
THIRD QUARTER 2021 
 

REPORT TO SHAREHOLDERS 

DEAR SHAREHOLDERS, ADVISORS AND CLIENTS, 

During the third quarter of 2021, Horizon’s results were 
highlighted by organic loan growth, record net interest income 
and significant growth in pre-tax, pre-provision net income and 
bottom-line earnings that illustrate the strength of our disciplined 
culture and proven model. With the successful September 
completion and conversion of our newly acquired branches, 
we extended our footprint throughout Northern and Central 
Michigan and expanded our low-cost deposit franchise. 
We also took steps to optimize our branch network during the 
quarter as we continue to focus on driving efficiencies. These 
initiatives, together with the consistent strong performance of our 
team, give us strong momentum headed into the fourth quarter 
and beyond.

Third quarter 2021 net income grew to a record $23.1 million, up 
4.0% from the second quarter and 13.6% from the third quarter 
of last year. Third quarter 2021 diluted earnings per share grew 
to $0.52, compared to $0.50 in the second quarter and $0.46 in 
the third quarter of 2020.

Net interest income grew to a record $46.5 million on our $3.66 
billion loan portfolio and other earnings assets, while non-interest 
income expanded to $16.0 million. In addition to our mortgage 
business, bank owned life insurance, banking fees and fiduciary 
activities, our non-interest income also included a one-time 
recovery on an acquired charged-off loan and a gain from the 
sale of ESOP trustee accounts.

Our ongoing focus on efficiency led to further improvement in 
our low non-interest expense to average assets ratio, which 
was just 2.09% on an annualized basis in the third quarter. 
We limited non-interest expense growth to 2.8% year-over-year 
to $34.3 million for the third quarter of 2021. This included 
approximately $799,000 of acquisition-related expenses in 
the third quarter of 2021, as we completed our previously 
announced acquisition of 14 branches in September. We are 
extremely pleased with the performance of our team to facilitate 
a smooth conversion for our new customers, which included 
approximately 50,000 new households, and thrilled to welcome 
our newest Advisors to Horizon.

We believe our expanded Northern and Central Michigan team, 
which includes three additional commercial lenders serving our 
new markets, will help drive continued loan growth as we seek to 
build on our third quarter success. We organically grew both 
commercial and consumer loans during the three months ended 
September 30, 2021. Commercial loans, excluding Paycheck 
Protection Program (PPP) lending, grew by 2.3% organically 
during the quarter to $2.1 billion at period end, while consumer 
loans, excluding acquired loans, increased $11.1 million, or 
1.7%, to $713.4 million. Total loans grew by 6.4% from June 30, 
2021 to $3.57 billion at September 30, 2021. As we’ve shared, 
we expect the remainder of our PPP loans – which had totaled 
some $450 million as our team supported thousands of small 

businesses and nonprofits through the program – to be forgiven 
and paid off by the federal government by year-end.

We recorded a modest provision expense of $1.1 million, largely 
due to an allocation for loans we acquired through our Michigan 
branch acquisition, as we continue to maintain appropriate and 
prudent reserves. At September 30, 2021, our allowance for 
credit losses stood at $56.8 million, representing 1.55% of total 
loans and 193.3% of nonperforming loans at quarter-end. 
Horizon prides itself on its personalized and attentive 
credit-management approach that has resulted in very strong 
asset quality metrics on a consistent basis. While we did see a 
modest increase in non-performing, substandard and delinquent 
loans in the most recent quarter, this is fully attributed to the 
portfolio we acquired through our branch acquisition. We believe 
we have opportunity to improve upon these metrics as we work 
closely with these new borrowers and sponsors.

We also completed our previously announced branch 
optimization initiative, consolidating nine Indiana offices and one 
Michigan branch in August. This effort supports our ongoing 
focus on driving efficiency across our operations, allowing us to 
reinvest the savings into our digital banking capabilities as we 
continue to utilize technology to provide additional support to 
our team and multiple service channels for our customers. 
Importantly, we retained the entire workforce from these 10 
consolidated locations, reassigning them to support growing 
areas of the bank.

Our record profitability in the quarter and the strength of our 
$7.5-billion-asset balance sheet allowed us to reward our 
shareholders with a second dividend increase this year. 
During the third quarter we announced a 15.4% increase in 
cash dividends paid to shareholders to $0.15 per share, or 
$0.60 annualized. This represented a 3.30% dividend yield for 
shareholders on September 30, 2021, and continued our record 
of paying an uninterrupted quarterly dividend for more than 
30 years. As of September 30, 2021, in excess of $120.9 million 
in cash was maintained at the holding company, providing 
considerable future optionality to continue to build shareholder 
value.

We enter the fourth quarter from a position of strength. Horizon 
is focused on the future and on seizing the opportunities that 
our expanded footprint, customer base and team provide us. 
With ample liquidity and capital on hand, we expect to drive 
continued organic growth and evaluate other strategic 
opportunities to profitably expand our business in 2022 
and beyond.

Sincerely,
Craig M. Dwight
Chairman & Chief Executive Officer
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HORIZON BANK STRENGTHENS 
MICHIGAN FOOTPRINT

During the third quarter of 2021, Horizon 
completed its previously announced 
acquisition of 14 branches in 11 Michigan 
counties, along with approximately 
$206.8 million in loans and $846.4 million 
in deposits. Our team successfully 
converted more than 50,000 accounts, 
primarily retail and small business, 
through this transaction and we were 
pleased to welcome the entire workforce 
of our newly acquired branches to 
Horizon. We see excellent opportunity 
to continue to grow in our new Northern 
Michigan enhanced Central Michigan 
markets as we introduce new customers 
to our community bank.

FINANCIAL HIGHLIGHTS

AT OR FOR THE THREE MONTHS ENDED

FINANCIAL HIGHLIGHTS SEPTEMBER 30, 2021 SEPTEMBER 30, 2020 % CHANGE

INCOME STATEMENT

Net interest income $46,544 $43,397 7.3%
Credit loss expense $1,112 $2,052 (45.8%)
Non-interest income $16,044 $16,700 (3.9%)
Non-interest expense $34,349 $33,407 2.8%
Net income $23,071 $20,312 13.6%
Diluted EPS $0.52 $0.46 13.0%
BALANCE SHEET

Total assets $7,534,240 $5,790,143 30.1%
Total deposits $5,979,899 $4,336,289 37.9%
Total loans, net $3,664,892 $4,043,418 (9.4%)
Allowance for  
credit losses $56,779 $56,319 0.8%

CREDIT QUALITY 
Non-performing loans  
to total loans 0.80% 0.72% 11.1%

Allowance for credit 
losses to total loans 1.55% 1.39% 11.5%

Net charge-offs to avg. 
loans for the period 0.00% 0.02% (100.0%)

CAPITAL

Tangible book  
value per share $12.05 $11.29 6.7%

Book value per share $16.28 $15.28 6.5%

QUARTER
ENDED

CLOSING
PRICE

3-MONTH
TOTAL VOLUME 

Sept. 30, 2021 $18.17 6.2M

Jun. 30, 2021 $17.43 7.5M

Mar. 31, 2021 $18.58 7.9M

Dec. 31, 2020 $15.86 7.6M

Sept. 30, 2020 $10.09 8.6M

STOCK PERFORMANCE


