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12 Month Target: $35.75
Last Close: $39.72

Evans Bancorp, Inc. 
(NYSEAMERICAN: EVBN)

Recommendation: 
SELL

Downside: 
– 10.00%

Michael Penna | Edward DiTomasso | Lucas Horigan | Raj Jasani – Rochester Institute of Technology 



Our Investment Thesis
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Stagnant market share 
by deposits since 2008 
due to intense competition 

Evans Bank’s Loan Book facing 
rising delinquencies, net interest 
margin compression, and slowing 
mortgage growth 

U.S. recession provides 
significant headwinds for 
Evans Bank
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3Stagnant market share by deposits since 2008 due to intense competition 



Business Description 

Operating locally, all of Evans Bank’s revenue relies on Western New York. 4



Environmental
No commitments

David J. Nasca
PRESIDENT & 

CHIEF EXECUTIVE OFFICER

Michelle A. Baumgarden
SECRETARY

Nicholas J. Snyder
ASSISTANT SECRETARY John B. Connerton

CHIEF FINANCIAL OFFICER & 

TREASURER

Corporate Officers
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Social
• 2015 Redlining Settlement
• Outstanding on Community 

Reinvestment Act Exam
• WorkLife Solutions and Building 

Excellent Schools
• Buffalo Together Community 

Response Fund

Governance
• Seemingly No Agency Issues
• Staggered Board of Directors
• 23% Women Directors

Environmental, Social, and Governance 



Key Bank FootprintM&T Bank Footprint HSBC Footprint

Evans 
Bank 
Footprint 

Location & Coverage 
at Disadvantage

6EVBN locations are dominated by their major competitors



Source: Company Filings

Loan and Deposit Analysis
$1.88B

$0.24B

$1.34B

7EVBN boasts C&I, when mortgage and housing related loans are their bread & butter



8Evans Bank’s loan book facing rising delinquencies, net interest margin compression, and slowing mortgage growth 



Source: Bloomberg, New York State Federal Reserve

+4.50%

%

Industry Analysis 

9

%

Yield Curve impacting EVBN’s profitability, while commercial activity dwindles



Source: Federal Reserve Economic Data

Industry Analysis 

10Housing starts decline as rates hit highs; housing prices reflect increased debt, not consumer strength

$M



Source: Bloomberg, NFIB Small Business Actual Earnings Changes

Industry Analysis 

Rate Hikes Begin

11Inflation causing consumer spending fatigue, causing business headwinds to intensify



Competitive Positioning

Competitive Rivalry: Significant
Threat of New Entrants: Moderate
Power of Suppliers: Moderate
Power of Customers: Moderate
Threat of Substitutes: Insignificant

Porter’s 5 Forces: EVBN vs. Peers Analysis 12



Source: FFIEC Custom Peer Reports & Team Calculations

Rising delinquencies are imminent despite return to “normal levels”
1: Forecasts are derived from RIT Team Estimates

1 1
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Competitive Positioning



14U.S. recession provides significant headwinds for Evans Bank



Financial Analysis

Source: Bloomberg, Company Filings, Team Calculations

2: Forecasts are derived from RIT Team Estimates

$M
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15Expected GDP decline to impair EVBN loan book causing NPLs to rise



3: Forecasts are derived from RIT Team Estimates
Source: Bloomberg, Company Filings, Team Calculations
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Financial Analysis

Deposits remain steady while loan base volatility entails increased provisions

~(10%)
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We calculate a target price of $35.75, a 10.00% downside to the close of $39.72
4: Forecasts are derived from RIT Team Estimates

Source: Bloomberg, Company Filings, Team Calculations
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Valuation



Relative Valuation and Estimates

Source: Bloomberg, Company Filings, Team Calculations

5: Forecasts are derived from RIT Team Estimates 18Relative Valuation Metrics 
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19What headwinds face our thesis and what we expect



Investment Risks 

Buyout Risk: 
If a recession occurs, EVBN 
could have an attractive price. 

“Soft Landing” is achieved:
Federal Reserve becomes 
“dovish” and begins QE or
inflation returns to normal; 
businesses thrive

20Don't invest in Evans Bank - the risks outweigh the potential reward.



Recommendation

What is the market not seeing?

Amid intense competition, Evans Bank is 
not ideal for investment, especially given a 
looming downturn

21

Stagnant market share 
by deposits since 2008 
due to intense 
competition 

Rising delinquencies, net 
interest margin 
compression, and slowing 
mortgage growth in 
Evans Bank’s loan book

U.S. recession provides 
significant headwinds 
for Evans Bank

We recommend to SELL at a target price of $35.75
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Loan Book Projections
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Historical and Pro Forma Loan Book
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Real GDP – Historical and Projected
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WNY Addressable Lending Market 
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Historical + Pro Forma Charge-Offs and Allowance for Loan Losses
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Operating Model
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Interest Earning Assets
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Interest Bearing Liabilities
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Income Statement Drivers
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Balance Sheet Drivers
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Dividends and Capital 
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Historical and Pro Forma Income Statement
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Historical and Pro Forma Balance Sheet
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DDM Model Assumptions 
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DDM Model Assumptions
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Dividend Discount Model (DDM) - Key Assumptions:

Model Assumptions: Final Year Total Asset Growth Rate: Total Asset Growth:
Initial Cost of Equity: 6.80% Base 4.0% Base 6.0% 5.5% 5.0% 4.0% 4.0% 4.0% 4.0%
Annual Reduction in Cost of Equity: 0.05% Upside 3.5% Upside 4.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

Downside 4.5% Downside 10.0% 10.0% 9.5% 9.0% 8.5% 8.0% 8.0%
Selected: 4.0% Selected: 6.0% 5.5% 5.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0%

Final Year ROTCE: Return on Tangible Common Equity (ROTCE):
Base 7.5% Base 11.2% 11.0% 11.0% 10.0% 9.0% 9.0% 9.0%

Stub Period Fraction: 0.250 Upside 7.0% Upside 10.0% 9.5% 9.5% 9.0% 9.0% 8.5% 8.5%
Downside 8.0% Downside 12.0% 12.0% 11.7% 11.5% 11.0% 10.5% 10.0%

Selected: 7.5% Selected: 11.2% 11.0% 11.0% 10.0% 9.0% 9.0% 9.0% 7.5% 7.5% 7.5%



DDM Model – Base Case
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DDM Model – Bear Case
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DDM Model Build-Out
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Relative Valuation
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WACC
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