Executive Summary
	For evaluating Valley Bank, I have chosen a number of profitability ratios to use and compare Valley Bank with the five other banks in my group (The Bank of Southern Connecticut, Connecticut River Community Bank, The Simsbury Bank & Trust Company, The Bank of New Canaan, and Salisbury Bank and Trust Company) and with the market average (all the banks in Connecticut).  Based upon these results, along with strengths, weaknesses, threats, and opportunities, I will make recommendations using the SWOT analysis for Valley Bank. 
Introduction
	Valley Bank in Bristol is a Connecticut state-charted commercial bank.  Their primary Federal Regulation is the FDIC.  They began business on November 15, 1999 after raising $7 million in capital.  The main reason for the birth of this bank was because the founders felt a void existed for people who wanted access to a locally owned bank that would provide personal service and local decision-making.  Valley Bank is a subsidiary of New England Banc Shares, Inc.  New England Banc Shares, Inc. is a Holding Company for Valley Bank and Enfield Federal Savings and Loans Association.  Valley Bank currently has four locations, including two in Bristol, and one in Terryville and Southington.  I obtained their mission statement from their website, “Valley Bank's mission is to be the bank of preference for the communities we serve, operating in a manner that is mutually beneficial to customers, employees, and shareholders.”  Since they were recently acquired by NEBS, I will discuss their corporate structure.  The President, CEO, and Director is David J. O’Connor.  The Chairman is Peter T. Dow, and the SVP and CFO is Scott D. Nogles.    
Bank’s Performance
	The first ratio I have chosen to use is return on equity.  ROE is a measure of how profitable a company is based on the amount of equity investors have invested into the company.  While Valley Bank showed high numbers of 6.89% and 7.91% in 2005 and 2006 respectfully, these numbers would drop in 2007 and 2008 to 1.33% and -3.15%.  Looking at the banks in my peer group, the same pattern has taken place over the last four years, but not as drastic as Valley Bank and the average of all the other banks in Connecticut.  A way that they could improve their ROE, would be to buy back some of their stocks.  When Valley Bank became a subsidiary of NEBS, they offered each stockholder one share of NEBS for each share of Valley Bank they had or the current price of $8.50 for their share.  Buying back shares would lower the equity capital and raise ROE, but it’s not guaranteed that it will raise profits.  The graph below shows the ROE for all three groups over the last four years:  
	The next ratio I will use is the Return on Assets ratio.  The ROA measures how well a company utilizes their assets to generate earnings.  A general pattern over the past two years shows a decline of ROA for Valley Bank along with the average of all the banks in Connecticut.  For the three groups I have graphed, Valley Bank is the only one to generate a negative number again.  A recommendation for this bank would be that their management makes better choices in allocating their resources. 

	For determining how much a bank makes off of interest I have used the Net Interest Margin ratio.  This is their interest income minus their interest expense then divided by two different denominators (Total Assets and Total Earning Assets).  For the first one I have used Net Interest Income divided by Total Assets.  For Valley Bank, there is a small decline over the span, but not bad overall, this is usually because interest costs on deposits and other borrowings are rising due to competition increasing.  For my peer group, It has had the opposite trend over the four years, as it dropped in 2006 and then increased in 2007 and 2008.  For this ratio, it is better to be farther away from zero.  The first chart for Net Interest Margin is as follows:
  
	The next part of Net Interest Margin, I divided the Net Interest Income by Total Earning Assets instead of Total Assets.  Since Total Earning Assets is a lower number than Total Assets, it caused these numbers to be slightly higher than the first set of numbers.  The patterns all are about the same for the three groups, just higher returns than the first NIM. 

	For Net non-interest Margin, the formula is similar to NIM, except it is Total non-interest Income – Total non-interest Expenses.  For the denominator, I used the same two as NIM.  This ratio shows the difference between such things as fees on deposits minus salaries of the people who work there.  The number is usually negative, and they will try to get more fees and watch their non-interest expenses in order to bring the number closer to zero.  The first graph reflects the Net non-interest Margin divided by Total Assets.  For these results, Valley Bank has outperformed the rest in my peer group, but is still below the average of all the Connecticut banks.  Although, Valley Bank is on the rise and it looks as the rest of the banks are going farther away from zero. 

The second half of this equation is dividing the Net non-interest Income by Total Earning Assets.  Since the Total Earning Assets is a lower number, this will mean it will push the averages farther away from zero.  The chart is as follows:
A very important ratio to look at is the Earnings Spread.  This is the difference between borrowing money and lending money.  For the past three years, Valley Bank has outperformed the average of all the Banks in Connecticut.  This is a good sign for the bank, as a strong relationship with the community means that people still have faith in their bank.  

