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PART I|. FINANCIAL INFORMATION

Item 1. Financial Statements

M&T BANK CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET (Unaudited)

June 30, December 31,
Dollarsin thousands, except per share 2000 1999
Assets Cash and due from banks $ 545,423 592,755
Money-market assets
Interest-bearing deposits at banks 1,632 1,092
Federal funds sold and agreements to resell securities 63,811 643,555
Trading account 35,301 641,114
Total money-market assets 100,744 1,285,761
Investment securities
Available for sale (cost: $2,724,816 at June 30, 2000;
$1,724,713 at December 31, 1999) 2,644,239 1,680,760
Held to maturity (market value: $93,180 at June 30, 2000;
$92,909 at December 31, 1999) 95,383 94,571
Other (market value: $125,637 at June 30, 2000; $125,191 at
December 31, 1999) 125,637 125,191
Total investment securities 2,865,259 1,900,522
Loans and leases 17,110,535 17,572,861
Unearned discount (161,585) (166,090)
Allowance for credit losses (320,165) (316,165)
Loans and |eases, net 16,628,785 17,090,606
Premises and equipment 161,367 173,815
Goodwill and core deposit intangible 624,648 648,040
Accrued interest and other assets 819,874 717,616
Total assets $21,746,100 22,409,115
Liabilities Noninterest-bearing deposits $ 2,541,690 2,260,432
NOW accounts 576,914 583,471
Savings deposits 4,973,807 5,198,681
Time deposits 6,880,784 7,088,345
Deposits at foreign office 250,293 242,691
Total deposits 15,223,488 15,373,620
Federal funds purchased and agreements
to repurchase securities 1,999,443 1,788,858
Other short-term borrowings 605,476 765,301
Accrued interest and other liabilities 290,860 909,157
L ong-term borrowings 1,774,816 1,775,133
Total liahilities 19,894,083 20,612,069
Stockholders’ equity  Preferred stock, $1 par, 1,000,000 shares authorized,
none outstanding — —
Common stock, $5 par, 15,000,000 shares authorized,
8,101,539 shares issued 40,508 40,508
Common stock issuable, 9,098 shares at June 30, 2000; 8,397
shares at December 31, 1999 4,200 3,937
Additional paid-in capital 442,029 458,729
Retained earnings 1,622,130 1,501,530
Accumulated other comprehensive income, net (47,725) (26,047)
Treasury stock — common, at cost - 451,419 shares at June 30,
2000; 377,738 shares at December 31, 1999 (209,125) (181,611)
Total stockholders’ equity 1,852,017 1,797,046
Total liabilities and stockholders’ equity $21,746,100 22,409,115

-3



M&T BANK CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF INCOME (Unaudited)

Three monthsended June 30 Six months ended June 30
I n thousands, except per share 2000 1999 2000 1999
Interest income Loans and leases, including fees $362,435 321,843 $721,237 636,816
Money-market assets
Deposits at banks 14 48 24 55
Federal funds sold and
agreements to resell securities 2,833 5,381 12,421 9,204
Trading account 646 1,380 757 2,625
Investment securities
Fully taxable 38,920 28,512 66,721 62,886
Exempt from federal taxes 2,612 2,156 5,158 4,279
Total interest income 407,460 359,320 806,318 715,865
Interest expense  NOW accounts 1,252 1,125 2,560 2,405
Savings deposits 30,770 29,114 62,493 57,924
Time deposits 100,281 89,182 198,529 180,074
Deposits at foreign office 3,754 2,757 6,800 6,186
Short-term borrowings 42,226 22,768 81,985 48,503
L ong-term borrowings 30,423 26,323 60,070 51,415
Total interest expense 208,706 171,269 412,437 346,507
Net interest income 198,754 188,051 393,881 369,358
Provision for credit losses 6,000 8,500 15,000 17,000
Net interest income after provision
for credit losses 192,754 179,551 378,881 352,358
Other income  Mortgage banking revenues 14,972 18,613 29,531 40,087
Service charges on deposit
accounts 20,954 16,715 41,414 32,583
Trust income 9,761 10,275 19,741 20,601
Brokerage servicesincome 8,054 7,448 17,462 13,624
Trading account and foreign
exchange gains (losses) 219 (3,242) 513 (2,073)
Gain on sales of bank investment
securities 26 — 26 220
Other revenues from operations 19,396 16,997 36,693 34,480
Total other income 73,382 66,806 145,380 139,522
Other expense  Salaries and employee benefits 76,938 71,378 153,639 139,815
Equipment and net occupancy 17,583 17,480 35,702 35,504
Printing, postage and supplies 4,222 4,348 8,716 8,458
Amortization of goodwill and core
deposit intangible 14,103 11,178 28,510 22,030
Other costs of operations 42,864 41,163 79,740 79,206
Total other expense 155,710 145,547 306,307 285,013
Income before taxes 110,426 100,810 217,954 206,867
Income taxes 38,888 35,772 78,181 74,923
Net income $ 71,538 65,038 $139,773 131,944
Net income per common share
Basic $ 933 8.35 $ 18.18 17.00
Diluted 9.07 8.00 17.68 16.33
Cash dividends per common share 1.25 1.00 2.50 2.00
Average common shares
outstanding
Basic 7,663 7,793 7,687 7,762
Diluted 7,888 8,132 7,905 8,078



M&T BANK CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS (Unaudited)

Six months ended June 30
In thousands 2000 1999
Cash flows from Net income $ 139,773 131,944
operating activities Adjustments to reconcile net income to net cash provided by
operating activities
Provision for credit losses 15,000 17,000
Depreciation and amortization of premises and equipment 13,637 13,963
Amortization of capitalized servicing rights 10,881 9,857
Amortization of goodwill and core deposit intangible 28,510 22,030
Provision for deferred income taxes (6,968) 935
Asset write-downs 1,114 914
Net (gain) loss on sales of assets 2,456 (280)
Net change in accrued interest receivable, payable 5,005 (4,066)
Net change in other accrued income and expense (31,442) (42,846)
Net change in loans held for sale (18,035) 153,530
Net change in trading account assets and liabilities (5,432) 95,801
Net cash provided by operating activities 154,499 398,782
Cash flows from Proceeds from sales of investment securities
investing activities Available for sale 112,288 24,789
Other 20,052 7,154
Proceeds from maturities of investment securities
Availablefor sale 169,420 882,499
Held to maturity 30,286 23,013
Purchases of investment securities
Available for sale (265,206) (93,913)
Held to maturity (31,232) (16,112)
Other (20,498) (2,965)
Net increase in interest-bearing deposits at banks (540) (2,602)
Additions to capitalized servicing rights (31,238) (8,709)
Net increase in loans and leases (556,844) (496,024)
Capital expenditures, net (3,491) (6,874)
Acquisitions, net of cash acquired
Banks and bank holding companies — (51,423)
Other companies (4,303) —
Purchases of bank owned life insurance (35,000) —
Other, net 11,503 (3,992)
Net cash provided (used) by investing activities (604,803) 254,841
Cash flows from Net decrease in deposits (149,974) (340,078)
financing activities Net increase (decrease) in short-term borrowings 50,755 (303,037)
Proceeds from long-term borrowings 1,246 299,152
Payments on long-term borrowings (1,449) (64,534)
Purchases of treasury stock (54,947) (789)
Dividends paid — common (19,151) (15,595)
Other, net (3,252) 10,257
Net cash used by financing activities (176,772) (414,624)
Net increase (decrease) in cash and cash equivalents $ (627,076) 238,999
Cash and cash equivalents at beginning of period 1,236,310 722,858
Cash and cash equivalents at end of period $ 609,234 961,857
Supplemental Interest received during the period $ 799,839 718,860
disclosure of cash Interest paid during the period 398,551 354,094
flow information Income taxes paid during the period 80,713 112,794
Supplemental schedule of Real estate acquired in settlement of loans $ 5,612 4,470
noncash investing and Acquisition of banks and bank holding companies:
financing activities Common stock issued — 58,746
Fair value of:
Assets acquired (noncash) — 650,841
Liabilities assumed — 616,928




M&T BANK CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY (Unaudited)

Accumulated
Common Additional other
Preferred Common stock paid-in Retained comprehensive Treasury
I'n thousands, except per share stock stock issuable capital earnings income, net stock Total
1999
Balance — January 1, 1999 $— 40,508 3,752 480,014 1,271,071 2,869 (195,848)  $1,602,366
Comprehensive income:
Net income — — — — 131,944 — — 131,944
Other comprehensive income, net of tax:
Unrealized losses on investment securities,
net of reclassification adjustment — — — — — (16,464) — (16,464)
115,480
Purchases of treasury stock — — — — — — (789) (789)
Acquisition of FNB Rochester Corp. — — — (718) 59,464 58,746
Stock-based compensation plans:
Exercise of stock options — — — (15,521) — — 27,072 11,551
Directors’ stock plan — — — 3 — — 148 151
Deferred bonus plan, net, including dividend
equivalents — 360 (11) a7) — 265 597
Common stock cash dividends -
$2.00 per share — — — — (15,595) — — (15,595)
Balance — June 30, 1999 $— 40,508 4,112 463,767 1,387,403 (13,595) (109,688)  $1,772,507
2000
Balance — January 1, 2000 $— 40,508 3,937 458,729 1,501,530 (26,047) (181,611)  $1,797,046
Comprehensive income:
Net income — — — — 139,773 — — 139,773
Other comprehensive income, net of tax:
Unrealized losses on investment securities,
net of reclassification adjustment — — — — — (21,678) — (21,678)
118,095
Purchases of treasury stock — — — — — — (54,947) (54,947)
Stock-based compensation plans:
Exercise of stock options — — — (16,686) — — 27,012 10,326
Directors’ stock plan — — — (14) — — 162 148
Deferred bonus plan, net, including dividend
equivalents — — 263 — (22) — 259 500
Common stock cash dividends -
$2.50 per share — — — — (19,151) — — (19,151)
Balance — June 30, 2000 $— 40,508 4,200 442,029 1,622,130 (47,725) (209,125)  $1,852,017
CONSOLIDATED SUMMARY OF CHANGES IN ALLOWANCE FOR CREDIT LOSSES (Unaudited)
Six months ended June 200
In thousands 2000 1999
Beginning balance $316,165 306,347
Provision for credit losses 15,000 17,000
Allowance obtained through acquisitions — 5,636
Net charge-offs
Charge-offs (19,230) (23,673)
Recoveries 8,230 9,088
Total net charge-offs (11,000) (14,585)
Ending balance $320,165 314,398




NOTES TO FINANCIAL STATEMENTS

1. Significant accounting policies

The consolidated financial statements of M&T Bank Corporation (“M&T”) and subsidiaries (“the Company”) wel
compiled in accordance with the accounting policies set forth in note 1 of Notes to Financial Statements include
the Company’s 1999 Annual Report. In the opinion of management, all adjustments necessary for a fair preser

have been made and were all of a normal recurring nature. Certain reclassifications have been made to the 19
financial statements to conform with the current year presentation.

