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Executive Summary

The purpose of this report is to analysis the performance of First County Bank as compared to other banks in Connecticut. This was done by a comparison of ratios for profitability, liquidity, interest rate risk management, capital management, credit risk management, and cost management. 

There were strengths and weakness found with the banks through the use of ratios. Some banks were doing better in certain areas. First County Bank dominating in performance over other banks but still with some grey areas.

The conclusions and recommendation is that First County bank should improve with liquidity and cost management.


































Introduction
In this report First County Bank performance is compared to its peers group. The peer group consists of five banks in Connecticut, Newtown Savings Bank, Farmington Savings Bank, Rockville Bank, Fairfield County Bank, and Union Savings Bank. Which is called Peer Group Five for this analysis. The second peer group consists of all the fifty seven banks in Connecticut excluding First County Bank. Which is called Peer Group All for this analysis. The profitability ratios that were used are ROE, ROA, profit margin, asset yield, and financial leverage. For liquidity the liquid asset ratio and loans to deposit ratio were used. The ratios used for interest rate risk management were asset interest yield, breakeven yield, net interest yield, cumulative gap, and cumulative gap/assets. For the Capital account management ratios, leverage multiplier, BIS capital adequacy ratio, and capital asset ratio. Credit risk management ratios used were total loan los provisions as % of loans, risk adjusted margin (RAM), and non performing loans to loans %. For cost management the ratios used were overhead burden ratio and productivity ratio.
First County Bank
The First County Bank is located in Stamford Connecticut. It was founded on June 20th 1851 with the name Stamford Savings Bank. It was not until on June 16th 1989 that the bank’s name was changed to what it is known now. On January 1st 1990, the bank changed its trust powers from Trust Powers Not Granted to Limited Trust Powers Granted. Another change came on August 15th 1995 with a change to Full Trust Powers Granted. The bank now has fourteen branches all together located in the Fairfield area in the towns of Stamford, Westport, Norwalk, Greenwich, Darien, and New Canaan. First County Bank’s last two FDIC CRA ratings were very good. On September 1st 2005, the bank had a rating of outstanding with assets of 959,162. On February 1st 2009 with an rating of outstanding with assets of 1,227,792.
Profitability
The ROE is the return for investors. First County Bank is not publicly traded but this gives a good idea of how the bank is doing. For the First County Bank in 2005 to 2008 the ROE dropped from 8.89% to 5.81%. Looking at this drop, the public might not want to bank with them. But taking into account Peer Group Five, First County Bank did well. Peer Group Five in 2005 had 8.63% with a decrease to 2.76% in 2008. Peer Group All took the biggest drop, in 2005 the banks had 9.05% and dropped down to .26%. The ROA for First County Bank in 2005 was .92% and dropped down to .47% in 2008. Peer Group Five in 2005 had .80% and decreased to .24% in 2008. Peer Group All in 2005 had 1.04% and dropped down to .03%.
Profit margin for the First County Bank in 2005 was 69.47% which increased to 68.94%. Peer Group Five in 2005 had 68.70% and decreased in 2008 to 33.85%. Peer Group All in 2005 had 69.39% and decreased down to 6.19%. This is due to the loss of loans. For First County Bank the loss of loans through 2005 to 2007 was zero although in 2008 it was 2,011. This is because a few people are not able to pay their loans. Compared with the other banks Fist County Bank profit margin is the highest.
Asset yield for First County Bank decreased in 2005 from 5.71% to 4.50% in 2008. This is similar with Peer Group Five, in 2005 it was 5.38% dropped to 4.56% in 2008. For Peer Group All 2005 6.15% to 5.23% in 2008. This is because the banks are having a hard time adjusting to the interest rate. 
Financial leverage is how banks make decisions on capital structure. The First County Bank in 2005 had financial leverage of 9.64 to 12.43 in 2008. Peer Group Five had 2005 8.83 increased to 11.70. Peer Group All went from 8.67 in 2005 to 8.26 in 2008. A bank would be able to have a high ROE with a high financial leverage. First County bank ROE it dropped slightly but not much indicating the bank will be profitable.
Liquidity Risk Management
Liquidity is the banks being able to hold enough cash. Liquid asset ratio indicates the ability to meet assets when there is not enough cash. Taking a look at liquid asset ratio, First County Bank has .20% and loans to deposits of 1.14%. Peer Group Five has liquid asset of .12% and loans to deposits of 1.19%. Peer group all had liquid assets of .21% and loans to deposits of .95%. With this Peer Group Five is doing the best with a low liquid asset and a high loan to deposits even though First County Bank is not to far behind.
Interest Risk Rate Management
Interest Risk Rate Management shows how banks mange risk. For First County Bank, Peer Group Five and Peer Group All, ratios seem to be start off in 2005 low and increase between 2006 and 2007 and decrease in 2008. Compared to all in 2008 First County bank has the best interest risk management. Looking at Asset Interest Yield is 5.47%, Breakeven of 2.42%, is the highest of all. Although the Net Interest margin for 2008 is 3.05% which is the same as Peer Group five but beat out Peer Group All by not a lot. Although First County Bank having a smaller gap then rest of banks with 8.04%, they will be able to handle changing interest rates. 
Capital Management
Capital account management is for a bank to have certain amount capital to meet regulations and for growth of assets. The First County bank had a steady increase in leverage, 2005 with 9.64    increased to 9.98 in 2007 but jumped in 2008 to 12.43. With that First County Bank will be able to take on a higher level of risk. For the Peer Group Five experienced fluctuations in the financial leverage with 2005 being 10.38, 2006 10.80, 2007 10.83, and 2008 ending with 8.26. Taking into account the Capital adequacy ratio, First County Bank is doing best in capital management. Since they ended on a with an increase from 2005 to 2008 with 15.24% going above 12% mark as compared with Peer Group Five where there is decreasing and Peer Group All fluctuated through ending with a decrease,       
Credit Risk Management
Credit risk is when a financial obligation is not met within certain terms. Total Loan loss provisions as a percentage of loans for First County Bank is low. In 2005 to 2007 was it zero, however in 2008 it was .22%. Peer Group Five having fluctuations from 2005 to 2007 ending in 2008 with .24% .This is a similar situation with Peer Group All ending with .60%. This is possibly because of the financial crises that happened and for people are defaulting on loans. Risk adjusted margin for the last year for First County Bank was lowest with 3.42%, Group Five had the highest with 3.50%, and Peer Group All had 3.07%. Taking these numbers into account along with non performing loans of First County Bank, 1.15% Five, 1.26% Peer Group All 1.05% , that First County Bank is best with credit risk management. They have less people defaulting on loans which equal to fewer provisions.
Cost Management
Cost management is the management of staff and administrative expenses. From year to year of each of these ratios are different with bank is more efficient. For a bank to have a good cost management these numbers should be low. Looking at 2007 as compared to 2008, in 2007 First county bank had and overhead burden of .66 and productivity of .72. Peer Group five had overhead burden of .70 and productivity of .75. Peer Group All had overhead burden of .59 and productivity of .23.  In that year Peer Group All was better then First County bank and Peer Group Five. In 2008, First County Bank had an overhead burden of .75 and productivity ratio of .79. Peer Group Five had overhead burden of .71 and productivity ratio of .75. Peer Group All had overhead burden of .91 and productivity of .29 This indicates that for 2008, Peer Group Five had a better overhead burden and Peer Group All a better productivity then the rest. 
Conclusion and Recommendations
The First County Bank performance with profitability, interest rate risk management, capital management, credit risk management is overall good. The bank might want to improve on its liquidity and cost management.
· Liquidity, First County Bank can increase the amount of cash it has
· Cost, First County Bank can reduce cost of things like paper, ink by selecting a low cost producer   












