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CONSOLIDATED FINANCIAL HIGHLIGHTS

2011 2010 PERCENT CHANGE
FOR THE YEAR ($ IN MILLIONS)
Revenues (Taxable-Equivalent Basis) $ 3,810.1 $ 3,686.8 3%
Net Income 603.6 669.5 (10)
Dividends Declared on Common Stock 273.4 273.4 -
PER COMMON SHARE
Net Income — Basic $ 2.47 $ 2.74 {10) %
— Diluted 2.47 2.74 (10)

Dividends Declared 1.12 1.12 -
Book Value — End of Period 29.53 28.19 5
Market Price — End of Period 39.66 55.41 (28)
AVERAGES ($ IN MILLIONS)
Assets $ 91,9479 $ 76,008.2 21 %
Earning Assets 82,748.8 67,865.4 22
Securities 26,406.4 19,859.2 33
Loans and Leases 28,346.7 27,514 .4 3
Deposits 72,446.4 55,583.1 30
Stockholders’ Equity 7,024.2 6,634.4 6
AT YEAR-END ($ IN MILLIONS)
Assets $100,223.7 $ 83,843.9 20 %
Earning Assets ?0,793.6 75,849.9 20
Securities 30,999.7 20,830.9 49
Loans and Leases 29,063.9 28,132.0 3
Allowance for Credit Losses Assigned to Loans and Leases (294.8) (319.6) (8)
Deposits 82,677.5 64,195.7 29
Stockholders’ Equity 7117.3 6,830.3 4
RATIOS
Return on Average Common Equity 8.59 % 10.09 %
Return on Average Assets 0.66 0.88
Dividend Payout Ratio 45.4 40.8
Tier 1 Capital to Risk-Weighted Assets 12.5 13.6
Total Capital to Risk-Weighted Assets 14.2 15.6
Tier 1 Leverage Ratio 7.3 8.8
AT YEAR-END ($ IN BILLIONS)
Assets Under Management $ 662.9 $ 643.6 3%
Assets Under Custody 4,262.8 4,081.3 4

Global Custody Assets 2,358.7 2,258.4 4




NORTHERN TRUST

A LEADING PROVIDER

Northern Trust Corporation is a leading provider of
asset servicing, fund administration, asset management,
fiduciary, and banking solutions for corporations,
institutions, families, and individuals worldwide.

A financial holding company headquartered in Chicago,
Northern Trust serves clients in more than 40 countries
from offices in 18 U.S. states, Washington, D.C., and
16 international locations in North America, Europe, the

Middle East, and the Asia-Pacific region.

As of December 31, 2011, Northern Trust had assets

under custody of $4.3 trillion, assets under management

of $662.9 billion, and banking assets of $100.2 billion.
Founded in 1889, Northern Trust has earned distinction
as an industry leader combining exceptional service and

expertise with innovative capabilities and technology.




TO OUR SHAREHOLDERS

HIGHLIGHTS

In 2011, Northern Trust posted solid operating results,
maintained and grew our strong capital position, and
importantly, made substantial progress on many long-
term strategic growth initiatives — despite a difficult
environment. Our enduring principles of service,
expertise, and integrity enabled our wealth management,
asset management, and asset servicing businesses to
attract and retain clients. Our balance sheet, long a
source of financial stability to our clients, strengthened
even further to support client needs.

Regardless, our financial results did not meet our
expectations. Net income of $603.6 million was down
10 percent from 2010, and our return on equity, an
important financial metric, was 8.6 percent, better
than most large U.S. banks but not where we expect
it to be long-term. While our stock price reflected the
challenging macroeconomic headwinds, investors
continued to value our company higher than our peers.
Further, we maintained our dividend to shareholders
for the 115th consecutive year with a payout ratio

greater than most large financial institutions.

THE ENVIRONMENT

IN WHICH WE OPERATE

The economic, political, and regulatory environment

in 2011 made it very difficult for financial institutions

to show meaningful revenue growth. Northern Trust,

while starting from a far stronger financial position than

many of our peers, was not immune to these conditions.
For the third consecutive year, the historically low

levels of short-term interest rates continued to hurt our

revenues. For example, we manage approximately $187

billion in money market funds and other short-duration
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fixed income assets for our clients. This year, we waived
$102 million in money market mutual fund management
fees because historically low yields prevented us from
charging full fees. Our net interest margin was also
pressured by low short-term interest rates. The current
interest rate environment is a significant headwind, one
that we believe will continue to challenge Northern Trust
and the industry for several more years.

Low interest rates and weak loan demand also
made it difficult to earn a sufficient spread between
assets and liabilities. Because of our strong balance
sheet, Northern Trust clients entrusted us with record
levels of deposits. Yet without adequate demand for
higher-earning loans meeting our conservative
underwriting standards, we invested those deposits in
lower-yielding assets such as Federal Reserve deposits,
investment securities, and interest-bearing bank
deposits. This resulted in far tighter spreads than we
have generated historically. Despite our bankers’ best
efforts in creating approximately $20 billion in gross
new and renewed credits and commitments for clients,

our loans increased by only $1 billion.

NORTHERN TRUST CORPORATION



LETTER TO SHAREHOLDERS

We will not see a rising rate environment until
the economy improves in a meaningful way. That
will occur only when our elected U.S. leadership
puts partisan politics aside, reduces our significant
structural fiscal deficits — which will require both
revenue enhancements and entitlement reductions —
and restores business and consumer confidence.

Under those conditions, I believe job growth and
broader economic growth can resume.

Uncertainty about the outlook for the global
economy, interest rates, and equity markets, along with
the most sweeping financial legislative and regulatory
reform efforts since the Great Depression, combine
to make it difficult to gauge their impact in the near
term. This past year saw implementation of the Dodd-
Frank Wall Street Reform and Consumer Protection
Act as well as creation of Basel I11, a global regulatory
framework for a more resilient banking system
worldwide. While these and many other regulatory
changes worldwide will affect us less than other global
institutions, we incur, and will continue to incur, higher
operating costs from these reforms as well as from the
generally harsher regulatory environment. Nonetheless,
we continue working hard to find the proper balance
between regulators’ quest for safety and soundness and
our desire to manage our business effectively while
maintaining appropriate shareholder returns.

We accelerated efforts to reduce exposures to higher-
risk European financial and sovereign entities in 2011,
moving significant bank balance sheet liquidity and
investment management funds to stronger institutions
in Europe and other parts of the world. We expect the
higher risk profile of the eurozone and its resulting
uncertainties to remain for several years as the region

seeks solutions to its complex fiscal and political issues.

OUR BUSINESSES

Against this backdrop of weak economic activity,
heightened regulatory oversight, and increased
global financial risk, Northern Trust’s personal and

institutional businesses performed quite well.
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In our Personal Financial Services business, we
made important progress on key initiatives designed
to meet our clients’ needs. The continued evolution
of our segmented client service models and broader
advice-based capabilities resulted in record new
business and high levels of client satisfaction. We
completed the integration of Waterline Partners,
resulting in new and expanded dialogues with clients
regarding the use of our investment solutions to meet
their life goals. We are pleased that the successful
execution of our strategic initiatives, combined with
our reputation for service excellence, resulted in
Northern Trust being named Best Private Bank in
the United States by the Financial Times Group for
the third year in a row.

In Corporate & Institutional Services, where we
provide sophisticated asset servicing solutions for the
world’s largest, most complex institutional investors,
we enjoyed a solid year marked by further global
expansion. We added important new clients here
in the United States as well as in Australia, China,
Sweden, and elsewhere around the world, leading
to near-record new institutional business. We also
made two strategic acquisitions: the Bank of Ireland
Securities Services and Omnium LLC, now known
respectively as Northern Trust Securities Services
(Ireland) Limited and Northern Trust Hedge Fund
Services. Both acquisitions strengthen our market
presence and add new capabilities to our successful
global funds services strategy. Our efforts were
appropriately recognized when we were named
Best Global Investor Services House by Euromoney
magazine for the second consecutive year as well
as being named Custodian of the Year by Professional
Pensions magazine.

Our asset management business, Northern Trust
Global Investments, is at the heart of our ability to
provide the right investment solutions to meet our
clients’ risk management, liquidity, income generation,
and capital appreciation objectives. As one of the

world’s largest asset managers, with $662.9 billion
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in assets under management, our client focus

and breadth of capabilities differentiate us in the
marketplace. In 2011, we launched our newest
investment capability, FlexShares®™ Managed by
Northern Trust, FlexShares are exchange traded
funds (ETFs) offering efficient exposure through
four fund vehicles. We saw meaningful growth in the
funds from their launch on September 22, with year-
end assets under management of nearly $500 million.
We plan to launch several innovative new funds
over the coming quarters. We also were pleased

to win Institutional Investor magazine’s Manager of

the Year award for U.S. equity indexers.

LOOKING FORWARD
Despite outstanding results in building our institutional
and personal client businesses this year, we expect revenue
headwinds to persist over the intermediate term. These
conditions continue to slow our revenue growth. We
cannot control the external changes the world sends our
way, but we can control how we operate and how we
respond to those changes.

Starting in 2011, we launched Driving Performance,
a global initiative to accelerate our daily productivity,
delivering greater value to our clients and shareholders,
and improving profitability and returns on capital.
Driving Performance is not a short-term program. Nor
are we changing the core strategies and principles of
Northern Trust. Rather, we are taking a fresh look at
everything we do in order to accelerate productivity in
the near term and improve profitability for the long
term. We estimate that our actions around revenue
enhancements, process optimization, technology
efficiency, and corporate-wide initiatives will improve

pre-tax income by $250 million by the end of 2013.
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WITH GRATITUDE

While 2011 was a challenging year, I view our
accomplishments with a great deal of satisfaction

and gratitude. Our 14,000 partners around the world,
who work hard each day to satisfy the ever-increasing
expectations of our clients, deserve our sincerest thanks
for their expertise, leadership, and dedication.

Our management team, one of the best in the
industry, also deserves special recognition. Jana Schreuder,
Joyce St. Clair, and Jeff Cohodes assumed new roles
respectively as heads of Personal Financial Services,
Operations & Technology, and Risk Management,
where they continue to show outstanding leadership.
Sherry Barrat was named Vice Chairman and has
helped me develop important new markets and client
relationships. In October, Bill Morrison became our
President and Chief Operating Officer. Bill brings more
than 35 years of banking experience to this role and is
an invaluable leader for our corporation. Bill’s role as
Chief Financial Officer was assumed by Mike O’Grady;,
who comes to us with more than 20 years of financial
services experience.

Our Board of Directors brings a diverse set of
perspectives and backgrounds to Northern Trust and
we are thankful for its dedicated service. We welcomed
Martin Slark, Vice Chairman and Chief Executive
Officer at Molex, to our Board in April. Martin’s global
operating experience will serve our company well. We
thank longstanding Director Bill Smithburg, who retired
from the Board, for his many years of distinguished
service, guidance, and insight to our corporation.

Finally, I want to thank our clients for their steadfast
support and loyalty. All of us at Northern Trust are
committed to serving our clients with integrity and

expertise, and we are honored to work with them.
Frederick H. Waddell

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

FEBRUARY 24, 2012
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ASSET SERVICING

Persistence, focus, innovation, and execution all characterize our institutional
asset servicing culture. In 2011, Corporate & Institutional Services (C&IS)
grew assets under custody by 4 percent to $3.9 trillion despite the challenging

economic and regulatory landscapes that tempered our earnings.

BALANCING COSTS, REVENUES

C&IS trust, investment, and other servicing fees increased 2 percent to

$1.2 billion, primarily reflecting strong new business inflows and acquisitions.
We continued investing in our growth strategies by acquiring hedge fund
administrator Omnium LLC, creating Northern Trust Hedge Fund Services,
and fund services administrator Bank of Ireland Securities Services, forming
Northern Trust Securities Services (Ireland) Limited. These two important
additions give us better coverage in hedge fund and exchange traded funds
administration — back- and middle-office capabilities that will help us serve
these rapidly growing marketplaces.

Our ability to attract large, complex business was enhanced by our broad-
based solutions in Investment Risk & Analytical Services, Investment Operations
Outsourcing, and the build-out of other industry-leading capabilities. Our clients
around the globe — whether in managing their own investments or overseeing
other providers — want increased access to comprehensive, global, and transparent
data. We provided an array of innovative offerings, such as governance solutions
ranging from peek-through reporting to predictive risk analytics.

We recorded impressive new business in the large corporate, not-for-profit,
sovereign wealth, insurance, fund services, and healthcare arenas. We also
created innovative ways to help clients handle the administrative challenge of
increased paperwork and information resulting from expansive new legislative

and regulatory requirements.
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ASSET SERVICING

Throughout 2011, we redoubled our efforts to bring the push and pull of
cost versus revenue into better balance. We reduced nearly 10 percent of our
C&IS workforce in high-cost centers and implemented meaningful expense
controls by improving our procurement activities, optimizing our global real
estate portfolio, and other actions. These efforts closely align with our corporate-

wide emphasis on increasing productivity and Driving Performance.

LOOKING AHEAD
Our focus in C&IS will remain, as always, on serving the needs of our clients.
We will continue efforts around Driving Performance while also working to
complete the integration of our acquisitions and the rollout of an array of
innovative capabilities we have in our product development pipeline. To respond
to fast-growing demand from Middle Eastern markets, we plan to expand our
presence in that region. We also plan to maintain our focus on the Asia-Pacific
region, where we see particularly attractive potential from sovereign wealth
funds, central banks, and investment managers as well as the opportunity
to build on our success in creating sophisticated solutions for Australian
superannuation funds. The global insurance segment and defined contribution
arenas, among others, present promising new opportunities as well.
Regardless of the 2012 business climate, we will continue executing our
growth strategies and providing exceptional service to clients attracted by our
strength and solid reputation. Our business is constantly changing, but the
current upheavals also create opportunities, and we are prepared to capitalize
on the disruptive environment with a long-term view of our business and the

needs of our clients.
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ASSET MANAGEMENT

Northern Trust Global Investments weathered 2011 well, enhancing our
reputation with thoughtful investors worldwide — including corporations,
institutions, high-net-worth individuals, and family offices — that rely on us
for investment advice and management solutions. With volatile market
conditions making day-to-day investment decisions and communication with
clients more critical than ever, we listened to our clients’ shifting challenges
and developed solutions to address their changing circumstances.

Strengthened by the introduction of new products as well as consistently
reliable returns generated across our investment complex, our business saw
excellent growth, creating value for clients and shareholders alike. Flows into
capital market and money market funds increased significantly, showing a
nearly 8 percent year-over-year growth in assets under management in our
commingled products. Total assets under management finished the year at
$662.9 billion. At the same time, effective asset allocation decision-making
and strong risk management for our clients helped take best advantage

of investment opportunities while buffering risk.

PRODUCT GROWTH

A 2011 highlight was the introduction of FlexShares, our exchange traded
funds. FlexShares attracted nearly $500 million in its first three months,
becoming among the most successful ETF launches ever. By surveying clients
to ascertain their needs, we designed four ETFs to achieve real-world goals
through inflation-protected bonds, natural resource equities that closely
track commodity prices, and a broad U.S. equity product with a tilt toward
small-cap and value stocks. We expect to build on FlexShares’ success and
launch additional funds in 2012.

