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Mercer Capital’s Bank Watch

Evaluating the Buyer’s Shares

Bank M&A has accelerated in 2025 with 144 announced transactions as of October
29 and looks to be set for ~175 deals this year compared to 133 last year. Other than
the smallest deals, usually consideration paid to selling shareholders consists of the
buyer's common shares or a mix of shares and cash.

Accepting the buyer’s stock raises a number of questions, most of which fall into the
genre of: what are the investment merits of the buyer’s shares? The answer may not
be obvious even when the buyer’s shares are actively traded.

Our experience is that some, if not most, members of a board weighing an acquisition
proposal do not have the background to thoroughly evaluate the buyer’s shares. Even
when financial advisors are involved, there still may not be a thorough vetting of the
buyer’s shares because there is too much focus on “price” instead of, or in addition to,
“value”

Key questions to ask about the buyer’s shares include:

» Liquidity of the Shares. What is the capacity to sell the shares issued in the
merger? SEC registration and NASDAQ and NYSE listings do not guarantee
that large blocks can be liquidated efficiently.

» Institutional Ownership and Index Membership. Is there much institutional
ownership and what is the weighting of the buyer’s shares in various indices?
Liquidity tends to improve with greater institutional ownership and index
weighting.

» Profitability and Compounding. The banking model is predicated upon
leveraging capital to produce shareholder returns (i.e., ROE and ROTE). Is
ROE/ROTE competitive vs. peers through time? How is it generated (e.g.,
efficiency or parent company leverage)? Can the acquirer be described as a
“compounder” of capital?

» Capital Management. How is capital allocated among reinvestment, dividends,
share repurchases and M&A?

» Reported vs. Core Earnings. What is the quality of earnings as discerned by
a comparison of reported vs. core earnings over a multi-year period (e.g., the
last five years and five quarters)?

» TBVPS Dilution. What is the projected dilution to tangible BVPS at closing and
how long to recoup it from less certain EPS accretion once expense saves are
realized?

» Seller Pro Forma Perspective. What is the pro forma impact to tangible BVPS,
EPS and DPS from the perspective of selling shareholders?

» Analyst Estimates. If the buyer is publicly traded and has analyst coverage,
how do the budget and management’s formal or informal projections for the
next couple of years compare with the Street’s consensus?

» Valuation. How does the current valuation (P/E and P/TBV) compare to current
peers and what has the valuation range been in absolute terms and compared
to peers over the past decade?

» Share Performance. How have the shares performed compared to peers and
relevant indices over multi-year holding periods and how have changes in
valuation impacted the performance?

» Pro Forma Capital. Will the buyer have ample regulatory capital, and is the
parent company capital structure overly-levered and/or complex?

The list does not encompass every question, but it illustrates that a liquid market
for a buyer’s shares does not necessarily answer questions about value, growth
potential and risk profile. We at Mercer Capital have extensive experience in valuing
and evaluating the shares (and debt) of financial service companies garnered from
over four decades of business.
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The New Frontier Of Consumer Credit: Banks vs. Fintechs

Over the past three decades, community and regional banks have scaled back
consumer lending while large banks and specialty finance companies have captured
significant market share through economies of scale and robust origination platforms.
Firms like American Express (NYSE:AXP), Capital One (NYSE:COF), Synchrony
Financial (NYSE:SYF), and Ally Financial (NYSE:ALLY) leverage FDIC-insured
deposit funding to power their lending operations. Most of these players, along with
acquired entities like Discover Financial, operate at the intersection of payments and
credit. Visa (NYSE:V) and Mastercard (NYSE:MC) are important payment partners to
traditional banks, however.

Since the GFC ended in 2009, fintech has transformed consumer credit and payments,
intensifying competition for banks and expanding credit access, particularly for
subprime and near-prime borrowers. Fintech lenders such as OppFi (NYSE:OPFI),
Enova (NYSE:ENVA), and Oportun (NASDAQGS:OPRT) have carved out niches by
using data-driven underwriting and digital delivery to serve underserved markets.

