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With the collapse of Silicon Valley and Signature Bank early in the year, 2023 was shaping up to be a pretty intense year for banks. However, soon the dust settled and then 2023 became the year of waiting. Waiting to see how many other banks would fail, waiting to see if inflation would finally be brought under control, waiting for signs of the impending recession, waiting for the Israeli conflict to escalate, waiting for the Fed to lower interest rates, and yet, we still wait. So, 2023 ended quietly and the sky did not fall, but the earnings for most community banks certainly did. With so many banks struggling to maintain capital and liquidity levels, the cost of funds continued their march higher, and bank margins were significantly reduced. The Bank of Romney took a more cautious approach back in 2022, when rates started their climb, the bank slowed loan and invest­ ment growth. This allowed us to preserve capital and liquidity levels, while maintaining a strong margin resulting in stronger earnings through 2023 when compared to our peer group. As a result, the financial performance of Romney Bankshares, Inc, and its subsidiary, The Bank of Romney, has continued its history of success by leading its regional peer group for the fourth consecutive year in Return on Assets, at 1.15%.

Financial Results

The net income recorded was $4,248,486 or 14.6% less than our income of $4,977,353 for 2022. Net interest income de­ creased $340,881 compared to 2022. This decrease can be attributed to interest expense for liabilities increasing faster than interest income from assets. The bank also incurred a $473,750 charge-off on a sub-debt bond related to the Signature Bank failure and another $150,000 loss on sale for a similar sub-debt bond with Western Alliance Bank.
Our balance sheet totals at year-end 2023 were mixed with a modest increase in loans and a modest decrease in deposits. Ending net loan balances grew by $1.9 million to $265,296,908 compared to the 2022 balance of $263,372,917. Total deposits equaled $261,867,793 at the end of 2023, compared to $266,580,243 in 2022. The decline in deposit balances can be attributed to a decrease in brokered certificates of deposit of $8.7 million in 2023.
As mentioned earlier, after a period of strong total asset growth, management and the board decided to slow both loan and investment growth in our current interest rate environment to preserve capital and liquidity. The result was a slight decrease in total assets of $2,943,125 from $363,804,812 in 2022 to $360,681,687 at year-end. The bank's capital leverage ratio increased to 14.1% at year-end 2023 compared to 13% at year-end 2022.
Our continued strong net income enabled the Bank to raise our 2023 dividend payout once again, providing for a $1.68 per share compared to a $1.46 per share in 2022. Despite a decline in total assets, strong earnings and capital ratios enabled the Bank to raise its share price an additional three dollars in 2023 from $70 to $73.

Operational and Product Improvements

Today, it seems if you don't do something technology related every year then you just fall behind two years. This year our loan officers were excited to share their new loan apps with their customers and business partners. The app allows borrowers to complete the entire loan application using their mobile device and automatically shares that information with their loan officer. If the app is accessed via our website, it will be sent to the first available loan officer. The app can also be shared with other business partners that have clients who may need a loan.
On the deposit side, the bank is now able to provide on-line deposit account applications. Our current core processing system does not currently allow complete automation of the account opening process, but customers can now provide the necessary documents and then schedule a time to meet with one of our customer service representatives, at any branch location, to com­ plete the process.

Community and Social Engagement

In keeping with the Bank's mission of community involvement and support, employees are encouraged to lend their financial expertise and time to clubs and organizations through volunteering and participating in local activities. During 2023, The Bank of Romney employees again contributed over 1,000 volunteer hours and the Bank continued to be a leading financial partner in our local communities. A community bank reinvesting in our local students, residents, communities, and organizations is a very significant part of The Bank of Romney's mission.

www.bankofromney.net
Email: bkromney@hardynet.com


Human Resources Changes

In recent years the phrase 'Great Resignation' has been used to characterize the employment picture for most industries. At The Bank of Romney, we have coined the phrase 'Great Retirement' to describe our employment situation over the last two years. In 2023, the bank added another five employees to our list of honored retirees. That brings the total over the last two years to nine, or a little over 13% of our current workforce. Coupled with the record low unemployment rate over the last two years, recruiting, training, and retaining qualified replacements has been a significant challenge for the bank. Nonetheless, the bank would like to recognize our 2023 retirees: Judy Miller, Augusta Customer Service Representative with 15 years of service; Debra Travis, Paw Paw Customer Service Representative with 21 years of service; Debbie Snyder, Main Office Loan Operations Clerk with 16 years of service; Rebecca Crouse, Main Office Loan Operations Clerk with 23 years of service; and Myra Kesner, Augusta Branch Manager with 39 years of service. That's a total of over 114 years of banking service and knowledge. Fortunately, the bank has been able to recruit some great young talent returning to the community after their col­ lege graduations, and the bank has others actively pursuing degrees in essential knowledge areas. The Board and management are excited about the potential for our newer employees and look forward to teaching them how to do community banking The Bank of Romney way.

Outlook Perspective

If the economists are right, then we have made it through the shakiest part of this economic cycle. Inflation has cooled down but is still elevated above the Fed target of 2%. The labor market has remained strong with wage growth running at or above inflation rates. Delinquency rates have ticked higher but stay well within historical averages. Consumer spending is robust and continues to support earnings, stock prices and GDP growth. Home supply is still low based on demand levels with values stabilizing on the high side. The only negative discussed in the economy is government spending and debt that are at historical levels. The burning question is whether that spending and debt have created a house of cards that will easily fall. And that is why we still wait. The bank has plenty of reasons to be optimistic about its future. Our area is once again experiencing growth, and we have ample capital to support growth. Our earnings have remained above the area peer group and will support both strategic investments and stockholder returns. With our businesses and lower-income customers feeling the hardest effects from this inflationary period, The Bank of Romney is as strong as ever and remains prepared as always to provide whatever stability our local economy may need. Current economic trends provide no indication The Bank of Romney would not expect to continue its financial success with both higher dividends and stock value. So once again, thank you for the support and confidence placed in The Bank of Romney over the past year and beyond.
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