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NEW YORK COMMUNITY BANCORP, INC.
CONSOLIDATED STATEMENTS OF CONDITION

(in thousands, except share data)

Assets:
Cash and cash equivalel
Securities
Available-for-sale ($58,540 and $79,905 pledged, respecti
Held-to-maturity ($4,749,889 and $4,945,905 pledgesbectively) (fair value of $7,317,015 and $%3,244,
respectively
Total securitie:
Non-covered loans held for se
Non-covered loans held for investment, net of defelvad fees and cos
Less: Allowance for losses on r-covered loan
Non-covered loans held for investment,
Covered loan
Less: Allowance for losses on covered lo
Covered loans, nt
Total loans, ne
Federal Home Loan Bank stock, at c
Premises and equipment, |
FDIC loss share receivak
Goodwill
Core deposit intangibles, r
Mortgage servicing right
Bank-owned life insuranc
Other real estate owned (includes $35,797 and $37réspectively, of other real estate owned cal/byeloss
sharing agreement
Other asset
Total asset

Liabilities and Stockholders’ Equity:
Deposits:
NOW and money market accoul
Savings accouni
Certificates of depos
Nor-interes-bearing account
Total deposit:
Borrowed funds
Wholesale borrowings
Federal Home Loan Bank advan:
Repurchase agreemel
Fed funds purchase
Total wholesale borrowingc
Other borrowing:
Total borrowed fund
Other liabilities
Total liabilities
Stockholder' equity:
Preferred stock at par $0.01 (5,000,000 share®gazsil; none issuet
Common stock at par $0.01 (600,000,000 shares @zeldp 442,659,460 and 440,873,285 shares issued; a
442,648,147 and 440,809,365 shares outstandisgectively’
Paic-in capital in excess of pi
Retained earning
Treasury stock, at cost (11,313 and 63,920 shargsectively)
Accumulated other comprehensive loss, net of
Net unrealized gain on securities available foe saét of tax of $1,720 and $171, respecti
Net unrealized loss on the non-credit portion dfotthan-temporary impairment (“OTTI") losses on
securities, net of tax of $3,454 and $3,58Geetvely
Net unrealized loss on pension and -retirement obligations, net of tax of $20,056 a@d,$26, respectivel
Total accumulated other comprehensive loss, nibx
Total stockholder equity
Total liabilities and stockholde’ equity

See accompanying notes to the consolidated finbsteiements.

September 30 December 31
2014 2013
(unaudited
$ 662,537 $ 644,55(
243,03 280,73¢
7,268,224+ 7,670,28:
7,511,27¢ 7,951,02(
680,14 306,91¢
32,252,00! 29,837,98!
(139,749 (141,946
32,112,26! 29,696,04.
2,504,62: 2,788,61¢
(45,682) (64,069)
2,458,94( 2,724,54¢
35,251,35: 32,727,50
520,44t 561,39(
300,57 273,29¢
418,51( 492,67¢
2,436,13: 2,436,13:
9,81€ 16,24C
237,221 241,01¢
909,881 893,52-
99,53t 108,86¢
322,49t 342,067

$ 48,679,77.

$ 46,688,28

$ 12,409,44t

$ 10,536,94

7,152,26: 5,921,43
6,324,38t 6,932,009
2,421,67t 2,270,51;

28,307,77: 25,660,99:

10,312,311 10,872,571
3,425,00( 3,425,00(

297,00 445,00(

14,034,31 14,742,571

362,50¢ 362,42¢

14,396,91; 15,105,00;

197,091 186,631
42,901,77- 40,952,62!
4,427 4,40¢
5,362,23; 5,346,010
443,94¢ 422,761
(179) (1,032)
2,55¢ 277
(5,404) (5,604)
(29,58¢) (31,166)
(32,439 (36,499
5,777,99¢ 5,735,66:

$ 48,679,77.

$ 46,688,28




NEW YORK COMMUNITY BANCORP, INC.
CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE

(in thousands, except per share data)

(unaudited)

Interest Income:

Mortgage and other loal

Securities and money market investme
Total interest incom

Interest Expense:
NOW and money market accoul
Savings account
Certificates of depos
Borrowed funds
Total interest expens
Net interest incom
Provision for losses on n-covered loan
(Recovery of) provision for losses on covered Ic
Net interest income after (recovery of) provision tban losse

Non-Interest Income:
Mortgage banking incom
Fee income
Bank-owned life insuranc
Net gain on sales of securiti
FDIC indemnification (expense) incor
Gain on Visa shares sc
Other income
Total nor-interest income

Non-Interest Expense:
Operating expense
Compensation and benef
Occupancy and equipme
General and administrati\
Total operating expens
Amortization of core deposit intangibl
Total nor-interest expens
Income before income tax
Income tax expens
Net income
Other comprehensive income, net of 1
Change in net unrealized gain/loss on securitiefable for sale, net of tax of
$292; $1,770; $3,696; and $4,152, respecti
Change in the non-credit portion of OTTI losse®ggtzed in other
comprehensive income, net of tax of $110; $132%and $4,795,
respectively
Change in pension and post-retirement obligatinaspf tax of
$357; $1,008; $1,070; and $3,024, respecti
Less: Reclassification adjustment for sales oflalée-for-sale
securities, net of tax of $73; $405; $2,146; $A¢03, respectivel
Total other comprehensive income (loss), net o
Total comprehensive income, net of

Basic earnings per share
Diluted earnings per share

See accompanying notes to the consolidated finbsteiements.

INCOME
For the For the
Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013

360,49¢ $ 370,341 %

1,056,58¢ $ 1,125,49¢

66,577 57,33¢ 203,67¢ 151,56(
427,071 427 67¢ 1,260,26: 1,277,05
10,63z 8,61¢ 28,39¢ 27,56¢
9,741 6,28F 24,47¢ 15,51z
18,33( 20,20¢ 55,85¢ 64,22
99,33¢ 98,34( 294,861 300,46¢
138,04z 133,441 403,59: 407,76¢
289,02¢ 294,231 856,671 869,291
- 5,00C - 15,00(
(3,945) 9,467 (18,387) 18,587
292,97+ 279,761 875,05¢ 835,70«
16,60¢ 16,20¢ 46,501 65,53(
9,18¢ 9,79¢ 27,51z 28,53
6,88¢ 7,91€ 20,53( 22,50¢
182 1,01¢ 5,317 17,76¢
(3,15€) 7,572 (14,710) 14,86¢
- - 3,85€ -
11,57¢ 8,212 42,107 30,81¢
41,28¢ 50,72 131,11« 180,02(
78,03¢ 77,08¢ 228,61¢ 237,98¢
23,61¢ 24,342 73,997 72,101
41,522 44,78¢ 130,31¢ 135,27¢
143,17¢ 146,21( 432,93: 445,36¢
2,01¢ 4,117 6,424 12,71¢
145,19t 150,327 439 ,35¢ 458,08¢
189,06¢ 180,161 566,81¢ 557,63¢
68,807 65,061 212 ,61¢ 202,241

120,25¢ $ 114,20C $

354,200 $ 355,39:

(432) (2,625) 5,452 (6,149
166 16 200 7,557
526 1,48€ 1,57¢ 4,45¢

(109) (614) (3,171) (3,709
151 (1,737) 4,06C 2,162

120,40¢ $ 112,46: $

358,26( $ 357,55¢

027 $ 0.26 $

080 $ 0.80

027 $ 026 $

080 $ 0.80




NEW YORK COMMUNITY BANCORP, INC.
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

(in thousands, except share data)

(unaudited)
For the Nine Months Ended
September 30, 2014

Common Stock (Par Value: $0.01):

Balance at beginning of ye $ 4,40¢

Shares issued for restricted stock awards (1,78%6@res 18

Shares issued for exercise of stock options (3sbizdes --
Balance at end of peric 4,427
Paid-in Capital in Excess of Par:

Balance at beginning of ye 5,346,01°

Shares issued for restricted stock awards, nedrédifures (7,073

Compensation expense related to restricted stoekds 20,72C

Tax effect of stock plar 2,56¢
Balance at end of peric 5,362,23:
Retained Earnings:

Balance at beginning of ye 422,761

Net income 354,20(

Dividends paid on common stock ($0.75 per sh (331,627

Stock options exercise (82)

Effect of adopting Accounting Standards Update :-01 (1,303)
Balance at end of peric 443,94¢
Treasury Stock:

Balance at beginning of ye (1,032

Purchase of common stock (378,480 she (6,343)

Exercise of stock options (8,990 shat 142

Shares issued for restricted stock awards (4208iks 7,058
Balance at end of peric (178)
Accumulated Other Comprehensive Loss, net of tax:

Balance at beginning of ye (36,497

Other comprehensive income, net of 4,06C
Balance at end of peric (32,437)
Total stockholder equity $ 5,777,99¢

See accompanying notes to the consolidated finbsteiements.




NEW YORK COMMUNITY BANCORP, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Cash Flows from Operating Activities:
Net income

(unaudited)

For the Nine Months Ended
September 30

Adjustments to reconcile net income to net cashigeal by operating activitie:

(Recovery of) provision for loan loss
Depreciation and amortizatic
Amortization of discounts and premiums,
Amortization of core deposit intangibl
Net gain on sales of securiti
Gain on sale of loar
Gain on Visa shares sc
Stock plarrelated compensatic
Deferred tax expens
Changes in assets and liabiliti
Decrease (increase) in other as
Increase in other liabilitie
Origination of loans held for sa
Proceeds from sale of loans originated for
Net cash provided by operating activities
Cash Flows from Investing Activities:
Proceeds from repayment of securities held to ritgt
Proceeds from repayment of securities availablesde
Proceeds from sale of securities held to mat
Proceeds from sale of securities available for
Purchase of securities held to matu
Purchase of securities available for ¢
Proceeds from sale of Visa sha
Net redemption (purchase) of Federal Home Loan Bamék
Net increase in loar
Purchase of premises and equipment
Net cash used in investing activitie
Cash Flows from Financing Activities:
Net increase in deposi
Net (decrease) increase in sl-term borrowed fund
Net decrease in lo-term borrowed fund
Tax effect of stock plan
Cash dividends paid on common st
Treasury stock purchas
Net cash received from stock option exerc
Net cash provided by financing activities
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe

Supplemental informatior
Cash paid for intere:
Cash paid for income tax
Non-cash investing and financing activitit
Transfers to other real estate owned from Ic
Transfer of loans from held for investment to Heldsale

See accompanying notes to the consolidated finksteitements.

2014 2013
$ 354,200 $ 355,39:
(18,387 33,587
20,65€ 21,057
(6,094) (2,09¢)
6,424 12,71¢
(5,317) (17,764
(15,30¢) (48,80¢)
(3,85€) -
20,72( 16,62¢
4,281 32,43(
90,50¢ (20,479
4,771 15,63(
(2,214,98) (5,510,04)
2,256,21( 6,440,37"
493,83: 1,328,63:
558,88¢ 617,351
8,277 54,70¢
- 191,147
254,497 593,557
(150,339 (3,075,59)
(216,000 (535,347
3,85€ -
40,94¢ (83,68E)
(2,531,38) (1,476,755
(47,930) (21,375
(2,079,199 (3,736,009
2,646,77 431,82¢
(703,100 1,925,00(
(4,990) (789,749
2,56¢ 797
(331,62)) (330,179
(6,349) (4,352)
61 327
1,603,34¢ 1,233,68(
17,987 (1,173,691
644,55( 2,427,25!
$ 662,537 $ 1,253 56.
$ 413,10 $ 415,39¢
176,65¢ 118,32:
107,93¢ 96,72¢
398,71¢ -




NEW YORK COMMUNITY BANCORP, INC.
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATE MENTS

Note 1. Organization and Basis of Presentation

Organization

Formerly known as Queens County Bancorp, Inc., Nevk Community Bancorp, Inc. (on a stand-alone gatie “Parent Company”
or, collectively with its subsidiaries, the “Compg&nwas organized under Delaware law on July 2®318nd is the holding company for New
York Community Bank and New York Commercial Bankr@inafter referred to as the “Community Bank” #mel“Commercial Bank,”
respectively, and collectively as the “Banks”)aldition, for the purpose of these Consolidate@idial Statements, the “Community Bank”
and the “Commercial Bank” refer not only to thepestive banks but also to their respective subsatia

The Community Bank is the primary banking subsidiarthe Company. Founded on April 14, 1859 andenly known as Queens
County Savings Bank, the Community Bank convertethfa state-chartered mutual savings bank to thigatatock form of ownership on
November 23, 1993, at which date the Company isgaexitial offering of common stock (par valued.®1 per share) at a price of $25.00
share. The Commercial Bank was established on Deee8®, 2005.

Reflecting nine stock splits between Septembed 804 and February 17, 2004, the Company’s inifi@ring price adjusts to $0.93
per share. All share and per share data presemtbdsireport reflect the impact of the stock split

The Company changed its name to New York CommuBetiycorp, Inc. on November 21, 2000 in anticipatboompleting the first ¢
eight business combinations that expanded its fodtwell beyond Queens County to encompass all fisroughs of New York City, Long
Island, and Westchester County in New York, anégsaounties in the northern and central parts of Bersey. The Company expanded
beyond this region to south Florida, northeast Qaiml central Arizona through its FDIC-assistedugition of certain assets and its
assumption of certain liabilities of AmTrust BarfRinTrust”) in December 2009, and extended its Anadranchise through its FDIC-
assisted acquisition of certain assets and itsgstion of certain liabilities of Desert Hills BatffDesert Hills”) in March 2010. On June 28,
2012, the Company completed its 11th transactioennihassumed the deposits of Aurora Bank FSB.

Reflecting its growth through acquisitions, the @oumity Bank currently operates 242 branches, féuvhach operate directly under
the Community Bank name. The remaining 238 CommBiéink branches operate through seven divisionmgtdiaQueens County Savings
Bank, Roslyn Savings Bank, Richmond County SavBask, and Roosevelt Savings Bank (in New York);d&arState Community Bank in
New Jersey; AmTrust Bank in Florida and Arizonad &hio Savings Bank in Ohi

The Commercial Bank currently operates 30 branagh&$anhattan, Queens, Brooklyn, Westchester Couartgl,Long Island (all in
New York), including 18 branches that operate utdemame‘Atlantic Bank.”

Basis of Presentatiol

The following is a description of the significartcaunting and reporting policies that the Compamy i&s wholly-owned subsidiaries
follow in preparing and presenting their consokdhfinancial statements, which conform to U.S. galheaccepted accounting principles
(“GAAP”) and to general practices within the bankindustry. The preparation of financial statemémtsonformity with GAAP requires the
Company to make estimates and judgments that dffeaeported amounts of assets and liabilitiestaedlisclosure of contingent assets and
liabilities at the date of the consolidated finahstatements, and the reported amounts of reveangeexpenses during the reporting period.
Estimates that are particularly susceptible to gkan the near term are used in connection witld#termination of the allowances for loan
losses; the valuation of mortgage servicing rigitdSRs”); the evaluation of goodwill for impairmerthe evaluation of other-than-temporary
impairment (“OTTI") on securities; and the evaloatiof the need for a valuation allowance on the gamy’s deferred tax assets.

The unaudited consolidated financial statementsidecthe accounts of the Company and other entitiegich the Company has a
controlling financial interest. All inter-companga@unts and transactions are eliminated in corstitid. These unaudited consolidated
financial statements should be read in conjunatiih the audited consolidated financial statemamis notes thereto included in the
Company’s 2013 Annual Report on Form 10-K. The Canypcurrently has certain unconsolidated subsgkari the form of wholly-owned
statutory business trusts, which were formed toeigguaranteed capital debentures (“capital seesfjtiPlease see Note 7, “Borrowed Funds,”
for additional information regarding these trusts.




Effects of New Accounting Pronouncemer

In January 2014, the Financial Accounting Stand&aksrd (“FASB”) issued Accounting Standards UpdafsU”) No. 2014-01,
“Investments — Equity Method and Joint Venturespi€@®23), Accounting for Investments in Qualifiedf@kdable Housing Projects.” The
amendments in ASU No. 2014-01 provide guidancecomounting for investments by a reporting entitflaw-through limited liability
entities that manage or invest in affordable haygirojects that qualify for the low-income houstag credit. The amendments permit
reporting entities to make an accounting policgds to account for their investments in qualifefifbrdable housing projects using the
proportional amortization method if certain cormtits are met. The Company chose to apply this nésagae for the period beginning on
January 1, 2014.

The impact of applying this new guidance includeklLe8 million reduction in the balance of retairanings as of January 1, 2014.
The total amount of affordable housing tax creditd other tax benefits projected to be recognizeihg calendar year 2014, and the related
amount of amortization recognized as a componeimoafne tax expense for calendar year 2014, aferidlion and $2.8 million,
respectively. The commitment of additional antitgzhequity contributions of $7.3 million relating ¢urrent investments is reflected in
“Other liabilities.” Retrospective application dfe new amortization methodology would not result imaterial change to prior-period
presentations.

Note 2. Computation of Earnings per Share

Basic earnings per share (“EPS”) is computed bidafig net income by the weighted average numbeoafmon shares outstanding
during the period. Diluted EPS is computed usirgghme method as basic EPS, however, the computaflects the potential dilution that
would occur if outstanding in-the-money stock opsiavere exercised and converted into common stock.

Unvested stock-based compensation awards contaioimgorfeitable rights to dividends are considgpadicipating securities, and
therefore are included in the two-class methoccédculating EPS. Under the two-class method, ahiiegs (distributed and undistributed) are
allocated to common shares and participating seéesirbased on their respective rights to receivielehds. The Company grants restricted
stock to certain employees under its stock-basatpensation plans. Recipients receive cash dividdudag the vesting periods of these
awards, including on the unvested portion of sughrds. Since these dividends are non-forfeitahke unvested awards are considered
participating securities and therefore have eamailpcated to them.

The following table presents the Company’s compatiadf basic and diluted EPS for the periods indida

Three Months Ended Nine Months Ended
September 30, September 30,

(in thousands, except share and per share 2014 2013 2014 2013
Net income $ 120,25¢ $ 114,200 $ 354,20C $  355,39:
Less: Dividends paid on and earnings allocated to

participating securitie (851) (723) (2,500 (2,248)
Earnings applicable to common stc $ 119,400 $ 113477 $ 351,70C $ 353,14
Weighted average common shares outstan 441,127,55 439,435,57° 440,953,12 439,199,48
Basic earnings per common sh $ 0.27 $ 0.26 $ 0.80 $ 0.8C
Earnings applicable to common stc $ 119,407 $ 113477 $ 351,70C $ 353,14
Weighted average common shares outstan 441,127,55 439,435,57° 440,953,12 439,199,48
Potential dilutive common shar(®) - - - 3,971
Total shares for diluted earnings per share contipat 441,127,55 439,435,57° 440,953,12 439,203,45
Diluted earnings per common share and common share
equivalents $ 0.27 $ 0.26 $ 0.8C $ 0.80

(1) Options to purchase 58,560 shares of the Cogipaommon stock that were outstanding in theettaned nine months ended September 30, 2014, at a
weighted average exercise price of $18.04, werkidzd from the respective computations of dilut&SEbecause their inclusion would have had an
antidilutive effect. Options to purchase 62,040reba@f the Company’s common stock that were outigtgrin the three and nine months ended
September 30, 2013, at a weighted average exgnéggeof $17.95, were excluded from the respeativaputations of diluted EPS because their
inclusion also would have had an antidilutive efff




Note 3. Reclassifications Out of Accumulated Othe€omprehensive Loss“(AOCL ")

(in thousands For the Nine Months Ended September 30, 2014
Amount Reclassified

from Affected Line Item in the
Details Aboul Accumulated Othe Consolidated Statement of Incol

Accumulated Other Comprehensive Lt Comprehensivi Loss (1) and Comprehensive Incor

Unrealized gains on availal-for-sale securitie $ 5,317 Net gain on sales of securiti
(2,14€) Income tax expens

$ 3,171 Net gain on sales of securities, net of

Amortization of defined benefit pension plan itel
Included in the computation of net

Prior-service cost $ 186 periodic (credit) expend?
Included in the computation of net
Actuarial losse: (2,820) periodic (credit) expeng?

(2,634 Total before ta:
1,064 Income tax benefi

Amortization of defined benefit pension
(1,570) plan items, net of ta

1,601

&

»

Total reclassifications for the peri

(1) Amounts in parentheses indicate expense it
(2) Please see Note “Pension and Other P-Retirement Benefit” for additional information

Note 4. Securities

The following table summarizes the Company’s pdidfof securities available for sale at Septemlierz914:

September 30, 2014

Gross Gross
Amortized Unrealized Unrealized

(in thousands Cost Gain Loss Fair Value
MortgageRelated Securities

GSE® certificates $ 19,29t $ 1,397 $ - % 20,69z

GSE CMOs2) 59,49¢ 743 1,167 59,07t

Private label CMO: 9,417 -- 50 9,367
Total mortgag-related securitie $ 88,211 $ 2,14C $ 1,217 $ 89,13¢
Other Securities

Municipal bonds $ %4 $ 133 % - $ 1,097

Capital trust note 13,42¢ 51 1,87C 11,60¢

Preferred stoc 118,20¢ 5,11€ 635 122,68¢

Common stocl 17,94: 608 45 18,50¢
Total other securitie $ 150,54 $ 5906 $ 255C $ 153,89¢
Total securities available for si $ 238,751 $ 8,04 $ 3,767 $ 243,03

(1) Governmer-sponsored enterprit

(2) Collateralized mortgage obligatio

At September 30, 2014, the fair value of marketalleity securities included corporate preferredlstaf $122.7 million and common
stock of $18.5 million, with the latter primarilynsisting of mutual funds that are Community Restweent Act-qualified investments.
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The following table summarizes the Company’s pdidfof securities available for sale at DecemberZil 3:

December 31, 2013

Gross Gross
Amortized Unrealized Unrealized

(in thousands Cost Gain Loss Fair Value
MortgageRelated Securities

GSE certificate: $ 23,75¢ $ 1,44z $ 1 % 25,20(C

GSE CMOs 62,082 598 1,861 60,81¢

Private label CMO: 10,21« -- 12 10,20z
Total mortgag-related securitie $ 96,055 $ 2,04C $ 1874 $ 96,221
Other Securities

Municipal bonds $ 957 $ 69 $ - $ 1,02¢€

Capital trust note 13,41¢ 60 1,681 11,79¢

Preferred stoc 118,20t 1,93€ 3,902 116,23¢

Common stocl 51,65/ 4,09z 293 55,454
Total other securitie $ 184,23t $ 6,156 $ 587¢ $ 184,517
Total securities available for si $ 280,29( $ 8,19¢ $ 7,75C $ 280,73¢

The following tables summarize the Company’s pdidfof securities held to maturity at September34 and December 31, 2013:

September 30, 2014

Gross Gross
Amortized Carrying Unrealized Unrealized

(in thousands Cost Amount Gain Loss Fair Value
MortgageRelated Securities

GSE cetrtificate! $ 251503 $ 2,515,030 $ 7421z % 1389z $  2,575,35(

GSE CMOs 1,764,78: 1,764,78: 55,971 3,352 1,817,40:
Total mortgag-related securitie $ 427981 $ 4,27981: $ 130,18 $ 17,24¢ $  4,392,75:
Other Securities

GSE debenture $ 2,780,33( $ 2,780,33( $ 16,53C $ 86,86 $  2,710,00(

Corporate bond 73,211 73,211 12,381 -- 85,592

Municipal bonds 59,277 59,277 5 1,77¢% 57,507

Capital trust note 84,47( 75,612 5,587 10,03¢ 71,16%
Total other securitie $ 2997,28¢ $ 2,98843( $ 34,50 $ 98,671 $  2,924,26.
Total securities held to maturi®) $ 7,277,10. $ 7,268,24: $ 164,68t $ 11591 $  7,317,01!

(1) Held-to-maturity securities are reported aagying amount equal to amortized cost less ttmeanedit portion of OTTI recorded in AOCL. At
September 30, 2014, the r-credit portion of OTTI recorded in AOCL was $8.91an (before taxes)




December 31, 2013

Gross Gross
Amortized Carrying Unrealized Unrealized

(in thousands Cost Amount Gain Loss Fair Value
MortgageRelated Securities

GSE cetrtificate! $ 2,529,10. $ 2,529,10. $ 30,14t $ 61,28 $ 2,497,96

GSE CMOs 1,878,88! 1,878,88! 29,33( 22,52( 1,885,69!
Total mortgag-related securitie $ 440798 $ 4,40798 $ 59,47t $ 83,80C $  4,383,66:
Other Securities

GSE debenture $ 3,05325. $ 3,05325. $ 6,51z $ 208,50¢ $  2,851,25¢

Corporate bond 72,89¢ 72,89¢ 11,063 -- 83,962

Municipal bonds 60,462 60,462 19 3,84¢ 56,632

Capital trust note 84,871 75,681 3,134 9,08€ 69,72¢
Total other securitie $ 3,271,48" $  3,262,29! $ 20,72¢ $ 221,441 $  3,061,58:
Total securities held to maturi® $ 767947, $ 7,670,28: $ 80,20 $ 305,241 $  7,445,24.

(1) Held-to-maturity securities are reported aagying amount equal to amortized cost less ttmeanedit portion of OTTI recorded in AOCL. At
December 31, 2013, the r-credit portion of OTTI recorded in AOCL was $9.2lah (before taxes)

The Company had $520.4 million and $561.4 milliéfrederal Home Loan Bank (“FHLB") stock, at costSaptember 30, 2014 and
December 31, 2013, respectively, primarily consgbf stock in the FHLB-New York (“FHLB-NY”). The @mpany is required to maintain
an investment in FHLB-NY stock in order to haveesxto the funding it provides to the Company.

The following table summarizes the gross procegabss realized gains, and gross realized lossestfie sale of available-for-sale
securities during the nine months ended Septenthe2®.4 and 2013:

For the Nine Months Ended

September 30,
(in thousands 2014 2013
Gross proceec 254,491 $ 593,551
Gross realized gair 5,317 6,212

Gross realized losst =

In addition, during the nine months ended SepterBbeR013, the Company sold held-to-maturity sei@sriwith gross proceeds of
$191.1 million and gross realized gains of $11.8iom, all of which were securities on which ther@pany had collected a substantial por
(at least 85%) of the initial principal balance. dimparable sales occurred in the first nine moott2014.

In the following table, the beginning balance reprgs the credit loss component for debt secuitieshich OTTI occurred prior to
January 1, 2014. For creditpaired debt securities, OTTI recognized in eaggiafter that date is presented as an additiomarcomponents
based upon whether the current period is thetfiret a debt security was credit-impaired (initie¢dit impairment) or is not the first time a
debt security was credit-impaired (subsequent thaghiairment).

For the Nine Months
Ended

(in thousands September 30, 2014
Beginning credit loss amount as of December 313! $ 216,33¢
Add: Initial othe-thar-temporary credit losse --
Subsequent oth-thar-temporary credit losse --
Amount previously recognized in AOC --
Less: Realized losses for securities ¢ -
Securities intended or required to be ¢ --
Increases in expected cash flows on debt secu --
Ending credit loss amount as of September 30, : $ 216,334
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The following table summarizes the carrying amowams estimated fair values of held-to-maturity dedsturities, and the amortized
costs and estimated fair values of available-fée-dabt securities, at September 30, 2014, by acnial maturity. Mortgage-related securities
held to maturity and available for sale, all of elhhave prepayment provisions, are distributedrt@mturity category based on the ends of the
estimated average lives of such securities. Prah@ipd amortization prepayments are not shown ity categories as they occur, but are
considered in the determination of estimated avelifg

At September 30, 201«

U.S.
Mortgage- Treasury
Relatec Average and GSE Average Municipal ~ Average Other Debt  Average
Securities

(dollars in thousand:s Securities Yield Obligations Yield Bonds Yield @ @ Yield Fair Value
Held-to-Maturity Securities

Due within one yea $ - -% $ - -% $ - -% $ - -% $ -

Due from one to five yeal 841 5.89 60,19 4.17 967 2.96 -- -- 67,54¢

Due from five to ten yeal 3,233,78( 3.22 2,707,85: 2.74 -- -- 47,251 3.14  6,000,17¢

Due after ten yeal 1,045,19¢ 3.36 12,28¢ 3.99 58,31C 2.85 101,572 5.80 1,249,29(
Total debt securities held to matur $4,279,81« 3.25% $ 2,780,33( 2.78% $ 59,277 2.85% $  148,82¢ 4.96% $7,317,01!
Available-for-Sale Securities®

Due within one yea $ - -% $ - -% $ 125 6.09% $ - -% $ 126

Due from one to five yea 4,088 6.82 - - 558 6.45 - = 4,921

Due from five to ten yeai 16,137 3.72 -- -- 281 6.63 -- -- 17,41¢

Due after ten yeal 67,991 3.59 - - - - 13,42¢ 5.67 79,371
Total debt securities available for s $ 88,211 3.76% $ -- -% $ 964 6.46% $ 13,42¢ 5.67% $ 101,84(

(1) Not presented on a t-equivalent basis

(2) Consists of corporate bonds and capital mogs. Included in capital trust notes are $247d¥qiboled trust preferred securities held to mgtuall of
which are due after ten years. The remaining dapitst notes consist of sin¢-issue trust preferred securitit

(3) As equity securities have no contractual matutftgy have been excluded from this tal

The following table presents held-to-maturity andikable-for-sale securities having a continuouseahized loss position for less than
twelve months and for twelve months or longer aSeyitember 30, 2014:

At September 30, 201: Less than Twelve Montf Twelve Months or Longe Total
(in thousands Fair Value  Unrealized Los _Fair Value  Unrealized Los Fair Value  Unrealized Los
Temporarily Impaired He-to-Maturity Debt Securities
GSE debenture $ 12989« $ 75 $ 2,150,52! $ 86,78t $ 2,280,41¢ $ 86,86(
GSE certificate: 269,51¢ 1,60€ 493,28¢ 12,28€ 762,80¢ 13,89z
GSE CMOs 52,932 93 147,83¢ 3,25¢ 200,771 3,352
Municipal bonds 14,07¢ 158 42,45¢ 1,617 56,534 1,77¢
Capital trust note 24,907 93 36,23¢ 9,943 61,14% 10,03¢€
Total temporarily impaired he-to-maturity debt securitie $ 49133 $ 2,028 $ 287034 $ 113,89C $ 3,361,67° $ 115,91¢

Temporarily Impaired Availab-for-Sale Securities
Debt Securities

Private label CMO: $ 9,367 $ 50 $ - $ - $ 9,367 $ 50

GSE CMOs -- -- 45,45¢ 1,167 45,45¢ 1,167

Capital trust note 1,99¢ 8 5,56€ 1,862 7,55¢ 1,87C

Total temporarily impaired availal-for-sale debt securitie $ 11,36C $ 58 $ 51,02 $ 3,02¢ $ 62,382 $ 3,087
Equity securitie: 8,897 171 14,784 509 23,681 680
Total temporarily impaired availal-for-sale securitie $ 20,257 $ 229 3 65,806 $ 353t $ 86,06 $ 3,767
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The following table presents held-to-maturity andikble-for-sale securities having a continuouseahzed loss position for less than
twelve months and for twelve months or longer aBetember 31, 2013:

At December 31, 201: Less than Twelve Montt Twelve Months or Longe Total
(in thousands Fair Value  Unrealized Los _Fair Value  Unrealized Los _Fair Value  Unrealized Los
Temporarily Impaired He-to-Maturity Debt Securities
GSE debenture $ 2,777,417 $ 208,50¢ $ - $ - $ 277741 $ 208,50¢
GSE certificate: 1,684,79: 61,28C - -- 1,684,79: 61,28C
GSE CMOs 936,691 22,52C - -- 936,691 22,52C
Municipal bonds 55,33¢ 3,84¢ - -- 55,33¢ 3,84¢
Capital trust note 24,90c 100 37,181 8,98€ 62,081 9,08€
Total temporarily impaired he-to-maturity debt securitie $ 5479,13: $ 296,25 $ 37,181 $ 8,98¢ $ 5,516,31! $ 305,241

Temporarily Impaired Availab-for-Sale Securities
Debt Securities

GSE cetrtificate: $ - $ - $ 110 $ 1 % 110 $ 1

Private label CMO: 10,202 12 - - 10,20z 12

GSE CMOs 44,72¢ 1,861 - - 44,72¢ 1,861

Capital trust note 1,992 8 5,74€ 1,673 7,73¢€ 1,681

Total temporarily impaired availal-for-sale debt securitie $ 56,91¢ $ 1,881 $ 585€ $ 1,674 $ 62,77 $ 3,55¢
Equity securitie: 75,88€ 4,195 -- -- 75,88€ 4,195
Total temporarily impaired availal-for-sale securitie $ 132,808 $ 6,07¢ $ 585¢€ $ 1674 $ 138,661 $ 7,75C

An OTTI loss on impaired securities must be fulbgagnized in earnings if an investor has the ini@sell the debt security, or if it is
more likely than not that the investor will be re@gd to sell the debt security before recoveryt®imortized cost. However, even if an
investor does not expect to sell a debt secutitpuist evaluate the expected cash flows to bevedeaind determine if a credit loss has
occurred. In the event that a credit loss occurly, the amount of impairment associated with theglitrloss is recognized in earnings.
Amounts relating to factors other than credit Iesaee recorded in AOCL. FASB guidance also requadsiitional disclosures regarding the
calculation of credit losses, as well as factorsstered by the investor in reaching a concludia &n investment is not other-than-
temporarily impaired.

Securities in unrealized loss positions are analyepart of the Company’s ongoing assessment @1.QVhen the Company intends
to sell such securities, the Company recognizémpairment loss equal to the full difference betwé#ge amortized cost basis and the fair
value of those securities. When the Company doestend to sell equity or debt securities in ameatized loss position, potential OTTI is
considered based on a variety of factors, includlreglength of time and extent to which the failueshas been less than the cost; adverse
conditions specifically related to the industrye tieographic area, or financial condition of tteeiés, or the underlying collateral of a secui
the payment structure of the security; changebdaating of the security by a rating agency; tokatility of the fair value changes; and
changes in fair value of the security after theabaé sheet date. For debt securities, the Comsiimyades cash flows over the remaining life
of the underlying collateral to assess whetheritteskses exist and, where applicable, to deternfiapy adverse changes in cash flows have
occurred. The Company’s cash flow estimates talcedancount expectations of relevant market and @oindata as of the end of the
reporting period. As of September 30, 2014, the gamy did not intend to sell its securities withuammealized loss position, and it was more
likely than not that the Company would not be reegito sell these securities before recovery df #raortized cost basis. The Company
believes that the securities with an unrealized fussition were not other-than-temporarily impaiasdf September 30, 2014.

Other factors considered in determining whetheratran impairment is temporary include the seyeritthe impairment; the cause of
the impairment; the near-term prospects of thgeissand the forecasted recovery period usingeatigstimates of volatility in market
interest rates (including liquidity and risk prems).

Management’s assertion regarding its intent nseth or that it is not more likely than not thaétCompany will be required to sell a
security before its anticipated recovery, is bamed number of factors, including a quantitativineste of the expected recovery period
(which may extend to maturity), and managementanded strategy with respect to the identified sgcar portfolio. If management does
have the intent to sell, or believes it is moreljkthan not that the Company will be requireddth the security before its anticipated recov
the unrealized loss is charged directly to earningee Consolidated Statement of Income and Cohgmrgive Income.
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The unrealized losses on the Company’s GSE mortgglgted securities and GSE debentures at Septe30b@014 were primarily
caused by movements in market interest rates aeddpolatility, rather than credit risk. It is eqied that these securities will not be settled
at a price that is less than the amortized cotefCompany’s investment. Because the Company mudsave the intent to sell the
investments, and it is not more likely than not th& Company will be required to sell them befihre anticipated recovery of fair value,
which may be at maturity, the Company did not cdasthese investments to be other than temporanihaired at September 30, 2014.

The Company reviews quarterly financial informatrefated to its investments in municipal bonds eayital trust notes, as well as
other information that is released by each of siseérs of such bonds and notes, to determineabeiinued creditworthiness. The contractual
terms of these investments do not permit settlmgsecurities at prices that are less than thetaedrcosts of the investments; therefore, the
Company expects that these investments will naetbed at prices that are less than their amariiosts. The Company continues to mor
these investments and currently estimates thgirédsent value of expected cash flows is not lees the amortized cost of the securities.
Because the Company does not have the intentlttheghvestments, and it is not more likely than tihat the Company will be required to
sell them before the anticipated recovery of failue, which may be at maturity, it did not consitterse investments to be other-than-
temporarily impaired at September 30, 2014. ltisgible that these securities will perform worsantts currently expected, which could lead
to adverse changes in cash flows from these sesuand potential OTTI losses in the future. Fuewents that could trigger material
unrecoverable declines in the fair values of then@any’s investments, and result in potential OBkES, include, but are not limited to,
government intervention; deteriorating asset qualitd credit metrics; significantly higher levefsdefault and loan loss provisions; losses in
value on the underlying collateral; deterioratimgdit enhancement; net operating losses; and fuittiggiidity in the financial markets.

At September 30, 2014, the Company’s equity saeargortfolio consisted of perpetual preferred lst@ommon stock, and mutual
funds. The Company considers a decline in thevidire of available-for-sale equity securities tootiger than temporary if the Company does
not expect to recover the entire amortized cosshi#ghe security. The unrealized losses on the@my’s equity securities at the end of
September 2014 were primarily caused by marketiipfaThe Company evaluated the near-term protpeta recovery of fair value for
each security in the portfolio, together with tleeerity and duration of impairment to date. Basedhis evaluation, and its ability and intent
to hold these investments for a reasonably suffiqgieriod of time to realize a near-term forecasemwvery of fair value, the Company did
not consider these investments to be other-thapdeanily impaired at September 30, 2014. Nonetlseli¢ss possible that these equity
securities will perform worse than is currently egfed, which could lead to adverse changes in thigivalues, or the failure of the securities
to fully recover in value as presently forecastgdrianagement. This potentially would cause the Gomipio record OTTI losses in future
periods. Events that could trigger material dedlimethe fair values of these securities includg,dve not limited to, deterioration in the
equity markets; a decline in the quality of theni@rtfolios of the issuers in which the Companyg mvested; and the recording of higher
loan loss provisions and net operating losses bly Bsuers.