BNPL providers like Affirm Holdings (NASDAQGS:AFRM), Klarna (NYSE:KLAR),
and Sezzle (NASDAQCM:SEZL) have further reshaped the landscape, offering easy
payment options to consumers while boosting merchant sales. Established players
like PayPal (NASDAQGS:PYPL) and Block (NYSE:SQ) have also embraced BNPL,
with Block’s Afterpay and Cash App exemplifying a broader mission to democratize
financial services.

The operating environment for these companies has been favorable this year because
funding is relatively easy with wide open capital markets; the Trump Administration
has virtually dismantled the CFPB and borrowing costs are declining with Fed rate
cuts. In 2023, funding was difficult in the wake of SVB’s failure (e.g., Affirm struggled to
complete one or more securitizations), and the CFPB under the Biden Administration
presented a challenging regulatory environment.

The Rise of Alternative Lenders

Post-Dodd-Frank, many banks retreated from small-dollar and unsecured lending due
to heightened compliance costs and regulatory scrutiny, which diminished the appeal
of these products. Fintechs filled the gap, leveraging technology to serve subprime
and near-prime consumers. Companies like OppFi paired underserved borrowers
with credit products through digital channels, often via partnerships with small banks.

Total Return (Price Change + Dividends)

Ticker Market
Price Cap ($M) YTD 1 Year 3 Year 5 Year

ATLC (Atlanticus) $61.24 $926 5% 61% 118% 382%
CACC (Credit Acceptance Corp) $506.56 $5,693 7% 7% 10% 55%
ENVA (Enova Intl) $124.70 $3,103 26% 42% 278% 555%
OMF (OneMain) $57.11 $6,789 18% 35% 134% 166%
OPRT (Oportun Financial) $5.70 $251 43% 111% 21% -60%
OPFI (OppFi) $10.18 $886 35% 105% 370% NA
RM (Regional Mgmt Corp) $40.94 $401 20% 44% 45% 131%
WRLD (World Acceptance Corp) $141.20 $678 27% 23% 36% 50%

Median Fintech Lenders 23% 43% 81% 131%
LC (Lending Club) $18.43 $2,125 15% 35% 56% 288%
GDOT (Green Dot Corp) $13.08 $725 26% 14% -30% -17%
SOFI (SoFi) $29.01 $34,738 95% 173% 430% NA

Median Fintech in Bank Wrapper 26% 35% 56% 105%
AFRM (Affirm Holdings) $75.39 $24,551 26% 88% 272% NA
KLAR (Klarna Group) $38.41 $14,490 NA NA NA NA
SEZL (Sezzle) $76.96 $2,618 79% 115% NA NA

Median - BNPL 52% 101% 272% NA
S&P U.S. SmallCap Bank Index 2% 8% 17% 91%
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Using alternative data, machine-learning underwriting, and payroll-linked repayment
models, these firms positioned themselves as modern alternatives to payday loans
and credit cards. BNPL providers like Affirm and Klarna followed suit, offering short-
term, interest-free or low-interest installment plans that gained traction amid post-
COVID e-commerce growth.

Convergence of Banks and Fintechs

In recent years, the distinction between banks, fintech lenders and payments has
blurred somewhat. Block’s company description captures this from a portfolio
perspective:

Block builds technology to increase access to the global economy. Each of our
brands unlocks different aspects of the economy. Square makes commerce
and financial services accessible to sellers. Cash App is the easy way to spend,
send, and store money. Afterpay is transforming the way customers manage
their spending. TIDAL is a music platform that empowers artists. Bitkey is a
simple self-custody wallet built for bitcoin. Proto is a suite of bitcoin mining
products and services. Together, we're helping build a financial system that is
open to everyone.

For fintech lenders offering “lending as a service,” access to low-cost, stable deposit
funding and perhaps greater regulatory certainty remains a coveted advantage of
traditional commercial banking. Some have accessed bank funding. LendingClub
acquired Radius Bank in 2021 to become a bank, and SoFi’s 2022 charter has
bolstered its funding advantage. Others, like OppFi, rely on FDIC-insured bank
partners to originate loans while retaining servicing or purchasing receivables.

