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GENERAL INFORMATION AND LIMITATIONS 
This presentation, and any oral or video presentation that supplements it, have been developed by and are proprietary to Sandler O'Neill & 
Partners, l.P. and were prepared exclusively for the benefit and internal use of the recipient. Neither the printed presentation nor the oral or 
video presentation that may supplement it, nor any of their contents, may be reproduced, distributed or used for any other purpose without 
the prior written consent of Sandler O'Neill & Partners, l.P. 

The analyses contained herein rely upon information obtained from the recipient or from public sources, the accuracy of which has not been 
verified, and cannot be assured, by Sandler O'Neill & Partners, l.P. Moreover, many of the projections and financial analyses herein are based 
on estimated financial performance prepared by or in consultation with the recipient and are intended only to suggest reasonable ranges of 
results. Finally, the printed presentation is incomplete without any oral or video presentation that supplements it. 

Because Sandler O'Neill's analyses and data contained herein are provided for information purposes only, they do not constitute an offer, or a 
solicitation of an offer, to buy or sell any of the securities described herein at the levels noted. In addition, as Sandler O'Neill's analyses are 
prepared as of a particular date and time, they will not reflect subsequent changes in market values or prices or in any other factors relevant to 
their determination. 

Sandler O'Neill & Partners, l.P. prohibits employees from offering, directly or indirectly, favorable research, a specific rating or a specific price 
target, or offering or threatening to change research, a rating or a price target to a company as consideration or inducement for the receipt of 
business or compensation. Sandler O'Neill also prohibits research analysts from being compensated for their involvement in, or based upon, 
specific investment banking transactions. 

Sandler O'Neill & Partners, l.P. is a limited partnership, the sole general partner of which is Sandler O'Neill & Partners, Corp., a New York 
corporation. Sandler O'Neill & Partners, l.P. is a registered broker-dealer and a member of the Financial Industry Regulatory Authority, Inc. 
Sandler O'Neill Mortgage Finance, l.P. is a wholly-owned indirect subsidiary of Sandler O'Neill & Partners, Corp. 

We have provided this analysis at your request on the understanding that you will make an independent judgment regarding the reliability and 
use of the analysis and its outputs. We also understand that you will not represent that Sandler O'Neill & Partners, l.P. is the source of, or has 
vouched for the accuracy of, this analysis in any public statement or filing you might make, including reports or other fil ings submitted to your 
regulators. 

Sandler O'Neill & Partners, l.P. is not an accounting advisor, and this information and analysis does not represent accounting advice. You 
should consult your auditors and/or accounting professional for accounting guidance. 

This material is protected under applicable copyright laws and does not carry any rights of publication or disclosure. 
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Summary 

• U.S. Macro: GOP 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 GOP Cycle 

... Bank Lending Lags GOP Fundamentals by Sector- Always Has 

... Commercial Lending Accelerating Into Its Sth Year 
••• Demand Gradually Broadening to Other Sectors 
••• Price Competition Primarily at large Banks 
... (/Shadow Banking'' Collapse Offers Re-lntermediation 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-SOB- Size Increasingly Matters 

.•• Franchise Value Increasingly Delineated & Deposits 

... P/E Has largely Replaced P/B 
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US GOP Growth Trend Downshift Below 2% 
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Consumer Spending Downshift Below 2% 
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US Personal Consumption Expenditure 
Real YoY% Chg 
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Labor Force Restrained - Largely Demographic 
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Structural Drag from Decelerating Labor Force ... 

... Restrains Jobs = Consumer Income = Consumer Spending 
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Labor Force Constraints 
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Business Spending Growth Almost Replacing Consumer ... 
... Despite Being Four Times Smaller 
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Private Fixed Investment ... A New Era for Energy/Industrial 
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Bank loans Follow GOP - But lag by 6 Months 

Tota l Bank Loans to GDP 
YoY(%) 
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C&l Loans Tightly Follow Fixed Investment Cycle 

Co mm e rcia l & Indu stria l Loans 
YoY(%) 
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Bank Lending Cycle- All Domestically Chartered Banks 
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Bank Lending Cycle- Banks Below $100B Assets 
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Loan Pricing Spreads by Bank Asset Size 

Commercial & Industrial Loan Yields vs Overall Cost of Funds 
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11Shadow" Banking Collapsed ... Not Banks 

Bank Loans vs Nonbank Credi t 
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"Shadow" Market Collapse I Bank Market Opportunity 

Financial Sector Cred it Out standing 
Change in $ Billions 

Change Since Period Change 

$3.5 Trillion 
"Hole" 3Q20 14 Dec 2007 JQ2014 2013 20 12 2011 2010 2009 2008 

Banks I 0.529 1.320 428 235 376 134 239 (342) 250 

GSEs 5.968 3.139 I 2 42 (219) (200) 3.633 (338) 208 

Mutual funds 2.496 347 364 652 359 354 387 32 

feder.11 Reserve 3,4-18 432 1.086 35 376 271 1.002 245 

Life Insurance Comp.1nocs 668 88 77 74 125 152 140 12 

ABS Issuers (3.036) (82) (283) (2 13) (242) ( 1.044) (778) (395) 