2. Earnings per share

The computations of basic earnings per share follow:

Three months ended Six months ended
June 30 June 30
2000 1999 2000 1999

(in thousands, except per share)
Income available to common stockhol ders:

Net income $71,538 65,038 139,773 131,944
Wei ghted-average shares outstanding
(including common stock issuable) 7,663 7,793 7,687 7,762
Basic earnings per share $ 933 8.35 18.18 17.00

The computations of diluted earnings per share follow:

Three months ended Six months ended
June 30 June 30
2000 1999 2000 1999
(in thousands, except per share)
Income available to common stockhol ders $71,538 65,038 139,773 131,944
Wei ghted-average shares outstanding 7,663 7,793 7,687 7,762
Plus: incremental shares from assumed
conversion of stock options 225 339 218 316
Adjusted wei ghted-average shares outstanding 7,888 8,132 7,905 8,078
Diluted earnings per share $ 9.07 8.00 1768  16.33

3. Comprehensive income

The following tables display the components of other comprehensive income:

Six months ended June 30, 2000

Before-tax Income
amount taxes Net

(in thousands)
Unrealized |osses on investment

securities:
Unrealized holding losses during
period $(36,598) (14,936) (21,662)
Reclassification adjustment for
gainsrealized in net income 26 10 16
Net unrealized | osses $(36,624) (14,946) (21,678)
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NOTES TO FINANCIAL STATEMENTS, CONTINUED

3. Comprehensive income, continued

Six months ended June 30, 1999

Before-tax Income
amount taxes Net

(in thousands)
Unrealized |osses on investment

securities:
Unrealized holding losses during
period $(27,570) (11,236) (16,334)
Less: reclassification adjustment
for gains realized in net income 220 90 130
Net unrealized | osses $(27,790) (11,326) (16,464)

During the three-month period ended June 30, 2000, the Company securitized approximately $1.0 billion of
residential mortgage loans. The resulting mortgage-backed securities were included in available-for-sale investment
securities. The unrealized |osses on such securities at June 30, 2000 were $20.5 million, net of applicable income
tax effect of $14.2 million.

4. Acquisitions

On July 9, 2000, M&T entered into a definitive agreement with Premier National Bancorp, Inc. (“Premier”), a ba
holding company headquartered in Lagrangeville, New York, for a merger between the two companies. Upon
completion of the merger, Premier National Bank, Premier’s national bank subsidiary, will be merged into
Manufacturers and Traders Trust Company (“M&T Bank”), M&T’s principal bank subsidiary. Premier National
Bank operates 34 banking offices in the mid-Hudson Valley region of New York State. At June 30, 2000, Premi
had approximately $1.6 billion of assets, including $1.0 billion of loans, and $1.4 billion of liabilities, including
$1.3 billion of deposits. The merger, which will be accounted for as a purchase, is subject to a number of
conditions, including the approvals of Premier’s stockholders and banking authorities, and is expected to be
completed during the first quarter of 2001. Under the terms of the merger agreement, stockholders of Premier \
receive $21.00 for each outstanding share of Premier common stock, which they may elect to receive in cash c
M&T common stock, although 50% of the 15.8 million shares of Premier common stock outstanding must be
exchanged for M&T common stock. Premier stockholder elections will be subject to allocation and proration if t
election for common stock would be more or less than 50%.

On May 16, 2000, M&T entered into a definitive agreement with Keystone Financial, Inc.(*Keystone”), a bank
holding company headquartered in Harrisburg, Pennsylvania, for a merger between the two companies. At Jun
2000, Keystone had total assets of approximately $7.0 billion, including $4.6 billion of loans and $1.7 billion of
investment securities, and liabilities of $6.5 billion, including $5.0 billion of deposits. The merger, which will be
accounted for as a purchase, has been approved by the boards of directors of each company, and is subject tc
number of conditions, including the approval of applicable regulators, and the approval of both M&T and Keystt
stockholders. It is currently anticipated that the merger will take place in the fourth quarter of 2000. Under the te
of the merger agreement, stockholders of Keystone may elect to receive .05 of a share of M&T common stock
cash in lieu of any fractional share) or $21.50 in cash for each outstanding share of Keystone common stock.
Subject to certain adjustments set forth in the merger agreements, 65% of the 48,930,000 shares of Keystone
common stock outstanding on May 16, 2000 will be exchanged for shares of M&T common stock and the
remaining shares will be converted for cash. The elections of Keystone’s stockholders will be subject to allocati
and proration if either portion of the merger consideration is oversubscribed. In connection with the merger, M&
intends to declare a 10-for-1 split on its common stock and increase the cash dividend payable on its common
to $2.50 per quarter on each pre-split share.
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NOTES TO FINANCIAL STATEMENTS, CONTINUED
4. Acquisitions, continued

On June 1, 1999, M&T consummated the merger of FNB Rochester Corp.(“FNB”), a bank holding company
headquartered in Rochester, New York. Following the merger with FNB, First National Bank of Rochester, a
wholly owned subsidiary of FNB, was merged into M&T Bank. In accordance with the terms of the merger
agreements with FNB, M&T paid $76.3 million in cash and issued 122,516 shares of M&T common stock in
exchange for FNB shares outstanding at the time of the acquisition. The purchase price of the transaction was
approximately $135.0 million based on the cash paid to FNB stockholders and the market price of M&T commc
shares on December 8, 1998 before the terms of the merger were agreed to and announced by M&T and FNB
Acquired assets, loans and deposits of FNB on June 1, 1999 totaled approximately $676 million, $393 million a
$511 million, respectively. The transaction was accounted for as a purchase and, accordingly, operations acqu
from FNB have been included in the Company’s financial results since the acquisition date. In connection with
acquisition, the Company recorded approximately $98 million of goodwill and core deposit intangible. The
goodwill is being amortized over twenty years using the straight-line method and the core deposit intangible is
being amortized over eight years using an accelerated method. The Company incurred expenses related to sy:s
conversions and other costs of integrating and conforming the acquired operations with and into the Company
approximately $2.5 million ($1.7 million net of applicable income taxes) during the three-month and six-month
periods ended June 30, 1999.

5. Borrowings

In January 1997, M&T Capital Trust | (“Trust 1”), issued $150 million of 8.234% preferred capital securities. In
June 1997, M&T Capital Trust Il (“Trust II"), issued $100 million of 8.277% preferred capital securities. In
February 1997, M&T Capital Trust Il (“Trust 11" and, together with Trust | and Trust II, the “Trusts”) issued

$60 million of 9.25% preferred capital securities. Including the unamortized portion of a purchase accounting
adjustment to reflect estimated fair value at the April 1, 1998 acquisition of the common securities of Trust I, tt
preferred capital securities of Trust Il had a financial statement carrying value of approximately $69 million at
June 30, 2000 and December 31, 1999.

Other than the following payment terms (and the redemption terms described below), the preferred capital sect
issued by the Trusts (“Capital Securities”) are identical in all material respects:

Distribution Distribution
Trust Rate Dates
Trust | 8.234% February 1 and August 1
Trust 11 8.277% June 1 and December 1
Trust 111 9.25% February 1 and August 1

The common securities of Trust | and Trust Il are wholly owned by M&T and the common securities of Trust Il
are wholly owned by Olympia. The common securities of each trust (“Common Securities”) are the only class o
each Trust’s securities possessing general voting powers. The Capital Securities represent preferred undividec
interests in the assets of the corresponding Trust and are classified in the Company’s consolidated balance she
long-term borrowings, with accumulated distributions on such securities included in interest expense. Under the
Federal Reserve Board’s current risk-based capital guidelines, the Capital Securities are includable in the
Company’s Tier 1 capital.

The proceeds from the issuances of the Capital Securities and Common Securities were used by the Trusts to
purchase the following amounts of junior
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NOTES TO FINANCIAL STATEMENTS, CONTINUED
5. Borrowings, continued

subordinated deferrable interest debentures (“Junior Subordinated Debentures”) of M&T in the case of Trust | &
Trust Il and Olympia in the case of Trust IlI:

Capital Common Junior Subordinated
Trust Securities Securities Debentures
Trust | $150 million $4.64 million $154.64 million aggregate liquidation

amount of 8.234% Junior Subordinated
Debentures due February 1, 2027.

Trust I $100 million $3.09 million $103.09 million aggregate liquidation
amount of 8.277% Junior Subordinated
Debentures due June 1, 2027.

Trust 11 $60 million $1.856 million $61.856 million aggregate liquidation
amount of 9.25% Junior Subordinated
Debentures due February 1, 2027.

The Junior Subordinated Debentures represent the sole assets of each Trust and payments under the Junior
Subordinated Debentures are the sole source of cash flow for each Trust.

Holders of the Capital Securities receive preferential cumulative cash distributions semi-annually on each
distribution date at the stated distribution rate unless M&T, in the case of Trust | and Trust Il, or Olympia, in the
case of Trust Ill, exercise the right to extend the payment of interest on the Junior Subordinated Debentures fo
to ten semi-annual periods, in which case payment of distributions on the respective Capital Securities will be
deferred for a comparable period. During an extended interest period, M&T and/or Olympia may not pay divide
or distributions on, or repurchase, redeem or acquire any shares of the respective company’s capital stock. The
agreements governing the Capital Securities, in the aggregate, provide a full, irrevocable and unconditional
guarantee by M&T in the case of Trust | and Trust Il and Olympia in the case of Trust Il 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 a
senior indebtedness of M&T and Olympia.

The Capital Securities are mandatorily redeemable in whole, but not in part, upon repayment at the stated matt
dates of the Junior Subordinated Debentures or the earlier redemption of the Junior Subordinated Debentures
whole upon the occurrence of one or more events (“Events”) set forth in the indentures relating to the Capital
Securities, and in whole or in part at any time after the stated optional redemption dates (February 1, 2007 in tt
case of Trust | and Trust Ill, and June 1, 2007 in the case of Trust Il) contemporaneously with the Company’s
optional redemption of the related Junior Subordinated Debentures in whole or in part. The Junior Subordinates
Debentures are redeemable prior to their stated maturity dates at M&T’s option in the case of Trust | and Trust
and Olympia’s option in the case of Trust Ill (i) on or after the stated optional redemption dates, in whole at any
time or in part from time to time, or (ii) in whole, but not in part, at any time within 90 days following the
occurrence and during the continuation of one or more of the Events, in each case subject to possible regulato
approval. The redemption price of the Capital Securities upon their early redemption will be expressed as a
percentage of the liquidation amount plus accumulated but unpaid distributions. In the case of Trust I, such
percentage adjusts annually and ranges from 104.117% at February 1, 2007 to 100.412% for the annual perioc
ending January 31, 2017, after which the percentage is 100%,
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NOTES TO FINANCIAL STATEMENTS, CONTINUED
5. Borrowings, continued

subject to a make-whole amount if the early redemption occurs prior to February 1, 2007. In the case of Trust |1,
such percentage adjusts annually and ranges from 104.139% at June 1, 2007 to 100.414% for the annual period
ending May 31, 2017, after which the percentage is 100%, subject to a make-whole amount if the early redemption
occurs prior to June 1, 2007. In the case of Trust 111, such percentage adjusts annually and ranges from 104.625% at
February 1, 2007 to 100.463% for the annual period ending January 31, 2017, after which the percentage is 100%,
subject to a make-whole amount if the early redemption occurs prior to February 1, 2007.

