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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

M QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 2008

or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

Commission File Number 1-9861

M&T BANK CORPORATION

(Exact name of registrant as specified in its @rart

New York 16-0968385
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organizatiol Identification No.)
One M & T Plaza
Buffalo, New York 14203
(Address of principal (Zip Code)

executive offices

(716) 842-5445
(Registrant’s telephone number, including area fode

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastfgs. Yesd NoO

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See definitions of “large accelerated filaaccelerated filer” and “smaller reporting coany” in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filev Accelerated fileld Non-accelerated file[d Smaller reporting comparl]
(Do not check if a smaller reporting compe

Indicate by checkmark whether the registrant isedl sompany (as defined in Rule 12b-2 of the ExgjgaAct. Yedd No M

Number of shares of the registr's Common Stock, $0.50 par value, outstanding #seoflose of business on October 29, 2008: 11928
shares.
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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements.

M&T BANK CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET (Unaudited)

September 3(

December 31

Dollars in thousands, except per share 2008 2007
Assets
Cash and due from ban $ 1,368,91 1,719,50
Interes-bearing deposits at ban 13,60¢ 18,43:
Federal funds sol 18,60( 48,03¢
Agreements to resell securiti 90,00( —
Trading accoun 370,42( 281,24.
Investment securities (includes pledged securtitiascan be sold or repledged of $1,899,690 at
September 30, 2008; $1,988,128 at December 31):
Available for sale (cost: $7,906,127 at Septemife2B08; $8,451,411 at December 31, 2( 7,348,42 8,379,16!
Held to maturity (fair value: $456,546 at Septem®@r2008; $78,250 at December 31, 2( 492,41 76,44
Other (fair value: $592,600 at September 30, 28686,388 at December 31, 20( 592,60( 506,38
Total investment securitie 8,433,44. 8,961,99
Loans and least 49,044,50 48,352,26
Unearned discout (350,959 (330,700
Allowance for credit losse (780,689 (759,439
Loans and leases, r 47,912,86 47,262,12
Premises and equipme 374,18: 370,76!
Goodwill 3,192,12i 3,196,43:
Core deposit and other intangible as: 198,55« 248,55t
Accrued interest and other ass 3,274,511 2,768,54.
Total asset $65,247,21 64,875,63
Liabilities
Noninteres-bearing deposit $ 8,332,06! 8,131,66:
NOW accountt 972,96. 1,190,16.
Savings deposil 18,229,15 15,419,35
Time deposit: 9,206,37. 10,668,58
Deposits at foreign offic 5,760,74 5,856,42
Total deposit: 42,501,29 41,266,18
Federal funds purchased and agreements to repershasritie: 1,712,85! 4,351,31.
Other shor-term borrowings 1,216,38. 1,470,58.
Accrued interest and other liabiliti 918,02¢ 984,35:
Long-term borrowings 12,481,96 10,317,94
Total liabilities 58,830,53 58,390,38
Stockholder' equity
Preferred stock, $1 par, 1,000,000 shares authihnmme outstandin — —
Common stock, $.50 par, 250,000,000 shares audthri20,396,611 shares issued at September
2008 and at December 31, 2C 60,19¢ 60,19¢
Common stock issuable, 78,418 shares at Septerib2038; 82,912 shares at December 31, . 4,62¢ 4,77¢
Additional paic-in capital 2,861,49! 2,848,75:
Retained earning 5,037,79 4,815,58!
Accumulated other comprehensive income (loss) (462,05() (114,82)
Treasury stock — common, at cost - 10,161,571 statr8eptember 30, 2008; 10,544,259 shares at
December 31, 20C (1,085,38) (1,129,23)
Total stockholdel' equity 6,416,68 6,485,25!
Total liabilities and stockholde’ equity $65,247,21 64,875,63
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M&T BANK CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF INCOME (Unaudited)

Three months ende
September 3

Nine months ende
September 3

In thousands, except per share 2008 2007 2008 2007
Interest incomt
Loans and leases, including fe $ 684,28: 798,57. $2,160,75! 2,353,11
Deposits at bank 25 64 91 197
Federal funds sol 74 18C 211 71C
Agreements to resell securiti 441 3,24¢ 1,752 14,25¢
Trading accoun 35¢ 14t 761 491
Investment securitie
Fully taxable 114,14¢ 88,28( 331,00( 255,08
Exempt from federal taxe 2,02¢ 2,52¢ 8,52( 8,39(
Total interest incom 801,35 893,01« 2,503,09I 2,632,23!
Interest expens
NOW accountt 65¢ 982 2,30z 3,17:
Savings deposil 58,915 62,88 185,85¢ 184,67¢
Time deposit: 72,10( 117,06« 258,21( 377,76t
Deposits at foreign offic 18,70¢ 55,66¢ 79,157 151,31¢
Shor-term borrowings 28,15¢ 68,37¢ 132,38t 205,44(
Long-term borrowings 134,57¢ 120,35! 391,45t 329,83¢
Total interest expens 313,11! 425,32t 1,049,36! 1,252,21.
Net interest income 488,23¢ 467,68¢ 1,453,72 1,380,02
Provision for credit losse 101,00( 34,00( 261,00( 91,00(
Net interest income after provision for credit les 387,23¢ 433,68 1,192,72 1,289,02
Other income
Mortgage banking revenu 38,00: 31,64 116,29: 81,06:
Service charges on deposit accol 110,37: 104,40: 324,16! 303,61!
Trust income 38,78¢ 38,16¢ 119,51¢ 112,69:
Brokerage services incon 16,21¢ 14,97¢ 48,90: 46,84+
Trading account and foreign exchange gi 4,27¢ 7,27¢ 15,621 20,46¢
Gain (loss) on bank investment securi (152,279 (13¢) (124,24 1,18¢
Equity in earnings of Bayview Lending Group LI (14,480 (11,299 (28,76¢) (5,599
Other revenues from operatia 72,812 67,86 226,07: 212,23
Total other incom: 113,71 252,89¢ 697,56: 772,49¢
Other expens
Salaries and employee bene 236,67¢ 220,75l 724,67¢ 682,20:
Equipment and net occupan 47,03: 42,09: 141,05( 126,03t
Printing, postage and suppli 8,44: 7,99¢ 27,45¢ 25,88¢
Amortization of core deposit and other intangitdsets 15,84( 15,70: 50,93¢ 50,51¢
Other costs of operatiol 126,76¢ 103,98¢ 336,05 297,57¢
Total other expens 434,76: 390,52¢ 1,280,17 1,182,211
Income before taxe 66,19: 296,05¢ 610,10¢ 879,31(
Income taxes (benefi (24,997 96,87: 156,46( 289,98:
Net income $ 91,18t 199,18 $ 453,64t 589,32¢
Net income per common shg
Basic $ .83 1.8¢ $ 4.1z 5.4t
Diluted .82 1.8: 4.0¢ 5.34
Cash dividends per common sh $ .70 .7C $ 2.1C 1.9C
Average common shares outstanc
Basic 110,26! 107,05t 110,15¢ 108,22(
Diluted 110,80° 108,95 111,00( 110,34:
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M&T BANK CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS (Unaudited)

Nine months ended September

In thousands 2008 2007
Cash flows from operating activitir
Net income $ 453,64t 589,32¢
Adjustments to reconcile net income to net caskigeal by operating activitie
Provision for credit losse 261,00( 91,00(
Depreciation and amortization of premises and egai 39,91¢ 37,05:
Amortization of capitalized servicing rigk 49,32 46,73
Amortization of core deposit and other intangitdsets 50,93¢ 50,51¢
Provision for deferred income tax (56,157 (15,35)
Asset writ-downs 161,76: 12,227
Net gain on sales of ass: (26,207 (5,41¢)
Net change in accrued interest receivable, pay 1,30z 5,18¢
Net change in other accrued income and exp (1,117 (23,189
Net change in loans originated for s 433,92¢ 136,51
Net change in trading account assets and lials (74,587) (26,865
Net cash provided by operating activit 1,293,76! 897,73¢
Cash flows from investing activitie
Proceeds from sales of investment secur
Available for sale 57,35( 39,37«
Other 87,78: 1,881
Proceeds from maturities of investment secur
Available for sale 1,608,08! 1,357,03
Held to maturity 60,92: 34,56¢
Purchases of investment securi
Available for sale (761,38) (2,087,58)
Held to maturity (176,677 (29,769
Other (173,999 (117,009
Net increase in agreements to resell secul (89,979 (267,79)
Net increase in loans and lea (2,350,539 (2,077,630
Other investments, n (13,557 (305,979
Additions to capitalized servicing rigr (22,26) (45,159
Capital expenditures, n (43,85¢) (35,119
Other, ne (141,43Y (27,319
Net cash used by investing activit (1,959,52) (3,560,49)
Cash flows from financing activitie
Net increase (decrease) in depa 1,239,93 (1,438,59)
Net increase (decrease) in si-term borrowings (2,892,26) 1,826,68
Proceeds from lor-term borrowings 3,850,011 2,849,89!
Payments on lor-term borrowings (1,676,72) (228,08¢)
Purchases of treasury stc — (496,05)
Dividends paic— common (231,269 (205,029
Other, ne (3,957 56,56(
Net cash provided by financing activiti 285,73: 2,365,37.
Net decrease in cash and cash equiva (380,030) (297,38)
Cash and cash equivalents at beginning of p¢ 1,767,54 1,624,96.
Cash and cash equivalents at end of pe $1,387,51 1,327,57
Supplemental disclosure of cash flow informat
Interest received during the peri $ 2,570,57. 2,643,941
Interest paid during the peri 1,071,67. 1,243,91!
Income taxes paid during the per| 200,74¢ 279,04!
Supplemental schedule of noncash investing andding activities
Real estate acquired in settlement of Ic $ 92,81 25,34
Securitization of residential mortgage loans altedao
Available for sale investment securit 869,11! —
Capitalized servicing right 8,45t —
Investment securities available for sale transtetoeheld to maturit 298,10t —
Loans held for sale transferred to loans heldrieestmen — 870,75¢

-5
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M&T BANK CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDEREQUITY (Unaudited)

Accumulater
othel
Commor Additional comprehensiv
Preferre: Commor stock paic-in Retaines income (loss Treasur
In thousands, except per sh stock stock issuabli capita earning: nel stock Total
2007
Balance— January 1,200 $ — 60,19¢ 5,06( 2,889,44! 4,443,44. (53,574 (1,063,479 6,281,09!
Comprehensive incom
Net income — — — — 589,32¢ — — 589,32¢
Other comprehensive
income, net of tax ar
reclassification
adjustments
Unrealized losses on
investment
securities — — — — — (32,689 — (32,689
Defined benefit plan
liability adjustmen — — — — — (17 — (17)
Unrealized losses on
cash flow hedge — — — — — (390 — (390
556,23t
Purchases of treasury stc — — — — — — (496,05) (496,05)
Stock-based compensatic
plans:
Stock option and
purchase plan:
Compensation
expense — — — 39,09t — — 1,60¢ 40,70(
Exercises — — — (30,640 — — 90,74 60,10:
Directors' stock plar — — — 75 — — 932 1,00
Deferred compensation
plans, net, including
dividend equivalent — — (250 (480) (159 — 83€ (53
Common stock cash
dividends - $1.90 per
share — — — — (205,029 — — (205,029
Balance — September 30,
2007 $ — 60,19¢ 4,81( 2,897,49! 4,827,58. (86,66%) (1,465,42) 6,238,00.
2008
Balance— January 1,200 $ — 60,19¢ 4,77¢ 2,848,75: 4,815,58! (114,82) (1,129,23) 6,485,25
Comprehensive incom
Net income — — — — 453,64¢ — — 453,64¢
Other comprehensive
income, net of tax ar
reclassification
adjustments
Unrealized losses on
investment
securities — — — — — (345,759 — (345,759
Defined benefit plan:
liability adjustmen — — — — — (1,017 — (1,017
Unrealized losses on
cash flow hedge — — — — — (459 — (459
106,41¢
Repayment of management
stock ownership
program receivabl — — — 72 — — — 72
Stock-based compensatic
plans:

Stock option and
purchase plan:



Compensation

expense — — — 35,35¢ — — 3,91 39,26¢
Exercises — — — (21,897 — — 37,75¢ 15,86:
Directors' stock plar — — — (389) — — 1,39: 1,00¢

Deferred compensation
plans, net, including
dividend equivalent — — (150 (40¢) (169 — 787 66
Common stock cash
dividends - $2.10 per

share — — — — (231,269 — — (231,269
Balance — September 30,
2008 $ — 60,19¢ 4,62¢ 2,861,49! 5,037,79 (462,050 (1,085,389 6,416,68

CONSOLIDATED SUMMARY OF CHANGES IN ALLOWANCE FOR CRBDIT LOSSES (Unaudited)

Nine months ended September

In thousand: 2008 2007
Beginning balanc $ 759,43¢ 649,94¢
Provision for credit losse 261,00( 91,00(
Allowance related to loans sold or securiti: (52%) —
Net charg-offs
Chargeoffs (267,919 (82,459
Recoverie: 28,68 22,00¢
Total net charc-offs (239,23) (60,450
Ending balanc $ 780,68 680,49t
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NOTES TO FINANCIAL STATEMENTS
1. Significant accounting policies

The consolidated financial statements of M&T Bardegoration (“M&T”) and subsidiaries (“the Companyklere compiled in accordance
with the accounting policies set forth in note INaftes to Financial Statements included in the Camgjs 2007 Annual Report, except as
described below. In the opinion of managementdilistments necessary for a fair presentation haga made and were all of a normal
recurring nature.

2. Earnings per share
The computations of basic earnings per share follow

Three months ende Nine months ende
September 3 September 3
2008 2007 2008 2007
(in thousands, except per she
Income available to common stockhold

Net income $ 91,18t 199,18 453,64t 589,32
Weightec-average shares outstanding (including common sssciable! 110,26! 107,05¢ 110,15t 108,22(
Basic earnings per she $ .83 1.8¢ 4.1z 5.4k

The computations of diluted earnings per shareall

Three months ende Nine months ende
September 3 September 3
2008 2007 2008 2007
(in thousands, except per she

Income available to common stockhold $ 91,18¢ 199,18 453,64t 589,32¢
Weightec-average shares outstand 110,26! 107,05t 110,15t 108,22(
Plus: incremental shares from assumed conversistook-based

compensation awar( 542 1,901 84z 2,122
Adjusted weighte-average shares outstand 110,80° 108,95 111,00( 110,34:
Diluted earnings per sha $ .82 1.8¢ 4.0¢ 5.3¢

Options to purchase approximately 11.3 milkod 3.3 million common shares during the threetimperiods ended September 30, 2008
and 2007, respectively, and 9.7 million and 3.3iamlcommon shares during the nine-month periodiedrSeptember 30, 2008 and 2007,
respectively, were not included in the computatiohdiluted earnings per share because the effeti@se periods would be antidilutive.

-7-
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NOTES TO FINANCIAL STATEMENTS, CONTINUEL

3. Comprehensive income

The following table displays the components of ott@mprehensive income (loss):

Investment securitie:

Unrealized losses on investment securities availtdrlsale “AFS”):
Unrealized holding losses during peri
Add: transfer of investment securities from AFS$edd to maturity“HTM™)
Less: reclassification adjustment for losses redlin net incom:

Unrealized holding losses on investment securitessferred from AFS to HTN

Unrealized holding losses transferred during pe
Less: amortization of unrealized holding lossemtome during perior

Net unrealized losses on investment secur
Cash flow hedge:
Unrealized losses on cash flow hed
Reclassification of losses on terminated cash fiedges to incom

Defined benefit plans liability adjustme

Nine months ended September 30, 2

Before-tax
amount

$(729,17)
86,94

(156,77)
(485,46.)

(86,94%)
(2,150

(84,799
(570,25

(20,22%)
19,48:
(742)
(1,72
$(572.72)

Income

taxes Net .
(in thousands

226,92: (502,25))
(20,972 65,97
1,661 (155,110
204,29 (281,17)
20,97: (65,977)
76€ (1,389
20,20¢ (64,587
224,49t (345,75%)
7,881 (12,339
(7,609 11,87¢
28¢ (45¢)
717 (1,017)
225,49; (347,22))

As described in note 9, during the third geladf 2008 the Company transferred private colidized mortgage obligations having a fair
value of $298 million and a cost basis of $385iomillfrom its available-for-sale investment secestportfolio to the held-to-maturity

portfolio.

-8-
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NOTES TO FINANCIAL STATEMENTS, CONTINUEL

3. Comprehensive income, continued

Nine months ended September 30, 2
Before-tax Income
amount taxes Net
(in thousands

Unrealized losses on investment securities £

Unrealized holding losses during peri $(50,409) 18,45: (31,957
Less: reclassification adjustment for gains redlizenet income 1,18¢ (4598) 727
(51,599 18,90¢ (32,689

Unrealized losses on cash flow hed (69¢) 30¢ (390)
Defined benefit plans liability adjustme (28 11 17

$(52,319 19,22¢ (33,09)

Accumulated other comprehensive income (lass)consisted of unrealized gains (losses) asvistl

Cash Defined
Investmen flow benefit
securities hedges plans Total
(in thousands
Balance— January 1, 200 $ (59,40¢) (8,93)) (46,48%) (114,829
Net gain (loss) during peric (345,759 (459 (1,017 (347,229
Balance— September 30, 20(C $(405,16/) (9,390 (47,496 (462,05()
Balance— January 1, 200 $ (25,31) — (28,267) (53,574
Net gain (loss) during peric (32,689 (390 (A7) (33,09)
Balance— September 30, 20C $ (57,999 (390 (28,280 (86,66°)

4. Borrowings

M&T Capital Trust | (“Trust I"), M&T Capital Trustl (“Trust II"), and M&T Capital Trust Il (“Trustlll”) have issued fixed rate preferred
capital securities aggregating $310 million. Onu#ag 31, 2008 M&T Capital Trust IV (“Trust I1V”), Belaware business trust, issued
$350 million of 8.50% fixed rate Enhanced Trustf@ned Securities (“8.50% Enhanced Trust PrefeBecurities”). First Maryland Capital |
(“Trust V") and First Maryland Capital Il (“Trust K) have issued floating rate preferred capitalsées aggregating $300 million. The
distribution rates on the preferred capital semgibf Trust V and Trust VI adjust quarterly basedchanges in the three-month London
Interbank Offered Rate (“LIBOR”) and were 3.79% &h@5%, respectively, at September 30, 2008 ardb6 2nd 5.76%, respectively, at
December 31, 2007. As a result of an acquisitiaénfourth quarter of 2007, M&T assumed respotigitfor $31.5 million of similar
preferred capital securities previously issuedfmcgl-purpose entities consisting of $16.5 millafrfixed rate preferred capital securities
issued by BSB Capital Trust | (“Trust VII") and $idillion of floating rate preferred capital secig#t issued by BSB Capital Trust IlI
(“Trust VII™).

-0-
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NOTES TO FINANCIAL STATEMENTS, CONTINUEL
4. Borrowings, continued

The distribution rate on the preferred capital sities of Trust VIII adjusts quarterly based on ges in the three-month LIBOR and was
6.14% at September 30, 2008 and 8.59% at Decemb@087. Trust I, Trust I, Trust Ill, Trust IV, @ist V, Trust VI, Trust VII and
Trust VIII are referred to herein collectively &t Trusts.”

Other than the following payment terms (and theenegtion and certain other terms described beldve)pteferred capital securities iss!
by the Trusts (“Capital Securities”) are substdhyti@entical in all material respects:

Distribution Distribution

Trust rate dates
Trust | 8.23%% February 1 and August
Trust 11 8.271% June 1 and Decembel
Trust Il 9.25% February 1 and August
Trust IV 8.5(% March 15, June 15, September 15 and Decemb
Trust V LIBOR plus 1.00% January 15, April 15, July 15 and October
Trust VI LIBOR plus .85% February 1, May 1, August 1 and Novemb
Trust VII 8.125% January 31 and July :
Trust VIII LIBOR plus 3.35% January 7, April 7, July 7 and Octobe

The common securities of each Trust (“Commeousties”) are wholly owned by M&T and are theynlass of each Trust’s securities
possessing general voting powers. The Capital 8isurepresent preferred undivided interests enassets of the corresponding Trust. Ul
the Federal Reserve Board'’s current risk-basedalapiidelines, the Capital Securities are inclddab M&T’s Tier 1 (core) capital.

The proceeds from the issuances of the Capéalirities and Common Securities were used byingts to purchase junior subordinated
deferrable interest debentures (“Junior SubordihBxebentures”) of M&T as follows:

Capital Common Junior Subordinate
Trust Securities Securities Debenture:
Trust | $150 million $4.64 million $154.64 million aggregate liquidation amount of3&% Junior

Subordinated Debentures due February 1, 2

Trust Il $100 million $3.09 million $103.09 million aggregate liquidation amount of&.2 Junior
Subordinated Debentures due June 1, 2

-10-
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NOTES TO FINANCIAL STATEMENTS, CONTINUEL

4. Borrowings, continued

Capital Common Junior Subordinate
Trust Securities Securities Debenture:
Trust Il $60 million $1.856 million $61.856 million aggregate liquidation amount of3%@Junior

Subordinated Debentures due February 1, 2

Trust IV $350 million $.01 million $350.01 million aggregate liquidation amount of@®&Junior
Subordinated Debentures due January 31, 2

Trust V $150 million $4.64 million $154.64 million aggregate liquidation amount offiag rate Junior
Subordinated Debentures due January 15, 2

Trust VI $150 million $4.64 million $154.64 million aggregate liquidation amount o&fiag rate Junior
Subordinated Debentures due February 1, 2

Trust VII $16.5 million $.928 million $17.428 million aggregate liquidation amount ofZ5% Junior
Subordinated Debentures due July 31, 2!

Trust VIII $15 million $.464 million $15.464 million aggregate liquidation amount offiag rate Junior
Subordinated Debentures due January 7, z

The Junior Subordinated Debentures reprebergdle assets of each Trust and payments undéunier Subordinated Debentures are the
sole source of cash flow for each Trust. The fimgrstatement carrying values of junior subordidadebentures associated with preferred
capital securities at September 30, 2008 and Deee81h 2007 of Trust IIl, Trust V, Trust VI and Btw/ll include the unamortized portions
of purchase accounting adjustments to reflect egéthfair value as of the date of M&T’s acquisitimfithe common securities of each
respective trust. The interest rates payable oduh@r Subordinated Debentures of Trust V, Trusas Trust VIII were 3.79%, 3.65% and
6.14%, respectively, at September 30, 2008 and @&:@4%, 5.76% and 8.59%, respectively, at Decer@bep007.

Holders of the Capital Securities receive grefitial cumulative cash distributions on eactrithistion date at the stated distribution rate
unless M&T exercises its right to extend the payheéinterest on the Junior Subordinated Debentfoesp to ten semi-annual periods (in
the case of Trust I, Trust II, Trust Il and TruAt), twenty quarterly periods (in the case of Tirls Trust VI and Trust VIII) or, with respect
to Trust IV, for up to twenty quarterly periods kadut being subject to the alternative payment meisha (as described below), and for up to
forty quarterly periods, without giving rise to ament of default, in which case payment of disttitns on the respective Capital Securities
will be deferred for comparable periods. Duringeattended interest period, M&T may not pay dividendslistributions on, or repurchase,
redeem

-11-
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NOTES TO FINANCIAL STATEMENTS, CONTINUEL
4. Borrowings, continued

or acquire any shares of its capital stock. Inethent of an extended interest period exceedingtineunarterly periods for the Junior
Subordinated Debentures due January 31, 2068 eldust IV, M&T must fund the payment of accruedlampaid interest through the
alternative payment mechanism, which requires M&issue common stock, non-cumulative perpetuakpred stock or warrants to
purchase common stock until M&T has raised an amofieligible proceeds at least equal to the agapegmount of accrued and unpaid
deferred interest on the Junior Subordinated Defestdue January 31, 2068 held by Trust IV. Theagents governing the Capital
Securities, in the aggregate, provide a full, io@able and unconditional guarantee by M&T of thgnpant of distributions on, the redempt
of, and any liquidation distribution with respeatthe Capital Securities. The obligations undehgyuearantee and the Capital Securities are
subordinate and junior in right of payment to athior indebtedness of M&T.

The Capital Securities will remain outstandimgil the Junior Subordinated Debentures are teaamaturity, are redeemed prior to
maturity or are distributed in liquidation to theusts. The Capital Securities are mandatorily raddste in whole, but not in part, upon
repayment at the stated maturity dates of the d@ibordinated Debentures or the earlier redemputiadhe Junior Subordinated Debentures
in whole upon the occurrence of one or more evegit$orth in the indentures relating to the Cagtaturities, and in whole or in part at any
time after an optional redemption contemporaneowdly the optional redemption of the related JuriBabordinated Debentures in whole or
in part, subject to possible regulatory approwalcénnection with the issuance of the 8.50% Enhdiiicast Preferred Securities by Trust IV,
M&T entered into a replacement capital covenant pinavides that neither M&T nor any of its subsiééa will repay, redeem or purchase .
of the Junior Subordinated Debentures due Januar2d58 or the 8.50% Enhanced Trust Preferred 8iesuprior to January 31, 2048, with
certain limited exceptions, except to the exteat,tburing the 180 days prior to the date of teaayment, redemption or purchase, M&T and
its subsidiaries have received proceeds from tleecdajualifying securities that (i) have equitidicharacteristics that are the same as, or
more equity-like than, the applicable charactarsstif the 8.50% Enhanced Trust Preferred Secuati¢ise Junior Subordinated Debentures
due January 31, 2068, as applicable, at the timepafyment, redemption or purchase, and (ii) M&3F bhtained the prior approval of the
Federal Reserve Board, if required.

