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Item 2.02  Results of Operations and Financial Condition

On January 27, 2017, management of Peoples Bancorp Inc. (“Peoples”) conducted a facilitated 
conference call at approximately 10:00 a.m., Eastern Daylight Time, to discuss results of operations for the 
quarter and year ended December 31, 2016. A replay of the conference call audio will be available on 
Peoples’ website, www.peoplesbancorp.com, in the “Investor Relations” section for one year. A copy of the 
transcript of the conference call is included as Exhibit 99 to this Current Report on Form 8-K.

The information contained in this Item 2.02 and Exhibit 99 included with this Current Report on 
Form 8-K, is being furnished pursuant to Item 2.02 and shall not be deemed to be “filed” for purposes of 
Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject 
to the liabilities of that Section, nor shall such information be deemed to be incorporated by reference in 
any registration statement or other document filed under the Securities Act of 1933, as amended, or the 
Exchange Act, except as otherwise stated in such filing.

During the conference call, management referred to non-Generally Accepted Accounting Principles 
("GAAP") financial measures that are used by management to provide information useful to investors in 
understanding Peoples' operating performance and trends, and to facilitate comparisons with the 
performance of Peoples' peers. The following tables show the differences between the non-GAAP financial 
measures referred to during the conference call and the most directly comparable GAAP-based financial 
measures. 



NON-GAAP FINANCIAL MEASURES

Three Months Ended Year Ended
December 31, September 30, December 31, December 31,

(in $000’s) 2016 2016 2015 2016 2015

Core non-interest income:
Total non-interest income $ 12,111 $ 13,538 $ 12,101 $ 51,070 $ 47,441
Plus: System upgrade revenue waived 85 — — 85 —
Core non-interest income $ 12,196 $ 13,538 $ 12,101 $ 51,155 $ 47,441

Three Months Ended Year Ended
December 31, September 30, December 31, December 31,

(in $000’s) 2016 2016 2015 2016 2015

Core non-interest expenses:
Total non-interest expense $ 27,282 $ 26,842 $ 27,277 $ 106,911 $ 115,081
Less: System upgrade costs 746 423 — 1,259 —
Less: acquisition-related costs — — 838 — 10,722
Less: pension settlement charges — — 5 — 459
Less: other non-core charges — — 407 — 592
Core non-interest expenses $ 26,536 $ 26,419 $ 26,027 $ 105,652 $ 103,308

Three Months Ended Year Ended
December 31, September 30, December 31, December 31,

(in $000’s) 2016 2016 2015 2016 2015

Efficiency ratio:
Total non-interest expense $ 27,282 $ 26,842 $ 27,277 $ 106,911 $ 115,081
Less: Amortization of other intangible assets 1,007 1,008 1,133 4,030 4,077
Adjusted non-interest expense 26,275 25,834 26,144 102,881 111,004

Total non-interest income 12,111 13,538 12,101 51,070 47,441

Net interest income 26,667 26,123 25,864 104,865 97,612
Add: Fully tax-equivalent adjustment 517 497 515 2,027 1,978
Net interest income on a fully taxable-equivalent basis 27,184 26,620 26,379 106,892 99,590

Adjusted revenue $ 39,295 $ 40,158 $ 38,480 $ 157,962 $ 147,031

Efficiency ratio 66.87% 64.33% 67.94% 65.13% 75.50%

Efficiency ratio adjusted for non-core items:
Core non-interest expenses $ 26,536 $ 26,419 $ 26,027 $ 105,652 $ 103,308
Less: Amortization of other intangible assets 1,007 1,008 1,133 4,030 4,077
Adjusted non-interest expense 25,529 25,411 24,894 101,622 99,231

Core non-interest income $ 12,196 $ 13,538 $ 12,101 $ 51,155 $ 47,441
Net interest income on a fully taxable-equivalent basis 27,184 26,620 26,379 106,892 99,590

Adjusted core revenue $ 39,380 $ 40,158 $ 38,480 $ 158,047 $ 147,031

Efficiency ratio adjusted for non-core items 64.83% 63.28% 64.69% 64.30% 67.49%



At or For the Three Months Ended
December 31, September 30, June 30, March 31, December 31,

(in $000’s) 2016 2016 2016 2016 2015

Tangible Equity:
Total stockholders' equity, as reported $ 435,261 $ 440,637 $ 437,753 $ 428,486 $ 419,789
Less: goodwill and other intangible assets 146,018 147,005 147,971 148,997 149,617
Tangible equity $ 289,243 $ 293,632 $ 289,782 $ 279,489 $ 270,172

Tangible Assets:
Total assets, as reported $ 3,432,348 $ 3,363,585 $ 3,333,455 $ 3,294,929 $ 3,258,970
Less: goodwill and other intangible assets 146,018 147,005 147,971 148,997 149,617
Tangible assets $ 3,286,330 $ 3,216,580 $ 3,185,484 $ 3,145,932 $ 3,109,353

Tangible Book Value per Common Share:
Tangible equity $ 289,243 $ 293,632 $ 289,782 $ 279,489 $ 270,172
Common shares outstanding 18,200,067 18,195,986 18,185,708 18,157,932 18,404,864

Tangible book value per common share $ 15.89 $ 16.14 $ 15.93 $ 15.39 $ 14.68

Tangible Equity to Tangible Assets Ratio:
Tangible equity $ 289,243 $ 293,632 $ 289,782 $ 279,489 $ 270,172
Tangible assets $ 3,286,330 $ 3,216,580 $ 3,185,484 $ 3,145,932 $ 3,109,353

