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WILMINGTON TRUST (UK) LIMITED
STRATEGIC REPORT

FOR THE YEAR ENDED 31 DECEMBER 2021

The directors present the group strategic report and financial statements for the year ended 31 December 2021.

Fair review of the business
Wilmington Trust (UK) Limited remains an investment holding company owning investments in companies engaged
in management and consultancy services, as well as trustee and agent services.

The company is a non-trading holding company and as such is dependent on the support of fellow group companies,
notably its trading subsidiaries, to settle costs incurred by the company on its behalf. The company shares common
directors with the trading subsidiaries and owns 100% of the share capital of these companies. Please refer to note 7
for details. ‘

The company has taken advantage of the exemption under section 401 of the Companies Act 2006 not to prepare
consolidated accounts. The financial statements present information about the company as an individual entity and not
about its group.

PRINCIPAL RISKS AND UNCERTAINTIES
Currency risk

The company’s activities expose it to the financial risks of changes in foreign currency exchange rates, some of which -
are naturally hedged against expense. Surplus balances are managed and traded for local currency as and when markets
allow in all European locations.

Competition risk

Competition from other services provides introduces the risk of losing business or reduction in fees. The directors feel
that the Wilmington brand name is highly regarded and recognised in the market giving an advantage over other
businesses.

Legislation change risk
Changes in current rules and regulations surrounding our business can always bring in new risks however this risk is
negligible.

KEY PERFORMANCE INDICATORS

As the company operates as a holding company, the directors judge the performance of the business by reference to
the performance of the subsidiary group companies in which the company is invested, focusing on growth in turnover
and profit before taxation:

«  Group turnover increased 8% in 2021 (2020: 9% increase) driven by growth in structured finance transactions
»  Profit before taxation decreased by 7% in 2021 (2020: 2% decrease) as a result of increased staff costs to support
the long-term growth of the businesses

The company has taken advantage of the exemption under section 401 of the Companies Act 2006 not to prepare
consolidated accounts. The financial statements present information about the company as an individual entity and not
about its group.

Subsequent to year-end, the management took the decision to wind-down the operations of Wilmington Trust SAS
and, as such, the company impaired its investment in this entity by an amount of £937,901, which is reflected in these
financial statements. The directors continue to believe that all other investments remain well positioned for future
growth.

The directors continue to believe the companies are well positioned for future growth.

By order of the board

Wilmington Trust SP Services (London) Limited
Secretary
16 December 2022



WILMINGTON TRUST (UK) LIMITED
DIRECTOR’S REPORT

FOR THE YEAR ENDED 31 DECEMBER 2021

The directors present their report and the audited financial statements of Wilmington Trust (UK) Limited (the
‘Company’) for the year ended 31 December 2021.

PRINCIPAL ACTIVITY

The principal activity of the company continued to be that of an investment holding company. It owns the entire
shareholding of Wilmington Trust SP Services (London) Limited, Wilmington Trust SP Services (Dublin) Limited
and Wilmington Trust SP Services (Frankfurt) GmbH, who are engaged in providing management and consultancy
services, Wilmington Trust (London) Limited, Wilmington Trust SAS and Wilmington Trust (Milano) Srl who are
engaged in providing Trustee and Agent services, all primarily, though not exclusively, to special purpose companies
involved in asset backed financing transactions and syndicated loans.

THE DIRECTORS
The directors who served the Company throughout the year and to the date of this report were as follows:

W J Farrell Il (Resigned 19 May 2022)

J M Beeson (Resigned 31 March 2021)

A Geraghty

E K Lockhart

N Patch (Resigned 30 April 2022)

A R Mrozinski (Appointed 31 March 2021)

DIVIDENDS
The Directors have not recommended a dividend for the year (2020: £Nil).

GOING CONCERN

The financial statements have been prepared on the going concern basis as the directors have a reasonable expectation
that the company has adequate resources to continue in operational existence for the foreseeable future. In particular,
management has assessed the likely cash requirements over the 12 months from the date of signing the financial
statements and concluded that they have sufficient working capital to enable the company to continue trading.

Wilmington Trust (UK) Limited is a non-trading holding company and as such is dependent on the support of fellow
group companies, notably its trading subsidiaries, to settle costs incurred by the company on its behalf. The company
shares common directors with the trading subsidiaries and owns 100% of the share capital of these companies. As a
result, the directors are satisfied that support will continue to be provided for at least 12 months from the date of
signing the financial statements of the company.

Having taken into account the information available to them to the date of signing the financial statements,
management are satisfied that the company remains a going concern.

THIRD PARTY INDEMNITIES

The Company has granted an indemnity to its directors against liability in respect of proceedings brought by third
parties, subject to the conditions set out in section 234 of the Companies Act 2006. Such qualifying third party
indemnity provision remained in force during the year and also at the date of approval of the directors’ report and
financial statements.

INDEPENDENT AUDITORS’ APPOINTMENT

RSM UK Audit LLP, Chartered Accountants, have indicated their willingness to be reappointed for another term and
appropriate arrangements have been put in place for them to be deemed reappointed as auditors in the absence of an
Annual General Meeting.

STATEMENT OF DISCLOSURE TO AUDITOR

So far as the directors are aware, there is no relevant audit information of which the company's auditors are unaware.
Additionally, the directors have taken all the necessary steps that they ought to have taken as directors in order to make
themselves aware of all relevant audit information and to establish that the company's auditors are aware of that
information.



WILMINGTON TRUST (UK) LIMITED
DIRECTOR’S REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

STATEMENT OF DIRECTORS RESPONSIBILITIES

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial statements in accordance with applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice), including FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland™. Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the company
and of the profit or loss of the company for that year.

In preparing these financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;
e make judgments and accounting estimates that are reasonable and prudent; and

prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible
for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities.

This report was approved by the Board of Directors and signed on its behalf by:

Mr A Geraghty
Director
16 December 2022



INDEPENDENT AUDITORS REPORT TO THE MEMBERS OF WILMINGTON TRUT (UK)
LIMITED

Opinion

We have audited the financial statements of Wilmington Trust (UK) Limited (the ‘company’) for the year
ended 31 December 2021 which comprise the statement of comprehensive income, balance sheet, the
statement of changes in equity, statement of cash flows and notes to the financial statements, including
significant accounting policies. The financial reporting framework that has been applied in their
preparation is applicable law and United Kingdom Accounting Standards, including FRS 102 “The
Financial Reporting Standard applicable in the UK and Republic of Ireland” (United Kingdom Generally
Accepted Accounting Practice).

In our opinion, the financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2021 and of its
loss for the year then ended,;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; .

e have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of the
company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis
of accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events
or conditions that, individually or coliectively, may cast significant doubt on the company’s ability to continue
as a going concern for a period of at least twelve months from when the financial statements are authorised
for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in
the relevant sections of this report.

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor's report thereon. The directors are responsible for the other information
contained within the annual report. Our opinion on the financial statements does not cover the other
information and, except to the extent otherwise explicitly stated in our report, we do not express any form
of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information
is materially inconsistent with the financial statements or our knowledge obtained in the course of the audit
or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent
material misstatements, we are required to determine whether this gives rise to a material misstatement in
the financial statements themselves. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.



INDEPENDENT AUDITORS REPORT TO THE MEMBERS OF WILMINGTON TRUT (UK)
LIMITED

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

e the information given in the strategic report and the directors’ report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and

e the strategic report and the directors’ report have been prepared in accordance with applicable
legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course
of the audit, we have not identified material misstatements in the strategic report or the directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or

¢ the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement on page 4, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view, and
for such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

The extent to which the audit was considered capable of detecting irregularities, including fraud

Irregularities are instances of non-compliance with laws and regulations. The objectives of our audit are to
obtain sufficient appropriate audit evidence regarding compliance with laws and regulations that have a
direct effect on the determination of material amounts and disclosures in the financial statements, to perform
audit procedures to help identify instances of non-compliance with other laws and regulations that may
have a material effect on the financial statements, and to respond appropriately to identified or suspected
non-compliance with laws and regulations identified during the audit.

In relation to fraud, the objectives of our audit are to identify and assess the risk of material misstatement
of the financial statements due to fraud, to obtain sufficient appropriate audit evidence regarding the
assessed risks of material misstatement due to fraud through designing and implementing appropriate
responses and to respond appropriately to fraud or suspected fraud identified during the audit.

6



INDEPENDENT AUDITORS REPORT TO THE MEMBERS OF WILMINGTON TRUT (UK)
LIMITED

However, it is the primary responsibility of management, with the oversight of those charged with
governance, to ensure that the entity's operations are conducted in accordance with the provisions of laws
and regulations and for the prevention and detection of fraud.

In identifying and assessing risks of material misstatement in respect of irregularities, including fraud, the
audit engagement team:

e obtained an understanding of the nature of the industry and sector, including the legal and
regulatory framework that company operates in and how the company is complying with the legal
and regulatory framework;

e inquired of management, and those charged with governance, about their own identification and
assessment of the risks of irregularities, including any known actual, suspected or alleged instances
of fraud,;

e discussed matters about non-compliance with laws and regulations and how fraud might occur
including assessment of how and where the financial statements may be susceptible to fraud.

As a result of these procedures we consider the most significant laws and regulations that have a direct
impact on the financial statements are FRS 102, the Companies Act 2006 and tax compliance regulations.
We performed audit procedures to detect non-compliances which may have a material impact on the
financial statements which included reviewing financial statement disclosures, inspecting correspondence
with local tax authorities and evaluating advice received from external tax advisors.

The most significant laws and regulations that have an indirect impact on the financial statements are those
in relation to GDPR, Anti Money Laundering Regulations and Bribery Act and Anti-Corruption Regulations.
We performed audit procedures to inquire of management and those charged with governance whether the
company is in compliance with these law and regulations.

The audit engagement team identified the risk of management override of controls as the area where the
financial statements were most susceptible to material misstatement due to fraud. In respect of
management override, audit procedures performed included but were not limited to testing manual journal
entries and other adjustments and evaluating the business rationale in relation to any significant, unusual
transactions and transactions entered into outside the normal course of business.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’s website at: http://www.frc.org.uk/auditorsresponsibilities. This description forms part of
our auditor’s report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditor’s report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opinions we
have formed.

Saxon Moseley

Saxon Moseley (Senior Statutory Auditor)

For and on behalf of RSM UK Audit LLP, Statutory Auditor
Chartered Accountants

25 Farringdon Street

London, EC4A 4AB

16 December 2022




WILMINGTON TRUST (UK) LIMITED

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2021

Adrﬁinistrative expenses

Impairment

Dividends from group undertakings

(Loss)/profit before taxation

Taxation

(Loss)/profit and total comprehensive income for

the year

All operations were continuing in the current year.

Note

2021 2020
£ £
(23,538) (22,258)
(937,901) -
- 2,220,000
(961,439) 424,553
3,946 181
(957,493) 424,734

The notes on pages 12 to 18 form part of these financial statements.
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WILMINGTON TRUST (UK) LIMITED
STATEMENT OF FINANCIAL POSITION

FOR THE YEAR ENDED 31 DECEMBER 2021

2021 2020

Note £ £
Fixed assets :
Investments 6 13,195,765 14,133,666
Current Assets
Debtors 8 224,157 223,809
Cash at bank and in hand 606,526 625,476

830,683 849,285

Creditors: amounts falling due within one year 9 (13,118) (12,128)
Net current assets 817,565 837,157
Total assets less current liabilities 14,013,330 14,970,823
Capital and reserves
Called up share capital 11 50 50
Share premium account 12 3,599,950 3,599,950
Capital contribution 12 5,049,546 5,049,546
Profit and loss reserves 12 5,363,784 6,321,277
Total equity 14,013,330 14,970,823

These financial statements of Wilmington Trust (UK) Limited were approved and authorised for issue by the Board of
Directors on 16 December 2022 and signed on its behalf by:

Type text here

Mr A Geraghty
Director

The notes on pages 12 to 18 form part of these financial statements.
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WILMINGTON TRUST (UK) LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2021

Balance at | January 2022
Period ended 31 December 2020

Profit and total comprehensive income
for the year

Balance at 31 December 2020
Period ended 31 December 2021

Loss and total comprehensive income
for the year

Balance at 31 December 2021

The notes on pages 12 to 18 form part of these financial statements.

Share Share Capital Profit Total
capital premium contribution and loss
account reserve

£ £ £ £ £

50 3,599,950 5,049,546 5,896,543 14,546,089

- - - 424,734 424,734

50 3,599,950 5,049,546 6,321,277 14,970,823

R - - (957,493) (957,493)

50 3,599,950 5,049,546 5,363,784 14,013,330
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WILMINGTON TRUST (UK) LIMITED

STATEMENT OF CASHFLOWS

FOR THE YEAR ENDED 31 DECEMBER 2021

Cash flows from operating activities
Cash absorbed from operations
Income tax refunded

Net cash inflow/(outflow) from operating activities

Cash flows from investing activities
Capital contribution to subsidiary entity
Dividend income from investment

Net cash inflow from investing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

11

Notes

2021 2020
£ £
(18,950) (3,207)
- 181
(18,950) (3,026)
. (2,150,065)
- 2,200,000
- 49,935
(18,950) 46,909
625,476 578,567
606,526 625,476




WILMINGTON TRUST (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2021
1. ACCOUNTING POLICIES

Wilmington Trust (UK) Limited is a company limited by shares incorporated in England and Wales. The registered office
is Third Floor, 1 King's Arms Yard, London, EC2R 7AF.

The company's principal activities are disclosed in the Directors' Report. The nature of the company's operations are that
of an investment holding company.

Basis of preparation
These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting Standard applicable
in the UK and Republic of Ireland” (“FRS 102”) and the requirements of the Companies Act 2006.

The financial statements are prepared in sterling, which is the functional currency of the company. Monetary amounts in
these financial statements are rounded to the nearest £.

The financial statements have been prepared under the historical cost convention. The principal accounting policies
adopted are set out below.

Consolidated financial statements

The company has taken advantage of the exemption under section 401 of the Companies Act 2006 not to prepare
consolidated accounts. The financial statements present information about the company as an individual entity and not
about its group.

Going concern

The financial statements have been prepared on the going concern basis as the directors have a reasonable expectation
that the company has adequate resources to continue in operational existence for the foreseeable future. In particular,
management has assessed the likely cash requirements over the 12 months from the date of signing the financial statements
and concluded that they have sufficient working capital to enable the company to continue trading.

Wilmington Trust (UK) Limited is a non-trading holding company and as such is dependent on the support of fellow

" group companies, notably its trading subsidiaries, to settle costs incurred by the company on its behalf. The company
shares common directors with the trading subsidiaries, and owns 100% of the share capital of these companies. As a
result, the directors are satisfied that support will continue to be provided for at least 12 months from the date of signing
the financial statements of the company.

Having taken into account the information available to them to the date of signing the financial statements, management
are satisfied that the company remains a going concern.

Subsequent events

Some uncertainties in the economy related to the economic conditions in the UK and Europe in addition to the geopolitical
issues such as the war in Ukraine and continued uncertainty surrounding Brexit. The Directors are confident that the group
remains in a strong position due to the nature of the annually recurring business which will enable the business to continue
operating as normal with minimal impact.

Subsequent to year-end, the management took the decision to wind-down the operations of Wilmington Trust SAS and,
as such, the company impaired its investment in this entity by an amount 0of £937,901, which is reflected in these financial
statements. The directors continue to believe that all other investments remain well positioned for future growth.

Fixed asset investments

Interests in subsidiaries are initially measured at cost and subsequently measured at cost less any accumulated impairment
losses. The investments are assessed for impairment at each reporting date and any impairment losses or reversals of
impairment losses are recognised immediately in profit or loss.

A subsidiary is an entity controlled by the company. Control is the power to govern the financial and operating policies
of the entity so as to obtain benefits from its activities.

Finance costs

Finance costs are charged to the Statement of comprehensive income over the term of the debt using the effective interest
method so that the amount charged is at a constant rate on the carrying amount. Issue costs are initially recognised as a
reduction in the proceeds of the associated debt instrument.
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WILMINGTON TRUST (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021
1. ACCOUNTING POLICIES (continued)

Financial instruments
The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ of FRS 102 to all of its
financial instruments.

Financial instruments are recognised when the company becomes party to the contractual provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial statements, when there is a
legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis or to realise
the asset and settle the liability simultaneously.

Financial assets are classified into specific categories. The classification depends on the nature and purpose of the
financial assets and is determined at the time of recognition.

Basic financial assets

Basic financial assets, which include trade and other receivables and cash and bank balances, are initially measured
at transaction price including transaction costs and are subsequently carried at amortised cost using the effective
interest method unless the arrangement constitutes a financing transaction, where the financial asset is measured at
the present value of the future receipts discounted at a market rate of interest.

Impairment of financial assets
Financial assets, other than those held at fair value through profit and loss, are assessed for indicators of impairment
at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that occurred
after the initial recognition of the financial asset, the estimated future cash flows have been affected. If an asset is
impaired, the impairment loss is the difference between the carrying amount and the present value of the estimated
cash flows discounted at the asset’s original effective interest rate. The impairment loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was recognised, the
impairment is reversed. The reversal is such that the current carrying amount does not exceed what the carrying amount
would have been, had the impairment not previously been recognised. The impairment reversal is recognised in profit
or loss.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire or are settled,
or when the company transfers the financial asset and substantially all the risks and rewards of ownership to another
entity, or if some significant risks and rewards of ownership are retained but control of the asset has transferred to
another party that is able to sell the asset in its entirety to an unrelated third party.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements
entered into. An equity instrument is any contract that evidences a residual interest in the assets of the company after
deducting all of its liabilities.

Basic financial liabilities

Basic financial liabilities, including trade and other payables, are initially recognised at transaction price unless the
arrangement constitutes a financing transaction, where the debt instrument is measured at the present value of the
future payments discounted at a market rate of interest.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.
Derecognition of financial liabilities

Financial liabilities are derecognised when, and only when, the company’s contractual obligations are discharged,
cancelled, or they expire.

13



WILMINGTON TRUST (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021
1. ACCOUNTING POLICIES (continued)

Equity instruments
Equity instruments issued by the company are recorded at the proceeds received, net of direct issue costs. Dividends
payable on equity instruments are recognised as liabilities once they are no longer at the discretion of the company.

Taxation
The tax expense represents the sum of the current tax expense and deferred tax expense. Current tax assets are
recognised when tax paid exceeds the tax payable.

Current and deferred tax is charged or credited to the profit or loss, except when it relates to items charged or credited
to other comprehensive income or equity, when the tax follows the transaction or event it relates to and is also charged
or credited to other comprehensive income, or equity.

Current tax is based on taxable profit for the year. Taxable profit differs from total comprehensive income because it
excludes items of income or expense that are taxable or deductible in other periods. Current tax assets and liabilities
are measured using tax rates that have been enacted or substantively enacted by the reporting period.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised or the
liability is settled based on tax rates that have been enacted or substantively enacted by the reporting date. Deferred
tax is not discounted.

Deferred tax liabilities are recognised in respect of all timing differences that exist at the reporting date. Timing
differences are differences between taxable profits and total comprehensive income that arise from the inclusion of
income and expenses in tax assessments in different periods from their recognition in the financial statements.
Deferred tax assets are recognised only to the extent that it is probable that they will be recovered by the reversal of
deferred tax liabilities or other future taxable profits.

Foreign exchange
Transactions in currencies other than the functional currency (foreign currency) are initially recorded at the exchange
rate prevailing on the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are translated at the rate of exchange ruling at the
reporting date. Non-monetary assets and liabilities denominated in foreign currencies are translated at the rate ruling
at the date or the transaction, or, if the asset or liability is measured at fair value, the rate when that fair value was
determined.

All translation differences are taken to profit or loss, except to the extent that they relate to gains or losses on non-
monetary items recognised in other comprehensive income, when the related translation gain or loss is also recognised
in other comprehensive income.

Subvention payments

Where tax losses are surrendered between group companies the company surrendering the loss may receive
compensation from the recipient company in the form of subvention payments. The value of the subvention payment
would be the amount of tax saved by the recipient company.

2. JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the company’s accounting policies, the directors are required to make judgements, estimates and
assumptions about the carrying amount of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are

recognised in the period in which the estimate is revised where the revision affects only that period, or in the period
of the revision and future periods where the revision affects both current and future periods.
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WILMINGTON TRUST (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

2. JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY (CONTINUED)

Critical accounting estimates and assumptions

The company makes estimates and assumptions concerning the future. The resulting accounting estimates and
assumptions will, by definition, seldom equal the related actual results. A provision of impairment of investments is
established when there is objective evidence that the amounts due will not be collected according to the original terms
of the contract. The level of provision recognised is an area of judgement by management.

3. AUDITORS REMUNERATION

Fees payable to the company's auditor and its associates:

2021 2021

. £ £

Audit of the company's statutory financial statements 12,543 7,200
Other services relating to tax 5,550 2,604
18,093 9,804

4. EMPLOYEES

There were no employees during the year (2020: £Nil) and no directors received remuneration (2020: £Nil). No
director was a member of a money purchase scheme in the year (2020: £Nil).

S. TAXATION

2021 2020
Current tax £ £
UK corporation tax credit on losses for the current period 3,946 181

2021 2020
Current tax reconciliation £ £
(Loss)/profit on ordinary activities before tax (961,439) 424,553
Current tax at 19% (182,673) 80,665
Expenses not deductible for tax purposes 178,230 337,154
Income not deductible for tax purposes - (418,000)
Other adjustments 497 R
Total current tax charge ' (3,946) (181)

The company has £65,906 (2020: £65,906) of non trade losses to carry forward.

The company has not recognised a deferred tax asset of £3,954 (2020: £11,269), due to uncertainty over when the tax
losses will be utilised.
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WILMINGTON TRUST (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021
6. FIXED ASSET INVESTMENTS

Notes

Investment in subsidiaries 7

The investment in Wilmington Trust SAS was impaired by £937,901.

Movements in fixed asset investments

Cost

At 1 January 2021
Impairment

At 31 December 2021

7. SUBSIDIARIES
Country of

Company incorporation
Wilmington Trust SP Services (London) Limited England and Wales
Wilmington Trust (London) Limited England and Wales
Wilmington Trust SP Services (Frankfurt) GmbH Germany
Wilmington Trust SP Services (Dublin) Limited Ireland
Wilmington Trust SAS France
Wilmington Trust (Milano) SRL Italy

2021 2020

£ £

13,195,765 14,133,666

Shares

£

14,133,666

(937,901)

13,195,765

Class of Holding  Type of

shares (%) holding
Ordinary 100 direct
Ordinary 100 direct
Ordinary 100 direct
Ordinary 100 direct
Ordinary 100 direct
Ordinary 100 direct

The aggregate capital and reserves and the result for the year of the subsidiaries noted above was as follows:

Company
Wilmington Trust SP Services (London) Limited
Wilmington Trust (London) Limited

Wilmington Trust SP Services (Frankfurt)
GmbH

Wilmington Trust SP Services (Dublin) Limited
Wilmington Trust SAS
Wilmington Trust (Milano) SRL

8. DEBTORS

Amounts due from subsidiary undertakings

Profit/(loss)
(379,189)
5,086,858

848,081

(1,473,790)

511

,121

(665)

2021
£

224,157

' Capital and
Reserves

8,927,123
35,984,950
7,222,148

15,131,989
928,416
11,063

2020
£

223,809

Amounts due from subsidiary undertakings are unsecured, interest fee and repayable on demand.
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WILMINGTON TRUST (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

9, CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR
2021 2020
£ £
Accruals and deferred income . 4 13,118 12,128
10. FINANCIAL INSTRUMENTS
2021 2020
£ £
Financial assets
Financial assets measured at amortised cost 224,157 223,809
Financial liabilities
Financial liabilities at amortised cost 13,118 12,128
1.  SHARE CAPITAL
2021 2020
£ £
50 fully paid ordinary shares at £1 each 50 50

The company's ordinary shares, which carry no right to fixed income, each carry the right to one vote at general
meetings of the company.

12. RESERVES

Share premium _
Consideration received for shares issued above their nominal value net of transaction costs.

Profit and loss reserves
Cumulative profit and loss net of distributions to owners.

Capital contribution reserve
Funds provided by the parent company to assist Wilmington Trust (UK) Limited acquire its subsidiaries.

13. CONTROLLING PARTY

The company is a subsidiary undertaking of M&T Bank Corporation, a company incorporated in the USA. At 31
December 2021 the smallest and largest group and ultimate controlling party in which the results of the company are
consolidated was that headed by M&T Bank Corporation. The consolidated financial statements of this company are
available to the public and may be obtained from Shareholder Relations Department, One M&T Plaza, 13th Floor,
Buffalo, NY 14203-2399.



WILMINGTON TRUST (UK) LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

14. CASH GENERATED FROM OPERATIONS

(Loss)/profit for the year

Adjustments for:

Taxation credited

Impairment in investment
Dividend income from investment

Movements in working capital
Increase in debtors
Increase in creditors

Cash absorbed from operations
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2021 2020
£ £
(957,493) 424,734
- (181)
937,901 1,774,495
- (2,200,000)

(348) (6,269)
990 4,014
(18,950) (3,207)
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PART 1

Item 1. Business.

M&T Bank Corporation (“Registrant” or “M&T”) is a New York business corporation which is
registered as a financial holding company under the Bank Holding Company Act of 1956, as
amended (“BHCA”) and as a bank holding company (“BHC”) under Article III-A of the New York
Banking Law (“Banking Law”). The principal executive offices of M&T are located at One M&T
Plaza, Buffalo, New York 14203. M&T was incorporated in November 1969. M&T and its direct and
indirect subsidiaries are collectively referred to herein as the “Company.” As of December 31, 2021
the Company had consolidated total assets of $155.1 billion, deposits of $131.5 billion and
shareholders’ equity of $17.9 billion. The Company had 17,115 full-time and 454 part-time
employees as of December 31, 2021.

At December 31, 2021, M&T had two wholly owned bank subsidiaries: Manufacturers and
Traders Trust Company (“M&T Bank”) and Wilmington Trust, National Association (“Wilmington
Trust, N.A.”). The banks collectively offer a wide range of retail and commercial banking, trust and
wealth management, and investment services to their customers. At December 31, 2021, M&T Bank
represented 99% of consolidated assets of the Company.

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

Subsidiaries
M&T Bank is a banking corporation that is incorporated under the laws of the State of New York.
M&T Bank is a member of the Federal Reserve System and the Federal Home Loan Bank System,
and its deposits are insured by the Federal Deposit Insurance Corporation (“FDIC”) up to applicable
limits. M&T acquired all of the issued and outstanding shares of the capital stock of M&T Bank in
December 1969. The stock of M&T Bank represents a major asset of M&T. M&T Bank operates
under a charter granted by the State of New York in 1892, and the continuity of its banking business
is traced to the organization of the Manufacturers and Traders Bank in 1856. The principal executive
offices of M&T Bank are located at One M&T Plaza, Buffalo, New York 14203. As of December 31,
2021, M&T Bank had 688 domestic banking offices located in New York State, Maryland, New
Jersey, Pennsylvania, Delaware, Connecticut, Virginia, West Virginia, and the District of Columbia
and a full-service commercial banking office in Ontario, Canada. As of December 31, 2021, M&T
Bank had consolidated total assets of $154.7 billion, deposits of $133.7 billion and shareholder’s
equity of $16.8 billion. The deposit liabilities of M&T Bank are insured by the FDIC through its
Deposit Insurance Fund (“DIF”). As a commercial bank, M&T Bank offers a broad range of financial
services to a diverse base of consumers, businesses, professional clients, governmental entities and
financial institutions located in its markets. Lending is largely focused on consumers residing in New
York State, Maryland, New Jersey, Pennsylvania, Delaware, Connecticut, Virginia, West Virginia,
and Washington, D.C., and on small and medium-size businesses based in those areas, although loans
are originated through offices in other states and in Ontario, Canada. In addition, the Company
conducts lending activities in various states through other subsidiaries. Trust and other fiduciary
services are offered by M&T Bank and through its wholly owned subsidiary, Wilmington Trust
Company. M&T Bank and certain of its subsidiaries also offer commercial mortgage loans secured
by income producing properties or properties used by borrowers in a trade or business. Additional
financial services are provided through other operating subsidiaries of the Company.

Wilmington Trust, N.A., a national banking association and a member of the Federal Reserve
System and the FDIC, commenced operations on October 2, 1995. The deposit liabilities of



Wilmington Trust, N.A. are insured by the FDIC through the DIF. The main office of Wilmington
Trust, N.A. is located at 1100 North Market Street, Wilmington, Delaware 19890. Wilmington Trust,
N.A. offers various trust and wealth management services. As of December 31, 2021, Wilmington
Trust, N.A. had total assets of $12.0 billion, deposits of $11.1 billion and shareholder’s equity of
$779 million.

Wilmington Trust Company, a wholly owned subsidiary of M&T Bank, was incorporated as a
Delaware bank and trust company in March 1901 and amended its charter in July 2011 to become a
nondepository trust company. Wilmington Trust Company provides a variety of Delaware based
trust, fiduciary and custodial services to its clients. As of December 31, 2021, Wilmington Trust
Company had total assets of $1.2 billion and shareholder’s equity of $678 million. Revenues of
Wilmington Trust Company were $135 million in 2021. The headquarters of Wilmington Trust
Company are located at 1100 North Market Street, Wilmington, Delaware 19890.

M&T Insurance Agency, Inc. (“M&T Insurance Agency”), a wholly owned insurance agency
subsidiary of M&T Bank, was incorporated as a New York corporation in March 1955. M&T
Insurance Agency provides insurance agency services principally to the commercial market. As of
December 31, 2021, M&T Insurance Agency had assets of $41 million and shareholder’s equity of
$26 million. M&T Insurance Agency recorded revenues of $37 million during 2021. The
headquarters of M&T Insurance Agency are located at 285 Delaware Avenue, Buffalo, New York
14202.

M&T Realty Capital Corporation (“M&T Realty Capital”), a wholly owned subsidiary of M&T
Bank, was incorporated as a Maryland corporation in October 1973. M&T Realty Capital engages in
multifamily commercial real estate lending and provides loan servicing to purchasers of the loans it
originates. As of December 31, 2021, M&T Realty Capital serviced or sub-serviced $23.7 billion of
commercial mortgage loans for non-affiliates and had assets of $944 million and shareholder’s equity
of $179 million. M&T Realty Capital recorded revenues of $187 million in 2021. The headquarters
of M&T Realty Capital are located at One Light Street, Baltimore, Maryland 21202.

M&T Securities, Inc. (“M&T Securities”) is a wholly owned subsidiary of M&T Bank that was
incorporated as a New York business corporation in November 1985. M&T Securities is registered as
a broker/dealer under the Securities Exchange Act of 1934. It provides institutional brokerage and
securities services. As of December 31, 2021, M&T Securities had assets of $48 million and
shareholder’s equity of $46 million. M&T Securities recorded $50 million of revenue during 2021.
The headquarters of M&T Securities are located at One Light Street, Baltimore, Maryland 21202.

Wilmington Trust Investment Advisors, Inc. (“WT Investment Advisors™), a wholly owned
subsidiary of M&T Bank, was incorporated as a Maryland corporation on June 30, 1995. WT
Investment Advisors, a registered investment advisor under the Investment Advisors Act, serves as
an investment advisor to the Wilmington Funds, a family of proprietary mutual funds, and
institutional clients. As of December 31, 2021, WT Investment Advisors had assets of $57 million
and shareholder’s equity of $50 million. WT Investment Advisors recorded revenues of $42 million
in 2021. The headquarters of WT Investment Advisors are located at 1100 North Market Street,
Wilmington, Delaware 19890. ‘

Wilmington Funds Management Corporation (“Wilmington Funds Management”) is a wholly
owned subsidiary of M&T that was incorporated in September 1981 as a Delaware corporation.
Wilmington Funds Management is registered as an investment advisor under the Investment Advisors
Act and serves as an investment advisor to the Wilmington Funds. Wilmington Funds Management had
assets and shareholder’s equity of $23 million as of December 31, 2021. Wilmington Funds
Management recorded revenues of $11 million in 2021. The headquarters of Wilmington Funds
Management are located at 1100 North Market Street, Wilmington, Delaware 19890.

Wilmington Trust Investment Management, LLC (“WTIM”) is a wholly owned subsidiary of
M&T and was incorporated in December 2001 as a Georgia limited liability company. WTIM is a



registered investment advisor under the Investment Advisors Act and provides investment
management services to clients, including certain private funds. As of December 31, 2021, WTIM
has assets and shareholder’s equity of $8 million. WTIM recorded revenues of $2 million in 2021.
WTIM’s headquarters is located at Terminus 27" Floor, 3280 Peachtree Road N.E., Atlanta, Georgia
30305.

The Registrant and its banking subsidiaries have a number of other special-purpose or inactive
subsidiaries. These other subsidiaries did not represent, individually and collectively, a significant
portion of the Company’s consolidated assets, net income and shareholders’ equity at December 31,
2021.

Segment Information, Principal Products/Services and Foreign Operations

Information about the Registrant’s business segments is included in note 23 of Notes to Financial
Statements filed herewith in Part 11, Item 8, “Financial Statements and Supplementary Data” and is
further discussed in Part II, Item 7, “Management’s Discussion and Analysis of Financial Condition
and Results of Operations.” The Registrant’s reportable segments have been determined based upon
its internal profitability reporting system, which is organized by strategic business unit. Certain
strategic business units have been combined for segment information reporting purposes where the
nature of the products and services, the type of customer and the distribution of those products and
services are similar. The reportable segments are Business Banking, Commercial Banking,
Commercial Real Estate, Discretionary Portfolio, Residential Mortgage Banking and Retail Banking.
The Company’s international activities are discussed in note 18 of Notes to Financial Statements
filed herewith in Part II, Item 8, “Financial Statements and Supplementary Data.”

The only activity that, as a class, contributed 10% or more of the sum of consolidated interest
income and other income in any of the last three years was interest on loans and, in 2021, trust income.
The amount of income from such sources during those years is recorded in various business segments
and is set forth in the Company’s Consolidated Statement of Income and Notes to Financial Statements
filed herewith in Part II, Item 8, “Financial Statements and Supplementary Data.”

Supervision and Regulation of the Company

M&T and its subsidiaries are subject to the comprehensive regulatory framework applicable to bank
and financial holding companies and their subsidiaries. Regulation of financial institutions such as
M&T and its subsidiaries is intended primarily for the protection of depositors, the FDIC’s DIF and
the banking and financial system as a whole, and generally is not intended for the protection of
shareholders, investors or creditors other than insured depositors.

Proposals to change the applicable regulatory framework may be introduced in the United
States Congress and state legislatures, as well as by regulatory agencies. Such initiatives may include
proposals to expand or contract the powers of bank holding companies and depository institutions or
proposals to substantially change the financial institution regulatory system. Such legislation could
change banking statutes and the operating environment of the Company in substantial and
unpredictable ways. If enacted, such legislation could increase or decrease the cost of doing business,
limit or expand permissible activities or affect the competitive balance among banks, savings
associations, credit unions, and other financial institutions. A change in statutes, regulations or
regulatory policies applicable to M&T or any of its subsidiaries could have a material effect on the
business, financial condition or results of operations of the Company.

Described hereafter are material elements of the significant federal and state laws and
regulations applicable to M&T and its subsidiaries.



Overview

M&T is registered with the Board of Governors of the Federal Reserve System (“Federal Reserve™)
as a financial holding company and BHC under the BHCA. As such, M&T and its subsidiaries are
subject to the supervision, examination, reporting, capital and other requirements of the BHCA and
the regulations of the Federal Reserve. In addition, M&T’s banking subsidiaries are subject to
regulation, supervision and examination by, as applicable, the New York State Department of
Financial Services (“NYSDFS™), the Office of the Comptroller of the Currency (“OCC”), the FDIC
and the Federal Reserve, and their consumer financial products and services are regulated by the
Consumer Financial Protection Bureau (“CFPB”). Further, financial services entities such as M&T’s
investment advisor subsidiaries and M&T’s broker-dealer are subject to regulation by the Securities
and Exchange Commission (“SEC”), the Financial Industry Regulatory Authority (“FINRA”), and
the Securities Investor Protection Corporation (“SIPC”), among others. Other non-bank affiliates and
activities, particularly insurance brokerage and agency activities, are subject to other federal and state
laws and regulations as well as licensing and regulation by state insurance and bank regulatory
agencies. Although the scope of regulation and the form of supervision may vary from state to state,
insurance laws generally grant broad discretion to regulatory authorities in adopting regulations and
supervising regulated activities. This supervision generally includes the licensing of insurance
brokers and agents and the regulation of the handling of customer funds held in a fiduciary capacity
as well as regulations requiring, among other things, maintenance of capital, record keeping, and
reporting.

M&T Bank is a New York chartered bank and a member of the Federal Reserve. As a result, it
is subject to extensive regulation, examination and oversight by the NYSDFS and the Federal
Reserve Bank of New York. New York laws and regulations govern many aspects of M&T Bank’s
operations, including branching, dividends, subsidiary activities, fiduciary activities, lending, and
deposit taking. M&T Bank is also subject to Federal Reserve regulations and guidance, including
with respect to capital levels. Its deposits are insured by the FDIC, subject to certain limitations,
which also exercises regulatory oversight over certain aspects of M&T Bank’s operations. Certain
subsidiaries of M&T Bank are subject to regulation by other federal and state regulators as well. For
example, M&T Securities is regulated by the SEC, FINRA, SIPC, and state securities regulators, and
WT Investment Advisors is also subject to SEC regulation.

Wilmington Trust, N.A. is a national bank with operations that include fiduciary and related
activities with limited lending and deposit business. It is subject to extensive regulation, examination
and oversight by the OCC which governs many aspects of its operations, including fiduciary
activities, capital levels, office locations, dividends and subsidiary activities. Its deposits are insured
by the FDIC, subject to certain limitations, which also exercises regulatory oversight over certain
aspects of the operations of Wilmington Trust, N.A. ’

Permissible Activities under the BHC Act

In general, the BHCA limits the business of a BHC to banking, managing or controlling banks, and
other activities that the Federal Reserve has determined to be so closely related to banking as to be a
proper incident thereto. In addition, bank holding companies are obligated by a Federal Reserve
policy to serve as a managerial and financial source of strength to their subsidiary depository
institutions, including committing resources to support such subsidiaries. This support may be
required at times when M&T may not be inclined or able to provide it. In addition, any capital loans
by a BHC to a subsidiary bank are subordinate in right of payment to deposits and to certain other
indebtedness of such subsidiary bank. In the event of a BHC’s bankruptcy, any commitment by the
BHC to a federal bank regulatory agency to maintain the capital of a subsidiary bank will be assumed
by the bankruptcy trustee and entitled to a priority of payment.



Bank holding companies that qualify and elect to be financial holding companies may engage in
any activity, or acquire and retain the shares of a company engaged in any activity, that is either
(i) financial in nature or incidental to such financial activity (as determined by the Federal Reserve,
by regulation or order, in consultation with the Secretary of the Treasury) or (ii) complementary to a
financial activity and does not pose a substantial risk to the safety and soundness of depository
institutions or the financial system generally (as solely determined by the Federal Reserve).
Activities that are financial in nature include securities underwriting and dealing, insurance
underwriting and merchant banking.

M&T elected to become a financial holding company on March 1, 2011. To maintain financial
holding company status, a financial holding company and all of its depository institution subsidiaries
must be “well capitalized” and “well managed.” The failure to meet such requirements could result in
material restrictions on the activities of M&T and may also adversely affect M&T’s ability to enter
into certain transactions, including acquisitions, or obtain necessary approvals in connection with
those transactions, as well as loss of financial holding company status. Additionally, if each of the
Company’s depository institution subsidiaries has not received at least a “satisfactory” rating on its
most recent examination under the Community Reinvestment Act of 1977 (the “CRA”), the
Company would not be able to commence any new financial activities or acquire a company that
engages in such activities, although it would still be allowed to engage in activities closely related to
banking and make investments in the ordinary course of conducting banking activities. For recent
revisions to the CRA, see the section captioned “Community Reinvestment Act” included herein.

Enhanced Prudential Standards

Under Section 165 of the Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-
Frank Act”), as amended by the Economic Growth, Regulatory Relief, and Consumer Protection Act
of 2018 (“EGRRCPA”), U.S. bank holding companies with total consolidated assets of $100 billion
or more, including M&T, are subject to enhanced prudential standards. The enhanced prudential
standards include risk-based capital and leverage requirements, liquidity standards, risk management
and risk committee requirements, stress test requirements and a debt-to-equity limit for companies
that the Financial Stability Oversight Council has determined would pose a grave threat to systemic
financial stability were they to fail such limits. “Tailoring Rules” adopted by the Federal Reserve and
other federal bank regulators in 2019 assign each U.S. BHC with $100 billion or more in total
consolidated assets, as well as its bank subsidiaries, to one of four categories based on its size and
five other risk-based indicators: (1) cross-jurisdictional activity, (2) weighted short-term wholesale
funding, (3) nonbank assets, (4) off-balance sheet exposure, and (5) status as a U.S. global
systemically important BHC (“G-SIB”). Under the Tailoring Rules, M&T and its depository
institution subsidiaries are subject to Category IV standards, which apply to banking organizations
with at least $100 billion in total consolidated assets that do not meet any of the thresholds specified
for Categories I through I1I. The threshold for Category III is $250 billion or more in total
consolidated assets, or $100 billion or more in total consolidated assets and at least $75 billion in
weighted short-term wholesale funding, nonbank assets or off-balance sheet exposures.

Under the Tailoring Rules, Category IV firms, among other things, (1) are not subject to any
Liquidity Coverage Ratio (“LCR”) or Net Stable Funding Ratio (“NSFR”) (or, in certain cases, are
subject to reduced requirements), (2) remain eligible to opt-out of the requirement to recognize most
elements of Accumulated Other Comprehensive Income (“AOCI”) in regulatory capital, (3) are no
longer subject to company-run stress testing requirements, (4) are subject to supervisory stress testing
on a biennial basis rather than an annual basis, (5) are subject to requirements to develop and
maintain a capital plan on an annual basis and (6) are subject to certain liquidity risk management
and risk committee requirements. Category IV firms continue not to be subject to (1) advanced
approaches capital requirements, (2) the supplementary leverage ratio (“SLR”) and (3) the



countercyclical capital buffer (“CCyB”). Other elements of the Tailoring Rules are discussed in
further detail throughout this section. Compared to Category IV firms, Category III firms are subject
to the LCR and NSFR, company-run stress testing requirements, annual (instead of biennial)
supervisory stress tests, the SLR and the CCyB.

Capital Requirements

M&T and its subsidiary banks are required to comply with applicable capital adequacy standards
established by the federal banking agencies (the “Capital Rules™), which are based on the Basel
Committee’s December 2010 final capital framework for strengthening international capital
standards, referred to as “Basel 1I1”. The Capital Rules include both risk-based requirements, which
compare three measures of capital to risk-weighted assets (‘RWAs”), as well as leverage
requirements, which, in the case of Category IV bank holding companies such as M&T, consist of
the Tier 1 leverage ratio described below. Pursuant to the Capital Rules, the minimum capital ratios
are as follows:

4.5% Common Equity Tier 1 Capital (“CET1”) to RWAs;

6.0% Tier 1 capital (that is, CET1 plus Additional Tier 1 capital) to RWAs;

8.0% Total capital (that is, Tier 1 plus Tier 2 capital) to RWAs; and

4.0% Tier 1 capital to average consolidated assets (the “leverage ratio”).

In calculating risk-based capital ratios, M&T must assign risk weights to the Company’s assets
and off-balance sheet items. M&T has an ongoing process to review data elements associated with
these exposures that from time to time may affect how specific exposures are classified and could
lead to increases or decreases of the regulatory risk weights assigned to such exposures.

The Capital Rules also require firms to maintain a “buffer,” consisting solely of CET1 capital,
in addition to the minimum risk-based requirements. Failure to satisfy the buffer requirement in full
results in graduated constraints on capital distributions and discretionary executive compensation.
The severity of the constraints depends on the amount of the shortfall and the firm’s “eligible
retained income,” defined as the greater of (i) net income for the four preceding quarters, net of
distributions and associated tax effects not reflected in net income; and (ii) the average of net income
over the preceding four quarters.

As a Category IV BHC, M&T’s buffer requirement, referred to as the “Stress Capital Buffer,” is
determined through the Federal Reserve’s supervisory stress tests, discussed below. For M&T’s
bank subsidiaries, the buffer requirement consists of the static capital conservation buffer equal to
2.5% of RWAs.

CET!1 consists of common stock instruments that meet the eligibility criteria in the Capital
Rules, including common stock and related surplus, net of treasury stock, retained earnings, certain
minority interests and, for certain firms, AOCI. As permitted under the Capital Rules, M&T made a
one-time permanent election to neutralize certain AOCI components, with the result that those
components are not recognized in M&T’s CET1.

The Capital Rules provide for a number of deductions from and adjustments to CET1. As a
“non-advanced approaches” firm under the Capital Rules, M&T is subject to rules that provide for
simplified capital requirements relating to the threshold deductions for mortgage servicing assets,
deferred tax assets arising from temporary differences that a banking organization could not realize
through net operating loss carry backs, and investments in the capital of unconsolidated financial
institutions, as well as the inclusion of minority interests in regulatory capital. M&T’s regulatory
capital ratios are presented in note 24 of Notes to Financial Statements filed herewith in Part II,
Item 8, “Financial Statements and Supplementary Data.”



In December 2017, the Basel Committee published standards that it described as the finalization
of the Basel III post-crisis regulatory reforms. Among other things, these standards revise the Basel
Committee’s standardized approach for credit risk (including by recalibrating risk weights and
introducing new capital requirements for certain “unconditionally cancellable commitments,” such as
unused credit card lines of credit) and provide a new standardized approach for operational risk
capital. Under the Basel framework, these standards will generally be effective on January 1, 2023,
with an aggregate output floor phasing in through January 1, 2028. Under the current U.S. capital
rules, operational risk capital requirements and a capital floor apply only to advanced approaches
institutions, and not to the Company. The impact of these standards will depend on the manner in
which they are implemented by the federal banking regulators.

Stress Testing and Stress Capital Buffer

As part of the enhanced prudential requirements applicable to systemically important financial
institutions, the Federal Reserve conducts periodic analyses of bank holding companies with at least
$100 billion in total consolidated assets using baseline and severely adverse economic and financial
scenarios generated by the Federal Reserve. For Category IV firms, such as M&T, these supervisory
stress tests occur on a biennial basis, in even-numbered years. The Federal Reserve may also use
additional components in the severely adverse scenario or additional or more complex scenarios
designed to capture salient risks to specific business groups. A summary of results of the Federal
Reserve’s analysis under the severely adverse stress scenario is publicly disclosed. Under the
Tailoring Rules, Category IV firms, including M&T, are no longer subject to company-run stress
testing requirements.

Bank holding companies with total consolidated assets of $100 billion or more, including
Category IV bank holding companies such as M&T, must annually submit capital plans as part of the
Federal Reserve’s process. The comprehensive capital plans include a view of capital adequacy
under various scenarios — including a BHC-defined baseline scenario, a baseline scenario provided
by the Federal Reserve, at least one BHC-defined stress scenario, and severely adverse scenarios
provided by the Federal Reserve. The process is intended to help ensure that these bank holding
companies have robust, forward-looking capital planning processes that account for each company’s
unique risks and that permit continued operations during times of economic and financial stress. Each
of the bank holding companies participating in the process is also required to collect and report
certain related data to the Federal Reserve on a quarterly basis. The Stress Capital Buffer is based on
a BHC’s stressed losses in the supervisory stress test, plus four quarters of planned common stock
dividends, subject to a floor of 2.5% of RWAs. In August 2021, the Federal Reserve provided M&T
with a Stress Capital Buffer of 2.5%, representing the floor under the regulatory capital rules, which
became applicable to M&T on October 1, 2021. Accordingly, it currently is subject to a CET1 capital
requirement of 7.0% (a sum of the Stress Capital Buffer and the minimum CET 1 capital ratio).

In January 2021, the Federal Reserve issued a final rule to align its process with the categories
set forth in the Tailoring Rules. Under the final rule, for Category IV firms, the portion of the Stress
Capital Buffer based on the Federal Reserve’s supervisory stress tests will be calculated biennially, in
even-numbered years. During a year in which a Category IV firm does not undergo a supervisory
stress test, the firm will receive an updated Stress Capital Buffer that reflects the firm’s updated
planned common stock dividends. A Category 1V firm is also able to elect to participate in the
supervisory stress test in a year in which the firm would not normally be subject to the supervisory
stress test and consequently receive an updated Stress Capital Buffer.

The Federal Reserve also incorporates an assessment of the qualitative aspects of the firm’s
capital planning process into regular, ongoing supervisory activities and through targeted, horizontal
assessments of particular aspects of capital planning. M&T’s annual capital plan is currently due in
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April each year. The Federal Reserve publishes the results of its supervisory stress tests by June 30 of
each year.

A BHC’s planned capital distributions in its annual capital plan submissions must be consistent
with any effective distribution limitations that would apply under the firm’s own baseline
projections, including its Stress Capital Buffer.

Distributions

M&T is a legal entity separate and distinct from its banking and other subsidiaries. Historically, the
majority of M&T’s revenue has been from dividends paid to M&T by its subsidiary banks. M&T
Bank and Wilmington Trust, N.A. are subject to laws and regulations imposing restrictions on the
amount of dividends they may declare and pay. Future dividend payments to M&T by its subsidiary
banks will be dependent on a number of factors, including the earnings and financial condition of
each such bank, and are subject to the limitations referred to in note 24 of Notes to Financial
Statements filed herewith in Part II, Item 8, “Financial Statements and Supplementary Data,” and to
other statutory powers of bank regulatory agencies.

An insured depository institution is prohibited from making any capital distribution to its
owner, including any dividend, if, after making such distribution, the depository institution fails to
meet the required minimum level for any relevant capital measure, including the risk-based capital
adequacy and leverage standards discussed herein. Dividend payments by M&T to its shareholders
and common stock repurchases by M&T are subject to the oversight of the Federal Reserve. M&T’s
ability to make capital distributions would likely be impacted in the event that M&T fails to maintain
its Stress Capital Buffer above its minimum CET1 risk-based, Tier-1 risk-based and total risk-based
capital requirements.

In addition, the Federal Reserve’s capital plan rule also provides that a BHC must receive prior
approval for any dividend, stock repurchase, or other capital distribution, other than a capital
distribution on a newly issued capital instrument, if the BHC is required to resubmit its capital plan.
Among other circumstances, a firm may be required to resubmit its capital plan in connection with
certain acquisitions or dispositions.

Liquidity

Under the Tailoring Rules, the Company is not subject to the Federal Reserve and other federal
banking regulators rules, which implement a U.S. version of the Basel Committee’s LCR
requirement, which is intended to ensure that banks hold sufficient amounts of so-called “high
quality liquid assets” (“HQLA”) to cover the anticipated net cash outflows during a hypothetical
acute 30-day stress scenario or the NSFR, which is designed to promote more medium- and long-
term funding of the assets and activities of banks over a one-year time horizon. The Federal
Reserve’s enhanced prudential standards, however, require the Company, as a BHC with $100 billion
or more in total consolidated assets, to comply with enhanced liquidity and overall risk management
standards, which include maintaining a level of highly liquid assets based on projected funding needs
for 30 days, and increased involvement by boards of directors in liquidity and overall risk
management. Under the Tailoring Rules, the liquidity risk management and reporting requirements
are less stringent for Category IV bank holding companies as compared to bank holding companies
in a different Category.

Cross Guaranty Provision

The cross guaranty provisions in the Federal Deposit Insurance Act (“FDIA”) require each insured
depository institution owned by the same BHC to be financially responsible for the failure or
resolution costs of any affiliated insured institution. Generally, the amount of the cross guaranty
liability is equal to the estimated loss to the DIF for the resolution of the affiliated institution(s) in
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default. The FDIC’s claim under the cross guaranty provision is superior to claims of shareholders of
the insured depository institution or its BHC and to most claims arising out of obligations or
liabilities owed to affiliates of the institution, but is subordinate to claims of depositors, secured
creditors and holders of subordinated debt (other than affiliates) of the commonly controlled insured
depository institution. The FDIC may decline to enforce the cross guaranty provision if it determines
that a waiver is in the best interest of the DIF.

Volcker Rule

The Volcker Rule limits proprietary trading and investing in and sponsoring certain hedge funds and
private equity funds (defined as “covered funds” in the Volcker Rule). The Company does not
engage in any significant amount of proprietary trading as defined in the Volcker Rule and
implemented the required procedures for those areas in which trading does occur. In addition, the
Company does not engage in any significant covered fund activities that are impacted by the Volcker
Rule.

Safety and Soundness Standards

Guidelines adopted by the federal bank regulatory agencies pursuant to the FDIA establish general
standards relating to internal controls, information systems, internal audit systems, loan
documentation, credit underwriting, interest rate exposure, asset growth, compensation, fees and
benefits. In general, these guidelines require, among other things, appropriate systems and practices
to identify and manage the risk and exposures specified in the guidelines. Additionally, the agencies
adopted regulations that authorize, but do not require, an agency to order an institution that has been
given notice by an agency that it is not satisfying any of such safety and soundness standards to
submit a compliance plan. If, after being so notified, an institution fails to submit an acceptable
compliance plan or fails in any material respect to implement an acceptable compliance plan, the
agency must issue an order directing action to correct the deficiency and may issue an order directing
other actions of the types to which an undercapitalized institution is subject. If an institution fails to
comply with such an order, the agency may seek to enforce such order in judicial proceedings and to
impose civil money penalties.

Limits on Undercapitalized Depository Institutions

The FDIA establishes a system of regulatory remedies to resolve the problems of undercapitalized
institutions, referred to as the prompt corrective action. The federal banking regulators have
established five capital categories (“well-capitalized,” “adequately capitalized,” “undercapitalized,”
“significantly undercapitalized” and “critically undercapitalized”) and must take certain mandatory
supervisory actions, and are authorized to take other discretionary actions, with respect to institutions
which are undercapitalized, significantly undercapitalized or critically undercapitalized. The severity
of these mandatory and discretionary supervisory actions depends upon the capital category in which
the institution is placed. The federal banking regulators have specified by regulation the relevant
capital levels for each category. The FDIA’s prompt corrective action provisions only apply to
depository institutions and not to bank holding companies. The Federal Reserve’s regulations
applicable to bank holding companies separately define “well capitalized.” A financial holding
company that is not well-capitalized and well-managed (or whose bank subsidiaries are not well
capitalized and well managed) under applicable prompt corrective action standards may be restricted
in certain of its activities and ultimately may lose financial holding company status. Under existing
rules, a depository institution that is subject to Category IV standards is deemed to be “well
capitalized” if it has (i) a CET1 ratio of at least 6.5%, (ii) a Tier 1 capital ratio of at least 8%, (iii) a
Total capital ratio of at least 10%, and (iv) a Tier 1 leverage ratio of at least 5%.
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An institution that is categorized as undercapitalized, significantly undercapitalized or critically
undercapitalized is required to submit an acceptable capital restoration plan to its appropriate federal
banking regulator. Under the FDIA, in order for the capital restoration plan to be accepted by the
appropriate federal banking agency, a BHC must guarantee that a subsidiary depository institution
will comply with its capital restoration plan, subject to certain limitations. The BHC must also
provide appropriate assurances of performance. An undercapitalized institution is also generally
prohibited from increasing its average total assets, accepting brokered deposits or offering interest
rates on any deposits significantly higher than prevailing market rates, making acquisitions,
establishing any branches or engaging in any new line of business, except in accordance with an
accepted capital restoration plan or with the approval of the FDIC. Institutions that are significantly
undercapitalized or undercapitalized and either fail to submit an acceptable capital restoration plan or
fail to implement an approved capital restoration plan may be subject to a number of requirements
and restrictions, including orders to sell sufficient voting stock to become adequately capitalized,
requirements to reduce total assets and cessation of receipt of deposits from correspondent banks.
Critically undercapitalized depository institutions failing to submit or implement an acceptable
capital restoration plan are subject to appointment of a receiver or conservator.

Transactions with Affiliates

There are various legal restrictions on the extent to which M&T and its non-bank subsidiaries or
affiliates (M&T Insurance Agency, Inc., M&T Realty Capital Corporation, M&T Securities, Inc.,
Wilmington Trust Investment Advisors, Inc.) may borrow or otherwise obtain funding from M&T
Bank and Wilmington Trust, N.A. In general, Sections 23A and 23B of the Federal Reserve Act and
Federal Reserve Regulation W require that any “covered transaction” by M&T Bank and Wilmington
Trust, N.A. (or any of their respective subsidiaries) with an affiliate must in certain cases be secured
by designated amounts of specified collateral and must be limited as follows: (i) in the case of any
single such affiliate, the aggregate amount of covered transactions of the insured depository
institution and its subsidiaries may not exceed 10% of the capital stock and surplus of such insured
depository institution, and (ii) in the case of all affiliates, the aggregate amount of covered
transactions of an insured depository institution and its subsidiaries may not exceed 20% of the
capital stock and surplus of such insured depository institution. “Covered transactions” are defined
by statute to include, among other things, a loan or extension of credit, as well as a purchase of
securities issued by an affiliate, a purchase of assets (unless otherwise exempted by the Federal
Reserve) from the affiliate, certain derivative transactions that create a credit exposure to an affiliate,
the acceptance of securities issued by the affiliate as collateral for a loan, and the issuance of a
guarantee, acceptance or letter of credit on behalf of an affiliate. All covered transactions, including
certain additional transactions (such as transactions with a third party in which an affiliate has a
financial interest), must be conducted on terms and under circumstances including credit standards,
(i) that are substantially the same, or at least as favorable to such bank or its subsidiary, as those
prevailing at the time for comparable transactions with or involving other nonaffiliated companies, or
in the absence of comparable transactions, or (ii) that in good faith would be offered to, or would
apply to, nonaffiliated companies.

FDIC Insurance Assessments

M&T Bank and Wilmington Trust, N.A. deposits are insured by the DIF of the FDIC up to the limits
set forth under applicable law. The FDIC imposes a risk-based premium assessment system that
determines assessment rates for financial institutions. Deposit insurance assessments are based on
average total assets minus average tangible equity. For larger institutions, such as M&T Bank, the
FDIC uses a performance score and a loss-severity score that are used to calculate an initial
assessment rate. In calculating these scores, the FDIC uses a bank’s capital level and supervisory



ratings and certain financial measures to assess an institution’s ability to withstand asset-related
stress and funding-related stress. The FDIC has the ability to make discretionary adjustments to the
total score based upon significant risk factors that are not adequately captured in the calculations.
Under the current system, premiums are assessed quarterly.

Under the FDIA, insurance of deposits may be terminated by the FDIC upon a finding that the
institution has engaged in unsafe and unsound practices, is in an unsafe or unsound condition to
continue operations, or has violated any applicable law, regulation, rule, order or condition imposed
by the FDIC.

Acquisitions

Federal and state laws impose notice and approval requirements for mergers and acquisitions
involving depository institutions or bank holding companies. For example, the BHCA requires every
BHC to obtain the prior approval of the Federal Reserve before: (1) it may acquire direct or indirect
ownership or control of any voting shares of any bank or savings institution, if after such acquisition,
the BHC will directly or indirectly own or control 5% or more of the voting shares of the institution;
(2) it or any of its subsidiaries, other than a bank, may acquire all or substantially all of the assets of
any bank or savings institution; or (3) it may merge or consolidate with any other BHC. In addition,
financial holding companies are required to obtain prior approval from the Federal Reserve before
acquiring certain nonbank financial companies with assets exceeding $10 billion.

The BHCA further provides that the Federal Reserve may not approve any transaction that
would result in a monopoly or would be in furtherance of any combination or conspiracy to
monopolize or attempt to monopolize the business of banking in any section of the United States, or
the effect of which may be substantially to lessen competition or to tend to create a monopoly in any
section of the country, or that in any other manner would be in restraint of trade, unless the
anticompetitive effects of the proposed transaction are clearly outweighed by the public interest in
meeting the convenience and needs of the community to be served. The Federal Reserve is also
required to consider the financial and managerial resources and future prospects of the bank holding
companies and banks concerned and the convenience and needs of the community to be served.
Consideration of financial resources generally focuses on capital adequacy and consideration of
convenience and needs issues and includes the parties’ performance under the CRA and compliance
with laws, especially consumer protection laws. When evaluating a transaction, the Federal Reserve
must also take into account the institutions’ effectiveness in combating money laundering and
consider the extent to which the transaction would result in greater or more concentrated risks to the
stability of the United States banking or financial system.

Refer to “Risk Factors—Risks Related to the Merger” below for discussion related to the
Company’s pending application for the proposed merger with People’s United Financial, Inc.
(“People’s United”).

Executive and Incentive Compensation

Guidelines adopted by several federal banking agencies prohibit excessive compensation as an
unsafe and unsound practice and describe compensation as “excessive” when the amounts paid are
unreasonable or disproportionate to the services performed by an executive officer, employee,
director or principal stockholder. The Federal Reserve issued comprehensive guidance on incentive
compensation policies (the “Incentive Compensation Guidance™) intended to ensure that the
incentive compensation policies of banking organizations do not undermine the safety and soundness
of such organizations by encouraging excessive risk-taking. The Incentive Compensation Guidance,
which covers all employees that have the ability to materially affect the risk profile of an
organization, either individually or as part of a group, is based upon the key principles that a banking
organization’s incentive compensation arrangements should (i) provide incentives that do not
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encourage risk-taking beyond the organization’s ability to effectively identify and manage risks,

(ii) be compatible with effective internal controls and risk management, and (iii) be supported by
strong corporate governance, including active and effective oversight by the organization’s board of
directors. These three principles are incorporated into the proposed joint compensation regulations
under the Dodd-Frank Act noted below. Any deficiencies in compensation practices that are
identified may be incorporated into the organization’s supervisory ratings, which can affect its ability
to make acquisitions or perform other actions. The Incentive Compensation Guidance states that
enforcement actions may be taken against a banking organization if its incentive compensation
arrangements or related risk-management control or governance processes pose a risk to the
organization’s safety and soundness and the organization is not taking prompt and effective measures
to correct the deficiencies.

The Dodd-Frank Act requires the federal bank regulatory agencies and the SEC to establish
joint regulations or guidelines prohibiting incentive-based payment arrangements at specified
regulated entities having at least $1 billion in total assets, such as M&T and M&T Bank. The
agencies proposed rules to implement this requirement but these proposed rules have not been
finalized. In addition, the SEC proposed in 2015, but has not finalized, rules directing national
securities exchanges and associations to establish listing standards requiring companies to adopt
policies that require executive officers to pay back incentive-based compensation that they were
awarded erroneously. In October 2021, the SEC reopened the comment period on this proposal.

In addition, the NYSDFS issued guidance emphasizing that its regulated banking institutions,
including M&T Bank, must ensure that any incentive compensation arrangements tied to employee
performance indicators are subject to effective risk management, oversight and control.

Resolution Planning

Pursuant to the Dodd-Frank Act, as amended by EGRRCPA, certain bank holding companies are
required to report periodically to the Federal Reserve and the FDIC a resolution plan for their rapid
and orderly resolution in the event of material financial distress or failure. In late 2019, the Federal
Reserve and FDIC issued modified rules that, among other things, adjusted the review cycles and
applicability of the agencies’ resolution planning requirements. Under these rules, Category IV firms
such as M&T are not required to submit resolution plans. '

The FDIC has separately required insured depository institutions (“IDIs”) with $50 billion or
more in total assets, such as M&T Bank, to submit to the FDIC periodic plans for resolution in the
event of the institution’s failure. In January 2021, the FDIC lifted its existing moratorium on
resolution plans, indicating it will resume the requirement for resolution plan submissions for IDIs
with $100 billion or more in assets. The FDIC also announced its intention to engage in targeted
engagement and capabilities testing related to resolution planning with select firms, for which M&T
Bank participated in mid-2021. In June 2021, the FDIC issued a Statement on Resolution Plans for
IDI’s, which, among other things, provides general information regarding the content that filers will
be expected to prepare and extends the submission frequency for specified IDI’s to a three-year
resolution plan filing cycle. The FDIC has notified M&T Bank that its next resolution plan is due by
no later than December 1, 2022.
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Insolvency of an Insured Depository Institution or a Bank Holding Company

If the FDIC is appointed as conservator or receiver for an insured depository institution such as M&T
Bank or Wilmington Trust, N.A., upon its insolvency or in certain other events without limitation,
the FDIC has the power:

e to transfer any of the depository institution’s assets and liabilities to a new depository
institution, including a newly formed “bridge” bank without the approval of the insolvent
depository institution’s creditors or equity holders;

e  to enforce the terms of the depository institution’s contracts pursuant to their terms
without regard to any provisions triggered by the appointment of the FDIC in that
capacity; or

e torepudiate or disaffirm any contract or lease to which the depository institution is a party,
the performance of which is determined by the FDIC to be burdensome and the
disaffirmance or repudiation of which is determined by the FDIC to promote the orderly
administration of the depository institution.

In addition, under federal law, the claims of holders of domestic deposit liabilities and certain
claims for administrative expenses against an insured depository institution would be afforded a
priority over other general unsecured claims against such an institution, including claims of debt
holders of the institution, in the “liquidation or other resolution” of such an institution by any
receiver. As a result, whether or not the FDIC ever sought to repudiate any debt obligations of M&T
Bank or Wilmington Trust, N.A., the debt holders would be treated differently from, and could
receive, if anything, substantially less than, the depositors of the bank.

The Dodd-Frank Act created a new resolution regime (known as “orderly liquidation
authority”) for systemically important financial companies, including bank holding companies and
their affiliates. Under the orderly liquidation authority, the FDIC may be appointed as receiver for the
systemically important institution, and its failed subsidiaries, for purposes of liquidating the entity if,
among other conditions, it is determined at the time of the institution’s failure that it is in default or
in danger of default and the failure poses a risk to the stability of the U.S. financial system.

If the FDIC is appointed as receiver under the orderly liquidation authority, then the powers of
the receiver, and the rights and obligations of creditors and other parties who have dealt with the
institution, would be determined under the Dodd-Frank Act provisions, and not under the insolvency
law that would otherwise apply. The powers of the receiver under the orderly liquidation authority
were based on the powers of the FDIC as receiver for depository institutions under the FDIA.
However, the provisions governing the rights of creditors under the orderly liquidation authority
were modified in certain respects to reduce disparities with the treatment of creditors’ claims under
the U.S. Bankruptcy Code as compared to the treatment of those claims under the new authority.
Nonetheless, substantial differences in the rights of creditors exist as between these two regimes,
including the right of the FDIC to disregard the strict priority of creditor claims in some
circumstances, the use of an administrative claims procedure to determine creditors’ claims (as
opposed to the judicial procedure utilized in bankruptcy proceedings), and the right of the FDIC to
transfer claims to a “bridge” entity.

An orderly liquidation fund will fund such liquidation proceedings through borrowings from the
Treasury Department and risk-based assessments made, first, on entities that received more in the
resolution than they would have received in liquidation to the extent of such excess, and second, if
necessary, on bank holding companies with total consolidated assets of $50 billion or more, such as
M&T. If an orderly liquidation is triggered, M&T could face assessments for the orderly liquidation
fund.

The FDIC has developed a strategy under the orderly liquidation authority referred to as the
“single point of entry” strategy, under which the FDIC would resolve a failed financial holding
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company by transferring its assets (including shares of its operating subsidiaries) and, potentially,
very limited liabilities to a “bridge” holding company; utilize the resources of the failed financial
holding company to recapitalize the operating subsidiaries; and satisfy the claims of unsecured
creditors of the failed financial holding company and other claimants in the receivership by
delivering securities of one or more new financial companies that would emerge from the bridge
holding company. Under this strategy, management of the failed financial holding company would be
replaced and shareholders and creditors of the failed financial holding company would bear the
losses resulting from the failure.

Depositor Preference

Under federal law, depositors and certain claims for administrative expenses and employee
compensation against an insured depository institution would be afforded a priority over other
general unsecured claims against such an institution in the “liquidation or other resolution” of such
an institution by any receiver. If an insured depository institution fails, insured and uninsured
depositors, along with the FDIC, will have priority in payment ahead of unsecured, non-deposit
creditors, including depositors whose deposits are payable only outside of the United States and the
parent BHC, with respect to any extensions of credit they have made to such insured depository
institution.

Financial Privacy and Cyber Security

The federal banking regulators have adopted rules that limit the ability of banks and other financial
institutions to disclose non-public and personally identifiable information about consumers to non-
affiliated third parties. These limitations require disclosure of privacy policies to consumers and, in
some circumstances, allow consumers to prevent disclosure of certain personal information to a non-
affiliated third party. These regulations affect how consumer information is transmitted through
diversified financial companies and conveyed to outside vendors. In addition, consumers may also
prevent disclosure of certain information among affiliated companies that is assembled or used to
determine eligibility for a product or service, such as that shown on consumer credit reports and asset
and income information from applications. Consumers also have the option to direct banks and other
financial institutions not to share information about transactions and experiences with affiliated
companies for the purpose of marketing products or services. Federal law makes it a criminal
offense, except in limited circumstances, to obtain or attempt to obtain customer information of a
financial nature by fraudulent or deceptive means.

In November 2021, the federal banking agencies issued a final rule requiring banking
organizations to notify their primary regulator as soon as possible and within 36 hours of determining
that a “notification incident” has occurred. A notification incident is a “computer-security incident”
that has materially disrupted or degraded, or is reasonably likely to materially disrupt or degrade, the
banking organization’s ability to deliver services to a material portion of its customer base,
jeopardize the viability of key operations of the banking organization, or impact the stability of the
financial sector. The final rule also requires specific and immediate notifications by bank service
providers that become aware of similar incidents. The rule is effective April 1, 2022, with
compliance required by May 1, 2022.

Financial institutions regulated by the NYSDFS, including M&T Bank, are also subject to
NYSDFS regulations on cybersecurity matters, including, among other things, requirements to (i)
establish and maintain a cyber security program designed to ensure the confidentiality, integrity and
availability of their information systems; (ii) implement and maintain a written cyber security policy
setting forth policies and procedures for the protection of their information systems and nonpublic
information; and (iii) designate a Chief Information Security Officer.
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Many states and regulators have been increasingly active in implementing privacy and
cybersecurity standards and regulations, including implementing or modifying their data breach
notification and data privacy requirements. One example of recent state legislation is the California
Consumer Privacy Act (“CCPA”), which became effective on January 1, 2020 and applies to for-
profit businesses that conduct business in California and meet certain revenue or data collection
thresholds. November 2020 amendments expanding the scope of and requirements under the CCPA
will generally become effective on January 1, 2023.

Consumer Protection Laws and the Consumer Financial Protection Bureau Supervision
In connection with their respective lending and leasing activities, M&T Bank, Wilmington Trust,
N.A. and certain of their subsidiaries, are each subject to a number of federal and state laws designed
to protect borrowers and promote lending to various sectors of the economy. Such laws include: the
Equal Credit Opportunity Act, the Fair Credit Reporting Act, the Fair and Accurate Credit
Transactions Act, the Truth in Lending Act, the Home Mortgage Disclosure Act, the Electronic Fund
Transfer Act, the Real Estate Settlement Procedures Act, the Military Lending Act, the
Servicemembers Civil Relief Act, and various state law counterparts. Furthermore, the CFPB has
issued integrated disclosure requirements under the Truth in Lending Act and the Real Estate
Settlement Procedures Act that relate to the provision of disclosures to borrowers. There are also
consumer protection laws governing deposit taking activities (e.g. Truth in Savings Act), as well
securities and insurance laws governing certain aspects of the Company’s consolidated operations.

The CFPB has broad powers to supervise and enforce most federal consumer protection laws.
The CFPB has broad rule-making authority for a wide range of consumer protection laws that apply
to all banks and savings institutions, including the authority to prohibit “unfair, deceptive or abusive”
acts and practices. The CFPB has examination and enforcement authority over all banks and savings
institutions with more than $10 billion in assets, including M&T Bank.

In addition, federal law permits states to adopt consumer protection laws and standards that are
more stringent than those adopted at the federal level and, in certain circumstances, permits state
attorneys general to enforce compliance with both the state and federal laws and regulations.

Community Reinvestment Act

The CRA is intended to encourage depository institutions to help meet the credit needs of the
communities in which they operate, including low- and moderate-income neighborhoods, consistent
with safe and sound operations. CRA examinations are conducted by the federal agencies that are
responsible for supervising the relevant depository institutions: the Federal Reserve, the FDIC and
the OCC. For purposes of the CRA, M&T is regulated by the Federal Reserve. A financial
institution’s performance in helping to meet the credit needs of its community is evaluated in the
context of information about the institution (capacity, constraints and business strategies), its
community (demographic and economic data, lending, investment, and service opportunities), and its
competitors and peers. Upon completion of a CRA examination, an overall CRA Rating is assigned
using a four-tiered rating system. These ratings are: “Outstanding,” “Satisfactory,” “Needs to
Improve” and “Substantial Noncompliance.” The CRA evaluation is used in evaluating applications
for future approval of bank activities including mergers, acquisitions, charters, branch openings and
deposit facilities. An unsatisfactory CRA evaluation could result in the delay or denial of acquisition
or merger applications, among other activities. M&T Bank has a current rating of “Outstanding.”
M&T Bank is also subject to New York State CRA examination and is assessed using a 1 to 4
scoring system. M&T Bank currently has a rating of 1, or “Outstanding” from the NYSDFS.
Wilmington Trust, N.A. has been designated a special purpose trust company since March 3, 2016,
and is therefore exempt from the requirements of the CRA. In September 2020, the Federal Reserve
released an Advance Notice of Proposed Rulemaking that sought public comment on ways to
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modernize the Federal Reserve’s CRA regulation. The effects on the Company of any potential
change to the CRA rules will depend on the final form of any Federal Reserve rulemaking and cannot
be predicted at this time.

Bank Secrecy Act Regulation and Anti-Money Laundering Obligations

Federal laws and regulations impose obligations on U.S. financial institutions, including banks and
broker/dealer subsidiaries, to implement and maintain appropriate policies, procedures and controls
which are reasonably designed to prevent, detect and report instances of money laundering and the
financing of terrorism and to verify the identity of their customers. These provisions also require the
federal financial institution regulatory agencies to consider the effectiveness of a financial
institution’s anti-money laundering activities when reviewing bank mergers and BHC acquisitions.
Failure of a financial institution to maintain and implement adequate programs to combat money
laundering and terrorist financing could have serious legal and reputational consequences for the
institution, including the denial by federal regulators of proposed merger, acquisition, restructuring or
other expansionary activity.

The Financial Crimes Enforcement Network (“FinCEN”), which drafts regulations
implementing the USA PATRIOT Act and other anti-money laundering and Bank Secrecy Act
legislation, has adopted rules that require financial institutions to, among other things, obtain
beneficial ownership information with respect to legal entities with which such institutions conduct
business, subject to certain exclusions and exemptions. Bank regulators are focusing their
examinations on anti-money laundering compliance, and M&T continues to monitor and augment,
where necessary, its Bank Secrecy Act and Anti-Money Laundering (“BSA/AML”) Compliance
Program.

The Anti-Money Laundering Act of 2020 (“AMLA”), which amends the BSA, was enacted in
January 2021. The AMLA is intended to comprehensively reform and modernize U.S. bank secrecy
and anti-money laundering laws. Among other things, it codifies a risk-based approach to anti-money
laundering compliance for financial institutions; requires the U.S. Department of the Treasury to
promulgate priorities for anti-money laundering and countering the financing of terrorism policy;
requires the development of standards for testing technology and internal processes for BSA
compliance; expands enforcement and investigation-related authority, including increasing available
sanctions for certain BSA violations; and expands BSA whistleblower incentives and protections. In
June 2021, FinCEN issued the priorities for anti-money laundering and countering the financing of
terrorism policy required under AMLA. The priorities include: corruption, cybercrime, terrorist
financing, fraud, transnational crime, drug trafficking, human trafficking and proliferation financing.
M&T reviews and monitors its anti-money laundering compliance program to ensure it complies
with the changes reflected in the AMLA and the regulations that implement it.

Office of Foreign Assets Control Regulation

The United States has imposed economic sanctions that prohibit transactions with designated foreign
countries, nationals and others. These are typically known as the “OFAC?” rules based on their
administration by the U.S. Treasury Department Office of Foreign Assets Control (“OFAC”). The
OFAC-administered sanctions targeting countries take many different forms. Generally, however,
they contain one or more of the following elements: (i) restrictions on trade with or investment in a
sanctioned country, including prohibitions against direct or indirect imports from and exports to a
sanctioned country and prohibitions on “U.S. persons” engaging in financial transactions relating to
making investments in, or providing investment-related advice or assistance to, a sanctioned country;
and (ii) a blocking of assets in which the government or specially designated nationals of the
sanctioned country have an interest, by prohibiting transfers of property subject to U.S. jurisdiction
(including property in the possession or control of U.S. persons). Blocked assets (e.g. property and
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bank deposits) cannot be paid out, withdrawn, set off or transferred in any manner without a license
from OFAC. Failure to comply with these sanctions could have serious legal and reputational
consequences, including denial by federal regulators of proposed merger, acquisition, restructuring,
or other expansionary activity. The OFAC rules are included as part of M&T’s BSA/AML
Compliance Program, which M&T continues to monitor and augment, where necessary.

Regulation of Insurers and Insurance Brokers

The Company’s operations in the areas of insurance agency/brokerage and reinsurance of credit life
insurance are subject to regulation and supervision by various state insurance regulatory authorities.
Although the scope of regulation and form of supervision may vary from state to state, insurance
laws generally grant broad discretion to regulatory authorities in adopting regulations and
supervising regulated activities. This supervision generally includes the licensing of insurance
brokers and agents and the regulation of the handling of customer funds held in a fiduciary capacity.
Certain of M&T’s subsidiaries that are engaged in insurance-related activities are subject to extensive
regulatory supervision and to insurance laws and regulations requiring, among other things,
maintenance of capital, record keeping, reporting and examinations.

Federal Reserve Policies

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

Corporate Governance

M&T’s Corporate Governance Standards and the following corporate governance documents are also
available on M&T’s website at the Investor Relations link: Disclosure and Regulation FD Policy;
Executive Committee Charter; Nomination, Compensation and Governance Committee Charter;
Audit Committee Charter; Risk Committee Charter; Financial Reporting and Disclosure Controls and
Procedures Policy; Code of Ethics for CEO and Senior Financial Officers; Code of Business Conduct
and Ethics; and Employee Complaint Procedures for Accounting and Auditing Matters. Copies of
such governance documents are also available, free of charge, to any person who requests them. Such
requests may be directed to M&T Bank Corporation, Shareholder Relations Department, One M&T
Plaza, 8th Floor, Buffalo, NY 14203-2399 (Telephone: (716) 842-5138).

Human Capital Resources

M&T recognizes employees are the difference makers that drive its success. The Company’s talent
strategy focuses on recruiting, developing, promoting and retaining high-performing, diverse
individuals whose strengths align with M&T’s values, purpose and leadership competencies to create
and maintain a highly competitive workforce.

20



As of December 31, 2021, the Company employed 17,569 full-time and part-time employees.
The Company’s employee base is concentrated in the Northeast and Mid-Atlantic United States, with
approximately 58% of employees residing in New York, followed by 12% in Maryland, 10% in
Delaware and the remainder primarily concentrated in the other states where M&T Bank maintains a
retail bank branch presence. Approximately 4% of the Company’s employee base resides outside of
its retail banking footprint. Inclusive in the above, as of December 31, 2021, the Company employed
115 international employees based in the UK, Ireland, Canada, Germany and France. The Company’s
employee base includes 3,793 employees that support customers in the retail branch network.
Overall, the average tenure of the Company’s employees is 10 years and the average tenure of the
Company’s executive officers is 24 years.

Talent Attraction and Diversity, Equity and Inclusion

M&T leverages various channels to effectively identify, develop and recruit high-caliber
talent throughout its footprint. Current employees are leveraged to supplement the Company’s
normal recruiting processes. The Employee Referral Program typically serves as the primary tool for
generating applicants, and it accounted for 29% of new hires in 2021. In addition, the Company’s
Talent Acquisition Ambassador Program, which was implemented in 2020 and currently includes
approximately 60 employees throughout different business lines, dedicated over 800 hours towards
promoting awareness of M&T career opportunities within the Company’s communities.