6. Segment information

Reportable segments have been determined based upon the Company’s internal profitability reporting system,
which is organized by strategic business units. Certain strategic business units have been combined for segme
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 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
note 19 to the Company’s consolidated financial statements as of and for the year ended December 31, 1999.
management accounting policies and processes utilized in compiling segment financial information are highly
subjective and, unlike financial accounting, are not based on authoritative guidance similar to generally accepte
accounting principles. As a result, the financial information of the reported segments is not necessarily compar:
with similar information reported by other financial institutions. Information about the Company’s segments is
presented in the following tables.

Three monthsended June 30
2000 1999
Inter- Net Inter- Net
Total segment income Total segment income
revenues(a) revenues (loss) revenues(a) revenues (loss)
(in thousands)
Commercia Banking $ 53,657 99 23,478 45,270 100 19,926
Commercia Real Estate 34,166 189 17,856 31,804 410 16,495
Discretionary Portfolio 13,817 (74) 7,653 15,349 (812) 8,667
Residential Mortgage Banking 26,322 5,789 1,238 34,198 9,364 5,972
Retail Banking 133,090 2,285 37,818 110,451 2,572 26,617
All Other 11,084 (8,288) (16,505) 17,785 (11,634) (12,639)
Total $272,136 — 71,538 254,857 — 65,038
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NOTES TO FINANCIAL STATEMENTS, CONTINUED

6. Segment information, continued

Six months ended June 30
2000 1999
Inter- Net Inter- Net
Total segment income Total segment income
revenues(a) revenues (loss) revenues(a) revenues (loss)
(in thousands)

Commercia Banking $104,688 186 44,972 90,724 224 40,662
Commercia Real Estate 67,431 390 35,100 60,445 678 30,889
Discretionary Portfolio 29,996 (168) 16,042 32,052 (812) 17,511
Residential Mortgage Banking 51,068 11,004 3,093 71,766 18,933 12,952
Retail Banking 261,071 4,719 70,922 215,863 4,513 51,161
All Other 25,007 (16,131) (30,356) 38,030 (23,536) (21,231)
Total $539,261 — 139,773 508,880 — 131,944

(@  Tota revenues are comprised of net interest income and other income. Net interest income is the difference
between taxable-equivalent interest earned on assets and interest paid on liabilities owned by a segment and a
funding charge (credit) based on the Company’s internal funds transfer pricing methodology. Segments «
charged a cost to fund any assets (e.g. loans) and are paid a funding credit for any funds provided (e.g.
deposits). The taxable-equivalent adjustment aggregated $2,250,000 and $1,838,000 for the three-mont
periods ended June 30, 2000 and 1999, respectively, and $4,456,000 and $3,663,000 for the six-month
periods ended June 30, 2000 and 1999, respectively, and is eliminated in “All Other” total revenues.
Intersegment revenues are included in total revenues of the reportable segments. The elimination of
intersegment revenues is included in the determination of “All Other” total revenues.

Average total assets

Six months ended Year ended

June 30, December 31,
2000 1999 1999

(in millions)

Commercia Banking $ 4,869 4,142 4,277
Commercia Real Estate 4,630 3,929 4,118
Discretionary Portfolio 6,477 6,778 6,827
Residential Mortgage Banking 539 647 635
Retail Banking 4,536 4,075 4,244
All Other 1,093 868 956
Total $22,144 20,439 21,057
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
Overview

M&T Bank Corporation (“M&T”) earned $71.5 million or $9.07 of diluted earnings per common share in the
second quarter of 2000, increases of 10% and 13%, respectively, from the second quarter of 1999 when net in
was $65.0 million or $8.00 of diluted earnings per common share. Net income was $68.2 million or $8.61 of dilt
earnings per common share in the initial 2000 quarter. Basic earnings per common share rose 12% to $9.33 in
recent quarter from $8.35 in the year-earlier quarter and 5% from $8.85 earned in the first quarter of 2000. For
six months ended June 30, 2000, net income was $139.8 million or $17.68 per diluted share, up 6% and 8%,
respectively, from $131.9 million or $16.33 per diluted share during the first half of 1999. Basic earnings per sh
rose to $18.18 in the first six months of 2000 from $17.00 in the corresponding 1999 period. The after-tax impa
nonrecurring merger-related expenses largely associated with M&T’s June 1, 1999 acquisition of FNB Rochest
Corp. (“FNB”) was $1.7 million or $.21 of diluted earnings per share and $.22 of basic earnings per share in the
second quarter and first six months of 1999.

The annualized rate of return on average total assets for M&T and its consolidated subsidiaries (“the Comp
in the second quarter of 2000 was 1.32%, compared with 1.27% in the year-earlier quarter and 1.22% in 2000’
initial quarter. The annualized return on average common stockholders’ equity was 15.75% in the recent quarte
compared with 15.23% in the second quarter of 1999 and 15.14% in the first quarter of 2000. During the first h:
of 2000, the annualized rates of return on average assets and average common stockholders’ equity were 1.27
15.45%, respectively, compared with 1.30% and 15.88%, respectively, in the corresponding 1999 period. ExclL
the impact of merger-related expenses, the annualized returns on average assets and average common equity
1.30% and 15.63%, respectively, during the second quarter of 1999, and 1.32% and 16.08%, respectively, duri
the first six months of 1999.

On July 9, 2000, M&T entered into a definitive agreement with Premier National Bancorp, Inc. (“Premier”),
bank holding company headquartered in Lagrangeville, New York, for a merger between the two companies. U
completion of the merger, Premier National Bank, Premier’s national bank subsidiary, will be merged into
Manufacturers and Traders Trust Company (“M&T Bank”), M&T’s principal banking subsidiary. Premier Nation:
Bank operates 34 banking offices in the mid-Hudson Valley region of New York State. At June 30, 2000, Premi
had approximately $1.6 billion of assets, including $1.0 billion of loans, and $1.4 billion of liabilities, including
$1.3 billion of deposits. The merger, which will be accounted for as a purchase, is subject to a number of
conditions, including the approvals of Premier’s stockholders and banking authorities, and is expected to be
completed during the first quarter of 2001. Under the terms of the merger agreement, shareholders of Premier
receive $21.00 for each outstanding share of Premier common stock, which they may elect to receive in cash c
M&T common stock, although 50% of the 15.8 million shares of Premier common stock outstanding must be
exchanged for M&T common stock. Premier stockholder elections will be subject to allocation and proration if t
election for common stock would be more or less than 50%.

On May 16, 2000, M&T entered into a definitive agreement with Keystone Financial, Inc. (“Keystone”), a ba
holding company headquartered in Harrisburg, Pennsylvania, for a merger between the two companies. Upon
completion of the merger, Keystone Financial Bank, N.A., Keystone’s national bank subsidiary, will be merged
M&T Bank. Keystone Financial Bank, N.A. operates 177 banking offices in 31 Pennsylvania counties, three
Maryland counties and one county in West Virginia. At June 30, 2000, Keystone had approximately $7.0 billion
assets, including approximately $4.6 billion of loans and $1.7 billion of investment securities, and approximatel
$6.5 billion of liabilities, including approximately $5.0 billion of deposits. The merger, which will be accounted fc
as a purchase, is subject to a number
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of conditions, including the approvals of stockholders of both companies and banking authorities, and is expected to
be completed during the fourth quarter of 2000. Under the terms of the merger agreement, stockholders of Keystone
will have the option to receive either .05 of a share of common stock of M& T (and cash in lieu of fractional shares)
or $21.50 in cash in exchange for each share of Keystone common stock. The merger agreement provides that the
total number of shares of Keystone common stock to be exchanged for shares of common stock of M&T shall be
65% of the 48.9 million shares of Keystone common stock outstanding on May 16, 2000. K eystone sharehol der
elections to receive shares of common stock of M& T or cash are subject to allocation and proration as set forth in
the merger agreement. In connection with the merger, M& T intends to declare a 10-for-1 split of its common stock,
and to increase the cash dividend payable on its common stock after the transaction to the equivalent of $2.50 per
quarter on each pre-split share.

On March 1, 2000, M&T Bank completed the acquisition of Matthews, Bartlett & Dedecker, Inc. (“MBD”), ar
insurance agency located in Buffalo, New York. MBD provides insurance services principally to the commercial
market and operates as a subsidiary of M&T Bank. The acquisition has not had a material impact on the Comp
financial position or its results of operations.

On March 31, 2000, The Chase Manhattan Bank (“Chase”) transferred trust and fiduciary accounts with as:
of approximately $147 million to M&T Bank, completing a transaction that began in September 1999 with the
acquisition from Chase of 29 branch offices in Upstate New York and the investment management and custody
accounts associated with those offices. At the time of closing in September 1999, the branches had approxima
$634 million of deposits and approximately $44 million of retail installment and commercial loans, and the
investment management and custody accounts had assets of approximately $286 million.

On June 1, 1999, M&T completed the acquisition of FNB Rochester Corp. (“FNB”), a bank holding compan:
headquartered in Rochester, New York. Immediately after the acquisition, FNB’s banking subsidiary, First Natic
Bank of Rochester, which operated 17 banking offices in western and central New York State, was merged witl
into M&T Bank. The acquisition was accounted for using the purchase method of accounting, and, accordingly,
operations of FNB have been included in the financial results of the Company since the acquisition date. FNB’s
stockholders received $76 million in cash and 122,516 shares of M&T common stock in exchange for FNB sha
outstanding at the time of acquisition. Assets acquired totaled approximately $676 million and included loans a
leases of $393 million and investment securities of $148 million. Liabilities assumed on June 1, 1999 were
approximately $541 million and included $511 million of deposits.

Cash Operating Results

As a result of acquisitions accounted for using the purchase method of accounting, M&T had recorded as asse
goodwill and core deposit intangible totaling $625 million at June 30, 2000, $621 million at June 30, 1999 and §
million at December 31, 1999. Since the amortization of goodwill and core deposit intangible does not result in
cash expense, M&T believes that supplemental reporting of its operating results on a “cash” (or “tangible”) basi
(which excludes the after-tax effect of amortization of goodwill and core deposit intangible and the related asse
balances) represents a relevant measure of financial performance. The supplemental cash basis data presente
do not exclude the effect of other non-cash operating expenses such as depreciation, provision for credit losse:
deferred income taxes associated with the results of operations. Unless noted otherwise, cash basis data does
however, exclude the after-tax impact of nonrecurring merger-related expenses associated with the acquisition
FNB.

Cash net income rose 8% to $82.9 million in the second quarter of 2000 from $76.5 million in the comparalk:
guarter of 1999. Diluted cash earnings
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per share for the recent quarter were $10.51, up 12% from $9.41 in the year-earlier quarter. Cash net income and
diluted cash earnings per share were $79.8 million and $10.08, respectively, in theinitia 2000 quarter. For the first
six months of 2000, cash net income and diluted cash earnings per share were $162.8 million and $20.59,
respectively, up 7% and 9%, respectively, from $152.8 million and $18.92 in the similar 1999 period.

