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Farmers & Merchants Bancorp, Inc. Reports 2020 Second-Quarter and Year-to-Date Financial Results

July 22, 2020
Strong Operating Performance Supports Communities, while Driving Loan and Deposit Growth

ARCHBOLD, Ohio, July 22, 2020 (GLOBE NEWSWIRE) -- Farmers & Merchants Bancorp, Inc. (Nasdag: FMAO) today reported financial resuifts for the 2020 second quarter and year-to-date June 30, 2020.
2020 Second Quarter Financial and Operating Highlights Include (on a year-over-year basis unless noted)

« Net income was $4.8 million, and included a $1.4 million increase in the provision for loan losses as a result of the COVID-19 crisis

* Noninterest income increased 11.6% to $3.3 million

« Strong organic growth drove a 23.1% increase in net total loans and a 18.9% increase i total deposits

« Approved 947 PPP applications for $87.0 million during the second quarter

« Year-to-date, net charge-offs to average loans was 0.02%, compared to 0.02% for the same period last year

« Return on average assets was 1.10%, compared to 1.63% for the same period last year (last year's second quarter included a one-time $1.4 million tax adjusted recovery benefit)
 F&M remains well capitalized under regulatory guidelines with a Tier 1 capital to average assets of 10.70"

« F&M continues investing in its strategic growth plan and, during the quarter, added new leadership talent and opened two new loan production offices in Muncie, IN and Oxford, OH

“Through the course of the COVID-19 pandeic, the health and satety of our customers, empl d ties has remained our On June 15, 2020, all F&M offices reopened to provide customers with fulllobby access, while operating with new safety procedures to do our part in limiting the spread of the coronavirus,” stated Lars B. Eller, President and Chief Executive
offi

“F&M is dedicated to helping our communities through supportive financial felief programs. The high level of interest-only modifications compared to payment deferrals is encouraging and demonstrates the strong asset qualty and lending relationships we had prior to the crisis. Specifically, we have only received $32.5 millon of payment deferrals and $124.0 millon of loans have entered
into interest-only modifications as of June 30, 2020. Combined deferrals and interest-only modifications represent only 11.7% of our net total loans at the end of the second quarter. F&M has o exposure to the energy sector, while our exposure to industries most likely impacted by the pandemic remains limited. Loans in the restaurant, hospitality (hote) and entertainment industies
represent 8.63% of our total loan portfolio at June 30, 2020 In addition, our total past due balance remains low and was $6.2 millon, or 0.46% of net total loans at June 30, 2020."

M. Eller continued, “Through our Paycheck Protection Program efforts, 947 loans to small business customers have been approved by the Small Business Administration for total consideration of nearly $87 million. The success of this program has helped F&M provide the necessary financial resources to many small business customers who employ over 12,400 people. | am extremely
grateful to all our employees for their hard work and dedication as we support our local communities through the COVID-19 crisis.”

Income Statement
Netincome for the 2020 second quarter ended June 30, 2020, was $4.8 million, compared to $6.2 million for the same period last year. Net income for the 2019 second quarter included $31,000 of one-time acquisition related expenses and a $1.4 million tax-adjusted benefi from recoveries. Net income per basic and diluted share for the 2020 second quarter was $0.43, compared to $0.56
for the same period last year. One-time acquisition related expenses had no impact on earnings per basic and diluted share for the 2019 second quarter, while the benefit from recoveries enhanced earnings per basic and diluted share by $0.14 for the 2019 second quarter.

Netincome for the 2020 first half ended June 30, 2020, was $8.9 million, compared o $9.4 million for the same period last year. Net income for the 2019 first half included $1.2 million of one-time acquisition related expenses and a $1.4 million tax-adjusted benefit from recoveries. Net income per basic and diluted share for the 2020 first half was $0.80, compared to $0.85 for the same period
last year. 2019 first half eamings included $0.09 per basic and diluted share of one-time acquisition related expenses and a $0.14 per basic and diluted share benefit from recoveries.

