of

Summary Annual Report 2016

Almost two decades ago five men sat around a dinner
table and committed to creating a different kind of bank.
A bank that would always put people before products.
They trusted the fact that while times and technology
would change, banking fundamentals don’t. The events
of the last decades have proven these beliefs to be true.
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MANAGEMENT LETTER

Asset growth of more than

$172 million

Loan growth of more than

$95 million
The addition of

90 new clients

And we thought 2016 would be uncertain! Despite challenges, it turned out to be a
successful year and we are bullish on 2017.
Periodically it pays to step back and evaluate what is needed for the future. Over the
past two years, we’ve replaced our entire operating system, we’ve strengthened our
compliance functions and we’ve added to our customer relations staff, all of which are
investments designed to take us to the next level. Happily, we can say that this work is
largely completed.
More importantly, our business model is sound and it is as relevant as ever. It puts our
clients at the center of everything we do, it is conservative and it is designed to last.
In fact, as we look back at the California banks formed in 98’ (the Class of 98’), American
Business bank has outlasted all but one of the 19 banks that started with us. This is a
tribute to not only our business model, but to our clients and our fine staff of professional
bankers, as well.
Some of our accomplishments for 2016 include:
•
•
•
•
•
•

The addition of 90 new clients
Asset growth of over $172 million
Loan growth of more than $95 million
Earnings growth of 5%
Return on equity of 9%
Being named a Premier Performing Bank by the Findley Companies

We are particularly proud of these results because they show how a dedicated group of
bankers can both strengthen our infrastructure and continue to grow the bank. To them,
we offer our most sincere thanks.

Leon I. Blankstein
President, CEO,
Director

Robin C. Paterson
Executive Vice President, CCO,
Director

Wes E. Schaefer
Executive Vice President, CIO,
Director

Suzanne Dondanville
Executive Vice President,
Operations

Phil Feghali
Executive Vice President,
Corporate Banking

David A. Wolf
Executive Vice President,
Corporate Banking

The number of banks in California
dropped from 335 to 161

We have survived and prospered
all 19 years since our inception through ups and downs including
the great recession.

ABB has outlasted all but 1 of the 19
banks in the Class of ‘98

DURING THAT TIME...

The number of banks in the US
dropped from 8759 to 5141

ABB still has 16 of the original 17
employees that started the bank
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BASIC BUILDING BLOCKS
We are one of the lone survivors in the Class of ‘98 because we earn our
independence every single year by perpetuating our original vision.

Selective Relationships
While other banks are about quantity, we are about quality. We acquire and
maintain direct, long term banking relationships with only the best companies
in our region. Resulting in A+ client relationships who are the envy of banking in
Southern California.

Fortress Balance Sheet
Somewhere along the way, banks became loan driven, constantly looking for
ways to fund their loan machines, rather than looking for ways to safely deploy
depositors’ funds. American Business Bank has never forgotten that our number
one job is to protect your deposits. We refuse to risk your money just to produce a
short term gain.

Traditional Banking Model
We have stayed true to our principles, while other banks have changed their
business models in order to chase short term earnings or stock price. Instead, we
manage our clients’ deposits, we invest them in low-risk government bonds and
wait for those same clients to borrow. This model has served us well for many
years and has allowed us to apply our creativity to client-centered issues, rather
than financial engineering that benefits only the bank.

Culture of Trust
We trust each other. We trust our clients. Our aim is for our clients and the bank
to know each other so well that we know how each other thinks. By doing so, we
are more holistic in how we respond to challenges and opportunities that come
your way. We take into account your business goals, personal aspirations and
end game.

TOP OF THE CLASS
ABB continues to thrive because we don’t just say we are relationship driven,
we live it every day. In a very real sense, our bankers are your financial partners,
so we ensure that they:

Are knowledgeable. We often refer to our Relationship Officers as consultants

with capital. If we do our job right, our clients will consider us one of their most
trusted advisors, not just providers of credit and depository services.

Are creative. One advantage of strong banking relationships is our knowledge
of you. This knowledge allows us to custom-design solutions for your particular
needs. While our technology is as strong as it’s ever been, we do not use it to tell
us what to do. Rather, we use it to support good, old fashioned experience and
common sense that we use to customize each relationship.

Are empowered. Even though banking constraints have been growing, we still

empower our bankers to act on your behalf, with a minimum of red tape. As an
organization, we are constantly striving to be outward looking toward our clients,
rather than being inward looking towards satisfying only the bank’s needs.
As a result of giving our employees room to grow and authority to act, they stick
around. This eliminates the “rotating door” that clients have experienced with other
banks and gives them the peace of mind to know their banker is always there.

