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It is suddenly all about cash. After a decade (at least) when cash was no longer regarded as a valid asset class 
and when deposits flowed in over the transoms of banks—often with little or no return expected on the part of 
depositors—the world has abruptly changed. We will leave it up to the pundits to parse out the reasons for this 
seismic shift, but our own view is that Fed Chairman Jay Powell’s determination to take the Fed out of its 
monetary experimentation mode is driving a newfound respect for safety and predictability, and no asset class 
fulfills that mission like cold, hard cash. 
 
It is interesting that the banks are becoming not only depositories for cash, but also an important source of cash 
for American investors, and by extension for the economy. After the results of the latest CCAR exam became 
known, the nation’s largest bank, J.P. Morgan Chase & Co. (JPM), announced its intention to raise its dividend 
in the third quarter 43% to $3.20 annually, which will make it the “dividend-paying champion” among the 
banks of our acquaintance. That equates to roughly $8.4 billion that will go to American (and foreign) 
individuals and investors, either in the form of a check in the mail (or its electronic equivalent) or an addition 
to an investment vehicle. Add to this number the dividends to be paid in the next year by Bank of America 
Corp. (BAC), Citigroup (C), and Wells Fargo & Co. (WFC)—nearly an additional $19 billion—and pretty soon 
it all adds up to real money. 
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There seems to be a new-found respect among banking’s senior ranks for the payment of dividends, and we 
welcome that attitude. In the years right after the Financial Crisis—you know, the years when bank stocks were 
ultra-cheap—bank stock investors were still smarting from deep cuts in their dividends (and omissions, in some 
cases), but bank CEOs saw the rebuilding of dividend payments as a desirable but still far-off goal. And indeed, 
that made sense. When capital levels were finally replenished to a point where capital returns to investors could 
recommence, bank stocks were still selling at depressed levels (at or below tangible book value, in many 
instances) and the repurchase of shares was a massively accretive and sensible endeavor. 
 
Now that bank stocks are not quite so cheap and capital levels in most segments of the industry are both ample 
and rising, banks can afford to extend more largesse toward their individual shareholders, and they should. 
The record of bank stocks as reliable dividend payers has been pretty bad, and our experience in the last three 
decades has been that bank dividends have been reduced by one crisis or another at about seven-year intervals. 
When one considers what bank stocks should ideally represent—a stable source of returns to shareholders that 
mirrors their importance as providers of safety and soundness to the American financial system—then one can 
understand how those periods of dissonance between the two ideals have been jarring indeed. 
 
By our calculations, tangible equity capital in 1Q18 was roughly 8% of tangible assets for the largest 
Southeastern banks, 9% for the large community banks, and around 11% for the small community segment, 
and the median return for our monitored Southeastern banks was around 15%. While we have not yet compiled 
a complete set of 2Q18 statistics, we think it is safe to say that capital levels will continue to grow even as the 
fierce competition for loans and (especially) for deposits and a leveling off of improvements in credit quality 
will cause further improvements in bank profitability to be somewhat subdued. It’s a good earnings outlook 
for the banking industry in the Southeast—but it is also one with more than the usual number of caveats, 
especially given the possibility that growing issues in global trade may have a material impact on some fast-
growing markets in the region. 
 

Dividend Outlays For The Top 10 Domestic Banks By Assets

Rank Company Name Ticker HQ State 

Total      
Assets 

(06/30/18)

Most 
Recent 

Dividend 
Declared, 

Ann'lzd     
($)

Current 
Annual 

Dividend 
Yield 

(%)

Implied 
Annual 

Dividend 
Outlay

1 JPMorgan Chase & Co. JPM NY $2.6T 3.20 2.73 $8.4B
2 Bank of America Corp. BAC NC $2.3T 0.60 1.90 $6.0B
3 Citigroup Inc. C NY $1.9T 1.80 2.49 $4.5B
4 Wells Fargo & Co. WFC CA $1.9T 1.72 2.92 $8.3B
5 U.S. Bancorp USB MN $460.1B 1.48 2.80 $2.4B
6 PNC Financial Services Group PNC PA $379.8B 3.80 2.61 $1.8B
7 Bank of New York Mellon Corp. BK NY $373.6B 1.12 2.11 $1.1B
8 Capital One Financial Corp. COF VA $362.9B 1.60 1.66 $0.8B
9 State Street Corp. STT MA $250.3B 1.88 2.16 $0.7B

