April 18, 2018

Financial Services Separately Managed Account Program (FS SMAP)
March 2018 Update
The Financial Services Separately Managed Account Program continued to perform positively for
the quarter ended March 31, 2018.

The highlight for the quarter was the passage of the 2017 Tax and Jobs Act. In addition,
legislature to relax some Dodd-Frank rules that would be beneficial to small banks,
continues to move forward having passed the Senate and now in the House of
Representatives. The likelihood of further interest rate hikes for this year and next are
also very beneficial. As stated in our December letter, we are in a new era for the small
and mid-sized banks. For the above reasons, we see a potential long runway of upward
earning revisions and higher return on capital which we believe will provide significant
upside for well-positioned banks over the next 18-24 months.
This month we are highlighting CBTX, Inc. (CBTX), a southeast Texas-based bank
operating under the Community Bank of Texas name in its core markets of Beaumont
and Houston, TX. By going public in 2017 after ten years of expanding organically and
via acquisition, it now has an attractive, liquid currency that can be used to acquire
other Texas-based institutions that may be looking for a strong merger partner. What
initially drew us to this investment was its quality deposit base, asset-sensitive balance
sheet, clean credit quality, strong management, insider ownership and geography. The
bank has yet to announce a merger transaction since going public, but continues to
grow organically and could itself be viewed as a target by a potential acquirer seeking
scale in the Houston MSA.
In conclusion, we remain very enthusiastic about the upside in this “niche area” and appreciate
your support.
If you have any questions, please feel free to contact us directly.
Paul Elliot, CFA
James Elliot, CFA

Dan Tulis, CFA
Paul Doran

Certain statements contained herein may contain “forward-looking statements” within the meaning of the Private Securities and Litigation Reform Act of
1995. Such forward-looking statements involve known and unknown risks, uncertainties and other factors which may cause the actual results,
performance or achievements of an SMA account or financial institution to be materially different from any future results, performance or achievements
expressed or implied by such forward-looking statements. Such factors include, among others, risks and uncertainties associated with the timing and
costs of financial sector products, demand for prices and returns of financial sector products and investments, the timing and amount of capital spending
in the nation and worldwide and general economic factors. This report is not a recommendation nor a solicitation to either buy or sell any specific
securities.
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