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FORWARD LOOKING STATEMENTS 

 
 
This presentation and other communications by Bank OZK (the άBankέύ ƛƴŎƭǳŘŜ ŎŜǊǘŀƛƴ άŦƻǊǿŀǊŘ-looking 
ǎǘŀǘŜƳŜƴǘǎέ ǊŜƎŀǊŘƛƴƎ ǘƘŜ .ŀƴƪΩǎ ǇƭŀƴǎΣ ŜȄǇŜŎǘŀǘƛƻƴǎΣ ǘƘƻǳƎƘǘǎΣ ōŜƭƛŜŦǎΣ ŜǎǘƛƳŀǘŜǎΣ Ǝƻŀƭǎ ŀƴŘ ƻǳǘƭƻƻƪ ŦƻǊ ǘƘŜ ŦǳǘǳǊŜ 
that are intended to be covered by the Private Securities Litigation Reform Act of 1995.  Forward-looking 
ǎǘŀǘŜƳŜƴǘǎ ŀǊŜ ōŀǎŜŘ ƻƴ ƳŀƴŀƎŜƳŜƴǘΩǎ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀǎ ǿŜƭƭ ŀǎ ŎŜǊǘŀƛƴ ŀǎǎǳƳǇǘƛƻƴǎ ŀƴŘ ŜǎǘƛƳŀǘŜǎ ƳŀŘŜ ōȅΣ ŀƴŘ 
information available to, management at the time.  Those statements are not guarantees of future results or 
performance and are subject to certain known and unknown risks, uncertainties and other factors that may cause 
actual results to differ materially from those expressed in, or implied by, such forward-looking statements.  These 
risks, uncertainties and other factors include, but are not limited to: potential delays or other problems 
ƛƳǇƭŜƳŜƴǘƛƴƎ ǘƘŜ .ŀƴƪΩǎ ƎǊƻǿǘƘΣ ŜȄǇŀƴǎƛƻƴ ŀƴŘ ŀŎǉǳƛǎƛǘƛƻƴ ǎǘǊŀǘŜƎƛŜǎ ƛƴŎƭǳŘƛƴƎ ŘŜƭŀȅǎ ƛƴ ƛŘŜƴǘƛŦȅƛƴƎ ǎƛǘŜǎΣ ƘƛǊƛƴƎ ƻǊ 
retaining qualified personnel, obtaining regulatory or other approvals, obtaining permits and designing, 
constructing and opening new offices; the ability to enter into and/or close additional acquisitions; problems with, 
or additional expenses relating to, integrating acquisitions; the inability to realize expected cost savings and/or 
synergies from acquisitions; problems with managing acquisitions; the effect of the announcement of any future 
acquisition on customer relationships and operating results; the availability of and access to capital; possible 
ŘƻǿƴƎǊŀŘŜǎ ƛƴ ǘƘŜ .ŀƴƪΩǎ ŎǊŜŘƛǘ ǊŀǘƛƴƎǎ ƻǊ ƻǳǘƭƻƻƪ ǿƘƛŎƘ ŎƻǳƭŘ ƛƴŎǊŜŀǎŜ ǘƘŜ Ŏƻǎǘǎ ƻǊ ŀǾŀƛƭŀōƛƭƛǘȅ ƻŦ ŦǳƴŘƛƴƎ ŦǊƻƳ 
capital markets; the ability to attract new or retain existing or acquired deposits or to retain or grow loans, 
including growth from unfunded closed loans; the ability to generate future revenue growth or to control future 
growth in non-interest expense; interest rate fluctuations, including changes in the yield curve between short-term 
and long-term interest rates or changes in the relative relationships of various interest rate indices; competitive 
ŦŀŎǘƻǊǎ ŀƴŘ ǇǊƛŎƛƴƎ ǇǊŜǎǎǳǊŜǎΣ ƛƴŎƭǳŘƛƴƎ ǘƘŜƛǊ ŜŦŦŜŎǘ ƻƴ ǘƘŜ .ŀƴƪΩǎ ƴŜǘ ƛƴǘŜǊŜǎǘ ƳŀǊƎƛƴ or core spread; general 
economic, unemployment, credit market and real estate market conditions, and the effect of such conditions on the 
creditworthiness of borrowers, collateral values, the value of investment securities and asset recovery values; 
failure to receive approval of our pending application for change in accounting methods with the Internal Revenue 
Service; changes in legal, financial and/or regulatory requirements; recently enacted and potential legislation and 
regulatory actions, including changes expected to result from the Tax Cuts and Jobs Act and the Economic Growth, 
Regulatory Relief and Consumer Protection Act, and the costs and expenses to comply with new and/or existing 
legislation and regulatory actions; changes in U.S. government monetary and fiscal policy; the ability to keep pace 
with technological changes, including changes regarding maintaining cybersecurity; future FDIC special 
assessments or changes to regular assessments; the impact of failure in, or breach of, our operational or security 
systems or infrastructure, or those of third parties with whom we do business, including as a result of cyber-attacks 
or an increase in the incidence or severity of fraud, illegal payments, security breaches or other illegal acts 
impacting the Bank or its customers; adoption of new accounting standards or changes in existing standards; and 
adverse results (including costs, fines, reputational harm and/or other negative effects) from current or future 
litigation, regulatory examinations or other legal and/or regulatory actions or rulings as well as other factors 
identified in this communication or as detailed from time to time in our public filings, including those factors 
ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ŘƛǎŎƭƻǎǳǊŜǎ ǳƴŘŜǊ ǘƘŜ ƘŜŀŘƛƴƎǎ άCƻǊǿŀǊŘ-[ƻƻƪƛƴƎ LƴŦƻǊƳŀǘƛƻƴέ ŀƴŘ άLǘŜƳ м!Φ  wƛǎƪ CŀŎǘƻǊǎέ ƛƴ ƻǳǊ 
most recent Annual Report on Form 10-K for the year ended December 31, 2017 and our quarterly reports on Form 
10-Q.  Should one or more of the foregoing risks materialize, or should underlying assumptions prove incorrect, 
actual results or outcomes may vary materially from those projected in, or implied by, such forward-looking 
statements.  The Bank disclaims any obligation to update or revise any forward-looking statements based on the 
occurrence of future events, the receipt of new information or otherwise. 
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Key Metrics 