Allfirst Preferred Capital Trust (“Allfirst Gatal Trust”) has issued $100 million of Floatingt® Non-Cumulative Subordinated
Trust Enhanced Securities (“SKATES”). Allfirst CegdiTrust is a Delaware business trust that waséakr for the exclusive purposes of
(i) issuing the SKATES and common securities,{ijchasing Asset Preferred Securities issued HirgtlPreferred Asset Trust (“Allfirst
Asset Trust”) and (iii) engaging in only those athetivities necessary or incidental thereto. M&lds 100% of the common securities of
Allfirst Capital Trust. Allfirst Asset Trust is addaware business trust that was formed for theusika purposes of (i) issuing Asset Preferred
Securities and common securities, (ii) investing ghoss proceeds of the Asset Preferred Secunitjasior subordinated debentures of M&T
and other permitted investments and (iii) engaginonly those other activities necessary or incidethereto. M&T holds 100% of the
common securities of Allfirst Asset Trust and Aifi Capital Trust holds 100% of the Asset PrefeBedurities of Allfirst Asset Trust. M&T
currently has outstanding $105.3 million aggredigigdation amount Floating Rate Junior Subordidddebentures due July 15, 2029 that
are payable to Allfirst Asset Trust. The intereges payable on such debentures were 4.22% ant&63eptember 30, 2008 and
December 31, 2007, respectively.
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4. Borrowings, continued

Distributions on the SKATES are non-cumulatiVee distribution rate on the SKATES and on theakhg Rate Junior Subordinated
Debentures is a rate per annum of three-month LIBMDR 1.50% and three-month LIBOR plus 1.43%, respely, reset quarterly two
business days prior to the distribution dates ofiday 15, April 15, July 15, and October 15 in egehr. Distributions on the SKATES will
paid if, as and when Allfirst Capital Trust hasdigravailable for payment. The SKATES are subjeatamdatory redemption if the Asset
Preferred Securities of Allfirst Asset Trust ardeemed. Allfirst Asset Trust will redeem the AsBetferred Securities if the junior
subordinated debentures of M&T held by Allfirst AsJrust are redeemed. M&T may redeem such junibosdinated debentures, in whole
or in part, at any time on or after July 15, 208®ject to regulatory approval. Allfirst Asset Trusll redeem the Asset Preferred Securitie
par plus accrued and unpaid distributions fromlaisedistribution payment date. M&T has guaranteeda subordinated basis, the payme
full of all distributions and other payments on BISATES and on the Asset Preferred Securitiesacettient that Allfirst Capital Trust and
Allfirst Asset Trust, respectively, have funds lbgavailable. Under the Federal Reserve Boardisen risk-based capital guidelines, the
SKATES are includable in M&T’s Tier 1 Capital.

Including the unamortized portions of purchaseounting adjustments to reflect estimated falue at the acquisition dates of the com
securities of Trust Ill, Trust V, Trust VI, Trustiand Allfirst Asset Trust, the junior subordindtdebentures associated with preferred ce
securities had financial statement carrying vahse®llows:

September 3l December 3:
2008 2007
(in thousands
Trust | $ 154,64 154,641
Trust Il 103,09: 103,09:
Trust Il 67,81¢ 68,05¢
Trust IV 350,01( —
Trust V 144,61: 144,20:
Trust VI 142,48 141,98t
Trust VII 16,92: 16,90:
Trust VIII 15,46« 15,46¢
Allfirst Asset Trust 102,06 101,95:
$1,097,10 746,29

5. Segment information

Reportable segments have been determined basedhg@ompany’s internal profitability reporting s, which is organized by strategic
business unit. Certain strategic business unite baen combined for segment information reportingppses where the nature of the prod
and services, the type of
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5. Segment information, continued

customer and the distribution of those productssamdices are similar. The reportable segment8asess Banking, Commercial Banking,
Commercial Real Estate, Discretionary Portfoliosi@ential Mortgage Banking and Retail Banking.

The financial information of the Company’s sents was compiled utilizing the accounting poBaikescribed in note 21 to the Company’
consolidated financial statements as of and foytsr ended December 31, 2007. The managementraowppolicies and processes utilized
in compiling segment financial information are Highubjective and, unlike financial accounting, aot based on authoritative guidance
similar to generally accepted accounting princigf€AAP”). As a result, the financial informatiorf the reported segments is not necessarily
comparable with similar information reported byetfinancial institutions. As also described inen@f. to the Company’s 2007 consolidated
financial statements, neither goodwill nor coreaspand other intangible assets (and the amoidizaharges associated with such assets)
resulting from acquisitions of financial instituti® have been allocated to the Company’s reportggments, but are included in the “All
Other” category. The Company has, however, assignel intangible assets to business units for mapof testing for impairment.

Information about the Company’s segmentsésg@nted in the following table:

Business Bankin
Commercial Banking
Commercial Real Esta
Discretionary Portfolic
Residential Mortgage Bankir
Retail Bankinc

All Other

Total

Three months ended Septembel

2008 2007
Inter- Net Inter- Net
Total segmen income Total segmen income
revenues(a revenue: (loss) revenues(a)(l revenues (loss)(b)
(in thousands
$ 93,57¢ 2 29,55¢ 93,82¢ — 34,95:¢
152,42¢ 94 59,89¢ 134,42¢ 90 52,56
85,62¢ 14E 35,86 75,94¢ 20E 38,62«
(107,75¢) (2,616 (78,407 34,10« (3,079 21,05t
55,89¢ 8,24z (17,807 62,24¢ 12,32 6,431
287,60¢ 3,13¢ 58,33¢ 301,79¢ 2,99¢ 81,01¢
34,58( (9,009 3,72¢ 18,23 (12,536 (35,45)
$ 601,95¢ — 91,18¢ 720,58 — 199,18
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5. Segment information, continued

Nine months ended September

2008 2007
Inter- Net Inter- Net
Total segmen income Total segmen income
revenues(a revenue: (loss) revenues(a)(t revenue: (loss)(b)
(in thousands

Business Bankin $ 280,81 5 91,88¢ 274,93 — 101,20¢!
Commercial Banking 468,57 344 180,22 409,97 31C 161,11
Commercial Real Esta 260,17t 55€ 121,32. 225,07¢ 58C 111,92¢
Discretionary Portfolic (35,489 (11,119 (57,10) 96,88t (8,627 60,71"
Residential Mortgage Bankir 187,33! 34,52¢ (23,167) 173,09: 35,77: 14,317
Retail Banking 882,65 9,45¢ 196,73: 890,86 9,45 241,90
All Other 107,21: (33,779 (56,259 81,70: (37,49)) (101,85()
Total $2,151,28. — 453,64¢ 2,152,52i — 589,32¢

Average total asse
Nine months ende Year ende(
September 3 December 3
2008 2007(b) 2007(b)
(in millions)

Business Bankin $ 4,431 4,15¢€ 4,17¢
Commercial Banking 14,84 12,84« 12,98¢
Commercial Real Esta 11,29¢ 9,33¢ 9,55(
Discretionary Portfolic 14,46« 12,47¢ 12,95:
Residential Mortgage Bankir 2,692 2,95 2,87¢
Retail Banking 11,397 10,17¢ 10,36(
All Other 6,07: 5,58¢ 5,64(
Total $65,19¢ 57,53 58,54t

(a) Total revenues are comprised of net inténesime and other income. Net interest income iglitfierence between taxable-equivalent
interest earned on assets and interest paid dfitiebowed by a segment and a funding charged{grbased on the Company’s internal
funds transfer methodology. Segments are chargedtao fund any assets (e.g. loans) and are plaidding credi
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5. Segment information, continued

(b)

for any funds provided (e.g. deposits). Thakde-equivalent adjustment aggregated $5,260,00055112,000 for the three-month
periods ended September 30, 2008 and 2007, resplgctind $16,894,000 and $15,207,000 for the mioeth periods ended
September 30, 2008 and 2007, respectively, anlihithated in “All Other” total revenues. Intersegmeevenues are included in total
revenues of the reportable segments. The elimimatiantersegment revenues is included in the datetion of “All Other” total
revenues

Effective January 1, 2008, the Company chdritgeinternal profitability reporting to move a We¥ ork City-based lending unit from tt
Commercial Banking segment to the Commercial Re&te segment. Accordingly, financial informatiaesented herein for periods
prior to January 1, 2008 has been reclassifiedtdorm to current year presentation. As a resolglrevenues and net income

decreased in the Commercial Banking segment amdaeed in the Commercial Real Estate segmentéahtiee-month period ended
September 30, 2007 by $7 million and $4 milliorspectively, and for the nine-month period ended&aper 30, 2007 by $19 million
and $10 million, respectively, as compared with anis previously reported. The lending unit had agertotal assets of $599 million

during the nine-months ended September 30, 200%@@d million during the year ended December 3072@ccordingly, average
total assets presented for those periods diffen fmounts previously reporte

6. Commitments and contingencies

In the normal course of business, various commitsand contingent liabilities are outstanding. Tdilowing table presents the Company’s

significant commitments. Certain of these committaeme not included in the Company’s consolidatdrxe sheet.

September 3( December 31
2008 2007
(in thousands

Commitments to extend cre(

Home equity lines of cred $6,050,68. 5,937,90:

Commercial real estate loans to be ¢ 79,107 96,99t

Other commercial real estate and construc 2,530,29! 2,869,96:

Residential real estate loans to be ¢ 656,88:- 492,37"

Other residential real este 255,25 425,57¢

Commercial and othe 6,482,74! 7,346,79!
Standby letters of crec 3,982,53 3,691,97:
Commercial letters of crec 64,92¢ 34,10¢
Financial guarantees and indemnification contr 1,495,76 1,318,73:
Commitments to sell real estate lo: 886,38 946,45’
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6. Commitments and contingencies, continued

Commitments to extend credit are agreemenentbto customers, generally having fixed expiratiates or other termination clauses that
may require payment of a fee. Standby and commidetiars of credit are conditional commitmentsiss to guarantee the performance of a
customer to a third party. Standby letters of drgdnerally are contingent upon the failure of¢hstomer to perform according to the terms
of the underlying contract with the third party,avbas commercial letters of credit are issueddiitite commerce and typically result in the
commitment being funded when the underlying tratisads consummated between the customer and plairgy. The credit risk associated
with commitments to extend credit and standby androercial letters of credit is essentially the sam¢hat involved with extending loans to
customers and is subject to normal credit polidzdlateral may be obtained based on managemesg&sament of the customer’s
creditworthiness.

Financial guarantees and indemnification ami are oftentimes similar to standby lettersreélit and include mandatory purchase
agreements issued to ensure that customer obligati@ fulfilled, recourse obligations associat@&t wold loans, and other guarantees of
customer performance or compliance with designatkxs and regulations. Included in financial guégas and indemnification contracts are
loan principal amounts sold with recourse in confion with the Company’s involvement in the Fedédational Mortgage Association
Delegated Underwriting and Servicing program. TloenPany’s maximum credit risk for recourse assodiatih loans sold under this
program totaled $1.1 billion and $1.0 billion ap&amber 30, 2008 and December 31, 2007, respectivel

Since many loan commitments, standby lettecsemlit, and guarantees and indemnification catsraxpire without being funded in wh
or in part, the contract amounts are not necegdadicative of future cash flows.

The Company utilizes commitments to sell essthite loans to hedge exposure to changes inithafae of real estate loans held for sale.
Such commitments are considered derivatives inrdaoee with Statement of Financial Accounting Stadd (“SFAS”) No. 133,
“Accounting for Derivative Instruments and Hedgifsgtivities,” as amended, and along with commitmeatsriginate real estate loans to be
held for sale are generally recorded in the codatdid balance sheet at estimated fair market vélioid. January 1, 2008, in estimating that
fair value for commitments to originate loans fales value ascribable to cash flows to be realizembnnection with loan servicing activities
was not included. Value ascribable to that portibnash flows was recognized at the time the ugdeyimortgage loans were sold. Effective
January 1, 2008, the Company adopted the provisib8saff Accounting Bulletin (“SAB”) No. 109 issdeby the Securities and Exchange
Commission (“SEC"), which reversed previous coniclos expressed by the SEC staff regarding writbam commitments that are accounted
for at fair value through earnings. Specificallye tSEC staff now believes that the expected netdutash flows related to the associated
servicing of the loan should be included in the Yailue measurement of the derivative loan commitme accordance with SAB No. 105,
“Application of Accounting Principles to Loan Commients,” the Company had not included such amautite value of loan commitments
accounted for as derivatives at December 31, 2882 result of the Company’s adoption of requirednges in accounting pronouncements
on January 1, 2008, there was an acceleratioreafeitognition of mortgage banking revenues of apprately $7 million during the first
quarter of 2008. If not for the changes in accagnhpronouncements, those revenues would have beegnized later in 2008 when the
underlying loans were sold.
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6. Commitments and contingencies, continued

The Company has an agreement with the BalérRavens of the National Football League wherebyGbmpany obtained the naming
rights to a football stadium in Baltimore, Marylardhder the agreement, the Company is obligatgéyo$5 million per year through 2013
and $6 million per year from 2014 through 2017.

The Company also has commitments under lomg-tgerating leases.

The Company reinsures credit life and accidedt health insurance purchased by consumer lagtoroers. The Company also enters into
reinsurance contracts with third party insuranamganies who insure against the risk of a mortgagetwer's payment default in connection
with certain mortgage loans originated by the Comyp&Vhen providing reinsurance coverage, the Compaceives a premium in exchange
for accepting a portion of the insurer’s risk ofdo The outstanding loan principal balances reatsby the Company were approximately
$107 million at September 30, 2008. Assets of slitases providing reinsurance that are availablsatisfy claims totaled approximately
$62 million at September 30, 2008. The amountschab®ve are not necessarily indicative of losseshwmay ultimately be incurred. Such
losses are expected to be substantially less becaost loans are repaid by borrowers in accordastbethe original loan terms. The amount
of the Company’s recorded liability for reporteéhsrance losses as well as estimated losses @tchut not yet reported was not significant
at either September 30, 2008 or December 31, 2007.

In October 2007, Visa completed a reorgarorsith contemplation of its initial public offeringlPQO”) expected to occur in 2008. As part
of that reorganization, M&T Bank, M&T’s principabbking subsidiary, and other member banks of \&saived shares of Class B common
stock of Visa. Those banks are also obligated undeous agreements with Visa to share in lossasing from certain litigation involving
Visa (“Covered Litigation”). As of December 31, 20@lthough Visa was expected to set aside a poofithe proceeds from its IPO in an
escrow account to fund any judgments or settlentbatsmay arise out of the Covered Litigation, guide from the SEC indicated that Visa
member banks should record a liability for the faitue of the contingent obligation to Visa. Théreation of the Company’s proportionate
share of any potential losses related to the Calvieitegation was extremely difficult and involvedgaeat deal of judgment. Nevertheless, in
the fourth quarter of 2007 the Company recorderkdgx charge of $23 million ($14 million after taxXestt) related to the Covered Litigatit
In accordance with GAAP and consistent with the $fE@ance, the Company did not recognize any vialugs common stock ownership
interest in Visa as of December 31, 2007. Durirgyfitst quarter of 2008, Visa completed its IPO ,aaslpart of the transaction, funded an
escrow account for $3 billion from the proceedshefIPO to cover potential settlements arisingafibe Covered Litigation. As a result,
during the first three months of 2008, the Compaawersed approximately $15 million of the $23 roifliaccrued during the fourth quarter of
2007 for the Covered Litigation. The initial acdrira2007 and the partial reversal in 2008 werduded in “other costs of operations” in the
consolidated statement of income. In addition, MBank was allocated 1,967,028 Class B common slediréisa. Of those shares, 760,455
were mandatorily redeemed in March 2008 resulting pre-tax gain of $33 million ($20 million aftex) which has been included in “gain
on bank investment securities” in the consolidatadement of income. During October 2008, Visa anced that it had settled an additional
portion of the Covered Litigation and that it wodildther fund the escrow account in the fourth tgpranf 2008 to provide for that settlement.
As noted above, the Company had previously recoadederve for the estimated fair value of itsgddion to indemnify Visa for the Cover
Litigation. Management believes that the termshef®ctober 2008 settlement and the expected furafitite
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6. Commitments and contingencies, continued
escrow account do not result in a material impathé Company’s consolidated financial positiomesults of operations.

M&T and its subsidiaries are subject in thenmal course of business to various pending anditened legal proceedings in which claims
for monetary damages are asserted. Managememtcaftsultation with legal counsel, does not anéitéthat the aggregate ultimate liability
arising out of litigation pending against M&T os isubsidiaries will be material to the Company’ssmidated financial position, but at the
present time is not in a position to determine Whesuch litigation will have a material adversieefon the Company’s consolidated results
of operations in any future reporting period.

7. Pension plans and other postretirement benefits

The Company provides defined benefit pension ahdrqiostretirement benefits (including health @are life insurance benefits) to qualifi
retired employees. Net periodic benefit cost cdadisf the following:

Other
Pensior postretiremen
benefits benefits
Three months ended Septembel
2008 2007 2008 2007
(in thousands
Service cos $ 4,852 5,06( 14C 14¢€
Interest cost on projected benefit obligat 10,63¢ 9,674 1,00¢ 98C
Expected return on plan ass (11,527 (120,05) — —
Amortization of prior service co: (1,640 (1,629 69 35
Amortization of net actuarial lo¢ 98€ 1,53¢ 10 71
Net periodic benefit cos $ 3,311 4,59( 1,22 1,23¢
Other
Pensior postretiremen
benefits benefits
Nine months ended September
2008 2007 2008 2007
(in thousands

Service cos $ 14,557 16,07 41¢ 44¢
Interest cost on projected benefit obligat 31,90¢ 28,42« 3,02t 2,83(
Expected return on plan ass (34,570 (30,109 — —
Amortization of prior service co: (4,919 (4,929 207 13t
Amortization of net actuarial lo¢ 2,951 4,47¢ 31 28¢
Net periodic benefit cos $ 9,93 13,94¢ 3,68: 3,702

Expense incurred in connection with the Conyfmdefined contribution pension and retirementisgs plans totaled $7,758,000 and
$6,993,000 for the three months ended Septembe0®®@ and 2007, respectively, and $26,075,000 28¢#%0,000 for the nine months
ended September 30, 2008 and 2007, respectivetyCbimpany is not required to make any minimum doutiions to the qualified defined
benefit pension plan in 2008, however, the Compegted to contribute $15 million to that plan digrihe third quarter of 2008. Subject to
the impact of actual events and circumstancesnlagtoccur during the remainder of 2008, the Compaay make an additional contribution
to the qualified defined benefit pension plan ie fburth quarter, but the amount of any such cbuatidn has not yet been determined.
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On November 30, 2007, M&T completed the acquisitibPartners Trust Financial Group, Inc. (“Partriemgst”), a bank holding company
headquartered in Utica, New York. Partners Trust marged with and into M&T on that date. ParthexssTBank, the primary banking
subsidiary of Partners Trust, was merged into M&InB on that date. Partners Trust Bank operated&@&h offices in upstate New York at
the date of acquisition. The results of operatiaecguired in the Partners Trust transaction have be#uded in the Company’s financial
results since November 30, 2007, but did not haveerial effect on the Company’s results of openatin 2007 or in the first nine months
of 2008. After application of the election, allacat and proration procedures contained in the meageeement with Partners Trust, M&T
paid $282 million in cash and issued 3,096,861eshaf M&T common stock in exchange for Partnersstshares and stock options
outstanding at the time of acquisition. The pureharice was approximately $559 million based oncigh paid to Partners Trust
shareholders, the fair value of M&T common stockr@nged, and the cash paid to holders of Partmmest Stock options. The acquisition of
Partners Trust expands M&T’s presence in upstate Xerk, making M&T Bank the deposit market sharader in the Utica-Rome and
Binghamton markets, while strengthening its leasitimn in Syracuse.

Assets acquired from Partners Trust on Nover8Be2007 totaled $3.5 billion, including $2.2libih of loans and leases (largely
residential real estate and consumer loans), ili@silassumed aggregated $3.0 billion, includin@$#llion of deposits (largely savings,
money-market and time deposits), and $277 milli@s wdded to stockholders’ equity. In connectiom e acquisition, the Company
recorded approximately $283 million of goodwill aB8l0 million of core deposit intangible. The coepdsit intangible is being amortized
over 7 years using an accelerated method.

As a condition of the approval of the Partremsst acquisition by regulators, M&T Bank was rigqd to divest three branch offices in
Binghamton, New York. The three branches were sollarch 15, 2008, including loans of $13 milliamdadeposits of $65 million. No gain
or loss was recognized on that transaction.

On December 7, 2007, M&T Bank acquired 13 bhaoffices in the MidAtlantic region from First Horizon Bank in a casartsaction. Th
offices had approximately $214 million of loans 182million of deposits and $80 million of trust aimdestment assets under management or
the transaction date.

The Company incurred merger-related experedated to systems conversions and other costgegjriming and conforming acquired
operations with and into the Company of $4 mill{2 million net of applicable income taxes) durthg first quarter of 2008. There were no
similar expenses in the third quarter of 2008,indhe first nine months of 2007.

9. Relationship with Bayview Lending Group LLC andBayview Financial Holdings, L.P.

On February 5, 2007 M&T invested $300 million taake a minority interest in Bayview Lending GroupC (“BLG"), a privately-held
commercial mortgage lender that specializes inilating, securitizing and servicing small balanommercial real estate loans. M&T
recognizes income from BLG using the equity metbbdccounting.

Bayview Financial Holdings, L.P. (togetherhwits affiliates, “Bayview Financial”), a privatelyeld specialty mortgage finance company,
is BLG’s majority investor. In addition to their monon investment in BLG, the Company and BayviewaRaial conduct other business
activities with each other. The Company has pumthdésan servicing rights for small balance comnadntiortgage
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9. Relationship with Bayview Lending Group LLC andBayview Financial Holdings, L.P., continued

loans from BLG and Bayview Financial having outsliag principal balances of $5.8 billion and $4.Bidm at September 30, 2008 and
December 31, 2007, respectively. Amounts recordezhpitalized servicing assets for such loansddt&63 million at September 30, 2008
and $57 million at December 31, 2007. In addititapitalized servicing rights at September 30, 2888 December 31, 2007 also included
$30 million and $40 million, respectively, for senng rights that were purchased from Bayview Firiahrelated to residential mortgage
loans with outstanding principal balances of $4liibh at September 30, 2008 and $4.6 billion at&maber 31, 2007. Revenues from
servicing residential and small balance commeraitgage loans purchased from BLG and Bayview Fighmvere $13 million and

$12 million for the three months ended Septembe2B808 and 2007, respectively, and $40 million $88 million for the nine months ended
September 30, 2008 and 2007, respectively. M&T Baokides $95 million of credit facilities to Bayw Financial of which $78 million
was outstanding at September 30, 2008. There wasitstanding balance at December 31, 2007. Finallgeptember 30, 2008 the Company
held $427 million and $31 million of private cokaalized mortgage obligations in its held-to-maguaind available-for-sale investment
securities portfolios, respectively, that were sitized by Bayview Financial. During the third qterof 2008, the Company transferred
certain of its holdings of private collateralizedmgage obligations that were securitized by Bayvignancial with a cost basis of

$385 million and a fair value of $298 million froibs available-for-sale investment securities pditfto its held-to-maturity investment
securities portfolio. In addition, during the thigdarter of 2008 the Company purchased $142 mibfogimilar private collateralized
mortgage obligations that were placed into its tieldhaturity investment securities portfolio. At @ember 31, 2007, the Company held
$450 million of private collateralized mortgage ightions that had been purchased from Bayview Fiedrall of which were included in the
available-for-sale investment securities portfolio.

10. Fair value measurements

Effective January 1, 2008, the Company adopted SNASL57, “Fair Value Measurements,” for fair vameasurements of certain of its
financial instruments. The provisions of SFAS NB&7 that pertain to measurement of fimancial assets and liabilities have been defelre
the Financial Accounting Standards Board (“FASBi}iL2009.

The provisions of SFAS No. 159, “The Fair \@ldption for Financial Assets and Financial Lidlg,” which permit an entity to choose
to measure eligible financial instruments and otteans at fair value, also became effective Janta®008. The Company has not made any
fair value elections under SFAS No. 159 as of Saptr 30, 2008.

The definition of fair value is clarified byF8S No. 157 to be the price that would be receiteeskll an asset or paid to transfer a liability
in an orderly transaction between market partidipahthe measurement date. SFAS No. 157 establésti@ee-level hierarchy for fair value
measurements based upon the inputs to the valuattiem asset or liability.

. Level 1— Valuation is based on quoted prices in active ntari@ identical assets and liabilitie

. Level 2 — Valuation is determined from quotedps for similar assets or liabilities in active k&ts, quoted prices for identical or
similar instruments in markets that are not activby model-based techniques in which all signifidaputs are observable in the
market.
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. Level 3 — Valuation is derived from model-basedhniques in which at least one significant inguinobservable and based on the
Compan’s own estimates about the assumptions that maaketipants would use to value the asset or ligbi

When available, the Company attempts to ust¢egiumarket prices in active markets to determairevialue and classifies such items as
Level 1 or Level 2. If quoted market prices in aetmarkets are not available, fair value is oftetedmnined using model-based techniques
incorporating various assumptions including interates, prepayment speeds and credit losses.sAmsétliabilities valued using model-
based techniques are classified as either Level2wel 3, depending on the lowest level classiftmaof an input that is considered
significant to the overall valuation. The followiigya description of the valuation methodologiesdur the Company’s assets and liabilities
that are measured on a recurring basis at estinfaitechlue.

