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Item 1. Financial Statements

ALLFIRST FINANCIAL INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

Three Months Ended Nine Months End
September 30,

September 30,

1999 1998 1999

(in thousands)

Interest Income
Interest and fees on loans and leases .............
Interest and dividends on investment securities:

..... $ 200,180 $200,206 $589,053 $594,

Taxable ..c.cccoovvviiiiiiie L 57,224 54,419 177,259 165,

Tax-exempt .... - 5,150 5,478 15451 16,

Dividends .....cccooeveiiiiiiieeiieeees L 2,914 2,271 7,024 8,
Interest on loans held-for-sale ...........cc...... ..~ . 181 3,303 1,178 16,
Other interestincome .......ccccccovvcvveeveeeee L 902 1,673 2,284 7,

Total interest and dividend income ...... ... 266,551 267,350 792,249 807,
Interest Expense
Interest on deposits ......cccvvevevvcveeeeeneeee L 88,955 98,684 269,496 297,
Interest on Federal funds purchased and other short -term
DOMTOWINGS wovvvveeieieeie e 27,142 23,946 78,996 66,
Interest on long-term debt ... L 17,028 12,126 44,341 37,
Total interest expense ......coeeeeeee. L 133,125 134,756 392,833 401,

Net Interest Income ........cccoceevvcveeeveeeees L 133,426 132,594 399,416 405,
Provision for credit losses ........ccccoceeeeeee. L 6,185 2,808 27,164 16,
Net Interest Income After Provision for Credit
LOSSES oot 127,241 129,786 372,252 388,
Noninterest Income
Service charges on deposit accounts ............... . .. 23,060 21,665 70,918 66,
Trust and investment advisory income ............... ... 20,662 17,994 60,556 52,
Electronic banking income ................. . 6,524 5384 17,991 15,
Mortgage banking income ..........oooevcvvceeee.. L 2,545 5,304 8,367 26,
Other income ..........cccceee —“— 22,441 28,602 71,205 81,
Securities gains (losses), net ......cccceeeeeeeee. L (12) 1,042 4,979 41,
Gain on sale of credit card loans ...........c......~ .. -- - - 60,

Total noninterest income ........ccccceeeeeee. L 75,220 79,991 234,016 343,
Noninterest Expense
Salaries and other personnel costs ......cccoeeeee. L 67,883 77,220 205,127 231,
Equipment COStS .......ocuveieeiiiiinenne - 9,292 10,455 33,826 32,
OCCUPANCY COSES ..oovvveveeeeiieieiiiiiiieeeee 9,158 9,483 27,411 28,
Other operating eXpenses .....ccccccecvveeeeeeeenes L 26,747 35,333 98,385 107,
Intangible assets amortization expense ............ ... 12,741 13,789 38,255 41,

Total noninterest expenses ........ccceeeeeee. L 125,821 146,280 403,004 441,
Income before income taxes .......ccccoeeeeeveeee. L 76,640 63,497 203,264 290,
INncoMe tax eXPENSE .....ccoevvvvvvvvvviiiieeeeeee 28,534 23,444 75,189 107,
NEt INCOME oovvveiviiiieeee e $ 48,106 $ 40,053 $ 128,075 $ 183,
Net Income Applicable to Common Shareholders ...... ... $ 48,005 $ 36,997 $122,416 $ 174,

See accompanying notes to consolidated financssients
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ALLFIRST FINANCIAL INC. AND SUBSIDIAIRIES

CONSOLIDATED STATEMENTS OF CONDITION

Assets

Cash and due from banks ..........cccccceveeennnn.

Interest bearing deposits in other banks ..........

Trading account SECUNties ...........cccceeuveeee.

Federal funds sold and securities purchased under r

Investment securities available-for-sale ..........

Loans held-for-sale ..........cccccvvvvvevennnnn.

Loans, net of unearned income of $205,921 and $199,
Commercial .........ccooeveiviiiiiiiiiiiens
Commercial real estate ..........cccc........
Residential mortgage
Retail ......ccvvvvveveeeee.
Creditcard ......coccvvvveveeeeeeeieiinin,
Commercial leases receivable .................
Retail leases receivable .....................
FOreign ......ocovveeiiiiiiie e

Total loans, net of unearned income .....
Allowance for credit [0SS€eS .........cccceeeennn.

Loans, net ....ccceeeeeiveveiiiiiinnnnn,

Premises and equipment ...........cccoeevviinnnne

Due from customers on acceptances .................
Intangible assets
Other assets ......ccccevviiiieiiiiiiiee s

Total assets ..........cceecvvenene

Liabilities and Stockholders' Equity
Domestic deposits:
Noninterest bearing deposits
Interest bearing deposits ....................
Interest bearing deposits in foreign banking office

Total deposits .......ccceeevivveeeene
Federal funds purchased and securities sold under r
Other borrowed funds, short-term ..................
Bank acceptances outstanding
Accrued taxes and other liabilities ...............
Long-term debt .......coeoiiiiiiiiiie

Total liabilities ..................

4.50% Cumulative, Redeemable Preferred Stock, $5 pa
$100 liguidation preference per share: authorized
Shares ......cccoviiiieiie e

Stockholders' equity:

7.875% Non-cumulative preferred stock, Series A, $5
share, $25 liquidation preference per share; auth
shares; issued 6,000,000 shares .................

Common Stock, $1/7 par value per share; authorized
shares, issued 597,763,495 shares ...............

Capital surplus .......ccccvveeveveieeeeeeeninnns

Retained earnings

Accumulated other comprehensive (loss) income .....

Total stockholders' equity .........

Total liabilities, redeemable prefer
stockholders' equity .............

See accompanying notes to consolidated financsgstents

(Unaudited)

September 30, December 31,
1999 1998

(in thousands,
except per share amounts)

$ 860,436 $ 1,206,178

1,337 1,478

45,583 42,528
esale agreements ... 63,965 130,916
.................... 4,486,040 4,815,087
.................... 10,166 84,254

.................... 3,761,291 3,452,416
.................... 2,350,310 2,305,639
696,224 827,103
2,916,118 2,739,984
14,746 15,234
578,935 540,395
.................... 362,164 318,582
.................... 290,049 365,067

.................... 10,969,837 10,564,420
.................... (157,351) (157,351

.................... 10,812,486 10,407,069

205,732 203,903
5,531 12,253
854,471 893,584
645,616 497,670

.................... $17,991,363 $ 18,294,920

$ 2,839,570 $ 3,276,589
9,205,489 8,623,861
247,742 356,601

.................... 12,292,801 12,257,051

epurchase agreements 1,346,472 2,185,794

.................... 617,400 377,927
. 5,531 12,253

.................... 721,436 586,137
.................... 1,195,239 856,320

.................... 16,178,879 16,275,482

r value per share,
and issued 90,000

.................... 8,282 8,111
par value per
orized 8,910,000
- 30,000
85,395 85,395

581,988 701,988
1,202,810 1,170,565
(65,991) 23,379

.................... 1,804,202 2,011,327

red stock and
.................... $17,991,363 $ 18,294,920




ALLFIRST FINANCIAL INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS'

Nine Months Ended September 30, 1998

Balance, December 31, 1997 ..........cccovveeenne
Net iNCOME .....coocvvveiiiiiiieeeee e
Other comprehensive income, net of tax:
Minimum pension liability adjustment .........
Change in unrealized gains/losses on investmen
securities, net of reclassification adjustme
Other comprehensive income
Comprehensive income ..................
Accretion of redeemable preferred stock ...........
Dividends declared on common stock
Dividends declared on preferred stock

Dividends declared on redeemable preferred stock ..

Balance, September 30, 1998 .............ceen.

Nine Months Ended September 30, 1999

Balance, December 31, 1998 ...........cccceeeenne
Net iNCOME .....coviiviiiiiiiiii e
Other comprehensive income, net of tax:
Minimum pension liability adjustment .........
Change in unrealized gains/losses on investmen
securities, net of reclassification adjustme
Other comprehensive income ..........
Comprehensive income .............
Redemption of preferred stock .....................
Accretion of redeemable preferred stock ...........
Dividends declared on common stock .....
Dividends declared on preferred stock ..... .

Dividends declared on redeemable preferred s'tock .

Balance, September 30, 1999 ..........cccceeeennee

Nine Months Ended September 30, 1998

Balance, December 31, 1997 ..........cccovveeennne
Net iNCOME ......oocvvveiiiiiiie e
Other comprehensive income, net of tax:
Minimum pension liability adjustment .........
Change in unrealized gains/losses on investmen
securities, net of reclassification adjustme

Other comprehensive income ...............
Comprehensive income ..................
Accretion of redeemable preferred stock ...........

Dividends declared on common stock ................
Dividends declared on preferred stock .............

Dividends declared on redeemable preferred stock ..

Balance, September 30, 1998 ...........cccceeenee

Nine Months Ended September 30, 1999

Balance, December 31, 1998 ...........ccceeevenne
Net iNnCOMe ....cooovvviiiiiieeeeee e

EQUITY
(Unaudited)
Preferred Common Ca pital
Stock Stock Su rplus
(in thousands)
........ $ 30,000 $ 85,395 $70 1,988
i .......
nt (1) - - --
........ $ 30,000 $ 85,395 $70 1,988
........ $ 30,000 $ 85,395 $70 1,988
i .......
nt (1) - - -
(30,000 - @ 0,000)
........ $ - $ 85,395 $58 1,988
Accumulated
Other
Compre-
hensive
Income Retained
(Loss) Earnings To tal
(in thousands)
........ $ 33,594 $1,021,880 $1,87 2,857
........ - 183,206 18 3,206
........ (240) - (240)
t
nt(1). 17,574 -- 1 7,574
........ 1 7,334
........ 20 0,540
........ - (104) (104)
........ - (57,000) (5 7,000)
........ - (8,865) ( 8,865)
........ - (304) (304)
........ $ 50,928 $1,138,813 $2,00 7,124
........ $ 23,379 $1,170,565 $2,01 1,327
........ - 128,075 12 8,075



Other comprehensive income, net of tax:

Minimum pension liability adjustment ......... . ... (603) --
Change in unrealized gains/losses on investmen t
securities, net of reclassification adjustme nt (1) (88,767) - (8
Other comprehensive income .......... ... (8
Comprehensive income .............. ... - -- 3
Redemption of preferred stock ..................... -- -- (15

Accretion of redeemable preferred stock . -- (171)
Dividends declared on common stock ...... - (90,000) 9
Dividends declared on preferred stock ............. s - (5,356) (
Dividends declared on redeemable preferred stock .. ... -- (303)
Balance, September 30,1999 ........ccceveveeeee. L $ (65,991) $1,202,810 $1,80
(1) Disclosure of reclassification amount:

Nine M

Sept

1999
Net unrealized holding gains (losses) on investment securities arising during period....... $(85,757
Less: reclassification adjustment for realized gain s included in net income ............... 3,010
Change in unrealized gains/losses on investment sec urities, net of taX ..........c.c...... $(88,767

