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Editorial note: I decided to try something different with this issue and use more of a running 

narrative format rather than break it up into sections. I also decided not to spread all the 

financials and instead rely on snapshots from the FDIC website and Excel tables/charts where 

appropriate. I’ll call this the Scuttleblurb style of analysis after the newsletter of the same name. 

Let me know what you think. 
 

 

 

Thomasville Bancshares 
(Ticker: THVB | Disclosure: None)  

 

 

 

Fintwit alerted me to THVB, a microcap bank based in Thomasville, 

Georgia. Colarion LLC (@colarion) posted a link to the company’s 

annual meeting with the comment that the president of the bank was 

“boring his audience to tears” giving a lecture on how to run a great 

bank. The words simple and boring are exactly what I look for in 

banks.  

 

There isn’t a ton of publicly available information on the company. 

THVB isn’t required to report quarterly to the SEC. Apparently it 

doesn’t even need to file Qs or Ks with the FDIC. It does file call 

reports, which, together with the bank’s annual reports and a couple 

of audits, provided enough material for me to conclude it was worth 

writing up. Even if there’s not enough information to make a strong 

buy decision, getting to know a bank like THVB is worth the time. 

 

At 3.00x book value it’s not cheap but I think it’s worth adding to the Watchlist. 

In this issue:  
 

• Thomasville Bancshares ..................................................................................... 1 

• Bank of South Carolina ...................................................................................... 8 

• What’s coming next issue ................................................................................... 13 

 
 

 

 

 

“One person said to me, 'I have a list of 300 potentially attractive stocks, 

and I constantly watch them, waiting for just one of them to become cheap 

enough to buy.' Well, that's a reasonable thing to do. But how many people 

have that kind of discipline? Not one in 100.” – Charlie Munger 

https://twitter.com/colarion


               Issue #23 | February 2023  Page 2 
 

 

 

Copyright 2023 by Watchlist Investing, LLC and Adam J. Mead | See important disclaimers on last page. 

 

Thomasville Bancshares was founded in 1995 in Thomasville, Georgia. Among those founding 

the bank are current CEO, Stephen Cheney, and current President, Charles “Bert” Hodges. Their 

vision was to create a true community bank that differentiated itself from competitors. Cheney 

and Hodges reflected on what they sought to do then and continue to do today during a 25th 

anniversary chat recorded in 2020. In short, they sought to go back to the roots of banking with 

loan officers empowered to make decisions locally and based on values such as a borrower’s 

character and reputation. Cheney called it the “soft side of banking”, which I think has indeed 

been lost over the years. As they put it in the 2020 talk, community banks are drawn to look like 

the big banks. THVB has intentionally gone in the opposite direction, a strategy that seems to be 

paying off as it keeps the bank closer to the customer. They also appear to attract long-time 

employees. Many of the names on the older annual reports and even the early SEC filings appear 

on the annual report today.  

 

THVB illustrates the importance of defining a relevant market. THVB’s $1.3 billion in deposits 

are a rounding error compared to the roughly $20 trillion in bank deposits in the United States. 

But look at its market share of deposits in Thomasville, the county seat of Thomas County, home 

to some 18,000 residents. There THVB dominates the local market with a nearly 60% market 

share. The number two player, $55 billion (assets) Georgia-based Synovus Bank, is way back at 

a mere 15%. Truist Bank, a $500 billion (assets) “giant” commands under a 4% share.  

 

 
 Source: FDIC 

 

THVB maintains a nice base of $1.2 billion in core deposits, which should serve it well as 

funding costs to rise and liquidity becomes harder to come by. Even though the bank boasts an 

enviable $500 million in deposits for each of its two in-market branches, its funding cost are in-

line with its peers. This tells us what we already know; that banking is a competitive business 

with no direct cost advantage stemming from market share.  

 

Such a market share does, however, allow for leveraging overhead expense. Indeed, we see this 

with THVB’s slightly lower occupancy expense and assets per employee some 40% above peer 

group at over $11 million per employee.  

 



               Issue #23 | February 2023  Page 3 
 

 

 

Copyright 2023 by Watchlist Investing, LLC and Adam J. Mead | See important disclaimers on last page. 

 

 
 

 
 

 

 

 

Next, I’ll turn to Exhibit B, which is, I think, THVB’s real source of above average earning 

power. The bank’s non-interest income as a percentage of assets was double its peer group in 

2022 and has been consistently around 1.40% of assets. I’m always suspicious of this number as 

it can hide a lot, from bank overdraft charges, fees, and one-time items. THBV’s is consistent 

and it stems from its asset management business, TNB Financial Services.   

