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INSTITUTION RATING
INSTITUTION’S CRA RATING: This institution is rated Satisfactory.
An institution in this group has a satisfactory record of helping to meet the credit needs of its

assessment area, including low- and moderate-income neighborhoods, in a manner consistent with
its resources and capabilities.

PERFORMANCE PERFORMANCE TESTS
LEVELS

Lending Test* Investment Test Service Test

Outstanding X

High Satisfactory X

Low Satisfactory X

Needs to Improve

Substantial
Noncompliance

* The Lending Test is weighted more heavily than the Investment and Service Tests when arriving at
an overall rating.

The Lending Test is rated High Satisfactory.

e Lending levels reflect good responsiveness to assessment area credit needs.

e A substantial majority of loans are made in the institution’s assessment areas.

e The geographic distribution of loans reflects adequate penetration throughout the assessment
areas.

e The distribution of borrowers reflects good penetration among retail customers of different
income levels and businesses and farms of different sizes.

e The institution exhibits a good record of serving the credit needs of the most economically
disadvantaged areas of its assessment areas, low-income individuals, and very small
businesses, consistent with safe and sound banking practices.

e The institution uses innovative and flexible lending practices in order to serve assessment
area credit needs.

e The institution made a relatively high level of community development loans.

The Investment Test is rated Qutstanding.
e The institution has an excellent level of qualified community development investments and

grants, often in a leadership position, particularly those that are not routinely provided by
private investors.



e The institution exhibits good responsiveness to credit and community economic
development needs.

¢ The institution occasionally uses innovative or complex investments to support community
development initiatives.

The Service Test is rated Low Satisfactory.

e Delivery systems are reasonably accessible to essentially all portions of the assessment
areas.

e To the extent changes have been made, the institution’s opening and closing of branches has
generally not adversely affected the accessibility of its delivery systems, particularly in low-
and moderate-income geographies and to low- and moderate-income individuals.

e Services and business hours do not vary in a way that inconveniences portions of the
assessment areas, particularly low- and moderate-income geographies and individuals.

e The institution provides an adequate level of community development services.

DESCRIPTION OF INSTITUTION

Background and Operations

First Merchants Bank (First Merchants) is headquartered in Muncie, Indiana, roughly 60 miles
northeast of Indianapolis in the east central portion of the state. The bank is wholly owned by First
Merchants Corporation, a one-bank holding company also based in Muncie. The holding company
is traded on the NASDAQ under the symbol FRME. First Merchants received a “Satisfactory”
rating at its previous FDIC CRA Performance Evaluation dated June 5, 2018, based on Interagency
Large Institution Examination Procedures.

In total, First Merchants operates 106 offices across four Midwestern states. The bank offers
traditional loan products, deposit products, and other banking services for retail and commercial
customers. Loan product offerings include home mortgage, commercial, agricultural, and consumer
loans and lines of credit. Deposit products include checking, savings, certificates of deposit, health
savings accounts, and individual retirement accounts. The bank also offers various wealth
management services.

First Merchants acquired Monroe Bank & Trust, a Michigan-based state nonmember bank, during
the evaluation period. This acquisition expanded First Merchants’ operations into Michigan.
Monroe Bank & Trust was a full-service commercial bank with operations in southeastern
Michigan. The following table provides key details of this acquisition.

Acquired Bank Name FDIC Acquisition | Total Assets as Number of Most Recent
(Heg dquarters Location) Certificate Date of Acquisition Offices as of CRA Evaluation
q Number Date Acquisition Date Date (Rating)
Monroe Bank & Trust $1.3 billion 4/3/2017
(Monroe MI) 12181 9/1/2019 (6/30/2019) 20 (Satisfactory)




Even with this acquisition, First Merchants’ total number offices has declined slightly since the
previous evaluation, at which time the bank operated 118 offices. During this evaluation period, the
bank opened one office and closed approximately 30 offices. Refer to the Service Test portions of
this evaluation for more information on these branch changes.

The bank has several subsidiaries and affiliates; however, none of these offer credit products or
services and none were included in the scope of this evaluation.

Ability and Capacity

First Merchants’ assets totaled $14.9 billion as of June 30, 2021. This figure includes total loans of
$9.1 billion and total securities of $4.1 billion. The bank’s total asset size has increased by
approximately $5.4 billion, or 57 percent, since the previous evaluation. The loan portfolio has
increased by approximately $2.2 billion, or 32 percent, over the same timeframe. First Merchants’
current deposit base is $12.3 billion.

Commercial lending, including both commercial real estate and commercial/industrial loans, makes
up the largest percentage of the bank’s loan portfolio at $5.1 billion or roughly 56 percent. Home
mortgage lending, excluding multifamily residential lending, makes up the second largest lending
category at $1.6 billion or roughly 18 percent. The following table provides a breakdown of the
bank’s loan portfolio by category.

Loan Portfolio Distribution as of 6/30/2021
Loan Category $(000s) %
Construction, Land Development, and Other Land Loans 491,200 5.4
Secured by Farmland 171,492 1.9
Secured by 1-4 Family Residential Properties 1,635,922 17.9
Secured by Multifamily (5 or more) Residential Properties 797,242 8.7
Secured by Nonfarm Nonresidential Properties 2,419,756 26.5
Total Real Estate Loans 5,515,612 60.4
Commercial and Industrial Loans 2,671,076 29.2
Agricultural Production and Other Loans to Farmers 63,528 0.7
Consumer Loans 130,918 1.4
Obligations of State and Political Subdivisions in the U.S. 729,020 8.0
Other Loans 29,678 0.3
Lease Financing Receivable (net of unearned income) 0 0.0
Less: Unearned Income 0) (0.0)
Total Loans 9,139,832 100.0
Source: Reports of Condition and Income

First Merchants’ loan portfolio composition has shifted slightly since the previous evaluation. In
particular, although total real estate loans have increased by about $750 million since the previous
evaluation, real estate loans as a percentage of the total portfolio have declined from 69 percent to
60 percent. In contrast, over the same timeframe, commercial and industrial loans have increased
by $1.1 billion, or from 23 percent to 29 percent of the total portfolio.



Additionally, First Merchants originates and sells a significant number of home mortgage loans on
the secondary market, and the bank’s loan portfolio does not fully reflect this activity. According to
data reported under the Home Mortgage Disclosure Act (HMDA), the bank sold 2,120 loans
totaling $410.6 million on the secondary market in 2020. This level represents approximately 50
percent of the bank’s total closed-end home mortgage originations by number in 2020, and
approximately 43 percent by dollar volume.

Examiners did not identify any financial, legal, or other impediments that would limit the
institution’s ability to meet assessment area credit needs.

DESCRIPTION OF ASSESSMENT AREAS

The CRA requires each financial institution to define one or more assessment areas within which its
CRA performance is evaluated. First Merchants delineated ten assessment areas across five
separate rated areas. These assessment areas do not arbitrarily exclude low- or moderate-income
census tracts, do not reflect illegal discrimination, and otherwise meet the requirements of the CRA
regulations.

The following table outlines the assessment areas and rated areas. The table lists rated areas and the
assessment areas within each in the order of weight that each area carried in arriving at overall
performance conclusions. The two Michigan assessment areas are new since the previous
evaluation. Refer to the Scope of Evaluation section for more information on the weighting of
assessment areas in arriving at overall conclusions.

Rated Areas and Assessment Areas

Assessment Area

Rated Area Assessment Area Full Name Abbreviated Name

Indianapolis-Carmel-Anderson, IN

Metropolitan Statistical Area (MSA) Indianapolis MSA

Non-Metropolitan Indiana Indiana Non-MSA
Indiana Muncie, IN MSA Muncie MSA

Lafayette-West Lafayette, IN MSA Lafayette MSA

Fort Wayne, IN MSA Fort Wayne MSA

Chicago-Naperville-Elgin, IL-IN-WI Chicago-Naperville-Elgin, IL-IN-WI MSA | Chicago MSA

Multistate MSA
L. Monroe, MI MSA Monroe MSA
Michigan - -
Detroit-Warren-Dearborn, MI MSA Detroit MSA
Ohio Columbus, OH MSA Columbus MSA
Cincinnati, OH-KY-IN Multistate MSA | Cincinnati, OH-KY-IN MSA Cincinnati MSA

The five rated areas include two multistate MSAs: the Chicago MSA and the Cincinnati MSA.
Because First Merchants operates branch offices in multiple states within each of these MSAs,
examiners evaluated the bank’s performance in these MSAs as separate rated areas. For example,
within the Chicago MSA, First Merchants operates offices in both Illinois and Indiana.



The following table provides additional information on each assessment area, including counties,
number of census tracts, and number of First Merchants branches. Refer to the separate assessment
area sections of this evaluation for more information on each assessment area.

Description of Assessment Areas
# of
Assessment Area Counties in Assessment Area Census # of Branches
Tracts
indanapos M by | W0 | 26
Adams, Clinton, Fayette, Henry, Huntington,
Indiana Non-MSA Jay, Marshall, Miami, Montgomery, Randolph, 130 16
Wabash, Wayne, Wells, White
Muncie MSA Delaware 30
Lafayette MSA Carroll, Tippecanoe 44
Fort Wayne MSA Allen 96
T S I
Monroe MSA Monroe 39 11
Detroit MSA Wayne 611
Columbus MSA Franklin 284
Cincinnati MSA Butler (OH), Union (IN) 82
Source: Bank Records

SCOPE OF EVALUATION

General Information

This evaluation covers the period from the prior evaluation dated June 5, 2018, to the current
evaluation dated September 29, 2021. Examiners used the Interagency Large Institution
Examination Procedures to evaluate First Merchants’ CRA performance. These procedures include
three tests: the Lending Test, Investment Test, and Service Test. The Appendix includes a summary
of the criteria used to assess each of these tests.

In arriving at overall performance conclusions, examiners weighed each rated area separately based
on the proportion of bank operations and lending activity in each area. The rated areas in order
from greatest to least weight are as follows: Indiana, Chicago MSA, Michigan, Ohio, and Cincinnati
MSA.

The following table details the distribution of bank offices, loans, and deposits among the ten
assessment areas in 2020. The table also shows which areas received full-scope reviews and which
received limited-scope reviews.



Assessment Areas by Number of Offices, Loans, Deposits, and Type of Review
# of Loans* Deposits .
Assessment Area Type of Review
Offices $(000s) % $(000s) %
Indianapolis MSA 26 545,295 29.2 2,593,176 23.6 Full-Scope
Indiana Non-MSA 16 214,372 11.5 1,343,989 12.2 Full-Scope
Muncie MSA 6 95,533 5.1 1,672,144 15.2 Limited-Scope
Lafayette MSA 8 159,858 8.5 801,692 7.3 Limited-Scope
Fort Wayne MSA 6 214,460 11.5 781,024 7.1 Limited-Scope
Chicago MSA 18 198,016 10.6 1,694,161 154 Full-Scope
Monroe MSA 11 103,780 5.5 1,047,013 9.5 Full-Scope
Detroit MSA 6 92,880 5.0 201,788 1.8 Limited-Scope
Columbus MSA 7 233,084 12.5 787,938 7.2 Full-Scope
Cincinnati MSA 2 10,796 0.6 75,293 0.7 Full-Scope
Total 106 1,868,074 100.0 10,998,218 100.0
Source: Bank Records, FDIC Summary of Deposits (6/30/2020). *Loans include 2020 closed-end home mortgage, open-end home mortgage, small
business, and small farm loan originations.

Activities Reviewed

For the Lending Test, examiners reviewed First Merchants’ home mortgage, small business, and
small farm lending for 2018, 2019, and 2020. Given that performance was consistent throughout
the evaluation period, this evaluation presents loan data only for 2019 and 2020, the most recent
years for which CRA and HMDA aggregate data were available, respectively. Additionally, given
the timing of the bank’s acquisition of Monroe Bank & Trust, this evaluation presents only 2020
loan data for the two Michigan assessment areas. Finally, examiners did not review consumer
loans, as they are not a major product line of the bank.

Home mortgage loans include all closed-end and open-end loans reported under HMDA data
collection requirements. Due to the significant volume of both closed-end and open-end HMDA
loans, examiners analyzed these products separately. Small business and small farm loans include
all loans reported under CRA data collection requirements.

Closed-end home mortgage lending and small business lending carried the greatest weight when
arriving at overall conclusions. These two products carried equal weight. This conclusion
considered the bank’s business focus and the number and dollar volume of annual originations.
Open-end home mortgage lending carried the next greatest weight, and small farm lending carried
the least weight. Furthermore, the bank’s small farm lending is concentrated in five assessment
areas: Indianapolis MSA, Indiana Non-MSA, Lafayette MSA, Chicago MSA, and Monroe MSA.
Given that small farm lending volume in the remaining assessment areas was too low to support
meaningful conclusions, this evaluation presents small farm lending only for the five previously
mentioned assessment areas.

The following table depicts the total origination volume for 2019 and 2020 for each of the four loan
products reviewed in this evaluation.

10



Home Mortgage, Small Business, and Small Farm Lending
Year Closed- Closed- Open-End | Open-End Small Small Small Small
End End Home Home Business # | Business Farm # Farm
Home Home Mortgage | Mortgage $(000) $(000)
Mortgage | Mortgage # $(000)
# $(000)
2019 3,047 621,538 2,580 246,092 2,639 535,919 522 81,639
2020 4,614 1,017,227 2,487 229,839 6,886 1,028,316 596 84,176
Sources: 2019 and 2020 HMDA, Small Business, and Small Farm Loan Data

Examiners evaluated First Merchants’ lending performance through comparisons to 2015 American
Community Survey (ACS) demographic data, 2018-2020 D&B business demographic data, 2018-
2020 HMDA aggregate data, and 2018-2019 CRA aggregate data. Examiners focused primarily on
comparisons to HMDA and CRA aggregate data. Additionally, while this evaluation presents both
the number and dollar volume of loan originations, examiners generally focused on performance by
number of loans, as this is a better indicator of the number of individuals, businesses, and farms
served.

Examiners reviewed the bank’s delivery systems for providing retail banking services, including
physical branch locations and alternative delivery systems. Examiners evaluated the impact of
branch openings and closings on the accessibility of bank delivery systems within each assessment
area. Refer to the Service Test portions of this evaluation for more information on these areas.
Additionally, examiners evaluated the bank’s retail banking products and services tailored to the
needs of low- and moderate-income individuals. Refer to the Service Test portions of this
evaluation, as well as the Innovative or Flexible Lending sections of the Lending Test, for more
information on these products and services.

Finally, examiners considered all community development loans, qualified investments, and
community development services since First Merchants’ prior CRA evaluation dated June 5, 2018.
Examiners considered community development loans of the acquired bank if these loans were
originated within the review period for this evaluation and had not been previously considered in
the acquired bank’s most recent CRA evaluation. With respect to qualified investments, examiners
generally considered any acquired investments that remained outstanding as of the applicable
merger date. Depending on whether these investments were purchased within the review period for
this evaluation, such investments are categorized as either current period or prior period
investments. All prior period investments, both acquired and non-acquired, received credit for the
outstanding balance as of this evaluation date. For community development services performed by
acquired bank employees, examiners only considered services that continued after the merger date.

CONCLUSIONS ON PERFORMANCE CRITERIA
LENDING TEST
The Lending Test rating is High Satisfactory. Performance under the lending activity, assessment

area concentration, borrower profile, innovative and flexible lending, and community development
lending criteria primarily support this rating.
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Lending Activity

Lending levels reflect good responsiveness to assessment area credit needs. Performance was
generally strong across most assessment areas, with the exception of the Cincinnati MSA
assessment area. However, given the relatively small proportion of bank operations in the
Cincinnati MSA assessment area, the weaker performance in that area did not have a significant
impact on the bank’s overall performance under this criterion. Refer to the separate assessment area
sections of this evaluation for additional information, including market share analysis.

Assessment Area Concentration

A substantial majority of loans were made in the institution’s assessment areas. As reflected in the
following table, First Merchants originated substantial majorities of closed-end home mortgage,

open-end home mortgage, small business, and small farm loans in its assessment areas in 2018,
2019, and 2020.
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Lending Inside and Outside of the Assessment Area

Number of Loans

Dollar Amount of Loans $(000s)

Loan Category Inside Outside Total Inside Outside Total
# % | # | % | # $ % $ | % | s©oos)
Closed-End Home
Mortgage
2018| 2,349 | 86.8 356 13.2 [ 2,705 365,510 | 73.6 [ 131,409 | 26.4 | 496,919
2019 2,604 | 85.5 443 145 | 3,047 474,822 | 76.4 | 146,715 | 23.6 | 621,538
2020 3,951 85.6 663 144 | 4,614 741,090 | 72.9 | 276,137 | 27.1 | 1,017,227
Subtotal 8904 | 859 | 1,462 | 14.1 | 10,366 | 1,581,422 [ 74.1 | 554,261 | 25.9 | 2,135,684
Open-End Home
Mortgage
2018| 1,934 | 92.8 149 7.2 2,083 163,810 | 86.9 [ 24,682 | 13.1 | 188,492
2019 2,387 [ 925 193 7.5 2,580 204,314 | 83.0 | 41,779 | 17.0 | 246,092
2020 2,288 92.0 199 8.0 2,487 204,825 | 89.1 | 25,014 | 10.9 | 229,839
Subtotal 6,609 | 924 541 7.6 7,150 572,949 | 86.2 [ 91,475 | 13.8 | 664,423
Small Business
2018 1,861 85.5 316 145 2,177 360,538 [ 79.4 | 93,670 | 20.6 | 454,208
2019 2,286 | 86.6 353 13.4 | 2,639 435,371 | 81.2 | 100,548 | 18.8 | 535,919
2020( 6,077 | 88.3 809 11.7 | 6,886 850,098 [ 82.7 | 177,618 | 17.3 | 1,028,316
Subtotal 10,224 | 87.4 | 1,478 | 12.6 | 11,702 | 1,646,607 | 81.6 | 371,836 | 18.4 | 2,018,443
Small Farm
2018| 446 83.4 89 16.6 535 73,268 | 85.8 | 12,130 | 14.2 [ 85,398
2019 439 84.1 83 15.9 522 70,440 [ 863 | 11,199 | 13.7 | 81,639
2020 515 86.4 81 13.6 596 71,458 | 849 | 12,718 | 15.1 | 84,176
Subtotal 1,400 | 84.7 253 15.3 1,653 215,166 | 85.7 | 36,047 | 143 | 251,213
Total 27,137 | 87.9 | 3,734 | 12.1 | 30,871 | 4,016,144 | 79.2 (1,053,619 | 20.8 | 5,069,763

Source: Bank Data

Due to rounding, totals may not equal 100.0%

Geographic Distribution

The geographic distribution of loans reflects adequate penetration throughout the assessment areas.
While results were stronger in Michigan and weaker in the Cincinnati MSA, this conclusion is
supported by performance in the other three rated areas, including the two most heavily weighted
areas. Refer to the separate assessment area sections of this evaluation for more detailed

information.
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Borrower Profile

The distribution of borrowers reflects good penetration among retail customers of different income
levels and businesses and farms of different sizes. Borrower profile performance was good in the
most heavily weighted rated areas (i.e., Indiana and the Chicago multistate MSA), and performance
was at least at an adequate level across the remaining rated areas. Refer to the separate assessment
area sections of this evaluation for more detailed information.

Innovative or Flexible Lending Practices

The bank uses innovative and flexible lending practices to serve assessment area credit needs. The
bank originated innovative and flexible loans totaling more than $286 million since the previous
evaluation. Moreover, this figure excludes the more than $1 billion in Paycheck Protection
Program (PPP) loan originations that were originated by the bank, which are noted below.

The bank’s innovative and flexible loan product offerings include both bank-developed and
government-sponsored loan programs that help to meet the credit needs of low- and moderate-
income borrowers. Below are brief descriptions of each of these loan programs that the bank offers.

e Next Horizon mortgages — Next Horizon is First Merchants’ signature home mortgage
product for low- and moderate-income borrowers. This product was previously known as
“First Home.” Under this program, the bank offers up to 100 percent financing with no
requirement to obtain private mortgage insurance. The program also offers more flexible
underwriting standards than conventional mortgage loans. For example, in underwriting
these loans, the bank considers rent or utility payments as alternative credit sources for
borrowers that do not have lengthy credit histories. These types of flexibilities are
particularly beneficial to low- and moderate-income borrowers. Furthermore, since the
previous evaluation, the bank has expanded and refined this program to meet the needs of
low- and moderate-income borrowers throughout all assessment areas. The bank originated
nearly 700 Next Horizon mortgages during the current evaluation period, compared to 134
originations during the prior evaluation period.

e Fannie Mae/Freddie Mac loan programs — The bank offers flexible loan programs in
conjunction with the Federal National Mortgage Association (Fannie Mae) and Federal
Home Loan Mortgage Corporation (Freddie Mac). Specifically, the bank originates loans
through Fannie Mae’s Home Ready program and Freddie Mac’s Home One and Home
Possible programs. These programs help low- and moderate-income borrowers achieve
homeownership by allowing high loan-to-value ratios and flexible underwriting standards.
These programs are denoted as “Fannie & Freddie programs” throughout this evaluation.

e Government-guaranteed mortgage loans — The bank continues to offer home mortgage loans
guaranteed by the Federal Housing Administration (FHA), United States Department of
Veterans Affairs (VA), and United States Department of Agriculture (USDA) Rural
Housing Service. These programs are particularly helpful in supporting low- and moderate-
income families achieve homeownership by offering flexible underwriting standards,
competitive rates, and low down payments.
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e State housing finance agency (HFA) loans — The bank originates home mortgage loans in
conjunction with various state housing finance agencies throughout the assessment areas.
For example, the Indiana Housing and Community Development Authority offers several
home mortgage products tailored to the needs of low- and moderate-income borrowers and
first-time homebuyers, some of which are FHA-insured. Although the bank participates in
these programs in all four states where it operates, most originations of this type are in
Indiana. These programs are denoted as “State HFA” programs throughout this evaluation.

e Small Business Administration (SBA) loans — The bank continues to originate SBA loans
for commercial borrowers. SBA lending programs, namely the 504 and 7A programs,
provide access to financing for small businesses meeting certain size and eligibility
requirements. The bank receives a guaranty from the SBA for portions of such loans. The
bank also originated PPP loans through the SBA. The federal government established PPP
to provide emergency assistance to businesses during the COVID-19 pandemic. These PPP
loans are described in greater detail below and are not included in the SBA portion of the
following table.

e Unsecured home improvement loans — The bank continues to offer unsecured home
improvement loans. With this product, borrowers can obtain home improvement loans for
up to $5,000 at discounted rates. This program is helpful for low- and moderate-income
borrowers needing critical home repairs and who may not have sufficient home equity
against which to borrow.

e Credit Creator loans — The bank continues to offer the Credit Creator loan program, which
helps individuals establish positive credit histories. Under this program, the bank deposits
loan proceeds, typically $1,000 to $2,500, into a savings account. Borrowers then make
monthly payments, and the bank reports these payments to the major credit bureaus. When
the loan is paid in full, the bank releases the funds in the savings account to the borrower.

The following table details these innovative and flexible loan originations by type and year. Refer
to the separate assessment area sections of this evaluation for more information on the bank’s
innovative and flexible lending volume through these programs.

11
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Innovative and Flexible Lending Programs

Loan Loan 2018 2019 2020 YTD 2021 Totals
Type Program # | $(000s) | # | $(000s) | # | $(000s) | # | $(000s) | # | $(000s)
Next 23 | 1,359 | 230 | 28,089 | 169 | 22,467 | 270 | 43,171 | 692 | 95,086
Horizon
Fannie &
Freddie 18 | 1,837 | 60 | 7,288 | 112 | 14,844 | 48 | 6,661 | 238 | 30,630
Home programs
Mortgage FHA 71 | 9,730 | 112 | 16,211 | 56 | 7,963 0 0 239 | 33,904
VA 15 | 2,508 | 34 | 5893 | 20 | 4557 | 15 | 3,540 | 84 | 16,498
USDA 22 | 2,114 | 43 | 4207 | 51 | 5811 | 16 | 2,042 | 132 | 14,174
State HFA | 20 | 2,173 | 13 | 1,332 | 30 | 4485 | 35 | 6,280 | 98 | 14,270
Small SBA (non- 1 530 | 16970 | 72 | 34424 | 28 | 19578 | 11 | 7.646 | 141 | 78.618
Business PPP)
Unsecured
Home 97 408 | 157 | 657 152 | 701 114 | 513 520 | 2,279
Consumer | Improvement
Credit
54 67 155 | 315 166 | 220 | 110 146 485 748
Creator
Totals 350 | 37,166 | 876 | 98,416 | 784 | 80,626 | 619 | 69,999 | 2,629 | 286,207

Source: Bank Data

In addition to the programs included in the previous table, the bank offers several other flexible
lending programs. Given the nature of these programs, lending totals are noted here, but not
mentioned further in this evaluation.

First, as noted previously, the bank originated over $1 billion in PPP loans to assist businesses
facing financial strain during the COVID-19 pandemic in 2020 and 2021. PPP loans allowed
businesses to retain or rehire employees during the COVID-19 pandemic. The SBA provides loan
forgiveness to PPP borrowers that use loan funds for eligible expenses and meet employee retention
criteria. The following table presents a breakdown of First Merchants’ PPP loan originations by
assessment area. Although not noted in the table below, First Merchants also originated 860 PPP
loans totaling $198.4 million outside of its assessment areas.
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PPP Loan Originations in 2020 and 2021
Assessment Area # $(000s)
Indianapolis MSA 1,878 343,741
Indiana Non-MSA 1,131 103,319
Muncie MSA 473 57,344
Lafayette MSA 588 54,504
Fort Wayne MSA 589 106,357
Chicago MSA 876 146,469
Monroe MSA 627 62,050
Detroit MSA 408 64,676
Columbus MSA 576 131,355
Cincinnati MSA 72 6,451
Total 7,218 1,076,266
Source: Bank Records

Additionally, the bank originates home mortgage loans that involve third-party grants to assist
borrowers with down payments and other costs. Specifically, the bank helps eligible borrowers
acquire down payment assistance grants through the Federal Home Loan Bank of Indianapolis.
Grant programs include the Homeownership Opportunities Program, Accessibility Modification
Program, and Neighborhood Impact Program. These grants, typically ranging from $5,000 to
$10,000, provide funds to low- and moderate-income borrowers to use for down payments, closing
costs, accessibility modifications, and general home repairs. Since the previous evaluation, the
bank originated 205 loans that included these grant components. Many of these are FHA loans or
other types of flexible loans reflected in the Innovative and Flexible Lending Programs table.
Moreover, First Merchants offers its own down payment assistance grants, using bank funds to
assist borrowers. Refer to the Investment Test sections of this evaluation for more information on
that program.

Finally, the bank continues to offer secured credit cards. While offered broadly to it entire customer
base, this product is most often utilized by low- and moderate-income borrowers who might not
otherwise qualify for a traditional unsecured credit card. Obtaining a secured credit card allows
individuals to establish or repair credit histories. Since the previous evaluation, the bank opened
1,125 secured credit card accounts across all assessment areas. The average credit limit for these
accounts is approximately $500.

Community Development Loans

First Merchants made a relatively high level of community development loans. During the
evaluation period, the bank originated 133 community development loans totaling $477.0 million.
Slightly less than a quarter of the bank’s total community development lending by dollar volume
was originated through the SBA’s PPP program in response to the COVID-19 pandemic in 2020
and 2021. Fifty-three PPP loans totaling $105.7 million qualified for community development
credit.
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In order to make meaningful comparisons to similarly situated banks and prior evaluations,
examiners evaluated First Merchants’ community development lending performance both with and
without PPP loans. Excluding PPP loans, the bank originated 80 community development loans
totaling $371.3 million. This level of community development lending represents a dollar volume
increase of roughly 225 percent from the prior evaluation period, during which the bank originated
29 community development loans totaling $113.9 million. This increase in community
development lending significantly outpaced the 57 percent increase in total bank assets over the
same timeframe. Furthermore, again excluding PPP loans, the bank’s community development
lending represents 4.5 percent of average total loans and 3.0 percent of average total assets
throughout the evaluation period.

Examiners compared First Merchants’ community development lending performance to the
performance of nine similarly situated banks. This group of banks includes institutions throughout
First Merchants’ market area that have a similar asset size and business focus as First Merchants.
Among these nine banks, First Merchants ranked near the middle in terms of community
development lending as a percentage of both average net loans and average total assets. First
Merchants maintained ratios that were consistent with other banks assessed as High Satisfactory
under this criterion.

First Merchants originated community development loans throughout 8 of the 10 assessment areas.
The bank did not originate any community development loans in the Monroe MSA or Cincinnati
MSA assessment area. Community development loans supported all four community development
categories: affordable housing, community services for low- and moderate-income individuals,
economic development, and revitalization and stabilization of low- and moderate-income areas.