Money Market Mutual f unds (542) (192) 31 (83) (10) (397) (620) 728 

Mortgage Pool s - Agency & GSE (2,841) 54 132 132 165 (4,237) 415 497 

Finance Compames (538) (9) (20) (35) (46) (1 44) (220) (65) 

Pnvate Pensoon funds 1,195 422 29 50 i47 74 121 10 (7) 

P&C Insurance Compamcs 965 96 12 25 36 4 33 ( I 6) 

fundong Corpor,ltlons 263 (75) 85 (8) (60) (66) 41 (31 5) 247 

Credot Unions 94 1 283 49 50 46 38 211 33 43 

forcogn Banks 854 (140) 28 (7) 6 42 (24) (287) 103 

State & Local Govt. Retorcmcnt funds 983 107 103 63 8 14 22 (83) (20) 

Broker Dealers 386 (4 17) (91 ) ( 175) 89 6 32 (192) (86) 

ll[ITs 520 273 22 39 127 120 44 (1 0) (69) 

(Tfs 272 238 29 12 52 46 30 46 23 

Holdong Companoes 153 93 (57) 108 3 22 3 14 

Federal Govt. Reurement Funds 201 102 9 9 I 5 26 II 7 24 

Closed- end funds 168 (3) (2) 14 II (2) I I (4 1) 

Banks m U.S. Affoliated Areas GO (33) (4) 0 (0) (5) (19) (3) (2) 

Total 41,581 5,058 1.347 1.680 1,271 995 {860) (1 ,1 0 1) 1,727 

Source. Federal Resetve System 
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Deposits Largely Insensitive to Past Periods of Rising Rates 
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Pol!icy Stimulation Driving Prices More Than Con,stru.ctlo,n. 
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Fundamental Housing Recovery Barely Above Historic Bottoms 

Hou sing Start s 

2,000 2,000 

1,500 1,500 

1,000 1,000 

500 500 

o~~~~~~~~~~-.,-~~--~~~~~~~~~~~----~~----~~~~~~--~~~--~~o 
' 59 '6 1 '63 '65 '67 '69 '7 1 ' 73 '75 '77 '79 '8 1 '83 '85 '87 '89 '9 1 '93 '95 '97 '99 '0 1 '03 '05 '07 '09 '11 '1 3 
- Ho u sing St a rt s , New Un it s , Multifa mily, Tho u s Units - Uni ted St a t es Recess io n Perio d s - Un i t ed St at es 
- Hou sing St a rt s , New Unit s , Sing le Family And Shipment s Of Hol es, Sa , Unit ed St at es - Unit ed States 

Source: U.S. Dep.1rtment of Comm erce l{)ractSet Resci/rch Sys tems 

SANDLER O'NEILL + PARTNERS 19 



0 
.....

. 
0 

0 
N

 0 
0

\ 
I 

Ja
n-

13
 J 

0 
I 
~
 

F
eb

-1
3 

I 
0 

M
a

r-
1

3
] 

I 
I 

I 
<

 
A

p
r-

1
3

 

I 
.., 

-
r 

C
i) 

i 
-

I 
I 

M
a

y-
1

3
 

Ju
n-

13
 1 -;

 
I 

0 

O
J 

!=
 

Ju
l-1

3 
"
0

 
!/

' 

C"
' 

"' 
A

ug
-1

3 

I 
:>

 
S

ep
-1

3 

I 
Q

J -
I 

::t
J 

I 

I 
I 

O
ct

-1
3 

N
o

v-
13

 

.....
 

G
l 

0 
I 

r::u
 

I'D
 

!=
 

I 

3 
:><

: 
D

ec
-1

3 

-<
 

I 
,... 

10
 

Q
l 

Ja
n

-1
4 

Q
J 

t'D
 

:>
 

... 

-<
 

-<
 

I 
i 

Fe
b

-1
4

 

n;·
 

V
) 

M
a

r-
14

 

0:
 

I 
.c

. 
II

>
 

V
>

 
-

A
p

r-
1

4
 

I 
t:

 

"
0

 
~

. 
"' 

I 

<
 

:>
 

M
a

y-
1

4
 

! 
tD

 

Ju
n-

14
 

tD
 

-
I 

N
 

Ju
l-1

4 

I 
tD

 
.. 

I 
A

ug
-1

4 

• 

-
S

ep
-1

4 

• • 

.. 
I 

O
ct

-1
4

 

::t
J 

I 
tD

 
-

N
o

v-
1

4
 .. 

D
ec

-1
4 

I 
r::u

 
-'

 
~
 

....,
 

I 
-

0 
N

 
-;::

; 

-
0 

s 
.....

. 
!'-

' 
::t

J 
-

8 
0 

w
 

"" 
1.1

1 
0 

0 
0 

0 
r::u

 
I 

,... 
Ja

n
-1

3
 

tD
 

F
eb

-1
3

 
(/

) 

M
a

r-
1

3
 

I 
I 

A
p

r-
1

3
 

s 
M

a
y-

1
3

 
~
 "' 

c 
I 

0 
"
0

 
V>

 
Ju

n-
13

 
Q

l 
:>

 
Ju

l-
13

 

(/
) 

A
ug

-1
3 

,... 
.....

 
-

10
 

<
 

S
ep

-1
3 

::s
 

O
ct

-1
3

 

-<
 

.,., 
10

 
Q

J 
-

... -<
 

r::u
 

n;·
 

,... 
G

l 
c 

N
o

v-
1

3
 

11
> 

V
I 

3 
?"