The investment securities designated as havingnéinemus loss position for twelve months or mor&eptember 30, 2014 consistec
thirty-one agency mortgadscked securities, seventeen agency debt secusitteggency CMOSs, six capital trust notes, two ioipal bonds
and one preferred stock security. At December 8132the investment securities designated as havgantinuous loss position for twelve
months or more consisted of six capital trust nated one mortgage-backed security. At Septembe2@®0} and December 31, 2013, the
combined market value of the respective secunipsesented unrealized losses of $117.4 million&r®d7 million. At September 30, 2014,
the fair value of securities having a continuowssIposition for twelve months or more was 3.9% \elte collective amortized cost of $3.1
billion. At December 31, 2013, the fair value otbsecurities was 19.9% below the collective amedicost of $53.7 million.
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Note 5. Loans
The following table sets forth the composition e foan portfolio at September 30, 2014 and Decedibe2013:

September 30, 2014 December 31, 2013
Percent o Percent o
Non-Covered Non-Covered
Loans Held fol Loans Held fol
(dollars in thousand: Amount Investmen Amount Investmen
Non-Covered Loans Held for Investme
Mortgage Loans
Multi-family $ 22,862,49 70.99% $ 20,699,92 69.41%
Commercial real esta 7,660,77¢ 23.7¢ 7,364,23: 24.7C
One-to-four family 404,75( 1.26 560,73( 1.88
Acquisition, development, and construct 310,58t 0.96 344,10( 1.15
Total mortgage loans held for investm 31,238,601 96.92% 28,968,98! 97.14%
Other Loans
Commercial and industri 824,18¢ 2.56 712,26( 2.39
Lease financing, net of unearned income
of $7,771 and $5,72 135,83: 0.42 101,43 0.34
Total commercial and industrial loa 960,01¢ 2.98 813,69’ 2.73
Other 33,95¢ 0.11 39,03¢ 0.13
Total other loans held for investme 993,97¢ 3.08 852,727 2.86
Total nor-covered loans held for investme $ 32,232,58: 100.0(% $ 29,821,71! 100.0(%
Net deferred loan origination cos 19,42¢ 16,27¢
Allowance for losses on n-covered loan (139,749 (141,946
Non-covered loans held for investment, $ 32,112,26! $ 29,696,04.
Covered loan 2,504,62. 2,788,61¢
Allowance for losses on covered lo¢ (45,682) (64,069
Total covered loans, n $ 2,458,94( $ 2,724,54¢
Loans held for sal 680,14 306,91¢
Total loans, ne $ 35,251,35: $ 32,727,50

Non-Covered Loans
Nor-Covered Loans Held for Investment

The vast majority of the loans the Company origisdbr investment are multi-family loans, most dfieh are collateralized by non-
luxury apartment buildings in New York City thaeaent-regulated and feature below-market rentadttition, the Company originates
commercial real estate (“CRE”") loans, most of whach collateralized by properties located in Newkv@ity and Long Island.

The Company also originates one-to-four family kacquisition, development, and construction (“APlGans; and commercial and
industrial (“C&I") loans for investment. ADC loarase primarily originated for multi-family and residitial tract projects in New York City
and on Long Island, while one-to-four family loaare originated both within and beyond the marketsed by its branch offices. C&I loans
consist of asset-based loans, equipment loanseasdd, and dealer floor plan loans (together, fajpedinance loans and leases”) that are
made to nationally recognized borrowers throughloeitU.S. and are senior debt-secured; and other@8as, both secured and unsecured,
that primarily are made to small and mid-size besges in Metro New York. Such C&l loans are tyfycalade for working capital, business
expansion, and the purchase of machinery and e@mpm

Payments on multi-family and CRE loans generallyatte on the income produced by the underlying ptigsewhich, in turn,
depends on their successful operation and manadeAwmordingly, the ability of the Company’s borrews to repay these loans may be
impacted by adverse conditions in the local retesnarket and the local economy. While the Compgmerally requires that such loans be
qualified on the basis of the collateral propertsrent cash flows, appraised value, and debicsepoverage ratio, among other factors,
there can be no assurance that its underwritingipslwill protect the Company from credit-relatedses or delinquencies.
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The one-to-four family loans that are held for istreent consist primarily of hybrid loans (both jusrdnd agency-conforming) that
have been made at conservative loan-to-value ratibsrrowers with a documented history of repayhejr debts.

ADC loans typically involve a higher degree of dteisk than loans secured by improved or ownerapéed real estate. Accordingly,
borrowers are required to provide a guaranteepEymment and completion, and loan proceeds are misbwas construction progresses, as
certified by in-house or third-party engineers. Tis& of loss on an ADC loan is largely dependepdruthe accuracy of the initial appraisal of
the property’s value upon completion of construttio development; the estimated cost of constractimluding interest; and the estimated
time to complete and/or sell or lease such prop@ittg Company seeks to minimize these risks by taiaing conservative lending policies
and rigorous underwriting standards. However, éf¢lstimate of value proves to be inaccurate, teeafacompletion is greater than expected,
the length of time to complete and/or sell or lethsecollateral property is greater than anticigate if there is a downturn in the local
economy or real estate market, the property coale fa value upon completion that is insufficienassure full repayment of the loan. This
could have a material adverse effect on the quafithe ADC loan portfolio, and could result in$es or delinquencies.

To minimize the risk involved in specialty finaniemding and leasing, the Company primarily paratgs in broadly syndicated asset-
based loans, equipment loan and lease financingdealer floor plan loans that are presented bgetlweho are on an approved list of select,
nationally recognized sources with whom its lendifficers have established long-term funding relaghips. The loans and leases, which are
secured by a perfected first security intereshenuinderlying collateral and structured as serédt,care made to large corporate obligors, the
majority of which are publicly traded, carry invesnt grade or near-investment grade ratings, jjzatiein stable industries, and are located
nationwide. To further minimize the risk involvedspecialty finance lending and leasing, the Comparunderwrites each transaction; in
addition, it retains outside counsel to conduatrthier review of the underlying documentation.

To minimize the risks involved in other C&I lendinfpe Company underwrites such loans on the bésieaash flows produced by
the business; requires that such loans be colletedsby various business assets, including inugnquipment, and accounts receivable,
among others; and requires personal guaranteeseVmthe capacity of a borrower to repay such &16&n is substantially dependent on
the degree to which his or her business is suagessfaddition, the collateral underlying suchrisanay depreciate over time, may not be
conducive to appraisal, or may fluctuate in vahssed upon the results of operations of the busines

Included in non-covered loans held for investmér@eptember 30, 2014 and December 31, 2013 wens toanon-officer directors of
$130.1 million and $149.4 million, respectively.

Loans Held for Sal

The Community Bank’s mortgage banking operation gatablished in January 2010 to originate, agges@atd service one-to-four
family loans. Community banks, credit unions, magg companies, and mortgage brokers use its ptaprieeb-accessible mortgage
banking platform to originate and close one-to-flamily loans throughout the U.S. These loans aregally sold, servicing retained, to
GSEs. To a much lesser extent, the Community Baek its mortgage banking platform to originatedixate jumbo loans under contract for
sale to other financial institutions. The volumguwhbo loan originations has been insignificand&be, and the Company does not expect
loans to represent a material portion of the hetdshle loans it originates. Included in the Seften80, 2014 held for sale balance were
$398.7 million of one-to-four family and commercaald industrial loans that transferred from loagisl fior investment during the
quarter. The Company also services mortgage lfmansrious third parties, primarily including tte# sells to GSEs. The unpaid principal
balance of loans serviced for others was $22.ibhilit September 30, 2014 and $21.5 billion at D= 31, 2013.
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Asset Quality

The following table presents information regardihg quality of the Company’s non-covered loans eldnvestment at
September 30, 2014:

Loans 90
Days
or More
Delinquent
Loans Non- and Still Total
30-89 Days Accrual Accruing Past Due Current Total Loans
(in thousands Past Due Loans Interest Loans Loans Receivable
Multi-family $ 2,51€ $ 29,94z % - $ 32,45¢ $ 22,830,03° $ 22,862,49!
Commercial real esta 164 28,58¢ - 28,75( 7,632,02¢ 7,660,77¢
One-to-four family 2,451 10,57¢ - 13,02¢ 391,72« 404,75(
Acquisition, development, and
constructior -= 2,32¢ -= 2,32¢ 308,251 310,58¢
Commercial and industri() -- 8,43¢ -- 8,43¢ 951,58( 960,01¢
Other 1,274 1,14¢ - 2,42¢ 31,53¢ 33,95¢
Total $ 6,405 $ 81,01¢ $ - $ 87,42¢ $ 32,145,15 $ 32,232,58:

(1) Includes lease financing receivables, all of whigre current at September 30, 2C

The following table presents information regardiihg quality of the Company’s non-covered loans li@ldnvestment at
December 31, 2013:

Loans 90
Days
or More
Delinquent
Loans Non- and Still Total
30-89 Days Accrual Accruing Past Due Current Total Loans
(in thousands Past Due Loans Interest Loans Loans Receivable
Multi-family $ 33,67¢ $ 58,39t $ - $ 92,07¢ $ 20,607,850 $ 20,699,92'
Commercial real esta 1,854 24,55( -- 26,40 7,337,82° 7,364,23:
One-to-four family 1,07¢ 10,931 -- 12,01z 548,71 560,73(
Acquisition, development, and
constructior -- 2,571 -- 2,571 341,52¢ 344,10(
Commercial and industri{%) 1 5,73& - 5,73€ 807,95¢ 813,691
Other 480 1,34¢ - 1,82¢ 37,201 39,03¢
Total $ 37,08¢ $ 103,537 $ - $ 140,62¢ $ 29,681,08' $ 29,821,71!

(1) Includes lease financing receivables, all of whigre current at December 31, 20

The following table summarizes the Company’s pdidfof non-covered loans held for investment bydirguality indicator at
September 30, 2014:

Acquisition, Total Total
Commercial  One-to-Four Development, Mortgage Commercial Other Loan
Multi- and Industrial
(in thousands Family Real Estate Family and Construction Loans 1) Other Segment
Credit Quality Indicator
Pass $ 22,799,070 $ 7,611,590 $ 398611 $ 307,91¢ $31,117,19¢ $ 910,11« $ 32,806 $  942,92;
Special mentiol 27,104 13,63¢€ - - 40,74C 40,957 - 40,957
Substandar 36,31¢ 35,54¢ 6,135 2,667 80,667 8,94¢ 1,14€ 10,09¢
Doubtful - - - - - - - -
Total $ 22,862,49! $ 7,660,77¢ $  404,75( $ 310,58t $ 31,238,601 $ 960,01¢ $ 33,95¢ $  993,97¢

(1) Includes lease financing receivables, all of whigre classified a“pas<”
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The following table summarizes the Company’s pdidfof non-covered loans held for investment bydrguality indicator at
December 31, 2013:

Acquisition, Total Total
Commercial One-to+our Development, Mortgage Commercial Other Loan
Multi- and Industrial
(in thousands Family Real Estate Family and Construction Loans 1) Other Segment
Credit Quality Indicator
Pass $ 20,527,461 $ 7,30450. $ 554,13. $ 333,80t $ 28,719,89¢ $ 793,69: $ 37,68¢ $ 831,38!
Special mentiol 73,54¢ 25,407 - 7,40C 106,35¢ 13,03¢ - 13,03¢
Substandar 98,91¢ 33,822 6,59¢ 2,89t 142,23: 6,80¢ 1,34¢ 8,15€
Doubtful -- 500 -- -- 500 154 -- 154
Total $ 20,699,927 $ 7,36423. $ 560,73( $ 344,10 $ 28,968,98! $ 813,691 $ 39,03¢ $ 852,727

(1) Includes lease financing receivables, all of whigre classified a“pas<”

The preceding classifications follow regulatorydglines and can be generally described as follpass loans are of satisfactory
quality; special mention loans have a potentialkmeas or risk that may result in the deterioratibfuture repayment; substandard loans are
inadequately protected by the current net worthaydng capacity of the borrower or of the collatgrledged (these loans have a well-
defined weakness and there is a distinct possilbbiiat the Company will sustain some loss); andotfoliloans, based on existing
circumstances, have weaknesses that make collemtiaquidation in full highly questionable and ingipable. In addition, one-to-four family
loans are classified utilizing an inter-regulatagency methodology that incorporates the extedebfquency and the loan-to-value ratios.
These classifications are the most current avalaht generally have been updated within thewsst/e months.

Troubled Debt Restructurings

The Company is required to account for certain fi@tdnvestment loan modifications or restructusrgs “Troubled Debt
Restructurings” (“TDRs"). In general, a modificatior restructuring of a loan constitutes a TDFh& Company grants a concession to a
borrower experiencing financial difficulty. Loansdified as TDRs generally are placed on non-acatalis until the Company determines
that future collection of principal and interestéasonably assured, which requires that the beromonstrate performance according tc
restructured terms for a period of at least sixseguntive months.

In an effort to proactively manage delinquent Igahe Company has selectively extended to cer@iirolvers concessions such as rate
reductions, extension of maturity dates, and fadreze agreements. As of September 30, 2014, loandizh concessions were made with
respect to rate reductions and/or extension of ritptlates amounted to $37.0 million; loans on wkHiarbearance agreements were reached
amounted to $6.0 million.

The following table presents information regardihg Company’s TDRs as of September 30, 2014 andmieer 31, 2013:

September 30, 2014 December 31, 2013
(in thousands Accruing Non-Accrual Total Accruing Non-Accrual Total
Loan Category
Multi-family $ 9,96z $ 12,64z $ 22,60 $ 10,08: $ 50,54¢ $ 60,631
Commercial real esta 2,137 16,15¢ 18,29¢ 2,19¢ 15,62¢ 17,82¢
One-to-four family - -- -- -- -- --
Acquisition, development, and
constructior - 935 935 -- -- --
Commercial and industrii - 1,203 1,202 1,12¢ 758 1,887
Total $ 12,09¢ $ 30,93¢ $ 43037 $ 13,41C $ 66,932 $ 80,34

The eligibility of a borrower for work-out concesss of any nature depends upon the facts and ci#teuntes of each transaction,
which may change from period to period, and invsljglgment by Company personnel regarding theitiked that the concession will res
in the maximum recovery for the Company.
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In the nine months ended September 30, 2014, thg@oy classified one ADC loan in the amount of $988, one C&I loan in the
amount of $499,000, one multi-family loan in thecamt of $316,000, and one CRE loan in the amou®df million, as non-accrual TDRs.
While other concessions were granted to the bomawtiee interest rates on the loans were maintaifyea result, these TDRs did not have a
financial impact on the Company’s results of opgerat during the current nine-month period, with #xeeption of a $334,000 charge-off
recorded in connection with aforementioned $2.1iomICRE loan.

At September 30, 2014, none of the loans that leed Imodified as TDRs during the twelve months erad¢dat date were in payment
default. A loan is considered to be in payment dléfance it is 30 days contractually past due untidermodified terms.

The Company does not consider a payment to befauldevhen the loan is in forbearance, or otherwjismnted a delay of payment,
when the agreement to forebear or allow a delgagment is part of a modification. Subsequent ¢orttodification, the loan is not
considered to be in default until payment is casttrally past due in accordance with the modifiechte However, the Company does
consider a loan with multiple modifications or fedrance periods to be in default, and would alssider a loan to be in default if it was in
bankruptcy or was partially charged off subsequembodification.

Covered Loans

The following table presents the carrying value@fered loans acquired in the AmTrust and Desdls Hcquisitions as of
September 30, 2014:

Percent of
(dollars in thousands Amount Covered Loans
Loan Category
One-to-four family $ 2,282,06: 91.1%
All other loans 222 ,55¢ 8.9
Total covered loan $ 2,504,62. 100.(%

The Company refers to the loans acquired in the ArsiTand Desert Hills transactions as “covereddbaecause the Company is
being reimbursed for a substantial portion of lssze these loans under the terms of the FDIC loasrgy agreements. Covered loans are
accounted for under Accounting Standards Codifica(fASC”) Topic 310-30, “Loans and Debt Securithesquired with Deteriorated Credit
Quality” (“ASC 310-30")and are initially measured at fair value, whichudes estimated future credit losses expected todugred over th
lives of the loans. Under ASC 310-30, purchasezparmitted to aggregate acquired loans into omease pools, provided that the loans
have common risk characteristics. A pool is thesoaoted for as a single asset with a single cortpasierest rate and an aggregate
expectation of cash flows.

At September 30, 2014 and December 31, 2013, thaidiprincipal balances of covered loans were $8lidn and $3.3 billion,
respectively. The carrying values of such loansav&®.5 billion and $2.8 billion, respectively, hétcorresponding dates.

At the respective acquisition dates, the Compatiynased the fair values of the AmTrust and Deseltsitban portfolios, which
represented the expected cash flows from the piotfadiscounted at market-based rates. In estigatiich fair values, the Company: (a)
calculated the contractual amount and timing ofisowlinted principal and interest payments (the isoalinted contractual cash flows”); and
(b) estimated the expected amount and timing ofasodinted principal and interest payments (the tfsoalinted expected cash flows”). The
amount by which the undiscounted expected cashsfexeeed the estimated fair value (the “accretgbld”) is accreted into interest income
over the lives of the loans. The amount by whighuhdiscounted contractual cash flows exceed thescounted expected cash flows is
referred to as the “non-accretable difference.” mbe-accretable difference represents an estimate afréidt risk in the loan portfolios at t
respective acquisition dates.

The accretable yield is affected by changes inésterate indices for variable rate loans, changesepayment assumptions, and
changes in expected principal and interest paynmmsthe estimated lives of the loans. Changéstémnest rate indices for variable rate lo
increase or decrease the amount of interest in@xpected to be collected, depending on the dinectfanterest rates. Prepayments affect
estimated lives of covered loans and could chamgeamount of interest income and principal expetdduke collected. Changes in expected
principal and interest payments over the estimitted of covered loans are driven by the creditamk and by actions that may be taken with
borrowers.
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The Company periodically evaluates the estimatesentash flows it expects to collect. Expectedricash flows from interest
payments are based on variable rates at the tirfeeqferiodic evaluation. Estimates of expecteth flasvs that are impacted by changes in
interest rate indices for variable rate loans amgp@yment assumptions are treated as prospecéiccadjustments and included in interest
income.

Changes in the accretable yield for covered loariké nine months ended September 30, 2014 wdodi@ss:

(in thousands Accretable Yield

Balance at beginning of peric $ 796,99
Reclassification from n¢-accretable differenc 302,611
Accretion (104,195
Balance at end of peric $ 995,41!

In the preceding table, the line item “reclasstiima from non-accretable difference” includes chesxin cash flows that the Company
expects to collect due to changes in prepaymentgssons, changes in interest rates on variabéelcgns, and changes in loss assumptions.
As of the Company’s most recent periodic evaluatiba underlying credit assumptions improved whigbulted in an increase in future
expected interest cash flows and, consequentlin@eaase in the accretable yield. The effect of thcrease was partially offset by the
coupon rates on variable rate loans resetting lowkich resulted in a decrease in future expecttatést cash flows and, consequently, a
decrease in the accretable yield.

In connection with the AmTrust and Desert Hills aisitions, the Company also acquired other reatesiwned (“OREQ”), all of
which is covered under the FDIC loss sharing agesgsn Covered OREO was initially recorded at itsvested fair value on the acquisition
date, based on independent appraisals, less fheatsd selling costs. Any subsequent write-dowrestdudeclines in fair value have been
charged to non-interest expense, and have beegallyasffset by loss reimbursements under the FI2i€s sharing agreements. Any
recoveries of previous write-downs have been ceddid non-interest expense and partially offsethieyportion of the recovery that was due
to the FDIC.

The FDIC loss share receivable represents the mreakie of the estimated losses to be reimburgatldFDIC. The estimated losses
were based on the same cash flow estimates uskddérmining the fair value of the covered loans FDIC loss share receivable is reduced
as losses on covered loans are recognized andsasHaring payments are received from the FDIClizegklosses in excess of acquisition-
date estimates result in an increase in the FD3€ $hare receivable. Conversely, if realized loasetower than the acquisition-date
estimates, the FDIC loss share receivable is retlngeamortization to interest income.

The following table presents information regardihg Company’s covered loans that were 90 days oe past due at September 30,
2014 and December 31, 2013:

September 30
December 31,

(in thousands 2014 2013
Covered Loans 90 Days or More Past C
One-to-four family $ 144,881 $ 201,42t
Other loan: 7,90C 10,06(
Total covered loans 90 days or more past $ 152,781 $ 211,48¢

The following table presents information regardihg Company’s covered loans that were 30 to 89 dagsdue at September 30,
2014 and December 31, 2013:

September 30
December 31,

(in thousands 2014 2013
Covered Loans -89 Days Past Dut
One-to-four family $ 45,04t % 52,25(
Other loan: 3,931 5,67¢
Total covered loans -89 days past du $ 48,97¢ $ 57,92¢
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At September 30, 2014, the Company had $49.0 mithiocovered loans that were 30 to 89 days pastahecovered loans of $152.8
million that were 90 days or more past due but ictamed to be performing due to the applicationhefyield accretion method under ASC
310-30. The remaining portion of the Company’s ceddoan portfolio totaled $2.3 billion at SeptemB8, 2014 and was considered current
at that date. ASC 310-30 allows the Company toeggge credit-impaired loans acquired in the saszalfiquarter into one or more pools,
provided that the loans have common risk charatiesi A pool is then accounted for as a singletasith a single composite interest rate
an aggregate expectation of cash flows.

Loans that may have been classified as non-perfgrtoians by AmTrust or Desert Hills were no londessified as non-performing
by the Company because, at the respective dasejafsition, the Company believed that it wouldyfaollect the new carrying value of
these loans. The new carrying value representsahiactual balance, reduced by the portion thexgected to be uncollectible (i.e., the non-
accretable difference) and by an accretable ydikt6unt) that is recognized as interest incomis.ithportant to note that management’s
judgment is required in reclassifying loans subfecASC 31(-30 as performing loans, and such judgment is degrgrah having a reasonal
expectation about the timing and amount of the das¥s to be collected, even if the loan is contwadly past due.

The primary credit quality indicator for covereaits is the expectation of underlying cash flowse Tlompany recorded a recovery
losses on covered loans of $3.9 million in the ¢hrenths ended September 30, 2014. The recoveriavggdy due to an increase in expec
cash flows in the acquired portfolios of one-to+féamily and home equity loans, and was partlyetffsy FDIC indemnification expense of
$3.2 million recorded in non-interest income in tdoeresponding three-month period.

The Company recovered $18.4 million from the alloeafor losses on covered loans during the ninetinscended September 30,
2014. The recoveries were recorded in connectidi &n increase in expected cash flows on certadtspaf loans acquired in the Company’s
FDIC-assisted transactions, and were partly offgetDIC indemnification expense of $14.7 millionhieh was recorded in non-interest
income in the corresponding nine-month period.

Note 6. Allowances for Loan Losses

The following tables provide information regardithg Company’s allowances for losses on nomered and covered loans, based t
the method of evaluating loan impairment, at thieslandicated:

(in thousands Mortgage Other Total
Allowances for Loan Losses at September 30, 2

Loans individually evaluated for impairme $ - $ - $ --

Loans collectively evaluated for impairme 126,59¢ 13,14¢ 139,74«

Acquired loans with deteriorated credit qua 23,972 21,71C 45,682
Total $ 150,57C $ 34,85¢ $ 185,42¢
(in thousands Mortgage Other Total
Allowances for Loan Losses at December 31, 2!

Loans individually evaluated for impairme $ - $ - $ --

Loans collectively evaluated for impairme 127,84( 14,10¢ 141,94¢

Acquired loans with deteriorated credit qua 56,70¢ 7,364 64,06¢
Total $ 184,54 $ 21,47C $ 206,01¢

The following tables provide additional informaticegarding the methods used to evaluate the Congoboan portfolio for
impairment:

(in thousands Mortgage Other Total
Loans Receivable at September 30, 2(
Loans individually evaluated for impairme $ 66,92 $ 6,715 $ 73,63¢€
Loans collectively evaluated for impairme 31,171,68: 987,26: 32,158,94!
Acquired loans with deteriorated credit qua 2,282,06:¢ 222,55¢ 2,504,62.
Total $ 33,520,671 $ 1,216,53. $ 34,737,20.
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(in thousands Mortgage Other Total
Loans Receivable at December 31, 2(

Loans individually evaluated for impairme $ 109,38¢ $ 6,99€ $ 116,38t
Loans collectively evaluated for impairme 28,859,59! 845,731 29,705,33!
Acquired loans with deteriorated credit qua 2,529,20( 259,41¢ 2,788,61¢
Total $ 31,498,18 $ 1,112,14 $ 32,610,33

Allowance for Losses on N¢-Covered Loans

The following table summarizes activity in the allence for losses on non-covered loans for the mioeths ended September 30,
2014 and 2013:

For the Nine Months Ended September 30,

2014 2013
(in thousands Mortgage Other Total Mortgage Other Total
Balance, beginning of peric $ 127,84C $ 14,10¢ $ 141,94¢ $ 127,93 $ 13,012 $ 140,94¢
Chargeoffs (2,610 (5,194) (7,804) (12,71¢) (7,039 (19,755
Recoverie: 1,36¢ 4,234 5,602 3,58( 1,541 5,121
Provision for loan losse -- -- -- 6,851 8,14¢ 15,00(
Balance, end of peric $ 126,59¢ $ 13,14€ $ 139,74« $ 125,64¢ $ 15,665 $ 141,31«

Please see “Critical Accounting Policies” in “Maeagent’s Discussion and Analysis of Financial Cdondiind Results of Operations”
for additional information regarding the Companglwance for losses on non-covered loans.

The following table presents additional informatalyout the Company’s impaired non-covered loargeatember 30, 2014:

Unpaid Average Interest
Recorded Principal Related Recorded Income
(in thousands Investment Balance Allowance Investment Recognized
Impaired loans with no related allowan
Multi -family $ 36,14¢ $ 43,45¢ $ - $ 56,21¢ $ 916
Commercial real esta 28,55¢ 30,907 - 29,827 1,13€
One-to-four family 1,282 1,281 -- 1,061 --
Acquisition, development, and construct 935 1,24E -- 467 158
Commercial and industri 6,713 12,04¢ -- 7,984 235
Total impaired loans with no related allowat $ 73,636 $ 88,937 $ - $ 95,557 $ 2,44¢
Impaired loans with an allowance record
Multi -family $ - $ - $ - $ - $ =
Commercial real esta - - - 613 -
One-to-four family -- -- -- 77 --
Acquisition, development, and construct -- -- -- -- --
Commercial and industrii -- -- -- -- --
Total impaired loans with an allowance recor $ - $ - $ - $ 690 $ -
Total impaired loans
Multi -family $ 36,14¢  $ 43,45¢ $ - $ 56,21¢ $ 916
Commercial real esta 28,55¢ 30,907 - 30,44(C 1,13€
One-to-four family 1,282 1,281 -- 1,13¢ --
Acquisition, development, and construct 935 1,24E -- 467 158
Commercial and industrii 6,713 12,04¢ -- 7,984 235
Total impaired loan $ 73,636 $ 88,937 $ - $ 96,247 $ 2,44¢
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The following table presents additional informatetsout the Company’s impaired non-covered loameaember 31, 2013:

Unpaid Average Interest
Recorded Principal Related Recorded Income
(in thousands Investment Balance Allowance Investment Recognized
Impaired loans with no related allowan
Multi-family $ 78,771 % 94,265 $ - $ 117,20¢  $ 1,991
Commercial real esta 30,61¢ 32,47¢ -- 43,56¢€ 1,604
One-to-four family -- -- -- 3,611 89
Acquisition, development, and construct -- -- -- 275 --
Commercial and industrii 6,995 34,19¢ -- 6,89C 366
Total impaired loans with no related allowar $ 116,388 $ 160,93t $ - $ 17155( $ 4,05C
Impaired loans with an allowance record
Multi-family $ - $ - $ - $ 2,442 $ ==
Commercial real esta - - - 900 -
One-to-four family -- -- -- -- --
Acquisition, development, and construct -- -- -- -- --
Commercial and industrii -- -- -- -- --
Total impaired loans with an allowance recor $ - $ - $ - $ 3,342 $ -
Total impaired loans
Multi-family $ 78,771 % 94,265 $ - $ 119,65( $ 1,991
Commercial real esta 30,61¢ 32,474 - 44,46¢ 1,604
One-to-four family -- -- -- 3,611 89
Acquisition, development, and construct -- -- -- 275 --
Commercial and industrii 6,995 34,19¢ -- 6,89C 366
Total impaired loan $ 116,38 $ 160,93¢ $ - $ 174,89: $ 4,05C

Allowance for Losses on Covered Loa

Covered loans are reported exclusive of the FDES Bhare receivable. The covered loans acquirgriAmTrust and Desert Hills
acquisitions are, and will continue to be, revie@dcollectability based on the expectations aftciows from these loans. Covered loans
have been aggregated into pools of loans with comeharacteristics. In determining the allowanceldsses on covered loans, the Company
periodically performs an analysis to estimate tkgeeted cash flows for each of the loan pools. Company records a provision for
(recovery of) losses on covered loans to the exbtattthe expected cash flows from a loan pool llsEeased or increased since the
acquisition date. Accordingly, if there is a des®@ expected cash flows due to an increaseimatsd credit losses (as compared to the
estimates made at the respective acquisition ddtesjlecrease in the present value of expectddficags is recorded as a provision for
covered loan losses charged to earnings, and@maaite for covered loan losses is establishedlategk credit to non-interest income and an
increase in the FDIC loss share receivable is réized at the same time, and measured based opjplieable loss sharing agreement
percentage. Additionally, if there is an increasexpected cash flows due to a decrease in estinsedit losses (as compared to the
estimates made at the respective acquisition ddhesjncrease in the present value of expected ftass is recorded as a recovery of prior-
period impairment charged to earnings, and thevaltee for covered loan losses is reduced. A reldéddt to non-interest income and a
decrease in the FDIC loss share receivable is réped at the same time, and measured based opplieadle loss sharing agreement
percentage.

The following table summarizes activity in the allnce for losses on covered loans for the nine nsoeded September 30, 2014
2013:

For the Nine Months
Ended September 30,

(in thousands 2014 2013

Balance, beginning of peric $ 64,06¢ $ 51,311
(Recovery of) provision for losses on covered Ic (18,387%) 18,58¢
Balance, end of peric $ 45,682 $ 69,897
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Note 7. Borrowed Funds

The following table summarizes the Company’s bogdunds at September 30, 2014 and December 33; 201

September 30 December 31,

(in thousands 2014 2013
Wholesale borrowings

FHLB advance: $ 10,312,311 $ 10,872,557

Repurchase agreeme 3,425,00( 3,425,00(

Fed funds purchase 297,00( 445,00(
Total wholesale borrowing $ 14,034,311 $ 14,742,557
Other borrowings

Junior subordinated debentu $ 358,29¢ $ 358,12¢

Preferred stock of subsidiari 4,30C 4,30C
Total other borrowing $ 362,59¢ $ 362,42¢
Total borrowed fund $ 14,396,991 $ 15,105,00:

At September 30, 2014 and December 31, 2013, thep@oy had $358.3 million and $358.1 million, regpety, of outstanding junic
subordinated deferrable interest debentures (“psubdordinated debentures”) held by statutory kassirtrusts (the “Trusts”) that issued
guaranteed capital securities. The capital seesrgualified as Tier 1 capital of the Company as¢hdates. However, with the passage of the
Dodd-Frank Wall Street Reform and Consumer Praiaoict of 2010, the qualification of capital seties as Tier 1 capital will be phased
out by January 1, 2016.

The Trusts are accounted for as unconsolidateddiatiss in accordance with GAAP. The proceedsaaheissuance were invested
series of junior subordinated debentures of the @om and the underlying assets of each statutsiness trust are the relevant debentures.
The Company has fully and unconditionally guarathtiée obligations under each trust’'s capital s¢iesrio the extent set forth in a guarantee
by the Company to each trust. The Trusts’ capéalisties are each subject to mandatory redemptiomhole or in part, upon repayment of
the debentures at their stated maturity or eardidemption.

The following junior subordinated debentures wartstanding at September 30, 2014:

Junior
Interest Rate Subordinated Capital
of Capital Debenture Securities
Securities and Carrying Amount Date of First Optional
Issuer Debentures Amount Qutstanding Original Issue  Stated Maturity Redemption Date

(dollars in thousand:

New York Community Capite

Trust V (BONUSESSM Units) 6.000% $ 144,37C  $ 138,01¢ Nov. 4, 200z Nov. 1, 2051 Nov. 4, 20071
New York Community Capite

Trust X 1.834 123,712 120,00 Dec. 14, 200t Dec. 15, 203t Dec. 15, 201
PennFed Capital Trust | 3.484 30,92¢ 30,00C June 2, 200: June 15, 203 June 15, 2001
New York Community

Capital Trust X 1.883 59,28¢ 57,50C  April 16, 2007  June 30, 203 June 30, 201
Total junior subordinated

debenture $ 358,29%¢ $ 345,51¢

(1) callable subject to certain conditions as descrihete prospectus filed with the SEC on Novembgr2002.
(2) Callable from this date forwar
Note 8. Mortgage Servicing Rights

The Company had MSRs of $237.2 million and $241ildam, respectively, at September 30, 2014 andebatzer 31, 2013, with both
balances consisting entirely of residential MSRs.
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Residential MSRs are carried at fair value, withraes in fair value recorded as a component ofimnest income in each period.
The Company uses various derivative instrumentsitigate the income statement-effect of changdaiimvalue due to changes in valuation
inputs and assumptions regarding its residentiaRMJ he effects of changes in the fair value ofdbevatives are recorded in “Non-interest
income.” MSRs do not trade in an active open mankttt readily observable prices. Accordingly, then@pany bases the fair value of its
MSRs on the present value of estimated future er@icgng income cash flows. The Company estimaiasé net servicing income cash fic
with assumptions that market participants wouldtosestimate fair value, including estimates ofgagament speeds, discount rates, default
rates, refinance rates, servicing costs, escrowuat@arnings, contractual servicing fee income, arcillary income. The Company
reassesses, and periodically adjusts, the undgrgputs and assumptions to reflect market conuitand assumptions that a market
participant would consider in valuing the MSR asset

The value of residential MSRs at any given timsigmificantly affected by the mortgage interesesahat are then currently available
in the marketplace which, in turn, influence mogegdaoan prepayment speeds. During periods of daglimterest rates, the value of MSRs
generally declines as an increase in mortgagearfing activity results in an increase in prepayme@onversely, during periods of rising
interest rates, the value of MSRs generally inasas mortgage refinancing activity declines.

Up to and including the third quarter of 2013, @@mpany securitized MSRs in addition to residem18Rs. Securitized MSRs were
carried at the lower of the initial carrying valaeljusted for amortization, or fair value, and wameortized in proportion to, and over the
period of, estimated net servicing income. Such BI$®re periodically evaluated for impairment, basedhe difference between their
carrying amount and their current fair value. Mveis determined that impairment existed, the rastilbss was charged to earnings. Reflec
amortization, the Company had no securitized MSR¥aember 31, 2013.

The following tables set forth the changes in thibces of residential and securitized MSRs foipréods indicated:

For the Three Months Ended For the Three Months Ended
September 30, 2014 September 30, 2013

(in thousands Residentia Securitizec Residentia Securitizec
Carrying value, beginning of peric $ 228,81t $ - $ 214,95¢ $ 97
Additions 9,637 -- 18,72¢ -
Increase (decrease) in fair vali

Due to changes in valuation

assumption: 13,58: -- 6,58¢ --

Due to other change®) (14,814 - (12,16¢) -
Amortization -- -- -- (97)
Carrying value, end of peric $ 237,227 $ - $ 228,10f $ =

(1) Net servicing cash flows, including loan payoffsgdahe passage of tim

For the Nine Months Ended For the Nine Months Ended
September 30, 2014 September 30, 2013

(in thousands Residentia Securitizec Residentia Securitizec
Carrying value, beginning of peric $ 241,01¢  $ - $ 144,52( $ 193
Additions 23,62( -- 73,39¢ -
Increase (decrease) in fair vali

Due to changes in valuation

assumption: 13,091 -- 54,43 --

Due to other changed (40,50¢) - (44,25() -
Amortization -- -- -- (193)
Carrying value, end of peric $ 237,227 $ - $ 228,10f $ =

(1) Net servicing cash flows, including loan payoffsdahe passage of tim
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The following table presents the key assumptiorsl iis calculating the fair value of the Compangsidential MSRs at the dates
indicated:

September 30 December 31

2014 2013

Expected weighted average | 88 month: 93 month:
Constant prepayment spe 8.4% 8.3%
Discount rate 10.C 10.5
Primary mortgage rate to refinar 4.2 4.5
Cost to service (per loan per ye:

Current $ 63 $ 53

3C-59 days or less delinque 213 103

6C-89 days delinquer 313 203

9C-119 days delinquel 413 303

120 days or more delinque 563 553

Note 9. Pension and Other PodgRetirement Benefits

The following tables set forth certain disclosuregarding the Company’s pension and post-retirerplams for the periods indicated:

For the Three Months Ended September 30,

2014 2013
Pensior Pos-Retiremen Pensior Pos-Retiremen
(in thousands Benefits Benefits Benefits Benefits
Components of net periodic (credit)
expense
Interest cos $ 1,474 $ 190 $ 1,364 $ 171
Service cos -- 1 -- 1
Expected return on plan ass (4,859 -- (4,147 --
Amortization of prio-service los: -- (62) -- (62)
Amortization of net actuarial los 822 118 2,351 164
Net periodic (credit) expen $ (2,563 $ 247 % (432 $ 274
For the Nine Months Ended September 30,
2014 2013
Pensior Pos-Retiremen Pensior Pos-Retiremen
(in thousands Benefits Benefits Benefits Benefits
Components of net periodic (credit)
expense
Interest cos $ 4,42z $ 569 4,092 512
Service cos -- 3 - 3
Expected return on plan ass (14,577 -- (12,447 --
Amortization of prio-service los: -- (186) -- (187)
Amortization of net actuarial los 2,46€ 354 7,054 493
Net periodic (credit) expen: $ (7,685) $ 740 $ (1,295 $ 821

The Company expects to contribute $1.5 milliont$gpiost-retirement plan to pay premiums and cldanghe fiscal year ending
December 31, 2014. The Company does not expecake @ny contributions to its pension plan in 2014.