 

For the third quarter of 2018, our net income was $74.2 million, our annualized return on average assets was 

1.33҈Σ ŀƴŘ ƻǳǊ ŀƴƴǳŀƭƛȊŜŘ ǊŜǘǳǊƴǎ ƻƴ ŀǾŜǊŀƎŜ ŎƻƳƳƻƴ ǎǘƻŎƪƘƻƭŘŜǊǎΩ Ŝǉǳƛǘȅ ŀƴŘ ǘŀƴƎƛōƭŜ ŎƻƳƳƻƴ ǎǘƻŎƪƘƻƭŘŜǊǎΩ 

equity
1
 were 8.07% and 9.99%, respectively.  These results were short of our typical excellent performance.  Our 

1.33% annualized return on average assets for the quarter just ended equaled ǘƘŜ ƛƴŘǳǎǘǊȅΩǎ 1.33% annualized 

return on average assets
2
 for the first half of 2018, but being average has never been our goal.  We expect to 

achieve our more typical performance in the coming quarters.  

 

For the first nine months of 2018, our net income was $302.1 million, our annualized return on average assets was 

1.85҈Σ ŀƴŘ ƻǳǊ ŀƴƴǳŀƭƛȊŜŘ ǊŜǘǳǊƴǎ ƻƴ ŀǾŜǊŀƎŜ ŎƻƳƳƻƴ ǎǘƻŎƪƘƻƭŘŜǊǎΩ Ŝǉǳƛǘȅ ŀƴŘ ǘŀƴƎƛōƭŜ ŎƻƳƳƻƴ ǎǘƻŎƪƘƻƭŘŜǊǎΩ 

equity were 11.32% and 14.11%, respectively.  Our net income increased 9.6% for the first nine months of 2018 

compared to the first nine months of 2017. 