The following table details First Merchants’ community development lending by assessment area

and purpose. Refer to the separate assessment areas sections of this evaluation for more specific
information on the bank’s community development lending.
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Community Development Lending by Assessment Area

Affordable Community Economic Revitalize or Totals
Assessment Area Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Indianapolis MSA 3 17,503 2 11,668 10 | 39,875 15 39,320 30 | 108,366
Indiana Non-MSA 2 9,899 0 0 0 0 2 5,859 4 15,758
Muncie MSA 0 0 7 34,417 0 0 1 2,000 8 36,417
Lafayette MSA 2 4,025 0 0 5 16,436 3 6,398 10 26,859
Fort Wayne MSA 2 11,373 2 2,803 5 36,430 3 4,975 12 55,581
Chicago MSA 10 26,143 1 5,000 1 1,800 12 20,204 24 53,147
Monroe MSA 0 0 0 0 0 0 0 0 0
Detroit MSA 3 5,247 0 0 0 0 3 4,270 6 9,517
Columbus MSA 5 20,712 0 0 0 0 18 83,763 23 | 104,475
Cincinnati MSA 0 0 0 0 0 0 0 0 0 0
Statewide/Regional 5 26,913 0 0 4 13,918 7 26,083 16 66,914
Total 32 | 121,815| 12 | 53,888 | 25 | 108,459 | 64 | 192,872 | 133 | 477,034
Source: Bank Records

INVESTMENT TEST

The Investment Test rating is Outstanding. An excellent overall level of investment and grant
activity across the rated areas supports this rating.

Investment and Grant Activity

The institution has an excellent level of qualified community development investments and grants.
The bank’s investments and donations during the evaluation period totaled $200.1 million, which
represents a more than 150 percent increase in total investments compared to the adequate level of
investments noted at the previous evaluation. Investments included 108 new investments totaling
$181.1 million and 6 prior period investments totaling $12.4 million that remain outstanding. The
bank also made over 800 qualified donations and grants totaling $6.5 million.

Total investments represent 7.8 percent of average total securities and 1.6 percent of average total
assets throughout the evaluation period. First Merchants’ Investment Test performance compared
favorably against the performance of similarly situated banks. In terms of total investments as
percentages of average total securities and average total assets, First Merchants’ performance was
consistent with other large regional banks who received Investment Test ratings of Outstanding at
their most recent CRA Performance Evaluations.

The bank’s investments and donations supported all four community development categories, with
the largest dollar volume of investments in affordable housing initiatives. Examiners noted
qualified investment activity in all ten assessment areas, with the highest volume of investments
($52.0 million) in the Indianapolis MSA assessment area. Other assessment areas with particularly
high investment volumes were the Chicago MSA ($26.6 million), Muncie MSA ($21.0 million),
and Lafayette MSA ($20.7 million). Also included in the table below are investments and
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donations totaling approximately $34.7 million that benefitted broader statewide and regional areas.
Examiners considered these investments given that First Merchants satisfactorily addressed needs
within its assessment areas.

The following table details the bank’s investments by year and purpose. Refer to the separate
assessment area sections of this evaluation for more information.

Qualified Investments and Donations
Affordable Community Economic Revitalize or

Activity Year Housing Services Development Stabilize Totals

$(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Prior Period 6 12,445 0 0 0 0 0 0 6 12,445
2018 9 4,533 9 9,166 1 250 5 5,873 24 19,822
2019 10 12,806 11 11,413 2 10,250 1 16,980 24 51,449
2020 11 26,994 12 3,920 6 8,447 7 29,378 36 68,739
YTD 2021 10 22,736 12 14,395 2 4,000 0 0 24 41,131
Subtotal 46 79,514 44 38,894 11 22,947 13 52,231 114 | 193,586
Qualified Donations 14 926 323 2,793 14 335 0 0 351 4,054
i;’:ﬁ; e 487 | 2492 | - - : - . - 487 | 2,492
Total 547 82,932 | 367 | 41,687 25 23,282 13 52,231 952 | 200,132
Source: Bank Data

As noted in the previous table, during the evaluation period, the bank provided nearly 500 down
payment assistance grants to low- and moderate-income home mortgage borrowers. These grants
averaged roughly $5,000 per loan, with the bank providing grants up to $7,500 in some cases.
Given that access to affordable housing is a critical need in all of the bank’s assessment areas,
examiners considered these down payment assistance grants particularly responsive to the needs of
low- and moderate-income families.

Due to the identical nature of these grants across all assessment areas, the totals are included here
but are not included in the separate assessment area sections of this evaluation. The following table
provides a breakdown of the down payment assistance grants by assessment area.
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Home Mortgage Down Payment Assistance Grants
Assessment Area 2019 2020 2021 Total
# $(000s) # $(000s) # $(000s) # $(000s)
Indianapolis MSA 78 333 139 613 197 1,163 414 2,109
Indiana Non-MSA 0 0 0 0 4 18 4 18
Muncie MSA 0 0 0 0 4 23 4 23
Lafayette MSA 0 0 0 0 5 1 5
Fort Wayne MSA 0 0 2 4 30 154 32 158
Chicago MSA 0 0 0 0 9 65 9 65
Monroe MSA 0 0 0 0 0 0 0 0
Detroit MSA 0 0 0 0 4 1 4
Columbus MSA 1 2 6 26 15 82 22 110
Cincinnati MSA 0 0 0 0 0 0 0 0
Total 79 335 147 643 261 1,514 487 2,492
Source: Bank Data

Responsiveness to Credit and Community Development Needs

The institution exhibits good responsiveness to credit and community development needs. First
Merchants’ qualified investments addressed community development needs throughout the
assessment areas. While results were not as strong in the Michigan and Cincinnati MSA markets,
this conclusion is supported by performance in the three remaining rated areas, including the two
most heavily weighted areas. Refer to the separate assessment area sections of this evaluation for
more information.

Community Development Initiatives

The institution occasionally uses innovative or complex investments to support community
development initiatives. Some of the bank’s investments exhibited complex characteristics, such as
investment funds structured to achieve specific community development purposes. Refer to the
separate assessment area sections of this evaluation for more information.

SERVICE TEST

The Service Test rating is Low Satisfactory. The bank’s performance under each Service Test criterion
supports the rating.

Accessibility of Delivery Systems

Delivery systems are reasonably accessible to essentially all portions of the institution’s assessment
areas. Performance under this criterion is generally consistent across all assessment areas. The
bank’s office locations are generally well positioned to serve the needs of low- and moderate-
income areas throughout the assessment areas.
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The bank’s alternative delivery systems also promote the availability of banking services to its
entire customer base, including low- and moderate-income customers. The bank’s main alternative
delivery systems including online banking, mobile banking, and 161 bank-owned ATMs. These
services allow customers, including low- and moderate-income customers, to access banking
services even if they do not reside near a First Merchants branch. The availability of these
alternative delivery systems is consistent across all assessment areas.

Refer to the separate assessment area sections of this evaluation for more information on
accessibility of bank delivery systems.

Changes in Branch Locations

To the extent changes have been made, the bank’s opening and closing of branches has generally
not adversely affected the accessibility of its delivery systems, particularly in low- and moderate-
income geographies or to low- and moderate-income individuals. Since the previous evaluation,
First Merchants closed a considerable number of branches, consistent with nationwide trends in
branch closure rates. As shown in the following table, the vast majority of these 32 branch closures
were in middle- and upper-income census tracts. The bank closed three branches in moderate-
income tracts and no branches in low-income tracts. As such, these closures did not have a
significant adverse impact on the bank’s performance under this criterion given that the closures did
not disproportionately affect the accessibility of delivery systems in low- and moderate-income
areas.

Net Distribution of Branch Openings/Closings
Assessment # of # of Income Level of Census Tract (+/-)
Area Branch Branch .
Openings Closings Low Moderate | Middle Upper N/A

Indianapolis MSA 1 8 +1 -2 -6 0 0
Indiana Non-MSA 0 9 0 -1 -5 -3 0
Muncie MSA 0 4 0 0 -2 -2 0
Lafayette MSA 0 0 0 0 0 0 0
Fort Wayne MSA 0 2 0 0 0 -1 -1
Chicago MSA 0 3 0 0 -1 -2 0
Monroe MSA 0 3 0 0 -3 0 0
Detroit MSA 0 1 0 0 0 -1 0
Columbus MSA 0 2 0 0 -1 -1 0
Cincinnati MSA 0 0 0 0 0 0 0
Total 1 32 +1 -3 -18 -10 -1

Additionally, the bank opened one office during the evaluation period. This new office is located in
a low-income tract within a larger cluster of low- and moderate-income tracts several miles north of
downtown Indianapolis. Given that this branch opening increased the availability of banking
services in a particularly distressed area of Indianapolis, this branch opening positively affected
bank performance under this criterion.

Refer to the separate assessment area sections of this evaluation for more information on the
opening and closing of branches.
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Reasonableness of Business Hours and Services

Services and business hours do not vary in a way that inconveniences portions of the assessment
areas, particularly low- and moderate-income geographies and individuals. To the extent that
services and hours vary among branches, these variances are minimal and do not disproportionately
affect low- and moderate-income geographies or individuals. Refer to the separate assessment area
sections of this evaluation for more information.

The bank also offers Individual Development Accounts (IDAs), which are particularly responsive to
the needs of low- and moderate-income individuals. With these accounts, the bank matches
customer deposits, helping low- and moderate-income customers build savings. Through this
program, account holders are required to complete financial education training, which includes
investing and saving for specific asset purchases. The bank offers IDAs throughout all of its
assessment areas and opened 106 of these accounts during the evaluation period.

Community Development Services

The institution provided an adequate level of community development services. Throughout the
evaluation period, bank employees provided 415 instances of financial expertise or technical
assistance to community development-related organizations in the assessment areas. This level
represents a modest increase from the previous evaluation period, during which the bank provided
374 qualified community development services. The bank’s community development service
performance is consistent with similarly situated banks whose performance was assessed as
adequate.

The following table details First Merchants’ community development services throughout all
assessment areas since the previous evaluation. Many of the bank’s community development
services involve extensive employee involvement, such as serving as an officer or director of a
community development organization. These types of services are counted as one service per
calendar year but receive greater qualitative weight when arriving at overall performance
conclusions.

Refer to the separate assessment area sections of this evaluation for more information.
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Community Development Services by Assessment Area
Affordable | Community Economic Revitalize or

Assessment Area Housing Services Development Stabilize Totals

# # # # #
Indianapolis MSA 13 50 7 0 70
Indiana Non-MSA 6 18 7 0 31
Muncie MSA 6 19 0 0 25
Lafayette MSA 7 19 0 0 26
Fort Wayne MSA 7 51 6 0 64
Chicago MSA 33 50 13 0 96
Monroe MSA 5 37 11 0 53
Detroit MSA 4 2 2 0 8
Columbus MSA 1 27 1 0 29
Cincinnati MSA 0 1 0 0 1
Statewide/Regional 0 3 9 0 12
Total 82 277 56 0 415
Source: Bank Records

DISCRIMINATORY OR OTHER ILLEGAL CREDIT PRACTICES REVIEW

Examiners did not identify any evidence of discriminatory or other illegal credit practices; therefore,
this consideration did not affect the institution’s overall CRA rating.
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INDIANA

CRA RATING FOR INDIANA: SATISFACTORY

The Lending Test is rated: High Satisfactory
The Investment Test is rated: Qutstanding
The Service Test is rated: Low Satisfactory

DESCRIPTION OF INSTITUTION’S OPERATIONS IN INDIANA

The Indiana rated area contains the largest portion of bank operations among the five rated areas.
Of the bank’s 106 office locations, 62 are located in Indiana. This number excludes additional
offices located in the Indiana portions of the Chicago multistate MSA and Cincinnati MSA. As
detailed previously in the Scope of Evaluation section, this rated area also contains approximately
two-thirds of the bank’s total deposits and lending activity. Within Indiana, the bank has delineated
five separate assessment areas: Indianapolis MSA, Indiana Non-MSA, Muncie MSA, Lafayette
MSA, and Fort Wayne MSA.

SCOPE OF EVALUATION - INDIANA

The scope of evaluation in the Indiana rated area is identical to the overall scope of evaluation for
the institution. Examiners conducted full-scope reviews of the Indianapolis MSA and the Indiana
Non-MSA assessment areas. Examiners conducted limited-scope reviews of the Muncie MSA,
Lafayette MSA, and Fort Wayne MSA assessment areas. Of all of the bank’s assessment areas, the
Indianapolis MSA contains the largest proportion of bank offices and lending activity. As such,
performance in this assessment area carried the most weight in arriving at overall conclusions for
the Indiana rated area.

CONCLUSIONS ON PERFORMANCE CRITERIA IN INDIANA
LENDING TEST
The Lending Test rating is High Satisfactory for the Indiana rated area. Lending activity, community
development lending, and innovative and flexible lending performance primarily support the High

Satisfactory rating.

Lending Activity

Lending levels reflect excellent responsiveness to assessment area credit needs. The bank
demonstrated excellent performance in both full-scope assessment areas. Lending levels have
remained consistently high throughout the evaluation period. Refer to the separate assessment area
sections of this evaluation for additional information, including market share analysis.
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Geographic Distribution

The geographic distribution of loans reflects adequate penetration throughout the Indiana rated area.
With respect to the full-scope assessment areas, the bank demonstrated good performance in the
Indianapolis MSA assessment area and poor performance in the Indiana Non-MSA assessment area.
Collectively, the limited scope areas were consistent with this conclusion. Refer to the separate
assessment area sections of this evaluation for more detailed information.

Borrower Profile

The distribution of borrowers reflects good penetration among individuals of different income
levels and business and farms of different sizes. The bank demonstrated good performance under
this criterion in throughout its assessment areas. Refer to the separate assessment area sections of
this evaluation for more detailed information.

Innovative or Flexible Lending Practices

First Merchants uses innovative and flexible lending practices in order to serve assessment area
credit needs. All innovative and flexible loan programs described previously are offered throughout
the Indiana rated area. As shown in the following table, the bank originated 2,241 loans totaling
$246.5 million through innovative and flexible programs during the evaluation period. Refer to the
separate assessment area sections of this evaluation for more detailed information.

Innovative and Flexible Lending Programs — Indiana Rated Area
Totals
Loan Type Loan Program
# $(000s)
Next Horizon 647 89,058
Fannie & Freddie Programs 192 24,718
FHA 187 25,638
Home Mortgage
VA 77 14,601
USDA 117 12,474
State HFA 96 13,904
Small Business SBA (non-PPP) 104 63,624
Unsecured Home Improvement 440 1,939
Consumer -
Credit Creator 381 534
Totals 2,241 246,490
Source: Bank Records

Community Development L.oans

The institution made a relatively high level of community development loans. The bank originated
64 community development loans totaling $243.0 million throughout the Indiana rated area, which
represents slightly more than half of the bank’s total community development lending. The
following table details the bank’s community development loans by assessment area and purpose.
Refer to the separate assessment area sections of this evaluation for more information.
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Community Development Lending by Assessment Area — Indiana Rated Area

Affordable Community Economic Revitalize or Totals
Assessment Area Housing Services Development Stabilize

# $(000s) | # $(000s) # $(000s) # $(000s) # $(000s)
Indianapolis MSA 3 17,503 2 11,668 10 | 39,875 15 39,320 30 | 108,366
Indiana Non-MSA 2 9,899 0 0 0 0 2 5,859 4 15,758
Muncie MSA 0 0 7 34,417 0 0 1 2,000 8 36,417
Lafayette MSA 2 4,025 0 0 5 16,436 3 6,398 10 26,859
Fort Wayne MSA 2 11,373 2 2,803 5 36,430 3 4,975 12 55,581
Total 9 42,800 | 11 | 48,888 | 20 | 92,741 24 58,552 64 | 242,981

Source: Bank Records

INVESTMENT TEST

The Investment Test rating is Outstanding for the Indiana rated area. The bank’s excellent level of
qualified investments and good responsiveness to community development needs supports this
rating. Performance was generally consistent across all assessment areas, with the strongest
performance in the Indianapolis MSA assessment area, the most heavily weighted assessment area.

Investment and Grant Activity

The institution has an excellent level of qualified community development investments and grants.
The bank made a total of $121.8 million in qualified investments in the Indiana rated area, including
prior period investments and qualified donations. In addition to investments within the assessment
areas, the bank made investments totaling $9.5 million that benefitted a broader statewide area. The
following table details the bank’s qualified investments and donations by assessment area and
purpose. Refer to the separate assessment area sections of this evaluation for more information.

Qualified Investments and Donations by Assessment Area — Indiana Rated Area
Affordable Community Economic Revitalize or Totals
Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Indianapolis MSA 8 12,322 16 23,615 1 2,000 2 12,400 27 50,337
Indiana Non-MSA 1 3,000 9 3,996 0 0 2 4,675 12 11,671
Muncie MSA 1 199 5 3,005 0 0 1 16,980 7 20,184
Lafayette MSA 4 8,873 3 4,100 0 0 6 7,546 13 20,519
Fort Wayne MSA 2 2,373 11 4,178 0 0 0 0 13 6,551
Indiana Statewide 10 8,570 0 0 2 950 0 0 12 9,520
Subtotal 26 35,337 44 38,894 3 2,950 11 41,601 84 118,782
Qualified Donations 9 901 222 2015 7 145 0 0 238 3,061
Total 35 36,238 | 266 | 40,909 10 3,095 11 41,601 322 | 121,843
Source: Bank Data
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Responsiveness to Credit and Community Development Needs

The institution exhibits good responsiveness to credit and community economic development needs.
First Merchants’ qualified investments addressed identified needs throughout the assessment areas,
supporting all four categories of community development. Refer to the separate assessment area
sections of this evaluation for more information.

Community Development Initiatives

The institution occasionally uses innovative or complex investments to support community
development initiatives. Some of the bank’s investments exhibited complex characteristics. Refer
to the separate assessment area sections of this evaluation for more information.

SERVICE TEST
The Service Test rating is Low Satisfactory for the Indiana rated area. Performance was generally
consistent across all assessment areas, and the bank’s performance under each Service Test criterion

supports the overall rating.

Accessibility of Delivery Systems

Delivery systems are accessible to essentially all portions of the assessment areas. The bank’s
alternative delivery systems also promote the accessibility of bank services to low- and moderate-
income individuals. Refer to the separate assessment area sections of this evaluation for more
information.

Changes in Branch Locations

To the extent changes have been made, the institution’s opening and closing of branches has
generally not adversely affected the accessibility of its delivery systems, particularly in low- and
moderate-income geographies and to low- and moderate-income individuals. The bank closed a
considerable number of branches in the Indiana rated area during the evaluation period; however,
the vast majority of these closures were in middle- and upper-income census tracts and did not
disproportionately affect low- and moderate-income areas.

Reasonableness of Business Hours and Services

Services and business hours do not vary in a way that inconveniences portions of the assessment
areas, particularly low- and moderate-income geographies and individuals. Services and business
hours are generally consistent across all office locations in the assessment areas, and nearly all
offices offer Saturday hours and drive-up services. Any variations in services or hours are minor
and do not predominantly affect low- and moderate-income areas.
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Community Development Services

The institution provided an adequate level of community development services. Most of the bank’s
community development services within this rated area were in the Indianapolis MSA assessment
area. Of these services, most supported the provision of community services for low- and
moderate-income individuals, as reflected in the following table.

Community Development Services by Assessment Area — Indiana Rated Area
Affordable | Community Economic Revitalize or
Assessment Area Housing Services Development Stabilize Totals
# # # # #

Indianapolis MSA 13 50 7 0 70
Indiana Non-MSA 6 18 7 0 31
Muncie MSA 6 19 0 0 25
Lafayette MSA 7 19 0 0 26
Fort Wayne MSA 7 51 6 0 64
Total 39 157 20 0 216
Source: Bank Records

INDIANAPOLIS, IN MSA - Full-Scope Review

DESCRIPTION OF INSTITUTION’S OPERATIONS IN INDIANAPOLIS, IN
MSA

The Indianapolis MSA assessment area includes nine whole counties: Brown, Hamilton, Hancock,
Hendricks, Johnson, Madison, Marion, Morgan, and Shelby. This area encompasses all of
Indianapolis and most of the surrounding suburban areas. First Merchants operates 26 offices in
this assessment area. Among all ten assessment areas, the bank’s performance in the Indianapolis
MSA assessment area carried the most weight in arriving at overall conclusions. This determination
is based on the fact that more of the bank’s operations and lending activity are in this assessment
area than any other assessment area.

Economic and Demographic Data

The assessment area contains 380 census tracts across the nine counties. According to 2015 ACS
data, these tracts reflect the following income designations:

e 67 low-income tracts

¢ 103 moderate-income tracts

¢ 120 middle-income tracts

e 88 upper-income tracts

e 2 tracts with no income designation
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A substantial majority of the assessment area’s low- and moderate-income tracts are in Marion
County, which includes Indianapolis. The second largest cluster of low- and moderate-income
tracts is in Anderson, which is in Madison County.

The following table details select economic and demographic characteristics of the assessment area.

Demographic Information of the Assessment Area
Assessment Area: Indianapolis MSA

Demographic Characteristics # 0}; OOV;I 4 M&? f);a;e 1},2‘::}1; }/Jopg: ;; 0/1:11:: 4
Geographies (Census Tracts) 380 17.6 27.1 31.6 23.2 0.5
Population by Geography 1,852,513 11.4 22.7 324 33.2 0.3
Housing Units by Geography 791,675 13.1 24.8 31.6 30.4 0.2
Owner-Occupied Units by Geography 456,527 6.6 17.3 36.4 39.7 0.1
Occupied Rental Units by Geography 249,717 20.2 35.7 254 18.3 0.2
Vacant Units by Geography 85,431 27.0 32.3 23.8 16.4 0.4
Businesses by Geography 173,932 10.5 20.1 31.1 38.2 0.1
Farms by Geography 4,881 5.6 13.6 44 .4 36.3 0.1
Family Distribution by Income Level 456,792 22.3 17.2 19.6 40.9 0.0
Household Distribution by Income 706,244 24.0 16.4 17.7 41.9 0.0
Level
Median Family Income MSA - 26900 $66,803 | Median Housing Value $141,769
Indianapolis-Carmel-Anderson, IN
MSA
Families Below Poverty Level 11.0%|Median Gross Rent $827

Source: 2015 ACS and 2020 D&B Data. Due to rounding, totals may not equal 100.0%

(*) The NA category consists of geographies that have not been assigned an income classification.

Unemployment rates in the assessment area spiked at the beginning of the COVID-19 pandemic.
Since then, according to United States Bureau of Labor Statistics data, unemployment rates have
nearly returned to pre-pandemic levels. As of June 2021, the average unemployment rate across all
nine counties was 4.0 percent. Unemployment levels remain elevated in Marion and Madison
counties, at 5.4 percent and 5.6 percent, respectively.

According to Moody’s Analytics, the Indianapolis MSA economy is recovering from the pandemic
at a steady pace. Strengths in the manufacturing, healthcare, pharmaceutical, and construction
industries have supported recent job growth. The Indianapolis area continues to maintain a well-
diversified local economy. Major employers include Indiana University Health, St. Vincent
Hospitals and Health Services, Eli Lilly and Company, and FedEx.

The median family income level is used to analyze home mortgage loans under the Borrower

Profile criterion. The table below presents the Indianapolis MSA median family income levels for
2019 and 2020, as updated by the Federal Financial Institutions Examination Council (FFIEC).
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Median Family Income Ranges — Indianapolis MSA (26900)

Median Family Incomes Low Moderate Middle Upper
y <50% 50% to <80% 80% to <120% >120%

2019 ($77,800) <§38,900 $38,900 to <§62,240 $62,240 to <§93,360 >$93,360

2020 ($79,600) <§39,800 $39,800 to <§63,680 $63,680 to <§95,520 >$95,520

Source: FFIEC

Competition

The assessment area is highly competitive in the market for financial services. According to FDIC
Deposit Market Share data as of June 30, 2021, 41 banks operated 470 offices in the assessment
area. Of these banks, First Merchants ranked ninth, with a deposit market share of 4.2 percent.

According to 2020 HMDA aggregate data, First Merchants ranked 19" with a market share of 1.3
percent by number of loans among institutions that reported home mortgage originations or
purchases in the assessment area. Several large nonbank mortgage lenders dominate the market for
home mortgage loans. According to 2019 CRA aggregate data, the bank ranked 13™ with a market
share of 1.6 percent for small business loans, and 4" with a market share of 6.7 percent for small
farm loans. Small business and small farm market shares by dollar volume were notably higher, at
6.1 percent and 16.5 percent, respectively.

Community Contacts

As part of the evaluation process, examiners contact third parties active in the assessment area to
assist in identifying the credit and community development needs. This information helps
determine whether local financial institutions are responsive to those needs. It also shows what
credit and community development opportunities are available.

Examiners contacted a representative of a community development-related organization that
operates in the assessment area. The contact cited affordable housing as a significant need in the
assessment area. The contact said that in many cases, local banks offer products, particularly home
mortgage products, that meet the needs of low- and moderate-income families. However, banks
often struggle to reach these potential borrowers and successfully market their products to them. As
such, opportunities exist for local banks to conduct more extensive outreach in low- and moderate-
income communities. The contact also identified small business lending as an opportunity for
increased bank involvement. The contact provided examples of local small businesses, particularly
start-ups and minority- or women-owned businesses, that struggle to obtain financing from local
banks.

Credit and Community Development Needs and Opportunities

Considering information from the community contact, bank management, and demographic and
economic data, examiners determined that affordable housing is a primary need in the assessment
area, as well as loan programs tailored to the needs of low- and moderate-income borrowers.
Support for small businesses remains critical, especially given the challenges associated with the
COVID-19 pandemic. Opportunities for revitalization and stabilization continue to exist in the
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assessment area’s low- and moderate-income census tracts, particularly in Indianapolis and
Anderson. Finally, with more than 40 percent of assessment area households considered low- or
moderate-income, community services for low- and moderate-income individuals remains a
significant need.

CONCLUSIONS ON PERFORMANCE CRITERIA IN INDIANAPOLIS, IN
MSA

LENDING TEST

First Merchants demonstrated good performance under the Lending Test in the Indianapolis MSA
assessment area. The bank’s performance under each of the Lending Test criteria supports this
conclusion. The bank’s performance was strongest under the lending activity, borrower profile,

innovative and flexible lending, and community development lending criteria.

Lending Activity

Lending levels reflect excellent responsiveness to assessment area credit needs. Home mortgage
lending volumes in this assessment area have increased since the previous evaluation, even as the total
number of bank offices declined. Additionally, with respect to closed-end mortgage lending, First
Merchants’ lending volumes increased significantly from 2019 to 2020, meeting increased consumer
demand for home mortgage products.

Additionally, First Merchants is a leading small business lender in this assessment area. According to
2019 aggregate CRA data, First Merchants was a top five small business lender in the assessment area
in terms of total dollar volume. First Merchants’ average small business loan amount, at $191,000,
was also significantly higher than many other leading small business lenders, including many large
national banks. With respect to small farm lending, First Merchants was the second ranked lender in
the assessment area by dollar volume among institutions that report CRA data.

The following table details First Merchants’ 2019 and 2020 originations by loan type in the
Indianapolis assessment area.

Lending Activity — Indianapolis MSA
Loan Product 2019 # 2019 $(000) 2020 # 2020 $(000)
Closed-End Home Mortgage 872 157,574 1,289 238,447
Open-End Home Mortgage 746 71,237 673 62,930
Subtotal: Home Mortgage 1,618 228,811 1,962 301,377
Small Business 557 106,535 1,595 237,817
Small Farm 37 7,470 38 6,101
TOTAL 2,212 342,816 3,595 545,295
Source: Bank Data

Geographic Distribution

The geographic distribution of loans reflects good penetration throughout the assessment area.
While small business and open-end home mortgage lending performance was adequate, excellent
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closed-end home mortgage lending performance supports the overall conclusion. Additionally,
although the bank’s small farm lending performance in this assessment area was poor, given the low
volume of small farm lending, this product carried little weight and did not have a significant
impact on overall conclusions.

Closed-End Home Mortgage Loans

The geographic distribution of closed-end home mortgage loans reflects excellent penetration
throughout the assessment area. In both 2019 and 2020, First Merchants’ lending in both low- and
moderate-income tracts significantly exceeded aggregate lending levels. Notably, in 2020, the bank’s
lending in low-income tracts was double the aggregate level, and lending in moderate-income tracts
was significantly higher than aggregate. The following table details the geographic distribution of
closed-end home mortgage lending.

Geographic Distribution of Closed-End Home Mortgage Loans
Assessment Area: Indianapolis MSA
% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #

Low

2019 6.6 43 48 5.5 8,630 5.5

2020 6.6 3.7 96 7.4 13,889 5.8
Moderate

2019 17.3 13.9 173 19.8 19,927 12.6

2020 17.3 12.2 270 20.9 30,895 13.0
Middle

2019 36.4 342 348 399 53,524 34.0

2020 36.4 324 475 36.9 79,189 332
Upper

2019 39.7 47.5 302 34.6 75,374 47.8

2020 39.7 51.8 448 34.8 114,473 48.0
Not Available

2019 0.1 0.0 1 0.1 119 0.1

2020 0.1 0.0 0 0.0 0 0.0
Totals

2019 100.0 100.0 872 100.0 157,574 100.0

2020 100.0 100.0 1,289 100.0 238,447 100.0
Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Open-End Home Mortgage Loans

The geographic distribution of open-end home mortgage loans reflects adequate penetration
throughout the assessment area. The bank’s open-end lending in low-income tracts slightly trailed
aggregate data. Lending in moderate-income tracts was stronger, with the bank’s performance nearly
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matching the aggregate levels in both 2019 and 2020. Overall, this distribution of lending reflects
adequate performance. The following table details the geographic distribution of open-end home
mortgage lending.