. Eller continued, "We are working hard to diversify our sources of income, while controlling expenses and reducing our cost of funds to help offset the March 2020 Federal Reserve emergency rate cuts. Noninterest income increased 11.6% to $3.3 million in the second quarter, the highest quarterly amount in reary eight years, primarily due to higher home loans originated during the
quarter. Our cost of interest-bearing liabilies was 0.919% for the 2020 second quarter, a 49-basis point reduction from 1.40% at December 31, 2019. Meanwhile, we continue to control expenses and our effciency rato for the six months ended June 30, 2020 was 60.43%, compared (o 64.09% for the same period last ye:

Deposits
At June 30, 2020, total deposits were $1.477 billion, an increase of 18.9% from June 30, 2019, The significant organic deposit growth being experienced is a result of continued strength in expanding relationships with new and existing customers, and the benefits of PP activity. In addition, we continue to see growing customer preferences to more stable and secure saving instruments as.
deposits have increased since the COVID-19 crisis began

Loan Portfolio and Asset Quality

Total loans, net at June 30, 2020, increased 23.1% or by $250.3 million to $1.335 billion, compared to $1.084 billon at June 30, 2019, and up 10.2% from $1.212 bilion at December 31, 2019. The year-over-year improvement resulted primarily from the contribution of strong organic loan growth and $87.0 million of PPP loans originated during the 2020 second quarter.

M. Eller continued, “We continue preparing for a potential economic downturn in the future and have siress tested nearly all the loans in our portfolio. In addition, for the 2020 six-months ended June 30, 2020, our provision for loan losses was $2.8 million higher than the same period last year as we proactively increased the allowance for loan and lease losses. While we increase our
reserves, our asset quality remains strong and is in ine with pre-crisis levels. This is a testament to our strong leadership team and long history of prudent credit practices. We remain conservative in our approach o fisk and disciplined in pricing, which combined with F&M's financial position and capital levels, provide us with the right resources and platform to navigate this challenging
period.”

Focused on Operational Excellence

“Across our organizaion e ar focused on operatonl excellence ame atresponding (0 he curtet economic envianment, whie pursting our lon erm strategc growh ifatves,During he second quarte, e accelerated investments n ur dital nfasirulure o support our employee's aityto work o ame and to make f easie for ourcustomers (o engage i he bark
iew Chief Information Officer. Shaliniis a proven CIO who willlead our digtal efforts, and | am excited by the motivated and experienced leadership team we are assembiing. In adition, we opened two new loan production offices in Muncie, IN and Oxford, OH, and broke ground on a new full-service offce in Ft. Wayne.”

impact on the country and our thoughts go out to anyone who has been impacted by the virus. At F&M we remain committed to building strong relationships with our communities and helping our customers navigate the challenges associated with the COVID-19 crisis. We are allin this together and F&M is focused on providing

- 10 have
supportfor you and us,” concluded Mr. Eller.

Stockholders' Equity and Dividends
Total stockholders' equity increased 7.3% to $240.3 million at June 30, 2020, from $224.0 million at June 30, 2019, At June 30, 2020, the company had a Tier 1 leverage ratio of 10.70%, compared o 11.77% at June 30, 2019,

Tangible stockholders' eqity increased to $181.7 million at June 30, 2020, compared to $172.0 million at June 30, 2019, On a per share basis, tangible stockholders' equity at June 30, 2020, was $16.33 per share, compared to $15.49 per share at June 30, 2019,

For the six months ended June 30, 2020, the Company has declared cash dividends of $0.32 per share, which is a 6.7% increase over the 2019 six month declared dividend payment. F&M is committed to returning capital to shareholders and has increased the annual cash dividend for over 20 consecutive years. For the six months ended June 30, 2020, the dividend payout ratio was
39.69% compared to 32.26% for the same period last year.

