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Gerald H. Lipkin, Chairman, President and CEO 
 
Good Morning and welcome to our 3rd quarter earnings conference call.    
 
This morning, we are excited to announce Valley’s third quarter operating results, a multifaceted plan 
designed to improve Valley’s immediate and long-term financial results, as well as details surrounding 
the recently approved CNL Bank acquisition in Florida. 
 
For the quarter, Valley generated net income available to common shareholders of $33.9 million, an 
increase of $1.9 million or 6% from the 2nd quarter.  Loan growth was strong across all categories and 
geographies, as the Bank opportunistically purchased $429 million of Residential Mortgage and Multi-
family loans, augmenting strong organic loan growth.  For the first 9 months of 2015, organic loan 
growth, exclusive of purchases and participations was approximately 6.0% annualized with total loan 
originations exceeding $2.3 billion, an increase of approximately 10% from the same period one year 
ago.   
 
Valley’s strategy to supplement organic loan growth with loan purchases is in large part simply a 
redeployment of short-term liquidity and cash from the investment portfolio to earning assets with 
shorter duration and higher yields, than those prevalent in the marketplace.  Since the beginning of 
the year, cash and investments have declined nearly $800 million, with the investment portfolio now 
comprising approximately 14% of the Bank’s total gross earning asset portfolio.  We believe the 
current size and composition of the investment portfolio to be appropriate, based on current interest 
rates and economic conditions. 
 
In addition to the multi-family loans acquired during the quarter, Valley purchased a significant 
portfolio comprised in part of adjustable rate 1-4 family residential loans.  During the quarter, Valley 
sold approximately $40 million of fixed rate organic loan originations, recognizing approximately $2.0 
million in gains on sales.  We anticipate continued loan sale revenue, coupled with a contraction in 
residential mortgage balances as much of the new fixed rate production is expected to be originated 
for sale.   
 
As we have stated in the past, many of the purchased loans assist Valley in meeting its CRA 
obligations.  While we strive to meet those obligations through organic originations, the limited supply 
of high quality CRA qualified loans is somewhat limited and competition for them is intense. 
 
From a macro perspective, we continue to believe that maintaining Valley’s diverse balance sheet, 
comprised of both consumer and commercial loans remains the prudent approach for the long-term 
success of the Bank as each portfolio contains unique cash flow and interest rate characteristics in 
varying interest rate environments and economic cycles.  The new origination yield on certain 
portfolios may exacerbate net interest margin compression.   However, we believe extending asset 
duration at this point in the economic cycle is analogous to sub-prime lending pre- 2008. 
 
As if the interest rate environment wasn’t demanding enough, the competitive landscape remains 
difficult, as competition’s liberalization of lending terms and conditions within our market is the most 
dramatic we have witnessed since prior to the financial crisis in 2008.  Combined, these external 
forces create a challenging environment for Valley to deliver sustainable long-term shareholder value 
while most importantly maintaining the Bank’s credit culture and risk profile.   
 



     
Today we announced steps we are taking to enhance our cost reduction initiatives in conjunction 
along with a restructure of the Bank’s borrowing portfolio which should give rise to improved earnings 
results and more importantly position the Bank for continued long term success. 
 
During the second quarter, we announced our intent to close 13 legacy branch locations during 2015, 
largely within the Bank’s New Jersey footprint.  Today we are expanding the planned closures by 
approximately 15 additional legacy branches, representing a 13% reduction in total branches by the 
end of 2016 as compared to the start of the third quarter.  The right sizing of Valley’s branch network, 
through closing or downsizing branches is a major component in the Bank’s organizational wide cost 
cutting initiatives.   
 
At this point we wish to emphasize the fact that we still believe in the value of a well-structured branch 
system, positioned to serve the needs of our current and potential clients both living and working in 
our marketplace.  What we are focusing on is eliminating redundancy and oversized branches 
throughout the network.  With alternative delivery channels lowering foot traffic at branches, it has 
become apparent that multiple offices in close proximity to each other is not a winning approach.  
Strategically positioning our offices within a few miles of each other accomplishes our objective to 
service customer needs while better controlling expenses.   
 
Also, we wish to note that many of the branches we are closing were the result of mergers where 
overlaps were tolerated. Most notably, none of the branches selected for closure are located in low to 
moderate income areas as we do not wish to diminish our CRA efforts. 
 
