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The bottom line is, we are not like other banks. 
In 2022, we aimed to show you how incredibly 
resilient not just American small business owners 
are, but how resilient our Live Oak Bank customers 
are. Quite simply, they are the best folks to answer 
these questions, so this year I randomly picked a 
few customers from all over the country so you can 
hear directly from them. More on that in a minute. 

The point is to show you, our shareholders, 
that our approach is different.  

How does Live Oak stack up?

Let me share some points from my close friend, 
co-founder and board member David Lucht as 
evidence of our distinction in the industry:

 • Live Oak still does more of its business in the 
“lower default” industries than a typical lender. 

 • Our geographic diversity is unmatched, avoiding 
regional disruptions. 

 • Our servicing is unmatched. Every relationship  
is examined multiple times a year. Nobody 
actually talks to these small businesses as much 
as we do. 

 • Not paying commissions for production can’t be 
over-stated as a differentiator against making 
poor loans. 

 • Finally, our philosophy of doing “collateral-light” 
loans has made us very in tune with cash flow 

To Our Shareholders, 

Looking back at last year, all I can say is wow to 
what has happened between now and then! 

Throughout 2022, inflation, rising interest rates, 
labor shortages and recession fears were the 
dominant headlines.  

Let me unpack how these events affect Live  
Oak Bank. 

We are often challenged by analysts and onlookers 
relative to the resiliency of our customers.  
 
They will ask: 

 • Your customers are the tip of the spear,  
so how are they going to weather this  
impending storm? 

 • Isn’t inflation hurting them? 

 • Interest rates are sky rocketing. How are they 
going to make their payments? 

 • Don’t they have supply chain challenges? 

 • How can they possibly attract and  
retain talent compared to larger more 
sophisticated companies? 

 • Aren’t your losses going to double or triple? 

Etc. Etc.

LETTER FROM 
THE CHAIRMAN



James S. “Chip” Mahan III
Chairman and Chief Executive Officer

I know mine and I will yield to my partner and 
President of Live Oak Bank, Huntley Garriott, and a  
few special guests to further explain our strategy  
for success. 

Last year I wanted you to get a feel for our culture 
of service by wandering around the bank and 
interviewing our folks.
 
This year I invite you to listen to those who tell our 
story the best — our customers.  
 
You can see our conversations on our website  
liveoakbank.com/annualreport2022.  

Over to Huntley for his take.

and service businesses. Asset heavy industries 
tend to do worse in recessions historically.

As David states, our model allows us to do things 
differently, so we can adjust to all the challenges 
that face our customers or our very own industry.

This is where we again can point to the fact that as 
a non-traditional bank, we have tools others don’t! 
Our uninsured deposits were about 18% of our 
deposit base at the end of 2022. On March 13,  
2023, we had approximately $4.0 billion in 
cash and available liquidity to cover uninsured 
deposits. That’s right, we had $3 available for 
every $1 in uninsured deposits. Again, our mantra 
of soundness, profitability and growth, in that 
order will never be removed from our lips. As 
there is a flight to quality, we will be first in line! 

Our team remains focused on being America’s 
small business bank by continuing the work 
we have always done since inception. 

Period.

Warren Buffet wrote his first annual epistle to 
shareholders in 1965. Almost every CEO of a public 
company has tried to emulate. 

I am not.

In the words of the indominable Clint Eastwood in 
his 1973 movie “Magnum Force,” “a man has got to 
know his limitations.”
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Despite continued pressure from inflation and 
tight labor markets, rapid interest rate increases 
and a slowing economy throughout the year, 
we ended 2022 with strong credit metrics.

Cumulative SBA 7(a) Loss Rate Since 2013

 
Credit quality is first and foremost in every loan 
we make. We focus on diving deep into our small 
business owners’ industries, understanding the 
use of proceeds, and determining whether the 
business owner has the eye of the tiger, which 
have all been hallmarks of the company since 
inception. Prioritizing safety and soundness also 
involves managing a conservative balance sheet, 
one anchored by diversification, strength and 
flexibility required to navigate economic turbulence. 

As a result of our thoughtful credit culture, over 
our history, we have enjoyed loss experience 10 
times less than the SBA industry on average.

Safety and Soundness A NOTE FROM  
HUNTLEY GARRIOTT  
President of Live Oak Bank

Successful small businesses are more 
than just open signs and smiles — 
they provide jobs for hard working 
people. They put dollars in local 
economies. They offer opportunities 
when sometimes few exist.

In recent years, these businesses have been tested.

