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COVER ART: Corning, New York native, Harvey K. Littleton's Upward Undulation is just one of the pieces that
earned him the name, “Father of the Studio Glass Movement.”

As the son of a Corning Glass Works physicist, Harvey Littleton’s fascination with glass began at age six when he started
accompanying his father — the developer of Pyrex glassware — to work. Years later, while teaching at the University of
Wisconsin, he inspired many with his belief that glass could be used as a medium for art. When he ended his teaching
career in 1976, he went on to produce some of his most memorable pieces, including Upward Undulation.

Littleton’s work has been featured at The Metropolitan Museum of Art and the Museum of Arts and Design in
New York City, The Corning Museum of Glass and the Smithsonian Institution, among others.

Harvey Littleton’s Upward Undulation is permanently on display at The Corning Museum of Glass, in a gallery
honoring the Studio Glass movement.

This is the ninth in a series of annual reports to feature the work of regional artists in the communities supported
by M&T Bank.

Upward Undulation

Harvey K. Littleton (American, b. 1922)

United States, Verona, Wisconsin, 1974

Kiln-formed sheet glass; aluminum base

Overall H. 53"

Collection of The Corning Museum of Glass, Corning, NY - purchased with the aid of funds from the National Endowment for the Arts (79.4.145)



Financial Highlights . . ... .. ... . .. .. . . . . ii

Message to Stockholders. . . ... ... ... ... L L iv
Officers and Directors . . . . . . ..o v ittt e e e Xix
United States Securities and Exchange Commission (SEC) Form 10-K. . . .. .. .. xxii

The annual meeting of stockholders will take place at 11:00 a.m. on April 21, 2009 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 $65.8 billion at December 31,2008. M&T Bank
Corporation’s subsidiaries include M&T Bank and M&T Bank, National Association.

M&T Bank has offices in New York State, Pennsylvania, Maryland, Delaware,
New Jersey, Virginia, West Virginia and the District of Columbia, and has an office

in the Cayman Islands. Major subsidiaries include:

MS&T Credit Services, LLC MA&T Realty Capital Corporation
MA&T Insurance Agency, Inc. M&T Securities, Inc.
M&T Real Estate Trust MTB Investment Advisors, Inc.



2008 2007 Change

For the year
Performance Net income (thousands). . . ... ... .. $555,887 654,259 - 15%
Return on
Averageassets. . .. ............ .85% 1.12%
Average common equity . .. ... ... 8.64% 10.47%
Net interest margin. . . ... ........ 3.38% 3.60%
Net charge-offs/average loans . . .. ... .78% .26%
Efficiency ratio® . .. ...... .. .. .. 56.54% 55.04%
Per common share data Basicearnings. . ............... $ 504 6.05 -17%
Diluted earnings . ... ........... 5.01 5.95 - 16%
Cash dividends . ............... 2.80 2.60 + 8%
Net operating (tangible) results® Net operating income (thousands) . . . . $598,551 703,820 - 15%
Diluted net operating earnings
per commonshare. . . . ......... 5.39 6.40 - 16%
Net operating return on
Average tangible assets . . ... ... .. .97% 1.27%
Average tangible common equity . . . . 19.63% 22.58%
Efficiency ratio® . . . .. ... ... ... 54.35% 52.77%

At December 31

Balance sheet data (millions) Loans and leases,

net of unearned discount. . . . ... .. $ 49,000 48,022 + 2%
Totalassets. . . ... ............. 65,816 64,876 + 1%
Deposits. . .. ... ... oo 42,581 41,266 + 3%
Stockholders’ equity . . ... ........ 6,785 6,485 + 5%
Loan quality Allowance for credit losses/net loans. . . 1.61% 1.58%
Nonaccrual loans ratio. . . .. ....... 1.54% .90%
Capital Tier 1 risk-based capital ratio . . . . . .. 8.83% 6.84%
Total risk-based capital ratio . . . . .. .. 12.83% 11.18%
Leverageratio . . ............... 8.35% 6.59%
Total equity/total assets. . . .. ....... 10.31% 10.00%
Common equity (book value) per share. .  $§ 56.29 58.99 - 5%
Tangible common equity per share . . . . 25.94 27.98 - 7%
Market price per share
Closing . . . ................. 57.41 81.57 - 30%
High. . ...... ... ... ... .. ... 108.53 125.13
Low . ... ... o oo 52.20 77.39

@ Excludes impact of merger-related expenses and net securities transactions.

®) Excludes amortization and balances related to goodwill and core deposit and other intangible assets and merger-related expenses
which, except in the calculation of the efficiency ratio, are net of applicable income tax effects. A reconciliation of net income and net
operating income appears in Item 7, Table 2 in Form 10-K.



DILUTED EARNINGS
PER COMMON SHARE

2004 | 2005 | 2006 | 2007 | 2008

$6.38  $7.03 $7.73  $6.40 $5.39
0 $6.00 $6.73 $7.37  $5.95 $5.01

Diluted net operating®
@ Diluted

NET INCOME
In millions

2004 | 2005 | 2006 | 2007 | 2008

$768.6  $816.9 $880.7 $703.8 $598.6
B $722.5 $782.2 $839.2 $6543  $555.9

Net operating income®
B Net income

STOCKHOLDERS EQUITY
PER COMMON SHARE AT YEAR-END

2004 | 2005 | 2006 | 2007 | 2008

$49.68  $5239  $56.94  $5899  $56.29
B $2362  $2591 $2857  $27.98  $2594

Stockholders’ equity per common share
at year-end

B Tangible stockholders’ equity per common
share at year-end

RETURN ON AVERAGE COMMON
STOCKHOLDERS’ EQUITY

2004 | 2005 | 2006 | 2007 | 2008

28.76% 29.06% 29.55% 22.58% 19.63%
W 12.67% 13.49% 13.89% 10.47%  8.64%
Net operating return on average tangible

common stockholders’ equity®

B Return on average common stockholders’
equity

®Excludes merger-related expenses and amortization of intangible assets, net of applicable income tax effects.
A reconciliation of net operating (tangible) results with net income is included in Item 7, Table 2 in Form 10-K.
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MESSAGE TO STOCKHOLDERS



ast year, in this message, I wrote that it was my hope “next year in this space, to
report better news.” The figures below make clear that I cannot do so. Although M&T
remained solidly profitable throughout last year, that can neither obscure nor provide
consolation for the fact that the significant earnings decline in 2007 has been followed,
in the year past, by another year of the same. It is incumbent upon a chief executive to

offer an explanation for such a performance and, herewith, I will undertake to try.

One would like to be able to say, in such a situation, that the year-over-year decline
in profitability can be attributed largely to market forces, beyond any one company’s
control. Moreover, there is not the slightest doubt that the financial crisis gripping the
U.S. economy had a profound effect on the nation’s banking system in 2008, a year that
saw the banking and financial services industries as a whole post significant losses. So, yes,
recessionary forces contributed to that decline in our earnings. But much —too much — of
that decline stemmed not from larger forces but from our own decisions, which led us to
stray from our traditional community banking model. Below I will explain the specifics
of those decisions and their impact on our performance, as well as steps we have taken to
put things on a better course— steps whose efficacy will, however, inevitably be affected by
the storm of economic forces which seems likely to continue to buffet the nation over the

course of 2009. Here follow, first, the 2008 results in full.

Diluted earnings per common share in 2008 were $5.01, or 16% lower than in
2007. Last year’s net income of $556 million represented a return on average assets of .85%
and on average common stockholders’ equity of 8.64%. In 2007, net income was $654
million and the returns on average assets and average common equity were 1.12% and

10.47%, respectively.

As in years past, we also provide supplemental reporting on a “net operating” or
“tangible” basis in order to help investors understand the effect of acquisition activity on
M&T’s results. Net operating results differ from those reported above using generally
accepted accounting principles (GAAP) in that the after-tax effects of merger-related
integration expenses and amortization of core deposit and other intangible assets are
excluded. Similar to the GAAP-based amounts presented above, diluted net operating
earnings per common share declined 16% to $5.39 in 2008 from $6.40 in 2007. In total
dollar amount, last year’s net operating income was $599 million, or 15% lower than

in the year before. That net operating income expressed as a rate of return on average
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tangible assets and average tangible common stockholders’ equity— that is, total assets
and common stockholders’ equity less goodwill, core deposit and other intangible assets
(and deferred taxes related thereto) —was .97% and 19.63%, respectively. In 2007 those

measurements were 1.27% and 22.58%.

In short form, M&T"’s results for 2008 can be told thusly. The positive forces
resulting from a 12% growth in average earning assets and a 7% rise in fees and other
noninterest income earned in our core businesses were consumed by significantly
higher credit costs, further losses in our investment securities portfolio, and the virtual
elimination of activity in the securitization markets previously accessed by Bayview
Lending Group (BLG) —an originator of small balance commercial mortgage loans of

which M&T owns 20%.

Average earning assets rose to $58.0 billion in 2008, up from $52.0 billion a
year earlier. That growth was fueled by an 11% increase in average loans and leases to
$48.8 billion last year from $44.1 billion in 2007. Nevertheless, growth in net interest
income resulting from those higher average asset levels was subdued by a 22 basis point
(hundredth of one percent) drop in the net interest margin— or taxable-equivalent net
interest income divided by average earning assets—to 3.38% in 2008 from 3.60% in
2007. As a result, last year’s taxable-equivalent net interest income totaled $1.96 billion,

a rise of 5%. In 2007 it had been $1.87 billion.

In total, noninterest income rose a modest 1% last year to $939 million from
$933 million in 2007. Higher revenues from providing mortgage banking, deposit
account services and other core banking activities were muted by greater losses from
bank investment securities of $22 million and a decline in M&T’s pro-rata portion of
the operating results of BLG that aggregated $46 million. Losses from bank investment
securities in 2008, net of $35 million of realized gains, totaled $148 million and were
due to other-than-temporary impairment charges related to our holdings of preferred
stock of the government-sponsored entities Fannie Mae and Freddie Mac ($153 million),
certain holdings of collateralized mortgage obligations backed by residential real estate
loans ($18 million), and collateralized debt obligations (CDOs) backed by trust preferred
capital securities issued by other banking and insurance companies acquired in a recent
acquisition ($11 million). In 2007, net securities losses had been $126 million and reflected
a $127 million other-than-temporary impairment charge related to our holdings of CDOs

backed by subprime residential mortgage securities.



The precipitous decline in earnings at BLG resulted from a disruption in the
commercial mortgage-backed securities market previously accessed by BLG to secure
funding for its operations. The consequences of that disruption included BLG realizing
lower gains from loan securitization and sales activities, lower values for loans it held
for sale, and higher costs for severance and lease terminations incurred as it downsized

its operations.

Understanding of our 2008 results requires that special attention be paid to the
dramatic increase in credit costs. Specifically, the provision for credit losses jumped to $412
million last year. It was $192 million in 2007. Net loan charge-offs —that is, the amount
by which charge-offs exceed recoveries of loan balances previously charged-off —spiked
to $383 million in 2008, or .78% of average loans outstanding during the year. By way of
comparison, net charge-ofts had been $114 million in 2007, or .26% of that year’s average

outstanding loans.

The rise in net charge-offs reflects the recessionary state of the U.S. economy
throughout 2008 and the steep declines in residential real estate values that resulted.
Those declining values adversely impacted the loan repayment capabilities of individual
homeowners and developers of residential real estate properties. Net charge-ofts in 2008
included loans to residential real estate builders and developers of $100 million, up from
$4 million in 2007; residential real estate loans of $63 million, up from $19 million in
2007; commercial loans of $94 million, compared with $24 million in 2007; and consumer
loans of $114 million, up from $65 million in the preceding year. (We also experienced
commercial real estate net charge-offs to customers other than residential builder/

developers of $12 million, compared with $2 million in 2007.)

M&T ceases the accrual of interest on loans when we have specific doubt about
the borrower’s ability to completely repay the loan. Nonaccrual loans at the 2008 year-end
aggregated $755 million, or 1.54% of loans outstanding as of that date. A year earlier,
nonaccrual loans had been $431 million, or .90% of then outstanding loans. A $124 million
increase in loans to residential builders and developers and a $75 million increase in
residential real estate loans were the major factors contributing to that overall year-over-

year increase in nonaccrual loans.

At December 31, 2008 the allowance for credit losses amounted to $788 million,
equal to 1.61% of total loans and leases, net of unearned discount, then outstanding.

A year earlier, the allowance had been $759 million or 1.58% of total loans and leases.
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Last year, in an effort to assist borrowers, M&T voluntarily modified the terms of
$162 million of residential real estate loans. Those modifications were intended to help
borrowers remain in their homes and included such actions as the extension of maturity
dates and the lowering of interest rates and monthly customer payments. In so doing, of
course, we are hopeful of realizing increased loan repayments and reduced net charge-offs.
Prudence dictates that before accruing interest on a modified loan that it be determined
whether a borrower is indeed capable of complying with the modified terms by making at
least six consecutive monthly payments. As a result, as of December 31, 2008 $69 million
of those modified loans were accruing interest on a current basis, while the remaining $93

million were still within that six-month corridor and thus in nonaccrual status.

How should the above results best be understood? One is tempted to portray them in
modestly positive terms, to emphasize that we continued to do a great many things right
over the course of 2008, absent which we would not have been able to report even the
lower net income noted above. Nor is there doubt that, at least to some extent, our own
situation was hostage to far larger forces. Even those of us who believed that the economic
and financial system problems which began to emerge in 2007 were deep and serious could
not have anticipated the unprecedented events about which we now speak matter-of-factly.
Few imagined the demise of storied Wall Street financial institutions, the placement in
government conservatorship of the secondary mortgage market companies Fannie Mae
and Freddie Mac, the direct investment of taxpayer dollars in major financial institutions,
including an international insurance company, a government stake in the automobile
industry, a more than-doubled increase in the government-insured level of bank deposits
and the extension of such insurance, under near-emergency conditions, to investment
funds not previously covered. The Nobel laureate novelist V.S. Naipaul has recalled the
newspapers of his Caribbean youth as having unfailingly promoted their work as accounts
of “extraordinary events and amazing occurrences.” As applied to what’s happened over

the past year, such would be no overstatement.

It is true, as well, that the year past was one for which a report of any earnings
at all can be said to distinguish us. After all, 2008, officially a recession year, saw major
banks of national reach sold at fire sale prices, after reporting billions in losses —and the
U.S. banking system as a whole (ie., the 8,384 financial institutions whose deposits are

insured by the federal government) appears poised to have recorded its first quarterly loss



since 1990. That we were able, as noted above, to continue to generate positive results from

growth in our average earning assets and fees reflects the fundamental strength of M&T.

It will not do, however, to claim that we’ve succeeded because we’ve avoided failure.
The key question suggested by the figures above must not be how we avoided disaster
but why we did not do better. It is an answer with a number of separate parts but broad,

unifying themes.

During what we now know as the “bubble” years of 2004-2007, many banks tried
desperately to maintain earnings growth by facilitating the extension of credit, especially
through home mortgages and home equity loans, to less-than-prime customers. M&T, in
some limited but nonetheless significant ways, was not immune to this temptation. Last
year, this space noted the decision to purchase, for $131.7 million, three bonds known as
collateralized debt obligations, backed by subprime mortgages —and whose value we were
forced to write down by $127.3 million in 2007. Similarly, the specific drags on our 2008
earnings —noted above but deserving of emphasis—largely represented departures from
our traditional community banking model, a model based on lending in the markets where
we live and work to people and enterprises whom we know. In contrast, the investments
which proved problematic shared the following characteristics: they were transactional in
nature, outside our market footprint, far from our branches and not associated with deposits.
Some, moreover, were businesses with which we were not familiar and in geographies in

which we’d only been doing business a short period of time.

In 2005, we decided to significantly expand our origination of
Alternative-A (Alt-A) mortgages. Notably, we expanded originations not only in regions
familiar to us and where we had long done business, but throughout much of the United
States. For several years, we had sold Alt-A loans to other investors but, as we noted in last
year’s report to you, we were unable in early 2007 to sell these loans at acceptable prices.
We therefore decided to retain these mortgages in our portfolio. Despite our subsequent
decision to no longer originate Alt-A loans, net charge-offs for such loans we already held

grew this past year from $22 million to $58 million, an increase of 164 percent.

The bursting of the so-called housing
bubble has led to a sharp spike in the extent of non-performing builder and developer
construction loans. As with M&T Mortgage, our mistake in this area, in which we’d
historically been successful, chiefly involved lending in unfamiliar markets on projects of a

size and complexity that were outside of our normal underwriting standards. Non-accrual
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builder construction loans increased from $85 million in 2007 to $209 million in 2008,
representing an increase in such non-accrual loans of nearly 150 percent. Similarly, as
noted above, net charge-offs of such loans increased to $100 million last year, up from just

$4 million in 2007.

BLG, as noted above, is a commercial mortgage lending firm,
specializing in loans to small businesses, and in which M&T took a 20 percent share in
2007. The near-complete shutdown, in the year past, of the commercial securities markets on
which it relied had serious effects on the company and markedly restricted its ability to
profitably originate and sell loans. Our share of BLG’s bottom-line results was a loss of $37
million, compared with a gain of $9 million in 2007. This, too, should be understood as

having been, at least to this point, an ill-timed investment.

We were forced, last year, to write off some $153
million in preferred stock issued by the government-sponsored secondary mortgage
market enterprises Fannie Mae and Freddie Mac, which both effectively became insolvent
and came under the conservatorship of the federal government. This might well be

considered an unprecedented event which could not easily have been anticipated.

Taken together, these four areas of lending and investment accounted for increased
losses totaling $202 million in 2008, compared with 2007. Absent increased losses from
these sources, M&T would be reporting a net increase in 2008 after-tax net income of some

$100 million, instead of a decrease of the same amount.

It is crucial to note, at this point, that we have already moved sharply to cut our losses
in these areas. M&T no longer originates Alt-A mortgage loans. We have restructured
our investment in BLG so as to gain access to the firm’s other revenue streams — that is,
other than the securitization of small business mortgage loans; we will confine residential
construction lending to our market footprint. Moreover, we have examined our business
for other signs of such non-core and non-relationship-based activity and taken steps
to limit it. We have, for instance, sharply reduced (as of December 2007) our indirect
automobile lending in states where we had no branches. This decision had the effect of
reducing our overall indirect automobile lending from $240 million a month to less than

$100 million—and spared us exposure to what has turned out to be a problematic market.

In such ways, we will, in short, hew to our traditional community banking

approach: seeking deposit growth, lending where we have relationships, working toward



improved efficiency and undertaking acquisitions when the price is right and they help us
deepen our presence in our current markets or expand into markets generally contiguous

to those in which we’ve operated.

We have, in fact, begun to move in exactly these directions. Most notably, in the
second quarter of this year, we expect to complete our acquisition of Baltimore’s Provident
Bankshares Corporation, thus adding, at a sensible cost, 143 branches to our Mid-Atlantic
network of 177 — at the same time providing the opportunity to consolidate branches, or
avoid opening planned new ones. Thus, we will move to increase deposits per branch and
the efficiency and productivity that implies. The fact that we moved aggressively during the
industry’s growth years (2004-2006) to cut our operating costs, means that we are well-
positioned now to absorb a significant acquisition. We are particularly pleased to acquire
deposits, branches and additional access to the relatively healthy Baltimore, metropolitan

Washington and northern Virginia markets.

That such an acquisition, in which the acquired institution is compensated solely in M&T
common stock, could occur is a reflection of a condition which cannot be taken for granted
in today’s financial climate: our high level of safety and soundness, based on general
adherence to conservative banking principles. Some key indicators in this regard merit
emphasis. Thanks, in part, to the density of our branch network in markets we serve,

we have continued to attract and retain deposits. This helps account for our high level of
tangible capital generation, highest among the major regional banks which we (along with
industry analysts) consider to be our peer institutions. Our loan-loss reserves have grown
appropriately, as credit quality has deteriorated. At the end of 2008, our allowance for loan
losses amounted to 2.1 times our 2008 net charge-ofts, which ranks us second among our
peers. This was in no small part due to the fact that M&T experienced the second-lowest

charge-off ratio among that same peer group. We hold no consumer credit card debt at all.

Indeed, in a time of upheaval, ours has been a record of relative consistency. Consider
the following. M&T, as noted above, is often grouped with some 16 other so-called regional
or “super-regional” banks. It is, thus, useful —and revealing—to compare our results, as
measured by growth in earnings per share, with those of the group as a whole. For the year

past, we ranked third—and over the past 11 years, ranked second.
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Finally, one key indicator reassures us particularly. An analysis of our loan portfolio
has found that there is a strong correlation between good loan performance and proximity
of the customer to an M&T branch —in other words, the closer to a branch, the better the
loan. These are the loans which contributed positively to our 2008 earnings —and are the

kind of loans we’ll be making in the future.

What does this say about M&T? Such consistency is not statistical coincidence, it
is a product of relative prudence. Others have risen to the top of the heap in select years
through the expedient of what all-too-soon turned out to be imprudent levels of risk-taking.
They have then fallen back to the lower ranks. For our part, M&T, as confessed above, did
not entirely resist the siren song of outsized reward for novel forms of risk which caused
the performance of others —including the giants of the industry— to swing wildly from
profit to loss. Had we held even more firmly to our traditional values — lending to the
credit-worthy, avoiding non-traditional investments —we might have ranked still higher.
That record, as it stands, reflects both the degree to which we participated in loans and
investments which turned out to be imprudent — and the (greater) degree to which we

avoided them.

It is worth noting, though, that no company operates in a vacuum. The once-
outsized profits of those financial services firms taking what turned out to be foolish levels
of risk led to pressure on their competitors, including us. That we resisted temptation to

the extent we did is a source of at least some consolation for me.

So it is that we believe that we are weathering the economic storm reasonably
well—and, by extension, are reasonably well-situated for growth. This is to reassure readers,
that, in my view, notwithstanding the increasing concentration in the banking industry
generally, there remains a significant and profitable role for a regional bank such as ours.
Despite all this, it’s impossible to determine the scope of trouble in the U.S. economy and
impact on any financial institution, even one as sturdy as M&T. We have prepared for the

storm —but no one can be sure how strong or destructive it will be.

My focus, above, has been, as it must be, on M&T’s own situation. But no discussion of
an individual bank’s results nor strategy can ignore the extraordinary time in which we
find ourselves, a time in which there has developed a crisis of confidence in the financial

services industry. It is a crisis which has already prompted unprecedented forms of



government intervention but which calls for more —much more —action to ensure the
long-term health of our capital markets. Regulatory reform will simply not be sufficient
nor effective if its focus is confined to historically “covered” financial institutions such

as banks. Put simply, nothing we do to “fix” our banks will be enough to allow investor
and consumer confidence to return. That is so because, over the course of the past

three decades, there has been nothing less than a sea-change in the world of lending, a
change which has helped create the sorts of risk—and need for regulatory reform —we
face today. Indeed, despite the well-publicized problems of specific banks, the so-called
financial meltdown we’ve experienced over the past two years was owed much more to the
investments of what can be called a new, shadow banking system—a system which has
actually outstripped traditional banking as a source of credit and yet has been beyond the
reach of the regulatory system’s standards for safety and soundness. At the same time, it
influenced the business approach of traditional banks. Yet regulation has remained stuck

in the past as the world has changed around it.

Consider the fact that, in 1978, commercial banks and thrifts held 71% of all private,
non-governmental U.S. loans. Since then, the amount of credit extended not by banks but
by other parts of the private sector has grown more than three and a half times as much
as that provided by the banking system. Indeed, as of the end of the third quarter of 2008,
commercial bank loans accounted for just $6.9 trillion of the estimated $20.3 trillion
in private U.S. financial sector loans outstanding. This reflects the fact that throughout
the 1980s and 1990s, a new idea about lending took hold and grew. Securitized credit
outstanding grew nearly 50-fold from 1980 to 2000 — compared to a mere 3.7 times for
commercial bank loans over the same period. Its essential idea: that loans could be sliced,
diced and packaged in large groups, to serve as the basis of debt to be sold in the securities
markets. This new approach began with mortgage-backed securities, but grew to include a
variety of assets. The concept was little short of revolutionary. It meant that bank deposits
would no longer be the only— or even the chief —funding source for credit. Instead, loans
of all sorts would effectively be financed by the capital markets —and packaged and sold by
Wall Street. In the watershed year of 1998, bank lending was, for the first time, surpassed

by what some call synthetic products sold in the capital markets.

Who was responsible for this huge new universe of lending? The answer to this
question is crucial in understanding what form new financial services industry regulation
must take. The key actors were a vastly increased number of investment firms far outside

the purview of federal or state regulators. The number of unique, identifiable hedge
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funds increased from fewer than 50 in the early 1980s to 22,650 in 2007. In that same
period, their assets under management grew from less than $1 billion to $2.1 trillion. The
securitized debt in which they were investing proved, we found out too late, to be laced
with risky mortgages, bundled into securities which ratings agencies—with their own

financial incentives to do so — gave their highest seal of approval.

This is simply not clearly understood by the public—which continues to think of
banks as the primary source of credit— and has not been well-explained by political leaders.
Thus, regulators have continued to fix their gaze —indeed, to micro-manage—traditional
financial institutions such as banks, even as the ground has shifted beneath the entire
industry. Banks found themselves on an unlevel playing field compared to others under no
obligation to make clear the extent of their debt nor its relationship to their liquid assets.
Notwithstanding the need to deal with immediate problems, we must not, in the wake of
our financial crisis, fail to review and update the rules of the game. Just as the Depression
of the 1930s led to the establishment of the Securities and Exchange Commission and
the Federal Deposit Insurance Corporation, so must this current crisis spur regulatory
innovation. It is no special pleading on the part of a bank chief executive to assert we must
restore the balance of regulatory oversight between commercial banks and other parts
of the financial services industry. We should do so not in order to be fair to banks but
because the nation’s problems won’t be solved unless solutions are directed at the entire

financial system, not just one-third of it.

So it is that we need a new generation of regulation to extend the time-honored
principles of safety, soundness and transparency to what has become a virtual casino
of lending. All the players must be included. Investment banks, hedge funds and other
investment vehicles—who are the ones who sparked the securitization boom —must be
overseen. The rating agencies which enabled the lending casino to operate by certifying
as top quality what turned out to be high-risk bonds, must operate under a new business
model: they must be paid by those who might purchase bonds, not by those issuing them.
They, too, must be regulated. Complex derivatives, such as credit default swaps —which
ostensibly provided insurance for high-risk investments — must be brought out of the
shadows, into a public clearinghouse, such that markets can know their magnitude and
extent. (The market for credit-default swaps is estimated to have grown from $500 billion
in 1998 to $54.6 trillion in 2008.) At the same time that huge flows of capital must come

under a broader regulatory regime, so too, must all players. The activity of U.S. mortgage



brokers, for instance —whose number increased from 9,000 in 1988 to 54,000 in 2005,

played a key role in the subprime debacle and must have some sort of supervision.

We are neither fond of regulation nor quick to call for more of it. But it is neither
consistent nor wise to subject banks to regulation that can only be called intrusive
and excessive while the rest of the financial services sector operates in a Wild West
environment. There is simply no justification for the exclusion from regulation of any
major pools of capital which, if poorly managed, could threaten the smooth functioning

of the financial system as a whole.

Apart from the extension of regulatory oversight to what has become a vast shadow
banking system, so, too, must we bring common sense to accounting as it affects all
financial institutions. This must include, first and foremost, the re-examination of the
appropriateness of so-called mark-to-market accounting for balance sheet purposes, in
periods of illiquid markets. The ability to reasonably determine the fair value of certain
assets in times of economic uncertainty is, at best, severely limited—when those that
previously made markets in such assets, for all practical purposes, have gone fishing. No
serious observer, however, believes that the long-term value of securities which continue

to perform is as low as mark-to-market rules would dictate.

The fact that we must “mark to market” current securities which were highly
rated when we bought them, with the intention of holding them for the long haul and
which, indeed, continue to pay returns forces us to maintain additional capital. Moreover,
marking to market leads to a false picture of our health, as measured by the tangible
common equity ratio. It is worth noting that if such requirements were imposed on the
loans we make each day to our customers the entire commercial banking system would
have already collapsed, for a loan made today, to even the highest-rated borrower, can only
be sold at a considerable discount to its face value, in today’s dislocated markets. Such
irrational rule making inhibits us from doing exactly what government asserts is the use to
which it wants public funds it has injected into the banking system to be dedicated: lending.
We will not, however, lend for the sake of lending, especially to those with poor credit
histories. We know all too well the consequences of so called well-capitalized institutions
extending credit to borrowers without ability to repay. That’s how we got into this mess in

the first place.

It is important, moreover, to keep in mind that mark-to-market accounting has not,

historically, been standard practice. Indeed, for more than 60 years after the Depression
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era, the Securities and Exchange Commission resisted adopting such “fair value” accounting,
out of concern that such numbers were more subjective than reliable. Having seen its side
effects, we need not be averse to reform out of fear that such change would undermine

accounting integrity.

Similarly, it is past time to adjust the approach to loan loss reserve requirements
imposed by the Securities and Exchange Commission —and which led the banking
industry to enter a recession with the level of reserves close to an all-time low. Concern
about such phenomena as earnings-smoothing, which preoccupied regulators earlier in
the decade, are far removed from our present situation. Indeed, the idea that we should
worry about banks putting too much into their loss reserves is hard to understand today.
Regulators must recognize that loan loss provision is a matter of judgment; there is simply
no way to assess a portfolio of loans and be able to know—with scientific precision —which
loans will perform and which will not. Sound judgment will likely lead to a conservative
approach—but it is just such an approach which regulators have discouraged because of
an exaggerated fear of earnings manipulation. It is worth keeping in mind that loan loss
reserves are clearly disclosed—such that investors can make up their own minds about
the judgment of management. Armchair quarterbacking by regulators has been ill-advised,

never more so than now.

In light of the problems associated with mark-to-market-accounting and the
formulaic approach to loan loss reserves—not to mention the regulatory failure which
allowed a now-infamous $50 billion investment “Ponzi” scheme to go undetected—the
time would seem right for a thorough review of the policies and procedures of the SEC.
Regulators should take stock of their own performance —and, in that context, it is well
worth noting the concentration of problems which surfaced in the past year in institutions
overseen by the Office of Thrift Supervision (OTS). A handful of major thrift institutions
regulated by the OTS accounted for the lion’s share of payments to depositors which had
to be made by the Federal Deposit Insurance Corporation. Indeed, just four large thrifts

accounted for $355.6 billion or 95.6% by assets of the failures in 2008.

This poor quality of oversight has led to sharply-increased premiums for FDIC
member banks such as M&T; we anticipate paying an additional $37 million in such
premiums in 2009 over and above those we paid in 2008. It is worth considering whether

to abolish the OTS and fold its duties into the portfolio of another, more effective agency.



At the same time we consider long-term regulatory changes, we continue to be
confronted by an immediate crisis. It is crucial to make sure that the extraordinary steps
being taken to address that crisis do not actually make things worse. The record to date
is not altogether reassuring. Consider the Troubled Asset Relief Program, or TARP, the
so-called bank “bailout” through which the federal government has injected capital, in
exchange for preferred shares in 364 commercial banks and thrifts, including M&T, whose
FDIC-insured institutions hold two-thirds of all bank and thrift assets. TARP funds have
brought with them pressure to lend at a time when there is limited loan demand —and
when we have already added $2.4 billion to our loans in the past year. Indeed, we have not
been alone in doing so. For the 12-month period ending on September 30, 2008, total loans
held by U.S. commercial banks increased by $562 billion. In contrast, over the same period,
credit provided by issuers of asset-backed securities, major players in the “shadow” banking
industry, fell —by some $320 billion. It may appear that banks are not lending— but that

impression is the result of near-collapse of what I have called the shadow banking industry.

It is, in other words, exactly wrong for public officials and the press to complain that
the injection of government funds — through the TARP — has not solved our credit crisis

because banks are not doing their part.

But when the public complains about banks and the TARP program, it may really
be making a broader point. The emergency program was sold as a way to help the little
guy - and the large number of homeowners who are in trouble are seeing precious little
relief. Finding a way to provide that relief will not be easy, in substantial part due to the
complex structure of mortgage-backed securities, on the one hand, and the way mortgages
are serviced by independent institutions, on the other - not to mention the financial
meltdown which has hit middle America. It’s an imposingly complex problem whose
solution will demand changes in rules, regulations and even laws — and both creativity and

competence in the government approach to helping those in distress.

It’s good to see the new Administration working hard, and with imagination, on
the problem. As officials do so, however, we hope they keep in mind that the banking
industry whose help they will need includes more than just a handful of large institutions.
A quasi-oligopoly has emerged among commercial banks —indeed, the top four banks now
have a larger percentage of total assets (52 percent) than all others combined. That’s both
impressive and distressing. And indeed, these four, together with two other institutions

which were granted a fast track to bank holding company status, have received $165.0
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billion or 54.0% of all TARP funds. Including three other, non-bank institutions that
participated, the total increases to $229.8 billion or 75.3% of TARP funds distributed to
date. It is these same few institutions or those that they acquired in the past year, or those
that have gone bankrupt during the same period, that totally dominated the shadow
banking market through their leadership and creativity. It is also their compensation
policies that have sullied the reputation of the other 8,341 banks and thrifts in the United
States that have done the right thing, day in, day out, in their communities. Indeed, one
has to raise the question whether allowing the creation of a banking oligopoly is prudent
public policy, particularly as it is logical to assume that by dint of size these same
institutions would provide leadership to the industry. If past is prelude, one must question
whether they will provide the moral tone that leadership demands and what our society

expects of its banks.

The goal of public policy in this time of crisis must not be to preserve specific
financial institutions—but to restore health to the financial services industry as a whole.
We are optimistic that the team assembled by the new Administration in Washington
can do just that. We all share the hope that a thoughtful approach, one which recognizes
the changes that have occurred over the past two decades and that revisits the structure
and regulation of our financial system, will help restore confidence in our markets. It is

such confidence on which M&T — and all America—will depend.

Following the Annual Meeting of the Stockholders on April 21, 2009, four directors

will retire from the boards of M&T Bank Corporation and M&T Bank. Richard E. Garman,
Daniel R. Hawbaker, Reginald B. Newman, II and Stephen G. Sheetz together provided
eighty years of service to the M&T group and predecessor institutions. We were fortunate
to have had the opportunity to draw on such a deep well of experience. We extend our

gratitude to all four for their service during a difficult and demanding period.

Robert G. Wilmers
Chairman of the Board
and Chief Executive Officer

February 20, 2009
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PART I

Item 1. Business.

M&T Bank Corporation (“Registrant” or “M&T”) is a New York business corporation which is registered
as a bank holding company under the Bank Holding Company Act of 1956, as amended (“BHCA”) and
under Article ITI-A of the New York Banking Law (“Banking Law”). The principal executive offices of the
Registrant are located at One M&T Plaza, Buffalo, New York 14203. The Registrant was incorporated in
November 1969. The Registrant and its direct and indirect subsidiaries are collectively referred to herein
as the “Company.” As of December 31, 2008 the Company had consolidated total assets of $65.8 billion,
deposits of $42.6 billion and stockholders’ equity of $6.8 billion. The Company had 12,167 full-time and
1,453 part-time employees as of December 31, 2008.

At December 31, 2008, the Registrant had two wholly owned bank subsidiaries: M&T Bank and
M&T Bank, National Association (“M&T Bank, N.A.”). The banks collectively offer a wide range of
commercial banking, trust and investment services to their customers. At December 31, 2008, M&T Bank
represented 98% of consolidated assets of the Company. M&T Bank operates branch offices in New York,
Maryland, Pennsylvania, Delaware, New Jersey, Virginia, West Virginia and the District of Columbia.

The Company from time to time considers acquiring banks, thrift institutions, branch offices of
banks or thrift institutions, or other businesses within markets currently served by the Company or in
other locations that would complement the Company’s business or its geographic reach. The Company
has pursued acquisition opportunities in the past, continues to review different opportunities, including
the possibility of major acquisitions, and intends to continue this practice.

Relationship With Allied Irish Banks, p.l.c.

On April 1, 2003, M&T completed the acquisition of Allfirst Financial Inc. (“Allfirst”), a bank holding
company headquartered in Baltimore, Maryland from Allied Irish Banks, p.l.c. (“AIB”). Under the terms
of the Agreement and Plan of Reorganization dated September 26, 2002 by and among AIB, Allfirst and
M&T (the “Reorganization Agreement”), M&T combined with Allfirst through the acquisition of all of
the issued and outstanding Allfirst stock in exchange for 26,700,000 shares of M&T common stock and
$886,107,000 in cash paid to AIB. In addition, there were several M&T corporate governance changes
that resulted from the transaction. While it maintains a significant ownership in M&T, AIB will have
representation on the M&T board, the M&T Bank board and key M&T board committees and will have
certain protections of its rights as a substantial M&T shareholder. In addition, AIB will have rights that
will facilitate its ability to maintain its proportionate ownership position in M&T. M&T will also have
representation on the AIB board while AIB remains a significant shareholder. The following is a
description of the ongoing relationship between M&T and AIB. The following description is qualified in
its entirety by the terms of the Reorganization Agreement. The Reorganization Agreement was filed with
the Securities Exchange Commission on October 3, 2002 as Exhibit 2 to the Current Report on Form 8-K
of M&T dated September 26, 2002.

Board of Directors; Management

At December 31, 2008, AIB held approximately 24.2% of the issued and outstanding shares of M&T
common stock. In defining their relationship after the acquisition, M&T and AIB negotiated certain
agreements regarding share ownership and corporate governance issues such as board representation,
with the number of AIB’s representatives on the M&T and M&T Bank boards of directors being
dependent upon the amount of M&T common stock held by AIB. M&T has the right to one seat on the
AIB board of directors until AIB no longer holds at least 15% of the outstanding shares of M&T
common stock. Pursuant to the Reorganization Agreement, AIB has the right to name four members to
serve on the Boards of Directors of M&T and M&T Bank, each of whom must be reasonably acceptable
to M&T (collectively, the “AIB Designees”). Further, one of the AIB Designees will serve on each of the
Executive Committee, Nomination, Compensation and Governance Committee, and Audit and Risk
Committee (or any committee or committees performing comparable functions) of the M&T board of
directors. In order to serve, the AIB Designees must meet the requisite independence and expertise
requirements prescribed under applicable law or stock exchange rules. In addition, the Reorganization
Agreement provides that the board of directors of M&T Bank will include four members designated by
AIB, each of whom must be reasonably acceptable to M&T.



As long as AIB remains a significant shareholder of M&T, AIB will have representation on the
boards of directors of both M&T and M&T Bank as follows:

o As long as AIB holds at least 15% of the outstanding shares of M&T common stock, AIB will be
entitled to designate four persons on both the M&T and M&T Bank boards of directors and
representation on the committees of the M&T board described above.

o If AIB holds at least 10%, but less than 15%, of the outstanding shares of M&T common stock,
AIB will be entitled to designate at least two people on both the M&T and M&T Bank boards of
directors.

o If AIB’s ownership interest in M&T is at least 5%, but less than 10%, of the outstanding shares of
M&T common stock, AIB will be entitled to designate at least one person on both the M&T and
M&T Bank boards of directors.

o As long as AIB holds at least 15% of the outstanding shares of M&T common stock, neither
M&T’s board of directors nor M&T Bank’s board of directors will consist of more than twenty-
eight directors without the consent of the AIB Designees.

o If AIB’s holdings of M&T common stock fall below 15%, but not lower than 12% of the
outstanding shares of M&T common stock, AIB will continue to have the same rights that it
would have had if it owned 15% of the outstanding shares of M&T common stock, as long as AIB
restores its ownership percentage to 15% within one year. Additionally, as described in more detail
below, M&T has agreed to repurchase shares of M&T common stock in order to offset dilution to
AlIB’s ownership interests that may otherwise be caused by issuances of M&T common stock
under M&T employee and director benefit or stock purchase plans. Dilution of AIB’s ownership
position caused by such issuances will not be counted in determining whether the “Sunset Date”
has occurred or whether any of AIB’s other rights under the Reorganization Agreement have
terminated. The “Sunset Date” is the date on which AIB no longer holds at least 15% of the M&T
common stock, calculated as described in this paragraph.

The AIB Designees at December 31, 2008 were Michael D. Buckley, Colm E. Doherty, Richard G.
King and Eugene J. Sheehy. Mr. Buckley serves as a member of the Executive Committee and the
Nomination, Compensation and Governance Committee, and Mr. King serves as a member of the Audit
and Risk Committee. Robert G. Wilmers, Chairman of the Board and Chief Executive Officer of M&T, is
a member of the AIB board of directors.

Amendments to M&T’s Bylaws
Pursuant to the Reorganization Agreement, M&T amended and restated its bylaws. The following is a
description of the amended bylaws:

The amended bylaws provide that until the Sunset Date, the M&T board of directors may not take
or make any recommendation to M&T’s shareholders regarding the following actions without the
approval of the Executive Committee, including the approval of the AIB Designee serving on the
committee:

o Any amendment of M&T’s Certificate of Incorporation or bylaws that would be inconsistent with
the rights described herein or that would otherwise have an adverse effect on the board
representation, committee representation or other rights of AIB contemplated by the Reorganiza-
tion Agreement;

 Any activity not permissible for a U.S. bank holding company;

o The adoption of any shareholder rights plan or other measures having the purpose or effect of
preventing or materially delaying completion of any transaction involving a change in control of
M&T; and

 Any public announcement disclosing M&T’s desire or intention to take any of the foregoing
actions.

The amended bylaws also provide that until the Sunset Date, the M&T board of directors may
only take or make any recommendation to M&T’s shareholders regarding the following actions if the
action has been approved by the Executive Committee (in the case of the first four items and sixth item
below) or Nomination, Compensation and Governance Committee (in the case of the fifth item below)



and the members of such committee not voting in favor of the action do not include the AIB Designee
serving on such committee and at least one other member of the committee who is not an AIB Designee:

o Any reduction in M&T’s cash dividend policy such that the ratio of cash dividends to net income
is less than 15%, or any extraordinary dividends or distributions to holders of M&T common
stock;

o Any acquisition of any assets or businesses, (1) if the consideration is in M&T common stock,
where the stock consideration paid by M&T exceeds 10% of the aggregate voting power of M&T
common stock and (2) if the consideration is cash, M&T stock or other consideration, where the
fair market value of the consideration paid by M&T exceeds 10% of the market capitalization of
M&T, as determined under the Reorganization Agreement;

« Any sale of any assets or businesses in which the value of the aggregate consideration to be
received exceeds 10% of the market capitalization of M&T, as determined under the Reorganiza-
tion Agreement;

 Any liquidation or dissolution of M&T;

o The appointment or election of the Chairman of the board of directors or the Chief Executive
Officer of M&T; and

» Any public announcement disclosing M&T’s desire or intention to take any of the foregoing
actions prior to obtaining the requisite committee approval.

The provisions of the bylaws described above may not be amended or repealed without the
unanimous approval of the entire M&T board of directors or the approval of the holders of not less than
80% of the outstanding shares of M&T common stock. The provisions of the bylaws described above will
automatically terminate when AIB holds less than 5% of the outstanding shares of M&T common stock.

Investment Parameters

The Reorganization Agreement provides that through the second anniversary of the Sunset Date, without
prior written consent of the M&T board of directors, AIB will not, directly or indirectly, acquire or offer
to acquire (except by way of stock dividends, offerings made available to M&T shareholders generally, or
pursuant to compensation plans) more than 25% of the then outstanding shares of M&T common stock.
Further, during this period, AIB and AIB’s subsidiaries have agreed not to participate in any proxy
solicitation or to otherwise seek to influence any M&T shareholder with respect to the voting of any
shares of M&T common stock for the approval of any shareholder proposals.

The Reorganization Agreement also provides that, during this period, AIB will not make any
public announcement with respect to any proposal or offer by AIB or any AIB subsidiary with respect to
certain transactions (such as mergers, business combinations, tender or exchange offers, the sale or
purchase of securities or similar transactions) involving M&T or any of the M&T subsidiaries. The
Reorganization Agreement also provides that, during this period, AIB may not subject any shares of
M&T common stock to any voting trust or voting arrangement or agreement and will not execute any
written consent as a shareholder with respect to the M&T common stock.

The Reorganization Agreement also provides that, during this period, AIB will not seek to control
or influence the management, the board of directors or policies of M&T, including through communica-
tions with shareholders of M&T or otherwise, except through non-public communications with the
directors of M&T, including the AIB Designees.

These restrictions on AIB will no longer apply if a third party commences or announces its
intention to commence a tender offer or an exchange offer and, within a reasonable time, the M&T
board of directors either does not recommend that shareholders not accept the offer or fails to adopt a
shareholders rights plan, or if M&T or M&T Bank becomes subject to any regulatory capital directive or
becomes an institution in “troubled” condition under applicable banking regulations. However, in the
event the tender offer or exchange offer is not commenced or consummated in accordance with its terms,
the restrictions on AIB described above will thereafter continue to apply.

Anti-Dilution Protections
M&T has agreed that until the Sunset Date, in the event M&T issues shares of M&T stock (other than
certain issuances to employees pursuant to option and benefit plans), subject to applicable law and



regulatory requirements, AIB will have the right to purchase at fair market value up to the number of
shares of M&T common stock required to increase or maintain its equity interest in M&T to 22.5% of
the then outstanding M&T common stock.

M&T has also agreed that until the Sunset Date, in connection with any issuance of M&T stock
pursuant to employee option or benefit plans, M&T will as soon as reasonably practicable, taking into
account applicable law, regulatory capital requirements, capital planning and risk management, take such
necessary actions so that AIB’s proportionate ownership of M&T common stock is not reduced as a
result of such issuances, including by funding such issuances through purchases of M&T common stock
in the open market or by undertaking share repurchase programs.

Sale of M&T Common Stock; Right of First Refusal in Certain Circumstances

The M&T common stock issued to AIB was not registered under the Securities Act of 1933 (the
“Securities Act”) and may only be disposed of by AIB pursuant to an effective registration statement or
pursuant to an exemption from registration under the Securities Act and subject to the provisions of the
Reorganization Agreement.

M&T and AIB have entered into a registration rights agreement that provides that upon AIB’s
request, M&T will file a registration statement relating to all or a portion of AIB’s shares of M&T
common stock providing for the sale of such shares by AIB from time to time on a continuous basis
pursuant to Rule 415 under the Securities Act, provided that M&T need only effect one such “shelf
registration” in any 12-month period. In addition, the registration rights agreement provides that AIB is
entitled to demand registration under the Securities Act of all or part of its shares of M&T stock,
provided that M&T is not obligated to effect two such “demand registrations” in any 12-month period.
Any demand or shelf registration must cover no less than one million shares.

The registration rights agreement further provides that in the event M&T proposes to file a
registration statement other than pursuant to a shelf registration or demand registration or Forms S-8 or
S-4, for an offering and sale of shares by M&T in an underwritten offering or an offering and sale of
shares on behalf of one or more selling shareholders, M&T must give AIB notice at least 15 days prior to
the anticipated filing date, and AIB may request that all or a portion of its M&T common shares be
included in the registration statement. M&T will honor the request, unless the managing underwriter
advises M&T in writing that in its opinion the inclusion of all shares requested to be included by M&T,
the other selling shareholders, if any, and AIB would materially and adversely affect the offering, in which
case M&T may limit the number of shares included in the offering to a number that would not
reasonably be expected to have such an effect. In such event, the number of shares to be included in the
registration statement shall first include the number of shares requested to be included by M&T and then
the shares requested by other selling shareholders, including AIB, on a pro rata basis according to the
number of shares requested to be included in the registration statement by each shareholder.

As long as AIB holds 5% or more of the outstanding shares of M&T common stock, AIB will not
dispose of any of its shares of M&T common stock except, subject to the terms and conditions of the
Reorganization Agreement and applicable law, in a widely dispersed public distribution; a private
placement in which no one party acquires the right to purchase more than 2% of the outstanding shares
of M&T common stock; an assignment to a single party (such as a broker or investment banker) for the
purpose of conducting a widely dispersed public distribution on AIB’s behalf; pursuant to Rule 144 under
the Securities Act; pursuant to a tender or exchange offer to M&T’s shareholders not opposed by M&T’s
board of directors, or open market purchase programs made by M&T; with the consent of M&T, which
consent will not be unreasonably withheld, to a controlled subsidiary of AIB; or pursuant to M&T’s right
of first refusal as described below.

The Reorganization Agreement provides that until AIB no longer holds at least 5% of the
outstanding shares of M&T common stock, if AIB wishes to sell or otherwise transfer any of its shares of
M&T common stock other than as described in the preceding paragraph, AIB must first submit an offer
notice to M&T identifying the proposed transferee and setting forth the proposed terms of the
transaction, which shall be limited to sales for cash, cash equivalents or marketable securities. M&T will
have the right, for 20 days following receipt of an offer notice from AIB, to purchase all (but not less
than all) of the shares of M&T common stock that AIB wishes to sell, on the proposed terms specified in



the offer notice. If M&T declines or fails to respond to the offer notice within 20 days, AIB may sell all
or a portion of the M&T shares specified in the offer notice to the proposed transferee at a purchase
price equal to or greater than the price specified in the offer notice, at any time during the three months
following the date of the offer notice, or, if prior notification to or approval of the sale by the Federal
Reserve Board or another regulatory agency is required, AIB shall pursue regulatory approval expedi-
tiously and the sale may occur on the first date permitted under applicable law.

Certain Post-Closing Bank Regulatory Matters

The Board of Governors of the Federal Reserve System (“Federal Reserve Board”) deems AIB to be
M&T’s bank holding company for purposes of the BHCA. In addition, the New York Banking Superin-
tendent (“Banking Superintendent”) deems AIB to be M&T’s bank holding company for purposes of
Article III-A of the Banking Law. Among other things, this means that, should M&T propose to make an
acquisition or engage in a new type of activity that requires the submission of an application or notice to
the Federal Reserve Board or the Banking Superintendent, AIB, as well as M&T, may also be required to
file an application or notice. The Reorganization Agreement generally provides that AIB will make any
applications, notices or filings that M&T determines to be necessary or desirable. The Reorganization
Agreement also requires AIB not to take any action that would have a material adverse effect on M&T
and to advise M&T prior to entering into any material transaction or activity. These provisions of the
Reorganization Agreement would no longer apply if AIB ceased to be M&T’s bank holding company and
also was not otherwise considered to control M&T for purposes of the BHCA.

Pursuant to the Reorganization Agreement, if, as a result of any administrative enforcement action
under Section 8 of the Federal Deposit Insurance Act (the “FDI Act”), memorandum of understanding,
written agreement, supervisory letter or any other action or determination of any regulatory agency
relating to the status of AIB (but not relating to the conduct of M&T or any subsidiary of M&T), M&T
or M&T Bank also becomes subject to such an action, memorandum, agreement or letter that relates to
M&T or any M&T subsidiary, or experiences any fact, event or circumstance that affects M&T’s regulatory
status or compliance, and that in either case would be reasonably likely to create a material burden on
M&T or to cause any material adverse economic or operating consequences to M&T or an M&T
subsidiary (a “Material Regulatory Event”), then M&T will notify AIB thereof in writing as promptly as
practicable. Should AIB fail to cure the Material Regulatory Event within 90 days following the receipt of
such notice, AIB will, as promptly as practicable but in no event later than 30 days from the end of the
cure period, take any and all such actions (with the reasonable cooperation of M&T as requested by AIB)
as may be necessary or advisable in order that it no longer has “control” of M&T for purposes of the
BHCA, including, if necessary, by selling some or all of its shares of M&T common stock (subject to the
right of first refusal provisions of the Reorganization Agreement) and divesting itself as required of its
board and committee representation and governance rights as set forth in the Reorganization Agreement.
If, at the end of such 30-day period, the Material Regulatory Event is continuing and AIB has not
terminated its control of M&T, then M&T will have the right to repurchase, at fair market value, such
amount of the M&T common stock owned by AIB as would result in AIB holding no less than 4.9% of
the outstanding shares of M&T common stock, pursuant to the procedures detailed in the Reorganization
Agreement.

As long as AIB is considered to “control” M&T for purposes of the BHCA or the federal Change
in Bank Control Act, if AIB acquires any insured depository institution with total assets greater than 25%
of the assets of M&T’s largest insured depository institution subsidiary, then within two years AIB must
terminate its affiliation with the insured depository institution or take such steps as may be necessary so
that none of M&T’s bank subsidiaries would be subject to “cross guarantee” liability for losses incurred if
the institution AIB acquired potentially were to fail. This liability applies under the FDI Act to insured
depository institutions that are commonly controlled. The actions AIB would take could include
disposing of shares of M&T common stock and/or surrendering its representation or governance rights.
Also, if such an insured depository institution that is controlled by AIB and of the size described in the
first sentence of this paragraph that would be considered to be commonly controlled with M&T’s insured
depository institution subsidiaries fails to meet applicable requirements to be “adequately capitalized”
under applicable U.S. banking laws, then AIB will have to take the actions described in the previous



sentence no later than 180 days after the date that the institution failed to meet those requirements,
unless the institution is sooner returned to “adequately capitalized” status.

Subsidiaries

M&T Bank is a banking corporation that is incorporated under the laws of the State of New York. M&T
Bank is a member of the Federal Reserve System and the Federal Home Loan Bank System, and its
deposits are insured by the Federal Deposit Insurance Corporation (“FDIC”) up to applicable limits.
M&T acquired all of the issued and outstanding shares of the capital stock of M&T Bank in December
1969. The stock of M&T Bank represents a major asset of M&T. M&T Bank operates under a charter
granted by the State of New York in 1892, and the continuity of its banking business is traced to the
organization of the Manufacturers and Traders Bank in 1856. The principal executive offices of M&T
Bank are located at One M&T Plaza, Buffalo, New York 14203. As of December 31, 2008, M&T Bank had
684 banking offices located throughout New York State, Pennsylvania, Maryland, Delaware, New Jersey,
Virginia, West Virginia and the District of Columbia, plus a branch in George Town, Cayman Islands. As
of December 31, 2008, M&T Bank had consolidated total assets of $64.8 billion, deposits of $42.4 billion
and stockholder’s equity of $7.0 billion. The deposit liabilities of M&T Bank are insured by the FDIC
through its Deposit Insurance Fund (“DIF”) of which, at December 31, 2008, $38.1 billion were
assessable. As a commercial bank, M&T Bank offers 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, Pennsylvania, Maryland,
northern Virginia and Washington, D.C., and on small and medium-size businesses based in those areas,
although residential and commercial real estate loans are originated through lending offices in 6 other
states. In addition, the Company conducts lending activities in various states through other subsidiaries.
M&T Bank and certain of its subsidiaries also offer commercial mortgage loans secured by income
producing properties or properties used by borrowers in a trade or business. Additional financial services
are provided through other operating subsidiaries of the Company. Effective November 1, 2008, M&T
Investment Company of Delaware, Inc., previously a wholly owned subsidiary of M&T Bank, was merged
into M&T Bank. As a result, M&T Bank owns all of the outstanding common stock and 88% of the
preferred stock of M&T Real Estate Trust.

M&T Bank, N.A.,, a national banking association and a member of the Federal Reserve System and
the FDIC, commenced operations on October 2, 1995. The deposit liabilities of M&T Bank, N.A. are
insured by the FDIC through the DIE. The main office of M&T Bank, N.A. is located at 48 Main Street,
Oakfield, New York 14125. M&T Bank, N.A. offers selected deposit and loan products on a nationwide
basis, through direct mail, telephone marketing techniques and the Internet. As of December 31, 2008,
M&T Bank, N.A. had total assets of $939 million, deposits of $886 million and stockholder’s equity of
$42 million.

M&T Life Insurance Company (“M&T Life Insurance”), a wholly owned subsidiary of M&T, was
incorporated as an Arizona business corporation in January 1984. M&T Life Insurance is a captive credit
reinsurer which reinsures credit life and accident and health insurance purchased by the Company’s
consumer loan customers. As of December 31, 2008, M&T Life Insurance had assets of $33 million and
stockholder’s equity of $28 million. M&T Life Insurance recorded revenues of $2 million during 2008.
Headquarters of M&T Life Insurance are located at 101 North First Avenue, Phoenix, Arizona 85003.

M&T Credit Services, LLC (“M&T Credit”), a wholly owned subsidiary of M&T Bank, is a
New York limited liability company formed in June 2004, but its operations can be traced to a
predecessor company that was a wholly owned subsidiary of M&T Bank formed in 1994. M&T Credit is
a credit and leasing company offering consumer loans and commercial loans and leases. Its headquarters
are located at M&T Center, One Fountain Plaza, Buffalo, New York 14203, and it has offices in Delaware,
Massachusetts and Pennsylvania. As of December 31, 2008, M&T Credit had assets of $3.7 billion and
stockholder’s equity of $529 million. M&T Credit recorded $248 million of revenue during 2008.

M&T Insurance Agency, Inc. (“M&T Insurance Agency”), a wholly owned insurance agency
subsidiary of M&T Bank, was incorporated as a New York corporation in March 1955. M&T Insurance
Agency provides insurance agency services principally to the commercial market. As of December 31,
2008, M&T Insurance Agency had assets of $42 million and stockholder’s equity of $25 million. M&T
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Insurance Agency recorded revenues of $21 million during 2008. The headquarters of M&T Insurance
Agency are located at 285 Delaware Avenue, Buffalo, New York 14202.

M&T Mortgage Reinsurance Company, Inc. (“M&T Reinsurance”), a wholly owned subsidiary of
M&T Bank, was incorporated as a Vermont business corporation in July 1999. M&T Reinsurance enters
into reinsurance contracts with insurance companies who insure against the risk of a mortgage borrower’s
payment default in connection with M&T Bank-related mortgage loans. M&T Reinsurance receives a
share of the premium for those policies in exchange for accepting a portion of the insurer’s risk of
borrower default. As of December 31, 2008, M&T Reinsurance had assets of $31 million and stockholder’s
equity of $25 million. M&T Reinsurance recorded approximately $1 million of revenue during 2008.
M&T Reinsurance’s principal and registered office is at 148 College Street, Burlington, Vermont 05401.

M&T Real Estate Trust (“M&T Real Estate”) is a Maryland Real Estate Investment Trust and,
effective November 1, 2008, is a subsidiary of M&T Bank. M&T Real Estate was formed through the
merger of two separate subsidiaries, but traces its origin to the incorporation of M&T Real Estate, Inc. in
July 1995. M&T Real Estate engages in commercial real estate lending and provides loan servicing to
M&T Bank. As of December 31, 2008, M&T Real Estate had assets of $15.2 billion, common
stockholder’s equity of $14.9 billion, and preferred stockholders’ equity, consisting of 9% fixed-rate
preferred stock (par value $1,000), of $1 million. All of the outstanding common stock and 88% of the
preferred stock of M&T Real Estate is owned by M&T Bank. The remaining 12% of M&T Real Estate’s
outstanding preferred stock is owned by officers or former officers of the Company. M&T Real Estate
recorded $878 million of revenue in 2008. The headquarters of M&T Real Estate are located at M&T
Center, One Fountain Plaza, Buffalo, New York 14203.

M&T Realty Capital Corporation (“M&T Realty Capital”), a wholly owned subsidiary of M&T
Bank, was incorporated as a Maryland corporation in October 1973. M&T Realty Capital engages in
multifamily commercial real estate lending and provides loan servicing to purchasers of the loans it
originates. As of December 31, 2008 M&T Realty Capital serviced $6.4 billion of commercial mortgage
loans for non-affiliates and had assets of $237 million and stockholder’s equity of $28 million. M&T
Realty Capital recorded revenues of $45 million in 2008. The headquarters of M&T Realty Capital are
located at 25 South Charles Street, Baltimore, Maryland 21202.

M&T Securities, Inc. (“M&T Securities”) is a wholly owned subsidiary of M&T Bank that was
incorporated as a New York business corporation in November 1985. M&T Securities is registered as a
broker/dealer under the Securities Exchange Act of 1934, as amended, and as an investment advisor
under the Investment Advisors Act of 1940, as amended. M&T Securities is licensed as a life insurance
agent in each state where M&T Bank operates branch offices and in a number of other states. It provides
securities brokerage, investment advisory and insurance services. As of December 31, 2008, M&T
Securities had assets of $50 million and stockholder’s equity of $37 million. M&T Securities recorded
$92 million of revenue during 2008. The headquarters of M&T Securities are located at One M&T Plaza,
Buffalo, New York 14203.

MTB Investment Advisors, Inc. (“MTB Investment Advisors”), a wholly owned subsidiary of M&T
Bank, was incorporated as a Maryland corporation on June 30, 1995. MTB Investment Advisors serves as
investment advisor to the MTB Group of Funds, a family of proprietary mutual funds, and institutional
clients. As of December 31, 2008, MTB Investment Advisors had assets of $36 million and stockholder’s
equity of $32 million. MTB Investment Advisors recorded revenues of $56 million in 2008. The headquar-
ters of MTB Investment Advisors are located at 100 East Pratt Street, Baltimore, Maryland 21202.

The Registrant and its banking subsidiaries have a number of other special-purpose or inactive
subsidiaries. These other subsidiaries did not represent, individually and collectively, a significant portion
of the Company’s consolidated assets, net income and stockholders’ equity at December 31, 2008.

Segment Information, Principal Products/Services and Foreign Operations

Information about the Registrant’s business segments is included in note 22 of Notes to Financial
Statements filed herewith in Part II, Item 8, “Financial Statements and Supplementary Data” and is
further discussed in Part II, Item 7, “Management’s Discussion and Analysis of Financial Condition and
Results of Operations.” The Registrant’s reportable segments have been determined based upon its
internal profitability reporting system, which is organized by strategic business unit. Certain strategic



business units have been combined for segment information reporting purposes where the nature of the
products and services, the type of customer and the distribution of those products and services are
similar. The reportable segments are Business Banking, Commercial Banking, Commercial Real Estate,
Discretionary Portfolio, Residential Mortgage Banking and Retail Banking. The Company’s international
activities are discussed in note 17 of Notes to Financial Statements filed herewith in Part II, Item 8,
“Financial Statements and Supplementary Data.”

The only activities that, as a class, contributed 10% or more of the sum of consolidated interest
income and other income in any of the last three years were interest on loans and investment securities,
and fees for providing deposit account services. The amount of income from such sources during those
years is set forth on the Company’s Consolidated Statement of Income filed herewith in Part II, Item 8,
“Financial Statements and Supplementary Data.”

Supervision and Regulation of the Company

The banking industry is subject to extensive state and federal regulation and continues to undergo
significant change. The following discussion summarizes certain aspects of the banking laws and
regulations that affect the Company. Proposals to change the laws and regulations governing the banking
industry are frequently raised in Congress, in state legislatures, and before the various bank regulatory
agencies. The likelihood and timing of any changes and the impact such changes might have on the
Company are impossible to determine with any certainty. A change in applicable laws or regulations, or a
change in the way such laws or regulations are interpreted by regulatory agencies or courts, may have a
material impact on the business, operations and earnings of the Company. To the extent that the
following information describes statutory or regulatory provisions, it is qualified entirely by reference to
the particular statutory or regulatory provision.

Financial Services Modernization

Under the BHCA, bank holding companies are permitted to offer their customers virtually any type of
financial service that is financial in nature or incidental thereto, including banking, securities underwrit-
ing, insurance (both underwriting and agency), and merchant banking.

In order to engage in these financial activities, a bank holding company must qualify and register
with the Federal Reserve Board as a “financial holding company” by demonstrating that each of its bank
subsidiaries is “well capitalized,” “well managed,” and has at least a “satisfactory” rating under the
Community Reinvestment Act of 1977 (“CRA”). To date, M&T has not elected to register as a financial
holding company. For as long as AIB owns at least 15% of M&T’s outstanding common stock, M&T may
not become a financial holding company without the approval of the Executive Committee of the M&T
board of directors, which must also include the affirmative approval of the AIB Designee on such
committee, as described above under the caption “Amendments to M&T’s Bylaws.”

The financial activities authorized by the BHCA may also be engaged in by a “financial subsidiary”
of a national or state bank, except for insurance or annuity underwriting, insurance company portfolio
investments, real estate investment and development, and merchant banking, which must be conducted
in a financial holding company. In order for these financial activities to be engaged in by a financial
subsidiary of a national or state bank, federal law requires each of the parent bank (and its sister-bank
affiliates) to be well capitalized and well managed; the aggregate consolidated assets of all of that bank’s
financial subsidiaries may not exceed the lesser of 45% of its consolidated total assets or $50 billion; the
bank must have at least a satisfactory CRA rating; and, if that bank is one of the 100 largest national
banks, it must meet certain financial rating or other comparable requirements. M&T Bank and M&T
Bank, N.A. have not elected to engage in financial activities through financial subsidiaries. Current federal
law also establishes a system of functional regulation under which the federal banking agencies will
regulate the banking activities of financial holding companies and banks’ financial subsidiaries, the
U.S. Securities and Exchange Commission will regulate their securities activities, and state insurance
regulators will regulate their insurance activities. Rules developed by the federal financial institutions
regulators under these laws require disclosure of privacy policies to consumers and, in some circum-
stances, allow consumers to prevent the disclosure of certain personal information to nonaffiliated third
parties.
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Bank Holding Company Regulation

As a registered bank holding company, the Registrant and its nonbank subsidiaries are subject to
supervision and regulation under the BHCA by the Federal Reserve Board and under the Banking Law by
the Banking Superintendent. The Federal Reserve Board requires regular reports from the Registrant and
is authorized by the BHCA to make regular examinations of the Registrant and its subsidiaries.

The Registrant may not acquire direct or indirect ownership or control of more than 5% of the
voting shares of any company, including a bank, without the prior approval of the Federal Reserve Board,
except as specifically authorized under the BHCA. The Registrant is also subject to regulation under the
Banking Law with respect to certain acquisitions of domestic banks. Under the BHCA, the Registrant,
subject to the approval of the Federal Reserve Board, may acquire shares of non-banking corporations the
activities of which are deemed by the Federal Reserve Board to be so closely related to banking or
managing or controlling banks as to be a proper incident thereto.

The Federal Reserve Board has enforcement powers over bank holding companies and their non-
banking subsidiaries, among other things, to interdict activities that represent unsafe or unsound
practices or constitute violations of law, rule, regulation, administrative orders or written agreements with
a federal bank regulator. These powers may be exercised through the issuance of cease-and-desist orders,
civil money penalties or other actions.

Under the Federal Reserve Board’s statement of policy with respect to bank holding company
operations, a bank holding company is required to serve as a source of financial strength to its subsidiary
depository institutions and to commit all available resources to support such institutions in circum-
stances where it might not do so absent such policy. Although this “source of strength” policy has been
challenged in litigation, the Federal Reserve Board continues to take the position that it has authority to
enforce it. For a discussion of circumstances under which a bank holding company may be required to
guarantee the capital levels or performance of its subsidiary banks, see “Capital Adequacy,” below.
Consistent with this “source of strength” policy, the Federal Reserve Board takes the position that a bank
holding company generally should not maintain a rate of cash dividends unless its net income available
to common shareholders has been sufficient to fully fund the dividends and the prospective rate of
earnings retention appears to be consistent with the company’s capital needs, asset quality and overall
financial condition. The Federal Reserve also has the authority to terminate any activity of a bank
holding company that constitutes a serious risk to the financial soundness or stability of any subsidiary
depository institution or to terminate its control of any bank or nonbank subsidiaries.

The BHCA generally permits bank holding companies to acquire banks in any state, and preempts
all state laws restricting the ownership by a bank holding company of banks in more than one state. The
FDI Act also permits a bank to merge with an out-of-state bank and convert any offices into branches of
the resulting bank if both states have not opted out of interstate branching; permits a bank to acquire
branches from an out-of-state bank if the law of the state where the branches are located permits the
interstate branch acquisition; and permits banks to establish and operate de novo interstate branches
whenever the host state opts-in to de novo branching. Bank holding companies and banks seeking to
engage in transactions authorized by these laws must be adequately capitalized and managed.

The Banking Law authorizes interstate branching by merger or acquisition on a reciprocal basis,
and permits the acquisition of a single branch without restriction, but does not provide for de novo
interstate branching.

Bank holding companies and their subsidiary banks are also subject to the provisions of the CRA.
Under the terms of the CRA, the Federal Reserve Board (or other appropriate bank regulatory agency) is
required, in connection with its examination of a bank, to assess such bank’s record in meeting the credit
needs of the communities served by that bank, including low- and moderate-income neighborhoods.
During these examinations, the Federal Reserve Board (or other appropriate bank regulatory agency)
rates such bank’s compliance with the CRA as “Outstanding,” “Satisfactory,” “Needs to Improve” or
“Substantial Noncompliance.” The failure of a bank to receive at least a “Satisfactory” rating could inhibit
such bank or its bank holding company from undertaking certain activities, including acquisitions of
other financial institutions or opening or relocating a branch office, as further discussed below. M&T
Bank has a CRA rating of “Outstanding” and M&T Bank, N.A. has a CRA rating of “Satisfactory.”
Furthermore, such assessment is also required of any bank that has applied, among other things, to



merge or consolidate with or acquire the assets or assume the liabilities of a federally-regulated financial
institution, or to open or relocate a branch office. In the case of a bank holding company applying for
approval to acquire a bank or bank holding company, the Federal Reserve Board will assess the record of
each subsidiary bank of the applicant bank holding company in considering the application. The Banking
Law contains provisions similar to the CRA which are applicable to New York-chartered banks. M&T
Bank has a CRA rating of “Outstanding” as determined by the New York State Banking Department.