Tangible equity to tangible assets 8.80% 9.13% 9.10% 8.88% 8.69%

Three Months Ended Year Ended
December 31, September 30, December 31, December 31,

(in $000’s) 2016 2016 2015 2016 2015

Pre-Provision Net Revenue:
Income before income taxes $ 10,744 $ 11,448 $ 3,008 $ 45,282 $ 14,816
Add: provision for loan losses 711 1,146 7,238 3,539 14,097
Add: net loss on debt extinguishment — — — 707 520
Add: net loss on loans held-for-sale and OREO 33 — 397 34 529
Add: net loss on securities transactions — 1 — — —
Add: net loss on other assets 76 224 100 427 739
Less: net gain on securities transactions 68 — 56 930 729
Less: net gain on other assets — — 35 —
Pre-provision net revenue $ 11,496 $ 12,819 $ 10,687 $ 49,024 $ 29,972

Pre-provision net revenue $ 11,496 $ 12,819 $ 10,687 $ 49,024 $ 29,972
Total average assets 3,386,519 3,324,636 3,240,604 3,320,447 3,111,853

Pre-provision net revenue to total average assets
(annualized) 1.35% 1.53% 1.31% 1.48% 0.96%



Item 7.01 Regulation FD Disclosure

From time-to-time between February 1, 2017 and March 31, 2017, the management team of Peoples Bancorp 
Inc. ("Peoples"), including the President and Chief Executive Officer, and the Executive Vice President, Chief 
Financial Officer and Treasurer, intend to conduct one or more meetings with investors and analysts.  These 
individuals intend to use an investor presentation containing financial data and other information regarding Peoples to 
assist the investors and analysts with their understanding of the business and financial performance of Peoples. A copy 
of the investor presentation is included as Exhibit 99.1 to this Current Report on Form 8-K and is incorporated herein 
by reference.

The information in this Current Report on Form 8-K is being furnished under Item 7.01 and shall not be 
deemed "filed" for the purposes of Section 18 of the Securities Exchange Act of 1934 (the "Exchange Act"), or 
otherwise subject to the liabilities of such section, nor shall such information be deemed incorporated by reference in 
any filing under the Securities Act of 1933 or the Exchange Act, except as shall be expressly set forth by specific 
reference in such a filing.

Item 9.01  Financial Statements and Exhibits 

a) - c)
Not applicable.

d) Exhibits
See Index to Exhibits below.

Safe Harbor Statement  
This Current Report on Form 8-K and the investor presentation included as Exhibit 99.1 contains "forward-looking 

statements" within the meaning of Section 27A of the Securities Act of 1933, as amended, Section 21E of the Exchange Act 
and the Private Securities Litigation Reform Act of 1995.  These forward-looking statements are identified by the fact they are 
not historical facts and may include discussions of the strategic plans and objectives or anticipated future performance and 
events of Peoples.

Peoples encourages readers of this Current Report on Form 8-K to understand forward-looking statements to be strategic 
objectives rather than absolute targets of future performance.  Further, the information contained in this Current Report on 
Form 8-K and the investor presentation included as Exhibit 99.1 hereto should be read in conjunction with Peoples' Annual 
Report on Form 10-K for the fiscal year ended December 31, 2015 ("Peoples' 2015 Form 10-K") and Current Report on Form 
8-K issued on January 27, 2017, filed with the Securities and Exchange Commission ("SEC") and available on the SEC's 
website (www.sec.gov) or at Peoples' website (www.peoplesbancorp.com). 

Readers are cautioned that forward-looking statements, which are not historical fact, involve risks and uncertainties, 
including those detailed in Peoples' 2015 Annual Report on Form 10-K filed with the SEC under the section, "Risk Factors" in 
Part I, Item 1A.  As such, actual results could differ materially from those contemplated by forward-looking statements made in 
this Current Report on Form 8-K and the investor presentation included as Exhibit 99 hereto.  Management believes the 
expectations in these forward-looking statements are based upon reasonable assumptions within the bounds of management's 
knowledge of Peoples' business and operations.  Peoples disclaims any responsibility to update these forward-looking 
statements to reflect events or circumstances after the date of this Current Report on Form 8-K.



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized.
     

PEOPLES BANCORP INC.

Date: February 1, 2017 By:/s/ JOHN C. ROGERS
John C. Rogers

Executive Vice President,
Chief Financial Officer and Treasurer

INDEX TO EXHIBITS

Exhibit
Number Description

99 Transcript of conference call conducted by management of Peoples Bancorp Inc. on January 27, 2017 to
discuss results of operations for the quarter and year ended December 31, 2016

99.1 February 2017 Investor Presentation

* Schedules and exhibits have been omitted pursuant to Item 601(b)(2) of Regulation S-K. A copy of any omitted 
schedules or exhibits will be furnished supplementally to the SEC upon its request.



Peoples Bancorp Inc. [PEBO]
Fourth-Quarter 2016 Earnings Conference Call

Friday, January 27, 2017, 10:00 AM ET

Company Representatives:
  Chuck Sulerzyski; President & CEO
  John Rogers; EVP, CFO & Treasurer

Analysts:
  Scott Siefers; Sandler O'Neill + Partners
  Kevin Fitzsimmons; Hovde Group
  Michael Perito; Keefe, Bruyette & Woods
  Daniel Cardenas; Raymond James & Associates

Presentation

Operator:  Good morning, and welcome to Peoples Bancorp conference call.  My name is Daniel and I will be your 
conference facilitator today.  Today's call will cover a discussion of the results of operations for the quarter and fiscal 
year ended December 31, 2016.  

