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We noticed an interesting phenomenon recently—in the community banking 
world, the stocks of many of the largest acquiring community banks have 
massively outperformed the stocks of the possible sellers, and in some cases 
indeed have been some of the S&P’s best performing stocks overall. 
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In the Bank Land of 10-20 years ago, things used to be so simple. The story was one of large bank consolidation, 
with the nation’s largest regional banks—NationsBank, Chase, First Union, Wells Fargo, and on and on—all 
aiming to become dominant first in their regions and then to eventually expand throughout the nation. It was 
a heady time in American banking—and in many ways, a nightmare for bank stock investors. Any portfolio 
manager ran the risk of picking up the paper one morning, reading the headline that his Bank X had paid 2.5X 
book value for some marginal regional bank, and his stock position would get clobbered. So the investment 
strategy for the stocks of large banks became ingrained—buy the sellers, sell the buyers, and wait for the deals 
to happen. 
 
Fast forward to the present day, when the world has been turned on its head. For one thing, big bank deal 
activity (with one or two exceptions) is essentially dead, quashed by Dodd-Frank and regulatory determination 
to not see the nation’s largest banks get one bit bigger. So the attention of Wall Street—which is still able and 
willing to invest in the bank consolidation story—has increasingly turned to the community banking space, 
where the reality is one of increasing consolidation and vigorous earnings growth for many in the space. The 
problem is this—how to play a sector where many of the bank stocks lack sufficient liquidity to allow for a 
painless entry and exit from the market? 
 
We noticed an interesting phenomenon recently—in the community banking world, the stocks of many of the 
largest acquiring community banks have massively outperformed the stocks of the possible sellers, and in some 
cases indeed have been some of the S&P’s best performing stocks overall. This is a particularly noteworthy feat  
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given the generally dreary outlook for bank earnings—more squeezing of net interest margins as interest rates 
stay low, continued high regulatory costs, and the lessening benefits from improving credit quality. So to what 
should we attribute the stellar performance of some of the largest community banks? 
 
It’s about growth, period—and the growth of these banks results from deals and in the process creates the 
market presence and stock liquidity that is necessary for Wall Street to sit up, take notice and to begin to buy. 
The stocks of Bank of the Ozarks (OZRK), BNC Bancorp (BNCN), Ameris Bancorp (ABCB), and South State 

(SSB) within the Southern tier of banks have been especially strong performers, all up massively in the period 
since the end of the Financial Crisis (year-end 2009.) Indeed, Bank of the Ozarks is up 555% during that time—
and we would contrast that stock performance with that of that market darling Apple (AAPL), which has risen 
292% during the same time frame. Who knew—and what gives? 
 
We want to address one issue right off the bat, and get it out of the way. It has been suggested that the 
performance of these companies and other high-performers within the community banking space is the result 
of the riches reaped from absorbing banks closed by the FDIC in the wake of the banking crisis. Yes, the 
accretion from deeply discounted loans and other assets of failed banks can be a major factor in extraordinary 
earnings growth in the wake of a closed-bank deal. One need only look at the earnings momentum of Wells 
Fargo as it consolidated the quasi-failed Wachovia franchise—perhaps the most successful such deal ever—to 
see how the magic of purchase accounting accretion can be leveraged into stellar performance metrics and 
outsized stock performance. 
 
In our view, however, the riches reaped from failed bank deals are not sufficient to carry the acquiring bank for 
many years, but are usually only sufficient to see a company through the earliest years of absorbing a failed 
franchise. We would also point out that in most instances the banks that were closed during and after the 
meltdown by the FDIC and other regulators were awarded to these larger community banks due to their 
prowess at running their own companies profitably and soundly—why risk another, larger failure?—and that 
these skills in absorbing acquired banks (both failed and not) are a large factor in extraordinary stock price 
performance. 
 
Having said our piece, let us now state the obvious—Wall Street is looking for well-run banks that can grow 
without the scorn of Washington and without panic on the part of regulators, and these are the large community 
banks. While all these high-performers are not Southeastern banks—witness First Merchants Corp. (FRME) in 
Indiana, up 366%—the Southeast is nonetheless seen as one of the nation’s most attractive regions for bank 
deals, due both to growth in its major markets (Atlanta, Charlotte, Charleston, Savannah, Greenville, most of 
Florida, etc.) and to the existence of many smaller banks here that will eventually find growth opportunities 
lacking. It is the nation’s foremost target-rich environment, and we expect that the lion’s share of future 
community deals will come from this region. 
 
Bank of the Ozarks, BNC Bancorp, Ameris, United Community (UBCI), South State and many others are 
aggressively diversifying outside their home regions, and this is one of the reasons for increasing investor 
attention. One should look at the present footprint of OZRK to see how this bank has grown out of Arkansas 
(not noted as a center of growth), diversifying into places like Texas, Georgia, North Carolina, and Florida, to 
realize that these days bank holding company names can sometimes be misleading. And OZRK has leveraged 
the geographic diversification of its 173 branches, its expertise in purchasing and managing higher-yielding 
loan portfolios, and its culture of exemplary cost efficiency to become the nation’s highest performing bank 
(ROA of 2.15% for the first half of 2015) for several years in a row. 
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We addressed a group of regulators recently, and said to them what we have been saying for years now—that 
the solution to the nation’s “too big to fail” dilemma with the largest banks is not to break them up, but to allow 
more growth in the community banking sector. That would involve removing the ridiculous and totally illusory  
 
$10 billion asset size constraint on community banks, and allowing the consolidation that would enable these 
companies to become bigger factors in their customers’ lives and even more serious competition for the large 
regional banks. While we are not optimistic that such a development is right around the corner, we do believe 
that the performance of this select group of larger (and acquiring) community banks will increasingly supplant 
the names of the large banks that are now regarded as the industry leaders, and that everyone is beginning to 
take more notice.  
 

