





Summary

U.S. Macro: GDP Growth Trend Has Dropped to 2%

... Driven by Equivalent Deceleration in Consumer Spending
... Constraint is Slower Personal Income Growth
... Underlying Force is Demographic & Social: Labor Force Growth at % Historical

U.S. Economy Re-Balancing

... Business Spending Reflects Re- Industrialization
... Fixed Investment Increasingly More Powerful than Consumer Spending
... Drivers: Ag, Energy, Infrastructure, Manufacturing & Technology

Credit Demand Cycle Mirrors GDP Cycle

... Bank Lending Lags GDP Fundamentals by Sector — Always Has
... Commercial Lending Accelerating Into Its 5" Year

... Demand Gradually Broadening to Other Sectors

... Price Competition Primarily at Large Banks

... “Shadow Banking” Collapse Offers Re-Intermediation Potential

Global Macro: Demand Weakness & Monetary Disarray

... Federal Reserve Loses Independence at Long End of Rate Spectrum
... 10-Yr UST Remains 200bp Below “Normal”
... "Rate Relief” for Banks Delayed Further, Muted

Banking Outlook: Cup Half-Full & Ultimately Rising

... Net Interest Margins Gradually Stabilizing
... Loan Cycle Extending

Consolidation Accelerating

... Sweet-Spot Clusters $10-50B - Size Increasingly Matters
... Franchise Value Increasingly Delineated & Deposits
... P/E Has Largely Replaced P/B
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Policy Stimulation Driving Prices More Than Construction
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‘Merger Deal Values Above $1B in Assets Since 2000

Jewmie.

st
BBET Corp. Susquehanna Bancshares Inc. 11/12/14 2,501 172 174 39.1
ClTGroup!nc IMB HoldCo LLC 07/22/14 3,369 102 e - B -
Umpquatoldings Com. " T StedingFlnencialCop. ey Tass e T T s ms w2l
PacWest Bancorp CapitalSource Inc, 07/22/13 2,382 19.1 20.1 129.4
MB&T Bank Corp. HudsanCnyBancorplnc. __08/27/12 . 3,813 ) 12.7 121 B -
Mitsubishi UFsFinl Grplnc ~ PacifeCapitalBancorp 7 ey T 156 o &3 -
PNC Financial Services Group RBC Bank (USA) 06/20/11 3,450 -
Capual One Fmanc:al Corp ING Bank FSB 06/16/11 9,000 - -
Comedmine, 7 Gedingeamsheresie T Toymmm T Tage T T Tae T e g
Hancock Holding Co Whitney Holding Corp. 12/22/10 1,468 39.8 9.3
Bank ol Monlreal Marshall & llsley Cmp 12/17/10 4,096 339 -
FirstNiagaraFlnl Group ~~ NewAlliance Bancsharesine. I ¥ - 20 BFLY 538,
PNC Financial Services Group National Gty Corp. 10/20/63 5604 - (1BY) . s
Banco Santander S.A. Sovereign Bancorp Inc. 10/13/08 1,910 0.0
Wells Fargo & Co. Wachovia Carp. 10/03/08 15,127 79.0 11.7
Mitsubishi UF) Finl Grp In: UnionBanCat Eorp 08/18/08 3,808 18.2 12 2
BonkofamericaCorn. " CoumtewideFnsndmiCom. T oiayes T Taas Tar T BT
Toronto-Dominion Bank Commerce Bancorp Inc. 10/02/07 9,157 26.2 6.6
Royal Bank of Canada Alabama National BanCorp. 09/05/07 1,670 19.9 50.2 -
Fifth Third Bancorp First Charter Corp, 08/15/07 1,089 21.7 56.6
qu?lﬁe_'ys_gqiied.F?nqnciaﬁ nc. Chitle_nden Corp. o ) 06/26/07 1,753 ) 21 3 ~ 3
WellsFargo8Co. | GreaterBayBancop . Gy 1am wi RET
National City Corp. MAF Bancarp Inc. 04/30/07 1,918 195 36.1
Bank olAmericaACarp ) o LaSaI!e Bank Cmporahon 04/22/07 ) o 21,000 ) B - ) _ 3
Banm BIIha&il?zcavuArgemSA Compnss Bancshares Inc. Y L A ) w,m 192 w4 ) Wt ]
Meni!! Lvnch & Co
Humlnmonaanuhnreslnc. k L oupinc. L - )
Toronte-Dominion Bank ‘ID Banknorth In: 11/19/06
NCFinanciolServices Group  Mercantlle BonksharesCom. " 1ojoajos
National City Corp. F-dehly Bankshares lnc 07/26/06
NotonslCtyCorp. ~ HarborFloridoBancsheresine. ~ o%jlojos
Cititens Banking Corp. Republic Bancorp Inc. 06/26/06
Banco Bilbao Vizcaya Argent SA Texas Regional Bancshares Inc. 06/12/06
Wachovia Corp. Golden West Financial 05/07/06
JPMorgan Chase & Co. BONY Retail Banking Business 04/07/06
CopitgiOne Financial Corp.~~ North Fork Bancorp. T ;afes
Sovereign Bancorp Inc. Independence Cmnty Bank Corp. 10/24/05
Wachovia Corp. Westcorp 09/12/05