Banks’ deposit-funded models offer a structural edge, especially after recent rate-
driven deposit repricing while most fintechs and BNPL providers remain heavily
dependent on capital markets and alternative lenders. Regulatory scrutiny, particularly
of “rent-a-bank” partnerships, adds further complexity.

Valuation Dynamics

We are struck by the similarities and dissimilarities between banks and fintech lenders.
Multiples are heavily influenced based upon investor perceptions of earnings growth
(or free cash flow/excess capital) and risk (funding, compliance and credit). Overlaid
are questions about the role of BNPL in providing incremental credit to subprime
consumers and thereby sustaining consumer spending as student loan deferral end.

Valuations reflect these dynamics to some extent whereby lower growth implies lower
earnings multiples for banks vs. fintech/BNPL whereas less funding and arguably
regulatory risk translates to higher relative multiples. Perhaps the two big multiple
determinants roughly offset between banks and the new economy lenders.

As of late October 2025, fintech lenders trade at ~7x forward earnings, often above
book value, signaling market confidence in their scalability but wariness of credit and
funding risks. Traditional banks, by contrast, command 9—10x earnings and 1.1-1.3x
tangible book value, reflecting the stability of deposit funding and diversified income
streams. High-performing fintechs and BNPL platforms with disciplined underwriting
and scalable technology post strong returns on equity, commanding premium
multiples. Weaker players, however, face low single-digit P/E ratios or trade below
book value due to credit losses or regulatory missteps.

This “trust discount” applied to fintechs and BNPL providers creates opportunities.
Banks can acquire fintech platforms to modernize underwriting and distribution,
while fintechs with strong analytics but limited capital can benefit from deeper bank
partnerships. For example, BNPL providers like Affirm could enhance bank offerings
by integrating flexible payment options into existing credit products.
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Profitability Leverage Growth (5 Year CAGR) Valuation Metrics
ROTCE ROA TCE /| TA Assets BVPS EPS P/TBV P/E 2026 P/E 2027

ATLC (Atlanticus) 25.7% 3.83% 13.1% 31% 83% 27% 194% 7.1x 5.0x
CACC (Credit Acceptance Corp) 25.3% 4.82% 17.8% 4% 3% 13% 366% 11.3x 9.8x
ENVA (Enova Intl) 32.5% 5.48% 17.6% 30% 22% 14% 310% 8.6x 7.1x
OMF (OneMain) 47.9% 2.72% 6.3% 3% 3% 5% 433% 7.2x 5.8x
OPRT (Oportun Financial) 16.8% 1.38% 9.5% 10% -12% NA 84% 3.5x 3.2x
OPFI (OppFi) 38.2% 11.57% 30.9% 11% NA NA 435% 6.4x 5.4x
RM (Regional Mgmt Corp) 10.5% 1.85% 17.2% 14% 10% 6% 122% 6.5x 4.6x
WRLD (World Acceptance Corp) 14.7% 5.72% 33.6% 3% 8% 9% 192% 16.3x 10.1x

Median Fintech Lenders 25.5% 4.33% 17.4% 11% 8% 11% 252% 7.1x 5.6x
LC (Lending Club) 6.2% 0.73% 11.9% 18% 6% NA 168% 12.0x 8.7x
GDOT (Green Dot Corp) NA NA 10.3% 11% -2% NA 135% 8.9x NA
SOFI (SoFi) 12.2% 1.56% 13.2% 52% 4% NA 621% 51.2x 38.1x

Median Fintech in Bank Wrapper 9.2% 1.14% 11.9% 18% 4% NA 168% 12.0x 23.4x
AFRM (Affirm Holdings) 23.7% 5.36% 23.8% 51% NA NA 972% 27.1x 20.3x
KLAR (Klarna Group) NA NA 6.7% NA NA NA 100% 54.9x 27.9x
SEZL (Sezzle) 77.6%  28.24% NA NA NA NA 2051% 18.0x 14.5x

