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Trends in Net Interest Income and Non-interest Income
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Account availability and fee averages 1999 2002
Dollars except as noted Institution Size Institution Size
All Large Medium Small| All Large Medium Small
Percent offering NOW
(interest checking) Accounts 933 908 967 918 9.6 968 964 96
Single-fee account 1
Percent offering 619 618 496 63 409 632 401 406
Monthly fee (low balance) 824 1037 86 797 871 1006 913 826
Minimum balance to avoid fee  1,014.23 1,444.78 1,096.76 946.6| 1,090.78 1,766.94 1,048.41 1,049.79
Minimum balance to open 687.23 431.34 393.36 686.62) 469.69 606.564 44947 469.37
Single-fee, single-check-charge account 2
Percent offering 124 122 96 138 126 176 123 123
Monthly fee (low balance) 6356 684 708 6.07 706 783 728 6.82
Check charge 021 033 023 0.19 026 033 024 024
Minimum balance to avoid fee  1,002.26 1,643.02 941.09 988.84| 1,034.36 1,407.36 1,007.07 1,010.71
Minimum balance to open 6834 63427 469.07762.13| ©691.06 388.12 3923 760.16
No-fee account
Percent offering 0.9 0.3 1 09 1.8 7.2 13 1.7
Minimum balance to open 1 NS NS NS| 199.44 NS NS NS
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Account availability and fee averages 1999 2002
Dollars except as noted Institution Size Institution Size
Al Large Med. Small All Large Med. Small

Special Account Fees

Stop-payment orders average fee 1526 20.46 17.61 13.70 1893 23.54 21.06 17.00
NSF checks average fee 1 1788 2284 2005 1643 2173 26.19 2341 2014
Overdrafts average fee 2 1766 22.95 2024 1597 2180 26.84 23.69 20.00
Deposit items retumed averagefee 633 747 637 6.6 688 643 682 7.03
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Account availability and fee averages 1999 2002
Dollars except as noted Institution Size Institution Size
Al Large Med. Small Al Large Med. Small

Automated teller machines

Percent offering ATM card 8310 9620 9720 7530 9340 98.30 98.00 89.60
Percent charging annual ATM fee 1620 1310 1020 2030 1030 650 7.20 1320
Average fee $ 797 1547 7356 783 1165 NR 9771 1225
Percent charging ATM card fee 770 260 410 1040 400 120 180 6.00
Average fee $ 416 NS 518 392 639 NS NS 5.73
Percent charging “on others” ATMfee 72.00 8720 7570 6820 69.00 7690 78.50 60.70
Average fee $ 147 127 123 112 144 131 121 104
Percent charging ATM surcharge fee 8150 85.30 8670 7760 89.40 9350 9220 86.60
Average fee § 125 136 128 121 136 142 138 133
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Burden = Non -Interest Expense — Non -Interest Income
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Ratio Bay Bank River Bank
Return on  assets (ROA) 1.40% 1.40%
Net interest margin (NIM) 4.000% 4.625%
Percent of average total assets:
Net interest income 3.20% 3.70%
Noninterest income (fee) 1.40% 0.90%
Operating revenue 4.60% 4.60%
Noninterest expense 3.00% 3.00%
Eaming assets 80.00% 80.00%
Taxes 0.20% 0.20%
65.22% 65.22%
Efficiency Ratio: =0.03/(0.032+0.014) =0.03/(0.037 + 0.009)
40.00% 45.41%
Operating Risk Ratio: =(0.03 -0.014) /0.04 = (0.03 -0.014)/0.04625
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"Net interest income" ,» 33s Jaloe

o4 g e 50 ysi - )
Sib sl 2oy g b ol oS5 0 s - ¥
a3 sla o px> 5 Sib liaal,o slaollo o - ¥

0510 o0 03y ol UL AST S50 g SO sla olils 205k e LS s s - F

3Bb b b 535 i)l e (h39nT Aumsds O Blels ceyd 2l GoB> S

—d

| Jle

Assets Yield Liabilities Cost
0y 5 4 Cand ol (sla 1l $ 500 %8 $ 600 %4
b gp b slaolls $350 %11 $220 %6
QLS oo ol sl ye a5 e ol s $ 150 $ 100
$920
Equity
$ 80
total $ 1000 $ 1000

NIT = ( %8 x 500 + %11 x 350 ) — ( %4 x 600 + %6 x 220 )
NII=78.5-372=413

NIM = 41.3/ 850 = %4.86

GAP =500 - 600 = -100
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Y Jls

D DowoligS o4 F 5 40 wl)ﬂ%\ Syge 5o

Assets Yield Liabilities Cost
030 E 5 4 Cans il sl Tl $500 %9 $ 600 %35
el 5L sla ol $ 350 %11 $220 %6