In the institutional defined contribution space, assets grew to more than
$60.5 billion by year-end, up 32 percent versus 2010. This strong growth was
matched by innovative product development — specifically our Target Date
Funds and other reliable, cost-effective vehicles — and tailored advice to guide

plan sponsors on program design and participant communication.
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ASSET - MANAGEMENT

Responding to demand for alternative investments, we formed the
Northern Trust Alternatives Group, which manages or advises more than
$3 billion in hedge fund and private equity assets. In 2011, we successfully
launched a long/short equity fund, began marketing our fifth private equity
fund, and brought on additional talent to position the funds for further growth.

INTERNATIONAL GAINS

We are winning substantial new mandates internationally, supported

by a growing sales force including talented new additions in Stockholm,
Tokyo, Singapore, and Abu Dhabi. From our Dublin office, we launched an
expanded lineup of tax-efficient common collective funds targeted toward
the European marketplace and we unveiled a new Japanese collective
investment trust product for Japanese pension plans. Given expectations of
increased demand for our products and services from the Asia-Pacific region,
we established a trading and portfolio team in Hong Kong to support our
growing client base there.

We are especially grateful to our Tokyo staff and to our global operating
and risk teams who worked tirelessly and courageously to support our clients
after the massive earthquake and tsunami hit Japan in March. Despite significant
challenges, our team continued to deliver our products and services without
disruption of any kind.

All of this speaks to our continued commitment ~ regardless of the
environmental circumstances — to serve clients, who are our strength and
source of future growth. As always, we will act first and foremost as their
trusted advisor, developing thoughtful answers to help them reach their

investment goals.
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WEALTH MANAGEMENT

Success in executing strategic initiatives and staying true to our longstanding
focus of keeping clients at the center of everything we do led to record net
new business growth in our Personal Financial Services (PFS) business and
2011 performance that exceeded expectations.

Year-end personal client assets under custody totaled $385.2 billion, up
4 percent from $370.2 billion in 2010. During the same period, personal client
assets under management grew 13 percent to $173.7 billion. For instance, our
Wealth Management Group, which focuses on family offices and the most-
complex financial requirements of ultra-wealthy families, saw custody assets
rise to $226.5 billion, up 2 percent from a year earlier. These high-net-worth
clients — more than 390 families in 18 countries — comprise roughly 20 percent
of Forbes magazine’s list of the 400 most affluent Americans.

As a continued sign of client confidence, deposits showed strong growth,
increasing to a record $22.5 billion, up 22 percent year-over-year. However, the
uncertain economic climate and resulting downward pressure on margins
dampened the financial impact of this growth. Similarly, strong loan production
of roughly $5 billion of new and renewed loans to our PES clients yielded only
a modest 1 percent increase in net loans. Production was offset by lower use
of credit lines and increased residential loan payoffs. Most significantly, our
personal client money market mutual fund fee waivers continued to swell,

creating a fee reduction of nearly $68 million within our personal business.

CHALLENGE MEANT CHANGE
We took the challenges facing us and used them to simplify and optimize
the client experience. Regulatory shifts, for instance, made it easier for U.S.
financial institutions to merge banking entities, letting us streamline
operations. We consolidated our national bank and federal thrift charters
from 16 states into The Northern Trust Company, our flagship bank and
one of the nation’s best-capitalized financial institutions.

At the same time, regulations and legislation such as the Dodd-Frank
Wall Street Reform and Consumer Protection Act increased documentation
requirements for us and our clients. We invested more time and resources

executing risk-related activities resulting from those changes.
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WEALTH MANAGEMENT

To manage costs and more efficiently deliver capabilities and expertise, we
consolidated seven offices, rolled out new technology solutions in support of
our client service model, and enabled clients to opt out of paper statements.
With an eye on strategic growth, we opened a Washington, D.C. office, deepened
our talent pool, and sharpened our focus on further global expansion.

Even as industry peer group competition intensified, our brand of strength
and stability encouraged new client business inflows at a rapid pace. Personal
clients attracted by the strength of our capabilities in concert with our solid
credit rating and reputation resulted in significant growth in new relationships
and exceptional levels of client satisfaction. We are proud that historically

more than half our relationships have lasted a decade or longer.

FOCUSING ON THE FUTURE
Our efforts going forward are designed to broaden our already comprehensive
array of client offerings, improve profitability, and increase business capacity.
Among these efforts is full implementation of Goals Driven Investing, a
comprehensive personal financial strategy that offers a new approach to investing.

We will continue to listen to our clients and deliver services — enabled by
technology — designed to optimize their experience. For example, we are
providing a simplified and more transparent fee structure in 2012. We also
will roll out enhanced Private Passport® technology, including new mobile
capabilities and increased information access.

Above all, we will continue to focus on providing the exceptional service and
trusted advice clients have come to expect — positioning us well for accelerated,
profitable growth as we meet the challenges presented by an ever-shifting

economic and financial landscape.
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GLOBAL CITIZENSHIP

COMMUNITY & PHILANTHROPY

In 2011, Northern Trust continued our longstanding commitment to giving
back to the communities where our partners and other stakeholders live
and do business.

We supported a variety of local, national, and international programs.
These efforts included contributing more than $400,000 to the American
Red Cross and its international affiliates through our Northern Trust Disaster
Relief Program, which was activated after the Japan earthquake and tsunami.

The Northern Trust Charitable Trust expanded to include programs
focused on the environment, allowing support for green jobs training and
green construction. Northern Trust also donated nearly $14 million to local and
international charities such as Christel House in Bangalore, India; Ardoch Youth
Foundation in Melbourne, Australia; the Royal National Lifeboat Institution in
London, England; and Our Lady’s Hospice and Care Services in Dublin, Ireland.

Northern Trust partners worldwide continued giving their time and talents
generously, volunteering nearly 190,000 hours. Together, our partners and
Northern Trust gave $3.1 million to the United Way of Metropolitan Chicago
for its 2011-12 campaign, an effort led by Chairman and Chief Executive
Officer Rick Waddell. Of that total amount, Northern Trust partners
contributed $2 million.

We remain fully committed to supporting community development and
revitalization. Our U.S. banking subsidiary maintained an “Outstanding”
Community Reinvestment Act (CRA) rating from regulatory agencies. Through
various initiatives, we provided more than $166 million in affordable mortgage
loans in 2011 and more than $84.4 million in community development loans.

For the year, completed CRA investments totaled $76.6 million.

CORPORATE SOCIAL RESPONSIBILITY

At Northern Trust, we believe corporate social responsibility combined with
strategic stakeholder engagement is smart business. In 2011, we continued to
embrace that philosophy, working to measure and manage our environmental

impact while expanding efforts around social and governance issues.
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GLOBAL CITIZENSHIP

We launched a campaign to raise partner awareness of sustainability issues
and cut our carbon emission and energy-related costs. As part of this Partners
Think Green initiative, we kicked off a global drive to permanently reduce
corporate-wide paper use by at least 25 percent before Earth Day in April 2012.

Last year, Northern Trust was named to both the World and North American
Dow Jones Sustainability Indexes®™ which include only the top 10 to 20 percent
of the world’s companies, ranked solely by their corporate sustainability
performance. Our inclusion in these exclusive indexes testifies to our growing

commitment to being a good global corporate citizen.

DIVERSITY & INCLUSION

Acting on our belief in diversity and inclusion — a core value Northern Trust
shares with our clients — contributes significantly to our ongoing business
success. In 2011, we increased development and engagement opportunities,
reinforcing our commitment to a diverse and fully inclusive workforce.

We created the role of EMEA Diversity & Inclusion Director and launched
a strategy focusing on specific goals and interests of our EMEA partners.

To deepen organizational understanding, Northern Trust held our first annual
Global Diversity & Inclusion Fair, providing partners exposure to a broad
array of resources, including nine global affinity councils and five Diversity &
Inclusion Advisory Councils.

Our commitment to a sustainable culture of diversity and inclusion extends
beyond the organization. Among other opportunities, we participated in
the fourth United Nations Alliance of Civilizations Forum in Doha, Qatar.
Northern Trust again was named to the Top 50 Companies for Executive Women
by the National Association of Female Executives (U.S.) and to Latina Style

magazine’s 50 Best Companies for Latinas to Work in the United States.
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BOARD OF DIRECTORS

Frederick H. Waddell Edward J. Mooney
Chairman and Chief Executive Officer Retired Délégué Général - North America
Northern Trust Corporation and Suez Lyonnaise des Eaux
The Northern Trust Company (6) Worldwide provider of energy, water, waste,
and communications services;
Linda Walker Bynoe Retired Chairman and Chief Executive Officer
President and Chief Executive Officer Nalco Chemical Company
Telemat Ltd. Manufacturer of specialized service chemicals (1, 2, 5, 6)
Project management and consulting firm (1, 2, 6)
John W. Rowe
Nicholas D. Chabraja Chairman and Chief Executive Officer
Retired Chairman and Chief Executive Officer Exelon Corporation
General Dynamics Corporation Producer and wholesale marketer of energy (4, 5, 6)
Worldwide defense, aerospace, and other
technology products manufacturer {1, 4) Martin P. Slark
Vice Chairman and Chief Executive Officer
Susan Crown Molex Incorporated
Vice President Manufacturer of electronic, electrical, and
Henry Crown and Company fiber optic interconnection products and systems {2, 3)
Worldwide company with diversified manufacturing
operations, real estate, and securities; David H.B. Smith Jr.
Chairman Executive Vice President - Policy & Legal Affairs
SCE

and General Counsel
Mutual Fund Directors Forum
Nonprofit membership organization

Philanthropic foundation {4, 5}

Dipak C. Jain for investment company directors (1, 2}
Dean
INSEAD Enrique J. Sosa
Educational institution {3, 4, 6) Retired President
BP Amoco Chemicals
Robert W. Lane Worldwide chemical division of BP p.l.c. (2, 4)
Retired Chairman and Chief Executive Officer
Deere & Company ‘ Charles A. Tribbett 111

Worldwide provider of agricultural, construction,

Managing Director
and forestry equipment and financial services (1, 3)

Russell Reynolds Associates

Worldwide executive recruiting firm (3, 5)
Robert C. McCormack

Advisory Director ADVISORY DIRECTOR
Trident Capital Sir John R.H. Bond
Venture capital firm (1, 4) Chairman
Xstrata ple
Global diversified mining group (2, 3)*

* In an advisory capacity

BOARD COMMITTEES

1. Audit Committee 2. Business Risk 3. Business Strategy 4. Compensation and 5. Corporate 6. Executive Committee
Committee Committee Benefits Committee Governance
Committee
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CONSOLIDATED HIGHLIGHTS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

SUMMARY OF SELECTED CONSOLIDATED FINANCIAL DATA

{$ In Millions Except Per Share Information} 201 2010 2009 2008 2007
FOR THE YEAR ENDED DECEMBER 31
Noninterest income
Trust, Investment and Other Servicing Fees $2,169.5 $2,081.9 $2,083.8 $2,134.9 $2,077.6
Foreign Exchange Trading Income 324.5 382.2 4457 616.2 351.3
Treasury Management Fees 72.1 78.1 81.8 72.8 65.3
Security Commissions and Trading Income 60.5 60.9 62.4 77.0 67.6
Gain on Visa Share Redemption - - - 167.9 -
Other Operating Income 158.1 146.3 136.8 186.9 95.3
Investment Security Gains (Losses), net (23.9) (20.4) (23.4) (56.3) 6.5
Total Noninterest Income 2,760.8 2,729.0 2,787.1 3,199.4 2,663.6
Net Interest Income 1,009.1 918.7 999.8 1,079.1 845.4
Provision for Credit Losses 55.0 160.0 215.0 115.0 18.0
Income before Noninterest Expense 3,714.9 3,487.7 3,571.9 4,163.5 3,491.0
Noninterest Expense
Compensation 1,267.2 1,108.0 1,099.7 1,133.1 1,038.2
Employee Benefits 258.2 237.6 242.1 223.4 234.9
Outside Services 552.8 460.4 424.5 413.8 386.2
Equipment and Software 328.1 287.1 261.1 241.2 219.3
Occupancy 180.9 167.8 170.8 166.1 156.5
Visa Indemnification (Benefits) Charges (23.1) {33.0) (17.8) 76.1) 150.0
Other Operating Expense 267.1 270.0 136.3 786.3 245.1
Total Noninterest Expense 2,831.2 2,497.9 2,316.7 2,887.8 2,430.2
Income before Income Taxes 883.7 989.8 1,255.2 1,275.7 1,060.8
Provision for Income Taxes 280.1 320.3 391.0 480.9 333.9
Net Income $ 603.6 $ 669.5 $ 864.2 $ 7948 $ 7269
Net Income Applicable to Common Stock $ 603.6 $ 669.5 $ 753.1 $ 7828 $ 7269
Average Total Assets $ 91,948 $ 76,008 $74,314 $ 73,029 $ 60,588
PER COMMON SHARE
Net Income — Basic $ 247 $ 274 $ 3.8 $ 3.5 $ 3.28
— Diluted 2.47 274 3.16 3.47 3.23
Cash Dividends Declared 1.12 1.12 1.12 1.12 1.03
Book Value — End of Period (EOP) 29.53 28.19 26.12 21.89 20.44
Market Price — EOP 39.66 55.41 52.40 52.14 76.58
AT YEAR END
Senior Notes $ 2,127 $ 1,896 $ 1,552 $ 1,053 $ 654
LongTerm Debt 2,133 2,729 2,838 3,293 2,682
Floating Rate Capital Debt 277 277 277 277 277
RATIOS
Return on Average Common Equity 8.59% 10.09% 12.73% 15.98% 17.46%
Return on Average Assets 66 .88 1.16 1.09 1.20
Dividend Payout Ratio 45.4 40.8 35.2 32.0 31.4
Tier 1 Capital to Risk-Weighted Assets —~ EOP 12.5 13.6 134 13.1 9.7
Total Capital to Risk-Weighted Assets -~ EOP 14.2 15.6 15.8 15.4 11.9
Tier 1 Leverage Ratio 73 8.8 8.8 8.5 6.8
Average Stockholders’ Equity fo Average Assets 7.6 87 8.9 7.0 6.9
OPERATING RESULTS - A NON-GAAP FINANCIAL MEASURE WHICH EXCLUDES VISA RELATED ADJUSTMENTS
{$ in Millions Except Per Share Information) 201% 2010 2009 2008 2007
Operating Earnings $589.2 $648.6 $853.0 $641.3 $821.1
Operating Earnings per Common Share - Basic $ 2.1 $ 2.66 $ 3.13 $ 2.82 $ 3.71
- Diluted 2.41 2.65 3.11 2.79 3.65
Operating Return on Average Common Equity 8.50% 9.89% 12.68% 12.89% 19.72%

Operating results for the years presented above exclude adjustments relating to Visa Inc. (Visa). Excluded for 2011, 2010, 2009 and 2008
are Visa indemnification related benefits totaling $23.1 million, $33.0 million, $17.8 million and $244.0 million, respectively. The 2008
benefits included a gain on the mandatory partial redemption of Northern Trust’s Visa shares totaling $167.9 million and a $76.1
million offset of Visa indemnification related charges recorded in 2007. Excluded for 2007 are Visa indemnification related charges
totaling $150.0 million. Visa related adjustments are discussed in further detail in Note 25 to the consolidated financial statements.
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OVERVIEW OF CORPORATION

Focused Business Strategy

Northern Trust Corporation (the Corporation) and its
subsidiaries is a leading provider of asset servicing, fund
administration, asset management, fiduciary and banking
for families, and

solutions institutions,

individuals worldwide. Northern Trust focuses on servicing

corporations,

and managing client assets in two target market segments:
individuals, families, and privately held businesses through its
Personal Financial Services (PFS) business unit; and corporate
and public retirement funds, foundations, endowments, fund
managers, insurance companies, sovereign wealth and
government funds through its Corporate & Institutional
Services (C&IS) business unit. An important element of this
strategy is to provide an array of asset management and
related services to PFS and C&IS clients, which are provided
primarily by a third business unit, Northern Trust Global
Investments (NTGI). In executing this strategy, Northern
Trust emphasizes quality through a high level of service
complemented by the effective use of technology, delivered by
a fourth business unit, Operations & Technology (O&T).

