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Swap Transaction Tempers NIM Pressure; Reiterate Market Perform
 

RECOMMENDATION

FCCO reported better than expected results as NIM pressure moderated due to an interest rate

swap that was added in May 2023. The quarter was also marked by stronger than expected loan

growth, reflective of the bank’s strong markets, and relatively stable average non-interest bearing

deposits, which represented 32% of average deposits. With the stock at 1.2x TBV, a strong capital

position, and greater comfort in the outlook given an improved interest rate position due to

the swap, the stock may be attractive for those investors with a longer-term view. Our Market

Perform rating reflects our near-term concerns regarding interest rate uncertainty and the risk

to profitability.

● FCCO reported 2Q23 results of $0.43, eight cents ahead of our estimate and four cents ahead

of consensus. We include $0.02 of gains from OREO, BOLI, and insurance proceeds in our core

EPS number. Results exceeded our estimate due to lower than expected NIM compression

and higher loan balances.

● Interest rate swap support NIM. FCCO’s NIM declined 17 bps LQ to 3.02%, 9 bps ahead of our

estimate of 2.93%. NIM was supported by an interest rate swap (pay 3.58%, receive overnight

SOFR) that benefited NII by $336K and the NIM by 8 bps. The 3-year interest rate swap was

effective on May 5, 2023, (~2/3 benefit in Q1), and We estimate the swap will support loan

yields by an incremental 9 bps in 3Q23. Accordingly, NIM pressure should moderate further

due to the swap. Additionally, FCCO noted that pricing on new originations had improved to

the high 6s to low 7s, which should also temper NIM pressure in future periods. FCCO has

a granular deposit base with an average customer deposit of $28K ($15K consumer, $62K

non-consumer), which should support a lower deposit beta relative to other banks. FCCO’s

cumulative interest bearing deposit beta was 26% through 2Q23. We model a 2.87% NIM by

4Q23.

● Loans grow more than expected. Loans increased 4% LQ, versus our up 1.2% estimate,

driven by commercial loan growth as commercial production increased to $46.4M for 2Q23,

versus $25.7M for 1Q23. Additionally, commercial construction draws increased to $30.8M

for 2Q23, versus $20.9M for 1Q23, which supported an ~11% increase in construction loan

balances to $94M, or 9% of loans. FCCO continues to see good opportunities for new

production and believes that mid-to-high single digit loan growth for 2H23 is likely. We

conservatively model 6% annualized growth for 2H23.

● Credit, capital, and expenses detailed here.

● We raise our 2023 and 2024 EPS estimates to $1.58 and $1.20 from $1.30 and $0.90 to reflect

greater benefits from the swap transaction and greater than expected loan growth.

VALUATION

FCCO trades at 11.3x our 2023 EPS estimate versus small cap peers at 9.7x. FCCO shares trade

at 1.2x TBV, in-line with small cap peers. We believe FCCO should trade at a modest premium to

peers given its South Carolina franchise, strong core deposit base, and asset quality.
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MARKET DATA

Current Price (Jul-19-23) $17.90

Market Cap (mln) $136

Current Net Debt (mln) $150

Enterprise Value (mln) $286

Shares Outstanding (mln) 7.6

30-Day Avg. Daily Value (mln) $0.9

Dividend $0.56

Dividend Yield 3.1%

52-Week Range $16.30 - $22.25
 

BVPS $16.35

Tangible BVPS $14.33

ROE 10.8%

ROAE 10.8%

ROTE 12.3%
 

KEY FINANCIAL METRICS

  1Q 2Q 3Q 4Q

Non-GAAP EPS ($, Dec FY)

2022A 0.46 0.42 0.52 0.54

2023E 0.45 0.35 0.27 0.23

new 0.45 A 0.43 A 0.37 0.32

2024E 0.21 0.23 0.23 0.23

new 0.29 0.29 0.30 0.32

2022A  2023E  2024E 

Non-GAAP EPS ($, Dec FY)

old 1.93 1.30 0.90

new 1.93 1.58 1.20

P/E (Non-GAAP)

  9.3x 11.3x 15.0x

GAAP EPS ($, Dec FY)

old 1.92 1.30 0.90

new 1.92 1.58 1.20

Revenue (mln) ($, Dec FY)

old 60 56 53

new 60 59 57
 

Source: Thomson One, Raymond James &
Associates. Quarterly figures may not add to full
year due to rounding.
Non-GAAP EPS is operating earnings and excludes
one-time items.
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● Resolution of large NPA improves credit quality. NPAs decreased 41bps LQ to 10 bps, as a $3.9M nonperforming mortgage loan was resolved

through the foreclosure process and resulted in a $105K gain to the bank. Due to the resolution of the problem credit, criticized loans declined

to just $1.9M, or 18 bps as of June 30, 2023, and the LLR ratio decreased 3 bps LQ to 1.12%. FCCO disclosed that the office portfolio accounts

for 6.3% of total loans with an average loan size of $695K. The weighted average LTV of its top 10 office loans was 62% as of June 30, 2023.

FCCO only has four office loans with rentable office space of over 50K square feet with a total balance of $10.5M and a weighted average LTV

of 37%. We expect credit costs will remain low and conservatively model a slight uptick in the LLR ratio to 1.14% by YE23.

● Capital remains strong. FCCOs TCE/TA ratio was unchanged at 6.3% as of June 30, 2023, and regulatory capital ratios remain strong. FCCO

has ample capital to support a balance sheet restructuring should management seek to eliminate $95M borrowings. Assuming a 200-250 bps

negative carry, a restructuring would benefit annual EPS by $0.20-0.25, all else equal. We model a TCE/TA ratio of 6.5% by YE23.

● Expenses remain well-controlled. Total expenses increased 3.1% LQ to $10.8M due to higher mortgage production, and consistent with

management’s expected range on expenses per quarter between $10.2-10.8M. We model $10.8M/quarter for 2H23.