Supervision and Regulation of Bank Subsidiaries

The Registrant’s bank subsidiaries are subject to supervision and regulation, and are examined regularly,
by various bank regulatory agencies: M&T Bank by the Federal Reserve Board and the Banking
Superintendent; and M&T Bank, N.A. by the Comptroller of the Currency (“OCC”). The Registrant and
its direct non-banking subsidiaries are affiliates, within the meaning of the Federal Reserve Act, of the
Registrant’s subsidiary banks and their subsidiaries. As a result, the Registrant’s subsidiary banks and their
subsidiaries are subject to restrictions on loans or extensions of credit to, purchases of assets from,
investments in, and transactions with the Registrant and its direct non-banking subsidiaries and on
certain other transactions with them or involving their securities. Similar restrictions are imposed on the
Registrant’s subsidiary banks making loans or extending credit to, purchasing assets from, investing in, or
entering into transactions with, their financial subsidiaries.

Under the “cross-guarantee” provisions of the FDI Act, insured depository institutions under
common control are required to reimburse the FDIC for any loss suffered by the FDIC as a result of the
default of a commonly controlled insured depository institution or for any assistance provided by the
FDIC to a commonly controlled insured depository institution in danger of default. Thus, any insured
depository institution subsidiary of M&T could incur liability to the FDIC in the event of a default of
another insured depository institution owned or controlled by M&T. The FDIC’s claim under the cross-
guarantee provisions is superior to claims of stockholders of the insured depository institution or its
holding company and to most claims arising out of obligations or liabilities owed to affiliates of the
institution, but is subordinate to claims of depositors, secured creditors and holders of subordinated debt
(other than affiliates) of the commonly controlled insured depository institution. The FDIC may decline
to enforce the cross-guarantee provisions if it determines that a waiver is in the best interest of the DIF.

Dividends

The Registrant is a legal entity separate and distinct from its banking and other subsidiaries. The majority
of the Registrant’s revenue is from dividends paid to the Registrant by its subsidiary banks. M&T Bank
and M&T Bank, N.A. are subject, under one or more of the banking laws, to restrictions on the amount
of dividend declarations. Future dividend payments to the Registrant by its subsidiary banks will be
dependent on a number of factors, including the earnings and financial condition of each such bank, and
are subject to the limitations referred to in note 23 of Notes to Financial Statements filed herewith in
Part I, Item 8, “Financial Statements and Supplementary Data,” and to other statutory powers of bank
regulatory agencies.

An insured depository institution is prohibited from making any capital distribution to its owner,
including any dividend, if, after making such distribution, the depository institution fails to meet the
required minimum level for any relevant capital measure, including the risk-based capital adequacy and
leverage standards discussed herein.

As described herein under the heading “The Emergency Economic Stabilization Act of 2008, in
connection with the issuance of Series A Preferred Stock to the U.S. Treasury Department (“U.S. Treasury”),
M&T is restricted from increasing its common stock dividend.

Supervision and Regulation of M&T Bank’s Subsidiaries

M&T Bank has a number of subsidiaries. These subsidiaries are subject to the laws and regulations of
both the federal government and the various states in which they conduct business. For example, M&T
Securities is regulated by the Securities and Exchange Commission, the Financial Industry Regulatory
Authority and state securities regulators.
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Capital Adequacy

The Federal Reserve Board, the FDIC and the OCC have adopted risk-based capital adequacy guidelines
for bank holding companies and banks under their supervision. Under these guidelines, the so-called
“Tier 1 capital” and “Total capital” as a percentage of risk-weighted assets and certain off-balance sheet
instruments must be at least 4% and 8%, respectively.

The Federal Reserve Board, the FDIC and the OCC have also imposed a leverage standard to
supplement their risk-based ratios. This leverage standard focuses on a banking institution’s ratio of Tier 1
capital to average total assets, adjusted for goodwill and certain other items. Under these guidelines,
banking institutions that meet certain criteria, including excellent asset quality, high liquidity, low interest
rate exposure and good earnings, and that have received the highest regulatory rating must maintain a
ratio of Tier 1 capital to total adjusted average assets of at least 3%. Institutions not meeting these
criteria, as well as institutions with supervisory, financial or operational weaknesses, along with those
experiencing or anticipating significant growth are expected to maintain a Tier 1 capital to total adjusted
average assets ratio equal to at least 4% to 5%. As reflected in the table in note 23 of Notes to Financial
Statements filed herewith in Part II, Item 8, “Financial Statements and Supplementary Data,” the risk-
based capital ratios and leverage ratios of the Registrant, M&T Bank and M&T Bank, N.A. as of
December 31, 2008 exceeded the required capital ratios for classification as “well capitalized,” the highest
classification under the regulatory capital guidelines.

The federal banking agencies, including the Federal Reserve Board and the OCC, maintain risk-
based capital standards in order to ensure that those standards take adequate account of interest rate risk,
concentration of credit risk, the risk of nontraditional activities and equity investments in nonfinancial
companies, as well as reflect the actual performance and expected risk of loss on certain multifamily
housing loans. Bank regulators periodically propose amendments to the risk-based capital guidelines and
related regulatory framework, and consider changes to the risk-based capital standards that could
significantly increase the amount of capital needed to meet the requirements for the capital tiers
described below. While the Company’s management studies such proposals, the timing of adoption,
ultimate form and effect of any such proposed amendments on M&T’s capital requirements and
operations cannot be predicted.

The federal banking agencies are required to take “prompt corrective action” in respect of
depository institutions and their bank holding companies that do not meet minimum capital require-
ments. The FDI Act establishes five capital tiers: “well capitalized,” “adequately capitalized,” “undercapi-
talized,” “significantly undercapitalized” and “critically undercapitalized.” A depository institution’s capital
tier, or that of its bank holding company, depends upon where its capital levels are in relation to various
relevant capital measures, including a risk-based capital measure and a leverage ratio capital measure, and
certain other factors.

Under the implementing regulations adopted by the federal banking agencies, a bank holding
company or bank is considered “well capitalized” if it has (i) a total risk-based capital ratio of 10% or
greater, (ii) a Tier 1 risk-based capital ratio of 6% or greater, (iii) a leverage ratio of 5% or greater and
(iv) is not subject to any order or written directive to meet and maintain a specific capital level for any
capital measure. An “adequately capitalized” bank holding company or bank is defined as one that has
(i) a total risk-based capital ratio of 8% or greater, (ii) a Tier 1 risk-based capital ratio of 4% or greater
and (iii) a leverage ratio of 4% or greater (or 3% or greater in the case of a bank with a composite
CAMELS rating of 1). A bank holding company or bank is considered (A) “undercapitalized” if it has
(i) a total risk-based capital ratio of less than 8%, (ii) a Tier 1 risk-based capital ratio of less than 4% or
(iii) a leverage ratio of less than 4% (or 3% in the case of a bank with a composite CAMELS rating of
1); (B) “significantly undercapitalized” if the bank has (i) a total risk-based capital ratio of less than 6%,
or (ii) a Tier 1 risk-based capital ratio of less than 3% or (iii) a leverage ratio of less than 3% and
(C) “critically undercapitalized” if the bank has a ratio of tangible equity to total assets equal to or less
than 2%. The Federal Reserve Board may reclassify a “well capitalized” bank holding company or bank as
“adequately capitalized” or subject an “adequately capitalized” or “undercapitalized” institution to the
supervisory actions applicable to the next lower capital category if it determines that the bank holding
company or bank is in an unsafe or unsound condition or deems the bank holding company or bank to



be engaged in an unsafe or unsound practice and not to have corrected the deficiency. M&T, M&T Bank
and M&T Bank, N.A. met the definition of “well capitalized” institutions as of December 31, 2008.

“Undercapitalized” depository institutions, among other things, are subject to growth limitations,
are prohibited, with certain exceptions, from making capital distributions, are limited in their ability to
obtain funding from a Federal Reserve Bank and are required to submit a capital restoration plan. The
federal banking agencies may not accept a capital plan without determining, among other things, that the
plan is based on realistic assumptions and is likely to succeed in restoring the depository institution’s
capital. In addition, for a capital restoration plan to be acceptable, the depository institution’s parent
holding company must guarantee that the institution will comply with such capital restoration plan and
provide appropriate assurances of performance. If a depository institution fails to submit an acceptable
plan, including if the holding company refuses or is unable to make the guarantee described in the
previous sentence, it is treated as if it is “significantly undercapitalized.” Failure to submit or implement
an acceptable capital plan also is grounds for the appointment of a conservator or a receiver.
“Significantly undercapitalized” depository institutions may be subject to a number of additional
requirements and restrictions, including orders to sell sufficient voting stock to become “adequately
capitalized,” requirements to reduce total assets and cessation of receipt of deposits from correspondent
banks. Moreover, the parent holding company of a “significantly undercapitalized” depository institution
may be ordered to divest itself of the institution or of nonbank subsidiaries of the holding company.
“Critically undercapitalized” institutions, among other things, are prohibited from making any payments
of principal and interest on subordinated debt, and are subject to the appointment of a receiver or
conservator.

Each federal banking agency prescribes standards for depository institutions and depository
institution holding companies relating to internal controls, information systems, internal audit systems,
loan documentation, credit underwriting, interest rate exposure, asset growth, compensation, a maximum
ratio of classified assets to capital, minimum earnings sufficient to absorb losses, a minimum ratio of
market value to book value for publicly traded shares and other standards as they deem appropriate. The
Federal Reserve Board and OCC have adopted such standards.

Depository institutions that are not “well capitalized” or “adequately capitalized” and have not
received a waiver from the FDIC are prohibited from accepting or renewing brokered deposits. As of
December 31, 2008, M&T Bank had approximately $1.0 billion of brokered deposits, while M&T Bank,
N.A. did not have any brokered deposits at that date.

Although M&T has issued shares of common stock in connection with acquisitions or at other
times, the Company has generally maintained capital ratios in excess of minimum regulatory guidelines
largely through internal capital generation (i.e. net income less dividends paid). Historically, M&T’s
dividend payout ratio and dividend yield, when compared with other bank holding companies, has been
relatively low, thereby allowing for capital retention to support growth or to facilitate purchases of
M&T’s common stock to be held as treasury stock. Management’s policy of reinvestment of earnings and
repurchase of shares of common stock is intended to enhance M&T’s earnings per share prospects and
thereby reward stockholders over time with capital gains in the form of increased stock price rather than
high dividend income.

The Emergency Economic Stabilization Act of 2008

In the third quarter of 2008, the Federal Reserve, the U.S. Treasury and the FDIC initiated measures to
stabilize the financial markets and to provide liquidity for financial institutions. The Emergency
Economic Stabilization Act of 2008 (“EESA”) was signed into law on October 3, 2008 and authorizes the
U.S. Treasury to provide funds to be used to restore liquidity and stability to the U.S. financial system.
Under the authority of EESA, the U.S. Treasury instituted a voluntary capital purchase program to
encourage U.S. financial institutions to build capital to increase the flow of financing to U.S. businesses
and consumers and to support the U.S. economy. Under the program, the U.S. Treasury has been
purchasing senior preferred shares of financial institutions which will pay cumulative dividends at a rate
of 5% per year for five years and thereafter at a rate of 9% per year. The terms of the senior preferred
shares indicate that the shares may not be redeemed for three years except with the proceeds of a
“qualifying equity offering” and that after three years, the shares may be redeemed, in whole or in part,
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at par value plus accrued and unpaid dividends. In February 2009, legislation was signed that may result
in changes in those terms. The senior preferred shares are non-voting and qualify as Tier 1 capital for
regulatory reporting purposes. In connection with purchasing senior preferred shares, the U.S. Treasury
also receives warrants to purchase the common stock of participating financial institutions having a
market price of 15% of the amount of senior preferred shares on the date of investment with an exercise
price equal to the market price of the participating institution’s common stock at the time of approval,
calculated on a 20-trading day trailing average. The warrants have a term of ten years and are
immediately exercisable, in whole or in part. For a period of three years, the consent of the U.S. Treasury
will be required for participating institutions to increase their common stock dividend or repurchase
their common stock, other than in connection with benefit plans consistent with past practice. Participa-
tion in the capital purchase program also includes certain restrictions on executive compensation. The
minimum subscription amount available to a participating institution is one percent of total risk-
weighted assets. The maximum subscription amount is three percent of risk-weighted assets. On
December 23, 2008, M&T issued to the U.S. Treasury $600 million of Series A Preferred Stock and
warrants to purchase 1,218,522 shares of M&T Common Stock at $73.86 per share. M&T elected to
participate in the capital purchase program at an amount equal to approximately 1% of its risk-weighted
assets at the time.

Following a systemic risk determination pursuant to the FDI Act, the FDIC announced a
Temporary Liquidity Guarantee Program (“TLGP”), which temporarily guarantees the senior debt of all
FDIC-insured institutions and certain holding companies, as well as deposits in noninterest-bearing
deposit transaction accounts, for those institutions and holding companies who did not elect to opt out
of the TLGP by December 5, 2008. M&T chose to continue its participation in the TLGP and, thus, did
not opt out. To further increase access to funding for businesses in all sectors of the economy, the Federal
Reserve Board announced a Commercial Paper Funding Facility (“CPFF”) program, which provides a
broad backstop for the commercial paper market. Beginning October 27, 2008, the CPFF began funding
purchases of commercial paper of three-month maturity from high-quality issuers.

FDIC Deposit Insurance Assessments

As institutions with deposits insured by the FDIC, M&T Bank and M&T Bank, N.A. are subject to FDIC
deposit insurance assessments. Under the provisions of the FDI Act, the regular insurance assessments to
be paid by insured institutions are specified in schedules issued by the FDIC that specify a target reserve
ratio designed to maintain that ratio between 1.15% and 1.50% of estimated insured deposits.

Under the FDI Act, the FDIC imposed deposit insurance assessments based on one of four
assessment categories depending on the institution’s capital classification under the prompt corrective
action provisions described above, and an institution’s long-term debt issuer ratings. The adjusted
assessment rates for insured institutions under the modified system range from .05% to .43% depending
upon the assessment category into which the insured institution is placed. The annual assessment rates
for M&T Bank and M&T Bank N.A. during 2008 were each between .05% and .06%.

The FDI Act also allows for a one-time assessment credit for eligible insured depository
institutions (those institutions that were in existence on December 31, 1996 and paid a deposit insurance
assessment prior to that date, or are a successor to any such institution). The credit is determined based
on the assessment base of the institution as of December 31, 1996 as compared with the combined
aggregate assessment base of all eligible institutions as of that date. Those institutions having credits
could use them to offset up to 100% of the 2007 DIF assessment, and if not completely used in 2007,
may apply the remaining credits to not more than 90% of each of the aggregate 2008, 2009 and 2010
DIF assessments. M&T Bank and M&T Bank, N.A. offset 90% of their DIF assessments with available
one-time assessment credits during 2008. For the first nine months of 2008, credits utilized to offset
amounts assessed for M&T Bank and M&T Bank, N.A. totaled $13 million and $154 thousand,
respectively. Fourth quarter 2008 assessments for M&T Bank and M&T Bank, N.A., which will be assessed
in March 2009 and will also be offset by 90% of available credits, are estimated to be approximately
$5 million and $120 thousand, respectively.

In December 2008, the FDIC approved a final rule on deposit assessment rates for the first quarter
of 2009. The rule raised assessment rates uniformly by 7 basis points (annually) for the first quarter of



2009 only. The FDIC expects to issue another final rule during the first quarter of 2009 to change the
way that the FDIC’s assessment system differentiates for risk, make corresponding changes to assessment
rates beginning with the second quarter of 2009, and make certain technical and other changes to the
assessment rules. The increase in assessment rates effective January 1, 2009 will more than double the
Company’s expected assessment for 2009’s first quarter. In addition, available credits for M&T Bank are
now expected to be fully utilized in the first quarter of 2009. The Company expects that assessment rates
subsequent to the first quarter 2009 will continue to be significantly higher than in 2008. As a result, and
considering the full utilization of available credits for M&T Bank in the first quarter of 2009, increased
FDIC insurance expense for the Company in 2009 is expected to have an adverse impact on the
Company’s results of operations.

In addition to the standard deposit insurance assessments, as noted above, in the third quarter of
2008, the FDIC announced the TLGP which temporarily guarantees the senior debt of all FDIC-insured
institutions and certain holding companies, as well as deposits in noninterest-bearing deposit transaction
accounts. As a result, during the final quarter of 2008, M&T Bank recognized additional FDIC insurance
expense of approximately $500 thousand. M&T Bank expects assessments related to the TLGP in 2009 of
$3 million - $5 million.

Incremental to insurance fund assessments, the FDIC assesses deposits to fund the repayment of
debt obligations of the Financing Corporation (“FICO”). FICO is a government agency-sponsored entity
that was formed to borrow the money necessary to carry out the closing and ultimate disposition of
failed thrift institutions by the Resolution Trust Corporation. The current annualized rate established by
the FDIC is 1.14 basis points (hundredths of one percent).

Consumer Protection Laws

In connection with their respective lending and leasing activities, M&T Bank, certain of its subsidiaries,
and M&T Bank, N.A. are each subject to a number of federal and state laws designed to protect
borrowers and promote lending to various sectors of the economy. These laws include the Equal Credit
Opportunity Act, the Fair Credit Reporting Act, the Fair and Accurate Credit Transactions Act, the Truth
in Lending Act, the Home Mortgage Disclosure Act, and the Real Estate Settlement Procedures Act, and
various state law counterparts.

In addition, federal law currently contains extensive customer privacy protection provisions. Under
these provisions, a financial institution must provide to its customers, at the inception of the customer
relationship and annually thereafter, the institution’s policies and procedures regarding the handling of
customers’ nonpublic personal financial information. These provisions also provide that, except for
certain limited exceptions, a financial institution may not provide such personal information to
unaffiliated third parties unless the institution discloses to the customer that such information may be so
provided and the customer is given the opportunity to opt out of such disclosure. Federal law makes it a
criminal offense, except in limited circumstances, to obtain or attempt to obtain customer information of
a financial nature by fraudulent or deceptive means.

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 implemented a broad range of corporate governance, accounting and
reporting measures for companies that have securities registered under the Exchange Act, including
publicly-held bank holding companies such as M&T. Specifically, the Sarbanes-Oxley Act of 2002 and the
various regulations promulgated thereunder, established, among other things: (i) requirements for audit
committees, including independence, expertise, and responsibilities; (ii) responsibilities regarding finan-
cial statements for the Chief Executive Officer and Chief Financial Officer of the reporting company;

(iii) the forfeiture of bonuses or other incentive-based compensation and profits from the sale of the
reporting company’s securities by the Chief Executive Officer and Chief Financial Officer in the twelve-
month period following the initial publication of any financial statements that later require restatement;
(iv) the creation of an independent accounting oversight board; (v) standards for auditors and regulation
of audits, including independence provisions that restrict non-audit services that accountants may
provide to their audit clients; (vi) disclosure and reporting obligations for the reporting company and
their directors and executive officers, including accelerated reporting of stock transactions and a
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prohibition on trading during pension blackout periods; (vii) a prohibition on personal loans to directors
and officers, except certain loans made by insured financial institutions on nonpreferential terms and in
compliance with other bank regulatory requirements; and (viii) a range of civil and criminal penalties for
fraud and other violations of the securities laws.

USA Patriot Act

The Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and
Obstruct Terrorism Act of 2001 (the “USA Patriot Act”) imposes obligations on U.S. financial institu-
tions, including banks and broker dealer subsidiaries, to implement policies, procedures and controls
which are reasonably designed to detect and report instances of money laundering and the financing of
terrorism. In addition, provisions of the USA Patriot Act require the federal financial institution
regulatory agencies to consider the effectiveness of a financial institution’s anti-money laundering
activities when reviewing bank mergers and bank holding company acquisitions. The Registrant and its
impacted subsidiaries have approved policies and procedures that are believed to be compliant with the
USA Patriot Act.

Regulatory Impact of M&T’s Relationship With AIB

As described above under the caption “Relationship With Allied Irish Banks, p.l.c.,” AIB owns approx-
imately 24.2% of the issued and outstanding shares of M&T common stock and has representation on
the M&T and M&T Bank boards of directors. As a result, AIB has become M&T’s bank holding company
under the BHCA and the Banking Law and AIB’s relationship with M&T is subject to the statutes and
regulations governing bank holding companies described above. Among other things, AIB will have to
join M&T in applications by M&T for acquisitions and new activities. The Reorganization Agreement
requires AIB to join in such applications at M&T’s request, subject to certain limitations. In addition,
because AIB is regulated by the Central Bank of Ireland (“CBI”), the CBI may assert jurisdiction over
M&T as a company controlled by AIB. Additional discussion of the regulatory implications of the Allfirst
acquisition for M&T is set forth above under the caption “Certain Post-Closing Bank Regulatory
Matters.”

Governmental Policies

The earnings of the Company are significantly affected by the monetary and fiscal policies of governmen-
tal authorities, including the Federal Reserve Board. Among the instruments of monetary policy used by
the Federal Reserve Board to implement these objectives are open-market operations in U.S. Government
securities and federal funds, changes in the discount rate on member bank borrowings and changes in
reserve requirements against member bank deposits. These instruments of monetary policy are used in
varying combinations to influence the overall level of bank loans, investments and deposits, and the
interest rates charged on loans and paid for deposits. The Federal Reserve Board frequently uses these
instruments of monetary policy, especially its open-market operations and the discount rate, to influence
the level of interest rates and to affect the strength of the economy, the level of inflation or the price of
the dollar in foreign exchange markets. The monetary policies of the Federal Reserve Board have had a
significant effect on the operating results of banking institutions in the past and are expected to continue
to do so in the future. It is not possible to predict the nature of future changes in monetary and fiscal
policies, or the effect which they may have on the Company’s business and earnings.

Competition

The Company competes in offering commercial and personal financial services with other banking
institutions and with firms in a number of other industries, such as thrift institutions, credit unions,
personal loan companies, sales finance companies, leasing companies, securities firms and insurance
companies. Furthermore, diversified financial services companies are able to offer a combination of these
services to their customers on a nationwide basis. The Company’s operations are significantly impacted
by state and federal regulations applicable to the banking industry. Moreover, the provisions of the
Gramm-Leach-Bliley Act of 1999 have allowed for increased competition among diversified financial
services providers, and the Interstate Banking Act and the Banking Law may be considered to have eased



entry into New York State by out-of-state banking institutions. As a result, the number of financial
services providers and banking institutions with which the Company competes may grow in the future.

Other Legislative Initiatives

Proposals may be introduced in the United States Congress and in the New York State Legislature and
before various bank regulatory authorities which would alter the powers of, and restrictions on, different
types of banking organizations and which would restructure part or all of the existing regulatory
framework for banks, bank holding companies and other providers of financial services. Moreover, other
bills may be introduced in Congress which would further regulate, deregulate or restructure the financial
services industry. It is not possible to predict whether these or any other proposals will be enacted into
law or, even if enacted, the effect which they may have on the Company’s business and earnings.

Other Information

Through a link on the Investor Relations section of M&T’s website at www.mtb.com, copies of M&T’s
Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, and
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act,
are made available, free of charge, as soon as reasonably practicable after electronically filing such
material with, or furnishing it to, the Securities and Exchange Commission. Copies of such reports and
other information are also available at no charge to any person who requests them or at www.sec.gov.
Such requests may be directed to M&T Bank Corporation, Shareholder Relations Department, One M&T
Plaza, 13th Floor, Buffalo, NY 14203-2399 (Telephone: (716) 842-5138).

Corporate Governance

M&T’s Corporate Governance Standards and the following corporate governance documents are also
available on M&T’s website at the Investor Relations link: Disclosure Policy; Executive Committee
Charter; Nomination, Compensation and Governance Committee Charter; Audit and Risk Committee
Charter; Financial Reporting and Disclosure Controls and Procedures Policy; Code of Ethics for CEO and
Senior Financial Officers; Code of Business Conduct and Ethics; and Employee Complaint Procedures for
Accounting and Auditing Matters. Copies of such governance documents are also available, free of charge,
to any person who requests them. Such requests may be directed to M&T Bank Corporation, Shareholder
Relations Department, One M&T Plaza, 13th Floor, Buffalo, NY 14203-2399 (Telephone:

(716) 842-5138).
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Statistical Disclosure Pursuant to Guide 3
See cross-reference sheet for disclosures incorporated elsewhere in this Annual Report on Form 10-K.
Additional information is included in the following tables.

Table 1

SELECTED CONSOLIDATED YEAR-END BALANCES
2008 2007 2006 2005 2004
(In thousands)
Interest-bearing deposits at banks .. $ 10,284 $ 18,431 $ 6,639 $ 8,408 $ 10,242

Federal fundssold .............. 21,347 48,038 19,458 11,220 28,150
Resell agreements............... 90,000 — 100,000 — 1,026
Trading account .. .............. 617,821 281,244 136,752 191,617 159,946

Investment securities
U.S. Treasury and federal

AZENCIES .. v v o vt 3,909,493 3,540,641 2,381,584 3,016,374 3,965,110
Obligations of states and political

subdivisions ............... 135,585 153,231 130,207 181,938 204,792
Other ...................... 3,874,129 5,268,126 4,739,807 5,201,852 4,304,717

Total investment securities . ... 7,919,207 8,961,998 7,251,598 8,400,164 8,474,619

Loans and leases
Commercial, financial, leasing,

<] (o 14,563,091 13,387,026 11,896,556 11,105,827 10,169,695
Real estate — construction. .. ... 4,568,368 4,190,068 3,453,981 2,335,498 1,797,106
Real estate — mortgage ........ 19,224,003 19,468,449 17,940,083 16,636,557 15,538,227
Consumer. . ........o.ouu.... 11,004,275 11,306,719 9,916,334 10,475,809 11,139,594

Total loans and leases........ 49,359,737 48,352,262 43,206,954 40,553,691 38,644,622
Unearned discount. .. ......... (359,274)  (330,700)  (259,657)  (223,046)  (246,145)
Allowance for credit losses . . .. .. (787,904) (759,439) (649,948) (637,663) (626,864)

Loans and leases, net ........ 48,212,559 47,262,123 42,297,349 39,692,982 37,771,613

Goodwill ............. ... .. ... 3,192,128 3,196,433 2,908,849 2,904,081 2,904,081
Core deposit and other intangible
ASSELS .ot 183,496 248,556 250,233 108,260 165,507
Real estate and other assets owned. . 99,617 40,175 12,141 9,486 12,504
Total @assets. . ....oovvvvvnnnnnn. 65,815,757 64,875,639 57,064,905 55,146,406 52,938,721
Noninterest-bearing deposits . . . . .. 8,856,114 8,131,662 7,879,977 8,141,928 8,417,365
NOWaccounts. ................ 1,141,308 1,190,161 940,439 901,938 828,999
Savings deposits . . .............. 19,488,918 15,419,357 14,169,790 13,839,150 14,721,663
Time deposits. . ................ 9,046,937 10,668,581 11,490,629 11,407,626 7,228,514
Deposits at foreign office......... 4,047,986 5,856,427 5,429,668 2,809,532 4,232,932
Total deposits . ............. 42,581,263 41,266,188 39,910,503 37,100,174 35,429,473
Short-term borrowings. .......... 3,009,735 5,821,897 3,094,214 5,152,872 4,703,664
Long-term borrowings . .......... 12,075,149 10,317,945 6,890,741 6,196,994 6,348,559
Total liabilities . ................ 59,031,026 58,390,383 50,783,810 49,270,020 47,209,107
Stockholders’ equity............. 6,784,731 6,485,256 6,281,095 5,876,386 5,729,614
Table 2

STOCKHOLDERS, EMPLOYEES AND OFFICES

Number at Year-End 2008 2007 2006 2005 2004

Stockholders . ....... .. .. . . i 11,197 11,611 10,084 10,437 10,857
Employees . ...t 13,620 13,869 13,352 13,525 13,371
Offices . ..o 725 760 736 724 713



Table 3

CONSOLIDATED EARNINGS

Interest income
Loans and leases, including fees..........
Deposits at banks. .. ..................
Federal fundssold ....................
Resell agreements. .. ..................
Trading account......................
Investment securities
Fully taxable. .. ....................
Exempt from federal taxes ............

Total interest income .. ..............

Interest expense

NOWaccounts. .........coovvinn...
Savings deposits. . ...
Time deposits
Deposits at foreign office .. .............
Short-term borrowings. .. ..............
Long-term borrowings.................

Total interest expense................

Net interest income. .. ................
Provision for credit losses ..............

Net interest income after provision for
creditlosses . ........ ... ... . ...

Other income
Mortgage banking revenues .............
Service charges on deposit accounts. . .. ...
Trustincome .............. ... .. .....
Brokerage services income . .............
Trading account and foreign exchange
gains
Gain (loss) on bank investment securities . .
Equity in earnings of Bayview Lending
Group LLC. ...... ... . oot
Other revenues from operations. . ........

Total other income..................

Other expense

Salaries and employee benefits...........

Equipment and net occupancy...........

Printing, postage and supplies . ..........

Amortization of core deposit and other
intangible assets . . ....... ... ... ...

Other costs of operations. ..............

Total other expense .................

Income before income taxes. . ...........
Incometaxes ..........coiiiinn..

Netincome ............. ...,

Dividends declared — Common. . .......

2008 2007 2006 2005 2004
(In thousands)

$2,825,587 $3,155,967 $2,927,411 $2,420,660 $1,974,469
109 300 372 169 65
254 857 1,670 807 123
1,817 22,978 3,927 1 11
1,469 744 2,446 1,544 375
438,409 352,628 363,401 351,423 309,141
9,946 11,339 14,866 14,090 14,548
3,277,591 3,544,813 3,314,093 2,788,694 2,298,732
2,894 4,638 3,461 2,182 1,802
248,083 250,313 201,543 139,445 92,064
330,389 496,378 551,514 294,782 154,722
84,483 207,990 178,348 120,122 43,034
142,627 274,079 227,850 157,853 71,172
529,319 461,178 333,836 279,967 201,366
1,337,795 1,694,576 1,496,552 994,351 564,160
1,939,796 1,850,237 1,817,541 1,794,343 1,734,572
412,000 192,000 80,000 88,000 95,000
1,527,796 1,658,237 1,737,541 1,706,343 1,639,572
156,012 111,893 143,181 136,114 124,353
430,532 409,462 380,950 369,918 366,301
156,149 152,636 140,781 134,679 136,296
64,186 59,533 60,295 55,572 53,740
17,630 30,271 24,761 22,857 19,435
(147,751)  (126,096) 2,566 (28,133) 2,874
(37,453) 8,935 — — —
299,674 286,355 293,318 258,711 239,970
938,979 932,989 1,045,852 949,718 942,969
957,086 908,315 873,353 822,239 806,552
188,845 169,050 168,776 173,689 179,595
35,860 35,765 33,956 33,743 34,476
66,646 66,486 63,008 56,805 75,410
478,559 448,073 412,658 398,666 419,985
1,726,996 1,627,689 1,551,751 1,485,142 1,516,018
739,779 963,537 1,231,642 1,170,919 1,066,523
183,892 309,278 392,453 388,736 344,002
$ 555,887 $ 654,259 $ 839,189 $ 782,183 $ 722,521
$ 308,501 $ 281,900 $ 249,817 $ 198,619 $ 187,669

21



Table 4

COMMON SHAREHOLDER DATA
2008 2007 2006 2005 2004

Per share
Net income
Basic ... e $504 $605 $755 $688 $6.14
Diluted . ...t 5.01 5.95 7.37 6.73 6.00
Cash dividends declared .............. ... ... .. .. .. 2.80 2.60 2.25 1.75 1.60
Common stockholders’ equity at year-end .............. 56.29 5899 5694 5239 49.68
Tangible common stockholders’ equity at year-end. ....... 2594 2798 2857 2591 23.62
Dividend payout ratio. . .........c. i 55.62% 43.12% 29.79% 25.42% 26.00%
Table 5

CHANGES IN INTEREST INCOME AND EXPENSE(a)

2008 Compared with 2007 2007 Compared with 2006
Resulting from Resulting from
Total Changes in: Total Changes in:
Change Volume Rate Change  Volume Rate

(Increase (decrease) in thousands)

Interest income

Loans and leases, including fees. . ........ $(328,595) 316,338 (644,933) $231,565 190,322 41,243
Deposits at banks. . . .................. (191) 36 (227) (72) (112) 40
Federal funds sold and agreements to resell

i (21,764) (11,664) (10,100) 18,238 19,560 (1,322)
Trading account. . .................... 802 250 552 (1,702) (612) (1,090)
Investment securities

U.S. Treasury and federal agencies. . . . .. 80,487 70,137 10,350  (21,058) (26,626) 5,568

Obligations of states and political

subdivisions . . . .................. 624 1,169 (545) (1,604) (2,618) 1,014
Other . . v v oo e e 2,443 8964  (6,521) 6519  (3,559) 10,078
Total interest income . ............... $(266,194) $231,886

Interest expense
Interest-bearing deposits

NOWaccounts. . ..o oo oo iee e $ (1,744) 383 (2,127) $ 1,177 208 969
Savings deposits. .. ...... ... (2,230) 47,542  (49,772) 48,770 8,463 40,307
Time deposits . ..........cocvuen... (165,989) (44,273) (121,716) (55,136) (83,855) 28,719
Deposits at foreign office............. (123,507) (9,424) (114,083) 29,642 28,553 1,089
Short-term borrowings ................ (131,452) 32,037 (163,489) 46,229 43,484 2,745
Long-term borrowings. ................ 68,141 153,793  (85,652) 127,342 132,210 (4,868)
Total interest expense. .. ............. $(356,781) $198,024

(a) Interest income data are on a taxable-equivalent basis. The apportionment of changes resulting from the
combined effect of both volume and rate was based on the separately determined volume and rate changes.

Item 1A. Risk Factors.

M&T and its subsidiaries could be adversely impacted by various risks and uncertainties which are
difficult to predict. As a financial institution, the Company has significant exposure to market risk,
including interest-rate risk, liquidity risk and credit risk, among others. Adverse experience with these or
other risks could have a material impact on the Company’s financial condition and results of operations,
as well as on the value of the Company’s financial instruments in general, and M&T’s common stock, in
particular.



Interest Rate Risk — The Company is exposed to interest rate risk in its core banking activities of
lending and deposit-taking since assets and liabilities reprice at different times and by different amounts as
interest rates change. As a result, net interest income, which represents the largest revenue source for the
Company, is subject to the effects of changing interest rates. The Company closely monitors the sensitivity
of net interest income to changes in interest rates and attempts to limit the variability of net interest
income as interest rates change. The Company makes use of both on- and off-balance sheet financial
instruments to mitigate exposure to interest rate risk. Possible actions to mitigate such risk include, but
are not limited to, changes in the pricing of loan and deposit products, modifying the composition of
earning assets and interest-bearing liabilities, and adding to, modifying or terminating interest rate swap
agreements or other financial instruments used for interest rate risk management purposes.

Liquidity Risk — Liquidity refers to the Company’s ability to ensure that sufficient cash flow and
liquid assets are available to satisfy current and future financial obligations, including demands for loans
and deposit withdrawals, funding operating costs, and for other corporate purposes. Liquidity risk arises
whenever the maturities of financial instruments included in assets and liabilities differ. The Company
obtains funding through deposits and various short-term and long-term wholesale borrowings, including
federal funds purchased and securities sold under agreements to repurchase, brokered certificates of
deposit, offshore branch deposits and borrowings from the Federal Home Loan Bank of New York and
others. Should the Company experience a substantial deterioration in its financial condition or its debt
ratings, or should the availability of funding become restricted due to disruption in the financial markets,
the Company’s ability to obtain funding from these or other sources could be negatively impacted. The
Company attempts to quantify such credit-event risk by modeling scenarios that estimate the liquidity
impact resulting from a short-term ratings downgrade over various grading levels. The Company
estimates such impact by attempting to measure the effect on available unsecured lines of credit, available
capacity from secured borrowing sources and securitizable assets. To mitigate such risk, the Company
maintains available lines of credit with the Federal Reserve Bank of New York and the Federal Home Loan
Bank of New York that are secured by loans and investment securities. On an ongoing basis, management
closely monitors the Company’s liquidity position for compliance with internal policies and believes that
available sources of liquidity are adequate to meet funding needs in the normal course of business.

Credit Risk — Factors that influence the Company’s credit loss experience include overall eco-
nomic conditions affecting businesses and consumers, in general, and, due to the size of the Company’s
real estate loan portfolio and mortgage-related investment securities portfolio, real estate valuations, in
particular. Other factors that can influence the Company’s credit loss experience, in addition to general
economic conditions and borrowers’ specific abilities to repay loans, include: (i) the impact of declining
real estate values in the Company’s portfolio of loans to residential real estate builders and developers;
(ii) the repayment performance associated with the Company’s portfolio of alternative residential
mortgage loans and residential and other mortgage loans supporting mortgage-related securities; (iii) the
concentration of commercial real estate loans in the Company’s loan portfolio, particularly the large
concentration of loans secured by properties in New York State, in general, and in the New York City
metropolitan area, in particular; (iv) the amount of commercial and industrial loans to businesses in
areas of New York State outside of the New York City metropolitan area and in central Pennsylvania that
have historically experienced less economic growth and vitality than the vast majority of other regions of
the country; and (v) the size of the Company’s portfolio of loans to individual consumers, which
historically have experienced higher net charge-offs as a percentage of loans outstanding than many other
loan types.

Throughout 2008, there had been considerable concerns about the deepening economic downturn
in both national and international markets; the level and volatility of energy prices; a weakened housing
market; the troubled state of financial and credit markets; Federal Reserve positioning of monetary
policy; rising private sector layoffs and unemployment, which caused consumer spending to slow; the
underlying impact on businesses’ operations and abilities to repay loans as consumer spending slowed;
continued stagnant population growth in the upstate New York and central Pennsylvania regions; and
continued slowing of automobile sales. Late in 2008 the U.S economy was identified as having been in
recession since the fourth quarter of 2007. However, given that approximately 70% of the Company’s
loans are to customers in New York State and Pennsylvania, including a large portion to customers in the
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traditionally slower growth or stagnant regions of upstate New York and Central Pennsylvania, the impact
of deteriorating national market conditions was not as pronounced on borrowers in these regions as
compared with other areas of the country. Home prices in upstate New York and central Pennsylvania
increased in 2008, in sharp contrast to steep declines in values in other regions of the country. Therefore,
despite the conditions, as previously described, the most severe credit issues experienced by the Company
through 2008 were centered around residential real estate, including loans to developers and builders of
residential real estate in areas other than New York state and Pennsylvania. In response, throughout 2008
the Company conducted detailed reviews of all loans to residential real estate builders and developers
that exceeded $2.5 million. Those credit reviews were updated throughout the year and resulted in
adjustments to loan grades and, if appropriate, commencement of intensified collection efforts, including
foreclosure. With regard to residential real estate loans, with special emphasis on the portfolio of Alt-A
mortgage loans, the Company expanded its collections and loan work-out staff and further refined its
loss identification and estimation techniques by reference to loan performance and house price depreci-
ation data in specific areas of the country where collateral that was securing the Company’s residential
real estate loans was located.

All of these factors can affect the Company’s credit loss experience. To help manage credit risk, the
Company maintains a detailed credit policy and utilizes various committees that include members of
senior management to approve significant extensions of credit. The Company also maintains a credit
review department that regularly reviews the Company’s loan and lease portfolios to ensure compliance
with established credit policy. The Company maintains an allowance for credit losses that in manage-
ment’s judgment is adequate to absorb losses inherent in the loan and lease portfolio. In addition, the
Company regularly reviews its investment securities for declines in value below amortized cost that might
be characterized as “other than temporary.” Any declines in value below amortized cost that are deemed
to be “other than temporary” are charged to earnings.

Economic Risk — The U.S. economy was in recession during 2008. As a result, several additional
risk factors have been identified, as follows:

o The significant downturn in the residential real estate market that began in 2007 had continued in
2008. The impact of that downturn has resulted in declining home prices, higher foreclosures and
loan charge-offs, and lower market prices on investment securities backed by residential real estate.
These factors could negatively impact M&T’s results of operations.

o Lower demand for Company’s products and services and lower revenues and earnings could result
from an economic recession.

o Lower fee income from the Company’s brokerage and trust businesses could result from significant
declines in stock market prices.

o Lower earnings could result from other-than temporary impairment charges related to the
Company’s investment securities portfolio.

 Higher FDIC insurance costs due to bank failures that have caused the FDIC Deposit Insurance
Fund to fall below minimum required levels.

« There is no assurance that the Emergency Economic Stabilization Act of 2008 will improve the
condition of the financial markets.

Supervision and Regulation — The Company is subject to extensive state and federal laws and
regulations governing the banking industry, in particular, and public companies, in general, including
laws related to corporate taxation. Many of those laws and regulations are described in Part I, Item 1
“Business.” Changes in those or other laws and regulations, or the degree of the Company’s compliance
with those laws and regulations as judged by any of several regulators, including tax authorities, that
oversee the Company, could have a significant effect on the Company’s operations and its financial
results.

Detailed discussions of the specific risks outlined above and other risks facing the Company are
included within this Annual Report on Form 10-K in Part I, Item 1 “Business,” and Part II, Item 7
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.” Furthermore,
in Part II, Item 7 under the heading “Forward-Looking Statements” is included a description of certain
risks, uncertainties and assumptions identified by management that are difficult to predict and that could



materially affect the Company’s financial condition and results of operations, as well as the value of the
Company’s financial instruments in general, and M&T common stock, in particular.

In addition, the market price of M&T common stock may fluctuate significantly in response to a
number of other factors, including changes in securities analysts’ estimates of financial performance,
volatility of stock market prices and volumes, rumors or erroneous information, changes in market
valuations of similar companies and changes in accounting policies or procedures as may be required by
the Financial Accounting Standards Board or other regulatory agencies.

Item 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

Both M&T and M&T Bank maintain their executive offices at One M&T Plaza in Buffalo, New York. This
twenty-one story headquarters building, containing approximately 279,000 rentable square feet of space,
is owned in fee by M&T Bank and was completed in 1967. M&T, M&T Bank and their subsidiaries
occupy approximately 92% of the building and the remainder is leased to non-affiliated tenants. At
December 31, 2008, the cost of this property (including improvements subsequent to the initial
construction), net of accumulated depreciation, was $6.8 million.

In September 1992, M&T Bank acquired an additional facility in Buffalo, New York with
approximately 360,000 rentable square feet of space. Approximately 89% of this facility, known as M&T
Center, is occupied by M&T Bank and its subsidiaries, with the remainder leased to non-affiliated
tenants. At December 31, 2008, the cost of this building (including improvements subsequent to
acquisition), net of accumulated depreciation, was $11.8 million.

M&T Bank also owns and occupies two separate facilities in the Buffalo area which support
certain back-office and operations functions of the Company. The total square footage of these facilities
approximates 215,000 square feet and their combined cost (including improvements subsequent to
acquisition), net of accumulated depreciation, was $18.7 million at December 31, 2008.

M&T Bank also owns a facility in Syracuse, New York with approximately 150,000 rentable square
feet of space. Approximately 45% of this facility is occupied by M&T Bank. At December 31, 2008, the
cost of this building (including improvements subsequent to acquisition), net of accumulated deprecia-
tion, was $7.3 million.

M&T Bank also owns facilities in Harrisburg, Pennsylvania and Millsboro, Delaware with approx-
imately 207,000 and 322,000 rentable square feet of space, respectively. M&T Bank occupies approxi-
mately 38% and 84% of these respective facilities. At December 31, 2008, the cost of these buildings
(including improvements subsequent to acquisition), net of accumulated depreciation, was $12.5 million
and $7.5 million, respectively.

No other properties owned by M&T Bank have more than 100,000 square feet of space. The cost,
net of accumulated depreciation and amortization, of the Company’s premises and equipment is detailed
in note 6 of Notes to Financial Statements filed herewith in Part II, Item 8, “Financial Statements and
Supplementary Data.” Of the 685 domestic banking offices of the Registrant’s subsidiary banks at
December 31, 2008, 288 are owned in fee and 397 are leased.

Item 3. Legal Proceedings.

In October 2007, Visa completed a reorganization in contemplation of its initial public offering (“IPO”)
expected to occur in 2008. As part of that reorganization, M&T Bank and other member banks of Visa
received shares of common stock of Visa, Inc. Those banks are also obligated under various agreements
with Visa to share in losses stemming from certain litigation (“Covered Litigation”). M&T Bank is not a
named defendant in any of the Covered Litigation. Although Visa was expected to set aside a portion of
the proceeds from its IPO in an escrow account to fund any judgments or settlements that may arise out
of the Covered Litigation, guidance from the Securities and Exchange Commission (“SEC”) indicated
that Visa member banks should record a liability for the fair value of the contingent obligation to Visa.
The estimation of the Company’s proportionate share of any potential losses related to the Covered

25



26

Litigation was extremely difficult and involved a great deal of judgment. Nevertheless, in the fourth
quarter of 2007 the Company recorded a pre-tax charge of $23 million ($14 million after tax effect)
related to the Covered Litigation. In accordance with GAAP and consistent with the SEC guidance, the
Company did not recognize any value for its common stock ownership interest in Visa, Inc. at that time.
During the first quarter of 2008, Visa completed its IPO and, as part of the transaction, funded an
escrow account for $3 billion from the proceeds of the IPO to cover potential settlements arising out of
the Covered Litigation. As a result, during 2008, the Company reversed approximately $15 million of the
$23 million accrued during the fourth quarter of 2007 for the Covered Litigation. The initial accrual in
2007 and the partial reversal in 2008 were included in “other costs of operations” in the consolidated
statement of income. In addition, M&T Bank was allocated 1,967,028 Class B common shares of Visa. Of
those shares, 760,455 were mandatorily redeemed in March 2008 resulting in a pre-tax gain of $33 million
($20 million after tax), which has been included in “gain on bank investment securities” in the
consolidated statement of income. During the fourth quarter of 2008, Visa announced that it had settled
an additional portion of the Covered Litigation and it further funded the escrow account to provide for
that settlement. That settlement and subsequent funding of the escrow account did not result in a
material impact to the Company’s consolidated financial position or results of operations.

M&T and its subsidiaries are subject in the normal course of business to various pending and
threatened legal proceedings in which claims for monetary damages are asserted. Management, after
consultation with legal counsel, does not anticipate that the aggregate ultimate liability arising out of
litigation pending against M&T or its subsidiaries will be material to M&T’s consolidated financial
position, but at the present time is not in a position to determine whether such litigation will have a
material adverse effect on M&T’s consolidated results of operations in any future reporting period.

Item 4. Submission of Matters to a Vote of Security Holders.

No matters were submitted to a vote of M&T’s security holders during the fourth quarter of 2008.

Executive Officers of the Registrant

Information concerning the Registrant’s executive officers is presented below as of February 21, 2009. The
year the officer was first appointed to the indicated position with the Registrant or its subsidiaries is
shown parenthetically. In the case of each corporation noted below, officers’ terms run until the first
meeting of the board of directors after such corporation’s annual meeting, which in the case of the
Registrant takes place immediately following the Annual Meeting of Stockholders, and until their
successors are elected and qualified.

Robert G. Wilmers, age 74, is chief executive officer (2007), chairman of the board (2000) and a
director (1982) of the Registrant. From April 1998 until July 2000, he served as president and chief
executive officer of the Registrant and from July 2000 until June 2005 he served as chairman, president
(1988) and chief executive officer (1983) of the Registrant. He is chief executive officer (2007), chairman
of the board (2005) and a director (1982) of M&T Bank, and previously served as chairman of the board
of M&T Bank from March 1983 until July 2003 and as president of M&T Bank from March 1984 until
June 1996.

Michael P. Pinto, age 53, is a vice chairman (2007) and a director (2003) of the Registrant.
Previously, he was an executive vice president of the Registrant (1997). He is a vice chairman and a
director (2003) of M&T Bank and is the chairman and chief executive officer of M&T Bank’s Mid-
Atlantic Division (2005). Prior to April 2005, Mr. Pinto was the chief financial officer of the Registrant
(1997) and M&T Bank (1996), and he oversaw the Company’s Finance Division, Technology and Banking
Operations Division, Corporate Services Group, Treasury Division and General Counsel’s Office. He is an
executive vice president (1996) and a director (1998) of M&T Bank, N.A. Mr. Pinto is chairman of the
board and a director of MTB Investment Advisors (2006).

Mark J. Czarnecki, age 53, is president and a director (2007) of the Registrant and president and a
director (2007) of M&T Bank. Previously, he was an executive vice president of the Registrant (1999) and
M&T Bank (1997) and was responsible for the M&T Investment Group and the Company’s Retail
Banking network. Mr. Czarnecki is chairman of the board (2007) and a director (1999) of M&T



Securities and chairman of the board, president and chief executive officer (2007) and a director
(2005) of M&T Bank, N.A.

James J. Beardi, age 62, is an executive vice president (2003) of the Registrant and M&T Bank,
and is responsible for managing the Company’s Corporate Services, Central Operations, Automobile
Floor Plan and Lending Services Groups. Previously, Mr. Beardi was in charge of the Company’s
Residential Mortgage business and the General Counsel’s Office. He was president and a director of M&T
Mortgage Corporation (1991) until its merger into M&T Bank on January 1, 2007. Mr. Beardi served as
senior vice president of M&T Bank from 1989 to 2003.

Robert J. Bojdak, age 53, is an executive vice president and chief credit officer (2004) of the
Registrant and M&T Bank. From April 2002 to April 2004, Mr. Bojdak served as senior vice president
and credit deputy for M&T Bank. Previous to joining M&T Bank in 2002, Mr. Bojdak served in several
senior management positions at KeyCorp., most recently as executive vice president and regional credit
executive. He is an executive vice president and a director of M&T Bank, N.A. (2004) and M&T Credit
(2004).

Stephen ]. Braunscheidel, age 52, is an executive vice president (2004) of the Registrant and M&T
Bank, and is in charge of the Company’s Human Resources Division. Previously, he was a senior vice
president in the M&T Investment Group, where he managed the Private Client Services and Employee
Benefits departments. Mr. Braunscheidel has held a number of management positions with M&T Bank
since 1978.

Atwood Collins, III, age 62, is an executive vice president of the Registrant (1997) and M&T Bank
(1996), and is the president and chief operating officer of M&T Bank’s Mid-Atlantic Division. Mr. Collins
is a trustee of M&T Real Estate (1995) and a director of M&T Securities (2008).

Richard S. Gold, age 48, is an executive vice president of the Registrant (2007) and M&T Bank
(2006) and is responsible for managing the Company’s Residential Mortgage and Consumer Lending
Divisions. Mr. Gold served as senior vice president of M&T Bank from 2000 to 2006, most recently
responsible for the Retail Banking Division, including M&T Securities. Mr. Gold is an executive vice
president of M&T Bank, N.A. (2006) and a director of M&T Credit (2008).

Brian E. Hickey, age 56, is an executive vice president of the Registrant (1997) and M&T Bank
(1996). He is a member of the Directors Advisory Council (1994) of the Rochester Division of M&T
Bank. Mr. Hickey is responsible for managing all of the non-retail segments in the Western New York
and the Northern and Central Pennsylvania regions.

René E. Jones, age 44, is an executive vice president (2006) and chief financial officer (2005) of the
Registrant and M&T Bank. Previously, Mr. Jones was a senior vice president in charge of the Financial
Performance Measurement department within M&T Bank’s Finance Division. Mr. Jones has held a
number of management positions within M&T Bank’s Finance Division since 1992. Mr. Jones is an
executive vice president and chief financial officer (2005) and a director (2007) of M&T Bank, N.A., and
he is a trustee of M&T Real Estate (2005). He is a director of M&T Insurance Agency (2007) and M&T
Securities (2007).

Kevin J. Pearson, age 47, is an executive vice president (2002) of the Registrant and M&T Bank.
He is a member of the Directors Advisory Council (2006) of the New York City/Long Island Division of
M&T Bank. Mr. Pearson is responsible for managing all of the non-retail segments in the New York City,
Philadelphia, Connecticut, New Jersey and Tarrytown markets of M&T Bank, as well as the Company’s
commercial real estate business, Commercial Marketing and Treasury Management. He is an executive
vice president of M&T Real Estate (2003), a director of M&T Realty Capital (2003) and an executive vice
president and a director of M&T Bank, N.A. (2008). Mr. Pearson served as senior vice president of M&T
Bank from 2000 to 2002.

Michele D. Trolli, age 47, is an executive vice president and chief information officer of the
Registrant and M&T Bank (2005). She is in charge of the Company’s Retail Banking Division as well as
the Company’s Technology and Global Sourcing groups. Previously, Ms. Trolli was in charge of the
Technology and Banking Operations Division and the Corporate Services Group of M&T Bank. Ms. Trolli
served as senior director, global systems support, with Franklin Resources, Inc., a worldwide investment
management company, from May 2000 through December 2004.
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PART I1

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities.

The Registrant’s common stock is traded under the symbol MTB on the New York Stock Exchange. See
cross-reference sheet for disclosures incorporated elsewhere in this Annual Report on Form 10-K for
market prices of the Registrant’s common stock, approximate number of common stockholders at year-
end, frequency and amounts of dividends on common stock and restrictions on the payment of dividends.

During the fourth quarter of 2008, M&T did not issue any shares of its common stock that were
not registered under the Securities Act of 1933.

Equity Compensation Plan Information

Incorporated by reference to the caption “COMPENSATION OF EXECUTIVE OFFICERS AND DIREC-
TORS” contained in the Registrant’s definitive Proxy Statement for its 2009 Annual Meeting of Stockholders,
which will be filed with the Securities and Exchange Commission on or about March 6, 2009.

Performance Graph

The following graph contains a comparison of the cumulative stockholder return on M&T common stock
against the cumulative total returns of the KBW Bank Index, compiled by Keefe, Bruyette & Woods Inc.,
and the S&P 500 Index, compiled by Standard & Poor’s Corporation, for the five-year period beginning
on December 31, 2003 and ending on December 31, 2008. The KBW Bank Index is a market
capitalization index consisting of 24 leading national money-center banks and regional institutions.

Comparison of Five-Year Cumulative Return*

$200
$150
T \D\\Z
$50
$0 T T T T T T
2003 2004 2005 2006 2007 2008
—{1—M&T Bank Corporation —%— KBW Bank Index —O—S&P 500 Index
Stockholder Value at Year End*
2003 2004 2005 2006 2007 2008
M&T Bank Corporation $100 112 115 131 90 66
KBW Bank Index $100 109 112 134 105 61
S&P 500 Index $100 111 116 135 142 90

* Assumes a $100 investment on December 31, 2003 and reinvestment of all dividends.




In accordance with and to the extent permitted by applicable law or regulation, the information set
forth above under the heading “Performance Graph” shall not be incorporated by reference into any
future filing under the Securities Act of 1933, as amended (the “Securities Act”), or the Exchange Act
and shall not be deemed to be “soliciting material” or to be “filed” with the SEC under the Securities Act
or the Exchange Act.

Issuer Purchases of Equity Securities
In February 2007, M&T announced that it had been authorized by its Board of Directors to purchase up
to 5,000,000 shares of its common stock. M&T did not repurchase any shares pursuant to such plan
during 2008.

During the fourth quarter of 2008, M&T purchased shares of its common stock as follows:

(d)Maximum

(c)Total Number (or

Number Approximate
of Shares  Dollar Value)

(or Units) of Shares
Purchased (or Units)
(a)Total as Part of  that may yet

Number (b)Average Publicly be Purchased
of Shares Price Paid Announced Under the

(or Units) per Share Plans or Plans or
Period Purchased(1)  (or Unit) Programs Programs(2)
October 1 - October 31,2008, ...........covuun.. 2,693 $80.88 — 2,181,500
November 1 - November 30,2008 . ............... 901 77.52 — 2,181,500
December 1 - December 31,2008. ................ 878 56.31 — 2,181,500
Total. . ..o 4,472 $75.38 —

(1) The total number of shares purchased during the periods indicated includes shares purchased as part of pub-
licly announced programs and shares deemed to have been received from employees who exercised stock options
by attesting to previously acquired common shares in satisfaction of the exercise price, as is permitted under
M&T’s stock option plans.

(2) On February 22, 2007, M&T announced a program to purchase up to 5,000,000 shares of its common stock.

Item 6. Selected Financial Data.

See cross-reference sheet for disclosures incorporated elsewhere in this Annual Report on Form 10-K.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

Corporate Profile and Significant Developments
M&T Bank Corporation (“M&T”) is a bank holding company headquartered in Buffalo, New York with
consolidated assets of $65.8 billion at December 31, 2008. The consolidated financial information
presented herein reflects M&T and all of its subsidiaries, which are referred to collectively as “the
Company.” M&T’s wholly owned bank subsidiaries are M&T Bank and M&T Bank, National Association
(“M&T Bank, N.A).

M&T Bank, with total assets of $64.8 billion at December 31, 2008, is a New York-chartered
commercial bank with 684 banking offices in New York State, Pennsylvania, Maryland, Delaware,
New Jersey, Virginia, West Virginia and the District of Columbia, and an office in the Cayman Islands.
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 their markets.
Lending is largely focused on consumers residing in New York State, Pennsylvania, Maryland, northern
Virginia and Washington, D.C., and on small and medium size businesses based in those areas, although
residential and commercial real estate loans are originated through lending offices in six other states.
Certain lending activities are also conducted in other states through various subsidiaries. M&T Bank’s
subsidiaries include: M&T Credit Services, LLC, a consumer lending and commercial leasing and lending
company; M&T Real Estate Trust, a commercial mortgage lender; M&T Realty Capital Corporation, a
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multifamily commercial mortgage lender; M&T Securities, Inc., which provides brokerage, investment
advisory and insurance services; MTB Investment Advisors, Inc., which serves as investment advisor to
the MTB Group of Funds, a family of proprietary mutual funds, and other funds and institutional
clients; and M&T Insurance Agency, Inc., an insurance agency.

M&T Bank, N.A., with total assets of $939 million at December 31, 2008, 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, Internet and direct mail marketing techniques.

On December 18, 2008, M&T entered into a definitive agreement to acquire Provident Bankshares
Corporation (“Provident”), a bank holding company headquartered in Baltimore, Maryland, in a stock-
for-stock transaction. Provident will merge with and into First Empire State Holding Company, a wholly
owned direct subsidiary of M&T formed solely for the purposes of the merger. Immediately following the
acquisition, Provident’s wholly owned banking subsidiary, Provident Bank of Maryland (“Provident
Bank”) will be merged with and into M&T Bank. Provident Bank operates 143 branch offices located
primarily in Maryland and Virginia. At December 31, 2008, Provident had $6.6 billion in assets, including
$4.4 billion of loans and leases and $1.4 billion of investment securities, and $5.9 billion of liabilities,
including $4.8 billion of deposits. The merger requires the approval of various regulatory agencies and
Provident’s shareholders and, assuming those approvals are obtained, is expected to be completed during
the second quarter of 2009. Under the terms of the merger agreement, Provident common shareholders
will receive 0.171625 shares of M&T common stock in exchange for each share of Provident common
stock they own. Provident Series A and Series B preferred stock will be exchanged for series of M&T
preferred stock on substantially the same terms. The acquisition of Provident will expand the Company’s
presence in the Mid-Atlantic area, is expected to give the Company the second-largest deposit share in
Maryland, and will triple the Company’s presence in Virginia.

The condition of the residential real estate marketplace and the U.S. economy in 2007 and 2008
has had a significant impact on the financial services industry as a whole, and specifically on the financial
results of the Company. Beginning with a pronounced downturn in the residential real estate market in
early 2007 that was led by problems in the sub-prime mortgage market, the deterioration of residential
real estate values and higher delinquencies and charge-offs of loans continued throughout 2008. The drop
in real estate values negatively impacted residential real estate builder and developer businesses. With the
U.S. economy in recession in 2008, financial institutions were facing higher credit losses from distressed
real estate values and borrower defaults, resulting in reduced capital levels. In addition, investment
securities backed by residential and commercial real estate were reflecting substantial unrealized losses
due to a lack of liquidity in the financial markets and anticipated credit losses. Some financial institutions
were forced into liquidation or were merged with stronger institutions as losses increased and the
amounts of available funding and capital levels lessened. The Federal National Mortgage Association
(“Fannie Mae”) and The Federal Home Loan Mortgage Corporation (“Freddie Mac”), two government-
sponsored entities, were placed in conservatorship in September 2008 by the U.S. Government. The
Federal Reserve also lowered its federal funds target rate in the fourth quarter of 2008 three times, from
2.00% at the beginning of the quarter to a range of 0% - .25% at December 31, 2008.

In the third quarter of 2008, the Federal Reserve, the U.S. Treasury Department (“U.S. Treasury”)
and the Federal Deposit Insurance Corporation (“FDIC”) initiated measures to stabilize the financial
markets and to provide liquidity for financial institutions. The Emergency Economic Stabilization Act of
2008 (“EESA”) was signed into law on October 3, 2008 and authorizes the U.S. Treasury to provide funds
to be used to restore liquidity and stability to the U.S. financial system. Under the authority of EESA, the
U.S. Treasury instituted a voluntary capital purchase program to encourage U.S. financial institutions to
build capital to increase the flow of financing to U.S. businesses and consumers and to support the
U.S. economy. Under the program, the U.S. Treasury has been purchasing senior preferred shares of
financial institutions which will pay cumulative dividends at a rate of 5% per year for five years and
thereafter at a rate of 9% per year. The terms of the senior preferred shares indicate that the shares may
not be redeemed for three years except with the proceeds of a “qualifying equity offering” and that after
three years, the shares may be redeemed, in whole or in part, at par value plus accrued and unpaid
dividends. In February 2009, legislation was signed that may result in changes in those terms. The senior
preferred shares are non-voting and qualify as Tier 1 capital for regulatory reporting purposes. In



connection with purchasing senior preferred shares, the U.S. Treasury also receives warrants to purchase
the common stock of participating financial institutions having a market price of 15% of the amount of
senior preferred shares on the date of investment with an exercise price equal to the market price of the
participating institution’s common stock at the time of approval, calculated on a 20-trading day trailing
average. The warrants have a term of ten years and are immediately exercisable, in whole or in part. For a
period of three years, the consent of the U.S. Treasury will be required for participating institutions to
increase their common stock dividend or repurchase their common stock, other than in connection with
benefit plans consistent with past practice. Participation in the capital purchase program also includes
certain restrictions on executive compensation. The minimum subscription amount available to a
participating institution is one percent of total risk-weighted assets. The maximum suggested subscription
amount is three percent of risk-weighted assets. On December 23, 2008, M&T issued to the U.S. Treasury
$600 million of Series A preferred stock and warrants to purchase 1,218,522 shares of M&T common
stock at $73.86 per share. M&T elected to participate in the capital purchase program at an amount equal
to approximately 1% of its risk-weighted assets at the time.

Following a systemic risk determination pursuant to the Federal Deposit Insurance Act, the FDIC
announced a Temporary Liquidity Guarantee Program (“TLGP”), which temporarily guarantees the
senior debt of all FDIC-insured institutions and certain holding companies, as well as deposits in
noninterest-bearing deposit transaction accounts, for those institutions and holding companies who did
not elect to opt out of the TLGP by December 5, 2008. M&T chose to continue its participation in the
TLGP and, thus, did not opt out. To further increase access to funding for businesses in all sectors of the
economy, the Federal Reserve Board announced a Commercial Paper Funding Facility (“CPFF”) program,
which provides a broad backstop for the commercial paper market. Beginning October 27, 2008, the
CPFF began funding purchases of commercial paper of three-month maturity from high-quality issuers.

On November 30, 2007, M&T acquired Partners Trust Financial Group, Inc. (“Partners Trust”), a
bank holding company headquartered in Utica, New York. Partners Trust Bank, the primary banking
subsidiary of Partners Trust, was merged into M&T Bank on that date. Partners Trust Bank operated
33 branch offices in upstate New York at the date of acquisition. The results of operations acquired in the
Partners Trust transaction have been included in the Company’s financial results since November 30,
2007, but did not have a material effect on the Company’s results of operations in 2007 or in 2008. After
application of the election, allocation and proration procedures contained in the merger agreement with
Partners Trust, M&T paid $282 million in cash and issued 3,096,861 shares of M&T common stock in
exchange for Partners Trust shares outstanding at the time of acquisition. In addition, based on the
merger agreement, M&T paid $9 million in cash to holders of outstanding and unexercised stock options
granted by Partners Trust. The purchase price was approximately $559 million based on the cash paid to
Partners Trust shareholders, the fair value of M&T common stock exchanged, and the cash paid to
holders of Partners Trust stock options. The acquisition of Partners Trust expanded the Company’s
presence in upstate New York, making M&T Bank the deposit market share leader in the Utica-Rome
and Binghamton markets, while strengthening its lead position in Syracuse.

Assets acquired from Partners Trust on November 30, 2007 totaled $3.5 billion, including
$2.2 billion of loans and leases (largely residential real estate and consumer loans), liabilities assumed
aggregated $3.0 billion, including $2.2 billion of deposits (largely savings, money-market and time
deposits), and $277 million was added to stockholders’ equity. In connection with the acquisition, the
Company recorded approximately $283 million of goodwill and $50 million of core deposit intangible.
The core deposit intangible is being amortized over 7 years using an accelerated method.

As a condition of the approval of the Partners Trust acquisition by regulators, M&T Bank was
required to divest three of the acquired branch offices in Binghamton, New York. The three branches
were sold on March 15, 2008, including loans of $13 million and deposits of $65 million. No gain or loss
was recognized on that transaction.

On December 7, 2007, M&T Bank acquired the Mid-Atlantic retail banking franchise of First
Horizon Bank (“First Horizon”), a subsidiary of First Horizon National Corporation, in a cash
transaction, including $214 million of loans, $216 million of deposits and $80 million of trust and
investment assets under management. The transaction did not have a significant effect on the Company’s
results of operations during 2007 or 2008. In connection with the transaction, the Company recorded
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approximately $15 million of core deposit and other intangible assets that are being amortized using
accelerated methods over a weighted-average life of 7 years.

The Company incurred merger-related expenses associated with the Partners Trust and First
Horizon transactions related to systems conversions and other costs of integrating and conforming
acquired operations with and into the Company of approximately $15 million ($9 million net of
applicable income taxes, or $.08 of diluted earnings per common share) during 2007 and $4 million
($2 million net of applicable income taxes, or $.02 of diluted earnings per common share) during 2008.
Those expenses consisted largely of professional services and other temporary help fees associated with
the conversion of systems and/or integration of operations; costs related to branch and office consolida-
tions; incentive compensation; initial marketing and promotion expenses designed to introduce the
Company to customers of the acquired operations; travel costs; printing, postage and supplies; and other
costs of commencing operations in new offices. In accordance with generally accepted accounting
principles (“GAAP”), included in the determination of goodwill associated with the Partners Trust
acquisition were charges totaling $14 million, net of applicable income taxes ($18 million before tax
effect), for severance costs for former Partners Trust employees, termination of Partners Trust contracts
for various services and other items. As of December 31, 2008, there were no significant amounts of
unpaid merger-related expenses or charges included in the determination of goodwill.

On February 5, 2007, M&T invested $300 million to acquire a 20 percent minority interest in
Bayview Lending Group LLC (“BLG”), a privately-held commercial mortgage lender that specializes in
originating, securitizing and servicing small balance commercial real estate loans. M&T recognizes income
from BLG using the equity method of accounting. M&T’s pro-rata portion of the results of operations of
BLG was a loss of $37 million ($23 million after tax effect) in 2008 and income of $9 million ($5 million
after tax effect) in 2007, which have been recorded as a component of “other income” in the consolidated
statement of income. Including expenses associated with M&T’s investment in BLG, most notably interest
expense, that investment reduced the Company’s net income in 2008 by $32 million (after tax effect) or
$.29 per diluted common share and in 2007 by $4 million (after tax effect) or $.04 per diluted common
share.

On June 30, 2006, M&T Bank completed the acquisition of 21 branch offices in Buffalo and
Rochester, New York from Citibank, N.A., including approximately $269 million of loans, mostly to
consumers, small businesses and middle market customers, and approximately $1.0 billion of deposits.
Expenses associated with integrating the acquired branches into M&T Bank and introducing the
customers associated with those branches to M&T Bank’s products and services aggregated $3 million,
after applicable tax effect, or $.03 of diluted earnings per common share during the year ended
December 31, 2006.

