idea. Staff members also wear multiple
hats—Buchanan, for instance, is senior
lending officer as well as CEO, whereas
most new banks hire one of each. His
wife, Julie Buchanan, is vice president
of operations and cashier. Chairman
Jack Buchanan (who is no relation to
Julie and Denny) is the hands-on man-
ager of the Georgetown branch.

Independent got off to a running
start with its lending business. “We were
making loans out of our house before we
even got started,” and selling them to
another lender, Denny Buchanan said.
He and the chairman previously worked
together and boast more than 55 years
in combined banking experience. “We
have had a customer following for the
last 20 years,” Denny Buchanan said.

The bank is making “every type of
real estate loan” — loans to builders and

to individuals, land and office develop-
ment loans, and more. As of Sept. 30,
the net interest margin stood at 5.22%,
return on assets totaled 1.65%, and
return on equity was 16.09% — allabove
industry averages. The bank’s funding
costs, at 3.98% of earning assets, are
above the industry average, which is not
unusual for a de novo.

Look in future issues of Community
Banker for updates on how these banks
and other de novos are faring. @
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"~ HLB Mortgage!

Whether a De Novo Bank or well-established in the banking
community, HLB has the mortgage solutions to help grow

your business.

Our parent company, American Home Mortgage (NYSE:AHM)
is one of the top ten mortgage lenders in the nation.
Organized as a REIT, HLB can react quickly to market
conditions and create unique products to help you

stay ahead of your competitors.

Our goal is to exceed your expectations on every level.

Learn how we can help grow your residential

mortgage business today.

Contact HLB at (630) 245-6200
or visit www.hlbmortgage.com
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