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Community Bank M&A: 2018 year in

review and 2019 predictions

In January 2018, we predicted that nationwide bank M&A activity for the year
would decrease after a strong 2017 and that activity in our home state of Wisconsin
would increase. How did we do on our predictions?

Nationally, bank M&A volume in 2018 remained remarkably flat with 264
announced transactions (compared to 267 in 2017). That said, given that there were
fewer banks in 2018 than in 2017, one can argue that M&A activity in 2018 actually
increased on a percentage basis. Locally, in Wisconsin and in our Upper Midwest
market, our prediction was spot-on. Wisconsin saw 8 whole-bank transactions
announced during 2018 (compared to 6 in 2017), and the six states in our Upper
Midwest market saw a 28% increase in announced whole-bank transactions (from
57 in 2017 to 73 in 2018).
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2018 Number 2017 Number YOY change in 2018 Median
of Deals' of Deals Number of Deals Target Assets (000s)

lllinois 24 15 160.0% $195,425
Towa 11 4 1175.0% $70,634

Michigan 5 2 1150.0% $228,604
Minnesota 14 14 0.0% $90,875

Missouri 11 16 131.3% $125,502
Wisconsin 8 6 133.3% $128,839
Average 12.1 D5 127.4% $139,980
National 264 267 11.1% $195,232

*Data Source: S&P Global Market Intelligence

We believe that this increase in announced deals in 2018 is due to the continuation of several drivers noted in our predictions
last year, one of which is increased pricing. Pricing has remained favorable for both buyers and sellers as earnings reflect a
growing economy and realization of the full impact of tax cuts implemented under Tax Reform legislation.

"' Numbers reflect whole-bank transactions where the seller was headquartered in the state identified.

Banking & Financial Institutions January 2018 | Page 1



Banking & Financial

National bank and thrift deal statistics Institutions Practice Group

2014 2015 2016 2017 2018 Members
Number of deals 309 295 252 267 264
Deal value ($B) 1921 2657 2705 2661  29.76 PRINCIP AL O
Thomas R. Homberg
Assets sold ($B) 151.46 193.54 19439 157.03 170.57 thomberg@gklaw.com
Deposits sold ($B) 12023 153.08 155.00 12524 136.91
MILWAUKEE OFFICE
. . o
Median price/book (%) 1263 1325 1288 1584  165.3 Kathryn R. Allen
Median price/tangible common equity (%)* 131.7  136.1 131.0 1588  170.1 kallen@gklaw.com
Median price/earnings (x) 209 223 201 212 237 Benjamin
bclarke@gklaw.com
Median premium/core deposits (%) 4.5 55 4.8 9.0 9.6 Jason E. KILSEHE
Data compiled Jan. 9, 2019 jkuwayama@gklaw.com
Analysis includes whole and minority bank and thrift deals with U.S.-based target announced between Jan. Richard S. Marcus
1,2014, and Dec. 31, 2018. rmarcus@gklaw.com

Includes terminated deals and thrift merger conversions.

Excludes goverment-assisted and branch deals. Patrick S. Murphy

All metrics are as of announcement date. pmurphy@gKIZEEE,
*Deal value to tangible common equity = deal value as a percentage of tangible common equity acquired, Andrew Spillane
derived from per-share values when all ration components are available; otherwise, aggregate values are aspillane@gklaw.com
used. . Peter Wilder

Source: S&P Global Market Intelligence pwilder@gklaw.com

For 2019, we see an evolving marketplace for bank M&A. In particular, we think M&A activity in the Upper Midwest—
especially in Wisconsin, where there have already been four deal announcements through Jan. 24, 2019—will remain
elevated and perhaps may even accelerate further. Here are a couple of new trends to watch:

1. Opportunity for Privately-Held Buyers. Many recent active acquirers have been public companies that have been
able to pay-up for deals using their “Trump Bumped” stock as merger consideration. With the stock market’s (and
their stock price’s) retreat in the latter part of 2018, these public companies are beginning to sit on the sidelines as
acquisition opportunities arise because the value of their stock currency has waned. That leaves the door open for
privately held buyers to be more competitive acquirers.

2. Recession Looming. Many economists are predicting a recession within the next two years, meaning that community
banks wishing to sell within the next 2-5 years may be wise to get a deal done now. This may explain in part the high
volume of deals recently and could be predictive of a robust M&A market in 2019.

Our Financial Institutions Team at Godfrey & Kahn closely follows local, regional, and national M&A trends. We share
this information frequently with clients and friends in the industry. If your board or management team would like more
information, please contact any of our attorneys.

Bank Strategy Briefing is prepared by the Banking & Financial Institutions Practice Group at Godfrey & Kahn, S.C., Milwaukee, Wisconsin, as a
service to the community banking industry. It features commentary focusing on strategic business and legal issues relevant to community
banks. Each written edition contains 500 words or less and no more than 2 editions are published per month. Information found in
Bank Strategy Briefing is for educational and informational purposes only and is not to be construed or relied upon as legal advice.
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