Trading account assets and liabilities

Trading account assets and liabilities consist arily of interest rate swap agreements and foreigihange contracts with customers who
require such services with offsetting trading poss with third parties to minimize the Companyiskrwith respect to such transactions. The
Company generally determines the fair value ofi@svative trading account assets and liabilitisieg externally developed pricing models
based on market observable inputs and therefossifits such valuations as Level 2. Prices foradeforeign exchange contracts are more
observable and therefore have been classified as fle Mutual funds held in connection with deferempensation arrangements have also
been classified as Level 1 valuations. Valuatidnswestments in municipal and other bonds can galyebe obtained through reference to
guoted prices in less active markets for the sanséndlar securities or through model-based techesgin which all significant inputs are
observable and, therefore, such valuations have tlassified as Level 2.

I nvestment securities available for sale

The majority of the Company’s available-feale investment securities have been valued byerate to prices for similar securities or thro
model-based techniques in which all significanuitspare observable and, therefore, such valuatians been classified as Level 2. Certain
investments in mutual funds and equity securitiesagtively traded and therefore have been class#s Level 1 valuations. Due to the se
disruption in the credit markets during the thitcagter of 2008, trading activity in privately issumortgage-backed securities was very
limited. The markets for such securities were galhecharacterized by a sharp reduction to totasadon of non-agency mortgage-backed
securities issuances, a significant reductionaditrg volumes and extremely wide bid-ask spredtdrigen by the lack of market
participants. Although estimated prices were gdhlyeobtained for such securities, the Company wasiicantly restricted in the level of
market observable assumptions used in the valuafids privately issued mortgage-backed securjii@sfolio. Because of the inactivity in
the markets and the lack of observable valuatipotsy the Company transferred $2.2 billion of iivately issued mortgagleacked securitie
portfolio from Level 2 to Level 3 valuations duritige quarter ended September 30, 2008. Offsettisgransfer-in to Level 3, were certain
privately issued mortgage-backed securities sepedithy Bayview Financial with a fair value of $28#lion that were transferred from the
Company’s available-for-sale portfolio to its hetdmaturity portfolio during the quarter ended Seplber 30, 2008, and thus are no longer
measured at fair value. In addition to obtainintinested prices from independent parties, the Compdso performed internal modeling to
estimate the fair value of privately issued mortgshgcked securities transferred from Level 2 todl@waluations during the quarter ended
September 30, 2008 using a
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methodology similar to that described in FASB SRdkition FAS 157-3, “Determining the Fair ValueaoFinancial Asset When the Market
for That Asset Is Not Active.” The Company’s intalmodeling techniques included discounting estimdtond-specific cash flows using
assumptions of loan level cash flows, includingneates about the timing and amount of credit lossesprepayments. In valuing investment
securities at September 30, 2008, the Company deresl the results of its modeling and the valuesiged by the independent parties, but
relied predominantly on the latter. Privately issmeortgage-backed securities constituted $2.8hiltif the $2.9 billion of available for sale
investment securities classified as Level 3 vatuetias of September 30, 2008.

Real estate loans held for sale

The Company utilizes commitments to sell real ed@dns to hedge the exposure to changes in fiie vd real estate loans held for sale.
carrying value of hedged real estate loans helddte includes changes in estimated fair valuendiuthie hedge period, typically from the d

of close through the sale date. Most of the Comjsamal estate loans held for sale have generalnthedged since the origination date. The
fair value of hedged real estate loans held far Eatjenerally calculated by reference to quotémkprin secondary markets for commitments
to sell real estate loans with similar charact®Essand, as such, have been classified as a LexadlLation.

Commitmentsto originate real estate loans for sale and commitmentsto sell real estate loans

The Company enters into various commitments toreig real estate loans for sale and commitmergsltoeal estate loans. Such
commitments are considered to be derivative firgnostruments and, therefore, are carried at @séichfair value on the consolidated
balance sheet. The estimated fair values of sueimitments were generally calculated by referenagutated prices in secondary markets for
commitments to sell real estate loans to certaiegonentsponsored entities and other parties. The fairatednos of commitments to sell re
estate loans generally result in a Level 2 classifon. The estimated fair value of commitmentsriginate real estate loans for sale are
oftentimes adjusted to reflect the Company’s apéitad commitment expirations. Estimated commitnegpirations are considered a
significant unobservable input, which results ibexel 3 classification. Additionally, during thedt quarter of 2008 the Company adopted the
provisions of SAB No. 109 for written loan commitme issued or modified after January 1, 2008. SAB 109 reversed previous
conclusions expressed by the SEC staff regardiittewidoan commitments that are accounted foriattlue through earnings. Specifically,
the SEC staff now believes that the expected riatdiwcash flows related to the associated serviairige loan should be included in the fair
value measurement of the derivative loan commitmardaccordance with SAB No. 105, the Company hatdntluded such amount in the
value of commitments to originate real estate Idansale at December 31, 2007. The estimated \adugbed to the expected net future
servicing cash flows is also considered a signifiemobservable input contributing to the Level&ssification of commitments to originate
real estate loans for sale.

I nterest rate swap agreements used for interest rate risk management

The Company utilizes interest rate swap agreensnpart of the management of interest rate riskaddify the repricing characteristics of
certain portions of its portfolios of earning assand interesbearing liabilities. The Company generally detemsithe fair value of its intert
rate swap agreements using externally developethgrimodels based on market observable inputsterdfore classifies such valuations as
Level 2.
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A summary of assets and liabilities at Septend®, 2008 measured at estimated fair value ecw@ning basis were as follows:

Fair value
Measurements
September 3(
2008 Level 1 Level 2 Level 3
(in thousands

Trading account asse $ 370,42 50,35¢ 320,06: —
Investment securities available for s 7,348,42: 271,72¢ 4,190,12! 2,886,57.
Real estate loans held for s 509,55 — 509,55 —
Other assets (i 34,47¢ — 31,12¢ 3,35:
Total asset $ 8,262,87I 322,08 5,050,86! 2,889,922
Trading account liabilitie $ 157,61 10,66¢ 146,95( —
Other liabilities (al 30,04% — 24,98( 5,067
Total liabilities $ 187,66¢ 10,66¢ 171,93( 5,06

(@) Comprised predominantly of interest rate saggeements used for interest rate risk managefbeml 2), commitments to sell real
estate loans (Level 2) and commitments to originedé estate loans to be held for sale (Leve

The changes in Level 3 assets and liabiliieasured at estimated fair value on a recurring lasing the three-month and nine-month
periods ended September 30, 2008 were as follows:

Investmen
securities Other asse
available and othe
for sale liabilities
(in thousands
Balance— July 1, 200¢ $1,007,31- 4,11¢
Total realized/unrealized gains (losst
Included in earning — 1,214a)
Included in other comprehensive inco (34,187 —
Purchases, sales, issuances and settlemen (28,157 —
Transfers in and/or out of Level 1,941,59i (7,047
Balance— September 30, 20(C $2,886,57. (1,719
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Investmen
securities Other asse
available and othe
for sale liabilities
(in thousands
Balance— January 1, 200 $1,313,82. 2,654
Total realized/unrealized gains (losst
Included in earning — 16,17¢()
Included in other comprehensive inco (123,679 —
Purchases, sales, issuances and settlemen (131,019 —
Transfers in and/or out of Level 1,827,44. (20,549
Balance— September 30, 20( $2,886,57. (1,719
Changes in unrealized gains (losses) includedrniregs for the three months ended September 3@ 200
related to assets and liabilities still recordedtanbalance sheet at September 30, : $ — (1,939(a)
Changes in unrealized gains (losses) includedrniregs for the nine months ended September 30, 20
related to assets and liabilities still recordedt@balance sheet at September 30, : $ — (1,719 (a)

(@) Reported as mortgage banking revenues in the ddased statement of income and includes the fdirevaf commitment issuances &
expirations

The Company is required, on a nonrecurringshés adjust the carrying value of certain assefsrovide valuation allowances related to
certain assets using fair value measurements or@éacce with GAAP.

Loans

Loans are generally not recorded at fair value recurring basis. Periodically, the Comparmypres nonrecurring adjustments to the
carrying value of loans based on fair value measargs for partial charge-offs of the uncollectiptations of those loans. Nonrecurring
adjustments also include certain impairment amoiantsollateral-dependent loans calculated in agaoce with SFAS No. 114, “Accounting
by Creditors for Impairment of a Loan,” when esisliihg the allowance for credit losses. Such anwarg generally based on the fair value
of the underlying collateral supporting the loanl aas a result, the carrying value of the loan feesalculated valuation amount does not
necessarily represent the fair value of the loaralRstate collateral is typically valued usingeipendent appraisals or other indications of
value based on recent comparable sales of sinritgrepties or assumptions generally observabledmtbrketplace and the related
nonrecurring fair value measurement adjustmente lgawnerally been classified as Level 2. Estimattégiovalue used for other collateral
supporting commercial loans generally are baseaissamptions not observable in the marketplacel@réfore such valuations have been
classified as Level 3. Loans subject to nonrecgrfair value measurement
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were $328 million at September 30, 2008, $205 ariliind $123 million of which were classified as ¢e® and Level 3, respectively.
Changes in fair value recognized for partial chaotie of loans and loan impairment reserves on |deetd by the Company on September
2008 were decreases of $76 million and $131 milirthe three months and nine months ended Seeteth 2008, respectively.

Capitalized servicing rights

Capitalized servicing rights are initially measueddair value in the Company’s consolidated batestieet. The Company utilizes the
amortization method to subsequently measure itgadi@ed servicing assets. In accordance with SR&S156, “Accounting for Servicing of
Financial Assets — an amendment to FASB StatemeniilBl0,”the Company must record impairment charges, omeecarring basis, whe
the carrying value of certain strata exceed thaimeated fair value. To estimate the fair valuseivicing rights, the Company considers
market prices for similar assets and the presdoevat expected future cash flows associated vhighservicing rights calculated using
assumptions that market participants would usetimating future servicing income and expense. Ssslumptions include estimates of the
cost of servicing loans, loan default rates, arr@mpate discount rate, and prepayment speedgplrposes of evaluating and measuring
impairment of capitalized servicing rights, the Quany stratifies such assets based on the predotwiskitharacteristics of the underlying
financial instruments that are expected to havertbst impact on projected prepayments, cost ofi@agrand other factors affecting future
cash flows associated with the servicing rightehSactors may include financial asset or loan typee rate and term. The amount of
impairment recognized is the amount by which theyirag value of the capitalized servicing rights fostratum exceed estimated fair value.
Impairment is recognized through a valuation alloeea The determination of fair value of capitalizedvicing rights is considered a Level 3
valuation. At September 30, 2008, $20 million gpitalized servicing rights had a carrying value &da their fair value. Changes in fair
value of capitalized servicing rights recognizedtfe three months and nine months ended Septe3b@008 were a decrease of $1 million
and an increase of $3 million, respectively.
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Item 2. Management'’s Discussion and Analysis ofRaial Condition and Results of Operations.
Overview

Net income for M&T Bank Corporatior*M&T”) in the third quarter of 2008 was $91 millioor $.82 of diluted earnings per common share,
compared with $199 million or $1.83 of diluted eags per common share in the third quarter of 2@ifing 2008’s second quarter, net
income was $160 million or $1.44 of diluted earsipgr common share. Basic earnings per common sleaiec$.83 in the recent quarter,
compared with $1.86 in the year-earlier quarter $hd5 in the second quarter of 2008. For the mnaths ended September 30, 2008, net
income was $454 million or $4.09 per diluted shammpared with $589 million or $5.34 per diluteéshduring the corresponding period of
2007. Basic earnings per share were $4.12 foritsterfine months of 2008, compared with $5.45 mghmilar nine-month period of 2007.
The after-tax impact of acquisition and integratiefated expenses (included herein as merger-tetadpenses) associated with the
November 30, 2007 acquisition of Partners Trusafamal Group, Inc.“Partners Trust”) and the December 7, 2007 acdoisiy M&T

Bank, the principal bank subsidiary of M&T, of thed-Atlantic retail banking franchise of First Hadn Bank (“First Horizon") was $2
million ($4 million pre-tax) or $.02 of basic anduded earnings per share in the first nine mowfh2008. There were no such expenses
during the two most recent quarters of 2008 orrdythe first nine months of 2007.

The annualized rate of return on average tséts for M&T and its consolidated subsidiartdge(Company”)in the third quarter of 20C
was .56%, compared with 1.37% in the year-earli@rgr and .98% in the second quarter of 2008.aRmeialized rate of return on average
common stockholders’ equity was 5.66% in the rdgerdmpleted quarter, compared with 12.78% in tliedtquarter of 2007 and 9.96% in
2008'’s second quarter. During the first nine momth®008, the annualized rates of return on avesagets and average common
stockholders’ equity were .93% and 9.37%, respelticompared with 1.37% and 12.69%, respectivalihe corresponding 2007 period.

Results recorded by the Company in the thirargr of 2008 were affected by two notable evebising the quarter, a $153 million (pre-
tax) other-than-temporary impairment charge waendsd related to preferred stock issuances of duefral National Mortgage Association
(“Fannie Mae") and the Federal Home Loan MortgagepGration (“Freddie Mac”). The writdewn was taken on preferred stock with a b
of $162 million following the U.S. Government’s pment of Fannie Mae and Freddie Mac under consesiap on September 7, 2008. As
a result, at September 30, 2008 the remaining $bmfair value of the securities was reflectedtie Company’s available-for-sale
investment securities portfolio. As a result of tlmpairment charge and the recognition of availabt®me tax benefits, M&T’s reported net
income in the recent quarter was reduced by $9lfomilor $.88 of diluted earnings per share. Alsoing the recent quarter, the Company
resolved certain tax issues related to its aotigith various jurisdictions during the years 19992 As a result, the Company subsequently
paid $40 million, but was able to reduce previowstgrued income tax expense in 2008’s third quéante$40 million, thereby adding $.36 to
diluted earnings per share.

The Emergency Economic Stabilization Act 002F“EESA”) was signed into law on October 3, 2@0®I authorizes the U.S. Treasury
Department (“Treasury”) to provide funds to be usedestore liquidity and stability to the U.S.dimcial system. Under the authority of
EESA, Treasury has instituted a voluntary capitatpase program to encourage U.S. financial irigiitg to build capital to increase the fl
of financing to U.S. businesses and consumers@adpgport the U.S. economy. Under the program,shmyawill purchase up to $250 billion
of senior preferred shares which will pay cumulatilividends at a rate of 5% per year for five yeard
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thereafter at a rate of 9% per year. The senideped securities may not be redeemed for threesy@aept with the proceeds of a
“qualifying equity offering.” After three years,dtsecurities may be redeemed, in whole or in pagar value plus accrued and unpaid
dividends. The senior preferred securities arevatmg and they qualify as Tier 1 capital for regoky reporting purposes. Treasury will also
receive warrants to purchase the common stockeopdhticipating financial institutions having a tietrprice of 15% of the amount of senior
preferred securities on the date of investment asitkexercise price equal to the market price op#iréicipating institution’s common stock at
the time of issuance, calculated on a 20-tradingtdaling average. The warrants have a term ofyiars and are immediately exercisable, in
whole or in part. For a period of three years,abmsent of the Treasury will be required for papating institutions to increase their common
stock dividend or repurchase their common stodkerothan in connection with benefit plans consistath past practice. Participation in the
capital purchase program also includes certaimicéshs on executive compensation. The minimunsstiption amount available to a
participating institution is one percent of totiskrweighted assets. The maximum subscription amiguthree percent of risikeighted asset

At September 30, 2008, M&T'’s risk-weighted asse¢senapproximately $57.6 billion. Financial instituts have until November 14, 2008 to
decide whether to apply for participation in theital purchase program.

Following a systemic risk determination pursu® the Federal Deposit Insurance Act, the Féd®eposit Insurance Corporation
(“FDIC") announced a Temporary Liquidity Guarantm®gram (“TLGP”), which temporarily guarantees sie@ior debt of all FDIC-insured
institutions and certain holding companies, as aeltleposits in noninterest-bearing deposit tralsseaccounts, for those institutions and
holding companies who do not elect to opt out ef ThGP by December 5, 2008. To further increaseseto funding for businesses in all
sectors of the economy, the Federal Reserve Boamrauaced a Commercial Paper Funding Facility (“CPpFogram, which provides a
broad backstop for the commercial paper marketirBdgg October 27, 2008, the CPFF began fundinglmses of commercial paper of
three-month maturity from high-quality issuers.

Supplemental Reporting of Non-GAAP Results of Operidons

As a result of business combinations and otherisitigus, the Company had intangible assets cangisif goodwill and core deposit and
other intangible assets totaling $3.4 billion atteaf September 30, 2008 and December 31, 20072idbillion at September 30, 2007.
Included in such intangible assets was goodwi&2 billion at each of September 30, 2008 and Bez 31, 2007, and $2.9 billion at
September 30, 2007. Amortization of core depodit@her intangible assets, after tax effect, tok&&0 million ($.09 per diluted share)
during each of the third quarters of 2008 and 2@@d, during the second quarter of 2008. For eatheofiine-month periods ended
September 30, 2008 and 2007, amortization of cepwsit and other intangible assets, after tax gffetaled $31 million ($.28 per diluted
share).

M&T consistently provides supplemental repugtof its results on a “net operating” or “tangibbasis, from which M&T excludes the
aftertax effect of amortization of core deposit and othéangible assets (and the related goodwill, ctmgosit intangible and other intangi
asset balances, net of applicable deferred tax atspand expenses associated with merging acqoperhtions into the Company, since s
expenses are considered by management to be “n@tiogg in nature. Although “net operating incorrees defined by M&T is not a GAAP
measure, M&T’s management believes that this in&tiom helps investors understand the effect of B@tgpn activity in reported results.
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Net operating income was $101 million in 2G08iird quarter, compared with $209 million in thear-earlier quarter. Diluted net
operating earnings per share for the recent quamdes $.91, compared with $1.92 in the third quaste2007. Net operating income and
diluted net operating earnings per share were $dillion and $1.53, respectively, in the second tgraof 2008. For the first three quarters of
2008, net operating income and diluted net opegatarnings per share were $487 million and $4&&ectively, compared with
$620 million and $5.62 in the corresponding 200ique

Net operating income expressed as an anndatie of return on average tangible assets wé&s i63he recently completed quarter,
compared with 1.51% in the third quarter of 200@ &ri10% in 2008’s second quarter. Net operatingrme expressed as an annualized return
on average tangible common equity was 13.17% imebent quarter, compared with 26.80% in the thirdrter of 2007 and 22.20% in the
second quarter of 2008. For the nine-month penmttd September 30, 2008, net operating incomegepted an annualized return on
average tangible assets and average tangible corstmckholders’ equity of 1.05% and 21.10%, respebtji compared with 1.52% and
26.74%, respectively, in the first nine months 602.

Reconciliations of GAAP amounts with corresgiog non-GAAP amounts are provided in table 2.

Taxable-equivalent Net Interest Income

Taxable-equivalent net interest income was $498aniln the third quarter of 2008, 4% higher that¥3 million in the year-earlier quarter,
but little changed from $492 million in the secandhrter of 2008. The rise from 2007’s third quaresulted from higher average earning
assets, which increased $6.6 billion, or 13%, #®.8®Billion from $51.3 billion in the third quartef 2007, partially offset by a 26 basis point
(hundredths of one percent) narrowing of the Comgjzamet interest margin, or taxable-equivalentintgrest income expressed as an
annualized percentage of average earning asset<Cadimpany’s net interest margin was 3.39% in e&theosecond and third quarters of
2008, compared with 3.65% in the third quarter@?2 Average earning assets in the second qudrBQ08 totaled $58.5 billion.

For the first nine months of 2008, taxabtpsivalent net interest income was $1.47 billign 5& from $1.40 billion in the similar period
2007. Growth in average earning assets of $7.@hjlbr 14%, was the leading factor contributinghtat improvement. Partially offsetting t
positive impact of average earning asset growthawdacline in the Company’s net interest margig&®basis points to 3.38% in 2008 from
3.66% in 2007. Earning assets obtained in the fiogwarter 2007 acquisition transactions relatdelatidners Trust and First Horizon at the
respective acquisition dates were $3.1 billion $2d4 million. Included in those amounts were loaggregating $2.4 billion, including
$259 million of commercial loans and leases, $34Bam of commercial real estate loans, $1.1 billiof residential real estate loans and
$690 million of consumer loans. Of the $1.1 billiofresidential real estate loans acquired, apprately $950 million were securitized into
Fannie Mae mortgage-backed securities in Deceni#r.2

Average loans and leases rose $4.7 billiod 166, to $48.5 billion in the recently completeddar from $43.8 billion in the third quarter
of 2007. Average commercial loan and lease balagieeg $1.6 billion, or 13%, to $13.9 billion in thecent quarter from $12.2 billion in
2007's third quarter. Commercial real estate loans &ezt&18.6 billion in the third quarter of 2008,%1 billion or 20% from $15.5 billio
in the year-earlier quarter. Average outstandisidential real estate loans declined $951 milliod&% to $5.0 billion in the recently
completed quarter from $5.9 billion in the
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third quarter of 2007, largely due to securitizaticansactions in late June and early July 2008 waggregated approximately $875 million.
In those transactions, residential real estatesl@gare securitized into Fannie Mae mortgage-baskedrities which now are held in the
Company’s available-for-sale investment securpiegfolio. The securitizations were completed tpinove the Company’s liquidity and to
enhance regulatory capital ratios. Consumer logesged $11.1 billion in the third quarter of 208853 million or 9% higher than

$10.1 billion in the year-earlier quarter.

Average outstanding loan balances declined Billion from the second to the third quarter 608, largely due to the June and July 2008
residential real estate loan securitization tratisas noted above. Relatively modest increase&oredises were experienced in the other loan
categories during the third quarter of 2008 as amexb with 2008’s second quarter. The following éadimmarizes quarterly changes in the
major components of the loan and lease portfolio.

AVERAGE LOANS AND LEASES
(net of unearned discount)

Dollars in millions

Percent increas
(decrease) fror

3rd Qtr. 3rd Qtr. 2nd Qtr.
2008 2007 2008
Commercial, financial, ett $13,88: 13% 1%
Real estat— commercial 18,557 20 —
Real estat— consume 4,96¢ (16) (18
Consume
Automobile 3,49¢ 15 4
Home equity line: 4,517 9 3
Home equity loan 1,03¢ (6) )
Other 2,021 10 4
Total consume 11,07¢ 9 (1
Total $48,477 11% (2)%

For the first three quarters of 2008, avellages and leases aggregated $48.9 hillion, up 1@t $43.5 billion in the corresponding 2007
period. Growth of 13% in commercial loans and lsa&8% in commercial real estate loans and 12%iiswmer loans were significant
contributors to that growth.

The Company’s portfolio of investment secestaveraged $9.3 billion in the recent quarter, 28%er than $7.3 billion in the yeaarlier
quarter. That growth was predominantly the resiulhe 2007 and 2008 securitization transactionsiptesly noted. In December 2007,
approximately $950 million of residential real éstbbans obtained in the Partners Trust acquisitiere securitized into Fannie Mae
mortgage-backed securities, and in June and J@8,2(pproximately $545 million and $330 millionspectively, of residential real estate
loans were also securitized into Fannie Mae modgdaarked securities. The securities created in ebttte securitizations are guaranteed by
Fannie Mae and there is no credit recourse to tregany. The Company recognized no gain or lossietransactions as all of the securities
were retained and are held in the available-foe-salestment securities portfolio. The securitizasi were completed to improve the
Company'’s liquidity position and to enhance reguiatapital ratios. Average investment securitiakbces in the third quarter of 2008 were
up 6% from $8.8 billion during the second quarte2@08 due to the June and July securitizationstf®first nine months of 2008 and 2007,
average investment securities were $9.0 billion®nd billion, respectively.

The investment securities portfolio is largeymprised of residential and commercial mortgagekbd securities and collateralized
mortgage obligations, debt securities issued byiapalities, debt and preferred equity securitesied by government-sponsored agencies
and certain
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financial institutions, and shortéerm U.S. Treasury and federal agency notes. Wherhpsing investment securities, the Company cens
its overall interest-rate risk profile as well &s tadequacy of expected returns relative to thes assumed, including credit and prepayment
risk. In managing the investment securities poidfdhe Company occasionally sells investment sgesras a result of changes in interest
rates and spreads, actual or anticipated prepagimeetit risk associated with a particular segudt as a result of restructuring its
investment securities portfolio following completiof a business combination.

During the recent quarter, the Company pureth@s$142 million AAA-rated private placement madg-backed security that had been
securitized by Bayview Financial Holdings, L.P.géther with its affiliates, “Bayview Financial”).@view Financial is a privately-held
company and is the majority investor of Bayview tiexg Group LLC (“BLG”). M&T owns 20% of BLG. Uponyrchase, the security was
placed in the Company'’s held-inaturity portfolio, as management determined thiaad the intent and ability to hold the securiiytaturity
Management subsequently reconsidered whether cettaér similar private placement mortgage-baclemisties securitized by Bayview
Financial and held in the Company’s available-falegortfolio should more appropriately be in tieédhto-maturity portfolio. Concluding
that it had the intent and ability to hold thosewséies to maturity as well, the Company transfdrprivate collateralized mortgage obligati
having a fair value of $298 million and a cost baxfi $385 million from its available-for-sale inwe®ent securities portfolio to the held-to-
maturity portfolio.