 

  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Holding Company Ticker HQ State

Emerging Consolidators ($4B - $10B BHCs Active in M&A)

* Bank of the Ozarks, Inc. OZRK AR 8,710,435    13            6              554.9%

* BNC Bancorp BNCN NC 4,278,588    12            8              227.8%

* Home BancShares, Inc. HOMB AR 8,074,382    12            6              299.1%

* Ameris Bancorp ABCB GA 5,205,734    11            5              311.5%

Heartland Financial USA, Inc. HTLF IA 6,717,007    8              8              184.1%

* Simmons First National Corp. SFNC AR 7,614,358    8              6              102.0%

Columbia Banking System COLB WA 8,518,019    7              2              125.2%

BancFirst Corp. BANF OK 6,498,898    6              2              95.9%

* South State Corp. SSB SC 8,084,984    6              2              207.2%

Berkshire Hills Bancorp BHLB MA 7,518,747    5              2              58.2%

First Merchants Corp. FRME IN 6,140,308    5              5              366.1%

First Midwest Bancorp, Inc. FMBI IL 9,863,027    5              3              70.1%

Glacier Bancorp, Inc. GBCI MT 8,589,810    5              5              131.6%

Chemical Financial Corp. CHFC MI 9,020,725    4              3              68.5%

* Renasant Corp. RNST MS 5,899,190    4              2              195.0%

Emerging Consolidators, Median Total Return: 184.1%

SNL U.S. Bank Index: 72.5%

S&P 500 Index: 94.3%

Dow Jones Industrial Average: 80.9%

Sources: SNL Financial, Google Finance

Table shows all exchange-traded bank holding companies nationally that have conducted at least four M&A transactions 

since the beginning of 2010 within this asset class, and been publicly traded during that entire time period. Only 10 BHCs 

with more than $10B in assets as of mid-year 2015 had announced at least three deals since 2010, and just one of them - 

BB&T Corp. - has more than $100B in assets.

Total Assets 

($000), 

06/30/15

# of 

Mergers 

Since 2010

# of 

Mergers 

Since 2012

Total Return, 

12/31/09 - 

09/30/15

* Indicates that Banks Street Partners, LLC, through its wholly owned broker/dealer subsidiary BSP Securities, LLC, 

sought in the last 12 months or might seek in the next three months to engage in investment banking activity with these 

companies.
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To read NAB Research’s disclosures for the preceding commentary, please visit http://www.bushonbanks.com/disclosure.shtml 

 

This commentary was provided by Nancy A. Bush, CFA of NAB Research, LLC and is being distributed by Banks Street Partners, LLC. The views 

of the author do not necessarily represent the view of Banks Street, and Banks Street has neither directed nor had editorial oversight over the content. 

Material in this report is from sources believed to be reliable, but no attempt has been made to verify its accuracy. Past performance is no guarantee 

of future results. Banks Street Partners, LLC actively seeks to conduct investment banking in the community banking sector. To learn more about 

Banks Street, please visit www.BanksStreetPartners.com. 

Holding Company Ticker HQ State

Emerging Consolidators ($4B - $10B BHCs Active in M&A)

* Bank of the Ozarks Inc. OZRK AR 8,710,435 25.3 375.4 22.6

* BNC Bancorp BNCN NC 4,278,588 16.5 195.9 15.3

* Home BancShares Inc. HOMB AR 8,074,382 20.2 344.5 20.6

* Ameris Bancorp ABCB GA 5,205,734 21.4 214.1 21.1

Heartland Financial USA Inc. HTLF IA 6,717,007 13.5 178.6 13.0

* Simmons First National Corp. SFNC AR 7,614,358 20.3 219.9 15.5

Columbia Banking System Inc. COLB WA 8,518,019 21.0 227.7 18.1

BancFirst Corp. BANF OK 6,498,898 14.9 175.5 15.4

* South State Corp. SSB SC 8,084,984 20.5 278.3 18.1

Berkshire Hills Bancorp Inc. BHLB MA 7,518,747 17.4 166.0 13.5

First Merchants Corp. FRME IN 6,140,308 14.0 176.4 14.9

First Midwest Bancorp Inc. FMBI IL 9,863,027 19.2 186.6 15.3

Glacier Bancorp Inc. GBCI MT 8,589,810 19.2 243.1 17.1

Chemical Financial Corp. CHFC MI 9,020,725 16.1 189.1 13.8

* Renasant Corp. RNST MS 5,899,190 16.8 236.5 16.7

Emerging Consolidators, Median Pricing Multiples: 19.2 214.1 15.5

$100B+ Asset Super Regionals

Regions Financial Corp. RF AL 121,855,000 14.2 124.6 11.8

Fifth Third Bancorp FITB OH 141,658,000 13.0 142.4 11.8

SunTrust Banks Inc. STI GA 188,858,000 12.5 143.5 11.9

BB&T Corp. BBT NC 191,017,000 14.7 199.5 13.6

Capital One Financial Corp. COF VA 310,510,000 12.4 161.2 10.3

PNC Financial Services Group PNC PA 353,945,000 13.2 156.5 12.3

U.S. Bancorp USB MN 419,075,000 13.9 258.5 13.1

$100B+ Asset Super Regionals, Median Pricing Multiples: 13.2 156.5 11.9

Source: SNL Financial

Pricing data as of October 12, 2015 close.

P/E (x), 

Median 
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* Indicates that Banks Street Partners, LLC, through its wholly owned broker/dealer subsidiary BSP Securities, LLC, sought in 

the last 12 months or might seek in the next three months to engage in investment banking activity with these companies.
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