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Gerald H. Lipkin, Chairman, President and CEO 
 
Good Morning and welcome to our 4th quarter earnings conference call.    
 
For the quarter, Valley reported net income of $25.1 million or $0.11 per diluted common share.  The 
quarter included many infrequent items, most of which Alan will provide more detail on during his 
remarks.  For the full year of 2014, the Bank produced net income of $116.2 million or $0.56 per 
diluted common share.  With the close of 2014, Valley continued its history of generating positive 
earnings and creating long-term sustainable growth in equity for its shareholders.  
 
As with most commercial banks, Valley’s revenues remain under pressure as the result of the 
continued record low interest rate environment.  The good news; however, is that our relatively high 
cost borrowings are beginning to mature and if rates remain low over the next few years our cost of 
funds should decline significantly.  Also, the amortization expense attributable with our FDIC loss 
share receivable will drop by several million dollars a quarter beginning at the end of March. 
 
During 2014 Valley embarked on multiple significant strategic initiatives to address technological 
changes affecting the entire banking industry as well as the demographic and economic changes 
unique to Valley. 
 
A little over a year ago we announced our branch modernization initiative to incorporate new delivery 
channels and self-service banking platforms designed to meet the changing needs of our customer 
base and to remain competitive with the leaders in the banking industry.  Our plan incorporated 
introducing new technologies to enhance the customer experience, while modifying the branch 
network to right size our branches to meet the change in customer foot traffic and services required at 
each branch.   
 
During the past twelve months we have introduced an enhanced mobile banking platform providing 
our customers the capability to deposit checks from their smartphones and in the next few weeks we 
will be adding P2P payments through the use of smartphones.  
 
The improvements made in Valley’s delivery channels weren’t limited to new mediums of interacting 
with our customers, as we have introduced 85 new teller cash recycling machines in our branch 
network and are on track to introduce this labor saving equipment and customer enhancing 
experience throughout our branch system during 2015.   
 
Another phase of our modernization program is to replace conventional ATMs with new dynamic 
enhanced ATMs.  To date, nearly 200 machines have either been modified or replaced with the new 
technology and we anticipate completing the entire bankwide upgrade by the end of 2015.  
Additionally, we intend to complete the installation of the new ATM technology in Valley’s entire 
Florida footprint by the end of this quarter.  With the introduction and subsequent expansion of this 
strategic initiative, Valley has begun to experience positive operating leverage through the reduction 
in both staffing and occupancy expense. 
 
Since the beginning of 2014 these initiatives have enabled us to reduce branch staff by nearly 10%, 
representing in an annual reduction in salary and compensation expense of over $3.5 million.  
Further, the new technology has a corollary benefit, wherein, the square footage required at most 
locations has been reduced.  Many of Valley’s branches currently occupy locations with floor plans in 



     
excess of 3,000 square feet.  Interior blueprints and designs incorporating the new delivery channels 
require far less space and enable Valley to reduce its branch footprint, while continuing to fully service 
our customers. 
 
During the quarter, we announced the sale of another branch location in Manhattan for a pre-tax gain 
of $17.8 million.  We intend to relocate that branch directly across the street in a location which 
incorporates many of the features consistent in Valley’s new branch model.  The right sizing of 
Valley’s branch network is an important strategic initiative and we believe paramount to adapting with 
the changing customer behavior across the banking landscape.   
 
Although the gain on sale is reflected as an infrequent event, Valley continues to own over 100 of its 
branch locations.  Most of these facilities are carried at a cost basis significantly less than the current 
market value.  Therefore this occurrence should not be considered a unique event, as this is the third 
such move in the last few years.  As we continue to implement Valley’s branch modernization 
program and evaluate our traditional branch network, similar opportunities may manifest, producing 
gains in the future. 
 
The most strategic initiative which took place in 2014, was our expansion into the Florida marketplace 
with the acquisition of 1st United Bank.   The transaction provided Valley an entrée into one of the 
fastest growing markets in the United States.  The three year growth in gross metro product within 
Valley’s new Florida footprint was among the best in the country.  The favorable demographic shifts in 
Florida should provide a catalyst for additional loan and deposit growth while diversifying the Bank’s 
income stream.   
 