The Company regularly reviews its investmeamusities for declines in value below amortizedtdbat might be characterized as “other
than temporary.” As previously discussed, durirgtthird quarter of 2008 the Company recognizedtharethan-temporary impairment
charge of $153 million related to its holdings oéferred stock of Fannie Mae and Freddie Mac. Awethan-temporary impairment charge
of $6 million was also recognized in the secondrguabf 2008 on one collateralized mortgage obiayabacked by option adjustable rate
residential mortgages that had an amortized co®7 ahillion. Finally, during 2007’s fourth quartene Company recognized other-than-
temporary impairment charges of $127 million redatie $132 million of collateralized debt obligatorAs of September 30, 2008 and
December 31, 2007, the Company concluded thaetinaining declines associated with the rest ofrtkkestment securities portfolio were
temporary in nature. That conclusion was based amagement’s expectations about future cash flosecéated with individual investment
securities as of each respective date. A furtresudision of market values of investment secuiigi@scluded herein under the heading
“Capital.”

Other earning assets include deposits at barading account assets, federal funds sold arektatents to resell securities. Those other
earning assets in the aggregate averaged $19dm#iB15 million and $173 million for the quartersded September 30, 2008,
September 30, 2007 and June 30, 2008, respectRefiected in those balances were purchases o$timemnt securities under agreements to
resell which averaged $90 million, $236 million e&B million during the three-month periods endegt&mber 30, 2008, September 30,
2007 and June 30, 2008, respectively. Agreementsstl securities, which aggregated $90 millioSeptember 30, 2008 and matured on the
next business day, are accounted for similar tathlized loans, with changes in the market value collateral monitored by the
Company to ensure sufficient coverage. For the-mpath periods ended September 30, 2008 and 208rage balances of other earning
assets declined to $192 million from $401 milliaredo lower average balances of agreements td seseirities. The amounts of investment
securities and other earning assets held by thep@oynare influenced by such factors as demandéod, which generally yield more than
investment securities and
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other earning assets, collateral requirementsddaim deposit, borrowing or interest rate swagagrents, ongoing repayments, the levels of
deposits, and management of balance sheet sizesmiting capital ratios.

As a result of the changes described hergerage earning assets rose 13% to $58.0 billidhdrthird quarter of 2008 from $51.3 billion
in the similar quarter of 2007. Average earningtssere $58.5 billion in the second quarter of@280d totaled $58.0 billion and
$51.0 billion for the nine-month periods ended $epier 30, 2008 and 2007, respectively.

The most significant source of funding for Gempany is core deposits, which are comprisednfrierest-bearing deposits, interest-
bearing transaction accounts, nonbrokered saviagsesits and nonbrokered domestic time depositsrigid#®,000. The Company’s branch
network is its principal source of core deposithialu generally carry lower interest rates than whale funds of comparable maturities.
Certificates of deposit under $100,000 generated oationwide basis by M&T Bank, National Asso@at{(“M&T Bank, N.A.”), a wholly
owned banking subsidiary of M&T, are also includedore deposits. Average core deposits totaledéi3illion in the third quarter of 2008,
compared with $28.3 billion in the year-earlier qgarand $31.6 billion in the second quarter of@0Che Partners Trust and First Horizon
acquisition transaction in 2007’s fourth quarteded approximately $2.0 billion of core depositaejuisition. The following table provides
an analysis of quarterly changes in the comporafraserage core deposits. For the nine-month psiodled September 30, 2008 and 2007,
core deposits averaged $31.3 billion and $28.ibhillrespectively. Core deposits totaled $32.6dnilat September 30, 2008, compared with
$32.3 billion at June 30, 2008 and $30.7 billiomatember 31, 2007.

AVERAGE CORE DEPOSITS

Dollars in millions Percent increas
(decrease) fror
3rd Qtr. 3rd Qtr. 2nd Qtr.
2008 2007 2008
NOW account: $ 484 4% (5)%
Savings deposil 18,01: 22 —
Time deposits less than $100,( 5,43¢ 3 2
Noninteres-bearing deposit 7,67: 4 1
Total $31,601 12% —%

Domestic time deposits of $100,000 or mor@odés originated through the Company’s offshoanbh office, and brokered deposits
provide additional sources of funding for the CompaDomestic time deposits over $100,000, excludhrakered certificates of deposit,
averaged $2.4 billion in the third quarter of 2008mnpared with $2.5 billion and $2.2 billion in thear-earlier quarter and the second quarter
of 2008, respectively. Offshore branch depositsngrily comprised of balances of $100,000 or maxeraged $3.8 billion for the most
recent quarter and $4.3 billion for each of the#amonth periods ended September 30, 2007 andB0u2€08. Brokered time deposits
averaged $1.5 billion in the recent quarter, cormgavith $1.8 billion in the third quarter of 200@da$1.4 billion in 2008’s second quarter. In
connection with the Company’s management of intaede risk, interest rate swap agreements have &etered into under which the
Company receives a fixed rate of interest and payariable rate and that have notional amountsemas substantially similar to the amot
and terms of $70 million of brokered time depositse Company also had brokered money-market depositunts which averaged
$179 million during 2008’s third quarter, compaxeith $87 million and $124 million during the corpEding quarter of 2007 and second
quarter of 2008, respectively. Offshore branch dép@nd brokered deposits have been used by &ty as alternatives to short-term
borrowings. Additional amounts of offshore bran@pdsits or brokered deposits may be solicitedéntfure depending
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on market conditions, including demand by custoraeid other investors for those deposits, and teeafdunds and/or maturities associated
with alternative funding sources at the time.

The Company also uses borrowings from bardayrities dealers, various Federal Home Loan B§i#4LBs"), and others as sources of
funding. Short-term borrowings averaged $5.4 hillio the recently completed quarter, compared §$&I2 billion in the third quarter of 2007
and $6.9 billion in the second quarter of 2008luded in short-term borrowings were unsecured f@dends borrowings, which generally
mature daily and averaged $4.4 billion in the thjudrter of 2008, $4.5 billion in the year-eartigiarter and $5.0 billion in the second quarter
of 2008. Overnight federal funds borrowings repn¢siee largest component of short-term borrowings are obtained daily from a wide
variety of banks and other financial institutioAf$so included in short-term borrowings is a $500iom structured borrowing secured by
automobile loans that were transferred to M&T ARteceivables |, LLC, a special purpose subsidialyi&T Bank. The special purpose
subsidiary, the loans and the borrowings are iredduid the consolidated financial statements ofGbmpany. Average short-term borrowings
in 2008'’s third quarter included $239 million ofrbmwings from the FHLB of New York, compared with&million and $729 million in the
third quarter of 2007 and second quarter of 208&yectively.

Long-term borrowings averaged $12.7 billiorthia recent quarter, compared with $8.7 billion &td.4 billion in the third quarter of 2007
and 2008’s second quarter, respectively. Includealerage long-term borrowings were amounts boridineam the FHLBs totaling
$7.7 billion in the recent quarter, $4.5 billionthre third quarter of 2007 and $6.5 billion in $exond quarter of 2007, and subordinated
capital notes of $1.9 hillion in the two most recquarters and $1.5 billion in the third quarte2607. M&T issued $400 million of
subordinated notes in December 2007, in part towta@ appropriate regulatory capital ratios. Jusigoordinated debentures associated with
trust preferred securities that were included ierage long-term borrowings were $1.1 billion in ttve most recent quarters and,
$714 million in the quarter ended September 30720Qiring January 2008, M&T Capital Trust IV issus60 million of Enhanced Trust
Preferred Securities bearing a fixed rate of irstieof 8.50% and maturing in 2068. The related jusihordinated debentures are included in
long-term borrowings. Information regarding trustferred securities and the related junior subatéith debentures is provided in note 4 of
Notes to Financial Statements. Also included irg-term borrowings were agreements to repurchaseiiesuwhich averaged $1.6 billion
each of the quarters ended September 30, 2008 8ket 30, 2007 and June 30, 2008.

Beginning in the second quarter of 2008 andinaing in the recent quarter, the Company haselgtsought to increase the average
maturity of its non-deposit sources of funds ancetiuice short-term borrowings. As a result, shemrtborrowings were $2.9 billion at
September 30, 2008, including $1.5 billion of ovght federal funds borrowings, compared with $61Rdm at March 31, 2008, and long-
term borrowings totaled $12.5 billion, including.$®illion of FHLB borrowings, compared with $1Million at March 31, 2008. As
previously noted, core deposits increased to $Bi#lién at September 30, 2008 from $31.7 billionvérch 31, 2008 to further supplement
Company’s funding.

Changes in the composition of the Company’eirg assets and interest-bearing liabilities aswulised herein, as well as changes in
interest rates and spreads, can impact net intieixsne. Net interest spread, or the differenceveen the taxable-equivalent yield on earning
assets and the rate paid on interest-bearingitiabjlwas 3.04% in the third quarter of 2008, canegd with 3.06% in the third quarter of 2007
and 3.02% in the second quarter of 2008. The yieldarning assets during the recent quarter was
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5.54%, down 140 basis points from 6.94% in theesponding quarter of 2007, while the rate paidnd@restbearing liabilities decreased 1
basis points to 2.50% from 3.88%. In the secondtgquaf 2008, the yield on earning assets was 5.8668tthe rate paid on interest-bearing
liabilities was 2.64%. For the first nine months2608, the net interest spread was 3.00%, dowrsis paints from the year-earlier period.
That decline was due, in part, to lower yields edran loans that were only partially offset by lowates paid on deposits and variable-rate
borrowings. The yield on earning assets and theepraid on interest-bearing liabilities were 5.808d 8.80%, respectively, for the ningenth
period ended September 30, 2008, compared wit6 &7 3.88%, respectively, in the similar 2007 quekri

Net interest-free funds consist largely of interest-bearing demand deposits and stockholdersty, partially offset by bank owned life
insurance and non-earning assets, including gobdndl core deposit and other intangible assetdviat's investment in BLG. Net interest-
free funds averaged $8.1 billion in each of theosdcand third quarters of 2008, compared with $1l®n in the third quarter of 2007. The
increase in average net interest-free funds imeébent quarter as compared with the year-earliartguwas due largely to higher average
balances of noninterest-bearing deposits and stdd&ts’ equity. During the first nine months of 30@nd 2007, average net interest-free
funds were $8.0 billion and $7.9 billion, respeetiv Goodwill and core deposit and other intangddsets averaged $3.4 billion during each
of the two most recent quarters, and $3.1 billianrdy the third quarter of 2007. The cash surrendére of bank owned life insurance
averaged $1.2 billion during each of the two mesent quarters and $1.1 billion during 2007’s tljudrter. Increases in the cash surrender
value of bank owned life insurance are not incluheititerest income, but rather are recorded ihéotrevenues from operations.”

The contribution of net interest-free fundsi& interest margin was .35% in the third quasfe2008, compared with .59% in the year-
earlier quarter and .37% in the second quarte©082For the first three quarters of 2008 and 28®¥ contribution of net interest-free funds
to net interest margin was .38% and .60%, respagtilhe decrease in the contribution to net irtengargin ascribed to net interest-free
funds in the 2008 periods as compared to the quoreing 2007 periods resulted largely from the iotjmd lower interest rates on interest-
bearing liabilities used to value such contribution

Reflecting the changes to the net interestagpand the contribution of interest-free funddescribed herein, the Company’s net interest
margin was 3.39% in the recent quarter, 26 basigptwer than 3.65% in the third quarter of 200Ut equal to the second quarter of 2008.
During the nine-month periods ended September @8 2nd 2007, the net interest margin was 3.38%388%6, respectively. Future
changes in market interest rates or spreads, dsasvehanges in the composition of the Companyrfqms of earning assets and interest-
bearing liabilities that result in reductions ireads, could adversely impact the Company’s netést income and net interest margin.

Management assesses the potential impactwkfehanges in interest rates and spreads bycirgienet interest income under several
interest rate scenarios. In managing interestrisitethe Company utilizes interest rate swap agerds to modify the repricing characteris
of certain portions of its portfolios of earningsats and interest-bearing liabilities. Perioditleatent amounts arising from these agreements
are generally reflected in either the yields earmedssets or, as appropriate, the rates paidterest-bearing liabilities. The notional amount
of interest rate swap agreements entered intmferdst rate risk management purposes was $lidnbéls of September 30, 2008, $2.4 hill
as of September 30, 2007 and $2.3 billion as oebder 31, 2007. Under the terms
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of all of the swap agreements outstanding at tbentequarter-end, and $892 million and $842 millidthe swap agreements outstanding at
September 30, 2007 and December 31, 2007, resplyctilie Company received payments based on tistamding notional amount of the
swap agreements at fixed rates and made paymevasiable rates. Those swap agreements were désibas fair value hedges of certain
fixed rate time deposits and long-term borrowirgsder the terms of the additional $1.5 billion ofap agreements outstanding at
September 30 and December 31, 2007, the Compadyagided rate of interest and received a variasle. During the first quarter of 2008,
those swap agreements, which had been designatedtaflow hedges, were terminated by the Compeaswlting in the realization of a loss
of $37 million. That loss is being amortized ovee briginal hedge period as an adjustment to istengpense associated with the previously
hedged long-term borrowings.

In a fair value hedge, the fair value of tleeihtive (the interest rate swap agreement) aadgés in the fair value of the hedged item are
recorded in the Company’s consolidated balancet stigdethe corresponding gain or loss recognizedurrent earnings. The difference
between changes in the fair value of the interst swap agreements and the hedged items représelges ineffectiveness and is recorded in
“other revenues from operations” in the Companyssolidated statement of income. In a cash flonwgkednlike in a fair value hedge, the
effective portion of the derivative’s gain or Iassnitially reported as a component of other coeffgnsive income and subsequently
reclassified into earnings when the forecastedstration affects earnings. The ineffective portibthe gain or loss is reported in “other
revenues from operations” immediately. The amoohtsedge ineffectiveness recognized as a restiftese activities during the three- and
nine-month periods ended September 30, 2008 and 2@ during the quarter ended June 30, 2008 wenmaterial to the Company’s
results of operations. The estimated aggregatedhile of interest rate swap agreements desig@atéair value hedges represented gains of
approximately $5 million and $17 million at SepteanB0, 2008 and December 31, 2007, respectivetyadoss of $9 million at
September 30, 2007. The fair values of such swegeatents were substantially offset by changesdriain values of the hedged items. The
estimated fair values of the interest rate swapeamgents designated as cash flow hedges were laisapproximately $3 million and
$17 million at September 30 and December 31, 2@¥pectively. The changes in the fair values ofitkerest rate swap agreements and the
hedged items result from the effects of changineréast rates.

The weighted-average rates to be receiveamtiunder interest rate swap agreements in eifeseptember 30, 2008 were 6.25% and
4.57%, respectively. The average notional amouiitgterest rate swap agreements and the relatedteih net interest income and margin,
and weighted-average interest rates paid or red@inghose swap agreements, are presented in¢cbepanying table.
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INTEREST RATE SWAP AGREEMENTS
Dollars in thousands

Increase (decrease) |
Interest incomt
Interest expens

Net interest income/marg
Average notional amoul

Rate received*
Rate paid**

Increase (decrease) |
Interest incomt
Interest expens

Net interest income/marg
Average notional amoul

Rate received*
Rate paid**

Three months ended Septembel

2008 2007
Amount Rate* Amount Rate*
$ — —% $ — —%
(5,007) (.04) 53¢
$ 5,001 .04% $ (53€) —%
$ 1,120,55! $ 1,368,92
6.31% 5.71%
4.5% 5.8%
Nine months ended September
2008 2007
Amount Rate* Amount Rate*
$ — —% $ — —%
(11,349 (.03 3,18: .01
$ 11,34 .02% $  (3,18) (.01)%
$ 1,323,33 $ 1,083,56!
6.0%% 5.8(%
4.94% 6.1%

* Computed as an annualized percentage of average earning assets or interest-bearing liabilities.

**  Weighted-average rate paid or received on interest rate swap agreementsin effect during the period.

As a financial intermediary, the Company ip@sed to various risks, including liquidity and ketrrisk. Liquidity refers to the Company’s
ability to ensure that sufficient cash flow andliidjassets are available to satisfy current angdudbligations, including demands for loans
and deposit withdrawals, funding operating costs, aher corporate purposes. Liquidity risk arisenever the maturities of financial
instruments included in assets and liabilitiesatifM&T’s banking subsidiaries have access to @t funding sources through borrowings
from the Federal Home Loan Bank of New York, linésredit with the Federal Reserve Bank of New Yankd other available borrowing
facilities. The Company has, from time to timepisd subordinated capital notes to provide liquidityl enhance regulatory capital ratios.
Such notes qualify for inclusion in the Companygtat capital as defined by federal regulators.

The Company has informal and sometimes recghsources of funding available through variouargements for unsecured short-term
borrowings from a wide group of banks and otheariicial institutions. Short-term federal funds bairys aggregated $1.5 billion,
$4.1 billion and $4.2 billion at September 30, 2088ptember 30, 2007 and December 31, 2007, résglgctn general, these borrowings
were unsecured and matured on the following busideg. As already noted, offshore branch deposdsbaokered certificates of deposit
have been used by the Company as alternative®ttteinm borrowings. Offshore branch deposits glsoerally mature on the next business
day and totaled $5.8 billion at September 30, 2863 billion at September 30, 2007 and $5.9 bilkd December 31, 2007. Outstanding
brokered time deposits at September 30, 2008, Béyete30, 2007 and December 31, 2007 were $1.dmjl$1.6 billion and
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$1.8 billion, respectively. At September 30, 200®, weighted-average remaining term to maturitguath deposits was 8 months. Certain of
these brokered time deposits have provisions tfat éor early redemption.

The Company'’s ability to obtain funding frohese or other sources could be negatively impatiedld the Company experience a
substantial deterioration in its financial conditior its debt ratings, or should the availabilifyshort-term funding become restricted due to a
disruption in the financial markets. The Comparigrapts to quantify such credit-event risk by maagkcenarios that estimate the liquidity
impact resulting from a shotérm ratings downgrade over various grading lev@leh impact is estimated by attempting to meathaeffec!
on available unsecured lines of credit, availablgacity from secured borrowing sources and sezabike assets. In addition to deposits and
borrowings, other sources of liquidity include nréttas of investment securities and other earnisggets, repayments of loans and investment
securities, and cash generated from operationh, asifees collected for services.

Certain customers of the Company obtain fifranthrough the issuance of variable rate demamdi$¢VRDBs"). The VRDBs are
generally enhanced by direct-pay letters of crpditided by M&T Bank. M&T Bank oftentimes acts &smarketing agent for the VRDBs
and, at its discretion, may from time-to-time ovemre of the VRDBs while such instruments are remarkéNhen this occurs, the VRDBs
are classified as trading assets in the Compamyisatidated balance sheet. Nevertheless, M&T Bamlot contractually obligated to
purchase the VRDBs. The value of VRDBs in the Camyfsatrading account totaled $136 million and $2iflion at September 30, 2008 and
2007, respectively, and $63 million at December28)7. The total amount of VRDBs outstanding badkeM&T Bank letters of credit was
approximately $1.9 billion at September 30, 200B6dillion at September 30, 2007 and $1.7 bilkdecember 31, 2007. M&T Bank also
serves as remarketing agent for most of those bonds

The Company enters into contractual obligatiionthe normal course of business which requiteréucash payments. Such obligations
include, among others, payments related to depdsitsowings, leases and other contractual comnmits@ff-balance sheet commitments to
customers may impact liquidity, including commitrteeto extend credit, standby letters of credit, smrrial letters of credit, financial
guarantees and indemnification contracts, and comemits to sell real estate loans. Because marhesétcommitments or contracts expire
without being funded in whole or in part, the caestramounts are not necessarily indicative of uttash flows. Further information relating
to these commitments is provided in note 6 of NtteSinancial Statements.

M&T’s primary source of funds to pay for opéing expenses, shareholder dividends and treasoeci sepurchases has historically been
the receipt of dividends from its banking subsiisywhich are subject to various regulatory litnitas. Dividends from any banking
subsidiary to M&T are limited by the amount of dags of the banking subsidiary in the current yasad the two preceding years. For
purposes of that test, at September 30, 2008 ajppatedy $705 million was available for payment ofidends to M&T from banking
subsidiaries without prior regulatory approval. S&éuistoric sources of cash flow have been augmiéntie past by the issuance of trust
preferred securities, including $350 million of Emlced Trust Preferred Securities issued by M&T @hprust IV in January 2008, and the
issuance by M&T of $300 million of senior notes ghle during the second quarter of 2007. Informategarding trust preferred securities
and the related junior subordinated debenturexladed in note 4 of Notes to Financial Statemeéf&T also maintains a $30 million line «
credit with an unaffiliated commercial bank, of whithere were no borrowings outstanding at Septe8M®e?008 or at December 31, 2007.
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Management closely monitors the Company’siditqy position on an ongoing basis for compliandéhwinternal policies and believes that
available sources of liquidity are adequate to maading needs anticipated in the normal courdeusfness. Management does not anticipate
engaging in any activities, either currently othe long-term, for which adequate funding would betavailable and would therefore result in
a significant strain on liquidity at either M&T @s subsidiary banks.

Market risk is the risk of loss from adversmaeges in market prices and/or interest rateseo€thmpany’s financial instruments. The
primary market risk the Company is exposed totisrast rate risk. Interest rate risk arises froem@ompany’s core banking activities of
lending and depostiking, because assets and liabilities repricéffarent times and by different amounts as interatds change. As a res!
net interest income earned by the Company is sutgjeghe effects of changing interest rates. Them@any measures interest rate risk by
calculating the variability of net interest incoingfuture periods under various interest rate sgesaising projected balances for earning
assets, interest-bearing liabilities and derivativeed to hedge interest rate risk. Managemeniissoiphy toward interest rate risk
management is to limit the variability of net irget income. The balances of financial instrumeségiun the projections are based on
expected growth from forecasted business oppoitsninticipated prepayments of loans and invedtsesurities, and expected maturitie:
investment securities, loans and deposits. Managenses a “value of equity” model to supplementrttwaleling technique described above.
Those supplemental analyses are based on discozagbdlows associated with on- and bé#fltance sheet financial instruments. Such ane
are modeled to reflect changes in interest ratdgpaovide management with a long-term interest riatemetric.

The Company’s Risk Management Committee, whicludes members of senior management, monitersehsitivity of the Company’s
net interest income to changes in interest raté@s the aid of a computer model that forecastsmtetést income under different interest rate
scenarios. In modeling changing interest ratesCitrapany considers different yield curve shapesdbasider both parallel (that is,
simultaneous changes in interest rates at each @oithe yield curve) and non-parallel (that igpwing interest rates at points on the yield
curve to vary by different amounts) shifts in thelg curve. In utilizing the model, market-impliéolward interest rates over the subsequent
twelve months are generally used to determine a imdsrest rate scenario for the net interest irceimulation. That calculated base net
interest income is then compared to the incomeutatied under the varying interest rate scenaribse.model considers the impact of ongoing
lending and deposit gathering activities, as welingerrelationships in the magnitude and timinghef repricing of financial instruments,
including the effect of changing interest ratese@pected prepayments and maturities. When deenoeidipr; management has taken actions
to mitigate exposure to interest rate risk throtighuse of on- or off-balance sheet financial insints, and intends to do so in the future.
Possible actions include, but are not limited t@rgges in the pricing of loan and deposit produnts]ifying the composition of earning
assets and interest-bearing liabilities, and adthngiodifying or terminating existing interesteawap agreements or other financial
instruments used for interest rate risk managemeamnoses.

The accompanying table as of September 3@ 268 December 31, 2007 displays the estimateddngranet interest income from non-
trading financial instruments in the base scendecribed above resulting from parallel changéstarest rates across repricing categories
during the first modeling year.
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SENSITIVITY OF NET INTEREST INCOME
TO CHANGES IN INTEREST RATES
Dollars in thousands

Calculated increase (decrea
in projected net interest incor

Changes in interest rat September 30, 20( December 31, 20C
+200 basis point $ 33,55: 4,707
+100 basis point 8,06¢ (99€)
-100 basis point (11,19 (16,437
-200 basis point (30,88() (24,289

The Company utilized many assumptions to dateuthe impact that changes in interest ratesmaag on net interest income. The more
significant of those assumptions included the oéfgrepayments of mortgage-related assets, caafs fimm derivative and other financial
instruments held for non-trading purposes, loandeqbsit volumes and pricing, and deposit matgritie the scenarios presented, the
Company also assumed gradual changes in intetestdaring a twelve-month period of 100 and 200shasints as compared with the
assumed base scenario. In the event that a 1000dvasis point rate change cannot be achieve@dpbiecable rate changes are limited to
lesser amounts such that interest rates cannessbdHan zero. The assumptions used in interesseasitivity modeling are inherently
uncertain and, as a result, the Company cannoisgitg@redict the impact of changes in interestsatn net interest income. Actual results
may differ significantly from those presented doghte timing, magnitude and frequency of changesterest rates and changes in market
conditions and interest rate differentials (spr¢&@sween maturity/repricing categories, as wehliiag actions, such as those previously
described, which management may take to countér cu@nges. In light of the uncertainties and asslempassociated with the process, the
amounts presented in the table are not considéaiisant to the Company’s past or projected métiiest income.

Changes in fair value of the Company'’s finahzistruments can also result from a lack of mgdictivity for similar instruments in the
financial markets. That impact is most notabletevalues assigned to the Company’s investmentifesulnformation about the fair
valuation of such securities is presented heretfeuthe heading “Capital” and in note 10 of Note§inancial Statements.