A ed sl (sl ps a5 Sla ol ls $ 150 $ 100

$920

Equity

$ 80
total $ 1000 $ 1000

NI = (%9 x 500 + %11 x 350 ) — ( %5 x 600 + %6 x 220 )
NII = 83.5 - 43.5=40.3

NIM = 40.3 / 850 = %4.74

GAP = 500 — 600 = - 100

23l b rgb 590 el e 33907 Aunds G BTy 00y3 32! ol als §

Y oJts

Spread ;s zals %) &j50 48
Assets Yield Liabilities Cost
M L [ $ 500 %8.5 $ 600 %5.5
ol #5 b slaglls $ 350 %11 $220 %6
QS e Sl ganl s a5 Lo ol $ 150 $ 100
$920
Equity
$ 80
total $ 1000 $ 1000
NII = ( %8.5 x 500 + %11 x 350 ) — ( %5.5 x 600 + %66 x 220 )
¢

NII =81 -46.5=34.38
NIM = 34.8 / 850 = %4.09
GAP =500 - 600 =-100
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¥ s

Doye C)’““"“‘"’U"’L‘“’ tSL‘z’gsa"xfﬁL‘bgsi‘)b o3l ys g0 4o

Assets Yield Liabilities Cost
$ 1000 %38 $ 1200 %4
oy TP A S uuLM> él.asks._l)b
b 25 b glaalyls $ 700 %11 $ 440 %6
QS ed Sl goal s a5 Sla ol $ 300 $200
$1840
Equity
$ 160
total $2000 $2000

NII = ( %8 x 1000 + %11 x 700) — ( %4 x 1200 + %6 x 440 )
NII=157 - 74.4=82.6

NIM = 82.6 / 1700 = %4.86

GAP = 1000 — 1200 = - 200

2L v erab 9 reliBlnd le B30T Aunds Ay Blely 00y3 O) Boi> als <

PN

Dl Cod S a4 by s g b olls (sbaojlasl o s a5 el o

Assets Yield Liabilities Cost
oxe F5 & S ol (sla ol o $ 540 %8 $ 560 %4
i g5 slaolls $310 %11 $260 %6
A ed bl sl ps a5 Lo ol ls $ 150 $ 100
920 $
Equity
$80

total $ 1000 $ 1000

NIT = (%8 x 540 + %11 x 310 ) — ( %4 x 500 + %6 x 260 )
NI =773 -38=393

NIM = 39.3 / 850 = %4.62

GAP =540 - 560 =- 20
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D aS as,8 48,5 S Duration awl=e
$1000 : (Face value) ol 33!
% 10 : Yl sgm
Jlo Y1) aew, o ( Maturity
B2
100 x1 100 x2 100 x3 1000 x3
(112) . (112 . a2y . (12 25970 .6
D= : - - - - . =273

i 100 1000 951 .96
iy dig
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% 51 55k oy 55
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>3 Jyse3 Duration

Modified  Duration - Macaulay (S;H)Duratlon

%E — Modofied Duration X Ai
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-

dl ¥ 1 olyls o Maturity
%9.4 : Semiannual o, 75
$10000 : Face Value

5.3 . Macaulay L _lul, Duration ¢ aisb acsls Option as s 48,5 cpl a5 5,00 0

.o dalys L 2.68 L (Semiannual)

Modified Duration = 2.56

3L b o 598 53l el e B3] Ausds 4 Bty ) Ga) Fodo als

JB.s
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elgw Lo Goba )L Ub))!

PSS 2R
MVA ol 5L Gyl
MVL Daw )ik b))
AEVE =AMVA -AMVL

DS oo st Jole 9o )-‘-‘lJ oS a5 ool 51k 53]
oy C).u u|).u.!5 -
o 2 3 la ol ls Duration - Y

DGAP =DA - (MVL /MVA )DL

Ay
(I+y)

AEVE=-DGAP l: } MVA

Db e gighe: Y

2BL b c2ab 588 (5iln (e Bl e h3anT Auwis Ay Blely 3] ) Fod als

£

| JBo

%Coup Mat Value Dur
b olyls
A 0929 $ 100 $ 100
Sloyer salyd a5 sla )l
S o Sl SOL (sl
Al ¥ gl slaply $700 % 12 3 § 700 2.69
$oloailiz as 8 5l $200 %8 6 $200 4.99
$900
Lo $ 1000 2.88
SeoligS 08 $ 620 %S5 1 $ 620 1
03y (BlS $300 %7 3 $ 300 2.81
Slos e &5 glaans IS $920 $920
e
Sk slaa J5 $920 $920 1.59
plew Gllo 358> $ 80 $ 80
Pl Olmlo B5i> s b2 I $ 1000 $ 1000
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| JBo

