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Arlington, VA 22201  
March 15, 2018 
 
 
Dear Shareholder: 
 
We wanted to update investors on the passage of Senate bill S.2155 (“Bill”), which we believe 
includes some of the most sweeping changes to US community and regional bank regulation since 
the enactment of the Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-
Frank”).  Although timing is fluid, we expect the House of Representatives to ultimately attach a 
number of bipartisan amendments and for a final bill to be signed into law in the coming 
months.  EJF Investments Manager LLC (“EJF”) believes that these potential rule changes could 
have a positive impact on EJF Investments Ltd’s investments in the debt issued by community and 
regional banks. 
 
By way of reminder, EJF believes that the core provisions in the Bill could materially change 
capital allocation decisions for community and regional banks.  We also believe that non-bank, 
direct-lending competition will slow for certain lending categories such as Non-Qualified 
Mortgages.   
 
The specific changes and related impacts include: 
 

• SIFI (Systemically Important Financial Institution) Threshold – The Bill immediately 
raises the level of the SIFI Threshold to $100 billion from the current $50 billion of assets. 
Additionally, the threshold is then raised to $250 billion of assets 18 months after the final 
bill is signed into law. We believe that the removal of the CCAR stress test process for the 
regional banks may lower regulatory costs and allow institutions to more effectively 
manage their balance sheets. Indeed, we believe that the impact will likely be lower capital 
levels (though above pre-financial crisis levels), increased loan growth, increased M&A 
activity, higher return on equity and greater prepayment of less efficient legacy debt such 
as bank trust preferred securities or bank “TruPS”.  

 
• Small Bank Holding Company Policy Statement – This policy statement allows small 

bank holding companies to issue subordinated debt and receive Tier 1 regulatory capital 
treatment at their bank subsidiary. The use of this capital is unlimited, with the flexibility 
for organic growth and acquisitions. The change to this policy statement would 
immediately raise the threshold level to $3 billion of assets from the current $1 billion of 
assets. This change would increase the number of positively impacted banks by 375, 
resulting in more than 5,200 banks which we believe could benefit from a reduced cost of 
capital, higher profitability and increased M&A activity within the community banking 
sector. We also believe this change could lead to accelerated prepayment of small bank 
TruPS as they alternatively seek to raise subordinated debt.  

 
• Non-Qualified Mortgage Relief – The Bill extends the QM rule’s safe harbor to all banks 

that are under $10 billion of assets and hold mortgage loans on their balance sheet. We 
believe that this rule has the effect of making lower cost mortgages available to borrowers 



who have been unable to meet what we believe are the onerous definitions in the current 
rule. We expect direct lenders to lose share in this category while community banks will 
gain share.  

• Additional Items – The Bill also includes a handful of revisions that were politically
negotiated following our November 2017 letter to investors.  For example, the
Supplementary Leverage Ratio (SLR) calculation was changed for trust and custody banks
by removing central bank deposits from the denominator, thus increasing the capital
ratio.  Additionally, a slew of credit monitoring and reporting provisions were included in
the Bill in the wake of the 145 million American consumers whose personal information
was exposed in the Equifax data breach in 2017.

If you would like more detailed information on the proposed legislation, you may access the Bill 
here - Senate Bill S.2155. 

If you have any questions or would like to discuss in greater detail, please contact EJF Investments 
Managers LLC at info@ejfi.com. 

Thank you, 

Neal J. Wilson 
Chief Executive Officer 

The information provided herein is intended solely for the use of the party to whom EJF has 
provided it, is strictly confidential, and may not be reprinted or distributed in whole or in part nor 
may its contents be disclosed to any other recipient under any circumstances.  This information 
shall not constitute a solicitation or an offer to buy or sell any security or service, or an endorsement 
of any particular investment strategy.  Nothing in this material constitutes investment, legal, or 
other advice nor is it to be relied upon in making investment decisions.  Offering of EJF funds is 
made by private placement memorandum only. 

The information herein may include statements of future expectations, estimates, projections, 
models, forecasts, scenarios, and other forward-looking statements (collectively "Statements"). 
The Statements provided are based on EJF's beliefs, assumptions and information available at the 
time of issuance. As a result, all the information contained in this document, including the 
Statements, is inherently speculative and actual results or events may differ materially from those 
expressed or implied in such Statements.  Therefore, this information, as well as the Statements, 
cannot be relied upon for any purpose other than the current illustrative one.   

The information herein may include figures, statements, opinions, analysis, or other information 
(collectively, “Information”) that paraphrase, summarize, abbreviate, or are otherwise reductive to 
the complete set of facts and events that have transpired or EJF anticipates occurring. The 
Information provided are based on EJF's beliefs, assumptions and information available at the time 
of issuance, and are subject to change. Accordingly you are encouraged to conduct your own 
independent review of the Information, including the proposed legislation, before making any 

https://www.congress.gov/bill/115th-congress/senate-bill/2155/text


investment decisions. EJF expressly disclaims any liability whatsoever for any loss arising from 
or in reliance upon the whole or any part of the content herein. 
 
The scenarios, risks, Information and Statements presented in this document are not 
comprehensive of the securities and strategies referenced, and are solely for illustrative purposes. 
Therefore, this document, as well as the Statements and Information, cannot be relied upon for any 
purpose other than the current illustrative one.   
 
Affiliates of EJF may already own securities that advance or conflict with any strategies described 
herein. The specific securities identified and described in this document do not represent all of the 
securities purchased, sold, or recommended by EJF, and the reader should not assume that 
investments in the securities identified and discussed were or will be profitable. This document 
shall not in any event be deemed to be complete and exhaustive information on the subjects 
covered. 
 
PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS, WHICH MAY VARY. 
 
 
 