M&T’s recruitment team strives to create and maintain diverse representation at all levels
and in all areas of the organization to promote a sense of belonging among employees and maintain a
workforce that reflects the communities the Company serves. M&T employees attended 51
individual diversity-based recruiting events in 2021 with target audiences crossing many diversity
dimensions, such as Black, LatinX, Veterans, LGBTQ+, individuals with disabilities and women.
The Company also works with diversity-focused schools and organizations as part of its efforts to
recruit and maintain a diverse workforce. In 2021, 41% of total corporate hires were people of color
and 62% were women, 47% of summer interns were people of color, and 44% of the participants in
the Company’s Technology Internship Program were people of color. As of December 31, 2021, the
entire Company’s workforce consisted of approximately 60% women and 24% people of color.

To further drive diversity within the company, M&T also supports several employee resource
group charters and chapters, which are voluntary, employee-driven groups organized around a
particular shared interest and characteristic, such as race, ethnicity, gender, sexual orientation or
differing abilities. Approximately 34% of the Company’s employees and 53% of managers are
involved in these groups. The Company’s diversity efforts are led by its Chief Diversity Officer, who
is a member of senior leadership, and the Senior Leadership Diversity & Inclusion Council, both of
which champion inclusion efforts throughout the Company. M&T’s Board of Directors also receives
regular updates on the Company’s diversity, inclusion and belonging efforts.

Development and Engagement

The Company’s performance management philosophy is foundational to its employees’
success, focusing on reinforcing values, providing continuous, transparent feedback and recognizing
and rewarding outstanding performance. The Company helps empower employee performance and
cultivate employee development through a variety of learning offerings on topics such as technical,
job-specific skills and professional development, including courses aligned with the Company’s
enterprise-wide leadership competencies. Training content is made available as synchronous,
asynchronous, and blended learning solutions to promote employee access. The Company also
invests in creating its leaders of tomorrow through various internal programs including its Manager
Acceleration Program, Management Development Program, Executive Associate Program,
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Technology Development Program and two additional programs focused on the Company’s high-
performing diverse employees — the Rising Leadership Development Program and Equity One.

M&T’s commitment to finding the best talent, creating a positive employee experience and
fostering development results in a highly engaged employee base that drives the Company’s success.
Since 2001, the Company has conducted 16 “Engagement Surveys,” with average participation rates
above 90%, demonstrating a commitment to fostering candid, open and honest, two-way
communication with employees to enhance the workplace. All survey results are reviewed with
senior management and shared with individual managers, who identify and implement improvements
based on employees’ feedback, as well as presented to M&T's Board of Directors. Employees also
participate in action planning within individual work groups. In addition, M&T conducts other
surveys to monitor and guide the employee experience throughout an employee’s time with the
Company. Surveys are conducted at various times, such as new hire onboarding as well as in
connection with key events, such as acquisitions. M&T has also conducted numerous employee
surveys during the COVID-19 pandemic.

Employee engagement is also fostered through the Company’s allotment of 40 hours of
volunteer time for each employee to make a difference in the communities in which they serve.
Although volunteer opportunities recently have been limited by the pandemic, in 2021, M&T
employees volunteered approximately 50,000 hours and served on the boards of over 170 non-profit
organizations.

Compensation, Health and Wellness

The Company provides comprehensive compensation and benefits programs intended to attract,
retain and incentivize its employees. In addition to base pay, these programs (which vary by country
and region) include cash incentives, long term equity-based awards, an Employee Stock Purchase
Plan, a 401(k) Plan, healthcare and insurance benefits, health savings and flexible spending accounts,
paid time off, parental leave, family care resources, flexible work schedules, employee assistance
programs and tuition assistance, among others.

The Company’s wellness program provides employees and their families with resources that
may be helpful in navigating life events and are designed to provide support to help improve their
well-being. In addition to addressing employees’ physical needs through flexible and convenient
medical plan and telemedicine options, M&T endeavors to find ways to contribute to employees’
emotional health and social well-being through various programs offered to employees. The
Company partners with several of its medical partners to offer sponsored events and courses, led by
medical experts, and also works to help employees manage their financial wellness through free
educational resources.

As part of its ongoing response to the global COVID-19 pandemic, the Company continues to
educate employees on safety precautions through communications and webinars while maintaining
safety measures including protective equipment and increased sanitation at all work sites. The
Company also continued to support work from home practices for employees capable of performing
their duties remotely throughout 2021. In 2022, M&T will continue to monitor the COVID-19
pandemic and take appropriate measures to protect the safety and health of employees with the goal
of bringing many employees back to the office in a hybrid working model, balancing on-site
collaboration with employee flexibility.

Competition

The Company faces extensive and intensive competition in the products and services it offers. The
Company competes in offering commercial and personal financial and wealth services with other
banking institutions and thrifts and with firms in a number of other industries, such as credit unions,
personal loan companies, sales finance companies, leasing companies, securities brokerage firms,
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mutual fund companies, hedge funds, wealth and investment advisory firms, insurance companies
and other financial services-related entities. Furthermore, diversified financial services companies are
able to offer a combination of these services to their customers on a nationwide basis. ‘Financial
technology companies, using digital, mobile and other technologies, also are increasingly offering
traditional banking products and services, which has resulted in the Company contending with a
broader range of competitors, including many that are not located within the geographic footprint of
the Company’s banking office network.

Other Information

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

Disclosure Pursuant to Subpart 1400 of Regulation S-K

See cross-reference sheet for disclosures incorporated elsewhere in this Annual Report on Form 10-
K.
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Table 1

SELECTED CONSOLIDATED YEAR-END BALANCES

2021 2020 2019 2018 2017
(In thousands)

Interest-bearing deposits at banks......... $ 41,872,304 $ 23,663,810 § 7,190,154 $§ 8,105,197 $§ 5,078,903
Federal funds sold.........ccccocovcenuninnnens — — 3,500 —t —]

Trading aCCOUNt ......oovvveveveeeeeeeeereae 468,031 1,068,581 470,129 185,584 132,909
Investment securities
U.S. Treasury and federal

AZENCIES ..e.vvieeriereiieneenicneeereneneas _ 6,504,382 6,360,218 8,746,749 11,746,240 _ 13,851,832
Obligations of states and political ) . -"-]
L subdiVisSiOns.........cccvienciicnineciinn _ _1m 1,531 4,915 9,153 27,151
Other ....ccooirioiiiiircicecec i 651,301 683,948 745,587 937,420 785,542
[T Total investment securities .......___ 7,155,860 ____7,045697___9497,251___12,692,813___14,664,525]

Loans and leases

Commercial, financial, leasing, J
| et e 23,621,188 27,801,382 23,987,897___ 23,136,913 _ 21,900,258
Commercial real estate.................... 35,473,884 37,728,844 35,633,593 34,448,927 33,450,133
EResndentlal real estate... 16, 077 275 __16,786,673____16,193,154____17, 191 566 19,6_40,8%]
CONSUMET .....cvieiieiiiieiiniannsnenennes 17,964,331 _ 16,558,889 _ 15,373,881 _ 13,956,086 _ 13,251,665
[ ___ Total loans and leases ceveeneenen 93,136,678 98,875,788 ___91,188,525_ _ 88,733,492 88,242,8‘86_‘.i
__Unearned discount.........cc..oooovennence. (224,226) (339,921) (265,656) (267,015) (253,903)
Loans and leases, net of ,
unearned discount................... 92,912,452 98,535,867___ 90,922,869 88,466,477___ 87,988,983
Allowance for g;c_d_itjg_ss_ei............; (1,469,226)1 (1,736,387) _ (1,051,071) _ (1,019.444) _ (1,017,198)
.. Loans and leases, net ................. _..91,443,226_ 96,799,480 ___89,871,798 ___87,447,033_ _86,971,7_85_}
GOOAWIll ..o 4,593,112 4,593,112 4,593,112 4,593,112 _ 4,593,112
Core deposit and other intangible
ASSBLS.c.cuerrveneeienererenereeneeeneneesnecennes _ 3,998_ _ 14,165 29,034 47,067 _ 71,589
Real estate and other assets owned....... 23,901 34,668 85,646 78,375. 111,910
fTotaI ASSELS .vveeeiereerie st neeee e e __155,107,160__142 601 105 _119,872,757_ 120,097,403 _1 18,593,45-7]
Noninterest-bearing deposits ... 60,131,480 __ 47,572,884 __ 32,396,407 ___ 32,256,668 _ 33,975,180
Savings and interest-checking depOSltS _ 68,603,966 67,680,840 _ 54,932,162 _ 50,963,744 _ 51,698,008
lTlmevdeposnts ........................................ __2,807,963 _ 3 899, 910 _ 5 757, 456 6,124 254 - ‘6,580,96-2—_(1
Deposits at Cayman Islands office........ — 652,104 1,684,044 811,906 177,996
. _Total deposits........c.ccceeereruncne 131,543,409 _ 119,805,738__ 94,770,069 ____ 90,156,572 ___92,432 146]
Short-term borrowings.........c.ccocceeerecne .Y 046___ _ 59482 62363 __ 4398378 175,099
Long-term borrowings.... 3 485 369 __ _4 382 193M_6 986,186 8,444,914 8 141 4301
Total liabilities.......ooooorvcriiciinnennncnnnns ]37 203,755 126,413,822 104,156,108 104,637,212 102,342,668
Shareholders s L1115 2 UONRUORRU I A 903, 405 _16,187,283 15,716,649 15,460,191 __ 16,250,819 j
Table 2
SHAREHOLDERS, EMPLOYEES AND OFFICES
Number at Year-End 2021 2020 . 2019 2018 2017
Shareholders..........ooooovvivniiiniiie 16,099 16,797 17,333 18,099 18,864
Employees, SR e 17,569 17,373 17,773 17,267 16,794
10§ 417U URUUUPOT RPN 724 751 771 794 833

24



Table 3

CONSOLIDATED EARNINGS
2021 2020 2019 2018 2017
(In th ds)

Interest income 1

Loans and leases, including fees.................cc.cccovvvnen... $3,748,988 $3,975,053  $4,442,182 $4,164,561 $3,742,867

Investment securities

Fully taxable ............ccoooooiviiiiiii 141,046 176,469 288,532 323,912 361,157
Exempt from federal taxes.....................orrrorvvoeree 116 __ 183 321 665 1,431 ]

Deposits at banks ........c.oooooiiiiiiiiiiii 47491 32,956 141,397 108,182 61,326
1,143 8.051 _ 7,161 _ 1,391 _ 1,014 )

Total INterest INCOME ..............oooverveiereieieierereerinenens 3938,784 4,192,712 4,879,593 4,598,711 __ 4,167,795
Interest expense -

Savings and interest-checking deposits............................ 32,998 146,701 368,003 215,411 133,177
TIME AEPOSIES. ..., 18,635 66,280 95,426 51,423 61,505 ]

Deposits at Cayman Islands Office.......covviiiiiiiiicieeinn _ 201 4,054 21,917 5,633 1,186
ShOM={erm BOITOWINES ... 7 28 24,741 5,386 1,511

Long-term DOrTOWINES .........ovooviiioiiieiiiierciineeieeees 62,165 109332 239242 _ 248,556 _ 189,372
“Total INETESt EXPENSE oo oo " T114,006 326,395 749,329 526,409 386,751 ]

Net interest inCome ............o.cooooveiiiiiiiieieicneiiiieaenans 3,824, 778 3,866,317 4,130,264 4,072, 302 3,781,044
Provision for credit I0SSES ..o — (75,000) __ 800,000 176,000 132,000 ___ 168 000 ]

Nﬂterest income after provision for credit losses .......... 3,899,778 3,066,317 _ 3,954,264 3940302 3,613,044
Other income ___ - R .
_I\_/I_ggggge_banking TEVENUES ......ovveiciieiieecieece e sessennes _ 571,329 566,641 457,770 360,442 363,827
Service charges on deposit accounts 402,113 __ 370,788___ 432978 429337 ___ 427 372-_}
TIUSE INCOME ......eovevviveeieeieeeeees e eenrnene e eeesreaeeni 644,716 601,884 572,608 537,585 501,381
Brokerage SErvices inCOME ...........coooviiriiiiinieienniiniceens ___62791 47428 48,922 51,069 61,445
Trading account and foreign exchange gams . _..24376_ _40,536___ 62,044 32,547 35, 301
Gain (loss) on bank iNVeStment SECUILES ..............core.. el 220) (9 421) 18,037 (6,301) 21 279 ,
Other revenues from operations................ SR TPUN N 482,889 _ 470 588 469,320 _ 451,321 440538
Total other.income...........cccccoenee. s _ 2,166,994 2,088,444 2061679 1,856,000  _ 1.851,143 3
Other expense .
Salaries and employee benefits..........cccccoiiciiccinn 2,045,677 _ 1,950, 692 ] 900 797 l ,752,264_ 1,648,794 |
Equlpment and net occupancy _..... e _326 698 322,037 324, Q:/?q____ 298,828 295,084
Outside data processing and software ..... 291, 839 .. _258480___ 229,731 _ _199,025___ 184, 670-1
FDlC assessments.................. R . ___§9_ 79i _..53.803 41, 5_3*5q __ 68256 101 871
Advemsmg and marketmg ................................................. 64428 61904 ___ 93472 85710 ___ _ 69 203]
Printing, postage and supplies..............cooooiscoen. 36,507 39,869 _.39.893_ 35658 _ _35F 960
fAmortization of core deposit and other intangible assets... __“10,_167‘ _14869__ _ 19,490 _ 24522 3l 366
Other costs 0f Operations ..., 766,603 683,586 _ 819,685 823,529 _ 773,377
L Total other expense......... _ 3,611,623 3,385,240 _ 3,468,682 _ 3,288,062 _ 3,140,325, !
Income before income taxes . . 2,455,149 1,769 52]_ _.2,547,261 2,508,240 2,323,862
Income BAXES ..eeeeeeere oo eteeeeet et e eeeee e e e eabe st eabaeaseennnenneeenens 596 403 ) 416 369 61 8 117 _ 590 160 915 556 ] ]
Net income........... e e $1,858,746 $1,353,152 _$1,929,149 $1,918,080 $1.408306
DlVldendsdeclared e e e
Common........ . $ 582 967 $ 569 076 $_552 21(3_ $_510,458 _§ 457, 200
LPreferred _72 915_ _ 68 228 ~ 72 482 72 521 72 734 |
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Table 4

COMMON SHAREHOLDER DATA

2021 2020 2019 2018 2017
Per share
Net income
| BASIC ... vt T $ 1381 _$_994 $ 13.76__8$_12.75_ $_ 872 |
Diluted..........ccueenne...... 13.80 9.94 13.75 12.74 8.70
{__Cash dividends declared....... s 4.50 4.40 4.10 3.55 3.00_|
Common shareholders’ equity at at year -end......oveeeeeneenen. 125.51 116.39 110.78 102.69 100.03
Tanglble common shareholders’ equity at -
- year-end......c.cooencinieinscereneesecsenenen 89,80 80.52 7544 69.28 69 08_}
Dividend payout ratio.......c.cecceeerreereernnerneenenscrnniieseenns 32.69% 44.32% 29.70%  27.66%  34.24%
Table 5§
CHANGES IN INTEREST INCOME AND EXPENSE(a)
2021 Compared with 2020 2020 Compared with 2019
Resulting from Resulting from
Changes in: Changes in:
Total Total
Change Volume Rate Change  _Volume Rate
) (Increase (decrease) in thousands)
Interest income (a) ' |
Loans and leases, including fees....................... $(228,557) 313 (228, §_7_(_))§(£_1_7_2_ 523)_336,371 (808, 8_9ﬁ)
Deposits at banks......cc.covevenevennieercenereecenen _ 14535 30,322 __ (15,787) _(108,441)__85,334_ (193, 775)
Federal funds sold and agreements to resell
SECUTTHICS ..oevenerireinrircenceiieeniaan (6,783)__(4,294) _ (2.489) 1,478 9,526 (8, 048)

Trading account
Investment securities

(169) (60) (109) (731) __(358) (373)

L__U.S._Treasury_and‘federal agencies............ . (35,670)_(38,576) _.___2 9)06___(9‘7,088)_(75&,239_)_(22,8495
Obligations of states and political
SubdiviSions. ..o (95) (105) 10 (173) (189) 16
L_Other ..o et SR . 255 (642) 897__ (14.979)___(2,536)__(12,443)
Total interest iNCOME.......ooevereireciicccereannes $(256,484) $(692,457)
—-otalm
Interest expense — ]

Interest-bearing deposits ‘
[[Savings and interest-checking deposits......._$(113, 703) 14,603 __(128,306) $(221,304)__51,927__(273,231)

Time deposits ..oococoveseiiiiiiiire e, (47,645)_(17.823)__ (29.822)__ (29,146) _(19,098)_ (10, 048)
Deposits at Cayman Islands office ... . (3,853)__(2,100)__ _(1,753) __(17,863)___(3.,417)__(14, 446)
Short-term borrowings..........o..coocvenenne. .. 21)_. 4 (25).__(24,713)_(12,130) _(12,583)
Long-term borrowings.........ccceccveeereeverescnennne 147216 )_(40,540) ____(6,627). 5129,909) (49, 983) (79, 926)
Total interest €Xpense.......c.ocevvvvveenecnucininne 1212 389) $(422,935)

(a) Interest income data are on a taxable-equivalent basis. The apportionment of changes resulting from the
combined effect of both volume and rate was based on the separately determined volume and rate changes.
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Item 1A. Risk Factors.

Risk Factors Summary
Risks Relating to the Merger with People’s United

M&T is expected to incur significant costs related to the merger and integration.

Combining M&T and People’s United may be more difficult, costly or time-consuming than
expected, and M&T may fail to realize the anticipated benefits of the merger.

M&T may be unable to retain M&T and/or People’s United personnel successfully.

The COVID-19 pandemic may delay and adversely affect the completion of the merger.
Regulatory approval from the Federal Reserve Board may not be received, may take longer
than expected, or may impose conditions that are not presently anticipated or that could have
an adverse effect on M&T following the merger.

Failure to complete the merger could negatively impact M&T.

M&T is subject to business uncertainties and contractual restrictions while the merger is
pending.

Litigation related to the merger has been filed-against People’s United, the People’s United
board of directors and M&T, and additional litigation may be filed against People’s United,
the People’s United board of directors, M&T and the M&T board of directors in the future,
which could prevent or delay the completion of the merger, result in the payment of damages
or otherwise negatively impact the business and operations of M&T.

Risks Relating to COVID-19 Pandemic

M&T’s business, financial condition, capital and results of operations have been, and will
likely continue to be, adversely affected by the COVID-19 pandemic.

Market Risk

Weakness in the economy has adversely affected the Company in the past and may adversely
affect the Company in the future.

The Company’s business and financial performance is impacted significantly by market
interest rates and movements in those rates. The monetary, tax and other policies of
governmental agencies, including the Federal Reserve, have a significant impact on interest
rates and overall financial market performance over which the Company has no control and
which the Company may not be able to anticipate adequately.

The discontinuation of LIBOR as a permissible rate index in new contracts after 2021, the
formal announcement of LIBOR’s cessation date (June 30, 2023), and ongoing uncertainty
related to the emergence of one or more alternative benchmark indices to replace LIBOR
could adversely impact the Company’s business and results of operations.

The Company’s business and performance is vulnerable to the impact of volatility in debt and
equity markets.

The Company’s regional concentrations expose it to adverse economic conditions in its
primary retail banking office footprint.

Risks Relating to Compliance and the Regulatory Environment

The Company is subject to extensive government regulation and supervision and this
regulatory environment can be and has been significantly impacted by financial regulatory
reform initiatives.

The Company may be subject to more stringent capital and liquidity requirements.

M&T’s ability to return capital to shareholders and to pay dividends on common stock may
be adversely affected by market and other factors outside of its control and will depend, in
part, on the results of supervisory stress tests administered by the Federal Reserve.
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e Ifan orderly liquidation of a systemically important BHC or non-bank financial company
were triggered, M&T could face assessments for the Orderly Liquidation Fund (“OLF”).
Credit Risk
e Deteriorating credit quality could adversely impact the Company.
e The Company may be adversely affected by the soundness of other financial institutions.
Liquidity Risk

e The Company must maintain adequate sources of funding and liquidity.

e Ifthe Company is unable to maintain or grow its deposits, it may be subject to paying higher
funding costs.

e MA&T relies on dividends from its subsidiaries for its liquidity.

Strategic Risk

¢ The financial services industry is highly competitive and creates competitive pressures that
could adversely affect the Company’s revenue and profitability.

e Difficulties in obtaining regulatory approval for acquisitions and in combining the operations
of acquired entities with the Company’s own operations may prevent M&T from achieving
the expected benefits from its acquisitions.

e  M&T could suffer if the Company fails to attract and retain skilled personnel.

Operational Risk

e The Company is subject to operational risk which could adversely affect the Company’s
business and reputation and create material legal and financial exposure.

e The Company’s information systems may experience interruptions or breaches in security,
including due to events beyond the Company’s control.

e The Company could incur higher costs, experience lower revenue, and suffer reputational
damage in the event of the theft, loss or misuse of information, including due to a cyber
security attack.

e The Company is subject to laws and regulations relating to the privacy of the information of
clients, employees or others, and any failure to comply with these laws and regulations could
expose the Company to liability and/or reputational damage.

e MA&T relies on other companies to provide key components of the Company’s business
infrastructure.

e The Company is or may become involved from time to time in suits, legal proceedings,
information-gathering requests, investigations and proceedings by governmental and self-
regulatory agencies that may lead to adverse consequences.

Business Risk

e Changes in accounting standards could impact the Company’s financial condition and results
of operations.

e The Company’s reported financial condition and results of operations depend on
management’s selection of accounting methods and require management to make estimates
about matters that are uncertain.

e The Company’s models used for business planning purposes could perform poorly or provide
inadequate information.

e The Company is exposed to reputational risk.

e The Company’s framework for managing risks may not be effective.

e Pandemics, acts of war or terrorism and other adverse external events could significantly
impact the Company’s business.

e The Company’s assets, communities, operations, reputation and customers could be
adversely affected by the impacts of climate risk
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Risk Factors

M&T and its subsidiaries face a number of potential risks and uncertainties that are difficult to
predict. As a financial institution, certain risk elements are inherent in the ordinary course of the
Company’s business activities and adverse experience with those risks could have a material impact
on the Company’s business, financial condition, liquidity and results of operations, as well as on the
values of the Company’s financial instruments and M&T’s securities, including its common stock.
The following risk factors set forth some of the risks that could materially and adversely impact the
Company, although there may be additional risks that are not presently material or known that may
adversely affect the Company. These risk factors include risks relating to M&T’s acquisition of
People’s United pursuant to an agreement and plan of merger, dated February 21, 2021, by and
among M&T, Bridge Merger Corp., a direct, wholly owned subsidiary of M&T, and People’s United
(the “merger agreement” and, such transaction, the “merger”).

Risks Related to the Merger with People’s United
M&T is expected to incur significant costs related to the merger and integration.

M&T has incurred and expects to incur significant, non-recurring costs in connection with
negotiating the merger agreement and closing the merger. In addition, M&T will incur integration
costs following the completion of the merger as M&T integrates the People’s United business,
including facilities and systems consolidation costs and employment-related costs.

There can be no assurances that the expected benefits and efficiencies related to the integration
of the businesses will be realized to offset these transaction and integration costs over time. M&T
may also incur additional costs to maintain employee morale and to retain key employees. M&T will
also incur significant legal, financial advisory, accounting, banking and consulting fees, fees relating
to regulatory filings and notices, SEC filing fees, printing and mailing fees and other costs associated
with the merger. Some of these costs are payable regardless of whether the merger is completed.

Combining M&T and People’s United may be more difficult, costly or time-consuming than
expected, and M&T may fail to realize the anticipated benefits of the merger.

The success of the merger will depend, in part, on the ability to realize the anticipated cost savings
from combining the businesses of M&T and People’s United. To realize the anticipated benefits and
cost savings from the merger M&T and People’s United must integrate and combine their businesses
in a manner that permits cost savings to be realized, without adversely affecting revenues and future
growth. If M&T and People’s United are not able to successfully achieve these objectives, the
anticipated benefits of the merger may not be realized fully or at all or may take longer to realize than
expected. In addition, the actual cost savings of the merger could be less than anticipated, and
integration may result in additional and unforeseen expenses.

An inability to realize the full extent of the anticipated benefits of the merger and the other
transactions contemplated by- the merger agreement, as well as any delays encountered in the
integration process, could have an adverse effect upon the revenues, levels of expenses and operating
results of M&T following the completion of the merger, which may adversely affect the value of
M&T’s common stock following the completion of the merger.

M&T and People’s United have operated and, until the completion of the merger, must
continue to operate, independently. It is possible that the integration process could result in the loss
of key employees, the disruption of each company’s ongoing businesses or inconsistencies in
standards, controls, procedures and policies that adversely affect the companies’ abilities to maintain
relationships with clients, customers, depositors and employees or to achieve the anticipated benefits
and cost savings of the merger. Integration efforts between the two companies may also divert
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management attention and resources. These integration matters could have an adverse effect on M&T
during this transition period and for an undetermined period after completion of the merger.

M&T may be unable to retain M&T and/or People’s United personnel successfully.

The success of the merger will depend in part on M&T’s ability to retain the talents and dedication of
key employees currently employed by M&T and People’s United. It is possible that these employees
may decide not to remain with M&T or People’s United, as applicable, while the merger is pending
or with M&T after the merger is completed. If M&T and People’s United are unable to retain key
employees, including management, who are critical to the successful integration and future
operations of the companies, M&T and People’s United could face disruptions in their operations,
loss of existing customers, loss of key information, expertise or know-how and unanticipated
additional recruitment costs. In addition, following the merger, if key employees terminate their
employment, M&T’s business activities may be adversely affected, and management’s attention may
be diverted from successfully integrating M&T and People’s United to hiring suitable replacements,
all of which may cause M&T’s business to suffer. In addition, M&T and People’s United may not be
able to locate or retain suitable replacements for any key employees who leave either company.

The COVID-19 pandemic may delay and adversely affect the completion of the merger.

The COVID-19 pandemic has created economic and financial disruptions that have adversely
affected, and are likely to continue to adversely affect, the business, financial condition, liquidity,
capital and results of operations of M&T and People’s United. If the effects of the COVID-19
pandemic cause a continued or extended decline in the economic environment and the financial
results of M&T or People’s United, or the business operations of M&T or People’s United are further
disrupted as a result of the COVID-19 pandemic, efforts to complete the merger and integrate the
businesses of M&T and People’s United may also be delayed and adversely affected. Additional time
may be required to obtain the requisite regulatory approval, and the Board of Governors of the
Federal Reserve System (the “Federal Reserve Board) may impose additional requirements on
M&T or People’s United that must be satisfied prior to completion of the merger, which could delay
and adversely affect the completion of the merger.

Regulatory approval from the Federal Reserve Board may not be received, may take longer than
expected, or may impose conditions that are not presently anticipated or that could have an adverse
effect on M&T following the merger.

Before the merger and the other transactions contemplated by the merger agreement may be
completed, certain regulatory approvals must be obtained. Approvals from the New York State
Department of Financial Services and the State of Connecticut Department of Banking, among other
regulatory approvals, have been received but the transaction remains subject to approval from the
Federal Reserve Board. That approval could be delayed or not obtained at all, including due to: an
adverse development in either party’s regulatory standing or in any other factors considered by
regulators when granting such approval, including factors not known at the present time and factors
that may arise in the future; governmental, political or community group inquiries, investigations or
opposition; or changes in legislation or the political environment generally. The Federal Reserve
Board has stated that if material weaknesses are identified by examiners before a banking
organization applies to engage in expansionary activity, the Federal Reserve Board will expect the
banking organization to resolve all such weaknesses before applying for such expansionary activity.
The Federal Reserve Board has also stated that if issues arise during the processing of an application
for expansionary activity, it will expect the applicant banking organization to withdraw its
application pending resolution of any supervisory concerns.
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Any Federal Reserve Board approval, if granted, may impose terms and conditions,
limitations, obligations or costs, or place restrictions on the conduct of M&T’s business or require
changes to the terms of the transactions contemplated by the merger agreement. There can be no
assurance that the regulator will not impose any such conditions, limitations, obligations or
restrictions and that such conditions, limitations, obligations or restrictions will not have the effect of
delaying the completion of any of the transactions contemplated by the merger agreement, imposing
additional material costs on or materially limiting the revenues of M&T following the merger or
otherwise reduce the anticipated benefits of the merger if the merger were consummated successfully
within the expected timeframe. In addition, there can be no assurance that any such conditions, terms,
obligations or restrictions will not result in the delay or abandonment of the merger. Additionally, the
completion of the merger is conditioned on the absence of certain orders, injunctions or decrees by
any court or regulatory agency of competent jurisdiction that would prohibit or make illegal the
completion of any of the transactions contemplated by the merger agreement.

In addition, despite the parties’ commitments to use their reasonable best efforts to comply
with conditions imposed by regulators, under the terms of the merger agreement, M&T will not be
required, and People’s United will not be permitted without M&T’s prior written consent, to take
actions or agree to conditions in connection with obtaining the foregoing permits, consents, approvals
and authorizations of governmental entities that would reasonably be expected to have a material
adverse effect on M&T and its subsidiaries, taken as a whole, after giving effect to the merger.

Failure to complete the merger could negatively impact M&T.

If the merger is not completed for any reason, there may be various adverse consequences and M&T
may experience negative reactions from the financial markets and from its customers and employees.
For example, M&T’s business may have been impacted adversely by the failure to pursue other
beneficial opportunities due to the focus of management on the merger, without realizing any of the
anticipated benefits of completing the merger. Additionally, if the merger agreement is terminated,
the market price of M&T common stock could decline to the extent that the current market price of
M&T common stock reflects a market assumption that the merger will be beneficial to M&T and will
be completed. M&T could be subject to litigation related to any failure to complete the merger or to
proceedings commenced against M&T to perform its obligations under the merger agreement. If the
merger agreement is terminated under certain circumstances, M&T may be required to pay a
termination fee of $280 million to People’s United.

Additionally, M&T has incurred and will incur substantial expenses in connection with the
negotiation and completion of the transactions contemplated by the merger agreement, as well as the
costs and expenses of preparing, filing, printing and mailing the joint proxy statement/prospectus for
the merger, and all filing and other fees paid in connection with the merger. If the merger is not
completed, M&T would have incurred these expenses without realizing the expected benefits of the
merger.

M&T is subject to business uncertainties and contractual restrictions while the merger is pending.

Uncertainty about the effect of the merger on employees and customers may have an adverse effect
on M&T. These uncertainties may impair M&T’s ability to attract, retain and motivate key personnel
until the merger is completed, and could cause customers and others that deal with M&T to seek to
change existing business relationships with M&T. In addition, subject to certain exceptions, M&T
has agreed to refrain from taking certain actions that may adversely affect its ability to consummate
the merger on a timely basis without People’s United’s consent. These restrictions may prevent M&T
from pursuing attractive business opportunities that may arise prior to the completion of the merger.
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Litigation related to the merger has been filed against People’s United, the People’s United board of
directors and M&T, and additional litigation may be filed against People’s United, the People’s
United board of directors, M&T and the M&T board of directors in the future, which could prevent
or delay the completion of the merger, result in the payment of damages or otherwise negatively
impact the business and operations of M&T.

Litigation related to the merger has been filed against People’s United, the People’s United board of
directors and M&T, and additional litigation may be filed against People’s United, the People’s
United board of directors, M&T and the M&T board of directors in the future. Among other
remedies, litigation that has been filed seeks, and additional litigation by shareholders of M&T
and/or stockholders of People’s United in the future may seek damages and/or to enjoin the merger
or the other transactions contemplated by the merger agreement. The outcome of any litigation is
uncertain. If any plaintiff were successful in obtaining an injunction prohibiting M&T or People’s
United from completing the merger or any other transactions contemplated by the merger agreement,
then such injunction may delay or prevent the effectiveness of the merger and could result in
significant costs to M&T, including costs in connection with the defense or settlement of any
shareholder lawsuits filed in connection with the merger. Further, such lawsuits and the defense or
settlement of any such lawsuits may have an adverse effect on the financial condition and results of
operations of M&T.

Risks Relating to COVID-19 Pandemic

M&T’s business, financial condition, capital and results of operations have been, and will likely
continue to be, adversely affected by the COVID-19 pandemic.

The COVID-19 pandemic has caused severe disruption to the U.S. and global economy and created
significant volatility in the financial markets. The duration of this disruption and impact cannot be
reasonably estimated at this time.

The pandemic has created economic and financial disruptions that have adversely affected, and
are likely to continue to adversely affect, the Company’s business, financial condition, capital and
results of operations. The extent to which the COVID-19 pandemic will continue to negatively affect
the Company’s business, financial condition, capital and results of operations will depend on future
developments, including the scope and duration of the pandemic, the emergence of new variants, the
effectiveness and distribution of vaccines and other public health measures, the continued
effectiveness of M&T’s business continuity plans, the direct and indirect impact of the pandemic on
the Company’s employees, customers, clients, counterparties, vendors, service providers and other
market participants, and actions taken by governmental authorities and other third parties in response
to the pandemic, all of which are highly uncertain and cannot be reasonably predicted.

Although economic and market conditions have generally improved during 2021, the COVID-
19 pandemic, including associated variants, has, at times, resulted in adverse economic and market
conditions. Depending on the duration and severity of the pandemic on general economic and
market conditions, consumer and corporate spending and investment and borrowing patterns, there is
a risk that adverse conditions could occur, including the following:

e Increased unemployment levels, interrupted income of consumers and decreased consumer
confidence generally, leading to an increased risk of delinquencies, defaults and
foreclosures;

e Increased disruption to businesses, permanent or temporary closure of businesses and
decreased business confidence generally, leading to increased risk of delinquencies,
defaults and bankruptcies;
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e  Aninitial sudden and significant reduction in the valuation of the equity, fixed-income and
commodity markets and the significant increase in the volatility of those markets;

e A decrease in the rates and yields on U.S. Treasury securities, which could negatively

impact the Company’s net interest income and margin;

Higher inflation and supply chain disruptions;

Declines in collateral values;

Increased demands on capital and liquidity;

Heightened cybersecurity, information security and operational risks to the Company,

including as a result of remote work arrangements for employees and increased digital and

mobile banking activities by customers;

e  Disruptions to the business operations of the Company, including temporary branch
closures and disruptions to branch and office openings, supply chains and employee travel
and working arrangements; and ’

e  Disruptions to business operations at counterparties, vendors and other service providers.

The pandemic is likely to continue to contribute to these risks and impacts and could affect
geographic areas in which the Company operates differently as further noted herein under “Market
Risk” and “Credit Risk.” As a result, the Company’s credit, liquidity, market, operational and other
risks are generally expected to remain elevated until the pandemic subsides. In addition, the
Company’s business operations continue to be at risk of adverse disruption if significant portions of
the Company’s workforce are unable to work effectively, including because of illness, quarantines,
government actions, failures in systems or technology that disrupt remote work arrangements or
other effects of the pandemic, or if the Company is unable to keep branches or offices open,
including because of risk of infection. The Company faces similar risks if its counterparties, vendors
and other service providers are unable to maintain operations due to pandemic-related disruptions.
The pandemic may also delay or adversely affect M&T’s efforts to complete the merger and integrate
the businesses of the Company and People’s United, if the effects of the COVID-19 pandemic cause
a continued or extended decline in the economic environment and the financial results of M&T or
People’s United or cause further disruption to the business operations of the Company or People’s
United. ‘

Governmental authorities have taken unprecedented measures to provide economic assistance to
individual households and businesses, stabilize the markets and support economic growth. The
success of those measures is not yet entirely known and those measures, or additional measures that
may be introduced, may not be sufficient to fully mitigate the negative impact of the COVID-19
pandemic. Additionally, some measures, such as a suspension of mortgage and other loan payments
and foreclosures, may have a negative impact on the Company’s business, financial condition,
liquidity, capital and results of operations. If such measures are not effective in mitigating the effects
of the COVID-19 pandemic on the Company’s borrowers, the Company may also experience higher
rates of default and increased credit losses in future periods. The Company also faces an increased
risk of litigation and governmental and regulatory scrutiny as a result of the effects of the COVID-19
pandemic on market and economic conditions and actions governmental authorities take in response
to those conditions. Furthermore, various government programs such as the Paycheck Protection
Program are complex and the Company’s participation may lead to litigation and governmental,
regulatory and third party scrutiny, negative publicity and damage to its reputation.
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The length of the pandemic and the efficacy of the measures being put in place to address it are
unknown. It is unknown when there will be a return to normal business activity and a subsiding of
the economic stress associated with the pandemic. Prolonged continuation of the pandemic could
worsen these risks and impacts. Until the pandemic subsides, the Company may experience reduced
revenues in certain of its fee-related businesses and increased customer and client defaulits, including
defaults in unsecured loans. Even after the pandemic subsides, the U.S. economy may experience a
prolonged economic slowdown or recession, and M&T anticipates the Company’s businesses would
be materially and adversely affected by a prolonged economic slowdown or recession. To the extent
the pandemic adversely affects the Company’s business, financial condition, liquidity, capital or
results of operations, it may also have the effect of heightening many of the other risks described in
this “Risk Factors” section and M&T’s other filings with the Securities and Exchange Commission,
including the Company’s business and operations following the completion of the merger with
People’s United.

Market Risk

Weakness in the economy has adversely affected the Company in the past and may adversely affect
the Company in the future.

Poor business and economic conditions in general or specifically in markets served by the Company
could have adverse effects on the Company’s business including:
e A decrease in the demand for loans and other products and services offered by the
Company.
e A decrease in net interest income derived from the Company’s lending and deposit
gathering activities.
e A decrease in the value of the Company’s investment securities, loans held for sale or
other assets secured by residential or commercial real estate.
e A decrease in fees from the Company’s brokerage, trust, and investment management
businesses associated with declines or lack of growth in stock market prices.
e  Potential higher FDIC assessments due to the DIF falling below minimum required levels.
An impairment of certain intangible assets, such as goodwill.
An increase in the number of customers and counterparties who become delinquent, file
for protection under bankruptcy laws or default on their loans or other obligations to the
Company. An increase in the number of delinquencies, bankruptcies or defaults could
result in higher levels of nonperforming assets, net charge-offs, provision for credit losses
as well as impairment write-downs of certain investment securities and valuation
adjustments on loans held for sale.

Volatility and uncertainty related to inflation and the effects of inflation, which may lead to
increased costs for businesses and consumers and potentially contribute to poor business and
economic conditions generally, may also enhance or contribute to some of the risks discussed herein.
For example, higher inflation, or volatility and uncertainty related to inflation, could reduce demand
for the Company’s products, adversely affect the creditworthiness of the Company’s borrowers or
result in lower values for the Company’s investment securities and other interest-earning assets.

The Company’s business and financial performance is impacted significantly by market interest rates
and movements in those rates. The monetary, tax and other policies of governmental agencies,
including the Federal Reserve, have a significant impact on interest rates and overall financial
market performance over which the Company has no control and which the Company may not be
able to anticipate adequately.
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As a result of the high percentage of the Company’s assets and liabilities that are in the form of
interest-bearing or interest-related instruments, changes in interest rates, including in the shape of the
yield curve or in spreads between different market interest rates, as well as changes linked to
inflation, can have a material effect on the Company’s business and profitability and the value of the
Company’s assets and liabilities.

For example, changes in interest rates or interest rate spreads may:

e  Affect the difference between the interest that the Company earns on assets and the
interest that the Company pays on liabilities, which impacts the Company’s overall net
interest income and profitability. ‘

e Adbversely affect the ability of borrowers to meet obligations under variable or adjustable
rate loans and other debt instruments, which, in turn, affects the Company’s loss rates on
those assets.

e  Decrease the demand for interest rate-based products and services, including loans and
deposits.

e  Affect the Company’s ability to hedge various forms of market and interest rate risk and
may decrease the profitability or protection or increase the risk or cost associated with
such hedges.

e  Affect mortgage prepayment speeds and could result in the impairment of capitalized
mortgage servicing assets, reduce the value of loans held for sale and increase the
volatility of mortgage banking revenues, potentially adversely affecting the Company’s
results of operations.

The monetary, tax and other policies of the government and its agencies, including the Federal
Reserve, have a significant impact on interest rates and overall financial market performance. These
governmental policies can thus affect the activities and results of operations of banking organizations
such as the Company. An important function of the Federal Reserve is to regulate the national supply
of bank credit and certain interest rates. The actions of the Federal Reserve influence the rates of
interest that the Company charges on loans and that the Company pays on borrowings and interest-
bearing deposits and can also affect the value of the Company’s on-balance sheet and off-balance
sheet financial instruments. Also, due to the impact on rates for short-term funding, the Federal
Reserve’s policies influence, to a significant extent, the Company’s cost of such funding.

In addition, the Company is routinely subject to examinations from various governmental
taxing authorities. Such examinations may result in challenges to the tax return treatment applied by
the Company to specific transactions. Management believes that the assumptions and judgment used
to record tax-related assets or liabilities have been appropriate. Should tax laws change or the tax
authorities determine that management’s assumptions were inappropriate, the result and adjustments
required could have a material effect on the Company’s results of operations. M&T cannot predict
the nature or timing of future changes in monetary, tax and other policies or the effect that they may
have on the Company’s business activities, financial condition and results of operations.

The discontinuation of LIBOR as a permissible rate index in new contracts after 2021, the formal
announcement of LIBOR’s cessation date (June 30, 2023), and ongoing uncertainty related to the
emergence of one or more alternative benchmark indices to replace LIBOR, could adversely impact
the Company’s business and results of operations.

The Company’s floating-rate funding, certain hedging transactions and a significant portion of the
Company’s products, such as floating-rate loans and mortgages, determine the applicable interest rate
or payment amount by reference to a benchmark rate, such as the London Interbank Offered Rate
(“LIBOR”), or to an alternative index, currency, basket or other financial metric.
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In July 2017, the Chief Executive of the Financial Conduct Authority (“FCA”), which regulates
LIBOR, announced that the FCA intended to stop persuading or compelling its panel banks to submit
rates for the calculation of LIBOR after 2021. This announcement created market uncertainty as to
whether and to what extent panel banks would continue to provide submissions for the calculation of
LIBOR after 2021 and as to the continued existence of LIBOR after 2021. The uncertainty lessened
in November 2020, when (i) public statements issued by the ICE Benchmark Administration
(“IBA”), the administrator of LIBOR, and the FCA, announced a proposal to, among other things,
extend the publication of the most commonly utilized tenors of USD LIBOR until June 30, 2023, and
(ii) a joint-statement of the federal bank regulators, including the Federal Reserve, indicated support
for the IBA proposal and encouraged banks to (a) transition away from USD LIBOR as soon as
practicable, (b) cease (with limited exceptions) entering into new contracts that use USD LIBOR as a
reference rate as soon as practicable and no later than December 31, 2021, and (c) for new contracts
entered into before December 31, 2021, either utilize a reference rate other than USD LIBOR or
include robust fallback language that includes a clearly defined alternative reference rate after USD
LIBOR’s discontinuation, noting that failure to do so would create safety and soundness risks. On
March 5, 2021, public statements by the FCA and IBA confirmed the future cessation (or non-
representativeness) of all USD LIBOR tenors, and specifically, the June 30, 2023 cessation date for
the most commonly utilized USD LIBOR tenors, after which USD LIBOR will either no longer exist
or no longer be representative of the underlying market it is intended to measure.

Following the initial FCA announcement in 2017, regulators and various financial industry
groups sponsored or formed committees (e.g., the Federal Reserve-sponsored Alternative Reference
Rates Committee (“AARC”)) to, among other things, facilitate the identification of an alternative
benchmark index to replace LIBOR, and publish recommended practices for transitioning the market
away from LIBOR, including (i) the utilization of recommended fallback language for LIBOR-linked
financial instruments, and (ii) development of alternative pricing methodologies for recommended
alternative benchmarks such as the Secured Overnight Financing Rate (“SOFR”). In 2020, the ARRC
finalized and issued recommendations for the use of so-called “hardwired” LIBOR fallback language
that, when incorporated into existing LIBOR-based loan documents, provides for, upon LIBOR’s
permanent cessation (or an announcement from LIBOR’s administrator or certain governmental
authorities that LIBOR is no longer representative of the underlying market), the replacement of
LIBOR with SOFR as the benchmark index, with an appropriate spread adjustment that is
representative of the historical difference between LIBOR and SOFR, which when added to SOFR
would be intended to facilitate a value-neutral transition. In April 2021, M&T adopted hardwired
fallback language modeled after the ARRC recommendations for use in all new LIBOR loans.

SOFR is a measure of the cost of borrowing cash overnight, collateralized by U.S. Treasury
securities, and is based on directly observable U.S. Treasury-based repurchase transactions. The fact
that SOFR is a secured overnight rate and considered a “risk free” rate, while LIBOR is an unsecured
term rate that factors in credit risk, means that SOFR may perform differently than LIBOR, and those
differences may be material, particularly in times of economic stress, negatively impacting the
Company’s profitability.

Over the past few years, the AARC’s recommendations and proposals have evolved, and the
Company has continued to monitor both ARRC and general market developments. While the ARRC
has maintained its recommendation that SOFR is the preferred replacement for LIBOR, some
industry participants are questioning whether a “risk free” SOFR rate is an ideal replacement for
LIBOR in the commercial lending market and suggesting that a credit-sensitive component or
alternative be considered and developed. One such credit sensitive alternative is the Bloomberg
Short-Term Bank Yield Index (BSBY), which gained some increased attention and use in the
business loan market in the latter half of 2021. Whether BSBY or other alternatives develop and gain
any significant traction in the market are unknown and unpredictable at this time, and this adds
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further uncertainty to the LIBOR transition process, both with respect to amending existing LIBOR
contracts and pricing new contracts based on SOFR or an alternative reference rate going forward.

LIBOR cessation is also impacting the derivatives market. In October 2020, The International
Swaps and Derivatives Association, Inc. (ISDA), published the IBOR Fallbacks Supplement
(Supplement) and IBOR Fallbacks Protocol (Protocol). The Supplement, which became effective on
January 25, 2021, amends existing standard definitions for interest rate derivatives to incorporate
robust fallbacks to the SOFR benchmark for derivatives linked to LIBOR. The Protocol enables
market participants to incorporate these revisions into their legacy non-cleared derivatives trades
with other counterparties that choose to adhere to the Protocol. The fallbacks apply following a
permanent cessation of LIBOR or following a determination by the FCA that LIBOR is no longer
representative of the underlying market. M&T and M&T Bank adhered to the Protocol on November
5, 2020, and the Company is in the process of remediating its interest rate swap hedging transactions
with its end user customers, i.e., borrowers who have hedged their interest rate payment obligations.
If the Company is not able to agree to appropriate LIBOR fallbacks with these customers, there will
be uncertainty as to how to value and effect the Company’s rights and obligations under legacy
derivatives contracts. With respect to the Company’s cleared interest rate derivatives that reference
LIBOR, both the CME and LCH clearinghouses have adopted the same relevant SOFR benchmark
fallbacks of the Supplement and Protocol which also became effective on January 25, 2021.

The Company has outstanding issuances, or acts as an administrative (or calculation) agent or in
other capacities, across various maturities of securities referencing LIBOR in which the underlying
contracts do not contemplate cessation or contemplate cessation but do so in a manner that may
create other risks (“Tough Legacy Contracts”). Some of these contracts provide for selecting
replacement rates in a manner that presents significant challenges or that gives the Company or
another party discretion to select a rate or provide for determination of a reference rate. In April
2021, the New York State legislature passed Senate Bill 297B/Assembly Bill 164B which allows
certain New York State law governed Tough Legacy Contracts to transition to SOFR, as the statutory
benchmark replacement rate, by operation of law. Similarly, the United States Congress is currently
considering the Adjustable Interest Rate (LIBOR) Act of 2021 (H.R. 4616) which, if enacted, would
have an analogous effect on the transition of Tough Legacy Contracts, but would expand the
applicability beyond the State of New York to contracts governed by the laws of any state, the
District of Columbia, or any territory or possession of the United States. Notwithstanding the
availability or potential availability of statutory frameworks to address Tough Legacy Contracts,
there will likely be continued uncertainty surrounding the transition as these frameworks have not
been tested and their effectiveness and ultimate impact is not certain.

The discontinuation of LIBOR as a benchmark could result in changes to the Company’s risk
exposures (for example, if the anticipated discontinuation of LIBOR adversely affects the availability
or cost of floating-rate funding and, therefore, the Company’s exposure to fluctuations in interest
rates) or otherwise result in losses on a product or having to pay more or receive less on securities
that the Company has issued or owns. A substantial portion of the Company’s on- and off-balance
sheet financial instruments (many of which have terms that extend beyond 2023) are indexed to
LIBOR, including interest rate swap agreements and other contracts used for hedging and trading
account purposes, loans to commercial customers and consumers (including mortgage loans and
other loans), and long-term borrowings. Uncertainty as to the impact of the discontinuation of
LIBOR, the replacement of LIBOR with an alternative index, and the operational feasibility of
amending existing contracts referencing LIBOR to include hardwired LIBOR fallback language
referencing a new replacement index could result in pricing volatility, loss of market share in certain
products, adverse tax or accounting impacts, and compliance, legal and operational costs and risks.

The market’s transition from LIBOR to an alternative reference rate will be complex and
unpredictable, giving rise to a variety of risks, including operational risks, risks of value transfer
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between contract parties, the potential for customer disputes and litigation, as well as regulatory
scrutiny, as the most recent regulatory announcements indicate that there will be increased regulatory
focus on LIBOR transition in 2022 and beyond. The Company established an enterprise-wide LIBOR
transition program in 2019, which now includes a LIBOR Transition Office with senior management
level leadership and dedicated full-time employee staffing. An impact assessment has been
completed to identify on- and off-balance sheet exposures, systems, processes, models, customers,
and employees affected by the discontinuation of LIBOR. The Company continues to develop and
execute plans to transition products and contracts associated with LIBOR to alternative reference
rates.

The Company'’s business and performance is vulnerable to the impact of volatility in debt and equity
markets.

As most of the Company’s assets and liabilities are financial in nature, the Company’s performance
is sensitive to the performance of the financial markets. Turmoil and volatility in U.S. and global
financial markets can be a major contributory factor to overall weak economic conditions, leading to
some of the risks discussed herein, including the impaired ability of borrowers and other
counterparties to meet obligations to the Company. Financial market volatility may:
e  Affect the value or liquidity of the Company’s on-balance sheet and off-balance sheet
financial instruments.
Affect the value of capitalized servicing assets.
o  Affect M&T’s ability to access capital markets to raise funds. Inability to access capital
markets if needed, at cost effective rates, could adversely affect the Company’s liquidity
and results of operations. 4
e Affect the value of the assets that the Company manages or otherwise administers or
services for others. Although the Company is not directly impacted by changes in the
value of such assets, decreases in the value of those assets would affect related fee income
and could result in decreased demand for the Company’s services.
e Impact the nature, profitability or risk profile of the financial transactions in which the
Company engages.

Volatility in the markets for real estate and other assets commonly securing financial products
has been and may continue to be a significant contributor to overall volatility in financial markets. In
addition, unfavorable or uncertain economic and market conditions can be caused by the imposition
of tariffs or other limitations on international trade and travel, as well as elevated inflation, which can
result in market volatility, negatively impact client activity, and adversely affect the Company’s
financial condition and results of operations.

The Company'’s regional concentrations expose it to adverse economic conditions in its primary
retail banking office footprint.

The Company’s core banking business is largely concentrated within the Company’s retail banking
office network footprint, located principally in New York, Maryland, New Jersey, Pennsylvania,
Delaware, Connecticut, Virginia, West Virginia and the District of Columbia. Therefore, the
Company is, or in the future may be, particularly vulnerable to adverse changes in economic
conditions in the Northeast and Mid-Atlantic regions. The credit quality of the Company’s borrowers
may deteriorate for a number of reasons that are outside the Company’s control, including as a result
of prevailing economic and market conditions and asset valuations. The trends and risks affecting
borrower credit quality, particularly in the Northeast and Mid-Atlantic regions, have caused, and in
the future may cause, the Company to experience impairment charges, which are drastic reductions
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in the recoverable value of an asset, increased purchase demands, wherein customers make
withdrawals with minimum notice, higher costs (e.g., servicing, foreclosure, property maintenance),
additional write-downs and losses and a potential impact to engage in lending transactions based on a
reduction of customer deposits, which could have a material adverse effect on the Company’s
business, financial condition and results of operations.

Risks Relating to Compliance and the Regulatory Environment

The Company is subject to extensive government regulation and supervision and this regulatory
environment can be and has been significantly impacted by financial regulatory reform initiatives.

The Company is subject to extensive federal and state regulation and supervision. Banking
regulations are primarily intended to protect consumers, depositors and the financial system as a
whole, not securities holders, including the holders of common stock. These regulations and
supervisory guidance affect the Company’s sale and lending practices, capital structure, capital
distributions and dividend policy, investment practices, growth and expansionary activity, among
other things. Failure to comply with laws, regulations or policies, or to meet supervisory
expectations, could result in civil or criminal penalties, including monetary penalties, the loss of
FDIC insurance, the revocation of a banking charter, other sanctions by regulatory agencies, and/or
reputational damage, which could have a material adverse effect on the Company’s business,
financial condition and results of operations. In this regard, government authorities, including the
bank regulatory agencies, can pursue aggressive énforcement actions with respect to compliance and
other legal matters involving financial activities, which heightens the risks associated with actual and
perceived compliance failures and may also adversely affect the Company’s ability to enter into
certain transactions or engage in certain activities, or obtain necessary regulatory approvals in
connection therewith. In general, the amounts paid by financial institutions in settlement of
proceedings or investigations have increased substantially and are likely to remain elevated. In some
cases, governmental authorities have required criminal pleas or admissions of wrongdoing as part of
such settlements, which could have significant collateral consequences for a financial institution,
including loss of customers, restrictions on the ability to access the capital markets, and the inability
to operate certain businesses or offer certain products for a period of time. In addition, enforcement
matters could impact the Company’s supervisory and CRA ratings, which may in turn restrict or limit
the Company’s activities. A prior enforcement action also increases the risk that regulators and
governmental authorities pursue formal enforcement actions in connection with the resolution of an
inquiry or investigation, even if unrelated to the prior enforcement action.

Any new regulatory requirements, changes to existing requirements, or changes to
interpretations of requirements could require changes to the Company’s businesses, result in
increased compliance costs and affect the profitability of such businesses. Additionally, such activity
could affect the behaviors of third parties with which the Company deals in the ordinary course of
business, such as rating agencies, insurance companies and investors. Heightened regulatory scrutiny,
requirements or expectations could affect the Company in substantial and unpredictable ways, and, in
turn, could have a material adverse effect on the Company’s business, financial condition and results
of operations.

There have been significant revisions to the laws and regulations applicable to the Company
that have been enacted or proposed in recent years, and additional proposed changes are anticipated.

- Many of these and other rules to implement the changes have yet to be finalized, and the final timing,
scope and impact of these changes to the regulatory framework applicable to financial institutions
remain uncertain. For more information on the regulations to which the Company is subject and
recent initiatives to reform financial institution regulation, see Part I, Item 1 — Business in this
report.
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M&T may be subject to more stringent capital and liquidity requirements.

Bank holding companies, including M&T, are subject to capital and liquidity requirements and
standards imposed as a result of the Dodd-Frank Act (as amended by EGRRCPA) and the U.S. Basel
III-based capital rules. For additional information, see “Capital Requirements” under Part 1,

Item 1 — Business.

Regulators have and may, from time to time, implement changes to these regulatory capital
adequacy and liquidity requirements. If the Company fails to meet these minimum capital adequacy
and liquidity requirements and other regulatory requirements, its business activities, including
lending, and its ability to expand, either organically or through acquisitions, could be limited. It could
also result in M&T being required to take steps to increase its regulatory capital that may be dilutive
to shareholders or limit its ability to pay dividends or otherwise return capital to shareholders, or sell
or refrain from acquiring assets. In addition, the liquidity-related provisions of the Federal Reserve’s
liquidity-related enhanced prudential supervision requirements may reduce the Company’s ability to
invest in other longer-term assets even if deemed more desirable from a balance sheet management
perspective, which could adversely affect its net interest income and net interest margin.

The federal bank regulators have not yet released a proposal to implement the significant
revisions of the Basel capital framework announced by the Basel Committee in December 2017, and
the impact on the Company of these revisions will depend on the manner in which they are
implemented in the U.S. with respect to firms such as M&T.

M&T’s ability to return capital to shareholders and to pay dividends on common stock may be
adversely affected by market and other factors outside of its control and will depend, in part, on the
results of supervisory stress tests administered by the Federal Reserve.

Any decision by M&T to return capital to shareholders, whether through a common stock dividend
or a common stock share repurchase program, requires the approval of M&T’s Board of Directors
and must comply with applicable capital regulations, including the maintenance of capital ratios
exceeding specified minimum levels and applicable buffers.

For bank holding companies designated as Category IV institutions under the Tailoring Rules,
including M&T, the Federal Reserve conducts biennial supervisory stress tests required under the
Dodd-Frank Act whereby the BHC’s financial position is tested under assumed severely adverse
economic conditions. The results of those stress tests are incorporated in the determination of M&T’s
Stress Capital Buffer. As a general matter, if M&T is unable to maintain capital in excess of
regulatory minimum levels inclusive of its Stress Capital Buffer, it would be subject to limitations on
its ability to make capital distributions, including paying dividends and repurchasing stock. In August
2021, the Federal Reserve Board provided M&T with a Stress Capital Buffer of 2.5%, representing
the floor under the regulatory capital rules, which became applicable to M&T on October 1, 2021.
The results of future supervisory stress tests are uncertain, and a more severe outcome may result in a
higher Stress Capital Buffer and an increase in M&T’s effective capital requirements. An increased
Stress Capital Buffer may restrict M&T’s ability to return capital to shareholders, including through
paying dividends, entering into acquisitions or repurchasing its common stock, which in turn could
negatively impact market and investor perceptions of M&T.

In addition, during 2020 and the first half of 2021, the Federal Reserve implemented measures
requiring all large bank holding companies to preserve capital through limitations on share
repurchase programs and common stock dividends. While these restrictions are no longer applicable,
the Federal Reserve may implement similar restrictions in the future, including in response to adverse
or uncertain economic conditions. Also, if, as in June 2020, the Company is required to resubmit its
capital plan, the Company generally may not make capital distributions, such as share repurchases or
dividends, without the prior approval of the Federal Reserve.
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If an orderly liquidation of a systemically important BHC or non-bank financial company were
triggered, M&T could face assessments for the Orderly Liquidation Fund (“OLF”).

The Dodd-Frank Act created a mechanism, the OLF, for liquidation of systemically important bank
holding companies and non-bank financial companies. The OLF is administered by the FDIC and is
based on the FDIC’s bank resolution model. The Secretary of the U.S. Treasury may trigger a
liquidation under this authority after consultation with the President of the U.S. and after receiving a
recommendation from the boards of the FDIC and the Federal Reserve upon a two-thirds vote.
Liquidation proceedings will be funded by the OLF, which will borrow from the U.S. Treasury and
impose risk-based assessments on covered financial companies. Risk-based assessments would be
first made on entities that received more in the resolution than they would have received in the
liquidation to the extent of such excess, and second, if necessary, on, among others, bank holding
companies with total consolidated assets of $50 billion or more, such as M&T. Any such assessments
may adversely affect the Company’s business, financial condition or results of operations.

Credit Risk
Deteriorating credit quality could adversely impact the Company.

As a lender, the Company is exposed to the risk that customers will be unable to repay their loans
and other obligations in accordance with the terms of the relevant agreements, and that any collateral
securing the loans and obligations may be insufficient to assure full repayment. Credit losses are
inherent in the business of making loans and entering into other financial arrangements.

Factors that influence the Company’s credit loss experience include overall economic
conditions affecting businesses and consumers, generally, but also residential and commercial real
estate valuations, in particular, given the size of the Company’s real estate loan portfolios. Factors
that can influence the Company’s credit loss experience include: (i) the impact of residential real
estate values on loans to residential real estate builders and developers and other loans secured by
residential real estate; (ii) the concentrations of commercial real estate loans in the Company’s loan
portfolio, including in the New York City area; (iii) the amount of commercial and industrial loans to
businesses in areas of New York State outside of the New York City area and in central Pennsylvania
that have historically experienced less economic growth and vitality than many other regions of the
country; (iv) the repayment performance associated with first and second lien loans secured by
residential real estate; and (v) the size of the Company’s portfolio of loans to individual consumers,
which historically have experienced higher net charge-offs as a percentage of loans outstanding than
loans to other types of borrowers. The Company’s credit risk and the performance of its lending
portfolios may be affected by concentration in an industry, geography or asset type. Also, as
described further in the risk factor above, the Company’s credit risks have been impacted by the
COVID-19 pandemic and are generally expected to remain elevated until the pandemic subsides. The
pandemic has created economic and financial disruptions that have adversely affected, and are likely
to continue to adversely affect, customers, including businesses in the hotel and travel industry.

In response to the COVID-19 pandemic and to support its customers, the Company offered
(primarily in 2020, but also in 2021) payment deferrals and other expanded assistance to businesses
and consumers, and committed in certain states in which it operates to suspend residential mortgage
payments and foreclosure sales for financially impacted customers for certain periods of time. A
significant number of the Company’s customers sought to suspend their mortgage payments under
these programs. Suspensions of mortgage payments and foreclosures and reduced pricing under these
programs may adversely affect the Company’s revenue and results of operations. In addition, if these
programs are not effective in mitigating the financial consequences of COVID-19 on customers, or if
customers are unable to pay their loans after these programs expire, the Company may experience
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higher rates of default, increased credit losses and additional increases to the allowance for credit
losses in future periods.

Commercial real estate valuations can be highly subjective as they are based upon many
assumptions. Such valuations can be significantly affected over relatively short periods of time by
changes in business climate, economic conditions, interest rates and, in many cases, the results of
operations of businesses and other occupants of the real property. Emerging and evolving factors
such as the shift to work-from-home arrangements, changing consumer preferences (including for
online shopping), COVID-19-related restrictions and resulting changes in occupancy rates as a result
of these and other trends can also impact such valuations over relatively short periods. Similarly,
residential real estate valuations can be impacted by housing trends, the availability of financing at
reasonable interest rates, governmental policy regarding housing and housing finance, and general
economic conditions affecting consumers, including as impacted by the COVID-19 pandemic, as
described above.

The Company maintains an allowance for credit losses which represents, in management’s
judgment, the amount of losses expected in the loan and lease portfolio. The allowance is determined
by management’s evaluation of the loan and lease portfolio based on such factors as the differing
economic risks associated with each loan category, the current financial condition of specific
borrowers, the economic environment in which borrowers operate, the level of delinquent loans, the
value of any collateral and, where applicable, the existence of any guarantees or indemnifications.
Management believes that the allowance for credit losses as of December 31, 2021 appropriately
reflects expected credit losses in the loan and lease portfolio. However, there is no assurance that the
allowance is sufficient to cover all credit losses that may occur.

The Company may be adversely affected by the soundness of other financial institutions.

Financial services institutions are interrelated as a result of trading, clearing, counterparty, or other
relationships. The Company has exposure to many different industries and counterparties, and
routinely executes transactions with counterparties in the financial services industry, including
commercial banks, brokers and dealers, investment banks, and other institutional clients. Many of
these transactions expose the Company to credit risk in the event of a default by a counterparty or
client. In addition, the Company’s credit risk may be exacerbated when the collateral held by the
Company cannot be realized or is liquidated at prices not sufficient to recover the full amount of the
credit due to or derivative exposure of the Company. Any resulting losses could have a material
adverse effect on the Company’s financial condition and results of operations.

Liquidity Risk
The Company must maintain adequate sources of funding and liquidity.

The Company must maintain adequate funding sources in the normal course of business to support its
operations and fund outstanding liabilities, as well as meet regulatory requirements and supervisory
expectations. The Company primarily relies on deposits to be a low cost and stable source of funding
for the loans it makes and the operations of its business. Core customer deposits, which include
noninterest-bearing deposits, interest-bearing transaction accounts, savings deposits and time
deposits of $250,000 or less, have historically provided the Company with a sizeable source of
relatively stable and low-cost funds. In addition to customer deposits, sources of liquidity include
borrowings from securities dealers, various Federal Home Loan Banks and the Federal Reserve Bank
of New York, as well as the debt and equity capital markets.

The Company’s liquidity and ability to fund and operate the business could be materially
adversely affected by a variety of conditions and factors, including financial and credit market
disruptions and volatility or a lack of market or customer confidence in financial markets in general,
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which may result in a loss of customer deposits or outflows of cash or collateral and/or ability to
access capital markets on favorable terms. Negative news about the Company or the financial
services industry generally may reduce market or customer confidence in the Company, which could
in turn materially adversely affect the Company’s liquidity and funding. Such reputational damage
may result in the loss of customer deposits, the inability to sell or securitize loans or other assets, and
downgrades in one or more of the Company’s credit ratings, and may also negatively affect the
Company’s ability to access the capital markets. A downgrade in the Company’s credit ratings,
which could result from general industry-wide or regulatory factors not solely related to the
Company, could adversely affect the Company’s ability to borrow funds, including by raising the
cost of borrowings substantially, and could cause creditors and business counterparties to raise
collateral requirements or take other actions that could adversely affect M&T’s ability to raise
capital. Many of the above conditions and factors may be caused by events over which M&T has
little or no control. There can be no assurance that significant disruption and volatility in the financial
markets will not occur in the future.

Regulatory changes relating to liquidity and risk management may also negatively impact the
Company’s results of operations and competitive position. Various regulations have been adopted to
impose more stringent liquidity requirements for large financial institutions, including the Company.
These regulations address, among other matters, liquidity stress testing and minimum liquidity
requirements. The application of certain of these regulations to banking organizations, such as the
Company, have been modified, including in connection with the implementation of the tailoring rules
in the EGRRCPA. While marginal relief from certain capital and liquidity standards has been
afforded to the Company (such as relief from LCR compliance), overall capital and liquidity
management practices and expectations will remain unchanged for the foreseeable future.

If the Company is unable to continue to fund assets through customer bank deposits or access
funding sources on favorable terms or if the Company suffers an increase in borrowing costs or
otherwise fails to manage liquidity effectively, the Company’s liquidity, operating margins, financial
condition and results of operations may be materially adversely affected. The Company may also
need to raise additional capital and liquidity through the issuance of stock, which could dilute the
ownership of existing stockholders, or reduce or even eliminate common stock dividends or share
repurchases to preserve capital and liquidity.

If the Company is unable to maintain or grow its deposits, it may be subject to paying higher funding
costs.

The total amount that the Company pays for funding costs is dependent, in part, on the Company’s
ability to maintain or grow its deposits. If the Company is unable to sufficiently maintain or grow its
deposits to meet liquidity objectives, it may be subject to paying higher funding costs. The Company
competes with banks and other financial services companies for deposits. If competitors raise the
rates they pay on deposits, the Company’s funding costs may increase, either because the Company
raises rates to avoid losing deposits or because the Company loses deposits and must rely on more
expensive sources of funding. Customers may also move noninterest-bearing deposits to interest
bearing accounts, increasing the cost of those deposits. Checking and savings account balances and
other forms of customer deposits may decrease when customers perceive alternative investments,
such as the stock market, as providing a better risk/return tradeoff. The Company’s bank customers
could withdraw their money and put it in alternative investments, causing the Company to lose a
lower cost source of funding. Higher funding costs could reduce the Company’s net interest margin
and net interest income.
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M&T relies on dividends from its subsidiaries for its liquidity.

M&T is a separate and distinct legal entity from its subsidiaries. M&T typically receives
substantially all of its revenue from subsidiary dividends. These dividends are M&T’s principal
source of funds to pay dividends on common and preferred stock, pay interest and principal on its
debt, and fund purchases of its common stock. Various federal and/or state laws and regulations, as
well as regulatory expectations, limit the amount of dividends that M&T’s banking subsidiaries and
certain non-bank subsidiaries may pay. Regulatory scrutiny of capital levels at bank holding
companies and insured depository institution subsidiaries has increased in recent years and has
resulted in increased regulatory focus on all aspects of capital planning, including dividends and
other distributions to shareholders of banks, such as parent bank holding companies. See “Item 1 —
Business, Supervision and Regulation of the Company, Distributions” for a discussion of regulatory
and other restrictions on dividend declarations. Also, M&T’s right to participate in a distribution of
assets upon a subsidiary’s liquidation or reorganization is subject to the prior claims of that
subsidiary’s creditors. Limitations on M&T’s ability to receive dividends from its subsidiaries could
have a material adverse effect on its liquidity and ability to pay dividends on its stock or interest and
principal on its debt, and ability to fund purchases of its commeon stock.

Strategic Risk

The financial services industry is highly competitive and creates competitive pressures that could
adversely affect the Company s revenue and profitability.

The financial services industry in which the Company operates is highly competitive. The Company
competes not only with commercial and other banks and thrifts, but also with insurance companies,
mutual funds, hedge funds, securities brokerage firms, financial technology companies and other
companies offering financial services in the U.S., globally and over the Internet. Some of the
Company’s non-bank competitors are not subject to the same extensive regulations the Company is,
and may have greater flexibility in competing for business. In particular, the activity and prominence
of so-called marketplace lenders and other technological financial services companies has grown
significantly in recent years and is expected to continue growing. The Company competes on the
basis of several factors, including capital, access to capital, revenue generation, products, services,
transaction execution, innovation, reputation and price. Over time, certain sectors of the financial
services industry have become more concentrated, as institutions involved in a broad range of
financial services have been acquired by or merged into other firms. These developments have and
could continue to result in the Company’s competitors gaining greater capital and other resources,
such as a broader range of products and services and geographic diversity. The Company has and
may continue to experience pricing pressures as a result of these factors and as some of its
competitors seek to increase market share.

Finally, technological change is influencing how individuals and firms conduct their financial
affairs and is changing the delivery channels for financial services. Financial technology providers,
who invest substantial resources in developing and designing new technology (in particular digital
and mobile technology), are beginning to offer more traditional banking products (either directly or
through bank partnerships) and may in the future be able to provide additional services by obtaining
a bank-like charter, such as the OCC’s fintech charter. As a result, the Company has had and will
likely continue to have to contend with a broader range of competitors including many that are not
located within the geographic footprint of its banking office network. Further, along with other
participants in the financial services industry, the Company frequently attempts to introduce new
technology-driven products and services that are aimed at allowing the Company to better serve
customers and to reduce costs. The Company may not be able to effectively implement new
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technology-driven products and services that allow it to remain competitive or be successful in
marketing these products and services to its customers.

Difficulties in obtaining regulatory approval for acquisitions and in combining the operations of
acquired entities with the Company’s own operations may prevent M&T from achieving the expected
benefits from its acquisitions.

M&T has expanded its business through past acquisitions and may do so in the future. The

Company’s ability to complete acquisitions is in many instances subject to regulatory approval, and

the Company cannot be certain when or if, or on what terms and conditions, any required regulatory

approvals would be granted. Any requisite approval could be delayed or not obtained at all, including
due to, among other factors, an adverse development in either party’s regulatory standing or in any
other factors considered by regulators when granting such approval, including factors not known at
the time of entering into the definitive agreement for the acquisition or submission of the related
application for regulatory approval, and factors that may arise subsequently; governmental, political
or community group inquiries, investigations or opposition; or changes in legislation or the political
environment more generally.

In addition, inherent uncertainties exist when integrating the operations of an acquired entity.
Acquiring other entities involves potential risks that could have a material adverse impact on the
Company’s business, financial condition and results of operations, including:

e Inability to fully achieve the Company’s strategic objectives and planned operating
efficiencies in an acquisition. v
Issues arising during transition and integration.

Disruption of the Company’s business and diversion of management’s time and attention.

Exposure to unknown or contingent liabilities of acquired institutions.

Loss of key employees and customers of acquired institutions.

Dilution in the ownership percentage of holders of M&T common stock.

Payment of a premium over book and market values that may dilute the Company’s

tangible book value and earnings per common share in the short and long-term.

.» Inability to realize the expected benefits of the acquisition due to lower financial results
pertaining to the acquired entity (for example, the Company could experience higher credit
losses, incur higher operating expenses or realize less revenue than originally anticipated
related to an acquired entity).

e  Changes in banking or tax laws or regulations that could impair or ellmmate the expected
benefits of merger and acquisition activities.

M&T could suffer if it fails to attract and retain skilled personnel.

M&T’s success depends, in large part, on its ability to attract and retain key individuals and to have a
diverse workforce. Competition for qualified and diverse candidates in the activities in which the
Company engages and markets that the Company serves is significant, and the Company may not be
able to hire candidates and retain them. Growth in the Company’s business, including through
acquisitions, may increase its need for additional qualified personnel. The Company is increasingly
competing for personnel with financial technology providers and other less regulated entities who
rmay not have the same limitations on compensation as the Company does. The increase in remote
work arrangements and opportunities in regional, national and global labor markets has also
increased competition for the Company to attract and retain skilled personnel. The Company’s
current or future approach to in-office and remote-work arrangements may not meet the needs or
expectations of current or prospective employees or may not be perceived as favorable as compared
to the arrangements offered by other companies, which could adversely affect the Company’s ability
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to attract and retain employees. If the Company is not able to hire or retain highly skilled and
qualified individuals, it may be unable to execute its business strategies and may suffer adverse
consequences to its business, financial condition and results of operations.

The Company’s compensation practices are subject to review and oversight by the Federal
Reserve, the OCC, the FDIC and other regulators. The federal banking agencies have issued joint
guidance on executive compensation designed to help ensure that a banking organization’s incentive
compensation policies do not encourage imprudent risk taking and are consistent with the safety and
soundness of the organization. In addition, the Dodd-Frank Act required those agencies, along with
the SEC, to adopt rules to require reporting of incentive compensation and to prohibit certain
compensation arrangements. If as a result of complying with such rules the Company is unable to
attract and retain qualified employees, or do so at rates necessary to maintain its competitive position,
or if the compensation costs required to attract and retain employees become more significant, the
Company’s performance, including its competitive position, could be materially adversely affected.

Operational Risk

The Company is subject to operational risk which could adversely affect the Company’s business and
reputation and create material legal and financial exposure.

Like all businesses, the Company is subject to operational risk, which represents the risk of loss
resulting from human error or misconduct, inadequate or failed internal processes and systems, and
external events, including the risk of loss resulting from fraud by employees or persons outside the
company, and breaches in data security. Operational risk also encompasses reputational risk and
compliance and legal risk, which is the risk of loss from violations of, or noncompliance with, laws,
rules, regulations, prescribed practices or ethical standards, as well as the risk of noncompliance with
contractual and other obligations. The Company is also exposed to operational risk through
outsourcing arrangements, and the effect that changes in circumstances or capabilities of its
outsourcing vendors can have on the Company’s ability to continue to perform operational functions
necessary to its business. Although the Company seeks to mitigate operational risk through a system
of internal controls that are reviewed and updated, no system of controls, however well designed and
maintained, is infallible. Control weaknesses or failures or other operational risks could result in
charges, increased operational costs, harm to the Company’s reputation or foregone business
opportunities.

As described further in the risk factor herein, the Company’s operational risks have been
impacted by the COVID-19 pandemic and are generally expected to remain elevated until the
pandemic subsides.

The Company's information systems may experience interruptions or breaches in security, including
due to events beyond the Company’s control.

The Company relies heavily on communications and information systems, including those of third-
party service providers, to conduct its business. Any failure, interruption or breach in security of
these systems could result in disruptions to its accounting, deposit, loan and other systems, and
adversely affect the Company’s customer relationships. Disruption of operating systems caused by
events beyond the Company’s control may include computer viruses, electrical or
telecommunications outages, quality of vulnerability patches, cyber security attacks (including
Distributed Denial of Service attacks, which occur when legitimate users are unable to access
information systems, devices, or other network resources due to the actions of a malicious cyber
threat actor), damage to property or physical assets, or events arising from political protests or
terrorist acts. While the Company has policies and procedures designed to prevent or limit the effect
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of these possible events, there can be no assurance that any such failure, disruption, interruption or
security breach will not occur or, if any does occur, that it can be sufficiently or timely remediated.

Information security risks for large financial institutions such as M&T have increased
significantly in recent years in part because of the proliferation of new technologies, such as digital
and mobile banking to conduct financial transactions, and the increased sophistication and activities
of organized crime, hackers, terrorists, nation-states, activists and other external parties. There have
been increasing efforts on the part of third parties, including through cyber security attacks, to breach
data security at financial institutions or with respect to financial transactions. There have been
numerous instances involving financial services and consumer-based companies reporting
unauthorized access to and disclosure of client or customer information or the destruction or theft of
corporate data, including by executive impersonation and third party vendors, or the freezing of
operating systems and databases making them inaccessible or unusable. There have also been several
highly publicized cases where hackers have requested “ransom” payments in exchange for not
disclosing customer information or for restoring access to, or the usage of, operating systems and
databases. Ransomware is a form of malicious software, known as “malware,” designed to block
access to, and often encrypt, computer systems or data. Once the victim’s computer system or data is
locked down and encrypted, rendering it essentially useless, the malicious cyber actor then extorts
the victim by demanding a ransom payment in exchange for providing a method to decrypt it. The
attacker may also copy the victim’s data in the course of the attack and threaten to sell or publish the
data if the ransom is not paid. Ransomware attacks can result in a loss of business functionality and
of sensitive data.

As cyber security threats continue to evolve, the Company expects to continue to expend
significant additional resources to modify or enhance its layers of defense or to investigate and
remediate any information security vulnerabilities. The techniques used by cyber security criminals
change frequently, may not be recognized until launched and can be initiated by a variety of actors,
including terrorist organizations and hostile foreign governments. These techniques may include
attempts to fraudulently induce employees, customers or others to disclose sensitive information in
order to gain access to data or systems. These risks may increase as the use of mobile payment and
other Internet-based applications expands.

Further, third parties with which the Company does business, as well as vendors and other third
parties with which the Company’s customers do business, can also be sources of information security
risk to the Company, particularly where activities of customers are beyond the Company’s security
and control systems, such as through the use of the Internet, personal computers, tablets, smart
phones and other mobile services. Security breaches affecting the Company’s customers, or systems
breakdowns, failures, security breaches or employee misconduct affecting such other third parties,
may require the Company to take steps to protect the integrity of its own systems or to safeguard
confidential information of the Company or its customers, thereby increasing the Company’s
operational costs and adversely affecting its business. Additionally, successful cyber security attacks
at other large financial institutions, whether or not the Company is impacted, could lead to a general
loss of customer confidence in financial institutions that could negatively affect M&T, including
harming the market perception of the effectiveness of the Company’s security measures or the
financial system in general which could result in reduced use of the Company’s financial products.
Though the Company has insurance against some cyber security risks and attacks, it may not be
sufficient to offset the impact of a material loss event.

The Company, as well as third parties with which the Company does business, has expanded
the use of cloud service providers, which providers could experience system breakdowns or failures,
outages, downtime, cyber security-attacks, negative changes to financial condition, bankruptcy, or
other adverse conditions, which could have a material adverse effect on the Company’s business and
reputation. Thus, increasing the amount of infrastructure that the Company or its vendors and service
providers outsource to the cloud or to other parties may increase M&T’s risk exposure. The failure to
properly upgrade or maintain the computer systems could result in greater susceptibility to attacks,

47



particularly in light of the greater frequency and severity of attacks in recent years, as well as the
growing prevalence of supply chain attacks affecting software and information technology service
providers. Failures related to upgrades and maintenance also increase risks related to unauthorized
access and misuse, as well as the Company’s ability to achieve its business continuity and resiliency
objectives.

The Company could incur higher costs, experience lower revenue, and suffer reputational damage in
the event of the theft, loss or misuse of information, including due to a cyber security attack.

Like other financial services firms, the systems, networks and devices of the Company, its customers,
employees, service providers or other third parties with whom the Company interacts continue to be
the subject of attempted unauthorized access, denial-of-service attacks, computer viruses, hacking,
malware, ransomware, phishing or other forms of social engineering, and cyber security attacks
designed to obtain confidential information, destroy data, disrupt or degrade service, eliminate access
or cause other damage. These threats may arise from human error, fraud on the part of employees,
insiders or third parties or may result from accidental technology failure or vulnerabilities of
suppliers through supply chain attacks. Further, cyber security and information security risks for
financial institutions have generally increased because of, among other things, the growth of new
technologies, the use of the internet and telecommunications technologies (including computers,
smartphones, and other mobile devices outside the Company’s systems) by customers to conduct
financial transactions, and the increased sophistication and activities of organized crime, fraudsters,
hackers, terrorists, activists, instrumentalities of foreign governments and other external parties.

