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but require an earnings allowance to offset fees 
for services. As a result, net interest margins will 
continue to suffer. In essence, it is a tough time 
for traditional banks and will continue to be.
 
Most $10 billion community banks are a blind 
pool of credit risk leveraged 10:1. Most are 
concentrated real estate plays in a geographic 
region. Once crossing the $10 billion mark, these 
banks are held hostage to regulatory burdens 
and ancient technology from the oligopoly of 
antiquated core providers. The gradual acceptance 
of cloud native, API-first solutions has given 
fledgling fintechs a competitive advantage to 
attract traditional bank customers. At Canapi 
Ventures, we have seen almost limitless capital 
from investors flow into this segment.

How is Live Oak differentiated?
 
First and foremost, our people and our culture  
— that is our distinct advantage, enabled  
by technology. 

Our next-generation technology allows us flexibility 
others are unwilling to tackle. Most banks 
consider a core conversion the combination of 
brain surgery and an open-heart transplant at 
the same time. We believe the work to convert 
is worth it and we are seeing the benefits as we 
create industry specific products. The stickiness 
of becoming the nation’s preeminent small 
business bank, as well as the lending company 
we have always been, is most exciting. 
 
Our winning hand will continue as we perfect 
both our full-service and self-service channels. 

Our 160+ lending officers typically initiate 
interactions through direct calling efforts, attending 
over 200 trade shows, gathering leads on our digital 

To Our Shareholders, 

Two years ago, in this letter, we interviewed some 
of our folks to give you an idea of our culture and 
what we are trying to build. Last year we did the 
same with our customers. This year we contemplate 
both the future of our bank and the industry in 
general by asking and answering three questions:
 
 • Where is our industry today and where  

is it going? 

 • What makes Live Oak different than  
other $10 billion asset banks? 

 • Does Live Oak have a sustainable  
competitive advantage?

  
Let’s start with the state of the  
banking business. 

Over the last couple of years two significant events 
occurred that dramatically affected how investors 
assess banks. First, the fastest rate hike cycle in U.S. 
history. Second, “March Madness” last spring, which 
led to some of the largest U.S. bank failures ever. 
 
Technology has allowed customers to shift their 
money quickly in a flight to quality and to take 
advantage of higher rates. As a result, deposit betas 
at traditional banks are at an all-time high. It never 
ceases to amaze me that our industry celebrates 
taking advantage of the deposit customer in 
an effort not to reprice their entire book of 
lower cost deposits. These customers must be 
supported by an antiquated, ridiculously expensive 
deposit gathering system — otherwise known 
as branches. In the future, I believe non-interest 
deposits will gradually disappear. Customers 
will pay a fair fee for services provided or allow 
non-interest bearing balances to accumulate 
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THE CHAIRMAN



requirements for loans under $1 million. These 
changes will allow us to go down market in a 
way never contemplated before. As the nation’s 
#1 SBA lender, our loans have averaged around 
$1.5 million over the past several years. SBA 
paperwork requirements create a loan with 
more than 100 documents. It made sense for 
us to focus on the larger loans. Now that many 
of those requirements have been reduced, 
we can profitably put dollars in the hands of 
those smaller companies seeking access to 
capital and ultimately the American Dream.
 
When we started the company 15 years ago, we 
made a loan and sold a loan. Our return on average 
assets was close to 4% and return on average 
equity was over 35%. Over time our servicing 
asset grew and our quarterly servicing asset 
revaluation wreaked havoc with quarterly earnings 
as prepayment speeds and other market factors 
jumped up and down. Five years ago, we shifted 
our model to retain more loans on book to reduce 
volatility and maximize long-term profitability.
 
In the future we plan to sell most loans under  
$1 million and have the best of both worlds. We will 
continue to add staff to our SBA teams, as well as 
the Specialty Finance and Energy & Infrastructure 
teams, and hold most of these loans on book.

Is this a sustainable competitive advantage? 

Let me close with a retrospective of our growth story.

In the last 10 years, our year-over-year loan 
origination engine has grown total assets ~25x 
from $430 million as of December 31, 2013, to $11.3 
billion as of December 31, 2023 — a cumulative 
annual growth rate of 39%, and that’s despite 
having an originate and sell model until 2018.

platform and through multiple referral sources. 
The barrier to entry to becoming a Small Business 
Administration (SBA) lender is substantial as the 
architecture of a loan must reflect all aspects of 
the SBA standard underwriting procedures. We 
will continue to aggressively hire experienced SBA 
lenders nationally as we solidify our ranking as the 
#1 SBA lender in America. Our Specialty Finance 
lending and Energy & Infrastructure groups have 
grown 29% over the last three years, and we see 
that growth continuing. These groups provide a mix 
of conventional and USDA-guaranteed loan options 
for customers. The combination of lender expertise 
and industry-leading self-service technology is 
essential to our future. Best-in-class technology 
and our extraordinary people give us a proprietary 
advantage throughout the loan closing process. 