10 BB&T Corp. BBT NC $220.7B 1.62 3.15 $1.3B
AGGREGATE: $10.8T $35.2B
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                       Source: S&P Global Market Intelligence, as of 08/06/18 trading close 
 
The nation’s largest banks—where stocks are presently yielding 2.44% on a median basis--will remain the 
banking industry’s dividend growth machine as well as one of the major sources of attractive dividends for the 
equity market overall. And that makes sense—these companies are growth-constrained due to the 10% national 
deposit cap and generally present a higher risk profile to investors, given their greater dependence on capital 
markets-related revenues in the earnings mix. We also think that the large-bank CEOs especially feel the need 
to reward a group of shareholders who have been incredibly patient in the years since the Financial Crisis, often 
sticking with these stocks in the face of the political vilification that many of these companies (and their 
shareholders) endured.  
 
 
 
 
 
 
 
 
 
 

Highest Dividend Yields, Publicly Traded Banks > $1B in Assets & Based in The Greater South

Rank Company Name Ticker State

Total 
Assets 
($000)

TCE 
Ratio 

(%)

NPAs/
Assets 

(%)

ROAE 
(YTD, 

Ann'lzd)
(%)

Dividend 
Yield 

(%)

1 Penns Woods Bancorp, Inc. PWOD PA 1,474,492     7.62 0.90 9.19 4.13
2 First Keystone Corp. FKYS PA 990,121        9.50 1.44 6.13 4.08
3 Citizens & Northern Corp. CZNC PA 1,276,959     13.93 1.23 9.41 4.03
4 F.N.B. Corp. FNB PA 31,417,635   6.79 0.50 7.75 3.69
5 United Bankshares, Inc. UBSI WV 19,058,959   9.74 0.92 7.54 3.58
6 Southside Bancshares, Inc. SBSI TX 6,498,097     8.80 0.63 8.33 3.44
7 ENB Financial Corp ENBP PA 1,049,886     9.41 0.22 11.56 3.18
8 BB&T Corp. BBT NC 221,642,000 7.75 0.64 10.69 3.15
9 Franklin Financial Services Corp. FRAF PA 1,179,813     8.74 1.54 -2.89 3.15

10 Riverview Financial Corp. RIVE PA 1,163,607     7.28 0.23 10.45 3.01
11 Community Trust Bancorp, Inc. CTBI KY 4,136,231     11.51 2.41 11.84 2.95
12 Regions Financial Corp. RF AL 124,584,404 8.36 1.06 10.46 2.93
13 Univest Corp. of Pennsylvania UVSP PA 4,554,862     9.33 0.70 8.48 2.90
14 Peoples Financial Services Corp. PFIS PA 2,169,031     9.38 0.54 8.77 2.87
15 Sandy Spring Bancorp, Inc. SASR MD 5,446,675     8.58 0.68 8.58 2.85
16 Fulton Financial Corp. FULT PA 19,951,213   8.73 1.01 8.90 2.79
17 Citizens Financial Services, Inc. CZFS PA 1,361,886     7.86 1.75 12.62 2.77
18 ACNB Corp. ACNB PA 1,595,432     8.62 0.56 12.77 2.73
19 QNB Corp. QNBC PA 1,152,337     8.34 0.71 11.20 2.71
20 CB Financial Services, Inc. CBFV PA 1,231,660     8.56 0.66 4.73 2.70
21 First Horizon National Corp. FHN TN 41,425,725   6.54 0.94 8.62 2.64
21 Trustmark Corp. TRMK MS 13,797,953   9.07 0.81 9.37 2.64
23 PNC Financial Services Group, Inc. PNC PA 381,450,622 9.00 0.86 10.51 2.61
24 First Community Bancshares, Inc. FCBC VA 2,388,458     10.58 1.49 10.15 2.57
25 National Bankshares, Inc. NKSH VA 1,256,757     14.27 1.04 7.12 2.55

MEDIAN: 2.90
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It’s in looking at the dividend situation of the community banks that things get—well, a bit more sticky. Our 
group of large community bank stocks presently yields an average of 1.2%, with yields ranging from nil (we’ll 
discuss that condition in a moment) to 1.9% for some of the group’s more dependable dividend payers 
(TowneBank (TOWN) and United Community Banks (UCBI) share that august designation.) It is within this 
group that some of the industry’s greatest growth opportunities exist, as shown by recent deals from Pinnacle 
Financial Partners (PNFP), CenterState Bank Corp. (CSFL), South State Corp. (SSB), and others. 
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              Source: S&P Global Market Intelligence, as of 08/06/18 trading close 
 
These companies can rightly say that dividend growth must at present take a back seat to deal-doing, as the 
present is presenting a golden opportunity for well-positioned Southeastern banks to do mergers of size, thus 
expanding their geographic reach and lines of business and setting themselves up as ever-more-serious 
competition for the large regional banks. We find that most shareholders of these banks—which include 
institutional investors—are fully cognizant of and in accord with their plans for capital and are not demanding 
of high dividend payouts.  
 