Median - BNPL 50.6%  16.80% 15.2% 51% NA NA 972% 27.1x 20.3x
Community Banks* 12.8% 1.07% 9.0% 7% 5% 8% 125% 10.7x 9.1x

*Publicly traded banks with assets between $1B-$10B and positve earnings

Conclusion About Mercer Capital

As digital lending evolves, success will hinge on balancing innovation with timeless Mercer Capital is a business valuation and financial advisory firm that values the
banking principles based upon capital, credit and funding stability with innovation, securities and assets (e.g., portfolio fair value) of privately held financial and non-
growth and a larger addressable market that fintech/BNPL enables. financial companies. Our advisory services entail M&A representation and the

provision of transaction opinions (fairness and solvency). Please call if we can be of
assistance.
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Recent
Representative
Transactions

In addition to valuation services, Mercer
Capital provides transaction and
financial advisory services to banks,
thrifts, and credit unions.

>> View more transactions

© 2025 Mercer Capital / www.mercercapital.com

October 2025

Business First Bancshares, Inc.

®1BANK

Baton Rouge, Louisiana
has agreed to acquire

Progressive Bancorp, Inc.

PROGRESSIVE
BANK

Monroe, Louisiana

Mercer Capital served as
financial advisor to

Progressive Bancorp, Inc.

— July2025 —

Y-12 Federal Credit Union
Y-12
| creDIT UNION
Oak Ridge, Tennessee

has acquired

First State Bank of the Southeast

FSB
First State Bank

Middlesboro, Kentucky

Mercer Capital served as
financial advisor to
Y-12 Credit Union.

— July2025 —

First Missouri Bancshares, Inc.
v VERIMORE
‘ BANK

Brookfield, Missouri

has agreed to acquire

CCSB Financial Corp.

Clay County l

Liberty, Missouri

Mercer Capital served as
financial advisor to First Missouri
and rendered a fairness opinion

— January 2025 —
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Mercer Capital’s Public Market Indicators

Mercer Capital’s Bank Group Index Overview
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Regional Index Data as of October 29, 2025

Month-to- Year-to- Last 12 Price/LTM Price /2025 Price / 2026 Price / Book Price / Tangible

Date Date Months EPS (E) EPS (E) EPS Value Book Value Dividend Yield
Atlantic Coast Index -4.3% 1.1% 6.9% 10.3x 10.3x 9.0x 99% 104% 2.7%
Midwest Index -2.6% 6.1% 11.6% 11.5x 9.7x 9.2x 96% 109% 3.1%
Northeast Index -3.5% 4.6% 8.0% 11.9x 9.0x 8.1x 102% 114% 3.3%
Southeast Index -1.3% 10.9% 12.4% 12.9x 12.1x 8.4x 93% 105% 2.5%
West Index -4.6% -2.6% 9.3% 12.9x 12.2x 10.0x 101% 106% 3.4%
Community Bank Index -3.1% 3.7% 9.4% 11.3x 9.9x 8.7x 99% 109% 3.0%
S&P U.S. BMI Banks -2.4% 18.1% 24.2% na na na na na na

Source: S&P Capital I1Q Pro.
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Median Price/Earnings Multiples Median Price/Tangible Book Value Multiples
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Mercer Capital’s Updated monthly, Mercer Capital’'s Regional Public Bank Peer Reports offer
- - a closer look at the market pricing and performance of publicly traded banks
Reglonal PUb"C in the states of five U.S. regions. Click on the map to view the reports from

Bank Peer Reports the representative region.

