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PART I

ITEM 1. Description of Business

Forward Looking Statements

This Annual Report contains certain “forward-looking statements” which may be identified by the use of words such as
“believe,” “expect,” “anticipate,” “should,” “planned,” “estimated” and “potential.”  Examples of forward-looking statements include,
but are not limited to, estimates with respect to our financial condition, results of operations and business that are
subject to various factors which could cause actual results to differ materially from these estimates and most other
statements that are not historical in nature.  These factors include, but are not limited to, general and local economic
conditions, changes in interest rates, deposit flows, demand for mortgage, and other loans, real estate values,
competition, changes in accounting principles, policies, or guidelines, changes in legislation or regulation, and other
economic, competitive, governmental, regulatory, and technological factors affecting our operations, pricing, products
and services.

Magyar Bancorp, MHC

Magyar Bancorp, MHC is the New Jersey-chartered mutual holding company of Magyar Bancorp, Inc.  Magyar
Bancorp, MHC’s only business is the ownership of 54.03% of the issued shares of common stock of Magyar Bancorp,
Inc.  So long as Magyar Bancorp, MHC exists, it will be required to own a majority of the voting stock of Magyar
Bancorp, Inc.  The executive office of Magyar Bancorp, MHC is located at 400 Somerset Street, New Brunswick,
New Jersey 08903, and its telephone number is (732) 342-7600. Magyar Bancorp, MHC is subject to comprehensive
regulation and examination by the Board of Governors of the Federal Reserve System, and the New Jersey
Department of Banking and Insurance.

Magyar Bancorp, Inc.

Magyar Bancorp, Inc. is the mid-tier stock holding company of Magyar Bank. Magyar Bancorp, Inc. is a Delaware
chartered corporation and owns 100% of the outstanding shares of common stock of Magyar Bank. Magyar Bancorp,
Inc. has not engaged in any significant business activity other than owning all of the shares of common stock of
Magyar Bank. At September 30, 2007, Magyar Bancorp, Inc. had consolidated assets of $473.2 million, total deposits
of $368.8 million and stockholders’ equity of $48.2 million. Magyar Bancorp, Inc.’s net income for the fiscal year
ended September 30, 2007 was $716,000. The executive offices of Magyar Bancorp, Inc. are located at 400 Somerset
Street, New Brunswick, New Jersey 08903, and its telephone number is (732) 342-7600. Magyar Bancorp, Inc. is
subject to comprehensive regulation and examination by the Board of Governors of the Federal Reserve System, and
the New Jersey Department of Banking and Insurance.

On January 23, 2006, Magyar Bancorp, Inc. sold 2,618,550 shares of its common stock at a price of $10.00 per share,
issued an additional 3,200,450 shares of its common stock to Magyar Bancorp, MHC, and contributed 104,742 shares
to MagyarBank Charitable Foundation.

Magyar Bank

Magyar Bank is a New Jersey-chartered savings bank headquartered in New Brunswick, New Jersey that was
originally founded in 1922 as a New Jersey building and loan association. In 1954, Magyar Bank converted to a New
Jersey savings and loan association, before converting to the New Jersey savings bank charter in 1993. We conduct
business from our main office located at 400 Somerset Street, New Brunswick, New Jersey, and our four branch
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offices located in New Brunswick, North Brunswick, South Brunswick, and Branchburg, New Jersey. The Branchburg
branch office opened September 2006 and the New Brunswick branch office opened February 2007. The telephone
number at our main office is (732) 342-7600.

