
 

Dear Fellow Shareholder, 

I hope you had the opportunity to atend our annual mee�ng on April 18th. It was our first in-
person stockholders’ mee�ng since the bank opened almost four years ago. The mee�ng was 
well atended, all director nominees were elected, and we recognized re�ring director former 
Navy Secretary John Dalton for his many significant contribu�ons to our bank and to our country. 

I opened the annual mee�ng with a few comments about the health of our bank, and the 
community banking industry generally, in the wake of the March 10th demise of Silicon Valley 
Bank and the associated a�ershocks. In that spirit, I thought I’d take the opportunity to write this 
quarter’s cover leter and expand on those comments for those who are interested. 

As a general proposi�on, community banks draw most of their income from the spread between 
the interest rates we pay to our depositors and the interest rates we receive from our borrowers. 
Our customers are individuals and small businesses which are typically not large enough to 
shoulder a significant amount of interest rate risk or to hedge that risk in the capital markets. So, 
as a bank, we structure our loan and deposit products to meet the needs and desires of our 
customers, and we try to hedge any resul�ng imbalance through investments, overnight 
borrowings, and other financial market ac�vi�es. At Trustar, we have policies and procedures to 
monitor and control interest rate risk, and our Board of Directors takes an ac�ve role in its 
oversight of our risk management prac�ces. 

Generally, in the past, interest rate movements have been slow enough that customer 
expecta�ons have adjusted at about the same rate as the bank was able to adjust its balance 
sheet. In this par�cular interest rate cycle, however, the pace at which the Federal Reserve 
increased interest rates has been faster than usual – and more newsworthy given the poli�cal 
climate – with the result that depositors (at our bank and other banks) have been more pro-ac�ve 
in seeking higher returns on their money. You can observe the impact of this in Trustar’s atached 
financial statements: Total deposits increased 10% over the last twelve months, but there was a 
migra�on from transac�on accounts into higher-yielding cer�ficates of deposit, such that the 
later now cons�tute 41% of total deposits compared to 29% this �me last year. This 
phenomenon is affec�ng community banks across the country. Here in Washington, we serve a 
well-educated populace, highly atuned to the na�onal news, and we have a compe��ve array 
of financial ins�tu�ons seeking to atract those people as customers. So, it is not surprising that 
our customers have been drawn to our higher yielding deposit products a�er several years when 
interest rates were near zero. 

While we strive to maintain a neutral posture toward interest rate movements, a change in 
product mix is more challenging to predict. As a result, our bank has experienced a decline in our 
net interest margin. We see this as a temporary situa�on that should correct itself by the end of 



this year, as we atract new depositors and add higher yielding loans to our balance sheet. As 
shown on the atached financial statements, our average cost of funds increased from 0.65% in 
the first quarter of 2022, to 3.43% in the first quarter of 2023, an increase of 2.78% resul�ng from 
rate increases in all our deposit products, amplified by the shi� in deposit mix described above. 
Over the same period, our average yield on earning assets increased from 3.51% to 5.20%, an 
increase of 1.69% resul�ng from rate increases on our floa�ng rate loans as well as adding new 
loans to our books at higher rates. So, as of the end of March, we had captured in our asset yields 
more than 60% of the increase in our funding costs. We are con�nuing to see posi�ve trends in 
this area. 

Trustar’s strategy for the remainder of this year is to grow our net interest margin by con�nuing 
to meet the loan and deposit needs of our customers. The shareholders of many publicly-traded 
regional and community banks – including some that have long records of superior performance 
– may have over-reacted to the current situa�on, rather than exhibi�ng the pa�ence that is one 
of the hallmarks of successful long-term investors, with the result that a number of those banks 
have been forced to shrink their balance sheets and close their doors to new customers. We at 
Trustar very much appreciate the support of our stockholders as we pursue a prudent strategy 
to build the long-term value of our bank. Strengthened by your support and confidence, Trustar 
Bank con�nues to be the fastest growing bank of its vintage in the United States, and we con�nue 
to be ac�vely seeking to build our market share while many of our compe�tors have moved to 
the sidelines. 

To close this leter with a few highlights from the atached financial report, comparing the first 
quarter of 2023 with the first quarter of 2022: 

 • Total assets increased 24% to $674 million. 

 • Net loans increased 37% to $533 million. 

 • Stockholders’ equity increased 42% to $66.8 million. 

 • Quarterly net income more than doubled to $494,000. 

 • Tangible book value increased 12% to $9.22 per share. 

Thank you again for your investment in Trustar Bank. Please help your investment con�nue to 
grow by referring new business from yourself, family, and friends. 

Very truly yours, 

 

Joseph S. Bracewell 
Chairman 



 
About Trustar Bank 
  
Founded in 2019, Trustar Bank is a full-service commercial bank headquartered in Great Falls, 
Virginia, with full-service branches in Great Falls, Tysons Corner, and Reston, Virginia, and a 
limited-service branches in Potomac, Maryland, and Washington, D.C. The Bank offers 
mortgage loans through its subsidiary Trustar Mortgage, LLC. Additional information is available 
on the Bank’s website at: www.trustarbank.com. 
  
"Safe Harbor" Statement under the Private Securities Litigation Reform Act of 1995 
  
This release includes forward-looking statements intended to qualify for the safe harbor from 
liability established by the Private Securities Litigation Reform Act of 1995. These forward-
looking statements generally can be identified by phrases such as Trustar Bank or its 
management "believes," "expects," "anticipates," "foresees," "forecasts," "estimates" or other 
words or phrases of similar import. Similarly, statements herein that describe Trustar Bank’s 
business strategy, outlook, objectives, plans, intentions, or goals are also forward-looking 
statements. All such forward-looking statements are subject to certain risks and uncertainties 
that could cause actual results to differ materially from those in forward-looking statements. 
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Shaza L. Andersen, CEO 
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