See accompanying notes to consolidated financsients
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ALLFIRST FINANCIAL INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Nine Months Ended
September 30,
1999 1998
(in thousands)
Operating Activities
NELINCOME .o s $ 128,075 $ 183,206

Adjustments to reconcile net income to net cash pro vided by operating activities:
Provision for credit losses....................
Provision for other real estate losses.
Depreciation and amortization...........
Deferred income tax (credit) expense...........
Net gain on the sale of assets.................
Net decrease in loans originated for sale......
Net increase in trading account securities.....
Net decrease in accrued interest receivable....
Net increase (decrease) in accrued interest pay

27,164 16,930
1,890 337
64,400 63,457
(34,781) 40,601
(6,944)  (101,965)
74,088 375,689
(18,678)  (32,833)
1,864 5,115
23,750  (3,512)

Other, Net.......cccooveviieiiicicicn 95,508 (8,495)
Net cash provided by operating activitie Sttt 356,336 538,530
Investing Activities
Proceeds from sales of investment securities av ailable-for-sale............ccoccovvviinnnnnn, 1,359,073 2,875,947
Proceeds from paydowns and maturities of invest ment securities available-for-sale.............. 672,592 585,233

Purchases of investment securities available-fo
Net decrease in short-term investments.........
Net disbursements from lending activities of ba
Principal collected on loans of nonbank subsidi
Loans originated by nonbank subsidiaries.......
Principal payments received under leases.......
Purchases of assets to be leased...............
Proceeds from the sale of other real estate....
Net purchases of premises and equipment........
Proceeds from the sale of credit card loans....
Other, Net.......cccvvvveeeeieeeeeeieeeeeeee,

(1,881,885) (3,041,586)
59,453 25,467
(457,296)  (432,755)
(7,205) 36,710
7,884  (28,139)
3,890 3,380
(1,063)  (3,211)
28,310 7,618
(26,374)  (49,362)
- 197,369

(3,372) 3,224

Net cash (used) provided by investing ac
Financing Activities

Net increase (decrease) in deposits............

Net (decrease) increase in short-term borrowing

35,750  (738,443)
(584,836) 46,790

Proceeds from the issuance of long-term debt... 299,615 -
Principal payments on long-term debt........... (60,000) (50,000)
Proceeds from the issuance of subordinated capi 98,903 -
Redemption of Preferred Stock.................. (150,000)

(95658)  (66,169)

Cash dividends paid............cccocervenne

Net cash used for financing activities.. L (456,226)  (807,822)
Decrease in cash and cash equivalents.............. L (345,883) (89,397)
Cash and cash equivalents at January 1,............ 1,207,656 1,079,665
Cash and cash equivalents at September 30,......... . $ 861,773 $ 990,268

Supplemental Disclosures
Interest payments...........c.ceceeennene
Income tax payments, net of tax refunds....
Noncash Investing And Financing Activities
Loan charge-offs.........ccccoceerennns
Transfers to other real estate and other as

$ 369,083 $ 404,890
29,232 30,493

33,332 24,459
26,209 6,410

See accompanying notes to consolidated financsgsients



ALLFIRST FINANCIAL INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
1. Basis of Presentation

The accompanying unaudited consolidated finant@éments of Allfirst Financial Inc. and Subsidési("Allfirst"), formerly First Maryland
Bancorp, have been prepared in accordance withrgilgnaccepted accounting principles for interimdfincial reporting. Accordingly, they do
not include all information and footnotes requibgdgenerally accepted accounting principles for plete financial statements. In the opin
of management, all adjustments (which consist &f oormal, recurring accruals) necessary for aga@sentation have been included. Cel
amounts in prior periods have been reclassifieddéonparative purposes. Operating results for the month period ended September 30,
1999 are not necessarily indicative of the regii$ may be expected for the year ended Decemhdr9®8. These unaudited financial
statements should be read in conjunction with tititad financial statements and related notes dedun Allfirst's 1998 Annual Report on
Form 10-K.

Allfirst has reclassified certain categories ofante and expense. Network service fees and VISA{Rlties previously shown as noninterest
expenses, are now offset against the associateduevand shown on a net basis as noninterest indomaw category titled electronic
banking income captures Automated Teller Machi®e 1") fees, surcharge revenue and interchange irectiom VISA(R) debit card
transactions. Previously ATM fees were presentat deposit service charges and debit card inconsepresented with credit card income.

2. Investment Securities

The amortized cost and fair value of availabledale securities at September 30, 1999 are as faillow

Gross Gross
Amortized Unrealized Unrealized F air

Cost Gains Losses \% alue

(in thousands)

U.S. Treasury and U.S. Government agencies ........ ... $ 213534 $ 40 $ (2,920) $ 2 10,654
Mortgage-backed obligations ....................... s 2,143,774 899  (79,807) 2,0 64,866
Collateralized mortgage obligations ............... ... 1,063,052 1,960 (11,469) 1,0 53,543
Asset-backed securities ........cccccceveeeeennnn. ... 419,567 93 (2,952) 4 16,708
Obligations of states and political subdivisions... 438,043 3,612 (9,507) 4 32,148
Other debt securities ...........cocceeeevinenen. 71,010 - - 71,010
Equity securities .........ccccceeveiiinennnn. .. 241,598 1,757 (6,244) 2 37,111
TOtal evieiiiiie e ... $4,590,578 $ 8,361 $(112,899) $4,4 86,040




ALLFIRST FINANCIAL INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
3. Long-term Debt
Following is a summary of the long-term debt offiddit at September 30, 1999 and December 31, 1998:

September 30, December 31,

1999 1998

(in thousands)
10.375% Subordinated Capital Notes due August 1, 19 99 ... $ - $ 59,995
Adjustable rate Federal Home Loan Bank Advances ... ... 400,000 200,000
8.375% Subordinated Notes due May 15, 2002 ........ .. 99,886 99,853
7.20% Subordinated Notes due July 1, 2007 ......... . ... 199,912 199,903
6.875% Subordinated Notes due June 1, 2009 ........ e 99,628 -
Floating rate Subordinated Capital Income Securitie s due
January 15, 2027 oo e, 147,907 147,690
Floating rate Subordinated Capital Income Securitie s due
February 1, 2027 ..ccccoovevviiiiiieiiieeeeeees e, 148,765 148,640
Floating rate Non-Cumulative Subordinated Capital T rust Enhanced
Securities due July 15, 2029 .....ccccocvvveeeee. 98,931
Obligations under capitalized leases ............... ... 210 239

Total covvciieiiieiieeeeeee . $1,195,239  $ 856,320

All of the long-term debt of Allfirst is unsecureeixcept the Federal Home Loan Bank Advances. Imexst securities with a market value of
$433 million were pledged to secure these borrowatgSeptember 30, 1999. The Federal Home Loan Bdwances mature $200 million
December 4, 2000 and $200 million on August 20,1200

The 6.875% Subordinated Notes mature on June B, 2dth interest payable semi-annually and areredéemable prior to maturity.

Allfirst repaid the 10.375% Subordinated Capitak®oon June 2, 1999 using $60 million of the prdsdeom the issuance of the 6.875%
Subordinated Notes.

The Floating Rate Non-Cumulative Subordinated TEmtanced Securities ("SKATES") were issued thraaigbnsolidated subsidiary,
Allfirst Preferred Capital Trust ("Allfirst Capitalrust"). Allfirst Capital Trust is a statutory bosss trust formed on June 29, 1999 under the
laws of the State of Delaware for exclusive purgase(i) issuing the SKATES and common securities,

(i) purchasing Asset Preferred Securities issuedltirst Preferred Asset Trust ("Allfirst Assetriist’) and (iii) engaging in only those other
activities necessary or incidental thereto. Altfiksset Trust is a statutory business trust fororedune 29, 1999 under the laws of the Sta
Delaware for exclusive purposes of (i) issuingAsset Preferred Securities and common securiiigéesting the gross proceeds of the
asset securities in a junior subordinated debemtufd!first Financial Inc. and other permitted iestments and (iii) engaging in only those
other activities necessary or incidental therettfirét Financial Inc. holds 100% of the common geties of both trusts.

8



ALLFIRST FINANCIAL INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)

Distributions on the SKATES are nawsnulative. The distribution rate on the SKATERiigate per annum of three month LIBOR plus 1.t
of the stated liquidation amount of $1,000 per SKAT reset quarterly on October 19, January 19, Afriand July 19 in each year. The
distributions will be paid if, as and when AllfirSapital Trust has funds available for payment. SKATES are subject to mandatory
redemption if the Asset Preferred Securities ofilsl Asset Trust are redeemed. Allfirst Asset Trudl redeem the Asset Preferred Securi
if the junior subordinated debenture of AllfirsnBincial Inc. held by the Allfirst Asset Trust isleemed. Allfirst Financial Inc. may redeem
the junior subordinated debentures, in whole grart, at any time on or after July 15, 2009 wité ghior consent of the Federal Reserve
Board and the Central Bank of Ireland. Allfirst As3rust will redeem the Asset Preferred Securéitesn amount equal to $1,000 plus
accrued and unpaid distributions for the curremtrprly period form the last distribution date. Agqual amount of the SKATES will be
redeemed upon any redemption of the Asset Pref&eedrities at an amount per SKATE equal to $1{#08 accrued and unpaid
distributions from the last distribution paymentad&llfirst Financial Inc. has guaranteed, on badinated basis, the payment in full of all
distributions and other payments on the SKATESioextent that the Allfirst Capital Trust has futelgally available.

4. Line of Business Reporting

Allfirst has determined that its major lines of ness are those that are based on Allfirst's metidaaternal reporting, which separates its
business on the basis of products and servicefirsfill reportable business lines are Retail Bagk@®orporate Banking, Real Estate Finance,
Trust and Investment Advisory Services, and TraadRetail Banking provides loans, deposits, mutuad and annuity products, and credit
life insurance to consumers and commercial smalinass customers. Corporate Banking provides coniatdéoans, letters of credit,
derivative financial instruments, foreign exchaagel cash management products and services to domedtinternational corporate
customers. Real Estate Finance provides construatid property loans and letters of credit to ddimesrporate customers. It is also
involved in mortgage banking activities relatedrtolti-family housing loan programs and residentimartgage lending. Trust and Investment
Advisory Services provides investment advisoryestment, and fiduciary services to individual, ilagional and corporate clients. Treasury
is responsible for managing and controlling theitiéty, funding and market risk needs of Allfir@ther business lines includes smaller
business units. The revenues and expenses inlmikiress lines are primarily related to merchantises. Lines of business from which
Allfirst has exited are classified under discon@idbusiness lines. Discontinued business linesdiechny gain or loss realized on the sale of
the assets of the business line. As the table amelc gains on the sale of credit card loans ir8 12&%e been classified under discontinued
business lines. Other includes inter-segment incelim@nation and unallocated income and expensefjding goodwill and other intangible
asset amortization. Other also receives a credfufads provided and charges for funds used.

