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DEAR SHAREHOLDERS:

Although our company has roots that go all the way back to 1871, 
it is safe to say that 2014 was the most significant year in the 
history of the bank, highlighted by our mutual to stock conversion 
which took place in July. We were inspired and energized by the 
response to our stock offering from depositors and employees 
and I want to thank everyone for their support, specifically those 
individual and institutional investors who became shareholders 
subsequent to the offering. In this first ever letter to shareholders 
I also want to provide you with some perspective on just how 
much the company has changed over the past several years, 
as well as discuss some of the challenges that lie ahead as we 
continue the transformation of Blue Hills Bancorp in 2015 and 
beyond.

A BRIEF HISTORY

The Board of Directors hired me in mid-2010 as CEO and subsequently approved a change in overall 
strategy to transform the company into a diversified full-service community bank. Historically, the 
company engaged in limited banking activities. To illustrate, total assets at the end of 2009 were 
$900 million of which only $200 million were loans and virtually all were residential mortgages. On 
the funding side, 65% of all deposits at the end of 2009 were certificates of deposits so core deposit 
funding was lacking. In the initial stage of our strategy transformation, we focused on strengthening 
the senior management team and augmenting an existing staff of dedicated employees. This 
required bringing in a group of experienced and talented people to create a commercial lending 
division, reposition the retail banking area, and enhance other critical functions that are so important 
to the success of a financial services company including finance, risk management, technology 
and marketing. While these individuals got right to work establishing us in the market place and 
strengthening the bank’s processes and procedures, we simultaneously unleashed our residential 
mortgage group to increase lending activities and launched a rebranding campaign that included 
changing our name to Blue Hills Bank from Hyde Park Savings Bank. We continually look for ways 
to increase our brand awareness through distinct advertising and other marketing efforts, including 
obtaining the naming rights last year to the concert venue in the popular Seaport District in Boston, 
which is now known as the Blue Hills Bank 
Pavilion. We are also very active in the 
communities we serve through the Blue Hills 
Bank Charitable Foundation. At this point 
we have laid the groundwork for Blue Hills 
to become one of the area’s top full-service 
community banks.

It’s taken a lot of hard work on the part of all 
our employees to get us where we are today. 
Much of this entailed establishing the systems, 
policies and procedures we needed to broaden 
our business model, and it included virtually 
every business line and operations area. The 
transformation has been so significant that 
many have likened Blue Hills to a 144-year old 
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de novo bank. Assets have grown to $1.7 billion 
at the end of 2014 from $900 million five years 
earlier and the asset mix has substantially 
changed. Securities, cash and cash equivalents, 
which were approximately 70% of assets at the 
end of 2009, are now less than 30% of assets. 
The loan portfolio has grown to $1.1 billion with 
the commercial real estate and commercial 
business portfolios now comprising almost 
50% of total loans from virtually nothing at the 
end of 2009. On the commercial lending 
side, we focused our attention on the lower 
middle market segment where our lenders 
were well-known in the market place and they 
have done an outstanding job in building our 
business. On the other side of the balance 
sheet, core deposits (NOW, demand, regular savings and money market) now comprise nearly 70% 
of total deposits, double the level from five years ago. Helping with the deposit transformation was 
our January 2014 acquisition of Nantucket Bank, which gave us the #1 market share of deposits on 
Nantucket Island.

2014 – MAJOR PROGRESS MADE ON OUR TRANSFORMATION

Our list of accomplishments in 2014 was not limited to completing the mutual to stock conversion 
and the acquisition of Nantucket Bank. Our lending areas had a tremendous year as loans grew 48% 
from the end of 2013 to $1.1 billion at December 31, 2014. The overall growth included commercial real 
estate loans increasing 70% to $388 million, commercial business loans increasing 37% to $152 million, 
and residential mortgage loans increasing 26% to $460 million. The commercial lending teams we 
have assembled over the past few years have done a great job attracting customers in our primary 
market of Eastern Massachusetts. The economy in Eastern Massachusetts is strong and competition 
for commercial loan business, both from small and large banks, is intense. While this competition 
has driven down loan yields, our people have done an excellent job growing the portfolio in this 
environment while maintaining strict lending standards. On the residential lending side, we have 
significantly ramped up the business over the past few years and we originated over $200 million of 
mortgages in 2014. This is about four times 
the originations generated by the bank five 
years ago. Jumbo (nonconforming) mortgages 
represent a large part of our originations 
which is a function of the markets in which 
we operate. As part of our balance sheet 
management strategy, we sell our conforming 
mortgages and have done some bulk sales of 
jumbo loans as well.

