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Staff Studies

The staff members of the Board of Governors of the
Federal Reserve System and of the Federal Reserve
Banks undertake studies that cover a wide range of
economic and financial subjects. From time to time,
the studies that are of general interest are published
in the Staff Studies series and summarized in the
Federal Reserve Bulletin. The analyses and con-
clusions set forth are those of the authors and do not
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necessarily indicate concurrence by the Board of
Governors, by the Federal Reserve Banks, or by
members of their staffs.

Single copies of the full text of each study are
available without charge. The titles available are
shown under “Staff Studies” in the list of Federal
Reserve Board publications at the back of each
Bulletin.

BANK MERGER ACTIVITY IN THE UNITED STATES, 1994-2003

Steven J. Pilloff

Mergers and acquisitions have significantly changed
the U.S. banking industry over the past quarter cen-
tury. This study examines patterns in the 3,517 merg-
ers consummated among commercial banks and thrift
institutions (savings banks, savings and loan associa-
tions, and industrial banks) during the ten years from
1994 to 2003. The data used in this study include the
vast majority of consolidation activity that took place
during the period and are more detailed and compre-
hensive than any data available for the years preced-
ing 1994,

About $3.1 trillion in assets, $2.1 trillion in depos-
its, and 47,300 offices were acquired during the
ten-year period. The annual number of mergers
was fairly steady between 1994 and 1998 and then
declined to a much lower level by 2003. Roughly
three-fourths of all deals involved two commer-
cial banking organizations. The remaining mergers
involved a thrift institution as the acquirer, the target,
or both. The target in the median merger during the
period had $102 million in assets, $86 million in
deposits, and 3 offices. Mean (average) values are
substantially higher because of a relatively small
number of extremely large deals: $874 million in
assets, $601 million in deposits, and 13 offices.

Whether calculated as a mean or median, roughly
5 percent of the industry’s assets, deposits, and
offices were acquired in mergers in the typical year in

the period. The peak was in 1998. The number of
deals completed then (493) was not far larger than the
number in earlier years, but the aggregate amounts of
assets and deposits purchased in 1998 were roughly
twice the second-highest annual levels of the period
(recorded in 1996).

Most deals involved the acquisition of a small
organization with operations in a fairly limited geo-
graphic area. In the aggregate these small mergers
tended to account for a relatively small share of the
assets, deposits, and offices that were purchased. In
contrast, the few acquisitions of very large banks
accounted for a large share of the assets, deposits,
and offices acquired, and they were responsible for
many of the changes to the banking industry caused
by consolidation.

Urban markets had disproportionately more merg-
ers than rural markets, and mergers with targets in
urban areas accounted for an even larger share of
acquired deposits and offices. Urban markets were
also more likely than rural markets to be the location
of a merger in which the acquirer already had an
office in the market.

Acquisitions took place in every state, but the level
of activity varied greatly by state. The large majority
of mergers involved a target that operated in a single
state and an acquirer with at least one office in that
state. O
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