M&T BANK CORPORATION 2015 ANNUAL REPORT



Cover Art: American artist Man Ray created an important early body of work while residing in an art colony in Ridgefield,
New Jersey, from 1913 through 1915. Ridgefield Landscape was a seminal work for the artist and among the first of his modernist
paintings. It reflects the artist’s attraction to the severe, geometric qualities of the works of certain Post-Impressionists.
Simplifying and flattening the forms of the countryside, he translated houses, trees and terrain into a two-dimensional study

of interlocking, overlapping planes — a “new reality.”

Man Ray’s Ridgefield Landscape is housed in the Montclair Art Museum, which opened in 1914 in the tree-lined, residential
area of Montclair, New Jersey. It was a pioneer of its time as one of the country’s first museums to primarily collect American art.

Rooted in its values of diversity and creativity, the museum understands the importance of art to society.

This is the latest in the series of annual reports to feature the work of artists with strong connections to the communities

served by M&T Bank.

Man Ray (1890-1976), Ridgefield Landscape, 1913, oil on canvas, Montclair Art Museum, gift of Naomi and David Savage, 1998.13
© Man Ray Trust / Artists Rights Society (ARS), NY / ADAGP, Paris 2015
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The annual meeting of shareholders will take place at 11:00 a.m. on

April 19, 2016 at One M&T Plaza in Buffalo.

M&T Bank Corporation is a bank holding company headquartered in
Buffalo, New York, which had assets of $122.8 billion at December 31, 2015.
M&T Bank Corporation’s subsidiaries include M&T Bank and Wilmington

Trust, National Association.

M&T Bank has banking offices in New York State, Maryland, New Jersey,
Pennsylvania, Delaware, Connecticut, Virginia, West Virginia and the

District of Columbia. Major subsidiaries include:

®» M&T Insurance Agency, Inc. » M&T Securities, Inc.
® M&T Real Estate Trust ® Wilmington Trust Company
» M&T Realty Capital Corporation ® Wilmington Trust Investment Advisors, Inc.



M&T Bank Corporation and Subsidiaries

Financial Highlights

2015 2014 Change
For the year
Performance Net income (thousands) ................ $1,079,667 $1,066,246 + 1%
Net income available to common
shareholders—diluted (thousands).... 987,724 978,581 + 1%
Return on
Average assets ... 1.06% 1.16%
Average common equity .............. 8.32% 9.08%
Net interest margin..................... 3.14% 3.31%
Net charge-offs/average loans........... 19% 19%
Per common share data Basicearnings ....................... $ 722 $ 747 - 3%
Diluted earnings ....................... 7.18 7.42 - 3%
Cash dividends......................... 2.80 2.80 -
Net operating Net operating income (thousands) ...... $1,156,637 $1,086,903 + 6%
(tangible) results® Diluted net operating earnings
per common share ................... 7.74 7.57 + 2%
Net operating return on
Average tangible assets............... 1.18% 1.23%
Average tangible common equity. ..... 13.00% 13.76%
Efficiency ratio® ....................... 57.98% 59.29%
At December 31
Balance sheet data (millions) Loans and leases,
net of unearned discount ............. $ 87,489 $ 66,669 + 31%
Total assets .....ooveiiiiiieann, 122,788 96,686 + 27%
DepPOSitS. . .v vt 91,958 73,582 + 25%
Total shareholders’ equity .............. 16,173 12,336 + 31%
Common shareholders’ equity .......... 14,939 11,102 + 35%
Loan quality Allowance for credit losses to total loans 1.09% 1.38%
Nonaccrual loans ratio.................. 91% 1.20%
Capital Common equity Tier 1 ratio® ........... 11.08% N/A
Tier 1 risk-based capital ratio ........... 12.68% 12.47%
Total risk-based capital ratio............ 14.92% 15.21%
Leverage ratio ..........coovvueuennenn.. 10.89% 10.17%
Total equity/total assets ................ 13.17% 12.76%
Common equity (book value) per share. . $ 93.60 $ 83.88 + 12%
Tangible common equity per share....... 64.28 57.06 + 13%
Market price per share
CloSINg. .o \voi e 121.18 125.62 - 4%
High......ooooiii 134.00 128.96
LOW. oo 111.50 109.16

@Excludes amortization and balances related to goodwill and core deposit and other intangible assets and merger-related expenses which,
except in the calculation of the efficiency ratio, are net of applicable income tax effects. A reconciliation of net income and net operating
income appears in Item 7, Table 2 in Form 10-K.

® Excludes impact of merger-related expenses and net securities gains or losses.

©Final Basel IIT rules became effective for M&T Bank Corporation and its subsidiary banks on January 1, 2015.



2011 | 2012 | 2013 @ 2014 | 2015 2011 | 2012 @ 2013 | 2014 | 2015

0 $6.55  $7.88 $8.48 $7.57  $7.74 n $66.82 $72.73 $79.81 $83.88 $93.60
B $6.35 $7.54 $8.20  $742  $718 B $3779 $44.61 $5245 $57.06 $64.28
0 Diluted net operating® @ Shareholders’ equity per common share
B Diluted at year-end
B Tangible shareholders’ equity per common
share at year-end

2011 2012 2013 2014 2015 2011 2012 2013 2014 @ 2015
0 $884.3 $1,072.5 $1,174.6 $1,086.9 $1,156.6 0 17.96% 1942% 17.79% 13.76% 13.00%
B $859.5 $1,029.5 $1,138.5 $1,066.2 $1,079.7 B 9.67% 10.96% 10.93% 9.08% 8.32%
1 Net operating income® " Net operating return on average tangible
B Net income common shareholders’ equity®

@ Return on average common shareholders’
equity

®Excludes merger-related gains and expenses and amortization of intangible assets, net of applicable income tax effects.

A reconciliation of net operating (tangible) results with net income is included in Item 7, Table 2 in Form 10-K.
iii



Message to Shareholders



he past year was another challenging one for the U.S. banking industry,
testing the viability of business models and the ability of management

teams at community-focused banks of all sizes across the country.

Complex, still-evolving regulatory requirements confront the industry
and continue to drive heightened investment in compliance, risk and capital
management infrastructure. A slow and uneven economic recovery, an
unusually persistent low-rate environment, concerns abroad and rising
competition from outside the regulated banking industry all placed further

performance and consolidation pressures on small and mid-sized banks.

M&T’s results were impacted by such factors in 2015, as they
have been over the past several years. The progress we made on our risk
management infrastructure earned some measure of validation through
the approval and completion of the merger with Hudson City Bancorp,
Inc. (“Hudson City”). It was an arduous journey, one that validated the
need for those investments as well as extraordinary regulatory compliance
costs, while reaffirming that scale, efficiency and credit discipline remain

as competitive advantages.

Using generally accepted accounting principles (“GAAP”), net
income was $1.08 billion in 2015, an increase of 1% from $1.07 billion in
2014, while diluted earnings per common share registered $7.18 in 2015,

a decrease of 3% from the earlier period. The impact of merger and
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acquisition charges incurred in connection with the consummation of the
Hudson City transaction on the first day of last November dampened those

2015 results by $61 million net of tax, or 44 cents per common share.

Following our traditional practice, which helps investors better
understand the impact of merger activity on M&T’s financial statements,
we also provide M&T’s results on a “net operating” or “tangible” basis.
Net operating results exclude the effect of intangible assets as well as
the after-tax impact of merger-related expenses on both the income
statement and balance sheet. Such charges are akin to the cost of entry
in consummating a merger and will not continue as part of the normal,
ongoing expense required to operate the new franchise. Under this
measure, M&T’s net operating income was $1.16 billion last year, improved
by 6% from $1.09 billion the year prior. Diluted net operating income per
common share amounted to $7.74 in 2015, a 2% rise from 2014. The net
operating results for 2015, expressed as a rate of return on average tangible
assets and average tangible common shareholders’ equity, were 1.18% and

13.00%, respectively.

M&T’s primary source of revenue is net interest income, comprised
of interest received on loans and investments, less interest paid on deposits
and borrowings, which, expressed on a taxable-equivalent basis, was
$2.9 billion for 2015, an increase of 6% from the prior year. Two somewhat
offsetting factors combined to affect that rate of growth. First, average
earning assets increased by $9.5 billion or 12%. Tempering the positive
contribution from that growth, however, was a narrowing of the net interest
margin, which is taxable-equivalent net interest income expressed as a

percentage of average earning assets. Let’s review the details.



Average loans notched a 10% increase of $6.2 billion, rising to
$70.8 billion, while average holdings of investment securities grew by
$2.9 billion to nearly $14.5 billion. Those investment securities expanded
M&T’s layer of high-quality liquid assets, funds which otherwise could
be used to expand lending, but which are being held in reserve so that
they can be readily turned into cash in times of economic stress. Total
loans at December 31, 2015 were $87.5 billion, inclusive of loans acquired

from Hudson City.

The net interest margin was 3.14% in 2015, a decrease of 17 basis
points from 3.31% the year before. The pressure on the net interest margin
continued as a result of the low interest rate environment that prevailed
throughout most of the year. Those pressures began to ease in late
December, when the Federal Reserve raised its benchmark interest rate by

0.25%—the first increase since June 2006, some nine and a half years ago.

As the economy continued to improve during the year, however
slowly, the repayment performance of M&T’s loan portfolio remained
steady. Net charge-offs expressed as a percentage of average loans
outstanding were 0.19%, unchanged from the same figure in 2014 and
just over half the bank’s long-term average of 0.36% since 1983. Expressed
in dollar terms, net charge-offs were $134 million, compared with $121
million in the prior year. M&T’s allowance for losses on loans and leases
stood at $956 million as of December 31, 2015, representing 1.09% of

loans outstanding.

Non-interest income from fees and other sources totaled $1.8

billion in 2015, an increase of 3% from 2014. Revenues from mortgage
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banking increased by 4% over the prior year to $376 million. Trust income
declined by 7% to $471 million, which reflects the April divestiture of
Wilmington Trust’s trade processing business and its associated revenues.
This transaction is representative of our efforts to direct resources towards
services that will provide the most value to our clients over time. In
connection with the divestiture, M&T realized a $45 million gain, included

in other revenue from operations.

Non-interest expense increased to $2.8 billion, up from $2.7 billion
in the previous year. The increase primarily reflects the impact of the
Hudson City merger, which includes two months of its operating expenses
as well as $76 million of pre-tax merger-related expenses. The efficiency
ratio, the cost to produce a dollar of revenue expressed in percentage
terms, improved from 2014 by 1.31 percentage points, to 57.98%. Adjusting
for the impact of the merger and a $40 million contribution to the M&T
Charitable Foundation made in the second quarter, expenses declined

slightly from 2014.

Upon reflection, our financial performance and condition in
2015 merit no small measure of pride. Considering the environment, our
businesses have performed remarkably well. The retail banking business
opened 178,119 consumer checking accounts, issued 38,001 credit cards,
originated 63,665 auto loans totaling $1.5 billion and wrote 20,234
mortgages totaling $4.2 billion. On the commercial side, 17,714 loans
totaling $19.4 billion were underwritten. Wilmington Trust was appointed
to act as the trustee or agent on 4,149 new corporate debt, loan agency,

structured finance and equipment finance transactions generating over



$8 billion of average deposit and investment fund balances. The wealth
advisory services group was engaged by 330 new clients to provide them

with services to manage and preserve their assets.

M&T’s fundamental performance in 2015, against the backdrop
of the competitive environment and the significant investment made
in its risk management infrastructure, remained strong relative to the
industry, as evidenced by a return on tangible common equity of 13.0%,
which is above the median of the 20 largest commercial bank holding
companies headquartered in the United States. Over the past year, M&T’s
tangible book value per share, an important measure of value creation for
investors, grew by 12.7%, significantly outpacing this entire group. Over
the past five years, our compound annualized growth rate of 14.1% was

exceeded by just two others.

M&T has long prided itself on a patient approach to mergers
and acquisitions, entering into partnerships that made sense and which
were additive to shareholder value. We are not motivated by growth for
growth’s sake and, even while cognizant of gaps that may exist in our
geographic footprint, prudence has always dictated that we wait for the
right opportunities for expansion. Such was the case with Hudson City,
in which we moved in a meaningful way into new, adjacent markets
with 135 branches utilized by 217,707 consumer households with
553,067 accounts. The fact that this merger was immediately accretive
to operating earnings and tangible book value per share, and brought an
increase of as much as 80 basis points to our regulatory capital ratios,
demonstrates our unwavering commitment to the careful stewardship

of our shareholders’ capital.



OUR EVOLVING APPROACH

In 1983, or 33 years ago, I became Chief Executive Officer of M&T Bank.
During that period, the bank’s total assets have grown from $2.1 billion

to $122.8 billion. Concurrently, its earnings grew from $5.3 million

to $1.1 billion, its personnel complement from 2,096 to 17,476 and its
branches from 59 to 811. The value of its shares grew at a compounded rate
of 14.8%—the best return of the 100 largest banks that were in existence

at that time—only 23 of which are still around today. M&T is among the
eight banks that are able to borrow money in the public marketplace at the
narrowest of spreads and is one of just seven banks out of the top 20 that
have a rating of B+ or better in the S&P Stock Guide. During the financial
crisis, it was one of just two commercial banks out of 20 then included in
the S&P 500 that did not reduce its dividend, and at no point in the last

33 years has it had to raise additional common equity in the public markets.
Within the entire universe of 586 U.S. publicly traded stocks that have
traded continuously since January 1, 1980, M&T’s annualized total return
through the end of 2015, including reinvested dividends, of 18.7% ranks
twenty-fifth. Berkshire Hathaway, widely considered the gold standard for

shareholder returns, returned 19.5%, ranking sixteenth in the same analysis.