 
D

ec
-1

3 
)>

 

0
: 

z 
"' :> 

Ja
n-

14
 

II
>

 
·-

0 
-<

 

iD
 

r- m
 

F
eb

-1
4 

II
>

 

;;o
 

II
>

 

0 
I 

I 
M

a
r-

1
4

 

5' 

i 

-
A

p
r-

1
4

 

ii
i 

m
 

I 

,...
 

r-
V

>
 

;:
: 

a·
 

"
0

 
"' 

M
a

y-
1

4
 

r-
"' 

<
 

::s
 

+
 

;,
· 

Ju
n-

14
 

~
 

Ju
l-1

4
 

~
 z 

A
u

g
-1

4
 

m
 

;;o
 

S
ep

-1
4 

V
I 

O
ct

-1
4

 

N
o

v-
1

4
 

N
 

0 
D

ec
-1

4 



10-Vr Treasury Follows Nominal GOP ... Should Be 4% 

l 0- Yr Treasury Yield vs Nominal GOP YOY% 

'61 '63 '65 '67 '69 '7 1 '73 '75 ' 77 '79 '8 1 '83 '85 '87 '89 '91 '93 '95 '97 '99 '01 '03 '05 '07 '09 ' II '13 

- (X I YRI C: 1o\\ l)omt\ 1\c l' 1oduc 1, Ull. l . ~.,., US 11 H I I 70 ((14- 1411 """"'"" ''' " "d' - Uniled \ l d i O\ 
- US lr e • >•uy Con>l.nlM•lurily - IOYoar Y1o ldll • >l I 68(01- 15)1 

S<Jwcr US &11r,.11 f.)! luJI~VtiiA. Ano~l, "'· lr.Jr,,.,/~r Jr'•'-" s, ''"''" 

• Ten-Year Average 

- 3.34% 10-Yr US Treasury rate ... 34bp below nominal GOP 

• Twenty-Year Average 

-4.40% 10-Yr US Treasury rate ... 9bp below nominal GDP 

• Nominal GOP Future ? 

- 2 to 3% Real GOP growth plus 2 to 3% inflation = 4 to 6% 
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External Holdings of Sovereign Debt- Government & Bank 

l'elloch o l Dccllnlnc (uropc Cotnalb, 

t uro ex Gcrm+1ny Australia, Germ any & 

(DIIIIons ol USD) (Monthly Av1:) & Fr.:mcc Switzer land & UK USA France Jap..1n 

3/3 1/2007 10,718 8,115 II,S39 6,!>112 1,126 

6/30/2007 11,169 8,383 11,689 6,872 1,070 

9/30/2007 1 1,871 8,912 11,790 7,26S 1.211 

12/3 1/2007 12,521 9,582 !;,092 1.~84 1,296 

3/31/2008 13,1116 10,2119 ~.261 8,398 1,503 

6/30/2008 13,815 9,3811 5.221 8,282 1.11311 

9/30/2008 (38 9 1 17,719 9,09 1 ~.4119 / ,810 1,526 

12/31/2008 11 ,480 8,000 6,146 /,1111i 1,609 

3/31/2009 11, 14/ /,1/l G, IOI /,().12 l ,~H l 

6/30/2009 11,182 fl, 124 6.10/ /, 1160 1,6& 1 

9/30/7009 12,1&9 !1,190 6,421 /,6/0 1,111 

17/31/7009 11,860 H,l',l\ 6.~~9 / ,WI 1,639 

3/3 1/7010 (2 26) 11,384 8,111 6.122 /,110', 1,',/2 

6/30 /2010 10.~03 1,815 6.8'>4 /,039 1,/34 

9/30/2010 11,11911 8.~23 /,131 1,8111 1,999 

12/3 1/7010 10,9 18 8.3~6 1,211 /,603 2,012 

3/31/2011 11,6011 8,599 1,811 /,907 7,01111 

6/30/2011 11,829 8,725 7,758 8,211 2, 110 

9/30/2011 11,391 9,0119 8,06/ /,960 2,3!>7 

12/31/2011 (U71 10,1187 8,863 8,152 7,312 2,36/ 

3/31/20 12 10,888 9,11!> fl, l71 8,0B 7,30'> 

G/30/70 17 10,1011 8,110 !1,111 / ,6110 2,4111 

9/30/20 12 10,587 8,CJ•,~ ll,.l2'> 1,1% 7.'•/H 

17/3 1/7012 10,111/ 8,11 I 8,H6 /,/H 7,1167 

3/3 1/70 13 10,311 8,6111 8,11411 /,',dO 7,781 

6/30/7013 10,)36 8,417 8.'.03 /,61~ 2. 186 

9/30/7013 IO,RI!Ii 8,121 H, •,~~t 1, 11J(I 7,78(; 