Critical Accounting Estimates

The Company’s significant accounting policies conform with GAAP and are described in note 1 of Notes
to Financial Statements. In applying those accounting policies, management of the Company is required
to exercise judgment in determining many of the methodologies, assumptions and estimates to be
utilized. Certain of the critical accounting estimates are more dependent on such judgment and in some
cases may contribute to volatility in the Company’s reported financial performance should the assump-
tions and estimates used change over time due to changes in circumstances. Some of the more significant
areas in which management of the Company applies critical assumptions and estimates include the
following:

o Allowance for credit losses — The allowance for credit losses represents the amount which, in
management’s judgment, will be adequate to absorb credit losses inherent in the loan and lease
portfolio as of the balance sheet date. A provision for credit losses is recorded to adjust the level
of the allowance as deemed necessary by management. In estimating losses inherent in the loan
and lease portfolio, assumptions and judgment are applied to measure amounts and timing of
expected future cash flows, collateral values and other factors used to determine the borrowers’
abilities to repay obligations. Historical loss trends are also considered, as are economic conditions,
industry trends, portfolio trends and borrower-specific financial data. Changes in the circum-
stances considered when determining management’s estimates and assumptions could result in



changes in those estimates and assumptions, which may result in adjustment of the allowance. A
detailed discussion of facts and circumstances considered by management in assessing the
adequacy of the allowance for credit losses is included herein under the heading “Provision for
Credit Losses.”

Valuation methodologies — Management of the Company applies various valuation methodologies
to assets and liabilities which often involve a significant degree of judgment, particularly when
liquid markets do not exist for the particular items being valued. Quoted market prices are
referred to when estimating fair values for certain assets, such as trading assets, most investment
securities, and residential real estate loans held for sale and related commitments. However, for
those items for which an observable liquid market does not exist, management utilizes significant
estimates and assumptions to value such items. Examples of these items include loans, deposits,
borrowings, goodwill, core deposit and other intangible assets, and other assets and liabilities
obtained or assumed in business combinations; capitalized servicing assets; pension and other
postretirement benefit obligations; value ascribed to stock-based compensation; estimated residual
values of property associated with leases; and certain derivative and other financial instruments.
These valuations require the use of various assumptions, including, among others, discount rates,
rates of return on assets, repayment rates, cash flows, default rates, costs of servicing and
liquidation values. The use of different assumptions could produce significantly different results,
which could have material positive or negative effects on the Company’s results of operations. In
addition to valuation, the Company must assess whether there are any declines in value below the
carrying value of assets that should be considered other than temporary or otherwise require an
adjustment in carrying value and recognition of a loss in the consolidated statement of income.
Examples include investment securities, other investments, mortgage servicing rights, goodwill,
core deposit and other intangible assets, among others. Specific assumptions and estimates utilized
by management are discussed in detail herein in management’s discussion and analysis of financial
condition and results of operations and in notes 1, 3, 4, 7, 8, 10, 11, 12, 18, 19 and 20 of Notes to
Financial Statements.

Commitments, contingencies and off-balance sheet arrangements — Information regarding the
Company’s commitments and contingencies, including guarantees and contingent liabilities arising
from litigation, and their potential effects on the Company’s results of operations is included in
note 21 of Notes to Financial Statements. In addition, the Company is routinely subject to
examinations from various governmental taxing authorities. Such examinations may result in
challenges to the tax return treatment applied by the Company to specific transactions. Manage-
ment believes that the assumptions and judgment used to record tax-related assets or liabilities
have been appropriate. Should tax laws change or the tax authorities determine that management’s
assumptions were inappropriate, the result and adjustments required could have a material effect
on the Company’s results of operations. Information regarding the Company’s income taxes is
presented in note 13 of Notes to Financial Statements. The recognition or de-recognition in the
Company’s consolidated financial statements of assets and liabilities held by so-called variable
interest entities is subject to the interpretation and application of complex accounting pronounce-
ments or interpretations that require management to estimate and assess the probability of
financial outcomes in future periods. Information relating to the Company’s involvement in such
entities and the accounting treatment afforded each such involvement is included in note 19 of
Notes to Financial Statements.

Overview

The Company’s net income for 2008 was $556 million or $5.01 of diluted earnings per common share,
representing declines of 15% and 16%, respectively, from $654 million or $5.95 of diluted earnings per
common share in 2007. Basic earnings per common share decreased 17% to $5.04 in 2008 from $6.05 in
2007. Net income in 2006 aggregated $839 million, while diluted and basic earnings per common share
were $7.37 and $7.55, respectively. The after-tax impact of acquisition and integration-related expenses
(included herein as merger-related expenses) associated with the 2007 business combination and branch
acquisition transactions were $2 million ($4 million pre-tax) or $.02 of basic and diluted earnings per

33



34

common share in 2008 and $9 million ($15 million pre-tax) or $.08 of basic and diluted earnings per
common share in 2007. Similar costs related to the 2006 branch acquisition transaction were $3 million
($5 million pre-tax) or $.03 of basic and diluted earnings per common share in 2006. Net income
represented a rate of return on average assets in 2008 of .85%, compared with 1.12% in 2007 and 1.50%
in 2006. The return on average common stockholders’ equity was 8.64% in 2008, 10.47% in 2007 and
13.89% in 2006.

The Company’s financial results for 2008 were affected by several notable factors. Largely the result
of the state of the U.S. economy and the distressed residential real estate marketplace, the Company’s
provision for credit losses in 2008 was $412 million, significantly higher than $192 million in 2007. Net
charge-offs of loans rose dramatically in 2008, to $383 million from $114 million in 2007. Net loan
charge-offs as a percentage of average loans outstanding were .78% and .26% in 2008 and 2007,
respectively. While charge-offs were up in all major categories of loans, the most significant contributors
to the sharp rise were loan charge-offs related to residential real estate markets; charge-offs of loans to
builders and developers of residential real estate jumped from $4 million in 2007 to $100 million in
2008, and residential real estate loan charge-offs grew to $63 million in 2008 from $19 million in 2007.
Not only did the condition of the residential real estate markets negatively impact the Company’s
financial results in 2008 through a higher provision for credit losses, but significantly higher costs were
incurred related to the workout process for modifying the residential mortgage loans of creditworthy
borrowers and to the foreclosure process for borrowers unable to make payments on their loans.

During the third quarter, a $153 million (pre-tax) other-than-temporary impairment charge was
recorded related to preferred stock issuances of Fannie Mae and Freddie Mac. The write-down was taken
on preferred stock with a basis of $162 million following the U.S. Government’s placement of Fannie
Mae and Freddie Mac under conservatorship on September 7, 2008. At December 31, 2008 the fair value
of the securities of $2 million (adjusted cost basis of $9 million) was reflected in the Company’s
available-for-sale investment securities portfolio. The Company recognized additional other-than-tempo-
rary impairment charges during 2008 totaling $29 million (pre-tax) related to certain collateralized debt
obligations (obtained from Partners Trust) and collateralized mortgage obligations. In total, other-than-
temporary impairment charges on investment securities aggregated $182 million ($111 million after tax
effect) during 2008, thereby lowering diluted earnings per common share by $1.00.

Also reflected in the Company’s 2008 results was $29 million, or $.26 of diluted earnings per
common share, resulting from M&T Bank’s status as a member bank of Visa. During the last quarter of
2007, Visa completed a reorganization in contemplation of its initial public offering (“IPO”) in 2008. As
part of that reorganization M&T Bank and other member banks of Visa received shares of Class B
common stock of Visa. Those banks are also obligated under various agreements with Visa to share in
losses stemming from certain litigation involving Visa (“Covered Litigation”). As of December 31, 2007,
although Visa was expected to set aside a portion of the proceeds from its IPO in an escrow account to
fund any judgments or settlements that may arise out of the Covered Litigation, guidance from the
Securities and Exchange Commission (“SEC”) indicated that Visa member banks should record a liability
for the fair value of the contingent obligation to Visa. The estimation of the Company’s proportionate
share of any potential losses related to the Covered Litigation was extremely difficult and involved a great
deal of judgment. Nevertheless, in the fourth quarter of 2007 the Company recorded a pre-tax charge of
$23 million ($14 million after tax effect, or $.13 per diluted common share) related to the Covered
Litigation. In accordance with GAAP and consistent with the SEC guidance, the Company did not
recognize any value for its common stock ownership interest in Visa as of the 2007 year-end. During the
first quarter of 2008, Visa completed its IPO and, as part of the transaction, funded an escrow account
with $3 billion from the proceeds of the IPO to cover potential settlements arising out of the Covered
Litigation. As a result, during the first three months of 2008, the Company reversed approximately
$15 million of the $23 million accrued during the fourth quarter of 2007 for the Covered Litigation,
adding $9 million to net income ($.08 per diluted common share). In addition, M&T Bank was allocated
1,967,028 Class B common shares of Visa based on its proportionate ownership of Visa. Of those shares,
760,455 were mandatorily redeemed in March 2008 for an after-tax gain of $20 million ($33 million pre-
tax), which has been recorded as “gain on bank investment securities” in the consolidated statement of
income, adding $.18 to diluted earnings per common share. During the fourth quarter of 2008, Visa



announced that it had settled an additional portion of the Covered Litigation and it further funded the
escrow account to provide for that settlement. That settlement and subsequent funding of the escrow
account did not result in a material impact to the Company’s consolidated financial position or results of
operations.

The Company resolved certain tax issues during the third quarter of 2008 related to its activities
in various jurisdictions during the years 1999-2007. As a result, the Company paid $40 million to settle
those issues, but was able to reduce previously accrued income tax expense in 2008 by $40 million,
thereby adding $.36 to diluted earnings per common share.

The Company’s financial results for 2007 were adversely impacted by several events. Turmoil in
the residential real estate market, which began in early 2007, significantly affected the Company’s financial
results in a number of ways. Problems experienced by lenders in the sub-prime residential mortgage
lending market also had negative repercussions on the rest of the residential real estate marketplace.
Through early 2007, the Company had been an active participant in the origination of alternative
(“Alt-A”) residential real estate loans and the sale of such loans in the secondary market. Alt-A loans
originated by M&T typically included some form of limited documentation requirements as compared
with more traditional residential real estate loans. Unfavorable market conditions during the first quarter
of 2007, including a lack of liquidity, impacted the Company’s willingness to sell Alt-A loans, as an
auction of such loans initiated by the Company received fewer bids than normal and the pricing of those
bids was substantially lower than expected. As a result, $883 million of Alt-A loans previously held for
sale (including $808 million of first mortgage loans and $75 million of second mortgage loans) were
transferred in March 2007 to the Company’s held-for-investment loan portfolio. In accordance with
GAAP, loans held for sale must be recorded at the lower of cost or market value. Accordingly, prior to
reclassifying the Alt-A mortgage loans to the held-for-investment portfolio, the carrying value of such
loans was reduced by $12 million ($7 million after tax effect, or $.07 of diluted earnings per common
share). Those loans were reclassified because management believed at that time that the value of the Alt-
A residential real estate loans was greater than the amount implied by the few bidders who were active in
the market. The downturn in the residential real estate market, specifically related to declining real estate
valuations and higher delinquencies, continued throughout the remainder of 2007 and had a negative
effect on the majority of financial institutions active in residential real estate lending. Margins earned by
the Company from sales of residential real estate loans in the secondary market were lower in 2007 than
in 2006.

The Company is contractually obligated to repurchase some previously sold residential real estate
loans that do not ultimately meet investor sale criteria, including instances where mortgagors fail to make
timely payments during the first 90 days subsequent to the sale date. Requests from investors for the
Company to repurchase residential real estate loans increased significantly in early 2007, particularly
related to Alt-A loans. As a result, during 2007’s first quarter the Company reduced mortgage banking
revenues by $6 million ($4 million after tax effect, or $.03 of diluted earnings per common share) related
to declines in market values of previously sold residential real estate loans that the Company may be
required to repurchase.

The Company had $1.2 billion of Alt-A residential real estate loans in its held-for-investment loan
portfolio at December 31, 2007. Lower real estate values and higher levels of delinquencies and charge-
offs contributed to increased losses in that portfolio during 2007, which led to an assessment of the
Company’s accounting practices during the fourth quarter as they related to the timing of the classifica-
tion of residential real estate loans as nonaccrual and when such loans were charged off. Beginning in the
fourth quarter of 2007, residential real estate loans were classified as nonaccrual when principal or
interest payments became 90 days delinquent. Previously, residential real estate loans had been placed in
nonaccrual status when payments were 180 days past due. Also in 2007’s final quarter, the Company
began charging-off loan balances over the net realizable value of the property collateralizing the loan
when such loans become 150 days delinquent, whereas previously the Company provided an allowance
for credit losses for those amounts and charged-off loans upon foreclosure of the underlying property.
The impact of the acceleration of the classification of residential real estate loans as nonaccrual resulted
in an increase in nonperforming loans of $84 million at December 31, 2007 and a corresponding decrease
in loans past due 90 days and accruing interest. As a result of that acceleration, previously accrued
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interest of $2 million was reversed and charged against income. Included in the $114 million of net
charge-ofts for 2007 were $15 million resulting from the change in accounting procedure. The declining
residential real estate values also contributed to specific allocations of the allowance for credit losses
related to two residential real estate builders and developers during the fourth quarter of 2007.
Considering these and other factors as discussed herein under the heading “Provision for Credit Losses,”
the Company significantly increased the provision for credit losses in 2007 to $192 million, compared
with $80 million in 2006.

The turbulence in the residential real estate market in 2007 also negatively affected the Company’s
investment securities portfolio. Three collateralized debt obligations were purchased in the first quarter of
2007 for approximately $132 million. The securities are backed largely by residential mortgage-backed
securities (collateralized by a mix of prime, mid-prime and sub-prime residential mortgage loans) and
are held in the Company’s available-for-sale portfolio. Although these securities were highly rated when
purchased, two of the three securities were downgraded by the rating agencies in late-2007. After a
thorough analysis, management concluded that the impairment of the market value of these securities
was other than temporary. As a result, the Company recorded an impairment charge of $127 million
($78 million after tax effect, or $.71 of diluted earnings per common share) in the fourth quarter of
2007. The impairment charge reduced the Company’s exposure to collateralized debt obligations backed
by residential mortgage securities to approximately $4 million.

Finally, as already noted, during the last quarter of 2007, the Company recorded a pre-tax charge
of $23 million ($14 million after tax effect, or $.13 per diluted common share) related to the Visa
Covered Litigation.

Net interest income expressed on a taxable-equivalent basis in 2008 rose 5% to $1.96 billion from
$1.87 billion in 2007. The positive impact of higher average earning assets was partially offset by a decline
in net interest margin, or taxable-equivalent net interest income expressed as a percentage of average
earning assets. Average earning assets increased 12% to $58.0 billion in 2008 from $52.0 billion in 2007, the
result of increased average balances of loans and leases and investment securities. Earning assets obtained in
the fourth quarter 2007 acquisition transactions were $3.3 billion. Average loans and leases of $48.8 billion
in 2008 were $4.7 billion or 11% higher than $44.1 billion in 2007, due to growth in commercial loans and
leases of $1.6 billion, or 13%, commercial real estate loans of $2.7 billion, or 17%, and consumer loans and
leases of $961 million, or 9%, partially offset by a $550 million, or 9%, decline in consumer real estate
loans. Reflected in those amounts were loans obtained in the 2007 acquisition transactions aggregating
$2.4 billion at the respective acquisition dates, including $259 million of commercial loans and leases, $343
million of commercial real estate loans, $1.1 billion of residential real estate loans and $690 million of
consumer loans. Of the $1.1 billion of residential real estate loans acquired, approximately $950 million
were securitized into Fannie Mae mortgage-backed securities in December 2007. The acquired loans did
not have a significant impact on average loans and leases for 2007. Average balances of investment securities
increased 23% to $9.0 billion in 2008 from $7.3 billion in 2007. The net interest margin declined 22 basis
points (hundredths of one percent) to 3.38% in 2008 from 3.60% in 2007, largely due to a decrease in the
contribution ascribed to net interest-free funds that resulted largely from the impact of lower interest rates
on interest-bearing liabilities used to value such funds.

Taxable-equivalent net interest income in 2007 was 2% higher than $1.84 billion in 2006. The
impact of higher average earning asset balances was largely offset by a decline in net interest margin.
Average earning assets increased 5% to $52.0 billion in 2007 from $49.7 billion in 2006 due to higher
loan and lease balances, partially offset by lower average balances of investment securities. Average loans
and leases outstanding in 2007 rose $2.7 billion or 7% to $44.1 billion from $41.4 billion in 2006, the
result of growth in commercial loans and leases of $858 million, or 8%, commercial real estate loans of
$653 million, or 4%, consumer real estate loans of $1.0 billion, or 20%, and consumer loans and leases
of $186 million, or 2%. The $2.4 billion of loans obtained in the 2007 acquisition transactions did not
have a significant impact on average loans and leases for 2007. The average balance of investment
securities outstanding declined $717 million, or 9%, to $7.3 billion in 2007 from $8.0 billion in 2006 due
largely to net paydowns and maturities of mortgage-backed securities, collateralized mortgage obligations
and U.S. federal agency securities. The Company’s net interest margin narrowed 10 basis points to 3.60%
in 2007 from 3.70% in 2006. That narrowing was the result of several factors, including higher rates paid



on deposit accounts and variable-rate borrowings that were only partially offset by higher yields earned
on loans and investment securities.

The provision for credit losses rose to $412 million in 2008 from $192 million in 2007 and
$80 million in 2006. Deteriorating credit conditions that were reflected in rising levels of charge-offs and
delinquencies, as well as rapidly declining residential real estate valuations during 2007 and continuing in
2008 and their impact on the Company’s portfolios of residential mortgage loans and loans to residential
builders and developers, contributed significantly to the increases in the provision. Also contributing to
the higher levels of the provision, charge-offs and delinquencies in 2008 was the impact of the condition
of the U.S. economy, which was in recession. The level of the provision during 2006 was reflective of
generally favorable credit quality. Net charge-offs were $383 million in 2008, up from $114 million in
2007 and $68 million in 2006. Net charge-offs as a percentage of average loans and leases outstanding
rose to .78% in 2008 from .26% in 2007 and .16% in 2006. The provision in each year represents the
result of management’s analysis of the composition of the loan and lease portfolio and other factors,
including concern regarding uncertainty about economic conditions, both nationally and in many of the
markets served by the Company, and the impact of such conditions and prospects on the abilities of
borrowers to repay loans.

Noninterest income in 2008 aggregated $939 million, compared with $933 million in 2007.
Reflected in 2008’s total were $148 million of losses from bank investment securities, compared with
$126 million of such losses in the 2007 noninterest income amount. Those losses were due predominately
to other-than-temporary impairment charges related to certain of M&T’s collateralized debt obligations,
collateralized mortgage obligations, and preferred stock holdings of Fannie Mae and Freddie Mac, all held
in the available-for-sale investment securities portfolio. The 2008 losses are net of the already noted
$33 million gain from the sale of shares of Visa. Excluding the impact of those net securities losses,
noninterest income was $1.09 billion in 2008, 3% higher than $1.06 billion in 2007. That 3% rise
reflected higher mortgage banking revenues and fees for providing deposit services that were partially
offset by a $46 million decline in M&T’s pro-rata portion of the operating results of BLG.

Noninterest income in 2007 declined 11% from $1.05 billion in 2006. That decline resulted from
the $127 million other-than-temporary impairment charge in 2007 related to collateralized debt
obligations held in the Company’s available-for-sale investment securities portfolio. That charge is
reflected in “losses from bank investment securities” in the consolidated statement of income. Excluding
securities gains or losses, noninterest income in 2007 was 1% higher than in 2006. Higher service charges
on deposit accounts, trust income, and trading account and foreign exchange gains, and $9 million
related to M&T’s pro-rata portion of the operating results of BLG, were largely offset by a $31 million
decline in mortgage banking revenues. Contributing to the decline in mortgage banking revenues were
changing market conditions, which led to slimmer margins realized on sales of residential real estate
loans. In addition, the Company recognized $18 million of losses in the first quarter of 2007 related to its
Alt-A loan portfolio due to declines in the market values of such loans. Included in noninterest income
in 2006 was a $13 million gain resulting from the accelerated recognition of a purchase accounting
premium related to the call of a $200 million Federal Home Loan Bank (“FHLB”) of Atlanta borrowing
assumed in a previous acquisition.

Noninterest expense in 2008 totaled $1.73 billion, up 6% from $1.63 billion in 2007. Noninterest
expense in 2006 was $1.55 billion. Included in such amounts are expenses considered by M&T to be
“nonoperating” in nature, consisting of amortization of core deposit and other intangible assets of
$67 million, $66 million and $63 million in 2008, 2007 and 2006, respectively, and merger-related
expenses of $4 million in 2008, $15 million in 2007 and $5 million in 2006. Exclusive of these
nonoperating expenses, noninterest operating expenses aggregated $1.66 billion in 2008, $1.55 billion in
2007 and $1.48 billion in 2006. Noninterest expenses in 2008 included an addition to the valuation
allowance for capitalized residential mortgage servicing rights of $16 million, as compared with partial
reversals of the valuation allowance of $4 million in 2007 and $10 million in 2006. Also contributing to
the rise in operating expenses were higher expenses for salaries, occupancy, professional services,
advertising and promotion, and foreclosed residential real estate properties. Partially offsetting those
factors was the $23 million charge taken in the fourth quarter of 2007 related to M&T Bank’s obligation
as a member bank of Visa to share in losses stemming from certain litigation, compared with a partial
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reversal of that charge in the first quarter of 2008 of $15 million. Included in operating expenses in 2006
was an $18 million tax-deductible contribution made to The M&T Charitable Foundation, a tax-exempt
private charitable foundation. A similar $6 million contribution was made in 2008, whereas no such
contribution was made in 2007. Excluding the impact of the Visa charge in 2007 and the charitable
contribution in 2006, operating expenses in 2007 were up 4% from 2006, largely due to a higher level of
salaries and employee benefits expense reflecting the impact of merit pay increases, increased incentive
compensation and higher costs for providing medical benefits to employees.

The efficiency ratio expresses the relationship of operating expenses to revenues. The Company’s
efficiency ratio, or noninterest operating expenses divided by the sum of taxable-equivalent net interest
income and noninterest income (exclusive of gains and losses from bank investment securities), was
54.4% in 2008, compared with 52.8% in 2007 and 51.5% in 2006.

Table 1
EARNINGS SUMMARY
Dollars in millions
Increase (Decrease)(a) GCOIVIv?lf‘Il{mtl
2007 to 2008 2006 to 2007 e Vears
Amount %  Amount % 2008 2007 2006 2005 2004 2003 to 2008
$(266.2) (7) $ 2319 7 Interest income(b) .. ............ $3,299.5 3,565.6 3,333.8 2,806.0 2,316.1 9%
(356.8) (21) 198.0 13 Interest expense. .. ............. 1,337.8 1,694.6 1,496.6 9944 564.2 20
90.6 5 33.9 2 Net interest income(b) . . .. ....... 1,961.7 1,871.0 1,837.2 1,811.6 1,751.9 4
220.0 115 112.0 140 Less: provision for credit losses . . . . . 412.0  192.0 80.0 88.0 95.0 26
Gain (loss) on bank investment
(21.7) —  (128.7) — SECUrities. . . o v v v v ee . (147.8) (126.1) 2.6 (28.1) 2.9 —
27.7 3 15.8 2 Otherincome .. ............... 1,086.7 1,059.1 1,043.2 977.8 940.1 6
Less:
48.8 5 35.0 4 Salaries and employee benefits . . . . 957.1  908.3 8733 822.2 806.6 5
505 7 409 6 Other expense . . . ............ 769.9 719.3 678.4 6629 709.5 2
(222.7) (23) (266.9) (21) Income before income taxes . ...... 761.6 984.4 1,251.3 1,188.2 1,083.8 (3)
Less:
1.0 5 1.2 6 Taxable-equivalent adjustment(b) . . . 21.8 20.8 197 173 173 6
(125.3) (41) (83.2) (21) Income taxes . .. ............. 183.9 309.3 392.4 388.7 344.0 (8)
$ (98.4) E) $(184.9) (22) Netincome. .................. $ 555.9 654.3 839.2 7822 7225 (1)%

(a) Changes were calculated from unrounded amounts.

(b) Interest income data are on a taxable-equivalent basis. The taxable-equivalent adjustment represents addi-
tional income taxes that would be due if all interest income were subject to income taxes. This adjustment,
which is related to interest received on qualified municipal securities, industrial revenue financings and pre-
ferred equity securities, is based on a composite income tax rate of approximately 39%.

Supplemental Reporting of Non-GAAP Results of Operations

As a result of business combinations and other acquisitions, the Company had intangible assets consisting
of goodwill and core deposit and other intangible assets totaling $3.4 billion at each of December 31,
2008 and 2007, and $3.2 billion at December 31, 2006. Included in such intangible assets was goodwill of
$3.2 billion at each of December 31, 2008 and 2007, and $2.9 billion at December 31, 2006. Amortization
of core deposit and other intangible assets, after tax effect, totaled $41 million, $40 million and

$38 million during 2008, 2007 and 2006, respectively.

M&T consistently provides supplemental reporting of its results on a “net operating” or “tangible”
basis, from which M&T excludes the after-tax effect of amortization of core deposit and other intangible
assets (and the related goodwill, core deposit intangible and other intangible asset balances, net of
applicable deferred tax amounts) and expenses associated with merging acquired operations into the
Company, since such expenses are considered by management to be “nonoperating” in nature. Although



“net operating income” as defined by M&T is not a GAAP measure, M&T’s management believes that
this information helps investors understand the effect of acquisition activity in reported results.

Net operating income totaled $599 million in 2008, compared with $704 million in 2007. Diluted
net operating earnings per common share in 2008 declined 16% to $5.39 from $6.40 in 2007. Net
operating income and diluted net operating earnings per common share were $881 million and $7.73,
respectively, during 2006.

Reconciliations of net income and diluted earnings per common share with net operating income
and diluted net operating earnings per common share are presented in table 2.

Net operating income expressed as a rate of return on average tangible assets was .97% in 2008,
compared with 1.27% in 2007 and 1.67% in 2006. Net operating return on average tangible common
equity was 19.63% in 2008, compared with 22.58% and 29.55% in 2007 and 2006, respectively.
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Reconciliations of average assets and equity with average tangible assets and average tangible

common equity are also presented in table 2.

Table 2

RECONCILIATION OF GAAP TO NON-GAAP MEASURES

2008 2007 2006
Income statement data
In thousands, except per share
Net income
Net INCOME . . .ttt it e e e e et e e e e e $ 555,887 $ 654,259 $ 839,189
Amortization of core deposit and other intangible assets(a) . ................. 40,504 40,491 38,418
Merger-related eXpenses(a) . . ... ...ttt 2,160 9,070 3,048
Net operating iNCOME . . . ..o ottt ittt ettt $ 598,551 $ 703,820 $ 880,655
Earnings per common share
Diluted earnings per common share. .. ...ttt $ 5.01 $ 595 $ 7.37
Amortization of core deposit and other intangible assets(a) . ................. .36 .37 .33
Merger-related eXpenses(a) . .. .......vuitit i .02 .08 .03
Diluted net operating earnings per common share . ... ................... $ 5.39 $ 6.40 $ 7.73
Other expense
Other exXpense . . ..... ...ttt $1,726,996 $1,627,689 $1,551,751
Amortization of core deposit and other intangible assets . ................... (66,646) (66,486) (63,008)
Merger-related eXpenses. . . . ...t e e (3,547) (14,887) (4,997)
Noninterest Operating eXpense . . . . ... v v v vt vt ettt et e e $1,656,803 $1,546,316 $1,483,746
Merger-related expenses
Salaries and employee benefits . . ... ... ... $ 62 $ 1,333 § 815
Equipment and net 0CCUPANCY . . . .ot vv i e 49 238 224
Printing, postage and supplies . . .. ... .. ... 367 1,474 155
Other costs of Operations. . . . . ... ...ttt 3,069 11,842 3,803
Total . .o $ 3,547 $ 14,887 $ 4,997
Balance sheet data
In millions
Average assets
AVETAZE ASSCLS . v v v v vt e e e e $ 65132 $ 58,545 $ 55,839
Goodwill . . .o e (3,193) (2,933) (2,908)
Core deposit and other intangible assets . . . ............ ... ... . .. ... ... (214) (221) (191)
Deferred taxes . . . ..o v i it 30 24 38
Average tangible assets. . . ... ... .. $ 61,755 $ 55415 §$ 52,778
Average common equity
Average COMMON EQUILY . . . . oo oot e $ 6,423 $ 6,247 $ 6,041
GoodWill . . .o (3,193) (2,933) (2,908)
Core deposit and other intangible assets . . . ............ ... ... . ... (214) (221) (191)
Deferred taxes . . ..o vt ittt e e 30 24 38
Average tangible common equity . ........... . .. e $ 3,046 $ 3,117  $ 2,980
At end of year
Total assets
Total aSSeLS. « v v v et e e e $ 65816 $ 64,876 $ 57,065
Goodwill . . .o e (3,192) (3,196) (2,909)
Core deposit and other intangible assets . . ... ........ ... .. ... . ... (183) (249) (250)
Deferred taxes . . ..o vt ittt e e 23 36 30
Total tangible assets. . . . .. ... $ 62,464 $ 61,467 $ 53,936
Total common equity
Total common eqUIY . . . . .ot $ 6217 $ 6,485 $ 6,281
GoodWIll . . .o (3,192) (3,196) (2,909)
Core deposit and other intangible assets . . .. ............. ... ... . ........ (183) (249) (250)
Deferred taxes . . ..o vt i it e 23 36 30
Total tangible common equity . ........... .. $ 2,865 $ 3,076 $ 3,152

(a) After any related tax effect.



Net Interest Income/Lending and Funding Activities

Net interest income expressed on a taxable-equivalent basis rose 5% to $1.96 billion in 2008 from

$1.87 billion in 2007, largely the result of growth in average earning assets. Those assets totaled

$58.0 billion in 2008, up 12% from $52.0 billion in 2007. Growth in average loan and lease balances
outstanding, which rose 11% to $48.8 billion in 2008 from $44.1 billion in 2007, and average investment
securities, which increased 23% to $9.0 billion in 2008 from $7.3 billion in 2007, were the leading factors
in that improvement. A lower net interest margin, which declined to 3.38% in 2008 from 3.60% in 2007,
partially offset the positive impact on taxable-equivalent net interest income resulting from growth in
average earning assets.

Average loans and leases increased to $48.8 billion in 2008 from $44.1 billion in 2007. Most of the
Company’s major loan categories experienced growth during 2008, notwithstanding the impact of loans
acquired in the late-2007 acquisition transactions. Average commercial loans and leases increased 13% to
$13.8 billion in 2008 from $12.2 billion in 2007. Commercial real estate loans averaged $18.4 billion in
2008, up 17% from $15.7 billion in 2007. The Company’s consumer loan portfolio averaged $11.2 billion
in 2008, 9% higher than $10.2 billion in 2007. Average residential real estate loans declined 9% to
$5.5 billion in 2008 from $6.0 billion in 2007, due largely to a $533 million decrease in average loans
held for sale to $591 million in 2008 from $1.1 billion in 2007.

Reflecting growth in average earning assets that was partially offset by a narrowing of the net
interest margin, taxable-equivalent net interest income increased 2% to $1.87 billion in 2007 from
$1.84 billion in 2006. Average earning assets rose $2.3 billion or 5% to $52.0 billion in 2007 from
$49.7 billion in 2006. That growth resulted from a $2.7 billion or 7% increase in average outstanding
balances of loans and leases, offset in part by a $717 million or 9% decline in average outstanding
balances of investment securities. The positive impact of higher average earning assets on taxable-
equivalent net interest income was offset by a narrowing of the Company’s net interest margin, which
declined to 3.60% in 2007 from 3.70% in 2006.
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The Company experienced growth in all major loan categories in 2007, particularly during the
second half of the year. Average commercial loans and leases increased 8% to $12.2 billion in 2007 from
$11.3 billion in 2006. Commercial real estate loans averaged $15.7 billion in 2007, up 4% from
$15.1 billion in 2006, due, in part, to higher average balances of construction loans. Average residential
real estate loans rose 20% in 2007 to $6.0 billion from $5.0 billion in 2006. In March 2007, the Company
transferred $883 million of Alt-A residential real estate loans from the Company’s held-for-sale loan
portfolio to its held-for-investment portfolio. Residential real estate loans held for sale averaged
$1.1 billion in 2007 and $1.5 billion during 2006. Consumer loans and leases averaged $10.2 billion in
2007, up 2% from $10.0 billion in 2006, due in part to growth in the automobile loan portfolio.

Table 4 summarizes average loans and leases outstanding in 2008 and percentage changes in the
major components of the portfolio over the past two years.

Table 4
AVERAGE LOANS AND LEASES
(Net of unearned discount)
Percent Increase
(Decrease) from
2008 2007 to 2008 2006 to 2007
(Dollars in millions)
Commerdial, financial, etc........... .. ... $13,802 13% 8%
Real estate — commercial . ........ i 18,428 17 4
Real estate — CONSUIMET. . . . ..ottt ettt e 5,465 9) 20
Consumer
Automobile . . ... 3,560 17 5
Home equity lines . ........ ... .. ... 4,469 7 (1)
Home equityloans .......... ... . .. ... . ... ..... 1,067 (6) (6)
Other ..o e 2,054 11 8
Total CONSUMET . v vttt et e et e e et e e e ee 11,150 9 2
Total . oo $48,845 11% 7%

Commercial loans and leases, excluding loans secured by real estate, aggregated $14.3 billion at
December 31, 2008, representing 29% of total loans and leases. Table 5 presents information on
commercial loans and leases as of December 31, 2008 relating to geographic area, size, borrower industry
and whether the loans are secured by collateral or unsecured. Of the $14.3 billion of commercial loans
and leases outstanding at the end of 2008, approximately $11.3 billion, or 79%, were secured, while 53%,
23% and 15% were granted to businesses in New York State, Pennsylvania and the Mid-Atlantic area
(which includes Maryland, Delaware, Virginia, West Virginia and the District of Columbia), respectively.
The Company provides financing for leases to commercial customers, primarily for equipment. Commer-
cial leases included in total commercial loans and leases at December 31, 2008 aggregated $1.4 billion, of
which 48% were secured by collateral located in New York State, 16% were secured by collateral in the
Mid-Atlantic area and another 11% were secured by collateral in Pennsylvania.
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Table 5

COMMERCIAL LOANS AND LEASES, NET OF UNEARNED DISCOUNT

December 31, 2008

Manufacturing . . ............
Services .. ... ...
Automobile dealerships .......
Wholesale. . ................
Financial and insurance .. ... ..

Transportation,
communications, utilities . . . .

Public administration.........
Health services..............
Real estate investors . .........
Construction ...............
Retail . ....................

Agriculture, forestry, fishing,
mining, etc. ..............

Percent of dollars outstanding

Secured .. .................
Unsecured .................
Leases ......... ... ... ....

Percent of dollars outstanding by
size of loan

Less than $1 million..........
$1 million to $5 million.......
$5 million to $10 million . ... ..
$10 million to $20 million . . . ..
$20 million to $30 million . . . ..
$30 million to $50 million . . . ..
$50 million to $100 million . . ..

(Excludes Loans Secured by Real Estate)

New York Pennsylvania Mid-Atlantic Other Total Percent of Total
(Dollars in millions)
$1,317 $ 562 $ 227 $ 161 $ 2,267 16%
1,078 357 472 118 2,025 14
894 523 116 321 1,854 13
664 322 347 39 1,372 10
854 115 105 73 1,147 8
388 295 67 223 973 7
463 261 119 42 885 6
482 109 128 81 800 6
461 117 98 84 760 5
267 192 110 32 601 4
271 153 96 39 559 4
107 75 11 37 230 2
393 147 180 69 789 _5
$7,639 $3,228 $2,076 $1,319 $14,262 m%
53% 23% 15% 9% 100%
69% 77% 67% 59% 69%
22 18 22 14 21
9 5 11 27 10
100% 100% 100% 100% 100%
25% 27% 33% 17% 25%
24 31 24 29 26
15 18 13 25 17
16 13 14 15 15
9 8 9 10 9
7 1 7 — 5
4 2 — 4 3
100% 100% 100% 100% 100%




International loans included in commercial loans and leases totaled $91 million and $107 million
at December 31, 2008 and 2007, respectively. The Company participates in the insurance and guarantee
programs of the Export-Import Bank of the United States. These programs provide U.S. government
repayment coverage of 90% to 100% on loans supporting foreign borrowers’ purchases of U.S. goods and
services. The loans generally range from $1 million to $10 million. The outstanding balances of loans
under these programs at December 31, 2008 and 2007 were $76 million and $95 million, respectively.

Loans secured by real estate, including outstanding balances of home equity loans and lines of
credit which the Company classifies as consumer loans, represented approximately 60% of the loan and
lease portfolio during 2008, compared with 61% in 2007 and 62% in 2006. At December 31, 2008, the
Company held approximately $18.8 billion of commercial real estate loans, $4.9 billion of consumer real
estate loans secured by one-to-four family residential properties (including $352 million of loans held for
sale) and $5.7 billion of outstanding balances of home equity loans and lines of credit, compared with
$17.4 billion, $6.2 billion and $5.5 billion, respectively, at December 31, 2007. Loans obtained in the
December 2007 acquisition transactions included $343 million of commercial real estate loans, $1.1 billion
of consumer real estate loans secured by one-to-four family residential mortgages and $269 million of
outstanding home equity loans and lines of credit. As already noted, approximately $950 million of the
$1.1 billion of acquired consumer real estate loans were securitized into Fannie Mae mortgage-backed
securities in December 2007. Included in total loans and leases were amounts due from builders and
developers of residential real estate aggregating $1.9 billion and $1.5 billion at December 31, 2008 and
2007, respectively.

A significant portion of commercial real estate loans originated by the Company are 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. Commercial real estate loans are also originated through the Company’s offices in
Pennsylvania, Maryland, Virginia, Washington, D.C., Oregon, West Virginia and other states. 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 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. The Company also originates fixed-rate
commercial real estate loans with maturities of greater than five years, generally having original maturity
terms of approximately ten years, and adjustable-rate commercial real estate loans. Excluding construc-
tion and development loans made to investors, adjustable-rate commercial real estate loans represented
approximately 51% of the commercial real estate loan portfolio as of December 31, 2008. Table 6 presents
commercial real estate loans by geographic area, type of collateral and size of the loans outstanding at
December 31, 2008. New York City metropolitan area commercial real estate loans totaled $6.6 billion at
the 2008 year-end. The $5.7 billion of investor-owned commercial real estate loans in the New York City
metropolitan area were largely secured by multifamily residential properties, retail space, and office space.
The Company’s experience has been that office, retail and service-related properties tend to demonstrate
more volatile fluctuations in value through economic cycles and changing economic conditions than do
multifamily residential properties. Approximately 54% of the aggregate dollar amount of New York City-
area loans were for loans with outstanding balances of $10 million or less, while loans of more than
$30 million made up approximately 22% of the total.
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Table 6

COMMERCIAL REAL ESTATE LOANS, NET OF UNEARNED DISCOUNT

December 31, 2008

Investor-owned
Permanent finance by property type
Retail ......... o

Hotel ......... .. .
Industrial/Warehouse. . . ... ............
Health facilities . ....................

Construction/Development
Commercial
Construction . ....................
Land/Land development . . . ...........
Residential builder and developer
Construction . ....................
Land/Land development . . . ...........

Total construction/development . . .. ...

Total investor-owned . . ...................

Owner-occupied by industry
Health services. ... ..................
Other services . ........... ... .......
Real estate investors . ... ..............
Retail ...
Manufacturing . ... ... oL
Automobile dealerships ... .......... ...
Wholesale . . .......... .. ... ... ...

Total owner-occupied . . ............

Total commercial real estate . ...............

Percentof total . . .. ........ ... ... ... ...,

Percent of dollars outstanding by size of loan

Less than $1 million . ....................
$1 million to $5million . . . ................
$5 million to $10 million . . ................
$10 million to $30 million . ................
$30 million to $50 million . ................
$50 million to $100 million. . ...............
Greater than $100 million. . ... .............

Metropolitan Other
New York  New York Mid- Percent of
City State Pennsylvania Atlantic Other  Total Total
(Dollars in millions)
$1,734 $ 340 $ 242 $ 222§ 479 $ 3,017 16%
965 591 186 224 140 2,106 11
1,414 262 161 81 83 2,001 11
379 201 128 37 35 780 4
169 146 151 73 58 597 3
37 108 34 58 154 391 2
260 84 70 53 14 481 3
4,958 1,732 972 748 963 9,373 _50%
329 687 181 467 218 1,882 10%
115 26 40 127 62 370 2
150 202 124 134 128 738 4
114 100 77 539 123 953 5
708 1,015 422 1,267 531 3,943 21%
5,666 2,747 1,394 2,015 1,494 13,316 1%
298 300 154 277 94 1,123 6%
153 369 285 269 35 1,111 6
176 266 195 111 27 775 4
89 179 161 109 5 543 3
47 162 128 81 3 421 2
47 161 98 32 33 371 2
38 81 114 85 — 318 2
103 282 248 205 22 860 4
951 1,800 1,383 1,169 219 5,522 _29%
$6,617 $4,547 $2,777 $3,184  $1,713 $18,838 100%
35% 24% 15% 17% 9% 100%
7% 27% 32% 19% 10% 18%
28 35 36 27 19 30
19 16 10 19 16 17
24 19 16 23 24 21
10 3 — 8 9 6
9 — 6 4 11 6
3 — — — 11 2
100% 100% 100% 100%  100% 100%

Commercial real estate loans secured by properties located in other parts of New York State,
Pennsylvania, the Mid-Atlantic area and other areas 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 (owner-occupied). Approximately 62% 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 loans with outstanding balances of $5 million or less. Of the outstanding balances of



commercial real estate loans in Pennsylvania and the Mid-Atlantic area, approximately 68% and 46%,
respectively, were for loans with outstanding balances of $5 million or less.

Commercial real estate loans secured by properties located outside of Pennsylvania, the Mid-
Atlantic area, New York State and areas of states neighboring New York considered to be part of the New
York City metropolitan area, comprised 9% of total commercial real estate loans as of December 31,
2008.

Commercial real estate construction and development loans made to investors presented in table 6
totaled $3.9 billion at December 31, 2008, or 8% of total loans and leases. Approximately 94% of those
construction loans had adjustable interest rates. Included in such loans at December 31, 2008 were
$1.7 billion of loans to developers of residential real estate properties. Information about the credit
performance of the Company’s loans to builders and developers of residential real estate properties is
included herein under the heading “Provision For Credit Losses.” The remainder of the commercial real
estate construction loan portfolio was comprised of loans made for various purposes, including the
construction of office buildings, multifamily residential housing, retail space and other commercial
development.

M&T Realty Capital Corporation, one of the Company’s commercial real estate lending subsidiar-
ies, participates in the Fannie Mae Delegated Underwriting and Servicing (“DUS”) program, pursuant to
which commercial real estate loans are originated in accordance with terms and conditions specified by
Fannie Mae and sold. Under this program, loans are sold with partial credit recourse to M&T Realty
Capital Corporation. The amount of recourse is generally limited to one-third of any credit loss incurred
by the purchaser on an individual loan, although in some cases the recourse amount is less than one-
third of the outstanding principal balance. At December 31, 2008 and 2007, approximately $1.2 billion
and $1.0 billion, respectively, of commercial real estate loan balances serviced for others had been sold
with recourse. There have been no material losses incurred as a result of those recourse arrangements.
Commercial real estate loans held for sale at December 31, 2008 and 2007 aggregated $156 million and
$79 million, respectively. At December 31, 2008 and 2007, commercial real estate loans serviced for other
investors by the Company were $6.4 billion and $5.3 billion, respectively. Those serviced loans are not
included in the Company’s consolidated balance sheet.

Real estate loans secured by one-to-four family residential properties were $4.9 billion at
December 31, 2008, including approximately 35% secured by properties located in New York State, 12%
secured by properties located in Pennsylvania and 18% secured by properties located in the Mid-Atlantic
area. At December 31, 2008, $352 million of residential real estate loans were held for sale, compared
with $774 million at December 31, 2007. As already discussed, in March 2007 the Company transferred
$883 million of Alt-A loans secured by residential real estate properties from its held-for-sale portfolio to
its held-for-investment loan portfolio. The Company’s portfolio of Alt-A loans held for investment at
December 31, 2008 totaled $974 million, compared with $1.2 billion at December 31, 2007. Loans to
individuals to finance the construction of one-to-four family residential properties totaled $233 million
at December 31, 2008, or approximately .5% of total loans and leases, compared with $417 million or 1%
at December 31, 2007. Information about the credit performance of the Company’s Alt-A mortgage loans
and other residential mortgage loans is included herein under the heading “Provision For Credit Losses.”

Consumer loans comprised approximately 23% of the average loan portfolio during each of 2008
and 2007, compared with 24% in 2006. The two largest components of the consumer loan portfolio are
outstanding balances of home equity lines of credit and automobile loans. Average balances of home
equity lines of credit outstanding represented approximately 9% of average loans outstanding in each of
2008 and 2007. Automobile loans represented approximately 7% of the Company’s average loan portfolio
during each of 2008 and 2007. No other consumer loan product represented more than 4% of average
loans outstanding in 2008. Approximately 51% of home equity lines of credit outstanding at
December 31, 2008 were secured by properties in New York State, and 21% and 26% were secured by
properties in Pennsylvania and the Mid-Atlantic area, respectively. Average outstanding balances on home
equity lines of credit were approximately $4.5 billion and $4.2 billion in 2008 and 2007, respectively. At
December 31, 2008, 33% and 22% of the automobile loan portfolio were to customers residing in
New York State and Pennsylvania, respectively. Although automobile loans have generally been originated
through dealers, all applications submitted through dealers are subject to the Company’s normal
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underwriting and loan approval procedures. Outstanding automobile loan balances declined to $3.3 billion
at December 31, 2008 from $3.8 billion at December 31, 2007.

Table 7 presents the composition of the Company’s loan and lease portfolio at the end of 2008,
including outstanding balances to businesses and consumers in New York State, Pennsylvania, the Mid-
Atlantic area and other states. Approximately 51% of total loans and leases at December 31, 2008 were to
New York State customers, while 19% and 17% were to Pennsylvania and the Mid-Atlantic area
customers, respectively.

Table 7

LOANS AND LEASES, NET OF UNEARNED DISCOUNT
December 31, 2008

Percent of Dollars Outstanding

New York
Outstandings State Pennsylvania Mid-Atlantic Other
(Dollars in millions)
Real estate
Residential .. .................... $ 4,904 35% 12% 18% 35%
Commercial ..................... 18,838 59(a) 15 17 9
Total real estate. . ............... 23,742 54% 14% 17% 15%
Commercial, financial, etc. ........... 12,833 54% 24% 14% 8%
Consumer
Home equity lines ................ 4,720 51% 21% 26% 2%
Home equity loans. ............... 975 24 52 20 4
Automobile ........... .. ...... .. 3,306 33 22 11 34
Other secured or guaranteed. ........ 1,723 40 14 11 35
Other unsecured. .. ............... 272 47 28 23 2
Total consumer. ................ 10,996 42% 23% 18% 17%
Totalloans . ................. 47,571 51% 19% 17% 13%
Commercial leases . . ................ 1,429 48% 11% 16% 25%
Total loans and leases . ......... $49,000 51% 19% 17% 13%

(a) Includes loans secured by properties located in neighboring states generally considered to be within commuting
distance of New York City.

Balances of investment securities averaged $9.0 billion in 2008, compared with $7.3 billion and
$8.0 billion in 2007 and 2006, respectively. The increase of $1.7 billion or 23% from 2007 to 2008 was
largely due to the impact of residential real estate loan securitizations in June and July of 2008 and in
December 2007 and to the full-year impact of third quarter 2007 purchases of approximately $800 million
of collateralized mortgage obligations and other mortgage-backed securities. During June and July 2008,
the Company securitized approximately $875 million of residential real estate loans in guaranteed
mortgage securitizations with Fannie Mae. During December 2007, approximately $950 million of
residential real estate loans obtained in the Partners Trust acquisition were securitized in a guaranteed
mortgage securitization with Fannie Mae. The Company recognized no gain or loss on those securitiza-
tion transactions as it retained all of the resulting securities, which are held in the available-for-sale
investment securities portfolio. The decline in average investment securities during 2007 as compared
with 2006 largely reflects net paydowns and maturities of mortgage-backed securities, collateralized
mortgage obligations and U.S. federal agency securities.



The investment securities portfolio is largely comprised of residential and commercial mortgage-
backed securities and collateralized mortgage obligations, debt securities issued by municipalities, debt
and preferred equity securities issued by government-sponsored agencies and certain financial institu-
tions, and shorter-term U.S. Treasury and federal agency notes. When purchasing investment securities,
the Company considers its overall interest-rate risk profile as well as the adequacy of expected returns
relative to risks assumed, including credit and prepayment risk. In managing the investment securities
portfolio, the Company occasionally sells investment securities as a result of changes in interest rates and
spreads, actual or anticipated prepayments, credit risk associated with a particular security, or as a result
of restructuring its investment securities portfolio following completion of a business combination.

During the third quarter of 2008, the Company purchased a $142 million AAA-rated private
placement mortgage-backed security that had been securitized by Bayview Financial Holdings, L.P.
(together with its affiliates, “Bayview Financial”). Bayview Financial is a privately-held company and is
the majority investor of BLG. Upon purchase, the security was placed in the Company’s held-to-maturity
portfolio, as management determined that it had the intent and ability to hold the security to maturity.
Management subsequently reconsidered whether certain other similar mortgage-backed securities previ-
ously purchased from Bayview Financial and held in the Company’s available-for-sale portfolio should
more appropriately be in the held-to-maturity portfolio. Concluding that it had the intent and ability to
hold those securities to maturity as well, the Company transferred collateralized mortgage obligations
having a fair value of $298 million and a cost basis of $385 million from its available-for-sale investment
securities portfolio to the held-to-maturity portfolio during the third quarter of 2008.

The Company regularly reviews its investment securities for declines in value below amortized cost
that might be characterized as “other than temporary.” As previously discussed, during the third quarter
of 2008 the Company recognized an other-than-temporary impairment charge of $153 million related to
its holdings of preferred stock of Fannie Mae and Freddie Mac. Additional other-than-temporary
impairment charges of $29 million were recognized in 2008 on three collateralized mortgage obligations
backed by option adjustable rate residential mortgages (“ARMs”) that had an amortized cost of
$20 million and on three collateralized debt obligations backed by bank preferred capital securities that
had an amortized cost of $12 million. The collateralized debt obligations were obtained in the Partners
Trust transaction. As previously discussed, during 2007’s fourth quarter, the Company recognized other-
than-temporary impairment charges of $127 million related to $132 million of collateralized debt
obligations backed largely by residential mortgage-backed securities. As of December 31, 2008 and 2007,
the Company concluded that the remaining declines associated with the rest of the investment securities
portfolio were temporary in nature. That conclusion was based on management’s assessment of future
cash flows associated with individual investment securities as of each respective date. A further discussion
of fair values of investment securities is included herein under the heading “Capital.” Additional
information about the investment securities portfolio is included in note 3 of Notes to Financial
Statements.

Other earning assets include deposits at banks, trading account assets, federal funds sold and
agreements to resell securities. Those other earning assets in the aggregate averaged $198 million in 2008,
$503 million in 2007 and $183 million in 2006. Reflected in those balances were purchases of investment
securities under agreements to resell which averaged $96 million and $417 million during 2008 and 2007,
respectively, and $50 million in 2006. The higher level of resell agreements in 2007 as compared with
2008 and 2006 was due, in part, to the need to collateralize deposits of municipalities. Outstanding resell
agreements at December 31, 2008 totaled $90 million. The amounts of investment securities and other
earning assets held by the Company are influenced by such factors as demand for loans, which generally
yield more than investment securities and other earning assets, ongoing repayments, the levels of deposits,
and management of balance sheet size and resulting capital ratios.

The most significant source of funding for the Company is core deposits, which are comprised of
noninterest-bearing deposits, nonbrokered interest-bearing transaction accounts, nonbrokered savings
deposits and nonbrokered domestic time deposits under $100,000. The Company’s branch network is its
principal source of core deposits, which generally carry lower interest rates than wholesale funds of
comparable maturities. Certificates of deposit under $100,000 generated on a nationwide basis by M&T
Bank, N.A. are also included in core deposits. Core deposits averaged $31.7 billion in 2008, up from
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$28.6 billion in 2007 and $28.3 billion in 2006. The acquisition transactions in late-2007 added

$2.0 billion of core deposits on the respective acquisition dates, however, the Company’s average core
deposits in 2007 only increased $156 million from those transactions. The previously discussed June 30,
2006 branch acquisition added approximately $880 million to average core deposits during the second
half of 2006, or approximately $443 million for the year ended December 31, 2006. Average core deposits
of M&T Bank, N.A. were $274 million in 2008, $208 million in 2007 and $387 million in 2006. Funding
provided by core deposits represented 55% of average earning assets in each of 2008 and 2007, and 57%
in 2006. Core deposits totaled $34.3 billion at December 31, 2008, compared with $30.7 billion at
December 31, 2007. Table 8 summarizes average core deposits in 2008 and percentage changes in the
components of such deposits over the past two years.

Table 8
AVERAGE CORE DEPOSITS
Percentage Increase
(Decrease) from
2008 2007 to 2008 2006 to 2007
(Dollars in millions)

NOW acounts .. vvvv ettt ettt eei e eeeee e $ 502 9% 6%
Savings deposits . ... ... .. 17,952 21 4
Time deposits under $100,000. . ... ....... ... cvuen.... 5,600 (3) (3)
Noninterest-bearing deposits . . .. .................. ... 7,674 4 (2)

Total . oo $31,728 11% 1%

Additional sources of funding for the Company include domestic time deposits of $100,000 or
more, deposits originated through the Company’s offshore branch office, and brokered deposits.
Domestic time deposits over $100,000, excluding brokered certificates of deposit, averaged $2.6 billion in
2008, $2.7 billion in 2007 and $2.9 billion in 2006. Offshore branch deposits, primarily comprised of
accounts with balances of $100,000 or more, averaged $4.0 billion in 2008, $4.2 billion in 2007 and
$3.6 billion in 2006. Average brokered time deposits totaled $1.4 billion in 2008, compared with
$2.1 billion in 2007 and $3.5 billion in 2006, and at December 31, 2008 and 2007 totaled $487 million
and $1.8 billion, respectively. In connection with the Company’s management of interest rate risk, interest
rate swap agreements 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 substantially similar to the amounts
and terms of $70 million of brokered time deposits. The Company also had brokered NOW and money-
market deposit accounts, which averaged $218 million, $87 million and $69 million in 2008, 2007 and
2006, respectively. Offshore branch deposits and brokered deposits have been used by the Company as an
alternative to short-term borrowings. Additional amounts of offshore branch deposits or brokered
deposits may be solicited in the future depending on market conditions, including demand by customers
and other investors for those deposits, and the cost of funds available from alternative sources at the
time.

The Company also uses borrowings from banks, securities dealers, various FHLBs, the Federal
Reserve and others as sources of funding. The average balance of short-term borrowings was $6.1 billion
in 2008, $5.4 billion in 2007 and $4.5 billion in 2006. Beginning in the second quarter of 2008, the
Company actively sought to increase the average maturity of its non-deposit sources of funds and to
reduce short-term borrowings. Average short-term borrowings for the 2008 quarters ended June 30,
September 30 and December 31 totaled $6.9 billion, $5.4 billion and $5.0 billion, respectively. Included in
short-term borrowings were unsecured federal funds borrowings, which generally mature daily, that
averaged $4.5 billion, $4.6 billion and $3.7 billion in 2008, 2007 and 2006, respectively. Overnight federal
funds borrowings represented the largest component of average short-term borrowings and were obtained
from a wide variety of banks and other financial institutions. Overnight federal funds borrowings totaled
$809 million at December 31, 2008 and $4.2 billion at December 31, 2007. Also included in short-term
borrowings in 2008 were secured borrowings with the Federal Reserve through their Term Auction



Facility (“TAF”). Borrowings under the TAF averaged $238 million during 2008, and totaled $1.0 billion
at December 31, 2008. Such borrowings had maturities of 84 days. Also included in average short-term
borrowings was a $500 million revolving asset-backed structured borrowing secured by automobile loans
that was paid off during late-2008. All of the available amount of that structured borrowing was in use at
the 2007 and 2006 year-ends. The subsidiary, the loans and the borrowings were included in the
consolidated financial statements of the Company. The average balance of this borrowing was $463 million
in 2008, $437 million in 2007 and $500 million in 2006. Additional information about that subsidiary,
M&T Auto Receivables I, LLC, and the revolving borrowing agreement is included in note 19 of Notes to
Financial Statements. Average short-term borrowings during 2008 and 2007 included $682 million and
$160 million, respectively, of borrowings from the FHLB of New York. There were no similar short-term
borrowings in 2006.

Long-term borrowings averaged $11.6 billion in 2008, $8.4 billion in 2007 and $6.0 billion in
2006. Included in average long-term borrowings were amounts borrowed from the FHLBs of $6.7 billion
in 2008, $4.3 billion in 2007 and $3.8 billion in 2006, and subordinated capital notes of $1.9 billion in
2008, $1.6 billion in 2007 and $1.2 billion in 2006. M&T Bank issued $400 million and $500 million of
subordinated notes in December 2007 and 2006, respectively, in part to maintain appropriate regulatory
capital ratios. The notes issued in December 2007 bear a fixed rate of interest of 6.625% and mature in
December 2017. The 2006 notes bear a fixed rate of interest of 5.629% until December 2016 and a
floating rate thereafter until maturity in December 2021, at a rate equal to the three-month London
Interbank Offered Rate (“LIBOR”) plus .64%. Beginning December 2016, M&T Bank may, at its option
and subject to prior regulatory approval, redeem some or all of those notes on any interest payment date.
The Company has utilized interest rate swap agreements to modify the repricing characteristics of certain
components of long-term debt. Those swap agreements are used to hedge approximately $1.0 billion of
fixed rate subordinated notes. Further information on interest rate swap agreements is provided in note 18
of Notes to Financial Statements. Junior subordinated debentures associated with trust preferred securities
that were included in average long-term borrowings were $1.1 billion, $716 million and $712 million in
2008, 2007 and 2006, respectively. During January 2008, M&T Capital Trust IV issued $350 million of
Enhanced Trust Preferred Securities bearing a fixed rate of interest of 8.50% and maturing in 2068. The
related junior subordinated debentures are included in long-term borrowings. Additional information
regarding junior subordinated debentures, as well as information regarding contractual maturities of
long-term borrowings, is provided in note 9 of Notes to Financial Statements. Also included in long-term
borrowings were agreements to repurchase securities, which averaged $1.6 billion during 2008 and 2007,
and $258 million during 2006. The agreements, which were entered into due to favorable rates available,
have various repurchase dates through 2017, however, the contractual maturities of the underlying
securities extend beyond such repurchase dates. Long-term borrowings also include $300 million of
senior notes issued by M&T in May 2007, which averaged $182 million during 2007. Those notes bear a
fixed rate of interest of 5.375% and mature in May 2012.

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 earning assets and the rate paid on interest-bearing
liabilities, was 3.01% in each of 2008 and 2007. The yield on earning assets during 2008 was 5.69%,

117 basis points lower than 6.86% in 2007, while the rate paid on interest-bearing liabilities also
decreased 117 basis points to 2.68% from 3.85% in 2007. The yield on the Company’s earning assets rose
15 basis points in 2007 from 6.71% in 2006, while the rate paid on interest-bearing liabilities in 2007 was
up 24 basis points from 3.61% in 2006. As a result, the Company’s net interest spread decreased from
3.10% in 2006 to 3.01% in 2007. During 2008, the Federal Reserve lowered its benchmark overnight
federal funds target rate seven times, representing decreases of 400 basis points for the year, such that, at
December 31, 2008 the Federal Reserve’s target rate for overnight federal funds was expressed as a range
from 0% to .25%. In the last four months of 2007, the Federal Reserve lowered its federal funds target
rate three times totaling 100 basis points. Contributing to the decline in net interest spread from 2006 to
2007 was the impact of funding the $300 million BLG investment in February 2007 as well as higher
rates paid on deposits and variable-rate borrowings that were only partially offset by higher yields on
loans and investment securities.
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Net interest-free funds consist largely of noninterest-bearing demand deposits and stockholders’
equity, partially offset by bank owned life insurance and non-earning assets, including goodwill, core
deposit and other intangible assets and, in 2007 and 2008, M&T’s investment in BLG. Net interest-free
funds averaged $8.1 billion in 2008, compared with $7.9 billion in 2007 and $8.2 billion in 2006.
Goodwill and core deposit and other intangible assets averaged $3.4 billion in 2008, $3.2 billion in 2007,
and $3.1 billion in 2006. The cash surrender value of bank owned life insurance averaged $1.2 billion in
2008 and $1.1 billion in each of 2007 and 2006. Increases in the cash surrender value of bank owned life
insurance are not included in interest income, but rather are recorded in “other revenues from
operations.” The contribution of net interest-free funds to net interest margin was .37% in 2008, .59% in
2007 and .60% in 2006. The decline in the contribution to net interest margin ascribed to net interest
free funds in 2008 as compared with 2007 resulted largely from the impact of significantly lower interest
rates on interest-bearing liabilities used to value such contribution. The impact on such contribution of
slightly higher rates on interest-bearing liabilities during 2007 as compared with 2006 was offset by the
effect of a lower balance of interest-free funds.

Reflecting the changes to the net interest spread and the contribution of interest-free funds as
described herein, the Company’s net interest margin was 3.38% in 2008, compared with 3.60% in 2007
and 3.70% in 2006. 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 income and net interest margin.

Management assesses the potential impact of future changes in interest rates and spreads by
projecting net interest income under several interest rate scenarios. In managing 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. Periodic settlement amounts arising from
these agreements are generally reflected in either the yields earned on assets or the rates paid on interest-
bearing liabilities. The notional amount of interest rate swap agreements entered into for interest rate
risk management purposes was $1.1 billion at December 31, 2008, all of which were designated as fair
value hedges of certain fixed rate time deposits and long-term borrowings. Under the terms of those
swap agreements, the Company received payments based on the outstanding notional amount of the
agreements at fixed rates and made payments at variable rates. The notional amount of interest rate swap
agreements entered into for interest rate risk management purposes was $2.3 billion at December 31,
2007, of which $842 million were designated as fair value hedges whereby the Company received
payments at fixed rates and made payments at variable rates. Under the terms of the remaining
$1.5 billion of swap agreements outstanding at the 2007 year-end and that were designated as cash flow
hedges, the Company paid a fixed rate of interest and received a variable rate. During the first quarter of
2008, those swap agreements were terminated by the Company, resulting in the realization of a loss of
$37 million. That loss is being amortized over the original hedge period as an adjustment to interest
expense associated with the previously hedged long-term borrowings.

In a fair value hedge, the fair value of the derivative (the interest rate swap agreement) and
changes in the fair value of the hedged item are recorded in the Company’s consolidated balance sheet
with the corresponding gain or loss recognized in current earnings. The difference between changes in
the fair value of the interest rate swap agreements and the hedged items represents hedge ineffectiveness
and is recorded in “other revenues from operations” in the Company’s consolidated statement of income.
In a cash flow hedge, unlike in a fair value hedge, the effective portion of the derivative’s gain or loss is
initially reported as a component of other comprehensive income and subsequently reclassified into
earnings when the forecasted transaction affects earnings. The ineffective portion of the gain or loss is
reported in “other revenues from operations” immediately. The amounts of hedge ineffectiveness
recognized in 2008, 2007 and 2006 were not material to the Company’s results of operations. The
estimated aggregate fair value of interest rate swap agreements designated as fair value hedges represented
gains of approximately $146 million at December 31, 2008 and $17 million at December 31, 2007. The
significant rise in fair value of those interest rate swap agreements resulted from sharply lower interest
rates at the 2008 year-end as compared with December 31, 2007. The fair values of such swap agreements
were substantially offset by changes in the fair values of the hedged items. The estimated fair values of
the interest rate swap agreements designated as cash flow hedges were losses of approximately $17 million



at December 31, 2007. Net of applicable income taxes, such losses were approximately $10 million and
were included in “accumulated other comprehensive income, net” in the Company’s consolidated balance
sheet. There were no swap agreements designated as cash flow hedges at December 31, 2008 or at
December 31, 2006. The changes in the fair values of the interest rate swap agreements and the hedged
items result from the effects of changing interest rates. Additional information about those swap
agreements and the items being hedged is included in note 18 of Notes to Financial Statements. The
average notional amounts of interest rate swap agreements entered into for interest rate risk management
purposes, the related effect on net interest income and margin, and the weighted-average interest rates
paid or received on those swap agreements are presented in table 9.

Table 9

INTEREST RATE SWAP AGREEMENTS

Year Ended December 31
2008 2007 2006
Amount Rate(a) Amount Rate(a) Amount Rate(a)

(Dollars in thousands)

Increase (decrease) in:

Interest income . ................. $ — —% $ — —% $ — —%
Interest expense . .. ............... (15,857) (.03) 2,556 .01 4,281 .01
Net interest income/margin . ........ $ 15,857 .03% $ (2,556) (.01)% $ (4,281) (.01)%
Average notional amount. ............ $1,269,017 $1,410,542 $774,268
Rate received(b). .. ................. 6.12% 5.66% 5.19%
Rate paid(b) ......... ... ... ... ... 4.87% 5.84% 5.74%

(a) Computed as a percentage of average earning assets or interest-bearing liabilities.
(b) Weighted-average rate paid or received on interest rate swap agreements in effect during year.

Provision for Credit Losses

The Company maintains an allowance for credit losses that in management’s judgment is adequate to
absorb losses inherent in the loan and lease portfolio. A provision for credit losses is recorded to adjust
the level of the allowance as deemed necessary by management. The provision for credit losses was

$412 million in 2008, up from $192 million in 2007 and $80 million in 2006. Net loan charge-offs
increased to $383 million in 2008 from $114 million and $68 million in 2007 and 2006, respectively. Net
loan charge-offs as a percentage of average loans outstanding were .78% in 2008, compared with .26% in
2007 and .16% in 2006. The significant increases in the provision for credit losses in 2007 and 2008
reflect a pronounced downturn in the residential real estate market that began in early-2007 and
continued throughout 2008, and the deteriorating state of the U.S. economy, which was in recession
during 2008. Declining real estate valuations and higher levels of delinquencies and charge-offs through-
out 2007 and 2008 significantly affected the quality of the Company’s residential real estate loan portfolio.
Specifically, the Company’s Alt-A residential real estate loan portfolio and its residential real estate builder
and developer loan portfolio experienced the majority of the credit problems related to the turmoil in
the residential real estate marketplace. In response to the deteriorating quality of the Alt-A portfolio, the
Company decided in 2007’s fourth quarter to accelerate the timing related to when residential real estate
loans are charged off. Beginning in that quarter, the Company began charging off the excess of residential
real estate loan balances over the net realizable value of the property collateralizing the loan when such
loans become past due 150 days, whereas previously the Company provided an allowance for credit losses
for those amounts and charged off those loans upon foreclosure of the underlying property. The change
in accounting procedure resulted in $15 million of additional charge-offs in 2007. A summary of the
Company’s loan charge-offs, provision and allowance for credit losses is presented in table 10.
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Table 10

LOAN CHARGE-OFFS, PROVISION AND ALLOWANCE FOR CREDIT LOSSES

2008 2007 2006 2005 2004
(Dollars in thousands)
Allowance for credit losses beginning balance ... $759,439  $649,948  $637,663  $626,864  $614,058
Charge-offs during year
Commercial, financial, agricultural, etc. .. ... 102,092 32,206 23,949 32,210 33,340
Real estate — construction. ... ............ 105,940 3,830 — — —
Real estate — mortgage ... ............... 73,485 23,552 6,406 4,708 10,829
CONSUMET .+ vttt et ittt i 139,138 86,710 65,251 70,699 74,856
Total charge-offs ..................... 420,655 146,298 95,606 107,617 119,025
Recoveries during year
Commercial, financial, agricultural, etc. ... .. 8,587 8,366 4,119 6,513 13,581
Real estate — construction. . .............. 369 — — — —
Real estate — mortgage . ... .............. 4,069 1,934 1,784 3,887 4,051
CONSUMET .+ v vttt it ittt i iie e 24,620 22,243 21,988 20,330 19,700
Total recoveries . ...............o.... 37,645 32,543 27,891 30,730 37,332
Net charge-offs . ....... .. ... ... ... ... 383,010 113,755 67,715 76,887 81,693
Provision for credit losses . . ................ 412,000 192,000 80,000 88,000 95,000
Allowance for credit losses acquired during the
YOAL. ittt — 32,668 — — —
Allowance related to loans sold or securitized . . . (525) (1,422) — (314) (501)
Allowance for credit losses ending balance. . . . .. $787,904  $759,439  $649,948  $637,663  $626,364
Net charge-offs as a percent of:
Provision for credit losses ................ 92.96% 59.25% 84.64% 87.37% 85.99%
Average loans and leases, net of unearned
discount . ... .78% .26% .16% 19% 22%
Allowance for credit losses as a percent of loans
and leases, net of unearned discount, at year-
end........ ... .. 1.61% 1.58% 1.51% 1.58% 1.63%

Nonaccrual loans aggregated $755 million or 1.54% of outstanding loans and leases at December 31,
2008, compared with $431 million or .90% at December 31, 2007 and $209 million or .49% at
December 31, 2006. Major factors contributing to the rise in nonaccrual loans from the 2007 year-end to
December 31, 2008 were a $124 million increase in loans to residential builders and developers and a
$75 million increase in residential real estate loans. The continuing turbulence in the residential real
estate marketplace has resulted in deteriorating real estate values and increased delinquencies, both for
loans to consumers and loans to builders and developers of residential real estate. The rise in nonaccrual
loans at December 31, 2007 from a year earlier was largely due to a $139 million increase in residential
real estate loans and an $83 million increase in loans to residential builders and developers. The increase
in nonaccrual residential real estate loans was the result of the residential real estate market turmoil and
its impact on the portfolio of Alt-A loans and reflected the change in accounting procedure in
December 2007 whereby residential real estate loans were classified as nonaccrual when principal or
interest became 90 days delinquent. Previously, residential real estate loans had been placed in nonaccrual
status when payments were 180 days past due. At December 31, 2007 the impact of the acceleration of
the classification of such loans as nonaccrual resulted in an increase in nonaccrual loans of $84 million



and a corresponding decrease in loans past due 90 days and accruing interest. The higher level of
nonaccrual builder and developer loans was largely due to deteriorating residential real estate values.
Accruing loans past due 90 days or more were $159 million or .33% of total loans and leases at
December 31, 2008, compared with $77 million or .16% at December 31, 2007 and $111 million or .26%
at December 31, 2006. Those loans included loans guaranteed by government-related entities of
$114 million, $73 million and $77 million at December 31, 2008, 2007 and 2006, respectively. Such
guaranteed loans included one-to-four family residential mortgage loans serviced by the Company that
were repurchased to reduce associated servicing costs, including a requirement to advance principal and
interest payments that had not been received from individual mortgagors. Despite the loans being
purchased by the Company, the insurance or guarantee by the applicable government-related entity
remains in force. The outstanding principal balances of the repurchased loans are fully guaranteed by
government-related entities and totaled $108 million at December 31, 2008, $67 million at December 31,
2007 and $65 million at December 31, 2006. Loans past due 90 days or more and accruing interest that
were guaranteed by government-related entities also included foreign commercial and industrial loans
supported by the Export-Import Bank of the United States that totaled $5 million at each of December 31,
2008 and 2007, compared with $11 million at December 31, 2006. A summary of nonperforming assets
and certain past due and renegotiated loan data and credit quality ratios is presented in table 11.