The bank continues to maintain its headquarters in Buffalo, New
York, where it was founded 160 years ago and where today almost 40%
of our employees still work. Until 2003, save for a boutique operation in
New York City, M&T’s franchise was essentially located in Rust Belt cities
that are poorer than the national average—many in locations where people

know when you are born and care when you die.



M&T has always focused on serving its communities. It has had
the highest possible Community Reinvestment Act (“CRA”) rating from
its federal regulator since 1983. M&T encourages its colleagues to get
involved with those institutions that enhance a community’s quality of
life, and it has made $190 million in charitable contributions during the
past 10 years. Last year alone, M&T employees contributed 307,873 hours

of their time and served on 2,115 not-for-profit boards.

The bank also spends a great deal of time recruiting and
developing its colleagues. In the last 10 years it has, without interruption,
continued its long-standing practice of adding young talent to its ranks,
enlisting 842 recent college and business school graduates into its
training programs. These young people—combined with more seasoned
external hires, all of whom bring a widely varied set of backgrounds and
viewpoints—engender diversity that broadens our perspective, enriches
the workplace and ultimately results in better dialogue. The bank further
establishes bench strength by rotating high potential colleagues into
different disciplines and geographies. Today, there are more than 800

who have worked in two locations, and 84 in three.

M&T has 14 members on its Management Committee and they
have been with the bank an average of 25 years. Bank-wide, the tenure
of M&T’s employees averages 10.4 years—more than twice that of the
financial services industry. These colleagues exhibit an intense personal
responsibility to the bank and to one another. Their tenure and tenacity
have meant that the bank has always gone the extra mile to correct any

single mistake in its transactions or weakness in its overall systems.
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M&T concentrates on details—on getting things right no matter the
amount of work involved—and demands the highest moral conduct of its
colleagues. Fundamentally, M&T focuses on its clients and tries to do the
right thing the right way. Taken together, these traits are part of the bank’s

culture—overarching principles that have been essential to its success.

It is in this context, with a sense of humility, that we say it should
not have required a reminder from our regulators that stronger systems,
programs and infrastructure were needed for a bank of our current size
and complexity. We fell behind in building our risk management processes
and have come to learn—the hard way—that the task of catching up is
far more costly than simply keeping pace. This is a lesson that we have
embraced and will not readily forget. The experience of the past three

years has been additive to our cultural DNA.

We have worked tirelessly since 2013 to put our house in order.
M&T has engaged 12 consulting firms at an aggregate cost of $178 million
over that time. The team handling the anti-money laundering program,
consumer and corporate compliance, as well as capital planning and stress
testing and other risk management areas increased from 128 to 807. Our
overall cost of compliance, which peaked at $441 million in 2014, retreated

somewhat to $432 million last year.

M&T has built a vast and intricate system for capturing and tracking
additional information and augmenting knowledge of our customers.
We have already completed reviews of 71% of our 3,558,681 M&T clients
that are required to go through the new process for determining risk of

money laundering or other financial crimes. Imagine the permutations



of letters, emails, phone calls and meetings it took to gather the required
intelligence. We are cognizant of the inconvenience to our customers and
aware that it came as the result of our having to play catch-up. By our own
estimate, it was necessary to contact some individuals or businesses nearly
five times to successfully collect the needed material. While we regret the
necessity of putting our customers through this process, we do not regret
the fact that we are now closer to those customers and know them better
than ever before. And given the intensity with which we have tracked

down the additional data, they most assuredly know us!

In addition to updating client profiles, the bank continues to
screen transactions for suspicious activity. In 2015, M&T’s automated
monitoring system reviewed 768,984,034 transactions for signs of
suspicious activity. Such scrutiny, along with the use of other money
laundering detection tools, may help in uncovering financial crimes,
money laundering or a terrorist cell by flagging transactions emanating

from local establishments to notorious locations around the world.

So too has our capital governance process, put in place to ensure
the bank’s capital structure is sufficiently robust, strengthened our
internal planning and improved risk awareness across the bank. The
publicly disclosed results of this process give the investment community
more insight as to how M&T and its peers would perform in stressed

economic conditions.

New capital rules provide better differentiation among the
types of activities that M&T and other banks engage in by applying higher

risk-weightings to assets such as equity exposures, certain trading
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portfolios, derivatives and securitizations, whether accounted for on or

off bank balance sheets.

M&T’s risk management infrastructure is, without a doubt, broader
and more comprehensive. A steadfast commitment spans the organization,
including intense involvement from both executive management and the
Board of Directors. The Risk Committee of the Board provides oversight
of a robust risk governance structure and, last year, convened 16 times
to review 5,673 pages of materials and produced 141 pages of minutes.
Executive management is actively engaged through the Management
Risk Committee, which serves as the central forum for the identification
and escalation of key risks. Organized under that body are eight Risk
Governance Committees, each of which has oversight of a specific risk
category. Since the implementation of this governance regime nearly two
years ago, these committees have met 222 times to discuss existing, new
and emerging risks, reviewed 34,196 pages of presentations and reports
and produced 1,329 pages of meeting minutes. The comprehensive reach
of the risk management framework that spans 189 committees across the
bank has become a catalyst for improvement. For example, the quality
of data has been enhanced, as has the transparency of information. The
organization is, as a matter of consequence, more vigilant and more adept

at policing itself.

There is little question that the lens of time has sharpened our
perspective. M&T needed to improve its foundational infrastructure in
order to deal with the challenges and pace of change of the world today.

The bank has reinforced its risk management in a manner designed to
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support an organization that aspires to grow. This is not to say that our
work is done—ongoing investment in compliance, technology, systems and
personnel will be needed to keep pace with the evolving financial industry

landscape well into the future.

THE ROLE OF TRADITIONAL BANKING

It is hardly the case that M&T and 6,174 other U.S. banks and thrifts are
entirely content with the current environment in which we operate. The
U.S., and indeed the global economy, suffered a financial crisis of horrific
proportions—one in which a handful of banks, but not all, played a pivotal
role. In its wake, public officials, reflecting the mood of the public at large,
demanded change—and change, most assuredly, they have seen. Yet, from
a banker’s perspective, the very word “bank” continues to be convenient
political shorthand for financial shenanigans. For institutions that see
local banking as both a service and a calling, convincing officials of our

good intentions feels like a Sisyphean task.

Just as M&T needed to keep pace with the rapid changes that
have occurred in the world since the crisis, so too must the industry, the
government and the public be cognizant of the need to stay abreast of the

swiftly changing environment and move forward.

Since the 1980s, government agencies, regulators and politicians,
in combination with market forces, have shifted the equilibrium of the
banking industry. New entrants, public policy and enhanced regulatory
oversight have all contributed to this change. In this environment,
just at a time when disadvantaged members of our communities are in

need, regional banks find themselves playing a diminished role in their
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traditional activity of supporting economic growth by taking deposits,
extending credit and facilitating trade and commerce. A restoration
of those crucial roles will require a healthier dialogue between bankers
and regulators, an appreciation of the unintended consequences

of new policies, a grasp of the implications of technological change,
and an understanding of the rapidly evolving financial services

industry as a whole.

IMPROVING THE DIALOGUE: Though small and mid-sized banks
played little, if any, role in the crisis, they have been swept into this
vast change, and the resulting disproportionate burden is distracting
them from their traditional focus on servicing local families, businesses
and farmers. Despite a shared objective of maintaining the safety

and soundness of the financial system, today’s banking environment

is typified by a relationship between institutions and governing
agencies that is less than collaborative—a product, it seems, of a
political atmosphere where pressure remains upon banks to prove
themselves reformed.

There is sometimes a lack of coordination among different
agencies. Post-crisis regulation conferred new powers and created new
governing bodies. Each agency is attempting to administer and exercise
its granted authority. However, various regulatory organizations can have
different criteria for assessing the same issue. For example, M&T had
three different agencies analyze its mortgage portfolio, and each required
a unique sample of mortgages that the other two had not seen. In 2015,

M&T underwent 36 different inspections across 10 agencies. Each review
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brought as many as 15 regulators to the bank and, at one point last
year, eight exams were being conducted simultaneously. In the past,
some of the supervisory bodies conducted their examinations together,
compiled their findings, and then made a joint presentation to an
organization’s board of directors. More recently, such reviews have
been conducted separately and accompanied by individual written
reports and presentations to a bank’s board. This inevitably results

in fragmented assessments of banks and makes it difficult for banks

in defining priorities to facilitate necessary change.

A measure of improved coordination could help in reducing
some of the unnecessary duplicative work needed to fulfill regulatory
requests, and free up resources to make faster progress in reforming the
system, allowing for a rebalancing of our responsibilities toward serving

our customers.

Dodd-Frank created the Consumer Financial Protection Bureau

(“CFPB”)—an agency whose mandate is as simple as it is broad: consumer

protection. For 72 years, the Federal Trade Commission was tasked with
protecting consumers from “unfair” or “deceptive” business practices.
With its inception, Dodd-Frank added the term “abusive.” Although

the CFPB has power under the law to promulgate regulations to ensure

clarity, no further definition of this term has been published, creating a

“you’ll know it—when I see it” atmosphere, leaving banks uncertain about

what is required to remain above reproach.

While these are but a few examples, the recurring theme is

that banks have been working with new regulations that are constantly
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evolving, sometimes with a lack of clarity, but always with a certain degree
of urgency. In that regard, M&T is no different from regional banks that
have always endeavored to provide banking services in a manner that
governing agencies, shareholders, clients and communities would find
exemplary. However, that task becomes increasingly difficult when the
rules of the game and the supervisory process are, at times, managed in a
conflicting manner. Amidst the uncertainty and angst that this engenders,
it is difficult for traditional banks to use their renewed culture, fortified

by heightened risk management and compliance discipline, in the service

of their core mission.

APPRECIATING CONSEQUENCES OF PUBLIC POLICY: History has
demonstrated that thoughtful legislation can accelerate and even pivot
the direction in which our country’s economy moves. However, we are
reminded frequently that unintended consequences can arise out of the
best of intentions. Not only do the benefits often not reach their intended
recipients but, at times, previously unforeseen issues emerge as a result.
The Federal National Mortgage Association (“Fannie Mae”) and
The Federal Home Loan Mortgage Corporation (“Freddie Mac”) were
created with the laudable goal of increasing home ownership. These
institutions were granted regulatory and capital advantages that, combined
with their implicit U.S. government guarantee, allowed them to dominate
competition from the private market. Fannie Mae and Freddie Mac began
pursuing non-traditional mortgage loan programs—moving into the
subprime and Alt-A market segments characterized by lower credit quality.

By the eve of the financial crisis, they had extended 39% of the $4.6 trillion



of those mortgages then in existence—loans that subsequently resulted

in large scale defaults and borrowers losing their homes.

In 2010, the government eliminated the federal guarantee
program and began exclusively originating loans directly to students,
with the promise of reducing the cost of the program to taxpayers. College
education debt outstanding at that time was $811 billion. By the end of 2015,
that figure had grown to $1.3 trillion. In fact, student loans are the fastest
growing category of consumer debt, now ranking as the second largest, after
mortgage loans. The average student debt at graduation has risen by 56%
over the past 10 years, from $18,550 to $28,950. Ninety-day delinquency
rates have risen sharply from 6.4% to 11.6% over the past decade—a
harbinger of higher losses, whose cost will ultimately be borne by taxpayers.
At the same time, increased debt burdens are contributing to lower rates
of household formation and home ownership as well as reduced business

start-ups among the generation of recent college graduates.

Beyond these unintended results, there are other areas in which
it is difficult to understand whether the benefits of public policy have

reached the intended recipients.

The Small Business Administration’s (“SBA”) 7(a) guaranteed loan
program is intended to expand access to capital for small businesses, yet
only about a third of the country’s commercial banks participate in it and
the number declined by 13% between 2012 and 2015. Since the recession,
the SBA has attempted to simplify program requirements and streamline

processes in order to boost borrower participation. Commercial loans
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under $1 million are deemed by the government to be “small business”

in nature. Despite program improvements, SBA-backed loans under

$1 million are 40,047 units or 41.3% below their 2007 pre-recession levels.
The SBA program remains too cumbersome for many banks to use in
extending credit to small businesses. It is hardly surprising that credit
availability as measured by CRA data for loans under $1 million remains

34.9% below 2007 levels, a decline of nearly $115 billion.

The Durbin Amendment, included in the Dodd-Frank legislation,
imposed price controls on the interchange fees that banks could charge
retailers, with the expectation that annual savings—which a recent
academic study estimated at up to $8 billion per year—would be passed on
to consumers and smaller merchants. Researchers found that, despite the
creation of such “savings,” there was no evidence that consumers and small
businesses saw any of it. Instead, the study concluded, big-box retailers

were the real winners.

The collective goal of all stakeholders in the financial system—the
banking industry, the regulators, the legislators, and the public—should
be to foster a safer and more productive environment in order to create a
fair, equitable, growth-oriented, yet transparent system that promotes the
expansion of the overall economy and the betterment of businesses and
consumers alike. As we do this, we must also be keenly cognizant of the
absolute imperative that the most disadvantaged members of society not

be left behind in the wake of these efforts.



