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The Banking Industry Today

The Industry Is In Good Shape, But The Economy And Rates Are Shifting

Investors Want Certainty And Are Waiting

The Battle Royale Is Underway 

Largest Banks  vs.  Other Banks  vs.  Shadow Banks  vs.  FinTech

Headwinds Have Slowed Bank Consolidation, For Now
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Economic Indicators are Signaling Recession
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Source: S&P Global, University of Michigan Consumer Sentiment Index, St. Louis Fed, and KBW Research published 1/22/2023. 
Note: Market data as of 1/20/2023.

6.4%

101.0

59.7

2s – 10s: 

(0.66%)

2s – 10s Inversions Have Preceded the Last 8 of 10 Recessions

Consumer Confidence

2-10 Year SpreadConsumer Price Index (Y-O-Y % Change)

U.S Real GDP Growth (%)

31.2%

33.8%

2.6%
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Historical Trends Signal Rising Unemployment

Source: St. Louis Fed.
Note: Market data as of 1/20/2023.

(1) Discover Financial Services’ (NYSE: DFS) Q4 2022 earnings call transcript.

Peak Unemployment

during Recession
5.9% 8.6% 7.8% 10.8% 6.8% 5.5% 9.5% 14.7%

U.S. Unemployment Rate and Recessions Since 1970 

U.S. Recession Unemployment Rate

Discover Financial 

Services estimates 

unemployment in 

2023 to be between 

4.5% and 6% (1)
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Current Cycle

Mar’22 – Today

+425 bps

Q1’88 – Q1’89

+325 bps Q1’94 – Q1’95

+300 bps

Q4’86 – Q3’87

+137 bps

Q2’99 – Q2’00

+175 bps

Q2’04 – Q2’06

+425 bps

Q4’15 – Q4’18

+225 bps

Number of Quarters

Source: S&P Global. 
Note: Historical rate hikes since 1985. Rate hikes based on the fed upper bound. Market data as of 1/20/2023. 
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KBW’s Economic Baseline – Rising Rates & Softer Landing

Fed Funds Rate (Upper Bound)10-Year Treasury

Mortgage Originations (% Change)Unemployment RateReal GDP Growth 

2.4% 

(3.4%)

5.7% 

1.9% 

0.3% 
1.5% 

'19 '20 '21 '22E '23E '24E

3.7% 

8.1% 

5.4% 

3.7% 
4.3% 

4.8% 

'19 '20 '21 '22E '23E '24E

34.0% 

82.0% 

(3.0%)

(43.0%)

(9.0%)

13.0% 

'19 '20 '21 '22E '23E '24E

2.15% 

0.92% 

1.51% 

3.88% 4.00% 4.00% 

'19 '20 '21 '22E '23E '24E

2.15% 

0.25% 0.25% 

4.50% 
5.00% 

4.25% 

'19 '20 '21 '22E '23E '24E

Source: Bloomberg, Moody’s and KBW Research published 1/3/2023; “Revised KBW Economic Baseline: Higher Rates With an Eye on Unemployment.”
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KBW Outlook  – Slowing Growth

Net Interest Income Growth

13% 

6% 
5% 

7% 

17% 

13% 

3% 

'18 '19 '20 '21 '22E '23E '24E

3.64% 3.61% 

3.26% 

3.05% 

3.34% 

3.62% 
3.58% 

'18 '19 '20 '21 '22E '23E '24E

3.1% 3.3% 

8.3% 
9.1% 

7.4% 

4.4% 
3.3% 

'18 '19 '20 '21 Q1 '22 Q2 '22 Q3 '22

9% 

6% 

9% 

3% 

13% 

6% 
5% 

'18 '19 '20 '21 '22E '23E '24E

Source: S&P Global, FactSet and KBW Research published on 1/8/2023. 

Note: Industry estimates per KBW Research; KBW Research estimates per FactSet as of 1/20/2023 where applicable; Data presented on median basis for all banks within KBW 

coverage universe; Excludes BK, GS, NTRS, and STT.