About Farmers & Merchants State Bank:
‘The Farmers & Merchants State Bank is a local independent community bank that has been serving Northwest Ohio and Northeast Indiana since 1897. The Farmers & Merchants State Bank provides commercial banking, retail banking and other financial services through ts 30 offices. Our locations are in Fulton, Defiance, Hancock, Henry, Lucas, Williams, and Wood counties in Northwest
Ohio. In Northeast Indiana, we have offices located in Adams, Allen, DeKalb, Jay, and Steuben counties.

Safe harbor statement
Farmers & Merchants Bancorp, Inc. (*F&M') wishes to take advantage of the Safe Harbor provisions included in the Private Securities Litigation Reform Act of 1995. Statements by F&M, including management's expectations and comments, may not be based on historical facts and are *forwarc-looking statements” ithin the meaning of Section 27A of the Securities Act of 1933, as
‘amended, and Section 218 of the Securities Exchange Act of 1934, as amended. Actual results could vary materially depending on risks and uncertainties inherent in general and local banking conditions, competiive factors specific to markets in which F&M and its subsidiaries operate, future interest rate levels, legislative and regulatory decisions, capital market conditions, or the effects of
the COVID-19 pandemic, and its impacts on our credit quality and business operations, as well as ts impact on general economic and financial market conditions. F&M assumes no responsibiliy to update this information. For more details, please refer to F&M's SEC fiing, including its most recent Annual Report on Form 10-K and quarterly reports on Form 10-Q. Such filings can be viewed
althe SEC's website, wau.sec.gov of through F&M's website www.fm.bank

Non-GAAP Financial Measures

This press release ncudes disclosure o inancial measures ot prepared n accordance with generally accepte accounting pnncvples in e Unied States (GAP). A non-GAAP fnancial measre s  numerical meastre of istorical r fture financil perormance, inancil poiion o cas flows tht excludesorincudes amournts that arerequed (o be disclosed by GAAP. Famers &
Merchants Bancorp, Inc. believes that these non-GAAP financial measures provide both d investors a more g operational resuits and trends and Farmers & Merchants Bancorp, Inc.'s marketplace performance. The presentation of this additional information is not meant to be considered in isolation or as a substitute for the numbers
prepared in accordance with GAAP.

FARMERS & MERCHANTS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME & COMPREHENSIVE INCOME
(Unaudited) (in thousands of dollars, except per share data)