Net Profit Margin is a ratio of how effective a company is from turning their revenues into profit.  While Valley Bank showed high numbers around 18% in 2005 and 2006, they have dropped drastically to -16.52% last year.   This seems to be the trend for most banks, but they are in the only in the group to post a negative number.  I would recommend for the bank to keep costs under control, and joining with NEBS should reduce redundancy costs. 

Asset Utilization is a ratio that takes Total operating revenues divided by Total Assets.  This shows how successful a company is in utilizing their assets to generate revenue, and the effectiveness of managing a bank’s assets. Valley Bank is equal among the rates for asset utilization for my peer group and the banks in Connecticut.

The Equity Multiplier shows a bank’s use of leverage in how they fund their operations.  It is Total Assets divided by Total Equity Capital.  From the graph, it shows that Valley Bank was using much more equity than the other two in 2005 and 2006, but this number significantly dropped in 2007 and 2008.  A way they could raise this number would be to use more debt to finance their assets.  





Recommendations
	For making recommendations, I used the Strengths-Weaknesses-Opportunities-Threats (SWOT) Matrix.  Below, I have listed factors that affect the company and the market.
	Strengths

	1.  Has developed a strong relationship with the community

	2.  Offers Health Saving Accounts

	3.  Has a higher Earnings Spread over the last 3 years than the market average

	4.  Offers a 24-hour drive-up ATM at all four locations

	5.  Offers Valley On-line (V.O.L.) Banking and Bill Pay 



	Weaknesses

	1.  Their ROE has dropped 11.6% in the last 3 years

	2.  For 2008 their ROA is -.48%

	3.  Their Net Profit Margin was at -16.52% for 2008

	4.  Their Equity Multiplier has decreased over the past 3 years

	5.  The stock price of their BHC has dropped over the past few months



	Opportunities

	1.  The bail out of banks will help banks suceed

	2.  People will use a bank that they trust

	3.  People will need loans and mortgages 

	4.  Businesses will look grow and expand

	5.  Students will attend college



	Threats

	1.  People are losing faith in the banking system

	2.  People would rather just hold onto their money

	3.  People are depositing less money





For Strength/Opportunities strategies, it is a firm’s internal strength matched up with opportunities in the market.  For this I have matched up the their strength of developing a strong tie with the community with the opportunity that people will use a bank that they trust (S1,O2).  Based on this, I feel that their management has knowledge of the field, and should look to expand business.  Possibly open more offices in the neighboring towns. Another strategy I would suggest is that they should advertise their services more through the internet (S5,O3,O5).  They offer Valley On-line (V.O.L.) Banking and Bill Pay, and this allows 24-hour a day access to your account on the internet.  You can make payments and view transactions at any time, and this would be beneficial to many customers, if they had more knowledge of it. 
For Weaknesses/Opportunities strategies it is important to take internal weaknesses and make them stronger by capitalizing on opportunities in the market.  Since their ROE was negative for the last year, and the bail out of banks will indirectly help all banks (W1,O1).  I would suggest that they buy back some of their stocks.  Being a subsidiary, they will have greater financial flexibility, and it will be easier for them to raise capital.  Also, the BHC can take on debt of the shareholders on a tax-free basis, and they have more legal authority to repurchase their own stock.  
For Strengths/Threats strategies it is vital for the company to use their strengths to impact threats in the market.  Since they have a strong relationship with the community, and people are losing faith in the banking system (S1,T1).  I would suggest that they use their knowledge and trust of the community to offer seminars to people in their town to express the reasons why the bank is important.  This could help generate more revenue from the citizens as they will feel they can use a bank that they can trust.  
For Weaknesses/Threats strategies it is key to avoid threats and reduce internal weaknesses.  A way they can higher their Net non-interest Margin would be to cut some employees and lower the salaries of others (W5,T2).  This is never a solution you want to use, but in this stage it is better to try that then to stop operation.  
Overall, the performance of Valley Bank has suffered the last year due to economic conditions that have seemed to affect all banks and many businesses.  They aren’t at the point where they need to be in a defensive strategy, but a few more years of generating negative numbers might lead them to shutting down.  Connecticut’s per capita income is higher than the average of the United States, but Connecticut’s personal income growth has declined at a rate greater than the average of the United States over the last few years.  These factors will lead to less people using the bank, and definitely hurts the success of any individual bank.  A turn around in the economy should help the bank in the future.  
Earnings Spread
Valley Bank	2.6294733846813152E-2	2.7358299126170989E-2	2.4803797687911248E-2	2.5032948526894659E-2	Peer Group	3.1982078727881572E-2	2.341338907704258E-2	2.2682458151903784E-2	2.5243829400754005E-2	All CT Banks	2.8148667139162427E-2	2.5302376441832048E-2	2.2452183997641727E-2	2.5527850147130902E-2	Percentage Rate