Geographic Distribution of Open-End Home Mortgage Loans
Assessment Area: Indianapolis MSA
% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #

Low

2019 6.6 2.8 7 0.9 313 0.4

2020 6.6 2.8 7 1.0 302 0.5
Moderate

2019 17.3 10.6 75 10.1 5,028 7.1

2020 17.3 9.6 62 9.2 4,434 7.0
Middle

2019 36.4 33.7 401 53.8 31,603 44.4

2020 36.4 33.0 341 50.7 29,718 47.2
Upper

2019 39.7 52.9 263 353 34,293 48.1

2020 39.7 54.6 263 39.1 28,476 453
Not Available

2019 0.1 0.0 0 0.0 0 0.0

2020 0.1 0.0 0 0.0 0 0.0
Totals

2019 100.0 100.0 746 100.0 71,237 100.0

2020 100.0 100.0 673 100.0 62,930 100.0
Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Small Business Loans

The geographic distribution of small business loans reflects adequate penetration throughout the
assessment area. The bank’s lending in low- and moderate-income tracts in 2019 was comparable to
aggregate data. Lending performance improved incrementally in 2020 in both low- and moderate-
income tracts. Given that the bank’s lending distribution was similar to aggregate data and was
relatively consistent to the corresponding business demographic comparisons, the geographic
distribution of loans reflects adequate performance. The following table details the geographic
distribution of small business lending.
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Geographic Distribution of Small Business Loans
Assessment Area: Indianapolis MSA
% of Aggregate
Tract Income Level Businesses Per:;)rmance # % $(000s) %
o of #

Low

2019 9.9 8.7 42 7.5 8,232 7.7

2020 10.5 -- 138 8.7 23,526 9.9
Moderate

2019 19.9 17.3 99 17.8 18,163 17.0

2020 20.1 -- 294 18.4 38,625 16.2
Middle

2019 31.5 31.4 212 38.1 32,535 30.5

2020 31.1 -- 665 41.7 84,471 355
Upper

2019 38.6 42.5 202 36.3 46,005 43.2

2020 38.2 -- 495 31.0 89,734 37.7
Not Available

2019 0.1 0.2 2 0.4 1,600 1.5

2020 0.1 -- 3 0.2 1,461 0.6
Totals

2019 100.0 100.0 557 100.0 106,535 100.0

2020 100.0 -- 1,595 100.0 237,817 100.0
Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data, "--" data not available.
Due to rounding, totals may not equal 100.0%

Small Farm Loans

The geographic distribution of small farm loans reflects poor penetration throughout the assessment
area. As shown in the following table, across both years, the bank originated only two small farm
loans in moderate-income tracts and no loans in low-income tracts. However, given the small number
of assessment area farms located in low- and moderate-income tracts, as well as the bank’s relatively
low volume of small farm lending in this assessment area, performance under this criterion did not
have a material impact on overall assessments. The following table details the geographic distribution
of small farm lending.
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Geographic Distribution of Small Farm Loans
Assessment Area: Indianapolis MSA
Aggregate
Tract Income Level % of Farms | Performance # % $(000s) %
% of #

Low

2019 4.9 1.8 0 0.0 0 0.0

2020 5.6 -- 0 0.0 0 0.0
Moderate

2019 12.4 3.1 2 5.4 500 6.7

2020 13.6 -- 0 0.0 0 0.0
Middle

2019 45.0 63.7 24 64.9 4,635 62.0

2020 44.4 -- 31 81.6 5,025 82.4
Upper

2019 37.5 31.4 11 29.7 2,335 31.3

2020 36.3 -- 7 18.4 1,076 17.6
Not Available

2019 0.1 0.0 0 0.0 0 0.0

2020 0.1 -- 0 0.0 0 0.0
Totals

2019 100.0 100.0 37 100.0 7,470 100.0

2020 100.0 -- 38 100.0 6,101 100.0
Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data, "--" data not available.
Due to rounding, totals may not equal 100.0%

Borrower Profile

The distribution of borrowers reflects good penetration to individuals of different income levels and
business and farms of different sizes. Excellent performance of closed-end home mortgage lending
and small farm lending, combined with adequate results in the open-end home mortgage lending
and good performance of small business lending, primarily support this conclusion.

Closed-End Home Mortgage Loans

The distribution of closed-end home mortgage loans reflects excellent penetration to retail customers
of different income levels. As shown in the following table, the bank’s lending to low-income
borrowers was more than double the aggregate levels in both 2019 and 2020. Lending to moderate-
income borrowers was similarly strong, with the bank’s performance exceeding aggregate levels by
more than 7.0 percentage points in 2019 and more than 15.0 percentage points in 2020. These levels
of lending reflect excellent performance under this criterion.
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Distribution of Closed-End Home Mortgage Loans by Borrower Income Level

Assessment Area: Indianapolis MSA

Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #
Low
2019 223 9.0 165 18.9 16,920 10.7
2020 22.3 7.6 230 17.8 21,763 9.1
Moderate
2019 17.2 20.2 241 27.6 30,579 19.4
2020 17.2 18.1 434 33.7 52,464 22.0
Middle
2019 19.6 20.5 160 18.3 23,519 14.9
2020 19.6 19.9 202 15.7 32,994 13.8
Upper
2019 40.9 32.7 268 30.7 72,791 46.2
2020 40.9 34.7 382 29.6 117,393 49.2
Not Available
2019 0.0 17.7 38 4.4 13,767 8.7
2020 0.0 19.7 41 3.2 13,834 5.8
Totals
2019 100.0 100.0 872 100.0 157,574 100.0
2020 100.0 100.0 1,289 100.0 238,447 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Open-End Home Mortgage Loans
The distribution of open-end home mortgage loans reflects adequate penetration to retail customers of
different income levels. As shown in the following table, the bank’s lending to low-income borrowers
was slightly below aggregate levels in both years. Conversely, lending to moderate-income borrowers

was slightly above aggregate in both years. Overall, these levels of lending reflect adequate
performance.
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Assessment Area: Indianapolis MSA

Distribution of Open-End Home Mortgage Loans by Borrower Income Level

Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #
Low
2019 223 9.1 47 6.3 1,954 2.7
2020 22.3 7.0 40 5.9 1,641 2.6
Moderate
2019 17.2 18.4 160 21.4 9,245 13.0
2020 17.2 16.2 154 22.9 9,693 15.4
Middle
2019 19.6 21.7 168 22.5 13,455 18.9
2020 19.6 21.0 153 22.7 10,846 17.2
Upper
2019 40.9 48.5 332 44.5 38,224 53.7
2020 40.9 53.0 301 44.7 38,322 60.9
Not Available
2019 0.0 23 39 5.2 8,360 11.7
2020 0.0 2.8 25 3.7 2,427 3.9
Totals
2019 100.0 100.0 746 100.0 71,237 100.0
2020 100.0 100.0 673 100.0 62,930 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Small Business Loans
The distribution of small business loans reflects good penetration to businesses of different sizes.

Approximately half of the bank’s small business loans in this assessment area were to businesses with
revenues of $1 million or less. As shown in the following table, the bank’s level of lending to these
businesses exceeded aggregate data by more than 10.0 percentage points in 2019, the most recent year

for which aggregate data was available.
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Distribution of Small Business Loans by Gross Annual Revenue Category
Assessment Area: Indianapolis MSA
% of Aggregate
Gross Revenue Level Businesses Perf/ormance # % $(000s) %
o of #

<$1,000,000

2019 85.0 45.1 309 55.5 34,888 32.7

2020 87.2 -- 749 47.0 57,815 243
>$1,000,000

2019 5.2 -- 248 445 71,647 67.3

2020 43 -- 591 371 162,625 68.4
Revenue Not Available

2019 9.8 -- 0 0.0 0 0.0

2020 8.5 -- 255 16.0 17,377 7.3
Totals

2019 100.0 100.0 557 100.0 106,535 100.0

2020 100.0 -- 1,595 100.0 237,817 100.0
Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data, "--" data not available.
Due to rounding, totals may not equal 100.0%

Small Farm Loans

The distribution of small farm loans reflects excellent penetration to farms of different sizes. In
2019, all but one of the bank’s small farm loans in this assessment area were to farms with revenues
of $1 million or less, which significantly exceeds aggregate data. Although this percentage fell in
2020, lending to farms with revenues of $1 million or less still represented more than three quarters
of total small farm lending in this assessment area in 2020. These levels of lending reflect excellent
performance under this criterion. The following table details the bank’s small farm lending by

revenue level.
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Distribution of Small Farm Loans by Gross Annual Revenue Category

Assessment Area: Indianapolis MSA

Aggregate
Gross Revenue Level % of Farms Performance # % $(000s) %
% of #
<=$1,000,000
2019 96.0 59.0 36 97.3 7,170 96.0
2020 96.3 -- 31 81.6 5,265 86.3
>$1,000,000
2019 2.2 -- 1 2.7 300 4.0
2020 2.0 -- 4 10.5 767 12.6
Revenue Not Available
2019 1.8 -- 0 0.0 0 0.0
2020 1.7 -- 3 7.9 69 1.1
Totals
2019 100.0 100.0 37 100.0 7,470 100.0
2020 100.0 -- 38 100.0 6,101 100.0

Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data; "--" data not available.
Due to rounding, totals may not equal 100.0%

Innovative or Flexible Lending Practices

The bank makes extensive use of innovative and flexible lending practices in order to serve
assessment area credit needs. As shown in the following table, the bank funded 1,118 innovative
and flexible loans totaling more than $165 million during the evaluation period, representing 57.6
percent of the total flexible lending originated by the institution during the evaluation period. These
loans provided credit to individuals and businesses that may not have otherwise qualified for
traditional bank financing.

Innovative or Flexible Lending Programs — Indianapolis MSA
2018 2019 2020 YTD 2021 Totals

Type of Program

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Home Mortgage 40 5,072 247 | 33,350 | 237 | 34,783 | 264 | 44,568 788 117,773
Small Business 11 4,788 32 24,598 16 11,493 7 6,048 66 46,927
Consumer 37 112 89 244 81 231 57 171 264 758
Totals 88 9,972 368 | 58,192 | 334 | 46,507 | 328 | 50,787 | 1,118 | 165,458
Source: Bank Records

Community Development L.oans

The institution made a relatively high level of community development loans. The bank originated
more than $108 million in community development loans in this assessment area, supporting all
four community development categories. Among all ten assessment areas, community development
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lending volume was highest in this assessment area, representing 22.7 percent of the bank’s total
qualified lending. Fourteen of these community development loans totaling $34.5 million were PPP
loans.

The following table details the bank’s community development lending in this assessment area by
year and purpose.

Community Development Lending — Indianapolis MSA

Affordable Community Economic Revitalize or Totals
Activity Year Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
2018 0 0 0 0 1 4,188 0 0 1 4,188
2019 1 3,500 0 0 3 10,085 0 0 4 13,585
2020 2 14,003 1 1,156 3 10,817 11 30,558 17 56,534
YTD 2021 0 0 1 10,512 3 14,785 4 8,762 8 34,059
Total 3 17,503 2 11,668 10 39,875 15 39,320 30 | 108,366
Source: Bank Records

Examples of the bank’s community development loans in this assessment area are as follows:

e A $4.8 million loan provided funding for a new business structure in a low-income census
tract in a Qualified Opportunity Zone. The land used was a brownfield, so this construction
project resulted in the cleanup of the site. It contributed to the revitalization and
stabilization of the census tract.

e A $13.0 million loan funded the construction of a 210-unit multi-family affordable housing
community in Indianapolis. These affordable housing units are designated for low- and
moderate-income persons.

e A $3.5 million loan funded the purchase and rehabilitation of an affordable housing
community. The 131 units are designated for low- and moderate-income persons.

INVESTMENT TEST
First Merchants demonstrated outstanding performance under the Investment Test in the
Indianapolis MSA assessment area. The bank’s excellent level of qualified investments and good

responsiveness to community development needs support this conclusion.

Investment and Grant Activity

The institution made an excellent level of community development investments. Investments in this
assessment area represented 26.0 percent of the bank’s total investment activity by dollar volume,
which is consistent with the proportion of overall bank operations in this assessment area. Most of
these investments were new since the previous evaluation. Investments supported all four
community development categories, with the largest share of investments supporting affordable
housing. The following table details the qualified investments and donations in this assessment area
by year and purpose.
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Qualified Investments — Indianapolis MSA

Affordable Community Economic Revitalize or Totals
Activity Year Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Prior Period 3 8,052 0 0 0 0 0 0 3 8,052
2018 2 828 4 6,161 0 0 0 0 6 6,989
2019 3 3,442 3 7,159 0 0 0 0 6 10,601
2020 0 0 0 0 0 0 2 12,400 2 12,400
2021 0 0 9 10,295 1 2,000 0 0 10 12,295
Subtotal 8 12,322 16 23,615 1 2,000 2 12,400 27 50,337
Qualified Donations 5 879 106 766 1 5 0 0 112 1,650
Total 13 13,201 | 122 | 24,381 2 2,005 2 12,400 139 | 51,987

Source: Bank Data

Examples of the bank’s qualified investments in this assessment area are as follows:

e Six bonds totaling $7.4 million provided funding for several school building projects in a
school district where a majority of students are low- or moderate-income.

e The bank invested $7.5 million in a fund that provides growth capital to companies in order
to revitalize distressed census tracts.

e In 2020, the bank donated a total of $244,500 to 90 separate organizations responsive to the
needs of low- and moderate-income individuals affected by COVID-19. Examples include
donations to organizations providing housing, food, and other essential services.

Responsiveness to Credit and Community Development Needs

The institution exhibits good responsiveness to credit and community development needs.
Investments supported all four community development categories, all of which were identified
needs in the assessment area.

Community Development Initiatives

The institution occasionally uses innovative or complex investments to support community
development initiatives. Some of the bank’s investments exhibited complex characteristics, such as
investments in Small Business Investment Companies that support economic development by
financing small businesses.

SERVICE TEST

First Merchants demonstrated adequate performance under the Service Test in the Indianapolis
MSA assessment area. Performance under each Service Test criterion supports this conclusion.

Accessibility of Delivery Systems

Delivery systems are reasonably accessible to essentially all portions of the assessment area. As
shown in the following table, the bank operates eight offices in low- or moderate-income census
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tracts. The percentage of offices in both low- and moderate-income tracts is comparable to the
percentage of assessment area residents that live in those tract income categories. Additionally, the
bank maintains three ATMs in low-income tracts and seven ATMs in moderate-income tracts
throughout the assessment area.

Branch Distribution by Geography Income Level — Indianapolis MSA
Tract Income Ofﬁiisn(:lizther Census Tracts Population Bank Branches
Level i % i % # % e %
Low 34 7.2 67 17.6 212,040 11.4 3 11.5
Moderate 130 27.4 103 27.1 420,208 22.7 5 19.2
Middle 140 29.5 120 31.6 599,382 324 11 42.3
Upper 170 359 88 23.2 615,233 33.2 7 26.9
N/A 0 0.0 2 0.5 5,650 0.3 0 0.0
Total 474 100.0 380 100.0 1,852,513 100.0 26 100.0
Source: 2015 ACS Data, 2020 Peer Deposit Data, and Bank Records. Due to rounding, totals may not equal 100.0.

Several of the bank’s office locations in Indianapolis and Anderson positively affected bank
performance under this criterion. Specifically, the bank’s 38" Street office in Indianapolis, which
opened in 2020, effectively serves a predominantly low- and moderate-income area. The office is
located in a low-income area near the center of a large cluster of low- and moderate-income tracts
several miles north of downtown Indianapolis. Additionally, the bank’s office locations in
Anderson effectively serve a predominantly low- and moderate-income area. The downtown
Anderson area contains a cluster of 13 low- and moderate-income tracts, and First Merchants
maintains three offices in or immediately adjacent to these tracts.

Changes in Branch Locations

To the extent changes have been made, the institution’s opening and closing of branches has
generally not adversely affected the accessibility of its delivery systems, particularly in low- and
moderate-income geographies and to low- and moderate-income individuals. During the evaluation
period, the bank closed eight offices and opened one office in the assessment area. Of the eight
closures, two offices were located in moderate-income tracts, one in Hamilton County and one in
Madison County. As such, the closures of these offices negatively impacted the accessibility of
banking service in these moderate-income areas.

However, the opening of a new branch in a low-income area of Indianapolis helped to offset the
negative impact of the moderate-income branch closures. The new branch, which is located on 38
Street several miles north of downtown Indianapolis, is located near the center of a large cluster of
low- and moderate-income tracts. Examiners considered the opening of this branch particularly
beneficial and responsive to the needs of low- and moderate-income individuals in this distressed
portion of Indianapolis.
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Reasonableness of Business Hours and Services

Services and business hours do not vary in a way that inconveniences portions of the assessment
area, particularly low- and moderate-income geographies and individuals. Services and business
hours are generally consistent across all office locations in this assessment area, and nearly all
offices offer Saturday hours and drive-up services. Any variations in services or hours are minor
and do not predominantly affect low- and moderate-income areas.

Community Development Services

The bank provides an adequate level of community development services. During the evaluation
period, the bank performed 70 services in this market, representing 16.7 percent of its total qualified
services. Most of these activities supported the provision of community services for low- and
moderate-income individuals. The following table details the bank’s community development
services in this assessment area by year and purpose.

Community Development Services — Indianapolis MSA
Affordable | Community Economic Revitalize or

Activity Year Housing Services Development Stabilize Totals

# # # # #
2018 0 11 0 0 11
2019 5 19 1 0 25
2020 7 13 2 0 22
YTD 2021 1 7 4 0 12
Total 13 50 7 0 70
Source: Bank Records

Examples of the bank’s community development services in this assessment area are as follows:
e A bank officer serves on an affordable housing committee for a development corporation to
promote affordable housing in the assessment area.
e A bank officer serves on the board of an economic development entity promoting small
business growth.
e A bank officer serves on the board of a homeless shelter for women and children.

NONMETROPOLITAN INDIANA — Full-Scope Review

DESCRIPTION OF INSTITUTION’S OPERATIONS IN
NONMETROPOLITAN INDIANA

The Indiana Non-MSA assessment area includes 14 whole counties: Adams, Clinton, Fayette,
Henry, Huntington, Jay, Marshall, Miami, Montgomery, Randolph, Wabash, Wayne, Wells, and
White. These counties are mostly contiguous and located throughout northern and central Indiana;
therefore, these areas are presented collectively as one assessment area for purposes of this
evaluation. First Merchants operates 16 offices in this assessment area.
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Economic and Demographic Data

The assessment area contains 130 census tracts across the 14 counties. According to 2015 ACS
data, these tracts reflect the following income designations:

e | low-income tracts

e 26 moderate-income tracts

¢ 90 middle-income tracts
e 13 upper-income tracts

Wayne County, which includes Richmond, has the assessment area’s only low-income tract and
nearly a quarter of the assessment area’s moderate-income tracts. The following table details select
economic and demographic characteristics of the assessment area.

Assessment Area: Indiana Non-MSA

Demographic Information of the Assessment Area

Demographic Characteristics # ;; oov; " M‘?/odz;z:#te 1:,2(::}1; gopgf ; 0/1:1‘:: "
Geographies (Census Tracts) 130 0.8 20.0 69.2 10.0 0.0
Population by Geography 497,863 0.7 17.7 71.0 10.5 0.0
Housing Units by Geography 216,880 1.0 19.0 69.9 10.1 0.0
Owner-Occupied Units by Geography 140,080 0.3 14.8 73.1 11.8 0.0
Occupied Rental Units by Geography 49,756 2.0 27.3 65.0 5.7 0.0
Vacant Units by Geography 27,044 3.1 254 62.3 9.3 0.0
Businesses by Geography 29,994 1.7 17.7 69.0 11.6 0.0
Farms by Geography 3,244 0.0 4.2 76.3 19.5 0.0
Family Distribution by Income Level 129,201 19.6 18.8 22.7 38.9 0.0
Household Distribution by Income 189,836 23.8 17.3 19.1 39.8 0.0
Level
Median Family Income Non-MSAs - $55,715|Median Housing Value $99,779
IN
Families Below Poverty Level 11.4%|Median Gross Rent $640

Source: 2015 ACS and 2020 D&B Data. Due to rounding, totals may not equal 100.0%
(*) The NA category consists of geographies that have not been assigned an income classification.

According to United States Bureau of Labor Statistics data, unemployment rates throughout the
assessment area have declined substantially since the onset of the COVID-19 pandemic. As of June
2021, county unemployment rates averaged 4.0 percent across the 14 assessment area counties.
Unemployment rates remain most elevated in Miami County (6.1 percent) and Fayette County (5.8

percent).

The assessment area’s economy relies heavily on small business and agriculture. Various larger
employers also operate throughout the assessment area. For example, Wayne County, Marshall
County, and Henry County have the assessment area’s largest labor forces. Major employers in
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those counties include Reid Health (Wayne County); wire manufacturer Southwire (Marshall
County); and manufacturer Draper, Inc. (Henry County). With respect to agriculture, according to
the most recent Census of Agriculture data, assessment area farms had annual sales of over $2.5
billion in 2017.

The table below presents the Indiana Non-MSA median family income levels for 2019 and 2020, as
updated by the FFIEC.

Median Family Income Ranges — Indiana Non-MSA (99999)

Median Family Incomes Low Moderate Middle Upper
y <50% 50% to <80% 80% to <120% >120%

2019 ($61,200) <§30,600 $30,600 to <§48,960 $48,960 to <$73,440 >$73,440

2020 ($63,800) <§31,900 $31,900 to <§51,040 $51,040 to <§76,560 >$76,560

Source: FFIEC

Competition

The assessment area is moderately competitive in the market for financial services. According to
FDIC Deposit Market Share data as of June 30, 2021, 40 banks operated 152 offices in the
assessment area. Of these banks, First Merchants ranked first, with a deposit market share of 14.1
percent.

According to 2020 HMDA aggregate data, First Merchants ranked second with a market share of
5.1 percent by number of loans among institutions that reported home mortgage originations or
purchases in the assessment area. The top ranked lender in the assessment area is a large nonbank
mortgage lender. According to 2019 CRA aggregate data, the bank ranked fifth with a market share
of 5.3 percent by number for small business loans, and third with a market share of 11.7 percent by
number for small farm loans. Small business and small farm market shares by dollar volume were
notably higher, at 14.8 percent and 19.3 percent, respectively.

Community Contacts

Examiners reviewed a recent contact with a local economic development organization active in the
assessment area. The contact noted that the area’s economy continues to recover from the
challenges associated with the COVID-19 pandemic. The contact identified small business start-up
financing as a credit need in the area. The contact also stated that local banks perform well in
meeting local credit needs, including through SBA and USDA financing for local small businesses
and farms.

Credit and Community Development Needs and Opportunities

Examiners determined that support for small businesses and farms is a primary need in this
assessment area, especially in light of challenges associated with the COVID-19 pandemic.
Programs to support low- and moderate-income families, including support for affordable housing
initiatives, also remain in demand.
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CONCLUSIONS ON PERFORMANCE CRITERIA IN
NONMETROPOLITAN INDIANA

LENDING TEST

First Merchants demonstrated good performance under the Lending Test in the Indiana Non-MSA
assessment area. The bank’s performance under each of the Lending Test criteria supports this
conclusion. The bank’s performance under the geographic distribution criterion was poor; however,

performance was stronger under all other Lending Test criteria.

Lending Activity

Lending levels reflect excellent responsiveness to assessment area credit needs. With respect to
closed-end mortgage lending, First Merchants’ lending volumes increased significantly from 2019 to
2020, meeting increased consumer demand for home mortgage products.

Additionally, First Merchants is a leading small business lender in this assessment area. According to
2019 aggregate CRA data, First Merchants was the top small business lender in the assessment area in
terms of total dollar volume. First Merchants average small business loan amount, at $129,000, was
also significantly higher than other leading small business lenders, including many large national
banks. With respect to small farm lending, First Merchants was the second ranked lender in the
assessment area by dollar volume among institutions that report CRA data.

The following table details First Merchants’ 2019 and 2020 originations by loan type in the Indiana
Non-MSA assessment area.

Lending Activity — Indiana Non-MSA
Loan Product 2019 # 2019 $(000) 2020 # 2020 $(000)
Closed-End Home Mortgage 440 52,187 541 74,051
Open-End Home Mortgage 534 33,816 458 32,105
Subtotal: Home Mortgage 974 86,003 9299 106,156
Small Business 319 41,221 770 75,462
Small Farm 211 31,780 248 32,754
TOTAL 1,504 159,004 2,017 214,372
Source: Bank Data

Geographic Distribution

The geographic distribution of loans reflects poor penetration throughout the assessment area. Poor
performance with respect to closed-end home mortgage lending, open-end home mortgage lending,
and small business lending primarily support this conclusion.

Closed-End Home Mortgage Loans

The geographic distribution of closed-end home mortgage loans reflects poor penetration throughout
the assessment area. In particular, the bank’s lending performance in moderate-income tracts lagged
aggregate levels by several percentage points in both 2019 and 2020. The following table details the
geographic distribution of closed-end home mortgage lending.
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Geographic Distribution of Closed-End Home Mortgage Loans
Assessment Area: Indiana Non-MSA
% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #

Low

2019 0.3 0.1 0 0.0 0 0.0

2020 0.3 0.1 0 0.0 0 0.0
Moderate

2019 14.8 13.4 39 8.9 2,484 4.8

2020 14.8 11.6 34 6.3 2,414 33
Middle

2019 73.1 72.5 331 75.2 39,617 75.9

2020 73.1 73.6 417 77.1 58,022 78.4
Upper

2019 11.8 13.9 70 15.9 10,086 19.3

2020 11.8 14.7 90 16.6 13,616 18.4
Totals

2019 100.0 100.0 440 100.0 52,187 100.0

2020 100.0 100.0 541 100.0 74,051 100.0
Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Open-End Home Mortgage Loans

The geographic distribution of open-end home mortgage loans reflects poor penetration throughout the
assessment area. As with closed-end lending, the bank’s lending performance in moderate-income
tracts lagged aggregate levels by several percentage points in both 2019 and 2020. The following table

details the geographic distribution of open-end lending.
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Geographic Distribution of Open-End Home Mortgage Loans

Assessment Area: Indiana Non-MSA

% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2019 0.3 0.1 0.0 0 0.0
2020 0.3 0.0 0.0 0 0.0
Moderate
2019 14.8 9.7 43 8.1 1,786 5.3
2020 14.8 8.3 25 5.5 1,123 3.5
Middle
2019 73.1 70.4 413 77.3 26,257 77.6
2020 73.1 72.8 347 75.8 24,783 77.2
Upper
2019 11.8 19.8 78 14.6 5,772 17.1
2020 11.8 18.9 86 18.8 6,199 19.3
Totals
2019 100.0 100.0 534 100.0 33,816 100.0
2020 100.0 100.0 458 100.0 32,105 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Small Business Loans

The geographic distribution of small business loans reflects poor penetration throughout the
assessment area. The bank’s lending performance in moderate-income tracts lagged aggregate data by

nearly 8.0 percentage points in 2019, the most recent year for which aggregate data was available.
Also, the results for both years significantly trailed the corresponding business demographic in that
income segment. The following table details the geographic distribution of small business lending.
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Geographic Distribution of Small Business Loans
Assessment Area: Indiana Non-MSA
% of Aggregate
Tract Income Level Businesses Per:;)rmance # % $(000s) %
o of #

Low

2019 1.7 1.3 2 0.6 507 1.2

2020 1.7 -- 5 0.6 1,171 1.6
Moderate

2019 17.8 17.6 31 9.7 6,830 16.6

2020 17.7 -- 82 10.6 9,037 12.0
Middle

2019 69.2 68.3 224 70.2 26,932 65.3

2020 69.0 -- 573 74.4 51,909 68.8
Upper

2019 11.3 12.8 62 19.4 6,952 16.9

2020 11.6 -- 110 14.3 13,345 17.7
Totals

2019 100.0 100.0 319 100.0 41,221 100.0

2020 100.0 - 770 100.0 75,462 100.0
Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data, "--" data not available.
Due to rounding, totals may not equal 100.0%

Small Farm Loans
The geographic distribution of small farm loans reflects adequate penetration throughout the

assessment area. Very few assessment area farms are located in the assessment area’s low- and
moderate-income census tracts. The bank’s lending in moderate-income tracts was nearly identical to
aggregate in 2019 and increased in 2020. The following table details the geographic distribution of

small farm lending.
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Geographic Distribution of Small Farm Loans
Assessment Area: Indiana Non-MSA
Aggregate
Tract Income Level % of Farms | Performance # % $(000s) %
% of #

Low

2019 0.0 0.0 0 0.0 0 0.0

2020 0.0 -- 0 0.0 0 0.0
Moderate

2019 43 0.8 2 0.9 376 1.2

2020 4.2 -- 4 1.6 186 0.6
Middle

2019 76.3 81.8 158 74.9 25,222 79.4

2020 76.3 -- 167 67.3 21,192 64.7
Upper

2019 19.4 17.4 51 242 6,182 19.5

2020 19.5 -- 77 31.0 11,376 34.7
Totals

2019 100.0 100.0 211 100.0 31,780 100.0

2020 100.0 - 248 100.0 32,754 100.0
Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data, "--" data not available.
Due to rounding, totals may not equal 100.0%

Borrower Profile

The distribution of borrowers reflects good penetration to individuals of different income levels and
business and farms of different sizes. The bank demonstrated excellent performance in small
business and small farm lending, and good performance in the more heavily weighted closed-end
and open-end home mortgage lending.