Business Structure

A financial holding company, Northern Trust conducts
business through various U.S. and non-U.S. subsidiaries,
including The Northern Trust Company (Bank). The
Corporation has a network of offices in 18 U.S. states;
Washington, D.C,; and 16 international locations in North
America, Europe, the Middle East and the Asia Pacific region.

Except where the context otherwise requires, the term
“Northern Trust” refers to Northern Trust Corporation and
its subsidiaries on a consolidated basis.

FINANCIAL OVERVIEW

Net income in 2011 totaled $603.6 million and earnings per
common share totaled $2.47. This compares with net income
of $669.5 million and earnings per common share of $2.74 in
2010. 2011 results reflect restructuring, acquisition and
integration related charges of $91.6 million ($59.8 million
after tax, or $.25 per common share). Restructuring charges
include severance expense, consulting expense, charges related
to software write-offs, and reductions in office space. These
charges are outlined below:
* Severance related charges of $54.5 million recorded in
connection with acquisition related integration activities
and initiatives to reduce staff levels ($50.2 million
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recorded within Compensation and $4.3 million within
Employee Benefits);

* Consulting expense and technical services of $16.8 million
recorded within Outside Services;

* Charges totaling $10.9 million related to software write-
offs recorded within Equipment and Software;

* Charges totaling $6.4 million related to reductions in
office space recorded within Occupancy; and

¢ Other miscellaneous
integration related charges totaling $3.0 million recorded
within Other Operating Expense.

restructuring, acquisition and

Net income in both 2011 and 2010 benefited from
reductions of a liability related to potential losses from
indemnified litigation involving Visa, as further described in
Note 25 to the consolidated financial statements. Visa
indemnification benefits totaled $23.1 million and $33.0
million in 2011 and 2010, respectively.

Revenues equaled $3.81 billion on a fully taxable
equivalent (FTE) basis in 2011, an increase of 3% from 2010.
Trust, investment and other servicing fees, which represents
the largest component of consolidated revenues, increased by
4% to $2.17 billion, from $2.08 billion in 2010. The benefits of
strong new business, higher and
acquisitions were partially offset by a decrease in securities
lending revenue due to lower recoveries of previously
recorded unrealized asset valuation losses in a mark-to-market
investment fund, and by money market mutual fund fee
waivers, which increased to $102.1 million from $62.5 million
in 2010, due to the prolonged low interest rate environment.
Net interest income of $1.05 billion (FTE) grew by $91.5
million, or 10%, primarily due to higher average earning
assets, funded primarily by increased demand deposits and
non-U.S. office interest-bearing deposits. Northern Trust’s
benefit from higher deposits was limited as yields on high
quality investments declined due to the persistent low interest
rate environment, resulting in a decline in the net interest
margin from 1.41% in 2010 to 1.27% in 2011. Foreign
exchange trading income totaled $324.5 million, a decrease of
$57.7 million, or 15%, from 2010 as a result of reduced
volatility and client volumes.

Total noninterest expense on an operating basis, which
excludes Visa indemnification benefits, equaled $2.85 billion,
up 13% from 2010, primarily reflecting the $91.6 million of
charges associated with the restructuring, acquisition and
integration initiatives and $78.9 million of total operating
costs from the 2011 acquisitions. Excluding the impact of costs
attributable to the 2011 acquisitions and the restructuring,

market valuations,
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acquisition and integration charges, operating noninterest
expense from 2010. A reconciliation of
operating earnings, a non-GAAP financial measure which
excludes Visa related adjustments, to reported earnings
prepared in accordance with U.S. generally accepted
accounting principles (GAAP) is provided on page 61.

Credit loss provisions of $55.0 million declined $105
million, or 66%, from $160.0 million in 2010. The decreased
provision reflects improvement in the credit quality of

increased 6%

commercial and institutional loans, while weakness persisted
in residential real estate loans. Nonperforming assets
decreased $63.6 million, or 17%, and net charge-offs
decreased $59.8 million, or 42%, from 2010. The allowance
for credit losses assigned to loans and leases at December 31,
2011 of $294.8 million was lower by $24.8 million, or 8%,
than at December 31, 2010, and represented 1.01% and 1.14%
of total loans and leases in 2011 and 2010, respectively. Loans
and leases equaled $29.1 billion at year end, an increase of 3%
from $28.1 billion at the end of 2010.

Client assets under custody and management both grew
during 2011. Client assets under custody grew 4% from $4.1
trillion in 2010 to $4.3 trillion, and included $2.4 trillion of
global custody assets, also up 4% from 2010. Client assets
under management increased 3% to $662.9 billion from
$643.6 billion in 2010. These increases reflect new business
won from both existing and new clients. Increased assets
under custody also reflect strategic growth through select
acquisitions. In June of 2011, Northern Trust acquired the
fund administration, investment operations outsourcing and
custody business of the Bank of Ireland, now known as
Northern Trust Securities Services (Ireland) Limited, and in
July of 2011, Northern Trust acquired Omnium LLC, a
leading hedge fund administrator, now known as Northern
Trust Hedge Fund Services LLC. Northern Trust Securities
Sérvices (Ireland) Limited provides specialized, client-driven
services to a broad range of funds, including money-market,
multi-manager, exchange-traded funds, and property funds,
serving both the on-shore and off-shore markets. Northern
Trust Hedge Fund Services LLC provides world-class, scalable
technology and dedicated expertise to serve hedge funds and
large institutional investors with complex portfolios, through
the provision of comprehensive administrative and middle-
office services including trade processing, valuation, real-time
reporting, cash management, accounting, collateral
management, and servicing. These targeted
acquisitions provide Northern Trust with new capabilities that
position us to better serve our clients and enter new markets
to fuel future growth.

investor

2011 ANNUAL REPORT TO SHAREHOLDERS

20

Northern Trust continues to maintain its strong capital
position, exceeding “well capitalized” levels under federal
bank regulatory capital requirements, with tier 1 capital and
tier 1 common ratios of 12.5% and 12.1% respectively. At year
end, total stockholders’ equity equaled $7.1 billion, up 4%,
from $6.8 billion a year earlier. The return on common equity
achieved in 2011 was 8.59%. Northern Trust declared
dividends of $273.4 million in 2011, representing a dividend
payout ratio of 45%, and repurchased approximately
1.6 million shares in 2011 at a cost of $79.4 million. Dividends
and share repurchases combined, Northern Trust’s total 2011
payout ratio was 58%.

CONSOLIDATED RESULTS OF OPERATIONS

REVENUE

Northern Trust generates the majority of its revenue from
noninterest income that primarily consists of trust, investment
and other servicing fees. Net interest income comprises the
remainder of revenues and consists of interest income
generated by earning assets, net of interest expense on deposits
and borrowed funds.

Revenue for 2011 was $3.77 billion and included $76.6
million attributable to 2011 acquisitions. Revenue increased
3% from $3.65 billion in 2010, which was down 4% from 2009
revenue of $3.79 billion. Noninterest income represented 73%
of total revenue in 2011 and totaled $2.76 billion, up 1% from
$2.73 billion in 2010. Noninterest income represented 75% of
total revenue in 2010 and was lower by 2% from $2.79 billion
in 2009. Net interest income on an FTE basis for 2011 was
$1.05 billion, up 10% from $957.8 million in 2010, which was
down 8% from $1.04 billion in 2009. Net interest income
stated on an FTE basis is a non-GAAP financial measure that
facilitates the analysis of asset yields. When adjusted to an FTE
basis, yields on taxable, nontaxable, and partially taxable assets
are comparable; however, the adjustment to an FTE basis has
no impact on net income. A reconciliation of net interest
income on a GAAP basis to net interest income on an FTE
basis is provided on page 61.

The current year increase in revenue primarily reflects
increased trust, investment and other servicing fees and net
interest income, partially offset by a decline in foreign
exchange trading revenue. Trust, investment and other
servicing fees — the largest component of noninterest income —
totaled $2.17 billion in 2011 compared with $2.08 billion in
2010. Strong new business, revenue from 2011 acquisitions,
and improved markets were partially offset by lower securities
lending revenue and by higher waived fees in money market
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mutual funds attributable to the prolonged low interest rate
environment. Securities lending revenue in 2011 totaled $87.9
million compared with $195.2 million in 2010. The current
year decrease reflects recoveries in 2010 of approximately $114
million of previously recorded unrealized asset valuation
losses in a mark-to-market investment fund used in our
securities lending activities. As of September 30, 2010,
securities in the mark-to-market fund had been sold with the
proceeds reinvested into a short duration fund, eliminating
the mark-to-market impact on securities lending revenue in
periods subsequent to the date of sale. Excluding the impact of
the asset valuation recoveries, securities lending fees increased
approximately $6.7 million, primarily reflecting widened
spreads on the investment of collateral, partially offset by
decreased average volumes.

2011 TOTAL REVENUE OF $3.77 BILLION

73%
[3 27%

Noninterest Income
Net Interest Income

Noninterest Income

The increase in net interest income is attributable to
higher levels of average earning assets, partially offset by a
decline in the net interest margin. Average earning assets
increased $14.9 billion, or 22%, in 2011, while the net interest
margin declined to 1.27% from 1.41% in 2010. During 2011,
increased demand and other non-interest bearing deposits and
non-U.S. office interest-bearing deposits were primarily
invested in U.S. government sponsored agency securities,
interest-bearing deposits with banks, U.S. government
securities and other securities.

Foreign exchange trading income in 2011 totaled $324.5
million, down 15% compared with $382.2 million in 2010,
reflecting reduced volatility and client volumes from 2010
levels. Additional information regarding Northern Trust’s
revenue by type is provided below.

2011 NONINTEREST INCOME

79%  Trust, Investment and

Other Servicing Fees

12%  Foreign Exchange
Trading Income
B 9% Al Other

The components of noninterest income, and a discussion of significant changes during 2011 and 2010, are provided below.

NONINTEREST INCOME CHANGE

{In Millions}) 2011 2010 2009 2011 /2010 2010/ 2009
Trust, Investment and Other Servicing Fees $2,169.5 $2,081.9 $2,083.8 4% N/M
Foreign Exchange Trading Income 324.5 382.2 4457 (15) {14)%
Treasury Management Fees 721 78.1 81.8 {8) (5)
Security Commissions and Trading Income 60.5 60.9 62.4 {1 2)
Other Operating Income 158.1 146.3 136.8 8 7
Investment Security Gains {Losses}, net (23.9) {20.4) (23.4) 17 (13)
Total Noninterest Income $2,760.8 $2,729.0 $2,787.1 1% (2)%
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Trust, Investment and Other Servicing Fees

Trust, investment and other servicing fees accounted for 58%
of total revenue in 2011. These fees were $2.17 billion in 2011
compared with $2.08 billion in 2010. For a more detailed
discussion of 2011 trust, investment and other servicing fees,
refer to the “Business Unit Reporting” section.

Trust, investment and other servicing fees are based
generally on the market value of assets held in custody,
managed and serviced; the volume of transactions; securities
lending volume and spreads; and fees for other services
rendered. Certain market value calculations on which fees are
based are performed on a monthly or quarterly basis in

arrears. Certain investment management fee arrangements
also may provide for performance fees, based on client
portfolio returns that exceed predetermined levels. Based on
an analysis of historical trends and current asset and product
mix, management estimates that a 10% rise or fall in overall
equity markets would cause a corresponding increase or
decrease in Northern Trust’s trust, investment and other
servicing fees of approximately 3% and in total revenues of
approximately 2%.

The following table presents selected average month-end,
average quarter-end, and year-end equity market indices and
the percentage changes year over year.

MARKET INDICES AVERAGE OF MONTHEND AVERAGE OF QUARTEREND YEAREND

2011 2010 CHANGE 2011 2010 CHANGE 2011 2010 CHANGE
S&P 500 ® 1,281 1,131 13% 1,259 1,150 9% 1,258 1,258 =%
MSCI EAFE @ (in U.S. dollars) 1,609 1,511 7 1,549 1,538 1 1,413 1,658 (15)

Custody related deposits maintained with bank subsidiaries and foreign branches are primarily interest-bearing and averaged
$37.8 billion in 2011, $30.0 billion in 2010, and $30.4 billion in 2009. Assets under custody and assets under management form the
primary basis of our trust, investment and other servicing fees. At December 31, 2011, assets under custody were $4.3 trillion, up 4%
from $4.1 trillion a year ago. Assets under custody included $2.4 trillion of global custody assets. Managed assets totaled $662.9

billion, up 3% from $643.6 billion at the end of 2010.

FIVE-YEAR
COMPOUND
GROWTH
ASSETS UNDER CUSTODY DECEMBER 31 CHANGE RATE
{$ In Billions) 2011 2010 2009 2008 2007 2011/ 2010 2010/ 2009
Corporate & Insfitutional $3,877.6 $3,711.1 $3,325.9 $2,719.2 $3,802.9 4% 12% 4%
Personal 385.2 370.2 331.1 288.3 332.3 4 12 6
Total Assets Under Custody $4,262.8 $4,081.3 $3,657.0 $3,007.5 $4,135.2 4% 12% 4%
C&IS ASSETS UNDER CUSTODY PFS ASSETS UNDER CUSTODY
{$ in Billions} {$ in Billions)
3.802.9 37111 3,877.6 702 385.2
33259

2008 2009 2010
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FIVEYEAR
COMPOUND
GROWTH
ASSETS UNDER MANAGEMENT DECEMBER 31 CHANGE RATE
{$ In Billions) 2011 2010 2009 2008 2007 2011/ 2010 2010 / 2009
Corporate & Institutional $489.2 $489.2 $482.0 $426.4 $608.9 =% 1% {3)%
Personal 173.7 154.4 145.2 132.4 148.3 13 6 5
Total Managed Assets $662.9 $643.6 $627.2 $558.8 $757.2 3% 3% %
C&IS ASSETS UNDER MANAGEMENT PFS ASSETS UNDER MANAGEMENT
($ in Billions) ($ in Billions)
608.9 173.7
s 154.4
4264
2007 2008 2009 2010 201 2007 2008 2009 2010 26“
Custodied and managed assets were invested as follows:
ASSETS UNDER CUSTODY DECEMBER 31
2011 2010
($ In Billions) cals PFS CONSOLIDATED cais PFS CONSOLIDATED
Equities 43% 43% 43% 48% 46% 48%
Fixed Income Securities 37 28 37 35 26 34
Cash and Other Assets 20 29 20 17 28 18
ASSETS UNDER MANAGEMENT DECEMBER 31
2011 2010
{$ In Billions) cals PFS CONSOLIDATED cals PFS CONSOLIDATED
Equities 47% 34% 44% 48% 36% 45%
Fixed Income Securifies 14 32 19 15 33 19
Cash and Other Assels 39 34 37 37 31 36

Foreign Exchange Trading Income

Northern Trust provides foreign exchange services in the
normal course of business as an integral part of its global
custody services. Active management of currency positions,
within conservative limits, also contributes to trading income.
Foreign exchange trading income decreased 15%, or $57.7
million, and totaled $324.5 million in 2011 compared with
$382.2 million last year. The decrease from the prior year
primarily reflects reduced volatility and client volumes.
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Treasury Management Fees

The fee portion of treasury management revenues decreased
to $72.1 million from $78.1 million in 2010. Treasury
management revenues in 2011 were impacted by lower
transaction volumes.

