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What A Wild Ride!

Bank stocks are 
about 10% above 
pre-pandemic prices 
after a 52% haircut 
in Spring 2020 when 
the pandemic was 
first acknowledged.

S&P Regional 

Bank sector 

benchmark

Source: Janney Research (FIG Group), S&P Capital IQ pricing 8-20-2021
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What’s $100K Worth Now vs Then?

$100,000 invested into S&P 500 

vs Bank sector benchmarks 

both before and after the 

COVID-19 pandemic unfolding

From another 
angle, Bank stock 
values exceed the 
pre-COVID levels

Source: Janney Research (FIG Group), S&P Capital IQ pricing 8-20-2021

$100K Since Mid-Feb 2020

$116,365 NASDAQ Bank

$131,404 S&P 500

$128,444 Russell 2000

$114,443 KRE $100K Since March 2020 Low

NASDAQ Bank $209,203

S&P 500 $198,520

Russell 2000 $216,241

KRE $228,724
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Price-to-Tangible Book Ratios
Key Dates For Bank Stock Pricing Past 18 Months

8/20/21 3/23/20 2/14/20

Source: Janney Research (FIG Group), S&P Capital IQ

Valuations Have Snapped Back!

Median P-to-TBV 
ratios suggest 

that Banks are 
cheaper today 

vs pre-COVID in 
Winter 2020.
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P-to-TBV Ratios By Market Value

P-to-TBV ratio 
retreated by 15 

to 20 %-points for 
Banks $1B to $5B 
since early June.

Source: Janney Research (FIG Group), S&P Capital IQ pricing 8-18-2021
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Banks’ “Relative P/E” Multiple Is Low

NASDAQ Bank Index trades at 53% of the S&P 500’s P/E
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Recognize The Positives In BANKING

Banking & Bank stocks are blessed today:

• Credit issues low – digest pandemic / recession

• Reserve needs reduced 

• Deposits are plentiful & cheap

• Capital is quite strong (possibly too much?)

• M&A creates new opportunities for survivors

• Regulators are tolerant (yet still tough)
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Headwinds Always Exist

Banking & Bank stocks face these issues:

• New Loans may not use excess cash & liquidity! 

What is your M&A plan or other ideas?

• Competition is fierce, pricing/structure is thin

• Pressure to reduce costs (go digital)

• How to navigate around the “gorilla” (when the 

FED dominates the marketplace)

• Customers crave advice in an “always on” 

financial system.  The Winning Bank Delivers.
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Balance Sheet Trends Over 14 Years

Source: Janney Research (FIG Group), S&P Capital IQ. FDIC call report data 2007 to 2021 / Median for Banks above $500M in Assets

Cash

Securities

Loans
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Liquidity Trends Over Past 14 Years

Source: Janney Research (FIG Group), S&P Capital IQ. FDIC call report data 2007 to 2021 / Median for Banks above $500M in Assets
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Banks’ See Lower Spreads & Expenses

Source: Janney Research (FIG Group), S&P Capital IQ. FDIC call report data 2007 to 2021
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Capital & Reserves High % of RWA

Banks’ combined Capital and 
Reserves are quite strong vs. 
risk-weighted Assets (RWA).

We think Net Income grows 
faster than Assets thru 2022.
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Upward Trend: Capital & Reserves

Prior to the 
pandemic & 
CECL, Banks 
had slightly 
less capital 
(still strong).

We expect a 
return to these 
levels by 2022.

Source: Janney Research (FIG Group), 
S&P Capital IQ

2017Q4 2018Q1 2018Q2 2018Q3 2018Q4 2019Q1 2019Q2

CET-1 11.3% 11.3% 11.5% 11.7% 11.7% 11.8% 11.7%

All Reserves 0.8% 0.8% 0.8% 0.8% 0.7% 0.7% 0.7%

2019Q4 2020Q1 2020Q2 2020Q3 2020Q4 2021Q1 2021Q2

CET-1 11.5% 11.2% 11.5% 11.7% 11.9% 12.1% 11.9%

All Reserves 0.7% 1.2% 1.4% 1.5% 1.5% 1.4% 1.3%

0.7%

0.7%

0.7%

0.7%

0.8%

0.8%

0.8%

0.8%

11.1%

11.2%

11.3%

11.4%

11.5%

11.6%

11.7%

11.8%

2017Q4 2018Q1 2018Q2 2018Q3 2018Q4 2019Q1 2019Q2

Medians: CET-1 Capital & All Reserves
% of Risk-Wtd. Assets, Large & Mid-Cap Banks

CET-1 All Reserves
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The Gorilla In The Room Is The FED

Source: Janney Research (FIG Group), Federal Reserve H.4.1 weekly report data 2002 to 2021

https://www.federalreserve.gov/releases/h41/
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Reverse Repos: Impacting Rates?