Although the Company believes that a robust suite of authentication and layered security
controls, data encryption and tokenization, threat intelligence, anti-malware defenses and
vulnerability management tools exist, the failure of any of these controls could result in a failure to
detect, mitigate or remediate these risks in a timely manner. Further, as the Company expands its
mobile and digital capabilities, cyber security risks increase.

A disruption or breach, including as a result of a cyber security attack, or media reports of
perceived security vulnerabilities at the Company or at third-party service providers, could result in
significant legal and financial exposure, regulatory intervention, remediation costs, damage to
reputation or loss of confidence in the security of systems, products and services that could adversely
affect the Company’s business. Like other U.S. financial services providers, M&T continues to be
targeted with evolving and adaptive cyber security threats from sophisticated third parties. Although
the Company is not aware of any material losses relating to cyber security incidents, there can be no
assurance that unauthorized access or cyber securlty incidents will not become known or occur or
that the Company will not suffer such losses in the future.

The Company is subject to laws and regulations relating to the privacy of the information of clients,
employees or others, and any failure to comply with these laws and regulations could expose the
Company to liability and/or reputational damage

The Company is also subject to laws and regulations relating to the privacy of the information of
clients, employees or others, and any failure to comply with these laws and regulations could expose
the Company to liability and/or reputational damage. New customer privacy initiatives will impose
additional operational burdens on the Company, may limit the Company’s ability to pursue desirable
business initiatives and increase the risks associated with any future use of customer data. Significant
examples include the General Data Protection Regulation and the California Consumer Privacy Act.
Compliance with these laws and regulations may require changes to policies, procedures and
technology for information security and segregation of data, which could, among other things, make
the Company more vulnerable to operational failures, and to monetary penalties, litigation or
regulatory enforcement actions for breach of such laws and regulations.

As privacy-related laws and regulations are implemented, they may also limit how companies
like M&T can use customer data and impose obligations on companies in their management of such
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data. The time and resources needed for the Company to comply with such laws and regulations, as
well as its potential liability for non-compliance and reporting obligations in the case of data
breaches, may significantly increase. The impacts will be greater to the extent requirements vary
across jurisdictions.

M&T relies on other companies to provide key components of the Company s business
infrastructure.

Third parties provide key components of the Company’s business infrastructure such as banking
services, processing, and Internet connections and network access. Any disruption in such services
provided by these third parties or any failure of these third parties to handle current or higher
volumes of use could adversely affect the Company’s ability to deliver products and services to
clients and otherwise to conduct business. Technological or financial difficulties of a third party
service provider could adversely affect the Company’s business to the extent those difficulties result
in the interruption or discontinuation of services provided by that party. The Company may not be
insured against all types of losses as a result of third party failures and insurance coverage may be
inadequate to cover all losses resulting from system failures or other disruptions. Failures in the
Company’s business infrastructure could interrupt the operations or increase the costs of doing
business.

Additionally, the Company is exposed to the risk that a service disruption at a common service
provider to the Company’s third-party service providers could impede their ability to provide
services to the Company. Notwithstanding any attempts to diversify its reliance on third parties, the
Company may not be able to effectively mitigate operational risks relating to its vendors’ use of
common service providers.

The Company is or may become involved from time to time in suits, legal proceedings, information-
gathering requests, investigations and proceedings by governmental and self-regulatory agencies
that may lead to adverse consequences. :

Many aspects of the Company’s business and operations involve substantial risk of legal liability.
M&T and/or its subsidiaries have been named or threatened to be named as defendants in various
lawsuits arising from its or its subsidiaries’ business activities (and in some cases from the activities
“of companies M&T has acquired). In addition, from time to time, M&T is, or may become, the
subject of governmental and self-regulatory agency information-gathering requests, reviews,
investigations and proceedings and other forms of regulatory inquiry, including by bank and other
regulatory agencies, the SEC and law enforcement authorities. The SEC has announced a policy of
seeking admissions of liability in certain settled cases, which could adversely impact the defense of
private litigation. M&T is also at risk with respect to its obligations to indemnify directors and
officers of it and its subsidiaries in connection with certain legal matters as well as in situations
where it has agreed to indemnify others for losses related to legal proceedings, including for
litigation and governmental investigations and inquiries, such as in connection with the purchase or
sale of a business or assets. The results of such proceedings could lead to significant civil or criminal
penalties, including monetary penalties, damages, adverse judgments, settlements, fines, injunctions,
restrictions on the way in which the Company conducts its business, or reputational harm.

Although the Company establishes accruals for legal proceedings when information related to
the loss contingencies represented by those matters indicates both that a loss is probable and that the
amount of loss can be reasonably estimated, the Company does not have accruals for all legal
proceedings where it faces a risk of loss. In addition, due to the inherent subjectivity of the
assessments and unpredictability of the outcome of legal proceedings, amounts accrued may not
represent the ultimate loss to the Company from the legal proceedings in question. Thus, the
Company’s ultimate losses may be higher, and possibly significantly so, than the amounts accrued
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for legal loss contingencies, which could adversely affect the Company’s financial condition and
results of operations.

Many financial institutions, including the Company, have received inquiries from the United
States Congress, regulators and other government authorities regarding implementation of provisions
and programs under the CARES Act, and may also face the risk of litigation concerning their
participation in the PPP under that Act. The Company’s involvement in these and other programs
created in response to the COVID-19 pandemic may lead to additional government and regulatory
inquiries and litigation in the future, any of which could negatively impact the Company’s business,
reputation, financial condition and results of operations.

Business Risk

Changes in accounting standards could impact the Company’s financial condition and results of
operations.

The accounting standard setters, including the Financial Accounting Standards Board (“FASB”), the
SEC and other regulatory bodies, periodically change the financial accounting and reporting
standards that govern the preparation of the Company’s consolidated financial statements. These
changes can be difficult to predict and can materially impact how the Company records and reports
its financial condition and results of operations. In some cases, the Company could be required to
apply a new or revised standard retroactively, which would result in the restating of the Company’s
prior period financial statements. Information about recently adopted and not as yet adopted
accounting standards is included in note 27 of Notes to Financial Statements included in Part I, Item
8 — Financial Statements and Supplemental Data of this Form 10-K.

The Company’s reported financial condition and results of operations depend on management’s
selection of accounting methods and require management to make estimates about matters that are
uncertain.

Accounting policies and processes are fundamental to the Company’s reported financial condition
and results of operations. Some of these policies require use of estimates and assumptions that may
affect the reported amounts of assets or liabilities and financial results. Several of M&T’s accounting
policies are critical because they require management to make difficult, subjective and complex
judgments about matters that are inherently uncertain and because it is likely that materially different
amounts would be reported under different conditions or using different assumptions. Pursuant to
generally accepted accounting principles, management is required to make certain assumptions and
estimates in preparing the Company’s financial statements. If assumptions or estimates underlying
the Company’s financial statements are incorrect, the Company may experience material losses.

Management has identified certain accounting policies as being critical because they require
management’s judgment to ascertain the valuations of assets, liabilities, commitments and
contingencies. A variety of factors could affect the ultimate value that is obtained either when
earning income, recognizing an expense, recovering an asset, valuing an asset or liability, or
recognizing or reducing a liability. M&T has established detailed policies and control procedures that
are intended to ensure these critical accounting estimates and judgments are well controlled and
applied consistently. In addition, the policies and procedures are intended to ensure that the process
for changing methodologies occurs in an appropriate manner. Because of the uncertainty surrounding
judgments and the estimates pertaining to these matters, M&T could be required to adjust accounting
policies or restate prior period financial statements if those judgments and estimates prove to be
incorrect. For additional information, see Part II, Item 7 — Management’s Discussion and Analysis
of Financial Condition and Results of Operations, “Critical Accounting Estimates” and Note 1,
“Significant Accounting Policies,” of Notes to Financial Statements in Part II, Item 8.
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The Company’s models used for business planning purposes could perform poorly or provzde
inadequate information.

The Company uses quantitative models to assist in measuring risks and estimating or predicting
certain financial values, among other uses. The Company uses models throughout many of its
business lines, relying on them, along with its judgement, for many decision making processes.
Examples of areas where the Company uses models include determining the pricing of various
products, grading loans and extending credit, measuring interest rate and other market risks,
predicting or estimating losses, assessing capital adequacy, and calculating economic and regulatory
capital levels. The Company also uses models to estimate the value of financial instruments and
balance sheet items. Models generally evaluate the performance of various factors under anticipated
future conditions, relying on historical data to help build the model and in part on assumptions as to
the future, often with respect to macro-economic conditions, in order to generate the output. The
models used may not accurately account for all variables and may fail to predict outcomes accurately
and/or may overstate or understate certain effects. Poorly designed, implemented, or managed
models or misused models, including in the choice of relevant historical data or future-looking
assumptions, present the risk that the Company’s business decisions that consider information based
on such models will be adversely affected due to inadequate or inaccurate information, which may
damage the Company’s reputation and adversely affect its reported financial condition and results of
operations. Even if the underlying assumptions used in the Company’s models are adequate, the
models may be deficient due to errors in computer code, use of bad data during development or input
into the model during model use, or the use of a model for a purpose outside the scope of the model’s
design. As a result, the Company’s models may not fully capture or express the risks the Company
faces, may suggest that the Company has sufficient capital when it may not, or may lead the
Company to misjudge the business and economic environment in which it operates. If the models
fail to produce reliable results on an ongoing basis, the Company may not make appropriate risk
management, capital planning, or other business or financial decisions. Furthermore, strategies that
the Company employs to manage and govern the risks associated with its use of models may not be
effective or fully reliable, and as a result, the Company may realize losses or other lapses. Finally,
information the Company provides to the public or to its regulators based on poorly designed,
implemented, or managed models or misused models could be inaccurate or misleading. Some of the
decisions that the Company’s regulators make, including those related to capital distributions to
M&T?’s stockholders, could be affected adversely due to their perception that the quality of the
models used to generate the relevant information is insufficient.

The Company is exposed to reputational risk.

A negative public opinion of the Company and its business can result from any number of activities,
including the Company’s lending practices, corporate governance and regulatory compliance,
acquisitions and actions taken by regulators or by community organizations in response to these
activities. Significant harm to the Company’s reputation could also arise as a result of regulatory or
governmental actions, litigation, employee misconduct or the activities of customers, other
participants in the financial services industry or the Company’s contractual counterparties, such as
service providers and vendors. A service disruption of the Company’s technology platforms or an
impact to the Company’s branches could have a negative impact on a customer’s access to banking
services, and harm the Company’s reputation with customers. In particular, a cyber security event
impacting the Company’s or its customers’ data could have a negative impact on the Company’s
reputation and customer confidence in the Company and its cyber security. Damage to the
Company’s reputation could also adversely affect its credit ratings and access to the capital markets.
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Additionally, whereas negative public opinion once was primarily driven by adverse news
coverage in traditional media, the increased use of social media platforms facilitates the rapid
dissemination of information or misinformation, which magnifies the potential harm to the
Company’s reputation.

The Company’s framework for managing risks may not be effective.

The Company’s risk management framework is made up of various processes and strategies to
manage its risk exposure. The framework to manage risk, including the framework’s underlying
assumptions, may not be effective under all conditions and circumstances. If the risk management
framework proves ineffective, the Company could suffer unexpected losses and could be materially
adversely affected.

The Company has established processes and procedures intended to identify, measure, monitor,
report, and analyze the types of risk to which it is subject, including liquidity risk, credit risk, market
risk, interest rate risk, compliance risk, strategic risk, reputation risk, and operational risk related to
its employees, systems and vendors, among others. There are inherent limitations to the Company’s
risk management strategies as there may exist, or develop in the future, risks that it has not
appropriately anticipated or identified. In addition, the Company relies on both qualitative and
quantitative factors, including models, to monitor, measure and analyze certain risks and to estimate
certain financial values, which are subject to error. The Company must also develop and maintain a
culture of risk management among its employees, as well as manage risks associated with third
parties, and could fail to do so effectively. If the Company’s risk management framework proves
ineffective, the Company could incur litigation and negative regulatory consequences, and suffer
unexpected losses that could affect its financial condition or results of operations.

Pandemics, acts of war or terrorism and other adverse external events could significantly impact the
Company'’s business.

Pandemics, acts of war or terrorism and other adverse external events, including severe weather and
other natural disasters, could have a significant impact on the Company’s ability to conduct business.
Such events could affect the stability of the Company’s deposit base, impair the ability of borrowers
to repay outstanding loans, impair the value of collateral securing loans, cause significant property
damage, result in loss of revenue and/or cause the Company to incur additional expenses. Although
the Company has established disaster recovery plans and procedures, and monitors for significant
environmental effects on its properties or its investments, the occurrence of any such event could
have a material adverse effect on the Company.

The Company’s assets, communities, operations, reputation and customers could be adversely
affected by the impacts of climate risk.

The Company operates in regions where its businesses and the activities of its customers could be
negatively impacted by climate risk.

This includes the physical risks resulting from chronic shifts in climate, such as rising
average global temperatures and rising sea levels, and an increase in the frequency and severity of
extreme weather events and natural disasters, including floods, wildfires, hurricanes and tornados.
Such chronic shifts and events could damage or otherwise impact the value or productivity of
customers’ assets and disrupt the Company’s operations and the operations of customers or third
parties on which the Company relies. They could also result in market volatility, negatively impact
the Company’s customers’ ability to repay outstanding loans, and damage or deteriorate the value of
collateral. Over time such risks may result in both increasing premiums for and reduced availability
of insurance and have a broader impact on the economy.
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Further, climate risk may manifest from efforts to transition to a low-carbon economy.
Transition risks may arise from changes in consumer and business preferences, legislation,
regulation, policy, and technological advancement associated with the changes necessary to limit
climate change. Such risks may result in increased expenses or otherwise adversely impact the
Company and its customers, including the ability of customers to repay outstanding loans. The
Company could experience increased expenses resulting from climate-related strategic planning and
market changes, as well as litigation and reputational harm as a result of negative public sentiment,
regulatory scrutiny and reduced investor and stakeholder confidence due to its climate change
strategy and responses. Ongoing legislative or regulatory uncertainties and changes regarding
appropriate climate risk management and practices may also result in higher regulatory, compliance
and other expenses.

Discussions of the specific risks outlined above and other risks facing the Company are included
within this Annual Report on Form 10-K in Part I, Item 1 “Business,” and Part II, Item 7
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
Furthermore, in Part II, Item 7 under the heading “Forward-Looking Statements” is included a
description of certain risks, uncertainties and assumptions identified by management that are difficult
to predict and that could materially affect the Company’s financial condition and results of
operations, as well as the value of the Company’s financial instruments in general, and M&T
common stock, in particular.

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

Item 1B. Unresolved Staff Comments.

None.

Item 2.  Properties.

Both M&T and M&T Bank maintain their executive offices at One M&T Plaza in Buffalo, New
York. This twenty-one story headquarters building, containing approximately 300,000 rentable
square feet of space, is owned by M&T Bank. M&T, M&T Bank and their subsidiaries occupy
approximately 98% of the building and the remainder is leased to non-affiliated tenants. At
December 31, 2021, the cost of this property (including improvements subsequent to the initial
construction), net of accumulated depreciation, was $24.3 million.

M&T Bank owns and occupies an additional facility in Buffalo, New York (known as M&T
Center) with approximately 395,000 rentable square feet of space. At December 31, 2021, the cost
of this building (including improvements subsequent to acquisition), net of accumulated depreciation,
was $10.8 million.

M&T Bank also owns and occupies three separate facilities in the Buffalo area which support
certain back-office and operations functions of the Company. The total square footage of these
facilities approximates 290,000 square feet and their combined cost (including improvements
subsequent to acquisition), net of accumulated depreciation, was $25.5 million at December 31,
2021.

" M&T Bank owns facilities in Wilmington, Delaware, with approximately 340,000 (known as
Wilmington Center) and 295,000 (known as Wilmington Plaza) rentable square feet of space,
respectively. M&T Bank occupies approximately 100% of Wilmington Center and approximately
8% of Wilmington Plaza. At December 31, 2021, the cost of these buildings (including
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improvements subsequent to acquisition), net of accumulated depreciation, was $40.3 million and
$14.0 million, respectively.

M&T Bank also owns facilities in Millsboro, Delaware and Harrisburg, Pennsylvania with
approximately 325,000 and 220,000 rentable square feet of space, respectively. M&T Bank occupies
approximately 100% and 29% of those facilities, respectively. At December 31, 2021, the cost of
those buildings (including improvements subsequent to acquisition), net of accumulated depreciation,
was $15.4 million and $8.4 million, respectively.

M&T owns many other properties none which have more than 100,000 square feet of space.
The Company also leases office space and other facilities to support its business operations. The cost
and accumulated depreciation and amortization of the Company’s premises and equipment and
information regarding the Company’s lease arrangements is detailed in note 6 of Notes to Financial
Statements filed herewith in Part I1, Item 8, “Financial Statements and Supplementary Data.”

Of the 688 domestic banking office locations of M&T’s subsidiary banks at December 31,
2021, 268 are owned and 420 are leased.

Item 3. Legal Proceedings.

M&T and its subsidiaries are subject in the normal course of business to various pending and
threatened legal proceedings and other matters in which claims for monetary damages are asserted.
On an on-going basis management, after consultation with legal counsel, assesses the Company’s
liabilities and contingencies in connection with such proceedings. For those matters where it is
probable that the Company will incur losses and the amounts of the losses can be reasonably
estimated, the Company records an expense and corresponding liability in its consolidated financial
statements. To the extent the pending or threatened litigation could result in exposure in excess of
that liability, the amount of such excess is not currently estimable. Although not considered probable,
the range of reasonably possible losses for such matters in the aggregate, beyond the existing
recorded liability, was between $0 and $25 million. Although the Company does not believe that the
outcome of pending legal matters will be material to the Company’s consolidated financial position,
it cannot rule out the possibility that such outcomes will be material to the consolidated results of
operations for a particular reporting period in the future.

Item 4. Mine Safety Disclosures.
Not applicable.

Executive Officers of the Registrant

Information concerning M&T’s executive officers is presented below. The year the officer was first
appointed to the indicated position with M&T or its subsidiaries is shown parenthetically. In the case
of each entity noted below, officers’ terms run until the first meeting of the board of directors after
such entity’s annual meeting, which in the case of M&T takes place immediately following the
Annual Meeting of Shareholders, and until their successors are elected and qualified.

René F. Jones, age 57, is chief executive officer, chairman of the board and a director of M&T
and M&T Bank (2017). Previously, he was an executive vice president (2006) of M&T and a vice
chairman (2014) of M&T Bank with responsibility for the Company’s Wealth and Institutional
Services Division, Treasury Division, and Mortgage and Consumer Lending Divisions. Previously,
Mr. Jones served as chairman of the board and a director (2014) of Wilmington Trust Investment
Advisors, a director (2007) of M&T Insurance Agency, chief financial officer (2005) of M&T, M&T
Bank and Wilmington Trust, N.A. and had held a number of management positions within M&T
Bank’s Finance Division since 1992.
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Richard S. Gold, age 61, is president, chief operating officer and a director of M&T and M&T
Bank (2017). Mr. Gold oversees the Consumer Banking, Business Banking, Legal and Human
Resources Divisions. Previously, he was an executive vice president (2006) and chief risk officer
(2014) of M&T and was a vice chairman and chief risk officer (2014) of M&T Bank. Mr. Gold had
been responsible for overseeing the Company’s governance and strategy for risk management, as
well as relationships with key regulators and supervisory agencies. He served as chairman, president
and chief executive officer (2018) of Wilmington Trust N.A., as a senior vice president of M&T
Bank from 2000 to 2006 and has held a number of management positions since he began his career
with M&T Bank in 1989. Mr. Gold is a director (2017) of Wilmington Trust, N.A and a director
(2020) of Wilmington Trust Company.

Kevin J. Pearson, age 60, is vice chairman (2020) and a director (2018) of M&T and is vice
chairman (2014) and a director (2018) of M&T Bank. He is a member of the Directors Advisory
Council (2006) of the New York City/Long Island Division of M&T Bank. Mr. Pearson has
oversight of the Commercial Banking, Credit, Technology and Banking Operations, and Wealth and
Institutional Services Divisions. Previously, Mr. Pearson served as an executive vice president of
M&T and M&T Bank, and has held a number of management positions since he began his career
with M&T Bank in 1989. He is chairman of the board and a director (2018) of Wilmington Trust
Company, chairman of the board (2020) and a director (2014) of Wilmington Trust, N.A., and a
director (2018) of Wilmington Trust Investment Advisors.

Robert J. Bojdak, age 66, is an executive vice president and chief credit officer (2004) for M&T
Bank where he is responsible for managing the overall risk involving the bank’s loan portfolio,
monitoring portfolio metrics and workout activities. He is an executive vice president (2004) of
Wilmington Trust, N.A. and an executive vice president (2020) of Wilmington Trust Company.
Previously from April 2002 to April 2004, Mr. Bojdak served as senior vice president and credit
deputy for M&T Bank and as a director (2004) of Wilmington Trust, N.A.

John L. D’Angelo, age 59, is an executive vice president (2017) and director of environmental,
social, and governance (“ESG”) (2021) of M&T and M&T Bank. Mr. D’ Angelo is responsible for
designing, implementing and measuring the formal strategy to establish M&T Bank as a leader in
ESG and sustainable business practices. He served as chief risk officer (2017), senior vice president
and general auditor of M&T and M&T Bank from 2005 to 2017 and has held a number of positions
since he began his career with M&T Bank in 1987.

Christopher E. Kay, age 56, is an executive vice president (2018) of M&T and M&T Bank, and
is responsible for all aspects of Consumer Banking, including the Mortgage, Consumer Lending and
Retail businesses, and Business Banking and Marketing. Prior to joining M&T in 2018, Mr. Kay
served as chief innovation officer at Humana from 2014 to 2018 and as managing director of Citi
Ventures from 2007 to 2013.

Darren J. King, age 52, is an executive vice president (2010) and chief financial officer (2016)
of M&T and executive vice president (2009) and chief financial officer (2016) of M&T Bank. Mr.
King has responsibility for the overall financial management of the Company and oversees the
Finance and Treasury Divisions. Prior to his current role, Mr. King was the Retail Banking executive
with responsibility for overseeing Business Banking, Consumer Deposits, Consumer Lending and
M&T Bank’s Marketing and Communications team. Mr. King previously served as senior vice
president of M&T Bank and has held a number of management positions within M&T Bank since
2000. Mr. King is an executive vice president (2009) and chief financial officer (2016) of
Wilmington Trust, N.A. and a director of M&T Insurance Agency (2018).

Gino A. Martocci, age 56, is an executive vice president (2014) of M&T and M&T Bank, and is
responsible for managing M&T Bank’s commercial banking lines of business. Mr. Martocci is
responsible for directing strategic growth and business line development activities across the
Company’s footprint for commercial customers. Previously, Mr. Martocci co-managed M&T Bank’s
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commercial banking lines of business. Mr, Martocci was a senior vice president of M&T Bank from
2002 to 2013, serving in a number of management positions and was a member of the Directors
Advisory Council of the New Jersey Division (2015) of M&T Bank. He is chairman of the board
(2018) and a director (2009) of M&T Realty Capital, and a member of the Directors Advisory
Council of the New York City/Long Island Division (2013) of M&T Bank and its Mortgage
Investment Committee.

Doris P. Meister, age 66, is an executive vice president (2016) of M&T and M&T Bank, and is
responsible for overseeing the Company’s wealth management business, including Wilmington Trust
Wealth Management, M&T Securities and Wilmington Trust Investment Advisors. Ms. Meister is an
executive vice president and a director (2016) of Wilmington Trust, N.A., an executive vice president
and director of Wilmington Trust Company (2016) and chairman of the board, chief executive officer
and a director (2017) of Wilmington Trust Investment Advisors. Prior to joining M&T in 2016, Ms.
Meister served as President of U.S. Markets for BNY Mellon Wealth Management from 2009 to
2016 and prior to that was a Managing Director of the New York office of Bernstein Global Wealth
Management.

Michael J. Todaro, age 60, is an executive vice president (2015) and chief risk officer (2021) of
M&T and M&T Bank. Mr. Todaro is responsible for overseeing the Company’s governance and
strategy for risk management as well as relationships with the Company’s regulators and supervisory
agencies. Previously, Mr. Todaro was responsible for the Mortgage, Consumer Lending and
Customer Asset Management Divisions. Most recently he was responsible for Enterprise
Transformation activities. Mr. Todaro previously served as senior vice president of M&T Bank and
held a number of management positions within M&T Bank’s Mortgage Division since 1995. He is an
executive vice president (2015), chief risk officer (2021) and a director (2021) of Wilmington Trust,
N.A. and an executive vice president (2021) and a director (2021) of Wilmington Trust Company.

Michele D. Trolli, age 60, is an executive vice president (2005) and head of corporate
operations and enterprise initiatives (2018) of M&T and M&T Bank. Previously, she was chief
information officer (2005) of M&T and M&T Bank. Ms. Trolli leads a wide range of the Company’s
Banking Operations, which includes Banking Services, Corporate Services, Business Continuity and
Enterprise Transformation and Change Management.

D. Scott N. Warman, age 56, is an executive vice president (2009) and treasurer (2008) of M&T
and M&T Bank. He is responsible for managing the Company’s Treasury Division, including
asset/liability management, funding, investment and derivative portfolio management, capital
markets foreign exchange trading and sales. Mr. Warman previously served as senior vice president
of M&T Bank and has held a number of management positions within M&T Bank since 1995. He is
an executive vice president and treasurer of Wilmington Trust, N.A. (2008) and is an executive vice
president and treasurer of Wilmington I'rust Company (2012).

Jennifer Warren, age 57, is an executive vice president (2022) of M&T and M&T Bank. Ms.
Warren is responsible for managing administrative and business development functions of Institutional
Client Services within the Wealth and Institutional Services Division. Prior to joining the Company, Ms.
Warren was chief executive officer of Issuer Services, North America for Computershare from 2018 to
2021. Ms. Warren previously served as head of the U.S. region and president and chief executive officer
of CIBC World Markets Corp., where she worked for nearly 12 years.

Tracy S. Woodrow, age 48, is an executive vice president and chief human resources officer
(2020) of M&T and M&T Bank. Ms. Woodrow is responsible for managing the Company’s Human
Resources Division. She is an executive vice president (2020) of Wilmington Trust, N.A. and
Wilmington Trust Company. Ms. Woodrow previously served as the Bank Secrecy Act/ Anti-
Money Laundering / Office of Foreign Assets Control Officer (2013) for M&T, M&T Bank and
Wilmington Trust, N.A.
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PART II

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

M&T’s common stock is traded under the symbol MTB on the New York Stock Exchange. See
cross-reference sheet for disclosures incorporated elsewhere in this Annual Report on Form 10-K for
approximate number of common shareholders at year-end, frequency and amounts of dividends on
common stock and restrictions on the payment of dividends.

During the fourth quarter of 2021, M&T did not issue any shares of its common stock that were
not registered under the Securities Act of 1933.

Equity Compensation Plan Information

The following table provides information as of December 31, 2021 with respect to shares of common
stock that may be issued under M&T’s existing equity compensation plans. M&T’s existing equity
compensation plans include the M&T Bank Corporation 2019 Equity Incentive Compensation Plan,
which has been previously approved by shareholders and the M&T Bank Corporation Deferred
Bonus Plan, which did not require shareholder approval.

The table does not include information with respect to shares of common stock subject to
outstanding options and rights assumed by M&T in connection with mergers and acquisitions of the
companies that originally granted those options and rights. Footnote (1) to the table sets forth the
total number of shares of common stock issuable upon the exercise of such assumed options and
rights as of December 31, 2021, and their weighted-average exercise price.

Number of Securities

Number of Remaining Available
Securities for Future Issuance
to be Issued Upon Weighted-Average Under Equity
Exercise of Exercise Price of Compensation Plans
. Outstanding Outstanding (Excluding Securities
Plan Category Options or Rights Options or Rights Reflected in Column A)
: (A) (B) ©
Equity compensation plans approved : : , j
Lby_security_ holders........covevvvivienrenieeeeee 635,864__$ 162.73 2,299,502
Equity compensation plans not approved
by security holders.........ccccceeccivininiiinennns 13,319 78.02 —
(" Total...... J . 649,183 _$ 16099 2,299,502 |

(1)  As of December 31, 2021, a total of 2,450 shares of M&T common stock were issuable upon exercise of
outstanding options or rights assumed by M&T in connection with merger and acquisition transactions.
The weighted-average exercise price of those outstanding options or rights is 870.53 per common share.

Deferred Bonus Plan. M&T maintains a deferred bonus plan which was frozen effective
January 1, 2010 and did not allow any additional deferrals after that date. Prior to January 1, 2010,
the plan allowed eligible officers of M&T and its subsidiaries to elect to defer all or a portion of their
annual incentive compensation awards and allocate such awards to several investment options,
including M&T common stock. At the time of the deferral election, participants also elected the
timing of distributions from the plan. Such distributions are payable in cash, with the exception of
balances allocated to M&T common stock which are distributable in the form of shares of common
stock.
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Performance Graph

The following graph contains a comparison of the cumulative shareholder return on M&T common
stock against the cumulative total returns of the KBW Nasdaq Bank Index, compiled by Keefe,
Bruyette & Woods, Inc., and the S&P 500 Index, compiled by Standard & Poor’s Corporation, for
the five-year period beginning on December 31, 2016 and ending on December 31, 2021. The KBW
Nasdaq Bank Index is a modified market capitalization weighted index consisting of 24 banking
stocks representing leading large U.S. national money centers, regional banks and thrift institutions.

Comparison of Five-Year Cumulative Return*
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2016 2017 2018 2019 2020 2021

—O—MA&T Bank Corporation ——KBW Nasdaq Bank Index —O—S&P 500 Index

Shareholder Value at Year End*

2016 2017 2018 2019 2020 2021
M&T Bank Corporation ......................... 100 111 95 116 90 112
KBW Nasdaq Bank Index .....cccococuenn.ve. 100 119 98 133 119 165
SEP 500 INAEX cervoveeeeeeeeeerrrenne 100 122 116 153 181 233

* Assumes a $100 investment on December 31, 2016 and reinvestment of all dividends.

In accordance with and to the extent permitted by applicable law or regulation, the information
set forth above under the heading “Performance Graph” shall not be incorporated by reference into
any future filing under the Securities Act of 1933, as amended (the “Securities Act”), or the
Exchange Act and shall not be deemed to be “soliciting material” or to be “filed” with the SEC under
the Securities Act or the Exchange Act.
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Issuer Purchases of Equity Securities
During the fourth quarter of 2021, M&T purchased shares of its common stock as follows:

Issuer Purchases of Equity Securities

(d)Maximum
(c)Total Number (or
Number of Approximate
Shares Dollar Value)
(or Units) of Shares
Purchased (or Units)
(a)Total | as Part of that may yet
Number (b)Average Publicly be Purchased
of Shares Price Paid Announced Under the
(or Units) per Share Plans or Plans or
Period Purchased (1) (or Unit) Programs Programs (2)
October_1 - October 31,2021 ......ovvioerernrveenrernnes e — 8 — — _$800,000,000 }
November 1 - November 30, 2021 .. — — — 800,000,000
December 1 - December 31, 2021 ..., — —_ — ..___800,000,000 i

TOtAl oo aenes I —  § — —

(1) The total number of shares purchased during the periods indicated includes shares purchased
as part of publicly announced programs and shares deemed to have been received from
employees who exercised stock options by attesting to previously acquired common shares in
satisfaction of the exercise price or shares received from employees upon the vesting of
restricted stock awards in satisfaction of applicable tax withholding obligations, as is permitted
under M&T'’s stock-based compensation plans.

(2) OnJanuary 20, 2021, M&T’s Board of Directors authorized a stock repurchase program to
repurchase up to 3800 million of common shares, with the exact number, timing, price and
terms of such repurchases to be determined at the discretion of management and subject to all
regulatory limitations. No common shares were repurchased during 2021.

Item 6. Selected Financial Data [Reserved].

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

Corporate Profile and Significant Developments

M&T Bank Corporation (“M&T”) is a bank holding company headquartered in Buffalo, New York
with consolidated assets of $155.1 billion at December 31, 2021. The consolidated financial
information presented herein reflects M&T and all of its subsidiaries, which are referred to
collectively as “the Company.” M&T’s wholly owned bank subsidiaries are Manufacturers and
Traders Trust Company (“M&T Bank”) and Wilmington Trust, National Association (“Wilmington
Trust, N.A.”).

M&T Bank, with total assets of $154.7 billion at December 31, 2021, is a New York-chartered
commercial bank with 688 domestic banking offices in New York State, Maryland, New Jersey,
Pennsylvania, Delaware, Connecticut, Virginia, West Virginia and the District of Columbia, and a
full-service commercial banking office in Ontario, Canada. M&T Bank and its subsidiaries offer a
broad range of financial services to a diverse base of consumers, businesses, professional clients,
governmental entities and financial institutions located in their markets. M&T Bank lends to
consumers residing in the states noted above and to small and medium-size businesses based in those
areas, although loans are also originated through offices in other states and in Ontario, Canada.
Certain lending activities are also conducted in other states through various subsidiaries. Trust and
other fiduciary services are offered by M&T Bank and through its wholly owned subsidiary,
Wilmington Trust Company. Other subsidiaries of M&T Bank include: M&T Realty Capital
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Corporation, a multifamily commercial mortgage lender; M&T Securities, Inc., which provides
institutional brokerage and securities services; Wilmington Trust Investment Advisors, Inc., which
serves as an investment advisor to the Wilmington Funds, a family of proprietary mutual funds, and
other funds and institutional clients; and M&T Insurance Agency, Inc., an insurance agency.

Wilmington Trust, N.A. is a national bank with total assets of $12.0 billion at December 31,
2021. Wilmington Trust, N.A. and its subsidiaries offer various trust and wealth management
services.

Financial results during 2020 and 2021 were adversely impacted by the effects of the
Coronavirus Disease 2019 (“COVID-19”) pandemic. Large portions of the U.S. economy were
severely impacted throughout much of those two years and as a result, many commercial and
consumer customers were negatively affected. The effects of the pandemic resulted in the Company
recognizing an elevated provision for credit losses during 2020 that reflected projections of credit
losses based on macroeconomic forecasts that were based on then existing economic conditions. As a
result, the Company recorded a provision for credit losses of $800 million in 2020. Improvements in
economic conditions and forecasts throughout 2021 led the Company to recognize a provision
recapture of $75 million in that year. In response to the pandemic, the Federal Reserve took actions
to lower interest rates that have negatively affected the Company’s net interest income since the
beginning of the pandemic.

On March 27, 2020 the Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”)
was signed into law. In addition to providing financial assistance to both businesses and consumers,
the CARES Act created a forbearance program for federally-backed mortgage loans, protected
borrowers from negative credit reporting due to loan accommodations resulting from the pandemic,
and provided financial institutions the option to temporarily suspend certain requirements under
GAAP related to troubled debt restructurings to account for the effects of COVID-19. The bank
regulatory agencies likewise issued guidance encouraging financial institutions to work prudently
with borrowers that were unable to meet their contractual payment obligations because of the effects
of COVID-19. That guidance, with concurrence of the Financial Accounting Standards Board, and
provisions of the CARES Act allowed modifications made on a good faith basis in response to
COVID-19 to borrowers who were generally current with their payments prior to any relief, to not be
treated as troubled debt restructurings nor be reported as past due.

The CARES Act also provided funding opportunities for small businesses under the Paycheck
Protection Program (“PPP”) from approved Small Business Administration (“SBA”) lenders,
including M&T Bank. For commercial and consumer customers, the Company provided a host of
relief options, such as payment deferrals (including maturity extensions), loan covenant waivers and
low interest rate loan products. M&T Bank funded approximately $7.0 billion of PPP loans during
2020 and another $2.9 billion in 2021, of which $1.2 billion remained outstanding at December 31,
2021.

The national effort to mitigate the pandemic has resulted in a challenging environment for
businesses and their employees. The Company has taken actions designed to help provide a safe
environment for its customers and employees and to provide relief to customers in a variety of ways.
Examples of those actions include:

« The deployment of a Pandemic Response Plan to manage the pandemic’s effects on
operations, employees and customers, including seeking to ensure employee safety, maintaining
continuity of operations and service levels for customers, preserving the Company’s financial
strength, and complying with applicable laws and regulations. Actions have included placing
restrictions on travel, implementing social distancing, health screening, sanitation and other
protocols, and mandating for all employees whose jobs can be performed remotely to work from
home where possible. In accordance with changes in Federal guidelines (e.g. the Centers for Disease
Control and Prevention) and state and local regulations, the Company has begun to roll back certain
of these measures;
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» The vast majority of the Company’s non-branch employees continued to work remotely
during 2021; the Company is preparing to employ an operating model consisting of onsite, hybrid
and fully remote employee work schedules when COVID-19 infections and hospitalizations stabilize;

» M&T Bank branches remain open, with open lobbies and normal access to drive-through
windows and ATMs; and

» Some loan customers are still receiving COVID-19 related relief in various forms, including
modification and forbearance requests as of December 31, 2021 as described herein and in note 4 of
Notes to Financial Statements.

On February 22, 2021 M&T announced that it had entered into a definitive agreement with
People’s United Financial, Inc. (“People’s United”) under which People’s United will be acquired by
M&T in an all-stock transaction. Pursuant to the terms of the agreement, People’s United
shareholders will receive consideration valued at .118 of an M&T share in the form of M&T
common stock. People’s United outstanding preferred stock will be converted to a new series of
M&T preferred stock upon completion of the acquisition. The transaction is valued at approximately
$7.8 billion (with the price based on M&T’s closing price of $153.58 per share as of December 31,
2021).

As of December 31, 2021, People’s United reported $64.6 billion of assets, including $37.9
billion of loans and $10.8 billion of investment securities, $56.7 billion of liabilities, including $53.8
billion of deposits, and $7.9 billion of stockholders’ equity. The merger has been approved by the
common shareholders of M&T and People’s United, the New York State Department of Financial
Services and Connecticut Department of Banking but remains subject to approval by the Board of
Governors of the Federal Reserve System. The merger is expected to be completed promptly after
the parties have obtained approval and satisfied other customary closing conditions.

Critical Accounting Estimates
The Company’s significant accounting policies conform with generally accepted accounting
principles (“GAAP”) and are described in note 1 of Notes to Financial Statements. In applying those
accounting policies, management of the Company is required to exercise judgment in determining
many of the methodologies, assumptions and estimates to be utilized. Certain of the critical
accounting estimates are more dependent on such judgment and in some cases may contribute to
volatility in the Company’s reported financial performance should the assumptions and estimates
used change over time due to changes in circumstances. The more significant areas in which
management of the Company applies critical assumptions and estimates include the following:
e  Accounting for credit losses — Effective January 1, 2020 the Company adopted amended
accounting guidance that impacts how the allowance for credit losses is determined.
Under the new accounting guidance, the allowance for credit losses represents a valuation
account that is deducted from the amortized cost basis of certain financial assets, including
loans and leases, to present the net amount expected to be collected at the balance sheet
date. A provision for credit losses is recorded to adjust the level of the allowance as
deemed necessary by management. In estimating expected losses in the loan and lease
portfolio, borrower-specific financial data and macro-economic assumptions are utilized to
project losses over a reasonable and supportable forecast period. For certain loan pools
that share similar risk characteristics, the Company utilizes statistically developed models
to estimate amounts and timing of expected future cash flows, collateral values and other
factors used to determine the borrowers’ abilities to repay obligations. Such models
consider historical correlations of credit losses with various macroeconomic assumptions
including unemployment, gross domestic product and real estate prices. These forecasts
may be adjusted for inherent limitations or biases of the models. Subsequent to the
forecast period, the Company utilizes longer-term historical loss experience to estimate
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losses over the remaining contractual life of the loans. Prior to 2020, the allowance for
credit losses represented the amount that in management’s judgment reflected incurred
credit losses inherent in the loan and lease portfolio as of the balance sheet date. The
estimation of the allowance for credit losses prior to 2020 did not consider reasonable and
supportable forecasts that could have affected the collectability of the reported amounts.
Changes in the circumstances considered when determining management’s estimates and
assumptions could result in changes in those estimates and assumptions, which could
result in adjustment of the allowance for credit losses in future periods. A discussion of
facts and circumstances considered by management in determining the allowance for
credit losses is included herein under the heading “Provision for Credit Losses” and in
note 5 of Notes to Financial Statements.

Valuation methodologies — Management of the Company applies various valuation
methodologies to assets and liabilities which often involve a significant degree of
judgment, particularly when liquid markets do not exist for the particular items being
valued. Quoted market prices are referred to when estimating fair values for certain assets,
such as trading assets, most investment securities, and residential real estate loans held for
sale and related commitments. However, for those items for which an observable liquid
market does not exist, management utilizes significant estimates and assumptions to value
such items. Examples of these items include loans, deposits, borrowings, goodwill, core
deposit and other intangible assets, other assets and liabilities obtained or assumed in
business combinations, capitalized servicing assets, pension and other postretirement
benefit obligations, estimated residual values of property associated with leases, and
certain derivative and other financial instruments. These valuations require the use of
various assumptions, including, among others, discount rates, rates of return on assets,
repayment rates, cash flows, default rates, costs of servicing and liquidation values. The
use of different assumptions could produce significantly different results, which could
have material positive or negative effects on the Company’s results of operations, financial
condition or disclosures of fair value information. In addition to valuation, the Company
must assess whether there are any declines in value below the carrying value of assets that
require recognition of a loss in the consolidated statement of income. Examples include
certain investments, capitalized servicing assets, goodwill and core deposit and other
intangible assets, among others. Specific assumptions and estimates utilized by
management are discussed in detail herein in management’s discussion and analysis of
financial condition and results of operations and in notes 1, 3, 4, 7, 8, 13, 19, 20 and 21 of
Notes to Financial Statements.

Commitments, contingencies and off-balance sheet arrangements — Information
regarding the Company’s commitments and contingencies, including guarantees and
contingent liabilities arising from litigation, and their potential effects on the Company’s
results of operations is included in note 22 of Notes to Financial Statements. In addition,
the Company is routinely subject to examinations from various governmental taxing
authorities. Such examinations may result in challenges to the tax return treatment applied
by the Company to specific transactions. Management believes that the assumptions and
judgment used to record tax-related assets or liabilities have been appropriate. Should tax
laws change or the tax authorities determine that management’s assumptions were
inappropriate, the result and adjustments required could have a material effect on the
Company’s results of operations. Information regarding the Company’s income taxes is
presented in note 14 of Notes to Financial Statements. The recognition or de-recognition
in the Company’s consolidated financial statements of assets and liabilities held by so-
called variable interest entities is subject to the interpretation and application of complex
accounting pronouncements or interpretations that require management to estimate and
assess the relative significance of the Company’s financial interests in those entities and
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the degree to which the Company can influence the most important activities of the
entities. Information relating to the Company’s involvement in such entities and the
accounting treatment afforded each such involvement is included in note 20 of Notes to
Financial Statements.

Overview

Net income recorded by the Company in 2021 was $1.86 billion or $13.80 of diluted earnings per
common share, representing an increase of 37% and 39%, respectively, from $1.35 billion or $9.94
of diluted earnings per common share in 2020. Basic earnings per common share also increased 39%
to $13.81 in 2021 from $9.94 in 2020. In connection with M&T’s pending acquisition of People’s
United, the after-tax impact of merger-related expenses was $34 million ($44 million pre-tax), or
$.25 of basic and diluted earnings per common share in 2021. Merger-related expenses largely
consisted of professional services related to planned integration efforts associated with the merger.
There were no merger-related expenses during 2020 and 2019. Net income in 2019 totaled $1.93
billion, while diluted and basic earnings per common share were $13.75 and $13.76, respectively.
Expressed as a rate of return on average assets, net income in 2021 was 1.22%, compared with 1.00%
in 2020 and 1.61% in 2019. The return on average common shareholders’ equity was 11.54% in
2021, 8.72% in 2020 and 12:87% in 2019.

Table 1
EARNINGS SUMMARY
Dollars in millions
Compound
Increase (Decrease)(a) Growth Rate
2020 to 2021 2019 to 2020 5 Years
Amount % Amount % 2021 2020 2019 2018 2017 _ 2016 to 2021
$.(256.5) _(6)$_(692.4)_(14) Interest income(b) ... $3,953.5 $4,210.0_$4,902.4 $4,6206 $4,2024 — %
[T(212:3)(65)_(422.9) (56 ) INtEreSt EXPENSE ...rrrovvvvvroroo i T 1140 3264 7493 5264 3868 __(23)___]
(44.1) _(1)_(269.5)._(6) Net interest income(b)......................... _3,839.5 38836 41531 40942 38156 2
[:?875.0)(109)b_624.0_355& Less: provision for credit losses ..... . (750)_.8000___1760___1320__ 1680 __ _— _
(118)_ — (27.4) _— _Gain (loss) on bank investment securities ...... (212) 94) 18.0 63) 213 —
[T 903""4___ 542___3_ Otherincome... 72,1882 __2,0975__2,043.7_18623__18299___ _4___ .
e e ____________LeSS_‘ —_ . . - ) —— .
(950 5___499_ 3 . _ Salaries and employee benefits................ 30457, 1050719008 1,753 _1,6488 ___5_ !
1314 9 (1334) _(9) __Otherexpense................ . _1,5659 _1,434.5 15679 1,5358 14915 2
| 683.0___38_..(783.2) (30) Income before income taxes................o..... . _2,4699 _1,7869__ 25701 __2,530.1__23585____ 3 __ __1,
—_ Less., e e e e e = e e =+ o - e =
[T 7(26)(15) _ _(56).(24). __ Taxable-equivalent adjustment(b)........... 4773 229 _ 219 36 __ (n__]
180.0 43 _ (201.7) (33) _INCOME tAXES.....ccocrsvrocn _ 5964 _ 4164 _ 6181 _ 590.1 _ 9156 __ (4)___
$ 505.6 37 % (575.9) (30) Net iNCOME ...oorvovorrveverereerre e .. 518588 $13532 $1929.1 $1,918.1 $14083 _ _7 % !

(a)  Changes were calculated from unrounded amounts.

(b)  Interest income data are on a taxable-equivalent basis. The taxable-equivalent adjustment represents additional income
taxes that would be due if all interest income were subject to income taxes. This adjustment, which is related to interest
received on qualified municipal securities, industrial revenue financings and preferred equity securities, is based on a
composite income tax rate of approximately 26% in 2018-2021 and 39% in prior years.

Financial results for 2021 and 2020 were adversely impacted by the COVID-19 pandemic.
Large portions of the U.S. economy were substantially curtailed for extended periods of time and, as
a result, many commercial and consumer customers were adversely impacted. Specifically, those
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adverse economic impacts, coupled with an accounting change noted herein, resulted in the Company
recognizing significantly higher provisions for credit losses during 2020 as compared with previous
years. An improvement in economic conditions during 2021 led the Company to recapture provision
for credit losses of $75 million in 2021 compared with provisions for credit losses of $800 million in
2020 and $176 million in 2019. The 2020 and 2021 periods reflect the amended accounting guidance
for the measurement of expected credit losses on financial instruments. Prior to 2020, the provision
for credit losses reflected incurred losses only. In response to the pandemic, the Federal Reserve
took actions to lower interest rates that have negatively affected the Company’s net interest income
since the beginning of the pandemic. Taxable-equivalent net interest income totaled $3.84 billion,
$3.88 billion and $4.15 billion in 2021, 2020 and 2019, respectively.

Economic forecasts improved in 2021 resulting in a recapture of provision for credit losses in
2021 compared with significant provision for credit losses recorded in the prior year. During 2020,
economic forecasts utilized during each interim period resulted in higher estimates of expected credit
losses in the Company’s loan portfolio than at January 1, 2020, resulting in higher levels of the
provision for credit losses in each of those quarters as compared with the comparable 2019 periods.
Specifically, the level of the provision in 2020 reflected the ongoing impacts of the pandemic on
economic activity in the hospitality and retail sectors, the uncertainty at December 31, 2020 as to the
sufficiency and effectiveness of economic stimulus provided by the U.S. government to the
economy, and concerns about ultimate collectability of real estate loans where the borrowers
requested re-payment forbearance. Concerns remain about large sectors of the economy, including
the hotel, healthcare and office space sectors. The allowance for credit losses for commercial real
estate loans remains elevated as a result. The Company expects that it will likely continue to be
impacted by the COVID-19 pandemic after December 31, 2021. Specifically, the Company expects
that the following balance sheet and income statement categories could be affected:

» Net interest income and net interest margin — the low interest rate environment will continue
to negatively affect the Company’s net interest margin until the level of general interest rates rises;

* Provision for credit losses — although the economy has experienced a recovery in 2021, it is
possible that economic assumptions used to calculate the allowance for credit losses at the end of
future reporting periods could deteriorate, resulting in higher levels of the provision and allowance
for credit losses. In addition, the impact on borrowers’ ability to repay loans could be negatively
affected, potentially leading to increased charge-offs;

* A resurgence of the pandemic or emergence of COVID-19 variants in large parts of the
country may impact customer demand for many of the Company’s products and services, in
particular credit and deposit-related products and services.

Effective January 1, 2020, M&T adopted amended accounting guidance for the measurement of
credit losses on financial instruments. That guidance required an allowance for credit losses to be
deducted from the amortized cost basis of financial assets to present the net carrying value that is
expected to be collected over the contractual term of the assets considering relevant information
about past events, current conditions, and reasonable and supportable forecasts that affect the
collectability of the reported amount. The accounting guidance replaced the previous incurred loss
model for determining the allowance for credit losses. The adoption of the amended guidance
resulted in a $132 million increase in the allowance for credit losses as of January 1, 2020.
Additional information on the amended accounting guidance is provided under the heading
“Provision for Credit Losses” and in note 5 of Notes to Financial Statements.

There were several notable matters during 2019 that impacted that year’s results. In the first
quarter of 2019, the Company recognized an expense of $50 million (reflected in “other costs of
operations™) to increase its reserve for legal matters associated with a subsidiary’s role as trustee of
Employee Stock Ownership Plans in its Institutional Client Services business. That expense, on an
after-tax basis, reduced net income by $37 million, or $.27 of diluted earnings per common share. In
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July 2019, M&T agreed to sell its non-controlling interest in an asset manager obtained in the 2011
acquisition of Wilmington Trust Corporation that had been accounted for using the equity method of
accounting and, as a result, as of June 30, 2019 recorded a $48 million charge (reflected in “other
costs of operations”) to reduce the carrying value of the investment to its estimated net realizable
value. Similar to other active investment managers, the investee entity had experienced a decrease in
assets under management and during the second quarter of 2019 the entity’s chief executive and
investment officer announced his retirement. Following that announcement, successor management
submitted a proposal to M&T to restructure the organization of the entity. The after-tax impact of the
charge was a reduction in net income of $36 million, or $.27 of diluted earnings per common share.
The sale of M&T’s interest in the asset manager was effective September 30, 2019.

Reflecting the matters discussed previously, taxable-equivalent net interest income was $3.84
billion in 2021, compared with $3.88 billion in 2020. That decline resulted from a 40 basis point
(hundredths of one percent) narrowing of the net interest margin, or taxable-equivalent net interest
income expressed as an annualized percentage of average earning assets, to 2.76% in 2021 from
3.16% in 2020, partially offset by the impact of an increase in average earning assets to $139.1
billion in 2021 from $122.9 billion in 2020. The increase in average earning assets resulted from
higher amounts of low-yielding balances maintained by the Company at the Federal Reserve Bank
(“FRB”) of New York. Taxable-equivalent net interest income decreased 6% in 2020 from $4.15
billion in 2019. That decrease resulted from a 68 basis point narrowing of the net interest margin
from 3.84% in 2019, partially offset by the impact of an increase in average earning assets from
$108.2 billion in 2019 that reflected higher balances of loans and amounts held at the FRB of New
York.

The provision for credit losses declined significantly in 2021 resulting in a recapture of
previously recorded provisions of $75 million, compared with a provision for credit losses of $800
million recorded in 2020. The provision in 2019 was $176 million. Net charge-offs in 2021, 2020 and
2019 were $192 million, $247 million and $144 million, respectively.

Other income totaled $2.17 billion in 2021, $2.09 billion in 2020 and $2.06 billion in 2019. As
compared with 2020, higher amounts of trust income, service charges on deposit accounts, and
brokerage services income in 2021 were partially offset by lower trading account and foreign
exchange gains, a higher loss on bank investment securities and less in distributions from Bayview
Lending Group LLC (“BLG”). Comparing 2020 with 2019, a 24% rise in mortgage banking
revenues, higher trust income and increased income from BLG were partially offset by a declines in
service charges on deposit accounts, trading account and foreign exchange gains and loan
syndication fees.

Other expense totaled $3.61 billion in 2021, compared with $3.39 billion in 2020 and $3.47
billion in 2019. Included in those amounts are expenses considered by M&T to be “nonoperating” in
nature, consisting of amortization of core deposit and other intangible assets of $10 million, $15
million and $19 million in 2021, 2020 and 2019, respectively, and merger-related expenses of $44
million in 2021. No merger-related expenses were recorded in 2020 and 2019. Exclusive of those
nonoperating expenses, noninterest operating expenses totaled $3.56 billion in 2021, compared with
$3.37 billion in 2020 and $3.45 billion in 2019. The higher level of such expenses in 2021 as
compared with 2020 was due to increased costs for salaries and employee benefits, outside data
processing and software, FDIC assessments, and professional services. Contributing to the lower
level of noninterest operating expenses in 2020 as compared with 2019 were decreased costs for
professional services, legal-related matters, advertising and marketing, travel and entertainment, and
a $48 million charge in the second quarter of 2019 associated with the sale of an equity investment in
an asset manager. Those factors were partially offset by higher costs for salaries and employee
benefits, outside data processing and software, increases to the valuation allowance for capitalized
residential mortgage servicing rights and $14 million of expenses related to the planned transition of
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the support for the Company’s retail brokerage and advisory business to the platform of LPL
Financial.

The efficiency ratio measures the relationship of noninterest operating expenses to revenues.
The Company’s efficiency ratio, or noninterest operating expenses (as previously defined) divided by
the sum of taxable-equivalent net interest income and noninterest income (exclusive of gains and
losses from bank investment securities), was 59.0% in 2021, compared with 56.3% and 55.7% in
2020 and 2019, respectively. The calculations of the efficiency ratio are presented in table 2.

The Company’s effective tax rate was 24.3% in 2021 and 2019, compared with 23.5% in 2020.

Supplemental Reporting of Non-GAAP Results of Operations

As a result of business combinations and other acquisitions, the Company had intangible assets
consisting of goodwill and core deposit and other intangible assets totaling $4.6 billion at each of
December 31, 2021 and 2020, consisting predominantly of goodwill. Amortization of core deposit
and other intangible assets, after-tax effect, totaled $8 million, $11 million and $14 million during
2021, 2020 and 2019, respectively.

M&T consistently provides supplemental reporting of its results on a “net operating” or
“tangible” basis, from which M&T excludes the after-tax effect of amortization of core deposit and
other intangible assets (and the related goodwill, core deposit intangible and other intangible asset
balances, net of applicable deferred tax amounts) and gains (when realized) and expenses (when
incurred) associated with merging acquired or to be acquired operations with and into the Company,
since such items are considered by management to be “nonoperating” in nature. In 2021, those
merger-related expenses generally consisted of professional services, reflecting legal expenses and
technology-related efforts to prepare for the integration of People’s United’s systems with those of
the Company, and printing costs associated with the production of the joint proxy
statement/prospectus distributed to the shareholders of M&T and People’s United. Such expenses
totaled $44 million ($34 million after-tax) in 2021. There were no merger-related gains or expenses
in 2020 and 2019. Although “net operating income” as defined by M&T is not a GAAP measure,
M&T’s management believes that this information helps investors understand the effect of
acquisition activity in reported results.

Net operating income was $1.90 billion in 2021, $1.36 million in 2020, and $1.94 billion in
2019. Diluted net operating earnings per common share were $14.11 in 2021, $10.02 in 2020 and
$13.86 in 2019.

Net operating income expressed as a rate of return on average tangible assets was 1.28% in
2021, compared with 1.04% in 2020 and 1.69% in 2019. Net operating income represented a return
on average tangible common equity of 16.80% in 2021, compared with 12.79% in 2020 and 19.08%
in 2019.

Reconciliations of GAAP amounts with corresponding non-GAAP amounts are presented in
table 2.
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Table 2

RECONCILIATION OF GAAP TO NON-GAAP MEASURES

2021 2020 2019
Income statement data
Dollars in thousands, except per share
Net income
Net income . OO OO O TSROSO P OO 1,858,746 $ 1,353,152 $ 1,929,149
Amortization of core deposit and other i gible assets(a) 7,532 10,993 14,359
Merger-related exp (a) 33,560 — —
Net operating income 1,899,838 $ 1,364,145 $ 1,943,508
Earnings per common share
Diluted earnings per share 13.80 $ 9.94 s 13.75
Amortization of core deposit and other i ible assets(a) .06 .08 11
Merger-related eXpenses() ...........ccourvvveeeriniiininicririniennne .25 e -
Diluted net operating earnings per ShATE ..ot 14.11 $ 10.02 $ 13.86
Other expense
Other exp 3,611,623 $ 3,385,240 $ 3,468,682
Amortization of core deposit and other i BIDIE ASSELS ..ot e (10,167) (14,869) (19,490)
Merger-related exp (43,860) — —
Noninterest operating expense 3,557,596 $ 3370371 $ 3,449,192
Merger-related expenses
Salaries and employee benefit 176 3 — s —
Equip and net pancy 341 —_ -
Outside data processing and software....... L1119 - —
Advertising and marketing 866 — —
Printing, postage and suppli 2,965 - -
Other costs of operations.... 38,393 - —
OHRET EXPENSE ......voeesicaetcetereses vt erprrecse e bseses s bas bbb s s bbb bbbt 43,860 $ — 3 —
Efficiency ratio
Noni perating exp (numerator) 3,557,596 $ 3370371 $ 3,449,192
Taxable-equivalent net interest income 3,839,509 $ 3,883,605 $ 4,153,127
Other income. 2,166,994 2,088,444 2,061,679
Less: Gain (loss) on bank i securitie! (21,220) (9,421) 18,037
D inator ........... 6,027,723 $ 5,981,470 $ 6,196,769
EffICIENCY FAIO......c.oviiiiviiriririiriicr it 59.0% 56.3% 55.7%
Balance sheet data
In millions.
Average assets.
Average assets. .. 152,669 $ 135,480 $ 119,584
Goodwill (4,593) (4,593) (4,593)
Core deposit and Other INANGIBIE ASSEIS .............ouiruecmeicteiit ettt s (8) 1) (38)
Deferred taxes 2 5 10
Average tangible assets 148,070 3 130,871 s 114,963
Average common equity
Average total equity 16,909 $ 15,991 3 15,718
Preferred stock . (1,438) (1,250) (1,272)
Average equity 15,471 14,741 14,446
Goodwill ....... herererest st s st e s b sease st e R e R e PA LSRR R LR AR SRR SR e SR AR SRR R A et b LB s R SA b bE SRR b e (4,593) (4,593) (4,593)
Core deposit and other ible assets (8) 21) (38)
Deferred taxes 2 5 10
Average tangible common equity...... 10,872 $ 10,132 s 9,825
At end of year
Total assets
Total assets. 155,107 $ 142,601 $ 119,873
Goodwill (4,593) (4,593) (4,593)
Core deposit and other intangible assets «) (14) (29)
Deferred taxes i 4 7
Total tangible assets 150,511 $ 137,998 $ 115,258
Total common equity
Tota) equity 17,903 $ 16,187 $ 15,717
Preferred stock (1,750) (1,250) (1,250)
Common equity ......... 16,153 14,937 14,467
Goodwill (4,593) (4,593) (4,593)
Core deposit and other i ible assets @) (14) (29)
DIEIEITEA TAXES ... ceeeeeeeereeeseevee e iesests s secsessanebesteb st s e st ebasassbs it abe b et abaebtot sas asamsn sammnmnans 1 4 7
Total tangib} equity 11557 § 10334 $ 9,852

(a) Afier any related tax effect.
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Net Interest Income/Lending and Funding Activities

Taxable-equivalent net interest income was $3.84 billion in 2021, compared with $3.88 billion in
2020. The decrease in 2021 was primarily attributable to a 40 basis point narrowing of the net
interest margin to 2.76% in 2021 from 3.16% in 2020 reflecting lower yields on loans offset, in part,
by lower rates paid on deposits, and reduced balances of investment securities. Those net impacts
were partially offset by increased deposits held at the FRB of New York that serve to increase net
interest income, but, due to their low yield, reduce the reported net interest margin.

Average earnings assets were $139.1 billion and $122.9 billion in 2021 and 2020, respectively.
Average loans and leases were $96.6 billion in both 2021 and 2020. Average balances of commercial
loans and leases decreased $2.3 billion or 8% to $25.2 billion in 2021 from $27.5 billion in 2020.
That decrease was largely the result of a decline in average balances of PPP loans due to loan
forgiveness by the SBA, lower dealer floor plan balances reflecting automobile production and
inventory issues experienced by the industry and subdued loan demand by commercial customers, in
general. PPP loans averaged $4.1 billion in 2021 compared with $4.4 billion in 2020. Average
commercial real estate loan balances were up $336 million or 1% to $37.3 billion in 2021 from $37.0
billion in 2020. Consumer loans averaged $17.3 billion in 2021, an increase of $1.4 billion or 9%
from $15.9 billion in 2020, due to growth in recreational finance loans (consisting predominantly of
loans secured by recreational vehicles and boats) and, to a lesser extent, automobile loans that was
partially offset by declines in average outstanding balances of home equity loans and lines of credit.
Average residential real estate loans were $16.8 billion and $16.2 billion in 2021 and 2020,
respectively, reflecting repurchases of government-guaranteed loans from Ginnie Mae pools that are
serviced by the Company. The Company repurchases government-guaranteed loans to reduce
associated servicing costs, namely a requirement to advance principal and interest payments that had
not been received from individual mortgagors, including payments deferred under COVID-19
forbearance arrangements. The loans repurchased from Ginnie Mae pools averaged $3.3 billion in
2021, up from $2.6 billion in 2020. Additionally, late in the third quarter of 2021 the Company began
to retain recently originated residential mortgage loans in portfolio rather than sell such loans. These
increases were offset by the ongoing repayments of loans by customers.

Net interest income expressed on a taxable-equivalent basis aggregated $3.88 billion in 2020,
down 6% from $4.15 billion in 2019. That decline primarily resulted from a 68 basis point narrowing
of the net interest margin, largely the result of declines in yields on loans and balances held at the
FRB of New York, reflecting the lower interest rate environment due to actions initiated by the
Federal Reserve to decrease its target Federal funds rate three times in the second half of 2019 (each
by a .25% increment) and twice in March of 2020 (first by .50%, then another by 1.0%). The lower
net interest margin was partially offset by the impact of a $14.6 billion, or 14%, increase in average
earning assets to $122.9 billion in 2020 from $108.2 billion in 2019 that reflected increases in
average loan and lease balances of $7.1 billion and in interest-bearing deposits at banks of $8.5
billion, partially offset by a decline in average balances of investment securities of $3.4 billion.

Average loans and leases rose $7.1 billion, or 8%, in 2020 from $89.5 billion in 2019. Average
balances of commercial loans and leases increased $4.2 billion or 18% to $27.5 billion in 2020 from
$23.3 billion in 2019. That increase was the result of average outstanding PPP loans of $4.4 billion
that were predominantly funded in the second quarter of 2020. Average commercial real estate loan
balances were up $2.1 billion or 6% to $37.0 billion in 2020 from $34.9 billion in 2019. Consumer
loans averaged $15.9 billion in 2020, up $1.2 billion or 9% from $14.6 billion in 2019, due to growth
in recreational finance loans and automobile loans that was partially offset by declines in outstanding
balances of home equity loans and lines of credit. Average residential real estate loans were $16.2
billion in 2020 and $16.7 billion in 2019, reflecting ongoing payments by customers, partially offset
by repurchases of government-guaranteed loan from Ginnie Mae pools. These repurchased loans
averaged $2.6 billion in 2020, up from $889 million in 2019.
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Table 3

AVERAGE BALANCE SHEETS AND TAXABLE-EQUIVALENT RATES

2021 2020 2019 2018 2017
Average Average  Average Average  Average Average  Average Average  Average Average
Balance _Interest Rate Balance _Interest Rate Balance _Interest Rate Balance _Interest Rate Balance _Interest Rate
(Average balance in millions of dollars; interest in thousands of dollars) A
Assets
Eaming assets
Loans and leases, net of uncamed discount(a)
C ial, financial, etc. $ 25191 § 902,958 3.58 % 27,520 941,419 3.42% 23,306 1,118,850 480% 21,832 1,003,462 4.60% 21,981 853,389 3.88%
Real estate — commercial. 37,321 1,498,089 3.96 36,986 1,651,448 439 34,885 1,842,472 521 33,682 1,712,247 5.01 33,196 1,481,427 4.40
Real estate — consumer .. 16,770 595,496 355 16,215 618,597 3.82 16,665 708,555 4.25 18,330 766,552 4.18 21,013 832,574 3.96
Consumer... 17,331 767,167 4.43 15,884 780,803 492 14,638 _ 794,913 543 13,555 703,919 5.19 12,625 _ 608,253 4.82
Total loans and leases, net 96,613 3,763,710 3.90 96,605 3,992,267 4.13 89,494 4,464,790 4.99 87,399 4,186,180 4.79 88,815 3,775,643 4.25
Interest-bearing deposits at banks ... 35,829 47491 13 15,329 32,956 21 6,783 141,397 2.08 5614 108,182 193 5,578 61,326 o
Federal funds sold and agreements to resell
securities 167 202 12 2,717 6,985 .26 327 5,507 1.68 1 23 1.95 - 6 1.56
Trading account 50 942 1.89 53 L1l 2.10 68 1,842 272 58 1,479 2.55 7 1,202 1.70
Investment securities(b)
U.S. Treasury and federal agencies.. 5,736 128,593 224 7454 164,263 220 10,755 261,351 243 12,915 299,543 232 14,701 336,446 229
Obligations of states and political
ivisi 1 30 5.87 3 125 7 298 448 16 747 43 1,951 4.62
Other... . 672 12,548 1.87 708 12,293 788 27272 763 24,454 794 25,791 325
Total i secul 6,409 141,171 2.20 8,165 176,681 11,550 _ 288,921 13,694 _ 324,744 15,538 _ 364,188 234
Twial carning aysels. 139,068 3,953,516 2.84 122,869 4,210,000 108,222 4,902,457 106,766 4,620,608 110,002 _ 4,202,365 382
Allowance for credit losses (1,620) (1,503) (1,030) (1,019) (1,012)
Cash and due from banks... 1,446 1,327 1,294 1,312 1,295
Other asset: 12,787 11,098 9900 10575 .
Total assets.. 135,480 119,584 116,959 120,860
Liabilities and Shareholders’ Equity
Interest-bearing liabilities
Interest-bearing deposits
Savings and interest-checking deposits. $ 70,879 32,999 .05 63,590 146,700 23 54,610 368,004 .67 52,102 215411 A4t 53,399 133,177
Time deposits.... 3,263 18,635 .57 4,960 66,280 134 6,309 95,426 1.51 6,025 51,423 .85 8,161 61,505
Deposits at Cayman Islands office. 181 201 Al L7 4,054 36 1,367 21,917 1.60 394 5,633 143 185 1,186
Total interest-bearing deposits. 74,323 51,835 .07 69,667 217,034 31 62,286 _ 485,347 78 58,521 272,467 47 61,745 195,868
Sh ing 68 7 .01 62 28 .05 1,059 24,741 234 331 5,386 1.63 205 1,511
Long-term 13! 3,537 62,165 1.76 5,803 109,333 1.88 7,703 _ 239,242 3.11 8,845 _ 248,556 2381 8,302 189,372
Total interest-bearing liabilitie. 77,928 114,007 14 75,532 326,395 43 71,048 _ 749,330 1.05 67,697 _ 526,409 .78 70252 386,751 .
bearing deposit: 55,666 41,683 30,763 31,893 32,520
Other liabilities . 2,274 2,055 1,739 1,793
Total liabilities .. 119,489 103,866 101,329 104,565
" equity 16,909 15,991 15,718 15,630 16,295
Total liabilities and shareholders’ equity ... $152,669 135,480 119,584 116,959 120,860
Net interest spread ... 2.70 3.00 348 3.55 327
Contribution of i free funds .06 16 36 28 .20
Net interest income/margin on eaming assets ... $3,839,509 276 % 3,883,605 3.16% 4,153,127 3.84% 4,094,199 383% 3,815,614 347%

(a)
)

Includes nonaccrual loans.

Includes securities at

cost.
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Table 4 summarizes average loans and leases outstanding in 2021 and percentage changes in the
major components of the portfolio over the past two years.

Table 4
AVERAGE LOANS AND LEASES
(Net of unearned discount)
Percent Increase
(Decrease) from
2020 to 2019 to
2021 2021 2020
(In millions)
Commercial, financial, etC. ......coocceieeieriirercr e $ 25,191 (8)% 18 %
Real estate — COMMETCIAL....covuiieeviecieerireceeecir e eree e e seieerereseaecesnee 37,321 1 6
Real €StAte — CONSUMET ....cvieeriiieieireiinrenie et eieeaeenere e s reeseneaee e saesoe 16,770 3 3)
Consumer
Recreational finance.......cooeceveeeiiiiiiee e ) 7,680 21 31
AULOMODILE. ...iiiviiireiiieer ettt e e ee e s e e erse e e s 4,449 14 4
Home equity lines and loans ........ et etee e e e e e e rteenteeeteerne e benaeeennaean 3,725 (12) )
OURET et et er e e aae e s s b e esabe e e snes 1,477 5 2
Total CONSUMET .....couiiiiiiiiei e e 17,331 9 9
TOAL .ottt s $ 96,613 — % 8 %

Commercial loans and leases, excluding loans secured by real estate, totaled $23.5 billion at
December 31, 2021, representing 25% of total loans and leases. Table 5 presents information on
commercial loans and leases as of December 31, 2021 relating to geographic area, size, borrower
industry and whether the loans are secured by collateral or unsecured. Of the $23.5 billion of
commercial loans and leases outstanding at the end of 2021, approximately $19.9 billion, or 85%,
were secured, while 35%, 17% and 28% were granted to businesses in New York State, Pennsylvania
and in the Mid-Atlantic area (which includes Delaware, Maryland, New Jersey, Virginia, West
Virginia and the District of Columbia), respectively. The Company provides financing for leases to
commercial customers, primarily for equipment. Commercial leases included in total commercial
loans and leases at December 31, 2021 aggregated $1.0 billion, of which 48% were secured by
collateral located in New York State, 14% were secured by collateral in Pennsylvania and another
20% were secured by collateral in the Mid-Atlantic area.
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Table 5

COMMERCIAL LOANS AND LEASES, NET OF UNEARNED DISCOUNT
(Excludes Loans Secured by Real Estate)

December 31, 2021

Mid- Percent of

New York Pennsylvania Atlantic(a) Other Total Total
(Dollars in millions)

SEIVICES.....eeeeeeeeeeereesns ireesssrsssasnes _ $_674 $1,363 $_524 '$_3,951 17% §
Manufacturing 711 788 627 3,410 14%
Motor vehicle and recreational ' ' ' J
|_finance dealers..........cc.ovvrerrrunnnn. 859 507 422 1,233 3,021 13%
Financial and insurance..................... 1,197 257 627 913 2,994 13%
Wholesale ......ocereeereeennne. 642 546 631 418 2,237 9% |
Retail ................ 384 254 533 329 1,500 6%
Construction ......... 478 351 580 84 1,493 _ 6% |
Real estate investors ........cooceereeeeneces 736 172 488 56 1,452 6%
Transportation, communications, .J
Lutilitics RO SRR 343 227 443 335 1,348 6%
Health services........cccoveeevvvverveeennnes 582 183 501 60 1,326 6%
Public administration.................ceeen.. 91 38 22 14 165 1% ]
Agriculture, forestry, fishing, etc...... 28 56 33 10 127 1%
Other............ — 144- 71 93 449 .- - 2% ]
TOtAl vt __$4120 _ $6502  $4,696 _ $23473 __ 100%
Percent of total T 7% 28% _  20%____ 100% ]
Percent of dollars outstanding v
Secured ......oceerevenieeeeeeeeseeeee e 73% 83% 81% 91% 81% B
Unsecured 21 14 16 5 15
Leases............ 6 __ 3 3 4 4 ]
TOtAL e neeeesinnes 100% 100% ___ 100% _ 100% 100%
'Percent of dollars outstanding by
| size of loan »
Less than $1 million ......c.cooooveeees. 26% 21% 25% 12% 2%
$1 million to $5 million...........cc.c..... 25 24 __ 21 20_ 23 !
$5 million to $10 million................... 12 17 11 15 14
$10 million to $20 million................. 11 16 12, 16__ 12 |
$20 million to $30 million................. 7 11 8 11 9
'$30 million to $50 million ................ 7 6 9 11 8 J
Greater than $50 million................... 12 S 14 15 12
TOtAl.ceeeeeeereerecreeeee e 100% 100% __ 100% _ 100% __ 100% . ]
(a) Includes Delaware, Maryland, New Jersey, Virginia, West Virginia and the District of Columbia.

International loans included in commercial loans and leases totaled $116 million and $100
million at December 31, 2021 and 2020, respectively. Included in such amounts at each of those
dates were $94 million of loans at M&T Bank’s commercial banking office in Ontario, Canada. The
remaining international loans were predominantly to domestic companies with foreign operations.
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Loans secured by real estate, including outstanding balances of home equity loans and lines of
credit which the Company classifies as consumer loans, represented approximately 59% of the loan
and lease portfolio during each of 2021 and 2020, compared with 63% in 2019. At December 31,
2021, the Company held approximately $35.4 billion of commercial real estate loans (including $425
million held for sale), $16.1 billion of consumer real estate loans secured by one-to-four family
residential properties (including $474 million of loans held for sale) and $3.6 billion of outstanding
balances of home equity loans and lines of credit, compared with $37.6 billion, $16.8 billion and $4.0
billion, respectively, at December 31, 2020. Included in commercial real estate loans at
December 31, 2021 and 2020 were construction loans of $9.3 billion and $10.0 billion, respectively,
including amounts due from builders and developers of residential real estate aggregating $1.4 billion
and $1.3 billion at December 31, 2021 and 2020, respectively. Commercial real estate loans included
loans held for sale totaling $425 million and $278 million at December 31, 2021 and 2020,
respectively. International loans included in commercial real estate loans totaled $74 million at
December 31, 2021 and $60 million at December 31, 2020.

Commercial real estate loans originated by the Company include both fixed and variable rate
instruments with monthly payments and a balloon payment of the remaining unpaid principal at
maturity. Maturity dates generally range from five to ten years and, for borrowers in good standing,
the terms of such loans may be extended by the customer following maturity at the then-current
market rate of interest. Adjustable-rate commercial real estate loans represented approximately 69%
of the commercial real estate loan portfolio at the 2021 year-end. Table 6 presents commercial real
estate loans by geographic area, type of collateral and size of the loans outstanding at December 31,
2021. New York City area commercial real estate loans totaled $8.2 billion at December 31, 2021.
The $7.1 billion of investor-owned commercial real estate loans in the New York City area were
largely secured by multifamily residential properties, retail space and office space. The Company’s
experience has been that office, retail and service-related properties tend to demonstrate more
volatile fluctuations in value through economic cycles and changing economic conditions than do
multifamily residential properties. Approximately 67% of the aggregate dollar amount of New York
City area loans were for loans with outstanding balances of $30 million or less, while loans of more
than $50 million made up approximately 18% of the total.

Commercial real estate loans secured by properties located in other parts of New York State,
Pennsylvania and the Mid-Atlantic area tend to have a greater diversity of collateral types and
include a significant amount of lending to customers who use the mortgaged property in their trade or
business (owner-occupied). Approximately 93% of the aggregate dollar amount of commercial real
estate loans in New York State secured by properties located outside of the New York City area were
for loans with outstanding balances of $30 million or less. Of the outstanding balances of commercial
real estate loans in Pennsylvania and the Mid-Atlantic area, approximately 81% and 77%,
respectively, were for loans with outstanding balances of $30 million or less.

Commercial real estate loans secured by properties located outside of Pennsylvania, the Mid-
Atlantic area and New York State comprised 22% of total commercial real estate loans as of
December 31, 2021.

Commercial real estate construction and development loans made to investors presented in
table 6 totaled $8.9 billion at December 31, 2021, or 10% of total loans and leases. Approximately
82% of those construction loans had adjustable interest rates. Included in such loans at the 2021 year-
end were $1.4 billion of loans to builders and developers of residential real estate properties. The
remainder of the commercial real estate construction loan portfolio was comprised of loans made for
various purposes, including the construction of office buildings, multifamily residential housing,
retail space and other commercial development.
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Table 6

COMMERCIAL REAL ESTATE LOANS, NET OF UNEARNED DISCOUNT

December 31, 2021
New York State
New York Penn- Mid- Percent of
City Other sylvania Atlantic(a) Other Total Total
(Dollars in millions)
Investor-owned
Permanent finance by property J
type
632 $ 409 $ 906 $ 912 $ 4327 12%
1,115 407 532 779 3913 1m_14
896 481 1,023 567 3,856 11
472 434 638 638 2,694 8_J
369 220 765 653 2,581 7
L. Industrial/Warehouse 213 217 265 .. 426 306 1,427 4__]
Other......... . 147 25 13 __ 0__ - _ 255 _ 1
[ Total permanent ........................ .. 4883 =~ 3726 2229 4360 __ . 3855__ 19,053 54"7‘1
Construction/Development
I__Commercial : 1
ConStrucCtion ..........c.ccoviivicennn 1,929 460 539 2,001 2,011 6,940 20%
I Land/Land development... 154 25 12 ___164 151 506 1]
Residential builder and developer
| Construction........ e 116 18 55 179 . 588 956 3]
Land/Land development 37 . 1 40 9% __ 266 450 1
Total construction/ _I
‘ development..............cccoevennne. 2236 ____ 514 646 2440 . 3016 _ . 8852 __ 25%
Total investor-owned..................ccc..o.. 7119 4240 2,875 6,800 6871 27905 79%
-Ownenoccupied by industry(b) : -_]
Other services.... 248 393 212 568 84 1,505 4%
Motor vehicle and recreational —j
| ___finance dealers..............cccceee 191 233 339 331 360 _ 1,454 4
Retail ....... 175 172 282 415 205 1,249 3
[ Health services .. 106 280 64 170 10 630 2_1
Wholesale 98 73 143 243 127 _ 684 2
[ ._Manufacturing -—........ccooovvvirs 102 204 92 135 35 568 2.}
Real estate investors . 57 88 78 216 38 477 1
146 _ 190 __ . 211 348 23 918 ___ 3_]
Total owner-occupled 1,123 — 1633 1421 2426 882 7485 21%
Total commercial real estate _$ 8242 % 5873 _ % 4296, _$ 9226 % 7753 . _.$35390__ 100"’/:;]
Percent oftotal .................. s 23%__ 17% 12% 26% 22% 100% __ _
Percent of dollars outstanding by
L size of loan — - -
Less than $1 million 14% _ _ _11% 10% 8% 9% .
$1.million to $5 million....... 25 21 18 11, 17 _“]
$5 million to $10 million. 21 18 15 12 16
$10 million to $30 million .. 33 33, 31 34 34 33 i
$30 million to $50 mitlion 15 4 18 16 21 15
$50 million to $100 million.... 15 — 1 4 7 .6 i
Greater than $100 million... 3__ 3 — 3 _ . 7 4
100% ____ 100% ____ 100%.____ 100% _  100% __ 100%.__ 1

(a) Includes Delaware, Maryland, New Jersey, Virginia, West Virginia and the District of Columbia.