Table 11

NONPERFORMING ASSETS AND PAST DUE AND RENEGOTIATED LOAN DATA

December 31 2008 2007 2006 2005 2004
(Dollars in thousands)

Nonaccrual loans . .......... .. oo, .. $755,397  $431,282  $209,272  $141,067  $162,013
Real estate and other foreclosed assets......... 99,617 40,175 12,141 9,486 12,504
Total nonperforming assets . ................ $855,014  $471,457  $221,413  $150,553  $174,517
Accruing loans past due 90 days or more(a) .... $158,991 § 77,319  $111,307  $129,403  $154,590
Renegotiated loans . ...................... $ 91,575 $ 15884 § 14956 § 15,384 § 10,437
Government guaranteed loans included in totals

above:

Nonperforming loans . .................. $ 32,506 $ 19,125 $ 17,586 $ 13,845 $ 15,273

Accruing loans past due 90 days or more. . . . . 114,183 72,705 76,622 105,508 120,700
Nonaccrual loans to total loans and leases, net of

unearned discount. . . ....... ... ... ..., 1.54% .90% .49% .35% 42%

Nonperforming assets to total net loans and
leases and real estate and other foreclosed

ASSELS .. 1.74% .98% .52% 37% 45%
Accruing loans past due 90 days or more to total
loans and leases, net of unearned discount . . . .32% .16% .26% .32% 40%

(a) Predominately residential mortgage loans.

During 2008, the Company modified loans secured by residential real estate having outstanding
balances at December 31, 2008 of approximately $162 million. The modified loans were largely from the
Company’s portfolio of Alt-A loans. Of that total, $93 million of such loans were included in nonaccrual
loans at December 31, 2008. After a period of demonstrated performance, those loans may begin to
accrue interest in 2009. The remaining $69 million of modified residential real estate loans have
demonstrated payment capability consistent with the modified terms and were classified as renegotiated
loans, were current in their payments and were accruing interest at the 2008 year-end. Those modifica-
tions included such actions as the extension of loan maturity dates (generally from thirty to forty years)
and lowering of interest rates and monthly payments. The objective of the modifications was to increase
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loan repayments by customers and thereby reduce net charge-offs. In accordance with GAAP, the
modified loans are included in impaired loans for purposes of applying Statement of Financial Account-
ing Standards (“SFAS”) No. 114, “Accounting by Creditors for Impairment of a Loan,” as described in
notes 1 and 4 of Notes to Financial Statements.

Factors that influence the Company’s credit loss experience include overall economic conditions
affecting businesses and consumers, in general, and due to the size of the Company’s real estate loan
portfolios, real estate valuations, in particular. Although concerns exist about the factors and conditions
described herein, through December 31, 2008 the increases in nonaccrual loans and net charge-offs have
largely been centered in the Company’s portfolios of residential real estate loans, including first and
second lien Alt-A mortgage loans, and loans to developers and builders of residential real estate.
Commercial real estate valuations can be highly subjective, as they are based upon many assumptions.
Such valuations can be significantly affected over relatively short periods of time by changes in business
climate, economic conditions, interest rates, and, in many cases, the results of operations of businesses
and other occupants of the real property. Similarly, residential real estate valuations, including valuations
of residential real estate development or construction projects, can be impacted by housing trends, the
availability of financing at reasonable interest rates, and general economic conditions affecting
consumers.

Net charge-offs of commercial loans and leases totaled $94 million in 2008, $24 million in 2007
and $20 million in 2006. The rise in such charge-offs from 2007 to 2008 was largely due to charge-offs of
loans to a consumer debt collections company, loans to two customers in the publishing business, and
three loans to automobile dealers. Nonaccrual commercial loans and leases were $114 million at
December 31, 2008 and $79 million at each of December 31, 2007 and 2006. The increase from the
2007 year-end to December 31, 2008 reflects the net addition of relationships with automobile dealers
totaling $12 million. Reflecting the granularity of the Company’s commercial loan and lease portfolio,
there were only three loans classified as nonaccrual in the portfolio that exceeded $5 million. As
compared with 2006, the addition of a number of smaller credits (less than $5 million) to the nonaccrual
loan category during 2007 was largely offset by a $27 million net decline in nonaccrual loans to
automobile dealers, predominantly due to payments received. Continued slowing of automobile sales over
the last three years has resulted in a difficult operating environment for certain automobile dealers,
leading to deteriorating financial results.

Net charge-offs of commercial real estate loans during 2008, 2007 and 2006 were $112 million,
$6 million and $1 million, respectively. Reflected in 2008’s charge-offs were $100 million of loans to
residential real estate builders and developers, compared with $4 million in 2007. Commercial real estate
loans classified as nonaccrual totaled $319 million at December 31, 2008, compared with $118 million at
December 31, 2007 and $57 million at December 31, 2006. The rise in such loans during 2008 was largely
the result of an increase of $124 million in loans to residential homebuilders and developers, reflecting
the impact of the deterioration of the residential real estate market, including declining real estate values.
The increase from the end of 2006 to the 2007 year-end was largely due to the addition of $83 million of
loans to residential homebuilders and developers. At December 31, 2008 and 2007, loans to residential
homebuilders and developers classified as nonaccrual aggregated $209 million and $85 million, respec-
tively. Information about the location of nonaccrual and charged-off loans to residential real estate
builders and developers as of and for the year ended December 31, 2008 is presented in table 12.



Table 12
RESIDENTIAL BUILDER AND DEVELOPER LOANS, NET OF UNEARNED DISCOUNT

Year Ended
December 31, 2008 December 31, 2008
Nonaccrual Net Charge-offs
Percent of Percent of Average
Outstanding Outstanding Outstanding
Balances(a) Balances Balances Balances Balances
(Dollars in thousands)
New York. . .......... ..., $ 675,039 $ 1,413 0.21% $ 1,254 0.18%
Pennsylvania . .................... 251,484 7,291 2.90 901 0.36
Mid-Atlantic . ........ .. ... .. ..... 694,317 158,877 22.88 81,081 10.07
Other. . ...... ... 292,464 41,788 14.29 16,348 4.95
Total ....... . $1,913,304 $209,369 10.94% $99,584 4.80%

(a) Includes approximately $.2 billion of loans either not secured by real estate or permanent loans to investors of
apartments/multifamily properties.

Residential real estate loans charged off, net of recoveries, were $63 million in 2008, $19 million in 2007
and $4 million in 2006. Nonaccrual residential real estate loans at the end of 2008 totaled $256 million,
compared with $181 million and $42 million at December 31, 2007 and 2006, respectively. Declining real estate
values and higher levels of delinquencies have contributed to the rise in residential real estate loans classified as
nonaccrual during 2007 and 2008 and to the level of charge-offs, largely in the Company’s Alt-A portfolio. In
addition, as already noted, the significant increase in such loans from December 31, 2006 to the 2007 year-end
includes the effect of the change in accounting procedure for nonaccrual residential real estate loans. Included
in residential real estate loan net charge-offs and nonaccrual loans were net charge-offs of Alt-A loans in 2008
of $44 million, while nonaccrual Alt-A loans aggregated $125 million at the 2008 year-end. As already noted,
loans secured by residential real estate having outstanding balances of $162 million (including $12 million of
junior lien home equity loans classified as consumer loans) at December 31, 2008, largely comprised of Alt-A
loans, were modified during 2008 to assist borrowers. Of those loans, $93 million were in nonaccrual status at
the 2008 year-end. Net charge-offs of Alt-A loans in 2007 were $12 million and nonaccrual Alt-A loans at
December 31, 2007 totaled $90 million. Net charge-offs of Alt-A loans in 2006 were insignificant and nonaccrual
Alt-A loans at December 31, 2006 were $19 million. Residential real estate loans past due 90 days or more and
accruing interest totaled $108 million, $66 million and $92 million at December 31, 2008, 2007 and 2006,
respectively. A substantial portion of such amounts related to guaranteed loans repurchased from government-
related entities. Information about the location of nonaccrual and charged-off residential real estate loans as of
and for the year ended December 31, 2008 is presented in table 13.

Net charge-offs of consumer loans during 2008 were $114 million, representing 1.03% of average
consumer loans and leases outstanding, compared with $65 million or .63% in 2007 and $43 million or
43% in 2006. Automobile loans represented the most significant category of consumer loan charge-offs
during the past three years. Net charge-offs of automobile loans were $51 million during 2008, $28 million
during 2007 and $24 million during 2006. Consumer loan charge-offs also include recreational vehicle
loans of $21 million, $11 million and $9 million during 2008, 2007 and 2006, respectively, and home
equity loans and lines of credit secured by one-to-four family residential properties of $31 million during
2008, $16 million during 2007 and $2 million during 2006. The increases in charge-offs of home equity
loans and lines of credit in 2007 and 2008 reflect higher Alt-A charge-offs. Nonaccrual consumer loans
were $66 million at December 31, 2008, representing .60% of outstanding consumer loans, compared
with $53 million or .47% at December 31, 2007, and $31 million or .31% at December 31, 2006. The
Company experienced a decline in delinquencies in the consumer loan portfolio during 2008, as
compared with the preceding two years. At the 2008, 2007 and 2006 year-ends, consumer loans and leases
delinquent 30-90 days totaled $118 million, $155 million and $122 million, respectively, or 1.07%, 1.38%
and 1.23% of outstanding consumer loans. Consumer loans past due 90 days or more and accruing
interest totaled $1 million at each of December 31, 2008 and December 31, 2007, and $3 million at
December 31, 2006. Information about the location of nonaccrual and charged-off home equity loans
and lines of credit as of and for the year ended December 31, 2008 is presented in table 13.
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Table 13

SELECTED RESIDENTIAL REAL ESTATE-RELATED LOAN DATA

Residential mortgages
NewYork .. ........ ... .. ... ... ...
Pennsylvania . .. ......... .. ... . . ..
Mid-Atlantic . .. ......... ...

Residential construction loans
New York . .o oot e
Pennsylvania . .. ...... .. ... ..
Mid-Atlantic . . . . ... .

Alt-A first mortgages
NewYork .. ....... ... ... ... ... ... ...
Pennsylvania . .. ........ .. ... . ... ...
Mid-Atlantic . ... ... ... . L

Alt-A junior lien
New York . ...
Pennsylvania . .. ......... .. ... e
Mid-Atlantic . .. ... ...

First lien home equity loans
New York . . . oo
Pennsylvania . .. ....... . ... ..
Mid-Atlantic . . .. ... e

First lien home equity lines
New York .. ......... .. .. ... ... ...
Pennsylvania . .. ........ ... ... . .. ...
Mid-Atlantic . .. ......... ... ...

Junior lien home equity loans
New York . . ..o
Pennsylvania . . ...... ... ... . .. ..
Mid-Atlantic . ... ... ...

Junior lien home equity lines
New YOrK . ..o v e
Pennsylvania . .. ......... .. ... . ... ...
Mid-Atlantic . . . .. .. . e

December 31, 2008

Year Ended
December 31, 2008

Nonaccrual Net Charge-offs
Percent of
Percent of Average
Outstanding Outstanding Outstanding
Balances Balances Balances Balances Balances
(Dollars in thousands)
$1,557,223  $ 25,625 1.65% $ 1,607 0.09%
495,243 9,599 1.94 1,148 0.21
710,295 19,401 2.73 3,381 0.45
975,888 37,636 ﬁ ﬂ ﬂ
$3,738,649 $ 92,261 2.47% $13,209 0.32%
$ 36,707 $ 1,915 5.22% $ 176 0.34%
29,348 10,215 34.81 277 0.66
18,377 1,448 7.88 139 0.50
148,827 25,671 % ﬂ ﬂ
$ 233,259  $ 39,249 16.83% $ 5,987 1.76%
$ 126,769 $ 10,433 8.23% $ 1,336 0.99%
35,124 2,779 7.91 624 1.68
162,300 17,807 10.97 5,454 3.12
608,323 94,137 ﬂ 36,329 5_35
$ 932,516  $125,156 13.42% $43,743 4.26%
$ 4,705 $ 399 8.48% $ 952 17.56%
1,376 92 6.69 40 2.78
7,055 890 12.62 1,980 23.74
28,514 4,152 14.56 11,495 33.62
$ 41,650 $ 5,533 13.28% $14,467 29.29%
$ 62,176 $ 88 0.14% $ 56 0.08%
337,681 1,838 0.54 259 0.07
101,129 214 0.21 26 0.02
2,405 248 10.31 — —
$ 503,391 $ 2,388 0.47% $ 341 0.06%
$ 603,056 $ 1,574 0.26% $ 1,064 0.19%
409,971 734 0.18 123 0.03
282,423 — — 10
8,888 195 2.19 — —
$1,304,338 $ 2,503 0.19% $ 1,197 0.10%
$ 165,741 $ 586 0.35% $ 379 0.20%
172,799 1,161 0.67 206 0.11
84,236 403 0.48 877 0.94
7,197 44 0.61 301 3.56
$ 429973 $§ 2,194 0.51% $ 1,763 0.37%
$1,828,457 $ 8,797 0.48% $ 7,670 0.43%
580,509 2,088 0.36 409 0.07
934,460 4,441 0.48 3,339 0.38
71,804 885 1.23 1,933 2.74
$3,415,230 $ 16,211 0.47% $13,351 0.41%




Management regularly assesses the adequacy of the allowance for credit losses by performing
ongoing evaluations of the loan and lease portfolio, including such factors as the differing economic risks
associated with each loan category, the financial condition of specific borrowers, the economic environ-
ment in which borrowers operate, the level of delinquent loans, the value of any collateral and, where
applicable, the existence of any guarantees or indemnifications. Management evaluated the impact of
changes in interest rates and overall economic conditions on the ability of borrowers to meet repayment
obligations when quantifying the Company’s exposure to credit losses and assessing the adequacy of the
Company’s allowance for such losses as of each reporting date. Factors also considered by management
when performing its assessment, in addition to general economic conditions and the other factors
described above, included, but were not limited to: (i) the impact of declining residential real estate
values in the Company’s portfolio of loans to residential real estate builders and developers; (ii) the
repayment performance associated with the Company’s portfolio of Alt-A residential mortgage loans;

(iii) the concentration of commercial real estate loans in the Company’s loan portfolio, particularly the
large concentration of loans secured by properties in New York State, in general, and in the New York
City metropolitan area, in particular; (iv) the amount of commercial and industrial loans to businesses in
areas of New York State outside of the New York City metropolitan area and in central Pennsylvania that
have historically experienced less economic growth and vitality than the vast majority of other regions of
the country; and (v) the size of the Company’s portfolio of loans to individual consumers, which
historically have experienced higher net charge-offs as a percentage of loans outstanding than other loan
types. The level of the allowance is adjusted based on the results of management’s analysis.

Management cautiously and conservatively evaluated the allowance for credit losses as of
December 31, 2008 in light of (i) the declining residential real estate values and emergence of higher
levels of delinquencies of residential real estate loans; (ii) the declining pace of economic growth in many
of the markets served by the Company; (iii) continuing weakness in industrial employment in upstate
New York and central Pennsylvania; (iv) the significant subjectivity involved in commercial real estate
valuations for properties located in areas with stagnant or low growth economies; and (v) the amount of
loan growth experienced by the Company. Throughout 2008, there had been considerable concerns about
the deepening economic downturn in both national and international markets; the level and volatility of
energy prices; a weakened housing market; the troubled state of financial and credit markets; Federal
Reserve positioning of monetary policy; rising private sector layoffs and unemployment, which caused
consumer spending to slow; the underlying impact on businesses’ operations and abilities to repay loans
as consumer spending slowed; continued stagnant population growth in the upstate New York and
central Pennsylvania regions; and continued slowing of automobile sales. Late in 2008 the U.S economy
was identified as having been in recession since the fourth quarter of 2007. However, given that
approximately 70% of the Company’s loans are to customers in New York State and Pennsylvania,
including a large portion to customers in the traditionally slower growth or stagnant regions of upstate
New York and central Pennsylvania, the impact of deteriorating national market conditions was not as
pronounced on borrowers in these regions as compared with other areas of the country. Home prices in
upstate New York and central Pennsylvania increased in 2008, in sharp contrast to steep declines in values
in other regions of the country. Therefore, despite the conditions, as previously described, the most severe
credit issues experienced by the Company through 2008 were centered around residential real estate,
including loans to developers and builders of residential real estate in areas other than New York State
and Pennsylvania. In response, throughout 2008 the Company conducted detailed reviews of all loans to
residential real estate builders and developers that exceeded $2.5 million. Those credit reviews were
updated throughout the year and resulted in adjustments to loan grades and, if appropriate, commence-
ment of intensified collection efforts, including foreclosure. With regard to residential real estate loans,
with special emphasis on the portfolio of Alt-A mortgage loans, the Company expanded its collections
and loan work-out staff and further refined its loss identification and estimation techniques by reference
to loan performance and house price depreciation data in specific areas of the country where collateral
that was securing the Company’s residential real estate loans was located.

In ascertaining the adequacy of the allowance for credit losses, the Company estimates losses
attributable to specific troubled credits identified through both normal and detailed or intensified credit
review processes and also estimates losses inherent in other loans and leases. In quantifying incurred
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losses, the Company considers the factors and uses the techniques described herein. For purposes of
determining the level of the allowance for credit losses, the Company segments its loan and lease
portfolio by loan type. The amount of specific loss components in the Company’s loan and lease
portfolios is determined through a loan by loan analysis of commercial and commercial real estate loans
greater than $350,000 which are in nonaccrual status. Measurement of the specific loss components is
typically based on expected future cash flows, collateral values and other factors that may impact the
borrower’s ability to pay. Impaired loans, as defined in SFAS No. 114, are evaluated for specific loss
components. Except for consumer loans and leases and residential real estate loans that are considered
smaller balance homogeneous loans and are evaluated collectively, the Company considers a loan to be
impaired for purposes of applying SFAS No. 114 when, based on current information and events, it is
probable that the Company will be unable to collect all amounts according to the contractual terms of
the loan agreement or the loan is delinquent 90 days or more. Nevertheless, modified loans, including
smaller balance homogenous loans, that are considered to be troubled debt restructurings are evaluated
for impairment giving consideration to the impact of the modified loan terms on the present value of
the loan’s cash flows. Loans less than 90 days delinquent are deemed to have a minimal delay in payment
and are generally not considered to be impaired for purposes of applying SFAS No. 114.

The inherent base level loss components are generally determined by applying loss factors to
specific loan balances based on loan type and management’s classification of such loans under the
Company’s loan grading system. The Company utilizes an extensive loan grading system which is applied
to all commercial and commercial real estate credits. Loan officers are responsible for continually
assigning grades to these loans based on standards outlined in the Company’s Credit Policy. Internal loan
grades are also extensively monitored by the Company’s loan review department to ensure consistency
and strict adherence to the prescribed standards.

Loan balances utilized in the inherent base level loss component computations exclude loans and
leases for which specific allocations are maintained. Loan grades are assigned loss component factors that
reflect the Company’s loss estimate for each group of loans and leases. Factors considered in assigning
loan grades and loss component factors include borrower-specific information related to expected future
cash flows and operating results, collateral values, financial condition, payment status, and other
information; levels of and trends in portfolio charge-offs and recoveries; levels of and trends in portfolio
delinquencies and impaired loans; changes in the risk profile of specific portfolios; trends in volume and
terms of loans; effects of changes in credit concentrations; and observed trends and practices in the
banking industry.

To better classify inherent losses by specific loan categories, beginning in 2006 amounts previously
included in the inherent unallocated portion of the allowance for such things as customer, industry and
geographic concentrations as well as for certain national and local economic conditions have been
included in the inherent base level loss component. As a result, probable losses resulting from (i) compar-
atively poorer economic conditions and an unfavorable business climate in many market regions served
by the Company, specifically upstate New York and central Pennsylvania, that resulted in such regions
experiencing significantly poorer economic growth and vitality as compared with much of the rest of the
country; (ii) portfolio concentrations regarding loan type, collateral type and geographic location, in
particular the large concentration of commercial real estate loans secured by properties in the New York
City metropolitan area and other areas of New York State; and (iii) additional risk associated with the
Company’s portfolio of consumer loans, in particular automobile loans and leases, which generally have
higher rates of loss than other types of collateralized loans, have been included in the inherent base level
loss components at the last three year-ends.

In evaluating collateral, the Company relies extensively on internally and externally prepared
valuations. In 2008, valuations of residential real estate, which are usually based on sales of comparable
properties, declined significantly in many regions across the United States. Commercial real estate
valuations also refer to sales of comparable properties but oftentimes are based on calculations that
utilize many assumptions and, as a result, can be highly subjective. Specifically, 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. Additionally, management is aware that there is oftentimes a delay



in the recognition of credit quality changes in loans in assigned loan grades due to time delays in the
manifestation and reporting of underlying events that impact credit quality and, accordingly, loss
estimates derived from the inherent base level loss component computation are adjusted for current
national and local economic conditions and trends. Economic indicators in the most significant market
regions served by the Company were mixed during 2008, but were indicative of a slowing economy as
compared with 2007. Private sector employment in the upstate New York market declined by 0.4% in
2008, slightly less than the national average decline of 0.5%. This was compared with growth in 2007 in
upstate New York of 0.5%, compared with the national average, which grew 1.3%. Employment growth
in areas of Pennsylvania served by the Company was flat in 2008, while growth in the Maryland and
Greater Washington D.C. regions exceeded the national average. During 2007, job growth in the
Company’s Pennsylvania markets and in Maryland matched the national average, while the Greater
Washington D.C. region exceeded the national average. Job growth in New York City (0.6%) was higher
than the national average in 2008 and 2007. However, significant layoffs in the financial services sector in
the final quarter of 2008 are expected to weigh heavily on New York City economic growth in 2009.
Nevertheless, despite the statistical job growth noted, at the end of 2008 there were significant concerns
about the impact on the national economy resulting from the possibility of an extended national
economic recession, rising unemployment, real estate valuations, high levels of consumer indebtedness,
weak automobile sales and volatile energy prices. Those factors are expected to have a significant impact
on the national economy in 2009.

The specific loss components and the inherent base level loss components together comprise the
total base level or “allocated” allowance for credit losses. Such allocated portion of the allowance
represents management’s assessment of losses existing in specific larger balance loans that are reviewed in
detail by management and pools of other loans that are not individually analyzed. In addition, the
Company has always provided an inherent unallocated portion of the allowance that is intended to
recognize probable losses that are not otherwise identifiable. The inherent unallocated allowance includes
management’s subjective determination of amounts necessary for such things as: (i) the effect of
expansion into new markets, including market areas entered through acquisitions, for which the
Company does not have the same degree of familiarity and experience regarding portfolio performance in
changing market conditions; (ii) the introduction of new loan and lease product types, including loans
and leases to foreign and domestic borrowers obtained through acquisitions; (iii) the possible use of
imprecise estimates in determining the allocated portion of the allowance; and (iv) other additional risks
associated with the Company’s loan portfolio, which may not be specifically allocable.

A comparative allocation of the allowance for credit losses for each of the past five year-ends is
presented in table 14. Amounts were allocated to specific loan categories based on information available
to management at the time of each year-end assessment and using the methodology described herein.
Variations in the allocation of the allowance by loan category as a percentage of those loans reflect
changes in management’s estimate of specific loss components and inherent base level loss components,
including the impact of the increased delinquencies and nonaccrual loans that are secured by residential
real estate in 2008 and 2007. As described in note 4 of Notes to Financial Statements, loans considered
impaired pursuant to the requirements of SFAS No. 114 were $617 million at December 31, 2008 and
$225 million at December 31, 2007. The allocated portion of the allowance for credit losses related to
impaired loans totaled $124 million at December 31, 2008 and $55 million at December 31, 2007. The
unallocated portion of the allowance for credit losses was equal to .15% and .19% of gross loans
outstanding at December 31, 2008 and 2007, respectively. The slight decline in the unallocated portion
reflects management’s continued refinement of its loss estimation techniques, which has increased the
precision of its calculation of the allocated portion of the allowance for credit losses. However, given the
inherent imprecision in the many estimates used in the determination of the allocated portion of the
allowance, management deliberately remained cautious and conservative in establishing the overall
allowance for credit losses. Given the Company’s high concentration of real estate loans and considering
the other factors already discussed herein, management considers the allocated and unallocated portions
of the allowance for credit losses to be prudent and reasonable. Nevertheless, the Company’s allowance is
general in nature and is available to absorb losses from any loan or lease category.
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Table 14

ALLOCATION OF THE ALLOWANCE FOR CREDIT LOSSES TO LOAN CATEGORIES

December 31 2008 2007 2006 2005 2004
(Dollars in thousands)
Commercial, financial, agricultural, etc ... ..... $231,993  $216,833  $212,945  $136,852  $147,550
Realestate. .. ....... ..., 340,588 283,127 221,747 161,003 166,910
CONSUMET . & v v vttt et et e e e e e e e 140,571 167,984 124,675 133,541 148,591
Unallocated. . ....... ... ... . ... 74,752 91,495 90,581 206,267 163,813
Total ... ..o $787,904  $759,439  $649,948  $637,663  $626,864

As a Percentage of Gross Loans
and Leases Outstanding

Commercial, financial, agricultural, etc. ....... 1.59% 1.62% 1.79% 1.23% 1.45%
Realestate. .. ....... ... 1.43 1.20 1.04 .85 .96
CONSUIMET . « v v vttt it ettt et et et ie e 1.28 1.49 1.26 1.27 1.33

Management believes that the allowance for credit losses at December 31, 2008 was adequate to
absorb credit losses inherent in the portfolio as of that date. The allowance for credit losses was
$788 million or 1.61% of total loans and leases at December 31, 2008, compared with $759 million or
1.58% at December 31, 2007 and $650 million or 1.51% at December 31, 2006. The level of the allowance
reflects management’s evaluation of the loan portfolio using the methodology and considering the factors
as described herein, including the impact of lower residential real estate values, largely in areas other than
New York State and central Pennsylvania, and higher levels of delinquencies and charge-offs in the
Company’s portfolio of residential real estate loans, lower residential real estate valuations related to loans
to residential builders and developers, and the Company’s loan charge-off policies. Should the various
credit factors considered by management in establishing the allowance for credit losses change and should
management’s assessment of losses inherent in the loan portfolios also change, the level of the allowance
as a percentage of loans could increase or decrease in future periods. The ratio of the allowance to
nonaccrual loans at the end of 2008, 2007 and 2006 was 104%, 176% and 311%, respectively. Given the
Company’s position as a secured lender and its practice of charging off loan balances when collection is
deemed doubtful, that ratio and changes in that ratio are generally not an indicative measure of the
adequacy of the Company’s allowance for credit losses, nor does management rely upon that ratio in
assessing the adequacy of the allowance. The level of the allowance reflects management’s evaluation of
the loan and lease portfolio as of each respective date.

In establishing the allowance for credit losses, management follows the methodology described
herein, including taking a conservative view of borrowers’ abilities to repay loans. The establishment of
the allowance is extremely subjective and requires management to make many judgments about borrower,
industry, regional and national economic health and performance. In order to present examples of the
possible impact on the allowance from certain changes in credit quality factors, the Company assumed
the following scenarios for possible deterioration of credit quality:

+ For consumer loans and leases considered smaller balance homogenous loans and evaluated
collectively, a 20 basis point increase in loss factors;

+ For residential real estate loans and home equity loans and lines of credit, also considered smaller
balance homogenous loans and evaluated collectively, a 20% increase in estimated inherent
losses; and

» For commercial loans and commercial real estate loans, which are not similar in nature, a
migration of loans to lower-ranked risk grades resulting in a 30% increase in the balance of
classified credits in each risk grade.



For possible improvement in credit quality factors, the scenarios assumed were:

+ For consumer loans and leases, a 10 basis point decrease in loss factors;

+ For residential real estate loans and home equity loans and lines of credit, a 5% decrease in
estimated inherent losses; and

+ For commercial loans and commercial real estate loans, a migration of loans to higher-ranked risk
grades resulting in a 5% decrease in the balance of classified credits in each risk grade.

The scenario analyses resulted in an additional $89 million that could be identifiable under the
assumptions for credit deterioration, whereas under the assumptions for credit improvement a $20 million
reduction could occur. These examples are only a few of numerous reasonably possible scenarios that
could be utilized in assessing the sensitivity of the allowance for credit losses based on changes in
assumptions and other factors.

Investor-owned commercial real estate loans secured by retail properties in the New York City
metropolitan area represented 4% of loans outstanding at December 31, 2008. The Company had no
concentrations of credit extended to any specific industry that exceeded 10% of total loans at
December 31, 2008. Outstanding loans to foreign borrowers were $91 million at December 31, 2008, or
.19% of total loans and leases.

Real estate and other foreclosed assets increased to $100 million at December 31, 2008 from
$40 million at December 31, 2007 and $12 million at December 31, 2006. The increase from the prior
year-ends to December 31, 2008 resulted from higher residential real estate loan defaults and additions
from residential real estate development projects. At December 31, 2008, the Company’s holding of
residential real estate-related properties comprised 84% of foreclosed assets.

Other Income

Other income increased 1% to $939 million in 2008 from $933 million in 2007. Reflected in those
amounts were losses from bank investment securities in 2008 and 2007 of $148 million and $126 million,
respectively, due in large part to other-than-temporary impairment charges related to certain of the
Company’s collateralized debt obligations, collateralized mortgage obligations and preferred stock hold-
ings of Fannie Mae and Freddie Mac, all held in the available-for-sale investment securities portfolio.
Excluding the impact of those securities losses, noninterest income was $1.09 billion in 2008, 3% higher
than $1.06 billion in 2007. That rise was largely due to higher mortgage banking revenues and fees for
providing deposit account, trust, brokerage and credit-related services, partially offset by a $46 million
decline in M&T’s pro-rata share of the operating results of BLG and lower trading account and foreign
exchange gains.

Other income in 2007 was 11% below the $1.05 billion earned in 2006. As discussed above,
reflected in other income in 2007 were losses from bank investment securities of $126 million, compared
with gains of $3 million in 2006. Excluding the impact of securities gains or losses, other income of
$1.06 billion in 2007 was 2% higher than $1.04 billion in 2006. Higher service charges on deposit
accounts, trust income, and trading account and foreign exchange gains, and $9 million related to M&T’s
pro-rata portion of the operating results of BLG, were largely offset by a $31 million decline in mortgage
banking revenues and a $13 million gain in 2006 from the accelerated recognition of a purchase
accounting premium related to the call of a $200 million borrowing from the FHLB of Atlanta.

Mortgage banking revenues were $156 million in 2008, $112 million in 2007 and $143 million in
2006. Mortgage banking revenues are comprised of both residential and commercial mortgage banking
activities. The Company’s involvement in commercial mortgage banking activities includes the origina-
tion, sales and servicing of loans under the multifamily mortgage loan programs of Fannie Mae,

Freddie Mac and the U.S. Department of Housing and Urban Development.

Residential mortgage banking revenues, consisting of realized gains from sales of residential
mortgage loans and loan servicing rights, unrealized gains and losses on residential mortgage loans held
for sale and related commitments, residential mortgage loan servicing fees, and other residential mortgage
loan-related fees and income, were $117 million in 2008, $86 million in 2007 and $114 million in 2006.
The lower revenues in 2007 reflect the previously described $18 million of Alt-A-related losses in that
year’s first quarter and the impact of lower gains on residential mortgage loans and loan servicing rights
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due to slimmer margins realized by the Company resulting from changes in market conditions during
that year.

Residential mortgage loans originated for sale to other investors totaled approximately $4.4 billion
in 2008, compared with $5.6 billion in 2007 and $6.4 billion in 2006. Residential mortgage loans sold to
investors totaled $4.4 billion in 2008, $5.3 billion in 2007 and $5.0 billion in 2006. Realized gains from
sales of residential mortgage loans and loan servicing rights and recognized net unrealized gains or losses
attributable to residential mortgage loans held for sale, commitments to originate loans for sale and
commitments to sell loans totaled $31 million in 2008, compared with $3 million in 2007 and $41 million
in 2006. Reflected in the 2008 gains were approximately $7 million of revenues related to the January 1,
2008 adoption of SEC Staff Accounting Bulletin (“SAB”) No. 109 for written loan commitments issued
or modified after January 1, 2008. In November 2007, the SEC issued SAB No. 109, which reversed
previous conclusions expressed by the SEC staff regarding written loan commitments that are accounted
for at fair value through earnings. Specifically, the SEC staff now believes that the expected net future
cash flows related to the associated servicing of the loan should be included in the fair value
measurement of the derivative loan commitment. In accordance with SAB No. 105, “Application of
Accounting Principles to Loan Commitments,” the Company had not included such amounts in the value
of loan commitments accounted for as derivatives in 2007 or 2006. As previously described, reflected in
the 2007 gains were $18 million of losses related to Alt-A residential mortgage loans that were recognized
during the first quarter of 2007.

Revenues from servicing residential mortgage loans for others rose to $81 million in 2008 from
$73 million in 2007 and $66 million in 2006. Included in such servicing revenues were amounts related
to purchased servicing rights associated with small balance commercial mortgage loans totaling
$29 million, $21 million and $14 million in 2008, 2007 and 2006, respectively. Residential mortgage loans
serviced for others aggregated $21.3 billion at December 31, 2008, $19.4 billion a year earlier and
$16.7 billion at December 31, 2006, including the small balance commercial mortgage loans noted above
of approximately $5.9 billion, $4.9 billion and $3.3 billion at December 31, 2008, 2007 and 2006,
respectively. Capitalized residential mortgage loan servicing assets, net of a valuation allowance for
possible impairment, totaled $143 million at December 31, 2008, compared with $170 million and
$153 million at December 31, 2007 and 2006, respectively. The valuation allowance for possible
impairment of capitalized residential mortgage servicing assets totaled $22 million, $6 million and
$10 million at the 2008, 2007 and 2006 year-ends, respectively. Included in capitalized residential
mortgage servicing assets were purchased servicing rights associated with the small balance commercial
mortgage loans noted above of $58 million, $57 million and $36 million at December 31, 2008, 2007 and
2006, respectively. Servicing rights for the small balance commercial mortgage loans were purchased from
BLG or its affiliates. In addition, at December 31, 2008 capitalized servicing rights included $28 million
of servicing rights for $4.6 billion of residential real estate loans that were purchased from affiliates of
BLG. Additional information about the Company’s relationship with BLG and its affiliates is provided in
note 25 of Notes to Financial Statements. Additional information about the Company’s capitalized
residential mortgage loan servicing assets, including information about the calculation of estimated fair
value, is presented in note 7 of Notes to Financial Statements.

Commitments to sell residential mortgage loans and commitments to originate residential
mortgage loans for sale at pre-determined rates were $898 million and $871 million, respectively, at
December 31, 2008, $772 million and $492 million, respectively, at December 31, 2007 and $1.8 billion
and $680 million, respectively, at December 31, 2006. Net unrealized gains on hedged residential
mortgage loans held for sale, commitments to sell loans, and commitments to originate loans for sale
were $6 million and $4 million at December 31, 2008 and 2006, respectively, compared with net
unrealized losses of $7 million at December 31, 2007. Changes in such net unrealized gains and losses are
recorded in mortgage banking revenues and resulted in net increases in revenue of $13 million and
$2 million in 2008 and 2006, respectively, and a net decrease in revenue of $23 million (including
$12 million to record the Alt-A mortgage loans transferred from held for sale to held for investment at
the lower of cost or market value) in 2007.

Commercial mortgage banking revenues totaled $39 million in 2008, $26 million in 2007 and
$29 million in 2006. Revenues from loan origination and sales activities were $27 million in 2008,



compared with $13 million in 2007 and $15 million in 2006. The increased revenues in 2008 reflect
higher loan origination volumes. Commercial mortgage loans originated for sale to other investors
totaled approximately $1.4 billion in 2008, compared with $1.1 billion and $1.2 billion in 2007 and 2006,
respectively. Loan servicing revenues totaled $12 million in 2008, $13 million in 2007 and $14 million in
2006. Capitalized commercial mortgage loan servicing assets aggregated $26 million at December 31,
2008, $20 million at December 31, 2007 and $21 million at December 31, 2006. Commercial mortgage
loans serviced for other investors totaled $6.4 billion, $5.3 billion and $4.9 billion at December 31, 2008,
2007 and 2006, respectively, and included $1.2 billion, $1.0 billion and $939 million, respectively, of loan
balances for which investors had recourse to the Company if such balances are ultimately uncollectible.
Commitments to sell commercial mortgage loans and commitments to originate commercial mortgage
loans for sale were $408 million and $252 million, respectively, at December 31, 2008, $176 million and
$97 million, respectively, at December 31, 2007 and $115 million and $66 million, respectively, at
December 31, 2006. Commercial mortgage loans held for sale totaled $156 million, $79 million and

$49 million at December 31, 2008, 2007 and 2006, respectively.

Service charges on deposit accounts rose 5% to $431 million in 2008 from $409 million in 2007.
Deposit account service charges in 2006 were $381 million. The higher level of service charges on deposit
accounts in 2008 as compared with 2007 was largely due to increases in service charges on commercial
accounts and consumer debit card fees due to higher transaction volumes. The higher level of such
revenues in 2007 as compared with 2006 was largely due to consumer service charges related to overdraft
fees and higher debit card transaction volumes.

Trust income includes fees for trust and custody services provided to personal, corporate and
institutional customers, and investment management and advisory fees that are often based on a
percentage of the market value of assets under management. Trust income rose 2% to $156 million in
2008 from $153 million in 2007, due in part to the impact of higher balances in proprietary money-
market mutual funds. Trust income totaled $141 million in 2006. Higher balances in proprietary
money-market mutual funds and higher revenues from providing personal trust and investment manage-
ment services contributed to the rise in revenues from 2006 to 2007. Total trust assets, which include
assets under management and assets under administration, aggregated $111.0 billion at December 31,
2008, compared with $146.1 billion at December 31, 2007. The decrease in total trust assets was due, in
part, to declines in the market values of such assets. Trust assets under management were $12.8 billion
and $15.5 billion at December 31, 2008 and 2007, respectively. The Company’s proprietary mutual funds,
the MTB Group of Funds, had assets of $11.5 billion and $10.5 billion at December 31, 2008 and 2007,
respectively.

Brokerage services income, which includes revenues from the sale of mutual funds and annuities
and securities brokerage fees, aggregated $64 million in 2008 and $60 million in each of 2007 and 2006.
The improvement from 2007 to 2008 was due largely to increased revenues earned from the sale of
annuities. Trading account and foreign exchange activity resulted in gains of $18 million in 2008,
$30 million in 2007 and $25 million in 2006. The decline from 2007 to 2008 resulted from declines in
the market values of trading assets held in connection with deferred compensation plans. The improve-
ment in 2007 as compared with 2006 reflected higher income related to interest rate swap agreements
due to higher volumes of transactions executed on behalf of commercial customers. The Company enters
into interest rate and foreign exchange contracts with customers who need such services and concomi-
tantly enters into offsetting trading positions with third parties to minimize the risks involved with these
types of transactions. Information about the notional amount of interest rate, foreign exchange and other
contracts entered into by the Company for trading account purposes is included in note 18 of Notes to
Financial Statements and herein under the heading “Liquidity, Market Risk, and Interest Rate Sensitivity.”
Trading account revenues related to interest rate and foreign exchange contracts totaled $21 million in
each of 2008 and 2007, and $15 million in 2006. Trading account assets held in connection with deferred
compensation plans were $33 million and $47 million at December 31, 2008 and 2007, respectively.
Trading account losses resulting from net declines in the market values of such assets were $12 million in
2008, compared with revenues of $4 million in 2007 and $5 million in 2006. A largely offsetting impact
on expenses resulting from corresponding increases or decreases in liabilities related to deferred compen-
sation is included in “other costs of operations.”
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As previously described, other-than-temporary impairment charges of $182 million were recog-
nized in 2008, largely in light of significant turbulence in the financial markets, including the residential
real estate market, and the resulting declines in fair value of the Company’s preferred stock of Fannie
Mae and Freddie Mac and certain privately issued mortgage-backed securities held in the available-for-
sale investment securities portfolio. Partially offsetting the 2008 impairment charges was a gain of
$33 million related to the mandatory redemption of common shares of Visa during the first quarter of
that year. Reflecting those events, losses on investment securities were $148 million in 2008, compared
with losses of $126 million in 2007 and gains of $3 million during 2006. The losses in 2007 reflect the
previously described $127 million charge for the other-than-temporary impairment in value of collateral-
ized debt obligations held in the Company’s available-for-sale investment securities portfolio. Those
collateralized debt obligations were backed by residential mortgage-backed securities. Each reporting
period the Company reviews its impaired investment securities for other-than-temporary impairment.
For equity securities, such as the Company’s investment in the preferred stock of Fannie Mae and Freddie
Mac, the Company considers various factors to determine if the decline in value is other than temporary,
including the duration and extent of the decline in value, the factors contributing to the decline in fair
value, including the financial condition of the issuer as well as the conditions of the industry in which it
operates, and the prospects for a recovery in fair value of the equity security. For debt securities, the
Company analyzes the creditworthiness of the issuer or reviews the credit performance of the underlying
loan collateral supporting the bond. For debt securities backed by pools of loans, such as privately issued
mortgage-backed securities, the Company attempts to estimate the cash flows of the underlying loan
collateral using forward-looking assumptions of default rates, loss severities and prepayment speeds.
Estimated collateral cash flows are then utilized to estimate bond-specific cash flows to determine the
ultimate collectibility of the bond. If it is deemed probable that the Company will not collect the
contractual cash flows of a bond or if the Company no longer has the ability or intent to hold a bond
until it fully recovers in value, an other-than-temporary impairment loss is recognized. If an other-than-
temporary impairment loss is deemed to have occurred, the investment security’s cost basis is adjusted to
its fair value with the loss being recognized in the consolidated statement of income.

M&T’s pro-rata share of the operating loss of BLG in 2008 was $37 million, compared with a gain
of $9 million in 2007. The operating loss of BLG in 2008 resulted from the disruptions in the commercial
mortgage-backed securities market and reflected lower gains from loan securitization and sales activities,
lower values ascribed to loans held for sale, and costs associated with severance and certain lease
terminations incurred by BLG as it downsized its operations. Despite the credit and liquidity disruptions
that began in 2007, BLG had been successfully securitizing and selling significant volumes of small-
balance commercial real estate loans until the first quarter of 2008. In response to the illiquidity in the
marketplace, BLG reduced its originations activities, scaled back its workforce and made use of its
contingent liquidity sources. The Company believes that significant fluctuations are expected as part of
the business cycle of any mortgage origination and securitization business. In addition to BLG’s mortgage
origination and sales activities, BLG also is entitled to cash flows from mortgage assets that it owns or
that are owned by its affiliates and from asset management and other services provided by its affiliates.
Accordingly, the Company believes that BLG is capable of realizing positive cash flows that could be
available for distribution to its owners, including M&T, despite a lack of positive GAAP-earnings.
Nevertheless, if BLG is not able to realize sufficient cash flows for the benefit of M&T, the Company may
be required to recognize an other-than-temporary impairment charge in a future period for some portion
of the $271 million book value of its investment in BLG. Information about the Company’s relationship
with BLG and its affiliates is included in note 25 of Notes to Financial Statements.

Other revenues from operations were $300 million in 2008, compared with $286 million in 2007
and $293 million in 2006. The primary contributor to the 5% improvement from 2007 to 2008 was a
$16 million increase in letter of credit and other credit-related fees. The decline in other revenues from
operations from 2006 to 2007 resulted from a $6 million decrease in income from bank owned life
insurance and the previously noted $13 million gain in 2006 from the call of an FHLB borrowing,
partially offset by an $8 million increase in credit-related and corporate advisory fees in 2007.

Included in other revenues from operations were the following significant components. Letter of
credit and other credit-related fees totaled $97 million, $81 million and $77 million in 2008, 2007 and



2006, respectively. The rise in such fees from 2007 to 2008 was due predominately to higher income from
providing loan syndication and letter of credit services. Tax-exempt income earned from bank owned life
insurance aggregated $49 million in 2008, $47 million in 2007 and $53 million in 2006. Such income
includes increases in cash surrender value of life insurance policies and benefits received. Revenues from
merchant discount and credit card fees were $40 million in 2008, $35 million in 2007 and $32 million in
2006. Insurance-related sales commissions and other revenues totaled $31 million in 2008, $33 million in
2007 and $32 million in 2006. Automated teller machine usage fees aggregated $17 million in 2008 and
$15 million in each of 2007 and 2006.

Other Expense

Other expense aggregated $1.73 billion in 2008, compared with $1.63 billion in 2007 and $1.55 billion in
2006. Included in such amounts are expenses considered to be “nonoperating” in nature consisting of
amortization of core deposit and other intangible assets of $67 million, $66 million and $63 million in
2008, 2007 and 2006, respectively, and merger-related expenses of $4 million in 2008, $15 million in 2007
and $5 million in 2006. Exclusive of these nonoperating expenses, noninterest operating expenses were
$1.66 billion in 2008, up 7% from $1.55 billion in 2007. The higher level of operating expenses in 2008
as compared with 2007 was due largely to increased expenses for salaries, occupancy, professional
services, advertising and promotion, and foreclosed residential real estate properties. Also contributing to
the rise in operating expenses was an addition to the valuation allowance for capitalized residential
mortgage servicing rights of $16 million in 2008, as compared with a partial reversal of the allowance of
$4 million in 2007. Partially offsetting those factors was a $23 million charge taken in the fourth quarter
of 2007 related to M&T Bank’s obligation as a member bank of Visa to share in losses stemming from
certain litigation against Visa, compared with a partial reversal of that charge in 2008’s initial quarter of
$15 million. Noninterest operating expenses were $1.48 billion in 2006. The rise in operating expenses
from 2006 to 2007 reflects the $23 million charge taken in the fourth quarter related to the Visa
litigation, partially offset by an $18 million contribution to The M&T Charitable Foundation in 2006.
The most significant contributor to the remaining increase in noninterest expense in 2007 was a higher
level of salaries and employee benefits expense. Table 2 provides a reconciliation of other expense to
noninterest operating expense.

Salaries and employee benefits expense totaled $957 million in 2008, up 5% from $908 million in
2007. The most significant contributors to the increase were the impact of annual merit increases, higher
incentive compensation and the fourth quarter 2007 acquisition transactions. Salaries and employee
benefits expense was $873 million in 2006. The higher expense level for 2007 as compared with 2006 was
due largely to salaries-related costs, including the impact of merit pay increases and higher incentive
compensation. Stock-based compensation totaled $50 million in 2008, and $51 million in each of 2007
and 2006. The number of full-time equivalent employees was 12,978 at December 31, 2008, compared
with 13,246 and 12,721 at December 31, 2007 and 2006, respectively.

The Company provides pension and other postretirement benefits (including a retirement savings
plan) for its employees. Expenses related to such benefits totaled $52 million in 2008, and $54 million in
each of 2007 and 2006. The Company sponsors both defined benefit and defined contribution pension
plans. Pension benefit expense for those plans was $23 million in 2008, $27 million in 2007 and
$28 million in 2006. Included in those amounts are $10 million in 2008, $8 million in 2007 and
$7 million in 2006 for a defined contribution pension plan that the Company began on January 1, 2006.
The determination of pension expense and the recognition of net pension assets and liabilities for defined
benefit pension plans requires management to make various assumptions that can significantly impact
the actuarial calculations related thereto. Those assumptions include the expected long-term rate of
return on plan assets, the rate of increase in future compensation levels and the discount rate. Changes in
any of those assumptions will impact the Company’s pension expense. The expected long-term rate of
return assumption is determined by taking into consideration asset allocations, historical returns on the
types of assets held and current economic factors. Returns on invested assets are periodically compared
with target market indices for each asset type to aid management in evaluating such returns. The
discount rate used by the Company to determine the present value of the Company’s future benefit
obligations reflects specific market yields for a hypothetical portfolio of highly rated corporate bonds that
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would produce cash flows similar to the Company’s benefit plan obligations and the level of market
interest rates in general as of the year-end. Other factors used to estimate the projected benefit
obligations include actuarial assumptions for mortality rate, turnover rate, retirement rate and disability
rate. Those other factors do not tend to change significantly over time. The Company reviews its pension
plan assumptions annually to ensure that such assumptions are reasonable and adjusts those assumptions,
as necessary, to reflect changes in future expectations. The Company utilizes actuaries and others to aid
in that assessment.

The Company’s 2008 pension expense for its defined benefit plans was determined using the
following assumptions: a long-term rate of return on assets of 7.50%; a rate of future compensation
increase of 4.60%; and a discount rate of 6.00%. To demonstrate the sensitivity of pension expense to
changes in the Company’s pension plan assumptions, 25 basis point increases in: the rate of return on
plan assets would have resulted in a decrease in pension expense of $2 million; the rate of increase in
compensation would have resulted in an increase in pension expense of $.3 million; and the discount rate
would have resulted in a decrease in pension expense of $3 million. Decreases of 25 basis points in those
assumptions would have resulted in similar changes in amount, but in the opposite direction from the
changes presented in the preceding sentence. The accounting guidance for defined benefit pension plans
reflects the long-term nature of benefit obligations and the investment horizon of plan assets, and has the
effect of reducing expense volatility related to short-term changes in interest rates and market valuations.
Actuarial gains and losses include the impact of plan amendments, in addition to various gains and losses
resulting from changes in assumptions and investment returns which are different from that which is
assumed. As of December 31, 2008, the Company had cumulative unrecognized actuarial losses of
approximately $334 million that could result in an increase in the Company’s future pension expense
depending on several factors, including whether such losses at each measurement date exceed ten percent
of the greater of the projected benefit obligation or the market-related value of plan assets. In accordance
with GAAP, net unrecognized gains or losses that exceed that threshold are required to be amortized over
the expected service period of active employees, and are included as a component of net pension cost.
Amortization of these net unrealized losses had the effect of increasing the Company’s pension expense
by approximately $4 million in 2008, $6 million in 2007 and $8 million in 2006.

In September 2006, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 158,
“Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans,” which requires an
employer to recognize in its balance sheet as an asset or liability the overfunded or underfunded status of
a defined benefit postretirement plan, measured as the difference between the fair value of plan assets
and the benefit obligation. For a pension plan, the benefit obligation is the projected benefit obligation;
for any other postretirement benefit plan, such as a retiree health care plan, the benefit obligation is the
accumulated postretirement benefit obligation. SFAS No. 158 requires that gains or losses and prior
service costs or credits that arise during the period, but are not included as components of net periodic
benefit cost, be recognized as a component of other comprehensive income. The Company adopted
SFAS No. 158 in 2006. As of December 31, 2008, the combined benefit obligations of the Company’s
defined benefit postretirement plans exceeded the fair value of the assets of such plans by approximately
$263 million. Of that amount, $152 million was related to qualified defined benefit plans that are
periodically funded by the Company and $111 million related to non-qualified pension and other
postretirement plans that are generally not funded until benefits are paid. Pursuant to the criteria of
SFAS No. 158, the Company was required to have a net pension and postretirement benefit liability for
those plans that was at least equal to $263 million at December 31, 2008. Accordingly, as of December 31,
2008 the Company recorded an additional postretirement benefit liability of $286 million. After
applicable tax effect, that liability reduced accumulated other comprehensive income (and thereby
stockholders’ equity) by $174 million. The result of this was a year-over-year increase of $210 million to
the required minimum postretirement benefit liability from the $76 million recorded at December 31,
2007. After applicable tax effect, the $210 million increase in the minimum required liability reduced
accumulated other comprehensive income in 2008 by an additional $128 million from the prior year-end
amount of $46 million. The $210 million increase to the liability was necessary to reflect losses that
occurred during 2008 resulting from actual experience differing from assumptions and from changes in
actuarial assumptions. The main factor contributing to those losses was the poor performance of the



qualified defined benefit plan assets, reflecting the overall significant decline in global financial markets.
In determining the benefit obligation for defined benefit postretirement plans the Company used a
discount rate of 6% at December 31, 2008 and 2007. A 25 basis point decrease in the assumed discount
rate as of December 31, 2008 to 5.75% would have resulted in increases in the combined benefit
obligations of all defined benefit postretirement plans (including pension and other plans) of $28 million.
Under that scenario, the minimum postretirement liability adjustment at December 31, 2008 would have
been $314 million, rather than the $286 million that was actually recorded, and the corresponding after
tax-effect charge to accumulated other comprehensive income at December 31, 2008 would have been
$191 million, rather than the $174 million that was actually recorded. A 25 basis point increase in the
assumed discount rate to 6.25% would have decreased the combined benefit obligations of all defined
benefit postretirement plans by $27 million. Under this latter scenario, the aggregate minimum liability
adjustment at December 31, 2008 would have been $259 million rather than the $286 million actually
recorded and the corresponding after tax-effect charge to accumulated other comprehensive income
would have been $158 million rather than $174 million. The Company made contributions to its
qualified defined benefit pension plans in 2008 and 2007 of $140 million and $66 million, respectively.
Information about the Company’s pension plans, including significant assumptions utilized in completing
actuarial calculations for the plans, is included in note 12 of Notes to Financial Statements.

The Company also provides a retirement savings plan (“RSP”) that is a defined contribution plan
in which eligible employees of the Company may defer up to 50% of qualified compensation via
contributions to the plan. The Company makes an employer matching contribution in an amount equal
to 75% of an employee’s contribution, up to 4.5% of the employee’s qualified compensation. RSP expense
totaled $23 million in 2008, $22 million in 2007 and $21 million in 2006.

Expenses associated with the defined benefit and defined contribution pension plans and the RSP
totaled $47 million in 2008 and $49 million in each of 2007 and 2006. Expense associated with providing
medical and other postretirement benefits was $5 million in each of 2008, 2007 and 2006.

Excluding the nonoperating expense items already noted, nonpersonnel operating expenses totaled
$700 million in 2008, up 9% from $639 million in 2007. Contributing to that rise were increases in costs
for occupancy, professional services, advertising and promotion, contributions to The M&T Charitable
Foundation, and foreclosed residential real estate properties. Also contributing to the higher level of
operating expenses was an addition to the valuation allowance for capitalized residential mortgage
servicing rights of $16 million in 2008, as compared with a partial reversal of the allowance of $4 million
in 2007. Partially offsetting those factors was the $23 million charge taken in the fourth quarter of 2007
related to M&T Bank’s obligation as a member bank of Visa to share in losses stemming from certain
litigation against Visa, compared with a partial reversal of that charge in 2008’s initial quarter of
$15 million. Nonpersonnel operating expenses were $611 million in 2006. The principal factors for the
increase from 2006 to 2007 were the $23 million charge taken in 2007 related to the Visa litigation, the
impact of net partial reversals of the valuation allowance for impairment of capitalized residential
mortgage servicing rights, which totaled $4 million in 2007 and $10 million in 2006, and higher costs
related to the merchant and credit card business and foreclosed residential real estate properties, offset, in
part, by an $18 million contribution to The M&T Charitable Foundation in 2006. That foundation did
not need incremental funding in 2007.

Income Taxes
The provision for income taxes was $184 million in 2008, compared with $309 million in 2007 and
$392 million in 2006. The effective tax rates were 24.9%, 32.1% and 31.9% in 2008, 2007 and 2006,
respectively. The significant decline in the Company’s effective tax rate from 2007 to 2008 reflects the
resolution in 2008 of previously uncertain tax positions related to the Company’s activities in various
jurisdictions during the years 1999-2007 that allowed the Company to reduce its accrual for income taxes
in the third quarter of 2008 by $40 million. Exclusive of the impact of the $40 million credit to income
taxes, the effective tax rate in 2008 was 30.3%.

The effective tax rate is impacted by the level of income earned that is exempt from tax relative to
the overall level of pre-tax income and by the level of income allocated to the various state and local
jurisdictions where the Company operates, because tax rates differ among those jurisdictions. Although
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the other-than-temporary impairment charges during 2008 and 2007 are fully deductible for purposes of
computing income tax expense, those charges had an impact on the effective tax rate because they
significantly lowered pre-tax income relative to the amounts of tax-exempt income and other permanent
differences that impact the effective tax rate. Excluding the impact of the (i) other-than-temporary
impairment charges from pre-tax income and income tax expense in 2008 and 2007 and (ii) the

$40 million credit to income tax expense in 2008 resulting from the resolution of previously unrecognized
tax benefits, the Company’s effective tax rates for 2008 and 2007 would have been 32.0% and 32.9%,
respectively.

The Company’s effective tax rate in future periods will also be affected by the results of operations
allocated to the various tax jurisdictions within which the Company operates, any change in income tax
regulations within those jurisdictions, or interpretations of income tax regulations that differ from the
Company’s interpretations by any of various tax authorities that may examine tax returns filed by M&T
or any of its subsidiaries. Information about amounts accrued for uncertain tax positions and a
reconciliation of income tax expense to the amount computed by applying the statutory federal income
tax rate to pre-tax income is provided in note 13 of Notes to Financial Statements.

International Activities

The Company’s net investment in international assets totaled $99 million at December 31, 2008 and
$120 million at December 31, 2007. Such assets included $91 million and $107 million, respectively, of
loans to foreign borrowers. Offshore deposits totaled $4.0 billion at December 31, 2008 and $5.9 billion
at December 31, 2007. The Company uses such deposits to facilitate customer demand and as an
alternative to short-term borrowings when the costs of such deposits seem reasonable.

Liquidity, Market Risk, and Interest Rate Sensitivity

As a financial intermediary, the Company is exposed to various risks, including liquidity and market risk.
Liquidity refers to the Company’s ability to ensure that sufficient cash flow and liquid assets are available
to satisfy current and future financial obligations, including demands for loans and deposit withdrawals,
funding operating costs, and other corporate purposes. Liquidity risk arises whenever the maturities of
financial instruments included in assets and liabilities differ.

Core deposits have historically been the most significant funding source for the Company, and are
generated from a large base of consumer, corporate and institutional customers. That customer base has,
over the past several years, become more geographically diverse as a result of acquisitions and expansion
of the Company’s businesses. Nevertheless, in recent years the Company has faced increased competition
in offering products and services from a large array of financial market participants, including banks,
thrifts, mutual funds, securities dealers and others. Core deposits financed 60% of the Company’s earning
assets at December 31, 2008, compared with 54% and 57% at December 31, 2007 and 2006, respectively.

The Company supplements funding provided through core deposits with various short-term and
long-term wholesale borrowings, including federal funds purchased and securities sold under agreements
to repurchase, brokered certificates of deposit, offshore branch deposits and borrowings from the FHLBs
and others. At December 31, 2008, M&T Bank had short-term and long-term credit facilities with the
FHLBs aggregating $8.8 billion. Outstanding borrowings under these credit facilities totaled $8.0 billion
and $6.5 billion at December 31, 2008 and 2007, respectively. Such borrowings are secured by loans and
investment securities. M&T Bank and M&T Bank, N.A. had available lines of credit with the Federal
Reserve Bank of New York that totaled approximately $7.4 billion at December 31, 2008. The amounts of
those lines are dependent upon the balances of loans and securities pledged as collateral. At December 31,
2008, secured short-term borrowings from the Federal Reserve totaled $1.0 billion. Those borrowings
were bid for by the Company through the Federal Reserve’s TAF program and had maturities of 84 days.
There were no borrowings outstanding under these lines of credit at December 31, 2007.

As a source of funding and to enhance regulatory capital ratios, during January 2008, M&T
Capital Trust IV issued $350 million of Enhanced Trust Preferred Securities bearing a fixed rate of interest
of 8.50% and maturing in 2068. The related junior subordinated debentures are included in long-term
borrowings. Such securities qualify for inclusion in the Company’s Tier I Capital as defined by Federal



Regulators. As an additional source of funding, M&T issued $300 million of senior notes in May 2007.
Those notes bear a fixed rate of interest of 5.375% and are due on May 24, 2012.

The Company has issued subordinated capital notes from time to time to provide liquidity and
enhance regulatory capital ratios. Such notes qualify for inclusion in the Company’s total capital as
defined by federal regulators. M&T Bank issued $400 million of subordinated notes in December 2007.
The notes bear a fixed rate of interest of 6.625% and mature in December 2017. In December 2006,
M&T Bank issued $500 million of subordinated notes, which bear a fixed rate of interest of 5.629% for
ten years and a floating rate thereafter, at a rate equal to three-month LIBOR plus .64%. The notes are
redeemable at the Company’s option after the fixed-rate period ends, subject to prior regulatory approval.
Additional information about the Company’s borrowings is included in note 9 of Notes to Financial
Statements.

The Company has informal and sometimes reciprocal sources of funding available through various
arrangements for unsecured short-term borrowings from a wide group of banks and other financial
institutions. Short-term federal funds borrowings were $809 million and $4.2 billion at December 31,
2008 and 2007, respectively. In general, those borrowings were unsecured and matured on the next
business day. As already noted, offshore branch deposits and brokered certificates of deposit have been
used by the Company as an alternative to short-term borrowings. Offshore branch deposits also generally
mature on the next business day and totaled $4.0 billion and $5.9 billion at December 31, 2008 and
2007, respectively. Outstanding brokered time deposits at December 31, 2008 and December 31, 2007
were $487 million and $1.8 billion, respectively. At December 31, 2008, the weighted-average remaining
term to maturity of brokered time deposits was 14 months. Certain of these brokered deposits have
provisions that allow for early redemption. Information regarding such deposits is included under the
heading “Net Interest Income/Lending and Funding Activities.”

The Company’s ability to obtain funding from these or other sources could be negatively affected
should the Company experience a substantial deterioration in its financial condition or its debt ratings,
or should the availability of short-term funding become restricted due to a disruption in the financial
markets. The Company attempts to quantify such credit-event risk by modeling scenarios that estimate
the liquidity impact resulting from a short-term ratings downgrade over various grading levels. Such
impact is estimated by attempting to measure the effect on available unsecured lines of credit, available
capacity from secured borrowing sources and securitizable assets. Information about the credit ratings of
M&T and M&T Bank is presented in table 15. Additional information regarding the terms and maturities
of all of the Company’s short-term and long-term borrowings is provided in note 9 of Notes to Financial
Statements. In addition to deposits and borrowings, other sources of liquidity include maturities of
investment securities and other earning assets, repayments of loans and investment securities, and cash
generated from operations, such as fees collected for services.

Table 15

DEBT RATINGS

Standard
Moody’s and Poor’s Fitch

M&T Bank Corporation

Senior debt . ... A2 A— A—

Subordinated debt. . ...... .. ... . . . ... . A3 BBB+ BBB+
M&T Bank

Short-term deposits. . . .. ..ottt e Prime-1 A-1 F1

Long-term deposits . . . .o vttt e Al A A

Senmior debt . ...t e Al A A—

Subordinated debt. . ... ... ... ... e A2 A—  BBB+

Certain customers of the Company obtain financing through the issuance of variable rate demand
bonds (“VRDBs”). The VRDBs are generally enhanced by direct-pay letters of credit provided by M&T
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Bank. M&T Bank oftentimes acts as remarketing agent for the VRDBs and, at its discretion, may from
time-to-time own some of the VRDBs while such instruments are remarketed. When this occurs, the
VRDBs are classified as trading assets in the Company’s consolidated balance sheet. Nevertheless, M&T
Bank is not contractually obligated to purchase the VRDBs. The value of VRDBs in the Company’s
trading account totaled $29 million and $63 million at December 31, 2008 and 2007, respectively. At
December 31, 2008 and 2007, the VRDBs outstanding backed by M&T Bank letters of credit totaled
$1.9 billion and $1.7 billion, respectively. M&T Bank also serves as remarketing agent for most of those

2009 2010-2013 After 2013

(In thousands)
$1,519,327 $5,050,178 $ 660,346
1,812,702 1,451,928 346,201

bonds.
Table 16
MATURITY DISTRIBUTION OF SELECTED LOANS(a)
December 31, 2008 Demand
Commercial, financial, agricultural, etc. ........... $5,516,176
Real estate — construction. . . . ... vvovvvive ... 694,913
Total .. .. $6,211,089

$3,332,029  $6,502,106  $1,006,547

Floating or adjustable interest rates ...............
Fixed or predetermined interest rates. .............

(a) The data do not include nonaccrual loans.

$5,394,824 $ 681,894
1,107,282 324,653

$6,502,106  $1,006,547

The Company enters into contractual obligations in the normal course of business which require
future cash payments. The contractual amounts and timing of those payments as of December 31, 2008
are summarized in table 17. Off-balance sheet commitments to customers may impact liquidity, including
commitments to extend credit, standby letters of credit, commercial letters of credit, financial guarantees
and indemnification contracts, and commitments to sell real estate loans. Because many of these
commitments or contracts expire without being funded in whole or in part, the contract amounts are not
necessarily indicative of future cash flows. Further discussion of these commitments is provided in note 21
of Notes to Financial Statements. Table 17 summarizes the Company’s other commitments as of
December 31, 2008 and the timing of the expiration of such commitments.



