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The annual meeting of stockholders will take place at 11:00 a.m. on April 17,2001
at One M&T' Plaza in Buffalo.

M&T Bank Corporation is a bank holding company headquartered in
Buffalo, New York, which had assets of $28.9 billion at December 31,2000.
Mg&T Bank Corporation’s subsidiaries include Manufacturers and Traders

Trust Company and M&I' Bank, National Association.

Manufacturers and Traders Trust Company has offices throughout New
York State, Pennsylvania, Maryland and West Virginia, and has an office in

Nassau, The Bahamas. Major subsidiaries include:

Highland Lease Corporation M&T Real Estate, Inc.
M&T Credit Corporation Mg&T Securities, Inc.
M&T Financial Corporation Matthews, Bartlett &

M&T Mortgage Corporation Dedecker, Inc.



M&T BANK CORPORATION AND SUBSIDIARIES

Financial Highlights

2000 1999 Change
For the year
Performance Net income (thousands) . . . ... ........ $286,156 265,626 + 8%
Return on
Average assets . . . ..o 1.21% 1.26%
Average common equity. . . . . ... ... .. 14.07% 15.30%
Net interest margin . . . . ... ... ....... 4.02% 4.02%
Net charge-offs/average loans. . . . . ... ... .16% .25%
Efficiency ratio™. . . ... ... ... ... 56.06% 54.80%
Per common share data Basicearnings . . . ... ... L $ 355 341 + 4%
Diluted earnings. . . . .. ... . ... ... .. 3.44 3.28 + 5%
Cash dividends. . . .. ............... .625 45 +39%
Cash (tangible) operating results® Net income (thousands)® . . ... ... ... .. $358,639 311,001 +15%
Diluted earnings per common share . . . . . . 4.31 3.84 +12%
Return on
Average tangible assets. . . . ... ... ... 1.56% 1.52%
Average tangible common equity. . . . . . . . 27.65% 26.71%
Efficiency ratio®. . . . ... ... L. 50.22% 50.06%
At December 31
Balance sheet data (millions) Loans and leases,
net of unearned discount . . . ... ... ... $ 22,743 17,407 +31%
Totalassets. . . . ... ... 28,949 22,409 +29%
Deposits . . ... 20,233 15,374 +32%
Stockholders’ equity . . ... ... ... ... 2,700 1,797 +50%
Loan quality Allowance for credit losses/net loans. . . . . . . 1.65% 1.82%
Nonperforming assets ratio . . . ... ...... .55% A47%
Capital Tier 1 risk-based capital ratio . . . .. ... ... 7.49% 8.27%
Total risk-based capital ratio . . . . . . ... ... 11.19% 10.25%
Leverageratio . . .. ....... . ... ..... 6.66% 6.92%
Common equity/total assets. . . . ... ... .. 9.33% 8.02%
Common equity (book value) per share . . . . . $ 2893 23.24 + 24%
Tangible common equity per share . . . . .. .. 16.74 15.14 +11%
Market price per share
Closing. . . ... ..., 68.00 41.43 + 64%
High .. ... ... ... .. ... .. 68.42 58.25
Low. . ..o 35.70 40.60

@) Excludes impact of nonvecurring merger-related expenses and net securities transactions.
® Excludes amortization and balances related to goodwill and cove deposit intangible and nonvecurring merger-related expenses which, except in
the calculation of the efficiency ratio, ave net of applicable income tax effects.
) Cash net income excludes the after-tax impact of nonvecurring merger-related expenses of $16.4 million or $.20 per diluted sharve in 2000 and
$3.0 million or $.03 per diluted share in 1999.



DILUTED EARNINGS
PER COMMON SHARE

1996 | 1997 | 1998 | 1999 | 2000

$2.19 $2.61 $3.17 $3.84 $4.31
W $2.11 $253 $2.62 $3.28 $3.44

Cash diluted®
B Diluted

NET INCOME
In millions

1996 | 1997 | 1998 | 1999 | 2000

M $156.7 $182.4 $251.9 $311.0 $358.6
W $151.1 $176.2 $208.0 $265.6 $286.2

[ Cash net income®
B Net income

RETURN ON AVERAGE COMMON
STOCKHOLDERS’” EQUITY

1996 | 1997 | 1998 | 1999 | 2000

118.79% 19.56% 23.08% 26.71% 27.65%
W 17.60% 18.49% 13.86% 15.30% 14.07%

1 Cash return on average tangible common
stockholders’ equity®
M Return on average common stockholders’

equity

STOCKHOLDERS’ EQUITY
PER COMMON SHARE AT YEAR-END

1996 | 1997 | 1998 | 1999 | 2000

$1355 $1559 $20.79 $23.24 $2893
W $1326 $15.32 $1399 $15.14 $16.74

Stockholders’ equity per common share
at year-end

W Tangible stockholders’” equity per common
share at year-end

@ Excludes nonrecurring merger-velated expenses, net of applicable income tax effects.




MESSAGE TO STOCKHOLDERS



he year 2000 saw a continuation of M&I' Bank Corporation’s pattern

of posting double-digit growth in diluted cash earnings per share.
After factoring in the over 17 million shares of common stock and equivalents
added in connection with the merger with Keystone Financial, Inc. (Keystone)
on October 6 of last year, diluted cash earnings per share tallied $4.31 in 2000,
a rise of 12% from $3.84 in 1999. For purposes of meaningful comparison,
earnings per share for both years, and indeed for all years presented in this
report, are stated to reflect last year’s ten-for-one split of M&I’s common stock
as if a ten-fold increase in diluted shares outstanding had occurred in each year.
As a result, the cited per share calculations were based on 83.2 million diluted
shares in 2000 and 80.9 million in 1999.

In dollar total, cash net income rose to $358.6 million last year, an
increase of 15% from $311.0 million in 1999.

The results for both years exclude the after-tax impact of nonrecurring
merger-related expenses and the noncash charges associated with amortization
of goodwill and core deposit intangible resulting from M&I’s use of the
purchase method of accounting for acquisitions. After tax effect, merger-related
expenses in 2000 totaled $16.4 million, or 20 cents per diluted share. In 1999,
similar expenses amounted after tax effect to $3.0 million, or 3 cents per
diluted share. Noncash charges for amortization of goodwill and core deposit
intangible, also net of tax consequences, were $56.1 million in 2000 and
$42 .4 million in 1999. On a per share basis, these amortization charges equaled
67 cents and 53 cents, respectively.

Cash net income in 2000, excluding merger-related expenses, produced a
rate of return on average tangible assets of 1.56% and a return on average
tangible stockholders’ equity of 27.65%. Both ratios were improved from
1999s 1.52% return on average tangible assets and 26.71% on average tangible
stockholders’ equity.

As a result of our use of the purchase method of accounting for our
merger with Keystone, as with previous acquisitions, cash earnings per share
and cash net income differ from those determined using generally accepted
accounting principles (GAAP), which prescribe that nonrecurring merger-
related expenses and noncash charges for amortization of goodwill and core

deposit intangible be included in the measurement of net income. In 2000,



M&T’s GAAP-basis diluted earnings per share were $3.44, an improvement of
5% from $3.28 in 1999. Similarly determined, net income was $286.2 million
last year. That was 8% above 1999’s $265.6 million.

The GAAP-basis return on average total assets was 1.21% in 2000 and
1.26% in 1999. It was 14.07% on average stockholders’ equity in 2000 and
15.30% in 1999.

We have long believed that earnings calculated on a cash basis represent a
relevant measure of operating results which captures performance exclusive of
differences linked merely to our use of the purchase rather than the pooling
method of accounting. We note with interest that the Financial Accounting
Standards Board has proposed rules changes under which goodwill would no
longer be amortized, potentially leading, in effect, to a convergence of cash and
GAAP earnings calculations.

The merger with Keystone added $7.4 billion of assets to our balance
sheet, including $4.8 billion of loans, and $6.4 billion of liabilities, including
$5.2 billion of deposits in 187 branch offices. Shares of common stock and
common stock equivalents issued to complete the merger enlarged M&I’s
stockholders’ equity by $664 million. In the aggregate, Keystone sharcholders
also received $375 million in cash making the total price tag $1.04 billion.

At December 31, 2000, M&T had total assets of $28.9 billion, an
increase of $6.5 billion, or 29% from a year earlier. Deposits added up to
$20.2 billion at the year’s end, an increase of 32% from the end of 1999.
Stockholders’ equity stood at $2.7 billion, or $28.93 per share. It had been
$1.8 billion, or $23.24 per share, at the end of 1999.

Last year’s operating performance can be attributed, in part, to the

following factors:
a 13% rise in average earning assets that produced a like increase in taxable-
equivalent net interest income,
favorable, albeit likely unsustainable, loan loss experience,
successful integration of our 1999 and 2000 acquisitions (the latter year’s
still being a work in progress), and

careful attention to holding the line on operating expenses.



Taxable-equivalent net interest income in 2000 rose to $864.7 million,
13% higher than 1999’s $767.1 million. The improvement in this largest
ingredient in net income stemmed from 13% growth in average total earning
assets to $21.5 billion from the 1999 average of $19.1 billion. Added loan
volume, arising nearly equally from day-to-day business activities as from
acquisition impact, was the leading element in earning assets growth. The
average loan amount outstanding, net of unearned discount, was $18.5 billion
in 2000, a rise of 13% from $16.4 billion in the previous year. The Keystone
acquisition added nearly $1.2 billion to the 2000 average total (the fourth
quarter share of $4.8 billion). The remaining increase, produced largely by our
loan origination activities and net of customer repayments during the year, was
damped by our decision to securitize in 2000’s second quarter some $1 billion
of residential mortgage loans. As a result, the underlying loans, now in another
form, were moved to our investment securities portfolio.

The upwardly trending interest rate environment in 2000 contributed to
a 51 basis point (hundredths of one percent) rise in the average yield on total
carning assets to 8.30%. The average yield in 1999 was 7.79%. The impact on
the rate we paid on total interest-bearing liabilities was modestly larger. That
rate increased 60 basis points to 4.91% in 2000 from 4.31% in 1999. The net
effect was a 9 basis point lowering of the net interest spread to 3.39% last year
from 3.48% in 1999. The rising interest-rate environment, however, added to
the value we ascribe to interest-free funds. As a result, the net interest margin,
the ratio of taxable-equivalent net interest income to average total earning
assets, at 4.02% was unchanged between the years.

In 2000, net charge-offs of loans, that is, the amount by which loans
charged off exceeded amounts that we recovered from loans previously
charged-oft, declined both in dollar terms and when expressed as a percentage
of average total loans. In 2000, net charge-offs were $29.0 million, or about
one-sixth of one percent of average total loans outstanding. In 1999, they were
$40.3 million or one quarter of one percent. Notwithstanding this performance,
our ability to sustain the recent year’s relative level of charge-ofts cannot be
assumed. At the end of the past year, alarms began to sound about a slowing,

even stalled, economy and its impact on borrowers’ abilities to repay loans.



Historically, by the time such warnings are issued, problems in loan portfolios
are likely to exist already.

In 2000 we recorded a $38.0 million provision for credit losses, or
$9.0 million more than net charge-offs. That excess, when coupled with the
$49.5 million allowance that accompanied the Keystone loans we obtained,
produced an allowance for credit losses at the 2000 year-end of $374.7 million,
cqual to 1.65% of outstanding loans. A year carlier the allowance stood at
$316.2 million, or 1.82%.

Including some $43 million of loans obtained in the merger with
Keystone, nonperforming loans rose to $110.6 million at December 31, 2000.
At the prior year end, such loans totaled $72.2 million. As a percentage of total
loans outstanding, nonperforming loans were .49 and .41 percent at the end of
2000 and 1999, respectively. Loans past due ninety days or more but on which
we still accrue interest jumped to $141.8 million at the recent year-end, from
$31.0 million a year carlier. The increase was largely the consequence of
$87 million of residential mortgage loans we repurchased from the Government
National Mortgage Association in order to reduce the costs of servicing the
loans. The outstanding principal balance of these loans remains fully guaranteed
by federal government agencies.

About half of the increase in noninterest income to $324.7 million in
2000 from $282.4 million in 1999 can be attributed to providing services to
customers in market areas associated with the acquisitions we completed in the
last two years. These increased revenues were mostly associated with providing
deposit account, trust and brokerage services. We also realized a net pre-tax
gain of $9 million related to the disposition of leased assets by our leasing
businesses. This income from leasing activities reflects a $13.5 million gain
from the sale of equipment previously leased to a commercial customer and the
recognition of $4.5 million for expected losses associated with selling
automobiles and other vehicles presently leased to retail customers. The upward
trend of interest rates that began in 1999 and continued through most of 2000
was the main factor contributing to lower residential mortgage loan originations
and, by consequence, lower mortgage banking revenues. Such revenues fell 12

percent in 2000 to $63.2 million from $71.8 million in 1999.