Security Commissions and Trading Income

Security commissions and trading income is generated
primarily from securities brokerage services provided by
Northern Trust Securities, Inc. The current year decline to
$60.5 million from $60.9 million in 2010 principally reflects
lower revenues from interest rate protection products, while
core brokerage revenues remained stable.
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Other Operating Income

The components of other operating income include:

CHANGE
{in Millions) 2011 2010 2009 2011 /2010 2010/ 2009
Loan Service Fees $ 68.9 $ 60.3 $ 521 14% 16%
Banking Service Fees 54.9 57.3 53.1 (4) 8
Other Income 34.3 28.7 31.6 19 9)
Total Other Operafing Income $158.1 $146.3 $136.8 8% 7%

The increase in loan service fees is primarily attributable
to growth in loan-related commitment fees. The decrease in
banking service fees primarily reflects lower letter of credit
revenue. The other income increase is attributable to increases
in various miscellaneous income categories.

Investiment Security Gains (Losses), Net

Net investment security losses were $23.9 million in 2011
compared to $20.4 million in 2010. The current and prior year
included $23.3 million and $21.2 million, respectively, of pre-tax
charges for the credit-related other-than-temporary impairment
of residential mortgage backed securities held within Northern
Trust’s balance sheet investment securities portfolio.

NONINTEREST INCOME - 2010 COMPARED WITH 2009

Trust, investment and other servicing fees for 2010 accounted
for 76% of total noninterest income and 57% of total revenue.
These fees were $2.08 billion in both 2010 and 2009. Higher
market valuations and new business in 2010 were offset by a
decrease in securities lending revenues. Foreign exchange
trading income decreased 14% in 2010 to $382.2 million from
$445.7 million in 2009. The decrease reflected reduced
currency volatility, partially offset by increased client volumes.
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Revenues from security commissions and trading income
totaled $60.9 million in 2010, compared with $62.4 million in
2009. The decrease primarily reflected decreased revenue from
core brokerage services.

Treasury management fees were $78.1 million in 2010,
down 5% from the $81.8 million reported in 2009. The 2009
fees reflect the pass through of a higher level of Federal
Deposit Insurance Corporation (FDIC) premium charges.
Treasury management revenues in 2010 were impacted by
lower transaction volumes.

Other operating income totaled $146.3 million in 2010, an
increase of 7% from $136.8 million in 2009. The increase
primarily reflected increased revenues from loan service fees
and banking service fees and reduced losses from credit
default swaps, partially offset by increased currency translation
losses and decreases in other income.

Net investment security losses of $20.4 million in 2010
and $23.4 million in 2009 included $21.2 million and $26.7
million, respectively, of pre-tax charges for the credit-related
other-than-temporary impairment of residential mortgage
backed securities.
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Net Interest Income

An analysis of net interest income on an FTE basis, major balance sheet components impacting net interest income, and related

ratios are provided below.

ANALYSIS OF NET INTEREST INCOME (FTE} CHANGE
($ In Millions) 2011 2010 2009 2011 /2010 2010 / 2009
Interest Income — GAAP $ 1,408.6 $ 1,2967 $ 1,406.0 9% (8)%
FTE Adjustment 40.2 39.1 40.2 3 (3)
Interest Income — FTE 1,448.8 1,335.8 1,446.2 9 (8)
Interest Expense 399.5 378.0 406.2 6 (7)
Net Interest Income — FTE Adjusted 1,049.3 957.8 1,040.0 10% (8)%
Net Interest Income — GAAP $ 1,009.1 $ 9187 $ 9998 10% (8)%
AVERAGE BALANCE
Earning Assets $82,748.8 $67,865.4 $66,670.8 22% 2%
InterestRelated Funds 67,049.8 57,179.4 53,671.6 17 8
Net NoninterestRelated Funds 15,699.0 10,686.0 12,999.2 47 (24)
CHANGE IN PERCENTAGE
AVERAGE RATE
Earning Assets 1.75% 1.97% 2.17% {.22) {.20)
Interest-Related Funds .60 .66 76 (.06) {(.10)
Interest Rate Spread 1.15 1.31 1.41 (.16) (.10}
Total Source of Funds 48 .56 61 (.08) (.05)
Net Interest Margin 1.27% 1.41% 1.56% (.14) (.15)

Refer to pages 128 and 129 for additional analysis of net interest income.

Net interest income is defined as the total of interest
income and amortized fees on earning assets, less interest
expense on deposits and borrowed funds, adjusted for the
impact of interest-related hedging activity. Earning assets —
federal funds sold; securities purchased under agreements to
resell; interest-bearing deposits with banks; Federal Reserve
deposits; other interest-bearing deposits; securities; and loans
and leases — are financed by a large base of interest-bearing
funds that include deposits; short-term borrowings; senior
notes and long-term debt. Earning assets also are funded by
net noninterest-related funds, which include demand deposits;
the allowance for credit losses; and stockholders’ equity,
reduced by nonearning assets such as cash and due from
banks; items in process of collection; and buildings and
equipment. The dominant factors that affect net interest
income are variations in the level and mix of earning assets;
interest-bearing funds; net noninterest-related funds; and
their relative sensitivity to interest rate movements. In
addition, the levels of nonperforming assets and client
compensating deposit balances used to pay for services impact
net interest income.

Net interest income in 2011 was $1.01 billion, up 10%
from $918.7 million in 2010. Net interest income on an FTE
basis for 2011 was $1.05 billion, an increase of 10% from
$957.8 million in 2010. The increase primarily reflects higher
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levels of average earning assets, partially offset by a decline in
the net interest margin. Average earning assets increased $14.9
billion, or 22%, to $82.7 billion from $67.9 billion in 2010,
while the net interest margin was 1.27%, down from 1.41% in
2010. Growth in earning assets primarily reflects a $6.5 billion
increase in securities, a $5.0 billion increase in Federal Reserve
and other interest-bearing deposits, and a $2.5 billion increase
in interest-bearing deposits with banks.

Loans and leases averaged $28.3 billion, 3% higher than
the $27.5 billion in 2010. The increase is primarily due to a
higher average balance of short duration advances related to
the processing of custodied client investments.

Securities averaged $26.4 billion, up $6.5 billion, or 33%
from 2010, with the growth primarily in U.S. government
sponsored agency, other securities, and U.S. government
securities.

The increase in average earning assets of $14.9 billion was
funded by higher levels of both non-interest and interest-
related funds. The growth in interest-related funds was
primarily attributable to higher average client balances in
non-U.S. office interest-bearing deposits and increased savings
and money market deposits, partially offset by lower average
short-term borrowings. Average noninterest-related funding
sources in 2011 increased $5.7 billion from 2010, primarily
due to an increase in average demand and other noninterest-
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bearing deposits. In August 2011, Northern Trust issued $500
million of 3.375% fixed-rate senior notes of the Corporation
due on August 23, 2021. The senior notes are non-callable and
unsecured, and were issued at a .437% discount.

Stockholders’ equity averaged $7.0 billion in 2011
compared with $6.6 billion in 2010. The increase of $389.8
million, or 6%, principally reflects the retention of earnings,
partially offset by the payment of dividends and the
repurchase of common stock pursuant to Northern Trust’s
share buyback program. During 2011, Northern Trust
repurchased 1,599,572 shares at a cost of $79.4 million ($43.63
average price per share). An additional 5.6 million shares are
authorized for repurchase after December 31, 2011 under the
current share buyback program.

For additional analysis of average balances and interest
rate changes affecting net interest income, refer to the Average
Statement of Condition with Analysis of Net Interest Income
on pages 128 and 129.

NET INTEREST INCOME - 2010 COMPARED WITH 2009

Net interest income decreased in 2010 as compared to 2009
primarily as a result of a significant reduction in the net
interest margin, partially offset by an increase in average
earning assets. The net interest margin decreased to 1.41%
from 1.56% in 2009, reflecting the prolonged low interest rate
environment which resulted in reduced yields on the securities
portfolio as maturing investments were replaced by lower
yielding assets. In addition, due to continuing weakness in
loan demand, balance sheet growth in 2010 was concentrated
in lower yielding assets, while a larger percentage of funding
was generated from interest-bearing sources.
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Earning assets averaged $67.9 billion in 2010, up 2% from
$66.7 billion in 2009. The growth reflected a $2.5 billion
increase in average securities balances, partially offset by a $1.2
billion decrease in average loans and leases and a $.1 billion
decrease in money market assets. The increase in average
earning assets of $1.2 billion was funded primarily by higher
levels of interest-related funds. The growth in interest-related
funds was attributable to higher average client balances in
non-U.S. office interest-bearing deposits, partially offset by
lower average short-term borrowings. Average noninterest-
related funding sources in 2010 declined $2.3 billion from
2009, primarily due to a decrease in average demand and
other noninterest-bearing deposits. In November 2010, $500
million of 3.450% fixed-rate senior notes of the Corporation
were issued that are due on November 4, 2020.

Stockholders’ equity averaged $6.6 billion in 2010 and
2009. In April 2009, 17,250,000 coramon shares were issued in
connection with a public offering for which $834.1 million of
cash proceeds were received.

Provision for Credit Losses

The provision for credit losses was $55.0 million in 2011
compared with $160.0 million in 2010 and a $215.0 million
provision in 2009. The current year provision reflects
improvement from the prior year in commercial and
institutional and commercial real estate loans, but continued
weakness in residential real estate loans. For a fuller discussion
of the allowance and provision for credit losses for 2011, 2010,
and 2009, refer to pages 56 and 57.
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Noninterest Expense

Noninterest expense for 2011 totaled $2.83 billion, up $333.3 million, or 13%, from $2.50 billion in 2010. Noninterest expense in
2011 reflects the $91.6 million of charges ($59.8 million after tax) associated with restructuring, acquisition and integration related
activities and $78.9 million of operating costs attributable to the 2011 acquisitions. Noninterest expense also includes Visa
indemnification related benefits of $23.1 million in 2011 and $33.0 million in 2010. Excluding the 2011 restructuring, acquisition
and integration related charges, operating costs attributable to the 2011 acquisitions, and the 2010 and 2011 Visa indemnification
benefits, noninterest expense increased $152.9 million, or 6%. The components of noninterest expense and a discussion of

significant changes during 2011 and 2010 are provided below.

NONINTEREST EXPENSE CHANGE

{in Millions) 2011 2010 2009 2011/2010 2010/ 2009
Compensation $1,267.2 $1,108.0 $1,099.7 14% 1%
Employee Benefits 258.2 237.6 242.1 9 (2)
Outside Services 552.8 460.4 424.5 20 8
Equipment and Software 328.1 287.1 261.1 14 10
Occupancy 180.9 167.8 170.8 8 (2)
Visa Indemnification Benefits (23.1) {33.0) (17.8) (30) 85
Other Operating Expense 267.1 270.0 136.3 {1) 98
Total Noninterest Expense $2,831.2 $2,497.9 $2,316.7 13% 8%

2011 RESTRUCTURING, ACQUISITION AND INTEGRATION CHARGES AND OPERATING COSTS ATTRIBUTABLE TO 2011 ACQUISITIONS

RESTRUCTURING, ACQUISITION OPERATING COSTS OF
(In Millions) AND INTEGRATION CHARGES 2011 ACQUISITIONS
Compensation $50.2 $27.7
Employee Benefits 4.3 7.8
Outside Services 16.8 22.1
Equipment and Software 10.9 5.2
Occupancy 6.4 3.5
Other Operating Expense 3.0 12.6
Total $91.6 $78.9
Compensation primarily due to higher full-time equivalent staff levels, federal

Compensation costs, the largest component of noninterest
expense, increased $159.2 million from 2010 and included
$50.2 million of severance charges related to the planned
elimination of approximately 700 positions in connection with
the current year’s restructuring, acquisition and integration
activities and $27.7 million of operating costs attributable to
the 2011 acquisitions. Excluding these charges and operating
costs, the $81.3 million, or 7%, increase from the prior year
primarily reflects higher full-time equivalent staff levels and
annual salary increases exclusive of the acquisitions. Staff on a
full-time equivalent basis totaled approximately 14,100 at
December 31, 2011 compared with approximately 12,800 at
December 31, 2010, and averaged 13,500 in 2011, up 7%
compared with 12,600 in 2010.

Employee Benefits

The increase in employee benefit costs for 2011 reflects $7.8
million of operating costs associated with the 2011
acquisitions and the $4.3 million of severance related accruals.
The remaining increase in employee benefit costs for 2011 is
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and unemployment insurance, and pension expense, partially
offset by the reversal in 2011 of an employee benefit related
accrual of $9.7 million for which the 2010 goal was not met.

Outside Services

Outside services expense increased $92.4 million from 2010.
The increase reflects the restructuring, acquisition and
integration charges of $16.8 million related to consulting and
technical services expense, and $22.1 million of operating
costs attributable to the 2011 acquisitions. Excluding the
current year’s restructuring, acquisition and integration
charges and the operating costs of the 2011 acquisitions,
outside services expense increased $53.5 million, or 12%, from
the prior year, primarily reflecting higher expense associated
with technical services due primarily to increased market data
volumes and usage, as well as higher investment manager
sub-advisor fees reflecting increased market values of assets
under management. Technical services includes expense for
systems and application support; the provision of market and
research data; and outsourced check processing and lockbox
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services, among other services. Investment manager
sub-advisor fees are those paid to external investment
managers for services provided to certain funds Northern

Trust manages and those relating to custom client programs.

Equipment and Software

Equipment and software expense, comprised of depreciation
and amortization; rental; and maintenance costs, increased
$41.0 million in 2011 compared to 2010. The increase reflects
$10.9 million of restructuring charges related to software
write-offs and $5.2 million of operating costs attributable to
the current year acquisitions. Excluding the restructuring
charges and operating costs from the current year acquisitions,
equipment and software expense increased $24.9 million, or
9%, primarily reflecting higher software costs attributable to
increased investment in capital assets.

Other Operating Expense

Occupancy

Occupancy expense totaled $180.9 million in 2011 compared
to $167.8 million in 2010, reflecting $6.4 million of
restructuring charges related to reductions in office space as
well as $3.5 million of operating costs attributable to the 2011
acquisitions.

Visa Indemnification Benefits

In 2011, 2010, and 2009, reductions to Northern Trust’s Visa
indemnification liability and related charges totaled $23.1
million, $33.0 million, and $17.8 million, respectively.
Northern Trust, in conjunction with other member banks of
Visa U.S.A., Inc., is obligated to share in losses resulting from
certain indemnified litigation involving Visa. The reductions
reflect Northern Trust’s proportionate share of funds that Visa
deposited into its litigation escrow account in those years. Visa
indemnification charges are further discussed in Note 25 to
the consolidated financial statements.