(Operator Instructions) 

This call is also being recorded.  If you object to the recording, please disconnect at this time.  

Please be advised that the commentary in this call will contain projections or other forward-looking statements 
regarding Peoples' future financial performance or future events.  These statements are based on Management's 
current expectations.  The statements in this call which are not historical fact are forward-looking statements and 
involve a number of risks and uncertainties detailed in Peoples' Securities and Exchange Commission filings.  

These include, but are not limited to, Peoples' ability to leverage the system upgrade without complications or 
difficulties; the success, impact and timing of the implementation of Peoples' business strategies, including the 
system upgrade; the successful integration of acquisitions; and the expansion of consumer lending activity; the 
competitive nature of the financial services industry; changes in the interest rate environment; uncertainty regarding 
the nature, timing, and effect of federal and/or state banking, insurance and tax regulations; and changes in 
economic conditions and/or activities.

Management believes the forward-looking statements made during this call are based on reasonable assumptions 
within the bounds of their knowledge of Peoples' business and operation.  However, it is possible actual results may 
differ materially from these forward-looking statements.  

Peoples disclaims any responsibility to update these forward-looking statements after this call except as may be 
required by applicable legal requirements.  Peoples' fourth-quarter 2016 earnings release was issued this morning 
and is available at peoplesbancorp.com under the Investor Relations tab.  

A reconciliation of the non-GAAP financial measures discussed during this call to the most directly comparable 
GAAP financial measures is included at the end of the earnings release.

This call will include about 15 to 20 minutes of prepared commentary followed by a question-and-answer period, 
which I will facilitate.  An archived webcast of this call will be available on peoplesbancorp.com in the Investor 
Relations section for one year.  

Participants in today's call will be Chuck Sulerzyski, President and Chief Executive Officer, and John Rogers, Chief 
Financial Officer and Treasurer, and each will be available for questions following opening statements.  Mr. 
Sulerzyski, you may please begin your conference.  

Chuck Sulerzyski:  



Thank you, Daniel. Good morning and thanks for joining us for a review of our fourth-quarter and full-year 2016 
results.

Earlier this morning we released our fourth-quarter 2016 results and our quarterly dividend, which we were pleased 
to increase to $0.20 per share.  During the quarter we completed the planned system upgrade of our core banking 
system. As anticipated, the quarter was impacted by one-time system upgrade items which were in line with our 
previous projections. The majority of the impact was in non-interest expense. However, we did waive some account 
services charges in November which impacted non-interest income. We believe substantially all of the associated 
one-time costs have been recorded and any upgrade cost in the future periods should be minimal.

Net income for the fourth quarter of 2016 was $0.41 per diluted share compared to $0.43 per diluted share in the 
third quarter. The decrease was largely due to one-time system upgrade costs, coupled with a decline in non-
interest income. System upgrade impacts for the quarter totaled $831,000 and $1.3 million for 2016, and were up 
$408,000 from the prior quarter.  For the full year of 2016, net income was $1.71 per diluted share compared to 
$0.61 per diluted share during 2015. Net income per diluted share adjusted for non-core items was $0.44 for the 
fourth quarter of 2016 compared to $0.45 for the third quarter of 2016 and $0.18 for the fourth quarter of 2015. For 
the full year of 2016 net income per diluted share adjusted for non-core items was $1.76 in 2016 compared to $1.04 
in 2015.

Loan growth during the fourth quarter of 2016 was 10% annualized. This increase contributed to the 7% growth for 
the full year, which was higher than we expected. Commercial loans provided $43 million of growth during the fourth 
quarter, while consumer loans provided $13 million. 

Our indirect lending business continued to provide significant growth, generating $23 million during the fourth 
quarter. The growth was partially offset by declines in residential real estate loans.  Our mix of loans has been 
relatively stable. At December 31, 2016, commercial loans comprised 56% of total portfolio, while consumer loans 
comprised 44%. We expect indirect lending continue to grow in 2017, just not at the same pace as 2016.

Net charge-offs declined 35% compared to the third quarter. Net charge-offs have been primarily driven by 
consumer loans and deposit accounts overdrafts in recent quarters. For 2016 net charge-offs totaled $1.9 million 
and were 9 basis points as a percent of average loans. In 2015 net charge-offs, excluding the $13.1 million charge-
off on one large commercial relationship, were $2.1 million, or 11 basis points as a percent of average loans.

Loans 90-plus days past due and accruing decreased $0.4 million during the quarter. Nonaccrual loans increased 
$2 million compared to the third quarter. The fluctuation in these categories was related to several small loans and 
not one specific credit.

Criticized loans were relatively flat compared to the third quarter, while classified assets increased $4 million, mostly 
due to one commercial loan relationship.

Provision for loan losses declined during the quarter as net charge-off rates remained low. The allowance for loan 
losses as a percent of originated loans, net of deferred fees and costs, declined slightly to 1.08% compared to 
1.13% at September 30, 2016. However, we did add $1.7 million to the allowance over the course of 2016, 
increasing our total reserves to $18.4 million at December 31, 2016.

