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PARKSIDE FINANCIAL BANK & TRUST
2020 FINANCIAL HIGHLIGHTS

TOTAL BANKING ASSETS $660 Million $155 million increase (+31%) from June 2019
TOTAL OUTSTANDING COMMERCIAL LOANS $388 Million $5 million decrease (-1%) from June 2019
TOTAL WEALTH MANAGEMENT ASSETS $1.5 Billion $70 million increase (+5%) from June 2019
YTD COMPANY REVENUE $13.9 Million $867 thousand increase (+7%) from June 2019
YTD COMPANY NET INCOME $3.4 Million $290 thousand decrease (-8%) from June 2019
YTD BANKING DIVISION REVENUE $10.5 Million $586 thousand increase (+6%) from June 2019
YTD BANKING DIVISION NET INCOME $3 Million $536 thousand decrease (-15%) from June 2019
YTD TFO DIVISION REVENUE $3.6 Million $280 thousand increase (+8%) from June 2019
YTD TFO DIVISION NET INCOME $566 Thousand $195 thousand increase (+53%) from June 2019
TTM BASIC EARNINGS PER SHARE $2.53 $0.10 decrease (-4%) from June 2019
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Dear Valued Shareholder,

Unprecedented. It is an often-used word these days. The Cambridge
Dictionary defines “unprecedented” as something never having
happened or existed in the past. While we believe the word
“unprecedented” is overused, it is also the appropriate word to
describe the last four months. The crisis we experienced beginning
in March is truly unprecedented. We have never experienced a global
pandemic of this magnitude. We have never seen the government
shut down entire industries, causing the most rapid economic

decline in our country’s history.

Parkside entered 2020 expecting a slight economic slowdown but
still projecting $8 million in net income, $500 thousand more than
we earned in 2019. We began the year with excellent capital levels,
strong loan loss reserves and robust core earnings. Then, the world
changed. COVID-19 hit and the economic outlook deteriorated
virtually overnight. Even the most optimistic prognosticators do
not see the U.S. economy getting back to late 2019 levels for at least
a couple years. The most pessimistic economists speak of a much
grimmer outlook, one akin to The Great Depression. Experience
tells me reality will most likely be somewhere between these two

extremes.

Our own economic outlook is no more clairvoyant than anyone else’s
- which means we do not know either. What does all that mean for
Parkside? It means we prepare for the worst, while positioning your
company to continue expanding its client base and building

long-term value.
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What is Parkside doing to accomplish our
goals?

Building Reserves and Capital

First, we built our capital and loan loss reserves to all-time highs.
Our balance sheet has never been stronger and more capable of
handling the unknown; everything from a severe downturn with
increased loan losses to a strong rebound resulting in unusually
rapid loan and client growth. Either way, we are ready. Charts A
and B show how we further strengthened our balance sheet to

prepare for the uncertainty ahead.

Chart A illustrates how we increased our total risk-based capital to
above 14%, a record high for Parkside, nearly 50% above levels

considered well-capitalized by the regulators.

Chart A:
Total Risk Based Capital Ratio (%)
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Chart B illustrates the rapid increase in loan loss reserves to record
highs from both a dollar and percentage of loans perspective,

providing a substantial cushion to absorb potential future loan losses.

Parkside is doing more than just building reserves and capital to
protect against a downturn. We were caught off-guard by the sudden
drop in interest rates back to 0%. Therefore, we are adjusting our
balance sheet for this new interest rate environment by refinancing our
long-term funding at today’s lower rates. It will cost over $400
thousand in refinance expenses in 2020 to accomplish this goal.
However, the benefit will be more than $400 thousand each year for
the next five years, with the majority of the benefit realized in years 2
through 5.

Chart B: Loan Loss Reserves
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Expanding Our Team

With so many talented individuals out of work, or re-evaluating career
opportunities, Parkside considers this an opportunity to recruit
valuable, top-tier team members. Therefore, we accelerated our hiring
plans by recruiting for positions originally planned as hires for late

2020 and 2021. Expanding our team now will ensure we have the
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capacity to serve existing clients who may require extra attention
during these challenging times, while also continuing to add new
relationships with those who may not be receiving the attention they
deserve from their current financial providers. Either way, the extra
support will be well-utilized helping clients and creating value for our

shareholders.