Allfirst's internal accounting process is baseguoactices which support the management structupdlfifst, and the resulting data is not
necessarily comparable with similar informatiomnfrother financial institutions. Net income reflectsts directly associated with each
business line plus an appropriate share of corpanatrhead expenses. A match funded transfer griyistem is used to allocate interest
income and expense, with a business line receiedit for funds provided and charges for fundsdutean loss provisions and the
allowance for credit losses are allocated basdth@iredit risk of each business line's loan pbafand the changes therein. Capital is
assigned to each business line based on reguld&rpased capital guidelines. Interest rate risikggregated from all lines and classified
under "Treasury". In addition, Treasury includegeistment portfolio revenue, wholesale funding espsrand other revenue and expenses
associated with the Treasury unit.



ALLFIRST FINANCIAL INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
4. Line of Business Reporting (continued)

The following tables present operating informatadiout each of Allfirst's business lines for theeninonths ended September 30, 1999 and
1998. Net interest income is presented on a faltyetquivalent ("FTE") basis, therefore, interesbime from tax exempt earning assets is
increased by an amount equivalent to the fedecalnie taxes that would have been paid if this incarag taxable at the statutory Federal
Income tax rate of 35%. The offset to this adjuste made to income tax expense.

Business Line Results Nine Months Ended Septemhet 39

Trust and
Real Investment Other Total
Retail C orporate  Estate Advisory Busines s Business
(in thousands) Banking Banking Finance Services Treasury Lines Lines
Net interest income (FTE) $246,417 $129,322 $27,704 $ 1,828 $22,797 $ 76 4 $428,832
Noninterest income ........... . 56,026 59,709 13,372 68,505 3,758 20,57 2 221,942
Securities gains, net .......... . - - - - 4,979 - - 4,979
Total revenues .................. 302,443 189,031 41,076 70,333 31,534 21,33 6 655,753
Total noninterest expenses, excluding
intangible asset amortization ....... 180,415 92,087 18,573 39,254 6,909 11,72 1 348,959
Goodwill and other intangible asset
amortization ..........cccocueee 678 - - 821 - - - 1,499
Provision for credit losses ......... 10,076 12,043 1,276 46 -- 16 5 23,606
Income before income taxes ...... 111,274 84,901 21,227 30,212 24,625 9,45 0 281,689
Income tax expense (FTE) ............ 42,228 32,220 4,184 11,568 8,912 3,58 6 102,698
Netincome .......ccccoeveeenns $ 69,046 $52,681 $17,043 $18,644 $15,713 $ 5,86 4 $178,991
(in millions)
Average assets .........ccccoeuenns $5368 $ 1712 $ 69 $ 4955 $ 17 8 $20,717
Average loans ....... 4,773 1,612 13 -- 9 3 10,572
Average deposits 1,479 80 56 2,221 - - 11,868
Allocated equity ........ccccueeenne 705 176 11 124 1 1 1,420
Total
Business Consolidated
(in thousands) Lines Other Total
Net interest income (FTE) ............ $428,832 $(18,087) $410,745
Noninterest income ................... 221,942 7,095 229,037
Securities gains, net . 4,979 - 4,979
Total revenues ................... 655,753 (10,992) 644,761
Total noninterest expenses, excluding
intangible asset amortization .... 348,959 15,791 364,750
Goodwill and other intangible asset
amortization ..................... 1,499 36,756 38,255
Provision for credit losses .......... 23,606 3,558 27,164
Income before income taxes ....... 281,689 (67,097) 214,592
Income tax expense (FTE) .. ... 102,698 (16,181) 86,517
Netincome ........cccoeeeeenne $178,991 $(50,916) $128,075
(in millions)
Average assets .......ccoceevueenne $(3,025) $17,692
Average loans ....... . 75 10,647
Average deposits .. 83 11,951
Allocated equity .......cccvvvvveeens 497 1,917
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ALLFIRST FINANCIAL INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continu ed)

4. Line of Business Reporting (continued)

Business Line Results Nine Months Ended Septemhet 38

Retail
(in thousands) Banking
Net interest income (FTE) . $244,594
Noninterest income ........... 53,215
Securities gain, net ............ --
Total revenues 297,809

Total noninterest expenses, excluding

intangible asset amortization .... 188,465
Goodwill and other intangible assets . 678
Provision for credit losses .......... 6,900

Income before income taxes ........ 101,766
Income tax expense (FTE) ............. 40,234

Netincome .......ccccoocvereennee. $ 61,532
(in millions)

Average assets ........ccccoeuveenns $ 8,738

Average loans .

Average deposits .........cccceeeenne 8,326

Allocated equity ..........cocuueeee. 402
Total

Continuing

(in thousands) Business

Lines

Net interest income (FTE) $424,041
Noninterest income ........... ... 193,313
Securities gain, net ................ 41,401
Gain on sale of credit card loans ... --

Total revenues .................. 658,755
Total noninterest expenses, excluding
intangible asset amortization ... 339,945
Goodwill and other intangible asset
amortization ..........cccocuee 1,499
Provision for credit losses ......... 23,025
Income before income taxes ...... 294,286
Income tax expense (FTE) ............ 108,346
Netincome .........ccceeveenen. $185,940
(in millions)
Average assets .......ccceeeeueenne $ 20,055
Average loans ..........ccccveeeeen 10,045
Average deposits ..........cccuee. 11,961
Allocated equity ...........cc.c..... 1,355

Trust and Total
Real Investment Othe r Continuing
Corporate  Estate Advisory Busine ss Business
Banking Finance Services Treasury Line S Lines
$129,829 $26,723 $ 3,396 $20,718 $(1,2 19) $424,041
51,095 10,526 56,831 3,095 18,5 51 193,313
- - - 41,401 - 41,401
180,924 37,249 60,227 65,214 17,3 32 658,755
81,125 16,881 36,848 8,087 8,5 39 339,945
- - 821 - 1,499
12,014 1,795 53 - 22 63 23,025
87,785 18,573 22,505 57,127 6,5 30 294,286
34,507 4,569 9,219 17,323 24 94 108,346
$53,278 $14,004 $13,286 $39,804 $ 4,0 36 $185,940
$ 5096 $ 1,721 $ 187 $ 4,229 $ 84 $ 20,055
4,533 1,646 13 - 18 10,045
1,501 72 172 1,890 - 11,961
657 150 14 124 8 1,355

Discontinued
Business Consolidated
Lines Other Total
$ 8,576 $(15,839) $416,778
45,090 3,638 242,041
- (6) 41,395
60,000 - 60,000

113,666 (12,207) 760,214
43,011 17,181 400,137

287 40,014 41,800
1,143 (7,238) 16,930

69,225 (62,164) 301,347
27,042 (17,247) 118,141

$42,183 $(44,917) $183,206

$ 538 $(3,650) $16,943
236 (146) 10,135
- 64 12,025
55 527 1,937
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ALLFIRST FINANCIAL INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
5. Stock Options

During the second quarter of 1999, Allfirst implemed an employee stock option program called Atif8hares. Each full and part-time
employee who was eligible for employee benefits wad employed by the Company as of May 4, 1999veden option to purchase up to
100 American Depository Receipts ("ADRs") of Alligish Banks, p.l.c., Allfirst's parent ("AIB"). fotal of 602,200 options were granted.
The option grant price is $31.67 per ADR, the faarket value of the ADRs at the date of the gréhé options may be exercised:

(i) any time after May 4, 2002 and before May 4020as long as the closing price of AIB ADRs hagaded or exceeded 150% of the
exercise price for five consecutive days at angtafter the grant date; or (ii) any time after Miay2004, regardless of the price of the ADRs.
The options must be exercised within 10 years @y thill expire. The Allfirst Shares program is paftthe 1997 Stock Option Plan described
below.

Allfirst's 1997 Stock Option Plan provides for tip@ant to key employees of options to acquire AIBRE The options are granted at no less
than the fair market value of the stock at the détbe grant. Other options granted on Februath999, May 4, 1999 and August 10, 1999
vest one half in 24 months and one half in 36 m®ftbm the grant date and must be exercised witBipears of the grant date or they will
expire.

Allfirst and an independent trustee created a tsth acquired AIB ADRs in the open market witle {iroceeds of a loan from Allfirst.
Proceeds of option exercises and any dividendo#ret earnings on the trust assets will be usedgay the loan to the trust. Option holders
have no preferential rights with respect to thettassets, and the trust assets are subject ttaihes of Allfirst's general creditors in the event
of insolvency. The AIB ADRs held by the trust atassified on Allfirst's financial statements aséatment securities available-for-sale. At
September 30, 1999, investment securities avaiaiieale included $105.5 million of AIB common ABRelated to the Allfirst Shares Plan
and other options granted under the 1997 Stocko®@fRRlan. Any decline in value of the AIB ADRs irettrust will be reflected as an
unrealized loss on investment securities avail&inesale and reflected in other comprehensive ireamstockholders' equity. AIB will not
issue any securities in connection with the Stopkidh Plan, will not receive any proceeds froméhercise of the options, and otherwise has
no rights or obligations with respect to the St@gkion Plan.

The summary of the status of Allfirst's stock optfan as of September 30, 1999 and changes dinéngeriod ending September 30, 19¢
presented below:

1997 Stock Option Plan

Weighted-
Shares Average
(000) Exercise Price

Outstanding at beginning of year (a) .............. 29793 $ 2231
Granted ........ooocveveiiiiiiiieeee s 2,174.3 28.05
EXercised .......ccocoveeieiiiieiieiiiii (486.5) (18.67)
Forfeited ........oooviieeiiiiieeieeee (221.6) (26.66)
Outstanding at September 30, 1999 ................. 4,4455 $ 25.30

(a) Adjusted for 3 for 1 stock split.
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ALLFIRST FINANCIAL INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)

5. Stock Options (continued)

The following table summarizes information abowetl options outstanding at September 30, 1999:

Options Outstanding Options Exercisable
Number Number
Outstanding Weighted-Average Exercisable
At 9/30/99 Remaining We ighted-Average At 9/30/99 Weighted-Average
Exercise Price  (000)  Contractual Life Exercise Price (000) Exercise Price
$18.67 1,106.6 5.3 years $18.67 1,106.6 $18.67
26.42  1,119.6 9.0 years 26.42 - -
29.29 75.0 9.1 years 29.29 - -
34.04 82.8 9.4 years 34.04 - -
31.67 624.7 9.6 years 31.67 - -
26.05 1,436.8 9.9 years 26.05 - -
Total 4,445.5 8.5 years $25.30 1,106.6 $18.67

For purposes of providing the pro forma disclosuesgiired under SFAS No. 123, the fair values oflsoptions granted were estimated at
the date of the grants using a Black-Scholes ogtraing model. The following details the weightaeerage assumptions used and resulting

fair values provided by the option pricing model:

