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Gerald H. Lipkin, Chairman, President and CEO 
 
Good Morning and welcome to our 4th quarter earnings conference call.    
 
This morning, we are excited to announce Valley’s fourth quarter operating results, and provide an 
update on many of the strategic initiatives announced last quarter.  For the quarter, net income was 
$4.7 million, continuing Valley’s streak of having never reported a losing quarter.  Although the bottom 
line results weren’t stellar, we are extremely pleased with the core earnings and the foundation 
established to generate increased revenue in 2016 and beyond. 
 
Many infrequent items impacted the quarter results, such as the expense incurred on the 
extinguishment of $845 million in high cost debt, merger expenses related to the CNL acquisition and 
infrequent expenses associated with the previously announced strategic cost reduction initiative.  Alan 
will provide additional detail on each of those items in his prepared remarks. 
 
Last quarter we announced the prepayment of $795 million in long-term debt, which was originally 
scheduled to mature in 2017.  In the latter half of December, we prepaid an additional $50 million, 
which was scheduled to mature in the first quarter of 2018.  The total expense recognized in the 4th 
quarter to extinguish the $845 million was $51.1 million and we anticipate, net of the cost of 
replacement funds, annual interest expense savings of approximately $27 million.  
 
For many years we have assessed the potential benefits of restructuring our high cost borrowings.  
While the reduction in interest expense would have been beneficial to all of our performance metrics, 
such as our net interest margin and our return on assets, until now the long-term implications would 
have been severe as the prepayment penalty would have been so large that it clearly would have 
necessitated a significant injection of capital and therefore negatively impacted our cash dividend as 
well as earnings per share indefinitely.   Waiting until now to prepay this portion of the high cost debt 
is justifiable in our thinking as the prepayment expense became more manageable and the reduction 
to current period net income absorbed the expense without necessitating the infusion of additional 
capital.  
 
In addition to the forecasted reduction in interest expense attributable to the above mentioned debt 
extinguishment, during March and April of 2016 an additional $182 million of long-term debt with an 
average cost of 4.69%, will contractually mature and be replaced with less expensive funding.  
Further, in July another $75 million at 5% will mature.  We believe the benefit of the maturing debt, 
coupled with the recent increase in the U.S. prime rate will have a positive impact on the Bank’s net 
interest margin and more importantly net income. 
 
The prepayment of the Valley debt was only one of the important initiatives implemented in 2015 to 
improve the Bank’s long-term earnings.  As a result of the changes in customer behavior and 
additional delivery channel alternatives, in 2015 we announced the consolidation of 28 redundant 
legacy branches, representing nearly 13% of the Valley’s branch network, pre CNL.  Of the 28 
announced closures, 13 have been consummated and the remaining 15 are expected to be 
completed during this calendar year.  Expenses associated with these closings also were recognized 
in the 4th quarter, for which Alan will provide additional information.   
 



     
The optimization of our branch network is a perpetual endeavor as the banking environment continues 
to change.  As we work to right size the branch network and enhance operations, additional branch 
closures may materialize. 
 
We firmly believe in the long-term advantages of a well-structured branch system, positioned to serve 
the needs of our current and potential clients both living and working in our marketplace.  With the 
continued growth of internet, remote deposit capture and mobile banking technology, strategically 
positioning our offices within a few miles of each other accomplishes our objective to better control 
expenses and more importantly provide banking services that current and future customers demand.  
The age of locating a branch on every street corner clearly no longer makes economic sense. 
 
Valley’s future earnings prospects are expected to improve based on each of the aforementioned 
initiatives. Supplementing the branch closings and balance sheet enhancements, during the 4th 
quarter we also completed our acquisition of CNL which further expanded our operations to some of 
the most attractive markets in Florida.   
 
With the consummation of the CNL merger, Valley’s Florida footprint now equals approximately 15% 
of the deposit franchise with 36 branches in the sunshine state.  Our outlook for Florida remains 
positive and we anticipate continued double digit organic growth within this market.   Valley will benefit 
by the many seasoned and highly experienced bankers at CNL.   
 
