
Cash and Cash Equivalents:

For purposes of the consolidated statement of cash flows, cash and cash equivalents are defined as cash and
due from banks.

Interest-bearing Deposits with Banks:

Interest-bearing deposits with banks generally consist of highly liquid, short-term investments maintained at
the Federal Reserve Bank and other central banks with original maturities at the time of purchase of one month
or less.

Securities Purchased Under Resale Agreements and Securities Sold Under Repurchase Agreements:

U.S. Treasury and federal agency securities, referred to as “U.S. government securities,” purchased under
resale agreements or sold under repurchase agreements are treated as collateralized financing transactions, and
are recorded in our consolidated statement of condition at the amounts at which the securities will be
subsequently resold or repurchased, plus accrued interest. Our policy is to take possession or control of securities
underlying resale agreements, allowing borrowers the right of collateral substitution and/or short-notice
termination. We revalue these securities daily to determine if additional collateral is necessary from the borrower
to protect us against credit exposure. We can use these securities as collateral for repurchase agreements. For
securities sold under repurchase agreements collateralized by our U.S. government securities portfolio, the dollar
value of the U.S. government securities remains in investment securities in our consolidated statement of
condition. Where a master netting agreement exists or both parties are members of a common clearing
organization, resale and repurchase agreements with the same counterparty or clearing house and maturity date
are reported on a net basis.

Investment Securities:

Investment securities held by us are classified as either trading account assets, investment securities
available for sale or investment securities held to maturity at the time of purchase, based on management’s intent.

Trading account assets are debt and equity securities purchased in connection with our trading activities and,
as such, are expected to be sold in the near term. Our trading activities typically involve active and frequent
buying and selling with the objective of generating profits on short-term movements. Securities available for sale
are those that we intend to hold for an indefinite period of time. Available-for-sale securities include securities
utilized as part of our asset and liability management activities that may be sold in response to changes in interest
rates, prepayment risk, liquidity needs or other factors. Securities held to maturity are debt securities that
management has the intent and the ability to hold to maturity.

Trading account assets are carried at fair value. Both realized and unrealized gains and losses on trading
account assets are recorded in trading services revenue in our consolidated statement of income. Debt and
marketable equity securities classified as available for sale are carried at fair value, and after-tax net unrealized
gains and losses are recorded in accumulated other comprehensive income. Gains or losses realized on sales of
available-for-sale securities are computed using the specific identification method and are recorded in gains
related to investment securities, net, in our consolidated statement of income. Securities held to maturity are
carried at cost, adjusted for amortization of premiums and accretion of discounts.

We review the fair values of debt securities at least quarterly, and evaluate individual securities for
impairment that may be deemed to be other than temporary. For impaired securities that we plan to sell, or when
it is more likely than not that we will be forced to sell the security, the impairment is deemed to be other than
temporary and the security is written down to its fair value. Otherwise, we determine whether or not we expect to
recover the entire amortized cost basis of the security, primarily by comparing the present value of expected
future principal, interest and other contractual cash flows to the security’s amortized cost basis. Our evaluation of
impairment of mortgage- and asset-backed securities incorporates detailed information with respect to underlying
loan-level performance. Accordingly, the range of estimates pertaining to each collateral type reflects the unique
characteristics of the underlying loans, such as payment options and collateral geography, among other factors.
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