As expected, we were not able to sustain our recent non-interest income growth, as our commercial loan swap fee 
income slowed during the fourth quarter. We also experienced declines in electronic banking income, insurance 
income, and deposit account service charges compared to the third quarter. We have historically recognized a drop 
in insurance and deposit account service charge income during the fourth quarter compared to the third quarter. 
Compared to the fourth quarter of 2015 non-interest income was flat.

Non-interest expenses were up 2% in the fourth quarter compared to the prior quarter. The increase was due 
mainly to the system upgrade costs recognized in the fourth quarter compared to the prior quarter. These costs 
were mostly recognized as a data processing and software expense in professional fee line items.  FDIC insurance 
expense declined in the fourth quarter. The decrease was the result of the FDIC Insurance Fund's reserve ratio 
reaching 1.15% effective June 30. Reaching the ratio resulted in reducing FDIC insurance expense for us.

Compared to the fourth quarter of 2015, non-interest expenses were flat. Increased salary and employee benefits 
were largely due to incentive compensation which is directly tied to corporate earnings and performance. 



Professional fees and data processing and software expense were higher because of the system upgrade costs 
incurred in the fourth quarter of 2016. These increases offset reductions in other non-interest expense -- FDIC 
insurance, net occupancy and equipment and marketing expenses.

As expected, we generated positive operating leverage for full year of 2016. The fourth quarter of 2016 was our 
sixth consecutive quarter of generating year-over-year positive operating leverage.

During the fourth quarter of 2016 the efficiency ratio was 66.9% compared to 64.3% in the third quarter and 67.9% 
in the fourth quarter of 2015. For the full year of 2016 the efficiency ratio was 65.1%, a decrease from 75.5% for 
2015. The decline during 2016 was largely due to the costs associated with the NB&T acquisition completed in 
2015.

The efficiency ratio adjusted for non-core items was 64.8% in the fourth quarter of 2016 compared to 63.3% in the 
linked quarter and 64.7% in the fourth quarter of 2015. Over the past eight quarters full-time-equivalent employees 
have decreased from 847 to 782. For 2016 the efficiency ratio adjusted for non-core charges was 64.3% compared 
to 67.5% in 2015.

On December 30, 2016 we closed the two branches that we discussed during the call last quarter. At the end of the 
first quarter we will close four additional branches and convert one of those into an insurance facility. For the most 
part these locations are relatively close to other branches and we expect minimal impact to customers. We 
continually evaluate our branch structure in an effort to optimize our efficiency.

I will now turn the call over to John to provide additional details around net interest income and margin and non-
interest income, the balance sheet, and capital activities. 

John Rogers: 

Thanks, Chuck.

During the fourth quarter net interest income grew 2% and was up 7% for the full year. Compared to the fourth 
quarter of 2015 net interest income increased 3%. Loan growth during the year has been the main driver of our 
higher net interest income. Average loan balances increased $50 million, or 2%, in the fourth quarter compared to 
the third quarter and were up approximately $180 million, or 9%, compared to the full year of 2015. 

Net interest margin remained fairly stable and was flat compared to the third quarter of 2016, while it declined only 2 
basis points from the fourth quarter of 2015. For the full year of 2016 it expanded 1 basis point compared to 2015.  
Our ability to grow net interest income and maintain net interest margin during the year was the result of sustained 
shift in the mix on the balance sheet for both assets and liabilities coupled with restructuring of certain borrowings 
during the second quarter of 2016. 

The increase in interest rates by the Federal Reserve in December is expected to provide an additional $0.02 to 
$0.03 increase in EPS for the full year of 2017. 

Accretion income, net of net amortization expense from acquisitions, increased to $874,000 during the fourth 
quarter, adding 11 basis points to net interest margin compared to $801,000 and 10 basis points in the third quarter. 
The increase during the fourth quarter compared to the third quarter was mainly due to payoffs in the commercial 
loan portfolio and the related discounts associated with those loans which is recorded as additional income.

For the full year accretion income added 11 basis points to net interest margin and was $3.5 million compared to 
$4.8 million and 17 basis points in 2015. As expected, we continue to see liquidations in these portfolios, which 
causes some variability in the amount of income recorded on a quarterly basis. 

Non-interest income declined to 31% of total revenue for the fourth quarter and was 33% of total revenue for 2016. 
We have continued to see declines in this ratio as growth in net interest income due to loan growth is out-pacing 
growth in non-interest income.

During the fourth quarter non-interest income declined 11%. We have had a lot of success during the year with our 
commercial loan swap fee income, especially in the third quarter. However, we anticipated that the fourth quarter 
would not keep pace with the prior quarter.  During the fourth quarter insurance income and deposit account service 



charges decreased. The decline in deposit account service charges was primarily driven by certain account service 
charges that were granted to customers during the system upgrade, as previously mentioned by Chuck. Electronic 
banking income was impacted by third-party annual volume incentive revenue that was received in the third quarter. 

Compared to the fourth quarter of 2015 non-interest income was flat. Trust investment income increased 10% while 
bank-owned life insurance income almost tripled. These increases were offset by lower commercial loan swap fee 
income, other non-interest income, and deposit account service charges.

For the year, non-interest income grew 8% with notable increases in most categories.  Electronic banking income 
and trust investment income increased significantly, which was due to higher consumer customer activity and sales, 
coupled with the recognition of a full year of the NB&T acquisition. Bank-owned life insurance income more than 
doubled during 2016, due to additional investments made during the second quarter. Commercial loan swap fee 
income was up compared to the full year 2015, given the increased likelihood of rates rising in future periods.

