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SELECTED FINANCIAL DATA

(Dollars in millions, except per share amounts and unless otherwise noted) 2006(1) 2005 2004 2003(3) 2002
Net Interest Income $ 1,499 $ 1,340 $ 1,157 $ 1,143 $ 1,159
Noninterest Income 5,322 4,698 4,377 3,723 2,875

Revenue 6,821 6,038 5,534 4,866 4,034
Provision for Credit Losses (20) (7) (4) 132 634
Noninterest Expense 4,671 4,067 3,698 3,304 2,367

Income from Continuing Operations Before Income Taxes 2,170 1,978 1,840 1,430 1,033
Income Taxes 694 635 587 458 320

Income from Continuing Operations 1,476 1,343 1,253 972 713
Income from Discontinued Operations, Net of Taxes 1,535 228 187 185 189

Net Income $ 3,011 $ 1,571 $ 1,440 $ 1,157 $ 902

Basic EPS:
Income from Continuing Operations $ 1.95 $ 1.75 $ 1.63 $ 1.29 $ 0.99
Net Income 3.98 2.05 1.87 1.54 1.25
Diluted EPS:
Income from Continuing Operations 1.93 1.74 1.61 1.28 0.98
Net Income(2) 3.93 2.03 1.85 1.52 1.24
Cash Dividends Per Share 0.86 0.82 0.79 0.76 0.76

At December 31
Securities $ 21,106 $ 27,218 $ 23,770 $ 22,780 $ 18,233
Loans 37,793 32,927 28,375 28,414 24,743
Total Assets 103,370 102,118 94,529 92,397 77,740
Deposits 62,146 49,787 43,052 40,753 40,828
Long-Term Debt 8,773 7,817 6,121 6,121 5,440
Common Shareholders� Equity 11,593 9,876 9,290 8,428 6,684
Market Capitalization (In billions) 29.8 24.6 26.0 25.7 17.4

Common Shares Outstanding (In millions) 755.861 771.129 778.121 775.192 725.971
Employees (Continuing Operations) 22,961 19,944 19,646 18,747 15,188

Ratios
Performance Ratios
Return on Average Common Shareholders� Equity 29.14% 16.59% 16.37% 15.12% 13.96%
Return on Average Tangible Common Shareholders� Equity 59.25 31.13 31.46 31.90 23.20
Return on Average Assets 2.82 1.55 1.45 1.27 1.13
Return on Average Tangible Assets 3.01 1.65 1.54 1.34 1.17
Net Interest Margin (Continuing Operations) 2.01 2.02 1.79 1.97 2.34
Pre-Tax Operating Margin (Continuing Operations) 32 33 33 29 26
Common Equity to Assets Ratio 11.21 9.67 9.83 9.12 8.60
Common Dividend Payout Ratio 21.78 41.00 42.22 48.83 60.78
Dividend Yield 2.2 2.6 2.4 2.3 3.2

Capital Ratios
Tier 1 Capital Ratio 8.19% 8.38% 8.31% 7.44% 7.58%
Total Capital Ratio 12.49 12.48 12.21 11.49 11.96
Leverage Ratio 6.67 6.60 6.41 5.82 6.48
Tangible Common Equity Ratio 5.13 5.57 5.56 4.91 5.47

Other Data
Assets Under Custody (In trillions)�Estimated
Total Assets Under Custody $ 13.0 $ 10.9 $ 9.7 $ 8.3 $ 6.8
Equity Securities 33% 32% 35% 34% 26%
Fixed Income Securities 67 68 65 66 74
Cross-Border Assets Under Custody $ 4.7 $ 3.4 $ 2.7 $ 2.3 $ 1.9
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Assets Under Management (In billions)�Estimated
Asset Management Sector
Equity Securities $ 39 $ 37 $ 36 $ 30 $ 22
Fixed Income Securities 21 20 22 19 19
Alternative Investments 33 15 15 9 6
Liquid Assets 38 33 29 31 29

Total Asset Management Sector 131 105 102 89 76
Foreign Exchange Overlay 11 10 9 6 4
Securities Lending Short-Term Investment Funds 48 40 26 17 �  

Total Assets Under Management $ 190 $ 155 $ 137 $ 112 $ 80

(1) The Company�s Retail Business, sold to JPMorgan Chase & Co. on October 1, 2006, has been accounted for as discontinued operations.
(2) Excluding the $2,159 million of pre-tax gain on the sale of the Retail Business and $151 million of pre-tax merger and integration costs, diluted earnings per

share would have been $2.26 in 2006.
(3) The 2003 results reflect $96 million of pre-tax merger and integration costs associated with the Pershing acquisition as well as a $78 million pre-tax expense

related to the settlement of a claim by General Motors Acceptance Corporation (�GMAC�) related to the 1999 sale of BNY Financial Corporation (�BNYFC�).

1
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MA NAGEMENT�S DISCUSSION AND ANALYSIS OF THE COMPANY�S FINANCIAL CONDITION AND RESULTS OF
OPERATIONS (�MD&A�)

The Bank of New York Company, Inc.�s (the �Company�) actual results of future operations may differ from those estimated or anticipated in
certain forward looking statements contained herein for reasons which are discussed below and under the heading �Forward Looking Statements
and Risk Factors.� When used in this report words such as �estimate,� �forecast,� �project,� �anticipate,� �confident,� �target,� �expect,� �intend,� �think,� �continue,�
�seek,� �believe,� �plan,� �goal,� �could,� �should,� �may,� �will,� �strategy,� �highly attractive,� �extraordinarily strong and rapidly growing competitor,� �synergies,�
�opportunities,� �superior returns,� �well-positioned,� �pro forma� and words of similar meaning, signify forward-looking statements in addition to
statements specifically identified as forward looking statements. In addition, certain business terms used in this document are defined in the
Glossary.

OVERVIEW

The Company�s Businesses

The Bank of New York Company, Inc. (NYSE: BK) is a global leader in providing a comprehensive array of services that enable institutions
and individuals to move and manage their financial assets in more than 100 markets worldwide. The Company has a long tradition of
collaborating with clients to deliver innovative solutions through its core competencies: securities servicing, treasury management, private
banking, and asset management. The Company�s extensive global client base includes a broad range of leading financial institutions,
corporations, government entities, endowments and foundations. Its principal subsidiary, The Bank of New York (the �Bank�), founded in 1784, is
the oldest bank in the United States and has consistently played a prominent role in the evolution of financial markets worldwide.

The Company�s strategy over the past decade has been to focus on highly scalable, fee-based securities servicing and fiduciary businesses, and it
has achieved top three market share in most of its major product lines. The Company distinguishes itself competitively by offering one of the
industry�s broadest array of products and services around the investment lifecycle. These include:

� advisory and asset management services to support the investment decision;

� custody, securities lending, accounting, and administrative services for investment portfolios;

� clearance and settlement capabilities and trade and foreign exchange execution;

� sophisticated risk and performance measurement tools for analyzing portfolios; and

� services for issuers of both equity and debt securities.
By providing integrated solutions for clients� needs, the Company strives to be the preferred partner in helping its clients succeed in the world�s
rapidly evolving financial markets.

The Company�s long-term financial objectives include:

� achieving positive operating leverage over an economic cycle; and

� sustaining top-line growth by expanding client relationships and winning new ones.
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To achieve its long-term objectives, the Company has grown both through internal reinvestment as well as execution of strategic acquisitions to
expand product offerings and increase market share in its scale businesses. Internal reinvestment occurs through increased technology spending,
staffing levels, marketing/branding initiatives, quality programs, and product development. The Company consistently invests in technology to
improve the breadth and quality of its product offerings, and to increase economies of scale. The Company has acquired over 90 businesses over
the past ten years, almost exclusively in its securities servicing and asset management areas.
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Actions taken in the year 2006 significantly transformed the Company. During 2006 the Company:

� Agreed to merge with Mellon Financial Corporation (�Mellon�), a global leader in asset management and securities servicing

� Sold its retail and regional middle market banking businesses (�Retail Business�)

� Purchased the corporate trust business (the �Acquired Corporate Trust Business�) of JPMorgan Chase & Co. (�JPMorgan Chase�)

� Formed a joint venture known as BNY ConvergEx Group, LLC, a trade execution and investment technology firm
On December 3, 2006, the Company and Mellon entered into a definitive agreement to merge, creating the world�s largest securities servicing
and asset management firm. The new company, which will be called The Bank of New York Mellon Corporation, will be the world�s leading
asset servicer with assets under custody expected to exceed $17 trillion, the world�s leading corporate trustee with assets under trusteeship
expected to exceed $8 trillion, and will rank among the top 10 global asset managers with assets under management expected to exceed $1.1
trillion.

Under the terms of the agreement, the Company�s shareholders will receive 0.9434 shares in the new company for each share of the Company
that they own and Mellon shareholders will receive one share in the new company for each Mellon share they own. The Company and Mellon
have entered into reciprocal stock option agreements for 19.9% of each other�s outstanding common stock.

The transaction has been unanimously approved by each company�s board of directors and is expected to be completed early in the third quarter
of 2007, subject to regulatory and shareholder approvals. Assuming the achievement of planned synergies, on a GAAP basis the transaction is
expected to be 1.0% dilutive to the Company�s operating earnings in 2007, and 1.4% accretive in 2008; is expected to be 1.0% accretive to
Mellon�s operating earnings in 2007, and 5.7% accretive in 2008. On a cash basis, which excludes the impact of non-cash items such as the
amortization of intangibles, the transaction is expected to be 1.1% accretive to the Company�s earnings in 2007, and 5.3% accretive in 2008; is
expected to be 4.5% accretive to Mellon�s earnings in 2007, and 11.9% accretive in 2008.

The combined company is expected to have annual revenues of more than $12 billion, with approximately 28% derived from asset servicing,
38% from issuer services, clearing services and treasury services, and 29% from asset management and private wealth management. It will be
well positioned to capitalize on global growth trends, including the evolution of emerging markets, the growth of hedge funds and alternative
asset classes, the increasing need for more complex financial products and services, and the increasingly global need for people to save and
invest for retirement. Almost a quarter of combined revenue will be derived internationally.

The companies expect to reduce annual pre-tax costs by approximately $700 million per year by 2010, or approximately 8.5% of the estimated
2006 combined expense base. The integration will be undertaken by a dedicated and experienced group of senior executives in a thoughtful and
deliberate manner over a three-year period following the close of the transaction. The transaction will involve restructuring charges of
approximately $1.3 billion.