The Company engages in trading activities é@inthe financial needs of customers, to fund theagany’s obligations under certain
deferred compensation plans and, to a limited éxterprofit from perceived market opportunitiefancial instruments utilized in trading
activities consist predominantly of interest rat@tracts, such as swap agreements, and forwartlaunds contracts related to foreign
currencies, but have also included forward andrégweontracts related to mortgage-backed secuatidsnvestments in U.S. Treasury and
other government securities, mortgage-backed s@=uand mutual funds and, as previously descrididhited number of VRDBs. The
Company generally mitigates the foreign currenay iaterest rate risk associated with trading attégiby entering into offsetting trading
positions. The amounts of gross and net tradingipos, as well as the type of trading activitiemducted by the Company, are subject to a
well-defined series of potential loss exposuretkneistablished by management and approved by MBd&d of Directors. However, as with
any non-government guaranteed financial instrunteatCompany is exposed to credit risk associai#daeunterparties to the Company’s
trading activities.

The notional amounts of interest rate consradtered into for trading purposes totaled $14lidmat September 30, 2008, compared with
$9.5 billion at September 30, 2007 and $11.7 bilkw December 31, 2007. The increase in the ndtamaunts of such contracts from
September 30, 2007 to December 31,
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2007 and September 30, 2008 was due largely teased commercial lending volumes and the desicermmercial customers to use swap
agreements to modify the characteristics of theirdwings. The notional amounts of foreign currenog other option and futures contracts
entered into for trading purposes were $820 mi)lB899 million and $801 million at September 30020September 30, 2007 and
December 31, 2007, respectively. Although the mati@mounts of these trading contracts are notdechin the consolidated balance sheet,
the fair values of all financial instruments usedtfading activities are recorded in the consaéiddbalance sheet. The fair values of all
trading account assets and liabilities were $3710amiand $158 million, respectively, at SeptemB@er 2008, $180 million and $82 million,
respectively, at September 30, 2007, and $281anilind $143 million, respectively, at DecemberZ7. Included in trading account as:
at September 30, 2008 were $40 million relatedeferled compensation plans, compared with $47anillit each of September 30 and
December 31, 2007. Changes in the fair value df sissets are recorded as trading account and fioegithange gains in the consolidated
statement of income. Included in other liabilitisghe consolidated balance sheet at Septemb&08@, were $43 million of liabilities related
to deferred compensation plans, compared with $ildmat each of September 30 and December 317 20Banges in the balances of such
liabilities due to the valuation of allocated intragnt options to which the liabilities are indexsd recorded in “other costs of operations” in
the consolidated statement of income.

Given the Company'’s policies, limits and piosis, management believes that the potential lggesaire to the Company resulting from
market risk associated with trading activities wwas material, however, as previously noted, the Gamy is exposed to credit risk associated
with counterparties to transactions associated thighCompany’s trading activities.

Provision for Credit Losses

The Company maintains an allowance for credit Io$lsat in management’s judgment is adequate talalbssses inherent in the loan and
lease portfolio. A provision for credit lossesésorded to adjust the level of the allowance asn@eenecessary by management. The
provision for credit losses in the third quarte2608 was $101 million, compared with $34 millionthe yeararlier quarter and $100 millic
in the second quarter of 2008. For the nimeath periods ended September 30, 2008 and 208 Py tivision for credit losses was $261 mill
and $91 million, respectively. The higher levelgha# provision in the 2008 periods compared with2807 periods reflect the impact of
declining real estate valuations and higher dekmgies and charge-offs related to the Companyesradtive (“Alt-A”) residential real estate
loan portfolio and to the residential real estaigder and developer loan portfolio.

Through early 2007, the Company had been tweggarticipant in the origination of Alt-A residgal real estate loans and the sale of such
loans in the secondary market. Alt-A loans origiabby the Company typically included some formimiited documentation requirements as
compared with more traditional residential reahtstoans. Unfavorable market conditions duringfits¢ quarter of 2007, including a lack of
liquidity by previously active purchasers, impacted Company’s willingness to sell Alt-A loans,asauction of such loans initiated by the
Company at that time received fewer bids than nband the pricing of those bids was substantialydr than expected. As a result,
$883 million of Alt-A loans previously held for ga(including $808 million of first mortgage loansds$75 million of second mortgage loans)
were transferred in March 2007 to the Company'dfet-investment loan portfolio. In total, Alt-A se&lential mortgage loans aggregated
$1.0 billion, $1.3 billion and $1.2 billion at Sember 30, 2008,
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September 30, 2007 and December 31, 2007, resplyctand included $44 million, $69 million and $&8llion of second mortgage loans at
those respective dates. This Alt-A portfolio okfiand second mortgage loans has experienced tdghiequencies and charge-offs than the
Company’s other first and second mortgage loans.

The Company’s portfolio of loans to builderslalevelopers of residential real estate totaled B#lion at September 30, 2008, compared
with $2.1 billion at each of September 30 and Ddwen31, 2007. This portfolio has experienced inredadelinquencies and charge-offs
during 2008, particularly related to propertieshia Mid-Atlantic region of the United States.

Net loan charge-offs were $94 million in tieeent quarter, compared with $22 million in thedtgjuarter of 2007 and $99 million in the
second quarter of 2008. Net charge-offs as an dimedgercentage of average loans and leases Wé¥ein the third quarter of 2008,
compared with .20% and .81% in the third quarte2@37 and the second quarter of 2008, respectigiycharge-offs for the nine-month
period ended September 30, 2008 totaled $239 milti2008 and $60 million in 2007, representing/6&nd .19% of average loans and
leases. A summary of net charge-offs by loan tytiews.

NET CHARGE-OFFS
BY LOAN/LEASE TYPE
In thousands

2008
Year
1st Qtr. 2nd Qtr. 3rd Otr. to-date
Commercial, financial, ett $ 4,371 20,28 8,317 32,97:
Real estate
Commercial 4,38( 39,55¢ 39,71 83,65
Residentia 15,097 12,49( 16,08: 43,66¢
Consume 21,96. 26,88¢ 30,08¢ 78,93¢
$ 45,81¢ 99,22! 94,19t 239,23
2007
Year
1st Qtr. 2nd Qtr. 3rd Qtr. to-date
Commercial, financial, ett $ 4,53: 7,39: 2,917 14,84:
Real estate
Commercial 671 1,021 28E 1,977
Residentia 1,36¢ 2,48: 4,60¢ 8,45k
Consume 10,61¢ 10,72 13,83t 35,17¢
$ 17,19 21,61¢ 21,64( 60,45(

Included in net charge-offs of commercial restiate loans were net charge-offs of loans taleasial homebuilders and developers of
$33 million and $38 million for the quarters endgebtember 30 and June 30, 2008, respectively. W no such loans charged off in the
quarter ended September 30, 2007. Approximatelyr$illibn of the $33 million of builder and develapeet charge-offs in the recent quarter
and essentially all of the $38 million of net chexgffs in the second quarter of 2008 were relate@al estate located in the Mid-Atlantic
region. The impact of declining real estate valines has contributed to higher levels of residéméial estate loan delinquencies and charge-
offs has been particularly noteworthy in the $lildom portfolio of Alt-A residential mortgage loarheld by the Company. Net charge-offs of
Alt-A first mortgage
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loans in the third quarter of 2008 were $12 millioampared with $3 million and $10 million durirfietquarters ended September 30, 2007
and June 30, 2008, respectively. Included in natgdroffs of consumer loans and leases were negetndfs during the quarters ended
September 30, 2008, September 30, 2007 and Jur20@8, respectively, of: indirect automobile loan$13 million, $7 million and

$11 million; recreational vehicle loans of $6 nufi, $2 million and $5 million; and home equity lsaand lines of credit, including Alt-A
second lien loans, of $7 million, $3 million and ®dlion. Including both first and second lien mgayes, net charge-offs of Alt-A loans
totaled $15 million for each of the quarters en8egtember 30, 2008 and June 30, 2008, compared@ithillion in the third quarter of
2007.

Nonperforming loans, consisting of nonaccara restructured loans, totaled $710 million 06%4of total loans and leases outstandir
September 30, 2008, compared with $371 milliorB8#%6 at September 30, 2007, $447 million or .93®etember 31, 2007, and
$587 million or 1.20% at June 30, 2008. Major fastoontributing to the rise in nonperforming lodrmn the third quarter of 2007 were a
$156 million increase in residential real estatmband a $100 million rise in loans to builderd davelopers of residential real estate. The
increase in nonperforming residential real estaa@$ was the result of the residential real estatidet turmoil and its impact on the portfolio
of Alt-A loans and also reflected a change in aotiog procedure in December 2007 whereby residenat#a estate loans previously
classified as nonaccrual when payments were 186 jplast due now stop accruing interest when prihoipaterest is delinquent 90 days.
The impact of the acceleration of the classifiaatidd such loans as nonaccrual resulted in an isereanonperforming loans of $72 million,
$84 million and $65 million at September 30, 20D8cember 31, 2007 and June 30, 2008, respectiViké/higher level of nonaccrual loans
to builders and developers was largely due to aetging residential real estate values. The migsiificant factors contributing to the higher
level of nonperforming loans at September 30, 2898ompared with December 31, 2007 and June 38,286 the addition of commercial
real estate loans, including loans to builders@klopers of residential real estate, and redaleetl estate loans.

Accruing loans past due 90 days or more w8ferillion or .20% of total loans and leases attS&mybper 30, 2008, compared with
$140 million or .31% a year earlier, $77 million.&6% at December 31, 2007 and $94 million or .E@%une 30, 2008. Those loans inclu
$90 million, $70 million, $73 million and $89 miflh at September 30, 2008, September 30, 2007, Dewed, 2007 and June 30, 2008,
respectively, of loans guaranteed by governmeated|entities. Such guaranteed loans included @ifiedr family residential mortgage loans
serviced by the Company that were repurchasediteceeservicing costs, including a requirement «aade principal and interest payments
that had not been received from individual mortgagbespite the loans being purchased by the Coypla@ insurance or guarantee by the
applicable government-related entity remains ilcdoiThe outstanding principal balances of the r@ased loans are fully guaranteed by
government-related entities and totaled $86 miJlR&iL million, $67 million and $78 million at Sepiber 30, 2008, September 30, 2007,
December 31, 2007 and June 30, 2008. Loans pag&ddays or more and accruing interest that weagagueed by government-related
entities also included foreign commercial and indakloans supported by the Export-Import Bankha United States that totaled $3 million
at September 30, 2008, compared with $9 millioearyearlier, $5 million at December 31, 2007 an@d $llion at June 30, 2008.

Commercial loans and leases classified aserfonning aggregated $94 million at September 8082 $114 million at September 30,
2007, $79 million at December 31, 2007, and $9(ianilat June 30, 2008. The decline in such loaomfBeptember 30, 2007 to the recent
quarter-end was largely due to a reduction of ndopming loans to automobile dealers predominantly
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due to payments received. The rise in nonperformorgmercial loans and leases at September 30 aed3ly 2008 as compared with
December 31, 2007 was largely due to the additfan$16 million relationship with a publishing coamy in 2008’s second quarter.

Nonperforming commercial real estate loanaléat $291 million at September 30, 2008, $112 arilk year earlier, $118 million at
December 31, 2007 and $227 million at June 30, 20@Buded in nonperforming commercial real estasss were loans to residential
homebuilders and developers of $180 million, $80ioni, $85 million and $161 million at September, 2008, September 30, 2007,
December 31, 2007 and June 30, 2008, respectiedlgcting the impact of the downturn in the resiii@ real estate market, including
declining real estate values. The collateral sagutiose loans is largely located in the Mid-Atlamégion.

Residential real estate loans classified apedorming totaled $242 million at September 3W& $86 million at September 30, 2007,
$181 million at December 31, 2007 and $200 miléddune 30, 2008. As already noted, the signifizearease in such loans from
September 30, 2007 reflects the turmoil presettidrresidential real estate marketplace that tsasdtesl in declining property values as well
as the effect of the change in accounting proceftureonaccrual residential real estate loanstibaame effective during the fourth quarte
2007. Included in nonperforming residential redétsloans were nonperforming Alt-A loans whichatet $130 million, $41 million,
$90 million and $106 million at September 30, 2088ptember 30, 2007, December 31, 2007 and JurB9B8, respectively. Residential r
estate loans past due 90 days or more and acdriergst totaled $86 million at September 30, 2@@8npared with $118 million a year-
earlier, and $66 million and $78 million at DecemBg&, 2007 and June 30, 2008, respectively. Suduata consist predominantly of
guaranteed loans repurchased from government-tedaukiies.

Nonperforming consumer loans and leases %82 million at September 30, 2008, compared $&8 million a year earlier, $69 millic
at December 31, 2007 and $70 million at June 3082Mhcluded in nonperforming consumer loans aadds at September 30, 2008,
September 30, 2007, December 31, 2007 and Jurg938,were indirect automobile loans of $40 milli$26 million, $30 million and
$33 million, respectively; recreational vehiclengeaof $9 million, $5 million, $11 million and $11iliron, respectively; and outstanding
balances of home equity lines of credit of $17 ionil] $11 million, $12 million and $13 million, resgtively. As a percentage of consumer
loan balances outstanding, nonperforming consuazrsl and leases were .74% and .58% at Septemb20@B®and 2007, respectively, .61%
at December 31, 2007 and .63% at June 30, 2008.

Real estate and other assets owned, largeipised of assets acquired in settlement of defdutians, totaled $85 million at
September 30, 2008, $22 million at September 307 2840 million at December 31, 2007 and $53 milkkd June 30, 2008. The increase
from September 30, 2007 and December 31, 2007teglsitbm higher residential real estate loan défsarhd additions during the recent
quarter from residential real estate developmenjepts. The rise from June 30, 2008 was attribetébthe residential real estate developr
project additions.
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A comparative summary of nonperforming asaat$certain past due loan data and credit qualttgs as of the end of the periods
indicated is presented in the accompanying table.

NONPERFORMING ASSET AND PAST DUE LOAN DAT.
Dollars in thousands

2008 Quarter. 2007 Quarter.
Third Seconc First Fourth Third

Nonaccrual loan $ 688,21 568,46( 477,43t 431,28 356,43t
Renegotiated loar 21,80« 18,90¢ 17,08¢ 15,88¢ 14,95
Total nonperforming loan 710,01¢ 587,36! 494,52( 447,16t 371,39:
Real estate and other assets ow 85,30¢ 52,60¢ 52,80t 40,17t 22,08(
Total nonperforming asse $ 795,32: 639,97: 547,32! 487,34 393,47
Accruing loans past due 90 days or mc $ 96,20¢ 93,89 81,31t 77,31¢ 140,31:
Government guaranteed loans included in totals &l

Nonperforming loan $ 30,07t 24,65¢ 22,32( 19,12¢ 15,99¢

Accruing loans past due 90 days or m 89,94¢ 89,16: 76,51! 72,70t 69,95¢
Nonperforming loans to total loans and leasesph

unearned discoul 1.46% 1.2(% 1.0(% .93% .83%
Nonperforming assets to total net loans and lease

real estate and other assets ow 1.65% 1.3(% 1.11% 1.01% .88%
Accruing loans past due 90 days or more to totaho

and leases, net of unearned discc 2% 1% A17% 1€% .31%

* Predominately residential mortgage loans.

Management regularly assesses the adequdlbyg aflowance for credit losses by performing ongavaluations of the loan and lease
portfolio, including such factors as the differiagonomic risks associated with each loan categlogyfinancial condition of specific
borrowers, the economic environment in which boemmiwoperate, the level of delinquent loans, thaevaf any collateral and, where
applicable, the existence of any guarantees ommnifecations. Management evaluated the impact ahges in interest rates and overall
economic conditions on the ability of borrowersrteet repayment obligations when quantifying the Gany’s exposure to credit losses and
assessing the adequacy of the Company’s allowamesth losses as of each reporting date. Fadswsansidered by management when
performing its assessment, in addition to generahemic conditions and the other factors descrdimle, included, but were not limited to:
(i) the impact of declining residential real estaddues in the Company’s portfolio of loans to desitial real estate builders and developers;
(i) the repayment performance associated withGbmpany’s portfolio of Alt-A residential mortgagealns; (iii) the concentration of
commercial real estate loans in the Company'’s fmatfolio, particularly the large concentrationlofins secured by properties in New York
State, in general, and in the New York City mettdpo area, in particular; (iv) the amount of commial and industrial loans to businesses in
areas of New York State outside of the New Y orly @ietropolitan area and in central Pennsylvaniathbge historically experienced less
economic growth and vitality than the vast majodfyther regions of the country; and (v) the
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size of the Company’s portfolio of loans to indiva consumers, which historically have experierttgtier net chargeffs as a percentage
loans outstanding than other loan types. The lefvdie allowance is adjusted based on the restitttanagement’s analysis.

Management cautiously and conservatively eatatlithe allowance for credit losses as of SepteBmhe2008 in light of (i) the declining
residential real estate values and emergence béhlgvels of delinquencies of residential reahtestoans; (ii) the declining pace of econo
growth in many of the markets served by the Compéiiycontinuing weakness in industrial employménupstate New York and central
Pennsylvania; (iv) the significant subjectivity alved in commercial real estate valuations for prtips located in areas with stagnant or low
growth economies; and (v) the amount of loan groswgherienced by the Company in late-2007 and thr@@§8’s third quarter. Although
the national economy experienced moderate growB®@¥ with inflation being reasonably well contalneoncerns exist in 2008 about a
deepening economic downturn in both national atetivational markets; the level and volatility okegy prices; a weakened housing mar
the troubled state of financial and credit markEtsjeral Reserve positioning of monetary policying private sector layoffs and
unemployment, which could cause consumer spendistptv; the underlying impact on businesses’ opanatand abilities to repay loans
should consumer spending slow; continued stagnamilption growth in the upstate New York and cdriRennsylvania regions; and
continued slowing of domestic automobile sales.

Factors that influence the Company’s credislexperience include overall economic conditidfexcing businesses and consumers
generally, such as those described above, butedsential and commercial real estate valuationgarticular, given the size of the real
estate loan portfolios. Although concerns existutltioe factors and conditions described hereimutin September 30, 2008 the increases in
nonperforming loans and net charge-offs have lgrgeén centered in the Company’s portfolios ofdesiial real estate loans, including
second lien Alt-A mortgage loans, and loans to tgpers and builders of residential real estate. @encial real estate valuations can be
highly subjective, as they are based upon manygstsons. Such valuations can be significantly afdaver relatively short periods of time
by changes in business climate, economic conditioterest rates and, in many cases, the resutiperfations of businesses and other
occupants of the real property. Similarly, resitinal estate valuations, including valuationsesidential real estate development or
construction projects, can be impacted by housimds, the availability of financing at reasonahterest rates, and general economic
conditions affecting consumers.

Management believes that the allowance fadittesses at September 30, 2008 was adequatestotabredit losses inherent in the
portfolio as of that date. The allowance for créaliises was $781 million, or 1.60% of total loand keases at September 30, 2008, comparec
with $680 million or 1.52% at September 30, 20075%million or 1.58% at December 31, 2007 and $7ifdon or 1.58% at June 30, 2008.
The increase in the level of the allowance as egmdage of outstanding loans and leases sincerSeete0, 2007 reflects management’s
evaluation of the loan and lease portfolio as desdrherein, including the impact of lower reabéstvalues and higher levels of
delinquencies and charge-offs in the Company’sfglastof Alt-A residential real estate loans andlie residential real estate builder and
developer loan portfolio. The December 2007 changecounting procedure that accelerated the retogrof chargeeffs on residential re:
estate loans and home equity lines of credit hagped the rise in the allowance as a percentageaatl The excess of such loan balances
over the net realizable value of the property ¢eitaizing the loan is now charged off when thenlbhecome 150 days delinquent, whereas
previously the Company
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provided an allowance for credit losses for sucloams and charged off loans upon foreclosure ofittderlying property. Nevertheless,
should the various credit factors considered byagament in establishing the allowance for credités change and should management’s
assessment of losses inherent in the loan porttdio change, the level of the allowance as a p&age of loans could increase or decrease in
future periods. The ratio of the allowance for dr&mbses to nonperforming loans was 110% at Sepeer30, 2008, compared with 183% a
year earlier, 170% at December 31, 2007 and 132%re 30, 2008. Given the Comp’s position as a secured lender, changes in thiat ra
are generally not an indicative measure of the aaeygof the Company’s allowance for credit los3é® level of the allowance reflects
management’s evaluation of the loan and leaseghortis of each respective date.

Other Income

Other income totaled $114 million in the third ¢eaof 2008, compared with $253 million in the esponding quarter of 2007 and

$271 million in the second quarter of 2008. Therelase from the prior periods resulted from the joresly discussed $153 million (pre-tax)
non-cash accounting charge during the recent quartether-than-temporary declines in value offpneed stock of Fannie Mae and Freddie
Mac. Excluding the impact of losses from investmesdurities, other income in the recent quarter$2&6 million, up 5% from the year-
earlier quarter, but 4% below the second quart@068. Contributing to the improvement from thedtguarter of 2007 were higher service
charges on deposit accounts, mortgage banking uegeand credit-related fees. The decline fromniraediately preceding quarter was due,
in part, to lower credit-related fees and tradingoaint and foreign exchange gains.

Mortgage banking revenues totaled $38 milliothe recent quarter, equal to the second quaft2®08, but up 20% from $32 million in
the third quarter of 2007. Mortgage banking revenare comprised of both residential and commens@tgage banking activities.

Residential mortgage banking revenues, cangisf realized gains from sales of residential tg@ge loans and loan servicing rights,
unrealized gains and losses on residential morttpeges held for sale and related commitments, eesidl mortgage loan servicing fees, and
other residential mortgage loan-related fees acdne, totaled $28 million in the recent quartempared with $27 million in each of the
third quarter of 2007 and the second quarter 08200

Residential mortgage loans originated for salether investors were approximately $960 milliothe recent quarter, compared with
$1.4 billion in the third quarter of 2007 and $bilfion in 2008’s second quarter. Residential madeg loans sold to investors totaled $1.1
billion in the third quarter of 2008, compared with.3 billion in each of the yeaarlier quarter and the second quarter of 2008liRelgain:
from sales of residential mortgage loans and leavicng rights and recognized net unrealized gamslosses attributable to residential
mortgage loans held for sale, commitments to oaigirioans for sale and commitments to sell loagsezgted to a gain of $6 million in each
of the recently completed quarter, the third quasfe2007 and the second quarter of 2008.

Revenues from servicing residential mortgagas$ for others were $21 million in the most recprarter, compared with $18 million in -
third quarter of 2007 and $20 million in the secoo@rter of 2008. Included in such servicing revenwere amounts related to purchased
servicing rights associated with small balance cenumal mortgage loans which totaled $8 milliontie recent quarter, $6 million in the third
quarter of 2007 and $7
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million in 2008’s second quarter. Residential mage loans serviced for others were $21.2 billio8egitember 30, 2008, $18.6 billion a year
earlier and $19.4 billion at December 31, 2007luding the small balance commercial mortgage loaied above of approximately

$5.8 billion and $4.5 billion at September 30, 2@@8 2007, respectively, and $4.9 billion at Decenti, 2007. Capitalized residential
mortgage servicing assets, net of a valuation a@iwe for impairment, were $171 million at Septen88:r2008, compared with $166 million
at September 30, 2007 and $170 million at Decer@be2007. Included in capitalized residential mageg servicing assets were $63 million
at September 30, 2008, $55 million a year earlier$67 million at December 31, 2007 of purchasediceag rights associated with the sm
balance commercial mortgage loans noted aboveic8agvights for the small balance commercial magg loans were purchased from BLG
or its affiliates. In addition, at September 3002@apitalized servicing rights included $30 millifor servicing rights for $4.2 billion of
residential real estate loans that were purchased &ffiliates of BLG. Additional information abotiie Company'’s relationship with BLG
and its affiliates is provided in note 9 of NotesFinancial Statements.

Loans held for sale that are secured by ratimleeal estate totaled $439 million and $950iomlat September 30, 2008 and 2007,
respectively, and $774 million at December 31, 2@mmitments to sell loans and commitments toigig loans for sale at pdetermine
rates were $736 million and $657 million, respeslify at September 30, 2008, $984 million and $51Bam, respectively, at September 30,
2007 and $772 million and $492 million, respectyyelt December 31, 2007. Net unrealized lossegsidential mortgage loans held for sale,
commitments to sell loans, and commitments to patg loans for sale were $5 million at each of &ajper 30, 2008 and 2007, and
$7 million at December 31, 2007. Changes in sutluneealized losses are recorded in mortgage bgmkivenues and resulted in net
decreases in revenues of $300 thousand in thedbader of 2008, compared with net decreases aifi$dn in the third quarter of 2007 and
$3 million in the second quarter of 2008.

Commercial mortgage banking revenues in themequarter were $10 million, compared with $Siomilin 2007’s third quarter and
$11 million in the second quarter of 2008. Incluiteduch amounts were revenues from loan originadiod sales activities of $7 million in
the third quarter of 2008, compared with $2 milliarthe corresponding 2007 period and $8 millio2@®8’s second quarter. Commercial
mortgage loan servicing revenues were $3 millioaanh of the third quarters of 2008 and 2007 aridarsecond quarter of 2008. Capitalized
commercial mortgage servicing assets totaled $2%mat September 30, 2008 and $20 million at eafcBeptember 30, 2007 and
December 31, 2007. Commercial mortgage loans loelsale at September 30, 2008 and 2007 were $Tibméind $43 million, respectively,
and $79 million at December 31, 2007. Commitmentsell commercial mortgage loans and commitmentsignate commercial mortgage
loans for sale were $150 million and $79 millioespectively, at September 30, 2008, $198 millicth 5154 million, respectively, at
September 30, 2007 and $176 million and $97 milliespectively, at December 31, 2007. Net unredlggns on commercial mortgage
loans held for sale, commitments to sell commermiaftgage loans, and commitments to originate cortiadenortgage loans for sale were
$1 million at September 30, 2008. There were nainetalized gains or losses on commercial mortézayes held for sale and the related
commitments at September 30 or December 31, 2007.