On an annualized basis, cash return on average tangible assets was 1.57% in the recent quarter, compared with
1.53% in the second quarter of 1999 and 1.47% in the initial quarter of 2000. Cash return on average tangible
common equity was an annualized 27.46% in the second quarter of 2000, compared with 26.13% in the year-earlier
quarter and 26.95% in the first quarter of 2000. For the first half of 2000, the annualized cash return on average
tangible assets and average tangible common stockholders’ equity was 1.52% and 27.21%, respectively, comy
with 1.55% and 26.88%, respectively, in the corresponding 1999 period. Including the effect of merger-related
expenses, the annualized cash returns on average tangible assets for the second quarter and first half of 1999
1.50% and 1.53%, respectively, and the annualized cash returns on average tangible common stockholders’ ec
were 25.55% and 26.58%, respectively.

Taxable-equivalent Net Interest Income

Net interest income expressed on a taxable-equivalent basis was $201.0 million in the second quarter of 2000,
6% from $189.9 million in the year-earlier quarter. Growth in average loans and leases was the most significan
factor contributing to the increase. Average loans and leases rose $1.1 billion, or 7%, to $17.2 billion in the sec
guarter of 2000 from $16.1 billion in the year-earlier quarter. Taxable-equivalent net interest income was $197..
million in the first quarter of 2000 when average loans and leases were $17.5 billion. The 2% decline in averag
loans and leases from the first quarter of 2000 reflects the securitization of approximately $1.0 billion of resider
mortgage loans during the recent quarter. The resulting mortgage-backed securities, which are fully guarantee
the Federal National Mortgage Association, are included in the Company’s portfolio of available-for-sale
investment securities. The accompanying table summarizes quarterly changes in the major components of the
and lease portfolio.

AVERAGE LOANSAND LEASES
(net of unearned discount)
Dollarsin millions
Percent increase
(decrease) from

2nd Qtr. 2nd Qtr. 1st Qtr.
2000 1999 2000
Commercial, financial, etc. $ 3,863 21% 3%
Real estate — commercial 6,710 17 2
Real estate — consumer 3,464 a7 (15)
Consumer
Automobile 1,323 (8) 4)
Home equity 940 22 4
Other 881 jS *7
Total consumer 3,144 - 7 - 1
Total $17,181 7% (2)%

For thefirst half of 2000, taxable-equivalent net interest income was $398.3 million, up 7% from
$373.0 million in the corresponding 1999 period. An increase in average loans and leases of $1.4 billion was the
leading factor contributing to thisimprovement.

Investment securities averaged $2.6 billion in the recent quarter, up from $2.1 billion in the second quarter of
1999 and $2.0 billion in the initial quarter of 2000. The increase from the prior periods was largely the
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result of the impact of the previously mentioned residential mortgage |oan securitization. The investment securities
portfolio is largely comprised of residential mortgage-backed securities and collateralized mortgage obligations,
commercial real estate mortgage-backed securities, and shorter-term U.S. Treasury notes. The Company has also
invested in debt securitiesissued by municipalities and debt and preferred equity securities issued by government-
sponsored agencies and certain financial institutions. When purchasing investment securities, the Company
considersits overall interest-rate risk profile as well as the adequacy of expected returns relative to prepayment and
other risks assumed. The Company occasionally sells investment securities as aresult of changes in interest rates
and spreads, actual or anticipated prepayments, or credit risk associated with a particular security.

Money-market assets, which are comprised of interest-earning deposits at banks, interest-earning trading
account assets, Federal funds sold and agreements to resell securities, averaged $213 million in 2000’s secon
guarter, compared with $516 million in the year-earlier quarter and $669 million in the first quarter of 2000. In
general, the size of the investment securities and money-market assets portfolios are influenced by such factor
demand for loans, which generally yield more than investment securities and money-market assets, ongoing
repayments, the levels of deposits, and management of balance sheet size and resulting capital ratios.

As a result of the changes described herein, average earning assets increased 7% to $20.0 billion in the re
guarter from $18.6 billion in the second quarter of 1999. Average earning assets were $20.1 billion in the first
quarter of 2000 and aggregated $20.1 billion and $18.7 billion for the six months ended June 30, 2000 and 19¢
respectively.

Core deposits, consisting of noninterest-bearing deposits, interest-bearing transaction accounts, savings de
and nonbrokered domestic time deposits under $100,000, represent the most significant source of funding to tr
Company and generally carry lower interest rates than wholesale funds of comparable maturities. The Compar
branch network is the principal source of core deposits. Core deposits include certificates of deposit under $10
generated on a nationwide basis by M&T Bank, National Association (“M&T Bank, N.A.”), a wholly owned
subsidiary of M&T. Average core deposits totaled $12.5 billion in the second and first quarters of 2000, up from
$11.6 billion in the second quarter of 1999. The accompanying table provides an analysis of quarterly changes
the components of average core deposits. For the six months ended June 30, 2000 and 1999, core deposits a\
$12.5 billion and $11.5 billion, respectively.

AVERAGE CORE DEPOSITS
Dollarsin millions
Percent increase
(decrease) from

2nd Qtr.  2nd Qtr. 1st Qtr.
2000 1999 2000
NOW accounts $ 413 11% (5)%
Savings deposits 5,299 5 D
Time deposits less than $100,000 4,584 8 (D
Noninterest-bearing deposits 2,175 15 3
Total $12,471 8% —%

In addition to core deposits, the Company obtains funding through domestic time deposits of $100,000 or more,
deposits originated through M&T Bank’s offshore branch office, and brokered certificates of deposit. Brokered
deposits have been used as an alternative to short-term borrowings to lengthen the average maturity of interes
bearing liabilities. Brokered deposits averaged $735 million during the recent quarter and totaled $638 million &
June 30, 2000. Brokered deposits averaged $864 million in the initial quarter of 2000 and $1.2 billion during the
second quarter of 1999. The weighted average remaining term to maturity of brokered deposits at June 30, 20(
was 1.4 years. However, certain of the deposits have provisions
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that allow early redemption. In connection with the Company’s management of interest rate risk, interest rate s
have been entered into under which the Company receives a fixed rate of interest and pays a variable rate and
have notional amounts and terms substantially similar to the amounts and terms of the brokered deposits. Addi
amounts of brokered deposits may be solicited in the future depending on market conditions and the cost of fur
available from alternative sources at the time.

In addition to deposits, the Company uses borrowings from banks, securities dealers, the Federal Home Lc
Bank of New York and the Federal Home Loan Bank of Pittsburgh (together, the “FHLB”), and others as source
funding. Short-term borrowings averaged $2.7 billion in the recent quarter, compared with $1.9 billion in the
second 1999 quarter and $2.8 billion in the first quarter of 2000. Long-term borrowings averaged $1.8 billion in
first and second quarters of 2000 and in the second quarter of 1999. Included in average long-term borrowings
during each of the quarters referred to in the preceding sentence were $1.3 billion of FHLB borrowings,
$319 million of trust preferred securities and $175 million of subordinated capital notes. Further information
regarding the trust preferred securities is provided in note 5 of Notes to Financial Statements.

Changes in the composition of the Company’s earning assets and interest-bearing liabilities, as well as cha
in interest rates and spreads, can impact net interest income. Higher levels of interest rates following actions ta
by the Federal Reserve Board since the third quarter of 1999 have contributed to increases in the Company’s
on earning assets and the rate paid on interest-bearing liabilities. Reflecting a greater rise in the rate paid on in
bearing liabilities than in the yield on earning assets, net interest spread, or the difference between the taxable-:
equivalent yield on earning assets and the rate paid on interest-bearing liabilities, was 3.45% in the second quz
of 2000, down from 3.56% in the year-earlier quarter. The yield on earning assets increased 48 basis points
(hundredths of one percent) to 8.25% in the second quarter of 2000 from 7.77% in the second quarter of 1999.
rate paid on interest-bearing liabilities in the second quarter of 2000 was 4.80%, up 59 basis points from 4.21%
the corresponding 1999 quarter. The net interest spread was 3.37% in the first quarter of 2000 when the yield
earning assets was 8.01% and the rate paid on interest-bearing liabilities was 4.64%. For the first half of 2000,
net interest spread was 3.41%, a decrease of 10 basis points from 3.51% in the corresponding 1999 period. Tt
yield on earning assets and the rate paid on interest-bearing liabilities was 8.13% and 4.72%, respectively, in t
first half of 2000, compared with 7.78% and 4.27%, respectively, a year earlier.

Interest-free funds consist largely of noninterest-bearing demand deposits and stockholders’ equity, partiall
offset by bank owned life insurance and non-earning assets, including goodwill and core deposit intangible. The
contribution to net interest margin, or taxable equivalent net interest income expressed as an annualized perce
of average earning assets, of net interest-free funds was .60% in the second quarter of 2000, compared with .5
the corresponding 1999 quarter and .57% in the first quarter of 2000. For the first six months of the year, the
contribution of net interest-free funds to net interest margin was .58% in 2000 and .52% in 1999. Average net
interest-free funds totaled $2.5 billion in the second quarter of 2000, up from $2.3 billion a year earlier and equi
the initial 2000 quarter. During the first half of 2000 and 1999, average net interest-free funds were $2.5 billion
$2.3 hillion, respectively.

Reflecting the changes described herein, the Company’s net interest margin was 4.05% in 2000’s second
guarter, compared with 4.09% in the year-earlier quarter and 3.94% in the initial 2000 quarter. During the first s
months of 2000 and 1999, the net interest margin was 3.99% and 4.03%, respectively.

As part of the management of interest rate risk, the Company utilizes interest rate swap agreements to moc
the repricing characteristics of certain portions of its portfolios of earning assets and interest-bearing
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liabilities. Revenue and expense arising from these agreements are reflected in either the yields earned on assets or,

as appropriate, rates paid on interest-bearing liabilities. Excluding forward-starting swaps, the notional amount of

interest rate swap agreements entered into for interest rate risk management purposes as of June 30, 2000 and 1999

was $671 million and $1.8 billion, respectively. In general, under the terms of these swaps, the Company receives
payments based on the outstanding notional amount of the swaps at fixed rates of interest and makes payments at

variable rates. However, under the terms of $49 million of swaps, the Company pays afixed rate of interest and

receives a variable rate. At June 30, 2000, the weighted average rates to be received and paid under interest rate

swap agreements were 6.37% and 6.57%, respectively. To help manage exposure resulting from changing interest

rates in future periods, the Company had also entered into forward-starting swaps with an aggregate notional

amount as of June 30, 2000 of $373 million in which the Company will pay afixed rate of interest and receive a

variable rate. The forward-starting swaps had no effect on the Company’s net interest income through June 30
2000. The average notional amounts of interest rate swaps and the related effect on net interest income and m
are presented in the accompanying table.

INTEREST RATE SWAPS
Dollarsin thousands

Three months ended June 30
2000 1999
Amount Rate* Amount Rate*
Increase (decrease) in:
Interest income $ 106 —% 4,090 .09%
Interest expense 55 — (4,302) (.11)
Net interest income/margin $ 51 —% $ 8,392 .18%
Average notional amount ** $937,902 $2,052,899
Six months ended June 30
2000 1999
Amount Rate* Amount Rate*
Increase (decrease) in:
Interest income $ 742 .01% $ 8,083 .09%
Interest expense (340) — (8,648) (.11)
Net interest income/margin $ 1,082 01% $ 16,731 .18%
Average notional amount ** $1,163,597 $2,194,941

* Computed as an annualized percentage of average earning assets or interest-bearing liabilities.
** Excludes forward-starting interest rate swaps.

