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Introduction

The Connecticut River Community Bank is a commercial, state chartered bank, supervised by the Federal Deposit Insurance Corporation (FDIC).  It is Federal Reserve Non-member bank.   Connecticut River Community Bank has been established on November 18th, 2002 in Wethersfield, Connecticut.  Three years later, on August 15th, 2005 it has opened an additional branch in Gastonbury, Connecticut, followed by most recently established branch in West Hartford, Connecticut, on December 8th, 2008.  The Connecticut River Community Bank’s officers are: William R. Attridge – President & Chief Executive Officer, Dean T. Morgan – Chief Operating Officer, Chief Loan Officer, and Lina R. Curtin – SVP, Chief Financial Officer.  
	Connecticut River Community Bank is one of fifty eight banks charted in the state of Connecticut.  This report will analyze various profitability ratios and financial performance ratios compared to five other Connecticut based banks referred to as “The Peer Group”.  The Peer Group contains the following banks: The Bank of Southern Connecticut, The Simsbury Bank and Trust, The Bank of New Canaan, Valley Bank, and Salisbury Bank and Trust.  The Connecticut River Community Bank along with The Peer Group will also be compared to the entire Connecticut chartered bank industry.

Profitability Ratios

· Return on Equity (ROE)
The ROE will represent the profit a company generates with the money shareholders invested.  The ROE for the Connecticut River Community bank is 3.06%, compared to 0.63% for The Peer Group, and 0.30% for all Connecticut state chartered banks.  Connecticut River Community Bank clearly has the highest ROE.  Its ROE may be artificially raised due to the bank’s overuse of debt, which results in high Equity Multiplier.  Connecticut River Community Bank’s ROE is also higher due to high Net Profit Margin illustrated below.  This means that the bank is recovering more net income from operating revenue.
Figure 1
Figure 1 above, illustrates the Return on Equity percentage for the Connecticut River Community Bank, The Peer Group, as well as the base industry comparison, all Connecticut state Chartered Banks.

Net Profit Margin (NPM), Asset Utilization (AU), and Equity Multiplier (EM) provides detail analysis of banks’ ROE.  

· Net Profit Margin
Connecticut River Community Bank ranked highest with NPM at 4.01%, compared to the Peer Group at 1.05%, and CT State Chartered Banks lowest at 0.65%.  This analysis indicates that Connecticut River Community Bank has an efficient expense program, leading to high net profits.

Figure 2.
Figure 2 illustrates Net Profit Margin for Connecticut River Community Bank, The Peer Group, and all Connecticut State Chartered Banks.

· Asset Utilization (AU)
Asset Utilization is level for all the Connecticut State Chartered Banks.  Connecticut River Community Bank and The Peer Group utilize their assets equally at 5.96%, but slightly above average to the industry at 5.91%.  It appears that both the Connecticut River Community Bank as well the Peer Group are managing its loan portfolio slightly better than the industry.

Figure 3.
Figure 3 illustrates Asset Utilization for Connecticut River Community Bank, The Peer Group, and all Connecticut State Chartered Banks.

· Equity Multiplier (EQ)
The Connecticut River Community Bank ranks at the top with Equity Multiplier at 1246%, well above average industry average 831%.  The Peer Group is intermediate with the EQ at 1058%.  The Connecticut River Community Bank undoubtedly has a high EQ, which means that it has a high financial leverage and it is overusing debt, which can result in trouble. 
Figure 4.
Figure 4 illustrates Equity Multiplier for The Connecticut River Community Bank, The Peer Group, and all Connecticut State Chartered Banks.

· Return on Assets (ROA)
Connecticut River Community Bank’s ROA is much greater than the industry average 0.04%, at 0.26%.  The Peer Group is only 0.01% than the industry average at 0.07%.  The high percentage of ROA for Connecticut River Community Bank must be derived from its total operating revenues since its Asset Utilization is also much greater than the industry average.
Figure 5.
Figure 5 illustrates Return on Assets for The Connecticut River Community Bank, The Peer Group, and all Connecticut State Chartered Banks.

· Net Interest Margin (NIM)
Unfortunately Connecticut River Community Bank falls below industry’s 3.54% NIM at 3.30%.  The Peer Group is ahead at 3.82%.  This analysis indicates that Connecticut River Community Bank may not be obtaining funds from competitive sources creating a narrow spread between returns on loan and security investments and the cost of obtained funds.

Figure 6.
Figure 6 illustrates Net Interest Margin for The Connecticut River Community Bank, The Peer Group, and all Connecticut State Chartered Banks.