For additional information regarding the Compamyession and post-retirement benefits, please sé Noto the Consolidated
Financial Statements in the Company’s 2013 Annugdd®t on Form 10-K.
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Note 10. StockBased Compensation

At September 30, 2014, the Company had a tota#@f6D,853 shares available for grants as opti@ssicted stock, or other forms of
related rights under the New York Community Bang¢dmp. 2012 Stock Incentive Plan (the “2012 Stawselntive Plan”), which was
approved by the Company’s shareholders at its Anvleating on June 7, 2012. Included in this amauete 1,030,673 shares that were
transferred from the New York Community Bancorg. 12006 Stock Incentive Plan (the “2006 Stock ItieenPlan”), which was approved
by the Company’s shareholders at its Annual Meatimgune 7, 2006 and reapproved at its Annual Mgeth June 2, 2011. The Company
granted 2,374,998 shares of restricted stock imite months ended September 30, 2014, with aragednir value of $16.80 per share or
date of grant and a vesting period of five yealg Mine-month amount includes 45,500 shares thag granted in the third quarter with an
average fair value of $15.71 per share on the afageant. Compensation and benefits expense relattek restricted stock grants is
recognized on a straight-line basis over the vggigriod, and totaled $20.7 million and $16.6 miilirespectively, in the nine months ended
September 30, 2014 and 2013, including $6.8 miktind $5.7 million, respectively, in the three manéimded at those dates.

A summary of activity with regard to restrictedcka@awards in the nine months ended September 3@, i2Jpresented in the following
table:

For the Nine Months Ended
September 30, 2014

Weighted Averag
Number of Share Grant Date Fair Valu
Unvested at beginning of ye 5,043,64: $ 14.27
Grantec 2,374,99¢ 16.8C
Vested (1,327,53) 14.5¢F
Cancellec (102,300 15.2:
Unvested at end of peric 5,988,80!¢ 15.1¢

As of September 30, 2014, unrecognized compensatistrelating to unvested restricted stock tot&€2.9 million. This amount will
be recognized over a remaining weighted averagegef 3.2 years.

In addition, the Company had the following stockiap plans at September 30, 2014: the 1998 Richn@mehty Financial Corp.
Stock Compensation Plan; the 1998 Long Island Eia&Corp. Stock Option Plan; and the 2004 Synéiigyancial Group Stock Option Pla
(all plans collectively referred to as the “Stocgtion Plans”) All stock options granted under the Stock OptioanBlexpire ten years from
date of grant.

The Company uses the modified prospective apprmacdcognize compensation costs related to shasedlhggayments at fair value on
the date of grant, and recognizes such costs ifirthecial statements over the vesting period dyuvihich the employee provides service in
exchange for the award. As there were no unvegiBdrs at any time during the nine months endededeaiper 30, 2014, or the year ended
December 31, 2013, the Company did not record ampensation and benefits expense relating to stptikns during those periods.

To satisfy the exercise of options, the Compartyegitssues new shares of common stock or uses corstock held in Treasury. In
the event that Treasury stock is used, the diffsrdretween the average cost of Treasury sharethamdckercise price is recorded as an
adjustment to retained earnings or paid-in capitathe date of exercise. At September 30, 2014e thvere 58,560 stock options outstanding.
There were no shares available for future issuander the Stock Option Plans at that date.
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The status of the Stock Option Plans at Septemhe2@®L4, and changes that occurred during themioths ended at that date, are
summarized below:

For the Nine Months Ended
September 30, 2014

Number of Weighted Averag
Stock Options Exercise Prict
Stock options outstanding, beginning of y 126,821 $ 15.21
Grantec -~ -=
Exercisec (42,214 12.6¢
Expired/forfeitec (26,047 12.94
Stock options outstanding, end of per 58,56( 18.04
Options exercisable, end of peri 58,56( 18.04

The intrinsic value of stock options outstanding amercisable at September 30, 2014 was $0. Thesitt value of options exercised
during the nine months ended September 30, 2012618 was $132,000 and $106,000, respectively.

Note 11. Fair Value Measurements

GAAP sets forth a definition of fair value, establkes a consistent framework for measuring fairejedind requires disclosure for each
major asset and liability category measured ataline on either a recurring or non-recurring haSiBAP also clarifies that fair value is an
“exit” price, representing the amount that wouldréeeived when selling an asset, or paid whenfeeanrsg a liability, in an orderly
transaction between market participants. Fair vaudleus a market-based measurement that showdtbemined based on assumptions that
market participants would use in pricing an assdibility. As a basis for considering such asstios, GAAP establishes a three-tier fair
value hierarchy, which prioritizes the inputs ugedheasuring fair value as follows:

* Level 1- Inputs to the valuation methodology are quotedgsriginadjusted) for identical assets or liabilitreactive markets

* Level 2 — Inputs to the valuation methodology imEwquoted prices for similar assets and liabilitireactive markets, and inputs
that are observable for the asset or liabilityheitdirectly or indirectly, for substantially thellfterm of the financial instrumer

®* level 3—Inputs to the valuation methodology agaificant unobservable inputs that reflect a comps.own assumptions about
the assumptions that market participants use gingrian asset or liability

A financial instrument’s categorization within thialuation hierarchy is based upon the lowest le¥@put that is significant to the
fair value measurement.
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The following tables present assets and liabilitiieg were measured at fair value on a recurrirsishas of September 30, 2014 and
December 31, 2013, and that were included in thag2my’s Consolidated Statements of Condition asehdates:

Fair Value Measurements at September 30, 2014 Using
Quoted Price

in Active Significant
Markets for Other Significant
Identical Observable  Unobservabli
Assets Inputs Inputs Netting Total
Adjustments
(in thousands (Level 1) (Level 2) (Level 3) @) Fair Value
Assets:
MortgageRelated Securities Available for Sa
GSE certificate: $ - $ 20,69z $ - $ - $ 20,69z
GSE CMOs - 59,07¢ - - 59,07¢
Private label CMO: -- 9,367 -- -- 9,367
Total mortgag-related securitie $ - $ 89,13/ $ - $ - $ 89,13¢
Other Securities Available for Sal
Municipal bonds $ - $ 1,097 $ - $ - $ 1,097
Capital trust note -- 11,60¢ -- -- 11,60¢
Preferred stoc 94,40¢ 28,28( - - 122,68¢
Common stocl 16,84¢ 1,65¢ - - 18,50¢
Total other securitie $ 111,25 $ 42,64¢  $ - $ - $  153,89¢
Total securities available for se $ 111,25¢  $ 131,77¢ $ - $ - $ 243,03:
Other Assets
Loans held for sal $ - $ 680,147 $ - $ - $ 680,147
Mortgage servicing right -- -- 237,221 -- 237,221
Interest rate lock commitmer - - 2,18C - 2,18C
Derivative asse-other 3,184 1,26¢ - (2,602) 1,851
Liabilities:
Derivative liabilities $ (1,629 $ (1,889 $ - $ 3,42z $ (90)

(1) Includes cash collateral received from, and pajd¢oanterparties
(2) Includes $3.2 million to purchase Treasury optit
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Fair Value Measurements at December 31, 2013 Using
Quoted Price

in Active Significant
Markets for Other Significant
Identical Observable  Unobservabl
Assets Inputs Inputs Netting Total
Adjustments
(in thousands (Level 1) (Level 2) (Level 3) 1) Fair Value
Assets:
MortgageRelated Securities Available for Sa
GSE certificate: $ - $ 25,20C $ - $ - $ 25,20(
GSE CMOs - 60,81¢ - - 60,81¢
Private label CMO: -- 10,20z - - 10,20z
Total mortgag-related securitie $ - $ 96,221 $ - $ - $ 96,221
Other Securities Available for Sal
Municipal bonds $ - $ 1,02¢ $ - $ - $ 1,02¢
Capital trust note -- 11,79¢ -- -- 11,79¢
Preferred stoc 89,94: 26,291 -- -- 116,23¢
Common stocl 52,74( 2,714 -- -- 55,454
Total other securitie $ 142,68. $ 41,83 $ - $ - $ 184,517
Total securities available for se $ 142,68: $ 138,05¢ $ - $ - $ 280,73¢
Other Assets
Loans held for sal $ - $ 30691t $ - $ - $ 306,91t
Mortgage servicing right -- -- 241,01¢ -- 241,01¢
Interest rate lock commitmer -- -- 258 -- 258
Derivative asse-other® 1,267 5,15t - (4,84¢) 1,574
Liabilities:
Derivative liabilities $ (590 $ (7,422) $ - $ 7,624 $ (389)

(1) Includes cash collateral received from, and pai¢oonterparties
(2) Includes $1.3 million to purchase Treasury optit

The Company reviews and updates the fair valuatdhy classifications for its assets on a quartealsis. Changes from one quarte
the next that are related to the observabilitynpiits for a fair value measurement may resultrieckassification from one hierarchy level to
another.

A description of the methods and significant asstimng utilized in estimating the fair values of dable-for-sale securities follows.

Where quoted prices are available in an active etadecurities are classified within Level 1 of tlduation hierarchy. Level 1
securities include highly liquid government sedast exchange-traded securities, and derivatives.

If quoted market prices are not available for hecific security, then fair values are estimatedibiyng pricing models. These pricing
models primarily use market-based or independesatlyced market parameters as inputs, includingnduimited to, yield curves, interest
rates, equity or debt prices, and credit spreadaddition to observable market information, modet®rporate transaction details such as
maturity and cash flow assumptions. Securitiesedln this manner would generally be classifiechimif_evel 2 of the valuation hierarchy,
and primarily include such instruments as mortgagiated and corporate debt securities.

In certain cases where there is limited activityesis transparency around inputs to the valuasieoyrities are classified within Level 3
of the valuation hierarchy. In valuing capital trastes, which may include pooled trust preferrecusities, collateralized debt obligations
(“CDOs"), and certain single-issue capital trustesp the determination of fair value may requiredtenarking to similar instruments or
analyzing default and recovery rates. Thereforpitabtrust notes are valued using a model baseti®@specific collateral composition and
cash flow structure of the securities. Key inpotshte model consist of market spread data for egatiit rating, collateral type, and other
relevant contractual features. In instances whaotegl price information is available, the priceamsidered when arriving at a security’s fair
value. Where there is limited activity or less sparency around the inputs to the valuation ofgereti stock, the valuation is based on a
discounted cash flow model.
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Periodically, the Company uses fair values supgdigthdependent pricing services to corroboratefdivevalues derived from the
pricing models. In addition, the Company reviewss féir values supplied by independent pricing s&wj as well as their underlying pricing
methodologies, for reasonableness. The Companiealgek pricing services’ valuations that appedretanusual or unexpected.

The Company carries loans held for sale originatethe Residential Mortgage Banking segment ataline, in accordance with ASC
Topic 825, “Financial Instruments.” The fair valoEloans held for sale is primarily based on quotedket prices for securities backed by
similar types of loans. Changes in the fair valtithese assets are largely driven by changesénest rates subsequent to loan funding, and
changes in the fair value of servicing associatid the mortgage loans held for sale. Loans held#te are classified within Level 2 of the
valuation hierarchy.

MSRs do not trade in an active open market witdirg@bservable prices. The Company bases thevédire of its MSRs on the
present value of estimated future net servicingrnme cash flows, utilizing an internal valuation mbd’he Company estimates future net
servicing income cash flows with assumptions thatkeat participants would use to estimate fair valneluding estimates of prepayment
speeds, discount rates, default rates, refinaries, reervicing costs, escrow account earningsracmil servicing fee income, and ancillary
income. The Company reassesses and periodicallgtadhe underlying inputs and assumptions toceffearket conditions and assumptions
that a market participant would consider in valuing MSR asset. MSR fair value measurements us#isant unobservable inputs and,
accordingly, are classified within Level 3.

Exchange-traded derivatives that are valued usiragegl prices are classified within Level 1 of tleduation hierarchy. The majority of
the Company’s derivative positions are valued usgitgynally developed models that use readily oketee market parameters as their basis.
These are parameters that are actively quotedambe validated by external sources, including $trgupricing services. Where the types of
derivative products have been in existence for stime, the Company uses models that are widelypedean the financial services industry.
These models reflect the contractual terms of #révdtives, including the period to maturity, andriket-based parameters such as interest
rates, volatility, and the credit quality of theuowerparty. Furthermore, many of these models dematain a high level of subjectivity, as the
methodologies used in the models do not requingfszgnt judgment, and inputs to the models arelilgabservable from actively quoted
markets, as is the case for “plain vanilla” intérase swaps and option contracts. Such instrumaetgenerally classified within Level 2 of
the valuation hierarchy. Derivatives that are vdlbased on models with significant unobservableketgrarameters, and that are normally
traded less actively, have trade activity thatris-way, and/or are traded in less-developed maraetsclassified within Level 3 of the
valuation hierarchy.

The fair values of interest rate lock commitmefilRI(Cs") for residential mortgage loans that the Compangnids to sell are based
internally developed models. The key model inpuisiarily include the sum of the value of the ford@ommitment based on the loans’
expected settlement dates and the projected vafubse MSRs, loan level price adjustment factonsl historical IRLC closing ratios. The
closing ratio is computed by the Companyiortgage banking operation and is periodicalyesged by management for reasonableness.
derivatives are classified as Level 3.

While the Company believes its valuation methodsagupropriate and consistent with those of otheketgarticipants, the use of
different methodologies or assumptions to deterrthieefair values of certain financial instrumentsild result in different estimates of fair
values at a reporting date.

Fair Value Option
Loans Held for Sal

The Company has elected the fair value optiontfoloians held for sale. The Company’s loans helddte consist of one-to-four
family mortgage loans and commercial and industoiahs, none of which was 90 days or more pasati@eptember 30, 2014. Management
believes that the mortgage banking business ogeoata short-term cycle. Therefore, in order tterfthe most relevant valuations for the
key components of this business, and to reducadimifferences in amounts recognized in earningsompany has elected to record loans
held for sale at fair value to match the recognitsh IRLCs, MSRs, and derivatives, all of which ageorded at fair value in earnings. Fair
value is based on independent quoted market pofce®rtgage-backed securities comprised of loaris similar features to those of the
Company’s loans held for sale, where available,adjdsted as necessary for such items as serweing, guaranty fee premiums, and credit
spread adjustments.
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The following table reflects the difference betwdlaa fair value carrying amount of loans held falesfor which the Company has
elected the fair value option, and the unpaid ppaidalance:

September 30, 2014 December 31, 2013
Fair Value Fair Value
Fair Value Aggregate Carrying Amoun Fair Value Aggregate Carrying Amoun
Carrying Unpaid Less Aggregat Carrying Unpaid Less Aggregat
(in thousands Amount Principal Unpaid Principa Amount Principal Unpaid Principa
Loans held for sal ~ $ 680,147 $ 672,94t $ 7,202 $ 306,91t $ 303,80t $ 3,11C

Gains and Losses Included in Income for Assets gtherFair Value Option Has Been Elected
The assets accounted for under the fair value ogtie initially measured at fair value. Gains aogbés from the initial measurement
and subsequent changes in fair value are recogimzsanings.

The following table presents the changes in faiueaelated to initial measurement, and the subsgiehanges in fair value included
in earnings, for loans held for sale and MSRsHergeriods indicated:

Gain (Loss) Included in Mortgage Banking Income
from Changes in Fair Value®

For the Three Month For the Nine Month
Ended September 3 Ended September 3
(in thousands 2014 2013 2014 2013
Loans held for sal $ 2,27t $ 6,89z $ 9,21z $ (7,879
Mortgage servicing right (1,237) (5,579 (27,4179 10,187
Total gain (loss $ 1,047 $ 1,31 $ (18,205 $ 2,314

(1) Does notinclude the effect of hedging activit

The Company has determined that there is no ingtntispecific credit risk related to its loans higldsale, due to the short duration of
such assets.
Changes in Level 3 Fair Value Measurements

The following tables present, for the nine monthdezl September 30, 2014 and 2013, a roll-forwatti@balance sheet amounts
(including changes in fair value) for financial tnsnents classified in Level 3 of the valuationrhiehy:

Total Realized/Unrealize Change ir
Gains/(Losses) Recorded Unrealized Gains
Fair Value Transfers Fair Value (Losses) Related |
January 1 Income/ Comprehensiv to/(from) at Sept. 3C Instruments Held ¢
(in thousands 2014 (Loss) (Loss) Income Issuance Settlement: Level 3 2014 September 30, 20:
Mortgage servicing right $ 241,018 $ (27,417 $ - % 23,62( $ - % - % 237,221 $ 13,091
Interest rate lock commitmer 258 1,922 -- - - - 2,18C 2,18C
Total Realized/Unrealize Change ir
Gains/(Losses) Recorded Unrealized Gains
Fair Value Transfers Fair Value (Losses) Related |
January 1 Income/ Comprehensiv to/(from) at Sept. 3C Instruments Held ¢
(in thousands 2013 (Loss) (Loss) Income Issuance Settlement: Level 3 2013 September 30, 20:
Available-for-sale capital securitie $ 18,56¢ $ - % 2,412 $ - % - $ - % 20,98z $ 2,41%
Mortgage servicing right 144,52( 10,187 - 73,39¢ -- -- 228,10¢ 54,437
Interest rate lock commitmer 21,44¢ (15,25€) -- -- 6,19C 6,19C

The Company’s policy is to recognize transfersrid aut of Levels 1, 2, and 3 as of the end of #perting period. There were no
transfers in or out of Level 3 during the nine nienénded September 30, 2014 or 2013. During theemomths ended September 30, 2013,
the Company transferred certain preferred stodletel 2 from Level 1 as a result of decreased ofadde market activity for these securities.
There were no gains or losses recognized as & mdghk transfer of securities during the nine therended September 30, 2013.
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For Level 3 assets and liabilities measured at@ine on a recurring basis as of September 304,28& significant unobservable
inputs used in the fair value measurements wefellasvs:

Significant
Fair Value at Valuation Significant Unobservable
(dollars in thousand: Sept. 30, 2014 Technique Observable Inputs Input Value
Weighted Average Constant
Mortgage Servicing Right $ 237,221 Discounted Cash Flo Prepayment Ra() 8.4C%
Weighted Average Discount Re 10.0C
Interest Rate Lock Commitmer 2,18C Discounted Cash Flo Weighted Average Closing Ral 72.94

(1) Represents annualized loan repayment rate assursy

The significant unobservable inputs used in thevalue measurement of the Company’s MSRs are #ighted average constant
prepayment rate and the weighted average discatmt3ignificant increases or decreases in eithiwoge inputs in isolation could result in
significantly lower or higher fair value measurensemlthough the constant prepayment rate and igeodnt rate are not directly interrelat
they generally move in opposite directions.

The significant unobservable input used in thealue measurement of the CompanhRLCs is the closing ratio, which represents
percentage of loans currently in an interest @& position that management estimates will ultehatlose. Generally, the fair value of an
IRLC is positive if the prevailing interest ratelgsver than the IRLC rate, and the fair value ofRhC is negative if the prevailing interest
rate is higher than the IRLC rate. Therefore, amease in the closing ratio (i.e., a higher permgaibf loans estimated to close) will result in
the fair value of the IRLC increasing if in a ga@osition, or decreasing if in a loss position. Tlasing ratio is largely dependent on the stage
of processing that a loan is currently in, anddhange in prevailing interest rates from the tirhthe interest rate lock.

Assets Measured at Fair Value on a N-Recurring Basis

Certain assets are measured at fair value on aaumring basis. Such instruments are subjectitowvédue adjustments under certain
circumstances (e.g., when there is evidence of inmgat). The following tables present assets aatdillities that were measured at fair value
on a non-recurring basis as of September 30, 26dDacember 31, 2013, and that were included ilCdmpany’s Consolidated Statements
of Condition at those dates:

Fair Value Measurements at September 30, 2014 Using
Quoted Prices il

Active Markets fo  Significant Othel Significant
Identical Asset:  Observable Inpu Unobservable Inpu Total Fair
(in thousands (Level 1) (Level 2) (Level 3) Value
Certain impaired loan $ - $ - $ 9,851 $ 9,851
Other asset® -- 18,03( -- 18,03(
Total $ - $ 18,03C $ 9,851 $ 27,881

(1) Represents the fair value of OREO, based on theaesgl value of the collateral subsequent to italrclassification as OREC

Fair Value Measurements at December 31, 2013 Using
Quoted Prices il

Active Markets fo  Significant Othel Significant
Identical Asset:  Observable Inpu Unobservable Inpu Total Fair
(in thousands (Level 1) (Level 2) (Level 3) Value
Certain impaired loan $ - $ - $ 47,53t $ 47,53¢
Other asset® -- 19,81( -- 19,81(
Total $ - $ 19,81C $ 4753% $ 67,34%

(1) Represents the fair value of OREO, based on theaesgl value of the collateral subsequent to italrclassification as OREC

The fair values of collateral-dependent impaireahlbare determined using various valuation teclesigimcluding consideration of
appraised values and other pertinent real estatieetndata.
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Other Fair Value Disclosures

FASB guidance requires the disclosure of fair vatfiermation about the Company’s on- and off-batasbeet financial instruments.
When available, quoted market prices are usedeasdasure of fair value. In cases where quotedeharices are not available, fair values
are based on present-value estimates or othertiaitachniques. Such fair values are significaaffected by the assumptions used, the
timing of future cash flows, and the discount rate.

Because assumptions are inherently subjectivetir@gestimated fair values cannot be substantlatesbmparison to independent
market quotes. Furthermore, in many cases, thmat&d fair values provided would not necessarilydadized in an immediate sale or
settlement of such instruments.

The following tables summarize the carrying valwestimated fair values, and fair value measureneseis of financial instruments
that were not carried at fair value on the Compsuonsolidated Statements of Condition at Septe®®e2014 and December 31, 2013:

September 30, 2014
Fair Value Measurement Usil

Quoted Prices i Significant
Active Markets Other Significant
for Identical Observable Unobservablt
Carrying Estimatec Assets Inputs Inputs
(in thousands Value Fair Value (Level 1) (Level 2) (Level 3)
Financial Assets
Cash and cash equivalel $ 662,537 $ 662,537 $ 662,537 $ - $ -
Securities held to maturit 7,268,24. 7,317,01! -- 7,315,97¢ 1,037
FHLB stock® 520,44t 520,44t -- 520,44t --
Loans, ne 35,251,35: 35,837,52. -- -- 35,837,52.
Financial Liabilities:
Deposits $ 28,307,77. $ 28,330,14 $ 21,983,38 @$  6,346,75! (% ==
Borrowed funds 14,396,91. 15,256,211 - 15,256,211 -

(1) Carrying value and estimated fair value are at.
(2) NOW and money market accounts, savings accoundsp@-interes-bearing account:
(3) Certificates of deposi

December 31, 2013
Fair Value Measurement Usii

Quoted Prices i Significant
Active Markets Other Significant
for Identical Observable Unobservabl
Carrying Estimatec Assets Inputs Inputs
(in thousands Value Fair Value (Level 1) (Level 2) (Level 3)
Financial Assets
Cash and cash equivalel $ 644,55( $ 644,55( $ 644,55( $ - $ -
Securities held to maturir 7,670,28: 7,445,24. -- 7,438,09: 7,155
FHLB stock® 561,39( 561,39( -- 561,39( --
Loans, ne 32,727,50 32,628,36: -- - 32,628,36:
Financial Liabilities:
Deposits $ 25,660,99: $ 25,712,38 $ 18,728,89(@ $ 6,983,493 $ =
Borrowed funds 15,105,00: 16,058,93. -- 16,058,93: --

(1) Carrying value and estimated fair value are at.
(2) NOW and money market accounts, savings accourdsp@r-interes-bearing account:
(3) Certificates of deposi
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The methods and significant assumptions used ima&ist fair values for the Company'’s financial instients follow:

Cash and Cash Equivalents

Cash and cash equivalents include cash and dueliaois and fed funds sold. The estimated fair watdeash and cash equivalents
are assumed to equal their carrying values, ag fiiresncial instruments are either due on demarthee short-term maturities.

Securities

If guoted market prices are not available for ac#jmesecurity, then fair values are estimated bing pricing models, quoted prices of
securities with similar characteristics, or discimahcash flows. These pricing models primarily oegket-based or independently sourced
market parameters as inputs, including, but natdidnto, yield curves, interest rates, equity dotd&ices, and credit spreads. In addition to
observable market information, pricing models atemrporate transaction details such as maturitycash flow assumptions.

Federal Home Loan Bank Sto

Ownership in equity securities of the FHLB is rieséd and there is no established market for tlesiale. The carrying amount
approximates the fair value.

Loans

The loan portfolio is segregated into various congas for valuation purposes in order to group $daesed on their significant
financial characteristics, such as loan type (magégor other) and payment status (performing ofperforming). The estimated fair values
mortgage and other loans are computed by discauthimanticipated cash flows from the respectivifplios. The discount rates reflect
current market rates for loans with similar term&orrowers of similar credit quality. The estinthfair values of non-performing mortgage
and other loans are based on recent collaterabiais.

The methods used to estimate the fair value ofd@aa extremely sensitive to the assumptions amdass used. While management
has attempted to use assumptions and estimatdsetstateflect the Company’s loan portfolio and entrmarket conditions, a greater degree
of subjectivity is inherent in these values thathiose determined in active markets. Accordingdaders are cautioned in using this
information for purposes of evaluating the finahciandition and/or value of the Company in andtsélf or in comparison with any other
company.

Mortgage Servicing Righ

MSRs do not trade in an active market with readbgervable prices. Accordingly, the Company utiliaevaluation model that
calculates the present value of estimated futusk aws. The model incorporates various assumgtimtiuding estimates of prepayment
speeds, discount rates, refinance rates, serviasty, and ancillary income. The Company reassesskperiodically adjusts the underlying
inputs and assumptions to reflect current marketlitmns and assumptions that a market participemtid consider in valuing the MSR as!

Derivative Financial Instrument

For exchange-traded futures and exchange-tradéshepfair value is based on observable quoted etgmlices in an active market.
For forward commitments to buy and sell loans amdtgage-backed securities, fair value is basedbsemwvable market prices for similar
loans and securities in an active market. Thevigine of IRLCs for one-to-four family mortgage Isathat the Company intends to sell is
based on internally developed models. The key miogeits primarily include the sum of the value lod forward commitment based on the
loans’ expected settlement dates, the value of M@Rged at by an independent MSR broker, goverriragancy price adjustment factors,
and historical IRLC fall-out factors.

Deposits

The fair values of deposit liabilities with no sdtmaturity (i.e., NOW and money market accouragings accounts, and non-interest-
bearing accounts) are equal to the carrying amquayable on demand. The fair values of certificafedeposit (“CDs”) represent contractual
cash flows, discounted using interest rates cugreffiered on deposits with similar characteristiesl remaining maturities. These estimated
fair values do not include the intangible valueofe deposit relationships, which comprise a sigaift portion of the Company’s deposit
base.
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Borrowed Fund:

The estimated fair value of borrowed funds is bastter on bid quotations received from securitiealers or the discounted value of
contractual cash flows with interest rates curseimleffect for borrowed funds with similar maties and structures.
Off-Balance-Sheet Financial Instruments

The fair values of commitments to extend credit anddvanced lines of credit are estimated baseth@malysis of the interest rates
and fees currently charged to enter into similangactions, considering the remaining terms ottmemitments and the creditworthiness of
the potential borrowers. The estimated fair valfesuch off-balance-sheet financial instrumentseassignificant at September 30, 2014 and
December 31, 2013.

Note 12. Derivative Financial Instruments

The Company’s derivative financial instruments ¢sinsf financial forward and futures contracts, B4, and options. These
derivatives relate to mortgage banking operatibfSRs, and other risk management activities, ank semitigate or reduce the Company’s
exposure to losses from adverse changes in intextest These activities will vary in scope basedhe level and volatility of interest rates,
the type of assets held, and other changing madtetitions.

In accordance with the applicable accounting guidathe Company takes into account the impact kditesal and master netting
agreements that allow it to settle all derivatioatracts held with a single counterparty on a @asid) and to offset the net derivative position
with the related collateral when recognizing detiv@assets and liabilities. As a result, the ConyfmStatements of Financial Condition
could reflect derivative contracts with negativie falues included in derivative assets, and catdravith positive fair values included in
derivative liabilities.

The Company held derivatives with a notional amafr$2.3 billion at September 30, 2014. Changehénfair value of these
derivatives are reflected in current-period earsiidone of these derivatives are designated aslddgaccounting purposes.

The following table sets forth information regamglithe Company’s derivative financial instrumentSaptember 30, 2014:

September 30, 2014

Notional Unrealizec®)

(in thousands Amount Gain Loss

Treasury option $ 552,50C $ - $ 1,572
Eurodollar future: 125,00¢( 30 --
Treasury future 25,00( -- 51
Forward commitments to sell loans/mortg-backed securitie 602,00( 251 1,44C
Forward commitments to buy loans/mortg-backed securitie 640,00( 1,01€ 449
Interest rate lock commitmer 360,221 2,18C --
Total derivatives $ 2,304,72. $ 347¢ % 3,512

(1) Derivatives in a net gain position are recdrde “Other assets” and derivatives in a net losgtipn are recorded as “Other liabilities” in the
Consolidated Statements of Conditi

The Company uses various financial instrumentsudicg derivatives, in connection with its strategyto reduce pricing risk resulting
from changes in interest rates. Derivative instmi®enay include IRLCs entered into with borrowersarrespondents/brokers to acquire
agencyeonforming fixed and adjustable rate residentiaftgaye loans that will be held for sale. Otherive instruments include Treas
options and Eurodollar futures.

The Company enters into forward contracts to sedidf rate mortgage-backed securities to protednagehanges in the prices of
agency-conforming fixed rate loans held for satewrard contracts are entered into with securiteets in an amount related to the portion
of IRLCs that is expected to close. The value ebthforward sales contracts moves inversely wihsttiue of the loans in response to
changes in interest rates.

To manage the price risk associated with fixed mate-conforming mortgage loans, the Company gelyezaters into forward
contracts on mortgage-backed securities or forwandmitments to sell loans to approved investorsribositions in Eurodollar futures
contracts are used to manage price risk on adjestate mortgage loans held for sale.
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The Company also purchases put and call optionsattage the risk associated with variations in theumnt of IRLCs that ultimately
close.

In addition, the Company mitigates a portion of tis& associated with changes in the value of MIRe. general strategy for
mitigating this risk is to purchase derivative mstents, the value of which changes in the oppaisigetion of interest rates, thus partially
offsetting changes in the value of our servicingeds, which tends to move in the same directiantasest rates. Accordingly, the Company
purchases Eurodollar futures and call options @a3ury securities, and enters into forward cordracpurchase mortgage-backed securities.

The following table sets forth the effect of detiva instruments on the Consolidated Statemenbsaafme and Comprehensive Inca
for the periods indicated:

Gain (Loss) Included in Mortgage Banking Income

For the Three Months End: For the Nine Months Ende
September 3( September 3(
(in thousands 2014 2013 2014 2013
Treasury option $ (2,580 $ (641) $ (1,525 $ (7,597)
Treasury/Eurodollar future (6) -- 100 4
Forward commitments to buy/sell
loans/mortgac-backed securitie 1,61F (15,070 8,14¢ 15,81¢
Total (loss) gair $ 971) $ (15,717 $ 6,72 $ 8,221

The Company has in place an enforceable masténgettrangement with every counterparty. All masketting arrangements include
rights to offset associated with the Company’s gaized derivative assets, derivative liabilitiesd&ash collateral received and pledged.
Accordingly, the Company, where appropriate, offsdk derivative asset and liability positions witle cash collateral received and pledged.

The following tables present the effect the masétting arrangements had on the presentation aléheative assets in the
Consolidated Statements of Financial Conditionfabedates indicated:

September 30, 2014
Gross Amounts Nc
Offset in the
Consolidated Stateme

Gross Gross Amount:  Net Amounts o of Condition
Amounts of Offset in the Assets Presentt Cash
Recognizec Statement o in the Statemer Financial Collateral Net
(in thousands Assets Condition of Condition Instruments Receivec Amount
Derivatives $ 6,635 $ 2,602 $ 4,031 $ - $ - $ 4,031

December 31, 2013
Gross Amounts Nc
Offset in the
Consolidated Stateme

Gross Gross Amount.  Net Amounts o of Condition
Amounts of Offset in the Assets Presents Cash
Recognize( Statement o in the Statemer Financial Collateral Net
(in thousands Assets Condition of Condition Instruments Receivec Amount
Derivatives $ 6,68C $ 4,846 % 1,83z $ - $ - $ 1,832
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The following tables present the effect the masétting arrangements had on the presentation aféheative liabilities in the
Consolidated Statements of Financial Conditionfahedates indicated:

September 30, 2014
Gross Amounts Nc
Offset in the

Net Amounts o Consolidated Stateme
Gross Gross Amount: Liabilities of Condition
Amounts of Offset in the Presented in th Cash
Recognizec Statement o Statement o Financial Collateral Net
(in thousands Liabilities Condition Condition Instruments Receivec Amount
Derivatives $ 3512 $ 3422 $ 0 $ - $ - $ 90

December 31, 2013
Gross Amounts Nc
Offset in the

Net Amounts o Consolidated Stateme
Gross Gross Amount: Liabilities of Condition
Amounts of Offset in the Presented in th Cash
Recognizec Statement o Statement o Financial Collateral Net
(in thousands Liabilities Condition Condition Instruments Receivec Amount
Derivatives $ 8,01z $ 7,624 $ 388 $ - $ - $ 388

Note 13. Segment Reporting

The Company'’s operations are divided into two regige business segments: Banking Operations aniddisl Mortgage Banking.
These operating segments have been identified sttt Company’s organizational structure. Thersags require unique technology and
marketing strategies, and offer different prodwctd services. While the Company is managed astegrated organization, individual
executive managers are held accountable for theabpes of these business segments.

The Company measures and presents informatiomtmial reporting purposes in a variety of wayse irtternal reporting system
presently used by management in the planning armdunement of operating activities, and to whichtnesnagers are held accountable, is
based on organizational structure.

The management accounting process uses variousadssi and allocation methodologies to measuredtfermance of the operating
segments. To determine financial performance foha@gment, the Company allocates capital, fundiragges and credits, certain non-
interest expenses, and income tax provisions th segment, as applicable. Allocation methodologiessubject to periodic adjustment as
internal management accounting system is revisdbaas business or product lines within the segsngimange. In addition, because the
development and application of these methodolagiasdynamic process, the financial results presemtay be periodically revised.

The Company seeks to maximize shareholder valuarbgng other means, optimizing the return on stolcdrs’ equity and managir
risk. Capital is assigned to each segment, the gmtibn of which is equivalent to the Company’s solidated total, on an economic basis,
using management’s assessment of the inherentatsaciated with the segment. Capital allocatiosesrade to cover the following risk
categories: credit risk, liquidity risk, intereste risk, option risk, basis risk, market risk, aperational risk.

The Company allocates expenses to the reportapfaesgs based on various factors, including themeland amount of loans
produced and the number of full-time equivalent lExyges. Income taxes are allocated to the variegments based on taxable income and
statutory rates applicable to the segment.

Banking Operations Segmet

The Banking Operations segment serves consumernsusitesses by offering and servicing a varietipah and deposit products and

other financial services.
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Residential Mortgage Banking Segme

The Residential Mortgage Banking segment originatggregates, sells, and services onttw-family mortgage loans. Mortgage Ic
products consist primarily of agency-conformingefix and adjustable-rate loans and, to a lessentejttenbo hybrid loans, for the purpose of
purchasing or refinancing one-to-four family homese Residential Mortgage Banking segment earesdat on loans held in the warehouse
and non-interest income from the origination andisang of loans. It also recognizes gains or Iesse the sale of such loans.

The following table provides a summary of the Compa segment results for the three months endete8dger 30, 2014, on an
internally managed accounting basis:

For the Three Months Ended September 30, 2014

Banking Residentia Total

(in thousands Operations Mortgage Bankin Company
Net interest incom $ 285,18t $ 3,844 $ 289,02¢
Recovery of loan loss¢ (3,945 -- (3,945
Nonr-interest income

Third party®) 23,98¢ 17,297 41,28¢

Inter-segmen (3,033) 3,033 --
Total nor-interest incom 20,95¢ 20,33( 41,28¢
Non-interest expens 130,34« 14,851 145,19¢
Income before income tax exper 179,74 9,322 189,06t
Income tax expens 65,32¢ 3,47¢ 68,801
Net income $ 114,417 $ 584t $ 120,25¢
Identifiable segment assets (perend) $ 48,016,99. $ 662,78( $ 48,679,77.

(1) Includes ancillary fee incom
(2) Includes both direct and indirect expen:

The following table provides a summary of the Comps segment results for the nine months endede@dper 30, 2014, on an
internally managed accounting basis:

For the Nine Months Ended September 30, 2014

Banking Residentia Total

(in thousands Operations Mortgage Bankin Company
Net interest incom $ 846,44( $ 10,231 $ 856,67
Recovery of loan loss¢ (18,387) -- (18,387)
Nonr-interest income

Third party®) 82,451 48,66: 131,11

Inter-segmen (10,58%) 10,58: --
Total nor-interest incom 71,86¢ 59,24¢ 131,11«
Non-interest expens 395,09¢ 44 25¢ 439,35¢
Income before income tax exper 541,597 25,21¢ 566,81¢
Income tax expens 203,21 9,39¢ 212,61¢
Net income $ 338,38( $ 15,82C $ 354,20(
Identifiable segment assets (perend) $ 48,016,99. $ 662,78C $ 48,679,77.

(1) Includes ancillary fee incom
(2) Includes both direct and indirect expen:
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The following table provides a summary of the Comps.segment results for the three months endete8dger 30, 2013, on an
internally managed accounting basis:

For the Three Months Ended September 30, 2013

Banking Residentia Total

(in thousands Operations Mortgage Bankin Company
Net interest incom $ 289,19¢ $ 503 $ 294,23
Provision for loan losse 14,467 -- 14,467
Nor-interest income

Third party® 33,69¢ 17,02¢ 50,72¢

Inter-segmen (4,57¢) 4,57¢ --
Total nor-interest incom 29,121 21,60: 50,724
Non-interest expens 132,39: 17,93¢ 150,32%
Income before income tax exper 171,46 8,70C 180,16!
Income tax expens 62,67 3,287 65,961
Net income $ 108,787 $ 541 $ 114,20(
Identifiable segment assets (perend) $ 45,073,64. $ 690,491 $ 45,764,13.

