Why M&A Transactions Between Credit Unions
and Community Banks Accelerating
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In last few years, there has been an emerging trend
in the US financial markets. More and more credit
unions (CUs) are acquiring community banks (CBs).
This is still a nascent trend, and the CU acquisitions
are only a small portion of the total bank M&A
transactions. Nevertheless, in 2024, the CU-led
transactions made up almost a quarter of all
transactions. This trend echoes the broader
consolidation trends that we’ve observed both in the
CU and CB industries in last few decades and we
believe learnings from those trends will be useful to
understand this emerging trend.

In the US, a CU is a nonprofit cooperative whose
members can borrow from pooled deposits, usually at
relatively lower interest rates. Over the last half a
century, the number of CUs consistently and
significantly reduced, at a compound annual rate of
about 3.5%, due to industry consolidation, as
presented below. Indeed, the current number of CUs
is less than a quarter of that in 1980. The
consolidation has been fueled by a few major factors,
such as improving and diversifying revenue streams
and reducing the operating expenses through the
efficiencies and economies of scale.
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As evident from the data, the rate of consolidation
has decelerated in recent years due to two major
25000 reasons.

Number of Credit Unions in the US (Source: NCUA)
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First, the average CU today is significantly larger than
15000

that in the last decade. For instance, the average CU

oo in 2010 had assets of only about $150M. Today, the
average CU has assets of about $550M. Thus, the

5000 current pool of available CU merger targets for the is
. . . - both smaller and made of much larger and more

0 complex organizations. Second, because of the

P e consolidation in the industry over the last few
decades, the returns of any future merger diminished
for the average CU.
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A very similar trend is also evident in the number of
CBs, as evident above. The number of CBs in the
16000 US has also significantly reduced since 1980, at an
annual compound rate of almost 3%.

Number of FDIC insured CBs (Source: FDIC)
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= As evident from the data above, the rate of
10000 c - .

consolidation has also decelerated in recent years,
8000 like what has been observed in the CU industry.
6000 Today, nearly 70% of CBs have assets in the range
4000 of $100M to $1B which make them suitable M&A
— targets for many CUs for improving diversification

. and reducing the operational expenses.
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We expect that the trend of CUs acquiring CBs will
continue. If you are interested in learning more
about our work with CUs and CBs and about how we
can help you, please contact us at sei-partners.com
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About SEI

SEl is a boutique strategic advisory firm specializing in customized operational, technology, workforce, and financial solutions for a
diverse client portfolio. SEI's founders and subject-matter experts have become trusted advisors to some of the world’s largest
companies, startups, and governments. SEl's client portfolio is richly diverse, including publicly and privately held Fortune 10 — 500
companies in all major industries and governments around the world. Built on insights from the world’s largest companies and
successful startups, SEI's unique 360° model provides its clients with agility and a strategic toolbox second to none.

Visit us at www.sei-partners.com

Disclaimer

All information presented in this document are in public domain. This document is intended for general informational purposes only and
does not take into account the reader’s specific circumstances and may not reflect the most current developments. SEI disclaims, to
the fullest extent permitted by applicable law, any and all liability for the accuracy and completeness of the information in this
presentation and for any acts or omissions made based on such information. SEl does not provide legal, regulatory, audit, or tax
advice. Readers are responsible for obtaining such advice from their own legal counsel or other licensed professionals.

This document makes descriptive reference to trademarks that may be owned by others. The use of such trademarks herein is not an
assertion of ownership of such trademarks by SEI and is not intended to represent or imply the existence of an association between
SEIl and the lawful owners of such trademarks.
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