On the full-service side, if a customer has a question 
our teams are at the ready. For deposit customers, 
the call center will answer the phone in 22 seconds 
or less. For loan customers, our Business Analyst 
Group is available for same day calls and emails. 

On the self-service side, the customer user 
interface must be clean, easy to use and 
intuitive. Both yield a competitive advantage.
 
From loans to deposits, these systems and 
interactions get better every day. The cost of 
our deposit gathering systems is 11 basis points 
compared to traditional banks at ~15x that. Last 
year, we grew business deposits 56% year-over-
year and total deposits 16% year-over-year 
while the rest of the industry remained flat. Our 
operating account fully launched in 2023, and 
we will continue to invest in next-gen, proprietary 
technologies that separate us from the competition. 
 
As we mentioned in our Q4 2023 earnings call, 
the SBA has made substantial changes to the 
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I like the hand we have been dealt. Organic growth 
in the banking business is difficult. Not being a 
serial diluter is difficult. We have accomplished  
both over the last 10 years. 

Our plan is to continue the journey, and we are  
glad to have you on it with us.

Tangible Book Value Per ShareCore Business Retained EarningsFintech Investment GeneratedCapital Markets

Equity Growth Momentum Since Inception ($ in millions)

The bottom line is this. 

We grew our capital base ~18x in 10 years ending 
December 31, 2023, with two-thirds of that growth 
coming organically through retained earnings and 
monetization of fintech investments. As a result, 
our tangible book value per share increased ~7x in 
that same period — quite a win for shareholders.

In addition to our growth, we have continued 
to diversify our business model, adding 
32 verticals to our three lending business 
units: Small Business Banking, Specialty 
Finance, and Energy & Infrastructure.
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Business Loans  |  Business Checking  |  Business Savings

Get the personalized 
service you deserve.

BEGGING FOR
YOUR BANK’S
ATTENTION?

View the full 60-second advertisement by scanning the QR code, 
or visit liveoakbank.com/annualreport2023

2023 ADVERTISING CAMPAIGN
 
At Live Oak, we remain committed to providing exceptional 
service to our deposit and loan customers. In 2023, we launched 
a campaign around this idea which was created and filmed by 
our in-house Marketing team in downtown Wilmington, NC with a 
local cast and crew. 

https://www.liveoakbank.com/annualreport2023
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Stock Performance Graph

The Stock Performance Graph set forth below compares the cumulative total stockholder return on our common stock for 
the period from December 31, 2018, through December 31, 2023, with the cumulative total return of the Russell 2000 
Index and the KBW Nasdaq Regional Banking Index over the same period. The comparison assumes $100 was invested on 
December 31, 2018, in the common stock of Live Oak Bancshares, Inc., in the Russell 2000 Index and in the KBW Nasdaq 
Regional Banking Index and assumes reinvestment of dividends, if any.
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*Live Oak Banking Company
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All content included in this Annual Report, including graphics, logos and other materials, is the property of Live Oak Bancshares, Inc., and/or its 
affiliates, or others as noted herein, and is protected by copyright and other laws. All trademarks and logos displayed in this Annual Report are the 
property of their respective owners.

IMPORTANT NOTE REGARDING FORWARD-LOOKING STATEMENTS: This report contains forward-looking statements, within the meaning of the 
Private Securities Litigation Reform Act of 1995. These statements generally relate to the Company’s financial condition, results of operations, plans, 
objectives, future performance or business. They usually can be identified by the use of forward-looking terminology, such as “believes,” “expects,” 
or “are expected to,” “plans,” “projects,” “goals,” “estimates,” “may,” “should,” “could,” “would,” “intends to,” “outlook” or “anticipates,” or variations of 
these and similar words. Forward-looking statements are based on current management expectations and, by their nature, are subject to risks and 
uncertainties. Actual results may differ materially from those contained in the forward-looking statements. Factors which may cause actual results 
to differ materially from those contained in such forward-looking statements include those identified in the company’s most recent Form 10-K and 
subsequent SEC filings.
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