Closed-End Home Mortgage Loans

The distribution of closed-end home mortgage loans reflects good penetration to retail customers of
different income levels. As shown in the following table, the bank’s lending to both low- and
moderate-income borrowers was either in line with or exceeded aggregate data in both 2019 and 2020.
Furthermore, the bank’s lending performance in both of these income categories increased from 2019
to 2020. This distribution of lending reflects good performance.
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Assessment Area: Indiana Non-MSA

Distribution of Closed-End Home Mortgage Loans by Borrower Income Level

Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #
Low
2019 19.6 9.2 44 10.0 2,866 5.5
2020 19.6 8.3 57 10.5 3,625 4.9
Moderate
2019 18.8 24.7 107 243 9,267 17.8
2020 18.8 23.9 143 26.4 12,812 17.3
Middle
2019 22.7 22.1 117 26.6 12,203 234
2020 22.7 21.1 145 26.8 16,112 21.8
Upper
2019 38.9 27.1 157 35.7 25,362 48.6
2020 38.9 293 189 349 31,331 423
Not Available
2019 0.0 16.8 15 34 2,489 4.8
2020 0.0 17.4 7 1.3 10,171 13.7
Totals
2019 100.0 100.0 440 100.0 52,187 100.0
2020 100.0 100.0 541 100.0 74,051 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Open-End Home Mortgage Loans
The distribution of open-end home mortgage loans reflects good penetration to retail customers of
different income levels. As shown in the following table, and as with close-end home mortgage

lending, the bank’s open-end lending to both low- and moderate-income borrowers was either in line
with or exceeded aggregate data in both 2019 and 2020, reflecting good performance under this

criterion.
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Distribution of Open-End Home Mortgage Loans by Borrower Income Level

Assessment Area: Indiana Non-MSA

Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #
Low
2019 19.6 10.1 53 9.9 1,934 5.7
2020 19.6 8.4 44 9.6 1,735 54
Moderate
2019 18.8 17.1 92 17.2 4,270 12.6
2020 18.8 18.6 90 19.7 5,112 15.9
Middle
2019 22.7 26.6 156 29.2 9,086 26.9
2020 22.7 249 119 26.0 6,917 21.5
Upper
2019 38.9 43.7 215 40.3 17,379 514
2020 38.9 442 191 41.7 17,714 55.2
Not Available
2019 0.0 2.5 18 3.4 1,147 34
2020 0.0 3.9 14 3.1 627 2.0
Totals
2019 100.0 100.0 534 100.0 33,816 100.0
2020 100.0 100.0 458 100.0 32,105 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Small Business Loans

The distribution of small business loans reflects excellent penetration to businesses of different

sizes. In 2019, the most recent year for which aggregate data was available, the bank’s lending to

businesses with revenues of $1 million or less was substantially higher than the aggregate level.
Performance was similarly strong in 2020 when taking into account the high number of PPP loans

for which revenues were not reported. When excluding these loans, the bank’s lending to
businesses with revenues of $1 million or less was nearly identical to the 2019 level.
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Distribution of Small Business Loans by Gross Annual Revenue Category

Assessment Area: Indiana Non-MSA

% of Aggregate
Gross Revenue Level Businesses Perf/ormance # % $(000s) %
o of #

<$1,000,000

2019 80.3 50.0 221 69.3 15,181 36.8

2020 82.3 -- 455 59.1 26,144 34.6
>$1,000,000

2019 5.2 -- 98 30.7 26,040 63.2

2020 4.6 -- 206 26.8 45,266 60.0
Revenue Not Available

2019 14.5 -- 0 0.0 0 0.0

2020 13.1 -- 109 14.2 4,052 5.4
Totals

2019 100.0 100.0 319 100.0 41,221 100.0

2020 100.0 -- 770 100.0 75,462 100.0

Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data; "--" data not available.
Due to rounding, totals may not equal 100.0%

Small Farm Loans

The distribution of small farm loans reflects excellent penetration to farms of different sizes. In
2019, the most recent year for which aggregate data was available, the bank’s performance was
substantially higher than the aggregate level. The following table details small farm lending by
borrower income category.
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Distribution of Small Farm Loans by Gross Annual Revenue Category

Assessment Area: Indiana Non-MSA

Aggregate
Gross Revenue Level % of Farms Performance # % $(000s) %
% of #
<=$1,000,000
2019 97.9 65.5 179 84.8 24,185 76.1
2020 98.1 -- 197 79.4 26,726 81.6
>$1,000,000
2019 1.4 -- 32 15.2 7,595 23.9
2020 1.3 -- 38 15.3 5,747 17.5
Revenue Not Available
2019 0.7 -- 0 0.0 0 0.0
2020 0.6 -- 13 52 281 0.9
Totals
2019 100.0 100.0 211 100.0 31,780 100.0
2020 100.0 -- 248 100.0 32,754 100.0

Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data; "--" data not available.
Due to rounding, totals may not equal 100.0%

Innovative or Flexible Lending Practices

The bank uses innovative and flexible lending practices in order to serve assessment area credit
needs. As shown in the following table, the bank funded over 500 innovative and flexible loans
totaling more than $26 million during the evaluation period, representing 9.3 percent of the bank’s
total. These loans provided credit to individuals and businesses that may not have otherwise
qualified for traditional bank financing.

Innovative or Flexible Lending Programs — Indiana Non-MSA
2018 2019 2020 YTD 2021 Totals

Type of Program

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Home Mortgage 37 3,869 78 8,107 58 6,781 24 2,986 197 21,743
Small Business 4 2,149 12 1,615 0 0 1 99 17 3,863
Consumer 45 157 99 338 92 297 63 200 299 992
Totals 86 6,175 189 | 10,060 | 150 7,078 88 3,285 513 | 26,598
Source: Bank Records

Community Development L.oans

The institution made a relatively high level of community development loans. The bank originated
nearly $16 million in community development loans in this assessment area, primarily supporting
affordable housing initiatives and representing 3.3 percent of its total qualified lending. Two of
these community development loans totaling $5.9 million were PPP loans.
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The following table details the bank’s community development lending in this assessment area by
year and purpose.

Community Development Lending — Indiana Non-MSA

Affordable Community Economic Revitalize or Totals
Activity Year Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
2018 1 9,000 0 0 0 0 0 0 1 9,000
2019 0 0 0 0 0 0 0 0 0 0
2020 1 899 0 0 0 0 2 5,859 3 6,758
YTD 2021 0 0 0 0 0 0 0 0 0 0
Total 2 9,899 0 0 0 0 2 5,859 4 15,758
Source: Bank Records

Examples of the bank’s community development loans in this assessment area are as follows:

e A $9.0 million loan funded the rehabilitation of a 48-unit multi-family affordable housing
community and the rehabilitation of a building in which 16 new affordable housing units
were created. These affordable housing units are designated as housing for low-income
persons.

e An $899,000 loan assisted in the construction of a 100-unit affordable housing development.
This participation loan helped to create housing for low-income persons.

e The bank funded a PPP loan for $4.2 million that assisted a business located in a moderate-
income census tract, supporting revitalization and stabilization of that census tract.

INVESTMENT TEST
First Merchants demonstrated good performance under the Investment Test in the Indiana Non-
MSA assessment area. The bank’s relatively high level of qualified investments supports this

conclusion.

Investment and Grant Activity

The institution made a relatively high level of community development investments. Investments in
this assessment area represented 5.8 percent of the bank’s total investment activity by dollar
volume, which is less than the proportion of overall bank operations in this assessment area.
However, examiners considered the fact that qualified investment opportunities are relatively less
available in this assessment area compared to the more urban assessment areas.

All of the investments in this assessment area were new since the previous evaluation. Investments
supported affordable housing, community services for low- and moderate-income individuals, and
revitalization of low- and moderate-income areas. The following table details the qualified
investments and donations in this assessment area by year and purpose.
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Qualified Investments — Indiana Non-MSA

Affordable Community Economic Revitalize or Totals
Activity Year Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Prior Period 0 0 0 0 0 0 0 0 0 0
2018 0 0 0 0 0 0 0 0 0 0
2019 0 0 3 2,001 0 0 0 0 3 2,001
2020 1 3,000 6 1,995 0 0 2 4,675 9 9,670
2021 0 0 0 0 0 0 0 0 0 0
Subtotal 1 3,000 9 3,996 0 0 2 4,675 12 11,671
Qualified Donations 0 0 0 0 0 0 0 0 0 0
Total 1 3,000 9 3,996 0 0 2 4,675 12 11,671

Source: Bank Data

Examples of the bank’s qualified investments in this assessment area are as follows:
¢ Nine bonds totaling $4.0 million provided funding for school buildings in two districts
where a majority of students are low- or moderate-income.
e Two bonds totaling $4.7 million provided funding to revitalize a moderate-income Tax
Increment Financing district to purchase land, fund road improvements, and fund building
construction.

Responsiveness to Credit and Community Development Needs

The institution exhibits adequate responsiveness to credit and community development needs.
Examiners identified affordable housing as a need in this assessment area, and the bank’s
investments supported affordable housing initiatives.

Community Development Initiatives

The institution rarely uses innovative or complex investments to support community development
initiatives. Most of the bank’s investments in this assessment area were standard investment
vehicles, such as municipal bonds.

SERVICE TEST

First Merchants demonstrated reasonable performance under the Service Test in the Indiana Non-
MSA assessment area. Performance under each Service Test criterion supports this conclusion.

Accessibility of Delivery Systems

Delivery systems are reasonably accessible to essentially all portions of the assessment area. As
shown in the following table, the bank operates three of its sixteen offices in moderate-income

tracts, which slightly exceeds the percentage of assessment area residents that live in those tracts.
The bank does not maintain any offices in low-income tracts, but this is reasonable given that the
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14-county assessment area contains only one low-income tract. Furthermore, the bank operates five
ATMs in moderate-income tracts in this assessment area.

Branch Distribution by Geography Income Level — Indiana Non-MSA

Tract Income Ofﬁiisn(:lizther Census Tracts Population Bank Branches
Level % # % ¢ % i %
Low 7 4.3 1 0.8 3,477 0.7 0 0.0
Moderate 34 21.1 26 20.0 88,315 17.7 3 18.8
Middle 107 66.5 90 69.2 353,716 71.1 13 81.2
Upper 13 8.1 13 10.0 52,355 10.5 0 0.0
Total 161 100.0 130 100.0 497,863 100.0 16 100.0
Source: 2015 ACS Data, 2020 Peer Deposit Data, and Bank Records. Due to rounding, totals may not equal 100.0.

Changes in Branch Locations

To the extent changes have been made, the institution’s opening and closing of branches has
generally not adversely affected the accessibility of its delivery systems, particularly in low- and
moderate-income geographies and to low- and moderate-income individuals. The bank closed nine
offices in this assessment area since the previous evaluation. However, these closed offices were
almost entirely in middle- and upper-income tracts, with only one closed-office in a moderate-
income tract. As such, the closure of these offices did not disproportionately affect low- and
moderate-income areas.

Reasonableness of Business Hours and Services

Services and business hours do not vary in a way that inconveniences portions of the assessment
area, particularly low- and moderate-income geographies and individuals. All of the offices offer
Saturday hours, and nearly all offices have drive-up facilities. Any variations in services or hours
are minor and do not predominantly affect low- and moderate-income areas.

Community Development Services

The bank provided an adequate level of community development services. Most of these activities
supported the provision of community services for low- and moderate-income individuals. The
following table details the bank’s community development services in this assessment area by year
and purpose, which represent 7.4 percent of the institution’s total qualified services.
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Community Development Services — Indiana Non-MSA
Affordable | Community Economic Revitalize or

Activity Year Housing Services Development Stabilize Totals

# # # # #
2018 0 2 0 0 2
2019 2 6 0 0 8
2020 3 7 3 0 13
YTD 2021 1 3 4 0 8
Total 6 18 7 0 31
Source: Bank Records

Examples of the bank’s community development services in this assessment area are as follows:
e A bank officer serves on the board of an economic development entity, which promotes
economic development efforts in a local community.
e A bank officer serves on the board of an entity providing services to low- and moderate-
income senior citizens, including food and transportation.
e A bank officer serves as treasurer of an entity providing homeownership opportunities to
low-income persons.

OTHER INDIANA ASSESSMENT AREAS - Limited-Scope Reviews

CONCLUSIONS ON PERFORMANCE CRITERIA IN THE LIMITED-
SCOPE REVIEW ASSESSMENT AREAS

The following table summarizes the conclusions for the three Indiana assessment areas reviewed
using limited-scope examination procedures. Examiners drew conclusions regarding the
institution’s CRA performance from reviewing available facts and data, including performance
figures, aggregate lending data comparisons, and demographic information. Performance in each
limited-scope assessment area was generally consistent with bank performance in the two full-scope
Indiana assessment areas. These conclusions did not alter the bank’s overall performance rating.

Assessment Area Lending Test Investment Test Service Test
Muncie, IN MSA Consistent Consistent Consistent
Lafayette, IN MSA Consistent Consistent Consistent
Fort Wayne, IN MSA Consistent Below Consistent

Facts and data that support conclusions for the limited-scope assessment areas are included in this
section, beginning with a summary of First Merchants’ operations and activities in each area,
followed by geographic distribution and borrower profile tables by loan type. Additional
demographic data and market share information for the limited-scope assessment areas is included
in the appendices.
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Muncie, IN MSA

The Muncie MSA assessment area includes all of Delaware County, Indiana. First Merchants
operates six offices in this assessment area, including the bank’s main office in Muncie. Branch
distribution and alternative delivery systems in this assessment area are consistent with overall bank
performance. Service hours and loan and deposit products are convenient to the area, including
low- and moderate-income geographies and individuals. The table below summarizes the bank’s
lending and community development activities in this assessment area during the evaluation period.

Activity # $
Closed-End HMDA Loans (2019 and 2020) 391 $53.0 million
Open-End HMDA Loans (2019 and 2020) 346 $24.7 million
Small Business Loans (2019 and 2020) 505 $69.3 million
Small Farm Loans (2019 and 2020) 36 $5.8 million
Innovative/Flexible Loans 167 $7.5 million
Community Development Loans 8 $36.4 million
Investments (New) 7 $20.2 million
Investments (Prior Period) 0 -
Donations 56 $793,000
Community Development Services 25 -

Source: Bank Data
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Geographic Distribution and Borrower Profile

Geographic Distribution of Closed-End Home Mortgage Loans

Assessment Area: Muncie MSA

% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2019 3.8 1.3 6 3.8 297 14
2020 3.8 1.0 3.5 1,484 4.6
Moderate
2019 21.6 13.0 31 19.4 3,478 16.9
2020 21.6 12.2 30 13.0 8,210 25.3
Middle
2019 30.3 29.0 32 20.0 3,747 18.2
2020 30.3 28.7 69 29.9 7,414 22.9
Upper
2019 43.5 54.9 85 53.1 10,949 53.2
2020 43.5 56.5 117 50.6 14,288 441
Not Available
2019 0.8 1.8 6 3.8 2,115 10.3
2020 0.8 1.6 3.0 1,009 3.1
Totals
2019 100.0 100.0 160 100.0 20,586 100.0
2020 100.0 100.0 231 100.0 32,406 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%
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Geographic Distribution of Open-End Home Mortgage Loans

Assessment Area: Muncie MSA

% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2019 3.8 0.8 1 0.6 34 0.3
2020 3.8 0.6 1 0.6 15 0.1
Moderate
2019 21.6 8.1 14 8.0 594 4.6
2020 21.6 8.4 16 9.3 548 4.6
Middle
2019 30.3 29.2 48 27.6 3,095 24.0
2020 30.3 35.2 65 37.8 4,592 38.8
Upper
2019 43.5 60.9 109 62.6 9,037 70.0
2020 43.5 55.8 90 52.3 6,679 56.4
Not Available
2019 0.8 1.0 1.1 142 1.1
2020 0.8 0.0 0.0 0 0.0
Totals
2019 100.0 100.0 174 100.0 12,902 100.0
2020 100.0 100.0 172 100.0 11,834 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data.
Due to rounding, totals may not equal 100.0%
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Geographic Distribution of Small Business Loans

Assessment Area: Muncie MSA

% of Aggregate
Tract Income Level Businesses Per:;)rmance # % $(000s) %
o of #
Low
2019 53 4.4 4 34 1,378 6.6
2020 5.5 -- 26 6.7 3,981 8.2
Moderate
2019 28.5 31.3 38 32.5 4,005 19.3
2020 28.1 -- 137 353 15,292 31.5
Middle
2019 28.8 25.5 30 25.6 5,707 27.5
2020 28.2 -- 98 253 9,590 19.8
Upper
2019 32.6 35.1 42 35.9 9,537 46.0
2020 335 -- 115 29.6 18,919 39.0
Not Available
2019 4.8 3.7 3 2.6 100 0.5
2020 4.8 -- 12 3.1 758 1.6
Totals
2019 100.0 100.0 117 100.0 20,727 100.0
2020 100.0 -- 388 100.0 48,540 100.0

Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data, "--" data not available.

Due to rounding, totals may not equal 100.0%
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Distribution of Closed-End Home Mortgage Loans by Borrower Income Level

Assessment Area: Muncie MSA

Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #
Low
2019 21.7 8.1 9 5.6 395 1.9
2020 21.7 10.1 25 10.8 1,577 4.9
Moderate
2019 16.8 20.8 32 20.0 2,546 12.4
2020 16.8 19.8 53 22.9 4,136 12.8
Middle
2019 20.8 22.9 31 19.4 3,091 15.0
2020 20.8 20.8 52 22.5 5,677 17.5
Upper
2019 40.7 29.5 58 36.3 7,656 37.2
2020 40.7 30.2 71 30.7 10,688 33.0
Not Available
2019 0.0 18.6 30 18.8 6,898 335
2020 0.0 19.1 30 13.0 10,328 31.9
Totals
2019 100.0 100.0 160 100.0 20,586 100.0
2020 100.0 100.0 231 100.0 32,406 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%
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Assessment Area: Muncie MSA

Distribution of Open-End Home Mortgage Loans by Borrower Income Level

Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #
Low
2019 21.7 8.1 11 6.3 379 2.9
2020 21.7 6.9 14 8.1 680 5.7
Moderate
2019 16.8 17.5 32 18.4 1,930 15.0
2020 16.8 20.9 39 22.7 2,129 18.0
Middle
2019 20.8 19.5 40 23.0 2,689 20.8
2020 20.8 21.8 36 20.9 2,061 17.4
Upper
2019 40.7 51.5 82 47.1 7,115 55.1
2020 40.7 41.8 62 36.0 5,270 44.5
Not Available
2019 0.0 33 9 52 789 6.1
2020 0.0 8.7 21 12.2 1,696 143
Totals
2019 100.0 100.0 174 100.0 12,902 100.0
2020 100.0 100.0 172 100.0 11,834 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%
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Distribution of Small Business Loans by Gross Annual Revenue Category

Assessment Area: Muncie MSA

% of Aggregate
Gross Revenue Level Businesses Perf/ormance # % $(000s) %
o of #

<$1,000,000

2019 79.8 44.0 74 63.2 8,774 423

2020 81.6 -- 204 52.6 12,911 26.6
>$1,000,000

2019 6.1 -- 43 36.8 11,953 57.7

2020 5.5 -- 126 32.5 33,070 68.1
Revenue Not Available

2019 14.1 -- 0 0.0 0 0.0

2020 12.9 -- 58 14.9 2,559 53
Totals

2019 100.0 100.0 117 100.0 20,727 100.0

2020 100.0 -- 388 100.0 48,540 100.0

Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data; "--" data not available.
Due to rounding, totals may not equal 100.0%

Lafayette, IN MSA

The Lafayette MSA assessment area includes all of Carroll and Tippecanoe counties in Indiana.
First Merchants operates eight branches in this assessment area. Branch distribution and alternative
delivery systems in this assessment area are consistent with overall bank performance. Service
hours and loan and deposit products are convenient to the area, including low- and moderate-
income geographies and individuals. The table below summarizes the bank’s lending and
community development activities in this assessment area during the evaluation period.

Activity # $
Closed-End HMDA Loans (2019 and 2020) 541 $95.3 million
Open-End HMDA Loans (2019 and 2020) 489 $38.4 million
Small Business Loans (2019 and 2020) 699 $104.0 million
Small Farm Loans (2019 and 2020) 176 $30.2 million
Innovative/Flexible Loans 187 $10.3 million
Community Development Loans 10 $26.9 million
Investments (New) 13 $20.5 million
Investments (Prior Period) 0 -
Donations 28 $202,000
Community Development Services 26 -
Source: Bank Data
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Geographic Distribution and Borrower Profile

Geographic Distribution of Closed-End Home Mortgage Loans
Assessment Area: Lafayette MSA
% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2019 1.0 1.0 1.4 189 0.5
2020 1.0 0.8 6 1.8 1,087 2.0
Moderate
2019 15.8 15.2 37 17.2 7,230 17.4
2020 15.8 13.7 46 14.1 4,642 8.6
Middle
2019 40.7 36.4 79 36.7 9,725 233
2020 40.7 37.0 120 36.8 18,360 342
Upper
2019 423 47.2 92 42.8 18,527 44.5
2020 423 48.3 150 46.0 27,875 51.9
Not Available
2019 0.1 0.2 1.9 5,996 14.4
2020 0.1 0.2 1.2 1,701 32
Totals
2019 100.0 100.0 215 100.0 41,667 100.0
2020 100.0 100.0 326 100.0 53,664 100.0
Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%
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Geographic Distribution of Open-End Home Mortgage Loans

Assessment Area: Lafayette MSA

% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2019 1.0 0.5 3 1.2 299 1.6
2020 1.0 0.6 1 0.4 65 0.3
Moderate
2019 15.8 12.7 39 15.4 2,483 13.3
2020 15.8 9.6 16 6.8 803 4.1
Middle
2019 40.7 35.5 108 425 7,437 39.9
2020 40.7 40.5 118 50.2 9,344 47.2
Upper
2019 423 51.3 104 40.9 8,415 452
2020 423 49.2 100 42.6 9,582 48.4
Not Available
2019 0.1 0.0 0.0 0.0
2020 0.1 0.2 0.0 0 0.0
Totals
2019 100.0 100.0 254 100.0 18,634 100.0
2020 100.0 100.0 235 100.0 19,794 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%
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Geographic Distribution of Small Business Loans

Assessment Area: Lafayette MSA

% of Aggregate
Tract Income Level Businesses Per:;)rmance # % $(000s) %
o of #
Low
2019 4.2 2.7 1 0.5 750 2.2
2020 3.9 -- 19 3.7 2,151 3.0
Moderate
2019 29.2 30.7 73 39.0 14,930 44.7
2020 28.6 -- 208 40.6 33,481 47.4
Middle
2019 31.0 31.6 60 32.1 7,600 22.7
2020 31.4 -- 151 29.5 14,737 20.9
Upper
2019 32.0 33.1 52 27.8 9,950 29.8
2020 32.6 -- 124 242 19,322 27.4
Not Available
2019 3.7 2.0 1 0.5 200 0.6
2020 3.5 -- 10 2.0 924 1.3
Totals
2019 100.0 100.0 187 100.0 33,430 100.0
2020 100.0 -- 512 100.0 70,615 100.0

Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data, "--" data not available.

Due to rounding, totals may not equal 100.0%
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Geographic Distribution of Small Farm Loans

Assessment Area: Lafayette MSA

Aggregate
Tract Income Level % of Farms Performance # % $(000s) %
% of #
Low
2019 0.8 0.0 0 0.0 0.0
2020 0.9 -- 0 0.0 0.0
Moderate
2019 8.0 1.8 1 1.4 210 1.5
2020 9.0 -- 0 0.0 0 0.0
Middle
2019 51.6 78.2 59 80.8 12,381 85.6
2020 52.0 -- 82 79.6 13,780 87.3
Upper
2019 39.6 20.0 13 17.8 1,872 12.9
2020 38.2 -- 21 20.4 2,005 12.7
Not Available
2019 0.0 0.0 0.0 0.0
2020 0.0 -- 0 0.0 0.0
Totals
2019 100.0 100.0 73 100.0 14,463 100.0
2020 100.0 -- 103 100.0 15,785 100.0

Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data, "--" data not available.

Due to rounding, totals may not equal 100.0%
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Distribution of Closed-End Home Mortgage Loans by Borrower Income Level

Assessment Area: Lafayette MSA

Aggregate
Borrower Income Level | % of Families | Performance # % $(000s) %
% of #
Low
2019 20.4 8.3 13 6.0 1,107 2.7
2020 20.4 7.6 31 9.5 2,992 5.6
Moderate
2019 16.1 22.5 48 22.3 5,326 12.8
2020 16.1 19.7 88 27.0 11,139 20.8
Middle
2019 23.0 21.8 59 27.4 7,300 17.5
2020 23.0 22.7 82 25.2 12,138 22.6
Upper
2019 40.5 32.9 79 36.7 13,424 322
2020 40.5 34.7 115 353 21,815 40.7
Not Available
2019 0.0 14.5 16 7.4 14,510 34.8
2020 0.0 15.3 10 3.1 5,581 10.4
Totals
2019 100.0 100.0 215 100.0 41,667 100.0
2020 100.0 100.0 326 100.0 53,664 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%
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Assessment Area: Lafayette MSA

Distribution of Open-End Home Mortgage Loans by Borrower Income Level

Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #
Low
2019 20.4 6.9 23 9.1 838 4.5
2020 20.4 6.2 23 9.8 1,132 5.7
Moderate
2019 16.1 17.6 50 19.7 3,399 18.2
2020 16.1 16.9 47 20.0 3,125 15.8
Middle
2019 23.0 22.1 60 23.6 3,986 21.4
2020 23.0 24.0 62 26.4 5,509 27.8
Upper
2019 40.5 49.3 107 42.1 9,096 48.8
2020 40.5 48.2 93 39.6 8,987 45.4
Not Available
2019 0.0 4.2 14 5.5 1,315 7.1
2020 0.0 4.7 10 43 1,040 5.3
Totals
2019 100.0 100.0 254 100.0 18,634 100.0
2020 100.0 100.0 235 100.0 19,794 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%
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Distribution of Small Business Loans by Gross Annual Revenue Category

Assessment Area: Lafayette MSA

% of Aggregate
Gross Revenue Level Businesses Perf/ormance # % $(000s) %
o of #

<$1,000,000

2019 82.7 48.5 106 56.7 11,474 343

2020 84.9 -- 272 53.1 23,002 32.6
>$1,000,000

2019 4.6 -- 81 433 21,956 65.7

2020 4.0 -- 177 34.6 45,296 64.1
Revenue Not Available

2019 12.7 -- 0 0.0 0 0.0

2020 11.1 -- 63 12.3 2,317 33
Totals

2019 100.0 100.0 187 100.0 33,430 100.0

2020 100.0 - 512 100.0 70,615 100.0
Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data, "--" data not available.
Due to rounding, totals may not equal 100.0%

Distribution of Small Farm Loans by Gross Annual Revenue Category
Assessment Area: Lafayette MSA
Aggregate
Gross Revenue Level % of Farms Performance # % $(000s) %
% of #

<=$1,000,000

2019 96.5 535 59 80.8 10,177 70.4

2020 96.6 -- 78 75.7 10,759 68.2
>$1,000,000

2019 1.9 -- 14 19.2 4,286 29.6

2020 1.9 -- 25 243 5,026 31.8
Revenue Not Available

2019 1.6 -- 0.0 0.0

2020 L5 -- 0.0 0.0
Totals

2019 100.0 100.0 73 100.0 14,463 100.0

2020 100.0 - 103 100.0 15,785 100.0

Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data; "--" data not available.

Due to rounding, totals may not equal 100.0%
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Fort Wayne, IN MSA

The Fort Wayne MSA assessment area includes all of Allen County, Indiana. First Merchants
operates eight branches in this assessment area. Branch distribution and alternative delivery
systems in this assessment area are consistent with overall bank performance. Service hours and
loan and deposit products are convenient to the area, including low- and moderate-income
geographies and individuals. The table below summarizes the bank’s lending and community
development activities in this assessment area during the evaluation period.