TECHNOLOGY AND ITS IMPLICATIONS: Rapidly changing technology

in combination with the need for continued expenditure on compliance
infrastructure is creating a dual challenge for regional banks. Consumers
demand the ability to seamlessly interact with banks from anywhere

and on any number of devices. Traditional banks are increasingly caught

in a vise—they cannot afford to shortchange investment in the mobile

and online banking technologies that their clients want, as well as in

the cybersecurity that will keep their customers’ information and assets
safe from global criminals. Yet banks also have to simultaneously bear

the higher regulatory and compliance expenses and decreased revenues
brought about by legislation and regulation meant to address the ills of the
last crisis. The largest banks, on the other hand, are able to take advantage
of their massive size to shrug off the impact of compliance costs, fines and
penalties, and still have the wherewithal to invest in the latest technologies.
As aresult, they are increasingly gaining a competitive advantage over
these smaller banks. For instance, five of the largest banks were able to
grow their aggregate same-store retail deposit balances at a rate nearly
twice that of the rest of the industry over the last three years.

A recent J.D. Power and Associates® survey noted that mid-sized
and regional banks were seeing their long-held customer satisfaction
advantage over large banks erode, a development attributable primarily
to the large banks’ ability to meet customers’ quickly evolving preferences
in mobile and Internet banking. It would seem that a legislative canon that
purports to better regulate those institutions deemed “too big to fail” is

unwittingly creating a class of banks that may be “too small to succeed.”
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THE CHANGING LENDING LANDSCAPE: For centuries, banks have been
the principal source of financing for commerce and industry—bolstering
this country’s economy since before it was constituted a nation—and
operating under charters to gather deposits and make loans to businesses
as well as individuals. Forty years ago, nearly 70% of all private sector loans
were made by 19,372 banks and thrifts across the United States. Today,

just 48% of loans are made by one-third as many banks.

Lending standards have loosened over the last several years; the
markets across our regional footprint are intensely competitive, almost
frothy, with both pricing and loan structure coming under pressure. Loan
features such as interest-only payments for the life of the loan and fixed
rates for long periods of 10 to 15 years have re-emerged while pricing is
being pushed downward, sometimes below minimum sustainable levels
of profitability. Banks of all sizes remain engaged, aggressively competing
for a limited number of high-quality opportunities that satisfy increasingly
stringent regulatory standards, while at times reaching beyond their

natural geographic footprint.

In recent years, players from outside the industry have stepped in
to capitalize on a more restrained banking system. A variety of non-banks—
hedge funds, private equity firms, business development companies, direct-
lending funds, non-bank mortgage originators, online platforms, peer-
to-peer lenders, real estate investment trusts and a host of others—offer
loans to businesses of every description, conduct mortgage banking and
commercial real estate lending, and make other consumer loans. A recent

survey commissioned by a leading independent market research firm



found that approximately one-quarter of U.S. small and mid-sized
companies have reportedly obtained credit from non-bank lenders, with
79% saying it is easier than working with a bank and 94% indicating they

would do so again.

The International Monetary Fund noted in a research paper
that “the interplay of different regulations (capital, liquidity, activity
restrictions and governance) and increased compliance costs and legal
risks may be affecting banks’ willingness to support certain activities.”
A 2015 survey conducted by the Federal Reserve in partnership with state
banking regulators found that compliance costs for community banks
represented 22% of their net income. While indicating that it was too soon
to weigh such expenses against their systemic benefits, the report still

noted that the costs are “sufficient to frustrate bankers.”

As regulators build higher walls around the banking sector, and
lending and other traditional banking activities continue to migrate out of
the regulated portion of the financial system, we have to be concerned that
a false sense of security is being created. The world of non-bank financial
participants is intimately linked with that of the regulated sector. No
better example of this linkage exists than the interdependency between

the largest U.S. banks and hedge funds and private equity firms.

Designed as private investments for high-net-worth and
institutional investors, modern hedge funds employ a variety of strategies.
Some are market-neutral funds aimed at hedging market risk using

offsetting positions, while others engage in short-selling securities in
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anticipation that the fund will be able to buy them back in the future

at a lower price.

Private equity firms were originally created to pool money to
acquire stakes in companies, either partial or full ownership. Today, the
reach of these firms is extensive—they own hotels, Manhattan apartments,
distressed loans, water utilities in California, sewer systems, school bus
services, a natural gas export facility and a hydropower dam in Uganda.
The largest operator of rental homes in America is owned by a private

equity firm.

These firms have grown rapidly in both size and number. From
2000 to 2015, assets managed by hedge funds grew from $237 billion to
$2.7 trillion, more money than the individual economic outputs of all but
the world’s five wealthiest nations. The rapid expansion of the private
equity industry is comparable to that of the hedge fund industry—there are
3,300 private equity firms headquartered in the United States. Since 2000,
the number rose 143% while their assets under management grew nearly

six-fold to $4.2 trillion.

Five of the largest banks, which account for 93.6% of derivative
exposures and 90.5% of U.S. banking industry trading revenue, have an
interdependent relationship with their hedge fund and private equity
clients. Such firms and their funds depend on large banks’ balance sheets
to increase leverage and enhance returns, and large banks in turn earn
substantial fees from these clients. As one market participant noted,
“Without hedge funds, there wouldn’t be prime brokers, and without

prime brokers, there wouldn’t be hedge funds.”



Those five banks service 41% of all hedge funds. Just one of these
banks services 20% of the 10,268 hedge funds in the United States. The
funds borrow money from these banks to expand returns through the use
of repurchase agreements (“repos”), a form of short-term secured lending
that can be used to finance long-term investments. Such vehicles became
notorious during the financial crisis when lenders had to sell mortgage-
backed securities at fire sale prices and credit markets froze up. A sudden
pullback in repo funding was blamed for the collapse of Lehman Brothers.
One recent estimate suggests that repurchase agreements account for 47%

of hedge fund financing.

Banking regulators are well aware of the risk posed by these
securities financing transactions and have enacted significant regulation to
limit their potential to cause harm. One Federal Reserve official noted that
such transactions, “...create sizable macro-prudential risks, including large
negative externalities from dealer defaults and from asset fire sales.” Said

differently, when repos go wrong they can pose great risk to the system.

While the repo business itself generates very low returns, by
providing this type of financing to hedge funds, large banks cement their
symbiotic relationship with these non-bank players and garner their
more profitable trading and advisory business. Then there are the fees
paid to large banks by private equity clients, which alone accounted for
an estimated 14% of all investment banking fees in 2014, compared with
2-3% in the mid-1990s. Financial institution clients, which include private
equity firms and hedge funds, provide 45% of the largest banks’ revenue

and utilize 56% of their balance sheets.
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Since the end of the financial crisis, non-banks—particularly
hedge funds and private equity firms—have benefited from increased
regulation and capital requirements placed on banks, providing leveraged
loans and credit to both small and mid-sized companies while operating
with limited governmental oversight. These firms grew their loan
portfolios by 13.2%, compared with 0.5% growth within the commercially
chartered U.S. banking industry. Banking regulators, concerned with
managing the risks posed to banks when their clients take on high levels
of indebtedness, have restricted the amount of capital that they can
provide to highly leveraged companies. Free from these restrictions,
non-bank lenders have filled the gap and, as of 2013, represented 85%
of the $596 billion leveraged loan market, up from just 37% in 1998. In
fact, one private equity firm’s credit assets under management grew from
inception in 2005 to over $80 billion in 2015, a feat which took M&T 33

years to achieve.

Following the implementation of new bank capital and liquidity
standards, the business of mortgage servicing rights has subsequently been
forced to migrate to non-bank servicers who are not bound by those rules—
or the same banking relationship to the homeowner. In 2010, none of the
top five and only one of the top 10 mortgage servicers were non-banks. By
2015, five of the top 10 servicers were non-banks, with servicing balances
amounting to $1.3 trillion, or about a 13.6% market share. Notably, the

fourth largest servicer is controlled by a private equity firm.

The rapid growth of hedge funds and private equity firms

has been driven, in part, by an incentive compensation structure that



differs dramatically from that extended to lenders at traditional banks.
Hedge funds, private equity firms and other non-bank players have

no restrictions on size or type of compensation. The pay formulae for
managers of hedge funds—who can earn 2% in management fees and up
to 20% of the gains in their funds (“2-and-207”), as well as private equity
management fees and so-called “carried interest”—are all tied to the size
of assets managed as well as performance of their fund. So significant are
these fees that had Berkshire Hathaway charged 2-and-20 starting in 1965
for a $1,000 investment, the investor would have ended up with $527,000

instead of the $7.5 million that would have been earned through 2014.

In 2014, the top 25 individuals in the hedge fund industry together
earned $11.6 billion and the top seven private equity partners made a total
of $2.3 billion. The nation’s highest paid hedge fund manager earned $1.3
billion—or, put another way, nearly 47 times the compensation of the
highest paid bank CEO and 18,288 times that of the average commercial

bank employee in the United States.

Traditional banks that have withstood the test of time understand
that as markets become more ebullient, they must step back and remain
disciplined even at the expense of short-term gains. At M&T, our objective
has always been to deliver consistently for our clients, irrespective
of market volatility, and to cultivate new relationships during market
downturns, when others are constrained by the after-effects of imbibing
too freely during boom times. A 2015 study conducted by banking
regulators noted that while non-banks had 23% of the $3.9 trillion large

syndicated loan market, a share that has nearly doubled over the past
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10 years, they held 72.8% of the non-performing exposures. As non-

banks make new forays into the lending space, one wonders if the proper
mechanisms are in place to balance their desire to increase the size of their
portfolios with the level of institutional restraint required to pull back from
the extension of credit to businesses whenever conditions, terms and risk
reach the inevitable peak of the cycle. Nor can one imagine that these

new entrants, who reside far from the communities where they lend,

will be there to provide leadership and support local businesses during

difficult times.

EMPOWERING SMALL BUSINESS: Increased regulation of the banking
sector has made it difficult for banks to serve certain market segments
profitably, while making customers’ borrowing experience more
burdensome. While the economy as a whole appears to be expanding,
small businesses, once a significant source of job creation and a leading
indicator of the economy’s health, have not fully recovered from the
recession. Employment at these businesses remains 1.5% below their
2007 peak and their sentiments are further dampened by sluggish sales
growth since the recession. Sales at small firms are still 10% below
pre-crisis levels.

At the same time, access to capital remains elusive. The Federal
Reserve’s Joint Small Business Credit Survey conducted in 2014 showed
that 20% of respondents felt too discouraged to apply for credit. Those
small businesses that did apply were denied needed financing 44%
of the time. The denial rate increased to 50% when the applicant had

revenues of less than $1 million. Traditional banks, with their sharply



increased infrastructure costs, find it difficult to earn an adequate return
as these small loans require the same level of initial review and ongoing

monitoring, yet produce much less revenue to cover those costs.

To some extent, non-bank lenders have stepped into this credit
void to provide small business loans, typically those under $250,000,
offering convenience through web and mobile credit application portals
coupled with shortened decision and funding timelines. The Federal
Reserve estimates that non-bank financing to small businesses has
doubled every year since mid-2000. While non-banks offer convenience,
speed and expanded access to capital, borrowers often pay a substantial
premium for that access. One of the largest non-bank lenders to small
business reported in its disclosures that it originated $1.2 billion in loans

during 2014 at an average annual percentage rate of 54.4%.

The decline of small business activity is hastened at both ends
of the generational spectrum. Many small business owners from the
Baby Boomer generation are reaching retirement age and choosing to
sell their businesses. On the other hand, Millennials—today’s would-be

entrepreneurs—are ill-equipped to secure the capital needed for business

formation. The net worth of those under 30 has fallen by nearly half since

2007. Millennials today have nearly twice the amount of student debt

compared with the same demographic 20 years ago.

The post-recession period has yielded the lowest average pace of

new business formation in the 22 years the Bureau of Labor Statistics has

tracked such data. Start-ups peaked at 715,734 in 2006, creating 3.6 million

new jobs. Since 2009 and the beginning of the recovery, the average
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number of new start-ups per year has fallen to 620,668 creating only 2.8
million new jobs annually. When companies do form, they are employing
0.6 fewer workers than a similar start-up in 2006. The drop-off in new
business formation means that the population of businesses with less than

100 employees is contracting as well.

Small business lending has long been the province of banks. There
is a higher calling to banking—a mission to support community development
and the collective betterment that accompanies it. In the wake of the crisis,
the industry has perhaps been distracted from that mission and, despite
the influx of new players in the lending space, the small business engine
continues to sputter. While the fundamental lack of small business start-ups
is worrisome, perhaps more troubling is the contraction in the number of
those companies that have long been community bulwarks. When a small
business owner sells his or her business—sometimes to a firm that is distant
from the community—and retires, a leadership vacuum is created; a local
leader is lost. If the next generation of potential leaders is not financially
capable of stepping in, the cycle will perpetuate. This is a problem the
banking industry can help to solve provided it gets back to doing what it
does best and endeavors to remove barriers to small business entry while

reinvigorating the American entrepreneurial spirit.

