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3rd Dividend Hike in 2021, 4.8% Yield 
United Bancorp [UBCP] reported a surprise dividend hike, increasing its 
quarterly dividend to a quarterly run-rate of 14.75 cents, and an 
annualized level of $0.59.  This is now the 3rd dividend increase by UBCP 
this current calendar year, which is simply remarkable given the US 
economy is still being impacted by Covid.  Along with the 10 cent Special 
Dividend declared in February this year, the total annual 2021 dividend 
of $0.6825 is a 4.8% full-year yield.  Both this dividend increase, as well 
as the Special Dividend announcement, were above our expectations.  
The regular dividend annualized run-rate is now 4.1%.  As a reminder, 
UBCP has declared 5 Special Dividends during the past 5 years, which 
highlights the board’s keen focus on rewarding shareholders with a high 
yield. 
 

 
 
The 2021 regular dividend payout ratio remains moderate, and 
therefore imminently sustainable in our opinion, at 47% of expected 
annual EPS.  As a reminder, UBCP had paid out as high as 63% of EPS via 
dividends as recently as 2018.  Our $0.60 dividend forecast for 2022 may 
now prove to be conservative, given it implies only a 40% payout ratio. 
 
With the benchmark US 10-year Treasury yielding around 1.3%, and the 
Fed Funds rate still near zero, UBCP’s dividend yield is very attractive in 
our opinion, and among the top 10% of all US equities, and higher than 
the dividend yields of various bank/financial indices – further details in 
this report. 
 
We have written a detailed Update Note a couple weeks ago on UBCP’s 
strong Q2 results, so we will not reiterate that commentary again today.  
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We would encourage investors to please access that Update Note on our 
website [https://evaluateresearch.com/all-reports/]. 
 
Dividend Top Decile amongst US Equities 
UBCP’s current dividend is clearly among the top decile amongst all US 
equities.  We ran a screen using the Bloomberg terminal, which is by far the 
best and most robust screening tool for large Wall Street firms and 
professional investors.  As can be seen in the following table, among 16,096 
listed equities in the US today, there are only 1,013 stocks with a dividend yield 
greater than 4.1% [UBCP’s run-rate regular dividend yield].  This places UBCP 
among the top 7% of all US stocks.  Keep in mind the equity market includes 
many REITs, mature no-growth companies [such as ATT], utilities, energy 
trusts, high-payout ETFs, etc. which are generally low-to-no growth entities 
which reward investors with high dividends/payouts but with negligible stock 
price appreciation.  In the case of UBCP, we expect solid EPS and stock price 
growth, along with a superior dividend yield. 
 

 
 
We also ran another screen to see how many US listed equities have a dividend 
yield higher than the 4.8% total dividend [regular + special dividend] UBCP 
will pay in 2021.  Using this total actual dividend figure, UBCP would rank 
among the top 5% of all US equities, as indicated in the following chart. 
 

 
 
Strong Q2 Results: 31% YoY EPS Growth 
A couple weeks ago, UBCP reported very strong +31% YoY EPS growth for Q2 
ended June, which is fully 27% ahead of our estimate.  This is the fourth 
straight quarter where UBCP has meaningfully surpassed our estimates, 
despite the challenging economic environment the past one year.  In 2020, 
UBCP’s earnings were driven by strong interest income and gains on asset 
sales, while 2021 YTD record earnings have benefitted from write-backs [i.e., 
positive income statement impact] of provisioning expenses as UBCP remains 
in an enviable position of being over-provisioned, a conservative and prudent 
position to be in, while asset quality remains strong with low levels of non-
accrual loans.  As CEO Scott Everson noted, “we anticipate being able to 
continue releasing tranches of our allowance [provisioning] for loan losses in 
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future periods if our credit quality remains sound.”  We suspect this trend of 
provisioning write-backs may continue for a few more quarters, and lead to 
further solid EPS and positive earnings surprise - more details in this report.   
 
With these strong results, we had increased our 2021 EPS by 7% to $1.24, up 
from our prior estimate of $1.16.   We maintain our price target of $20.00, 
implying over 40% return potential.  We have a hard time understanding the 
decline in UBCP’s stock price during the month of July from record highs of 
$15.89 earlier this year.  Small cap indices have been weak recently, down as 
much as -8% intra-month in July, most likely due to the typical summer months 
trading volume declines.  We would strongly view this short-term downdraft 
as an attractive entry point and buying opportunity, especially given record 
earnings, the Special Dividend announcement earlier this year, and a 
recovering US economy.  Our price target suggests a forward P/E multiple of 
13.4x on our 2022 estimate, which is a huge discount to the overall market’s 
[S&P 500 and  Russell 2000 small-cap indices] current multiple of 21.4x and 
25.4x P/E on 2022 consensus forecasts, and in-line with other broad financial 
sector valuation levels.  UBCP’s YTD earnings performance continues to be 
exceptional especially in light of the past Covid-19 recession, and the bank’s 
EPS growth currently is clearly outperforming almost all small and large banks 
in the USA and globally.  
 