Consensus

Raymond Street Street # of

Actual James dif (+/-) Consensus dif (+/-) High Low Estimates

PER SHARE DATA

Operating EPS $0.43 $0.35 $0.08 $0.39 $0.05 $0.41 $0.35 5

Book value per share 16.35 16.50 -0.15 16.54 -0.19 16.56 16.50 4

Tangible book value 14.33 14.48 -0.15 14.56 -0.23 14.66 14.50 4

Dividends per share 0.14 0.14 0.00 0.14 0.00 0.14 0.14 5

Avg. fully diluted shares (mil.) 7.7 7.6 0.1 7.6 0.0 7.6 7.6 5

INCOME STATEMENT

Net interest income (FTE) 12.2 11.5 0.7 12.0 0.2 12.4 11.5 5

Loan loss provision 0.2 0.1 0.1 0.2 0.0 0.5 0.1 5

Core fee income 3.1 2.7 0.3 2.7 0.3 2.9 2.7 5

Revenue (FTE) 15.2 14.1 1.0 14.7 0.5 15.3 14.2 4

Core expenses 10.8 10.6 0.1 10.7 0.1 10.9 10.6 5

Pre-Provision Net Revenue (PPNR) 4.5 3.6 0.9 4.0 0.5 - - -

Pre-tax income 4.2 3.4 0.8 3.8 0.5 4.0 3.4 5

Taxes 0.9 0.7 0.2 0.8 0.1 0.9 0.8 4

Core net income 3.3 2.7 0.7 3.0 0.4 3.2 2.7 5

BALANCE SHEET

Loans (EOP) 1,032 1,005 28 1,004 28 1,006 1,002 4

Average Loans 1,017 999 19 999 18 1,000 998 4

Deposits (EOP) 1,421 1,422 -1 1,431 -10 1,438 1,420 3

Average Deposits 1,409 1,383 26 1,422 -13 1,429 1,411 3

Average Earning Assets 1,622 1,579 44 1,598 24 1,621 1,579 4

Total Assets 1,741 1,698 43 1,740 1 1,755 1,731 3

ASSET QUALITY

Non-performing Loans 0.1 0.0 0.1 4.1 -4.0 4.1 4.1 1

Non-performing Assets 1.0 2.0 -1.0 5.1 -4.1 5.1 5.1 3

Net charge-offs 0.0 0.0 0.0 0.2 -0.2 0.3 0.1 2

Net charge-offs / Avg. loans 0.00% 0.00% 0.00% 0.04% -0.04% 0.12% 0.00% 4

FINANCIAL RATIOS

Net interest margin (NIM) 3.02% 2.93% 9 bp 3.00% 2 bp 3.17% 2.93% 5

Efficiency ratio 70.5% 74.4% -398 bp 72.3% -185 bp 74.0% 69.4% 5

ROA 0.77% 0.63% 14 bp 0.7% 6 bp 0.73% 0.66% 4

ROE 10.8% 8.6% 217 bp 9.9% 92 bp 10.4% 9.1% 4

ROTE 12.3% 9.8% 249 bp 11.1% 117 bp 11.5% 10.4% 4

Source: S&P Global, Factset, Raymond James research, company reports

Note: Dollar amounts in millions, except per share data

FCCO 2Q23 - Actual vs. Raymond James and Consensus
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2Q23 RJ 2Q23E dif (+/-) 1Q23 Q/Q 2Q22 Y/Y

PER SHARE DATA

Operating EPS $0.43 $0.35 $0.08 $0.45 -$0.02 $0.42 $0.02

Reported EPS (GAAP) 0.43 0.35 0.08 0.45 -0.02 0.41 0.02

Book value per share 16.35 16.50 -0.15 16.29 0.06 15.54 0.81

Tangible book value 14.33 14.48 -0.15 14.26 0.07 13.50 0.84

Dividends per share 0.14 0.14 0.00 0.14 0.00 0.13 0.01

Avg. fully diluted shares (mil.) 7.65 7.6 0.1 7.64 0.0 7.6 0.0

INCOME STATEMENT

Net interest income (FTE) 12.2 11.5 0.7 12.5 -0.2 11.2 1.0

Loan loss provision 0.2 0.1 0.1 0.1 0.1 -0.1 0.3

Core fee income 3.1 2.7 0.3 2.6 0.5 3.0 0.0

Revenue (FTE) 15.2 14.1 1.0 14.9 0.3 14.1 1.1

Core expenses 10.8 10.6 0.1 10.4 0.3 10.2 0.6

Pre-Provision Net Revenue (PPNR) 4.5 3.6 0.9 4.6 -0.1 4.0 0.5

Pre-tax income 4.2 3.4 0.8 4.4 -0.2 3.9 0.3

Taxes 0.9 0.7 0.2 1.0 0.0 0.8 0.1

Core net income 3.3 2.7 0.7 3.5 -0.1 3.2 0.2

BALANCE SHEET

Assets 1,741 1,698 43 1,735 6 1,685 56

Loans (EOP) 1,032 1,005 28 993 39 916 116

Average Loans 1,017 999 19 987 31 897 121

Deposits (EOP) 1,421 1,422 -1 1,420 1 1,469 -48

Average Deposits 1,409 1,383 26 1,382 27 1,428 -19

Average Earning Assets 1,622 1,579 44 1,582 41 1,530 93

Total equity 124 125 -1 124 1 118 7

FINANCIAL RATIOS

Net interest margin (NIM) 3.02% 2.93% 9 bp 3.19% -17 bp 2.93% 9 bp

Core efficiency ratio 70.5% 74.4% -398 bp 69.4% 103 bp 71.6% -114 bp

TCE Ratio 6.3% 6.5% -22 bp 6.3% 2 bp 6.1% 19 bp

LLR / Total loans 1.12% 1.15% -3 bp 1.15% -3 bp 1.22% -10 bp

Net charge-offs / Avg. loans 0.00% 0.00% 0 bp -0.01% 1 bp -0.10% 10 bp

Source: Raymond James research; company reports

Note: Dollar amounts in millions, except per share data

FCCO 2Q23 - Summary Results
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% Chg. % Chg.