Margin Expansion

Excl. PPP

1%

6%

Cash & Equivalents / Average Assets (%)

15%

Excess LiquidityLoan Growth
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KBW Outlook  – Peak Revenue Growth is Now

0.04%

0.23%

0.29%

0.08%

0.04%

0.01%
0.00%

(0.01%) 0%

3%

8%

10%

12%

20%

30%30%

27%

18%

8%

5%

Core NIM Expansion Is Over Peak NII Growth Is Here

Source: KBW Research published on 1/8/2023.

Note: Core NIM and Core NII is excluding impact of PPP and accretion income.

Change In NIM (Q/Q) (%) Core NII Growth (Y/Y) (%)
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KBW Outlook  – Provisions are the Wild Card and Capital Should Rebuild

9.2% 
9.5% 

8.8% 
8.5% 

7.8% 

8.3% 

8.9% 

2018 2019 2020 2021 2022E 2023E 2024E

Tangible Common Equity / Tangible AssetsProvision / Average Loans (excl. PPP)

Source: S&P Global and KBW Research published on 1/8/2023. 

Note: Industry estimates per KBW Research; Data presented on median basis for all banks within KBW coverage universe; Excludes BK, GS, NTRS, and STT.

0.16% 0.14% 

0.63% 

(0.09%)

0.14% 

0.28% 0.29% 

2018 2019 2020 2021 2022E 2023E 2024E
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(5.0%)

(2.0%)

(3.0%)

5.0% 

Q1 2022 Q2 2022 Q3 2022 Q4 2022E

Actual TBV Δ

KBW Outlook  – Positive Pivot from AOCI in Q4

2022 Quarterly Change in Tangible Book Value2022 Quarterly TCE/TA

Q4 ’22E Δ AOCI Impact

Source: KBW Research published on 1/8/2023. 

Note: Industry estimates per KBW Research; Data presented on median basis for all banks within KBW coverage universe; Excludes BK, GS, NTRS, and STT.

~50bps

8.0% 

7.7% 

7.5% 

7.7% 

Q1 2022 Q2 2022 Q3 2022 Q4 2022E
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2.8% 

1.0% 
1.6% 

0.1% 

2.9% 

4.3% 

(1.2%)

'18 '19 '20 '21 '22E '23E '24E

KBW Outlook  – Operating Leverage & EPS Growth is About to Turn

Source: S&P Global, FactSet and KBW Research published on 1/8/2023. 

Note: Industry estimates per KBW Research; Data presented on median basis for all banks within KBW coverage universe.

Excludes BK, GS, NTRS, and STT; KBW Research estimates per FactSet as of 1/20/2023 where applicable.

(1) Pre-Provision Net Revenue is equal to the sum of net interest income and noninterest income less noninterest expense.

(2) Expenses do not include provision expense.

EPS Growth

37.1% 

6.3% 

(13.0%)

50.0% 

1.0% 
10.0% 

0.0% 

'18 '19 '20 '21 '22E '23E '24E

14.3% 

8.2% 8.5% 

6.2% 

13.0% 

16.5% 

0.8% 

'18 '19 '20 '21 '22E '23E '24E

Pre-Provision Net Revenue Growth 
(1)

Return on Average Tangible Common Equity

Operating Leverage = Revenue Growth – Expense Growth

14.0% 13.9% 

10.7% 

15.6% 
16.2% 16.4% 

14.8% 

'18 '19 '20 '21 '22E '23E '24E

Operating Leverage 
(2)
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2015 2016 2017 2018 2019 2020 2021 2022

Focus on Deposits  – Deposits are Shrinking and Competition is Building

Total Deposits of Commercial Banks in the United States ($T)

4/13/22 Peak 

of $18.2T

2015 – 2019 CAGR: 5.0%

$15.3T

Implied Deposits Based on 5.0% Annual 

Growth from 2019 to Today

$17.7T

$2.4T       

Gap

Source: The Federal Reserve; Latest available deposit data as of 1/11/2023.
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6.0% 

19.0% 

32.0% 

43.0% 

Q2 2022 Q3 2022 Q4 2022E Q1 2023E

Institution IBD Beta

84%

75%

73%

63%

61%

52%

Deposits Costs – Betas Are Back

Recently Disclosed Q4 Betas Incremental Deposit Betas

Source: S&P Global Market Intelligence and KBW Research published 1/8/2023.

