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First State Bank named top-performing bank under $1B in
assets
By Chris Vanderpool and Zuhaib Gull
Deep in the heart of Texas, one small bank shone brighter than the others last year, as Shallowater-based First State Bank took the No. 1 spot in S&P Global
Market Intelligence's 2016 ranking of community banks under $1 billion in assets.

After falling outside last year's top 100, First State Bank, a unit of South Texas Bancshares Inc., recorded a truly Texas-sized performance in 2016. The
company reported dramatically improved loan growth, at 41.5% in 2016 compared to -0.4% in 2015, and shrugged off the low-rate environment, posting a
hefty net interest margin of 5.32%. The bank also stood out in efficiency, while keeping credit quality exceptionally strong.
Originally chartered in 1960, the bank operates two branches outside of Lubbock in Texas' Staked Plain region. Currently led by President and CEO Mark
Taylor, First State Bank has nearly doubled in size since 2012 and has shifted its loan composition as well. Construction and land development loans
accounted for 17.06% of loans as of year-end 2016, compared to 8.88% at the end of 2012. Agricultural production loans have grown to 21.12% of First
State's loan book, up from 14.08% over the same period. Meanwhile, nonfarm, nonresidential commercial real estate loans have declined to 30.22% of total
loans from 41.25%.
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To compile this ranking, S&P Global Market Intelligence calculated scores for each company based on six metrics: pretax return on average tangible common
equity, net charge-offs as a percentage of average loans, efficiency ratio, adjusted Texas ratio, net interest margin and loan growth. Each company's
standard deviation from the industry mean was calculated for every ranking metric, equally weighted, then added together to derive a performance score.
To help normalize the data and mitigate the impact of outliers, caps and floors were applied for each metric.
For this year's ranking, pretax return on average tangible common equity replaced return on average tangible assets as one of the six metrics. All the other
ranking metrics remained the same.
To be eligible for this ranking, a bank or thrift had to possess a loan-to-asset ratio of at least 33% and no more than half of those loans could come from
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credit cards. Further, the company had to be well-capitalized according to current regulatory standards and no more than half of the institution's revenue
could come from nontraditional banking activities. Banks with parent companies above $1 billion in assets were excluded.
Unlike in previous years, savings banks and savings and loan associations were included in the ranking. Additionally, previous years' branch threshold of 60
was removed.
Based on the above criteria, 4,585 banks and thrifts were eligible for the ranking.
Click here for an article on the top-performing community banks with $1 billion to $10 billion in assets for 2016.
Click here for an article on the top-performing community banks with less than $1 billion in assets for 2015.
Click here for an article on the top-performing community banks with $1 billion to $10 billion in assets for 2015.

A newcomer to the rankings, Kansas-based First National Bank of Syracuse, catapulted into the No. 2 spot in 2016. Loan growth for the year was
particularly strong at 33.1%, helped by the company's recent branch acquisition in nearby Ulysses.
Platte City, Mo.-based Wells Bank took the No. 3 spot, marking its fifth straight year in the top 100. Wells has also expanded its footprint recently, opening a
newly constructed facility in the second half of last year. Other repeat performers in the top 10 included No. 7 Flushing, N.Y.-based Amerasia Bank, which
improved from No. 45 in last year's ranking. Amerasia took first place in 2011 and has appeared in the top 100 every year since.
Prior to 2015, the small community bank ranking was limited to those institutions below $500 million in assets.
California placed 17 of its 109 banks eligible for the ranking in the top 100, the most of any state. The Golden State had the second-highest concentration of
banks making the list after Nevada, where three of the state's nine banks eligible for the ranking placed in the top 100. On a regional basis, the Southwest
had the strongest presence, taking 30 spots, of which Texas and Oklahoma accounted for a combined 24.
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Click here to download a refreshable template containing the underlying data used
in the rankings and the list of the top 100.
For S&P Global Market Intelligence's 2016 credit union ranking, click here.
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