The Company estimates that as of June 30, 2000 it would have received approximately $14 million if all interest
rate swap agreements entered into for interest rate risk management purposes had been terminated, compared with
$28 million ayear earlier and $25 million at December 31, 1999. The estimated fair value of the interest rate swap
portfolio results from the effects of changing interest rates and should be considered in the context of the entire
balance sheet and the Company’s overall interest rate risk profile. Changes in the estimated fair value of intere
swaps entered into for interest rate risk management purposes are not recorded in the consolidated financial
statements.

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 sat
demands for loan and deposit withdrawals, to fund operating costs, and to be used for other corporate purpose
Liquidity risk arises whenever the maturities of financial instruments included in assets and liabilities differ.
Deposits and borrowings, maturities of money-market assets and
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investment securities, repayments of loans and investment securities, and cash generated from operations, such as

fees collected for services, provide the Company with sources of liquidity. M&T’s banking subsidiaries have ac
to additional funding sources through FHLB borrowings, as well as other available borrowing facilities. M&T’s
primary source of funds to pay for operating expenses, shareholder dividends and treasury stock repurchases |
historically been the receipt of dividends from its banking subsidiaries, which are subject to various regulatory
limitations. These historic sources of cash flows were augmented in 1997 by the proceeds from issuance of tru
preferred securities. M&T also maintains a $30 million line of credit with an unaffiliated commercial bank, of
which borrowings outstanding at June 30, 2000 totaled $19 million.

In connection with the pending acquisitions of Keystone and Premier as previously described, the Compan
expects to issue approximately $500 million of subordinated capital notes and, as a result, expects to have suft
liquid assets to fund the cash portion of the consideration to be paid in connection with the acquisitions. On an
ongoing basis, management closely monitors the Company’s liquidity position for compliance with internal polic
and does not anticipate engaging in any activities, either currently or in the long-term, which would cause a
significant strain on liquidity at either M&T or its subsidiary banks.

Market risk is the risk of loss from adverse changes in 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. The core bankin
activities of lending and deposit-taking expose the Company to interest rate risk. Interest rate risk occurs when
assets and liabilities reprice at different times as interest rates change. As a result, net interest income earned
Company is subject to the effects of changing interest rates. The Company measures interest rate risk by calct
the variability of net interest income in future periods under various interest rate scenarios using projected bala
for earning assets, interest-bearing liabilities and off-balance sheet financial instruments. Management’s philos
toward interest rate risk management is to limit the variability of net interest income. The balances of both on- ¢
off-balance sheet financial instruments used in the projections are based on expected growth from forecasted
business opportunities, anticipated prepayments of mortgage-related assets and expected maturities of investr
securities, loans and deposits. Management supplements the modeling technique described above with analys
market values of the Company’s financial instruments.

The Asset-Liability Committee, which includes members of senior management, monitors the Company’s
interest rate sensitivity with the aid of a computer model that considers the impact of ongoing lending and depo
gathering activities, as well as statistically derived interrelationships in the magnitude and timing of the repricing
financial instruments, including the effect of changing interest rates on expected prepayments and maturities. \
deemed prudent, management has taken actions, and intends to do so in the future, to mitigate exposure to int
rate risk through the use of on- or off-balance sheet financial instruments. Possible actions include, but are not
limited to, changes in the pricing of loan and deposit products, modifying the composition of earning assets anc
interest-bearing liabilities, and entering into, modifying or terminating interest rate swap agreements.

The accompanying table as of June 30, 2000 and December 31, 1999 displays the estimated impact on ne
interest income from non-trading
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financial instruments resulting from changes in interest rates during the first modeling year.

SENSITIVITY OF NET INTEREST INCOME
TO CHANGESIN INTEREST RATES

(dollarsin thousands) Calculated increase (decr ease)
in projected net interest income
Changesin Interest Rates June 30, 2000 December 31, 1999
+200 basis points $ 3,964 7,996
+100 basis points 2,827 4,476
-100 basis points 8,080 4,198
-200 basis points 10,229 2,462

The calculation of the impact of changes in interest rates on net interest income was based upon many
assumptions, including prepayments of mortgage-rel ated assets, cash flows from derivative and other financial
instruments held for non-trading purposes, |oan and deposit volumes and pricing, and deposit maturities. The
Company also assumed gradual changesin interest rates of 100 and 200 basis points up and down during a twelve-
month period. These assumptions are inherently uncertain and, as a result, the Company cannot precisely predict the
impact of changesin interest rates on net interest income. Actual results may differ significantly due to the timing,
magnitude and frequency of interest rate changes and changes in market conditions, as well as any actions, such as
those previously described, which management may take to counter such changes.

The Company engages in trading activities to meet the financial needs of customers and to profit from perceived
market opportunities. Financial instruments utilized in trading activities have included forward and futures contracts
related to foreign currencies and mortgage-backed securities, U.S. Treasury and other government securities,
mortgage-backed securities and interest rate contracts such as swaps. The Company generally mitigates the foreign
currency and interest rate risk associated with trading activities by entering into offsetting trading positions. The
amounts of gross and net trading positions as well as the type of trading activities conducted by the Company are
subject to awell-defined series of potential loss exposure limits established by the Asset-Liability Committee.

The notional amounts of interest rate and foreign currency and other option and futures contracts totaled
$1.0 billion and $.5 billion, respectively, at June 30, 2000, $1.8 billion and $.9 billion, respectively, at June 30,
1999, and $799 million and $573 million, respectively, at December 31, 1999. The notional amounts of these
trading contracts are not recorded in the consolidated balance sheet. However, the fair values of all financial
instruments used for trading activities are recorded in the consolidated balance sheet. The fair values of al trading
account assets and liabilities were $35 million and $22 million, respectively, at June 30, 2000, $454 million and
$427 million, respectively, at June 30, 1999, and $641 million and $633 million, respectively, at December 31,
1999. Included in trading account assets at June 30, 1999 and December 31, 1999 were mortgage-backed securities
that served as collateral securing certain money-market assets. The obligations to return such collateral were
recorded as noninterest-bearing trading account liabilities, and were included in accrued interest and other liabilities
in the Company’s consolidated balance sheet. The fair value of such collateral (and the related obligation to ret
collateral) was $385 million at June 30, 1999 and $600 million at December 31, 1999. There was no similar
collateral held at June 30, 2000. Given the Company’s policies, limits and positions, management believes that
potential loss exposure to the Company resulting from market risk associated with trading activities was not
material.
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Provision for Credit L osses

A provision for credit losses is recorded to adjust the Company’s allowance for credit losses to a level that is
adequate to absorb losses inherent in the loan and lease portfolio. The provision for credit losses in the seconc
quarter of 2000 was $6.0 million, down from $8.5 million in the second quarter of 1999 and $9.0 million in the
initial quarter of 2000. The decrease in the provision reflects the previously noted securitization that occurred
during the recent quarter whereby approximately $1 billion of residential mortgage loans were transferred into
mortgage-backed securities guaranteed by the Federal National Mortgage Association, consideration of relative
lower levels of non-performing loans and net charge-offs, and other factors. Net loan charge-offs totaled

$4.4 million in the second quarter of 2000, compared with $6.5 million in the year-earlier quarter and $6.6 millic
in the first quarter of 2000. Net charge-offs as an annualized percentage of average loans and leases were .10
the recent quarter, compared with .16% in the corresponding 1999 quarter and .15% in the initial quarter of 20(
Net charge-offs of consumer loans and leases in the second quarter of 2000 were $3.7 million, compared with
$5.1 million in the year-earlier quarter and $4.6 million in 2000’s initial quarter. Net consumer loan charge-offs ¢
an annualized percentage of average consumer loans and leases were .47% in the recent quarter, compared v
.69% in the second quarter of 1999 and .59% in 2000’s first quarter. For the six months ended June 30, 2000 a
1999, the provision for credit losses was $15.0 million and $17.0 million, respectively. Through June 30, net
charge-offs were $11.0 million in 2000 and $14.6 million in 1999, representing .13% and .18%, respectively, of
average loans and leases. Consumer loan net charge-offs totaled $8.3 million and $10.4 million during the six
months ended June 30, 2000 and 1999, respectively.

Nonperforming loans were $91.3 million or .54% of total loans and leases outstanding at June 30, 2000,
compared with $108.4 million or .66% at June 30, 1999, $103.2 million or .59% at December 31, 1999, and
$96.4 million or .54% at March 31, 2000. Nonperforming commercial real estate loans totaled $10.2 million at
June 30, 2000, $18.9 million at June 30, 1999, $13.4 million at December 31, 1999, and $12.3 million at March
2000. Nonperforming consumer loans and leases totaled $23.8 million at June 30, 2000, compared with $17.8
million at June 30, 1999, $27.3 million at December 31, 1999, and $24.2 million at March 31, 2000. As a
percentage of consumer loan balances outstanding, nonperforming consumer loans and leases were .74% at .
2000, .80% at June 30, 1999, and .88% at December 31, 1999 and .78% at March 31, 2000. Nonperforming
residential mortgage loans totaled $38.2 million and $55.0 million at June 30, 2000 and 1999, respectively,
$40.0 million at December 31, 1999, and $40.1 million at March 31, 2000. Commercial loans and leases classi
as nonperforming aggregated $19.1 million at June 30, 2000, $16.7 million at June 30, 1999, $22.5 million at
December 31, 1999 and $19.8 million at March 31, 2000. Assets acquired in settlement of defaulted loans wer:
million at June 30, 2000, $10.1 million at June 30, 1999, $10.0 million at December 31, 1999 and $9.2 million a
March 31, 2000.
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A comparative summary of nonperforming assets and certain credit quality ratiosis presented in the
accompanying table.

NONPERFORMING ASSETS
Dollarsin thousands

2000 Quarters 1999 Quarters

Second First Fourth Third Second
Nonaccrual loans $53,802 58,060 61,816 77,716 68,285
Loans past due 90 days or more 28,584 29,407 31,017 29,618 31,988
Renegotiated loans 8,877 8,910 10,353 8,958 8,146
Total nonperforming loans 91,263 96,377 103,186 116,292 108,419
Real estate and other assets owned 8,415 9,244 10,000 10,237 10,108
Total nonperforming assets $99,678 105,621 113,186 126,529 118,527
Government guaranteed nonperforming
loans* $19,609 17,156 16,529 16,137 14,618
Nonperforming loans to total loans and
leases, net of unearned discount 54% 54% .59% .68% .66%
Nonperforming assets to total net loans and
leases and real estate and other assets
owned .59% .60% .65% T4% 12%

* Included in total nonperforming loans.