Other operating expense in 2011 includes $12.6 million of operating costs associated with the 2011 acquisitions and $3.0 million of
restructuring, acquisition and integration related charges. The components of other operating expense were as follows:

CHANGE
{In Millions) 2011 2010 2009 2011/ 2010 2010 / 2009
Business Promotion $ 82.1 $ 81.0 $ 66.6 1% 22%
FDIC Insurance Premiums 29.3 33.9 54.1 (14) (37)
Staff Related 37.6 37.4 313 1 19
Other Intangibles Amortization 17.5 14.4 16.2 22 (11)
Capital Support Agreements - - (109.3) N/M N/M
Other Expenses 100.6 103.3 77 .4 (3) 33
Total Other Operating Expense $267.1 $270.0 $136.3 (1Y% 98%

The decrease in FDIC insurance premiums reflects the
discontinuation in 2010 of the FDIC Transaction Account
Guarantee Program. The increase in other intangibles
amortization expense primarily reflects the amortization of
additional intangible assets purchased in connection with the
2011 acquisitions. The other expenses component of other
operating expense reflects lower charges related to account
servicing activities and decreases in other miscellaneous
expense categories, partially offset by miscellaneous expense
attributable to the 2011 acquisitions.

NONINTEREST EXPENSE — 2010 COMPARED WITH 2009

Noninterest expense for 2010 totaled $2.50 billion, up 8%
from $2.32 billion in 2009. Noninterest expense for 2009
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included a net expense reduction of $109.3 million associated
with the final support payments and expiration of capital
support agreement (CSA) obligations.

Compensation costs increased $8.3 million, or 1%, from
2009 and reflected the reversal in 2009 of accruals totaling
$22.2 million related to performance stock units granted in
2008 and 2007 which were no longer expected to vest, partially
offset by a decrease in salary expense in 2010. Staff on a full-
time equivalent basis averaged 12,600 in 2010, up 2%
compared with 12,300 in 2009. The 2010 increase primarily
reflected additional staff to support international growth.

Employee benefit costs for 2010 were $237.6 million,
down $4.5 million, or 2%, from $242.1 million in 2009,
reflecting lower federal and employee insurance benefits.
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Outside services expense totaled $460.4 million in 2010,
up 8% from $424.5 million in 2009 due to higher expense
associated with investment manager sub-advisor fees, and
technical services.

Equipment and software expense increased 10% to $287.1
million in 2010 from $261.1 million in 2009. The increase
reflected higher levels of computer software depreciation and
amortization from additional investments in capital assets and
an increase in equipment expense from higher computer
maintenance and equipment rental.

Net occupancy expense for 2010 was $167.8 million, down
2% from $170.8 million in 2009 due to decreased building
depreciation, rent expense, and real estate taxes, partially
offset by expense associated with building operations.

Reductions to Northern Trust’s Visa indemnification
liability and related charges totaled $33.0 million and $17.8
million in 2010 and 2009, respectively.

Other operating expense totaled $270.0 million in 2010,
up from $136.3 million in 2009, which included a net expense
reduction of $109.3 million associated with the final support
payments and expiration of the CSA obligations. Other
operating expense also increased in 2010 due to increases in
business promotion, staff related expense, and higher charges
related to account servicing activities and increases in other
miscellaneous expense categories. The increases were partially
offset by a decrease in FDIC insurance premiums reflecting
the 2009 special assessment of $20.2 million.

Provision for Income Taxes

Provisions for income tax and effective tax rates are impacted
by levels of pre-tax income, state tax rates, and the impact of
certain non-U.S. subsidiaries whose earnings are indefinitely
reinvested, as well as non-recurring items such as the
resolution of tax matters. The 2011 income tax provision was
$280.1 million, representing an effective rate of 31.7%. This
compares with $320.3 million of income tax expense and an
effective rate of 32.4% in 2010. The decrease in the effective
rate for 2011 to the
Corporation’s intercompany service allocation methodology
and the favorable resolutions of certain leasing matters with
the Internal Revenue Service and certain state tax matters.

The tax provisions for 2011 and 2010 reflect reductions
totaling $21.3 million and $20.1 million, respectively, related
to certain non-U.S. subsidiaries whose earnings are being

primarily reflects adjustments
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indefinitely reinvested. The higher reduction in 2011 reflects
the adjustments to the Corporation’s intercompany service
allocation methodology.

The 2009 income tax provision of $391.0 million
represented an effective rate of 31.2%. The effective tax rate in
2009 reflected income tax benefits relating to the resolution of
certain state and leasing tax positions taken in prior periods
and included a $20.9 million reduction in the tax provision
related to non-U.S. subsidiaries whose earnings are being
indefinitely reinvested.

BUSINESS UNIT REPORTING

Northern Trust, under the leadership of Chairman and Chief
Executive Officer Frederick H. Waddell, is organized around
its two principal client-focused business units, C&IS and PFS.
Investment management services and products are provided
to the clients of these business units and to other U.S. and
non-U.S. clients by NTGI. Operations support is provided to
each of the business units by O&T. Mr. Waddell has been
identified as the chief operating decision maker, having final
authority over resource allocation decisions and performance
assessment.

C&IS and PFS results are presented to promote a greater
of their financial performance. The
information, presented on an internal management-reporting
basis, derives from internal accounting systems that support
Northern Trust’s strategic objectives and management
structure. Management has developed accounting systems to
allocate revenue and expense related to each segment. They
incorporate processes for allocating assets, liabilities and
equity, and the applicable interest income and expense. Equity
is allocated based on the proportion of economic capital
associated with the business units.

Allocations of capital and certain corporate expense may
not be representative of levels that would be required if the
segments were independent entities. The accounting policies
used for management reporting are consistent with those
described in Note 1 to the consolidated financial statements.
Transfers of income and expense items are recorded at cost;
there is no consolidated profit or loss on sales or transfers
between business units. Northern Trust’s presentations are not
necessarily consistent with similar information for other
financial institutions.

understanding
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CONSOLIDATED FINANCIAL INFORMATION CHANGE
{In Millions) 2011 2010 2009 2011 /2010 2010/ 2009
Noninterest Income

Trust, Investment and Other Servicing Fees $ 2,169.5 $ 2,081.9 $ 2,083.8 4% N/M

Other 591.3 647.1 703.3 (9) (8)%
Net Interest Income (FTE)* 1,049.3 957.8 1,040.0 10 (8)
Revenue (FTE)* 3,810.1 3,686.8 3,827.1 3 4)
Provision for Credit Losses 55.0 160.0 215.0 (66) (26)
Visa Indemnification Benefits (23.1) {33.0) (17.8) (30) 85
Noninterest Expense (Excluding Visa Indemnification

Benefits) 2,854.3 2,530.9 2,334.5 13 8
Income before Income Taxes* 923.9 1,028.9 1,295.4 (10) (21)
Provision for Income Taxes™ 320.3 359.4 431.2 (11) (17)
Net Income $ 603.6 $ 6695 $ 8642 (10)% (23)%
Average Assets $91,947.9 $76,008.2 $74,314.2 21% 2%

* Stated on an FTE basis. The consolidated figures include $40.2 million, $39.1 million, and $40.2 million of FTE adjustment for 2011, 2010, and 2009, respectively.

Corporate & Institutional Services

The C&IS business unit is a leading global provider of asset servicing, securities lending, brokerage, banking and related services to
corporate and public retirement funds, foundations, endowments, fund managers, insurance compariies, sovereign wealth and
government funds. Asset servicing and related services encompass a full range of industry leading capabilities including but not
limited to: global master trust and custody, trade settlement, and reporting; fund administration; cash management; investment risk
and performance analytical services; investment operations outsourcing; and transition management and commission recapture.
Client relationships are managed through the Bank and the Bank’s and the Corporation’s other subsidiaries, including support from
international locations in North America, Europe, the Middle East, and the Asia Pacific region. C&IS also executes related foreign
exchange transactions from offices located in the United States, United Kingdom, and Singapore.

The following table summarizes the results of operations of C&IS for the years ended December 31, 2011, 2010, and 2009 on a
management-reporting basis.

CORPORATE & INSTITUTIONAL SERVICES

RESULTS OF OPERATIONS CHANGE
{In Millions) 2011 2010 2009 2011/ 2010 2010/ 2009
Noninterest Income

Trust, Investment and Other Servicing Fees $ 1,196.4 $ 1,175 $ 1,236.8 2% (5%

Other 485.4 522.7 5713 V4 )
Net Interest Income (FTE)* 282.5 271.8 416.0 4 (35)
Revenue (FTE)* 1,964.3 1,969.6 2,224.1 - 1
Provision for Credit Losses (20.5) (16.1) 30.7 27 N/M
Noninterest Expense 1,522.4 1,328.9 1,200.6 15 1
Income before Income Taxes* 462.4 656.8 992.8 (30) (34)
Provision for Income Taxes* 168.3 222.4 350.8 (24) (37)
Net income $ 2941 $ 4344 $ 6420 (32)% (32)%
Percentage of Consolidated Net Income 49% 65% 74%

Average Assets $47,533.7 $38,749.3 $38,117.1 23% 2%
* Stated on an FTE basis.

The decrease in C&IS net income in 2011 resulted from totaling $60.8 million. These impacts were partially offset by
reductions in securities lending revenue, a component of trust, increases in custody and fund administration revenue, a
investment and other servicing fees; lower foreign exchange component of trust, investment and other servicing fees,
trading income; and higher noninterest expense, including primarily attributable to the current year acquisitions which in
operating costs from the 2011 acquisitions of $78.9 million total contributed $76.6 million to C&IS revenues in 2011; and
and 2011 restructuring, acquisition and integration charges an increased negative provision for credit losses. Other
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components of C&IS trust, investment and other servicing fees
increased in 2011 primarily attributable to new business. The
net income decrease in 2010 as compared to 2009 primarily
reflects reductions in securities lending revenue, net interest
income, and foreign exchange trading income, and higher
noninterest expense, partially offset by a negative provision for
credit losses.

C&1IS Trust, Investment and Other Servicing Fees

C&IS trust, investment and other servicing fees are
attributable to four general product types: Custody and Fund
Administration, Investment Management, Securities Lending,
and Other Services. Custody and fund administration fees are
driven primarily by asset values, transaction volumes and
number of accounts. Custody fees related to asset values are
often priced based on values at the beginning of each quarter;
however, there are custody fees that are based on quarter-end
or month-end values or average values for a month or quarter.
The fund administration fees that are asset value related are
generally priced using average daily balances. Investment
management fees are based primarily on market values
throughout a period.

CORPORATE AND INSTITUTIONAL SERVICES
TRUST, INVESTMENT AND OTHER SERVICING FEES

{In Millions) 2011 2010 2009
Custody and Fund Administration ~ $ 770.1 $ 6461 $ 583.0
Investment Management 262.5 261.2 2471
Securities Lending 87.9 195.2 336.7
Other 75.9 72.6 70.0
Total Trust, Investment and Other

Servicing Fees $1,196.4 $1,175.1 $1,236.8
CORPORATE AND INSTITUTIONAL SERVICES
ASSETS UNDER CUSTODY

DECEMBER 31
{In Billions) 2011 2010 2009
North America $2,112.1 $1,999.6 $1,861.9
Europe, Middle East, and Africa 1,351.4 1,280.7 1,085.9
Asia Pacific 319.4 3317 263.6
Securities Lending 94.7 99.1 114.5
Total Assets Under Custody $3,877.6 $3,711. $3,325.9
CORPORATE AND INSTITUTIONAL SERVICES
ASSETS UNDER MANAGEMENT
v DECEMBER 31

{In Billions) 2011 2010 2009
North America $304.0 $284.7 $257.6
Europe, Middle East, and Africa 48.7 69.0 63.5
Asia Pacific 41.8 36.4 46.4
Securities Lending 94.7 99.1 114.5
Total Assets Under Management $489.2 $489.2 $482.0
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Securities lending revenue is affected by market values; the
demand for securities to be lent, which drives volumes; and
the interest rate spread earned on the investment of cash
deposited by investment firms as collateral for securities they
have borrowed. Securities lending revenue prior to 2011 had
also included Northern Trust’s share of unrealized gains and
losses on one mark-to-market investment fund used- in
securities lending activities. As of September 30, 2010,
securities in the mark-to-market fund had been sold with the
proceeds reinvested into a short duration fund, eliminating
the mark-to-market impact on securities lending revenue in
periods subsequent to the date of sale. The other services fee
category in C&IS includes such products as benefit payment,
performance analysis, electronic delivery, and other services.
Revenues from these products are based generally on the
volume of services provided or a fixed fee.

Provided below are the components of C&IS trust,
investment and other servicing fees and a breakdown of its
assets under custody and under management.

2011 C&IS FEES

64%  Custody and Fund Administration
B 22% investment Management

7%  Securities lending

B 7% Other Services

2011 C&IS ASSETS UNDER CUSTODY

S,

B 55% North America

34% Europe, Middle East, and Africa
8%  Asia-Pacific Region

O 3% Securities lending

62%  North America

19%  Securifies lending

10%  Europe, Middle East, and Africa
9%  Asia-Pacific Region
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Custody and fund administration fees, the largest
component of trust, investment and other servicing fees,
increased $124.0 million, or 19%, primarily reflecting higher
fund administration and global custody fee revenues,
attributable to the 2011 acquisitions, other new business, and
improved markets. Fees from investment management were
relatively unchanged from the year-ago period as increases
due to new business and improved markets were offset by
$34.3 million of money market mutual fund fee waivers
attributable to the persistent low level of short-term interest
rates. Money market mutual fund fee waivers for 2010 totaled
$12.9 million. Securities lending revenue decreased $107.3
million, or 55%. The prior year included the recovery of
previously recorded unrealized asset valuation losses of
approximately $114 million related to a mark-to-market
investment fund used in our securities lending activities.
There were no mark-to-market impacts in the current year as
securities in the mark-to-market fund had been sold in
September 2010 with the proceeds reinvested into a short
duration fund. Excluding the impact of the prior year asset
valuation recoveries, securities lending fees in 2011 increased
by approximately $6.7 million, reflecting higher spreads on
the investment of cash collateral, partially offset by lower
average volumes.

C&IS assets under custody were $3.9 trillion at
December 31, 2011, 4% higher than the $3.7 trillion at
December 31, 2010. Managed assets totaled $489.2 billion at
December 31, 2011 and 2010. Cash and other assets deposited
by investment firms as collateral for securities borrowed from
custody clients are managed by Northern Trust and are
included in assets under custody and under management. This
collateral totaled $94.7 billion and $99.1 billion at
December 31, 2011 and 2010, respectively.

Ce& 1S Other Noninterest Income

Other noninterest income for 2011 decreased $37.3 million, or
7%, to $485.4 million from $522.7 million in 2010. The
decrease primarily reflects a $58.5 million, or 16%, decrease in
foreign exchange trading income due to reduced volatility and
client volumes in the current year, partially offset by the
benefit of 2011 acquisitions and other new business. Other
noninterest income for 2010 of $522.7 million decreased $48.6
million, or 9%, from $571.3 million in 2009. This decrease
resulted from lower foreign exchange trading income due to
reduced volatility that was partially offset by increased client
volumes as compared to 2009.
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C&IS Net Interest Income

Net interest income increased $10.7 million, or 4%, in 2011 to
$282.5 million from $271.8 million in 2010. The increase
primarily reflects higher levels of average earning assets,
partially offset by a decline in the net interest margin. The
C&IS net interest margin in 2011 was .70% compared to .77%
in 2010 and 1.25% in 2009. The decrease in the net interest
margin in 2011 is primarily attributable to a change in the
application of internal funds transfer pricing used in
determining net interest income. Low interest rates also
impacted net interest income in 2010, which was down $144.2
million, or 35%, from $416.0 million in 2009.

