




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



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

Mercer Capital’s Bank Watch

However, our measurement period does not do justice to the impact of ZIRP on NIMs
in which the value of NIB deposits were crushed vs a “hormal” environment when
short-term rates are in the vicinity of 4%. Over the next several years, NIMs would
decline as asset yields fell much more than funding costs.

Where from here? We do not know for sure, but bank investors are optimistic that
Fed rate cuts will allow banks to cut their COFs more than yields decline and thereby
produce limited margin expansion after a period of margin pressure due to the need
to aggressively reprice deposits post-SVB.

Count us as skeptical — besides the data is nuanced as are individual bank balance
sheets.

For both cycles (1990s and pre-GFC 2000s), NIM was flat on the way up but declined
in downrate scenarios. During 2Q22-1Q23, bank NIMs expanded as banks sat on
deposit rates as yields rose with 525bps of Fed hikes. Since 2Q23, NIMs trended
lower until what appeared to be emerging stability with initial 3Q24 earnings reports.
It may be that limited Fed cuts over the balance of the current downrate cycle may be
neutral for NIMs, whereas if the Fed is forced to cut sharply for whatever reason will
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produce lower NIMs in time.
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Mercer Capital’s Public Market Indicators

Mercer Capital’s Bank Group Index Overview
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B Month-to-Date -0.67% 1.02% 0.23% 5.45%
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Regional Index Data as of October 25, 2024

Price / Price / Price / Price /

Last 2024 (E) 2025 (E) Book Tangible Dividend

12 Months EPS EPS Value Book Value Yield

Atlantic Coast Index 0.2% -0.3% 17.6% 13.4x 12.8x 11.0x 114% 120% 2.8%
Midwest Index 2.8% 15.5% 33.2% 11.0x 13.2x 11.8x 98% 116% 3.2%
Northeast Index 0.9% 3.4% 27.6% 11.1x 10.4x 9.6x 99% 119% 3.3%
Southeast Index 3.5% 13.8% 43.7% 12.4x 11.6x 9.9x 101% 127% 2.9%
West Index 0.7% 3.9% 25.2% 11.7x 13.9x 10.2x 104% 114% 2.5%
Community Bank Index 1.1% 5.5% 27.5% 11.3x 12.0x 10.1x 102% 120% 3.0%
S&P U.S. BMI Banks -3.2% 19.8% 47.7% na na na na na na

Source: S&P Capital IQ Pro.
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Median Price/Earnings Multiples Median Price/Tangible Book Value Multiples
Target Banks’ Assets <$5B and LTM ROE >5% Target Banks’ Assets <$5B and LTM ROE >5%
30 - 250% -
25 4

200%
5 >

S - 150%
~5 8
- Cc o
3 € 15 1 2
© © o
—w S

g & 100% -
& 10 3
2
a

5 | 50% -

01 LT™ 0% -

2007|2008 2009 2010 2011/2012 (2013|2014 |2015/2016 2017 2018 2019 2020 2021/2022 2023 55 200712008/20091201012011 201212013 12014 201512016 12017 2018|2019 2020|2021 /202212023 '2'[21';
[mU.S. [22.1]19.9]19.3]21.7]21.9]17.0/16.517.5| 18.8| 18.119.522.4  16.3]13.9| 14.5| 14.1 10.5|12.8

‘ mU.S. 228%196%]145%141%132%130%134%155%148%143%170%178%168%150%152%|166% 127 %(128%,
Source: S&P Capital IQ Pro.
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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 October 25, 2024
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Mercer Capital’s Updated weekly, 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.
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© 2024 Mercer Capital // Data provided by S&P Global Market Intelligence
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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
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