Service charges on deposit accounts total&@ #iillion in the two most recent quarters, compdasgth $104 million in the third quarter of
2007. Nearly half of the increase from the thiréuger of 2007 to the recent quarter was due tontipact of the fourth quarter 2007
acquisition transactions. Trust income totaled 8®8on in the recent quarter, compared with $38lion in last year's third quarter and
$40 million in the second
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quarter of 2008. Brokerage services income, whichudes revenues from the sale of mutual fundsaamdiities and securities brokerage f
totaled $16 million in the third quarter of 2008ntpared with $15 million in the similar quarter2f07 and $17 million in the second quarter
of 2008. Trading account and foreign exchange igtiesulted in gains of $4 million during the mostent quarter, and $7 million in each of
the third quarter of 2007 and second quarter 08200

M&T’s pro-rata share of the operating los8afG in the recent quarter was $14 million, compan&ith losses of $11 million in the third
guarter of 2007 and $13 million in the second 2Q08rter. The loss in 2007’s third quarter was dughé timing of the recognition of gains
from loan sales and securitizations. The operatisglts of BLG in the two most recent quarters ltedufrom the disruptions in the
commercial mortgage-backed securities market dffetted lower gains from loan securitization anbksactivities, lower values ascribed to
loans held for sale, and costs associated withrarge and certain lease terminations. Despiteréditand liquidity disruptions that began in
2007, BLG had been successfully securitizing atithgesignificant volumes of small-balance commateeal estate loans until the first
quarter of 2008. In response to the illiquiditytiee market place, BLG has reduced its originatextivities, scaled back its workforce and
made use of its contingent liquidity sources. Bls@lso evaluating alternatives for the placemesnudll-balance commercial real estate loan
originations should the securitization market mapiove. Nevertheless, significant fluctuationsexpected as part of the business cycle of
any mortgage origination and securitization busnésiditionally, the Company believes that BLG apable of realizing positive cash flows
that could be available for distribution to its awvs, including M&T, despite a lack of positive GAARrnings. Nevertheless, if BLG is not
able to realize sufficient cash flows for the bénaff M&T, the Company may be required to recograzeother-than-temporary impairment
charge in a future period for some portion of tB8®million book value of its investment in BLG fénmation about the Company’s
relationship with BLG and its affiliates is includién note 9 of Notes to Financial Statements.

During the third quarter of 2008, the Compasslized losses on investment securities of $13Bomj compared with losses of $138
thousand and $5 million in the third quarter of 2@hd second quarter of 2008, respectively. Asipusly described, recognized in the rec
quarter was a $153 million other-than-temporaryampent charge for the Company’s holdings of preféistock of Fannie Mae and Freddie
Mac.

Other revenues from operations totaled $78amiin the recent quarter, compared with $68 willin 2007’s third quarter and $77 million
in the second quarter of 2008. Included in otheeneies from operations were the following significeomponents. Letter of credit and other
credit-related fees totaled $23 million in the mgoguarter, $19 million in the third quarter of Z08nd $25 million in the second quarter of
2008. Tax-exempt income from bank owned life ineag which includes increases in the cash surreradee of life insurance policies and
benefits received, totaled $12 million in the retagumarter, $14 million in the year-earlier qua@ed $11 million in 2008’s second quarter.
Revenues from merchant discount and credit casiviesge $10 million in each of the two most recardrters, compared with $9 million in
the third quarter of 2007. Insurance-related sad@smissions and other revenues totaled $7 millicthé quarter ended September 30, 2008
and $8 million in each of the quarters ended Sepé&er@0, 2007 and June 30, 2008.

Other income totaled $698 million in the firkhe months of 2008, compared with $772 milliorthie corresponding 2007 period. The two
factors causing the decline in such income wergtheiously noted $153 million charge recognizethia third quarter of 2008 related to the
other-than-
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temporary decline in value of the preferred stockannie Mae and Freddie Mac and losses from Mdivestment in BLG. Partially
offsetting those factors were higher mortgage bamkevenues, service charges on deposit accountsradit-related fees, and a $33 million
gain recognized in 2008’s initial quarter on théemption of common stock of Visa.

For the first nine months of 2008, mortgageHlireg revenues aggregated $116 million, up 43% f#&t million in the year-earlier period.
Residential mortgage banking revenues increas&88anillion during the nine-month period ended 8egter 30, 2008 from $62 million in
the similar 2007 period. Residential mortgage loanginated for sale to other investors were $3libh in the first three quarters of 2008,
compared with $4.2 billion in the corresponding 2@@riod. Realized gains from sales of residentiattgage loans and loan servicing rights
and recognized unrealized gains and losses orerggtimortgage loans held for sale, commitmentwiginate loans for sale and
commitments to sell loans aggregated to gains 8fr#lion and $1 million during the nine-month peats ended September 30, 2008 and
2007, respectively. Reflected in the 2008 gainsevegaproximately $5 million of revenues related® January 1, 2008 adoption of Securi
and Exchange Commission (“SEC”) Staff Accountindl&in (“SAB") No. 109 for written loan commitmentssued or modified after
January 1, 2008. In November 2007, the SEC iss@&INb. 109, which reversed previous conclusionsresged by the SEC staff regarding
written loan commitments that are accounted fdaiatvalue through earnings. Specifically, the S&E&ff now believes that the expected net
future cash flows related to the associated sewyiof the loan should be included in the fair valueasurement of the derivative loan
commitment. In accordance with SAB No. 105, “Apgtion of Accounting Principles to Loan Commitmehtee Company had not included
such amounts in the value of loan commitments atealfor as derivatives in 2007. Reflected in th872gains were $18 million of losses
related to Alt-A residential mortgage loans thateweecognized during the first quarter of 2007 diszussed herein under the heading
“Provision for Credit Losses,” in March 2007 thermany transferred $883 million of Alt-A loans ongily held for sale to its held-for-
investment loan portfolio. In accordance with GAA®BNs held for sale must be recorded at the l@iveost or market value. Accordingly,
prior to reclassifying the Alt-A mortgage loansth@ held-for-investment portfolio, the carrying walof such loans was reduced by
$12 million. Additionally, the Company may be cautually obligated to repurchase some previoudly sgsidential real estate loans that do
not ultimately meet investor sale criteria, inchglinstances where mortgagors failed to make timppajyments during the first 90 days
subsequent to the sale date. Requests from ingdstothe Company to repurchase residential réateefoans increased significantly in early
2007, particularly related to Alt-A loans. As aukisduring 2007’s first quarter the Company redlio®rtgage banking revenues by
$6 million related to declines in market valuepm#viously sold residential real estate loans th@tCompany may be required to repurchase.
Most of those loans have not been repurchased Sspiémber 30, 2008.

Revenues from servicing residential mortgagas for others were $60 million and $54 million fioe first nine-months of 2008 and 2007,
respectively. Included in such amounts were revemnelated to purchased servicing rights associattdthe previously noted small balance
commercial mortgage loans of $22 million and $18iom for the nine-month periods ended Septembe2808 and 2007, respectively.
Commercial mortgage banking revenues totaled $28miuring the first three quarters of Septem®@y 2008, up from $19 million in the
similar 2007 period due to higher loan originatard sales activities.
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Service charges on deposit accounts rose 824 million during the first nine months of 2008m $304 million in the similar 2007
period, reflecting increases in both commercial emasumer service charges, the latter largelye@dlad debit card usage. Approximately 4
of the increase in service charges reflects theanpf the late-2007 acquisition transactions. finusome increased 6% to $120 million from
$113 million a year earlier, due predominantlyeed resulting from higher proprietary money-markatual fund balances. Brokerage
services income rose 4% to $49 million during fik&t hine months of 2008 from $47 million in thenasponding 2007 period. Trading
account and foreign exchange activity resultedaimg of $16 million and $20 million for the nine-ntb periods ended September 30, 2008
and 2007, respectively. M&T’s February 2007 investinn BLG resulted in losses of $29 million foethine months ended September 30,
2008, compared with losses of $6 million in theryearlier period. The increased losses were lardelen by changes in the commercial
mortgage-backed securities market as was desceéndidr. Losses on investment securities aggredkit2d million during the first three
quarters of 2008, compared with gains from investrsecurities of $1 million in the similar 2007 jpet. The losses in 2008 were largely the
result of the $153 million accounting charge fag tither-than-temporary decline in value of the kamae and Freddie Mac preferred stock,
partially offset by the recognition of a $33 milligain from the redemption of common shares of dis@ng the first quarter of 2008. Other
revenues from operations were $226 million in irgt fiine months of 2008, up from $212 million hetcorresponding 2007 period. Included
in other revenues from operations during the niregtim periods ended September 30, 2008 and 2007letereof credit and other credit-
related fees of $77 million and $62 million, redpealy, income from bank owned life insurance ob$8illion in each period, merchant
discount and credit card fees of $30 million an@ ##llion, respectively, and insurance-related saemmissions and other revenues of
$25 million and $24 million, respectively.

Other Expense

Other expense totaled $435 million in the thirdrtgraof 2008, 11% higher than $391 million in treay-earlier period and 4% above

$420 million in 2008’s second quarter. Includedhia amounts noted above are expenses consideradrimgement to be “nonoperating” in
nature consisting of amortization of core deposi ather intangible assets of $16 million in eatthe third quarters of 2008 and 2007 and
$17 million in the second quarter of 2008. Exclesdf these nonoperating expenses, noninteresttoeexpenses aggregated $419 million
in the recent quarter, compared with $375 milliorthe third quarter of 2007 and $403 million in Hezond quarter of 2008.

Other expense for the nin@nth period ended September 30, 2008 aggregaté Billion, up $98 million or 8% from $1.18 billoin the
corresponding 2007 period. Included in those amarg expenses considered to be “nonoperatingitima consisting of amortization of
core deposit and other intangible assets of $5lomiin each of 2008 and 2007, and merger-relaipaeses of $4 million in the first nine
months of 2008. Exclusive of these nonoperatingeagps, noninterest operating expenses througlirshaifie months of 2008 increased
$94 million or 8% to $1.23 billion from $1.13 bl in the similar 2007 period. Table 2 providegeonciliation of other expense to
noninterest operating expense.

Salaries and employee benefits expense to@@d million in the third quarter of 2008, compreith $221 million in the similar 2007
quarter and $236 million in the second quarterQf& For the first three quarters of 2008, salaaies employee benefits expense rose 6% to
$725 million from $682 million in the year-earliperiod. The higher expense levels in 2008 as
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compared with 2007 reflect annual merit increab&g)er incentive compensation and the impact ofdlieth quarter acquisition transactio
Stockbased compensation totaled $10 million during eddhe quarters ended September 30, 2008 and Dyr#938, $11 million during tt
quarter ended September 30, 2007, and $39 milldr$d1 million for the nine-month periods endedt8eyber 30, 2008 and 2007,
respectively. The number of full-time equivalentpoyees was 12,914 at September 30, 2008, 12,53dpember 30, 2007, 13,246 at
December 31, 2007 and 13,052 at June 30, 2008.

Excluding the nonoperating expense items destrearlier from each quarter, nonpersonnel opgraixpenses were $182 million in the
third quarter of 2008, compared with $154 milliontlhe similar quarter of 2007 and $167 millionhe second quarter of 2008. On the same
basis, such expenses were $501 million and $44®mduring the first nine months of 2008 and 20@#&pectively. The rise in nonpersonnel
operating expenses in 2008’s third quarter as coapaith the year-earlier quarter was due, in garhigher costs for equipment and net
occupancy, professional services and advertisigyedl as increased expenses related to the fa@@@rocess for residential real estate
properties. Contributing to the higher level of erpe in 2008’s third quarter compared with the séa@uarter of 2008 were changes to the
valuation allowance for the impairment of capitelizesidential mortgage servicing rights. During thcent quarter, there was a $1 million
addition to the valuation allowance while there &89 million reversal of a portion of such valoatallowance in the second quarter of
2008. Also contributing to the higher expensedarecent quarter as compared with 2008’s secoadaruvere higher costs related to
professional services and advertising. Contributinthe rise in nonpersonnel expenses in thetfirsie quarters of 2008 as compared with
2007 were higher costs related to professionaissyadvertising and the foreclosure processefsidential real estate properties. Partially
offsetting those increases was a reversal in teeduarter of 2008 of approximately $15 milliontbé $23 million accrued during the fourth
quarter of 2007 for estimated losses stemming ftertain litigation involving Visa (“Covered Litigain"). As part of Visa's initial public
offering, M&T Bank and other member banks are alikgl to share in losses from the Covered LitigatkmVisa settles the Covered
Litigation and provides information regarding amgls settlements to its member banks, increasesavedses in M&T'’s accrual for Covered
Litigation are possible. Additional information alidhe Covered Litigation is included in note 8\iftes to Financial Statements.

The efficiency ratio, or noninterest operatixgenses (as defined above) divided by the sumxable-equivalent net interest income and
noninterest income (exclusive of gains and loss®a bank investment securities), measures thaarkdtip of noninterest operating exper
to revenues. The Company’s efficiency ratio wag%bduring the recent quarter, compared with 51.6¢%nd the third quarter of 2007 and
52.4% in the second quarter of 2008. The efficienatips for the nine months ended September 38 26@ 2007 were 53.5% and 52.2%,
respectively. Noninterest operating expenses usedlculating the efficiency ratio do not includie tamortization of core deposit and other
intangible assets or the acquisition-related costed earlier. If charges for amortization of cdeposit and other intangible assets were
included, the efficiency ratio for the three-mop#riods ended September 30, 2008, September 30,a2@DJune 30, 2008 would have been
57.2%, 53.8% and 54.6%, respectively, and for the-month periods ended September 30, 2008 and\&60ld have been 55.7% and
54.6%, respectively.

Income Taxes

The provision for income taxes for the third quad®2008 was a benefit of $25 million, comparedhwhcome tax expense of $97 million
and $78 million
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in the third quarter of 2007 and second quart@0®B, respectively. The income tax benefit recolidetie recent quarter reflects the
resolution of previously uncertain tax positionkated to the Company’s activities in various juitsidns during the years 1999-2007 that
allowed the Company to reduce its accrual for inedaxes in late September 2008 by $40 million. &sigk of the impact of the $40 million
credit to income taxes, the effective tax rateQ0&s third quarter was 22.7%. That compares W& % in each of the quarters ended
September 30, 2007 and June 30, 2008. For thernameh periods ended September 30, 2008 and 208 pydivision for income taxes was
$156 million and $290 million, respectively, resudf in effective tax rates of 25.6% in 2008 andd88.in 2007.

The effective tax rate is impacted by the l@eféencome earned that is exempt from tax relatvéhe overall level of préax income and k
the level of income allocated to the various staié local jurisdictions where the Company operdiesause tax rates differ among those
jurisdictions. Although the oth-than-temporary impairment charge related to FaMae and Freddie Mac preferred stock is fully deiile
for purposes of computing income tax expense,dhatge had an impact on the effective tax rateuserd significantly lowered pre-tax
income relative to the amounts of tax-exempt incame other permanent differences that impact tfestdfe tax rate. Excluding the impact
of the (i) other than temporary impairment chamgenf pre-tax income and income tax expense anth@i$40 million credit to income tax
expense resulting from the resolution of previousigertain tax positions, the Company’s effectase rates for the three- and nine-month
periods ended September 30, 2008 would have be&p63nd 33.0%, respectively.

The Company'’s effective tax rate in futureipds will also be affected by the results of opierat allocated to the various tax jurisdictions
within which the Company operates, any changednrime tax regulations within those jurisdictionsjrderpretations of income tax
regulations that differ from the Company’s intetpt®ns by any of various tax authorities that reagmine tax returns filed by M&T or any
of its subsidiaries.

Capital

Stockholders’ equity totaled $6.4 billion at Sepbem30, 2008, compared with $6.2 billion at Septeng, 2007 and $6.5 billion at
December 31, 2007. As a percentage of total assetkholders’ equity at September 30, 2008, Seperd0, 2007 and December 31, 2007
was 9.83%, 10.40% and 10.00%, respectively. Orr ahmare basis, stockholders’ equity was $58.1&ptesnber 30, 2008, compared with
$58.40 and $58.99 at September 30 and Decemb@087, respectively. Tangible equity per share, tigixcludes goodwill and core deposit
and other intangible assets and applicable deféaredalances, was $27.67 at September 30, 2068 ared with $29.48 a year earlier and
$27.98 at December 31, 2007. A reconciliation ¢dltstockholdersequity and tangible equity as of each of thoseaesyge dates is present

in table 2.

Stockholders’ equity reflects accumulated ottemprehensive income or loss, which includesiteafter-tax impact of unrealized gains
or losses on investment securities classified agable for sale, gains or losses associated withrést rate swap agreements designated as
cash flow hedges, and adjustments to reflect thddd status of defined benefit pension and othstrgiirement plans. Net unrealized losses
on investment securities, net of applicable tarctffreflected in accumulated other comprehensizeme (loss) were $405 million, or $3.67
per common share, at September 30, 2008, compatie$58 million, or $.54 per share, at September2B07 and $59 million, or $.54 per
share, at December 31, 2007. Such unrealized lassagenerally due to changes in interest rate®aademporary lack of
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liquidity in the market, and represent the diffarennet of applicable income tax effect, betweenettimated fair value and amortized cost of
investment securities classified as available &e.sReflected in net unrealized losses at SepteB8the2008 were pre tax-effect unrealized
losses of $597 million on available-for-sale invesnt securities with an amortized cost of $4.4drilland pre-tax effect unrealized gains of
$39 million on securities with an amortized cos$8f2 billion. The pre-tax effect unrealized losesftect $481 million of losses on

$3.2 billion of privately issued collateralized rigage obligations (considered Level 3 valuatioms) $94 million of losses on $251 million
trust preferred securities issued by financialifnsbns and securities backed by trust preferemlisties issued by financial institutions

(%22 million of such unrealized losses were on $#llion of securities using a Level 3 valuation thivthe remainder classified as Level 2
valuations).

During the third quarter of 2008, an othemt@mporary impairment charge of $153 million (pe®) was recorded on preferred stock
holdings of Fannie Mae and Freddie Mac that the @1y continues to hold in its available-fale investment securities portfolio. Follow
the impairment charge, those preferred stock hgillrave a remaining cost-basis of $9 million. Farviae and Freddie Mac were placed
under conservatorship on September 7, 2008 by t8e@bvernment. The impairment charge and the rétiog of available income tax
benefits resulted in a reduction of the Compangtent quarter net income of $97 million, or $.88&litdited earnings per share. During the
second quarter of 2008, an other-than-temporargimment charge of $6 million (pre-tax) was recordadne floating rate private
collateralized mortgage obligation that was badkgdption adjustable rate residential mortgages.

As of September 30, 2008, based on a reviezaoh of the remaining securities in the investnsentirities portfolio, the Company
concluded that it was not probable that it wouldibable to realize the cost basis investment aptbapiate interest payments on such
securities. Accordingly, the Company concluded thatdeclines in the values of those securitie®wamporary and that any additional other-
than-temporary impairment charges were not appatget September 30, 2008.

As of September 30, 2008, the Company hadbfigy and intent to hold each of the impairediséies, that is where market value is less
than the cost basis of the security, to recovehg CTompany intends to closely monitor the perforeeant the privately issued mortgage-
backed securities and other securities to assebaiifges in their underlying credit performancetber events cause the cost basis of those
securities to become other than temporarily imphirdowever, because the unrealized losses desdriberalready been reflected in the
financial statement values for investment securigied stockholders’ equity, any recognition of #reothan-temporary decline in value of
these investment securities would have no effe¢cherCompany’s consolidated balance sheet. Additimfiormation concerning fair value
measurements and the Compangpproach to and classification of such measurenieimcluded in note 10 of Notes to Financiat&taents

Also reflected in accumulated other comprehenimcome were net losses of $9 million, or $.@9 ghare, representing the remaining
unamortized losses related to the termination tefrést rate swap agreements that had been desigamtash flow hedges. Included in this
amount were unamortized losses of $10 million esldb swap agreements terminated by the Comparygdiine first quarter of 2008 that
had originally been entered into as a cash flowgkeaf variable rate long-term borrowings. Net utired fair value losses associated with
interest rate swap agreements designated as cashdldges were $390 thousand at September 30,82@D$9 million, or $.08 per share, at
December 31, 2007.
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There were no outstanding interest rate swap agreendesignated as cash flow hedges at Septemp20@®. Adjustments to reflect the
funded status of defined benefit pension and gtbstretirement plans as required under SFAS No, A&i8of applicable tax effect, reduced
accumulated other comprehensive income by $47anjllor $.43 per share, at September 30, 2008, $ii8mor $.26 per share, at
September 30, 2007, and $46 million, or $.42 parestat December 31, 2007.

In February 2007, M&T announced that it hadrbauthorized by its Board of Directors to purchas¢o 5,000,000 shares of its common
stock. There were no repurchases during the fin& months of 2008. Through September 30, 2008, M&d repurchased a total of
2,818,500 shares of common stock pursuant to tithbezation at an average cost of $108.30 pereshar

Federal regulators generally require bankirggitutions to maintain “core capital” and “totagtal” ratios of at least 4% and 8%,
respectively, of risk-adjusted total assets. Inithmltto the risk-based measures, Federal banKatgs have also implemented a minimum
“leverage” ratio guideline of 3% of the quarterleaage of total assets. At September 30, 2008,aapital included $1.1 billion of the trust
preferred securities described in note 4 of NatdSimancial Statements, and total capital furthehided $1.6 billion of subordinated notes
December 2007, M&T Bank issued $400 million of &%2fixed rate subordinated notes due 2017 andrinalg 2008, M&T Capital Trust
IV issued $350 million of Enhanced Trust Prefer&sturities that pay a fixed rate of interest 00865 For further discussion of the Enhan
Trust Preferred Securities, see note 4 of Notésrtancial Statements.

The rate of regulatory core capital generatiwmet operating income (as previously defined} lthe sum of dividends paid and the after-
tax effect of merger-related expenses expressad asnualized percentage of regulatory “core cBgitahe beginning of each period was
2.10% during the third quarter of 2008, compareith\i#.02% in the corresponding quarter of 2007&68% in the second quarter of 2008.
The recent quarter’s rate of regulatory core capeaeration was adversely impacted by the oth@ntbmporary impairment charge recort
on the preferred stock of Fannie Mae and Freddie, Maich reduced net operating income by $97 mmilliéxcluding that charge from the
recent quarter’s results, the rate of regulatong @apital generation was 10.77%.

The regulatory capital ratios of the Compavi§T Bank and M&T Bank, N.A., as of September 3008Care presented in the
accompanying table.

REGULATORY CAPITAL RATIOS
September 30, 2008

M&T M&T M&T
(Consolidated Bank Bank, N.A.
Core capita 7.8% 7.21% 24.91%
Total capital 11.9¢% 11.3% 25.559%
Leverage 7.3%% 6.7% 12.4%%

Segment Information

In accordance with SFAS No. 131, “Disclosures Ab®etiments of an Enterprise and Related Informdtitba,Company’s reportable
segments have been determined based upon itsahfeofitability reporting system, which is orgaeizby strategic business unit. Financial
information about the Company’s segments is preskintnote 5 of Notes to Financial Statements.
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Net income earned by the Business Banking sagiotaled $30 million in each of the second dnditquarters of 2008, compared with
$35 million in the third quarter of 2007. The retgnarter’'s unfavorable performance as compareld thi third quarter of 2007 was the
result of a $4 million increase in the provisiom foedit losses, due to higher net charge-off®ahns, a $2 million increase in personnel costs
and lower net interest income of $2 million. Thelde in net interest income resulted from a 53spsint narrowing of the net interest
margin on deposit products, offset, in part, byithpact of a $260 million increase in average dégmances. As compared with the second
quarter of 2008, a $2 million increase in net iastincome, primarily the result of higher averdgposit balances of $180 million, was offset
by an increase in noninterest expenses of $2 milk@r the first nine months of 2008, the Busirgasking segment’s net income declined
9% to $92 million from $101 million in the year-&ar period. That decline was mainly due to an #fillion increase in each of the provision
for credit losses, the result of higher net loaargke-offs, and noninterest expenses, reflectingdrigersonnel costs. Partially offsetting those
unfavorable factors was a $4 million rise in seevitharges on deposit accounts.

The Commercial Banking segment contributed i$80on to the Company’s net income in the thindbgter of 2008, 14% higher than
$53 million in 2007’s third quarter and 12% aboke $54 million earned in the second quarter of 200@ favorable performance as
compared with the third quarter of 2007 was predamily the result of higher net interest incom&bi million, attributable to a $2.1 billion
increase in average loan balances outstanding naildn increase in fees received for providingmarate advisory and credit-related
services, and higher service charges on depositiats of $2 million. Partially offsetting those taable factors were $2 million increases in
each of the provision for credit losses and persboosts. The higher net income as compared wihntimediately preceding quarter was
primarily due to a $13 million decrease in the ps@n for credit losses, the result of lower nedrge-offs of loans, and a $6 million increase
in net interest income, largely due to a $442 wrillincrease in average deposit balances. Thostvedsictors were offset, in part, by a
$7 million decline in noninterest income, due ldyge declines in fees received from providing dredlated services and income related to
end-of-term sales of commercial lease equipmerttchiatribution for the Commercial Banking segmemtreéased to $180 million for the first
nine months of 2008, up 12% from $161 million ie gimilar 2007 period. The main contributors ta thgprovement were a $32 million
increase in net interest income, primarily the itesiua $2.0 billion increase in average loan baémoutstanding, and a $27 million increas
noninterest income. Contributing to the higher neegriest income were higher fees of $9 million faswpding credit-related services, a $7
million rise in deposit service charges, and a $8an increase in income related to end-of-terrfesaf commercial lease equipment.
Partially offsetting those favorable factors waspad million increase in the provision for credis$es, due to higher net charge-offs of loans,
and higher noninterest expenses of $15 milliomgdbrdue to increased personnel costs.