(1) Includes ancillary fee incom
(2) Includes both direct and indirect expen:

The following table provides a summary of the Comps segment results for the nine months endede®dpar 30, 2013, on an
internally managed accounting basis:

For the Nine Months Ended September 30, 2013

Banking Residentia Total

(in thousands Operations Mortgage Bankin Company
Net interest incom $ 850,93¢ $ 18,35: $ 869,29
Provision for loan losse 33,58 -- 33,58
Nor-interest income

Third party® 112,25¢ 67,764 180,02(

Inter-segmen (12,79%) 12,79¢ --
Total nor-interest incom 99,461 80,55¢ 180,02(
Non-interest expens@ 398,51¢ 59,56¢ 458,08¢
Income before income tax exper 518,29« 39,34z 557,63¢
Income tax expens 187,34 14,90z 202,24+
Net income $ 330,95! $ 24,43¢  $ 355,39:
Identifiable segment assets (perend) $ 45,073,64. $ 690,491 $ 45,764,13.

(1) Includes ancillary fee incom
(2) Includes both direct and indirect expen:

Note 14. Impact of Recent Accounting Pronouncements

In June 2014, the FASB issued ASU No. 2014-11, H$fers and Servicing (Topic 860)—Repurchase-to-ktgtiiransactions,
Repurchase Financings, and Disclosures.” The amentinn ASU No. 2014-11 require that repurchasewtdrity transactions be accounted
for as secured borrowings consistent with the agctiog for other repurchase agreements. In additlamendments require separate
accounting for a transfer of a financial asset atest contemporaneously with a repurchase agreenignthe same counterparty (a
repurchase financing), which will result in secubedrowing accounting for the repurchase agreenidrdg.amendments require an entity to
disclose information about transfers accounted$osales in transactions that are economicallylainu repurchase agreements, in which the
transferor retains substantially all of the expesiarthe economic return on the transferred firdrasset throughout the term of the
transaction. In addition, the amendments requiseldsure of the types of collateral pledged in repase agreements, securities lending
transactions, and repurchase-to-maturity transas@md the tenor of those transactions. The acieguchanges in ASU No. 2014-11 are
effective for the first interim or annual periodgirning after December 15, 2014. The disclosureéstain transactions accounted for as <
is required to be presented for interim and anpe&bds beginning after December 15, 2014, andligedosure for repurchase agreements,
securities lending transactions, and repurchaseatity transactions accounted for as securedbimgs is required to be presented for
annual periods beginning after December 15, 204d far interim periods beginning after March 15120The adoption of ASU No. 20114t
is not expected to have a material effect on the@oy’s consolidated statement of condition orltesaf operations.
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In May 2014, the FASB issued ASU No. 2014-09, “Rexefrom Contracts with Customers (Topic 606).” Bneendments in ASU
No. 201+09 create Topic 606, “Revenue from Contracts Witlstomers,” and supersede the revenue recognéoprirements in Topic 605,
“Revenue Recognition,” including most industry-sfieaevenue recognition guidance throughout thaulstry Topics of the Codification. In
addition, the amendments supersede the cost g@darBubtopic 605-35, “Revenue Recognition—ConsibueType and Production-Type
Contracts,” and create new Subtopic 340-40, “O#ffesets and Deferred Costs—Contracts with Custoimersummary, the core principle
Topic 606 is that an entity recognizes revenuesfaial the transfer of promised goods or servicesitomers in an amount that reflects the
consideration to which the entity expects to bétledtin exchange for those goods or services. ABU2014-09 is effective for annual
reporting periods beginning after December 15, 20i@uding interim periods within that reportingnod. Early application is not permitted.
The Company is in the process of evaluating thecedfthe adoption of ASU No. 2014-09 may have enGbmpany’s consolidated statement
of condition or results of operations.

In January 2014, the FASB issued ASU No. 2014-0ivestments — Equity Method and Joint Ventures {@823), Accounting for
Investments in Qualified Affordable Housing ProfetfThe amendments in ASU No. 2004-provide guidance on accounting for investm
by a reporting entity in flow-through limited lidlty entities that manage or invest in affordabteising projects that qualify for low-income
housing tax credits. The amendments permit regp#gitities to make an accounting policy electioadoount for their investments in
qualified affordable housing projects using thepamional amortization method, if certain condicare met. ASU No. 2014-01 is effective
for annual periods, and interim reporting periodihin those annual periods, beginning after Decamibe 2014, with early adoption
permitted; it should be applied retrospectivelwliqperiods presented. The Company adopted ASLRBDH4-01 on January 1, 2014. ASU No.
2014-01 calls for additional disclosures that willable the reader to understand the nature ohtfestiment and the effect of its measurement
and related tax credits on a company’s financiabditton and results of operations. Please see Ndt®rganization and Basis of
Presentation,” for the presentation of such disoles.

In January 2014, the FASB issued ASU No. 2014-Béckivables — Troubled Debt Restructurings by @oesl{Subtopic 310-40),
Reclassification of Residential Real Estate-Cotiired Consumer Mortgage Loans upon Foreclosdieg’amendments in ASU No. 2014-
04 clarify when an in-substance repossession ecfosure occurs, i.e., when a creditor should bsidered to have received physical
possession of residential real estate propertatshlizing a consumer mortgage loan such thabtirereceivable should be derecognized
the real estate property recognized. ASU No. 20L& @ffective for annual periods, and interim pds within those annual periods,
beginning after December 15, 2014. The adoptiohASi No. 2014-04 is not expected to have a mateffatt on the Company’s
consolidated statement of condition or resultspafrations.
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MANAGEMENT 'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FIT ” o

For the purpose of this discussion and analysiswbrds “we,” “us,” “our,” and the “Company” are u®d to refer to New York
Community Bancorp, Inc. and our consolidated suhbsigs, including New York Community Bank (the “Goumity Bank”) and New York
Commercial Bank (the “Commercial Bank”) (collectiygthe “Banks”).

Forward-Looking Statements and Associated Risk Factors

This report, like many written and oral communicat presented by New York Community Bancorp, Incl aur authorized officers,
may contain certain forwarkboking statements regarding our prospective peréorce and strategies within the meaning of Se@ianof the
Securities Act of 1933, as amended, and Sectiona2ilie Securities Exchange Act of 1934, as amendédintend such forward-looking
statements to be covered by the safe harbor pomégdor forwardooking statements contained in the Private Sdearititigation Reform Ac
of 1995, and are including this statement for pagsoof said safe harbor provisions.

Forward-looking statements, which are based oriceaissumptions and describe future plans, stegegnd expectations of the
Company, are generally identified by use of thedsdianticipate,” “believe,” “estimate,” “expect,iritend,” “plan,” “project,” “seek,”
“strive,” “try,” or future or conditional verbs shas “will,” “would,” “should,” “could,” “may,” or similar expressions. Our ability to predict
results or the actual effects of our plans or sgigs is inherently uncertain. Accordingly, acteults may differ materially from anticipated
results.

” o« ” o« ” w ” o«

There are a number of factors, many of which ay@be our control, that could cause actual cond#tj@vents, or results to differ
significantly from those described in our forwaobking statements. These factors include, but arémited to:

® general economic conditions, either nationallyros@me or all of the areas in which we and ourausts conduct our respective
businesses

® conditions in the securities markets and real estetrkets or the banking indust

® changes in real estate values, which could impectjtiality of the assets securing the loans irpottfolio;

®* changes in interest rates, which may affect ouimoetme, prepayment penalty income, mortgage bgnkicome, and other
future cash flows, or the market value of our asdatluding our investment securitit

e changes in the quality or composition of our loasecurities portfolios

changes in our capital management policies, inofyithhose regarding business combinations, divideartt$ share repurchases,

among others

®  our use of derivatives to mitigate our interest mtposure

® changes in competitive pressures among financséituions or from no-financial institutions

® changes in deposit flows and wholesale borrowingifi@s;

®* changes in the demand for deposit, loan, and imesst products and other financial services in tlekets we serve

®  ourtimely development of new lines of business emmpetitive products or services in a changingrenment, and the
acceptance of such products or services by ouogst;

® changes in our customer base or in the financiaperating performances of our custor’ businesses

® any interruption in customer service due to circiamses beyond our contr

®  our ability to retain key personn

®  potential exposure to unknown or contingent lidiedi of companies we have acquired or may acquitiea future

L]

the outcome of pending or threatened litigatiorpfaomatters before regulatory agencies, whetheeatiy existing or

commencing in the future

environmental conditions that exist or may exispooperties owned by, leased by, or mortgageddadmpany

® any interruption or breach of security resultindaiures or disruptions in customer account mansgg, general ledger, deposit,
loan, or other system

®  operational issues stemming from, and/or capitahding necessitated by, the potential need to d@daptiustry changes in
information technology systems, on which we ardlyigiependent

®* changes in legislation, regulation, policies, omadstrative practices, whether by judicial, goveeantal, or legislative action,

including, but not limited to, the Dodd-Frank Walireet Reform and Consumer Protection Act, andrath@nges pertaining to

banking, securities, taxation, rent regulation hadsing, financial accounting and reporting, enwinental protection, and

insurance, and the ability to comply with such @demin a timely manne
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®* changes in the monetary and fiscal policies ofuitf® Government, including policies of the U.S. Beément of the Treasury and
the Board of Governors of the Federal Reserve By
changes in accounting principles, policies, prastior guidelines
a material breach in performance by the CommunégkBunder our loss sharing agreements with the F
changes in our estimates of future reserves bgsau the periodic review thereof under relevant katguy and accounting
requirements

® changes in regulatory expectations relating toiptie@ models we use in connection with stressngsind other forecasting or
the assumptions on which such modeling and foregpate predicatec

* the ability to successfully integrate any assébijllties, customers, systems, and managementipees of any banks we may
acquire into our operations, and our ability tdizearelated revenue synergies and cost savingsméixpected time frame
changes in our credit ratings or in our abilityatzess the capital marke
war or terrorist activities; an
other economic, competitive, governmental, regmatiechnological, and geopolitical factors affagtiour operations, pricing,
and services

In addition, we routinely evaluate opportunitieetgpand through acquisitions and conduct due ditigeactivities in connection with
such opportunities. As a result, acquisition disauss and, in some cases, negotiations, may take jgit any time, and acquisitions involving
cash or our debt or equity securities may occur.

Furthermore, the timing and occurrence or non-gegue of events may be subject to circumstancesngegur control.
Please see Item 1A, “Risk Factors,” for a furthecdssion of factors that could affect the actuatome of future events.

Readers are cautioned not to place undue reliamtieecforward-looking statements contained herehich speak only as of the date
of this report. Except as required by applicabke ¢a regulation, we undertake no obligation to updhese forward-looking statements to
reflect events or circumstances that occur afteidtite on which such statements were made.
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RECONCILIATIONS OF STOCKHOLDERS ' EQUITY AND TANGIBLE STOCKHOLDERS ' EQUITY;
TOTAL ASSETS AND TANGIBLE ASSETS; AND THE RELATED M_EASURES

Although tangible stockholders’ equity and tangia$sets are not measures that are calculatedondacce with U.S. generally
accepted accounting principles (“GAAP”), managemes these non-GAAP measures in their analysisrgberformance. We believe that
these non-GAAP measures are important indicatibosioability to grow both organically and throulghsiness combinations and, with
respect to tangible stockholders’ equity, our &piid pay dividends and to engage in various chpitnagement strategies.

We calculate tangible stockholders’ equity by satting from stockholders’ equity the sum of our gwdl and core deposit
intangibles (“CDI"), and calculate tangible asd®tssubtracting the same sum from our total as$etsalculate our ratio of tangible
stockholders’ equity to tangible assets, we dividetangible stockholders’ equity by our tangibésets.

Tangible stockholders’ equity, tangible assets, thedelated tangible capital measures, shouldeabonsidered in isolation or as a
substitute for stockholders’ equity or any othepital measure prepared in accordance with GAAP.ddeer, the manner in which we
calculate these non-GAAP capital measures mayrdiifen that of other companies reporting measufespital with similar names.

Reconciliations of our stockholders’ equity anddibife stockholders’ equity; our total assets amgjilale assets; and the related capital
measures at September 30, 2014 and December 3 falaiv:

September 30, December 31,

(dollars in thousands 2014 2013
Stockholders’ Equity $ 5777,99: $ 5,735,66:
Less: Goodwill (2,436,13) (2,436,13)
Core deposit intangibles, n (9,81€) (16,240
Tangible stockholde’ equity $ 3,332,05 % 3,283,29.
Total Assets $ 48,679,77 % 46,688,28
Less: Goodwill (2,436,13) (2,436,13)
Core deposit intangibles, n (9,81€) (16,240
Tangible assel $ 46,233,82 $ 44,235,91
Stockholders’ equity to total assets 11.81% 12.2%
Tangible stockholde’ equity to tangible asse 7.21% 7.42%

Executive Summary

New York Community Bancorp, Inc. is the holding quany for New York Community Bank, with 242 brancliresletro New York,
New Jersey, Ohio, Florida, and Arizona; and Newky@ommercial Bank, with 30 branches in Metro NewRk. &Vith assets of $48.7 hillic
at September 30, 2014, we rank among the 20 lat§8stbank holding companies, and with deposi2&.3 billion at that date, we rank
among its 25 largest depositories.

Both of our banks are New York State-charteredlzottl are subject to regulation by the FDIC, the Soner Financial Protection
Bureau, and the New York State Department of Fiisi&ervices. In addition, the holding companyubject to regulation by the Federal
Reserve Board and to the requirements of the Nexk 8tock Exchange, where shares of our common stoeekraded under the symbol
“NYCB?". As a bank holding company with assets o0%Lbillion to $50.0 billion, we are subject to leiened regulation under the Dodd-
Frank Wall Street Reform and Consumer ProtectionoA2010 (the “Dodd-Frank Act”).

As a publicly traded company, our mission is tovide our shareholders with a solid return on theiestment by producing a strong
financial performance, maintaining a solid capitasition, and engaging in corporate strategiese¢hhaince the value of their shares. In
support of this mission, we maintain a businessehtitht has been consistent over the course ofidscas described below:

®*  We originate multi-family loans on ndoxury apartment buildings in New York City thakaubject to rent regulation and fea
below-market rents
®*  We underwrite our loans in accordance with condemaredit standards in order to maintain a higlel of asset quality
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*  We operate at a high level of efficiency; ¢
*  We primarily grow through accretive acquisitionsottier financial institutions, branches, and/oratgts.

The merits of this time-tested business model @fteated in the following achievements:

®*  We are the leading producer of m-family loans for portfolio in New York City
®*  We have produced a consistent record of a-average asset qualit
®*  We consistently rank among the na’s most efficient bank holding companies; i
®* We have generated solid earnings and maintainedsistent position of capital streng
In January 2010, we added a fifth component tobaisiness model: originating one-to-four family ngaige loans for sale, servicing
retained, primarily to government-sponsored enieegr(“GSESs”).

Among the external factors that tend to influenaemerformance, the interest rate environmentys Best as short-term interest rates
affect the cost of our deposits and that of thelfunwe borrow, market interest rates affect thedgien the loans we produce for investment
and the securities in which we invest. For example yield on our multi-family and commercial regtate (“CRE”) loans is typically tied to
the five-year Constant Maturity Treasury rate ({8&T"). In the third quarter of 2014, the averagesfyear CMT rose to 1.70% from 1.66%
in the trailing quarter and from 1.50% in the yearlier three months. The highs in the respectiatgrs were 1.85%, 1.80%, and 1.85%,
the lows were 1.55%, 1.50%, and 1.31%, respectively

In addition, residential mortgage interest ratepdot the volume of one-to-four family mortgage lspave originate in any given
quarter, in view of their impact on new home pusgtand refinancing activity. Accordingly, whenidestial mortgage interest rates are |
refinancing activity typically increases; as resiti@ mortgage interest rates begin to rise, tfi@aacing of one-tdour family mortgage loar
typically declines.

The impact of market interest rates on our mulitifg and CRE lending is far less overt than theaetpon our production of one-to-
four family mortgage loans. For example, in theeéhand nine months ended September 30, 2014, giaated multi-family loans of $1.6
billion and $5.7 billion, representing 63.4% and88, respectively, of the held-for-investment loaresproduced during that time. Reflecting
the volume of loans we produced, and the offseitimgact of repayments, our portfolio of multi-fagnlbans grew 2.5% and 10.4%,
respectively, from the balances at the end of 20i€ and December 2013, to $22.9 billion at Septzr@b, 2014.

In addition, because the multi-family and CRE loagsproduce generate prepayment penalty income ttegrrefinance or prepay,
the impact of such activity can be meaningful.he third quarter of 2014, prepayment penalty incoose $6.1 million sequentially, to $25.4
million, and the contribution to our margin rose Basis points to 24 basis points. Reflecting troedase in prepayment penalty income ar
contribution to our margin, our net interest incorage $5.5 million sequentially to $289.0 millianthe current third quarter, and our net
interest margin rose three basis points to 2.69%.

Also less overt, but nonetheless impacting our aji@rs, has been the significant increase in réignl@and supervision required under
the Dodd-Frank Act, which was designed to redueaitk of another economic crisis of the magnittidenation experienced in 2008. Under
the Dodd-Frank Act, a financial institution withsass that average $50 billion or more over fourseontive quarters is considered to be a
“Systemically Important Financial Institution” (“BI") and consequently is subject to far greater reguignd the ramifications thereof) tt
those institutions that are not. With assets of &4dlion at June 30, 2014, management took dtefige three months ended September 30,
2014 to limit the Company’s balance sheet growth.

For example, while we grew our portfolios of hetd-fnvestment multi-family and CRE loans on a lidkguarter basis, the growth of
these portfolios was partially offset by a reductio the portfolio of held-for-investment one-tasfcfamily loans. During the quarter, $109.2
million of one-to-four family loans were transfedrto “held for sale” and subsequently sold. An &ddal $397.3 million of one-to-four
family and commercial and industrial (“C&I") loamgere transferred to “held for sale” from “held favestment” in the third quarter, and we
expect these loans to be sold in the fourth quaftéris year.

Reflecting these actions, total assets grew $74l@mover the course of the quarter to $48.7ibillat September 30, 2014. It is
currently our intention to remain below the SIHle$hold until such time as we can exceed it in eotian with a significant, earnings-
accretive business combination.
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Another way our operations have been impacted &yitdd-Frank legislation has been the allocatiosigrificant resources to
enhance our enterprise risk management prograno@anchpital planning process, including throughdtress testing of our financial results.

Notwithstanding the impact of such compliance-etagxpenses, we continue to operate efficientlyhdénthree months ended
September 30, 2014, operating expenses fell $Al®msequentially to $143.2 million, representihg 8% of average assets and contributing
to an efficiency ratio of 43.35%. The efficiencyioandicates the percentage of a company’s predgagnues (i.e., its net interest income and
non-interest income) that is used to meet its djpgy@xpenses. The lower the percentage, the nificeeat a company is.

Because of our unique lending niche and our coasi@e/underwriting standards, the losses on loanexperienced during and since
the 2008 economic crisis have been well below tlegages for our industry peers. At the end of Sept, our asset quality measures
included a 0.31% ratio of non-performing non-codeassets to total non-covered assets, and a 0 2%8w@f non-performing non-covered
loans to total non-covered loans. In addition, eeorded net recoveries of $271,000 in the threetinscended September 30, 2014.

While the markets we serve have experienced ecaniomprovement, the pace of that improvement appeanave been slower in the
current third quarter than it was in the yearier three months. Furthermore, while certaioneenic indicators suggest a strong improvern
certain other economic indicators are not quitstemng.

For example, the following table presents the ureympent rates for the United States in our key dépuoarkets in the months ended
September 30, 2014, December 31, 2013, and Sept&@®p2013. Unemployment declined year-over-yealliof these markets and
sequentially in all but one:

For the Month Ended
September 30, December 31, September 30,

2014 2013 2013
Unemployment rate
United State: 5.2% 6.7% 7.2%
New York City 6.1 7.5 8.5
Arizona 6.8 7.3 8.3
Florida 6.1 5.¢ 6.9
New Jerse 6.3 6.7 8.2
New York 5.€ 6.€ 7.4
Ohio 5.1 6.€ 7.2

(Source: U.S. Department of Labor)

Yet another key economic indicator is the ConsuiRrare Index (the “CPI")which measures the average change over time ipritex
paid by urban consumers for a market basket ofusnes goods and services. The following table ingissahe change in the CPI for the
twelve months ended at each of the indicated dates:

For the Twelve Months Ended

September December September
2014 2013 2013
Change in prices 1.7% 1.5% 1.2%

The recovery is also reflected in the S&P/Caselk8Shome Price Index for the twelve months endedust 2014, December 2013,
and September 2013. Home prices rose 5.1% acreds. 8 in the twelve months ended August 2014patpared to 11.3% and 11.2%,
respectively, in the twelve months ended Decemb&B2nd September 2013. Given the impact that hpines have on residential mortgi
lending, we believe the S&P/Case-Shiller Home Pinckex is a particularly important economic indarafior the Company.

In addition, the volume of new home sales natioewigs at a seasonally adjusted annual rate of @@ 0September 2014, accord
to estimates set forth in a U.S. Commerce Depattmegort issued on October 24, 2014. The Septebibt rate was 0.2% higher than the
rate reported in August 2014 and 17.0% above tigereported in September 2013.
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Yet another pertinent economic indicator is thédestial rental vacancy rate in New York, as repdy the U.S. Department of
Commerce, and the office vacancy rate in Manhattameported by a leading commercial real estatieely Jones Lang LaSalle. These
measures are important in view of the fact tha#®0of our multi-family loans and 88.5% of our CREahs are secured by properties in New
York State, with Manhattan accounting for 34.0% &t®% of our multi-family and CRE loans, respeeljv As reflected in the following
table, rental vacancy rates have improved in thesdets over the indicated periods:

For the Three Months Ended
September 30, December 31, September 30,
2014 2013 2013
Residential rental vacancy rate in New Yc 3.8 5.8 5.8
Manhattan office vacancy rat 10.1 11.1 11.¢

In addition, the Consumer Confidence Indaroved up to 86.0 in September 2014 from 78.1 inelbdxer 2013 and from 79.7 in
September 2013. An index level of 90 or more isswbered indicative of a strong economy.

Recent Events

On October 21, 2014, the Board of Directors dedaguarterly cash dividend of $0.25 per shareapkeyon November 20, 2014 to
shareholders of record at the close of busined$omember 7, 2014.

Critical Accounting Policies

We consider certain accounting policies to beaally important to the portrayal of our financigrdlition and results of operations,
since they require management to make complexhjestive judgments, some of which may relate totematthat are inherently uncertain.
The inherent sensitivity of our consolidated finahstatements to these critical accounting paticend the judgments, estimates, and
assumptions used therein, could have a materiadtrgm our financial condition or results of op&nas.

We have identified the following to be critical acmting policies: the determination of the allowasdor loan losses; the valuation of
mortgage servicing rights; the determination of thiee an impairment of securities is other than teragy; the determination of the amoun
any, of goodwill impairment; and the determinatafrthe valuation allowance for deferred tax assets.

The judgments used by management in applying ttritseal accounting policies may be influenced lbly@rse changes in the
economic environment, which may result in changdsiture financial results.

Allowances for Loan Losse
Allowance for Losses on N-Covered Loans

The allowance for losses on non-covered loanscigased by provisions for non-covered loan lodsaisare charged against earnings,
and is reduced by net charge-offs and/or revergany, that are credited to earnings. Although+tovered loans are held by either the
Community Bank or the Commercial Bank, and a sépdoan loss allowance is established for eachtata of the two allowances is
available to cover all losses incurred. In additiexcept as otherwise noted in the following disows, the process for establishing the
allowance for losses on non-covered loans is theedar each of the Community Bank and the CommEBaak. In determining the
respective allowances for loan losses, managenoasiders the Community Bank’s and the CommercialkBacurrent business strategies
and credit processes, including compliance witHiegple regulatory guidelines and with guidelingp@ved by the respective Boards of
Directors with regard to credit limitations, loappaovals, underwriting criteria, and loan workoubgedures.

The allowance for losses on non-covered loanstablished based on our evaluation of the probattierent losses in our portfolio in
accordance with GAAP, and is comprised of both jgaeluation allowances and general valuatioomalnces.
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Specific valuation allowances are established bagsatanagement’s analyses of individual loansdahatconsidered impaired. If a
non-covered loan is deemed to be impaired, managemeasures the extent of the impairment and esitedsl a specific valuation allowance
for that amount. A non-covered loan is classifisdimpaired” when, based on current information amdnts, it is probable that we will be
unable to collect both the principal and interagt dnder the contractual terms of the loan agreerdém apply this classification as neces:
to non-covered loans individually evaluated for &mment in our portfolios of multi-family; commeatireal estate; acquisition, development,
and construction; and commercial and industriahéo@maller-balance homogenous loans and loarisdatrthe lower of cost or fair value
are evaluated for impairment on a collective, rathan individual, basis.

We generally measure impairment on an individuahland determine the extent to which a specifisatédn allowance is necessary
by comparing the loan’s outstanding balance tceeithe fair value of the collateral, less the eatid cost to sell, or the present value of
expected cash flows, discounted at the loan’s éffeinterest rate. A specific valuation allowansestablished when the fair value of the
collateral, net of the estimated costs to seltherpresent value of the expected cash flows sstlemn the recorded investment in the loan.

We also follow a process to assign general valoalmwances to non-covered loan categories. Genaltzation allowances are
established by applying our loan loss provisionimethodology, and reflect the inherent risk in cansling held-for-investment loans. This
loan loss provisioning methodology considers vagifactors in determining the appropriate quantifiskl factors to use to determine the
general valuation allowances. The factors assdssgid with the historical loan loss experiencedach of the major loan categories
maintained. Our historical loan loss experiendbén adjusted by considering qualitative or enwinental factors that are likely to cause
estimated credit losses associated with the egigtontfolio to differ from historical loss experies including, but not limited to:

® Changes in lending policies and procedures, inolpdhanges in underwriting standards and collectibarge-off, and recovery
practices

®* Changes in international, national, regional, awhl economic and business conditions and develofsntieat affect the
collectability of the portfolio, including the coitidn of various market segmen

® Changes in the nature and volume of the portfolid ia the terms of loan

Changes in the volume and severity of past duesla@ie volume of non-accrual loans, and the volaneseverity of adversely

classified or graded loan

Changes in the quality of our loan review syst

Changes in the value of the underlying collatepalcbllaters-dependent loan:

The existence and effect of any concentrationsadit, and changes in the level of such conceotmat

Changes in the experience, ability, and depthrmaditlg management and other relevant staff;

The effect of other external factors, such as cditipe and legal and regulatory requirements, anlével of estimated credit

losses in the existing portfoli

By considering the factors discussed above, wemé@ie quantifiable risk factors that are appliegéxh non-impaired loan or loan
type in the loan portfolio to determine the geneeuation allowances.

In 2014, we changed the historical loss period seto determine the allowance for loan losses orcovered loans to a rolling 16-
quarter look-back period, as we believe this t@Ineore appropriate reflection of the Company’sdnistl loss experience. This change has
not had a significant effect on the allowance &@skes on non-covered loans, nor is it expected snd

The process of establishing the allowance for lssenon-covered loans also involves:

Periodic inspections of the loan collateral by diea in-house and external property appraisers/inspeasrapplicable
Regular meetings of executive management with érgénent Board committee, during which observatdeds in the local
economy and/or the real estate market are discu

®*  Assessment of the aforementioned factors by thttnpet members of the Boards of Directors and memamnt when making a
business judgment regarding the impact of antieghghanges on the future level of loan losses:

* Analysis of the portfolio in the aggregate, as vesllon an individual loan basis, taking into coesation payment history,
underwriting analyses, and internal risk ratir
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In order to determine their overall adequacy, exHdahe respective non-covered loan loss allowarcesviewed quarterly by
management and by the Mortgage and Real Estate @warof the Community Bank’s Board of Directorsgt‘Mortgage Committee”) or
the Credit Committee of the Board of Directorsted Commercial Bank (the “Credit Committee”), aslagble.

We charge off loans, or portions of loans, in theiqd that such loans, or portions thereof, arersbuncollectible. The collectability
of individual loans is determined through an assess of the financial condition and repayment cépaxf the borrower and/or through an
estimate of the fair value of any underlying calal. Generally, the time period in which this @sseent is made is within the same quarter
that the loan is considered impaired and quartbdyeafter. For non-real estate-related consuneelitst the following past-due time periods
determine when charge-offs are typically record&)iclosed-end credits are charged off in the gudhiat the loan becomes 120 days past
due; (2) open-end credits are charged off in trertgu that the loan becomes 180 days past dug3atth closed-end and open-end credits
are typically charged off in the quarter that thedit is 60 days past the date we received notifinahat the borrower has filed for
bankruptcy.

The level of future additions to the respective-gomered loan loss allowances is based on mangriadhcluding certain factors that
are beyond management’s control such as change®imomic and local market conditions, includinglides in real estate values, and
increases in vacancy rates and unemployment. Mamageuses the best available information to reamgluisses on loans or to make
additions to the loan loss allowances; howeverQbmmunity Bank and/or the Commercial Bank maydupiired to take certain charge-offs
and/or recognize further additions to their loasslallowances, based on the judgment of regulaigencies with regard to information
provided to them during their examinations of thenks.

Allowance for Losses on Covered Lo

We have elected to account for the loans acquirélde AmTrust Bank (“AmTrust”) and Desert Hills Ba¢Desert Hills”) acquisition:
(i.e., our covered loans) based on expected cagls flThis election is in accordance with Finangietounting Standards Board (“FASB”)
Accounting Standards Codification (*“ASC”) Topic 330, “Loans and Debt Securities Acquired with Dieterted Credit Quality” (“ASC
310-30"). In accordance with ASC 310-30, we mamtai integrity of a pool of multiple loans accaeohfor as a single asset with a single
composite interest rate and an aggregate expetiiticash flows.

Covered loans are reported exclusive of the FDHS khare receivable. The covered loans acquirdeiAmTrust and Desert Hills
acquisitions are, and will continue to be, revie@dcollectability based on the expectations aftcfiows from these loans. Covered loans
have been aggregated into pools of loans with comecharacteristics. In determining the allowanceldsses on covered loans, we
periodically perform an analysis to estimate thgeseted cash flows for each of the loan pools. Avigion for losses on covered loans is
recorded to the extent that the expected cash flows a loan pool have decreased for credit-reldgads since the acquisition date.
Accordingly, during the loss share recovery peribthere is a decrease in expected cash flowdaae increase in estimated credit losses
compared to the estimates made at the respectipgsition dates, the decrease in the present wdlagpected cash flows will be recorded as
a provision for covered loan losses charged toiegsnand the allowance for covered loan lossdsheiincreased. During the loss share
recovery period, a related credit to non-interesbme and an increase in the FDIC loss share iaaeiwill be recognized at the same time,
and will be measured based on the applicable lessrgy agreement percentage.

Please see Note 6, “Allowances for Loan Lossesaffurther discussion of our allowance for lossegovered loans as well as
additional information about our allowance for les®n non-covered loans.

Mortgage Servicing Right:

We recognize the right to service mortgage loansffoers as a separate asset referred to as mersgagcing rights (“MSRs”). MSRs
are generally recognized when one-to-four famibni® are sold or securitized, servicing retained,ams initially recorded, and subsequently
carried, at fair value.

We base the fair value of our MSRs on the presalutevof estimated future net servicing income dhbshs, utilizing an internal
valuation model. The model we utilize is based ssuamptions that market participants would use tinese fair value, including estimates of
prepayment speeds, discount rates, default rafisance rates, servicing costs, escrow accountregs, contractual servicing fee income,
and ancillary income. We reassess, and periodiedglyst, these underlying inputs and assumptionsftect market conditions and change
the assumptions that a market participant wouldictan in valuing MSRs.
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Changes in the fair value of MSRs occur primarilyxonnection with the collection/realization of exfed cash flows, as well as
changes in the valuation inputs and assumptionan@ds in the fair value of MSRs are reported in figage banking income” in the period
during which such changes occur.

Investment Securitie

The securities portfolio primarily consists of ngate-related securities and, to a lesser extebt,ahel equity (together, “other”)
securities. Securities that are classified as talbeé for sale’are carried at their estimated fair value, with anyealized gains or losses, ne
taxes, reported as accumulated other compreheimsivme or loss in stockholders’ equity. Securitlest we have the intent and ability to
hold to maturity are classified as “held to matgrdand carried at amortized cost, less the nonitpemtion of other-than-temporary
impairment (“OTTI") recorded in “Accumulated othesmprehensive loss, net of tax” (*“AOCL").

The fair values of our securities, and particulanly fixed-rate securities, are affected by chamgesarket interest rates and credit
spreads. In general, as interest rates rise andédit spreads widen, the fair value of fixed-rsteurities will decline; as interest rates fall
and/or credit spreads tighten, the fair value xédirate securities will rise. We regularly condaceview and evaluation of our securities
portfolio to determine if the decline in the falue of any security below its carrying amounttigeo than temporary. If we deem any decline
in value to be other than temporary, the secusityritten down to its current fair value, creatmngew cost basis, and the resultant loss (other
than the OTTI on debt securities attributable to-opedit factors) is charged against earnings andrded in “Non-interest income.” Our
assessment of a decline in fair value includesuelg as to the financial position and future prospef the entity that issued the investment
security, as well as a review of the security’senhdng collateral. Broad changes in the overaltkeaor interest rate environment generally
will not lead to a write-down.

In accordance with OTTI accounting guidance, uniesdiave the intent to sell, or it is more likelah not that we may be required to
sell a security before recovery, OTTI is recogniasd realized loss in earnings to the extentttizatlecline in fair value is credit-related. If
there is a decline in fair value of a security elts carrying amount and we have the intent tbiser it is more likely than not that we may
be required to sell the security before recovédrg,dntire amount of the decline in fair value iargfed to earnings.

Goodwill Impairment

Goodwill is presumed to have an indefinite useifeldnd is tested for impairment, rather than amed;, at the reporting unit level, at
least once a year. We performed our annual goodwnilhirment test as of December 31, 2013 and founithdication of goodwill impairme
at that date.

Goodwill would be tested in less than one yeanetif there were a “triggering event.” There wecetriggering events identified
during the nine months ended September 30, 2014.

The goodwill impairment analysis is a two-step.tegiwever, a company can, under Accounting Starsddptiate (“ASU”) No. 2011-
08, “Testing Goodwill for Impairment,” first asseggalitative factors to determine whether it ises=ary to perform the two-step quantitative
goodwill impairment test. Under this amendmenteatity would not be required to calculate the failue of a reporting unit unless the entity
determined, based on a qualitative assessmentt thas more likely than not that its fair valuesiass than its carrying amount. The
Company did not elect to perform a qualitative asseent in 2013. The first step (“Step 1) is usedlentify potential impairment, and
involves comparing each reporting segment’s eséthédir value to its carrying amount, including dadll. If the estimated fair value of a
reporting segment exceeds its carrying amount, golod not considered to be impaired. If the camg/amount exceeds the estimated fair
value, there is an indication of potential impainhand the second step (“Step 2") is performed ¢éasare the amount.

Step 2 involves calculating an implied fair valdegoodwill for each reporting segment for which iampent was indicated in Step 1.
The implied fair value of goodwill is determinedamrmanner similar to the amount of goodwill caltedhin a business combination, i.e., by
measuring the excess of the estimated fair valdlkeofeporting segment, as determined in Stepdr, the aggregate estimated fair values of
the individual assets, liabilities, and identifialdhtangibles, as if the reporting segment weradatquired in a business combination at the
impairment test date. If the implied fair valuegafodwill exceeds the carrying amount of goodwitligeed to the reporting segment, there is
no impairment. If the carrying amount of goodwakéagned to a reporting segment exceeds the imfaiedalue of the goodwill, an
impairment charge is recorded for the excess. Ayairment loss cannot exceed the carrying amougbofiwill assigned to a reporting
segment, and the loss establishes a new basie gothdwill. Subsequent reversal of goodwill imparhlosses is not permitted.
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Quoted market prices in active markets are thedgdence of fair value and are used as the basiméasurement, when available.
Other acceptable valuation methods include presaine measurements based on multiples of earningssenues, or similar performance
measures. Differences in the identification of mtipg units and in valuation techniques could resumaterially different evaluations of
impairment.

For the purpose of goodwill impairment testing, mgement has determined that the Company has twedtiregp segments: Banking
Operations and Residential Mortgage Banking. Alboff recorded goodwill has resulted from prior asiions and, accordingly, is attributed
to Banking Operations. There is no goodwill asseciavith Residential Mortgage Banking, as this segimvas acquired in our FDIgssiste:
AmTrust acquisition, which resulted in a bargaimgase gain. In order to perform our annual goddmibairment test, we determined the
carrying value of the Banking Operations segmetiietthe carrying value of the Company and compiatedhe fair value of the Company.

Income Taxes

In estimating income taxes, management assessesldtige merits and risks of the tax treatmentrafsactions, taking into account
statutory, judicial, and regulatory guidance in tlatext of our tax position. In this process, ngg@raent also relies on tax opinions, recent
audits, and historical experience. Although wethgebest available information to record incomeetsunderlying estimates and assumptions
can change over time as a result of unanticipatedts or circumstances such as changes in taxdad/udicial guidance influencing our
overall or transaction-specific tax position.

We recognize deferred tax assets and liabilitiesHe future tax consequences attributable to miffees between the financial
statement carrying amounts of existing assetsiahdities and their respective tax bases, andcctireyforward of certain tax attributes such as
net operating losses. A valuation allowance is ta@ied for deferred tax assets that we estimatenare likely than not to be unrealizable,
based on available evidence at the time the estimahade. In assessing the need for a valuatiowahce, we estimate future taxable
income, considering the prudence and feasibilittagfplanning strategies and the realizabilityadf loss carryforwards. Valuation allowances
related to deferred tax assets can be affectethdyges to tax laws, statutory tax rates, and fuawable income levels. In the event we were
to determine that we would not be able to reallzerea portion of our net deferred tax assetdmfuture, we would reduce such amounts
through a charge to income tax expense in the gémiavhich that determination was made. Converstlye were to determine that we
would be able to realize our deferred tax assetisariuture in excess of the net carrying amoumésyould decrease the recorded valuation
allowance through a decrease in income tax expartbe period in which that determination was m&lghsequently recognized tax benefits
associated with valuation allowances recordedbinsaness combination would be recorded as an adgustto goodwill.