The companies� combined employee base of 40,000 is expected to be reduced by approximately 3,900 over a three-year period following the
transaction. The companies expect to reduce headcount through normal attrition wherever possible and will provide extensive support to
employees impacted by the merger.

On October 1, 2006, the Company purchased the Acquired Corporate Trust Business from, and sold the Company�s Retail Business to, JPMorgan
Chase. In 2006, the Company adopted discontinued operations accounting for its Retail Business. Therefore, the results from continuing
operations through September 30, 2006 exclude the results of the Company�s Retail Business but do not include the operations of the Acquired
Corporate Trust Business, since the transaction did not close until October 1, 2006. Adjusted financial statements combining continuing and
discontinued operations are presented in �Supplemental Information.�

3
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The addition of the Acquired Corporate Trust Business to the Company�s existing franchise allows the Company to capitalize on the faster
growing international and structured finance debt markets, as well as to strengthen its leadership in the municipal and corporate debt markets.
The transaction diversifies the corporate trust revenue base by both geography and product. JPMorgan Chase�s corporate trust business
comprised issues representing $5 trillion in total debt outstanding. It had 2,400 employees in more than 40 locations globally. Prior to the
acquisition, the Company�s corporate trust business comprised issues representing $3 trillion in total debt outstanding and had 1,300 employees
in 25 locations globally.

On October 2, 2006, the Company completed the transaction that resulted in the formation of BNY ConvergEx Group, LLC. The Company
joined forces with Eze Castle Software, LLC and GTCR Golder Rauner, LLC, a private equity firm, to form BNY ConvergEx Group, in which
the Company retains a 35% interest. BNY ConvergEx Group brings together the Company�s trade execution, commission management,
independent research and transition management businesses with Eze Castle Software, a leading provider of trade order management and related
investment technologies. BNY ConvergEx Group�s comprehensive suite of services, advanced technology offerings and breadth of distribution
channels enable its customers to manage all aspects of the investment cycle, including idea generation, research, trade analysis, execution and
wholesale clearing, risk management, commission management, transition management, compliance and portfolio management. With
approximately 635 employees worldwide, BNY ConvergEx Group has a global presence in New York, Boston, San Francisco, Chicago, Dallas,
Stamford, London, Bermuda, Tokyo, Hong Kong, and Sydney.

As part of the transformation to a leading securities servicing provider, the Company has also de-emphasized or exited several of its slower
growth traditional banking businesses over the past decade. The Company�s more significant actions include selling its credit card business in
1997 and its factoring business in 1999, significantly reducing non-financial corporate credit exposures, and most recently, the sale of the
Company�s Retail Business. To the extent these actions generated capital, the capital has been reallocated to the Company�s higher-growth
businesses or used to repurchase shares.

The Company�s business model is well positioned to benefit from a number of long-term secular trends. These include:

� growth of worldwide financial assets,

� globalization of investment activity,

� structural market changes, and

� increased outsourcing.
These trends benefit the Company by driving higher levels of financial asset trading volume and other transactional activity, as well as higher
asset price levels and growth in client assets, all factors by which the Company prices its services. In addition, international markets offer
excellent growth opportunities.

Current Business Trends

In 2006 the operating environment was more favorable than in 2005. The equity markets were up and volumes were strong. The fixed income
markets remained stable. Cross-border investment and trading activity increased. Volatility in foreign exchange markets was lower than
expected, particularly in the second half of 2006. The Federal Reserve stopped raising interest rates in July 2006 and the yield curve became
inverted. Because of its diversified business model, the Company achieved strong growth in many of its key business lines.

Noninterest income rose 13% in 2006. Revenue in the fourth quarter from the Acquired Corporate Trust Business was partly offset by the impact
of the BNY ConvergEx transaction. The Company achieved solid growth in depositary receipts (�DR�), corporate trust, and investor and
broker-dealer services. Private banking and asset management fees were up 26%, driven by strong growth in performance fees and acquisitions.
Foreign exchange and other trading also performed well. These strong results offset lower fees from the global payments business and corporate
lending activities.
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Net interest income was up 12% in 2006 from 2005. Strong liquidity generated from the securities servicing businesses, higher interest rates and
the Acquired Corporate Trust Business all contributed to this strong performance.

Expense control was effective, enabling the Company to bring as much of its revenue growth as possible to the bottom line. This reflects the
Company�s continued progress on reengineering for labor efficiencies. The Company continued to relocate staff to lower cost locations.
Excluding merger and integration costs, expense growth overall was up 12% in 2006 from 2005, reflecting increases related to acquisitions,
particularly the Acquired Corporate Trust Business, partially offset by the disposition of certain execution businesses in the BNY ConvergEx
transaction. New business, increased volumes in existing business and higher pension costs also led to higher expenses.

For 2007, the Company based its budget planning process on expectations of moderate global economic growth with continued momentum in
the capital markets. The Company expects U.S. equity markets to rise 6-8%. U.S. non-program equity volumes are forecasted to be up 4-6%
with equity capital raising holding steady. Strong growth in merger and acquisition volumes is expected. The Company assumes a slight
decrease in short-term interest rates. GDP growth is expected to be approximately 2.5% to 3%. The Company projects fixed income activity
should be reasonably strong.

This presents an overall backdrop that remains favorable to the Company�s operating model. Given these factors and the momentum carried into
the year, the Company expects to show particular strength in investor services, as this business continues to benefit from the globalization of the
financial markets and asset flows. The strong secular trend in heightened cross-border investing should continue to produce good results in the
depositary receipts business as well. The Company also expects foreign exchange and other trading results to benefit, given these cross-border
investment flows, although these businesses could be adversely impacted if foreign currency volatility does not rise from what were 10-year
lows in the fourth quarter of 2006. The fixed income-linked businesses, corporate trust and broker-dealer services, are both poised to benefit
from continued vibrancy in the fixed income markets, as global and structured products are expected to lead the way with increased activity.
Private banking and asset management are also expected to perform well, as the Company enters the year with momentum and anticipates asset
growth at its alternative assets complex, featuring Ivy Asset Management Corp. (�Ivy�), Alcentra Group Limited (�Alcentra�) and Urdang Capital
Management, Inc. (�Urdang�). In terms of net interest income, the Acquired Corporate Trust Business has added an attractive deposit base to the
Company�s balance sheet. The Company currently anticipates only modest average earning asset growth in 2007. The net interest margin should
be reasonably steady, in spite of the inverted yield curve that the Company expects to persist for much of 2007. Credit costs are expected to be
well below the through-the-cycle mean in 2007, although they will likely be positive for the year.

In 2006, comparisons of operating leverage with prior year periods will not be meaningful given the strategic transactions that closed in 2006.
Excluding any additional impact of the planned merger with Mellon, the Company intends to migrate an additional 660 staff in 2007 to
lower-cost locations such as Manchester, Orlando and India. Data center consolidation and decommissioning will continue and the Company
expects to realize additional synergies of the Acquired Corporate Trust Business as conversions are completed.

The 2007 tax rate should be slightly higher than 2006 in the 32-33% range.

The Company has no significant share repurchases planned for 2007 as it rebuilds its tangible common equity, in light of the purchase of the
Acquired Corporate Trust Business and the proposed merger with Mellon. The Company expects diluted weighted average shares outstanding
for 2007 to increase by approximately 10 million shares from 766 million shares in 2006. The increase relates to employee stock option
exercises and the impact of a higher share price on the computation of shares issuable upon conversion of employee stock options.

5
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FINANCIAL HIGHLIGHTS

2006

In 2006, the Company reported net income of $3,011 million and diluted earnings per share (�EPS�) of $3.93 compared with net income of $1,571
million and diluted earnings per share of $2.03 in 2005, and net income of $1,440 million and diluted earnings per share of $1.85 in 2004. On an
adjusted basis, excluding merger and integration costs and the gain on the sale of the Retail Business, full-year 2006 diluted earnings per share
was $2.26, an increase of 11% over $2.03 in 2005 and net income was $1,731 million, compared with $1,571 million in 2005.

Income from continuing operations in 2006 was $1,476 million, or $1.93 of diluted earnings per share, compared with $1,343 million, or $1.74
of diluted earnings per share in 2005 and $1,253 million or $1.61 of diluted earnings per share in 2004.

Performance highlights for 2006 include:

� Securities servicing fees were up 13% from 2005;

� Net interest income was up 12% from 2005;

� Foreign exchange and other trading activities were up 12% from 2005; and

� Private banking and asset management fees were up 26% from 2005.
The following table shows the impact of the gain on the sale of the Company�s Retail Business and merger and integration costs on diluted
earnings per share for the full year ended December 31, 2006:

Diluted Earnings Per Share

(In dollars)
Continuing
Operations

Discontinued
Operations Adjusted(1)

As Reported $ 1.93 $ 2.00 $ 3.93
Merger & Integration Costs(2) 0.09 0.04 0.13
Gain on Sale of Retail Business(3) �  (1.80) (1.80)

Operating(4) $ 2.02 $ 0.24 $ 2.26

(1) Adjusted results combine continuing and discontinued operations to provide continuity with historical results.
(2) Merger and integration costs include investment portfolio restructuring costs, employee-related costs, and other transaction-related

expenses totaling $101 million after-tax.
(3) The Company recorded an after-tax gain on the sale of the Retail Business of $1,381 million ($2,159 million pre-tax).
(4) Operating excludes merger & integration costs and the gain on the sale of the Retail Business.
2005

In 2005, the Company reported net income of $1,571 million and diluted earnings per share of $2.03. Income from continuing operations was
$1,343 million, or $1.74 of diluted earnings per share.

Securities servicing fees were up 10% from 2004. Net interest income was up versus 2004. Private banking and asset management fees and
foreign exchange and other trading revenues also rose from the prior year. The Company�s capital management was active, as the Company
repurchased 5 million net shares.
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The Company�s 2005 earnings reflected significant progress toward its key objectives. New business wins and revenues from new and innovative
products drove double-digit revenue growth in many of the Company�s key business lines. In 2005, the Company focused on generating positive
operating leverage and began to deliver on that objective as well. A number of regulatory issues were resolved. The Company launched its
branding initiative in January 2005 and continued to expand it throughout the year.
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During 2005, the Company formed strategic alliances to penetrate faster-growing markets in France, Germany, the Nordic and Baltic region,
Japan, Australia, and India. The Company also continued to expand its market presence in high-growth areas such as hedge fund servicing and
collateral management, while extending its capabilities in the rapidly growing area of alternative investments.