CHOOSING THE BEST WAY FORWARD

So much—indeed, too much—of our public discussion about banks and
banking today looks back in anger. Neither fines nor sanctions nor—even
more consequentially—regulatory change have restored public trust. Today

we face a turning point. Will we continue to look for villains to punish or



will we take steps that will enable banks to serve again as agents of an
expanding prosperity? Those of us at regional banks such as M&T feel

this need most keenly. As matters stand, our dialogue with government
officials is sometimes difficult, marked by a cloud of mistrust and suspicion
that continues to hang over banks, large and small. The expansion of
regulation has affected those of us not among the ranks of giants. We have
witnessed, through the rise of non-bank players, a subtle but steady shift in
which regional banks are playing an ever-diminished role in the financial
leadership of the communities and small towns of America that they have
traditionally served so well. Such is the collateral damage of far-reaching
regulation inspired by the misdeeds of a few but affecting the whole of

the banking industry.

This is not a complaint about the state of our business, which
remains healthy, nor even about our prospects, which remain robust.
It is an expression of concern that the kinds of communities and
customers we serve will not have access to the credit and capital they
need—notwithstanding so much regulation enacted in the name of their
protection. In many respects, the business model of traditional banks is
more relevant than ever before—their role in growing and improving
their communities is essential to helping disadvantaged citizens in an
era when government programs do not seem to have the desired impact.
We know with certainty—because we have done so, historically—that
regional banks such as ours, when not disproportionately burdened by
the costs and complexity of government action, can play an even more

positive role for our communities.
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The reach of public policy and regulation is extensive—much of
it constructive but some of which has missed the mark, failing to help
its intended beneficiaries. One can think here, for instance, of student
loans; in the five years since the government eliminated the federal
guarantee program, it has come to dominate that market while student
debt outstanding has increased by more than half, becoming second in size
only to that of mortgage loans. This has made it difficult for young people
to start entrepreneurial ventures and afford their first homes. Similarly,
the past forays by Fannie Mae and Freddie Mac into subprime lending,
with the assistance of Wall Street, have put these agencies in a structural
limbo. This leaves unanswered the question of how to serve an entire
segment of would-be homeowners. The exigencies of the Federal Housing
Administration have led some banks to limit their participation in its
insurance program for loans to low-to-moderate income borrowers, raising
the question as to how people of modest means will be served. Likewise,
the complexities of SBA programs have reduced the number of small banks
participating while small businesses with revenues of less than $1 million
experience reduced access to needed capital. The Durbin Amendment, in
the name of bringing lower costs to the public, has given big-box retailers a
windfall with no savings to the person on the street, yet raised the cost
of providing banking services to underserved consumers. The unrestricted
compensation of non-bank lenders and their inherent remoteness from
borrowers raise concerns about how these customers and communities

will fare when the economic cycle turns.

All of which is to say that public policy is not science; past action

can require future adjustment. Indeed, a fixation with the past—with the



view that banks are, inherently, somehow a threat to the economy rather
than a pillar of the financial system—itself poses risks. One can only

hope that, working together, elected and appointed officials and industry
leaders will seek to avoid a grim scenario in which capital is concentrated
among a handful of banks even as lending and risk is dispersed to the
barely-regulated shadow banking sector. There, where the transparency
required of M&T and our peer banks is nowhere to be found, lie the

risks for the larger economy of the same type which blindsided us in
2008. That underscores how paramount it is that regional banks are not
so diminished that they are unable to continue to wear the mantle of

leadership in their communities that they have traditionally borne.

The stakes are high. We simply cannot help but acknowledge
that our economy is not the source of job creation it once was. Small
businesses, formerly a leading force of economic growth, play a much
diminished role today, not least because it is more difficult for lenders
to provide the credit that realizing business dreams requires. It is past
time for government and the banking industry to turn the page and
begin to work together—not to serve the narrow interests of lenders
or investors but to advance the broader goal of reinvigorating the

American economy.

The best cultures are seldom the most insular. Over the past few
years, M&T has learned an expensive lesson on the perils of not keeping
pace with change. It is crucial, however, to emphasize that we have
learned. At its best, our culture is one open to suggestion and criticism

from all quarters. From this, we gain wisdom for tomorrow, not merely
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a lesson for the moment. In that respect, we are not unlike our country or
our economy, both of which have, over time, demonstrated the resiliency to
endure change and the humility to learn from it. At the heart of our nation’s
innovative, entrepreneurial spirit is its willingness to overcome adversity
and drive toward ends that, while new and different, are unquestionably
better. Now, having endured the last financial crisis, it is time to direct our

full attention to identifying and pursuing a constructive way forward.

The progress we at M&T have made in the last 12 months—a year
that was challenging, yet rewarding—is in large measure the result of
the determination, dedication and toil of our colleagues. Their integrity
and character, their unwavering commitment to doing the right thing
the right way, and their willingness—indeed, eagerness—to go above and
beyond the call of duty, is the reason I am confident in our ability to
thrive and prosper in service of our communities in the years to come.
To the employees and directors of M&T Bank, my friends and colleagues,

I extend my sincere thanks.

Robert G. Wilmers
Chairman of the Board
and Chief Executive Officer

February 19, 2016
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PART I

Item1. Business.

M&T Bank Corporation (“Registrant” or “M&T”) is a New York business corporation which is
registered as a financial holding company under the Bank Holding Company Act of 1956, as amended
(“BHCA”) and as a bank holding company (“BHC”) under Article ITI-A of the New York Banking Law
(“Banking Law”). The principal executive offices of M&T are located at One M&T Plaza, Buffalo, New
York 14203. M&T was incorporated in November 1969. M&T and its direct and indirect subsidiaries
are collectively referred to herein as the “Company.” As of December 31, 2015 the Company had
consolidated total assets of $122.8 billion, deposits of $92.0 billion and shareholders’ equity of $16.2
billion. The Company had 16,331 full-time and 1,145 part-time employees as of December 31, 2015.

At December 31, 2015, M&T had two wholly owned bank subsidiaries: M&T Bank and
Wilmington Trust, National Association (“Wilmington Trust, N.A.”). The banks collectively offer a
wide range of retail and commercial banking, trust and wealth management, and investment services
to their customers. At December 31, 2015, M&T Bank represented 99% of consolidated assets of the
Company.

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

Subsidiaries

M&T Bank is a banking corporation that is incorporated under the laws of the State of New York.
M&T Bank is a member of the Federal Reserve System and the Federal Home Loan Bank System, and
its deposits are insured by the Federal Deposit Insurance Corporation (“FDIC”) up to applicable
limits. M&T acquired all of the issued and outstanding shares of the capital stock of M&T Bank in
December 1969. The stock of M&T Bank represents a major asset of M&T. M&T Bank operates under
a charter granted by the State of New York in 1892, and the continuity of its banking business is
traced to the organization of the Manufacturers and Traders Bank in 1856. The principal executive
offices of M&T Bank are located at One M&T Plaza, Buffalo, New York 14203. As of December 31,
2015, M&T Bank had 807 domestic banking offices located in New York State, Maryland, New
Jersey, Pennsylvania, Delaware, Connecticut, Virginia, West Virginia, and the District of Columbia, a
full-service commercial banking office in Ontario, Canada, and an office in George Town, Cayman
Islands. As of December 31, 2015, M&T Bank had consolidated total assets of $122.1 billion, deposits
of $93.1 billion and shareholder’s equity of $15.1 billion. The deposit liabilities of M&T Bank are
insured by the FDIC through its Deposit Insurance Fund (“DIF”). As a commercial bank, M&T Bank
offers a broad range of financial services to a diverse base of consumers, businesses, professional
clients, governmental entities and financial institutions located in its markets. Lending is largely
focused on consumers residing in New York State, Maryland, New Jersey, Pennsylvania, Delaware,
Connecticut, Virginia, West Virginia, and Washington, D.C., and on small and medium-size
businesses based in those areas, although loans are originated through offices in other states and in
Ontario, Canada. In addition, the Company conducts lending activities in various states through
other subsidiaries. Trust and other fiduciary services are offered by M&T Bank and through its
wholly owned subsidiary, Wilmington Trust Company. M&T Bank and certain of its subsidiaries also
offer commercial mortgage loans secured by income producing properties or properties used by
borrowers in a trade or business. Additional financial services are provided through other operating
subsidiaries of the Company.

Wilmington Trust, N.A., a national banking association and a member of the Federal Reserve
System and the FDIC, commenced operations on October 2, 1995. The deposit liabilities of
Wilmington Trust, N.A. are insured by the FDIC through the DIF. The main office of Wilmington
Trust, N.A. is located at 1100 North Market Street, Wilmington, Delaware, 19890. Wilmington Trust,
N.A. offers various trust and wealth management services. Historically, Wilmington Trust, N.A.
offered selected deposit and loan products on a nationwide basis, through direct mail, telephone
marketing techniques and the Internet. As of December 31, 2015, Wilmington Trust, N.A. had total
assets of $1.9 billion, deposits of $1.4 billion and shareholder’s equity of $476 million.



Wilmington Trust Company, a wholly owned subsidiary of M&T Bank, was incorporated as a
Delaware bank and trust company in March 1901 and amended its charter in July 2011 to become a
nondepository trust company. Wilmington Trust Company provides a variety of Delaware based
trust, fiduciary and custodial services to its clients. As of December 31, 2015, Wilmington Trust
Company had total assets of $1.1 billion and shareholder’s equity of $545 million. Revenues of
Wilmington Trust Company were $115 million in 2015. The headquarters of Wilmington Trust
Company are located at 1100 North Market Street, Wilmington, Delaware 19890.

M&T Insurance Agency, Inc. (“M&T Insurance Agency”), a wholly owned insurance agency
subsidiary of M&T Bank, was incorporated as a New York corporation in March 1955. M&T
Insurance Agency provides insurance agency services principally to the commercial market. As of
December 31, 2015, M&T Insurance Agency had assets of $30 million and shareholder’s equity of $16
million. M&T Insurance Agency recorded revenues of $27 million during 2015. The headquarters of
M&T Insurance Agency are located at 285 Delaware Avenue, Buffalo, New York 14202.

M&T Real Estate Trust (“M&T Real Estate”) is a Maryland Real Estate Investment Trust that
was formed through the merger of two separate subsidiaries, but traces its origin to the
incorporation of M&T Real Estate, Inc. in July 1995. M&T Real Estate engages in commercial real
estate lending and provides loan servicing to M&T Bank. As of December 31, 2015, M&T Real Estate
had assets of $20.5 billion, common shareholder’s equity of $17.9 billion, and preferred shareholders’
equity, consisting of 9% fixed-rate preferred stock (par value $1,000), of $1 million. All of the
outstanding common stock and 89% of the preferred stock of M&T Real Estate is owned by M&T
Bank. The remaining 11% of M&T Real Estate’s outstanding preferred stock is owned by officers or
former officers of the Company. M&T Real Estate recorded $798 million of revenue in 2015. The
headquarters of M&T Real Estate are located at M&T Center, One Fountain Plaza, Buffalo, New York
14203.

M&T Realty Capital Corporation (“M&T Realty Capital”), a wholly owned subsidiary of M&T
Bank, was incorporated as a Maryland corporation in October 1973. M&T Realty Capital engages in
multifamily commercial real estate lending and provides loan servicing to purchasers of the loans it
originates. As of December 31, 2015, M&T Realty Capital serviced $11.0 billion of commercial
mortgage loans for non-affiliates and had assets of $420 million and shareholder’s equity of $102
million. M&T Realty Capital recorded revenues of $109 million in 2015. The headquarters of M&T
Realty Capital are located at 25 South Charles Street, Baltimore, Maryland 21202.

M&T Securities, Inc. (“M&T Securities”) is a wholly owned subsidiary of M&T Bank that was
incorporated as a New York business corporation in November 1985. M&T Securities is registered as
a broker/dealer under the Securities Exchange Act of 1934, as amended, and as an investment advisor
under the Investment Advisors Act of 1940, as amended (the “Investment Advisors Act”). M&T
Securities is licensed as a life insurance agent in each state where M&T Bank operates branch offices
and in a number of other states. It provides securities brokerage, investment advisory and insurance
services. As of December 31, 2015, M&T Securities had assets of $49 million and shareholder’s equity
of $37 million. M&T Securities recorded $98 million of revenue during 2015. The headquarters of
M&T Securities are located at One M&T Plaza, Buffalo, New York 14203.

Wilmington Trust Investment Advisors, Inc. (“WT Investment Advisors”), a wholly owned
subsidiary of M&T Bank, was incorporated as a Maryland corporation on June 30, 1995. WT
Investment Advisors, a registered investment advisor under the Investment Advisors Act, serves as
an investment advisor to the Wilmington Funds, a family of proprietary mutual funds, and
institutional clients. As of December 31, 2015, WT Investment Advisors had assets of $43 million and
shareholder’s equity of $38 million. WT Investment Advisors recorded revenues of $41 million in
2015. The headquarters of WT Investment Advisors are located at 100 East Pratt Street, Baltimore,
Maryland 21202.

Wilmington Funds Management Corporation (“Wilmington Funds Management”) is a wholly
owned subsidiary of M&T that was incorporated in September 1981 as a Delaware corporation.
Wilmington Funds Management is registered as an investment advisor under the Investment
Advisors Act and serves as an investment advisor to the Wilmington Funds. Wilmington Funds
Management had assets of $17 million and shareholder’s equity of $16 million as of December 31,
2015. Wilmington Funds Management recorded revenues of $17 million in 2015. The headquarters of
Wilmington Funds Management are located at 1100 North Market Street, Wilmington, Delaware
19890.