Our experience in integrating acquired operations into M&I’s systems
while maintaining our high quality service standards remains good. The vast
majority of Keystone’s customer information has been moved onto our own data
processing systems, and timely, accurate customer service has been maintained.
As we anticipated, and as is always the case following a major business
acquisition, there is still work to be done in order to realize further operating
synergies and expense savings. Although expenses have risen along with our
increased scale of operations, our cash-basis efficiency ratio was little changed
in 2000. This measure of how much of our revenues were used to pay for our

operating expenses was 50.2%. In 1999, the ratio was slightly lower at 50.1%.

As a result of the acquisition of Keystone, that company’s former chairman,
president and chief executive officer Carl L. Campbell has been named a vice
chairman of both M&T Bank Corporation and M&T Bank. Mr. Campbell will
also serve as chairman of M&I' Bank’s Pennsylvania division. He will be joined
by four of Keystone’s other former directors, Donald Devorris, Daniel R.
Hawbaker, Richard G. King and Stephen G. Sheetz. In addition, the remaining
members of the Keystone board have joined M&T Bank’s Directors Advisory
Councils in Pennsylvania.

In addition, T. Jefferson Cunningham III, former chairman and chief
executive officer of Premier National Bancorp, Inc.(Premier) has been named to
the boards of M&T Bank Corporation and M&T Bank. On February 9, 2001,
Premier was acquired by M&T for $340 million paid in a combination of stock
and cash. Premier formerly operated 34 branches in New York’s Hudson Valley
region. At December 31, 2000, it had assets of $1.6 billion and deposits of
$1.3 billion. Mr. Cunningham will, in addition, serve as chairman of M&T
Bank’s Directors Advisory Council for the Hudson Valley. Additional Premier
directors have also joined the Hudson Valley Advisory Council.

In the past year, Robert J. Bennett retired from his position as chairman
of the M&T board of directors, as well as retiring from his position as a vice
chairman of M&I' Bank. Mr. Bennett remains a member of the boards of both
M&T and M&T Bank. In addition, Christine B. Whitman and Michael J. Falcone

resigned as directors of M&I" and M&T Bank. We thank them for their service.
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In recent years, these pages have frequently been dedicated to discussion of
the economy and governance of this company’s home region, including its
disproportionate tax burden and lagging economic growth. It’s a subject which
continues to be of the utmost importance to the stockholders, depositors and other
customers of M&I" Bank. This past year has seen some modest grounds for optimism
in these regards. The problems of the upstate economy have been the specific
focus of new initiatives by New York Governor George Pataki working in concert
with the state’s legislators. Such problems were the subject of heated discussion
in last fall’s New York Senate campaign and have continued to be a priority of
New York Senator Charles Schumer as well. The fact that the political agenda
now includes high-level concern about the upstate economy is a welcome change.

What’s more, some economic bright spots have emerged among the
markets served by the company. Syracuse, in particular, saw job growth that
cqualed or exceeded the U.S. average from mid-1999 through 2000. And
although that same measure of economic activity in Buffalo, our headquarters
city, continued to lag the national average, the past year has seen Erie County
taking the first halting steps in dealing with one of the area’s most fundamental
problems — the fact that taxes, overall, are simply too high and place western
New York at a competitive disadvantage. Some modest tax relief has been enacted.
Cooperation among jurisdictions, with the aim of delivering high-quality public
services at a lower price, is at least being seriously talked about. There is reason to
hope, based on census information, that our home region’s population loss has
bottomed out and that a rebound has begun. Economic growth inched upward,
although the fact that it still significantly trailed the national average shows that
much work still lies ahead. In light of the apparent national economic slowdown,
we can only hope that upstate New York will not prove to have joined in

prosperity too late and taken too few steps to ensure its continuation.

THE M&I' STORY

The primary focus here, this year, however, will be internal: taking stock of the
company’s growth in recent years and some of the reasons for it. This reflection
is occasioned by the fact that the past year has been one in which growth has

been especially significant. The purchase of both Keystone and Premier have



increased our size by fully a third. These latest in a long series of mergers and
acquisitions — the 16th and 17th in which the company has been involved since
1987 — have complemented the steady growth of our core lending and deposits.
In tandem with the organic growth of our core customer base, they have
enabled M&T' to move from our status, in 1982, as the nation’s 133rd largest
publicly-held bank holding company, to our position today as the 29th largest,
as measured by total assets.

Not long ago we were only the fourth largest bank in the city of Buftfalo,
as measured by deposits. We operated primarily in just two counties in western
New York state, with a population of 1.2 million. We provided banking services
to little more than 100,000 households. Our commercial loan portfolio was
less than $600 million and we did business with just 12 percent of upstate
New York firms.

Today, we are not only the largest bank in Buffalo, by deposit ranking,
but the largest in our core markets, an area comprising more than 80 counties
spread throughout New York, Pennsylvania and parts of Maryland and West
Virginia. By market capitalization, we are now the fourth-largest publicly-traded
bank holding company headquartered in New York state — including New York
City. Our deposits have grown, from 1982 through 2000, at a compound annual
rate of 15 percent, increasing from $1.57 billion to $20.2 billion. Our commercial
loan portfolio has grown from less than $600 million in 1982 to some
$13.8 billion, representing a compound annual growth rate of nearly 20 percent.

With the acquisitions of both Keystone and Premier we have added to
our status as a major regional institution. M&I”s market capitalization, which
stood at just $70 million in 1982, reached $6.3 billion at year-end 2000. This
was the highest of any Buftfalo-headquartered publicly-traded company and the
fourth-highest in upstate New York. Moreover, M&T constituted 55 percent of
the market capitalization of all publicly-traded companies headquartered in the
Buffalo area. Our growth in market capitalization, in conjunction with the
stock split which helped facilitate the purchase of Keystone, contributed to
Standard and Poor’s decision, in November of the past year, to include M&T in
its S&P 400 index.

There are any number of figures which further exemplify this change

and growth.
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In the combined markets of upstate New York and central Pennsylvania, the
bank holds the leading share of all deposits. The bank serves some 1.2 million
consumer households. One of every four families in our upstate New York
markets does business with M&I' — an 11-fold increase compared to our position
in 1982. Our mortgage subsidiary has provided financing for over 100,000
families in New York state alone.

We now provide banking services to more than 50,000 businesses in
upstate New York (more than 33 percent of all businesses in the area) and
33,000 in central Pennsylvania. In the view of an independent national
consulting firm, the bank is “the market share leader among middle market
firms” in upstate New York.

Over the past decade, our securities subsidiary — not even in existence
when the current management came to the bank — placed over $3 billion in
investments on behalf of our customers.

Put another way, we have become the leading financial services
institution in the upstate New York and central Pennsylvania region. This
region is a substantial one by many measures. As measured by personal income,
our core markets are the equivalent of the tenth largest state in the United
States; by deposits, they would rank as the nation’s ninth largest. The total
population, and number of households, in our core markets are only slightly

smaller in population than the whole of the state of Ohio.

HOW WE’VE GROWN: THE M&I' APPROACH

It would be a gross overstatement to say that growth on this scale was
envisioned when the current management came to M&I in 1983. We have
been fortunate in being able to take advantage of an unusual period in banking.
Two of the defining aspects of this era have been a tremendous increase in
merger activity and technological innovation — the latter helping the former
make economic sense. In addition, the banking crisis of the late 1980s and
carly 1990s made it possible to obtain additional assets through the offices of
federal regulators. Thanks to our strong financial position at the time, we were
able to move when others could not.

But none of these factors, nor all of them, is sufficient to explain our

good fortune. It cannot be stressed enough that the success of the company is



fundamentally the product of those who work here and the skills, loyalty,
insight and dedication they bring to their jobs. Indeed, the most important
thing we’ve done right has been the commitment we’ve made to identifying
and hiring the best employees. This is not a minor effort. In the year 2000
alone, we interviewed more than 13,000 new candidates for some 2,000
positions, a ratio similar to those of the two years previous. We have been just
as commiitted to retention as recruitment. Indeed, 47 percent of the company’s
workforce has been at the bank for more than five years. Among senior
executives that figure stands at 88 percent. For the bank as a whole, 27 percent
of employees have been with us for 10 or more years. Indeed, more than 400
have been with us for 25 years or more.

Such figures reflect the fact that, as we have grown, we have kept in
mind the importance of employees who have a long-term commitment to the
company, who know our products and our systems well, who feel an M&T
esprit de corps. It’s a spirit we have tried to nurture through an aggressive
policy of internal promotion. Last year, we promoted more than 600
employees to positions which became available. The prospect of promotion,
moreover, has been coupled with assistance meant to help employees gain the
new skills to advance. Last year, fully 64 percent of M&I' employees
participated in at least one internal training course. We offered nearly 150 such
courses. Moreover, over 500 employees took part in external seminars at bank
expense, while others took advantage of our tuition reimbursement to work
toward more advanced degrees — both undergraduate and graduate. Such
assistance has been complemented by additional incentives. Some 4,500, or
more than half of all employees, now have stock options. More than 93 percent
of full-time employees who have been with the company for one year or more
own M&T stock.

Because we are, first and foremost, a community bank, we have looked
primarily — but by no means exclusively — to our home region for our
workforce. As a major regional employer, we are able to attract top young
talent — both with BAs and MBAs — from such upstate New York schools as the
State University of New York at Buffalo, Canisius College, the Rochester
Institute of Technology, Syracuse University and the State University of New

York at Binghamton. At the same time, we have well understood that the
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demands, sophistication and specialized skills of contemporary banking mean
that we cannot afford to be parochial in our recruiting. We have invested, and
will continue to invest heavily in a search for top talent, unbound by geography.
Over the past decade, we have annually spent more than a million dollars on
recruitment, an investment that has allowed us to hire 125 new MBAs, 65
percent of whom have come to us from out of state. Their degrees are from top
schools, including Wharton (University of Pennsylvania), Harvard, Columbia,
Cornell, the University of Rochester, the University of Chicago and the
University of Michigan. Such young talent has been complemented by banking
industry veterans, brought in not only from the banks we’ve acquired but from
others around the country.

It is the blend of all these types of employees that makes us what we are.
It is they who have made it possible for us to grow from 60 banking offices in
1982 to 484 following the Premier acquisition, to expand both core lending
and deposits and to take advantage of the chance to acquire competitors that
have complemented our existing operations. The dedication and talent of our
employees has allowed us to grow while steadily improving our cash basis
efficiency ratio: from 57.1 percent in 1996 — prior to a series of major
acquisitions — to 50.2 percent in 2000. Put another way, during the same
1982-2000 period in which our deposits were increasing by an average of 15
percent annually, our number of employees was growing at little more than half
the same rate (8 percent).

Throughout, we have been cognizant that acquisitions undertaken for
the wrong reasons — for goals such as sheer size and its apparent prestige, for
instance — will not lead to good outcomes. We know well that there is always
the risk that an acquired entity will not add to the acquirer’s earning power. In
contrast, as we have made acquisitions, both cash net income and cash earnings
per share have risen dramatically and consistently. Cash net income has risen from
$5 million in 1983 to $359 million in 2000, while diluted cash earnings per
share rose, during the same period, from nine cents to $4.31. The compound
annual growth rate of cash earnings per share was 26 percent during this
period. Following the trends in earnings growth, the compound annual growth

rate of the company’s stock price for the same period was 25 percent.



We’ve achieved these results thanks to our decision to concentrate on
our core geographic area and to grow incrementally within it. Each acquisition
has both tested us and taught us, in its own way. For instance, in acquiring the
operations of the Monroe Savings Bank from the Federal Deposit Insurance
Corporation in 1990, we learned how to take over a failed bank in a city we did
not know — and learned that we had the management to do so. In acquiring
parts of Goldome in 1991, we confronted the limits of our own capacity to
finance such deals and found a compatible investor, an affiliate of Berkshire
Hathaway Inc., which now holds seven percent of outstanding M&T shares. In
our 1998 acquisition of the Syracuse-based ONBANCorp, Inc., we learned to
manage the merger process on a far larger scale than previous. In some way,
each acquisition has given us important new experience and greater confidence.