The allowance for credit losses was $320.2 million, or 1.89% of total loans and leases at June 30, 2000,
compared with $314.4 million or 1.90% a year earlier, $316.2 million or 1.82% at December 31, 1999 and
$318.6 million or 1.80% at March 31, 2000. The ratio of the allowance for credit losses to nonperforming loans was
351% at the most recent quarter-end, compared with 290% a year earlier, 306% at December 31, 1999 and 331% at
March 31, 2000. The increase in the allowance as a percentage of total loans at June 30, 2000 compared with
March 31, 2000 and December 31, 1999 reflects management’s evaluation of the loan and lease portfolio, the
impact of economic conditions and trends on borrowers’ abilities to repay loans and leases, the securitization o
approximately $1 billion of residential mortgage loans in the second quarter of 2000, and other factors.
Management regularly assesses the adequacy of the allowance by performing an ongoing evaluation of the loe
lease portfolio, including such factors as the differing economic risks associated with each loan category, the ci
financial condition of specific borrowers, the economic environment in which borrowers operate, the level of
delinquent loans and the value of any collateral. Significant loans are individually analyzed, while other smaller
balance loans are evaluated by loan category. Given the concentration of commercial real estate loans in the
Company’s loan portfolio, particularly the large concentration of loans secured by properties in New York State
general, and in the New York City metropolitan area, in particular, coupled with the amount of commercial and
industrial loans to businesses in New York State outside of the New York City metropolitan area and significant
growth in recent years in loans to individual consumers, management cautiously evaluated the impact of intere
rates and overall economic conditions on the ability of borrowers to meet repayment obligations when assessin
adequacy of the Company’s allowance for credit losses as of June 30, 2000. Based upon the results of such re
management believes that the allowance for credit losses at June 30, 2000 was adequate to absorb credit loss
inherent in the Company’s portfolio as of that date.
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Other Income

Other income totaled $73.4 million in the second quarter of 2000, compared with $66.8 million in the year-earlier
quarter and $72.0 million in the first quarter of 2000.

Mortgage banking revenues totaled $15.0 million in the recent quarter, compared with $18.6 million in the year-
earlier quarter and $14.6 million in the first quarter of 2000. The decline in such revenues in 2000 as compared with
the second quarter of 1999 was largely due to the impact of rising interest rates on residential mortgage loan
origination volume. In particular, mortgage banking revenues in the second quarter of 1999 reflected a generally
more favorable interest rate environment for borrowers, whereas higher interest rates initiated by the Federal
Reserve during the last twelve months negatively impacted mortgage loan origination volume. During the second
quarter of 2000, residential mortgage loans originated for sale to other investors totaled $591 million, compared
with $663 million in 1999's second quarter and $409 million in the first quarter of 2000. Gains from sales of
residential mortgage loans and loan servicing rights were $5.7 million in the recent quarter, compared with
$10.7 million in the year-earlier quarter and $6.7 million in 2000’s first quarter. Residential mortgage loan servic
fees were $7.8 million in the recently completed quarter, compared with $6.6 million in the corresponding 1999
quarter and $6.4 million in the initial quarter of 2000. Residential mortgage loans serviced for others totaled
$8.7 billion at June 30, 2000, $7.1 billion at June 30, 1999 and $7.2 billion at December 31, 1999. Capitalized
mortgage servicing assets were $81 million at June 30, 2000 and $61 million at June 30 and December 31, 19!
Residential mortgage loans held for sale totaled $257 million and $292 million at June 30, 2000 and 1999,
respectively, and $239 million at December 31, 1999.

Service charges on deposit accounts were $21.0 million in the second quarter of 2000, up from $16.7 millia
the comparable quarter of the previous year and from $20.5 million in the first quarter of 2000. The higher level
income in the first and second quarters of 2000 were the result of a third quarter 1999 increase in fees, combin
with the impact of the 1999 acquisitions of FNB and the Chase branches. Trust income was $9.8 million in the
second quarter of 2000, compared with $10.3 million a year earlier and $10.0 million in 2000’s initial quarter.
Brokerage services income, which is comprised of revenues from the sale of mutual funds and annuities and
securities brokerage fees, totaled $8.1 million in the recent quarter, compared with $7.4 million in the year-earli
quarter and $9.4 million in the first quarter of 2000. Trading account and foreign exchange activity resulted in g
of $219 thousand in the second quarter of 2000, compared with losses of $3.2 million in the year-earlier quarte
The losses in the second quarter of 1999 were largely due to a $3 million loss incurred when a counterparty
defaulted on the settlement of outstanding foreign exchange contracts. In the first quarter of 2000, trading acco
and foreign exchange activity resulted in gains of $294 thousand. Other revenues from operations totaled $19.:
million in the recent quarter, compared with $17.0 million in the corresponding quarter of 1999 and $17.3 milliol
in the initial quarter of 2000. Included in other revenues from operations is tax-exempt income from bank owne
life insurance, which includes increases in the cash surrender value of life insurance policies and benefits recei
Such income totaled $6.0 million in the second quarter of 2000, compared with $7.0 million and $5.6 million in 1
second quarter of 1999 and the initial 2000 quarter, respectively. The carrying value of bank owned life insuran
included in other assets in the consolidated balance sheet and totaled $436 million and $379 million at June 3C
2000 and 1999, respectively, and $389 million at December 31, 1999. Also included in other revenues from
operations were fees earned from insurance-related services. Such fees were up $1.7 million and $1.1 million i
recent quarter compared with the second quarter of 1999 and first quarter of 2000, respectively, largely the res
the March 1, 2000 acquisition of MBD.

Other income totaled $145.4 million in the first half of 2000, up 4% from $139.5 million in the year-earlier
period.
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For the six-month period ended June 30, 2000, mortgage banking revenues totaled $29.5 million, down 26%
from $40.1 million in the corresponding 1999 period. The decline in such revenues was the result of the higher
interest rate environment previously noted. Compared with the first half of 1999, gains from sales of residential
mortgage loans and loan servicing rightsin 2000 decreased $11.3 million, or 48%. Reflecting the third quarter 1999
increase in fees noted earlier and the 1999 acquisitions of FNB and the Chase branches, service charges on deposit
accounts were $41.4 million during the first six months of 2000, an increase of 27% from $32.6 million in the
comparable year-earlier period. Trust income decreased 4% to $19.7 million in the first half of 2000 from
$20.6 million in the corresponding 1999 period. Brokerage services income increased 28% to $17.5 million in the
first six months of 2000 from $13.6 million in the similar 1999 period. Trading account and foreign exchange
activity resulted in gains of $513 thousand for the initial half of 2000, compared with losses of $2.1 million during
the first six months of 1999. The lossesin 1999 were largely the result of the previously mentioned counterparty
default on settling foreign exchange contracts. Other revenues from operations increased 6% to $36.7 million in the
first six months of 2000 from $34.5 million in the comparable 1999 period. The rise resulted in part from increases
in fees from insurance services of $2.4 million and higher letter of credit and other credit-related fees of
$1.1 million. Included in other revenues from operations for the first six months of 1999 was a nonrecurring
$2.9 million award received in recognition of the Company’s community reinvestment activities.

Other Expense

Excluding amortization of goodwill and core deposit intangible and the 1999 nonrecurring merger-related exper
other expense totaled $141.6 million in the second quarter of 2000, up from $131.8 million in the second quarte
1999 and $136.2 million in the first quarter of 2000. On the same basis, through the first half of 2000, other exp
totaled $277.8 million, an increase of 7% from $260.5 million in the comparable 1999 period. Goodwill and core
deposit intangible amortization was $14.1 million in the second quarter of 2000, up from $11.2 million in the
second quarter of 1999, but down slightly from $14.4 million in the first quarter of 2000. Amortization of goodwil
and core deposit intangible totaled $28.5 million in the first six months of 2000, up from $22.0 million in the
corresponding 1999 period. The increases from the 1999 periods resulted from amortization related to the FNB
Chase branch acquisitions. Nonrecurring merger-related expenses were $2.5 million in the second quarter and
half of 1999. There were no significant similar expenses in the comparable periods of 2000.

Salaries and employee benefits expense was $76.9 million in the recent quarter, 8% higher than the
$71.4 million in the corresponding 1999 quarter, but comparable to $76.7 million in the first quarter of 2000. Fol
the first six months of 2000, salaries and employee benefits expense increased 10% to $153.6 million from
$139.8 million in the corresponding 1999 period. The increases from 1999 were attributable to merit salary
increases, costs associated with higher staffing levels resulting from the acquisitions of FNB and the Chase
branches, and increased expenses associated with incentive-based compensation arrangements.

Excluding amortization of goodwill and core deposit intangible and the previously mentioned 1999 merger-
related expenses, nonpersonnel expense totaled $64.7 million in the second quarter of 2000, up from $60.5 mi
in the second quarter of 1999 and $59.5 million in the first quarter of 2000. On the same basis, such expenses
$124.2 million during the first six months of 2000, an increase of 3% from $120.7 million during the correspond
1999 period. Contributing to the increases in nonpersonnel expense from prior periods were a $2.6 million pre-
loss incurred in the second quarter of 2000 related to real property obtained in a prior acquisition and higher
expenses for professional services and amortization of capitalized servicing rights.
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Capital

Stockholders’ equity at June 30, 2000 was $1.9 billion or 8.52% of total assets, compared with $1.8 billion or
8.36% of total assets a year earlier and $1.8 billion or 8.02% at December 31, 1999. On a per share basis,
stockholders’ equity was $241.80 at June 30, 2000, up from $224.81 and $232.41 at June 30 and December 3
1999, respectively. Excluding goodwill and core deposit intangible, net of applicable tax effect, tangible equity
share was $162.76 at June 30, 2000, compared with $149.14 at June 30, 1999 and $151.40 at December 31, :

Stockholders’ equity at June 30, 2000 reflected a loss of $47.7 million, or $6.23 per share, for the net after-
impact of unrealized losses on investment securities classified as available for sale, compared with unrealized
of $13.6 million or $1.72 per share at June 30, 1999 and $26.0 million or $3.37 per share at December 31, 199
June 30, 2000, net unrealized losses associated with the mortgage-backed securities resulting from the securit
during the recent quarter of approximately $1 billion of residential mortgage loans were $20.5 million or $2.68 [
share. Unrealized gains and losses on investment securities classified as available for sale are generally due t
changes in interest rates and represent the difference, net of applicable income tax effect, between the estimat
value and amortized cost of such securities. The market valuation of investment securities should be considere
the context of the entire balance sheet of the Company. With the exception of investment securities classified ¢
available for sale, trading account assets and liabilities, and residential mortgage loans held for sale, the carryil
values of financial instruments in the balance sheet are generally not adjusted for appreciation or depreciation |
market value resulting from changes in interest rates.

Federal regulators generally require banking institutions to maintain “core capital” and “total capital” ratios ¢
least 4% and 8%, respectively, of risk-adjusted total assets. In addition to the risk-based measures, Federal ba
regulators have also implemented a minimum “leverage” ratio guideline of 3% of the quarterly average of total
assets. Under regulatory guidelines, unrealized gains or losses on investment securities classified as available
sale are not recognized in determining regulatory capital. Core capital included the $319 million carrying value
trust preferred securities. As of June 30, 2000, total capital also included $130 million of subordinated notes iss
by M&T Bank in prior years.

The Company internally generates significant amounts of regulatory capital. The rate of regulatory capital
generation, or cash net income (including the impact of nonrecurring merger-related expenses) less dividends
expressed as an annualized percentage of regulatory “total capital” at the beginning of the period, during the se
guarter of 2000 was 15.53%, or $73.4 million, compared with 14.90% or $66.9 million in the year-earlier quarte
and 15.31% or $70.2 million in the first 2000 quarter.

