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Funding mix of recent sellers 
trends toward noncore deposits

By Kiah Lau Haslett and Chris Vanderpool June 06, 2017

Recent midsize sellers have had a few things in common, 
such as good loan growth and high sale valuations, yet they 
also share a surprising similarity: an above-peer amount of 
noncore deposits.

Those deposits have not seemed to deter buyers, who con-
tinue to pay up for these franchises given their ability to 
grow loans and offer scale in desirable locations. Buyers 
anecdotally have viewed these funds with a wary eye, but 
recent deals indicate that sellers may offer attractive fea-
tures beyond their funding base or an opportunity to roll off 
their higher-cost funds.

The median concentration of core deposits at the 20 most-
recent sellers that had at least $1 billion in assets was 
78.29%, according to an SNL Financial analysis. That is much 
lower than the industry median of 89.71%. These banks also 
had a higher median of time deposits and wholesale funds 
compared to the industry. Among banks above $1 billion in 
assets that have sold since 2015, those with the greatest 
concentrations in time deposits had a cost of funds that 
was 10 basis points higher than the industry median. The 
SNL platform is owned by S&P Global Market Intelligence.

“Everyone talks about asset sensitivity from the left-hand 
side of the balance sheet and that’s obviously well-docu-
mented,” said Keefe Bruyette & Woods analyst Christopher 
McGratty. “That’s purely math. The right side is more sub-
jective. There are a lot of factors [that] go into that: Certain 
markets you’re in. Are you banking commercial and retail 
customers? Do you have a high-growth strategy? Do you 
have to be more aggressive on pricing?”

McGratty was speaking about PrivateBancorp Inc., a seller 
that relied heavily on nontraditional deposits that were clas-
sified as brokered. But his comments echo other recently 
announced deals. Noncore funding can be a double-edged 
sword for banks. Sellers with high-growth strategies may 
be more agnostic about funding sources and may have ac-
cumulated them through a variety of avenues. The funds can 
be quickly gathered and matched up against loans but also 
drive up the cost of funds or compress margins.

“Many of the banks with $1 billion-plus in assets that sold in 
the last three years were active acquirers, so the deposit mix 
they live with today is largely a result of acquisitions they’ve 
made over the past several years,” said R. Lee Burrows Jr., 
CEO of investment banking group Banks Street Partners. He 
added that sellers with higher loan-to-deposit ratios may 
not have “strategically assembled” their deposit mixes to 
keep up with loan demand.

Sellers like BNC Bancorp, Stonegate Bank and Park Sterling 
Corp. may have acquired their concentrations in noncore 
funds through deals of their own and leveraged them in at-
tractive marketplaces that generated above-average loan 
growth. Community & Southern Holdings Inc. and Talmer 
Bancorp Inc. were known for acquiring failed institutions 
that may have been loaded up on brokered funds; others 
like Astoria Financial Corp. and EverBank Financial Corp 
were thrifts that were historically funded with wholesale 
and time deposits.

Buyers, he said, are not always concerned. Although a large 
amount of core funding is attractive to buyers, Burrows said 
he is not aware of any of his clients who did a deal because of 
a seller’s funding mix. Larger buyers may have better access 
to cheap or core funding, and adding a larger balance sheet 
can offset the target’s higher cost of funds.

“You can correct the deposit mix over time,” Burrows said.

Seller Southwest Bancorp Inc. had been in the process of 
remixing its funding base away from brokered deposits, but 
it was still “just OK” when it announced it was selling to Sim-
mons First National Corp., said FIG Partners analyst John 
Rodis. Simmons may have been more interested in the new 
markets it was acquiring; deposits were scarcely mentioned 
during the deal call. Before agreeing to sell to Pinnacle Bank, 
BNC Bancorp had focused on acquiring core deposits through 
M&A. At the time of the deal announcement, retail and jumbo 
time deposits still made up 25.8% of total deposits compared 
to Pinnacle’s concentration of 9.6%, according to the deal in-
vestor presentation. BNC Bancorp’s concentration will weight 
the pro forma company’s concentration to 16.2%.
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Funding concentrations at most recent M&A targets
Percentage of total liabilities (%)

Target bank subsidiary
Total assets 

($M)
Time 

deposits
Core 

deposits

Listing 
service 

deposits
Whole-sale 

funding

Loans/ 
deposits 

(%)

Cost of 
funds 

(%)

