FS Bancorp Reports First Half 2020 Financial Results

The first half of 2020 has brought unique challenges to Farmers State Bank and most businesses, and
our team has worked extremely hard to be a source of strength in our community. There is still a lot of
uncertainty around the current and future economic impact of the COVID-19 pandemic, but we entered
this economic environment with strong core earnings and a strong balance sheet.

During the second quarter of 2020, net income for the Company was $3,366,000 compared to $3,214,000
for the second quarter of 2019. We are pleased to report solid earnings for the quarter despite the
increased operating expenses from measures we took to keep our employees and customers safe and the
net interest margin compression from loans and investments repricing at lower rates due to the decline in
rates that occurred in the first half of 2020.

We continue to build a very strong balance sheet. Our capital increased by 14% during the past twelve
months. Deposits grew 19% over the last twelve months. Deposits increased primarily from economic
impact payments, funds from Paycheck Protection Plan (PPP) loans, and increases in municipal deposits.
Many financial institutions have experienced a surge in deposits over the quarter.

Loans grew 16% over the last twelve months. We are very pleased that we were able to help support over
4,600 jobs by funding approximately $33 million in PPP loans to over 400 organizations. Loan interest
income for the quarter included $250,000 of fee income on PPP loans. Total loans also include $45 million
in mortgage warehouse loan participations with another Indiana community bank.

While we have provided temporary payment relief to approximately 3% of loans to borrowers impacted
by the Pandemic, our asset quality indicators remain very good. Most modifications involved deferring
principal and/or interest payments for a short period of time and extending the maturity date of the loan.
We will continue to monitor our loan portfolio very closely as these loans with payment adjustments
resume normal payment schedules, but we do not currently believe these modified loans are impaired.
Through the second quarter, we had net recoveries of $36,000 on previously charged-off loans.

Going forward the Pandemic can impact our earnings in several ways. We expect that we may experience
an increase in loan losses if the economy continues to be negatively impacted for an extended period
of time; however, it is very difficult to predict the impact on our borrowers at this point in time. Our net
interest income will likely be negatively impacted by the decline in interest rates as this decline in rates is
expected to be sustained until our economy begins to recover.

Thank you for your continued investment in FS Bancorp and your support of our Farmers State Bank Team.
You are invested in the 24th highest ranked bank under $2 billion in assets in the country according to the
American Bankers Association for the year ended 2019. Rankings are based on average return on equity
for the trailing three years.
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CONSOLIDATED BALANCE SHEETS CONSOLIDATED STATEMENTS OF INCOME

June 30, 2020 and 2019 (Unaudited) For the Three and Six Months Ended June 30, 2020 and 2019 (Unaudited)
Three Months Ended Six Months Ended
(Dollars in thousands) 020 2019 June 30 June 30
Assets (Dollars in thousands except earings per share) 2020 2019 2020 019
Cash and due from banks $110,637 $95,771 Btetestinclna T
?V(TSUT?_:“ secIL-JrltlesE.’ """ k tk """"""""""""""""""""""""""""""""" 132;12 10;;22 Interest and fees on [0aNS...........ccoeeveeeeeiiececeecee e $7,668 $7,448 $15,413 $14,666
Tet ?Ta bR LA 5 BT e R s 665’000 573’152 Interest on investment securities...........ccccccooeeeiiieeeinnean. 735 691 1,409 1,343
otal loans.. . e . 5 oW R ST =t Wl 1. b ; ,170 ’83 Other-interast and-dividonimg T S 61 337 305 627
Less deferred lodn fee ok i S r -5 e s e T (1,170) (83) Hotalnterociicome 8,464 8,476 17147~ 1663
Less allowance for [0an I0SSES.........c..ccoveeivieiiiiecie e (6,515) (6,090) }
Loans, Neti. b s o e T e s R e S S 657,315 566,979
Premises anaie quinine R e s S - e e 11,027 10,640 Inltr?t?raessf oEn)Ejg;:‘snstse X oo - v
CSV-INSUGANGERS Y0 2 . . S SN s "R 1 14,216 AR e S . ™ s . R RS LR 1 O g o0 o oy oo oo R ; , ;
Goodwill and other intangible @sSets.............ccccevevrieviereicieieeceeseias 2,616 2,664 Interest on FHLB advances and other borrowings.............. i 172 341 340
Other, 35 EEumil ... g B (o il LoRuiied L L S L 5,236 5,504 Total Interest Expense 788 1,198 1,955 2,275
Total Assets ___$938,708 M
SR - e B e Net mt?reﬂ COine N 7,676 7,278 15,192 14,361
Liabilities Provisiontionloanilosses .. .. —eiis. = SRS Sl ER-S5D! 108 302 218
Deposits
INoninierestEbeanng deametss. S . . . a e $210,754 $163,309 Net Interest Income after
|nterest—bearing demande s ame s TR S T 324,409 281,439 Provision for Loan Losses 7624 7170 14.890
e R e 135,308 120715 oo o L LT G : ' : 118
MR dEMB2601000 .. . FENSENERGNE, - L ook TR o 89,141 80,381 .
TIOE B0 over . ol - R 36,853 22,201 Noninterest Income
Nolalidepos SNBSS sEr N TS 796,485 668,045 Service charges on deposit aCCOUNtS ........cccoooooovveieeneene. 296 493 739 954
REplchasotagrecento i Ths N S ENE = SRR L. | 5,887 5,110 DeDit Card iNCOME ... 572 567 1,178 1,072
Federal Home Loan Bank adVANCES ...........o..oovevvererreeseeseseseereereseenen, 43419 43,405 Mortgage banking......... e s 70 58 123 97
o 1 T e G CE e R R Y 4,246 4,598 gf‘r:f; I(r:zzsrs:) on securities o 31‘7‘ )~ 6%
iabiliti 850,037 721,158
1o Total Noninterest Income 1,267 1,439 2,702 2773
s Noninterest Expense
Shareholders’ Equity :
Common stock: No par value, 5,000,000 shares authorized; gi?&?:ni;dei‘lﬁ:zge; EfgniT:anet """""""""""""""""" 22?2 232; 5‘712(1) 52523323
2’:81 ,952tsrarz§ |ss2L(1)e2%; ang 226120‘428 and 2,193,337 149 149 Furniture and equipment, data processing expense.......... 761 677 1,511 1,359
& Z ares 0;1 Is anding ANAROL O el SRS e 2% Advertising.and matkelng SXpeRge st e LS 74 107 292 .
Rzlta-ilr?efiag;rani.rlxé RAETIE R T  s e e e = Other expense. ....... SHE S U SR v . T 930 864 1,862 1764
................................................................................... ’ ) Total Nonntel'est E ense 4,867 R TS
Net unrealized gains (I0SSES) ON SECULIES .........co.cvvvrverereeiiereeeereeeeenen. 3,768 1,660 I 4 v 4768 8,19 i
Less treasury stock, at cost; 201,524 and 188,615 shares 2020 & 2019 (6,395) (5,339) lhcome Before: INaomeiians 4004 o S B
Total Shareholders’ Equity 88,671 77,697 PrOViSiON fOr iNCOME tAXES ......vvvveverevereerereseessesersssessseens 658 627 1:258 1;151
Total Liabilities and Shareholders’ Equity $938,708 $798,855 Net:iNCOME = e, e« £ N Tonet S $3,366 $3,214 $6,538 $6,201
Basic Earnings per Common Share................. $1.55 $1.47 $3.00 $2.83
Diluted Earnings per Common Share.............. $1.53 $1.46 $2.97 $2.80
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