«.’—”(

DA:($700/ $1000)2.69+($200/$ 1000)4.99=2.88

DL:($620/$920)1+($300/ $920)2.81=1.59

DGAP :2.88 —(920/1000) 1.59 =1.42 years

——— R
L 23L b b 598 53l e lE) il e 3907 sy Bty 3 o) oo als

€

Y JBs

ot i 5o G Y o

YTM Value Dur

A8 0gzrg $ 100

&lo s JJJ.) &S slaalyls
A e oll (SGL (ol

Ala ¥ sl slaels

&sloadls as B gl

Lo o

Ca..\aali,f 03y
03w o8lsT

Slogeanie oS ol o 5
S5 s obwl SOL ol

b slo 20y J5
Pl plolo 39>
ple plrlo Goio 5 b ooy I8
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Y J0s

DA ($683/$974)2.69+($191/$974)4.97=2.86
DL:($614/$906) 1+($292/$906)2.80=1.58

DGAP:2.86—(906/974) 1.58 =1.36 years

AEVE =— DGAP {ZI_AL,} MVA

+y)

AEVE:—1.42‘:-1%}$1000=—$12.91

2L b o 598 il el e B3] Ausds 4 Bty ) Gn) Fodo als

Y J0s

oy 5 Olpeis 4 Cad b oy b aslio o la ol )ls ced a5 sas o oLz Positive DGAP
. Sl )JU»L....}
@ Cand b oyl b anslie [0 ooy (b3,] dawgio jebas 45 amo o yLis Negative DGAP

= wlfuuLo 0 y42 C)” ul)....Ju
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DGAP Jula3

5 plow lolo Gai> alidl Gl o 75 Lili8l sl ate Duration G a5 il o
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Pl bl Gsio p 5l ¢ o €55 50 oo WsTgd « a3k ko b oln DGAP &5 s

bl daless

3L b o 598 53l el le B30T Aunds ap Bty S Gl Fodo als

laalyls :

S8 0929

Al ¥ o)l slaely

solaili> a8 5l

Sk gl lls Js
[0 XV
S dlucs sbvos jow
Alo dw 05,0 sla 2165

Al b 00 e (25 3l

Sloygr ase a5 oo ooy S
S8 bl Sl el

S plew S5

$ 100

$ 700
$200
$900
$ 1000

$340
$300
$ 444

$ 1084

$ 80

%Coup

WS o 0l SO (sl slo e .\.J)a oS sl lls:

% 12
% 8

%5
%7
%5

Mat

YTM

% 12
% 8
11.11
% 10

%5
%7
% 8
% 6.57

% 6.57

Market
Value

$ 100

$ 700
$200
$900
$ 1000

$ 340
$300
$ 280
$920

$920

$ 80

JBs

Dur

2.69
4.99

2.88

281
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JB.s

o &5 5o Gl %Y 28 L
Years Market
Mat. YTM Value Dur.

Par

$1,000 % Coup
Assets
Cash $ 100.0

Earning assets
3-yr Commercialloan $ 700.0 12.00%
6-yr Treasury bond $ 2000 8.00%
Total Earning Assets $ 900.0
Non-cash earning asse $ -
Total assets $1,000.0

Liabilities

Interest bearing liabs.
1-yr Time deposit $ 3400 5.00%
3-yr Certificate of depos $ 300.0 7.00%
6-yr Zero-coupon CD* $ 4443  0.00%

Tot. Int Bearing Liabs. $1,084.3

Tot. non-int. bearing $ -
Total liabilities $1,084.3

Total equity $ 80.0

$100.0

3 13.00% $683.5 2.69
6 9.00% $191.0 4.97
12.13% $874.5
$ -
10.88% $974.5 2.86

1 6.00% $336.8 1.00
8.00% $292.3 2.81

6 9.00% $264.9 6.00
7.54% $894.0

7.54% $8940  3.07
$ 80.5

o2 5 lo olls Duration aculow - )

Duration &l,uis oy g5 Olpss pilb owyp- ¥

ples (llo s> (golamdl (05l 4 054 £ Dl s 36 () = ¥

2L b o 598 53l el e B30T Ausds 4 Bty ) i) Fodo als
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J0Ls