In total, we plan to reduce non-interest expense by approximately 4.2%, comprised of $10 million in 
specific branch savings, coupled with an additional $8 million attributable to non-branch staff 
reductions and enhancing the utilization of technology to streamline various aspects of Valley’s 
business model.  We anticipate recognizing a significant portion of the cost saves in 2016, with the 
remainder realized the following year.  As to the cost saves, Alan will provide additional detail in his 
prepared remarks. 
 
While the reduction in non-interest expense generated from the cost saves is significant, it alone will 
not bring our bottom line to the level we find acceptable.  
 
To that end, this month we prepaid $795 million of our borrowings with an average cost of 3.78%.  
Valley will incur a pre-tax prepayment penalty in the 4th quarter equal to approximately $50 million.  
The laddered replacement funds have a duration of approximately one year and an average fixed rate 
cost of 0.56%.  We anticipate a boost to the Bank’s annual net interest income of approximately $26 
million or approximately 7 cents per share, as a result of the transaction.  
 
We also note that even after recognizing the prepayment charge; we still anticipate showing a 
profitable 4th quarter, maintaining Valley’s record of never reporting a losing quarter.  Also, at this 
time, we anticipate, subject to Board approval, that we will continue to pay our normal quarterly 
common stock cash dividend at its current rate of $0.11 per share. 
 
Waiting until now to prepay the debt is justifiable in our thinking because as we have begun to 
approach the normal maturity of the debt the prepayment penalty has shrunk to a more manageable 
level.  Had we prepaid the debt much earlier, the impact to capital would have been significant and 
the common stock cash dividend may have been dramatically impacted. 
 



     
In addition, in March and April of 2016, $182 million of additional borrowings, costing on average 
4.69%, will contractually mature, requiring no prepayment penalty to be taken and further improving 
the Bank’s net interest income.  Another $75 million at 5% will mature on July 25, 2016. 
 
As I mentioned earlier, the interest rate and economic environment remain challenging.  The steps we 
are announcing today will enable Valley to expand net income while not denigrating the Bank’s 
conservative credit culture and risk profile.  Instead, we intend to lever these core competencies to 
further expand the Bank’s operating footprint and capture greater market share. 
 
Valley is a growth story.  In addition to lifting our organic loan growth, we acquisitively entered the 
Florida market in late 2014 with the 1st United Bank acquisition.  Since that time, the Florida franchise 
has produced double digit loan growth.  Consistent with our desire to make a more important 
difference, Valley embraced a dual strategy to grow Florida both in an organic and in an acquisitive 
manner. 
 
In May of 2015, just 7 months after closing on the acquisition of 1st United, we announced the 
agreement to acquire the $1.4 billion asset CNL bank.  On October 23, 2015, we announced Valley 
had received final OCC approval to merge-in CNL, which will be closed later this quarter.   
Combined with our Florida operations, under Valley’s single charter, CNL will help us significantly 
grow our Florida banker team, through the addition of many seasoned and highly regarded bankers; 
give us a new or reinforced presence in Florida’s major population centers and cause Valley’s Florida 
operations to be an even more important contributor to Valley’s earnings and market share.  As with 
the 1st United acquisition we anticipate having CNL completely integrated onto our data system within 
a few months following the closing. 
 
We are excited about the initiatives announced today.  We believe each will provide an opportunity to 
generate improved financial performance, while enabling Valley to grow the balance sheet in a 
responsible manner, cognizant of both long-term interest rate risk and credit cycles.    
 
Alan D. Eskow, Senior Executive Vice President and Chief Financial Officer 
 
For the quarter, Valley’s fully tax equivalent net interest margin was 3.09%, a decrease of 13 basis 
points from the 2nd quarter.  The linked quarter reduction is largely attributable to a decrease in 
customer swap fee income, contraction in loan recovery income, combined with a decrease in 
accretion to Valley’s legacy covered loan portfolio.  In total, the sequential quarter decline as a result 
of these items was approximately $5.0 million.  Valley’s core margin, exclusive of the aforementioned 
declined approximately 2 basis points from the 2nd quarter, as Valley’s cost of deposits increased one 
basis point to 0.41% and the yield on interest earning assets declined 2 basis points, once again 
exclusive of the $5.0 million in items previously referenced.  For the period, the yield on taxable 
investments increased 17 basis points to 2.67% as premium amortization declined by $1.3 million, 
largely due to a decline in MBS paydowns of 19%. 
 
