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SNL Q2 '10 League Tables: Bank M&A anemic but evolving 
 
By Kevin Dobbs and Aarti Asarpota 

Compared with robust years of the past, bank M&A remains slow in the wake of the financial meltdown, but 
conditions appear to be improving. 

Through the first half of 2010, KBW Inc.'s Keefe Bruyette & Woods Inc. served as financial adviser on the most 
bank and thrift deals – 18 – according to an SNL Financial analysis. 

For the first six months of this year, Sandler O'Neill & Partners LP was second, advising on nine deals, and FinPro 
Inc. was third with four deals.  

In terms of total deal value, Sandler O'Neill led the pack here, advising on transactions worth $327 million in total. 
Morgan Stanley was second, advising on two transactions collectively worth $241.7 million, followed by Keefe 
Bruyette & Woods, with the deals it worked on carrying a total value of $194.6 million. 
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To be sure, many more failed banks lie ahead, casualties of recession, and they are sure to draw the attention of 
buyers interested in FDIC-assisted deals. But bankers and analysts say the pace of such failures is beginning to 
ease and that buyers are at least starting to look at open-bank targets. 

Michael Iannaccone, president of MDI Investments, told SNL that activity among community banks, in particular, is 
likely to pick up by next year. He said buyers are showing interest in banks in the range of $250 million in assets 
with sound infrastructures, in the black on an operating basis, adequately capitalized and located in major 
metropolitan markets poised for population growth.  

He said the industry overall is moving into an era of moderate growth, one defined by modest GDP improvement 
overall and lower loan volume within the banking industry. Banks' bottom lines, as a group, will not anytime soon 
return to the peaks of the past decade, and there will be room for fewer banks, he said. 
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At the same time, Iannaccone estimated, there are still some 1,200 banks battered by recession that could fail, 
liquidate or sell over the next three years. The FDIC, of course, will handle more failures this year and into next. But 
Iannaccone said at some point in the next couple of years, normal sales will begin to take on a larger share of 
transactions.  

"I think the FDIC will increasingly incent banks to survive but shrink and then, if need be, to sell," he said.  

"There's been a fundamental shift in our industry, in the amount of credit that will be extended and in the leverage 
people can take, so growth will be slower, and banks will have to adjust to the new reality," Iannaccone added. 
Deals "will be part of that adjustment." 

Charles Wendel, president of Financial Institutions Consulting Inc., told SNL that "the pace of failures does indeed 
seem to be slowing." That, he said, "will eventually leave a lot of zombie banks — banks that won't fail but that also 
don't have much direction, so the direction will become finding a buyer. … So at some point in the coming couple 
of years, I think this will lead to a whole new wave of consolidation." 
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Others echoed that thinking. 

"I am hearing from a lot of companies that say they are getting more phone calls than before from people perhaps 
looking to sell — more than just a few months ago," Frank Barkocy, director of research at Mendon Capital 
Advisors Corp., told SNL. "And a big part of that is management and boards are fatigued. They are tired of 
dealing with credit issues and don't want to have to deal with all the new regulations that are coming, and so they 
are looking." 

Jim Gardner, co-founder and chairman of Commerce Street Capital LLC, agreed. 

"There are shareholders and boards, a lot of them, that are tired of fighting the wars and are ready to sell," Gardner 
told SNL.  

Many banks, he said, got so deep into real estate lending in the past decade that they now find they don't know 
how to do anything else. "You just can't rely on real estate anymore," with housing and commercial markets in the 
midst of long slumps. "Yet I see a lot of banks out there that are baffled by how to do a C&I loan. And I think that will 
ultimately cause a lot of mergers. Some banks just won't be able to make the conversion — or they'll try and make 
a mess of it — and so they'll have to sell." 
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Gardner and Barkocy said the best of the smallest banks can compete with anybody in the business, but many 
small banks, with $300 million in assets or less, will have to merge or find buyers in order to gain girth to compete 
with the increasingly large mega-banks.  

"I don't know that they are too small to compete, but it takes very good management to compete at that level, and 
it's very hard to get and keep top management at that level," Gardner said. "So I do see mergers taking place 
there." 

Observers do not expect the M&A front to really begin to open up until late this year or next, after banks make 
sense of pending regulatory changes and higher capital requirements that most in the industry hope will be made 
clear by the end of the year.  
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"The potential buyers, of course, want to be sure of what capital guidelines will be and what the financial regulatory 
changes will really look like," Barkocy said. "But I think that picture will be clearer by the end of the year, and by 
year-end I think we will also see more action in terms of open-bank transactions." 

Gardner said banks that are preparing now will be best positioned when M&A momentum does build. 

"We're seeing banks realize they need to get rid of problem assets," Gardner said. "Banks, it seems, have two 
choices — raise capital at some discounted price, or raise it by getting rid of problem assets. I think that banks 
that do the latter, many of them, have the desire and will have the ability to take advantage of others' failure to do 
so by making acquisitions."  
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