% 2Q23 / 2Q23 /

Total 2Q23 1Q23 4Q22 3Q22 2Q22 1Q23 2Q22

FTE Net Interest Income 80% $12.2 $12.5 $13.5 $12.9 $11.2 -2.0% 9.2%

Net Interest Margin 3.02% 3.19% 3.42% 3.29% 2.93% -17 bps -23 bps

Deposit service charges 1% $0.2 $0.2 $0.2 $0.2 $0.3 -5.2% -16.0%

Mortgage banking 2% $0.4 $0.2 $0.3 $0.3 $0.5 139.4% -22.9%

Investment advisory fees and non-deposit commissions 7% $1.1 $1.1 $1.0 $1.1 $1.2 1.3% -9.5%

Other Income 9% $1.4 $1.1 $1.1 $1.1 $1.1 23.0% 24.1%

Noninterest Income 20% $3.1 $2.6 $2.6 $2.7 $3.0 18.5% 0.1%

Total Operating Revenue $15.3 $15.0 $16.1 $15.6 $14.2 1.6% 7.3%

Salaries and employee benefits 61% $6.5 $6.3 $6.7 $6.4 $6.2 2.8% 5.4%

Occupancy 8% $0.8 $0.8 $0.7 $0.8 $0.8 -2.0% 3.4%

Equipment 4% $0.4 $0.3 $0.4 $0.3 $0.3 12.2% 14.6%

Marketing and PR 3% $0.4 $0.3 $0.3 $0.2 $0.4 6.9% -17.0%

FDIC assessment 2% $0.2 $0.2 $0.1 $0.1 $0.1 21.4% 110.5%

OREO 0% ($0.0) ($0.1) $0.2 $0.0 $0.0 NM NM

Amortization of intangibles 0% $0.0 $0.0 $0.0 $0.0 $0.0 2.6% 0.0%

Other Expenses 23% $2.5 $2.5 $2.3 $2.6 $2.3 -2.0% 7.8%

Noninterest Expenses $10.8 $10.4 $10.7 $10.4 $10.2 3.1% 5.6%

Efficiency ratio 70.5% 69.4% 66.5% 66.8% 71.6% 103 bps 290 bps

Pretax Pre-Provision Income $4.5 $4.6 $5.3 $5.2 $4.0 -1.9% 12.7%

Source: Company reports, Raymond James research

Five-Quarter Snapshot: Core Revenue, Expenses and PTPPI ($ millions)

% Chg. % Chg.

2Q23 / 2Q23 /

2Q23 1Q23 4Q22 3Q22 2Q22 1Q23 2Q22

Loan loss provision $0.2 $0.1 $0.0 $0.0 ($0.1) 165.7% NM

Net Charge-Offs $0.0 ($0.0) $0.0 ($0.1) ($0.2) NM NM

Provisions - NCOs $0.2 $0.1 $0.0 $0.1 $0.2 109.5% 12.1%

Allowance for Loan Losses $12 $11 $11 $11 $11 1.1% 2.9%

Nonperforming loans $0 $4 $5 $5 $4 -98.0% -98.1%

Other real estate owned ($0) ($0) $0 $0 $0 NM NM

Total nonperforming assets $1 $5 $6 $6 $5 -80.0% -81.1%

NPAs / Loans + OREO 0.1% 0.5% 0.6% 0.6% 0.6% -41 bps -8 bps

Net charge-offs / Avg. loans 0.0% 0.0% 0.0% 0.0% -0.1% 1 bps -1 bps

Provision / Avg. loans 0.1% 0.0% 0.0% 0.0% 0.0% 4 bps 2 bps

LLR / Total loans 1.1% 1.2% 1.2% 1.2% 1.2% -3 bps -1 bps

LLR / Nonperforming loans 13742.9% 276.8% 231.4% 229.3% 257.9% 1346608 bps 4539 bps

Source: Company reports, Raymond James research

Five-Quarter Snapshot: Credit Quality ($ millions)
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First Community Corp Raymond James & Associates
7/19/2023 Steve Moss (202) 872-5931

($ in thousands, except as noted) steve.moss@raymondjames.com

2021 % Chg 2022 % Chg 2023E % Chg 2024E % Chg

Income Statement Summary:

Net Interest Income (FTE) 45,777 13% 48,455 6% 48,309 0% 46,113 -5%

Core Non-interest Income:

Deposit service charges 977 -13% 960 -2% 912 -5% 960 5%

Mortgage banking 4,319 -22% 1,900 -56% 926 -51% 1,000 8%

Invstmnt. advis. fees/non-deposit comms. 3,995 47% 4,479 12% 4,448 -1% 4,800 8%

Other income 4,249 11% 4,342 2% 4,800 11% 4,800 0%

Subtotal Core 13,540 2% 11,681 -14% 11,086 -5% 11,560 4%

Market Sensitive Non-interest Income:

Nonrecurring Income 364 -35% -112 -131% 0 -100% 0 NM

Total Non-interest Income 13,904 1% 11,569 -17% 11,086 -4% 11,560 4%

Operating Revenue (FTE) 59,183 10% 59,512 1% 58,985 -1% 57,212 -3%

Non-interest Expense:

Salaries and employee benefits 24,494 2% 25,357 4% 26,039 3% 26,820 3%

Occupancy 2,947 9% 3,002 2% 3,343 11% 3,400 2%

Equipment 1,296 5% 1,343 4% 1,413 5% 1,400 -1%

Marketing and PR 1,173 12% 1,259 7% 1,316 5% 1,200 -9%

FDIC assessment 618 53% 468 -24% 763 63% 800 5%

OREO 105 -48% 308 193% -63 -120% 200 -417%

Amortization of intangibles 201 -45% 158 -21% 158 0% 156 -1%

Other expenses 8,367 11% 9,358 12% 9,761 4% 9,900 1%

Core Expenses 39,201 4% 41,253 5% 42,730 4% 43,876 3%

Nonrecurring Expense 0 NM 0 NM 0 NM 0 NM

Total Non-interest Expense 39,201 4% 41,253 5% 42,730 4% 43,876 3%

Pre-tax Pre-Provision Earnings 20,480 23% 18,771 -8% 16,665 -11% 13,797 -17%

Subtract Loan Loss Provision 335 -91% -152 -145% 887 -684% 1,753 98%

Add Net Nonrecurring Gains(Charges) -364 -35% 112 -131% 0 -100% 0 NM

Reported Pretax FTE Income 19,647 56% 18,411 -6% 15,368 -17% 11,583 -25%

FTE Tax Rate (reported) 21% 21% 22% 22%

Reported Net Income 15,465 53% 14,613 -6% 12,046 -18% 9,092 -25%

Normalized Net Income 15,177 57% 14,701 -3% 12,046 -18% 9,092 -25%

Per Share Data:

