Dear Shareholders,
Our company successfully completed the fourth quarter of 2018 closing out the full year on trend. I would describe
the last quarter as one of “staying on the grind.” Equity market volatility increased dramatically, the yield curve flattened
and the Fed signaled new uncertainty regarding the pace of future interest rate increases. At Seaside, we continued our
work on a long list of internal processes, operating systems and risk management enhancements and improvements,
all of which are important to supporting our future growth.
As of this writing, the U.S. labor market continued to demonstrate evidence of strength by adding jobs in December
at the fastest pace since February, and wages surged despite weak manufacturing data from the United States, Europe
and China. While lower energy prices continue to subdue inflation, the data suggests the real economy maintained
strong momentum at the end of 2018 even as financial markets sank.
Three Shores Bancorporation (TSB) ended the fourth quarter of 2018 at $1.88 billion of total assets, which was flat
from the prior quarter, but nine percent higher than the same period one year ago. Total gross loans were $1.38 billion
at year end, up one percent from the third quarter and nine percent from a year ago. Total deposits ended the fourth
quarter at $1.55 billion, which was down three percent from the third quarter, but up twelve percent from the end of
2017. The cause for the decline of deposit balances was directly attributed to our moving a substantial sum of deposits
off balance sheet to a repurchase agreement structure as is part of our product offering for select corporate clients.
The market value of assets under management took a beating during the fourth quarter, as the equity market fell precipitously, ending December 31 at $661 million versus $700 million at the end of the prior quarter. As a result, yearover-year growth of AUM was negatively impacted to three percent.
Our credit metrics remain stable and very attractive with a nonperforming assets to total assets ratio of .06 percent
and a Texas ratio below 1 percent. Our tangible book value per share ended the year 2018 at $5.87 compared to $5.22
at the end of 2017, which represents growth of more than twelve percent.
Turning to the income statement, TSB earned consolidated net income after tax of $4.57 million for the fourth quarter
and $17.17 million for the full year of 2018. Excluding the favorable impact of lower tax rates enacted at the end of
2017, we improved earnings 36 percent year over year on a core run rate basis and 84 percent when taking into account
the lower tax rate handed to us. Relative earnings improved slightly comparing the fourth quarter of 2018 to the fourth
quarter of 2017 (before the new tax law): 12.95 percent return on equity versus 12.88 percent, respectively. For the full
year of 2018, return on equity was 12.48 percent compared to 10.39 percent for 2017. Our return on average assets
continues to hover around 1 percent, and our overall efficiency ratio remains in the high 50th percentile.
Overall, the majority of our performance metrics continue to outperform the industry and the state averages, but we
have a lot of work to do to place us in the elite category for many of them. Achieving and maintaining that elite status
remains our goal at Seaside and Three Shores. For us to improve further it will take full engagement of all of our professionals and additional scale. We are highly confident that we will achieve both.
I hope this letter finds you and your family in good health and spirits. Thank you for your continued support.

Kind Regards,

Gideon T. Haymaker
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