The regulatory capital ratios of the Company and its banking subsidiaries, M&T Bank and M&T Bank, N.A.,
of June 30, 2000 are presented in the accompanying table.

REGULATORY CAPITAL RATIOS
June 30, 2000

M&T M&T M&T
(Consolidated) Bank Bank, N.A.
Core capital 8.63% 8.55% 10.57%
Total capital 10.59% 10.53% 11.48%
Leverage 1.47% 7.50% 6.08%

In November 1999, M&T announced a plan to repurchase up to 190,465 common shares for reissuance up
possible future exercise of outstanding
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stock options. Through June 30, 2000, M& T had repurchased 163,286 shares of common stock pursuant to such
plan at an average cost of $427.44 per share.

Segment Information

The Commercial Banking segment’s earnings were $23.5 million in the second quarter of 2000, up from

$19.9 million in the similar 1999 quarter and $21.5 million in the first quarter of 2000. The major factors for the
increase from the year-earlier period were a $7.5 million increase in net interest income, due to a 19% increase
average loans outstanding and a 12% increase in average deposit balances, partially offset by a $1.2 million in
in operating expenses. The increase from the first quarter of 2000 was due to higher net interest income of
$2.2 million, resulting from a 3% increase in average loans outstanding, and a $1.4 million decrease in the pro\
for credit losses. For the six months ended June 30, 2000 and 1999, earnings for this segment were $45.0 mill
and $40.7 million, respectively. The higher net income in 2000 resulted largely from an increase of $12.1 milliol
net interest income, due to increases of 18% and 10% in average loans and deposits, respectively, offset, in pe
a $3.7 million increase in the provision for credit losses. Growth in most markets served by the Company, as w
the impact of loans obtained in the FNB acquisition, contributed to the higher loan balances.

In the second quarter of 2000, the Commercial Real Estate segment contributed net income of $17.9 milliol
compared with $16.5 million in the year-earlier period and $17.2 million in the initial 2000 quarter. An increase |
net interest income, the result of higher average loan balances, and higher income earned from credit-related f
were the major factors in the improvement in earnings over the second quarter of 1999. The increase from the
guarter was largely due to an increase in net recoveries, as well as higher fee income. Net income in the first si
months of 2000 and 1999 were $35.1 million and $30.9 million, respectively. Higher net interest income of
$6.0 million, the result of a 11% increase in average loan balances outstanding, was the major factor for the inc
in net income for this segment.

Net income contributed by the Discretionary Portfolio segment in the second quarter of 2000 totaled
$7.7 million, compared with $8.7 million in the second quarter of 1999 and $8.4 million in the initial quarter of
2000. The decrease in net income from the second quarter of 1999 was, in part, due to a decrease in net intere
income of $4.0 million, largely the result of a 20% decrease in average loans outstanding, and a $1.0 million
decrease in tax-exempt income earned from bank owned life insurance. Partially offsetting these factors was a
$3.3 million increase in trading account and foreign exchange gains largely resulting from a $3 million loss incu
during the second quarter of 1999 when a counterparty defaulted on the settlement of outstanding foreign exch
contracts. The decrease in earnings from the first quarter of 2000 was primarily due to lower net interest incom
resulting from a decline in average loans outstanding. For the first six months of 2000, net income for the
Discretionary Portfolio segment was $16.0 million, compared with $17.5 million in the corresponding 1999 peric
The decrease from 1999 was largely due to a $4.1 million decrease in net interest income, the result of a 10%
decrease in average loans outstanding, offset, in part, by a $1.8 million increase in trading account and foreign
exchange gains.

The Residential Mortgage Banking segment had net income of $1.2 million in the second quarter of 2000,
compared with $6.0 million in the year-earlier period and $1.9 million in the first quarter of 2000. A $7.1 million
decrease in origination revenue, resulting largely from the impact of generally higher interest rates on loan
origination volume and related revenues, and a $1.3 million decrease in net interest income, due to a 20% decl
in average loans outstanding, were the leading factors contributing to the lower net income compared with the
earlier period. An increase in operating expenses, offset, in part, by higher net interest income and
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servicing and origination revenues, contributed to the decrease in earnings from the first quarter of 2000. Net
income for this segment for the first six months of 2000 was $3.1 million, compared to $13.0 million in the similar
period of 1999. The decrease was largely due to a $18.3 million decrease in origination income, partialy offset by a
$3.4 million reduction in operating expenses associated with origination activities.

Retail Banking earned $37.8 million in 2000’s second quarter, up 42% from $26.6 million in 1999’s
comparable period and 14% higher than $33.1 million in the first quarter of 2000. Higher net interest income of
$19.2 million, the result of a higher net interest margin and a 7% increase in average deposit balances, and hig
fees earned from service charges on deposit accounts of $3.8 million, partially offset by a $6.4 million increase
operating expenses, were the leading factors contributing to the increase from the second quarter of 1999. The
FNB and Chase branch acquisitions contributed to the higher deposit balances and operating expenses. Highe
interest income of $4.7 million, the result of a higher net interest margin, was the leading factor contributing to t
increase from the first quarter of 2000. For the first six months of 2000, this segment’s net income increased 3¢
$70.9 million from $51.2 million in the first half of 1999. Higher net interest income and service charges on dept
accounts, partially offset by increases in operating expenses, were the leading factors contributing to the signifi
improvement from the first half of 1999.

Recently Issued Accounting Standards Not Yet Adopted

In June 1998, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting
Standards (“SFAS”) No. 133, “Accounting for Derivative Instruments and Hedging Activities.” SFAS No. 133
establishes accounting and reporting standards for derivative instruments, including certain derivative instrume
embedded in other contracts, and for hedging activities. It requires that an entity recognize all derivatives as eit
assets or liabilities in the balance sheet and measure those instruments at fair value. If certain conditions are I
derivative may be specifically designated as (a) a hedge of the exposure to changes in the fair value of a recog
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 operatic
unrecognized firm commitment, an available for sale security, or a foreign currency denominated forecasted
transaction.

Pursuant to SFAS No. 133, the accounting for changes in the fair value of a derivative will depend on the
intended use of the derivative and the resulting designation. An entity that elects to apply hedge accounting wil
required to establish at the inception of the hedge the method it will use for assessing the effectiveness of the
hedging derivative and the measurement approach for determining the ineffective aspect of the hedge. Those
methods must be consistent with the entity’s approach to managing risk.

SFAS No. 133 was to be effective for all fiscal quarters of fiscal years beginning after June 15, 1999. In
June 1999, the FASB amended SFAS No. 133, deferring the effective date by one year. In 1998, the FASB
organized the Derivatives Implementation Group (“DIG”) to assist with the interpretation of SFAS No. 133 and t
address implementation issues. In June 2000, the FASB again amended SFAS No. 133 to address some of the
implementation issues and to reflect certain decisions arising from the DIG process. Initial application of SFAS
No. 133, as amended, must be as of the beginning of an entity’s fiscal quarter; on that date, hedging relationsh
must be designated anew and documented pursuant to the provisions of the statement. Early application of all
provisions of SFAS No. 133 is encouraged, but is permitted only as of the beginning of any fiscal quarter that b
after issuance of the statement. SFAS No. 133 may not be applied retroactively to financial statements of prior
periods.

The Company expects to adopt SFAS No. 133, as amended, as of January 1, 2001. The Company anticipe
that adoption of SFAS No. 133 could increase
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the volatility of reported earnings and stockholders’ equity and could also result in the modification of certain de
processing systems and hedging practices. The impact of adopting SFAS No. 133 will be dependent on the na
and intended purpose of derivative instruments held as of January 1, 2001 and, accordingly, the financial state
impact of such adoption cannot be estimated at this time.

Forwar d-L ooking Statements

Management’s Discussion and Analysis of Financial Condition and Results of Operations and other sections of
guarterly report contain forward-looking statements that are based on current expectations, estimates and proje
about the Company’s business, management’s beliefs and assumptions made by management. These stateme
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 expresse
or forecasted in such forward-looking statements. The Company undertakes no obligation to update publicly ar
forward-looking statements, whether as a result of new information, future events or otherwise.

Future Factors include changes in interest rates, spreads on earning assets and interest-bearing liabilities,
interest rate sensitivity; credit losses; sources of liquidity; legislation affecting the financial services industry as
whole, and the Company individually; regulatory supervision and oversight, including required capital levels;
increasing price and product/service competition by competitors, including new entrants; rapid technological
developments and changes; the ability to continue to introduce competitive new products and services on a tim
cost-effective basis; the mix of products/services; containing costs and expenses; governmental and public pol
changes, including environmental regulations; protection and validity of intellectual property rights; reliance on
large customers; technological, implementation and cost/financial risks in large, multi-year contracts; the outcol
of pending and future litigation and governmental proceedings; continued availability of financing; financial
resources in the amounts, at the times and on the terms required to support the Company’s future businesses;
material differences in the actual financial results of merger and acquisition activities compared to the Compan
initial expectations, including the full realization of anticipated cost savings and revenue enhancements. These
representative of the Future Factors that could affect the outcome of the forward-looking statements. In additiol
such statements could be affected by general industry and market conditions and growth rates, general econor
conditions, including interest rate and currency exchange rate fluctuations, and other Future Factors.
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M&T BANK CORPORATION AND SUBSIDIARIES