2004

In 2004, the Company reported net income of $1,440 million and diluted earnings per share of $1.85. Income from continuing operations was
$1,253 million or $1.61 of diluted earnings per share. In 2004, the Company recorded several gains and charges that in the aggregate reduced
reported earnings by 3 cents per share. These items are detailed in �Other 2004 Developments.�

In 2004, the growth in earnings was paced by securities servicing and core net interest income growth, strong credit performance, and higher
than expected securities gains. Performance was strong across nearly all the Company�s securities servicing businesses. Investor and issuer
services increased by 11% and 12%, respectively. The growth in investor services was driven largely by new business wins and improvements
year-over-year in asset values and volumes. Issuer services benefited from increased cross-border activity in depositary receipts and improving
market share in global products within corporate trust. Broker-dealer services were up 17% primarily due to strong growth in collateral
management.

The Company�s asset management business continued to perform well, responding to growing institutional investor interest in alternative
investments. Private banking and asset management fees increased primarily due to exceptional growth at Ivy, the Company�s fund of funds
manager. In addition, foreign exchange results benefited from currency volatility and increased cross-border investing.

This strength in revenue was partially offset by upward pressure on the Company�s expense base. Higher employee stock option and pension
expenses, business continuity spending, costs associated with legal and regulatory matters, and costs associated with converting new business
opportunities in investor services all contributed to higher expense levels.

CONSOLIDATED INCOME STATEMENT REVIEW

Noninterest Income (Continuing Operations)

(In millions) 2006 2005 2004
Percent Inc/(Dec)

2006 vs. 2005 2005 vs. 2004
Securities Servicing Fees
Execution and Clearing Services $ 1,245 $ 1,222 $ 1,141 2% 7%
Investor Services 1,138 1,056 924 8 14
Issuer Services 895 639 583 40 10
Broker-Dealer Services 259 227 205 14 11

Securities Servicing Fees 3,537 3,144 2,853 13 10
Global Payment Services Fees 252 260 277 (3) (6)
Private Banking and Asset Management Fees 569 452 406 26 11
Service Charges and Fees 207 228 223 (9) 2
Foreign Exchange and Other Trading Activities 425 379 353 12 7
Securities Gains 88 68 78 29 (13)
Net Economic Value Payments 23 �  �  NM NM
Other 221 167 187 32 (11)

Total Noninterest Income $ 5,322 $ 4,698 $ 4,377 13 7

NM�not meaningful
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Noninterest income is provided by a wide range of securities servicing, global payment services, private banking and asset management, trading
activities, and other fee-based services. Revenues from these activities were $5,322 million in 2006, compared with $4,698 million in 2005 and
$4,377 million in 2004. As a percentage of revenues, total noninterest income was 78% in 2006, essentially unchanged from 2005 and 2004. The
increase in revenue in 2006 primarily reflects stronger performance in securities servicing and private banking and asset management fees,
foreign exchange and other trading revenues as well as a higher level of securities gains and other income.

The increase in 2005 primarily reflected broadly stronger performance in securities servicing, private banking and asset management fees, and
foreign exchange and other trading revenue.

Securities servicing fee growth over 2005 reflected the Acquired Corporate Trust Business and strong organic growth in issuer services, investor
services, and broker-dealer services. Growth in these areas was partly offset by disposition of certain execution businesses in the BNY
ConvergEx transaction and weaker results in the Company�s clearing and remaining domestic execution business. In 2005, the increase in
securities servicing fees from 2004 reflected solid growth across all businesses. For additional details on Securities Servicing Fees, see
�Institutional Services Segment� in �Business Segment Review�.

Global payment services fees, principally funds transfer, cash management, and trade services declined compared with 2005 and 2004. While
the payments business continues to grow in 2006, as evidenced by the funds transfer volume and net new business, the level of fees has been
impacted by customers paying with a higher value of compensatory balances in lieu of fees. On an invoiced services basis, total revenue was up
6% over 2005. The 2005 decline in global payment services fees from 2004 is attributable to customers choosing to pay with higher
compensatory balances, which benefited net interest income.

Private banking and asset management fees increased over 2005 reflecting acquisitions and improved performance fees at Ivy. In 2005, the
increase in fees reflected strong growth in asset management fees as well as higher fees in private banking.

The decline in service charges and fees from 2005 to 2006 was due to lower capital market fees. The increase in 2005 versus 2004 was due to
higher capital market fees.

Foreign exchange and other trading revenues were up significantly from 2005 and 2004. Foreign exchange trading revenues grew strongly in
2006 reflecting higher customer volumes driven by cross-border investment flows, greater business from existing clients, and favorable market
conditions in the first half of the year. Foreign currency volatility declined in the second half of 2006 reaching a ten-year low at the end of 2006.
Other trading revenues grew in 2006 reflecting higher fixed income activities partially offset by lower trading revenue at Pershing. The increase
in foreign exchange and other trading in 2005 from 2004 resulted from increased volume due to new business wins, greater business from
existing clients, and higher interest rate and equity derivatives trading partially offset by a decline in trading revenue at Pershing. Pershing
contributed $42 million to foreign exchange and other trading revenue in 2006, compared with $44 million in 2005 and $51 million in 2004.

Securities gains were higher in 2006 compared with 2005 and 2004. The securities gains in 2006 were primarily attributable to favorable market
conditions and liquidity in the private equity markets. In 2006, the Company sold one of its sponsor fund investments to a third party for a
realized gain of $11 million. The securities gains in 2005 were primarily attributable to the Company�s private equity portfolio.

Net economic value payments are amounts received from JPMorgan Chase for the economic value of certain deposits related to the Acquired
Corporate Trust Business that have not yet transitioned to the Company�s balance sheet. The transition is expected to occur during the second
quarter of 2007.

Other noninterest income is attributable to asset-related gains, equity investments, and other transactions. Asset-related gains include gains on
lease residuals, as well as loan and real estate dispositions. Equity investment income primarily reflects the Company�s proportionate share of the
income from its investment in

8
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BNY ConvergEx, Wing Hang Bank Limited (�Wing Hang�), RBSI Securities Services (Holdings) Limited, and AIB/BNY Securities Services
(Ireland) Limited (�AIB/BNY�) through December 19, 2006, when the Company acquired the remaining 50% of the business it did not own. Other
income primarily includes income or loss from insurance contracts, low income housing and other investments, as well as various miscellaneous
revenues. The breakdown among these three categories is shown below:

Other Noninterest Income

(In millions)     2006        2005        2004    
Asset-Related Gains $ 111 $ 88 $ 80
Equity Investment Income 50 42 43
Other 60 37 64

Total Other Noninterest Income $ 221 $ 167 $ 187

Other noninterest income increased versus 2005 and 2004 due to higher asset-related gains and higher income from other investments. In 2006,
asset-related gains included a pre-tax gain of $35 million related to the conversion of the Company�s New York Stock Exchange (�NYSE�) seats
into cash and shares of NYSE Group, Inc. common stock, some of which were sold. Asset-related gains in 2005 included a $17 million gain on
the sale of the Company�s interest in Financial Models Companies, Inc. (�FMC�), a $12 million gain on the sale of certain Community
Reinvestment Act (�CRA�) investments, a $12 million gain on sale of eight NYSE seats, and a $10 million gain on the sale of a building.
Asset-related gains in 2004 included a pre-tax gain of $48 million from the sale of a portion of the Company�s investment in Wing Hang. The
higher level of asset-related gains in 2005 and 2004 helped to offset higher legal and regulatory costs and the impact of the SFAS No. 13,
�Accounting for Leases� (�SFAS 13�), lease income adjustment in 2004. The decline in income from other investments from 2004 to 2005 reflected
fewer government grants and lower insurance-related income.

Net Interest Income (Continuing Operations)

(Dollars in millions) 2006 2005 2004
Percent Inc/(Dec)

2006 vs. 2005 2005 vs. 2004
Net Interest Income $ 1,499 $ 1,340 $ 1,157 12% 16%
Tax Equivalent Adjustment(1) 22 27 26

Net Interest Income on a Tax Equivalent Basis $ 1,521 $ 1,367 $ 1,183 11 16

Net Interest Margin 2.01% 2.02% 1.79%

(1) A number of amounts related to net interest income are presented on a �tax equivalent basis� for better comparability. To calculate the tax
equivalent revenues and profit or loss, the Company adjusts tax-exempt revenues and the income or loss from such tax-exempt revenues to
show these items as if they were taxable, applying an assumed tax rate of 35 percent. The Company believes that this presentation provides
comparability of net interest income arising from both taxable and tax-exempt sources and is consistent with industry standards.

Net interest income on a continuing operations basis increased in 2006 from 2005 reflecting the higher deposit balances associated with the
Acquired Corporate Trust Business, higher amounts of interest-earning assets and interest-free balances as well as the higher value of
interest-free balances in a rising rate environment. In 2005, the increase in net interest income reflected the Company�s sound interest rate
positioning for a rising rate environment, continued expansion of deposit spreads, and increased liquidity generated by servicing activities.

In 2006 and 2005, the Company also benefited from customers� greater use of compensating balances in a rising rate environment.

Average interest-earning assets were $75.6 billion in 2006, compared with $67.7 billion in 2005 and $66.1 billion in 2004. The increase in 2006
from 2005 mainly reflects the investment of deposits from the Acquired
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Corporate Trust Business. Average loans were $33.6 billion in 2006, compared with $32.1 billion in 2005 and $30.6 billion in 2004. Average
securities were $25.9 billion in 2006, up from $24.3 billion in 2005 and $20.1 billion in 2004.

The net interest margin was 2.01% in 2006, compared with 2.02% in 2005 and 1.79% in 2004. In 2004, excluding three cumulative leasing
adjustments triggered by SFAS 13 of $66 million, the net interest margin would have been approximately eight basis points higher. See �Other
2004 Developments.�

Net interest income does not reflect the impact of certain deposits of the Acquired Corporate Trust Business which are expected to be
transitioned to the Company in the second quarter of 2007. The payment for the economic value on these deposits was $23 million for the fourth
quarter of 2006.

Noninterest Expense (Continuing Operations)

(In millions) 2006 2005 2004
Percent Inc/(Dec)

2006 vs. 2005 2005 vs. 2004
Salaries and Employee Benefits $ 2,640 $ 2,310 $ 2,094 14% 10%
Net Occupancy 279 250 236 12 6
Furniture and Equipment 190 199 195 (5) 2
Clearing 183 187 176 (2) 6
Sub-custodian Expenses 134 96 87 40 10
Software 220 214 191 3 12
Communications 97 91 89 7 2
Amortization of Intangibles 76 40 34 90 18
Merger and Integration Costs 106 �  �  NM NM
Other 746 680 596 10 14

Total Noninterest Expense Including
Merger and Integration Costs 4,671 4,067 3,698 15 10
Merger and Integration Costs (106) �  �  NM NM

Total Noninterest Expense Excluding
Merger and Integration Costs $ 4,565 $ 4,067 $ 3,698 12 10

NM�not meaningful

Noninterest expense in 2006, excluding merger and integration costs, rose reflecting increased costs associated with new business, acquisitions,
and higher pension costs.