· Net Non-Interest Margin (NNIM)
Ranking below industry average 1.11%, Connecticut River Community Bank’s NNIM falls lowest at 0.15% against the leader Peer Group at 0.79%.  In this case, Connecticut River Community Bank is subject to higher risk of interest rate fluctuation especially with its high Equity Multiplier – high leverage indicator.
Figure 7.
Figure 7 illustrates Non-Interest Income Margin for The Connecticut River Community Bank, The Peer Group, and all Connecticut State Chartered Banks.















Executive Summary

This report analyzes the Connecticut River Community Bank’s financial performance compared to a Peer Group made of five chosen Connecticut chartered banks as well as a comparison to all Connecticut chartered banks.  This analysis includes profitability ratios such as: ROE, ROA, NIM, and NNIM.  By closely analyzing the profitability ratios we find that Connecticut River Community Banks ROE is much higher compared to industry average and The Peer Group.  Components of the ROE precisely explain the reason behind higher ROE.  All ROE components such as NPM, AU, and EQ are above industry average as well.  The ROA is approximately 5 times higher than the industry standard and The Peer Group.  The NIM is approximately 7% lower than the industry standard and approximately 14% lower than The Peer Group.  The NNIM is also lowest with Connecticut River Community Bank falling approximately 87% below the industry standard and approximately 81% below The Peer Group.
Taking all profitability ratios into consideration we can conclude that the reason why ROE is high for Connecticut River Community Bank because its Equity Multiplier is 49% above the industry average and 18% above The Peer Group.  This can indicate that Connecticut River Community Bank is greatly overusing its debt, translating to high financial leverage, putting the bank in high risk of interest fluctuation.  In addition, high risk of interest fluctuation is River’s 87% NNIM below the industry standard.  This can be increased by initiating fee based services.  Connecticut River Community Bank’s return on assets and assets utilization is very high compared to the industry standard.  River is taking a high risk with it high financial leverage, but the higher risk pays off. 
Even though Connecticut River Community Bank’s net profit margin indicates that the bank may have an efficient cost program but its net interest margin at 7% below industry and 13% below The Peer Group indicates that the cost of borrowed funds should be lower to obtain a wider spread.
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Appendix C
Income and Expense
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1Number of institutions reporting

Connectic
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t State 

Chartered 

Banks

(Year-to-

date) 

(Year-to-

date) 

(Year-to-

date) 

2% of unprofitable institutions  N/A 40.00% 41.38%

3% of institutions with earnings gains  N/A 40.00% 25.86%

(Year-to-

date)

(Year-to-

date)

(Year-to-

date)

4Yield on earning assets  6.51% 6.02% 5.76%

5Cost of funding earning assets  3.21% 2.20% 2.22%

6Net interest margin  3.30% 3.82% 3.54%

7Noninterest income to earning assets  0.15% 0.79% 1.11%

8Noninterest expense to earning assets  2.64% 3.69% 3.58%

9Net operating income to assets  0.25% 0.49% 0.33%

10Return on assets (ROA)  0.26% 0.07% 0.04%

11Pretax return on assets  0.39% 0.00% 0.17%

12Return on equity (ROE)  3.06% 0.63% 0.30%

13Retained earnings to average equity (YTD only)  3.06% -1.44% -18.92%

14Net charge-offs to loans  0.08% 0.22% 0.37%

15Credit loss provision to net charge-offs  685.57% 207.35% 166.72%

16Earnings coverage of net loan charge-offs (x)  13.11 5.55 3.72

17Efficiency ratio  76.56% 79.03% 69.04%

18Assets per employee ($ millions)  6.06 4.17 5.36

19Cash dividends to net income (YTD only)  0.00% 328.03% 6512.01%

20Loss allowance to loans  1.57% 1.18% 1.22%

21Loss allowance to noncurrent loans  202.51% 87.24% 98.72%

22Noncurrent assets plus other real estate owned 

to assets 

0.63% 0.98% 0.98%

23Noncurrent loans to loans  0.78% 1.35% 1.24%

24Net loans and leases to deposits  97.84% 91.97% 95.48%

      Performance and Condition Ratios 

     Performance Ratios (%, annualized)

     Condition Ratios (%)


Microsoft_Office_Excel_Worksheet11.xlsx
Sheet1

		1		Number of institutions reporting		Connecticut River Community Bank		The Peer Grouop		Connecticut State Chartered Banks