Ce&IS Provision for Credit Losses

The provision for credit losses was negative $20.5 million for
2011 reflecting recoveries of previously charged off exposures
and improvement in underlying asset quality metrics within
both commercial and institutional loans and commercial real
estate loans. The provision for credit losses was negative $16.1
million for 2010 compared to a $30.7 million provision in
2009, reflecting reduced loan balances and, to a lesser extent,
improvement in underlying asset quality metrics within the
commercial loan segment as compared to 2009.

C&IS Noninterest Expense

C&IS noninterest expense was up $193.5 million, or 15%, in
2011 and totaled $1.52 billion cornpared to $1.33 billion in
2010. Noninterest expense in 2011 increased primarily as a
result of $78.9 million of operating expense attributable to the
2011 and $60.8
restructuring, acquisition and integration related charges. The

acquisitions million of current year
restructuring, acquisition and integration related charges are
reflected in higher compensation and outside services expense
and in higher indirect expense allocations for product and
operating support. Excluding the operating expense
attributable to the 2011 acquisitions and the restructuring,
acquisition and integration related charges, C&IS noninterest
expense increased $53.8 million, or 4%, from 2010.
Noninterest expense in 2010 totaled $1.33 billion, a $128.3
million increase from 2009. 2009 inicluded expense reductions
of $100.6 million associated with the final support payments
and expiration of the CSA obligations.
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Personal Financial Services

The PFS business unit provides personal trust, investment
management, custody, and philanthropic services; financial
consulting; guardianship and estate administration; brokerage
services; and private and business banking. PFS focuses on
high net worth individuals and families, business owners,
executives, professionals, retirees, and established privately
held businesses in its target markets. PES also includes the

Wealth Management Group, which provides customized
products and services to meet the complex financial needs of
individuals and family offices in the United States and
throughout the world with assets typically exceeding $200
million. PFS services are delivered through a network of
offices in 18 U.S. states and Washington, D.C., as well as
offices in London and Guernsey.

The following table summarizes the results of operations of PFS for the years ended December 31, 2011, 2010, and 2009 on a

management-reporting basis.

PERSONAL FINANCIAL SERVICES

RESULTS OF OPERATIONS CHANGE
{In Millions) 2011 2010 2009 2011/2010 2010/ 2009
Noninterest Income
Trust, Investment and Other Servicing Fees $ 97341 $ 906.8 $ 8470 7% 7%
Other 128.5 133.3 138.7 @) 4)
Net Interest Income (FTE}* 613.7 591.8 538.1 4 10
Revenue (FTE)* 1,715.3 1,631.9 1,523.8 5 7
Provision for Credit Losses 75.5 176.1 184.3 (57) (4)
Noninterest Expense 1,214.9 1,103.0 1,044.6 10 6
Income before Income Taxes* 424.9 352.8 294.9 20 20
Provision for Income Taxes* 168.7 132.8 112.4 27 18
Net Income $ 256.2 $ 2200 $ 1825 16% 21%
Percentage of Consolidated Net Income 42% 33% 21%
Average Assets $23,861.5 $23,564.5 $24,534.8 1% (4)%

* Stated on an FTE basis.

PFS net income increased from 2010 as a result of higher
revenues and a lower provision for credit losses, partially offset
by increases including 2011
restructuring related charges totaling $27.4 million, and in the
provision for income taxes. PFS revenue totaled $1.72 billion
in 2011, an increase of $83.4 million, or 5%, from $1.63
billion in 2010, primarily attributable to increased trust,
investment and other servicing fees and net interest income.
These increases were partially offset by higher money market

in noninterest expense,
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mutual fund fee waivers attributable to the prolonged low
interest rate environment and decreased security commission
and trading income and treasury management fees. PES net
income in 2010 increased $37.5 million, or 21%, from 2009
primarily attributable to increased trust, investment and other
servicing fees and net interest income, as well as a lower
provision for credit losses. These were partially offset by
increased money market mutual fund fee waivers, noninterest
expense, and provision for income tax.
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PFS Trust, Investment and Other Servicing Fees

Provided below is a summary of PFS trust, investment and other servicing fees and assets under custody and under management.

PERSONAL FINANCIAL SERVICES
TRUST, INVESTMENT AND

OTHER SERVICING FEES YEAR ENDED DECEMBER 31

(In Millions} 2011 2010 2009
Midwest $399.2  $373.0  $327.6
Southeast 218.1 200.3 188.6
West 208.5 185.8 173.7
Wealth Management 117.4 123.2 135.8
Northeast 29.9 24.5 21.3
Total Trust, Investment and Other

Servicing Fees $973.1 $906.8  $847.0
PERSONAL FINANCIAL SERVICES
ASSETS UNDER CUSTODY DECEMBER 31
{In Billions) 2011 2010 2009
Wealth Management $226.5 - $221.9  $196.0
Midwest 67.6 64.1 58.2
Southeast 37.2 36.7 34.0
West 36.5 34.8 311
Northeast 17.4 12.7 11.8
Total Assets Under Custody $385.2  $370.2 $331.1
PERSONAL FINANCIAL SERVICES
ASSETS UNDER MANAGEMENT DECEMBER 31
(in Billions) 2011 2010 2009
Midwest $ 685 $604 $570
Wealth Management 34.0 31.5 314
Southeast 32.2 29.1 27.3
West 29.1 26.6 23.7
Northeast 9.9 6.8 58
Total Assets Under Management $173.7  $154.4 $145.2

The PES regions shown above are comprised of the
following: Midwest includes Illinois, Michigan, Wisconsin,
Missouri, Ohio and Minnesota; Southeast includes Florida
and Georgia; West includes California, Washington, Nevada,
Texas, Arizona, and Colorado; Northeast includes New York,
Connecticut, Massachusetts, Washington, D.C., and Delaware;
Wealth Management includes the results from the focus on
the family office segment, complex fiduciary assignments and
ultra-wealthy individuals through the provision of specialized
asset management, investment consulting, global custody,
fiduciary, and private banking services for domestic and
international clients.

Fees in the majority of locations in which PFS operates
and all mutual fund-related revenue are calculated primarily
based on market values. PFS trust, investment and other
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2011 PFS FEES

41%
22%

Midwest

Southeast

22% West

12% Wealth Management
3% Northeast

8

2011 PFS ASSETS UNDER CUSTODY

59% Wealth Management
18% Midwest
7 10% Southeast
Q% West
1 4% Northeast
2011 PES ASSETS UNDER MANAGEMENT
39%  Midwest
19%  Wealth Management
19%  Southeast
17%  West
] 6% Northeast

servicing fees were $973.1 million in 2011, up 7% from $906.8
million in 2010, which in turn was up 7% from $847.0 million
in 2009. The current year performance benefitted from new
business and higher market valuations. Impacting the results
in both years were waived fees in money market funds,
totaling $67.8 million and $49.6 million in 2011 and 2010,
respectively, due to the low level of short-term interest rates.
Trust, investment and other servicing fees for 2010 were
higher compared to 2009, reflecting higher market valuations
and new business.

At December 31, 2011, assets under custody in PES were
$385.2 billion compared with $370.2 billion at December 31,
2010. Managed assets were $173.7 billion at December 31,
2011 compared to $154.4 billion at the previous year end.
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PFS Other Noninterest Income

Other noninterest income for the year totaled $128.5 million
compared to $133.3 million in 2010, a decrease of 4%,
primarily driven by a decrease in security commissions and
trading income and in treasury management fees. The other
noninterest income decrease of 4% in 2010 compared to 2009
resulted from a decrease in core brokerage fee revenue and
treasury management fees.

PFS Net Interest Income

Net interest income was $613.7 million for the year, up 4%
from $591.8 million in 2010, which was 10% higher than
2009. Average loans increased $248.5 million in 2011, and the
net interest margin increased to 2.61% from 2.55% in 2010,
which in turn was up from the 2009 margin of 2.23%. The
increased net interest margin for 2011 and 2010 largely reflects
lower costs of funds.

PFS Provision for Credit Losses

The provision for credit losses was $75.5 million for 2011,
compared with $176.1 million in 2010, and $184.3 million in
2009. The current year provision reflects improvements in
commercial and institutional and commercial real estate
loans, partially offset by continued weakness in residential real
estate loans. The 2010 provision reflected continued weakness
in residential and commercial real estate loans in certain
markets. For a fuller discussion of the allowance and provision
for credit losses refer to pages 56 and 57.

PFS Noninterest Expense

Noninterest expense of PFS increased $111.9 million, or 10%,
to $1.21 billion in 2011 compared to $1.10 billion in 2010,
primarily due to the $27.4 million of current year
restructuring related charges which are reflected in higher
compensation and benefits, outside services, and occupancy
expense and in higher indirect expense allocations for product
and operating support. Excluding the 2011 restructuring
related charges, noninterest expense of PFS increased $84.5
million, or 8%, from 2010. Noninterest expense for 2010 was
6% higher than 2009, primarily attributable to higher indirect
expense allocations for product and operating support, higher
compensation, and increased charges associated with account
servicing activities.

Northern Trust Global Investments

NTGI, through various subsidiaries of the Corporation,
provides a broad range of asset management and related
services and other products to clients around the world,
including clients of C&IS and PFS. Clients include
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institutional and individual separately managed accounts,
bank common and collective funds, registered investment
companies, exchange traded funds, non-U.S. collective
investment funds, and unregistered private investment funds.
NTGI offers both active and passive equity and fixed income
portfolio management, as well as alternative asset classes (such
as private equity and hedge funds of funds) and multi-
manager products and advisory services. NTGI’s activities also
include overlay services and other risk management services.
NTGP’s business operates internationally through subsidiaries,
joint ventures, alliances, and distribution arrangements and its
revenue and expense are fully allocated to C&IS and PFS.

At year-end 2011, Northern Trust managed $662.9 billion
in assets for personal and institutional clients compared with
$643.6 billion at year-end 2010. The increase in assets reflects
higher equity markets in 2011 and new business.

NORTHERN TRUST GLOBAL INVESTMENTS
2011 ASSETS UNDER MANAGEMENT OF $662.9 BILLION

ASSET CLASSES

44%  Equities
34%  Short Duration
A 19% Fixed Income
B 3% Other
CLIENT SEGMENTS
74% Institufional
Bl 26% Personal
MANAGEMENT STYLES
51%  Active
44%  Index
5% Manager of Managers
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Operations and Technology

The O&T business unit supports all Northern Trust’s business
activities, including the processing and product management
activities of C&IS, PFS, and NTGI. These activities are
conducted principally in the operations and technology
centers in Chicago, London, and Bangalore.

Corporate Financial Management Group

The Corporate Financial Management Group includes the
Chief Financial Officer, Controller, Treasurer, and Investor
Relations functions. The Group is responsible for Northern
Trust’s accounting and financial infrastructure and for
managing the Corporation’s financial position.

Corporate Risk Management Group

The Corporate Risk Management Group includes the Credit
Policy and other Corporate Risk Management functions. The
Credit Policy function is described in the “Risk Management —

TREASURY AND OTHER

Loans and Other Extensions of Credit” section. The Corporate
Risk Management Group monitors, measures, and facilitates
the management of risks across the businesses of the
Corporation and its subsidiaries.

Treasury and Other

Treasury and Other includes income and expense associated
with the wholesale funding activities and the investment
portfolios of the Corporation and the Bank. Treasury and
Other also includes certain corporate-based expense, executive
level compensation and nonrecurring items not allocated to
the business units.

The following table summarizes the results of operations
of Treasury and Other for the years ended December 31, 2011,
2010, and 2009 on a management-reporting basis.

RESULTS OF OPERATIONS CHANGE
{In Millions) 2011 2010 2009 2011 /2010 2010/ 2009
Other Noninterest Income $ (22.6) (8.9) $ 6.7) 154% 33%
Net Interest Income (FTE}* 153.1 94.2 85.9 63 10
Revenue (FTE}* 130.5 85.3 79.2 53 8
Visa Indemnification Benefits (23.1) {33.0) (17.8) (30) 85
Noninterest Expense {Excluding Visa

Indemnification Benefits} 117.0 99.0 89.3 18 11
Income before Income Taxes* 36.6 19.3 7.7 90 N/M
Provision {Benefit) for Income Taxes* (16.7) 4.2 (32.0) N/M N/M
Net Income $ 53.3 15.1 $ 397 N/M 62)%
Percentage of Consolidated Net Income 9% 2% 5%
Average Assets $20,552.7 $13,694.4 $11,662.3 50% 17%
* Stated on an FTE basis.

The Treasury and Other negative other noninterest million, or 18%, from 2010, attributable to higher

income for the years ended 2011, 2010, and 2009 include
losses of $23.3 million, $21.2 million, and $26.7 million,
respectively, from the write-down of nonagency residential
mortgage-backed securities determined to be other-than-
temporarily impaired. In 2010, these losses were partially
offset by a gain on the sale of a building. The 2011 increase in
net interest income reflects the benefit of higher average assets
and a change in the application of internal funds transfer
pricing used in determining net interest income, partially
offset by reduced yields on the securities portfolio, as
maturing investments have been replaced by lower yielding
assets. The increase in average assets primarily reflects higher
levels of average securities balances in 2011 compared to 2010.
Noninterest expense in 2011 equaled $117.0 million, up $18
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compensation and employee benefits, including $3.4 million
of current year restructuring related charges. Noninterest
expense was $99.0 million for 2010, an increase of $9.7
million, or 11%, compared to $89.3 million in 2009 and
reflected higher compensation expense and the reversal in
2009 of accruals related to performance stock units granted in
2008 and 2007 which were no longer expected to vest. The tax
benefits in 2011 and 2009 primarily reflect the favorable
resolution of certain state tax positions taken in prior years
and other federal and state tax matters not allocated to the
business units for management reporting purposes. The tax
benefit in 2011 also reflects adjustments to the Corporation’s
intercompany service allocation methodology not allocated to
the business units for management reporting purposes.
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CRITICAL ACCOUNTING ESTIMATES

The use of estimates and assumptions is required in the
preparation of financial statements in conformity with GAAP
and actual results could differ from those estimates. The U.S.
Securities and Exchange Commission has issued guidance
relating to the disclosure of critical accounting estimates.
Critical accounting are those that
management to make subjective or complex judgments about
the effect of matters that are inherently uncertain and may
change in subsequent periods. Changes that may be required
in the underlying assumptions or estimates in these areas
could have a material impact on Northern Trust’s future
financial condition and results of operations.

For Northern Trust, accounting estimates that are viewed
as critical are those relating to the allowance for credit losses,
pension plan accounting, other-than-temporary impairment
(OTTI) of investment securities, and accounting for
structured leasing transactions. Management has discussed the
development and selection of each critical accounting estimate
with the Audit Committee of the Corporation’s Board of
Directors (Board).

estimates require

Allowance for Credit Losses

The allowance for credit losses represents management’s
estimate of probable losses which have occurred as of the date
of the consolidated financial statements. The loan and lease
portfolio and other lending related credit exposures
are regularly reviewed to evaluate the adequacy of the
allowance for credit losses. In determining the level of the
allowance, Northern Trust evaluates the allowance necessary
for impaired loans and lending-related commitments and also
estimates losses inherent in other lending related credit
exposures.