We must emphasize; however, that we still believe that our traditional core base in New Jersey and 
New York remains the strongest economic market in the United States and continues to generate 
enormous opportunity for Valley.  The addition of Florida to our franchise is viewed simply as a means 
to accelerate and diversify our growth. 
 
Although the acquisition of 1st United just closed in November of 2014, we have already begun to 
witness benefits as linked quarter loan growth, exclusive of acquired balances, were positively 
impacted by loans originated in the Florida marketplace.  Specifically Valley’s combined C&I and CRE 
net organic loan growth, was $83.5 million of which nearly 24% was contributed by Florida during the 
two month period since the 1st United acquisition closed.  We continue to expect gains in loan 
origination volume from Florida as commercial lending synergies are embraced and the consumer 
lending advertising campaigns are implemented.   
 
In addition to loan originations, the Florida marketplace has become an attractive funding source for 
the Bank, at deposit rates equal to or lower than we find in Valley’s northern footprint.  As an example, 
Valley introduced its 13 month certificate of deposit throughout the 1st United branch franchise at an 
interest rate equal to Valley’s current offering in New Jersey and New York.  Within 6 weeks, the 20 
Florida branches originated over $70 million in this deposit product, exceeding the originations of 
Valley’s entire 200 branch northern footprint for this product during the same period.   
 
The Florida deposit program has a dual benefit of generating funds at rates equal to or less than 
Valley’s prior capabilities, as well as introducing the Valley brand of consumer loan products such as 
automobile and residential mortgage lending.   
 
During the month of January, Valley launched an advertising campaign associated with its $499 
residential mortgage refinance program.  The campaign consists of television, radio and newspaper 



     
spots.  With interest rates approaching historical lows, we anticipate an increase in 2nd quarter 
residential origination volume.   
 
As a corollary benefit to the media campaign for residential mortgage our company’s name 
recognition has grown dramatically throughout the areas where the program has been launched.  In 
particular this name recognition is proving to be a major benefit to our Florida lenders in their efforts to 
build commercial loan volume. 
 
Although the highlight for the quarter was the merger closing between Valley and 1st United, loan 
activity within Valley’s northern footprint was also brisk.  Total organic non-covered loan growth, 
exclusive of assets acquired via 1st United, expanded nearly 6.0% on an annualized basis.  For the 
quarter Valley generated nearly $800 million in loans, roughly equal to the balance originated in the 
prior quarter and approximately 6.0% greater than the same period one year ago.  For the full 12 
months, the Bank originated nearly $2.9 billion of new loans.   
 
Of the 2014 originations almost $2.0 billion were commercial, evenly split between traditional C&I and 
commercial real estate.  A disproportionate percentage of the CRE originations continue to be 
sourced from New York City as real estate construction activity in Long Island and New Jersey 
remains tepid.  However, C&I activity in New Jersey was strong for the 4th quarter with new loan 
originations roughly equaling the levels generated in New York.   
 
Competition for quality assets remains intense. From our perspective, there is an excessive amount of 
money chasing a limited supply of borrowers.  Although Valley remains competitive on pricing, we 
continue to be unwilling to expand volume by relaxing terms and conditions beyond our normal 
prudent underwriting standards.  We continue to remain diligent in our underwriting and resist 
moderating criteria simply to grow the Bank.   
 
Similar to my comments regarding the commercial loan landscape, Valley’s consumer lending 
portfolio, mirrors that of the commercial portfolio.  For the quarter, Valley originated over $140 million 
of consumer loans, largely automobile.  While the net new yield is lower than Valley’s blended rate on 
total loans, these loans remain attractive based on Valley’s expected duration and loss history within 
this sector.   
 
Although total linked quarter residential mortgage loans contracted, exclusive of the loans acquired 
from 1st United, origination volume was stronger than the third quarter of 2014 as the drop in market 
rates, coupled with increased advertising facilitated growth.  For the quarter, Valley originated 
approximately $110 million in residential mortgage loans, of which 75% were refinances.  Application 
volume improved as well increasing from $162 million in the third quarter to $256 million in the fourth 
quarter.   
 