Diluted EPS - Reported 2.05 52% 1.92 -7% 1.58 -18% 1.20 -24%

Diluted EPS - Core 2.02 52% 1.93 -7% 1.58 -18% 1.20 -24%

Dividends 0.49 2% 0.52 6% 0.56 8% 0.56 0%

Payout ratio 24% 27% 35% 47%

Book Value 18.68 3% 15.62 -16% 16.76 7% 17.40 4%

Tangible Book Value 16.62 3% 13.59 -18% 14.76 9% 15.42 4%

Avg. F.D. Shares Outstanding (000s) 7,527 1% 7,607 1% 7,627 0% 7,604 0%

Profitability Measures:

Return on Assets (Reported) 1.02% 0.88% 0.70% 0.52%

Return on Assets (Normalized) 1.02% 0.88% 0.70% 0.52%

Return on Common Equity (Norm.) 11.28% 12.01% 9.71% 7.01%

Net Interest Margin 3.23% 3.14% 3.00% 2.83%

Efficiency Ratio 66% 69% 72% 76%

Fee Income % Revenues 23% 19% 19% 20%

Balance Sheet

EOP Loans 863,702 2% 980,857 14% 1,063,353 8% 1,106,529 4%

Average Loans 888,976 6% 920,075 3% 1,024,006 11% 1,084,807 6%

Average Earning Assets 1,418,689 18% 1,541,209 9% 1,612,870 5% 1,627,307 1%

Average Total Assets 1,519,861 0% 1,652,755 0% 1,731,107 0% 1,749,792 0%

Asset Quality Measures:

Provision % Avg. Loans 0.04% -0.02% 0.09% 0.16%

Net Charge-offs % Avg. Loans -0.05% -0.03% 0.00% 0.08%

Loss Reserve % Loans 1.29% 1.16% 1.14% 1.18%

Loss Reserve % Noncurrent Lns 4472% 231% 485% 261%

Nonperforming Asset Ratio (%) 0.16% 0.59% 0.24% 0.45%

Noncurrent Asset Ratio (%) 0.16% 0.59% 0.24% 0.45%

Capital & Leverage Measures:

Total Equity % Assets 8.9% 7.1% 7.3% 7.5%

Tangible Common Equity % Assets 8.0% 6.2% 6.5% 6.7%

Earnings Retention Ratio (%) 9% 9% 6% 4%

Avg. Loans % Avg. Erng Assets 63% 60% 63% 67%
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First Community Corp Raymond James & Associates
7/19/2023 Steve Moss (202) 872-5931

($ in thousands, except as noted) steve.moss@raymondjames.com

1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23E 4Q23E 1Q24E 2Q24E 3Q24E 4Q24E

Income Statement Summary:

Net Interest Income (FTE) 10,864 11,180 12,924 13,486 12,455 12,213 11,896 11,746 11,269 11,337 11,690 11,818

Core Non-interest Income:

Deposit service charges 265 262 243 190 232 220 230 230 240 240 240 240

Mortgage banking 839 481 290 290 155 371 200 200 250 250 250 250

Invstmnt. advis. fees/non-deposit comms. 1,198 1,195 1,053 1,033 1,067 1,081 1,150 1,150 1,200 1,200 1,200 1,200

Other income 1,068 1,111 1,087 1,076 1,121 1,379 1,150 1,150 1,200 1,200 1,200 1,200

Subtotal Core 3,370 3,049 2,673 2,589 2,575 3,051 2,730 2,730 2,890 2,890 2,890 2,890

Market Sensitive Non-interest Income:

Nonrecurring Income 4 -40 0 -76 0 0 0 0 0 0 0 0

Total Non-interest Income 3,374 3,009 2,673 2,513 2,575 3,051 2,730 2,730 2,890 2,890 2,890 2,890

Operating Revenue (FTE) 14,107 14,060 15,467 15,878 14,932 15,188 14,507 14,358 14,046 14,114 14,463 14,590

Non-interest Expense:

Salaries and employee benefits 6,119 6,175 6,373 6,690 6,331 6,508 6,600 6,600 6,521 6,703 6,798 6,798

Occupancy 705 786 786 725 830 813 850 850 850 850 850 850

Equipment 332 329 331 351 336 377 350 350 350 350 350 350

Marketing and PR 361 446 163 289 346 370 200 400 300 300 300 300

FDIC assessment 130 105 121 112 182 221 180 180 200 200 200 200

OREO 47 29 19 213 -133 -30 50 50 50 50 50 50

Amortization of intangibles 39 40 39 40 39 40 39 40 39 39 39 39

Other expenses 2,221 2,278 2,585 2,274 2,505 2,456 2,400 2,400 2,600 2,400 2,500 2,400

Core Expenses 9,954 10,188 10,417 10,694 10,436 10,755 10,669 10,870 10,910 10,892 11,087 10,987

Nonrecurring Expense 0 0 0 0 0 0 0 0 0 0 0 0

Total Non-interest Expense 9,954 10,188 10,417 10,694 10,436 10,755 10,669 10,870 10,910 10,892 11,087 10,987

Pre-tax Pre-Provision Earnings 4,284 4,001 5,180 5,305 4,594 4,509 3,957 3,606 3,249 3,335 3,493 3,721

Subtract Loan Loss Provision -125 -70 18 25 70 186 286 345 360 367 510 516

Add Net Nonrecurring Gains(Charges) -4 40 0 76 0 0 0 0 0 0 0 0

Reported Pretax FTE Income 4,278 3,942 5,032 5,159 4,426 4,247 3,552 3,143 2,776 2,855 2,866 3,086