As Gerry referenced earlier, in October, the Bank prepaid approximately $800 million of borrowings 
with an effective cost of 3.78%.  Replacement funds were comprised of term fixed rate brokered 
money market deposits and term fixed rate repurchase agreements.  The average duration of the new 
funds is equal to approximately one year with a weighted average cost of 0.56%.  We anticipate 
Valley to recognize approximately a 2 month benefit in the 4th quarter due to the restructure, ultimately 
being fully recognized in the 1st quarter of 2016.  For the 4th quarter, we expect a reduction in 
borrowing costs equal to $4.3 million, lowering the Bank’s total cost of average long and short term 
borrowings to 3.10% from 3.72%, as recognized in the third quarter.  The full net interest income and 



     
margin impact of the prepayment will be realized in the 1st quarter, as we anticipate the cost of 
borrowings to decrease an additional 31 basis points.   
 
In addition, during March and April of 2016, approximately $182 million of additional borrowings are 
scheduled to mature.  These borrowings currently have a weighted average cost of 4.69%.  Based on 
the Bank’s current interest rate risk profile we expect to replace these funds with a duration similar to 
that of the funds used to replace the prepaid borrowings.   
 
Non-interest income for the quarter increased slightly from the prior period, as increases in gain on 
sale of loan revenue was, in part, mitigated by a moderate level of losses on assets largely 
recognized in conjunction with the branch right sizing initiative announced in the second quarter.  As 
Gerry alluded to in his prepared remarks, during the third quarter, Valley acquired approximately $334 
million in residential mortgages comprised in part with adjustable rate loans.  As a result of the 
purchase, coupled with the Bank’s asset liability risk management program, Valley intends to originate 
and sell most of the new fixed rate residential mortgage production.   
 
Non-interest expense for the quarter was $108.7 million, an increase of $1.3 million from the prior 
linked quarter.  The increase is largely attributable to valuation adjustments on certain OREO 
properties equaling $1.1 million, $700 thousand of additional amortization expense attributable to tax 
credits and approximately $200 thousand of professional and legal fees associated with the pending 
CNL acquisition.   
 
During the quarter, 7 branch locations were closed, in conjunction with the Bank’s previously 
announced branch right sizing program.  In conjunction with a macro assessment of bankwide 
expenses, we now intend to increase the total branch closings to approximately 28, or roughly 13% of 
the entire branch network from when the strategy was initially announced.  We expect to reduce 
annual operating expenses by approximately $10 million, once all 28 locations have been closed.  
Further, $8 million of additional annual cost saves have been identified, largely resulting from 
reductions in staff and improved use of technology throughout the organization.  We anticipate 
recognizing a significant portion of the pro-rated cost saves throughout 2016, and the remaining 
savings will be realized by the end of the 1st quarter in 2017.  Of the total annual savings, 
approximately $12.5 million, or 70% of the total saves will be recognized through salary and benefit 
reductions.  We intend to recognize severance expense of less than $1.0 million in the 4th quarter as a 
result of the reductions in staff.  Approximately $4.3 million of the total annual cost reductions will be 
recognized in occupancy and equipment expense, largely attributable to the branch closings.  We 
expect to recognize approximately $3.5 million in non-recurring expenses during the course of 2016 
as the branches are closed.  The remaining $1.2 million of annual cost reductions will be recognized 
in the other expense category, with the majority realized by the second quarter of 2016.   
 
The total completed cost saving initiatives, when combined with the borrowing restructure are 
expected to increase annual pre-tax net income by approximately $44 million. 
 
The effective tax rate for the quarter was 22%, a decline from the 28% rate recognized in the 2nd 
quarter.  In the 4th quarter, the effective tax rate directly attributable to the $50 million prepayment 
penalty will be approximately 35%, while we anticipate the effective rate on Valley’s ordinary operating 
results to range between 25% and 27%, once again exclusive of the prepayment penalty.   
 
Asset quality as of September 30th was solid, as gross loan loss recoveries of $3.7 million exceeded 
gross charge-offs by $1.7 million.  We recognized $94 thousand of provision expense for credit losses 
during the quarter, when combined with the net recoveries, increased the Bank’s ending allowance for 



     
credit losses from $104.9 million in the 2nd quarter to $106.7 million as of September 30th.  Total non-
accrual loans increased slightly from the second quarter, yet still only represents 0.39% of the Bank’s 
total loan portfolio 
 
In conclusion, we are excited about the Bank’s future prospects.  We look forward to consummating 
the CNL Bank acquisition in December.  We believe the growth prospects for the Bank are solid 
combining both synergies from CNL with improved net income metrics spearheaded by todays 
announced cost savings and balance sheet restructure. 
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