) Includes $405 million of construction loans.
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M&T Realty Capital Corporation, a commercial real estate lending subsidiary of M&T Bank,
participates in the Delegated Underwriting and Servicing (“DUS”) program of Fannie Mae, pursuant
to which commercial real estate loans are originated in accordance with terms and conditions
specified by Fannie Mae and sold. Under this program, loans are sold with partial credit recourse to
M&T Realty Capital Corporation. The amount of recourse is generally limited to one-third of any
credit loss incurred by the purchaser on an individual loan, although in some cases the recourse
amount is less than one-third of the outstanding principal balance. The Company’s maximum credit
risk for recourse associated with sold commercial real estate loans was approximately $4.0 billion at
each of December 31, 2021 and 2020. There have been no material losses incurred as a resuit of
those recourse arrangements. At December 31, 2021 and 2020, commercial real estate loans serviced
by the Company for other investors were $23.7 billion and $22.2 billion, respectively. Reflected in
commercial real estate loans serviced for others were loans sub-serviced for others that had
outstanding balances of $3.5 billion and $3.3 billion at December 31, 2021 and 2020, respectively.

Real estate loans secured by one-to-four family residential properties were $16.1 billion at
December 31, 2021, including approximately 36% secured by properties located in New York State,
7% secured by properties located in Pennsylvania, 17% secured by properties in New Jersey and
17% secured by properties located in other Mid-Atlantic areas. Included in residential real estate
loans were loans repurchased by the Company from Ginnie Mae pools as previously described.
Those repurchased loans totaled $2.8 billion at December 31, 2021 and $2.7 billion at December 31,
2020. The Company’s portfolio of limited documentation residential real estate loans held for
investment totaled $1.3 billion at December 31, 2021, compared with $1.6 billion at December 31,
2020. That portfolio consisted predominantly of limited documentation loans acquired in a prior
business combination. Such loans represent loans that at origination typically included some form of
limited borrower documentation requirements as compared with more traditional residential real
estate loans. The acquired loans that were eligible for limited documentation processing were
available in amounts up to 65% of the lower of the appraised value or purchase price of the property.
Loans to individuals to finance the construction of one-to-four family residential properties totaled
$57 million at December 31, 2021 and $77 million at December 31, 2020, or approximately .1% of
total loans and leases at each of those dates. Information about the credit performance of the
Company’s residential real estate loans is included herein under the heading “Provision For Credit
Losses.”

Consumer loans comprised approximately 19% of total loans and leases at December 31, 2021
and 17% at December 31, 2020. Outstanding balances of recreational finance loans represented the
largest component of the consumer loan portfolio at December 31, 2021 and totaled $8.1 billion or
approximately 9% of total loans, up from $7.1 billion or 7% at December 31, 2020. That growth
reflects continued consumer demand for such loans. Home equity loans and lines of credit
outstanding at December 31, 2021 and December 31, 2020 were $3.6 billion and $4.0 billion,
respectively. Approximately 41% of home equity loans and lines of credit outstanding at
December 31, 2021 were secured by properties in New York State, 22% in Maryland, 21% in
Pennsylvania and 5% in New Jersey. Outstanding automobile loan balances rose to $4.7 billion at
December 31, 2021 from $4.1 billion at December 31, 2020. That increase also reflects continued
consumer demand for motor vehicles despite recent supply chain disruptions.

Table 7 presents the composition of the Company’s loan and lease portfolio at the end of 2021,
including outstanding balances to businesses and consumers in New York State, Pennsylvania, the
Mid-Atlantic area and other states.
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Table 7
LOANS AND LEASES, NET OF UNEARNED DISCOUNT

December 31, 2021
Percent of Dollars Qutstanding
Mid-Atlantic
New Penn- New
Outstandings York sylvania Maryland Jersey Other(a) Other
(In millions)

Real estate
[Residential ... oo S_16,074__36% ___1%_-__9%___17%___8% _ 23%]

Commercial ......c.oooviiiininn.. 35390 40 12 10 7 9 22
| Total real estate................ 51,464 _ 39%__ 10%__ 10%___ 10%___ 8 %, ﬁ{/;]
Commercial, financial, etc. ........... 22,471  34% 18% 13% 7% 8% 20%
Consumer , ]

Recreational finance................. 8,053 10% 6% 3% 4% 5% 72%
[__Home equity lines and loans .... 3,563__ 41 21 22 5 9 2

Automobile............ccceeveeuenn.n. 4,679 27 18 12 7 15 21
[__Other secured.or guaranteed....._____677__27 8 9 3 19 34 1

Other unsecured ........ocoocovnnnnee. 1,003 38 19 26 3 11 3
[ Total consumer.........o 17,975 _ 23%__13%___ 11%___4%__ 9%__ 40%)

Total loans ........ccooeven.e 91,910 _ 34%_ _ 13% 11% 8% 9%  25%

Commercial 16a5eS ..o 1,002 48%__ 14% _ 12%___ 6%___ 2% _ 18%]

Total loans and leases..... $ 92,912 2% ;3% 11% =8% =9% ﬁ%

(a) Includes Delaware, Virginia, West Virginia and the District of Columbia.

The investment securities portfolio averaged $6.4 billion in 2021, down from $8.2 billion and
$11.6 billion in 2020 and 2019, respectively. The decline in average balances of investment
securities in 2021 and 2020 was predominantly due to maturities and pay downs of mortgage-backed
securities and maturities of U.S. Treasury notes. During 2021 the Company purchased approximately
$1.6 billion of fixed rate residential mortgage-backed securities and approximately $680 million of
U.S. Treasury notes. There were no significant purchases of investment securities during 2020.
During 2019, the Company purchased $500 million of U.S. Treasury notes. Sales of investment
securities were not significant in 2021, 2020 or 2019. The Company routinely has increases and
decreases in its holdings of capital stock of the Federal Home Loan Bank (“FHLB”) of New York
and the FRB of New York. Those holdings are accounted for at cost and are adjusted based on the
amounts of outstanding borrowings and available lines of credit with those entities.

The investment securities portfolio is largely comprised of residential mortgage-backed
securities and shorter-term U.S. Treasury and federal agency notes. When purchasing investment
securities, the Company considers its liquidity position and its overall interest-rate risk profile as well
as the adequacy of expected returns relative to risks assumed, including prepayments. The Company
may occasionally sell investment securities as a result of changes in interest rates and spreads, actual
or anticipated prepayments, credit risk associated with a particular security, or as a result of
restructuring its investment securities portfolio in connection with a business combination. The
amounts of investment securities held by the Company are influenced by such factors as available
yield in comparison with alternative investments, demand for loans, which generally yield more than
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investment securities, ongoing repayments, the levels of deposits, and management of liquidity and
balance sheet size and resulting capital ratios.

Fair value changes in equity securities with readily determinable fair values are recognized in
the consolidated statement of income. Net unrealized losses on such equity securities were $21
million in 2021 and $9 million in 2020, compared with net unrealized gains of $18 million in 2019.
Those gains and losses were predominantly related to the Company’s holdings of Fannie Mae and
Freddie Mac preferred stock.

The Company regularly reviews its debt investment securities for declines in value below
amortized cost that might be indicative of credit-related losses. In light of such reviews, there were
no credit-related losses on debt investment securities recognized in 2021, 2020 or 2019. Based on
management’s assessment of future cash flows associated with individual investment securities as of
December 31, 2021, the Company did not expect to incur any material credit-related losses in its
portfolios of debt investment securities. A further discussion of fair values of investment securities is
included herein under the heading “Capital.” Additional information about the investment securities
portfolio is included in notes 3 and 21 of Notes to Financial Statements.

Other earning assets include interest-bearing balances at the FRB of New York and other banks,
trading account assets, federal funds sold and agreements to resell securities. Those other earning
assets in the aggregate averaged $36.0 billion in 2021, $18.1 billion in 2020 and $7.2 billion in 2019.
Interest-bearing deposits at banks averaged $35.8 billion in 2021, compared with $15.3 billion in
2020 and $6.8 billion in 2019. The amounts of interest-bearing deposits at banks at the respective
dates were predominantly comprised of deposits held at the FRB of New York. The levels of those
deposits often fluctuate due to changes in trust-related deposits of commercial entities, purchases or
maturities of investment securities, or borrowings to manage the Company’s liquidity. The higher
amount in 2021 as compared with 2020 and 2019 reflects increased commercial and consumer
deposit balances. Agreements to resell securities averaged $167 million, $2.7 billion, $327 million in
2021, 2020 and 2019, respectively. The higher average balance in 2020 reflects the temporary
investment by the Company of increased customer deposit levels.

Table 8
AVERAGE CORE DEPOSITS
Percent Increase
(Decrease) from
2020 to 2019 to
2021 2021 2020
(In millions)

Savings and interest-checking deposits ..........ccccecvvevvccnvncencniiiccnnen. $ 67,048 12 % 15 %
THME AEPOSILS. ....vveeeveoveereeseessesesesseeseseesssesssseesseresssseesssssasesssessaesessness 2,861 . (33) 18y !
Noninterest-bearing deposits ..........ccccoeeereee. e e 55,666 34 35
TOAL oottt ettt st ettt eater e she o $ 125,575 19 % 20 %

The most significant source of funding for the Company is core deposits. The Company
considers noninterest-bearing deposits, interest-bearing transaction accounts, savings deposits and
time deposits of $250,000 or less as core deposits. The Company’s branch network is its principal
source of core deposits, which generally carry lower interest rates than wholesale funds of
comparable maturities. Average core deposits were $125.6 billion in 2021, compared with $105.7
billion in 2020 and $87.9 billion in 2019. Average balances of savings and interest-checking core
deposits rose $7.3 billion or 12% in 2021 to $67.0 billion from $59.8 billion in 2020. Average
noninterest-bearing deposits increased $14.0 billion or 34% to $55.7 billion in 2021 from $41.7
billion in 2020. A continuance of the trend observed in 2020, those increases were largely due to
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higher average deposits of commercial and consumer customers. Average core deposits in 2020 were
up 20% as compared with 2019. Average savings and interest-checking core deposit balances rose
$7.9 billion or 15% in 2020 from $51.9 billion in 2019. Average noninterest-bearing deposits in
2020 increased $10.9 billion or 35% from $30.8 million in 2019. Funding provided by core deposits
represented 90% of average earning assets in 2021, compared with 86% in 2020 and 81% in 2019.
Table 8 summarizes average core deposits in 2021 and percentage changes in the components of such
deposits over the past two years. Core deposits totaled $128.0 billion and $114.2 billion at

December 31, 2021 and 2020, respectively.

Table 9
AVERAGE DEPOSITS
Commercial
Retail Trust and Other Total
(In millions)

2021
Savings and interest-checking deposits ..........cccccceevurrennns ..$.33964__$_6,021__%___ 30,894__%_70,879]

3,062 25 176 3,263

8,379 10,529 36,758 55,666 |

— — 181 181

"$ 454058 16,5758 68,009 $129,989 ]

2020

Savings and interest-checking depoSits ...........o.coeveevereerrrreennee .$.29,072 ___$___5,631___$____28,887___$_63,59Z)-_|
Time dePOSILS.....eevuveriiereiieeeiitet e s 4,657 50 253 4,960
Noninterest-bearing deposits .........ccoovverivriiiiieiiinicneniens 6,572 5,406 29,705___ 41 ,g§§j
Qgposits at Cayman Islands office.........ccccvniiniiiiia - - 1,117 1,117
Total.....ccooeeerereen, e bbb _$40,301,__% 11,087 __% 59,962_$111,350]
2019

Savings and interest-checking deposits ..........cccccorvininceinenns _$d26,81,4__-_$_6,453____$__~21,343____$_551,610_]
THME EPOSIES. ...ovveceeveetierirsases e reemseenseetenereerseanasorsreressasnsns 5,739 46 524 6,309
Noninterest-bearing deposits ......ccccccevvvviiinniiiniineneinens 5,352 4,219 21,192 _ 30,763
Deposits at Cayman Islands office.. ... — . - 1,367 1,367
TTOMAL oo e "$ 37905 _$ 10,718 $ 44426 $ 93,049 ]

The Company also receives funding from other deposit sources, including branch-related time
deposits over $250,000, brokered deposits and, prior to June 30, 2021, deposits associated with the
Company’s Cayman Islands office. Time deposits over $250,000 averaged $402 million in 2021,
$683 million in 2020 and $956 million in 2019. The decline in such deposits from 2019 through 2021
was predominantly the result of maturities of time deposits and, due to the low interest rate
environment, a reduced demand from customers for time deposit products. Cayman Islands office
deposits averaged $181 million in 2021, $1.1 billion in 2020 and $1.4 billion in 2019. Those deposits
consisted predominantly of balances swept from lower-yielding commercial customer accounts.
During the second quarter of 2021, the Company introduced a new interest-bearing sweep product
(included in savings and interest-bearing deposits) that replaced the Eurodollar sweep product
previously recorded as Cayman Islands office deposits. As a result, there were no outstanding
deposits at the Cayman Islands office as of December 31, 2021 and the office is closed. The
Company had brokered savings and interest-bearing transaction accounts that averaged $3.8 biilion
in each of 2021 and 2020, compared with $2.7 billion in 2019. Brokered time deposits were not a
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significant source of funding in any of the three years discussed herein. Additional brokered deposits
may be added in the future depending on market conditions, including demand by customers and
other investors for those deposits, and the cost of funds available from alternative sources at the time.
Time deposits over $250,000 were $345 million and $454 million at December 31, 2021 and 2020,
respectively. Total uninsured deposits were estimated to be $69.1 billion at December 31, 2021.

The Company also uses borrowings from banks, the FHLB of New York, the FRB of New York
and others as sources of funding. Short-term borrowings represent arrangements that at the time they
were entered into had a contractual maturity of one year or less. Average short-term borrowings were
$68 million in 2021, $62 million in 2020 and $1.1 billion in 2019.

Long-term borrowings averaged $3.5 billion in 2021, $5.8 billion in 2020 and $7.7 billion in
2019. Average balances of outstanding senior notes were $2.4 billion in 2021, compared with $3.8
billion and $5.3 billion in 2020 and 2019, respectively. Unsecured senior notes totaled $2.4 billion
and $2.8 billion at December 31, 2021 and 2020, respectively. In January 2021, $350 million of
variable rate senior notes of M&T Bank matured. During 2020, M&T Bank redeemed $2.1 billion of
fixed rate senior notes that were within thirty days of scheduled maturity and, thereby, eligible for
redemption. Also included in average long-term borrowings were amounts borrowed from FHLBs of
$2 million in 2021 and 2020, compared with $241 million in 2019 and subordinated capital notes of
$581 million in 2021, compared with $1.4 billion in each of 2020 and 2019. In March 2021, M&T
Bank redeemed $500 million of subordinated capital notes that were due to mature on December 1,
2021 and during December 2020, $409 million of subordinated capital notes of M&T Bank matured.
Junior subordinated debentures associated with trust preferred securities that were included in
average long-term borrowings were $530 million in 2021, $527 million in 2020 and $524 million in
2019. Additional information regarding long-term borrowings, including information regarding
contractual maturities of such borrowings, is provided in note 9 of Notes to Financial Statements.

The Company has utilized interest rate swap agreements to modify the repricing characteristics
of certain components of its loans and long-term debt. As of December 31, 2021, interest rate swap
agreements were used as fair value hedges of approximately $1.65 billion of outstanding fixed rate
long-term borrowings. Additionally, interest rate swap agreements with a notional amount of $13.35
billion were used as cash flow hedges of interest payments associated with variable rate commercial
real estate loans. Further information on interest rate swap agreements is provided herein and in note
19 of Notes to Financial Statements.

Changes in the composition of the Company’s earning assets and interest-bearing liabilities, as
discussed herein, as well as changes in interest rates and spreads, can impact net interest income. Net
interest spread, or the difference between the taxable-equivalent yield on earning assets and the rate
paid on interest-bearing liabilities, was 2.70% in 2021, compared with 3.00% in 2020 and 3.48% in
2019. The yield on the Company’s earning assets decreased 59 basis points to 2.84% in 2021 from
3.43% in 2020 and the rate paid on interest-bearing liabilities decreased 29 basis points to .14% in
2021 from .43% in 2020. During 2019, the yield on earning assets was 4.53% and the rate paid on
interest-bearing liabilities was 1.05%. The lower net interest spreads in 2021 and 2020 as compared
with 2019 also reflect the effect of decreases in short-term interest rates initiated by the Federal
Reserve and the impact of a higher proportion of low-yielding balances at the FRB of New York to
total average earning assets. While those low-yielding balances add to net interest income, they have
the effect of reducing the yield on total average earning assets and, as a result, the net interest spread.

Net interest-free funds consist largely of noninterest-bearing demand deposits and shareholders’
equity, partially offset by bank owned life insurance and non-earning assets, including goodwill and
core deposit and other intangible assets. Net interest-free funds averaged $61.1 billion in 2021, $47.3
billion in 2020 and $37.2 billion in 2019. The increase in net interest-free funds in 2021 and in 2020
reflects higher average balances of noninterest-bearing deposits. Those deposits averaged $55.7
billion in 2021, $41.7 billion in 2020 and $30.8 billion in 2019. The increase in such balances since
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2019 was largely due to higher levels of deposits of commercial customers. Shareholders’ equity
averaged $16.9 billion, $16.0 billion and $15.7 billion in 2021, 2020 and 2019, respectively.
Goodwill and core deposit and other intangible assets averaged $4.6 billion in each of 2021, 2020
and 2019. The cash surrender value of bank owned life insurance averaged $1.86 billion in 2021,
$1.84 billion in 2020 and $1.81 billion in 2019. Increases in the cash surrender value of bank owned
life insurance are not included in interest income, but rather are recorded in “other revenues from
operations.” The contribution of net interest-free funds to net interest margin was .06% in 2021, .16%
in 2020 and .36% in 2019. The reduced contribution of net interest-free funds to net interest margin
in 2021 and 2020 reflects the lower rates on interest-bearing liabilities used to value net interest-free
funds.

Reflecting the changes to the net interest spread and the contribution of net interest-free funds
as described herein, the Company’s net interest margin was 2.76% in 2021, 3.16% in 2020 and
3.84% in 2019. Future changes in market interest rates or spreads, as well as changes in the
composition of the Company’s portfolios of earning assets and interest-bearing liabilities that result
in reductions in spreads, could adversely impact the Company’s net interest income and net interest
margin.

Management assesses the potential impact of future changes in interest rates and spreads by
projecting net interest income under several interest rate scenarios. In managing interest rate risk, the
Company has utilized interest rate swap agreements to modify the repricing characteristics of certain
portions of its earning assets and interest-bearing liabilities. Periodic settlement amounts arising from
these agreements are reflected in either the yields on earning assets or the rates paid on interest-
bearing liabilities. The notional amount of interest rate swap agreements entered into for interest rate
risk management purposes was $15.0 billion (excluding $8.4 billion of forward-starting swap
agreements) at December 31, 2021, $19.0 billion (excluding $32.1 billion of forward-starting swap
agreements) at December 31, 2020 and $17.2 billion (excluding $40.4 billion of forward-starting
swap agreements) at December 31, 2019. Under the terms of those interest rate swap agreements, the
Company received payments based on the outstanding notional amount at fixed rates and made
payments at variable rates. At December 31, 2021, interest rate swap agreements with notional
amounts of $13.35 billion were serving as cash flow hedges of interest payments associated with
variable rate commercial real estate loans, compared with $17.35 billion at December 31, 2020 and
$13.35 billion at December 31, 2019. Interest rate swap agreements with notional amounts of $1.65
billion at each of December 31, 2021 and 2020, and $3.80 billion at December 31, 2019 were serving
as fair value hedges of fixed rate long-term borrowings. The Company has entered into the forward-
starting interest rate swap agreements predominantly to extend the term of its interest rate swap
agreements serving as cash flow hedges, and provide a hedge against changing interest rates on
certain of its variable rate loans.

In a fair value hedge, the fair value of the derivative (the interest rate swap agreement) and
changes in the fair value of the hedged item are recorded in the Company’s consolidated balance
sheet with the corresponding gain or loss recognized in current earnings. The difference between
changes in the fair value of the interest rate swap agreements and the hedged items represents hedge
ineffectiveness and is recorded as an adjustment to the interest income or interest expense of the
respective hedged item. The amounts of hedge ineffectiveness recognized in 2021, 2020 and 2019
were not material to the Company’s consolidated results of operations. In a cash flow hedge, the
derivative’s gain or loss is initially reported as a component of other comprehensive income and
subsequently reclassified into earnings when the forecasted transaction affects earnings. Information
regarding cash flow hedges is presented in note 16 of Notes to Financial Statements. Information
regarding the fair value of interest rate swap agreements and hedge ineffectiveness is presented in
note 19 of Notes to Financial Statements. The changes in the fair values of the interest rate swap
agreements and the hedged items primarily result from the effects of changing interest rates and
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spreads. The average notional amounts of interest rate swap agreements entered into for interest rate
risk management purposes, the related effect on net interest income and margin, and the weighted-
average interest rates paid or received on those swap agreements are presented in table 10.

Table 10
INTEREST RATE SWAP AGREEMENTS
Year Ended December 31
2021 2020 2019
Amount Rate(a) Amount Rate(a) Amount Rate(a)
i (Dollars in thousands)
Increase (decrease) in: )
Interest inCOME..........cceeeveeerenerianen. $ 252,397 A8 %S 271,971 22 %% 13,011 .01 %
[ __Interest eXpense........ccoevverrerererserenaens _ (34,810)_ _ (.03)_. (40,145)_ (.05)_ 15,136 .02_}
Net interest income/margin................. $ 287,207 _ .20 _°{?$ 312,116 .25 f{g$ (2,125) _  —%
IAverage notional amount (C) .......ceceveeenne _$18,282,192 $16,985,246 $16,248,356
Rate received (b)......ooooeriiniiiiiin 1.75 % 2.51 % 2.40%
Rate paid (b) ...cooecireeeeneiiiinineeennene .18 % .67 % 2.42%

(a) Computed as a percentage of average earning assets or interest-bearing liabilities.

(b) Weighted-average rate paid or received on interest rate swap agreements in effect during the
year.

(¢) Excludes forward-starting interest rate swap agreements not in effect during the year.

Provision for Credit Losses

As described in note 5 of Notes to Financial Statements, effective January 1, 2020 the Company
adopted amended accounting guidance for the measurement of credit losses on financial instruments.
That guidance requires an allowance for credit losses to be deducted from the amortized cost basis of
financial assets to present the net carrying value that is expected to be collected over the contractual
term of the assets considering relevant information about past events, current conditions, and
reasonable and supportable forecasts that affect the collectability of the reported amount. The
guidance replaced the previous incurred loss model for determining the allowance for credit losses.
The adoption of the amended guidance resulted in a $132 million increase in the allowance for credit
losses at January 1, 2020. Increases in the allowance for residential real estate loans and consumer
loans, reflecting the longer-dated maturities of such portfolios, were offset somewhat by net
decreases in the allowance for commercial loans resulting from lower loss estimates on demand loan
products due to the assumption that the Company could require full repayment of such loans in the
near-term. Table 11 depicts the changes in the allowance for credit losses by loan category resulting
from the adoption of the amended guidance. '
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Table 11

IMPACT OF ADOPTION OF AMENDED ACCOUNTING GUIDANCE ON
ALLOWANCE FOR CREDIT LOSSES

Balance Impact of Adoption Balance
December 31, 2019 Increase (Decrease) January 1, 2020
(In thousands)

Commercial, financial, leasing, étc................... .. $ 366,094 _$ .. (61,474)_% 304,620 |
Commercial real estate.................c...co.ooverreerrrenen, 322,201 23,656 345,857
Residential real estate ..........cc..coooovevenne N 56,033 53,896 109,929 |
CONSUMET ....veveirrieecnieeeeeeereesesnenerensoseesesssneesss 229,118 194,004 423,122
Unallocated ..........coorverrerrreerrnenns R e 77,625 __ ' (77,625) —]
TOLAL ..o $ 1,051,071 $ 132,457 $ 1,183,528

The amended guidance requires estimated credit losses on loans acquired at a discount to be
reflected in the allowance for credit losses. Previously, such losses were netted in the carrying value
of the loans unless there was an increased loss expectation subsequent to their acquisition. The gross-
up of the estimated losses on loans acquired at a discount that was previously not recognized in the
allowance for credit losses was $18 million on January 1, 2020. Prior to January 1, 2020, the
Company generally recognized interest income on loans acquired at a discount regardless of the
borrowers’ repayment status. Effective with the adoption of the accounting guidance, the Company’s
nonaccrual loan policy applied to loans acquired at a discount. Loans acquired at a discount at
December 31, 2019 included $171 million of loans that, effective with the adoption of the guidance,
were classified as non-accrual loans on January 1, 2020.

A provision for credit losses is recorded to adjust the level of the allowance to reflect
expected credit losses that are based on economic forecasts as of each reporting date. A provision for
credit loss recapture of $75 million was recorded in 2021, compared with provisions for credit losses
of $800 million in 2020 and $176 million in 2019. As noted earlier, the recapture in 2021 and the
significant increase in the provision in 2020 as compared with 2019 follows the adoption of
accounting guidance on January 1, 2020 and reflects economic assumptions and projections that
considered the macroeconomic outlook associated with the COVID-19 pandemic and subsequent
recovery. The Company’s estimates of expected losses reflect the ongoing impacts of the pandemic
on economic activity, generally, and concerns about commercial real estate values and the ultimate
collectability of real estate loans for which borrowers had previously received forbearance as a result
of the pandemic. Net charge-offs of loans were $192 million in 2021, $247 million in 2020 and $144
million in 2019. Net charge-offs as a percentage of average loans and leases outstanding were .20%
in 2021, compared with .26% in 2020 and .16% in 2019. A summary of the Company’s loan charge-
offs, provision and allowance for credit losses is presented in table 12 and in note 5 of Notes to
Financial Statements.
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Table 12
LOAN CHARGE-OFFS, PROVISION AND ALLOWANCE FOR CREDIT LOSSES

2021 2020 2019 2018 2017
(Dollars in thousands)
"Allowance for credit losses beginning
[_balance ................................................ ..$1,736,387__$1,051,071 __$1,019,444 _$1,01 7,198~$_9.8§,99J_J
Adoptlon of new accountmg standard .. — 132,457 — — ) —
Charge-offs during year_____ |
Commercnal financial,
leasing, €tC. ......ooooviiiiei 122,651 135,083 58,244 60,414 64,941
j Commercial real estate........... e .. 101,306 35,891 12,664 12,286 7,93‘1_]
Resndentlal real estate....................... 10,904 10,283 12,711 15,345 20,799
[ Consumer........cccccovscesesninne 103,293 152250 154,089 143,196 130,927 _|
Total charge- offs ......................... 338,154 _ 333,507 237,708 _ 231,241 _ 224,598

Recoveries during year
Commercial, financial,

leasing, etC. .....c.occeoeeeiineceiennenen, 41,082 15,765 24,58'1 27,903 21,196
{__Commercial real estate .................. . 30,651 4550 3936 __ 21,037_ __ 12,582_]

__Residential real estate.................... 8,857 7,116 8,204 _6,664 8,983
E:Consumer .......................................... ) 65,403 58,935 _ 56,614 45,883 _ 42,038 |

. Total recoveries........................... 145,993 86,366 93,335 101,487 84,799
Net charge-offs ........cooovvoovvverrecererre. 192,161 247,141 ____144373 ___ 129,754 ___ 139,799 |

Provision for credit losses................... __(75,000) _ 800,000 _ 176,000 _ 132,000 _ 168,000
PAllowance for credit losses ending

Lbalance.._. ............ eereereeersenneneneneenees 91,469,226 $1,736,387 _ $1,051,071 _ $1,019,444  $1,017,198
Net charge-offs as a percent of: ] e
[— Provnslon for credit 10SS€S................ NM(a) 30.89% 82.03% 98.30% 83 21%
Average loans and leases, net of
unearned discount...................o..o... 20% 26% 16% 15% 16%
fAllowance for credit losses as a percent
I_ ofi __
Loans and Ieases net of unearned
discount, at year-end...................... 1.58% 1.76%  1.16%_ 1.15% 1.16%
E—Nonaccrual loans, at year-end ........... o T132%_ _91.71%____109.13% 114.08% 115.25%

(a)  Not meaningful

Nonaccrual loans aggregated $2.06 billion at December 31, 2021, compared with $1.89 billion
and $963 million at December 31, 2020 and 2019, respectively. As a percentage of total loans and
leases outstanding, nonaccrual loans represented 2.22% at December 31, 2021, compared with 1.92%
and 1.06% at December 31, 2020 and 2019, respectively. The higher level of nonaccrual loans at
December 31, 2021 as compared with December 31, 2020 reflects the continuing impact of the
pandemic on borrowers’ ability to make contractual payments on their loans, most notably loans in
the hospitality sector. The higher level at December 31, 2020 as compared with December 31, 2019
reflects the addition in 2020 of $530 million of loans associated with hotels as well as other additions
that, in general, resulted from the economic conditions in 2020. A summary of nonperforming assets
and certain past due, renegotiated and impaired loan data and credit quality ratlos is presented in
table 13.
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Table 13

NONPERFORMING ASSET AND PAST DUE, RENEGOTIATED AND IMPAIRED LOAN DATA

December 31 2021 2020

2019 2018 2017

(Dollars in thousands)

Nonaccrual J0ans ..........oceveiiiiiinniniiie s $2,060,083 1,893,299 963,112 893,608 882,598
Real estate and other foreclosed assets............oovennne. : 33,901 _ '-371,668 85646 78375 111910 _
Total nonperforming assets............ccccoooeviiniiineninnnn.ns $2,083,984 1,927,967 1,048,758 971 983 994,508
FAccruing loans past due 90 days or more(a).................$ 963,399 _ 859,208 _ 518,728 222,527 _ 244,405 ]
Government guaranteed loans included in totals
above:

L Nonaccrual 10ans..........cc..eerverveemreenrinsrerisseessensnens $_ 51,429 48820 ___ 50,891__ 34,667 __ 35,677_1

Accruing loans past due 90 days or more(a)........... 927,788 _ 798,121 479,829 192,443 235,489
-[Ren,egotiat,jcd‘l_oans ....................................................... .$ 230,408 _ 238,994 234,424 _ 245,367 _ 221,513

Acquired accruing loans past due 90 days

OF MOTE(D) oo N/A _ N/A 39,632 39,750 47418
rI_’Ilrchased impaired loans(c): ’

Qutstanding customer balance ............cocvevvveninnee, N/A N/A 415,413 529,520 688,091
__Carrying amount............cce...... e reeeeee e N/A _ N/A _ 227,545 _ 303,305 _ 410,015 _]
Nonaccrual loans to total loans and leases, net of o : :
Luneamed dISCOUNL ...ttt 2.22% 1.92% . 1.06%__ 1.01%___1.00%
Nonperforming assets to total net loans and leases

and real estate and other foreclosed assets................. ) 2.24% 1.96% 1.15% 1.10% 1.13%
fAccruing loans past due 90 days or more(a) to total
Lloan_s'an.d_ leases, net of unearned discount .......... oo 1.04% .87% 57% 25% 28%

(a)  Predominantly residential real estate loans. Prior to 2020, excludes loans acquired at a discount.
(b)  Prior to 2020, loans acquired at a discount that were recorded at fair value at acquisition date. This category

does not include purchased impaired loans that are presented separately.

(c)  Prior to 2020, accruing loans acquired at a discount that were impaired at acquisition date and recorded at

fair value.

Accruing loans past due 90 days or more were $963 million or 1.04% of total loans and leases
at December 31, 2021 and $859 million or .87% at December 31, 2020. Accruing loans past due 90
days or more (excluding loans acquired at a discount) were $519 million or .57% at December 31,
2019. Accruing loans past due 90 days or more included loans guaranteed by government-related
entities of $928 million, $798 million and $480 million at December 31, 2021, 2020 and 2019,
respectively. Guaranteed loans included one-to-four family residential mortgage loans serviced by
the Company that were repurchased to reduce associated servicing costs, including a requirement to
advance principal and interest payments that had not been received from individual mortgagors.
Despite the loans being purchased by the Company, the insurance or guarantee by the applicable
government-related entity remains in force. The outstanding principal balances of the repurchased
loans included in the amounts noted above that are guaranteed by government-related entities totaled
$889 million at December 31, 2021, $764 million at December 31, 2020 and $452 million at
December 31, 2019. The increase in such loans as compared with December 31, 2019 reflects loans
repurchased during 2021 and 2020. The remaining accruing loans past due 90 days or more not
guaranteed by government-related entities were loans considered to be with creditworthy borrowers
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that were in the process of collection or renewal. In addition to the past due loans, the Company also
has $974 million of government-guaranteed residential mortgage loans as of December 31, 2021 that
are not considered delinquent because the borrower has requested and received a COVID-19 related
payment deferral. In general, those loans were also repurchased to reduce associated servicing costs
as described above and also remain covered by the insurance or guarantee of the applicable
government-related entity, but are not considered to be past due in accordance with the accounting
treatment afforded under the CARES Act and related regulatory and financial accounting guidance as
described below and in note 1 of Notes to Financial Statements.

Loans that were 30-89 days past due were $846 million at December 31, 2021, compared with
$662 million at December 31, 2020 and $1.2 billion at December 31, 2019. Loans that are still
subject to a COVID-19 related payment deferral are classified as current in accordance with
regulatory guidance and, as a result, did not contribute to incremental additions to loans categorized
as 30-89 days past due. COVID-19 related modified loans that exit the deferral period and
subsequently fail to make contractual payments in accordance with the modified terms are reported
in the applicable delinquency classification per M&T Bank’s credit policy. Information about
delinquent loans at December 31, 2021 and 2020 is included in note 4 of Notes to Financial
Statements.

Prior to the adoption of the new accounting standard on January 1, 2020, the Company reported
purchased impaired loans. Those loans were impaired at the date of acquisition, were recorded at
estimated fair value and were generally delinquent in payments, but, in accordance with GAAP, the
Company continued to accrue interest income on such loans based on the estimated expected cash
flows associated with the loans. The amended accounting guidance requires estimated credit losses
on loans acquired at a discount to now be reflected in the allowance for credit losses and effective
with the adoption of the guidance, the Company’s nonaccrual loan policy applies to such loans. The
carrying amount of purchased impaired loans was $228 million at December 31, 2019.

The direct and indirect effects of the COVID-19 pandemic resulted in a dramatic reduction in
2020 in economic activity that severely hampered the ability of some businesses and consumers to
meet their repayment obligations. The CARES Act, in addition to providing financial assistance to
both businesses and consumers, created a forbearance program for federally-backed mortgage loans,
protected borrowers from negative credit reporting due to loan accommodations related to the
pandemic, and provided financial institutions the option to temporarily suspend certain requirements
under GAAP related to troubled debt restructurings for a limited period of time to account for the
effects of COVID-19. The banking regulatory agencies likewise issued guidance encouraging
financial institutions to work prudently with borrowers who are, or may be, unable to meet their
contractual payment obligations because of the effects of COVID-19. That guidance, with
concurrence of the Financial Accounting Standards Board and provisions of the CARES Act,
allowed modifications made on a good faith basis in response to COVID-19 to borrowers who were
generally current with their payments prior to any relief, to not be treated as delinquent or as troubled
debt restructurings. Modifications included payment deferrals (including extensions of maturity
dates), covenant waivers and fee waivers. The Company worked with its customers affected by
COVID-19 and granted modifications across many of its loan portfolios. To the extent that such
modifications met the criteria previously described, such modifications have not been classified as
delinquent or as troubled debt restructurings. A summary of loans for which COVID-19
forbearances are still in effect and which are not considered past due is included in note 4 of Notes to
the Financial Statements.

The Company also modified the terms of select loans in an effort to assist borrowers that were
not related to the COVID-19 pandemic. If the borrower was experiencing financial difficulty and a
concession was granted, the Company considered such modifications as troubled debt restructurings.
Loan modifications included such actions as the extension of loan maturity dates and the lowering of
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interest rates and monthly payments. The objective of the modifications was to increase loan
repayments by customers and thereby reduce net charge-offs. Information about modifications of
loans that are considered troubled debt restructurings is included in note 4 of Notes to Financial
Statements.

Residential real estate loans modified under specified loss mitigation programs prescribed by
government guarantors that were not related to the COVID-19 pandemic have not been included in
renegotiated loans because the loan guarantee remains in full force and, accordingly, the Company
has not granted a concession with respect to the ultimate collection of the original loan balance. Such
loans totaled $425 million and $342 million at December 31, 2021 and December 31, 2020,
respectively.

Charge-offs of commercial loans and leases, net of recoveries, aggregated $82 million in 2021,
$119 million in 2020 and $34 million in 2019. As a percentage of average commercial loans, those
net charge-offs were .32%, .43%, and .14% in 2021, 2020 and 2019, respectively. Commercial loans
and leases in nonaccrual status were $221 million at December 31, 2021, $307 million at
December 31, 2020 and $347 million at December 31, 2019. Net charge-offs of commercial real
estate loans totaled $71 million during 2021, compared with $31 million during 2020 and $9 million
in 2019 or .19% in 2021, .08% in 2020 and .03% in 2019 of average commercial real estate loans.
The higher levels of net charge-offs in 2021 and 2020 of commercial loans and commercial real
estate loans reflect the impact of the pandemic on borrowers’ abilities to repay loans. In the
commercial real estate portfolio, those charged-off loans were mostly associated with the retail,
office building and hospitality sectors. Commercial real estate loans classified as nonaccrual were
$1.2 billion at December 31, 2021, $891 million at December 31, 2020 and $195 million at
December 31, 2019. Nonaccrual commercial real estate loans included construction-related loans of
$114 million, $115 million and $37 million at the end of 2021, 2020 and 2019, respectively. The
increase in commercial real estate loans in nonaccrual status since December 31, 2019 was largely
reflective of loans in the hospitality sector. Hotel-related commercial real estate loans (including
construction) in nonaccrual status at December 31, 2021 and 2020 were $696 million and $607
million, respectively.

Net charge-offs of residential real estate loans were $2 million in 2021, $3 million in 2020 and
$5 million in 2019 representing .01% of average residential real estate loans in 2021, compared with
.02% in 2020 and .03% in 2019. Residential real estate loans in nonaccrual status at December 31,
2021 were $479 million, compared with $513 million and $319 million at December 31, 2020 and
2019, respectively. Nonaccrual limited documentation first mortgage loans aggregated $123 million
at December 31, 2021, compared with $147 million and $83 million at December 31, 2020 and 2019,
respectively. Limited documentation first mortgage loans represent loans secured by residential real
estate that at origination typically included some form of limited borrower documentation
requirements as compared with more traditional loans. The Company no longer originates limited
documentation loans. Residential real estate loans past due 90 days or more and accruing interest
(excluding loans acquired at a discount prior to 2020) totaled $920 million at December 31, 2021,
$793 million at December 31, 2020 and $487 million at December 31, 2019. A substantial portion of
such amounts related to guaranteed loans repurchased from government-related entities, including
the previously noted higher level of repurchases of loans associated with the Company’s loan
servicing portfolio. However, loans that have been granted forbearances related to COVID-19 that
are still in effect are not considered to be past due in accordance with the previously noted regulatory
guidance and provisions of the CARES Act. Information about the location of nonaccrual and
charged-off residential real estate loans as of and for the year ended December 31, 2021 is presented
in table 14.
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Table 14

SELECTED RESIDENTIAL REAL ESTATE-RELATED LOAN DATA

Residential mortgages:

New Jersey ...
Other Mid-Atlantic (a)

Pennsylvania
Maryland ....
New Jersey ....
Other Mid-Atlantic (@)............coocevvveierireerriee e

Limited documentation first mortgages:
New York
Pennsylvania..
Maryland
New Jersey
Other Mid-Atlantic (a).
Other...

First lien home equity loans and lines of credit:
New York
Pennsylvania..........cccoeeiriiinininicecciec
Maryland ...
New Jersey ..............
Other Mid-Atlantic (a).

Pennsylvania...........ccc.oooierinriminenseneece e
Maryland ...
New Jersey ...
Other Mid-Atlantic (a).

Limited documentation junior lien:

NEW YOTK ..ottt
Pennsylvania..
Maryland ...
New Jersey ....

(a)

Year Ended
December 31, 2021 December 31, 2021
Net Charge-offs
Nonaccrual (Recoveries)
Percent of
Percent of Average
Outstanding Outstanding Outstanding
Balances Balances Balances Balances Balances
(Dollars in thousands)
$ 5198808 $ 136,280 262% $ 1312 03%
1,036,187 13,670 1.32 465 .04
1,434 464 15,996 1.12 600 .04
2,279,024 91,744 403 (60) —
1,202,368 21,645 1.80 a9) —
3,602,456 76,149 2.11 583 .02
$14,753307 $ 355484 241% $§ 23881 .02%
$ 19292 § 146 6% $ —_ —%
5,727 228 398 — .
7,466 — . e —
10,017 — —_ —_ —
11,019 — —_ —_ —
3,543 — — o —
$ 57,064 $ 374 66% $ — —%
$ 579421 $ 54,636 943% $ 53 01%
23,098 3,471 15.03 21 .07
13,880 1,970 14.19 @27 (.16)
467,010 37,523 8.03 - .
11,681 1,393 11.93 (2) (.02)
168,984 23,895 14.14 (879) (45)
$ 1264074 $ 122,888 9.72% $  (834) _(.06%)
$ 910,565 $ 16,600 182% $ 372 .04%
550,228 9,372 1.70 428 .07
447,690 9,358 2.09 305 .07
64,951 621 .96 (1) (.02)
160,577 2,610 1.63 25 .01
23,459 1,228 5.23 41 A5
$ 2157470 $ 39,789 1.84% $ 1,160 .05%
$ 553611 $ 13,676 247% $  (595) (.10%)
189,189 2,616 138 (599) (30)
350,891 9,388 2.68 (1,222) (.32)
95,785 1,105 1.15 (1,485) (1.59)
173,894 3271 1.88 59 .03
39,047 459 1.18 (416) (1.04)
$ 1,402417 § 30,515 2.18% $ (4,258) (.29%)
$ 372§ 21 565% $ () (1.85%)
149 24 16.11 10 6.08
515 25 4.85 1) (16)
115 — — — —
248 32 12.90 — .
1,305 82 6.28 (182) (9.56)
$ 2,704 § 184 680% $ (180) (4.95%)

Includes Delaware, Virginia, West Virginia and the District of Columbia.
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Net charge-offs of consumer loans aggregated $38 million in 2021, compared with $93 million
in 2020 and $97 million in 2019. As a percentage of average consumer loans those net charge-offs
were .22% in 2021, .59% in 2020 and .67% in 2019. Included in net charge-offs of consumer loans
were: net recoveries of automobile loans of $2 million in 2021, compared with net charge-offs of $22
million in 2020 and $24 million in 2019; recreational finance loan net charge-offs of $13 million, $27
million and $26 million during 2021, 2020 and 2019, respectively; and net recoveries of home equity
loans and lines of credit secured by one-to-four family residential properties of $3 million in 2021,
compared with net charge-offs of $3 million in 2020 and $6 million in 2019. The reduced level of net
charge-offs of consumer loans in 2021 reflects the improving economy, in general, and the level of
prices associated with motor vehicles, recreational vehicles and residential real estate. Nonaccrual
consumer loans were $177 million at December 31, 2021, compared with $183 million and $102
million at December 31, 2020 and 2019, respectively. Included in nonaccrual consumer loans at the
2021, 2020 and 2019 year-ends were: automobile loans of $34 million, $39 million and $21 million,
respectively; recreational finance loans of $28 million, $26 million and $14 million, respectively; and
outstanding balances of home equity loans and lines of credit of $70 million, $79 million and $63
million, respectively. Information about the location of nonaccrual and charged-off home equity
loans and lines of credit as of and for the year ended December 31, 2021 is presented in table 14.
Information about past due and nonaccrual loans as of December 31, 2021 and 2020 is also included
in note 5 of Notes to Financial Statements.

Real estate and other foreclosed assets totaled $24 million at December 31, 2021, compared
with $35 million at December 31, 2020 and $86 million at December 31, 2019. The decline in 2020
and 2021 is largely reflective of foreclosure moratoriums imposed by government authorities in
numerous jurisdictions. Net gains or losses associated with real estate and other foreclosed assets
were not material in 2021, 2020 or 2019. At December 31, 2021, foreclosed assets are comprised
entirely of the Company’s holding of residential real estate-related properties.

Beginning in 2020, management determined the allowance for credit losses under amended
accounting guidance that requires estimating the amount of current expected credit losses over the
remaining contractual term of the loan and lease portfolio. Prior to 2020, the allowance for credit
losses represented the amount that in management’s judgment reflected incurred credit losses
inherent in the loan and lease portfolio as of the balance sheet date. A description of the
methodologies used by the Company to estimate its allowance for credit losses can be found in note 5
of Notes to Financial Statements.

In establishing the allowance for credit losses subsequent to December 31, 2019, the Company
estimates losses attributable to specific troubled credits identified through both normal and targeted
credit review processes and also estimates losses for other loans and leases with similar risk
characteristics on a collective basis. For purposes of determining the level of the allowance for credit
losses, the Company evaluates its loan and lease portfolio by type. Despite recent improvements in
macroeconomic forecasts, at the time of the Company’s analysis regarding the determination of the
allowance for credit losses as of December 31, 2021, concerns persisted about the somewhat uneven
and incomplete recovery evident in the economy, the emergence of new COVID-19 variants
(including the recent emerging variant commonly referred to as Omicron) that may further disrupt a
recovery, the ultimate effectiveness of economic stimulus being provided by the U.S. government
that has contributed to increased deficit spending and raised inflation concerns; disruptions to supply
chains and the related impacts to businesses and consumers; the volatile nature of global markets,
including the impact international economic conditions could have on the U.S. economy; Federal
Reserve positioning of monetary policy; the extent to which borrowers, in particular commercial real
estate borrowers may continue to be negatively affected by pandemic-related and general economic
conditions; and continued stagnant population and economic growth in the upstate New York and
central Pennsylvania regions (approximately 48% of the Company’s loans and leases are to
customers in New York State and Pennsylvania) that could see lingering effects of the economic
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downturn. The Company utilizes a loan grading system to differentiate risk amongst its commercial
loans and commercial real estate loans. Loans with a lower expectation of default are assigned one of
ten possible “pass” loan grades while specific loans determined to have an elevated level of credit
risk are classified as “criticized.” A criticized loan may be classified as “nonaccrual” if the Company
no longer expects to collect all amounts according to the contractual terms of the loan agreement or
the loan is delinquent 90 days or more. During 2021 and 2020, the Company re-graded significant
portions of its commercial loans and commercial real estate loans based on financial results and
projections of specific borrowers, particularly those that were affected by COVID-19 impacts.
Criticized commercial loans and commercial real estate loans totaled $9.0 billion at December 31,
2021, compared with $7.2 billion at December 31, 2020 and $2.5 billion at December 31, 2019. The
rise in criticized loans reflects the impact of the pandemic on borrowers’ financial condition and the
re-grading of loans by the Company, and is reflective of the provision for expected credit losses
recorded by the Company in 2020 as the pandemic unfolded. The increases in such loans since
December 31, 2020 were largely attributable to investor-owned permanent commercial real estate
loans in the hotel, office and healthcare sectors and commercial real estate construction loans in the
hotel and healthcare sectors. On the overall basis, weighted-average loan-to-stabilized value (“LTV”)
ratios for investor-owned commercial real estate properties do not vary significantly by asset class or
sector, and at December 31, 2021 were generally within the range of 55% to 65% with an overall
weighted-average LTV ratio of approximately 57%. Investor-owned commercial real estate loans
comprised $7.0 billion, or 78% of total criticized loans of $9.0 billion at December 31, 2021.

The COVID-19 pandemic and related governmental responses led to a significant reduction in
economic activity that was detrimental to many borrowers across the Company’s geographic regions,
particularly commercial borrowers in the hotel, health care-related and office sectors and residential
mortgage borrowers. Many of these borrowers have been and could likely continue to be adversely
impacted by the economic effects of the COVID-19 pandemic. COVID-19 related modifications with
payment deferrals at December 31, 2021 totaled $1.2 billion and consisted predominantly of
residential real estate loans, including $974 million of government-guaranteed loans. Substantially all
of those deferrals are scheduled to expire during 2022 and/or are in the process of formal
modification of repayment terms for previously deferred payments.

As commercial loans and commercial real estate loans were approved for modifications related
to COVID-19, the Company assessed loans considering the credit worthiness of the borrower,
collateral values, the financial condition of any guarantors, and the expected collectability of
contractual principal and interest payments. Loan-to-collateral values on investor-owned loans are
generally relatively low and oftentimes the loans include some form of recourse. Loans secured by
residential real estate with a COVID-19 payment forbearance were evaluated for collectability based
on the borrower’s ability to repay considering past performance and estimated collateral values. If
collectability was considered doubtful, loans were classified as nonaccrual.

Loan officers in different geographic locations with the support of the Company’s credit
department personnel review and reassign loan grades based on their detailed knowledge of
individual borrowers and their judgment of the impact on such borrowers resulting from changing
conditions in their respective regions. The Company re-assessed its loan grades for those borrowers
most impacted by COVID-19. The Company’s policy is that, at least annually, updated financial
information is obtained from commercial borrowers associated with pass grade loans and additional
analysis performed. On a quarterly basis, the Company’s centralized credit department reviews all
criticized commercial loans and commercial real estate loans greater than $1 million to determine the
appropriateness of the assigned loan grade, including whether the loan should be reported as accruing
or nonaccruing. For criticized nonaccrual loans, additional meetings are held with loan officers and
their managers, workout specialists and senior management to discuss each of the relationships. In
analyzing criticized loans, borrower-specific information is reviewed, including operating results,
future cash flows, recent developments and the borrower’s outlook, and other pertinent data. The
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timing and extent of potential losses, considering collateral valuation and other factors, and the
Company’s potential courses of action are contemplated.

With regard to residential real estate loans, the Company’s loss identification and estimation
techniques make reference to loan performance and house price data in specific areas of the country
where collateral securing the Company’s residential real estate loans is located. For residential real
estate-related loans, including home equity loans and lines of credit, the excess of the loan balance
over the net realizable value of the property collateralizing the loan is charged-off when the loan
becomes 150 days delinquent. That charge-off is based on recent indications of value from external
parties that are generally obtained shortly after a loan becomes nonaccrual. Loans to consumers that
file for bankruptcy are generally charged off to estimated net collateral value shortly after the
Company is notified of such filings. At December 31, 2021, approximately 61% of the Company’s
home equity portfolio consisted of first lien loans and lines of credit. Of the remaining junior lien
loans in the portfolio, approximately 56% (or approximately 22% of the aggregate home equity
portfolio) consisted of junior lien loans that were behind a first lien mortgage loan that was not
owned or serviced by the Company. To the extent known by the Company, if a senior lien loan
would be on nonaccrual status because of payment delinquency, even if such senior lien loan was not
owned by the Company, the junior lien loan or line that is owned by the Company is placed on
nonaccrual status. In monitoring the credit quality of its home equity portfolio for purposes of
determining the allowance for credit losses, the Company reviews delinquency and nonaccrual
information and considers recent charge-off experience. When evaluating individual home equity
loans and lines of credit for charge off and for purposes of determining the allowance for credit
losses, the Company considers the required repayment of any first lien positions related to collateral
property. Home equity line of credit terms vary but such lines are generally originated with an open
draw period of ten years followed by an amortization period of up to twenty years. At December 31,
2021, approximately 85% of all outstanding balances of home equity lines of credit related to lines
that were still in the draw period, the weighted-average remaining draw periods were approximately
five years, and approximately 10% were making contractually allowed payments that do not include
any repayment of principal.

Factors that influence the Company’s credit loss experience include overall economic
conditions affecting businesses and consumers, generally, but also residential and commercial real
estate valuations, in particular, given the size of the Company’s real estate loan portfolios.
Commercial real estate valuations can be highly subjective, as they are based upon many
assumptions. Such valuations can be significantly affected over relatively short periods of time by
changes in business climate, economic conditions, interest rates and, in many cases, the results of
operations of businesses and other occupants of the real property. Similarly, residential real estate
valuations can be impacted by housing trends, the availability of financing at reasonable interest
rates, and general economic conditions affecting consumers.

The Company generally estimates current expected credit losses on loans with similar risk
characteristics on a collective basis. To estimate expected losses, the Company utilizes statistically
developed models to project principal balances over the remaining contractual lives of the loan
portfolios and determine estimated credit losses through a reasonable and supportable forecast
period. The Company’s approach for estimating current expected credit losses for loans and leases
has included utilizing macro-economic assumptions to project losses over a two-year reasonable and
supportable forecast period. Subsequent to the forecast period, the Company reverted to longer-term
historical loss experience, over a period of one year, to estimate expected credit losses over the
remaining contractual life. Forward-looking estimates of certain macro-economic variables are
determined by the M&T Scenario Development Group, which is comprised of senior management
business leaders and economists. Among the assumptions utilized as of December 31, 2021 was that
the national unemployment rate will average 4.6% through the first year of the reasonable and
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supportable forecast period before gradually improving to 3.7% in the latter half of 2023. The
forecast also assumed gross domestic product grows during 2022 at a 3.1% annual rate and during
2023 at a 2.7% average rate. Commercial real estate and residential real estate prices were assumed
to cumulatively grow 11.1% and 5.9%, respectively, over the two-year reasonable and supportable
forecast period. The assumptions utilized in estimating the allowance for credit losses as of
December 31, 2020 included an estimated unemployment rate averaging 6.9% through 2021
followed by a gradual return to long-term historical averages by the end of 2022. Gross domestic
product was assumed to grow at a 4.1% annual rate during 2021 resulting in a return to pre-pandemic
levels by the end of 2022. Commercial real estate prices were assumed to decline by approximately
6.8% in 2021, followed by improvement. Residential real estate prices were not assumed to fluctuate
significantly. In most instances the actual macroeconomic conditions experienced in 2021 were
favorable in comparison to the forecasts made at December 31, 2020. Such improvements
contributed to the recapture of provision for credit losses during 2021 of $75 million. The
assumptions utilized as of January 1, 2020 at the time of the adoption of the expected credit loss
accounting standard were significantly less severe. Those assumptions anticipated unemployment
rates that averaged under 4% and steady growth in gross domestic product of 3.3% over the eight-
quarter forecast period. Forecasted changes in real estate prices as of that date were not significant.
The assumptions utilized were based on information available to the Company at or near December
31,2021, December 31, 2020 and January 1, 2020 (at the time it was preparing its estimate of
expected credit losses as of those dates).

In establishing the allowance for credit losses the Company also considers the impact of
portfolio concentrations, changes in underwriting practices, product expansions into new markets,
imprecision in its economic forecasts, and other risk factors that influence its loss estimation process.
With respect to economic forecasts, the Company assessed the likelihood of alternative economic
scenarios during the two-year reasonable and supportable time period. Economic forecasts have
changed rapidly in the recent past due to the uncertain impacts of COVID-19. Generally, an increase
in unemployment rate or a decrease in any of the rate of change in gross domestic product,
commercial real estate prices or home prices would have an adverse impact on expected credit losses
and would likely result in an increase in the allowance for credit losses. Forward looking economic
forecasts are subject to inherent imprecision and future events may differ materially from actual
events. In consideration of such uncertainty, the following alternative economic scenarios were
considered to estimate the possible impact on modeled credit losses.

e A potential downside economic scenario assumed the unemployment rate reaches 9.0% in
2022 before declining to 7.1% by the end of the reasonable and supportable forecast period. The
sccnario also assumed gross domestic product contracts 2.1% in 2022 before recovering to recently
experienced levels by the third quarter of 2023, commercial real estate prices cumulatively decline
12.4% by the end of 2023, and residential real estate prices decline modestly in 2022 and remain flat
during 2023.

e A potential upside economic scenario assumed the unemployment rate declines to 3.0% in
2022’s fourth quarter where it stays for the remainder of the reasonable and supportable forecast
period. The scenario also assumes gross domestic product grows 4.8% in 2022 and 1.5% in 2023,
while commercial real estate and residential real estate prices cumulatively rise 16.9% and 7.6%,
respectively, over the two-year reasonable and supportable forecast period.

The scenario analyses resulted in an additional $222 million of modeled credit losses under the
assumptions of the downside economic scenario, whereas under the assumptions of the upside
economic scenario a $56 million reduction in modeled credit losses could occur. These examples are
only a few of the numerous possible economic scenarios that could be utilized in assessing the
sensitivity of expected credit losses. The estimated impacts on credit losses in such scenarios pertain
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only to modeled credit losses and do not include consideration of other factors the Company may
evaluate when determining its allowance for credit losses.

As a result, it is possible that the Company may, at another point in time, reach different
conclusions regarding credit loss estimates. The Company’s process for determining the allowance
for credit losses undergoes quarterly and periodic evaluations by independent risk management
personnel, which among many other considerations, evaluate the reasonableness of management’s
methodology and significant assumptions. Further information about the Company’s methodology to
estimate expected credit losses is included in note 5 of Notes to Financial Statements.

Prior to 2020, the allowance for credit losses represented the amount that in management’s
judgment reflected incurred credit losses inherent in the loan and lease portfolio as of the balance
sheet date. The allowance was determined by management’s evaluation of the loan and lease
portfolio based on such factors as the differing economic risks associated with each loan category,
the current financial condition of specific borrowers, the current economic environment in which
borrowers operate, the level of delinquent loans, the value of any collateral and, where applicable, the
existence of any guarantees or indemnifications. The estimation of the allowance for credit losses
prior to 2020 did not consider reasonable and supportable forecasts that could have affected the
collectability of the reported amounts.

A comparative allocation of the allowance for credit losses for each of the past five year-ends is
presented in table 15. Amounts were allocated to specific loan categories based on information
available to management at the time of each year-end assessment and using the methodologies
described herein. Variations in the allocation of the allowance by loan category as a percentage of
those loans reflect the impact of the new accounting rules effective January 1, 2020 as well as
changes in management’s estimate of credit losses in light of economic developments. Furthermore,
the Company’s allowance is general in nature and is available to absorb losses from any loan or lease

.category. Additional information about the allowance for credit losses is included in note 5 of Notes
to Financial Statements.

Table 15

ALLOCATION OF THE ALLOWANCE FOR CREDIT LOSSES TO LOAN CATEGORIES

December 31 2021 2020 2019 2018 2017
(Dollars in thousands)

Commercial, financial, leasing, etc................. $ 283,899 $ 405,846 $ 366,094 $ 330,055 § 328,599
Commercial real estate .......... e S 557,239 670,719 322,201 341,655 37_4,085__]
Residential real estate ..........ccccvvvriveeiireriieeenns 71,726 103,590 56,033 69,125 65,405
CONSUIMET ....vrnvereeeeereseiseeisecnasesreesssssssneons 1 556,362 ____ 556,232 229,118 200,564 170,809
Unallocated —_ — 77,625 78,045 _ 78,300
e O eeeeenrenes $1,469,226.$1,736,387 __$1,051,071 _$1,019,444 _ $1,017,198 ]
As a Percentage of Loans and Leases

Qutstanding, Net of Unearned Discount

Commercial, financial, leasing, etc................. 1.21% 1.47% 1.54% 1.44% 1.51%
Commercial real €State .............rvvveerceeeennne. 1.57 1.78 91 99 1.12_]
Residential real €state ............ccovveireeniiicnnnnns 45 .62 .35 .40 .33
CONSUMET ..o eevossesseseesessnessssssssssesssenees 3.10 3.36 1.49 1.44 1.29_]
TOUAL ettt ettt esre s ene s 1.58 1.76 1.16 1.15 1.16
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Management believes that the allowance for credit losses at December 31, 2021 appropriately
reflected expected credit losses inherent in the portfolio as of that date. The allowance for credit
losses totaled $1.47 billion at December 31, 2021, $1.74 billion at December 31, 2020, and $1.18
billion at January 1, 2020 when amended guidance became effective. The allowance for credit losses
was $1.05 billion at December 31, 2019. The decrease in the allowance in 2021 reflects improved
financial forecasts as compared with those as of December 31, 2020. The increase in the allowance in
2020 as compared with 2019 reflected the $132 million addition attributable the adoption of the new
accounting standard as well as the expected impact of forecasted economic conditions resulting from
the COVID-19 pandemic on borrowers’ abilities to repay loans. As a percentage of loans
outstanding, the allowance was 1.58% at December 31, 2021, 1.76% at December 31, 2020 and
1.16% at December 31, 2019. Excluding the impact of $1.2 billion and $5.4 billion of government-
guaranteed PPP loans outstanding at December 31, 2021 and December 31, 2020, respectively, the
allowance as a percentage of total loans and leases was 1.60% and 1.86%, respectively. The level of
the allowance reflects management’s evaluation of the loan and lease portfolio using the
methodology and considering the factors as described herein. Should the various economic forecasts
and credit factors considered by management in establishing the allowance for credit losses change
and should management’s assessment of losses in the loan portfolio also change, the level of the
allowance as a percentage of loans could increase or decrease in future periods. The reported level of
the allowance reflects management’s evaluation of the loan and lease portfolio as of each respective
date.

The ratio of the allowance for credit losses to total nonaccrual loans at the end of 2021, 2020
and 2019 was 71%, 92% and 109%, respectively. Given the Company’s general position as a secured
lender and its practice of charging off loan balances when collection is deemed doubtful, that ratio
and changes in the ratio are generally not an indicative measure of the adequacy of the Company’s
allowance for credit losses, nor does management rely upon that ratio in assessing the adequacy of
the Company’s allowance for credit losses.

The Company had no concentrations of credit extended to any specific industry that exceeded
10% of total loans at December 31, 2021, however residential real estate loans comprised
approximately 17% of the loan portfolio. Outstanding loans to foreign borrowers aggregated $197
million at December 31, 2021, or .2% of total loans and leases.

Other Income

Other income aggregated $2.17 billion in 2021, up from $2.09 billion and $2.06 billion in 2020 and
2019, respectively. The rise in other income from 2020 to 2021 was largely attributable to higher
trust income, service charges on deposit accounts, brokerage services income, merchant discount and
credit card fees and letter of credit and other credit-related fees, partially offset by lower trading
account and foreign exchange gains, higher valuation losses on investment securities and a decline in
the level of distributions from BLG. The growth experienced from 2019 to 2020 reflected higher
mortgage banking revenues and trust income, partially offset by declines in service charges on
deposit accounts, trading account and foreign exchange gains and letter of credit and other credit-
related fees.

Mortgage banking revenues aggregated $571 million in 2021, $567 million in 2020 and $458
million in 2019. Mortgage banking revenues are comprised of both residential and commercial
mortgage banking activities. The Company’s involvement in commercial mortgage banking activities
includes the origination, sales and servicing of loans under the multifamily loan programs of Fannie
Mae, Freddie Mac and the U.S. Department of Housing and Urban Development.

Residential mortgage banking revenues, consisting of realized gains from sales of residential
real estate loans and loan servicing rights, unrealized gains and losses on residential real estate loans
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held for sale and related commitments, residential real estate loan servicing fees, and other residential
real estate loan-related fees and income, were $406 million in 2021, $424 million in 2020 and $317
million in 2019. The higher residential mortgage banking revenues in 2021 and 2020 as compared
with 2019 resulted from higher gains associated with loans held for sale, reflecting higher origination
volumes and improved margins. Late in the third quarter of 2021, the Company began to originate
the majority of its residential real estate loans to retain in its loan portfolio rather than for sale,
contributing to the reduction in residential mortgage banking revenues from 2020.

New commitments to originate residential real estate loans to be sold were approximately $3.9
billion in 2021, compared with $4.5 billion in 2020 and $2.7 billion in 2019. The decrease in 2021
from 2020 reflects the retention of originated residential real estate loans beginning late in the third
quarter of 2021. Realized gains from sales of residential real estate loans and loan servicing rights
and recognized net unrealized gains or losses attributable to residential real estate loans held for sale,
commitments to originate loans for sale and commitments to sell loans aggregated to gains of $164
million in 2021, $191 million in 2020 and $72 million in 2019.

Loans held for sale that were secured by residential real estate totaled $474 million and $777
million at December 31, 2021 and 2020, respectively. Commitments to sell residential real estate
loans and commitments to originate residential real estate loans for sale at pre-determined rates
totaled $617 million and $233 million, respectively, at December 31, 2021, $1.47 billion and $1.03
billion, respectively, at December 31, 2020 and $713 million and $423 million, respectively, at
December 31, 2019. Net recognized unrealized gains on residential real estate loans held for sale,
commitments to sell loans and commitments to originate loans for sale were $10 million at December
31,2021, compared with $52 million at December 31, 2020 and $12 million at December 31, 2019.
Changes in such net unrealized gains are recorded in mortgage banking revenues and resulted in a net
decrease in revenue of $16 million in 2021, compared with net increases of $40 million and $5
million in 2020 and 2019, respectively.

Revenues from servicing residential real estate loans for others totaled $242 million in 2021
compared with $233 million in 2020 and $245 million in 2019. Residential real estate loans serviced
for others aggregated $97.9 billion at December 31, 2021, $94.4 billion a year earlier and $95.1
billion at December 31, 2019. Reflected in residential real estate loans serviced for others were loans
sub-serviced for others of $74.7 billion, $68.1 billion and $62.8 billion at December 31, 2021, 2020
and 2019, respectively. Revenues earned for sub-servicing loans totaled $153 million in 2021,
compared with $129 million in 2020 and $125 million in 2019. The contractual servicing rights
associated with loans sub-serviced by the Company were predominantly held by affiliates of BLG.
Information about the Company’s relationship with BLG and its affiliates is included in note 25 of
Notes to Financial Statements.

Capitalized residential mortgage servicing assets totaled $217 million at December 31, 2021
(net of a $24 million valuation allowance), compared with $201 million (net of a $30 million
valuation allowance) and $237 million (net of a $7 million valuation allowance) at December 31,
2020 and 2019, respectively. Reflecting changes in fair value of some of the servicing rights in
comparison to the amortized cost of such rights, a $6 million reversal of the valuation allowance for
impairment of capitalized residential mortgage servicing rights was recorded in 2021, compared with
provisions of $23 million and $7 million recorded in 2020 and 2019, respectively. Additional
information about the Company’s capitalized residential mortgage servicing assets, including
information about the calculation of estimated fair value, is presented in note 7 of Notes to Financial
Statements.

Commercial mortgage banking revenues totaled $165 million in 2021, compared with $143
million in 2020 and $141 million in 2019. Included in such amounts were revenues from loan
origination and sales activities of $89 million in 2021, $84 million in 2020 and $81 million in 2019.
Commercial real estate loans originated for sale to other investors totaled approximately $4.0 billion
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in each of 2021 and 2019, compared with $3.4 billion in 2020. Loan servicing revenues totaled $76
million in 2021, $59 million in 2020 and $60 million in 2019. The higher servicing revenues in 2021
were reflective of fees received from customers who repaid loans prior to maturity. Capitalized
commercial mortgage servicing assets were $133 million at each of December 31, 2021 and
December 31, 2020 and $131 million at December 31, 2019. Commercial real estate loans serviced
for other investors totaled $23.7 billion at December 31, 2021, $22.2 billion at December 31, 2020
and $21.0 billion at December 31, 2019, and included $4.0 billion at each of December 31, 2021 and
December 31, 2020 and $3.9 billion at December 31, 2019 of loan balances for which investors had
recourse to the Company if such balances are ultimately uncollectable. Included in commercial real
estate loans serviced for others were loans sub-serviced for others of $3.5 billion at December 31,
2021, $3.3 billion at December 31, 2020. and $3.4 billion at December 31, 2019. Commitments to
sell commercial real estate loans and commitments to originate commercial real estate loans for sale
aggregated $751 million and $325 million, respectively, at December 31, 2021, $641 million and
$364 million, respectively, at December 31, 2020 and $193 million and $164 million, respectively, at
December 31, 2019. Commercial real estate loans held for sale were $425 million, $278 million and
$28 million at December 31, 2021, 2020 and 2019, respectively. The higher balances at December
31,2021 and 2020, as compared with December 31, 2019, reflect loans originated later in each year
that had not been delivered to investors by year end.

Service charges on deposit accounts totaled $402 million in 2021, compared with $371 million
in 2020 and $433 million in 2019. The lower service charges in 2020 as compared with 2021 and
2019 reflect reduced consumer service charges, predominantly resulting from COVID-19 related fee
waivers and lower customer transaction activity. The decrease from 2019 to 2020 also reflected
lower commercial service charges, largely due to higher customer deposit levels that could be used
by those customers to offset transaction related fees. In February 2022, the Company announced it
will be eliminating non-sufficient funds fees and overdraft protection transfer charges from linked
deposit accounts as well as reducing overdraft fees and limiting daily fee assessments to once per
day. The Company estimates these changes will reduce income from service charges on deposit
accounts by approximately $40 million in 2022.

Trust income includes fees related to two significant businesses. The Institutional Client
Services (“1CS”) business provides a variety of trustee, agency, investment management and
administrative services for corporations and institutions, investment bankers, corporate tax, finance
and legal executives, and other institutional clients who: (i) use capital markets financing structures;
(i) use independent trustees to hold retirement plan and other assets; and (iii) need investment and
cash management services. The Wealth Advisory Services (“WAS”) business offers personal trust,
planning, fiduciary, asset management, family office and other services designed to help high net
worth individuals and families grow, preserve and transfer wealth. Trust income was $645 million in
2021, compared with $602 million in 2020 and $573 million in 2019. Revenues associated with the
ICS business were $375 million in 2021, $342 million in 2020 and $311 million in 2019. The
increases in ICS revenue in 2021 and 2020 reflect sales activities and increased retirement services
income resulting from growth in collective fund balances. Revenues attributable to WAS totaled
$255 million in 2021 and $233 million in each of 2020 and 2019. As compared with the previous two
years, revenue in 2021 reflected an increase related to equity market performance. Revenue in 2021
and 2020 was offset by proprietary fund money market fee waivers as a result of the low interest rate
environment. Trust assets under management were $165.6 billion and $135.8 billion at December 31,
2021 and 2020, respectively. Trust assets under management include the Company’s proprietary
mutual funds’ assets of $13.2 billion at December 31, 2021 and $12.9 billion at December 31, 2020.
Additional trust income from investment management activities was $15 million, $27 million and
$29 million in 2021, 2020 and 2019, respectively, and includes fees earned from retail customer
investment accounts.
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Brokerage services income, which includes revenues from the sale of mutual funds and
annuities and securities brokerage fees and, since June 2021, sales of select investment products of
LPL Financial (as described below), totaled $63 million in 2021, compared with $47 million in 2020
and $49 million in 2019. The increase in brokerage services income in 2021 reflects a change in June
2021 in product delivery to retail brokerage and certain trust customers related to the LPL Financial
relationship. Revenues associated with the sale of investment products of LPL Financial, an
independent financial services broker, are included in “brokerage services income.” Prior to the
transition to LPL Financial’s product platform, revenues earned by the Company from providing
those customers with proprietary trust products managed by the Company were reported as trust
income. Trading account and foreign exchange activity resulted in gains of $24 million in 2021, $41
million in 2020 and $62 million in 2019. The decline in gains resulted predominantly from decreased
activity related to interest rate swap agreements with commercial customers. The Company enters
into interest rate swap agreements and foreign exchange contracts with customers who need such
services and concomitantly enters into offsetting trading positions with third parties to minimize the
risks involved with these types of transactions. Information about the notional amount of interest
rate, foreign exchange and other contracts entered into by the Company for trading account purposes
is included in note 19 of Notes to Financial Statements and herein under the heading “Liquidity,
Market Risk, and Interest Rate Sensitivity.”

The Company recognized net losses on investment securities of $21 million and $9 million in
2021 and 2020, respectively, compared with net gains of $18 million in 2019. The gains and losses
represented unrealized gains and losses on investments in Fannie Mae and Freddie Mac preferred
stock.

Other revenues from operations totaled $483 million in 2021, compared with $471 million in
2020 and $469 million in 2019. Comparing 2021 with 2020, higher merchant discount, credit card
interchange and letter of credit and credit-related fees, largely loan syndication fees, were partially
offset by lower income received from BLG during 2021. Comparing 2020 with 2019, higher income
received from BLG during 2020 was offset by declines in letter of credit and credit-related fees,
predominantly loan syndication fees. '

Included in other revenues from operations were the following significant components. Letter
of credit and other credit-related fees totaled $128 million, $109 million and $124 million in 2021,
2020 and 2019, respectively. The increased level of such fees in 2021 and 2019 resulted largely from
higher loan syndication fees as compared with 2020. Revenues from merchant discount and credit
card fees were $140 million in 2021, $111 million in 2020 and $117 million in 2019. The higher
level of such revenues in 2021 was the result of increased customer transaction activity reflecting
lessened pandemic related restrictions on business and customer activity as compared with 2020.
Tax-exempt income earned from bank owned life insurance, which includes increases in the cash
surrender value of life insurance policies and benefits received, aggregated $47 million in 2021, $48
million in 2020 and $50 million in 2019. Insurance-related sales commissions and other revenues
totaled $47 million in each of 2021, 2020 and 2019. Automated teller machine usage fees aggregated
$11 million in 2021, $9 million in 2020 and $13 million in 2019.

M&T’s investment in BLG resulted in cash distributions declared and paid by BLG that are
included in “other revenues from operations” of $30 million in 2021, $53 million in 2020 and $37
million in 2019. During 2017, the operating losses of BLG resulted in M&T reducing the carrying
value of its investment in BLG to zero. Subsequently, M&T has received cash distributions when
declared by BLG that result in the recognition of income by M&T. M&T expects cash distributions
from BLG in the future, but the timing and amount of those distributions cannot be estimated. BLG is
entitled to receive distributions from its affiliates that provide asset management and other services
that are available for distribution to BLG’s owners, including M&T. Information about the
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Company’s relationship with BLG and its affiliates is included in note 25 of Notes to Financial
Statements.

Other Expense

Other expense aggregated $3.61 billion in 2021, compared with $3.39 billion in 2020 and $3.47
billion in 2019. Included in those amounts are expenses considered to be “nonoperating” in nature
consisting of amortization of core deposit and other intangible assets of $10 million, $15 million and
$19 million in 2021, 2020 and 2019, respectively and merger-related expenses of $44 million in
2021. No merger-related expenses were incurred in 2020 and 2019. Exclusive of those nonoperating
expenses, noninterest operating expenses aggregated $3.56 billion in 2021, $3.37 billion in 2020 and
$3.45 billion in 2019. The higher level of noninterest operating expenses in 2021 as compared with
the prior year reflected increased costs for salaries and employee benefits (predominantly incentive
compensation), outside data processing and software, FDIC assessments, and professional services
expenses, partially offset by a reduction in the valuation allowance for capitalized mortgage servicing
rights as compared to an increase in 2020. Contributing to the lower level of noninterest operating
expense in 2020 as compared with 2019 were decreased costs for professional services, legal-related
matters, advertising and marketing, and travel and entertainment. Additionally, a $48 million charge
was recorded in 2019 to reduce the carrying value of an investment in an asset manager that had been
accounted for using the equity method of accounting to its estimated realizable value. Those factors
were partially offset by higher costs for salaries and employee benefits, outside data processing and
software, increases to the valuation allowance for capitalized residential mortgage servicing rights
and $14 million of expenses related to the planned transition of the support for the Company’s retail
brokerage and advisory business to the platform of LPL Financial.

Salaries and employee benefits expense aggregated $2.05 billion in 2021, compared with $1.95
billion and $1.90 billion in 2020 and 2019, respectively. The higher levels of expenses in 2021 as
compared with 2020 reflect the impact of higher incentive compensation, including commissions, as
well as merit and other increases for employees. Stock-based compensation totaled $85 million in
2021, compared with $80 million in 2020 and $76 million in 2019. The number of full-time
equivalent employees were 17,421 and 17,076 at December 31, 2021 and 2020, respectively,
compared with 17,503 at December 31, 2019.

The Company provides pension and other postretirement benefits for its employees, including
pension, retirement savings and post-retirement benefit plans. Expenses related to such benefits
totaled $128 million in 2021, $118 million in 2020 and $76 million in 2019. The amounts recorded in
salaries and employee benefits expense and other costs of operations, respectively, from the
preceding sentence were as follows: $125 million and $3 million in 2021; $118 million and
($329,000) in 2020; and $98 million and ($22) million in 2019. The Company sponsors both defined
benefit and defined contribution pension plans. Pension benefit expense for those plans was $68
million in 2021, $60 million in 2020 and $31 million in 2019. Components of pension expense
include the amortization of net unrecognized gains and losses included in accumulated other
comprehensive income. Such net unrecognized gains and losses have generally been amortized over
the average remaining service periods of active participants in the plan. If all or substantially all of
the plan’s participants are inactive, GAAP provides for the average remaining life expectancy of the
participants to be used instead of average remaining service periods. Substantially all of the
participants in the Company’s qualified defined benefit pension plan were inactive and, beginning in
2022, the average remaining life expectancy will be utilized prospectively to amortize the net
unrecognized gains and losses of the Plan existent at each measurement date. The change is expected
to increase the amortization period by approximately sixteen years beginning in 2022 and,
accordingly, reduce the amount of amortization of unrecognized losses recorded in the 2022 net
periodic pension expense that otherwise would have been recorded by approximately $35 million.
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Information about the Company’s pension plans, including significant assumptions utilized in
completing actuarial calculations for the plans, is included in note 13 of Notes to Financial
Statements.

The Company’s retirement savings plan (“RSP”) is a defined contribution plan in which eligible
employees of the Company may defer up to 50% of qualified compensation via contributions to the
plan. RSP expense reflecting the Company’s employer matching contribution totaled $63 million in
2021, $62 million in 2020 and $48 million in 2019.

Excluding the nonoperating expense items already noted, nonpersonnel operating expenses
were $1.51 billion in 2021, $1.42 billion in 2020 and $1.55 billion in 2019. The increase in such
expenses in 2021 as compared with 2020 reflects a rise in expenditures for outside data processing
and software, FDIC assessments and professional services, partially offset by a reduction in the
valuation allowance for capitalized mortgage servicing rights as compared to an increase in 2020.
The decrease in nonpersonnel operating expenses from 2019 to 2020 reflected lower expenditures for
professional services, legal-related matters, advertising and marketing, and travel and entertainment.
Additionally, a $48 million charge from the 2019 sale of an investment in an asset manager
contributed to the higher expenses in 2019. Those factors were partially offset by higher costs for
outside data processing and software, increases to the valuation allowance for capitalized residential
mortgage servicing rights and $14 million of expenses related to the planned transition of the support
for the Company’s retail brokerage and advisory business to the platform of LPL Financial. During
2019 the Company increased its reserve for legal matters, predominantly related to a subsidiary’s role
as trustee of Employee Stock Ownership Plans in its Institutional Client Services business. The
Company made contributions to The M&T Charitable Foundation of $28 million and $8 million in
2021 and 2020, respectively. There were no similar contributions in 2019.

Income Taxes

The provision for income taxes was $596 million in 2021, $416 million in 2020 and $618 million in
2019. The effective tax rates were 24.3% in each of 2021 and 2019 and 23.5% in 2020. The effective
tax rate is affected by the level of income earned that is exempt from tax relative to the overall level
of pre-tax income, the level of income allocated to the various state and local jurisdictions where the
Company operates, because tax rates differ among such jurisdictions, and the impact of any large
discrete or infrequently occurring items. The Company’s effective tax rate in future periods will also
be affected by any change in income tax laws or regulations and interpretations of income tax
regulations that differ from the Company’s interpretations by any of various tax authorities that may
examine tax returns filed by M&T or any of its subsidiaries. Information about amounts accrued for
uncertain tax positions and a reconciliation of income tax expense to the amount computed by
applying the statutory federal income tax rate to pre-tax income is provided in note 14 of Notes to
Financial Statements.

International Activities

Assets and revenues associated with international activities represent less than 1% of the Company’s
consolidated assets and revenues. International assets included $197 million and $170 million of
loans to foreign borrowers at December 31, 2021 and 2020, respectively. During the second quarter
of 2021, the Company introduced a new interest-bearing sweep product (included in savings and
interest-bearing deposits) that replaced the Eurodollar sweep product previously recorded as Cayman
Islands office deposits. As a result, there were no outstanding deposits at the Cayman Islands office
at December 31, 2021 and the office is closed. Deposits in the Company’s office in the Cayman
Islands aggregated $652 million at December 31, 2020. Loans at M&T Bank’s commercial banking
office in Ontario, Canada included in international assets as of December 31, 2021 and 2020 totaled
$153 miltion and $149 million, respectively. Deposits at that office were $32 million at each of
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December 31, 2021 and December 31, 2020. The Company also offers trust-related services in
Europe. Revenues from providing such services during 2021, 2020 and 2019 were approximately $38
million, $36 million and $32 million, respectively.