The smooth incorporation of new customers could not have occurred,
however, without significant investment in new technology. Our spending on
technology has risen from one third of all capital expenditures in 1993 to more
than half in 2000. That investment has not only helped us process and clear
checks more quickly but has strengthened our analytic capacities, as well. For
instance, not only can we process impressive volumes of telephone inquires
(last year our two call centers handled over 13 million phone calls, compared
with 265,000 in 1983) but our telephone representatives are now linked to our
product sales force. So it is that a simple balance inquiry might, conceivably,
lead to the closing of a new loan. Like our peers, we are delivering services
through the new channels which technology now makes possible. A sharply
increasing number of phone inquiries — 77 percent, or 10.3 million calls, last
year — were handled through an automated system, just as many of our consumer
services generally have become automated. We now have some 1,000 ATMs
and our number of web banking customers more than doubled during 2000.

At that rate, online accounts will soon exceed 10 percent of our customer base.

COMMUNITY BANKERS

Even as we have upgraded our technological tools, we have never lost sight of
the fact that we are, primarily, a community bank, one which serves the day-to-

day needs of our regions’ hometowns. This focus leads us not just to invest in
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communities but to participate in civic and cultural life, a participation which
the bank strongly encourages. M&I' employees volunteer their time to their
communities in myriad ways, from coaching youth sports to serving in local
office. Currently, more than 500 M&I' employees (exclusive of those employees
who have moved over from Keystone and Premier) can be found on boards
and committees of almost 800 not-for-profit and charitable organizations. We
have made a particularly deep commitment to improving education through
the bank’s partnership with the City of Buftfalo’s Westminster Community
School, where we’ve not only provided funds for physical improvements but
contributed thousands of employee volunteer hours. More than 100 employees
support the top-flight principal whom the company helped recruit. They
mentor and assist students, help with building maintenance and repair, and
support new computer technology.

In addition to such personal involvement, corporate philanthropy has
been a key element of our approach to community banking. Our $6.7 million
in charitable donations for the year 2000, made largely through The M&T
Charitable Foundation (established in 1993), represented a 20 percent increase
over 1999. At 1.50 percent of pre-tax income, such giving exceeded the U.S.
corporate average by fully 25 percent. We seek, through our philanthropy, to
make our communities better places in very tangible, “quality of life” ways. It
may be a restored theatre, a youth program or a concert series but our goal,
always, is not just to reinforce our brand name but to make the M&T region a
more attractive place to live and work. And surely it helps us keep our ear to
the ground, as well.

We are not deaf, of course, to the fact that there are those who joke
about our home region. It was not coincidental, nor, really, inappropriate that
Broadway, this past year, set its adaptation of The Full Monty in our head-
quarters city of Buffalo, the U.S. equivalent, in some ways, of the economically-
depressed north of England. But history teaches us that bad times can help set
the stage for good. The markets we serve, notwithstanding their slow growth,
are nonetheless home to thousands of profitable businesses and to some 26
million people. It is a market with an aggregate personal income of $845
billion, a total surpassed only by California among U.S. states. That constitutes

a level 57 percent greater than Texas and more than double that of Florida or



Illinois. (Even were the New York City region excluded from this count, the
5.6 million households in the other parts of the area we serve would rank fifth
among all states in aggregate income.)

As it has been historically, banking will continue to be a crucial part of
the system of capital accumulation and allocation. It is the means by which the
small and mid-sized business has access to credit. Especially with the addition
of brokerage and investment services, it is the means by which small savers have
access to investment markets. We at M&T are proud that, since our founding in
1856 and over the course of nearly two decades of unprecedented expansion,
we have found ways to provide more responsive and efficient systems, new
products and new services, for the households and businesses we have historically
served in New York and the markets we have now entered in Pennsylvania,
West Virginia and Maryland. It is a tradition of change and growth we hope

and believe we can continue.

Robert G. Wilmers
Chairman of the Board,

President and Chief Executive Officer

February 21, 2001
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M&T BANK CORPORATION AND SUBSIDIARIES

CORPORATE PROFILE AND
SIGNIFICANT DEVELOPMENTS

Mg&TI Bank Corporation (“M&TI™) is a
bank holding company headquartered
in Buffalo, New York with consolidated
assets of $28.9 billion at December 31,
2000. M&T and its consolidated
subsidiaries are hereinafter referred to
collectively as “the Company.” M&I’s
wholly owned banking subsidiaries are
Manufacturers and Traders Trust
Company (“M&TI Bank”) and M&T
Bank, National Association (“M&T
Bank, N.A.”).

M&T Bank, with total assets of
$28.0 billion at December 31, 2000, is
a New York-chartered commercial bank
with banking offices in New York State,
Pennsylvania, Maryland and West
Virginia, and an office in Nassau, The
Bahamas. M&T Bank and its subsidiaries
offer a broad range of financial services to
a diverse base of consumers, businesses,
professional clients, governmental
entities and financial institutions located
in its markets. Lending is largely focused
on consumers residing in New York
State and Pennsylvania, and on small
and medium size businesses based in
those areas. Certain lending activities
are also conducted in other states
through various subsidiaries. M&T
Bank’s subsidiaries include: Highland
Lease Corporation, a consumer leasing
company; M&I' Credit Corporation,

a consumer lending and commercial
leasing and lending company; M&T'
Financial Corporation, a commercial
leasing company; M&I'" Mortgage
Corporation, a residential mortgage
banking company; M&T" Real Estate,
Inc., a commercial mortgage lender;
M&T Securities, Inc., a broker/dealer;
and Matthews, Bartlett & Dedecker,
Inc., an insurance agency.

M&T Bank, N.A., with total assets
of $903 million at December 31, 2000,
is a national bank with an office in
Oakfield, New York. M&T Bank, N.A.
offers selected deposit and loan products
on a nationwide basis, largely through
telephone and direct mail marketing
techniques. Insurance products are
offered by M&T Bank, N.A. through
banking offices of M&I' Bank.

On February 9, 2001, M&T
acquired Premier National Bancorp,
Inc. (“Premier”), a bank holding com-
pany headquartered in Lagrangeville,

New York. Premier National Bank,
Premier’s bank subsidiary, was merged
into M&I Bank on that date. Premier
National Bank operated 34 banking
offices in the mid-Hudson Valley region
of New York State. At December 31,
2000, Premier had approximately $1.6
billion of assets, including $1.0 billion
of loans, and $1.4 billion of liabilities,
including $1.3 billion of deposits. The
acquisition has been accounted for using
the purchase method of accounting
and, accordingly, the operations
acquired from Premier will be included
in M&I’s financial results subsequent to
the acquisition date. Premier’s stock-
holders received $171 million in cash and
2,441,000 shares of M&T' common
stock in exchange for the Premier shares
outstanding at the time of the acquisition.
On October 6, 2000, M&T'
completed the acquisition of Keystone
Financial, Inc. (“Keystone”), a bank
holding company headquartered in
Harrisburg, Pennsylvania. Keystone
Financial Bank, N.A., Keystone’s bank
subsidiary, was merged into M&I' Bank.
Keystone Financial Bank, N.A. operated
banking offices in Pennsylvania,
Maryland and West Virginia. The
acquisition has been accounted for using
the purchase method of accounting and,
accordingly, the operations acquired
from Keystone have been included in
Mz&I”s financial results since the
acquisition date. Keystone’s stockholders
received $375 million in cash and
15,900,292 shares of M&T common
stock in exchange for the Keystone

KEYSTONE FINANCIAL, INC. ACQUISITION

In thousands

shares outstanding at the time of the
acquisition. The accompanying table
provides a summary of assets acquired
and liabilities assumed by the Company
on October 6, 2000 in connection
with the Keystone transaction.

The Company recorded approxi-
mately $615 million of goodwill and
core deposit intangible as a result of
the Keystone acquisition, and incurred
nonrecurring expenses related to systems
conversions and other costs of integrating
and conforming the acquired operations
with and into the operations of M&T
Bank. Nonrecurring expenses associated
with the Keystone merger, and to a
significantly lesser extent with the
Premier merger, totaled approximately
$26.0 million ($16.4 million after-tax)
during the year ended December 31,
2000. Such expenses consisted largely
of expenses for professional services
and other temporary help fees associated
with the conversion of systems and/or
integration of operations; recruiting and
other incentive compensation; initial
marketing and promotion expenses
designed to introduce M&I' Bank to
Keystone’s customers; travel; and
printing, supplies and other costs of
commencing operations in new markets.
Although the systems conversions and
integration of operations of Keystone
are largely complete, the Company
expects that it will incur some
additional Keystone integration costs.
However, the amount of such
additional costs is not expected to be
significant. Furthermore, the Company

Assets
Investment securities . . . . . . . . ... $1,167,646
Loans and leases, net of unearned discount . . . . ... ... ... .... 4,847,013
Allowance for creditlosses . . . . . . ... ... (49,518)
Loans and leases, net. . . . .. ... ... ... ... 4,797 495
Goodwill and core deposit intangible. . . . . ... ... 614,628
Otherassets . . . . .. .. 835,262
Total @SSEtS. . . o v e $7.415,031
Liabilities
DEpPOSIES . . v $5,182,893
Short-term borrowings . . . . . . .. ... 348,842
Long-term borrowings . . . . . . ... ... ... 670,924
Other liabilities . . . . ... ... ... . ... . 173,830
Total liabilities. . . . . . ... ... ... .. .. $6,376,489
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also expects to incur costs of a nature
similar to those described above in
connection with the February 2001
merger with Premier. In accordance
with generally accepted accounting
principles, included in the determination
of goodwill associated with the
Keystone merger were charges totaling
$29.7 million, net of applicable income
taxes, for severance of former Keystone
employees; investment banking, legal
and other professional fees; and
termination of Keystone contracts for
data processing and other services. As
of December 31, 2000, the remaining
unpaid portion of merger-related
expenses and charges included in the
determination of goodwill were $1.5
million and $7.3 million, respectively.
The resolution of any preacquisition
contingencies is not expected to have a
material impact on the allocation of the
purchase price or the amount of good-
will recorded as part of the acquisition.

In anticipation of the Keystone
and Premier acquisitions, M&I' Bank
issued $500 million of 8% fixed rate
subordinated capital notes on October
5, 2000. The subordinated notes are
included in total regulatory capital of
M&T and M&T Bank. The notes pay
interest semi-annually on April 1
and October 1, and will mature on
October 1, 2010. In addition to
providing regulatory capital, the
proceeds were used to fund the cash
portions of the Keystone and Premier
merger consideration.

On September 19, 2000, M&I”s
Board of Directors authorized a ten-
for-one split of M&I’s common stock
in connection with the Keystone
transaction. The additional shares were
payable to stockholders of record as of
September 29 and were distributed on
October 5, 2000. The par value of
each share of M&I’s common stock
was reduced from $5.00 to $.50 in
conjunction with the stock split. All per
share data presented herein, including
earnings, dividends and the number of
common shares authorized, issued,
issuable or held in treasury, have been
adjusted to reflect the ten-for-one
stock split. Also in connection with the
Keystone transaction, in the fourth
quarter of 2000 M&T doubled the
quarterly cash dividend payable on its
common stock to $.25 on each post-
split share.
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On March 1, 2000, M&T Bank
completed the acquisition of Matthews,
Bartlett & Dedecker, Inc. (“MBD”),
an insurance agency located in Buffalo,
New York. MBD provides insurance
services principally to the commercial
market and operates as a subsidiary of
Mg&T Bank. The acquisition has not
had a material impact on the
Company’s financial position or its
results of operations.

On March 31, 2000, The Chase
Manhattan Bank (“Chase”) transferred
trust and fiduciary accounts with assets
of approximately $147 million to M&T
Bank, completing a transaction that
began in September 1999 with M&T
Bank’s acquisition from Chase of 29
banking offices in upstate New York
and the investment management and
custody accounts associated with those
offices. At the September 1999 closing,
the banking offices had approximately
$634 million of deposits and approxi-
mately $44 million of retail installment
and commercial loans, and the
investment management and custody
accounts had assets of approximately
$286 million.