For Small Business America, the direct impacts 
of the pandemic began to fade in 2022 but the 
second order impacts remained acute. Inflation, 
labor shortages, and rising interest rates are still 
affecting businesses across the country. In the face 
of these challenges, our small business customers 
demonstrated their resiliency, reminding us why we 
are so passionate about serving them. At Live Oak, 
we are on a mission to become America’s small 
business bank, and throughout 2022 we continued 
to make significant progress along that journey.

Core Banking 
 
Although as an industry we often try to convince 
ourselves otherwise, the banking business is, at  
its core, relatively simple. 

We exist to help our customers achieve their 
financial goals, and for the most part that means we 
make loans and gather deposits. For nearly 15 years, 
Live Oak has operated primarily as a small business 
lender with the same guiding principles: safety and 
soundness, profitability, and growth. In that order.

As we were putting the final touches on our 2022 Annual Report, the U.S. banking system underwent 
a shock unlike anything seen since the Financial Crisis of 2008/2009. The startling events remind 
us that banking is fundamentally a business of trust, and that risk management is paramount 
to operating in this industry. After spending long days and sleepless nights preparing for what 
might unfold and focusing on our customers and our teammates, we returned to this letter with a 
clearheaded lens. Fortunately, the core messages here are enduring, and the timelessness of our 
dedicated focus on our customers has always required us to maintain a strong balance sheet.
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This shift in our balance sheet strategy served us 
well, as the secondary market recoiled in 2022 from 
rapid changes in monetary policy. Our diversified 
business model, with 42% of our total loan portfolio 
government guaranteed and a stronger net interest 
margin than most, is quite unique and comforting. 

Net Interest Income Growth

The primary way to maintain a strong balance sheet 
is to generate capital through retained earnings. 
Historically, that income has been generated by 
the sale of SBA loans in the secondary market. 
Over the last five years, we have reduced the 
reliance on that gain as a percent of revenues, 
instead retaining those loans on our balance sheet 
driving significant growth in net interest income. 

Profitability

Uninsured Deposits / Total Deposits6

driver, liquidity is equally as important. We have 
always maintained a liquid balance sheet, with 
limited concentrations in deposits of any type, 
including those above the FDIC insurance limit.

Since the financial crisis, credit quality has been 
the primary driver of assessing safety within the 
banking system. Over the course of March 2023, 
however, attention quickly turned to liquidity as 
the impacts of higher interest rates and deposit 
outflow led to the failure of several large, highly 
respected banks. At Live Oak, we have consistently 
understood the criticality of liquidity, as many 
of us here were intimately involved with large 
banks that struggled during the financial crisis. 
We learned that while credit issues may be the 

$ in Millions

TIER 1 CAPITAL (A) 888

ACL AND FV MARK ON UNGUARANTEED 
LOANS AND LEASES (B) 109

TOTAL UNGUARANTEED LOANS AND LEASES7 (C) 4,596

TIER 1 CAPITAL TO UNGUARANTEED 
LOANS AND LEASES7 (A/C) 19.3%

ACL AND FV MARK TO UNGUARANTEED 
LOANS AND LEASES7 (B/C) 2.4%

TIER 1 CAPITAL + ACL AND FV MARK TO 
UNGUARANTEED LOANS AND LEASES7 (A+B/C) 21.7%

$

$

$

The Mahan Ratio: Strong Capital Position

The combination of government guarantees, 
and strong capital levels lead to a balance 
sheet that we are confident is well prepared to 
navigate an uncertain economic environment.

Government Guaranteed % of Loan Portfolio

By leveraging government guaranteed loan 
programs, primarily SBA and USDA, we have  
a much larger percentage of guaranteed loans 
on our balance sheet than other banks.
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That growth was funded primarily via our business 
savings accounts, where we committed to helping 
better serve small businesses with easy-to-use 
savings products offering a competitive market rate.

Excluding PPP
Loan Growth YoY

Growth has never been our primary goal, however. 
Treating customers with the highest level of 
service is. Growth, in many ways, is a result of
our success, and has come broadly across
the franchise, from hiring additional experienced
lenders, to launching new verticals, to selectively
following our customers up-market. Over the 
course of 2022, we provided $4 billion of capital 
to small businesses across the nation which 
drove significant growth in our loan portfolio.

Growth

Overall, the momentum in our business drove 
positive trends in our pre-provision net revenue 
(PPNR), with recurring revenue growth primarily 
through net interest income.

We also augmented our core profitability with 
approximately $150 million of gains from the sale of 
two of our financial technology portfolio companies 
last year. Those gains allowed us to accelerate 
our technology roadmap and be more selective 
in loan sales in a weaker secondary market.