Activity # $
Closed-End HMDA Loans (2019 and 2020) 690 $136.7 million
Open-End HMDA Loans (2019 and 2020) 410 $48.8 million
Small Business Loans (2019 and 2020) 842 $166.2 million
Small Farm Loans (2019 and 2020) 28 $3.9 million
Innovative/Flexible Loans 254 $36.7 million
Community Development Loans 12 $55.6 million
Investments (New) 13 $6.6 million
Investments (Prior Period) 0 -
Donations 39 $386,000
Community Development Services 64 -

Source: Bank Data
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Geographic Distribution and Borrower Profile

Geographic Distribution of Closed-End Home Mortgage Loans

Assessment Area: Fort Wayne MSA

% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2019 6.7 2.5 20 6.8 1,198 24
2020 6.7 1.8 17 43 1,256 1.4
Moderate
2019 15.1 12.7 58 19.8 6,626 13.5
2020 15.1 10.8 86 21.7 13,997 16.0
Middle
2019 42.0 38.2 117 39.9 19,635 39.9
2020 42.0 38.5 146 36.8 27,723 31.7
Upper
2019 36.1 46.5 98 334 21,726 442
2020 36.1 48.9 148 373 44,532 50.9
Not Available
2019 0.1 0.1 0.0 0.0
2020 0.1 0.0 0.0 0.0
Totals
2019 100.0 100.0 293 100.0 49,184 100.0
2020 100.0 100.0 397 100.0 87,507 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%
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Geographic Distribution of Open-End Home Mortgage Loans

Assessment Area: Fort Wayne MSA

% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2019 6.7 0.9 1 0.5 40 0.2
2020 6.7 1.4 1 0.5 32 0.1
Moderate
2019 15.1 8.0 2.3 403 1.6
2020 15.1 7.3 2 1.0 20 0.1
Middle
2019 42.0 36.5 141 66.2 17,900 73.3
2020 42.0 36.2 129 65.5 16,526 67.7
Upper
2019 36.1 54.5 66 31.0 6,078 24.9
2020 36.1 54.9 64 32.5 5,828 23.9
Not Available
2019 0.1 0.1 0 0.0 0 0.0
2020 0.1 0.1 1 0.5 2,000 8.2
Totals
2019 100.0 100.0 213 100.0 24,421 100.0
2020 100.0 100.0 197 100.0 24,406 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%
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Geographic Distribution of Small Business Loans

Assessment Area: Fort Wayne MSA

% of Aggregate
Tract Income Level Businesses Per:;)rmance # % $(000s) %
o of #
Low
2019 7.5 7.5 18 7.2 5,390 8.2
2020 7.7 -- 34 5.7 7,763 7.8
Moderate
2019 19.7 19.0 38 15.3 9,731 14.7
2020 19.6 -- 107 18.0 19,578 19.6
Middle
2019 34.6 353 112 45.0 36,026 54.5
2020 34.6 -- 260 43.8 42,024 42.0
Upper
2019 333 33.8 64 25.7 10,908 16.5
2020 335 -- 141 23.8 21,273 21.2
Not Available
2019 4.9 43 17 6.8 4,037 6.1
2020 4.6 -- 51 8.6 9,484 9.5
Totals
2019 100.0 100.0 249 100.0 66,092 100.0
2020 100.0 -- 593 100.0 100,122 100.0

Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data, "--" data not available.
Due to rounding, totals may not equal 100.0%
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Distribution of Closed-End Home Mortgage Loans by Borrower Income Level

Assessment Area: Fort Wayne MSA

Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #
Low
2019 20.7 9.1 44 15.0 4,084 8.3
2020 20.7 7.4 81 20.4 7,292 8.3
Moderate
2019 17.9 21.3 88 30.0 9,869 20.1
2020 17.9 21.4 122 30.7 15,634 17.9
Middle
2019 21.8 20.6 54 18.4 7,857 16.0
2020 21.8 21.2 70 17.6 10,092 11.5
Upper
2019 39.6 32.9 88 30.0 22,799 46.4
2020 39.6 34.7 105 26.4 30,589 35.0
Not Available
2019 0.0 16.1 19 6.5 4,575 9.3
2020 0.0 15.3 19 4.8 23,901 27.3
Totals
2019 100.0 100.0 293 100.0 49,184 100.0
2020 100.0 100.0 397 100.0 87,507 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%
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Distribution of Open-End Home Mortgage Loans by Borrower Income Level

Assessment Area: Fort Wayne MSA

Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #
Low
2019 20.7 7.4 10 4.7 459 1.9
2020 20.7 7.5 9 4.6 443 1.8
Moderate
2019 17.9 17.0 40 18.8 2,521 10.3
2020 17.9 15.7 51 25.9 3,763 15.4
Middle
2019 21.8 19.0 35 16.4 2,668 10.9
2020 21.8 21.0 39 19.8 4,548 18.6
Upper
2019 39.6 53.5 125 58.7 18,583 76.1
2020 39.6 52.2 90 45.7 13,059 53.5
Not Available
2019 0.0 3.2 3 1.4 190 0.8
2020 0.0 3.6 8 4.1 2,593 10.6
Totals
2019 100.0 100.0 213 100.0 24,421 100.0
2020 100.0 100.0 197 100.0 24,406 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%
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Distribution of Small Business Loans by Gross Annual Revenue Category

Assessment Area: Fort Wayne MSA

% of Aggregate
Gross Revenue Level Businesses Per:;)rmance # % $(000s) %
o of #

<$1,000,000

2019 82.1 44.8 97 39.0 16,404 24.8

2020 84.0 -- 207 34.9 17,699 17.7
>$1,000,000

2019 6.3 -- 152 61.0 49,688 75.2

2020 5.5 -- 319 53.8 78,953 78.9
Revenue Not Available

2019 11.6 -- 0 0.0 0 0.0

2020 10.5 -- 67 11.3 3,470 3.5
Totals

2019 100.0 100.0 249 100.0 66,092 100.0

2020 100.0 -- 593 100.0 100,122 100.0

Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data; "--" data not available.
Due to rounding, totals may not equal 100.0%

CHICAGO, IL-IN MULTISTATE MSA — Full-Scope Review

CRA RATING FOR CHICAGO MULTISTATE MSA: SATISFACTORY

The Lending Test is rated: High Satisfactory
The Investment Test is rated: Qutstanding
The Service Test is rated: Low Satisfactory

DESCRIPTION OF INSTITUTION’S OPERATIONS IN CHICAGO
MULTISTATE MSA

The Chicago MSA assessment area includes portions of Illinois and Indiana. In Illinois, the
assessment area includes two partial counties: Cook and DuPage. The bank includes roughly the
southern third of Cook County in the assessment area, with 87" Street in Chicago essentially
serving as the northern boundary of this area. The bank includes the southeastern corner of DuPage
County in the assessment area. In Indiana, the bank includes three full counties: Jasper, Lake, and
Porter. First Merchants operates 18 offices in this assessment area.

Of First Merchants’ 10 assessment areas, this is the only one that includes partial counties.
Examiners determined that the assessment area appropriately captures all bank offices and a
substantial portion of the bank’s lending activity within the Chicago MSA. Additionally, the
assessment area does not arbitrarily exclude low- or moderate-income census tracts. Of the 248
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census tracts within the Cook County portion of the assessment area, a majority of these are low-
and moderate-income. This portion of the county has a higher percentage of low- and moderate-
income census tracts than Cook County as a whole (50.4 percent vs. 48.1 percent). Furthermore,
DuPage County as a whole consists almost entirely of middle- and upper-income census tracts, and
the assessment area does not arbitrarily exclude low- or moderate-income areas in that county.

Economic and Demographic Data

This multistate assessment area contains 450 census tracts. According to 2015 ACS data, these
tracts reflect the following income designations:

e 58 low-income tracts

e 122 moderate-income tracts

¢ 153 middle-income tracts

e 113 upper-income tracts

e 4 tracts with no income designation

Nearly all of the low- and moderate-income tracts in this assessment area are located in southern
Cook County and northern Lake County. The following table details select economic and
demographic characteristics of the assessment area.

Demographic Information of the Assessment Area

Assessment Area: Chicago MSA

Demographic Characteristics # 0;; OOV; 4 M;:l :a)l;:#te lgjc::}l; :ip([))fe ; o/ljﬁ: 4
Geographies (Census Tracts) 450 12.9 27.1 34.0 25.1 0.9
Population by Geography 1,941,288 7.8 26.0 36.1 30.1 0.0
Housing Units by Geography 794,864 9.2 259 36.5 28.4 0.0
Owner-Occupied Units by Geography 508,214 4.4 21.4 37.9 36.2 0.0
Occupied Rental Units by Geography 204,776 15.8 33.2 36.2 14.9 0.0
Vacant Units by Geography 81,874 22.5 35.6 27.9 14.0 0.0
Businesses by Geography 126,979 54 19.8 37.9 36.8 0.0
Farms by Geography 2,475 2.9 13.6 45.1 38.4 0.0
Family Distribution by Income Level 482,268 24.1 17.1 19.8 39.0 0.0
Household Distribution by Income 712,990 26.7 15.9 17.6 39.8 0.0
Level
Median Family Income MSA - 16984 $75,024|Median Housing Value $166,187
Chicago-Naperville-Evanston, IL
Median Family Income MSA - 23844 $64,075|Median Gross Rent $913
Gary, IN

Families Below Poverty Level 12.0%

Source: 2015 ACS and 2020 D&B Data
Due to rounding, totals may not equal 100.0%
(*) The NA category consists of geographies that have not been assigned an income classification.
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According to Moody’s Analytics, the Chicago area economy has experienced favorable job growth
trends in 2021, and single-family housing construction continues to pick up pace. Major employers
in the assessment area include Chicago Public Schools, Advocate Health Care System, and
ArcelorMittal. However, unemployment levels remain elevated, especially in Cook County and
Lake County, both of which have unemployment rates near 8.0 percent as of mid-2021. In
particular, the Gary area has struggled to recover fully from the effects of the pandemic.

The table below presents the Chicago MSA median family income levels for 2019 and 2020, as
updated by the FFIEC. Although analyzed as one single multistate assessment area, the assessment
area includes portions of two separate metropolitan divisions: Chicago-Naperville-Evanston,
Illinois, and Gary, Indiana. The FFIEC separately estimates median family income levels for each
of these metropolitan divisions; therefore, for each loan analyzed under the Borrower Profile
criterion, examiners used the applicable median family income level depending on where the loan
was located. For example, loans in Cook County were compared to the median family income level
for the Chicago-Naperville-Evanston, Illinois metropolitan division.

Median Family Income Ranges — Chicago MSA
Median Family Incomes <s0% 0% o <B80% 80% to <120% 1500
Chicago-Naperville-Evanston, IL Median Family Income (16984)
2019 ($82,000) <$41,000 $41,000 to <§65,600 $65,600 to <§98,400 >$98,400
2020 ($84,800) <$42,400 $42,400 to <§67,840 $67,840 to <$101,760 >$101,760
Gary, IN Median Family Income (23844)

2019 ($72,700) <$36,350 $36,350 to <§58,160 $58,160 to <§87,240 >$87,240
2020 (874,600) <$37,300 $37,300 to <$59,680 $59,680 to <§89,520 >$89,520
Source: FFIEC

Competition

The assessment area is highly competitive in the market for financial services. According to FDIC
Deposit Market Share data as of June 30, 2021, 124 banks operated 1,705 offices across the five
counties in the assessment area. These figures also include banks and offices that operate in the
portions of Cook and DuPage counties that are not included in the bank’s assessment area. Of these
banks, First Merchants ranked 26", with a deposit market share of 0.4 percent.

According to 2020 HMDA aggregate data, First Merchants ranked 42™ with a market share of 0.6
percent by number of loans among institutions that reported home mortgage originations or
purchases in the assessment area. In addition to FDIC-insured banks, First Merchants competes
with a large number of credit unions and nonbank mortgage lenders. According to 2019 CRA
aggregate data, the bank ranked 43" with a market share of 0.1 percent by number for small
business loans and 3™ with a market share of 9.4 percent by number for small farm loans. Small
business and small farm market shares by dollar volume were both higher, at 0.8 percent and 26.0
percent, respectively. As with deposit market share data, aggregate small business and small farm
data includes all loans originated in the five whole counties, including the portions of Cook and
DuPage counties not in the assessment area.
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Community Contact

Examiners contacted a representative of a community development-related organization that is
active in the assessment area. As with other assessment areas, the contact cited affordable housing
as a major need in the Chicago MSA. Many neighborhoods have an aging housing stock in need of
critical improvements, which makes the area less attractive to potential employers. The contact
identified several major needs throughout the home buying process, including pre-purchase and
post-purchase counseling, down payment assistance, and flexible loan programs that meet the needs
of low- and moderate-income borrowers. Affordable small dollar loans, such as loans for urgent
home or car repairs, represent another critical need for assessment area families. The contact
identified several local banks that are actively involved in community development initiatives,
while also noting many opportunities for banks to be more engaged in serving the needs of low- and
moderate-income families. The contact also identified continued financial support for small
businesses, particularly start-up businesses, as a critical need in the area.

Credit and Community Development Needs and Opportunities

Examiners determined that all four community development categories are significant needs in the
areas. As with nearly all of the bank’s assessment areas, affordable housing is a significantly need.
Support for small businesses remains critical, especially given the challenges associated with the
COVID-19 pandemic. Opportunities for revitalization and stabilization continue to exist in the
assessment area’s low- and moderate-income census tracts, particularly in Cook County and Lake
County. Finally, with nearly 500,000 assessment area families considered low- or moderate-
income, community services for those individuals remains a significant need. Financial education
and flexible lending programs tailored to the needs of low- and moderate-income borrowers
represent further needs.

SCOPE OF EVALUATION — CHICAGO MULTISTATE MSA

The scope of evaluation in the Chicago multistate MSA rated area is identical to the overall scope of
evaluation for the institution. Examiners conducted a full-scope review of the Chicago MSA
assessment area, which is the only assessment area in this rated area. Additionally, although
examiners analyzed small farm lending performance, it carried very little weight in arriving at
overall conclusions given the low volume for this loan product.

CONCLUSIONS ON PERFORMANCE CRITERIA IN CHICAGO
MULTISTATE MSA

LENDING TEST
The Lending Test is rated High Satisfactory for the Chicago MSA. Performance under the lending

activity, borrower profile, innovative and flexible lending, and community development lending
criteria support the rating.
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Lending Activity

Lending levels reflect good responsiveness to assessment area credit needs. Despite facing
significant competition in this assessment area, especially from large national banks and nonbank

lenders, First Merchants originated a high volume of home mortgage and small business loans in
both 2019 and 2020.

The following table details First Merchants’ 2019 and 2020 originations by loan type in the assessment
area.

Lending Activity — Chicago MSA
Loan Product 2019 # 2019 $(000) 2020 # 2020 $(000)
Closed-End Home Mortgage 241 42,425 344 73,608
Open-End Home Mortgage 293 25,335 273 22,417
Subtotal: Home Mortgage 534 67,760 617 96,025
Small Business 205 47971 681 96,450
Small Farm 37 5,575 43 5,541
TOTAL 776 121,306 1,341 198,016
Source: Bank Data

Geographic Distribution

The geographic distribution of loans reflects adequate penetration throughout the assessment area.
Although closed-end home mortgage and small farm lending performance was poor, adequate
performance of open-end home mortgage and small business lending collectively represented a
higher volume of originations and support this conclusion.

Closed-End Home Mortgage Loans

The geographic distribution of closed-end home mortgage loans reflects poor penetration throughout
the assessment area. Although the bank’s lending in low-income tracts was comparable to aggregate
data in both years, lending in moderate-income tracts was roughly half the aggregate level. As such,
performance under this criterion is poor. The following table details the geographic distribution of
closed-end home mortgage lending.
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Geographic Distribution of Closed-End Home Mortgage Loans
Assessment Area: Chicago MSA
% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2019 4.4 2.0 7 2.9 291 0.7
2020 4.4 1.5 5 1.5 851 1.2
Moderate
2019 21.4 15.0 17 7.1 1,606 3.8
2020 21.4 12.3 24 7.0 2,534 34
Middle
2019 37.9 40.4 106 44.0 14,835 35.0
2020 37.9 38.1 152 44.2 28,607 38.9
Upper
2019 36.2 42.6 111 46.1 25,693 60.6
2020 36.2 48.1 163 47.4 41,617 56.5
Not Available
2019 0.0 0.0 0 0.0 0 0.0
2020 0.0 0.0 0 0.0 0 0.0
Totals
2019 100.0 100.0 241 100.0 42,425 100.0
2020 100.0 100.0 344 100.0 73,608 100.0
Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Open-End Home Mortgage Loans
The geographic distribution of open-end home mortgage loans reflects adequate penetration
throughout the assessment area. The bank’s lending in low- and moderate-income tracts is comparable

to aggregate data in both 2019 and 2020. The following table details the geographic distribution of
open-end home mortgage lending.
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Geographic Distribution of Open-End Home Mortgage Loans
Assessment Area: Chicago MSA
% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #

Low

2019 4.4 1.4 5 1.7 173 0.7

2020 4.4 1.0 6 2.2 238 1.1
Moderate

2019 21.4 8.4 21 7.2 1,022 4.0

2020 21.4 7.3 19 7.0 1,471 6.6
Middle

2019 37.9 33.8 108 36.9 8,181 323

2020 37.9 32.9 109 39.9 7,903 353
Upper

2019 36.2 56.4 159 543 15,958 63.0

2020 36.2 58.8 139 50.9 12,805 57.1
Not Available

2019 0.0 0.0 0.0 0.0

2020 0.0 0.0 0.0 0 0.0
Totals

2019 100.0 100.0 293 100.0 25,335 100.0

2020 100.0 100.0 273 100.0 22,417 100.0
Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Small Business Loans
The geographic distribution of small business loans reflects adequate penetration throughout the
assessment area. Lending in low-income tracts was slightly below aggregate in 2019, and lending in
low-income tracts increased by both number and dollar volume from 2019 to 2020. Lending in
moderate-income tracts similarly trailed aggregate data. However, lending by dollar volume in
moderate-income tracts was relatively stronger. Considering the bank’s lending distribution in terms
of both number and dollar volume, performance under this criterion is adequate. The following table

details the geographic distribution of small business lending.
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Geographic Distribution of Small Business Loans

Assessment Area: Chicago MSA

% of Aggregate
Tract Income Level Businesses Per:;)rmance # % $(000s) %
o of #
Low
2019 54 4.1 6 2.9 1,658 3.5
2020 54 -- 24 3.5 6,115 6.3
Moderate
2019 19.6 18.4 30 14.6 8,055 16.8
2020 19.8 -- 83 12.2 15,309 15.9
Middle
2019 38.0 37.3 124 60.5 27,836 58.0
2020 37.9 -- 350 51.4 43,307 44.9
Upper
2019 37.0 40.3 45 22.0 10,422 21.7
2020 36.8 -- 224 329 31,719 32.9
Not Available
2019 0.0 0.0 0 0.0 0 0.0
2020 0.0 -- 0 0.0 0 0.0
Totals
2019 100.0 100.0 205 100.0 47,971 100.0
2020 100.0 -- 681 100.0 96,450 100.0

Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data, "--" data not available.
Due to rounding, totals may not equal 100.0%

Small Farm Loans
The geographic distribution of small farm loans reflects poor penetration throughout the assessment

area. As shown in the following table, the bank did not originate any small farm loans in low- or
moderate-income tracts in either 2019 or 2020.
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Geographic Distribution of Small Farm Loans
Assessment Area: Chicago MSA
Aggregate
Tract Income Level % of Farms Performance # % $(000s) %
% of #

Low

2019 33 0.0 0 0.0 0 0.0

2020 2.9 -- 0 0.0 0 0.0
Moderate

2019 13.7 3.5 0 0.0 0 0.0

2020 13.6 -- 0 0.0 0 0.0
Middle

2019 453 67.4 32 86.5 4,744 85.1

2020 45.1 -- 40 93.0 4,731 85.4
Upper

2019 37.8 29.1 5 13.5 831 14.9

2020 38.4 -- 3 7.0 810 14.6
Not Available

2019 0.0 0.0 0 0.0 0 0.0

2020 0.0 -- 0 0.0 0 0.0
Totals

2019 100.0 100.0 37 100.0 5,575 100.0

2020 100.0 -- 43 100.0 5,541 100.0
Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data, "--" data not available.
Due to rounding, totals may not equal 100.0%

Borrower Profile

The distribution of borrowers reflects good penetration to individuals of different income levels and
business and farms of different sizes. Performance was mixed within the four loan products
reviewed. While excellent performance was exhibited in the closed-end home mortgage and small
farm lending, the conclusion was supported when combined with the good open-end home
mortgage lending and more modest results in the small business lending segment.

Closed-End Home Mortgage Loans

The distribution of closed-end home mortgage loans reflects excellent penetration to retail customers
of different income levels. As shown in the following table, the bank’s lending to both low- and
moderate-income borrowers was well above aggregate levels in both years. This lending distribution
reflects excellent performance.
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Distribution of Closed-End Home Mortgage Loans by Borrower Income Level
Assessment Area: Chicago MSA
Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #

Low

2019 24.1 7.3 31 12.9 2,479 5.8

2020 24.1 6.4 36 10.5 3,239 4.4
Moderate

2019 17.1 19.1 51 21.2 6,053 143

2020 17.1 17.3 100 29.1 14,161 19.2
Middle

2019 19.8 22.7 55 22.8 8,475 20.0

2020 19.8 21.8 74 21.5 12,016 16.3
Upper

2019 39.0 29.8 93 38.6 22,223 524

2020 39.0 32.6 116 33.7 33,070 44.9
Not Available

2019 0.0 21.1 11 4.6 3,195 7.5

2020 0.0 21.9 18 52 11,122 15.1
Totals

2019 100.0 100.0 241 100.0 42,425 100.0

2020 100.0 100.0 344 100.0 73,608 100.0
Source: 2015 ACS; Bank Data, 2019 & 2020 HMDA Aggregate Data, "--" data not available.
Due to rounding, totals may not equal 100.0%

Open-End Home Mortgage Loans

The distribution of open-end home mortgage loans reflects good penetration to retail customers of
different income levels. Lending to low-income borrowers slightly exceeded aggregate levels in both
2019 and 2020. Lending to moderate-income borrowers trailed aggregate in 2019, but increased
substantially in 2020 with the bank’s performance exceeding aggregate data by more than 8.0
percentage points. Given this substantial increase, in addition to solid performance to low-income
borrowers, the bank’s performance under this criterion is good.
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Distribution of Open-End Home Mortgage Loans by Borrower Income Level
Assessment Area: Chicago MSA
Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #

Low

2019 24.1 8.6 28 9.6 1,279 5.0

2020 24.1 8.1 25 9.2 1,363 6.1
Moderate

2019 17.1 16.2 40 13.7 2,370 9.4

2020 17.1 14.2 61 223 3,623 16.2
Middle

2019 19.8 22.9 65 222 4,772 18.8

2020 19.8 22.6 62 22.7 4,742 21.2
Upper

2019 39.0 48.6 150 51.2 16,425 64.8

2020 39.0 50.2 121 443 12,073 53.9
Not Available

2019 0.0 3.7 10 3.4 489 1.9

2020 0.0 5.0 4 1.5 617 2.8
Totals

2019 100.0 100.0 293 100.0 25,335 100.0

2020 100.0 100.0 273 100.0 22,417 100.0
Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Small Business Loans
The distribution of small business loans reflects adequate penetration to businesses of different sizes.

As shown in the following table, approximately half of the bank’s small business loans in this
assessment area were to businesses with revenues of $1 million or less. The bank’s level of lending to
these businesses was nearly identical to the aggregate level in 2019 and increased slightly in 2020.
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Distribution of Small Business Loans by Gross Annual Revenue Category
Assessment Area: Chicago MSA
% of Aggregate
Gross Revenue Level Businesses Perf/ormance # % $(000s) %
o of #

<$1,000,000

2019 85.4 49.0 102 49.8 12,582 26.2

2020 86.7 -- 354 52.0 27,199 28.2
>$1,000,000

2019 4.9 -- 103 50.2 35,389 73.8

2020 43 -- 261 383 67,049 69.5
Revenue Not Available

2019 9.8 -- 0 0.0 0 0.0

2020 9.0 -- 66 9.7 2,202 2.3
Totals

2019 100.0 100.0 205 100.0 47,971 100.0

2020 100.0 -- 681 100.0 96,450 100.0
Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data, "--" data not available.
Due to rounding, totals may not equal 100.0%

Small Farm Loans

The distribution of small farm loans reflects excellent penetration to farms of different sizes. In 2019,
the bank’s lending to farms with revenues of $1 million or less was significantly higher than the
aggregate level. Lending in 2020 was similarly strong, with nearly 80.0 percent of small farm loans
going to farms in this revenue category.
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Distribution of Small Farm Loans by Gross Annual Revenue Category

Assessment Area: Chicago MSA

Aggregate
Gross Revenue Level % of Farms Performance # % $(000s) %
% of #
<=$1,000,000
2019 94.9 543 33 89.2 4,422 79.3
2020 95.2 -- 34 79.1 4,913 88.7
>$1,000,000
2019 3.0 -- 4 10.8 1,153 20.7
2020 2.7 -- 8 18.6 622 11.2
Revenue Not Available
2019 2.1 -- 0 0.0 0 0.0
2020 2.1 -- 1 23 6 0.1
Totals
2019 100.0 100.0 37 100.0 5,575 100.0
2020 100.0 -- 43 100.0 5,541 100.0

Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data; "--" data not available.
Due to rounding, totals may not equal 100.0%

Innovative or Flexible Lending Practices

The bank uses innovative and flexible lending practices to serve assessment area credit needs. As
shown in the following table, the bank funded 239 innovative and flexible loans totaling more than
$21 million during the evaluation period. These loans provided credit to individuals and businesses
that may not have otherwise qualified for traditional bank financing.

Innovative or Flexible Lending Programs — Chicago MSA
2018 2019 2020 YTD 2021 Totals

Type of Program

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Home Mortgage 21 2,491 38 4,789 18 2,238 17 2,418 94 11,936
Small Business 6 2,287 11 4,665 6 2,422 0 0 23 9,374
Consumer 29 90 34 101 30 68 29 64 122 323
Totals 56 4,868 83 9,555 54 4,728 46 2,482 239 | 21,633
Source: Bank Records

Community Development L.oans

The institution made a relatively high level of community development loans. The bank originated
more than $53 million in community development loans in this assessment area, supporting all four
community development categories and representing 11.1 percent of the bank’s total qualified
lending. Ten of these community development loans totaling $13.8 million were PPP loans.
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The following table details the bank’s community development lending in this assessment area by
year and purpose.

Community Development Lending — Chicago MSA

Affordable Community Economic Revitalize or
Activity Year Housing Services Development Stabilize Totals

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
2018 1 2,300 0 0 0 0 1 3,325 2 5,625
2019 2 2,525 0 0 1 1,800 0 0 3 4,325
2020 2 3,789 0 0 0 0 7 11,216 9 15,005
YTD 2021 5 17,529 1 5,000 0 0 4 5,663 10 28,192
Total 10 26,143 1 5,000 1 1,800 12 20,204 24 53,147
Source: Bank Records

Examples of the bank’s community development loans in this assessment area are as follows:

e A $5.0 million loan funded facility improvements and operations for a health clinic that
serves low-income children using Medicaid services.

e A $1.6 million loan funded the purchase and renovation of a building to create 34 units of
affordable housing. The project was completed in partnership with a local affordable
housing organization.

e A $1.3 million loan helped to fund the creation of 25 affordable housing units in a low-
income census tract.

INVESTMENT TEST
The Investment Test rating is Outstanding for the Chicago MSA rated area. The bank’s excellent
level of qualified investments and good responsiveness to community development needs supports

the overall rating.

Investment and Grant Activity

The institution made an excellent level of community development investments. Investments in this
assessment area represented 12.8 percent of the bank’s total investment activity by dollar volume,
which is consistent with the proportion of overall bank operations in this assessment area. All of
these investments were new since the previous evaluation. Investments primarily supported
affordable housing and revitalization/stabilization of low- and moderate-income areas. The
following table details the qualified investments and donations in this assessment area by year and

purpose.
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Qualified Investments — Chicago MSA

Affordable Community Economic Revitalize or Totals
Activity Year Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Prior Period 0 0 0 0 0 0 0 0 0 0
2018 2 1,216 0 0 0 0 0 0 2 1,216
2019 3 7,607 0 0 1 250 0 0 4 7,857
2020 1 7,500 0 0 2 447 1 8,300 4 16,247
2021 0 0 0 0 0 0 0 0 0 0
Subtotal 6 16,323 0 0 3 697 1 8,300 10 25,320
Qualified Donations 3 15 40 180 1 50 0 0 44 245
Total 9 16,338 40 180 4 747 1 8,300 54 25,565

Source: Bank Data

Examples of the bank’s qualified investments in this assessment area are as follows:

e One investment for $8.3 million financed the cost of improvements to critical infrastructure
in a moderate-income tract.

e The bank made investments totaling $500,000 to two different minority-owned depository
institutions in the assessment area.

e In 2020, the bank donated a total of $131,250 to 35 separate organizations responsive to the
needs of low- and moderate-income individuals affected by COVID-19. Examples include
donations to organizations providing housing, food, and other essential services.

Responsiveness to Credit and Community Development Needs

The institution exhibits good responsiveness to credit and community development needs.
Investments primarily supported affordable housing and revitalization/stabilization of low- and
moderate-income areas, both of which are significant needs in the assessment area.