On June 1, 1999, M&T completed
the acquisition of FNB Rochester Corp.
(“FNB”), a bank holding company
headquartered in Rochester, New York.
Immediately after the acquisition, FNB’s
banking subsidiary, First National Bank
of Rochester, which had 17 banking
offices in western and central New York
State, was merged into M&T Bank. The
acquisition was accounted for using the
purchase method of accounting and,
accordingly, the results of operations
obtained from FNB have been included
in the financial results of the Company
since the acquisition date. FNB’s stock-
holders received $76 million in cash
and 1,225,160 shares (stated to reflect
the ten-for-one stock split) of M&I'
common stock in exchange for FNB
shares outstanding at the time of the
acquisition. Assets acquired totaled
approximately $676 million on June 1,
1999 and included loans and leases of
$393 million and investment securities
of $148 million. Liabilities assumed
on June 1, 1999 were approximately
$541 million and included $511 million
of deposits.

The Company recorded approxi-
mately $153 million of goodwill and
core deposit intangible in connection

with the Chase branch and FNB
acquisitions. Nonrecurring expenses
related to systems conversions and other
costs of integrating and conforming
the acquired operations with and into
M&T Bank totaled $4.7 million ($3.0
million after-tax) during the year ended
December 31, 1999 and consisted
largely of expenses similar in nature to
those previously described as having
been incurred in connection with the
Keystone merger. In accordance with
generally accepted accounting principles,
included in the determination of
goodwill were charges totaling $4.1
million, net of applicable income taxes,
for severance of former Chase and FNB
employees; legal and other professional
fees; and termination of contracts for
data processing and other services. As
of December 31, 1999, the remaining
unpaid portion of merger-related
expenses and charges included in the
determination of goodwill were $130
thousand and $960 thousand, respec-
tively. Substantially all of these amounts
were paid during 2000.

OVERVIEW

The Company’s net income in 2000
totaled $286.2 million or $3.44 of
diluted earnings per common share,
increases of 8% and 5%, respectively,
from $265.6 million or $3.28 per
diluted share in 1999. Basic earnings
per common share rose to $3.55 in
2000, an increase of 4% from $3.41 in
1999. Net income in 1998 was $208.0
million, while diluted and basic earnings
per share were $2.62 and $2.73,
respectively. The after-tax impact of
nonrecurring expenses associated with
the previously described acquisitions
was $16.4 million ($26.0 million
pre-tax) or $.20 of diluted and basic
carnings per share in 2000, compared
with $3.0 million ($4.7 million pre-tax)
or $.03 of diluted earnings per share
and $.04 of basic earnings per share in
1999. Nonrecurring merger-related
expenses were incurred in 1998 in
connection with the acquisition of
ONBANCorp, Inc. (“ONBANCorp”)
on April 1, 1998. The after-tax impact
of such expenses was $14.0 million
($21.3 million pre-tax) or $.18 of diluted
and basic earnings per share in 1998.
Net income expressed as a rate of
return on average assets in 2000 was



EARNINGS SUMMARY

Dollars in millions

Compound
Increase (decrease)”  Increase (decrease)® growth rate
1999 to 2000 1998 to 1999 5 years
Amount % Amount % 2000 1999 1998 1997 1996 1995 t02000
$297.0 20 $119.7 9 Interest income®™ . ... .. $1,783.3 1,486.3 1,366.6 1,073.3 1,004.4 14%
199.4 28 31.7 5  Interest expense . ... ... 918.6 7192 6875 508.1 4664 16
97.6 13 88.0 13 Net interest income™® . . . . 864.7 767.1 679.1 565.2 538.0 12
Less: provision for
(6.5) (15) 1.3 3 credit losses. . . . ... .. 38.0 445 432 460 433 (1)
Gain (loss) on sales of bank
(4.7) = (.2) - investment securities . . . (3.1) 1.6 1.8 (.3) - =
47.0 17 19. 8  Otherincome. . . ... ... 327.8 280.8 2612 1908 167.8 18
Less:
Salaries and
444 16 25.3 10 employee benefits . . . . 329.2 284.8 2595 220.0 208.3 12
71.1 24 (12.5) (4) Other expense . . . . . .. 3652 2941 306.6 201.8 200.7 14
309 7 93.3 28  Income before income taxes. . 457.0  426.1 332.8 2879 2535 15
Less:
Taxable-equivalent
2.7 35 .6 8 adjustment™. . . .. .. 10.5 7.8 7.2 5.8 45 18
7.6 5 35.1 30 Income taxes. . . .. ... 160.3 152.7 117.6 1059 979 12
$ 20.6 8 $ 57.6 28 Netincome. ......... $ 2862 2656 208.0 1762 151.1 17%

@ Changes were caleulated from unrounded amounts.

® Interest income data are on a taxable-cquivalent basis. The taxable-equivalent ndjustment vepresents additional income taxes that would be due if all interest
income were subject to income taxes. This adjustment, which is velated to intevest veceived on qualified municipal securities, industrinl revenue financings and
preferved equity securities of government-sponsored agencies, is based on a composite income tax vate of approximately 40% for 2000, 41% for 1999, 1998 and

1997, and 42% for 1996.

1.21%, compared with 1.26% in 1999
and 1.14% in 1998. The return on
average common stockholders’ equity
was 14.07% in 2000, 15.30% in 1999
and 13.86% in 1998. Excluding the
impact of merger-related expenses, the
rates of return on average assets and
average common equity in 2000 were
1.28% and 14.88%, respectively;
compared with 1.28% and 15.47%,
respectively, in 1999; and 1.21% and
14.79%, respectively, in 1998.
Taxable-equivalent net interest
income increased 13% to $865 million
in 2000 from $767 million in 1999
largely due to a $2.4 billion or 13% rise
in average earning assets to $21.5 billion
in 2000 from $19.1 billion in 1999.
The increase in average earning assets
resulted primarily from growth in
average loans and leases. Despite the
impact of the securitization of approxi-
mately $1.0 billion of residential
mortgage loans during the second
quarter of 2000, average loans and
leases rose to $18.5 billion in 2000, an
increase of $2.1 billion or 13% from

$16.4 billion in 1999. Excluding the
impact of the securitization, average
loans and leases grew approximately
$2.7 billion in 2000, approximately half
of which was due to new originations,
net of repayments. The remaining
increase was largely the result of the
$4.8 billion of loans and leases obtained
in the acquisition of Keystone on
October 6, 2000. A 15% increase in
average loans outstanding in 1999 was
the most significant factor contributing
to the rise in that year’s net interest
income from $679 million in 1998.
Average loans and leases and average
earning assets in 1998 were $14.3 billion
and $16.9 billion, respectively. Net
interest margin, or taxable-equivalent
net interest income expressed as a
percentage of average earning assets,
has remained stable throughout the
past three years, measuring 4.02% in
2000 and 1999, and 4.01% in 1998.
Reflecting favorable credit loss
experience, the provision for credit
losses decreased to $38.0 million in
2000, compared with $44.5 million in

1999 and $43.2 million in 1998. Net
charge-offs totaled $29.0 million in
2000, significantly lower than $40.3
million in 1999 and $39.4 million in
1998. Net charge-offs as a percentage
of average loans and leases outstanding
declined to .16% in 2000 from .25% in
1999 and .28% in 1998.

Noninterest income grew by 15%
to $325 million in 2000 from $282
million in 1999. Contributing to the
higher noninterest income were
increases in service charges on deposit
accounts, income from leasing activities,
and brokerage services income, partially
offset by lower mortgage banking
revenues and losses from sales of bank
investment securities. Approximately
40% of the increase in noninterest
income from 1999 to 2000 was
attributable to revenues related to
operations and,/or market areas associated
with the Keystone acquisition.

In January 1998, M&T contributed
appreciated investment securities with a
fair value of $24.6 million to an affiliated,
tax-exempt private charitable foundation.
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As a result of the contribution, in 1998
the Company recognized charitable
contributions expense of $24.6 million
and recognized tax-exempt other income
of $15.3 million. The contribution
provided an income tax benefit of
approximately $10.0 million and,
accordingly, resulted in an after-tax
increase in 1998’s net income of $700
thousand, or $.01 per diluted share.
Excluding the effect of this contribution,
noninterest income in 1999 increased
14% from $248 million in 1998.
Growth in mortgage banking revenues
and fees earned from deposit services, as
well as a full year of revenues associated
with operations obtained in the
ONBANCorp acquisition, were factors
that contributed to the increase from
1998 to 1999.

Noninterest expenses associated
with operations, which exclude amorti-
zation of goodwill and core deposit
intangible and certain nonrecurring
expenses, were $599 million in 2000,
an increase of 14% from $525 million
in 1999. The excluded items consist of
nonrecurring merger-related expenses
of $26.0 million and $4.7 million in
2000 and 1999, respectively, and
amortization of goodwill and core
deposit intangible of $69.6 million in
2000 and $49.7 million in 1999.
Higher salaries and employee benefits
expenses, including merit salary
increases, incentive-based compensation
arrangements, and increased staffing
levels as a result of acquisitions in 2000
and 1999, contributed to the increase
in noninterest operating expenses.
After excluding $21.3 million of
nonrecurring merger-related expenses,
$34.5 million of amortization of good-
will and core deposit intangible, and
$24.6 million of expense related to the
contribution to the affiliated charitable
foundation, noninterest expenses
associated with operations totaled $486
million in 1998. Higher expenses related
to salaries, employee benefits and
occupancy contributed to the higher
expense level in 1999 compared with 1998.

The efficiency ratio, or noninterest
operating expenses divided by the sum
of taxable-equivalent net interest income
and noninterest income, measures how
much of a company’s revenue is
consumed by operating expenses.
Reflecting the smooth integration of
the acquisitions into M&T, the efficiency
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ratio, calculated using the adjusted
income and expense totals noted above
and excluding gains or losses from sales
of bank investment securities from
noninterest income, was 50.2% in
2000, compared with 50.1% in 1999
and 52.5% in 1998.

CASH OPERATING RESULTS

Unlike many other banking companies,
Mg has accounted for substantially all
of its business combinations using the
purchase method of accounting. As a
result, the Company had recorded
intangible assets consisting predominately
of goodwill and core deposit intangible
totaling $1.2 billion, $648 million and
$546 million at December 31, 2000,
1999 and 1998, respectively. Included in
such intangible assets at December 31,
2000, 1999 and 1998 was goodwill of
$1.0 billion, $572 million and $493
million, respectively. Since the amorti-
zation of these acquired intangible
assets does not result in a cash expense,
M&T believes that supplemental reporting
of its operating results on a “cash,” or
“tangible” basis (which excludes the
after-tax effect of amortization of
goodwill and core deposit intangible
and the related asset balances) represents
a relevant measure of financial perform-
ance. The supplemental cash basis data
presented herein do not exclude the
effect of other non-cash operating
expenses such as depreciation, provision
for credit losses, or deferred income
taxes associated with the results of
operations. Unless noted otherwise,
cash basis data does, however, exclude
the after-tax impact of nonrecurring
merger-related expenses associated
with acquisitions.

Cash net income grew to $358.6
million in 2000, an improvement of
15% from $311.0 million in 1999.
Diluted and basic cash earnings per
share in 2000 both increased by 12%
to $4.31 and $4.45, respectively, from
$3.84 and $3.99 in 1999. In 1998,
cash net income was $251.9 million,
while diluted and basic cash earnings per
share were $3.17 and $3.31, respectively.

Cash return on average tangible
assets was 1.56% in 2000, compared
with 1.52% in 1999 and 1.41% in
1998. Cash return on average tangible
common equity was 27.65% in 2000,
compared with 26.71% and 23.08% in

TAXABLE-EQUIVALENT
NET INTEREST INCOME
In millions

$538 | $565 | $679 | $767 | $865

1996 1997 1998 1999 2000

1999 and 1998, respectively. Including
the effect of merger-related expenses,
the cash return on average tangible
assets for 2000, 1999 and 1998 was
1.49%, 1.50% and 1.33%, respectively,
and the cash return on average tangible
common equity was 26.38%, 26.45%
and 21.80%, respectively.