We also made great strides in 2014 on the 
funding side and lowered our cost of funds 
significantly.  Helped greatly by the deposits 
gained in the Nantucket Bank acquisition, 
we were able to change our deposit mix for 
the better and we are much less reliant on 
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higher-yielding non-core deposits. Our deposit 
yield in 2014 was 0.56%, down significantly from 
0.81% in 2013.  In addition, noninterest bearing 
deposits almost tripled from the end of 2013 to 
$123 million at December 31, 2014. Our funding 
position was also helped by the stock offering 
as the proceeds enabled us to reduce Federal 
Home Loan Bank borrowings to $75 million at the 
end of 2014 from $215 million at the end of 2013. 
Increasing core deposits is one of our top priorities 
and in October 2014 we opened a new branch 
in Milton, Massachusetts. The branch got off to a 
very good start and by the end of 2014 had taken 
in $15 million of deposits. Our current plans call for 
the opening of one new branch per year and in 
the second half of 2015 we expect to open a new 
branch in Westwood, Massachusetts that will be part of a major retail development anchored by a 
Wegmans grocery store and other well-known merchants.  

Our reliance on investment securities for income has been greatly reduced over the past few years as a 
result of the growth of our loan portfolio. Historically, we have used professional third-party investment 
advisors to manage a significant portion of the securities portfolio, but in the fourth quarter of 2014, 
we moved the management of a sizable portion of the portfolio in-house. This was made possible by 
the management depth we have added in recent years and will generate some cost savings for us. 
Overall, we are pleased with the performance of our investment securities portfolio in 2014 as the yield 
increased to 2.73% from 2.22% in 2013 and we recognized $2.8 million of gains on the sale of securities 
in 2014.

Despite the significant growth in our loan portfolio the past few years, credit quality has remained very 
strong. Net loan chargeoffs in 2014 represented less than 0.01% of average loans and nonperforming 
assets were just 0.26% of total assets at December 31, 2014. In addition, our credit loss reserve 
coverage is solid with the reserve/loans ratio at 1.13% and the reserve/nonperforming assets ratio of 
almost 300%. As the loan portfolio matures, we will inevitably have additional nonperforming assets 
and charge-offs, but we are currently satisfied with our position and the quality of the portfolio. We are 
very focused on risk management and that includes maintaining a strong credit quality culture across 
all of our lending groups.

THE CHALLENGES AHEAD

While much has been accomplished, there is still much work to do over the next several years. The 
stock offering in July 2014 provides us with the capital for the next phase of our transformation and 
we understand that we are currently overcapitalized. Our challenge is to put the excess capital we now 
have to prudent use and all options, including dividends, share buybacks (which are prohibited until 
the second half of 2015), continued organic growth and disciplined acquisitions will be considered. 
Our current level of capital could support a much larger balance sheet than we currently have and 
we take seriously the responsibility to manage the capital wisely and in the best long-term interest of 
our shareholders. Acquisitions will be evaluated in terms of acquiring niche businesses with attractive 
returns and/or core deposits to facilitate future loan growth. As we assess our options we are open to 
looking at geographic areas outside our existing footprint should the right opportunity arise. We will 
also continue to aggressively seek deposit business from our commercial loan customers.
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A major challenge facing banks of all sizes is the interest rate environment. The Federal Reserve has 
kept interest rates low for a considerable period of time but there has been increased speculation that 
we could see the first rate hike in 2015. The yield curve is narrow by historical standards which hurts 
bank profitability. While the Fed has been keeping short-term rates low, long-term U.S. Treasury yields 
are also at historic low levels reflecting strong global demand for U.S. government bonds. We have 
maintained an asset sensitive position, and believe we are well positioned for rising rates. We were very 
happy with our asset liability management in 2014 as net interest margin improved to 2.78% from 2.21% 
in 2013. We achieved this improvement while migrating to an asset sensitive position and not materially 
extending our overall asset duration.

We knew when we began our transformation a few years ago that expense growth would run ahead of 
revenue growth for several years until our businesses matured and we attained a size that provides for 
greater economies of scale. We have made significant investments in people and ended 2014 with 202 
employees, double the number from five years ago. In addition, our expenses the past two years have 
been burdened by some sizable and unavoidable one-time costs associated with the mutual to stock 
conversion and our acquisition of Nantucket Bank. We and other community banks continue to deal 
with the high cost of regulatory compliance, which has increased since the financial crisis. To attract 
and retain a wide demographic range of depositors, we will continue to allocate investment dollars so 
that our banking products are state-of-the-art while investing what is needed to ensure that the bank 
and our customers are protected by an effective cyber-security system. Revenue has been on the rise 
but will continue to be pressured by the narrow yield curve and by competition on loan and deposit 
pricing, which should remain fierce. Our plan is to improve over time the percentage of revenue that 
comes from fee income sources and as part of that effort we are in the process of strengthening our 
competitive cash management product suite that will enable us to gain a larger share of wallet from 
our commercial loan customers and allow us to continue to attract new commercial customers.  