Community Development Initiatives

The institution occasionally uses innovative or complex investments to support community
development initiatives. Some of the bank’s investments exhibited complex characteristics, such as
investments in tax credit funds that support affordable housing developments.

SERVICE TEST

The Service Test rating is Low Satisfactory for the Chicago MSA rated area. Performance under
the retail performance criteria supports this conclusion.

Accessibility of Delivery Systems

Delivery systems are reasonably accessible to essentially all portions of the assessment area. As
shown in the following table, the bank operates two offices in low-income tracts, and this
percentage exceeds the percentage of assessment area residents that live in those tracts. The
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percentage of bank offices in moderate-income tracts lags both the percentage of assessment area
residents that live in moderate-income tracts and also the percentage of other bank offices in those
tracts.

However, the table does not reflect the fact that First Merchants operates several branches in
middle-income tracts that are immediately adjacent to low- and moderate-income tracts. For
example, the bank’s branch in South Holland, Illinois, is located-in a middle-income tract directly
adjacent to a low-income tract and a moderate-income tract. Similarly, the bank’s branch in
Valparaiso, Indiana, is located directly across the street from a moderate-income tract. As such, the
bank’s physical branch locations are accessible to essentially all portions of the assessment area.

Branch Distribution by Geography Income Level — Chicago MSA
Tract Income Ofﬁiisn?lizther Census Tracts Population Bank Branches
Level i % i % # % e %
Low 24 4.8 58 12.9 152,373 7.8 2 11.1
Moderate 88 17.4 122 27.1 504,326 26.0 2 11.1
Middle 215 42.6 153 34.0 700,329 36.1 8 44.5
Upper 178 35.2 113 25.1 584,260 30.1 6 333
N/A 0 0.0 4 0.9 0 0.0 0 0.0
Total 505 100.0 450 100.0 1,941,288 100.0 18 100.0
Source: 2015 ACS Data, 2020 Peer Deposit Data, and Bank Records. Due to rounding, totals may not equal 100.0.

Changes in Branch Locations

To the extent changes have been made, the institution’s opening and closing of branches has
generally not adversely affected the accessibility of its delivery systems, particularly in low- and
moderate-income geographies and to low- and moderate-income individuals. During the evaluation
period, the bank closed three offices in this assessment area. Two of these were in upper-income
tracts and one was in a middle-income tract. As such, these closures did not disproportionately
affect the accessibility of banking services in low- and moderate-income areas.

Reasonableness of Business Hours and Services

Services and business hours do not vary in a way that inconveniences portions of the assessment
area, particularly low- and moderate-income geographies and individuals. Services and business
hours are generally consistent across all office locations in this assessment area. All offices offer
Saturday hours, and nearly all offer drive-up services. Any variations in services or hours are minor
and do not predominantly affect low- and moderate-income areas.

Community Development Services

The bank provided a relatively high level of community development services. Nearly one quarter
of the bank’s total community development services were in this assessment area. Most of these
activities supported the provision of community services for low- and moderate-income individuals.
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The following table details the bank’s community development services in this assessment area by
year and purpose.

Community Development Services — Chicago MSA
Affordable | Community Economic Revitalize or

Activity Year Housing Services Development Stabilize Totals

# # # # #
2018 1 4 1 0 6
2019 8 33 3 0 44
2020 13 11 5 0 29
YTD 2021 11 2 4 0 17
Total 33 50 13 0 96
Source: Bank Records

Examples of the bank’s community development services in this assessment area are as follows:
e A bank officer serves on the board of a food bank, which provides needed food to low- and
moderate-income persons.

e A bank officer serves on the board of an organization, which provides rent funds for
homeless persons.

e A bank officer serves on the loan committee for a small business loan fund administered by
an economic development entity.

MICHIGAN

CRA RATING FOR MICHIGAN: SATISFACTORY

The Lending Test is rated: Low Satisfactory
The Investment Test is rated: Low Satisfactory
The Service Test is rated: Low Satisfactory

DESCRIPTION OF INSTITUTION’S OPERATIONS IN MICHIGAN

The Michigan rated area is the newest of the bank’s rated areas. The bank expanded its operations
into Michigan with the acquisition of Monroe Bank & Trust in late 2019. First Merchants operates
17 offices in Michigan, and the area contains roughly 10 percent of total bank deposits and lending
activity. Within Michigan, the bank has delineated two separate assessment areas: Monroe MSA
and Detroit MSA.

SCOPE OF EVALUATION - MICHIGAN

The scope of evaluation in the Michigan rated area is largely identical to the overall scope of
evaluation for the institution. Examiners conducted a full-scope review of the Monroe MSA
assessment area and a limited-scope review of the Detroit MSA assessment area. Given that the
Monroe MSA assessment area contains a larger portion of bank operations and lending activity,
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overall conclusions for the Michigan rated area were primarily based on performance in that
assessment area. Additionally, examiners did not analyze small farm lending performance in the
Detroit MSA given the very small loan volume for that product in that assessment area. Finally,
given that the bank established these assessment areas in late 2019 as the result of an acquisition,
examiners analyzed only 2020 lending data for both assessment areas.

CONCLUSIONS ON PERFORMANCE CRITERIA IN MICHIGAN

LENDING TEST

The Lending Test rating is Low Satisfactory in the Michigan rated area. Although the bank made a
low level of community development loans and made limited use of innovative and flexible lending
products, relatively stronger performance under the remaining Lending Test criteria supports the
overall Low Satisfactory rating.

Lending Activity

Lending levels reflect good responsiveness to assessment area credit needs. This conclusion is based
primarily on the bank’s lending activity in the Monroe MSA assessment area.

Geographic Distribution

The geographic distribution of loans reflects good penetration throughout the assessment area. This
conclusion is based primarily on the bank’s performance in the Monroe MSA assessment area.

Borrower Profile

The distribution of borrowers reflects adequate penetration among individuals of different income
levels and business and farms of different sizes. This conclusion is based primarily on the bank’s
performance in the Monroe MSA assessment area.

Innovative or Flexible Lending Practices

The bank makes limited use of innovative and flexible lending practices in order to serve
assessment area credit needs. As shown in the following table, the bank funded 50 innovative and
flexible loans totaling $6.4 million during the evaluation period in the two Michigan assessment
areas.
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Innovative and Flexible Lending Programs — Michigan Rated Area
Totals
Loan Type Loan Program
# $(000s)
Next Horizon 4 558
Fannie & Freddie programs 6 704
FHA 6 869
Home Mortgage
VA 2 444
USDA 0 0
State HFA 0 0
Small Business SBA (non-PPP) 6 3,754
Unsecured Home Improvement 13 56
Consumer -
Credit Creator 13 22
Totals 50 6,407
Source: Bank Records

Community Development L.oans

The institution made a low level of community development loans in the Michigan rated area. The
bank made six community development loans in the Detroit MSA assessment area, of which three
loans totaling $4.3 million were PPP loans. However, the bank did not originate any community
development loans in the Monroe MSA assessment area, which negatively impacted overall
performance under this criterion.

Community Development Lending by Assessment Area — Michigan Rated Area

Affordable Community Economic Revitalize or Totals
Assessment Area Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Monroe MSA 0 0 0 0 0 0 0 0 0 0
Detroit MSA 3 5,247 0 0 0 0 3 4,270 6 9,517
Total 3 5,247 0 0 0 0 3 4,270 6 9,517
Source: Bank Records

INVESTMENT TEST
The Investment Test rating is Low Satisfactory for the Michigan rated area. The bank’s adequate
level of qualified investments and adequate responsiveness to community development needs

supports this rating. Performance was consistent across both Michigan assessment areas.

Investment and Grant Activity

The institution made an adequate level of qualified community development investments and
grants. The bank made a total of $17.2 million in qualified investments in the Michigan rated area,
including prior period investments and qualified donations. In addition to investments within the
specific assessment areas, the bank made investments totaling $7.3 million that benefitted a broader
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statewide area. The following table details the bank’s qualified investments and donations by
assessment area and purpose. Refer to the separate assessment area sections of this evaluation for
more information.

Qualified Investments and Donations by Assessment Area — Michigan Rated Area
Affordable Community Economic Revitalize or Totals
Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Monroe MSA 3 5,856 0 0 0 0 0 0 3 5,856
Detroit MSA 2 3,717 0 0 0 0 0 0 2 3,717
Michigan Statewide 1 5,000 0 0 0 0 1 2,330 2 7,330
Subtotal 6 14,573 0 0 0 0 1 2,330 7 16,903
Qualified Donations 0 0 26 265 2 43 0 0 28 308
Total 6 14,573 26 265 2 43 1 2,330 35 17,211
Source: Bank Data

Responsiveness to Credit and Community Development Needs

The institution exhibits adequate responsiveness to credit and community development needs.
Examiners identified affordable housing as a significant need in the rated area, and the bank’s
investments primarily supported affordable housing initiatives.

Community Development Initiatives

The institution occasionally uses innovative or complex investments to support community
development initiatives. Some of the bank’s investments exhibited complex characteristics, such as
investment funds structured to achieve specific community development purposes.

SERVICE TEST

The Service Test rating is Low Satisfactory for the Michigan rated area. Performance under each
Service Test criterion supports this conclusion.

Accessibility of Delivery Systems

Delivery systems are reasonably accessible to essentially all portions of the assessment areas. With
respect to low- and moderate-income areas, delivery systems are relatively more accessible in the
Monroe MSA. In contrast, in the Detroit MSA, the bank does not maintain any offices in the large
swaths of low- and moderate-income tracts in and around downtown Detroit. The bank’s
alternative delivery systems also promote the accessibility of bank services to low- and moderate-
income individuals.

Changes in Branch Locations

To the extent changes have been made, the institution’s opening and closing of branches has
generally not adversely affected the accessibility of its delivery systems, particularly in low- and
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moderate-income geographies and to low- and moderate-income individuals. The bank closed four
offices in the Michigan rated area during the evaluation period; however, all of these were in
middle- and upper-income census tracts and did not disproportionately affect low- and moderate-

Income areas.

Reasonableness of Business Hours and Services

Services and business hours do not vary in a way that inconveniences portions of the assessment
area, particularly low- and moderate-income geographies and individuals. Services and business
hours are generally consistent across all office locations in the assessment areas. Any variations in
services or hours are minor and do not predominantly affect low- and moderate-income areas.

Community Development Services

The institution provided an adequate level of community development services. Most of the bank’s
community development services within this rated area were in the Monroe MSA assessment area.
Of these services, most supported the provision of community services for low- and moderate-
income individuals, as reflected in the following table.

Community Development Services by Assessment Area — Michigan Rated Area

Affordable | Community Economic Revitalize or
. . o Totals
Assessment Area Housing Services Development Stabilize
# # # # #
Monroe MSA 5 37 11 0 53
Detroit MSA 4 2 2 0 8
Total 9 39 13 0 61

Source: Bank Records

MONROE, MI MSA - Full-Scope Review

DESCRIPTION OF INSTITUTION’S OPERATIONS IN MONROE, MI MSA

The Monroe MSA assessment area includes Monroe County, Michigan, which is directly south of
Detroit. Monroe County is the only county in this MSA. First Merchants operates 11 offices in this

assessment area.

Economic and Demographic Data

The assessment area contains all 39 tracts in Monroe County. According to 2015 ACS data, these
tracts reflect the following income designations:

e 1 low-income tract

6 moderate-income tracts
27 middle-income tracts
4 upper-income tracts

1 tract with no income designation
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All of the low- and moderate-income tracts are contiguous and concentrated in the city of Monroe.
The outlying suburban and rural portions of the county are all middle- and upper-income. The
following table details select economic and demographic characteristics of the assessment area.

Demographic Information of the Assessment Area
Assessment Area: Monroe MSA

Demographic Characteristics # (;; oov; " M‘?/odz?;te 11/2(::;1; 30p£fe ; 0/1:‘:: "
Geographies (Census Tracts) 39 2.6 154 69.2 10.3 2.6
Population by Geography 150,436 1.1 13.3 72.3 13.4 0.0
Housing Units by Geography 63,403 0.8 13.9 72.6 12.7 0.0
Owner-Occupied Units by Geography 46,537 0.5 10.2 74.9 14.3 0.0
Occupied Rental Units by Geography 12,029 1.8 26.1 64.3 7.7 0.0
Vacant Units by Geography 4,837 1.1 18.3 70.5 10.1 0.0
Businesses by Geography 7,563 0.8 14.9 72.4 11.9 0.0
Farms by Geography 532 0.0 4.3 81.8 13.9 0.0
Family Distribution by Income Level 41,233 19.3 18.8 222 39.7 0.0
Household Distribution by Income 58,566 22.9 17.1 18.5 41.5 0.0
Level
Median Family Income MSA - 33780 $67,811|Median Housing Value $134,829
Monroe, MI MSA
Families Below Poverty Level 8.1%|Median Gross Rent $803

Source: 2015 ACS and 2020 D&B Data. Due to rounding, totals may not equal 100.0%

(*) The NA category consists of geographies that have not been assigned an income classification.

According to United States Bureau of Labor Statistics data, unemployment rates spiked to over 20.0
percent at the onset of the COVID-19 pandemic. Rates have since declined but remain elevated
relative to historical levels. As of June 2021, the Monroe County unemployment rate remains
slightly above 6.0 percent. According to Moody’s Analytics, employment continues to grow, but at
a rate below those of Michigan and the nation. The manufacturing sector in particular has struggled
to gain momentum since late 2020. Major employers in the county include ProMedica Monroe
Regional Hospital and DTE Energy, which operates one of the nation’s largest coal-fired power
plants in Monroe.

The table below presents the Monroe MSA median family income levels for 2019 and 2020, as
updated by the FFIEC.
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Median Family Income Ranges — Monroe MSA (33780)

Median Family Incomes Low Moderate Middle Upper
y <50% 50% to <80% 80% to <120% >120%

2019 ($79,000) <§39,500 $39,500 to <§63,200 $63,200 to <§94,800 >$94.,800

2020 ($80,600) <§40,300 $40,300 to <§64,480 $64,480 to <§96,720 >$96,720

Source: FFIEC

Competition

The assessment area is moderately competitive in the market for financial services. According to
FDIC Deposit Market Share data as of June 30, 2021, 7 banks operated 24 offices in the assessment
area. Of these banks, First Merchants ranked first, with a deposit market share of 44.4 percent.
According to 2020 HMDA aggregate data, First Merchants ranked sixth among home mortgage
lenders in the assessment area by number of loans. According to 2019 CRA aggregate data, First
Merchants was the top small business and small farm lender by dollar volume, with dollar volume
market shares of 34.6 percent and 65.3 percent, respectively.

Community Contacts

Examiners contacted a representative of a community development-related organization in the
assessment area. The contact stated that affordable housing is a significant need in Monroe County.
Additionally, the contact noted that opportunities exist for financial institutions to be involved in
supporting local affordable housing initiatives. These opportunities include grants, loans, and
services, among other opportunities.

Credit and Community Development Needs and Opportunities

Examiners determined that affordable housing is a significant need in this assessment area.
Opportunities for revitalization and stabilization exist in the low- and moderate-income portions of
hMonroe, which are concentrated in the downtown areas of the city. Various community services
for the area’s low- and moderate-income population also remain needed.

CONCLUSIONS ON PERFORMANCE CRITERIA IN MONROE, MI MSA
LENDING TEST

First Merchants demonstrated reasonable performance under the Lending Test in the Monroe MSA
assessment area. Although the bank did not originate any community development loans in this
assessment area and made limited use of innovative and flexible lending products, relatively
stronger performance under the remaining Lending Test criteria supports the overall satisfactory
conclusion.
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Lending Activity

Lending levels reflect good responsiveness to assessment area credit needs. According to 2020
HMDA data, the bank was the sixth-ranked closed-end home mortgage lender in the assessment area.
With respect to home mortgage lending, the bank faces significant competition from large national
banks and nonbank mortgage lenders. Furthermore, the bank was the top small business and small
farm lender by dollar volume in 2019 among institutions that report CRA data. These small business
and small farm lending levels support good performance under this criterion.

The following table details First Merchants’ 2020 originations by loan type in the assessment area.

Lending Activity — Monroe MSA
Loan Product 2020 # 2020 $(000)
Closed-End Home Mortgage 195 31,350
Open-End Home Mortgage 121 8,770
Subtotal: Home Mortgage 316 40,120
Small Business 576 59,898
Small Farm 32 3,762
TOTAL 924 103,780
Source: Bank Data

Geographic Distribution

The geographic distribution of loans reflects good penetration throughout the assessment area.
Excellent closed-end home mortgage lending performance, good open-end home mortgage lending
performance, and good small business lending performance support this conclusion.

Closed-End Home Mortgage Loans

The geographic distribution of closed-end home mortgage loans reflects excellent penetration
throughout the assessment area. The bank did not originate any closed-end home mortgage loans in
low-income tracts in 2020; however, given that less than 1.0 percent of owner-occupied housing units
are in these tracts, this lack of originations is reasonable. Lending in moderate-income tracts, which
contain many more owner-occupied housing units, was strong, with bank performance exceeding
aggregate data by more than 7.0 percentage points. Given this strong lending performance in
moderate-income tracts, the bank’s performance is excellent. The following table details the
geographic distribution of closed-end home mortgage lending.
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Geographic Distribution of Closed-End Home Mortgage Loans
Assessment Area: Monroe MSA
% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2020 0.5 | o2 | o | oo [ o | o0
Moderate
2020 02 | 93 | 32 | 164 | 4513 | 144
Middle
2020 74.9 | 79 | 136 | 697 | 2208 | 704
Upper
2020 143 | 166 | 25 | 128 | 4422 | 141
Not Available
2020 0.0 | o0 | 2 | 1o | 333 | 11
Totals
2020 1000 | 1000 | 195 | 1000 | 31,350 | 100.0
Source: 2015 ACS; Bank Data; 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Open-End Home Mortgage Loans

The geographic distribution of open-end home mortgage loans reflects good penetration throughout the
assessment area. As with closed-end home mortgage lending, the bank did not originate any loans in
low-income tracts in 2020. However, in moderate-income tracts, the bank’s performance exceeded
aggregate data, reflecting good performance. The following table details the geographic distribution of
open-end home mortgage lending.
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Geographic Distribution of Open-End Home Mortgage Loans

Assessment Area: Monroe MSA

% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2020 0.5 0.1 o | 00 | o | o0
Moderate
2020 10.2 53 8 | 66 | 740 | 84
Middle
2020 74.9 78.8 97 | 802 | 6634 | 756
Upper
2020 143 157 16 | 132 | 1397 | 159
Not Available
2020 0.0 0.0 o | o0 | o [ 00
Totals
2020 100.0 100.0 121 | 1000 | 8770 | 100.0

Source: 2015 ACS; Bank Data; 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Small Business Loans
The geographic distribution of small business loans reflects good penetration throughout the
assessment area. The bank’s lending in low-income tracts was nearly identical to the business
population in these tracts, and lending in moderate-income tracts exceeded the demographic data by
several percentage points, reflecting good performance. The following table details the geographic
distribution of small business lending.
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Geographic Distribution of Small Business Loans

Assessment Area: Monroe MSA

% of Aggregate
Tract Income Level Busizlgsses Per{/ornfl;nce # % $(000s) %
0 0

Low

2020 08 | - | 5 | o9 | 32 | o5
Moderate

2020 149 | - | 16 | 201 | 1258 | 210
Middle

20200 724 | - | 301 | 679 | 43030 | 718
Upper

2020 19 | - | 64 | 111 | 3973 | 66
Not Available

2020 0.0 | - | o | oo | o | o0
Totals

20200 1000 | - | 576 | 1000 | 59898 | 1000

Source: 2018, 2019 & 2020 D&B Data, Bank Data; "--" data not available.
Due to rounding, totals may not equal 100.0%

Small Farm Loans

The geographic distribution of small farm loans reflects poor penetration throughout the assessment
area. The bank did not originate any small farm loans in low- or moderate-income tracts.
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Geographic Distribution of Small Farm Loans
Assessment Area: Monroe MSA
Aggregate
Tract Income Level % of Farms | Performance # % $(000s) %
% of #

Low

2020 0.0 | - | o | o0 | o | o0
Moderate

2020 43 | - | o | oo | o | o0
Middle

20200 818 | -- | 23 | 719 | 2999 | 797
Upper

20200 139 | - | 9o | 281 | 763 | 203
Not Available

2020 0.0 | - | o | oo | o | o0
Totals

20200 1000 | - | 32 | 100 | 3762 | 1000
Source: 2020 D&B Data; Bank Data; "--" data not available.
Due to rounding, totals may not equal 100.0%

Borrower Profile

The distribution of borrowers reflects adequate penetration to individuals of different income levels
and business and farms of different sizes. While the performance in the limited small farm lending
was good, the conclusion is supported by relatively consistent performance across all of the
remaining loan products.

Closed-End Home Mortgage Loans

The distribution of closed-end home mortgage loans reflects adequate penetration to retail customers
of different income levels. As shown in the following table, the bank’s lending to low-income
borrowers was well above aggregate data, and lending to moderate-income borrowers was slightly
below aggregate data. Overall, this distribution of lending reflects adequate performance.
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Distribution of Closed-End Home Mortgage Loans by Borrower Income Level
Assessment Area: Monroe MSA
Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #

Low

2020 193 | 9.4 | 27 | 138 | 2617 | 83
Moderate

2020 88 | 223 | 3 | 195 | 5013 | 160
Middle

2000 222 | 251 | e | 318 | 9333 | 298
Upper

2000 397 | 288 | 58 | 207 | 1258 | 401
Not Available

2020 00 | w4 | 10 | s1 | 184 | 53
Totals

20000 1000 | 1000 | 195 | 1000 | 31350 | 1000
Source: 2015 ACS; Bank Data; 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Open-End Home Mortgage Loans

The distribution of open-end home mortgage loans reflects adequate penetration to retail customers of
different income levels. As shown in the following table, and as with closed-end home mortgage
lending, the bank’s open-end lending to low-income borrowers was slightly above aggregate data, and
lending to moderate-income borrowers was below aggregate. Overall, this distribution reflects
adequate performance.
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Assessment Area: Monroe MSA

Distribution of Open-End Home Mortgage Loans by Borrower Income Level

Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #

Low

2020 193 | 105 15 124 | 548 6.2
Moderate

2020 18.8 | 23.1 21 174 | 1,626 18.5
Middle

20200 222 | 276 36 298 | 2278 26.0
Upper

20200 397 | 365 45 372 | 4,094 46.7
Not Available

2020 0.0 | 22 4 33 | 225 2.6
Totals

20200 1000 | 1000 121 1000 | 8770 100.0

Source: 2015 ACS; Bank Data; 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Small Business Loans

The distribution of small business loans reflects adequate penetration to businesses of different sizes.
Although aggregate data was not yet available for 2020, more than half of the bank’s small business

loans were to businesses with revenues of $1 million or less, reflecting adequate performance. Also,
this performance was relatively consistent with the aggregate market performance in the most recent

year in which it was available (2019). The following table details the bank’s small business lending by

revenue level.
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Distribution of Small Business Loans by Gross Annual Revenue Category
Assessment Area: Monroe MSA
% of Aggregate
Gross Revenue Level N Performance # % $(000s) %
Businesses o
%0 of #

<$1,000,000

2020 840 | - | 310 | 538 | 19482 | 325
>$1,000,000

2020 51| - | 175 | 304 | 36319 | 606
Revenue Not Available

2020 109 | - | ot | 158 | 4097 | 68
Totals

20200 1000 | - | 576 | 1000 | 5988 | 1000
Source: 2020 D&B Data; Bank Data,; "--" data not available.
Due to rounding, totals may not equal 100.0%

Small Farm Loans

The distribution of small farm borrowers reflects good penetration among farms of different sizes.
Although aggregate data was not yet available for 2020, three quarters of the bank’s small farm loans
were to farms with revenues of $1 million or less, reflecting good performance in serving the needs of
small farms. This performance slightly exceeded the results of aggregate market in the most recent
year that it was available (2019). The following table details the bank’s small farm lending by revenue
level.

Distribution of Small Farm Loans by Gross Annual Revenue Category
Assessment Area: Monroe MSA
Aggregate
Gross Revenue Level % of Farms Performance # % $(000s) %
% of #

<=$1,000,000

20200 964 | - | 24 | 750 | 265 | 698
>$1,000,000

2020 24 | - | 6 | 188 | 1078 | 287
Revenue Not Available

2020 1.1 | - | 2 | 63 | 59 | 1
Totals

20200 1000 | - | 32 | 1000 | 3762 | 1000
Source: 2020 D&B Data; Bank Data; "--" data not available.
Due to rounding, totals may not equal 100.0%
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Innovative or Flexible Lending Practices

The bank makes limited use of innovative and flexible lending practices in order to serve
assessment area credit needs. As shown in the following table, the bank funded 31 innovative and
flexible loans totaling $5.2 million during the evaluation period. These loans provided credit to
individuals and businesses that may not have otherwise qualified for traditional bank financing.

Innovative or Flexible Lending Programs — Monroe MSA

2019 2020 YTD 2021 Totals
Type of Program
# $(000s) # $(000s) # $(000s) # $(000s)
Home Mortgage 6 966 7 931 1 116 14 2,013
Small Business 3 2,223 1 871 0 0 4 3,094
Consumer 0 0 4 12 9 39 13 51
Totals 9 3,189 12 1,814 10 155 31 5,158

Source: Bank Records

Community Development Loans

The bank did not make any community development loans in this assessment area.

INVESTMENT TEST

First Merchants demonstrated reasonable performance under the Investment Test in the Monroe
MSA assessment area. The bank’s relatively adequate level of qualified investments supports this

conclusion.

Investment and Grant Activity

The institution made an adequate level of community development investments. Investments in this
assessment area represented 3.0 percent of the bank’s total investment activity by dollar volume,
which is less than the proportion of overall bank operations in this assessment area. However,
examiners considered the fact that qualified investment opportunities are relatively less plentiful in

this assessment area compared to the more populated and urban assessment areas.

Nearly all investments supported affordable housing. The following table details the qualified
investments and donations in this assessment area by year and purpose.
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Qualified Investments — Monroe MSA

Affordable Community Economic Revitalize or Totals
Activity Year Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Prior Period 2 4,001 0 0 0 0 0 0 2 4,001
2018 0 0 0 0 0 0 0 0 0 0
2019 0 0 0 0 0 0 0 0 0 0
2020 1 1,855 0 0 0 0 0 0 1 1,855
2021 0 0 0 0 0 0 0 0 0 0
Subtotal 3 5,856 0 0 0 0 0 0 3 5,856
Qualified Donations 0 0 23 227 0 0 0 0 23 227
Total 3 5,856 23 227 0 0 0 0 26 6,083

Source: Bank Data

Examples of the bank’s qualified investments in this assessment area are as follows:
e The bank invested $1.9 million in funds that supported affordable housing projects in this
assessment area.
e In 2020, the bank donated a total of $85,000 to 18 separate organizations responsive to the
needs of low- and moderate-income individuals affected by COVID-19. Examples include
donations to organizations providing housing, food, and other items.

Responsiveness to Credit and Community Development Needs

The institution exhibits adequate responsiveness to credit and community development needs.
Examiners identified affordable housing as a need in this assessment area, and the bank’s
investments supported affordable housing initiatives.

Community Development Initiatives

The institution occasionally uses innovative or complex investments to support community
development initiatives. Some of the bank’s investments exhibited complex characteristics, such as
investment funds structured to achieve specific community development purposes.

SERVICE TEST

First Merchants demonstrated reasonable performance under the Service Test in the Monroe MSA
assessment area. Performance under the retail service criteria supports this conclusion.

Accessibility of Delivery Systems

Delivery systems are reasonably accessible to essentially all portions of the assessment area, as
shown in the following table. All of the low- and moderate-income tracts in this assessment area
are clustered in and around downtown Monroe. The bank maintains two office locations in this
cluster of tracts, effectively serving this low- and moderate-income area. Additionally, the bank
operates five ATMs located in moderate-income tracts.
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Branch Distribution by Geography Income Level — Monroe MSA
Tract Income Ofﬁiisn(:lizther Census Tracts Population Bank Branches
Level # % # % E % i %
Low 0 0.0 1 2.6 1,644 1.1 0 0.0
Moderate 5 26.3 6 15.4 19,938 13.2 2 18.2
Middle 14 73.7 27 69.2 108,707 72.3 7 63.6
Upper 0 0.0 4 10.2 20,147 13.4 2 18.2
N/A 0 0.0 1 2.6 0 0.0 0 0.0
Total 19 100.0 39 100.0 150,436 100.0 11 100.0
Source: 2015 ACS Data, 2020 Peer Deposit Data, and Bank Records. Due to rounding, totals may not equal 100.0.

Changes in Branch Locations

To the extent changes have been made, the institution’s opening and closing of branches has
generally not adversely affected the accessibility of its delivery systems, particularly in low- and
moderate-income geographies and to low- and moderate-income individuals. During the evaluation
period, the bank closed three offices in this assessment area. All three closures were in middle-
income tracts. As such, these closures did not disproportionately affect the accessibility of banking
services in low- and moderate-income areas.