NET INTEREST INCOME /LENDING
AND FUNDING ACTIVITIES

Net interest income expressed on a
taxable-equivalent basis rose 13% to
$865 million in 2000 from $767 million
in 1999, largely the result of growth in
average carning assets, which increased
$2.4 billion or 13% to $21.5 billion in
2000 from $19.1 billion in 1999.
Taxable-equivalent net interest income
and average earning assets in 1998
were $679 million and $16.9 billion,
respectively. The growth in average
earning assets in 2000 and 1999 was
largely attributable to higher average
loans and leases outstanding, which
totaled $18.5 billion in 2000, up 13%
from $16.4 billion in 1999 and 30%
higher than $14.3 billion in 1998.
Growth in average loans and leases
resulting from origination and acquisition
activities was partially offset in 2000 by



AVERAGE EARNING ASSETS
In billions

$25

20

15

10

1996 1997 1998

M Loans and leases
B I[nvestment securities
M Money-market assets

1999 2000

the impact of the securitization of
approximately $1.0 billion of residential
mortgage loans during the second
quarter. The resulting mortgage-backed
securities, which are fully guaranteed
by the Federal National Mortgage
Association, are included in the
Company’s portfolio of available-for-sale
investment securities. Excluding the
impact of the securitization, average
loans and leases grew by approximately
$2.7 billion, or 17%, from 1999 to 2000.
Approximately half of such growth was
attributable to new originations, net of
the impact of repayments. The remaining
increase was largely the result of the
$4.8 billion of loans obtained in the
October 6, 2000 acquisition of Keystone.
Those acquired loans included approxi-
mately $1.2 billion of commercial
loans, $1.3 billion of commercial real
estate loans, $1.1 billion of residential
mortgage loans and $1.2 billion of
consumer loans and leases. In addition
to net origination activities, the impact
of the $393 million of loans obtained in
June 1999 from the FNB transaction
and the full-year impact of the $3.0
billion of loans acquired in the April
1998 ONBANCo rp transaction

contributed to the higher average loan
balances in 1999 compared with 1998.
The accompanying table summarizes
average loans and leases outstanding in
2000 and percentage changes in the
major components of the portfolio
over the past two years.

Loans secured by real estate,
including home equity loans and out-
standing home equity lines of credit
which the Company classifies as con-
sumer loans, represented approximately
65% of the loan and lease portfolio
during 2000, compared with 66% in
1999 and 1998. At December 31, 2000,
the Company held approximately $8.7
billion of commercial real estate loans,
$4.8 billion of consumer real estate
mortgage loans secured by one-to-four
family residential properties and $1.1
billion of outstanding home equity loans
and lines of credit, compared with $6.5
billion, $4.1 billion and $885 million,
respectively, at December 31, 1999.

Commercial real estate loans
originated by the Company are largely
secured by properties in the New York
City metropolitan area, including areas in
neighboring states generally considered
to be within commuting distance of
New York City, and other areas of New
York State where the Company operates,
including the Buffalo, Rochester,
Syracuse, Albany, Hudson Valley and
Southern Tier regions. Commercial
real estate loans are also originated
through the Company’s offices in central
Pennsylvania, Maryland, Oregon and
West Virginia. Commercial real estate
loans originated by the Company
include fixed-rate instruments with
monthly payments and a balloon payment
of the remaining unpaid principal at
maturity, in many cases five years after

AVERAGE LOANS AND LEASES
In billions

$20

15

10

1996 1997 1998 1999 2000

B Consumer

M Real estate — consumer
M Real estate — commercial
W Commerical, financial

origination. For borrowers in good
standing, the terms of such loans may
be extended by the customer for an
additional five years at the then-current
market rate of interest. In response to
customer needs, in recent years the
Company has also originated fixed-rate
commercial real estate loans with
maturities of greater than five years. In
general, these loans have original
maturity terms of approximately ten
years. The Company also originates
adjustable-rate commercial real estate
loans. As of December 31, 2000,

AVERAGE LOANS AND LEASES (NET OF UNEARNED DISCOUNT)

Dollars in millions

Percent increase (decrease) from
2000 1999 to 2000 1998 to 1999

Commercial, financial, etc.. . . . .. .. $ 4,129 24% 18%
Real estate — commercial . . . . ... .. 7,188 22 18
Real estate — consumer . . . .. ... .. 3,798 9) 14
Consumer
Automobile . . .. ... L 1,436 (1) 11
Homeequity . . . ... ........ 982 22 11
Other. . . ................ 970 30 -
Total consumer. . . . ........ 3,388 13 8
Total . .. ... . ... ... $18,503 13% 15%
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M&T BANK CORPORATION AND SUBSIDIARIES

2000 1999
Average balance in millions; Average Average Average Average
interest in thousands balance Interest rate balance Interest rate
Assets
Earning assets
Loans and leases, net of unearned discount®”
Commercial, financial, etc.. . . . ... .. $ 4129 § 365,951 8.86% 3,331 268,279 8.05%
Real estate — commercial . . . . ... ... 7,188 615,304 8.56 5,908 497,247 8.42
Real estate — consumer . . . .. ... ... 3,798 296915 7.82 4,182 310,514 7.42
Consumer . . ................ 3,388 304,640 8.99 2,994 249,670 8.34
Total loans and leases, net. . . ... .. 18,503 1,582,810 8.55 16,415 1,325,710 8.08
Money-market assets
Interest-bearing deposits at banks. . . . . 6 308 541 2 87 3.78
Federal funds sold and agreements
to resell securities . . . . . ... ... .. 212 12,891 6.08 467 24,491 5.24
Trading account . . . .. .......... 21 1,069 5.08 48 3,221 6.71
Total money-market assets. . . . .. .. 239 14,268 5.97 517 27,799 5.37
Investment securities®
U.S. Treasury and federal agencies . . . . 1,603 105,104 6.56 920 53,108 5.77
Obligations of states and
political subdivisions . . . .. ... ... 122 8,890 7.27 74 4,660 6.28
Other......... ... ......... 1,033 72,259 7.00 1,150 75,064 6.53
Total investment securities. . . . . . . . 2,758 186,253 6.75 2,144 132,832 6.20
Total earning assets . . . ... ... ... 21,500 1,783,331 8.30 19,076 1,486,341 7.79
Allowance for credit losses . . . . ... ... (333) (312)
Cash and due from banks. . . . . ... ... 536 464
Otherassets. . . . ... ............ 1,955 1,829
Total assets. . . .. ............ $23,658 21,057
Liabilities and stockholders’ equity
Interest-bearing liabilities
Interest-bearing deposits
NOW accounts . . . ............ $ 486 7,487 1.54 389 4,683 1.21
Savings deposits . . . .. ... 5,507 132,225 2.40 5,163 121,888 2.36
Time deposits . . . ... ... 7,674 445,666 5.81 7,074 367,889 5.20
Deposits at foreign office. . . . ... ... 250 14,915 5.95 254 12,016 4.73
Total interest-bearing deposits . . . . . 13917 600,293 4.31 12,880 506,476 393
Short-term borrowings . . . . ... ... .. 2,715 172,466 6.35 2,056 104911 5.10
Long-term borrowings . . . ... ...... 2,086 145,838 6.99 1,748 107,847 6.17
Total intevest-beaving linbilities . . . . . 18,718 918,597 491 16,684 719,234 4.31
Noninterest-bearing deposits. . . . . .. .. 2,425 1,965
Other liabilities. . . ... ... ........ 482 672
Total liabilities. . . . .. ... ... ... 21,625 19,321
Stockholders’ equity . . . . .. ... ... .. 2,033 1,736
Total liabilities and stockholders’ equity. . $23,658 21,057
Net interest spread. . . . . .. ... ... .. 3.39 348
Contribution of interest-free funds . . . . . .63 .54
Net interest income,/margin
on earning assets. . . . . ... ... ... $ 864,734 4.02% 767,107 4.02%

@ Includes nonaccrual loans.

® Includes available for sale securities at amortized cost.
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1998 1997 1996
Average Average Average Average Average Average
balance Interest rate balance Interest rate balance Interest rate
2,831 235,628 8.32% 2,257 190,189 8.43% 2,031 166,170 8.18%
4,999 434,906 8.70 4,180 365,457 8.74 3,770 340,448 9.03
3,683 280,760 7.62 2,228 187,336 8.41 2,123 174,171 8.20
2,773 249,567 9.00 2,308 213,942 9.27 2,190 204,831 9.35
14,286 1,200,861 8.41 10,973 956,924 8.72 10,114 885,620 8.76
10 400 3.86 42 2,475 5.95 38 2,413 6.30
153 8,293 5.43 55 2,989 5.42 55 2,985 5.45
67 4,524 6.79 26 1,937 7.27 17 1,100 6.53
230 13,217 5.75 123 7,401 6.00 110 6,498 591
1,448 88,030 6.08 1,122 70,968 6.33 1,200 74,023 6.17
73 4,566 6.29 43 2,832 6.61 41 2,678 6.57
887 59,962 6.76 534 35,214 6.59 565 35,598 6.30
2,408 152,558 6.33 1,699 109,014 6.42 1,806 112,299 6.22
16,924 1,366,636 8.08 12,795 1,073,339 8.39 12,030 1,004,417 8.35
(302) (273) (269)
394 308 334
1,293 479 384
18,309 13,309 12,479
327 4,851 1.48 257 3,455 1.34 659 9,430 143
4,430 115,345 2.60 3,420 90,907 2.66 2,956 84,822 2.87
7,022 388,185 5.53 5,818 327,611 5.63 5,137 286,088 5.57
288 14,973 5.20 230 12,160 5.29 239 12,399 5.19
12,067 523,354 4.34 9,725 434,133 4.46 8,991 392,739 4.37
1,923 105,582 5.49 812 44 341 5.46 1,121 59,442 5.30
835 58,567 7.02 373 29,619 7.94 189 14,227 7.51
14,825 687,503 4.64 10,910 508,093 4.66 10,301 466,408 453
1,666 1,228 1,169
317 218 146
16,808 12,356 11,616
1,501 953 863
18,309 13,309 12,479
3.44 3.73 3.82
57 .69 .65
679,133 4.01% 565,246 4.42% 538,009 4.47%
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COMMERCIAL REAL ESTATE LOANS (NET OF UNEARNED DISCOUNT)

December 31, 2000

Dollars in millions

Percent of
dollars outstanding by loan size

Outstandings  $0-1  $1-5 $5-10  $10+

Metropolitan New York City
Apartments/Multifamily . . . . . . ..
Office. . . ................
Retail . .. ... .......... ...
Construction. . . . ... ........
Industrial . . ... ... ... ..
Other. .. ................

$1,648.9 7% 20% 7% 13%

489.7 1 3 3 7
727.5 3 10 3 5
127.3 - 2 2 -

50.0 1 - - -
474.1 1 4 3 5

Total Metropolitan New York City. .

$3,517.5 13%  39% 18%  30%

Other New York State
Apartments/Multifamily . . . . .. ..
Office. .. ................
Retail . .. ... ...... .. .....
Construction. . . . ... ........
Industrial . . . ... ...........
Other. .. ................

298.7 4% 6% 1% %
859.2 9 14 5 3
320.6 4 5 1 2
2344 1 4 2 2
235.3 5 4 - -
776.6 10 10 5 3

Total other New York State . . . . .

$2,724.8 33%  43% 14%  10%

Pennsylvania
Apartments/Multifamily . . . . . . ..
Office. .. ................
Retail . . . ... ... . ...
Construction. . . . .. .........
Industrial . . ... ... .. ..
Other...................

$ 347.6 15% 5% 1% 1%

137.4 4 4 1 -
114.6 3 3 - 1
99.9 3 2 - 1
64.6 2 2 - -
830.5 27 16 5 4

Total Pennsylvania . . . . ... ...

$1,594.6 54% 32% 7% 7%

Other
Apartments/Multifamily . . . . . . ..
Office. .. ................
Retail . . ... ... ... ... .....
Construction. . . . ... ........
Industrial . . . ... ... ... .....
Other...................

$ 2457 6% 13% 6% 3%

56.6 1 1 2 2
172.4 1 6 5 8
72.0 - 4 3 1
49.6 1 1 1 3
282.9 8 13 7 4

Totalother. . . . ... ........

879.2 17% 38%  24%  21%

Total commercial real estate loans. .

approximately 32% of the commercial
real estate loan portfolio consisted of
adjustable-rate loans. The accompanying
table presents commercial real estate
loans by geographic area, type of
collateral and size of the loans out-
standing at December 31, 2000. Of
the $3.5 billion of commercial real
estate loans in the New York City
metropolitan area, approximately 47%
were secured by multi-family residential
properties, 21% by retail space and

14% by office space. The Company’s
experience has been that office space and
retail properties tend to demonstrate
more volatile fluctuations in value
through economic cycles and changing
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$8,716.1 27% 39% 15% 19%

economic conditions than do multi-
family residential properties.
Approximately 52% of the aggregate
dollar amount of New York City area
loans were for $5 million or less, while
loans of more than $10 million made
up approximately 30% of the total.
Commercial real estate loans secured
by properties elsewhere in New York
State and in Pennsylvania tend to have
a greater diversity of collateral types
and include a significant amount of
lending to customers who use the
mortgaged property in their trade or
business. Approximately 76% of the
aggregate dollar amount of commercial
real estate loans in New York State

secured by properties located outside of
the metropolitan New York City area
were for $5 million or less. Approxi-
mately 86% of the outstanding balance
of commercial real estate loans in
Pennsylvania were for $5 million or less.