17/3 1/7013 10,111/ 8,19!1 R,R2'1 /,C.flfl 7,71111 

3/1 1/70 111 11,0911 11,1911 8,991 / ,'l/14 2, 1/1 

G/30/20 111 (109) I 1,200 11,'>7'1 '1, 1811 R,OO 2,74/ 

'l/10/70111 10,11111 8,7Sl 9,11 I / ,(,(,/ U'l'l 

~ 
Chance sin ce 20 07 (2,085) (1,329) 4,245 83 903 

Source: World Bank, Sandier O'Ne1ll SANDLER O'NEILL + PARTNERS 23 



External Holdings of US Treasuries 

Source: US Treasury - TIC 

Country 

China, N'alnland 

Japan 

8el£1Uill 

Ca11bBigC1rs 

Oil bpcners 

Br.utl 

sw.uerland 

la1w1n 
Unned K1ngdom 

Hone Kong 

lu~embourg 

Ruu1a 

lrel•nd 
Slngaporr 

Norwuv 
lnd•a 

N\eiCICO 

Germanv 

ftlnct: 

All Other 

Gr.~nd lotal 

All Oii· Relatod: 

Curron1 Yr Aflo 

3· MO l ·Mo 
Chango Avg Avg 

(22,6) (64) 162 

(8.6) 3 8 12 4 

(l!IJ) (8 I) 113 

7.2 38 (3 4) 

Z.8 0.8 (2.0) 

(0.2) (18) (I 51 

(0.2) 0 & 08 

(1.4) 1.7 51 

10.1 56 (451 

(4.6) (3 3) 

IJ.l) I 3 26 

2. 1 1 8 (03) 

4.0 2 •I II II 

(O.SI 14 19 

0.8 (0 ~) (II) 

2.9 28 (0 11 

2.3 

40.3 

~14 

(25.2) 15.2 

(l.l) (2.2) (0.0) 

MAJOR fOIUIGN IIOLOCRS Or 1R£ASURY S£CURillts (SO) 

Nov Oct 

2014 2014 

1250 4 1.252. 7 
(23) 264 

17·11 5 1,222 4 

19 1 06 

335 I 348 1 
I 12 •I) ~~ 8) 

3315 324 9 
278 9 281 B 

(2 9) 24 

264 2 261 7 

25 (06) 

183.8 184 3 
(OS) (191 

1706 
174 s 

3 2 

1656 
46 

167.3 

48 

IDa I 
(08) 

127.4 
110.1 

2. 1 

74.5 

805 
807 

2 2 
805 

48 
/35 

10 

640 
II 

67.5 

7.8 
681.4 

108 

6. 112.4 

535 

606.1 

{J 1) 

1729 

171 3 
34 

1610 
2.0 

162.S 

64 

1089 

(881 
1239 

la!O 

(OS) 
77.2 

77.5 
78.5 
70 
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10 
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IBI 
62.9 

""' 59.7 

(126) 

6706 
7.8 

6,058.9 

(7 5) 

609.3 

(11 4/ 

Sep 
2014 

1226.3 

(43 4) 

1221.8 

(8 3) 

353 9 

11>01 
3150 
2794 

11.9 

262.3 

06 

1862 

(2.9) 

1734 

1679 

(49) 

1590 
(1.5) 
156.1 

S.6 
1177 

(04) 

1106 
108 s 

2.2 
Bl 8 
800 

76.5 

I 3 
],1] 

I 3 
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5.6 

653 
04 

72.3 

13.3 

662.8 

(144) 

6,066.4 

(OS) 

610.7 

8.0 
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2014 

1269 7 

4 8 

12301 
11 1 
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7.3 

3139 

267.5 

6.2 

261.7 

3.1 

1891 
49 

1729 

172.8 

(0 31 
1605 

18 

1505 
49 

118 1 

36 

1068 

106 3 
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87.0 
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I 7 
73 4 

18.5 
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u 
6-19 

(141 
S90 
42 

677.2 

(133) 

6.066.9 

68.9 

6U.7 

123 

Jul 
2014 

12&19 

(3.5) 

1219 
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3526 
(I I 5) 

313.5 
261.3 
(08) 
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ISH 
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1~7 
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(06) 

114 s 
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1060 

1010 
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79.7 

73.5 

07 

5-19 
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6SO 

()0) 
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II 
5-18 

(8.3) 
690.5 

(6.8) 
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/0.3) 

Jun 
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1268 4 
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17195 

(01>1 

364 I 

I 7 

3083 
262. 1 

42 

253 7 
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1.9 

1794 
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06 
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00 

52 8 
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£62 
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631 
(2.3) 

697.3 

84 

6,0LJ.2 

367 

6007 
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12709 

77 

1270 I 

104 
362 4 

(401 

310.9 
257.9 

2.5 

250 I 
43 

174 0 
(l6) 
174 4 

179 9 
(HI 
1'\'i.R 

07 

1420 

o.s 
1114 

(50) 

la!.O 

97.S 
·14 

85.3 

701 

728 

22 

532 
27 
6.!8 

(0 ~~ 
6.!7 

2 I 
654 

3.1 
688.9 

(HI 

5,976.5 
154 

5!10.1 
J 5 

Apr 

2014 

1163 2 

(8q) 

170'J.7 

95 

366 4 

(ISO) 
3.a! 3 
255 4 

80 

2458 
0.5 

1776 
18 

175 7 

185 s 
90 

1551 

(06) 

141.5 

(38) 
116.4 

16.0 

112.2 
911 
18 

85.6 

6S7 

706 

I 7 
SO.S 

(04) 

630 

00 
Ul6 

OS 
62.3 

52 
£&.10 

(4 2) 

