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TowneBank halting M&A after NC deal, plans to 
pass $10B organically

By Kelsey Bartlett and Zuhaib Gull April 27, 2017

TowneBank of Virginia is planning to cross the $10 billion in 
assets threshold organically after it acquires Paragon Com-
mercial Corp. and Paragon Commercial Bank in a deal that 
will give the combined company about $9.7 billion in assets.

The combined company will add three branches in Char-
lotte and Raleigh, N.C. TowneBank currently operates 37 
branches, mainly in Richmond and Virginia Beach, Va.

Chairman and CEO G. Robert Aston Jr. said a presence in 
North Carolina’s metropolitan markets should easily allow 
the company to reach $10.5 billion in assets by year-end 
without completing another deal. He said it should be 
enough to comfortably cover the loss of debit card revenue 
and other regulatory changes.

“We have been looking at Raleigh for some time,” Aston said. 
“Charlotte ended up being an added bonus. Our bank, much 

like Paragon, we really specialize in private banking and 
business banking. It was a natural fit for us, and gives us 
access to two very strong markets. Along with our presence 
in Richmond, it gives us really strong growth potential over 
the next decade.”

Paragon Commercial Corporation President and CEO Rob-
ert Hatley will join the combined company as TowneBank’s 
North Carolina president and keep his titles for the Paragon 
unit. He said the challenges of being a small community 
bank led the company to seek merger opportunities, and he 
specifically pointed to the steep price of financial technol-
ogy and an inability to provide large loans.

“We sell a lot of loan participations that we would prefer 
not to sell,” he said. “Going forward, we can keep those. 
And frankly, we’ve actually had some deposit relationships 
that we’ve had to curb and pass on because we didn’t want 

to have concentration issues 
with any one or two large de-
positors. … It’s very painful for 
a banker to pass on deposits.”

“While it used to be a $1.5 bil-
lion bank was considered cer-
tainly big enough, I’m not con-
vinced it is anymore, particu-
larly in a metropolitan market 
where you have to have the 
latest and greatest technol-
ogy,” Hatley added. “There’s 
a lot of good opportunities to 
serve our clients, but they all 
come at a price.”

He said the company had con-
versations with other banks, 
but that merging with Towne-
Bank made sense because the 
banks’ models are “very much 
identical.”

“Raleigh and Charlotte are 
both dynamic markets with a 
lot of diversification,” Hatley 

Financial highlights for TowneBank & Paragon Commercial Corp.
Financials as of Dec. 31 TowneBank Paragon Commercial Corp.

Financial highlights 2016 2015
YOY 

change* 2016 2015
YOY 

change*

Bank size

Total assets ($M)  7,973.9  6,296.6 26.6  1,503.8  1,305.9  15.2 

Total equity ($M)  1,086.6  820.2 32.5  136.1  97.7  39.4 

Net loans and leases ($M)  6,079.3  4,583.4 32.6  1,183.4  1,008.5  17.3 

Total deposits ($M)  6,035.2  4,914.0 22.8  1,172.3  982.8  19.3 

Net income ($M) 72.2 65.7 10.0 13.4 11.23 19.19

Performance analysis

ROAE (%)1 7.49 8.16 -0.7 11.35 12.20 -0.85

Net interest margin (%)2 3.50 3.45 0.1 3.54 3.51 0.02

Efficiency ratio (%)3 62.50 64.11 -1.6 56.35 58.01 -1.67

Per share information

EPS after extra ($)4 1.18 1.22 -3.3 2.69 2.49 8.03

Tangible book value per share ($) 12.36 12.21 1.2 24.97 21.32 17.14

Common dividends declared per share ($)5 0.51 0.47 8.5 0.00 0.00 0.00

Data compiled April 27, 2017.
Data is based on GAAP financials.
1 Represents return on average equity.
2 Represents net interest margin, if available, on a fully taxable-equivalent basis.
3 Represents noninterest expense as a percentage of net interest income and noninterest revenues.
4 Represents earnings per share after extraordinary items.
5 Includes cash dividends declared during the period, regardless of the payment or record dates.
* Change for balances are expressed in percentages. Change for percentages are expressed in percentage points.
YOY = year-over-year
Source: S&P Global Market Intelligence
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said. “North Carolina has just become a very attractive 
place to live and work, and I think it’s finally beginning to 
show up on the radar screens of banks that want to expand 
their footprint. The best place to do it, frankly, is in the met-
ropolitan markets of North Carolina.”

Aston noted an uptick in the number of deals across North 
Carolina. Columbia, S.C.-based South State Corp. an-
nounced April 27 it will acquire Charlotte, N.C.-based Park 
Sterling Corp.

“It’s been a convergence of things. North Carolina has a 
lot of small banks that have allowed companies to create 
pretty sizable franchises,” Aston said. “Conversely with us, 
we were growing our company organically. These opportuni-
ties in Richmond and Raleigh for us were really about future 
potential in new markets.”

The all-stock is deal is valued at $59.25 per share, or $323.7 
million in the aggregate, based on TowneBank’s closing price 
April 26. Aston said the pricing will be 1% dilutive to book 
value, a “nominal” amount that it can earn back in less than 
two years. It is expected to be immediately accretive begin-
ning in 2018.

“The pricing needed to be at a level that was appropriate 
to reward the Paragon shareholders, but at the same time 
not so high that it turns around and hurts the Towne side, 
because that’s the stock they’ll end up with at the end of 
the day,” he said.
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Data compiled April 27, 2017.
Analysis includes TowneBank, Paragon Commercial Corp., the SNL Bank and Thrift index and the S&P 500.
Total return calculated from April 27, 2015, to April 26, 2017.
All indexes are weighted by market capitalization.
Source: S&P Global Market Intelligence