Table 17

CONTRACTUAL OBLIGATIONS AND OTHER COMMITMENTS

Less Than One One to Three Three to Five Over Five
December 31, 2008 Year Years Years Years Total
(Dollars in thousands)
Payments due for contractual
obligations. .. ...............
Time deposits . .............. $ 7,442,765 $1,260,645 $ 258,496 $ 85,031 $ 9,046,937
Deposits at foreign office . . ... .. 4,047,986 — — — 4,047,986
Federal funds purchased and
agreements to repurchase
SECUTItIES . v v v v v e i e et v 970,529 — — — 970,529
Other short-term borrowings. . . . 2,039,206 — — — 2,039,206
Long-term borrowings. ........ 2,230,860 4,097,243 1,936,611 3,810,435 12,075,149
Operating leases. . . ........... 63,152 111,002 79,913 140,375 394,442
Other...................... 45,083 32,753 12,764 25,176 115,776
Total ...................... $16,839,581 $5,501,643 $2,287,784 $4,061,017 $28,690,025
Other commitments ............
Commitments to extend credit. .. $ 6,541,809 $3,067,295 $2,195,432 $4,408,299 $16,212,835
Standby letters of credit..... ... 1,472,605 1,285,944 804,961 322,886 3,886,396
Commercial letters of credit. . . .. 16,969 28,534 — — 45,503
Financial guarantees and
indemnification contracts. . . .. 29,369 232,525 449,438 835,541 1,546,873
Commitments to sell real estate
loans .. ... ..o 1,294,190 11,851 — — 1,306,041
Total .......... ... ... .... $ 9,354,942 $4,626,149 $3,449,831 $5,566,726 $22,997,648

M&T’s primary source of funds to pay for operating expenses, shareholder dividends and common
stock repurchases has historically been the receipt of dividends from its banking subsidiaries, which are
subject to various regulatory limitations. Dividends from any banking subsidiary to M&T are limited by
the amount of earnings of the banking subsidiary in the current year and the two preceding years. For
purposes of the test, approximately $832 million at December 31, 2008 was available for payment of
dividends to M&T from banking subsidiaries without prior regulatory approval. These historic sources of
cash flow have been augmented in the past by the issuance of trust preferred securities, including
$350 million of Enhanced Trust Preferred Securities issued by M&T Capital Trust IV in January 2008,
and in the second quarter of 2007 by the issuance of $300 million of senior notes payable. Information
regarding trust preferred securities, the related junior subordinated debentures and the senior notes is
included in note 9 of Notes to Financial Statements. M&T also maintains a $30 million line of credit
with an unaffiliated commercial bank, of which there were no borrowings outstanding at December 31,
2008. A similar $30 million line of credit was entirely available for borrowing at December 31, 2007.
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Table 18

MATURITY AND TAXABLE-EQUIVALENT YIELD OF INVESTMENT SECURITIES

One Year One to Five Five to Ten = Over Ten
December 31, 2008 or Less Years Years Years Total
(Dollars in thousands)
Investment securities available for sale(a)
U.S. Treasury and federal agencies
Carrying value . . .. ..ot $217,365 § 66200 $ 11,643 $ 1,505 § 296,713
Yield ..o 3.72% 3.82% 2.80% 3.91% 3.71%
Obligations of states and political subdivisions
Carrying value . . ... ..ot 6,243 32,099 21,508 11,913 71,763
Yield . ..o 5.73% 3.89% 7.00% 6.01% 5.33%
Mortgage-backed securities(b)
Government issued or guaranteed
Carrying value ... ... 210,898 806,115 763,604 1,832,163 3,612,780
Yield. ..o 4.55% 4.77% 5.12% 5.20% 5.05%
Privately issued
Carrying value ... ... 43,315 231,538 399,141 1,693,606 2,367,600
Yield. ..o 5.04% 5.02% 5.08% 5.05% 5.05%
Other debt securities
Carrying value . . ... .o 4,631 5,921 3,846 156,200 170,598
Yield . ..o 4.83% 5.15% 5.44% 6.18% 6.09%
Equity securities
Carrying value . . ... ... — — — — 330,739
Yield ..o — — — — 2.93%
Total investment securities available for sale
Carrying value. . . ... . . 482,452 1,141,873 1,199,742 3,695,387 6,850,193
Yield . ..o 4.25% 4.76% 5.11% 5.18% 4.92%
Investment securities held to maturity
Obligations of states and political subdivisions
Carrying value . . ... ..o 56,627 6,008 1,120 67 63,822
Yield ..o 5.11% 6.18% 6.99% 6.50% 5.24%
Mortgage-backed securities(b)
Privately issued
Carrying value .. ...... .. .. . 25,746 110,514 128,194 147,393 411,847
Yield. ..o 4.02% 4.12% 4.18% 4.38% 4.23%
Other debt securities
Carrying value . . ... ...t — — — 10,169 10,169
Yield ..o — — — 5.64% 5.64%
Total investment securities held to maturity
Carrying value . . . ... o 82,373 116,522 129,314 157,629 485,838
Yield ..o 4.77% 4.23% 4.20% 4.46% 4.39%
Other investment SECUTTHES . . . . . v v v o e e e e e — — — — 583,176
Total investment securities
Carrying value . . ... ..ot $564,825 $1,258,395 $1,329,056  $3,853,016  $7,919,207
Yield ..o 4.33% 4.71% 5.02% 5.15% 4.53%

(a) Investment securities available for sale are presented at estimated fair value. Yields on such securities are based

on amortized cost.

(b) Maturities are reflected based upon contractual payments due. Actual maturities are expected to be signifi-
cantly shorter as a result of loan repayments in the underlying mortgage pools.



Management closely monitors the Company’s liquidity position on an ongoing basis for compli-
ance with internal policies and believes that available sources of liquidity are adequate to meet funding
needs anticipated in the normal course of business. Management does not anticipate engaging in any
activities, either currently or in the long-term, for which adequate funding would not be available and
would therefore result in a significant strain on liquidity at either M&T or its subsidiary banks.

Market risk is the risk of loss from adverse changes in the market prices and/or interest rates of
the Company’s financial instruments. The primary market risk the Company is exposed to is interest rate
risk. Interest rate risk arises from the Company’s core banking activities of lending and deposit-taking,
because assets and liabilities reprice at different times and by different amounts as interest rates change.
As a result, net interest income earned by the Company is subject to the effects of changing interest rates.
The Company measures interest rate risk by calculating the variability of net interest income in future
periods under various interest rate scenarios using projected balances for earning assets, interest-bearing
liabilities and derivatives used to hedge interest rate risk. Management’s philosophy toward interest rate
risk management is to limit the variability of net interest income. The balances of financial instruments
used in the projections are based on expected growth from forecasted business opportunities, anticipated
prepayments of loans and investment securities, and expected maturities of investment securities, loans
and deposits. Management uses a “value of equity” model to supplement the modeling technique
described above. Those supplemental analyses are based on discounted cash flows associated with on-
and off-balance sheet financial instruments. Such analyses are modeled to reflect changes in interest rates
and provide management with a long-term interest rate risk metric. The Company has entered into
interest rate swap agreements to help manage exposure to interest rate risk. At December 31, 2008, the
aggregate notional amount of interest rate swap agreements entered into for interest rate risk manage-
ment purposes was $1.1 billion. Information about interest rate swap agreements entered into for interest
rate risk management purposes is included herein under the heading “Net Interest Income/Lending and
Funding Activities” and in note 18 of Notes to Financial Statements.

Table 19
MATURITY OF DOMESTIC CERTIFICATES OF DEPOSIT AND TIME DEPOSITS
WITH BALANCES OF $100,000 OR MORE
December 31, 2008

(In thousands)
Under 3 MONths . . ..o e e e $1,490,270
310 6 MONtIS. « . vt 686,056
610 12 MONtRS .« ottt 988,679
OVer 12 MONthS . . .ottt e e e 386,769
8017 Y $3,551,774

The Company’s Risk Management Committee, which includes members of senior management,
monitors the sensitivity of the Company’s net interest income to changes in interest rates with the aid of
a computer model that forecasts net interest income under different interest rate scenarios. In modeling
changing interest rates, the Company considers different yield curve shapes that consider both parallel
(that is, simultaneous changes in interest rates at each point on the yield curve) and non-parallel (that is,
allowing interest rates at points on the yield curve to vary by different amounts) shifts in the yield curve.
In utilizing the model, market implied forward interest rates over the subsequent twelve months are
generally used to determine a base interest rate scenario for the net interest income simulation. That
calculated base net interest income is then compared to the income calculated under the varying interest
rate scenarios. The model considers the impact of ongoing lending and deposit-gathering activities, as
well as interrelationships in the magnitude and timing of the repricing of financial instruments, including
the effect of changing interest rates on expected prepayments and maturities. When deemed prudent,
management has taken actions to mitigate exposure to interest rate risk through the use of on- or off-
balance sheet financial instruments and intends to do so in the future. Possible actions include, but are
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not limited to, changes in the pricing of loan and deposit products, modifying the composition of
earning assets and interest-bearing liabilities, and adding to, modifying or terminating existing interest
rate swap agreements or other financial instruments used for interest rate risk management purposes.

Table 20 displays as of December 31, 2008 and 2007 the estimated impact on net interest income
from non-trading financial instruments in the base scenario described above resulting from parallel
changes in interest rates across repricing categories during the first modeling year.

Table 20
SENSITIVITY OF NET INTEREST INCOME TO CHANGES IN INTEREST RATES
Calculated Increase
(Decrease) in Projected
Net Interest Income
December 31
Changes in Interest Rates 2008 2007
(Dollars in thousands)
4 200 Dbasis POINLS . . v vttt e $ 33,516 $ 4,707
4 100 Dasis POINLS . . ..ottt ettt e 9,726 (996)
— 100 DaSIS POINTS . . o v ittt ittt et et e e e e e e e (33,281) (16,432)
— 200 baSis POINS . . v v vttt ittt et e e e (34,177) (24,284)

The Company utilized many assumptions to calculate the impact that changes in interest rates
may have on net interest income. The more significant of those assumptions included the rate of
prepayments of mortgage-related assets, cash flows from derivative and other financial instruments held
for non-trading purposes, loan and deposit volumes and pricing, and deposit maturities. In the scenarios
presented, the Company also assumed gradual changes in rates during a twelve-month period of 100 and
200 basis points, as compared with the assumed base scenario. In the event that a 100 or 200 basis point
rate change cannot be achieved, the applicable rate changes are limited to lesser amounts such that
interest rates cannot be less than zero. The assumptions used in interest rate sensitivity modeling are
inherently uncertain and, as a result, the Company cannot precisely predict the impact of changes in
interest rates on net interest income. Actual results may differ significantly from those presented due to
the timing, magnitude and frequency of changes in interest rates and changes in market conditions and
interest rate differentials (spreads) between maturity/repricing categories, as well as any actions, such as
those previously described, which management may take to counter such changes. In light of the
uncertainties and assumptions associated with the process, the amounts presented in the table are not
considered significant to the Company’s past or projected net interest income.

In accordance with industry practice, table 21 presents cumulative totals of net assets (liabilities)
repricing on a contractual basis within the specified time frames, as adjusted for the impact of interest
rate swap agreements entered into for interest rate risk management purposes. Management believes that
this measure does not appropriately depict interest rate risk since changes in interest rates do not
necessarily affect all categories of earning assets and interest-bearing liabilities equally nor, as assumed in
the table, on the contractual maturity or repricing date. Furthermore, this static presentation of interest
rate risk fails to consider the effect of ongoing lending and deposit gathering activities, projected changes
in balance sheet composition or any subsequent interest rate risk management activities the Company is
likely to implement.



Table 21

CONTRACTUAL REPRICING DATA

Three Months Four to Twelve One to After
December 31, 2008 or Less Months Five Years Five Years Total
(Dollars in thousands)

Loans and leases, net . ........ $ 27,408,007 $ 3,119,854  $10,378,263  $ 8,094,339  $49,000,463
Investment securities ......... 784,276 1,713,159 1,414,321 4,007,451 7,919,207
Other earning assets.......... 186,477 860 — — 187,337

Total earning assets. ... ... .. 28,378,760 4,833,873 11,792,584 12,101,790 57,107,007
NOW accounts. . ............ 1,141,308 — — — 1,141,308
Savings deposits. .. .......... 19,488,918 — — — 19,488,918
Time deposits . ............. 2,848,930 4,606,949 1,506,027 85,031 9,046,937
Deposits at foreign office . . . . .. 4,046,641 1,345 — — 4,047,986

Total interest-bearing

deposits. . .............. 27,525,797 4,608,294 1,506,027 85,031 33,725,149

Short-term borrowings. . ...... 3,009,735 — — — 3,009,735
Long-term borrowings . .. ... .. 6,997,784 369,910 1,331,289 3,376,166 12,075,149

Total interest-bearing liabilities 37,533,316 4,978,204 2,837,316 3,461,197 48,810,033
Interest rate swaps . .......... (1,107,241) — 147,241 960,000 —
Periodicgap................ $(10,261,797) $ (144,331) $ 9,102,509 $ 9,600,593
Cumulative gap ............. (10,261,797) (10,406,128) (1,303,619) 8,296,974
Cumulative gap as a % of total

earning assets. . ........... (18.0)% (18.2)% (2.3)% 14.5%

Changes in fair value of the Company’s financial instruments can also result from a lack of trading
activity for similar instruments in the financial markets. That impact is most notable on the values
assigned to the Company’s investment securities. Information about the fair valuation of such securities
is presented herein under the heading “Capital” and in note 3 of Notes to Financial Statements.

The Company engages in trading activities to meet the financial needs of customers, to fund the
Company’s obligations under certain deferred compensation plans and, to a limited extent, to profit from
perceived market opportunities. Financial instruments utilized in trading activities consist predominantly
of interest rate contracts, such as swap agreements, and forward and futures contracts related to foreign
currencies, but have also included forward and futures contracts related to mortgage-backed securities
and investments in U.S. Treasury and other government securities, mortgage-backed securities and
mutual funds and, as previously described, a limited number of VRDBs. The Company generally
mitigates the foreign currency and interest rate risk associated with trading activities by entering into
offsetting trading positions. The amounts of gross and net trading positions, as well as the type of trading
activities conducted by the Company, are subject to a well-defined series of potential loss exposure limits
established by management and approved by M&T’s Board of Directors. However, as with any non-
government guaranteed financial instrument, the Company is exposed to credit risk associated with
counterparties to the Company’s trading activities.

The notional amounts of interest rate contracts entered into for trading purposes aggregated
$14.6 billion at December 31, 2008 and $11.7 billion at December 31, 2007. The notional amounts of
foreign currency and other option and futures contracts entered into for trading purposes totaled
$713 million and $801 million at December 31, 2008 and 2007, respectively. Although the notional
amounts of these trading contracts are not recorded in the consolidated balance sheet, the fair values of
all financial instruments used for trading activities are recorded in the consolidated balance sheet. The
fair values of trading account assets and liabilities were $618 million and $521 million, respectively, at
December 31, 2008 and $281 million and $143 million, respectively, at December 31, 2007. The
significant rise in the fair value of both trading assets and trading liabilities was largely due to the impact
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of sharp declines in interest rates in late 2008 on the fair values of interest rate swap agreements held in
the trading portfolio. Included in trading account assets at December 31, 2008 and 2007 were $33 million
and $47 million, respectively, of assets related to deferred compensation plans. Changes in the fair value
of such assets are recorded as “trading account and foreign exchange gains” in the consolidated statement
of income. Included in “other liabilities” in the consolidated balance sheet at December 31, 2008 and
2007 were $38 million and $50 million, respectively, of liabilities related to deferred compensation plans.
Changes in the balances of such liabilities due to the valuation of allocated investment options to which
the liabilities are indexed are recorded in “other costs of operations” in the consolidated statement of
income.

Given the Company’s policies, limits and positions, management believes that the potential loss
exposure to the Company resulting from market risk associated with trading activities was not material,
however, as previously noted, the Company is exposed to credit risk associated with counterparties to
transactions associated with the Company’s trading activities. Additional information related to trading
derivative contracts is included in note 18 of Notes to Financial Statements.

Capital

Total stockholders’” equity at December 31, 2008 was $6.8 billion and represented 10.31% of total assets,
compared with $6.5 billion or 10.00% at December 31, 2007 and $6.3 billion or 11.01% at December 31,
2006. Contributing to the growth of stockholders’” equity from the 2007 year-end to December 31, 2008
was the December 23, 2008 issuance of $600 million of Series A Preferred Stock and warrants to purchase
M&T common stock as part of the U.S. Treasury Capital Purchase Program. The holder of the preferred
stock is entitled to cumulative cash dividends of 5% per annum until February 14, 2014 and 9% per
annum thereafter, payable quarterly in arrears. The Series A Preferred Stock is redeemable on or after
February 15, 2012, subject to regulatory approval. The preferred stock may be redeemed prior to
February 15, 2012 if M&T received aggregated gross proceeds of not less than 25% of the aggregate
liquidation amount of the Series A Preferred Stock from a qualified equity offering by M&T. Additional
information related to M&T’s Series A Preferred Stock and the related warrants to purchase common
stock is included in note 10 of Notes to Financial Statements.

Common stockholders’ equity was $6.2 billion, or $56.29 per share, at December 31, 2008,
compared with $6.5 billion, or $58.99 per share, at December 31, 2007 and $6.3 billion, or $56.94 per
share, at December 31, 2006. Tangible equity per common share was $25.94 at December 31, 2008,
compared with $27.98 and $28.57 at December 31, 2007 and 2006, respectively. In the calculation of
tangible equity per common share, common stockholders’ equity is reduced by the carrying values of
goodwill and core deposit and other intangible assets, net of applicable deferred tax balances. A
reconciliation of total common stockholders’ equity and tangible common equity as of December 31,
2008, 2007 and 2006 is presented in table 2. During 2008, 2007 and 2006, the ratio of average total
stockholders’ equity to average total assets was 9.88%, 10.67% and 10.82%, respectively. The ratio of
average common stockholders’ equity to average total assets was 9.86%, 10.67% and 10.82% in 2008,
2007 and 2006, respectively.

Stockholders’ equity reflects accumulated other comprehensive income or loss, which includes the
net after-tax impact of unrealized gains or losses on investment securities classified as available for sale,
gains or losses associated with interest rate swap agreements designated as cash flow hedges, and
adjustments to reflect the funded status of defined benefit pension and other postretirement plans. Net
unrealized losses on available-for-sale investment securities were $557 million, or $5.04 per common
share, at December 31, 2008, compared with losses of $59 million, or $.54 per common share, at
December 31, 2007, and $25 million, or $.23 per share, at December 31, 2006. Such unrealized losses
represent the difference, net of applicable income tax effect, between the estimated fair value and
amortized cost of investment securities classified as available for sale and the remaining unamortized
losses on investment securities that have been transferred from available for sale to held to maturity. The
increase in net unrealized losses resulted primarily from pre-tax net unrealized losses of $786 million on
$3.2 billion of privately issued mortgage-backed securities at December 31, 2008. The Company’s
privately issued mortgage-backed securities classified as available for sale are generally collateralized by
prime and Alt-A residential mortgage loans as depicted in table 22. Information in the table is as of



December 31, 2008. As with any accounting estimate or other data, changes in fair values and investment
ratings may occur at any time.

Table 22

PRIVATELY ISSUED MORTGAGE-BACKED SECURITIES CLASSIFIED AS AVAILABLE FOR SALE (a)
As a Percentage of Carrying Value

Amortized Net Unrealized Investment
Collateral Type Cost Fair Value Losses AAA Rated Grade Senior Tranche

(Dollars in thousands)

Residential Mortgage Loans

Prime —Fixed............. $ 470,451 $ 455,823  $ (14,628) 100% 100% 100%
Prime — Hybrid ARMs ... ... 2,163,397 1,547,503 (615,894) 86 96 89
Prime — Other ............ 123,336 117,474 (5,862) 76 98 67
Alt-A—Fixed .. ........... 2,524 2,446 (78) 100 100 100
Alt-A — Hybrid ARMs. . .. ... 332,449 197,614 (134,835) 57 89 53
Alt-A — Option ARMs ... ... 6,597 2,244 (4,353) — 49 —
Other.................... 5,455 3,450 (2,005) 12 100 12
Subtotal . ............... 3,104,209 2,326,554 (777,655) 85% 96% 87%
Commercial Mortgage Loans . . 49,231 41,046 (8,185) 100% 100% 100%
Total ..o, $3,153,440 $2,367,600  $(785,840)  86% 96% _87%

(a) All information is as of December 31, 2008.

Due to the severe disruption in the credit markets during the second half of 2008, trading activity
for privately issued mortgage-backed securities was significantly reduced. In estimating values for such
securities, the Company was significantly restricted in the level of market observable assumptions used in
the valuation of its privately issued mortgage-backed securities portfolio. Because of the inactivity and
the lack of observable valuation inputs, the Company transferred $2.2 billion of its privately issued
mortgage-backed securities portfolio from Level 2 to Level 3 valuations in the third quarter of 2008. The
remaining portion of its portfolio of privately issued mortgage-backed securities had already been
classified as Level 3. To supplement its determination of fair value for its privately issued mortgage-
backed securities, the Company engaged a second independent pricing source at December 31, 2008.
Additionally, to help assess the reasonableness of valuations received from the independent pricing
sources, the Company performed internal modeling techniques to estimate the expected cash flows that
may result from many of its privately issued mortgage-backed securities. In general, the Company
averaged the results obtained from the independent sources when valuing the Level 3 privately issued
mortgage-backed securities for financial statement purposes. During 2008 the Company recognized
$182 million (pre-tax) of other-than-temporary impairment losses, $18 million of which related to
$20 million of its privately issued mortgage-backed securities. Despite rising levels of delinquencies and
losses in the underlying residential mortgage collateral, the Company believes that as of December 31,
2008 it was not probable that there was insufficient subordination within the structures of its remaining
privately issued mortgage-backed securities to absorb expected losses and has therefore concluded that
such securities were not other-than-temporarily impaired as of that date. Nevertheless, given recent
market conditions, it is possible that adverse changes in repayment performance and fair value could
occur in 2009 and later years that could impact the Company’s conclusions. Management has modeled
various stress scenarios to the above portfolio and has concluded that even if home price depreciation
and current delinquency trends persist for an extended period of time, the Company’s principal losses, if
any, on its privately issued mortgage-backed securities would be substantially less than their current fair
valuation losses.

As previously noted, given the Company’s relationship with Bayview Financial and related entities,
during the third quarter of 2008, the Company reconsidered its intention to hold certain collateralized
mortgage obligations securitized by Bayview Financial with a cost basis of $385 million and a fair value
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of $298 million and transferred such securities from its available-for-sale investment securities portfolio
to its held-to-maturity investment securities portfolio. As a result, at December 31, 2008, the Company
had in its held-to-maturity portfolio collateralized mortgage obligations securitized by Bayview Financial
with an amortized cost basis of $412 million (excluding $82 million of unamortized fair value adjustment
(pre-tax) residing in accumulated other comprehensive income from the time of transfer) and a fair value
of $319 million. At December 31, 2008, the amortized cost and fair value of collateralized mortgage
obligations securitized by Bayview Financial in the Company’s available-for-sale investment securities
portfolio were $40 million and $32 million, respectively, and at December 31, 2007 were $480 million
and $450 million, respectively. The Company has determined that it expects to fully collect its contractual
principal and interest payments on the private collateralized mortgage obligations securitized by Bayview
Financial and therefore believes such securities were not other-than-temporarily impaired at December 31,
2008.

At December 31, 2008, the Company also had pre-tax unrealized losses of $90 million on
$241 million of trust preferred securities issued by financial institutions and securities backed by trust
preferred securities issued by financial institutions ($13 million of such unrealized losses were on
$16 million of securities using a Level 3 valuation, with the remainder classified as Level 2 valuations).
Pre-tax unrealized losses of $9 million existed on $192 million of such securities at December 31, 2007.
After evaluating the expected repayment performance of financial institutions where trust preferred
securities were held directly by the Company or were within the collateralized debt obligations backed by
trust preferred securities obtained in the Partners Trust acquisition, the Company, during 2008,
recognized an $11 million (pre-tax) other-than-temporary impairment loss on $12 million of the
securities obtained in the Partners Trust acquisition.

Following the U.S. Government’s placement of Fannie Mae and Freddie Mac under conservator-
ship on September 7, 2008, the Company recognized an other-than-temporary impairment charge of
$153 million (pre-tax) on its preferred stock holdings of those government-sponsored entities. At
December 31, 2008, the Company’s investment in Fannie Mae and Freddie Mac preferred stock had a
remaining cost basis of $9 million and a fair value of $2 million. The Company recognized a $127 million
(pre-tax) other-than-temporary impairment charge in 2007 resulting from the decline in fair value of
certain collateralized debt obligations backed by sub-prime mortgage securities held in the available-for-
sale investment securities portfolio based on its evaluation at the time that it was probable that the
Company would not receive all payments owed to it under the terms and structure of the securities.

As of December 31, 2008, based on a review of each of the remaining securities in the investment
securities portfolio, the Company concluded that it was not probable that it would be unable to realize
the cost basis investment and appropriate interest payments on such securities. Accordingly, the Company
concluded that the declines in the values of those securities were temporary and that any additional
other-than-temporary impairment charges were not appropriate at December 31, 2008. As of
December 31, 2008, the Company had the ability and intent to hold each of the impaired securities, that
is where fair value is less than the cost basis of the security, to recovery. The Company intends to closely
monitor the performance of the privately issued mortgage-backed securities and other securities to assess
if changes in their underlying credit performance or other events cause the cost basis of those securities
to become other-than-temporarily impaired. However, because the unrealized losses described have
generally already been reflected in the financial statement values for investment securities and stockhold-
ers’ equity, any recognition of an other-than-temporary decline in value of these investment securities
would not have a material effect on the Company’s consolidated financial condition. Additional
information concerning fair value measurements and the Company’s approach to the classification of
such measurements is included in note 20 of the Notes to Financial Statements.

Also reflected in accumulated other comprehensive income were net losses of $6 million, or $.05
per common share, representing the remaining unrealized losses related to the termination of interest rate
swap agreements that had been designated as cash flow hedges. Included in this amount were unamor-
tized losses of $7 million related to swap agreements terminated by the Company in response to changes
in its interest rate risk profile during the first quarter of 2008 that had been originally entered into as a
cash flow hedge of variable rate long-term borrowings, and $1 million of unamortized gains related to
terminated swap agreements that had been entered into as a cash flow hedge in anticipation of the



Company issuing senior notes payable in the second quarter of 2007. In addition, net unrealized fair
value losses associated with interest rate swap agreements designated as cash flow hedges were $10 million
at December 31, 2007, representing approximately $.09 per common share. There were no outstanding
interest rate swap agreements designated as cash flow hedges at December 31, 2008 or at December 31,
2006.

Adjustments to reflect the funded status of defined benefit pension and other postretirement plans
as required under SFAS No. 158, net of applicable tax effect, reduced accumulated other comprehensive
income by $174 million, or $1.58 per common share, at December 31, 2008, $46 million, or $.42 per
common share, at December 31, 2007, and $28 million, or $.26 per common share, at December 31,
2006. The increase in such adjustment in 2008 was predominately the result of actual investment
performance of assets held by the Company’s qualified pension plan being significantly worse than that
assumed for actuarial purposes. Information about the funded status of the Company’s pension and
other postretirement benefit plans is included in note 12 of Notes to Financial Statements.

Cash dividends paid in 2008 on M&T’s common stock totaled $309 million, compared with
$282 million and $250 million in 2007 and 2006, respectively. M&T increased the quarterly dividend on
its common stock in the second quarter of 2006 from $.45 to $.60 per share, and to $.70 per share in the
third quarter of 2007. Dividends per common share totaled $2.80 in 2008, $2.60 in 2007 and $2.25 in
2006.

M&T repurchased 4,514,800 shares of its common stock in 2007 and 3,259,000 shares in 2006 at a
cost of $509 million and $374 million, respectively. There were no common stock repurchases by M&T in
2008. In November 2005, M&T had announced a plan to purchase up to 5,000,000 shares of its common
stock. That repurchase plan was completed in March 2007. In February 2007, M&T announced that it
had been authorized by its Board of Directors to purchase up to an additional 5,000,000 shares of its
common stock. Through December 31, 2008, M&T had repurchased a total of 2,818,500 shares of
common stock pursuant to such plan at an average cost of $108.30 per share.

Federal regulators generally require banking institutions to maintain “core capital” and “total
capital” ratios of at least 4% and 8%, respectively, of risk-adjusted total assets. In addition to the risk-
based measures, Federal bank regulators have also implemented a minimum “leverage” ratio guideline of
3% of the quarterly average of total assets. As of December 31, 2008, core capital included $1.1 billion of
the trust preferred securities described in note 9 of Notes to Financial Statements and $600 million of
Series A Preferred Stock and warrants to purchase M&T’s common stock issued to the U.S. Treasury.
Total capital further included $1.6 billion of subordinated notes. As previously noted, in January 2008,
M&T Capital Trust IV issued $350 million of Enhanced Trust Preferred Securities that pay a fixed rate of
interest of 8.50%, and in December 2007 M&T Bank issued $400 million of 6.625% fixed rate
subordinated notes due 2017. The capital ratios of the Company and its banking subsidiaries as of
December 31, 2008 and 2007 are presented in note 23 of Notes to Financial Statements.

The Company continues to generate amounts of regulatory capital in excess of dividends paid.
The rate of regulatory core capital generation, or net operating income (as previously defined) less the
sum of dividends paid and the after-tax effect of merger-related expenses expressed as a percentage of
regulatory “core capital” at the beginning of each year, was 7.51% in 2008, 10.73% in 2007 and 17.52%
in 2006.

Fourth Quarter Results
Net income totaled $102 million during the fourth quarter of 2008, up 57% from $65 million in the
year-earlier quarter. Diluted and basic earnings per common share were each $.92 in the final quarter of
2008, 53% higher than $.60 in the fourth quarter of 2007. The annualized rates of return on average
assets and average common stockholders’ equity for the fourth quarter of 2008 were .63% and 6.41%,
respectively, compared with .42% and 4.05%, respectively, in the year-earlier period.

Net operating income totaled $112 million in the fourth quarter of 2008, compared with
$84 million in the year-earlier quarter. Diluted net operating earnings per common share were $1.00 in
the recent quarter, compared with $.77 in the final quarter of 2007. The annualized net operating returns
on average tangible assets and average tangible common equity in the last quarter of 2008 were .72% and
15.01%, respectively, compared with .57% and 10.49%, respectively, in the similar 2007 quarter. Core
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deposit and other intangible asset amortization, after tax effect, totaled $10 million in each of the fourth
quarters of 2008 and 2007 ($.08 per diluted common share and $.09 per diluted common share,
respectively). The after-tax impact of merger-related expenses associated with the Partners Trust and First
Horizon acquisition transactions was $9 million ($15 million pre-tax) or $.08 of diluted earnings per
common share in the final 2007 quarter. There were no similar expenses in the fourth quarter of 2008.
Reconciliations of GAAP results with non-GAAP results for the quarterly periods of 2008 and 2007 are
provided in table 24.

The Company’s financial results for the recent quarter were damped by three main factors. Based
on a detailed review of its investment securities portfolio, other-than-temporary impairment charges of
$24 million (pre-tax) were recorded by the Company on certain collateralized debt obligations and
collateralized mortgage obligations. Also recorded in the fourth quarter was a $19 million (pre-tax)
addition to the valuation allowance for capitalized residential mortgage servicing rights. That addition
resulted from lower mortgage interest rates at the 2008 year-end as compared with September 30, 2008.
Those two items reduced the Company’s fourth quarter 2008 net income and diluted earnings per
common share by $26 million and $.24, respectively. Also negatively impacting fourth quarter 2008
results was a significantly higher provision for credit losses, which rose 50% to $151 million from
$101 million in the year-earlier quarter. The Company’s fourth quarter 2007 results were also adversely
impacted by several notable items, including the $127 million other-than-temporary impairment charge
related to collateralized debt obligations, the $23 million accrual related to Covered Litigation of Visa,
and $15 million of merger-related expenses associated with acquisitions completed in that quarter.

Taxable-equivalent net interest income rose 3% to $491 million in the fourth quarter of 2008 from
$476 million in the year-earlier quarter. That growth was the result of a 6% rise in average earning assets
that was partially offset by a narrowing of the Company’s net interest margin. Average earning assets
totaled $57.9 billion in the last quarter of 2008, compared with $54.8 billion in the year-earlier period.
Average loans and leases for the recently completed quarter totaled $48.8 billion, up 6% from $46.1 billion
during the fourth quarter of 2007. Increases of $1.7 billion in commercial loans and leases, $2.2 billion in
commercial real estate loans and $310 million in consumer loans were partially offset by a $1.4 billion
decline in average residential real estate loans. The yield on earning assets was 5.35% in the fourth
quarter of 2008, down 130 basis points from 6.65% in the year-earlier quarter. The rate paid on interest-
bearing liabilities was 2.32% in the final quarter of 2008, 143 basis points lower than 3.75% in the fourth
quarter of 2007. The resulting net interest spread was 3.03% in the recent quarter, up 13 basis points
from 2.90% in the similar quarter of 2007. That improvement was largely due to market volatility in the
fourth quarter resulting in divergence in the spread between the Federal Funds rate and LIBOR, wherein
rates paid by M&T on certain short-term borrowings and foreign office deposits declined more than rates
paid by M&T customers on certain variable-rate loans. The contribution of net interest-free funds to the
Company’s net interest margin was .34% in the last 2008 quarter, down from .55% in the year-earlier
quarter. That decline reflects the impact of lower interest rates on interest-bearing liabilities used to value
such contribution. As a result, the Company’s net interest margin narrowed to 3.37% in the recent
quarter from 3.45% in the fourth quarter of 2007.

The provision for credit losses rose to $151 million during the three-month period ended
December 31, 2008 from $101 million in the year-earlier period. The higher level of the provision reflects
changes in the loan portfolio, the impact of declining residential real estate valuations and higher
delinquencies and charge-offs of residential real estate loans, declining real estate values related to
residential real estate builder and developer loan collateral, and the impact of the recession being
experienced by the U.S. economy. Net charge-offs of loans were $144 million in 2008’s final three
months, representing an annualized 1.17% of average loans and leases outstanding, compared with
$53 million or .46% during the final quarter of 2007. Net charge-offs included: residential real estate
loans of $19 million in the recent quarter, compared with $10 million a year earlier when the Company’s
charge-off procedure was changed; loans to builders and developers of residential properties of $26 mil-
lion, up from $4 million a year earlier; other commercial real estate loans of $3 million, compared with
$1 million in 2007’s final quarter; commercial loans of $61 million, up from $9 million in 2007; and
consumer loans of $35 million, compared with $29 million in the prior year fourth quarter.



Other income totaled $241 million in the recent quarter, up 50% from $160 million in the year-
earlier quarter. That improvement resulted from the $127 million other-than-temporary impairment
charge in 2007’s fourth quarter related to collateralized debt obligations held in the Company’s available-
for-sale investment securities portfolio, compared with $24 million of other-than-temporary impairment
charges in the final quarter of 2008. Excluding those charges, other income was $265 million, down 8%
from $288 million in the year-earlier quarter. That decline was due to a decrease of $23 million related to
M&T’s pro-rata portion of the operating results of BLG. In addition, higher mortgage banking and
brokerage services revenues in the recent quarter were offset by lower trust income and trading account
and foreign exchange gains.

Other expense in the fourth quarter of 2008 totaled $447 million, compared with $445 million in
the year-earlier quarter. Included in such amounts are expenses considered to be “nonoperating” in
nature consisting of amortization of core deposit and other intangible assets of $16 million in each of the
final quarters of 2008 and 2007, and merger-related expenses of $15 million in the fourth quarter of
2007. Exclusive of these nonoperating expenses, noninterest operating expenses were $431 million in the
recently completed quarter, up 4% from $415 million in the last quarter of 2007. Higher costs for salaries
and occupancy, and a higher addition of $17 million to the valuation allowance for capitalized residential
mortgage servicing rights were the leading contributors to that rise in operating expenses, partially offset
by the fourth quarter 2007 Visa litigation charge of $23 million. The Company’s efficiency ratio during
the fourth quarter of 2008 and 2007 was 57.0% and 54.3%, respectively. Table 24 includes a reconciliation
of other expense to noninterest operating expense for each of the quarters of 2008 and 2007.

Segment Information

In accordance with the provisions of SFAS No. 131, “Disclosures About Segments of an Enterprise and
Related Information,” the Company’s reportable segments have been determined based upon its internal
profitability reporting system, which is organized by strategic business unit. Certain strategic business
units have been combined for segment information reporting purposes where the nature of the products
and services, the type of customer, and the distribution of those products and services are similar. The
reportable segments are Business Banking, Commercial Banking, Commercial Real Estate, Discretionary
Portfolio, Residential Mortgage Banking, and Retail Banking.

The financial information of the Company’s segments was compiled utilizing the accounting
policies described in note 22 of Notes to Financial Statements. The management accounting policies and
processes utilized in compiling segment financial information are highly subjective and, unlike financial
accounting, are not based on authoritative guidance similar to GAAP. As a result, reported segments and
the financial information of the reported segments are not necessarily comparable with similar informa-
tion reported by other financial institutions. Furthermore, changes in management structure or allocation
methodologies and procedures may result in changes in reported segment financial data. Financial
information about the Company’s segments is presented in note 22 of Notes to Financial Statements.

The Business Banking segment provides a wide range of services to small businesses and
professionals through the Company’s branch network, business banking centers and other delivery
channels such as telephone banking, Internet banking and automated teller machines within markets
served by the Company. Services and products offered by this segment include various business loans and
leases, including loans guaranteed by the Small Business Administration, business credit cards, deposit
products, and financial services such as cash management, payroll and direct deposit, merchant credit
card and letters of credit. The Business Banking segment’s net income for 2008 was $120 million, down
10% from $133 million earned in 2007. That decline was mainly due to a $15 million increase in the
provision for credit losses, the result of higher net loan charge-offs, and higher noninterest expenses of
$12 million, reflecting higher personnel costs. Partially offsetting those unfavorable factors was a
$5 million increase in fees earned for providing deposit account services. This segment’s net income
totaled $128 million in 2006. The rise in net income in 2007 as compared with 2006 was largely the
result of a $15 million increase in net interest income, attributable to a 38 basis point widening of the
deposit net interest margin, and higher deposit account service fees of $3 million. Those factors were
partially offset by $4 million increases in each of personnel costs and the provision for credit losses.
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The Commercial Banking segment provides a wide range of credit products and banking services
for middle-market and large commercial customers, mainly within the markets served by the Company.
Services provided by this segment include commercial lending and leasing, letters of credit, deposit
products, and cash management services. For the year ended December 31, 2008, the Commercial
Banking segment contributed net income of $213 million, compared with $217 million in 2007. Factors
contributing to the slight decline in net income included a $65 million increase in the provision for
credit losses, due to higher net charge-offs of loans, and higher noninterest expenses of $22 million,
largely the result of increased personnel costs. Those increased costs were offset, in part, by a $51 million
rise in net interest income, primarily the result of a $2.0 billion increase in average loan balances
outstanding, and a $28 million increase in noninterest income resulting from higher fees of $14 million
for providing credit-related services, a $9 million increase in deposit service fees, and a $3 million
increase in income from providing credit card and merchant-related services. This segment recorded net
income of $214 million in 2006. The improvement in 2007 as compared with 2006 was due to higher net
interest income of $9 million, attributable to a $875 million increase in average loan balances outstand-
ing, offset, in part, by a 33 basis point narrowing of the net interest margin, and increased fee income
received for providing corporate advisory and loan syndication services of $5 million and $2 million,
respectively. Largely offsetting those favorable factors were a $6 million rise in the provision for credit
losses, mainly attributable to loan growth, and higher personnel costs of $5 million.

The Commercial Real Estate segment provides credit and deposit services to its customers. Real
estate securing loans in this segment is generally located in the New York City metropolitan area, upstate
New York, Pennsylvania, Maryland, the District of Columbia, Delaware, Virginia, West Virginia, and the
northwestern portion of the United States. Commercial real estate loans may be secured by apartment/
multifamily buildings; office, retail and industrial space; or other types of collateral. Activities of this
segment also include the origination, sales and servicing of commercial real estate loans through the
Fannie Mae DUS program and other programs. The Commercial Real Estate segment recorded net
income of $164 million in 2008, up 11% from $148 million in 2007. That improvement resulted
primarily from a $31 million increase in net interest income, largely due to a $1.8 billion increase in
average loan balances outstanding and higher average deposit balances of $189 million, and a $13 million
increase in commercial mortgage banking revenues. Those positive factors were offset, in part, by an
$11 million increase in the provision for credit losses, mainly due to higher net charge-offs of loans, and
an increase in personnel costs of $10 million, due largely to higher incentive compensation related to
increased volumes of commercial real estate loans. Net income in 2006 for the Commercial Real Estate
segment aggregated $147 million. As compared with 2006, a rise in net interest income in 2007 of
$8 million was largely offset by a higher provision for credit losses of $5 million and a $2 million increase
in personnel costs. The higher net interest income resulted from a $504 million increase in average loan
balances outstanding, net of a 10 basis point narrowing of the net interest margin associated with such
balances.

The Discretionary Portfolio segment includes investment and trading securities, residential mort-
gage loans, and other assets; short-term and long-term borrowed funds; brokered certificates of deposit
and interest rate swap agreements related thereto; and offshore branch deposits. This segment also
provides foreign exchange services to customers. Included in the assets of the Discretionary Portfolio
segment are the investment securities for which the Company has recognized other-than-temporary
impairment charges in each of the last two years and the portfolio of Alt-A mortgage loans that were
transferred to this segment in 2007. Prior to that transfer, such loans were included in the Residential
Mortgage Banking segment. The Discretionary Portfolio segment incurred net losses of $48 million and
$7 million in 2008 and 2007, respectively. Contributing to the higher net loss in 2008 as compared with
2007 were net losses on investment securities totaling $181 million in 2008, compared with $126 million
in 2007. Included in those losses were other-than-temporary impairment charges of $182 million in 2008
and $127 million in 2007. The 2008 impairment charges include $153 million on the preferred stock
issuances of Fannie Mae and Freddie Mac, $18 million on certain private collateralized mortgage
obligations and $11 million on collateralized debt obligations backed by bank trust preferred securities.
The $127 million impairment charge recorded in 2007 related to collateralized debt obligations backed by
sub-prime residential mortgage securities. The following factors also contributed to the higher net loss



recorded in 2008: a $41 million increase in the provision for credit losses, resulting largely from higher
net charge-offs of Alt-A loans; higher foreclosure-related costs of $13 million; a $6 million increase in the
valuation allowance for capitalized mortgage servicing rights; and a $4 million increase in costs incurred
for professional services. Partially offsetting those unfavorable factors was a $55 million rise in net interest
income, primarily the result of a 21 basis point widening of the net interest margin on investment
securities, and a 23% increase in the average balances of investment securities, reflecting purchases of
residential mortgage-backed securities during the first quarter of 2008, the full-year impact of third
quarter 2007 purchases of approximately $800 million of collateralized mortgage obligations and other
mortgage-backed securities, and the impact of the late-2007 and 2008 securitization transactions. Net
income for this segment totaled $96 million in 2006. The main factors resulting in the unfavorable
performance in 2007 as compared with 2006 was the previously mentioned $127 million other-than-
temporary impairment charge related to collateralized debt obligations, a $26 million increase in the
provision for credit losses, primarily resulting from increased loan balances and higher net charge-offs of
Alt-A mortgage loans, and a $13 million gain recognized in 2006 resulting from the accelerated
recognition of a purchase accounting premium related to the call of an FHLB borrowing assumed in a
previous acquisition.

The Residential Mortgage Banking segment originates and services residential mortgage loans and
sells substantially all of those loans in the secondary market to investors or to the Discretionary Portfolio
segment. This segment also originates and services loans to developers of residential real estate properties.
In addition to the geographic regions served by or contiguous with the Company’s branch network, the
Company maintains mortgage loan origination offices in several states throughout the western United
States. The Company also periodically purchases the rights to service mortgage loans. Residential
mortgage loans held for sale are included in this segment. As already noted, in the first quarter of 2007,
$883 million of Alt-A mortgage loans previously included in this segment’s held-for-sale portfolio were
transferred to the Discretionary Portfolio segment. The Residential Mortgage Banking segment incurred a
net loss of $48 million in 2008, compared with net income of $13 million in 2007. The main factor
contributing to the net loss in 2008 was the continued deterioration of the residential real estate market,
including the valuation of residential real estate, which resulted in a $100 million increase to this
segment’s provision for credit losses that was attributable predominately to a significant rise in net
charge-offs of loans to builders and developers of residential real estate properties. Also contributing to
the unfavorable performance of this segment was a $15 million decrease in net interest income, largely
due to lower average loan balances outstanding of $369 million and a 17 basis point narrowing of the net
interest margin associated with such loans, and a $10 million current year addition to the valuation
allowance for capitalized mortgage servicing rights, compared with a $4 million reduction of such
allowance in 2007. Partially offsetting those unfavorable factors was a $25 million increase in noninterest
revenues from residential mortgage banking activities, largely due to the impact of the $18 million loss
recorded in 2007 related to Alt-A mortgage loans and higher servicing revenues of $8 million in 2008.
Net income earned by the Residential Mortgage Banking segment in 2007 was 74% lower than the
$52 million recorded in 2006. That decline was primarily due to the significant deterioration of the
residential real estate market during 2007 which resulted in a $36 million decrease in residential mortgage
banking revenues earned by this segment. Contributing to the lower mortgage banking revenues were
lower gains from residential mortgage loan origination and sales activities of $28 million, predominantly
resulting from slimmer margins realized due to changes in market conditions, and the previously
mentioned $18 million loss recognized in 2007 related to Alt-A residential mortgage loans. Also
contributing to the unfavorable performance in 2007 as compared with 2006 were a $19 million decrease
in net interest income, largely due to a $451 million decline in average loan balances outstanding and a
25 basis point narrowing of the net interest margin on such loans, and a lower partial reversal of the
capitalized mortgage servicing rights valuation allowance of $6 million. Partially offsetting those unfavor-
able factors were higher mortgage servicing revenues of $10 million.

The Retail Banking segment offers a variety of services to consumers through several delivery
channels which include branch offices, automated teller machines, telephone banking and Internet
banking. The Company has branch offices in New York State, Pennsylvania, Maryland, Virginia, the
District of Columbia, West Virginia, Delaware and New Jersey. The Retail Banking segment also offers
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certain deposit products on a nationwide basis through the delivery channels of M&T Bank, N.A. Credit
services offered by this segment include consumer installment loans, student loans, automobile loans
(originated both directly and indirectly through dealers), and home equity loans and lines of credit. The
segment also offers to its customers deposit products, including demand, savings and time accounts;
investment products, including mutual funds and annuities; and other services. The Retail Banking
segment recorded net income of $250 million in 2008, 21% lower than the $316 million earned in 2007.
Contributing to the unfavorable performance as compared with 2007 were increases in: the provision for
credit losses of $38 million, due to higher net charge-offs of loans; personnel costs of $22 million,
reflecting merit increases and the impact of the late-2007 acquisitions; net occupancy expenses of

$12 million, largely the result of the 2007 acquisitions; and higher advertising and promotion costs of

$6 million. Another contributing factor in the decline in net contribution was lower net interest income
of $19 million, largely due to the narrowing of the net interest margins on deposits and loans of 34 basis
points and 14 basis points, respectively, offset, in part, by the impact of higher average deposit and loan
balances of $1.5 billion and $979 million, respectively. For the year ended December 31, 2006, the Retail
Banking segment recorded net income of $282 million. The 12% improvement in 2007 as compared with
2006 resulted from a $60 million increase in net interest income, primarily the result of a 30 basis point
increase in the deposit net interest margin, and higher service charges on deposit accounts of $25 million.
Partially offsetting those factors was a $20 million increase in the provision for credit losses, resulting
from higher average loan balances outstanding and net charge-offs, and a $4 million increase in
noninterest expenses, largely due to higher processing costs related to debit card transactions.

The “All Other” category reflects other activities of the Company that are not directly attributable
to the reported segments as determined in accordance with SFAS No. 131, such as the Company’s trust,
brokerage and insurance businesses. Also reflected in this category are the amortization of core deposit
and other intangible assets resulting from the acquisitions of financial institutions; M&T’s equity in the
earnings or losses of BLG; merger-related expenses resulting from acquisitions; and the net impact of the
Company’s allocation methodologies for internal funds transfer pricing and the provision for credit
losses. The various components of the “All Other” category resulted in net losses of $95 million,
$167 million and $80 million in 2008, 2007 and 2006, respectively. The lower net loss in 2008 as
compared with 2007 resulted from several factors, including a $40 million reduction of income tax
expense relating to the Company’s resolution in 2008 of certain tax issues related to its activities in
various jurisdictions during the years 1999-2007; the previously mentioned $33 million gain realized in
the first quarter of 2008 from the mandatory partial redemption of Visa stock; the impact from the
$23 million accrual recorded in the final quarter of 2007 related to Visa litigation and the subsequent
$15 million partial reversal of such accrual in the first quarter of 2008; lower merger-related costs
associated with the 2007 acquisition transactions of $11 million; and the favorable impact from the
Company’s allocation methodologies for internal transfers for funding charges and credits associated with
earning assets and interest-bearing liabilities of the Company’s reportable segments and the provision for
credit losses. Partially offsetting those favorable factors were a $32 million after-tax reduction of the
contribution from M&T’s investment in BLG, inclusive of interest expense to fund that investment, in
2008, compared with a similar $4 million reduction in 2007; higher personnel and professional services
costs of $15 million and $11 million, respectively, related to the business and support units included in
the “All Other” category; and a $6 million contribution to The M&T Charitable Foundation. The higher
net loss experienced in 2007 as compared with 2006 resulted from the unfavorable impact of the
Company’s allocation methodologies for internal transfers for funding charges and credits associated with
earning assets and interest-bearing liabilities of the Company’s reportable segments and the provision for
credit losses; the previously discussed $23 million charge related to Visa litigation; increases in personnel
and professional services costs of $19 million and $12 million, respectively, related to the business and
support units included in the “All Other” category; $15 million of merger-related expenses in 2007
associated with the fourth quarter acquisition transactions, compared with $5 million in 2006 for that
year’s June branch acquisition; a $4 million reduction of net income resulting from M&T’s investment in
BLG (inclusive of interest expense to fund that investment); and a higher charge for the amortization of
core deposit and other intangible assets. The $18 million contribution made to The M&T Charitable



Foundation in 2006 partially offset those unfavorable factors. There were no contributions to that
foundation in 2007.

Recent Accounting Developments
Effective January 1, 2008, the Company adopted SFAS No. 157, “Fair Value Measurements,” for fair value
measurements of certain of its financial instruments. The provisions of SFAS No. 157 that pertain to
measurement of non-financial assets and liabilities have been deferred by the FASB until 2009.
SFAS No. 157 defines fair value, establishes a framework for measuring fair value in GAAP, and expands
disclosures about fair value measurements. SFAS No. 157 applies to fair value measurements required or
permitted under other accounting pronouncements, but does not require any new fair value measure-
ments. The definition of fair value is clarified by SFAS No. 157 to be the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. At December 31, 2008, approximately $2.5 billion or 29% of the Company’s
$8.7 billion of assets and liabilities measured using fair value measurements on a recurring basis were
classified as Level 3 valuations. The Level 3 classified assets and liabilities are primarily comprised of
available-for-sale privately issued mortgage-backed securities. Such securities have been classified as a
Level 3 valuation because of limited trading activities and less observable valuation inputs. Fair valuation
losses on Level 3 available-for-sale investment securities of $420 million were recognized during the year
ended December 31, 2008 as a reduction of other comprehensive income, with $24 million of other-than-
temporary impairment losses recognized through earnings. As previously disclosed, with the exception of
certain securities for which the Company recognized a $182 million other-than-temporary impairment
charge in 2008, as of December 31, 2008 the Company believed that it was not probable that it would be
unable to collect all principal and interest payments on its portfolio of investment securities and,
therefore, the Company believed that the unrealized losses on those securities were temporary. Neverthe-
less, as previously noted, the Company closely monitors the repayment performance of investment
securities and underlying collateral on a regular basis and as a result of such monitoring it is possible
that additional investment securities could be identified as other-than-temporarily impaired in future
periods.

As a result of market inactivity and a lack of observable valuation inputs, approximately
$2.2 billion of privately issued mortgage-backed securities in the Company’s available-for-sale investment
securities portfolio were transferred out of a Level 2 classification and into a Level 3 classification during
the third quarter of 2008. Offsetting the transfer into Level 3 were certain privately issued mortgage-
backed securities of Bayview Financial with a fair value of $298 million that were transferred from the
Company’s available-for-sale portfolio to its held-to-maturity portfolio during the quarter ended Septem-
ber 30, 2008, and thus are no longer measured at fair value. In October 2008, the FASB issued FASB Staff
Position FAS 157-3, “Determining the Fair Value of a Financial Asset When the Market for That Asset Is
Not Active” (“FSP 157-3”). FSP 157-3 was intended to clarify the application of SFAS No. 157 and
provides an example to illustrate considerations in determining the fair value of a financial asset when
the market for that financial asset is not active. FSP 157-3 allows for the use of the reporting entity’s own
assumptions about future cash flows and appropriately risk-adjusted discount rates when relevant
observable inputs are not available to determine the fair value for a financial asset in a dislocated market.
The Company considered the guidance provided by FSP 157-3 in its determination of the fair value of its
portfolio of privately issued mortgage-backed securities at December 31, 2008. Additionally, at that date
commitments to originate mortgage loans for sale with a net fair value gain of $8 million have been
classified as a Level 3 valuation. Approximately $31 million of fair value changes on commitments to
originate mortgage loans for sale were recognized in mortgage banking revenues during the year ended
December 31, 2008. Upon loan origination, the fair value of the derivative loan commitments becomes
part of the basis of the closed loans held for sale. Approximately $26 million of fair value was transferred
from Level 3 to Level 2 classification to reflect the closing of commitments into originated loans held for
sale during the year ended December 31, 2008. Information concerning fair value measurements and the
Company’s approach to and classification of such measurements is included in note 20 of Notes to
Financial Statements.
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In December 2007, the FASB issued a revised SFAS No. 141, “Business Combinations”

(“SFAS No. 141R”). SFAS No. 141R retains the fundamental requirements of SFAS No. 141 that the
acquisition method of accounting be used for all business combinations and for an acquirer to be
identified for each business combination. SFAS No. 141R defines the acquirer as the entity that obtains
control of one or more businesses in the business combination and establishes the acquisition date as the
date the acquirer achieves control. SFAS No. 141R retains the guidance in SFAS No. 141 for identifying
and recognizing intangible assets separately from goodwill. With limited exceptions, the statement
requires an acquirer to recognize the assets acquired, the liabilities assumed and any noncontrolling
interest in the acquiree at the acquisition date, measured at their fair value as of that date. That replaces
SFAS No. 141’s cost-allocation process, which required the cost of an acquisition to be allocated to the
individual assets acquired and liabilities assumed based on their estimated fair values. As a result, certain
acquisition-related costs previously included in the cost of an acquisition will be required to be expensed
as incurred. In addition, certain restructuring costs previously recognized as if they were an assumed
liability from an acquisition will be required to be expensed. SFAS No. 141R also requires the acquirer in
a business combination achieved in stages (sometimes referred to as a step acquisition) to recognize the
identifiable assets and liabilities, as well as the noncontrolling interest in the acquiree, at the full amounts
of their fair values. SFAS No. 141R also requires an acquirer to recognize assets acquired and liabilities
assumed arising from contractual contingencies as of the acquisition date, measured at their acquisition-
date fair values. An acquirer is required to recognize assets or liabilities arising from noncontractual
contingencies as of the acquisition date, measured at their acquisition-date fair values, only if it is more
likely than not that they meet the definition of an asset or a liability in FASB Concepts Statement No. 6,
“Elements of Financial Statements.” SFAS No. 141R requires an acquirer to recognize goodwill as of the
acquisition date measured as a residual, which in most types of business combinations will result in
measuring goodwill as the excess of the consideration transferred plus the fair value of any noncontrolling
interest in the acquiree at the acquisition date over the fair value of the identifiable net assets acquired.
SFAS No. 141R also eliminates the recognition of a separate valuation allowance, such as an allowance for
credit losses, as of the acquisition date for assets acquired in a business combination that are measured at
their acquisition-date fair values because the effects of uncertainty about future cash flows should be
included in the fair value measurement of those assets. SFAS No. 141R should be applied prospectively to
business combinations for which the acquisition date is on or after the beginning of the first annual
reporting period beginning on or after December 15, 2008. Earlier adoption is prohibited. The Company
believes that the adoption of SFAS No. 141R will significantly impact its accounting for any acquisitions
it may consummate in 2009 and beyond, including its announced transaction to acquire Provident in a
stock-for-stock transaction expected to close during the second quarter of 2009.

Also in December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated
Financial Statements — an amendment of ARB No. 51.” A noncontrolling interest, sometimes called a
minority interest, is a portion of equity in a subsidiary not attributable, directly or indirectly, to a parent.
SFAS No. 160 requires that the ownership interest in subsidiaries held by parties other than the parent be
clearly identified, labeled and presented in the consolidated statement of financial position within equity,
but separate from the parent’s equity. The amount of consolidated net income attributable to the parent
and to the noncontrolling interest is required to be clearly identified and presented on the face of the
consolidated statement of income. SFAS No. 160 also requires entities to provide disclosures that clearly
identify and distinguish between the interests of the parent and the interests of the noncontrolling
owners. SFAS No. 160 should be applied prospectively as of the beginning of a fiscal year beginning on
or after December 15, 2008. Earlier adoption is prohibited. The Company does not anticipate that the
adoption of SFAS No. 160 will have a significant impact on the reporting of its financial position or
results of its operations.

In February 2008, the FASB issued FASB Staff Position FAS 140-3, “Accounting for Transfers and
Servicing of Financial Assets and Extinguishment of Liabilities” (“FSP 140-3”). FSP 140-3 was issued to
provide guidance on accounting for a transfer of a financial asset and repurchase financing. FSP 140-3
presumes that an initial transfer of a financial asset and a repurchase financing are considered part of the
same arrangement (“linked transaction”) under SFAS No. 140, “Accounting for Transfers and Servicing of
Financial Assets and Extinguishments of Liabilities.” However, if certain criteria are met, the initial



transfer and repurchase financing should not be evaluated as a linked transaction and should be evaluated
separately under SFAS No. 140. FSP 140-3 is effective for financial statements issued for fiscal years
beginning after November 15, 2008 and interim periods within those fiscal years. Earlier application is
not permitted. FSP 140-3 should be applied prospectively to initial transfers and repurchase financings
for which the initial transfer is executed on or after the beginning of the fiscal year for which FSP 140-3
is effective. The Company does not believe that the adoption of FSP 140-3 will have a material impact on
its financial position or results of operations.

The FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging Activ-
ities,” in March 2008. SFAS No. 161 requires enhanced disclosures about an entity’s derivative and
hedging activities including (a) how and why an entity uses derivative instruments, (b) how derivative
instruments and related hedging items are accounted for under SFAS No. 133, “Accounting for Derivative
Instruments and Hedging Activities,” and its related interpretations, and (c) how derivative instruments
and related hedged items affect an entity’s financial position, financial performance and cash flows.

SFAS No. 161 is effective for financial statements issued for fiscal years and interim periods beginning
after November 15, 2008, with earlier application encouraged. The Company intends to comply with the
disclosure requirements of SFAS No. 161.

In December 2008, the FASB issued FSP FAS 132(R)-1, “Employers’ Disclosures about Postretire-
ment Benefit Plan Assets” (“FSP 132R-17). FSP 132R-1 was issued to provide guidance on an employer’s
disclosures about plan assets of a defined benefit pension or other postretirement plan. FSP 132R-1
requires an employer to disclose information about how investment allocation decisions are made,
including factors that are pertinent to an understanding of investment policies and strategies. An
employer will also need to disclose separately for pension plans and other postretirement benefit plans
the fair value of each major category of plan assets based on the nature and risks of the assets as of each
annual reporting date for which a statement of financial position is presented. FSP 132R-1 also requires
the disclosure of information that enables financial statement users to assess the inputs and valuation
techniques used to develop fair value measurements of plan assets at the annual reporting date. For fair
value measurements using significant unobservable inputs (Level 3), an employer will be required to
disclose the effect of the measurements on changes in plan assets for the period. Furthermore, an
employer is required to provide financial statement users with an understanding of significant concentra-
tions of risk in plan assets. FSP 132R-1 should be applied for fiscal years ending after December 15, 2009.
Upon initial application, the provisions of FSP 132R-1 are not required for earlier periods that are
presented for comparative purposes. Earlier application is permitted. The Company is still evaluating the
provisions of FSP 132R-1 and intends to comply with its disclosure requirements.

In January 2009, the FASB issued FSP EITF 99-20-1, “Amendments to the Impairment Guidance
of EITF Issue No. 99-20” (“FSP 99-20-1”). FSP 99-20-1 amends the impairment guidance in EITF Issue
No. 99-20, “Recognition of Interest Income and Impairment on Purchased Beneficial Interests and
Beneficial Interests That Continue to Be Held by a Transferor in Securitized Financial Assets.” The FASB
stated that the objective of FSP 99-20-1 was to achieve more consistent determination of whether an
other-than-temporary impairment has occurred. An entity with beneficial interests within the scope of
FSP 99-20-1 is no longer required to solely consider market participant assumptions when evaluating
cash flows for an adverse change that would be indicative of other-than-temporary impairment.

FSP 99-20-1 also retains and emphasizes the objective of an other-than-temporary impairment assessment
and the related disclosure requirements of SFAS No. 115, “Accounting for Certain Investments in Debt
and Equity Securities” and other related guidance. FSP 99-20-1 should be applied prospectively for
interim and annual reporting periods ending after December 15, 2008. Retrospective application to a
prior interim or annual reporting period is not permitted. The Company has complied with the
provisions of FSP 99-20-1, which had no incremental impact on its results of operations or financial
position as of December 31, 2008.

In June 2008, the FASB issued FASB Staff Position EITF 03-6-1, “Determining Whether Instru-
ments Granted in Share-Based Payment Transactions Are Participating Securities” (“FSP 03-6-17).

FSP 03-6-1 was issued to specify that unvested share-based payment awards that contain nonforfeitable
rights to dividends or dividend equivalents (whether paid or unpaid) are participating securities and shall
be included in the computation of earnings per share pursuant to the two-class method. FSP 03-6-1 is
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effective for financial statements issued for fiscal years beginning after December 15, 2008 and interim
periods within those years. In January 2009, the Company issued a significant portion of its annual
stock-based compensation awards in the form of restricted stock and restricted stock units, which are
considered participating securities under FSP 03-6-1. Beginning for the quarter ending March 31, 2009,
the Company’s earnings per share will be presented using the two-class method.

Forward-Looking Statements

Management’s Discussion and Analysis of Financial Condition and Results of Operations and other
sections of this Annual Report contain forward-looking statements that are based on current expecta-
tions, estimates and projections about the Company’s business, management’s beliefs and assumptions
made by management. These statements are not guarantees of future performance and involve certain
risks, uncertainties and assumptions (“Future Factors”) which are difficult to predict. Therefore, actual
outcomes and results may differ materially from what is expressed or forecasted in such forward-looking
statements.

Future Factors include changes in interest rates, spreads on earning assets and interest-bearing
liabilities, and interest rate sensitivity; prepayment speeds, loan originations, credit losses and market
values on loans, collateral securing loans and other assets; sources of liquidity; common shares outstand-
ing; common stock price volatility; fair value of and number of stock-based compensation awards to be
issued in future periods; legislation affecting the financial services industry as a whole, and M&T and its
subsidiaries individually or collectively, including tax legislation; regulatory supervision and oversight,
including monetary policy and required capital levels; changes in accounting policies or procedures as
may be required by the FASB or other regulatory agencies; increasing price and product/service
competition by competitors, including new entrants; rapid technological developments and changes; the
ability to continue to introduce competitive new products and services on a timely, cost-effective basis;
the mix of products/services; containing costs and expenses; governmental and public policy changes;
protection and validity of intellectual property rights; reliance on large customers; technological, imple-
mentation and cost/financial risks in large, multi-year contracts; the outcome of pending and future
litigation and governmental proceedings, including tax-related examinations and other matters; continued
availability of financing; financial resources in the amounts, at the times and on the terms required to
support M&T and its subsidiaries’ future businesses; and material differences in the actual financial
results of merger, acquisition and investment activities compared with M&T’s initial expectations,
including the full realization of anticipated cost savings and revenue enhancements.

These are representative of the Future Factors that could affect the outcome of the forward-
looking statements. In addition, such statements could be affected by general industry and market
conditions and growth rates, general economic and political conditions, either nationally or in the states
in which M&T and its subsidiaries do business, including interest rate and currency exchange rate
fluctuations, changes and trends in the securities markets, and other Future Factors.



Table 23

QUARTERLY TRENDS

2008 Quarters 2007 Quarters
Fourth Third Second First Fourth Third Second First

Earnings and dividends
Amounts in thousands, except per share

Interest income (taxable-equivalent basis) . . ... ... ......... $779,468 $806,614 $823,425 $889,945 $918,200 $898,126 $883,148 $866,172
Interest €Xpense. . . . . . . ..ot 288,426 313,115 330,942 405,312 442,364 425,326 416,264 410,622
Net interest income . . . ... ... ... e 491,042 493,499 492,483 484,633 475,836 472,800 466,884 455,550
Less: provision for credit losses . . .. ................... 151,000 101,000 100,000 60,000 101,000 34,000 30,000 27,000
Otherincome . . . ... ... ... .. i 241,417 113,717 271,182 312,663 160,490 252,899 283,117 236,483
Less: other expense . . . . ... oottt 446,819 434,763 419,710 425,704 445,473 390,528 392,651 399,037
Income before income taxes . ... ..................... 134,640 71,453 243,955 311,592 89,853 301,171 327,350 265,996
Applicable income taxes (benefit) . .. ... ....... ... . ..... 27,432 (24,992) 77,839 103,613 19,297 96,872 108,209 84,900
Taxable-equivalent adjustment . . . . . ......... ... ....... 4,967 5,260 5,851 5,783 5,626 5,112 4,972 5,123
Net income . . . ..o e e $102,241  $ 91,185 $160,265 $202,196 $ 64,930 $199,187 $214,169 $175,973
Per common share data

Basicearnings . .. .. .. .. ... ... $ 92 $ 83 $ 145 $§ 184 $ 60 $ 18 $ 198 $ 1.60

Diluted earnings . . . ... ... ... ... Lo 92 .82 1.44 1.82 .60 1.83 1.95 1.57

Cashdividends. . ... ... ... .. . . $ 70§ 70§ 70§ 70§ 70§ 70§ 60 § .60
Average common shares outstanding

Basic . . .. 110,370 110,265 110,191 110,017 107,859 107,056 107,939 109,694

Diluted ... ... ... ... 110,620 110,807 111,227 110,967 109,034 108,957 109,919 112,187
Performance ratios, annualized
Return on

AVErage asselS. . . . v vt i .63% .56% .98% 1.25% A42% 1.37% 1.49% 1.25%

Average common stockholders’ equity . . . . ... ... . L. 6.41% 5.66% 9.96%  12.49% 4.05%  12.78%  13.92%  11.38%
Net interest margin on average earning assets (taxable-equivalent

DaSIS) . v v e e 3.37% 3.39% 3.39% 3.38% 3.45% 3.65% 3.67% 3.64%
Nonaccrual loans to total loans and leases, net of unearned

discount . . . ... 1.54% 1.41% 1.16% 97% .90% .80% .64% .60%
Efficiency ratio(a). . . . ... ... L 59.11%  57.24%  54.57%  55.27%  56.39%  53.80%  52.37%  57.75%
Net operating (tangible) results(b)
Net operating income (in thousands). . . .. ............... $111,784 $100,809 $170,361 $215,597 $ 83,719 $208,749 $224,190 $187,162
Diluted net operating income per common share . . .......... 1.00 91 1.53 1.94 77 1.92 2.04 1.67
Annualized return on

Average tangible assets . . .. ... ... ... L. 72% .65% 1.10% 1.41% 57% 1.51% 1.65% 1.40%

Average tangible common stockholders’ equity. . . . ... ... ... 15.01%  13.17%  22.20%  27.86%  10.49%  26.80%  29.35%  24.11%
Efficiency ratio(a). . . . . ... ... 57.03%  55.16%  52.41%  52.85%  54.30% 51.64%  50.18%  55.09%

Balance sheet data
In millions, except per share
Average balances

Total @sSets(C) . . v v v v i e $ 64,942 $ 64,997 §$ 65,584 §$ 65015 $ 61,549 §$ 57,862 $ 57,523 $ 57,207
Total tangible assets(c) . ... ....... ... ... ... ... ... 61,584 61,627 62,201 61,614 58,355 54,766 54,415 54,085
Earningassets . . .......... ... ... 57,919 57,971 58,465 57,713 54,765 51,325 50,982 50,693
Investment securities . . . . . . ... .. it 8,894 9,303 8,770 8,924 7,905 7,260 6,886 7,214
Loans and leases, net of unearned discount. . . ... ......... 48,810 48,477 49,522 48,575 46,055 43,750 43,572 43,114
Deposits . . . oo 40,447 39,503 39,711 39,999 38,565 36,936 37,048 37,966
Common stockholders’ equity(c) . . . ... ............... 6,299 6,415 6,469 6,513 6,360 6,186 6,172 6,270
Tangible common stockholders’ equity(c). . . .. ........... 2,941 3,045 3,086 3,112 3,166 3,090 3,064 3,148
At end of quarter
Total @sSets(C) . . v v v v v i e $ 65816 $ 65247 §$ 65,893 $ 66,086 $ 64,876 $ 60,008 $ 57,869 $ 57,842
Total tangible assets(c) . ... ....... ... ... ... . ... ... 62,464 61,883 62,517 62,696 61,467 56,919 54,767 54,727
Earningassets . ... ........ ... .. ..., 57,107 57,430 57,949 58,030 57,163 53,267 51,131 51,046
Investment securities . . . . . . ... .. it 7,919 8,433 8,659 8,676 8,962 8,003 6,982 7,028
Loans and leases, net of unearned discount. . . ... ......... 49,000 48,694 49,115 49,279 48,022 44,778 43,744 43,507
Deposits . . o v oo 42,581 42,501 41,926 41,533 41,266 38,473 39,419 38,938
Common stockholders’ equity(c) . . . ... ............... 6,217 6,417 6,519 6,488 6,485 6,238 6,175 6,253
Tangible common stockholders’ equity(c). . . .. ........... 2,865 3,053 3,143 3,098 3,076 3,149 3,073 3,138
Equity per common share . . . ........... .. .. ... ..., 56.29 58.17 59.12 58.92 58.99 58.40 57.59 57.32
Tangible equity per common share. . . .. ............... 25.94 27.67 28.50 28.14 27.98 29.48 28.66 28.77
Market price per common share
High ... ... . $ 9950 §$ 10853 § 9838 § 94.03 $ 108.32 $ 115.81 §$ 114.33 §$ 125.13
Low . . e 52.20 53.61 69.90 70.49 77.39 97.26 104.00 112.05
Closing . . ... i it e 57.41 89.25 70.54 80.48 81.57 103.45 106.90 115.83

(a) Excludes impact of merger-related expenses and net securities transactions.