Much of the industry is talking about some version 
of embedded banking. For Live Oak, that means 
the ability to deliver the full suite of our banking 
functionality through APIs to partners that serve 
small businesses. Small businesses increasingly rely 
on verticalized software to help them start, run and 
grow their operations, and we believe integrating 
banking capabilities will further support small 
businesses. This is a long game, but we are taking 
the necessary steps to ensure our relevance.

Taking our shots  
at disruption   03

We have been hard at work behind the scenes 
evolving from a small business lender to becoming 
a full-service bank for small businesses. That 
requires a robust checking account with treasury 
management capabilities. As I write this letter, 
our first customers have been onboarded onto 
our new platform, setting the stage for significant 
opportunities to better serve our customers. 

Preparing for  
the future 02

Over the course of 2022, we re-platformed our 
loan origination and servicing systems to better 
serve our small business customers while driving 
operational efficiencies across our entire lending 
life cycle.

Improving the way we 
currently do business01

Our expanded product offerings are built with 
nimbleness and modernization in mind.

Live Oak has a rich history of leveraging technology 
to better serve small businesses, driven by our 
conviction that the world, and our customers’ 
expectations, continue to evolve rapidly. While 
financial technology valuations may have corrected 
in 2022, the strategic imperative to deliver an 
elegant customer experience and leverage 
technology to improve the efficiency of our 
teammates has only increased. We generally think 
of our technology strategy in three categories:

Innovating to Better Serve 
Small Business America



Leg 3: Shareholders 

At Live Oak Bank, being a responsible corporate 
citizen has always been central to who we are. We 
understand that doesn’t stop with the individual, 
but continues to their family, and our communities 
where small businesses count on relationship-
driven banks like us. In 2022, we demonstrated 
that commitment by taking big strides in our 
corporate social responsibly (CSR) strategy. 

We expanded our Environmental, Social and 
Governance report published in the 2020 and 2021 
shareholder reports, and launched a more robust 
CSR framework that can be seen on our website at 
liveoakbank.com/csr.

We are proud of the work we have done to date, 
but we know we have further to go. Our ethos 
is firmly rooted in the belief that doing good is 
good business. We are committed to listening, 
learning, setting ambitious targets, measuring 
our progress, and sharing our results.

25% anticipate transitioning ownership of 
their company over the next five years

Staffing and pricing pressures have  
been a challenge

Customers are optimistic with 60% 
believing it is a good time to expand

Leg 2: Customers 

In an effort to better serve our customers, we 
decided to hear from them directly in our first  
Voice of the Customer survey, powered by  
Barlow & Associates.
  
Barlow Research surveyed 768 Live Oak 
lending customers across the U.S. to gather 
current viewpoints on trends in the commercial 
banking sector. Customers have access to view 
this data set and gain insight on benchmarks 
and economic sentiment within their industry. 
Overall, our customers remain steadfastly 
confident despite macro dynamics.

The “marathon, not a sprint” approach 
requires a deep commitment to our people. 
Above all else, we prioritize the well-being of 
our employees, empowering them to provide 
best-in-class service to our customers, which 
in turn benefits you, our shareholders.

Leg 1: Employees 

In 2022, we: 

 • Grew our team by almost 200, ending the year 
approaching 1,000 people 

 • Rolled out our People First framework to 
formalize how we support our teammates 
   

 • Launched an employee engagement 
survey to collect data on what we need to 
continue and what we need to improve

These internal efforts are designed to produce 
extraordinary external results. Our mantra to treat 
every customer like the only customer starts with 
our culture of taking care of our people. We support 
remote work and have employees across the nation, 
but Live Oak’s inimitable campus in Wilmington, NC, 
is the linchpin of our internal culture. Thoughtfully 
designed to be a hub for our people, the campus 
includes a fitness center, onsite medical care and 
two restaurants — all in the name of making our 
employees’ lives better, so that they can continue 
taking care of our customers. Visitors often remark 
of the “energy” that flows throughout our campus, 
a feeling of camaraderie and deep dedication.

Strong cultures don’t get there, or stay there, by 
accident. It takes a commitment by everyone 
to protect it, but it also takes intentionally 
designed programs and communication to 
ensure that culture thrives. We believe we 
are taking the right steps to ensure our highly 
differentiated culture remains as strong as ever.