FTE Tax Rate (reported) 18% 21% 21% 22% 22% 22% 22% 22% 22% 22% 22% 22%

Reported Net Income 3,489 3,130 3,951 4,043 3,463 3,327 2,789 2,467 2,179 2,241 2,250 2,423

Normalized Net Income 3,486 3,162 3,951 4,103 3,463 3,327 2,789 2,467 2,179 2,241 2,250 2,423

Per Share Data:

Diluted EPS - Reported 0.46 0.41 0.52 0.53 0.45 0.43 0.37 0.32 0.29 0.29 0.30 0.32

Diluted EPS - Core 0.46 0.42 0.52 0.54 0.45 0.43 0.37 0.32 0.29 0.29 0.30 0.32

Dividends 0.13 0.13 0.13 0.13 0.14 0.14 0.14 0.14 0.14 0.14 0.14 0.14

Payout ratio 28% 32% 25% 25% 31% 32% 38% 43% 49% 47% 47% 44%

Book Value 16.59 15.54 15.07 15.62 16.29 16.35 16.58 16.76 16.91 17.07 17.22 17.40

Tangible Book Value 14.53 13.50 13.03 13.59 14.26 14.33 14.56 14.76 14.91 15.07 15.23 15.42

Avg. F.D. Shares Outstanding (000s) 7,595 7,607 7,608 7,620 7,644 7,655 7,604 7,604 7,604 7,604 7,604 7,604

Profitability Measures:

Return on Assets (Reported) 0.87% 0.76% 0.94% 0.96% 0.83% 0.77% 0.63% 0.56% 0.51% 0.52% 0.51% 0.54%

Return on Assets (Normalized) 0.87% 0.76% 0.94% 0.96% 0.83% 0.77% 0.63% 0.56% 0.51% 0.52% 0.51% 0.54%

Return on Common Equity (Norm.) 10.62% 10.33% 13.53% 13.80% 11.61% 10.77% 8.85% 7.73% 6.91% 6.97% 6.86% 7.31%

Net Interest Margin 2.91% 2.93% 3.29% 3.42% 3.19% 3.02% 2.91% 2.87% 2.82% 2.81% 2.84% 2.86%

Efficiency Ratio 70% 72% 67% 67% 69% 70% 73% 75% 77% 77% 76% 75%

Fee Income % Revenues 24% 21% 17% 16% 17% 20% 19% 19% 20% 20% 20% 20%

Balance Sheet

EOP Loans 875,797 916,332 950,210 980,857 992,720 1,032,165 1,044,551 1,063,353 1,073,986 1,084,726 1,095,574 1,106,529

Average Loans 876,349 896,619 938,318 969,015 986,500 1,017,215 1,038,358 1,053,952 1,068,670 1,079,356 1,090,150 1,101,051

Average Earning Assets 1,515,374 1,529,852 1,556,891 1,562,717 1,581,752 1,622,420 1,623,358 1,623,952 1,618,670 1,619,356 1,630,150 1,641,051

Average Total Assets 1,622,265 1,643,908 1,667,737 1,677,109 1,695,654 1,737,044 1,745,546 1,746,185 1,740,505 1,741,243 1,752,849 1,764,571

Asset Quality Measures:

Provision % Avg. Loans -0.06% -0.03% 0.01% 0.01% 0.03% 0.07% 0.11% 0.13% 0.14% 0.14% 0.19% 0.19%

Net Charge-offs % Avg. Loans 0.00% -0.10% -0.03% 0.00% -0.01% 0.00% 0.01% 0.01% 0.05% 0.05% 0.10% 0.10%

Loss Reserve % Loans 1.26% 1.22% 1.19% 1.16% 1.15% 1.12% 1.13% 1.14% 1.15% 1.16% 1.17% 1.18%

Loss Reserve % Noncurrent Lns 2230% 258% 229% 231% 277% 13743% 590% 485% 412% 252% 256% 261%

Nonperforming Asset Ratio (%) 0.17% 0.58% 0.62% 0.59% 0.51% 0.10% 0.19% 0.24% 0.28% 0.46% 0.46% 0.45%

Noncurrent Asset Ratio (%) 0.19% 0.58% 0.62% 0.59% 0.51% 0.10% 0.19% 0.24% 0.28% 0.46% 0.46% 0.45%

Capital & Leverage Measures:

Total Equity % Assets 7.6% 7.0% 6.9% 7.1% 7.1% 7.1% 7.2% 7.3% 7.4% 7.4% 7.5% 7.5%

Tangible Common Equity % Assets 6.7% 6.1% 6.0% 6.2% 6.3% 6.3% 6.4% 6.5% 6.6% 6.6% 6.7% 6.7%

Earnings Retention Ratio (%) 8% 7% 10% 10% 8% 7% 5% 4% 4% 4% 4% 4%

Avg. Loans % Avg. Erng Assets 58% 59% 60% 62% 62% 63% 64% 65% 66% 67% 67% 67%
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COMPANY DESCRIPTION

First Community Corporation,
headquartered in Lexington, South
Carolina, is a $1.7 billion asset bank
that operates 22 branches, primarily
in the midlands region of the state,
with a growing presence in Greenville
and eastern Georgia.
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IMPORTANT INVESTOR DISCLOSURES

Unless otherwise specified, the term “Raymond James” shall denote, where appropriate, Raymond James & Associates, Inc. (RJA), Raymond

James Ltd. (RJL), and their affiliates, subsidiaries and related entities.

Analyst Information

Analyst Compensation: Research analysts and associates at Raymond James are compensated on a salary and bonus system. Several factors

enter into the compensation determination for an analyst, including: i) research quality and overall productivity, including success in rating stocks

on an absolute basis and relative to the local exchange composite index and/or sector index; ii) recognition from institutional investors; iii) support

effectiveness to the institutional and retail sales forces and traders; iv) commissions generated in stocks under coverage that are attributable to

the analyst's efforts; v) net revenues of the overall Equity Capital Markets Group; and vi) comparable compensation levels for research analysts

at competing peer firms.

Registration of Non-U.S. Analysts: The analysts listed on the front of this report who are not employees of, or associated with, RJA are not

registered/qualified as research analysts under FINRA rules and are not subject to FINRA Rule 2241 restrictions on communications with covered

companies, trading securities held by a research analyst account, and obligations related to identifying and managing conflicts of interest.

