
SOUTHERN MICHIGAN
BANCORP, INC.

SECOND QUARTER
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2026  QUARTERLY REPORT

To Our Shareholders:

Southern Michigan Bancorp, Inc. reported net income of $3,087,000, or $0.66 per share, for the quarter ended June 30, 2026, a decrease of 4.7 
percent, as compared to net income of $3,238,000, or $0.70 per share, for the second quarter of 2025.  For the first six months of 2026, Southern 
earned $6,393,000, or $1.37 per share, an increase of $109,000, or 1.7 percent, compared to net income of $6,284,000, or $1.36 per share, for the 
same six-month period one year ago.  

Southern’s annualized return on average assets was 0.75 percent and 0.81 percent for the six-month periods ended June 30, 2026 and June 30, 2025, 
respectively.  The annualized return on average equity was 10.24 percent for the first six months of 2026, compared to 11.31 percent for the first six 
months of 2025.  The tax equivalent net interest margin for the six-month period ending June 30, 2026 was 3.35 percent compared to 3.20 percent for 
the same period last year.  

Total consolidated assets as of June 30, 2026 decreased slightly to $1.683 billion from $1.690 billion on December 31, 2025.  Loans totaled $1.276 
billion as of June 30, 2026 compared to December 31, 2025 levels of $1.273 billion.  Deposits totaled $1.400 billion compared to $1.417 billion as of 
December 31, 2025.  

Credit quality reflected both modest improvement in non-performing loans and higher delinquency levels at the end of the second quarter. As of June 
30, 2026, non-performing loans represented 0.92 percent of total loans, compared to 0.98 percent at December 31, 2025. Delinquent loans totaled 
$10.985 million, or 0.86 percent of total loans, at June 30, 2026, compared to $784,000, or 0.06 percent, at December 31, 2025.

The bank realized net loan charge-offs totaling $837,000 for the first six months of 2026, compared to $15,000 for the six-month period ending June 
30, 2025. There was no provision for credit losses expense recorded during the second quarter of 2026, compared to $500,000 in the second quarter of 
2025.  The allowance for credit losses at June 30, 2026 totaled $15.248 million, or 1.20 percent of total loans, a decrease of $305,000 from December 
31, 2025 levels of $15.553 million or 1.22 percent of total loans.  

While second quarter results were impacted by a $1.689 million write-down of other real estate owned, overall performance remained solid. 
Year-to-date earnings exceeded the prior-year period, and the improved net interest margin reflects continued positive momentum in our core banking 
operations. 

Thank you for your continued support. Please contact me, members of our management team, or any of our directors should you have any questions 
or comments.  

Sincerely,

John R. Waldron
President and Chief Executive Officer



(A) The balance sheet at December 31, 2025 has been derived from the audited consolidated financial statements at that date.
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ASSETS
     Cash and cash equivalents
     Certificates of deposit in other banks
     Investment securities
     Loans held for sale
     Total loans
     Less: Allowance for credit losses
     Net loans

     Premises and equipment, net
     Net cash surrender value of life insurance
     Goodwill 
     Other assets
     Total assets

LIABILITIES 
     Deposits
     Securities sold under agreements to repurchase and overnight borrowings
     Accrued expenses and other liabilities
     Other borrowings
     Subordinated debentures
     Total liabilities

SHAREHOLDERS’ EQUITY
     Preferred stock, 100,000 shares authorized; none issued or outstanding
     Common stock, $2.50 par value
         Authorized - 10,000,000 shares
         Issued and outstanding – 4,650,974 shares in 2026,
         (4,623,734 shares in 2025) 
     Additional paid-in capital
     Retained earnings
     Accumulated other comprehensive loss, net
     Total shareholders’ equity
     Total liabilities and shareholders’ equity
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Thomas E. Kolassa
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Burr Oak Tool, Inc.

Andrew R. Mercer
R.W. Mercer Co.

