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Seasonally Adjusted at Annual Rate
U.S. Real Gross Domestic Product
Climbing Out of a Deep Hole...
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Economic Cycle Research Institute

U.S. Leading Economic Index

Indicates a turning point in the economic cycle when changes in the direction
of the index are persistent, pronounced, and pervasive over several months.
Designed to turn down before a recession and turn up before an expansion.
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Challenge #1

Understand why
growth is so anemic

MBank Understanding what’s important!



Percentage Increase
Eight Quarters From End of Recession

Real Personal Consumption Spending Growth

The Economy’s Engine is Sputtering...

With consumer spending accounting for 70% of GDP,
reluctance/inability to resume shopping is a key drag
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Average Over Eight Post-Recession Quarters

Personal Consumption Share of U.S. GDP

...Which is Bad News For
Near-term Growth Prospects
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Average Over Eight Post-Recession Quarters

U.S. Manufacturing Capacity Utilization

Excess Capacity Remains a Major Drag..

85.2% With so much idle capacity, manufacturers
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(and other sectors) have little incentive to expand
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Post-Recession Employment Growth

...Providing Limited
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Seasonally Adjusted
U.S. Unemployment Rate

Net Result:
Joblessness at a Generational High
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U.S. Household Savings Rate
As a Percent of Disposable Income

Consumer Response:
8% 7 Rebuild the Next Egg
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U.S. Household Debt Service Payments
As a Percent of Disposable Income

De-leveraging Frees Up Cash Q3 2007

14% - . .
°] Consumers continue to repair battered

balance sheets, freeing up disposable
income to support additional spending
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Inflation-Adjusted Year-Over-Year Percentage Change
U.S. Personal Consumption Expenditure Growth

Spending Rebounds

Growth has accelerated—but
can this pace be maintained
without stronger job creation?

2.8% average

6% since Jan 1990

5% |

4% |

ZO—v0womoOm=D

3% |

2%

Source: U.S. Bureau of Economic Analysis E

90 §1 92 93 9495 96 97 98 99 00 0I1 02 0304 05 06 07 08 09 10 11
Aug 14

4% =




Seasonally Adjusted at Annual Rate

U.S. Real Gross Domestic Product

Trillions

Q211 batars Barring a Major Shock

$1581  Modest Expansion Should Continue...

$15.6 Real GDP is expected to grow by 1.6% in 2011
and 2.0% in 2012
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Seasonally Adjusted
U.S. Unemployment Rate Forecast

...But Limited Help for Labor Woes

Unemployment is expected to remain
elevated for at least another year
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Interest Rate Forecast
As of October 20, 2011

Moderate Rise in Intermediate Rates
Short-term rates are expected to remain well

5.0%
anchored throughout 2012
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o “The Committee currently anticipates that economic conditions—
4.0% 1 including low rates of resource utilization and a subdued outlook

for inflation over the medium run—are likely to warrant exceptionally
3.5% - low levels for the federal funds rate at least through mid-2013.”
FMOC — August 9, 2011
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Challenge #2
What are banking
industry trends
telling us?

MBank Understanding what’s important.

Seasonally Adjusted
Loan-to-Deposit Ratio For U.S. Banks

Is This Cycle
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Inflation Adjusted
Total Loans and Deposits
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corsan At “Small” U.S. Banks*
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U.S. Households’ Residential Mortgage Liabilities

as a Percent of Disposable Personal Incom

e

Mortgage Debt Millstone Q32007

Households continue to struggle
95% 1 i with too much mortgage debt—
especially in states with high
number of “under water” homes
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Inflation-Adjusted Year-Over-Year Percentage Change
Growth in Residential Real Estate Loans at

All Domestically Chartered U.S. Banks*

Bouncing Along the Bottom

Real residential mortgage loan demand remains anemic
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Inflation-Adjusted Year-Over-Year Percentage Change

Growth in Consumer Loans at

All Domestically Chartered U.S. Banks*

A Long Way From Normal

Loan demand remains very soft, with real balances down
year-over-year for the 21st consecutive month in June
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Inflation-Adjusted Year-Over-Year Percentage Change
Growth in Commercial & Industrial Loans at
All Domestically Chartered U.S. Banks
At a Tipping Point

Real C&I loan balances increased year-over-year
in May and June for the first time since Q1 2009
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Challenge #3

How do these
trends impact NYS?

MBank Understanding what’s important!
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Year-Over-Year Percentage Change
Real Gross Domestic Product
New York State vs. United States

[ I New York === United States
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NYS Rebounds...