 

Because this table expresses items in terms of percentage 

of average assets, net income represents after tax ROA. 
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In 2021, THVB earned $15.6 million from its financial services unit, which managed some $3.9 

billion. Doing the math its earnings come out to 0.40% of AUM, a number that seems reasonable 

considering the hands-on nature of the trust services they provide. I have conflicting feelings 

about this type of business. On the one hand it lends itself to asset gathering in the name of 

earning higher fees and can result in a fiduciary that’s not really acting in the best interests of 

clients. On a less cynical note, these fees could be at risk as the industry continues to reduce fees. 

On the other hand, such services, especially in a smaller community, are vitally important to the 

long-term health of that community.  

 

In some ways THVB reminds me of Gene Abegg’s Illinois National Bank and Trust of 

Rockford, Illinois (a bank at one time owned by Berkshire Hathaway). Rockford Bank had a 

long track record of superior returns on assets and it too had a trust department.  

 

In addition to the two branches in Thomasville, THVB has a branch in St. Simons, a semi-

contiguous island on the Atlantic coast of Georgia, about 3 hours east of Thomasville. It 

established the branch in 2010 and does business under the name of St. Simon Bank & Trust. 

Here it has the #3 spot in deposit market share behind Truist and Synovus. See below.  
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THVB’s fourth branch is located in Tallahassee, Florida, about 45 minutes south, a market in 

which it ranks 11th. This branch opened in 2020 under the name Tallahassee National Bank.  

 

 
 

Not surprisingly, THVB’s loan book is heavy on real estate, making up 79% of the $1.3 billion 

gross loan figure. Loans grew from $732 million in 2018, a 15% CAGR. The mix then was 

roughly the same so we can conclude that no major changes occurred in the bank’s strategy.  
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Related to strategy, I find it interesting that THVB employs a decentralized model of running the 

bank. Contrary to Hingham Institution for Savings (HIFS | Disclosure: Long) which 

centralizes all credit decisions (not even the president of the bank can make a loan without 

executive committee sign off), THVB pushes decisions to its lenders and branches (I don’t know 

individual loan officer limits or when credit decisions have to go higher up, which they surely do 

at some point, but the bank prides itself on this point).  

 

One fact I’ll put in the negative category is the level of insider loans. Again, I like the Hingham 

model of eliminating the risk rather than mitigating it. At the end of 2021 (the latest audit 

available) the bank had $21 million of insider loans. That represents 1.7% of total loans and 16% 

of bank capital. This is more worrisome considering that, according to the bank’s CFO on a 

phone call with me, the bank doesn’t have a controlling shareholder. From what I can tell it is 

closely held within employees and the local community. But I consider it a negative not to have 

insiders with lots of obvious skin in the game. I should note that the latest proxy on file in 2007, 

listed the CEO owning 5% of the bank and the president owning 3%. Insiders in total owned 

28% of shares. 

 

A contra fact here is the bank’s history of loan losses. The bank prides itself on putting credit 

quality first, and I’d conclude based on its history that it has been successful on that front. Still, 

banks that fail do well and good until they fall off a cliff, so it’s something that would have to be 

monitored very closely. Changes in management, loan strategy, expansion, etc. could be red 

flags that the loan book is going to blow up.  

 

 
 

Another important asset to examine is the securities portfolio. Lots of banks these days are 

finding themselves with headaches, if not in trouble, because the value of their longer duration 

fixed income portfolio declined when interest rates rose. Whether or not the change in value is 

run through the income statement or counted for capital purposes, from an economic standpoint 

the damage is real.  
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THVB is okay on this front. The bank had no held-to-maturity securities on its book at year end 

2022, and the available-for-sale book was just 10.4% of assets. 100% of the portfolio was in 

Treasuries or Agencies at the end of 2022. And based on the 2021 audited financial statements 

the entire book was due in three years or less.  

 

Capital allocation at THVB appears simple and straightforward based on available data. In 2011 

the bank had 5.6 million shares outstanding, a number that’s risen to 6.0 million in 2021 (0.70% 

CAGR). Equity capital in 2011 was $41 million and stood at $130 million at the end of 2022. 

The delta is dividends which have been paid out at about a 45-50% rate over that time.  

 

Judging by the bank’s history going back 20 years it’s been successful in earning solid returns on 

assets and equity. What’s more, the bank appears to be getting better, with a clear step-up in 

returns beginning after the Great Recession, and again beginning in 2018. Today it earns, cleanly 

(i.e., without returns boosted by asset sales or unusual items), about 1.75% on assets and 20% on 

equity.  