		      Performance and Condition Ratios 				(Year-to-date) 		(Year-to-date) 		(Year-to-date) 

		2		% of unprofitable institutions 		N/A		40.00%		41.38%

		3		% of institutions with earnings gains 		N/A		40.00%		25.86%

		     Performance Ratios (%, annualized)				(Year-to-date)		(Year-to-date)		(Year-to-date)

		4		Yield on earning assets 		6.51%		6.02%		5.76%

		5		Cost of funding earning assets 		3.21%		2.20%		2.22%

		6		Net interest margin 		3.30%		3.82%		3.54%

		7		Noninterest income to earning assets 		0.15%		0.79%		1.11%

		8		Noninterest expense to earning assets 		2.64%		3.69%		3.58%

		9		Net operating income to assets 		0.25%		0.49%		0.33%

		10		Return on assets (ROA) 		0.26%		0.07%		0.04%

		11		Pretax return on assets 		0.39%		0.00%		0.17%

		12		Return on equity (ROE) 		3.06%		0.63%		0.30%

		13		Retained earnings to average equity (YTD only) 		3.06%		-1.44%		-18.92%

		14		Net charge-offs to loans 		0.08%		0.22%		0.37%

		15		Credit loss provision to net charge-offs 		685.57%		207.35%		166.72%

		16		Earnings coverage of net loan charge-offs (x) 		13.11		5.55		3.72

		17		Efficiency ratio 		76.56%		79.03%		69.04%

		18		Assets per employee ($ millions) 		6.06		4.17		5.36

		19		Cash dividends to net income (YTD only) 		0.00%		328.03%		6512.01%

		     Condition Ratios (%)

		20		Loss allowance to loans 		1.57%		1.18%		1.22%

		21		Loss allowance to noncurrent loans 		202.51%		87.24%		98.72%

		22		Noncurrent assets plus other real estate owned to assets 		0.63%		0.98%		0.98%

		23		Noncurrent loans to loans 		0.78%		1.35%		1.24%

		24		Net loans and leases to deposits 		97.84%		91.97%		95.48%

		25		Net loans and leases to core deposits 		128.30%		113.50%		110.71%

		26		Equity capital to assets 		8.02%		9.45%		12.04%

		27		Core capital (leverage) ratio 		7.97%		8.42%		9.37%

		28		Tier 1 risk-based capital ratio 		10.02%		11.31%		12.79%

		29		Total risk-based capital ratio 		11.28%		12.39%		14.21%
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1Number of institutions reporting 1 5 58

        

