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General Industry Data
As of March 31, 2014
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& $10.4 billion in assets, growing 5% in the last 12 months

& Strong 1.93% annualized ROAA for the first quarter

& Nonperforming assets continued decline to lowest level in
8 years: 0.70% of assets or 6.19% of equity + ALLL*

&R 17.7% average Tier 1 Leverage Ratio, increasing primarily
through earnings




Improving Ratings
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Composite CAMELS Ratings
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1- & 2-rated SSBs went from 77% to 93% in 18 months! °

ThriftPRO
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Statistics from
Last Year




ThritPRO Risk Measure Max Score [ March 2013 Average Score | Standard Deviation
Classified Assets 100  |—) 172 22.6
Management Rating 70 5.3 15.3

Beta Adjusted Gap 45 ) 163 182 135 6.0
Texas Ratio 50 5.3 11.9
Enforcement Action 45 3.8 11.5
Dependency Ratio 50 )] 43 93 65
Efficiency Ratio 50 o5 9.2

Net Interest Margin 50 7 8.8
Asset Growth 50 9.5 8.7

Tier 1 Capital 60 6 8.1

CRE Concentration 50 43 7.6
Risk-Based Capital 60 4.3 7.3

C &I Concentration 50 3 6.5
Construction Concentration 50 13 4.1

De Novo 20 13 3.5

CRE Growth 10 15 2.7
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Statistics from

ThriftPRO

This Year




ThriftPRO Risk Measure [Max Score | March 2014 Average Score | Standard Deviation
Management Rating 70 5.3 15.3
Classified Assets 100 7.0 11.4

C & | Concentration 50 4.5 10.5

CRE Concentration 50 6.0 10.3
Construction 50 3.3 9.9
Texas Ratio 50 3.5 9.7
Risk-Based Capital 60 6.3 9.3
Efficiency Ratio 50 ) )] 3 9.2

Net Interest Margin 50 ) 3 ( 9.2
Interest Rate Risk variable |=sssss) 703 16.3 84 52
Enforcement Action 45 2.3 8.4

Asset Growth 50 7.3 7.7

Tier 1 Capital 60 4.0 6.2
Dependency Ratio 50 3.0 5.0

De Novo 20 1.0 3.1

CRE Growth 10 2.5 2.9

Positive Trends

R Substantial Reduction in Classified &
Nonperforming Assets

R Improved Tier 1 Capital Ratios

3 Controlled growth is a contributing factor

R Reduced Enforcement Actions
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Enforcement Actions

Enforcement Action Score

=
15}

883
9

7.79
’ \,
7
6 N\
5 AN

N7t 383 383 383
4 e
! o— ¢ * = 233 233
2 * g
1
0 : .
%, %, %, 2, %, %, %, 2, %,
<, Z, =, 7. <, -, =, 7 <,
< © © “Z % % % “% %

11

Risky Trends

® Interest Rate Risk is Increasing
R Construction/CRE/C&l concentrations are increasing
r Risk-Based Capital Ratios are decreasing

«r Core profitability is decreasing (higher efficiency ratios,
narrower NIMs)
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IRR Drill Down

&R Average SSB is Asset-Sensitive
&R Market Interest Rates are Still Low
& However; 33% of SSBs are Liability-Sensitive

® Like last year, Per Exams: Risks are Mitigated by
Effective Policies, Management
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Concentration Drill Down

R Average SSB is still under the CRE guidance levels
(100% /300%), but exceeds the growth criterion of
50% over three years.

&R 33% of SSBs have more than 100% of total regulatory
capital invested in commercial credits.




Capital
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Most Effective Strategies to
Stay off the Radar

& Controlled Concentration Risk (Constr., CRE, C&I)

&® Strong Management Rating and No Enforcement Actions
& Strong Capital Ratios & Controlled Growth

&® Low Adverse Classification and Nonperforming Ratios
& Strong Core Earnings (NIM & Efficiency)

&R Balanced/Planned Funds Management
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What is the State of
the Texas Thrift Industry?

Sound

and
Stable
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