Charles James Scott Clark
Clark Logic

Stacey Hamlin
Jeffrey N. Hamlin DMD, PC

Travis Hampton
Value Max Products

Nolan E. (Rick) Hooker
Best American Car Washes

John H. Castle
Chairman

Kurt G. Miller
Vice Chairman

John R. Waldron
President and CEO

Melissa J. Bauer
B&M Crop Consulting
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NON-INTEREST INCOME
     Service charges on deposit accounts
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     Other
     Total non-interest income
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     Salaries and employee benefits
     Occupancy, net
     Equipment
     Professional and outside services
     Software maintenance
     Loss on other real estate owned
     Other
Total non-interest expense
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     Federal income tax provision
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To Our Shareholders:

Southern Michigan Bancorp, Inc. reported net income of $3,087,000, or $0.66 per share, for the quarter ended June 30, 2026, a decrease of 4.7 
percent, as compared to net income of $3,238,000, or $0.70 per share, for the second quarter of 2025.  For the first six months of 2026, Southern 
earned $6,393,000, or $1.37 per share, an increase of $109,000, or 1.7 percent, compared to net income of $6,284,000, or $1.36 per share, for the 
same six-month period one year ago.  

Southern’s annualized return on average assets was 0.75 percent and 0.81 percent for the six-month periods ended June 30, 2026 and June 30, 2025, 
respectively.  The annualized return on average equity was 10.24 percent for the first six months of 2026, compared to 11.31 percent for the first six 
months of 2025.  The tax equivalent net interest margin for the six-month period ending June 30, 2026 was 3.35 percent compared to 3.20 percent for 
the same period last year.  

Total consolidated assets as of June 30, 2026 decreased slightly to $1.683 billion from $1.690 billion on December 31, 2025.  Loans totaled $1.276 
billion as of June 30, 2026 compared to December 31, 2025 levels of $1.273 billion.  Deposits totaled $1.400 billion compared to $1.417 billion as of 
December 31, 2025.  

Credit quality reflected both modest improvement in non-performing loans and higher delinquency levels at the end of the second quarter. As of June 
30, 2026, non-performing loans represented 0.92 percent of total loans, compared to 0.98 percent at December 31, 2025. Delinquent loans totaled 
$10.985 million, or 0.86 percent of total loans, at June 30, 2026, compared to $784,000, or 0.06 percent, at December 31, 2025.

The bank realized net loan charge-offs totaling $837,000 for the first six months of 2026, compared to $15,000 for the six-month period ending June 
30, 2025. There was no provision for credit losses expense recorded during the second quarter of 2026, compared to $500,000 in the second quarter of 
2025.  The allowance for credit losses at June 30, 2026 totaled $15.248 million, or 1.20 percent of total loans, a decrease of $305,000 from December 
31, 2025 levels of $15.553 million or 1.22 percent of total loans.  

While second quarter results were impacted by a $1.689 million write-down of other real estate owned, overall performance remained solid. 
Year-to-date earnings exceeded the prior-year period, and the improved net interest margin reflects continued positive momentum in our core banking 
operations. 

Thank you for your continued support. Please contact me, members of our management team, or any of our directors should you have any questions 
or comments.  

Sincerely,

John R. Waldron
President and Chief Executive Officer

Inquiries regarding stock certificate administration, 
address changes, transfers, and other related 
services should be directed to:

Equiniti Trust Company
Website: www.equiniti.com
Phone: (718) 921-8124
Toll Free: (800) 937-5449
Email: help@equiniti.com

MARKET INFORMATION

D.A. Davidson & Co.
Dublin, Ohio
(800) 394-9230

The following brokerage firm makes a market for Southern Michigan 
Bancorp, Inc. stock:

For further information on Southern Michigan Bancorp, Inc. please 
see the ‘Investor Relations’ tab on our website: www.smb-t.com
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The bank realized net loan charge-offs totaling $837,000 for the first six months of 2026, compared to $15,000 for the six-month period ending June 
30, 2025. There was no provision for credit losses expense recorded during the second quarter of 2026, compared to $500,000 in the second quarter of 
2025.  The allowance for credit losses at June 30, 2026 totaled $15.248 million, or 1.20 percent of total loans, a decrease of $305,000 from December 
31, 2025 levels of $15.553 million or 1.22 percent of total loans.  

While second quarter results were impacted by a $1.689 million write-down of other real estate owned, overall performance remained solid. 
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