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Company Updates 
 

Third Coast’s 3Q26 results reinforced improving underlying profitability despite 
softer reported earnings and an unexpected NIM decline. Adjusted EPS 
increased sequentially as treasury management-driven deposit growth and 
commercial production supported earnings, while another securitization 
provided balance-sheet flexibility. The announced Great Plains acquisition adds 
a lower-cost deposit franchise and a new Oklahoma footprint, with management 
projecting earnings accretion following integration. In our view, the investment 
setup improved, although the near-term focus shifts to recovering NIM, 
sustaining organic growth, and realizing transaction savings. 
 

Quarterly Results: Net income declined to $19.0M from $22.0M in 2Q26, with 
diluted EPS falling to $0.93 from $1.08. However, Q3 included $3.2M of 
acquisition-related adjustments, while Q2 benefited from a $3.5M gain on the 
Commercial Capital sale. On management’s adjusted basis, EPS increased to 
$1.06 from $0.98, suggesting better underlying performance than the headline 
comparison. Reported efficiency rose to 63.10% from 56.51%, though the 
adjusted Q3 ratio was 58.63%. Salaries remained near $25M as Keystone cost 
savings helped absorb targeted banker hiring, supporting the prospect of 
operating leverage as production ramps. 
 

 Deposits and Loans: NII eased to $59.5M from $60.3M, while NIM 
compressed to 3.70%, below management’s prior flat-to-higher expectation. 
Approximately $0.8M of accelerated Keystone loan-premium amortization and 
lower-yielding securities acquired following an early-quarter securitization 
contributed to the decline. Without the accelerated amortization, NIM would have 
been 3.74%. Management indicated margin improved through the quarter and 
is targeting approximately 3.80% NIM in 4Q. Loans increased $57.1M to $5.49B 
despite an $87.5M CRE securitization, implying approximately $144.6M of 
underlying growth before the sale. Deposits increased $69.3M to $5.92B, with 
noninterest-bearing balances rising $78.4M to $721.2M, or 12.2% of deposits, 
from 11.0%. Continued C&I pipeline activity and another planned securitization 
should support lending capacity, although timing could extend into 1Q27. 
 

Credit and Capital: Credit quality remained stable, with nonperforming loans 
increasing modestly to 0.53% of loans from 0.50%. Net recoveries totaled $27K, 
while provision expense declined to $0.5M from $2.1M. TBV increased to 
$33.31/share from $33.08, and the total RBC ratio improved to 13.41%. 
 

Great Plains Acquisition: TCBX agreed to acquire Great Plains in a $239.6M 
all-stock transaction, adding approximately $1.9B of assets and $1.7B of 
deposits, expanding its Dallas presence and entering Oklahoma. The target’s 
June deposit cost of 2.34% and 19% noninterest-bearing mix compare favorably. 
Management projects approximately 14% EPS accretion in 2028, with 
approximately 5% tangible-book dilution and a 2.5-year earnback, based on 
$17.1M of annual cost savings. Only 50% of those savings is assumed in 2027, 
and management suggested realization may be weighted later in the year 
pending conversion timing. Management expects closing in 1H27.  
 

Valuation: We use a comp analysis on P/E and P/TBV to frame our valuation 
of TCBX. Using a forward P/E range of 10.5x to 11.0x with a mid-point of 
10.8x on FY27 estimates results in a valuation range of $43.99 to $46.09 
with a mid-point of $45.04. Using a P/TBV range of 1.3x to 1.5x with a mid-
point of 1.4x results in a valuation range of $43.30 to $49.97 with a mid-point 
of $46.63. When we combine these two methods with a simple average it 
returns a valuation range of $43.65 to $48.03 with a price target of $45.84. 

COMPANY DESCRIPTION 

Third Coast Bancshares, Inc. is a 
commercially focused bank founded in 
2008 with its headquarters in Humble, TX. 
Third Coast provides a variety of banking 
and lending services between the cities of 
Dallas, Houston, and San Antonio. The 
Company serves institutions, businesses, 
individuals, and families in 5 markets with 
23 branch locations across Eastern 
Texas.  The Company now trades on the 
NYSE and NYSE Texas as of September 
of 2025 under the ticker symbol TCBX. 
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Business Overview 
 

Third Coast Bancshares, Inc. (“the Company”, “the Bank”, “TCBX”, or “Third Coast”) is a commercially 
focused bank founded in 2008 with its headquarters in Humble, TX. Third Coast provides a variety of 
banking and lending services between the cities of Dallas, Houston, and San Antonio. The Company 
serves institutions, businesses, individuals, and families with 23 branch locations across the three 
largest metropolitan areas in Texas.  The Bank began trading on the Nasdaq exchange in November 
of 2021 under the ticker symbol TCBX. 
 