‘Three Months Ended Six Months Ended
June 30,2020 March 31, 2020 December 31, 2019 ‘September 30, 2019 June 30,2019 June 30, 2020 June 30,2019
Interest Income
Loans, including fees $ 16192 $ 15883 s 15608 $ 15202 $ 16723 $ 32075 s 31403
Debt securites:
U.S. Treasury and government agencies 767 1146 840 972 816 1013 1529
Municipalities 243 262 225 19 21 505 422
Dividends 26 45 60 69 76 7 164
Federal funds sold 5 6 97 120 162 u 199
Other. 40 122 319 459 295 162 428
Total interest income 17.273 17,464 17,149 17,012 18,283 34,737 34145
Interest Expense
Deposits 2254 2,901 3336 3,654 3339 5,155 5,952
Federal funds purchased and securities sold
under agreements to repurchase 187 244 207 201 141 431 326
Borrowed funds 257 266 270 257 269 523 556
Total interest expense 2698 3411 3813 4112 3749 6,109 6,834
Net Interest Income - Before Provision for Loan Losses 14575 14,053 13336 12,900 14534 28,628 27311
Provision for Loan Losses 1569 1430 728 247 133 2,999 163
Net Interest Income After Provision For Loan Losses 13,006 12623 12,608 12,653 14,401 25,629 27,148
Noninterest Income.
Customer service fees 2.258 1,586 1732 1722 1694 3844 3,272
Other service charges and fees 704 1,039 1132 1179 1001 1743 2132
Net gain on sale of loans 364 227 19 260 19 591 208
Net gain (loss) on sale of available-for-sale securities - 270 - - - 270 (26 )
Total noninterest income 3326 3122 2,983 3,161 2,981 6.448 5676
Noninterest Expense
Salaries and wages 2,043 4223 4,029 4158 3,830 8,266 8,142
Employee benefits 1218 1677 1410 1331 1223 2,895 2817
Net occupancy expense 564 564 406 630 614 1128 1281
Fumniture and equipment 750 758 596 720 763 1508 1459
Data processing 408 442 3% 482 376 850 1675
Franchise taxes 369 368 246 248 229 737 487
ATM expense 376 a14 434 416 218 790 865
Advertising 265 303 340 567 382 568 642
Net (gain) loss on sale of other assets owned a ) 1 16 22 28 © ) 43
FDIC assessment 144 72 w ) - %8 216 194
Mortgage servicing rights amortization 356 132 158 149 105 488 180
Consuling fees 217 139 264 196 9% 356 208
Other general and administrative 1691 1602 1482 1667 1551 3293 3,230
Total noninterest expense 10,304 10,695 9,766 10,606 9712 21,089 21223
Income Before Income Taxes 5938 5,050 5,825 5.208 7670 10,988 11,601
Income Taxes 1134 945 1102 933 1.490 2,079 2197
Net Income 4,804 4105 4723 4,275 6,180 8,909 9,404
Other Comprehensive Income (Loss) (Net of Tax);
Net unrealized gain (1oss) on available-for-sale secuites 661 4,998 @2 ) 841 3.061 5,659 4810
Reclassification adjustment for realized (gain) loss on sale of available-for-sale securities . (@70 ) - - - (270 ) 2
Net unrealized gain (1oss) on available-for-sale securities 661 4728 72 ) 841 3,061 5,389 4,836
Tax expense (benefi) 139 993 (©9 ) 176 643 1132 1016
Other comprehensive incorme (loss) 522 3735 @73 ) 665 2418 4.257 3820
Comprehensive Income $ 532 $ 7840 s 4350 $ 4940 $ 8598 $ 13166 s 13224
Basic and Diluted Earings Per Share s 043 s 037 s 043 s 038 $ 056 $ 080 s 085
Dividends Declared $ 016 $ 016 s 016 $ 015 $ 015 s 032 s 030
FARMERS & MERCHANTS BANCORP, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited) (in thousands of dollars, except share data)
June 30, 2020 March 31, 2020 December 31, 2019 September 30, 2019 June 30,2019
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Assets
Cash and due from banks $ 54336 $ 49844 s 50137 s 103188 $ 108085
Federal funds sold 31,105 40,993 1,159 11,404 15,193
Total cash and cash equivalents, 85,441 90,837 51,296 114,502 123,278
Interest-bearing time deposits 4,636 4,869 4,309 4,554 4509
Securities - available-for-sale 236,292 204,121 222,203 190,465 204,415
Other securites, at cost 5810 5810 5810 5,789 5789
Loans held for sale 11,445 2153 4,248 606 1,909
Loans, net 1,334,790 1,239,108 121,771 1,151,937 1,084,448
Premises and equipment 26,049 26,120 26,351 25,990 26,013
Goodwill 47,340 47340 47,300 47,340 47340
Mortgage servicing rights 2740 2672 2,629 2,556 2,465
Other real estate owned 135 185 214 351 329
Bank owned lfe insurance 15,399 15313 15,235 15,151 15,050
Other assets. 14370 16,597 15,834 15,549 15,002
Total Assets s 1784447 $ 1655125 s 1607330 $ 1574880 $ 1530547

Liabilities and Stockholders' Equity


http://www.sec.gov/
https://www.globenewswire.com/Tracker?data=EhcCI1QUfVzD0sB59dUpEyr9iTSV7pfH-Ytamvn2Cll9o-_MXxxXYnMrVpoz4DeeYaO4_myarlVMtnCm9dGhIQ==