The 2005 increase in expenses primarily reflected increased staffing and clearing costs associated with new business and acquisitions, higher
stock option and pension expense, and expanded occupancy costs associated with business continuity, as well as higher technology and legal
costs.

Salaries and employee benefits are comprised of:

� compensation expense, which includes

� base salary expense, primarily driven by headcount,
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� the cost of temporary help and overtime, and

� severance expense;

� incentive expense, which includes

� additional compensation earned under a wide range of sales commission plans and incentive plans designed to reward a
combination of individual, business unit and corporate performance versus goals, and
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� stock option expense; and

� employee benefit expense, primarily medical benefits, payroll taxes, pension and other retirement benefits.
Salaries and employee benefits were up in 2006 compared with 2005, reflecting higher staff levels tied to new businesses, acquisitions, higher
incentive compensation and increased temporary help, partially offset by the BNY ConvergEx transaction. In 2005, the increase in salaries
reflected tight headcount control and reengineering and relocation projects partially offset the impact of business wins, acquisitions and
additional legal and compliance personnel. Benefits expenses were up compared with 2005, reflecting acquisitions and higher expenses for
incentive payments and pensions. In 2005, benefit expense increased significantly reflecting higher expenses for pensions, stock options,
medical benefits, and incentive payments. The Acquired Corporate Trust Business and the conversion of AIB/BNY to a wholly-owned
subsidiary resulted in an increase in the number of employees at December 31, 2006, to 22,961, up from 19,944 and 19,646, in 2005 and 2004,
respectively.

The reduction in clearing expenses in 2006 reflects the BNY ConvergEx transaction. The increase in 2005 reflected higher expenses associated
with acquisitions within the execution business.

The higher level of sub-custodian expenses in 2006 reflects increased asset values and transaction volumes of assets under custody, and
increased activity in depositary receipts. In 2005, the increase in sub-custodian expenses was associated with higher levels of business activity.

Software expenses increased in 2006 and 2005, reflecting the Company�s continued investment in technology capabilities supporting its servicing
activities as well as spending and development to support business growth.

Amortization of intangibles increased in 2006 primarily reflecting the Acquired Corporate Trust Business and the Alcentra and Urdang
acquisitions.

Merger and integration costs primarily included a loss in connection with the restructuring of the Company�s investment portfolio and
employee-related costs such as severance. The swap of the Acquired Corporate Trust Business for the Retail Business resulted in a more
liability-sensitive balance sheet because corporate trust liabilities reprice more quickly than retail deposits. The Company sold $5.5 billion of
investment portfolio securities in the third quarter of 2006 to adjust interest rate sensitivity going forward.

Other noninterest expense consists of vendor services, business development, legal expenses, settlements and claims, and other expenses.
Vendor services include professional fees, computer services, market data, courier, and other services. Business development includes
advertising, charitable contributions, travel, and entertainment expenses. The breakdown among these four categories is shown below:

Other Noninterest Expense

(In millions) 2006 2005 2004
Vendor Services $ 368 $ 293 $ 268
Business Development 108 97 82
Legal Fees, Settlements and Claims 66 120 65
Other 204 170 181

Total Other Noninterest Expense $ 746 $ 680 $ 596

In 2006, other expenses increased reflecting increases in vendor services, business development and other partially offset by a decline in legal
fees and settlements. The increase in vendor services in 2006 primarily reflects higher expenses due to the acquisition of the Acquired Corporate
Trust Business. Growth in business development expenses during 2006 reflects higher travel and entertainment, and advertising related to the
Company�s branding initiatives. The decline in legal fees, settlements and claims in 2006 reflects the settlement of certain legal and regulatory
matters involving the Company. Legal fees, settlements and claims in 2005 included $24 million associated with the Russian Funds transfer
matter and other regulatory matters.
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The Company continues to increase its investment in technology, focusing on key items such as delivering positive operating leverage, driving
product innovation and enhancing the client experience. Software development has been an increasing component of technology expense in
2006, 2005, and 2004. The rate of infrastructure investment is slowing. In the fourth quarter of 2005, the Company�s new data center in the
mid-south region of the U.S. became operational. The new data center improved the geographic diversification and resilience of the Company�s
operations and supports the processing needs of the Company�s customers. Print center consolidation was completed in 2005. Core investor
services applications were recently developed and engineered with technologies that should be durable over time.

In January 2004, the Company began a three-year effort to move 1,500 positions to lower cost areas. In 2006, the Company moved 575 positions
out of higher-cost locations, up from 516 in 2005 and 419 in 2004. As a result of the moves, the Company incurred higher expense in 2006 for
severance and lease termination, but will achieve net benefits in 2007 and 2008. In 2007, excluding any additional impact of the planned merger
with Mellon, the Company anticipates moving an additional 660 positions.

Income Taxes

On a continuing operations basis, the Company�s consolidated effective tax rates for 2006, 2005, and 2004 were 32.0%, 32.1%, and 31.9%,
respectively. The slight decrease in the effective tax rate in 2006 primarily reflects the increased benefit from foreign operations offset by lower
tax-exempt income and lower credits from low-income housing. The increase in the effective tax rate in 2005 from 2004 primarily reflected
higher state and local taxes.

The Company makes synthetic fuel and low income housing (Sections 29 and 42 of the Internal Revenue Code, respectively) investments that
generate tax credits, which have the effect of permanently reducing the Company�s tax expense. The Company also invests in leveraged leases
which, through accelerated depreciation, postpone the payment of taxes to future years. For financial statement purposes, deferred taxes are
recorded as a liability for future payment.

The Company�s effective tax rate in 2007 is expected to be impacted by the price of oil, which determines the amount of synthetic fuel tax credits
it will receive. These credits relate to investments that produce alternative fuel from coal by-products.

To manage its exposure in 2007 to the risk of an increase in oil prices that could reduce synthetic fuel tax credits, the Company entered into an
option contract covering a specified number of barrels of oil that settles at the end of 2007. The option contract economically hedges a portion of
the Company�s projected 2007 synthetic fuel tax credit benefit. The contract does not qualify for hedge accounting and, as a result, changes in the
fair value of the option will be recorded currently in trading income. The Company may enter into further option contracts to protect against
fluctuations in oil prices.

The Company is assuming a $69.50 average price per barrel in 2007 to estimate the 2007 benefit from synthetic fuel credits. To the extent the
average oil price differs from this assumption, the table below shows the estimated effect on EPS for 2007.

Avg. Price
Per Barrel

in 2007
Phase-
out %

Net
Benefit

(In millions)

Option Contract
Benefit/
(Cost)

(In millions)
EPS

Effect
$64.00 0.0% $ 60.2 $ (1.5) $ 0.03
65.50 12.6 52.6 (1.5) 0.02
67.50 26.3 44.4 (0.7) 0.01
69.50 40.0 36.1 2.3 �  (1)

71.50 53.8 27.8 5.3 (0.01)
73.50 67.5 19.6 8.3 (0.01)
78.00 100.0 0.0 12.1 (0.03)

(1) Assumption used to compute effective tax rate of between 32% and 33% for 2007.
If the 2007 average price per barrel of oil were to go below $64 or above $78, there would be no additional EPS effect.
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BUSINESS SEGMENT REVIEW

Segment Data

The Company has an internal information system that produces performance data for its three business segments along product and service lines.

Business Segments Accounting Principles

The Company�s segment data has been determined on an internal management basis of accounting, rather than U.S. generally accepted
accounting principles used for consolidated financial reporting. These measurement principles are designed so that reported results of the
segments will track their economic performance. Segment results are subject to restatement whenever improvements are made in the
measurement principles or when organizational changes are made.

In 2005, the Company determined that it was appropriate to modify its segment presentation to provide more transparency into its results of
operations and to better reflect modifications in the management structure that the Company implemented during the fourth quarter of 2005. All
prior periods have been restated to reflect this realignment.

On October 1, 2006, the Company sold substantially all of the assets of its Retail Business. The business segment information is reported on a
continuing operations basis for all periods presented, but only includes the operations of the Acquired Corporate Trust Business, from October 1,
2006, the date on which it was acquired. The corporate trust business acquired is included in Issuer Services Business in the Institutional
Services Segment. Information related to the Company�s Retail Business is no longer included in the segment data. See �Discontinued Operations�
in the Notes to the Consolidated Financial Statements for a discussion of discontinued operations. Results in the Execution and Clearing
Services Business in 2006 were impacted by the disposition of certain execution businesses in the BNY ConvergEx transaction.

The Company currently reports results for three segments, with the Institutional Services Segment being further subdivided into four business
groupings. These segments are shown below:

� Institutional Services Segment

� Investor & Broker-Dealer Services Business

� Execution & Clearing Services Business

� Issuer Services Business

� Treasury Services Business

� Private Bank & BNY Asset Management Segment

� Corporate and Other Segment
Other specific segment accounting principles employed include:

� The measure of revenues and profit or loss by a segment has been adjusted to present segment data on a tax equivalent basis.
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� The provision for credit losses allocated to each segment is based on management�s judgment as to average credit losses that will be
incurred in the operations of the segment over a credit cycle of a period of years. Management�s judgment includes the following
factors among others: historical charge-off experience and the volume, composition, and size of the credit portfolio. This method is
different from that required under U.S. generally accepted accounting principles as it anticipates future losses which are not yet
probable and therefore not recognizable under U.S. generally accepted accounting principles.
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� Balance sheet assets and liabilities and their related income or expense are specifically assigned to each segment.

� Net interest income is allocated to segments based on the yields on the assets and liabilities generated by each segment. Assets and
liabilities generated by credit-related activities are allocated to businesses based on borrower usage of those businesses� products or
services. Credit-only relationships and borrowers using both credit and payment services remain in the Treasury Services Business.
Segments with a net liability position are allocated assets primarily from the securities portfolio.

� Revenues and expenses associated with specific client bases are included in those segments. For example, foreign exchange activity
associated with clients using custody products is allocated to the Investor & Broker-Dealer Services Business (which includes the
Company�s custody operations.)