1

Edgar Filing: Magyar Bancorp, Inc. - Form 10KSB

5



Table of Contents

General

Our principal business consists of attracting retail deposits from the general public in the areas surrounding our main
office in New Brunswick, New Jersey and our branch offices located in Middlesex and Somerset Counties, New
Jersey, and investing those deposits, together with funds generated from operations and wholesale funding, in
residential mortgage loans, home equity loans, home equity lines of credit, commercial real estate loans, commercial
business loans, construction loans and securities. We also originate consumer loans, primarily secured demand loans.
We originate loans primarily for our loan portfolio. However, from time to time we have sold some of our long-term
fixed-rate residential mortgage loans into the secondary market, while retaining the servicing rights for such loans.
Our revenues are derived principally from interest on loans and securities. Our investment securities consist primarily
of mortgage-backed securities and U.S. Government and Federal Agency obligations. We also generate revenues from
fees and service charges. Our primary sources of funds are deposits, borrowings and principal and interest payments
on loans and securities. We are subject to comprehensive regulation and examination by both the New Jersey
Department of Banking and Insurance and the Federal Deposit Insurance Corporation.

Market Area

We are headquartered in New Brunswick, New Jersey, and our primary deposit market area is concentrated in the
communities surrounding our headquarters branch and our branch offices located in Middlesex and Somerset
Counties, New Jersey.  Our primary lending market area is broader than our deposit market area and includes all of
New Jersey. At September 30, 2007, 43.4% of our mortgage loan portfolio consisted of loans secured by real estate
located in Middlesex and Somerset Counties in New Jersey.

The economy of our primary market area is diverse. It is largely urban and suburban with a broad economic base that
is typical for counties surrounding the New York metropolitan area. Middlesex and Somerset Counties are projected
to experience moderate population and household growth through 2010. These counties have an aging population base
with the strongest growth projected in the 55-and-older age group and $50,000 or greater household income category.

Competition

We face intense competition within our market area both in making loans and attracting deposits. Our market area has
a high concentration of financial institutions including large money center and regional banks, community banks and
credit unions. Some of our competitors offer products and services that we currently do not offer, such as trust
services and private banking. According to the Federal Deposit Insurance Corporation’s annual Summary of Deposit
report, at June 30, 2007 our market share of deposits was 1.24% and 0.13% of deposits Middlesex and
Somerset Counties, respectively.

Our competition for loans and deposits comes principally from commercial banks, savings institutions, mortgage
banking firms and credit unions. We face additional competition for deposits from short-term money market funds,
brokerage firms, mutual funds and insurance companies. Our primary focus is to build and develop profitable
customer relationships across all lines of business while maintaining our role as a community bank.

Lending Activities

We originate residential mortgage loans to purchase or refinance residential real property. Residential mortgage loans
represented $152.5 million, or 39.5% of our total loans at September 30, 2007. Historically, we have not originated a
significant number of loans for the purpose of reselling them in the secondary market. In the future, however, to help
manage interest rate risk and to increase fee income, we intend to increase our origination and sale of residential
mortgage loans. No loans were held for sale at September 30, 2007. We also originate commercial real estate,
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commercial business and construction loans. At September 30, 2007, these
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loans totaled $81.3 million, $26.6 million and $97.2 million, respectively. We also offer consumer loans, which
consist primarily of home equity lines of credit and stock-secured demand loans. At September 30, 2007, home equity
lines of credit and stock-secured demand loans totaled $12.9 million and $15.2 million, respectively.

Loan Portfolio Composition. The following table sets forth the composition of our loan portfolio by type of loan, at
the dates indicated.

At September 30,
2007 2006 2005 2004 2003

Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
(Dollars in thousands)

One-to
four-family
residential $ 152,474 39.54% $ 143,245 40.65% $ 126,269 46.64% $ 108,722 55.50% $ 107,531 61.08%
Commercial
real estate 81,275 21.08% 68,567 19.46% 57,366 21.19% 19,935 10.18% 19,354 10.99%
Construction 97,150 25.20% 90,342 25.64% 44,418 16.41% 5,526 2.82% 5,188 2.95%
Home equity
lines of
credit 12,894 3.34% 10,843 3.08% 10,398 3.84% 9,065 4.63% 7,301 4.15%
Commercial
business 26,630 6.91% 24,510 6.96% 17,413 6.43% 27,698 14.14% 9,630 5.47%
Other 15,159 3.93% 14,846 4.21% 14,862 5.49% 24,964 12.74% 27,042 15.36%
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