The Commercial Real Estate segment’s net iecagyregated $36 million in the recent quarter,gamed with $39 million in 2007’s third
quarter and $43 million in the second quarter @0 he decline in net income in the recent qudrten the third quarter of 2007 was due to
a $10 million increase in the provision for crddéses, primarily the result of higher net charffe-of loans, and a $3 million rise in
personnel costs, offset, in part, by $4 millionreases in each of commercial mortgage banking tegand net interest income. The higher
net interest income predominantly resulted fron24 ®illion increase in average loans outstandiagtially offset by a 31 basis point
narrowing of the net interest margin associatedi witch loans. The lower net income as compared
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with 2008'’s second quarter reflects an $8 millinorease in the provision for credit losses, dugdber net charge-offs of loans, and lower
net interest income of $2 million, resulting fronT dasis point narrowing of the net interest maggiroans. Through September 30, 2008
income for this segment rose to $121 million, upf88m $112 million earned in the corresponding 2p@viod. The increase from the prior
year resulted from a $22 million increase in n&triest income, primarily due to a $2.0 billion isase in average loan balances outstan
partially offset by a 19 basis point narrowing te¢ ioan net interest margin, and an $8 millioneéase in commercial mortgage banking
revenues. Partially offsetting those positive festwas a $10 million increase in the provisiondadit losses, mainly due to higher net
charge-offs of loans, and a $7 million increaspénsonnel costs.

The Discretionary Portfolio segment incurrenkaloss of $78 million in the third quarter ofd8) compared with net income of $21 mill
in the corresponding quarter of last year and $iBamiin 2008’s second quarter. Included in theeés®f this segment are the Company’s
holdings of preferred stock of Fannie Mae and Festithc. The predominant factor contributing to tiet loss recorded in the recent quarter
was the $153 million other-than-temporary impairingrarge related to that preferred stock. As coegbarith 20075 third quarter, the rece
quarter’s provision for credit losses rose $13iomill mainly due to higher net charge-offs of Altgans, and noninterest expenses increased
$11 million, reflecting higher foreclosure-relateasts. Partially offsetting those factors was a §illon increase in net interest income,
largely due to a $2.0 billion increase in averageestment securities, and a 35 basis point wideoifrtge net interest margin on investment
securities. The growth in average balances restridea securitization transactions in December 2@®id in June and July 2008. The decr
in net contribution from the second quarter of 2a@8nly resulted from the preferred stock impairtngrarge in the recent quarter and a
$4 million increase in noninterest expenses, lgreim higher professional services and foreclosetated costs, offset, in part, by a $9
million increase in net interest income, attriblgato a 12 basis point widening of net interestgirgrand a second quarter 2008 other-than-
temporary impairment charge of $6 million relatecbhe private collateralized mortgage obligatioor. fhe first nine months of 2008, the
Discretionary Portfolio segment incurred a net los$57 million, compared with net income of $61lion in the similar 2007 period. The
other-thantemporary impairment charges related to the prefestock issuances of Fannie Mae and Freddie Mathanprivate collateralize
mortgage obligation of $153 million and $6 millimespectively, a $44 million increase in the pransfor credit losses, resulting largely
from higher net charge-offs of Alt-A loans, and lég noninterest expenses of $21 million, mainlyrfiacreases in professional services and
foreclosure-related costs, were the main factongritiuting to the poorer performance in the curngrdr as compared with 2007. Partially
offsetting those unfavorable factors was a $28ionilfise in net interest income, primarily the désdéia 26 basis point widening of the net
interest margin on investment securities, and a Rit¥ease in the average investment securitiedgtiortreflecting the late-2007 and 2008
securitization transactions.

The Residential Mortgage Banking segment iremlinet losses of $18 million and $10 million ie tvo most recent quarters, compared
with net income of $6 million in the third quarif2007. The decline in net contribution as comganwéh the third quarter of 2007 resulted
from a $33 million increase in the provision foedit losses, due predominantly to higher net chaffgeof loans to builders and developers
of residential real estate properties, and a $4amitlecrease in net interest income, largely due 38 basis point narrowing of the net inte
margin on loans and the impact of a $191 millioordase in average loan balances outstanding. Ghethnet loss in the third quarter of 2
as compared
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with the immediately preceding quarter mainly resdifrom a $1 million addition to the capitalizedmgage servicing rights valuation
allowance in the recent quarter, compared with en8on partial reversal of such allowance in gexond quarter of 2008. Also contributing
to the unfavorable performance was a decline inntetest income of $4 million, the result of al#sis point narrowing of the loan net
interest margin and a $275 million decline in agerban balances outstanding, partially offset B anillion decrease in the provision for
credit losses, primarily due to lower net chaagfs-of loans to builders and developers of redidéneal estate properties in the recent que
For the nine-month period ended September 30, 2B868Residential Mortgage Banking segment incuareét loss of $23 million, compared
with net income of $14 million in the correspond2@07 period. The main factor contributing to tatline was a $76 million increase in the
provision for credit losses due to higher net chawffs of loans to builders and developers of rsiidl real estate properties. Also
contributing to the decline was an $11 million @&se in net interest income, largely due to lowerage loan balances outstanding of
$376 million and a 15 basis point narrowing of et interest margin associated with such loansrewersals of portions of the valuation
allowance for the impairment of capitalized mortgagrvicing rights, which totaled $3 million andélion in the nine months ended
September 30, 2008 and 2007, respectively. Pgroéfbetting those unfavorable factors was a $2laniincrease in mortgage banking
revenues, largely due to the $18 million loss reed in 2007 related to Alt-A residential mortgdgans, and a $5 million current year
increase from the adoption of accounting pronourergsthat accelerated the recognition of certairtgage banking revenues.

Net income for the Retail Banking segmentléat£58 million in 2008'’s third quarter, down 28%6rh the $81 million earned in the year-
earlier quarter, and 7% below the $63 million edrimethe second quarter of 2008. The unfavorabttopmance as compared with last year's
third quarter was largely due to a $15 million d®elin net interest income, the result of a 54 $@sint narrowing of the net interest margin
on deposit products, offset, in part, by the impdct $1.9 billion increase in average depositiza; a higher provision for credit losses of
$11 million, mainly due to higher net loan chafés; and a $13 million increase in noninterestenges, reflecting higher costs for persor
net occupancy, and advertising and promotion, dymit to the impact of the late-2007 acquisiti@msactions. As compared with the second
quarter of 2008, a $6 million increase in the psai for credit losses, reflecting higher chargis-of loans, and lower net interest income of
$5 million, largely the result of a 9 basis poiatrowing of the net interest margin on depositgenke main factors contributing to the
decline in net income. Net contribution for thigsent aggregated $197 million during the first mmenths of 2008, down 19% from
$242 million earned in the similar 2007 period.reases in the provision for credit losses of $2liani due to higher net charge-offs of
loans; personnel costs of $18 million, reflectingrinincreases, higher benefits expense and thadtrgd the late-2007 acquisitions; net
occupancy expenses of $11 million, largely the ltesfithe 2007 acquisitions, and higher advertisang promotion costs of $5 million were
the leading factors contributing to the unfavorgideformance as compared with the first nine mooft&)07. Also contributing to the
decline in net contribution was lower net inteiesbme of $9 million, largely due to the narrowioigthe net interest margins on deposits and
loans of 31 basis points and 13 basis points, otisedy, offset, in part, by the impact of highereaage deposit and loan balances of $1.3
billion and $1.2 billion, respectively.

The “All Other” category reflects other actigs of the Company that are not directly attriblgeo the reported segments as determined in
accordance with SFAS No. 131, such as the M&T Itnaeat Group, which
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includes the Compang'trust, brokerage and insurance businesses. éflexted in this category are the amortizationareadeposit and oth
intangible assets resulting from the acquisitioinancial institutions, M&T’s equity in the eamgs of BLG, merger-related expenses
resulting from acquisitions and the net impacthef Company’s allocation methodologies for intefoalls transfer pricing and the provision
for credit losses. The various components of thik @her” category resulted in net income of $4lior in the third quarter of 2008,
compared with net losses in the year-earlier quarid the second quarter of 2008 of $35 million $28 million, respectively. As compared
with the third quarter of 2007, the increase ininebme mainly resulted from a $40 million reduantiof income tax expense in the current
quarter relating to M&T'’s resolution of certain tessues related to its activities in various juisdns. Also contributing to the improvement
was the favorable impact from the Company’s allocainethodologies for internal transfers for furgdtharges and credits associated with
earning assets and interest-bearing liabilitiehefCompanys reportable segments and the provision for ctesliies. Partially offsetting thc
positive factors were increases in personnel aofkgsional services costs of $15 million and $1lioni respectively, related to the business
and support units included in the “All Other” cabeg, and a $3 million charitable contribution madéehe recent quarter to The M&T
Charitable Foundation. Included in the recent guatresults was an $11 million after-tax reductidmet income from M&T's investment in
BLG (inclusive of interest expense to fund thatastiment), compared with a similar $9 million redetin the third quarter of 2007. The
higher net income in the recent quarter as compaithdthe second quarter of 2008 resulted frompiteiously mentioned $40 million
reduction of income tax expense, offset, in partthe negative impact from the Company'’s allocatiogthodologies for internal transfers for
funding charges and credits associated with theimgaassets and interest-bearing liabilities of@lmenpany’s reportable segments and the
provision for credit losses, a $4 million increas@rofessional services costs related to the legsimnd support units included in the “All
Other” category, and the $3 million charitable cimition. M&T's pro-rata portion of the operatingsults of BLG reduced net income in the
second quarter of 2008 by $10 million. For thetfiime months of 2008, the “All Othecategory incurred a net loss of $56 million, coneiok
with a net loss of $102 million in the similar 20p&riod. The lower net loss in 2008 as comparel 2007 resulted from several factors,
including the $40 million reduction of income taxpense noted above; the previously mentioned $3®mgain realized in the first quarter
of 2008 from the mandatory partial redemption ofa/stock owned by M&T Bank; the $15 million relatedhe reversal in the first quarter
2008 of the Visa litigation-related accruals iritianade in the fourth quarter of 2007; and theofable impact from the Company’s
allocation methodologies for internal transfersfording charges and credits associated with egraisets and interest-bearing liabilities of
the Company’s reportable segments and the provisiocredit losses. Partially offsetting those fealde factors were higher personnel and
professional services costs of $12 million and 8dlon, respectively, related to the business anpport units included in the “All Other”
category; a $14 million after-tax reduction of ttentribution from M&T’s investment in BLG, inclusivof interest expense to fund that
investment; and the $3 million charitable contribnt

Recent Accounting Developments

Effective January 1, 2008, the Company adoptec®iant of Financial (*SFAS”) No. 157, “Fair Value Bgurements,” for fair value
measurements of certain of its financial instrureefhe provisions of SFAS No. 157 that pertain &asurement of non-financial assets and
liabilities have been deferred by the Financial @&atting Standards Board (“FASB”) until 2009.
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SFAS No. 157 defines fair value, establishes a émark for measuring fair value in GAAP, and expadidslosures about fair value
measurements. SFAS No. 157 applies to fair valussmmements required or permitted under other at¢tmupronouncements, but does not
require any new fair value measurements. The digimof fair value is clarified by SFAS No. 157le the price that would be received to
an asset or paid to transfer a liability in an ogd#ansaction between market participants antieasurement date. At September 30, 2008,
approximately $2.9 billion or 34% of the Compan$&5 billion of assets and liabilities measureagdair value measurements on a
recurring basis were classified as Level 3 valuestid he Level 3 classified assets and liabilitiesmimarily comprised of available-for-sale
privately issued collateralized mortgage obligatioBuch securities have been classified as a [3evaluation because of limited trading
activities or less observable valuation inputsr Faluation losses on Level 3 available-for-salestment securities of $34 million and
$124 million were recognized during the third geadf 2008 and the nine-month period ended Septe8he2008, respectively, as a
reduction of other comprehensive income, with negar losses recognized through earnings. As pusly disclosed, with the exception of
the security upon which the Company recognized m#in other-than-temporary impairment charg@08’s second quarter, as of
September 30, 2008 the Company believed that inwaprobable that it would be unable to colletpahcipal and interest payments on its
portfolio of collateralized mortgage obligationgdatherefore, the Company believed that the urredliosses on those securities were
temporary. Nevertheless, as previously noted, trafiany closely monitors the repayment performarfdevestment securities and
underlying collateral on a regular basis and assalt of such monitoring it is possible that addiil investment securities could be identified
as other-than-temporarily impaired in future pesiod

As a result of market inactivity and a lackobfservable valuation inputs, approximately $21obi of privately issued collateralized
mortgage obligations in the Company’s availabledale investment securities portfolio were transféiout of a Level 2 classification and
into a Level 3 classification during the third qiesrof 2008. Offsetting the transfer into Level 8rev certain privately issued mortgage-backed
securities securitized by Bayview Financial witfaa value of $298 million that were transferredrfr the Company’s available-for-sale
portfolio to its held-to- maturity portfolio duriniipe quarter ended September 30, 2008, and thusmdomger measured at fair value. In
October 2008, the FASB issued FASB Staff Positi&® B57-3, “Determining the Fair Value of a Finahdaset When the Market for That
Asset Is Not Active” (“FSP 157-3"). FSP 157-3 clees$ the application of SFAS No. 157 and providegrample to illustrate key
considerations in determining the fair value oinafcial asset when the market for that financsakais not active. FSP 157-3 allows for the
use of the reporting entity’'s own assumptions alfwwire cash flows and appropriately risk-adjustestount rates when relevant observable
inputs are not available to determine the fair gdbr a financial asset in a dislocated market. Chmpany considered the guidance provided
by FSP 157-3 in its determination of the fair vatiiéts portfolio of privately issued collateral@zenortgage obligations. Additionally, at
September 30, 2008 commitments to originate moedaans for sale with a net fair value loss of $lliom have been classified as a Level 3
valuation. Approximately $1 million and $16 milliaf fair value changes on commitments to origimatetgage loans for sale were
recognized in mortgage banking revenues duringhiing quarter of 2008 and the nine-month periodeen8eptember 30, 2008, respectively.
Upon loan origination, the fair value of the detiva loan commitments becomes part of the basiketlosed loans held for sale.
Approximately $7 million and $21 million of fair e was transferred from Level 3 to Level 2 clasatfon to reflect the closing of
commitments into originated loans held for saldrdythe third quarter of 2008 and the nine-monttiqukended September 30, 2008,
respectively. Information concerning fair value
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measurements and the Compangpproach to and classification of such measureniemcluded in note 10 of Notes to Financiat&tsents

In December 2007, the FASB issued a reviselSSNo. 141, “Business Combinations” (“SFAS No. 141 BFAS No. 141R retains the
fundamental requirements of SFAS No. 141 that duigition method of accounting be used for allibeiss combinations and for an acqt
to be identified for each business combination. S’o. 141R defines the acquirer as the entitydb#ins control of one or more businesses
in the business combination and establishes theigitiqn date as the date the acquirer achieves@oSFAS No. 141R retains the guidance
in SFAS No. 141 for identifying and recognizingangible assets separately from goodwill. With lediexceptions, the statement requires an
acquirer to recognize the assets acquired, thiditied assumed and any noncontrolling intereshmacquiree at the acquisition date,
measured at their fair value as of that date. Tdyaaces SFAS No. 141’s cost-allocation process;iwtequired the cost of an acquisition to
be allocated to the individual assets acquiredliabdities assumed based on their estimated faines. As a result, certain acquisition-related
costs previously included in the cost of an acgjoisiwill be required to be expensed as incurracaddition, certain restructuring costs
previously recognized as if they were an assunadiliy from an acquisition, will be required to bgpensed. SFAS No. 141R also requires
the acquirer in a business combination achievestidiges (sometimes referred to as a step acqu)sitiorcognize the identifiable assets and
liabilities, as well as the noncontrolling inter@sthe acquiree, at the full amounts of their faitues. SFAS No. 141R also requires an
acquirer to recognize assets acquired and liasldissumed arising from contractual contingencied the acquisition date, measured at their
acquisition-date fair values. An acquirer is regdito recognize assets or liabilities arising fralfrother contingencies (noncontractual
contingencies) as of the acquisition date, measatréltkir acquisition-date fair values, only ifstmore likely than not that they meet the
definition of an asset or a liability in FASB Compte Statement No. 6, “Elements of Financial Statémé&The statement requires the acqu
to recognize goodwill as of the acquisition dateasweed as a residual, which in most types of basinembinations will result in measuring
goodwill as the excess of the consideration transfieplus the fair value of any noncontrolling et in the acquiree at the acquisition date
over the fair value of the identifiable net assatguired. SFAS No. 141R also eliminates the redmgnof a separate valuation allowance,
such as an allowance for credit losses, as ofdtaisition date for assets acquired in a businesthmation that are measured at their
acquisitioneate fair values because the effects of uncertainbut future cash flows should be included inféievalue measurement of thc
assets. SFAS No. 141R should be applied prospéctivdusiness combinations for which the acqusitilate is on or after the beginning of
the first annual reporting period beginning on fteer@December 15, 2008. Earlier adoption is prdkithi The Company believes that the
adoption of SFAS No. 141R will significantly impdtg accounting for any acquisitions it may consuaterin 2009 and beyond.

Also in December 2007, the FASB issued SFAST0, “Noncontrolling Interests in Consolidateddiicial Statements — an amendment
of ARB No. 51.” A noncontrolling interest, sometimealled a minority interest, is a portion of eyt a subsidiary not attributable, directly
or indirectly, to a parent. SFAS No. 160 requitest the ownership interest in subsidiaries helgdngies other than the parent be clearly
identified, labeled and presented in the consdddiatatement of financial position within equityt Beparate from the parent’s equity. The
amount of consolidated net income attributabldéogarent and to the noncontrolling interest isimegl to be clearly identified and presented
on the face of the consolidated statement of incBRAS No. 160 also requires entities to provideldisures that clearly identify and
distinguish between the interests of the parentthadnterests of the noncontrolling owners. SFAS N0 should be applied
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prospectively as of the beginning of a fiscal yieeginning on or after December 15, 2008. Earlieptidn is prohibited. The Company does
not anticipate that the adoption of SFAS No. 160 mdve a significant impact on the reporting affinancial position or results of its
operations.

In February 2008, the FASB issued FASB Staffiton FAS 140-3, “Accounting for Transfers andvéegng of Financial Assets and
Extinguishment of Liabilities” (“FSP 140-3"). FSEQ-3 was issued to provide guidance on accounting transfer of a financial asset and
repurchase financing. FSP 18@resumes that an initial transfer of a finana&det and a repurchase financing are consideredfgae sami
arrangement (“linked transaction”) under SFAS N&D,1‘Accounting for Transfers and Servicing of Fin&l Assets and Extinguishments of
Liabilities.” However, if certain criteria are met, the initiedisfer and repurchase financing should not beauated as a linked transaction :
should be evaluated separately under SFAS No.ASB.140-3 is effective for financial statementséskfor fiscal years beginning after
November 15, 2008 and interim periods within thiiseal years. Earlier application is not permitte&P 14-3 should be applied
prospectively to initial transfers and repurchasaricings for which the initial transfer is exealitn or after the beginning of the fiscal year
for which FSP 140-3 is effective. The Company duoatsbelieve that the adoption of FSP 140-3 willdhavmaterial impact on its financial
position or results of operations.

The FASB issued SFAS No. 161, “Disclosuresuaierivative Instruments and Hedging Activitiesy"March 2008. SFAS No. 161
requires enhanced disclosures about an entityigatie and hedging activities including (a) howdamhy an entity uses derivative
instruments, (b) how derivative instruments andtesl hedging items are accounted for under SFASL8®). “Accounting for Derivative
Instruments and Hedging Activities,” and its rethieterpretations, and (c) how derivative instrutseand related hedged items affect an
entity’s financial position, financial performanaad cash flows. SFAS No. 161 is effective for ficiahstatements issued for fiscal years and
interim periods beginning after November 15, 200, earlier application encouraged. The Compangrids to comply with the disclosure
requirements of SFAS No. 161.

In September 2008, the FASB issued FASB $taffition FAS 133-1 and FIN 45-4, “Disclosures alorddit Derivatives and Certain
Guarantees: An Amendment of FASB Statement No.al®BFASB Interpretation No. 45; and Clarificatidrtiee Effective Date of FASB
Statement No. 161" ("FSP 133-1 & FIN 45-4"). FSPB1B& FIN 45-4 was issued to require sellers ofidrderivatives, including credit
derivatives embedded in a hybrid instrument, to/jpi® disclosures about the current status of tlyengat/performance risk of guarantees,
to clarify the effective date of FASB Statement NI61, “Disclosures about Derivative Instruments Biedlging Activities.”Disclosures abol
credit derivatives will include the nature of thredit derivative, the maximum potential amountwiife payments the seller could be requ
to make, the fair value of the credit derivatived dhe nature of any recourse provisions and eshatFor guarantors that provide credit risk-
related guarantees, the payment/performance riskodiure could be based on either recently issuedreal credit ratings or current internal
groupings used by the guarantor to manage itsFiSI. 133-1 & FIN 45-4 is effective for reportingipels ending after November 15, 2008.
The Company is still evaluating the provisions 8FF133-1 & FIN 45-4 and intends to comply withdisclosure requirements.

Forward-Looking Statements

Management’s Discussion and Analysis of Financ@dition and Results of Operations and other sestaf this quarterly report contain
forward-looking statements that are based on cuegpectations, estimates and projections
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about the Company’s business, management’s balefassumptions made by management. These staseanemtot guarantees of future
performance and involve certain risks, uncertaindied assumptions (“Future Factors”) which aredatiff to predict. Therefore, actual
outcomes and results may differ materially from tikaexpressed or forecasted in such forward-lapkitatements.

Future Factors include changes in interessrapreads on earning assets and interest-bdiabiligies, and interest rate sensitivity;
prepayment speeds, loan originations, credit loaedanarket values on loans, other assets andarallsecuring loans; sources of liquidity;
common shares outstanding; common stock priceilitylafair value of and number of stock-based camgation awards to be issued in
future periods; legislation affecting the finangervices industry as a whole, and M&T and its &lises individually or collectively,
including tax legislation; regulatory supervisiamdaoversight, including monetary policy and reqdicapital levels; changes in accounting
policies or procedures as may be required by tharfeial Accounting Standards Board or other reguyadigencies; increasing price and
product/service competition by competitors, inchgdlhew entrants; rapid technological developmemndschanges; the ability to continue to
introduce competitive new products and servicea timely, cost-effective basis; the mix of prodiésdsvices; containing costs and expenses;
governmental and public policy changes; protectind validity of intellectual property rights; rafiee on large customers; technological,
implementation and cost/financial risks in largeiyltinyear contracts; the outcome of pending andrtitigation and governmental
proceedings, including tax-related examinations@heér matters; continued availability of financifigancial resources in the amounts, at
the times and on the terms required to support M&d its subsidiaries’ future businesses; and nat@ifferences in the actual financial
results of merger, acquisition and investment &ty compared with M&T’s initial expectations, Inding the full realization of anticipated
cost savings and revenue enhancements.

These are representative of the Future Fatttatsould affect the outcome of the forward-lowkstatements. In addition, such statements
could be affected by general industry and marketlitmns and growth rates, general economic anttigadlconditions, either nationally or in
the states in which M&T and its subsidiaries daihess, including interest rate and currency exchaate fluctuations, changes and trends in
the securities markets, and other Future Factors.