The Bank is primarily involved in the business of 
attracting deposits in the Bank’s market areas. 
The Bank grows by investing these deposits, as 
well as other sources of funds, in loans that are 
secured by commercial and residential real 
estate, business assets, and personal 
guarantees. Third Coast has kept itself 
competitive by offering competitively low rates, 
maintaining a strong team-oriented culture, and 
organic growth stemming from customer 
attentiveness.  
 
Third Coast further diversifies its revenue base 
through several specialty lending verticals such 
as SBA loans and working capital solutions 
loans. These revenue streams fall under the 
Noninterest Income category along with service 
charges and fees on deposit gains, earnings from 
bank owned life insurance, and derivative fees. 
While these lines make up a proportionally small 
amount of the income when compared to interest 
income, we are encouraged by the Banks ability 
to further serve customers, which we believe 
strengthens customer relations.  

 
The Bank’s performance is tied to its four main metropolitan markets: Dallas, Houston, Austin, and 
San Antonio. Including one more location in Ballinger, Texas. 
 
Dallas-Fort Worth Market – The Company has approximately four branches in the Dallas-Fort Worth-
Arlington MSA. The DFW market is the largest MSA in Texas and the fourth largest in the U.S. and 
has been growing by approximately 322 residents per day. It also boasts the largest GDP in the state 
and the sixth largest in the nation, supporting a highly attractive backdrop for commercial banking 
growth. 
 
Greater Houston Market – The Company has approximately ten branches across the Houston-The 
Woodlands-Sugar Land and Beaumont-Port Arthur MSAs, including roughly 7 in Greater Houston and 
three in Beaumont-Port Arthur. Houston MSA is projected to grow approximately 7.6% over the next 
five years, ranking first among the nation’s  0 largest MSAs and more than double the nationwide 
projected growth. In our view, that scale, combined with Houston’s trade exposure and Beaumont-
Port Arthur’s industrial and infrastructure activity, creates an attractive operating footprint for Third 
Coast. 
 
Austin-San Antonio Market – The Company has approximately six branches across the Austin-Round 
Rock-Georgetown and San Antonio-New Braunfels MSAs, including roughly three in the Austin area 

Exhibit 1: Company Locations 

 
Source: Company Reports 
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and three in the San Antonio area. Austin MSA is projected to grow 8.5% through 2026, making it the 
fastest-growing large MSA in the country, while San Antonio also continues to benefit from favorable 
demographic expansion. We believe this Central Texas footprint provides Third Coast with meaningful 
exposure to some of the strongest long-term growth markets in the state. 
 

Loan Portfolio 
 
Third Coast’s primary source of revenue is 
generated by providing loans to commercial and 
retail customers in the above-mentioned regions 
of Texas. TCBX primary lending activities 
originate from commercial and residential real 
estate lending. At 3Q26 end, Third Coast’s gross 
loan portfolio was ~ $5.5B at a yield of 7.01%. The 
Bank’s loan portfolio primarily consists of 
Commercial and Industrial loans. 
 
Third Coast has a robust commitment to sound underwriting and comprehensive monitoring across its 
lending portfolio. At the community banking level this takes the form of reviewing and verifying 
compliance with loan covenants. At the corporate banking level, trend cards are kept on every 
borrower with over $10.0M, which includes quarterly reviews on income statements and balance sheet 
metrics as well as applicable ratios. The team also holds quarterly meetings to review all borrowers. 

 
Deposits 
 
Deposits are the primary source of funds for the 
Bank to use in its lending and investment activities. 
Third Coast’s deposits come from individuals and 
businesses who reside in the Texas MSA’s 
highlighted above. The Bank offers various 
deposits including: 
 

• Checking 

• Savings 

• Money Market 

• Individual Retirement Accounts  

• CDs 

 

Total deposits in the quarter totaled $5.93B versus 
$4.63B in 4Q25.  

 

Profitability 

 
Net interest margin (NIM) is a good indicator of how profitable banks are through their investments. 
Exhibit 4 provides TCBX’s net interest margin trends relative to its peers since 1Q20. 
 