Stock Options Stock Options Stock Options
Granted on Grantedon  Gran ted on
2/9/99 5/4/99 8/1 0/99
Expected future dividend yield ..........ccoeeee.. L. 3.06% 2.96% 2. 67%
Volatility factor .........cccceecveeenne L .2950 .3036 3 254
Risk free interestrate .........ccoeceevvcve. L 5.010% 5.380% 5.8 70%
Expected life of options .........cccoevvvveeee.. L 10.0years 5.5years 5.5 years
Fair value per share of stock options granted...... ... $10.47 $10.61 $8 .03

The pro forma net income of Allfirst that would lealveen recognized in the consolidated statememtsaie if the fair value method of
accounting for stock options had been used is $12lion and $180.2 million, respectively, for thene months ended September 30, 1999
and 1998, representing a reduction of $2.6 miliod $3.0 million, respectively.
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ALLFIRST FINANCIAL INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continu ed)
6. Litigation

Various legal actions and proceedings are pendingiving Allfirst Financial Inc. or its subsidiaseManagement believes that the aggregate
liability or loss, if any, resulting from such Idgections and proceedings will not be material tifirst's financial condition or results of
operations. Included among the outstanding litayats a class action lawsuit instituted by Daugbéposit Bank and Trust Company
("Dauphin Deposit") in the Court of Common Pleagoimberland County, Pennsylvania on February 284 18eeking a declaratory
judgment from the Court specifically permitting [pduin Deposit to discontinue an 18 month variabterist rate deposit product carryin
minimum interest rate of 10% for the 18 month tewhich is held in certain individual retirement anats ("IRAs"). The aggregate balance
of the IRAs was approximately $219 million at Seplber 30, 1999. Dauphin Deposit's right to termihgevariable interest rate deposit
product was in dispute and was challenged by tihdeh® of the IRAs in question. Several days afierdcommencement of trial in April 1996,
Dauphin Deposit and representatives of the claashier an agreement in principle to settle theglitign and the trial was continued pending
negotiation of a settlement agreement. Dauphin Biepad representatives of the class filed a setid agreement with the Court on May
1996 which permitted Dauphin Deposit to termin&ie 18 month variable rate product as to all clasmbers on the effective date of the
settlement and, in consideration, the balancelsasfe accounts were to be automatically depositedénof three new certificates of deposit
established by Dauphin Deposit for purposes oktitdement. All class members were given the opidtst to file objections to the proposed
settlement or elect to be excluded from the claskthe proposed settlement. Approximately 89 of4l3d5 class members filed formal
objections to the settlement with the Court anaflthe class members elected to opt out of théesatint. A hearing was held before the
Court on June 21, 1996 for the purpose of obtaittiegCourt's approval of the settlement agreenfdrthe hearing, counsel for Dauphin
Deposit and counsel for the representatives aflafis members jointly moved for the Court's adoptibthe settlement agreement and made
argument in favor thereof. The Court, by Orderéssduly 11, 1996, denied the joint motion of Dangbeposit and the representatives of the
class for settlement of the class action in acawdavith the terms and conditions of the settleragnéement. Dauphin Deposit filed its
Notice of Appeal from the trial Court's Order demyihe settlement to the Superior Court of Penm@syéson August 9, 1996. On July :

1997, the Superior Court reversed the trial Codisapproval of the settlement agreement and didettte trial Court to approve the
settlement. On July 23, 1997, the class filed apligption for Reargument with the Superior Courtishhwas denied on September 22, 1997.
On October 20, 1997, the class filed a PetitionMitmwance of Appeal with the Supreme Court of Pervania (the "Petition™) which was
granted on March 31, 1998. The Supreme Court he@ldargument on November 16, 1998. On March 2891the Supreme Court affirmed
the decision of the Superior Court. The class fdadapplication for reargument with the SupremerComi April 9, 1999 which was denied

the Supreme Court on May 13, 1999. On June 18,,1883Court issued an order approving the settlén@m September 23, 1999, the Court
issued a further order establishing November 19%89the Settlement Effective Date. As part ofcitwert's order, the court also stated that the
maturity dates of the settlement certificates qfasét would be October 1, 2006. Dauphin DepositMidifirst Bank) is working on
implementing the settlement. The settlement isempected to have a material impact on Allfirst Bank
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations
FORWARD-LOOKING STATEMENTS

Certain information included in the following sextiof this report, other than historical informationay contain forward-looking statements
within the meaning of the Private Securities Litiga Reform Act of 1995. The forwaldoking statements are identified by terminologygle
as "may", "will", "believe", "expect", "estimate'anticipate”, "continue", or similar terms. Actuakults may differ materially from those
projected in the forward-looking statements. Facthat could cause actual results to differ matgrieom those in the forward-looking
statements include, but are not limited to: globatjonal and regional economic conditions; lewlmarket interest rates; credit or other ri

of lending and investment activities; competitivel aegulatory factors; and technological change.
BUSINESS OF ALLFIRST

On September 15, 1999, First Maryland Bancorp ¢tRitaryland”) was merged into Allfirst Financiakln("Allfirst"), a Delaware
corporation, with Allfirst as the surviving Corpoian. The purposes of the merger were to changsttie of incorporation of First Maryland
from Maryland to Delaware and to change the nanférst Maryland to "Allfirst Financial Inc.” Firdflaryland formed Allfirst solely for the
purpose of effecting the Merger. The Merger wascstired as an "F" reorganization under Sectiond@6Be Internal Revenue Code of 1986,
as amended. The capital structure, stockholdesstsaand business of Allfirst are identical to Wiafirst Maryland. Allfirst Bank, the
principal subsidiary, and all other direct and radt subsidiaries of First Maryland are now dirautl indirect subsidiaries of Allfirst. The
individuals that served as directors, officers amployees of First Maryland at the time of the neempw hold the same offices and positi
with, and perform the same functions and becanporesible for all of the debts, liabilities, and igaltions, of First Maryland existing on the
effective date of the merger without limitationrestriction.

During the second quarter of 1999, the new Allfinstnd name and logo were introduced. On June@8®,Imost of Allfirst's subsidiary
names were changed to incorporate the new Alffilesttity and the name of Allfirst's lead bank chatidrom FMB Bank to Allfirst Bank.

ANALYSIS OF FINANCIAL CONDITION

Allfirst's total assets at September 30, 1999 @& 0 billion, a $304 million decrease from totesets at December 31, 1998. The primary
components of the decrease were cash and due &pks bvhich decreased $346 million, Federal fundts aod securities purchased under
resale agreements which decreased $67 millionjrargdtment securities available for sale which dased $329 million. The decline in cash
and due from banks and the decrease in Federad &oid and securities purchased under resale agrgéenincides with a lower level of
noninterest bearing demand deposits. These desreaassets were partially offset by an increadeans and leases receivable and other
assets which increased $405 million and $148 milliespectively, when compared to December 31, TB88 increase in other assets
included a $77 million increase in the fair valddareign exchange forward and option contracts.

At September 30, 1999, investment securities aviailfor sale of $4.5 billion had net unrealizedsks of $104.5 million compared to net
unrealized gains of $39.3 million at December 298 The taxable equivalent yield on the entiraisges portfolio for the quarter ended
September 30, 1999 was 6.06% compared to 6.36%dahird quarter of 1998. Investment securitidd gothe first nine months of 1999
totaled $1.3 million and generated pre-tax gain®%0 million. The majority of the securities selére U.S. Treasury securities, Federal
agency securities and mortgage backed securitiesUTS. Treasury securities and mortgage backeadises were sold to reduce the dura
of the investment securities portfolio. The Fedag#ncy securities were sold to improve the yiélthe investment portfolio. In the first nine
months of 1999, Allfirst purchased $1.8 millioninfestment securities to replace $673 million ofumiéies, calls and paydowns of securities
and the securities sold. The investment security

15



Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations-(Contined)
purchases were primarily U.S. government agencyriexs, mortgage backed securities and collatezdlimortgage obligations.

Loans and leases increased $405 million when ccedparDecember 31, 1998. Growth in commercial lpaasimercial real estate loans,
retail loans and leases receivable was offset bjirdss in the residential mortgage and foreign Ipartfolios. Commercial loans increased
$309 million, with growth primarily in the Commupitons, National and Pennsylvania corporate paosolCommercial real estate loans
increased $45 million. The Commercial real estattfplio experienced significant paydown activityrthg the quarter due to construction
loans coming to term. However, there continuesetstbong demand for commercial real estate fingngmompted by a decline in commer
real estate vacancies and an increase in commegelatstate rental rates in the Mid-Atlantic regiBetail loans increased $176 million due
to growth in home equity and indirect auto loangminercial and retail leases receivable increas8chdiBion and $44 million, respectively,
due to increased demand for commercial and reiasids this quarter. Residential mortgage loanméec$131 million due to loan maturities
and prepayments prompted by the favorable inteagstenvironment earlier in the year. Foreign lodereased $75 million due to a decline
in foreign maritime loans which resulted from |laararge-offs and loan paydowns.

Significant fluctuations in liabilities included$#37 million decline in noninterest bearing depofidm December 31, 1998 primarily due to
competitive pressures and seasonal fluctuatiodemmand deposit balances. Interest bearing depositased $473 million primarily due to
growth in purchased deposits which increased $lli8rbfrom December 31, 1998. Excluding purchasegosits, interest bearing deposits
decreased $837 million primarily due to a $467inmilldecrease in money market deposits, a $288mitlecrease in consumer time deposits,
a $50 million decrease in savings deposits and2andiion decrease in interest bearing demand depdehe decrease in money market
deposits is partially due to a $223 million declineleposits from a financial services customer taedvithdrawal of a $125 million mortga
escrow deposit from a corporate customer. Competfgressures from non-bank financial services canmggacontinue to be strong, especially
mutual fund companies and broker dealers. Thereal money market and consumer time deposits pe@ethe consumer trend toward
higher yielding non-insured investment vehiclestfi®extent that Allfirst must replace nonintetasaring or interest bearing deposits with
purchased funds, Allfirst's cost of funds increases

Long-term debt increased $339 million when compaoedecember 31, 1998. During the second quartéee9, Allfirst redeemed its
10.375% Subordinated Capital Notes using the pax&em the issuance of $100 million of 6.875% Sdbwted Notes. During the third
quarter of 1999, Allfirst issued $100 million Floag Rate Non-cumulative Subordinated Capital TErgtanced Securities. The proceeds
from these securities, as well as other fundingeasiwere used to redeem Allfirst's preferred stécinore detailed description of the
Subordinated Capital Trust Enhanced Securitiescisided under "Capital Adequacy and Resourcesidtition, longterm advances from t
Federal Home Loan Bank increased $200 million fidacember 31, 1998. Accrued taxes and other ligslincreased $135 million from
December 31, 1998 primarily due to a $92 milliocrease in the fair value of foreign exchange optind forward contracts.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations-(Contined)
Asset Quality

Nonperforming assets were $87.0 million at Septer8be1999, compared to $100.9 million at Decen#ierl998, a decrease of $1

million. Nonaccrual loans decreased $7.5 millioddAions to nonperforming loans in the first ninemths of 1999 aggregated $41.2 million.
These additions were offset by reductions in nonaddoans totaling $48.7 million due to paydowns @ayoffs of nonaccrual loans totaling
$21.9 million, charge-offs of $10.8 million, loareturned to accrual status of $9.2 million anddfars to other real estate and other assets

owned of $6.8 million.