 

Significant Unusual Items 

 

Our results for the quarter just ended were significantly impacted by two unusual items.   

 

First, ƻƴ Wǳƭȅ мсΣ нлмуΣ ǿŜ ŎƘŀƴƎŜŘ ƻǳǊ ƴŀƳŜ ǘƻ .ŀƴƪ h½YΣ ŎƘŀƴƎŜŘ ƻǳǊ ǘƛŎƪŜǊ ǎȅƳōƻƭ ǘƻ άh½YΣέ ŀƴŘ ŀŘƻǇǘŜŘ ŀ 

new logo and signage, all as part of a strategic rebranding.  This rebranding has gone exceptionally well, and we 

continue to believe that our new name will be beneficial in achieving our long-term objectives, including continued 

growth and expansion in new markets.  As previously disclosed, we have incurred certain expenses due to our 

name change, primarily related to marketing and rebranding.  Approximately $0.6 million of these expenses were 

previously recognized in the second quarter of 2018, approximately $10.8 million were recognized in the quarter 

just ended, and we expect additional expenses of between $1.0 million and $3.0 million to be recognized in the 

fourth quarter of 2018. 

 

Second, during the quarter just ended, we incurred charge-offs on two credits in our Real Estate Specialties Group 

όάw9{Dέύ ǇƻǊǘŦƻƭƛƻΦ  ¢hese two unrelated projects are in South Carolina and North Carolina and have been in our 

portfolio since 2007 and 2008, respectively.  Both credits were previously classified as substandard, but continued 

to be performing credits until the third quarter 2018. 

                                                           
1
 ¢ƘŜ ŎŀƭŎǳƭŀǘƛƻƴ ƻŦ ǘƘŜ .ŀƴƪΩǎ ǊŜǘǳǊƴ ƻƴ ŀǾŜǊŀƎŜ ǘŀƴƎƛōƭŜ ŎƻƳƳƻƴ ǎǘƻŎƪƘƻƭŘŜǊǎΩ Ŝǉǳƛǘȅ ŀƴŘ ǘƘŜ ǊŜŎƻƴŎƛƭƛŀǘƛƻƴ ǘƻ 
ƎŜƴŜǊŀƭƭȅ ŀŎŎŜǇǘŜŘ ŀŎŎƻǳƴǘƛƴƎ ǇǊƛƴŎƛǇƭŜǎ όάD!!tέύ ŀǊŜ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ŀǇǇŜƴŘƛȄ ǘƻ this disclosure.   
2
 Based on the most recently available Federŀƭ 5ŜǇƻǎƛǘ LƴǎǳǊŀƴŎŜ /ƻǊǇƻǊŀǘƛƻƴ όάC5L/έύ vǳŀǊǘŜǊƭȅ .ŀƴƪƛƴƎ tǊƻŦƛƭŜ, 

updated for the 2
nd

 quarter of 2018. 
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The South Carolina credit was originated in 2007, a time when RESG was originating a higher proportion of its loans 

on stabilized and transitional properties.  It is secured by a regional mall, which has suffered from both declining 

property performance and increasing interest ratesΣ ǊŜǎǳƭǘƛƴƎ ƛƴ ǘƘŜ ǇǊƻƧŜŎǘΩǎ debt service coverage ratio recently 

falling below 1.0 times.  Among other things, this project has been negatively impacted by uncertainty related to 

anchor tenants Sears and JC Penney.   