Book Value Market Value Book Yield Duration®
Denbosits

MMDA $ 240,000 $ 232,800 2.25% -
Retail CDs $ 400,000 $ 400,000 5.40% 1.1
Savings $ 35,000 $ 33,600 4.00% 1.9
NOW $ 40,000 $ 38,800 2.00% 1.9
DDA Personal $ 55,000 $ 52,250 8.0
Comm'l DDA $ 60,000 $ 58,200 4.8
Total Deposits $ 830,000 $ 815,650 1.6
TT&L $ 25,000 $ 25,000 5.00% -
L-T Notes Fixed $ 50,000 $ 50,250 8.00% 5.9
Fed Funds Purch - - 5.25% -
NIR Liabilities $ 30,000 $ 28,500 8.0
Total Liabilities $ 935,000 $ 919,400 2.0
Equity $ 65,000 S 82.563 9.9
Total Liab & Equity $ 1,000,000 $ 1,001,963 2.6

Off Balance Sheet Notional

Int Rate Swaps - $ 1,250 6.00% 2.8 50,000

Adjusted Equity $ 65.000 $ 83.813 7.9 <

Duration GAP =2.6 — ( $ 919400/ $ 1001963 ) x 2 =0.765

sl oo S 95 igaben VIY o ool gl 5,5 33l e 5 53 % ialidl (2,8

0/76 (0.01/1.06 ) x $ 1001963 = 7.2

33U b e8P 595 55ln (2B 5ad Jle 35907 Qi @ Blets 53 ) Fado als §
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Duration Jaa3 caeb bld)

23y oSl Duration 8s aculbxe il oglane b slaods 5 b ol oS 5 a8 Sl - )
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-l St ST 085 L >

IS 1y basy 5 b olls Duration jeiwe g pglie job a4 Wb SO Judos ol o - ¥
. wles (Monitor)

S o lml b (sl (sloyae delyo &S sl aay 5 o ol)ls Duration s,g0, b sl - ¥

SR 0 e

2Bl b orob 538 cs3lmn reliled cMle cb30aT Aunods @ Bleta 31 dhad Bad auls ¢

Yield Curve Strategy
) 23)0 (38is slo ()3T (

o e

AL e 23D 588 53l e Byl e (35007 Ausde Ay Bleis H3) O BsBa als 4
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<$100M |$1B $10B [>$10B|AlICB
Total interest expense on total liabilities 1.55% 1.56% |1.44% |1.36% |1.34%
Interest expense on deposits 1.49% 143% [122% |1.16% |1.17%
Domestic deposits 1.49% 143% [1.22% |1.02% |1.09%
MMDAs and Saving deposits 0.54% 0.45% |0.35% |0.34% |0.34%
Time deposits < $ 100 k 2.36% 242% [291% (201% 121959
Time deposits > $ 100 k 2.47% 259% [247% [251% |[245%
Deposits foreign offices 0.57% 122% |[1.50% |1.67% |1.62%
Fed Funds Purchased 2.55% 3.83% [4.20% |4.96% |4.54%
U.S notes & other borrowed Funds 3.60% 3.44% |2.88% |3.01% |2.73%
Subordinated notes & deb 3.91% 4.69% [4.25% [4.80% |4.49%
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1- Demand Deposits ) s,las sloos pos
2- NOWs (Negotiable order of withdrawal)
3- ATS (Automatic transfer from Saving)
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Small Time Deposits (Retail CDs)

Large Time Deposits (Jumbo CDs)
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Average Net Cost of Deposit Accounts

Average Net Cost of Deposit Accounts =

Slose sloanje + oy e sloausa - loje pé glaselyo
Sib o eesrs ol esibe Sike X (V-Required ReserveRatio)

(Sl 0p3d o)

3L b 2P 588 3l eyl e (B9aT Aunsds ap BleTy ) i) Fado Ay ¢

5/15/2012



J0s

PSS 2R
Transaction au;e $20.69 - <ol SGb 5 045 o5 Gl ] 4 (slo 0 45 Demand deposit

L 93lo se

$ s
$5515 5 .Lz..:}ue )9194.3 0g>g snila

Net Cost 00 %5

x12=3.29 %

Average Net Cost Deposit Account = 201920 6) 87 D
$5.515x(1-0.5)x(1-0.10)
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Whole sale Liabilities

Lol e 5 ,lubl (sl aa ( Volatile Liabilities >Masl L Hot Money « la_aw g4 ol 4

. 945 o 4xa5 Short — term Non — Core Funding L 5) wos ollsg
AL e e SGL 4 cl alis § 0535 Lol aua Core Funding
DLt oves gla oo
- Jumbo CDs
- Federal Funds Purchased
- Repurchase Agreements
- Euro dollar Time Deposits