On March 31, 2014, new tax legislation that chartpedmanner in which financial institutions andittedfiliates are taxed in New
York State was enacted. The most significant chaadfecting the Company are summarized below:

* New York State tax is now determined by measufirggapportioned income of the combined group od@thestic affiliates of
New York taxpayer that participate in a unitaryibess relationship, rather than by applying diffgriules based on the tax ste
of each affiliate

* Taxable income is apportioned to New York basetherocation of the taxpayer’s customers, with sgeales for income from
certain financial transactions. The location of tdngoayer’s offices and bank branches will no lorgerelevant to the
determination of income apportioned to New Yorkt&t
The statutory tax rate was reduced from 7.1% téo6&nd
Thrift institutions that maintain a qualified resiwtial loan portfolio are entitled to a specialpngouted modification reducing
income taxable to New Yorl

While most of the provisions of the new legislatame effective for fiscal years beginning in 20ttt statutory tax rate will not be
reduced until 2016. The impact of a tax law chamgéhe net deferred tax balance of a company lisatet in earnings in the quarter of
enactment. In the first quarter of 2014, the recatafon of our deferred tax balance resulted ime-time $4.5 million charge to income tax
expense. Although it is expected that the new Maillprovide a modest reduction in our current &pense beginning in 2015, the amour
the reduction will be affected by any changes inaperations, structure, or profitability.

Balance Sheet Summary

Total assets rose $2.0 billion, or 4.3%, from thiahbce at the end of December to $48.7 billionegtt&mber 30, 2014. The increase
was largely the net effect of a $2.5 billion risedtal loans, net to $35.3 billion, and a $439illion decline in total securities to $7.5 billion.
Loans, net represented 72.4% of total assets anthef September and securities represented 15.4%.
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The nine-month rise in total assets and loans a@ely funded by a $2.6 billion, or 10.3%, increast®otal deposits to $28.3 billion,
which occurred in tandem with a $708.1 million dieelin borrowed funds to $14.4 billion. Reflectitige nine-month increase, deposits
represented 58.2% of total assets at the end dé@ébpr, as compared to 55.0% at December 31st.eCsely, borrowed funds represented
29.6% of total assets at the end of Septembegrapared to 32.4% at the end of 2013.

Stockholders’ equity rose $42.3 million in the firine months of this year to $5.8 billion, represey 11.87% of total assets and a
book value of $13.05 per share at September 3@thgible stockholders’ equity rose $48.8 millionidgrthis time, to $3.3 billion,
representing 7.21% of tangible assets and a tanbdik value of $7.53 per share. (Please see shagtiion and reconciliations of
stockholders’ equity and tangible stockholders’igqutotal assets and tangible assets; and théecktzapital measures that appear earlier in
this report.)

Loans

At September 30, 2014, loans, net represented $8%d, or 72.4%, of total assets, a $2.5 billioerease from the balance at
December 31, 2013. Included in the September 3@thuat were covered loans, net of $2.5 billion; morered loans held for investment,
of $32.1 billion; and non-covered loans held fdesz $680.1 million, as more fully described below

Covered Loans

“Covered loans” refers to the loans we acquiredunFDIC-assisted AmTrust and Desert Hills trarisast and are referred to as such
because they are covered by loss sharing agreemightthe FDIC. At September 30, 2014, covered $ompresented $2.5 billion, or 7.1%,
of the total loan balance, a $284.0 million reduetirom the balance at December 31, 2013. The teofuwas primarily due to repayments.

One-to-four family loans represented $2.3 billidriaial covered loans at the end of September, alltbther loan types (primarily
consisting of home equity lines of credit, or “HECE) representing $222.6 million, combined.

Covered one-to-four family loans include both fixat adjustable rate loans. At September 30, 2R1L8,billion, or 70.8%, of our
covered loans were adjustable rate loans, withighted average interest rate of 3.31%. The remaiofine covered loan portfolio consisted
of fixed rate loans at that date. The interestsratethe adjustable rate loans in the covered poatfiolio are indexed to the ongar LIBOR ol
the one-year Treasury rate, plus a spread in tigeraf 2% to 5%, subject to certain caps.

The AmTrust and Desert Hills loss sharing agreemeath require the FDIC to reimburse us for 80%sxes up to a specified
threshold, and for 95% of losses beyond that tholeskvith respect to covered loans and coveredraothad estate owned (“OREQ”).

Geographical Analysis of the Covered Loan Portfolio
The following table presents a geographical analgéour covered loan portfolio at September 3@420

(in thousands

California $ 434,99:
Florida 426,78
Arizona 201,44
Ohio 160,30°
Massachusett 118,50¢
Michigan 113,13t
Illinois 88,53¢
New York 85,86¢
Maryland 66,14
Nevada 59,37¢
New Jerse! 59,08¢
Minnesota 54,53¢
Colorado 54,53
All other state 581,37!
Total covered loan $ 2,504,62;
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Non-Covered Loans Held for Investment

Non-covered loans held for investment represensd3billion, or 91.0%, of total loans at the eriddeptember, reflecting a $2.4
billion, or 8.1%, increase from the balance at Dalger 31, 2013. In addition to multi-family loansdaBRE loans, the held-for-investment
portfolio includes substantially smaller balancésme-to-four family loans, ADC loans, and othearig, with C&I loans comprising the bulk
of the “other” loan portfolio. The vast majority ofir noneovered loans held for investment consist of |dhas we ourselves originated or,
some cases, acquired in business combinationstprk09.

In the first nine months of 2014, originations eldifor-investment loans totaled $8.3 billion, esdimg the year-earlier nine-month
volume by $229.6 million, or 2.8%. Included in th&rent nine-month amount were third-quarter oagjions of $2.6 million, down $271.8
million and $775.5 million from the volumes recodde the trailing and year-earlier three monthspestively.

Multi-Family Loans

Multi-family loans are our principal asset. Therieave produce are primarily secured by non-luxtegidential apartment buildings in
New York City that are re-regulated and feature below-market rents—a marketefer to as our “primary lending niche.” Consigtwith
our emphasis on multi-family lending, multi-familyan originations represented $5.7 billion, or 88.8®f the total loans we produced in the
first nine months of this year for investment, eedieg the year-earlier nine-month volume by $138ilion. Included in the current nine-
month amount were third quarter originations o6dillion, reflecting a linked-quarter decrease$d65.0 million and a $972.9 million
decrease year-over-year. The year-over-year destrseprimarily due to the origination of multi-fdgnloans totaling $450.0 million
collateralized by ten related properties in thectlgjuarter of 2013.

At September 30, 2014, the balance of multi-fartans represented $22.9 billion, or 70.9%, of tatai-covered loans held for
investment, a $2.2 billion increase from the badtaatDecember 31, 2013. The average multi-faméy lbad a principal balance of
$4.8 million at the end of September, as comparek#lt5 million at December 31st.

The vast majority of our multi-family loans are nead longterm owners of buildings with apartments that agiect to rent regulatic
and feature below-market rents. Our borrowers sipiaise the funds we provide to make building-wiid@rovements and renovations to
certain apartments, as a result of which they bieta increase the rents their tenants pay. Ingleo, the borrower creates increased cash
flows to borrow against in future years. We alskenlbans to building owners seeking to expand ttegl estate holdings with the purchase
of additional properties.

In addition to underwriting multi-family loans ohe basis of the buildings’ income and condition,aeasider the borrowers’ credit
history, profitability, and building management exjise. Borrowers are required to present evidefdeeir ability to repay the loan from the
buildings’ current rent rolls, their financial atents, and related documents.

Our multi-family loans typically feature a termteh or twelve years, with a fixed rate of interfestthe first five or seven years of the
loan, and an alternative rate of interest in ysarshrough ten or eight through twelve. The rdtarged in the first five or seven years is
generally based on intermediate-term interest faltesa spread. During the remaining years, the teaets to an annually adjustable rate that
is tied to the prime rate of interest, plus a sgrédternately, the borrower may opt for a fixederéhat is tied to the five-year fixed advance
rate of the Federal Home Loan Bank of New York (fRLB-NY"), plus a spread. The fixed-rate optiols@requires the payment of one
percentage point of the then-outstanding loan lealaim either case, the minimum rate at repricingquivalent to the rate in the initial fiver
seven-year term.

As the rent roll increases, the typical propertynewseeks to refinance the mortgage, and genaadly so before the loan reprices in
year six or eight. At September 30, 2014 and Deegr8h, 2013, the expected weighted average litaemult-family loan portfolio was 2.8
years and 2.9 years, respectivt

Multi-family loans that refinance within the firBtve or seven years are typically subject to aaldthed prepayment penalty schedule.
Depending on the remaining term of the loan atithe of prepayment, the penalties normally rangenffive percentage points to one
percentage point of the then-current loan balaiieeloan extends past the fifth or seventh yeat the borrower selects the fixed rate option,
the prepayment penalties typically reset to a raridize points to one point over years six throdgh or eight through twelve. For exampli
ten-year multi-family loan that prepays in yeaethiould generally be expected to pay a prepayparlty equal to three percentage points
of the remaining principal balance. A twelve-yearltiffamily loan that prepays in year one or twouldbgenerally be expected to pay a
penalty equal to five percentage points.
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Prepayment penalties are recorded as interest memmth are therefore reflected in the average y@idsur loans and assets, our
interest rate spread and net interest margin, leatet/el of net interest income we record. No aggigns are involved in the recognition of
prepayment penalty income, as such income is @dgrded when cash is received.

Our success as a multi-family lender partly refidbe solid relationships we have developed wighmtfarket’s leading mortgage
brokers, who are familiar with our lending practiceur underwriting standards, and our latgrding practice of basing our loans on the
flows produced by the properties. Because the rfautily market is largely broker-driven, the proses producing such loans is expedited,
with loans generally taking four to six weeks togess.

At September 30, 2014, the vast majority of ourtiFfamily loans were secured by rental apartmeridings. In addition, 75.3% of
our multi-family loans were secured by buildingdNaw York City, with Manhattan accounting for tleedest share. While 5.0% of our multi-
family loans were secured by buildings in other Néovk State counties, including those on Long Idlat9.6% of multi-family loans were
secured by buildings in other states, includings¢éhserved by our retail branch offices outside Newvk.

Our emphasis on multi-family loans is driven by esa¥ factors, including their structure, which reds our exposure to interest rate
volatility. Another factor driving our focus on ntufamily lending has been the comparative qualityhe loans we produce. Reflecting the
nature of the buildings securing our loans, ouramwiiting standards, and the generally conservatiaa-to-value ratios (“LTVs”) our multi-
family loans feature at origination, a relativeiyal percentage of the multi-family loans that h&ramsitioned to non-performing status have
actually resulted in losses, even when the crgdiechas taken a downward turn.

We primarily underwrite our multi-family loans baken the current cash flows produced by the cabidfgoperty, with a reliance on
the “income” approach to appraising the propertiager than the “sales” approach. The sales aphrnsasubject to fluctuations in the real
estate market, as well as general economic conditend is therefore likely to be more risky in #vent of a downward credit cycle turn. We
also consider a variety of other factors, including physical condition of the underlying propettg net operating income of the mortgaged
premises prior to debt service and depreciatieapibt service coverage ratio (‘DSCR”), which is thtio of the property’s net operating
income to its debt service; and the ratio of trenlamount to the appraised value of the propery; the LTV). The multfamily loans we an
originating today generally represent no more tha of the lower of the appraised value or thesspiece of the underlying property and
typically feature an amortization period of 30 y&an some cases with an initial interest-only perin addition to typically requiring a
minimum DSCR of 120% on multi-family buildings, wétain a security interest in the personal propledgted on the premises, and an
assignment of rents and leases.

Accordingly, while our multfamily lending niche has not been immune to dowmgun the credit cycle, we continue to believe tha
multi-family loans we produce involve less credkrthan certain other types of loans. In gendnaildings that are subject to rent regulation
have tended to be stable, with occupancy levelsir@ng more or less constant over time. Becausestiis are typically below market and
the buildings securing our loans are generally ta&ied in good condition, they have been moreyikelretain their tenants in adverse
economic times. In addition, we underwrite our fiaiimily loans on the basis of the current casiWwfi@enerated by the underlying
properties, and generally exclude any short-teropgrty tax exemptions and abatement benefits thygepty owners receive.

Commercial Real Estate Loans

In the first nine months of 2014, CRE loans repmése $1.2 billion, or 15.0%, of total loans origieé for investment, down $86.3
million from the volume produced in the first nimmnths of 2013. Included in the current nine-maattount were third-quarter originations
of $434.2 million, reflecting a sequential increa$&97.8 million and a year-over-year increas&161.3 million.

CRE loans totaled $7.7 billion at the end of Seftemreflecting a $296.5 million increase from Hatance at December 31st. The
September 30th balance represented 23.8% of ta@aslheld for investment, while the year-end baarpresented 24.7%. At September 30,
2014 and December 31, 2013, the average CRE laha pancipal balance of $4.9 million and $4.7 roill, respectively.

The CRE loans we produce are secured by incomadpitogl properties such as office buildings, retaitters, mixedsse buildings, ar
multi-tenanted light industrial properties. At Sepiber 30, 2014, 72.7% of our CRE loans were sedwygmtoperties in New York City—
primarily in Manhattan—while properties on Longaisti accounted for 13.2%. Other counties in theeStiNew York were home to 2.6% of
CRE loans outstanding, while all other states actamlifor 11.5% of outstanding CRE loans.
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The pricing of our CRE loans is similar to the prgcof our multi-family credits, i.e., with a fixemte of interest for the first five or
seven years of the loan that is generally basadtermediate-term interest rates plus a spreadnByears six through ten or eight through
twelve, the loan resets to an annually adjustaddke that is tied to the prime rate of interestsglispread. Alternately, the borrower may opt
for a fixed rate that is tied to the five-year fixadvance rate of the FHLB-NY plus a spread. Tkedfrate option also requires the paymer
an amount equal to one percentage point of thediigstanding loan balance. In either case, thermim rate at repricing is equivalent to the
rate in the initial five- or seven-year term.

Prepayment penalties apply to our CRE loans, asdbeour multi-family credits. Depending on the gning term of the loan at the
time of prepayment, the penalties normally rangenffive percentage points to one percentage poitiiectheneurrent loan balance. If a lo
extends past the fifth or seventh year and theola@r selects the fixed rate option, the prepaymenalties typically reset to a range of five
points to one point over years six through tenightethrough twelve. Our CRE loans tend to refirmndthin three to four years of
origination; the expected weighted average lifehef CRE portfolio was 3.4 years and 3.3 years aesely, at September 30, 2014 and
December 31, 2013.

The repayment of loans secured by commercial stateeis often dependent on the successful operatid management of
the underlying properties. To minimize our crediky we originate CRE loans in adherence with corsgere underwriting standards, and
require that such loans qualify on the basis ofpttegerty’s current income stream and DSCR. Theayab of a loan also depends on the
borrower’s credit history, profitability, and expiee in property management, and typically requir@sinimum DSCR of 130% and a
maximum LTV of 65%. In addition, the origination GRE loans typically requires a security intereshie fixtures, equipment, and other
personal property of the borrower and an assignietiie rents and leases.

One-to-Four Family Loans

We originate agency-conforming one-to-four famims through our mortgage banking operation. Tlsemajority of the one-téeur
family loans we produce are aggregated for salle otiters produced by our mortgage banking clidmtsughout the nation. These loans are
generally sold, servicing retained, to GSEs. (Forerdetailed information about our production oédafour family loans for sale, please :
“Non-Covered Loans Held for Sale” later in thisadission and analysis.)

For many years, the vast majority of our one-torfamily loans held for investment were loans wd haquired in our merger
transactions prior to 2009. However, in 2012, wegapeto capitalize on our proprietary mortgage hagldlatform to originate one-to-four
family loans for our own portfolio. Initially, thene-to-four family loans we produced for investmamete all hybrid jumbo credits. In 2013,
we began to retain some agency-conforming onetofamily hybrid loans and select jumbo fixed retans.

While the balance of one-four family loans held for investment was $690.0iom at the end of June and $560.7 million aténe of
December, we reduced the balance of such loan$06.8 million at September 30, 2014. The reduatédlects $109.2 million of one-to-four
family loans that were transferred to held for said sold in the third quarter, and the transfarafther $236.0 million of one-to-four family
loans to held for sale that are expected to beindluk fourth quarter of this year.

Acquisition, Development, and Construction Lo

ADC loans represented $310.6 million, or 0.96%otdl loans held for investment at the end of Saptr, down $33.5 million from
the balance at December 31st. In the nine monttisce8eptember 30, 2014, we originated ADC loar&r6f4 million, a $48.1 million
reduction from the volume produced in the yeariearline-month period. Included in the current Anenth amount were third quarter
originations of $6.9 million, as compared to $1&lion and $45.1 million, respectively, in theitnag and year-earlier three months.

At September 30, 2014, 69.0% of the loans in ouCAidrtfolio were for land acquisition and developta¢he remaining 31.0%
consisted of loans that were provided for the aoesibn of owner-occupied homes and commercial @rigs. Loan terms vary based upon
the scope of the construction, and generally rdrgye 18 to 24 months; they also feature a floatatg of interest tied to prime, with a floor.
In addition, 78.0% of the loans in our ADC portéolvere for properties in New York City, with Manteat accounting for more than half of
New York City's share.

Because ADC loans are generally considered to hdigher degree of credit risk, especially durirdpanturn in the credit cycle,
borrowers are required to provide a guaranteepzfynment and completion. In the nine months end@deS®er 30, 2014 and 2013, we
recovered losses against guarantees of $124,0097at7d000, respectively; included in the curreneninonth total were third-quarter
recoveries against guarantees of $44,000.
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The risk of loss on an ADC loan is largely dependgron the accuracy of the initial appraisal of pneperty’s value upon completion
of construction; the estimated cost of construgtaond the estimated time to complete and/or sdéase such property. If the appraised value
proves to be inaccurate, the cost of completigréater than expected, or the length of time topleta and/or sell or lease the collateral
property is greater than anticipated, the propestyld have a value upon completion that is insigfitto assure full repayment of the loan.
September 30, 2014, 0.75% of the loans in our ARAD Iportfolio were noperforming, consistent with the percentage at Déxeer31, 2013

When applicable, as a condition to closing an AD&nl it is our practice to require that residergraperties be pre-sold or that
borrowers secure permanent financing commitments fx recognized lender for an amount equal toreatgr than, the amount of our loan.
In some cases, we ourselves may provide permaimamicing. We typically require pre-leasing for Alldans on commercial properties.

Other Loans

Other loans are primarily comprised of commercial andustrial (“C&I”) loans that fall into eitherf éwo categories: specialty finance
loans and leases and other C&I loans. The remamfdée “other loan’portfolio consists primarily of home equity loansddines of credit, &
well as consumer loans, most of which were origiddty our pre-2009 merger partners prior to tleéiring the Company. We currently do
not offer home equity loans or lines of credit.

In the first nine months of 2014, we originatedestlvans held for investment of $997.5 million.casnpared to $701.2 million in the
first nine months of 2013. Included in the curreimte-month amount were third-quarter originatioh$418.4 million, exceeding the volumes
in the trailing and year-earlier quarters by $9&i8ion and $115.3 million, respectively. Largekflecting the increase in production, the
balance of other loans rose to $994.0 million ateéhd of September from $852.7 million at Decen3dst. The respective amounts
represented 3.1% and 2.9% of total loans heldieestment, and included C&lI loans of $960.0 millaoxd $813.7 million, respectively. The
nine-month rise in other loans held for investmeas somewhat tempered by the transfer of C&l ldatading $161.2 million to loans held
for sale at September 30, 2014.

C&l loans accounted for $992.6 million and $695.i@liom of the other loans we originated in the firsne months of 2014 and 2013,
respectively. Included in the current nine-montroant were third quarter originations of $416.7 ril, exceeding the trailing-quarter
volume by $96.9 million and the year-earlier volupnye$115.9 million. The increase in C&I originat®was largely attributable to the
establishment of NYCB Specialty Finance CompanyClin the second quarter of 2013.

Located in Foxboro, Massachusetts, the subsidsasyaiffed by a group of industry veterans with etpe in originating and
underwriting senior secured debt. The subsidianecglly participates in syndicated loans and letfsatsare generated by our experienced
staff, which has cultivated long-term relationshipth a select group of nationally recognized ficahinstitutions. Such loans and leases are
generally made to large corporate obligors, theonitgjof which are publicly traded, carry investmignade or near-investment grade ratings,
and participate in stable industries nationwidee Tdans we fund fall into three distinct catego(gsset-based lending, dealer floor plan
lending, and equipment loan and lease financind)emth of our credits is secured with a perfedrst gecurity interest in the underlying
collateral and structured as senior debt.

The pricing of our asset-based and dealer floan fgans are at floating rates tied to LIBOR, while equipment financing credits are
at fixed rates at a spread over Treasuries. Ateésaipér 30, 2014 and December 31, 2013, specialdypdim loans and leases represented $
million and $172.7 million of total C&I loans ougstding, including equipment leases of $135.8 milkmd $101.4 million, respectively. In
addition, originations of specialty finance loamsi éeases totaled $552.2 million in the currenenimonth period, including $258.0 million in
the third quarter of this year.

The other C&I loans we produce are primarily mamlerhall, mid-size, and upper middle-market busiee#s the five boroughs of
New York City, as well as Long Island and New Jgr€ather C&I loans represented $488.2 million datdC&l loans held for investment
the end of September, and $440.4 million of tot&l ©an originations in the first nine months ofglyear.

The other C&l loans we produce are tailored to nieetspecific needs of our borrowers, and incledmtoans, demand loans,
revolving lines of credit, letters of credit, and,a lesser extent, loans that are partly guardriigehe Small Business Administration. A bri
range of other C&l loans, both collateralized andacured, are made available to businesses folinvgochpital (including inventory and
accounts receivable), business expansion, the gseobf machinery and equipment, and other generpbrate needs. In determining the t
and structure of other C&I loans, several factoesansidered, including the purpose, the collgtaral the anticipated sources of repayment.
Other C&l loans are typically secured by businessets and personal guarantees of the borroweinelude financial covenants to monitor
the borrower’s financial stability.
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The interest rates on our other C&I loans can kedfior floating, with floating rate loans beingdti® prime or some other market
index, plus an applicable spread. Our floating ladés may or may not feature a floor rate of ies&rThe decision to require a floor on other
C&l loans depends on the level of competition waeféor such loans from other institutions, the clian of market interest rates, and the
profitability of our relationship with the borrower

Lending Authority
The loans we originate for investment are subdéederal and state laws and regulations, andraderwritten in accordance with loan

underwriting policies and procedures approved eyMlortgage Committee, the Credit Committee, andéspective Boards of Directors.

In accordance with the Banks’ policies, all loars @viewed by the Mortgage Committee or the Crédinmittee, as applicable, and
all loans of $10.0 million or more are reportedte respective Boards of Directors. At Septembe28Q4, our largest loan was in the ame
of $262.5 million; the interest rate on the crewdits 3.7% at that date. The loan was originatedh&yCommunity Bank on June 28, 2013 tc
owner of a commercial office building located in Mwttan and, as of the date of this report, has begent since the origination date.

Geographical Analysis of the Portfolio of Non-Coveed Loans Held for Investment

The following table presents a geographical anglgéthe multi-family and CRE loans in our held-fovestment loan portfolio at
September 30, 2014:

At September 30, 201:

Multi-Family Loans Commercial Real Estate Loe
Percen Percen
(dollars in thousands Amount of Total Amount of Total
New York City:
Manhattar $ 7,773,22 34.0(% $ 3,972,94 51.8¢%
Brooklyn 4,102,85: 17.9¢ 625,08: 8.1¢
Bronx 2,732,39! 11.9¢ 207,25 2.7
Queens 2,533,97. 11.0¢ 716,12 9.3t
Staten Islant 66,90 0.2¢ 44,62 0.5¢
Total New York City $ 17,209,35 75.21% $ 5,566,03 72.65%
Long Island 463,55: 2.0¢ 1,012,50: 13.2%
Other New York Stat 699,34! 3.0¢ 199,01( 2.6C
All other state: 4,490,24 19.64 883,23: 11.5:
Total $ 22,862,49 100.0% $ 7,660,77! 100.0(%

At September 30, 2014, the largest concentratiammefto-four family loans held for investment wasdted in California and totaled
$331.6 million; the largest concentration of AD@is held for investment was located in New Yorlky @itd totaled $242.3 million. The
majority of our other loans held for investment eieecured by properties and/or businesses loaatdeétro New York.

Non-Covered Loans Held for Sale

Non-covered loans held for sale totaled $680.lionilat the end of September, exceeding the Jurrel20ance by $371.3 million and
the December 31st balance by a modestly higher atm@thile the June 30th and December 31st balacmesisted entirely of one-to-four
family loans that were originated for that purpdbe, September 30th balance included $397.3 mitiignmbo hybrid one-to-four family
loans and certain C&l loans that were previously ier investment, as well as $282.8 million of ewdour family loans that were originat
for sale.

Although one-to-four family loans represented a estd..3% of total loans held for investment atethd of the current third quarter,
we are actively engaged in the origination of améeur family loans for sale. Our mortgage bankbpgration serves approximately 900
clients—community banks, credit unions, mortgagaganies, and mortgage brokers—who utilize our petary web-accessible mortgage
banking platform to originate full-documentatiominpe credit one-to-four family loans throughout theited States.
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With refinancing activity largely constrained bygher mortgage interest rates in the residentidlestate market, originations of one-
to-four family loans held for sale totaled $2.1ibit in the current nine-month period, as compdce$5.5 billion in the year-earlier nine
months. Included in the current nine-month amouettevthird-quarter originations of $817.1 millios, @ompared to $743.3 million and $1.1
billion, respectively, in the trailing and year-karthree months.

The vast majority of the held-for-sale loans weduee are agency-conforming loans sold to GSEs. Moeh lesser extent, we utilize
our mortgage banking platform to originate fixetkerambo loans under contract for sale to otharfaial institutions. Of the loans we
originated for sale in the first nine months of 20all but $147.6 million, or 7.0%, were agency+ooming. The latter amount consisted of
non-conforming jumbo loans.

To mitigate the risks inherent in originating amdliag residential mortgage loans, we utilize pirefary processes and technologies,
and third-party software application tools, thatlsto ensure that the loans meet investors’ progiggibility, underwriting, and collateral
requirements. In addition, compliance verificataord fraud detection tools are utilized throughbetprocessing, underwriting, and loan
closing stages to assist in the determinationttieatoans we originate and acquire are in compéamith applicable local, state, and federal
laws and regulations. Controlling, auditing, antidating the data upon which the credit decisiomiade (and the loan documents created)
substantially mitigates the risk of our originatiogacquiring a loan that subsequently is deeméx tim breach of loan sale representations
and warranties made by us to loan investors.

We require the use of our proprietary procességination systems, and technologies for all loaesclose. Collectively, these tools
and processes are known internally as our propyié@emstone” system. By mandating usage of Genastonall table-funded loan
originations, we are able to tightly control kegkriaspects across the spectrum of loan originatitimities. Our clients access Gemstone via
secure Internet protocols, and initiate the probgssubmitting required loan application data atitborequired income, asset, debt, and ¢
documents to us electronically. Key data is theiifieel by a combination of trusted third-party \tions and internal reviews conducted by
our loan underwriters and quality control speciali©nce key data is independently verified, itasked down” within the Gemstone system
to further ensure the integrity of the transaction.

In addition, all trusted source third-party vendars directly connected to the Gemstone systeraagare electronic data interfaces.
Within the Gemstone system, these trusted souroesde key risk and control services throughoutdhgination process, including ordering
and receipt of credit report information, tax resjrindependent collateral appraisals, private gage insurance certificates, automated
underwriting and program eligibility determinatiofi®od insurance determination, fraud detectiopligations, local/state/federal regulatory
compliance reviews, predatory or “high cost” loamiews, and legal document preparation servicese®yployees augment the automated
system controls by performing audits during thecpss, which include the final underwriting of toen file (the credit decision), and various
other pre-funding and post-funding quality conteliews.

Both the agency-conforming and non-conforming,(j.enbo) one-to-four family loans we originate &ale require that we make
certain representations and warranties with regmtde underwriting, documentation, and legal/ratary compliance, and we may be
required to repurchase a loan or loans if it ismfibthat a breach of the representations and wasamas occurred. In such case, we would be
exposed to any subsequent credit loss on the ngarigans that might or might not be realized infthare.

As governed by our agreements with the GSEs arat thiird parties to whom we sell loans, the reprt@ons and warranties we
make relate to several factors, including, butlimeited to, the ownership of the loan; the validitiithe lien securing the loan; the absence of
delinquent taxes or liens against the property réeguhe loan as of its closing date; the processluo select the loan for inclusion in a
transaction; and the loan’s compliance with anyliapble criteria, including underwriting standarttsgn program guidelines, and compliance
with applicable federal, state, and local laws.

We record a liability for estimated losses relatioghese representations and warranties, whititisded in “Other liabilities” in the
accompanying Consolidated Statements of Condifibe.related expense is recorded in “Mortgage bankicome” in the accompanying
Consolidated Statements of Income and Comprehehstoene. At September 30, 2014 and 2013, the réispd@mbilities for estimated
possible future losses relating to these repreSensaand warranties were $8.4 million and $8.8iarnl The methodology used to estimate
liability for representations and warranties isiadtion of the representations and warranties garehconsiders a variety of factors, includ
but not limited to, actual default experience,raated future defaults, historical loan repurchasesrand the frequency and potential severity
of defaults, probability that a repurchase requélsbe received, and the probability that a loaill e required to be repurchased.
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Representation and Warranty Reserve

The following table sets forth the activity in a@presentation and warranty reserve during thegsiindicated:

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
(in thousands
Balance, beginning of peric $ 8,38t $ 8,82t % 8,46( $ 8,27:
Repurchase loss: -- - (75) (37)
Provision for repurchase loss:
Loan salet -- - - 59C
Change in estimate -- - - -
Balance, end of peric $ 8,38t $ 8,82t $ 8,38t $ 8,82t

Because the level of mortgage loan repurchasedasskependent on economic factors, investor dersaategies, and other external
conditions that may change over the lives of theéeulying loans, the level of the liability for mgetge loan repurchase losses is difficult to
estimate and requires considerable management prtgiowever, we believe that the amount and rafigeasonably possible losses in
excess of our reserve would not be material tdfioancial condition or results of operations.

GSE Repurchase and Indemnification Requests Outstaiing

The following table sets forth our GSE indemnifioatand repurchase requests outstanding duringeheds indicated:

For the Three Months Ended September 3(

2014 2013
(dollars in thousands Number of Loan Amount @)  Number of Loan Amount (1)
Balance, beginning of peric 2C $ 4,88¢ 16 $ 4,54¢
New repurchase reque® 25 5,43¢ 8 1,691
Successful rebuttal/rescissi (18) (3,906 (6) (1,562
New indemnification®® - -- 3 (777
Loan repurchase (D) (2249) (1) (201)
Balance, end of peric® 26 $ 6,191 14 3 3,70(

For the Nine Months Ended September 3(

2014 2013
(dollars in thousands Number of Loan Amount 1) Number of Loan Amount )
Balance, beginning of peric 18 $ 4,057 20 $ 5,07
New repurchase reque® 63 14,32¢ 55 12,637
Successful rebuttal/rescissi (44) (9,386 (52 (11,867
New indemnification®® -- -- (5) (1,109
Loan repurchase (12) (2,809 (5 (1,047
Balance end of perioc® 26 $ 6,197 14 % 3,70(

(1) Represents the loan balance as of the repurchasestedate

(2) All requests relate to o-to-four family loans originated for sal

(3) Anindemnification agreement is an arrangement elinethe Company protects the GSEs against futsees

(4) Of the twenty-six period-end requests as git&aber 30, 2014, twenty-five were from Fannie Mad one was from Freddie Mac. Both Fannie Mae
and Freddie Mac allow 60 days to respond to a mase request. Failure to respond in a timely nracmad result in our having an obligation to
repurchase a loa
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Indemnified and Repurchased Loans Outstanding

The following table sets forth the activity of dndemnified and repurchased loans outstanding duhe periods indicated:

For the Three Months Ended September 3(

2014 2013

(dollars in thousand:s Number of Loan  Amount Number of Loan  Amount

Balance, beginning of peric 36 $ 8,61- 16 $ 3,38¢
New indemnification: - - 3 777
New repurchase 1 224 ll 201
Transfer to other real estate owr 3 (54%) - -
Principal payoffs (©) (674) @ (17¢)
Principal payment - (45) - (162)

Balance, end of peric® 31 % 7,572 19 $ 4,021

For the Nine Months Ended September 3(
2014 2013

(dollars in thousands Number of Loan  Amount  Number of Loan  Amount

Balance, beginning of peric 29 $ 7,14 12 $ 2,28¢
New indemnification: -- -- 5 1,101
New repurchase 11 2,80¢ 5 1,04z
Transfer to other real estate owr 3 (54%) - -
Principal payoffs (6) (1,589 (©)) (28€)
Principal payment - (247) - (207)
Modifications/othel - -- - 79

Balance, end of peric® 31 $ 7,672 19 § 4,021

(1) Of the thirty-one loans at September 30, 2@ighteen loans, with an aggregate balance of igilli@n, were repurchased and are now held for
investment. The other thirteen loans, with an agapebalance of $3.6 million, were indemnified anel all performing as of the date of this rep

Please see “Asset and Liability Management andvizmeagement of Interest Rate Risk” later in thisorefor a discussion of the
strategies we employ to mitigate the interest riateassociated with our production of one-to-feamily loans for sale.

Outstanding Loan Commitments

At September 30, 2014, we had outstanding loan doments of $2.9 billion, reflecting a $245.5 miltioncrease from the balance at
the end of June. Commitments to originate loand feglinvestment represented $2.6 billion of thet8mber 30th total, and commitments to
originate loans held for sale represented the nem@i$360.5 million. At June 30, 2014, the respectommitments were $2.3 billion and
$419.6 million.

Multi-family and CRE loans together represented$illion of held-for-investment loan commitmentslze end of September, while
one-to-four family, ADC, and other loans represdr&871.9 million, $298.7 million, and $714.8 mitiorespectively. Included in the latter
amount were C&I loan commitments of $659.6 milliorcluding commitments to originate $266.6 milliohspecialty finance loans and
leases.

In addition to loan commitments, we had commitmeatssue financial stand-by, performance standabg, commercial letters of
credit totaling $186.6 million at September 30, 204s compared to $213.7 million at December 31320

Financial standy letters of credit primarily are issued for trenbfit of other financial institutions or municifigds on behalf of certa
of our current borrowers, and obligate us to guaeapayment of a specified financial obligation.

Performance stand-by letters of credit are primasued for the benefit of local municipalities floehalf of certain of our borrowers.
These borrowers are mainly developers of residesuiadivisions with whom we currently have a lemgielationship. Performance stand-by
letters of credit obligate us to make paymenthiédvent that a specified third party fails to perf under non-financial contractual
obligations.
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Commercial letters of credit act as a means of @mgpayment to a seller upon shipment of goods boiyer. Although commercial
letters of credit are used to effect payment fandstic transactions, the majority are used toespttiyments in international trade. Typically,
such letters of credit require the presentatiodamfuments that describe the commercial transadiwh provide evidence of shipment and the
transfer of title.

The fees we collect in connection with the issuasfdetters of credit are included in “Fee inconmethe Consolidated Statements of
Income and Comprehensive Income.

Asset Quality

Non-Covered Loans Held for Investment and Non-Covef@ther Real Estate Owned
The quality of our assets was once again refleictedr ratio of non-performing non-covered assetotal non-covered assets and our
ratio of non-performing non-covered loans to totah-covered loans at September 30, 2014.

Non-performing non-covered assets declined $30lBmior 17.2%, in the first nine months of thisayr, to $144.8 million,
representing 0.31% of total non-covered assetgiegber 30, 2014. The comparable ratio at theoédegcember was 0.40%.

The nine-month decline in non-performing non-codesissets was attributable to a $22.5 million, o 24, decrease in nguerforming
non-covered loans to $81.0 million, and a $7.7iomll or 10.7%, decline in non-covered OREO to $68illion. Non-performing noreovere(
loans represented 0.25% of total non-covered laatise end of September, as compared to 0.35%certEer 31st.

The nine-month reduction in non-performing non-gedeassets and loans was primarily due to a $28lismdecline in non-
performing multi-family loans to $29.9 million, te€ting a group of multi-family buildings in the amnt of $32.2 million that was classified
as OREO in the second quarter and subsequentlyasalgain at the end of June.

On a linked-quarter basis, non-performing non-cegieassets fell a modest $1.0 million as a $3.4anillecrease in non-covered
OREO from the June 30th balance exceeded the ingpac$2.4 million increase in non-performing nawvered loans.

The following table sets forth the changes in nerfgrming non-covered loans over the nine montliedrSeptember 30, 2014:

(in thousands

Balance at December 31, 20 $ 103,53
New nor-accrual 53,231
Chargeoffs (2,33
Transferred to other real estate ow! (37,540
Loan payoffs, including dispositions and principal-downs (31,68¢)
Restored to performing stat (4,196

Balance at September 30, 2( $ 81,01¢

In addition, the balance of non-covered loans 3®Xadays past due fell $30.7 million, or 82.7%nirthe end of December to $6.4
million at September 30, 2014. As a result, totalHgovered delinquencies amounted to $151.2 milliothe end of September, reflecting a
nine-month decline of $60.9 million, or 28.7%.

The nine-month decline in loans 30 to 89 days gastwas driven by a $31.2 million, or 92.5%, desedga multi-family loans to $2.5
million, together with a $1.7 million decline in ERoans to $164,000. The benefit of these nine-mdetlines was tempered by a $1.4
million rise in one-tafour family loans to $2.5 million and a more modese in other loans to $1.3 million. Notably, tevere no ADC loar
30 to 89 days past due at September 30, 2014,3Iyr014, or December 31, 2013. The decline inirfauthily loans 30 to 89 days past due
was largely attributable to the disposition of tmalti-family loans totaling $30.9 million in ther§it quarter of this year.

On a linked-quarter basis, loans 30 to 89 daysquastrose $2.4 million, as a modest decline in GREs was exceeded by an increase
in multi-family, one-to-four family, and other losn
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A loan generally is classified as a “non-accrualin when it is 90 days or more past due. Whenraifoplaced on non-accrual status,
we cease the accrual of interest owed, and prelyi@gsrued interest is reversed and charged agatesest income. At September 30, 2014
and December 31, 2013, all of our non-performiraniowere non-accrual loans. A loan is generallyrneid to accrual status when the loan is
current and we have reasonable assurance thatahenill be fully collectible.

We monitor non-accrual loans both within and beyoadprimary lending area in the same manner. Moiniy loans generally
involves inspecting and re-appraising the colldteraperties; holding discussions with the printspand managing agents of the borrowing
entities and/or retained legal counsel, as appkcabquesting financial, operating, and rent imfibrmation; confirming that hazard insurance
is in place or force-placing such insurance; maintptax payment status and advancing funds asegge@ahd appointing a receiver, whenever
possible, to collect rents, manage the operatjpmsjide information, and maintain the collateraderties.