Three-Legged Stool



1. Total SBA 7(a) net charge-offs (inclusive of those at fair value and historical cost) / Total SBA 7(a) originations from 2013 through Q4 2022. | 2. 
Derived from SBA guarantee payment data by assuming aggregate of all payments plus 25% (for unguaranteed portion) equate to total charge-off 
history. Source is SBA 7(a) Program data from September 30, 2022 SBA Loan Program Performance Report, includes charge-offs, guaranteed, and 
originations for the entire SBA 7(a) program. | 3. Ratios use total HFI unguaranteed loans and leases at amortized cost (inclusive of loans and leases 
at fair value and historical cost). | 4. Classified includes loans and leases rated a risk grade 6 or higher. | 5. Criticized includes loans and leases rated 
a risk grade 5. | 6. Bank Call Reports via S&P Capital IQ. Includes commercial and savings banks with total assets in excess of $1 billion and excludes 
any banks with $0 or “NA” deposits. Government guaranteed loans derived from that data by assuming reported loans and leases with a 0% and 
20% risk-weighting are government guaranteed. | 7. Represents total unguaranteed loans and leases at amortized cost (inclusive of loans and leases 
at fair value and historical cost). | 8. Excludes brokered CDs and CDARs.

M. Huntley Garriott, Jr.

As we head into 2023, despite the  
disruption in our industry, our focus  
is clear. 

We’ll continue to provide capital to small 
businesses, thoughtfully grow our unique franchise, 
maintain robust capital, credit and liquidity 
standards, and finally deliver the complete suite 
of banking services small businesses deserve. 
Through all of this we remain laser-focused on 
becoming America’s small business bank.

Service is our calling card, and by leveraging our 
great people and next-generation technology, 
we believe our market share, earnings and core 
business will continue to grow. 

At the end of the day, it is the ingenuity and 
resiliency of small business owners that we applaud. 
We are proud to serve them — they are not only 
the backbone of our nation’s economy, but they are 
truly the American Dream — and they inspire us 
every day. I encourage you to see what our intrepid 
founder, Chairman and CEO Chip Mahan, recently 
discovered when he had the opportunity to visit 
some of Live Oak’s customers. The conversations 
in his video are pretty special, just like our 
customers, and we wanted to share that with you 
to hopefully bring to life those who we serve.



75% are expanding or attempting 
to expand their business

81% have less than $5MM 
in annual sales revenue

Have 24 employees

Started their business 19 years ago

On average, Live Oak’s small business customers …

We’re thrilled to share the results from our inaugural 
Voice of the Customer study, completed by 768 
Live Oak Bank loan customers. Its objective was to 
deliver insights, industry benchmarks and candid 
advice to help small business owners define 
challenges and opportunities. The study revealed 
some fascinating and timely viewpoints on the many 
factors impacting small businesses in America.

This survey embodies our commitment to going 
above and beyond for our customers and small 
business owners across the country. We believe 
it is a valuable tool to help customers identify 
opportunities and potential challenges in 2023  
and beyond.

To download the full report, visit 
liveoakbank.com/voiceofthecustomer

2022 Survey Results

VOICE OF THE 
CUSTOMER 

Capital is just one way we invest in our customers
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Comparison of Total Return from 12/31/2017 – 12/31/2022

Russell 2000 Index
KBW Nasdaq Regional Banking Index

Live Oak Bancshares, Inc. 
Nasdaq Composite Index
Nasdaq Bank Index

$ $ $ $ $ $ 100 62 81 203 373 130Live Oak Bancshares, Inc.

100 96 130 187 227 152Nasdaq Composite Index
100 88 109 129 146 115Russell 2000 Index
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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, 2017, through December 31, 2022, with the cumulative total return of the Russell 2000 Index, the 
Nasdaq Composite Index, the KBW Nasdaq Regional Banking Index, and the Nasdaq Bank Index over the same period. The 
comparison assumes $100 was invested on December 31, 2017, in the common stock of Live Oak Bancshares, Inc., in the Russell 
2000 Index, the Nasdaq Composite Index, the KBW Nasdaq Regional Banking Index, and the Nasdaq Bank Index and assumes 
reinvestment of dividends, if any.

On December 14, 2022, we voluntarily transferred the listing of our voting common stock from The Nasdaq Stock Market LLC 
to the New York Stock Exchange under the symbol “LOB.” As a result of this transfer, we changed our broad equity market index 
from the Nasdaq Composite Index to the Russell 2000 Index and changed the published industry index from the Nasdaq Bank 
Index to the KBW Nasdaq Regional Banking Index. We believe the new indices are better comparisions to the Company as they 
represent small to mid capitalization companies and the KBW Nasdaq Regional Banking Index contains performance of U.S. 
companies that do business as regional banks or thrifts.

100 82 100 89 124 101Nasdaq Bank Index
100 81 97 85 114 103KBW Nasdaq Regional Banking Index
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All content included in this Annual Report, including graphics, logos and other materials, is the property of Live Oak Banchshares, 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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