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Questions abound

Dodd/Frank
Impact my Bank?

Will deal prices How large will
for banks bounce banks have to be

back? to compete?
N\

Should | be a
buyer or a seller?

N\
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Asset Distribution

Total Industry Assets = $14.8 Trillion

Top 4 Banks:
$7.8T in Assets
52% of Industry Assets Wells Fargo
9% Greater than 10B
Citigroup 67 Com([))anies
13% s
Bank of America
15%
100MM-1B
,593 Companies
7%
JP Morgan
15%
0-100M
2,205 Companies
September 30, 2011 Data Consolidated by HC 1%

Excludes any bank larger than $1 billion in assets with a deposits to assets ratio of less than 10%
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Industry Profile¢ Balance Sheet

60%

52%

50%

44% 44%

40%

30%

20%

10%

0%
Big 4 >$10B <$10B

September 30, 2011 LTM Median Datansolidated byHC
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Comparison of Earnings Components

(% of average assets)

4.00%
3.50% . 3.42% 3.43% 3.54% 3.56%
3.00% -
2.50% -
2.00% -
1.50% - —
42 P
0/ - ( e -
1.00 /0 . | . .14
0.819
] 0.709 ).89¢
0.50% 0.559 0.459
0.00% - ! ! ! !
> $10 Billion $1 Billion-$10  $500 Million-$1 $100 Million- $500 < $100 Million
Billion Billion Million
mm Net Interest Income NonInterest Income mm Non-Interest Expense —e=Pre-Prov, PreTax, Net Income
Median Bank Level Data, % of Average Assets, BEjgtember 30, 2011
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Net Noninterest Expense by Size
LTM 09/30/2011
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Median Data, % of Average Assets
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Challenges Facing Smaller Banks

Mobile banking technology is already in place at large banks

| Few options to replace declining OD and Interchange fees

)| Dodd/Frank standardization favors wholesale providers

| Larger banks have more access to capital

Increased regulatory burden favors larger banks with more
economies of scale
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Bank and Thrift ROAS
% of the industry by bank

100.00%

90.00% - 19%
ROA < 0%

80.00%

70.00% - >_ 23%

ROA 0% - 0.50%

60.00% -

N

50.00%

40.00% > 36%

ROA 0.50% - 1.00%

30.00%

20.00%

10.00% > 22%

0.00%
PP QP

I P S P P A0 A0 A0 A0 A A A

35% Tax Rate Applied to S-Corps

Last Twelve Months Data
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Loan to Deposits Impact on Net Interest Margin

4.20%
4.10%
Loans/Deposits > 80%
2,781 Institutions

4.00%
S
D | 3.90%
3]
=
D | 3.80% _
) Loans/Deposits 60% - 80%
Q 2,703 Institutions
S| 370%
d—
(O]
zZ

3.60%

Loans/Deposits < 60%
1,612 Institutions
3.50%
3.40%
2010 Y 9/30/2011
Last Twelve Months Median Data
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Decline in Net Interest Margin Since 2005
Based on Loan to Deposit Ratio

0.05%
0.00% -
Loans/Deposits Loans/Deposits Loans/Deposits

-0.05% - > 80% 60% - 80% < 60%

2,781 2,703 1,612
0.10% - Institutions Institutions Institutions
-0.15% -

-0.16%
-0.20%
-0.25% -0.23%
-0.30%

-0.31%
-0.35%
Last Twelve Months Median Data
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Publicly Traded Price Distribution

22

Price/Book (x)

suoNINSU| JO JaquinN

Financial Data as of September 30, 2011 Stock Prices as of January 24, 2012ntervals of 0.05x;
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Publicly Traded Banks and Thrifts
Greater than $2 Billion in Assets

Price to Tangible Book as danuary 24, 2012

120
100
80 _
60
40

> 2.0x >1.0x<2.0x >0.5x < 1.0x <0.5x
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Publicly Traded Banks and Thrifts
Greater than $2 Billion in Assets

Comparison of Median ROA, NPAs and Dividend Yield

10.00% 9.15%
8.00% +
6.00% 1
3.60% " ROAA
4.00% -+ 2.89% = NPAS
™ Dividend

2.00% +

0.00%
-0.66%
-2.00% -
> 2.0x >1.0x < 2.0x >0.5x < 1.0x < 0.5x
Price to Tangible Book As of January 24, 2012
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Publicly Traded Banks and Thrifts

Priceto-Tangible Book > 2.0x

As of January 24, 2012
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Non-Performing Assets / Assets
% of the industry by bank

