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FROM RMA HEADQUARTER LEADERSHIP  

 

 
To succeed at practically anything in a modern, 
technology-based economy, you must always be 
mindful of and open to change. As Jack Welch once 
said, “If the rate of change on the outside exceeds the 
rate of change on the inside, the end is near.”  
What we have been experiencing lately—and by all 
indications what we will continue to experience—is 
rapid change on a massive scale. Even before the 
pandemic, the challenges and opportunities of 
digitalization, DEI, ESG, and geopolitical risk were 
multiplying and gaining momentum. Now COVID-19 is 
speeding up these forces.  
More and more, it seems, risk management is change 
management. That theme resonates in this issue’s 
interview with Major General Bill Rapp, U.S. Army 
(Retired), who has served as Commandant of the 
Army War College and who was the top assistant to 
General David Petraeus during the Iraq Surge.  
Rapp, now a lecturer at Harvard’s Kennedy School, 
offers guidance on how leaders and entire 
organizations can improve to meet the realities of a 
rapidly changing environment. Thankfully, it does not 
involve getting up at the crack of dawn for 
calisthenics. But what General Rapp suggests is 
certainly not easy. It requires that people and 
organizations develop the ability to be agile, honest, 
morally courageous, and self-critical.  
He notes, “The U.S. military doesn’t like to fail, so we 
are very quick to be our own worst critics and say, 
‘Hey, we’ve got to do something different.’ Even if it 
means somebody’s feelings get hurt or somebody 
gets fired. Because the risk is lives.”  
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“Change management is not a set-and-forget thing,” 
adds Rapp, who is a keynote speaker at RMA’s 
upcoming Governance, Compliance, and Operational 
Risk (GCOR) virtual conference June 7-10. “It takes 
constant attention. The plan that you end up with in 
the future may not resemble the plan you started 
with. Constant assessment and adaptation are 
necessary in a rapidly changing environment.” Among 
many other insights, Rapp also stresses the need to 
think strategically. (For more on strategy and risk 
management, see RMA’s Strategic Risk Framework, 
which is complimentary to members.)  
Rapp’s words are well taken here at RMA, where we 
are dedicated to embracing change—whether it 
means helping members meet the latest challenges 
and opportunities, or reimagining and improving the 
resources we offer. We are aware that things are 
changing faster and with more impact than ever—for 
you, your team members, your customers, and all 
your stakeholders. RMA will continue to anticipate 
and act on the fast-moving events and trends by 
providing valuable thought leadership.  
In some ways, we know where we are headed: There 
will be mounting cyber risk due to more online 
transactions and services; growing challenges and 
opportunities caused by climate change and the 
reactions to it; and a growing need for increased 
diversity, equity, and inclusion.  
But there will surely be some surprises, too—some 
good, and some bad. This much is certain: No matter 
how quickly the world changes, RMA is dedicated to 
keeping you up to speed. 

 
Nancy J. Foster | RMA President and CEO 
nfoster@rmahq.org 

file://US.BANK-DNS.COM/USBREMOT/CAA056/USERS/QXZHANG/PM/Volunteer/RMA%20Spring%202021%20Newsletter/nfoster@rmahq.org
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BY RICHARD J. PARSONS AND EDWARD J. DeMARCO, JR. 
for the March 2021 - RMA Journal 

A surge in bank M&A may soon be on the way. The reasons 
can be traced mostly to the 2007-08 financial crisis and the 
resulting Great Recession. An onslaught of new regulations 
increased institutions’ compliance costs, while Federal 
Reserve actions to combat the crisis created a low net 
interest environment that continues to this day. As a result, 
bank profitability—which is also challenged by credit quality 
concerns, significant asset growth in low-yielding assets, 
weak loan demand, and other factors—has emerged as a 
significant strategic risk.  
In recent years, banks have mitigated this strategic risk 
through cost cutting, partnering with fintechs, and engaging 
in M&A—whether as a buyer or seller. M&A activity among 
banks remained reasonably consistent over the five-year 
period from 2015-2019, with an average of 242 transactions 
per year, and dipped significantly during 2020 due, in large 
part, to the advent of the pandemic. But there is ample 
evidence that bank CEOs expect M&A activity to surge over 
the next several years. In fact, when 97 CEOs of small- and 
midcap banks spoke to analysts in January 2021, 56 of them 
addressed M&A. And according to a recent Deloitte survey, 
more than half of the respondents from community banks 
indicated that their banks could pursue M&A transactions 
during 2021.  
There are already signs that the pace may be picking up. 
According to a recent S&P report, during all of 2020, 112 
transactions, valued at approximately $28 billion, were 
announced. That was down from the 258 deals, valued at 
more than $50 billion, announced in 2019. However, the 
fourth quarter of 2020 told a different story, with significant 
transactions announced by PNC and Huntington. In 
November, PNC agreed to acquire BBVA USA Bancshares, 
Inc., including its U.S. banking subsidiary, BBVA USA, for 
$11.6 billion. Then, in December, Huntington and TCF 
announced they will combine in an all stock merger, with a 
total market value of approximately $22 billion.  
The consensus view among small and mid-cap CEOs is that 
banking is on the cusp of a radical transformation that will 
inevitably bring with it a surge in M&A. The CEOs cited the 
following as merger catalysts:  

• Margins below 3% make it difficult for banks to 
generate earnings to cover the cost of capital.  

• Interest rates remaining low means margin 
improvement is not imminent.  