It is our policy to order updated appraisals fdnahn-performing loans, irrespective of loan tyfigt are collateralized by multi-family
buildings, CRE properties, or land, in the eveat #uch a loan is 90 days or more past due, ahd ihost recent appraisal on file for the
property is more than one year old. Appraisalsoadered annually until such time as the loan besopegforming and is returned to accrual
status. It is not our policy to obtain updated aigals for performing loans. However, appraisaly beordered for performing loans when a
borrower requests an increase in the loan amoungdification in loan terms, or an extension of @atuming loan. We do not analyze current
LTVs on a portfolio-wide basis.

Non-performing loans are reviewed regularly by nggamaent and reported on a monthly basis to the MgadgCommittee, the Credit
Committee, and the Boards of Directors of the Bahksaccordance with our charge-off policy, nperforming loans are written down to tr
current appraised values, less certain transactiets. Workout specialists from our Loan Workouftldatively pursue borrowers who are
delinquent in repaying their loans in an efforttdlect payment. In addition, outside counsel veitperience in foreclosure proceedings are
retained to institute such action with regard tohsborrowers.

Properties that are acquired through forecloswrekmssified as OREO, and are recorded at the lofvie unpaid principal balance or
fair value at the date of acquisition, less théestied cost of selling the property. It is our pglio require an appraisal and environmental
assessment of properties classified as OREO béfmzelosure, and to re-appraise the propertiesnaasaneeded basis, and not less than
annually, until they are sold. We dispose of suaperties as quickly and prudently as possiblegigisurrent market conditions and the
property’s condition.

To mitigate the potential for credit losses, we emdite our loans in accordance with credit stadddhnat we consider to be prudent
the case of multi-family and CRE loans, we looktfat the consistency of the cash flows being geadrby the property to determine its
economic value, and then at the market value optbperty that collateralizes the loan. The amaiithe loan is then based on the lower of
the two values, with the economic value more tylpiazsed.

The condition of the collateral property is anotbetical factor. Multi-family buildings and CRE gperties are inspected from rooftop
to basement as a prerequisite to approval, witlemiber of the Mortgage or Credit Committee partitifgpin inspections on multi-family
loans to be originated in excess of $7.5 milliand a member of the Mortgage or Credit Committedigipating in inspections on CRE loans
to be originated in excess of $4.0 million. Furthere, independent appraisers, whose appraisataeeilly reviewed by our experienced in-
house appraisal officers and staff, perform apptsisn collateral properties. In many cases, argboaependent appraisal review is
performed.

In addition, we work with a select group of mortgdiokers who are familiar with our credit standaadd whose track record with «
lending officers is typically greater than ten yedfurthermore, in New York City, where the majpudf the buildings securing our multi-
family loans are located, the rents that tenantg Ineacharged on certain apartments are typicadiiricéed under certain rent-control or rent-
stabilization laws. As a result, the rents thatitea pay for such apartments are generally lovaer turrent market rents. Buildings with a
preponderance of such rent-regulated apartmentessdikely to experience vacancies in times ainetic adversity.

To further manage our credit risk, our lending giels limit the amount of credit granted to any boerower, and typically require
minimum DSCRs of 120% for multi-family loans andd®3 for CRE loans. Although we typically will lengh to 75% of the appraised value
on multi-family buildings and up to 65% on commaitgroperties, the average LTVs of such creditrigination were below those amounts
at September 30, 2014. Exceptions to these LTMaditioins are reviewed on a case-by-case basis.

The repayment of loans secured by commercial s#atesis often dependent on the successful operatid management of
the underlying properties. To minimize our crediky we originate CRE loans in adherence with corseve
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underwriting standards, and require that such lgaiadify on the basis of the property’s currentome stream and DSCR. The approval of a
loan also depends on the borrower’s credit historgfitability, and expertise in property managetnen

Although the reasons for a loan to default willw&om credit to credit, our multi-family and CRE&ans, in particular, typically have
not resulted in significant losses. Such loangjareerally originated at conservative LTVs and DSCGRsreviously stated. Furthermore, in
the case of multi-family loans, the cash flows gatedl by the properties are generally below-maakethave significant value.

With regard to ADC loans, we typically lend up %4 of the estimated as-completed market value dfiiaumily and residential tract
projects; however, in the case of home construdtians to individuals, the limit is 80%. With respéo commercial construction loans, we
typically lend up to 65% of the estimatedasnpleted market value of the property. Credit risilso managed through the loan disburse
process. Loan proceeds are disbursed periodicalhcrements as construction progresses, and aaned by inspection reports provided to
us by our own lending officers and/or consultingierers.

Furthermore, our loan portfolio has been structtoethanage our exposure to both credit and inteagstrisk. The vast majority of the
loans in our portfolio are intermediate-term creditith multi-family and CRE loans typically repagior refinancing within three to four
years of origination. In addition, our mi-family loans are largely secured by buildings witht-regulated apartments that tend to maintain a
high level of occupancy, regardless of economiagans in our marketplace.

Our specialty finance subsidiary participates isedased loans, dealer floor-plan loans, and ewnploans and leases that are
generally syndicated, and are generated by ouriexped officers, who have cultivated long-termatieinships with a select group of
nationally recognized financial institutions. Thajority of the loans and leases we produce are rtaldgge corporate obligors, the majority
of which are publicly traded, carry investment graal near-investment grade ratings, and participas¢able industries nationwide.

In a credit downturn, the ability of these borros/tr generate cash flows may be diminished, andab@éity to repay their loans may
deteriorate. Accordingly, we maintain either a peréd first security interest or outright ownersbtipghe collateral; in addition, our loans and
leases are generally structured as senior delfurfteer minimize the risk involved in specialty dince lending and leasing, we re-underwrite
each transaction; in addition, we retain outsidensel to conduct a further review of the underlydlogumentation.

Other C&l loans are typically underwritten on thesis of the cash flows produced by the borrowensiress, and are generally
collateralized by various business assets, inctydnt not limited to, inventory, equipment, and@mts receivable. As a result, the capacity
of the borrower to repay is substantially dependenthe degree to which the business is succesaftthermore, the collateral underlying an
“other C&I"” loan may depreciate over time, may betconducive to appraisal, and may fluctuate ine/abased upon the operating results of
the business. Accordingly, personal guaranteealacea normal requirement for other C&I loans.

The procedures we follow with respect to delinqueahs are generally consistent across all categjoniith late charges assessed, and
notices mailed to the borrower at specified dafés.attempt to reach the borrower by telephonederéain the reasons for delinquency and
the prospects for repayment. When contact is mattearkborrower at any time prior to foreclosuraecovery against collateral property, we
attempt to obtain full payment, and will consideepayment schedule to avoid taking such actiotinBgencies are addressed by our Loan
Workout Unit and a reasonable effort is made téecbrather than initiate foreclosure proceedings.

Fair values for all multi-family buildings, CRE erties, and land are determined based on theiapgrzalue. If an appraisal is more
than one year old and the loan is classified &&eiton-performing or as an accruing troubled destructuring (“TDR”), then an updated
appraisal is required to determine fair value.raated disposition costs are deducted from thevidire of the property to determine estime
net realizable value. In the instance of an outtlafgraisal on an impaired loan, we adjust theralgppraisal by using a third-party index
value to determine the extent of impairment umili@dated appraisal is received.

While we strive to originate loans that will perfiofully, adverse economic and market conditionspagnother factors, can adversely
impact a borrower’s ability to repay. Reflecting timproving economy, the nature of our primary lagciche, and our conservative
underwriting standards, we recorded net recoveifi§71,000 and $112,000, respectively, in this'gehird and second quarters, as
compared to net charge-offs of $4.4 million, repreimg 0.01% of average loans, in the third quart&013.
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In the nine months ended September 30, 2014, voeded net charge-offs of $2.2 million, in contres$14.6 million in the year-
earlier nine months. Most of the improvement oaediin the portfolios of multi-family, ADC, and othl®ans.

Reflecting the low level of net charge-offs in firet nine months of this year, and the absena@mgfnon-covered loan loss provisions,
the allowance for losses on non-covered loans W89.% million at the end of September as compar&i41.9 million at December 31st.
The allowance for losses on non-covered loans septed 0.43% of total non-covered loans at SepteBhe2014 and 172.48% of non-
performing non-covered loans at that date. Based afi relevant and available information as oft8eyber 30, 2014, management believes
that the allowance for losses on non-covered leassappropriate at that date.

Historically, our level of charge-offs has beeratiely low in adverse credit cycles, even whenwbleme of non-performing loans
has increased. This distinction has largely beentdihe nature of our primary lending niche (mfdtnily loans collateralized by non-luxury
apartment buildings in New York City that are reegulated and feature below-market rents), andit@onservative underwriting practices
that require, among other things, low LTVs.

Reflecting the strength of the underlying collatéoa these loans and the collateral structureslatively small percentage of our non-
performing multi-family loans have resulted in lesver time. Low LTVs provide a greater likelihaafdull recovery and reduce the
possibility of incurring a severe loss on a crelitrthermore, in many cases, low LTVs result in loaving fewer loans with a potential for 1
borrower to “walk away” from the property. Althouglorrowers may default on loan payments, they lzageeater incentive to protect their
equity in the collateral property and to returnith@ans to performing status.

Given that our CRE loans are underwritten in acancé with underwriting standards that are simdahbse that apply to our multi-
family credits, an increase in non-performing CR&Hs historically has not resulted in a correspapdicrease in losses on such loans.

In addition, at September 30, 2014, one-to-fourifialnans, ADC loans, and other loans represent8e10.96%, and 3.1%,
respectively, of total non-covered loans held feistment, as compared to 2.0%, 1.2%, and 2.9%egmber 31, 2013. Furthermore, 2.6%,
0.75%, and 0.96% of one-to-four family loans, Alars, and other loans, respectively, were non-paifig at September 30, 2014.

The following tables present the number and amotinbn-performing CRE and multi-family loans bygiriating bank at
September 30, 2014 and December 31, 2013:

Non-Performing Non-Performing

Multi-Family Commercial
As of September 30, 201 Loans Real Estate Loar
(dollars in thousands Number Amount Number Amount
New York Community Banl 15 $ 29,64 25 $ 21,66/
New York Commercial Ban 1 29¢ 3 6,92:

Total for New York Community Bancol

As of December 31, 201

(dollars in thousand:

New York Community Banl

New York Commercial Ban

Total for New York Community Bancol

1€ $ 29,94:

28 $ 28,58¢

Non-Performing

Non-Performing

Multi-Family Commercial
Loans Real Estate Loar
Number Amount Number Amount
21 % 58,09: 23 % 15,89¢
1 30z 5 8,657

22 % 58,39¢

28 $ 24,55(
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The following table presents information about fiwe largest non-performing loans at September2804, all of which are non-

covered held-for-investment loans:

Loan No. 1 Loan No. 2 Loan No. 3 Loan No. 4 Loan No. 5
Type of Loar Multi -Family Multi -Family CRE Multi-Family CRE
Origination Date 1/05/06 5/23/11W Various® 6/10/10 9/12/05
Origination Balanct $12,640,00( $50,708,10" $6,121,18( $3,600,00( $4,300,00(
Full Commitment Balanc® $12,640,00( $50,708,10" $6,121,18( $3,600,00( $4,300,00(
Balance at September 30, 2( $10,405,02: $9,218,05¢ $6,041,60¢ $3,138,781 $2,860,68¢
IAssociated Allowanc None None None None None
Non-Accrual Date March 2014 May 2013 December 201 September 201 September 201
Origination LTV 79% 85% 78% 67% 73%
Current LTV 91% 65% 66% 58% 55%
Last Appraisa March 2014 January 201. September 201 September 201 November 201.

(1) Loan No. 2 consists of various loans with mr@gion dates extending as far back as 2006 theg vestructured into a TDR on May 23, 2011. The
Company completed foreclosures on 30 of the 3zt properties, thereby reducing the balandeedevel reflected in the table at September 30,
2014.

(2) Loan No. 3 includes three loans: one with an oation date of September 20, 2000 and two with airation date of September 10, 2003. Tk
loans were restructured into a raccrual TDR on December 1, 20:

(3) The full commitment balance represents thgioal amount committed to the borrower; howeveg tluthe delinquency status of the loan, no
additional funds can be advanc

The following is a description of the five loangmdified in the preceding table. It should be ndteat no allocation for the nozeverec
loan loss allowance was needed for any of thelfiges, as determined by using the fair value datelal method defined in ASC 3@ and
-40.

No. 1 — The borrower is an owner of real estateiam@dsed in New Jersey. The loan is collateraliged multi-family complex with 314
residential units and four retail stores in Atlart@iity, New Jersey.

No. 2 — The borrower is an owner of real estateiam@sed in Connecticut. This loan is collatesdiby two multi-family complexes with
217 residential units in Hartford, Connecticut.

No. 3 — The borrower is an owner of real estateiamdsed in New York. This loan is collateralizgda 114,000-square foot commercial
building in Plainview, New York.

No. 4 — The borrower is an owner of real estateiamdsed in New York. This loan is collateralizgda multi-family building with 40
residential units in Hempstead, New York.

No. 5 — The borrower is an owner of real estateiam@sed in New Jersey. This loan is collaterdlizg a 33,040-square foot
medical/professional office building in Raritan,Wdersey.

Troubled Debt Restructurings

In an effort to proactively manage delinquent lgams have selectively extended to certain borrowach concessions as rate
reductions and extension of maturity dates, as agefbrbearance agreements, when such borroweesaxbited financial difficulty. In
accordance with GAAP, we are required to accounstich loan modifications or restructurings as TDRs

The eligibility of a borrower for work-out concesss of any nature depends upon the facts and céteunoes of each transaction,
which may change from period to period, and invohaenagement's judgment regarding the likelihood tihe concession will result in the
maximum recovery for the Company.

Loans modified as TDRs are placed on merual status until we determine that future otiba of principal and interest is reasone
assured. This generally requires that the borraleeronstrate performance according to the restredti@rms for at least six consecutive
months.

At September 30, 2014, loans modified as TDRs&dt&43.0 million, including accruing loans of $1#hillion and non-accrual loans
of $30.9 million. Loans on which concessions wesdmwith respect to rate reductions and/or extensfionaturity dates totaled $37.0
million; loans in connection with which forbeararagreements were reached totaled $6.0 million. étdinber 31, 2013, the balance of Ic
modified as TDRs was $80.3 million, including adnguloans and non-accrual loans of $13.4 milliod 466.9 million, respectively.
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Based on the number of loans performing in accareavith their revised terms, our success ratesefstructured multi-family and
CRE loans were 90.0% and 75.0%, respectively,eaétid of September; in addition, our success rated0% for all other loan types at
quarter-end.
Analysis of Troubled Debt Restructurings

The following table presents information regardiuy TDRs as of September 30, 2014:

(in thousands Accruing Non-Accrual Total

Multi-family $ 9,96: $ 12,64: $ 22,60«
Commercial real esta 2,13 16,15¢ 18,29
One-to-four family -- - --
Acquisition, development, and construct -- 93t 93t
Commercial and industrii -- 1,20z 1,20z
Total $ 12,09¢ $ 30,93t $ 43,03}

The following table presents information regarding TDRs as of December 31, 2013:

(in thousands Accruing Non-Accrual Total
Multi -family $ 10,08: $ 50,54¢ $ 60,63:
Commercial real esta 2,19¢ 15,62¢ 17,82«

One-to-four family = - -
Acquisition, development, and construct - - -
Commercial and industrii 1,12¢ 75¢ 1,88
Total $ 13,41 $ 66,93 $ 80,34

The following table sets forth the changes in TRsr the nine months ended September 30, 2014:

(in thousands Accruing Non-Accrual Total

Balance at December 31, 20 $ 13,41 $ 66,93 $ 80,34:
New TDRs -- 4,347 4,34
Chargeoffs -- (339 (339
Transferred from accruing to r-accrual -- - --
Transferred to other real estate ow! -- (32,199 (32,199
Loan payoffs, including dispositions and principal-downs (1,317) (7,819 (9,124

Balance at September 30, 2( $ 12,09¢ $ 30,93¢ $ 43,031

On a limited basis, we may provide additional dréalia borrower after a loan has been placed oragorual status or modified as a
TDR if, in management’s judgment, the value ofpheperty after the additional loan funding is gezdahan the initial value of the property
plus the additional loan funding amount. During tiree months ended September 30, 2014, no suchiadivere made. Furthermore, the
terms of our restructured loans typically would resttrict us from cancelling outstanding commitnseiot other credit facilities to a borrower
in the event of non-payment of a restructured loan.

Except for the non-accrual loans and TDRs disclaséklis filing, we did not have any potential pledn loans at September 30, 2014
that would have caused management to have sertlsias to the ability of a borrower to complyhapresent loan repayment terms and
that would have resulted in such disclosure if thate the case.
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Asset Quality Analysis (Excluding Covered Loans, Gered OREO, and Non-Covered Loans Held for Sale)

The following table presents information regardiauy consolidated allowance for losses on non-cal/kr@ns, our non-performing
non-covered assets, and our non-covered loans 8® days past due at September 30, 2014 and Dec&hp2013. Covered loans are
considered to be performing due to the applicatittine yield accretion method, as discussed elsemihehis report. Therefore, covered
loans are not reflected in the amounts or ratiosiged in this table.

At or For the At or For the
Nine Months Ended Year Ended
(dollars in thousand:s September 30, 201 December 31, 201.
Allowance for Losses on No-Covered Loans:
Balance at beginning of peric $ 141,94¢ % 140,94t
Provision for losses on n-covered loan -- 18,00(
Chargeoffs:
Multi-family (755) (12,929
Commercial real esta (1,61%) (3,489
One-to-four family (240) (351)
Acquisition, development, and construct -- (1,507%)
Other loans (5,199 (7,092)
Total charg-offs (7,809 (25,357)
Recoverie: 5,60z 8,35¢
Net charg-offs (2,207) (17,00:)
Balance at end of peric $ 139,74: $ 141,94t
Non-Performing Non-Covered Assets:
Non-accrual no-covered mortgage loar
Multi-family $ 29,94 $% 58,39¢
Commercial real esta 28,58¢ 24,55(
One-to-four family 10,57¢ 10,931
Acquisition, development, and construct 2,32¢ 2,571
Total nor-accrual no-covered mortgage loal 71,43: 96,45
Other nor-accrual no-covered loan 9,58¢ 7,08¢
Total nor-performing no-covered loan® $ 81,01¢ $ 103,53
Non-covered other real estate owr® 63,73¢ 71,39:
Total nor-performing no-covered asse $ 144,75 $ 174,92
Asset Quality Measures;
Non-performing no-covered loans to total n-covered loan 0.25% 0.35%
Non-performing no-covered assets to total r-covered asse 0.31 0.4C
Allowance for losses on n-covered loans to n-performing no-covered loan 172.4¢ 135.1(
Allowance for losses on n-covered loans to total n-covered loan 0.4: 0.4¢
Net charg-offs during the period to average loans outstandiming the perio® 0.01® 0.0t
Loans 3(-89 Days Past Due
Multi-family $ 2,51t $ 33,67¢
Commercial real esta 164 1,85¢
One-to-four family 2,451 1,07¢
Acquisition, development, and construct -- -
Other loans 1,27¢ 481
Total loans 3-89 days past diu® $ 6,408 $ 37,08¢

(1) The September 30, 2014 and December 31, 20b8 s exclude loans 90 days or more past due5#.8million and $211.5 million, respectively,
that are covered by FDIC loss sharing agreem

(2) The September 30, 2014 and December 31, 2008 rts exclude OREO of $35.8 million and $37.5ionil| respectively, that is covered by FDIC loss
sharing agreement

(3) Average loans include covered loa

(4) Presented on a n-annualized basit

(5) The September 30, 2014 and December 31, 2008 m@s exclude loans 30 to 89 days past due obD$dBlion and $57.9 million, respectively, that are
covered by FDIC loss sharing agreeme
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Covered Loans and Covered Other Real Estate Owned

The credit risk associated with the assets acquiredr AmTrust and Desert Hills transactions hasrbsubstantially mitigated by our
loss sharing agreements with the FDIC. Under thradef the loss sharing agreements, the FDIC agresgimburse us for 80% of losses
(and share in 80% of any recoveries) up to a siecihreshold with respect to the loans and OREfiaed in the transactions, and to
reimburse us for 95% of any losses (and share ¥ 8bany recoveries) with respect to the acquissikts beyond that threshold. The loss
sharing (and reimbursement) agreements applicatdad-to-four family mortgage loans and HELOCsedfective for a ten-year period from
the date of acquisition. Under the loss sharingagents applicable to all other covered loans @REQ), the FDIC will reimburse us for
losses for a five-year period from the date of #sitjan; the period for sharing in recoveries ohasher covered loans and OREO extends for
a period of eight years from the acquisition date.

We consider our covered loans to be performingtduke application of the yield accretion methodemASC 310-30, which allows
us to aggregate credit-impaired loans acquiretiérsame fiscal quarter into one or more pools,igealithat the loans have common risk
characteristics. A pool is then accounted for agle asset with a single composite interestaatban aggregate expectation of cash
flows. Accordingly, loans that may have been cfastias non-performing loans by AmTrust or Deséltshvere no longer classified as non-
performing at the respective dates of acquisitiecalnse we believed at that time that we would fediject the new carrying value of those
loans. The new carrying value represents the ccioibbalance, reduced by the portion expectec tortzollectible (referred to as the “non-
accretable difference”) and by an accretable ygiscount) that is recognized as interest incomis.important to note that management’s
judgment is required in reclassifying loans subfecASC 31(-30 as performing loans, and is dependent on haviegsonable expectation
about the timing and amount of the cash flows taddkected, even if a loan is contractually past.du

In connection with the AmTrust and Desert Hillsdaharing agreements, we established FDIC losg sbeeivables of $740.0 million
and $69.6 million, which were the acquisition digie values of the respective loss sharing agre¢snée., the expected reimbursements 1
the FDIC over the terms of the agreements). Thedbare receivables may increase if the lossesdser and may decrease if the losses fall
short of the expected amounts. Increases in egttmaimbursements will be recognized in incoménegame period that they are identified
and that the allowance for losses on the relatedreal loans is recognized.

In the nine months ended September 30, 2014, veeded FDIC indemnification expense of $14.7 milliarfNon-interest income” in
connection with the recovery of $18.4 million frahe allowance for losses on covered loans. Thevergovas recorded to reflect our
expectation that the cash flows generated by cepadls of covered loans would increase due targordvement in credit quality.
Conversely, in the nine months ended Septembe2@®B, we recorded FDIC indemnification income o Bmillion in “Non-interest
income” in connection with an $18.6 million prowsifor losses on covered loans. The provision wasrded to reflect our expectation that
the cash flows generated by certain pools of cal/krans would decline due to a decrease in cregility.

Decreases in estimated reimbursements from the FD&@y, are recognized in income prospectivelgrahe life of the related
covered loans (or, if shorter, over the remainargt of the loss sharing agreement). Related aaditio the accretable yield on the covered
loans are recognized in income prospectively dvellives of the loans. Gains and recoveries onreavassets offset losses, or are paid to the
FDIC at the applicable loss share percentage dirtteeof recovery.

The loss share receivables also may increase dagxtetion, or decrease due to amortization. Imthe months ended September 30,
2014, we recorded net amortization of $28.8 millionthe year-earlier nine-month period, we recdrdet amortization of $13.2 million.
Accretion of the FDIC loss share receivable relttebe difference between the discounted, veilsasihdiscounted, expected cash flows of
covered loans subject to the FDIC loss sharingeageaits. Amortization occurs when the expected ftagls from the covered loan portfolio
improve, thus reducing the amounts receivable fileeFDIC. These cash flows are discounted to reflecuncertainty of the timing and
receipt of the loss sharing reimbursements fronFDEC. In the nine months ended September 30, 20&4eceived FDIC reimbursements
$30.7 million, as compared to $52.2 million in thiee months ended September 30, 2013.

In March 2015, the loss sharing agreement pertgitirthe non-residential loans acquired in the Bddills transaction (i.e., all loans
other than one-to-four family mortgage loans and_BEs) will expire, and the loans in that portfoliil no longer be considered “covered”
loans. Given the small size of the portfolio (ian,unpaid principal balance of $30.4 million & #nd of September), and our expectation that
it will decrease further over the next two quartérs currently management’s expectation thatithgact on our asset quality measures will
be immaterial.
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Asset Quality Analysis (Including Covered Loans andCovered OREOQ)

The following table presents information regarding non-performing assets and loans past due a¢®bpr 30, 2014 and
December 31, 2013, including covered loans andreoM®REO (collectively, “covered assets”):

(dollars in thousands
Covered Loans 90 Days or More Past Dug
Multi-family
Commercial real esta
One-to-four family
Acquisition, development, and construct
Other
Total covered loans 90 days or more past
Covered other real estate owr
Total covered nc-performing assel

Total Non-Performing Assets(including covered asset:
Non-performing loans
Multi-family
Commercial real esta
One-to-four family
Acquisition, development, and construct
Other nor-performing loan:
Total nor-performing loan:
Other real estate ownt
Total nor-performing assets (including covered ass

Asset Quality Ratios(including covered loans and the allowance fordsssn covered

loans):
Total nor-performing loans to total loa
Total nor-performing assets to total ass
Allowance for loan losses to total r-performing loan
Allowance for loan losses to total lozg
Covered Loans 3-89 Days Past Due
Multi-family
Commercial real esta
One-to-four family
Acquisition, development, and construct
Other loan:
Total covered loans -89 days past dL

Total Loans 3(-89 Days Past Duqincluding covered loans
Multi -family
Commercial real esta
One-to-four family
Acquisition, development, and construct
Other loans
Total loans 3-89 days past due (including covered lo¢
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At or For the

Nine Months Ended
September 30, 2014

At or For the
Year Ended
December 31, 2013

$ - 8 -
1,32¢ 1,607
144 ,88: 201,42!
722 1,02¢
5,852 7,42¢
$ 152,78. $ 211,48!
35,791 37,47
$ 188,57¢ $ 248,96
$ 2994: $ 58,39¢
29,91: 26,15
155,45t 212,36:
3,05(C 3,60(
15,44( 14,50¢
$ 233,80 $ 315,02:
99,53¢ 108,86
$ 333,33! $ 423,89:
0.67% 0.91%
0.6¢ 0.91
79.31 65.4(
0.5z 0.65
$ - 8 -
45,04t 52,25(
10 --
3,921 5,67¢
$ 48,97¢ $ 57,92¢
$ 251¢ % 33,67¢
164 1,85¢
47,49¢ 53,32¢
10 --
5,19¢ 6,16(
$ 55,38 $ 95,01¢




Geographical Analysis of Non-Performing Loans (Norzovered and Covered)
The following table presents a geographical anslgéour non-performing loans at September 30, 2014

Non-Performing Loans

Non-Covered Covered
Loan Loan

(in thousands Portfolio Portfolio Total

New Jerse! $ 37,98¢ $ 14,81t $ 52,80«
New York 29,69:¢ 15,67: 45,36«
Florida -- 42,39¢ 42,39t
Connecticu 13,03¢ 2,90¢ 15,94¢
California 17¢€ 12,72: 12,897
Massachuseti -- 8,47¢ 8,47¢
Ohio -- 8,24: 8,24:
All other states 12E 47 55! 47,67¢
Total nor-performing loan: $ 81,01¢ $ 152,78. $ 233,80(

Securities

At September 30, 2014, securities representedis$ifidn, or 15.4%, of total assets, as compare®d® billion, or 17.0%, at
December 31, 2013.

The investment policies of the Company and the Bauk established by the respective Boards of Direand implemented by their
respective Investment Committees, in concert withrespective Asset and Liability Management Conemi. The Investment Committees
generally meet quarterly or on an as-needed baseview the portfolios and specific capital markkahsactions. In addition, the securities
portfolios are reviewed monthly by the Boards ofdgtors as a whole. Furthermore, the policies ggidhe Company’s and the Banks’
investments are reviewed at least annually byekpeactive Investment Committees, as well as byehgective Boards. While the policies
permit investment in various types of liquid assetither the Company nor the Banks currently nadsta trading portfolio.

Our general investment strategy is to purchasédiopvestments with various maturities to ensui thur overall interest rate risk
position stays within the required limits of ouv@stment policies. We generally limit our investiiseio GSE obligations (defined as GSE
certificates; GSE collateralized mortgage obligagicor “CMOs”; and GSE debentures). At Septembe28@4 and December 31, 2013, GSE
obligations represented 95.6% and 95.5%, respéygtioktotal securities. The remainder of the palitf at those dates was comprised of
corporate bonds, trust preferred securities, catpagquities, municipal obligations, and a priateel CMO. None of our securities
investments are backed by subprime or Alt-A loans.

Depending on management’s intent at the time oflmase, securities are classified as either “hetdaturity” or “available for sale.”
Held-to-maturity securities are securities that agggment has the positive intent to hold to matuvityereas available-for-sale securities are
securities that management intends to hold foneafinite period of time. Held-to-maturity secweigenerate cash flows from repayments
and serve as a source of earnings; they also asreellateral for our wholesale borrowings. Avdiafor-sale securities generate cash flows
from sales, as well as from repayments of princiipal interest. They also serve as a source oflilyuior future loan production, the
reduction of higher-cost funding, and general oegeactivities. A decision to purchase or selllsgecurities is based on economic
conditions, including changes in interest ratepjility, and our asset and liability managemerstsgy.

Held-to-maturity securities represented $7.3 hillior 96.8%, of total securities at the end of 8efiiter, as compared to $7.7 billion, or
96.5%, at December 31st. At September 30, 2014athgalue of securities held to maturity represenl00.67% of their carrying value, as
compared to 97.1% at the end of last year. Mortgatgged securities accounted for $4.3 billion &Ad4 billion, respectively, of securities
held to maturity at the ends of September and Dbeemvhile other securities accounted for $3.0drilland $3.3 billion at the corresponding
dates.

GSE obligations represented $7.1 billion of heldraturity securities at September 30, 2014; capitisk notes, corporate bonds, and
municipal obligations represented $75.6 million3®&/million, and $59.3 million, respectively, oktlotal balance at that date. At
December 31, 2014, GSE obligations accounted fd¥ Bilion of held-to-maturity securities, whilemital trust notes and corporate bonds
represented $75.7 million and $72.9 million, resiwety. The estimated weighted average life of iletl-to-maturity securities portfolio was
7.5 years and 8.2 years at the respective peridd-en
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At September 30, 2014, available-for-sale securitigresented $243.0 million, or 3.2%, of totausiies, down from $280.7 million,
or 3.5%, at December 31, 2013. Included in theaetsype period-end amounts were mortgage-relategrisies of $89.1 million and $96.2
million, and other securities of $153.9 million adti84.5 million, respectively. The estimated wedgh&verage life of the available-for-sale
securities portfolio was 7.8 years at the end @t&aber, as compared to 7.3 years at December 31st.

Federal Home Loan Bank Stock

As members of the FHLB-NY, the Community Bank amel Commercial Bank are required to acquire and loddtes of its capital
stock. In addition, the Community Bank acquiredrebaf the capital stock of the FHLB-Cincinnati ahd FHLB-San Francisco in
connection with the AmTrust and Desert Hills acdigss, respectively.

At September 30, 2014, the Community Bank held $##4illion of FHLB stock, including $470.8 millioof stock in the FHLB-NY,
$23.1 million of stock in the FHLB-Cincinnati, ag601,000 of stock in the FHLB-San Francisco. Then@ercial Bank had $26.0 million of
FHLB stock at the end of September, all of whictswath the FHLB-NY. All FHLB stock continued to balued at par, with no impairment
required at September 30, 2014.

In the nine months ended September 30, 2014 angl 20ddends from the FHLB to the Banks totaled $1million and $13.4 million
respectively.

Bank-Owned Life Insurance

Bank-owned life insurance (“BOLI") is recorded hettotal cash surrender value of the policies nGbnsolidated Statements of
Condition under “Other assets” and the income gardrby the increase in the cash surrender valtheegiolicies is recorded in “Nanteres
income” in the Consolidated Statements of Inconme@omprehensive Income.

At September 30, 2014, our investment in BOLI antedrio $909.9 million, as compared to $893.5 millad December 31, 2013. The
increase reflects the rise in the cash surrendaea the underlying policies over the nine-mopéhiod.

FDIC Loss Share Receivable

In connection with our loss sharing agreements tighFDIC with respect to the loans and OREO aeglim the AmTrust and Desert
Hills transactions, our FDIC loss share receivahblese $418.5 million and $492.7 million, respedyyat September 30, 2014 and
December 31, 2013. The loss share receivablessaqréhe present values of the reimbursements pecéed to receive under the combined
loss sharing agreements at the respective dates.

Goodwill and Core Deposit Intangibles

We record goodwill and CDI in our Consolidated Sta¢nts of Condition in connection with our varidusiness combinations.

Goodwill totaled $2.4 billion at September 30, 20ddnsistent with the balance at December 31, 2R&8ecting amortization, CDI
declined $6.4 million from the year-end balanc&%®8 million at the current third quarter-end.

Sources of Funds

The Parent Company (i.e., the Company on an untidaged basis) has four primary funding sourceglierpayment of dividends,
share repurchases, and other corporate uses: niggmid to the Company by the Banks; capital daiseough the issuance of stock and c
securities; funding raised through the issuanadebt instruments; and repayments of, and inconma,fiovestment securities.

On a consolidated basis, our funding primarily stdram a combination of the following sources: tieposits we gather organically or
acquire in business combinations; brokered depdmitsowed funds, primarily in the form of wholesddorrowings; the cash flows generated
through the repayment and sale of loans; and thie ft@vs generated through the repayment and $alecarities.

Loan repayments and sales totaled $8.0 billiohénfirst nine months of 2014, as compared to $&Blidn in the first nine months of
2013. The bulk of the decline was due to a decrigatee production of one-timur family loans for sale by our mortgage bankipgration a
loan demand dwindled in connection with the yeagreyear rise in residential mortgage interest rates
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In the nine months ended September 30, 2014, task from the repayment and sale of securitiesaethely totaled $567.2 million
and $254.5 million, while purchases of securit@aled $366.3 million. In the first nine months2tf13, cash flows from the repayment and
sale of securities totaled $672.1 million and $784illion, respectively, and were partially offést purchases of securities totaling $3.6
billion. In the current nine-month period, the célslivs from loans and securities were primarilyaplbyed into the production of held-for-
investment multi-family loans.

Deposits

Our ability to retain and attract deposits depesrseveral factors, including customer satisfactiba rates of interest we pay, the
types of products we offer, and the attractiverddbeir terms. There are times we may choosemobimpete aggressively for deposits,
depending on our access to deposits through atiquisithe availability of lower-cost funding soas; the competitiveness of the market and
its impact on pricing, and our need for such depdsifund our loan demand. Conversely, thereiarestwe may choose to compete more
aggressively for deposits to diversify our fundsarces.

Reflecting the results of a campaign to attractmain core deposits, deposits totaled $28.3ohbiléit the end of September, reflectir
three-month increase of $955.3 million and a nireth increase of $2.6 billion, or 10.3%. As a resigposits represented 58.2% of total
assets at the end of the current third quartecpagared to 56.3% and 55.0%, respectively, at 30n2014 and December 31, 2013. Retail
deposits accounted for $611.5 million and $1.4dill respectively, of the three- and nine-monthéases, while business institutional
deposits accounted for $251.2 million and $1.7dyill respectively. Although municipal deposits fglquentially, by $56.3 million, the
balance of such deposits rose $64.4 million ovemihe months ended September 30, 2014. In addiiiokered deposits rose $148.8 mill
sequentially, to $3.9 billion, but declined $18Blion from the balance at December 31st, as &rtliscussed below.

NOW and money market accounts represented $530Ui6mand $1.9 billion, respectively, of the thremid nine-month increases in
total deposits, and amounted to $12.4 billion git&mber 30, 2014. Savings accounts represented3@biion and $1.2 billion of the
respective increases, having grown to $7.2 bilibthe end of September, while non-interest-beaompunts rose $66.9 million and $151.2
million, respectively, to $2.4 million at Septem!38th.

The increase in total deposits was modestly tentigyea decline in certificates of deposit (“CDs9rh the balances recorded at
June 30, 2014 and December 31, 2013. CDs fell 8394lion and $607.7 million, respectively, to $&dlion, representing 22.3% of total
deposits at September 30, 2014.

The ninemonth reduction in brokered deposits was the rfetebf a $61.2 million decrease in brokered momeayket accounts to $:
billion, a $208.6 million decrease in brokered @®$3.5 million, and an $80.5 million increase nolkkered demand accounts to $341.0
million at September 30, 2014. The linked-quanereéase in brokered deposits primarily reflectsiticeease in brokered demand accounts.
The extent to which we accept brokered depositemgpon various factors, including the availab#ityd pricing of such wholesale funding
sources, and the availability and pricing of otbeurces of funds.

Borrowed Funds

Borrowed funds consist primarily of wholesale bavigs (i.e., FHLB advances, repurchase agreemantsfed funds purchased) and,
to a far lesser extent, other borrowings (i.e.igusubordinated debentures and preferred stosklodidiaries). Borrowed funds fell $904.8
million and $708.1 million, respectively, to $14dlion, in the three and nine months ended Septsrb, 2014.

Wholesale Borrowings

In tandem with the growth of our deposits, we hadriced our use of wholesale borrowings to someegeyVholesale borrowings
accounted for $14.0 billion of borrowed funds & #nd of September, reflecting a three-month deeref$904.8 million and a nine-month
decrease of $708.3 million. The September 30thnselaepresented 28.8% of total assets, while the 30th and December 31st balances
represented 30.7% and 31.6%, respectively. FHLBuacks and repurchase agreements accounted forf$llior8and $3.4 billion,
respectively, of the September 30th total, as coethto $11.1 billion and $3.4 billion, respectivedy the end of the trailing quarter and $1
billion and $3.4 billion, respectively, at Decemi3dist.

Both the Community Bank and the Commercial Bankmaeenbers of, and have lines of credit with, the BH\LY. Pursuant to blanket
collateral agreements with the Banks, our FHLB ades and overnight advances are secured by pledgestain eligible collateral in the
form of loans. In addition to $9.7 billion of FHLRY advances, the September 30th balance include@.$5nillion of FHLB-Cincinnati
advances that were acquired in the AmTrust acdurisih December 2009.
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Repurchase agreements are contracts for the sagzofities owned or borrowed by the Banks witlagmeement to repurchase those
securities at agreed-upon prices and dates. Ourdlease agreements are primarily collateralize@B¥ obligations, and may be entered into
with the FHLB-NY or certain brokerage firms. Theokerage firms we utilize are subject to an ongantgrnal financial review to ensure that
we borrow funds only from those dealers whose fir@rstrength will minimize the risk of loss duedefault. In addition, a master repurch
agreement must be executed and on file for eattedfrokerage firms we use.