We note that TCBX has maintained NIM outperformance compared to peers since COVID, and we 
expect this trend to continue. NIM has remained above 3.6% since 2Q22 despite the elevated rate 
environment. As of 3Q26 TCBX NIM was 3.70%, which continues to be strong relative to its peers. 
We expect this strong NIM performance to be maintained, with the potential to increase in the event 
of a falling rate environment.  

 

xhibit 2: Loan Portfolio  

 
Source: Company Reports as of 09/30/2026 

Exhibit 3: Balance Sheet Growth 

 

Source: Company Reports as of 09/30/2026 
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We note that in 3Q23, TCBX experienced a spike in 
its efficiency ratio driven by a one-time severance 
expense tied to a strategic effort to reduce operating 
expenses and overhead and better position the Bank 
for future growth. Since then, underlying profitability 
has generally normalized, although reported 
efficiency rose again in 1Q26 due to Keystone-related 
merger and integration expenses. In our view, both 
periods reflect temporary, non-core cost actions 
rather than a change in the Company’s underlying 
earnings profile. 

 

Growth Initiatives 

Third Coast's proposed acquisition of Great Plains Bancshares represents a strategic expansion of its 

deposit franchise and commercial banking capabilities rather than simply an increase in scale. Great 

Plains brings a granular, relationship-driven deposit base with a lower cost of funding, which should 

complement Third Coast's commercial lending platform and provide additional capacity to support 

organic loan growth. The transaction also expands Third Coast's Dallas-Fort Worth presence and 

establishes a footprint across Oklahoma, adding 23 branches in markets where management sees 

opportunities to deepen customer relationships and introduce additional commercial banking and 

treasury management products. Importantly, the combination brings together complementary 

strengths, with Great Plains' established community banking relationships supporting Third Coast's 

larger commercial lending operations. 

On a pro forma basis, the combined company is expected to have approximately $9.0B in assets, 

$7.3B in gross loans, and $7.8B in deposits. Management also anticipates operational efficiencies 

from overlapping technology platforms and shared infrastructure, with approximately $17.1M in annual 

cost savings targeted following integration. Illustrative profitability metrics include ROAA of 

approximately 1.3%, ROATCE of 15%, and an efficiency ratio near 56%, although these assume fully 

phased-in savings compared with the 

50% expected in 2027. In our view, the 

transaction should strengthen Third 

Coast's funding mix, broaden its 

geographic reach, and provide 

additional opportunities for earnings 

growth as the combined franchise 

realizes operating efficiencies. 

 

 

Exhibit 4: NIM Trends vs Peers 

 

Source: CapIQ, Stonegate Models 

Exhibit 5: Merger Highlights 

 

Source: Company Reports as of 6/30/2026 
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Risks 

 
Geographic concentration – Third Coast is concentrated in the state of Texas, which exposes it to 
risks associated with lack of geographic diversification. A local or regional economic downturn could 
adversely affect the Company’s profitability. 

Changes in interest rates – Third Coast’s results depend on its net interest income; should the rates 
it earns on loans, securities and other interest-bearing assets fluctuate faster than the rates it is 
required to pay on deposits and borrowed funds, results would suffer. 

Security of systems – Any material breaches in the security of Third Coast’s banking systems could 
cause material losses for the Bank.  Protecting sensitive consumer data is essential as is maintenance 
and backup of key financial and customer information. 

Access to future capital – Should the Company incur significant loan losses, desire to execute 
acquisitions, or require additional funds for other operational purposes, the timing and terms of the 
capital may not be favorable given certain economic and/or market conditions. 

External shocks – War, terrorism, other acts of violence or natural or manmade disasters such as a 
global pandemic may affect the markets in which the Company operates, the Company's customers, 
the Company's delivery of products and customer service, and could have a material adverse impact 
on our business, results of operations, or financial condition. 
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VALUATION SUMMARY 
 
Third Coast’s experienced management and service teams bring not only valuable industry knowledge, but also a unique grasp of the local economy 
and target demographics. This experience, coupled with the Company’s operating ability, should allow it to take advantage of any opportunities that may 
present themselves. 
 

 
 
Price / Earnings 
 
Comparable companies are trading at an average of 10.5x FY27 P/E. We believe TCBX should trade in a 
forward P/E range of 10.5x to 11.0x with a mid-point of 10.8x. Using this range on our FY27 EPS estimate 
results in a valuation range of $43.99 to $46.09 with a mid-point of $45.04. 
 