Commercial real estate loans
secured by properties located outside
of New York State and Pennsylvania,
and outside of areas of neighboring
states considered to be part of the New
York City metropolitan area, comprised
10% of total commercial real estate
loans as of December 31, 2000.

Of the $534 million of commercial
construction loans presented in the
accompanying table, $289 million
represent loans for which the Company
has also committed to provide
permanent financing. At December 31,
2000, commercial construction loans
represented 2% of total loans and leases.

Real estate loans secured by one-
to-four family residential properties
totaled $4.8 billion at December 31,
2000, including approximately 46%
secured by properties located in New
York State and 31% secured by properties
located in Pennsylvania. At December
31, 2000, $525 million of residential
real estate loans were held for sale by
M&T Mortgage Corporation, the
Company’s residential mortgage
banking subsidiary. Loans to finance
the construction of one-to-four family
residential propertes totaled $364 million
at December 31, 2000, or approximately
2% of total loans and leases.

Consumer loans and leases
represented approximately 18% of the
average loan portfolio during 2000 and
1999, down slightly from 19% in 1998.
Automobile loans and leases and home
equity loans and lines of credit represent
the largest components of the consumer
loan portfolio. Approximately 85% of
home equity loans and lines of credit
outstanding at December 31, 2000
were secured by properties in New
York State and 12% were secured by
properties in Pennsylvania. At
December 31, 2000, 31% and 51% of
the automobile loan and lease portfolio
were to customers residing in New York
State and Pennsylvania, respectively.
Automobile loans and leases are generally
originated through dealers, however,
all applications submitted through
dealers are subject to the Company’s
normal underwriting and loan approval



procedures. Automobile loans and leases
represented approximately 8% of the
Company’s average loan portfolio
during 2000, while no other consumer
loan product represented more than
6%. The average outstanding balance of
automobile leases was approximately
$375 million in both 2000 and 1999,
and $315 million in 1998. Automobile
leases acquired in the Keystone transac-
tion totaled $231 million on October
6, 2000. Due to poorer than expected
results, during 1998 and 1997 the
Company terminated all of its co-branded
credit card programs and sold its retail
credit card business on July 31, 1998,
including outstanding balances of
approximately $186 million.

The Company’s investment
securities portfolio averaged $2.8 billion
in 2000, $2.1 billion in 1999 and $2.4
billion in 1998. Investment securities
obtained in the acquisition of Keystone
added approximately $185 million to
the average balance in 2000. The
remaining increase in 2000 from 1999
was generally the result of the previously
described securitization of approximately
$1.0 billion of residential mortgage
loans during the second quarter of 2000.
The investment securities portfolio is
largely comprised of residential mortgage-
backed securities and collateralized
mortgage obligations, commercial real
estate mortgage-backed securities, and
shorter-term U.S. Treasury notes. The
Company has also invested in debt
securities issued by municipalities and
debt and preferred equity securities
issued by government-sponsored agencies
and certain financial institutions. When
purchasing investment securities, the
Company considers its overall interest-
rate risk profile as well as the adequacy of
expected returns relative to prepayment
and other risks assumed. In managing
its investment securities portfolio, the
Company occasionally sells investment
securities following completion of a
business combination, such as the
recent acquisition of Keystone, and as a
result of changes in interest rates and
spreads, actual or anticipated prepay-
ments, or credit risk associated with a
particular security. Investment securities
obtained in the Keystone transaction
totaled approximately $1.2 billion on
October 6, 2000. Through December
31, 2000, approximately $628 million
of such securities were sold. The size of

the investment securities portfolio is
influenced by such factors as demand
for loans, which generally yield more
than investment securities, ongoing
repayments, the level of deposits, and
management of balance sheet size and
resulting capital ratios.

Money-market assets, which are
comprised of interest-earning deposits at
banks, interest-earning trading account
assets, Federal funds sold and agreements
to resell securities, averaged $239 million
in 2000, compared with $517 million
in 1999 and $230 million in 1998.

Core deposits represent the most
significant source of funding to the
Company and consist of noninterest-
bearing deposits, interest-bearing
transaction accounts, savings deposits
and nonbrokered domestic time
deposits under $100,000. Core deposits
generally carry lower interest rates than
wholesale funds of comparable maturities.
The Company’s branch network is its
principal source of core deposits.
Certificates of deposit under $100,000
generated on a nationwide basis by
M&T Bank, N.A. are also included in
core deposits. Average core deposits
were $13.6 billion in 2000, up from
$11.9 billion in 1999 and $10.7 billion
in 1998. The increase in average core
deposits in 2000 was due to the $4.7
billion of core deposits obtained on
October 6, 2000 in connection with
the Keystone transaction. The increase
in average core deposits in 1999 from
1998 reflected the 1999 Chase branch
and FNB acquisitions and the full-year
impact of the 1998 ONBANCorp
acquisition. Core deposits obtained in
the Chase branch acquisition as of
September 24, 1999 and in the FNB
acquisition as of June 1, 1999 were
$618 million and $419 million,
respectively. Core deposits obtained in
the acquisition of ONBANCorp totaled
approximately $2.8 billion on April 1,
1998. Average core deposits of M&T'

AVERAGE CORE DEPOSITS

Dollars in millions

AVERAGE CORE DEPOSITS
In billions

$15

12

1996 1997 1998 1999 2000

M Noninterest-bearing deposits
B Time deposits under $100,000
M Savings deposits

B NOW accounts

Bank, N.A. were $643 million in 2000,
$429 million in 1999 and $401 million
in 1998. Funding provided by core
deposits totaled 63% of average earning
assets in 2000, compared with 62% in
1999 and 63% in 1998. The accompa-
nying table summarizes average core
deposits in 2000 and percentage
changes in the components of such
deposits over the past two years.

The Company also obtains funding
through domestic time deposits of
$100,000 or more, deposits originated
through the Company’s offshore
branch office, and brokered certificates
of deposit. Domestic time deposits
over $100,000, excluding brokered
certificates of deposit, averaged

Percent increase from
2000 1999 to 2000 1998 to 1999

NOW accounts . . . ........... 486 25% 19%
Savings deposits . . . .. ... 5,507 7 17
Time deposits under $100,000 . . . . . 5,137 18 1
Noninterest-bearing deposits . . . . . . 2,425 23 18
Total . ... ... ... .......... $13,555 14% 11%
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2000 AVERAGE FUNDING SOURCES

11% Noninterest-bearing

deposits

2% Capital and other
net free funds

52% Interest-bearing
core deposits

13% Other deposits

Lo

22% Borrowings

1999 AVERAGE FUNDING SOURCES

10% Noninterest-bearing

deposits

2% Capital and other
net free funds

52% Interest-bearing
core deposits

16% Other deposits

4

20% Borrowings

$1.8 billion in 2000, compared with
$1.6 billion in 1999 and $1.3 billion
in 1998. Offshore branch deposits,
comprised primarily of accounts with
balances of $100,000 or more, averaged
$250 million in 2000, compared with
$254 million and $288 million in 1999
and 1998, respectively. Brokered
deposits averaged $696 million in
2000, compared with $1.1 billion in
1999 and $1 .4 billion in 1998, and
totaled $531 million at December 31,
2000. Brokered deposits have been
used as an alternative to short-term
borrowings to lengthen the average
maturity of interest-bearing liabilities.
The weighted-average remaining term
to maturity of brokered deposits at
December 31, 2000 was 1.2 years.
Certain of the brokered deposits have
provisions that allow early redemption.
In connection with the Company’s
management of interest rate risk, interest
rate swaps have been entered into under
which the Company receives a fixed
rate of interest and pays a variable rate
and that have notional amounts and
terms similar to the amounts and terms
of many of the brokered deposits.
Additional amounts of brokered deposits
may be solicited in the future depending
on market conditions and the cost of
funds available from alternative sources
at the time.

The Company also uses borrowings
from banks, securities dealers, the
Federal Home Loan Bank of New York
and the Federal Home Loan Bank of
Pittsburgh (together, the “FHLB”),
and others as sources of funding.
Short-term borrowings averaged $2.7
billion in 2000, $2.1 billion in 1999
and $1.9 billion in 1998. The average
balance of long-term borrowings was
$2.1 billion in 2000, $1.7 billion in 1999
and $835 million in 1998. Included in
average long-term borrowings were
amounts borrowed from the FHLB of
$1.4 billion in 2000, $1.2 billion in
1999 and $343 million in 1998 and
subordinated capital notes issued by
MgTI' Bank of $295 million in 2000 and
$175 million in 1999 and 1998. Trust
preferred securities with a carrying
value of $318 million that were issued
by special-purpose entities in 1997 are
also included in average long-term
borrowings. Further information
regarding the trust preferred securities,
as well as information regarding

TAXABLE-EQUIVALENT

NET INTEREST MARGIN
4.47% | 4.42% | 4.01% | 4.02% | 4.02%
1996 1997 1998 1999 2000

contractual maturities of long-term
borrowings, is provided in note 8 of
Notes to Financial Statements. As
previously noted, M&T Bank issued
$500 million of 8% subordinated
capital notes on October 5, 2000 in
anticipation of the Keystone and
Premier acquisitions.

Changes in the composition of
the Company’s earning assets and
interest-bearing liabilities, as described
herein, as well as changes in interest
rates and spreads, can impact net
interest income. Net interest spread, or
the difference between the yield on
carning assets and the rate paid on
interest-bearing liabilities, was 3.39% in
2000, compared with 3.48% in 1999.
As a result of generally rising interest
rates during much of 2000, the yield
on earning assets increased 51 basis
points (hundredths of one percent) to
8.30% from 7.79% in 1999. However,
the rate paid on interest-bearing
liabilities increased even further, rising
60 basis points to 4.91% from 4.31%
in 1999. Actions taken by the Federal
Reserve in 1999 and 2000 contributed
to the rising level of interest rates in
2000. In 1998, the net interest spread
was 3.44%, the yield on earning assets
was 8.08% and the rate paid on interest-
bearing liabilities was 4.64%.




Net interest-free funds consist
largely of noninterest-bearing demand
deposits and stockholders’ equity,
partially offset by goodwill and core
deposit intangible, bank owned life
insurance and other non-earning assets.
Net interest-free funds contributed
.63% to net interest margin in 2000,
compared with .54% in 1999 and .57%
in 1998. Average net interest-free
funds totaled $2.8 billion in 2000,
$2.4 billion in 1999 and $2.1 billion in
1998. The increase in the contribution
to net interest margin ascribed to net
interest-free funds in 2000 as compared
with 1999 resulted from the impact of
higher interest rates on interest-
bearing liabilities used to value such
contribution and a $390 million
increase in the average balance of net
interest-free funds, largely comprised
of higher average balances in non-
interest-bearing deposits and retained
earnings. The decline from 1998 to
1999 in the contribution to net interest
margin of net interest-free funds was
due, in part, to the goodwill and core
deposit intangible assets recorded in
conjunction with the FNB, Chase
branch and ONBANCorp acquisitions
and the cash surrender value of bank
owned life insurance. Goodwill and
core deposit intangible assets averaged
$766 million in 2000, $594 million in
1999 and $427 million in 1998, while
the cash surrender value of bank
owned life insurance averaged $458
million in 2000, $379 million in 1999
and $314 million in 1998. Increases
in the cash surrender value of bank
owned life insurance are not included
in interest income, but rather are

INTEREST RATE SWAPS

recorded in “other revenues from
operations.”

