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We recently spoke to the President/CEO Conference of the Georgia Bankers Association on the topic of the 
present state on the Georgia banking industry, and we must say that the process of preparing our remarks 
became something of a trip down memory lane. (Kudos and thanks to our data peeps at Banks Street Partners 
for assembling a very topical and thought-provoking set of graphs and charts.) And the timing of the 
presentation was fortunate, coming as it did shortly after the 10-year anniversary of the bankruptcy of Lehman 
Brothers and the Financial Crisis that followed. 
 
We must admit that our trip through the recent history of Georgia banking was not an altogether pleasant 
experience. While Georgia may not have been at the exact epicenter of the housing crisis that fed the Great 
Meltdown—that honor probably goes to California and/or Florida—it was nevertheless one of the Bunsen 
burners that fed the flame and made it white-hot. One need only go to neighborhoods in south and west 
Atlanta—or indeed to some of the more rural areas north of the city—to see houses that are still vacant and to 
see the “PVC pipe fields” that mark housing developments that were abandoned before construction could 
begin. Yes, banking is thriving, and Hotlanta has risen again, but the scars remain visible nonetheless. 
 
As we reviewed the factors behind the banking crash in Georgia, we could not avoid the constant refrain of 
“What were we all thinking?” And yes, it was pretty much all of us—bankers, regulators, and bank analysts 
and other industry observers alike—who ignored the warning signs of stress that began in 2004-2005 (or even 
earlier) and flashed red in 2007. There were so many signs—and so many missteps, by managements and 
regulators alike—that in retrospect it seems that it was the perfect storm of hubris, arrogance and inattention 
to important details. 
 
One of the driving factors here in Georgia (and nationwide) were bank valuations that had simply gotten out 
of hand and a de novo culture that aimed to take advantage of that reality. The “3 and 3” mindset took hold—
establish a bank, leverage up the invested capital, and in three years sell out at 3x book value. And why not? 
But when the regulators got wise to the game and saw how much these capital cushions had been stretched, 
they forced many of these “mushroom” banks to raise more capital—which then got pushed out into yet more 
dicey construction loans, many of which came to be funded with brokered deposits. 
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Thus the downward spiral of loan quality took hold and gained momentum, aided by the practice of 
participating large loans and the unwise use of “personal guarantees” from developers (who were also 
personally guaranteeing loans at four or five other banks.) The cycle began to unwind after the regulators 
pushed through the 100%/300% guidelines on commercial real estate exposure in December 2006, and the wave 
of bank failures in Georgia began—rising from one failure in 2007 to a high of 25 failures in 2009, with 93 banks 
in total failing in the period 2007-2018. (We were first in the nation, but not in a good way.) While the bank 
failure wave is pretty much behind us here in Georgia, there are still a few banks in the state that are “on the 
cusp” and still struggling to offload large concentrations of commercial real estate. 
 
Exhibit 1: Failed Banks and Thrifts in Georgia Over Time  
 

 
Source: FDIC, S&P Global Market Intelligence 
 
So what is the legacy of Georgia’s searing experience during the Financial Crisis? If we can point to one bank 
that encompasses that legacy and what has come since, it would be Synovus Financial Corp. (SNV) in 
Columbus, a larger regional player whose management will admit nearly “bought the farm” in 2010 due to a 
massive concentration of nonperforming commercial real estate loans coupled with a much-underdeveloped 
ability to raise core deposits. A new CEO, Kessel Stelling, brought with him in 2010 a new attitude toward 
working with regulators, shedding troubled CRE loans, refocusing the bank’s approach to retail banking and 
raising core funding, and generally reinstating the historically conservative posture that had permeated 
Columbus Bank & Trust from its founding in 1888 until the early 21st century. 
 
Mr. Stelling recently capped his accomplishments with a singular deal—the pending acquisition of FCB 
Financial Holdings (FCB), the parent of $12 billion-asset Florida Community Bank headquartered in West Palm 
Beach. The deal came with an unusual circumstance: FCB’s announced value was at a price below its most 
recent market value. The $36 billion entity that will result from this deal will be a more significant regional 
player and will transform Synovus from a bank that was seen by some as a likely target for a large out-of-state 
regional player into a bank that will likely move swiftly beyond the $50 billion threshold to be regarded as 
being in banking’s big leagues. 
 
That brings us to the other important and transformational legacy of the Financial Crisis for Georgia banking. 
The banking scene in Georgia has been greatly altered by mergers, both with failed banks and with healthy 
ones, and that trend seems only to be gaining momentum 10 years after the Financial Crisis. The major bank 
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picture was greatly altered in the meltdown’s immediate wake by the acquisition of the failing Wachovia by 
Wells Fargo & Co. (WFC) and by the entry of J.P. Morgan Chase (JPM) into the Atlanta market through the 
nascent branch system of Washington Mutual. A very credible argument can be made that the entry of two 
such large and stable players was an important factor in stabilizing the Georgia economy. 
 
The resumption of growth in Georgia and the rise of Atlanta from its long housing-induced slump has once 
again made the state a “must be there” target for acquirers, as have the emergence of Athens and Savannah as 
additional centers of strong growth within the state. The bulk of deal activity now is coming within the ranks 
of the mega-community segment, and the pending $1.4 billion acquisition of mid-state player State Bank 
Financial (STBZ) by Cadence Bancorp. (CADE) of Houston is representative of recent deal activity.  
 
Of note also was the recent acquisition of Charter Financial of West Point by CenterState Bank Corp. (CSFL) 
of Florida, with CSFL gaining a large swath of middle Georgia as well as a smaller presence in Atlanta upon 
which it plans to build. Another large regional community bank, South State Corp. (SSB) of South Carolina, 
continues to build out its presence in northeast Georgia and in Augusta and will likely be (we believe) in the 
metro Atlanta area at some point. Ditto for Pinnacle Financial Partners (PNFP) of Nashville, whose acquisitive 
CEO, Terry Turner, perennially mentions Atlanta as a place he would like his bank to establish a foothold. And  
so it goes—in spite of a recent banking history that was not so pretty, Georgia seemingly always manages to 
rebound and to reclaim the mantle of Southeastern growth hub, in spite of some serious new regional 
competition.  
 
Yes, the trend has been toward small banks getting bigger, and it does bear mentioning that the very smallest 
banks in Georgia have become an endangered species. An industry colleague related this eye-catching 
statistic—that in 2006, Georgia had 122 banks and thrifts with less than $100 million in total assets. By mid-
2018, that number has fallen to 36, and indeed there are some markets in the state that no longer have what is 
known as a “home town bank.” It is a valid subject of debate as to whether these very small banks can (or 
should) continue to exist—but the reality is that for some communities, the changes that have come to Georgia 
banking in the last decade have not worked to their advantage. 
 
The subject of the next recession and when it may occur (the consensus seems to be building around 2020) is 
being hotly debated, and it is sure that there will be banks here in Georgia and elsewhere that will be found to 
have not been completely pristine in their lending practices. But it is hard for us to believe that the legacy of the 
Financial Crisis is anything other than a Georgia banking industry that is more liquid, better capitalized, better 
regulated, and more aware of recent history than any one that we have seen in our 36-year career, and the next 
downturn should be a cakewalk as a result. 
 
 
 
To read NAB Research’s disclosures for the preceding commentary, please follow this link: 
 
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 
actively seeks to conduct investment banking in the financial institutions and services sector, including potentially with 
companies named in this report. To learn more about Banks Street Partners, please visit www.BanksStreetPartners.com. 

http://www.bushonbanks.com/disclosure.shtml
http://www.banksstreetpartners.com/

