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American National Bankshare (AMNB)

Overview 170MM market cap. Annual dividend yield is at 4.2%. P/B at 1.05,
The Co. was founded in 1984, and acquired American National Bank and Trust Co, which was founded in 1909.
The Co. formed a subsidiary, AMNB Statutory Trust I, which issued preferred securities and used the proceeds to acquire
Community First Financial Corp. in April 2006. CFF operated 4 offices in Virginia.
In 2011, the Co. merged with MidCarolina Financial Corp, which operated 8 branches in North Carolina. In total, 25 offices and 2
loan centers. This implies, the Co. initially had 13 offices, and has doubled the offices through acquisitions, which we are not big
fans of because the Co. pays for unnecessary goodwill, which is premiums paid out to the previous owners. The future cash flow
from these 2 acquisitions must exceed the hurdle rate of the initial investment, which is difficult for a low growth community bank.
Total capital to risk weighted assets – 8% minimum. At least half of the capital must be Tier 1 capital, or common and preferred
equity minus certain intangibles. Tier 2 capital is subordinated, hybrid debt.
The Co.’s Tier is 15.75% and total capital to risk weighted is 17%.
Looking at the current lending atmosphere, with the ultra low deposit rates, it seems almost impossible for a bank to lose money,
other than a bloated SG&A and loss on portfolio. The large real estate portfolio is concerning, but is the real money maker for this
Co. The net interest margin spread is 4.3%. Net interest income off a $1.3BB portfolio is $50MM. The Co. also generates $10MM
in non-interest income, and has $40MM in non-interest expense, for a total $15MM in NI. Op. cash flow is not too different from
NI, and the Co. pays out $6MM in dividends.

Assessment Historic results have been stable, and we like the shareholder equity growth. Currently, the net tangible book value
plus 5 years of operating cash flow is $120MM + 5 * $15MM, or $195MM. That is not very attractive given today’s market equity
of $170MM. So, we will pass on this stock.
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