 

The North Carolina credit was originated in 2008 and is secured by a multi-phase land, residential lot and 

residential home project in North Carolina.  In an effort to enhance the development, our borrower modified its 

business plan in recent years to include significant vertical construction of residential homes for sale.  As part of 

this plan, our borrower has improved club operations and homeowner sentiment, resulting in numerous custom 

homes being developed recently by individuals who had previously purchased lots in the development.  However, 

the newly built homes and the lots owned by our borrower have not sold well recently, with sales seeming to have 

been undercut by cheaper pricing on existing homes and lots which have come to market as the sentiment around 

the project has improved.  The lack of sales by our borrower during the recent prime summer selling season 

resulted in this credit becoming past due in the quarter just ended.   

 

As mentioned, these two credits have previously been classified as substandard with combined allowance 

allocations totaling $19.1 million as of June 30, 2018.  During the quarter just ended, we obtained updated 

appraisals on both projects.  The new appraisals and the assumptions therein reflected the recent poor 

performance of each project.  As a result, the new appraised values were much lower than those reflected by the 

appraisals obtained in the past two years.  We have written each credit down to approximately 80% of its recent 

appraised value, which should allow us flexibility to resolve these credits without further loss.  The combined 

charge-offs on these two credits in the quarter just ended were $45.5 million, which required related provision 

expense of $26.4 million in the quarter just ended, in addition to the previous allowance allocations of $19.1 

million.  Both credits were placed on non-accrual status in the quarter just ended, which resulted in the reversal of 

the outstanding accrued interest.  The combined remaining balance on these two credits, after the charge-offs, is 

$20.6 million.   

 

These two credits are among a handful of older credits in the RESG portfolio, and they are the only substandard-

rated credits in the portfolio.  One RESG credit, that was also originated in 2008, is a watch-rated credit because of 

its loan-to-ǾŀƭǳŜ όά[¢±έύ ratio approaching 100%, but the sales velocity and pricing trends for that project are 

stable to positive, and we project that all principal and interest on that credit will be fully repaid in accordance 

with the credit terms.  Other than these two substandard and one watch credit, the credit quality of the RESG 

portfolio is excellent.  As you can see in Figure 1, all other credits in the RESG portfolio have favorable LTV ratios, 

with the next highest being 73% and no others being higher than 67%.   
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Figure 1: RESG Portfolio By LTV & Origination Date (As of September 30, 2018) 
 Bubble Size Reflects Total Funded and Unfunded Commitment Amount 
 LTV Ratios Assume All Loans Are Fully Funded 

 

 

Associated with these charge-offs, we updated our allowance 

ŦƻǊ ƭƻŀƴ ƭƻǎǎŜǎ όά![[έύ ŀƭƭƻŎŀǘƛƻƴǎΦ  hǳǊ ALL methodology for 

all loans, including RESG loans, considers historical loss data 

as part of our determination of the adequacy of our ALL.  In 

w9{DΩǎ мр-year history, including the quarter just ended, we 

have incurred losses on only five credits, resulting in a 

weighted average annual net charge-off ratio (including OREO 

write-downs) for the RESG portfolio of 20 basis points.  You 

can see those details in Figure 2.  When we included the 

updated RESG portfolio historical net charge-off ratio in our 

ALL calculation as of September 30, 2018, additional provision 

expense of $6.3 million was needed to recalibrate our ALL 

consistent with our updated historical results.  

Figure 2 - RESG Historical Net charge-offs ($ Thousands)

Year-end

Ending Loan 

Balance

YTD Average 

Loan Balance

Net charge-

offs ("NCO")*

NCO 

Ratio**

2003 5,106$            780$                -$                   0.00%

2004 52,658            34,929             -                    0.00%

2005 51,056            56,404             -                    0.00%

2006 61,323            58,969             -                    0.00%

2007 209,524          135,639            -                    0.00%

2008 470,485          367,279            -                    0.00%

2009 516,045          504,576            7,531             1.49%

2010 567,716          537,597            -                    0.00%

2011 649,806          592,782            2,905             0.49%

2012 848,441          737,136            -                    0.00%

2013 1,270,768       1,085,799         -                    0.00%

2014 2,308,573       1,680,919         -                    0.00%

2015 4,263,800       2,953,934         -                    0.00%

2016 6,741,249       5,569,287         -                    0.00%

2017 8,169,581       7,408,367         842                0.01%

9/30/2018 8,619,399       8,586,091         45,490            0.71%

Total 56,768$          

Average 1,760,248$       3,604$            0.20%

* Net charge-offs shown in this column reflect both net charge-offs 

and OREO write-downs.