Other real estate and other assets owned decr®a$edhillion when compared to December 31, 1998li#%ehs to other real estate owned
totaled $5.7 million, including transfers from naneual loans of $4.6 million. Sales and paydownetbér real estate owned totaled $8.0
million. Repossessed assets increased $0.4 million.

Other nonperforming assets decreased $4.4 milliserveompared to December 31, 1998. Other nonpeirfgrassets include $21.5 million

in nonperforming maritime loans. Allfirst has cldigs] these loans as other nonperforming assetsusecl) the value of the loan collateral is
equal to the loan principal and 2) the structuréheke loans provides compensation for increas&dyi incorporating revenue sharing rights
and other collateral rights, which will be triggerey certain events, into the loan agreement. Thosses have been valued based on the
estimated cash flows from the shipping vesselg'atjpms as well as independent valuations. In addibther nonperforming assets at
December 31, 1998 included a $2.8 million ownerghigrest in a commercial aircraft resulting frofessee default on a commercial lease in
which Allfirst was a participant. This asset waklda the third quarter of 1999.

The provision for credit losses for the third geaxf 1999 was $6.2 million compared to $2.8 millia the third quarter of 1998. Net charge-
offs exceeded the provision for credit losses b $Zillion in the third quarter of 1998. Net chamgjés increased $0.8 million when the third
quarter of 1999 is compared to the third quartet@$%8. The increase in net charge-offs was primdrike to a $0.9 million increase in
commercial net charge-offs, a $0.5 million incremseetail net charge-offs and a $1.4 million deelin net recoveries on commercial real
estate loans. These items were offset by a $2llbmdecrease in foreign loan charge-offs due tedmction in foreign maritime charge-offs.

The provision for credit losses for the nine morghded September 30, 1999 was $27.2 million condpara provision for credit losses of
$16.9 million for the same period in 1998. Net ¢eaoffs exceeded the provision for credit losse$2% million in 1998. Net charge-offs
increased $7.7 million when the nine months endgate®nber 30, 1999 is compared to the nine monttieceBeptember 30, 1998. The
increase in net charge-offs was primarily due $#& million increase in retail net charge-off§38 million increase in foreign loan net
charge-offs, which were all related to the forefgaritime portfolio, and a $1.9 million increaser@sidential mortgage net charge-offs. These
increases were offset by a $3.2 million decreaseeddit card net charge-offs due to the sale o$tutially all of Allfirst's credit card
receivables in the first quarter of 1998. The iaseein retail charge-offs in 1999 is primarily tethto charge-offs of retail deposit overdrafts
which occurred after system conversions in 199& §ystem deficiencies causing these overdrafts eer resolved and this trend has not
continued.

The foreign maritime loan portfolio has been negdyi affected by economic adversity in certain insgional markets, particularly in Asia,
that have depressed the dry bulk and tanker shggpaustries. Recently the dry bulk shipping indy$tas shown signs of improvement;
however, the tanker market continues to be wealSejtember 30, 1999, Allfirst's total internationsritime exposure was $263 million,
including loans and leases of $211 million, $21liomlin other foreign maritime assets, and $31iomillin unfunded loan commitments, lett
of credit and risk participations. Nonperformingets at September 30, 1999 included $6.8 milliamoimaccrual maritime loans and $21.5
million in other nonperforming maritime assets.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations-(Contined)

The following table details information on the allance for credit losses and net charge-offs fonthe months ended September 30, 1999
and 1998 and risk assets at September 30, 199D ecamber 31, 1998.

Asset Quality Analysis

ALLOWANCE FOR CREDIT LOSSES

Nine Months Ended
September 30,

1999 1998
(in thousands)
Beginning balance .............cccccveenni... $ 157,351 $ 168,186
Provision for credit losses ................... 27,164 16,930
Net charge-offs ........cccccoeiiiiiinnennne (27,164) (19,430)
Allowance attributable to loans sold .......... - (6,850)
Ending balance ..........ccccocoeenen. $ 157,351 $ 158,836

NET CHARGE-OFFS (RECOVERIES) AS A PERCENTAGE OF AVERAGE LOANS BY CATEGORY

Commercial 10ans ............cocecvvvvenennn 0.22% 0.22%
Commercial real estate loans . (0.07) (0.07)
Residential mortgages ............cccceeevnnee 0.48 0.12
Retail loans ............c...... . 0.50 0.29
Credit card loans 0.97 11.41
Commercial leases receivable ... - --
Retail leases receivable 0.40 0.24
Foreign loans ................... 3.48 1.37
Total oeevieeee e 0.34% 0.26%

RISK ASSETS

September 30, December 31,
1999 1998

(in thousands)
Nonaccrual loans:

Domestic:
Commercial .....ccoceeveeiiiiniienen. $ 13,072 $ 17,356
Commercial real estate .................... 8,114 6,332
Residential mortgage 21,019 22,366
FOreign .....ovvveeeeeieiiiieeeees 9,584 13,227
Total nonaccrual loans 51,789 59,281
Restructured 10ans (1) .......ccccceeevuveeenn. - 88
Other real estate and assets owned (2) ......... 13,715 15,630
Other (3) ccvveerveerieeeieeee e 21,465 25,903
Total nonperforming assets ........... $ 86,969 $100,902
Accruing loans contractually past due
90 days or more as to principal or
INtErest ....ocovevvereeiieseeee e $ 45,316 $ 40,469

(1) Restructured loans are "troubled debt restringgg” as defined in Statement of Financial AccovpStandards No. 15, "Accounting by
Debtors and Creditors for Troubled Debt Restruotysf.

(2) Other real estate and other assets owned exgresllateral on loans to which Allfirst has takéte. This property, which is held for
resale, is carried at fair value less estimatetsdossell.

(3) Other includes maritime loans discussed inidetaler "Nonperforming Assets." Other also inclsi@m interest in a commercial aircraft at
December 31, 1998.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations-(Contined)
ASSET QUALITY RATIOS

September 30, December 31,

1999 1998

Nonperforming assets as a percentage of:

Total loans, net of unearned income plus other

foreclosed assets owned .................... . 0.79% 0.95%

Total assets ..........ccceeevieiieicnenne .. 048 0.55
Allowance for credit losses as a percentage of:

Period end loans ...........c.cccoeeenee. . 143 1.49

Nonperforming loans ..............ccccveeees .. 303.83 265.04

CAPITAL ADEQUACY AND RESOURCES

Allfirst's capital strength provides the resouraes flexibility to capitalize on business growttdaatquisition opportunities. At September
1999, Allfirst's Tier 1 risk based capital ratios@07% ($1.4 billion of Tier 1 capital) and it¢atorisk based capital ratio was 12.84% ($1.9
billion of total risk based capital). Tier 1 capit@nsists primarily of common shareholder's eqaitg qualifying amounts of subordinated
capital trust preferred securities less goodwill aartain intangible assets, while total risk-basapital adds qualifying subordinated debt and
the allowance for credit losses, within permittigitis, to Tier 1 capital. Risk weighted assetsdatermined by assigning various levels of

to different categories of assets and off-balateesactivities.

The Federal Reserve Board's regulatory capitalginiels require a minimum total capital to risk at@d assets ratio of 8.0%. One-half of the
8.0% minimum must consist of tangible common shaldghrs' equity (Tier 1 capital). The leverage ratieasures Tier 1 capital to average
assets less goodwill and other disallowed intaegisisets and must be maintained in conjunctiontivithisk-based capital standards. The
regulatory minimum for the leverage ratio is 3.0%wever, this minimum applies only to top ratedkiag organizations without any
operating, financial or supervisory deficiencieth& organizations (including those experiencingmicipating significant growth) are
expected to hold an additional capital cushiontdéast 100 to 200 basis points of Tier 1 capital,an all cases, banking organizations sh
hold capital commensurate with the level and nabfia! risks, including the volume and severityppbblem loans, to which they are
exposed.

Substantially the same capital requirements aréeap Allfirst's banking subsidiaries under gdides issued by the Federal Reserve Board
and the Office of the Comptroller of the Currendy.illustrated in the following table, at SeptemB8&r 1999 Allfirst and its banking
subsidiaries were "well capitalized" as definedégulatory authorities.

Capital Adequacy Ratio s
R egulatory Capital Ratios
Tier 1 Total Leverage
AlIfirst ....oooeeiiiiee . 12.84% 8.04%
Allfirst Bank . 11.14 7.77
Allfirst Financial Center N.A. ....... 33.79 34.46 19.22
Regulatory Guidelines:
Minimum ........cooeeininnnenn. 4.00 8.00 3.00
Well Capitalized ................ 6.00 10.00 5.00
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations-(Contined)

On July 13, 1999, Allfirst issued 100,000 FloatlRgte Non-Cumulative Subordinated Capital Trust Bobd Securities ("SKATES") at a
price to investors of $98.9 million. Each SKATES/pa non-cumulative quarterly distribution of thraenth LIBOR plus 1.50%, reset
quarterly. These securities will be classifiedasgtterm debt on the Consolidated Statement of fiondand will qualify as Tier 1 capital,
with the limitation that the SKATES and other gbatig capital trust preferred securities cannotem25% of Tier 1 capital. On July 14,
1999, the proceeds from the issuance of the SKABESyell as other funding sources, were used teeradAllfirst's 7.875% Non-cumulative
Preferred Stock at a redemption price of $25.00spare plus $2.4 million of accrued and unpaidd#iads from the immediately preceding
dividend payment date to the redemption date.

LIQUIDITY

Dividends from subsidiaries are the primary sowfcfinds for the debt service requirements of AdifiFinancial Inc. Dividends from
subsidiaries totaled $141.4 million for the ninentis ended September 30, 1999. Management is eofidat the earnings and dividend
capacity of its subsidiary banks will be adequatedrvice interest obligations on lotgym debt of Allfirst. On March 30, 1999, Allfirgaid a
dividend of $90 million to its sole common sharetes| Allied Irish Banks, p.l.c.