Liquidity, Market Risk, and Interest Rate Sensitivity

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

The most significant source of funding for the Company is core deposits, which are generated
from a large base of consumer, corporate and institutional customers. That customer base has, over
the past several years, become more geographically diverse as a result of expansion of the
Company’s businesses. Nevertheless, the Company faces competition in offering products and
services from a large array of financial market participants, including banks, thrifts, mutual funds,
securities dealers and others. Core deposits financed 90% of the Company’s earning assets at
December 31, 2021, compared with 88% at December 31, 2020 and 83% at December 31, 2019.

The Company supplements funding provided through core deposits with various short-term and
long-term wholesale borrowings, including overnight federal funds purchased, short-term advances
from the FHLB of New York, brokered deposits and longer-term borrowings. At December 31, 2021,
M&T Bank had short-term and long-term credit facilities with the FHLBs aggregating $16.2 billion.
Outstanding borrowings under FHLB credit facilities totaled $2 million at each of December 31,
2021 and 2020. Such borrowings were secured by loans and investment securities. M&T Bank had
an available line of credit with the FRB of New York that totaled approximately $13.8 billion at
December 31, 2021. The amount of that line is dependent upon the balances of loans and securities
pledged as collateral. There were no borrowings outstanding under such line of credit at
December 31, 2021 and 2020. Senior notes issued and outstanding totaled $2.4 billion at
December 31, 2021 and $2.8 billion at December 31, 2020. On January 25, 2021, $350 million of
variable rate senior notes of M&T Bank matured. In addition, on March 1, 2021, M&T Bank
redeemed $500 million of subordinated notes that were due to mature on December 1, 2021.

The Company has, from time to time, issued subordinated capital notes and junior subordinated
debentures associated with trust preferred securities to provide liquidity and enhance regulatory
capital ratios. Pursuant to the Dodd-Frank Act, the Company’s junior subordinated debentures
associated with trust preferred securities have been removed from the definition of Tier 1 capital but,
similar to other subordinated capital notes, are considered Tier 2 capital and are includable in total
regulatory capital. Information about the Company’s borrowings is included in note 9 of Notes to
Financial Statements.

The Company has also benefited from the placement of brokered deposits. The Company has
brokered savings and interest-bearing checking deposit accounts that aggregated $3.2 billion and
$4.5 billion at December 31, 2021 and 2020, respectively. Brokered time deposits were not a
significant source of funding as of those dates.

The Company’s ability to obtain funding from these sources could be negatively impacted should
the Company experience a substantial deterioration in its financial condition or its debt ratings, or
should the availability of short-term funding become restricted due to a disruption in the financial
markets. The Company attempts to quantify such credit-event risk by modeling scenarios that estimate
the liquidity impact resulting from a short-term ratings downgrade over various grading levels. Such
impact is estimated by attempting to measure the effect on available unsecured lines of credit, available
capacity from secured borrowing sources and securitizable assets. Information about the credit ratings
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of M&T and M&T Bank is presented in table 16. Additional information regarding the terms and
maturities of all of the Company’s short-term and long-term borrowings is provided in note 9 of Notes
to Financial Statements. In addition to deposits and borrowings, other sources of liquidity include
maturities of investment securities and other earning assets, repayments of loans and investment
securities, and cash generated from operations, such as fees collected for services.

Table 16
DEBT RATINGS
Standard
) Moody’s ___and Poor’s _ Fitch
M&T Bank Corporation - ]
SENIOT EDL ....viiiiiciieeieece ettt e A3 BBB+ A
[ Subordinated debt...........co.uerverirrromreesareesseseeesenssnsesenseseeeesseoss A3 BBB A
M&T Bank
L.Sho,n:teim LdePQS!tS_ fersressererseniessenscene -___ﬁ_.._.ane'l A-2 i F l]
Long-term dePOSItS........oovivrieiiiiiiiiniiinieiiei et Aa3 A- A+
L SeNIOr.AEDE ..ottt A3 A- A
Subordinated debt...........ccoeeeiriiiiie e A3 BBB+ A-

Certain customers of the Company obtain financing through the issuance of variable rate demand
bonds (“VRDBs”). The VRDBs are generally enhanced by letters of credit provided by M&T Bank.
M&T Bank oftentimes acts as remarketing agent for the VRDBs and, at its discretion, may from time-
to-time own some of the VRDBs while such instruments are remarketed. When this occurs, the VRDBs
are classified as trading account assets in the Company’s consolidated balance sheet. Nevertheless,
M&T Bank is not contractually obligated to purchase the VRDBs. The value of VRDBSs in the
Company’s trading account was not material at December 31, 2021 or December 31, 2020. The total
amount of VRDBs outstanding backed by M&T Bank letters of credit was $662 million and $725
million at December 31, 2021 and 2020, respectively. M&T Bank also serves as remarketing agent for
most of those bonds.
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Table 17

MATURITY DISTRIBUTION OF LOANS AND LEASES(a)

December 31, 2021 Demand 2022 2023 - 2026 2027 - 2036 After 2036
. (In thousands)

Commercial, financial, leasing, etc.... $5,492,359 § 4,219,626 $12,395,898 § 1,170,961$ 119,074

|

Commercial real estate....................... 100,704 13,080,694 18,058,994 _ 2,960,580 89,210,
Residential real estate ........................ 46,966 852,195 2,683,556 5,987,321 6,008,251
CONSUMET .......cvoreeecissiessesesssneesines 502,772 1,625,451 6,161,602 6,120,006 3,377:6§§
[ 17 | PO $6,142,801 $19,777,966 $39,300,050 $16,238,868 $9,594,223
Floating or adjustable interest rates:
[ Commercial, financial, leasing, etc. $ 73774118 298,217 8% 2,127]
Commercial real estate .................... 12,468,282 1,580,905 36,038
[ Residential real estate................ e 449,620__ 1,109,820 _1,348,893]
CONSUMET........ccvveeeeeernreeerierrreeeeeinnnne 650,713 312,697 2,535,347
Fixed or predetermined interest rates: ~ '
Commercial, financial, leasing, etc. 5,018,487 872,744 116,947
[_C»ommercjglﬂr‘ea_l_gs;@ge,,, ............ ' 5,59;9,7.12__,1,3_7#9_,67‘5_____53,1_73,]
Residential real estate ...................... 2,%2,936 4,877,501 4,659,358
[Consumer.......ooroooeerovvooe | 5,510,889 5,807,300 _ 842,341]
Total ..o S $39,300,050 $16,238,868 $9,594,223

(a) The data do not include nonaccrual loans.

The Company enters into contractual obligations in the normal course of business that require
future cash payments. The contractual amounts and timing of those payments as of December 31, 2021
are summarized in table 18. Off-balance sheet commitments to customers may impact liquidity,
including commitments to extend credit, standby letters of credit, commercial letters of credit, financial
guarantees and indemnification contracts, and commitments to sell real estate loans. Because many of
these commitments or contracts expire without being funded in whole or in part, the contract amounts
are not necessarily indicative of future cash flows. Further discussion of these commitments is provided
in note 22 of Notes to Financial Statements. Table 18 summarizes the Company’s other commitments
as of December 31, 2021 and the timing of the expiration of such commitments.
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Table 18

CONTRACTUAL OBLIGATIONS AND OTHER COMMITMENTS

Less Than One One to Three Three to Five Over Five
December 31, 2021 Year Years Years Years Total
(In thousands)
Payments due for contractual o
Lobllgatlons :
Time deposits .................. $ 2,300,825 § 376,848 $ 130,290 $ — $ 2,807,963
[__Short-term borrowings..... 47,046 L= — — T 47,046]
Long-term borrowings..... 903,864 775,636 749,740 1,056,129 3,485,369
[ Operating leases.............. 94,566 145,692 - - 91,454 99,400 431 112]
Other......cc.coocvvevveecnnennen. 279,570 109,568 17,005 18,401 424,544
L_T,otali ........... reveeresnesnenenenes. 9 3,625,871 $1,407,744 __$ 988,489 $1,173,930 $ 7,196 0341
Other commitments
Commitments to extend . ' o J
| credit(@).c.cocooeennenent.., $17,060,039  $8,170, 578 $5,459,006 $ 3 ,629,521  $34,319,144
Standby letters of
credit......cocovvvveecnvenenne.. 1,279,387 542,887 228,757 100,564 2,151,595
Commercial letters of ) ]
[ creditu e 14,142 666 17,173 — 31,981
Financial guarantees and
indemnification
CoONntracts .........cc.......... 41,988 282,282 734,726 3,152,801 4,211,797
Commitments to sell real ¥ o ) I
estate loans..........ccoooee..._ 1,214036 153,487 - — — 1,367,523
Tota] ................................ $19,609,592 $9,149,900 $6,439,662 $ 6,882,886 $42,082,040

(@  Amounts exclude discretionary funding commitments to commercial customers of $10.8 billion that the
Company has the unconditional right to cancel prior to funding.

M&T’s primary source of funds to pay for operating expenses, shareholder dividends and
treasury stock repurchases has historically been the receipt of dividends from its banking
subsidiaries, which are subject to various regulatory limitations. Dividends from any bank subsidiary
to M&T are limited by the amount of earnings of the subsidiary in the current year and the two
preceding years. For purposes of that test, at December 31, 2021 approximately $1.6 billion was
available for payment of dividends to M&T from banking subsidiaries. M&T also may obtain
funding through long-term borrowings. Outstanding senior notes of M&T at December 31, 2021 and
December 31, 2020 were $766 million and $783 million, respectively. Junior subordinated
debentures of M&T associated with trust preferred securities outstanding at December 31, 2021 and
December 31, 2020 totaled $532 million and $528 million, respectively.
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Table 19

MATURITY AND TAXABLE-EQUIVALENT YIELD OF INVESTMENT SECURITIES

One Year One to Five  Five to Ten Over Ten

December 31, 2021 or Less Years Years Years Total
(Dollars in thousands)
Investment securities available for sale(a) |
U.S. Treasury and federal agencies
[C_Carrying value o 8. 5165__%_673,525__% — 3 — __$_ 678,690_]
Yield......co.oooo.e. 1.14% .82% — — .83%
Mortgage-backed securities(b) ]
Government issued or guaranteed .
Carrying value ...........o.ooceeiiiinieceec e e 310,207 1,317,943 906,798 __ 619,364___ 3,155312 |
YAEIG ..ot 2.28% 2.28% 2.27% 2.23% 227%
Other debt securities ]
Carrying value 1,778 7,302 86,205 26,517 121,802
[ Yied 2.34%, 3.39%, 2.70% . 4.00% 3.04%
Total investment securities available for sale
L Carrying value ...... . 318,150 _____1,998,770 993,003 645,881___ 3,955,804 _]
i 2.26%. 1.78% 231%._ 231%. 2.04%
Investment securities held to maturity
U.S. Treasury and federal agencies
[__Carryingvalue ............cocooommvimieeeeeeeeceeeerr s 3,052 — — — 3,052 _}
o Yieldo e 12% . — — — 12%
Obligations of states and political subdivisions ] ]
Carmying ValUe ........ccccevvviioiiss i, YY) - = — 177
I YAEIA. .o 487% — — = 4.87%
Mortgage-backed securities(b) . - .
_Government issued or guaranteed — __J
e, 120,585 504,540 609,850 1,432,353 2,667,328 _
L.~ 2.16% 2.16% '2.16% 2.16% 216%
_ Privately issued ) . . —
Carrying ValUe ..........oocceviioieniniiicce e _._3813 15,265 __ 19,079 23,398 _ ___61,555—_3
Yield 2.72% 2.72% 2.72% 2.60% __2.66%
Other debt securities . ,:
—.Larrying value — — = 2,562_ 2,562
Yield............... . . —_ — — 4.32% 4.32%
Total investment securities held to maturity —_—
Carmying VaIUE ..........oooiriiiieiire e 127627 __ 519,805 628,929 __ 1,458313__ 2,734,674 _}
Yield...ooo 2.13%. 2.18% 2.18% 217% 217%

Equity and other securities
Equity securities

o —— f—_—————

[__Carrying\Value.. 77,640 _)
Yield ..o — , . 50%
Other investment securities e ]
~Carrying Value .. 387,242
2.90%

2.22% 1.86% 2.25% 221% 2.12%

(a) Investment securities available for sale are presented at estimated fair value. Yields on such securities are based on amortized cost.
®) Maturities are reflected based upon contractual payments due. Actual maturities are expected to be significantly shorter as a result of
loan repayments in the underlying mortgage pools.
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Table 20
MATURITY OF TIME DEPOSITS WITH BALANCES OVER $250,000

December 31,
2021
(In thousands)
3 MONTHS OF 1SS .....vveeieieececsciecce b s s e eaens e S 182,077 |
Over 3 through 6 MONTAS ..........eciiiiiiiiii it 124,_1_65
Over 6 through 12 months .... 29,24@
9,736
[ Total oo oo cecmmsneseceseneas e e e $ 345,188 ]

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

Market risk is the risk of loss from adverse changes in the market prices and/or interest rates of
the Company’s financial instruments. The primary market risk the Company is exposed to is interest
rate risk. Interest rate risk arises from the Company’s core banking activities of lending and deposit-
taking, because assets and liabilities reprice at different times and by different amounts as interest
rates change. As a result, net interest income earned by the Company is subject to the effects of
changing interest rates. The Company measures interest rate risk by calculating the variability of net
interest income in future periods under various interest rate scenarios using projected balances for
earning assets, interest-bearing liabilities and derivatives used to hedge interest rate risk.
Management’s philosophy toward interest rate risk management is to limit the variability of net
interest income. The balances of financial instruments used in the projections are based on expected
growth from forecasted business opportunities, anticipated prepayments of loans and investment
securities, and expected maturities of investment securities, loans and deposits. Management uses a
“value of equity” model to supplement the modeling technique described above. Those supplemental
analyses are based on discounted cash flows associated with on- and off-balance sheet financial
instruments. Such analyses are modeled to reflect changes in interest rates and provide management
with a long-term interest rate risk metric. The Company has entered into interest rate swap
agreements to help manage exposure to interest rate risk. At December 31, 2021, the aggregate
notional amount of interest rate swap agreements entered into for interest rate risk management
purposes that were currently in effect was $15.0 billion. In addition, the Company has entered into
$8.4 billion of forward-starting interest rate swap agreements. Information about interest rate swap
agreements entered into for interest rate risk management purposes is included herein under the
heading “Net Interest Income/Lending and Funding Activities” and in note 19 of Notes to Financial
Statements.

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

Table 21 displays as of December 31, 2021 and 2020 the estimated impact on net interest
income in the base scenario described above resulting from parallel changes in interest rates across
repricing categories during the first modeling year.

Table 21

SENSITIVITY OF NET INTEREST INCOME TO CHANGES IN INTEREST RATES

Calculated Increase (Decrease)
in Projected Net Interest Income

Changes in interest rates December 31, 2021 December 31, 2020
(In thousands)

200 basis points ............... e er et e S 533317 324,684 |

+100 basis POINLS ..ot 297,573 182,661

100 basis points .............. e e (204,760) (61,792)

The Company utilized many assumptions to calculate the impact that changes in interest rates
may have on net interest income. The more significant of those assumptions included the rate of
prepayments of mortgage-related assets, cash flows from derivative and other financial instruments
held for non-trading purposes, loan and deposit volumes and pricing, and deposit maturities. In the
scenarios presented, the Company also assumed gradual changes in interest rates during a twelve-
month period as compared with the base scenario. In the declining rate scenario, the rate changes
may be limited to lesser amounts such that interest rates remain at or above zero on all points of the
yield curve. The assumptions used in interest rate sensitivity modeling are inherently uncertain and,
as a result, the Company cannot precisely predict the impact of changes in interest rates on net
interest income. Actual results may differ significantly from those presented due to the timing,
magnitude and frequency of changes in interest rates and changes in market conditions and interest
rate differentials (spreads) between maturity/repricing categories, as well as any actions, such as
those previously described, which management may take to counter such changes. The sensitivity of
net interest income to changes in interest rates increased as of December 31, 2021 as compared with
December 31, 2020 due to the low interest rate environment and composition of the Company’s
portfolios of earning assets and interest-bearing liabilities, in particular the increased balance of
interest-bearing deposits at banks.

Table 22 presents cumulative totals of net assets (liabilities) repricing on a contractual basis
within the specified time frames, as adjusted for the impact of interest rate swap agreements entered
into for interest rate risk management purposes. Management believes that this measure does not
appropriately depict interest rate risk since changes in interest rates do not necessarily affect all
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categories of earning assets and interest-bearing liabilities equally nor, as assumed in the table, on the
contractual maturity or repricing date. Furthermore, this static presentation of interest rate risk fails to
consider the effect of ongoing lending and deposit gathering activities, projected changes in balance
sheet composition or any subsequent interest rate risk management activities the Company is likely
to implement.

Table 22
CONTRACTUAL REPRICING DATA
Three Months Four to Twelve One to After
December 31, 2021 or Less Months Five Years Five Years Total
(Dollars in thousands)
Loans and leases, net............ $ 47,499,655 $ 6,871,241 $19,866,684 $18,674,872 § 92,912, 452
Investment securities............ 212,554 92,732 79‘7 854 6,112,720 7, 155 860
Other earning assets.............. 41,921,266 783 — — 41,922,049
[ T q{al&quy‘!zg_gg’sqgs,..V...:_ 89,633, 475 6,964,756 _ 20,604,538 : 24,787,592 _ 141,990,36”
Savings and interest- '
checking deposits.............. 68,603,966 — — — 68,603,966
Time deposits......c.oceecrveceenee . 1,071,254 1,229,571 507,138 __ — 2,807,5-6?;]
Total interest-

bearing deposits ........... 69,675,220 1,229,571 507,138 — 71,411 929
Short-term borrowings......... 47,046 — — — 47,046,
Long-term borrowings ......... — 903,864 1,525,376 _ 1,056,129 _ 3,485,369
I:-_Total interest- ’ I

bearing liabilities ......... . 69,722266 2,133,435 __ 2,032,514 1,056,129 . 74,944,344
Interest rate swap

_agreements ....................... (15,000,000) _ 8,150,000 _ 6,350,000 500,000 __

Penodlc AP e S 4,911,209 $12,981,321 $24 922,024 $24 231 463 ]
Cumulative gglp .................... 4911,209 17,892,530 _ 42,814,554 67,046,017
Cumulative gap as a % j
|_of total earning assets........ 3.5% 12.6% 30.2% 472% |

A significant amount of the Company’s interest-earning assets, interest-bearing liabilities,
preferred equity instruments and interest rate swap agreements have contractual repricing terms that
reference the London Interbank Offered Rate (“LIBOR”). Various regulatory bodies have
encouraged banks to transition away from LIBOR as soon as practicable, generally cease entering
new contracts that use LIBOR as a reference rate no later than December 31, 2021, and for new
contracts entered into before December 31, 2021 to utilize a reference rate other than LIBOR or
include robust language that includes a clearly defined alternative reference rate after LIBOR’s
discontinuation. Certain tenors of LIBOR have ceased publication at December 31, 2021 and
complete cessation of LIBOR publication is expected by June 30, 2023. Effective December 31,
2021, the Company has essentially discontinued entering into new LIBOR-based contracts.

The Company established an enterprise-wide LIBOR transition program in 2019, which
includes a LIBOR Transition Office with senior management level leadership and dedicated full-time
employee staffing. Progress on the LIBOR transition effort is monitored by executive management as
well as the Risk Committee of the Board of Directors. At December 31, 2021 the Company had
LIBOR-based commercial loans and leases and commercial real estate loans of $37.7 billion and
residential mortgage and consumer loans of $1.9 billion outstanding. As of that date, approximately
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half of such loans either mature before June 30, 2023 or have been amended to include appropriate
alternative language to be effective upon cessation of LIBOR publication. Approximately $979
million of borrowings and $850 million of preferred equity instruments reference LIBOR. The
Company’s interest rate swap agreements primarily reference LIBOR. In October 2020, the
International Swaps and Derivatives Association, Inc. published the IBOR Fallbacks Supplement
(“Supplement”) and the IBOR Fallback Protocol (“Protocol”). The Protocol enables market
participants to incorporate certain revisions into their legacy non-cleared derivative trades with other
counterparties that also choose to adhere to the Protocol. M&T adhered to the Protocol in November
2020 and is in the process of remediating its interest rate swap transactions with its end-user
customers. With respect to the Company’s cleared interest rate swap agreements that reference
LIBOR, clearinghouses have adopted the same relevant Secured Overnight Financing Rate (“SOFR”)
benchmark alternatives of the Supplement and Protocol.

As loans mature and new originations occur a larger percentage of the Company’s variable-rate
loans are expected to reference SOFR or other indexes, including the Bloomberg Short Term Bank
Yield Index (“BSBY”). At December 31, 2021, the Company had approximately $3.6 billion and $55
million of outstanding loan balances that reference SOFR and BSBY, respectively. Additionally, as
of December 31, 2021 the Company had $5.0 billion of notional amount of interest rate swap
agreements designated as cash flow hedges of commercial real estate loans, including $3.5 billion of
forward-starting interest rate swap agreements that become effective in 2022 and 2023, and notional
amounts of $1.0 billion of interest rate contracts in the trading account that are referenced to SOFR.
The Company’s usage of interest rate swap agreements referenced to SOFR or BSBY is expected to
increase in response to the discontinuation of LIBOR. The Company continues to work with its
customers and other counterparties to remediate LIBOR-based agreements which expire after June
30, 2023 by incorporating alternative language, negotiating new agreements, or other means. The
discontinuation of LIBOR and uncertainty relating to the emergence of one or more alternative
benchmark indexes to replace LIBOR could materially impact the Company’s interest rate risk
profile and its management thereof.

In addition to the effect of interest rates, changes in fair value of the Company’s financial
instruments can also result from a lack of trading activity for similar instruments in the financial
markets. That impact is most notable on the values assigned to some of the Company’s investment
securities. Information about the fair valuation of investment securities is presented in notes 3 and 21
of Notes to Financial Statements. '

The Company engages in limited trading account activities to meet the financial needs of
customers and to fund the Company’s obligations under certain deferred compensation plans.
Financial instruments utilized for trading account activities consist predominantly of interest rate
contracts, such as interest rate swap agreements, and forward and futures contracts related to foreign
currencies. The Company generally mitigates the foreign currency and interest rate risk associated
with trading account activities by entering into offsetting trading positions that are also included in
the trading account. The fair values of trading account positions associated with interest rate
contracts and foreign currency and other option and futures contracts are presented in note 19 of
Notes to Financial Statements. The amounts of gross and net trading account positions, as well as the
type of trading account activities conducted by the Company, are subject to a well-defined series of
potential loss exposure limits established by management and approved by M&T’s Board of
Directors. However, as with any non-government guaranteed financial instrument, the Company is
exposed to credit risk associated with counterparties to the Company’s trading account activities.

The notional amounts of interest rate contracts entered into for trading account purposes totaled
$32.6 billion at December 31, 2021 and $37.8 billion at December 31, 2020. The notional amounts of
foreign currency and other option and futures contracts entered into for trading account purposes
were $1.1 billion and $776 million at December 31, 2021 and 2020, respectively. Although the
notional amounts of these contracts are not recorded in the consolidated balance sheet, the unsettled
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fair values of all financial instruments used for trading account activities are recorded in the
consolidated balance sheet. The fair values of all trading account assets and liabilities were $468
million and $83 million, respectively, at December 31, 2021 and $1.1 billion and $117 million,
respectively, at December 31, 2020. The fair value asset and liability amounts at December 31, 2021
have been reduced by contractual settlements of $54 million and $305 million, respectively, and at
December 31, 2020 by contractual settlements of $6 million and $806 million, respectively. The
lower balance of trading account assets at December 31, 2021 as compared with 2020 was largely the
result of decreased values associated with interest rate swap agreements entered into with
commercial customers that are not subject to periodic variation margin settlement payments.
Included in trading account assets at each of December 31, 2021 and 2020 were $21 million of assets
related to deferred compensation plans. Changes in the fair values of such assets are recorded as
“trading account and foreign exchange gains” in the consolidated statement of income. Included in
“other liabilities” in the consolidated balance sheet at each of December 31, 2021 and 2020 were $24
million of liabilities related to deferred compensation plans. Changes in the balances of such
liabilities due to the valuation of allocated investment options to which the liabilities are indexed are
recorded in “other costs of operations” in the consolidated statement of income. Also included in
trading account assets were investments in mutual funds and other assets that the Company was
required to hold under terms of certain non-qualified supplemental retirement and other benefit plans
that were assumed by the Company in various acquisitions. Those assets totaled $29 million at each
of December 31, 2021 and December 31, 2020.

Given the Company’s policies, limits and positions, management believes that the potential loss
exposure to the Company resulting from market risk associated with trading account activities was
not material, however, as previously noted, the Company is exposed to credit risk associated with
counterparties to transactions related to the Company’s trading account activities. Additional
information about the Company’s use of derivative financial instruments in its trading account
activities is included in note 19 of Notes to Financial Statements.

Capital

Shareholders’ equity was $17.9 billion at December 31, 2021 and represented 11.54% of total assets,
compared with $16.2 billion or 11.35% at December 31, 2020 and $15.7 billion or 13.11% at
December 31, 2019.

Included in shareholders’ equity was preferred stock with financial statement carrying values of
$1.75 billion at December 31, 2021, compared with $1.25 billion at each of December 31, 2020 and
December 31, 2019. On August 17, 2021, M&T issued 50,000 shares of Series I Perpetual Fixed-
Rate Reset Non-cumulative Preferred Stock, par value $1.00 and liquidation preference of $10,000
per share. Through August 31, 2026 holders of the Series I preferred stock are entitled to receive,
only when, as and if declared by M&T’s Board of Directors, non-cumulative cash dividends at an
annual rate of 3.5%, payable semiannually in arrears. Subsequent to August 31, 2026 holders will be
entitled to receive, only when, as and if declared by M&T’s Board of Directors, non-cumulative cash
dividends at an annual rate of the five-year U.S. Treasury Rate plus 2.679%, payable semiannually in
arrears. The Series I preferred stock may be redeemed at M&T’s option, in whole or in part, on any
dividend payment date on or after September 1, 2026 or, in whole but not in part, at any time within
90 days following a regulatory capital treatment event whereby the full liquidation value of the
shares no longer qualifies as “additional Tier 1 capital”. On July 30, 2019, M&T issued 40,000
shares of Series G Perpetual Fixed-Rate Reset Non-cumulative Preferred Stock, par value $1.00 per
share and liquidation preference of $10,000 per share. Through July 31, 2024 holders of the Series G
preferred stock are entitled to receive, only when, as and if declared by M&T’s Board of Directors,
non-cumulative cash dividends at an annual rate of 5.0%, payable semiannually in arrears.
Subsequent to July 31, 2024 holders will be entitled to receive, only when, as and if declared by
M&T’s Board of Directors, non-cumulative cash dividends at an annual rate of the five-year U.S.
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Treasury Rate plus 3.174%, payable semiannually in arrears. The Series G preferred stock may be
redeemed at M&T’s option, in whole or in part, on any dividend payment date on or after August 1,
2024 or, in whole but not in part, at any time within 90 days following a regulatory capital treatment
event whereby the full liquidation value of the shares no longer qualifies as “additional Tier 1
capital.” On August 30, 2019 M&T redeemed the 230,000 shares of the Series A and 151,500 shares
of the Series C Fixed Rate Cumulative Perpetual Preferred Stock, $1,000 liquidation preference per
share, having received the approval of the Federal Reserve to redeem such shares after issuing the
Series G preferred stock. Further information concerning M&T’s preferred stock can be found in
note 10 of Notes to Financial Statements.

Common shareholders’ equity totaled $16.2 billion, or $125.51 per share, at December 31,
2021, compared with $14.9 billion, or $116.39 per share, at December 31, 2020 and $14.5 billion, or
$110.78 per share, at December 31, 2019. Tangible equity per common share, which excludes
goodwill and core deposit and other intangible assets and applicable deferred tax balances, was
$89.80 at December 31, 2021, compared with $80.52 and $75.44 at December 31, 2020 and 2019,
respectively. The Company’s ratio of tangible common equity to tangible assets was 7.68% at
December 31, 2021, compared with 7.49% and 8.55% at December 31, 2020 and 2019, respectively.
Reconciliations of total common shareholders’ equity and tangible common equity and total assets
and tangible assets as of December 31, 2021, 2020 and 2019 are presented in table 2. During 2021,
2020 and 2019, the ratio of average total shareholders’ equity to average total assets was 11.08%,
11.80% and 13.14%, respectively. The ratio of average common shareholders’ equity to average total
assets was 10.13%, 10.88% and 12.08% in 2021, 2020 and 2019, respectively.

Shareholders’ equity reflects accumulated other comprehensive income or loss, which includes
the net after-tax impact of unrealized gains or losses on investment securities classified as available
for sale, remaining unrealized losses on held-to-maturity securities transferred from available for sale
that have not yet been amortized, gains or losses associated with interest rate swap agreements
designated as cash flow hedges, foreign currency translation adjustments and adjustments to reflect
the funded status of defined benefit pension and other postretirement plans. Net unrealized gains on
investment securities reflected in shareholders’ equity, net of applicable tax effect, were $78 million,
or $.60 per common share, at December 31, 2021, $145 million, or $1.13 per common share, at
December 31, 2020, and $37 million, or $.29 per common share, at December 31, 2019. Changes in
unrealized gains and losses on investment securities are predominantly reflective of the impact of
changes in interest rates on the values of such securities. Information about unrealized gains and
losses as of December 31, 2021 and 2020 is included in note 3 of Notes to Financial Statements.

Reflected in the carrying amount of available-for-sale investment securities at December 31,
2021 were pre-tax effect unrealized gains of $115 million on securities with an amortized cost of
$3.1 billion and pre-tax effect unrealized losses of $9 million on securities with an amortized cost of
$709 million. Information concerning the Company’s fair valuations of investment securities is
provided in notes 3 and 21 of Notes to Financial Statements.

Each reporting period the Company reviews its available-for-sale investment securities for
declines in value that might be indicative of credit-related losses through an analysis of the
creditworthiness of the issuer or the credit performance of the underlying collateral supporting the
bond. If the Company does not expect to recover the entire amortized cost basis of a debt security a
credit loss is recognized in the consolidated statement of income. A loss is also recognized if the
Company intends to sell a bond or it more likely than not will be required to sell a bond before
recovery of the amortized cost basis.

As of December 31, 2021, based on a review of each of the securities in the available-for-sale
investment securities portfolio, the Company concluded that it expected to realize the amortized cost
basis of each security. As of December 31, 2021, the Company did not intend to sell nor is it
anticipated that it would be required to sell any securities for which fair value was less than the
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amortized cost basis of the security. The Company intends to continue to closely monitor the
performance of its securities because changes in their underlying credit performance or other events
could cause the amortized cost basis of those securities to become uncollectable.

On January 1, 2020 the Company adopted amended accounting guidance that requires
investment securities held to maturity to be presented at their net carrying value that is expected to be
collected over their contractual term. The Company estimated no material allowance for credit losses
for its investment securities classified as held-to-maturity at December 31, 2021 and December 31,
2020 as the substantial majority of such investment securities were obligations backed by the U.S.
government or its agencies. The Company assessed the potential for expected credit losses on
privately issued mortgage-backed securities in the held-to-maturity portfolio by performing internal
modeling to estimate bond-specific cash flows considering recent performance of the mortgage loan
collateral and utilizing assumptions about future defaults and loss severity. These bond-specific cash
flows also reflect the placement of the bond in the overall securitization structure and the remaining
subordination levels. In total, at December 31, 2021 and 2020, the Company had in its held-to-
maturity portfolio privately issued mortgage-backed securities with an amortized cost basis of $62
million and $77 million, respectively, and a fair value of $57 million and $70 million, respectively.
At December 31, 2021, 81% of the mortgage-backed securities were in the most senior tranche of the
securitization structure. The mortgage-backed securities are generally collateralized by residential
and small-balance commercial real estate loans originated between 2004 and 2008. After considering
the repayment structure and estimated future collateral cash flows of each individual bond, the
Company has concluded that as of December 31, 2021, it expected to recover the amortized cost
basis of those privately issued mortgage-backed securities. Nevertheless, it is possible that adverse
changes in the estimated future performance of mortgage loan collateral underlying such securities
could impact the Company’s conclusions.

Adjustments to reflect the funded status of defined benefit pension and other postretirement
plans, net of applicable tax effect, reduced accumulated other comprehensive income by $267
million, or $2.08 per common share, at December 31, 2021, $481 million, or $3.75 per common
share, at December 31, 2020 and $342 million, or $2.62 per common share, at December 31, 2019.
Information about the funded status of the Company’s pension and other postretirement benefit plans
is included in note 13 of Notes to Financial Statements.

On January 20, 2021, M&T’s Board of Directors authorized a stock repurchase plan to
repurchase up to $800 million of shares of M&T’s common stock subject to all applicable regulatory
limitations. There were no repurchases pursuant to that authorization during 2021. Pursuant to
previously approved capital plans and authorizations by M&T’s Board of Directors, M&T
repurchased 2,577,000 common shares for $374 million in 2020 and 8,257,000 common shares for
$1.3 billion during 2019.

During the fourth quarter of 2021, M&T’s Board of Directors authorized an increase in the
quarterly common stock dividend to $1.20 per common share from the previous rate of $1.10 per
common share. During 2019, M&T’s Board of Directors authorized an increase in the quarterly
common stock dividend to $1.10 per common share in the fourth quarter from the previous rate of
$1.00 per common share. Cash dividends declared on M&T’s common stock totaled $584 million in
2021, compared with $569 million and $552 million in 2020 and 2019, respectively. Dividends per
common share totaled $4.50 in 2021, compared with $4.40 and $4.10 in 2020 and 2019, respectively.
Dividends of $73 million in 2021, $68 million in 2020 and $72 million in 2019 were declared on
preferred stock in accordance with the terms of each series.
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M&T and its subsidiary banks are required to comply with applicable capital adequacy
standards established by the federal banking agencies. Pursuant to those regulations, the minimum
capital ratios are as follows:

e 4.5% Common Equity Tier 1 (“CET1”) to risk-weighted assets (each as defined in the

capital regulations);

e  6.0% Tier 1 capital (that is, CET1 plus Additional Tier 1 capital) to risk-weighted assets

(each as defined in the capital regulations);

e 8.0% Total capital (that is, Tier 1 capital plus Tier 2 capital) to risk-weighted assets (each

as defined in the capital regulations); and

e 4.0% Tier 1 capital to average consolidated assets as reported on consolidated financial

statements (known as the “leverage ratio”), as defined in the capital regulations.

Capital regulations require buffers in addition to the minimum risk-based capital ratios noted
above. M&T is subject to a stress capital buffer requirement that is determined through the Federal
Reserve’s supervisory stress tests and M&T’s bank subsidiaries are subject to a capital conservation
buffer requirement. The buffer requirement for each entity is currently 2.5% of risk-weighted assets
and must be composed entirely of CET1. The federal bank regulatory agencies have issued rules that
allow banks and bank holding companies to phase-in the impact of adopting the expected credit loss
accounting model on regulatory capital. Those rules allow banks and bank holding companies to
delay for two years the day one impact on retained earnings of adopting the expected loss accounting
standard and 25% of the cumulative change in the reported allowance for credit losses subsequent to
the initial adoption, followed by a three-year transition period. M&T and its subsidiary banks
adopted these rules and the impact is reflected in regulatory capital ratios as of December 31, 2021.
The regulatory capital amounts and ratios of M&T and its bank subsidiaries as of December 31, 2021
are presented in note 24 of Notes to Financial Statements. A detailed discussion of the regulatory
capital rules is included in Part I, Item 1 of this Form 10-K under the heading “Capital
Requirements.”

The Company is subject to the comprehensive regulatory framework applicable to bank and
financial holding companies and their subsidiaries, which includes examinations by a number of
regulators. Regulation of financial institutions such as M&T and its subsidiaries is intended primarily
for the protection of depositors, the Deposit Insurance Fund of the FDIC and the banking and financial
system as a whole, and generally is not intended for the protection of shareholders, investors or
creditors other than insured depositors. Changes in laws, regulations and regulatory policies applicable
to the Company’s operations can increase or decrease the cost of doing business, limit or expand
permissible activities or affect the competitive environment in which the Company operates, all of
which could have a material effect on the business, financial condition or results of operations of the
Company and in M&T’s ability to pay dividends. For additional information concerning this
comprehensive regulatory framework, refer to Part I, Item 1 of this Form 10-K.

Fourth Quarter Results
Net income in the fourth quarter of 2021 was $458 million, compared with $471 million in the year-
earlier quarter. Diluted and basic earnings per common share were each $3.37 in the final 2021
quarter, compared with diluted and basic earnings per common share of $3.52 in the corresponding
quarter of 2020. The annualized rates of return on average assets and average common shareholders
equity for the final quarter of 2021 were 1.15% and 10.91%, respectively, compared with 1.30% and
12.07%, respectively, in the corresponding quarter of 2020.

Net operating income during 2021°s fourth quarter was $475 million, compared with $473
million in the year-earlier quarter. Diluted net operating earnings per common share were $3.50 and
$3.54 in the fourth quarters of 2021 and 2020, respectively. The annualized net operating returns on
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average tangible assets and average tangible common equity in the final three months of 2021 were
1.23% and 15.98%, respectively, compared with 1.35% and 17.53%, respectively, in the similar 2020
period. Reconciliations of GAAP results with non-GAAP results for the quarterly periods of 2021
and 2020 are provided in table 24.

Taxable-equivalent net interest income aggregated $937 million in the final quarter of 2021,
compared with $993 million in the year-earlier period. That decline was attributable to lower average
outstanding loan balances and a reduced net interest margin. Reflecting the impact of persistently low
market interest rates and increased holdings of low-yielding balances at the FRB of New York, the
net interest margin narrowed 42 basis points to 2.58% in the fourth quarter of 2021 from 3.00% in
the final three months of 2020. Average earning assets were $131.9 billion in the final quarter of
2020 and $144.4 billion in 2021°s fourth quarter. The $12.5 billion increase in average earning assets
was driven by a $22.1 billion rise in low-yielding deposit balances at the FRB of New York and other
banks, partially offset by a $5.4 billion reduction in average outstanding loans. Average balances of
commercial loans and leases were $22.3 billion in the recent quarter, down $5.4 billion or 19% from
$27.7 billion in the fourth quarter of 2020. That decline was largely the result of decreased average
balances of PPP loans, due to loan forgiveness by the Small Business Administration, lower dealer
floor plan balances, reflecting automobile production and inventory issues experienced by the
industry, and subdued loan demand by commercial customers, in general. PPP loans averaged $1.6
billion in 2021’s final quarter, compared with $6.2 billion in the year-earlier quarter. Average
commercial real estate loan balances aggregated $36.7 billion in the final quarter of 2021, down $990
million or 3% from $37.7 billion in the year-earlier quarter. Included in those totals were average
balances of loans held for sale of $535 million in the final three months of 2021, compared with $307
million in the corresponding period of 2020. Average residential real estate loan balances decreased
$471 million to $16.3 billion in the fourth quarter of 2021 from $16.8 billion in the year-earlier
quarter, reflecting ongoing repayments of loans obtained in the acquisition of Hudson City. Also
contributing to the decrease were loans held for sale that averaged $485 million and $645 million in
the final quarters of 2021 and 2020, respectively. Consumer loans averaged $17.9 billion in the last
three months of 2021, $1.4 billion or 9% higher than in the year-earlier quarter. That increase
resulted from a rise in average balances of recreational finance loans of $1.0 billion and automobile
loans of $624 million. The net interest spread narrowed in the fourth quarter of 2021 to 2.52%, down
38 basis points from 2.90% in the corresponding quarter of 2020. The yield on earning assets in the
last three months of 2021 was 2.64%, down 51 basis points from the year-earlier quarter. The rate
paid on interest-bearing liabilities in the 2021’s final quarter was .12%, down 13 basis points from
.25% in the similar quarter of 2020. The contribution of net interest-free funds to the Company’s net
interest margin was .06% and .10% in the fourth quarters of 2021 and 2020, respectively. As a result,
the Company’s net interest margin narrowed to 2.58% in the fourth quarter of 2021 from 3.00% in
the year-earlier period.

A recapture of provision for credit losses of $15 million was recorded for the quarter ended
December 31, 2021, compared with a $75 million provision for credit losses in the year-earlier
period. Net loan charge-offs were $31 million in the last three months of 2021, representing an
annualized .13% of average loans and leases outstanding, compared with $97 million or .39% during
the similar 2020 period. Net charge-offs in the fourth quarters of 2021 and 2020 included: net charge-
offs of commercial loans of $25 million in 2021 and $67 million in 2020; net recoveries of
commercial real estate loans of $7 million in 2021 compared with net charge-offs of $12 million in
2020; net charge-offs of residential real estate loans of $2 million in 2021 and net recoveries of $1
million in 2020; and net charge-offs of consumer loans of $11 million in 2021 and $19 million in
2020.
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Other income rose to $579 million in the fourth quarter of 2021 from $551 million in the similar
2020 period. The increased level in the recent quarter resulted largely from higher trust income,
service charges on deposit accounts and brokerage services income.

Other expense totaled $928 million during the recent quarter, compared with $845 million in
the final quarter of 2020. Included in such amounts are expenses considered to be “nonoperating” in
nature consisting of amortization of core deposit and other intangible assets of $2 million and $3
million during the quarters ended December 31, 2021 and 2020, respectively and merger-related
expenses of $21 million in fourth quarter of 2021. No merger-related expenses were incurred in the
year-earlier quarter. Exclusive of those nonoperating expenses, noninterest operating expenses were
$904 million in the fourth quarter of 2021 and $842 million in the corresponding 2020 quarter.
Factors contributing to the higher level of expenses in the recent quarter as compared with the fourth
quarter of 2020 were predominantly related to increased costs for salaries and employee benefits
(including higher incentive compensation), outside data processing and software, and professional
services. The Company’s efficiency ratio during the final quarters of 2021 and 2020 was 59.7% and
54.6%, respectively. Table 24 includes a reconciliation of other expense to noninterest operating
expense and the calculation of the efficiency ratio for each of the quarters of 2021 and 2020.

Segment Information

In accordance with GAAP, the Company’s reportable segments have been determined based upon its
internal profitability reporting system, which is organized by strategic business unit. Certain strategic
business units have been combined for segment information reporting purposes where the nature of
the products and services, the type of customer, and the distribution of those products and services
are similar. The reportable segments are Business Banking, Commercial Banking, Commercial Real
Estate, Discretionary Portfolio, Residential Mortgage Banking and Retail Banking.

The financial information of the Company’s segments was compiled utilizing the accounting
policies described in note 23 of Notes to Financial Statements. The management accounting policies
and processes utilized in compiling segment financial information are highly subjective and, unlike
financial accounting, are not based on authoritative guidance similar to GAAP. As a result, reported
segments and the financial information of the reported segments are not necessarily comparable with
similar information reported by other financial institutions. Furthermore, changes in management
structure or allocation methodologies and procedures may result in changes in reported segment
financial data. Financial information about the Company’s segments is presented in note 23 of Notes to
Financial Statements.

The Business Banking segment provides a wide range of services to small businesses and
professionals within markets served by the Company through the Company’s branch network,
business banking centers and other delivery channels such as telephone banking, Internet banking
and automated teller machines. Services and products offered by this segment include various
business loans and leases, including loans guaranteed by the Small Business Administration, business
credit cards, deposit products, and financial services such as cash management, payroll and direct
deposit, merchant credit card and letters of credit. Net income of the Business Banking segment
aggregated $213 million in 2021, up 34% from $159 million in 2020. Higher net interest income of
$56 million, a $15 million decline in the provision for credit losses and higher merchant discount and
credit card fees of $12 million in 2021 were partially offset by higher personnel-related costs of $11
million. The higher net interest income reflected a 127 basis point widening of the net interest margin
on loans and higher average deposit balances of $3.3 billion, partially offset by a 57 basis point
narrowing of the net interest margin on deposits. The widening margin on loans resulted from a
higher level of PPP fee income resulting from the forgiveness of loans by the SBA. The increase in
average deposits resulted from a continued desire by the customers of the Business Banking segment
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to maintain liquidity during the pandemic and amid the low interest rate environment. This segment
recorded net income of $168 million in 2019. The 6% decline in 2020 as compared with 2019
resulted from a $10 million decrease in service charges on deposit accounts, a $9 million increase in
the provision for credit losses, due largely to higher net charge-offs, and higher personnel-related
costs of $7 million. Those unfavorable factors were partially offset by an $11 million increase in net
interest income. The growth in net interest income reflected an increase in average outstanding
deposit and loan balances of $3.0 billion and $2.4 billion, respectively, partially offset by a
narrowing of the net interest margin on deposits and loans of 89 basis points and 17 basis points,
respectively.

The Commercial Banking segment provides a wide range of credit products and banking
services for middle-market and large commercial customers, mainly within the markets served by the
Company. Services provided by this segment include commercial lending and leasing, letters of
credit, deposit products, and cash management services. The Commercial Banking segment recorded
net income of $494 million in 2021, compared with $508 million in 2020. The most significant
factors contributing to the 3% decline in net income from 2020 to 2021 included a higher provision
for credit losses of $28 million, an increase of $13 million in centrally allocated costs associated with
data processing, risk management and other support services provided to the Commercial Banking
segment, and a $10 million decrease in net interest income. The impact of those items on net income
was partially offset by higher letter of credit and other credit-related fees of $22 million and higher
merchant discount and credit card fees of $13 million. The decrease in net interest income reflected
lower average outstanding loan balances of $1.8 billion and a 52 basis point narrowing of the net
interest margin on deposits offset, in part, by a widening of the net interest margin on loans of 22
basis points and higher average deposit balances of $5.4 billion. Net income for the Commercial
Banking segment totaled $520 million in 2019. The decline in net income in 2020 from 2019 was
predominantly driven by a $48 million increase in the provision for credit losses, due to higher loan
balances and net charge-offs, and a $9 million write-down of equipment in 2020 that was leased to
customers. Offsetting the noted unfavorable factors were a $35 million increase in net interest
income and an $11 million decrease in centrally-allocated costs associated with data processing, risk
management and other support services provided to the Commercial Banking segment. The increased
net interest income reflected higher average outstanding deposit and loan balances of $6.2 billion and
$2.2 billion, respectively, partially offset by an 84 basis point narrowing of the net interest margin on
deposits.

The Commercial Real Estate segment provides credit and deposit services to its customers.
Commercial real estate loans may be secured by apartment/multifamily buildings, office, retail and
industrial space or other types of collateral. Activities of this segment also include the origination,
sales and servicing of commercial real estate loans through the Fannie Mae DUS program and other
programs. Commercial real estate loans held for sale are included in this segment. Net income for
the Commercial Real Estate segment was $372 million in 2021, compared with $382 million in 2020.
The $10 million, or 2%, decrease was primarily attributable to a $30 million decline in net interest
income, reflecting a 58 basis point narrowing of the net interest margin on deposits and lower
average loan balances of $237 million. Additionally, lower trading account and foreign exchange
gains of $12 million, resulting from decreased activity related to interest rate swap agreements
executed on behalf of commercial customers, a $7 million increase in the amortization of capitalized
commercial mortgage servicing rights, a $7 million increase in centrally-allocated costs associated
with data processing, risk management and other support services provided to the Commercial Real
Estate segment and higher FDIC assessments and salaries and employee benefits of $6 million each
were partially offset by a $40 million decrease in the provision for credit losses and a $17 million
increase in commercial mortgage servicing income. Net income for this segment decreased 21% in
2020 from $486 million in 2019. That decline resulted from a $106 million rise in the provision for

113



credit losses, due to higher loan balances and net charge-offs, a decline in net interest income of $19
million, higher salaries and employee benefits expense of $11 million, largely reflecting increased
incentive compensation costs, and lower trading account and foreign exchange gains of $9 million,
resulting from decreased activity related to interest rate swap agreements executed on behalf of
customers. Partially offsetting those unfavorable factors was a $10 million rise in commercial
mortgage banking revenues, due in part to wider margins on loans originated for sale. The lower net
interest income was largely attributable to a narrowing of the net interest margin on deposits and
loans of 76 basis points and 14 basis points, respectively, partially offset by higher average
outstanding loan balances of $1.7 billion.

The Discretionary Portfolio segment includes investment and trading account securities,
residential real estate loans and other assets, short-term and long-term borrowed funds, brokered
deposits, and, through June 2021, Cayman Islands office deposits. This segment also provides
foreign exchange services to customers. Net income of the Discretionary Portfolio segment
aggregated $289 million in 2021 and $327 million in 2020. The 12% decline in the 2021’s net
income as compared with 2020 reflects a $21 million increase in intersegment fees related to the
transfer of residential mortgage loans to the Discretionary Portfolio segment from the Residential
Mortgage Banking segment, a $12 million decrease in the value of marketable equity securities, and
an $8 million increase in centrally-allocated costs associated with data processing, risk management
and other support services provided to the Discretionary Portfolio segment. The Discretionary
Portfolio segment recorded net income $144 million in 2019. The significant increase to $327 million
in 2020 was driven by a $277 million rise in net interest income, reflecting additional income from
interest rate swap agreements utilized as part of the Company’s management of interest rate risk.
Partially offsetting that factor were valuation losses associated with marketable equity securities
(compared with gains in the 2019 period) representing a change of $25 million.

The Residential Mortgage Banking segment originates and services residential mortgage loans
and sells substantially all of those loans in the secondary market to investors or to the Discretionary
Portfolio segment. The Company periodically purchases the rights to service loans and also sub-
services residential real estate loans for others. Residential real estate loans held for sale are included
in this segment. Income for the Residential Mortgage Banking segment increased 29% to $173
million in 2021 from $134 million in 2020. That year-over-year increase was attributable to higher
net interest income of $40 million, reflecting higher average loan balances of $1.3 billion, and
increased revenues associated with servicing and sub-servicing residential real estate loans (including
intersegment revenues) of $9 million. The Residential Mortgage Banking segment’s net income rose
85% to $134 million in 2020 from $72 million in 2019. That improvement resulted from a $131
million increase in revenues associated with mortgage origination and sales activities (including
intersegment revenues) and higher net interest income of $33 million, reflecting higher average
outstanding balances of deposits and loans of $1.1 billion and $1.0 billion, respectively. Offsetting
those favorable factors were higher servicing-related costs (including intersegment costs and changes
to the valuation allowance for capitalized residential mortgage servicing rights) of $37 million,
higher personnel-related costs of $22 million, reflecting increased headcount and higher
commissions, lower revenues of $17 million associated with servicing and sub-servicing residential
real estate loans (including intersegment revenues), and a $14 million rise in centrally-allocated costs
associated with data processing, risk management and other support services provided to the
Residential Mortgage Banking segment.

The Retail Banking segment offers a variety of services to consumers through several delivery
channels which include branch offices, automated teller machines, telephone banking and Internet
banking. The Company has branch offices in New York State, Maryland, New Jersey, Pennsylvania,
Delaware, Connecticut, Virginia, West Virginia and the District of Columbia. Credit services offered
by this segment include consumer installment loans, automobile and recreational finance loans
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(originated both directly and indirectly through dealers), home equity loans and lines of credit, and
credit cards. The segment also offers to its customers deposit products, including demand, savings
and time accounts, investment products, including mutual funds and annuities and other services.
Retail Banking segment net income aggregated $341 million in 2021 compared with $365 million in
2020. Factors contributing to the decline in net income in 2021 included a decrease of $78 million in
net interest income and increased centrally-allocated costs, largely associated with data processing,
risk management and other support services provided to the Retail Banking segment. The net interest
income decline reflected a narrowing of the net interest margin on deposits of 49 basis points,
partially offset by higher average outstanding balances of deposits and loans of $5.1 billion and $1.5
billion, respectively. The unfavorable factors were partially offset by a $53 million decrease in the
provision for credit losses, a $22 million decrease in personnel-related costs (reflecting lower staffing
levels), a $20 million rise in service charges on deposit accounts and an $8 million increase in
merchant discount and credit card fees. Net income for the Retail Banking segment was $365 million
in 2020, down 31% from $528 million in 2019. That decrease was predominantly attributable to a
$185 million decline in net interest income, reflecting a 74 basis point narrowing of the net interest
margin on deposits, partially offset by higher average outstanding deposit and loan balances of $2.4
billion and $1.4 billion, respectively, and a $51 million decrease in consumer service charges on
deposit accounts. The lower consumer service charges reflect fee waivers and lower transaction
activity as a result of the COVID-19 pandemic. Those unfavorable factors were offset, in part, by a
$17 million decrease in advertising and marketing expenses due to reduced activities related to the
pandemic and a $14 million decline in the provision for credit losses.

The “All Other” category reflects other activities of the Company that are not directly
attributable to the reported segments. Reflected in this category are the amortization of core deposit
and other intangible assets from the acquisitions of financial institutions, distributions from BLG,
merger-related expenses related to acquisitions (when incurred) and the net impact of the Company’s
allocation methodologies for internal transfers for funding charges and credits associated with the
earning assets and interest-bearing liabilities of the Company’s reportable segments and the provision
for credit losses. The “All Other” category also includes trust income of the Company that reflects
the ICS and WAS business activities. The various components of the “All Other” category resulted
in a net loss of $24 million and $523 million in 2021 and 2020, respectively. As compared with 2020,
the lower net loss in 2021 resulted from a $795 million decrease in the provision for credit losses, the
favorable impact from the Company’s allocation methodologies for internal transfers for funding
charges and credits associated with earning assets and interest-bearing liabilities of the Company’s
reportable segments, and increased trust income. Those favorable factors were partially offset by
higher professional services expenses and increased personnel-related costs. The net loss in 2020 as
compared with 2019’s net income of $11 million resulted from a $476 million increase in the
provision for credit losses, the unfavorable impact from the Company’s allocation methodologies for
internal transfers for funding charges and credits associated with earning assets and interest-bearing
liabilities of the Company’s reportable segments, and a $29 million increase in outside data
processing and software costs. Those unfavorable factors were partially offset by a $112 million
decrease in professional and other outside services, a $49 million decrease in accruals for legal
matters, the impact of a $48 million charge from the sale of an affiliated asset manager during 2019,
higher trust income of $29 million, and increased income from BLG of $16 million.

Recent Accounting Developments
A discussion of recent accounting developments is included in note 27 of Notes to Fmanc:al
Statements.
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Forward-Looking Statements

Management’s Discussion and Analysis of Financial Condition and Results of Operations and other
sections of this annual report contain forward-looking statements, within the meaning of the Private
Securities Litigation Reform Act of 1995. Any statement that does not describe historical or current
facts is a forward-looking statement, including statements that are based on current expectations,
estimates and projections about the Company’s business, management’s beliefs and assumptions
made by management.

Statements regarding the potential effects of the COVID-19 pandemic on the Company’s
business, financial condition, liquidity and results of operations may constitute forward-looking
statements and are subject to the risk that the actual effects may differ, possibly materially, from
what is reflected in those forward-looking statements due to factors and future developments that are
uncertain, unpredictable and in many cases beyond the Company’s control, including the scope and
duration of the pandemic, actions taken by governmental authorities in response to the pandemic, and
the direct and indirect impact of the pandemic on customers, clients, third parties and the Company.

Statements regarding the Company’s expectations or predictions regarding the proposed
transaction between M&T and People’s United also are forward-looking statements, including
statements regarding the expected timing, completion and effects of the proposed transaction as well
as M&T’s and People’s United’s expected financial results, prospects, targets, goals and outlook.
M&T provides further detail regarding the risks and uncertainties related to the proposed transaction
in its public filings, including in the “Risk Factors” section of this annual report.

Forward-looking statements are typically identified by words such as “believe,” “expect,”
“anticipate,” “intend,” “target,” “estimate,” “continue,” “positions,” “prospects” or “potential,” by
future conditional verbs such as “will,” “would,” “should,” “could,” or “may,” or by variations of
such words or by similar expressions. These statements are not guarantees of future performance and
involve certain risks, uncertainties and assumptions (“Future Factors”) which are difficult to predict.
Therefore, actual outcomes and results may differ materially from what is expressed or forecasted in
such forward-looking statements.

Future factors include risks, predictions and uncertainties relating to: the proposed transaction
between M&T and People’s United, including the factors that are described in the “Risk Factors”
section of this annual report; the impact of the COVID-19 pandemic; changes in interest rates,
spreads on earning assets and interest-bearing liabilities, and interest rate sensitivity; prepayment
speeds, loan originations, credit losses and market values on loans, collateral securing loans, and
other assets; sources of liquidity; common shares outstanding; common stock price volatility; fair
value of and number of stock-based compensation awards to be issued in future periods; the impact
of changes in market values on trust-related revenues; legislation and regulations affecting the
financial services industry, and/or M&T and its subsidiaries individually or collectively, including
tax policy; regulatory supervision and oversight, including monetary policy and capital requirements;
changes in accounting policies or procedures as may be required by the Financial Accounting
Standards Board, regulatory agencies or legislation; increasing price, product and service competition
by competitors, including new entrants; rapid technological developments and changes; the ability to
continue to introduce competitive new products and services on a timely, cost-effective basis; the
mix of products and services; containing costs and expenses; governmental and public policy
changes; protection and validity of intellectual property rights; reliance on large customers;
technological, implementation and cost/financial risks in large, multi-year contracts; the outcome of
pending and future litigation and governmental proceedings, including tax-related examinations and
other matters; continued availability of financing; financial resources in the amounts, at the times and
on the terms required to support M&T and its subsidiaries’ future businesses; and material differences
in the actual financial results of merger, acquisition and investment activities compared with M&T's
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initial expectations, including the full realization of anticipated cost savings and revenue
enhancements.

These are representative of the Future Factors that could affect the outcome of the forward-
looking statements. In addition, such statements could be affected by general industry and market
conditions and growth rates, general economic and political conditions, either nationally or in the
states in which M&T and its subsidiaries do business, including interest rate and currency exchange
rate fluctuations, changes and trends in the securities markets, and other Future Factors. Forward-
looking statements speak only as of the date they are made and the Company assumes no duty to
update forward-looking statements.
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Table 23

QUARTERLY TRENDS
2021 Quarters 2020 Quarters
Fourth Third Second First Fourth Third Second First
Earnings and dividends
Amounts in thousands, except per share
Interest income (taxable-equivalent basis) ..............ccc..... $962,081 996,649 974,090 1,020,695 1,042,862 1,005,180 1,036,476 1,125,482
Interest expense ......... 24,725 25,696 28,018 35,567 49,610 58,066 75,105 143,614
Net i income 937,356 970,953 946,072 985,128 993,252 947,114 961,371 981,868
Less: provision for credit losses ... (15,000) (20,000) (15,000) (25,000) 75,000 150,000 325,000 250,000
Other i 578,637 569,126 513,633 505,598 551,250 520,561 487,273 529,360
Less: other expense.......... 927,500 899,334 865,345 919,444 845,008 826,774 807,042 906,416
Income before income taxes .. 603,493 660,745 609,360 596,282 624,494 490,901 316,602 354,812
Applicable income taxes . 141,962 161,582 147,559 145,300 149,382 114,746 71,314 80,927
Taxable-equivalent adjustment 3,563 3,703 3,732 3,733 3,972 4,019 4,234 5,063
Netincome ........... . $457,968 495,460 458,069 447,249 471,140 372,136 241,054 268,822
Net i available to shareholders-diluted...... $434,171 475,961 438,759 428,093 451,869 353,400 223,099 250,701
Per common share data
Basic earnings $ 337 3.70 341 333 3.52 275 1.74 1.93
Diluted eamings 337 3.69 341 333 3.52 2.75 1.74 1.93
Cash dividends......... $ 120 1.10 1.10 110 1.10 1.10 1.10 1.10
Average ¢ shares ding
Basic 128,698 128,689 128,671 128,537 128,303 128,285 128,275 129,696
Diluted .......... 128,888 128,844 128,842 128,669 128,379 128,355 128,333 129,755
Performance ratios, annualized
Retumn on
Average assets 1.15 % 1.28 % 1.22 % 122 % 1.30 % 1.06 % 7 % 90 %
Average common shareholders’ equity 1091 % 12,16 % 11.55 % 11.57 % 1207 % 9.53 % 6.13 % 7.00 %
Net interest margin on average earning assets
(taxable-equivalent basis) 258 % 271 % 277 % 297 % 3.00 % 295 % 313 % 365 %
Nonaccrual loans to total loans and leases, net of
uneamed di 222 % 240 % 231 % 1.97 % 1.92 % 1.26 % 1.18 % 1.13 %
Net operating (tangible) results (a)
Net operating income (in th ds).cccennnn $475,477 504,030 462,959 457,372 473,453 375,029 243,958 271,705
Diluted net operating income per common share .............. $ 350 3.76 345 3.41 3.54 277 1.76 1.95
Annualized return on
Average tangible assets 123 % 134 % 127 % 1.29 % 1.35% 1.10 % 74 % 94 %
Average tangible common shareholders’ equity ........ 1598 % 1754 % 16.68 % 17.05 % 17.53 % 13.94 % 9.04 % 10.39 %
Efficiency ratio (b) 59.7 % 517 %__ 584 % 603 % 54.6 % 56.2 % 55.7 % 589 %
Balance sheet data
In millions, except per share
Average balances
Total assets (¢) $157,722 154,037 150,641 148,157 144,563 140,181 136,446 120,585
Total tangible assets (c) 153,125 149,439 146,041 143,554 139,958 135,574 131,836 115,972
Earning assets.. 144,420 140,420 136,951 134,355 131,916 127,689 123,492 108,226
INVESMENT SECUTTUES ...cvovviveererrrencrreeeninne 6,804 6,019 6,211 6,605 7,195 7,876 8,500 9,102
Loans and leases, net of unearned discount .. . 93,250 95,314 98,610 99,356 98,666 98,210 97,797 91,706
Deposits ........ 134,444 131,255 128,413 125,733 120,976 116,306 111,795 96,166
Common shareholders’ equity (C).......ccorvrerecrrrreenns 15,863 15,614 15,321 15,077 14,963 14,823 14,703 14,470
Tangible common shareholders’ equity (c)................ 11,266 11,016 10,721 10,474 10,358 10,216 10,093 9,857
At end of quarter
Total assets (c) $155,107 151,901 150,623 150,481 142,601 138,627 139,537 124,578
Total tangible assets (c) 150,511 147,304 146,023 145,879 137,998 134,021 134,928 119,966
Earning assets. 141,990 138,257 137,171 137,367 129,295 126,418 127,149 112,046
Investment securities 7,156 6,448 6,143 6,611 7,046 7,723 8,454 8,957
Loans and leases, net of unearned discount ............... 92,912 93,583 97,113 99,299 98,536 98,447 97,758 94,142
Deposits ........ 131,543 128,701 128,269 128,476 119,806 115,163 114,968 100,183
Common shareholders’ equity (c) 16,153 15,779 15,470 15,197 14,937 14,851 14,695 14,566
Tangible common shareholders’ equity (¢) 11,557 11,182 10,870 10,595 10,334 10,245 10,086 9,954
Equity per share 125.51 122.60 120.22 118.12 116.39 115.75 114.54 113.54
Tangible equity per share.. 89.80 86.88 84.47 82.35 80.52 79.85 78.62 77.60
(a) Excludes amortization and balances related to goodwill and core deposit and other intangible assets and merger-related expenses which, except in the calculation of the
efficiency ratio, are net of applicable income tax effects. A reconciliation of net income and net operating income appears in Table 24.
(b) Excludes impact of merger-related expenses and net securities transactions.
(c) The difference between total assets and total tangible assets, and common shareholders’ equity and tangible common shareholders' equity, represents goodwill, core
deposit and other intangible assets, net of applicable deferred tax bal Ar iliation of such bale appears in Table 24.
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Table 24

RECONCILIATION OF QUARTERLY GAAP TO NON-GAAP MEASURES

2021 Quarters 2020 Quarters
Fourth Third Second First Fourth Third Second First
1 data (in th ds, except
per share)
Net income
Net income $ 457,968 495,460 458,069 447,249 471,140 372,136 241,054 268,822
Amortization of core deposit and other
i ible assets (a) 1,447 2,028 2,023 2,034 2313 2,893 2,904 2,883
Merger-related expenses (a) .. 16,062 6,542 2,867 8,089 — — — —
Net operating income..... $ 475477 504,030 462,959 457,372 473,453 375,029 243,958 271,705
Earnings per common share
Diluted earnings per common share.................... $ 337 3.69 3.41 333 3.52 275 1.74 1.93
Amortization of core deposit and other
i ible assets (a) .01 .02 .02 .02 .02 .02 .02 .02
Merger-related exp (a) 12 .05 .02 .06 — — — —
Diluted net operating earnings per
€OMMON ShATE ....c..ccvierirniiiicerininas 3 3.50 3.76 3.45 3.41 354 277 116 _ 195
Other expense
Other expense...... $ 927,500 899,334 865,345 919,444 845,008 826,774 807,042 906,416
Amortization of core deposit and other
i TDIE BSSELS.....rvvvveveererereeeersereessesseceeseeee (1,954) (2,738) 2,7137) (2,738) (3,129) (3.914) (3,913) (3,913)
Merger-related exp . (21,190) (8,826) (3,893) (9,951) — — — —
Noninterest operating expense............o...... $ 904,356 887,770 858,715 906!755 84]!879 822,860 803,129 902,503
Merger-related expenses . )
Salaries and employee benefits......... SRR $ 112 60 4 — — — — —
Equip and net occupancy 340 1 — — — — - —
Quiside data processing and software .. 250 625 244 —_ —_ — — —
Advertising and marketing 337 505 24 — — — —_ —_
Printing, postage and suppli 186 730 2,049 — — — — —
Other costs of OPErations..........c.ccovvireenrvnunnnnes 19,965 6,905 1,572 9,951 —_ — — —
Other expense $ 21,190 8.826 3,893 9,951 — — — —
Efficiency ratio
Noninterest operating expense (numerator) ......... $ 904,356 887,770 858,715 906,755 841,879 822,860 803,129 902,503
Taxable-equivalent net interest income................ $ 937,356 970,953 946,072 985,128 993,252 947,114 961,371 981,868
Other income 578,637 569,126 513,633 505,598 551,250 520,561 487,273 529,360
Less: Gain (loss) on bank investment
securities 1,426 291 (10,655) (12,282) 1,619 2,773 6,969 20,782)
D $1,514,567 1,539,788 1,470,360 1,503,008 1,542,883 1,464,902 1,441,675 1,532,010
Efficiency ratio. 59.7% 57.7% 58.4% 60.3% 54.6% 56.2% 55.7% 58.9%
Balance sheet data (in millions)
Average assets
A assets $ 157,722 154,037 150,641 148,157 144,563 140,181 136,446 120,585
Goodwill ..... (4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593)
Core deposit and other intangible assets . (5) 7) (10) (13) (16) 19) (23) 27
Deferred taxes...... 1 2 3 3 4 S . 6 7
Average tang assets $ 153,125 149,439 146,041 143,554 139,958 135.574 131,836 115,972
Average common equity
Average total quUity ...........cocvcireeinieiiiiniieinns $ 17,613 17,109 16,571 16,327 16,213 16,073 15,953 15,720
Preferred stock (1,750) (1,495) (1,250) (1,250) (1,250) (1,250) (1,250) (1,250)
Average equity 15,863 15,614 15,321 15,077 14,963 14,823 14,703 14,470
Goodwill (4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593)
Core deposit and other intangible assets ..... (5) ) (10) 13) (16) (19) (23) @7
Deferred taxes . 1 2 3 3 4 5 6 7
Average tangibl equity $ 11,266 11,016 10,721 10,474 10,358 10,216 10,093 9,857
At end of quarter .
Total assets
Total assets $ 155,107 151,901 150,623 150,481 142,601 138,627 139,537 124,578
Goodwill (4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593)
Core deposit and other intangible assets .............. ) ) 9) (12) . (14) Qa7 21) 25)
Deferred taxes 1 2 2 3 4 4 5 6
Total tangible assets $ 150,511 147,304 146,023 145,879 137,998 134,021 134,928 119,966
Total common equity
Total equity $ 17,903 17,529 16,720 16,447 16,187 16,101 15,945 15,816
Preferred stock (1,750) (1,750) (1,250) (1,250) (1,250) (1,250) (1,250) (1,250)
Common eqUItY........ooooerninnicine s 16,153 15,779 15,470 15,197 14,937 14,851 14,695 14,566
Goodwill (4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593) (4,593)
Core deposit and other intangible assets .............. (4) 6) 9) 12) (14) 17) @) (25)
Deferred taxes 1 2 2 3 4 4 5 6
Total tangibl equity $ 11,557 11,182 10,870 10,595 10,334 10,245 10,086 9,954

(a) After any related tax effect.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

Incorporated by reference to the discussion contained in Part II, Item 7, “Management’s Discussion
and Analysis of Financial Condition and Results of Operations,” under the captions “Liquidity,
Market Risk, and Interest Rate Sensitivity” (including Table 21) and “Capital.”

Item 8. Financial Statements and Supplementary Data.

Financial Statements and Supplementary Data consist of the financial statements as indexed and
presented below and Table 23 “Quarterly Trends” presented in Part 11, Item 7, “Management’s
Discussion and Analysis of Financial Condition and Results of Operations.” '

Index to Financial Statements and Financial Statement Schedules

Report on Internal Control Over Financial Reporting ..........ccccooeeviinieninncniinicieeieieieecenne 121
Report of Independent Registered Public Accounting Firm......c.coocoeveeinncicnnnninnecneceene 122
Consolidated Balance Sheet — December 31, 2021 and 2020........cccceeeviiiiiieeiiieniirenneeee e 125
Consolidated Statement of Income — Years ended December 31, 2021, 2020 and 2019 ........... 126
Consolidated Statement of Comprehensive Income — Years ended December 31, 2021, 2020
< ANA 2019 <o e ettt e e b ekt e b e e a b et e b et esa e sat et et eaeetees 127
Consolidated Statement of Cash Flows — Years ended December 31, 2021, 2020 and 2019.... 128
Consolidated Statement of Changes in Shareholders’ Equity — Years ended December 31,

2021, 2020 @nd 2009....cceii ettt ettt et et e bt et ettt et e e e e neeen 129
Notes to Financial StatemMents........cocevuiruierieiieriieciircterrrereeteerteesreesre s e seaeseeesaeesreesseeneesanne 130
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Report on Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial
reporting at M&T Bank Corporation and subsidiaries (“the Company). Management has assessed
the effectiveness of the Company’s internal control over financial reporting as of December 31, 2021
based on criteria described in “Internal Control — Integrated Framework (2013)” issued by the
Committee of Sponsoring Organizations of the Treadway Commission. Based on that assessment,
management concluded that the Company maintained effective internal control over financial
reporting as of December 31, 2021.

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

M&T BANK CORPORATION

D 7 o

René F. Jones
Chairman of the Board and Chief Executive Officer

N

Darren J. King
. Executive Vice President and Chief Financial Officer
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Report of Independent Registered Public Accounting Firm

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

Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheets of M&T Bank Corporation and its
subsidiaries (the “Company”) as of December 31, 2021 and 2020, and the related consolidated
statements of income, of comprehensive income, of changes in shareholders' equity and of cash flows
for each of the three years in the period ended December 31, 2021, including the related notes
(collectively referred to as the “consolidated financial statements™). We also have audited the
Company's internal control over financial reporting as of December 31, 2021, based on criteria
established in Internal Control - Integrated Framework (2013) issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO).

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of the Company as of December 31, 2021 and 2020, and the results of
its operations and its cash flows for each of the three years in the period ended December 31, 2021 in
conformity with accounting principles generally accepted in the United States of America. Also in
our opinion, the Company maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2021, based on criteria established in Internal Control -
Integrated Framework (2013) issued by the COSO.

Change in Accounting Principle

As discussed in Note 1 to the consolidated financial statements, the Company changed the manner in
which it accounts for the allowance for credit losses as of January 1, 2020.

Basis for Opinions

The Company's management is responsible for these consolidated financial statements, for
maintaining effective internal control over financial reporting, and for its assessment of the
effectiveness of internal control over financial reporting, included in the accompanying
management’s Report on Internal Control Over Financial Reporting. Our responsibility is to express .
opinions on the Company’s consolidated financial statements and on the Company's internal control
over financial reporting based on our audits. We are a public accounting firm registered with the
Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be
independent with respect to the Company in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require
that we plan and perform the audits to obtain reasonable assurance about whether the consolidated
financial statements are free of material misstatement, whether due to error or fraud, and whether
effective internal control over financial reporting was maintained in all material respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks
of material misstatement of the consolidated financial statements, whether due to error or fraud, and
performing procedures that respond to those risks. Such procedures included examining, on a test
basis, evidence regarding the amounts and disclosures in the consolidated financial statements. Our
audits also included evaluating the accounting principles used and significant estimates made by
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management, as well as evaluating the overall presentation of the consolidated financial statements.
Our audit of internal control over financial reporting included obtaining an understanding of internal
control over financial reporting, assessing the risk that a material weakness exists, and testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk. Our
audits also included performing such other procedures as we considered necessary in the
circumstances. We believe that our audits provide a reasonable basis for our opinions.

Definition and Limitations of Internal Control over Financial Reporting

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

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

Critical Audit Matters -

The critical audit matter communicated below is a matter arising from the current period audit of the
consolidated financial statements that was communicated or required to be communicated to the
audit committee and that (i) relates to accounts or disclosures that are material to the consolidated
financial statements and (ii) involved our especially challenging, subjective, or complex judgments.
The communication of critical audit matters does not alter in any way our opinion on the
consolidated financial statements, taken as a whole, and we are not, by communicating the critical
audit matter below, providing a separate opinion on the critical audit matter or on the accounts or
disclosures to which it relates.

Allowance for Credit Losses — Adjustments to model forecasts

As described in Notes 1 and 5 to the consolidated financial statements, the Company’s allowance for
credit losses of $1.5 billion reflects management's expected credit losses in the loan and lease
portfolio of $92.9 billion as of December 31, 2021. For purposes of determining the level of the
allowance for credit losses, management evaluates the Company’s loan and lease portfolio by type.
Management utilizes statistically developed models to project principal balances over the remaining
contractual lives of the loan portfolios and to determine estimated credit losses through a reasonable
and supportable forecast period. Model forecasts may be adjusted for inherent limitations or biases
that have been identified through independent validation and back-testing of model performance to
actual realized results. Management also considered the impact of portfolio concentrations, changes
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in underwriting practices, product expansions into new markets, imprecision in its economic
forecasts, geopolitical conditions and other risk factors that might influence the loss estimation
process.

The principal considerations for our determination that performing procedures relating to the
allowance for credit losses, specifically certain adjustments to model forecasts, is a critical audit
matter are (i) the significant judgment by management in determining the adjustments to model
forecasts, which in turn led to a high degree of auditor judgment and subjectivity in performing
procedures related to management’s determination of these adjustments to model forecasts, (ii) the
significant audit effort in evaluating the audit evidence related to these adjustments to model
forecasts, and (iii) the audit effort involved the use of professionals with specialized skill and
knowledge.

Addressing the matter involved performing procedures and evaluating audit evidence in connection
with forming our overall opinion on the consolidated financial statements. These procedures included
testing the effectiveness of controls relating to the Company’s allowance for credit losses estimation
process, including controls relating to the allowance for credit losses estimation process for certain
adjustments to model forecasts. These procedures also included, among others, testing management’s
process for determining the allowance for credit losses and these adjustments to model forecasts,
including evaluating the appropriateness of management’s methodology, testing the data utilized by
management and evaluating the reasonableness of significant assumptions relating to these
adjustments to model forecasts. Evaluating significant assumptions relating to these adjustments to
model forecasts involved evaluating portfolio composition and concentration, as well as relevant
market data. Professionals with specialized skill and knowledge were used to assist in evaluating the
appropriateness of management’s methodology and the reasonableness of significant assumptions
relating to these adjustments to model forecasts.

?MMW e

Buffalo, New York
February 16, 2022

We have served as the Company’s auditor since 1984.