5,961.1 

Ill 

Mar 

2014 

1272 1 
(08) 

1100.2 

(lOt) 

381.4 

402 
312.5 
247 4 

3.6 

245 3 

14 

1758 

76 
1764 

176S 

08 
155.7 
(4 7) 

145.3 

84 

100.4 

(258) 

1134 
91.3 

39 

882 
702 

68.9 

00 
50.9 

I 3 
630 

II 
601 
08 

57.1 
22 

6982 
194 

5,950.0 

594 

588.6 565.0 

136 (119/ 

rob 
2014 

12729 
(2 7) 

1710 8 

~.4 

341.2 

30.9 
301 

243.8 

(2.7) 

243.9 

(2 I) 
1682 

(561 

1800 
175 7 

12.5 
160• 

OJ 

136.9 

1.3 

1262 
(5.6) 

112 ~ 
87 4 

1.5 

897 
670 

689 
1.7 

496 

0.7 

61 3 

(HI 
59 3 
38 

54.9 

(26) 

6788 

39 

5,890.6 

48.8 

587.9 
(13/ 

)i)n 

20 14 

12756 

55 
1201.4 

189 

310.3 

53.5 

298.2 
2~5 

8.2 
246 

0.6 

1738 

(29) 

1791 
11i3 2 
(OS) 
100) 

I 5 
135.6 

1.0 

131.8 

(6.81 

10'J.9 

859 

(031 
882 
681 

67.2 

2 I 
489 
(lll 
639 

(3•1) 

55.5 

(04) 
57.S 

37 
674.9 

(13.9) 

5,84L8 

49 2 

589.1 
40 

Dec 
2013 

1270.1 

(4f>6) 

1187.5 

13.9) 

256.8 

56.2 
294 2 

2383 
2 I 

z~s.a 

(IS) 

176.7 

01 

Nov 

2013 

1316 7 
12.2 

11864 

12.0 
2006 
20.3 

290.9 

236.2 
(06) 

2469 

02 
1766 

23 
182 2 183 7 

163 7 161 s 
22 30 

1S8 8 141 7 

171 44 

134.6 1304 

4 2 (29) 

1386 1399 

11.3) (100) 

1255 1169 
86 2 87 7 
(1 0) 09 

81.3 82 3 
685 639 
65 1 59S 

5.6 (2 3) 

57 2 534 
(I]) I~ 

67 3 (,1 3 

30 36 

55 9 57 0 
(II) (I 0) 

S38 51 6 
2 2 (6.1) 

6S88 6690 
198 118 

5,792.6 5,716.8 
75 8 61 7 

585.1 
103 

574.9 
(100) 
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New Liquidity Requirements Drive U.S. SIFI's to Treasuries 

"' c: 
0 

~ 
<h 

Large & Small Domestically Chartered Banks 
13-Week Average 

15,000 4-- - ----------------------- ---- - - ------ --- --fl--------l 

10,000 .f------------------------------

5,000 

0 

-10,000 +----------------------------------------·-------111-----

-15,000 ..J._ ____________ --------------

'00 '01 '02 '03 '04 'OS '06 '07 '08 '09 ' 10 '11 '12 '13 '14 

- Treasury & IIIJcncy Sec: Non-MilS LariJC Dom Commcrcoal llallkS --Treasury & Agency Sec: Noll·MOS · Small Dom Commerclalllao1ks 

As of 1/10/2014 

Source: Federal Reserve System SANDLER O'NEILL + PARTNERS 25 



Foreign Treasury Auction Demand - Emerging vs Industrialized 

80 

70 

60 

so 

40 

30 

20 

10 

0 

-10 

-20 

Foreign Purchases of U.S. Treasuries (USD Billions I Monthl 

• 8 Largest Emerging: 
Chi na+Ho ngKo ng+ Ta iwa n+Oi IE x po rters+B raz i I+Ca rri bean+ R u ssia+S i nga pore 

• 8 Largest Industrialized: 
Japan+UK+Swi l zerland+Belgium+Luxemborg+Germany+Norway+Canada 

...----:-

f-

ullll II 
~~II 

0 
1)1 '02 '03 '04 'OS '06 '07 

Source: US Treasury International Capital Reports, IMF & SOP adjustments 
12-Month moving averages, net change 

Eu r.o - l'urn 
u~~~~~"-Crisis Crisis 

1- -

'08 '09 '10 '11 12 '13 '14 

As of 1/70/1014 
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Consolidation Favoring $1-SOB Category 

... Banks Under $1B Rapidly Losing Share 

Total Loans by Asset Size 
All us Commercial & Savings Banks 

• U.S. Uanks & Throfts > $100B 

U.S. Banks & Throfts $106·$506 

U.S. Banks & Thrifts< $10 

Source: SNL financial 

• U.S. Banks & Thnfts SSOO $10013 

• U.S. Danks & Throfts $16 Sl OB 

7,000 

6,000 

5,000 

4,000 "' 

"' ~ 
iii 
0 

3,000 ~ 

2,000 

1,000 

Total Loans by Asset Size 
US Commercial & Savings Banks< $100B 

• U.S. Banks & Thnhs $SOB·$ 100B U.S. Banks & Throfts SlOB $SOB 

• U.S. Banks & Thnhs $16-$106 U.S. Banks & Tlmfts < $1 ll 

SAN DLER O'NEILL+ PARTNERS 
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Banking in Five Years- Competition Comes from Below SIFis 