Liabilities
Deposits

Noninterest-bearing

Interest-bearing
NOW accounts
savings
Time

Total deposits

Federal Funds Purchased and
securities sold under agreements to repurchase
Federal Home Loan Bank (FHLB) advances
Dividend payable
Accrued expenses and other liabities

Total liabilies

Commitments and Contingencies

Stockholders' Equity

Common stock - No par value 20,000,000 shares authorized; issued
and outstanding 12,230,000 shares 6/30/20 and 12/31/19
‘Treasury stock - 1,100,975 shares 6/30/20, 1,093,065 shares 12/31/19

Retained eamings
Accumulated other comprehensive income
Total stockholders’ equiy

‘Total Liabilities and Stockholders’ Equity

FARMERS & MERCHANTS BANCORP, INC. AND SUBSIDIARIES

SELECT FINANCIAL DATA

Selected financial data
Retur on average assets.

Return on average equity

Yield on eaming assets

Cost o interest bearing liablies.
Netinterest spread

Netinterest margin

Efficiency

Dividend payout ratio

Tangible book value per share (1)
Tier 1 capital to average assets

Loans
(Dollar amounts i thousands)
Commercial real estate
Agricultural real estate
Consumer real estate
Commercial and industrial
Agricutural
Consumer
Other
Less: Net deferred loan fees and costs
Total loans, net

Asset quality data
(Dollar amounts in thousands)
Nonaccrual loans

Troubled debt restructuring
90 day past due and accruing
Nonperforming loans

Other real estate owned
Nonperforming assets

(Dolar amounts in thousands)
Allowance for loan and lease losses
Allowance for loan and lease lossesftotal loans
Net charge-offs:
Quarter-to-date
Year-to-date
Net charge-offs to average loans
Quarter-to-date
Year-to-date
Nonperforming loansfotal loans

Allowance for loan and lease losses/nonperforming loans

June 30, 2020
110

June 30, 2020

B

B

June 30, 2020

B
s
B
B
B
s

s

Xy

589,382

8473
7,034

8473

135
8,608

10538
0.78%

117.24%

w

®

336,027

504,846

1,544,150

1,784,447

For the Three Months Ended

March 31, 2020
102

sss8888%

B3
8

March 31, 2020

s 570217

March 31, 2020

3344
1934

3344
185
3529

wownnn

8533
0.68%

0.01%
0.01%
0.27%
256.66%

(1) Tangible Equity = Stockholder Equity less goodwill and other intangibles (core deposit intangible, mortgage servicing rights and unrealized gain/loss on securities)

FARMERS & MERCHANTS BANCORP, INC. AND SUBSIDIARIES
AVERAGE BALANCE SHEETS AND RELATED YIELDS AND RATES.

(in thousands of dollars, except percentages)

Interest Earning Assets:
Loans

Taxable Investment Securites
Tax-exempt Investment Securiies
Fed Funds Sold & Other

Total Interest Earming Assets

Nonearning Assets

Total Assets

Interest Bearing Liabilities:

Savings Deposits

Other Time Deposits.

Other Borrowed Money

Fed Funds Purchased & Securities
Sold under Agreement to Repurch

Total Interest Bearing Liabiliies

Noninterest bearing Liabilties

Stockholders Equity

Net Interest Income and interest rate spread

Net Interest Margin

For the Three Months Ended
June 30, 2020

Average Balance

s 1,321,405

1,626,338
125,730

s 1,752,068

$ 859,644
269,897
23,49

30300
s 1183337

330,611

s 238120

Yields on Tax exempt securities and the portion of the tax-exempt IDB loans included in loans have been tax adjusted based on a 21% tax rate in the charts

Interest Earing Assets:

Loans
‘Taxable Investment Securities.
Tax-exempt Investment Securities
Fed Funds Sold & Other

Total Interest Earning Assets

Nonearning Assets

Total Assets

Interest Bearing Liabiliies:

Savings Deposits

Other Time Deposits.