Wilmington Trust Investment Management, LLC (“WTIM?”) is a wholly owned subsidiary of
M&T and was incorporated in December 2001 as a Georgia limited liability company. WTIM is a
registered investment advisor under the Investment Advisors Act and provides investment
management services to clients, including certain private funds. As of December 31, 2015, WTIM has
assets and shareholder’s equity of $26 million each. WTIM recorded revenues of $4 million in 2015.
WTIM’s headquarters is located at Terminus 27t Floor, 3280 Peachtree Road N.E., Atlanta, Georgia
30305.

The Registrant and its banking subsidiaries have a number of other special-purpose or inactive
subsidiaries. These other subsidiaries did not represent, individually and collectively, a significant
portion of the Company’s consolidated assets, net income and shareholders’ equity at December 31,
2015.

Segment Information, Principal Products/Services and Foreign Operations

Information about the Registrant’s business segments is included in note 22 of Notes to Financial
Statements filed herewith in Part II, Item 8, “Financial Statements and Supplementary Data” and is
further discussed in Part IT, Item 7, “Management’s Discussion and Analysis of Financial Condition
and Results of Operations.” The Registrant’s reportable segments have been determined based upon
its internal profitability reporting system, which is organized by strategic business unit. Certain
strategic business units have been combined for segment information reporting purposes where the
nature of the products and services, the type of customer and the distribution of those products and
services are similar. The reportable segments are Business Banking, Commercial Banking,
Commercial Real Estate, Discretionary Portfolio, Residential Mortgage Banking and Retail Banking.
The Company’s international activities are discussed in note 17 of Notes to Financial Statements filed
herewith in Part 1T, Item 8, “Financial Statements and Supplementary Data.”

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

Supervision and Regulation of the Company

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

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

Significant changes in this regulatory scheme arising from the 2010 Dodd-Frank Wall Street
Reform and Consumer Protection Act (“Dodd-Frank Act”) has affected the lending, deposit,
investment, trading and operating activities of financial institutions and their holding companies, and
the system of regulatory oversight of the Company. As required by the Dodd-Frank Act, various
federal regulatory agencies have proposed or adopted a broad range of implementing rules and
regulations and have prepared numerous studies and reports for Congress. However, given that
many of these regulatory changes are highly complex and are not fully implemented, the full impact
of the Dodd-Frank Act regulatory reform will not be known until the rules are implemented and
market practices develop under the final regulations.



Described below are material elements of selected laws and regulations applicable to M&T
and its subsidiaries. The descriptions are not intended to be complete and are qualified in their
entirety by reference to the full text of the statutes and regulations described.

Overview

M&T is registered with the Board of Governors of the Federal Reserve System (“Federal Reserve
Board”) as a BHC under the BHCA. As such, M&T and its subsidiaries are subject to the supervision,
examination and reporting requirements of the BHCA and the regulations of the Federal Reserve
Board. Its investment advisor subsidiaries are subject to SEC regulation.

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

Bank holding companies that qualify and elect to be financial holding companies may engage
in any activity, or acquire and retain the shares of a company engaged in any activity, that is either
(i) financial in nature or incidental to such financial activity (as determined by the Federal Reserve
Board, by regulation or order, in consultation with the Secretary of the Treasury) or
(ii) complementary to a financial activity and does not pose a substantial risk to the safety and
soundness of depository institutions or the financial system generally (as solely determined by the
Federal Reserve Board). Activities that are financial in nature include securities underwriting and
dealing, insurance underwriting and making merchant banking investments. In order for a financial
holding company to commence any new activity or to acquire a company engaged in any activity
pursuant to the financial holding company provisions of the BHCA, each insured depository
institution subsidiary of the financial holding company also must have at least a “satisfactory” rating
under the Community Reinvestment Act of 1977 (the “CRA”). See the section captioned “Community
Reinvestment Act” included elsewhere in this item.

To maintain financial holding company status, a financial holding company and all of its
depository institution subsidiaries must be “well capitalized” and “well managed.” M&T became a
financial holding company on March 1, 2011. The failure to meet such requirements could result in
material restrictions on the activities of M&T and may also adversely affect the Company’s ability to
enter into certain transactions or obtain necessary approvals in connection therewith, as well as loss
of financial holding company status.

Current federal law also establishes a system of functional regulation under which, in addition
to the broad supervisory authority that the Federal Reserve Board has over both the banking and
non-banking activities of bank holding companies, the federal banking agencies regulate the banking
activities of bank holding companies, banks and savings associations and subsidiaries of the
foregoing, the U.S. Securities and Exchange Commission (“SEC”) regulates their securities activities,
and state insurance regulators regulate their insurance activities.

M&T Bank is a New York chartered bank and a member of the Federal Reserve Bank of New
York. As a result, it is subject to extensive regulation, examination and oversight by the New York
State Department of Financial Services and the Federal Reserve. New York laws and regulations
govern many aspects of M&T Bank’s operations, including branching, dividends, subsidiary
activities, fiduciary activities, lending, and deposit taking. M&T Bank is also subject to Federal
Reserve regulations and guidance, including oversight of capital levels. Its deposits are insured by the
FDIC to $250,000 per depositor, which also exercises regulatory oversight over certain aspects of
M&T Bank’s operations. Certain subsidiaries of M&T Bank are subject to regulation by other federal
and state regulators as well. For example, M&T Securities is regulated by the SEC, the Financial
Industry Regulatory Authority and state securities regulators, and WT Investment Advisors is also
subject to SEC regulation.



Wilmington Trust, N.A. is a national bank with operations that include fiduciary and related
activities with some limited lending and deposit business. It is subject to extensive regulation,
examination and oversight by the Office of the Comptroller of the Currency, which governs many
aspects of the operations, including fiduciary activities, capital levels, office locations, dividends and
subsidiary activities. Its deposits are insured by the FDIC to $250,000 per depositor, which also
exercises regulatory oversight over certain aspects of the operations of Wilmington Trust, N.A.
Certain subsidiaries of Wilmington Trust, N.A. are subject to regulation by other federal and state
regulators as well.

The Dodd-Frank Act broadened the base for FDIC insurance assessments which are based on
average consolidated total assets less average Tier 1 capital and certain allowable deductions of a
financial institution. The Dodd-Frank Act also permanently increased the maximum amount of
deposit insurance for banks, savings institutions and credit unions.

Dividends

M&T is a legal entity separate and distinct from its banking and other subsidiaries. Historically, the
majority of M&T’s revenue has been from dividends paid to M&T by its subsidiary banks. M&T Bank
and Wilmington Trust, N.A. are subject to laws and regulations imposing restrictions on the amount
of dividends they may declare and pay. Future dividend payments to M&T by its subsidiary banks
will be dependent on a number of factors, including the earnings and financial condition of each such
bank, and are subject to the limitations referred to in note 23 of Notes to Financial Statements filed
herewith in Part 11, Item 8, “Financial Statements and Supplementary Data,” and to other statutory
powers of bank regulatory agencies.

An insured depository institution is prohibited from making any capital distribution to its
owner, including any dividend, if, after making such distribution, the depository institution fails to
meet the required minimum level for any relevant capital measure, including the risk-based capital
adequacy and leverage standards discussed herein.

Dividend payments by M&T to its shareholders and stock repurchases by M&T are subject to
the oversight of the Federal Reserve Board. As described below in this section under “Stress Testing
and Capital Plan Review,” dividends and stock repurchases (net of any new stock issuances as per a
capital plan) generally may only be paid or made under a capital plan as to which the Federal Reserve
Board has not objected.

Capital Requirements

M&T and its subsidiary banks are required to comply with applicable capital adequacy standards
established by the federal banking agencies. Beginning on January 1, 2015, M&T and its subsidiary
banks became subject to a new comprehensive capital framework for U.S. banking organizations that
was issued by the federal banking agencies in July 2013 (the “New Capital Rules”), subject to phase-
in periods for certain components and other provisions.

The New Capital Rules generally implement the Basel Committee’s December 2010 final
capital framework referred to as “Basel II1” for strengthening international capital standards. The
New Capital Rules substantially revised the risk-based capital requirements applicable to bank
holding companies and their depository institution subsidiaries, including M&T, M&T Bank and
Wilmington Trust, N.A., as compared to the U.S. general risk-based capital rules that were applicable
to the Company through December 31, 2014. The New Capital Rules revised the definitions and the
components of regulatory capital, as well as address other issues affecting the numerator in banking
institutions’ regulatory capital ratios. The New Capital Rules also address asset risk weights and
other matters affecting the denominator in banking institutions’ regulatory capital ratios.

Among other matters, the New Capital Rules: (i) introduce a capital measure called “Common
Equity Tier 1”7 (“CET1”) and related regulatory capital ratio of CET1 to risk-weighted assets;

(ii) specify that Tier 1 capital consists of CET1 and “Additional Tier 1 capital” instruments meeting
certain revised requirements; (iii) mandate that most deductions/adjustments to regulatory capital
measures be made to CET1 and not to the other components of capital; and (iv) expand the scope of
the deductions from and adjustments to capital as compared to the previous regulations. Under the
New Capital Rules, for most banking organizations, including M&T, the most common form of
Additional Tier 1 capital is non-cumulative perpetual preferred stock and the most common forms of
Tier 2 capital are subordinated notes and a portion of the allowance for loan and lease losses, in each
case, subject to the New Capital Rules’ specific requirements.



Pursuant to the New Capital Rules, the minimum capital ratios are as follows:
4.5% CET1 to risk-weighted assets;
6.0% Tier 1 capital (that is, CET1 plus Additional Tier 1 capital) to risk-weighted assets;
8.0% Total capital (that is, Tier 1 capital plus Tier 2 capital) to risk-weighted assets; and
4.0% Tier 1 capital to average consolidated assets as reported on consolidated financial
statements (known as the “leverage ratio”).
The New Capital Rules also introduce a new “capital conservation buffer,” composed entirely
of CET1, on top of these minimum risk-weighted asset ratios. The capital conservation buffer is
designed to absorb losses during periods of economic stress. Banking institutions with a ratio of
CET1 to risk-weighted assets above the minimum but below the capital conservation buffer will face
constraints on dividends, equity and other capital instrument repurchases and compensation based
on the amount of the shortfall. Thus, when fully phased-in on January 1, 2019, the capital standards
applicable to M&T will include an additional capital conservation buffer of 2.5% of CET], effectively
resulting in minimum ratios inclusive of the capital conservation buffer of (i) CET1 to risk-weighted
assets of at least 7%, (ii) Tier 1 capital to risk-weighted assets of at least 8.5%; (iii) Total capital to
risk-weighted assets of at least 10.5% and (iv) a minimum leverage ratio of 4%, calculated as the ratio
of Tier 1 capital to average assets. In addition, M&T is also subject to the Federal Reserve Board’s
capital plan rule and supervisory Capital Analysis and Review (“CCAR”) process, pursuant to which
its ability to make capital distributions and repurchase or redeem capital securities may be limited
unless M&T is able to demonstrate its ability to meet applicable minimum capital ratios and
currently a 5% minimum Tier 1 common equity ratio, as well as other requirements, over a nine
quarter planning horizon under a “severely adverse” macroeconomic scenario generated yearly by
the federal bank regulators. See “Stress Testing and Capital Plan Review” below.

The New Capital Rules provide for a number of deductions from and adjustments to CETI.
These include, for example, the requirement that mortgage servicing rights, deferred tax assets
arising from temporary differences that could not be realized through net operating loss carrybacks,
and significant investments in non-consolidated financial entities be deducted from CET1 to the
extent that any one such category exceeds 10% of CET1 or all such items, in the aggregate, exceed
15% of CET1.

In addition, under the risk-based capital rules applicable to the Company through
December 31, 2014, the effects of accumulated other comprehensive income or loss (“AOCI”) items
included in shareholders’ equity (for example, marks-to-market of securities held in the available-
for-sale portfolio) under U.S. GAAP were reversed for the purposes of determining regulatory capital
ratios. Pursuant to the New Capital Rules, the effects of certain AOCT items are not excluded;
however, non-advanced approaches banking organizations, including M&T, may make a one-time
permanent election to continue to exclude these items. M&T made such election in 2015. The New
Capital Rules also preclude certain hybrid securities, such as trust preferred securities, from
inclusion in bank holding companies’ Tier 1 capital, subject to phase-out in the case of bank holding
companies, such as M&T, that had $15 billion or more in total consolidated assets as of December 31,
20009. As a result, beginning in 2015 25% of M&T’s trust preferred securities were includable in Tier 1
capital, and in 2016, none of M&T’s trust preferred securities will be includable in Tier 1 capital.
Trust preferred securities no longer included in M&T’s Tier 1 capital may nonetheless be included as
a component of Tier 2 capital on a permanent basis without phase-out and irrespective of whether
such securities otherwise meet the revised definition of Tier 2 capital set forth in the New Capital
Rules. Management believes that M&T is in compliance with the targeted capital ratios. M&T’s
regulatory capital ratios are presented in note 23 of Notes to Financial Statements filed herewith in
Part I1, Item 8, “Financial Statements and Supplementary Data.”