� Noninterest income associated with Treasury-related services (global payment services for corporate customers, as well as lending and
credit-related services) is similarly allocated back to the other Institutional Services businesses.

� Support and other indirect expenses are allocated to segments based on internally-developed methodologies.
Description of Business Segments

The activities within each business segment are described below.

Institutional Services Segment

Investor & Broker-Dealer Services Business

Investor & Broker-Dealer Services includes global custody, global fund services, securities lending, global liquidity services, outsourcing,
government securities clearance, collateral management, credit-related services, and other linked revenues, principally foreign exchange and
execution and clearing revenues.

In Investor Services, the Company is one of the leading custodians with $13.0 trillion of assets under custody at December 31, 2006. The
Company is one of the largest mutual fund custodians for U.S. funds and one of the largest providers of fund services in the world with over
$2.0 trillion in total assets. The Company also services more than 40% of the exchange-traded funds in the United States, and is a leading U.K.
custodian. In securities lending, the Company is the largest lender of U.S. Treasury securities and depositary receipts with a lending pool of
approximately $1.8 trillion in 27 markets around the world.

The Company�s Broker-Dealer Services business clears approximately 50% of U.S. Government securities transactions. The Company is a leader
in global clearance, clearing equity and fixed income transactions in 101 markets. With over $1.3 trillion in tri-party balances worldwide, the
Company is the world�s largest collateral management agent.

Execution & Clearing Services Business

As a result of the BNY ConvergEx transaction, beginning in the fourth quarter of 2006, the Company�s Execution and Clearing Services business
consists of its Pershing clearing business, its 35% equity interest in BNY ConvergEx Group and the Company�s B-Trade and G-Trade businesses
which are expected to become part of the BNY ConvergEx Group in 2008. The BNY ConvergEx transaction changed the accounting from a line
by line consolidation to a 35% equity interest recorded in other income.

The Company�s Pershing subsidiary provides clearing, execution, financing, and custody for introducing broker-dealers and registered
investment advisors. Pershing services more than 1,100 retail and institutional financial organizations and independent investment advisors with
over 5.6 million active accounts.
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Issuer Services Business

Issuer Services includes corporate trust, depositary receipts, employee investment plan services, stock transfer, and credit-related services.

In Issuer Services, the Company is depositary for more than 1,271 American and global depositary receipt programs, with a 64% market share,
servicing leading companies from 62 countries. As a trustee, the Company provides diverse services for corporate, municipal, structured, and
international debt securities. The Company serves as trustee for some 90,000 clients with more than $8 trillion in outstanding debt securities.
The Company is the third largest stock transfer agent in the United States, servicing more than 17 million shareowners. Employee Investment
Plan Services has 120 clients with 650,000 employees in over 54 countries.

Treasury Services Business

Treasury Services includes global payment services for corporate customers as well as lending and credit-related services.

Corporate Global Payment Services offers leading-edge technology, innovative products, and industry expertise to help its clients optimize cash
flow, manage liquidity, and make payments around the world in more than 90 different countries. The Company maintains a global network of
branches, representative offices and correspondent banks to provide comprehensive payment services including funds transfer, cash
management, trade services and liquidity management. The Company is one of the largest funds transfer banks in the U.S. transferring over $1.1
trillion daily via more than 150,000 wire transfers.

The Company provides lending and credit-related services to large public and private corporations nationwide. Special industry groups focus on
industry segments such as media, telecommunications, cable, energy, real estate, retailing, and healthcare. Credit-related revenues are allocated
to businesses other than Treasury Services to the extent the borrower uses that businesses� products or services. Credit-only relationships and
borrowers using both credit and payment services remain in Treasury Services. Through BNY Capital Markets, Inc., the Company provides a
broad range of capital markets services including syndicated loans, bond underwriting, and private placements of corporate debt and equity
securities. The Company is a lead arranger or agent of syndicated financings for clients in the U.S., having completed 106 transactions totaling
in excess of $63 billion during 2006.

For its credit services business overall, the Company�s corporate lending strategy is to focus on those clients and industries that are major users of
securities servicing and global payment services.

Private Bank & BNY Asset Management Segment

The Private Bank & BNY Asset Management Segment includes traditional banking and trust services for wealthy clients and investment
management services for institutional and high-net-worth clients. In private banking, the Company offers a full array of wealth management
services to help individuals plan, invest, and arrange intergenerational wealth transition, which includes financial and estate planning, trust and
fiduciary services, customized banking services, brokerage and investment solutions.

BNY Asset Management provides investment solutions for some of the wealthiest individuals, largest corporations and most prestigious
organizations around the world applying a broad spectrum of investment strategies and wealth management solutions. BNY Asset Management�s
alternative strategies have expanded to include funds of hedge funds, private equity, alternative fixed income, and real estate.

The Company�s asset management subsidiaries include:

� Ivy Asset Management Corporation, a leading fund of hedge funds firm, offers a comprehensive range of multi-manager hedge fund
products and customized portfolio solutions.
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� Alcentra offers sophisticated alternative credit investments, including leveraged loans and subordinated and distressed debt.

� Urdang, a real estate investment firm, offers the opportunity to invest in real estate through separate accounts, a closed-end
commingled fund that invests directly in properties, and a separate account that invests in publicly-traded REITs.

� Estabrook Capital Management LLC offers value-oriented investment management strategies, including socially responsible
investing.

� Gannett, Welsh & Kotler specializes in tax-exempt securities management and equity portfolio strategies.
The Company also provides investment management services directly to institutions and manages the �Hamilton� family of mutual funds.

Corporate and Other Segment

The Corporate and Other Segment primarily includes the Company�s leasing operations and corporate overhead. Net interest income in this
segment primarily reflects the funding cost of goodwill and intangibles. The tax equivalent adjustment on net interest income is eliminated in
this segment. Provision for credit losses reflects the difference between the aggregate of the credit provision over a credit cycle for the other two
reportable segments and the Company�s recorded provision. The Company�s approach to acquisitions is highly centralized and controlled by
senior management. Accordingly, the resulting goodwill and other intangible assets are included in this segment�s assets. Noninterest expense
includes the related amortization. Noninterest income primarily reflects leasing, securities gains, and income from the sale of other corporate
assets. Noninterest expenses include direct expenses supporting the leasing activities as well as certain corporate overhead not directly
attributable to the operations of the other segments.

In addition, this segment includes the difference between amounts previously reported in the Company�s Retail and Middle Market Banking
Segment and the discontinued operations of the Company�s retail and regional middle market banking businesses.

Segment Analysis

Institutional Services Segment

(In millions) 2006 2005 2004
Inc/(Dec)

2006 vs. 2005 2005 vs. 2004
Net Interest Income $ 1,403 $ 1,193 $ 1,064 $ 210 $ 129
Noninterest Income 4,639 4,180 3,830 459 350
Total Revenue 6,042 5,373 4,894 669 479
Provision for Credit Losses 65 59 59 6 �  
Noninterest Expense 3,774 3,444 3,140 330 304
Income Before Taxes 2,203 1,870 1,695 333 175

Average Assets 83,045 75,682 72,286 7,363 3,396
Average Deposits 52,743 45,475 43,811 7,268 1,664
The Company�s Institutional Services business is conducted in four business groupings: Investor & Broker-Dealer Services, Execution &
Clearing Services, Issuer Services, and Treasury Services. Income before taxes was up 18% to $2,203 million in 2006 from $1,870 million in
2005, which was up 10% versus $1,695 million in 2004.

As of December 31, 2006, assets under custody rose to $13.0 trillion, from $10.9 trillion at December 31, 2005. The increase in assets under
custody primarily reflects rising asset values and growth in cross-border assets. Cross-border assets were up 38% to $4.7 billion from $3.4
billion. Equity securities composed 33% of the
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assets under custody at December 31, 2006 compared with 32% at December 31, 2005, while fixed income securities were 67% compared with
68% last year. Assets under custody in 2006 consisted of assets related to the custody and mutual funds businesses of $9.0 trillion, broker-dealer
services assets of $2.3 trillion, and all other assets of $1.7 trillion.

The Institutional Services Segment had a strong year in 2006. Almost all business lines reported significant growth with depositary receipts,
corporate trust and broker-dealers services particularly strong. The Institutional Services Segment�s 2006 results were impacted by the purchase
of the Acquired Corporate Trust Business and the BNY ConvergEx transactions, both of which occurred at the start of the fourth quarter.
Non-program equity trading volumes were up 5% from 2005. Foreign exchange volatility was at a ten-year low at year-end. Average daily U.S.
fixed income trading volume was up 1% during the year. Total global debt issuance increased 3% from 2005. In 2006, asset prices rose, with the
S&P 500 Index up 14% and the MSCI EAFE® Index up 23%. During the year, depositary receipts trading exceeded $1.9 trillion, up over 58%
from 2005. The issuance of global collateralized debt obligations is up 96% versus 2005.

Market Data

2006 2005 2004
Percent Inc/ (Dec)

2006 vs. 2005 2005 vs. 2004
S&P 500 Index(1) 1,418 1,248 1,212 14% 3%
NASDAQ Composite Index(1) 2,415 2,205 2,175 10 1
Lehman Brothers
Aggregate Bondsm Index(1) 226.6 206.2 220.6 10 (7)
MSCI EAFE® Index(1) 2,074.5 1,680.1 1,515.5 23 11
NYSE Volume (In billions) 458.5 415.1 369.6 10 12
NASDAQ Volume (In billions) 502.6 449.2 453.9 12 (1)

(1) Period end
The results of many of the Company�s businesses are influenced by customer activities that vary by quarter. For instance, consistent with an
overall decline in securities industry activity in the summer, the Company typically experiences a seasonal decline in the third quarter. The
Company also experiences seasonal increases in securities lending and depositary receipts reflecting the European dividend distribution season
during the second quarter of the year, and to a lesser extent, in the fourth quarter of the year. The results for the businesses in the Institutional
Service segment are discussed below.

Investor & Broker-Dealer Services Business

2006 2005 2004
Inc/ (Dec)

(In millions) 2006 vs. 2005 2005 vs. 2004
Net Interest Income $ 624 $ 569 $ 518 $ 55 $ 51
Noninterest Income 1,971 1,826 1,627 145 199
Total Revenue 2,595 2,395 2,145 200 250
Provision for Credit Losses 10 7 7 3 �  
Noninterest Expense 1,797 1,636 1,441 161 195
Income Before Taxes 788 752 697 36 55

Average Assets 40,293 36,233 35,225 4,060 1,008
Average Deposits 33,059 28,416 27,199 4,643 1,217
Nonperforming Assets 6 4 26 2 (22)
Net Charge-offs/(Recoveries) �  �  4 �  (4)
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In 2006, income before taxes in the Investor & Broker-Dealer Services business increased to $788 million from $752 million in 2005 and $697
million in 2004. The increase in 2006 reflects strong revenue growth in both investor services fees and broker-dealer services fees.