2010 growth nearly
twice U.S. average
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Number of Private Sector Jobs
Upstate & Downstate NY vs. United States
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S&P 500 Index vs. New York City
Private Sector Employment

[ ] S&P 500 Index =@= NYC Private Employment Seasona iy
(Left Scale — Red) (Right Scale — Blue) prigjusted
S&P 500 Index Employment
(Millions)
1,600 As the Market Goes,
- 3.24
1,500 So Goes NYC Job Count
L 400 - With about 6-8 month lag L322
1,300 - - 3.20
1,200 1 L 3.18
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F 3.16
1,000 -
F3.14
900 -
800 312
Note: NYC data seasonally adjusted by M&T
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Year-Over-Year Percentage Change
Private Sector Jobs - September 2011 vt

Absolute Change

Rochester F‘ 2.3% 9,640
NewYorkCity [ J16% 51,290

United States — 1.6% 1,673,000
Ithaca F‘ 1.5% 850
Buffalo = J12% 5,180
Syracuse |:' 1.1% 2,660
Albany |:' 1.0% 3,210
Utica-Rome |:l 0.7% 670

Binghamton |:| 0.5% 430

Source: U.S. Bureau of Labor Statistics 30
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4-Quarter Running Total

Upstate New York Payroll Income
Private Education & Health Care vs. Manufacturing

Billions

$22

A New Economic Leader

An aging population and demand for
lifelong workforce skills enhancement
will drive health care and education
job growth

$21.5

$20

$18

Manufacturing $16.6

$16

Private Education
& Heath Care

$14

Sources: U.S. Bureau of Labor Statistics, M&T estimates for Q1 and Q2 2011
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Respondents Expecting Personal Finances/
Business Conditions To Improve Over Next 12-Months

Index of Future Consumer Expectations

Index Waiting For the Help Wanted Sign

1966 = 100
90 Consumer confidence is fragile, with
household spending likely to remain tepid
until a clearer picture of the labor market
recovery becomes apparent
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Inflation Adjusted
Real Gross Domestic Product Growth

New York State vs. United States

o [CINew York [J uUnited States
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1% 0.4%0.3% Modest Growth

2% - NY’s economy should

3% continue to expand in
0% 2012, slightly topping

4% o the U.S. growth rate

5% Sources: Moody’s Analytics, M&T Forecasf t
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Opportunities / Challenges

How can NYS
community banks
navigate in the
near-term? R

MBank Understanding what’s important.



Banks With Less Than $5 Billion in Assets
Year-Over- Year Growth in Average Assets
New York State vs. United States

Good News...
Assets continue to grow

10% 1

o,
o] Upstate 6.7%
\’/\/~\\\ 2.2%
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New York
0% T T

Source: FDIC
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Banks With Less Than $5 Billion in Assets
Year-Over- Year Growth in Total Revenue
New York State vs. United States

Bad News...

Revenue growth
remains challenged
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Banks With Less Than $5 Billion in Assets
Share of Loans That Are Noncurrent
New York State vs. United States

Better Credit Quality...
4.5% Nonperformers are less than half the U.S. norm

United States 3.65%
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New York
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Source: FDIC
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Banks With Less Than $5 Billion in Assets
Annual Change in Net Loans & Leases
New York State vs. United States

...Helps Keep the Loan Window Open

Upstate community banks continue to support local
borrowing needs—and downstate banks are joining in
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Banks With Less Than $5 Billion in Assets
Annual Change in Comm’l Real Estate Loans
New York State vs. United States

Commercial Real Estate Stays Positive...

Upstate community banks are still growing their
CRE portfolios (as are Downstate banks)
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1 New York
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Banks With Less Than $5 Billion in Assets
Annual Change in Residential RE Loans
New York State vs. United States

15% - ...Although Residential Lending Wanes

Upstate community bank mortgage lending
has eased, but continues to out-perform the
U.S. average
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Banks With Less Than $5 Billion in Assets
Annual Change in Consumer Loans
Upstate NY vs. United States

15% - Consumer Demand Still Absent

Consumer lending is likely to remain
10% sidelined until the jobs picture improves
5% | Upstate
n—_ = > 01%
-5% 4
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United States
5% Source: FDIC
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Banks With Less Than $5 Billion in Assets
Annual Change in C&l Loans
New York State vs. United States

Ahead of the Pack

Upstate community banks are
better positioned to take advantage
of the turning credit cycle

71%
Upstate A 4.8%

| New York
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Upstate NY Community Bank
Deposits Per Branch Office

Milions Another Window of Opportunity
$39 Strong deposit inflows tend to
immediately follow recessions $38.7
$38
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\/ .
Source: FDIC, M&T Bank calculations i
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Community Bank Share of
Upstate NY Branch Office Deposits

Stealing Share From
Larger Competitors
35% \ Upstate community banks

have added 6.4 points of
deposit share since 2008 34.3%
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