When combined with Valley’s established Florida team, CNL should be a significant contributor to the 
Bank’s earnings and market share.  We anticipate having CNL completely integrated onto our core 
data systems next month and expect to recognize our projected cost saves shortly thereafter. 
 
The CNL acquisition, as expected, impacted the linked quarter comparison of Valley’s balance sheet.  
Approximately $813 million of the just over $1.0 billion in loan growth was a result of the merger.  
Although total net loans, excluding those contributed by CNL, grew approximately $200 million from 
the third quarter, total loan origination volume was strong with over $1.0 billion of new originations.  
The 4th quarter new volume was solid and represents a significant increase from 3rd quarter total new 
loan originations of approximately $800 million.   
 
Loan purchase activity during the quarter was largely limited to residential mortgages which enabled 
Valley to meet its CRA goals.  The strong organic origination activity reflects the value of Valley’s 
multifaceted consumer and commercial origination platforms, coupled with its diverse regional 
footprint.   
 
For the full year of 2015, Valley originated over $3.3 billion of loans excluding loan purchases, 
compared to approximately $2.8 billion of organic originations in 2014.  In addition to the 2015 organic 
originations, Valley purchased approximately $1.2 billion of residential mortgages and multi-family 
loans.  The combined $4.5 billion of new volume in 2015 delivered $1.8 billion or 13.15% annual loan 
growth, excluding CNL, net of normal repayment and refinance activity.   
 
While the US economy is growing at a tepid rate, most of the markets that we operate in appear to be 
showing stronger growth than the nation as a whole.  This is reflected in Valley’s loan pipeline which 
remains very strong and we are beginning 2016 with a very positive outlook. 
 
Furthermore, our loan portfolio ended the year in excellent condition with total delinquencies equal to 
0.55% of total loans and aggregate non-performing assets of only $78.2 million.  At this time, our 
client base, as reflected in their most recent financials, generally appear to be in good condition. 



     
 
The competitive landscape remains challenging, both as a result of the competition’s liberalization of 
lending terms coupled with the interest rate environment.  We are pleased with the level of loan 
origination activity within Valley’s geographic footprint in spite of the external hurdles.  During 2015, 
we were able to expand the loan portfolio at a double digit pace, while maintaining Valley’s 
conservative underwriting standards.  We believe the Bank’s diverse product set and geographic 
footprint provide a tremendous foundation for continued growth in 2016.  Further, the recently 
executed cost reduction and borrowing initiatives, in combination with the additional $257 million of 
maturing high cost borrowings support Valley’s strong belief of improved operating performance 
during 2016.    
 
Alan D. Eskow, Senior Executive Vice President and Chief Financial Officer 
 
For the fourth quarter, there were numerous moving parts which impacted the financial statements.  
My commentary will provide a detailed overview of each section, highlighting some of the infrequent 
items. 
 
For the quarter, Valley’s fully tax equivalent net interest margin was 3.30%, an increase of 21 basis 
points from the 3rd quarter.  The linked quarter expansion is largely attributable to a reduction in 
interest expense from our borrowing portfolio, combined with an increase in customer swap and 
recovery income from the loan portfolio.  During the 4th quarter, Valley prepaid $845 million of long-
term debt, which directly reduced linked quarter interest expense by approximately $4.5 million, or 10 
basis points on the margin, net of the new funding cost.  The majority of the debt was extinguished by 
the end of October, and as a result, Valley anticipates approximately $2.2 million of additional 
reduction in 1st quarter interest expense resulting from the transaction.  All else being equal, the 
further reduction in interest expense will likely increase the margin by approximately 5 basis points. 
 
The yield on earning assets for the quarter was 4.12%, an increase of 11 basis points from the 3rd 
quarter yield.  Included in 4th quarter interest income was $2.7 million of interest income from closed 
purchased credit impaired loan pools, which added approximately 6 basis points to the earning asset 
yield.  In addition, customer swap fees increased $2.5 million on a linked quarter basis, which resulted 
in a further benefit to the earning asset yield of 5 basis points.  In the aggregate, these two items 
positively impacted the 4th quarter net interest margin by approximately 11 basis points.  In future 
periods we anticipate continued customer swap income and on occasion recovery income, however 
the amount recognized in the quarter is greater than what the Bank typically realizes quarterly. 
 