** Annualized.
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Asset Quality 

 

Even considering the recent charge-offs, we continue to have net charge-off ratios at or below industry averages, 

as shown in Figure 3.  In our 21 years as a public company, our net charge-off ratio for non-purchased loans has 

averaged about 37҈ ƻŦ ǘƘŜ ƛƴŘǳǎǘǊȅΩǎ ƴŜǘ ŎƘŀǊƎŜ-off ratio.  Given our expectations for excellent net charge-off 

ratios in the fourth quarter of 2018, we expect our full year results for 2018 to once again outperform the industry.   

 

Figure 3: Annualized Net Charge-off Ratio vs. the Industry 

 

 

 

 

Our very favorable ratios of nonperforming loans, nonperforming assets and past due loans, as shown in Figures 4, 

5 and 6, provide additional data points on our excellent asset quality.  As you can see, the dollar volumes of our 

nonperforming loans, nonperforming assets and past due loans have been relatively stable, even as our total non-

purchased loans and assets have grown many-fold.  Our ratios for nonperforming loans, nonperforming assets and 

past due loans have generally improved and have been consistently better than ǘƘŜ ƛƴŘǳǎǘǊȅΩǎ ǊŀǘƛƻǎΦ 

  

0.17 
0.33 

0.26 
0.36 0.24 0.22 0.20 

0.10 0.11 0.12 
0.24 

0.45 

1.75 

0.81 
0.69 

0.30 
0.14 0.12 0.18 

0.06 0.06 
0.49 

0.57 0.59 0.53 0.59 

0.83 
0.97 

0.78 

0.56 0.49 
0.39 

0.59 

1.29 

2.52 2.55 

1.55 

1.10 

0.69 

0.49 0.44 0.47 0.50 0.49 

Bank OZK * FDIC Insured Institutions **

0.73 0.49 0.46 0.26 0.16 0.17 0.07 0.07 0.43 
Total NCO's to total loans (non-purchased + purchased loans) 

9M18 Net Charge-Off Ratios: 

  Non-purchased loans:    0.49% 

  Purchased loans:             0.11% 

  Total loans:                       0.43% 

*Unless otherwise indicated, Bank OZK data excludes purchased loans and net charge-offs related to such loans. 

**Data for all FDIC insured institutions from the FDIC Quarterly Banking Profile, last update second quarter 2018.  
Annualized when appropriate. 
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Figure 4: Nonperforming Non-purchased Loans όάbt[ǎέύ 

 

 

Figure 5: Nonperforming Assets όάbt!ǎέύ 
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OZK NPLs OZK NPLs / Non-purchased Loans FDIC Industry Data*

* Note: Data for all FDIC insured institutions from the FDIC Quarterly Banking Profile, last updated second quarter 2018.  
FDIC Industry Data shown is the percentage of loans that are past due 90 days or more or that are in nonaccrual status. 
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OZK NPAs OZK NPAs / Total Assets FDIC Industry Data**

NPAs, which include NPLs and foreclosed 
assets, were just $51 million, or 0.23% of total 

assets, at 9/30/18. 

** Note: Data for all FDIC  insured institutions from the FDIC Quarterly Banking Profile, last updated second quarter 2018.  
FDIC Industry Data shown is the noncurrent assets plus other real estate owned to assets (%). 
      In 2014, we terminated our loss share agreement with the FDIC and reclassified foreclosed assets previously reported as 
covered by FDIC loss share to foreclosed assets. 