Price / Book Value 
 
Third Coast is trading at 1.2x P/TBV vs. comps at 1.7x. We believe TCBX should trade in a price to tangible 
book value range of 1.3x to 1.5x with a mid-point of 1.4x. Using this range on current book value per share 
results in a valuation range of $43.30 to $49.97 with a mid-point of $46.63. 
 
 
When we combine these two methods with a simple average it returns a valuation range of $43.65 to $48.03 with a price target of $45.84. 
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BALANCE SHEET   
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INCOME STATEMENT 
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IMPORTANT DISCLOSURES AND DISCLAIMER 
 

(a) The research analyst and/or a member of the analyst’s household do not have a financial interest in the debt 
or equity securities of the subject company. 

(b) The research analyst responsible for the preparation of this report has not received compensation that is 
based upon Stonegate Capital Partners’ (“SCP”) equity affiliate Stonegate Capital Markets (“SCM”), a FINRA 
member, investment banking revenues. 

(c) SCP or any affiliate has not managed or co-managed a public offering of securities for the subject company 
in the last twelve months, received investment banking compensation from the subject company in the last 12 
months, nor expects to receive or intends to seek compensation for investment banking services from the 
subject company in the next 12 months. 

(d) SCP has a contractual agreement with the subject company to provide research services, investor relations 
support, and investor outreach. SCP receives a monthly retainer for these non-investment banking services. 

(e) SCP or its affiliates do not beneficially own 1% or more of any class of common equity securities of the subject 
company. 

(f) Neither SCP nor its equity affiliate SCM, a FINRA member, make a market in the subject company. 
(g) The research analyst has not received any compensation from the subject company in the previous 12 

months. 
(h) SCP, the research analyst, or associated person of SCP with the ability to influence the content of the research 

report does not know or have reason to know of any material conflicts of interest at the time of publication or 
distribution of the research report.    

(i) No employee of SCP has a position as an officer or director of the subject company.   
 

Ratings - SCP does not provide ratings for the covered companies. 
Distribution of Ratings - SCP does not provide ratings for covered companies. 
Price Chart - SCP does not have, nor has previously had, a rating for its covered companies, however, SCP does 
provide a price target on the covered company. Please see the following page for the historical price chart. This 
chart shows the covered company’s stock price since SCP has been covering the covered company as well as 
the corresponding SCP price target. 
Price Targets - SCP may provide price targets for its covered companies. For a complete understanding of 
valuation methodologies and risks associated please read this report in its entirety. In instances where SCP does 
not provide a price target SCP will still provide a valuation analysis. 
 
Regulation Analyst Certification:   
I, Dave Storms, CFA, hereby certify that all views expressed in this report accurately reflect my personal views 
about the subject company or companies and its or their securities.  I also certify that no part of my compensation 
was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this report. 
 
For Additional Information Contact: 
Stonegate Capital Partners, Inc.  
Dave Storms, CFA 
Dave@stonegateinc.com 
214-987-4121 
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Please note that this report was originally prepared and issued by Stonegate for distribution to their market professional and 
institutional investor customers.  Recipients who are not market professional or institutional investor customers of Stonegate should 
seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for any necessary 
explanation of its contents.  The information contained herein is based on sources which we believe to be reliable but is not 
necessarily complete and its accuracy cannot be guaranteed.  Because the objectives of individual clients may vary, this report is 
not to be construed as an offer or the solicitation of an offer to sell or buy the securities herein mentioned.  This report is the 
independent work of Stonegate Capital Partners and is not to be construed as having been issued by, or in any way endorsed or 
guaranteed by, any issuing companies of the securities mentioned herein.  The firm and/or its employees and/or its individual 
shareholders and/or members of their families and/or its managed funds may have positions or warrants in the securities mentioned 
and, before or after your receipt of this report, may make or recommend purchases and/or sales for their own accounts or for the 
accounts of other customers of the firm from time to time in the open market or otherwise.  While we endeavor to update the 
information contained herein on a reasonable basis, there may be regulatory, compliance, or other reasons that prevent us from 
doing so.  The opinions or information expressed are believed to be accurate as of the date of this report; no subsequent publication 
or distribution of this report shall mean or imply that any such opinions or information remains current at any time after the date of 
this report.  All opinions are subject to change without notice, and we do not undertake to advise you of any such changes.  
Reproduction or redistribution of this report without the expressed written consent of Stonegate Capital Partners is prohibited.  
Additional information on any securities mentioned is available on request. 
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