Note: Deposit betas based off Interest-Bearing Deposits. Data represents median of all banks under KBW Research Coverage. 
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5.0x

10.0x

15.0x

20.0x

25.0x

'08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22

KBW Regional Bank Index (KRX)

Bank Stocks Embed Investor Concerns

Source: FactSet. Market data as of 1/20/2023.

Note: The KBW Regional Banking Index (KRX) includes 50 U.S. based regional banks with assets between $8 and $75 billion.

Bank Stock Consensus Forward (NTM) Earnings Multiples Since 2008 KRX Valuation Multiples

Post 2016 Election Peak: 19.6x
Financial Crisis

KRX 15 Year Median: 14.5x

9.3x 

14.5x 

Today Long

Term
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Investors Want Certainty And Are Waiting

Strong Starting Point

Profitability

Credit

Capital

Attractive Valuation

P/E Ratios

Dividend Yields

Are Earnings Estimates Accurate?

What about…

- The Economy

- Credit

- Growth

- Bond Marks

- Core Funding 

- Expense Inflation

- Technology Investment

- Regulatory Costs
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0.55% 0.79% 0.91% 0.87% 0.86% 0.87%

1.96% 2.33%

4.98%
4.44% 4.17% 4.10% 4.09%

4.23% 3.66%

4.29%

(3.97%)
(3.14%) (2.82%) (2.89%) (2.69%) (2.34%)

(3.22%)
(4.15%)

1.70%
2.23% 2.26% 2.28% 2.38%

2.65% 2.44% 2.34%

(6.00%)

(4.00%)

(2.00%)

0.00%

2.00%

4.00%

6.00%

<$1B $1B - $5.0B $5.0B - $10.0B $10.0B - $20.0B $20.0B - $50.0B $50.0B - $100.0B $100.0B - $1.0T >$1.0T
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Non-Interest Income /  RWA Net Interest Income /  RWA Non-Interest Expense /  RWA Pre-Tax Pre-Provision Income /  RWA

Investors Continue to Favor Scale

Source: S&P Global. Financial data as of the most recent quarter available. Market data as of 1/20/2023.

Median 
Price / TBV 1.00x 1.35x 1.47x 1.80x 1.70x 1.68x 2.07x 1.40x

Pre-Tax Pre-Provision Income Composition
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The Battle Royale – Who’s Winning?

Shadow Banks FinTech

SMID Banks Large Banks

The Customer

Regional Banks
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32%
23% 20% 17%

27%

23% 24%
18%

41%
54% 56%

65%

2010 2014 2018 2022

Banks > $100B

Banks $10-100B

Banks < $10B

Big Banks Continue to Win Deposit Share

Source: FDIC and S&P Global; 2022 deposit data as of 9/30/2022; 2010, 2014 and 2018 deposit data as of year-end.
Note: Includes both commercial banks and savings & loan institutions; Company size based on deposits and not pro forma for pending acquisitions. 

Total US Deposits

Total US Banks

$7.9 Trillion

7,466

$10.4 Trillion

6,518

$12.7 Trillion

5,415

$17.8 Trillion

4,754

Deposit Market Share by Bank Size (%)

99% of All Banks

97% of All Banks

3% of Banks Have 83% of Deposits1% of Banks Have 68% of Deposits
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'02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21

Global Shadow Banks Global Banks

Shadow Banks Have More Share Than Big Banks

Global Financial Asset Market (%)

49%

Alternative Managers Q3'22 Credit FPAUM ($bn)

#10 Apollo Global Management 323.9

#16 Blackstone Group 193.7

#18 KKR & Co. 171.6

#20 Brookfield Asset Management 140.1

#20 Ares Management 134.3

#20 Carlyle Group 117.3

#40 Blue Owl Capital 45.3R
a
n
k
 A

s 
a
 U

.S
. 
B

a
n
k

38%

Source: FSB, Fed Flow of Funds, Bloomberg and KBW Research published 1/10/2023.
Note: FPAUM = Fee-Producing Assets Under Management.