- Foreign Deposits
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Jumbo CDs:
- Fixed - Rate
- Variable — Rate
- Callable
- Zero Coupon

- Stock Market Indexed
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2- Individual Retirement Account

3- Foreign Office Deposits

- Euro currency

- Euro dollar
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4 - Federal Funds Purchased
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Repurchase Agreements (RPs)
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. 0,5 0 00 (Intelligent Card) aieiiga sloc,lS 5 b 5l @Yol cnl Jyone j5bas

- Memory Card
- Debit Card
On line
Off line
A3l b 2o 580 sl elBn)d e (B3anT Ausds Ay By 1) Ga) Gads als e

Qg Joo

. " EBT, 0.99%

Online Debit,  EBT, 0.69% Online Debit
4.14% n gng:so/ 3

.53%
Offline Debit,
7.31% Offline Debit,
o 12.68%
ACH, 8.55%

Check, 45.20%
ACH, 11.21%

) Check, 57.79%
Credit Card,
21.52%

Credit Card,
23.40%

Source: The 2004 Federal Reserve Payments Study,
http://www.frbservices.org/Retail/pdf/2004PaymentResearchReport.pdf.

Note: Online debit payments are PIN-based, which includes purchases at the point of
sale with ATM cards, and oftline debit payments, which are signature-based
transactions. EBTs are electronic benefits transfers. Data does not include Fed wire
or CHIPS wire transfers.
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B0 0 5b 95 (65 (e ELE Jlo b 9nT awdo & (Ghste 5 ) Goitor auls o
JCs
Risk
Assets Risk W eighted
$ 1,000 Weight Assets
Cotepory 1: Zeore Percent
Cash & reserve 104,525 0.00% 0
Trading Acconnt 830 0.00% 0
U.S. Treasury & agency secs. 45,882 0.00% 0
Federal Reserve stock 5916 0.00% 0
Total category 1 157,153 0
Category 2: 20 percent
Due form banks / in process 303,610 20.00% 60,722
Int. bearing Dep /FF.S. A97.623 20.00% 09,525
Domestic dep. institutions 38,171 20.00% 7.634
Repurchase agreements (U.S. Treas & agency) 329309 20.00% 65,862
U.S5. Agencies (gov. sponsored) 412,100 20.00% 82,420
State & Muni's secured tax anth 87.515 20.00% 17,503
C.M.O. backed by agency secs. 90,020 20.00% 18,004
SBAs (govt gmaranteed portion) 29,266 20.00% 5.853
Other category 2 assets 0 20.00% 0
Total category 2 1,787.614 357.523
B0 0 5b 95 (65 (e ELE Jlo b 9nT awdo & (Ghste 5 ) Goitor auls ¢
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JUs
Risk
Assets Risk Weighted
$ 1.000 ‘Weight Assets
Cotegory 3: 50 percent
CM.O. backed by mige loans 10,000 50.00% 5,000
State & Muni's / all other 68,514 50.00% 34,257
Real estate: 1-4 family 324.422 50.00% 162,211
Other category 3 assefs 0 50.00% 0
Total category 3 402,936 201,468
Cotegory 4: 100 pereent
Loans comm/agfinst/leases 1,966,276 100.00% 1,966,276
Real estate, all other 383,456 100.00% 383,456
Allowance for Toan and lease Tosses {70,505) 0.00% 0
Otherinvestments 168,519 100.00% 168,519
Premises, eq. other assets 194,400 100.00% 194,400
Other category 4 assets 0 100.00% 0
Total category 4 2,647,146 2,717.651
Tofal Assets before Ofi-Balance Sheet 4.004.849 3,276,642
Z&
(J Risk
Assets Risk ‘Weighted
$ 1.000 Weight Assets
Total Assets before Off Balance Sheet 4004 842 3.276,642
Off-Batance Sheet Contingencies
0% collaicral category J G.O0% [t
20% collateral category 1] 20.00% ]
50% collateral category 364,920 50.00% 132,460
100% collateral category 290,905 100.00% 290.905
Total Confingendies 655,825 473,365
Total Assets and Contimgencies before allowance for 5,650,674 3,750,007
loam and lease Iosses and ATR
Less: Excess allowance for loan and lzase losses (2.152)
Total Asscis and Contimgencics & &
Mim i
Eoquired RBeguired
Actmal Capital Capital
Capital requirements Capital (%) (Minimum)
Tier I @ 4% 199,794 400% 149,914
Total capital @ 8% 399 538 800% 299.828
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