Note: Excludes merger of equals and processing deals. Shading indicates Sandler O’Neill involvement.
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@Mééryket Valuation Factors

Note: Includes all nationwide banks & thrifts traded on the NASDAQ, NYSE and NYSE MKT

’

Median Price Median Price
TCE to Total to
Ratio Tangible Book Assets Tangible Book
8% and up 130% > $10bn 166%
7% - 8% 161% $5bn - $10bn 169%
6% - 7% 121% $1bn - $5bn 142%
5% ~ 6% 119% $500mm - $1bn 101%
< 5% NM < $500mm 100%
Pre-tax
Pre-Provision Median Price Reserves Median Price
to to to to
Avg Assets Tangible Book NPLs Tangible Book
> 200 bp 194% 120% and up 142%
150 - 200 155% 100% - 120% 156%
100 -150 127% 80% - 100% 142%
50-100 107% 60% - 80% 135%
< 50 106% 40% - 60% 135%
< 40% 100%

Financial data as of most recent quarter; market data as of November 5, 2014

Source: SNL Financial
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Bank Stocks Lack Interest Rate Correlation

Source: FactSet
Note: from 1990-to-date

Correlation to 10-Yr UST Rate

Consumer Staples 0.77
Energy 0.67
Health Care 0.64
Materials 0.61
Consumer Discretionary 0.61
Industrials 0.60
Utilities 0.42
INasdaq/Bank 0.39
Information Technology 0.30
Telecommunications Services 0.01
Correlation to Fed Funds Rate
Cansumer Staples 0.43
Energy 0.38
Materials 0.32
Consumer Discretionary 0.31
Health Care 0.31
Industrials 0.24
INasdag/Bank 0.12
Utilities 0.09
Information Technology 0.07
Telecommunications Services 0.05

As of 11/5/2014
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Disclaimer

This report has been prepared and issued by the Investment Strategy Group of Sandler O’Neill + Partners, L.P., a registered broker-dealer and a member of the
Financial Industry Regulatory Authority, Inc. The information contained in this report {except information regarding Sandler O’Neill and its affiliates) was
obtained from various sources that we believe to be reliable, but we do not guarantee its accuracy or completeness. Additional information is available upon
request. The information and opinions contained in this report speak only as of the date of this report and are subject to change without notice.

This report has been prepared and circulated for general information only and presents the authors’ views of general market and economic conditions and
specific industries and/or sectors. This report is not intended to and does not provide a recommendation with respect to any security. This report does not
take into account the financial position or particular needs or investment objectives of any individual or entity. The investment strategies, if any, discussed in
this report may not be suitable for all investors. Investors must make their own determinations of the appropriateness of an investment strategy and an
investment in any particular securities based upon the legal, tax and accounting considerations applicable to such investors and their own investment
objective. Investors are cautioned that statements regarding future prospects may not be realized and that past performance is not necessarily indicative of
future performance.

This report does not constitute an offer, or a solicitation of an offer, to buy or sell any securities or other financial instruments, including any securities
mentioned in this report. Nothing in this report constitutes or should be construed to be accounting, tax, investment or legal advice.

Neither this report, nor any portion thereof, may be reproduced or redistributed by any person for any purpose without the written consent of Sandler O’Neill.

© 2015 Sandler O'Neill + Partners, L.P. All rights reserved.
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