Page 21 Source: Fed Flow of Funds and KBW Research published 1/10/2023.
Note: 2022 data is as of 9/30/2022.

Shadow Banks Lead Most Lending Categories

20%

30%

40%

50%

60%

70%

80%

90%

Consumer Credit Residential Family CRE Commercial (ex-CRE)

50%

Shadow-Banking Share Of Credit Outstanding By Category (%)

58%

64%

79%

1952 1957 1962 1967 1972 1977 1982 1987 1992 1997 2002 2007 2012 2017 2022
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Shadow Banking Competitive Dynamics

Zero Interest Rates Were Good For 

Shadow Banks

Funding Will Matter 

More

Credit Risk Has 

Migrated Here

Crypto Involvement 
Regulatory Response 

Pending
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Rising Engagement Shows Digitization is Here to Stay

Source: McKinsey & Company, Plaid, The Harris Poll, US Census Bureau, and KBW Research.
(1) Survey question: “Do you use any apps and other digital services to manage any aspect of your money?”

0.0%

25.0%

50.0%

75.0%

100.0%

Average Gen Z Millenial Gen X Boomer

58.0% 

88.0% 

80.0% 

4

3

3.3

2020 2021 2022

Consumers Using Fintech Fintech Apps Per Consumer

16.4%

15.1%

14.5%

13.6%

0.0%

5.0%

10.0%

15.0%

20.0%

Actual Pre-Covid Trendline

5+ years of growth 

captured in 3 months

Pandemic driven surge has 

receded some; now roughly 

1-year ahead of trend line

US eCommerce Penetration (%)

Adoption By Age Group (%)
(1)

Surge in US eComm adoption, albeit recent pullback

Gen Z adoption 

continuing to 

increase

Baby Boomers show 

adoption decline

Consumer Fintech Adoption
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KBW FinTech Map  – 6 Themes Driven by 2 Forces

Source: Company websites, pngwing.com, KBW Research.

Uneven Regulatory Playing Field

Embedded 

Finance

Artificial 

Intelligence

Blockchain

Technology
Digitization

Open 

Banking

Crypto & 

Digital Assets

Themes Reshaping the Future of Finance

Investor Appetite for Growth

Growth Investor Appetite is Changing the Cost of Capital

The Regulatory Perimeter is Likely to Grow

1

1 2 3 4 5 6

2
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A Multitude of FinTechs Have Stepped in With Better Digital Experiences 

Mobile Payments

Investing

Consumers are relying on a variety of providers 

beyond primary banks to meet their financial 

needs

Financial 

Management

Savings Accounts

Checking

Health 

Savings Account

Short-term 

lending

Source: Forbes.com, company websites, KBW Research.
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How Financial Services are Consumed and Distributed is Evolving

Consumers

Businesses

Among Other FinTechs …

… a Growing FinTech Ecosystem

Deposit Accounts,

Capital, Credit, …

Support …
Traditional Banks

Shadow Banks

Capital Markets

Notably, Shadow Banking Is Becoming A Key Enabler Of A Growing Fintech Field



Page 27

Big Tech Is Paying Attention  – Apple’s Growing Financial Lineup

Source: Company Website; KBW Research.
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Big Tech’s Scope Is Widening

Source: Company websites, pngwing.com, KBW Research.

Popular Digital Wallets Are Expanding Their Scope

Tax Services

Debit/Credit Cards

Crypto

Investing

Direct Deposit

Business Accounts

Closed Loop Networks

P2P Payments
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To Defend their Turf, Banks Have to Act

Source: Company websites, pngwing.com, KBW Research.