This global disclosure considers all entities of Raymond James and its affiliates. The jurisdiction where the analyst(s) is registered will determine

what is permitted. For example, if the persons responsible for the content of this report are not licensed as research analysts in accordance with

applicable rules promulgated by the regulatory organization(s) where this report is distributed, any client wishing to effect trades in any security

should contact their Raymond James representative.

The analyst Steve Moss, primarily responsible for the preparation of this research report, attests to the following: (1) that the views and

opinions rendered in this research report reflect his or her personal views about the subject companies or issuers and (2) that no part

of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views in this

research report.

Company Specific Disclosures

Methodology: The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and quantitative

factors, including an assessment of industry size, structure, business trends, and overall attractiveness; management effectiveness; competition;

visibility; financial condition; and expected total return, among other factors. Collectively, these factors are subject to change depending on overall

economic conditions or industry- or company-specific occurrences.

Target Prices: The information below indicates Raymond James’ target price and rating changes for any subject companies over the past three

years.
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First Community Corporation (FCCO) | Jul-18-23
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Valuation Methodology

First Community Corporation

For First Community Corporation, our valuation methodology utilizes a 12-month estimate of intrinsic value and also takes into consideration the

company's price/tangible book value and P/E ratio in comparison to its return on tangible equity and its peer group.

General Risk Factors

Following are some general risk factors that pertain to the businesses of the subject companies and the projected target prices and

recommendations included on Raymond James research: (1) Industry fundamentals with respect to customer demand or product/service pricing

could change and adversely impact expected revenues and earnings; (2) issues relating to major competitors or market shares or new product

expectations could change investor attitude toward the sector or this stock; (3) Unforeseen developments with respect to the management,

financial condition or accounting policies or practices could alter the prospective valuation.

Company Specific Risk Factors

First Community Corporation

Interest Rate Risk: As a commercial bank, First Community’s revenue stream is sensitive to changes in interest rates, and earnings estimates

could vary based on changes in the slope of the yield curve.

Credit Risk: First Community originates residential, commercial, and consumer loans, which may enter default, especially during times of

economic stress. Depending on the health of the economy and the creditworthiness of its borrowers, loans could default more rapidly than

anticipated, which could translate into higher losses at the bank.

Macroeconomic Risk: If unemployment levels rise or if the housing market weakens further, credit losses could accelerate more rapidly than

anticipated, causing downside to our earnings expectations. Conversely, if unemployment levels decline and the housing market strengthens

meaningfully, or if losses in weak markets are less than expected, there could be upside to our estimates.

Competition: Substantial competition exists in all of First Community’s primary markets, from domestic banks and thrifts, foreign banks, and

specialty finance companies. The level and aggressiveness of competition could lead to adverse pressures on both asset yields and funding costs,

which could negatively impact First Community’s margins and pressure its profitability.

Regulatory Reform: With the myriad regulatory and legislative changes facing the industry, these amendments will pressure fee income across

the industry. First Community’s asset size excludes it from the debit interchange provision in the Durbin amendment under the Dobb-Frank Act;

however, competitive industry pressures will likely force the company to charge similar fees in order to compete, which will ultimately impact

profitability.

Acquisition Risk: Acquiring a financial services company involves a number of risks, including those related to asset quality issues, loss of

customers, entering new and unfamiliar markets, and integration of the acquired bank. In particular, integration poses a number of challenges,

as the company must expend substantial resources to integrate acquired entities. Such failure to integrate acquired entities may adversely affect

the company’s results of operations and financial condition.

Our suitability rating takes into account the highly competitive banking industry and the potentially adverse impact of continued loan growth

pressures on the company's net interest income.
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Relationship Disclosures

The person(s) responsible for the production of this report declare(s) that, as far as they are aware, there are no relationships or circumstances

(including conflicts of interest) that may in any way impair the objectivity of this recommendation directly or indirectly. This statement applies

equally to any persons closely associated with him or her. However, it is possible that persons making communications in relation to a security

may have a holding in that security and this will be disclosed. As stated, Raymond James has controls in place to manage such risks.

In the event that this is a compendium report (i.e., covers six or more subject companies), Raymond James may choose to provide specific

disclosures for the subject companies by reference. To access these disclosures, clients should refer to: raymondjames.bluematrix.com/sellside/

Disclosures.action or call toll free at 1.800.237.5643 in the United States or 1.800.667.2899 in Canada. In other jurisdictions, please contact your

local Raymond James’ representative.

Company Name Disclosure

First Community

Corporation

Raymond James & Associates, Inc. makes a market in the shares of First Community Corporation.

First Community

Corporation

Raymond James & Associates received non-investment banking securities-related compensation from First

Community Corporation within the past 12 months.

First Community

Corporation

Raymond James & Associates expects to receive or intends to seek compensation for investment banking

services from First Community Corporation within the next three months.

Investor Disclosures

In the United States (or U.S.), RJA is registered with the Financial Industry Regulatory Authority (FINRA) as a member firm. RJA is responsible for the

preparation and distribution of reports created in the United States. RJA is located at The Raymond James Financial Center, 880 Carillon Parkway,

St. Petersburg, Florida 33716 (Raymond James Financial (RJF) Corporate Headquarters), 727.567.1000. Raymond James Financial Services, Inc.

(RJFS) is registered with FINRA as a Member Firm. RJFS is located at the RJF Corporate Headquarters.

RJA non-U.S. affiliates, which are not FINRA member firms (with the exception of Raymond James (USA) Ltd.), include the following entities, which

are responsible for the creation or distribution of reports in their respective areas:

In Canada, RJL is registered with the Canadian Investment Regulatory Organization (CIRO) as a member firm. RJL is responsible for the preparation

and distribution of reports created in Canada. RJL is located at Suite 2100, 925 West Georgia Street, Vancouver, BC V6C 3L2 (RJL Head Office),

604.659.8200. Raymond James (USA) Ltd. (RJLU) is registered with FINRA as a member firm, which is responsible for the distribution of reports

created in Canada and the United States to both American clients living in Canada and Canadian clients living in the United States. RJLU is located

at the RJL Head Office.