• Expenses are escalating as banks migrate to a 
more digital economy that requires investment in 
tools, processes, and people.  

PERSPECTIVES ON BANK M&A TRANSACTIONS FOR 2021 

• The COVID economy not only accelerates the 
digital revolution but requires re-examination 
of physical space requirements.  

• Scale is becoming more important in response 
to lower revenue and increasing expense 
demands.  

• Federal corporate tax reform pushed by the 
new administration would cause after-tax 
industry profits to shrink 10%.  

Other drivers of M&A activity include increasing the 
bank’s footprint to adjacent or more attractive 
geographies; adding new lines of business or 
strengthening existing lines of business; shedding 
business lines that are not strategically important on a 
go-forward basis; and generating scale to invest in new 
technologies.  
The overarching theme coming out of January earnings 
calls is this: The banking industry is in the process of 
transitioning into a new era. 
 

 

 
 
Read the entire article in the March 2021 edition of 
the RMA Journal. 
https://rmajournal.org/rmajournal/march_2021/  

https://rmajournal.org/rmajournal/march_2021/
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Webinar:  Special Assets in the Age of COVID 
April 21, 2021 | 12:00PM – 1:00PM PT 

Cost:  Free for Members ($10 Non-Members) 
Event Qualifies for 1.2 CRC Continuing-Education Credits 

Register: https://community.rmahq.org/losangeles 
 
Join our experienced panel as we get an inside look into Special 
Assets departments from multiple banking institutions in the age 
of COVID. We'll discuss what’s happening…and not happening, 
COVID modifications, deferments, effect of government 
programs, regulatory issues and the outlook for 2021. And of 
course, we'll hear some war stories from the trenches. 

 
------------------------------------------- 

Virtual Lunch and Learn Webinar:  
Regulatory Risk Rating Training 

April 28, 2021 | 11:00AM – 1:00PM PT 
Cost:  Free for Members ($20 Non-Members) 

Register: https://community.rmahq.org/losangeles 
 
This regulatory risk rating learning session is intended to provide 
RMA attendees with a basic understanding of regulatory risk 
ratings through discussing the relevant regulatory considerations 
when assessing and assigning risk ratings to obligors.    
 
Training will help participants gain a working knowledge of 
assigning regulatory risk ratings and better understand (i) how 
examiners rate credit risk, (ii) key regulatory considerations, (iii) 
how to evaluate credits that have split ratings or non-accrual 
status, and (iv)  COVID-19 impacts to risk ratings, non-accruals, 
relief loan modifications, and TDR designations. 
 
Panel will include Chris Torraca, Protiviti Associate Director 
(formerly with the OCC for 36 years and recently served as the 
Large Bank Commercial Credit Lead Expert and manager of the 
OCC’s Shared National Credit Program), and Mike Wilson, 
Protiviti Associate Director. 

 
 

UPCOMING EVENTS 
 

 RMA UPDATES  

RMA TAKES ACTION ON TOP RISKS 

RMA provides numerous resources to keep members informed of the latest 
thinking on the top risks facing the industry. Members are encouraged to 
discuss the particular ways these risks will affect their institutions, and to get 
the latest perspectives on them through RMA’s various communication 
channels, which include award-winning RMA Journal articles, the Industry 
Insider e-newsletter, our new Risk Readiness Webinar Series, LinkedIn posts, 
blog posts, podcasts, round tables, forums, conferences, and website 
resources. 

https://www.rmahq.org/rma-takes-action-on-top-risks/    
 
GCOR & GLOBAL CONSUMER SMALL BUSINESS CONFERENCES 

RMA has two virtual conferences coming up that you do not want to miss! 
 
GCOR XV 
June 7-10, 2021 
RMA’s GCOR Virtual Conference brings you valuable content and peer-sharing 
through keynote, plenary, and breakout sessions – all focused on emerging 
operational risks and best practices in governance and compliance.   
Learn more & register at www.rmahq.org/gcor 
 
Global Consumer & Small Business Conference 
May 5-7, 2021 
These are unparalleled times for consumer credit professionals – so what 
better reason to come together share best practices and learn from industry 
leaders. This conference is ideal for consumer financial professionals 
responsible for ensuring credit quality while promoting growth, managing 
portfolios, and determining the right analytics and models. 
Learn more & register at www.rmahq.org/GCSB  
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https://community.rmahq.org/losangeles/home 

 

 Young Professionals (YP) is a group of young professionals who are 
relatively new to the financial services industry and/or to the Los Angeles 
area. Those who choose to get involved have the opportunity to build 
relationships with people who can help with their career, learn 
marketable skills, build valuable knowledge, achieve personal and 
professional growth, and be part of a dynamic and unique group. Please 
stay tuned for upcoming virtual events and feel free to contact us.  
 
Contact Noel Gonzalez (nogonzalez@pacwest.com) for additional 
information. 
 

YOUNG PROFESSIONALS 
 

https://twitter.com/RMAHQ
https://www.linkedin.com/groups/4134376/
http://www.rmahq.org/
https://community.rmahq.org/losangeles
https://community.rmahq.org/losangeles
https://www.rmahq.org/rma-takes-action-on-top-risks/
http://www.rmahq.org/gcor
http://www.rmahq.org/GCSB
https://community.rmahq.org/losangeles/home
file://US.BANK-DNS.COM/USBREMOT/CAA056/USERS/QXZHANG/PM/Volunteer/RMA%20Spring%202021%20Newsletter/nogonzalez@pacwest.com