Julie Nguyen
Chief Financial Officer

NICHE MARKET

Focus
Focus
Focus

Our clients are typically privately owned. Many are multi-generational, themselves
built to last, whom we’ve known for many years.
We also know our marketplace and have developed a wealth of resources that we
provide to our clients. We even introduce them to each other. That’s relationship
banking.
Staying within our original marketplace and client profile has proven to be a
successful strategy. Even though we’re almost $2 billion in size, American Business
Bank has not even scratched the surface of the Southern California market. We’ve
chosen to grow the bank organically, one client at a time, and believe we can serve
our clients best by sticking to our business banking niche. Going deep, not wide.
Giving a great banking experience over and over. This is an entrepreneur’s market
and we intend to stay close to our entrepreneurial roots.

RAISING
LEADERS
Another reason we are prospering while other
banks failed is our standard of hiring and investing
in the best bankers around. We are constantly
on the lookout for like minded employees those who understand and value relationships in
addition to displaying an excellence in banking.
Once they join us, we ensure that they develop,
not only technical knowledge, but an ownership
of our culture, as well. Our clients benefit because
our people, unlike other banks, are not just
working a job. Rather, it is a commitment to our
culture of trust, customer care and ownership.
It’s a central part of our DNA.

Leaders

+

Learning

=

Legacy

Building a Legacy Bank

ABB University
An example of our commitment to the
development of our bankers is ABB University.
Unlike the training programs that major
banks have operated in the past, ABB U
goes beyond product knowledge, financial
analysis and customer service taught to
junior bankers. We equip new hires with the
resources to become consultants. We take it
further, including people at all levels in the
bank, so that everyone is learning every day.
In this way, we can remain not only relevant,
but helpful to our clients, as well.

We not only know every one of our clients
at the highest level of the bank, we know
every one of our employees, as well. We
are actively committed to matching their
strengths to their position to ensure success.
Similar to our approach in our market place,
we go deep, rather than wide, so that staff
members know their worth and do not feel
like a number. From this effort comes great
bankers. From great bankers, come great
clients. From great clients, comes a great
bank, one that will prosper for generations.
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Asset growth of 10% was accomplished
without sacrifice of the quality and
liquidity necessary to maintain a fortress
balance sheet.
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American Business Bank has grown its
book value over the past five years through
retention of earnings, negligible credit losses and prudent investment management.

We continue to grow our capital through the
reinvesting of earnings and by adding to our
reserves. We enjoy one of the highest riskbased capital positions among our peer group.
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Despite extraordinarily low interest rates
for almost a decade, American Business
Bank has consistently grown its revenues,
a true test of its franchise value.
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Despite the significant expenses incurred
by our operating system conversion and the
strengthening of our compliance processes,
we recorded earnings growth of 5%,
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American Business Bank’s business model
is efficient. Our assets per employee remain
among the best in the industry, approximately
double the industry average.

We don’t try to drive stock price. We drive value.
American Business Bank’s market value has
steadily grown since inception.

MANAGEMENT

Ahead of the Curve

Executive Vice President, CIO, Director
American Business Bank is in the enviable
position of having our management succession in place at our founding. With an eye
on the future, we have been able to keep
our founding management fully engaged,
while providing growth opportunity for our
future leaders.

Phil Feghali
Executive Vice President, Corporate Banking
Wes Schaefer
Executive Vice President, CIO, Director
Suzanne Dondanville
Executive Vice President, Operations
Leon Blankstein
President, CEO, Director
Robin Paterson
Executive Vice President, CCO, Director
David Wolf
Executive Vice President, Corporate Banking

BALANCE SHEET & INCOME STATEMENT
(in thousands)

DEC 2016

Assets

Overnight Interest Bearing Funds
$
Investment Securities		
Loans and Leases (net)		
Cash, Checks in Process of Collection, Due from Banks		
Premises, Equipment and other Assets
Total Assets
$

14% LOAN GROWTH

697
$
953,423		
788,375		
37,560		
73,347
1,853,402
$

10,030
878,873
692,875
29,798
62,351
1,673,927

Demand Deposits
$
Money Market		
Savings and Time Deposits
Total Deposits
$

831,838
$
721,720		
45,718
1,599,276
$

793,345
668,850
61,941
1,524,136

FHLB Advances
$
Other Liabilities		
Shareholders’ Equity
Total Liabilities and Shareholders’ Equity
$

103,000
$
15,489		
135,637
1,853,402
$

5,000
13,444
131,347
1,673,927

Liabilities And Shareholders’ Equity

Reflecting a stronger local economy,
loans increased $95 million as businesses
experienced increased activity, requiring
more borrowings for working capital and
fixed asset purchases.

13% REVENUE GROWTH
A key guide to the long
term health of any bank
is the growth in revenues.
ABB has been able to
organically grow revenues
since inception. Last year
was no exception.

DEC 2016

Twelve Months Ended
Interest Income
Loans and Leases
Investment Securities
Total Interest Income

$
$

Interest Expense
Money Market Accounts
$
Savings and Time Deposits		
FHLB Advances
$
Total Interest Expense
Net Interest Income
$
Provisions for Loan Losses
Net Interest Income After Provision for Loan Losses
$

5% DEPOSIT GROWTH
Although we added 90 new clients to the
bank in 2016, client firms saw their liquidity being absorbed into working capital to
carry increased levels of receivables and
inventory. This is a normal part of any
expansionary cycle.