Noninterest income was $1,971 million in 2006, compared with $1,826 million in 2005 and $1,627 million in 2004. The increase in noninterest
income in 2006 is attributable to growth in both investor and broker-dealer services fees. Revenues from foreign exchange trading were also up
significantly reflecting higher customer volumes driven by cross-border investment flows, greater business from existing clients, and favorable
market conditions in the first half of the year.

Investor services fees depend on:

� the volume of transactions in clients� accounts, as well as the number of accounts;

� the level of assets under custody; and

� securities lending revenue.
Investor services fees were up in 2006 compared with 2005 and 2004. The increase over 2005 reflects strong cross-border flows which drove
double-digit growth in global fund services and global custody. The continued growth of hedge funds drove growth in alternative investment
services up over 40% while the Company�s UIT and exchange-traded fund businesses grew over 20%. Securities lending fees showed good
growth in 2006 as strong growth in average loan volumes was partly offset by lower spreads. Securities lending spreads were impacted by lower
demand for treasury borrowing and a narrowing of the interest rate differential between federal funds and repurchase transactions. In 2005,
investor services fee growth resulted from strength in global and domestic fund services and custody, as well as new business wins and strong
organic growth.

Broker-dealer services fees depend on:

� level of activity in the fixed income market; and

� financing needs of customers, which are typically higher when the equity and fixed-income markets are active.
Broker-dealer services fees were up compared with 2005 and 2004. The increase in 2006 was primarily driven by growth in domestic and global
collateral management. Higher volumes led to increased fees in domestic and global clearance. The Company now handles approximately $1.3
trillion of financing for the Company�s broker-dealer clients daily through tri-party collateralized financing agreements, up 20% from a year ago.
In 2005, increased broker-dealer services fees reflected higher volumes due to new business wins in the collateral management business and
greater volumes in government securities clearance.

Net interest income in the Investor & Broker-Dealer Services business was $624 million in 2006, compared with $569 million in 2005 and $518
million in 2004. Net interest income growth in 2006 and 2005 reflected increased deposit flows from customers in both businesses. Average
deposits generated by the Investor & Broker-Dealer Services business were $33.1 billion in 2006, compared with $28.4 billion in 2005 and
$27.2 billion in 2004. Average assets in the business were $40.3 billion in 2006, compared with $36.2 billion in 2005 and $35.2 billion in 2004.

Noninterest expense was $1,797 million in 2006, compared with $1,636 million in 2005 and $1,441 million in 2004. The increase in noninterest
expense in 2006 and 2005 was due to higher salaries, employee benefits, technology costs, and sub-custody expenses tied to business growth,
and higher pension expenses. Costs associated with moves to lower cost areas also drove expenses higher in 2006. Stock option and business
continuity expense also drove expenses higher in 2005.

Net charge-offs were zero in 2006 and 2005, compared with $4 million in 2004. Nonperforming assets were $6 million at December 31, 2006,
compared with $4 million at December 31, 2005, and $26 million at December 31, 2004.
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Execution & Clearing Services Business

2006 2005 2004
Inc/ (Dec)

(In millions) 2006 vs. 2005 2005 vs. 2004
Net Interest Income $ 268 $ 211 $ 170 $ 57 $ 41
Noninterest Income 1,394 1,325 1,242 69 83
Total Revenue 1,662 1,536 1,412 126 124
Provision for Credit Losses 2 1 1 1 �  
Noninterest Expense 1,150 1,151 1,087 (1) 64
Income Before Taxes 510 384 324 126 60

Average Assets 14,866 15,478 15,122 (612) 356
Average Payables to Customers and Broker-Dealers 4,899 6,014 6,361 (1,115) (347)
Nonperforming Assets �  �  2 �  (2)
Net Charge-offs/(Recoveries) (4) 8 10 (12) (2)
In 2006, income before taxes in the Execution & Clearing Services Business increased to $510 million from $384 million and $324 million in
2005 and 2004. The increase in 2006 reflects improved results at Pershing, both from ongoing activities and the $35 million gain related to the
conversion of the Company�s New York Stock Exchange seats into cash and shares of the NYSE Group, Inc. common stock, some of which were
sold.

Noninterest income was $1,394 million in 2006, compared with $1,325 million in 2005 and $1,242 million in 2004. The execution business in
2006 was impacted by the BNY ConvergEx transaction. Income from the Company�s 35% equity interest in BNY ConvergEx in the fourth
quarter of 2006 was not significant.

Pershing noninterest income depends on:

� trading volumes, particularly those related to retail customers;

� overall market levels; and

� the amount of assets under administration.
Pershing�s 2006 noninterest income rose, reflecting good internal growth in asset-driven fees and retirement products and the $35 million gain
related to the conversion of the Company�s New York Stock Exchange seats into cash and shares of NYSE Group, Inc. common stock, some of
which were sold. The majority of Pershing�s revenues are generated from non-transactional activities, such as asset gathering, administration and
other services. Pershing�s 2005 noninterest income was up reflecting organic growth from value-added fees, partially offset by business lost
through client consolidation. Pershing�s assets under administration were $890 billion at year-end 2006, compared with $749 billion at
December 31, 2005. Pershing trading revenue was $42 million in 2006, compared with $44 million in 2005 and $51 million in 2004.

Execution and clearing service fees were $1,245 million in 2006, compared with $1,222 million in 2005 and $1,141 million in 2004. The
increase in execution and clearing fees reflects good growth at Pershing and the international execution business partly offset by the disposition
of certain execution businesses in the BNY ConvergEx transaction. Also impacting fees in 2006 was the previously disclosed loss of a
significant customer at Pershing. Execution and clearing fees of the businesses contributed to BNY ConvergEx were $233 million for the first
nine months of 2006 and $259 million and $193 million for the year 2005 and 2004. The execution business benefited in 2005 from increased
client activity, strong growth in transition management and incremental revenues from the acquisition of Lynch, Jones & Ryan, Inc. (�LJR�).
These factors offset the relatively weak market environment, in which non-program trading volumes were down 1%.

Net interest income in the Execution and Clearing Services business was $268 million in 2006, compared with $211 million in 2005 and $170
million in 2004. Net interest income growth in 2006 reflects rising interest rates and the internalization of Pershing�s stock loan activities partly
offset by lower balances. In 2005 net interest income reflected the benefit of rising interest rates on spreads at Pershing.
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Average assets in the business were $14.9 billion in 2006, compared with $15.5 billion in 2005 and $15.1 billion in 2004. At year-end 2006,
margin loans decreased to $5.2 billion from $6.1 billion reflecting the previously disclosed loss of a significant customer. Average payables to
customers and broker-dealers were $4.9 billion, compared with $6.0 billion in 2005 and $6.4 billion in 2004.

Noninterest expense was $1,150 million in 2006, compared with $1,151 million in 2005 and $1,087 million in 2004. In 2006, noninterest
expense was flat as higher activity-driven expenses at Pershing were mostly offset by the impact of the BNY ConvergEx transaction. The rise in
noninterest expense in 2005 was attributable to higher salaries, benefits and clearing expenses tied to both higher business activity overall as
well as the LJR acquisition.

Net charge-offs were recoveries of $4 million in 2006, compared with charge-offs of $8 million and $10 million in 2005 and 2004.
Nonperforming assets were zero at December 31, 2006 and December 31, 2005, and $2 million at December 31, 2004.

Issuer Services Business

2006 2005 2004
Inc/ (Dec)

(In millions) 2006 vs. 2005 2005 vs. 2004
Net Interest Income $ 341 $ 239 $ 214 $ 102 $ 25
Noninterest Income 1,030 757 696 273 61
Total Revenue 1,371 996 910 375 86
Provision for Credit Losses 16 11 11 5 �  
Noninterest Expense 628 458 426 170 32
Income Before Taxes 727 527 473 200 54

Average Assets 15,906 13,349 11,776 2,557 1,573
Average Deposits 10,247 8,457 7,669 1,790 788
Nonperforming Assets 7 4 28 3 (24)
Net Charge-offs/(Recoveries) �  �  4 �  (4)
In 2006, income before taxes in the Issuer Services Business increased to $727 million from $527 million in 2005 and $473 million in 2004. The
increase in 2006 reflects continued growth in both the depositary receipts and corporate trust businesses.

Noninterest income was $1,030 million in 2006, compared with $757 million in 2005 and $696 million in 2004. In 2006, the increase reflects
strong growth in depositary receipts and corporate trust as well as the results of the Acquired Corporate Trust Business. Included in noninterest
income in 2006 was a $23 million net economic value payment from JPMorgan Chase for deposits of the Acquired Corporate Trust Business
that have not yet transitioned to the Company. In 2005, the increase reflected higher levels of trading activity and greater corporate actions in
depositary receipts, as well as continued strength in international issuance and structured products in corporate trust. Foreign exchange revenue
was up in 2006 compared with 2005 and 2004.

Issuer services fees depend on:

� depositary receipts issuance and cancellation volume;

� corporate actions impacting depositary receipts; and

� volume of issuance of fixed-income securities, particularly more complex securities such as collateralized debt obligations and asset-
and mortgage-backed securities.

The overall environment for depositary receipts has improved steadily from 2004 to 2006. The continued globalization of the world�s equity
portfolios drove extraordinary levels of DR trading and investment in both U.S. and non-U.S. markets. Nearly $1.9 trillion of DRs traded on
U.S. and non-U.S. markets and exchanges during 2006, an increase of 58% year-on-year. Issuers from 25 countries�the majority from emerging
markets�
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completed 129 primary and follow-on DR offerings, raising a record $44.5 billion. Industry-wide, a record 1,985 sponsored DR programs from
76 countries with a market value exceeding $1.2 trillion are now available to investors. The year 2006 was a record year in depositary receipts
for the Company.

The Company has long been a leader in corporate trust in the U.S. The Acquired Corporate Trust Business transformed the Company into a
global leader in corporate trust. The Company�s corporate trust product line includes structured, corporate, municipal, collateralized debt
obligations, and global securities. Strong organic growth plus the Acquired Corporate Trust Business drove corporate trust fees to a record level
in 2006. Corporate trust also had a solid performance in 2005 and 2004. The principal organic growth drivers have been global trust and
structured finance products where the markets are growing rapidly.

