
 

 

February 6, 2026 
 
 
Dear Fellow Shareholder: 
 
Over the past several years, the Paragon team has worked diligently to position the bank for 
increased profitability and growth. In previous letters to you, we have commented on how 
those moves have propelled improved performance. We are proud to say that our efforts 
continue to be rewarded - this time, with a record fourth-quarter and full-year net income.   
This performance was primarily driven by core deposit growth, an improved net interest 
margin, and increased fee generation. We are pleased to report that net income for 2025 
was $7.8 million, a 66% increase over the prior year. For the year, return on equity was 
12.10%, while return on assets was .91%.   
 
Additional highlights for the fourth quarter and 2025 include: 
 
Balance Sheet 

• Total loans were $805 million on December 31, 2025, an increase of $18 million, or 
2.3%, for the year. Excluding the loans that were originated or purchased and then 
sold by Paragon’s Small Business Administration (SBA) and Capital Markets 
divisions, loans increased $36.5 million, or 5.9%.  

• During 2025, total deposits decreased $15.7 million, or 2%. The decrease was the 
result of a reduction in brokered deposits of $103 million. Core deposits, which 
exclude brokered deposits, increased an impressive $86.5 million, or 14.7%.   

• Short-term borrowings, which are Federal Home Loan Bank Advances, increased 
from $23 million on December 31, 2024, to $45 million on December 31, 2025. 
During 2025, Paragon used Federal Home Loan Bank Advances when assets were 
purchased and sold so that the borrowings could be increased or paid down rapidly 
to match asset activity.  

• During 2025, Paragon’s ratio of total shareholders’ equity to total assets increased 
from 6.81% on December 31, 2024, to 7.80% on December 31, 2025.   

• As a result of net income during 2025 and a reduction in the unrealized loss on 
Paragon’s investment portfolio of $2.1 million, Paragon’s tangible book value 
increased from $13.15 per share on December 31, 2024, to $15.13 per share on 
December 31, 2025. 

 
Income Statement 

• For the sixth consecutive year, net interest income was a record for Paragon. 2025 
net interest income of $32.4 million increased $5.1 million, or 19%, over 2024.     

• For the fifth consecutive year, total revenue of $36.5 million for 2025 was also a 
record for Paragon. Total revenue increased $5.6 million, or 18%.     



• While total revenue increased 18%, total noninterest expense increased $1.3 
million, or 5.4%.  As a result, Paragon’s efficiency ratio for 2025 was 71.4%, a record 
for Paragon.   

• Paragon’s net interest margin increased from 4.02% during the third quarter to 
4.13% during the fourth quarter. The net interest margin for the year was 3.98% 
compared to 3.68% for 2024. The improvement in net interest margin was primarily 
a result of a decrease in the cost of deposits and other interest-bearing liabilities 
due to the decrease in market interest rates. During the decreasing rate 
environment, Paragon was also able to reprice some lower-yielding loans that 
matured so that the decrease in the earning assets rate was minimized.     

• During 2025, noninterest income increased $479 thousand, or 13%. This increase 
was primarily a result of increases in income from Paragon’s Small Business 
Administration, mortgage, and Capital Markets businesses, all of which had double-
digit percentage increases.   

• Earnings per share for 2025 increased 65% from $1.04 in 2024 to $1.72 in 2025. 
 
Asset Quality 

• Paragon’s asset quality remains excellent as evidenced by net charge-offs to 
average total loans of less than one basis point.  

• During the fourth quarter, Paragon made a $100 thousand provision for loan losses.  
This provision was made because of loan growth. On December 31, 2025, the ratio 
of nonperforming assets to total assets was .15%, down from .17% on December 
31, 2024.   

• The ratio of the allowance to gross loans excluding government guaranteed loans 
was 1.21% on December 31, 2025, down from 1.26% on December 31, 2024, due to 
loan growth. The ratio of the allowance to nonperforming assets on December 31, 
2025, was 628%. 

 
During the fourth quarter, the American Banker, the banking industry’s daily trade 
publication, released its list of Best Banks to Work For.  For the eighth consecutive year, 
Paragon was included.  Paragon was ranked third in the United States in 2025.   
 
As we begin the new year, we believe we have strong momentum for success in 2026.  
Thank you for your ownership and for your continued confidence in Paragon. 
 
Respectfully, 
 

               
 

Robert S. Shaw, Jr.  Lewis W. Perkins, III 
President and CEO   Chief Financial Officer 