In the United Kingdom, Raymond James Financial International Ltd. (RJFI) and Raymond James Investment Services, Ltd. (RJIS) are authorised

and regulated by the Financial Conduct Authority (FCA). RJFI and RJIS are located at Ropemaker Place, 25 Ropemaker Street, London, England,

EC2Y 9LY, +44 203 798 5600.

This report is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in a locality,

state, province, country, or other jurisdiction where such distribution, publication, availability, or use would be strictly prohibited or contrary to

law or regulation. The securities discussed in this report may not be eligible for sale in some jurisdictions. This research is not an offer to sell or the

solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is not investment advice and

does not constitute a personal recommendation, nor does it take into account the particular investment objectives, financial situations, or needs

of individual clients. Information in this report should not be construed as advice designed to meet the individual objectives of any particular

investor. Investors should consider this report as only a single factor in making their investment decision. Some investments discussed in this

report may have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that

investment is realized. Those losses may equal your original investment. Consultation with your Raymond James representative is recommended.

Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Nothing in this

report constitutes investment, legal, accounting or tax advice or is a representation that any investment or strategy is suitable or appropriate to

your individual circumstances or otherwise constitutes a personal recommendation to you.

The information provided is as of the date above and is subject to change and may or may not be updated. This report should not be deemed a

recommendation to buy or sell any security. Certain information has been obtained from third-party sources Raymond James considers reliable,

but Raymond James does not guarantee that such information is accurate or complete. Persons within Raymond James may have information

that is not available to the contributors of the information contained in this report. Raymond James, including affiliates and employees, may

execute transactions in the securities listed in this report that may not be consistent with the ratings appearing in this report.

With respect to materials prepared by Raymond James, all expressions of opinion reflect the judgment of the Research Departments of Raymond
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James, or its affiliates, as of the date above and are subject to change. Raymond James may perform investment banking or other services for, or

solicit investment banking business from, any company mentioned in this report.

Raymond James reports are disseminated and available to Raymond James clients simultaneously via electronic publication to Raymond

James' internal proprietary websites (RJA: RJ Client Access & raymondjames.com; RJL: RJL ECM Client Access, RJL Retail Client Access &

raymondjames.ca). Not all reports are directly distributed to clients or third-party aggregators. Certain reports may only be disseminated on

Raymond James' internal proprietary websites; however, such reports will not contain estimates or changes to earnings forecasts, target price,

valuation, or investment or suitability rating. Individual Raymond James associates may also opt to circulate published reports to one or

more clients electronically. This electronic communication distribution is discretionary and is done only after the report has been publically

disseminated via RJ's internal proprietary websites. The level and types of communications provided by Raymond James associates to clients

may vary depending on various factors including, but not limited to, the client's individual preference as to the frequency and manner of receiving

communications. For reports, models, or other data available on a particular security, please contact your Raymond James representative or

financial advisor or visit for RJA: RJ Client Access & raymondjames.com; RJL: RJL ECM Client Access, RJL Retail Client Access & raymondjames.ca.

Raymond James’ policy is to update reports as it deems appropriate, based on developments with the subject company, the sector or the market

that may have a material impact on the research views or opinions stated in a report. Raymond James' policy is only to publish reports that are

impartial, independent, clear, and fair and not misleading. Any information relating to the tax status of the securities discussed in this report is

not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to seek tax advice based on their particular

circumstances from an independent tax professional.

Links to third-party websites are being provided for information purposes only. Raymond James is not affiliated with and does not endorse,

authorize, or sponsor any of the listed websites or their respective sponsors. Raymond James is not responsible for the content of any third-party

website or the collection or use of information regarding any website's users and/or members. Raymond James has not reviewed any such third-

party websites and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to

Raymond James’ own website material) is provided solely for your convenience and information, and the content of any such website does not

in any way form part of this report. Accessing such website or following such link through this report or Raymond James’ website shall be at your

own risk. Additional information is available on request.

All right, title, and interest in any Raymond James reports is the exclusive property of Raymond James Financial, Inc. and its affiliates, except as

otherwise expressly stated. Raymond James® is the registered trademark of Raymond James Financial, Inc. All trademarks, service marks, slogans,

logos, trade dress and other identifiers, third-party data and/or market data (“intellectual property”) displayed in the Raymond James reports

are the property of Raymond James, or of other parties. The names of other companies and third-party products or services or other intellectual

property mentioned in the Raymond James reports may be the copyright, trademarks, or service marks of their respective owners. U.S. and foreign

copyright, trademark, common law rights and statutes protect this intellectual property. You are prohibited from using any intellectual property

for any purpose including, but not limited to, use on other materials, in presentations, as domain names, or as metatags, without the express

written permission of Raymond James or such other party that may own the marks.

Notice to RJA PCG Financial Advisors - Non-U.S. securities discussed in this report are generally not eligible for sale in the U.S. unless they are

listed on a U.S. securities exchange. This report may not be used to solicit the purchase or sale of a security in any state where such a solicitation

would be illegal. By accessing this report, you agree to not solicit the purchase or sale of any security mentioned in the report that is not listed

on a U.S. securities exchange, or is not otherwise registered under applicable state Blue Sky laws. Furthermore, you acknowledge that you will

be solely responsible for any and all costs associated with the rescission of trades in unregistered securities. Please contact the International

Research Liaison with any questions at 727.567.5559.

Ratings and Definitions

RJA (U.S.) Definitions: Strong Buy (SB1) The security is expected to appreciate, produce a total return of at least 15%, and outperform the S&P

500 over the next six to 12 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, a total return of at least

15% is expected to be realized over the next 12 months. Outperform (MO2) The security is expected to appreciate or outperform the S&P 500

over the next 12-18 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, an Outperform rating is used

for securities where Raymond James is comfortable with the relative safety of the dividend and expects a total return modestly exceeding the

dividend yield over the next 12-18 months. Market Perform (MP3) The security is expected to perform generally in line with the S&P 500 over

the next 12 months and could potentially be used as a source of funds for more highly rated securities. Underperform (MU4) The security is

expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold. Suspended (S) The security’s rating and

price target have been suspended temporarily. This action may be due to market events that made coverage impracticable or to comply with

applicable regulations or firm policies in certain circumstances. When a security’s research coverage has been suspended, the previous rating and

price target are no longer in effect for this security, and they should not be relied upon.