Net Profit Margin
Valley Bank	0.17853560682046146	0.18547191566463514	8.0211480362537724E-2	-0.16524943310657608	Peer Group	0.25561226087228789	0.18316933470406824	0.14780852138319645	5.7023874310862928E-2	All CT Banks	0.31999165677245461	0.27613889355624632	0.26164127262815273	1.2689400537953321E-2	Percentage Rate
Asset Utilization
Valley Bank	4.7230531009222261E-2	5.5828325824229953E-2	5.6900925395281063E-2	5.3172068489481375E-2	Peer Group	4.999407263003991E-2	5.3416955426572973E-2	5.7542252463926989E-2	5.3354198088690623E-2	All CT Bank	4.8442932488395089E-2	5.5001365544604094E-2	5.5838013962264732E-2	4.9552887761549466E-2	Percentage Rate
Equity Multiplier
Valley Bank	12.451180797522266	13.544733146067415	5.6422770341404727	6.5595772287397942	Peer Group	9.5862366496553939	10.460437493813723	10.655196785953427	12.304103892027625	All CT Banks	8.6839364547943649	8.2457815275003004	6.9781530154626834	8.3056243817214703	Multiplier
Return on Equity
Valley Bank	6.8912117692605523E-2	7.9073033707865198E-2	1.331027222138668E-2	-3.151862464183381E-2	Peer Group	8.5905192823696602E-2	6.1724240324656066E-2	5.1716762145673723E-2	2.3638575015693677E-2	All CT Banks	9.0491888967553044E-2	7.2917572241848555E-2	5.7004602559791825E-2	3.2086083886380501E-3	Percentage Rate
Return on Assets
Valley Bank	5.5345849372228804E-3	5.8379174292424703E-3	2.3590249363596382E-3	-4.8049780561679675E-3	Peer Group	8.9613052507716562E-3	5.9007321979754352E-3	4.8536656041727059E-3	1.9211943610952565E-3	All CT Banks	1.0420606995297949E-2	8.8430153040876674E-3	8.1690101139194008E-3	3.8631754112302102E-4	Percentage Rate
Net Interest Margin
Valley Bank	3.0999894283209064E-2	3.1476018395143017E-2	2.9410066061583435E-2	2.9077122782436692E-2	Peer Group	3.5058197991719248E-2	3.2214629198215779E-2	3.2837522212873518E-2	3.3691052814509882E-2	All CT Bank	3.2565245920483557E-2	3.2023794946822455E-2	3.1222176959555165E-2	3.0444112782756431E-2	Percentage Rate
Net Interest Margin 2
Valley Bank	3.2525364564642952E-2	3.3475964136440335E-2	3.3369121968677383E-2	3.3063272870403795E-2	Peer Group	3.8303465528799867E-2	3.4891002128612479E-2	3.5547119325622323E-2	3.6131208702335389E-2	All CT Banks	3.5821139142800822E-2	3.5393754684564564E-2	3.4359497613481893E-2	3.4009769598919756E-2	Percentage Rate
Net non-interest Margin
Valley Bank	-2.0042659834459943E-2	-2.0002384939624741E-2	-2.4190001466060693E-2	-2.2170481940123214E-2	Peer Group	-2.5230838130112367E-2	-2.4930498912774011E-2	-2.528863643504764E-2	-2.5587757926321803E-2	All CT Banks	-1.6979862469667876E-2	-1.7290929000458005E-2	-1.7416183944989731E-2	-2.1190402601067831E-2	Percentage Rate

Net non-interest Margin 2
Valley Bank	-2.102893680879523E-2	-2.1273310762376377E-2	-2.7446354851880413E-2	-2.5209808396084516E-2	Peer Group	-2.7566406545132698E-2	-2.7001710473859703E-2	-2.7375335176370353E-2	-2.7441013106678687E-2	All CT Banks	-1.867751951380206E-2	-1.9110505182995445E-2	-1.9166226988880729E-2	-2.367225201513708E-2	Percentage Rate