124



M&T BANK CORPORATION AND SUBSIDIARIES
Consolidated Balance Sheet

December 31,
(Dollars in thousands, except per share) 2021 — 2020
Assets ____ _ i N _ : — |
Cash and due frOM DANKS ............coiviioviiieiireie ettt ettt eesi st esssneasars st st saea s sn e s anse $ 1,337,577 $ 1,552,743
Interest-bearing deposits at banks . o 41,.872,304_~_ 23,663 810]
TEAAINE ACCOUNT.........ocveeceiseeeeeiseeite et ee ettt st et s te e e e et b et e s sa st 468,031 1,068,581
Investment securities (includes pledged securities that can be sold or repledged of : L :
L$96,128 at December 31, 2021; $105,136 at December 31, 2020) L —
Auvailable for sale (cost: $3,849,347 at December 31, 2021;
$4,621,027 at December 31,2020) .....oooovvossoivissennnc e 3,955,804 4,822,606
Held to matumy (fair value: $2,771,290 at December 3I 2021, . .
L 51,842,281 at December 31, 2020) ........cooiiiiiiiiiiiii s 2,734,674 1,748,989
Equlty and other securities (cost: $461,516 at December 31, 2021;
$449,008 at December 31,2020) ....ooovooooiiiisinience 465382 474,102
i Total investment securities............ R o 7155860 . 7.045,697
Loans and 1€aSES..............c.ooovvveirrariereiieeciieeiceiicieeeienianne 93,136,678 98,875,788
[ Uneamed discount ... CR R T (22436)_____ (339,921)
Loans and leases, net of unearned discount .. 92,912,452 98,535,867
| Allowance for credit losses................... O RO et . (1,469,226) ___(1,736,387)
L0aNS ANA TEASES, MET .........eivitieeieseieiiteeeeee st e eeeeteseestceteeeeteeseenteicatesieetssinsssetsnnsscessaassn sz s aes 91443226 96,799,480
Premises and equipment...... e 1,144,765 1,161,558]
GOOBWIIL ..o es et e et st s ec et et esc s eaneasisescmtensassh e b en s b es e ss e et ne s 4,593,112 4,593,112
Core deposit and Other iNEANEIDIE ASSELS...........ovecueeerreemnrirerriioefeeereaemeeeemeeeseecnsasresnessreeences . 3,998 14,165
Accrued interest and other assets ............................................. 7,088,287 —_— 6,701,959
[ TOMAL SSOTS (v roooooosoeor oo e _$155,107,160 __ $142,601,105 ]
Liabilities
Noninterest-bearing depOSItS..........o.vvoiiivricirireeereereccnit e Fer e ._'__$_60,13l,480__,_$_'_47,572,884_|
Savings and interest-checking deposits ... 68,603,966 67,680,840
TAMIE GEPOSIES -rorrrrro oo ooomoeeeooeeo oo oo oo 2,807,963 3.899,910]
Deposits at Cayman Is1ands 0ffice ... - 652,104
I Total deposits ...........ccc.o.... e 131543409 ___ 119,805,738 }
SHOFT-TEITN DOITOWINES ..o ittt ch ettt eh e ee et es ettt 47,046 59,482
TACCTUEd INErest AN OthEr ADIIIIES ...........cvevereeeeeeeerrsseeererieensieseeeeeesies s ssesssssssens s ssssseseseessenees 2,127,931 __, 2,166 40_9]
LONG-tErM DOFTOWINES ..ottt eb st 3485369 4,382,193
| Total HADIITIES . .......oo ittt ot sb b 137,203,755 __ 126,413,822 ]
Shareholders' equity
Preferred stock, $1.00 par, 1,000,000 shares authorized,
Issued and outstanding: Liquidation preference of $1,000 per share: 350,000
shares at December 31, 2021 and December 31, 2020; Liquidation preference of
$10,000 per share: l40 000 shares at December 31, 2021 and 90,000 shares at . ’
December 31, 2020 ..........ovoriericri i - 1,750,000 1,250,000 |
Common stock, $.50 par, 250, 000,000 shares authorized,
159,741,898 shares issued at December 31, 2021 and December 31,2020.............ooooiviiccians 79,871 79.871
Common stock issuable, 15,769 shares at December 31, 2021; '
L18 113 shares at December 31, 2020 et 1,212 1,344 |
Additional paid-in capital................. . 6,635,000 6,617,404
Retained €amings..............rorrrrr SO SO A .. 14,646448 __ 13,444,428}
Accumulated other comprehensive income (l0SS), NEt ..o (m SQ) (63,032)
Treasury stock — common, at cost — 31,052,845 shares at December 31,2021 )
L31 426,742 shares at December 31, 2020. et e . (5,081,548) __  (5,142,732)
Total shareholders’ EQUITY oot 17,903,405 16,187,283
] ~_Total liabilities and shareholders’ equity ..........c.ccccconconncen. e el $155,107,160 ___ $142,601,105 ]

See accompanying notes to financial statements.
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M&T BANK CORPORATION AND SUBSIDIARIES
Consolidated Statement of Income

Year Ended December 31

(In thousands, except per share) 2021 2020 2019
Interest income ) )
Loans and leases, including fees ..........cccccoooeiiiiecieeceireceneeenes s $ 3,748,988  $ 3,975,053 $ 4,442,182
Investment securities
141,046 176,469 288,532
116 183 321
47,491 32,956 141,397
1,143 8,051 7,161

3,938,784 4,192,712 4,879,593

Interest expense
Savings and interest-checking deposits..........c.ccveeciiniiiininiccince, 32,998 146,701 368,003

Time deposits .........cccoevveviiiiiiiiniins 18,635 66,280 95,426
Deposits at Cayman Islands office ... 201 4,054 21,917
ShOrt-term DOITOWINES ....c.eeviiiieieieeieieeeeeiee et sre e 7 28 24,741
Long-term BOITOWINES......c.coriiriiiiiiieneereniceret et 62,165 109,332 239,242
Total interest expense 114,006 326,395 749,329
Net IRLereSt INCOME......................ccooeieeeaeieeiceeeete e eee e 3,824,778 3,866,317 4,130,264
Provision for credit [0SSeS ........cooocvnrereecnne e ezt (75.,000) 800,000 176,000
Net interest income after provision for credit 10SS€S .........cccovverccrnnne 3,899,778 3,066,317 3,954,264
Other income
Mortgage banking reVENUES ............ccccourrrierieinrcircreeecee e 571,329 566,641 457,770
Service charges on deposit aCCOUNtS ..........ccccoiiiiiiiiniciininciecc e 402,113 370,788 432,978
TIUSE INCOME.....cviiiiiiiiiiiiitieecet ettt sre e e s e e aneseraae s r e e s esbeeasreen 644,716 601,884 572,608
Brokerage services income 62,791 47,428 48,922
Trading account and foreign exchange gains ...........cco.ooeniicicincncnnene 24,376 40,536 62,044
Gain (loss) on bank investment SECUTITIES ..........veevccrermnerenecinceinneneons (21,220) 9,421) 18,037
Other revenues from operations 482,889 470,588 469,320
Total Other INCOME ........ociiiiiieeee e 2,166,994 2,088,444 2,061,679
Other expense
Salaries and employee benefits .........cccoooveieieniinnniiiii 2,045,677 1,950,692 1,900,797
Equipment and Net OCCUPANCY ........coveviriererieieireneenriereerereseeeeeeseseenenne 326,698 322,037 324,079
Outside data processing and software 291,839 258,480 229,731
FDIC aSSESSIMENLS .......oeiiiviieiiiiieieiieeieeetre e e esebeseinee s eee e sseeeseseeeneas 69,704 53,803 41,535
Advertising and Marketing ........cccoovvvveenierinenii e 64,428 61,904 93,472
Printing, postage and supplies.........c..ccccevenecnicnicnnrccnenee 36,507 39,869 39,893
Amortization of core deposit and other intangible assets.... 10,167 14,869 19,490
Other costs 0f OPErations...........ccecvererirenecneene e 766,603 683,586 819,685
Total Other EXPENSE.......cccviiiiieiireeiieirece e 3,611,623 3,385,240 3,468,682
INCOME DEfOre tAXES ...c.veovveeeiiiiiiecieeee et e e 2,455,149 1,769,521 2,547,261
Income taxes 596,403 416,369 618,112

Net income $ 1,858,746  $ 1,353,152 $ 1,929,149

Net income available to common shareholders
$ 1,776,977  $ 1,279,066 $ 1,849,509
1,776,987 1,279,068 1,849,511

$ 13.81 § 994 13.76
13.80 9.94 13.75

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

Consolidated Statement of Comprehensive Income

Year Ended December 31

(In thousands) 2021 2020 2019
Net inCOME:.. 2 cemuureererrreeerrene Ceereeeehenieenesens e sessese s __$1,858,746__$1,353,152 __$1,929,149 ]
Other comprehensive income (loss), net of tax and
reclassification adjustments: : .
[ Net unrealized gains (losses) on investment securities ... ........c....... (66,977) 107,222 184,906 |
Cash flow hedges adjustments ..........cocociviiiiieniiiiiiiiiieeen s (210,626) 172,787 108,520
| --_Foreign currenc;/?t;;nslation adjustments.. . .c.occevieniviennniiies : (862) 2,284 ],m
__Defined benefit plans liability adjustments ................cooooovnonnns 213,919 ___ (138,645) (81,116)
] Total other comprehensive income (10Ss) ......cececeene. e, — (64,546)_ 143,648 __ . 213,401}
Total comprehensive iNCOME ...........ccciviiiimiencieinecenc e $1,794,200 $1,496,800 $2,142,550

See accompanying notes to financial statements.
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M&T BANK CORPORATION AND SUBSIDIARIES
Consolidated Statement of Cash Flows

(In thousands)
Cash flows from operating activities
Netincome.........ovveccuniicciicnrceceennns OO SOOI
Adjustments to reconcile net income to net cash provided by operating activities
Provision for credit losses
Depreciation and amortization of premises and equipment.
Amortization of capitalized servicing rights............c..c.ccceoe...
Amortization of core deposit and other intangible assets ....
Provision for deferred income taxes
Asset write-downs
Net gain (loss) on sales of assets ...
Net change in accrued interest receivable, payable ...
Net change in other accrued income and expense
Net change in loans originated forsale .................
Net change in trading account assets and liabilities
Net cash provided by operating activities
Cash flows from investing activities
Proceeds from sales of investment securities
Available fOr SAle ..ot
Equity and 0ther SECUNTIES ..............civiiirireiiii et
Proceeds from maturities of investment securities
Available for sale......
Held to maturity ...
Purchases of investment securities
Available for sale ..
Held to maturity ....
Equity and other securities ..
Net (increase) decrease in loans and leases
Net (increase) decrease in interest-bearing deposits at banks ..
Capital expenditures, net
Net increase in loan servicing advances
Other, Net ... .
Net cash provided (used) by investing activities .............c.cocviirieiiiinicncice e
Cash flows from financing activities
Net increase in deposits
Net decrease in short-term borrowings.
Proceeds from long-term borrowings ...
Payments on long-term borrowings
Purchases of treasury stock
Dividends paid — common....
Dividends paid — preferred ...
Proceeds from issuance of Series | and G preferred stock .
Redemption of Series A and C preferred stock.............
(011111 201 SO OO
Net cash provided (used) by financing activities
Net increase (decrease) in cash, cash equivalents and restricted cash....
Cash, cash equivalents and restricted cash at beginning of period..
Cash, cash equivalents and restricted cash at end of period

Supplemental disclosure of cash flow information
Interest received during the PEriod ...t s eb et
Interest paid during the period
Income taxes paid during the period..
Supplemental schedule of noncash investing and financing activities
Real estate acquired in settlement of loans
Loans held for sale transferred to loans held for investment...
Securitization of residential mortgage loans allocated to
Available-for-sale investment securities
Capitalized servicing rights
Adoption of lease accounting standard
Right-of-use assets
Other liabilities
Additions to right-of-use assets under operating leases ....

Year Ended December 31

2021 2020 2019
$ 1858746 $ 1353152 $ 1929,149
(75,000) 800,000 176,000
224,274 220,598 209,937
89,767 84,821 71,888
10,167 14,869 19,490
87,159 (31,291) 57,548
8,431 21,014 7,701
(10,308) (19,441) 31,526
65,724 (132,252) 30,923 |
52,540 (418,752) 75,930
(163,623) (542,078) 130,230
567,082 (561,453) (382,767)
2,714,959 789,187 2,357,555
- - 107
17,654 67,036 1,169,876
1,433,793 1,614,557 2,621,603
615,201 911,555 1,162,820
(677,916) (7.581) (28,120)
(1,601,698) (11,993) (495,277)
(30,153) (29,004) (979,734)
5,676,670 (7,231,694) (2,795,263)
(18,208494)  (16,473,656) 915,043
(149,213) (172,289) (178,049)
(197,141) (754,823) (470,078)
(510,302) 67411 (195921)
(13,631,599) _(22,020,481) 727,007
11,737,671 25,037,167 4,616,082
(12,436) (2,881) (4,336,015)
9,500 — —
(853,091) (2,665,023) (1,553,493)
— (373,750) (1,349,785)
(580,260) (568,112) (552,138)
(68,200) (68,256) (67,454)
495,000 — 396,000
_ — (381,500)
(26,710) (11,413) (25,393)
10,701,474 21,347,732 (3,253,696)
(215,166) 116,438 (169,134)
1,552,743 1,436,305 1,605,439
$ 1337577 § 1552743 S 1436305
$ 3976804 $ 4135990 $ 4,892,301
139,164 372,291 735,787
314,295 275,558 320,513
$ 8851 $ 20646 $ 90072
330,188 — —
$ — s — 8 5,379
- — 83
$ — s — $ 393877
— — 398,810
$ 57760 $ 70754 $ 132219

See accompanying notes to financial statements.
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M&T BANK CORPORATION AND SUBSIDIARIES
Consolidated Statement of Changes in Shareholders’ Equity

Accumulated
Other
Common Additional Comprehensive
Preferred Common  Stock Paid-in Retained Income Treasury

Dollars in thousands, except per share___ Stock Stock Issuable ._Capital Earnings (Loss), Net Stock . Total
2019 . : : -
Balance — January 1, 2019.... $1,231,500 79,383 1,726 6,579,342 11,516,672 (420,081) (3 528 851) $15,460,191
Total comprehensive income.. - — . T/1.929,149 213,401 — T 2.142.550]
Préferrgd stock cash dividends ... - — — — (72,482) — — (72,482)
Redemption of Series A and Series C . . - : —
L preferred Stock..........oooorivriiirnniseres v (381,500) — — — = i — — (381,500),
Issuance of Series G preferred stock.. 400,000 — — (4,000) — — — 396,000
Purchases of treasury stock .................. — = = = — — (1,349,785) . (1,349,785)
Stock-based compensation

transactions, Net..........cooococovrorereerenn. — (12)____(160) 18,197 (207) — 56,073 73,891
Common stock cash dividends — - . - »
| $4.10 per share ...., o b —. —. — . (552216) . - ° — — (552,216)
Balance — December 31, 2019.. $1,250,000 79,871 1,566 6,593,539 12,820,916 (206 680) _(4,822,563) 815 $15,716.649
2020 ' - |
Cumulative effect of change in

accounting principle — credit

, = — — —  (91925) — = (91925)

Total comprehensive incom: - — — o= 1,353,152 143,648 — 1,496,800 |
Preferred stock cash dividends — — — — (68,228) — — (68,228)
Purchases of treasury stock ................... — — — — — — (373,750) ___.(373,750)
Stock-based compensation

transactions, Met.............coeevevinnnnns — — (222) 23,865 (Q_I_L) — 53,581 76,813
Common stock cash dwndends — .
[ $4.40 per share - _ — —. — — ___(569,076) — . __(569,076)
Balance — December 31, 2020 $1,250,000 79,871 1344 6,617,404 13,444,428 (63 (g)_(s_ 142,732) $16,187,283
2021 .
Total comprehensive income : — — — — _ 1,858,746 (64,546) — 1 794 200
Preferred stock cash dividends ... . — — — — (72915) _ = = (72 915) :
Issuance of Series | preferred stock...... 500,000 — — (5,000) — — — 495,000
Stock-based compensation : .
Ltransactlons {11 SO - — — (132) ____ 22,596 .._(844) = 61,184 82,804 )
Common stock cash dividends —

$4.50 per share — — — —___(582,967) — (582,967)
Balance — December 31, 2021.. __$1,750,000 _ 79,.871° 1,212 6,635,000 . 14,646,448 (127, 578) (5,081 548) $17,903,405 |

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

1. Significant accounting policies

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

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

Consolidation

The consolidated financial statements include M&T and all of its subsidiaries. All significant
intercompany accounts and transactions of consolidated subsidiaries have been eliminated in
consolidation. The financial statements of M&T included in note 26 report investments in
subsidiaries under the equity method. Information about some limited purpose entities that are
affiliates of the Company but are not included in the consolidated financial statements appears in
note 20.

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

Securities purchased under agreements to resell and securities sold under agreements to
repurchase

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

Trading account

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

Investment securities

Investments in debt securities are classified as held to maturity and stated at amortized cost when
management has the positive intent and ability to hold such securities to maturity. Investments in
other debt securities are classified as available for sale and stated at estimated fair value with
unrealized changes in fair value included in “accumulated other comprehensive income (loss), net.”
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Investments in equity securities having readily determinable fair values are stated at fair value and
unrealized changes in fair value are included in earnings. Investments in equity securities that do not
have readily determinable fair values are stated at cost minus impairment, if any, plus or minus
changes resulting from observable price changes in orderly transactions for the identical or a similar
investment of the same issuer. Amortization of premiums and accretion of discounts for investment
securities available for sale and held to maturity are included in interest income.

Other securities are stated at cost and include stock of the Federal Reserve Bank of New York
and the Federal Home Loan Bank (“FHLB”) of New York.

Beginning in 2020 GAAP requires an allowance for credit losses be deducted from the
amortized cost basis of financial assets, including investment securities held to maturity, to present
the net carrying value at the amount that is expected to be collected over the contractual term. In
cases where fair value of an available for sale debt security is less than its amortized cost basis and
the Company does not intend to sell the available for sale debt security and it is not more likely than
not that the Company will be required to sell the security before recovery of the amortized cost basis,
the difference between the fair value and the amortized cost basis is separated into (a) the amount
representing the credit loss and (b) the amount related to all other factors. The amount related to the
credit loss is recognized as an allowance for credit losses while the amount related to other factors is
recognized in other comprehensive income, net of applicable income taxes. If the Company intends
to sell the security or it is more likely than not to be required to sell the security before recovery of
the amortized cost basis, the security is written down to fair value with the entire amount recognized
in earnings. Subsequently, the Company accounts for the debt security as if the security had been
purchased on the measurement date of the write down at an amortized cost basis equal to the
previous amortized cost basis less the amount of the write down recognized in earnings. Prior to 2020
individual debt securities were written down through a charge to earnings when declines in value
below the cost basis of the security were considered other than temporary. Realized gains and losses
on the sales of investment securities are determined using the specific identification method.

Loans and leases
The Company’s accounting methods for loans depends on whether the loans were originated or

acquired by the Company.

Originated loans and leases

Loan fees and certain direct loan origination costs are deferred and recognized as an interest yield
adjustment over the life of the loan. Net deferred fees have been included in unearned discount as a
reduction of loans outstanding. Interest income on loans is accrued on a level yield method. Loans
are placed on nonaccrual status and previously accrued interest thereon is charged against income
when it is probable that the Company will be unable to collect all amounts according to the
contractual terms of the loan agreement or when principal or interest is delinquent 90 days. Certain
loans greater than 90 days delinquent continue to accrue interest if they are well-secured and in the
process of collection. Loans less than 90 days delinquent are deemed to have an insignificant delay in
payment and generally continue to accrue interest. Interest received on loans placed on nonaccrual
status is generally applied to reduce the carrying value of the loan or, if principal is considered fully
collectable, recognized as interest income. Nonaccrual commercial loans and commercial real estate
loans are returned to accrual status when borrowers have demonstrated an ability to repay their loans
and there are no delinquent principal and interest payments. Loans secured by residential real estate
are returned to accrual status when they are deemed to have an insignificant delay in payments of 90
days or less. Consumer loans not secured by residential real estate are returned to accrual status when
all past due principal and interest payments have been paid by the borrower. Loan balances are
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charged off when it becomes evident that such balances are not fully collectable. For commercial
loans and commercial real estate loans, charge-offs are recognized after an assessment by credit
personnel of the capacity and willingness of the borrower to repay, the estimated value of any
collateral, and any other potential sources of repayment. A charge-off is recognized when, after such
assessment, it becomes evident that the loan balance is not fully collectable. For loans secured by
residential real estate, the excess of the loan balances over the net realizable value of the property
collateralizing the loan is charged-off when the loan becomes 150 days delinquent. Consumer loans
are generally charged-off when the loans are 91 to 180 days past due, depending on whether the loan
is collateralized and the status of repossession activities with respect to such collateral.

During the normal course of business, the Company modifies loans to maximize recovery
efforts. If a borrower is experiencing financial difficulty and a concession to the terms of the loan
agreement is granted that the Company would not otherwise consider, the modification is considered
a troubled debt restructuring and such loans are classified as either nonaccrual or renegotiated loans.
Due to the direct and indirect effects of the Coronavirus Disease 2019 (“COVID-19") pandemic, a
dramatic reduction in economic activity severely hampered the ability for businesses and consumers
to meet their repayment obligations. The Coronavirus Aid, Relief, and Economic Security Act and
the Consolidated Appropriations Act, 2021 (collectively “CARES Act”), in addition to providing
financial assistance to both businesses and consumers, created a forbearance program for federally-
backed mortgage loans, protected borrowers from negative credit reporting due to loan
accommodations related to the pandemic, and provided financial institutions the option to
temporarily suspend certain requirements under GAAP related to troubled debt restructurings to
account for the effects of COVID-19. The bank regulatory agencies likewise issued guidance
encouraging financial institutions to work prudently with borrowers who were unable to meet their
contractual payment obligations because of the effects of COVID-19. The guidance, with
concurrence of the Financial Accounting Standards Board, and provisions of the CARES Act
allowed modifications made on a good faith basis in response to COVID-19 to borrowers who were
current with their payments prior to any relief, to not be treated as troubled debt restructurings nor be
reported as past due. Modifications included payment deferrals (including maturity extensions),
covenant waivers and fee waivers. The Company worked with its customers affected by COVID-19
and granted modifications across many of its loan portfolios. To the extent that such modifications
met the criteria described, the modified loans were not classified as troubled debt restructurings nor
reported as past due.

Commitments to sell real estate loans are utilized by the Company to hedge the exposure to
changes in fair value of real estate loans held for sale. The carrying value of hedged real estate loans
held for sale recorded in the consolidated balance sheet includes changes in estimated fair value
during the hedge period, typically from the date of close through the sale date. Valuation adjustments
made on these loans and commitments are included in “mortgage banking revenues.”

Acquired loans and leases

Beginning in 2020, expected credit losses for purchased loans with credit deterioration are initially
recognized as an allowance for credit losses and are added to the purchase price to determine the
amortized cost basis of the loans. Any non-credit discount or premium resuiting from acquiring such
loans is recognized as an adjustment to interest income over the remaining lives of the loans.
Subsequent changes in the amount of expected credit losses on such loans are recognized in the
allowance for credit losses in the same manner as originated loans. Prior to 2020, loans acquired in a
business combination were initially recorded at fair value with no carry-over of an acquired entity’s
previously established allowance for credit losses. Purchased impaired loans represented specifically
identified loans with evidence of credit deterioration for which it was probable at acquisition that the
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Company would be unable to collect all contractual principal and interest payments. For purchased
impaired loans and other loans acquired at a discount that was, in part, attributable to credit quality,
the excess of cash flows expected at acquisition over the estimated fair value of acquired loans was
recognized as interest income over the remaining lives of the loans. Subsequent decreases in the
expected cash flows required the Company to evaluate the need for additions to the Company’s
allowance for credit losses. Subsequent improvements in expected cash flows resulted first in the
recovery of any related allowance for credit losses and then in recognition of additional interest
income over the then-remaining lives of the loans. The Company generally recognized the excess of
cash flows expected at acquisition over the estimated fair value of the acquired loans as interest
income over the remaining lives of such loans regardless of the borrower’s repayment status.

For all other acquired loans, the difference between the fair value and outstanding principal
balance of the loans is recognized as an adjustment to interest income over the lives of those loans.
Those loans are then accounted for in a manner that is similar to originated loans.

Allowance for credit losses

On January 1, 2020, the Company adopted amended accounting guidance which requires an
allowance for credit losses to be deducted from the amortized cost basis of financial assets to present
the net carrying value at the amount that is expected to be collected over the contractual term of the
asset considering relevant information about past events, current conditions, and reasonable and
supportable forecasts that affect the collectability of the reported amount. In estimating expected
losses in the loan and lease portfolio, borrower-specific financial data and macro-economic
assumptions are utilized to project losses over a reasonable and supportable forecast period.
Assumptions and judgment are applied to measure amounts and timing of expected future cash flows,
collateral values and other factors used to determine the borrowers’ abilities to repay obligations.
Subsequent to the forecast period, the Company utilizes longer-term historical loss experience to
estimate losses over the remaining contractual life of the loans. Prior to 2020, the allowance for
credit losses represented the amount that in management’s judgment reflected incurred credit losses
inherent in the loan and lease portfolio as of the balance sheet date.

Assets taken in foreclosure of defaulted loans

Assets taken in foreclosure of defaulted loans are primarily comprised of commercial and residential
real property and are included in “other assets” in the consolidated balance sheet. An in-substance
repossession or foreclosure occurs and a creditor is considered to have received physical possession
of residential real estate property collateralizing a consumer mortgage loan upon either (1) the
creditor obtaining legal title to the residential real estate property upon completion of a foreclosure or
(2) the borrower conveying all interest in the residential real estate property to the creditor to satisfy
that loan through completion of a deed in lieu of foreclosure or through a similar legal agreement.
Upon acquisition of assets taken in satisfaction of a defaulted loan, the excess of the remaining loan
balance over the asset’s estimated fair value less costs to sell is charged-off against the allowance for
credit losses. Subsequent declines in value of the assets are recognized as “other costs of operations”
in the consolidated statement of income.

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

Capitalized servicing rights

Capitalized servicing assets are included in “other assets” in the consolidated balance sheet.
Separately recognized servicing assets are initially measured at fair value. The Company uses the
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amortization method to subsequently measure servicing assets. Under that method, capitalized
servicing assets are charged to expense in proportion to and over the period of estimated net
servicing income.

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

Sales and securitizations of financial assets

Transfers of financial assets for which the Company has surrendered control of the financial assets
are accounted for as sales. Interests in a sale of financial assets that continue to be held by the
Company, including servicing rights, are initially measured at fair value. The fair values of retained
debt securities are generally determined through reference to independent pricing information. The
fair values of retained servicing rights and any other retained interests are determined based on the
present value of expected future cash flows associated with those interests and by reference to market
prices for similar assets.

Securitization structures typically require the use of special-purpose trusts that are considered
variable interest entities. A variable interest entity is included in the consolidated financial statements
if the Company has the power to direct the activities that most significantly impact the variable
interest entity’s economic performance and has the obligation to absorb losses or the right to receive
benefits of the variable interest entity that could potentially be significant to that entity.

Goodwill and core deposit and other intangible assets

Goodwill represents the excess of the cost of an acquired entity over the fair value of the identifiable
net assets acquired. Goodwill is not amortized, but rather is tested for impairment at least annually at
the reporting unit level, which is either at the same level or one level below an operating segment.
Other acquired intangible assets with finite lives, such as core deposit intangibles, are initially
recorded at estimated fair value and are amortized over their estimated lives. Core deposit and other
intangible assets are generally amortized using accelerated methods over estimated useful lives of
five to ten years. The Company periodically assesses whether events or changes in circumstances
indicate that the carrying amounts of core deposit and other intangible assets may be impaired.

Derivative financial instruments
The Company accounts for derivative financial instruments at fair value. If certain conditions are
met, a derivative may be specifically designated as (a) a hedge of the exposure to changes in the fair
value of a recognized asset or liability or an unrecognized firm commitment, (b) a hedge of the
exposure to variable cash flows of a forecasted transaction or (c) a hedge of the foreign currency
exposure of a net investment in a foreign operation, an unrecognized firm commitment, an available-
for-sale security, or a foreign currency denominated forecasted transaction.

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

The Company utilizes commitments to sell real estate loans to hedge the exposure to changes in
the fair value of real estate loans held for sale. Commitments to originate real estate loans to be held
for sale and commitments to sell real estate loans are generally recorded in the consolidated balance
sheet at estimated fair value. Valuation adjustments made on these commitments are included in
“mortgage banking revenues.”

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

Revenue from contracts with customers

A significant amount of the Company’s revenues are derived from net interest income on financial
assets and liabilities, mortgage banking revenues, trading account and foreign exchange gains,
investment securities gains, loan and letter of credit fees, income from bank-owned life insurance,
and certain other revenues that are generally excluded from the scope of accounting guidance for
revenue from contracts with customers. For other noninterest income revenue streams, the Company
generally recognizes the expected amount of consideration as revenue when the performance
obligations related to the services under the terms of a contract are satisfied. The Company’s
contracts generally do not contain terms that necessitate significant judgment to determine the
amount of revenue to recognize.

Stock-based compensation

Compensation expense is recognized over the vesting period of stock-based awards based on
estimated grant date value, except that the recognition of compensation costs is accelerated for stock-
based awards granted to retirement-eligible employees and employees who will become retirement-
eligible prior to full vesting of the award because the Company’s incentive compensation plan allows
for vesting at the time an employee retires.

Income taxes
Deferred tax assets and liabilities are recognized for the future tax effects attributable to differences
between the financial statement value of existing assets and liabilities and their respective tax bases
and carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates and laws.
The Company evaluates uncertain tax positions using the two-step process required by GAAP.
The first step requires a determination of whether it is more likely than not that a tax position will be
sustained upon examination, including resolution of any related appeals or litigation processes, based
on the technical merits of the position. Under the second step, a tax position that meets the more-
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likely-than-not recognition threshold is measured at the largest amount of benefit that is greater than
fifty percent likely of being realized upon ultimate settlement.

The Company accounts for its investments in qualified affordable housing projects using the
proportional amortization method. Under that method, the Company amortizes the initial cost of the
investment in proportion to the tax credits and other tax benefits received and recognizes the net
investment performance in the income statement as a component of income tax expense.

Earnings per common share
Basic earnings per common share exclude dilution and are computed by dividing income available to
common shareholders by the weighted-average number of common shares outstanding (exclusive of
shares represented by the unvested portion of restricted stock and restricted stock unit grants) and
common shares issuable under deferred compensation arrangements during the period. Diluted
earnings per common share reflect shares represented by the unvested portion of restricted stock and
restricted stock unit grants and the potential dilution that could occur if securities or other contracts
to issue common stock were exercised or converted into common stock or resulted in the issuance of
common stock that then shared in earnings. Proceeds assumed to have been received on such
exercise or conversion are assumed to be used to purchase shares of M&T common stock at the
average market price during the period, as required by the “treasury stock method” of accounting.
GAAP requires that unvested share-based payment awards that contain nonforfeitable rights to
dividends or dividend equivalents (whether paid or unpaid) shall be considered participating
securities and shall be included in the computation of earnings per common share pursuant to the
two-class method. The Company has issued stock-based compensation awards in the form of
restricted stock and restricted stock units that contain such rights and, accordingly, the Company’s
earnings per common share are calculated using the two-class method.

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

2. Acquisition

On February 22, 2021, M&T announced that it had entered into a definitive agreement with People’s
United Financial, Inc. ("People’s United"), headquartered in Bridgeport, Connecticut, under which -
People’s United will be acquired by M&T in an all-stock transaction. Pursuant to the terms of the
agreement, People’s United shareholders will receive consideration valued at .118 of an M&T share
in the form of M&T common stock. People’s United outstanding preferred stock will be converted
into a new series of M&T preferred stock upon completion of the acquisition. The transaction is
valued at approximately $7.8 billion (with the price based on M&T’s closing price of $153.58 per
share as of December 31, 2021).

The merger has been approved by the boards of directors and shareholders of each company.
The merger is expected to close promptly after the parties have satisfied customary closing
conditions, including the approval of the Board of Governors of the Federal Reserve System. As of
December 31, 2021, People’s United disclosed that it had total assets of $64.6 billion, including
$37.9 billion of loans, $56.7 billion of liabilities, including $53.8 billion of deposits, and $7.9 billion
of stockholders’ equity.

In connection with the acquisition, the Company incurred merger-related expenses consisting of
professional services, including legal expenses and technology-related activities to prepare for
planned integration efforts, and printing costs associated with communications with shareholders that
totaled approximately $44 million for the year ended December 31, 2021.
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3. Investment securities

The amortized cost and estimated fair value of investment securities were as follows:

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
(In thousands)
December 31, 2021 |

Investment securities available for sale:

U.S. Treasury and federal agencies ...

Mortgage-backed securities:

e e $ 682,267 _$ 229§ 3,806_9%_678,690]

Government issued or guaranteed

................. 3,042,771 113,102 561___ 3,155,312}

Other debt SECUTTHES .........eevvereericreiiiriiniein et 124,309 _ 1,974 4,481 121,802
L 3,849,347 _ 115,305 _ 8,848 3,955,804/
Investment securities held to maturity:
U.S. Treasury and federal agencies ............cccoeevevivienernenenas -3,052 — 9 3,043}
Obligations of states and political subdivisions.................. 177 2 — 179
Mortgage-backed securities: A ]
Government issued or guaranteed ..........ccoeieiiieiiiiinnns 2,667,328 49,221 8,376 2,708,173
A R R 61,555 10,520 14,742 57,333]
Other debt SECUMTHES ....veeeeeeieireeeeeveerereeee et 2,562 —_ — 2,562
2,734,674 _ 59,743 _ 23,127 _ 2,771,290{

Total debt securities............ccceevevverenee

$6,584,.021 § 175048 § 31,975 $6,727,094

r
Equity and other securities:

594 $ 77,640

Readily marketable equity — at fair value................... $ 73,774 § 4,460 $
[ Other — at cost voovvrvvverccer o IR 387,742 _ = — 387,742}
Total equity and other SECUrities . ....o.c.ooovverriieiiiiiceennens $ 461516 % 4,460 § 594 § 465,382
_J
December 31, 2020
Investment securities available for sale: e ‘ _ ]
U.S. Treasury and federal agencies ..o $§ 9,154 § 198 $ 14 $ 9338
Mortgage-backed securities: o i
Government issued or guaranteed ..........ceevviieniinnnn, 4,475,406 208,787 755 4,683,438
L Privately iSSUed ........ccceviviruimniiviiininenc e o 16__ — — jE%
Other debt SECUIHES .......cvvvviieeierericeesccnic e 136,451 _ 1,664 8301 129814
L 4,621,027 210,649 _ 9,070 _ 4,822,606'
Investment securities held to maturity: R .
U.S. Treasury and federal agencies ..........cooevvvvinvcecnrennenn 2999 . = — _2,99@,
Qgﬁgations of states and political subdivisions................... _. 1,531 9 — 1,540
Mortgage-backed securities: e . . _ . _h__}
Government issued or guaranteed ..........oeevoiiiniccnninn, 1,664,443 100,176 11 1,764,608
LPrivately_issued .............................................................. 77,055 11,056 _ 17,938 ___ _70,273]
Other debt securities - 2,861 _ - —_ 2,861
i o 1,748989 111,241 _ 17,949 _ 1,842,281 !

Total debt securities..............ccooooeoc.

$6,370,016 § 321,890 $§ 27,019 $6,664,887

T
Equity.and other securities:

[:Other:at (01 QSRR

e -

Readily marketable equity — at fair value..................... $ 67891 § 2509 $% — § 92,985
.................................. ECRIVE — —_ 38L117)

.................................. $ 449,008 $§ 25,094 $ — $ 474,102

Total equity and other securities........
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No investment in securities of a single non-U.S. Government, government agency or
government guaranteed issuer exceeded ten percent of shareholders’ equity at December 31, 2021.

As of December 31, 2021, the latest available investment ratings of all obligations of states and
political subdivisions, privately issued mortgage-backed securities and other debt securities were:

Average Credit Rating of Fair Value Amount
Amortized  Estimated A or Bor Not
Cost Fair Value  Better BBB BB Less Rated
: (In thousands)

Obligations of states and political

SUbAIVISIONS .....oveevieieeeeeieeeeeeeiiiane $ 177 § 179 $ 179 § — ¢§ — §$§ — § —

- Privately issued mortgage-backed o j
L securities .......cc.ocomrnnnn. eeereneneersesseseesenenee 01,555 57,333 — — —. . 485__56,848]
Other debt securities 126,871 _ 124364 __6,526 51,349 32,593 _ — 33,896
Total.....cc.cccoencee. eserrersneserenneenseenencesenenneness, 5 188,603 _ $181,876 _$6,705 _$51,349 _ $32,593 _$ 485 __ $90,744'

The amortized cost and estimated fair value of collateralized mortgage obligations included in

mortgage-backed securities were as follows:
December 31
2021 2020
(In thousands)

Collateralized mortgage obligations:

AMOTHZEA COSE...ovviuviieienrieieeeeeieeeeeeceteeeeeeteeereeveestveseereeseesseereeseessensesseesense $ 61,980 $ 77,964
L_Estimated fair value.............ccoooocvesisnsoninnsssssnsssessssssseeene [ 57,763____ 71,0991

There were no significant gross realized gains or losses from sales of investment securities in
2021, 2020 or 2019. :

At December 31, 2021, the amortized cost and estimated fair value of debt securities by
contractual maturity were as follows:

Amortized Estimated
Cost Fair Value
. (In thousands)
Debt securities available for sale: i
DUE iN ONE YEar OF 1€5S .vv.vevvvierrenreeeeeeereeeereeeecveacene eeteterees s eeeereseeenreneesees i $ 6912 % 6,943
Due after one year through five Years..........coocooiiiiiiiiiiiiiciecccc e 683,983 680,@]
Due after five years through ten years ' 85,681 86,205
Due after ten YEars.......cccovveeeerceneeireerecenenrer e eneeereenns crereeeeees ereeet et reeses e 30,000 26,517 |
— 806,576 800,492
Mortgage-backed securities available for sale.............cccconirvrnnnne. s 3,042,771 ___ 3,155,312 )

_ . $ 3,849,347 _ $ 3,955,804

. .
Debt securities held to maturity:

DUE IN ONE YEAT OF LESS ....veviieieeieeteetveriereteoteetretteeteeteeeeeteeeteesasreveenrestossasnsereansesnes $ 3229  § 3,222

Due after ten Years........ccoceeverveerererseerirenssseneenas eeetreerreeee e ea—e et e e e nt e bt e e e eate et e ennean 2,562 2,562 |
[ _ 5,791 5,784 °
Mortgage-backed securities held to maturity..........cccceeeeveenne, eereenee et enaneas eeemee_____ 2,728,883 2,765,506 )

$ 2,734,674 $ 2,771,290
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A summary of investment securities that as of December 31, 2021 and 2020 had been in a
continuous unrealized loss position for less than twelve months and those that had been in a
continuous unrealized loss position for twelve months or longer follows:

Less Than 12 Months 12 Months or More
Fair Unrealized Fair Unrealized
Value Losses Value Losses
(In thousands)
December 31, 2021 . ]
Investment securities available for sale:
{U.S. Treasury.and federal agencies ........c.cccoccvneuninncn, e 5 598,566 ___$___3,806__8% —. 3 —
Mortgage-backed securities:
EGo_vernment issued or guaranteed.............c....... e 10,111 ___ 54 20,824 507_1
Other debt SECUMIES .. .cvvvivierirrereeerreriererereerroreeiaereesiresssrens 3,760 74 66419 4,407
{ ‘ . : 612437 3934 87243 4914]
Investment securities held to maturity:
U.S. Treasury and federal agencies ............. errereentenieerenaens 3,043 9 — —]
Mortgage-backed securities:
|_Government issued or guaranteed ............cocceeurcuriurirnnes 1,372,236 8,356 1,251 20
Privately issued ........c.ccocoooeniiininiiiiiiiiiin e — —___ 43,692 14,742
[ o 1,375,279 8365 44943 14,762 ]
[Total ..................................................................................... $1,987,716 _$ 12299 § 132,186 $§ 19,676
December 31, 2020
'Inyestment securities available for sale: . |
U.S. Treasury and federal agencies ............ccocececoeeciniiininnn, $ 985 § 14 3 — $ -
ﬁortgage:backed securities: J
Government issued or guaranteed .......c...cooovencieieiinnne 18,687 356 16,556 - 399
bther_debt SECUTLIES cueevenvnriricercie sttt _ 16,055 - 181 _ 63,462 _ 8,12?]
35,727 551 80,018 8,519
Investment securities held to maturity: :
Mortgage-backed securities:
L.Go\{emmcnt issued or guaranteed...........cccoevueenenne s 2,039 11 — —]
Privately issued .........ccccovviniiiimminiiiiiiice e, — — 52,418 17,938
o . 2,039 11 52,418 17,938 ]
TOLAL ettt s $ 37766 $ 562 $ 132436 $ 26,457

The Company owned 371 individual debt securities with aggregate gross unrealized losses of
$32 million at December 31, 2021. Based on a review of each of the securities in the investment
securities portfolio at December 31, 2021, the Company concluded that it expected to recover the
amortized cost basis of its investment. As of December 31, 2021, the Company does not intend to
sell nor is it anticipated that it would be required to sell any of its impaired investment securities at a
loss. At December 31, 2021, the Company has not identified events or changes in circumstances
which may have a significant adverse effect on the fair value of the $388 million of cost method
investment securities.

The Company estimated no material allowance for credit losses for its investment securities
classified as held-to-maturity at December 31, 2021 or December 31, 2020, as the substantial
majority of such investment securities are obligations backed by the U.S government or its agencies.
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At December 31, 2021, investment securities with a carrying value of $5.1 billion, including
$2.4 billion of investment securities available for sale, were pledged to secure borrowings from
various FHLBs, repurchase agreements, governmental deposits, interest rate swap agreements and
available lines of credit as described in note 9.

Investment securities pledged by the Company to secure obligations whereby the secured party
is permitted by contract or custom to sell or repledge such collateral totaled $96 million at
December 31, 2021. The pledged securities included securities of the U.S. Treasury and federal
agencies and mortgage-backed securities.

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

December 31
2021 2020
' (In thousands)
Loans ] e _j
Commercxal financial, ete. ..o $22,524,542 $26,554,486
Comm@;gal real ESTALE. ...eeeeieeiiee e eteesereressereneesennrreeesnannns 35 4]3 884 3?,728,@
Residential real €State ..........ccoovvveeriieeeiiieiieeciieeeieece e ecereeeeeeeeeeenens 16,077,275 16,786,673
CONSUMET - orvooooomreveerer s seessssensrseesseeseeeeeeeerooeseeeeoeoeresnee 17,964,331 16,558,889 |
__Total loans.................... OO OO PSP UOD IOV POU PO 92,040,032 97,628,892
Leases_ . e ‘-]
Commercial 1,096,646 _ 1,246, 896
rTotal loans and leases ..............cc.uune. reeees e 93,136,678 9_8,875,788}
Less ~_gggal_m_e_q_q1_s<5‘qqpt (224, 226) (339,921)
Lotal loans and leases, net of unearned dlscount ..................................... .. $92,912,452 $98,535,867 ;

One-to-four family residential mortgage loans held for sale were $474 million at December 31,
2021 and $777 million at December 31, 2020. Commercial real estate loans held for sale were $425
million at December 31, 2021 and $278 million at December 31, 2020.

The amount of foreclosed residential real estate property held by the Company was $24 million
and $28 million at December 31, 2021 and 2020, respectively. There were $151 million and $214
million at December 31, 2021 and 2020, respectively, in loans secured by residential real estate that
were in the process of foreclosure. Of all loans in the process of foreclosure at December 31, 2021,
approximately 44% were government guaranteed.

Borrowings by directors and certain officers of M&T and its banking subsidiaries, and by
associates of such persons, exclusive of loans aggregating less than $60,000, amounted to $113
million and $72 million at December 31, 2021 and 2020, respectively. During 2021, new borrowings
by such persons amounted to $42 million (including any borrowings of new directors or officers that
were outstanding at the time of their election) and repayments and other reductions (including
reductions resulting from individuals ceasing to be directors or officers) were $1 million.

At December 31, 2021, approximately $9.5 billion of commercial loans and leases, $11.9
billion of commercial real estate loans, $11.5 billion of one-to-four family residential real estate
loans, $1.9 billion of home equity loans and lines of credit and $10.2 billion of other consumer loans
were pledged to secure outstanding borrowings and available lines of credit from the FHLB and the
Federal Reserve Bank of New York as described in note 9.
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A su’mmary of current, past due and nonaccrual loans as of December 31, 2021 and 2020 follows:

Accruing
Loans Past
Due 90
30-89 Days Days or
Current Past Due More Nonaccrual Total
(In thousands)

December 31, 2021 : ]
Commercial, financial, leasing, etc............ $23,101,810 $ 142208 $ 8284 § 221,022 $23,473,324
Real estate: - . .

CommErcial .......ccooveeeeeeeiiieeennincennnns 24,712,643 319,099 31,733 1,069,280 26,132,755
[ Residential builder and developer........ 1,400,437 2,904 — 3,005 1,406,346

Other commercial construction............. 7,722,049 17,175 —_ 111,405 7,850,629
|__Residential..........c..ccooreerenn. feereeeeerererenes 13294872 239,561 ____920,080 355,858 14,810,371

Residential — limited

documentation .............ccceeeeereeeuerienne 1,124,520 16,666 — 122,888 1,264,074

a)nsumer ) )

Home equity lines and loans 3,476,617 15,486 — 70,488 3,562,591
[ Recreational finance.......... o 7,985,173 40,544 — 27,811 8,053,528)

AUtomOobile......c..ocooviivieeieieieeiiieenien 4,604,772 40,064 — 34,037 4,678,873
[ Other ..o SRR e 1 620 147 _ 12,223 _. 3,302 __ 44,289 ],679,5@
TOAL et $89,043,040 $ 845,930 $ 963,399 $2,060,083 $92,912,452
December 31, 2020
Commercial, financial, leasing, etc........... ___$27,!96,862__$__60,822__$___10,053__$_306,827___$27,57_4,564j
Real estate:
| Commercial..........ooeereerermrmnemneereeneenes __26,688,515 168917 47,014 775,89_4____27,680,34@

Residential builder and developer-....... 1,246,095 1,693 856 1,094 1,249,738
[_Other,commercial construction ........... 8,523,591 66,365 3,816 114,039. 8,707,8—1T]

Residential..........ccocoevveeovenveveenecrnnene, 13,764,836 200,406 792,888 365,729 15,123,859

Residential — limited y '
|___documentation............. JSORURIN __ 1,462,277 19,687 — 147,170 1,629,134
Consumer:
L_ Home equity lines and loans :.............. __ 3,881,885_ 24,329 — 79,392 3,985,606]

Recreational finance...........ccccecceenneenne 7,002,643 47,161 — 25,519 7,075,323
[ AUOMOBIIE. ....ovvovvvoooooooeo e 4,007,349 55,498 — 39,404___ 4,102,251

Other ... 1,346,868 __ 17,561 4,581 38,231 1,407,241
Total............. ettt e $95,120,921 _ $ 662,439 _ § 859,208 $l 893,299 _ $98 535, 8671
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A summary of outstanding loan balances for which COVID-19 related payment deferrals were
in effect as of December 31, 2021 and 2020 is presented in the following table. These loans meet the
criteria described in note 1 and, as such, are not considered past due or otherwise in default of loan
terms as of the dates presented. Substantially all of those deferrals are scheduled to expire during
2022 and/or are in the process of formal modification of repayment terms for previously deferred
payments.

COVID-19 Related Payment
Deferrals (1)
December 31

2021 2020

(In thousands)

'Commercial,,ﬁnﬁncial,_Ieésing,.etc....,, ............... ............................. o ...................... $ I $_95,823_]

Real estate: ) o )
L COMMEICIAL ........oeeeeeeeeeeceee e eeaenanerens R — 728,511}
Residential builder and developer — 653
{__Other. commercial construction ..............cc.ceveeververrenen _ — 61,235
RESTACNTAL (2) ...ecvviiviieeeiieeirieieeireectieeeetveesreeeseeereeareesssessseesessserseensesrsessesrsesssansassseenes 1,126,734 2,447,422
Besidential — limited
dOCUMENEALION ...ttt et neenee e 63,078 ____337,108
Consumer: .
[_ Home equity_lines and loans .............ccoovveiinicnne. e e s 3,419 18,440]
ReCreational fINANCE . ........eovieeee et 3,286 24,428
[ AUtOmObile. vivrrro i e ereeeeeee e sesmeeee et e 7,365 51,550]
Other 139 2,353
Total oo e e e $1,204,021 _ $3,767,523 |

(1)  Represents accruing loans for which a COVID-19 related payment deferral (including maturity extensions)
was in effect.

(2)  Includes 8974 million and 81.7 billion of government-guaranteed loans at December 31, 2021 and 2020,
respectively.

During the normal course of business, the Company modifies loans to maximize recovery efforts.
If the borrower is experiencing financial difficulty and a concession is granted, the Company considers
such modifications as troubled debt restructurings and classifies those loans as either nonaccrual loans
or renegotiated loans. The types of concessions that the Company grants typically include principal
deferrals and interest rate concessions, but may also include other types of concessions.
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The tables that follow summarize the Company’s loan modification activities that were
considered troubled debt restructurings for the years ended December 31, 2021, 2020 and 2019:

Post-modification (a)

Pre- Combination
modification Interest of
Recorded  Principal Rate Concession
Year Ended December 31, 2021 Number Investment Deferral Reduction Other Types Total

(Dollars in thousands)

Commercial, financial, leasing, etc................. 284 $ 185,458 $ 46,806 $ — $40,558 8 95,516 $182,880
Real estate: T ' ) ‘

Commercial ..........c.oovvveiievreereeieaeeeeneeenes 99 202,878 67,387 — 31,202 102,248 200,837
|__Residential builder and developer. e 1 3 3 — — — ’a

Other commercial construction ................. 3 542 532 — — — 532
[ Residential ... 373___108,325__95,769_____— - —  12,866_108,635]

Residential — limited

AdOCUMENTALION ....oeveeeeeriieireeeanee s 21 2,920 2,865 — — — 2,865

Consumer: A : .

Home equity lines and loans...................... 89 6,430 6,054 — — 321 6,375
L__Recreational finance..........coo.veeveecereerneneene 281 ___- 9,931 9,931 — — — 9,@

Automobile 807 14,668 14,654 — — 14 14,668
l__Other . L 362 2,597 2,597 — — — . 2,597
TOUAL .ottt estesree oo snea 2,320 $ 533,752 $246,598 § — $71,760 § 210,965 $529,323
I | - i
Year Ended December 31, 2020
! - i
Commercial, financial, leasing, etc................. 394% 246,479 % 70,6718 298 $31,605$ 97,344 $199,918
Real estate:

CommMErCial ......ouceveveeeeeeieeeieeieereereaininees 161 310,578 204,591 505 4,874 85,261 295,231
[___Residential_builder_and developer. X 1 91 — — — 90 %‘

Other commercial construction ................. 2 13,602 13,573 — — — 13,573
[_Residential.......cccoeueeemrurrunrerereeceecnecrenens ___631__202,985. 183,878 — — __23,639__207,517;

Residential — limited

doCumMEentation .........ccecveveveeeneeeiireerenns 30 7,413 7,100 o — — 1,232 8,332

Consumer: ) ) -

Home equity lines and loans...................... 259 17,228 5,882 — — 11,372 17,254
[:_Recreational_ﬁnancc e . 428 16,392 __ 16,388 — — 4w16,@

Automobile............... 2,249 39,951 39,949 — — 2 39951
{__Other.... 1,095 7,788 3,383 — — 4,405 7,@
TOtAl.coeeciicieiiiet e 5,250 $ 862,507 $545,415% 803 $36,479 § 223,349 $806,046
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Post-modification (a)

Pre- Combination
modification Interest of
Recorded Principal  Rate Concession
Year Ended December 31, 2019 Number Investment Deferral Reduction Other Types Total
(Dollars in thousands)
Commercial, financial, leasing, etc. ..............c.c...... 150 63,7158$10,485 $ —$ —$ 52,8718 63,356
Real estate:
Commercial ........cccoeveeeveiieeiiiirieeeieerereeeeeeeennns 51 48,315 5,193 —  — 26,152 31,345
LResidential,builder,and‘developer_,‘. ................... _ 2 _1330__1,068 = — 1,6-6_8]
Other commercial construction ..........c....oocovee.e 3 1,559 — — — 1,500 1,500
[:Residential e e et e 83____21,695__ 10,819 —_— = 11,9_07_22,7275,
Residential — limited
dOCUMENTAION ...ccvveeevieeiveeeeiieeeiiveeeeeresserereee 6 1,409 399 —  — 1,044 1,443
Eonsumer:
Home equity lines and loans.................... I 41 4,127 176 —  — 4,004 4,180
‘ Recreational finance.........c.ccocevceveninniencriennne. 10 265 265 i — iz.ﬁ]
AUtOMODbIle.....cvveeeeeeeieieeee e 66 1,141 1,076 —  — 65 1,141
TOLAl c..voeeee e et ae s ns s 412 % 143,556 $29.4818 —$ —§ 97,543 $127,024!

(a) Financial effects impacting the recorded investment included principal payments or advances, charge-offs
and capitalized escrow arrearages. The present value of interest rate concessions, discounted at the effective
rate of the original loan, was not material.

Loans that were modified as troubled debt restructurings during the twelve months ended
December 31, 2021, 2020 and 2019 and for which there was a subsequent payment default during the
respective year were not material.

A summary of changes in the accretable yield for loans acquired at a discount for the year
ended December 31, 2019 follows:

2019
Purchased Other
Impaired Acquired

(In thousands)

Balance at beginning of period ........coooooooiiiiiiiii $ 147210 $ 96,907

TOEETESE INCOMIE -.vvvveveveeeeveseseseessesssessssssssssssss st cessssessesesasee st eesssesessnenssensssecs (49,017) (36,452) _]
Reclassifications from

nonaccretable balance............oovviierrierseressniemssnessiees ettt 36,718 15,534
[0 ) RO _ —_ (3,909)__]
Balance at end of Period ..........ocvevvririiiciencnie et $ 134,911 $ 72,080

(a)  Other changes in expected cash flows including changes in interest rates and prepayment
assumptions.

The Company’s loan and lease portfolio includes commercial lease financing receivables
consisting of direct financing and leveraged leases for machinery and equipment, railroad equipment,
commercial trucks and trailers, and aircraft. Certain leases contain payment schedules that are tied to
variable interest rate indices. In general, early termination options are provided if the lessee is not in
default, returns the leased equipment and pays an early termination fee. Additionally, options to
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purchase the underlying asset by the lessee are generally at the fair market value of the equipment. A
summary of lease financing receivables follows:

December 31,
2021 2020
(In thousands)

Commercial leases:

Direct financings:

L,Lease‘ payment§h[e,9£iy,a;ble:': ARttt g il ittt g ,!.A$ 873’08 9__,$_1. 5Ol7322-l
Estimated residual value of leased assets........c..cccueveveeeeeeeneernnennnnnen. 75,140 79,621

! Unearned iNCOME........ccceririniaieciiiiiisiiiiie et s ss e ... (68,456)  (83,673)
Investment in direct finaNCINGS........cc.oecvecviiiiiiieniii i 879,773 1,013,170

{_Leveraged leases: . ' ' . ’ |
~ Lease payments FECEIVADIE ......veeeeveeeeveeeeereeeseneneeeaenessesseeasseensses 75,003 76,453

[___Estlmatedrresldpalﬁ_\@flg@_of leased ASSEIS .o 7,3 34 1,4 73 96O,OJ
UNEArNEd INCOMIE........cveeuveenreereeseereesiseeseeeseesaressssesisisseessessssasseasseenns (25,374)_ (28,388)

l Investment in leveraged-1€ases ...........c.coccovuoveinininnnnsirenissiseieseee 123,043 121,665 _]
Total INVEStMENt 1N JEASES .......vvvieeeeereeeeiieeeeeetieeeeeirieeeeeeaereesreeessieeressreeees $1,002,816 $1,134,835

Deferred taxes payable arising from leveraged 1eases...........cuuuuruversiosisse $ 56,759 % __61 ,9_9_5_1

Included within the estimated residual value of leased assets at December 31, 2021 and 2020
were $29 million and $34 million, respectively, in residual value associated with direct financing
leases that are guaranteed by the lessees or others.

At December 31, 2021, the minimum future lease payments to be received from lease
financings were as follows:

(In thousands)

Year ending December 31:

Lty SO — $ 282,388
D 2023 ois s omeee e see e s eeserases e 247,0840

171,176,
107,998,

67,528
71,918'

7§ 948,092

5. Allowance for credit losses

Effective January 1, 2020 the Company adopted amended accounting guidance which requires an
allowance for credit losses be deducted from the amortized cost basis of financial assets to present
the net carrying value at the amount that is expected to be collected over the contractual term of the
asset considering relevant information about past events, current conditions, and reasonable and
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supportable forecasts that affect the collectability of the reported amount. The new guidance replaced
the previous incurred loss model for determining the allowance for credit losses.

Changes in the allowance for credit losses for the years ended December 31, 2021, 2020 and
2019 were as follows:

Commercial,
Financial, Real Estate
Leasing, etc. Commercial Residential Consumer Unallocated Total
(In thousands)
2021
Beginning balance ............coooooccninnenn, $ 405,846 $ 670,719 $103,590 $ 556,232 $ — $1,736,387
Provision for credit losses.........cccceueue (40,378) ___(42,825)_(29,817)___38,020 — __(75,000)
Net charge-offs
' [_-_Charge;offs..._. .................................. (122,651)_(101,306) _ (10,904) _(103,293) — (33_8,15-53

__ Recoveries............oocvoeniiininnnnnn ' 41,082 30,651 _ 8,857 _ 65,403 — . _ 145993 \
Net charge-offs.......ccccevereeeen. ____ (81,569) (70,655) (2,047) (37,890) — _ (192,161)
Ending balance ........cccecovverereereenccincnen ~$ 283,899 § 557,239 § 71,726 $ 556,362 $ — $1,469,226
2020
Beginning balance ..........ccccceverenencne. . $ 366,094_$_322,201_%_56,033_% 229,118 $_77,625_$1,051,071 }
Adoption of new accounting standard .. (61,474) 23,656 53,896 194,004  (77,625)_ 132,457
Provision for credit losses..................... 220,544 ____356,203_____(3,172)___226,425 — 800,666]
Net charge-offs
EChargc;offs............‘........................, (135,083)__(35,891)_(10,283) _(152,250) _ __ — (333,507)1

RECOVETIES ....ccoevveerierermerernrrennne o 15,765 4,550 _ 7,116 _ 58,935 —. 86,366 .
Net charge-offs........... eerenenre e (119,318)  (31,341)  (3,167) _ (93,315) — . (247,141)
Ending balance .........c.ccecveeeninieenennens $ 405,846 $ 670,719 $103,590 $ 556,232 § — $1,736,387
2019 _ . e
Beginning balance ..........cc.ccccevvveenennnns % 330,055_%$_341,655_%$_69,125_% 200,564_%_ 78,045_% 1,019,444_]
Provision for credit losses..................... 69,702 (10,726)__ (8,585) 126,029 (420)__ 176,000
Net charge-offs _ . ] __:'

Charge-offs............ooooviieiin. (58,244)_ (12,664), (12,711)_(154,089) — (237,708)
L_ Recoveries...... 24,581 3936 8204 56,614 _ — 93,335
Net charge-offs ... (33,663) (8,728)  (4,507) (97.475) — _ (144,373)
Ending balance .........cccecvecerceirecernnenene __ 8§ 366,094 $ 322,201 $ 56,033 $ 229,118 § 77,625 $1,051,071 J

Despite the allocation in the preceding tables, the allowance for credit losses is general in nature
and is available to absorb losses from any loan or lease type. Changes in the amount of the allowance
for credit losses reflect the outcome of the procedures described herein.

For purposes of determining the level of the allowance for credit losses, the Company evaluates
its loan and lease portfolio by type. Accruing loans with similar risk characteristics are generally
evaluated collectively. In establishing the allowance for credit losses subsequent to December 31,
2019, the Company utilizes statistically developed models to project principal balances over the
remaining contractual lives of the loan portfolios and to determine estimated credit losses through a
reasonable and supportable forecast period. Individual loan credit quality indicators, including loan
grade and borrower repayment performance, can inform the models, which have been statistically
developed based on historical correlations of credit losses with prevailing economic metrics,
including unemployment, gross domestic product and real estate prices. Model forecasts may be
adjusted for inherent limitations or biases that have been identified through independent validation
and back-testing of model performance to actual realized results. At both December 31, 2021 and
2020, the Company utilized a reasonable and supportable forecast period of two years. Subsequent to
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this forecast period the Company reverted, ratably over a one-year period, to historical loss
experience to inform its estimate of losses for the remaining contractual life of each portfolio. The
Company also considered the impact of portfolio concentrations, changes in underwriting practices,
product expansions into new markets, imprecision in its economic forecasts, geopolitical conditions
and other risk factors that might influence its loss estimation process. Prior to 2020, the allowance for
credit losses was estimated for incurred credit losses inherent in the loan and lease portfolio as of the
balance sheet date, but did not consider reasonable and supportable forecasts that could have affected
the collectability of the reported amounts.

The Company also estimates losses attributable to specific troubled credits. The amounts of
specific loss components in the Company’s loan and lease portfolios are determined through a loan-
by-loan analysis of larger balance commercial loans and commercial real estate loans that are in
nonaccrual status. Such loss estimates are typically based on expected future cash flows, collateral
values and other factors that may impact the borrower’s ability to pay. To the extent that those loans
are collateral-dependent, they are evaluated based on the fair value of the loan’s collateral as
estimated at or near the financial statement date. As the quality of a loan deteriorates to the point of
classifying the loan as “criticized,” the process of obtaining updated collateral valuation information
is usually initiated, unless it is not considered warranted given factors such as the relative size of the
loan, the characteristics of the collateral or the age of the last valuation. In those cases where current
appraisals may not yet be available, prior appraisals are utilized with adjustments, as deemed
necessary, for estimates of subsequent declines in values as determined by line of business and/or
loan workout personnel. Those adjustments are reviewed and assessed for reasonableness by the
Company’s credit department. Accordingly, for real estate collateral securing larger nonaccrual
commercial loans and commercial real estate loans, estimated collateral values are based on current
appraisals and estimates of value. For non-real estate loans, collateral is assigned a discounted
estimated liquidation value and, depending on the nature of the collateral, is verified through field
" exams or other procedures. In assessing collateral, real estate and non-real estate values are reduced
by an estimate of selling costs.

For residential real estate loans, including home equity loans and lines of credit, the excess of
the loan balance over the net realizable value of the property collateralizing the loan is charged-off
when the loan becomes 150 days delinquent. That charge-off is based on recent indications of value
from external parties that are generally obtained shortly after a loan becomes nonaccrual. Loans to
consumers that file for bankruptcy are generally charged-off to estimated net collateral value shortly
after the Company is notified of such filings. When evaluating individual home equity loans and
lines of credit for charge off and for purposes of estimating losses in determining the allowance for
credit losses, the Company gives consideration to the required repayment of any first lien positions
related to collateral property. Modified loans, including smaller balance homogenous loans, that are
considered to be troubled debt restructurings are evaluated for impairment giving consideration to the
impact of the modified loan terms on the present value of the loan’s expected cash flows.
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Information with respect to loans and leases that were considered nonaccrual at the beginning
and end of the reporting period and the interest income recognized on such loans for the years ended
December 31, 2021, 2020 and 2019 follows.

Year
Ended
December
January 1, 31,
December 31, 2021 2021 2021
Amortized Amortized Interest
Cost with  Cost without Amortized Income
Allowance Allowance Total Cost Recognized

(In thousands)

|__Commercial, financial, leasing, etc. ........ o $110,790_$_110,232_$_221,022__$_306,827.$_11,865]
Real estate: | ' ST B ) ' -t
| Commercial ........ccc..ceevernnen. DT 242,078 ___ 827,202___1,069,280____ 775,894__ 15,872}
Residential builder and developer................... 613 2,392 3,005 1,094 973
b Other commercial construction . 30,229 81,176 111,405 114,039 596)
Residential ......oooviencoeiiineiienicceciee 198,560 157,298 355,858 365,729 23,772
| Residential — limited documentation .. ~ 79,777 43,111 122,888 147,170 528
Consumer: B ] )
t Home equity lines and 1oans..........c..o.eveeenee. 32,269 38,219 70,488 79,392 3,780]
Recreational finance .........cccecvvvveerenreecvnennnns 21,476 6,335 27,811 25,519 637
0..29314_ 4,723 34,037 39,404 186
44,122 167 _ 44,289 38,231 531

'$789,228 _ $1,270,855 _ $2,060,083 _ $1,893,299 § 58,740 |

Year Ended
January 1, December 31,
December 31, 2020 2020 2020
Amortized  Amortized Interest
Cost with  Cost without Amortized Income
Allowance _Allowance Total Cost Recognized
(In thousands)
L_Commercial, financial, leasing, etc. ......ccccovverernee _$226,897_$__79,930__%_ 306,827 _$_346,743.%__1 1,269)
Real estate:
| Commercial ..., _.364,110 411,784 775,894 173,796____7,821]
Residential builder and developer.................. 1,094 — 1,094 4,708 1,694
L Other commercial construction 20,992 93,047 114,039 35,881 ___ 8,457
Residential .......ocooovneeieiniiii 159,006 206,723 365,729 322,504 18,069
I Residential — limited documentation .......... 84,568 62,602____147,170____114,667_____ 634)
Consumer: .
t _Home equity_lines and loans............c.c............ 61,031 18,361______ 79,392 65,039_ 4,092]
Recreational finance .........cccccveeeeveeeeeecervannnns 19,434 6,085 25,519 14,308 626
_..34,044_ 5360 39,404 21,293 186}
3,606 _ 34,625 _ 38,231 _ 35,394 1,369
L__thal . cevurmemenseemrssenenee. 9974,782 8 918,517 $1,893,299 _$1,134333 § 54,217‘
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Year Ended
January 1, December 31,

December 31, 2019 2019 2019
Amortized Amortized Interest
Cost with Cost without Amortized Income
Allowance Allowance Total Cost Recognized

(In thousands)

L__Commercial, financial, leasing, etc. .............. e _$206,644__$_139,913__ % 346,557__$234,423 8,960}
Real estate:
[ Commercial ................ SN reeveerensisneneneee 40,847 117,627 ____158,474___ 203,672 -5,850]
Residential builder and developer................... 604 3,378 3,982 4,798 357
f Other commercial construction........ e 12,425 20,345 32,770 22,205 634]
RESIAENHIA ..ot 59,982 175,681 235,663 233,352 12,630
i' Residential — limited documentation ............ -..26,710 56,717 83,427 84,685 . 1,092
Consumer:
{ Home equity lines and loans ..__24,812 38,403 63,215 71,292 5,987
Recreational finance ....................... 9,054 5,165 14219 11,199 575
! Automobile................. e et 14,805 6,488 21,293 23,359 214 |
ONEE ...ttt cessanns 3,391 120 3512 4,623 508
LTotal ............ e e revreeenneenee $399,274 _ 8§ 563,838 _ $963,112 _$893,608 § 36,807 I

The Company utilizes a loan grading system to differentiate risk amongst its commercial loans
and commercial real estate loans. Loans with a lower expectation of default are assigned one of ten
possible “pass” loan grades and are generally ascribed lower loss factors when determining the
allowance for credit losses. Loans with an elevated level of credit risk are classified as “criticized”
and are ascribed a higher loss factor when determining the allowance for credit losses. Criticized
loans may be classified as “nonaccrual” if the Company no longer expects to collect all amounts
according to the contractual terms of the loan agreement or the loan is delinquent 90 days or more.

Loan officers in different geographic locations with the support of the Company’s credit
department personnel review and reassign loan grades based on their detailed knowledge of
individual borrowers and their judgment of the impact on such borrowers resulting from changing
conditions in their respective regions. Factors considered in assigning loan grades include borrower-
specific information related to expected future cash flows and operating results, collateral values,
geographic location, financial condition and performance, payment status, and other information. The
Company’s policy is that, at least annually, updated financial information be obtained from
commercial borrowers associated with pass grade loans and additional analysis is performed. On a
quarterly basis, the Company’s centralized credit department reviews all criticized commercial loans
and commercial real estate loans greater than $1 million to determine the appropriateness of the
assigned loan grade, including whether the loan should be reported as accruing or nonaccruing.
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The following table summarizes the loan grades applied at December 31, 2021 to the various
classes of the Company’s commercial loans and commercial real estate loans by origination year.

Revolving
Loans
Converted
Term Loans by Origination Year Revolving to Term
2021 2020 2019 2018 2017 Prior Loans Loans Total
(In thousands)
Commercial, financial, leasing, etc.:
Loan grades: ]
Pass ...c.covoeerreiieriieeieaes $4,798,052 1,916,072 1,476,786 951,881 500,615 1,398,775 10,993,461 18,699 $22,054,341
{ i Criticized accrual ........... _196,680__98,595_I07,010__73,126____36,232___185,935_____484,755_____]5,628_1,197,@
" Criticized nonaccrual ...... 19,462 23229 17,114 39,908 _ 20,927 33,698 60,175 6,509 221,022

Total commercial,
Lfnancxal leasing, etc............. )

$5,014,194 2,037,896 1,600,910 1,064,915 557,774 1,618,408 11,538,391 40 836'523,47_’3,324l

Real estate: §
Commercial:
L Loan grades: i
Pass .......ccocverrviererirverenns $3,413,587 2,662,999 3,682,178 2,648,388 2,076,155 5,232,790 _ 728,948 — $20,445 045
| Criticized accrual ........... 133 133 480,146 __ 685,701 _1,068,552 __468,530_1,743,798 ____ 38,570 -4 618 430
Criticized nonaccrual...... 21,587 133,560 195,084 83,857 76,628 520473 38,091 — 1,069,280
Total commercial real : ‘
Lestate ..................................... $3,568,307 3,276,705 4,562,963 3,800,797 2,621,313 7,497,061 805,609 — $26,132,755
'I_iesidemial builder and developer: ]
Loan grades: .
[ Pass . '$_786983__106,510__75287__ 47,587___ 4,680___12,450___230,017 — $_1,263,514}
Criticized accrual ........... 2,055 5,356 117,258 13,637 630 - 891 — 139,827
[Criticized nonaccrual......, p — 2910 — — 95 = — 3,005)
Total residential builder
and developer........................ $ 789,038 111,866 195455 61,224 5,310 12,545 230,908 — $ 1,406,346
i
Other commercial construction:
[__Loan grades: T_ }
) Pass .....cccoorvreiiiniiiennnnne. $ 957, 947 1,781,603 2 2 022,276 832,547 152,669 273,556 38,781 — $ 6,059,379
I Criticized accrual ........... 24, 103____54 91_ 675 226 _ 583,428 228,739_ 114,158 — e 1,679,875-!
Criticized nonaccrual...... — — 71,613 3,303 12,263 19,970 4,256 — 111,405
Total other commercial l
Lconstruction ........................... $ 982,050 1,835,794 2,769,115 1,419.278 393,671 407,684 43,037 — $ 7,850,629:

Increases to criticized loans during 2021 were predominantly attributable to effects of the
COVID-19 pandemic and the related re-grading of loans.
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The Company considers repayment performance a significant indicator of credit quality for its
residential real estate loan and consumer loan portfolios. A summary of loans in accrual and
nonaccrual status at December 31, 2021 for the various classes of the Company’s residential real

estate loans and consumer loans by origination year is as follows.

Revolving
Loans
Converted
Term Loans by Origination Year Revolving to Term
2021 2020 2019 2018 2017 Prior Loans Loans Total
(In thousands)

Residential:

! Current ........... ROV - $3,057,118_1,672,090 1,075,896 466,040 1,037,958 5,913,461 __ 72,309 — $13,294,872
30-89 days pastdue.......... 15,245 12,535 9,886 6,132 33,097 162,666 — — 239,561
Accruing loans past due 90 )

days or,more............cc...... 10,924 100,581 ___28,512 31,996 _ 205,318 __542,749 — = 920,080
Nonaccrual ....................... 3,359 19,858 7,119 4,577 5,890 314,792 263 — 355,858
Total residential..................... ... $3,086,646 1,805,064 1,121,413 508,745 1,282,263 6,933,668 72,572 — $14,810,3711

Residential - limited
r .
documentation:

)

Current ........ccoooeviieenne, $ — — — — — 1,124,520 — —$ 1,124,520
{ 30-89 days pastdue........... . — — — — —.___16,666 — — 16,666
Accruing loans past due 90
daysormore................... _ — — — — — — — — —
Nonaccrual ..........oo..coor.. — — — — — _ 122,888 — — 122,888
Total residential - limited
'_documentali_on .............. e $ — — — — — 1,264,074 — — $ 1,264,074
[
Consumer: e e
‘Home equity lines and loans: ____ —_— _~__M_]
Current ..........ooovreveninnn. $ 304 777 2,793 1,730 1,944 38,015 2,348,279 1,082,775 $ 3,476,617
[__30-89 days pastdue.......... — — — 21 — 698 _346____14,421 15,486
Accruing loans past due 90
days ormore................... — — — — ———— — — =
| ‘Nonaccrual ..o — — — — — 5,750 4,951 59,787 70,488
Total home equity lines and
108NS ..o $ 304 777 2,793 1,751 1,944 44,463 2,353,576 1,156,983 $ 3,562,591

]
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Revolving

Loans
Converted
Term Loans by Origination Year . Revolving  to Term
2021 2020 2019 2018 2017 Prior Loans Loans Total
(In thousands)

Recreational finance:

LCurrent ... _$.2,890,111_.2,088,342 _1,267,929__ 646,883 ___ 445,868 ___646,040 = — $_7,985,173]
30-89 days past due ... 5,929 8,912 8,317 5,074 5,189 7,123 — — 40,544
Accruing loans past due

90 days or. more........ — — — — — — — = —

_Nonaccrual ... 1,341 4,646 4,871 4,918 4,039 7,996 — — 27,811

- . Total recreational !

finance.........cooeoreieeenne .$.2,897,381 2,101,900 1,281,117 656,875 455,096 661,159 — — § 8,053,528

Automobile: |
Current................. $_2,220,061 1,097,684 662,000 341,655 211,774 71,598 — — $ 4,604,772

[[30-89 days pastduve ...______8,508 6,615 8,936____7,161___5,715 3,129 — — 40,064)
Accruing loans past due

90 days or more........ — — — — — — — — —

[ Nonaccrual .............. _ 1,588 4,390 7,847 7,867 6,882 5,463 — — 34,037

Total automobile ........... $ 2,230,157 1,108,689 678,783 356,683 224,371 80,190 — — §$ 4,678,873

] - 1

Other: L

LCurrent ....................... _$__244346____96945___ 73,586 __24.424___16,924___ 14,321 _ 1,148,096 1,505,% _1,620,147;

__30-89 days past due ... 2,937 404 472 255 101 5,712 1,908 434 12,223
Accruing loans past due . .

90 days or more..... — — — — — 3,302 —— — 3,302!

__Nonaccrual 2,051 326 326 193 104 353 40,807 129 44,289

Total other.............. e 8249334 97,675 74,384 24872 17,129 23,688 1,190,811 2,068 $ 1,679,961!

{Total loans and leases at

December 31,2021 ....... _ 518,817,411 12,376,366 12,286,933 7,895,140 5,558,871 18,542,940 16,234,904 1,199,887 $92,912,45]
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The following tables summarizes the loan grades applied at December 31, 2020 to the various classes
of the Company’s commercial loans and commercial real estate loans by origination year.

Revolving
Loans
Converted
Term Loans by Origination Year Revolving to Term
2020 2019 2018 2017 2016 Prior Loans Loans Total
(In thousands)

Commercial, financial, leasing, etc.:
L. Loan grades: : : ~ _J

PaSS ..o $7,732,728 2,277,233 1,505,486 930,834 _ 719,796 1,387,695 11,352416 21,286 $25,927,474
| Criticized accrual .. .._.388326___84358 1 13,940 41,587___39,930___73,401___584,75 l___.13,970__1,340,2?31

Criticized nonaccrual...... 7,720 27,309 56,227 16,808 19,681 45471 125,893 7,718 . 306,827
Total commerecial, o ) ' L '
|_financial, leasing, etc............. $8,128,774 2,388,900 1,675,653 989,229 _ 779,407 1,506,567 12,063,060 __ 42,974 $27,574,564
Real estate: . j : e : - : )
Commercial: .
L Loan grades: : L i J

Pass ......cooviroieieiinnes $3,353,450 4,681,834 3,299,095 2,628,061 2,746,165 5,698,834 _ 875,348 — $23,282,787
[ Criticized accrual............__ 526,037__400,154__579,507__ 290,885 __ 568,144 1,212,672 ____44,260 — 3,621,659,

Criticized nonaccrual...... 26,876 121,899 47,144 99,293 197,319 _ 248949 34,414 — 775,894
Total commercial real - . -
Lestate ..ooooooovionrrirrirren, ... $3,906,363 5,203,887 3,925,746 3,018,239 3,511,628 7,160,455 _ 954,022 — $27,680,340
Residential builder and developer: X st ]

Loan grades: .

Pass ....ccoooeevreneneeeenne, $_506,295__223,880__109,453__ 15,048 10,976 ___11,320___236,943 — $_1,113,915}

Criticized accrual 3,690 106,847 14,836 3,421 — 1,885 4,050 — 134,729
L Criticized nonaccrual....... — 518 — — — 576 — — 1,004!
Total residential builder

and developer...........c.......... $ 509,985 331,245 124,289 18,469 10,976 13,781 240,993 — § 1,249,738

[ : - J
Other commercial construction:
L_Loan grades: 1

PaSS ....voeeverenencen $1,050,258 2,998,921 2,048,063 945,339 233,127 294,030 74,611 — 5 7,644,349
1 Criticized accrual ........... 37,192 148,492 __381,091__225,949__ 144,665___12,034 — — 9_49,[23

Criticized nonaccrual...... 335 65,592 13,522 4213 12,097 12,873 5,407 — 114,039
Total other commercial : : I
[ construction......................... $1,087,785 3,213,005 2,442,676 1,175,501 389,889 318,937 80,018 - — § 8,707,811
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A summary of loans in accrual and nonaccrual status at December 31, 2020 for the various classes of
the Company’s residential real estate loans and consumer loans by origination year follows.

Revolving
Loans
Converted
Term Loans by Origination Year Revolving to Term
2020 2019 2018 2017 2016 Prior Loans Loans Total
(In thousands)
Residential:
LCurrent ............................... e _$2,722,862_1,416,259_618,736,1,3l8,094_?l8,235_6,898,756_71,894 — $13,764,836'
. 30-89 days pastdue ................... 13,496 7,781 7,258 13,477 __ 7,947 150,447 — — 200,406
E\'ccruing loans past due '
90 days or,more...........cocoeeuenen. . 579___ 15234 _38,145_ 212,818 _45,.804__480,308 — — 792,888
Nonaccrual........ 3,133 14,439 5,183 6,408 2,900 333,466 200 — 365,729
Total residential...........ccccoovernnnne. .$2,740,070 1,453,713 669,322 1,550,797 774,886 7,862,977 72,094 — $15,123,859.
Residential - limited documentation: ]
CUrrent .........ccococveveeereeeereennnnnns.. $ — — — — — 1,462,277 — —$ 1,462,277
[.30-89 days pastdue ..................... — — — — — 19,687 — = 19,687,
Accruing loans past due
90 days or more........................ — — — — — — — — —
[ Nonaccrual ........cccoooovverveerrrernnn. — — — — — 147,170 — — 147,170}
Total residential - limited
documentation............ccococeiniee. $ — — — — — 1,629,134 — — $ 1,629,134
]
Consumer:
Home equity lines and loans: e )
CUrrent .........ccoovvvveereeieiens $ 773 3,983 1,591 2,016 162 51,554 2,569,621 1,252,185 $ 3,881,885
|.30-89 days pastdue ................... — — — — — 1,148 939 22242 __y: 24,323:
Accruing loans past due
90 days or more..........ccoueuennnn — — — — — — — — —
[Nonaccrual ... N — — — — — 6,148 5752 67492 79,392}
Total home equity lines and loans.. § 773 3,983 1,591 2,016 162 58,850 2,576,312 1,341919 § 3,985,606
]
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Revolving

Loans
Converted
Term Loans by Origination Year Revolving  to Term
2020 2019 2018 2017 2016 Prior Loans Loans Total
(In thousands)

Recreational finance:
[Current............. $.2796,359 1,751,766 __907,595__630,151__352,414___ 564,358 — — $_7,002,643)
__30-89 days past due ... 9,548 11,255 8,519 6,638 2,938 8,263 — — 47,161

Accruing loans past due

90 days or.more........ — — — — — — — — —

Nonaccrual ................... 1,854 3,883 4,072 4,194 2,733 8,783 — — 25,519
[Total recreational . g ‘
finance............ccooooro.. . $ 2,807,761 1,766,904 920,186 _ 640,983 358,085 581404 L— — $ 7,075,3231
Automobile:
[Current.....c.ccooooovn.... .$_1,595,636__1,106,782 __ 629,338 __440,604 __171,017____ 63,972, - — — $_4,007,349,
__30-89 days pastdue ... 6,461 14,140 12,542 12,899 6,373 3,083 — — 55,498

Accruing loans past due . :

"_90 days or,more........ — — — — — — — = —

Nonaccrual .................. 1,615 7,144 10,788 10,061 5,991 3,805 — — 39,404
Total automobile............. J$ 1,603,712 1,128,066 652,668 463,564 183,381 70,860 — —$ 4,102,251}
Other: : 1

Current.........ccocoovennn 160,424 137,617 53,702 32,556 4,526 28,970 927,217 1,856 $ 1,346,868
{(30-89 days pastdue ......_ 1,879__ . 1,130 577.___ 2,301 42 557__ 10,594 481 17,561}

Accruing loans past due

90 days or more........ — — - = — 374 4,207 — 4,581

L Nonaccrual................. _ 1,493 492 339 183 31 501 35,044 148 38,231)
Total other...................... $ 163,796 139,239 54,618 35,040 4,599 30,402 977,062 2,485 § 1,407,241

J
Total loans and leases at
December 31, 2020..... $20,949,019 15,628,942 10,466,749 7,893,838 6,013,013 19,233,367 16,963,561 1,387,378 $98,535,867

The Company’s reserve for off-balance sheet credit exposures was not material at December 31,
2021 and December 31, 2020.

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

December 31
2021 2020
_ _(In thousands)

L% B R A AL LLLLL LA LLLLLELEL LU A AL b E R A A LA LLELLLLLLLLLE DR A :;_,.$~~2;3 s 8§Z.$.._ kgi‘ ’ 9“29.;
BUildings ......ooooooiceieniniisees e 512,988 513,290
Leasehold iMProVemeNnts ...........couecueuemeiernineeiinssiese s 304,825 3‘02,@
Furniture and equipment — —OWNEd o 880,153 807,701
Fumltliejfld,.gql!‘Pmem:cap.llal @S§§,:::':' AL SAL A RRXALIALAILALALLLE AR A AR . 115 8,6304
o 1,791,943 1,726,796
Less: accumulated depreciation and amortization 1
OWNEd @SSELS ..o 1,026,842 971 ,979

38 5,933l
— _ _ 1,026,880 977,912
Right of use assets — operating 1€ases............c.cooeeevvnesiveernnseeessieevennene 319,702 41 2,674!

Premises and equipment, net........cc.cceceeeuveceeenne. e te et e et e et e et e eaaeaeanes $1,144,765 $1,161,558

[Capital leases

155



The right-of-use assets and lease liabilities relate to banking offices and other space occupied by
the Company and use of certain equipment under noncancelable operating lease agreements. As of
December 31, 2021 and 2020, the Company recognized $431 million and $467 million respectively,
of operating lease liabilities as a component of “accrued interest and other liabilities” in the
consolidated balance sheet. In calculating the present value of lease payments, the Company utilized
its incremental secured borrowing rate based on lease term. '

The Company’s noncancelable operating lease agreements expire at various dates over the next
20 years. Real estate leases generally consist of fixed monthly rental payments with certain leases
containing escalation clauses. Any variable lease payments or payments for nonlease components

. are recognized in the consolidated statement of income as a component of “equipment and net
occupancy” expense based on actual costs incurred. Some leases contain lessee options to extend the’
term. Those options are included in the lease term when it is determined that it is reasonably certain
the option will be exercised. .

The Company has noncancelable operating lease agreements for certain equipment related to
ATMs, servers, printers and mail machines that are used in the normal course of operations. The
ATM leases are either based on the rights to a specific square footage or a license agreement
whereby the Company has the right to operate an ATM in a landlord's location. The lease terms
generally contain both fixed payments and variable payments that are transaction-based. Given the
transaction-based nature of the variable payments, such payments are excluded from the
measurement of the right-of-use asset and lease liability and are recognized in the consolidated
statement of income as a component of “equipment and net occupancy” expense when incurred.