The allowance for credit losses consists of the following
components:

Specific Allowance: The amount of specific allowance is
determined through an individual evaluation of loans and
lending-related commitments considered impaired that is
based on expected future cash flows, the value of collateral,
and other factors that may impact the borrower’s ability
to pay. For impaired loans where the amount of specific
allowance, if any, is determined based on the value of the
underlying real estate collateral, third-party appraisals are
typically obtained and utilized by management. These
appraisals are generally less than twelve months old and are
subject to adjustments to reflect management’s judgment as to
the realizable value of the collateral.
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Inherent Allowance: The amount of inherent allowance is
based primarily on factors which incorporate management’s
evaluation of historical charge-off experience and various
qualitative factors such as management’s evaluation of
economic and business conditions and changes in the
character and size of the loan portfolio. Factors are applied to
loan and lease credit exposures aggregated by shared risk
characteristics and are reviewed quarterly by Northern Trust’s
Loan which
representatives from Credit Policy, business unit management,

Loss Allowance Committee includes
and Corporate Financial Management.

The quarterly analysis of the specific and inherent
allowance components and the control process maintained by
Credit Policy and the lending staff, as described in the “Risk
Management — Loans and Other Extensions of Credit”
section, are the principal methods relied upon by management
for the timely identification of, and adjustment for, changes in
estimated credit loss levels. In addition to Northern Trust’s
own experience, management also considers regulatory
guidance. Control processes and analyses employed to
determine an appropriate level of allowance for credit losses
are reviewed on at least an annual basis and modified as
considered appropriate.

Loans, leases and other extensions of credit deemed
uncollectible are charged to the allowance for credit losses.
Subsequent recoveries, if any, are credited to the allowance.
Determinations as to whether an uncollectible loan is
charged-off or a specific reserve is established are based on
management’s assessment as to the level of certainty regarding
the amount of loss. The provision for credit losses, which is
charged to income, is the amount necessary to adjust the
allowance for credit losses to the level determined through the
above process. Actual losses may vary from current estimates
and the amount of the provision for credit losses may be either
greater than or less than actual net charge-offs.

Management’s estimates utilized in establishing an
appropriate level of allowance for credit losses are not
dependent on any single assumption. Management evaluates
numerous variables, many of which are interrelated or
dependent
determining allowance adequacy. Due to the inherent
imprecision in accounting estimates, other estimates or
assumptions could reasonably have been used in the current
period and changes in estimates are reasonably likely to occur
from period to period. Additionally, as an integral part of their
examination process, various federal and state regulatory
agencies also review the allowance for credit losses. These
agencies may require that certain loan balances be classified
differently or charged off when their credit evaluations differ

on other assumptions and estimates, in
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from those of management, based on their judgments about
information available to them at the time of their
examination. However, management believes that the
allowance for credit losses adequately addresses these
uncertainties and has been established at an appropriate level
to cover probable losses which have occurred as of the date of
the consolidated financial statements.

Pension Plan Accounting

Northern Trust maintains a noncontributory defined benefit
pension plan covering substantially all U.S. employees (the
Qualified Plan) and a noncontributory supplemental pension
plan (the Nonqualified Plan). Plan amendments, effective
April 1, 2012, will reduce benefit accruals under the Qualified
and Nonqualified Plans. Certain European-based employees
also participate in local defined benefit pension plans that
have been closed to new employees in prior years and have
been closed to future benefit accruals, effective in 2010.
Measuring cost and reporting liabilities resulting from defined
benefit pension plans requires the use of several assumptions
regarding future interest rates, asset returns, compensation
increases and other actuarial-based projections relating to the
plans. Due to the long-term nature of this obligation and the
estimates that are required to be made, the assumptions used
in determining the periodic pension expense and the projected
pension obligation are closely monitored and reviewed
annually for adjustments that may be required. Pension
accounting guidance requires that differences between
estimates and actual experience be recognized as other
comprehensive income in the period in which they occur. The
differences are amortized into net periodic pension expense
from accumulated other comprehensive income over the
future working lifetime of eligible participants. As a result,
differences between the estimates made in the calculation of
periodic pension expense and the projected pension obligation
and actual experience affect stockholders’ equity in the period
in which they occur but continue to be recognized as expense
systematically and gradually over subsequent periods.
Northern Trust recognizes the significant impact that
these pension-related assumptions have on the determination
of the pension obligations and related expense and has
established procedures for monitoring and setting these
assumptions each year. These procedures include an annual
review of actual demographic and investment experience with
the pension plan’s actuaries. In addition to actual experience,
adjustments to these assumptions consider observable yields
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on fixed income securities, known compensation trends and
policies, as well as economic conditions and investment
strategies that may impact the estimated long-term rate of
return on plan assets.

In determining the pension expense for the U.S. plans in
2011, Northern Trust utilized a discount rate of 5.50% for
both the Qualified Plan and the Nonqualified Plan. The rate of
increase in the compensation level is based on a sliding scale
that averaged 4.02%. The expected long-term rate of return on
Qualified Plan assets was 8.00%.

In evaluating possible revisions to pension-related
assumptions for the U.S. plans as of Northern Trust’s
December 31, 2011 measurement date, the following were
considered:

Discount Rate: Northern Trust estimates the discount rate
for its U.S. pension plans by applying the projected cash flows
for future benefit payments to several published discount rate
yield curves as of the measurement date. These yield curves are
composed of individual zero-coupon interest rates for 60
different time periods over a 30-year time horizon. Zero-
coupon rates utilized by the yield curves are mathematically
derived from observable market yields for AA-rated corporate
bonds. The yield curve models referenced by Northern Trust
in establishing the discount rate supported a rate between
4.54% and 5.12%, with an average decrease of 83 basis points
over the prior year. As such, Northern Trust decreased the
discount rate for the Qualified and Nonqualified plans from
5.50% for December 31, 2010 to 4.75% for December 31,
2011.

Compensation Level: As long-term compensation policies
remained consistent with prior years, no changes were made
to the compensation scale assumption since its 2007 revision
based on a review of actual salary experience of eligible
employees.

Rate of Return on Plan Assets: The expected return on
plan assets is based on an estimate of the long-term (30 years)
rate of return on plan assets, which is determined using a
building block approach that considers the current asset mix
and estimates of return by asset class based on historical
experience, giving proper consideration to diversification and
rebalancing. Current market factors such as inflation and
interest rates are also evaluated before long-term capital
market assumptions are determined. Peer data and historical
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returns are reviewed to check for reasonability and
appropriateness. As a result of these analyses, Northern Trust’s
rate of return assumption was maintained at 8.00% for 2011.

Mortality Table: Northern Trust uses the mortality table
proposed by the U.S. Treasury for use in accordance with the
provisions of the Pension Protection Act of 2006 (PPA) for
both pre- and post-retirement mortality assumptions. This
table is based on the RP2000 mortality table with projections
of expected future mortality improvements.

In order to illustrate the sensitivity of these assumptions
on the expected periodic pension expense in 2012 and the
projected benefit obligation, the following table is presented to
show the effect of increasing or decreasing each of these
assumptions by 25 basis points.

25 BASIS 25 BASIS
POINT POINT
{In Millions) INCREASE DECREASE
Increase (Decrease) in 2012 Pension Expense
Discount Rate Change (4.5) 4.7
Compensation Level Change 1.1 (1.1
Rate of Return on Plan Assets Change (2.7) 2.7
Increase (Decrease) in Projected Benefit
Obligation
Discount Rate Change (39.4) 41.8
Compensation Level Change 2.5 (2.4)

Pension Contributions: The deduction limits specified by
the Internal Revenue Code for contributions made by
sponsors of defined benefit pension plans are based on a
“Target Liability” under the provisions of the PPA. Northern
Trust contributed $100.0 million to the Qualified Plan in 2011
and $68.0 million in 2010. The investment return on these
contributions decreases the U.S. pension expense. This benefit
will be partially offset by the related forgone interest earnings
the funds contributed. The required
contribution is expected to be zero in 2012 and for several
years thereafter. The maximum deductible contribution is
estimated at $175.0 million for 2012.

The estimated U.S. Qualified Plan pension expense is
expected to decrease by approximately $8.5 million in 2012
from the 2011 expense of $32.4 million. The decrease is due to
the impact of plan amendments and the $100.0 million
contribution in 2011, partially offset by the change in pension-
related assumptions and other actuarial experiences.

on minimum

Other-Than-Temporary Impairment of
Investment Securities

Under GAAP, companies are required to perform periodic
reviews of securities with unrealized losses to determine
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whether the declines in value are considered other-than-
temporary. For available-for-sale and held-to-maturity
securities that management has no intent to sell, and believes
it more-likely-than-not that it will not be required to sell,
prior to recovery, the consolidated statement of income
reflects only the credit loss component of an impairment,
while the remainder of the fair value loss is recognized in
accumulated other comprehensive income. The credit loss
component recognized in earnings is identified as the amount
of principal cash flows not expected to be received over the
remaining term of the security as projected using the
Corporation’s cash flow projections. For debt securities that
Northern Trust intends to sell, or would more-likely-than-not
be required to sell, before the expected recovery of the
amortized cost basis, the full impairment (that is, the
difference between the security’s amortized cost basis and fair
value) is recognized in earnings. The application of significant
judgment is required in determining the assumptions used in
assessing whether an OTTI exists and, if so, in the calculation
of the credit loss component of the OTTI. Assumptions used
in this process are inherently subject to change in future
periods. Different judgments or subsequent changes in
estimates could result in materially different impairment loss
recognition. The economic and financial market conditions
experienced since the onset of the economic downturn in 2008
have negatively affected the liquidity and pricing of
investment securities generally and residential mortgage-
backed securities in particular, and have resulted in an
increase in the likelihood and severity of OTTI charges.

Northern Trust conducts security impairment reviews
quarterly to evaluate those securities within its investment
portfolio that have of possible OTTL A
determination as to whether a security’s decline in market
value is other-than-temporary takes into consideration
numerous factors and the relative significance of any single
factor can vary by security. Factors considered in determining
whether impairment is other-than-temporary include, but are
not limited to, the length of time which the security has been
impaired; the severity of the impairment; the cause of the
impairment; the financial condition and near-term prospects
of the issuer; activity in the market of the issuer which may
indicate adverse credit conditions; Northern Trust’s intent
regarding the sale of the security as of the balance sheet date;
and the likelihood that it will not be required to sell the
security for a period of time sufficient to allow for the recovery
of the security’s amortized cost basis. The Corporate Asset and
Liability Policy Committee reviews the results of impairment
analyses and concludes on whether OTTI exists.

indications
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Impairment reviews conducted in 2011 and 2010
identified nonagency residential mortgage-backed securities
determined to be other-than-temporarily impaired and credit-
related losses totaling $23.3 million and $21.2 million,
respectively, were recognized in connection with the write-
down of the securities. The remaining securities with
unrealized losses within Northern Trust’s portfolio as of
December 31, 2011 and 2010 were not considered to be other-
than-temporarily impaired. However, additional OTTI may
occur in future periods as a result of market and economic
conditions.

Accounting for Structured Leasing Transactions

Through its leasing subsidiary, Norlease, Inc., Northern Trust
acts as a lessor in leveraged lease transactions primarily for
transportation equipment, including commercial aircraft and
railroad equipment. Northern Trust’s net investment in
leveraged leases is reported at the aggregate of lease payments
receivable and estimated residual values, net of non-recourse
debt and unearned income. Unearned income is required to
be recognized in interest income in a manner that yields a
level rate of return on the net investment. Determining the net
investment in a leveraged lease and the interest income to be
recognized requires management to make assumptions
regarding the amount and timing of cash flows, estimates of
residual values, and the impact of income tax regulations and
rates. Changes in these assumptions in future periods could
affect asset balances and related interest income.

As part of the Internal Revenue Service’s (IRS) audit of the
Corporation’s 1997-2004 federal income tax returns, the IRS
challenged the Corporation’s tax position for certain of its
leveraged leasing transactions and proposed to disallow
certain tax deductions and assess related interest and penalties.
In November 2011, the Corporation reached a final settlement
with the IRS Appeals Office regarding the disputed leasing
transactions. As a result of the settlement agreement reached,
revisions were made to cash flow estimates regarding the
timing and amount of leveraged lease income tax deductions,
which increased interest income by $7.0 million for the year
ended December 31, 2011. The IRS may disallow deductions
relating to other lease transactions with similar characteristics
as part of a future audit of tax returns. The Corporation
believes that those transactions are valid leases for U.S. tax
purposes and that its tax treatment of those transactions is
appropriate based on its interpretation of the tax regulations
and legal precedents.
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FAIR VALUE MEASUREMENTS

The preparation of financial statements in conformity with
GAAP requires certain assets and liabilities to be reported at
fair value. As of December 31, 2011, approximately 31% of
Northern Trust’s total assets and approximately 1% of its total
liabilities were carried on the consolidated balance sheet at fair
value. As discussed more fully in Note 3 to the consolidated
financial statements, GAAP requires entities to categorize
financial assets and liabilities carried at fair value according to
a three-level valuation hierarchy. The hierarchy gives the
highest priority to quoted, active market prices for identical
assets and liabilities (Level 1) and the lowest priority to
valuation techniques that require significant management
judgment because one or more of the significant inputs are
unobservable in the market place (Level 3). Approximately
13% of Northern Trust’s assets carried at fair value are
classified as Level 1; Northern Trust typically does not hold
equity securities or other instruments that are actively traded
on an exchange.

Approximately 86% of Northern Trust’s assets and 94% of
its liabilities carried at fair value are categorized as Level 2, as
they are valued using models in which all significant inputs are
observable in active markets. Investment securities classified as
available for sale make up 96% of Level 2 assets with the
remaining 4% primarily consisting of derivative financial
instruments. Level 2 liabilities are comprised solely of
derivative financial instruments.

Investment securities are principally valued by third party
pricing vendors. Northern Trust has a well established process
to validate all prices received from pricing vendors. Prices are
compared to separate
non-binding broker quotes and other vendor price feeds to
ensure the fair value determination is consistent with GAAP
and to ensure the proper classification of assets and liabilities
in the fair value hierarchy.

As of December 31, 2011, all derivative assets and
liabilities were classified in Level 2 and approximately 98%,
measured on a notional value basis, related to client-related
and trading activities, predominantly consisting of foreign
exchange contracts. are valued
internally using widely accepted models that incorporate
inputs readily observable in actively quoted markets and do

independent sources such as

Derivative instruments

not require significant management judgment. Northern
Trust evaluated the impact of counterparty credit risk and its
own credit risk on the valuation of derivative instruments.
Factors considered included the likelihood of default by us
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and our counterparties, the remaining maturities of the
instruments, our net exposures after giving effect to master
netting agreements, available collateral, and other credit
enhancements in determining the appropriate fair value of our
derivative instruments. The resulting valuation adjustments
are not considered material.