(b) Excludes amortization and balances related to goodwill and core deposit and other intangible assets and merger-related expenses which, except in the calculation
of the efficiency ratio, are net of applicable income tax effects. A reconciliation of net income and net operating income appears in Table 24.

(c) The difference between total assets and total tangible assets, and common stockholders’ equity and tangible common stockholders’ equity, represents goodwill,
core deposit and other intangible assets, net of applicable deferred tax balances. A reconciliation of such balances appears in Table 24.
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Table 24

RECONCILIATION OF QUARTERLY GAAP TO NON-GAAP MEASURES

Income statement data

In thousands, except per share

Net income

Netincome . ..........ouuiiieenenn..

Amortization of core deposit and other
intangible assets(a) . . . ... ... ... ...

Merger-related expenses(a) ... ............

Net operating income . .................

Earnings per common share

Diluted earnings per common share . . . . ... ..

Amortization of core deposit and other
intangible assets(a). . . ... ... .. ...

Merger-related expenses(a) . . .............

Diluted net operating earnings per common
share ...

Other expense

Other expense . ..............c..o....

Amortization of core deposit and other
intangible assets. . . .. ...... ... ... ...

Merger-related expenses . . .. .............

Noninterest operating expense. . . .. ........

Merger-related expenses

Salaries and employee benefits. . . .. ........
Equipment and net occupancy. . . ..........
Printing, postage and supplies . . . .. ........
Other costs of operations . . . . ............

Balance sheet data

In millions

Average assets

Average assets. . . .. ...
Goodwill . . ...... ... .
Core deposit and other intangible assets . . . . ..
Deferred taxes. . .. ............. .. .....

Average tangible assets . .. .............

Average common equity

Average common equity . . .. .......... ...
Goodwill . .. ... ...
Core deposit and other intangible assets . . . . ..
Deferred taxes. . . . .......... .

Average tangible common equity . ........

At end of quarter

Total assets

Total assets. . .. ............ ... ... ..
Goodwill . .. ... .. L
Core deposit and other intangible assets . . . . ..
Deferred taxes. . . . ..o oot it i

Total tangible assets . .. ...............
Total common equity
Total common equity. ... ...............
Goodwill . . ........ ... ... L
Core deposit and other intangible assets . . . . . .
Deferred taxes. . . .....................

Total tangible common equity . ..........

(a) After any related tax effect.

2008 Quarters

2007 Quarters

Fourth Third Second First Fourth Third Second First
$102,241 $ 91,185 $160,265 $202,196 $ 64,930 $199,187 $214,169 $175,973
9,543 9,624 10,096 11,241 9,719 9,562 10,021 11,189
— — — 2,160 9,070 — — —
$111,784 $100,809 $170,361 $215,597 $ 83,719 $208,749 $224,190 $187,162
$ 92 $ 82 $ 144 $ 182 $ 60 $ 183 $ 195 $ 157
.08 .09 .09 .10 .09 .09 .09 .10
— — — .02 .08 — — —
$ 100 $ 91 $§ 153 $§ 194 § 77 $ 192 $ 204 $ 167
$446,819 $434,763 $419,710 $425,704 $445,473 $390,528 $392,651 $399,037
(15,708)  (15,840) (16,615) (18,483) (15,971) (15,702) (16,457) (18,356)
— — — (3,547) (14,887) — — —
$431,111 $418,923 $403,095 $403,674 $414,615 $374,826 $376,194 $380,681
$ — — $ — $ 62 $ 1,333 $ — — $ —
— — — 49 238 — — —
— — — 367 1,474 — — —
— — 3,069 11,842 — — —
$ — $ — $ — § 3,547 $ 14,887 $ — $ — $ —
$ 64,942 $ 64,997 $ 65,584 $ 65,015 $ 61,549 $ 57,862 $ 57,523 $ 57,207
(3,192) (3,192) (3,192) (3,196) (3,006) (2,909) (2,909) (2,909)
(191) (206) (222) (239) (213) (208) (223) (241)
25 28 31 34 25 21 24 28
$ 61,584 $ 61,627 $ 62,201 $ 61,614 $ 58,355 §$ 54,766 $ 54,415 $ 54,085
$ 629 $ 6415 $ 6469 $ 6513 $ 6360 $ 6,186 $ 6,172 $ 6,270
(3,192) (3,192) (3,192) (3,196) (3,006) (2,909) (2,909) (2,909)
(191) (206) (222) (239) (213) (208) (223) (241)
25 28 31 34 25 21 24 28
$ 2941 $ 3,045 $ 3,086 $ 3,112 $ 3,166 $ 3,090 $ 3,064 $ 3,148
$ 65,816 $ 65,247 $ 65893 $ 66,086 $ 64,876 $ 60,008 $ 57,869 $ 57,842
(3,192) (3,192) (3,192) (3,192) (3,196) (2,909) (2,909) (2,909)
(183) (199) (214) (230) (249) (200) (216) (232)
23 27 30 32 36 20 23 26
$ 62,464 $ 61,883 $ 62,517 $ 62,696 $ 61,467 $ 56,919 $ 54,767 $ 54,727
$ 6217 $ 6417 $ 6519 $ 6488 $ 6485 $ 6,238 $ 6,175 $ 6,253
(3,192) (3,192) (3,192) (3,192) (3,196) (2,909) (2,909) (2,909)
(183) (199) (214) (230) (249) (200) (216) (232)
23 27 30 32 36 20 23 26
$ 2865 $ 3,053 $ 3,143 $ 3,098 $ 3,076 $ 3,149 $ 3,073 $ 3,138




Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

Incorporated by reference to the discussion contained in Part II, Item 7, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” under the captions “Liquidity, Market Risk,
and Interest Rate Sensitivity” (including Table 20) and “Capital.”

Item 8. Financial Statements and Supplementary Data.

Financial Statements and Supplementary Data consist of the financial statements as indexed and
presented below and Table 23 “Quarterly Trends” presented in Part II, Item 7, “Management’s Discussion
and Analysis of Financial Condition and Results of Operations.”

Index to Financial Statements and Financial Statement Schedules

Report on Internal Control Over Financial Reporting . ......... .. ... ..., 94
Report of Independent Registered Public Accounting Firm. ... ....... .. .. ... . .. 95
Consolidated Balance Sheet — December 31, 2008 and 2007 . .. ..o vttt ittt e e 96
Consolidated Statement of Income — Years ended December 31, 2008, 2007 and 2006............... 97
Consolidated Statement of Cash Flows — Years ended December 31, 2008, 2007 and 2006............ 98
Consolidated Statement of Changes in Stockholders’ Equity — Years ended December 31, 2008,

2007 and 2006 . . . .ttt e 99
Notes to Financial Statements . .. ... ... ...t e 100
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Report on Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial
reporting at M&T Bank Corporation and subsidiaries (“the Company”). Management has assessed the
effectiveness of the Company’s internal control over financial reporting as of December 31, 2008 based
on criteria described in “Internal Control-Integrated Framework” issued by the Committee of Sponsoring
Organizations of the Treadway Commission. Based on that assessment, management concluded that the
Company maintained effective internal control over financial reporting as of December 31, 2008.

The consolidated financial statements of the Company have been audited by
PricewaterhouseCoopers LLP, an independent registered public accounting firm, that was engaged to
express an opinion as to the fairness of presentation of such financial statements. PricewaterhouseCoopers
LLP was also engaged to assess the effectiveness of the Company’s internal control over financial
reporting. The report of PricewaterhouseCoopers LLP follows this report.

M&T BANK CORPORATION

obad €. tuuhwman

RoBERT G. WILMERS
Chairman of the Board and Chief Executive Officer

W T

ReNE E JoNEs
Executive Vice President and Chief Financial Officer




Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of
M&T Bank Corporation

In our opinion, the consolidated financial statements listed in the accompanying index present fairly, in
all material respects, the financial position of M&T Bank Corporation and its subsidiaries (the
“Company”) at December 31, 2008 and 2007, and the results of its operations and its cash flows for each
of the three years in the period ended December 31, 2008 in conformity with accounting principles
generally accepted in the United States of America. Also in our opinion, the Company maintained, in all
material respects, effective internal control over financial reporting as of December 31, 2008, based on
criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO). The Company’s management is responsible for
these financial statements, for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting, included in the accompanying
Report on Internal Control Over Financial Reporting. Our responsibility is to express opinions on these
financial statements and on the Company’s internal control over financial reporting based on our
integrated audits. We conducted our audits in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan and perform the
audits to obtain reasonable assurance about whether the financial statements are free of material
misstatement and whether effective internal control over financial reporting was maintained in all
material respects. Our audits of the financial statements included examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, and evaluating the overall financial statement
presentation. Our audit of internal control over financial reporting included obtaining an understanding
of internal control over financial reporting, assessing the risk that a material weakness exists, and testing
and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our
audits also included performing such other procedures as we considered necessary in the circumstances.
We believe that our audits provide a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. A company’s internal
control over financial reporting includes those policies and procedures that (i) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles,
and that receipts and expenditures of the company are being made only in accordance with authoriza-
tions of management and directors of the company; and (iii) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets
that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk
that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

P uf

Buffalo, New York
February 23, 2009
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M&T BANK CORPORATION AND SUBSIDIARIES

Consolidated Balance Sheet

(Dollars in thousands, except per share)

Assets
Cash and due from banks . ...... ... ... . . .
Interest-bearing deposits at banks . ...... ... . .. i
Federal funds sold . . . ... .. i e
Agreements to resell securities . .. ... ...
Trading account. .. ... ... i e
Investment securities (includes pledged securities that can be sold or repledged
of $1,870,097 at December 31, 2008; $1,988,128 at December 31, 2007)
Available for sale (cost: $7,656,635 in 2008; $8,451,411 in 2007)............
Held to maturity (fair value: $394,752 in 2008; $78,250 in 2007) . ..........
Other (fair value: $583,176 in 2008; $506,388 in 2007). ... ........c..vu...

Total investment SECUTTHIES . . . v v vttt ittt e et ettt e et

Loans and 1eases . . ... ..ottt e
Unearned diSCOUNt. . . . .ottt et e e et e
Allowance for credit 10sses . . . . . .o o

Loans and 1eases, Net . . ..o v vttt

Premises and equipment . . ... ... ... . e
Goodwill . ..o
Core deposit and other intangible assets .. ............. ... .. .. .. .. ....
Accrued interest and other assets . .. ...t i e

Total @SSetS. . o v vttt e

Liabilities

Noninterest-bearing deposits . .. ...... ... .. i
NOW ACccoUnts ...ttt e e e
Savings deposits. . . .. vttt
Time deposits . . ..o e it e
Deposits at foreign office . . . .. ... e

Total deposits. . . oo v it e

Federal funds purchased and agreements to repurchase securities. . ...........
Other short-term borrowings. .. ........... .. . i
Accrued interest and other liabilities . ........ ... .. ... . ... . i ..
Long-term DOrTOWINGS . . . . vt vttt e e e e e

Total Habilities . . . .o oot e

Stockholders’ equity
Preferred stock, $1.00 par, 1,000,000 shares authorized, 600,000 shares issued and
outstanding in 2008 (liquidation preference $1,000 per share); none in 2007 . .
Common stock, $.50 par, 250,000,000 shares authorized, 120,396,611 shares
issued in 2008 and 2007. . . ...ttt e
Common stock issuable, 78,447 shares in 2008; 82,912 shares in 2007 . ........
Additional paid-in capital . ....... .. ..
Retained €arnings . ... ... .....ouueiiutnin e
Accumulated other comprehensive income (loss), net .....................
Treasury stock — common, at cost — 10,031,302 shares in 2008;
10,544,259 shares In 2007. . . . oottt e e e e e

Total stockholders’ equity. . ... .....oouit i
Total liabilities and stockholders’ equity . . ........ ... ... .. ... ......

See accompanying notes to financial statements.

96

December 31

2008

2007

$ 1,546,804

$ 1,719,509

10,284 18,431
21,347 48,038
90,000 —
617,821 281,244
6,850,193 8,379,169
485,838 76,441
583,176 506,338
7,919,207 8,961,998
49,359,737 48,352,262
(359,274) (330,700)
(787,904) (759,439)
48,212,559 47,262,123
388,855 370,765
3,192,128 3,196,433
183,496 248,556
3,633,256 2,768,542
$65,815,757  $64,875,639

$ 8,856,114

$ 8,131,662

1,141,308 1,190,161
19,488,918 15,419,357
9,046,937 10,668,581
4,047,986 5,856,427
42,581,263 41,266,188
970,529 4,351,313
2,039,206 1,470,584
1,364,879 984,353
12,075,149 10,317,945
59,031,026 58,390,383
567,463 —
60,198 60,198
4,617 4,776
2,897,907 2,848,752
5,062,754 4,815,585
(736,881) (114,822)
(1,071,327) (1,129,233)
6,784,731 6,485,256
$65,815,757  $64,875,639




M&T BANK CORPORATION AND SUBSIDIARIES

Consolidated Statement of Income

(In thousands, except per share) Year Ended December 31

2008 2007 2006
Interest income
Loans and leases, including fees. .. ................. ... ... $2,825,587  $3,155,967  $2,927,411
Deposits at banks . ........ ... .. . 109 300 372
Federal fundssold . ....... ... . i 254 857 1,670
Agreements to resell securities . .. ......... ... o oL 1,817 22,978 3,927
Trading account. . . ... .ottt e 1,469 744 2,446
Investment securities
Fullytaxable ....... ... . . . 438,409 352,628 363,401
Exempt from federal taxes . ............ ... . ... ... .. ... 9,946 11,339 14,866
Total interest INCOME . . o v v vt e et e e e e e e e e e 3,277,591 3,544,813 3,314,093
Interest expense
NOW accounts . ....ouiitiie ittt ettt e i e 2,894 4,638 3,461
Savings deposits. . . .ottt 248,083 250,313 201,543
Time deposits . ... ..ottt e 330,389 496,378 551,514
Deposits at foreign office. .. ...... ... ... . i L 84,483 207,990 178,348
Short-term borrowings . .......... ...ttt 142,627 274,079 227,850
Long-term borrowings. . .. ..ot 529,319 461,178 333,836
Total interest eXpense . . . ..o v v ittt i e 1,337,795 1,694,576 1,496,552
Net interest THCOME. . v v o v v et et et e et e et e e e 1,939,796 1,850,237 1,817,541
Provision for credit losses . ... 412,000 192,000 80,000
Net interest income after provision for credit losses . ........... 1,527,796 1,658,237 1,737,541
Other income
Mortgage banking revenues . . ......... .. .. i .. 156,012 111,893 143,181
Service charges on deposit accounts. . ...................... 430,532 409,462 380,950
Trust INCOME .+« v v v et e e e e e e e e e e e e e e e e e 156,149 152,636 140,781
Brokerage services inCome . . ... ..covvtvne e e enennnnn 64,186 59,533 60,295
Trading account and foreign exchange gains. .. ............... 17,630 30,271 24,761
Gain (loss) on bank investment securities ................... (147,751) (126,096) 2,566
Equity in earnings of Bayview Lending Group LLC ............ (37,453) 8,935 —
Other revenues from operations. .. ..................ou.... 299,674 286,355 293,318
Total other Income. . . ... oottt 938,979 932,989 1,045,852
Other expense
Salaries and employee benefits. . .. ...... ... ... . .. L L 957,086 908,315 873,353
Equipment and net occupancy. .. ...........c.oueiian... 188,845 169,050 168,776
Printing, postage and supplies . .. ....... ... ... . ... 35,860 35,765 33,956
Amortization of core deposit and other intangible assets .. ... ... 66,646 66,486 63,008
Other costs of Operations. . . ... ...vut et 478,559 448,073 412,658
Total other expense . ..........c..ciiiiiiinnn... 1,726,996 1,627,689 1,551,751
Income before taxes. . .o v oo vt i e 739,779 963,537 1,231,642
INncome taXes . . . vt i i ittt e e e 183,892 309,278 392,453
Net iMCOME. . . o vt e e e e e $ 555,887 $ 654,259 $ 839,189
Net income per common share
BasiC o oo $ 504 $ 6.05 $ 7.55
Diluted . ... . e 5.01 5.95 7.37

See accompanying notes to financial statements.
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M&T BANK CORPORATION AND SUBSIDIARIES

Consolidated Statement of Cash Flows

(In thousands)

Cash flows from operating activities

NetINCOME . . o o vttt et e e

Adjustments to reconcile net income to net cash provided by operating activities
Provision for credit losses . ... ... ... .
Depreciation and amortization of premises and equipment . . . .. ............. .. .. ...
Amortization of capitalized servicing rights . . . ......... ... .. o o o o o o o
Amortization of core deposit and other intangible assets. . . .. ....... ... ... L.
Provision for deferred income taxes . ... ......... ... e
Asset Write-dOWNS . . . . .o
Net gain on sales Of @sSets . . . . . ..ttt e
Net change in accrued interest receivable, payable . . .. ......... ... ... ... .. ... ...
Net change in other accrued income and expense . . ............... i,
Net change in loans originated forsale . . . ... ... ... ... ... ... . . . . L,
Net change in trading account assets and liabilities . .. .......... ... ... ... ... .....

Net cash provided by operating activities. . . . ............. ... ... .. . ..

Cash flows from investing activities
Proceeds from sales of investment securities
Available for sale . . . .. ..
Other . .o
Proceeds from maturities of investment securities
Available for sale . . . .. ... ..
Held tomaturity . . ... ..ot
Purchases of investment securities
Available for sale . . . .. ... e
Held to maturity . . . . . oot e
Other . . e
Net change in agreements to resell securities . . . .. .. .. ...t
Net increase in loans and leases . . . . .. ... vttt e
Other INVEStMENTS, Nt . . . . . o ot et e e e e e e e et e e e e e
Additions to capitalized servicing rights . . . . . .. ...
Capital expenditures, NEt . . . ... ...ttt
Acquisitions, net of cash acquired
Banks and bank holding companies . . . .. ... ...
Deposits and banking offices . . ......... ...
Other . .t e
Other, Det . . .t o e

Net cash used by investing activities . . . . . ..o oo v it

Cash flows from financing activities
Net increase (decrease) in deposits . . . ... ... .ottt
Net increase (decrease) in short-term borrowings . . . .. ...... ... ...
Proceeds from long-term borrowings. . . .. ... .
Payments on long-term borrowings. . . .. ...... ...
Purchases of treasury stock . . . ... ...
Dividends paid — cOmMMON. . . . . .o vttt e
Proceeds from issuance of preferred stock and warrants. . . .. ..... ... . L L.
Other, met . . . . .

Net cash provided (used) by financing activities . . . ........... ... ... ...

Net increase (decrease) in cash and cash equivalents. . .. .......... ... ... . ... ... ....
Cash and cash equivalents at beginning of year . . . .. ... ... ... o oo

Cash and cash equivalents at end of year . . . .. ... ... . . ...

Supplemental disclosure of cash flow information
Interest received during the year. . . . ... ... ... . .
Interest paid during the year . . . ..... ... . . . .
Income taxes paid during the year . ......... ... . ...
Supplemental schedule of noncash investing and financing activities
Real estate acquired in settlement of loans . .. ....... .. ... ... .
Securitization of residential mortgage loans allocated to
Available for sale investment securities . . . ... ........ ... i
Capitalized servicing rights. . . ... ... ..
Investment securities available for sale transferred to held to maturity. . . .................
Loans held for sale transferred to loans held for investment . ... ......................
Acquisitions
Common stock issued. . . ... ..
Fair value of
Assets acquired (noncash). . . .. oo
Liabilities assumed . . .. ...

See accompanying notes to financial statements.

Year Ended December 31

2008 2007 2006
$ 555887 $ 654,259 § 839,189
412,000 192,000 80,000
53,422 48,742 51,916
65,722 62,931 61,007
66,646 66,486 63,008
(17,020) (44,670) (68,249)
190,079 139,779 7,713
(24,961) (5,495) (12,915)
15,023 780 21,493
(201,402) (18,461) 58,707
471,543 305,138 (605,240)
41,477 (66,732) 43,234
1,628,416 1,334,757 539,863
57,843 40,160 110,501
115,207 19,361 42,300
1,908,725 2,184,773 1,701,402
92,343 46,781 95,951
(836,448)  (2,219,861) (675,737)
(198,418) (39,588) (59,814)
(191,995) (130,865) (31,749)
(90,000) 100,000 (100,000)
(2,873,642)  (4,074,220)  (1,827,918)
(35,649) (309,666) (21,314)
(24,349) (53,049) (49,984)
(72,234) (56,681) (41,988)
— (239,012) —
— (12,894) 494,990
— — (11,272)
(115,142) (37,906) 7,927
(2,263,759)  (4,782,667) (366,705)
1,317,764 (1,036,502) 1,847,505
(2,811,736) 2,324,859  (2,058,658)
3,850,010 3,550,229 2,000,000
(2,216,978) (528,515)  (1,294,857)
— (508,404) (373,860)
(308,501) (281,900) (249,817)
600,000 — —
5,388 70,726 91,034
435,947 3,590,493 (38,653)
(199,396) 142,583 134,505
1,767,547 1,624,964 1,490,459

$ 1,568,151

$ 1,767,547

$ 1,624,964

$ 3,374,219
1,363,351
290,324

$ 142,517
866,169

8,455
298,108

$ 3,545,094
1,683,403
370,103

$ 48,163

942,048
7,873

870,759
277,015

3,744,853
3,207,521

$ 3,298,620
1,443,335
345,763

$ 15973

514,955
998,673
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Consolidated Statement of Changes in Stockholders’ Equity

Accumulated
Other
(In thousands, except per share) Common Additional Comprehensive
Preferred Common  Stock Paid-in  Retained Income (Loss), Treasury
Stock Stock  Issuable  Capital  Earnings Net Stock Total
2006
Balance — January 1,2006 . . ............... $ — 60,198 5,363 2,886,153 3,854,275 (97,930) (831,673) 5,876,386
Comprehensive income:
Netincome . .......... ..., — — — — 839,189 — — 839,189
Other comprehensive income, net of tax and
reclassification adjustments:
Unrealized gains on investment securities . . — — — — — 23,265 — 23,265
Minimum pension liability adjustment . . . . — — — — — 30,932 — 30,932
893,386
Change in accounting for defined benefit plans
(O 12) + v v v e e e e — — — — — (9,841) — (9,841
Purchases of treasury stock . . . .............. — — — — — — (373,860) (373,860)
Repayment of management stock ownership program
receivable . . ... ... ... .. — — — 225 — — — 225
Stock-based compensation plans:
Stock option and purchase plans:
Compensation eXpense. . . . ............. — — — 51,237 — — — 51,237
EXercises . . ..o v v i e —_ —_ —_ (47,742) —_ —_ 140,053 92,311
Directors’ stock plan. . . .......... . ... ... — — — 133 — — 977 1,110
Deferred compensation plans, net, including
dividend equivalents . . . ......... ... ... — — (303) (557) (206) — 1,024 (42)
Common stock cash dividends — $2.25 per share . . . — — — —  (249,817) — —  (249,817)
Balance — December 31,2006 . . .. ........... $ — 60,198 5,060 2,889,449 4,443,441 (53,574) (1,063,479) 6,281,095
2007
Comprehensive income:
Netincome . . ........c .. — — — — 654,259 — — 654,259
Other comprehensive income, net of tax and
reclassification adjustments:
Unrealized losses on investment securities . . — — — — — (34,095) —  (34,095)
Defined benefit plan liability adjustment . . . — — — — — (18,222) —  (18,222)
Unrealized losses on cash flow hedges. . . . . — — — — — (8,931) — (8,931)
593,011
Acquisition of Partners Trust Financial Group, Inc. —
common stock issued . . . ... ... L — — — (54,628) — — 331,643 277,015
Purchases of treasury stock . . . ......... ... .. — — — — — — (508,404) (508,404)
Stock-based compensation plans:
Stock option and purchase plans:
Compensation expense . .. ............ — — — 49,824 — — 1,605 51,429
EXercises . . .. oo v vt — — — (35,397) — — 107,116 71,719
Directors’ stock plan. . . . .......... ... ... — — — 63 — — 1,278 1,341
Deferred compensation plans, net, including
dividend equivalents . . .. .............. — — (284) (559) (215) — 1,008 (50)
Common stock cash dividends — $2.60 per share . . . — — — —  (281,900) — —  (281,900)
Balance — December 31,2007 . ... ........... $ — 60,198 4,776 2,848,752 4,815,585 (114,822) (1,129,233) 6,485,256
2008
Comprehensive income:
Netincome . . .......oviiiinn.. — — — — 555,887 — — 555,887
Other comprehensive income, net of tax and
reclassification adjustments:
Unrealized losses on investment securities . . — — — — — (497,262) —  (497,262)
Defined benefit plan liability adjustment . . . — — — — — (127,845) —  (127,845)
Unrealized losses on terminated cash flow
hedges .. ...... ... ... ... .. — — — — — 3,048 — 3,048
(66,172)
Issuance of preferred stock and associated warrants . . 567,463 — — 32,537 — — — 600,000
Repayment of management stock ownership program
receivable .. ... ... — — — 72 — — — 72
Stock-based compensation plans:
Stock option and purchase plans:
Compensation expense . . ... .......... — — — 46,025 — — 3,602 49,627
EXercises . . . v v v v i i —_ —_ (28,543) —_ — 51,548 23,005
Directors’ stock plan. . . .......... ... ... — — — (450) — — 1,797 1,347
Deferred compensation plans, net, including
dividend equivalents . .. ............... — — (159) (486) (217) — 959 97
Common stock cash dividends — $2.80 per share . . . — — — —  (308,501) — —  (308,501)
Balance — December 31,2008 . ... ........... $567,463 60,198 4,617 2,897,907 5,062,754 (736,881) (1,071,327) 6,784,731

See accompanying notes to financial statements.

99



100
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Notes to Financial Statements

1. Significant accounting policies

M&T Bank Corporation (“M&T”) is a bank holding company headquartered in Buffalo, New York.
Through subsidiaries, M&T provides individuals, corporations and other businesses, and institutions with
commercial and retail banking services, including loans and deposits, trust, mortgage banking, asset
management, insurance and other financial services. Banking activities are largely focused on consumers
residing in New York State, Pennsylvania, Maryland, Virginia and the District of Columbia and on small
and medium-size businesses based in those areas. Banking services are also provided in Delaware, West
Virginia and New Jersey, while certain subsidiaries also conduct activities in other states.

The accounting and reporting policies of M&T and subsidiaries (“the Company”) conform to
generally accepted accounting principles (“GAAP”) and to general practices within the banking industry.
The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates. The
more significant accounting policies are as follows:

Consolidation

Except as described in note 19, the consolidated financial statements include M&T and all of its
subsidiaries. All significant intercompany accounts and transactions of consolidated subsidiaries have
been eliminated in consolidation. The financial statements of M&T included in note 26 report
investments in subsidiaries under the equity method. Information about some limited purpose entities
that are affiliates of the Company but are not included in the consolidated financial statements appears
in note 19.

Consolidated Statement of Cash Flows
For purposes of this statement, cash and due from banks and federal funds sold are considered cash and
cash equivalents.

Securities purchased under agreements to resell and securities sold under agreements to repurchase
Securities purchased under agreements to resell and securities sold under agreements to repurchase are
treated as collateralized financing transactions and are recorded at amounts equal to the cash or other
consideration exchanged. It is generally the Company’s policy to take possession of collateral pledged to
secure agreements to resell.

Trading account

Financial instruments used for trading purposes are stated at fair value. Realized gains and losses and
unrealized changes in fair value of financial instruments utilized in trading activities are included in
“trading account and foreign exchange gains” in the consolidated statement of income.

Investment securities
Investments in debt securities are classified as held to maturity and stated at amortized cost when
management has the positive intent and ability to hold such securities to maturity. Investments in other
debt securities and equity securities having readily determinable fair values are classified as available for
sale and stated at estimated fair value. Except for investment securities for which the Company has
entered into a related fair value hedge, unrealized gains or losses on investment securities available for
sale are reflected in accumulated other comprehensive income (loss), net of applicable income taxes.
Other securities are stated at cost and include stock of the Federal Reserve Bank of New York and
the Federal Home Loan Bank (“FHLB”) of New York.
Amortization of premiums and accretion of discounts for investment securities available for sale
and held to maturity are included in interest income. The cost basis of individual securities is written
down to estimated fair value through a charge to earnings when declines in value below amortized cost
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are considered to be other than temporary. Realized gains and losses on the sales of investment securities
are determined using the specific identification method.

Loans and leases

Interest income on loans is accrued on a level yield method. Loans are placed on nonaccrual status and
previously accrued interest thereon is charged against income when principal or interest is delinquent

90 days, unless management determines that the loan status clearly warrants other treatment. Loan
balances are charged off when it becomes evident that such balances are not fully collectible. For
residential real estate loans, the excess of the loan balances over the net realizable value of the property
collateralizing the loan is charged-off when the loan becomes 150 days delinquent. Loan fees and certain
direct loan origination costs are deferred and recognized as an interest yield adjustment over the life of
the loan. Net deferred fees have been included in unearned discount as a reduction of loans outstanding.
Commitments to sell real estate loans are utilized by the Company to hedge the exposure to changes in
fair value of real estate loans held for sale. The carrying value of hedged real estate loans held for sale
recorded in the consolidated balance sheet includes changes in estimated fair market value during the
hedge period, typically from the date of close through the sale date. Valuation adjustments made on these
loans and commitments are included in “mortgage banking revenues.”

Except for consumer and residential mortgage loans that are considered smaller balance homoge-
nous loans and are evaluated collectively, the Company considers a loan to be impaired for purposes of
applying Statement of Financial Accounting Standards (“SFAS”) No. 114, “Accounting by Creditors for
Impairment of a Loan,” as amended, when, based on current information and events, it is probable that
the Company will be unable to collect all amounts according to the contractual terms of the loan
agreement or the loan is delinquent 90 days. Impaired loans are classified as either nonaccrual or as loans
renegotiated at below market rates. Loans less than 90 days delinquent are deemed to have an
insignificant delay in payment and are generally not considered impaired for purposes of applying
SFAS No. 114. Impairment of a loan is measured based on the present value of expected future cash
flows discounted at the loan’s effective interest rate, the loan’s observable market price, or the fair value
of collateral if the loan is collateral dependent. Interest received on impaired loans placed on nonaccrual
status is applied to reduce the carrying value of the loan or, if principal is considered fully collectible,
recognized as interest income.

Residual value estimates for commercial leases are generally determined through internal or
external reviews of the leased property. The Company reviews commercial lease residual values at least
annually and recognizes residual value impairments deemed to be other than temporary.

Allowance for credit losses

The allowance for credit losses represents the amount which, in management’s judgment, will be adequate
to absorb credit losses inherent in the loan and lease portfolio as of the balance sheet date. The adequacy
of the allowance is determined by management’s evaluation of the loan and lease portfolio based on such
factors as the differing economic risks associated with each loan category, the current financial condition
of specific borrowers, the economic environment in which borrowers operate, the level of delinquent
loans, the value of any collateral and, where applicable, the existence of any guarantees or
indemnifications.

Assets taken in foreclosure of defaulted loans

Assets taken in foreclosure of defaulted loans are primarily comprised of commercial and residential real
property and are included in “other assets” in the consolidated balance sheet. Upon acquisition of assets
taken in satisfaction of a defaulted loan, the excess of the remaining loan balance over the asset’s
estimated fair value less costs to sell is charged off against the allowance for credit losses. Subsequent
declines in value of the assets are recognized as “other expense” in the consolidated statement of income.

Premises and equipment
Premises and equipment are stated at cost less accumulated depreciation. Depreciation expense is
computed principally using the straight-line method over the estimated useful lives of the assets.
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Capitalized servicing rights

Capitalized servicing assets are included in “other assets” in the consolidated balance sheet. Effective
January 1, 2007, the Company adopted SFAS No. 156, “Accounting for Servicing of Financial Assets — an
amendment of FASB Statement No. 140,” which requires that all separately recognized servicing assets be
initially measured at fair value and permits an entity to choose its subsequent measurement method for
servicing assets as either the amortization method or fair value method. The Company uses the
amortization method under which capitalized servicing assets are charged to expense in proportion to
and over the period of estimated net servicing income. Prior to January 1, 2007, the Company initially
measured servicing assets retained in sales and securitization transactions for which it was the transferor
under the relative fair value method prescribed in SFAS No. 140, “Accounting for Transfers and Servicing
of Financial Assets and Extinguishments of Liabilities,” and subsequently charged such assets to expense
using the amortization method.

To estimate the fair value of servicing rights, the Company considers market prices for similar
assets and the present value of expected future cash flows associated with the servicing rights calculated
using assumptions that market participants would use in estimating future servicing income and expense.
Such assumptions include estimates of the cost of servicing loans, loan default rates, an appropriate
discount rate, and prepayment speeds. For purposes of evaluating and measuring impairment of
capitalized servicing rights, the Company stratifies such assets based on the predominant risk character-
istics of the underlying financial instruments that are expected to have the most impact on projected
prepayments, cost of servicing and other factors affecting future cash flows associated with the servicing
rights. Such factors may include financial asset or loan type, note rate and term. The amount of
impairment recognized is the amount by which the carrying value of the capitalized servicing rights for a
stratum exceeds estimated fair value. Impairment is recognized through a valuation allowance.

Sales and securitizations of financial assets

Transfers of financial assets for which the Company has surrendered control of the financial assets are
accounted for as sales to the extent that consideration other than beneficial interests in the transferred
assets is received in exchange. Interests in a sale or securitization of financial assets that continue to be
held by the Company, other than servicing rights which as of January 1, 2007 are initially measured at
fair value, are measured at the date of transfer by allocating the previous carrying amount between the
assets transferred and the retained interests based on their relative estimated fair values. The fair values of
retained debt securities are generally determined through reference to independent pricing information.
The fair values of retained servicing rights and any other retained interests are determined based on the
present value of expected future cash flows associated with those interests and by reference to market
prices for similar assets.

Goodwill and core deposit and other intangible assets

Goodwill represents the excess of the cost of an acquired entity over the fair value of the identifiable net
assets acquired. Similar to goodwill, other intangible assets, which include core deposit intangibles, also
lack physical substance but, as required by SFAS No. 141, “Business Combinations,” portions of the cost
of an acquired entity have been assigned to such assets. The Company accounts for goodwill and other
intangible assets in accordance with SFAS No. 142, “Goodwill and Other Intangible Assets,” which, in
general, requires that goodwill not be amortized, but rather that it be tested for impairment at least
annually at the reporting unit level, which is either at the same level or one level below an operating
segment. Other acquired intangible assets with finite lives, such as core deposit intangibles, are required
to be amortized over their estimated lives. Core deposit and other intangible assets are generally
amortized using accelerated methods over estimated useful lives of five to ten years. The Company
periodically assesses whether events or changes in circumstances indicate that the carrying amounts of
core deposit and other intangible assets may be impaired.

Derivative financial instruments
The Company accounts for derivative financial instruments in accordance with SFAS No. 133, “Account-
ing for Derivative Instruments and Hedging Activities,” as amended. SFAS No. 133 requires that an entity
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recognize all derivatives as either assets or liabilities in the balance sheet and measure those instruments
at fair value. If certain conditions are met, a derivative may be specifically designated as (a) a hedge of
the exposure to changes in the fair value of a recognized asset or liability or an unrecognized firm
commitment, (b) a hedge of the exposure to variable cash flows of a forecasted transaction or (c) a hedge
of the foreign currency exposure of a net investment in a foreign operation, an unrecognized firm
commitment, an available for sale security, or a foreign currency denominated forecasted transaction.
Pursuant to SFAS No. 133, the accounting for changes in the fair value of a derivative depends on the
intended use of the derivative and the resulting designation. An entity that elects to apply hedge
accounting is required to establish at the inception of the hedge the method it will use for assessing the
effectiveness of the hedging derivative and the measurement approach for determining the ineffective
aspect of the hedge. Those methods must be consistent with the entity’s approach to managing risk.

The Company utilizes interest rate swap agreements as part of the management of interest rate
risk to modify the repricing characteristics of certain portions of its portfolios of earning assets and
interest-bearing liabilities. For such agreements, amounts receivable or payable are recognized as accrued
under the terms of the agreement and the net differential is recorded as an adjustment to interest income
or expense of the related asset or liability. Interest rate swap agreements may be designated as either fair
value hedges or cash flow hedges. In a fair value hedge, the fair values of the interest rate swap
agreements and changes in the fair values of the hedged items are recorded in the Company’s
consolidated balance sheet with the corresponding gain or loss recognized in current earnings. The
difference between changes in the fair values of interest rate swap agreements and the hedged items
represents hedge ineffectiveness and is recorded in “other revenues from operations” in the consolidated
statement of income. In a cash flow hedge, the effective portion of the derivative’s unrealized gain or loss
is initially recorded as a component of other comprehensive income and subsequently reclassified into
earnings when the forecasted transaction affects earnings. The ineffective portion of the unrealized gain
or loss is reported in “other revenues from operations” immediately.

The Company utilizes commitments to sell real estate loans to hedge the exposure to changes in
the fair value of real estate loans held for sale. Commitments to originate real estate loans to be held for
sale and commitments to sell real estate loans are generally recorded in the consolidated balance sheet at
estimated fair market value. Effective January 1, 2008, the Company adopted the provisions of Staff
Accounting Bulletin (“SAB”) No. 109 for written loan commitments issued or modified after that date.
SAB No. 109 reversed previous conclusions expressed by the SEC staff regarding written loan commit-
ments that are accounted for at fair value through earnings. Specifically, the SEC staff now believes that
the expected net future cash flows related to the associated servicing of the loan should be included in
the fair value measurement of the derivative loan commitment. In accordance with SAB No. 105,
“Application of Accounting Principles to Loan Commitments,” the Company had not included such
amount in the value of commitments to originate real estate loans for sale in 2006 or 2007.

Derivative instruments not related to mortgage banking activities, including financial futures
commitments and interest rate swap agreements, that do not satisfy the hedge accounting requirements
noted above are recorded at fair value and are generally classified as trading account assets or liabilities
with resultant changes in fair value being recognized in “trading account and foreign exchange gains” in
the consolidated statement of income.

Stock-based compensation

Stock-based compensation expense is recognized over the vesting period of the stock-based grant based
on the estimated grant date value of the stock-based compensation that is expected to vest, except that
the recognition of compensation costs is accelerated for stock-based awards granted to retirement-eligible
employees and employees who will become retirement-eligible prior to full vesting of the award because
the Company’s incentive compensation plan allows for vesting at the time an employee retires. Informa-
tion on the determination of the estimated value of stock-based awards used to calculate stock-based
compensation expense is included in note 11.
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Income taxes

Deferred tax assets and liabilities are recognized for the future tax effects attributable to differences
between the financial statement value of existing assets and liabilities and their respective tax bases and
carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates and laws.

Effective January 1, 2007, the Company adopted Financial Accounting Standards Board Interpre-
tation (“FIN”) No. 48, “Accounting for Uncertainty in Income Taxes.” FIN No. 48 prescribes the
accounting method to be applied to measure uncertainty in income taxes recognized under SFAS No. 109,
“Accounting for Income Taxes.” FIN No. 48 established a recognition threshold and measurement
attribute for the financial statement recognition and measurement of an uncertain tax position taken or
expected to be taken in a tax return. The evaluation of an uncertain tax position in accordance with
FIN No. 48 is a two-step process. The first step is recognition, which requires a determination whether it
is more likely than not that a tax position will be sustained upon examination, including resolution of
any related appeals or litigation processes, based on the technical merits of the position. The second step
is measurement. Under the measurement step, a tax position that meets the more-likely-than-not
recognition threshold is measured at the largest amount of benefit that is greater than fifty percent likely
of being realized upon ultimate settlement. Tax positions that previously failed to meet the more-likely-
than-not recognition threshold should be recognized in the first subsequent financial reporting period in
which that threshold is met. Previously recognized tax positions that no longer meet the more-likely-
than-not recognition threshold should be derecognized in the first subsequent financial reporting period
in which that threshold is no longer met. The adoption of FIN No. 48 did not result in any change to
the Company’s liability for uncertain tax positions as of January 1, 2007. Information related to the
application of FIN No. 48 is provided in note 13.

Earnings per common share

Basic earnings per common share exclude dilution and are computed by dividing income available to
common stockholders by the weighted-average number of common shares outstanding (exclusive of
shares represented by the unvested portion of restricted stock grants) and common shares issuable under
deferred compensation arrangements during the period. Diluted earnings per common share reflect
shares represented by the unvested portion of restricted stock grants and the potential dilution that could
occur if securities or other contracts to issue common stock were exercised or converted into common
stock or resulted in the issuance of common stock that then shared in earnings. Proceeds assumed to
have been received on such exercise or conversion are assumed to be used to purchase shares of M&T
common stock at the average market price during the period, as required by the “treasury stock method”
of accounting.

Treasury stock
Repurchases of shares of M&T common stock are recorded at cost as a reduction of stockholders’ equity.
Reissuances of shares of treasury stock are recorded at average cost.

2. Acquisitions

On December 18, 2008, M&T entered into a definitive agreement to acquire Provident Bankshares
Corporation (“Provident”), a bank holding company headquartered in Baltimore, Maryland, in a stock-
for-stock transaction. Provident operates 143 branch offices located primarily in Maryland and Virginia.
At December 31, 2008, Provident had $6.6 billion in assets, including $4.4 billion of loans and leases and
$1.4 billion of investment securities, and $5.9 billion of liabilities, including $4.8 billion of deposits. The
merger requires the approval of various regulatory agencies and Provident’s shareholders and, assuming
those approvals are obtained, is expected to be completed during the second quarter of 2009. Under the
terms of the merger agreement, Provident common shareholders will receive 0.171625 shares of M&T
common stock in exchange for each share of Provident common stock they own. At December 31, 2008,
Provident had 33,510,889 shares of common stock outstanding. Series A and Series B preferred stock of
$188 million issued by Provident will be exchanged for series of M&T preferred stock on substantially the
same terms. The acquisition of Provident will expand the Company’s presence in the Mid-Atlantic area,
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is expected to give the Company the second-largest deposit share in Maryland, and will triple the
Company’s presence in Virginia.

On November 30, 2007, M&T completed the acquisition of Partners Trust Financial Group, Inc.
(“Partners Trust”), a bank holding company headquartered in Utica, New York. Partners Trust operated
33 branch offices in upstate New York at the date of acquisition. The results of operations acquired in the
Partners Trust transaction have been included in the Company’s financial results since November 30,
2007. After application of the election, allocation and proration procedures contained in the merger
agreement with Partners Trust, M&T paid $282 million in cash and issued 3,096,861 shares of M&T
common stock in exchange for Partners Trust shares and stock options outstanding at the time of
acquisition. The purchase price was approximately $559 million based on the cash paid to Partners Trust
shareholders, the fair value of M&T common stock exchanged, and the cash paid to holders of Partners
Trust stock options. The acquisition of Partners Trust expanded the Company’s presence in upstate New
York, making the Company the deposit market share leader in the Utica-Rome and Binghamton markets,
while strengthening its lead position in Syracuse.

Assets acquired from Partners Trust on November 30, 2007 totaled $3.5 billion, including
$2.2 billion of loans and leases (largely residential real estate and consumer loans), liabilities assumed
aggregated $3.0 billion, including $2.2 billion of deposits (largely savings, money-market and time
deposits), and $277 million was added to stockholders’ equity. In connection with the acquisition, the
Company recorded approximately $283 million of goodwill and $50 million of core deposit intangible.
The core deposit intangible is being amortized over 7 years using an accelerated method. Information
regarding the allocation of goodwill recorded as a result of the acquisition to the Company’s reportable
segments, as well as the carrying amounts and amortization of core deposit and other intangible assets, is
provided in note 8.

As a condition of the approval of the Partners Trust acquisition by regulators, M&T Bank, the
principal bank subsidiary of M&T into which the bank subsidiary of Partners Trust was merged, was
required to divest three branch offices in Binghamton, New York. The three branches were sold on
March 15, 2008, including loans of $13 million and deposits of $65 million. No gain or loss was
recognized on that transaction.

Pro forma information for the year ended December 31, 2007 as if Partners Trust had been
acquired on January 1, 2007 is not presented since such pro forma results were not materially different
from the Company’s actual results.

On December 7, 2007, M&T Bank acquired 13 branch offices in the Mid-Atlantic area from First
Horizon Bank in a cash transaction. The offices had approximately $214 million of loans, $216 million of
deposits and $80 million of trust and investment assets under management on the transaction date.

On June 30, 2006, M&T Bank acquired 21 branch offices in Buffalo and Rochester, New York from
Citibank, N.A. in a cash transaction. The offices had approximately $269 million of loans and approxi-
mately $1.0 billion of deposits.

The Company incurred merger-related expenses related to systems conversions and other costs of
integrating and conforming acquired operations with and into the Company of approximately $4 million
($2 million net of applicable income taxes) during 2008, $15 million ($9 million net of applicable income
taxes) during 2007 and $5 million ($3 million net of applicable income taxes) during 2006. Those
expenses consisted largely of professional services and other temporary help fees associated with the
conversion of systems and/or integration of operations; costs related to branch and office consolidations;
incentive compensation; initial marketing and promotion expenses designed to introduce the Company
to customers of the acquired operations; travel costs; and printing, postage and supplies and other costs
of commencing operations in new offices.
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3. Investment securities
The amortized cost and estimated fair value of investment securities were as follows:

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses

Estimated
Fair Value

(In thousands)
December 31, 2008
Investment securities available for sale:

U.S. Treasury and federal agencies . . .. ............. . ... ... $ 290,893 $ 6,203 $ 383 $ 296,713
Obligations of states and political subdivisions. . ... ................... 70,425 1,641 303 71,763
Mortgage-backed securities:
Government issued or guaranteed. . . .. ........ ... .. ... oL 3,525,196 93,578 5,994 3,612,780
Privately issued . . . . . ..o 3,153,440 484 786,324 2,367,600
Other debt securities . . . . . ..o v it e 263,773 18 93,193 170,598
Equity securities . . . .. ... 352,908 581 22,750 330,739
7,656,635 102,505 908,947 6,850,193
Investment securities held to maturity:
Obligations of states and political subdivisions. . .. .................... 63,822 1,715 71 65,466
Privately issued mortgage-backed securities . . .. ........... ... ... ... .. 411,847 — 92,730 319,117
Other debt securities . . . . . ..o v ittt e 10,169 — — 10,169
485,838 1,715 92,801 394,752
Other SECUTTHIES . . . v v v v e ot e e e e e e e e e e e e e e e e 583,176 — — 583,176
Total ..o e e $8,725,649 $104,220 $1,001,748 $7,828,121
December 31, 2007
Investment securities available for sale:
U.S. Treasury and federal agencies . . .. ... ...t $ 631,460 $ 1,761 $ 251 $ 632,970
Obligations of states and political subdivisions. . . .. ................... 83,333 2,243 19 85,557
Mortgage-backed securities:
Government issued or guaranteed. . . ... ...... ... e 2,908,219 15,542 16,090 2,907,671
Privately issued . . . . ... 4,192,707 13,146 57,637 4,148,216
Other debt securities . . . . . oottt i e e 220,528 1,526 10,601 211,453
Equity securities . . ... ... . 415,164 8,618 30,480 393,302
8,451,411 42,836 115,078 8,379,169
Investment securities held to maturity:
Obligations of states and political subdivisions. . . .. ................... 67,674 1,864 55 69,483
Other debt SeCUrities . . . . . v vttt e e e e e e e 8,767 — — 8,767
76,441 1,864 55 78,250
Other SECUTHIES . . . . v v vt it e e e e e e e e e e e 506,388 — — 506,388
Total ..o e $9,034,240 $ 44,700 $ 115,133 $8,963,807

No investment in securities of a single non-U.S. Government or government agency issuer
exceeded ten percent of stockholders’ equity at December 31, 2008.

As of December 31, 2008, the latest available investment ratings of all privately issued mortgage-
backed securities and collateralized debt obligations included in other debt securities were A or better,

with the exception of 41 securities with an aggregate amortized cost and estimated fair value of
$357,262,000 and $212,239,000, respectively.
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The amortized cost and estimated fair value of collateralized mortgage obligations included in
mortgage-backed securities and collateralized debt obligations included in other debt securities were as
follows:

December 31

2008 2007

(In thousands)
Collateralized Mortgage Obligations:

AMOTHZEd COSE .+ v v vttt et e e $4,092,980  $4,986,883

Estimated fair value. . . . ..ottt 3,216,814 4,932,580
Collateralized Debt Obligations:

AMOrtized COSt . .ottt e e 18,088 31,380

Estimated fair value. . . . ..ottt 2,496 31,485

Gross realized gains on investment securities were $34,730,000 in 2008, $1,585,000 in 2007 and
$2,735,000 in 2006. Gross realized losses on investment securities were $259,000 in 2008, $381,000 in
2007 and $169,000 in 2006. During 2008, the Company recognized $182 million of other-than-temporary
impairment losses, mainly attributable to a $153 million impairment charge recognized on its preferred
stock holdings of The Federal National Mortgage Association (“Fannie Mae”) and The Federal Home
Loan Mortgage Corporation (“Freddie Mac”) with a cost basis of $162 million following the placement
of those government-sponsored entities into conservatorship on September 7, 2008. At December 31,
2008, the Company’s investment in Fannie Mae and Freddie Mac preferred stock had a remaining cost
basis of $9 million and a fair value of $2 million. Other-than-temporary charges of $18 million and
$11 million were also recognized during 2008 on $20 million of privately issued mortgage-backed
securities and $12 million of securities backed by trust preferred securities issued by financial institutions,
respectively. During 2007, the Company recognized a $127,300,000 other-than-temporary impairment
charge related to $131,700,000 of collateralized debt obligations purchased in March 2007 that were
supported by sub-prime mortgage-backed securities. The impairment charges for the mortgage-related
securities were recognized in light of significant deterioration of housing values in the residential real
estate market, the significant rise in delinquencies and charge-offs of underlying mortgage loans and
resulting decline in market value of the securities. The impairment charges related to the collateralized
debt obligations backed by trust preferred securities were recognized as a result of evaluations of the
credit status of the issuers of the underlying trust preferred securities and the likelihood of the Company
receiving all principal and interest payments in accordance with the terms of the collateralized debt
obligations. Of the remaining collateralized debt obligations, $16 million were obtained in the Partners
Trust acquisition on November 30, 2007 and are collateralized by trust preferred capital securities and
subordinated notes of other banking and insurance companies.
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At December 31, 2008, the amortized cost and estimated fair value of debt securities by
contractual maturity were as follows:

Amortized Estimated
Cost Fair Value

(In thousands)

Debt securities available for sale:

Dueinoneyear or less . .. ...ttt $ 225,231 $ 228,239
Due after one year through five years . ......... ... ... ... ... . . ... 101,889 104,220
Due after five years through tenyears . .......... ... ... . .. i, 36,083 36,997
Due after ten Years . . . ... v vttt ettt e 261,888 169,618

625,091 539,074
Mortgage-backed securities available for sale . .. ....... ... ... ... . L L. 6,678,636 5,980,380

$7,303,727  $6,519,454

Debt securities held to maturity:

Due in one year or less . . . ..ottt e $ 56,627 $ 58,064
Due after one year through five years ........... ... ... . .. ... . ... 6,008 6,145
Due after five years through tenyears ... ........ ..ottt 1,120 1,194
Due after ten Years . . .. ..ottt e 10,236 10,232

73,991 75,635
Mortgage-backed securities held to maturity . ........ .. ... ... ... . ... .. ... 411,847 319,117

$ 485,838 § 394,752

A summary of investment securities that as of December 31, 2008 and 2007 had been in a
continuous unrealized loss position for less than twelve months and those that had been in a continuous
unrealized loss position for twelve months or longer follows:

Less Than 12 Months 12 Months or More
Unrealized Unrealized
Fair Value Losses Fair Value Losses

(In thousands)
December 31, 2008

U.S. Treasury and federal agencies ................. $ 6660 $ (383) $ — 3 —
Obligations of states and political subdivisions. . . ... .. 26,456 (315) 2,182 (59)
Mortgage-backed securities:

Government issued or guaranteed. ............... 392,780 (4,962) 175,943 (1,032)

Privately issued. . .. .......ooii 2,173,593 (629,321) 501,401  (249,733)
Other debt securities ... ......c.cvvvviinneeonn. 102,882 (17,784) 62,422 (75,409)
Equity securities. . .. ... 37,905 (22,720) 9 (30)
Total ........ . $2,740,276 $(675,485) $ 741,957 $(326,263)
December 31, 2007
U.S. Treasury and federal agencies ................. $ 72341 $ (25) $ 120,987 % (226)
Obligations of states and political subdivisions. .. ... .. 11,747 (67) 1,028 (7)
Mortgage-backed securities:

Government issued or guaranteed. ............... 339,458 (586) 940,073 (15,504)

Privately issued. . . ........ .. .. i L 1,093,250 (36,036) 1,637,989 (21,601)
Other debt securities . ..........coiiiiiinnnnn... 107,854 (9,357) 41,971 (1,244)
Equity securities. . . ...t 124,845 (30,480) — —
Total v oo $1,749.495  $ (76,551) $2,742,048  $ (38,582)
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The Company owned 699 individual investment securities with aggregate gross unrealized losses of
$1,001,748,000 at December 31, 2008. Approximately $879 million of the unrealized losses pertain to
privately issued mortgage-backed securities with a cost basis of $3.6 billion. The Company also had
$90 million of unrealized losses on trust preferred securities issued by financial institutions and securities
backed by trust preferred securities issued by financial institutions having a cost basis of $241 million. At
December 31, 2008, based on a review of each of the remaining securities in the investment securities
portfolio, the Company concluded that it was not probable that it would be unable to realize the cost
basis investment and appropriate interest payments on such securities. As of December 31, 2008, the
Company has the intent and ability to hold each of its impaired securities to recovery. At December 31,
2008, the Company has not identified events or changes in circumstances which may have a significant
adverse effect on the fair value of the $583 million of cost method investment securities.

At December 31, 2008, investment securities with a carrying value of $5,206,131,000, including
$4,443,022,000 of investment securities available for sale, were pledged to secure demand notes issued to
the U.S. Treasury, borrowings from various FHLBs, repurchase agreements, governmental deposits and
interest rate swap agreements, which in the aggregate totaled $5,303,782,000.

Investment securities pledged by the Company to secure obligations whereby the secured party is
permitted by contract or custom to sell or repledge such collateral totaled $1,870,097,000 at December 31,
2008. The pledged securities included U.S. Treasury and federal agencies and mortgage-backed securities.

4. Loans and leases
Total gross loans and leases outstanding were comprised of the following:
December 31

2008 2007
(In thousands)

Loans
Commercial, financial, agricultural, etc. .......... ... ... . ... . ... ..., $12,848,070  $11,762,168
Real estate:
Residential . . . ... ... e 4,675,065 5,515,355
Commercial . . ... oo 14,548,938 13,953,094
CONSIUCHION + & v v vt et e e e e e e e e e e e e e e e e e e e 4,568,368 4,190,068
(070 3 1511 110 =3 o 11,004,275 11,301,713
Total 10ans . . . . oot e 47,644,716 46,722,398
Leases
Commerdcial. . . ... . e 1,715,021 1,624,858
(703 5 53115 1= N — 5,006
Total 1€aSes. « v v v ottt e 1,715,021 1,629,864
Total loans and leases. . . . ... . ittt e $49,359,737  $48,352,262

One-to-four family residential mortgage loans held for sale were $352 million at December 31,
2008 and $774 million at December 31, 2007. In March 2007, the Company transferred approximately
$883 million of residential real estate loans (including $808 million of first mortgage loans and
$75 million of second mortgage loans) from its held-for-sale loan portfolio to its held-for-investment
portfolio. Those loans represented alternative (“Alt-A”) residential real estate loans that the Company had
been actively originating for sale in the secondary market. Unfavorable market conditions and lack of
market liquidity impacted the Company’s willingness to sell those loans. Accordingly, the Alt-A loans
were transferred at the lower of cost or market value resulting in a reduction of the carrying value of the
loans and mortgage banking revenues of $12 million. Commercial mortgage loans held for sale were
$156 million at December 31, 2008 and $79 million at December 31, 2007.

As of December 31, 2008, approximately $16 million of one-to-four family residential mortgage
loans serviced for others had been sold with credit recourse. As of December 31, 2008, approximately
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$1.2 billion of commercial mortgage loan balances serviced for others had been sold with recourse in
conjunction with the Company’s participation in the Fannie Mae Delegated Underwriting and Servicing
(“DUS”) program. At December 31, 2008 the Company estimated that the recourse obligations described
above were not material to the Company’s consolidated financial position. There have been no material
losses incurred as a result of those credit recourse arrangements.

Nonaccrual loans totaled $755,397,000 at December 31, 2008 and $431,282,000 at December 31,
2007. Renegotiated loans (loans which had been renegotiated at below-market interest rates or for which
other concessions were granted, but are accruing interest) were $91,575,000 and $15,884,000 at
December 31, 2008 and 2007, respectively. During 2008, to assist borrowers the Company modified
residential real estate loans having outstanding balances at December 31, 2008 of approximately
$162 million. The modified loans were largely from the Company’s portfolio of Alt-A loans. Of that total,
$93 million of such loans were included in nonaccrual loans at December 31, 2008. After a period of
demonstrated performance, those loans may begin to accrue interest in 2009. The remaining $69 million
of such modified loans were classified as renegotiated loans, were current in their payments and were
accruing interest at the 2008 year-end. If nonaccrual and renegotiated loans had been accruing interest at
their originally contracted terms, interest income on such loans would have amounted to $61,666,000 in
2008 and $36,207,000 in 2007. The actual amounts included in interest income during 2008 and 2007 on
such loans were $36,747,000 and $12,492,000, respectively.

The recorded investment in loans considered impaired for purposes of applying SFAS No. 114 was
$616,743,000 and $225,287,000 at December 31, 2008 and 2007, respectively. The recorded investment in
loans considered impaired for which there was a related valuation allowance for impairment included in
the allowance for credit losses and the amount of such impairment allowance were $501,873,000 and
$123,674,000, respectively, at December 31, 2008 and $183,488,000 and $55,050,000, respectively, at
December 31, 2007. The recorded investment in loans considered impaired for which there was no
related valuation allowance for impairment was $114,870,000 and $41,799,000 at December 31, 2008 and
2007, respectively. The average recorded investment in impaired loans during 2008, 2007 and 2006 was
$371,298,000, $195,597,000 and $97,263,000, respectively. Interest income recognized on impaired loans
totaled $7,222,000, $7,368,000 and $4,866,000 for the years ended December 31, 2008, 2007 and 2006,
respectively.

Borrowings by directors and certain officers of M&T and its banking subsidiaries, and by associates
of such persons, exclusive of loans aggregating less than $120,000 amounted to $154,128,000 and
$221,202,000 at December 31, 2008 and 2007, respectively. During 2008, new borrowings by such persons
amounted to $58,094,000 (including borrowings of new directors or officers that were outstanding at the
time of their election) and repayments and other reductions (including reductions resulting from
retirements) were $125,168,000.

At December 31, 2008, approximately $6.9 billion of commercial mortgage loans, $2.6 billion of
one-to-four family residential mortgage loans and $1.2 billion of home equity loans were pledged to
secure outstanding borrowings from the Federal Home Loan Bank of New York and the Federal Reserve
Bank of New York totaling approximately $7.9 billion.
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The Company’s loan and lease portfolio includes commercial lease financing receivables consisting
of direct financing and leveraged leases for machinery and equipment, railroad equipment, commercial
trucks and trailers, and commercial aircraft. A summary of lease financing receivables follows:

December 31
2008 2007
(In thousands)

Commercial leases:
Direct financings:

Lease payments receivable . .. ...... ... ... . $1,171,391 $1,120,499
Estimated residual value of leased assets. . .. .......................... 102,712 104,293
Unearned INCOIME . . ..ottt et e (194,328) (188,596)
Investment in direct financings. . . .. ... L i 1,079,775 1,036,196
Leveraged leases:

Lease payments receivable .. ...... ... ... . e 229,311 206,124
Estimated residual value of leased assets. . .. .......................... 211,607 193,942
Unearned INCOIME . . ..ottt e et e e (91,498) (82,538)
Investment in leveraged leases .. ........ ... ... . .. 349,420 317,528
Investment in commercial leases. . ............ .. ... ... . ... . . . .. ... 1,429,195 1,353,724
Investment in consumer automobile leases . ... ... — 4,950
Total investment in 1eases . ... ...ttt $1,429,195  $1,358,674
Deferred taxes payable arising from leveraged leases. . ....................... $ 235359 $ 220,165

Included within the estimated residual value of leased assets at December 31, 2008 and 2007 were
$64 million and $55 million, respectively, in residual value associated with direct financing leases that are
guaranteed by the lessees. The Company is indemnified from loss by Allied Irish Banks, p.L.c. (“AIB”) on
a portion of leveraged leases obtained in the acquisition of a former subsidiary of AIB on April 1, 2003
(see note 24). Amounts in the leveraged lease section of the table subject to such indemnification
included lease payments receivable of $8 million as of each of December 31, 2008 and 2007, estimated
residual value of leased assets of $31 million at each of those dates and unearned income of $7 million
and $8 million as of December 31, 2008 and 2007, respectively.

At December 31, 2008, the minimum future lease payments to be received from lease financings
were as follows:

Total
(In thousands)
Year ending December 31:

2000 .« . $ 282,834
2000 e e e e 229,072
2000 e e 178,393
2002 . 154,699
2003 e e 85,545
Later years ... ..o 470,159

$1,400,702
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5. Allowance for credit losses
Changes in the allowance for credit losses were as follows:

Year Ended December 31

2008 2007 2006
(In thousands)

Beginning balance. .. ...... ... ... $ 759,439  $ 649,948  $637,663
Provision for credit losses. .. ...t 412,000 192,000 80,000
Allowance obtained through acquisitions ........................ — 32,668 —
Allowance related to loans sold or securitized . . . .................. (525) (1,422) —
Net charge-offs

Charge-offs. . .. ... o (420,655) (146,298) (95,606)

Recoveries. . . ... e 37,645 32,543 27,891
Net charge-offs. .. ... i (383,010) (113,755) (67,715)
Ending balance. .. ... ... ... $ 787,904  $ 759,439  $649,948

Beginning in December 2007, the excess of residential real estate loan balances over the net
realizable value of the property collateralizing the loan is charged off when the loans become 150 days
delinquent, whereas previously the Company provided an allowance for credit losses for such amounts
and charged-off loans upon foreclosure of the underlying property. Charge-offs in 2007 included
$15 million related to this change in procedure. The effect of the change in the timing of recognizing
those charge-offs did not have a material effect on the Company’s net income or on its financial position.

6. Premises and equipment
The detail of premises and equipment was as follows:

December 31

2008 2007
(In thousands)
Land. . ..o e $ 55,081 $ 55,117
Buildings —owned .. ... . . 259,290 247,834
Buildings — capital leases. . ... ...t e 1,598 1,598
Leasehold iMpProvements. . . . ..o cvu vttt et e 142,463 124,175
Furniture and equipment —owned . .......... . ... ... i 311,379 299,915
Furniture and equipment — capital leases. . .. ....... ... ... . . i i 1,317 2,514

771,128 731,153
Less: accumulated depreciation and amortization

OWNEd aSSEtS . o . v vttt e 380,219 357,478
Capital leases . .. ...t e 2,054 2,910
382,273 360,388

Premises and equipment, Net . .. ......o.tnt ittt $388,855  $370,765

Net lease expense for all operating leases totaled $73,886,000 in 2008, $65,014,000 in 2007 and
$60,680,000 in 2006. Minimum lease payments under noncancelable operating leases are presented in
note 21. Minimum lease payments required under capital leases are not material.
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7. Capitalized servicing assets
Changes in capitalized servicing assets were as follows:

Small-Balance

Residential Mortgage Loans Commercial Mortgage Loans
For Year Ended December 31, 2008 2007 2006 2008 2007 2006
(In thousands)
Beginning balance. . .............. $118,763  $127,025  $136,584  $ 56,956  $ 35,767 = $23,224
Originations. . . ................. 17,765 12,145 7,497 — — —
Purchases...................... 3,322 15,000 28,739 20,974 35,795 22,102
Assumed in loan securitizations
(note 19) . ..o 8,455 7,873 — — — —
Amortization . .................. (41,326) (43,280) (45,795) (19,886) (14,606) (9,559)
106,979 118,763 127,025 58,044 56,956 35,767
Valuation allowance .............. (22,000) (6,000) (10,050) — — —
Ending balance, net .............. $ 84,979  $112,763  $116,975  $ 58,044  $ 56,956  $35,767
Commercial Mortgage Loans Total
For Year Ended December 31, 2008 2007 2006 2008 2007 2006
(In thousands)
Beginning balance . . . .............. $20,240 $20,721 $21,425 $195,959 $183,513 $181,233
Originations ..................... 10,606 4,564 4,949 28,371 16,709 12,446
Purchases ...........cov ... — — — 24,296 50,795 50,841
Assumed in loan securitizations
(note 19). .. oo — — — 8,455 7,873 —
Amortization. . .............. ..., (4,510) (5,045) (5,653) (65,722) (62,931) (61,007)
26,336 20,240 20,721 191,359 195,959 183,513
Valuation allowance. . .............. — — — (22,000) (6,000) (10,050)
Ending balance, net. ............... $26,336  $20,240  $20,721  $169,359  $189,959  $173,463

Residential mortgage loans serviced for others totaled were $15.4 billion, $14.5 billion and
$13.4 billion at December 31, 2008, 2007 and 2006, respectively. Small-balance commercial mortgage
loans serviced for others were $5.9 billion, $4.9 billion and $3.3 billion at December 31, 2008, 2007 and
2006, respectively. Commercial mortgage loans serviced for others were $6.4 billion, $5.3 billion and
$4.9 billion at December 31, 2008, 2007 and 2006, respectively.

During 2008, a provision for impairment of $16,000,000 was added to the valuation allowance for
capitalized residential mortgage loan servicing assets because the carrying value of certain strata of
capitalized servicing assets exceeded estimated fair value. During 2007 and 2006, $4,050,000 and
$9,750,000, respectively, of the valuation allowance for capitalized residential mortgage loan servicing
assets was reversed because of increases in the market value of certain strata of servicing assets relative to
the amortized cost basis of the servicing assets in such strata. The estimated fair value of capitalized
residential mortgage loan servicing assets was approximately $103 million at December 31, 2008 and
$135 million at December 31, 2007. The fair value of capitalized residential mortgage loan servicing assets
was estimated using weighted-average discount rates of 13.0% and 16.1% at December 31, 2008 and
2007, respectively, and contemporaneous prepayment assumptions that vary by loan type. At Decem-
ber 31, 2008 and 2007, the discount rate represented a weighted-average option-adjusted spread (“OAS”)
of 832 basis points (hundredths of one percent) and 885 basis points, respectively, over market implied
forward London Interbank Offered Rates. The estimated fair value of capitalized small-balance commer-
cial mortgage loan servicing assets was approximately $74 million at December 31, 2008 and $70 million
at December 31, 2007. The fair value of capitalized small-balance commercial loan servicing assets was
estimated using weighted-average discount rates of 20.2% and 20.1% at December 31, 2008 and 2007,
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respectively, and contemporaneous prepayment assumptions that vary by loan type. At December 31,
2008 and 2007, the discount rate represented a weighted-average OAS of 1,774 basis points and 1,600 basis
points, respectively, over market implied forward London Interbank Offered Rates. The estimated fair
value of capitalized residential and small-balance commercial mortgage loan servicing rights may vary
significantly in subsequent periods due to changing interest rates and the effect thereof on prepayment
speeds. The estimated fair value of capitalized commercial mortgage loans servicing assets was approx-
imately $31 million and $25 million at December 31, 2008 and 2007, respectively. An 18% discount rate
was used to estimate the fair value of capitalized commercial mortgage loan servicing rights at
December 31, 2008 and 2007 with no prepayment assumptions because, in general, the servicing
agreements allow the Company to share in customer loan prepayment fees and thereby recover the
remaining carrying value of the capitalized servicing rights associated with such loan. The Company’s
ability to realize the carrying value of capitalized commercial mortgage servicing rights is more dependent
on the borrowers’ abilities to repay the underlying loans than on prepayments or changes in interest
rates.

The key economic assumptions used to determine the fair value of capitalized servicing rights at
December 31, 2008 and the sensitivity of such value to changes in those assumptions are summarized in
the table that follows. Those calculated sensitivities are hypothetical and actual changes in the fair value
of capitalized servicing rights may differ significantly from the amounts presented herein. The effect of a
variation in a particular assumption on the fair value of the servicing rights is calculated without
changing any other assumption. In reality, changes in one factor may result in changes in another which
may magnify or counteract the sensitivities. The changes in assumptions are presumed to be
instantaneous.