RJL (Canada) Definitions: Strong Buy (SB1) The security is expected to appreciate and produce a total return of at least 15% and outperform

the S&P/TSX Composite Index over the next six to 12 months. Outperform (MO2) The security is expected to appreciate and outperform the S&P/

TSX Composite Index over the next 12-18 months. Market Perform (MP3) The security is expected to perform generally in line with the S&P/TSX

composite Index over the next 12 months and could potentially be used as a source of funds for more highly rated securities. Underperform
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(MU4) The security is expected to underperform the S&P/TSX Composite Index or its sector over the next six to 12 months and should be sold.

Suspended (S) The security’s rating and price target have been suspended temporarily. This action may be due to market events that made

coverage impracticable or to comply with applicable regulations or firm policies in certain circumstances or may otherwise have a perceived

conflict of interest. When a security’s research coverage has been suspended, the previous rating and price target are no longer in effect for this

security, and they should not be relied upon.

 
Coverage Universe Rating Distribution* Investment Banking Relationships

RJA RJL RJA RJL

Strong Buy and Outperform (Buy)

Market Perform (Hold)

Underperform (Sell)

561 58% 190 76%

380 40% 58 23%

21 2% 2 1%

79 14% 38 20%

32 8% 8 14%

0 0% 0 0%

Total Number of Companies 962 100% 250 100% 111   46  

* Columns may not add to 100% due to rounding.

* Total does not include companies with a suspended rating.

 
RJA Suitability Ratings (SR)

Moderate Risk/Provide Income (M/INC) Larger capitalization, lower volatility (beta) equities of companies with sound financials, consistent

earnings, and dividend yields meaningfully above that of the S&P 500. Many securities in this category are structured with a focus on providing a

consistent dividend or return of capital. Moderate Risk/Wealth Accumulation (M/ACC) Larger capitalization equities of companies with sound

financials, consistent earnings growth, the potential for long-term price appreciation, and often a dividend yield. Moderately Aggressive Risk/

Provide Income (MA/INC) Generally equities of companies that are structured with a focus on providing a dividend meaningfully above that of the

S&P 500. These companies typically feature sound financials, positive earnings, and the potential for long-term price appreciation. Moderately

Aggressive Risk/Wealth Accumulation (MA/ACC) Generally equities of companies in fast growing and competitive industries with less predictable

earnings (or losses), potentially more leveraged balance sheets, rapidly changing market dynamics, and potential risk of principal. Aggressive

Risk/Provide Income (A/INC) Generally equities of companies that are structured with a focus on providing a meaningful dividend but may face

less predictable earnings (or losses), more leveraged balance sheets, rapidly changing market dynamics, financial and competitive issues, higher

price volatility (beta), and meaningful risk of loss of principal. Securities of companies in this category may have a more volatile income stream from

dividends or distributions of capital. Aggressive Risk/Wealth Accumulation (A/ACC) Generally equities of companies with a short or unprofitable

operating history, limited or less predictable revenues, high risk associated with success, high volatility (beta), potential significant financial or

legal issues, and the meaningful risk of loss of principal.

RJL Suitability Ratings

RJL has developed a proprietary algorithm for risk rating individual securities. The algorithm utilizes data from multiple vendors, and all data is

refreshed at least monthly. Accordingly, suitability ratings are updated monthly. The suitability rating shown on this report is current as of the

report's published date. In the event that a suitability rating changes after the published date, the new rating will not be reflected until the analyst

publishes a subsequent report.

International Disclosures

For clients of RJA: Any foreign securities discussed in this report are generally not eligible for sale in the United States unless they are listed on

a U.S. exchange. This report is being provided to you for informational purposes only and does not represent a solicitation for the purchase or

sale of a security in any state where such a solicitation would be illegal. Investing in securities of issuers organized outside of the United States,

including ADRs, may entail certain risks.

The securities of non-U.S. issuers may not be registered with, nor be subject to, the reporting requirements of the U.S. Securities and Exchange

Commission. There may be limited information available on such securities. Investors who have received this report may be prohibited in certain

states or other jurisdictions from purchasing the securities mentioned in this report. Please ask your RJA financial advisor for additional details

and to determine if a particular security is eligible for purchase in your state or jurisdiction.

For clients of RJFS: This report was prepared and published by Raymond James and is being provided to you by RJFS solely for informative

purposes. Any person receiving this report from RJFS should direct all questions and requests for additional information to their RJFS financial

advisor.

For RJA and RJFS clients in Canada: In the Canadian provinces of Alberta, British Columbia, New Brunswick, Ontario and Quebec (collectively,

the “Canadian Jurisdictions”), both RJA and RJFS are relying on the international dealer exemption (the “IDE”), and RJA is also relying on

the international adviser exemption (the “IAE”), pursuant to sections 8.18 and 8.26 of National Instrument 31-103 Registration Requirements,

Exemptions and Ongoing Registrant Obligations (“NI 31-103”). RJA and RJFS are not registered to make a trade nor is RJA registered to provide
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advice in the Canadian Jurisdictions. Neither RJA nor RJFS are members of the Investment Industry Regulatory Organization of Canada.

This report is intended solely for residents of the Canadian Jurisdictions who are permitted clients as set forth in NI 31-103. Neither RJA, RJFS

nor their representatives are making an offer to sell or soliciting an offer to buy any security issued by an issuer incorporated, formed or created

under the laws of Canada (“Canadian issuers”) and discussed in this report. Any trades by permitted clients in any securities of Canadian issuers

(whether listed on a U.S., Canadian or other exchange) discussed in this report may not be made through a relationship with RJA or RJFS and shall

be directed to RJL for execution. Relationships with clients residing in Canadian Jurisdictions for trading in securities of Canadian issuers must be

established through a Canadian registered firm, such as RJL. For additional information regarding establishing a relationship with RJL, Canadian
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