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Positive Momentum Sustained in Q3; Growth Continues 
Freedom Bank has enjoyed a solid all-around year thus far in 2013. Loan 
growth has been stellar, credit quality has improved and profitability levels 
have increased, which are all positives and set the stage for further growth in 
2014. Third quarter results were headlined by a reduction in problem loans and 
sustained earnings momentum that picked-up steam in the second quarter.  
 
Freedom Bank had two additional commercial bankers join their team during 
the third quarter, which is a continuation of the success that Freedom Bank has 
had in recent quarters adding to their loan production team. We have seen the 
benefits of the new hires that came on-board in 2012 in the balance sheet and 
net interest income growth so far in 2013 and expect the positive cycle to 
continue in future periods. In addition, we feel that the strengthening of 
Freedom Bank’s position within their core markets that has occurred as the 
franchise has matured will increasingly help to support profit levels. 
 
FDVA shares have performed well in 2013 and are up approximately 48.1% 
since the beginning of the year. In August, FDVA completed a six for five 
stock split, which should provide an incremental boost to stock liquidity. Book 
value post the stock split is $7.52 per share and FDVA shares now trade at a 
slight premium to book value.  
 
Community bank stocks have enjoyed nice gains in 2013 as investor 
confidence has increased on the back of lower credit concerns and improved 
capital positions. We continue to feel that banks that are able to demonstrate 
strong earnings growth will attract additional investor attention in future 
periods.  
 
Our earnings per share estimate adjusts to $0.48 after the stock split, which 
would represent a significant increase over the $0.35 per share earned in 2012. 
Freedom Bank has done an admirable job balancing growth and profitability, a 
recipe that we expect to continue to yield positive results in 2014.  
 
Company Overview 
 

The Freedom Bank of Virginia is headquartered in Fairfax, Virginia and had 
$270 million in assets at quarter-end. The bank operates two branch locations 
in Northern Virginia, one in Vienna and one in Fairfax. The bank offers a full 
suite of traditional banking products, including retail checking and savings 
products, residential mortgage loans and a broad array of commercial products.  
 
The bank’s stock trades on the Over the Counter Bulletin Board under the 
ticker FDVA.  
 
 

Last Price: $8.02 
Market Capitalization: $27.6 million 
 
52 Week Range: 
$4.68 - $8.84 
 
Annual Dividend:  $0.00 
Dividend Yield: 0.0% 
 
Book Value: $7.52 
Tangible Book Value: $7.52 



 

 

 

 

Profitability Levels Climb in Q3; Credit and Capital Look Good 

Freedom Bank reported third quarter net income of 
$404 thousand, or $0.12 per share compared to $0.15 
per share in the second quarter of 2013 (adjusted for 
the six for five stock split) and $0.13 per share in last 
year’s third quarter. Third quarter earnings equate to an 
annualized return on assets of 0.60%. 
 
Earnings for the first nine months of the year totaled 
$1.2 million, up from $1.0 million in the same period 
of 2012. On a per share basis, earnings year-to-date 
totaled $0.36 versus $0.30 during the first three 
quarters of 2012.  
 
Across-The-Board Strength in Q3 
The year-to-date earnings growth was driven by a 
boost in net interest income and noninterest income, in 
addition to a decline in loan loss provision expense. 
The loan growth experienced in recent quarters helped 
to push interest income higher and the focus on 
lowering interest expense combined to increase net 
interest income so far in 2013. Expenses have also 
climbed due to the recent hiring activity in the lending 
area, but the increase in revenue more than offset the 
increase in expenses during this period.  
 
Credit Quality Stays Impressive 
Freedom Bank did not have any charge-offs in the third 
quarter and nonaccrual loans declined by $160 
thousand to $1.4 million. As a percentage of loans, 
nonaccrual loans declined to 0.69% at September 30th 
from 0.79% at June 30th. The improvement in asset 
quality over the past year has been significant as 
nonaccrual loans stood at 1.46% of loans a year ago.  
 
Freedom Bank does not have any foreclosed 
properties, so their total nonperforming asset balance 
was a low 0.50% of assets at the end of the third 
quarter, down materially from 1.05% a year ago and 
1.95% two years ago. We expect Freedom Bank will 
continue to enjoy excellent credit quality in the coming 
quarters. 
 
 

Significant Loan Growth During the Past Year 
Over the past year, Freedom Bank’s loan balance has 
increased by $41.5 million, or 26.4%. Management 
has really focused on building out the lending team, 
which has contributed to the loan growth in recent 
periods. It feels like Freedom Bank is well-positioned 
heading into 2014 and should continue to see loan 
growth as new lenders gain traction.   
 
Core Operations Performing Well 
Year-to-date, noninterest income has grown by 
14.5%, which we feel is a byproduct of Freedom 
Bank’s growth and maturation. As mentioned, 
expenses have increased along side the growth in the 
lending team, which is to be expected. As the new 
lenders get up and running the return on the 
investment that Freedom Bank has made in the new 
producers picks up and offsets the increase in 
compensation expense. We have seen this play out in 
2013 with the increase in interest income and 
subsequent boost in earnings. Year-to-date, total 
expenses have increased by 25.4%, much of which is 
due to the increase in compensation expense tied to 
the hiring spurt.  
 
Interest income has climbed by $0.9 million year-to-
date, a 12.2% increase. During this period, interest 
expense has actually declined modestly despite strong 
deposit growth over the past year. The net result has 
been a 16.2% year-to-date increase in net interest 
income. Significant loan growth over the past year can 
be thanked for the increase; a trend that we expect to 
continue into 2014.  
 
Capital Position Has Supported Recent Loan 
Growth 
Freedom Bank’s capital ratios still look healthy, even 
after the asset growth experienced in 2013. At the end 
of the quarter, Freedom Bank’s equity to assets ratio 
stood at a solid 9.6%, which is down from 11.4% a 
year ago due to the growth in assets over the past four 
quarters.  
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Important Disclosures and Information about Dogwood Research 
LLC Copyright 2013 Dogwood Research LLC. All rights reserved. Dogwood Research LLC is an equity research 

firm that provides third-party research and investor relations services to community banks in the Mid-Atlantic 
region. This report is deemed an investor relations report and Dogwood Research LLC receives a fee from the 
company discussed in this report to prepare the material. The report is for informational purposes only and is not 
an offer to purchase or sell any securities; nor is it a recommendation to purchase or sell any securities. 
Information included in this report is compiled from sources that we believe are reliable, but is not guaranteed 
by Dogwood Research LLC. The report includes forward-looking statements, including estimates, that may 
differ materially from those listed in the report. Any opinions, estimates or forward-looking statements are 
subject to change without notification. Neither the analyst nor a member of the analyst’s household owns shares 
of the subject company. For more information, please visit www.dogwoodresearch.com. 


