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Bank Merger Deals Hit $52B - How Will
Community Banks Fare?

®»

Summary: The pace of bank M&A this year has been high with 19 deals worth
almost $12.5B in September alone. Community banks have been on both sides of
the table in M&A activity this year. Here are the latest bank merger numbers along
with some of the reasons to merge and the results of this continuing consolidation
of community banks.

As we kick off December today, we note that it is also National Pie Day. Obviously apple pie is the American
favorite with 19%, then pumpkin (13%), pecan (12%), banana cream (10%), and cherry (9%). Ninety percent of
Americans say that enjoying a slice of pie is one of life's simple pleasures. Enjoying pie is definitely a nice
break from the otherwise hectic pace of the holidays.

The pace of the holidays is not the only thing that bankers have to keep up with these days. The pace of bank
mergers has picked up this year and is headed toward a record, with lots of action among community banks. If
you're not looking to buy another community bank, there’'s a good chance someone’s looking to buy yours.
Deals are popping up everywhere and it’'s shaping up as a potential record year for bank mergers. Here are the
latest highlights of bank M&A.

Deal prices and pace are high

M&A deal value in September was $12.46B with 19 deals reported. This brought the announced deals YTD to
almost $52B. At this time last year, there were just $27.8B in deals.

The pace of mergers shows no sign of letting up, even as prices rise. Through September, the median deal
value-to-tangible-common-equity for 2021 rose to 152.5% from 134.8% for all of 2020. There are deals at just
about every price point, although in terms of the number of deals, the most action is among community banks.

Strong banks buying competitors

Indeed, several studies of community bank mergers have found that basic economics have been and continue
to be the drivers of the urge to merge. Community banks with good performance numbers tend to swallow
neighbors who have somewhat weaker performance. The acquired bank is paid a premium, made possible by
the strength of the acquiring bank. This helps some smaller banks that are finding it more difficult to compete,
particularly when technology advances and digital solutions are being rolled out at a rapid pace by larger
banks and new digital banking service competitors. The merger also allows the acquirer to expand in and
around an existing footprint. It seems like a win-win.

Fewer community banks
Yet, the consolidation trend continues the relentless contraction of the community bank business. The FDIC

Quarterly Report noted that in Q2 of this year, 27 community banks merged, but only two new community
banks were formed. The total number of community banks declined to 4,490, less than half the number that
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existed in 1997. As the pace of mergers continues and new bank formation lags, the total number of
community banks is likely to continue falling.

Local businesses suffer most

Concerns continue about the effects of continuing consolidation on local communities, specifically small
businesses. A Harvard Kennedy School study reports that 77% of agricultural loans and 50% of small business
loans are covered by community banks. As the number of banks declines in various communities, so will credit
access for many. Already, it has been determined that “one-third of rural counties do not have a local bank, up
from about 14 percent in 1995," according to the Institute for Local Self-Reliance.

The situation is a tough one. Community banks are faced with increasing competition from both big banks and
technology companies. Looking to thrive or just survive, community banks need to partner, merge, or expand.
The best way to do that will depend on the bank, its strategic plan, and the community. But, the more
consolidations that take place, the harder these decisions will be to make.

BID READERS: CALLING ALL STORYTELLERS!

In our October 8th BID, we shared how some community financial institutions use storytelling to connect with
customers as they provide information on their products and services. Do you use storytelling? Would you be
willing to share one with us? We are planning a special BID issue to share our readers’ stories. Send your
stories to steve.brown@pcbb.com by December 1. We would love to hear from you!

ECONOMY & RATES

Rates As Of: 12/01/2021 08:20AM (GMT-0700)

Treasury Yields MTD Chg YTD Chg
3M 0.05 0.00 -0.04
6M 0.10 0.03 0.01
1Y 0.26 0.01 0.15
2Y 0.61 0.03 0.48
5Y 1.22 0.05 0.85
10Y 1.50 0.04 0.57
30Y 1.84 0.04 0.19

FF Market FF Disc 10RB
0.07 0.25 0.15

SOFR Prime OBER
0.05 3.25 0.07

Copyright 2021 PCBB. Information contained herein is based on sources we believe to be reliable, but its accuracy is not guaranteed.
Customers should rely on their own outside counsel or accounting firm to address specific circumstances. This document cannot be
reproduced or redistributed outside of your institution without the written consent of PCBB.
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