• A lot More $58 t o $SOB Banks Will Form During Consolidation 
... The New "Sweet Spot" in Mergers 
... The Regulatory Ceiling at $SOB (or Potentially $100B) Will Restrain Larger Combinations 

• SIFI's In the Triangle of Size, Complexity and Funding Volatility 
... Higher capital buffers eventually force pricing discipline on deployed capital 
... Wi ll be Less Competitive on Price 

All FDIC Insured Banks & Thrifts- 2Q14 

<SSOOMM SSOOMM-$18 $1-$108 $10-$508 >$508 

Total Assets ( SOOO's) 881,839,178 469,148,819 1,524,928,003 1,582,868,496 10,810,504,432 

% Assets 6% 3% 10% 10% 71% 

ff of Banks 5,307 676 572 73 37 

% Institutions 80% 10% 9% 1% 1% 

Change Since 2009 (1,324) (37) +2 +2 +1 

Change by 2019 (2,200) {300) (10) +15 +5 

Total Assets ($OOO's) 516,275,547 287,041,348 1, 902,831,206 3,805,662,413 12,516,501,549 

% Assets 3% 2% 10% 20% 66% 

II of Bonks 3,107 376 621 88 42 

% Institutions 73% 9% 15% 2% 1% 

% Change in Share -3% -2% 0% 10% -5% 

Source: FDIC, Sandier O'Ncoll 

Total 
15,269,288,928 

6,665 

(1,356) 

19,028,312,063 

4,234 
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Merger Deal Values Above $18 in Assets Since 2000 

lrrHL~•CtH>•I lrli(J~nl.•l•llr' ScH"r fA.HI.et(~p/ 

feme. !JG~I V;;htu Pr •<e /liW f'qCc I [.~L Ll'S 1 D.rri,\M 1.<:1 Pr •·n~mn Huy·~r I.',Joli.ct Coo fl 

1\co"''"' llur;ct IJ;•It. ~~·HUll) !';(.] 1•1 1%1 j%) 

:~~~~ 8i!!k.~i~n_a4'~--- -·- -· -- ---- · · · -~~Cl_ty_t~~a~o·n~-~~~--- --· ---------------- --~~~-9it7iiii~-~--.:~.~~=-~-~-~~~-~-~ _ 
BB&T Corp. Susquehanna Bancshares Inc. 11/12/14 

_CIT_G_r~~~~n~: ..... ---·- ____________ -·---~~S. t:'_?l~~ollC 07/22/14 
,I_Jf!IP9~~ -~~~l~gs~~'P·.. . St_e~in!:F1~anl)i~l_~rp~ --- --------rjjijjl$_~-.-------·---· · 
PacWest Bancorp 

M& T Bank Corp. 

Mits.ti~~~f~J::.-F.ni-&P .~c 
PNC Financial Services Group 

Capilal One Financial Corp. 

CapitaiSource Inc. 07/22/13 

Hudson City Bancorp Inc. 08/27/12 
Pa~~c·~p~~(~n~,p·---------·------~·~--~ -* -------~--~7iitU.~ 

RBC Bank (USA) 06/20/11 

lNG Bank FSB 06/16/11 

2,S01 

3,369 

.1.995 

172 
102 

167 

17.4 39.1 

2,382 169 19.1 20.1 

3,813 84 12.7 12.1 

129.4 

-----·------------------- ----,----·---------·-·-·---·--·---··--·~···--------·--·------------ .. -·--. 
~·~~' -~~~-. 
3,450 97 

9,000 102 
:c_oin"eri~~ rnc. , .. - ·~ ------ ?tedlng Banc;shares Inc. 

Whitney Holding Corp. 

Marshall & llsley Corp. 

NewAIIiance Banc:shan:!s Inc. 

Natlo_f'lal ~lty Corp. 
Sovereign Bancorp Inc. 

Wachovia Corp. 

UnionBanCal Corp. 

. --Oili8/1i ---- ~---~~.~~---
-w~--·----- , __ w•--- -- • -----·- -... _..., .... -' 

230 29.8 13.3 
Hancock Holding Co. 

Bank of Montreal 

:i:irst.Niagara "Fini-GR3up 
,PN~ F,lnanc:ial 5ervites Group 
Banco Sanlander S.A. 

Wells Fargo & Co. 

Mitsubishl UFJ Fin I Grp Inc 

:eenk"Ot.A"'e~ca ca~. 
Toronto-Dominion Bank 

Royal Bank of Canada 

Fifth Third Bancorp 

People's United Financial Inc. 

:w~~iii=~;co~&:co~ --~ -
National City Corp. 

Bank of America Corp. 

:san cO ~llbao viztiya-Afgf!f1l 51\ .. 
Merrill lynch & Co. 

,lfur,ntngton 88nc:shsres Inc. , , 
Toronto-Dominion Bank 

,NaUonal_~~ty ~!.~: _ 
,National ~tv Corp. 
Citltens Banking Corp. 

Banco Bilbao Vizcaya Argent SA 

Wachovia Corp. 

JPMorgan Chase & Co. 