At September 30, 2014, $4.0 billion of our wholedabrrowings were callable in the next 12 monthgefthe current interest rate
environment, we do not expect our callable whokesakrowings to be called.

Other Borrowings

At September 30, 2014, other borrowings totaled2¥3énillion, comparable to the balance at Decen3fist. Included in the
September 30th amount were junior subordinatedrdates of $358.3 million and preferred stock ofsdiaries of $4.3 million.

Asset and Liability Management and the Managementfdnterest Rate Risk

We manage our assets and liabilities to reducexposure to changes in market interest rates. 3$et and liability management
process has three primary objectives: to evalleénterest rate risk inherent in certain balafeesaccounts; to determine the appropriate
level of risk, given our business strategy, opatpénvironment, capital and liquidity requiremeiatsd performance objectives; and to mal
that risk in a manner consistent with guidelinegraped by the Boards of Directors of the Compahg,Gommunity Bank, and the
Commercial Bank.

Market Risk

As a financial institution, we are focused on radgmur exposure to interest rate volatility, whieipresents our primary market risk.
Changes in market interest rates pose the gredteliénge to our financial performance, as suclmgéa can have a significant impact on the
level of income and expense recorded on a larggopasf our interest-earning assets and intereatibg liabilities, and on the market value
of all interest-earning assets, other than thossgssing a short term to maturity. To reduce opoguxre to changing rates, the Boards of
Directors and management monitor interest rateitbgtyson a regular or as needed basis so thatsidjents to the asset and liability mix can
be made when deemed appropriate.

The actual duration of held-for-investment mortglges and mortgage-related securities can befisignily impacted by changes in
prepayment levels and market interest rates. & &f prepayments may be impacted by a variefiactors, including the economy in the
region where the underlying mortgages were origitiaseasonal factors; demographic variables; amdgbumability of the underlying
mortgages. However, the largest determinants qgfgyments are market interest rates and the avéyatii refinancing opportunities.

In the first nine months of 2014, we continued @n@ge our interest rate risk by taking the follayvarttions: (1) We emphasized the
origination and retention of intermediate-term #sgarimarily in the form of multi-family and CRBans; (2) We increased our production of
C&l loans, which feature floating interest ratesdd3) We continued to deploy our cash flows i@ production of loans held for investm
and, to a far lesser extent, GSE obligations.

In connection with the activities of our mortgagmking operation, we enter into contingent committaé¢o fund residential mortgage
loans by a specified future date at a stated isteate and corresponding price. Such commitmaritih are generally known as interest rate
lock commitments (“IRLCs"), are considered to beaficial derivatives and, as such, are carriediatditue.

To mitigate the interest rate risk associated withIRLCs, we enter into forward commitments td sertgage loans or mortgage-
backed securities (“MBS”) by a specified futureedahd at a specified price. These forwsate agreements are also carried at fair valueh
forward commitments to sell generally obligatems@mplete the transaction as agreed, and therpém® a risk to us if we are not able to
deliver the loans or MBS pursuant to the termshefapplicable forward-sale agreement. For exanfphe are unable to meet our obligation,
we may be required to pay a fee to the counterparty
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When we retain the servicing on the loans we salicapitalize an MSR asset. MSRs are recordedratdlue, with changes in fair
value recorded as a component of non-interest iecake estimate the fair value of the MSR assetdapen a number of factors, including
current and expected loan prepayment rates, ecenmnditions, and market forecasts, as well ayvaslecharacteristics of the associated
underlying loans. Generally, when market interagts decline, loan prepayments increase as custogferance their existing mortgages to
take advantage of more favorable interest ratege¥ifhen a mortgage prepays, or when loans are &xptrprepay earlier than originally
expected, a portion of the anticipated cash flosgpaiated with servicing these loans is terminate@duced, which can result in a reduction
in the fair value of the capitalized MSRs and aegponding reduction in earnings.

To mitigate the prepayment risk inherent in MSRs,aguld sell the servicing of the loans we prodacg, thus minimize the potential
for earnings volatility. Instead, we have optednitigate such risk by investing in exchange-tradedvative financial instruments that are
expected to experience opposite and offsettinggdsim fair value as related to the value of ouiRES

Interest Rate Sensitivity Analys

The matching of assets and liabilities may be a®al\by examining the extent to which such assetdiabilities are “interest rate
sensitive” and by monitoring a bank’s interest isgasitivity “gap.” An asset or liability is said be interest rate sensitive within a specific
time frame if it will mature or reprice within thaeriod of time. The interest rate sensitivity gapefined as the difference between the
amount of interest-earning assets maturing or cegiwithin a specific time frame and the amounindérest-bearing liabilities maturing or
repricing within that same period of time.

In a rising interest rate environment, an institatwith a negative gap would generally be expeabdent the effects of other factors,
to experience a greater increase in the cost ftiésest-bearing liabilities than it would in thield on its interest-earning assets, thus
producing a decline in its net interest income. &sely, in a declining rate environment, an insitin with a negative gap would generally
be expected to experience a lesser reduction iyi¢he on its interest-earning assets than it wanlthe cost of its interest-bearing liabilities,
thus producing an increase in its net interestrimeo

In a rising interest rate environment, an institotwith a positive gap would generally be expetteeixperience a greater increase in
the yield on its interest-earning assets than itldiin the cost of its interest-bearing liabiliti¢sus producing an increase in its net interest
income. Conversely, in a declining rate environmantinstitution with a positive gap would generdie expected to experience a lesser
reduction in the cost of its interest-bearing ligies than it would in the yield on its interestraing assets, thus producing a decline in its net
interest income.

At September 30, 2014, our one-year gap was ainedk.30%, as compared to a negative 13.66% atmker 31, 2013. The change
in our one-year gap was primarily attributable ndrecrease in projected loan prepayments, whichpaatsally offset by an increase in the
amount of CDs and borrowings maturing in one year.

The table on the following page sets forth the am®of interest-earning assets and interest-be#ahilties outstanding at
September 30, 2014 which, based on certain assomspiemming from our historical experience, apeeted to reprice or mature in each of
the future time periods shown. Except as stateaMpehe amounts of assets and liabilities showrepscing or maturing during a particular
time period were determined in accordance withelidier of (1) the term to repricing, or (2) thentractual terms of the asset or liability.

The table provides an approximation of the projgctpricing of assets and liabilities at Septen8ir2014 on the basis of contractual
maturities, anticipated prepayments, and scheduakedadjustments within a three-month period am$sguent selected time intervals. For
residential mortgage-related securities, prepaymetat are forecasted at a weighted average compstgrayment rate (“CPR”) of 18% per
annum; for multi-family and CRE loans, prepaymextes are forecasted at weighted average CPRs oBB8%6% per annum, respectively.
Borrowed funds were not assumed to prepay. Savi@sy, and money market accounts were assumed sy desed on a comprehensive
statistical analysis that incorporated our histdriteposit experience. Based on the results ofbiadysis, savings accounts were assumed to
decay at a rate of 56% for the first five years 44#b for years six through ten. NOW accounts wseseiaed to decay at a rate of 72% for the
first five years and 28% for years six through fEine comprehensive statistical analysis was updatdte second quarter of 2014 to
incorporate updated deposit data and modeling gssams, and resulted in no decay rates beyondeansy The change in the decay
assumptions was made due to the prolonged lowessiteate environment and the uncertainty regariinge depositor behavior. Including
those accounts having specified repricing datesiaponarket accounts were assumed to decay at afraB8 for the first five years and 7%
for years six through ten.
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Interest Rate Sensitivity Analysis

At September 30, 201«

Three Four to More Than More Than  More Than More
Months Twelve One Yeal Three Year: Five Years Than
(dollars in thousand: or Less Months to Three Year to Five Year to 10 Years 10 Years Total
INTEREST-EARNING ASSETS!
Mortgage and other loa® $ 4,220,88° $5,684,32" $ 11,77536 $ 8,549,78' $ 4,787,29! $ 338,08. $35,355,73
Mortgage-related securities
@@G) 85,47: 141,46( 378,07( 166,84: 3,189,30 407,79¢ 4,368,94
Other securities and money
market investmeni(® 767,23 10,17¢ 5,86¢ 77,36¢ 2,641,18: 166,43( 3,668,25
Total interes-earning asse! 5,073,59 5,835,96. 12,159,29 8,793,99. 10,617,78 912,31( 43,392,94
INTEREST-BEARING
LIABILITES:
NOW and money market
accounts 6,366,68: 873,03: 779,07! 2,364,001 2,026,66. - 12,409,44
Savings accoun 699,75: 401,55 2,689,71i 205,32( 3,155,92 - 7,152,26.
Certificates of depos 970,66t 3,669,01 1,468,32 178,65: 36,40¢ 1,32( 6,324,38!
Borrowed funds 3,913,49. 66¢ 864,77 2,645,15; 6,828,43. 144,39. 14,396,91
Total interes-bearing liabilities 11,950,59 4,944,26! 5,801,89 5,393,12. 12,047,42 145,71: 40,283,00
Interest rate sensitivity gap per
period® $(6,876,99) $ 89169« $ 6,357,400 $ 3,400,86' $(1,429,63) $ 766,59¢ $ 3,109,93.
Cumulative interest rate sensitiv
gap $(6,876,99) $(5,985,30) $ 372,10¢ $ 3,772,97" $ 2,343,331 $3,109,93.
Cumulative interest rate sensitivity
gap as a percentage of total
asset: (14.19% (12.30% 0.7€% 7. 7% 4.81% 6.3%%
Cumulative net interest-earning
assets as a percentage of net
interes-bearing liabilities 42.45% 64.51% 101.69% 113.4% 105.89% 107.7%

(1) For the purpose of the gap analysis,-performing no-covered loans and the allowances for loan losses heen excludet
(2) Mortgagerelated and other securities, including FHLB stale, shown at their respective carrying amot
(3) Expected amount based, in part, on historical égpee.
(4) The interest rate sensitivity gap per period regmtsthe difference between inte-earning assets and inter-bearing liabilities
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Prepayment and deposit decay rates can have @iGaghimpact on our estimated gap. While we baieur assumptions to be
reasonable, there can be no assurance that theedguepayment and decay rates will approximatgahéiiture loan and securities
prepayments and deposit withdrawal activity.

To validate our prepayment assumptions for our irfathily and CRE loan portfolios, we perform a mogthhalysis, during which w
review our historical prepayment rates and comfiam to our projected prepayment rates. We continteview the actual prepayment ra
to ensure that our projections are as accuratessliype, since prepayments on these types of la@nsot as closely correlated to changes in
interest rates as prepayments on onftw-family loans would be. In addition, we revi¢he call provisions in our borrowings and investt
portfolios and, on a monthly basis, compare thaadatalls to our projected calls to ensure thatgrajections are reasonable.

As of September 30, 2014, the impact of a 100-ljasist decline in market interest rates would haneeased our projected
prepayment rates by a constant prepayment rat&d¥%dper annum. Conversely, the impact of a 106hmsnt increase in market interest
rates would have decreased our projected prepayra@stby a constant prepayment rate of 1.64%rpaira.

Certain shortcomings are inherent in the methaahalysis presented in the preceding Interest Ratsitvity Analysis. For example,
although certain assets and liabilities may hawglai maturities or periods to repricing, they nragct in different degrees to changes in
market interest rates. The interest rates on cetypes of assets and liabilities may fluctuatadwance of the market, while interest rates on
other types may lag behind changes in market isteates. Additionally, certain assets, such asstalplerate loans, have features that res
changes in interest rates both on a short-terns laaml over the life of the asset. Furthermorehénevent of a change in interest rates,
prepayment and early withdrawal levels would likegviate from those assumed in calculating theetaklso, the ability of some borrowers
to repay their adjustable-rate loans may be adleirs@acted by an increase in market interest rates

Interest rate sensitivity is also monitored throtigl use of a model that generates estimates ahgge in our net portfolio value
(“NPV”) over a range of interest rate scenariosVN®defined as the net present value of expecasti Hows from assets, liabilities, and off-
balance sheet contracts. The NPV ratio, under raeydst rate scenario, is defined as the NPV indtenario divided by the market value of
assets in the same scenario. The model assumesiestiloan prepayment rates, reinvestment ratdsjeposit decay rates similar to those
utilized in formulating the preceding Interest R&&nsitivity Analysis.

Based on the information and assumptions in effie&eptember 30, 2014, the following table refl¢lotsestimated percentage change
in our NPV, assuming the changes in interest mabésd:

Change in Interest Rates Estimated Percentage Change i
(in basis points)®) Net Portfolio Value
+100 (5.53)%
+200 (12.20)

(1) Theimpact of 100- and 200-basis point redunstiin interest rates is not presented in vievhefdurrent level of the fed funds rate and othertsterm
interest rates

The net changes in NPV presented in the precedlrlg fire within the parameters approved by the doaf Directors of the Compa
and the Banks.

As with the Interest Rate Sensitivity Analysis,taér shortcomings are inherent in the methodolaggdun the preceding interest rate
risk measurements. Modeling changes in NPV reqiiraiscertain assumptions be made which may ormoayeflect the manner in which
actual yields and costs respond to changes in mitegest rates. In this regard, the NPV Analysissented above assumes that the
composition of our interest rate sensitive assedsliabilities existing at the beginning of a periemains constant over the period being
measured, and also assumes that a particular ciraingerest rates is reflected uniformly acrossyfeld curve, regardless of the duration to
maturity or repricing of specific assets and lisieis. Furthermore, the model does not take intmant the benefit of any strategic actions we
may take to further reduce our exposure to intaestrisk. Accordingly, while the NPV Analysis pides an indication of our interest rate
risk exposure at a particular point in time, suaasurements are not intended to, and do not, @avjatecise forecast of the effect of cha
in market interest rates on our net interest ingaamd may very well differ from actual results.
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We also utilize an internal net interest incomewation to manage our sensitivity to interest régk. The simulation incorporates
various market-based assumptions regarding thecdhgba@hanging interest rates on future levelswffinancial assets and liabilities. The
assumptions used in the net interest income simualare inherently uncertain. Actual results mafedisignificantly from those presented in
the following table, due to the frequency, timiagd magnitude of changes in interest rates; changggeads between maturity and reprit
categories; and prepayments, among other factoupled with any actions taken to counter the effe€tany such changes.

Based on the information and assumptions in eie&eptember 30, 2014, the following table reflélstésestimated percentage change
in future net interest income for the next twelventins, assuming the changes in interest rates noted

Change in Interest Rates Estimated Percentage Change i
(in basis points)() Future Net Interest Income
+100 over one yes (3.79)%
+200 over one yes (8.44)

(1) Ingeneral, sho- and lon¢term rates are assumed to increase in parallabfagicross all four quarters and then remain ungbau
(2) The impact of 100- and 200-basis point redunstiin interest rates is not presented in vievhefdurrent level of the fed funds rate and othertsterm
interest rates

Future changes in our mix of assets and liabilitiay result in greater changes to our gap, NPV/camekt interest income simulation.

In the event that our interest rate sensitivity gaplysis or net interest income simulation weridlicate a variance in our NPV in
excess of our internal policy limits, we would urtd&e the following actions to ensure that appmerremedial measures were put in place:

. Our Management Asset and Liability Committee (t&eCO Committee”) would inform the Board of Directoof the variance,
and present recommendations to the Board regapitoygpsed courses of action to restore conditiongtfuin-policy tolerances

* |nformulating appropriate strategies, the ALCO Quaittee would ascertain the primary causes of thi@meae from policy
tolerances, the expected term of such conditiams tlae projected effect on capital and earnii

Where temporary changes in market conditions anmel levels result in significant increases in rigkategies may involve reducing
open positions or employing synthetic hedging tégpiies to more immediately reduce risk exposure. \/liariance from policy tolerances is
triggered by more fundamental imbalances in tHepisfiles of core loan and deposit products, aaéial strategy may involve restoring
balance through natural hedges to the extent gedséfiore employing synthetic hedging techniquable®strategies might include:

®  Asset restructuring, involving sales of assetsrabiigher risk profiles, or a gradual restructuraighe asset mix over time to
affect the maturity or repricing schedule of ass

* Liability restructuring, whereby product offeringad pricing would be altered or wholesale borrowiegiployed to affect the
maturity structure or repricing of liabilitie

®  Expansion or shrinkage of the balance sheet t@cbimbalances in the repricing or maturity peribdsveen assets and
liabilities; and/ot

®* Use or alteration of off-balance-sheet positionsluding interest rate swaps, caps, floors, optiand forward purchase or sales
commitments

In connection with our net interest income simalatmodeling, we also evaluate the impact of changé®e slope of the yield curve.
At September 30, 2014, our analysis indicateddhammediate inversion of the yield curve wouldelpected to result in a 4.86% decrease
in net interest income over the next four quarteosiversely, an immediate steepening of the yietdewould be expected to result in a
1.55% increase in net interest income over such.tim

Liquidity, Contractual Obligations and Off -Balance Sheet Commitments, and Capital Position

Liquidity

We manage our liquidity to ensure that cash flomessafficient to support our operations, and to pensate for any temporary
mismatches between sources and uses of funds chysediable loan and deposit demand.

We monitor our liquidity daily to ensure that saféint funds are available to meet our financialgdilons. Our most liquid assets are
cash and cash equivalents, which totaled $662 ltoménd $644.6 million, respectively, at SeptembB@r2014 and
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December 31, 2013. As in the past, our portfolid®ans and securities provided liquidity in theremt nine-month period, with cash flows
from the repayment and sale of loans totaling $8lidn and cash flows from the repayment and sélgecurities totaling $821.7 million.

Additional liquidity stems from the deposits we lyat organically or acquire in business combinatiansl from our use of wholesale
funding sources, including brokered deposits andl@dale borrowings. We also have access to theBapkroved lines of credit with
various counterparties, including the FHINB.. The availability of these wholesale funding sms is generally based on the available arr
of mortgage loan collateral under a blanket lienhaee pledged to the respective institutions amd, lesser extent, the available amount of
securities that may be pledged to collateralizebmurowings. At September 30, 2014, our availalledwing capacity with the FHLB-NY
was $6.7 billion. In addition, the Community Bamdahe Commercial Bank had $241.0 million in aval#afor-sale securities, combined, at
that date.

Furthermore, the Community Bank has an agreemehttive Federal Reserve Bank of New York (the “FRB*Nhat enables it to
access the discount window as a further meanstararing its liquidity if need be. In connection kvthis agreement, the Community Bank
has pledged certain loans and securities to codléige any funds it may borrow. At September 3@£20he maximum amount the Commu
Bank could borrow from the FRB-NY was $1.2 billiofhere were no borrowings against this line of ttratithat date.

Our primary investing activity is loan productidn.the first nine months of 2014, the combined watuof loans originated for sale a
for investment was $10.5 billion. During this tintke net cash used in investing activities tot$id billion. Our financing activities
provided net cash of $1.6 billion in the currenmteximonth period, and our operating activities pitedi net cash of $493.8 million during this
time.

CDs due to mature in one year or less from SepteBMhe2014 totaled $4.6 billion, representing 73.@Rtotal CDs at that date. Our
ability to retain these CDs and to attract new @@palepends on numerous factors, including custsatéesfaction, the rates of interest we
on our deposits, the types of products we offed, the attractiveness of their terms. However, tiagectimes when we may choose not to
compete for such deposits, depending on the avlétyadil lower-cost funding, the competitiveness of the marketitmitpact on pricing, ar
our need for such deposits to fund loan demand.

The Company (the “Parent Company”) is a separat lentity from each of the Banks and must profigéts own liquidity. In
addition to operating expenses and any share repses, the Parent Company is responsible for payipglividends declared to our
shareholders. As a Delaware corporation, the P&entpany is able to pay dividends either from sugr, in case there is no surplus, from
net profits for the fiscal year in which the divigkis declared and/or the preceding fiscal yeaadidition, the Parent Company is not required
to obtain prior Federal Reserve approval to paivigend unless the declaration and payment of aéind could raise supervisory concerns
about the safe and sound operation of the Compadhyree Banks, the dividend declared for a periatbissupported by earnings for that
period, or the Company plans to declare an incrigaite dividend.

The Parent Company’s ability to pay dividends magehd, in part, upon the dividends it receives ftoenBanks. The ability of the
Community Bank and the Commercial Bank to pay diuids and other capital distributions to the PaBamhpany is generally limited by
New York State banking law and regulations, anadxyain regulations of the FDIC. In addition, thg®rintendent of the New York Stz
Department of Financial Services (the “Superintetijethe FDIC, and the Federal Reserve, for reasonafefysand soundness, may proh
the payment of dividends that are otherwise peibls$dy regulations.

Under New York State Banking Law, a New York Steltertered stock-form savings bank or commerciaklmaay declare and pay
dividends out of its net profits, unless thererisrapairment of capital. However, the approvalted Superintendent is required if the total of
all dividends declared in a calendar year wouldeerthe total of a bank’s net profits for that yemmbined with its retained net profits for
the preceding two years. In the nine months endgdehber 30, 2014, the Banks paid dividends t@#Bi5.0 million to the Parent
Company, leaving $143.2 million that they couldidend to the Parent Company without regulatory epalrat that date. Additional sources
of liquidity available to the Parent Company at t8egber 30, 2014 included $112.6 million in cash eash equivalents and $2.0 million of
available-forsale securities. If either of the Banks were toappthe Superintendent for approval to make adgind or capital distribution |
excess of the dividend amounts permitted underabelations, there can be no assurance that systicatpon would be approved.

Derivative Financial Instrument

We use various financial instruments, including\dives, in connection with our strategies to gate or reduce our exposure to
losses from adverse changes in interest ratesd@ivative financial instruments consist of finaaldbrward and futures contracts, IRLCs,
swaps, and options, and relate to our mortgageibgmiperation, MSRs, and other risk managementities. These activities will vary in
scope based on the level and volatility of interasts, the types of assets held, and other chgunggmket
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conditions. At September 30, 2014, we held denreafinancial instruments with a notional value @t®billion. (Please see Note 12,
“Derivative Financial Instruments,” for a furtheisdussion of our use of such financial instruménts.

Capital Position

In the first nine months of 2014, stockholders’igguose $42.3 million to $5.8 hillion, represertith1.87% of total assets and a book
value per share of $13.05 at September 30th. AeBber 31, 2013, stockholders’ equity represente9P2 of total assets and a book value
per share of $13.01. We calculate book value paresby dividing the amount of stockholders’ equityhe end of a period by the number of
shares outstanding at the same date. At Septerib2034, we had 442,648,147 shares outstandige@mber 31, 2013, the number of
outstanding shares was 440,809,365.

Tangible stockholders’ equity rose $48.8 milliortlie first nine months of this year, to $3.3 billi@after the distribution of quarterly
cash dividends totaling $110.6 million. Tangiblecktholders’ equity represented 7.21% of tangibketssat the end of September and 7.42%
of tangible assets at December 31st. Tangible bable equaled $7.53 and $7.45 per share at theatsp period-ends.

We calculate tangible stockholders’ equity by satting the amount of goodwill and CDI recordedhat €nd of a period from the
amount of stockholders’ equity recorded at the sdate. At both September 30, 2014 and Decembe2@®1, we recorded goodwill of $2.4
billion; we recorded CDI of $9.8 million and $168llion, respectively, at the corresponding da{f$ease see the discussion and
reconciliations of stockholders’ equity and tangibtockholders’ equity, total assets and tangisbets, and the related capital measures that
appear earlier in this report.)

Both stockholders’ equity and tangible stockholdedaiity include AOCL. AOCL declined $4.1 milliomdm the balance at
December 31, 2013 to $32.4 million at SeptembeB8@4. The reduction was the net effect of a $2lIBom rise in the net unrealized gain on
available-for-sale securities to $2.6 million; aénillion decrease in the net unrealized loss @msn and post-retirement obligations to
$29.6 million; and a decline in the net unrealifesb on the non-credit portion of OTTI losses otusigies from $5.6 million to $5.4 million
over the nine-month period.

At September 30, 2014, our capital measures coedito exceed the minimum federal requirements fmarg holding company. The
following table sets forth our leverage, Tier kflsased, and total risk-based capital amounts atiasron a consolidated basis, as well as the
respective minimum regulatory capital requiremeatshat date:

Regulatory Capital Analysis (the Company)

At September 30, 201:
Risk-Based Capite

Leverage Capite Tier 1 Total
(dollars in thousand:s Amount Ratio Amount Ratio Amount Ratio
Total capital $ 3,706,81 8.05% $ 3,706,81 12.1% $ 3,894,51. 12.71%
Regulatory capital requireme 1,841,25 4.0C 1,225,72. 4.0C 2,451,44 8.0C
Excess $ 1,865,56! 4.05% $ 2,481,09 8.1(% $ 1,443,06! 4.71%
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In addition, the capital ratios for the Communitgrlk and the Commercial Bank continued to exceediihenum levels required for
classification as “well capitalized” institutions &eptember 30, 2014, as defined under the FebDegadsit Insurance Corporation
Improvement Act of 1991, and as reflected in tHfaing tables:

Regulatory Capital Analysis (New York Community Bark)

At September 30, 2014
Risk-Based Capite

Leverage Capite Tier 1 Total
(dollars in thousands Amount Ratio Amount Ratio Amount Ratio
Total capital $ 3,242,32. 7.65% $ 3,242,32. 11.62% $ 3,418,33 12.27%
Regulatory capital requireme 1,694,70. 4.0C 1,114,76. 4.0C 2,229,52! 8.0C
Excess $ 1,547,62. 3.65% $ 2,127,56 7.63% $ 1,188,80! 4.21%

Regulatory Capital Analysis (New York Commercial Bank)

At September 30, 201
Risk-Based Capite

Leverage Capite Tier 1 Total
(dollars in thousands Amount Ratio Amount Ratio Amount Ratio
Total capital $ 368,33 10.0¢% $ 368,33 13.22% $ 380,02: 13.61%
Regulatory capital requireme 146,46 4.0C 111,23 4.0C 222,47 8.0C
Excess $ 221,86¢ 6.06% $ 257,10( 9.28% $ 157,54t 5.67%

Basel lll Capital Rule:

In July 2013, the Company’s primary federal requiathe Federal Reserve, and the Banks’ primargriddegulator, the FDIC,
published final rules (the “Basel lll Capital Ruleestablishing a new comprehensive capital franmévior U.S. banking organizations. The
rules implement the Basel Committee’s December Zfdfiework, known as “Basel Ill,” for strengtheniimgernational capital standards as
well as certain provisions of the Dodd-Frank Act.

The Basel Il Capital Rules substantially revise tlurrent U.S. risk-based capital rules and requeres applicable to bank holding
companies and depository institutions, including @ompany and the Banks, as indicated below:

®*  They define the components of capital and addries issues affecting the numerator in bankingtunsdns’ regulatory capital
ratios;

®*  They address risk weights and other issues affgditia denominator in banking instituti¢ regulatory capital ratios

®*  They replace the existing risk-weighting approachich was derived from the Basel | capital accarithe Basel Committee,
with a more risk-sensitive approach based, in parthe standardized approach in the Basel Conetst2004 “Basel 11" capital
accords; an

®*  They implement the requirements of Section 939#efDodd-Frank Act to remove references to credibgs from the federal
banking agenci¢ rules.

The Basel Il Capital Rules will be effective fdret Company and the Banks on January 1, 2015, subjaghase-in period.
In addition, and among other things, the BaseCHpital Rules:

®* Introduce a new capital measure ca“Common Equity Tier” (“CET1");

®  Specify that Tier 1 capital consists of CET1 #Additional Tier 1 Capit¢’ instruments meeting specified requireme

e  Define CET1 narrowly by requiring that most dedorti/adjustments to regulatory capital measuresdmnerto CET1, and not to
the other components of capital; ¢

®*  Expand the scope of the deductions/adjustments ¢agital as compared to existing regulatic

The Basel Il Capital Rules provide for a numbedetiuctions from, and adjustments to, CET1. Theclede, for example, the
requirement that MSRs, certain deferred tax askgiendent upon future taxable income, and sigmificevestments in non-consolidated
financial entities be deducted from CET1 to theeakthat any one such category exceeds 10% of @E@Il such categories in the aggregate
exceed 15% of CET1.
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In addition, under current capital standards, ffeces of accumulated other comprehensive incoerastincluded in capital are
excluded for the purposes of determining regulatagyital ratios. Under the Basel Ill Capital Rulibg effects of certain accumulated other
comprehensive income items are not excluded; howé&ven-advanced approach” banking organizatiomsluiding the Company and the
Banks, may make a one-time permanent electionritrage to exclude these items. We expect to maikeethction in order to avoid
significant variations in the level of capital depég upon the impact of interest rate fluctuationghe fair value of our securities portfolio.

The Basel Il Capital Rules also exclude the incin®f certain hybrid securities, such as trustgred securities, as Tier 1 capital of
bank holding companies, subject to phase-out. ksalt, beginning in 2015, only 25% of the Compartyust preferred securities, which
totaled $86.4 million at the end of September, bdlincluded in Tier 1 capital and, in 2016, nohthe Company’s trust preferred securities
will be included in Tier 1 capital. Trust preferrgélcurities no longer included in the Company’s Tieapital may nonetheless be included as
a component of Tier 2 capital on a permanent heitimut phase-out.

Implementation of the deductions and other adjustsm® CET1 will begin on January 1, 2015 and bélphased in over a four-year
period, beginning at 40% on January 1, 2015 antiraging thereafter with an additional 20% per cdkenyear. The implementation of the
capital conservation buffer will begin on Januay2@16 at the 0.625% level and be phased in of@urayear period, increasing by that
amount on each subsequent January 1st, untildhesa?.5% on January 1, 2019.

Under the Basel Ill Capital Rules, the initial rmmim capital ratios as of January 1, 2015 will béodews:

®  4.5% CETL1 to ris-weighted asset:
®  6.0% Tier 1 capital to risweighted assets; a1
®*  8.0% Total capital to ri-weighted asset:

When fully phased in on January 1, 2019, the Blds€lapital Rules will require the Company and B&nks to maintain:

®* aminimum ratio of CETL1 to risk-weighted assetaoleast 4.5%, plus a 2.5% “capital conservatidifielbidesigned to absorb
losses during periods of economic stress (whigd@ed to the 4.5% CET1 ratio as that buffer is ptias, effectively resulting in
a minimum ratio of CET1 to ri-weighted assets of at least 7% upon full implententy

®* aminimum ratio of Tier 1 capital to risk-weightassets of at least 6.0%, plus the capital condervhuffer (which is added to
the 6.0% Tier 1 capital ratio as that buffer is gghin, effectively resulting in a minimum Tier dpital ratio of 8.5% upon full
implementation)

® a minimum ratio of Total capital (i.e., Tier 1 pluiger 2) to risk-weighted assets of at least 8.pks the capital conservation
buffer (which is added to the 8.0% total capitaicras that buffer is phased in, effectively reisiglin a minimum Total capital
ratio of 10.5% upon full implementation); a

®* aminimum leverage capital ratio of 4.0%, calcudads the ratio of Tier 1 capital to average agsstgompared to a current
minimum leverage capital ratio of 3.0% for bankarganizations that either have the highest supenyisating or have
implemented the appropriate federal regulatory @iy}’ s risk-adjusted measure for market ris

Management believes that, as of September 30, 2#0d4£,ompany and the Banks would meet all capitatigacy requirements under
the Basel Ill Capital Rules on a fully phased-isibaf such requirements were effective as of tlzdé.

Earnings Summary for the Three Months Ended Septemér 30, 2014

In the three months ended September 30, 2014, nergted earnings of $120.3 million, or $0.27 partdd share, as compared to
$118.7 million, or $0.27 per diluted share, in tfeeling quarter and $114.2 million, or $0.26 pdutkd share, in the yeararlier three month

In the first quarter of 2014, our earnings wereugadl by a one-time charge to income tax expen$d.6fmillion that was recorded in
connection with certain tax legislation enactedtsy State of New York on March 31, 2014. The immdc¢he tax charge was partly offset by
a one-time after-tax gain of $2.3 million on théesaf Visa Class B shares during the same threetimmeriod.
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The following factors contributed to our currenitdhquarter results:

®* Netinterest income totaled $289.0 million in therent third quarter, a $5.5 million increase frtra trailin¢-quarter level and a
$5.2 million decrease from the year-earlier amowtiile the linked-quarter increase was primarilgdo a $6.1 million rise in
prepayment penalty income, the year-over-year dedlias largely attributable to a $14.2 million @éese in prepayment penalty
income, together with the replenishment of the f@dasheet with low+yielding loans

* Reflecting the quality of our assets and the adegoéour allowance for non-covered loan lossespmwision for losses on non-
covered loans was recorded in the first three guadf this year. In the third quarter of 2013,reeorded a provision for non-
covered loan losses of $5.0 millic

®* |n addition, an increase in expected cash flowmsftioe covered loans acquired in connection withFIDC-assisted transactions
resulted in a recovery of $3.9 million from theoatance for covered loan losses in the third quardi¢his year. In the trailing and
yea-earlier quarters, we recorded provisions for lesse covered loans of $188,000 and $9.5 milliogpeetively, as the cash
flows from the covered loan portfolio were expededecline.

* Non-interest income totaled $41.3 million in the cutrthird quarter, reflecting a linked-quarter deae of $11.3 million and a
yea-over-year decrease of $9.4 million. The sequedgaline was largely due to a $9.1 million decréasether income, while
the year-over-year decline was largely due to awirtg recorded FDIC indemnification expense of $8iltion in the current
third quarter, in contrast to FDIC indemnificatimwome of $7.6 million in the third quarter of 20:

*  Nor-interest expense fell $2.6 million sequentiallyd&5.1 million from the year-earlier level, to $12 million in the three
months ended September 30, 2014. The linkeakter decline was the result of a $2.6 millionrdase in operating expenses a
modest decline in the amortization of CDI. The yeagr-year decline in non-interest expense wasdbelt of a $3.0 million
decrease in operating expenses and a $2.1 milGoredse in the amortization of CDI. The respealrgines in operating
expenses were largely due to reductions in geaehbdministrative” G&A") and occupancy and equipment expen

* Income tax expense fell $566,000 sequentially ase 62.8 million from the year-earlier level, t8%5 million in the third
quarter of 2014

Net Interest Income

Net interest income is our primary source of incotteelevel is a function of the average balancewfinterest-earning assets, the
average balance of our interest-bearing liabiliteesl the spread between the yield on such asseétha cost of such liabilities. These factors
are influenced by both the pricing and mix of auterest-earning assets and our interest-bearihijti@s which, in turn, are impacted by
various external factors, including the local eaogpcompetition for loans and deposits, the mowygpaticy of the Federal Open Market
Committee of the Federal Reserve Board of Goverfibes"FOMC”), and market interest rates.

The cost of our deposits and borrowed funds islgrjased on short-term rates of interest, thel lefwehich is partially impacted by
the actions of the FOMC. The FOMC reduces, maistainincreases the target fed funds rate (theatatdich banks borrow funds overnight
from one another) as it deems necessary. The tgiétinds rate has been maintained at a rangerofta 0.25% since the fourth quarter of
2008.

While the target fed funds rate generally impaletsdost of our short-term borrowings and depositsyields on our held-for-
investment loans and other interest-earning assettypically impacted by intermediate-term maikétrest rates. In the third quarter of
2014, the average fivgear CMT rose to 1.70% from 1.66% in the trailingager and from 1.50% in the third quarter of 20#i@anwhile, the
average ten-year CMT fell to 2.50% from 2.62% i@ trailing quarter, and from 2.71% in the yearieathree months.

Net interest income is also influenced by the lefgdrepayment penalty income generated, primarilyonnection with the
prepayment of our multi-family and CRE loans. Sipoepayment penalty income is recorded as intémestne, an increase or decrease in its
level will also be reflected in the average yiebthsour loans and interest-earning assets, andftineri@ our interest rate spread and net
interest margin. After four consecutive quartersafifust activity in New York City, where most oktproperties securing our multi-family
and CRE loans are located, property transactioclingé in the first nine months of 2014. While pagment penalty income rose $6.1 milli
sequentially in the current third quarter, it deell $14.2 million year-over-year.

Net interest income totaled $289.0 million in therent third quarter, reflecting a sequential 0§&5.5 million, as a $9.2 million
increase in interest income to $427.1 million exlseka $3.7 million rise in interest expense to $A.38illion. Year-over-year, net interest
income declined $5.2 million as a $604,000 decr@asgerest income combined with a $4.6 milliogr@ase in interest expense.
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In addition, our net interest margin was 2.69%hia ¢urrent third quarter, three basis points wilan the trailing-quarter measure and
35 basis points narrower than the measure in thegarlier three months.

The following factors contributed to the linked-quga increases in our net interest income andntetést margin:

®*  Prepayment penalty income contributed $25.4 miltmnet interest income in the current third quare$6.1 million increase
from the trailing-quarter amount. In addition, pagment penalty income contributed 24 basis pomthé current third-quarter
margin, as compared to 18 basis points in the skqoarter of this yea

®* The average balance of interest-earning asset$6d<e9 million sequentially to $43.2 billion, thet effect of a $924.2 million rise
in the average balance of loans to $35.1 billicsh @$309.3 million decrease in the average balahsecurities and money market
investments to $8.1 billion. The benefit of thergase in the average balance of interest-earnsgisawas complemented by a two-
basis point rise in the average yield to 3.95%. Aigeer yield was driven by a nine-basis point iisthe average yield on securities
and money market investments, and supported bstaidity of the average yield on loans. Specificahe average yield on
securities and money market investments rose 893i8 the current third quarter, while the avergigéd on loans held steady at
4.11%. Prepayment penalty income accounted fond28 basis points of the average yield on loarisdrthree months ended
September 30, and June 30, 2014, respecti

* In the third quarter of 2014, the average balariéeterest-bearing liabilities rose $700.4 milliam$40.0 billion, as a $958.1
million increase in the average balance of intebestring deposits to $25.4 billion was tempered B2%7.8 million decline in tf
average balance of borrowed funds to $14.6 billwhile the average costs of interest-bearing dépasid borrowed funds rose
one and five basis points, respectively, qu-over-quarter, the average cost of inte-bearing liabilities held steady at 1.37

The following factors contributed to the year-oyear declines in our net interest income and rtetést margin:

*  Primarily reflecting a decrease in property tratisas and refinancing activity from the year-earl@vels, prepayment penalty
income fell $14.2 million year-over-year and cootied 17 fewer basis points to our net interesgimahan it did in the third
quarter of 2013

® The average balance of interest-earning asset$#o3eillion year-over-year as a $769.1 millionrgase in the average balance
of securities and money market investments combivittda $3.6 billion increase in the average bataoicloans. The benefit of
the increase in the average balance of interesirgpassets was tempered by the impact of a 45-pagit decrease in the
average yield. While the average yield on securiied money market investments was 17 basis guter than the yield
recorded in the year-earlier third quarter, thédyan loans fell 59 basis points during this timibe latter decline was attributable
to the reduction in prepayment penalty income dsagethe replenishment of the loan portfolio witkver-yielding loans.
Prepayment penalty income contributed 21 fewershagints to the average yield on loans in the attterd quarter than it did
the third quarter of 201:

*  While the average balance of interest-bearinglltas rose $4.0 billion year-overear, the impact was somewhat tempered b
benefit of a ten-basis point decline in the aver@agt of funds. Interest-bearing deposits accoufefi2.9 billion of the increase
in the average balance, while borrowed funds adealfor the remaining $1.2 billion. Notwithstanditige increase in average
interest-bearing deposits and average borrowedsfimthe current third quarter, the average cdsssich funds fell two basis
points and 20 basis points, respectively, -overyear.