The investment securities portfolio continued to comprise 25% of total assets at December 31, 2016. Overall, the 
portfolio grew 2% from September 30, 2016. The growth was mostly from purchases out-pacing principal pay-
downs and the decline in the market value of the portfolio due to rising rates. The investment securities yield 
increased slightly compared to the prior quarter, but was down only 4 basis points for the year compared to 2015.

Period-end core deposits, which exclude $401 million of CDs, decreased $43 million from the linked quarter. Most 
of the reduction was from declines in governmental deposits, which is a seasonal occurrence. We typically see 
governmental deposits increase in the first quarter. Compared to the prior year, core deposits increased 3%, or $56 
million. Non-interest-bearing deposits remained at 29% of total deposits at December 31, 2016, which was the 
same as the prior-quarter end.

During the fourth quarter our short-term FHLB borrowings increased $140 million as loan growth outpaced deposit 
growth. We've been able to reduce our overnight borrowing position in the first quarter through the addition of $50 
million for shorter-duration term FHLB borrowings.

Our capital position remained strong, although we had a slight decline from the third quarter. The decline was 
mostly due to decreases in the market value of investment securities.  Our tangible asset ratio declined to 8.8%, a 
33-basis-point decrease compared to the third quarter, but still 11 basis points higher than last year. 

Our tangible book value per share was $15.89 at December 31, 2016, a decrease from the prior quarter and an 8% 
improvement over the prior year.

We continue to maintain regulatory capital level higher than well-capitalized status.  Our capital ratios have declined 
from September 30, 2016, mainly due to an increase in our net risk-weighted assets, mainly from loan growth. At 
December 31, 2016 our common equity Tier 1 capital ratio was 12.84%. Our Tier 1 capital ratio was 13.13%. And 
our total risk-based capital ratio was 14.04%.

As our capital position strengthens from improved earnings, we are continually evaluating methods of effectively 
deploying excess capital. As our stock price has increased, our appetite to repurchase shares has diminished.  As 
Chuck mentioned, earlier this morning we were pleased to announce another increase to our dividend rate, which is 
now at $0.20 per share and a 33% increase over a year ago. We will continue to monitor our dividend rate quarterly 
and are targeting a 40% to 50% dividend payout ratio based upon our capital position. This is an increase from our 
prior benchmark of 32.5% to 42.5%.

I will now turn the call back to Chuck for his final comments.

Chuck Sulerzyski: 

Thanks, John. 

On Monday we announced that Dan McGill, our Chief Commercial Banking Officer, will retire at the end of March. 
Dan has been leading the commercial banking business line since he joined us in 2009. Dan has played an 
important role in our success and growth and we wish him well in his retirement. We have also announced his 
replacement, Doug Wyatt, who joined us in April of 2016 and has been serving as Executive Vice President - 



Commercial Banking. We feel that Doug's experience and leadership will facilitate the continued success in our 
commercial banking business line and ensure a smooth transition.

As mentioned earlier, we recently completed our system upgrade and our associates and clients have been using 
the new system for a couple of months. We had minimal disruption to our clients and have been getting positive 
feedback from them about the new system's capabilities.

While the system upgrade has been a time-consuming endeavor, we now have increased system capacity and 
capability for expansion. We now have the ability to provide an even better service to our current customers while 
we remain focused on growing our business.  This project sidelined our ability to execute bank acquisitions during 
2016. However, in 2017 we expect to give greater consideration to a bank acquisition than we did in 2016.

When I look at 2016 I see several accomplishments in our organization. We reported record earnings in 2016 with 
net income of $31.2 million. Additionally, we have been able to: 

• successfully  control expenses, 
• generate quality  loan growth, 
• increase net interest margin by 1 basis point, 
• grow fee income by 10% compared to 2015, and 
• effectively manage our credit costs and quality with only 9 basis points of net charge-offs for the year.

With the closing of 2016 I think it's appropriate to review some five-year trends that have been purposefully 
pursued: 

• The period-end non-interest-bearing deposits have increased to 29% of total deposits at December 31, 
2016 from 18% of total deposits at December 31, 2011. 

• Our loan portfolio has become more balanced. Period-end consumer loans have increased to 44% of total 
loans versus 38% five years ago.

• Period-end commercial real estate loans have decreased to 66% of commercial loans and 38% of total 
loans. Five years ago CRE's represented 75% of commercial loans and 47% of total loans. As a percent of 
total stockholders' equity, CRE was 191% at December 31, 2016 versus 213% five years ago.

• Period-end commercial and industrial loans increased 20% in 2016 and now represent 34% of commercial 
loans, up from 25% five years ago. 

• Net interest margin expanded to 3.54% from 3.43% five years ago.
• The efficiency ratio has improved to 65% compared to 69% five years ago.
• Our stock price more than doubled and was $32.46 at December 31, 2016 compared to $14.81 at 

December 31, 2011. 
• Finally, our market capitalization has increased to $591 million at December 31, 2016 from $156 million on 

December 31, 2011.

We believe continued emphasis on low-cost deposits and appropriate portfolio management will lead to meaningful 
shareholder benefits. 