ANALYSIS OF RESULTS OF OPERATIONS

Net income to common shareholders for the threetihsoended September 30, 1999 of $48.0 million.gased $11.0 million (30.0%) wh
compared to net income to common shareholders@b$8illion for the three months ended Septembel909. Net income to common
shareholders represents net income after dedystéfgrred stock dividends. Net income to commonmedi@ders for the nine months ended
September 30, 1999 was $122.4 million compared @ $ million for the same period in 1998. In 198% nine months results included a
$6.1 million after tax charge ($10.0 million predtaelated to the Allfirst name change and aftegrdecurities gains of $3.0 million ($5.0
million pre- tax). In 1998, the nine month resiuttsluded a $37.4 million after tax gain ($60.0 il pre-tax) from the sale of credit card
receivables and after tax securities gains of $&6llion ($41.4 million pre-tax). Return on averaggsets and return on average common
stockholder's equity were 1.08% and 10.68%, resyt for the three months ended September 309 t@npared to 0.94% and 8.09% for
the three months ended September 30, 1998. Retusmarage assets and return on average commorhetdeks equity were 0.97% and
9.02%, respectively, for the nine months endedeepér 30, 1999 compared to 1.45% and 12.98% famitreemonths ended September 30,
1998.

Net income for the quarter ended September 30, 89$88.1 million, increased $8.0 million (20.1%h&n compared to net income of $4
million for the three months ended September 30818let income for the nine months ended Septe3bet999 was $128.1 million,
compared to $183.2 million for the same period98&.

Tangible net income to common shareholders, whictudes amortization of goodwill and other intargibssets related to purchase busi
combinations, was $59.4 million for the three merghded September 30, 1999 compared to $49.2 mitiothe three months ended
September 30, 1998. Return on average tangiblésasse return on average tangible common equitg Wwe¥1% and 25.07%, respectively,
for the third quarter of 1999 compared to 1.30% 2hd 3%, respectively, for the quarter ended SejpésiB0, 1998.

Tangible net income to common shareholders fonthe months ended September 30, 1999 was $156i@mdbmpared to $210.7 million
for the nine months ended September 30, 1998. Hixgjuhe one-time costs associated with the Atitfirsind introduction and net after tax
securities gains, tangible net income to commonmnestidders for the nine months ended September®® Wwas $159.8 million and return on
average tangible assets and return on averagétarmgimmon equity were 1.32% and 22.26%, respdgtifangible net income to common
shareholders for the nine months ended Septembd988, excluding the gain on the sale of credid caceivables and net after tax secur
gains was $147.2 million and return on averageibdm@ssets and return on average tangible commuoityevere 1.31% and 22.22%,
respectively.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations-(Contined)
Net Interest Income

The largest source of Allfirst's net income is imé¢rest income. For analytical purposes, net @seincome is adjusted to a "taxable
equivalent” basis to recognize the income tax gm/om tax exempt assets. Net interest income arable equivalent basis for the third
quarter of 1999 was $137.2 million, an increas®l00 million when compared to net interest incorh®186.2 million for the third quarter of
1998. During the third quarter of 1999 Allfirst eined its 7.875% preferred stock, replacing it withproceeds from the issuance of
SKATES and other long-term debt. This transactiainije increasing interest expense and reducingntetest income by $2.2 million,
increased the return to common shareholders bgciy preferred dividends with tax deductible iagtrexpense. The negative impact of the
preferred stock redemption was offset by an inaéaset interest income on loans due to higher lmelances. In addition, Allfirst realized a
$0.5 million improvement in longerm funding costs due to the replacement of $60ldn in long term debt with an interest rateldf.375%
with long-term debt with an interest rate of 6.875%

Allfirst's net interest margin was 3.56% for thedhquarter of 1999 compared to 3.71% for the tlgwarter of 1998. The decline in net
interest margin is primarily due to lower net irtglrspreads. In addition, the redemption of théepred stock had a six basis point adverse
impact on the net interest margin for the thirdrtgraof 1999.

Net interest income on a taxable equivalent basithie nine months ended September 30, 1999 was B4dillion, a decrease of $6.1 millic
when compared to net interest income of $416.89anillor the nine months ended September 30, 1998 10%ed above, the redemption of the
preferred stock in the third quarter resulted $2& million decline in net interest income. Theneening decrease in net interest income is
primarily due to a fifteen basis point declinelie het interest spread for the nine months endpte®der 30, 1999. The impact of the
decrease in the net interest spread was partitilgtdy a $684 million (4.7%) increase in intereatning assets.

Allfirst's net interest margin was 3.59% for theeimonths ended September 30, 1999 compared t#%3@1he nine months ended
September 30, 1998. The decline in net interesgimas primarily due to lower net interest spreddsaddition, the redemption of the
preferred stock had a two basis point adverse itmgrathe net interest margin for the nine monttaeenSeptember 30, 1999.

The following tables provide additional information Allfirst's average balances, interest yields eates, and net interest margin for the t
months and nine months ended September 30, 199998
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations-(continad)

Average Balances, Interest Yields and Rates and Netterest Margin
(Tax Equivalent Basis)

Three Months Ended

September 30, 1999 September 30, 1998
Average Yield/  Average Yield/
Balance Interest (1) Rate (1) Balance Interest (1) Rate (1)

(dollars in millions)

ASSETS
Earning assets:
Trading account securities ................. $ 282 $ 05 7.12% $ 68.1 $ 09 5.38%
Money market investments ................... 38.1 0.4 4.13 42.9 0.7 6.93
Investment securities (2):
Taxable ..o 3,838.5 57.2 591 3,474.7 54.0 6.17
Tax exempt . 402.6 7.9 7.83 427.3 8.1 7.54
Equity investments .........cc.cceveeeens 227.0 31 534 149.6 2.8 7.45
Total investment securities ........... 4,468.0 68.2 6.06 4,051.7 64.9 6.36
Loans held for sale .........ccccecveeviennnes 12.1 0.2 5.96 143.8 3.3 9.12
Loans (net of unearned income) (3):
Commercial .......cooceeeiiieiiieenieens 3,542.3 63.5 7.12 3,177.4 61.2 7.65
Commercial real estate ..................... 2,412.4 471 775 2,2216 46.6 8.31
Residential mortgage ............cc.cev... 706.0 13.0 7.28 807.4 14.8 7.29
Retail .......ccoceee 2,894.4 585 8.02 2,784.2 58.3 8.31
Creditcard ........cccooveiviiinnnnne 15.1 04 955 15.6 0.4 10.97
Commercial leases receivable .. 555.7 7.1 5.09 470.7 5.7 4.83
Retail leases receivable ... 345.2 6.6 7.59 315.1 6.1 7.70
Foreign ......ccooevviiiiiiiiine 295.7 48 6.45 452.6 7.8 6.86
Total loans .........ccccoeeevienne 10,766.8 201.1 7.41 10,2445 201.0 7.79
Total earning assets ............. 15,313.2 270.4 7.00 14,550.9 270.9 7.39
Allowance for credit losses .. . (157.4) (161.3 )
Cash and due from banks ...........c.cccceene. 825.4 864.9
Other assets ........c.cceevveerieiiiieennnns 1,633.7 1,638.5
Total asSets .......coovveevveeeeeennen. $17,614.9 $ 16,893.0
LIABILITIES AND STOCKHOLDERS' EQUITY
Deposits in domestic offices:
Interest bearing demand .................... $ 1420 $ 07 1.95% $ 569.6 $ 2.0 1.43%
Money market accounts ...............c...... 2,592.3 16.9 2.59 2,253.8 19.2 3.37
SaviNgS .veeeveeiiieiiiens 1,377.8 5.8 1.68 1,405.9 8.6 2.43
Other consumer time .. 2,839.7 36.8 5.15 3,265.1 43.3 5.26
Large denomination time ... 1,870.1 24.8 5.28 1,393.1 20.1 5.72
Deposits in foreign banking office .............. 296.6 3.8 5.02 385.9 5.5 5.61
Total interest bearing deposits .. 9,118.4 88.9 3.87 9,273.3 98.7 4.22
Funds purchased ..........cccccovienieeninen. 1,634.5 20.1 4.88 1,359.8 18.2 5.30
Other borrowed funds, short-term . 560.8 7.0 4.98 441.5 5.8 5.20
Long-term debt .........cccoeeiiiiiiiiiins 1,073.6 17.0 6.29 656.1 12.1 7.33
Total interest bearing liabilities 12,387.4 133.1 4.26 11,730.7 134.8 4.56
Noninterest bearing deposits .................... 2,705.1 2,574.2
Other liabilities .........c.c.cceveeee. 710.3 621.2
Redeemable preferred stock .. 8.2 8.0
Stockholders' equity .........cccceveveninnns 1,803.9 1,959.0
Total liabilities and stockholders' equity . $17,614.9 $16,893.0
Net interest income, tax equivalent basis ....... $ 137.2 $136.2
Net interest spread (4) ........ccoevvevernnnns 2.74% 2.83%
Contribution of interest free sources of funds .. 0.82 0.88
Net interest margin (5) ......c.ccccvvevernnnns 3.56 3.71

(1) Interest on loans to and obligations of publitities is not subject to Federal income tax.riteoto make pre-tax yields comparable to
taxable loans and investments, a tax equivalentsadient is used based on a 35% Federal tax rate.

(2) Yields on investment securities available-falesare calculated based upon average amortizéd cos

(3) Nonaccrual loans are included under the appat#ploan categories as earning assets.

(4) Net interest spread is the difference betwberyteld on average earning assets and the radeopaverage interest bearing liabilities.
(5) Net interest margin is the ratio of net intéiasome on a fully tax-equivalent basis to averagming assets.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations-(continad)

Average Balances, Interest Yields and Rates and Netterest Margin

(Tax Equivalent Basis)

Nine Months Ended

September 30, 1999 Septe mber 30, 1998
Average Yield/ Average Yield/
Balance Interest (1) Rate (1) Balance | nterest (1) Rate (1)

(dollars in millions)