Future changes in market interest
rates or spreads, as well as changes in
the composition of the Company’s
portfolios of earning assets and interest-
bearing liabilities that result in reductions
in spreads could adversely impact the
Company’s net interest margin and net
interest income. Management assesses
the potential impact of future changes in
interest rates and spreads by projecting
net interest income under a number of
different interest rate scenarios. As part
of the management of interest rate risk,
the Company utilizes interest rate swap
agreements to modify the repricing
characteristics of certain portions of its
portfolios of earning assets and interest-
bearing liabilities. Revenue and expense
arising from these agreements are
reflected in either the yields earned on
assets or, as appropriate, the rates paid
on interest-bearing liabilities. The
notional amount of interest rate swaps
entered into for interest rate risk
management purposes as of December
31, 2000 was approximately $534
million. In general, under the terms of
these swaps, the Company receives
payments based on the outstanding
notional amount of the swaps at fixed
rates and makes payments at variable
rates. In anticipation of the previously
noted issuance of $500 million of
fixed-rate subordinated notes in
October 2000, the Company terminated
certain interest rate swap agreements
during September, including forward-
starting swaps, with an aggregate
notional amount of approximately
$421 million. Under the terms of the

terminated swaps, the Company would
have made fixed-rate payments and
received variable-rate payments. The
termination of these swaps, which had
been entered into to hedge interest
rate risk associated with fixed-rate
commercial real estate loans, resulted
in a net deferred gain of approximately
$15.5 million which will be recognized
in income over the designated hedge
period of the swaps. The impact of the
termination of the swaps on the
Company’s results of operations in
2000 was not significant. The average
notional amounts of interest rate swaps
entered into for interest rate risk
management purposes, the related
effect on net interest income and margin,
and the weighted-average rate paid or
received on those swaps are presented
in the accompanying table.

The Company estimates that as of
December 31, 2000 it would have
received approximately $1 million if all
interest rate swap agreements entered
into for interest rate risk management
purposes had been terminated, compared
with $25 million and $23 million at
December 31, 1999 and 1998, respec-
tively. The estimated fair value of the
interest rate swap portfolio results from
the effects of changing interest rates.
Additional information about interest
rate swaps is included in note 16 of
Notes to Financial Statements. Through
December 31, 2000, changes in the
estimated fair value of interest rate
swaps entered into for interest rate risk
management purposes were not
recorded in the consolidated financial
statements. A discussion of the impact
of changes in accounting for interest

Year ended December 31

2000 1999 1998
Dollars in thousands Amount Rate® Amount Rate® Amount Rate®
Increase (decrease) in:
Interest income . . . .. ... ... $ 793 % $ 12,750 07% $ 3,378 .02 %
Interest expense . . . . .. ... ... 780 = (13,350) (.08) (12,778) (.09)
Net interest income/margin. . . . . ... .. $ 13 % $ 26,100 14% $ 16,156 .10 %
Average notional amount®™. . . ... ... ... $875,933 $1,944.813 $2,521,426
Rate received . . . . .. ... ... ... 6.43% 6.69 % 6.70 %
Rate paid® . . ... ... ... . ... .. .. 6.43% 5.35 % 6.06 %

@ Computed as a percentage of average earning assets or interest-bearing linbilities.
® Excludes forward-starting intevest rate swaps.
) Weighted-average rate paid or veceived on intevest vate swaps in effect during year.
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PROVISION AND
NET CHARGE-OFFS
In millions
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B Net charge-offs
M Provision

1999 2000

rate swaps and other derivative financial
instruments that became effective
January 1, 2001 is presented herein
under the heading “Recently Issued
Accounting Standards Not Yet Adopted.”

PROVISION FOR CREDIT LOSSES

A provision for credit losses is recorded
to adjust the Company’s allowance for
credit losses to a level that is adequate
to absorb losses inherent in the loan
and lease portfolio. The provision for
credit losses was $38.0 million in
2000, down from $44.5 million in
1999 and $43.2 million in 1998. Net
loan charge-offs in 2000 were $29.0
million, significantly lower than $40.3
million in 1999 and $39.4 million in
1998. Net loan charge-offs as a
percentage of average loans outstanding
decreased to .16% in 2000 from .25%
in 1999 and .28% in 1998.
Nonperforming loans, consisting of
nonaccrual and restructured loans,
totaled $110.6 million or .49% of loans
and leases outstanding at December 31,
2000, compared with $72.2 million or
41% a year earlier and $79.3 million or
.50% at December 31, 1998. The
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LOAN CHARGE-OFFES, PROVISION AND ALLOWANCE FOR CREDIT LOSSES

Dollars in thousands 2000

1999 1998 1997 1996

Allowance for credit losses
beginning balance . ... ..

$316,165 306,347 274,656 270,466 262,344

Charge-offs during year
Commercial, financial,

agricultural, etc. . . . . .. 6,943 19,246 5,457 4,539 6,120
Real estate — construction . . - - 950 - -
Real estate — mortgage. . . . 7,917 5,241 7,210 9910 7,389
Consumer . . . . ....... 28,071 35,168 42,684 44,880 36,037

Total charge-ofts . . . .. 42931 59,655 56,301 59,329 49,546

Recoveries during year
Commercial, financial,

agricultural, etc. . . . . .. 1,199 2,244 2,783 2,609 3,671
Real estate — construction . . - 406 - - 50
Real estate — mortgage. . . . 3,573 3,201 2,894 5,869 3,049
Consumer . . . ........ 9,179 13486 11,210 9,041 7,573

Total recoveries . . . . . . 13951 19,337 16,887 17,519 14,343

Net charge-offs . . . ... ... 28,980 40,318 39414 41,810 35,203
Provision for credit losses . . . 38,000 44,500 43200 46,000 43,325
Allowance for credit losses
acquired during the year . . 49518 5,636 27,905 - -
Allowance for credit losses
ending balance . . ... ... $374,703 316,165 306,347 274,656 270,466
Net charge-offs as a percent of:
Provision for credit losses . . 76.26% 90.60% 91.24% 90.89% 81.25%
Average loans and leases,
net of unearned discount. . .16% 25% .28% .38% .35%
Allowance for credit losses
as a percent of loans and
leases, net of unearned
discount, at year-end . . . 1.65% 1.82% 1.94% 2.39% 2.52%

increase at December 31, 2000 as
compared with 1999 and 1998 reflects
the inclusion of approximately $43 million
of nonperforming loans acquired in the
merger with Keystone on October 6,
2000. Accruing loans past due 90 days
or more totaled $141.8 million or .62%
of total loans and leases at December 31,
2000, compared with $31.0 million or
.18% at December 31, 1999 and $37.8
million or .24% at December 31, 1998.
The increase resulted largely from the
inclusion at December 31, 2000 of $87
million of one-to-four family residential
mortgage loans serviced by the
Company and repurchased during the
fourth quarter of 2000 from the
Government National Mortgage
Association (“GNMA?”). The outstanding
principal balances of such loans are
fully guaranteed by government agencies.
The loans were repurchased to reduce

servicing costs associated with the
loans, including a requirement to
advance principal and interest payments
to GNMA that had not been received
from individual mortgagors. Expenses
incurred during the fourth quarter of
2000 associated with the repurchased
loans were approximately $3 million
and have been included in “Other costs
of operations” in the consolidated
statement of income.

The allowance for credit losses was
$374.7 million or 1.65% of net loans and
leases at the end of 2000, compared
with $316.2 million or 1.82% at
December 31, 1999 and $306.3 million
or 1.94% at December 31, 1998. The
ratio of the allowance to nonperforming
loans at year-end 2000, 1999 and 1998
was 339%, 438% and 387%, respectively.
The decline in the allowance as a
percentage of total loans at December 31,



2000 as compared with prior years
reflects management’s evaluation of the
loan and lease portfolio as of each date,
the relatively favorable and/or stable
economic environment for many
commercial borrowers during much of
the recent year, the July 1998 sale of the
Company’s retail credit card business,
and other factors. Management
regularly assesses the adequacy of the
allowance by performing an ongoing
evaluation of the loan and lease portfolio,
including such factors as the differing
economic risks associated with each
loan category, the current financial
condition of specific borrowers, the
economic environment in which bor-
rowers operate, the level of delinquent
loans and the value of any collateral.
Significant loans are individually
analyzed, while other smaller balance
loans are evaluated by loan category.
Management cautiously evaluated the
impact of changes in interest rates and
overall economic conditions on the
ability of borrowers to meet repayment
obligations when assessing the adequacy
of the Company’s allowance for credit
losses as of December 31, 2000. In
addition to the impact of acquisitions,
factors considered by management
when performing such assessment
included, but were not limited to: (i)
the concentration of commercial real
estate loans in the Company’s loan
portfolio, particularly the large concen-
tration of loans secured by properties
in New York State, in general, and in
the New York City metropolitan area,
in particular; (ii) the amount of
commercial and industrial loans to

businesses in areas of New York State
outside of the New York City metro-
politan area that have not experienced
the same degree of economic growth
experienced by the vast majority of
other regions of the country in recent
years; and (iii) significant growth in loans
to individual consumers. Based upon
the results of such review, management
believes that the allowance for credit
losses at December 31, 2000 was
adequate to absorb credit losses inherent
in the portfolio as of that date.

The accompanying table presents a
comparative allocation of the allowance
for credit losses for each of the past
five year-ends. Amounts were allocated
to specific loan categories based upon
management’s classification of loans
under the Company’s internal loan
grading system and assessment of near-
term charge-offs and losses existing in
specific larger balance loans that are
reviewed in detail by the Company’s
internal loan review department and
pools of other loans that are not
individually analyzed. The unallocated
portion of the allowance is intended to
provide for probable losses that are not
otherwise identifiable resulting from
(i) comparatively poorer economic
conditions and an unfavorable business
climate in many market regions served
by the Company that have not experi-
enced the same degree of economic
growth evident in much of the rest of
the country in recent years; (ii) portfolio
concentrations regarding loan type,
collateral type and geographic location,
in particular the large concentration of
commercial real estate loans secured by

ALLOCATION OF THE ALLOWANCE FOR CREDIT LOSSES TO LOAN CATEGORIES

Dollars in thousands

December 31 2000

1999 1998 1997 1996

Commercial, financial,

agricultural, etc.. . . ... .. $125568 78,019 57,744 42816 39,556
Real estate — mortgage . . . . . 124,453 92982 91,692 70,354 73,879
Consumer . . .. ........ 74,604 46,235 45,356 57,757 34224
Unallocated . . .. ....... 50,078 98,929 111,555 103,729 122,807

Total . . ............ $374,703 316,165 306,347 274,656 270,466
As a percentage of gross loans

and leases outstanding
Commercial, financial,

agricultural, etc.. . . ... .. 2.43% 2.11% 1.76% 1.78% 1.79%
Real estate — mortgage . . . . . 98 92 .99 1.04 1.19
Consumer . . .......... 1.76 1.45 1.53 2.47 1.30

ALLOWANCE AND
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properties in the New York City
metropolitan area and other areas of
New York State; (iii) the effect of
expansion into new markets, including
market areas entered through acquisitions;
(iv) the introduction of new loan product
types, including expansion of automobile
loan and leasing activities in recent
years; and, (v) the possible use of
imprecise estimates in determining the
allocated portion of the allowance.

Led by growth in New York City, the
economy in New York State expanded
during 2000 at a rate similar to that of
the national average. However,
although improved when compared to
prior years, economic growth in areas
of New York State outside of the New
York City metropolitan area continued
to lag behind the rest of the country.
Furthermore, consistent with other
regions of the country, the rate of
employment growth in New York State
slowed during the second half of 2000.
Slower job growth, coupled with a
declining population base, has left the
upstate New York region susceptible to
potential credit problems, particularly
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related to commercial customers. After
contracting throughout 1998 and 1999,
the economy in central Pennsylvania
stabilized in 2000. Nevertheless, the
rate of employment growth in central
Pennsylvania in 2000 was approximately
one-half the rate experienced in the rest
of the country. Given the Company’s
high concentration of commercial loans
and commercial real estate loans in
New York State, including the upstate
New York region, and central
Pennsylvania, and considering the
other factors already discussed, the
level of the unallocated portion of the
allowance for credit losses was deemed
prudent and reasonable by management.
Nevertheless, the allowance is general
in nature and is available to absorb
losses from any loan or lease category.
Accordingly, the amounts presented in
the table are not necessarily indicative
of future losses within the individual
loan categories.