QUARTERLY TRENDS

2000 Quarters 1999 Quarters
Second First Fourth Third Second First
Earnings and dividends
Amounts in thousands, except per share
Interest income (taxabl e-equivalent basis) $409,710 401,064 391,792 375,021 361,158 358,370
Interest expense 208,706 203,731 192,766 179,961 171,269 175,238
Net interest income 201,004 197,333 199,026 195,060 189,889 183,132
Less: provision for credit losses 6,000 9,000 14,000 13,500 8,500 8,500
Other income 73,382 71,998 70,354 72,499 66,806 72,716
Less: other expense 155,710 150,597 149,047 144,898 145,547 139,466
Income before income taxes 112,676 109,734 106,333 109,161 102,648 107,882
Applicable income taxes 38,888 39,293 38,132 39,633 35,772 39,151
Taxable-equivalent adjustment 2,250 2,206 2,083 1,964 1,838 1,825
Net income $ 71,538 68,235 66,118 67,564 65,038 66,906
Per common share data
Basic earnings $ 933 8.85 8.48 8.57 8.35 8.65
Diluted earnings 9.07 8.61 8.20 8.29 8.00 8.34
Cash dividends $ 125 125 1.25 125 1.00 1.00
Average common shares outstanding
Basic 7,663 7,711 7,795 7,880 7,793 7,731
Diluted 7,888 7,922 8,058 8,147 8,132 8,023
Performanceratios, annualized
Return on
Average assets 1.32% 1.22% 1.18% 1.27% 1.27% 1.34%
Average common stockholders’ equity 15.75% 15.14% 14.58% 14.97% 15.23% 16.56%
Net interest margin on average earning assets (taxable-
equivalent basis) 4.05% 3.94% 3.99% 4.03% 4.09% 3.98%
Nonperforming assets to total assets, at end of quarter 46% 46% 51% .58% .56% .62¢
Efficiency ratio (a) 56.75% 55.92% 55.33% 53.62% 55.72% 54.56%
Cash (tangible) operating results (b)
Net income (in thousands) $ 82,937 79,844 78,443 79,714 76,511 76,333
Diluted net income per common share 10.51 10.08 9.73 9.78 9.41 9.51
Annualized return on
Average tangible assets 1.57% 1.47% 1.45% 1.54% 1.53% 1.57%
Average tangible common stockholders’ equity 27.46% 26.95% 26.67% 26.43% 26.13% 27.66Y
Efficiency ratio (a) 51.61% 50.57% 49.71% 48.91% 51.36% 50.31%
Balance sheet data
In millions, except per share
Average balances
Total assets $ 21,851 22,438 22,147 21,183 20,579 20,298
Earning assets 19,976 20,147 19,806 19,184 18,636 18,664
Investment securities 2,582 1,977 1,974 2,048 2,064 2,497
Loans and leases, net of unearned discount 17,181 17,501 17,147 16,678 16,056 15,761
Deposits 15,206 15,257 15,472 14,821 14,578 14,497
Stockholders’ equity 1,826 1,813 1,800 1,791 1,713 1,638
At end of quarter
Total assets $ 21,746 22,762 22,409 21,759 21,205 20,285
Earning assets 19,893 20,389 19,964 19,467 19,050 18,382
Investment securities 2,865 2,079 1,901 1,953 2,078 2,088
Loans and leases, net of unearned discount 16,949 17,703 17,407 16,984 16,513 15,813
Deposits 15,223 15,151 15,374 15,417 14,909 14,476
Stockholders’ equity 1,852 1,832 1,797 1,817 1,773 1,667
Equity per common share 241.80 238.26 232.41 230.51 224.81 215.34
Tangible equity per common share 162.76 157.92 151.40 149.37 149.14 148.95
Market price per common share
High $ 475 458 1/8 512 575 582 1/2 518 3/4
Low 399 1/2 357 406 412 1/2 462 1/2 464
Closing 450 446 1/2 414 1/4 459 550 479

(a) Excludesimpact of nonrecurring merger-related expenses and net securities transactions.
(b) Excludes amortization and balances related to goodwill and core deposit intangible and nonrecurring merger-
related expenses which, except in the calculation of the efficiency ratio, are net of applicable income tax effects.
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M&T BANK CORPORATION AND SUBSIDIARIES

AVERAGE BALANCE SHEETSAND ANNUALIZED TAXABLE-EQUIVALENT RATES

2000 Second quarter

2000 First quarter

1999 Fourth quarter

Average Average Average Average Average Average
Average balance in millions; interest in thousands balance Interest rate balance Interest rate balance Interest rate
Assets
Earning assets
Loans and leases, net of unearned discount*
Commercid, financial, etc. $ 3,863 $ 85,127 8.86% 3,741 78,717 8.46% 3,566 72,871 8.11%
Real estate — commercial 6,710 142,606 8.50 6,592 138,395 8.40 6,298 134,006 8.51
Real estate — consumer 3,464 66,340 7.66 4,062 75,862 7.47 4,170 78,131 7.50
Consumer 3,144 69,099 8.84 3,106 66,549 8.62 3,113 65,927 8.40
Total loans and leases, net 17,181 363,172 8.50 17,501 359,523 8.26 17,147 350,935 8.12
Money-market assets
Interest-bearing deposits at banks 2 14 3.82 1 10 3.34 1 7 3.15
Federal funds sold and agreements to resell securities 170 2,833 6.71 655 9,588 5.88 672 9,555 5.63
Trading account 41 662 6.38 13 127 4.00 12 192 6.32
Total money-market assets 213 3,509 6.63 669 9,725 5.84 685 9,754 5.64
Investment securities**
U.S. Treasury and federal agencies 1,488 24,063 6.50 778 11,565 5.98 788 11,413 5.74
Obligations of states and political subdivisions 86 1,393 6.51 82 1,318 6.41 78 1,247 6.31
Other 1,008 17,573 7.01 1,117 18,933 6.82 1,108 18,443 6.61
Total investment securities 2,582 43,029 6.70 1,977 31,816 6.47 1,974 31,103 6.25
Total earning assets 19,976 409,710 8.25 20,147 401,064 8.01 19,806 391,792 7.85
Allowance for credit losses (320) (318) (316)
Cash and due from banks 474 482 538
Other assets 1,721 2,127 2,119
Total assets $21,851 22,438 22,147
Liabilities and stockholders’ equity
Interest-bearing liabilities
Interest-bearing deposits
NOW accounts $ 413 1,252 122 432 1,308 1.22 417 1,223 1.16
Savings deposits 5,299 30,770 234 5,331 31,723 2.39 5,481 33,256 241
Time deposits 7,067 100,281 571 7,155 98,248 5.52 7,206 96,860 533
Deposits at foreign office 252 3,754 5.98 226 3,046 5.41 245 3,110 5.05
Total interest-bearing deposits 13,031 136,057 4.20 13,144 134,325 411 13,349 134,449 4,00
Short-term borrowings 2,669 42,226 6.36 2,752 39,759 5.81 2,155 29,522 5.44
Long-term borrowings 1,775 30,423 6.89 1,775 29,647 6.72 1,775 28,795 6.44
Total interest-bearing liabilities 17,475 208,706 4.80 17,671 203,731 4,64 17,279 192,766 443
Noninterest-bearing deposits 2,175 2,113 2,123
Other liabilities 375 841 945
Total liabilities 20,025 20,625 20,347
Stockholders’ equity 1,826 1,813 1,800
Total liabilities and stockholders’ equity $21,851 22,438 22,147
Net interest spread 3.45 3.37 3.42
Contribution of interest-free funds 0.60 .57 57
Net interest income/margin on earning assets $201,004 4.05% 197,333 3.94% 199,026 3.99%
* Includes nonaccrual loans.
**|ncludes available for sale securities at amortized cost.
(continued)
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M&T BANK CORPORATION AND SUBSIDIARIES

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

1999 Third quarter

1999 Second quarter

Average Average Average Average
Average balance in millions; interest in thousands balance Interest rate balance Interest rate
Assets
Earning assets
Loans and leases, net of unearned discount*
Commercial, financial, etc. $ 3374 $ 68,452 8.05% 3,201 62,928 7.88%
Real estate — commercial 6,039 126,867 8.40 5,752 121,250 8.43
Real estate — consumer 4,224 78,905 7.47 4,176 77,120 7.39
Consumer 3,041 62,626 8.17 2,927 61,114 8.37
Total loans and leases, net 16,678 336,850 8.01 16,056 322,412 8.05
Money-market assets
Interest-bearing deposits at banks 2 25 3.93 5 49 4.08
Federal funds sold and agreements to resell securities 430 5,732 5.29 430 5,381 5.02
Trading account 26 374 5.77 81 1,398 6.89
Total money-market assets 458 6,131 5.31 516 6,828 5.30
Investment securities**
U.S. Treasury and federal agencies 880 12,800 5.77 902 13,063 5.81
Obligations of states and political subdivisions 76 1,176 6.20 71 1,121 6.30
Other 1,092 18,064 6.56 1,091 17,734 6.52
Total investment securities 2,048 32,040 6.21 2,064 31,918 6.20
Total earning assets 19,184 375,021 7.76 18,636 361,158 7.77
Allowance for credit losses (316) (310)
Cash and due from banks 438 439
Other assets 1,877 1,814
Total assets $21,183 20,579
Liabilities and stockholders’ equity
Interest-bearing liabilities
Interest-bearing deposits
NOW accounts $ 368 1,055 114 370 1,125 122
Savings deposits 5,244 30,708 2.32 5,038 29,114 2.32
Time deposits 7,000 90,955 5.15 7,041 89,182 5.08
Deposits at foreign office 227 2,720 4.75 243 2,757 4.56
Total interest-bearing deposits 12,839 125,438 3.88 12,692 122,178 3.86
Short-term borrowings 2,058 26,886 5.18 1,876 22,768 4.87
L ong-term borrowings 1,806 27,637 6.07 1,763 26,323 5.99
Total interest-bearing liabilities 16,703 179,961 4.27 16,331 171,269 4.21
Noninterest-bearing deposits 1,982 1,886
Other liabilities 707 649
Total liabilities 19,392 18,866
Stockholders’ equity 1,791 1,713
Total liabilities and stockholders’ equity $21,183 20,579
Net interest spread 3.49 3.56
Contribution of interest-free funds 54 .53
Net interest income/margin on earning assets $195,060 4.03% 189,889 4.09¢

* |ncludes nonaccrual loans.

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

Incorporated by reference to the discussion contained under the caption “Taxable-equivalent Net Interest
Income” in Part I, Iltem 2, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations.”

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings.

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

Item 2. Changes in Securities and Use of Proceeds.
(Not applicable.)
Item 3. Defaults Upon Senior Securities.
(Not applicable.)
Item 4. Submission of Matters to a Vote of Security Holders.

Information concerning the matters submitted to a vote of stockholders at M&T Bank Corporation’s Annual
Meeting of Stockholders held on April 18, 2000 was previously reported in response to Item 4 of Part Il of M&T
Quarterly Report on Form 10-Q for the quarter ended March 31, 2000.

Item 5. Other Information.

On July 10, 2000, the Registrant announced that it would acquire Premier National Bancorp, Inc. (“Premier
Lagrangeville, New York. Premier National Bank, Premier’s national bank subsidiary, operates 34 banking offic
in the mid-Hudson Valley region of New York State.

Robert J. Bennett, chairman of the board of M&T and a vice chairman of M&T Bank, retired as an employet
the Company on July 18, 2000. Mr. Bennett will continue to serve as a member of both Boards of Directors anc
their Executive Committees, and as a member of the Directors Advisory Council of the Syracuse Division of M¢
Bank. Mr. Bennett became associated with M&T in April 1998 following its merger with ONBANCorp, Inc. of
Syracuse, New York, where he had previously served as chairman, president and chief executive officer.

Item 6. Exhibits and Reports on Form 8-K.
(a) The following exhibits are filed as a part of this report:
Exhibit
No
27.1 Financial Data Schedule. Filed herewith.

(b) Reports on Form 8-K. The following Current Report on Form 8-K was filed with the Securities and
Exchange Commission during the quarterly period ended June 30, 2000:

On May 23, 2000, a Current Report on Form 8-K dated May 16, 2000 was filed to announce that the Regist
would acquire Keystone Financial, Inc.
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(“Keystone”), Harrisburg, Pennsylvania. That Form 8-K also reported that, in connection with the Keystone
acquisition, the Registrant intends to declare a 10-for-1 stock split on its common stock and to increase the cas
dividend payable on its common stock after completion to the equivalent of $2.50 per quarter on each pre-split
share.
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SIGNATURES

Pursuant to the requirements 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.

M&T BANK CORPORATION
Date: August 10, 2000 By: /s/ Michael P. Pinto

Michadl P. Pinto
Executive Vice President
and Chief Financia Officer
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EXHIBIT INDEX

Exhibit
No
10.16 Amendment to Employment Agreement, dated April 1, 1998, between M& T Bank Corporation
and Robert J. Bennett. Filed herewith.
271 Financial Data Schedule. Filed herewith.
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