Further impacting the margin and net interest income during the quarter, albeit, to a lesser degree, 
was the impact of the CNL acquisition which closed on 12/1/15.  The 4th quarter margin was positively 
impacted by approximately one basis point, which we expect will increase to two basis points from a 
full quarter of earnings. 
 
The market interest rate environment, coupled with the competitive landscape continues to pressure 
new loan volume yields, resulting in downward pressure on the margin.  That being said, the 
aforementioned items, in conjunction with the December increase in the targeted Fed Funds rate, as 
well as the additional high cost borrowings of $257 million maturing in 2016 should positively impact 
net interest income and the margin. 
 
Total linked quarter non-interest income increased $3.1 million to $24.0 million, largely the result of an 
increase in gain on sale of assets.  During the quarter, Valley recognized approximately $4.8 million in 
net gains on the sale of two branch facilities, while also incurring fixed asset impairment expense of 



     
$1.9 million associated with the scheduled 2016 branch closures.  Both items, which net to $2.9 
million, are infrequent in nature. 
 
Total non-interest expense in the 4th quarter of $174.9 million represents an increase of $66.2 million 
from the prior quarter, mainly the result of multiple infrequent items coupled with one month of normal 
expenses, equal to approximately $2.3 million, attributable to the CNL acquisition.  Infrequent items, 
which we do not anticipate recognizing in the 1st quarter of 2016, equal approximately $64.0 million.  
The loss of $51.1 million on the debt extinguishment, an incremental increase of $7.9 million in 
amortization of tax credits combined with $1.5 million of merger expenses and $3.5 million in charges 
associated with the previously announced cost save initiatives comprise the total infrequent items.   
 
As Gerry stated earlier, we anticipate integrating CNL’s data systems in February.  As a result, many 
of the anticipated cost saves will not be realized until the second quarter of 2016.  In addition, Valley’s 
1st quarter non-interest expense is typically slightly inflated as a result of increases in payroll taxes 
and weather related expenses.    
 
A portion of the income tax benefit of $6.3 million realized in the 4th quarter is largely attributable to an 
increase in the investment tax credits linked to the aforementioned incremental increase in 
amortization of tax credits coupled with lower pre-tax net income.  For 2016 we anticipate the effective 
tax rate will range between 27 and 30 percent, in conjunction with a normalized amortization of tax 
credit expense equal to approximately $5.0 million a quarter. 
 
Asset quality as of December 31st was solid, as total non-accrual loans as a percent of total loans 
remained flat from the prior quarter at 0.39%.  Total accruing past due loans declined slightly to $26.1 
million from $29.1 million in the prior quarter, largely the result of a decline in loans past due 90 days 
or more.  The allowance for credit losses increased from $106.7 million at the end of the third quarter 
to $108.4 million as of December 31, 2015, as the provision for credit losses realized during the 
quarter of $3.5 million exceeded total net charge offs of $1.8 million.  As a result of the increased 
allowance, coupled with the increase in non-PCI loans, the allowance for credit losses as a percent of 
non-PCI loans was 0.79% for the 4th quarter, and equal to the prior quarter.  The loans acquired from 
CNL were accounted for as purchased credit impaired loans and a fair value purchase accounting 
mark of approximately $38.0 million was recorded at the acquisition date.   
 
In conclusion, we are excited about the Bank’s future prospects.  The cost save initiatives outlined in 
today’s release will begin to impact non-interest expense in the first quarter of 2016.  The benefits 
associated with the debt restructuring favorably impacted 4th quarter earnings and we anticipate the 
full quarterly benefit in the 1st quarter of 2016.  Further, additional high cost debt will mature in March, 
April and July of 2016, providing a reduction in future period interest expense.  These items when 
viewed in conjunction with expected growth in loans and benefits from the CNL merger provide an 
improved outlook for Valley in 2016. 
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