Several factors influence the
Company’s credit loss experience,
including overall economic conditions

affecting businesses and consumers, in
general, and, due to the size of the
Company’s commercial real estate loan
portfolio, real estate valuations, in
particular. Commercial real estate
valuations include many assumptions
and, as a result, can be highly subjective.
Commercial real estate values can be
significantly affected over relatively
short periods of time by changes in
business climate, economic conditions
and interest rates, and, in many cases,
the results of operations of businesses
and other occupants of the real property.
Nonperforming commercial real
estate loans totaled $37.0 million,
$13.4 million and $18.9 million at
December 31, 2000, 1999 and 1998,
respectively. Commercial real estate
loans acquired in the Keystone merger
that were classified at December 31,
2000 as nonperforming were $23.0
million. During 2000 and 1999, the
Company realized net recoveries of
previously charged-off commercial real
estate loans of $383 thousand and
$2.2 million. During 1998, net charge-

NONPERFORMING ASSETS AND PAST DUE LOAN DATA

Dollars in thousands

December 31 2000 1999 1998 1997 1996
Nonaccrual loans . . . ... .. $100,951 61,816 70,999 38,588 58,232
Renegotiated loans . . . . . .. 9,688 10,353 8,262 11,660 -
Total nonperforming loans . . 110,639 72,169 79,261 50,248 58,232
Real estate and other
assetsowned . ... ..... 13,619 10,000 11,129 8,413 8,523
Total nonperforming assets . .  $124,258 82,169 90,390 58,661 66,755
Accruing loans past due
90 days or more® . ... .. $141,843 31,017 37,784 30,402 39,652
Government guaranteed loans
included in totals above:
Nonperforming loans . . . $ 8,625 5,239 4,033 3,024 4,163
Accruing loans past due
90 days or more . . . . . 102,505 11,290 10,283 14,688 21,684
Nonperforming loans
to total loans and leases, net
of unearned discount . . . 49% 41% .50% 44% .54%
Nonperforming assets to total
net loans and leases and
real estate and other
assets owned . . . ... .. .55% A7% .57% .51% .62%
Accruing loans past due
90 days or more to total
loans and leases, net of
unearned discount . . . . . .62% .18% .24% 26% .37%

@ Predominately residentinl mortgage loans and consumer loans.
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offs of commercial real estate loans
were $3.6 million.

Net charge-offs of consumer loans
and leases were $18.9 million in 2000,
or .56% of average consumer loans and
leases outstanding during the year,
compared with $21.7 million or .72%
in 1999 and $31.5 million or 1.13% in
1998. Charge-offs of indirect automo-
bile loans and leases represented the
most significant type of consumer loans
charged off during the past three years.
Net indirect automobile loan and lease
charge-offs during 2000 were $7.2
million, compared with $8.3 million in
1999 and $10.5 million in 1998. Net
charge-offs of credit card balances in
1998 totaled $14.4 million. There
were no significant charge-offs of credit
card balances in 2000 and 1999 since the
Company’s retail credit card business
was sold in July 1998. Nonperforming
consumer loans and leases totaled
$12.1 million or .29% of outstanding
consumer loans at December 31, 2000,
compared with $11.5 million or .37%
at December 31, 1999 and $10.3
million or .36% at December 31, 1998.
Accruing consumer loans and leases
past due ninety days or more at
December 31, 2000 were $21.3 million,
compared with $15.8 million and
$18.0 million at December 31, 1999
and 1998, respectively. Consumer loans
and leases acquired in the Keystone
merger that were past due ninety days
or more and accruing interest at
December 31, 2000 were $5.6 million.
Despite the existence of loan collateral
in many cases, management conserva-
tively evaluated the collectability of
these delinquent consumer loans and
leases when assessing the adequacy of
the allowance for credit losses.

During 2000, net charge-offs of
commercial loans and leases totaled
$5.7 million, compared with $17.0
million in 1999 and $2.7 million in
1998. The higher level of charge-offs in
1999 compared with 2000 and 1998
was largely the result of two commercial
loans with partial charge-offs aggregat-
ing $15.0 million. Nonperforming
commercial loans and leases totaled
$25.5 million, $21.1 million and $20.0
million at December 31, 2000, 1999
and 1998, respectively. Commercial
loans acquired in the Keystone merger
that were classified as nonperforming at
December 31, 2000 were $12.7 million.



Net charge-offs of residential real
estate loans were $4.7 million in 2000,
compared with $3.9 million and $1.6
million in 1999 and 1998, respectively.
Residential real estate loans classified as
nonperforming at December 31, 2000
totaled $36.0 million, compared with
$26.2 million and $30.1 million at
December 31, 1999 and 1998, respec-
tively. Residential real estate loans past
due ninety days or more and accruing
interest totaled $115.3 million, $13.9
million and $18.8 million at December
31, 2000, 1999 and 1998, respectively.
The higher level of such loans in 2000
as compared with 1999 and 1998
resulted largely from the inclusion at
December 31, 2000 of the previously
discussed $87 million of loans repur-
chased from GNMA. The repurchased
loans are fully guaranteed by government
agencies. Residential real estate loans
acquired in the Keystone merger that
were classified at December 31, 2000
as nonperforming and accruing loans
past due ninety days or more were $6.9
million and $8.0 million, respectively.

Commercial real estate loans
secured by multi-family properties in
the New York City metropolitan area
represented 7% of loans outstanding at
December 31, 2000. The Company had
no concentrations of credit extended to
any specific industry that exceeded 10%
of total loans at December 31, 2000.
Furthermore, the Company had no
exposure to less developed countries
and less than $1 million of outstanding
foreign loans at December 31, 2000.

Assets acquired in settlement of
defaulted loans totaled $13.6 million
at December 31, 2000, compared with
$10.0 million a year earlier and $11.1
million at the end of 1998.

OTHER INCOME

Other income grew 15% to $325 million
in 2000 from $282 million in 1999.
Increases in service charges on deposit
accounts, income from leasing activities,
and brokerage services income were
partially offset by lower mortgage
banking revenues and losses from sales of
bank investment securities. Approximately
40% of the increase in other income
from 1999 to 2000 was attributable to
revenues related to operations and /or
market areas associated with the
Keystone acquisition. Other income was

$248 million in 1998, after excluding
$15.3 million of tax-exempt income
resulting from the previously noted transfer
of appreciated investment securities to
an affiliated, tax-exempt charitable
foundation. Growth in mortgage banking
revenues, fees earned from deposit
services, and a full year of revenues
associated with operations obtained in the
ONBANCorp acquisition contributed
to the increase from 1998 to 1999.

Mortgage banking revenues,
which consist of residential mortgage
loan servicing fees, gains from sales of
residential mortgage loans and loan
servicing rights, and other residential
mortgage loan-related fees, decreased
12% to $63.2 million in 2000 from
$71.8 million in 1999. The Company
maintains residential mortgage loan
origination offices in New York State
and Pennsylvania, as well as in Arizona,
Colorado, Idaho, Massachusetts, Ohio,
Oregon, Utah and Washington.
Generally higher interest rates during
the fourth quarter of 1999 and
throughout most of 2000 negatively
impacted mortgage origination volume.
The lower volume and tighter pricing
margins, due to competitive pressures,
contributed to a decrease in gains from
sales of residential mortgage loans and
loan servicing rights to $24.8 million
in 2000, compared with $39.7 million
in 1999 and $32.4 million in 1998.
Revenues from servicing residential
mortgage loans for others were $32.3
million in 2000, compared with $26.8
million in 1999 and $29.3 million in
1998. Residential mortgage loans
serviced for others totaled $9.7 billion
(including approximately $1 billion of
loans that had been serviced by
Keystone), $7.2 billion and $7.3 billion
at December 31, 2000, 1999 and
1998, respectively. Capitalized servicing
assets were $101 million at December
31, 2000, $61 million at December 31,
1999, and $62 million at December 31,
1998. Capitalized servicing assets
recorded during 2000 as a result of the
Keystone transaction, other purchased
servicing rights and the previously
noted securitization of $1.0 billion of
residential mortgage loans were
approximately $15 million, $21 million
and $14 million, respectively.

Service charges on deposit
accounts rose 26% to $92.5 million in
2000 from $73.6 million in 1999, and
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61% from $57.4 million in 1998. The
full-year effect in 2000 of a third quarter
1999 increase in fees and the impact of
acquisitions were significant factors
contributing to the increases. Fees for
services provided to customers in the
areas formerly served by Keystone
contributed approximately 30% of the
increase from 1999 to 2000. Trust
income increased 11% to $45.2 million
in 2000 from $40.8 million in 1999
and 18% from $38.2 million in 1998.
The increase in 2000 from 1999 was
attributable to the acquisition of
Keystone. Higher revenues from
investment management services
contributed to the increase in 1999
from 1998. Brokerage services income,
which is comprised of revenues from
the sale of mutual funds and annuities
and securities brokerage fees, totaled
$32.8 million in 2000, up 21% from
$27.1 million in 1999 and 67% higher
than $19.6 million in 1998. Trading
account and foreign exchange activity
resulted in gains of $2.4 million in
2000, $315 thousand in 1999 and
$4.0 million in 1998. The decline in
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1999 income was largely the result of
an approximate $3 million loss
incurred as a result of a counterparty
defaulting on the settlement of out-
standing foreign exchange contracts.
Losses from sales of bank investment
securities in 2000 reflect $3.1 million
of net losses incurred during the fourth
quarter of 2000 from sales of investment
securities following the acquisition of
Keystone and the combination of the
investment portfolios of Keystone and
M&T. During 1999 and 1998, the
Company sold bank investment securities
resulting in gains of $1.6 million and
$1.8 million, respectively. All sold
securities had been previously classified
as available for sale for financial
reporting purposes.

Other revenues from operations
increased to $91.7 million in 2000,
compared with $67.2 million in 1999
and $61.1 million in 1998 (excluding
the effect of the contribution of securi-
ties to the affiliated foundation).
Approximately one-sixth of the increase
from 1999 to 2000 resulted from
operations related to Keystone. Other
revenues from operations included
$25.5 million, $22.5 million and $17.6
million in 2000, 1999 and 1998,
respectively, of tax-exempt income
carned from bank owned life insurance,
which includes increases in cash surrender
value of life insurance policies and
benefits received. Also included were
revenues from merchant discount and
credit card fees of $9.3 million, $7.5
million and $12.4 million in 2000,
1999 and 1998, respectively. Other
items that contributed to the increase
in other revenues from operations in
2000 from 1999 include income from
leasing activities and higher insurance-
related revenues. Income from leasing
activities reflects a net gain of $9 million
realized during the fourth quarter of
2000 resulting from a $13.5 million
gain from the sale of equipment previ-
ously leased to a commercial customer
and an accrual of $4.5 million for losses
associated with selling automobiles and
other vehicles presently leased to retail
customers. Insurance-related revenues
totaled $6.6 million in 2000, compared
with $879 thousand and $635 thousand
in 1999 and 1998, respectively. The
previously noted acquisition of MBD
in March 2000 was the leading factor
contributing to higher insurance-related
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revenues. A $7.0 million increase in
revenues from letter of credit and other
credit-related fees also contributed to the
rise in other revenues from operations
in 1999 from 1998.

OTHER EXPENSE

Operating expenses, which exclude
amortization of goodwill and core
deposit intangible as well as merger-
related and other nonrecurring expenses,
were $599 million in 2000, 14% higher
than $525 million in 1999 and 23%
higher than $486 million in 1998.
Expenses related to acquired operations
significantly contributed to the higher
expense levels in 2000 and 1999.
However, since the operating systems
and support operations related to
Keystone, ONBANCorp, FNB and the
former Chase branches have been
combined with those of the Company,
the Company’s operating expenses
cannot be precisely divided between
or attributed directly to the acquired
operations or to the Company as it
existed prior to each transaction.
Components of other expense considered
to be non-operating in nature and
therefore excluded from the operating
expense totals noted above were
amortization of goodwill and core
deposit intangible of $69.6 million in
2000, $49.7 million in 1999 and
$34.5 million in 1998; merger-related
expenses of $26.0 million, $4.7 million
and $21.3 million in 2000, 1999 and
1998, respectively; and $24.6 million of
expense recognized in 1998 related to the
previously discussed transfer of securities
to an affiliated charitable foundation.
Salaries and employee benefits
expense was $329 million in 2000, 16%
higher than the $285 million in 1999
and 27% higher than the $259 million in
1998. Salaries and benefits related to
acquired operations, merit salary increases,
and higher expenses for incentive
compensation arrangements were factors
contributing to the increases in 2000
and 1999. Higher medical benefit costs
in 1999 also contributed to the increase
in 1999 from 1998. The number of
full-time equivalent employees was
8,219 at December 31, 2000, compared
with 6,171 at December 31, 1999 and
6,044 at December 31, 1998.
Excluding the non-operating
expense items previously noted, non-
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personnel expense totaled $272 million
in 2000, 13% higher than $240 million
in 1999 and 19% higher than $228
million in 1998. Higher equipment
and net occupancy expenses, largely
attributable to the impact of acquisitions,
higher amortization of capitalized
servicing rights and increased foreclosure-
related expenses were significant factors
contributing to the rise in nonpersonnel
expenses from 1999 to 2000. Higher
equi