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Executive Summary

Eagle Bancorp Inc. (NASDAQ: EGBN) stands out as a well-capitalized community bank with
strong local ties and a proven track record of performance in all market conditions. During the
most recent quarter, the company made several key strategic moves, such as appointing new
management and increasing its focus on commercial lending. Currently, with a trading multiple
of 0.47 times book, Eagle Bancorp appears undervalued and offers significant upside with
minimal downside risk. This presents an attractive opportunity for long-term approach to
investing, focusing on undervalued community banks poised to consolidate or grow.

Key Investment Highlights

- Current Price: $19.39

- Intrinsic Value: $35.12 (DCF and Relative Value Average)
- Upside Potential: +81%

- Book Value per Share: $40.60

- Forward P/E: 7.91 (vs Peer Median 9.8x)

- P/B Ratio: 0.47

- Free Cash Flow: $123.4 million

- Net Interest Margin: 3.68%

- ROE (3Y Avg): ~7%

- Operating Region: Washington, D.C. Metropolitan Area

Valuation Comparison
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Community Engagement: As a community-focused institution, Eagle Bancorp fosters
customer loyalty through tailored financial solutions, which is critical in maintaining a
competitive advantage.

Operational Improvements: Under CEO Susan Riel’s leadership, the bank has focused on
commercial lending growth, particularly in Commercial & Industrial (C&I) lending, to improve
profitability and market share.

Asset Quality Management: Eagle Bancorp proactively manages asset quality risks through
transparent evaluations and robust relationship-building, reinforcing stakeholder confidence.

Quantitative Considerations
Financial Metrics:

Revenue Growth: A $590.2 million deposit increase enabled the repayment of $1 billion in
term funding, showcasing strong liquidity management.

Profitability Ratios:

Net Interest Margin (NIM): Currently at 3.68%, with a three-year median of 4.28%, indicating
room for growth.

Return on Equity (ROE): Currently -3.76%, but historical averages of 7% suggest potential
recovery.

Valuation Metrics:

P/E Ratio: Currently -12.35, projected to improve to 7.91 within a year.
P/B Ratio: At 0.47, the stock trades at a significant discount to its book value of $40.60.

Free Cash Flow: Robust at $123.44 million, signaling strong financial health and reinvestment
capacity.



WACC and Discount Rate:

Weighted Average Cost of Capital (WACC): 23.89%, reflecting healthy financial leverage and
a favorable cost of equity at 7.28%.

Intrinsic Valuation:

Combining DCF ($44.10) and Relative Value ($26.14) methods yields an intrinsic value of
$35.12, highlighting significant upside potential.

Market Place and Expansion Strategy

Industry consolidation trends offer up possible client acquisition from major rivals, in addition to
possible growth in market share.

Strategic Initiatives

Investment in Technology: Helps improve digital banking products, leading to increased client
satisfaction, operational efficiencies, and affordability.

Profitability Focus: Expanding C&I lending to diversify earning assets and improve net interest
margins.

Asset quality management entails proactive management of the loan portfolio to reduce

nonperforming assets and maintain long-term stability.

Risks and Mitigation
Credit Risk: Enhanced due diligence in loan origination mitigates potential credit losses.
Market Dynamics: Community banking highlights resilience against market wide volatility.

Economic Uncertainty: Calls for diversification in different fields, including multifamily and
commercial property, for achieving strength against industry-specific declines.
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