Performance Outlook

At past annual shareholder meetings we provided high-level earnings
guidance for future years. We were able to do this because we were
confident in our ability to provide net income forecasts within a tight
range of likely outcomes. Nothing was guaranteed; however, the odds
of achieving results close to those forecasts were reasonably high.
Unfortunately, we are not afforded that certainty today. The range of
possible outcomes is much wider. Chart C provides an illustration of
the gap between our historical and current confidence levels for future
profitability, whereby the green lines represent our historic range of
likely outcomes and the blues lines represent our currently predicted

range of future outcomes.

Chart C: Net Income Range
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We believe, barring another extreme market disrupter, we will perform
somewhere in the area between the blue bars on the chart, with 2020
net income slightly above $5 million to slightly below $6 million. The
range of possible net income outcomes becomes wider in subsequent
years with the extremes very far apart by 2022. We also believe there is
an equal probability we produce net income results near the high end

or low end of the range depicted by the blue lines in Chart C.

The primary inputs creating the variance in outcomes are the
economic forecasts and related loan losses, loan growth, the interest
rate environment and the behavior of the stock market and associated

revenue generated in our Trust and Family Office division.

Offer to Purchase

Due to the unusually wide range of possible outcomes, it is difficult
to determine an appropriate price for our 2020 stock repurchase
program. Therefore, we will not offer a stock repurchase program in
2020. We hope to have more clarity and less variability of possible
outcomes by early 2021. This would allow us to resume the stock

repurchase program in 2021.

There have been a few stock trades in recent months as indicated in the
included Financial Summary. Not surprisingly, the price of our stock
has declined from the year-end 2019 high of $38 per share. All bank
stocks have declined this year as the outlook for the banking industry
earnings was downgraded due to the deteriorating economic outlook.
Regional bank stocks have declined 35% year-to-date as indicated by
the KBW regional bank stock index. We are pleased Parkside stock has
only dropped 10-20%. As indicated earlier in Chart C, our own
outlook reflects the same uncertainty the entire industry is

experiencing.
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Year-to-Date Performance

We have included our year-to-date financial results. Assets continued
to remain inflated through June, ending the month at $660 million,
an increase of $155 million from a year ago. We funded $71 million in
SBA guaranteed PPP loans as part of the CARES Act stimulus
program. Many clients used these loan proceeds to repay outstanding
lines of credit, reducing 2020 commercial loan growth by
approximately $35 million. With so much liquidity in the system,
deposit growth is exceptionally strong with total deposits of $532
million at month end June, a $134 million increase from June 2019.
We estimate approximately $75 million of the increase is temporary,
due to the stimulus related excess liquidity. Commercial loan growth
continues to be a struggle as our commercial clients are reducing their
line of credit usage and new loan originations have slowed with the
COVID-19 lockdown. We believe this trend will continue into 2021,

negatively affecting loan growth and net interest income.

Year-to-date net interest income of $9.3 million is slightly ahead of
June 2019 YTD net interest income. In June 2020, we earned $1.8
million in loan fees on the $71 million in SBA PPP loans, an
unusually large amount. We normally earn $55-60 thousand per
month in loan fees. Adjusting for the June one-time PPP loan fees,
YTD net interest income would have declined compared to YTD June
2019. The decline is due to two factors. First, the Federal Reserve
lowered interest rates to 0% with the onset of the COVID-19
pandemic. Lower interest rates put downward pressure on our net
interest margin. Second, the reduced commercial line of credit usage
means fewer outstanding loans, which in turn results in less interest

earned on loans and lower net interest margin.
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Year-to-date noninterest income of $4.6 million is $633 thousand more
than YTD June 2019. This is helping offset some of the impact of lower
net interest income. As noted earlier, we also put $1.8 million into loan
loss reserves on top of the $271 thousand recovery in the first six
months of 2020, building our loan loss reserve to $9.2 million in

preparation for a possible COVID-19 related economic downturn.

Year-to-date noninterest expense of $8 million reflects an increase of
$384 thousand, or 5%, compared to YTD June 2019. We expect
noninterest expense to increase in the second half of 2020 as we
continue investing in our future by upgrading our core processing

system in July and investing in additional personnel.