We do think, however, that the law of large numbers will dictate for these growth banks that deals of size will 
become less available and less impactful upon the bottom line, and that they will eventually have to make a 
transition to a more “normal” distribution of capital. At this point, we do not have a firm idea of what will mark 
the end of the “growth mode” for these banks—it is unlikely to be an absolute asset size but more likely a 
scarcity of deals and a reluctance on the part of investors to pay high multiples for these stocks as the banks 
approach this more mature phase of their company life-cycles. We hope that these managements—who are 
mostly of a “building and acquiring” mindset—will have plans in place for these transitions and will be 
equipped with the capital planning skills to manage investor expectations during the process. 
 

20 Largest Publicly Traded Banks (< $50B in Assets, Based in The Greater South)

Rank Company Name Ticker HQ State 

Total 
Assets 

(06/30/18)

YTD 
Dividend 

Payout 
Ratio       

(%)

1 First Horizon National Corp. FHN TN $41.4B 46.15
2 First Citizens BancShares, Inc. FCNC.A NC $34.5B 4.35
3 F.N.B. Corp. FNB PA $31.4B 46.15
4 Synovus Financial Corp. SNV GA $31.2B 28.57
5 BankUnited, Inc. BKU FL $30.3B 26.42
6 Cullen/Frost Bankers, Inc. CFR TX $31.8B 37.58
7 IBERIABANK Corp. IBKC LA $27.9B 31.54
8 Hancock Whitney Corp. HWC MS $27.4B 29.09
9 Texas Capital Bancshares, Inc. TCBI TX $25.1B 0.00

10 Commerce Bancshares, Inc. CBSH MO $24.9B 24.35
11 Pinnacle Financial Partners, Inc. PNFP TN $22.2B 12.73
12 Prosperity Bancshares, Inc. PB TX $22.6B 32.29
13 Bank OZK OZK AR $21.3B 21.75
14 UMB Financial Corp. UMBF MO $21.8B 25.78
15 Fulton Financial Corp. FULT PA $20.0B 50.00
16 United Bankshares, Inc. UBSI WV $19.1B 55.74
17 BancorpSouth Bank BXS MS $15.3B 25.69
18 Simmons First National Corp. SFNC AR $15.1B 26.55
19 Home BancShares, Inc. HOMB AR $14.4B 25.58
20 South State Corp. SSB SC $14.5B 29.91

MEDIAN: 27.56
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As for the dividend non-payers, these tend to be of two types: smaller community banks that are still burdened 
with legacy issues from the Financial Crisis, or smaller community banks that were formed in the aftermath of 
the Crisis and are busily engaged in assimilating acquired franchises. Earnings for these banks tend to be 
“lumpy” and less predictable as they absorb other community banks—some of which are still in a damaged 
condition—and asset resolution is often part of the consolidation process. Earnings predictability is an essential 
ingredient of planning for a dividend, and we would hope that these companies will reach some state of 
earnings visibility that would allow them to pay at least a nominal dividend in the near term. In our view, 
dividends for banks are also partly an issue of investor psychology, and the payment of a dividend is an 
indicator of franchise solidity and stability for both investors and for depositors as much as anything else. 
 
We want to close this piece with one observation. It is roughly seven weeks from now that we all will mark the 
10th anniversary of the darkest days of the Financial Crisis, and it is hard to forget how bad—and how scary—
those days were when it seemed that the global financial system was about to grind to a halt and American 
banking would possibly become a nationalized activity. We can only reflect—10 years on—what a pleasure 
(and an unexpected one, at that) it is to be doing a piece on how American banks may use their abundance of 
capital and how bank stock investors are benefiting from a rudely healthy banking industry. It is absolutely, 
positively imperative that we do not forget what can happen when regulators fail to do their jobs and when 
investors forget to ask the hard questions of bank managements. So let’s not do that, OK? 
 
To read NAB Research’s disclosures for the preceding commentary, please follow this link: 
 
http://www.BushOnBanks.com/disclosure.shtml 
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