The following table presents information about the Company’s lease costs for operating leases
recorded in the consolidated balance sheet, cash paid toward lease liabilities, and the weighted-
average remaining term and discount rates of the operating leases.

Year Ended December 31,
2021 2020 2019
(Dollars in thousands)

‘Lease cost ]
Operating 1ease CoSt......ccoooovinnicriciinernnee: $ 101,353 $ 104,158 $§ 100,669
ShonjteLmJeﬁa,S,e,_gqs,t';:':“" freesrErireeneereeteeee 1 11 19.8 105—}
Variable lease cost .......o.cooviiiiiiiiiinnnnn, 4,103 1,565 2,332
[ Total lease cost....................... e 9 105,567 § 105,921 _ § 103,106]
Other information ' | i
Right-of-use assets obtained in exchange for ' ' '

new operating lease liabilities.................. $ 57,760 § 70,754 § 132,219
Cash paid toward lease liabilities.................. 106,586 104,396 101,869 |
Weighted-average remaining lease term....... 6 years 7 years 7 years
Weighted-average discount rate.................... 2.51% 2.74% 3.01%
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Minimum lease payments under noncancelable operating leases are summarized in the
following table.

(In thousands)

iYear ending December 31:

$ 102,417
o 86,467]
71,321
oo 56,413}
42,634
. 107,652]
466,904
35,792}
$ 431,112

All other operating leasing activities were not material to the Company’s consolidated results
of operations. Minimum lease payments required under capital leases are not material.

7. Capitalized servicing assets
Changes in capitalized servicing assets were as follows:

Residential Mortgage Loans Commercial Mortgage Loans
For the Year Ended December 31, 2021 2020 2019 2021 2020 2019
(In thousands)

Beginning balance...............ccoo..... _$231,204_$244,411_8$120,509_$133,429_$130,636_8$114,663 |
Q_r_iginations .................................... 65,723 45,101 26,067 33,068 29,306 41,370
Purchases............. e —  144,326. — = p—
AMOMtZAtON ..o (55,874) (58,308) (46,491) (33,893) (26,513) _(25,397)
| 241,053__231,204__244.411__132,604__133,429_ 130,636 |
Valuation allowance.................... -..__(24,000) (30,000) __ (7,000) — —. —
Ending balance, net.o............. $217,053 $201,204 $237,411 $132,604 $133,429 $130,636 ]

Residential mortgage loans serviced for others were $23.2 billion at December 31, 2021, $26.3
billion at December 31, 2020 and $32.3 billion at December 31, 2019. Excluded from residential
mortgage loans serviced for others were loans sub-serviced for others of $74.7 billion, $68.1 billion
and $62.8 billion at December 31, 2021, 2020, and 2019, respectively. In January 2019, the
Company purchased servicing rights for residential real estate loans that had outstanding principal
balances at that date of approximately $13.3 billion. The purchase price of such servicing rights was
approximately $144 million. Commercial mortgage loans serviced for others were $20.2 billion at
December 31, 2021, $18.9 billion at December 31, 2020 and $17.6 billion at December 31, 2019.
Excluded from commercial mortgage loans serviced for others were loans sub-serviced for others of
$3.5 billion at December 31, 2021, $3.3 billion at December 31, 2020 and $3.4 billion at December
31, 2019.

The estimated fair value of capitalized residential mortgage loan servicing assets was
approximately $257 million at December 31, 2021 and $240 million at December 31, 2020. The fair
value of capitalized residential mortgage loan servicing assets was estimated using weighted-average
discount rates of 9.8% and 9.4% at December 31, 2021 and 2020, respectively, and contemporaneous
prepayment assumptions that vary by loan type. At December 31, 2021 and 2020, the discount rate
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represented a weighted-average option-adjusted spread (“OAS”) of 894 basis points (hundredths of
one percent) and 918 basis points, respectively, over market implied forward London Interbank
Offered Rates (“LIBOR”). The estimated fair value of capitalized residential mortgage loan servicing
rights may vary significantly in subsequent periods due to changing interest rates and the effect
thereof on prepayment speeds. The estimated fair value of capitalized commercial mortgage loan
servicing assets was approximately $160 million at each of December 31, 2021 and 2020. An 18%
discount rate was used to estimate the fair value of capitalized commercial mortgage loan servicing
rights at December 31, 2021 and 2020 with no prepayment assumptions because, in general, the
servicing agreements allow the Company to share in customer loan prepayment fees and thereby
recover the remaining carrying value of the capitalized servicing rights associated with such loan.
The Company’s ability to realize the carrying value of capitalized commercial mortgage servicing
rights is more dependent on the borrowers’ abilities to repay the underlying loans than on
prepayments or changes in interest rates.

The key economic assumptions used to determine the fair value of significant portfolios of
capitalized servicing rights at December 31, 2021 and the sensitivity of such value to changes in
those assumptions are summarized in the table that follows. Those calculated sensitivities are
hypothetical and actual changes in the fair value of capitalized servicing rights may differ
significantly from the amounts presented herein. The effect of a variation in a particular assumption
on the fair value of the servicing rights is calculated without changing any other assumption. In
reality, changes in one factor may result in changes in another which may magnify or counteract the
sensitivities. The changes in assumptions are presumed to be instantaneous.

Residential Commercial
(Dollars in thousands)

L\Meightedlayerage. p,repa'yme,nt Spe,ed,s' Pl gttt dielyilltoiel ___——“-1,2'9g% }
Impact on fair value of 10% adverse change . $ (13,587)
Impact on fair value of 20% adverse change .. creerererenneeeas (26,047) ‘ h
Weighted-average OAS ... 8.94%
[_Impact on fair value of 10% adverse change .............cows S (1,621) _ ]
Impact on fair value of 20% adverse change ........................ e (14,786)
Weighted-average discount rate..............ocoeiiniesiiinninnceencnes : 1 899%‘
_Impact on fair value of 10% adverse change .... $ _ (6892)
[ _impact on fair value of 20% adverse change................c.....oooee : (13,306)

8. Goodwill and other intangible assets

The Company does not amortize goodwill, however, core deposit and other intangible assets are
amortized over the estimated life of each respective asset. A summary of total amortizing intangible
assets follows. .
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Gross Carrying Accumulated Net Carrying

Amount Amortization Amount
(In thousands)

December 31, 2021 : ' J

COre AEPOSIt ...e.vveeveerereeeveeeeeceierecesieseceneusiniieanas $ 131,664 $ 127,746 $ 3,918
{__Other eeereeeea e 6,757 6,677 _ 80 |

TOAL vecovveerieeieie et eeeeeaneenee $ 138,421 § 134,423 _§ 3,998
December 31, 2020 ' L

COre depPOSit .......ocveeveeiereerereeereeeieeneereneeneeeneas $ 131,664 $ 119,125 $ 12,539
S v 6,757 _ 5,131 _ 1,626

TOAL vt $ 138,421 $ 124256 $ 14,165

Amortization of core deposit and other intangible assets was generally computed using
accelerated methods over original amortization periods of three to seven years. The weighted-average
original amortization period was approximately seven years. Amortization expense for core deposit
and other intangible assets was $10 million, $15 million and $19 million for the years ended
December 31, 2021, 2020 and 2019, respectively. Estimated amortization expense in 2022 for such
intangible assets is $4 million.

The Company completed annual goodwill impairment tests as of October 1, 2021, 2020 and
2019. For purposes of testing for impairment, the Company assigned all recorded goodwill to the
reporting units originally intended to benefit from past business combinations, which has historically
been the Company’s core relationship business reporting units. Goodwill was generally assigned
based on the implied fair value of the acquired goodwill applicable to the benefited reporting units at
the time of each respective acquisition. The implied fair value of the goodwill was determined as the
difference between the estimated incremental overall fair value of the reporting unit and the
estimated fair value of the net assets assigned to the reporting unit as of each respective acquisition
date. To test for goodwill impairment at each evaluation date, the Company compared the estimated
fair value of each of its reporting units to their respective carrying amounts and certain other assets
and liabilities assigned to the reporting unit, including goodwill and core deposit and other intangible
assets. The methodologies used to estimate fair values of reporting units as of the acquisition dates
and as of the evaluation dates were similar. For the Company’s core customer relationship business
reporting units, fair value was estimated as the present value of the expected future cash flows of the
reporting unit. Based on the results of the goodwill impairment tests, the Company concluded that the
amount of recorded goodwill was not impaired at the respective testing dates.

A summary of goodwill assigned to each of the Company’s reportable segments as of
December 31, 2021 and 2020 for purposes of testing for impairment is as follows:

(In thousands)

r——— e o S ra— = e O U —

Business Banking..........cc.cocooconiniiniinininnnnn, OOV PRSP OROUOTRRRRI T 864 366!
Commercial Banking ... e, 1,401,873
Commerc1al Real Estate........cccceevveeniiviiiinennns teentanne st esne st e e se et sesens e 654 389_]
Dlscretlonary POrtfOli0. ... v —

Resndentlal Mortgage Bankmg cveesneennes [ e —7
Retail _@gpl(l_@g ................................................................................................................ 1,309,191
FAIT OUNET .ovoooooovooceooosoossosovemeomsesseseeeeee oo eeensessessss s sesessesiss e e 363 295'}
TOUAL oo e e eeees s e ese s es e eessems e s ss s ee e s e 78 4,593,112

159




9. Borrowings
The amounts and interest rates of short-term borrowings were as follows:

Federal Funds

Purchased
and Other
Repurchase Short-term
Agreements Borrowings Total
B B . (Dollars in thousands)

'At December 31, 2021 A ‘ ]
Amount outStaNdINg ............c.vevvveereverereerereeneeeeeeennes $ 47,046 $ — §$ 47,046
{__Weighted-average interest rate............. e 0.01% __ —_— 0.01%

For the year ended December 31,2021 ~ ~ ° o o '
[__Highest amount at a month-end .............ccoccovcvevcenrenene__$_ 103,548 8 — ]
Daily-average amount outstanding..........cccoececeecnennenes 68,073 — § 68,073
t_Weighted-average interest rate............ccooooorruereeresreen. 0.01% — 0.01%

At December 31, 2020 _

| _Amount outstanding .........ccoccoveserevernenees reereenenneeneee___ 999,482 __ $ — $  59,482_|
Weighted-average interest rate............occooeeecveerveeennnne. 0.01% — 0.01%

For the year ended December 31, 2020 | |
Highest amount ata month-end ..o $ 82893 § —

[ _ Daily-average amount outstanding...................... eeieene 61,551 — $_ 61,551 |
Weighted-average interest rate.........cooocooveiniccnnnnn. 0.05% — 0.05%

‘At December 31, 2019 ' B
Amount outStanding .........oeecveeeeeeeeieeieieeieeeeeeee e $ 62,363 $ — $ 62363

[__Weighted-average interest rate...........c...coo.coovrsrrerrnnnes 0.14% — 0.1 g%’

For the year ended December 31, 2019

E‘I,iigheSt amount at a month'end:: MAALAALLELALLLALLLLL ,,,,_._.._$3:402>5.66.__.$5’0,Q050.00 _]
Daily-average amount outstanding 260,322 799,068 $1,059,390

[ Wei ghted-average interest rate................. s 1.86% 2.49% 2.34%

Short-term borrowings have a stated maturity of one year or less at the date the Company enters
into the obligation. In general, short-term borrowings outstanding at December 31, 2021 matured on
the next business day following year-end.

At December 31, 2021, M&T Bank had lines of credit under formal agreements as follows:

(In thousands)

Outstanding bOITOWINGS .......co.ouervreivmsressssnssesmssesseases . ;-_m-'------.-m--~~;,-£g--.-~----»--,-:;:_--.___$_:___-..1,5_7._3
UNUSEA .ottt et e s eeat e e et e e eeseaattatbeseeeesessssasbetaaseseessasassnssasnsseseesesnanaanes 30,065,461

At December 31, 2021, M&T Bank had borrowing facilities available with the FHLBs whereby
M&T Bank could borrow up to approximately $16.2 billion. Additionally, M&T Bank had an
available line of credit with the Federal Reserve Bank of New York totaling approximately
$13.8 billion at December 31, 2021. M&T Bank is required to pledge loans and investment securities
as collateral for these borrowing facilities. '
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Long-term borrowings were as follows:

December 31,

2021 2020
(In thousands)
Senior notes of M&T:. :
Variable rate due 2023 ..........ocoovuieeiireeviiieerieereesieerrereesreseeaseseseseenne 249,893 § 249,824
L 3.55% due 2023......cccoomrevreccriinnans B 516,173 533,369 |
Senior notes of M&T Bank:
|*_Variable rate due 2021 .... — 349,29_2]
Variable rate due 2022 249,961 249,858
| 2.50% due 2022.......cc..ceorrverrrerreennnnes S 653,903 664,400 |
2.90% AUE 2025......eeuveieieeiereieieieeeneete ettt 749,740 749,656
'Advances from FHLB:_ : ; : |
FAXEA TALES ..veeeieveiieieietiee et eeeiieeeeiiteeseetraesseneaeoesanneseesasnnreeesneess 1,578 1,683
Subordinated'notes of M&T. Bank: . ]
Variable rate due 2021 ........c.ooooiieeeuieeiieeeiiieiieeeeieeeteeereseeenneeaas — 500,000
[ 3.20% AUE 2027...........oooooosssmsssreoereesesemmss s foeeeee s sesessesssseees ~ 522,867 552.194]
Junior subordinated debentures of M&T associated with
preferred capital securities:
Fixed rates: | |
BSB Capital Trust ] — 8.125%, due 2028 ..........occooviiininnnnne. 15,775 15,752
[ Provident Trust I — 8.29%, due 2028............co.oscereerrmmnrrerscneenne. 30,103 29,099
Southern Financial Statutory Trust I — 10. 60%, due2030.......... 6,912 6,836
[ Variable rates: ]
First Maryland Capital I — due 2027........cccccooveeniiiinniiiinnnnnn.. 148,945 148,409
First Maryland Capital [1 — due 2027 .............c..... ereveeeeeneeneeeee 151,270 150,606 |
Allfirst Asset Trust — due 2029 ......cccooovvvivveieccieeeannen. ‘ 97,220 97,075
| BSB Capital Trust IIl — due 2033..... s 15,464 15,464
Provident Statutory Trust Il — due 2033... 37,547 56,641
| Southern Financial Capital Trust [II — due 2033 .............c..oce.... 8,448 8,338 ]
ONET et eeeeeeeeeeveeteeeeaeseeeseesenssensanssasesssensesseanssasesntenseenesneenns 9,570 _ 2,997
L $ 3,485369 _$ 4,382,193

The variable rate notes of M&T pay interest quarterly at a rate that is indexed to the three-
month LIBOR. The contractual interest rates for those notes were .81% at December 31, 2021 and

.90% at December 31, 2020.
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The variable rate senior notes of M&T Bank pay interest quarterly at rates that are indexed to the
three-month LIBOR. The contractual interest rates for those notes ranged from .61% to .81% at
December 31, 2021 and .49% to .83% at December 31, 2020. The weighted-average contractual
interest rate was .71% at December 31, 2021 and .63% at December 31, 2020.

Long-term fixed rate advances from the FHLB had weighted-average contractual interest rates of
5.82% at December 31, 2021 and December 31, 2020. Advances from the FHLB outstanding at
December 31, 2021 mature in 2029 and 2035 and are secured by residential real estate loans,
commercial real estate loans and investment securities.

The subordinated notes of M&T Bank are unsecured and are subordinate to the claims of its
other creditors. The notes that were repaid in 2021 paid interest monthly at a rate that was indexed to
the three-month LIBOR. The contractual interest rate was .87% at December 31, 2020.

The fixed and variable rate junior subordinated deferrable interest debentures of M&T (“Junior
Subordinated Debentures™) are held by various trusts and were issued in connection with the issuance
by those trusts of preferred capital securities (“Capital Securities”) and common securities
(“Common Securities”). The proceeds from the issuances of the Capital Securities and the Common
Securities were used by the trusts to purchase the Junior Subordinated Debentures. The Common
Securities of each of those trusts are wholly owned by M&T and are the only class of each trust’s
securities possessing general voting powers. The Capital Securities represent preferred undivided
interests in the assets of the corresponding trust. Under the Federal Reserve Board’s risk-based
capital guidelines, the Capital Securities qualify for inclusion in Tier 2 regulatory capital. The
variable rate Junior Subordinated Debentures pay interest quarterly at rates that are indexed to the
three-month LIBOR. Those rates ranged from .98% to 3.47% at December 31, 2021 and from 1.06%
to 3.59% at December 31, 2020. The weighted-average variable rates payable on those Junior
Subordinated Debentures were 1.53% at December 31, 2021 and 1.65% at December 31, 2020.

Holders of the Capital Securities receive preferential cumulative cash distributions unless M&T
exercises its right to extend the payment of interest on the Junior Subordinated Debentures as
allowed by the terms of each such debenture, in which case payment of distributions on the
respective Capital Securities will be deferred for comparable periods. During an extended interest
period, M&T may not pay dividends or distributions on, or repurchase, redeem or acquire any shares
of its capital stock. In general, the agreements governing the Capital Securities, in the aggregate,
provide a full, irrevocable and unconditional guarantee by M&T of the payment of distributions on,
the redemption of, and any liquidation distribution with respect to the Capital Securities. The
obligations under such guarantee and the Capital Securities are subordinate and junior in right of
payment to all senior indebtedness of M&T.

The Capital Securities will remain outstanding until the Junior Subordinated Debentures are
repaid at maturity, are redeemed prior to maturity or are distributed in liquidation to the trusts. The
Capital Securities are mandatorily redeemable in whole, but not in part, upon repayment at the stated
maturity dates (ranging from 2027 to 2033) of the Junior Subordinated Debentures or the earlier
redemption of the Junior Subordinated Debentures in whole upon the occurrence of one or more events
set forth in the indentures relating to the Capital Securities, and in whole or in part at any time after an
optional redemption prior to contractual maturity contemporaneously with the optional redemption of
the related Junior Subordinated Debentures in whole or in part, subject to possible regulatory approval.
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Long-term borrowings at December 31, 2021 mature as follows:

(In thousands)

tYear ending December 31:
D022 ..ot eeeeseeevees e eeesseeeneeseaenseee e seenesnee e sasee s s $ 903,864
L2023.. " 766,136]
2024.... 9,500
749,740)

1,056,1291

S SN Dot Sl

$3,485,369

10. Shareholders’ equity
M&T is authorized to issue 1,000,000 shares of preferred stock with a $1.00 par value per share.
Preferred shares outstanding rank senior to common shares both as to dividends and liquidation
preference, but have no general voting rights.

Issued and outstanding preferred stock of M&T as of December 31, 2021 and 2020 is presented
below:

December 31, 2021 December 31, 2020
Shares Shares
Issued and Carrying Issued and Carrying
Outstanding  Value  Qutstanding _ Value
(Dollars in thousands)

Series E (a) _
Fixed-to-Floating Rate Non-cumulative Perpetual Preferred

L_Stock, $1,000 liquidation preference per share...........c.ccuevvmreerecens ____350,000_$350,000___350,000_$350,000;
Series F (b)

Fixed-to-Floating Rate Non-cumulative Perpetual Preferred C ) ]
L_Stock, $10,000 liquidation preference per share..........cccccuevuucunnnee 50,000_$500,000____50,000_$500,000,
Series G (¢)

Fixed-Rate Reset Non-cumulative Perpetual Preferred Stock, i
L._$10,000 liquidation preference per Share...............oceeereereemrcueseennees 40,000_$400,000___ 40,000_$400,000,
Series 1 (d) )

Fixed-Rate Reset Non-cumulative Perpetual Preferred Stock, I

L$l0,000_liquidatipn' preference per share...........ccoeevsviieeeieeniennnn, 50,000_$500,000 — 95 —,

(@ Dividends, if declared, are paid semi-annually at a rate of 6.45% through February 14, 2024 and thereafier will be paid quarterly at a
rate of the three-month LIBOR plus 361 basis points. The shares are redeemable in whole or in part on or after February 15, 2024.
Norwithstanding M&T’s option to redeem the shares, if an event occurs such that the shares no longer qualify as Tier | capital, M&T
may redeem all of the shares within 90 days following that occurrence. Declared dividends per share were $64.50 in each of 2021, 2020
and 2019.

o) Dividends, if declared, are paid semi-annually at a rate of 5.125% through October 31, 2026 and thereafter will be paid quarterly at a
rate of the three-month LIBOR plus 352 basis points. The shares are redeemable in whole or in part on or afier November 1, 2026.
Notwithstanding M&T's option fo redeem the shares, if an event occurs such that the shares no longer qualify as Tier 1 capital, M&T
may redeem all of the shares within 90 days following that occurrence. Declared dividends per share were $512.50 in each of 2021, 2020
and 2019.

(c)  Dividends, if declared, are paid semi-annually at a rate of 5.0% through July 31, 2024 and thereafier will be paid semiannually at a rate
of the five-year U.S. Treasury rate plus 3.174%. The shares are redeemable in whole or in part on or after August 1, 2024.
Notwithstanding M&T's option to redeem the shares, if an event occurs such that the shares no longer qualify as Tier 1 capital, M&T may
redeem all of the shares within 90 days following that-occurrence. Declared dividends per share were $500.00 in 2021, 8500.694 in 2020
and $125.694 in 2019.

(d)  Dividends, if declared, are paid semi-annually at a rate of 3.5% through August 31, 2026 and thereafter will be paid semiannually at a
rate of the five-year U.S. Treasury rate plus 2.679%. The shares are redeemable in whole or in part on or after September 1, 2026.

Notwithstanding M& T's option to redeem the shares, if an event occurs such that the shares no longer qualify as Tier I capital, M&T may
redeem all of the shares within 90 days following that occurrence. Dividends declared per share were $94.306 in 2021.
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11. Revenue from contracts with customers

The Company generally charges customer accounts or otherwise bills customers upon
completion of its services. Typically the Company’s contracts with customers have a duration of one
year or less and payment for services is received at least annually, but oftentimes more frequently as
services are provided. At December 31, 2021 and 2020, the Company had $68 million and $67
million, respectively, of amounts receivable related to recognized revenue from the sources in the
accompanying tables. Such amounts are classified in “accrued interest and other assets” in the
consolidated balance sheet. In certain situations the Company is paid in advance of providing
services and defers the recognition of revenue until its service obligation is satisfied. At
December 31, 2021 and 2020, the Company had deferred revenue of $45 million and $42 million,
respectively, related to the sources in the accompanying tables recorded in “accrued interest and .
other liabilities” in the consolidated balance sheet. The following tables summarize sources ofthe =
Company’s noninterest income during 2021, 2020, and 2019 that are subject to the revenue
recognition guidance.

Residential
Business Commercial Commercial Discretionary Mortgage Retail All
Banking _ Banking  Real Estate __ Portfolio Banking Banking _Other Total
Year Ended December 31, 2021 (In thousands)
E[-al;sﬁation in consolidated
| statement_of income .
Service charges on deposit accounts... § 53,816 98,880 11,853 — — 232279 52853 402,113
Trust income ... — — — — 644716 __644.716)
Brokerage services income................. — — — — — —_ 62,791 62,791
Other revenues from operations: :
Merchant discount and credit card
FEBS....oveeie e 52,343 55,164 2,661 — — 20,850 387 131, 405
i Other......coooiiiiiieee, — 5,968 7,304 1,359 6,166 22878 39,973 83, 648’
$106,159 160,012 21,818 1,359 6,166 276,007 753,152 $1,324,673
Year Ended December 31, 2020
Classification in consolidated - -i
Lstatement of income o
Service chgrgeiqnggposit accounts... § 50,119 92,720 10,252 — — 211,858 5,839 % 370 788
Trust income ... 18 447 — — — 601,424 _601.884]
Brokerage services income . — — — — — —_ 47428 47428
Other revenues from o operatlons N
Merchant discount and credit card
LS. .. oo 40,475 45,528 2,221 — — 13,481 767 102,472
L_Other ............................................. } — 9,408 6,218 1,625 4732 20813 41815 84, 61—!
$ 90,612 148,098 18,691 1,625 4,732 246,152 697,273 $1,207,183
Year Ended December 31, 2019
a;s—smcauon in consolldated
L statement of income ___ o
§e_n_/lg§_ charges on deposn accounts... § 60,690 93,044 9,828 — 4 263,659 5,753 8§ 432,9_7&
Trust iINCOME ........ooeoiiiiiiiicecne | 963 — — — — 571,614__ 572,608
Brokerage services income — — — — — — 48,922 48,922
Olher revenues from operations: )
Merchant discount and credit card
36,844 52,161 2,516 — — 12,140 3,381 107,042
. — 7,498 8,615 1,776 3,492 36,144 34,088 91 m
$ 97,565 153,666 20,959 1,776 3,496 311,943 663,758 $1,253,163
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Service charges on deposit accounts include fees deducted directly from customer account balances,
such as account maintenance, insufficient funds and other transactional service charges, and also
include debit card interchange revenue resulting from customer initiated transactions. Account
maintenance charges are generally recognized as revenue on a monthly basis, whereas other fees are
recognized after the respective service is provided.

Trust income includes fees related to the Institutional Client Services (“ICS”) business and the
Wealth Advisory Services (“WAS”) business. Revenues from the ICS business are largely derived
from a variety of trustee, agency, investment, cash management and administrative services, whereas
revenues from the WAS business are mainly derived from asset management, fiduciary services, and
family office services. Trust fees may be billed in arrears or in advance and are recognized as
revenues as the Company’s performance obligations are satisfied. Certain fees are based on a
percentage of assets invested or under management and are recognized as the service is performed
and constraints regarding the uncertainty of the amount of fees are resolved.

Brokerage services income includes revenues from the sale of mutual funds and annuities and
securities brokerage fees. Such revenues are generally recognized at the time of transaction
execution. Mutual fund and other distribution fees are recognized upon initial placement of customer
funds as well as in future periods as such customers continue to hold amounts in those mutual funds.

Other revenues from operations include merchant discount and credit card fees that are generally
recognized when the cardholder’s transaction is approved and settled. Also included in other
revenues from operations are insurance commissions, ATM surcharge fees, and advisory fees.
Insurance commissions are recognized at the time the insurance policy is executed with the customer.
Insurance renewal commissions are recognized upon subsequent renewal of the policy. ATM
surcharge fees are included in revenue at the time of the respective ATM transaction. Advisory fees
are generally recognized at the conclusion of the advisory engagement when the Company has
satisfied its service obligation.

12. Stock-based compensation plans

Stock-based compensation expense was $85 million in 2021, $80 million in 2020 and $76 million in
2019. The Company recognized income tax benefits related to stock-based compensation of $16
million in 2021, $17 million in 2020 and $19 million in 2019.

The Company’s equity incentive compensation plan allows for the issuance of various forms of
stock-based compensation, including stock options, restricted stock and restricted stock units,
including performance-based awards. At December 31, 2021 and 2020, respectively, there were
2,299,502 and 3,100,665 shares available for future grant under the Company’s equity incentive
compensation plan.

Stock awards

Stock awards granted to employees are comprised of restricted stock and restricted stock units. Stock
awards generally vest over three years. The Company may issue shares from treasury stock to the
extent available or issue new shares. There were no restricted shares issued in 2021, 2020 or 2019.
The number of restricted stock units issued was 636,956 in 2021, 480,949 in 2020 and 448,487 in
2019, with a weighted-average grant date fair value of $84 million, $81 million and $74 million,
respectively. Unrecognized compensation expense associated with restricted stock units was $27
million as of December 31, 2021 and is expected to be recognized over a weighted-average period of
approximately one year.
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A summary of restricted stock and restricted stock unit activity follows:

Restricted Weighted- Restricted Weighted-

Stock Units Average Stock Average

Outstanding Grant Price Outstanding Grant Price
Unvested at January 1,2021 ... 816,950 $ 169.60 13,550 $ 162.50
GIANE........veeieiiecieeieessseseeeseeeesss et e snsses 636,956 132.85 — — |
Vested .....ccccecuvveenrnnnne (379,155) 170.80 (9,474) 162.57
Cancelled eeernereees (36,059)  149.61 _ —_ — !
Unvested at December 31, 2021 ......ccccveeeeeerecinnnnns 1,038,692 § 147.32 4076 $ 162.35

- . - B e e

Stock option awards
Stock options granted to employees generally vest over three years and are exercisable over terms not
exceeding ten years and one day. The Company granted 178,441, 187,088 and 164,244 stock options
in 2021, 2020 and 2019, respectively. The weighted-average grant date fair value of options granted
was $5 million in each 0f 2021, 2020 and 2019. The Company used an option pricing model to
estimate the grant date present value of stock options granted.

A summary of stock option activity follows:

Weighted-Average

Stock Aggregate
Options Exercise Life Intrinsic Value

. Outstanding Price (In Years) (In thousands)
Outstanding at January 1,2021.......................oon0 465,423 $§ 174.11
Granted.............cooouunenne. cervenesenesennsnnessessensrens 118,441 132.47 } ]
EXEICISEA...ueeeeeeeeiieiiiieeeeeiccieee e ee e eesenans (2,699) 113.06 _
EXPITEd..ooooooooroeorooooee oo o (5,301)____169.24 ]
tQ_utstanding at December 31, 2021 ......................... 635,864 $§ 162.73 78 § 3,762
Exercisable at December 31,2021 .......................... . 282,081 _§ 177.02 69_8% —]

For 2021, 2020 and 2019, M&T received $305,000, $3 million and $9 million, respectively, in
cash from the exercise of stock options. The intrinsic value of stock options exercised and the related
tax benefits realized by the Company were not material in any of those three years. As of
December 31, 2021, the amount of unrecognized compensation cost related to non-vested stock
options was not material. The total grant date fair value of stock options vested during 2021, 2020
and 2019 was not material. Upon the exercise of stock options, the Company may issue shares from
treasury stock to the extent available or issue new shares.

Stock purchase plan

The stock purchase plan provides eligible employees of the Company with the right to purchase
shares of M&T common stock at a discount through accumulated payroll deductions. In connection
with the employee stock purchase plan, shares of M&T common stock issued were 95,147 in 2021,
77,170 in 2020 and 71,676 in 2019. As of December 31, 2021, there were 2,138,434 shares available
for issuance under the plan. M&T received cash for shares purchased through the employee stock
purchase plan of $11 million in each of 2021 and 2019, and $12 million in 2020, Compensation
expense recognized for the stock purchase plan was not material in 2021, 2020 or 2019.
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Deferred bonus plan

The Company provided a deferred bonus plan pursuant to which eligible employees could elect to
defer all or a portion of their annual incentive compensation awards and allocate such awards to -
several investment options, including M&T common stock. Participants could elect the timing of
distributions from the plan. Such distributions are payable in cash with the exception of balances
allocated to M&T common stock which are distributable in the form of M&T common stock. Shares
of M&T common stock distributable pursuant to the terms of the deferred bonus plan were 13,319
and 14,304 at December 31, 2021 and 2020, respectively. The obligation to issue shares is included
in “common stock issuable” in the consolidated balance sheet.

Directors’ stock compensation programs
The Company maintains compensation programs for members of the Company’s boards of directors
and its regional director advisory councils that provides for a portion of their compensation to be
received in shares or restricted stock units. In 2021, 28,646 shares were issued under such programs.
Through acquisitions, the Company assumed obligations to issue shares of M&T common
stock related to deferred directors compensation plans. Shares of common stock issuable under such
plans were 2,450 and 3,809 at December 31, 2021 and 2020, respectively. The obligation to issue
shares is included in “common stock issuable” in the consolidated balance sheet. .

13. Pension plans and other postretirement benefits
The Company provides defined pension and other postretirement benefits (including health care and
life insurance benefits) to qualified retired employees. The Company uses a December 31
measurement date for all of its plans.

Net periodic pension expense for defined benefit plans consisted of the following:

Year Ended December 31
2021 2020 2019
(In thousands)

Service CoSt.......cooorrrrrnnren. oo erreneeseesseeeen e S 20,513 $_ 19,944 $ 17,294 ]
Interest cost on benefit obligation.........c.cccoocooiviiiiiinnn. 61,873 71,421 81,579
@(pﬁtedﬁemmpﬂ plirlglgsg’gs esrrrersecesenessnrenine :'_L‘,',':;‘:::,‘;_._._.( 1 §3;4§§)_( l;S,éLZ ).__(]_2:2’ L3_9.j
Amortization of prior SErvice CoSt ..........ccoeooiiiiinciiiiness 553 557 557
Net periodic pension cost (benefit).........cccccoecriiiininnnns $ 28508 $ 24,506 $ (717)

Net other postretirement benefits expense for defined benefit plans consisted of the following:

Year Ended December 31
2021 2020 2019
(In thousands)
SEIVICE COSTorvrrrrvrriorrrsrenersssnrsssssessssesessssssessesnessssessseessosecee S 1,014__8 970 _$ 859 1
Interest cost on benefit obligation...........cccoovveiiviiiiiininnnnn. 1,311 1,741 2,344
'Amortization of prior Service credit............ooumscrvsessesennonses (4,738) (4,738)_"__(4,730)
Recognized net actuarial gain.........oocoooeviiiiiniiicinc, (1,295)_ (1,236)_ (1,247)
Net other postretirement benefits............ e iieeeesseseenesstenee e iennee ~$ (3,708) $ (3,263).$ (2,774)

Service cost is reflected in salaries and employee benefits expense. The other components of
net periodic benefit expense are reflected in other costs of operations.
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Data relating to the funding position of the defined benefit plans were as follows:

Other
Pension Benefits Postretirement Benefits
2021 2020 2021 2020
(In th ds)

Change in benefit obligation: - |

Benefit obligation at beginning of year....... $2,521,292  $2,247,329 § 55,281 § 56,492
R T 20,513 19,944 1,014 970 ]

Interest CoSt.....covuveevvirveeeeeerrenane. 61,873 71,421 1,311 1,741
[ Plan participants’ contributions — — 2,553 2,386 ]

Actuarial (2ain) 1088 .......ooooviriiiiiinn (69,230)__ 288,944 (2,232) 2,371
L__Medicare Part D reimbursement .................. — — 540 ___E

Benefits paid............oooeoiiiiiei (114,235)__ (106,346) (6,621)_ (9,253)
| Benefit obligation at end of year................. 2,420,213 2,521,292 _ 51,846 _ 55,281 J
Change in plan assets:

Fair value of plan assets at beginning of

YEAT .ottt erenenenneneneeeseen 2,420,582 2,037,940 — —

Actual return on on plan S 278,260 178,610 — —
[_Employer CONETIDULIONS -.vvovvorreesroemeereceeere 11,231 310,378 3,528 6,2}_@

Plan participants’ contributions................... — — 2,553 2,386
| Medicare Part D reimbursement ................. . — — 540 _‘57_4]

Benefits paid............c.oooeiii (114,235) _ (106,346)_ (6,621) (9,253)
rFalr value of plan assets at end of year....... 2,595,838 2,420,582 _ — —1
Funded SEALUS .o eeceieteeieereieeneeseesenceneeaen _§ 175625 § (100,710) § (51,846) § (55,281)
Prepald asset recognized in the
L consolidated balance sheet..............ccccocenennn 332,197 64,670 — —
Accrued liability recognized in the

consolidated balance sheet............................ (156,572) _ (165,380) _ (51,846)  (55,281)

_Net accrued asset (hablhty)
recognized in the consolidated l
balance sheet...........ccococvviiereennnns e, 9 175,625 8 (100,710) 3 (51,846) $  (55,281)

Amounts recognized in accumulated other

comprehensive income (“*AOCI”) were:

[ Net 1055 (22in) ...ovveoorrnenee rererereerennenesneeneenene_ 3 _ 391, 721 $_ 684,780_ 8% (1 576_325)71;(1“3*,7:51_)“
Net prior service cost (credlt) ..................... . 724 1,277 (17,531) _ (22,269)

[ Pre-tax adjustment to AOCI...................___ 392,445 __ 686,057___ (32,169) __ (35,970)
TaXES ..ooocoorsssossersee: (101,447) _ (178,375) 8,316 9,352

[ Net adjustment to AOCI.....oovooooocoeccocree '$ 200,998 $ 507,682 $ (23,853) $ (26,618)

The Company has an unfunded supplemental pension plan for certain key executives and
others. The projected benefit obligation and accumulated benefit obligation included in the preceding
data related to such plan were $157 million as of December 31, 2021 and $165 million as of
December 31, 2020.

The accumulated benefit obligation for all defined benefit pension plans was $2.4 billion and
$2.5 billion at December 31, 2021 and 2020, respectively.
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GAAP requires an employer to recognize in its balance sheet as an asset or liability the
overfunded or underfunded status of a defined benefit postretirement plan, measured as the
difference between the fair value of plan assets and the benefit obligation. For a pension plan, the
benefit obligation is the projected benefit obligation; for any other postretirement benefit plan, such
as a retiree health care plan, the benefit obligation is the accumulated postretirement benefit
obligation. Gains or losses and prior service costs or credits that arise during the period, but are not
included as components of net periodic benefit expense, are recognized as a component of other
comprehensive income. Amortization of net gains and losses is included in annual net periodic
benefit expense if, as of the beginning of the year, the net gain or loss exceeds 10% of the greater of
the benefit obligation or the market-related fair value of the plan assets. As indicated in the preceding
table, as of December 31, 2021 the Company recorded a minimum liability adjustment of $360
million ($392 million related to pension plans and $(32) million related to other postretirement
benefits) with a corresponding reduction of shareholders’ equity, net of applicable deferred taxes, of
$267 million. In aggregate, the benefit plans realized a net gain during 2021 that resulted in a
decrease to the minimum liability adjustment from that which was recorded at December 31, 2020 of
$290 million. The net gain in 2021 was mainly the result of increasing the discount rate used to
measure the benefit obligation of all plans to 2.75% at December 31, 2021 from 2.50% used at the
prior year-end and a return on plan assets that exceeded the assumed expected return, offset, in part,
by the amortization of actuarial losses. The table below reflects the changes in plan assets and benefit
obligations recognized in other comprehensive income related to the Company’s postretirement
benefit plans.

Other
Postretirement
Pension Plans Benefit Plans Total

(In thousands)
2021 . - |
Net 1088 (82HN) ..uovuivieieiiieis s $(204,042) § (2,232) $(206,274)
'Amortization of prior service (cost) credit........coovuverrurerninnne. (553) 4,738 4.1 85_1
Amortization of actuarial (10ss) gain ..........c.ocoovviceiiiiennnnnc: (89,017) 1,295 _ (87,722)
Total recogmzed in other comprehensive income,
Lpre 175, USSR reeeeensnenenenesesesssnesenenenensseneene_ 9 (293,612) § 3,801 _$(289,811)
2020
INEt 1055 (B2IN) corerrerrrrromormreesessesssneeemerermerereesseeeeeeeoees_8_239,847_8 2,371 _$ 238,218 ]
Amortization of prior service (cost) credlt ............................... (557)__ 4738 4, 18]
Aﬁmﬁgmrzgy_qgﬁgﬁgct_uwl_(lgsfs)_gam ceerereeneneeneesneesnennnenneneensee_ (98,096) 1 236 _ (56 860)
Total recognized in other comprehensive income,

PIEAX 1.vuvreriricererte et st sa e sa st e $ 177,194 $ 8,345 § 185,539

The Company also provides a qualified defined contribution pension plan to eligible employees
who were not participants in the defined benefit pension plan as of December 31, 2005 and to other
employees who have elected to participate in the defined contribution plan. The Company makes
contributions to the defined contribution plan each year in an amount that is based on an individual
participant’s total compensation (generally defined as total wages, incentive compensation,
commissions and bonuses) and years of service. Company contributions to the plan are discretionary
for participants for which eligibility occurred after January 1, 2020. Participants do not contribute to
the defined contribution pension plan. Pension expense recorded in 2021, 2020 and 2019 associated
with the defined contribution pension plan was $40 million, $35 million and $32 million,
respectively. :
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Assumptions

The assumed weighted-average rates used to determine benefit obligations at December 31 were:

. Other
Pension Postretirement
Benefits Benefits
2021 2020 2021 2020
DISCOUNT FALE .....vvveiiiieiiieieeeieeeeereeeenrreeeeeieesessrereeeeerreeesnnenes 2.75% 2.50% 2.75% 2.50%

Rate of increase in future compensation levels........................ 3.35% __3.37% — —

The assumed weighted-average rates used to determine net benefit expense for the years ended
‘December 31 were: T

Other .
Pension Benefits Postretirement Benefits
2021 2020 2019 2021 2020 2019
Discount FAEE coooooeooeoeeeeeeeeeeeeeeeeeseeeeeeeceeeesesesseessssen 2.50% 3.25% 4.25% 2.50% 3.25% 4.25%
Long-term rate of return on plan assets ............ ... 625% 6.50%_6.50% — — —. I
Rate of increase in future compensation
JEVEILS .o 3.37% 4.29% 4.31% — — —

The discount rate used by the Company to determine the present value of the Company’s future
benefit obligations reflects specific market yields for a hypothetical portfolio of highly rated
corporate bonds that would produce cash flows similar to the Company’s benefit plan obligations and
the level of market interest rates in general as of the year-end.

The expected long-term rate of return assumption as of each measurement date was developed
through analysis of historical market returns, current market conditions, anticipated future asset
allocations, the funds’ past experience, and expectations on potential future market returns. The
expected rate of return assumption represents a long-term average view of the performance of the
- plan assets, a return that may or may not be achieved during any one calendar year.

The Company’s defined benefit pension plan is sensitive to the long-term rate of return on plan
assets and the discount rate. To demonstrate the sensitivity of pension expense to changes in these
assumptions, with all other assumptions held constant, 25 basis point increases in: the rate of return
on plan assets would have resulted in a decrease in pension expense of approximately $6 million; and
the discount rate would have resulted in a decrease in pension expense of approximately $11 million.
Decreases of 25 basis points in those assumptions would have resulted in similar changes in amount,
but in the opposite direction from the changes presented in the preceding sentence. Additionally, an
increase of 25 basis points in the discount rate would have decreased the benefit obligation by
$79 million and a decrease of 25 basis points in the discount rate would have increased the benefit
obligation by $84 million at December 31, 2021.

For measurement of other postretirement benefits, a 6.00% annual rate of increase in the per
capita cost of covered health care benefits was assumed for 2021. The rate was assumed to decrease
to 5.00% over seven years.

170



Plan assets

The Company’s policy is to invest the pension plan assets in a prudent manner for the purpose of
providing benefit payments to part1c1pants and mitigating reasonable expenses of administration. The
Company’s investment strategy is designed to provide a total return that, over the long- term, places
an emphasis on the preservation of capital. The strategy attempts to maximize investment returns on
assets at a level of risk deemed appropriate by the Company while complying with applicable
regulations and laws. The investment strategy utilizes asset diversification as a principal determinant
for establishing an appropriate risk profile while emphasizing total return realized from capital
appreciation, dividends and interest income. The target allocations for plan assets are generally 25 to
60 percent equity securities, 10 to 65 percent debt securities, and 5 to 60 percent money-market
investments/cash equivalents and other investments, although holdings could be more or less than
these general guidelines based on market conditions at the time and actions taken or recommended
by the investment managers providing advice to the Company. Assets are managed by a combination
of internal and external investment managers. Equity securities may include investments in domestic
and international equities, through individual securities, mutual funds and exchange-traded funds.
Debt securities may include investments in corporate bonds of companies from diversified industries,
mortgage-backed securities guaranteed by government agencies and U.S. Treasury securities through
individual securities and mutual funds. Additionally, the Company’s defined benefit pension plan
held $537 million (21% of total assets) of real estate funds, private investments, hedge funds and
other investments at December 31, 2021. Returns on invested assets are periodically compared with
target market indices for each asset type to aid management in evaluating such returns. Furthermore,
management regularly reviews the investment policy and may, if deemed appropriate, make changes
to the target allocations noted above.
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The fair values of the Company’s pension plan assets at December 31, 2021 and 2020, by asset
category, were as follows:

Fair Value M emen t of Plan Assets At December 31, 2021
Quoted Prices
in Active Significant  Significant
Markets Observable Unobservable
for Identical Assets Inputs Inputs
Total (Level 1) (Level2)  (Level3)
— - (In th ds)__
'Asset category: , _ v |
Money-market inVestments.................coeveevereereerenne. $ 82,7518  43616% 39,1358 2 —
Equity_securities: : — ' I RO
T UMET e I 134,447 134,447 — -
L.ng,e,§,tjg(g):::;f;et::::;':‘::':;“::t::',:::::::,'::',',:"'_':"'_m3_6952,83 . 3§97283 - i _11 )
International(b)............oooovoiii 14,835 14,835 =~ — —
[_Mutual funds:_ - ’ I
Domestic() oo 280,347 280,347 — —
L International(b)........ccccoorormverescscrerienrnrneneenn 461,304 461,304 — —
1,260,216 1,260,216 — —
Debt securities: |
Corporate(C) ..oov i 178,528 — 178,528 —
[__Government......... eereeeresierenenserenesenssnnsesensenenenee 200,540 — 206,540 —
International .............cccooveevviiiiiiiiiiieciiee e, 12,933 — 12,933 —
"{__Mutual funds: - ' ]
Domestic(d) oo 315,424 315,424 — —
. 713,425 315,424 398,001 —!
Other: v
L Dl \ie_rsn_ﬁgd_r_rlugualdfu_n_d‘ Tertrresssrareeseteserestescnresecees 1 08 ,2 3 9 . 108a23 9 — - _j'
Real estate partnerships 16,620 5,264 — 11,356
[ Private equity / debt ... [ 151,550 — 151,550,
Hedge funds ..........ccoovveeeveecvieiieiieireeeeceennee. 250,691 74,599 — 176,092
[__Guaranteed deposit fund.............cccovuerrereerrrrrrerre_ 10,041 — — 1 0,(.)Tﬂ
537,141 188,102 — 349,039
ﬁf_otal(e)..7.,.:....,7..7,,;:,.7.7.:.:.‘.;.;: .................................... $2,593,533$ 1,807,358 $437,136 $ 349,039)
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Fair Value Measurement of Plan Assets At December 31, 2020
Quoted Prices

in Active Significant  Significant
Markets Observable Unobservable
for Identical Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)

(In thousands)

'Asset category:

|

Money-market investments..............ococoveeoieriiennes $ 652639 48322 % 16,941 $ —
Equity securities: . | ' | R
MET .ooooeoeeeeeeeeeeeeeeresensenssseseseessesssssnsnes 111,441 111,441 — —

[ DOMEStic(a) .ovvvsevverreeesenesseenssivsereennee eeveereereneas 308,220 308220 — —
International(b)........ocescresersiiesrieiniseseines 13,648 13,648 — —
{_Mutual funds: . — . J
DOomEStic(a) oo 302,094 302,094 — —

| International(b) .............ccoceeve.. coerenrrinereneeen 422,601 422,601 — —
1,158,004 1,158,004 — —

Debt securities: - ' )
Corporate(C) ... oevvnrneniinrieniciisen e 172,762 — 172,762 —

[ Government..........cocooovveeeeerevrieeririeeiensseene 234,232 — 234,232 —
International ...........ccooovvvvviiiiiieeieeiiieieeeeecriens 6,413 — 6,413 —
L__Mutual funds: ]
Domestic(d) ..o 302,635 302,635 — —

1

716,042 302,635 413,407

Other:
[ Diversified mutual fund .........c.ccovvvevvervvenrveennnn. 83,507 83,507 — —
Real estate partnerships.........ccooocveeiniiioninnnnns 26,847 3,616 — 23,231
[ Private equity / debt . et 97,124 — — 9_7,-1—2?]
Hedge funds ...........cooveceeeecniininii e 261,417 108,516 — 152,901
[__Guaranteed deposit fund........ e 10,498 — — 1 O,m
479,393 . 195,639 — 283,754
TTOtAI(E):orrvrvererererereessssreseesmesesnseresesssneereeenmneeene_ $2,418,702 8 1,704,600 $430,348 § 283,754!

(a) This category is mainly comprised of equities of companies primarily within the small-cap, mid-
cap and large-cap sectors of the U.S. economy and range across diverse industries.

(b) This category is comprised of equities in companies primarily within the mid-cap and large-cap
sectors of international markets mainly in developed and emerging markets in Europe and the
Pacific Rim.

(c) This category represents investment grade bonds of U.S. issuers from diverse industries.

(d) Approximately 72% of the mutual funds were invested in investment grade bonds and 28% in
high-yielding bonds at December 31, 2021. Approximately 78% of the mutual funds were
invested in investment grade bonds and 22% in high-yielding bonds at December 31, 2020. The
holdings within the funds were spread across diverse industries.

(e) Excludes dividends and interest receivable totaling 32 million at each of December 31, 2021
and 2020.

Pension plan assets included common stock of M&T with a fair value of $134 million (5% of
total plan assets) at December 31, 2021 and $111 million (5% of total plan assets) at December 31,
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2020. No investment in securities of a non-U.S. Government or government agency issuer exceeded -
ten percent of plan assets at December 31, 2021.

The changes in Level 3 pension plan assets measured at estimated fair value on a recurring basis
during the year ended December 31, 2021 were as follows:

Total
Realized/
Balance — Unrealized Balance —
January 1, Purchases Gains December 31,
2021 (Sales) (Losses) 2021
, (In thousands)
Other _ |
Real estate partnerships......c...oooooviiiicnieniinnniiens $ 23231 $§ (31,299) 8 19424 § 11,356
Private equity/debt ..........c.cocvereresreriiicieienanans 97,124 27,170 27,256 151,550 |
Hedge funds ... 152,901 (2,322) 25513 176,092
Guaranteed deposit fund ...........ccoooooveeveceniennne. . 10,498 e (457)_ 10,041 |
TOtal v $ 283,754 $§ (6,451) § 71,736 $ 349,039

The Company makes contributions to its funded qualified defined benefit pension plan as
required by government regulation or as deemed appropriate by management after considering
factors such as the fair value of plan assets, expected returns on such assets, and the present value of
benefit obligations of the plan. The Company made a voluntary contribution of $300 million to the’
qualified defined benefit pension plan in 2020. The Company is not required to make contributions to
the qualified defined benefit plan in 2022, however, subject to the impact of actual events and
circumstances that may occur in 2022, the Company may make contributions, but the amount of any
such contributions has not been determined. The Company regularly funds the payment of benefit
obligations for the supplemental defined benefit pension and postretirement benefit plans because
such plans do not hold assets for investment. Payments made by the Company for supplemental
pension benefits were $11 million and $10 million in 2021 and 2020, respectively. Payments made
by the Company for postretirement benefits were $4 million and $6 million in 2021 and 2020,
respectively. Payments for supplemental pension and other postretirement benefits for 2022 are not
expected to differ from those made in 2021 by an amount that will be material to the Company’s
consolidated financial position.

Estimated benefits expected to be paid in future years related to the Company’s defined benefit
pension and other postretirement benefits plans are as follows:

Other
Pension Postretirement
Benefits Benefits

_(in thousands)

$ 110,113 § 3219

114022 3,112]
1_1 8,641 2,983
121,602 2,829
125,469 2,656
649,845 11,534]

The Company has a retirement savings plan (“RSP”) that is a defined contribution plan in
which eligible employees of the Company may defer up to 50% of qualified compensation via
contributions to the plan. The RSP was amended in 2020 to increase the employer matching
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contribution to 100% from 75% in prior years and also to increase the employee's qualified
compensation limits to 5% from 4.5%. Employees’ accounts, including employee contributions,
employer matching contributions and accumulated earnings thereon, are at all times fully vested and
nonforfeitable. Employee benefits expense resulting from the Company’s contributions to the RSP
totaled $63 million, $62 million and $48 million in 2021, 2020 and 2019, respectively.

14. Income taxes
The components of income tax expense were as follows:

Year Ended December 31

2021 2020 2019
(In thousands)
Current : - ' |
=10 1<) -1 PO O PP O UTPUON $331,714 $267,550 $359,668
[ State ANA 100AT .oorrovimorosroemoeessrmmeereesoeeeersosseeeessererrimeeerroeeneer. 89,354 98,431 __132,696)
Total current .................................................................................... 417,068 365,981 492,364
Deferred , — - ' '
| =T (=) -1 PO OO PO O PP UUOT PO TPTON 71,880 (22,894) 40,769
[ SatE AN T0CAT oo orooors o soosreeeere oo 15,279 (8,397).__16 7791
Total deferred........c.veiiiiiiieiiieeeeiieeeieiee ettt 87,159 _(31,291) _ 57,548
‘Amortization of investments in qualified affordable housing ' :
L PrOJECLS covvvoveeee e seeren e reeeeeseientessrisesinnene._ 92,176 81,679 68,200
Total income taxes apphcable to pre- X INCOMErvrrerreeeeverererereenes $596,403 $416,369 $618,112

The Company files a consolidated federal income tax return reflecting taxable income earned
by all domestic subsidiaries. In prior years, applicable federal tax law allowed certain financial
institutions the option of deducting as bad debt expense for tax purposes amounts in excess of actual
losses. In accordance with GAAP, such financial institutions were not required to provide deferred
income taxes on such excess. Recapture of the excess tax bad debt reserve established under the
previously allowed method will result in taxable income if M&T Bank fails to maintain bank status
as defined in the Internal Revenue Code or charges are made to the reserve for other than bad debt
losses. At December 31, 2021, M&T Bank’s tax bad debt reserve for which no federal income taxes
have been provided was $137 million. No actions are planned that would cause this reserve to

become wholly or partially taxable.

Income taxes attributable to gains or losses on bank investment securities were a benefit of $5
million in 2021 and $2 million in 2020 compared with an expense of $5 million in 2019.
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Total income taxes differed from the amount computed by applying the statutory federal
income tax rate to pre-tax income as follows:

Year Ended December 31
2021 2020 2019
(In thousands)

Income taxes at statutory federal income tax rate...........c.cccoeecennene. $515,581 $371,599 $534,925

Increase (decrease) in taxes: |
TaX-eXEMPE INCOME. ...couiieiiniiiniitiiciiie e sne sttt s (20,605)_ (22,806)_(27,319)
State and local income taxes, net of federal income tax

- 2 SO OOV OO O PP U OPOURPPO eresreneenn_ 101,046 71,127 118,085
Qualified affordable housmg project tax credits, net R . (14,542) (14,826) (15, 324)

T o e eeeereeeeeeseeeens 14,923 11275 7,745

$596,403 $416,369 $618,112

Deferred tax assets (liabilities) were comprised of the following at December 31:

2021 2020 2019
(In thousands)

Losses on loans and other assets..........cc.ccveevevveeeeeeveeveenneene $ 395,784 $ 471,767 $ 309,523
Operating lease liabilities...........cccooevevvsrsnesresreerersenerenseesenee 110,023 121,216 128,178 |
Retirement benefits ..o — _ 26,185 55,048
Postretirement and other employee benefits ..........c.ccccrvcennivne 31,760 28 004 24,@
Incentlve and other compensation plans ............cccooovvinn.. 24,713 18,984 26,861
Stock-based COMPENSALION ............coocsorvcorroesivrrosrmessresnsresnnren 32,675 29,507 27,912}
(0111 TP 52,351 66,763 69,863
LGross deferred tax assets.........cccoevvecersensccsnenssesensnneeeee 047,306 762,426 641 ,408}
Right of use assets and other leasmg transactions ................... (249,209) _ (285,311)  (326,626)
Uﬁr@,aj,r;ed_gams..,..f. ...... rrerireerenies eevreerieesneeernessesenessneansnessnene____(27,006) (5}0,285_)_(],,3,3}22)‘
Retirement benefits ........occvevvviiiieiiiiieeieiniesee e (45,402) — —
Capltahzed servicing rights......c.coeceivinceiinnniennene. coveeeeeee___(53,219)___ (50,235)___ (56, 649)
Depreciation and amortization ............coocoveecnrenennesnnee H_(23_ 103)  (95,684)  (66,925)
INEreSt ON T0ANS .....ovvcvcerseersssesssesssmesssssssssssssessssssssssesesseeseece (6,690)____ (8,113)__ (23,552)
Gams on cash | ﬂow hedges ........................................................ (22,820)  (97,004)___ (36, 845)
Other ceettereeerrernenesrantansessensensasestesnsseansssassesesesnrenneneennenneneneeneen___ (88,093)_ (62,581) (40, 472)
 Gross ¢ deferred tax liabilities . (585,562)__ (649,713) _ (564,391)
Net deferred taX SSet.....orerwcerercrrrermreermrmeremrememreeeeee. 361,744 _$ 112,713 _$ 77,017 ]

The Company believes that it is more likely than not that the deferred tax assets will be realized
through taxable earnings or alternative tax strategies.

The income tax credits shown in the statement of income of M&T in note 26 arise principally
from operating losses before dividends from subsidiaries.
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A reconciliation of the beginning and ending amount of unrecognized tax benefits follows:

Federal, Unrecognized
State and Accrued Income Tax
Local Tax Interest Benefits

(In thousands)

Gross unrecognized tax benefits at January 1,2019...........c.coo...... $56274 $ 6,629 § 62,903
L Increases as a result of tax positions taken during 2019................ 6,996 — 6,996 |
Increases as a result of tax positions taken in prior years.............. 3,265 3,255 6,520
|_Decreases as a result of tax positions taken in prior years............__ (7,566)__ (2,685)._ (10,251 )
Gross unrecognized tax benefits at December 31, 2019......... 58,969 7,199 66,168
|_Increases as a result of tax positions taken in prior years ............. — 2,800 2,800

Decreases as a result of tax positions taken in prior years............ (10,107)__ (2,384) _ (12,491)
Gross _unrecognized tax benefits at December 31, 2020.................. 48,862 7,615 5_6,,417__]
Increases as a result of tax positions taken in prior years ............. — 2,560 2,560
[_Decreases as a result of tax positions taken in prior years............ (11,351)__ (2,766)___(14,117)
Gross unrecognized tax benefits at December 31, 2021 ................. $ 37,511 _§ 7,409 44,920
Less Federal, state and local income tax benefits................. NP ' ___ (8,748)t

Net unrecognized tax benefits at December 31, 2021 that
if recognized, would impact the effective income tax rate ........... $ 36,172

The Company’s policy is to recognize interest and penalties, if any, related to unrecognized tax
benefits in income taxes in the consolidated statement of income. The balance of accrued interest at
December 31, 2021 is included in the table above. The Company’s federal, state and local income tax
returns are routinely subject to examinations from various governmental taxing authorities. Such
examinations may result in challenges to the tax return treatment applied by the Company to specific
transactions. Management believes that the assumptions and judgment used to record tax-related
assets or liabilities have been appropriate. Should determinations rendered by tax authorities
ultimately indicate that management’s assumptions were inappropriate, the result and adjustments
required could have a material effect on the Company’s results of operations. Examinations by the
Internal Revenue Service of the Company’s federal income tax returns have been largely concluded
through 2020, although under statute the income tax returns from 2017 through 2020 could be
adjusted. The Company also files income tax returns in over forty states and numerous local
jurisdictions. Substantially all material state and local matters have been concluded for years through
2013. It is not reasonably possible to estimate when examinations for any subsequent years will be
completed.
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15. Earnings per common share
The computations of basic earnings per common share follow:
Year Ended December 31
2021 2020 2019
(In thousands, except per share)

Income available to common shareholders:

NEEINCOME ..ovovieereeesss ez $1,858,746  $1,353,152  $1,929,149
Eess: Preferred stock dividends(a) ........coccvereremcncniicinniiininnniiniennns . (72915)_  (68)228) (69,44 1_)‘
Net income available to common equity ..o S 1,785,831 1,284,924 1,859,708 ‘
Less: Income attributable to unvested stock-based )
L cOMPENSAtioN AWATS .....c.coveuvriererrerii e _ (8,854) _ (5,858)_  (10,199)
Net income available to common shareholders ..........c.ccooceneeveniniinneennnnee. $1,776,977 _$1,279,066 _$1,849,509

Weighted-average shares outstanding: _
Common shares outstanding (including common stock

issuable) and unvested stock-based compensation awards................. 129,539 129,404 135,169
l Less: Unvested stock-based compensation awards ..........c.ocooooooniennin _ (890) (766) _ (741)
Weighted-average shares outstanding ..........cocoocevveiiiiniiniiiiiiiciins 128,649 128,638 134,428
Basic earnings per COMmMmON ShAre ............o.coevereerurirrcreecreesesennmessssessins $ 13.81 § 994 $ 13.76

(a) Including impact of not as yet declared cumulative dividends in 2019.

The computations of diluted earnings per common share follow:
Year Ended December 31
2021 2020 2019
(In thousands, except per share)

Net income available to common equity .....o.o.oocoviiiei $1,785,831 $1,284.924 $1.859,708
Less: Income attributable to unvested stock-based
| _compensation aWards .........ccccceiieiinininii s _ (8,844) (5,856)_  (10,197)
Net income available to common shareholders ............cccocvveeevvereireeneeenen. $ 1,776,987 $1,279,068 $_1_,§_4_9,§.1 1
rATijusted weighted-average shares outstanding: .
Common and unvested stock-based compensation awards................... 129,539 129,404 135,169
E Less: Unvested stock-based compensation awards ........c..cccceeeeiniennenns (890) (766) (7}{'1')‘

Plus: Incremental shares from assumed conversion of
stock-based compensation awards and warrants to

_purchase common StOck ..........ooooiiii i 163 _ 66 _ 34
ﬁusted_weightedfaverage shares outstanding.........cccccoecceeveennnnne s 128,812 128,704 134,462]
Diluted earnings per common Share ..............osrooooor . $___13.80_8___ 994 $__ 13.75]

GAAP defines unvested share-based awards that contain nonforfeitable rights to dividends or
dividend equivalents (whether paid or unpaid) as participating securities that shall be included in the
computation of earnings per common share pursuant to the two-class method. The Company has
issued stock-based compensation awards in the form of restricted stock and restricted stock units,
which, in accordance with GAAP, are considered participating securities.

Stock-based compensation awards and warrants to purchase common stock of M&T
representing common shares of 461,000 in 2021, 474,000 in 2020 and 238,000 in 2019 were not
included in the computations of diluted earnings per common share because the effect on those years
would have been antidilutive.
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16. Comprehensive income

The following tables display the components of other comprehensive income (loss) and amounts
reclassified from accumulated other comprehensive income (loss) to net income:

Balance — January 1, 2021
Other comprehensive income before reclassifications:

Defined
Investment Benefit
Securities Plans

Total
Amount Income
Other _ Before Tax Tax Net

195,386 $(650,087)% 369,558 $ (85,143)

(In thousands)
$ 22,i11 $ (63,032)

L Unrealized holding 10SSES, NEL..........cco.corvoreronverrnssonsnnsrennes . 95,114) — — __ (95,114) ____24.870___(70,244)
Foreign currency translation adjustment.... — — (1,218) _ (1,218) 356 (862)
! Unrealized losses on cash flow hedges... — —(32,292) _ _(32,292) 8.410__ (23,882).
Current year benefit plans gains — 206274 — 206274 (54,016) 152,258
Total other comprehensive income (loss) before .- ' .
L reClasSifications .............coovvveivsiiesiiriese s (95,114) 206,274 . (33,510) 77,650 __ _ (20,380) 57,270
Amounts reclassified from accumulated other comprehensive :
income that_(increase) decrease net income:
| Amortization of unrealized holding o . J
losses on held-to-maturity SECUFItES .......c...coovevvvsevevevennnns 4,427 — = 4,427 (a) __(1,154) 3,273
Gains realized in NELINCOME ........oooviiiiiniiiriiiiiiiiceins 3 — — (8)(b) 2 6)
Accretion of net gain on terminated cash . ’
flow hedges ... = — (120) (120)(c) 32 (88)
Net yield adjustment rom cash flow hedges
currently in effect ... — — _(252,397)_ (252,397)(a)___ 65,741 _ (186,656)
{___ Amortization of prior service credit .. — (4,185) = (4,185)(d) . _1,095__ __ (3 090)
Amortization of actuarial losses ........ — 87,722 —. 87,722 (d)_ (22,971)__ 64,751
Total other comprehensive income (loss).... (90,695) 289,811  (286,027)  (86911)__ 22365 _ (64,546)

Balance — December 31,2021 ..........cococcoiimmcicneiinniicens $ 104,691 $(360276)$ 83,531 $(172,054) $ 44476 $(127,578)
Balance —January 1,2020...........oo.ooooniineiiii $ 50,701 $(464,548) $_ 133,888 $(279,959)__ $ 73,279 $(206,680)
Other comprehensnve income before reclassifications: - ) I
Unrealized holding gains, net ... 141,081 — — 141,081 (36 498) __ 104,583
Foreign currency translation adjustment......................cccocoee — — 2,724 2,724 (440) ____2 m
Unrealized gains on cash flow hedges ... — — 505,042 505,042 (130,432) 374,610
[__Cun'ent year benefit plans 10SS€s ,...........cccovieiniiiiniiiinin. — . (238218) —. (238218)__ 60 208 . (178, 010)
Total other comprehensive income (loss) before
1eClaSSIfICAIIONS .....o.ooouieiiisis ettt cnenes 141,081 (238,218) 507,766 _ 410,629 __ (107,162) 303,467
‘Amounts reclassified from accumulated other comprehensive '
L_income that (increase) decrease net income:
Amortization of unrealized holding
losses_op_ht_ald -to-| matunty SECUMES L.oooovvoviviienniin 3,606 — — _g,@gg(g)ﬁ(g@)_g,eﬂ
L__Gains realized in NEt iNCOME ..........c.occoverrrererrrisrreseninenes 2) — — (2)(b) 1 (1)
Accretion of net gain on terminated cash
flow hedges ... — — (125) ___ (125)(c) .9
Det yield adJustmem from cash flow hedges '
currently in effect ........cocooovriiriccccc e e — — _(271,971) _(271,971)(a)___70,239__ (201,732)
Amortization of pggr_gervnce credit ................ — 4,181) — @4.18)(d)y_ ! 057 (3,129)
Amortization of actuarial losses ........ — . 56,860 — 56,860 (d)__(14,371) 42,489 |
Total other comprehenswe income (loss). 144,685 (185, 539) 235,670 194816 _ (51,168) 143,648
Balance— ~ December 31, 2020 oo .3 195!386 g650=08 ) $ 369,558 $ (85, 143) $ 22111 $ (63 032)
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Defined Total

Investment Benefit Amount Income
Securities Plans Other _ Before Tax Tax Net
(In thousands)
Balance — January 1,2019....cooooooovienniiiiniene $__(200,107) $(354,502) $ (14,719) $ (569,328) _ $149,247 $(420,081)
Other comprehensive income before reclassifications: _ J
Unrealized holding gains, net ...............cooooviioniiii 247411 — — 247411 (65,009) _ 182,402
L Foreign currency translation adjustment.............cc.....cccoucreene. — — 1,381 1,381 (290)____I,(m
Unrealized gains on cash flowhedges ... — — 160,373 160,373 (42,163) 118,210
L___Currentyearbeneﬁt PlanS 10SSES .....ovoveieric e — . (126,618) —._(126618) . 33287 (93,331)
Total other comprehensive income (loss) before
TeClasSIfICAtIONS ......vivieiceniiie e 247411 _(126,618) 161,754 _ 282,547 _ _(74,175)_ 208,372

‘Amounts reclassified from accumulated other comprehensive
[_income that _(increase) decrease net income:
Amortization of unrealized holding " _ .

R losses on held-to-maturity securities LI © 3,394 — — 3,394 (a)___(892) 2,502
___ Losses realized in net iNCOME..............ccooorveerveerrrerrerrrererennn. 3 = — 3_(b) 1) ‘—24]
Accretion of net gain on terminated cash
flowhedges. ..o — — (136) (136)(c) 36 (100)
Net yield adjustment from cash flow hedges
l currently in effect ... — —_ (13,011)__(13,011)(a)___3,421____(9,590)
Amortization of prior service credit — 4,173) — (4,173)(d)__1,097 (3,076)
[ Amortization of actuarial losses...... —— —.__20,745 . — 20,745 (d)_ (5,454) _ 15,291
Total other comprehensive income (loss)............... 250,808 _(110,046) 148,607 _ 289369 __ (75968) 213,401 .
Balance — December 31, 2019 ..o, .3 50,701 $(464,548)$133,888 $ (279,959)__ $ 73,279 $(206,680)

(@) Included in interest income.

(b) Included in gain (loss) on bank investment securities.
(c) Included in interest expense.

(d) Included in other costs of operations.

Accumulated other comprehensive income (loss), net consisted of the following:

Investment Defined
Securities Benefit Plans Other Total
(In thousands)

Balance at January_1,2019.........ccccevvinnie _.$,._(147526)__%___(261,303)__$____(11,252)__$___.(420,08] )?
Net gain (loss) during 2019 ..o, 184906 (81,116) 109611 213,401
Balance at December 31, 2019............. 37,380 (342,419) 98,359 (206,680)1
Net gain (loss) during 2020 ..........ccoovcevnee. 107,222 (138,645) 175071 143,648
Balance at December 31, 2020 ................... 144,602 (481,064) 273,430 (63,032)1i
Net gain (loss) during 2021 ..................... (66977)__ 213919 _ (211,488) (64,546)
Balance at December 31, 2021 ................... _3 77625 __$  (267,145) _$ 61,942 __$  (127,578)]
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17. Other income and other expense

The following items, which exceeded 1% of total interest income and other income in the respective
period, were included in either “other revenues from operations” or “other costs of operations” in the

consolidated statement of income:

Year Ended December 31

2021 2020 2019
(In thousands)

fOler,incohqe’: - v o B

Credit-related fee income............ et $ 90,816 $ 70,387 $ 86,792
[:Credit card interchange fee income... . e 69,963

Merchant discount fE€ INCOME ......evuveeeeeeiirieeiriieeeieeercneaeseessnereisieenas 61,442
bthersexpense: : 1

PrOfeSSIONA] SEIVICES voeeuvviiireieiereeereeeierreessreereeresaneessesesssneerasecessersissrssonsrssnsesanns 348,360 240,047 330,900
|__ Amortization of capitalized mortgage servicing rights ..........ccccccveievsrenienaennes . 89,767__ 84,821 ___ 71,888

18. International activities

The Company engages in limited international activities including certain trust-related services in
Europe, collecting Eurodollar deposits, engaging in foreign currency transactions associated with
customer activity, providing credit to support the international activities of domestic companies and

holding certain loans to foreign borrowers. Assets and revenues associated with international

activities represent less than 1% of the Company’s consolidated assets and revenues. International
assets included $197 million and $170 million of loans to foreign borrowers at December 31, 2021
and 2020, respectively. Deposits in the Company’s office in the Cayman Islands aggregated $652
million at December 31, 2020. There were no outstanding deposits at the Cayman Islands office at
December 31, 2021 and the office is closed. Deposits at M&T Bank’s office in Ontario, Canada were
$32 million at each of December 31, 2021 and December 31, 2020. Revenues from providing
international trust-related services were approximately $38 million in 2021, $36 million in 2020 and

$32 million in 2019.

19. Derivative financial instruments

As part of managing interest rate risk, the Company enters into interest rate swap agreements to
modify the repricing characteristics of certain portions of the Company’s portfolios of earning assets
and interest-bearing liabilities. The Company designates interest rate swap agreements utilized in the
management of interest rate risk as either fair value hedges or cash flow hedges. Interest rate swap
agreements are generally entered into with counterparties that meet established credit standards and
most contain master netting, collateral and/or settlement provisions protecting the at-risk party.
Based on adherence to the Company’s credit standards and the presence of the netting, collateral or
settlement provisions, the Company believes that the credit risk inherent in these contracts was not

material as of December 31, 2021.

The net effect of interest rate swap agreements was to increase net interest income by $287
million 2021 and $312 million in 2020 , and to decrease net interest income by $2 million in 2019.
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Information about interest rate swap agreements entered into for interest rate risk management
purposes summarized by type of financial instrument the swap agreements were intended to hedge
follows:

Weighted- Estimated
Notional Average _ Average Rate Fair Value
Amount Maturity Fixed Variable Gain (Loss) (a)
(In thousands) (In years) (In thousands)
December 31, 2021
Fair value hedges:
E_Eigged rate long-term borrowings (b) ....... ereeereneennrneeeenenseenee 31,650,000 2.3_2.86%__ 0.74%$ 41
Cash flow hedges:
Interest payments on variable rate »
| _____commercial real estate loans (D)(€)....revurecerennnnincennnn. 21,700,000 0.6 1.24%___0.09% 248
TOAL ...ttt $23,350,000 0.7 $ (207)
lDecember_3 1,2020
Fair value hedges: . _ . . v .
[_Fixed rate long-term borrowings (b) .........cccoevverreerruerrennnn. $_1,650,000____ 33.2.86%__0.79%$ 651]
Cash flow hedges: v
Interest payments on variable rate
L___commercial real estate loans (b)(d)........cccecerccrecuennnrnnne 49,400,000 0.9 222%__ 0.15% 425 ]
Total. ..o $51,050,000 1.0 $ 1,076

(a) Certain clearinghouse exchanges consider payments by counterparties for variation margin on derivative
instruments to be settlements of those positions. The impact of such treatment at December 31, 2021 and
December 31, 2020 was a reduction of the estimated fair value gains on interest rate swap agreements
designated as fair value hedges of $43.5 million and 8101.5 million, respectively, and on interest rate swap
agreements designated as cash flow hedges of $88.2 million and $372.2 million, respectively.

(b) Under the terms of these agreements, the Company receives settlement amounts at a fixed rate and pays at a
variable rate.

(c) Includes notional amount and terms of 88.4 billion of forward-starting interest rate swap agreements that
become effective in 2022.

(d) Includes notional amount and terms of 832.1 billion of forward-starting interest rate swap agreement that
become effective in 2021-2022. ’

The notional amount of interest rate swap agreements entered into for risk management
purposes that were outstanding at December 31, 2021 mature as follows:

(In_thousands)
Year ending December 31:

D022 oo e r oAt E AL $ 16,500,000
7. 200 oo oo I J— 6,350,000 |
2027ttt ettt ettt 500,000
[ —$23,350,000 ]

The Company utilizes commitments to sell residential and commercial real estate loans to hedge the
exposure to changes in the fair value of real estate loans held for sale. Such commitments have generally
been designated as fair value hedges. The Company also utilizes commitments to sell real estate loans to
offset the exposure to changes in fair value of certain commitments to originate real estate loans for sale.

Derivative financial instruments used for trading account purposes included interest rate
contracts, foreign exchange and other option contracts, foreign exchange forward and spot contracts,
and financial futures. Interest rate contracts entered into for trading account purposes had notional
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values of $32.6 billion and $37.8 billion at December 31, 2021 and 2020, respectively. The notional
amounts of foreign currency and other option and futures contracts entered into for trading account
purposes aggregated $1.1 billion and $776 million at December 31, 2021 and 2020, respectively.

Information about the fair values of derivative instruments in the Company’s consolidated
balance sheet and consolidated statement of income follows:

Asset Derivatives Liability Derivatives
Fair Value Fair Value
December 31, December 31, December 31, December 31,
2021 2020 2021 2020

(In thousands)
Derivatives designated and qualifying as hedging instruments

Interest rate swap.agreements (a)................... eereeirrrenresrensestaine $ 258 % 1,968 $ 465 % 892}
Commitments to sell real estate loans (&) ..o 4,044 1,488 548 8,458
L - : . 4302 3456 1,013 9,350,
Derivatives not designated and qualifying as hedging
instruments
Mortgage-related commitments to originate real estate loans o . 1
Lfor»salef(a) .......................................... e eerere e 11,728 43,599 5,288, - 365
Commitments to sell real estate 10ans () ..................c.ccoooccoeeec. 8,137 2,409 4,108 13,868
Trading: N C ,
Interest rate contracts (b) .........cccoovoiioiiiniiiiice 410,056 1,008,913 76,278 105,768
Foreign exchange and other option and futures . - L
|- contracts (b) .......... st [ 8,230 9,608 7,156 11,134
438,151 1,064,529 92,830 131,135
Total dEriVAtIVES .%o ocoovvvoooo oo $ 442,453$1,067,985% 93,843 140,485l

(a)  Asset derivatives are reported in other assets and liability derivatives are reported in other liabilities.

(b)  Asset derivatives are reported in trading account assels and liability derivatives are reported in other liabilities. The impact of
variation margin payments at December 31, 2021 and December 31, 2020 was a reduction of the estimated fair value of interest
rate contracts in the trading account in an asset position of $54.4 million and 85.6 million, respectively, and in a liability position
of $305.1 million and 8806.5 million, respectively.

Amount of Gain (Loss) Recognized

Year Ended Year Ended Year Ended
December 31, 2021 December 31, 2020 December 31, 2019
Hedged Hedged Hedged

Derivative Item Derivative Item Derivative Item
(In thousands)

Derivatives in fair value '
Lhedging relationships _
Interest rate swap agreements:

|__Fixed rate long-term borrowings (a) ..........c..... $(58,599)857,716 $ 57,611 $(57,686)$ 95,006 $(94,742)

Derivatives not designated as
hedging instruments

Trading: _ : ]
Interest rate contracts (b).........coooovvvsviscririneenc $(11,268) $ 6,344 $ 24,701
Foreign exchange and other option and i I

| . _futures contracts (b).......coeeieneesioninincennenne —_ 9,064 7,363 _. 8.511

TOAL ettt $ (2,204) $ 13,707 $ 33,212

(a)  Reported as an adjustment to interest expense.
(b)  Reported as trading account and foreign exchange gains.
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Cumulative Amount of Fair
Value Hedging Adjustment
Increasing (Decreasing) the

Carrying Amount of the Carrying Amount of the
Hedged Item Hedged Item
December 31, December 31, December 31, December 31,
2021 2020 2021 2020

(In thousands)

Location in the Consolidated Balance Sheet
Lof,the Hedged Items in Fair Value Hedges __

Long-term debt......evrerernrrrerorrrersrree e 51,692,943 $1,750,048__$__43,610___$_ 101,326}

“>  The amount of interest income recognized in the consolidated statement of income associated
with derivatives designated as cash flow hedges was $252 million and $272 million for 2021 and
2020, respectively. As of December 31, 2021, the unrealized gain recognized in other comprehensive
income related to cash flow hedges was $88 million, of which $65 million and $23 million relate to
interest rate swap agreements maturing in 2022 and 2023, respectively.

The Company also has commitments to sell and commitments to originate residential and
commercial real estate loans that are considered derivatives. The Company designates certain of the
commitments to sell real estate loans as fair value hedges of real estate loans held for sale. The
Company also utilizes commitments to sell real estate loans to offset the exposure to changes in the
fair value of certain commitments to originate real estate loans for sale. As a result of these activities,
net unrealized pre-tax gains related to hedged loans held for sale, commitments to originate loans for
sale and commitments to sell loans were approximately $24 million and $64 million at December 31,
2021 and 2020, respectively. Changes in unrealized gains and losses are included in mortgage
banking revenues and, in general, are realized in subsequent periods as the related loans are sold and
commitments satisfied.

The Company does not offset derivative asset and liability positions in its consolidated financial
statements. The Company’s exposure to credit risk by entering into derivative contracts is mitigated
through master netting agreements and collateral posting or settlement requirements. Master netting
agreements covering interest rate and foreign exchange contracts with the same party include a right
to set-off that becomes enforceable in the event of default, early termination or under other specific
conditions.

The aggregate fair value of derivative financial instruments in a liability position, which are
subject to enforceable master netting arrangements, was $35 million and $114 million at
December 31, 2021 and 2020, respectively. The Company was required to post collateral relating to
those positions of $33 million and $103 million at December 31, 2021 and 2020, respectively.
Certain of the Company’s derivative financial instruments contain provisions that require the
Company to maintain specific credit ratings from credit rating agencies to avoid higher collateral
posting requirements. If the Company’s debt ratings were to fall below specified ratings, the
counterparties of the derivative financial instruments could demand immediate incremental
collateralization on those instruments in a net liability position. The aggregate fair value of all
derivative financial instruments with such credit risk-related contingent features in a net liability
position on December 31, 2021 was not material.

The aggregate fair value of derivative financial instruments in an asset position with
counterparties, which are subject to enforceable master netting arrangements, was $7 million and $3
million at December 31, 2021 and 2020, respectively. Counterparties posted collateral relating to
those positions of $6 million and $3 million at December 31, 2021 and 2020, respectively. Trading
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account interest rate swap agreements entered into with customers are subject to the Company’s
credit risk standards and often contain collateral provisions.