UBCP remains underlevered and well capitalized with an 18.1% total risk-
based capital ratio, excess liquidity and a low loans-to-deposit ratio.  With a 7% 
QoQ and a 4% YoY increase in book value per share to $11.96, the stock is 
trading at only 1.2x trailing P/B, with a 4.1% current regular [4.8% total 
including the Special Dividend] dividend yield, and a forward 9.6x P/E on our 
2022 estimates.  UBCP continues to be focused on becoming a $1.0 billion bank 
in terms of total assets, which would imply 37% further growth.  According to 
UBCP, “we are optimistic that as our economy starts to recover more fully, as 
we are starting to see in recent months, that we will have better opportunities 
to leverage our securities portfolio more in-line with our previous level and 
ramp-up our loan production to levels at which we are more historically 
accustomed; therefore, increasing our level of higher yielding earning assets 
and generating more interest and loan fee income.” 
 
UBCP’s asset quality has remained pristine, thus enabling the bank to be in a 
comfortable and enviable position of being overprovisioned in the face of 
below-expectations nonaccrual levels, which is leading to strong earnings 
growth in 2021.  It is remarkable in hindsight that despite Covid-19, UBCP 
experienced sequential declines in nonaccrual loans throughout 2020.   
 
Conclusion:  Target remains $20, Reiterate Buy at 9.6x P/E, 1.0x P/B & 
4.2% Yield 
We reiterate our Buy rating and retain our target price to $20.00 based on the 
stock trading at 1.2x trailing tangible price/book, 9.6x P/E, 4.2% yield, and 1.0x 
price/book based on our 2022 estimates.  Our target price suggests over 40% 
total return potential.   
 
Our $20.00 price target implies a forward P/E multiple of 13.4x on our forward 
2022 estimate, which is a huge discount to the overall market’s [S&P 500 and 
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Russell 2000 small-cap indices] current multiple of 21.4x and 25.4x P/E on 2022 
consensus forecasts.  Our target price also suggests a 3.0% dividend yield and a 1.4x 
price/book on our 2022 dividend and year-end book value estimates.  We believe 
the P/E of 13.4x and dividend yield of 3.0% implied by our $20 target is reasonable, 
given the P/E multiples and dividend yields [based on consensus 2022 estimates] of 
the following key indices: S&P Financial Index at 14.2x P/E and 1.9% dividend yield, 
the S&P Bank Index at 12.6x and 2.5%, the NASDAQ Bank Index at 14.2x and 2.2%, 
the KBW Bank Index at 12.5x and 2.5%, and UBCP’s peers are at 14.0x and 2.8%, 
respectively. 
 
4.8% Dividend Yield, Special Dividend Announced 
It is important to note that when many banks globally slashed their dividends in the 
face of Covid-19, UBCP prudently maintained an unchanged dividend for several 
quarters.  We continue to forecast a dividend increase for next year 2022 as well.  
One of the tenets to our positive thesis on UBCP has been management’s and the 
board’s keen focus on growing their dividend over time, and the just released new 
Annual Report highlights this track record going back to 1983: 
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Well Capitalized with 18.1% Total Capital 
As mentioned in our recent Update Note, we believe UBCP is in a strong 
position to benefit from increasing loan demand as the economy continues to 
recover.  In addition to ample liquidity, UBCP remains well capitalized with an 
18.1% total risk-based capital ratio as of March 31, 2021, the latest disclosed 
information in the company’s most recent 10-Q filing.  Of this, Tier 1 capital 
[to risk-weighted assets] was also at a healthy 13.3%, suggesting solid levels 
of both total capital as well as Tier 1 capital.  Total stockholders’ equity in 
relation to total assets was 9.5% on June 30, 2021, up from 9.1% at March-
end, and up slightly from the 9.4% level reported at Q2-end last year.   
 
Interestingly, UBCP has strong capital metrics despite returning a lot of capital 
to shareholders with its healthy dividend payout ratio of 47% for the full year 
2020, and the Special Dividend announced several months back.  Remarkably, 
despite the Covid-19 recession, UBCP’s capital and leverage metrics had 
strengthened sequentially during 2020.   
 