:CoP!t~fo~e-Ftnancial corp~ 
Sovereign Bancorp Inc. 

Wachovia Corp. 

--· -- ··---- ~~--·---· -- ~--

Countrywide Flnandal Co!1). 
Commerce Bancorp Inc. 

Alabama Nalional BanCorp. 

First Charter Corp. 

Chittenden 

Gr~ate! Bav Banc.orp 
MAF Bancorp Inc. 

-~aSalle Ban_k Corporat_ion 

Comp_IW Bancsha~es Inc. 
First Republic Bank 

_. s;t.; Rnan~~irouP'inc. 
TO Banknorth Inc. 

Mercantile Bankshares Corp. 
fidel~ty Bank shares lnt;. 

Harbor Florid'l8anc:share~ Inc. 
Republic Bancorp Inc. 

Texas Regional Bancshares Inc. 

Golden West Financial 

BONY Retail Banking Business 

North Fork 8811~~· · 
Independence Cmntv Bank Corp. 

West corp 

12/22/10 

12/17/10 ---------------iia7i9iw-- · 
10/24/08 
10/13/08 

10/03/08 

08/18/08 
jii/ii/08- --- ----

10/02/07 

00/05/07 

08/15/07 

06/26/07 
'"'···- ·----- --

. ~j~{O?_ 
04/30/07 

04/22/07 
---·· ·----···~- ·--· 

02]16(07__ ·- .. 
01/29/07 

.. UI2ii/~--~--
u/t9/06 

. _10/08/f.ll --
07/26/06 

-07_11(}/(Jj 
06/26/06 

06/12/06 

05/07/06 

04/07/06 

o3i_iitcio" 
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Note: Excludes merger of equals and processing deals. Shading indicates Sandler O'Neill involvement. 
Source: SNL Financial. 
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Merger Deal Values Above $1B in Assets Since 2000 {continued) 

Tumact•on lnlorm.1t•on S("!lrr w .. rkPt Up/ 

Anne. 01•,11 V~•luf• l'rlll' I TUV Pnc(' I ht [1'!. l·Oay Marl.et Prt-r'tllum Buyer M.tt~et Cup 

Acauuor lnrrl"t Oat~> l$mm) (%1 1•1 (' I l%l 

TO Banknorth Inc. Hudson United Oancorp 07/11/05 1,899 447 15.7 14.2 

Zrons Banc:orp. Amegy Banc:orp Inc. 07/05/05 1,710 408 21.6 4.3 24.5 

ONP Pan bas Group Commercial Federal Corp. [X,/13/05 1,339 231 34.1 

Caprtal One Fonancial Corp. Hlberma Corp. 03/06/05 4.977 280 153 24 2 21.3 

Toronto·Domrnron Ban~ Oanknonh Group Inc. 08/25/04 3,818 478 17.3 2&.9 

frftl1 lhird Oancorp rust Nat I Okshs of Fl 08/01/04 1.~30 &&3 17.8 40.5 3.1 

Wachovra Corp. Southlrust Corp. 06/20/Q.t 14,365 373 184 20 2 

Sun Trust Banks Inc. Natoonal Commerce ronl Corp. 0~/07/04 7,432 451 188 22. 1 34.4 

Royal Oank of Scotland Group Charter One financial OS/04/().1 10,577 354 15.2 74.7 

BNP Panbas Grou11 Communrty First Bankshares 03/15/04 1.217 450 15.7 12.6 

Natrona! Crty Corp. Provrdent Frnancral Group Inc. 02/16/04 2.134 246 16.8 15.3 

Nonh Fork Banrorp. Green Point Fonnnoal Corp. 02/15/0.1 6,396 379 12.1 (1.8) 

Soverercn Bancorp Inc. Seacoast Financral Servoces 01/26/04 1,100 348 21.3 14.9 

J.P Morgan Chase & Co Bani. One Corp 01/ 14/0.1 S8,783 785 1~. 2 15.1 63.7 

Independence Comrn. Dank Corp, St.ltcn Island llancorp 111c. 11/24/03 1,474 745 19.9 18.9 

IJank of America Corp. fleet Boston flnancral Corp. 10/27/03 49,329 374 189 43 0 37.7 

New York Commun•ty Bdne;orp Roslyn 8dm .. UrJ.I hll. lk/ll/03 1,579 790 10.7 (2.5) 