It should be noted that the level of prepaymentfignincome recorded in any given period dependthervolume of loans that
refinance or prepay during that time. Such actiistlargely dependent on such external factorsia®iot market conditions, including real
estate values, and the perceived or actual direcfimnarket interest rates. In addition, while aliie in market interest rates may trigger an
increase in refinancing and, therefore, prepaymenalty income, so too may an increase in marketdst rates. It is not unusual for
borrowers to lock in lower interest rates when thggect, or see, that market interest rates d@rgriather than risk refinancing later at a still
higher interest rate.

Furthermore, the level of prepayment penalty incoemerded when a loan prepays is a function oféh@aining principal balance, as
well as the number of years remaining on the |d&e. number of years dictates the number of prepaypenalty points that are charged on
the remaining principal balance, based on a slidoale of five percentage points to one, as digglisader “Multi-Family Loans” and
“Commercial Real Estate Loans” earlier in this népo

The following tables set forth certain informaticgarding our average balance sheet for the gsaneicated, including the average
yields on our intere-earning assets and the average costs of our steearing liabilities. Average yields are calcathby dividing the
interest income produced by the average balanoeeyest-earning assets. Average costs are cadculst dividing the interest expense
produced by the average balance of interest-bebaibijjties. The average balances for the quaaterderived from
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average balances that are calculated daily. Theageeyields and costs include fees, as well asipramand discounts (including mark-to-
market adjustments from acquisitions), that aresmm@red adjustments to such average yields and.cost

Net Interest Income Analysis (Linked-Quarter Compaiison)

(dollars in thousand:
Assets:
Interes-earning asset:
Mortgage and other loans, r®
Securities and money market investme?®
Total interes-earning asset
Nonr-interes-earning asse!
Total asset

Liabilities and Stockholders’ Equity:
Interes-bearing deposits
NOW and money market accoul
Savings accoun
Certificates of depos
Total interes-bearing deposit
Borrowed funds
Total interes-bearing liabilities
Nonr-interes-bearing deposit
Other liabilities
Total liabilities
Stockholder' equity
Total liabilities and stockholde’ equity

Net interest income/interest rate spr:
Net interest margi

Ratio of interest-earning assets to interest-bgarin
liabilities

For the Three Months Ended
September 30, 201 June 30, 201+«

Average Average
Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost
$35,067,04 $ 360,49¢ 4.11% $34,142,86 $ 350,55 4.11%
8,104,92i 66,57- 3.2¢ 8,414,21 67,32¢ 3.1¢
43,171,97 427,07: 3.9¢ 42,557,08 417,88: 3.9¢
5,312,88. 5,340,20:
$48,484,85 $47,897,28
$12,173,50 $ 10,63 0.3%% $11,266,68 $ 9,371 0.32%
6,790,28. 9,741 0.57 6,567,45! 8,25¢ 0.5C
6,477,18 18,33( 1.12 6,648,67. 18,46« 1.11
25,440,96 38,70z 0.6C 24,482,82 36,09 0.5¢
14,605,39 99,33¢ 2.7( 14,863,15 98,29¢ 2.6E
40,046,35 138,04 1.37 39,345,97 134,39( 1.37
2,464,43 2,574,05I
197,62: 209,69¢
42,708,41 42,129,72
5,776,44! 5,767,56.
$48,484,85 $47,897,28
$ 289,02 2.5% $ 283,49: 2.56%
2.6%% 2.66%
1.0&x 1.0&x

(1) Amounts are net of net deferred loan origmmatosts/(fees) and the allowances for loan lossebinclude loans held for sale and non-performing

loans.
(2) Amounts are at amortized co
(3) Includes FHLB stock
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Net Interest Income Analysis (Year-Over-Year Compaison)

For the Three Months Ended September 3(

2014 2013
Average Average
Average Yield/ Average Yield/
(dollars in thousand:s Balance Interest Cost Balance Interest Cost
Assets:
Interes-earning asset:
Mortgage and other loans, 1 $35,067,04 $ 360,49 4.11% $31,510,34 $ 370,34 4.7(%
Securities and money market investme?®) 8,104,92 66,57: 3.2¢ 7,335,83: 57,33¢ 3.11
Total interes-earning asset 43,171,97 427,07. 3.9t 38,846,17 427,67! 4.4C
Nonr-interes-earning asse! 5,312,88. 5,497,10
Total asset $48,484,85 $44,343,28
Liabilities and Stockholders’ Equity:
Interes-bearing deposits
NOW and money market accoul $12,173,50 $ 10,63: 0.3%% $ 9,433,79; $ 8,61 0.3€%
Savings accoun! 6,790,28. 9,741 0.57 5,799,62! 6,28¢ 0.4:
Certificates of depos 6,477,18 18,33( 1.12 7,335,211 20,20¢ 1.0¢
Total interes-bearing deposit 25,440,96 38,70: 0.6C 22,568,63 35,10¢ 0.62
Borrowed funds 14,605,39 99,33¢ 2.7C 13,437,19 98,34( 2.9C
Total interes-bearing liabilities 40,046,35 138,04. 1.37 36,005,82 133,44« 1.47
Nonr-interes-bearing deposit 2,464,43 2,449,79;
Other liabilities 197,62: 288,17t
Total liabilities 42,708,41 38,743,78
Stockholder' equity 5,776,441 5,599,49!
Total liabilities and stockholde’ equity $48,484,85 $44,343,28
Net interest income/interest rate spr $ 289,02 2.56% $ 294,23: 2.95%
Net interest margi 2.65% 3.04%
Ratio of interest-earning assets to interest-bgarin
liabilities 1.08&x 1.0&x

(1) Amounts are net of net deferred loan origoratosts/(fees) and the allowances for loan lossebinclude loans held for sale and non-performing
loans.

(2) Amounts are at amortized co

(3) Includes FHLB stock

Provisions for/(Recovery of) Loan Losses

Provision for Losses on Nc-Covered Loans

The provision for losses on non-covered loans ggtan management’s periodic assessment of theiacleqf the allowance for
losses on such loans which, in turn, is basedsoevidluation of inherent losses in the held-forestment loan portfolio in accordance with
GAAP. This evaluation considers several factorsluiding the current and historical performancehef portfolio; its inherent risk
characteristics; the level of non-performing norered loans and charge-offs; delinquency levelstemtls; local economic and market
conditions; declines in real estate values; andebels of unemployment and vacancy rates.

As a result of management’s assessment of thes®$ano provision for losses on non-covered loaas recorded in the first three
quarters of 2014. In the third quarter of 2013,ree@rded a provision of $5.0 million. Reflectingm@nt third-quarter net recoveries of
$271,000, the allowance for losses on non-coveyadd was $139.7 million at September 30, 2014oagpared to $139.5 million at June 30,
2014.

(Recovery of)/Provision for Losses on Covered Loans

When we have reason to believe that the cash flows certain loan portfolios acquired in our FDI€s&sted acquisitions will exceed
our original expectations (i.e., when the credilgy of certain pools of acquired loans appeatisnjorove), we reverse the previously
established covered loan loss allowance by recgrairecovery, and increase our interest incomepagspective yield adjustment over the
remaining life of the loans or pool of loans.
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Conversely, when the cash flows from certain loarifplios acquired in our FDIC-assisted acquisisi@ne expected to fall short of the
cash flows we expected at the time of the acqaisifi.e., when the credit quality of certain poolsacquired loans is expected to deteriorate),
we record a provision for losses on covered loans.

In the three months ended September 30, 2014, sesesed $3.9 million from the allowance for covelean losses as the credit
quality of certain acquired loans appeared to impr&onversely, in the three months ended Jun2®B} and September 30, 2013, we
recorded provisions of $188,000 and $9.5 milli@spectively, for covered loan losses as the cepdility of certain acquired loans appeared
to decline.

Because losses on covered loans are largely regablerunder our FDIC loss sharing agreementsettmvery recorded in the current
third quarter was partially offset by FDIC indeniciéftion expense of $3.2 million, while the provisscfor covered loan losses recorded in the
trailing and year-earlier quarters were partiafiget by FDIC indemnification income of $150,00Qie8v.6 million, respectively. FDIC
indemnification expense and FDIC indemnificationdme are recorded in “Non-interest income” durimg $ame quarter that a recovery or a
provision occurs.

For additional information about our provisions/foecovery of) loan losses, please see the dismusdithe respective loan loss
allowances under “Critical Accounting Policies” athe discussion of “Asset Quality” that appearieaih this report.

Non-Interest Income

We generate non-interest income through a variesporces, some of which are recurring and sonvehidh are not.

Mortgage banking income is our primary source af-imderest income, and includes income from thgioation of one-to-four family
loans for sale and income from the servicing oféhand other one-to-four family loans. Our otheurgng sources of nomterest income a
fee income (in the form of retail deposit fees ahdrges on loans); income from our investment i.B@nd other income, which is derived
from various sources, including the sale of thiedtp investment products in our branches and themees from our wholly-owned
subsidiary, Peter B. Cannell & Co., Inc. (“PBC”"j iavestment advisory firm. From time to time, thescurring sources of non-interest
income are supplemented by FDIC indemnificatiorome/(expense)—in any quarter when a provisionreet{very of) losses on covered
loans is recorded—and by gains on the sale of gesmwhich depend on market conditions and oupar@te strategies.

Non-interest income totaled $41.3 million in thereat third quarter, reflecting a linked-quarteduetion of $11.3 million and a $9.4
million reduction year-over-year.

In addition to the $3.3 million difference betwedte FDIC indemnification expense and the FDIC indiication income respectively
recorded in this year’s third and second quartbeslinked-quarter reduction in non-interest incamas attributable to a $9.1 million decrease
in other income to $11.6 million and far lesserltes in fee income and net securities gains. énséecond quarter of 2014, we recorded a
gain of $6.0 million on the sale of mufamily buildings that previously had been classifes OREO; no comparable gain was recorded i
third quarter of this year.

The year-over-year decline in non-interest inconas \argely due to the $10.7 million difference begw the FDIC indemnification
expense recorded in the current third quarter bed=DIC indemnification income recorded in thedtquarter of 2013. The impact of this
difference was partly offset by a $3.4 million iaase in other income, primarily reflecting a $2iBiom rise in revenues from PBC.

Mortgage banking income accounted for $16.6 milbdmon-interest income in the current third quanteflecting a $1.3 million
increase from the trailing-quarter level and a $@0Q increase from the year-earlier amount. Theelinquarter increase was the net effect of
a $1.7 million rise in income from originations$6.6 million and a $369,000 decrease in serviamgme to $10.0 million. The year-over-
year increase was the net effect of a $772,00@as& in income from originations and a $371,000e#ese in servicing income. The linl-
quarter and year-over-year increases, albeit mpdhdct the decline in residential mortgage ies¢rates that occurred in the third quarter of
2014.
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The following table summarizes the components ofimberest income for the three months ended Sdme0, 2014, June 30, 2014,
and September 30, 2013:

Non-Interest Income Analysis

For the Three Months Ended

September 30 June 30, September 30

(in thousands 2014 2014 2013
Mortgage banking incom $ 16,60¢ $ 15,29: $ 16,20¢
Fee income 9,18¢ 9,43( 9,79¢
BOLI income 6,88¢ 6,81: 7,91¢€
Net gain on sales of securiti 182 262 1,01¢
FDIC indemnification (expense) incor (3,15€) 15C 7,57:
Gain on Visa shares sc -- -- --
Other income

Peter B. Cannell & Co., Ini 6,761 6,93¢ 4,197

Third-party investment product sal 3,35¢ 3,52¢ 3,79¢

Other 1,462 10,18¢ 21¢
Total other incom: 11,57¢ 20,64" 8,21:
Total nor-interest income $ 4128t $ 52,59! $ 50,72«

It should be noted that the amount of mortgage inankcome we record in any given quarter is likelyary, and therefore is diffict
to predict. Mortgage banking income depends, igdgrart, on the volume of loans originated whiahturn, depends on a variety of factors,
including changes in market interest rates and @odnconditions, competition, refinancing activiand residential mortgage loan demand.

Non-Interest Expense

Non-interest expense has two primary componentradipg expenses, which include compensation andft®, occupancy and
equipment, and G&A expenses; and the amortizatiegheoCDI stemming from certain of our business borations prior to 2009.

Non-interest expense fell $2.6 million sequentialhd $5.1 million year-over-year to $145.2 milliorthe three months ended
September 30, 2014. The sequential decline wabutble to a $2.6 million decrease in operatingesses to $143.2 million, together with a
modest drop in the amortization of CDI to $2.0 mill The year-over-year decline was attributabla $8.0 million decrease in operating
expenses and a $2.1 million decrease in the aratidizof CDI.

While compensation and benefits expense rose $lidmand $950,000, respectively, to $78.0 millionthe current third quarter, the
impact of these increases was exceeded by theibehséquential and year-over-year declines irupancy and equipment expense and
G&A expense. Occupancy and equipment expense @6l $00 and $723,000, respectively, to $23.6 milliothe current third quarter, whi
G&A expense fell $5.0 million and $3.3 million, pectively, to $41.5 million.

While the linked-quarter rise in compensation aaddfits expense largely reflects the impact of redmmid-year raises, the year-over-
year rise reflects a variety of factors, includthg expansion of certain beoffice departments, as well as normal salary iases and the
granting of stock awards early in the year. Thdides in G&A expense were primarily due to a redutin foreclosureaelated expenses ar
to a lesser extent, a decrease in FDIC insuraramipms. FDIC insurance premiums totaled $12.1 amlin the current third quarter, as
compared to $13.9 million and $12.8 million, respey, in the trailing and year-earlier three must

Income Tax Expense

Income tax expense includes federal, New York Statd New York City income taxes, as well as nortemial income taxes from
other jurisdictions where we have branch operatardor conduct our mortgage banking business.

In the three months ended September 30, 2014, iatarexpense totaled $68.8 million, reflectingnidd-quarter reduction of
$566,000 and a year-over-year increase of $2.8millWhile pre-tax income rose $1.0 million and®8hillion, respectively, to $189.1
million, the effective tax rate declined to 36.4&le current third quarter from 36.9% and 36.686pectively, in the trailing and year-earlier
three months.
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Earnings Summary for the Nine Months Ended Septembe30, 2014

Net Income

In the first nine months of 2014 and 2013, we geteel earnings of $354.2 million and $355.4 millimspectively, with both amounts
being equivalent to $0.80 per diluted share.

The following factors contributed to our curremb@imonth results:

We recovered $18.4 million from the allowance fmsdes on covered loans in the first nine montl®0a#, in contrast to
recording an $18.6 million provision for lossesamvered loans in the first nine months of 2C

Nor-interest expense fell $18.7 million year-over-year$439.4 million, as a $12.4 million decreaseperating expenses to
$432.9 million was coupled with a $6.3 million retion in the amortization of CD

In view of our asset quality and the adequacy ofatlowance for non-covered loan losses, we re@ribeprovision for losses on
non-covered loans in the first nine months of yk@ar. In the first nine months of 2013, we recorde’1 5.0 million provision for
losses on nc-covered loans

The benefit of the preceding factors was modesttgeded by the impact of the factors describedwaelo

Net interest income fell $12.6 million to $856.7llian in the current nin-month period, while our net interest margin destin
from 3.05% to 2.69%. The year-over-year declinesewtiee result of a $38.9 million reduction in prgment penalty income; a
17-basis point decline in the contribution of pnapant penalty income to our net interest margint tae replenishment of the
balance sheet with lower-yielding loans. While éiverage balance of loans rose $2.4 billion year-gear, the average yield on
such assets fell 61 basis points over that timadutition, while the average cost of interest-baaliabilities fell 17 basis points
from the yee-earlier level, the benefit was exceeded by the anpfia $4.0 billion increase in the average batasfcsuch funds

Nor-interest income fell $48.9 million year-over-yeéar$131.1 million, as the benefit of a $3.9 milligain on Visa shares sold
and an $11.3 million increase in other income wazeded by the combination of a $19.0 million reiurcin mortgage banking
income, a $12.4 million decline in net securitiesng, and the $29.6 million difference betweenRB¢C indemnification expen:
recorded in the current ni-month period and the FDIC indemnification incomeoreled in the first nine months of 20:

Net Interest Income

In the first nine months of 2014, we generatedmetest income of $856.7 million, reflecting a & tillion decrease from the year-
earlier amount. While interest expense fell $4.Rioni year-over-year, to $403.6 million, the benefas exceeded by the impact of a $16.8
million reduction in interest income to $1.3 billioln addition, our net interest margin decline@1©9% in the current nine-month period
from 3.05% in the year-earlier nine months.

The following factors contributed to the year-oyear declines in net interest income and net istarargin:

In the first nine months of 2014, prepayment pgrattome contributed $65.0 million to the interestome on loans and 25 basis
points to the average yield on such assets, atieddrom $103.9 million and 44 basis points, regpely, in the year-earlier nine
months. In 2013, the Company recorded a record téyrepayment penalty income as the improventettié Metro New York
economy sparked an increase in property transactwell as refinancing activil

Reflecting the declines in prepayment penalty inepas well as the replenishment of the loan padeotfelth loweryielding asset:
the interest income on loans fell $68.9 million yeaer-year to $1.1 billion and the average yieldaans fell 61 basis points to
4.13%.

The impact of the decline in the average yieldaank was somewhat tempered by a $2.4 billion iserégathe average balance
loans to $34.1 billion. In addition, the averagtahae of securities and money market investmersts $2.1 billion to $8.3 billior
bringing the average balance of inte-earning assets to $42.4 billion in the current-month period

Prepayment penalty income contributed 20 basistptinthe current nine-month margin, as compare¥tbasis points in the
yearearlier nine monthg

The average balance of interest-bearing liabilitteee $4.0 billion year-over-year, to $39.3 billias the average balance of
borrowed funds rose $2.1 billion to $14.8 billi@md the average balance of inte-bearing deposits rose $1.9 billi
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to $24.5 billion. While the average balance of G&lk$1.5 billion year-over-year, the decline waseeded by a $1.3 billion
increase in average savings accounts and a $8dhbricrease n average NOW and money market accot

* The impact of the increase in the average balaho#evest-bearing liabilities was tempered by ahsis point decline in the
average cost of funds to 1.37%. The decrease wésugble to a five-basis point decline in the rage cost of interest-bearing
deposits and a ~basis point decline in the average cost of borrofueds.

Net Interest Income Analysis (Year-Over-Year Compaison)

For the Nine Months Ended September 3(

2014 2013
Average Average
Average Yield/ Average Yield/
(dollars in thousand:s Balance Interest Cost Balance Interest Cost
Assets:
Interes-earning asset:
Mortgage and other loans, 1 $34,081,20 $1,056,58 4.1%% $31,688,40 $1,125,49 4.7%
Securities and money market investme?®) 8,344,58! 203,67¢ 3.2¢ 6,283,19 151,56( 3.21
Total interes-earning asset 42,425,78 1,260,26: 3.9¢ 37,971,59 1,277,05! 4.4¢
Nonr-interes-earning asse! 5,331,75! 5,848,001
Total asset $47,757,54 $43,819,59
Liabilities and Stockholders’ Equity:
Interes-bearing deposits
NOW and money market accoul $11,355,50 $ 28,39¢ 0.3% $ 9,235,74 $ 27,56¢ 0.4(%
Savings accoun! 6,424,94 24,47 0.51 5,122,93 15,517 0.4C
Certificates of depos 6,714,60. 55,85¢ 1.11 8,198,47! 64,22 1.0t
Total interes-bearing deposit 24,495,05 108,72t 0.5¢ 22,557,14 107,30( 0.64
Borrowed funds 14,837,36 294,86 2.6€ 12,762,35 300,46! 3.1¢F
Total interes-bearing liabilities 39,332,42 403,59: 1.37 35,319,50 407,76! 1.54
Nonr-interes-bearing deposit 2,460,28! 2,638,30
Other liabilities 205,97( 249,24
Total liabilities 41,998,67 38,207,05
Stockholder' equity 5,758,86! 5,612,54
Total liabilities and stockholde’ equity $47,757,54 $43,819,59
Net interest income/interest rate spr $ 856,67: 2.5%% $ 869,29: 2.94%
Net interest margi 2.65% 3.05%
Ratio of interest-earning assets to interest-bgarin
liabilities 1.08&x 1.0&x

(1) Amounts are net of net deferred loan origoratosts/(fees) and the allowances for loan lossebinclude loans held for sale and non-performing
loans.

(2) Amounts are at amortized co

(3) Includes FHLB stock

Provisions for/(Recovery of) Loan Losses

Provision for Losses on Nc-Covered Loans

No provision for losses on non-covered loans wesrded in the current nine-month period, as contptré15.0 million in the first
nine months of last year. Reflecting year-to-dateamarge-offs of $2.2 million, the allowance fos$es on non-covered loans was $139.7
million at September 30, 2014, as compared to ®1dillion at December 31, 2013.

(Recovery of)/Provision for Losses on Covered Loans

In the first nine months of 2014, we recovered $18illion from the allowance for covered loan loss@ contrast to recording an
$18.6 million provision for covered loan lossedtir first nine months of last year. While the cotmeine-month recovery was largely offset
by FDIC indemnification expense of $14.7 milliohetyear-earlier nine-month provision was largefgefby FDIC indemnification income
of $14.9 million. FDIC indemnification expense a@rdIC indemnification income were recorded in “Namerest income” in the respective
periods.
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For additional information about the provisions/facovery of) loan losses recorded in the curast year-earlier nineronth periods
please see “Allowances for Loan Losses” withindieeussion of Critical Accounting Policies and “AsQuality” within the Balance Sheet
Summary.

Non-Interest Income

Non-interest income totaled $131.1 million in therent nine-month period as compared to $180.0anilh the nine months ended
September 30, 2013. The year-over-year reductianpsienarily attributable to the following factos$19.0 million decline in mortgage
banking income to $46.5 million; a $12.4 millionctiee in net securities gains to $5.3 million; ahd $29.6 million difference between the
FDIC indemnification expense recorded in the curréne-month period and the FDIC indemnificationdme recorded in the year-earlier
nine months.

The decline in mortgage banking income was thesfiett of a $33.5 million decrease in income frorginations to $15.3 million an
a $14.5 million increase in servicing income to £3illion. In the first nine months of 2014, residial mortgage interest rates were higher
than they were in the year-earlier period, as ttezage 30-year CMT rose to 3.46% from 3.33%. Innine months ended September 30,
2014 and 2013, the high 30-year rates were 3.93%8#80% respectively, and the low 30-year rateswaspectively, 3.08% and 2.82%.

The impact of these factors was partly offset leylienefit of an $11.3 million increase in otheime to $42.1 million, and a $3.9
million gain on the sale of Visa Class B sharesréed in the first quarter of this year. Refleciethe year-oveyear increase in other inco
was a second-quarter gain of $6.0 million on the sacertain OREO properties, and a $7.2 milliooréase in revenues produced by PBC. In
the year-earlier nine months, other income wasemed by the recovery of $4.3 million on securitied previously had been classified as
“other-than-temporarily impaired.”

The following table summarizes the sources and amsoaf non-interest income for the nine months drfsieptember 30, 2014 and
2013:

Non-Interest Income Analysis

For the Nine Months

Ended
September 30,

(in thousands 2014 2013
Mortgage banking incom $ 46,507 $ 65,53(
Fee income 27,51: 28,53:
BOLI 20,53( 22,50¢
Net gain on sales of securiti 5,317 17,76¢
FDIC indemnification (expense) incor (24,710 14,86¢
Gain on Visa shares sc 3,85¢ -
Other income

Peter B. Cannell & Co., In 19,17¢ 12,01¢

Third-party investment product sal 10,54« 11,77:

Other 12,38( 7,031
Total other incom 42,10z 30,81¢
Total nor-interest incom $ 131,11« $ 180,02(

Non-Interest Expense

In the first nine months of 2014, we recorded natesiest expense of $439.4 million, $18.7 milliossi¢han the year-earlier amount.
The reduction was attributable to a $12.4 milli@tikase in operating expenses to $432.9 millioraa®®l 3 million decrease in CDI
amortization to $6.4 million.

The decline in operating expenses was driven .4 ®illion reduction in compensation and benefitpense to $228.6 million,
together with a $5.0 million reduction in G&A exmento $130.3 million. The benefit of the combinedréase was nominally tempered by a
$1.9 million rise in occupancy and equipment expens$74.0 million.

In the first nine months of 2013, compensation laedefits expense included retirement and severgrges of $6.0 million; no
comparable expense was recorded in the first nimetms of this year. The remainder of the declineampensation and benefits expense
largely reflects the benefit of various cost comtaent initiatives.
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The decline in G&A expense was primarily due taealiohe in expenses related to the management dmdfstmreclosed properties. In
addition, FDIC deposit insurance premiums fell $2iftion year-over-year to $39.4 million in thedtrnine months of 2014.

Income Tax Expense

Income tax expense rose $10.4 million year-overyeapreviously noted, to $212.6 million in thesfinine months of 2014. The
increase was partially due to a $9.2 million inseea pre-tax income to $566.8 million, and anéase in the effective tax rate from 36.27%
to 37.51%. In addition, the higher level of incotag expense reflects a one-time charge of $4.5amithat was recorded in the current year's
first quarter, in connection with the enactmenteitain New York State tax laws on March 31, 2014.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB  OUT MARKET RISK

Quantitative and qualitative disclosures aboutGbenpany’s market risk were presented on pages 3if-86r 2013 Annual Report on
Form 10-K, filed with the U.S. Securities and Exoga Commission (the “SEC”) on February 28, 2014s&guent changes in the
Company’s market risk profile and interest ratesgi@rity are detailed in the discussion entitleds&&t and Liability Management and the
Management of Interest Rate Risk” earlier in thiserly report.

ITEM 4. CONTROLS AND PROCEDURES

(a) Evaluation of Disclosure Controls and Procedwe

As of the end of the period covered by this repbet, Company carried out an evaluation, under gipersvision and with the
participation of the Company’s management, inclgdiar Chief Executive Officer and Chief Financidfi€er, of the effectiveness of the
design and operation of the Company’s disclosurgrots and procedures pursuant to Rule 13a-15¢dapted by the Securities and
Exchange Commission (the “SEC”) under the Secsriechange Act of 1934 (the “Exchange Act”). Baspdn that evaluation, the Chief
Executive Officer and Chief Financial Officer comdéd that the Company’s disclosure controls andgatares were effective as of the end of
the period.

Disclosure controls and procedures are the cordiridsother procedures that are designed to ensatrenformation required to be
disclosed in the reports that the Company filesutimits under the Exchange Act is recorded, precgessimmarized, and reported within the
time periods specified in the SEC’s rules and forisclosure controls and procedures include, withionitation, controls and procedures
designed to ensure that information required tdibelosed in the reports that the Company filesutimits under the Exchange Act is
accumulated and communicated to management, imgutie Chief Executive Officer and Chief Financficer, as appropriate, to allow
timely decisions regarding required disclosure.

(b) Changes in Internal Control over Financial Repiing

There have not been any changes in the Compartgisal control over financial reporting (as suamtés defined in Rules 13a-15(f)
and 15d-15(f) under the Exchange Act) during teedi quarter to which this report relates that haagerially affected, or are reasonably
likely to materially affect, the Company’s intermaintrol over financial reporting.

PART Il —OTHER INFORMATION

Item 1. Legal Proceedings

The Company is involved in various legal actiorisiag in the ordinary course of its business. Aitls actions, in the aggregate,
involve amounts that are believed by managemen¢ tonmaterial to the financial condition and reswit operations of the Company.

Item 1A. Risk Factors

In addition to the other information set forth mstreport, you should carefully consider the festtiscussed in Part |, “Item 1A. Risk
Factors,” in the Company’s Annual Report on ForrrKlfor the year ended December 31, 2013, as swthrfacould materially affect the
Company’s business, financial condition, or futtesults. There have been no material changes tasthéactors disclosed in the Company’s
2013 Annual Report on Form 10-K. The risks desctiipethe 2013 Annual Report on Form 10-K are netdhly risks that the Company
faces. Additional risks and uncertainties not cottyeknown to the Company, or that the Company
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currently deems to be immaterial, also may havagerial adverse impact on the Company’s businasmdial condition, or results of
operations.

Iltem 2. Unregistered Sales of Equity Securities andse of Proceeds

Shares Repurchased Pursuant to the Comp’s Stock-Based Incentive Plans

Participants in the Company’s stock-based incerglaas may have shares of common stock withheldlfidd the income tax
obligations that arise in connection with their mige of stock options and the vesting of theicktawards. Shares that are withheld for this
purpose are repurchased pursuant to the terme a@fgblicable stock-based incentive plan, rather thasuant to the share repurchase
program authorized by the Board of Directors, désctbelow.

During the three months ended September 30, 28&@4Company allocated $177,000 toward the repurobiasieares of its common
stock pursuant to the terms of its stock-basedhitie® plans, as indicated in the following table:

(dollars in thousands, except per share ¢
Total Shares of Commot Average Price Paic

Total
Third Quarter 2014 Stock Repurchased  per Common Share Allocation
July 1-July 31 8,83t $ 15.7¢ $ 13¢
August 1- August 31 - - -
September - September 3 2,371 15.9¢ 38
Total shares repurchas 11,20¢ 1582 $ 177

Shares Repurchased Pursuant to the Board of Dires’ Share Repurchase Authorization

On April 20, 2004, the Board of Directors authodzbe repurchase of up to five million shares ef @ompany’s common stock. Of
this amount, 1,659,816 shares were still availédnieepurchase at September 30, 2014. Under s#imb@zation, shares may be repurchased
on the open market or in privately negotiated twatisns. No shares have been repurchased undauthisrization since August 2006.

Shares that are repurchased pursuant to the Bé&ideztors’ authorization, and those that are repased pursuant to the Company’s

stock-based incentive plans, are held in our Tmyaaccount and may be used for various corporategses, including, but not limited to,
merger transactions and the vesting of restrictecksawards.

Item 3. Defaults Upon Senior Securities

Not applicable.

Iltem 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

Not applicable.
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Item 6. Exhibits

Exhibit 3.1: Amended and Restated Certificate of Incorpora®

Exhibit 3.2: Certificates of Amendment of Amended and Restatedif@ate of Incorporatiol®

Exhibit 3.3: Bylaws, as amended and reste®
Exhibit 4.1: Specimen Stock Certifica®

Exhibit 4.2: Registrant will furnish, upon request, copies ofradtruments defining the rights of holders ofdeterm debt instruments of the

registrant and its consolidated subsidiat

Exhibit 31.1 Certification pursuant to Rule 1-14(a)/15«-14(a)

Exhibit 31.2 Certification pursuant to Rule 1-14(a)/15+14(a)

Exhibit 32: Certifications pursuant to 18 U.S.C. 1z

Exhibit 101: The following materials from the Company’s QuastdRleport on Form 10-Q for the quarter ended Sepeerdd, 2014,

@)

(2)
®)

4)

formatted in XBRL (Extensible Business Reportingngaage): (i) the Consolidated Statements of Camditfii) the
Consolidated Statements of Income and Comprehehsieee, (iii) the Consolidated Statement of ChangeStockholders’
Equity, (iv) the Consolidated Statements of CasiwBland (v) the Notes to the Consolidated FinarRtalements

Incorporated by reference to Exhibits filediwthe Company’s Form 10-Q filed with the Secusitiend Exchange Commission on May 11, 2001 (File
No. 00(-22278).

Incorporated by reference to Exhibits filed witle tBompan’s Form 1K for the year ended December 31, 2003 (File N4-31565).

Incorporated by reference to Exhibits filedtwihe Company’s Form 8-K filed with the Securiteesd Exchange Commission on May 6, 2014 (File
No. 002-31565).

Incorporated by reference to Exhibits filed witle tBompan’s Registration Statement on For-1 (Registration No. 3:-66852).
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NEW YORK COMMUNITY BANCORP, INC.
SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd¢port to be signed on its behalf by
undersigned thereunto duly authorized.

New York Community Bancorp, In
(Registrant

DATE: November 7, 201 BY: /s/ Joseph R. Ficalor
Joseph R. Ficalora
President, Chief Executive Officer,
and Directol

DATE: November 7, 201 BY: /s/ Thomas R. Canger

Thomas R. Cangemi
Senior Executive Vice President
and Chief Financial Office
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Exhibit 31.1

NEW YORK COMMUNITY BANCORP, INC.

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Joseph R. Ficalora, certify that:

1. I have reviewed this quarterly report on Forn-Q of New York Community Bancorp, Inc

2. Based on my knowledge, this report does ndiagomny untrue statement of a material fact ot déonstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not
misleading with respect to the period covered Iy riyport;

3. Based on my knowledge, the financial statememd other financial information included in theport, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods
presented in this repol

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 18a)yHhd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hay

(@)

(b)

(€)

(d)

Designed such disclosure controls and proesgor caused such disclosure controls and proesdoibe designed
under our supervision, to ensure that materiarmédion relating to the registrant, including itmesolidated
subsidiaries, is made known to us by others withdase entities, particularly during the period ihieh this report is
being preparec

Designed such internal control over finanoggdorting, or caused such internal control ovearitial reporting to be
designed under our supervision, to provide readersgsurance regarding the reliability of financeglorting and the
preparation of financial statements for externappaes in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registsagitsclosure controls and procedures and presentbs report our
conclusions about the effectiveness of the discésantrols and procedures, as of the end of tHegpeovered by
this report based on such evaluation;

Disclosed in this report any change in théstegnt's internal control over financial reportititat occurred during the
registrant’'s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an almeport) that has
materially affected, or is reasonably likely to evally affect, the registra’s internal control over financial reportir

5. The registrant’s other certifying officer anldave disclosed, based on our most recent evatuatimternal control over
financial reporting, to the registrant’s auditorgldhe audit committee of the registrant’s boardigdctors (or persons
performing the equivalent functior

(@)

(b)

All significant deficiencies and material weakses in the design or operation of internal obotrer financial
reporting which are reasonably likely to adversafect the registrant’s ability to record, processnmarize and
report financial information; an

Any fraud, whether or not material, that involveamagement or other employees who have a signifiodain the
registran’s internal control over financial reportir

DATE: November 7, 201 BY: /s/ Joseph R. Ficalo

Joseph R. Ficalot
President, Chief Executive Office
and Directol



Exhibit 31.2

NEW YORK COMMUNITY BANCORP, INC.

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Thomas R. Cangemi, certify that:

1.
2.

5.

| have reviewed this quarterly report on Forn-Q of New York Community Bancorp, Inc

Based on my knowledge, this report does nataiomny untrue statement of a material fact ortéaongtate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not
misleading with respect to the period covered Iy riyport;

Based on my knowledge, the financial statememd other financial information included in theport, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods
presented in this repol

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 18a)yHhd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hay

(@)

(b)

(€)

(d)

Designed such disclosure controls and proesgor caused such disclosure controls and proesdoibe designed
under our supervision, to ensure that materiarmédion relating to the registrant, including itmesolidated
subsidiaries, is made known to us by others withdase entities, particularly during the period ihieh this report is
being preparec

Designed such internal control over finanoggdorting, or caused such internal control ovearitial reporting to be
designed under our supervision, to provide readersgsurance regarding the reliability of financeglorting and the
preparation of financial statements for externappaes in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registsagitsclosure controls and procedures and presentbs report our
conclusions about the effectiveness of the discésantrols and procedures, as of the end of tHegpeovered by
this report based on such evaluation;

Disclosed in this report any change in théstegnt's internal control over financial reportititat occurred during the
registrant’'s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an almeport) that has
materially affected, or is reasonably likely to evally affect, the registra’s internal control over financial reportir

The registrant’s other certifying officer ankdve disclosed, based on our most recent evatuatimternal control over
financial reporting, to the registrant’s auditorgldhe audit committee of the registrant’s boardigdctors (or persons
performing the equivalent functior

(@)

(b)

All significant deficiencies and material weakses in the design or operation of internal obotrer financial
reporting which are reasonably likely to adversafect the registrant’s ability to record, processnmarize and
report financial information; an

Any fraud, whether or not material, that inved management or other employees who have ais@ntitole in the
registran’s internal control over financial reportir

DATE: November 7, 201 BY: /s/ Thomas R. Canger

Thomas R. Canger
Senior Executive Vice President
and Chief Financial Office



Exhibit 32

NEW YORK COMMUNITY BANCORP, INC.

CERTIFICATIONS PURSUANT TO 18 U.S.C. SECTION 1350 AS ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

In connection with the Quarterly Report of New Y@&k&mmunity Bancorp, Inc. (the “Company”) on FormQGor the period
ended on September 30, 2014 as filed with the 8msuand Exchange Commission (the “Report”), thdersigned certify,
pursuant to 18 U.S.C. Section 1350, as adoptedipntrso Section 906 of the Sarbanes-Oxley Act 622¢hat:

1. The Report fully complies with the requirementssettion 13(a) or 15(d) of the Securities Exchangeof1934; anc

2. The information contained in the Report faphgsents, in all material respects, the finan@aldiion and results of
operations of the Company as of and for the permered by the Repol

DATE: November 7, 201 BY: /s/ Joseph R. Ficalo
Joseph R. Ficalol
President, Chief Executive Officer,
and Director

DATE: November 7, 201 BY: /s/ Thomas R. Canger
Thomas R. Canger
Senior Executive Vice President
and Chief Financial Office




