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North America was the most active
o region, with over 1,400 financial
_ 000 institution transactions observed in the
SXeCUIVE SUmmary ast 12 months (LTW)
- As financial institutions become more
EX@@@]H@DW@ S@MM@W adept at coping with macroeconomic
uncertainty, the outlook and sentiment
; | for financial services M&A are expected
Executlve Summary to improve in the upcoming period.
Stocks of European financial firms have
performed better compared to STOXX
Europe 600, while U.S. financial firms
have struggled to keep up with the
performance of the S&P 500, which was
influenced by federal rate cuts optimism.
The deal value recorded in the year to
date (YTD) increased by 24% in 2024
compared to the same period last year.
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Executive Summary

Overview

In this edition of the Financial Institutions Group (FIG) update from Kroll, we evaluate current market trends,
prevailing investor sentiment and valuation developments in the featured subsectors.

Our top insights:

A The North American region has seen the largest number of financial institution transactions in the LTM, while
APAC witnessed the highest multiples paid for its transactions.

A M&A continues to be a crucial strategy for the sector, particularly as organic growth becomes increasingly
difficult in the current economic climate.

A The global financial institutions market is expected to grow in revenue, from USD 25.5 trillion in 2022 to USD
58.7 trillion by 2031, at a compound annual growth rate (CAGR) of 9.7%.

KRJILL ¢



Economic Environment
Central Banks Beginning to Lower Fund Rates While Japan is Tightening

Monthly Interest Rate (%) Development per Central Bank Unemployment Rate (%) by Highlighted Region
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Sources: Central bank websites, government websites, Capital |1Q
1 Considered fixed rate tender for ECB and Federal Funds Rate for USA; 2 USD/JPY plotted on secondary axis
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Stock Market Overview

European financial firms have outperformed the broader market, while the U.S. S&P 500 is up on rate cut optimism.
However, volatility is expected ahead of the November election in the US.

Europe: STOXX 600 U.S.: S&P 500
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Financial Institutions Market Overview

The Global Market for Financial Institutions Represents a Revenue Opportunity of ~USD 60 Trillion

Market Size

+9.7% CAGR

USD 58.7 trillion

USD 25.5 trillion

2022 2031

Market by Segment

2% — 2% 1%

!

» Diversified Banks = Life & Health Insurance Capital Markets = Financial Services
P&C Insurance Regional Banks = Reinsurance = Fintechs
Consumer Finance Others*
Sources: Boston Consulting Group, Capital 1Q, Growth Market Reports, Research and Markets
1 Revenue definition depends on the industry (e.g., banking: net interest income; insurance: net premium earned)
* Others include insurance brokers and REITs

A

Commentary

The global financial institutions market is expected to grow in revenue,
from USD 25.5 trillion in 2022 to USD 58.7 trillion by 2031, a CAGR of
9.7%.

This expected market growth factors in the widespread digitization
efforts of banks and other financial institutions to mitigate fraudulent
transactions, and a heightened demand for alternative investments.

Future growth in the financial institution market will be fueled by
intelligent safety systems into financial services, the deployment of
artificial intelligence (Al) to enhance service quality in financial
operations, and investments in new product launches to broaden the
product portfolio and augment market share.

Financial markets expect that the Fed will gradually reduce interest
rates to about 4.00% 64.25% in the U.S. by the end of the year.
Furthermore, the market anticipates continued interest rate cuts into the
following year, 2025.

The global financial industry consists of the following segments:
diversified banks, regional banks, fintechs, capital markets, financial
services, property and casualty (P&C) insurance, life and health
insurance, reinsurance, consumer finance and others.*
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Deal Activity

Global Hot Spots for Financial Institutions Deal Activity

M&A Heat Map by Region and Deal Count (Oct ¢’ 6i § 0§ 6 o’ ‘Cammentary

9 Deal Count

W 1293,0

Average Multiples (P/B) by Highlighted Region

Q32023 Q4 2023 Q1 2024 Q2 2024 Q320241

North America 2.69x 0.92x 1.19x 1.28x 1.51x
Europe 4.13x 3.28x 1.34x 2.49x 1.35x
APAC 2.39x 2.25x 2.34x 5.26x2 1.81x

Sources: Capital 1Q, Deloitte, PwC, KPMG
1 September 30, 2024; 2 Skewed by the acquisition of Union Mobile Pay E -Commerce by Tianjin Tongrong E-Commerce
and Quesqu by Adventure Inc.

A North America witnessed the highest financial services deal count, at
1,461 in the LTM, with the U.S. being the most active geography, with
1,293 inbound deals.

A APAC transactions presented the highest average price -to-book value
(P/B) multiples at 2.9x, followed by Europe (2.3x) and North America
(1.3x) in the LTM.

A Global M&A activities in the realm of financial institutions consisted of
banking and capital markets, insurance, fintech, and asset and wealth
management transactions.

A The appetite for dealmaking should ramp up as borrowing costs are
reduced, and several more rate cuts are expected in the coming months.

A In the banking industry, expansion through consolidation may help banks
absorb anticipated increases in costs associated with meeting complex
and increasing regulations and higher capital requirements.

A Asset and wealth management firms are launching into new asset classes
or developing partnerships to capture new assets under management. In
the coming months, firms will continue to develop strategies to buy, build
or partner their way into the alternatives market.

A In the insurance segment, dealmaking activity will be focused on digital
transformation for accelerated growth.

A In the fintech segment, deal activity will continue to be characterized by
strategic consolidations and a strong focus on integrating advanced
technologies, such as Al.
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