Ratios
	Profitability Ratios

	First County Bank
	
	2005
	2006
	2007
	2008

	 
	ROE
	8.89%
	6.46%
	6.28%
	5.81%

	 
	ROA
	0.92%
	0.67%
	0.63%
	0.47%

	 
	Profit Margin
	69.47%
	69.24%
	68.86%
	69.84%

	 
	Asset Yield
	5.71%
	5.02%
	4.64%
	4.50%

	 
	Financial Leverage
	9.64
	9.61
	9.98
	12.43

	Peer Group Five
	
	
	
	
	 

	 
	ROE
	8.63%
	7.43%
	6.24%
	2.76%

	 
	ROA
	0.80%
	0.69%
	0.58%
	0.24%

	 
	Profit Margin
	68.70%
	69.28%
	69.19%
	33.85%

	 
	Asset Yield
	5.38%
	4.97%
	4.69%
	4.56%

	 
	Financial Leverage
	10.83
	10.80
	10.83
	11.70

	Peer Group All
	
	
	
	
	 

	 
	ROE
	9.05%
	7.30%
	5.69%
	0.26%

	 
	ROA
	1.04%
	0.89%
	0.82%
	0.03%

	 
	Profit Margin
	69.39%
	62.14%
	65.80%
	6.19%

	 
	Asset Yield
	6.15%
	6.10%
	5.94%
	5.23%

	 
	Financial Leverage
	8.67
	8.22
	6.94
	8.26



	Liquidity Ratios

	 
	
	2005
	2006
	2007
	2008

	First County Bank
	
	
	
	
	 

	 
	Liquid Asset 
	0.20%
	0.15%
	0.15%
	0.20%

	 
	Loans to Deposit
	0.96%
	1.09%
	1.16%
	1.14%

	Peer Group Five
	
	
	
	
	 

