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Year-to-date through August 22nd, the Nasdaq Bank Index and KBW Nasdaq
Regional Bank Index appreciated by 16.2% and 4.2%, respectively, compared to
10.0% appreciation in the S&P 500 over the same span (see Fig. 1). Bank stocks
were down through March/April 2025, tracking the wider market, and fell below the
market at the outset of Liberation Day tariff implementation. The Nasdag Bank
Index rebounded strongly throughout the summer, outpacing wider market growth
from late May through August. The Regional Bank Index recovered at a slower rate,
underperforming the wider market and mirroring wider sluggish growth in small cap
stocks related to greater volatility in the market.

Figure 1: Index Performance (12/31/2024 - 8/22/2025)

a series of cuts throughout the second half of 2024, and bank NIMs have expanded
each of the last four quarters. As shown in Figure 2, 89% of banks reported NIM
expansion in Q2 2025, up from 65% in the previous quarter. Margin improvement
continues to lag for the largest banks (assets > $100 billion), with 72% reporting NIM
expansion for Q2 2025 and a median of four basis point of margin expansion.

Figure 2: Trend in Median Net Interest Margin & QoQ Change in NIM
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The median net interest margin for all banks traded on the NYSE and NASDAQ
widened by 14 basis points in Q2 2025 compared to Q1 2025, continuing a trend of
expansion after NIMs bottomed in Q1 2024. Interest rates stabilized in 2025 following

© 2025 Mercer Capital // www.mercercapital.com

100% 3.80
90% 3.70
80% 3.60
70% 3.50
60% 3.40
50% 3.30
40% 3.20
30% 3.10
20% 3.00
10% . I 2.90

0% 2.80
2 > B A ) N A ) 3 A
,LQ(L{LO (L@'LQ (L@'LQ (qujbo (L@'boq’ (291'50 (2’@'50 ’191&0 ,LQ’L'*O{L r,p’ﬂ*o r,p’ﬂ*o @160 1@60{1’
mm % of Banks with NIM Expansion QoQ === % of Banks with NIM Compression QoQ = ——Median NIM

Source: S&P Capital 1Q Pro

However, the largest banks had the greatest stock appreciation from the end
of March 2025 to July 2025, reflecting the stronger performance from large
capitalization companies in light of April tariff volatility. The larger asset bases,
economic moats, and greater resilience to volatility of large companies relative
to smaller companies has allowed them to weather market volatility and enjoy
a “flight to quality” effect as investors allocate to assets perceived as safer.


http://www.mercercapital.com
http://mercercapital.com/insights/newsletters/bank-watch/

Mercer Capital’s Bank Watch

As shown in Figure 3, the largest banks materially outperformed the wider banking
sector from March 31, 2025 through July 31, 2025. Additionally, the smallest banks
(assets < $1 billion) have fully recovered above the Q4 2022 peak in NIM, while the
rest of the group is still approximately 15-30 basis points below those levels.

Figure 3: Change in Net Interest Margin by Asset Size Range

1Q25 -2Q25 % of Banks with NIM  Median Stock  4Q22 - 2Q25
Asset Size Range Median Expansion Price Change Median
NIM Change in 2Q25 3/31/25-7/31/25  NIM Change
< $1 Billion 13 bps 83% 6% 2 bps
$1 - $5 Billion 12 bps 89% 4% -27 bps
$5 - $10 Billion 11bps 94% 3% -15 bps
$10 - $100 Billion 10 bps 91% 2% -28 bps
> $100 Billion 4 bps 72% 13% -26 bps
All Publicly Traded Banks 11 bps 89% 4% -21 bps

Source: S&P Capital 1Q Pro

As illustrated in Figure 4, valuation multiples fell slightly across the first half of 2025.
Publicly traded banks with assets between $1 and $15 billion reported a median
price/one year forward earnings multiple of 10.1x and a price/tangible book value
multiple of 1.15x as of July 31, 2025, down from 11.4x and 1.28x as of December 31,
2024. According to data provided by S&P Capital 1Q Pro, there were 113 announced
M&A transactions through August 25, compared to 133 announced transactions for
the entirety of 2024.

Notably, aggregate deal volume reached $22.1 billion, which exceeds the $16.9
billion in announced deals in all of 2024 as shown in Figure 5, on the next page. The
bank M&A market continues to recover after a down 2023, reflecting a more stable
interest rate environment and expectations for further rate cuts. Four deals valued at
over $1 billion have been announced in 2025 compared to six in 2024 and just one
in 2022 and 2023, and the median P/E multiple on announced deals increased from
16.4x in 2024 to 18.1x in 2025.

The market is currently pricing in a cut in the Federal Reserve target rate at the
September and October meetings, with 30-day Fed Funds Futures prices implying
approximately an 87% chance of a 25 basis point cut at the September meeting.
During prior interest rate cut cycles (August 2024 through December 2024 and June
2019 through January 2020), NIMs either rose or stayed constant. While 30-year
yields fell during the 2019 cutting cycle, they rose during the most recent 2024 cycle.
This could reflect concerns about longer-term inflation risks in the event of short term
rates falling, as well as the potential impact on banks with longer-duration balance
sheet exposures in the event of interest rate cuts in September and October.

Figure 4: Pricing Multiples (Banks with Assets between $1-$15 Billion)
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Overall, the banking industry has continued to recover in the first half of 2025, following
recovery throughout 2024 following a period of uncertainty and heightened industry
volatility in 2023. Larger institutions have seen greater stock price appreciation given
strong recovery from April 2025 lows, while smaller institutions have benefitted with
stronger NIMs in an operating environment with a more stable, lower interest rate
outlook. A further drop in rates as anticipated could serve to continue bolstering
profitability, offset by possible long-term inflation risks. M&A activity has continued to
accelerate with deal size and volume both ahead of mid-year 2024 levels.
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Figure 5: Deal Value and Volume
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Figure 6: Long-Term Trend in Pricing Multiples
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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
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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 Bank Group Index Overview

Return Stratification of U.S. Banks

August 2025
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Total Return Regional Index Data as of August 27, 2025

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

Date Date Date Months EPS (E) EPS (E) EPS Value Book Value Dividend Yield
Atlantic Coast Index 8.7% 10.1% 10.6% 23.8% 11.8x 11.0x 9.6x 113% 118% 2.6%
Midwest Index 9.8% 9.7% 10.3% 25.7% 12.7x 11.6x 9.8x 104% 118% 2.9%
Northeast Index 7.3% 74% 11.6% 22.2% 14.1x 9.9x 9.4x 109% 125% 3.2%
Southeast Index 4.0% 8.8% 10.5% 26.7% 11.1x 12.7x 9.9x 97% 107% 2.5%
West Index 8.4% 9.6% 4.2% 31.9% 14.0x 13.7x 11.1x 109% 116% 3.2%
Community Bank Index 7.3% 8.6% 8.5% 21.7% 12.4x 10.7x 9.6x 107% 117% 2.8%
S&P U.S. BMI Banks 4.7% 6.9% 18.9% 31.7% na na na na na na

Source: S&P Capital 1Q Pro.
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Median Price/Earnings Multiples Median Price/Tangible Book Value Multiples
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Median Core Deposit Premiums Median Valuation Multiples for M&A Deals
Target Banks’ Assets <$5B and LTM ROE >5% Target Banks’ Assets <$5B and LTM ROE >5%, 12 months ended August 28, 2025
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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

Southeast West
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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.
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