Net interest income in the Issuer Services business was $341 million in 2006, compared with $239 million in 2005 and $214 million in 2004.
Net interest income growth in 2006 and 2005 reflects the positive impact of rising rates on spreads and increased deposit levels generated by
growth in the corporate trust business. Growth in net interest income in 2006 was also impacted by the deposits of the Acquired Corporate Trust
Business. Average deposits generated by the Issuer Services business were $10.2 billion in 2006, compared with $8.5 billion in 2005 and $7.7
billion in 2004. Average assets in the business were $15.9 billion in 2006, compared with $13.3 billion in 2005 and $11.8 billion in 2004.

Noninterest expense was $628 million in 2006, compared with $458 million in 2005 and $426 million in 2004. Noninterest expense in 2006
reflects the impact of the Acquired Corporate Trust Business and expenses associated with revenue growth in depositary receipts and corporate
trust. Growth in depositary receipts drove sub-custodian expense higher. Included in 2006 expense was $22 million of transition services
expense associated with the Acquired Corporate Trust Business. The rise in noninterest expense in 2005 was attributable to increased client
activity as well as higher technology, stock option and pension expenses.

Net charge-offs were zero in 2006 and 2005, compared with $4 million in 2004. Nonperforming assets were $7 million at December 31, 2006,
compared with $4 million at December 31, 2005, and $28 million at December 31, 2004.

Treasury Services Business

2006 2005 2004
Inc/(Dec)

(In millions) 2006 vs. 2005 2005 vs. 2004
Net Interest Income $ 170 $ 174 $ 162 $ (4) $ 12
Noninterest Income 244 272 265 (28) 7
Total Revenue 414 446 427 (32) 19
Provision for Credit Losses 37 40 40 (3) �  
Noninterest Expense 199 199 186 �  13
Income Before Taxes 178 207 201 (29) 6

Average Assets 11,980 10,622 10,163 1,358 459
Average Deposits 9,214 8,379 8,793 835 (414)
Nonperforming Assets 22 12 87 10 (75)
Net Charge-offs/(Recoveries) (1) 2 15 (3) (13)
In 2006, income before taxes in the Treasury Services Business was $178 million, compared with $207 million in 2005 and $201 million in
2004. The decline in this segment reflects lower noninterest income and net interest income. The results in all periods reflected the continued
strong credit environment.

The decrease in noninterest income to $244 million in 2006 from $272 million in 2005 was due to lower levels of asset-related gains and capital
market fees. The increase in 2005 versus 2004 reflected higher capital market fees associated with clients in this segment partly offset by lower
fees from global payment services as more clients used compensatory balances to pay for services. Global payment services fees declined in
2006 from 2005 and 2004 reflecting customers paying with a higher level of compensatory balances in lieu of fees. This was partly offset by
growth in invoiced services.
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The Treasury Services business�s net interest income was $170 million in 2006, compared with $174 million in 2005 and $162 million in 2004.
The decrease in 2006 reflects lower credit spreads. Average assets for 2006 were $12.0 billion, compared with $10.6 billion in 2005 and $10.2
billion in 2004. Average deposits were $9.2 billion versus $8.4 billion in 2005 and $8.8 billion in 2004.

The provision for credit losses, which is assessed on a long-term credit cycle basis (see �Business Segment Accounting Principles�), was $37
million in 2006 compared with $40 million in 2005 and 2004. The decrease in 2006 compared to 2005 principally reflects the benefits of the
Company�s corporate credit risk reduction program. Over the past several years, the Company has been seeking to improve its overall risk profile
by reducing its credit exposures through elimination of non-strategic exposures, cutting back large individual exposures and avoiding outsized
industry concentrations.

Net charge-offs in the Treasury Services business were a recovery of $1 million in 2006, compared with charge-offs of $2 million and $15
million in 2005 and 2004. The charge-offs in 2005 primarily relate to loans to media, corporate, and foreign borrowers. Nonperforming assets
were $22 million at December 31, 2006, compared with $12 million at December 31, 2005, and $87 million at December 31, 2004. The decrease
in nonperforming assets in 2005 from 2004 primarily reflected loan sales, paydowns and charge-offs of commercial loans.

Noninterest expense was $199 million in 2006 and 2005, compared with $186 million in 2004. In 2006, noninterest expense remained flat. The
increase in noninterest expense in 2005 was due in part to a higher pension expense, stock option expensing, and an increase in incentive
compensation tied to revenue growth.

Private Bank and BNY Asset Management Segment

2006 2005 2004
Inc/(Dec)

(In millions) 2006 vs. 2005 2005 vs. 2004
Net Interest Income $ 67 $ 66 $ 61 $ 1 $ 5
Noninterest Income 562 456 416 106 40
Total Revenue 629 522 477 107 45
Provision for Credit Losses �  3 3 (3) �  
Noninterest Expense 400 320 288 80 32
Income Before Taxes 229 199 186 30 13

Average Assets 2,539 2,205 2,144 334 61
Average Deposits 2,010 1,673 1,616 337 57
Nonperforming Assets �  1 1 (1) �  
Net Charge-offs/(Recoveries) (1) �  5 (1) (5)
In 2006, income before taxes in the Private Bank and BNY Asset Management Segment was $229 million, compared with $199 million in 2005
and $186 million in 2004. The improvement in 2006 over 2005 is primarily attributable to strong revenue growth at Ivy, the acquisitions of
Alcentra and Urdang, and higher fee levels in Private Banking. The increase in 2005 versus 2004 is primarily attributable to strong revenue
growth at Ivy.

Noninterest income was $562 million in 2006, compared with $456 million in 2005 and $416 million in 2004. Private bank and asset
management revenues in 2006 were up compared with 2005 and 2004. The increase in 2006 reflects a rise in equity market values and higher
performance fees. The Company�s asset managers earn performance fees when the investment performance of their products exceeds various
benchmarks and satisfies other criteria. The S&P 500® Index was up 14% for the year, with average daily price levels up 9% from 2005.
Performance for the NASDAQ Composite Index was up 10% for the year, with average daily prices up by 8%. In 2005, the increase reflected
strong growth at Ivy, higher fees in Private Banking, and higher equity price levels.
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Assets Under Management�Asset Management Sector

(In billions)�Estimated 2006 2005 2004
Equity Securities $ 39 $ 37 $ 36
Fixed Income Securities 21 20 22
Alternative Investments 33 15 15
Liquid Assets 38 33 29

Total Assets Under Management $ 131 $ 105 $ 102

Assets under management (�AUM�) were $131 billion at December 31, 2006, compared with $105 billion at December 31, 2005 and $102 billion
at December 31, 2004. The increase in assets under management for 2006 primarily reflects the acquisitions of Alcentra and Urdang. At
December 31, 2006, AUM was invested 30% in equities, 16% in fixed income, and 25% in alternative investments, with the remaining amount
in liquid assets. Institutional clients represented 75% of AUM while individual clients were 25%.

Net interest income in the Private Bank and BNY Asset Management segment was $67 million in 2006, compared with $66 million in 2005 and
$61 million in 2004. Net interest income growth in 2006 and 2005 reflects wider spreads given higher interest rates. Average deposits generated
by the Private Bank and BNY Asset Management segment were $2.0 billion in 2006, compared with $1.7 billion in 2005 and $1.6 billion in
2004. Average assets in the segment were $2.5 billion in 2006, compared with $2.2 billion in 2005 and $2.1 billion in 2004.

Noninterest expense was $400 million in 2006, compared with $320 million in 2005 and $288 million in 2004. In 2006, the increase in
noninterest expense reflects the acquisitions of Alcentra and Urdang as well as higher staff costs, incentive compensation, and technology costs.
The rise in noninterest expense in 2005 was attributable to higher salaries, employee benefits, and technology costs.

Net charge-offs were a recovery of $1 million, compared with zero in 2005 and charge-offs of $5 million in 2004. Nonperforming assets were
zero at December 31, 2006, compared with $1 million at December 31, 2005 and 2004.

Corporate and Other Segment

Inc/(Dec)
(In millions) 2006 2005 2004 2006 vs. 2005 2005 vs. 2004
Net Interest Income $ 29 $ 81 $ 32 $ (52) $ 49
Noninterest Income 121 62 131 59 (69)
Total Revenue 150 143 163 7 (20)
Provision for Credit Losses (85) (69) (66) (16) (3)
Noninterest Expense 497 303 270 194 33
Income Before Taxes (262) (91) (41) (171) (50)

Average Assets 10,894 8,432 9,222 2,462 (790)
Nonperforming Assets 3 18 7 (15) 11
Net Charge-offs/(Recoveries) 19 140 14 (121) 126
In 2006, income before taxes in the Corporate and Other Segment was a loss of $262 million, compared with losses of $91 million and $41
million in 2005 and 2004. The larger loss in 2006 reflects $106 million of merger and integration costs associated with the Acquired Corporate
Trust Business and the impact of certain expenses previously allocated to the Retail and Middle Market Banking Segment that were not included
in the Retail Business sold to JPMorgan Chase.

Net interest income in the Corporate and Other Segment was $29 million in 2006, compared with $81 million in 2005 and $32 million in 2004.
In 2006, the decrease in net interest income reflects the impact of
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accounting for the Retail Business as discontinued operations offset by higher leasing income. Net interest income in 2004 included the SFAS 13
cumulative adjustments to the leasing portfolio, which reduced net interest income by $66 million.

Noninterest income was $121 million in 2006, compared with $62 million in 2005 and $131 million in 2004. In 2006, the increase in noninterest
income reflects higher securities, investment, and asset gains. In 2005, the decline in noninterest income was attributable to both lower securities
gains and lower gains from corporate asset sales, given the $48 million gain on the sale of 5% of the Company�s stake in Wing Hang in 2004.
Securities gains were $88 million in 2006, compared to $68 million in 2005 and $78 million in 2004.

Provision for credit losses was a credit of $85 million in 2006, compared with a $69 million credit in 2005 and a credit of $66 million in 2004.
The provision for credit losses reflects the difference between the aggregate of the credit provision over a credit cycle assigned to the other
segments and the Company�s recorded provision. The SFAS 13 aircraft adjustments lowered the provision by $7 million in 2004.

