
The spread of the coronavirus, or COVID-19, presents considerable risks to the world economy in general and 
the banking industry specifically. By some estimates, China saw economic activity cut in half as it worked to 
treat those infected and control the spread of the virus. World economic activity may rebound quickly if the 
virus is quickly contained, but the virus’s spread and efforts to contain it may create significant challenges for 
the banking industry.  
 
The Federal Reserve has taken decisive action and pledged further action, if necessary, to support the economy 
in the face of the virus outbreak. After three interest rate cuts from the Federal Reserve in 2019, falling interest 
rates in 2020 could combine with credit challenges from even a temporary economic slowdown to sharply cut 
into bank profitability. This comes on top of ongoing competitive challenges and the upcoming presidential 
election, which could insert significant ambiguity into the regulatory environment.   
 
Setting coronavirus-related uncertainties aside for a moment, acquirors continue to see significant opportuni-
ties in bank mergers and acquisitions (M&A), and the forces that bring sellers to the market are likely to endure 
for the foreseeable future. In addition, due to the time required to complete a transaction, much of the 2020 
M&A activity is currently deep in the pipeline. Thus, barring an extended economic slowdown, transaction ac-
tivity in 2020 is likely to continue, though the pace will largely be determined by how long and how severe the 
economic issues remain.  
   
With 266 announced whole bank and thrift transactions as of December 31, 2019, M&A volume year over year 
was basically flat from the 257 transactions announced in 2018. Pricing in 2019 was down somewhat from the 
highs seen in 2018, with an average price to tangible book value (P/TBV) of 159 percent compared to 178 per-
cent in 2018. 
 
From a regional perspective, Southeast transactions totaled 56 in 2019 compared to 51 in 2018, with an aver-
age P/TBV of 166 percent compared to 177 percent in 2018.  
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As we look to the remainder of the year ahead, from COVID-19’s effect and political uncertainty to economic 
turmoil and other events both expected and unknown, 2020 promises to be a year of challenges for the bank-
ing industry. This applies to potential buyers and sellers, as well as banks that choose to eschew transactions 
to focus on organic growth. When uncertainty and turmoil arise, fate often favors the resourceful, bold and 
foresighted banks that are committed to helping their customers and communities flourish—even in uncer-
tain times.  

Large mergers of equals (MOE) in the banking industry were among the intriguing themes coming out of 
2019. This has continued into early 2020 with the announced MOE between CenterState Bank Corporation 
and South State Corporation that would create a $34 billion asset organization in the southeastern United 
States. While MOEs are often talked about, they tend to be relatively rare. However, several banks appear to 
have taken a pragmatic approach to the current environment and looked to MOEs as an opportunity to 
achieve scale, drive efficiencies and enhance digital capabilities.  

   

While MOEs will likely remain challenging due primarily to the social issues involved, they continue to pre-
sent potential opportunities for banks of all sizes. In the right situations, MOEs may help address some of 
the challenges many community banks face, including aging leadership, slow or no growth markets, lack of 
scale, inefficiencies and technological shortfalls. However, the number and ultimate success of bank MOEs 
going forward will largely depend on the vision and flexibility of each bank’s ownership, board and execu-
tive team. If they see the possibilities of two organizations coming together to equal something more and 
have the flexibility to pursue an MOE, we may continue to see more of these transactions in the future.   
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