Small-Balance

Residential Commercial Commercial
Weighted-average prepayment speeds ..................... 26.75% 18.36%
Impact on fair value of 10% adverse change .............. $ (6,887,000) $(2,960,000)
Impact on fair value of 20% adverse change .............. (12,924,000) (5,650,000)
Weighted-average OAS . ......... .. .. ... ... .. .. .. ... 8.32% 17.74%
Impact on fair value of 10% adverse change .............. $ (1,769,000) $(2,601,000)

Impact on fair value of 20% adverse change .............. (3,452,000) (5,009,000)
Weighted-average discount rate . . ........................ 18.00%
Impact on fair value of 10% adverse change .............. $(1,318,000)
Impact on fair value of 20% adverse change .............. (2,457,000)

8. Goodwill and other intangible assets

In accordance with SFAS No. 142, the Company does not amortize goodwill associated with corporate
acquisitions, however, core deposit and other intangible assets are amortized over the estimated life of
each respective asset. Total amortizing intangible assets were comprised of the following:

Gross Carrying Accumulated Net Carrying
Amount Amortization Amount

(In thousands)

December 31, 2008

Core deposit . . .. v v $637,823 $467,528 $170,295

Other .. ... 118,366 105,165 13,201

Total . .. e e $756,189 $572,693 $183,496
December 31, 2007

Core deposit . .« vt it $637,803 $410,052 $227,751

Other .. ... e e 116,800 95,995 20,805

Total . ..o e e $754,603 $506,047 $248,556
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Amortization of core deposit and other intangible assets was generally computed using accelerated
methods over original amortization periods of five to ten years. The weighted-average original amortiza-
tion period was approximately eight years. The remaining weighted-average amortization period as of
December 31, 2008 was approximately six years. Amortization expense for core deposit and other
intangible assets was $66,646,000, $66,486,000 and $63,008,000 for the years ended December 31, 2008,
2007 and 2006, respectively. Estimated amortization expense in future years for such intangible assets is
as follows:

(In thousands)
Year ending December 31:

2000 . e e $ 55,042
2000 . e e e e e e 43,091
200 . et e e e e e 29,383
200 e e 22,168
2003 L e e 16,364
Later years . ... .. 17,448

$183,496

Also in accordance with the provisions of SFAS No. 142, the Company completed annual goodwill
impairment tests as of October 1, 2006, 2007 and 2008. For purposes of testing for impairment, the
Company assigned all recorded goodwill to the reporting units originally intended to benefit from past
business combinations, which has historically been the Company’s core relationship business reporting
units. Goodwill was generally assigned based on the implied fair value of the acquired goodwill applicable
to the benefited reporting units at the time of each respective acquisition. The implied fair value of the
goodwill was determined as the difference between the estimated incremental overall fair value of the
reporting unit and the estimated fair value of the net assets assigned to the reporting unit as of each
respective acquisition date. To test for goodwill impairment at each evaluation date, the Company
compared the estimated fair value of each of its reporting units to their respective carrying amounts and
certain other assets and liabilities assigned to the reporting unit, including goodwill and core deposit and
other intangible assets. The methodologies used to estimate fair values of reporting units as of the
acquisition dates and as of the evaluation dates were similar. For the Company’s core customer
relationship business reporting units, fair value was estimated as the present value of the expected future
cash flows of the reporting unit. Based on the results of the goodwill impairment tests, the Company
concluded that the amount of recorded goodwill was not impaired at the respective testing dates.

The following table presents a summary of goodwill assigned to each of the Company’s reportable
segments for purposes of testing for impairment. Changes in goodwill amounts from December 31, 2007
to December 31, 2008 resulted primarily from the settlement of a tax contingency assumed in the
Partners Trust acquisition.

December 31, December 31,
2008 2007
(In thousands)

Business Banking . . ... ... e $ 683,137 $ 683,761
Commercial Banking . ....... .. e 885,290 886,006
Commercial Real Estate . ... ...ttt 274,506 274,799
Discretionary Portfolio . . ... ... e — —
Residential Mortgage Banking. .. ...... ... . . i — —
Retail Banking .. ... ..o i e 974,602 977,274
AlLOther . ... e 374,593 374,593
Total. . .. $3,192,128 $3,196,433
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9. Borrowings
The amounts and interest rates of short-term borrowings were as follows:

Federal Funds

Purchased
and Other
Repurchase Short-term
Agreements Borrowings Total

(Dollars in thousands)

At December 31, 2008

Amount outstanding .. ........ . L. e $ 970,529  $2,039,206  $3,009,735

Weighted-average interest rate .. .............c...cooo.... 0.10% 0.36% 0.27%
For the year ended December 31, 2008

Highest amount at amonth-end ......................... $5,291,846 $2,039,206

Daily-average amount outstanding . . ... ........ ... .. ...... 4,652,388 1,433,734  $6,086,122

Weighted-average interest rate . ..................ouuunn.. 2.15% 2.97% 2.34%
At December 31, 2007

Amount outstanding . . ........ . .. o $4,351,313 $1,470,584  $5,821,897

Weighted-average interest rate .. ................coueo.... 3.12% 4.65% 3.50%
For the year ended December 31, 2007

Highest amount at a month-end ......................... $4,351,313 $1,470,584

Daily-average amount outstanding . . .. ......... ... .. ...... 4,745,137 640,694  $5,385,831

Weighted-average interest rate ... ...............cooe.... 5.06% 5.31% 5.09%
At December 31, 2006

Amount outstanding .. ........ ... i $2,531,684 $ 562,530  $3,094,214

Weighted-average interest rate . ..................ounu.n.. 5.14% 5.30% 5.17%
For the year ended December 31, 2006

Highest amount at a month-end .. ....................... $4,533,796 $ 980,361

Daily-average amount outstanding . . . . . ....... ... ... ... 3,888,739 640,893  $4,529,632

Weighted-average interest rate .. ................couoe.... 5.01% 5.18% 5.03%

In general, federal funds purchased and short-term repurchase agreements outstanding at
December 31, 2008 matured on the next business day following year-end. Other short-term borrowings
at December 31, 2008 included $1.0 billion of secured borrowings from the Federal Reserve Bank of
New York through their Term Auction Facility. Such borrowings mature during the first quarter of 2009.
Other short-term borrowings at December 31, 2008 also included $1.0 billion of borrowings from the
FHLB of New York that mature within one year. There were $820 million of similar borrowings from the
FHLB of New York at December 31, 2007. Other short-term borrowings at December 31, 2007 included a
$500 million revolving asset-backed structured borrowing with an unaffiliated conduit lender. That
borrowing was paid off in December 2008. The remaining borrowings included in other short-term
borrowings had original maturities of one year or less and included borrowings from the U.S. Treasury
and others.

At December 31, 2008, the Company had lines of credit under formal agreements as follows:

M&T
M&T M&T Bank  Bank, N.A.
(In thousands)
Outstanding borrowings . .. ...t A $9,007,002 $ —

Unused . . ..o 30,000 6,985,337 156,984

M&T has a revolving credit agreement with an unaffiliated commercial bank whereby M&T may
borrow up to $30 million at its discretion through December 3, 2009. At December 31, 2008, M&T Bank
had borrowing facilities available with the FHLBs whereby M&T Bank could borrow up to approximately
$8.8 billion. Additionally, M&T Bank and M&T Bank, National Association (“M&T Bank, N.A”), a
wholly owned subsidiary of M&T, had available lines of credit with the Federal Reserve Bank of New York
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totaling approximately $7.4 billion, under which there was $1.0 billion outstanding (included in short-
term borrowings) at December 31, 2008 through the Term Auction Facility. There were no similar
borrowings outstanding at December 31, 2007. M&T Bank and M&T Bank, N.A. are required to pledge

loans and investment securities as collateral for these borrowing facilities.
Long-term borrowings were as follows:

December 31,

2008

2007

(In thousands)

Subordinated notes of M&T Bank:

8% due 2010 . ..ttt e $ 143,492 $ 137,680

3.85% due 2013, variable rate commenced in 2008. ... ... ............... 400,000 399,978

6.625% due 2007 . ..ot e 440,569 399,111

5.585% due 2020, variable rate commencing 2015 ... .......... ... ...... 361,529 356,574

5.629% due 2021, variable rate commencing 2016 .. .................... 590,723 514,832
Subordinated notes of M&T:

6.875% due 2009 . . . .. e 100,560 102,238
Senior medium term notes — 6.5% due 2008 ... ....... ... ... — 29,814
Senior notes of M&T — 5.375% due 2012 . . ... oot v it 299,929 299,908
Advances from FHLB:

Variable rates . . . oo oot e 6,000,000 4,500,000

Fixed rates . . .ot e e e 1,007,584 1,197,212
Agreements to repurchase securities. . .. .. ...t i 1,625,001 1,625,001
Junior subordinated debentures associated with preferred capital securities of:

M&T Capital Trust I —8.234% . . ... ..ot 154,640 154,640

M&T Capital Trust II—8.277% . ..o v ottt e 103,093 103,093

M&T Capital Trust IIT —9.25% . . ..o oottt e e e e 67,734 68,059

M&T Capital Trust IV—8.50%. . ... ..ottt 350,010 —

First Maryland Capital I — Variablerate . ......... .. ... ... .. ... ...... 144,750 144,201

First Maryland Capital Il — Variablerate. . .. ........ ... ... ... .. ...... 142,649 141,986

BSB Capital Trust —8.125% . . ... oottt e 16,927 16,902

BSB Capital Trust IIl — Variablerate. ... ........ ... ... ... ... .... 15,464 15,464

Allfirst Asset Trust — Variable rate. . ... ..o o ittt e e 102,108 101,952
Other .. e 8,387 9,300

$12,075,149 $10,317,945

The subordinated notes of M&T Bank are unsecured and are subordinate to the claims of
depositors and other creditors of M&T Bank. The subordinated notes of M&T Bank due 2013 had a fixed
rate of interest of 3.85% through March 2008 and bear a floating rate of interest thereafter until maturity
in April 2013, at a rate equal to the three-month LIBOR plus 1.50%. The subordinated notes of M&T are

unsecured and subordinate to the general creditors of M&T.

Long-term variable rate advances from the FHLB had contractual interest rates that ranged from
1.04% to 4.65% at December 31, 2008 and from 4.81% to 5.25% at December 31, 2007. The weighted-
average contractual interest rates were 2.62% and 5.03% at December 31, 2008 and 2007, respectively.
Long-term fixed-rate advances from the FHLB had contractual interest rates ranging from 4.23% to
7.32%. The weighted-average contractual interest rates payable were 5.13% and 5.18% at December 31,
2008 and 2007, respectively. Advances from the FHLB mature at various dates through 2035 and are

secured by residential real estate loans, commercial real estate loans and investment securities.
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Long-term agreements to repurchase securities had contractual interest rates that ranged from
3.91% to 5.14%. The weighted-average contractual interest rates were 4.21% at each of December 31,
2008 and 2007. The agreements outstanding at December 31, 2008 reflect various repurchase dates
through 2017, however, the contractual maturities of the underlying investment securities extend beyond
such repurchase dates.

M&T Capital Trust I (“Trust I”), M&T Capital Trust IT (“Trust II”), and M&T Capital Trust III
(“Trust 1IT”) have issued fixed rate preferred capital securities aggregating $310 million. On January 31,
2008 M&T Capital Trust IV (“Trust IV”), a Delaware business trust, issued $350 million of 8.50% fixed
rate Enhanced Trust Preferred Securities (“8.50% Enhanced Trust Preferred Securities”). First Maryland
Capital T (“Trust V”) and First Maryland Capital IT (“Trust VI”) have issued floating rate preferred capital
securities aggregating $300 million. The distribution rates on the preferred capital securities of Trust V
and Trust VI adjust quarterly based on changes in the three-month LIBOR and were 5.75% and 4.04%,
respectively, at December 31, 2008 and 6.24% and 5.76%, respectively, at December 31, 2007. As a result
of an acquisition in the fourth quarter of 2007, M&T assumed responsibility for $31.5 million of similar
preferred capital securities previously issued by special-purpose entities consisting of $16.5 million of
fixed rate preferred capital securities issued by BSB Capital Trust I (“Trust VII”) and $15 million of
floating rate preferred capital securities issued by BSB Capital Trust III (“Trust VIII”). The distribution
rate on the preferred capital securities of Trust VIII adjusts quarterly based on changes in the three-
month LIBOR and was 8.17% at December 31, 2008 and 8.59% at December 31, 2007. Trust I, Trust II,
Trust 111, Trust IV, Trust V, Trust VI, Trust VII and Trust VIII are referred to herein collectively as the
“Trusts.”

Other than the following payment terms (and the redemption and certain other terms described
below), the preferred securities issued by the Trusts (“Capital Securities”) are substantially identical in all
material respects:

Trust Distribution Rate Distribution Dates
Trust ...t 8.234% February 1 and August 1
TrustIT . ... ... 8.277% June 1 and December 1
Trust L. ... oo oot 9.25% February 1 and August 1

March 15, June 15, September 15
TrustIV. . ... .. . L 8.50% and December 15

January 15, April 15, July 15 and
Trust V... LIBOR plus 1.00% October 15

February 1, May 1, August 1 and
Trust VI. ...t LIBOR plus .85% November 1
Trust VII. . .................. 8.125% January 31 and July 31

January 7, April 7, July 7 and
Trust VIIT .. ... ot LIBOR plus 3.35% October 7

The common securities of each Trust (“Common Securities”) are wholly owned by M&T and are
the only class of each Trust’s securities possessing general voting powers. The Capital Securities represent
preferred undivided interests in the assets of the corresponding Trust. Under the Federal Reserve Board’s
current risk-based capital guidelines, the Capital Securities are includable in M&T’s Tier 1 (core) capital.
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The proceeds from the issuances of the Capital Securities and Common Securities were used by
the Trusts to purchase junior subordinated deferrable interest debentures (“Junior Subordinated Deben-
tures”) of M&T as follows:

Capital Common
Trust Securities Securities Junior Subordinated Debentures
Trust ... i, $150 million  $4.64 million $154.64 million aggregate

liquidation amount of 8.234%
Junior Subordinated Debentures due
February 1, 2027.

TrustIT ...t $100 million $3.09 million $103.09 million aggregate
liquidation amount of 8.277%
Junior Subordinated Debentures due
June 1, 2027.

Trust L. ... ..ot $60 million $1.856 million  $61.856 million aggregate
liquidation amount of 9.25% Junior
Subordinated Debentures due
February 1, 2027.

Trust IV. ... $350 million $.01 million $350.01 million aggregate
liquidation amount of 8.50% Junior
Subordinated Debentures due
January 31, 2068.

Trust V... $150 million  $4.64 million $154.64 million aggregate
liquidation amount of floating rate
Junior Subordinated Debentures due
January 15, 2027.

Trust VI ... ..o $150 million  $4.64 million $154.64 million aggregate
liquidation amount of floating rate
Junior Subordinated Debentures due
February 1, 2027.

Trust VII. .. .. ...t $16.5 million  $.928 million $17.428 million aggregate
liquidation amount of 8.125%
Junior Subordinated Debentures due
July 31, 2028.

Trust VIIT .. .. ...t $15 million $.464 million $15.464 million aggregate
liquidation amount of floating rate
Junior Subordinated Debentures due
January 7, 2033.

The Junior Subordinated Debentures represent the sole assets of each Trust and payments under
the Junior Subordinated Debentures are the sole source of cash flow for each Trust. The financial
statement carrying values of junior subordinated debentures associated with preferred capital securities at
December 31, 2008 and December 31, 2007 of Trust III, Trust V, Trust VI and Trust VII include the
unamortized portions of purchase accounting adjustments to reflect estimated fair value as of the date of
M&T’s acquisition of the common securities of each respective trust. The interest rates payable on the
Junior Subordinated Debentures of Trust V, Trust VI and Trust VIII were 5.75%, 4.04% and 8.17%,
respectively, at December 31, 2008 and were 6.24%, 5.76% and 8.59%, respectively, at December 31,
2007.

Holders of the Capital Securities receive preferential cumulative cash distributions on each
distribution date at the stated distribution rate unless M&T exercises its right to extend the payment of
interest on the Junior Subordinated Debentures for up to ten semi-annual periods (in the case of Trust I,
Trust II, Trust IIT and Trust VII), twenty quarterly periods (in the case of Trust V, Trust VI and
Trust VIII) or, with respect to Trust IV, for up to twenty quarterly periods without being subject to the
alternative payment mechanism (as described below), and for up to forty quarterly periods, without
giving rise to an event of default, in which case payment of distributions on the respective Capital
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Securities will be deferred for comparable periods. During an extended interest period, M&T may not pay
dividends or distributions on, or repurchase, redeem or acquire any shares of its capital stock. In the
event of an extended interest period exceeding twenty quarterly periods for the Junior Subordinated
Debentures due January 31, 2068 held by Trust IV, M&T must fund the payment of accrued and unpaid
interest through the alternative payment mechanism, which requires M&T to issue common stock, non-
cumulative perpetual preferred stock or warrants to purchase common stock until M&T has raised an
amount of eligible proceeds at least equal to the aggregate amount of accrued and unpaid deferred
interest on the Junior Subordinated Debentures due January 31, 2068 held by Trust IV. The agreements
governing the Capital Securities, in the aggregate, provide a full, irrevocable and unconditional guarantee
by M&T of the payment of distributions on, the redemption of, and any liquidation distribution with
respect to the Capital Securities. The obligations under such guarantee and the Capital Securities are
subordinate and junior in right of payment to all senior indebtedness of M&T.

The Capital Securities will remain outstanding until the Junior Subordinated Debentures are
repaid at maturity, are redeemed prior to maturity or are distributed in liquidation to the Trusts. The
Capital Securities are mandatorily redeemable in whole, but not in part, upon repayment at the stated
maturity dates of the Junior Subordinated Debentures or the earlier redemption of the Junior Subordi-
nated Debentures in whole upon the occurrence of one or more events set forth in the indentures
relating to the Capital Securities, and in whole or in part at any time after an optional redemption
contemporaneously with the optional redemption of the related Junior Subordinated Debentures in whole
or in part, subject to possible regulatory approval. In connection with the issuance of the 8.50%
Enhanced Trust Preferred Securities by Trust IV, M&T entered into a replacement capital covenant that
provides that neither M&T nor any of its subsidiaries will repay, redeem or purchase any of the Junior
Subordinated Debentures due January 31, 2068 or the 8.50% Enhanced Trust Preferred Securities prior to
January 31, 2048, with certain limited exceptions, except to the extent that, during the 180 days prior to
the date of that repayment, redemption or purchase, M&T and its subsidiaries have received proceeds
from the sale of qualifying securities that (i) have equity-like characteristics that are the same as, or more
equity-like than, the applicable characteristics of the 8.50% Enhanced Trust Preferred Securities or the
Junior Subordinated Debentures due January 31, 2068, as applicable, at the time of repayment,
redemption or purchase, and (ii) M&T has obtained the prior approval of the Federal Reserve Board, if
required.

Allfirst Preferred Capital Trust (“Allfirst Capital Trust”) has issued $100 million of Floating Rate
Non-Cumulative Subordinated Trust Enhanced Securities (“SKATES”). Allfirst Capital Trust is a Delaware
business trust that was formed for the exclusive purposes of (i) issuing the SKATES and common
securities, (ii) purchasing Asset Preferred Securities issued by Allfirst Preferred Asset Trust (“Allfirst Asset
Trust”) and (iii) engaging in only those other activities necessary or incidental thereto. M&T holds 100%
of the common securities of Allfirst Capital Trust. Allfirst Asset Trust is a Delaware business trust that
was formed for the exclusive purposes of (i) issuing Asset Preferred Securities and common securities,
(ii) investing the gross proceeds of the Asset Preferred Securities in junior subordinated debentures of
M&T and other permitted investments and (iii) engaging in only those other activities necessary or
incidental thereto. M&T holds 100% of the common securities of Allfirst Asset Trust and Allfirst Capital
Trust holds 100% of the Asset Preferred Securities of Allfirst Asset Trust. M&T currently has outstanding
$105.3 million aggregate liquidation amount Floating Rate Junior Subordinated Debentures due July 15,
2029 that are payable to Allfirst Asset Trust. The interest rates payable on such debentures were 6.18%
and 6.67% at December 31, 2008 and 2007, respectively.

Distributions on the SKATES are non-cumulative. The distribution rate on the SKATES and on
the Floating Rate Junior Subordinated Debentures is a rate per annum of three-month LIBOR plus
1.50% and three-month LIBOR plus 1.43%, respectively, reset quarterly two business days prior to the
distribution dates of January 15, April 15, July 15, and October 15 in each year. Distributions on the
SKATES will be paid if, as and when Allfirst Capital Trust has funds available for payment. The SKATES
are subject to mandatory redemption if the Asset Preferred Securities of Allfirst Asset Trust are redeemed.
Allfirst Asset Trust will redeem the Asset Preferred Securities if the junior subordinated debentures of
M&T held by Allfirst Asset Trust are redeemed. M&T may redeem such junior subordinated debentures,
in whole or in part, at any time on or after July 15, 2009, subject to regulatory approval. Allfirst Asset
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Trust will redeem the Asset Preferred Securities at par plus accrued and unpaid distributions from the

last distribution payment date. M&T has guaranteed, on a subordinated basis, the payment in full of all

distributions and other payments on the SKATES and on the Asset Preferred Securities to the extent that

Allfirst Capital Trust and Allfirst Asset Trust, respectively, have funds legally available. Under the Federal

Reserve Board’s current risk-based capital guidelines, the SKATES are includable in M&T’s Tier 1 Capital.
Long-term borrowings at December 31, 2008 mature as follows:

(In thousands)

Year ending December 31:

2000 .« $ 2,230,860
2000 . e 2,377,896
2000 e 1,719,347
2002 . 1,543,525
2003 e 393,086
Later years . .. ..o e 3,810,435

$12,075,149

10. Stockholders’ equity
On December 23, 2008, M&T issued 600,000 shares of Fixed Rate Cumulative Perpetual Preferred Stock,
Series A, $1 par value and $1,000 liquidation preference per share (“Series A Preferred Stock”) and a ten-
year warrant to purchase up to 1,218,522 shares of M&T Common Stock, $.50 par value, for $600 million
in cash as part of the Troubled Asset Relief Program — Capital Purchase Program of the U.S. Department
of Treasury (“U.S. Treasury”). The cash proceeds were allocated between the Series A Preferred Stock and
the warrant to purchase common stock based on the relative estimated fair values at the date of issuance.
Dividends on the Series A Preferred Stock, if declared, will accrue and be paid quarterly at a rate of 5%
per year for the first five years and thereafter at a rate of 9% per year. The shares of Series A Preferred
Stock have no stated maturity, do not have voting rights except in certain limited circumstances and are
not subject to mandatory redemption or a sinking fund. The terms of the Series A Preferred Stock
indicate that M&T cannot redeem the shares during the first three years except with the proceeds from a
qualifying equity offering. Thereafter, the Series A Preferred Stock may be redeemed at liquidation
preference plus accrued and unpaid dividends. M&T must provide at least 30 days and no more than
60 days notice to the holder of its intention to redeem the shares. In February 2009, legislation was
signed that may result in changes in those terms. The Series A Preferred Stock has priority over M&T’s
Common Stock with regard to the payment of dividends and liquidation distributions. The Series A
Preferred Stock qualifies as Tier 1 capital. The strike price for the warrant is $73.86 per share. The
agreement with the U.S. Treasury contains limitations on certain actions of M&T, including the payment
of quarterly cash dividends on M&T’s common stock in excess of $.70 per share and the repurchase of its
common stock during the first three years of the agreement. In addition, M&T agreed that, while the
U.S. Treasury owns the Series A Preferred Stock, M&T’s employee benefit plans and other executive
compensation arrangements for its senior executive officers must comply with Section 111(b) of the
Emergency Economic Stabilization Act of 2008.

During the year ended December 31, 2008, there were no dividends declared or paid on the
Series A Preferred Stock. Cumulative but undeclared dividends were $667,000 at December 31, 2008.

11. Stock-based compensation plans
The Company recognizes expense for stock-based compensation using the fair value method of account-
ing. Stock-based compensation expense recognized by the Company in 2008 was $50 million, and was
$51 million in each of 2007 and 2006. The Company recognized $11 million, $12 million and $13 million
in 2008, 2007 and 2006, respectively, of income tax benefits related to stock-based compensation.

The Company’s 2005 Incentive Compensation Plan allows for the issuance of various forms of
stock-based compensation, including stock options, restricted stock and performance-based awards.
Through December 31, 2008, only stock-based compensation awards, including stock options and
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restricted stock, that vest with the passage of time as service is provided have been issued. The 2005
Incentive Compensation Plan allows for share grants not to exceed 6,000,000 shares of stock plus the
shares that remained available for grant under a prior plan. At December 31, 2008 and 2007, respectively,
there were 3,108,342 and 5,685,802 shares available for future grant.

Stock option awards

Stock options issued generally vest over four years and are exercisable over terms not exceeding ten years
and one day. In 2005, the Company granted 125,600 options to substantially all employees who had not
been previously receiving awards. The options granted under that award vested three years after grant
date and are exercisable for a period of seven years thereafter.

The Company used an option pricing model to estimate the grant date present value of stock
options granted. The weighted-average estimated grant date value per option was $15.85 in 2008, $28.59
in 2007 and $28.10 in 2006. The values were calculated using the following weighted-average assump-
tions: an option term of 6.5 years (representing the estimated period between grant date and exercise
date based on historical data); a risk-free interest rate of 3.21% in 2008, 4.79% in 2007 and 4.28% in
2006 (representing the yield on a U.S. Treasury security with a remaining term equal to the expected
option term); expected volatility of 21% in each of 2008 and 2007, and 24% in 2006 (based on historical
volatility of M&T’s common stock price); and estimated dividend yields of 3.07% in 2008, 1.98% in 2007
and 1.65% in 2006 (representing the approximate annualized cash dividend rate paid with respect to a
share of common stock at or near the grant date). Based on historical data and projected employee
turnover rates, the Company reduced the estimated value of stock options for purposes of recognizing
stock-based compensation expense by 7% in 2008, 2007, and 2006 to reflect the probability of forfeiture
prior to vesting. Aggregate fair value of options expected to vest that were granted in 2008, 2007 and
2006 were $46 million, $48 million and $49 million, respectively.

A summary of stock option activity follows:

Stock Weighted-Average Aggregate
Options Exercise Life Intrinsic Value
Outstanding Price (In Years) (In Thousands)
Outstanding at January 1,2008 .................... 11,034,465 $ 88.95
Granted . ... o e 2,903,721 91.12
Exercised . ...t (538,134) 56.27
Expired . ... i (185,749) 98.19
Cancelled . . ... ... .. e (184,904) 105.68
Outstanding at December 31, 2008.................. 13,029,399  $ 90.42 5.8 $11,809
Exercisable at December 31,2008 . .................. 7,174,350  $ 80.50 3.9 $11,809

For 2008, 2007 and 2006, M&T received $25 million, $66 million and $68 million, respectively, in
cash and realized $4 million, $17 million and $27 million, respectively, in tax benefits from the exercise
of stock options. The intrinsic value of stock options exercised during those periods was $13 million,
$55 million and $86 million, respectively. As of December 31, 2008, there was $39 million of total
unrecognized compensation cost related to non-vested stock options. That cost is expected to be
recognized over a weighted-average period of 1.5 years. The total grant date fair value of stock options
vested during 2008, 2007 and 2006 was $36 million, $39 million and $37 million, respectively. Upon the
exercise of stock options, the Company generally issues shares from treasury stock to the extent available,
but may also issue new shares.

Restricted stock awards

Beginning in 2007, certain eligible employees of the Company could elect to receive all or a portion of
their stock-based compensation awards in the form of restricted stock rather than stock options.
Restricted stock awards vest over four years. Unrecognized compensation expense associated with
restricted shares was $1 million as of December 31, 2008 and is expected to be recognized over a
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weighted average period of 1.7 years. The Company generally will issue restricted shares from treasury
stock to the extent available, but may also issue new shares. During 2008 and 2007, the number of shares
of restricted stock issued was 37,747 and 15,083, respectively, with a weighted-average grant date fair
value of $3,446,000 and $1,830,000, respectively.

A summary of restricted stock activity follows:

Restricted Weighted-
Stock Average
Outstanding Exercise Price
Unvested at January 1, 2008 . . . . ..ottt e 14,232 $121.31
Granted . . ..o e 37,747 91.28
Vested . .ot e (2,246) 118.26
Cancelled . . ... e (4,029) 95.13
Unvested at December 31,2008 . . . ... ittt 45,704 $ 98.97

Stock purchase plan

The stock purchase plan provides eligible employees of the Company with the right to purchase shares of
M&T common stock through accumulated payroll deductions. Shares of M&T common stock will be
issued at the end of an option period, typically one year or six months. In connection with the employee
stock purchase plan, 1,000,000 shares of M&T common stock were authorized for issuance, of which
395,332 shares have been issued. There were 2,377 shares issued in 2008, no shares were issued in 2007,
and 102,400 shares were issued in 2006. For 2008 and 2006, respectively, M&T received $173,000 and

$10 million in cash for shares purchased through the employee stock purchase plan.

Similar to the stock option plans, the Company used an option pricing model to estimate the
grant date present value of purchase rights under the stock purchase plan. The estimated weighted-
average grant date value per right was $12.79 in 2008, $15.04 in 2007 and $16.43 in 2006. Such values
were calculated using the following weighted-average assumptions: a term of six months to one year
(representing the period between grant date and exercise date); a risk-free interest rate of 2.05% in 2008,
4.39% in 2007 and 4.95% in 2006 (representing the yield on a U.S. Treasury security with a like term);
expected volatility of 34% in 2008, 20% in 2007 and 14% in 2006 (based on historical volatility of
M&T’s common stock price); and an estimated dividend yield of 3.84% in 2008, 2.63% in 2007 and
1.96% in 2006 (representing the approximate annualized cash dividend rate paid with respect to a share
of common stock at or near the grant date).

Deferred bonus plan

The Company provides a deferred bonus plan pursuant to which eligible employees may elect to defer all
or a portion of their current annual incentive compensation awards and allocate such awards to several
investment options, including M&T common stock. Participants could elect the timing of distributions
from the plan. Such distributions are payable in cash with the exception of balances allocated to M&T
common stock which are distributable in the form of M&T common stock. Shares of M&T common
stock distributable pursuant to the terms of the deferred bonus plan were 54,782 and 56,630 at
December 31, 2008 and 2007, respectively. The obligation to issue shares is included in “common stock
issuable” in the consolidated balance sheet. Through December 31, 2008, 105,486 shares have been issued
in connection with the deferred bonus plan.

Directors’ stock plan
The Company maintains a compensation plan for non-employee members of the Company’s boards of
directors and directors advisory councils that allows such members to receive all or a portion of their
compensation in shares of M&T common stock. Through December 31, 2008 110,414 shares had been
issued in connection with the directors’ stock plan.

Through an acquisition, the Company assumed an obligation to issue shares of M&T common
stock related to a deferred directors compensation plan. Shares of common stock issuable under such
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plan were 23,665 and 26,282 at December 31, 2008 and 2007, respectively. The obligation to issue shares
is included in “common stock issuable” in the consolidated balance sheet.

Management stock ownership program

Through an acquisition, M&T obtained loans that are secured by M&T common stock purchased by
former executives of the acquired entity. At December 31, 2008 and 2007, the loan amounts owed M&T
were less than the fair value of the financed stock purchased and totaled $4 million. Such loans are
classified as a reduction of “additional paid-in capital” in the consolidated balance sheet. The amounts
are due to M&T no later than October 5, 2010.

12. Pension plans and other postretirement benefits
The Company provides pension (defined benefit and defined contribution plans) and other postretire-
ment benefits (including defined benefit health care and life insurance plans) to qualified retired
employees. The Company uses a December 31 measurement date for all of its plans.

Net periodic pension expense for defined benefit plans consisted of the following:

Year Ended December 31

2008 2007 2006
(In thousands)
SETVICE COSE v v vttt ettt e e et e et e e e $ 19,409  $ 21,138  $ 22,224
Interest cost on benefit obligation. . ........ ... ... ... ... . . ... 42,544 38,120 35,315
Expected return on plan assets . .. ... ... i (46,092) (40,152) (38,784)
Amortization of prior service cost. . ... ......c..vueirii ... (6,559) (6,559) (6,559)
Recognized net actuarial loss. . . ... ... 3,942 5,993 8,045
Net periodic Pension EXPense . . . ..« v v vt e nn e i $ 13244 $ 18540  $ 20,241

Net other postretirement benefits expense for defined benefit plans consisted of the following:
Year Ended December 31

2008 2007 2006
(In thousands)
SEIVICE COSE . v vttt ettt e e e e $ 559 $ 596 $ 573
Interest cost on benefit obligation . ........... ... ... . . . ... 4,033 3,811 3,770
Amortization of prior service cost .. ... ......v.iit i 275 170 170
Recognized net actuarial loss .. ........ ... 42 359 270
Net other postretirement benefits expense . ......... ... ... ... ... ... $4,909  $4,936  $4,783
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Data relating to the funding position of the defined benefit plans were as follows:

Other
Pension Benefits Postretirement Benefits
2008 2007 2008 2007
(In thousands)
Change in benefit obligation:
Benefit obligation at beginning of year .. ............. $ 740,464  $ 654,712  $ 71,150 $ 64,323
SeIVICE COSE v v v vttt et e e e e 19,409 21,138 559 596
Interest COSt . ... oo ittt e 42,544 38,120 4,033 3,811
Plan participants’ contributions . ................... — — 2,639 2,552
Actuarial (gain) loss . . ........ i (12,483) 17,006 (5,342) 444
Business combinations .. ..............ia.. — 42,055 — 8,579
Medicare Part D reimbursement. ................... — — 114 642
Benefits paid . ....... ... . . (39,021) (32,567) (10,203) (9,797)
Benefit obligation at end of year. .. ................. 750,913 740,464 62,950 71,150
Change in plan assets:
Fair value of plan assets at beginning of year .......... 625,581 514,115 — —
Actual return on plan assets . . . ....... ... ... (179,523) 27,891 — —
Employer contributions . .............. ... ... .. ... 143,634 68,665 7,450 6,603
Business combinations . . . ... oo ov vttt — 47,477 — —
Plan participants’ contributions .................... — — 2,639 2,552
Medicare Part D reimbursement. .. ................. — — 114 642
Benefits and other payments. .. .................... (39,021) (32,567) (10,203) (9,797)
Fair value of plan assets at end of year . . ............. 550,671 625,581 — —
Funded Status. . ... oo ot e et e e $(200,242)  $(114,883) $(62,950) $(71,150)
Assets and liabilities recognized in the consolidated balance
sheet were:
Net prepaid asset . .. ... ...ouiutiitenennennn.. $ — $ 1,044 $ —  $ —
Accrued liabilities . . .. .. ..o ot (200,242) (115,927) (62,950) (71,150)
Amounts recognized in accumulated other comprehensive
income (“AOCI”) were:
Net loSS © oot $ 334,169 $ 124,871 $ 1,527 $ 6,946
Net prior service cost . .. ..o v vivnienn e, (49,690) (56,248) 485 761
Pre-tax adjustment to AOCL. . ........ ... ... .. ..... 284,479 68,623 2,012 7,707
TaXeS vt e e e (111,373) (26,832) (788) (3,013)
Net adjustment to AOCL. . .. .....oitinnnne.. $173,106 $ 41,791 $ 1,224 $ 4,694

The Company has an unfunded supplemental pension plan for certain key executives. The
projected benefit obligation and accumulated benefit obligation included in the preceding data related to
such plan were $48,096,000 and $47,977,000, respectively, as of December 31, 2008 and $48,872,000 and
$48,134,000, respectively, as of December 31, 2007.

The accumulated benefit obligation for all defined benefit pension plans was $740,825,000 and
$732,502,000 at December 31, 2008 and 2007, respectively. As of December 31, 2008, all defined benefit
pension plans had accumulated benefit obligations (including $47,977,000 related to the unfunded
supplemental pension plan) in excess of plan assets. As of December 31, 2007, the accumulated benefit
obligation and fair value of plan assets for pension plans with accumulated benefit obligations in excess
of plan assets were $725,776,000 (including $48,134,000 related to the unfunded supplemental pension
plan) and $617,811,000, respectively.
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In September 2006, the Financial Accounting Standards Board issued SFAS No. 158, “Employers’
Accounting for Defined Benefit Pension and Other Postretirement Plans,” which requires an employer to
recognize in its balance sheet as an asset or liability the overfunded or underfunded status of a defined
benefit postretirement plan, measured as the difference between the fair value of plan assets and the benefit
obligation. For a pension plan, the benefit obligation is the projected benefit obligation; for any other
postretirement benefit plan, such as a retiree health care plan, the benefit obligation is the accumulated
postretirement benefit obligation. SFAS No. 158 requires that gains or losses and prior service costs or
credits that arise during the period, but are not included as components of net periodic benefit expense be
recognized as a component of other comprehensive income. As indicated in the preceding table, as of
December 31, 2008 the Company recorded an additional minimum liability totaling $286,491,000
($284,479,000 related to pension plans and $2,012,000 related to other postretirement benefits) with a
corresponding reduction of stockholders’ equity, net of applicable deferred taxes, of $174,330,000. Of the
$284,479,000 related to pension plans, $6,693,000 was related to unfunded nonqualified defined benefit
plans. In aggregate, the benefit plans incurred losses during 2008 that resulted from actual experience
differing from the assumptions utilized and from changes in actuarial assumptions. The main factor
contributing to those losses was a negative return on assets in the qualified defined benefit pension plans of
approximately $180 million as compared with an expected gain of approximately $46 million. As a result,
the Company increased its minimum liability adjustment from that which was recorded at December 31,
2007 by $210,161,000 with a corresponding decrease to stockholders’ equity that, net of applicable deferred
taxes, was $127,845,000. The table below reflects the changes in plan assets and benefit obligations
recognized in other comprehensive income related to the Company’s postretirement benefit plans.

Other
Postretirement
Pension Plans Benefit Plans Total

(In thousands)

2008

Net 1oss (gain) . ..o o vt e $213,239 $(5,378) $207,861
Amortization of prior service (cost) credit . ................... 6,559 (275) 6,284
Amortization of (loss) gain . ......... ... .. ... ... ... (3,942) (42) (3,984)
Total recognized in other comprehensive income, pre-tax......... $215,856 $(5,695) $210,161
2007

Net loss (gain) $ 29,475 $ 484 $ 29,959
Amortization of prior service (cost) credit 6,559 (170) 6,389
Amortization of (loss) gain (5,993) (359) (6,352)
Total recognized in other comprehensive income, pre-tax $ 30,041 $ (45 $ 29,996

The following table reflects the amortization of amounts in accumulated other comprehensive
income expected to be recognized as components of net periodic benefit expense during 2009:

Other
Postretirement
Pension Plans Benefit Plans

(In thousands)

Amortization of net prior service cost (credit). . ........... ... . ... $(6,559) $243
Amortization of et 10SS . . . oo vt 9,503 21

The Company was required to initially adopt the provisions of SFAS No. 158 as of December 31,
2006. As of that date, the Company recorded an additional minimum liability totaling $46,334,000
($38,582,000 related to pension plans and $7,752,000 related to other postretirement benefits) with a
corresponding reduction of stockholders’ equity, net of applicable deferred taxes, of $28,263,000. Of the
$38,582,000 related to pension plans, $7,955,000 was related to unfunded nonqualified defined benefit
plans. Because the recognition requirements of SFAS No. 158 were required to be applied at the end of
the year of adoption, the Company had to first recognize the minimum liability amounts required under
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the provisions of SFAS No. 87, “Employers’ Accounting for Pensions.” As a result, as of December 31,
2006 the Company decreased its previously recorded minimum pension liability by $50,708,000 with a
corresponding increase to other comprehensive income that, net of applicable deferred taxes, was
$30,932,000. In order to recognize the funded status of the Company’s combined postretirement defined
benefit plans under the provisions of SFAS No. 158, the Company then recorded an incremental
minimum liability of $16,166,000 with a corresponding reduction of stockholders’ equity that, net of
applicable deferred taxes, was $9,841,000. In total, the Company decreased its minimum liability from
that which was recorded at December 31, 2005 by $34,542,000 with a corresponding increase to
stockholders’ equity that, net of applicable deferred taxes, was $21,091,000.

The Company also provides a qualified defined contribution pension plan to eligible employees
who were not participants in the defined benefit pension plan as of December 31, 2005 and to other
employees who have elected to participate in the defined contribution plan. The Company makes
contributions to the defined contribution plan each year in an amount that is based on an individual
participant’s total compensation (generally defined as total wages, incentive compensation, commissions
and bonuses) and years of service. Participants do not contribute to the defined contribution pension
plan. Pension expense recorded in 2008, 2007 and 2006 associated with the defined contribution pension
plan was approximately $10 million, $8 million and $7 million, respectively.

The assumed weighted-average rates used to determine benefit obligations at December 31 were:

Other
Pension Postretirement
Benefits Benefits
2008 2007 2008 2007
DiSCOUNt Tate. . . .ttt e e e 6.00% 6.00% 6.00% 6.00%

Rate of increase in future compensation levels .. ................... 4.60%  4.60% — —

The assumed weighted-average rates used to determine net benefit expense for the years ended
December 31 were:

Other
Pension Benefits Postretirement Benefits
2008 2007 2006 2008 2007 2006
Discountrate . . .......viutiniii i 6.00% 5.75% 5.50% 6.00% 5.75% 5.50%
Long-term rate of return on plan assets ................... 7.50% 8.00% 8.50% — — —
Rate of increase in future compensation levels .............. 4.60% 4.70% 4.90% — — —

On December 1, 2007, pension and other benefit obligations were assumed as a result of the
acquisition of Partners Trust. Initial liabilities and net costs were determined using a 6.00% discount rate
and other assumptions as noted above. Partners Trust had previously frozen all pension benefit accruals
and participation in its plan.

Weighted-average pension plan asset allocations based on the fair value of such assets at
December 31, 2008 and 2007, and target allocations by asset category, are as follows:

December 31

ettt il Target

2008 2007 Allocation
Equity securities . ... ..o 50% 63%  55-75%
Debt SECUTIItIES . . vttt i i e e e e e 25 32 25-40
Other . .o e e 25 5 0-15

TOUAL. o o ettt e e e 100% 100%

In light of unsettled market conditions at December 31, 2008, the qualified defined benefit
pension plan held a larger portion of its assets in cash and short-term investments as compared with
December 31, 2007 and the target allocation. The expected long-term rate of return assumption as of
each measurement date was determined by taking into consideration asset allocations as of each such
date, target allocations of assets, historical returns on the types of assets held and current economic
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factors. The Company’s investment policy for determining the asset allocation targets was developed
based on the desire to maximize total return while placing a strong emphasis on preservation of capital.
In general, it is hoped that, in the aggregate, changes in the fair value of plan assets will be less volatile
than similar changes in appropriate market indices. Returns on invested assets are periodically compared
with target market indices for each asset type to aid management in evaluating such returns. Further-
more, management regularly reviews the investment policy and may, if deemed appropriate, make
changes to the target allocations presented above.

Pension plan assets included common stock of M&T with a fair value of $18,826,000 (3% of total
plan assets) at December 31, 2008 and $26,749,000 (4% of total plan assets) at December 31, 2007.
Pension plan assets also included American Depositary Shares of AIB (“AIB ADSs”) with a fair value of
$661,000 and $6,478,000 at December 31, 2008 and 2007, respectively (see note 24).

The Company makes contributions to its funded qualified defined benefit pension plans as
required by government regulation or as deemed appropriate by management after considering factors
such as the fair value of plan assets, expected returns on such assets, and the present value of benefit
obligations of the plans. Subject to the impact of actual events and circumstances that may occur in
2009, the Company may make contributions to the qualified defined benefit pension plans in 2009, but
the amount of any such contribution has not yet been determined. No minimum contribution is required
in 2009 under government regulations for the qualified defined benefit pension plans. The Company
contributed $140 million to the qualified defined benefit pension plans in 2008 and $66 million in 2007.
The Company regularly funds the payment of benefit obligations for the supplemental defined benefit
pension and postretirement benefit plans because such plans do not hold assets for investment. Payments
made by the Company for supplemental pension benefits were $3,634,000 and $2,665,000 in 2008 and
2007, respectively. Payments made by the Company for postretirement benefits were $7,450,000 and
$6,603,000 in 2008 and 2007, respectively. Payments for supplemental pension and other postretirement
benefits for 2009 are not expected to differ from those made in 2008 by an amount that will be material
to the Company’s consolidated financial position.

Estimated benefits expected to be paid in future years related to the Company’s defined benefit
pension and other postretirement benefits plans are as follows:

Other
Pension Postretirement
Benefits Benefits

(In thousands)
Year ending December 31:

2000 L $ 33,764 $ 6,551
2000 . 37,495 6,446
200 40,078 6,335
2002 42,622 6,215
2003 44,146 6,127
2014 through 2018 . ... ... 272,140 28,917

For measurement of other postretirement benefits, an 8% annual rate of increase in the per capita
cost of covered health care benefits was assumed for 2009. The rate was assumed to decrease gradually to
5% over 3 years and remain constant thereafter. Assumed health care cost trend rates have a significant
effect on the amounts reported for health care plans. A one-percentage point change in assumed health
care cost trend rates would have had the following effects:

+1% -1%
(In thousands)

Increase (decrease) in:
Service and INErest COSt . . . . vttt t it $ 192 $ (172)
Accumulated postretirement benefit obligation . . ....... ... ... .. Lo L. 2,964 (2,656)

The Company has a retirement savings plan (“RSP”) that is a defined contribution plan in which
eligible employees of the Company may defer up to 50% of qualified compensation via contributions to
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the plan. The Company makes an employer matching contribution in an amount equal to 75% of an
employee’s contribution, up to 4.5% of the employee’s qualified compensation. Employees’ accounts,
including employee contributions, employer matching contributions and accumulated earnings thereon,
are at all times fully vested and nonforfeitable. Employee benefits expense resulting from the Company’s
contributions to the RSP totaled $23,311,000, $21,749,000 and $21,152,000 in 2008, 2007 and 2006,
respectively.

13. Income taxes
The components of income tax expense (benefit) were as follows:
Year Ended December 31

2008 2007 2006
(In thousands)

Current
Federal . ... oot $231,426  $321,604  $439,632
State and City. . .. ..o (30,514) 32,344 21,070
Total current ... ...t e e 200,912 353,948 460,702

Deferred
Federal ... ... . . . . (10,095) (40,707) (56,981)
State and City. . . ..ottt (6,925) (3,963) (11,268)
Total deferred. . ... ..o (17,020) (44,670) (68,249)
Total income taxes applicable to pre-tax income. ................ $183,892  $309,278  $392,453

Included above in total current income tax expense for 2008 is $40,028,000 of benefit from the
resolution of previously uncertain tax positions related to the Company’s activities in various jurisdictions
during the years 1999-2007.

The Company files a consolidated federal income tax return reflecting taxable income earned by
all subsidiaries. In prior years, applicable federal tax law allowed certain financial institutions the option
of deducting as bad debt expense for tax purposes amounts in excess of actual losses. In accordance with
generally accepted accounting principles, such financial institutions were not required to provide deferred
income taxes on such excess. Recapture of the excess tax bad debt reserve established under the previously
allowed method will result in taxable income if M&T Bank fails to maintain bank status as defined in the
Internal Revenue Code or charges are made to the reserve for other than bad debt losses. At December 31,
2008, M&T Bank’s tax bad debt reserve for which no federal income taxes have been provided was
$79,121,000. No actions are planned that would cause this reserve to become wholly or partially taxable.

Income taxes attributable to gains or losses on bank investment securities were benefits of
$57,859,000 and $49,308,000 in 2008 and 2007, respectively, and an expense of $976,000 in 2006. No
alternative minimum tax expense was recognized in 2008, 2007 or 2006.

Total income taxes differed from the amount computed by applying the statutory federal income
tax rate to pre-tax income as follows:

Year Ended December 31

2008 2007 2006
(In thousands)
Income taxes at statutory rate ... ........ . $258,923 $337,238 $431,075
Increase (decrease) in taxes:
Tax-eXempt INCOME . .« oottt et et e e aee e (31,668) (30,149) (31,222)
State and city income taxes, net of federal income tax effect. . ........ (24,335) 18,448 6,371
Low income housing credits ............ ... ... (21,170) (19,092) (16,812)
Other .« 2,142 2,833 3,041

$183,892  $309,278  $392,453

129



130

M&T BANK CORPORATION AND SUBSIDIARIES

Notes to Financial Statements — (Continued)

Deferred tax assets (liabilities) were comprised of the following at December 31:

2008 2007 2006
(In thousands)

Losses on loans and other assets .. .........c.ovuiii ... $ 389,177  $ 333,705  $ 302,061
Postretirement and other employee benefits. . . ................ 43,874 46,619 42,348
Incentive compensation plans . .......... ... .. ... .. ... 28,489 31,730 28,737
Interest on 1oans . ..o oottt 38,835 32,587 23,399
Retirement benefits . ....... ... i 62,185 28,912 40,600
Stock-based compensation. . ......... ... i 58,837 52,841 45,729
Unrealized investment 10SS€S . . ..o v v v it i ettt 331,616 12,836 23,173
Depreciation and amortization ............... ... ... 10,141 7,163 8,324
Capitalized servicing rights . ......... ... ... ... . ... . .. 3,243 — —
Other. ..o e 28,478 38,249 20,526

Gross deferred tax @ssets . ... .vvvv it 994,875 584,642 534,897
Leasing transactions. . .. .. ....vuvtvtenenenenenenenenennnn (316,444)  (313,812)  (317,854)
Capitalized servicing rights .. ....... ... ... . . .. — (7,133) (6,031)
Interest on subordinated note exchange...................... (16,264) (17,118) (21,093)
o] T (9,691)  (10,791)  (12,191)

Gross deferred tax liabilities. . ........... ... ... .. ... .... (342,399) (348,854) (357,169)
Net deferred tax @sset. . ... .oovir it $ 652,476  $ 235,788 $ 177,728

The Company believes that it is more likely than not that the deferred tax assets will be realized
through taxable earnings or alternative tax strategies.

The income tax credits shown in the statement of income of M&T in note 26 arise principally
from operating losses before dividends from subsidiaries.

The adoption of FIN No. 48 as of January 1, 2007 did not result in any change to the Company’s
liability for uncertain tax positions as of that date. A reconciliation of the beginning and ending amount
of unrecognized tax benefits for 2007 and 2008 follows:

Federal, Unrecognized
State and Accrued Income Tax
Local Tax Interest Benefits
(In thousands)
Gross unrecognized tax benefits at January 1,2007 . ... .. ...t .. $ 96,979 $ 14,287 $111,266
Increases in unrecognized tax benefits as a result of tax positions taken during
2007 . o e 17,760 — 17,760
Increases in unrecognized tax benefits as a result of tax positions taken during
PIIOT YEATS. . . . ot e e e — 10,571 10,571
Elimination of unrecognized tax benefits as a result of the conclusion of
litigation with a taxing authority . . . ....... ... ... .. ... ... ... (1,885) (634) (2,519)
Unrecognized tax benefits acquired in a business combination. ............. 7,190 2,144 9,334
Gross unrecognized tax benefits at December 31,2007 .. ................. 120,044 26,368 146,412
Increases in unrecognized tax benefits as a result of tax positions taken during
2008 . . 2,405 — 2,405
Increases in unrecognized tax benefits as a result of tax positions taken during
PIIOT YEATS. . . . ettt e e e — 15,837 15,837
Decreases in unrecognized tax benefits as a result of tax positions taken during
PIIOT YEAIS. . . ottt e (52,399) (15,533) (67,932)
Decreases in unrecognized tax benefits as a result of settlements with taxing
AUThOTIEIES . . . o e (31,763) (9,116) (40,879)
Gross unrecognized tax benefits at December 31,2008 .. ................. $ 38,287 $ 17,556 55,843
Less: Federal, state and local income tax benefits ....................... (16,461)
Net unrecognized tax benefits at December 31, 2008 that, if recognized, would
impact the effective income tax rate. . . ... ... .......uuiieerenennn.n $ 39,382
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The Company’s policy is to recognize interest and penalties, if any, related to unrecognized tax
benefits in income taxes in the consolidated statement of income. The balance of accrued interest at
December 31, 2008 is included in the table above. The Company’s federal, state and local income tax
returns are routinely subject to examinations from various governmental taxing authorities. Such
examinations may result in challenges to the tax return treatment applied by the Company to specific
transactions. Management believes that the assumptions and judgment used to record tax-related assets
or liabilities have been appropriate. Should determinations rendered by tax authorities ultimately indicate
that management’s assumptions were inappropriate, the result and adjustments required could have a
material effect on the Company’s results of operations. Under statute, the Company’s federal income tax
returns for the years 2005-2007 could be adjusted by the Internal Revenue Service (“IRS”), although
examinations for those tax years have been concluded. The Company is appealing the sole issue raised by
the IRS in its examination of 2007 and would anticipate that any settlement or resolution within the next
twelve months would not impact the effective tax rate. The Company also files income tax returns in
over forty state and local jurisdictions. Substantially all material state and local matters have been
concluded for years through 2001. Some tax returns for years after 2001 are presently under examination.
It is not reasonably possible to estimate when any of those examinations will be completed or if others
will be commenced.

14. Earnings per common share

The computations of basic earnings per common share follow:

Year Ended December 31
2008 2007 2006
(In thousands, except per share)

Income available to common stockholders:

NEt INCOMIE o v v et e e et e e e e e e e e e e e e e e e $555,887  $654,259  $839,189
Less: Preferred stock dividends undeclared. . ..................... (667) — —
Amortization of preferred stock discount. .. ................. (124) — —

Net income available to common stockholders ..................... 555,096 654,259 839,189
Weighted-average shares outstanding (including common stock issuable).. 110,211 108,129 111,173
Basic earnings per common share .. ........... ... . . ... $ 504 $ 605 $ 755

The computations of diluted earnings per common share follow:
Year Ended December 31

2008 2007 2006
(In thousands, except per share)

Income available to common stockholders. ... ........ ... ... . .... $555,096  $654,259  $839,189
Weighted-average shares outstanding . . .. ........... ... ... ... .. 110,211 108,129 111,173
Plus: incremental shares from assumed conversion of stock-based

compensation awards. . . . ... vt e 693 1,883 2,745
Adjusted weighted-average shares outstanding . .. ................... 110,904 110,012 113,918
Diluted earnings per common share ........... ... .. ... ... .. ..... $ 501 $ 595 $ 737

Options to purchase approximately 10,082,000, 3,667,000 and 2,063,000 common shares during
2008, 2007 and 2006, respectively, were not included in the computations of diluted earnings per
common share because the effect on those years would be antidilutive.
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15. Comprehensive income
The following table displays the components of other comprehensive income:
Before-tax Income

Amount Taxes Net
(In thousands)

For the year ended December 31, 2008
Unrealized losses on available for sale (“AFS”) investment securities:

Unrealized holding losses . . . ....... ... .. ... $(1,001,417) $331,461  $(669,956)
Add: transfer of investment securities from AFS to held to maturity

(HTM ) et e e e e 86,943 (20,972) 65,971
Less: reclassification adjustment for losses recognized in net

0Tl s LI (180,274) 10,863 (169,411)

(734,200) 299,626 (434,574)
Unrealized holding losses on investment securities transferred from

AFS to HTM:

Unrealized holding losses transferred . ....................... (86,943) 20,972 (65,971)
Less: Amortization of unrealized holding losses to income . ... .... (5,101) 1,818 (3,283)
(81,842) 19,154 (62,688)
Net unrealized losses on investment securities . .................. (816,042) 318,780 (497,262)

Cash flow hedges:
Unrealized losses on terminated cash flow hedges. ................ (20,225) 7,887 (12,338)
Reclassification of losses on terminated cash flow hedges to income. . . 25,234 (9,848) 15,386
5,009 (1,961) 3,048
Defined benefit plan liability adjustment . ...................... (210,161) 82,316 (127,845)

$(1,021,194)  $399,135  $(622,059)

For the year ended December 31, 2007
Unrealized losses on AFS investment securities:

Unrealized holding losses . . . ........ ... ... . o, $ (149,854) $ 38,971  $(110,883)
Less: reclassification adjustment for losses recognized in net

INCOIME « o vttt e e e e et e e et e e e et e s (126,096) 49,308 (76,788)

(23,758) (10,337) (34,095)

Unrealized losses on cash flow hedges ......................... (14,696) 5,765 (8,931)

Defined benefit plan liability adjustment . ...................... (29,996) 11,774 (18,222)

$ (68/450) $ 7,202 § (61,248)

For the year ended December 31, 2006
Unrealized gains on AFS investment securities:

Unrealized holding gains .. ......... ... . .. ..., $ 33,939 $ (9,084) $ 24,855
Less: reclassification adjustment for gains realized in net income . . . 2,566 (976) 1,590
31,373 (8,108) 23,265

Minimum pension liability adjustment. .. ............. ... ..... 50,708 (19,776) 30,932

$ 82,081 $(27,884) $ 54,197

As described in note 3, during the third quarter of 2008 the Company transferred private collateralized
mortgage obligations having a fair value of $298 million and a cost basis of $385 million from its
available-for-sale investment securities portfolio to the held-to-maturity portfolio.
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Accumulated other comprehensive income (loss), net consisted of unrealized gains (losses) as
follows:

Cash Defined
Investment Flow Benefit
Securities Hedges Plans Total
(In thousands)
Balance at January 1,2006 . ..., $ (48,576) $ — $ (49,354) $ (97,930)
Net gain (loss) during 2006 . .. ......... .. ..., 23,265 — 30,932 54,197
Change in accounting for defined benefit plans (note 12). .. — — (9,841) (9,841)
Balance at December 31,2006 ... ... ot (25,311) — (28,263) (53,574)
Net gain (loss) during 2007 .. ...t (34,095) (8,931) (18,222) (61,248)
Balance at December 31,2007 .. ..., (59,406) (8,931) (46,485) (114,822)
Net gain (loss) during 2008 ... ...... ... .. ... ........ (497,262) 3,048 (127,845) (622,059)
Balance at December 31,2008 ....................... $(556,668) $(5,883) $(174,330) $(736,381)

16. Other income and other expense

The following items, which exceeded 1% of total interest income and other income in the respective
period, were included in either “other revenues from operations” or “other costs of operations” in the
consolidated statement of income:

Year Ended December 31
2008 2007 2006
(In thousands)

Other income:

Bank owned life insurance. . . ... ottt e $ 49,006  $46,723  $52,690
Credit-related fee INnCOME . . . .ottt e e 55,293

Other expense:
Professional Services . . ... ...v vttt e 112,632 95,912 85,421
Amortization of capitalized servicing rights. ....................... 65,722 62,931 61,007

17. International activities

The Company engages in certain international activities consisting largely of collecting Eurodollar
deposits, engaging in foreign currency trading, providing credit to support the international activities of
domestic companies and holding certain loans to foreign borrowers. Net assets identified with interna-
tional activities amounted to $98,767,000 and $119,930,000 at December 31, 2008 and 2007, respectively.
Such assets included $91,472,000 and $106,816,000, respectively, of loans to foreign borrowers. Deposits
at M&T Bank’s offshore branch office were $4,047,986,000 and $5,856,427,000 at December 31, 2008 and
2007, respectively. The Company uses such deposits to facilitate customer demand and as an alternative
to short-term borrowings when the costs of such deposits seem reasonable.

18. Derivative financial instruments
As part of managing interest rate risk, the Company enters into interest rate swap agreements to modify
the repricing characteristics of certain portions of the Company’s portfolios of earning assets and
interest-bearing liabilities. Interest rate swap agreements are generally entered into with counterparties
that meet established credit standards and most contain master netting and collateral provisions
protecting the at-risk party. Based on adherence to the Company’s credit standards and the presence of
the netting and collateral provisions, the Company believes that the credit risk inherent in these contracts
is not significant as of December 31, 2008.

The Company designates interest rate swap agreements utilized in the management of interest rate
risk as either fair value hedges or cash flow hedges as defined in SFAS No. 133. Fair value hedges are
intended to protect against exposure to changes in the fair value of designated assets or liabilities. Cash
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flow hedges are intended to protect against the variability of cash flows associated with designated assets
or liabilities.

Information about interest rate swap agreements entered into for interest rate risk management
purposes summarized by type of financial instrument the swap agreements were intended to hedge
follows:

Weighted- Estimated Fair
Notional Average __Average Rate Value-Gain
Amount Maturity Fixed Variable (Loss)
(In thousands) (In years) (In thousands)
December 31, 2008
Fair value hedges:
Fixed rate time deposits(a) ................. $ 70,000 6.1 5.14%  2.04% $ 2,300
Fixed rate long-term borrowings(a) ........... 1,037,241 7.5 6.33% 4.28% 143,811
$1,107,241 E 6.25% 4.14% $146,111
December 31, 2007
Fair value hedges:
Fixed rate time deposits(a) ................. $ 205,000 4.0 4.80%  4.96% $ 1,417
Fixed rate long-term borrowings(a) .. ......... 637,241 7.6 6.14% 6.48% 15,092
842,241 6.7 5.81% 6.11% 16,509
Cash flow hedge:
Variable rate long-term borrowings(b)......... 1,500,000 L3 4.80% 5.10% (16,690)
$2,342,241 3.2 5.17%  5.47% $  (181)

(a) Under the terms of these agreements, the Company receives settlement amounts at a fixed rate and pays at a
variable rate.

(b) Under the terms of these agreements, the Company receives settlement amounts at a variable rate and pays at
a fixed rate.

The estimated fair value of interest rate swap agreements represents the amount the Company would
have expected to receive (pay) to terminate such contracts. The estimated fair value of such swap
agreements included gross unrealized gains of $146,111,000 and $16,513,000 at December 31, 2008 and
2007, respectively, and gross unrealized losses of $16,694,000 at December 31, 2007. There were no
similar unrealized losses at December 31, 2008. At December 31, 2008 and 2007, the estimated fair values
of interest rate swap agreements designated as fair value hedges were substantially offset by unrealized
gains and losses resulting from changes in the fair values of the hedged items. At December 31, 2008 the
Company’s credit exposure with respect to the $146,111,000 estimated fair value of its interest rate swap
agreements used for managing interest rate risk has been substantially mitigated through master netting
arrangements with trading account interest rate contracts with the same counterparties as well as
counterparty postings of $75 million of cash collateral with the Company. The Company does not offset
fair value amounts for interest rate swap agreements subject to master netting arrangements or for posted
cash collateral.

In response to changes in its interest rate risk profile, during 2008 the Company terminated
interest rate swap agreements with a notional amount of $1.5 billion that had originally been entered
into as cash flow hedges of variable rate long-term borrowings. The Company recognized a $37 million
loss as a result of the termination. At December 31, 2008 remaining unamortized losses of $11 million
from the termination, offset by $2 million of unamortized gains related to terminated swap agreements
that had been entered into as a cash flow hedge in anticipation of the Company issuing a long-term
borrowing in 2007, were reflected in “accumulated other comprehensive income” in the consolidated
balance sheet. The remaining net unrealized losses will be amortized over the original hedge periods as
an adjustment to interest expense associated with the previously hedged long-term borrowings.
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The notional amount of interest rate swap agreements entered into for risk management purposes
that were outstanding at December 31, 2008 mature as follows:

(In thousands)

Year ending December 31:

2000 . L e $ —
2000 . e 147,241
200 L . e —
2002 e e —
2003 L e —
Later years . ... .o 960,000

$1,107,241

The net effect of interest rate swap agreements was to increase net interest income by $15,857,000 in
2008 and to decrease net interest income by $2,556,000 in 2007 and $4,281,000 in 2006. The average
notional amounts of interest rate swap agreements impacting net interest income that were entered into
for interest rate risk management purposes were $1,269,017,000 in 2008, $1,410,542,000 in 2007 and
$774,268,000 in 2006. The amount of hedge ineffectiveness recognized in 2008, 2007 and 2006 was not
material to the Company’s results of operations.

The Company utilizes commitments to sell residential and commercial real estate loans to hedge
the exposure to changes in the fair value of real estate loans held for sale. Such commitments have been
designated as fair value hedges. The Company also utilizes commitments to sell real estate loans to offset
the exposure to changes in the fair value of certain commitments to originate real estate loans for sale.
As a result of these activities, net unrealized pre-tax gains related to hedged loans held for sale,
commitments to originate loans for sale, and commitments to sell loans were approximately $9 million at
December 31, 2008, compared with net unrealized pre-tax losses of $7 million at December 31, 2007.
Changes in unrealized gains or losses are included in mortgage banking revenues and, in general, are
realized in subsequent periods as the related loans are sold and commitments satisfied.

Derivative financial instruments used for trading purposes included interest rate contracts, foreign
exchange and other option contracts, foreign exchange forward and spot contracts, and financial futures.
Interest rate contracts entered into for trading purposes had notional values and estimated fair value net
gains of $14.6 billion and $31,559,000, respectively, at December 31, 2008 and notional values and
estimated fair value net gains of $11.7 billion and $24,606,000, respectively, at December 31, 2007.
Foreign exchange and other option and futures contracts totaled approximately $713 million and
$801 million at December 31, 2008 and 2007, respectively. Such contracts were valued at a net loss of
$523,000 and a net gain of $686,000 at December 31, 2008 and 2007, respectively. Trading account assets
and liabilities are recorded in the consolidated balance sheet at estimated fair value. The following table
includes information about the estimated fair value of derivative financial instruments used for trading
purposes:

2008 2007
(In thousands)

December 31:

Gross unrealized Gains .. ... ...« e $552,115  $168,317

Gross UNrealized LOSSES . v . v v v v vt e e 521,079 143,025
Year ended December 31:

Average gross unrealized gains. . .. ... .. e $250,799  $ 94,475

Average gross unrealized losses . .. ... ... 221,399 75,108

Net gains realized from derivative financial instruments used for trading purposes were $17,321,000,
$12,152,000 and $14,800,000 in 2008, 2007 and 2006, respectively.
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19. Variable interest entities and asset securitizations

Variable interest entities
Variable interest entities in which the Company holds a significant variable interest are described below.

M&T has a variable interest in a trust that holds AIB ADSs for the purpose of satisfying options
to purchase such shares for certain employees. The trust purchased the AIB ADSs with the proceeds of a
loan from an entity subsequently acquired by M&T. Proceeds from option exercises and any dividends
and other earnings on the trust assets are used to repay the loan plus interest. Option holders have no
preferential right with respect to the trust assets and the trust assets are subject to the claims of M&T’s
creditors. The trust has been included in the Company’s consolidated financial statements. As a result,
included in investment securities available for sale were 591,813 AIB ADSs with a carrying value of
approximately $3 million at December 31, 2008, compared with 602,088 AIB ADSs with a carrying value
of approximately $14 million at December 31, 2007. Outstanding options granted to employees who have
continued service with M&T totaled 304,210 and 329,810 at December 31, 2008 and 2007, respectively.
All outstanding options were fully vested and exercisable at both December 31, 2008 and 2007. The
options expire at various dates through June 2012. The AIB ADSs are included in available for sale
investment securities and have a fair value of $3 million and an amortized cost of $13 million at
December 31, 2008.

As described in note 9, M&T has issued junior subordinated debentures payable to the Trusts and
the Allfirst Asset Trust and owns the common securities of those entities. The Trusts and the Allfirst Asset
Trust are not included in the Company’s consolidated financial statements because the Company is not
considered to be the primary beneficiary of those entities. Accordingly, at December 31, 2008 and 2007,
the Company included the Junior Subordinated Debentures payable to the Trusts and the Floating Rate
Junior Subordinated Debentures payable to the Allfirst Asset Trust as “long-term borrowings” in its
consolidated balance sheet. The Company has recognized $31 million in other assets for its “investment”
in the common securities of the Trusts and Allfirst Asset Trust that will be concomitantly repaid to M&T
by the respective trust from the proceeds of M&T’s repayment of the junior subordinated debentures
associated with preferred capital securities described in note 9.

The Company has invested as a limited partner in various real estate partnerships that collectively
had total assets of approximately $593 million and $342 million at December 31, 2008 and 2007,
respectively. Those partnerships generally construct or acquire properties for which the investing partners
are eligible to receive certain federal income tax credits in accordance with government guidelines. Such
investments may also provide tax deductible losses to the partners. The partnership investments also
assist the Company in achieving its community reinvestment initiatives. As a limited partner, there is no
recourse to the Company by creditors of the partnerships. However, the tax credits that result from the
Company’s investments in such partnerships are generally subject to recapture should a partnership fail
to comply with the respective government regulations. The Company’s maximum exposure to loss of its
investments in such partnerships was $188 million, including $64 million of unfunded commitments, at
December 31, 2008 and $146 million, including $34 million of unfunded commitments, at December 31,
2007. Management currently estimates that no material losses are probable as a result of the Company’s
involvement with such entities. In accordance with the accounting provisions for variable interest entities,
the partnership entities are not included in the Company’s consolidated financial statements.