Stress Testing and Capital Plan Review

As part of the enhanced prudential requirements applicable to systemically important financial
institutions, the Federal Reserve Board conducts annual analyses of bank holding companies with at
least $50 billion in assets, such as M&T, to determine whether the companies have sufficient capital
on a consolidated basis necessary to absorb losses in three economic and financial scenarios
generated by the Federal Reserve Board: baseline, adverse and severely adverse scenarios. M&T is
also required to conduct its own semi-annual stress analysis (together with the Federal Reserve
Board’s stress analysis, the “stress tests”) to assess the potential impact on M&T of the economic and
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financial conditions used as part of the Federal Reserve Board’s annual stress analysis. The Federal
Reserve Board may also use, and require companies to use, additional components in the adverse and
severely adverse scenarios or additional or more complex scenarios designed to capture salient risks
to specific business groups. M&T Bank is also required to conduct annual stress testing using the
same economic and financial scenarios as M&T and report the results to the Federal Reserve Board.
A summary of results of the Federal Reserve Board’s analysis under the adverse and severely adverse
stress scenarios are publicly disclosed, and bank holding companies subject to the rules, including
M&T, must disclose a summary of the company-run severely adverse stress test results. M&T is
required to include in its disclosure a summary of the severely adverse scenario stress test conducted
by M&T Bank.

In addition, bank holding companies with total consolidated assets of $50 billion or more,
such as M&T, must submit annual capital plans for approval as part of the Federal Reserve Board’s
CCAR process. Covered bank holding companies may execute capital actions, such as paying
dividends and repurchasing stock, only in accordance with a capital plan that has been reviewed and
approved by the Federal Reserve Board (or any approved amendments to such plan). The
comprehensive capital plans include a view of capital adequacy under four scenarios — a BHC-
defined baseline scenario, a baseline scenario provided by the Federal Reserve Board, at least one
BHC-defined stress scenario, and a stress scenario provided by the Federal Reserve Board. The
CCAR process is intended to help ensure that these bank holding companies have robust, forward-
looking capital planning processes that account for each company’s unique risks and that permit
continued operations during times of economic and financial stress. Each of the bank holding
companies participating in the CCAR process is also required to collect and report certain related
data to the Federal Reserve Board on a quarterly basis to allow the Federal Reserve Board to monitor
progress against the approved capital plans. Each capital plan must include a view of capital
adequacy under the stress test scenarios described above. The Federal Reserve Board may object to a
capital plan if the plan does not show that the covered bank holding company will maintain a Tier 1
common equity ratio (as defined under the Basel I framework) of at least 5% on a pro forma basis
under expected and stressful conditions throughout the nine-quarter planning horizon covered by
the capital plan. Even if such quantitative thresholds are met, the Federal Reserve Board could object
to a capital plan for qualitative reasons, including inadequate assumptions in the plan, other
unresolved supervisory issues or an insufficiently robust capital adequacy process, or if the capital
plan would otherwise constitute an unsafe or unsound practice or violate law. The rules also provide
that a covered BHC may not make a capital distribution unless after giving effect to the distribution it
will meet all minimum regulatory capital ratios and have a ratio of Tier 1 common equity to risk-
weighted assets of at least 5%. The CCAR rules, consistent with prior Federal Reserve Board
guidance, also provide that capital plans contemplating dividend payout ratios exceeding 30% of net
income will receive particularly close scrutiny. M&T’s most recent CCAR capital plan was filed with
the Federal Reserve Board on January 5, 2015, and the next submission is due on April 5, 2016.

The Federal Reserve Board generally limits a BHC’s ability to make quarterly capital
distributions - that is, dividends and share repurchases, if the amount of the BHC’s actual
cumulative quarterly capital issuances of instruments that qualify as regulatory capital are less than
the BHC had indicated in its submitted capital plan as to which it received a non-objection from the
Federal Reserve Board. For example, if the BHC issued a smaller amount of additional common stock
than it had stated in its capital plan, it would be required to reduce common dividends and/or the
amount of common stock repurchases so that the dollar amount of capital distributions, net of the
dollar amount of additional common stock issued (“net distributions”), is no greater than the dollar
amount of net distributions relating to its common stock included in its capital plan, as measured on
an aggregate basis beginning in the third quarter of the nine-quarter planning horizon through the
end of the then current quarter. However, not raising sufficient amounts of common stock as
planned would not affect distributions related to Additional Tier 1 Capital instruments and/ or Tier 2
Capital. These limitations also contain several important qualifications and exceptions, including
that scheduled dividend payments on (as opposed to repurchases of) a BHC’s Additional Tier 1
Capital and Tier 2 Capital instruments are not restricted if the BHC fails to issue a sufficient amount
of such instruments as planned, as well as provisions for certain de minimis excess distributions.



Liquidity

Historically, regulation and monitoring of bank and BHC liquidity has been addressed as a
supervisory matter, both in the U.S. and internationally, without required formulaic measures.
However, beginning in January 2016 M&T is subject to final rules adopted by the Federal Reserve
and other banking regulators (“Final LCR Rule”) implementing a U.S. version of the Basel
Committee’s Liquidity Coverage Ratio requirement (“LCR”). The LCR is intended to ensure that
banks hold sufficient amounts of so-called “high quality liquid assets” (“HQLA”) to cover the
anticipated net cash outflows during a hypothetical acute 30-day stress scenario. The LCR is the
ratio of an institution’s amount of HQLA (the numerator) over projected net cash out-flows over the
30-day horizon (the denominator), in each case, as calculated pursuant to the Final LCR Rule. Once
fully phased-in, a subject institution must maintain an LCR equal to at least 100% in order to satisfy
this regulatory requirement. Only specific classes of assets, including U.S. Treasury securities, other
U.S. government obligations and agency mortgaged-backed securities, qualify under the rule as
HQLA, with classes of assets deemed relatively less liquid and/or subject to greater degree of credit
risk subject to certain haircuts and caps for purposes of calculating the numerator under the Final
LCR Rule. The total net cash outflows amount is determined under the rule by applying certain
hypothetical outflow and inflow rates, which reflect certain standardized stressed assumptions,
against the balances of the banking organization’s funding sources, obligations, transactions and
assets over the 30-day stress period. Inflows that can be included to offset outflows are limited to
75% of outflows (which effectively means that banking organizations must hold high-quality liquid
assets equal to 25% of outflows even if outflows perfectly match inflows over the stress period). The
total net cash outflow amount for the modified LCR applicable to M&T is capped at 70% of the
outflow rate that applies to the full LCR. The initial compliance date for the modified LCR was
January 1, 2016, with the requirement fully phased-in by January 1, 2017.

The Basel I1T framework also included a second standard, referred to as the net stable funding
ratio (“NSFR”), which is designed to promote more medium-and long-term funding of the assets and
activities of banks over a one-year time horizon. Although the Basel Committee finalized its
formulation of the NSFR in 2014, the U.S. banking agencies have not yet proposed an NSFR for
application to U.S. banking organizations or addressed the scope of banking organizations to which it
will apply. The Basel Committee’s final NSFR document states that the NSFR applies to
internationally active banks, as did its final LCR document as to that ratio.

Cross-Guarantee Provisions

Each insured depository institution “controlled” (as defined in the BHCA) by the same BHC can be
held liable to the FDIC for any loss incurred, or reasonably expected to be incurred, by the FDIC due
to the default of any other insured depository institution controlled by that holding company and for
any assistance provided by the FDIC to any of those banks that are in danger of default. The FDIC’s
claim under the cross-guarantee provisions is superior to claims of shareholders of the insured
depository institution or its holding company and to most claims arising out of obligations or
liabilities owed to affiliates of the institution, but is subordinate to claims of depositors, secured
creditors and holders of subordinated debt (other than affiliates) of the commonly controlled insured
depository institution. The FDIC may decline to enforce the cross-guarantee provisions if it
determines that a waiver is in the best interest of the DIF.

Enhanced Supervision and Prudential Standards

The Dodd-Frank Act directed the Federal Reserve Board to enact enhanced prudential standards
applicable to foreign banking organizations and bank holding companies with total consolidated assets
of $50 billion or more, such as M&T. The Federal Reserve Board adopted amendments to Regulation
YY to implement certain of the required enhanced prudential standards. Those amendments, which
are intended to help increase the resiliency of the operations of these organizations, include liquidity
requirements, requirements for overall risk management (including establishing a risk committee), and
a 15-to-1 debt-to-equity limit for companies that the Financial Stability Oversight Council has
determined pose a grave threat to financial stability. The liquidity requirements and risk management
requirements became effective as to M&T on January 1, 2015. The Federal Reserve Board has not yet
adopted final single counterparty credit limits or early remediation requirements.
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Volcker Rule

On December 10, 2013, the federal banking regulators and the SEC adopted the so-called Volcker
Rule to implement the provisions of the Dodd-Frank Act limiting proprietary trading and investing in
and sponsoring certain hedge funds and private equity funds (defined as covered funds in the
Volcker Rule). The Company does not engage in any significant amount of proprietary trading as
defined in the Volcker Rule and has implemented the required procedures for those areas in which
trading does occur. The covered funds limits are imposed through a conformance period that is
expected to end in July 2017. The Company is required to divest of certain assets that constitute
covered funds; however these divestitures are not expected to have a material impact on the
Company’s consolidated financial condition or results of operations.

Safety and Soundness Standards

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

Limits on Undercapitalized Depository Institutions

The FDIA establishes a system of regulatory remedies to resolve the problems of undercapitalized
institutions, referred to as the prompt corrective action. The federal banking regulators have
established five capital categories (“well-capitalized,” “adequately capitalized,” “undercapitalized,”
“significantly undercapitalized” and “critically undercapitalized”) and must take certain mandatory
supervisory actions, and are authorized to take other discretionary actions, with respect to
institutions which are undercapitalized, significantly undercapitalized or critically undercapitalized.
The severity of these mandatory and discretionary supervisory actions depends upon the capital
category in which the institution is placed. Generally, subject to a narrow exception, the FDIA
requires the banking regulator to appoint a receiver or conservator for an institution that is critically
undercapitalized. The FDIC has specified by regulation the relevant capital levels for each category.
The Federal Reserve Board and the OCC have specified the same or similar levels for each category.
Effective January 1, 2015, the New Capital Rules created new prompt corrective action requirements
by (i) introducing a CET1 ratio requirement at each level (other than critically undercapitalized),
with the required CET1 ratio being 6.5% for well-capitalized status; (ii) increasing the minimum Tier
1 capital ratio requirement for each category (other than critically undercapitalized), with the
minimum Tier 1 capital ratio for well-capitalized status being 8%; and (iii) eliminating the provision
that provided that a bank with a composite supervisory rating of 1 may have a 3% leverage ratio and
still be adequately capitalized.

An institution that is classified as well-capitalized based on its capital levels may be classified
as adequately capitalized, and an institution that is adequately capitalized or undercapitalized based
upon its capital levels may be treated as though it were undercapitalized or significantly
undercapitalized, respectively, if the appropriate federal banking agency, after notice and
opportunity for hearing, determines that an unsafe or unsound condition or an unsafe or unsound
practice warrants such treatment.

An institution that is categorized as undercapitalized, significantly undercapitalized or
critically undercapitalized is required to submit an acceptable capital restoration plan to its
appropriate federal banking regulator. Under the FDIA, in order for the capital restoration plan to be
accepted by the appropriate federal banking agency, a BHC must guarantee that a subsidiary
depository institution will comply with its capital restoration plan, subject to certain limitations. The



BHC must also provide appropriate assurances of performance. The obligation of a controlling BHC
under the FDIA to fund a capital restoration plan is limited to the lesser of 5.0% of an
undercapitalized subsidiary’s assets or the amount required to meet regulatory capital requirements.
An undercapitalized institution is also generally prohibited from increasing its average total assets,
making acquisitions, establishing any branches or engaging in any new line of business, except in
accordance with an accepted capital restoration plan or with the approval of the FDIC. Institutions
that are significantly undercapitalized or undercapitalized and either fail to submit an acceptable
capital restoration plan or fail to implement an approved capital restoration plan may be subject to a
number of requirements and restrictions, including orders to sell sufficient voting stock to become
adequately capitalized, requirements to reduce total assets and cessation of receipt of deposits from
correspondent banks. Critically undercapitalized depository institutions failing to submit or
implement an acceptable capital restoration plan are subject to appointment of a receiver or
conservator.

Transactions with Affiliates

There are various legal restrictions on the extent to which M&T and its non-bank subsidiaries may
borrow or otherwise obtain funding from M&T Bank and Wilmington Trust, N.A. In general, Sections
23A and 23B of the Federal Reserve Board Act and Federal Reserve Board Regulation W require that
any “covered transaction” by M&T Bank and Wilmington Trust, N.A. (or any of their respective
subsidiaries) with an affiliate must in certain cases be secured by designated amounts of specified
collateral and must be limited as follows: (a) in the case of any single such affiliate, the aggregate
amount of covered transactions of the insured depository institution and its subsidiaries may not
exceed 10% of the capital stock and surplus of such insured depository institution, and (b) in the case of
all affiliates, the aggregate amount of covered transactions of an insured depository institution and its
subsidiaries may not exceed 20% of the capital stock and surplus of such insured depository institution.
The Dodd-Frank Act significantly expanded the coverage and scope of the limitations on affiliate
transactions within a banking organization, including for example, the requirement that the 10% of
capital limit on covered transactions begin to apply to financial subsidiaries. “Covered transactions” are
defined by statute to include, among other things, a loan or extension of credit, as well as a purchase of
securities issued by an affiliate, a purchase of assets (unless otherwise exempted by the Federal Reserve
Board) from the affiliate, certain derivative transactions that create a credit exposure to an affiliate, the
acceptance of securities issued by the affiliate as collateral for a loan, and the issuance of a guarantee,
acceptance or letter of credit on behalf of an affiliate. All covered transactions, including certain
additional transactions (such as transactions with a third party in which an affiliate has a financial
interest), must be conducted on market terms.