During 2017 we expect to achieve: 
• point-to-point loan growth of 5% to 7%. 
• We expect higher credit costs as we do not expect to continue with single-digit net charge-off rates. 
• We believe net interest margin will decline slightly and we will be in the 3.45% to 3.50% range.
• Our fee-based revenue growth is expected to be between 4% and 6%. 
• We plan to generate positive operating leverage for the full year of 2017. We expect the reported expense 

growth to be in the low-single digits. We are targeting an efficiency ratio of 62% to 64%. 

These expectations are consistent with our prior guidance for 2017. 

We are committed to building long-term shareholder value and we are pleased with the recent increase in our stock 
price, as well as our ability to increase the dividend. We are pleased with the improvement in our performance 
during 2016 and have better positioned ourselves to generate the returns expected by our shareholders.

While we are all unsure about what regulatory and market impacts and new leadership in Washington, DC may 
bring, we believe we can actively manage our own position and react to those changes accordingly.



This concludes our commentary and we will open the call for questions. Once again, this is Chuck Sulerzyski and 
joining me for the Q&A session is John Rogers, Chief Financial Officer. I will now turn the call back to the hands of 
our call facilitator. 

Questions & Answers

Operator:  Thank you. We will now begin the question-and-answer session. (Operator Instructions) Scott Siefers; 
Sandler O'Neill.

Scott Siefers: Appreciate the guidance for 2017. Just a couple of question, first on fees. I know there were sort of 
some aberrations in the fourth quarter. Just curious basically when you sort of wade through the noise, how the 
underlying trends felt to you, Chuck, versus what you might have anticipated. And then if you could just sort of go 
through in the expectations for 4% to 6% fee growth in 2016 what do you see as the main drivers.

Chuck Sulerzyski: Sure. Our fee growth obviously went down. We did have the core conversion. We waived some 
fees. We had extraordinary swap income in the third quarter. We didn't see as much of that in the fourth quarter. I 
think we may see a little bit more of it in the first quarter.

So all total, I think that you're not going to see the first, second quarter be as abnormal or down as the first quarter 
was. When we talk about 4% to 6% fee income growth, we for multiple years now have had double-digit growth in 
our investment businesses. We expect that to continue. You'll see growth in the insurance business so we expect to 
see more swap income. I think we have the possibility potentially for more mortgage income than we've had in the 
past and just kind of across the board, the electronic banking fees that we see, is how I would see it.

Scott Siefers: Okay. All right, that's perfect. Thank you. And then just so I'm clear on the guidance for both fees and 
expenses, are those all off the reported numbers for full-year 2016, so specifically the fee income of 4% to 6% 
growth off the $51.1 million in 2016 and then expenses growth off of $106.9 million?

Chuck Sulerzyski:  Yes.

John Rogers:  Yes.

Scott Siefers: Okay, perfect. Thank you very much.

Operator: Kevin Fitzsimmons; Hovde Group.

Kevin Fitzsimmons: Was just wondering. You've said for a couple quarters now, Chuck, about the indirect auto 
probably continuing to grow but at a slower pace. What kind of slowdown are you expecting in that space? It's been 
very strong. Are we expecting it just to ratchet down a little or to be cut in half, the pace of growth --

Chuck Sulerzyski: Oh, no, no, no. We will continue doing what it is that we are doing, which is basically getting a 
little bit more penetration across our footprint and getting deeper business with the dealers. But as a percentage 
growth, the percentage growth will begin to slow because the denominator is getting bigger.

You know, you bring up indirect and we're just very excited about the growth that we've had. In the fourth quarter 
our average FICO score was 735, which is the best that we've had. And for the year we averaged 725, where that's 
up from 695 four years ago. And it's kind of headed in the right direction.

So we're comfortable with the volume. We're comfortable with where it fits in our portfolio. And we think the dollars 
will continue to grow.

Kevin Fitzsimmons: Okay. So it's really not about you guys downshifting. It's more about it's just getting bigger --

Chuck Sulerzyski: Yes.

Kevin Fitzsimmons: -- and growing less as a bigger piece. Okay.

John Rogers: The percentage of growth will continue to decline a little bit.



Kevin Fitzsimmons: Got it. Just if I could ask -- appreciate the comments on acquisitions being something you may 
focus more on in 2017 than 2016. If you can just remind us what your appetite would be in terms of in an ideal world 
what kind of geography, what kind of size bank you would look at. And then maybe if you could touch on non-banks 
as well. I know that's an area you've continued to look at. Thanks.

Chuck Sulerzyski: Yes, we continue to look at things that will round out our insurance business on the non-bank 
side. I'll start there first. I think you'll see some minor deals being done in the upcoming months. Anything that gives 
us more geographic coverage in the things that we do we would be excited about in both insurance and 
investments. And things that add to our capabilities excite us also. The insurance business in particular, meaningful 
business.

In terms of bank acquisitions, the ideal situation would be something in market where we'd have the cost takeout 
and the market share gain, or, secondary to that, adjacent markets. Probably the only market expansion that I think 
we'd be up for considering would be going to Louisville. There's a lot of opportunities there. We think it's a good, 
strong market. But obviously there'd be a lot of competitors for deals there as kind of witnessed in some of the 
recent transactions.

John Rogers: Yes. And I'd add, Kevin, on size, our preference probably is $0.5 billion to $1 billion. But following our 
core conversion our preference still probably is to do something on the smaller end initially. But you can't always 
dictate exactly what you do. You're subject to what the market gives you from that perspective.

Kevin Fitzsimmons: Is there a certain amount of time you want to get past that systems conversion before you think 
about doing something? Is it six months, a year?