NPLs were just $33 million, or 0.23% of 

total non-purchased loans, at 9/30/18. 
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Figure 6: Non-purchased Loans Past Due 30+ Days, Including Past Due Nonaccrual Non-purchased [ƻŀƴǎ όά[ƻŀƴǎ 
tŀǎǘ 5ǳŜέύ 

 

 

Additionally, as shown in Figure 7, our dollar volume of non-purchased loans designated as being in the 

ά{ǳōǎǘŀƴŘŀǊŘέ ŎŀǘŜƎƻǊy of our credit quality indicators has remained low, even as our capital has grown many-

fold.  As a result, our ratio of substandard loans as a percentage of our total risk-based capital όά¢w./έύ at 

September 30, 2018 is near the lowest such ratio for the periods shown.   

 

Figure 7: Substandard Non-purchased Loan Trends ($ millions) 
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OZK Loans Past Due OZK Loans Past Due % FDIC Industry Data ***

Non-purchased loans past due 30 days or more, including 
past due nonaccrual non-purchased loans, were just $24 

million, or 0.17% of total non-purchased loans, at 9/30/18. 
loans 

*** Note: Data for all FDIC  insured institutions from the FDIC Quarterly Banking Profile, last updated second quarter 2018.  
Percent of Loans Noncurrent + Percent of Loans 30-89 Days Past Due. 
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Total substandard loans were $48 million, 
or just 1.40% of TRBC, at 9/30/18. 
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Figure 8 shows the tremendous growth in our common equity and TRBC over the last 10 years, while our volume 

of total nonperforming assets has generally declined to relatively nominal levels.  

 

Figure 8: Capital vs. NPAs ς ($ millions) 

 

 

As noted above, our asset quality metrics are currently near our best ever and continue our long tradition of being 

significantly better than industry averages.  We expect our trend of excellent asset quality to continue.  
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At September 30, 2018, our 
total nonperforming assets 

were just 1.49% of our TRBC. 
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Loan Portfolio Diversification & Leverage 

In recent years, we have discussed the importance of achieving greater contributions to growth from our loan 

teams other than RESG.  In 2017, these other loan teams contributed 54% of our non-purchased loan growth.  For 

the first nine months of 2018, these other loan teams contributed 74% of our non-purchased loan growth.  Figures 

9 and 10 reflect this greater diversification in our loan growth achieved so far this year.  We expect our team 

handling Indirect RV and Marine lending and certain teams within Community Banking to contribute significantly 

to our future non-purchased loan growth and portfolio diversification.   

Figure 9: Non-purchased Loan Growth Mix ς 3Q18 
 

 

 

Figure 10: Non-purchased Loan Growth Mix ς 9M18 
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Our more diversified growth in 2017, and so far in 2018, has resulted in our RESG portfolio accounting for 60% of 

the funded balance of our non-purchased loans at September 30, 2018, as compared to 70% of the funded balance 

of our non-purchased loans at December 31, 2016.  

 

Figure 11: Non-purchased Loan Portfolio Mix Shift 

 

 

This trend toward greater portfolio diversification, along with our steady growth in our TRBC, has contributed to a 

ƎŜƴŜǊŀƭƭȅ ŘŜŎƭƛƴƛƴƎ ǘǊŜƴŘ ƛƴ ƻǳǊ ǘƻǘŀƭ ŎƻƳƳŜǊŎƛŀƭ ǊŜŀƭ ŜǎǘŀǘŜ όά/w9έύ ŎƻƴŎŜƴǘǊŀǘƛƻƴ, as shown in Figure 12.  

Figure 12: Declining Total CRE Concentration  
 

 

 

 

 

 

461% 

417% 
391% 388% 388% 

347% 344% 335% 339% 328% 314% 

0%

100%

200%

300%

400%

500%

1
Q

1
6

2
Q

1
6

3
Q

1
6

4
Q

1
6

1
Q

1
7

2
Q

1
7

3
Q

1
7

4
Q

1
7

1
Q

1
8

2
Q

1
8

3
Q

1
8

CRE % of TRBC