M&T Auto Receivables I, LLC was a special purpose subsidiary of M&T Bank formed in 2002 for
the purpose of borrowing $500 million in a revolving asset-backed structured borrowing with an
unaffiliated conduit lender. In the fourth quarter of 2008, the borrowing was paid in full. The revolving
asset-backed structured borrowing was secured by automobile loans and other assets transferred to the
special purpose subsidiary by M&T Bank or other of its subsidiaries that totaled $557 million at
December 31, 2007. The activities of M&T Auto Receivables I, LLC were generally restricted to purchasing
and owning automobile loans for the purpose of securing this revolving borrowing arrangement. The
assets and liabilities of M&T Auto Receivables I, LLC were included in the Company’s consolidated
balance sheet at December 31, 2007.
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Securitizations

In 2008 and 2007, the Company securitized approximately $875 million and $948 million, respectively, of
one-to-four family residential mortgage loans in guaranteed mortgage securitizations with Fannie Mae.
The Company recognized no gain or loss on the transactions as it retained all of the resulting securities.
Such securities were classified as investment securities available for sale. The Company expects no
material credit-related losses on the retained securities as a result of the guarantees by Fannie Mae.

In prior years, the Company transferred approximately $1.9 billion of one-to-four family residen-
tial mortgage loans to qualified special purpose trusts in non-recourse securitization transactions. In
exchange for the loans, the Company received cash, no more than 88% of the resulting securities, and
the servicing rights to the loans. All of the retained securities were classified as investment securities
available for sale. The qualified special purpose trusts are not included in the Company’s consolidated
financial statements. Because the transactions were non-recourse, the Company’s maximum exposure to
loss as a result of its association with the trusts is limited to realizing the carrying value of the retained
securities and servicing rights. The combined outstanding principal amount of mortgage-backed securi-
ties issued by the qualified special purpose trusts was $540 million at December 31, 2008 and $631 million
at December 31, 2007. The principal amount of such securities held by the Company was $460 million
and $539 million at December 31, 2008 and 2007, respectively. At each of December 31, 2008 and 2007,
loans of the trusts that were 30 or more days delinquent totaled $15 million. Credit losses, net of
recoveries, for the trusts in 2008 and 2007 were insignificant. There were no significant repurchases of
delinquent or foreclosed loans from the trusts by the Company in 2008 or 2007. The Company has not
provided financial or other support to the trusts during 2008 or 2007 that was not contractually required.
Certain cash flows between the Company and the trusts were as follows:

Year Ended December 31
2008 2007
(In thousands)

Principal and interest payments on retained securities. . .. ........... ... ... .. $109,779  $124,469
Servicing fees received . ... ... e 1,571 1,864

A summary of the fair values of retained subordinated interests resulting from the Company’s
residential mortgage loan securitization activities follows. Although the estimated fair values of the
retained subordinated interests were obtained from independent pricing sources, the Company has
modeled the sensitivity of such fair values to changes in certain assumptions as summarized in the table
below. These calculated sensitivities are hypothetical and actual changes in the fair value may differ
significantly from the amounts presented herein. The effect of a variation in a particular assumption on
the fair values is calculated without changing any other assumption. In reality, changes in one factor may
result in changes in another which may magnify or counteract the sensitivities. The changes in
assumptions are presumed to be instantaneous. The hypothetical effect of adverse changes on the
Company’s retained capitalized servicing assets at December 31, 2008 is included in note 7.

Weighted- Weighted- Annual

Average Average Expected
Fair Prepayment Discount Credit
Value Speed Rate Defaults

(Dollars in thousands)

Retained subordinated interests:

As of securitization date . ........... ... ..., $91,705 23.81% 7.68% .09%
As of December 31,2008, . . ... oot 39,155 14.91% 12.24% 12%
Impact on fair value of 10% adverse change ........... $ (361) $(1,392) $ (47)
Impact on fair value of 20% adverse change ........... (750) (2,690) (107)

The subordinated retained securities do not have pro rata participation in loan principal prepay-
ments for the first seven years of each securitization. The assumed weighted-average discount rate is
627 basis points higher than the weighted-average coupon of the underlying mortgage loans at
December 31, 2008.
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20. Fair value of financial instruments

Effective January 1, 2008, the Company adopted SFAS No. 157, “Fair Value Measurements,” for fair value
measurements of certain of its financial instruments. The provisions of SFAS No. 157 that pertain to
measurement of non-financial assets and liabilities have been deferred by the Financial Accounting
Standards Board (“FASB”) until 2009.

The provisions of SFAS No. 159, “The Fair Value Option for Financial Assets and Financial
Liabilities,” which permit an entity to choose to measure eligible financial instruments and other items at
fair value, also became effective January 1, 2008. The Company has not made any fair value elections
under SFAS No. 159 as of December 31, 2008.

The definition of fair value is clarified by SFAS No. 157 to be the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. SFAS No. 157 established a three-level hierarchy for fair value measurements based
upon the inputs to the valuation of an asset or liability.

+ Level 1 — Valuation is based on quoted prices in active markets for identical assets and liabilities.

+ Level 2 — Valuation is determined from quoted prices for similar assets or liabilities in active
markets, quoted prices for identical or similar instruments in markets that are not active or by
model-based techniques in which all significant inputs are observable in the market.

* Level 3 — Valuation is derived from model-based techniques in which at least one significant
input is unobservable and based on the Company’s own estimates about the assumptions that
market participants would use to value the asset or liability.

When available, the Company attempts to use quoted market prices in active markets to determine
fair value and classifies such items as Level 1 or Level 2. If quoted market prices in active markets are not
available, fair value is often determined using model-based techniques incorporating various assumptions
including interest rates, prepayment speeds and credit losses. Assets and liabilities valued using model-
based techniques are classified as either Level 2 or Level 3, depending on the lowest level classification of
an input that is considered significant to the overall valuation. The following is a description of the
valuation methodologies used for the Company’s assets and liabilities that are measured on a recurring
basis at estimated fair value.

Trading account assets and liabilities

Trading account assets and liabilities consist primarily of interest rate swap agreements and foreign
exchange contracts with customers who require such services with offsetting trading positions with third
parties to minimize the Company’s risk with respect to such transactions. The Company generally
determines the fair value of its derivative trading account assets and liabilities using externally developed
pricing models based on market observable inputs and therefore classifies such valuations as Level 2.
Prices for certain foreign exchange contracts are more observable and therefore have been classified as
Level 1. Mutual funds held in connection with deferred compensation arrangements have also been
classified as Level 1 valuations. Valuations of investments in municipal and other bonds can generally be
obtained through reference to quoted prices in less active markets for the same or similar securities or
through model-based techniques in which all significant inputs are observable and, therefore, such
valuations have been classified as Level 2.

Investment securities available for sale

The majority of the Company’s available-for-sale investment securities have been valued by reference to
prices for similar securities or through model-based techniques in which all significant inputs are
observable and, therefore, such valuations have been classified as Level 2. Certain investments in mutual
funds and equity securities are actively traded and therefore have been classified as Level 1 valuations.
Due to the severe disruption in the credit markets during the second half of 2008, trading activity in
privately issued mortgage-backed securities was very limited. The markets for such securities were
generally characterized by a sharp reduction to total cessation of non-agency mortgage-backed securities
issuances, a significant reduction in trading volumes and extremely wide bid-ask spreads, all driven by
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the lack of market participants. Although estimated prices were generally obtained for such securities, the
Company was significantly restricted in the level of market observable assumptions used in the valuation
of its privately issued mortgage-backed securities portfolio. Specifically, market assumptions regarding
credit adjusted cash flows and liquidity influences on discount rates were difficult to observe at the
individual bond level. Because of the inactivity in the markets and the lack of observable valuation
inputs, the Company transferred $2.2 billion of its privately issued mortgage-backed securities portfolio
from Level 2 to Level 3 valuations during the quarter ended September 30, 2008. Offsetting this transfer-
in to Level 3, were certain privately issued mortgage-backed securities securitized by Bayview Financial
with a fair value of $298 million that were transferred from the Company’s available-for-sale portfolio to
its held-to-maturity portfolio during the quarter ended September 30, 2008, and thus are no longer
measured at fair value. The aforementioned disruption in the credit markets persisted during the fourth
quarter of 2008, causing the Company to again classify the valuation of its privately issued mortgage-
backed securities portfolio as Level 3 at December 31, 2008. To supplement its determination of fair value
for privately issued mortgage-backed securities the Company obtained pricing indications from two
independent sources at December 31, 2008. To assess the reasonableness of the valuations received from
independent parties, the Company also performed internal modeling to estimate the cash flows and fair
value of many of its privately issued mortgage-backed securities at December 31, 2008. The Company’s
internal modeling techniques included discounting estimated bond-specific cash flows using assumptions
of loan level cash flows, including estimates about the timing and amount of credit losses and
prepayments. In valuing investment securities at December 31, 2008, the Company considered the results
of its modeling and the values provided by the independent parties, but generally used an average of the
estimated fair values obtained from the two independent parties for most of its privately issued
mortgage-backed securities. Privately issued mortgage-backed securities constituted $2.4 billion of the
$2.5 billion of available for sale investment securities classified as Level 3 valuations as of December 31,
2008.

Real estate loans held for sale

The Company utilizes commitments to sell real estate loans to hedge the exposure to changes in fair
value of real estate loans held for sale. The carrying value of hedged real estate loans held for sale
includes changes in estimated fair value during the hedge period, typically from the date of close through
the sale date. Most of the Company’s real estate loans held for sale have generally been hedged since the
origination date. The fair value of hedged real estate loans held for sale is generally calculated by
reference to quoted prices in secondary markets for commitments to sell real estate loans with similar
characteristics and, as such, have been classified as a Level 2 valuation.

Commitments to originate real estate loans for sale and commitments to sell real estate loans

The Company enters into various commitments to originate real estate loans for sale and commitments
to sell real estate loans. Such commitments are considered to be derivative financial instruments and,
therefore, are carried at estimated fair value on the consolidated balance sheet. The estimated fair values
of such commitments were generally calculated by reference to quoted prices in secondary markets for
commitments to sell real estate loans to certain government-sponsored entities and other parties. The fair
valuations of commitments to sell real estate loans generally result in a Level 2 classification. The
estimated fair value of commitments to originate real estate loans for sale are oftentimes adjusted to
reflect the Company’s anticipated commitment expirations. Estimated commitment expirations are
considered a significant unobservable input, which results in a Level 3 classification. Additionally, during
the first quarter of 2008 the Company adopted the provisions of SAB No. 109 for written loan
commitments issued or modified after January 1, 2008. SAB No. 109 reversed previous conclusions
expressed by the SEC staff regarding written loan commitments that are accounted for at fair value
through earnings. Specifically, the SEC staff now believes that the expected net future cash flows related
to the associated servicing of the loan should be included in the fair value measurement of the derivative
loan commitment. In accordance with SAB No. 105, the Company had not included such amount in the
value of commitments to originate real estate loans for sale at December 31, 2007. The estimated value
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ascribed to the expected net future servicing cash flows is also considered a significant unobservable input
contributing to the Level 3 classification of commitments to originate real estate loans for sale.

Interest rate swap agreements used for interest rate risk management

The Company utilizes interest rate swap agreements as part of the management of interest rate risk to
modify the repricing characteristics of certain portions of its portfolios of earning assets and interest-
bearing liabilities. The Company generally determines the fair value of its interest rate swap agreements
using externally developed pricing models based on market observable inputs and therefore classifies such
valuations as Level 2. The Company has considered counterparty credit risk in the valuation of its interest
rate swap assets and has considered its own credit risk in the valuation of its interest rate swap liabilities.

A summary of assets and liabilities at December 31, 2008 measured at estimated fair value on a
recurring basis were as follows:
Fair Value

Measurements at
December 31,

2008 Level 1 Level 2 Level 3
(Dollars in thousands)
Trading account assets .. ...........c.couvuuvn.... $ 617,821 46,142 571,679 —
Investment securities available forsale .............. 6,850,193 297,231 4,090,450 2,462,512
Real estate loans held forsale. .. .................. 507,971 — 507,971 —
Otherassets(a) ... ... ... 164,433 — 153,179 11,254
Total aSSetS . v v vttt e e $8,140,418 343,373 5,323,279 2,473,766
Trading account liabilities. . . .. ................... $ 521,079 14,193 506,886 —
Other liabilities(a) . .......... ... ... ... ... ..... 25,468 — 22,480 2,988
Total liabilities .. ...t $ 546,547 14,193 529,366 2,988

(a) Comprised predominantly of interest rate swap agreements used for interest rate risk management (Level 2),
commitments to sell real estate loans (Level 2) and commitments to originate real estate loans to be held for
sale (Level 3).

The changes in Level 3 assets and liabilities measured at estimated fair value on a recurring basis
during the year ended December 31, 2008 were as follows:

Investment
Securities Other Assets
Available and Other
for Sale Liabilities
(In thousands)
Balance — January 1, 2008 . .. ...ttt e $1,313,821 2,654
Total realized/unrealized gains (losses):
Included in €arnings . ... .. ...ttt e (23,896)(a) 31,356(b)
Included in other comprehensive income. .. ....... ...t (420,215) —
Purchases, sales, issuances and settlements, net . ........................... (243,607) —
Transfers in and/orout of Level 3 . ... ... . .. .. 1,836,409 (25,744)
Balance — December 31, 2008. . . . . . ..ot e $2,462,512 8,266
Changes in unrealized gains (losses) included in earnings for the year ended
December 31, 2008 related to assets and liabilities still recorded on the balance
sheet at December 31, 2008 . . . . . ... ittt e $ (23,896) 8,266(b)

(a) Reported as gain (loss) on bank investment securities in the consolidated statement of income.

(b) Reported as mortgage banking revenues in the consolidated statement of income and includes the fair value of
commitment issuances and expirations.
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The Company is required, on a nonrecurring basis, to adjust the carrying value of certain assets or
provide valuation allowances related to certain assets using fair value measurements in accordance with
GAAP.

Loans

Loans are generally not recorded at fair value on a recurring basis. Periodically, the Company records
nonrecurring adjustments to the carrying value of loans based on fair value measurements for partial
charge-offs of the uncollectible portions of those loans. Nonrecurring adjustments also include certain
impairment amounts for collateral-dependent loans calculated in accordance with SFAS No. 114 when
establishing the allowance for credit losses. Such amounts are generally based on the fair value of the
underlying collateral supporting the loan and, as a result, the carrying value of the loan less the calculated
valuation amount does not necessarily represent the fair value of the loan. Real estate collateral is
typically valued using appraisals or other indications of value based on recent comparable sales of similar
properties or assumptions generally observable in the marketplace and the related nonrecurring fair value
measurement adjustments have generally been classified as Level 2. Estimates of fair value used for other
collateral supporting commercial loans generally are based on assumptions not observable in the
marketplace and therefore such valuations have been classified as Level 3. Loans subject to nonrecurring
fair value measurement were $420 million at December 31, 2008, $238 million and $182 million of which
were classified as Level 2 and Level 3, respectively. Changes in fair value recognized for partial charge-offs
of loans and loan impairment reserves on loans held by the Company on December 31, 2008 were
decreases of $166 million for the year ended December 31, 2008.

Capitalized servicing rights

Capitalized servicing rights are initially measured at fair value in the Company’s consolidated balance
sheet. The Company utilizes the amortization method to subsequently measure its capitalized servicing
assets. In accordance with SFAS No. 156, “Accounting for Servicing of Financial Assets — an amendment
to FASB Statement No. 140, the Company must record impairment charges, on a nonrecurring basis,
when the carrying value of certain strata exceed their estimated fair value. To estimate the fair value of
servicing rights, the Company considers market prices for similar assets and the present value of expected
future cash flows associated with the servicing rights calculated using assumptions that market partici-
pants would use in estimating future servicing income and expense. Such assumptions include estimates
of the cost of servicing loans, loan default rates, an appropriate discount rate, and prepayment speeds.
For purposes of evaluating and measuring impairment of capitalized servicing rights, the Company
stratifies such assets based on the predominant risk characteristics of the underlying financial instruments
that are expected to have the most impact on projected prepayments, cost of servicing and other factors
affecting future cash flows associated with the servicing rights. Such factors may include financial asset or
loan type, note rate and term. The amount of impairment recognized is the amount by which the
carrying value of the capitalized servicing rights for a stratum exceed estimated fair value. Impairment is
recognized through a valuation allowance. The determination of fair value of capitalized servicing rights
is considered a Level 3 valuation. At December 31, 2008, $50 million of capitalized servicing rights had a
carrying value equal to their fair value. Changes in fair value of capitalized servicing rights recognized for
the year ended December 31, 2008 were a decrease of $16 million.

Disclosures of fair value of financial instruments

SFAS No. 107, “Disclosures about Fair Value of Financial Instruments,” requires disclosure of the
estimated fair value of financial instruments. With the exception of marketable securities, certain off-
balance sheet financial instruments and one-to-four family residential mortgage loans originated for sale,
the Company’s financial instruments are not readily marketable and market prices do not exist. The
Company, in attempting to comply with the provisions of SFAS No. 107, has not attempted to market its
financial instruments to potential buyers, if any exist. Since negotiated prices in illiquid markets depend
greatly upon the then present motivations of the buyer and seller, it is reasonable to assume that actual
sales prices could vary widely from any estimate of fair value made without the benefit of negotiations.
Additionally, changes in market interest rates can dramatically impact the value of financial instruments
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in a short period of time. Additional information about the assumptions and calculations utilized is

presented below.

The carrying amounts and estimated fair value for financial instrument assets (liabilities) are

presented in the following table:

December 31, 2008

December 31, 2007

Carrying Calculated Carrying Calculated
Amount Estimate Amount Estimate
(In thousands)
Financial assets:
Cash and cash equivalents.............. $ 1,568,151 $ 1,568,151 $ 1,767,547 $ 1,767,547
Interest-bearing deposits at banks ... ... .. 10,284 10,284 18,431 18,431
Trading account assets. . ............... 617,821 617,821 281,244 281,244
Agreements to resell securities. . ......... 90,000 90,000 — —
Investment securitieS . . . .. ..o v v v 7,919,207 7,828,121 8,961,998 8,963,807
Loans and leases:
Commercial loans and leases . . ........ 14,261,882 14,137,805 13,105,721 12,853,794
Commercial real estate loans . . ........ 18,837,665 18,210,209 17,428,415 17,240,527
Residential real estate loans .. ......... 4,904,424 4,249,137 6,190,138 6,081,245
Consumer loans and leases . .......... 10,996,492 10,849,635 11,297,288 11,070,641
Allowance for credit losses. . .......... (787,904) — (759,439) —
Loans and leases, net . ............. 48,212,559 47,446,786 47,262,123 47,246,207
Accrued interest receivable ............. 222,073 222,073 285,601 285,601
Financial liabilities:
Noninterest-bearing deposits . . ... ....... $ (8,856,114) $ (8,856,114) $ (8,131,662) $ (8,131,662)
Savings deposits and NOW accounts . . . . .. (20,630,226) (20,630,226) (16,609,518) (16,609,518)
Time deposits . . ........... ... (9,046,937) (9,108,821) (10,668,581) (10,710,920)
Deposits at foreign office. . . ............ (4,047,986) (4,047,986) (5,856,427) (5,856,427)
Short-term borrowings ................ (3,009,735) (3,009,735) (5,821,897) (5,821,897)
Long-term borrowings. . ............... (12,075,149) (11,104,337) (10,317,945) (10,278,365)
Accrued interest payable . .............. (142,456) (142,456) (190,913) (190,913)
Trading account liabilities . . ............ (521,079) (521,079) (143,025) (143,025)
Other financial instruments:
Commitments to originate real estate loans
forsale ........ $ 8,144 $ 8,144 $ 1,691 $ 1,691
Commitments to sell real estate loans . . . .. (15,477) (15,477) (9,776) (9,776)
Other credit-related commitments. ....... (51,361) (51,361) (45,515) (45,515)
Interest rate swap agreements used for
interest rate risk management ......... 146,111 146,111 (181) (181)

The following assumptions and methods or calculations were used in determining the estimated fair
value of financial instruments not measured at fair value in the consolidated balance sheet.

Cash and cash equivalents, interest-bearing deposits at banks, short-term borrowings, accrued interest

receivable and accrued interest payable

Due to the nature of cash and cash equivalents and the near maturity of interest-bearing deposits at
banks, short-term borrowings, accrued interest receivable and accrued interest payable, the Company

estimated that the carrying amount of such instruments approximated estimated fair value.
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Agreements to resell securities
The amounts assigned to agreements to resell securities were based on discounted calculations of
projected cash flows.

Investment securities

Estimated fair values of investments in readily marketable securities were generally based on quoted
market prices. Investment securities that were not readily marketable were assigned amounts based on
estimates provided by outside parties or modeling techniques that relied upon discounted calculations of
projected cash flows or, in the case of other investment securities, which include capital stock of the
Federal Reserve Bank of New York and the Federal Home Loan Bank of New York, at an amount equal
to the carrying amount.

Loans and leases

In general, discount rates used to calculate values for loan products were based on the Company’s pricing
at the respective year end and included appropriate adjustments for expected credit losses. A higher
discount rate was assumed with respect to estimated cash flows associated with nonaccrual loans.
Projected loan cash flows were adjusted for estimated credit losses. However, such estimates made by the
Company may not be indicative of assumptions and adjustments that a purchaser of the Company’s
loans and leases would seek.

Deposits
SFAS No. 107 requires that the estimated fair value ascribed to noninterest-bearing deposits, savings
deposits and NOW accounts be established at carrying value because of the customers’ ability to
withdraw funds immediately. Time deposit accounts are required to be revalued based upon prevailing
market interest rates for similar maturity instruments. As a result, amounts assigned to time deposits
were based on discounted cash flow calculations using prevailing market interest rates based on the
Company’s pricing at the respective year end for deposits with comparable remaining terms to maturity.
The Company believes that deposit accounts have a value greater than that prescribed by
SFAS No. 107. The Company feels, however, that the value associated with these deposits is greatly
influenced by characteristics of the buyer, such as the ability to reduce the costs of servicing the deposits
and deposit attrition which often occurs following an acquisition. Accordingly, estimating the fair value
of deposits with any degree of certainty is not practical.

Long-term borrowings

The amounts assigned to long-term borrowings were based on quoted market prices, when available, or
were based on discounted cash flow calculations using prevailing market interest rates for borrowings of
similar terms and credit risk.

Commitments to originate real estate loans for sale and commitments to sell real estate loans

The Company enters into various commitments to originate real estate loans for sale and commitments
to sell real estate loans. Such commitments are considered to be derivative financial instruments and,
therefore, are carried at estimated fair value on the consolidated balance sheet. The estimated fair values
of such commitments were generally calculated by reference to quoted market prices for commitments to
sell real estate loans to certain government-sponsored entities and other parties.

Interest rate swap agreements used for interest rate risk management

The estimated fair value of interest rate swap agreements used for interest rate risk management
represents the amount the Company would have expected to receive or pay to terminate such
agreements.

Other commitments and contingencies
As described in note 21, in the normal course of business, various commitments and contingent liabilities
are outstanding, such as loan commitments, credit guarantees and letters of credit. The Company’s

143



144

M&T BANK CORPORATION AND SUBSIDIARIES

Notes to Financial Statements — (Continued)

pricing of such financial instruments is based largely on credit quality and relationship, probability of
funding and other requirements. Loan commitments often have fixed expiration dates and contain
termination and other clauses which provide for relief from funding in the event of significant
deterioration in the credit quality of the customer. The rates and terms of the Company’s loan
commitments, credit guarantees and letters of credit are competitive with other financial institutions
operating in markets served by the Company. The Company believes that the carrying amounts, which
are included in other liabilities, are reasonable estimates of the fair value of these financial instruments.

The Company does not believe that the estimated information presented herein is representative of the
earnings power or value of the Company. The preceding analysis, which is inherently limited in depicting fair
value, also does not consider any value associated with existing customer relationships nor the ability of the
Company to create value through loan origination, deposit gathering or fee generating activities.

Many of the estimates presented herein are based upon the use of highly subjective information
and assumptions and, accordingly, the results may not be precise. Management believes that fair value
estimates may not be comparable between financial institutions due to the wide range of permitted
valuation techniques and numerous estimates which must be made. Furthermore, because the disclosed
fair value amounts were estimated as of the balance sheet date, the amounts actually realized or paid
upon maturity or settlement of the various financial instruments could be significantly different.

21. Commitments and contingencies

In the normal course of business, various commitments and contingent liabilities are outstanding. The
following table presents the Company’s significant commitments. Certain of these commitments are not
included in the Company’s consolidated balance sheet.

December 31
2008 2007
(In thousands)

Commitments to extend credit

Home equity lines of credit. . ...... ... .. . . i $5,972,541 $5,937,903
Commercial real estate loanstobe sold . . ... .. i 252,559 96,995
Other commercial real estate and construction. . .................cuo.... 2,238,464 2,869,961
Residential real estate loanstobesold . ......... i 870,578 492,375
Other residential real estate . . . ... .ottt e 211,705 425,579
Commercial and other. .. ... ... .. i e e 6,666,988 7,346,790
Standby letters of credit. ... ... ... L 3,886,396 3,691,971
Commercial letters of credit . ... .. ittt e 45,503 34,105
Financial guarantees and indemnification contracts . .. ......... ... .. ... ..... 1,546,873 1,318,733
Commitments to sell real estate loans . . .. ..o vttt e 1,306,041 946,457

Commitments to extend credit are agreements to lend to customers, generally having fixed
expiration dates or other termination clauses that may require payment of a fee. Standby and commercial
letters of credit are conditional commitments issued to guarantee the performance of a customer to a
third party. Standby letters of credit generally are contingent upon the failure of the customer to perform
according to the terms of the underlying contract with the third party, whereas commercial letters of
credit are issued to facilitate commerce and typically result in the commitment being funded when the
underlying transaction is consummated between the customer and third party. The credit risk associated
with commitments to extend credit and standby and commercial letters of credit is essentially the same
as that involved with extending loans to customers and is subject to normal credit policies. Collateral
may be obtained based on management’s assessment of the customer’s creditworthiness.

Financial guarantees and indemnification contracts are oftentimes similar to standby letters of
credit and include mandatory purchase agreements issued to ensure that customer obligations are
tulfilled, recourse obligations associated with sold loans, and other guarantees of customer performance
or compliance with designated rules and regulations. Included in financial guarantees and
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indemnification contracts are loan principal amounts sold with recourse in conjunction with the
Company’s involvement in the Fannie Mae DUS program. Under this program, the Company’s maximum
credit risk associated with loans sold with recourse at December 31, 2008 and 2007 totaled $1.2 billion
and $1.0 billion, respectively.

Since many loan commitments, standby letters of credit, and guarantees and indemnification
contracts expire without being funded in whole or in part, the contract amounts are not necessarily
indicative of future cash flows.

The Company utilizes commitments to sell real estate loans to hedge exposure to changes in the
fair value of real estate loans held for sale. Such commitments are considered derivatives in accordance
with SFAS No. 133 and along with commitments to originate real estate loans to be held for sale are
generally recorded in the consolidated balance sheet at estimated fair market value. Until January 1, 2008,
in estimating that fair value for commitments to originate loans for sale, value ascribable to cash flows to
be realized in connection with loan servicing activities was not included. Value ascribable to that portion
of cash flows was recognized at the time the underlying mortgage loans were sold. Effective January 1,
2008, the Company adopted the provisions of SAB No. 109 issued by the SEC, which reversed previous
conclusions expressed by the SEC staff regarding written loan commitments that are accounted for at fair
value through earnings. Specifically, the SEC staff now believes that the expected net future cash flows
related to the associated servicing of the loan should be included in the fair value measurement of the
derivative loan commitment. In accordance with SAB No. 105 the Company had not included such
amount in the value of loan commitments accounted for as derivatives at December 31, 2007. As a result
of the Company’s adoption of required changes in accounting pronouncements on January 1, 2008, there
was an acceleration of the recognition of mortgage banking revenues of approximately $9 million in
2008. If not for the changes in accounting pronouncements, those revenues would have been recognized
later in 2009 when the underlying loans were sold. Additional information about such derivative financial
instruments is included in note 18.

The Company occupies certain banking offices and uses certain equipment under noncancellable
operating lease agreements expiring at various dates over the next 30 years. Minimum lease payments
under noncancellable operating leases are summarized in the following table:

(In thousands)
Year ending December 31:

2000 .« . $ 63,152
2000 e e e e 59,135
2000 e 51,867
200 . 44,911
2003 e 35,002
Later years . ... oo e 140,375

$394,442

The Company has an agreement with the Baltimore Ravens of the National Football League whereby
the Company obtained the naming rights to a football stadium in Baltimore, Maryland through 2017.
Under the agreement, the Company is obligated to pay $5 million per year through 2013 and $6 million
per year from 2014 through 2017.

The Company reinsures credit life and accident and health insurance purchased by consumer loan
customers. The Company also enters into reinsurance contracts with third party insurance companies
who insure against the risk of a mortgage borrower’s payment default in connection with certain
mortgage loans originated by the Company. When providing reinsurance coverage, the Company receives
a premium in exchange for accepting a portion of the insurer’s risk of loss. The outstanding loan
principal balances reinsured by the Company were approximately $105 million at December 31, 2008.
Assets of subsidiaries providing reinsurance that are available to satisfy claims totaled approximately
$64 million at December 31, 2008. The amounts noted above are not necessarily indicative of losses
which may ultimately be incurred. Such losses are expected to be substantially less because most loans are
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repaid by borrowers in accordance with the original loan terms. The amount of the Company’s recorded
liability for reported reinsurance losses as well as estimated losses incurred but not yet reported was not
significant at either December 31, 2008 or December 31, 2007.

In October 2007, Visa completed a reorganization in contemplation of its initial public offering
(“IPO”) expected to occur in 2008. As part of that reorganization, M&T Bank and other member banks
of Visa received shares of Class B common stock of Visa. Those banks are also obligated under various
agreements with Visa to share in losses stemming from certain litigation involving Visa (“Covered
Litigation”). As of December 31, 2007, although Visa was expected to set aside a portion of the proceeds
from its IPO in an escrow account to fund any judgments or settlements that may arise out of the
Covered Litigation, guidance from the SEC indicated that Visa member banks should record a liability
for the fair value of the contingent obligation to Visa. The estimation of the Company’s proportionate
share of any potential losses related to the Covered Litigation was extremely difficult and involved a great
deal of judgment. Nevertheless, in the fourth quarter of 2007 the Company recorded a pre-tax charge of
$23 million ($14 million after tax effect) related to the Covered Litigation. In accordance with GAAP and
consistent with the SEC guidance, the Company did not recognize any value for its common stock
ownership interest in Visa as of December 31, 2007. During the first quarter of 2008, Visa completed its
IPO and, as part of the transaction, funded an escrow account for $3 billion from the proceeds of the
IPO to cover potential settlements arising out of the Covered Litigation. As a result, during the first three
months of 2008, the Company reversed approximately $15 million of the $23 million accrued during the
fourth quarter of 2007 for the Covered Litigation. The initial accrual in 2007 and the partial reversal in
2008 were included in “other costs of operations” in the consolidated statement of income. In addition,
M&T Bank was allocated 1,967,028 Class B common shares of Visa. Of those shares, 760,455 were
mandatorily redeemed in March 2008 resulting in a pre-tax gain of $33 million ($20 million after tax)
which has been included in “gain on bank investment securities” in the consolidated statement of
income. During the fourth quarter of 2008, Visa announced that it had settled an additional portion of
the Covered Litigation and that it would further fund the escrow account to provide for that settlement.
As noted above, the Company had previously recorded a reserve for the estimated fair value of its
obligation to indemnify Visa for the Covered Litigation. Management believes that the terms of the
recent settlement and the funding of the escrow account did not result in a material impact to the
Company’s consolidated financial position or results of operations.

M&T and its subsidiaries are subject in the normal course of business to various pending and
threatened legal proceedings in which claims for monetary damages are asserted. Management, after
consultation with legal counsel, does not anticipate that the aggregate ultimate liability arising out of
litigation pending against M&T or its subsidiaries will be material to the Company’s consolidated
financial position, but at the present time is not in a position to determine whether such litigation will
have a material adverse effect on the Company’s consolidated results of operations in any future reporting
period.

22. Segment information

In accordance with the provisions of SFAS No. 131, “Disclosures About Segments of an Enterprise and
Related Information,” reportable segments have been determined based upon the Company’s internal
profitability reporting system, which is organized by strategic business unit. Certain strategic business
units have been combined for segment information reporting purposes where the nature of the products
and services, the type of customer and the distribution of those products and services are similar. The
reportable segments are Business Banking, Commercial Banking, Commercial Real Estate, Discretionary
Portfolio, Residential Mortgage Banking and Retail Banking.

The financial information of the Company’s segments has been compiled utilizing the accounting
policies described in note 1 with certain exceptions. The more significant of these exceptions are
described herein. The Company allocates interest income or interest expense using a methodology that
charges users of funds (assets) interest expense and credits providers of funds (liabilities) with income
based on the maturity, prepayment and/or repricing characteristics of the assets and liabilities. The net
effect of this allocation is recorded in the “All Other” category. A provision for credit losses is allocated
to segments in an amount based largely on actual net charge-offs incurred by the segment during the
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period plus or minus an amount necessary to adjust the segment’s allowance for credit losses due to
changes in loan balances. In contrast, the level of the consolidated provision for credit losses is
determined using the methodologies described in note 1 to assess the overall adequacy of the allowance
for credit losses. Indirect fixed and variable expenses incurred by certain centralized support areas are
allocated to segments based on actual usage (for example, volume measurements) and other criteria.
Certain types of administrative expenses and bankwide expense accruals (including amortization of core
deposit and other intangible assets associated with acquisitions of financial institutions) are generally not
allocated to segments. Income taxes are allocated to segments based on the Company’s marginal statutory
tax rate adjusted for any tax-exempt income or non-deductible expenses. Equity is allocated to the
segments based on regulatory capital requirements and in proportion to an assessment of the inherent
risks associated with the business of the segment (including interest, credit and operating risk).

The management accounting policies and processes utilized in compiling segment financial
information are highly subjective and, unlike financial accounting, are not based on authoritative
guidance similar to generally accepted accounting principles. As a result, reported segment results are not
necessarily comparable with similar information reported by other financial institutions. Furthermore,
changes in management structure or allocation methodologies and procedures may result in changes in
reported segment financial data. Information about the Company’s segments is presented in the
accompanying table. Income statement amounts are in thousands of dollars. Balance sheet amounts are
in millions of dollars.

For the Years Ended December 31, 2008, 2007 and 2006

Business Banking Commercial Banking Commercial Real Estate Discretionary Portfolio
2008 2007 2006 2008 2007(c) 2006(c) 2008 2007(c) 2006(c) 2008 2007 2006
Net interest income(a) . . . ... .. $288,519  $289,992  $274,641  $433,238  $382,062  $373,049 $287,727  $256,299  $248,304 § 144,856  $ 89,837  $ 90,204
Noninterest income . . . . . ... .. 86,293 79,454 76,634 197,515 169,157 153,674 63,288 49,496 46,335 (140,063)  (88,531) 63,922
374,812 369,446 351,275 630,753 551,219 526,723 351,015 305,795 294,639 4,793 1,306 154,126
Provision for credit losses . . . . . . 33,529 18,580 15,072 77,104 12,190 6,063 15,507 4,150 (586) 68,766 27,507 1,608
Amortization of core deposit and
other intangible assets . . . . . .. — — — — — — — — — — — —
Depreciation and other amortization . . 757 569 454 559 492 509 4,588 5,154 5,808 5,342 2,940 4,073
Other noninterest expense . . . . . . 137,780 126,130 119,148 191,785 170,113 157,831 89,151 74,479 67,483 45,892 14,545 19,837
Income (loss) before taxes . . . . . . 202,746 224,167 216,601 361,305 368,424 362,320 241,769 222,012 221,934 (115,207)  (43,686) 128,608
Income tax expense (benefit). . . . . 82,686 91,437 88,270 148,136 150,976 148,483 77,478 73,769 75,151 (67,142)  (36,890) 32,795
Net income (loss) . . . ... ..... §120,060 $132,730  $128,331  $213,169  $217,448 $213,837 $164,291  §$148,243  §146,783 $ (48,065) $ (6,796) $ 95,813
Average total assets (in millions). . . § 4452 $ 4179 $ 3943 § 14981 $ 12,989 $ 12,099 § 11,394 §$ 9550 $ 9,037 § 14179 $12,953  §$ 12,136
Capital expenditures (in millions) . . $ 2 8 28 19 19 I $ — 3% — % — $ — 3 — $ - $ —
Residential Mortgage Banking Retail Banking All Other Total
2008 2007 2006 2008 2007 2006 2008 2007 2006 2008 2007 2006
Net interest income(a) . . . ... .. $ 66,051 § 81,157 $100,144 § 830,022 § 849,051 §$ 789,256 $(110,617) $ (98,161) $ (58,057) $1,939,796 $1,850,237 $1,817,541
Noninterest income . . . . ...... 171,774 146,682 183,677 343,666 348,324 326,735 216,506 228,407 194,875 938,979 932,989 1,045,852
237,825 227,839 283,821 1,173,688 1,197,375 1,115,991 105,889 130,246 136,818 2,878,775 2,783,226 2,863,393
Provision for credit losses . . . . .. 104,995 5,302 953 98,586 60,306 40,210 13,513 63,965 16,680 412,000 192,000 80,000
Amortization of core deposit and
other intangible assets . . . . . .. — — — — — — 66,646 66,486 63,008 66,646 66,486 63,008
Depreciation and other amortization . . 56,666 55,960 52,649 28,523 26,438 25,506 22,709 20,120 23,924 119,144 111,673 112,923
Other noninterest expense(b) . ... 164,102 150,591 148,432 624,834 576,904 573,759 287,662 336,768 289,330 1,541,206 1,449,530 1,375,820
Income (loss) before taxes . . . . . . (87,938) 15,986 81,787 421,745 533,727 476,516  (284,641) (357,093) (256,124) 739,779 963,537 1,231,642
Income tax expense (benefit). . . . . (39,758) 2,593 29,611 171,740 217,681 194,446  (189,248) (190,288) (176,303) 183,892 309,278 392,453
Net income (loss) . . ... ...... $(48,180) $ 13,393  $ 52,176 $ 250,005 § 316,046 $ 282,070 $ (95393) $(166,805) $ (79,821) $ 555887 § 654,259 §$ 839,189

Average total assets (in millions). . . § 2,660 $ 2,874 $ 3462 $ 11,356 § 10,360 $ 10,164 $ 6,110 $ 5640 § 4998 $ 65132 § 58545 §$ 55839

Capital expenditures (in millions) . . $ — 3§ —  $ 1§ 38 § 30 $ 28 $ 31§ 24 $ 12 $ 72§ 57 $ 42

(a) Net interest income is the difference between actual taxable-equivalent interest earned on assets and interest
paid on liabilities by a segment and a funding charge (credit) based on the Company’s internal funds transfer
pricing methodology. Segments are charged a cost to fund any assets (e.g. loans) and are paid a funding credit
for any funds provided (e.g. deposits). The taxable-equivalent adjustment aggregated $21,861,000 in 2008,
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$20,833,000 in 2007 and $19,667,000 in 2006 and is eliminated in “All Other” net interest income and income
tax expense (benefit).

(b) Including the impact in the “All Other” category of the merger-related expenses described in note 2.

(c) Effective January 1, 2008, the Company changed its internal profitability reporting to move a New York City-
based lending unit from the Commercial Banking segment to the Commercial Real Estate segment. Accord-
ingly, financial information presented herein for periods prior to January 1, 2008 has been reclassified to con-
form to current year presentation. As a result, total revenues and net income decreased in the Commercial
Banking segment and increased in the Commercial Real Estate segment for the year ended December 31, 2007
by $27 million and $14 million, respectively, and for the year ended December 31, 2006 by $23 million and
$12 million, respectively, as compared with amounts previously reported. The lending unit had average total
assets of $667 million and $589 million during 2007 and 2006, respectively. Accordingly, average total assets
presented for those periods differ from amounts previously reported.

The Business Banking segment provides deposit, lending, cash management and other financial
services to small businesses and professionals through the Company’s banking office network and several
other delivery channels, including business banking centers, telephone banking, Internet banking and
automated teller machines. The Commercial Banking segment provides a wide range of credit products
and banking services to middle-market and large commercial customers, mainly within the markets the
Company serves. Among the services provided by this segment are commercial lending and leasing,
letters of credit, deposit products and cash management services. The Commercial Real Estate segment
provides credit services which are secured by various types of multifamily residential and commercial real
estate and deposit services to its customers. Activities of this segment include the origination, sales and
servicing of commercial real estate loans. The Discretionary Portfolio segment includes securities,
residential mortgage loans and other assets; short-term and long-term borrowed funds; brokered
certificates of deposit and interest rate swap agreements related thereto; and offshore branch deposits.
This segment also provides foreign exchange services to customers. The Residential Mortgage Banking
segment originates and services residential mortgage loans for consumers and sells substantially all of
those loans in the secondary market to investors or to the Discretionary Portfolio segment. The segment
periodically purchases servicing rights to loans that have been originated by other entities. This segment
also originates and services loans to developers of residential real estate properties. Residential mortgage
loans held for sale are included in the Residential Mortgage Banking segment. The Retail Banking
segment offers a variety of services to consumers through several delivery channels that include banking
offices, automated teller machines, telephone banking and Internet banking. The “All Other” category
includes other operating activities of the Company that are not directly attributable to the reported
segments as determined in accordance with SFAS No. 131, the difference between the provision for credit
losses and the calculated provision allocated to the reportable segments; goodwill and core deposit and
other intangible assets resulting from acquisitions of financial institutions; merger-related expenses
resulting from acquisitions; the net impact of the Company’s internal funds transfer pricing methodology;
eliminations of transactions between reportable segments; certain nonrecurring transactions; the residual
effects of unallocated support systems and general and administrative expenses; and the impact of interest
rate risk management strategies. The amount of intersegment activity eliminated in arriving at consoli-
dated totals was included in the “All Other” category as follows:

Year Ended December 31

2008 2007 2006
(In thousands)
REVENUES. . . . et $(42,738)  $(49,800) $(70,789)
EXPeNSes . . o oottt (19,198) (14,119) (20,760)
Income taxes (benefit). . ... ovvii i (9,578) (14,519) (20,357)
Net income (10SS) . .. .o v ittt (13,962) (21,162) (29,672)

The Company conducts substantially all of its operations in the United States. There are no
transactions with a single customer that in the aggregate result in revenues that exceed ten percent of
consolidated total revenues.
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23. Regulatory matters

Payment of dividends by M&T’s banking subsidiaries is restricted by various legal and regulatory
limitations. Dividends from any banking subsidiary to M&T are limited by the amount of earnings of the
banking subsidiary in the current year and the preceding two years. For purposes of this test, at
December 31, 2008, approximately $832,303,000 was available for payment of dividends to M&T from
banking subsidiaries without prior regulatory approval.

Banking regulations prohibit extensions of credit by the subsidiary banks to M&T unless appropri-
ately secured by assets. Securities of affiliates are not eligible as collateral for this purpose.

The bank subsidiaries are required to maintain noninterest-earning reserves against certain deposit
liabilities. During the maintenance periods that included December 31, 2008 and 2007, cash and due
from banks included a daily average of $183,088,000 and $228,290,000, respectively, for such purpose.

Federal regulators have adopted capital adequacy guidelines for bank holding companies and
banks. Failure to meet minimum capital requirements can result in certain mandatory, and possibly
additional discretionary, actions by regulators that, if undertaken, could have a material effect on the
Company’s financial statements. Under the capital adequacy guidelines, the so-called “Tier 1 capital” and
“Total capital” as a percentage of risk-weighted assets and certain off-balance sheet financial instruments
must be at least 4% and 8%, respectively. In addition to these risk-based measures, regulators also require
banking institutions that meet certain qualitative criteria to maintain a minimum “leverage” ratio of
“Tier 1 capital” to average total assets, adjusted for goodwill and certain other items, of at least 3% to be
considered adequately capitalized. As of December 31, 2008, M&T and each of its banking subsidiaries
exceeded all applicable capital adequacy requirements. To be considered “well capitalized,” under the
regulatory framework for prompt corrective action, a banking institution must maintain Tier 1 risk-based
capital, total risk-based capital and leverage ratios of at least 6%, 10% and 5%, respectively.
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The capital ratios and amounts of the Company and its banking subsidiaries as of December 31,
2008 and 2007 are presented below:

M&T M&T
(Consolidated) M&T Bank Bank, N.A.

(Dollars in thousands)

December 31, 2008:
Tier 1 capital

AMOUNT ..ot e e e $5,181,658 $4,245,071 $81,017

Ratio(a). . .. 8.83% 7.32% 18.62%

Minimum required amount(b) ........... ... ... . . ... 2,346,521 2,318,558 17,405
Total capital

AMOUNT . ... e 7,526,247 6,580,485 83,127

Ratio(a). . . i e e 12.83% 11.35% 19.10%

Minimum required amount(b) ........... .. ... ... ... ... 4,693,043 4,637,117 34,810
Leverage

AMOUNT ... e e e 5,181,658 4,245,071 81,017

Ratio(C) . . vt e 8.35% 6.96% 10.71%

Minimum required amount(b) ........... ... ... . ... ... 1,861,036 1,829,932 22,702

December 31, 2007:
Tier 1 capital

AMOUNT . ... e $3,831,402 $3,460,525 $79,627

Ratio(a). . . e 6.84% 6.25% 45.93%

Minimum required amount(b) ............ ... .. .. ... 2,240,512 2,216,349 6,934
Total capital

AMOUNT ..ot i e e e 6,263,301 5,884,226 81,062

Ratio(@). . ..ot e 11.18% 10.62% 46.76%

Minimum required amount(b) ........... ... ... ... . ... 4,481,024 4,432,698 13,869
Leverage

AMOUNT ... e 3,831,402 3,460,525 79,627

Ratio(C). . o 6.59% 6.03% 20.95%

Minimum required amount(b) ........... ... ... . .. ... 1,744,838 1,720,290 11,400

(a) The ratio of capital to risk-weighted assets, as defined by regulation.
(b) Minimum amount of capital to be considered adequately capitalized, as defined by regulation.
(c) The ratio of capital to average assets, as defined by regulation.

24. Relationship of M&T and AIB

AIB received 26,700,000 shares of M&T common stock on April 1, 2003 as a result of M&T’s acquisition
of a subsidiary of AIB on that date. Those shares of common stock owned by AIB represented 24.2% of
the issued and outstanding shares of M&T common stock on December 31, 2008. While AIB maintains a
significant ownership in M&T, the Agreement and Plan of Reorganization between M&T and AIB
(“Reorganization Agreement”) includes several provisions related to the corporate governance of M&T
that provide AIB with representation on the M&T and M&T Bank boards of directors and key board
committees and certain protections of its rights as a substantial M&T shareholder. In addition, AIB has
rights that will facilitate its ability to maintain its proportionate ownership position in M&T.

With respect to AIB’s right to have representation on the M&T and M&T Bank boards of directors
and key board committees, for as long as AIB holds at least 15% of M&T’s outstanding common stock,
AIB is entitled to designate four individuals, reasonably acceptable to M&T, on both the M&T and M&T
Bank boards of directors. In addition, one of the AIB designees to the M&T board of directors will serve
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on each of the Executive; Nomination, Compensation and Governance; and Audit and Risk committees.
Also, as long as AIB holds at least 15% of M&T’s outstanding common stock, neither the M&T nor the
M&T Bank board of directors may consist of more than 28 directors without the consent of the M&T
directors designated by AIB. AIB will continue to enjoy these rights if its holdings of M&T common
stock drop below 15%, but not below 12%, so long as AIB restores its ownership percentage to 15%
within one year. In the event that AIB holds at least 10%, but less than 15%, of M&T’s outstanding
common stock, AIB will be entitled to designate at least two individuals on both the M&T and M&T
Bank boards of directors and, in the event that AIB holds at least 5%, but less than 10%, of M&T’s
outstanding common stock, AIB will be entitled to designate one individual on both the M&T and M&T
Bank boards of directors. M&T also has the right to appoint one representative to the AIB board while
AIB remains a significant shareholder.

There are several other corporate governance provisions that serve to protect AIB’s rights as a
substantial M&T shareholder and are embodied in M&T’s certificate of incorporation and bylaws. These
protections include an effective consent right in connection with certain actions by M&T, such as
amending M&T’s certificate of incorporation or bylaws in a manner inconsistent with AIB’s rights,
engaging in activities not permissible for a bank holding company or adopting any shareholder rights
plan or other measures intended to prevent or delay any transaction involving a change in control of
M&T. AIB has the right to limit, with the agreement of at least one non-AIB designee on the M&T board
of directors, other actions by M&T, such as reducing M&T’s cash dividend policy such that the ratio of
cash dividends to net income is less than 15%, acquisitions and dispositions of significant amounts of
assets, and the appointment or election of the chairman of the board of directors or the chief executive
officer of M&T. The protective provisions described above will cease to be applicable when AIB no longer
owns at least 15% of M&T’s outstanding common stock, calculated as described in the Reorganization
Agreement.

25. Relationship with Bayview Lending Group LLC and Bayview Financial Holdings, L.P.

On February 5, 2007 M&T invested $300 million to acquire a minority interest in Bayview Lending
Group LLC (“BLG”), a privately-held commercial mortgage lender that specializes in originating,
securitizing and servicing small balance commercial real estate loans. M&T recognizes income from BLG
using the equity method of accounting.

Bayview Financial Holdings, L.P. (together with its affiliates, “Bayview Financial”), a privately-held
specialty mortgage finance company, is BLG’s majority investor. In addition to their common investment
in BLG, the Company and Bayview Financial conduct other business activities with each other. The
Company has purchased loan servicing rights for small balance commercial mortgage loans from BLG
and Bayview Financial having outstanding principal balances of $5.9 billion and $4.9 billion at
December 31, 2008 and 2007, respectively. Amounts recorded as capitalized servicing assets for such loans
totaled $58 million at December 31, 2008 and $57 million at December 31, 2007. In addition, capitalized
servicing rights at December 31, 2008 and 2007 also included $28 million and $40 million, respectively,
for servicing rights that were purchased from Bayview Financial related to residential mortgage loans with
outstanding principal balances of $4.6 billion at each of December 31, 2008 and 2007. Revenues from
servicing residential and small balance commercial mortgage loans purchased from BLG and Bayview
Financial were $54 million, $48 million and $38 million during 2008, 2007 and 2006, respectively. M&T
Bank provided $71 million of credit facilities to Bayview Financial at December 31, 2008 of which
$57 million was outstanding. There were no outstanding borrowings at December 31, 2007. Finally, at
December 31, 2008 the Company held $412 million and $32 million of collateralized mortgage
obligations in its held-to-maturity and available-for-sale investment securities portfolios, respectively, that
were securitized by Bayview Financial. During the third quarter of 2008, the Company had transferred
certain of its holdings of collateralized mortgage obligations that were securitized by Bayview Financial
with a cost basis of $385 million and a fair value of $298 million from its available-for-sale investment
securities portfolio to its held-to-maturity investment securities portfolio. In addition, during the third
quarter of 2008 the Company purchased $142 million of similar collateralized mortgage obligations from
Bayview Financial that were placed into its held-to-maturity investment securities portfolio. At Decem-
ber 31, 2007 the Company held $450 million of collateralized mortgage obligations that had been
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purchased from Bayview Financial, all of which were included at that time in the available-for-sale

investment securities portfolio.

26. Parent company financial statements

Condensed Balance Sheet

December 31

2008 2007
(In thousands)
Assets
Cash in subsidiary bank . ... ... .. $ 2506 $ 2,252
Due from consolidated bank subsidiaries
Money-market SaVIngs. . ... ..ottt 694,665 103,999
Note receivable . . ..ot vt 200,000 200,000
Current income tax receivable . . . . . oottt 6,420 1,446
Other ..o e e 717 1,466
Total due from consolidated bank subsidiaries . ... ..................... 901,802 306,911
Investments in consolidated subsidiaries
Banks . ... e 7,000,095 6,913,112
Other .. e 28,552 20,482
Investments in unconsolidated subsidiaries (note 19). ....................... 30,633 30,893
Investment in Bayview Lending Group LLC. ... ...... ... .. .. i, 271,466 308,926
Other aSSEES .« v v vttt e e e e e e 105,786 124,746
TOtal ASSELS & v v vttt e e e $8,340,840  $7,707,322
Liabilities
Due to consolidated subsidiaries
Banks . ... $ 121 $ 251
Other ... e — 307
Total due to consolidated subsidiaries ..................c0iviiinnn... 121 558
Accrued expenses and other liabilities . ... ...... ... ... . . . i, 58,124 52,406
Long-term bOrrowings. . . . ..« vttt e 1,497,864 1,169,102
Total liabilities . . . . ... ... .. e 1,556,109 1,222,066
Stockholders’ equity. . . ... ... .. i 6,784,731 6,485,256
Total liabilities and stockholders’ equity............. ... . ... ... ..... $8,340,840  $7,707,322
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Condensed Statement of Income

Income

Dividends from consolidated bank subsidiaries . ..................
Equity in earnings of Bayview Lending Group LLC . ...............
Otherincome . . ... .ottt e e e

Total INCOMIE . . . o oottt

Expense
Interest on long-term borrowings . ........... ... ... .. ... ...
Other eXpense . . .. ..ottt e e

Total expense. . . ..ot e

Income (loss) before income taxes and equity in undistributed income
of subsidiaries . . . ... .ot

Income tax credits. . .. ..o ottt
Income (loss) before equity in undistributed income of subsidiaries . . . . . .

Equity in undistributed income of subsidiaries
Net income of subsidiaries .................00 0.
Less: dividends received. . ... ..ot

Equity in undistributed income of subsidiaries ...................

Net inCOme . . . oo o e

Net income per common share

Year Ended December 31

2008

2007

2006

(In thousands, except per share)

$ —  $609,500 $ 755,000
(37,453) 8,935 —
2,985 26,217 28,822
(34,468) 644,652 783,822
101,534 75,608 69,651
2,798 7,376 7,339
104,332 82,984 76,990
(138,800) 561,668 706,832
51,085 18,597 16,937
(87,715) 580,265 723,769
643,602 683,494 870,420
—  (609,500)  (755,000)
643,602 73,994 115,420
$ 555,887  $ 654,259  $ 839,189
$ 504 $ 605 $ 755
5.01 5.95 7.37
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Condensed Statement of Cash Flows

Year Ended December 31
2008 2007 2006
(In thousands)

Cash flows from operating activities

Net INCOMIE . & o vttt et ettt et e et e ettt et e e e $ 555,887 $ 654,259 $ 839,189
Adjustments to reconcile net income to net cash provided by operating

activities

Equity in undistributed income of subsidiaries ................. (643,602) (73,994) (115,420)

Provision for deferred income taxes. . .............couiuuere.. 16,653 12,695 7,629

Net change in accrued income and expense . . .. ................ 46,384 (9,170) (9,787)

Net cash provided (used) by operating activities ................ (24,178) 583,790 721,611
Cash flows from investing activities
Proceeds from sales of investment securiti€s . ............ouuvun.. 15,808 2,826 5,922
Proceeds from maturities of investment securities . ... ............. 17,120 15,840 17,505
Purchases of investment securities . . ... ......iii it (43,072) (29,492) (18,967)
Acquisitions, net of cash acquired

Banks and bank holding companies. . .............. ... .. ..... — 27,848 —
Investment in Bayview Lending Group LLC. . .................... — (300,000) —
Other, Net . . oot e (8,790) (959) 5,949

Net cash provided (used) by investing activities. ................ (18,934) (283,937) 10,409
Cash flows from financing activities
Proceeds from long-term borrowings. . .. ...... ... .. ... ... .. .... 350,010 299,895 —
Payments on long-term borrowings. . ......... ... ... .. ... ... ... (20,661)  (200,000) —
Purchases of treasury stock ... ... ... i i — (508,404) (373,860)
Proceeds from issuance of preferred stock and warrants. . ........... 600,000 — —
Dividends paid — common. . . . ...t (308,501) (281,900) (249,817)
Other, Net . ..ot e 13,184 74,999 93,847

Net cash provided (used) by financing activities ................ 634,032 (615,410) (529,330)
Net increase (decrease) in cash and cash equivalents . .............. 590,920 (315,557) 202,190
Cash and cash equivalents at beginning of year .. . ................ 106,251 421,808 219,618
Cash and cash equivalents at end of year. ... .................... $ 697,171  $ 106,251  § 421,808
Supplemental disclosure of cash flow information
Interest received during the year .. ........ ... ... .. ... ... ... ... $ 15,311 $ 16,708 $ 15,538
Interest paid during theyear........ ... ... . ... . ... 99,209 83,645 75,932
Income taxes received during theyear.......................... 62,501 39,264 43,920
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Item 9. Changes In and Disagreements With Accountants on Accounting and Financial Disclosure.

None.

Item 9A. Controls and Procedures.

(a) Evaluation of disclosure controls and procedures. Based upon their evaluation of the effective-
ness of M&T’s disclosure controls and procedures (as defined in Exchange Act rules 13a-15(e) and
15d-15(e)), Robert G. Wilmers, Chairman of the Board and Chief Executive Officer, and René F. Jones,
Executive Vice President and Chief Financial Officer, concluded that M&T’s disclosure controls and
procedures were effective as of December 31, 2008.

(b) Management’s annual report on internal control over financial reporting. Included under the
heading “Report on Internal Control Over Financial Reporting” at Item 8 of this Annual Report on
Form 10-K.

(c) Attestation report of the registered public accounting firm. Included under the heading
“Report of Independent Registered Public Accounting Firm” at Item 8 of this Annual Report on
Form 10-K.

(d) Changes in internal control over financial reporting. M&T regularly assesses the adequacy of
its internal control over financial reporting and enhances its controls in response to internal control
assessments and internal and external audit and regulatory recommendations. No changes in internal
control over financial reporting have been identified in connection with the evaluation of disclosure
controls and procedures during the quarter ended December 31, 2008 that have materially affected, or are
reasonably likely to materially affect, M&T’s internal control over financial reporting.

Item 9B. Other Information.

None.

PART III

Item 10. Directors, Executive Officers and Corporate Governance.

The identification of the Registrant’s directors is incorporated by reference to the caption “NOMINEES
FOR DIRECTOR” contained in the Registrant’s definitive Proxy Statement for its 2009 Annual Meeting
of Stockholders, which will be filed with the Securities and Exchange Commission on or about March 6,
2009.

The identification of the Registrant’s executive officers is presented under the caption “Executive
Officers of the Registrant” contained in Part I of this Annual Report on Form 10-K.

Disclosure of compliance with Section 16(a) of the Securities Exchange Act of 1934, as amended,
by the Registrant’s directors and executive officers, and persons who are the beneficial owners of more
than 10% of the Registrant’s common stock, is incorporated by reference to the caption “Section 16(a)
Beneficial Ownership Reporting Compliance” contained in the Registrant’s definitive Proxy Statement for
its 2009 Annual Meeting of Stockholders which will be filed with the Securities and Exchange Commis-
sion on or about March 6, 2009.

The other information required by Item 10 is incorporated by reference to the captions “CORPO-
RATE GOVERNANCE OF M&T BANK CORPORATION,” “BOARD OF DIRECTORS, COMMITTEES
OF THE BOARD AND ATTENDANCE” and “CODES OF BUSINESS CONDUCT AND ETHICS”
contained in the Registrant’s definitive Proxy Statement for its 2009 Annual Meeting of Stockholders,
which will be filed with the Securities and Exchange Commission on or about March 6, 2009.

Item 11. Executive Compensation.

Incorporated by reference to the caption “COMPENSATION OF EXECUTIVE OFFICERS AND DIREC-
TORS” contained in the Registrant’s definitive Proxy Statement for its 2009 Annual Meeting of
Stockholders, which will be filed with the Securities and Exchange Commission on or about March 6,
20009.
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Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters.

Incorporated by reference to the captions “PRINCIPAL BENEFICIAL OWNERS OF SHARES” and
“STOCK OWNERSHIP BY DIRECTORS AND EXECUTIVE OFFICERS” contained in the Registrant’s
definitive Proxy Statement for its 2009 Annual Meeting of Stockholders, which will be filed with the
Securities and Exchange Commission on or about March 6, 2009.

The information required by this item concerning Equity Compensation Plan information is
incorporated by reference to the caption “COMPENSATION OF EXECUTIVE OFFICERS AND DIREC-
TORS” contained in the Registrant’s definitive Proxy Statement for its 2009 Annual Meeting of
Stockholders, which will be filed with the Securities and Exchange Commission on or about March 6,
2009.

Item 13. Certain Relationships and Related Transactions, and Director Independence.

Incorporated by reference to the captions “TRANSACTIONS WITH DIRECTORS AND EXECUTIVE
OFFICERS” and “BOARD OF DIRECTORS, COMMITTEES OF THE BOARD AND ATTENDANCE”
contained in the Registrant’s definitive Proxy Statement for its 2009 Annual Meeting of Stockholders,
which will be filed with the Securities and Exchange Commission on or about March 6, 2009.

Item 14. Principal Accounting Fees and Services.

Incorporated by reference to the caption “PROPOSAL TO RATIFY THE APPOINTMENT OF
PRICEWATERHOUSECOOPERS LLP AS THE INDEPENDENT REGISTERED PUBLIC ACCOUNTING
FIRM OF M&T BANK CORPORATION” contained in the Registrant’s definitive Proxy Statement for its
2009 Annual Meeting of Stockholders, which will be filed with the Securities and Exchange Commission
on or about March 6, 2009.

PART IV

Item 15. Exhibits and Financial Statement Schedules.

(a) Financial statements and financial statement schedules filed as part of this Annual Report on
Form 10-K. See Part II, Item 8. “Financial Statements and Supplementary Data.” Financial statement
schedules are not required or are inapplicable, and therefore have been omitted.

(b) Exhibits required by Item 601 of Regulation S-K. The exhibits listed on the Exhibit Index of
this Annual Report on Form 10-K have been previously filed, are filed herewith or are incorporated
herein by reference to other filings.

(c) Additional financial statement schedules. None.
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New York. Incorporated by reference to Exhibit 4.16 to the Form 10-K for the year ended

December 31, 1999 (File No. 1-9861).
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The Bank of New York. Incorporated by reference to Exhibit 4.17 to the Form 10-K for the year ended
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Incorporated by reference to Exhibit 4.18 to the Form 10-K for the year ended December 31, 2003
(File No. 1-9861).

Indenture, dated as of December 30, 1996, by and between First Maryland Bancorp and The Bank of
New York. Incorporated by reference to Exhibit 4.1 to the Registration Statement on Form S-4 of First
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(successor by merger to Allfirst Financial Inc.) and The Bank of New York. Incorporated by reference
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(File No. 2-50235).

Supplemental Indenture No. 2, dated as of April 1, 2003, by and between M&T Bank Corporation
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known as Bankers Trust Company). Incorporated by reference to Exhibit 4.48 to the Form 10-K for
the year ended December 31, 2003 (File No. 1-9861).
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York. Incorporated by reference to Exhibit 4.2 to the Form 8-K dated May 24, 2007 (File No. 1-9861).
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The Bank of New York. Incorporated by reference to Exhibit 4.1 to the Form 8-K dated May 24, 2007
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Bank of New York. Incorporated by reference to Exhibit 4.1 to the Form 8-K dated January 31, 2008
(File No. 1-9861).
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March 31, 2003 (File No. 1-9861).

Warrant to purchase shares of M&T Bank Corporation Common Stock dated December 23, 2008.
Incorporated by reference to Exhibit 4.1 to the Form 8-K dated December 19, 2008 (File No. 1-9861).
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between M&T Bank Corporation and Citibank, N.A. Incorporated by reference to Exhibit 10.3 to the
Form 10-K for the year ended December 31, 2003 (File No. 1-9861).
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reference to Exhibit 10.3 to the Form 10-Q for the quarter ended March 31, 1999 (File No. 1-9861).*
M&T Bank Corporation 2001 Stock Option Plan. Incorporated by reference to Appendix A to the
Proxy Statement of M&T Bank Corporation dated March 6, 2001 (File No. 1-9861).*

M&T Bank Corporation Annual Executive Incentive Plan. Incorporated by reference to

Exhibit No. 10.3 to the Form 10-Q for the quarter ended June 30, 1998 (File No. 1-9861).%
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(File No. 1-9861).*

Supplemental Deferred Compensation Agreement, dated July 17, 1989, between The East New York
Savings Bank and Atwood Collins, III. Incorporated by reference to Exhibit 10.11 to the Form 10-K
for the year ended December 31, 1991 (File No. 1-9861).*

First amendment, dated as of August 1, 2006, to the Supplemental Deferred Compensation Agreement,
dated July 17, 1989, between The East New York Savings Bank and Atwood Collins, III. Incorporated
by reference to Exhibit 10.3 to the Form 10-Q for the quarter ended September 30, 2006 (File
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December 31, 1998 (File No. 000-11460).%

Keystone Financial, Inc. 1992 Stock Incentive Plan. Incorporated by reference to Exhibit 10.10 to the
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EXHIBIT 31.1

CERTIFICATIONS

I, Robert G. Wilmers certify that:

1.
2.

I have reviewed this annual report on Form 10-K of M&T Bank Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;
Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

designed such disclosure controls and procedures, or caused such disclosure controls and procedures
to be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such evaluation; and

disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting.

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

all significant deficiencies and material weaknesses in the design or operation of internal control
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize
and report financial information; and

any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

By: /s/ ROBERT G. WILMERS
Robert G. Wilmers
Chairman of the Board
and Chief Executive Officer

Date: February 23, 2009



EXHIBIT 31.2

CERTIFICATIONS

I, René E. Jones, certify that:

1. I have reviewed this annual report on Form 10-K of M&T Bank Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures
to be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

¢) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting.

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize
and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

By: /s/ RENE F. JONES

René F. Jones
Executive Vice President
and Chief Financial Officer

Date: February 23, 2009



EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER UNDER 18 U.S.C. §1350

I, Robert G. Wilmers, Chairman of the Board and Chief Executive Officer of M&T Bank Corporation,
certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that:

(1) the Annual Report on Form 10-K of M&T Bank Corporation for the annual period ended
December 31, 2008 (the “Report”) fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934 (15 U.S.C. 78m or 780(d)); and

(2) the information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of M&T Bank Corporation.

The foregoing certification is being furnished solely pursuant to 18 U.S.C. § 1350 and is not being
filed as part of the Report or as a separate disclosure document.

/s/  ROBERT G. WILMERS

Robert G. Wilmers

February 23, 2009

A signed original of this written statement required by Section 906, or other document authenti-
cating, acknowledging, or otherwise adopting the signature that appears in typed form within the
electronic version of this written statement required by Section 906, has been provided to M&T Bank
Corporation and will be retained by M&T Bank Corporation and furnished to the Securities and
Exchange Commission or its staff upon request.



EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER UNDER 18 U.S.C. §1350

I, René E. Jones, Executive Vice President and Chief Financial Officer of M&T Bank Corporation, certify,
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that:

(1) the Annual Report on Form 10-K of M&T Bank Corporation for the annual period ended
December 31, 2008 (the “Report”) fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934 (15 U.S.C. 78m or 780(d)); and

(2) the information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of M&T Bank Corporation.

The foregoing certification is being furnished solely pursuant to 18 U.S.C. § 1350 and is not being
filed as part of the Report or as a separate disclosure document.

/s/  Reng E JoNEs

René F. Jones

February 23, 2009

A signed original of this written statement required by Section 906, or other document authenti-
cating, acknowledging, or otherwise adopting the signature that appears in typed form within the
electronic version of this written statement required by Section 906, has been provided to M&T Bank
Corporation and will be retained by M&T Bank Corporation and furnished to the Securities and
Exchange Commission or its staff upon request.



A plan is available to common stockholders whereby they may invest their dividends and

voluntary cash payments in additional shares of M&T' Bank Corporation’s common stock.

Requests for information about the Dividend Reinvestment Plan and questions about stock
certificates or dividend checks should be addressed to M&T' Bank Corporation’s transfer

agent, registrar and dividend disbursing agent:

Registrar and Transfer Company
10 Commerce Drive

Cranford, NJ 07016-3572
800/368-5948

E-mail address: infoertco.com

Internet address: www.rtco.com

Questions on other matters and requests for additional copies of this publication or annual
or quarterly reports filed with the United States Securities and Exchange Commission

(SEC Forms 10-K and 10-Q), which are available at no charge, may be directed to:

M&T Bank Corporation
Shareholder Relations Department
One M&T Plaza, 13th Floor
Buffalo, NY 14203-2399
716/842-5138

E-mail address: iremtb.com

www.mtb.com

M&T Bank Corporation’s common stock is traded under the symbol MTB on the
New York Stock Exchange (“NYSE”).

M&T Bank Corporation’s chief executive officer certified to the NYSE that, as of May 12,
2008, he was not aware of any violation by M&T' Bank Corporation of the NYSE’s corporate
governance listing standards. The chief executive officer and chief financial officer
certifications required under Section 302 of the Sarbanes-Oxley Act of 2002 have been
filed as Exhibits 31.1 and 31.2, respectively, to M&T Bank Corporation’s SEC Form 10-K
for the year ended December 31, 2008 and copies of such certifications are included in

this Annual Report.
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