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Disclaimer

* The information in this presentation is for educational purposes only and is not intended to be a
recommendation to purchase or sell any of the stocks, mutual funds, or other securities that may be
referenced. The securities of companies referenced or featured in the seminar materials are for illustrative
purposes only and are not to be considered endorsed or recommended for purchase or sale by
Betterlnvesting™ / National Association of Investors™. The views expressed are those of the instructors,
commentators, guests and participants, as the case may be, and do not necessarily represent those of
Betterlnvesting. Investors should conduct their own review and analysis of any company of interest before
making an investment decision.

» Securities discussed may be held by the instructors in their own personal portfolios or in those of their
clients. Betterlnvesting presenters and volunteers are held to a strict code of conduct that precludes
benefitting financially from educational presentations or public activities via any Betterlnvesting programs,
events and/or educational sessions in which they participate. Any violation is strictly prohibited and should
be reported to the CEO of Betterlnvesting or the Director of Chapter Relations.

» This presentation may contain images of websites and products or services not endorsed by
Betterlnvesting. The presenter is not endorsing or promoting the use of these websites, products or
services.

» National Association of Investors™, Betterlnvesting™ and the Betterinvesting™ Icon are
trademarks/registered trademarks. All rights reserved. © 2021 Betterlnvesting™.

* We may be recording this session for our future use.
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Banks - how they make money

- A service industry whose business is money
-They borrow money
-They loan money
- Banks move money
-No products sold
-No cost of goods sold

https://www.betterinvesting.org/chapters/rocky-mountain

Cash flow - the movement of forms of money

Assets
Loans>>interest
Cash>>interest
Investments>>interest

Liabilities
Deposits>>pay interest
Borrowings>>pay interest
Equity>>appreciation, dividends
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Section 1 - Sales
On Value Line chart:

- Total Assets

*Net Interest Income
-Loan Loss Provision
-Noninterest Income

*% Return on Total Assets

https://www.betterinvesting.org/chapters/rocky-mountain

As seen on Value Line page

EARNINGS PER SH
DIV'DS DECL'D PER SH

comonsisovsremms— TOTAL ASSETS (SMILL) 10600 14275
RELATVE P/ RATIO. LOANS (SMILL) 8288.0 |[11018

LOANS (SMILL)

NET INTEREST INC (SMILL) LOAN LOSS PROV'N {$M|LL} 4.7 3.2

NET INTEREST INC (SMILL) 384.9 492.6 ‘

LOAN LOSS PROV'N ($MILL)

NONINTEREST INC (SWILL) NONINTEREST INC (SMILL) 25.4 29.8 |

NONINTEREST EXP ($MILL)

RETURN ONTOTALASSETS |  1.41%|  13s%|  151%]  1.60%
SHR. EQUITY ($MILL)
SHR. EQ. TO TOTAL ASSETS
LOANS TO TOT ASSETS
RETURN ON SHR. EQUITY

RETAINED TO COM EQ
ALL DIV'DS TO NET PROF
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Sales (Interest and Fees) Growth

Mostly affected by:
Interest rates
Monetary policy
Cost of capital in general
Loan and deposit demand

https://www.betterinvesting.org/chapters/rocky-mountain

Red flags to look for:

- Rapid growth of loans
- Inability to collect loans
- Lack of emphasis on customer service
- Concentrations
- Lack of diversification
*In lending
In deposits
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Management:

ROE affected by:
Abundant regulations
Limitations on composition of balance sheet
Limitations on amount of capital maintained

4/19/2023

https://www.betterinvesting.org/chapters/rocky-mountain

Management indicator:

ROAA = Return on Average Assets:
Management’s ability to price loans well
Management’s control over expenses

Evaluate Management
2013 | 2014 @ 2015 2016 | 2017 | 2018 | 2019 @ 2020 @ 2021 @ 2022 @ SYrAwg Trend

%Pre-TaxProfitonSales | 412% 48.2%  50.0%  520%  55.6%  548% 570% 514%  60%%  57.3% 56.3%

% Return on Equity 168% 174k  138% 141%  152%  175%  170%  161%  205% @ 21.0% 18.4% up

% Debt To Capital 309%  30.1%  185%  191%  256%  18.6%  135%  150%  273%  55.7% 26.2% up

% Return on Avg Assets 134%  147%  156%  165%  173%  201%  200%  160%  194%  16%% 1.85% DOWN
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Current Events

Last month (March 2023):

Silicon Valley Bank
Signature Bank

Silverlake

RMC Model Club portfolio:
Western Alliance Bank (WAL)
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We hope this has been of some help
the next time you are interested Iin
evaluating a bank.

Thanks,
Ross & Jane
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Questions?

Email questions to:
rossmeredithjr@msn.com

13

Rocky Mountain Chapter
Model Investment Club 7



	Slide 1: Banks - What to Consider
	Slide 2
	Slide 3: Banks - how they make money
	Slide 4: Cash flow - the movement of forms of money
	Slide 5: Section 1 - Sales
	Slide 6: As seen on Value Line page
	Slide 7: Sales (Interest and Fees) Growth
	Slide 8: Red flags to look for:
	Slide 9: Management: 
	Slide 10: Management indicator:
	Slide 11: Current Events
	Slide 12
	Slide 13