Larger Fis Have  Built Solid Digital Offerings … 

… Partner

Well-established FI Partners Can Enable New FinTechs

Invest  or … 
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Banks of All Sizes Are Starting to Act

Bank / Fintech Partner Description Bank / Fintech Partner Description

§ Easypay lends to customers with 

low FICO scores unable to obtain 

credit

§ Announced March 2022

§ Provides support to payment card 

issuing programs to launch Visa 

consumer, business, and 

commercial credit cards 

§ Announced February 2022

§ Sweetwater enables enterprise 

data sharing and the digital 

transformation of payment 

solutions

§ Announced May 2022

§ Partnership allows for bank clients 

to receive paychecks directly 

through Cash App

§ Announced April 2022

§ Enables card holders to round up 

change on spending and invest in 

their choice of asset

§ Announced March 2022

Source: Company websites, investor presentations, press releases and news reports.

§ TassatPay provides customers 

access to real-time payments 24/7 

with no limits on transaction sizes 

or volumes

§ Announced September 2022

§ MANTL streamlines and digitizes 

the deposit onboarding process 

for consumer, small business and 

commercial clients

§ Announced September 2022

§ Finexio reduces cost and drive 

efficiencies through payments 

solutions

§ Announced July 2022
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New Charters Failed Mergers Banks Credit Unions

35 Years Of Bank Consolidation Has Shrunk the Industry
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1985: Interstate Banking Act 1994: Riegle-Neal Interstate Banking and Branching Act

1994 Act officially removes restrictions on acquiring banks across 

state lines on a federal level

1985 Act authorizes states to self-

regulate interstate banking

18,073

~12,000

4,754

4,919

(1)

Source: FDIC, S&P Global; Data as of 9/30/2022.

Note: Mergers include government assisted transactions.

(1) Includes both commercial banks and savings & loan institutions.
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Bank M&A Has Slowed

COVID
Shock

Quarterly Average

Deals > $50M:  21 Deals 19 Deals 6 Deals 19 Deals 13 Deals

Source: S&P Global. Data as of 1/20/2023.

Note: Includes all announced bank and thrift transactions where target was headquartered in the United States.

Total Bank 

Merger Proceeds:

2018 2019 2020 2021 2022

$29.6B $55.2B $27.9B $76.6B $22.7B

17
26

17 22
13 18

30
16 11 2 6 6 10

30
21

13 12 12 12 14

56

81

60 56

48

69

83

53

41

9

33
29

34

65

62

44 49

36

45
38

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Announced Deals $50M+ All Announced Deals
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Top 15 Bank Mergers Since 2021

Source: S&P Global. 

Note: Includes all announced bank and thrift transactions where target was headquartered in the United States. Deal values shown at announcement. 

2021 Deals 2022 Deals

$16.3B

$8.0B

$7.6B

$5.2B

$5.1B

$3.7B

$2.9B

$2.6B

$2.5B

$2.0B

$1.2B

$1.2B

$1.2B

$13.7B

$1.3B
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0.89x
0.92x

0.95x 0.96x 0.95x
0.93x

2017 2018 2019 2020 2021 2022

192% 187%

165%

144%
157% 159%

2017 2018 2019 2020 2021 2022

Pay-to-Trade(1)

Valuation is 

Relative…               

Pay-to-Trade 

Remains 

Consistent 

1-Day Market Premium

Price / TBV

Price / LTM EPS(2) Price / LTM EPS + Saves(2)

21.9x
19.9x

15.4x
14.5x

15.5x
14.4x

2017 2018 2019 2020 2021 2022

12.9x
11.7x

9.8x

8.3x

10.0x 9.9x

2017 2018 2019 2020 2021 2022

Tax reform enacted 12/21/17 Tax reform enacted 12/21/17

15.6%

20.3%

23.7%

11.0%

17.0%

29.6%

2017 2018 2019 2020 2021 2022

Multiples Paid Remain Consistent with Buyers’ Trading Valuations

Source: S&P Global and Company documents. Data as of 1/20/2023. Includes transactions with announced deal values >$50M. Figures represent medians.

(1) Pay-to-Trade defined as the P/TBV multiple paid in the transaction divided by the buyer’s TBV multiple the day prior to announcement.