ASSETS
Earning assets:
Trading account securities ................. $ 332 $ 13 509% $ 583 $ 24 557T%
Money market investments .................. 27.3 1.0 5.01 121.2 53 5.82
Investment securities: (2)
Taxable 3,963.1 177.3 5.98 3,472.4 165.0 6.35
TaX eXempt ...ccoceveevenrineereerene. 403.4 23.8 7.87 419.8 239 7.61
Equity investments ..........cccceevveennne 194.5 7.5 5.13 145.3 86 7.87
Total investment securities ........... 4,561.0 2085 6.11 4,037.4 197.5 6.54
Loans held for sale .........ccccoeevveeiinnen. 25.7 1.2 6.13 258.0 16.0 8.29
Loans (net of unearned income) (3):
commercial .....coceeeeeveeiieeiieeeeeeenn. 3,467.0 183.9 7.09 3,071.2 177.4 7.72
Commercial real estate .... 2,386.5 138.8 7.78 2,227.2 139.8 8.39
Residential mortgage .........ccccccveenne 744.9 41.4 7.43 881.4 482 7.31
Retail .........ccoevenene 2,832.9 170.9 8.07 2,685.8 168.2 8.37
Credit card .......ccocevevviieiiiiienins 15.1 1.1 9.91 38.9 4.3 14.60
Commercial leases receivable ............... 545.4 21.6 5.30 464.6 17.2 494
Retail leases receivable ................... 330.5 18.7 7.58 310.6 17.7 7.63
FOreign ....cccoeeeveeeviieeeciee e, 324.8 151 6.21 455.3 242 7.10
Total [0ans .........cvvvvvevnnnnnne. 10,647.1 591.6 7.43 10,135.0 597.0 7.88
Total earning assets ............. 15,294.2 803.6 7.02 14,610.0 818.2 7.49
Allowance for credit l0SS€es ...........ccccuuue. (157.4) (162.7)
Cash and due from banks ............cccoeueene 874.4 876.5
Other asSets ...........ueevveevveevvveeevennnnn 1,680.7 1,619.1
Total aSSets ....vveveeevrecieieeeennn, $17,691.9 $16,943.0
LIABILITIES AND STOCKHOLDERS' EQUITY
Deposits in domestic offices:
Interest bearing demand .. . $ 1423 $ 22 2.05% $ 5814 $ 6.2 143%
Money market accounts ............ccce.e..e. 2,662.1 53.5 2.69 2,152.4 52.5 3.26
SaVINGS «vveveieeirereeene 1,395.3 199 191 1,521.7 29.1 255
Other consumer time ..............c......... 2,935.6 114.0 5.19 3,310.2 130.0 5.25
Large denomination time ................... 1,712.6 66.7 5.21 1,590.5 68.3 5.74
Deposits in foreign banking office .............. 361.1 13.2 4.88 276.6 116 559
Total interest bearing deposits .. 9,209.0 269.5 3.91 9,432.8 297.6 4,22
Funds purchased ..........ccccevevveeiiieenns 1,724.1 61.1 4.74 1,225.0 48.1 5.25
Other borrowed funds, short-term ................ 498.6 179 4.79 481.1 18.6 5.18
Long-term debt ..........ccccevenne 934.0 44.3 6.35 676.0 37.0 7.33
Total interest bearing liabilities 401.4 454
Noninterest bearing deposits ....................
Other liabilities ......................
Redeemable preferred stock .....................
Stockholders' equity ........ccccccvveeiiveeanns
Total liabilities and stockholders' equity .
Net interest income, tax equivalent basis ....... $ 416.8
Net interest spread (4) .....ccooovveveivneennes 2.95%
Contribution of interest free sources of funds .. 0.86
Net interest margin (5) ....cccooovveevvveennns 3.81

(1) Interest on loans to and obligations of publitities is not subject to Federal income tax.rifeoto make pre-tax yields comparable to
taxable loans and investments, a tax equivalentsadient is used based on a 35% Federal tax rate.

(2) Yields on investment securities available-falesare calculated based upon average amortizéd cos

(3) Nonaccrual loans are included under the appat#ploan categories as earning assets.

(4) Net interest spread is the difference betwbenyteld on average earning assets and the rateopaiverage interest bearing liabilities.
(5) Net interest margin is the ratio of net intéiasome on a fully tax-equivalent basis to averagming assets.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations-(continad)
Noninterest Income
The following table presents the components of memnest income for the three months ended SepteBihd999 and 1998.

Noninterest Incom

Three Months Ended
Se ptember 30, Net Change
1999 1998 Dollar  Percent
(dollars in thousands)
Service charges on deposit accounts ..... $23,0 60 $21,665 $1,395 6.4%
Trust and investment advisory fees ....... 20,6 62 17,994 2,668 14.8
Electronic banking income ................ 6,5 24 5384 1,140 21.2
Mortgage banking income .................. 2,5 45 5,304 (2,759) (52.0)
Other income .........ccccccvvvveeeennnns 22,4 41 28,602 (6,161) (21.5)
Total fees and other income... 75,2 32 78,949 (3,717) (4.7)
Securities gains, Net ............c....... ( 12) 1,042 (1,054) (101.2)
Total noninterest income ......... $75,2 20 $79,991 $(4,771) (6.00%

Allfirst's noninterest income for the third quart#r1999 was $75.2 million, a $4.8 million (6.0%gadease from noninterest income for the
third quarter of 1998. Noninterest income in 19@8édfited from investment securities gains of $1illan. Total fees and other income
decreased $3.7 million (4.7%) when compared to 1988l fees and other income in 1998 included $h2illion in income from
discontinued business lines. Excluding this revetntal fees and other income increased $9.2 millk8.9%). Service charges on deposit
accounts increased $1.4 million (6.4%) due to aneiase in corporate deposit service fees. Trustraredtment advisory fees increased $2.7
million (14.8%). Electronic banking income incred$k.1 million primarily due to an increase in dedard interchange income. Electronic
banking income includes automated teller machiAd ") surcharge revenue, income from Allfirst Bao#trdholders who use foreign AT!
and point of sale terminals, income from non-Adificardholders who use Allfirst Bank ATMs, and delaird interchange income. These
revenues are presented net of associated netwoikeséees and Visa(R) royalties. Mortgage bankimmpme decreased $2.8 million.
Mortgage banking income in 1998 included $3.8 willin income from discontinued business lines. &diclg this income, mortgage bank
income increased $1.0 million (70.9%) when compaoet®98. Other income decreased $6.2 million wtmmpared to September 30, 1998.
Other income in 1998 benefited from $9.1 milliorrévenue from discontinued business lines. Exclyttie impact of discontinued
businesses other income increased $2.9 millior8¢h}.Income from securities sales and fees incce®%e2 million. In addition, other
income in 1999 includes $1.4 million in nonrecugrincome from the sale of branches and other stateand assets owned and a $0.9
million increase in the cash surrender value efilisurance policies. These increases in othemeagere offset by a $0.5 million decrease in
trading income in 1999.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations-(Contined)
The following table presents the components of menést income for the nine months ended SepteBher999 and 1998.

Noninterest Incom

Nin e Months Ended
S eptember 30, Net Change
199 9 1998 Dollar  Percent
(dollars in thousands)
Service charges on deposit accounts ..... $ 70, 918 $ 66,149 $ 4,769 7.2%
Trust and investment advisory fees ....... 60, 556 52,082 8,474 16.3
Electronic banking income ................ 17, 991 15,316 2,675 17.5
Mortgage banking income .................. 8, 367 26,659 (18,292) (68.6)
Other income ........cccocceeviieennnn. 71, 205 81,835 (10,630) (13.0)
Total fees and other income ...... 229, 037 242,041 (13,004) (5.4)
Securities gains, net .............c..... 4, 979 41,395 (36,416) (88.0)
Gain on sale of credit card loans ........ -- 60,000 (60,000) (100.0)
Total noninterest income ......... $ 234, 016 $343,436 $(109,420) (31.9)%

Allfirst's noninterest income for the nine montmsled September 30, 1999 was $234.0 million, a ¥188lion (31.9%) decrease from
noninterest income for the nine months ended SdpeB0, 1998. Noninterest income for the first nimenths of 1999 included investment
securities gains of $5.0 million. Noninterest in@for the first nine months of 1998 benefited frar$60.0 million gain on the sale of credit
card loans and gains on the sale of investmenritieswof $41.4 million. Excluding these items,abtees and other income decreased $13.0
million (5.4%) when compared to 1998. Fees andrdtimme in 1998 included $45.0 million in fees anlder income related to discontinued
business lines. Excluding discontinued businesslin 1998, total fees and other income increa8@ddmillion (16.2%) in 1999. Service
charges on deposit accounts increased $4.8 m{llid@%) due to increases in both retail and corodaposit service charges. Trust and
investment advisory fees increased $8.5 million3%§ primarily due to a higher level of proprietdmnds management fees, personal trust
fees and investment advisory fees. Electronic bankicome increased $2.7 million (17.5%) primadle to an increase in debit card
interchange income in 1999. Mortgage banking incdedined $18.3 million (68.6%). Mortgage bankingame in 1998 included $21.6
million in income from discontinued business linExcluding this income, mortgage banking incomeeased $3.3 million (65.1%) when
compared to 1998. Other income decreased $10.®&m(lL3.0%). Other income in 1998 benefited fron3.#2million in revenue from
discontinued business lines. Excluding this incoatleer income increased $12.8 million (21.8%). $ides sales and fees, excluding
discontinued business lines in 1998, increased ®dl®n in 1999. Line of credit fees increasedGtillion. Income from lease residual ge
increased $6.0 million due to some large leaseuwasigains on railcars in 1999. Other income in9l880 included gains on the sale of other
real estate owned totaling $1.6 million and othamnecurring gains totaling $1.9 million. Other ino® in 1998 included a $1.2 million gain
on the payoff of a troubled debt restructuring attter nonrecurring revenue totaling $0.9 million.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations-(Contined)
Noninterest Expenses
The following table presents the components of memnést expenses for the three months ended Sept&p1999 and 1998.

Noninterest Expenst

Three Months Ended
Sept ember 30, Net Change
1999 1998 Dollar  Percent

(dollars in thousands)

Salaries and other personnel costs ...... $67,88 3 $77,220 $(9,337) (12.1)%
Equipment coStS .......ccccevveeeennnn. 9,29 2 10,455 (1,163) (11.1)
Occupancy COStS .......cccovvveeeennns 9,15 8 9,483 (325) (3.4)
Other operating expenses:
Postage and communications ......... 4,84 8 5724 (876) (15.3)
External services .................. 4,18 9 4,225 (36) (0.9)
Advertising and marketing .......... 2,82 5 5425 (2,600) (47.9)
Professional service fees .......... 2,12 0 4,039 (1,919) (47.5)
Lending and collection ............. 1,77 9 2,759 (980) (35.5)
Other ..o 10,98 6 13,161 (2,175) (16.5)
Total operating expenses ..... 113,08 0 132,491 (19,411) (14.7)
Intangible assets amortization expense .. 12,74 1 13,789 (1,048) (7.6)
Total noninterest expenses ... $125,82 1 $146,280 $(20,459) (14.0)%

Allfirst's noninterest expenses for the quarterezh8eptember 30, 1999 were $125.8 million, a $20l%n (14.0%) decrease from
noninterest expenses for the quarter ended Septe3@p&998. Intangible asset amortization expedseseased $1.0 million. Total operating
expenses decreased $19.4 million (14.7%). The guended September 30, 1998 included $7.2 milticrosts associated with systems
integration and conversion projects and the codatibn of the Pennsylvania and Maryland bankingdhéses. In addition, noninterest
expenses in 1998 included $8.7 million in expemskded to discontinued business lines. Excludioidp lof these items, total operating
expenses decreased $3.5 million (3.0%). Salariéotrer personnel costs decreased $9.3 milliorL§aR.Salaries and other personnel costs
in 1998 related to discontinued business linededt$4.7 million and salaries and other personasisrelated to systems integration and
conversion projects in 1998 totaled $2.1 milliorckding these costs, salaries and other pers@uosés decreased $2.5 million (3.6%).
Equipment costs decreased $1.2 million (11.1%)td@@sand communications expenses decreased $Udhr(ll5.3%) due to approximately
$0.2 million in postage costs in 1998 related tstesyns integration and conversion projects and @ i$dlion decrease in postage and
communication expenses resulting from the saleagfdér Soliday in January 1999. Advertising and reting expenses decreased $2.6
million (47.9%). Allfirst incurred approximately $ million in integration related marketing costslio98. In addition, advertising and
marketing expenses related to discontinued buslitesstotaled $0.8 million in 1998. Excluding tkagems, advertising and marketing
expenses increased $0.4 million (14.4%) in 1998fe8sional service fees decreased $1.9 millionfeBsional fees in 1998 included $2.1
million in expenses related to systems integradind conversion projects. Lending and collectionemses decreased $1.0 million primarily
due to a $0.9 million decrease in lending and ctibe expenses associated with Allfirst's foreigaritime loan portfolio. Other expenses
decreased $2.2 million (16.5%). Other expense®&8Included $1.8 million in expenses associatet discontinued business lines.
Miscellaneous losses decreased $1.2 million ircthieent quarter. Offsetting these decreases wdssarillion increase in franchise taxes in
1999.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations-(Contined)
The following table presents the components of menest expenses for the nine months ended Sept&®p£999 and 1998.
Noninterest Expenses