Book Value +7% QoQ; Significant Scope to Increase Loans-to-Deposit 
UBCP’s book value per share jumped 7% QoQ and 4% YoY to $11.96 as of June-
end, and ROE was a solid 11.80% annualized, up from the 11.44% annualized 
level for Q1, and up strongly from 10.0% in last year’s second quarter.  ROA 
was also strong at 1.2% annualized in Q2, up from 0.9% YoY.   
 
Management has hinted that they feel demand for loans should soon start to 
increase with growth in the economy.  Loans-to-deposits currently stood at 
76% as of June-end, up fractionally from 74% as of March-end, and in-line 
with prior year levels, but down considerably from 81% at 2019 year-end.  As 
we have mentioned previously, a slowdown in lending due to the overall 
economy and Covid-19, as well as the low loan-to-deposit ratio of the 
Powhatan acquisition, gives UBCP tremendous headroom to increase lending 
and interest income going forward.  The current level of loans is abnormally 
low, and below the bank’s more optimal level of around 90%.  By way of 
reference, UBCP had loan-to-deposit levels of 105% in 2016, and 102% in 
2015.   
 
All parts of the US are experiencing a residential housing boom, driven by 
work-from-home, people fleeing big cities, consumers spending more on their 
homes in lieu of vacations, millennials reaching home-buying age, etc.  With 
mortgage rates still at low levels, lumber prices now down some 30% YTD 
[after being up over 100% YTD a few months back] a recovering economy, and 
employment gains, we are hopeful UBCP will see an uptick in lending in 
various areas such as consumer, commercial real estate, residential housing, 
etc. 
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Disclaimer 
Evaluate Research provides institutional equity research on global public mid-

cap companies. All information used in the publication of this report has been 

compiled from publicly available sources that are believed to be reliable; and 

we do not seek insider information for writing this report. Opinions, estimates 

and projections in this report constitute the current judgment of the analyst(s) 

as on the date of this report.  It is not guaranteed as to accuracy, nor is it a 

complete statement, of the financial products, securities, or markets referred 

to. Opinions are subject to change without notice. To the extent permitted by 

law, Evaluate does not accept any liability arising from the use of information 

in this report.   

 

This document is provided for information purposes only, and is not a 

solicitation or inducement to buy, sell, subscribe, or underwrite securities or 

units. Evaluate does not make individually tailored investment 

recommendations. Any valuation given in a research note is the theoretical 

result of a study of a range of possible outcomes, and not a forecast of a likely 

share price. The securities, issuances or investment strategies discussed in this 

report may not be suitable for all investors. Investments involve many risk and 

potential loss of capital. Past performance is not necessarily indicative of future 

results. Evaluate may publish further update notes on these 

securities/companies but has no scheduled commitment and may cease to follow 

these securities/companies as may be decided by the research management. 

 

Forward-looking information or statements in this report contain information 

that is based on assumptions, forecasts and estimates of future results, and 

therefore involve known and unknown risks or uncertainties which may cause 

the actual results, performance or achievements of their subject matter to be 

materially different from the current expectations. 

 

Evaluate makes an effort to use reliable, comprehensive information, but 

makes no representation that this information is accurate or complete. 

Evaluate is under no obligation to update or keep current the information 

contained herein. The compensation of the analyst who prepares any Evaluate 

research report is determined exclusively by Evaluate’s research and senior 

management. 

 

Evaluate Research Ltd. does not conduct any investment banking, stock 

brokerage or money management business and accordingly does not itself hold 

any positions in the securities mentioned in this report. However, Evaluate’s 

directors, affiliates, and employees may have a position in any or related 

securities mentioned in this report at an appropriate time period after the 

report has already been disseminated, and in compliance with all CFA Institute 

Standards. 

 

No part of this report may be reproduced or published without the prior written 

consent from Evaluate Research Ltd. Please cite the source when quoting. 

 

The companies or funds covered in this research has paid us a fee of US$14,400 

in order for this research to be made available. Any fees are paid upfront 

without recourse. Evaluate and its analysts are free to issue any opinion on the 

security or issuance. Evaluate seeks to comply with the CFA Institute 

Standards as well as NIRI Guidelines (National Investor Relations Institute, 

USA) for all conduct, research and dissemination of research, particularly 

governing independence in issuer commissioned research. 

 

Copyright 2015 Evaluate Research Limited. All rights reserved. 
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