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Recommendation Summary    

Westamerica Bancorp (WABC) has steadily seen loans outstanding and EPS 

decline since 2009. Over that same period price has remained relatively flat and 

has even seen recent appreciation due to rising tides created by the fed tapering. 

Insider exodus is rampant, the CEO, CFO and Treasurer all sold the stock at the 

end of October and the company received a <1, very negative, insider score 

rating. I believe that WABC is a strong short candidate with a 1-year price target 

of $30.79, a 42% downside below its current price of $53.01.  

Company Overview    

Through its 93 branches, WABC provides a full range of banking services to 

individuals and corporations in Northern and Central California. Its focus is on 

commercial and CRE loans. 

Investment Thesis   

WABC has been shrinking assets and price depreciation must follow: The 

companys price has been bolstered by a decent but declining NIM, strong 

operating efficiency, and good credit metrics including ample liquidity and 

minimal charge-offs. Sediment in the market has also pushed the price higher, 

22% in the last year. The grim truth though is that since 2009 earnings and 

revenue have decreased every quarter. WABC’s assets and deposits have shrunk 

by 2.1% and 1.6% TTM vs. peer set growth of 5.85% and 6.42%, respectively. Loans recievable are down 13.7% 

TTM while peers have grown by 6.6%. My 

valuation is based on a conservative 

assumptions but even the most extreme 

scenario only produces a value of $36.84.  

Comparables    

Banks are compared by P/E TTM and P/TBV. 

WABC is over-priced by both metrics. The 

company currently trades at 21.2x P/E and 

3.5x P/TBV in comparison to a peer set 

average of 13.8x and 1.17x, respectively. At 

such a high price becoming an acquisition 

target is the only risk to this short.   

Key Statistics 

Market Cap. 1.41B 

52-Week $41.76 

Range $57.59 

Avg. Vol. 3M 131K 

P/E TTM 21.2x 

P/TBV 3.49x 

Peer avg. P/E 
TTM 

13.8x 

Peer avg. P/TBV 1.17x 

Loan Growth 
TTM 

Industry Loan 
Growth TTM 

(13.7)% 
 
6.64% 

Last Reported 
Quarter  

2013 Q3 

Consensus (.63) 

Actual (.63) 