Chuck Sulerzyski: No, I think we're fine to go now. I'm not saying that we're going to do anything, but in terms of 
where we are with that system conversion, there's nothing in it that would prevent us from doing a deal if we had 
the right opportunity today.

Kevin Fitzsimmons: And, Chuck, just post-election with this surge we've seen in stock prices, what's your sense on 
does that make it more likely that there will be sellers? Does it make it less likely? We've heard for years the 
rationale for M&A was that it's such an awful environment that sellers were going to look to get out and throw in the 
towel. Is it possible that some are going to say: Well, everything's great. Rates are going up and we're getting more 
of a spread and we'll stay in.  What's your sense?

Chuck Sulerzyski: Well, I think the fundamentals on the economy may change. But we certainly aren't seeing any 
great change. I mean, I think the GDP number came out today, back to the modest growth numbers that we were 
seeing. It's still pretty tough to grow revenue. And I think for a lot of smaller banks getting sustained long-term 
positive operating leverage is pretty much a challenge.

So I don't think, particularly for smaller banks that are maybe not publicly traded or don't have much float that aren't 
taking advantage of this uptick, I think they've got to look at trading into a more robust currency. So I don't think 
much will change. It's still an emotional item, trying to figure out whether to sell, whether to go along. So I think if I 
had to guess you'll see a slight uptick in the number of deals in 2017 versus 2016, but not a great uptick in the 
number of deals.

Kevin Fitzsimmons: Great. Thanks.

Operator: Michael Perito; KBW.

Michael Perito: I apologize if I missed anything. I've had a few calls that all happened to happen at the exact same 
time. But wanted to touch on the margin guidance. I think it was 3.45% to 3.50% was the range that you provided. 
Curious if you can give any color on kind of what the interest rate backdrop that you're assuming is behind that, and 
maybe just an updated comment to start the new year here on just reaction, how you feel you're positioned for 
higher rates.

John Rogers: Yes. I think in that guidance we assumed one rate increase in the middle of the year. So if there's 
additional increases that would be somewhat beneficial to us. I do think we are just slightly asset sensitive. We've 
been that way for a while now, and might look at that a little bit as we move forward. But there is some benefit, like I 



mentioned, in the guidance, $0.02 to $0.03 for the one that was in December. And that's kind of where we're 
positioned at this point in time.

Michael Perito: Okay. And as you piece through all the guidance you kind of get to a certain number. But, Chuck, 
curious what your thoughts are as we look at the profitability profile of the Bank, which obviously improved 
dramatically in 2016, back to levels more similar with 2013, 2014 on the ROA and ROTCE. Any kind of thoughts as 
M&A seems to be coming back into the cycle here for you, is the hope to expand that organically and then M&A 
could be juice on top of that? Any kind of thoughts on longer-term targets that you think are realistic?

Chuck Sulerzyski: Well, in terms of targets that are realistic, you don't mean institutions I'm assuming, but --

Michael Perito:  No, profitability targets. I'm sorry.

Chuck Sulerzyski: No. I mean, we're pretty excited about where we are. Six quarters in a row of positive operating 
leverage is good. You heard that we're saying low-single digit expense growth. And we've been growing our 
revenues organically over the last few years, you know, 7%, 8%. And if we can continue to do that we're going to 
continue to move up from an ROA standpoint and continue to deliver better earnings for the shareholder. 

So we're enthusiastic about what it is that we can do. We continue -- 10% annualized loan growth in the fourth 
quarter was pretty sweet. We feel good with where we are right now at the end of January with what we're seeing in 
the loan portfolio. So I would say that we're optimistic.

Michael Perito: Okay. Great. Thank you. I think actually that's all the questions I had. Appreciate the time. Thank 
you.

Operator: (Operator Instructions) Daniel Cardenas; Raymond James.

Daniel Cardenas: Just a quick question here.  Given the loan growth that we saw in the fourth quarter, and given 
your guidance of 5% to 7% for 2017, could your local economy support growth beyond that range that you've given 
us for 2017? 

Chuck Sulerzyski: Well, I don't think the environment is really changing. I think that ours is about taking the 
business away from the guy across the street. So we've been growing that loan portfolio in that high double-digit 
and occasionally low single-digit area for 4 years now. And it's certainly not in the growth in what's in our footprint. 
It's from taking the business away from the guy across the street. And that's kind of what we're about. We don't 
expect that to change. 

If the consumer gets more enthusiastic, we see some wage growth, consumers controlling 70%, 68% of the 
economy, yes, the economy could begin to pick up and we would love that. But we are prepared if that does not 
happen. We're not -- if we get some wind in our sails, wind at our back, that's only icing on the cake from our 
perspective.

Daniel Cardenas: Okay. Good. And then, geographically is there any one area that you expect to see more loan 
growth coming out of?

Chuck Sulerzyski: You know, we've been pretty fortunate. We've done well up in the Northeast recently in the Akron/
Cleveland area. A little market disruption with Huntington and FirstMerit -- we've added some talent. We've had 
some major wins in the southwestern portion of Ohio, some consistent good performance in our core West Virginia, 
Ohio, Southeast Ohio market. So it's been more balanced. Some years it hasn't been. Some years we've had five 
of our markets be relatively lackluster and one booming. That's not the case. It's been pretty consistent.