(2) Deals including 2017Q4 in LTM EPS exclude the effect of DTA revaluations. Earnings multiples greater than 40.0x or less than 0.0x are designated “NM” (not meaningful).
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49.7%
45.7% 47.5%

68.7% 68.6%

83.8%

2017 2018 2019 2020 2021 2022

7.0% 6.5%
8.0%

16.0%

12.0%

10.0%

2017 2018 2019 2020 2021 2022

Buyer EPS Accretion (%) Buyer Incremental EPS Accretion (%)(1)

TBV Earnback (Years) TBV Dilution (%)

(3.0%) (3.1%) (3.1%)

(2.4%)

(3.4%)
(3.9%)

2017 2018 2019 2020 2021 2022
3.0 yrs 3.0 yrs 3.0 yrs

2.1 yrs
2.3 yrs

2.5 yrs

2017 2018 2019 2020 2021 2022

Buyers Remained Conservative on Earnback in 2022

Source: S&P Global and Company documents. Data as of 1/20/2023. Includes transactions with announced deal values >$50M. Figures represent medians.

(1) Incremental EPS accretion defined as buyer EPS accretion percentage divided by target pro forma ownership percentage.
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156

252

Deals < $1B Deals > $1B

143

169

Deals < $1B Deals > $1B

Deals Will Take Longer to Close

Days Until Close – Deals Announced in 2019 Days Until Close – Deals Announced in 2021

Source: S&P Global and Company documents. Data as of 1/20/2023. Figures represent medians.

Note: Includes deals with disclosed deal value; Excludes pending deals.

$1B+ deals 
took 49% 

longer to 

close in 2021

Trump Administration Biden Administration
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Washington Update

Regulatory Initiatives

§ President’s Requested Bank M&A Review

– February 10 OCC Hosted Bank M&A Symposium

§ Final CRA Rule Being Written

§ Fair Lending In Focus

§ New BSA & AML Rule Implementation

§ Basel IV Introduction

Legislative Initiatives

§ Debt Limit

§ Crypto & Stablecoin Framework

Kamala Harris

Pete Buttigieg

Michelle Obama

Don’t Forget About 2024Don’t Forget About 2024

Joe Biden

Gavin Newsom

Ron DeSantis

Mike Pence

Nikki Haley

Glenn Youngkin

Donald Trump

Congress?
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Conclusion

The Banking Business Is Likely To Get Harder As The Year Unfolds

Competition Is Coming From More Places

Consolidation Has Slowed, But The Reasons For It Are Probably Growing 

Banks Of All Sizes Can & Will Be Winners, If They Pick Their Course Now
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General Information and Limitations

This presentation, and the oral or video presentation that supplements it, have been developed by and are proprietary to Keefe, Bruyette & Woods, Inc. (“KBW”) and were prepared exclusively for 
the benefit and internal use of the recipient. Neither this printed presentation, nor the oral or video presentation that supplements it, nor any of their contents, may be used, reproduced, 

disseminated, quoted or referred to for any other purpose without the prior written consent of KBW.

The analyses contained herein rely upon information obtained from public sources, the accuracy of which has not been independently verified, and cannot be assured by KBW. In addition, many of 

the projections and financial analyses herein are based on estimated financial performance and are intended only to suggest a reasonable range of results for discussion purposes. This presentation 

is incomplete without the oral or video presentation that supplements it. KBW may have provided investment banking or financial advisory services in connection with the transactions described 

herein.

Neither KBW nor any other party makes any representation or warranty regarding the information contained herein and no party may rely on such information, and KBW expressly disclaims any and 

all liability relating to or resulting from recipient’s use of these materials. The information, data and analyses contained herein are current only as of the date(s) indicated, and KBW has no intention, 

obligation or duty to update these materials after such date(s). This information should not be construed as, and KBW is not undertaking to provide, any advice relating to legal, regulatory, 

accounting or tax matters.

This presentation is protected under applicable copyright laws and does not carry any rights of publication or disclosure.

KBW, a U.S. registered broker-dealer and a member of the Financial Industry Regulatory Authority, is a full service investment bank specializing in the financial services industry.

Independence of Research

KBW prohibits its employees from directly or indirectly offering a favorable research rating or specific price target, or offering or threatening to change a rating or price target, as consideration or 

inducement for the receipt of business or for compensation.