As of December 31, 2011, the fair value of Northern
Trust’s Level 3 assets and liabilities were $178.3 million and
$56.8 million, respectively, and represented approximately 1%
of assets and 6% of liabilities carried at fair value, respectively.
Level 3 assets consist of auction rate securities purchased from
Northern Trust clients. The lack of activity in the auction rate
security market has resulted in a lack of observable market
inputs to use in determining fair value. Therefore, Northern
Trust incorporated its own assumptions about future cash
flows and the appropriate discount rate adjusted for credit and
liquidity factors. In developing these assumptions, Northern
Trust incorporated the contractual terms of the securities, the
type of collateral, any credit enhancements available, and
relevant market data, where available. As of December 31,
2011, Level 3 liabilities included financial guarantees relating
to contingent purchase considerations and standby letters of
credit. The fair value of contingent purchase consideration
liabilities is determined using an income-based (discounted
cash flow) model that incorporates Northern Trust’s own
assumptions about future cash flows and appropriate discount
rates. Northern Trust’s recorded liability for standby letters of
credit, reflecting the obligation it has undertaken, is measured
as the amount of unamortized fees on these instruments.

While Northern Trust believes its valuation methods for
its assets and liabilities carried at fair value are appropriate and
consistent with other market participants, the use of different
methodologies or assumptions, particularly as applied to
Level 3 assets and liabilities, could have a material effect on the
computation of their estimated fair values.

IMPLEMENTATION OF
ACCOUNTING STANDARDS

Information related to recent accounting pronouncements is
contained in Note 2 to the consolidated financial statements.

CAPITAL EXPENDITURES

Proposed significant capital expenditures are reviewed and
approved by Northern Trust’s senior management and, where
appropriate, by the Board. This process is designed to assure
that the major projects to which Northern Trust commits its
resources produce benefits compatible with its strategic goals.
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Capital expenditures in 2011 included ongoing
enhancements to Northern Trust’s hardware and software
capabilities as well as the enhancement of data and resiliency
centers and the expansion or renovation of several existing
and new offices. Capital expenditures for 2011 totaled $371.1
million, of which $274.2 million was for software, $57.4
million was for computer hardware and machinery, $27.9
million was for building and leasehold improvements, and
$11.6 million was for furnishings. These capital expenditures
are designed principally to support and enhance Northern
Trust’s transaction processing, investment management, and
asset servicing capabilities, as well as relationship management
and client interaction. Additional capital expenditures
planned for systems technology will result in future expense
for the depreciation of hardware and amortization of software.
Depreciation on computer hardware and machinery and
software amortization are charged to equipment and software
expense. Depreciation and leasehold
improvements and on furnishings is charged to occupancy
expense and equipment expense, respectively. Capital
expenditures for 2010 totaled $311.1 million, of which $220.6
million was for software, $62.5 million was for computer
hardware and machinery, $19.4 million was for building and
leasehold improvements, and $8.6 million was for furnishings.

on building

OFF-BALANCE SHEET ARRANGEMENTS

Assets Under Custody and Assets Under Management

Northern Trust, in the normal course of business, holds assets
under custody, management and servicing in a fiduciary or
agency capacity for its clients. In accordance with GAAP, these
assets are not assets of Northern Trust and are not included in
its consolidated balance sheet.

Financial Guarantees and Indemnifications

Northern Trust issues financial guarantees in the form of
standby letters of credit to meet the liquidity and credit
enhancement needs of its clients. Standby letters of credit
obligate Northern Trust to meet certain financial obligations
of its clients, if, under the contractual terms of the agreement,
the clients are unable to do so. These instruments are
primarily issued to support public and private financial
commitments, including commercial paper, bond financing,
initial margin requirements on futures exchanges and similar
transactions.

Credit risk is the principal risk associated with these
instruments. The contractual amounts of these instruments
represent the credit risk should the instrument be fully drawn
upon and the client default. To control the credit risk
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associated with issuing letters of credit, Northern Trust subjects
such activities to the same credit quality and monitoring
controls as its lending activities. Northern Trust is obligated to
meet the entire financial obligation of these agreements and in
certain cases is able to recover the amounts paid through
recourse against collateral received or other participants.

Standby letters of credit totaled $4.3 billion at
December 31, 2011 and 2010. These amounts include $608.2
million and $602.3 million of standby letters of credit secured
by cash deposits or participated to others as of December 31,
2011 and 2010, respectively. The weighted average maturity of
standby letters of credit was 27 months at December 31, 2011
and 20 months at December 31, 2010.

As part of the Corporation’s securities custody activities
and at the direction of clients, Northern Trust lends
securities owned by clients to borrowers who are reviewed and
approved by Northern Trust’s Senior Credit Committee. The
borrower is required to fully collateralize securities received
with cash or marketable securities. As securities are loaned,
collateral is maintained at a minimum of 100 percent of the
fair value of the securities plus accrued interest, with the
collateral revalued on a daily basis. In connection with these
activities, Northern Trust has issued certain indemnifications
to clients against loss that is a direct result of a borrower’s
failure to return securities when due, should the value of such
securities exceed the value of the collateral posted. The
amount of securities loaned as of December 31, 2011 and 2010
subject to indemnification was $74.4 billion and $74.9 billion,
respectively. Because of the credit quality of the borrowers and
the requirement to fully collateralize securities borrowed,
management believes that the exposure to credit loss from this
activity is not significant.

Variable Interests

Variable Interest Entities (VIEs) are defined within GAAP as
entities which either have a total equity investment that is
insufficient to permit the entity to finance its activities without
additional subordinated financial support or whose equity
investors lack the characteristics of a controlling financial
interest. Investors that finance a VIE through debt or equity
interests, or other counterparties that provide other forms of
support, such as guarantees, subordinated fee arrangements, or
certain types of derivative contracts, are variable interest
holders in the entity and the variable interest holder, if any,
that has both the power to direct the activities that most
significantly impact the entity and a variable interest that could
potentially be significant to the entity is deemed to be the VIE’s
primary beneficiary and is required to consolidate the VIE.
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Leveraged Leases. In leveraged leasing transactions,
Northern Trust acts as lessor of the underlying asset subject to
the lease, and typically funds 20% of the asset’s cost via an
equity ownership in a trust with the remaining 80% provided
by third party non-recourse debt holders. In such transactions,
the trusts, which are VIEs, are created to provide the lessee use
of the property with substantially all of the rights and
obligations of ownership. The lessee’s maintenance and
operation of the leased property has a direct effect on the fair
value of the underlying property, and the lessee also has the
ability to increase the benefits it can receive and limit the
losses it can suffer by the manner in which it uses the
property. As a result, Northern Trust has determined that it is
not the primary beneficiary of these VIEs given it lacks the
power to direct the activities that most significantly impact the
economic performance of the VIEs.

Tax Credit Structures. Northern Trust invests in
affordable housing projects that are designed to generate a
return primarily through the realization of tax credits. The
affordable housing projects are formed as limited partnerships
and LLCs, and Northern Trust typically invests as a limited
partner/investor member in the form of equity contributions.
The economic performance of the affordable housing projects,
which are deemed to be VIEs, is driven by the performance of
their underlying investment projects as well as the VIEs” ability
to operate in compliance with the rules and regulations
necessary for the qualification of tax credits generated by
equity investments. Northern Trust has determined that it is
not the primary beneficiary of these VIEs as it lacks the power
to direct the activities that most significantly impact the
economic performance of the underlying project or to affect
the VIEs’ ability to operate in compliance with the rules and
regulations necessary for the qualification of tax credits
generated by equity investments. This power is held by the
general partners and managing merabers who exercise full and
exclusive control of the operations of the VIEs.

Trust Preferred Securities. As discussed in further detail
in Note 13 to the consolidated financial statements, in 1997,
Northern Trust issued Floating Rate Capital Securities, Series
A and Series B, through statutory business trusts wholly-
owned by the Corporation (“NTC Capital I” and “NTC
Capital 11, respectively). The sole assets of the trusts are
Subordinated Debentures of Northern Trust Corporation that
have the same interest rates and maturity dates as the
corresponding distribution rates and redemption dates of the
Floating Rate Capital Securities. NTC Capital I and NTC
Capital 1I are considered VIEs; however, as the sole asset of
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each trust is a receivable from the Corporation and the
proceeds to the Corporation from the receivable exceed the
Corporation’s investment in the VIES® equity shares, the
Corporation is not permitted to consolidate the trusts, even
though the Corporation owns all of the voting equity shares of
the trusts, has fully guaranteed the trusts’ obligations, and has
the right to redeem the preferred securities in certain
circumstances.

Investment Funds. Northern Trust acts as asset manager
for various funds in which clients of Northern Trust are
investors. As an asset manager of funds, the Corporation earns
a competitively priced fee that is based on assets managed and
varies with each fund’s investment objective. Based on its
analysis, Northern Trust has determined that it is not the
primary beneficiary of these VIEs under GAAP.

As discussed in further detail in Note 28 to the
consolidated financial statements, in November 2011, the
Corporation purchased $90 million of securities at par from
three investment funds (Funds). The securities were
purchased to avoid the risk of the Funds being downgraded
which could force certain holders to liquidate their
investments. Northern Trust has no further obligations related
to these actions as of December 31, 2011. As Northern Trust
has no current plans to provide any support additional to that
which is noted above, the maximum exposure to loss from its
implicit interest in the Funds is the price paid to acquire the
securities from the Funds. Any potential future support would
be evaluated based upon the specific facts and circumstances
and with careful consideration as to the potential impact on
Northern Trust’s ability to maintain its well-capitalized status
and meet its operational needs.

Under GAAP, the above actions reflect Northern Trust’s
implicit interest in the credit risk of the affected Funds.
Implicit interests are required to be considered when
determining the primary beneficiary of a variable interest
entity. The Funds were designed to create and pass to investors
interest rate and credit risk. In determining whether Northern
Trust is the primary beneficiary of these Funds, an expected
loss calculation based on the characteristics of the underlying
investments in the Funds is used to estimate the expected
losses related to interest rate and credit risk, while also
considering the relative rights and obligations of each of the
variable interest holders. This analysis concluded that interest
rate risk is the primary driver of expected losses within the
Funds. As such, Northern Trust has determined that it is not
the primary beneficiary of the Funds and is not required to
consolidate them within its consolidated balance sheet.

2077 ANNUAL REPORT TO SHAREHOLDERS

43

In 2008, Northern Trust entered into CSAs with certain
fund entities (CSA Funds) which held notes, asset backed
securities, and other instruments whose values had been
adversely impacted by widening risk premiums and liquidity
spreads and significant rating agency downgrades. As of
December 31, 2009, all CSAs had expired in connection with
the final settlements of covered securities. However, under
prior accounting standards the CSA Funds were considered
VIEs and the CSAs reflected Northern Trust’s implicit variable
interest in the credit risk of the affected CSA Funds. The CSA
Funds were designed to create and pass to investors interest
rate and credit risk. In determining whether Northern Trust
was the primary beneficiary of the CSA Funds during the
period in which the CSAs were in place, expected loss
calculations based on the characteristics of the underlying
investments in the CSA Funds were used to estimate the
expected losses related to interest rate and credit risk, while
also considering the relative rights and obligations of each of
the variable interest holders. These analyses concluded that
interest rate risk was the primary driver of expected losses
within the CSA Funds. As such, Northern Trust determined
that it was not the primary beneficiary of the CSA Funds and
was not required to consolidate them within its consolidated
balance sheet.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity Risk Management

The objectives of liquidity risk management are to ensure that
Northern Trust can meet its cash flow obligations under both
normal and adverse economic conditions while maintaining
its ability to capitalize on business opportunities in a timely
and cost effective manner. The liquidity of the Corporation is
managed separately from that of the Bank which encompasses
all of Northern Trust’s U.S. and international banking
activities.

Governance and Risk Management Framework

Northern Trust manages its liquidity under a global risk
management framework, incorporating regional policies,
limits and management when appropriate. Corporate liquidity
policies, risk appetite and limits are reviewed annually by the
Business Risk Committee of the Board and approved by the
Board. Management’s Corporate Asset and Liability Policy
Committee (ALCO) is responsible for recommending
liquidity policies to the Board, establishing internal guidelines,
approving contingency plans, assessing Northern Trust’s
overall liquidity status, and reviewing reports and analyses on
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a regular basis. The Corporate Treasury department has the
day-to-day responsibility for measuring, analyzing and
managing liquidity risk within the guidelines and limits
established by ALCO and the Board.

Northern Trust's Global Liquidity —Management
framework focuses on five key areas: Position Management;
Modeling and Analysis; Contingency Planning; Peer Group
Comparisons and Management Reporting; while providing
for the review and management of the liquidity of the
Corporation separate from that of the Bank. It is through this
framework that management monitors its sources and uses of
liquidity, evaluates their level of stability under various
circumstances, plans for adverse situations, benchmarks itself
against other banks, provides information to management,
and complies with various U.S. and international regulations.

Northern Trust Consolidated Liquidity Management

Position management includes daily monitoring of cash
positions and anticipating future funding requirements given
both internal and external events. As the Corporation’s
principal subsidiary, encompassing all of Northern Trust’s
banking activities, the Bank centrally manages liquidity for all
U.S. and international banking operations. Liquidity is
provided by a variety of sources, including client deposits
(institutional and personal) from our C&IS and PFS
businesses, wholesale funding from the capital markets,
maturities of short-term investments, and unencumbered
liquid assets that can be sold or pledged to secure additional
funds. While management does not view the Federal Reserve’s
discount window as a primary source of liquidity, at
December 31, 2011 the Bank had over $20 billion of securities
and loans readily available as collateral to support discount
window borrowings. The Bank is also very active in the U.S.
interbank funding market, providing an important source of
additional liquidity and low-cost funds. Liquidity is used by a
variety of activities, including client withdrawals, purchases of
securities, net loan growth, and draws on unfunded
commitments to extend credit. Northern Trust maintains a
very liquid balance sheet with loans representing 29% of total
assets as of December 31, 2011, Further, at December 31, 2011
there were significant sources of liquidity within the Bank’s
consolidated balance sheet in the form of securities available
for sale and short-term money market assets. Unencumbered
securities at the Bank, which include those placed at the
Federal Reserve discount window, exceeded $25 billion at
December 31, 2011.
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Liquidity modeling and analysis evaluates a bank’s ability
to meet its cash flow obligations given a variety of possible
internal and external events and under different economic
conditions. Northern Trust uses liquidity modeling to support
its contingent liquidity plans, gain insight into its liquidity
position and strengthen its liquidity policies and practices.
Liquidity modeling is performed using multiple independent
scenarios, across major currencies, at a consolidated corporate
level and for various U.S. and international banking
subsidiaries. These scenarios, which include both company
specific and systemic events, analyze potential impacts on our
domestic and foreign deposits, wholesale funds, financial
market access, external borrowing capacity and off-balance
sheet obligations.

Another important area of Northern Trust’s liquidity risk
management is the development and maintenance of its
contingent liquidity plans. A global contingent liquidity action
plan covering the Corporation, Bank and major subsidiaries is
approved by ALCO and regularly updated and tested. This
plan, which can be activated in the event of an actual liquidity
crisis, details organizational responsibilities and defines
specific actions designed to ensure the proper maintenance of
liquidity during periods of stress. In addition, international
banking subsidiaries have individual contingent liquidity
plans, which incorporate the global plan.

Northern Trust also analyzes its liquidity profile against a
peer group of large U.S. bank holding companies, including
other custody banks. This analysis provides
management with benchmarking information, highlights
industry trends, and supports the establishment of new
policies and strat