Reasonableness of Business Hours and Services

Services and business hours do not vary in a way that inconveniences portions of the assessment
area, particularly low- and moderate-income geographies and individuals. Services and business
hours are generally consistent across all office locations in this assessment area. All offices offer
Saturday hours, and nearly all offer drive-up services. Any variations in services or hours are minor
and do not predominantly affect low- and moderate-income areas.

Community Development Services

The bank provided a relatively high level of community development services. The level of
community development services is relatively high considering the limited time that the bank has
operated in this assessment area. Most of these services supported the provision of community
services for low- and moderate-income individuals. The following table details the bank’s
community development services in this assessment area by year and purpose.
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Community Development Services — Monroe MSA

Affordable | Community Economic Revitalize or Totals

Activity Year Housing Services Development Stabilize

# # # # #
2018 0 0 0 0 0
2019 4 29 1 0 34
2020 1 7 6 0 14
YTD 2021 0 4 0 5
Total 5 37 11 0 53

Source: Bank Records

Examples of the bank’s community development services in this assessment area are as follows:
e A bank officer serves on a committee promoting affordable housing for an organization,
which provides homeownership opportunities to low-income persons.

e A bank officer serves on the board of an entity promoting economic development in the

assessment area.

e Bank officers taught financial education classes for low- and moderate-income persons at
entities providing services for those persons.

DETROIT, MI MSA - Limited-Scope Review

CONCLUSIONS ON PERFORMANCE CRITERIA IN THE DETROIT, MI

MSA

The following table summarizes the conclusions for the Detroit MSA assessment area, which
examiners reviewed using limited-scope procedures. Examiners drew conclusions regarding the
institution’s CRA performance from reviewing available facts and data, including performance
figures, aggregate lending data comparisons, and demographic information. While Lending Test
and Investment Test performance in the Detroit MSA was consistent with performance in the
Monroe MSA, performance under the Service Test was relatively weaker in the Detroit MSA.
Specifically, delivery systems are less accessible to low- and moderate-income areas in the Detroit
MSA (no offices are in these geographies), and the bank provided a limited level of community
development services. However, despite these weaknesses, the bank’s Service Test performance
remains Low Satisfactory for the Michigan rated area.

Assessment Area

Lending Test

Investment Test

Service Test

Detroit, MI MSA

Consistent

Consistent

Below

Detroit, MI MSA

The Detroit MSA assessment area includes all of Wayne County, Michigan. First Merchants
operates six branches in this assessment area. As noted previously, branch locations and delivery
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systems in this assessment area are relatively less accessible to low- and moderate-income areas
compared to overall bank performance. The table below summarizes the bank’s lending and
community development activities in this assessment area during the evaluation period.

Activity # $
Closed-End HMDA Loans (2020) 129 $23.1 million
Open-End HMDA Loans (2020) 44 $3.5 million
Small Business Loans (2020) 418 $66.3 million
Small Farm Loans (2020) 0 -
Innovative/Flexible Loans 19 $1.2 million
Community Development Loans 6 $9.5 million
Investments (New) 2 $3.7 million
Investments (Prior Period) 0 -
Donations 0 -
Community Development Services 8 -

Source: Bank Data

Geographic Distribution and Borrower Profile

Assessment Area: Detroit MSA

Geographic Distribution of Closed-End Home Mortgage Loans

% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2020 10.0 2.1 4 30 | 1969 | 853
Moderate
2020 21.5 6.7 13 1.0 | 1,047 | 45
Middle
2020 24.6 223 32 248 | 5260 | 228
Upper
2020 43.6 68.9 80 620 | 14806 | 64.1
Not Available
2020 0.3 0.1 0 00 | o | 00
Totals
2020 100.0 100.0 129 1000 | 23082 | 100.0

Source: 2015 ACS; Bank Data; 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%
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Geographic Distribution of Open-End Home Mortgage Loans
Assessment Area: Detroit MSA

% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2020 10.0 | 28 | 1 | 23 | 250 | 71
Moderate
2020 215 | 6o | 1 | 23 | s0 | 14
Middle
2020 24.6 | 12 | 6 | 136 | 206 | 75
Upper
2020 $36 | 9 | 36 | 818 | 2979 | 840
Not Available
2020 0.3 | o | o | oo | o | o0
Totals
2020 1000 | 1000 | 44 | 1000 | 3545 | 1000

Source: 2015 ACS; Bank Data; 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Geographic Distribution of Small Business Loans

Assessment Area: Detroit MSA

% of Aggregate
Tract Income Level Busi;gsses Per:;)m;z;nce # % $(000s) %
0 0

Low

2020 g | - | 3 | o7 | & | o1
Moderate

2020 198 | - | 30 | 72 | 883 | 133
Middle

2020 212 | - | 92 | 20 | 19050 | 288
Upper

20200 462 | - | 203 | 701 | 38286 | 578
Not Available

2020 09 | - | o | o0 | o | o0
Totals

20200 1000 | - | 418 | 1000 | 66252 | 1000

Source: 2020 D&B Data; Bank Data,; "--" data not available.
Due to rounding, totals may not equal 100.0%
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Distribution of Closed-End Home Mortgage Loans by Borrower Income Level

Assessment Area: Detroit MSA

Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #

Low

20200 259 | 32 2 16 | 158 0.7
Moderate

2020 15.2 | 12.6 21 163 | 253 11.0
Middle

2020 164 | 197 19 147 | 1,947 8.4
Upper

2020 425 | 47.4 52 403 | 11012 47.7
Not Available

2020 00 | 171 35 271 | 7432 322
Totals

2020 1000 | 1000 129 1000 | 23,082 100.0
Source: 2015 ACS; Bank Data; 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Distribution of Open-End Home Mortgage Loans by Borrower Income Level
Assessment Area: Detroit MSA
Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #

Low

20000 259 | 58 1 23 | 15 0.4
Moderate

2020 152 | 124 9 205 | 395 112
Middle

2020 16.4 | 17.7 3 68 | 154 43
Upper

2020 425 | 60.9 25 s68 | 2242 63.2
Not Available

2020 00 | 32 6 136 | 739 20.8
Totals

20200 1000 | 1000 44 1000 | 3,545 100.0

Source: 2015 ACS; Bank Data; 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%
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Assessment Area: Detroit MSA

Distribution of Small Business Loans by Gross Annual Revenue Category

CRA RATING FOR OHIO: SATISFACTORY

The Lending Test is rated: High Satisfactory

The Investment Test is rated: High Satisfactory

The Service Test is rated: Low Satisfactory

COLUMBUS, OH MSA - Full-Scope Review

% of Aggregate

Gross Revenue Level Businesses Perf/oor;rfl;nce # % $(000s) %
<$1,000,000

2020 859 | - 198 | 474 | 16887 | 255
>$1,000,000

2020 50 | - 169 | 404 | 44037 | 665
Revenue Not Available

2020 9.1 | - s1 | 122 | 5328 | 80
Totals

20200 1000 | - 218 | 1000 | 66252 | 1000
Source: 2020 D&B Data; Bank Data; "--" data not available.
Due to rounding, totals may not equal 100.0%

OHIO

DESCRIPTION OF INSTITUTION’S OPERATIONS IN COLUMBUS, OH

MSA

The Columbus MSA assessment area includes Franklin County, Ohio, where the City of Columbus
is located. First Merchants operates seven offices in this assessment area.

Economic and Demographic Data

The assessment area contains all 284 tracts in Franklin County. According to 2015 ACS data, these
tracts reflect the following income designations:

e 61 low-income tracts

e 76 moderate-income tracts
e 69 middle-income tracts

e 75 upper-income tracts

e 3 tracts with no income designation
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The following table details select economic and demographic characteristics of the assessment area.

Demographic Information of the Assessment Area
Assessment Area: Columbus MSA

Demographic Characteristics # 0}; OOV;I 4 M&? f)l::;e 1:,2‘::}1; }/{)pg: ;; 0/1:11:: 4
Geographies (Census Tracts) 284 21.5 26.8 24.3 26.4 1.1
Population by Geography 1,215,761 14.7 26.2 26.6 314 1.1
Housing Units by Geography 536,811 16.4 26.7 26.6 30.0 0.3
Owner-Occupied Units by Geography 258,868 7.7 22.6 29.3 40.3 0.0
Occupied Rental Units by Geography 222,078 21.8 30.7 25.5 21.5 0.6
Vacant Units by Geography 55,865 354 29.4 18.3 16.2 0.7
Businesses by Geography 97,382 12.1 20.3 25.3 41.7 0.7
Farms by Geography 1,721 9.8 21.3 293 393 0.2
Family Distribution by Income Level 279,594 24.8 17.5 19.0 38.6 0.0
Household Distribution by Income 480,946 26.2 17.1 17.6 39.2 0.0
Level
Median Family Income MSA - 18140 $70,454|Median Housing Value $153,452
Columbus, OH MSA
Families Below Poverty Level 12.8%|Median Gross Rent $852

Source: 2015 ACS and 2020 D&B Data. Due to rounding, totals may not equal 100.0%

(*) The NA category consists of geographies that have not been assigned an income classification.

According to United States Bureau of Labor Statistics data, unemployment rates in Franklin County
reached a low of 4.6 percent at the end of 2020; however, unemployment rates have remained in the
5.0 to 6.0 percent range for most of 2021. According to Moody’s Analytics, the Columbus area
economic recovery has fallen behind statewide and nationwide averages. Franklin County’s labor
force has also declined, as discouraged workers leave the labor force entirely. Nonetheless, the
Columbus economy maintains several strengths, including a highly-educated workforce, population
growth, and favorable demographic trends. Major employers in the assessment area include Ohio
State University, OhioHealth, and JPMorgan Chase.

The table below presents the Columbus MSA median family income levels for 2019 and 2020, as
updated by the FFIEC.

Median Family Income Ranges — Columbus MSA (18140)

Median Family Incomes Low Moderate Middle Upper

! d <50% 50% to <80% 80% to <120% >120%
2019 ($77,900) <$38,950 $38,950 to <§62,320 $62,320 to <§93,480 >$93,480
2020 ($84,600) <$42,300 $42,300 to <§67,680 $67,680 to <§101,520 >$101,520

Source: FFIEC
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Competition

The assessment area is highly competitive in the market for financial services. According to FDIC
Deposit Market Share data as of June 30, 2021, 36 banks operated 308 offices in Franklin County.
Of these banks, First Merchants ranked ninth, with a deposit market share of 0.9 percent.
According to 2020 HMDA aggregate data, First Merchants’ home mortgage market share was less
than one percent by both number and dollar volume. According to 2019 CRA aggregate data, First
Merchants’ small business market share was similarly low by number, but notably higher by dollar
volume, at 3.6 percent.

Community Contacts

Examiners reviewed a recent contact with a local economic development organization active in the
assessment area. The contact cited affordable housing as a significant need in the assessment area.
Housing inventory is low in the Columbus area, and potential homebuyers are often outbid by those
purchasing homes as investment properties. Affordable housing units are particularly low in

supply. The contact identified several credit and community development needs including personal
financial education, down payment assistance, and continued support for small businesses in light of
pandemic-related challenges. The contact stated that local financial institutions are generally
responsive to local credit needs, but some institutions are not familiar with programs that serve the
needs of low- and moderate-income borrowers (such as local down payment assistance programs),
which limits the overall benefit of these programs.

Credit and Community Development Needs and Opportunities

As noted in the previous section, affordable housing is a significant need in the assessment area,
along with various lending programs and financial education tailored to the needs of low- and
moderate-income borrowers. Economic development and support for small businesses is an
additional need. Opportunities for revitalization and stabilization are present, particularly in the
large swaths of low- and moderate-income census tracts in and around downtown Columbus.
Finally, community services for low- and moderate-income individuals remains a significant need.

SCOPE OF EVALUATION - OHIO

The scope of evaluation in the Ohio rated area is largely identical to the overall scope of evaluation
for the institution. However, examiners did not analyze small farm lending performance within this
rated area, given the low volume for that product. This Columbus MSA assessment area, for which
examiners conducted a full-scope review, is the only assessment area within this rated area.
Therefore, performance conclusions for the Columbus MSA assessment area are identical to overall
conclusions for the rated area.
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CONCLUSIONS ON PERFORMANCE CRITERIA IN COLUMBUS, OH MSA
LENDING TEST

The Lending Test rating is High Satisfactory for the Columbus MSA assessment area. The bank’s
performance under the lending activity, community development lending, and innovative and

flexible lending criteria primarily support this rating.

Lending Activity

Lending levels reflect good responsiveness to assessment area credit needs. Despite facing
significant competition in this assessment area, especially from large national banks and nonbank
lenders, First Merchants originated significant numbers of home mortgage and small business loans
in both 2019 and 2020.

The following table details First Merchants’ 2019 and 2020 originations by loan type in the assessment
area.

Lending Activity — Columbus MSA
Loan Product 2019 # 2019 $(000) 2020 # 2020 $(000)
Closed-End Home Mortgage 207 81,111 481 124,499
Open-End Home Mortgage 96 12,553 96 16,930
Subtotal: Home Mortgage 303 93,664 577 141,429
Small Business 161 38,715 494 91,655
Small Farm 0 0 0 0
TOTAL 464 132,379 1,071 233,084
Source: Bank Data

Geographic Distribution

The geographic distribution of loans reflects adequate penetration throughout the assessment area.
Although small business lending performance was poor, adequate closed-end home mortgage
lending and open-end home mortgage lending performance support the overall conclusion.

Closed-End Home Mortgage Loans

The geographic distribution of closed-end home mortgage loans reflects adequate penetration
throughout the assessment area. Lending in both low- and moderate-income tracts significantly trailed
aggregate levels in 2019. However, in 2020, lending increased substantially in both low- and
moderate-income tracts, exceeding aggregate levels. Given this substantial increase, performance
under this criterion is adequate. The following table details the geographic distribution of closed-end
home mortgage lending.
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Geographic Distribution of Closed-End Home Mortgage Loans
Assessment Area: Columbus MSA
% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2019 7.7 7.4 2 1.0 283 0.3
2020 7.7 6.3 46 9.6 8,250 6.6
Moderate
2019 22.6 21.1 17 8.2 4,703 5.8
2020 22.6 18.3 96 20.0 10,900 8.8
Middle
2019 293 30.1 46 222 21,781 26.9
2020 29.3 28.8 89 18.5 18,901 15.2
Upper
2019 40.3 41.3 141 68.1 53,544 66.0
2020 40.3 46.5 249 51.8 86,322 69.3
Not Available
2019 0.0 0.1 1 0.5 800 1.0
2020 0.0 0.0 1 0.2 127 0.1
Totals
2019 100.0 100.0 207 100.0 81,111 100.0
2020 100.0 100.0 481 100.0 124,499 100.0
Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Open-End Home Mortgage Loans

The geographic distribution of open-end home mortgage loans reflects adequate penetration

throughout the assessment area. Lending in low-income tracts was comparable to aggregate data in
both 2019 and 2020. Lending in moderate-income tracts significantly trailed aggregate data in 2019
but improved notably in 2020 and was identical to the aggregate level in that year. As such, overall
performance under this criterion is adequate. The following table details the geographic distribution of
open-end home mortgage lending.
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Geographic Distribution of Open-End Home Mortgage Loans

Assessment Area: Columbus MSA

% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2019 7.7 3.7 3.1 221 1.8
2020 7.7 3.6 4 4.2 5,105 30.2
Moderate
2019 22.6 13.7 2 2.1 26 0.2
2020 22.6 13.5 13 13.5 1,129 6.7
Middle
2019 293 28.0 13 13.5 1,290 10.3
2020 29.3 25.6 12 12.5 929 5.5
Upper
2019 40.3 54.5 78 81.3 11,016 87.8
2020 40.3 57.3 67 69.8 9,767 57.7
Not Available
2019 0.0 0.1 0.0 0.0
2020 0.0 0.0 0.0 0.0
Totals
2019 100.0 100.0 96 100.0 12,553 100.0
2020 100.0 100.0 96 100.0 16,930 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Small Business Loans

The geographic distribution of small business loans reflects poor penetration throughout the

assessment area. Although lending in moderate-income tracts was comparable to aggregate data in
2019, lending in low-income tracts was significantly below aggregate data in 2019 and declined
further in 2020. As such, overall geographic distribution is poor. The following table details the
geographic distribution of small business lending.
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Geographic Distribution of Small Business Loans
Assessment Area: Columbus MSA
% of Aggregate
Tract Income Level Businesses Per:;)rmance # % $(000s) %
o of #

Low

2019 12.1 17.7 17 10.6 2,203 5.7

2020 12.1 -- 42 8.5 13,283 14.5
Moderate

2019 20.4 17.6 28 17.4 7,849 20.3

2020 20.3 -- 78 15.8 15,910 17.4
Middle

2019 254 23.0 42 26.1 12,802 33.1

2020 253 -- 133 26.9 25,723 28.1
Upper

2019 414 41.3 74 46.0 15,861 41.0

2020 41.7 -- 240 48.6 36,736 40.1
Not Available

2019 0.7 0.4 0 0.0 0 0.0

2020 0.7 -- 1 0.2 3 0.0
Totals

2019 100.0 100.0 161 100.0 38,715 100.0

2020 100.0 -- 494 100.0 91,655 100.0
Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data, "--" data not available.
Due to rounding, totals may not equal 100.0%

Borrower Profile

The distribution of borrowers reflects adequate penetration to individuals of different income levels
and business of different sizes. Although open-end home mortgage lending performance was poor,
adequate closed-end home mortgage and small business lending performance support the overall
conclusion.

Closed-End Home Mortgage Loans

The distribution of closed-end home mortgage loans reflects adequate penetration to retail customers
of different income levels. As shown in the following table, the bank’s lending to both low- and
moderate-income trailed aggregate data in 2019 but exceeded aggregate in 2020. Given this notable
improvement, performance under this criterion is adequate.
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Assessment Area: Columbus MSA

Distribution of Closed-End Home Mortgage Loans by Borrower Income Level

Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #
Low
2019 24.8 7.5 8 3.9 853 1.1
2020 24.8 7.8 50 10.4 4,835 3.9
Moderate
2019 17.5 19.8 17 8.2 2,815 3.5
2020 17.5 18.6 121 25.2 17,028 13.7
Middle
2019 19.0 20.3 32 15.5 6,149 7.6
2020 19.0 20.6 76 15.8 13,997 11.2
Upper
2019 38.6 34.6 134 64.7 54,243 66.9
2020 38.6 35.0 198 41.2 77,251 62.0
Not Available
2019 0.0 17.8 16 7.7 17,050 21.0
2020 0.0 18.0 36 7.5 11,388 9.1
Totals
2019 100.0 100.0 207 100.0 81,111 100.0
2020 100.0 100.0 481 100.0 124,499 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Open-End Home Mortgage Loans
The distribution of open-end home mortgage loans reflects poor penetration to retail customers of
different income levels. As shown in the following table, the bank’s lending to low- and moderate-

income borrowers significantly trailed aggregate data in both years.
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Distribution of Open-End Home Mortgage Loans by Borrower Income Level
Assessment Area: Columbus MSA
Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #

Low

2019 24.8 7.2 3 3.1 123 1.0

2020 24.8 7.8 3 3.1 134 0.8
Moderate

2019 17.5 16.8 5.2 449 3.6

2020 17.5 16.1 6 6.3 307 1.8
Middle

2019 19.0 22.4 7 7.3 723 5.8

2020 19.0 22.6 17 17.7 1,360 8.0
Upper

2019 38.6 50.8 69 71.9 8,827 70.3

2020 38.6 51.1 66 68.8 10,015 59.2
Not Available

2019 0.0 2.8 12 12.5 2,431 19.4

2020 0.0 2.4 4 4.2 5,115 30.2
Totals

2019 100.0 100.0 96 100.0 12,553 100.0

2020 100.0 100.0 96 100.0 16,930 100.0
Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Small Business Loans
The distribution of small business loans reflects adequate penetration to businesses of different sizes.
In 2019, the bank’s level of lending to businesses with revenues of $1 million or less was comparable
to aggregate data. Total lending to these businesses increased in 2020, but declined as a percentage of
overall lending, mostly due to the large number of PPP loans for which revenues were not reported.

Given these factors, overall performance is adequate.
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Distribution of Small Business Loans by Gross Annual Revenue Category
Assessment Area: Columbus MSA
% of Aggregate
Gross Revenue Level Businesses Per:;)rmance # % $(000s) %
o of #

<$1,000,000

2019 83.4 449 70 43.5 8,572 22.1

2020 83.6 -- 148 30.0 10,710 11.7
>$1,000,000

2019 5.6 -- 91 56.5 30,143 77.9

2020 5.4 -- 229 46.4 71,876 78.4
Revenue Not Available

2019 10.9 -- 0 0.0 0 0.0

2020 11.0 -- 117 23.7 9,069 9.9
Totals

2019 100.0 100.0 161 100.0 38,715 100.0

2020 100.0 -- 494 100.0 91,655 100.0
Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data, "--" data not available.
Due to rounding, totals may not equal 100.0%

Innovative or Flexible Lending Practices

The bank uses innovative and flexible lending practices in order to serve assessment area credit
needs. As shown in the following table, the bank funded 85 innovative and flexible loans totaling
more than $11 million during the evaluation period. These loans provided credit to individuals and
businesses that may not have otherwise qualified for traditional bank financing.

Innovative or Flexible Lending Programs — Columbus MSA
2018 2019 2020 YTD 2021 Totals

Type of Program

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Home Mortgage 11 1,862 9 1,980 13 2,009 17 3,220 50 9,071
Small Business 0 0 3 606 2 896 2 315 7 1,817
Consumer 3 7 10 87 9 13 6 14 28 121
Totals 14 1,869 22 2,673 24 2,918 25 3,549 85 11,009
Source: Bank Records

Community Development L.oans

The institution is a leader in making community development loans. The bank originated more than
$104 million in community development loans in this assessment area, primarily supporting
revitalization and stabilization of low- and moderate-income areas. Among all ten assessment
areas, community development lending volume was the second highest in this assessment area
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(trailing only the Indianapolis MSA). Thirteen of the bank’s community development loans totaling
$27.9 million in this assessment area were PPP loans.

The following table details the bank’s community development lending in this assessment area by
year and purpose.

Community Development Lending — Columbus MSA

Affordable Community Economic Revitalize or Totals
Activity Year Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
2018 0 0 0 0 0 0 0 0 0 0
2019 2 10,500 0 0 0 0 0 0 2 10,500
2020 2 8,133 0 0 0 0 8 19,764 10 27,897
YTD 2021 1 2,079 0 0 0 0 10 63,999 11 66,078
Total 5 20,712 0 0 0 0 18 83,763 23 | 104,475
Source: Bank Records

Examples of the bank’s community development loans in this assessment area are as follows:

e A $16.0 million loan funded the construction of a 180-unit multi-family community and
retail space. This project is in a city designated CRA zone available in Ohio and is part of a
city redevelopment plan for the low-income census tract.

e Another $16.0 million loan provided funding for the construction of a 480-unit market rent
and affordable housing multi-family project. The project is in a designated CRA zone,
which was created to assist in the redevelopment of the area.

e A $7.5 million loan assists in funding the affordable housing plan for an affordable housing
entity in central Ohio. The funds provide a source of capital for investment in affordable
housing development.

INVESTMENT TEST

The Investment Test rating is High Satisfactory for the Columbus MSA assessment area. The
bank’s relatively high level of qualified investments supports this conclusion.

Investment and Grant Activity

The institution made a relatively high level of community development investments. Investments in
this assessment area represented 7.4 percent of the bank’s total investment activity by dollar
volume, which is consistent with the proportion of overall bank operations in this assessment area.
Nearly all of these investments were new since the previous evaluation. Most of the investments in
this assessment area supported affordable housing. The following table details the qualified
investments and donations in this assessment area by year and purpose.
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Qualified Investments — Columbus MSA

Affordable Community Economic Revitalize or Totals
Activity Year Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Prior Period 1 392 0 0 0 0 0 0 1 392
2018 2 1,996 0 0 0 0 0 0 2 1,996
2019 1 253 0 0 0 0 0 0 1 253
2020 2 3,983 0 0 0 0 0 0 2 3,983
2021 4 6,000 0 0 1 2,000 0 0 5 8,000
Subtotal 10 12,624 0 0 1 2,000 0 0 11 14,624
Qualified Donations 1 5 30 221 2 9 0 0 33 235
Total 11 12,629 30 221 3 2,009 0 0 44 14,859
Source: Bank Data

Examples of the bank’s qualified investments in this assessment area are as follows:

e The bank invested $2.0 million in a Small Business Investment Company, which provided
financing to a qualified small business in the assessment area.

e The bank invested $6.0 million in Ohio Housing Finance Agency funds that financed the
purchase of owner-occupied residences by qualified low- and moderate-income borrowers.

e In 2020, the bank donated a total of $100,000 to 20 separate organizations responsive to the
needs of low- and moderate-income individuals affected by COVID-19. Examples include
donations to organizations providing housing, food, and other items.

Responsiveness to Credit and Community Development Needs

The bank demonstrated good responsiveness to credit and community development needs. Most
investments supported affordable housing, which is a significant community development need in
the assessment area.

Community Development Initiatives

The institution occasionally uses innovative or complex investments to support community
development initiatives. Some of the bank’s investments exhibited complex characteristics, such as
investments in Small Business Investment Companies that support economic development by
financing small businesses.

SERVICE TEST

The Service Test rating is Low Satisfactory for the Columbus MSA assessment area. Performance
under each Service Test criterion supports this rating.

Accessibility of Delivery Systems

Delivery systems are reasonably accessible to essentially all portions of the assessment area. As
shown in the following table, the bank does not maintain any offices in low-income tracts.
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However, the percentage of bank offices in moderate-income tracts significantly exceeds the
moderate-income tract population. Additionally, several bank offices are located approximately one
mile or less from low-income tracts.

Branch Distribution by Geography Income Level — Columbus MSA

E::,g Income Ofﬁizsrl(:li?sther Census Tracts Population Bank Branches

# % # % # % # %
Low 30 9.5 61 21.5 179,218 14.7 0 0.0
Moderate 53 16.9 76 26.7 318,477 26.2 3 42.8
Middle 82 26.1 69 243 323,937 26.6 2 28.6
Upper 144 459 75 26.4 381,160 314 2 28.6
N/A 5 1.6 3 1.1 12,969 1.1 0 0.0
Total 314 100.0 284 100.0 1,215,761 100.0 7 100.0
Source: 2015 ACS Data, 2020 Peer Deposit Data, and Bank Records. Due to rounding, totals may not equal 100.0.

Changes in Branch Locations

To the extent changes have been made, the institution’s opening and closing of branches has
generally not adversely affected the accessibility of its delivery systems, particularly in low- and
moderate-income geographies and to low- and moderate-income individuals. During the evaluation
period, the bank closed one office in this assessment area. This office was located in an upper-
income tract. As such, this closure did not disproportionately affect the accessibility of banking
services in low- and moderate-income areas.

Reasonableness of Business Hours and Services

Services and business hours do not vary in a way that inconveniences portions of the assessment
area, particularly low- and moderate-income geographies and individuals. Services and business
hours are generally consistent across all office locations in this assessment area. All offices offer
Saturday hours and drive-up services. Any variations in services or hours are minor and do not
predominantly affect low- and moderate-income areas.

Community Development Services

The bank provided an adequate level of community development services. The 29 qualified
services represent 7.0 percent of the bank’s qualified activities, which is consistent with its
operations in this market. Nearly all of these services supported the provision of community
services for low- and moderate-income individuals. The following table details the bank’s
community development services in this assessment area by year and purpose.
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Community Development Services — Columbus MSA

Affordable | Community Economic Revitalize or Totals

Activity Year Housing Services Development Stabilize

# # # # #
2018 0 9 0 0 9
2019 0 13 1 0 14
2020 0 2 0 0 2
YTD 2021 1 3 0 0 4
Total 1 27 1 0 29

Source: Bank Records

Examples of the bank’s community development services in this assessment area are as follows:
e A bank officer serves on the board of an entity providing nutrition and health services to
low-income persons in central Ohio.
e A bank officer serves on the board of an entity that provides services to homeless women.
e Bank officers taught financial education classes for low- and moderate-income persons at
entities providing services for those persons.

CINCINNATI, OH-IN MULTISTATE MSA — Full-Scope Review

CRA RATING FOR CINCINNATI MULTISTATE MSA: NEEDS TO IMPROVE

The Lending Test is rated: Needs to Improve
The Investment Test is rated: Low Satisfactory
The Service Test is rated: Needs to Improve

DESCRIPTION OF INSTITUTION’S OPERATIONS IN CINCINNATI
MULTISTATE MSA

The Cincinnati MSA assessment area includes Butler County, Ohio, and Union County, Indiana.
These two suburban counties are located north of Hamilton County, Ohio, where Cincinnati is
located. First Merchants operates two offices in this assessment area.