CAPITAL & RESERVES
Despite the bank’s clean
loan and bond portfolios,
we continued to add to
our loan loss reserve and
retained earnings. This
has been part of our DNA
since the beginning and
will remain so.

DEC 2015

31,563
19,786
51,349

DEC 2015
$
$

29,063
16,283
45,346

1,154
$
180		
156
1,490
$
49,859
$
100
$
49,759

1,041
246
64
1,351
43,995
75
43,920

Non Interest Income

$

4,366

$

3,418

Non Interest Expense

$

36,500

$

31,175

Operating Income Before Taxes
Income Tax Expense
Net Income
Net Income Per Share – Basic
Net Income Per Share – Diluted

$

17,625
4,792
12,833
1.91
1.85

$

16,163
4,058
12,105
1.84
1.76

$
$
$

Weighted Average Shares – Basic		
Weighted Average Shares – Diluted		

$
$
$

6,733,897		
6,947,962		

6,586,481
6,867,082

Board of Directors

From top left:
Jon Schlobohm, Former Chairman, National Corset Supply
Edith Matthai, Managing Partner, Robie & Matthai
Trent Merrill, Chief Executive Officer, Triple R, LLC
Robert I. Usdan, Principal, The Endicott Group
D. Van Skilling, Chairman of the Board, Onvia, Inc.
Robert Schack, Chairman and Co-Founder, American Business Bank
Don Johnson, Vice Chairman and Co-Founder, American Business Bank
Gaurav Malhotra, Partner, Lucas Horsfall

FOUNDERS
Acorn Group
Ed Actkinson
Arthur J. Alper
Paul H. Apel
Anthony P. Arons
James A. Asher
John A. Asher
Robert L. Asher
Peter Barsocchini
Ben Bernie
Peter H. Betti
Leon & Mary Blankstein
Jay W. Bligh
Mr. & Mrs. Michael J. Bonesteel
William Brodersen
John Cirelle
Barry Cohn
Joseph Conzonire
Ben F. Smith, Inc.
Gerald P. Cotter, President
Frank Cutrone, Jr.
Debbie L. Dair
Frank DelRe
David Dennis
Aurella DeZonia
Roger & Diane Duhl
Jack Edelstein
Leonard A. Faas, Jr.
Herb Fields
Ed Fountain
Arnold L. Gilberg, M.D., Ph.D.
Harold Greene & Charlene Greene
Uri Halabe

John Hancock
Edward Handler
Mark S. Hierbaum
Dan Holtzman
Thomas H. Hurlburt
Donald P. & Lana R. Johnson
Karl Johnson & Barbara Smith
Morley Justman
Russell Justman
Charles King
R. DeWitt Kirwan
Richard Koral
Beverly & Andy Liggett
Martin & Sandy Luboviski
Larry D. Lyon
Joel Matta, M.D., Ph.D.
Donald V. McCann
George B. McGregor, III
Trent D. Merrill
Ken Miller
Thomas E. Miller
Gene Montesano
Stan & Aileen Morse
Robert Murphy
Marc Myers
Raymond V. O’Brien, III
John & Laura O’Connor
Norma Owen
Robin C. Paterson
Barry L. Perlman
Darrel Reifschneider
Rob Reifschneider
Richard A. Riddle

Brian Roberts
Marty & René Romell
Al & Elaine Ruhl Trust
William A. Saunders
Robert & Gail Schack
Kathy Schaefer
Wes Schaefer
Jon Schlobohm
Roy Schlobohm
Richard C. Seff
Sandy M. Singer
D. Van Skilling
Richard St. John
Donald P. Tobin
Robert G. Twist
Ervin (Erv) Unvert
Jim Valestrino
Ralph Van De Moere
Chuck Von Der Ahe
T/C Von Der Ahe
Revocable Trust
Carl Von Wolffradt
Marshall Wax
Max Weissberg
Fred & Sue Westberg
Myra & Louis Wiener
A. Charles Wilson
Timothy Wilson
Kenneth Wolt
Terrence L. Young
William L. Young, Jr.

HEADQUARTERS
Los Angeles
523 W. 6th Street, Suite 900
Los Angeles, California 90014
213.430.4000

REGIONAL OFFICES
Orange County
18101 Von Karman Ave., Suite 450
Irvine, California 92612
949.261.1122

South Bay
970 West 190th Street, Suite 301
Torrance, California 90502
310.808.1200

San Fernando Valley
21800 Oxnard Street, Suite 350
Woodland Hills, California 91367
818.884.0000

Inland Empire
3633 Inland Empire Blvd., Suite 720
Ontario, California 91764
909.919.2040

www.americanbusinessbank.com