In addition to the derivative contracts noted above, the Company clears certain derivative
transactions through a clearinghouse, rather than directly with counterparties. Those transactions
cleared through a clearinghouse require initial margin collateral and variation margin payments
depending on the contracts being in a net asset or liability position. The amount of initial margin
collateral posted by the Company was $132 million and $135 million at December 31, 2021 and
2020, respectively. The fair value asset and liability amounts of derivative contracts have been
reduced by variation margin payments treated as settlements as described herein. Variation margin
on derivative contracts not treated as settlements continues to represent collateral posted or received
by the Company. In conjunction with changes made by the clearinghouse to prepare for reference
rate reform, the Company changed the discount rate index used to value interest rate swaps from the
Federal Funds Overnight Index swap rate to the Secured Overnight Financial Rate in October 2020.
The change did not have a material impact on the Company's consolidated financial statements.

20. Variable interest entities and asset securitizations

The Company’s securitization activity has consisted of securitizing loans originated for sale into
government issued or guaranteed mortgage-backed securities that are then retained by the Company.
The amounts of those securitizations in 2021, 2020 and 2019 are presented in the Company’s
consolidated statement of cash flows. The Company has not recognized any losses as a result of
having securitized assets.

As described in note 9, M&T has issued junior subordinated debentures payable to various
trusts that have issued Capital Securities. M&T owns the common securities of those trust entities.
The Company is not considered to be the primary beneficiary of those entities and, accordingly, the
trusts are not included in the Company’s consolidated financial statements. At each of December 31,
2021 and 2020, the Company included the junior subordinated debentures as “long-term borrowings”
in its consolidated balance sheet and recognized $23 million in other assets for its “investment” in the
common securities of the trusts that will be concomitantly repaid to M&T by the respective trust
from the proceeds of M&T’s repayment of the junior subordinated debentures associated with
preferred capital securities described in note 9.

The Company has invested as a limited partner in various partnerships that collectively had total
assets of approximately $3.0 billion at December 31, 2021 and $2.3 billion at December 31, 2020.
Those partnerships generally construct or acquire properties for which the investing partners are
eligible to receive certain federal income tax credits in accordance with government guidelines. Such
investments may also provide tax deductible losses to the partners. The partnership investments also
assist the Company in achieving its community reinvestment initiatives. As a limited partner, there is
no recourse to the Company by creditors of the partnerships. However, the tax credits that result from
the Company’s investments in such partnerships are generally subject to recapture should a
partnership fail to comply with the respective government regulations. The Company’s carrying
amount of its investments in such partnerships was $933 million, including $361 million of unfunded
commitments, at December 31, 2021 and $861 million, including $406 million of unfunded
commitments, at December 31, 2020. Contingent commitments to provide additional capital
contributions to these partnerships were not material at December 31, 2021. The Company has not
provided financial or other support to the partnerships that was not contractually required. The
Company’s maximum exposure to loss from its investments in such partnerships as of December 31,
2021 was $1.2 billion, including possible recapture of certain tax credits. Management currently
estimates that no material losses are probable as a result of the Company’s involvement with such
entities. The Company, in its position as limited partner, does not direct the activities that most
significantly impact the economic performance of the partnerships and, therefore, in accordance with
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the accounting provisions for variable interest entities, the partnership entities are not included in the
Company’s consolidated financial statements. The Company’s investment in qualified affordable
housing projects is amortized to income taxes in the consolidated statement of income as tax credits
and other tax benefits resulting from deductible losses associated with the projects are received.

The Company serves as investment advisor for certain registered money-market funds. The
Company has no explicit arrangement to provide support to those funds, but may waive portions of
its allowable management fees as a result of market conditions.

21. Fair value measurements
GAAP permits an entity to choose to measure eligible financial instruments and other items at fair
value. The Company has not made any fair value elections at December 31, 2021.

Pursuant to GAAP, fair value is defined as the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement
date. A three-level hierarchy exists in GAAP for fair value measurements based upon the inputs to
the valuation of an asset or liability.

e  Level 1 — Valuation is based on quoted prices in active markets for identical assets and

liabilities.

e  Level 2 — Valuation is determined from quoted prices for similar assets or liabilities in
active markets, quoted prices for identical or similar instruments in markets that are not
active or by model-based techniques in which all significant inputs are observable in the
market.

e  Level 3 — Valuation is derived from model-based and other techniques in which at least
one significant input is unobservable and which may be based on the Company’s own
estimates about the assumptions that market participants would use to value the asset or
liability.

When available, the Company attempts to use quoted market prices in active markets to
determine fair value and classifies such items as Level 1 or Level 2. If quoted market prices in active
markets are not available, fair value is often determined using model-based techniques incorporating
various assumptions including interest rates, prepayment speeds and credit losses. Assets and
liabilities valued using model-based techniques are classified as either Level 2 or Level 3, depending
on the lowest level classification of an input that is considered significant to the overall valuation.
The following is a description of the valuation methodologies used for the Company’s assets and
liabilities that are measured on a recurring basis at estimated fair value.

Trading account assets and liabilities

Trading account assets and liabilities include interest rate contracts and foreign exchange contracts
with customers who require such services with offsetting positions with third parties to minimize the
Company’s risk with respect to such transactions. The Company generally determines the fair value
of its derivative trading account assets and liabilities using externally developed pricing models
based on market observable inputs and, therefore, classifies such valuations as Level 2. Mutual funds
held in connection with deferred compensation and other arrangements have been classified as Level
1 valuations. Valuations of investments in municipal and other bonds can generally be obtained
through reference to quoted prices in less active markets for the same or similar securities or through
model-based techniques in which all significant inputs are observable and, therefore, such valuations
have been classified as Level 2.
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Investment securities available for sale and equity securities

The majority of the Company’s available-for-sale investment securities have been valued by
reference to prices for similar securities or through model-based techniques in which all significant
inputs are observable and, therefore, such valuations have been classified as Level 2. Certain
investments in mutual funds and equity securities are actively traded and, therefore, have been
classified as Level 1 valuations.

Real estate loans held for sale

The Company utilizes commitments to sell real estate loans to hedge the exposure to changes in fair
value of real estate loans held for sale. The carrying value of hedged real estate loans held for sale
includes changes in estimated fair value during the hedge period. Typically, the Company attempts to
hedge real estate loans held for sale from the date of close through the sale date. The fair value of
hedged real estate loans held for sale is generally calculated by reference to quoted prices in
secondary markets for commitments to sell real estate loans with similar characteristics and,
accordingly, such loans have been classified as a Level 2 valuation.

Commitments to originate real estate loans for sale and commitments to sell real estate loans

The Company enters into various commitments to originate real estate loans for sale and
commitments to sell real estate loans. Such commitments are considered to be derivative financial
instruments and, therefore, are carried at estimated fair value on the consolidated balance sheet. The
estimated fair values of such commitments were generally calculated by reference to quoted prices in
secondary markets for commitments to sell real estate loans to certain government-sponsored entities
and other parties. The fair valuations of commitments to sell real estate loans generally result in a
Level 2 classification. The estimated fair value of commitments to originate real estate loans for sale
is adjusted to reflect the Company’s anticipated commitment expirations. The estimated commitment
expirations are considered significant unobservable inputs contributing to the Level 3 classification
of commitments to originate real estate loans for sale. Significant unobservable inputs used in the
determination of estimated fair value of commitments to originate real estate loans for sale are
included in the accompanying table of significant unobservable inputs to Level 3 measurements.

Interest rate swap agreements used for interest rate risk management

The Company utilizes interest rate swap agreements as part of the management of interest rate risk to
modify the repricing characteristics of certain portions of its portfolios of earning assets and interest-
bearing liabilities. The Company generally determines the fair value of its interest rate swap
agreements using externally developed pricing models based on market observable inputs and,
therefore, classifies such valuations as Level 2. The Company has considered counterparty credit risk
in the valuation of its interest rate swap agreement assets and has considered its own credit risk in the
valuation of its interest rate swap agreement liabilities.
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The following tables present assets and liabilities at December 31, 2021 and 2020 measured at

estimated fair value on a recurring basis:

Fair Value

M ements Level 1 Level 2 Level 3
(In thousands)
December 31, 2021 ]
Trading acCOUNt ASSELS ....oveveureiiieeeeiieerieieteeeecieeeienis $ 468,031 $ 49545 § 418,486 $ —
Investment securities available for sale: ]
U.S. Treasury and federal agencies.................... 678,690 — 678,690 —
[__ Mortgage-backed securities: i
Government issued or guaranteed................. 3,155,312 — 3,155312 —
{__Other debt SECUTItIES...........vrerrrerrerrerereereeeiaereans 121,802 __ — 121,802 - —]
_ 3,955,804 - — 3,955,804 —.
Equity securities ......... e 77,640 68,850 8,790 —]
Real estate loans held for sale............c.coeveeevineennnenn. 899,282 — 899,282 —
tatherAassets‘(a) ettt et h e a e r e e 24,167 __ — 12,439 11,728 |
TOLAl ASSELS ...veveeereeeeeeeeeeeereeieeeeeeieereeeeeeerees $ 5424924 $ 118395. $ 5294801 % 11,728
;'T—rading account liabilities .......coeeeoeeeeeecrieeceee _$__ . 83434__% — $ 83434__5% —
Other liabilities (8). oo 10,409 — 5,121 5,288
L_Total HAbIHEES ...ooeeeirieeieiee e $ 93,843 __ § —_9$ 88,555 __ % 5,288]
December 31, 2020 _ J
Trading aCCOUNT @SSELS......veervererreerrenreecieeesreacenre $ 1,068,581 $ 50,060 $ 1,018,521 § —
Investment securities available for sale: : ]
U.S. Treasury and federal agencies.................... 9,338 — 9,338 —
Mortgage-backed securities: ]
Government issued or guaranteed................. 4,683,438 — 4,683,438 —
{ Privately iSSUEd ........c..ouurveermrrerreereerecseenernes L 16 — — 16 §
Other debt SECUTItIES.....veveeeeereeeieiiireireraieees 129,814 — 129,814 —
L , 4,822,606 — 4822590 __ 16 ]
Equity SECUrities .....ccoovoeonrininenivinieciicnsicccn 92,985 63,129 29,856 —
Real estate loans held for sale..........ccovvieininnn.nn _ 1,054,676 — 1,054,676 ;—J
Other assets (a) 49,464 — 5,865 43,599
[__Total_assets . % 7088312 $§ 113,189 __$ 6,931,508 _ % 43,615 ]
Trading account liabilities $§ 116,902 _§ — § 116902 § —
Bther_liabilities,(a) ................................... . 23,583 — 23,218 365 |
Total Habilities ......cceeereeeeiiierieree e ees $ 140485 § — $ 140,120 % 365
(a) Comprised predominantly of interest rate swap agreements used for interest rate risk management (Level 2), commitments to sell

real estate loans (Level 2) and commitments to originate real estate loans to be held for sale (Level 3).
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The changes in Level 3 assets and liabilities measured at estimated fair value on a recurring
basis during the years ended December 31, 2021, 2020 and 2019 were as follows:

Investment
Securities
Available for Sale
Privately Issued
Mortgage- Other Assets and
Backed Securities Other Liabilities
) (In thousands)
2021
Balance — January 1, 2021 .......coveerevvrveveiieeeericieniens $ 16 $ 43,234

Total gains realized-/_unrealized: : _ |
Included in €arnings..........cocevvviiviniininsienieinen, 126,223 (a)

SELIEMENLS ...o.oevveveerieresereiaeeeianieereereeceeeeesenenene (16)___ —

Transfers out of Level 3...cccvvvviieiioiiiiiieeeiiieeeecvveeereenns — (163,017)(b)
Balance — December 31, 2021 ........eveemmereeererceceree. e $ —__$ 6440
Changes in unrealized gains included in earnings
[ related to assets still held at December 31, 2021 ......... $ —__ 3 8,619 (a)
2020
Balance — January 1,2020 . .......coooooninniiiiinn, $ 16 $ 10,740
Total gains realized/unrealized: - ]
Included in €arnings........ococcereriiicrioeneneininniiiinns — 194,469 (a)
iTransfers out of Level 3................ erreeerereeenteeanresanrreeans : _— (v161,975)(b)‘,
Balance — December 31,2020........cccccevevninenernrnnnenn. $ 16§ 43,234
'Changes in unrealized gains included in earnings v
Lrglaged to assets still held at December 31,2020 .......... ' $ — 93 42,597 (a)
2019
Balance — January_1, 2019 ........cocevvervoemereneeneerenencenes : 3 2__$ 7,712 __|
Total gains realized/unrealized:
L___Included N EAMINGS...cceiiieeiereeeeerie e — 129,398 _(a)
SEIEMENTS ..vveeieeieeeeeeeieeiree et ee s e e eieeesmraeseressine (6)_ —
Transfers out of Level 3....... et ee st e ate e et eereeserenne . - — (126,370)(b)"
Balance — December 31, 2019.......cccvvvvvrirernenaranencns $ 16__ % 10,740
rChanges in unrealized gains included in earnings ' o i
Lrelated to assets still held at December 31,2019......... $ —__.3 11,146 (a)

(a)  Reported as morigage banking revenues in the consolidated statement of income and includes the fair value of commitment
issuances and expirations.
(b)  Transfers out of Level 3 consist of interest rate locks transferred to closed loans.

The Company is required, on a nonrecurring basis, to adjust the carrying value of certain assets
or provide valuation allowances related to certain assets using fair value measurements. The more
significant of those assets follow.

Loans

Loans are generally not recorded at fair value on a recurring basis. Periodically, the Company records
nonrecurring adjustments to the carrying value of loans based on fair value measurements for partial
charge-offs of the uncollectable portions of those loans. Nonrecurring adjustments also include
certain impairment amounts for collateral-dependent loans when establishing the allowance for credit
losses. Such amounts are generally based on the fair value of the underlying collateral supporting the
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loan and, as a result, the carrying value of the loan less the calculated valuation amount does not
necessarily represent the fair value of the loan. Real estate collateral is typically valued using
appraisals or other indications of value based on recent comparable sales of similar properties or
assumptions generally observable in the marketplace and the related nonrecurring fair value
measurement adjustments have generally been classified as Level 2, unless significant adjustments
have been made to the valuation that are not readily observable by market participants. Non-real
estate collateral supporting commercial loans generally consists of business assets such as
receivables, inventory and equipment. Fair value estimations are typically determined by discounting
recorded values of those assets to reflect estimated net realizable value considering specific borrower
facts and circumstances and the experience of credit personnel in their dealings with similar borrower
collateral liquidations. Such discounts were generally in the range of 15% to 90% with a weighted-
average of 31% at December 31, 2021. As these discounts are not readily observable and are
considered significant, the valuations have been classified as Level 3. Automobile collateral is
typically valued by reference to independent pricing sources based on recent sales transactions of
similar vehicles, and the related non-recurring fair value measurement adjustments have been
classified as Level 2. Collateral values for other consumer installment loans are generally estimated
based on historical recovery rates for similar types of loans, which at December 31, 2021 was 66%.
As these recovery rates are not readily observable by market participants, such valuation adjustments
have been classified as Level 3. Loans subject to nonrecurring fair value measurement were

$574 million at December 31, 2021 ($340 million and $234 million of which were classified as Level
2 and Level 3, respectively), $652 million at December 31, 2020 ($339 million and $313 million of
which were classified as Level 2 and Level 3, respectively), and $305 million at December 31, 2019
($115 million and $190 million of which were classified as Level 2 and Level 3, respectively).
Changes in fair value recognized during the years ended December 31, 2021, 2020 and 2019 for
partial charge-offs of loans and loan impairment reserves on loans held by the Company at the end of
each of those years were decreases of $53 million, $222 million and $110 million, respectively.

Assets taken in foreclosure of defaulted loans

Assets taken in foreclosure of defaulted loans are primarily comprised of commercial and residential
real property and are generally measured at the lower of cost or fair value less costs to sell. The fair
value of the real property is generally determined using appraisals or other indications of value based
on recent comparable sales of similar properties or assumptions generally observable in the
marketplace, and the related nonrecurring fair value measurement adjustments have generally been
classified as Level 2. Assets taken in foreclosure of defaulted loans subject to nonrecurring fair value
measurement were $3 million and $22 million at December 31, 2021 and December 31, 2020,
respectively. Changes in fair value recognized during the years ended December 31, 2021, 2020 and
2019 for foreclosed assets held by the Company at the end of each of those years were not material.

Capitalized servicing rights

Capitalized servicing rights are initially measured at fair value in the Company’s consolidated
balance sheet. The Company utilizes the amortization method to subsequently measure its
capitalized servicing assets. In accordance with GAAP, the Company must record impairment
charges, on a nonrecurring basis, when the carrying value of certain strata exceed their estimated
fair value. To estimate the fair value of servicing rights, the Company considers market prices
for similar assets, if available, and the present value of expected future cash flows associated
with the servicing rights calculated using assumptions that market participants would use in
estimating future servicing income and expense. Such assumptions include estimates of the cost
of servicing loans, loan default rates, an appropriate discount rate, and prepayment speeds. For
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purposes of evaluating and measuring impairment of capitalized servicing rights, the Company
stratifies such assets based on the predominant risk characteristics of the underlying financial
instruments that are expected to have the most impact on projected prepayments, cost of
servicing and other factors affecting future cash flows associated with the servicing rights. Such
factors may include financial asset or loan type, note rate and term. The amount of impairment
recognized is the amount by which the carrying value of the capitalized servicing rights for a
stratum exceed estimated fair value. Impairment is recognized through a valuation allowance.
The determination of fair value of capitalized servicing rights is considered a Level 3 valuation.
Capitalized servicing rights related to residential mortgage loans of $138 million and $159
million at December 31, 2021 and December 31, 2020, respectively, required a valuation
allowance of $24 million and $30 million, respectively. Significant unobservable inputs used in
this Level 3 valuation included weighted-average prepayment speeds of 14.64% and 16.01% at
December 31, 2021 and December 31, 2020, respectively, and a weighted-average option-
adjusted spread of 900 basis points at each date. Changes in fair value recognized for impairment
of capitalized servicing rights were a decrease in the valuation allowance of $6 million in 2021
and an increase in the valuation allowance of $23 million and $7 million in 2020 and 2019,
respectively.

Significant unobservable inputs to level 3 measurements
The following tables present quantitative information about significant unobservable inputs used in
the fair value measurements for Level 3 assets and liabilities at December 31, 2021 and 2020:

Range
Valuation Unobservable (Weighted-
Fair Value Technique Inputs/Assumpti Average)
(In thousands) e e

December 31, 2021 _ . ]
Recurring fair value
measurements —

Discounted cash Commitment —J
Net other assets (liabilities) (a).... 6,440 __flow expirations _0% - 80% (10%)
December 31, 2020, I )
Recurring fair value
measurements _
Privately issued mortgage- Two independent ‘
Lbacked SECUNItieS...covereeriennene __$__ ____16 _ pricing quotes R — _ — i

Discounted cash Commitment
Net other assets (liabilities) (a).... 43,234  flow expirations 0% - 98% (16%)

(a) Other Level 3 assets (liabilities) consist of commitments to originate real estate loans.

Sensitivity of fair value measurements to changes in unobservable inputs

An increase (decrease) in the estimate of expirations for commitments to originate real estate loans
would generally result in a lower (higher) fair value measurement. Estimated commitment
expirations are derived considering loan type, changes in interest rates and remaining length of time
until closing.
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Disclosures of fair value of financial instruments

The carrying amounts and estimated fair value for financial instrument assets (liabilities) are

presented in the following tables:

December 31, 2021
Carrying Estimated .
Amount Fair Value Level 1 Level 2 Level 3
(In thousands)
Financial assets: j
Cash and cash equivalents.......c....ccc.ccue...... $ 1,337,577 1,337,577 1 205 269 132 308
[__Interest-bearing deposits at banks ................ 4 872 304__41, 872 304 . — 41,872,304
Trading account assets ............cocceerirererenne. 468,031 468,031 49,545 418,486
,[__Investment SECUMItIES..cevvuvevrsriene R 7,155,860__ 7,192,476____68,850__ 7,066,293 577,333
~ Loans and leases: ' '
[ Commercial loans and leases................... __23,473,324_ 23,285,224 — — 23,285,224 ]
Commercial real estate loans.................. 35,389,730 _ 34,730,191 — 425,010 34,305,181
| Residential real estate loans.................... 16, 074 445__16, 160 799 — 4,524,018 _1 1,636,781_!
Consumer 0ans .........cceeveveervveeereeenenennns 17,974,953 18,121,363 — — 18,121,363
[ Allowance for credit losses........c.cc.c.ce . (1,469,226) — — — —
Loans and leases, net..........cccceevvernes 91,443,226 92,297,577 — 4,949,028 87,348,549
[ _Accrued interest receivable .............coor..ee.... 335,162___ 335,162 — 335,162 —_
Financial liabilities:
LNon’interest:bearing depositS......ccovvreenrnnen __$(60,131,480) (60,131,480) ___ _— (60,131,480) —I

Savings and interest-checking deposits........

— (68,603,966)

[ __Time deposits OOt ____a Wl §-é—3:).__a g-l-(_) T{E) 6 8?(.) 143) I
Short-term borrowings .........coevvevivieiniencnn. (47,046)  (47.,046) - — (47 046)
| Long-term borrowings ...... . (3,485369)_(3,562,223) _____— (3,562,223) I
Accrued interest payable (40,866) (40,866) — (40,866) —
L__Trading account liabilities...........ccc...crvune... (83,434)__ (83,434) (83,434) —
Other financial instruments: '
Commitments to originate real estate . J
L. loans forsale .......ccooveveencniieccncnnnnncennns _9S 6,440 6,440 — — 6,440
Commitments to sell real estate loans.......... ) 7,525 7,525 — 7,525 —
[_Other_creditfrelated commitments................ (123,032)___(123,032) — — (123,032)‘
Interest rate swap agreements used for
interest rate risk management.................... (207) (207) — (207) —
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December 31, 2020

Carrying Estimated
Amount Fair Value Level 1 Level 2 Level 3
(In thousands)
Financial assets: o J
Cash and cash equivalents...........cccccoennne. $ 1,552,743 1,552,743 1,497,457 55,286
[ Interest-bearing deposits at banks .............. ___23,663,810__23 663 810__ _— 23,663,810 l
Trading account assets .........covveienecninnne, 1,068,581 1,068,581 50,060 1,018,521
Dlnvestment SECUTILIES ..cereivieecreeieereeeeerreeens 7,045,697 ___7,138,989___ 63,1 29___7,005,571 _____70,289J
Loans and leases:
] Commercial loans and leases................ 27,574,564 _ 27,220,699 — — 27,220,69?]
Commercial real estate loans................ 37,637,889 36,816,580 — 277911 36,538,669
[ Residential real estate loans.........c.......____- 16,752,993 17,089,141 — 4,]35,655_,12,953,‘?6_!
Consumer 10ans .........cccoevvveeeeeieneennnees 16,570,421 16,554,050 — — 16,554,050
| Allowance for credit losses..........c........ _(1,736,387) — — —. —-j
Loans and leases, net...................... 96,799,480 97,680,470 — 4,413,566 93,266,904
[_Accrued interest receivable .........c.cco....c.. 419,936___ 419,936 — 419,936 —I
Financial liabilities: - _
[_Noninterestfbearingvdeposits..‘ .................... ___$(47,572,884) (47,572,884)_ — (47,572,884) — !
Savings and interest-checking deposits....... (67,680,840) (67,680,840) — (67,680.840)  _ _ —
[_Time»deposits ............................................. (3,899,910) __(3,919,367) — (3,919,367) — i
Deposits at Cayman Islands office............. (652,104) _(652,104) —_____(6_5_2_,]_9_5) —.
L__Short-term bOrrowings ............coo.eveeveereenne o (59,482) _  (59,482) _ __ _— _ (59482). —
Long-term borrowings ........ _ (4 382,193)_(4,490,433) - (4 490,433)
Accrued interest payable .. (59 916) __ (59 916) _ (59 916)___ _]
Trading account liabilities.......................... ___(116,902) (116,902) (1 16,902) —
'Other,ﬂnancial,instruments:__ I e ,__]
Commitments to originate real estate
10anSs fOr SAlE ......vocvvveriireeceieieeieeciieieens $ 43,234 43,234 — — 43,234
[ Commitments to sell real estate loans........ . (18,429) __(18,429) ___ _ — __ (18429)__ _ _—]
__Other credit-related commitments............ . _ (133,354) _ (133,354)_ — — (133,354)
" Interest rate swap agreements used
I__ for interest rate risk management............ —_— 1,076 1,076 _ . _— 1076 —

With the exception of marketable securities, certain off-balance sheet financial instruments and
mortgage loans originated for sale, the Company’s financial instruments are not readily marketable
and market prices do not exist. The Company, in attempting to comply with the provisions of GAAP
that require disclosures of fair value of financial instruments, has not attempted to market its
financial instruments to potential buyers, if any exist. Since negotiated prices in illiquid markets
depend greatly upon the then present motivations of the buyer and seller, it is reasonable to assume
that actual sales prices could vary widely from any estimate of fair value made without the benefit of
negotiations. Additionally, changes in market interest rates can dramatically impact the value of
financial instruments in a short period of time.

The Company does not believe that the estimated information presented herein is representative
of the earnings power or value of the Company. The preceding analysis, which is inherently limited
in depicting fair value, also does not consider any value associated with existing customer
relationships nor the ability of the Company to create value through loan origination, deposit
gathering or fee generating activities. Many of the estimates presented herein are based upon the use
of highly subjective information and assumptions and, accordingly, the results may not be precise.
Management believes that fair value estimates may not be comparable between financial institutions
due to the wide range of permitted valuation techniques and numerous estimates which must be
made. Furthermore, because the disclosed fair value amounts were estimated as of the balance sheet
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date, the amounts actually realized or paid upon maturity or settlement of the various financial
instruments could be significantly different.

22. Commitments and contingencies

In the normal course of business, various commitments and contingent liabilities are outstanding. The
following table presents the Company’s significant commitments. Certain of these commitments are
not included in the Company’s consolidated balance sheet.

December 31, December 31,
2021 2020
- - (In thousands)

Commitments to extend credit -

Home equity lines of credit............ccoooovivinnn st teenreneeenas e rereeenerenenas $ 5693045 $ 5563854
|__Commercial real estate loans to be sold................... R et tesaesereenane e 324,943 363,735]

Other commercial real estate.........o.oooocooiionnineiiiiice e 4,998,631 7,237,367
_EResidential real estate loans to be sold..... ‘ 233,257 1,026,118 ]

Other residential real ESLAte .............cceieeiiriiiiieieeriirrereriieeaeeeereeeeestessrsiasneessnee 924,211 665,259
[ Commercial and Other ..........oooovveemeeeereeeeeereseessseseee s ssssessnnenns 22,145,057 19,427,886 |
Standby letters of Credit. ..o 2,151,595 2,241,417
‘Commercial letters of credit ronee, 31,981 27,332
Financial guarantees and indemnification contracts ..........cococcoeniiiicinnn, 4,211,797 4,220,531
Eommiﬁtmentsvto)seu real estate 10ans..........cccoceeicrinennns ST correreeneenne 1,367,523 2,108,@]

Commitments to extend credit are agreements to lend to customers, generally having fixed
expiration dates or other termination clauses that may require payment of a fee. In addition to the
amounts presented in the preceding table, the Company had discretionary funding commitments to
commercial customers of $10.8 billion and $10.4 billion at December 31, 2021 and 2020,
respectively, that the Company had the unconditional right to cancel prior to funding. Standby and
commercial letters of credit are conditional commitments issued to guarantee the performance of a
customer to a third party. Standby letters of credit generally are contingent upon the failure of the
customer to perform according to the terms of the underlying contract with the third party, whereas
commercial letters of credit are issued to facilitate commerce and typically result in the commitment
being funded when the underlying transaction is consummated between the customer and a third
party. The credit risk associated with commitments to extend credit and standby and commercial
letters of credit is essentially the same as that involved with extending loans to customers and is
subject to normal credit policies. Collateral may be obtained based on management’s assessment of
the customer’s creditworthiness.

Financial guarantees and indemnification contracts are predominantly comprised of recourse
obligations associated with sold loans and other guarantees and commitments. Included in financial
guarantees and indemnification contracts are loan principal amounts sold with recourse in
conjunction with the Company’s involvement in the Fannie Mae Delegated Underwriting and
Servicing program. The Company’s maximum credit risk for recourse associated with loans sold
under this program totaled approximately $4.0 billion at both December 31, 2021 and 2020. At
December 31, 2021, the Company estimated that the recourse obligations described above were not
material to the Company’s consolidated financial position. There have been no material losses
incurred as a result of those credit recourse arrangements.

Since many loan commitments, standby letters of credit, and guarantees and indemnification
contracts expire without being funded in whole or in part, the contract amounts are not necessarily
indicative of future cash flows.
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The Company utilizes commitments to sell real estate loans to hedge exposure to changes in the
fair value of real estate loans held for sale. Such commitments are considered derivatives and along
with commitments to originate real estate loans to be held for sale are recorded in the consolidated
balance sheet at estimated fair market value.

The Company is contractually obligated to repurchase previously sold residential real estate
loans that do not ultimately meet investor sale criteria related to underwriting procedures or loan
documentation. When required to do so, the Company may reimburse loan purchasers for losses
incurred or may repurchase certain loans. The Company reduces residential mortgage banking
revenues by an estimate for losses related to its obligations to loan purchasers. The amount of those
charges is based on the volume of loans sold, the level of reimbursement requests received from loan
purchasers and estimates of losses that may be associated with previously sold loans. At
December 31, 2021, the Company believes that its obligation to loan purchasers was not material to
the Company’s consolidated financial position.

M&T and its subsidiaries are subject in the normal course of business to various pending and
threatened legal proceedings and other matters in which claims for monetary damages are asserted.
On an on-going basis management, after consultation with legal counsel, assesses the Company’s
liabilities and contingencies in connection with such proceedings. For those matters where it is
probable that the Company will incur losses and the amounts of the losses can be reasonably
estimated, the Company records an expense and corresponding liability in its consolidated financial
statements. To the extent the pending or threatened litigation could result in exposure in excess of
that liability, the amount of such excess is not currently estimable. Although not considered probable,
the range of reasonably possible losses for such matters in the aggregate, beyond the existing
recorded liability, was between $0 and $25 million at December 31, 2021. Although the Company
does not believe that the outcome of pending litigations will be material to the Company’s
consolidated financial position, it cannot rule out the possibility that such outcomes will be material
to the consolidated results of operations for a particular reporting period in the future.

23. Segment information

Reportable segments have been determined based upon the Company’s internal profitability
reporting system, which is organized by strategic business unit. Certain strategic business units have
been combined for segment information reporting purposes where the nature of the products and
services, the type of customer and the distribution of those products and services are similar. The
reportable segments are Business Banking, Commercial Banking, Commercial Real Estate,
Discretionary Portfolio, Residential Mortgage Banking and Retail Banking.

The financial information of the Company’s segments was compiled utilizing the accounting
policies described in note 1 with certain exceptions. The more significant of these exceptions are
described herein. The Company allocates interest income or interest expense using a methodology that
charges users of funds (assets) interest expense and credits providers of funds (liabilities) with income
based on the maturity, prepayment and/or repricing characteristics of the assets and liabilities. A
provision for credit losses is allocated to segments in an amount based largely on actual net charge-offs
incurred by the segment during the period plus or minus an amount necessary to adjust the segment’s
allowance for credit losses due to changes in loan balances. In contrast, the level of the consolidated
provision for credit losses is determined using the methodologies described in notes 1 and 5. The net
effects of these allocations are recorded in the “All Other” category. Indirect fixed and variable
expenses incurred by certain centralized support areas are allocated to segments based on actual usage
(for example, volume measurements) and other criteria. Certain types of administrative expenses and
bankwide expense accruals (including amortization of core deposit and other intangible assets
associated with acquisitions of financial institutions) are generally not allocated to segments. Income
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taxes are allocated to segments based on the Company’s marginal statutory tax rate adjusted for any
tax-exempt income or non-deductible expenses. Equity is allocated to the segments based on regulatory
capital requirements and in proportion to an assessment of the inherent risks associated with the

business of the segment (including interest, credit and operating risk).

The management accounting policies and processes utilized in compiling segment financial
information are highly subjective and, unlike financial accounting, are not based on authoritative
guidance similar to GAAP. As a result, reported segment results are not necessarily comparable with
similar information reported by other financial institutions. Furthermore, changes in management
structure or allocation methodologies and procedures may result in changes in reported segment

financial data.

Information about the Company’s segments is presented in the accompanying table. Income .. : .
statement amounts are in thousands of dollars. Balance sheet amounts are in millions of dollars.

For the Years Ended December 31, 2021, 2020 and 2019

Business Banking Commercial Banking Commercial Real Estate Discretionary Portfolio
2021 2020 2019 2021 2020 2019 202t ._.2020 2019 2021 2020 . 2019
Net interest income(a).........._ $518,940 _$462,614 $451,307 $_854,264 5 _864,149 $_828,888 $_643,415 S 673,894 _$ _692,526 _§ _483,624_$_486,831_3 _209,807]
N i income 123,854 103,837 113,855 '302,974 276,791 289,558 218,189 208,367 , 214,970 (38,638) (1,735) 26,919
T 642,794 566,451 _565,162 1,157,238 1,140,940 _ 1,118,446 __ 861,604 __882,261 ___ 907,496 ___ 444,986 __ 485,096 ___236,726!

Provision for credit losses .. 10,928 __ 25,928 _ 16,501 10I,060 73,099 25,580 67,405___ 107,210 1,537 3,622 1,508 3,608
"Amortization of Ec?e_deposn T - . - - T o ’

and other intangible

F-131- (U — e — — — — 1,060 . . 1,060 1,060 — — —
Depreciation and other .

amortization 1,106 _ 1,482 2,066 2,362 2,421 2,353 _ 35,623 28,187 26,963 194 285 279
Other noninterest expense ... 341,751 . 322,868 317,482 384,505 375760 _ 382,214 _ 276,791 256,428 _ 239,333 . _ 64,122 __ 54330 . 52,885!
Income (loss) before taxes....__ 289,009 216,173_229,113___ 669,311 __ 689,651 __ 708,299 __ 48 480725 489376 638,603 377.048__ 428,964 __ 179.954
Income tax expense cT - - A
1. (benefiy) ......... 75,545 , 56,953 60,617 175,588 181,179 187,835 108,399 . 107,548 , 152,977 . 88,282 | 101,673 | 36,342

Net income (loss) ...

. 3213464 $159,220 $168.496 § 493,723 $ 508472 § 520464 § 372326 § 381828 $ 485626 $ 288766 $ 327291 § 143,612

Average total assets

I
L]
b

L @in millions)........................,$ 8,007 § 81528 5793 § 28559% 303388% 28142$ 25628 § 25792 § 23921 § 22262 $ 27726 $ 29,081
Capital expenditures

(in millions)..........cccoeervenee $ 13 —3 13 13 —3 28 — 8 — 3 — 3 — 3 — 3 —

For the Years Ended December 31, 2021, 2020 and 2019
Residential Mortgage
Banking Retail Banking All Other Total
2021 _ 2020 2019 2021 2020 2019 2021 2020 2019 L2021 2020 2019

Net interest income(a).......... .$_92,706 _$_52,712 $_20,008 $1,125,953 $1,204,309 $1,389,788 $_ 105,876 _$ 121,808 $ _537,940 $3,824,778 $3,866,317_$4,130,264!
.‘":__'__ __i_nc_oryg_ v 523,765 515,549 393,372 290,610 260,163 327,562 746,240 725,472 695443 2,166,994 2,088,444 2,061,679
| O 616,471 __568,261__413,380 __1,416,563 1,464,472 _ 1,717,350 _ 852,116 _847,280__ 1,233,383 __5991,772 _ 5,954,761 _6,191,943}
Prows:on for credn losses ... (562) _l,7£5_ —_ _3_2 ____55_,6_92 o8, 268 122,135 (313.125) 482,202 6,257 _ (s, 0@)___‘_800,(200____176,00_()
‘Amortization of core deposu T ) ) - - -

and other intangible

assets —— _ = —_ e — = ___9107___13.809____ 18,430 __ 10,167__ _ 14,869 ___ 19,490;
Depreciation and other
_BMOMZAON . ST,716__ 60,129 48,248 _ 93,159 95936 93,312 __ 123881 _ 116979 _ 108,604 __ 314,041 __ 305419 281,825
Other noninterest expense ..., 332491 332,028 273,067 804,762 764 262 784 71§ 1 082 993 959 258 1 Il7 668 3287415 3064952 3 167,367
Income (loss) before taxes.... _ 226,826 174,319 91,683___ 462,950 496,006 _ 717,185 _ _ (50, 720)_(124,968) __(17,576) 2,455,149 176,521 __ 2,547,261
Income tax expense - ’ - - T —q(
1 (benefit) ............. 53,866 . 40,667 _ 19355 _ 121,464 130,745 _ 180,611 _ (26741) (202396) _ (28,625) 596,403 _ 416369 _ 618,112!

Net income (loss) ..

.$I72,960 $1336528 72,328 $ 341,486 $ 365261 § 527,574 $ (23,979) $(522,572) % 11,049 $1,858,746 $1,353.152 $1,929.149

r
Average total assets

'
{

L (in millions)............cc........_$ 6463 $ 40383 2611S 1789783 164385 15083 § 43853 § 22996 $ 14953 § 152669 § 135480 § 119,584

Capital expenditures -
(in millions). 3 13 — 3 13 S38 343 76 $ 93 § 138 § 98 § 149 § 172 § 178

(a) Net interest income is the difference benveen actual taxable-equivalent interest earned on assets and interest paid on liabilities by a and a funding

charge (credit} based on the Company's internal funds transfer pricing methodology. Segmenis are charged a cost 1o fund any asseis (e.g. loans) and are
paid a funding credit for any funds provided (e.g. deposits). The ble-equivalent adji aggregated $14,731,000 in 2021, $17,288,000 in 2020 and

522,863,000 in 2019 and is eliminated in “All Other” net interest income and income tax expense (benefit).

The Business Banking segment provides deposit, lending, cash management and other financial
services to small businesses and professionals through the Company’s banking office network and
several other delivery channels, including business banking centers, telephone banking, Internet
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banking and automated teller machines. The Commercial Banking segment provides a wide range of
credit products and banking services to middle-market and large commercial customers, mainly
within the markets the Company serves. Among the services provided by this segment are
commercial lending and leasing, letters of credit, deposit products and cash management services.
The Commercial Real Estate segment provides credit services which are secured by various types of
multifamily residential and commercial real estate and deposit services to its customers. Activities of
this segment include the origination, sales and servicing of commercial real estate loans. Commercial
real estate loans held for sale are included in the Commercial Real Estate Segment. The
Discretionary Portfolio segment includes securities; residential real estate loans and other assets;
short-term and long-term borrowed funds; brokered deposits; and Cayman Islands branch deposits.
This segment also provides foreign exchange services to customers. The Residential Mortgage
Banking segment originates and services residential real estate loans for consumers and sells
substantially all originated loans in the secondary market to investors or to the Discretionary
Portfolio segment. The segment periodically purchases servicing rights to loans that have been
originated by other entities. Residential real estate loans held for sale are included in the Residential
Mortgage Banking segment. The Retail Banking segment offers a variety of services to consumers
through several delivery channels that include banking offices, automated teller machines, and
telephone, mobile and Internet banking. The “All Other” category includes other operating activities
of the Company that are not directly attributable to the reported segments; the difference between the
provision for credit losses and the calculated provision allocated to the reportable segments; goodwill
and core deposit and other intangible assets resulting from acquisitions of financial institutions;
merger-related gains and expenses resulting from acquisitions; the net impact of the Company’s
internal funds transfer pricing methodology; eliminations of transactions between reportable
segments; certain nonrecurring transactions; the residual effects of unallocated support systems and
general and administrative expenses; and the impact of interest rate risk management strategies.

The amount of intersegment activity eliminated in arriving at consolidated totals was included

in the “All Other” category as follows: :
Year Ended December 31
2021 2020 2019
(In thousands)

REVENUES ...ttt seeesereseeseseebeneseereaseesesacneans $ (55,556) 8 (47,604) $ (48,559)
EXPENSES ....oovveveienrersserensseeesaieneneenesenes e eeveereeneneeeeenenes = (13,599) _(14,038) ___(18,218)
INCOME LAXES .vveeereeniietveieeeeeeeeeireenteeteeane st et st et ssr s eanesansns (10,846) (8,824) (7,976)

Net income................ eeeieseeee s eeseeea st et GLI111)__ (24,742)__(22,365)

The Company conducts substantially all of its operations in the United States. There are no
transactions with a single customer that in the aggregate result in revenues that exceed ten percent of
consolidated total revenues.
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24. Regulatory matters
Payment of dividends by M&T’s banking subsidiaries is restricted by various legal and regulatory
limitations. Dividends from any banking subsidiary to M&T are limited by the amount of earnings of
the banking subsidiary in the current year and the preceding two years. For purposes of this test, at
December 31, 2021, approximately $1.6 billion was available for payment of dividends to M&T
from banking subsidiaries. M&T may pay dividends and repurchase stock only in accordance with a
capital plan that the Federal Reserve Board has not objected to.
Banking regulations prohibit extensions of credit by the subsidiary banks to M&T unless

appropriately secured by assets. Securities of affiliates are not eligible as collateral for this purpose.

M&T and its subsidiary banks are required to comply with applicable capital adequacy
regulations established by the federal banking agencies. Failure to meet minimum capital e
requirements can result in certain mandatory, and possibly additional discretionary, actions by
regulators that, if undertaken, could have a material effect on the Company’s financial statements.
Pursuant to the rules in effect as of December 31, 2021, the required minimum and well capitalized
capital ratios are as follows:

Well
Minimum Capitalized -
M&T (Consolidated) ' i
Common equity Tier 1 ("CET1") to risk-weighted assets...........cooocoeoirenennnnn 4.5% '
Tier 1 capital to risk-weighted assets.........ccocooeeviiicincnciieicinnene. N o 1 L £ 6.0% |
Total capital to risk-weighted aSSets ...........ccovvivieiriiienieriieiiinreiiienieeeens e 8.0% 10.0%
Leverage — Tier 1 capital to average total assets, as defined ..........c...coceeceee. v 4.0% ]
Well
. ) Minimum____Capitalized
Bank Subsidiaries _ ] ) |
CET1 t0 risk-weighted @SSetS..........cvvvvriieriiiriiiiieiiiiiieiieieeiiecitsrecses s encenes 4.5% 6.5%
ier 1 capital to risk-weighted assets...........c.ccoceeerierenrnnniiiiicicrenae 6.0% 8.0 %J
Total capital to risk-weighted aSsets ..........ccveiivieiieniieiiiinneiiiceccrcececiceieans 8.0% 10.0%
Leverage — Tier 1 capital to average total assets, as defined ..o, 4.0% 5.0% |

In addition, pursuant to capital regulations M&T and its bank subsidiaries are each currently
required to maintain a capital buffer of 2.5% composed entirely of CET1 on top of the minimum
risk-weighted asset ratios.
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The capital ratios and amounts of the Company and its banking subsidiaries as of December 31,
2021 and 2020 are presented below:

M&T Wilmington
(Consolidated) M&T Bank Trust, N.A.
(Dollars in thousands)
December 31, 2021 ’ ]
CET]1 capital
L»Ampg&:::?:i‘_'_‘) rresoenrenree AR v '51.‘.'::;";1L_$L1,,1 ,87_4*4,8373____‘$1v2,34_7_8,35‘4__$_7JE,§2l_J
RAtO(B)...eeveesssreneess e s 11.42% 11.98%  31.22%
Tier 1 capital ' ]
AMOUN . .eoeeeeeeveeeeeenresnsenesseesssessesssssessssssisees 13,594,782 12,378,354 779,521
[ RAtio(@).oooveoeeeereceesisseeresseeesaenenes S 13.11% 11.98%  31.22%

Total capital

15,902,833 __14,170,434___780,791._|
15.33% 13.71%__ 31.27%

.
13,594,782 12,378,354 779,521
8.87% 8.11%____6.23%

{
$10,623,368 $11,550,462 _$ 630,574
o 10.00%___- 10.90%_ _ 46.57%

__11,873317___11,550,462____630,574 _]
11.17% 10.90% 46.57%
}

14,207,937 13,373,416 632,506

- 13.37% 12.62%___ 46.72%

Leverage , :
[ AMOUNL.......c.oooosooomesomoereveeessosseeessseneseresssneessonens o 11,873,317 11,550,462____630,574_]
RAO(D) e eereeeeseeeeerssssssssnssssessss s sesseons , 8.48% 827%  10.73%

(a) The ratio of capital to risk-weighted assets, as defined by regulation.
(b) The ratio of capital to average assets, as defined by regulation.

25. Relationship with Bayview Lending Group LLC and Bayview Financial Holdings, L.P.
M&T holds a 20% minority interest in Bayview Lending Group LLC (“BLG”), a privately-held
commercial mortgage company. That investment had no remaining carrying value at December 31,
2021 as a result of cumulative losses recognized and cash distributions received in prior years. Cash
distributions now received from BLG are recognized as income by M&T and included in other
revenues from operations. That income totaled $30 million in 2021, $53 million in 2020 and $37
million in 2019.

Bayview Financial Holdings, L.P. (together with its affiliates, “Bayview Financial”), a privately-
held specialty financial company, is BLG’s majority investor. In addition to their common investment
in BLG, the Company and Bayview Financial conduct other business activities with each other. The
Company has obtained loan servicing rights for mortgage loans from BLG and Bayview Financial
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having outstanding principal balances of $1.6 billion and $1.9 billion at December 31, 2021 and 2020,
respectively. Revenues from those servicing rights were $9 million, $10 million and $12 million during
2021, 2020 and 2019, respectively. The Company sub-services residential mortgage loans for Bayview
Financial having outstanding principal balances of $74.7 billion and $68.1 billion at December 31,
2021 and 2020, respectively. Revenues earned for sub-servicing loans for Bayview Financial were
$153 million, $129 million and $125 million in 2021, 2020 and 2019, respectively In addition, the
Company held $62 million and $77 million of mortgage—backed securities in its held-to-maturity
portfolio at December 31, 2021 and 2020, respectively, that were securitized by Bayview Financial. At
December 31, 2021, the Company held $210 million of Bayview Financial’s $1.4 billion syndicated
loan facility. In early 2021 the Company purchased $965 million of delinquent FHA guaranteed

. mortgage loans, including past due accrued interest, from Bayview Financial for $1.0 billion. The

servicing rights for such loans were retained by Bayview Financial, but the Company continues to sub-

service the loans

26. Parent combany financial statements

Condensed Balance Sheet

December 31

2021 2020

(In thousands)

lAssets

Cash in subsidiary bank ...........cc.eocuieecoiieeiieeeeriecieeeeiiereeecveseeeeeneeeenneas

$ _92,836$ 100,593

‘Due from consolidated bank subsidiaries

l

Money -market Savings ........cooccenecennieninnennn. R

{__Current income tax receivable.............c.c.ocovever.n. e s

Total due from consolldated bank subsndlarles ..............................

1,335,857 699,476
754 _:'

1,336,611 699,476

Investments in consolidated subsidiaries

BANKS ......o.ovooeveveeeeeeees s vensssnosensesnseensesssseseensenseesmecesesassssseessessecs 17,533,772_16,554,287
S o —— 220,496 125,988;

Investments in trust preferred entities (nbte 20) s,

22,672 22,846

f(jther ASSELS ..vveeereenireeinrerrnereneeas rerveenreennanyesssessaeaaneas ereeeesesenseenns verenee

Total assets

98,010 92,170

$19,304,397 $17,595,360

Liabilities _

1

Accrued expenses and other liabilities

$ 103,2425 96,664

Long-term bOrmowings ...........o.coconezrieseezesoes

1.297,750 1,311,413

Total HabilitiesS.....ccccuvevereeeeeieieieeceeeeee e : .............. .....

1,400,992 1,408,077

Shareholders P eQUILY ..o ersnrteneseets e s e s b e sonteee

Total liabilities and shareholders’ equ1ty .......................................

200

17,903,405 16, 187.283)

$19,304,397 $17,595,360
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Condensed Statement of Income

Year Ended December 31

2021 2020 2019

(In thousands, except per share)

Income |
Dividends from consolldated subsidiaries ......coeeveeerevereennn. $ 1,025,000 $ 708,500 $ 2,025,000
Income from Bayview Lending Group.LLC....................... . 30,000 52,940 36,740 ]
Other INCOME. ..o viiieeii ettt eereeeieeeeeraeseevesanereeseneenas 2,530 5,110 7,216
L TOtal INCOME. .....vvvevosreeriesiesieese et herene 1,057,530. - 766,550 2,'068,956]
Expense
Interest 0N 1ong-term bOrroWings.......c.oovoviveeeeeeniinsioienisens 24,073 31,924 51,938 4
Other EXPENSE. . ccuveeeetieieerrieirerecieeneiiceesieestre et ereeeseesee e 35,406 33,704 25,236
[ Total eXpense......c.....oersvrrneee e sesr e 59479 65,628 71,174)
Income before income taxes and equ1ty in undistributed

income of SUbSIAIATIES......c..ceeviruvereiierrieiieceeeieieeneciiaens 998,051 700,922 1,991,782
Income.tax Credits...........ccovesefonenssvinesciennnne eerereessieeneeeenee . 6,052 - 1,984 - 8313]

Income before equity in undistributed income of

SUDSIAIATICS <o

1,004,103 702,906 _ 2,000,095

Equlty in undistributed income of subsidiaries

Net income Of SUBSIAIATIES .........voveveeeeeeeeeeeeeeeerreeeerseersenens

1 879 643 1,358,746 1, 954,054

Less: dividends received............ccccocivnoreniniiisinennens e
Equxty in undistributed income of subsidiaries..........c.........

. (, 025 ,000) (708 500) (2, 025 ,000)
854,643 650,246 (70,946)

Net TACOME ..o et

Net income per common share

$ 1,858,746 $1,353,152 % 1,929 ,149 |

i[:Basw..f.:,»....,,..,.., ....... reteeeseeraenrenstteeaeeeeeraeesennnans reeeenes

DHIULEA oottt ee s s e s s s enaeaaaaaaaaens
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Condensed Statement of Cash Flows

Year Ended December 31

2021 2020 2019
. (In thousands)
Cash flows from operating activities ]
NEE INCOME ...ttt ettt ceen st s e $1,858,746 § 1,353,152 § 1,929,149
'Adjustments to reconcile net income to net cash provided R
Lby operating activities
Equity in undistributed income of subsidiaries................. (854,643)_ (650,246) 70,946
Ljrowsxon for - deferred income taxes.........ccovveveenvnerirnneans 10,356 1,079 5,@
Net change in accrued income and expense...................... (23,047)  (24,206) ~  (34,525)
[_Net cash provided by operating activities..............ccoeerneeee 991,412 679,779 . 1,970,833 J
Cash flows from investing activities
Proceeds from sales or maturities of )
Lmvestment SECUTITIES ...voveveaeeeesssesessssssnsessesesasnassanssnsans — — 100
Net investment in consolidated subsidiaries............c..c.c....... (199,000) 125,654 —
(O L e ) 50,396 51,235 |
Net cash provided (used) by investing activities............... (201,777) 176,050_ 51,335

Cash flows from financing activities
Purchases of treasury stock ..o
D1v1dends paid — common ..
. Dividends paid — preferred
Redemptlon of Series A and Series C

Lpreferred SEOCK .ot — — (381,500)
Proceeds from issuance of Series I and Series G

preferred STOCK 1ottt 495,000 — 396, 000
Other 41 OO SROUPPOON, tenreteer et steesne st eneenns O (7,551) (5,992) 4, 431)

__Net cash used by ﬁnancmg ACHIVITIES v, (161,011) (1,016,110) (1,959,308)

Net increase (decrease) in cash and cash equivalents............. 628,624 (160,281) 62,8§QJ
Cash and cash equivalents at beginning of year .................. 800,069 960,350 897,490
Cash and cash equivalents at end of year..................... rrsenees .. $1,428,693 $ 800,069 $ 960 350]
Supplemental disclosure of cash flow information
Interest received during the YEAT.oooooomerersesmsrsenmseenesmeeee S 1,165 81493 §_ 1,752
Interest paid during the year...............cooooocoivnnniinnn 20,457 30,913 49,451
Income taxes received durmg the year.......... eereesresereenneereenes 53,067 11,528 6,251 |
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27. Recent accounting developments
The following table provides a description of accounting standards that were adopted by the
Company in 2021 as well as standards that are not effective that could have an impact to M&T’s

consolidated financial statements upon adoption.

Standard

Description

Required date
of adoption

Effect on consolidated financial statements

Standards Adopted in 2021

Clarifying the
Interactions
Between Equity
Securities, Equity
Method and Joint
Ventures, and
Derivatives and
Hedging

The amendments clarify the following guidance:

1. That an entity should consider observable
transactions that require it to either apply or
discontinue the equity method of accounting for the
purposes of applying the measurement alternative in
the equity securities investments guidance
immediately before applying or upon discontinuing
the equity method of accounting.

2. For the purpose of applying the derivatives and
hedging guidance an entity should not consider
whether, upon the settlement of a forward contract

. or exercise of a purchased option, individually or

with existing investments, the underlying securities
would be accounted for under the equity method of
accounting or the fair value option in accordance
with the fi i guid An entity
also would evaluate the remaining characteristics in
the derivatives and hedging guidance to determine
the accounting for those forward contracts and
purchased options.

ial
instr

January 1, 2021

The Company adopted the ded guid effective
January 1, 2021 using a prospective transition method.
The adoption did not have a material impact on the

r y 15 cC 1id d fi 1a]

P
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Standard

Description

Required date
of adoption

Effect on consolidated financial statements

Standards Adopted in 2021

Simplifying the
Accounting for
Income Taxes

The amendments remove the following exceptions
for accounting for income taxes:

1. Exception to the incremental approach for
intraperiod tax allocation when there is a loss from
continuing operations and income or a gain from
other items (for example, discontinued operations
or other comprehensive income);

2. Exception to the requirement to recognize a
deferred tax liability for equity method investments
when a foreign subsidiary becomes an equity
method investment;

3. Exception to the ability not to recognize a
deferred tax liability for a foreign subsidiary when
a foreign equity method in b a
subsidiary; and

4. Exception to the general methodology for
calculating income taxes in an interim period when
a year-to-date loss exceeds the anticipated loss for
the year.

The amendments also simplify the accounting for
income taxes by doing the following:

1. Requiring that an entity recognize a franchise
tax (or similar tax) that is partially based on
income as an income-based tax and account for
any incremental amount incurred as a non-income-
based tax.

2. Requiring that an entity evaluate when a step up
in the tax basis of goodwill should be considered
part of the business combination in which the book
goodwill was originally recognized and when it
should be considered a separate transaction.

3. Specifying that an entity is not required to
allocate the consolidated amount of current and
deferred tax expense to a legal entity that is not
subject to tax in its separate financial statements.
However, an entity may elect to do so (on an
entity-by-entity basis) for a legal entity that is both
not subject to tax and disregarded by the taxing
authority.

4. Requiring that an entity reflect the effect of an
enacted change in tax laws or rates in the annual
effective tax rate computation in the interim period
that includes the enactment date.

5. Making minor Codification improvements for
income taxes related to employee stock ownership
plans and investments in qualified affordable
housing projects accounted for using the equity
method.

January 1, 2021

The amendments related to separate financial statements
of legal entities that are not subject to tax should be
applied on a retrospective basis for all periods presented.

The d related to changes in ownership of
foreign equity method inv or foreign subsidiaries
should be applied on a modified retrospective basis

h h A

gh a lative-effect adj tor
eamings as of the beginning of the fiscal year of adoption.
The d related to franchise taxes that are
partially based on income should be applied on either a
retrospective basis for all periods presented or a modified
retrospective basis through a ive-effect adj

to retained earnings as of the beginning of the fiscal year
of adoption. All other d should be applied on a
prospective basis.

The adoption did not have a material impact on the
Company’s consolidated financial stat t:
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Standard

Description

Required date
of adoption

Effect on consolidated financial statements

Standards Not Yet Adopted as of December 31, 2021

Changes to
Accounting for
Convertible
Instruments and
Contracts in an
Entity’s Own
Equity

The amendments reduce the number of accounting
models for convertible debt instruments and
convertible preferred stock. The amendments also
reduce form-over-substance-based guidance for the
derivatives scope exception for contacts in an
entity’s own equity. For convertible instruments,
embedded conversion features no longer are
separated from the host contract for convertible
instruments with conversion features that are not
required to be accounted for as derivatives, or that
do not result in sub ial premi accounted for
as paid-in capital. Consequently, a convertible debt
instrument will be accounted for as a single
liability measured at its amortized cost and a
convertible preferred stock will be accounted for as
a single equity instrument measured at its historical
cost, as long as no other features require
bifurcation and recognition as derivatives. By
removing those separation models, the interest rate
of convertible debt instruments typically will be
closer to the coupon interest rate on the instrument.
The amendments also require certain changes to
EPS calculations for convertible instruments as
well as additional disclosures relating to conditions
that cause conversion features to be met.

For contacts in an entity’s own equity, the
amendments revise the derivatives scope
exception guidance as follows:

1. Remove the settlement in unregistered shares,
collateral, and shareholder rights conditions from
the settlement guidance.

2. Clarify that payment penalties for failure to
timely file do not preclude equity classification.
3. Require instr that are required to be
classified as an asset or liability to be measured
subsequently at fair value, with changes reported in
eamings and disclosed in the fi ial

4. Clarifiy that the scope of the disclosure
requirements in the Contracts in an Entity’s Own
Equity section of the Derivatives guidance applies
only to freestanding instruments.

5. Clarify that the scope of the reassessment
guidance in the Contracts in an Entity’s Own
Equity section of the Derivatives guidance applies
to both fr ding instr and embedded
features.

January 1, 2022

Early adoption
permitted

. At January 1, 2022 the Company did not have the types of

instruments affected by the amended guidance and,
therefore, the adoption had no impact on its consolidated
financial statements.

205




Required date

Standard Description of adoption Effect on consolidated financial statements
Standards Not Yet Adopted of December 31, 2021
Issuer’s The amendments clarify and reduce diversity in an January 1, 2022 At January 1, 2022 the Company did not have any of the
Accounting for issuer’s accounting for modifications or types of instruments affected by the amended guidance
Certain exchanges of freestanding equity-classified Early adoption and, therefore, the adoption had no impact on its
Modifications or written call options (for example, warmrants) that permitted lidated fi ial
Exchanges of remain equity classified after modification or
Freestanding exchange.
Equity-Classified
Written Call The amendments clarify that:
Options 1. A modification of the terms or conditions or an

exchange of a freestanding equity-classified
written call option that remains equity classified
after modification or exchange should be treated
as an exchange of the original instrument for a
new instrument.
2. The effect of a modification or an exchange of a
freestanding equity~classified written call option
that remains equity classified after modification or
exchange should be measured as follows:
a. For a modification or an exchange that is a
part of or directly related to a modification or
an exchange of an existing debt instrument or
line-of-credit or revolving-debt arrangements,
as the difference between the fair value of the
modified or exchanged written call option and
the fair value of that written call option
immediately before it is modified or
exchanged.
b. For all other modifications or exchanges, as
the excess, if any, of the fair value of the
modified or exchanged written call option over
the fair value of that written call option
immediately before it is modified or
exchanged.
3. The effect of a modification or an exchange of a
ding equity-classified written call option
that remains equity classified after modification or
exchange should be recognized on the basis of the
substance of the transaction, in the same manner
as if cash had been paid as consideration. The
effect of a modification or an exchange of a
freestanding equity-classified written call option
to compensate for goods or services should be
recognized in accordance with the Stock

£
fr

Comp ion guid: In a multiple-el t
(for ple, one that includes both
debt fi ing and equity fi ing), the total

effect of the modification should be allocated to
the respective elements in the transaction.
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Standard

Description

Required date
of adoption

Effect on consolidated financial statements

Standards Not Yet Adopted of December 31, 2021

Lessor’s Accouiiting
for Certain Leases
with Variable Lease
Payments

The amendments update the classification
guidance for lessors. Under the amended
guidance lessors should classify and account for
a lease with variable lease payments that do not
depend on a reference index or a rate as an
operating lease if both of the following criteria
are met:

1. The lease would have been classified as a

sales-type lease or a direct financing lease.

2. The lessor would have otherwise

recognized a day-one loss.
When a lease is classified as operating, the
lessor does not recognize a net investment in
the lease, does not derecognize the underlying
asset, and, therefore, does not recognize a
selling profit or loss. -

January 1,2022

Early adoption
permitted

The Company adopted the ded guid effective
January 1, 2022 using.a prospective transition method. The
Company does not expect the guidance will have a material
impact on its consolidated fi ial

Accounting for
Contract Assets and

The amendments require that an entity
(acquirer) recognize and measure contract

January 1, 2023

The dments should be applied prospectively to b
combinations occurring on or after the effective date of the

Contract Liabilities assets and contract liabilities acquired in a Early adoption amendments. However, if early adoption is elected, the
from Contracts with business combination in accordance with permitted amendments should be applied (1) retrospectively to all
Customers in a specified revenue recognition guidance. At the business combinations for which the acquisition date occurs
Business acquisition date, an acquirer should account for on or after the beginning of the fiscal year that includes the
Combination the related revenue contracts as if it had interim period of early application and (2) prospectively to all
originated the contracts and may assess how the business combinations that occur on or after the date of initial
acquiree applied the revenue guidance to application.
determine what to record for such contracts.
The guidance is generally expected to result in The Company has not yet decided which transition method
an acquirer recognizing and measuring the will be applied to the extent applicable. The Company does
acquired contract assets and contract liabilities not expect the guidance will have a material impact on its
consistent with how they were recognized and consolidated financial statements.
measured in the acquiree’s financial statements
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure.

None.

Item 9A. Controls and Procedures.

(a) Evaluation of disclosure controls and procedures. Based upon their evaluation of the
effectiveness of M&T’s disclosure controls and procedures (as defined in Exchange Act rules 13a-
15(e) and 15d-15(e)), René F. Jones, Chairman of the Board and Chief Executive Officer, and Darren
J. King, Executive Vice President and Chief Financial Officer, concluded that M&T’s disclosure
controls and procedures were effective as of December 31, 2021.

(b) Management’s annual report on internal control over financial reporting. Included under the
heading “Report on Internal Control Over Financial Reporting” at Item 8 of this Annual Report on
Form 10-K.

(c) Attestation report of the registered public accounting firm. Included under the heading
“Report of Independent Registered Public Accounting Firm” at Item 8 of this Annual Report on
Form 10-K.

(d) Changes in internal control over financial reporting. M&T regularly assesses the adequacy
of its internal control over financial reporting and enhances its controls in response to internal control
assessments and internal and external audit and regulatory recommendations. No changes in internal
control over financial reporting have been identified in connection with the evaluation of disclosure
controls and procedures during the quarter ended December 31, 2021 that have materially affected,
or are reasonably likely to materially affect, M&T’s internal control over financial reporting.

Item 9B. Other Information.

None.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections.

None.

PART III

Item 10. Directors, Executive Officers and Corporate Governance.

The information required to be furnished pursuant to Items 401, 405, 406 and 407(c)(3), (d)(4) and
(d)(5) of Regulation S-K will be included in M&T’s Proxy Statement for the 2022 Annual Meeting
of Shareholders, which will be filed with the SEC pursuant to Regulation 14A not later than 120 days
after the end of 2021 (the “2022 Proxy Statement”). The information concerning M&T’s directors
will appear under the caption “NOMINEES FOR DIRECTOR?” in the 2022 Proxy Statement. The
information concerning M&T’s Code of Ethics for CEO and Senior Financial Officers will appear
under the caption “CORPORATE GOVERNANCE OF M&T BANK CORPORATION?” in the 2022
Proxy Statement. The information regarding the procedures by which shareholders can recommend
director nominees as well as M&T’s Audit Committee, including “audit committee financial
experts,” will also appear under the caption “CORPORATE GOVERNANCE OF M&T BANK
CORPORATION.” The information concerning compliance with Section 16(a) of the Exchange Act
will appear, if necessary, under the caption “STOCK OWNERSHIP INFORMATION.” Such
information is incorporated herein by reference.
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The information concerning M&T’s executive officers is presented under the caption
“Executive Officers of the Registrant” contained in Part I of this Annual Report on Form 10-K.

Item 11. Executive Compensation.

The information required to be furnished pursuant to Items 402 and 407(e)(4) and (e)(5) of
Regulation S-K will appear under the captions “COMPENSATION DISCUSSION AND
ANALYSIS,” “EXECUTIVE COMPENSATION,” “DIRECTOR COMPENSATION,”
“NOMINATION, COMPENSATION AND GOVERNANCE COMMITTEE INTERLOCKS AND
INSIDER PARTICIPATION,” and “NOMINATION, COMPENSATION AND GOVERNANCE
COMMITTEE REPORT” in the 2022 Proxy Statement. Such information is incorporated herein by
reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters. :

The information required to be furnished pursuant to Item 403 of Regulation S-K will appear under
the caption “STOCK OWNERSHIP INFORMATION?” in the 2022 Proxy Statement. Such
information is incorporated herein by reference.

The information required to be furnished pursuant to Item 201(d) concerning equity
compensation plans is presented under the caption “Market for Registrant’s Common Equity, Related
Stockholder Matters and Issuer Purchases of Equity Securities” contained in Part 11, Item 5 of this
Annual Report on Form 10-K.

Item 13. Certain Relationships and Related Transactions, and Director Independence.

The information required to be furnished pursuant to Items 404 and 407(a) of Regulation S-K will
appear under the caption “TRANSACTIONS WITH DIRECTORS AND EXECUTIVE OFFICERS”
and “CORPORATE GOVERNANCE OF M&T BANK CORPORATION” in the 2022 Proxy
Statement. Such information is incorporated herein by reference.

Item 14. Principal Accountant Fees and Services.

_ The information required to be furnished by Item 9(e) of Schedule 14A will appear under the caption
“PROPOSAL TO RATIFY THE APPOINTMENT OF PRICEWATERHOUSECOOPERS LLP AS
THE INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM OF M&T BANK
CORPORATION FOR THE YEAR ENDING DECEMBER 31, 2022” in the 2022 Proxy Statement.
Such information is incorporated herein by reference.
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Item 15.

PART IV

Exhibits and Financial Statement Schedules.

(a) Financial statements and financial statement schedules filed as part of this Annual Report on
Form 10-K. See Part II, Item 8. “Financial Statements and Supplementary Data.” Financial statement
schedules are not required or are inapplicable, and therefore have been omitted.

(b) Exhibits required by Item 601 of Regulation S-K. The exhibits listed have been previously
filed, are filed herewith or are incorporated herein by reference to other filings.

2.1

3.2

33

34

3.5

3.6

3.7

3.8

4.1

4.2

Agreement and Plan of Merger dated as of February 21, 2021, by and between M&T
Bank Corporation, Bridge Merger Corp. and People’s United Financial, Inc.
Incorporated by reference to Exhibit 2.1 of M&T Bank Corporation’s Form 8-K dated
February 25, 2021 (File No. 1-9861).

Amended and Restated Bylaws of M&T Bank Corporation, effective April 17, 2018.
Incorporated by reference to Exhibit 3.2 to the Form 8-K dated April 20, 2018 (File No.
1-9861).

Certificate of Amendment to Restated Certificate of Incorporation of M&T Bank
Corporation with respect to Perpetual 6.875% Non-Cumulative Preferred Stock, Series
D, dated May 26, 2011. Incorporated by reference to Exhibit 3.1 of M&T Bank
Corporation’s Form 8-K dated May 31, 2011 (File No. 1-9861).

Certificate of Amendment to Restated Certificate of Incorporation of M&T Bank
Corporation, dated April 19, 2013. Incorporated by reference to Exhibit 3.1 to the Form
8-K dated April 22, 2013 (File No. 1-9861).

Certificate of Amendment to Restated Certificate of Incorporation of M&T Bank
Corporation with respect to Perpetual Fixed-to-Floating Rate Non-Cumulative Preferred
Stock, Series E, dated February 11, 2014. Incorporated by reference to Exhibit 3.1 to the
Form 8-K dated February 11, 2014 (File No. 1-9861).

Certificate of Amendment to Restated Certificate of Incorporation of M&T Bank
Corporation with respect to Perpetual Fixed-to-Floating Rate Non-Cumulative Preferred
Stock, Series F, dated October 27, 2016. Incorporated by reference to Exhibit 3.1 of
M&T Bank Corporation’s Form 8-K dated October 28, 2016 (File No. 1-9861).
Certificate of Amendment to Restated Certificate of Incorporation of M&T Bank
Corporation with respect to Perpetual 5.0% Fixed-Rate Reset Non-Cumulative Preferred
Stock, Series G, dated July 29, 2019. Incorporated by reference to Exhibit 3.1 of M&T
Bank Corporation’s Form 8-K dated July 30, 2019 (File No. 1-9861).

Certificate of Amendment to Restated Certificate of Incorporation of M&T Bank
Corporation with respect to Perpetual 3.500% Fixed-Rate Reset Non-Cumulative
Preferred Stock, Series I, dated August 12, 2021. Incorporated by reference to Exhibit
3.1 of M&T Bank Corporation’s Form 8-K dated August 17, 2021 (File No. 1-9861).
There are no instruments with respect to long-term debt of M&T Bank Corporation and
its subsidiaries that involve securities authorized under the instrument in an amount
exceeding 10 percent of the total assets of M&T Bank Corporation and its subsidiaries
on a consolidated basis. M&T Bank Corporation agrees to provide the SEC with a copy
of instruments defining the rights of holders of long-term debt of M&T Bank
Corporation and its subsidiaries on request.

Description of Registrant’s Securities. Filed herewith.

210



10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

M&T Bank Corporation Annual Executive Incentive Plan. Incorporated by reference to
Exhibit No. 10.3 to the Form 10-Q for the quarter ended June 30, 1998 (File No. 1-
9861).*

Supplemental Deferred Compensation Agreement between Manufacturers and Traders
Trust Company and Brian E. Hickey dated as of July 21, 1994, as amended. .
Incorporated by reference to Exhibit 10.2 to the Form 10-K for the year ended December
31,2016 (File No. 1-9861).* v

M&T Bank Corporation Supplemental Pension Plan, as amended and restated.
Incorporated by reference to Exhibit 10.1 to the Form 10-Q for the quarter ended March
31, 2016 (File No. 1-9861).*

Amendment No. 1 to M&T Bank Corporation Supplemental Pension Plan. Incorporated
by reference to Exhibit 10.4 of M&T Bank Corporation’s Form 10-K for the year ended
December 31, 2018 (File No. 1-9861).*

Amendment No. 2 to M&T Bank Corporation Supplemental Pension Plan. Incorporated
by reference to Exhibit 10.5 of M&T Bank Corporation’s Form 10-K for the year ended
December 31, 2018 (File No. 1-9861).*

M&T Bank Corporation Supplemental Retirement Savings Plan. Incorporated by
reference to Exhibit 10.2 to the Form 10-Q for the quarter ended March 31, 2016 (File
No. 1-9861).*

Amendment No. 1 to M&T Bank Corporation Supplemental Retirement Plan.
Incorporated by reference to Exhibit 10.7 of M&T Bank Corporation’s Form 10-K for
the year ended December 31, 2018 (File No. 1-9861).*

Amendment No. 2 to M&T Bank Corporation Supplemental Retirement Plan.
Incorporated by reference to Exhibit 10.8 of M&T Bank Corporation’s Form 10-K for
the year ended December 31, 2018 (File No. 1-9861).*

M&T Bank Corporation Deferred Bonus Plan, as amended and restated. Incorporated by
reference to Exhibit 10.6 to the Form 10-K for the year ended December 31, 2016 (File
No. 1-9861).*

M&T Bank Corporation 2008 Directors’ Stock Plan, as amended. Incorporated by
reference to Exhibit 4.1 to the Form S-8 dated October 19, 2012 (File No. 333-184504).*
M&T Bank Corporation Employee Stock Purchase Plan. Incorporated by reference to
Exhibit 10.22 to the Form 10-K for the year ended December 31, 2012 (File No. 1-
9861).*

M&T Bank Corporation 2009 Equity Incentive Compensation Plan. Incorporated by:
reference to Appendix A to the Proxy Statement of M&T Bank Corporation dated March-
5, 2015 (File No. 1-9861).*

M&T Bank Corporation Form of Restricted Stock Award Agreement. Incorporated by
reference to Exhibit 10.25 to the Form 10-K for the year ended December 31, 2013 (File
No. 1-9861).*

M&T Bank Corporation Form of Restricted Stock Unit Award Agreement. Incorporated
by reference to Exhibit 10.26 to the Form 10-K for the year ended December 31, 2013
(File No. 1-9861).*

M&T Bank Corporation Form of Performance-Vested Restricted Stock Unit Award
Agreement. Incorporated by reference to Exhibit 10.27 to the Form 10-K for the year
ended December 31, 2013 (File No. 1-9861).* -

M&T Bank Corporation Form of Performance-Vested Restricted Stock Unit Award
Agreement (for named executive officers (“NEOs”) subject to Section 162 (m) of the
Internal Revenue Code of 1986, as amended from time to time). Incorporated by
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10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

21.1

23.1

reference to Exhibit 10.1 to the Form 10-Q for the quarter ended March 31, 2014 (File
No. 1-9861).*

Hudson City Bancorp, Inc. Amended and Restated 2011 Stock Incentive Plan.
Incorporated by reference to Exhibit 4.6 to the Form S-8 dated November 2, 2015 (File
No. 333-184411).*

Hudson City Bancorp, Inc. 2006 Stock Incentive Plan. Incorporated by reference to
Exhibit 4.7 to the Form S-8 dated November 2, 2015 (File No. 333-184411).*

M&T Bank Corporation 2019 Equity Incentive Compensation Plan. Incorporated by
reference to Appendix A to the Proxy Statement of M&T Bank Corporation dated March
7, 2019 (File No. 1-9861).*

M&T Bank Corporation Form of Performance Share Unit Award Agreement.
Incorporated by reference to Exhibit 10.1 to M&T Bank Corporation’s Form 10-Q for
the quarter ended March 31, 2019 (File No. 1-9861).*

M&T Bank Corporation Form of Performance Share Unit Award Agreement.
Incorporated by reference to Exhibit 10.1 to M&T Bank Corporation’s Form 10-Q for
the quarter ended March 31, 2020 (File No. 1-9861).* .
Amendment No. 3 to M&T Bank Corporation Supplemental Pension Plan. Incorporated
by reference to Exhibit 10.2 to M&T Bank Corporation’s Form 10-Q for the quarter
ended March 31, 2020 (File No. 1-9861).*

M&T Bank Corporation Leadership Retirement Savings Plan. Incorporated by reference
to Exhibit 10.3 to M&T Bank Corporation’s Form 10-Q for the quarter ended March 31,
2020 (File No. 1-9861).*

M&T Bank Corporation Form of Performance-Hurdled Restricted Stock Unit Award
Agreement. Incorporated by reference to Exhibit 10.24 to M&T Bank Corporation’s
Form 10-K for the year ended December 31, 2020 (File No. 1-9861).*

M&T Bank Corporation Form of Stock Option Agreement. Incorporated by reference to
Exhibit 10.25 to M&T Bank Corporation’s Form 10-K for the year ended December 31,
2020 (File No. 1-9861).*

M&T Bank Corporation 2008 Directors’ Stock Plan, as amended on February 19,

2021. Incorporated by reference to Exhibit 4.1 of M&T Bank Corporation’s Form S-8
dated March 26, 2021 (File No. 333-254786).*

M&T Bank Corporation Form of Directors’ Restricted Stock Unit Award Agreement.
Incorporated by reference to Exhibit 10.1 to M&T Bank Corporation’s Form 10-Q for
the quarter ended June 30, 2021 (File No. 1-9861).*

M&T Bank Corporation Voluntary Deferred Compensation Plan for Directors. Filed
herewith.*

Statement re: Computation of Earnings Per Common Share. Incorporated by reference to
note 15 of Notes to Financial Statements filed herewith in Part II, Item 8, “Financial
Statements and Supplementary Data.”

Subsidiaries of the Registrant. Incorporated by reference to the caption “Subsidiaries”
contained in Part I, Item 1 hereof.

Consent of PricewaterhouseCoopers LLP re: Registration Statements on Form S-8 (Nos.
33-32044, 333-43175, 333-16077, 333-40640, 333-84384, 333-127406, 333-150122,
333-164015, 333-163992, 333-160769, 333-159795, 333-170740, 333-189099, 333-
184504, 333-189097, 333-184411, 333-231217 and 333-254786) and Form S-3 (No.
333-259888). Filed herewith.

Certification of Chief Executive Officer under Section 302 of the Sarbanes-Oxley Act of
2002. Filed herewith.
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31.2

32.1

32.2

101.INS

101.SCH
101.CAL
101.LAB
101.PRE
101.DEF
104

Certification of Chief Financial Officer under Section 302 of the Sarbanes-Oxley Act of
2002. Filed herewith.

Certification of Chief Executive Officer under 18 U.S.C. §1350 pursuant to Section 906
of the Sarbanes-Oxley Act of 2002. Filed herewith.

Certification of Chief Financial Officer under 18 U.S.C. §1350 pursuant to Section 906
of the Sarbanes-Oxley Act of 2002. Filed herewith. '

Inline XBRL Instance Document — the instance document does not appear in the
Interactive Data File because its XBRL tags are embedded within the Inline XBRL
document. _

Inline XBRL Taxonomy Extension Schema. Filed herewith.

Inline XBRL Taxonomy Extension Calculation Linkbase. Filed herewith.

Inline XBRL Taxonomy Extension Label Linkbase. Filed herewith.

Inline XBRL Taxonomy Extension Presentation Linkbase. Filed herewith.

Inline XBRL Taxonomy Definition Linkbase. Filed herewith.

The cover page from M&T Bank Corporation’s Annual Report on Form 10-K for the year
ended December 31, 2021 has been formatted in Inline XBRL.

* Management contract or compensatory plan or arrangement.

(c) Additional financial statement schedules. None.

Item 16. Form 10-K Summary.

None.
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Signatures
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized, on the 16" day of February, 2022.
M&T BANK CORPORATION

By: /s/ René F. Jones

René F. Jones
Chairman of the Board and
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been
signed below by the following persons on behalf of the Registrant and in the capacities and on the

dates indicated.

Signature

Principal Executive Officer:

/s/ René F. Jones

René F. Jones
Principal Financial Officer:

/s/ Darren J. King

Darren J. King
Principal Accounting Officer:

/s/ Michael R. Spychala

Michael R. Spychala
A majority of the board of directors:

/s/ C. Angela Bontempo

C. Angela Bontempo

/s/ Robert T. Brady

Robert T. Brady

/s/ Calvin G. Butler, Jr.

Calvin G. Butler, Jr.

/s/ T. Jefferson Cunningham 111

T. Jefferson Cunningham III

Title

Chairman of the Board
and Chief Executive Officer

Executive Vice President
and Chief Financial Officer

Senior Vice President and
Controller
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Date

February 16, 2022

February 16, 2022

February 16, 2022

February 16, 2022

February 16, 2022

February 16, 2022

February 16, 2022



/s/ Gary N. Geisel

Gary N. Geisel

/s/ Leslie V. Godridge

Leslie V. Godridge

/s/ Richard S. Gold

Richard S. Gold

/s/ Richard A. Grossi

Richard A. Grossi

/s/ Richard H. Ledgett, Jr

Richard H. Ledgett, Jr.

/s/ Newton P. S. Merrill

Newton P. S. Merrill

/s/ Kevin J. Pearson

Kevin J. Pearson

/s/ Melinda R. Rich

Melinda R. Rich

/s/ Robert E. Sadler, Ir.

Robert E. Sadler, Jr.

/s/ Dehis J. Salamone

Denis J. Salamone

/s/ John R. Scannell

John R. Scannell

/s/ David S. Scharfstein

David S. Scharfstein

/s/ Rudina Seseri

Rudina Seseri

/s/ Herbert L. Washington

Herbert L. Washington

215

February 16, 2022

_February 16, 2022

February 16, 2022

February 16, 2022 -

February 16, 2022

February 16, 2022

February 16, 2022

February 16, 2022

February 16, 2022

February 16, 2022

February 16, 2022

February 16, 2022

- February 16, 2022

February 16, 2022