BB&TCorp. First Vrrgrma Banks Inc. 01/21/03 3,375 319 17.4 24.7 18.5 

M& T Bank Corp. Allfrrst Frnanoal Inc. 09/26/02 2,880 302 

Cr trgroup Inc. Golden State Ban corp Inc. 05/21/02 5,590 283 117 12.7 7. I 

BNI' Parr bas Group Unrtcd Calrforr11 ,1 Dank 12/08/01 2,400 222 

Washington Mutual Inc. Orme Oancorp Inc. 06/25/01 5,168 478 

BNI' I' an bas Group OancWest Corp 05/07/01 2,483 339 18 4 40.1 

Cltrcr oup Inc. (uropCilll 1\mc n Ct'lll Bank 07/17/01 1,950 364 

floyal Bank of Cnnada Ccntura !lank~ Inc. 01/26/01 2,330 779 lS9 79 5 

BB&TCorp. r &M Nat ronal Corp. 01/24/01 1,163 325 19.9 417 57 

AUN AMRO ltoldlnc NV Mrchrcan Nat ronal Corp. 11/2]/00 2,750 300 

fifth l hlrd IJancorp Old Kent frnancial Corp 11/20/00 4,967 331 154 41.3 21 7 

Come nca Inc. lmperral Bancorp ll/01/00 1,289 242 15.9 14 I 124 

f ust;u Cotp. U.S. Bancor ]l 10/04/00 21,23/ 443 12.9 ]1.4 97.8 

rlect lloston rlnanoal Corp. Sumnlitllancorp 10/02/00 6.991 292 13.3 15.7 

Chase Manhattan Corp. J.P. Morgan & Co. 09/13/00 34,423 344 17.1 5.8 

Washington Mutual Inc. Bank Unrted Corp. 08/21/00 1,527 185 11.3 0.7 
M& T Bank Corp. Keystone Financrallnc. 05/17/00 1,027 204 11.1 33.4 31.8 

Wells Fargo & Co. rust Securrty Corp. 04/10/00 2,778 197 102 ISS 3.9 
BB&TCorp. One Valley Bancorp Inc 02/01/00 1,202 231 14 l 30.1 - -

Median (75) 2,778 291 17.3 71.6 21.5 

Pre-2008 Median (57) 2.750 321 16.8 71.5 21.5 

Post-2009 Median ( 13) 2,501 165 19 3 n9 87.2 

Note: EKtludcs mercer o f equals and processing de~ Is. Shad inn Indicates Sandler O'Neill involvement. 
Source: SNL rinancral. SANDLER O'NEILL + PARTNERS 30 



Consolidation Driving P/TB and Deposit Premiums Up 
... P/Earnings Has Returned to Previous Average 

Bank & Thrift M&A Median Pricing 
4 Quarter Smoothing Average 

30 .------------------------------------
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U.S. Banking Concentrat ion Among the Lowest WoriCiwide 

Top 3 Banks' Assets I Nomi nal GDP (%) 
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Source: SNL Financial, IM F 
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1Ma:rket Valuation Factors 

Median Price 

TCE to 

Ratio Tangible Book 

8% and up 130% 

7%-8% 161% 

6%-7% 121% 

5%-6% 119% 

< 5% NM 

Pre-tax 

Pre-Provision Median Price 

to to 

Avg Assets Tangible Book 

> 200 bp 194% 

150-200 155% 

100-150 127% 

so- 100 107% 

<so 106% 

Note: Includes all nationwide banks & thrifts traded on the NASDAQ. NYSE and NYSE MKT 
Financial data as of most recent quarter; market data as of November 5, 2014 
Source: SNL Financial 

Median Price 

Total to 

Assets Tangible Book 

> $10bn 166% 

$5bn- $10bn 169% 

$1bn-$5bn 142% 

$500mm- $1 bn 101% 

< $500mm 100% 

Reserves Median Price 

to to 

NPLs Tangible Book 

120%and up 142% 

100%- 120% 156% 

80%- 100% 142% 

60%- 80% 13S% 

40%-60% 13S% 

< 40% 100% 
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Bank Stocks Lack Interest Rate Correlation 

Source: FactSet 
Note: from 1990-to-date 

Correlation to 1 0-Yr UST Rate 

Consumer Staples 
Energy 
Health Care 
Materials 
Consumer Discretionary 
Industrials 

Utilities 

INasdaq/Bank 

Information Technology 
Telecommunications Services 

Correlation to Fed Funds Rate 

Consumer Staples 
Energy 

Materials 
Consumer Discretionary 
Health Care 

Industrials 

INasdaqtBank 

Utilities 
Information Technology 
Telecommunications Services 

0.77 
0.67 
0.64 
0.61 
0.61 
0.60 
0.42 

0.39 
0.30 
0.01 

0.43 
0.38 
0.32 
0.31 
0.31 
0.24 

0.12 
0.09 
0.07 
0.05 

As of 11/5/2014 
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Flattening Yield Curve Cycles ... Bank Stocks Outperform ! 

Bank Stocks & Yield Curve Compressions 
- - Yield Curve Proxy - - Nasdaq Bank Index Rei. to s&PSOO(right) 
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Rate Upturn Start Feb-72 Mar-77 Jun-80 Sep-82 May-85 Oct-87 Nov-92 Apr-94 Apr-97 Jan-00 Apr-02 Mar-04 Jan-11 

One Year Perionnance: 

NASDAQ Sank Index 14.9% 11.0% 28.2% 49.9% 55.4% 16.0% 34.8% 15.4% 62.5% 23.2% (5.1%) 2.7% (7.3%) 

S&P 500 Index 4.8% (9.4%) 14.9% ~ ~ 10.8% .l...lli 14.1% 2.11..lli. !l..QID U1.2lil ~ ~ 
Di fference 10.1% 20.4% 13.4% 12.0% 24.9% 5.2% 27.8% 1.2% 23.7% 25.3% 9.8% (1.8%) (9.4%) 

Source: Fact Set, Federal Reserve, Sandier O'Neill SANDLER O'NEILL + PARTNERS 35 



Price to Forward PE by Asset Size 
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Price to Book by Asset Size 

Price to Book 
US Banks & Thrifts 
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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 Sandier O'Neill. 

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