Other Borrowed Mon

Fed Funds Purchased & Securities
Sold under Agreement to Repurch.

Total Interest Bearing Liabilties

Noninterest bearing Liabiliies

Stockholders Equity

Net Interest Income and interest rate spread

Net Interest Margin

For the Six Months Ended
June 30,2020

Average Balance
1279.127

“

71927
1,566,495

17,818

B

1,684,313

m

816,610
273,738
24141

34,627
1,149,116

®

299,859

@

235338

Yields on Tax exempt securities and the portion of the tax-exempt IDB loans included in loans have been tax adjusted based on a 21% tax rate in the charts

Company Contact.
Lars B. Eller
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InterestDividends
$ 16192
105

a5
$ 17273

$ 954
1,300
257

187
$ 2698

$ 14575

InterestDividends
32,075
2,252

$ 2439
2,716
523

$ 6109

$ 28628

$ 261,786

463,734
341,256
281,931
1,348,707

1,418,668

81,844
(12636
162416
4833

236,457

$ 1655125

December 31, 2019

o
2

o

ecember 31, 2019

551,300

B
H

o

ecember 31, 2019

3,400
956
3,400
214
3614

wownnn

7,228
0.59%

187.17%
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Annualized
Yield/Rate
490

196

243

019

425

0.44
193
438

247
091

334

Annualized

237
236
0.48
444

060
198
433

249
106

September 30, 2019
1.1

September 30, 2019

$ 502,137

September 30, 2019

s 3275
s 1,051
s -

s 3,626

s 6759
0.58%

s 171
s 426

173.25%

B

£

EEEEE]
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S 265156 s 261719
423,655 430,646
322,973 310,667
276,563 274,99
1,288,347 1,278,028
48,073 30,056
24,806 24,669
1768 1657
14,078 13,062
1,377,072 1,347,472
81535 81,264
(12.456 ) (12453
160,081 157,126
1098 1471
230,258 227,408

S 1607.330 S 1574880

June 30,2019
% 163 %
% 121 %
% 525 %
% 145 %
% 380 %
% 418 %
% 56.00 %
% 2678 %
s 1549
% 177 %
June 30,2019
s 443257
193,768
159,540
125,609
13755
48,952
7341
) (1091 )
$ 1091131
June 30, 2019

1,328
981

s

s

s -

s 1328

s 320

s 1657

s 6,964
0.64%

©
8

0.01%
0.02%
0.12%
37551%

For the Three Months Ended
June 30, 2019

Average Balance

»

«-n

For the Six Months Ended

June 30, 2020
1.06

757

444

1.06

338

367

60.43

3969

InterestDividends

s 1107271 $ 16723
169,776
33,622 170
87,248 57
1.3907.917 $ 18283
115,082

s 1512999
718,731 2,006
265,113 1333
24,668 269
26,231 141

s 1034743 s 3749
257,765

s 220491

$ 1453

For the Six Months Ended

June 30,2019

Average Balance InterestiDividends

s 1,107,649 $ 31403
160,830 1775
34,067 340
50,526 627
1,362,072 $ 34145
59,609

S 1421681
695,302 3533
253,991 2,419
26424 556
30012 326

s 1005729 6,834
198,042

s 217910

s 27311

ssssss8s

242,510

430,505
203,179
276,153
1,242,347

27,102
24,532
1,654
10,865
1,306,500

81,055
(2,707
153,993
224,047

1,530,547

June 30, 2019

Annualized
YieldRate

112
436

215
145

Annualized

221
253
211
503

102
190
421

217
136

sssssss88
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President and Chief Executive Offcer Managing Director
Farmers & Merchants Bancorp, Inc. SM Berger & Company, Inc.
(419) 446-2501 (216) 464-6400

FARMERS &
MERCHANTS

RC,
BANCORE, INC.

‘Source: Farmers & Merchants Bancorp, Inc.
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