Xenith Bank 3,201.7 30.94 90.39 3.07 5.81 89.15 0.61

Commerce Bank & Trust Co. 2,219.4 11.28 95.19 0.00 1.04 72.60 0.40

WashingtonFirst Bank 2,054.0 31.37 78.24 7.03 13.03 96.44 0.68

Capital Bank Corp. 10,104.2 24.39 84.20 0.37 11.64 91.84 0.39

Park Sterling Bank 3,304.6 24.47 78.35 0.00 17.09 98.01 0.41

Paragon Commercial Bank 1,550.1 13.86 77.64 0.00 18.23 97.02 0.60

California United Bank 3,144.2 1.10 97.83 0.00 0.74 74.03 0.13

Stonegate Bank 3,238.0 7.61 76.48 0.19 21.45 91.14 0.52

Astoria Bank 14,268.0 12.73 73.79 0.00 24.22 110.86 0.86

Sabadell United Bank NA 5,808.7 12.07 75.87 0.00 15.29 96.45 0.51

iAB Financial Bank 1,080.1 16.68 87.36 0.00 7.97 86.45 0.38

Citywide Banks 1,349.3 9.99 92.51 0.00 3.41 85.00 0.18

First Community Financial Bank 1,334.3 26.37 75.13 0.05 19.86 95.65 0.44

Southwest Bank 2,198.7 8.72 74.74 1.88 27.36 115.24 0.72

Bank of North Carolina 7,568.7 23.76 72.49 0.02 24.27 89.11 0.55

Pacific Continental Bank 2,592.8 7.79 82.29 0.00 14.63 91.66 0.26

Bank SNB 2,516.3 28.05 72.67 0.18 20.92 97.50 0.43

Sovereign Bank 1,027.4 44.19 75.87 4.73 11.62 97.88 0.67

Heritage Oaks Bank 2,026.5 11.35 89.27 1.08 8.14 82.89 0.32

EVB 1,445.9 20.41 79.71 1.48 16.17 92.68 0.51

Group median 15.27 78.29 0.04 14.96 92.26 0.48

Industry median* 26.97 89.71 0.00 3.80 79.35 0.43

Data compiled May 23, 2017.
Analysis based on all pending and completed whole-company bank deals announced since Jan. 1, 2015. Analysis is further limited to deals 
involving target banks over $1 billion in assets as of the prior year end to the deal announcement date. Whole company deals involving 
multiple bank subsidiaries are excluded from the analysis. 
Financial data based on regulatory filings for the most recent quarter available.
Total liabilities exclude minority interest.
Listing service deposits = estimated deposits obtained through the use of listing services that are not classified as brokered deposits. Listing 
services advertise rates from depository institutions and receive compensation from either those companies soliciting deposits or customers 
shopping for deposit accounts.
Wholesale funding = total borrowings plus brokered deposits. Brokered deposits include deposits obtained, directly or indirectly, from or 
through the mediation or assistance of a deposit broker. This can include brokered CDs, prepaid cards and various other relationships or 
products.
* Based on currently operating commercial banks, savings banks, and savings and loan associations.
Source: S&P Global Market Intelligence

For nearly a decade, near-zero interest rates meant there 
was less of a difference between a bank that was funded 
with mostly core deposits and one funded with noncore 
deposits. That could be changing. For many of these sell-
ers, the time may have been just right to take advantage of 
the postelection lift in bank stock prices to drive higher sale 
valuations while addressing any long-term concerns about 
their funding bases.

“You could argue ‘get out while the getting’s good,’” McGratty 
said. “It’s not surprising some of the more beta or noncore 
funding companies are electing to sell. [For their acquirers], 
when you buy someone, you buy it for synergies or [as a] 
complement to your own company. Buying your weakness [is] 
not a bad strategy.”
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Top time deposit concentrations at recent M&A targets
Percentage of total liabilities (%)

Target bank subsidiary
Total assets 

($M)
Time 

deposits
Core 

deposits

Listing 
service 

deposits
Whole-sale 

funding

Loans/ 
deposits 

(%)

Cost of 
funds 

(%)

Patriot Bank 1,435 49.09 74.79 5.74 19.40 102.60 0.76

Sovereign Bank 1,027 44.19 75.87 4.73 11.62 97.88 0.67

Wilshire Bank 4,881 39.75 83.54 0.00 8.12 96.30 0.68

Cardinal Bank 4,258 35.96 65.72 0.00 26.50 104.92 0.62

Community & Southern Bank 3,949 35.90 90.34 1.11 4.90 94.60 0.52

First Choice Bk 1,105 34.86 77.59 0.00 15.28 66.04 0.89

Far East National Bank 1,198 32.54 83.91 2.08 3.35 103.17 0.49

WashingtonFirst Bank 2,054 31.37 78.24 7.03 13.03 96.44 0.68

Xenith Bank 3,202 30.94 90.39 3.07 5.81 89.15 0.61

CommunityOne Bank NA 2,344 29.66 89.47 2.16 6.22 80.87 0.45

Monarch Bank 1,212 29.09 76.74 0.00 19.52 97.64 0.33

Pulaski Bank NA 1,655 28.84 64.59 0.00 28.94 119.11 0.36

EverBank 27,766 28.50 57.65 0.89 37.40 127.85 1.12

Bank SNB 2,516 28.05 72.67 0.18 20.92 97.50 0.43

Talmer Bank and Trust 7,591 27.43 75.26 0.00 14.86 95.84 0.11

First Community Financial Bank 1,334 26.37 75.13 0.05 19.86 95.65 0.44

Fox Chase Bank 1,084 24.73 74.25 0.00 23.46 104.84 0.69

Park Sterling Bank 3,305 24.47 78.35 0.00 17.09 98.01 0.41

Capital Bank Corp. 10,104 24.39 84.20 0.37 11.64 91.84 0.39

Bank of Georgetown 1,274 24.34 64.89 0.00 39.38 102.26 0.53

Group median 29.37 76.31 0.11 16.18 97.57 0.53

Industry median* 26.97 89.71 0.00 3.80 79.35 0.43

Data compiled May 23, 2017.
Analysis based on all pending and completed whole-company bank deals announced since Jan. 1, 2015. Analysis is further limited to deals 
involving target banks over $1 billion in assets as of the prior year end to the deal announcement date. Whole company deals involving 
multiple bank subsidiaries are excluded from the analysis. 
Financial data based on regulatory filings for the most recent quarter available.
Total liabilities exclude minority interest.
Listing service deposits = estimated deposits obtained through the use of listing services that are not classified as brokered deposits. Listing 
services advertise rates from depository institutions and receive compensation from either those companies soliciting deposits or customers 
shopping for deposit accounts.
Wholesale funding = total borrowings plus brokered deposits. Brokered deposits include deposits obtained, directly or indirectly, from or 
through the mediation or assistance of a deposit broker. This can include brokered CDs, prepaid cards and various other relationships or 
products.
* Based on currently operating commercial banks, savings banks, and savings and loan associations.
Source: S&P Global Market Intelligence
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