 

 
 

We come to the $400 million question (THVB’s current market cap): What’s it worth? My 

general rule of thumb, if you could call it that, is a fair value of a bank is 10x its ROA. In the 

case of THVB that means 1.75x book value or about $225 million. That’s about 45% below its 

current price in the market. Then again, if the bank can continue to earn 20% ROE it could pay 

out 75% of earnings of about $20 million and still grow at 5%. Such a bank might be worth 20x 

earnings, which is $400 million. Considering the lack of fully available disclosures I wouldn’t be 

comfortable paying such a price for THVB. But looking at its long history of good returns and 

conservative credit standards I could see paying a modest premium. It’s thinly traded too. An 

average of about 1,000 shares trades daily.  
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Bank of South Carolina 
(Ticker: BKSC | Disclosure: None)  

 

 

BKSC is a great example proving that a bank need not be large to generate good returns for its 

shareholders. This South Carolina-based bank had $650 million in assets at the end of 2022 and 

has a current market cap of just $92 million. In other words, it’s tiny. And yet it’s been able to 

generate consistent low-double-digit returns on equity without undue leverage.  

 

I wouldn’t consider BKSC a great bank but it’s a pretty good one worth keeping on your radar.  

 

The Bank of South Carolina is headquartered in Charleston, South Carolina with five branches 

within a ten-mile radius. A sixth branch is slated to open in June 2023. Charleston appears to be 

a vibrant area, with Boeing, Volvo, and Mercedes operating in the area.  

 

 
 

The bank was founded in 1986 by Hugh Lane, Jr. and a group of local businessmen. I like that 

Lane still owns nearly 15% of the bank, with insiders in total owning just shy of 30%. The 

company’s ESOP plan owns 6.5%. I also like that board members were paid $10,000 or less for 

their service as directors, and that management isn’t overcompensated. Lane took home a salary 

of $320 thousand in 2021 and had total comp of $369 thousand. In January 2023, the bank 

announced that longtime President and CEO, Fleetwood Hassell, would retire at the end of 

September 2023. Succeeding Hassell is the bank’s 38-year-old CFO, Eugene Walpole, IV, who 

has been with the BKSC since 2012.  

 

Unlike Thomasville Bancshares above, BKSC is a tiny player in its market – at least according to 

FDIC data. It has a tiny 3% share of the $12 billion deposits in the City of Charleston. And yet 

its cost of funds was just 0.15% in 2022. This compares to its peer group (assets) average of 

0.56%. From what I can tell deposits in Charleston aren’t abnormally inexpensive. First Capital 

Bank, a $566 million SC-based bank with one of its four branches in Charleston, had funding 

costs of 1.15%. Beacon Community Bank, a two-branch, $500 million asset bank had a 0.94% 

cost of funds. Clearly, I’m missing something.  

 

BKSC’s branches are all within a 10-mile radius of Charleston, SC 
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The bank has generated consistent ROAs and ROEs over the past twenty years, including during 

2009 with the Great Recession.  

 

 
 

The steady decline in ROA between 2019 and 2022 jumps out. A closer look reveals the culprit 

to be a decline in net interest income, specifically a result of lower interest income. There’s not 

enough detail in the 2021 annual report or elsewhere to conclusively say the reason for BKSC’s 

NIM going down, but it appears consistent with the market, at least until 2022.  
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Because this table expresses items in terms of percentage 

of average assets, net income represents after tax ROA. 
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I don’t see anything unusual in BKSC’s loan book. As with many banks its size the portfolio is 

concentrated in real estate.  
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The bank’s history of loan losses suggests its management knows what it’s doing.  

 

 
 

Over the past few years BKSC has seen an outsize increase in deposits compared to loans. 

Between 2018 and 2022, deposits grew from $383 million to $600 million, a +12% CAGR. Over 

the same period loans grew from $272 million to $327 million, a +4.7% CAGR. Where did the 

deposits end up? In the investment portfolio, specifically in Treasuries/Agencies, which swelled 

from $91 million in 2018 to $225 million in 2022.  

 

That’s all well and good. But what stuck out at me was the inconsistency of the statement below 

from the 2021 letter to shareholders speaking of avoiding risk with it excess deposits and the fact 

that it reported AOCI losses of $20 million in 2022. 

 

 

 
From BKSC 2021 letter to shareholders. 
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Here’s the detail from the 3Q22 filing:  

 
 

The losses won’t be realized if these investments are indeed held until maturity, but it’s quite 

disconcerting to see one-third of equity capital disappear in the course of less than a year.  

 

The hit to equity makes valuation a tad more difficult. Should we ignore the mark-to-market 

losses or factor them into our valuation in some way? I don’t think I’d pay more than $70 million 

for BSKC, which is 10x my estimate of its earnings power. That’s about 1.8x the now lower 

book value of $38 million and about 1.25x its equity prior to the hit from the securities portfolio. 