Nine Months Ended
September 30, Net Change

1999 1998 Dollar Percent

(dollars in thousands)

Salaries and other personnel costs ................ ... $205,127 $231,653 $(26,526) (11.5)%
EqQuipment COStS ......cevvvvvieeeeiiiiiiiiiiiis ... 33826 32,155 1,671 5.2
OCCUPANCY COSES ..ooveveeeeeieieiiiiiieieeeeeas ... 27,411 28,907 (1,496) (5.2)
Other operating expenses:
External services ..........ccccoeeeennnnen. ... 12,048 13,850 (1,802) (13.0)
Postage and communications ................... ... 15,439 18,045 (2,606) (14.4)
Lending and collection .............cccccee.. ... 11,865 7,543 4,322 57.3
Professional service fees .................... 9,537 12,145 (2,608) (21.5)
Advertising and marketing ................... ... 13,376 13,912 (536) (3.9)
Other ..o, ... 36,120 41,927 (5,807) (13.8)
Total operating expenses ............... ... 364,749 400,137 (35,388) (8.8)
Intangible assets amortization expense ............ ... 38,255 41,800 (3,545) (8.5)
Total noninterest expenses $403,004 $441,937 $(38,933) (8.8)%

Allfirst's noninterest expenses for the nine morgthded September 30, 1999 were $403.0 million 8a9B3illion (8.8%) decrease from
noninterest expenses for the nine months ende@®bpt 30, 1998. Intangible asset amortization esgedecreased $3.6 million due to
lower amortization of deposit premiums. Total opiegexpenses decreased $35.4 million (8.8%). Tihe months ended September 30, 1
included $10.0 million in expenses associated #ighAllfirst brand introduction. The nine monthgled September 30, 1998 included $14.3
million in expenses associated with systems integrand conversion projects and the consolidadioAllfirst's Maryland and Pennsylvania
banking franchises. In addition, operating expemsd®998 included $35.0 million in expenses relatediscontinued business lines. Total
operating expenses increased $3.8 million (1.2%) &kcluding one time expenses related to theréilbrand introduction in 1999 and costs
related to discontinued business lines, systenggiiation and conversion projects, and the franagssolidation in 1998. Salaries and other
personnel costs decreased $26.5 million (11.5%ri®a and other personnel costs in 1998 inclu@di$million in expenses related to
discontinued business lines. In addition, approxatye$5.0 million in salaries and other personradts were incurred in 1998 related to
systems integration and conversion projects. Exetuthese items, salaries and other personnel desteased $0.4 million (0.2%).
Equipment costs increased $1.7 million. Occupamsgscdecreased $1.5 million with $0.9 million o thecrease due to cost savings
associated with exited business lines. Externaices expense decreased $1.8 million (13.0%). Bateservices expense in 1998 included
$1.4 million in expenses associated with discomthbusiness lines. The remaining decrease is de@stasavings realized from the 1998
integration and conversion projects. Postage anthamnications expenses decreased $2.6 million (14.Approximately $0.2 million in
postage expense was incurred in 1999 as a resthie &lIfirst brand introduction. Discontinued bress lines incurred approximately $2.3
million in postage and communication costs in 1888 postage costs related to systems integratibic@mversion projects totaled $0.7
million last year. Excluding these items, postagé eommunication expense increased $0.2 millioftg).in 1999. Lending and collection
expenses increased $4.3 million. Lending and ditle@xpenses related to discontinued business tistaled $2.3 million in 1998. Excludi
these expenses, lending and collection expense=aged $6.6 million in 1999 due primarily to a $&illion increase in lending and
collection expenses associated with Allfirst's fgnemaritime loan portfolio. Professional serviees decreased $2.6 million. In 1999,
approximately $1.5 million in professional fees
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations-(Contined)

were incurred in conjunction with the change toAlfiirst brand name in the second quarter of 1999proximately $4.7 million in contract
programming expenses and professional fees wenerattin 1998 for systems integration and converpimjects. Excluding these items,
professional service fees increased $0.6 milliagivektising and marketing expenses decreased $0idnr(B.9%). Advertising expenses
increased $5.4 million due to the implementatiothef new Allfirst brand name in the second quasfelr999. Advertising and marketing
expenses associated with discontinued businesd&®totaled $2.1 million and approximately $2.idiam in advertising expenses were
incurred in 1998 as a result of integration of Br@mnsylvania and Maryland franchises. Excludingehitems, advertising and marketing
expenses decreased $0.9 million. Other expensesated $5.8 million. Other expenses for the ninathwoended September 30, 1999
included $2.0 million in expenses associated withAllfirst brand introduction and a $1.9 millionopision for losses on other maritime
assets owned. Other expenses in 1998 includedili®n in costs related to discontinued business®s $0.7 million in costs associated
with systems integration and conversion projects988. Excluding these items, other expenses desretb.1 million.

YEAR 2000

Allfirst has developed an inventory of over 800guots and applications which may be affected byr'2€80 issues. This inventory covers
aspects of Allfirst's business. These applicativase assigned a business priority and were orgdmize projects for replacement, upgradi
renovation and certification testing. Allfirst'sipiary efforts have been focused on inventoried st@vhich have been identified as mission
critical and very importantthose applications where any disruption causéisardata to be unreliable, transactions to fagal requirement
to be missed, or any other potentially seriousrmss issue. As of June 30, 1999, all of Allfirstission critical and very important products
had been certified as Year 2000 compliant. Intégmatesting was performed in the third quarter @9 with no significant problems
identified. In addition, all of the critical deparénts of Allfirst have developed Year 2000 busirressimption plans and these plans have
tested. There has been no significant change indakieof compliance or the schedule for completibear 2000 testing in 1999.

Item 3. Quantitative and Qualitative Disclosures abut Market Risk
MARKET RISK MANAGEMENT

Market risk is the risk of loss arising from adwechanges in the fair value of financial instrunsedie to changes in interest rates, exchange
rates and equity prices. The effective managenfemioket risk is essential to achieving Allfirstsjectives. As a financial institution,
Allfirst's primary market risk exposure is intereate risk.

Interest Rate Risk Management

Management of interest rate risk is effected thipadjustments to the size and duration of the alvkgtfor-sale investment portfolio, the
duration of purchased funds and other borrowingd,tarough the use of off-balance sheet finanaistruments such as interest rate swaps,
interest rate caps and floors, financial futures] aptions. At September 30, 1999, the interestniak position of Allfirst had not changed
significantly from the risk position at December, 3998 and Allfirst's equity at risk and earningsisk remained in compliance with Allfirs
policy limits.
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Fixed Income, Derivative and Foreign Exchange RiskManagement

Allfirst maintains active securities and derivateading positions as well as foreign exchangdirigapositions to service the needs of its
customers as well as for its own trading accouher@& has been no material change in the marketfitgiese portfolios during the first nine
months of 1999.

Part Il. - Other Information
Item 1. Legal Proceedings

Various legal actions and proceedings are pendinglving Allfirst Financial Inc. or its subsidiaseManagement believes that the aggregate
liability or loss, if any, resulting from such Idgections and proceedings will not be material tifirst's financial condition or results of
operations. For additional information see notd the Notes to Consolidated Financial Statements.

Item 6. Exhibits and Reports on Form 8-K
(a) Exhibits
The following exhibit is furnished to this Form T@-
(27) Financial Data Schedule
(b) Reports on Form 8-K
A current report on Form 8-K dated September 19919
SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned, thereunto duly authorized.

Allfirst Financial Inc.

Novenber 10, 1999 By /sl Jerome W Evans

Vice Chairman and Chief Financial Oficer
Novenber 10, 1999 By /'s/ Robert L. Carpenter, Jr.

Seni or Vice President and Controller
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ARTICLE 9

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE ALLFIRST FINANCIAL INC.
SEPTEMBER 30, 1999 FINANCIAL STATEMENTS AND IS QUAEIED IN ITS ENTIRETY BY REFERENCE TO SUCH FINANCIA

STATEMENTS.
MULTIPLIER: 1,000

PERIOD TYPE 9 MOS
FISCAL YEAR END DEC 31 199
PERIOD END SEP 30 199
CASH 860,43¢
INT BEARING DEPOSITS 1,33
FED FUNDS SOLLC 45,58:
TRADING ASSETS 63,96¢
INVESTMENTS HELD FOR SALE 4,486,041
INVESTMENTS CARRYING 0
INVESTMENTS MARKET 0
LOANS 10,969,83
ALLOWANCE 157,35:
TOTAL ASSETS 17,991,36
DEPOSITS 12,292,80
SHORT TERM 1,963,87.
LIABILITIES OTHER 721,43t
LONG TERM 1,195,23!
PREFERRED MANDATORY 8,28
PREFERREL 0
COMMON 85,39¢
OTHER SE 1,718,80
TOTAL LIABILITIES AND EQUITY 17,991,36
INTEREST LOAN 589,05!
INTEREST INVEST 199,73
INTEREST OTHER 3,46:
INTEREST TOTAL 792,24¢
INTEREST DEPOSIT 269,49¢
INTEREST EXPENSE 392,83:
INTEREST INCOME NET 399,41t
LOAN LOSSES 27,16¢
SECURITIES GAINS 4,97¢
EXPENSE OTHEF 403,00
INCOME PRETAX 203,26
INCOME PRE EXTRAORDINARY 128,07!
EXTRAORDINARY 0
CHANGES 0
NET INCOME 128,07!
EPS BASIC 0
EPS DILUTED 0
YIELD ACTUAL 3.5¢
LOANS NON 51,78¢
LOANS PAST 45,31¢
LOANS TROUBLED 0
LOANS PROBLEM 99,02}
ALLOWANCE OPEN 157,35:
CHARGE OFFS 33,33:
RECOVERIES 6,16¢
ALLOWANCE CLOSE 157,35:
ALLOWANCE DOMESTIC 83,95
ALLOWANCE FOREIGN 18,80¢
ALLOWANCE UNALLOCATED 54,59;
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