100.0%

\
90.0% - : 0
NPASs: > 4% >~ 26%
80.0% -
70.0% - <
o N NPAs: 2% - 4% ~ 2204
50.0% H\“m\ <
30.0% T — —
NPAs: 0.5%- 1% 13%
20.0%
10.0% NPAs: < 0.5% 19%
0.0%
209 0% 100 (o000l o8P o0® o8P 09® (09 08 087 08 MO OO L0 ® o o Lot
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Non-Performing Assetg One Year Trend
Third Quarter 2010 to Third Quarter 2011
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Modified TexadRatio Definition

Loans90+ Days Past DueNon Accrual Loans ®REO

Texas Ratie D2@Qi DdzZ N} yiSSR [2Fya |y

TangibleEquity + Loan Loss Reserves
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Modified Texas Ratioouarterly Trend

Modified Texas Ratio Breakdown by Number of Institution
T00 -

600 -

500 —+-

400 -

300 -

200 -

100 -

50%- 75% 75%- 100% 100%- 150% 150%- 200% >200%

E2010Q2 ®2010Q3 m2010Q4 m2011Q1 ®m2011Q2 ©2011Q3
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Institutions with Modified Texas Ratio Above 200%
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How Many Distressed Banks are Viable?
Viable Defined as Saleable or Could Attract Capital

Begin with all banks with modified
Texas Ratio between 50 and 150

[

Pretax, pre-provision ROA >1.00%"?

Yes = Saleable, No = continue

NIM > 4.00%"7?
Yes = Saleable, No = continue

Other factors: Cost of deposits, DDA
Fa 22 2F 0a2al ft

Vd
e

G20Ff RSLI2aArdaz Si
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Saleable Distressed Banksaleable / too distressed)
States with 20 or More Banks with a Modified Texas Ratio B/W 50% and 150%

September 30, 2011 Data
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Unofficial Regulatory Response to Classified Loans

Ratio of Classified Loans to Tier 1 Capital plus Reserves

ALife gets unpleasant
AUnlikely to be approved to buy

AC&D for banks with an
established loan concentration
(likely real estate)

A C&D for banks without an
established loan concentration
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Unofficial Removal of C&D

Ratio of Classified Loans to Tier 1 Capital plus Reserves

wWith new wWithout new
money money

wWith new wSame
management management
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TARP Summary Discounts Anyone?

The Treasury reports it has already recouped over 100% of the money invested in Banks & Thrifts

$21.6 Billion in TARP Outstanding

- Synovus Popular /
$1.0B | $0.9B/"
I

Regions
$3.5B

Texas Ratio
>100%

$7.4B
328 Banks

Ally Financial Inc.

$5.9B

Texas Ratio
<100%

$1.5B
59 Banks
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National Bank and Thrift Acquisition Pricing
Deal Volume & Price / Book

80 T 1.28 - 1.40

1.19
70 T 1.12 1.09 1.08 1.14 4 1.20

1.06
£ —— 0.97
60 — ‘./.\- 1 100

- 0.80

- 0.60

- 0.40

- 0.20

49

T T r OOO
1Q10 2Q10 3010 4Q10 1011 2011 3011 4Q11

Bl Deal Volume -8 Price/Book (x)

Page 29

Sheshunoff&Co

INVESTMENT BANKING



Price to Tangible Book by Asset Quality

2011 Transactions (Excludes Recaps)

1.60x

1.40x

1.20x -

1.00x -

0.80x -

0.60x -

0.40x -

0.20x

0.00x -

keed Price/Tangible Book (x=#ssNumber of Deals w/Pricing

<2.0% 2.0%-4.0% 4.0%- 6.0% >6.0%

NP As/Asset£%)
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2011 Deal Activity Map

o >1.7x Tg Book

e 1.0xT 1.7x Tg Book

. < 1.0x Tg Book

Note: Recapitalizations and deals without pricing are not included on map
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How are Prices for Banks Reported?

AMul ti ple of 8%

_ - No value
Intangible
assets

Capital in excess of

8% of assets

Purchase price

_ less amount
Capital = 8% of assets paid for capital

over 8% =

AMul tiple
Tangi bl e E
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Multiple of 8% Book Example

Multiple of Book

Total assets 200,000 Purchase price: $ 33,200
Equity capital 22,000 Multiple of book: 1.51
Equity to assets 11.0%

Multiple of 8% Book

Total assets 200,000 Purchase price $ 33,200
8.00% Less: excess capital (6,000)

Equity at 8% 16,000 Adjusted purchase price $ 27,200
Equity at 8% 16,000

"Excess capital” 6,000

Multiple of 8% book 1.70
Total capital 22,000
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Recent M&A Cycles

End of Pooling of
Post S&L ConsolidatidBoom (Pooling of Interest) & Tech InterestandTech The Housing Crisis
Bubble Bubble Bursts Post9/11 Expansion
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New Trend- Using Private Stock as Deal Currency

Helps buyer capitalize

transaction

Capital gains
rate on cash

Seller keeps
some chips
on table
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