Economic and Demographic Data

The assessment area contains all 82 tracts in Butler and Union counties. According to 2015 ACS
data, these tracts reflect the following income designations:

e 11 low-income tracts

e 17 moderate-income tracts

¢ 30 middle-income tracts

e 2] upper-income tracts

e 3 tracts with no income designation
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All of the low- and moderate-income tracts, and nearly the entire assessment area population, are in
Butler County. Union County is one of the smallest counties in Indiana and is home to only slightly
more than 7,000 residents, compared to more than 370,000 in neighboring Butler County. Within
Butler County, most low- and moderate-income tracts are concentrated in the cities of Hamilton and
Middletown. Union County has only two census tracts, both of which are middle-income.

The following table details select economic and demographic characteristics of the assessment area.

Demographic Information of the Assessment Area

Assessment Area: Cincinnati MSA

Demographic Characteristics # 0}; oov;' " M(;)dztf‘z:#te l},/j:(::?; (gopgfe ; 0/1:‘:: 4
Geographies (Census Tracts) 82 13.4 20.7 36.6 25.6 3.7
Population by Geography 379,837 8.3 19.8 35.9 32.3 3.7
Housing Units by Geography 152,242 10.0 21.2 37.8 29.1 1.9
Owner-Occupied Units by Geography 95,642 4.7 15.7 41.6 37.7 0.2
Occupied Rental Units by Geography 42,041 18.0 31.8 30.7 14.7 4.8
Vacant Units by Geography 14,559 21.6 26.8 33.2 14.1 4.4
Businesses by Geography 21,462 12.6 15.7 33.9 36.0 1.8
Farms by Geography 740 3.8 10.9 59.2 25.7 0.4
Family Distribution by Income Level 95,286 20.9 17.9 20.3 40.9 0.0
Household Distribution by Income 137,683 23.2 15.8 17.8 43.2 0.0
Level
Median Family Income MSA - 17140 $69,949|Median Housing Value $149,004
Cincinnati, OH-KY-IN MSA
Families Below Poverty Level 9.5%|Median Gross Rent $816

Source: 2015 ACS and 2020 D&B Data. Due to rounding, totals may not equal 100.0%
(*) The NA category consists of geographies that have not been assigned an income classification.

According to United States Bureau of Labor Statistics data, unemployment rates in both counties
have declined substantially since the onset of the COVID-19 pandemic. However, unemployment
rates in Butler County have remained consistently higher than in Union County. As of June 2021,
the unemployment rate in Butler County was 5.9 percent, and the rate in Union County was 3.1
percent. However, the labor force in Butler County is more than 50 times as large as that of Union
County.

According to Moody’s Analytics, the economic recovery in the entire Cincinnati MSA is
strengthening and is now outpacing both Ohio and the nation. Within the assessment area, major
employers include Miami University, Cincinnati Financial, and GE Aviation, all of which are in
Butler County.

The following table presents the Cincinnati MSA median family income levels for 2019 and 2020,
as updated by the FFIEC.
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Median Family Income Ranges — Cincinnati MSA (17140)

Median Family Incomes Low Moderate Middle Upper
y <50% 50% to <80% 80% to <120% >120%

2019 ($76,700) <§$38,350 $38,350 to <§61,360 $61,360 to <§92,040 >$92,040

2020 ($80,100) <§40,050 $40,050 to <§64,080 $64,080 to <$96,120 >$96,120

Source: FFIEC

Competition

The assessment area is moderately competitive in the market for financial services. Given the
population differences, Butler County is much more highly competitive than Union County.
According to FDIC Deposit Market Share data as of June 30, 2021, 20 banks operated 87 offices in
Butler County. Of these banks, First Merchants ranked 14", with a deposit market share of 0.4
percent. In contrast, only two banks operate three total offices in Union County, and First
Merchants has the higher deposit market share at 54.6 percent. In terms of lending, First Merchants
is not a leading home mortgage or small business lender in the assessment area. According to 2020
HMDA aggregate data and 2019 CRA aggregate data, First Merchants’ market shares for both
products was less than one percent by both number and dollar volume across the two counties.

Community Contacts

Examiners reviewed a recent contact with a local affordable housing organization that operates in
the assessment area. The contact cited affordable housing as a significant need in the assessment
area. Specifically, there is a need for additional housing in the $75,000 to $100,000 range. Also in
demand are programs that serve the needs of low- and moderate-income individuals, such as down
payment assistance programs and alternative credit programs that offer flexible underwriting
standards. The contact noted that local financial institutions could be more responsive to the credit
needs of underserved low- and moderate-income neighborhoods throughout the Cincinnati MSA.

Credit and Community Development Needs and Opportunities

As noted in the previous section, affordable housing is a significant need in the assessment area,
along with various lending programs and financial education tailored to the needs of low- and
moderate-income borrowers. Opportunities for revitalization and stabilization are present,
particularly in the low- and moderate-income areas of Hamilton and Middletown, both of which are
in Butler County. Finally, community services for low- and moderate-income individuals remains a
significant need.

SCOPE OF EVALUATION — CINCINNATI MULTISTATE MSA

The scope of evaluation in the Cincinnati Multistate MSA rated area is largely identical to the
overall scope of evaluation for the institution. However, given the very low volume of small farm
lending in this assessment area, examiners did not analyze that product. Examiners conducted a
full-scope review of the Cincinnati MSA assessment area, which is the only assessment area in this
rated area.
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CONCLUSIONS ON PERFORMANCE CRITERIA IN CINCINNATI
MULTISTATE MSA

LENDING TEST
The Lending Test rating is Needs to Improve for the Cincinnati MSA rated area. The bank’s poor
geographic distribution, lack of community development lending, and limited flexible lending

practices in this assessment area negatively impacted performance under the Lending Test.

Lending Activity

Lending levels reflect adequate responsiveness to assessment area credit needs. The bank’s lending
levels are low in this assessment area relative to its other markets. Overall, the bank’s lending volume
in the Cincinnati MSA (at 0.6% of total loans) is relatively consistent with the percentage of deposits
that it attracted from the offices in this market (0.7%). The following table details First Merchants’
2019 and 2020 originations by loan type in the assessment area.

Lending Activity — Cincinnati MSA

Loan Product 2019 # 2019 $(000) 2020 # 2020 $(000)
Closed-End Home Mortgage 12 2,241 18 2,476
Open-End Home Mortgage 16 1,037 19 2,096
Subtotal: Home Mortgage 28 3,278 37 4,572
Small Business 16 2,472 50 3,887
Small Farm 13 1,946 13 2,337
TOTAL 57 7,696 100 10,796
Source: Bank Data

Geographic Distribution

The geographic distribution of loans reflects poor penetration throughout the assessment area. Poor
performance of closed-end home mortgage lending, open-end home mortgage lending, and small
business lending support this overall conclusion.

Closed-End Home Mortgage Loans

The geographic distribution of closed-end home mortgage loans reflects poor penetration throughout
the assessment area. In 2019, the bank did not originate any closed-end home mortgage loans in low-
or moderate-income tracts, and the bank did not originate any closed-end loans in low-income tracts in
2020. In 2019, the bank originated three closed-end loans in moderate-income tracts, exceeding
aggregate data. However, overall geographic distribution remains poor. Additionally, performance
has declined since the previous evaluation. For example, in 2016, the bank originated 10 home
mortgage purchase loans in moderate-income tracts in this assessment area. The following table
details the geographic distribution of closed-end home mortgage lending.
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Geographic Distribution of Closed-End Home Mortgage Loans
Assessment Area: Cincinnati MSA
% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2019 4.7 3.5 0 0.0 0 0.0
2020 4.7 2.7 0 0.0 0 0.0
Moderate
2019 15.7 14.0 0 0.0 0 0.0
2020 15.7 11.9 3 16.7 307 12.4
Middle
2019 41.6 38.7 9 75.0 1,370 61.1
2020 41.6 37.4 7 38.9 667 26.9
Upper
2019 37.7 43.5 2 16.7 321 14.3
2020 37.7 47.6 8 44.4 1,502 60.7
Not Available
2019 0.2 0.3 1 8.3 550 24.5
2020 0.2 0.3 0 0.0 0 0.0
Totals
2019 100.0 100.0 12 100.0 2,241 100.0
2020 100.0 100.0 18 100.0 2,476 100.0
Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Open-End Home Mortgage Loans
The geographic distribution of open-end home mortgage loans reflects poor penetration throughout the

assessment area. Across both 2019 and 2020, the bank originated only one open-end home mortgage
loan in a moderate-income tract and no open-end loans in low-income tracts. The following table

details the geographic distribution of open-end home mortgage lending.
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Geographic Distribution of Open-End Home Mortgage Loans

Assessment Area: Cincinnati MSA

% of Owner- Aggregate
Tract Income Level Occupied Performance # % $(000s) %
Housing Units % of #
Low
2019 4.7 1.7 0.0 0 0.0
2020 4.7 1.9 0.0 0 0.0
Moderate
2019 15.7 7.5 0 0.0 0 0.0
2020 15.7 6.8 1 5.3 50 2.4
Middle
2019 41.6 35.5 14 87.5 845 81.5
2020 41.6 36.2 15 78.9 1,881 89.7
Upper
2019 37.7 553 1 6.3 35 34
2020 37.7 55.0 2 10.5 135 6.4
Not Available
2019 0.2 0.1 1 6.3 157 15.1
2020 0.2 0.1 1 5.3 30 1.4
Totals
2019 100.0 100.0 16 100.0 1,037 100.0
2020 100.0 100.0 19 100.0 2,096 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Small Business Loans

The geographic distribution of small business loans reflects poor penetration throughout the
assessment area. Lending was below applicable aggregate and demographic data in low- and
moderate-income tracts in both 2019 and 2020, as reflected in the following table.
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Geographic Distribution of Small Business Loans
Assessment Area: Cincinnati MSA
% of Aggregate
Tract Income Level Businesses Per:;)rmance # % $(000s) %
o of #

Low

2019 12.4 12.5 0 0.0 0 0.0

2020 12.6 -- 2 4.0 190 4.9
Moderate

2019 15.6 14.2 2 12.5 389 15.7

2020 15.7 -- 1 2.0 120 3.1
Middle

2019 34.1 33.2 10 62.5 1,573 63.6

2020 339 -- 27 54.0 1,291 332
Upper

2019 36.1 39.1 1 6.2 50 2.0

2020 36.0 -- 2 4.0 1,030 26.5
Not Available

2019 1.7 0.9 3 18.8 460 18.6

2020 1.8 -- 18 36.0 1,256 323
Totals

2019 100.0 100.0 16 100.0 2,472 100.0

2020 100.0 -- 50 100.0 3,887 100.0
Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data
Due to rounding, totals may not equal 100.0%

Borrower Profile

The distribution of borrowers reflects good penetration to individuals of different income levels and
business of different sizes. While open-end home mortgage lending was stronger under this
criterion, the conclusion is supported by results in the other two product lines.

Closed-End Home Mortgage Loans

The distribution of closed-end home mortgage loans reflects good penetration to retail customers of
different income levels. As shown in the following table, the bank’s lending to low- and moderate-
income borrowers was comparable to or above aggregate levels in both 2019 and 2020. For example,
in 2020, the bank’s lending was well above aggregate levels for both income categories.
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Distribution of Closed-End Home Mortgage Loans by Borrower Income Level
Assessment Area: Cincinnati MSA
Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #

Low

2019 20.9 9.1 2 16.7 129 5.8

2020 20.9 8.1 4 222 434 17.5
Moderate

2019 17.9 19.3 2 16.7 188 8.4

2020 17.9 18.0 5 27.8 647 26.1
Middle

2019 20.3 21.3 3 25.0 473 21.1

2020 20.3 21.2 4 22.2 488 19.7
Upper

2019 40.9 33.5 4 333 901 40.2

2020 40.9 34.8 5 27.8 907 36.6
Not Available

2019 0.0 16.8 1 8.3 550 24.5

2020 0.0 17.9 0 0.0 0 0.0
Totals

2019 100.0 100.0 12 100.0 2,241 100.0

2020 100.0 100.0 18 100.0 2,476 100.0
Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Open-End Home Mortgage Loans

The distribution of open-end home mortgage loans reflects excellent penetration to retail customers of
different income levels. As shown in the following table, the bank’s lending to low- and moderate-
income borrowers was above (in many cases, significantly above) aggregate levels in both 2019 and
2020.

134

138



Distribution of Open-End Home Mortgage Loans by Borrower Income Level

Assessment Area: Cincinnati MSA

Aggregate
Borrower Income Level % of Families | Performance # % $(000s) %
% of #
Low
2019 20.9 6.0 1 6.3 20 1.9
2020 20.9 8.5 3 15.8 152 7.3
Moderate
2019 17.9 16.3 7 43.8 389 37.5
2020 17.9 13.0 5 26.3 210 10.0
Middle
2019 20.3 23.4 25.0 339 32.7
2020 20.3 21.9 21.1 153 7.3
Upper
2019 40.9 514 3 18.8 132 12.8
2020 40.9 51.5 7 36.8 1,581 75.4
Not Available
2019 0.0 2.9 1 6.3 157 15.1
2020 0.0 5.1 0 0.0 0 0.0
Totals
2019 100.0 100.0 16 100.0 1,037 100.0
2020 100.0 100.0 19 100.0 2,096 100.0

Source: 2015 ACS; Bank Data; 2019 & 2020 HMDA Aggregate Data
Due to rounding, totals may not equal 100.0%

Small Business Loans
The distribution of small business borrowers reflects good penetration among businesses of different
sizes. As shown in the following table, small business lending to businesses with revenues of $1

million or less was well above aggregate in 2019, the most recent year for which aggregate data was

available.
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Distribution of Small Business Loans by Gross Annual Revenue Category

Assessment Area: Cincinnati MSA

% of Aggregate
Gross Revenue Level Businesses Perf/ormance # % $(000s) %
o of #

<$1,000,000

2019 82.2 49.0 11 68.8 1,139 46.1

2020 82.1 -- 29 58.0 1,281 33.0
>$1,000,000

2019 5.8 -- 5 31.3 1,333 53.9

2020 5.7 -- 10 20.0 2,211 56.9
Revenue Not Available

2019 12.1 -- 0 0.0 0 0.0

2020 12.2 -- 11 22.0 395 10.2
Totals

2019 100.0 100.0 16 100.0 2,472 100.0

2020 100.0 -- 50 100.0 3,887 100.0

Source: 2019 & 2020 D&B Data; Bank Data; 2019 CRA Aggregate Data; "--" data not available.
Due to rounding, totals may not equal 100.0%

Innovative or Flexible Lending Practices

The bank makes little use of innovative and flexible lending practices in order to serve assessment
area credit needs. As shown in the following table, the bank funded 14 innovative and flexible
loans totaling less than $1 million during the evaluation period.

Innovative or Flexible Lending Programs — Cincinnati MSA

2018 2019 2020 YTD 2021 Totals
Type of Program
# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Home Mortgage 1 48 4 541 0 0 0 0 5 589
Small Business 0 0 1 50 0 0 0 0 1 50
Consumer 2 8 5 20 1 3 0 0 8 31
Totals 3 56 10 611 1 3 0 0 14 670

Source: Bank Records

Community Development Loans

The bank did not originate any community development loans in this assessment area.

INVESTMENT TEST

The Investment Test rating is Low Satisfactory for the Cincinnati MSA rated area. The bank’s
adequate level of qualified investments supports this conclusion.
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Investment and Grant Activity

The bank has an adequate level of qualified community development investments and grants. The
bank made two investments totaling $448,000 in this assessment area, both of which were
mortgage-backed securities that supported affordable housing for low- and moderate-income
borrowers.

Responsiveness to Credit and Community Development Needs

The bank demonstrated adequate responsiveness to credit and community development needs. Both
investments supported affordable housing, which is a significant community development need in
the assessment area.

Community Development Initiatives

The bank does not use innovative or complex investments to support community development
initiatives. Both investments in this assessment area were traditional mortgage-backed securities
routinely used by private investors.

SERVICE TEST
The Service Test rating is Needs to Improve for the Cincinnati MSA rated area. Specifically, weak
performance under the accessibility of delivery systems and community development services

criteria negatively impacted the bank’s Service Test rating.

Accessibility of Delivery Systems

Delivery systems are accessible to limited portions of the assessment area. As shown in the
following table, the bank does not maintain any offices in low- or moderate-income census tracts.
Additionally, the bank does not operate any ATMs in this assessment area in close proximity to
low- or moderate-income areas.

Branch Distribution by Geography Income Level — Cincinnati MSA

Tract Income Ofﬁiisn(:lizther Census Tracts Population Bank Branches
Level # % # % E % i %
Low 15 14.8 11 13.4 31,509 8.3 0 0.0
Moderate 12 11.9 17 20.7 75,288 19.8 0 0.0
Middle 37 36.6 30 36.6 136,546 359 1 50.0
Upper 33 32.7 21 25.6 122,563 323 0 0.0
N/A 4 4.0 3 3.7 13,931 3.7 1 50.0
Total 101 100.0 82 100.0 379,837 100.0 2 100.0
Source: 2015 ACS Data, 2020 Peer Deposit Data, and Bank Records. Due to rounding, totals may not equal 100.0.
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Both offices are located a substantial distance from most of the low- and moderate-income census
tracts in the assessment area. One office is located in Union County, Indiana, which contains only
middle-income tracts. The other office is located in Oxford in the northwestern corner of Butler
County, Ohio. The closest low- or moderate-income tract is a 20-minute drive from this branch.
The majority of low- and moderate-income census tracts are located even further away in the
eastern portions of Butler County. Most of these tracts are at least a 30-minute drive or further from
the Oxford branch. As such, delivery systems are not readily accessible to the majority of low- and
moderate-income portions of the assessment area.

Changes in Branch Locations

The bank did not open or close any branches in this assessment area during the evaluation period.
Therefore, this criterion did not affect the Service Test rating.

Reasonableness of Business Hours and Services

Services and business hours do not vary in a way that inconveniences portions of the assessment
area, particularly low- and moderate-income geographies and individuals. Services and business
hours are virtually identical across the two offices. Both offer Saturday hours and drive-up services.
Any variations in services or hours are minor and do not predominantly affect low- and moderate-
income areas.

Community Development Services

The bank provides few community development services in this assessment area. Throughout the
evaluation period, the bank provided only one community development service in this assessment
area. This service involved a bank officer providing financial education at a school with primarily
low- and moderate-income students.
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APPENDICES
LARGE BANK PERFORMANCE CRITERIA

Lending Test

The Lending Test evaluates the bank’s record of helping to meet the credit needs of its assessment
area(s) through its lending activities by considering a bank’s home mortgage, small business, small
farm, and community development lending. If consumer lending constitutes a substantial majority
of a bank’s business, the FDIC will evaluate the bank’s consumer lending in one or more of the
following categories: motor vehicle, credit card, other secured, and other unsecured. The bank’s
lending performance is evaluated pursuant to the following criteria:

1) The number and amount of the bank’s home mortgage, small business, small farm, and
consumer loans, if applicable, in the bank’s assessment area;

2) The geographic distribution of the bank’s home mortgage, small business, small farm, and
consumer loans, if applicable, based on the loan location, including:

1. The proportion of the bank’s lending in the bank’s assessment area(s);
ii.  The dispersion of lending in the bank’s assessment areas(s); and
iii.  The number and amount of loans in low-, moderate-, middle- and upper-income
geographies in the bank’s assessment area(s);

3) The distribution, particularly in the bank’s assessment area(s), of the bank’s home mortgage,
small business, small farm, and consumer loans, if applicable, based on borrower
characteristics, including the number and amount of:

i.  Home mortgage loans low-, moderate-, middle- and upper-income individuals
ii.  Small business and small farm loans to businesses and farms with gross annual
revenues of $1 million or less;
iii.  Small business and small farm loans by loan amount at origination; and
iv.  Consumer loans, if applicable, to low-, moderate-, middle- and upper-income
individuals;

4) The bank’s community development lending, including the number and amount of
community development loans, and their complexity and innovativeness; and

5) The bank’s use of innovative or flexible lending practices in a safe and sound manner to
address the credit needs of low- and moderate-income individuals or geographies.

Investment Test

The Investment Test evaluates the institution’s record of helping to meet the credit needs of its
assessment area(s) through qualified investments that benefit its assessment area(s) or a broader
statewide or regional area that includes the bank’s assessment area(s). Activities considered under
the Lending or Service Test may not be considered under the investment test. The bank’s
investment performance is evaluated pursuant to the following criteria:

1) The dollar amount of qualified investments;

2) The innovativeness or complexity of qualified investments;

3) The responsiveness of qualified investments to available opportunities; and

4) The degree to which qualified investments are not routinely provided by private investors.
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Service Test

The Service Test evaluates the bank’s record of helping to meet the credit needs of its assessment
area(s) by analyzing both the availability and effectiveness of the bank’s systems for delivering
retail banking services and the extent and innovativeness of its community development services.

The bank’s retail banking services are evaluated pursuant to the following criteria:

1)

2)

3)

4)

The current distribution of the bank’s branches among low-, moderate-, middle-, and upper-
income geographies;

In the context of its current distribution of the bank’s branches, the bank’s record of opening
and closing branches, particularly branches located in low- or moderate-income geographies
or primarily serving low- or moderate-income individuals;

The availability and effectiveness of alternative systems for delivering retail banking
services (e.g., RSFs, RSFs not owned or operated by or exclusively for the bank, banking by
telephone or computer, loan production offices, and bank-at-work or bank-by-mail
programs) in low- and moderate-income geographies and to low- and moderate-income
individuals; and

The range of services provided in low-, moderate-, middle-, and upper-income geographies
and the degree to which the services are tailored to meet the needs of those geographies.

The bank’s community development services are evaluated pursuant to the following criteria:

1)
2)

The extent to which the bank provides community development services; and
The innovativeness and responsiveness of community development services.
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SCOPE OF EVALUATION

SCOPE OF EVALUATION
TIME PERIOD REVIEWED June 6, 2018, to September 29, 2021
FINANCIAL INSTITUTION First Merchants Bank
PRODUCTS REVIEWED Closed-end home mortgage, open-end home
mortgage, small business, and small farm loans

LIST OF ASSESSMENT AREAS AND TYPE OF EVALUATION

TYPE OF BRANCHES OTHER
ASSESSMENT AREA EXAMINATION VISITED INFORMATION
Indianapolis-Carmel-Anderson, Full-Scope None None
IN MSA

Full-Scope None None
Nonmetropolitan Indiana

Limited-Scope None None
Muncie, IN MSA
Lafayette-West Lafayette, IN Limited-Scope None None
MSA
Limited-Scope None None

Fort Wayne, IN MSA
Chicago-Naperville-Elgin, IL-IN- Full-Scope None None
WI MSA

Full-Scope None None
Monroe, MI MSA
Detroit-Warren-Dearborn, MI Limited-Scope None None
MSA

Full-Scope None None
Columbus, OH MSA

Full-Scope None None

Cincinnati, OH-KY-IN MSA
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SUMMARY OF RATINGS FOR RATED AREAS

Rated Area Lending Test Investment Test Service Test Rating

Indiana High Satisfactory Outstanding Low Satisfactory Satisfactory
Chicago IL-IN High Satisfactory Outstanding Low Satisfactory Satisfactory
Multistate MSA

Michigan Low Satisfactory Low Satisfactory Low Satisfactory Satisfactory
Ohio High Satisfactory High Satisfactory Low Satisfactory Satisfactory
Cincinnati OH-IN | Needs to Improve Low Satisfactory Needs to Improve Needs to Improve
Multistate MSA
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DESCRIPTION OF LIMITED-SCOPE ASSESSMENT AREAS

Rated Area: Indiana
Muncie, IN MSA

The Muncie MSA assessment area consists of all of Delaware County, Indiana. The following table
details select demographic and economic information for the assessment area.

Demographic Information of the Assessment Area
Assessment Area: Muncie MSA

Demographic Characteristics # 0/10‘ OOV; 4 M(;)dztf‘z:#te lgjc::}l; (SOP(I)’: L 0/1:‘:: 4
Geographies (Census Tracts) 30 13.3 30.0 26.7 23.3 6.7
Population by Geography 117,335 5.7 25.0 273 33.8 8.2
Housing Units by Geography 52,348 8.0 27.7 28.5 32.5 3.3
Owner-Occupied Units by Geography 29,208 3.8 21.6 30.3 43.5 0.8
Occupied Rental Units by Geography 16,553 10.9 36.1 26.8 18.6 7.6
Vacant Units by Geography 6,587 19.4 33.7 24.7 18.6 3.6
Businesses by Geography 6,916 5.5 28.1 28.2 33.5 4.8
Farms by Geography 295 1.4 9.8 39.0 49.5 0.3
Family Distribution by Income Level 27,584 21.7 16.8 20.8 40.7 0.0
Household Distribution by Income 45,761 254 14.4 18.4 41.8 0.0
Level
Median Family Income MSA - 34620 $51,935|Median Housing Value $84,263
Muncie, IN MSA
Families Below Poverty Level 13.0%|Median Gross Rent $694

Source: 2015 ACS and 2020 D&B Data. Due to rounding, totals may not equal 100.0%

(*) The NA category consists of geographies that have not been assigned an income classification.

The Muncie MSA is heavily dependent on the presence of Ball State University, which is a top
employer in the area along with Indiana University Health Ball Memorial Hospital. According to
Moody’s Analytics, Muncie’s economy has struggled to grow employment since late 2020. Asa
result, Delaware County’s unemployment rate remains higher than the statewide rate. Furthermore,
of all of the bank’s Indiana assessment areas, the Muncie MSA has the highest percentage of
families below the poverty level at 13.0 percent.

In terms of market share, First Merchants is the dominant financial institution in the Muncie MSA.
According to FDIC Deposit Market Share data as of June 30, 2021, six banks operated 23 offices in
the assessment area. Of these banks, First Merchants ranked first, with a deposit market share of
53.7 percent. According to 2020 HMDA aggregate data, First Merchants was the second ranked
home mortgage lender in the assessment area. In addition, according to 2019 CRA aggregate data,
First Merchants was the top small business lender by dollar volume in the assessment area.
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Lafayette, IN MSA

The Lafayette MSA assessment area consists of all of Carroll and Tippecanoe counties in Indiana.
The following table details select demographic and economic information for the assessment area.

Demographic Information of the Assessment Area

Assessment Area: Lafayette MSA

Demographic Characteristics # ;; oov;' " M&df’ﬁ:e 1:,2‘::}1; }/Jopg: ;; 0/1:‘:: 4
Geographies (Census Tracts) 44 6.8 22.7 36.4 27.3 6.8
Population by Geography 200,966 5.5 18.4 35.0 32.9 8.2
Housing Units by Geography 82,592 6.2 21.5 37.3 32.1 2.9
Owner-Occupied Units by Geography 42,041 1.0 15.8 40.7 42.3 0.1
Occupied Rental Units by Geography 33,508 12.1 28.5 323 21.1 5.9
Vacant Units by Geography 7,043 9.3 22.6 40.0 23.1 5.0
Businesses by Geography 12,548 3.9 28.6 31.4 32.6 3.5
Farms by Geography 804 0.9 9.0 52.0 38.2 0.0
Family Distribution by Income Level 43,180 20.4 16.1 23.0 40.5 0.0
Household Distribution by Income 75,549 25.5 15.1 17.7 41.6 0.0
Level
Median Family Income MSA - 29200 $62,682|Median Housing Value $133,363
Lafayette-West Lafayette, IN MSA
Families Below Poverty Level 10.8% [Median Gross Rent $833

Source: 2015 ACS and 2020 D&B Data. Due to rounding, totals may not equal 100.0%
(*) The NA category consists of geographies that have not been assigned an income classification.

Lafayette’s economy is heavily dependent on the presence of Purdue University, which is by far the
top employer in the assessment area. According to Moody’s Analytics, Lafayette’s economy has
been recovering quickly in 2021 following two years of stagnation. The unemployment rates in
both assessment area counties have hovered around 4.0 percent in recent months, similar to the
Indiana statewide rate.

According to FDIC Deposit Market Share data as of June 30, 2021, First Merchants had the second
highest deposit market share among 16 assessment area banks at 23.4 percent. First Merchants was
the third ranked home mortgage lender in the assessment area according to 2020 HMDA aggregate
data. The bank was also the top small business and small farm lender by dollar volume according to
2019 CRA aggregate data.
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Fort Wayne, IN MSA

The Fort Wayne MSA assessment area consists of all of Allen County, Indiana. The following
table details select demographic and economic information for the assessment area.

Demographic Information of the Assessment Area
Assessment Area: Fort Wayne MSA

Demographic Characteristics # (;; oov; " M‘?/odz?;te lt,ijc:::.l; 30p£fe ; 0/1:1:: "
Geographies (Census Tracts) 96 12.5 25.0 36.5 22.9 3.1
Population by Geography 363,453 10.6 19.4 38.8 30.5 0.7
Housing Units by Geography 153,860 11.3 21.5 38.8 27.9 0.5
Owner-Occupied Units by Geography 96,765 6.7 15.1 42.0 36.1 0.1
Occupied Rental Units by Geography 43,771 17.8 31.6 35.1 14.4 1.2
Vacant Units by Geography 13,324 23.5 34.6 27.9 13.0 1.1
Businesses by Geography 29,276 7.7 19.6 34.6 33.5 4.6
Farms by Geography 877 3.6 10.0 48.1 