The bottom line — we earned $3.4 million in net income in the first

six months of 2020, $290 thousand less than we earned in the first six
months of 2019. As noted above, we expect net income in the second
half of 2020 to be less than the first half and to remain low compared
to 2018 and 2019 levels for well into 2021 due to the low level of
interest rates, slower commercial loan growth and uncertain economic

outlook.

In Closing

Consistent with how we have always managed Parkside, we are
maintaining an appropriately strong balance sheet while investing

for the future. As for COVID-19, it too shall pass. When? We don’t
know. But, it will pass. Now is the time to utilize our strong balance
sheet to take advantage of the market, continue to add top talent to the
already great team we have, take care of existing clients and add new
relationships. To that extent, if you know of anyone who could benefit
from Parkside’s uncommon level of client service, please reach out to

our team. Likewise, if you know a potential employee who could be a
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good fit at Parkside, please let them know we are looking for qualified

talent.

We appreciate your support during this challenging time, and look

forward to working with you as we navigate what’s ahead.

Should you have any questions or comments, please feel free to contact

us. Stay safe and healthy.

James C. Wagner - Chief Executive Officer
Andrew S. Hereford - President, Bank
Matthew A. Wagner - President, TFO
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PARKSIDE FINANCIAL, INC.

CONDENSED CONSOLIDATED BALANCE SHEET (UNAUDITED)

ASSETS
Cash and investments $
SBA PPP Loans
Loans
Allowance for loan losses

Other assets

Total assets $

LIABILITIES AND STOCKHOLDERS’EQUITY
Non-interest bearing deposits $
Interest bearing deposits

Total deposits
FHLB borrowings
Mortgage Note Payable
Sub debt net of unamortized costs

Other liabilities
Total liabilities

Total stockholders’ equity
Total liabilities and equity $
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June 30, 2020
164,054,140
71,212,497
387,992,664
(9,200,000)
45,839,707

659,899,008

179,516,468
352,528,512
532,044,980
45,000,000
11,574,166
6,757,057
6,747,879

602,124,082

57,774,926
659,899,008
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June 30, 2019
101,026,990

392,824,574
(7,525,000)
18,819,191

505,145,755

98,953,063
299,150,825
398,103,888

42,000,000

6,728,257
5,522,521
452,354,666

52,791,089

505,145,755

2020



PARKSIDE FINANCIAL, INC.

CONDENSED CONSOLIDATED INCOME STATEMENT (UNAUDITED)

REVENUE
Net interest margin
Trust and family office revenue
Bank service charges and other income

Total revenue

EXPENSES
Provision for possible loan losses
Noninterest expenses
Total expenses
Income taxes

Net income

Return on average assets
Return on average equity
Book value per share

TTM Basic earnings per share
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June 30, 2020
9,338,862
3,646,340

939,040
13,924,242

1,779,400
7,956,774
9,736,174

789,654
3,398,414

1.12%
12.21%
$19.87
$2.53
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June 30, 2019
9,105,064
3,394,132

558,255
13,057,451

625,000
7,573,207
8,198,207

1,171,164
3,688,080

1.49%
14.73%
$18.39
$2.63

2020



MOST RECENT STOCK TRANSACTIONS*

7/1/20 1,000 shares @ $34.00
5/22/20 250 shares @ $30.00
3/10/20 3,000 shares @ $38.00
3/5/20 11,000 shares @ $38.00
2/27/20 4,000 shares @ $38.00

DIVIDEND HISTORY

2020 $0.85 per share
2019 $0.80 per share
2018 $0.625 per share
2017 $0.50 per share
2016 $0.40 per share

*The Company is aware of the following recent transactions in the Company’s stock. No assurances can be given that such information reflects all transactions in the
Company’s stock during the period or that such transactions accurately and completely reflect the value of the Company’s stock. Such information is provided for convenience
and should not be relied upon. The Company does not make a market in or otherwise trade in its stock. However, the Company can assist in the settlement of transactions
in its stock between buyers and sellers who have independently negotiated the terms of their transactions.

Investments are not insured by the FDIC or any federal government agency, provide no bank guarantee, are not a deposit and may lose value.
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