Daniel Cardenas: Okay. And then just kind of jumping to credit quality quickly, what are your watch list trends 
looking like right now? And maybe some quick comments on how good of a predictive indicator your 30-to-89-day 
past-due levels have been.

Chuck Sulerzyski: I'll just make some general comments about the credit quality. Our NPAs have ticked up for four 
quarters in a row. I actually thought that would be the first question you guys asked. But it's only $25 million. 



When we look at that NPA slug, a third of it is one credit, which we've talked about previously, the nursing home, the 
little group of three nursing homes. When we first started talking about that with you, the census for that was in the 
kind of mid-to-high 50s. Today the census for those nursing homes are in the 80s, one of them is at 90, and 
continue to increase. So it's cash flowing today. We hope in the first or second quarter that we get a government 
guarantee on that credit, SBA or HUD, and that will help us. If that does not occur, we anticipate that credit selling in 
the calendar year and we do not expect to have a loss on that of any significance.

If we look at the remaining $17 million of the NPAs, it's extremely granular. Very few of them are north of $1 million. 
We expect to be able to get out about $7 million to $10 million of that during the year. And we think that you'll see 
some of that in the first quarter. We think you'll see more of it in Q3, 4, and -- Q2, 3, and 4. I almost gave you a fifth 
quarter.  

None of that -- we're not aware of anything that's heading that way, but there always will be things that are heading 
that way. But right now we're not aware of anything. So even though our trend is not pretty, from an absolute 
standpoint it's fine. 

You talked about the delinquencies. I think those numbers are reasonable. I think that in terms of total criticized 
loans we are optimistic that we will see those numbers move down meaningfully in the first half of the year. We 
have a couple of big relationships that are either going to move out of criticize because of improved performance or 
move out of criticized because they're going to take the business elsewhere.

So we believe that in the fourth quarter -- when we're doing this call next year at this time we believe our credit 
statistics will be meaningfully better.

Daniel Cardenas:  Great. All right, thanks. Good quarter.

Operator: Scott Siefers; Sandler O'Neill.

Scott Siefers: Just trying to square the margin guidance. I know it's the same thing that you had said last quarter, 
but just given that you're up at a 3.54% currently, the core of 3.43% should be advancing, presumably. And you're 
getting still kind of low double-digits accretion from purchase accounting benefits. What would be sort of the 
trajectory of the margins that you're expecting? Why wouldn't the margin on a reported basis come in even higher 
than the top end of the range for the full year 2017?

Chuck Sulerzyski: Well, we would certainly welcome that. And I would say that looks more like a possibility each 
passing day. But I would say in general we'd like to under-promise and over-deliver.  John, I don't know if you want 
to --?

John Rogers: Yes. I mean, Scott, we had 11 basis points of accretion helped us. It was 17, I think, the prior year. I'd 
expect that to be lower next year and that would continue to come down probably more into the high single-digits 
range. So that will drop somewhat there. And perhaps we're being a tad bit conservative, but we think it will still take 
time to -- we'll still be hurt a little bit on the investment securities. We only have so much that matures to kind of buy 
into these rates. We still have some higher-rate securities out there that will be maturing.  

So maybe a little bit at the higher end of that range, maybe more practical or possible, but as we saw it as we pulled 
everything together and that's where we were at.

Scott Siefers: Okay. All right. That makes sense. Thanks a lot for taking the follow-up.

Operator: Michael Perito; KBW.

Michael Perito: Thanks for taking the follow-up. Chuck, just one quickly -- the dividend raised to $0.20, pretty 
material. Obviously this past year was pretty active. You raised the dividend on a couple of separate occasions. Just 
as we kind of think about the capital return it sounds like M&A is obviously more in focus than it's been. Is this 
dividend kind of -- I guess how should we be thinking about further dividend increases? And what is the Board's 
latest kind of overall view of the dividend policy and the kind of targets that they're setting?

Chuck Sulerzyski: The target that we're setting is a payout ratio in the 40% to 50% range. And that's a little higher 
than where we were. I think we were at 32.5% to 42.5% most recently. If you go back a few years ago we were 



saying 25% to 40%. Some of that reflects the capital levels that we have. So some of that reflects some interest -- 
you know, some investors. I don't see us increasing our dividend payout ratio higher than it is at this point in time. 
And obviously increasing the dividend is going to come out of increasing earnings. And we're pretty confident that 
we can drive the earnings.

John, anything you want to add to that?

John Rogers: Yes. I think we did some capital planning later in the year and looked at where we were headed and 
looked at peer groups, et cetera, and kind of their payout ratios and what we've done in the past. So I think there 
were some comments on the call that our numbers were kind of turning back to 2013, 2014. And we looked back to 
where our payout ratios were a number of years ago. And we think that the 40% to 50% range makes sense. The 
payout on reported earnings is at the higher end of that range. But, if you back out the one-time items and noncore 
items, we're kind of in the middle of that range today.

So we think it makes sense. And we don't expect to make less. We expect to make more. So we think it's a 
reasonable point at this point in time to be at.

Daniel Cardenas: All right, great. Thank you.

Operator: At this time there are no further questions. Sir, do you have any closing remarks?

Chuck Sulerzyski: Yes. I want to thank everyone for participating. Please remember that our earnings release and a 
webcast of this call will be archived on peoplesbancorp.com under the Investor Relations section. Thanks for your 
time and have a good day and a nice weekend.

Operator: The conference has now concluded. Thank you for attending today's presentation. You may now 
disconnect.
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