Again we have begun to aggressively market Valley’s $499 residential mortgage refinance product in 
all of our markets and anticipate increased activity as a result.  However, many of the applications 
processed today will not close until the second quarter. 
 
The Florida residential mortgage campaign reflects the initial combined marketing efforts of Valley and 
1st United.   The Florida lenders have begun soliciting larger commercial customers and as a result we 
anticipate recognizing significant activity.  The operational merger of our data systems is on schedule 
to occur by the end of February.  We anticipate a seamless conversion and are looking forward to the 
ancillary benefits of operating the entire bank on one platform.    
 



     
Alan D. Eskow, Senior Executive Vice President and Chief Financial Officer 
 
The 4th quarter financial results included the November 1st acquisition of 1st United Bank as well as 
other infrequent items which significantly impacted the reported net income and associated 
performance metrics.   
 
In direct association with the 1st United transaction, Valley incurred merger expenses during the 4th 
quarter totaling approximately $1.5 million of professional and legal fees, and also $7.6 million of 
after-tax valuation adjustments to Valley’s deferred tax asset. The combined negative impact of these 
two items on Valley’s diluted earnings per share for the quarter was $0.04.  While the merger charges 
reflect customary transaction fees synonymous with an acquisition, the adjustment to the valuation of 
Valley’s deferred tax asset is unique and is largely attributable to the difference in state income tax 
rates and income allocations between New Jersey, New York and Florida.    On a prospective basis, 
Florida’s lower effective state business tax rate will be a benefit to the Bank, however, the value of the 
previously recorded deferred tax assets is immediately reduced as a result of the difference in tax 
rates between the states and therefore a direct result of the merger. 
 
Other infrequent expenses recognized during the quarter consisted of $15.5 million in non-interest 
expense including $10.1 million attributable to the extinguishment of $275 million of long-term debt 
and a $5.4 million increase in the amortization of tax credits due to new credits immediately 
recognized as a tax benefit in the 4th quarter.  The after-tax impact of these items on Valley’s 4th 
quarter diluted earnings per share was approximately $0.04. 
 
Partly mitigating the combined negative impact of the aforementioned infrequent items was a gain of 
$17.8 million related to the sale of a Manhattan branch location as discussed in today’s press release.  
The after-tax increase to diluted earnings per share related to this transaction was approximately 
$0.05.   
 
As indicated earlier, many of the core metrics used to assess performance were significantly impacted 
due to the acquisition of 1st United.  Linked quarter non-covered loan growth of $1.1 billion included 
$954.3 million of non-covered loans acquired from 1st United Bank.  Exclusive of these loans, Valley 
organically generated linked quarter annualized loan growth of 6.2%. This loan growth was a major 
variable in the expansion of Valley’s interest income on loans from $135.1 million to $150.3 million.  
Of the $15.2 million increase, approximately $9.9 million was the result of our new Florida operations.  
The average yield on loans during the quarter increased from 4.54% to 4.61%, largely due to the 
assets acquired as the yield on new loans originated by Valley in the quarter averaged only 
approximately 3.55%.  Although the average yield on aggregate loans increased for the quarter, the 
blended rate on total earning assets contracted 3 basis points to 4.24%, largely due to the increase in 
short-term liquidity, coupled with the contraction in yield on taxable investments. 
 
The cost of funds declined to 1.03% from 1.11% in the prior quarter as on average the Bank utilized 
deposit funding sources to a greater degree.  The shift in funding composition was attributable both to 
the balances acquired from 1st United, as well as strong organic deposit growth witnessed in Valley’s 
New Jersey and New York branches.  Of the $2.2 billion in deposit growth realized between the 3rd 
and 4th quarter, approximately $750 million was generated organically excluding the effect of the 
assumed 1st United deposits.  As a result of the increases in deposits Valley’s non-covered loan to 
deposit ratio as of December 31, 2014 stood at 94.5%, with over 30% of the deposit base being non-
interest bearing demand.  The cost of deposits remained flat from the prior quarter at 0.41%, as 1st 
United’s cost of deposits largely mirrored Valley.  
 