	 
	Liquid Asset 
	0.18%
	0.15%
	0.14%
	0.12%

	 
	Loans to Deposit
	1.03%
	1.07%
	1.10%
	1.19%

	Peer Group All
	
	
	
	
	 

	 
	Liquid Asset 
	0.24%
	0.19%
	0.20%
	0.21%

	 
	Loans to Deposit
	0.93%
	0.97%
	0.96%
	0.95%







	Interest Rate Risk Management Ratios

	First County Bank
	
	2005
	2006
	2007
	2008

	 
	Asset Interest Yield
	5.25%
	5.72%
	5.83%
	5.47%

	 
	Breakeven Yield
	1.76%
	2.51%
	2.96%
	2.42%

	 
	Net Interest Margin
	3.49%
	3.21%
	2.87%
	3.05%

	 
	Cumulative Gap
	100,235
	108,406
	114,245
	99,093

	 
	Cumulative Gap/Assets
	10.38%
	10.40%
	10.02%
	8.04%

	Peer Group Five
	
	
	
	
	 

	 
	Asset Interest Yield
	5.01%
	5.56%
	5.72%
	5.32%

	 
	Breakeven Yield
	1.74%
	2.44%
	2.77%
	2.27%

	 
	Net Interest Margin
	3.27%
	3.12%
	2.95%
	3.05%

	 
	Cumulative Gap
	503,973
	544,021
	578,671
	594,828

	 
	Cumulative Gap/Assets
	9.24%
	9.26%
	9.23%
	8.54%

	Peer Group All
	
	
	
	
	 

	 
	Asset Interest Yield
	4.84%
	5.50%
	5.58%
	4.95%

	 
	Breakeven Yield
	1.58%
	2.29%
	2.45%
	1.90%

	 
	Net Interest Margin
	3.25%
	3.20%
	3.13%
	3.04%

	 
	Cumulative Gap
	6,511,562
	7,103,864
	9,045,875
	8,868,347

	 
	Cumulative Gap/Assets
	11.53%
	12.16%
	14.41%
	12.11%



	Capital Management Ratios

	 
	
	2005
	2006
	2007
	2008

	First County Bank
	
	
	
	
	 

	 
	Leverage Multiplier
	9.64
	9.61
	9.98
	12.43

	 
	BIS Capital Adequacy 
	13.98%
	14.40%
	15.52%
	15.24%

	 
	Capital Assets Ratio
	10.38%
	10.40%
	10.02%
	8.04%

	Peer Group Five
	
	
	
	
	 

	 
	Leverage Multiplier
	10.83
	10.80
	10.83
	11.70

	 
	BIS Capital Adequacy 
	12.75%
	12.19%
	12.12%
	11.52%

	 
	Capital Assets Ratio
	9.24%
	9.26%
	9.23%
	8.54%

	Peer Group All
	
	
	
	
	 

	 
	Leverage Multiplier
	8.67
	8.22
	6.94
	8.26

	 
	BIS Capital Adequacy 
	13.48%
	13.46%
	16.58%
	12.75%

	 
	Capital Assets Ratio
	11.53%
	12.16%
	14.41%
	12.11%



	

	Credit Risk Management Ratios

	 
	
	2005
	2006
	2007
	2008

	First County Bank
	
	
	
	
	 

	 
	T.L.L.P.% of Loans
	0%
	0%
	0%
	0.22%

	 
	RAM
	4.41%
	4.02%
	3.57%
	3.42%

	 
	N.P.L. to Loans
	0.14%
	0.15%
	0.67%
	1.05%

	Peer Group Five
	
	
	
	
	 

	 
	T.L.L.P.% of Loans
	0.12%
	0.05%
	0.04%
	0.24%

	 
	RAM
	4.18%
	3.88%
	3.60%
	3.50%

	 
	N.P.L. to Loans
	0.49%
	0.28%
	0.57%
	1.15%

	Peer Group All
	
	
	
	
	 

	 
	T.L.L.P.% of Loans
	0.08%
	0.07%
	0.21%
	0.60%

	 
	RAM
	4.31%
	4.16%
	3.92%
	3.07%

	 
	N.P.L. to Loans
	0.39%
	0.38%
	0.61%
	1.26%



	Cost Management Ratios

	 
	
	2005
	2006
	2007
	2008

	First County Bank
	
	
	
	
	 

	 
	Overhead Burden
	0.54
	0.66
	0.66
	0.75

	 
	Productivity Ratio
	0.63
	0.72
	0.72
	0.79

	Peer Group Five
	
	
	
	
	 

	 
	Overhead Burden
	0.55
	0.62
	0.70
	0.71

	 
	Productivity Ratio
	0.64
	0.69
	0.75
	0.75

	Peer Group All
	
	
	
	
	 

	 
	Overhead Burden
	0.48
	0.52
	0.59
	0.91

	 
	Productivity Ratio
	0.21
	0.22
	0.23
	0.29
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