FDIC Insurance Assessments

Deposit Insurance Assessments. M&T Bank and Wilmington Trust, N.A. pay deposit insurance
premiums to the FDIC based on an assessment rate established by the FDIC. Deposit insurance
assessments are based on average total assets minus average tangible equity. For larger institutions,
such as M&T Bank, the FDIC uses a performance score and a loss-severity score that are used to
calculate an initial assessment rate. In calculating these scores, the FDIC uses a bank’s capital level
and supervisory ratings and certain financial measures to assess an institution’s ability to withstand
asset-related stress and funding-related stress. The FDIC has the ability to make discretionary
adjustments to the total score based upon significant risk factors that are not adequately captured in
the calculations.

The initial base assessment rate ranges from 5 to 35 basis points on an annualized basis. After
the effect of potential base-rate adjustments, the total base assessment rate could range from 2.5 to
45 basis points on an annualized basis. As the DIF reserve ratio grows, the rate schedule will be
adjusted downward. Additionally, an institution must pay an additional premium equal to 50 basis
points on every dollar (above 3% of an institution’s Tier 1 capital) of long-term, unsecured debt held
that was issued by another insured depository institution.

In its DIF restoration plan, the FDIC designated that the DIF reserve ratio should be 1.35% by
September 2020. The FDIC will, at least semi-annually, update its income and loss projections for
the DIF and, if necessary, propose rules to further increase assessment rates.
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Under the FDIA, insurance of deposits may be terminated by the FDIC upon a finding that the
institution has engaged in unsafe and unsound practices, is in an unsafe or unsound condition to
continue operations, or has violated any applicable law, regulation, rule, order or condition imposed
by the FDIC.

FICO Assessments. In addition, the Deposit Insurance Funds Act of 1996 authorized the
Financing Corporation (“FICO”) to impose assessments on DIF applicable deposits in order to
service the interest on FICO’s bond obligations from deposit insurance fund assessments. The
amount assessed on individual institutions by FICO is in addition to the amount, if any, paid for
deposit insurance according to the FDIC’s risk-related assessment rate schedules. FICO assessment
rates may be adjusted quarterly to reflect a change in assessment base. M&T Bank recognized $5
million of expense related to its FICO assessments and Wilmington Trust, N.A. recognized $73
thousand of such expense in 2015.

Acquisitions

The BHCA requires every BHC to obtain the prior approval of the Federal Reserve Board before:

(1) it may acquire direct or indirect ownership or control of any voting shares of any bank or savings
and loan association, if after such acquisition, the BHC will directly or indirectly own or control 5%
or more of the voting shares of the institution; (2) it or any of its subsidiaries, other than a bank, may
acquire all or substantially all of the assets of any bank or savings and loan association; or (3) it may
merge or consolidate with any other BHC. Since July 2011, financial holding companies and bank
holding companies with consolidated assets exceeding $50 billion, such as M&T, have been required
to (i) obtain prior approval from the Federal Reserve Board before acquiring certain nonbank
financial companies with assets exceeding $10 billion and (ii) provide prior written notice to the
Federal Reserve Board before acquiring direct or indirect ownership or control of any voting shares
of any company having consolidated assets of $10 billion or more.

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

Executive and Incentive Compensation

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

(ii) be compatible with effective internal controls and risk management, and (iii) be supported by
strong corporate governance, including active and effective oversight by the organization’s board of



directors. These three principles are incorporated into the proposed joint compensation regulations
under the Dodd-Frank Act, discussed below. Any deficiencies in compensation practices that are
identified may be incorporated into the organization’s supervisory ratings, which can affect its ability
to make acquisitions or perform other actions. The Incentive Compensation Guidance provides that
enforcement actions may be taken against a banking organization if its incentive compensation
arrangements or related risk-management control or governance processes pose a risk to the
organization’s safety and soundness and the organization is not taking prompt and effective
measures to correct the deficiencies.

The Dodd-Frank Act requires the federal bank regulatory agencies and the SEC to establish
joint regulations or guidelines prohibiting incentive-based payment arrangements at specified
regulated entities, such as M&T and M&T Bank, having at least $1 billion in total assets that
encourage inappropriate risks by providing an executive officer, employee, director or principal
shareholder with excessive compensation, fees, or benefits or that could lead to material financial
loss to the entity. In addition, these regulators must establish regulations or guidelines requiring
enhanced disclosure to regulators of incentive-based compensation arrangements. The agencies
proposed such regulations in April 2011, and if the final regulations are adopted in the form initially
proposed, they will impose limitations on the manner in which M&T may structure compensation
for its executives.

The scope and content of the U.S. banking regulators’ policies on incentive compensation are
continuing to develop and are likely to continue evolving in the future. It cannot be determined at
this time whether compliance with such policies will adversely affect the ability of M&T and its
subsidiaries to hire, retain and motivate their key employees.

Resolution Planning

Bank holding companies with consolidated assets of $50 billion or more, such as M&T, are required
to report periodically to regulators a resolution plan for their rapid and orderly resolution in the
event of material financial distress or failure. M&T’s resolution plan must, among other things,
ensure that its depository institution subsidiaries are adequately protected from risks arising from its
other subsidiaries. The regulation adopted by the Federal Reserve and FDIC sets specific standards
for the resolution plans, including requiring a strategic analysis of the plan’s components, a
description of the range of specific actions the company proposes to take in resolution, and a
description of the company’s organizational structure, material entities, interconnections and
interdependencies, and management information systems, among other elements. In addition,
insured depository institutions with $50 billion or more in total assets, such as M&T Bank, are
required to submit to the FDIC periodic plans for resolution in the event of the institution’s failure.
M&T and M&T Bank submitted updated resolution plans in December 2015.

Insolvency of an Insured Depository Institution or a Bank Holding Company
If the FDIC is appointed as conservator or receiver for an insured depository institution such as
M&T Bank or Wilmington Trust, N.A., upon its insolvency or in certain other events, the FDIC has
the power:
o to transfer any of the depository institution’s assets and liabilities to a new obligor, including a
newly formed “bridge” bank without the approval of the depository institution’s creditors;
o to enforce the terms of the depository institution’s contracts pursuant to their terms without
regard to any provisions triggered by the appointment of the FDIC in that capacity; or
o to repudiate or disaffirm any contract or lease to which the depository institution is a party,
the performance of which is determined by the FDIC to be burdensome and the disaffirmance
or repudiation of which is determined by the FDIC to promote the orderly administration of
the depository institution.

In addition, under federal law, the claims of holders of domestic deposit liabilities and certain
claims for administrative expenses against an insured depository institution would be afforded a
priority over other general unsecured claims against such an institution, including claims of debt
holders of the institution, in the “liquidation or other resolution” of such an institution by any
receiver. As a result, whether or not the FDIC ever sought to repudiate any debt obligations of M&T
Bank or Wilmington Trust, N.A., the debt holders would be treated differently from, and could
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receive, if anything, substantially less than, the depositors of the bank. The Dodd-Frank Act created a
new resolution regime (known as “orderly liquidation authority”) for systemically important
financial companies, including bank holding companies and their affiliates. Under the orderly
liquidation authority, the FDIC may be appointed as receiver for the systemically important
institution, and its failed subsidiaries, for purposes of liquidating the entity if, among other
conditions, it is determined at the time of the institution’s failure that it is in default or in danger of
default and the failure poses a risk to the stability of the U.S. financial system.

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

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

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

Depositor Preference

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

Financial Privacy

The federal banking regulators have adopted rules that limit the ability of banks and other financial
institutions to disclose non-public information about consumers to non-affiliated third parties. These
limitations require disclosure of privacy policies to consumers and, in some circumstances, allow
consumers to prevent disclosure of certain personal information to a non-affiliated third party. These
regulations affect how consumer information is transmitted through diversified financial companies
and conveyed to outside vendors. In addition, consumers may also prevent disclosure of certain
information among affiliated companies that is assembled or used to determine eligibility for a
product or service, such as that shown on consumer credit reports and asset and income information



from applications. Consumers also have the option to direct banks and other financial institutions
not to share information about transactions and experiences with affiliated companies for the
purpose of marketing products or services. Federal law makes it a criminal offense, except in limited
circumstances, to obtain or attempt to obtain customer information of a financial nature by
fraudulent or deceptive means.

Consumer Protection Laws and the Consumer Financial Protection Bureau Supervision

In connection with their respective lending and leasing activities, M&T Bank, Wilmington Trust,
N.A. and certain of their subsidiaries, are each subject to a number of federal and state laws designed
to protect borrowers and promote lending to various sectors of the economy. These laws include the
Equal Credit Opportunity Act, the Fair Credit Reporting Act, the Fair and Accurate Credit
Transactions Act, the Truth in Lending Act, the Home Mortgage Disclosure Act, and the Real Estate
Settlement Procedures Act, and various state law counterparts. They are also subject to consumer
protections laws governing their deposit taking activities, as well securities and insurance laws
governing certain aspects of their consolidated operations. The CFPB issued new integrated
disclosure requirements under the Truth-in-Lending Act and the Real Estate Settlement Procedures
Act that became effective in October 2015. These requirements impose new timelines for the
provision of disclosures to borrowers.

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

The CFPB has focused on:

o risks to consumers and compliance with the federal consumer financial laws, when it
evaluates the policies and practices of a financial institution;

o the markets in which firms operate and risks to consumers posed by activities in those
markets;

o depository institutions that offer a wide variety of consumer financial products and services;

o depository institutions with a more specialized focus; and

e non-depository companies that offer one or more consumer financial products or services.

The Electronic Fund Transfer Act prohibits financial institutions from charging consumers
fees for paying overdrafts on automated teller machines (“ATM”) and one-time debit card
transactions, unless a consumer consents, or opts in, to the overdraft service for those type of
transactions. If a consumer does not opt in, any ATM transaction or debit that overdraws the
consumer’s account will be denied. Overdrafts on the payment of checks and regular electronic bill
payments are not covered by this rule. Before opting in, the consumer must be provided a notice that
explains the financial institution’s overdraft services, including the fees associated with the service,
and the consumer’s choices. Financial institutions must provide consumers who do not opt in with
the same account terms, conditions and features (including pricing) that they provide to consumers
who do opt in.

Community Reinvestment Act

M&T Bank and Wilmington Trust, N.A. are subject to the provisions of the CRA. Under the terms of
the CRA, each appropriate federal bank regulatory agency is required, in connection with its
examination of a bank, to assess such bank’s record in assessing and meeting the credit needs of the
communities served by that bank, including low- and moderate-income neighborhoods. During these
examinations, the regulatory agency rates such bank’s compliance with the CRA as “Outstanding,”
“Satisfactory,” “Needs to Improve” or “Substantial Noncompliance.” The regulatory agency’s
assessment of the institution’s record is part of the regulatory agency’s consideration of applications
to acquire, merge or consolidate with another banking institution or its holding company, or to open
or relocate a branch office. Currently, M&T Bank has a CRA rating of “Outstanding” and Wilmington
Trust, N.A. has a CRA rating of “Satisfactory.” In the case of a BHC applying for approval to acquire a
bank or BHC, the Federal Reserve Board will assess the record of each subsidiary bank of the

17



18

applicant BHC in considering the application, and such records may be the basis for denying the
application. The Banking Law contains provisions similar to the CRA which are applicable to New
York-chartered banks. Currently, M&T Bank has a CRA rating of “Outstanding” as determined by the
New York State Department of Financial Services.

Bank Secrecy and Anti-Money Laundering

Federal laws and regulations impose obligations on U.S. financial institutions, including banks and
broker/dealer subsidiaries, to implement and maintain appropriate policies, procedures and controls
which are reasonably designed to prevent, detect and report instances of money laundering and the
financing of terrorism and to verify the identity of their customers. In addition, these provisions
require the federal financial institution regulatory agencies to consider the effectiveness of a
financial institution’s anti-money laundering activities when reviewing bank mergers and BHC
acquisitions. Failure of a financial institution to maintain and implement adequate programs to
combat money laundering and terrorist financing could have serious legal and reputational
consequences for the institution. As a result of an inspection by the Federal Reserve Bank of New
York (“Federal Reserve Bank”), M&T and M&T Bank entered into a written agreement with the
Federal Reserve Bank related to M&T Bank’s Bank Secrecy Act/Anti-Money Laundering Program.
Additional information is included in Part 1T, Item 7 under the caption “Regulatory Oversight.”

Office of Foreign Assets Control Regulation

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

Regulation of Insurers and Insurance Brokers

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

Federal Reserve Policies

The earnings of the Company are significantly affected by the monetary and fiscal policies of
governmental authorities, including the Federal Reserve Board. Among the instruments of monetary
policy used by the Federal Reserve Board to implement these objectives are open-market operations
in U.S. Government securities and federal funds, changes in the discount rate on member bank
borrowings and changes in reserve requirements against member bank deposits. These instruments
of monetary policy are used in varying combinations to influence the overall level of bank loans,
investments and deposits, and the interest rates charged on loans and paid for deposits. The Federal
Reserve Board frequently uses these instruments of monetary policy, especially its open-market
operations and the discount rate, to influence the level of interest rates and to affect the strength of



the economy, the level of inflation or the price of the dollar in foreign exchange markets. The
monetary policies of the Federal Reserve Board have had a significant effect on the operating results
of banking institutions in the past and are expected to continue to do so in the future. It is not
possible to predict the nature of future changes in monetary and fiscal policies, or the effect which
they may have on the Company’s business and earnings.