-62-




Table of Contents

M&T BANK CORPORATION AND SUBSIDIARIES

Table :
QUARTERLY TRENDS
2008 Quarter 2007 Quarter.
Third Seconc First Fourth Third Seconc First
Earnings and dividends
Amounts in thousands, except per
share
Interest income (taxable-equivalent
basis) $806,61¢ 823,42! 889,94! 918,20( 898,12t 883,14¢ 866,17
Interest expens 313,11 330,94. 405,31: 442,36 425,32t 416,26¢ 410,62:
Net interest incom 493,49¢ 492,48: 484,63: 475,83t 472,80( 466,88:¢ 455,55(
Less: provision for credit loss: 101,00( 100,00 60,00( 101,00( 34,00( 30,00(¢ 27,00(
Other income 113,71° 271,18. 312,66 160,49( 252,89¢ 283,11° 236,48:
Less: other expens 434,76 419,71( 425,70: 445,47 390,52¢ 392,65: 399,03°
Income before income tax 71,45 243,95! 311,59: 89,85: 301,17: 327,35( 265,99¢
Applicable income taxes (benef (24,997 77,83¢ 103,61: 19,291 96,87: 108,20¢ 84,90(
Taxable-equivalent adjustmel 5,26( 5,851 5,78 5,62¢ 5,112 4,972 5,12:
Net income $ 91,18¢ 160,26! 202,19t 64,93( 199,18 214,16¢ 175,97¢
Per common share de
Basic earning $ .83 1.4t 1.84 .6C 1.8¢€ 1.9¢ 1.6C
Diluted earnings .82 1.4 1.82 .6C 1.8¢ 1.9t 1.57
Cash dividend $ .70 .7C .7C .7C .7C .6C .60
Average common shares outstanc
Basic 110,26 110,19: 110,01° 107,85¢ 107,05t 107,93¢ 109,69
Diluted 110,80° 111,22 110,96° 109,03« 108,95° 109,91¢ 112,18°
Performance ratios, annualized
Return or
Average assef .56% .98% 1.25% A2% 1.3% 1.4%% 1.25%
Average common stockholders’
equity 5.6€% 9.96% 12.4% 4.05% 12.7¢% 13.92% 11.3%%
Net interest margin on average earr
assets (taxak-equivalent basis 3.3% 3.3%% 3.3&% 3.45% 3.65% 3.67%0 3.64%
Nonperforming loans to total loans ¢
leases, net of unearned disco 1.4€% 1.2(% 1.0(% .93% .83% .68% .63%
Efficiency ratio (a) 57.2% 54.5% 55.27% 56.3% 53.8(% 52.3% 57.7%
Net operating (tangible) results (b}
Net operating income (in thousan $100,80¢ 170,36: 215,59° 83,71¢ 208,74¢ 224,19( 187,16:
Diluted net operating income per
common shar 91 LSS 1.94 77 1.92 2.04 1.67
Annualized return o
Average tangible asse .65% 1.1(% 1.41% 57% 1.51% 1.65% 1.4(%
Average tangible common
stockholder equity 13.1%% 22.2(% 27.86% 10.4% 26.8(% 29.3%% 24.11%
Efficiency ratio (a) 55.16% 52.41% 52.85% 54.3(% 51.6%% 50.1&% 55.0%
Balance sheet dat:
In millions, except per share
Average balance
Total assets (c $ 64,991 65,584 65,01t 61,54¢ 57,86: 57,52 57,201
Total tangible assets ( 61,627 62,20: 61,61« 58,35t 54,76¢ 54,41t 54,08¢
Earning assel 57,971 58,46¢ 57,71% 54,76t 51,32t 50,98: 50,69:
Investment securitie 9,30: 8,77( 8,92¢ 7,90¢ 7,26( 6,88¢ 7,214
Loans and leases, net of unearn
discount 48,477 49,52 48,57¢ 46,05t 43,75( 43,57: 43,11«
Deposits 39,50: 39,71 39,99¢ 38,56¢ 36,93¢ 37,04¢ 37,96¢
Stockholder’ equity (c) 6,41% 6,46¢ 6,51 6,36( 6,18¢ 6,172 6,27(
Tangible stockholde’ equity (c) 3,04% 3,08¢ 3,112 3,16¢ 3,09(C 3,064 3,14¢
At end of quarte
Total assets (c $ 65,24 65,89: 66,08¢ 64,87¢ 60,00¢ 57,86¢ 57,84:
Total tangible assets ( 61,88 62,517 62,69¢ 61,467 56,91¢ 54,767 54,727
Earning asset 57,43( 57,94¢ 58,03( 57,16: 53,26 51,13 51,04¢
Investment securitie 8,43: 8,65¢ 8,67¢ 8,96: 8,00: 6,982 7,02¢
Loans and leases, net of unearned
discount 48,69 49,11t 49,27¢ 48,02: 44.77¢ 43,74+ 43,507
Deposits 42,501 41,92¢ 41,53 41,26¢ 38,47: 39,41¢ 38,93¢
Stockholder’ equity (c) 6,417 6,51¢ 6,48¢ 6,48t 6,23¢ 6,17¢ 6,25:
Tangible stockholde’ equity (c) 3,05: 3,14: 3,09¢ 3,07¢ 3,14¢ 3,07: 3,13¢
Equity per common sha 58.17 59.17 58.9: 58.9¢ 58.4( 57.5¢ 57.32
Tangible equity per common she 27.61 28.5( 28.1¢ 27.9¢ 29.4¢ 28.6€ 28.71
Market price per common share
High $ 108.5: 98.3¢ 94.0: 108.3: 115.8! 114.3:¢ 125.1¢
Low 53.61 69.9( 70.4¢ 77.3¢ 97.2¢ 104.0( 112.0¢
Closing 89.2¢ 70.5¢ 80.4¢ 81.5% 103.4¢ 106.9( 115.8%




(@) Excludes impact of merg-related expenses and net securities transac

(b) Excludes amortization and balances relategbtwwiwill and core deposit and other intangibleetssand merger-related expenses which,
except in the calculation of the efficiency ratime net of applicable income tax effects. A reckatton of net income and net operating
income appears in table

(c) The difference between total assets and tatajible assets, and stockholders’ equity andildangtockholders’ equity, represents
goodwill, core deposit and other intangible assats of applicable deferred tax balances. A rediaticin of such balances appears in

table 2.
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M&T BANK CORPORATION AND SUBSIDIARIES

Table -
RECONCILIATION OF QUARTERLY GAAP TO NON-GAAP MEASURS
2008 Quarter 2007 Quarter.
Third Seconc First Fourth Third Seconc First

Income statement data
In thousands, except per share
Net income
Net income $ 91,18¢ 160,26 202,19¢ 64,93( 199,18 214,16¢ 175,97¢
Amortization of core deposit and ott

intangible assets (i 9,62¢ 10,09¢ 11,24: 9,71¢ 9,562 10,021 11,18¢
Merger-related expenses ( — — 2,16( 9,07( — — —

Net operating incom $100,80¢ 170,36: 215,59° 83,71¢ 208,74¢ 224,19( 187,16:
Earnings per share
Diluted earnings per common shi $ .82 1.4 1.82 .6C 1.8t 1.9t 1.57
Amortization of core deposit and otk

intangible assets (i .09 .0¢ .AC .09 .09 .09 .10
Mergerrelated expenses ( — — .02 .08 — — —

Diluted net operating earnings per

share $ 91 1.5: 1.94 77 1.92 2.04 1.67

Other expense
Other expens $434,76: 419,71( 425,70« 445,47 390,52¢ 392,65: 399,03°
Amortization of core deposit and otk

intangible assel (15,840 (16,61%) (18,487 (15,979 (15,707) (16,457 (18,35¢)
Mergerrelated expense — — (3,549 (14,887) — — —

Noninterest operating expen $418,92! 403,09! 403,67 414,61! 374,82t 376,19: 380,68:
Merger-related expense:
Salaries and employee bene $ — — 62 1,33: — — —
Equipment and net occupan — — 49 23¢ — — —
Printing, postage and suppli — — 367 1,474 — — —
Other costs of operatiol — — 3,06¢ 11,84: — — —

Total $ — — 3,54 14,88’ — — —
Balance sheet dat:
In millions
Average assets
Average asse! $ 64,991 65,58 65,01t 61,54¢ 57,86: 57,52 57,201
Goodwill (3,197 (3,197 (3,196 (3,00€) (2,909 (2,909 (2,909
Core deposit and other intangible

asset: (20€) (222) (239) (213) (208) (223 (241)
Deferred taxe 28 31 34 25 21 24 28

Average tangible asse $ 61,621 62,20 61,61« 58,35¢ 54,76¢ 54,41t 54,08t
Average equity
Average equity $ 6,41F 6,46¢ 6,51 6,36( 6,18¢ 6,172 6,27(C
Goodwill (3,197 (3,197 (3,196 (3,00€) (2,90¢ (2,909 (2,909
Core deposit and other intangible

asset: (20€) (222) (239) (213) (208) (223 (241)
Deferred taxe 28 31 34 25 21 24 28

Average tangible equit $ 3,04t 3,08¢ 3,112 3,16€ 3,09(C 3,06/ 3,14¢
At end of quarter
Total assets
Total asset $ 65,24 65,89: 66,08¢ 64,87¢ 60,00¢ 57,86¢ 57,84:
Gooduwill (3,197 (3,197) (3,197) (3,19¢) (2,909 (2,909 (2,909
Core deposit and other intangible

asset: (299 (219 (230) (249) (200) (21€) (232
Deferred taxe 27 3C 32 36 20 23 26

Total tangible asse $ 61,88: 62,517 62,69¢ 61,467 56,91¢ 54,76 54,721
Total equity
Total equity $ 6,417 6,51¢ 6,48¢ 6,48t 6,23¢ 6,17¢ 6,257
Goodwill (3,197) (3,197) (3,197) (3,19¢) (2,909 (2,909 (2,909
Core deposit and other intangible

asset: (299 (219 (230) (249) (200) (21€) (232
Deferred taxe 27 3C 32 36 20 23 26

Total tangible equit $ 3,058 3,14: 3,09¢ 3,07¢ 3,14¢ 3,07: 3,13¢

() After any related tax effec
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M&T BANK CORPORATION AND SUBSIDIARIES

Table :
AVERAGE BALANCE SHEETS AND ANNUALIZED TAXABLE-EQUIVALENT RATES
2008 Third Quarte 2008 Second Quart: 2008 First Quarte
Average Average Average Average Average Average
Average balance in millions; interest in thousands Balance Interest Rate Balance Interest Rate Balance Interest Rate
Assets
Earning assel
Loans and leases, net of unearned disca
Commerecial, financial, et $ 13,88: $177,49° 5.0¢% 13,80( 176,35: 5.14% 13,30¢ 200,50¢ 6.0€%
Real estat— commercia 18,557 260,87¢ 5.62 18,49: 266,32: 5.7¢ 17,99« 285,83: 6.3t
Real estat— consume 4,96¢ 74,58: 6.01 6,02¢ 91,03t 6.04 5,971 92,17¢ 6.17
Consume! 11,07« 175,55¢ 6.31 11,20t 178,59¢ 6.41 11,29¢ 193,93t 6.91
Total loans and leases, 1 48,477 688,51t 5.6 49,52: 712,30¢ 5.7¢ 48,57t 772,45 6.4C
Interes-bearing deposits at ban 9 25 1.0¢ 8 22 1.14 1C 44 1.6
Federal funds sold and agreements to r
securities 10z 51F 2.01 101 492 1.9€ 12¢ 95¢€ 2.9¢
Trading accoun 80 35¢ 1.81 64 143 .90 75 25¢ 1.3¢
Investment securities*
U.S. Treasury and federal agenc 4,067 50,08t 4.9C 3,462 40,99¢ 4.7€ 3,52 41,75 471
Obligations of states and political subdivisi 12¢ 2,191 6.7¢ 14C 2,45¢ 7.0z 14¢ 2,43¢ 6.5¢€
Other 5,107 64,92: 5.0€ 5,16¢ 67,00¢ 5.2z 5,252 72,03¢ 5.52
Total investment securitie 9,302 117,19¢ 5.01 8,77( 110,45¢ 5.07 8,92¢ 116,22¢ 5.24
Total earning assets 57,97. 806,61 5.54 58,46¢ 823,42! 5.6€ 57,71 889,94! 6.2C
Allowance for credit losse (790) (792) (77¢)
Cash and due from ban 1,23¢ 1,20¢ 1,297
Other asset 6,58( 6,702 6,78%
Total asset $ 64,99 65,58¢ 65,01¢
Liabilities and stockholders’ equity
Interes-bearing liabilities
Interes-bearing deposit
NOW account $ 484 65E .54 51z 62¢ .49 484 1,01¢ .8E
Savings deposil 18,19: 58,917 1.2¢ 18,09: 60,317 1.34 16,84 66,62: 1.5¢
Time deposit: 9,31¢ 72,10( 3.0¢ 9,21¢ 79,461 3.47 10,41¢ 106,64. 4.1z
Deposits at foreign offic 3,831 18,70¢ 1.94 4,31« 22,07t 2.0€ 4,821 38,37¢ 3.2C
Total interes-bearing deposit 31,83( 150,38: 1.8€ 32,13« 162,48¢ 2.02 32,56¢ 212,65( 2.62
Shor-term borrowings 5,392 28,15t 2.0¢ 6,86¢ 42,61 2.4¢ 7,15:% 61,62: 3.4€
Long-term borrowings 12,66¢ 134,57¢ 4.2% 11,40° 125,84: 4.44 10,27( 131,03! 5.1%
Total interest-bearing liabilities 49,88¢ 313,11! 2.5C 50,41( 330,94 2.64 49,987 405,31: 3.2€
Noninteres-bearing deposit 7,67% 7,57 7,43t
Other liabilities 1,021 1,12¢ 1,08(
Total liabilities 58,58: 59,11¢ 58,50:
Stockholder' equity 6,41°F 6,46¢ 6,518
Total liabilities and stockholde’ equity $ 64,997 65,58¢ 65,01¢
Net interest spree 3.04 3.0z 2.94
Contribution of intere-free funds .35 .37 44
Net interest income/margin on earning as $493,49¢ 3.3% 492,48 3.3% 484,63: 3.3t%
* Includes nonaccrual loans. (continued

** |ncludes available for sale securities at amortized cost.
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M&T BANK CORPORATION AND SUBSIDIARIES

AVERAGE BALANCE SHEETS AND ANNUALIZED TAXABLE-EQUIVALENT RATES (continued)

2007 Fourth Quarte

Table 3 (continuet

2007 Third Quarte

Average Average Average Average
Average balance in millions; interest in thousands Balance Interest Rate Balance Interest Rate
Assets
Earning asset
Loans and leases, net of unearned discc
Commercial, financial, ett $ 12,55: $218,31¢ 6.9(% 12,23¢ 223,52! 7.25%
Real estat— commercia 16,45¢ 293,13! 7.12 15,47 291,56¢ 7.54
Real estat— consume 6,32 97,00¢ 6.1:2 5,91¢ 95,62¢ 6.47
Consume 10,71¢ 198,50 7.3E 10,12¢ 191,62¢ 7.51
Total loans and leases, 1 46,05¢ 806,97 6.9t 43,75( 802,35 7.2
Interes-bearing deposits at ban 12 10z 3.4¢ 8 64 3.27
Federal funds sold and agreements to resell
securities 72t 8,871 4.8¢ 24¢ 3,42¢ 5.47
Trading accoun 68 258 1.4¢ 59 14& .98
Investment securities*
U.S. Treasury and federal agenc 2,36¢ 26,82¢ 4.5C 2,15¢ 23,93t 4.4C
Obligations of states and politic
subdivisions 121 2,04¢ 6.7t 10¢ 2,04C 7.58
Other 5,42( 73,12¢ 5.3t 4,99¢ 66,167 5.2
Total investment securitie 7,90k 102,00: 5.12 7,26( 92,137 5.04
Total earning asset: 54,76¢ 918,20( 6.6t 51,32¢ 898,12¢ 6.94
Allowance for credit losse (717) (675)
Cash and due from ban 1,302 1,23t
Other asset 6,19: 5,971
Total asset $ 61,54¢ 57,86
Liabilities and stockholders’ equity
Interes-bearing liabilities
Interes-bearing deposit
NOW accountt $ 491 1,46¢ 1.1¢ 464 982 .84
Savings deposil 15,26¢ 65,63t 1.71 14,90¢ 62,88: 1.67
Time deposit: 10,35: 118,61: 4.5t 9,88( 117,06 4.7C
Deposits at foreign offic 4,97¢ 56,67« 4.52 4,324 55,66¢ 5.11
Total interes-bearing deposit 31,08 242,38t 3.0¢ 29,57¢ 236,59! 3.17
Shor-term borrowings 5,89¢ 68,63¢ 4.6z 5,22¢ 68,37¢ 5.1¢
Long-term borrowings 9,80¢ 131,33¢ 5.31 8,661 120,35! 5.51
Total interest-bearing liabilities 46,79: 442,36: 3.7¢ 43,46¢ 425,32¢ 3.8¢
Noninteres-bearing deposit 7,481 7,36(
Other liabilities 91€ 851
Total liabilities 55,18¢ 51,67¢
Stockholder’ equity 6,36( 6,18¢
Total liabilities and stockholders’
equity $ 61,54¢ 57,86:
Net interest sprea 2.9C 3.0€
Contribution of intere-free funds 55 .5¢
Net interest income/margin on earning as $475,83¢ 3.45% 472,80( 3.65%
* Includes nonaccrual loans.

**  |ncludes available for sale securities at amortized cost.
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Item 3. Quantitative and Qualitative DisclosuresoAbMarket Risk.

Incorporated by reference to the discussioniained under the caption “Taxable-equivalent Me&grest Income” in Part |, ltem 2,
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations.”

Iltem 4. Controls and Procedures.

(a) Evaluation of disclosure controls and pahaes. Based upon their evaluation of the effentgs of M&T’s disclosure controls and
procedures (as defined in Exchange Act rules 13a}Emd 15d-15(e)), Robert G. Wilmers, ChairmathefBoard and Chief Executive
Officer, and René F. Jones, Executive Vice Presided Chief Financial Officer, concluded that M&Tisclosure controls and procedures
were effective as of September 30, 2008.

(b) Changes in internal control over financggorting. M&T regularly assesses the adequadtg dfiternal control over financial reporting
and enhances its controls in response to inteordlal assessments and internal and external anditegulatory recommendations. No
changes in internal control over financial repaytirave been identified in connection with the eatitn of disclosure controls and procedt
during the quarter ended September 30, 2008 thvat imaterially affected, or are reasonably likelyrtaterially affect, M&TS internal contrc
over financial reporting.

PART II. OTHER INFORMATION
Item 1. Legal Proceedings.

M&T and its subsidiaries are subject in thenmal course of business to various pending anditened legal proceedings in which claims
for monetary damages are asserted. Managememtcaftsultation with legal counsel, does not anéitéthat the aggregate ultimate liability
arising out of litigation pending against M&T os subsidiaries will be material to M&T’s consoliddtfinancial position, but at the present
time is not in a position to determine whether slitidation will have a material adverse effect & T's consolidated results of operations in
any future reporting period.

Item 1A. Risk Factors.

For a discussion of risk factors relating t&M refer to the response to Item 1A. to Part Fofm 10-K for the year ended December 31,
2007, as well as to Part I, Item I, “Financial 8taents” and Part [, Item 2, “Management’s Discussiod Analysis of Financial Condition
and Results of Operations” included in this QuéytBeport on Form 10-Q. Additional risk factors /d&T include:

. The significant downturn in the residential realate market that began in 2007 has continue@08.2T'he impact of that downturn
has resulted in declining home prices, higher fosaes and loan charge-offs, and lower markeepran investment securities
backed by residential real estate. These factarkl g@gatively impact M&’s results of operation

. Lower demand for M&”s products and services and lower revenues anthgarcould result from an economic recess
. Lower fee income from M&’s brokerage, and trust businesses could resultdignificant declines in stock market pric
. Lower earnings could result from ot-than temporary impairment charges related to I's investment securities portfoli

. Higher FDIC insurance costs due to bank failtines have caused the FDIC Deposit Insurance Fufalltoelow minimum required
levels.

. There is no assurance that the Emergency Econawtididation Act of 2008 will improve the conditiaf the financial market:
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Item 2. Unregistered Sales of Equity Securities @ad of Proceeds.

(a) — (b) Not applicable.

(©)
Issuer Purchases of Equity Securil

(d)Maximum
(c)Total Number (or
Number o Approximate
Shares Dollar Value)

(or Units) of Shares

Purchasel (or Units)
(a)Total as Parto that may ye
Number (b)Averagt Publicly be Purchase

of Shares Price Paic Announce: Under the

(or Units) per Share Plans ol Plans ol
Period Purchased (. (or Unit) Programs Programs (2
July 1- July 31, 200¢ — $ — — 2,181,501
August 1- August 31, 200t — — — 2,181,501
September - September 30, 20( 29¢ 93.5( — 2,181,501

Total 29¢ $ 93.5( —

(1) The total number of shares purchased duhiegeriods indicated includes shares deemed tobeame received from employees who
exercised stock options by attesting to previoasiguired shares in satisfaction of the exercissepsds is permitted under M&T’s stock
option plans

(2) On February 22, 2007, M&T announced a progi@apurchase up to 5,000,000 shares of its comnomk.sNo shares were purchased
under such program during the periods indice

Item 3 Defaults Upon Senior Securities.
(Not applicable.

Item 4 Submission of Matters to a Vote of Security Holders
(None.)

ltem 5 Other Information.
(None.)
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Iltem 6. Exhibits.

The following exhibits are filed as a parthis report.

Exhibit

No.

31.1

31.2

32.1

32.2

Certificate of Chief Executive Officer under Seati®02 of the Sarban-Oxley Act of 2002. Filed herewitl
Certificate of Chief Financial Officer under Secti802 of the Sarban-Oxley Act of 2002. Filed herewitl

Certification of Chief Executive Officer under 183JC. §1350 pursuant to Section 906 of the Sarb@mésy Act of 2002.
Filed herewith

Certification of Chief Financial Officer under 183JC. §1350 pursuant to Section 906 of the Sarb@mésy Act of 2002.
Filed herewith

SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

M&T BANK CORPORATION

Date: November 7, 2008 By: /s/ René F. Jone:

René F. Jone:
Executive Vice President
and Chief Financial Office
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EXHIBIT INDEX

Exhibit
No.

31.1 Certification of Chief Executive Officer under Siect 302 of the Sarban-Oxley Act of 2002. Filed herewitl
31.2 Certification of Chief Financial Officer under Sieet 302 of the Sarban-Oxley Act of 2002. Filed herewitl

32.1 Certification of Chief Executive Officer under 183JC. 81350 pursuant to Section 906 of the Sarb@mé=y Act of 2002.
Filed herewith

32.2 Certification of Chief Financial Officer under 18%JC. §1350 pursuant to Section 906 of the Sarb@mésy Act of 2002.
Filed herewith
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EXHIBIT 31.1

CERTIFICATIONS
I, Robert G. Wilmers, certify that:

1. I have reviewed this quarterly report on Forn-Q of M&T Bank Corporation

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgttéde a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nieadisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this rep

4. The registrant’s other certifying officer(s) andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13e-15(f) and 15-15(f)) for the registrant and hav

a) designed such disclosure controls and proceduresused such disclosure controls and procedures teesigned under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidigiris made known to us by others within
those entities, particularly during the period ihigh this report is being prepare

b) designed such internal control over financial réipgr or caused such internal control over finahi@aorting to be designed under our
supervision, to provide reasonable assurance rieggiite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principle

c) evaluated the effectiveness of the registrant'sloissire controls and procedures and presentedsimeport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

d) disclosed in this report any change in the registganternal control over financial reporting thatcurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thathaterially affected, or is reasonably likely
to materially affect, the registr¢ s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) anbdve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
functions):

a) all significant deficiencies and material weaknedsehe design or operation of internal contra¢iofinancial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refgmancial information; ani

b) any fraud, whether or not material, that involvesnaggement or other employees who have a signifiodain the registrant’s internal
control over financial reporting

Date: November 7, 2008

By: /s/ Robert G. Wilmer
Robert G. Wilmer:
Chairman of the Board and
Chief Executive Office




EXHIBIT 31.2

CERTIFICATIONS
I, René F. Jones, certify that:
1. I have reviewed this quarterly report on Foi®rQ of M&T Bank Corporation;

2. Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer(s)danare responsible for establishing and maintgmiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andéiav

a) designed such disclosure controls and procedoresiused such disclosure controls and procedortes designed under our supervisiol
ensure that material information relating to thgiseant, including its consolidated subsidiariesnade known to us by others within thi
entities, particularly during the period in whidtig report is being prepared;

b) designed such internal control over financigloming, or caused such internal control over foialhreporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and

d) disclosed in this report any change in the tegis's internal control over financial reportirftat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thathaterially affected, or is reasonably likely
to materially affect, the registrant’s internal tmhover financial reporting; and

5. The registrant’s other certifying officer(s)danhave disclosed, based on our most recent ev@tuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weadses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a signifiole in the registrant’s internal
control over financial reporting.

Date: November 7, 2008

By: /s/ René F. Jone¢
René F. Jone
Executive Vice President
and Chief Financial Office




EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER UNDER 18.8.C. §1350

I, Robert G. Wilmers, Chairman of the Board andeCRixecutive Officer of M&T Bank Corporation, cdyti pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 18%;

(1) the Quarterly Report on Form 10-Q of M&Tri&aCorporation for the quarterly period ended Seyier 30, 2008 (the “Report”)
fully complies with the requirements of Sectiond)3¢r 15(d) of the Securities Exchange Act of 1@3U.S.C. 78m or 780(d));
and

(2) the information contained in the Reportljapresents, in all material respects, the finahcondition and results of operations of
M&T Bank Corporation

The foregoing certification is being furnished $pleursuant to 18 U.S.C. 81350 and is not beirggfés part of the Report or as a separate
disclosure document.

/s/ Robert G. Wilmers

Robert G. Wilmer:
November 7, 200

A signed original of this written statement reqdit®y Section 906, or other document authenticatiegnowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement regdiby Section 906, has been provided to
M&T Bank Corporation and will be retained by M&T BlaCorporation and furnished to the Securities Brechange Commission or its staff
upon request.




EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER UNDER 18 8.C. 81350

I, René F. Jones, Executive Vice President andfEmancial Officer of M&T Bank Corporation, cenif pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 18%;
(1) the Quarterly Report on Form 10-Q of M&Tri&aCorporation for the quarterly period ended Seyer 30, 2008 (the “Report”)
fully complies with the requirements of Sectiond)3¢r 15(d) of the Securities Exchange Act of 1@3U.S.C. 78m or 780(d));
and

(2) the information contained in the Reportljapresents, in all material respects, the finahcondition and results of operations of
M&T Bank Corporation

The foregoing certification is being furnished $pleursuant to 18 U.S.C. 81350 and is not beiregfés part of the Report or as a separate
disclosure document.

/s/ René F. Jones
René F. Jone
November 7, 200

A signed original of this written statement reqdit®y Section 906, or other document authenticaticgnowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement regdiby Section 906, has been provided to
M&T Bank Corporation and will be retained by M&T BlaCorporation and furnished to the Securities Brechange Commission or its staff

upon request.




