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Bermuda Commercial Bank June 2008 

(BCB-BH)                   BSX Financials ï Banks 

 

Share Price (06/20/08): $11.00  Annual Dividend: $0.80  Shares O/S: 5.75m 

Stock Rating: Hold  Current Yield: 7.27%  Market Cap: $63.3m 

Risk Profile: Moderate  Payout Ratio: 74%  BSX Weight: 2.46% 

1-Year Target: $11.00  Ex-Dividend Date: 12/03/08  Book Value: $10.88 

1-Year Implied ROR: 7.3%  Frequency: Semi-Annual  Price/Book: 1.01x 

 

52-Week High: $13.90  Earnings Snapshot: 2005 2006 2007 2008E  

52-Week Low: $9.00  EPS: $1.04 $1.67 $1.08 $1.18 

Avg. Monthly Volume: 8,200  YoY Growth: 100.0% 60.6% (35.3%) 9.3% 

   P/E Ratio: 7.69x 5.09x 11.11x 9.00x 

Current P/E Ratio: 10.19x  Fiscal YE Price: $8.00 $8.50 $12.00  

Shareholder's Equity: $62.6m  

Total Assets: $696.5m  

Return on Equity: 9.9%  

Return on Assets: 1.0%  

 

Notes:  -on 05/31/08, BCB had 1.36 million 

  warrants exercised, resulting in  

  $10.2 million in new share capital 

  (market cap, book value, and EPS 

  figures take this dilution into effect.) 

            - BCB fiscal year end is Sept. 30
th
.  

                       Price chart as of June 20, 2008.  Courtesy of Bloomberg LLP. 

 

Fiscal 2007 Earnings Disappoint  
I N V E S T M E N T  H I G H L I G H T S 

 Net operating income for fiscal 2007 came in at $5.94 million, or $1.08 per share ï down 29% from 2006 
operating income of $8.38 million, or $1.67 per share.  BCBôs operating EPS fell 16% short relative to our 
estimate of $1.28.  The deterioration in earnings was primarily due to a significant drop in the Bankôs deposit 
base following the FCIB investigation of late 2006. 

 Total Assets rebounded sharply year-on-year from $464.3 million to $621.5 million, an increase of $150 
million or 34%.  Management appears to have effectively bolstered client deposit levels following the turmoil 
of the FCIB money-laundering charges of Sept. 2006 and the ongoing sale process of the Bank. 

 Foreign exchange gains grew by $140,000, or 21.5%, to $790,000 due to increased turbulence in worldwide 
currency markets. 

 

O P E R A T IO N S  R E M A I N  C O N S E R V A T I V E 

 BCB concluded a two-year comprehensive review of its risk operations, resulting in the termination of certain 
client relationships which stood outside its ñbusiness strategy and conservative risk profileò.  Although this 
process led directly to lower fee and commission-based income, management was satisfied with the end 
result, which led to ña leaner, lower risk clientele which the Bank is better able to service.ò 

 The Bankôs 2007 earnings shortfall was due, in part, to their longstanding (and conservative) investment 
policy of matching client deposits with cash and cash-equivalents.  Profits were vulnerable to the changing 
interest rate environment and fluctuations in average deposit levels.  Nonetheless, BCB appears to have 
successfully ñweathered the stormò in the financial sector, with little exposure to the worldwide ñcredit 
crunchò and no investments in U.S. mortgage-related or asset-backed securities. 

 

BCB  2-year chart: 