Competition

The Company competes in offering commercial and personal financial services with other banking
institutions and with firms in a number of other industries, such as thrift institutions, credit unions,
personal loan companies, sales finance companies, leasing companies, securities firms and insurance
companies. Furthermore, diversified financial services companies are able to offer a combination of
these services to their customers on a nationwide basis. The Company’s operations are significantly
impacted by state and federal regulations applicable to the banking industry. Moreover, the
provisions of the Gramm-Leach-Bliley Act of 1999, the Interstate Banking Act and the Banking Law
have allowed for increased competition among diversified financial services providers.

Other Information

Through a link on the Investor Relations section of M&T’s website at www.mtb.com, copies of
M&T’s Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on
Form 8-K, and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of
the Exchange Act, are made available, free of charge, as soon as reasonably practicable after
electronically filing such material with, or furnishing it to, the SEC. Copies of such reports and other
information are also available at no charge to any person who requests them or at www.sec.gov. Such
requests may be directed to M&T Bank Corporation, Shareholder Relations Department, One M&T
Plaza, 8th Floor, Buffalo, NY 14203-2399 (Telephone: (716) 842-5138). The public may read and copy
any materials that M&T files with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E.,
Washington D.C. 20549. The public may obtain information about the operation of the Public
Reference Room by calling the SEC at 1-800-SEC-0330.

Corporate Governance

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

Statistical Disclosure Pursuant to Guide 3

See cross-reference sheet for disclosures incorporated elsewhere in this Annual Report on Form 10-
K. Additional information is included in the following tables.
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Table 1

SELECTED CONSOLIDATED YEAR-END BALANCES

2015 2014 2013 2012 2011
(In thousands)
Interest-bearing deposits at banks ... $ 7,594,350 $ 6,470,867 $ 1,651,138 $§ 129,945 $ 154,960
Federal fundssold ................. — 83,392 99,573 3,000 2,850
Trading account ................... 273,783 308,175 376,131 488,966 561,834
Investment securities
U.S. Treasury and federal
AZENCIES o v v e 14,540,237 12,042,390 7,770,767 4,007,725 5,200,489
Obligations of states and political
subdivisions .................. 124,459 157,159 180,495 203,004 228,949
Other ........ ... ... iiia.. 991,743 793,993 845,235 1,863,632 2,243,716
Total investment securities ... .. 15,656,439 12,993,542 8,796,497 6,074,361 7,673,154
Loans and leases
Commercial, financial, leasing,
elC. e 20,576,737 19,617,253 18,876,166 17,973,140 15,952,105
Real estate — construction ........ 5,183,313 5,061,269 4,457,650 3,772,413 4,203,324
Real estate — mortgage ........... 50,374,837 31,250,968 30,711,440 33,494,359 28,202,217
Consumer ............c.ocuiuenn.. 11,584,347 10,969,879 10,280,527 11,550,274 12,020,229
Total loans and leases .......... 87,719,234 66,899,369 64,325,783 66,790,186 60,377,875
Unearned discount............... (229,735) (230,413)  (252,624) (219,229) (281,870)
Loans and leases, net of unearned
discount .................... 87,489,499 66,668,956 64,073,159 66,570,957 60,096,005
Allowance for credit losses . ....... (955,992) (919,562) (916,676) (925,860)  (908,290)
Loans and leases,net ........... 86,533,507 65,749,394 63,156,483 65,645,097 59,187,715
Goodwill ........ ... ... . ... ... 4,593,112 3,524,625 3,524,625 3,524,625 3,524,625
Core deposit and other intangible
ASSELS ettt 140,268 35,027 68,851 115,763 176,394
Real estate and other assets owned . . . 195,085 63,635 66,875 104,279 156,592
Totalassets ...........cooviun.... 122,787,884 96,685,535 85,162,391 83,008,803 77,924,287
Noninterest-bearing deposits . ....... 29,110,635 26,947,880 24,661,007 24,240,802 20,017,883
Interest-checking deposits .......... 2,939,274 2,307,815 1,989,441 1,979,619 1,912,226
Savings deposits . .......ooeeiiiin... 46,627,370 41,085,803 36,621,580 33,783,947 31,001,083
Time deposits ...........ccovueen.n. 13,110,392 3,063,973 3,523,838 4,562,366 6,107,530
Deposits at Cayman Islands office ... 170,170 176,582 322,746 1,044,519 355,927
Total deposits ................. 91,957,841 73,582,053 67,118,612 65,611,253 59,394,649
Short-term borrowings ............. 2,132,182 192,676 260,455 1,074,482 782,082
Long-term borrowings ............. 10,653,858 9,006,959 5,108,870 4,607,758 6,686,226
Total liabilities .................... 106,614,595 84,349,639 73,856,859 72,806,210 68,653,078
Shareholders’ equity ............... 16,173,289 12,335,896 11,305,532 10,202,593 9,271,209
Table 2
SHAREHOLDERS, EMPLOYEES AND OFFICES
Number at Year-End 2015 2014 2013 2012 2011
Shareholders . ........ ... i 20,693 14,551 15,015 15,623 15,959
EmMployees .. ..ottt 17,476 15,782 15,893 14,943 15,666
OffICeS ot 863 766 796 799 849



Table 3

CONSOLIDATED EARNINGS

Interest income
Loans and leases, including fees .............
Investment securities

Fullytaxable ............................

Exempt from federal taxes ................
Depositsatbanks ..............iiii....
Other ...

Total interestincome ....................

Interest expense

Interest-checking deposits ..................
Savings deposits ..........ciiiiiiiiiia. ..
Time deposits ......covviiiiiiiiiiininaann..
Deposits at Cayman Islands office ...........
Short-term borrowings .....................
Long-term borrowings .....................

Total interest eXpense ....................

Netinterestincome ............cccvvvennn.
Provision for creditlosses ...................

Net interest income after provision for credit
losses ...

Other income
Mortgage banking revenues .................
Service charges on deposit accounts..........
TrustinCcome ......oovveiiiiinnnenennnnnn..
Brokerage servicesincome ..................
Trading account and foreign exchange gains ..
Gain (loss) on bank investment securities .. ...
Total other-than-temporary impairment
(“OTTI?) 10SSES o vivieeiie i
Portion of OTTI losses recognized in other
comprehensive income (before taxes) ......

Net OTTI losses recognized in earnings ......

Equity in earnings of Bayview Lending Group
L

Other revenues from operations .............

Total otherincome ......................

Other expense
Salaries and employee benefits ..............
Equipment and net occupancy ...............
Printing, postage and supplies ...............
Amortization of core deposit and other
intangible assets ............... ...,
FDIC assessments .........................
Other costs of operations ...................

Total otherexpense ......................

Income before income taxes ................
Incometaxes ...,

NetinCoOmMe «oovirinnenneneneennennnnnns
Dividends declared

(©70) 311 310 ) o |
Preferred ........ ..

2015 2014 2013 2012 2011

(In thousands)

$ 2,778,151 $2,596,586 $2,734,708 $2,704,156 $2,522,567

372,162 340,391 209244 227116 256,057
4,263 5,356 6,802 8,045 9,142
15,252 13,361 5,201 1,221 2,934
1,016 1,183 1,379 1,147 1,387
3,170,844 2,956,877 2,957,334 2,941,685 2,792,087
1,404 1,404 1,287 1,343 1,145
44,736 45,465 54,948 68,011 84,314
27,059 15,515 26,439 46,102 71,014
615 699 1,018 1,130 962
1,677 101 430 1,286 1,030
252,766 217,247 199,983 225297 243,866
328,257 280,431 284,105 343,169 402,331
2,842,587 2,676,446 2,673,229 2,598,516 2,389,756
170,000 124,000 185,000 204,000 270,000
2,672,587 2,552,446 2,488,229 2,394,516 2,119,756
375,738 362,912 331,265 349,064 166,021
420,608 427,956 446,941 446,698 455,095
470,640 508,258 496,008 471,852 332,385
64,770 67,212 65,647 59,059 56,470
30,577 29,874 40,828 35,634 27,224
(130) — 56,457 9 150,187

- — (1,884) (32,067)  (72,915)

— — (7916)  (15,755)  (4,120)

— — (9,800) (47,822)  (77,035)
(14,267)  (16,672)  (16,26) (21,511  (24,231)
477101 399,733 453,985 374,287 496,796
1,825,037 1,779,273 1,865,205 1,667,270 1,582,912
1,549,530 1,404,950 1,355,178 1,314,540 1,203,993
272,539 269,299 264,327 257,551 249,514
38,491 38,201 39,557 41,929 40,917
26,424 33,824 46,912 60,631 61,617
52,113 55,531 69,584 101,110 100,230
883,835 887,669 812,308 693,990 785,608
2,822,932 2,689,474 2,587,866 2,469,751 2,441,879
1,674,692 1,642,245 1,765,568 1,592,035 1,260,789
595,025 575,999 627,088 562,537 401,310

$1,079,667 $1,066,246 $ 1,138,480 $1,029,498 $ 859,479

$ 374912 $
81,270

371,137 $ 365,171 $ 357,862 $ 350,196
75,878 53,450 53,450 48,203
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Table 4

COMMON SHAREHOLDER DATA

2015 2014 2013 2012 2011
Per share
Net income
Basic ... $ 722 $ 747 $ 826 $ 757 $ 6.37
Diluted ........cooii 7.18 7.42 8.20 7.54 6.35
Cash dividends declared ...................... 2.80 2.80 2.80 2.80 2.80
Common shareholders’ equity at year-end ...... 93.60 83.88 79.81 72.73 66.82
Tangible common shareholders’ equity at year-
end ... 64.28 57.06 52.45 44.61 37.79
Dividend payoutratio ........................ 37.56% 37.49% 33.94% 36.98% 44.15%
Table 5

CHANGES IN INTEREST INCOME AND EXPENSE(a)

2015 Compared with 2014 2014 Compared with 2013
Resulting from Resulting from
Total Changes in: Total Changes in:

Change Volume Rate Change  Volume Rate

(Increase (decrease) in thousands)
Interest income

Loans and leases, including fees ......... $182,975 248,119 (65,144) $(138,676) (16,282) (122,394)
Depositsatbanks ...................... 1,801 1,267 624 8,160 7,938 222
Federal funds sold and agreements to

resell securities ..................... 29) (48) 19 (50) 29) ©2))
Tradingaccount ....................... (134) 169 (303) (101) 27) (74)
Investment securities

U.S. Treasury and federal agencies .... 32,695 77,565 (44,870) 138,299 158,630 (20,331)

Obligations of states and political

SUDAIVISIONS « v voove e, (1,724) (1,052)  (672)  (1,884) (1,395)  (489)
Other ..o (886)  (20) (866)  (7,534) (19,986) 12,452
Total interestincome ................ $214,788 $ (1,786)

Interest expense
Interest-bearing deposits

Interest-checking deposits ........... $ — 323 (323) % 117 117 —
Savings deposits . .................... (729) 2,708 (3,437)  (9,483) 5,494 (14,977)
Time deposits . .......covviieeenn.. 11,544 7,356 4,188 (10,924) (4,401) (6,523)
Deposits at Cayman Islands office .. ... (84) (273 189 (319) (319) —
Short-term borrowings ................. 1,576 363 1,213 (329) (149 (180)
Long-term borrowings ................. 35,519 71,014 (35,495) 17,264 84,315 (67,051)
Total interest expense ............... $ 47,826 $ (3,674)

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

Item 1A. Risk Factors.

M&T and its subsidiaries could be adversely impacted by various risks and uncertainties which are
difficult to predict. As a financial institution, the Company has significant exposure to market risk,
including interest-rate risk, liquidity risk and credit risk, among others. Adverse experience with



these or other risks could have a material impact on the Company’s financial condition and results of
operations, as well as on the value of the Company’s financial instruments in general, and M&T’s
common stock, in particular.

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

Poor business and economic conditions in general or specifically in markets served by the Company
could have one or more of the following adverse effects on the Company’s business:

e A decrease in the demand for loans and other products and services offered by the Company.

o A decrease in net interest income derived from the Company’s lending and deposit gathering
activities.

o A decrease in the value of the Company’s investment securities, loans held for sale or other
assets secured by residential or commercial real estate.

e Other-than-temporary impairment of investment securities in the Company’s investment
securities portfolio.

o A decrease in fees from the Company’s brokerage and trust businesses associated with
declines or lack of growth in stock market prices.

¢ Potential higher FDIC assessments due to the DIF falling below minimum required levels.

e An impairment of certain intangible assets, such as goodwill.

e Anincrease in the number of customers and counterparties who become delinquent, file for
protection under bankruptcy laws or default on their loans or other obligations to the
Company. An increase in the number of delinquencies, bankruptcies or defaults could result in
higher levels of nonperforming assets, net charge-offs, provision for credit losses and
valuation adjustments on loans held for sale.

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

As aresult of the high percentage of the Company’s assets and liabilities that are in the form of
interest-bearing or interest-related instruments, changes in interest rates, in the shape of the yield
curve or in spreads between different market interest rates, can have a material effect on the
Company’s business and profitability and the value of the Company’s assets and liabilities. For
example:

o Changes in interest rates or interest rate spreads can affect the difference between the interest
that the Company