 

 

WHAT’S COMING NEXT ISSUE: 

 

The March issue will feature a look at some aggregates companies, including Martin Marietta 

Materials, Inc. (MLM), Vulcan Materials (VMC), and a microcap enterprise hidden in America’s 

midlands.   

 

As always, I appreciate your thoughts, comments, feedback, and of course recommendations for 

companies to look at. 
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As of February 28, 2023 

 
 

 

 

 

 

 

 

 
 

Click here to see the latest Watchlist and Suspect List on Google Sheets. 

https://docs.google.com/spreadsheets/d/1jiM33ovVMUoZWzXCmxpwQwne-577rwtCHvxUWPnmRRQ/edit?usp=sharing
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After nearly two decades as an individual investor, a decade in commercial credit at various banks, and a 

few years managing money for friends/family in the background, I decided to go full-time managing 

money for clients in 2020. Watchlist Investing is an extension—albeit separate and distinct—of what I do 

day-to-day as a practicing capital allocator. Inverting the margin of safety principle, I hope to add value to 

readers above and beyond the nominal cost of the newsletter. 

 

My investing style is influenced by my background growing up 

in a family of business owners. I followed suit selling firewood 

through high school and founding a welding business in college. 

Looking at stocks as businesses is natural to me. My investing 

approach rests on fundamental value investing tenets, but it’s 

adapted to suit my style. I’m 100% certain I’m not the best 

investor or analyst, but I hope to improve over time. 

 

Between 2016 and 2021, I wrote a book on Berkshire Hathaway.  

The Complete Financial History of Berkshire Hathaway was and 

is my passion project. I hope it brings new shareholders up to 

speed on the company and provide a fresh look to longtime 

shareholders, in addition to serving as a resource/reference book. 

It can be purchased here. I also created 

www.theoraclesclassroom.com as an extension of the book, 

which includes an archive of a lot of BRK material. 

 

DISCLAIMER 
Legalese: Copyright Watchlist Investing, LLC and Adam J. Mead. All rights reserved. 
Reproduction in whole or in part, without written permission, is strictly prohibited. 
Watchlist Investing is intended as an information source for investors capable of making 
their own investment decisions and for general entertainment/instructional purposes. 
Under no circumstances does any information posted in this newsletter represent a 
recommendation to buy or sell a security. The information in this newsletter, and on its 
related website, is not intended to be, nor does it constitute, investment advice or 
recommendations. Watchlist Investing does not provide specific advice for investors. 
Consult your professional investment adviser before making any investment decisions. 
We do not provide any warranty or guarantee as to the accuracy, timeliness, performance, 
completeness or suitability of the information and materials found or offered in this 
newsletter, or on its related website, for any particular purpose. Past performance is not 
a good predictor of future performance. Performance and returns shown are unaudited. 
Results are not guaranteed, and we assume no liability whatsoever for any losses that may 
occur. No compensation for suggesting particular securities is solicited or accepted. Adam 
J. Mead and/or members of his family and/or clients may hold positions in securities 
mentioned in this newsletter or on its related website. Investing in stocks is risky and may 
result in substantial losses. 
 
Plain language/bottom line: NOTHING - and I mean nothing at all - of what I write, imply, 
link to, comment on, etc. should be considered investment advice. This newsletter is intended as a general publication for 
information/educational/entertainment purposes and is not and should not be considered investment advice or an offer to buy or sell securities. 
I’m licensed as a registered investment advisor and have a fiduciary duty to put clients first. That means ahead of all subscribers and me. Watchlist 
Investing subscribers are NOT my clients. All of that said, I will endeavor to let subscribers know when I or clients own the securities I discuss, but 
I have no duty to keep you informed if anything changes. Good morals (and the law) also mean I won’t use this publication to tout or pump and 
dump securities, etc. I don’t want to go anywhere within 500 miles of that gray line. 

Subscribe: 

Paid: Receive 10-12 newsletters 

per year, delivered to your inbox.  

Free: Signup for my weekly 

Substack newsletter, check out my 

YouTube page, and find me on 

Twitter.  

Contact me: 

watchlistinvesting@gmail.com 

 

 

 

https://amzn.to/3qh7Bu8
http://www.theoraclesclassroom.com/
https://watchlistinvesting.com/subscribe
https://watchlistinvesting.substack.com/
https://www.youtube.com/channel/UCzKKNwxRUKekpN1id4QVyHg
https://twitter.com/BRK_Student
mailto:watchlistinvesting@gmail.com