Source: Janney Research (FIG Group), Federal Reserve H.4.1 weekly report data 2002 to 2021

https://www.federalreserve.gov/releases/h41/
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Fed Controls 24% of Treasuries + MBS

Source: Janney Research (FIG Group), Federal Reserve H.4.1 filing, SIFMA industry data

https://www.federalreserve.gov/releases/h41/
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SIFMA 

Market Size: 

UST+MBS

Fed Bal Sheet: 

Securities Held 

Outright ($Bil.)

Fed 

Change vs 

Market 

Change

2018 23,979.9 3,880.2

2019 25,501.3 3,751.2

2020 30,807.0 6,730.7

1Q21 31,465.4 7,158.5

2Q21 32,067.6 7,650.9

Change 

Since '19
6,566.3 3,899.7 59%

Change: 

2021 Only
1,260.6 920.1 73%

Fed Dominates Incremental Securities

Since December 2019, 
combined US Treasury 
and MBS market size 
grew to $31.8T or $6.3T.

The Fed’s Securities 
holdings are $3.9T more 
or 62% of incremental 
dollars.

2021 YTD Fed buys are 
90% of the SIMFA data 
for market size growth.

Source: Janney Research (FIG Group), Federal Reserve H.4.1 filing, SIFMA industry data

https://www.federalreserve.gov/releases/h41/
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New Risks: Affordability If Rates Rise

This is a real life example where a home buyer plans 
10% down for a house purchase and experiences a 
50bps and 100bps change in mortgage rates.

Note how their purchasing power changes …

Source: Janney Research (FIG Group)

Scenario 1 - 10% down

Current

 Up 50bps 

Mortgage 

Rates

% 

Change

House Price $777,778 $728,922 (6.3%)

Down Payment 10% $77,778 $72,892

Mortgage $700,000 $656,029 (6.3%)

Payment 2.50% MTG $2,765.85

Same Loan, 50bps Higher Rate $2,951.23 $185.38 6.7%

Reduced Loan, Same PMT $656,029 ($43,971) (6.3%)

Annual Mortgage Cost $33,190.16

Income @ 35% debt/income, 35% taxes $145,890.79

Scenario 1 - 10% down

Current

 Up 100 bps 

Mortgage 

Rates

% 

Change

House Price $777,778 $684,378 (12.0%)

Down Payment 10% $77,778 $68,438

Mortgage $700,000 $615,940 (12.0%)

Payment 2.50% MTG $2,765.85

Same Loan, 100 bps Higher Rate $3,143.31 $377.47 13.6%

Reduced Loan, Same PMT $615,940 ($84,060) (12.0%)

Annual Mortgage Cost $33,190.16

Income @ 35% debt/income, 35% taxes $145,890.79
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Green Shoots! Credit Line Expansion

Source: Janney Research (FIG Group), S&P Capital IQ. FDIC call report filings 2020 to 2021
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FinTech & Digital Changes In Banking

A shift from “analog” to “digital” started years ago …

• Technology is a catalyst-for-change in Banking

• Major cost infrastructure (branches, some staff) 

is replaced by technology spending (video, 

digital onboarding, multi-channel interfaces).

• Cost of new business is less than in the past, 

Overhead-to-Assets is down in all Asset sizes.

• Banks understand the “Regulatory Rails” 

(FinTechs lack this knowledge & experience). 

We see more complements and far less threats.

• Digital Currencies see new regulations, less bad actors
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Applying Digital/Crypto To Banking

xxxxxxx

Source: Janney Research (FIG Group), read Janney’s Analysis June-1-2021: 5 Questions Directors & Executives Should Ask

https://jms.bluematrix.com/sellside/EmailDocViewer?encrypt=af9a7e0a-ec43-4c12-b324-af3f9c9d18fc&mime=pdf&co=Janney&id=cmarinac@janney.com&source=libraryView
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More Digital/Crypto Concepts

xxxxxxx

Source: Janney Research (FIG Group), read Janney’s Analysis June-1-2021: 5 Questions Directors & Executives Should Ask

https://jms.bluematrix.com/sellside/EmailDocViewer?encrypt=af9a7e0a-ec43-4c12-b324-af3f9c9d18fc&mime=pdf&co=Janney&id=cmarinac@janney.com&source=libraryView
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Demographics Matter A Great Deal

The pandemic shifted households and this is ongoing …

Source: Janney Research (FIG Group), S&P Global, United Van Lines COVID-19 study, read Janney’s Weekly Musings 1-4-2021

https://jms.bluematrix.com/sellside/DocViewer?encrypt=2b1d19a5-c248-4d44-8485-b7200a50bc38&mime=PDF
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Individual disclosures for the companies mentioned in this report can be obtained by accessing our Firm’s Disclosure Site

https://jms.bluematrix.com/sellside/Disclosures.action?encrypt=d5a9bb5a-57a8-4d10-a44b-008354befa8f

Definition of Ratings

BUY: Janney expects that the subject company will appreciate in value. Additionally, we expect that the subject company will outperform 

comparable companies within its sector.

NEUTRAL: Janney believes that the subject company is fairly valued and will perform in line with comparable companies within its 
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SELL: Janney expects that the subject company will likely decline in value and will underperform comparable companies within its 
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