     
As a result of the decrease in Valley’s cost of funds, partly mitigated by the contraction in blended 
earning asset yields, Valley’s linked quarter net interest margin expanded 4 basis points to 3.20% 
from 3.16% in the 3rd quarter.  As previously referenced, Valley extinguished $275 million of long term 
debt during late December.  The average cost of the borrowings was approximately 4.52% and from a 
funding perspective was replaced with excess liquidity earning Valley approximately 25 basis points.  
We anticipate the full savings from the debt prepayment to impact both the 1st quarter net interest 
income and margin.    
 
Total non-interest income increased approximately $14.8 million from the prior quarter as Valley 
recognized a $17.8 million gain on the sale of a branch location in Manhattan. Partly mitigating the 
gain was a reduction in non-interest income of $5.4 million resulting from the decrease in the FDIC 
loss share receivable from the third quarter.  As of quarter end, the FDIC receivable equates to just 
under $14 million in the aggregate, of which $6.9 million was assumed with the acquisition of 1st 
United.  The commercial portion of Valley’s legacy loss share with the FDIC expires at the end of the 
first quarter of 2015, after which a small percentage will be left to cover future exposures arising from 
the single family component of the loss share arrangement.  As a result the quarterly amortization 
related to the receivable will materially contract in the first quarter of 2015 and be negligible thereafter. 
 
Total non-interest expense during the quarter was $121.3 million, an increase of $29.8 million from 
the prior quarter.  The increase is largely attributable to the $10.1 million prepayment penalty incurred 
on early extinguishing of debt, the increase of $5.4 million in the amortization of tax credit 
investments, merger expenses of $1.5 million and the additional operating expense incurred related to 
the acquisition of 1st United Bank.  As Gerry indicated earlier, we are on schedule to complete the 
operational phase of the merger by the end of February, at which time many of the identified cost 
saves are expected to be recognized.   
 
 
Credit quality for the quarter was very positive although net charge-offs on total loans increased to 
$4.3 million, largely the result of a write-down to one impaired construction loan.     Total non-accrual 
loans declined $4.2 million or almost 7.0% from the balances reported as of September 30th.  The 
December 31st balance of $55.8 million reflects a 41% contraction from the same period one year 
ago.  Total accruing past due loans remained relatively flat with the prior quarter at $31.2 million 
compared to $46.9 million as of December 31, 2013.  The improvement in Valley’s credit quality, 
coupled with the acquisition of $1.2 billion of loans accounted for as purchased credit impaired were 
key variables in the linked quarter reduction in Valley’s allowance for non-covered loan losses as a 
percentage of non-covered loans. 
 
At quarter end, Valley’s purchased credit impaired loan portfolio equaled $1.7 billion, net of 
approximately $105 million of fair value accounting marks remaining.  While these fair value marks 
are specifically earmarked against each of the various loan pools, it is appropriate to incorporate the 
balance when assessing Valley’s overall reserves for potential bad debts.  Similarly, unlike the 
allowance for credit losses which under current regulatory guidance is a component of tier II 
regulatory capital, the fair value mark to the PCI loan balances is excluded from the calculation.  
Although from my view both the fair value credit mark and allowance provide a cushion against future 
loan losses, the inconsistency in which the regulators account for each, and the resulting impact on 
capital ratios appears uneven.   
 
Irrespective of this contradiction, Valley’s regulatory capital ratios remain strong as Valley’s Tier 1 
common capital ratio increased from 9.22% in the third quarter to 9.40%.  During the same period, 
Valley’s Tier II equity declined slightly from 11.44% to 11.42%, in large part due to the risk weighted 



     
assets acquired from 1st United, the elimination of their allowance for loan loss under purchase 
accounting and the aforementioned inability to apply the new fair value loan mark. We believe, as of 
December 31st, Valley’s capital ratios are appropriate for the Bank’s risk profile. 
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