2Total employees (full-time equivalent)  NM NM NM

3Total assets  100.00% 100.00% 100.00%

4Cash and due from depository institutions  1.21% 3.90% 3.41%

5Interest-bearing balances  0.21% 1.46% 1.43%

6Securities  21.21% 19.88% 17.94%

7Federal funds sold & reverse repurchase 

agreements 

0.39% 0.15% 0.47%

8Net loans & leases  74.57% 70.36% 69.61%

9Loan loss allowance  1.19% 0.84% 0.86%

10Trading account assets  0.00% 0.00% 0.13%

11Bank premises and fixed assets  0.85% 1.08% 1.18%

12Other real estate owned  0.04% 0.02% 0.09%

13Goodwill and other intangibles  0.00% 2.01% 3.49%

14All other assets  1.72% 2.60% 3.67%

15Life insurance assets  0.00% 0.60% 1.33%

16Total liabilities and capital  100.00% 100.00% 100.00%

17Total liabilities  91.98% 90.55% 87.96%

18Total deposits  76.22% 76.50% 72.90%

19Interest-bearing deposits  68.23% 61.80% 64.06%

20Deposits held in domestic offices  76.22% 76.50% 72.72%

21% insured (estimated - see note)  NM NM NM

22Federal funds purchased & repurchase 

agreements 

0.00% 1.65% 2.94%

      Assets and Liabilities 


Microsoft_Office_Excel_Worksheet22.xlsx
Sheet1

		1		Number of institutions reporting		1		5		58

		      Assets and Liabilities 				  		  		  

		2		Total employees (full-time equivalent) 		NM		NM		NM

		3		Total assets 		100.00%		100.00%		100.00%

		4		Cash and due from depository institutions 		1.21%		3.90%		3.41%

		5		Interest-bearing balances 		0.21%		1.46%		1.43%

		6		Securities 		21.21%		19.88%		17.94%

		7		Federal funds sold & reverse repurchase agreements 		0.39%		0.15%		0.47%

		8		Net loans & leases 		74.57%		70.36%		69.61%

		9		Loan loss allowance 		1.19%		0.84%		0.86%

		10		Trading account assets 		0.00%		0.00%		0.13%

		11		Bank premises and fixed assets 		0.85%		1.08%		1.18%

		12		Other real estate owned 		0.04%		0.02%		0.09%

		13		Goodwill and other intangibles 		0.00%		2.01%		3.49%

		14		All other assets 		1.72%		2.60%		3.67%

		15		Life insurance assets 		0.00%		0.60%		1.33%

		16		Total liabilities and capital 		100.00%		100.00%		100.00%

		17		Total liabilities 		91.98%		90.55%		87.96%

		18		Total deposits 		76.22%		76.50%		72.90%

		19		Interest-bearing deposits 		68.23%		61.80%		64.06%

		20		Deposits held in domestic offices 		76.22%		76.50%		72.72%

		21		% insured (estimated - see note) 		NM		NM		NM

		22		Federal funds purchased & repurchase agreements 		0.00%		1.65%		2.94%
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(Year-to-

date) 

(Year-to-

date) 

(Year-to-

date) 

2Total interest income  6.25% 5.51% 5.17%

3Total interest expense  3.08% 2.02% 1.99%

4Net interest income  3.17% 3.49% 3.17%

5Provision for loan and lease losses  0.41% 0.31% 0.43%

6Total noninterest income  0.15% 0.72% 1.00%

7Fiduciary activities  0.00% 0.18% 0.03%

8Service charges on deposit 

accounts 

0.09% 0.18% 0.23%

9Trading account gains & fees  0.00% 0.00% 0.00%

10Additional noninterest income  0.06% 0.36% 0.74%

11Total noninterest expense  2.54% 3.38% 3.21%

12Salaries and employee benefits  1.44% 1.80% 1.53%

13Premises and equipment expense  0.33% 0.54% 0.51%

14Additional noninterest expense  0.76% 1.03% 1.17%

15Pre-tax net operating income  0.37% 0.52% 0.53%

16Securities gains (losses)  0.02% -0.53% -0.36%

17Applicable income taxes  0.13% -0.07% 0.13%

18Income before extraordinary items  0.26% 0.07% 0.04%

19Extraordinary gains - net  0.00% 0.00% 0.00%

20Net income  0.26% 0.07% 0.04%

21Net charge-offs  0.06% 0.15% 0.26%

22Cash dividends  0.00% 0.21% 2.62%

23Sale, conversion, retirement of 

capital stock, net 

0.01% 0.01% 0.09%

24Net operating income  0.25% 0.49% 0.33%

      Income and Expense 


Microsoft_Office_Excel_Worksheet33.xlsx
Sheet1

		1		Number of institutions reporting		1		5		58

		      Income and Expense 				(Year-to-date) 		(Year-to-date) 		(Year-to-date) 

		2		Total interest income 		6.25%		5.51%		5.17%

		3		Total interest expense 		3.08%		2.02%		1.99%

		4		Net interest income 		3.17%		3.49%		3.17%

		5		Provision for loan and lease losses 		0.41%		0.31%		0.43%

		6		Total noninterest income 		0.15%		0.72%		1.00%

		7		Fiduciary activities 		0.00%		0.18%		0.03%

		8		Service charges on deposit accounts 		0.09%		0.18%		0.23%

		9		Trading account gains & fees 		0.00%		0.00%		0.00%

		10		Additional noninterest income 		0.06%		0.36%		0.74%

		11		Total noninterest expense 		2.54%		3.38%		3.21%

		12		Salaries and employee benefits 		1.44%		1.80%		1.53%

		13		Premises and equipment expense 		0.33%		0.54%		0.51%

		14		Additional noninterest expense 		0.76%		1.03%		1.17%

		15		Pre-tax net operating income 		0.37%		0.52%		0.53%

		16		Securities gains (losses) 		0.02%		-0.53%		-0.36%

		17		Applicable income taxes 		0.13%		-0.07%		0.13%

		18		Income before extraordinary items 		0.26%		0.07%		0.04%

		19		Extraordinary gains - net 		0.00%		0.00%		0.00%

		20		Net income 		0.26%		0.07%		0.04%

		21		Net charge-offs 		0.06%		0.15%		0.26%

		22		Cash dividends 		0.00%		0.21%		2.62%

		23		Sale, conversion, retirement of capital stock, net 		0.01%		0.01%		0.09%

		24		Net operating income 		0.25%		0.49%		0.33%
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