While we face challenges, it is also important for you to know that we are much further along than 
we expected to be at this stage of our transformation. Improving our key financial metrics such as the 
expense to revenue ratio, return on assets, and return on equity to levels consistent with more mature 
and top performing community banks will be a multi-year process. While the challenges are many, we 
feel we have the people and the resolve to meet those challenges.  

I would be remiss to not recognize with sadness two of our Directors who passed away,
Tom Menino, former Mayor of the City of Boston, and Karen O’Connell, the Director of Economic 
Development for the Town of Dedham, Massachusetts. They will be greatly missed by all of us at Blue 
Hills. In addition, I want to thank Ken D’Amato, who resigned from the Board of Directors in January, for 
his service and valued counsel over the past few years.

On behalf of everyone at Blue Hills, thank you for your support and your patience as we continue our 
transformation towards making Blue Hills one of the top community banks in the country.  

Sincerely,

William M. Parent
President and Chief Executive Officer



















































































































































































































































































Board of Directors
 
David J. Houston, Jr. 
George E. Clancy
Brian G. Leary 
Peter J. Manning    
William M. Parent
Ronald K. Perry 
David A. Powers 
Janice L. Shields
Scott Smith

Milton
480 Adams St.,
Milton, MA 02186
617.651.8591

Norwood
111 Lenox St.,
Norwood, MA 02062
781.278.0136

West Roxbury
1920 Centre St.,
West Roxbury, MA 
02132
617.325.3437

Blue Hills Bank 

Brookline
1337 Beacon St.,
Brookline, MA 02446
617.383.6670

Dedham
749 Providence Hwy,
Dedham, MA 02026
781.329.5015

Hyde Park
1196 River St.,
Hyde Park, MA 02136
617.361.6900 
 
Hyde Park
1065 Truman Pkwy,
Hyde Park, MA 02136
617.361.1450

Nantucket Bank

Main O�ce
104 Pleasant Street,
Nantucket, MA 02554
508.825.1110

Downtown O�ce
2 Orange Street,
Nantucket, MA 02554
508.825.1120

Mid-Island O�ce
1 Amelia Drive
Nantucket, MA 02554
508.825.1100 

Executive O�cers

William M. Parent – President and Chief Executive O�cer
James E. Kivlehan – Executive Vice President, Chief Financial O�cer 
Thomas E. O’Leary – Executive Vice President, Commercial Banking 
Robert M. Driscoll – Senior Vice President, Consumer & Residential Lending
Carol J. Dubé – Senior Vice President, Chief Information O�cer
Karen E. Marryat – Senior Vice President, Chief Marketing O�cer
Lauren B. Messmore – Senior Vice President, Corporate Strategy
Thomas R. Sommerfield – Senior Vice President, Chief Risk O�cer

About Us 

Blue Hills Bancorp, Inc. is the holding company for Blue Hills Bank and Nantucket Bank, a division
of Blue Hills Bank. Blue Hills Bancorp, Inc. has assets of $1.7 billion as of December 31, 2014 and 
operates 10 branch o�ces in Brookline, Dedham, Hyde Park, Milton, Nantucket, Norwood and
West Roxbury, Massachusetts.
 
Blue Hills Bank is a full service, community bank with its main o�ce in Hyde Park, MA. The bank 
provides consumer and commercial deposit and loan products to Eastern Massachusetts through
a growing branch network and eCommerce channels. 

The bank o�ers commercial and industrial and commercial real estate loans in addition to cash 
management services and commercial deposit accounts. The bank also serves consumers through
a full suite of consumer banking products including checking accounts, mortgage loans, equity
lines of credit and traditional savings and certificate of deposit accounts. The bank has invested 
substantially in online technology including online account opening and funding, online mortgage 
applications, online banking, mobile banking, bill pay and mobile deposits.

Previously known as Hyde Park Savings Bank, Blue Hills Bank has been serving area residents
for over 140 years.

Transfer Agent

Computershare, Inc.
250 Royall Street
Canton, MA 02021
800.368.5948
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