Atlantic Coast Midwest Northeast

oTCQX

with assets greater than $1.5 billion

Southeast West

© 2025 Mercer Capital // Data provided by S&P Global Market Intelligence 8


http://www.mercercapital.com
http://mercercapital.com/insights/newsletters/bank-watch/
http://mercercapital.com/insights/rbprs/rbpr-w/
http://mercercapital.com/insights/rbprs/rbpr-se/
http://mercercapital.com/insights/rbprs/rbpr-ne/
http://mercercapital.com/insights/rbprs/rbpr-mw/
http://mercercapital.com/insights/rbprs/rbpr-ac/
http://mercercapital.com/insights/rbprs/rbpr-ac/
http://mercercapital.com/insights/rbprs/rbpr-mw/
http://mercercapital.com/insights/rbprs/rbpr-ne/
http://mercercapital.com/insights/rbprs/rbpr-se/
http://mercercapital.com/insights/rbprs/rbpr-w/
https://mercercapital.com/insights/rbprs/rbpr-otc/
https://mercercapital.com/insights/rbprs/rbpr-otc/

MERCER
CAPITAL

BUSINESS VALUATION &
FINANCIAL ADVISORY SERVICES

MERCER CAPITAL

Depository Institutions Services

Mercer Capital assists banks, thrifts, and credit unions with significant corporate valuation requirements,
transaction advisory services, and other strategic decisions.

Mercer Capital pairs analytical rigor with industry knowledge to deliver unique insight into issues facing banks. These insights underpin the valuation analyses that are at the
heart of Mercer Capital’s services to depository institutions.

» Bank valuation » Litigation support » Tax compliance
» Financial reporting for banks » Stress Testing » Transaction advisory
» Goodwill impairment » Loan portfolio valuation » Strategic planning

Depository Institutions Team

Andrew K. Gibbs, CFA, CPA/ABV
901.322.9726
gibbsa @mercercapital.com

Jay D. Wilson, Jr., CFA, ASA, CBA
469.778.5860
wilsonj@mercercapital.com

Jeff K. Davis, CFA
615.345.0350
jeffdavis @ mercercapital.com

Heath A. Hamby, CFA
615.457.8723
hambyh @mercercapital.com

Eden G. Stanton, CFA, ASA
901.270.7250
stantone @ mercercapital.com

Mary Grace Arehart, CFA
901.322.9720
arehartm@mercercapital.com

Luke Tanner
469.904.6719
tannerl@mercercapital.com

www.mercercapital.com

Copyright © 2025 Mercer Capital Management, Inc. All rights reserved. It is illegal under Federal law to reproduce this publication or any portion of its contents without the publisher’s permission. Media quotations with source attribution are encouraged.
Reporters requesting additional information or editorial comment should contact Barbara Walters Price at 901.685.2120. Mercer Capital’s Bank Watch is published monthly and does not constitute legal or financial consulting advice. It is offered as an
information service to our clients and friends. Those interested in specific guidance for legal or accounting matters should seek competent professional advice. Inquiries to discuss specific valuation matters are welcomed. To add your name to our mailing list

to receive this complimentary publication, visit our web site at www.mercercapital.com.


http://mercercapital.com/services/depository-institutions/
http://mercercapital.com/services/depository-institutions/
http://www.mercercapital.com
https://mercercapital.com/professional/jeff-davis/
mailto:jeffdavis%40mercercapital.com?subject=
https://mercercapital.com/professional/andy-gibbs/
mailto:gibbsa%40mercercapital.com?subject=
mailto:arehartm%40mercercapital.com?subject=
https://mercercapital.com/professional/eden-stanton/
mailto:stantone%40mercercapital.com%0A?subject=
https://mercercapital.com/professional/mary-grace-arehart/
mailto:arehartm%40mercercapital.com?subject=
https://mercercapital.com/professional/heath-a-hamby/
http://www.mercercapital.com
https://mercercapital.com/professional/jeff-davis/
https://mercercapital.com/professional/eden-stanton/
https://mercercapital.com/professional/heath-a-hamby/
https://mercercapital.com/professional/andy-gibbs/
https://mercercapital.com/professional/mary-grace-arehart/
https://mercercapital.com/professional/jay-wilson/

Mercer Capital

www.mercercapital.com



https://mercercapital.com/
https://mercercapital.com/