Noninterest expense includes unallocated corporate overhead, amortization of intangibles, nonrecurring items, and certain expenses previously
allocated to the Retail and Middle Market Banking Segment that are not included in the businesses sold to JPMorgan Chase. Noninterest
expense was $497 million in 2006, compared with $303 million in 2005 and $270 million in 2004. The increase in noninterest expense in 2006
versus 2005 was primarily due to merger and integration expenses associated with the Acquired Corporate Trust Business and higher intangibles
amortization. The Company expects certain costs that were previously allocated to the Retail and Middle Market Banking Segment and are now
included in the Corporate and Other Segment will be absorbed by the Institutional Services Segment in 2007 as a result of the acquisition of the
Acquired Corporate Trust Business. Noninterest expense in 2006 also included $12 million associated with the adoption of SFAS 123(R).

Net charge-offs were $19 million for 2006, compared to $140 million for 2005 and $14 million for 2004. The charge-offs in 2006 and 2005 are
primarily attributable to the Company�s airline leasing portfolio. Nonperforming assets were $3 million at December 31, 2006, compared with
$18 million at December 31, 2005, and $7 million at December 31, 2004.

Significant other items related to the Corporate and Other Segment for the past three years are presented in the following table.

(In millions) 2006 2005 2004
Items impacting net interest income:
Cost to Carry Goodwill $ (111) $ (99) $ (105)
Tax Equivalent Adjustment (22) (27) (26)

Items impacting noninterest income:
Gain on Sale of FMC �  17 �  
Gain on Sale of Wing Hang �  �  48

Items impacting noninterest expense:
Intangibles Amortization 76 40 34
Other Regulatory Matters �  24 �  
SFAS 123(R) 12 �  �  
Merger and Integration Costs 106 �  �  
Other items�Acquisitions are the responsibility of corporate management. Accordingly, the funding cost of goodwill and amortization of
intangibles are assigned to the Corporate and Other Segment. If the funding cost of goodwill was allocated to the other two segments, it would
be assigned based on the goodwill attributable to each segment. Intangible amortization would be assigned based on the intangibles attributable
to each segment.

The tax equivalent adjustment is eliminated in the Corporate and Other Segment. Certain revenue and expense items have been driven by
corporate decisions and have been included in the Corporate and Other
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Segment. In 2006, these included merger and integration costs of $106 million associated with the Acquired Corporate Trust Business and a
charge of $12 million associated with the implementation of SFAS 123(R) related to the retirement provisions of equity compensation programs.
In 2005, these include the $17 million gain on the sale of FMC and the $24 million charge for regulatory matters. In 2004, the $48 million gain
on the sale of Wing Hang was included in the Corporate and Other Segment. Alternatively, these items could be allocated to the Institutional
Services Segment.

Segment Financial Data

The consolidating schedule below shows the contribution of the Company�s businesses to its overall profitability.

(Dollars in millions)

For the Year Ended
December 31, 2006

Investor &
Broker-Dealer

Services

Execution
& Clearing

Services
Issuer

Services
Treasury
Services

Sub-total
Institutional

Services

Private
Bank &

BNY
Asset

Management

Corporate
and

Other

Total
Continuing
Operations

Net Interest Income $ 624 $ 268 $ 341 $ 170 $ 1,403 $ 67 $ 29 $ 1,499
Noninterest Income 1,971 1,394 1,030 244 4,639 562 121 5,322

Total Revenue 2,595 1,662 1,371 414 6,042 629 150 6,821
Provision for Credit Losses 10 2 16 37 65 �  (85) (20)
Noninterest Expense 1,797 1,150 628 199 3,774 400 497 4,671

Income Before Taxes $ 788 $ 510 $ 727 $ 178 $ 2,203 $ 229 $ (262) $ 2,170

Contribution Percentage(1) 32% 21% 30% 7% 90% 10%

Average Assets $ 40,293 $ 14,866 $ 15,906 $ 11,980 $ 83,045 $ 2,539 $ 10,894 $ 96,478(2)

(Dollars in millions)

For the Year Ended

December 31, 2005

Investor &
Broker-Dealer

Services

Execution
& Clearing

Services
Issuer

Services
Treasury
Services

Sub-total
Institutional

Services

Private
Bank &

BNY
Asset

Management

Corporate
and

Other

Total
Continuing
Operations

Net Interest Income $ 569 $ 211 $ 239 $ 174 $ 1,193 $ 66 $ 81 $ 1,340
Noninterest Income 1,826 1,325 757 272 4,180 456 62 4,698

Total Revenue 2,395 1,536 996 446 5,373 522 143 6,038
Provision for Credit Losses 7 1 11 40 59 3 (69) (7)
Noninterest Expense 1,636 1,151 458 199 3,444 320 303 4,067

Income Before Taxes $ 752 $ 384 $ 527 $ 207 $ 1,870 $ 199 $ (91) $ 1,978

Contribution Percentage(1) 36% 19% 25% 10% 90% 10%

Average Assets $ 36,233 $ 15,478 $ 13,349 $ 10,622 $ 75,682 $ 2,205 $ 8,432 $ 86,319(2)

(Dollars in millions)

For the Year Ended

December 31, 2004

Investor &
Broker-Dealer

Services

Execution
& Clearing

Services
Issuer

Services
Treasury
Services

Sub-total
Institutional

Services

Private
Bank &

BNY
Asset

Management

Corporate
and

Other

Total
Continuing
Operations

Net Interest Income $ 518 $ 170 $ 214 $ 162 $ 1,064 $ 61 $ 32 $ 1,157
Noninterest Income 1,627 1,242 696 265 3,830 416 131 4,377

Total Revenue 2,145 1,412 910 427 4,894 477 163 5,534
Provision for Credit Losses 7 1 11 40 59 3 (66) (4)
Noninterest Expense 1,441 1,087 426 186 3,140 288 270 3,698
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Income Before Taxes $ 697 $ 324 $ 473 $ 201 $ 1,695 $ 186 $ (41) $ 1,840

Contribution Percentage(1) 37% 17% 25% 11% 90% 10%

Average Assets $ 35,225 $ 15,122 $ 11,776 $ 10,163 $ 72,286 $ 2,144 $ 9,222 $ 83,652(2)

(1) As a percent of total income before tax excluding Corporate and Other.
(2) Including average assets of discontinued operations of $10,364 million for 2006, $15,116 million for 2005, and $15,688 million for 2004, consolidated

average assets were $106,842 million in 2006, $101,435 million in 2005, and $99,340 million in 2004.
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International Operations

The Company�s primary international activities consist of securities servicing and global payment services. Target customers include financial
institutions, pension funds and securities issuers worldwide.

In Investor Services, the Company is a leading global custodian. In the United Kingdom, the Company provides a full range of both local and
global services. In Continental Europe, a full global product set is provided with access to local markets through strategic partnerships. Off-shore
mutual fund servicing capabilities for funds registered in Dublin, the Channel Islands, Luxembourg and Singapore are provided through
operations in Luxembourg and Dublin.

In Issuer Services, the Company is a leader in the DR market, currently acting as the depositary receipts agent for 64% of all publicly sponsored
listings by foreign companies. For debt issuance, the Company is one of the leading corporate trust providers for global debt issuance.

The Company�s international clearing business delivers clearing and financial services outsourcing solutions in 65 countries. In Execution, the
Company provides institutional trade execution services in over 90 global markets, including 50 emerging markets.

In the Asia-Pacific region, the Company has over 50 years of experience providing trade and cash services to financial institutions and central
banks. In addition, the Company offers a broad range of servicing and fiduciary products to financial institutions, corporations and central banks
depending on the state of market development. In emerging markets, the Company leads with global payments and issuer services, introducing
other products as the markets mature. For more established markets, the Company�s focus is on global, not local, investor services products and
alternative investments.

The Company is also a leading provider and major market maker in the area of foreign exchange and interest-rate risk management services,
dealing in over 100 currencies, and provides traditional trust and banking services to customers domiciled outside of the United States,
principally in Europe and Asia. Ivy Asset Management (UK), Ltd. provides clients in Europe and the Middle East with hedge fund of funds
investment advisory services. Alcentra in London offers sophisticated alternative credit investments, including leveraged loans and subordinated
and distressed debt.

The Company conducts business through subsidiaries, branches, and representative offices in 33 countries. The Company has major operation
centers based in Brussels, Dublin, Singapore and throughout the United Kingdom including London, Manchester, and Edinburgh.

The Company�s financial results, as well as its levels of assets under custody and management, are impacted by the translation of financial results
denominated in foreign currencies to the U.S. Dollar. The Company is primarily impacted by activities denominated in the British Pound, and to
a lesser extent, the Euro. If the U.S. Dollar depreciates against these currencies, the translation impact is a higher level of fee revenue, net
interest revenue, operating expense and assets under management and custody. Conversely, if the U.S. Dollar appreciates, the translated levels of
fee revenue, net interest revenue, operating expense and assets under management and custody will be lower.

Foreign currency exchange rates for one U.S. Dollar:

Year
2006 2005 2004

Spot rate (at December 31):
British Pound 0.5107 0.5813 0.5192
Euro 0.7580 0.8444 0.7331
Yearly average rate:
British Pound 0.5435 0.5500 0.5460
Euro 0.7970 0.8045 0.8051
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International clients accounted for 30% of revenue and 26% of net income in 2006. At December 31, 2006, the Company had 4,971 employees
in Europe and 1,948 in Asia.

International Financial Data

Revenue, income before income taxes, net income and total assets from foreign operations on a continuing operations basis are shown in the
table below.

2006 2005 2004

(In millions)

Geographic Data Revenues

Income
Before
Income
Taxes

Net
Income

Total
Assets Revenues

Income
Before
Income
Taxes

Net
Income

Total
Assets Revenues

Income
Before
Income
Taxes

Net
Income

Total
Assets

Domestic $ 4,758 $ 1,605 $ 1,092 $ 71,217 $ 4,228 $ 1,475 $ 1,007 $ 67,031 $ 3,871 $ 1,350 $ 926 $ 66,044
Europe 1,517 423 286 24,855 1,327 376 251 19,414 1,208 353 235 15,062
Asia 338 104 72 4,204 279 85 56 4,828 292 118 79 3,759
Other 208 38 26 3,076 204 42 29 2,037 163 19 13 1,365

Total $ 6,821 $ 2,170 $ 1,476 $ 103,352 $ 6,038 $ 1,978 $ 1,343 $ 93,310 $ 5,534 $ 1,840 $ 1,253 $ 86,230

In 2006, revenues from Europe were $1,517 million, compared with $1,327 million in 2005 and $1,208 million in 2004. Revenues from Europe
were up 14% in 2006. The increase in 2006 reflects increased cross-border flows which drove revenue higher in global mutual funds, custody,
corporate trust and depositary receipts. The increase in 2005 reflected strong growth in investor and issuer service revenues. Revenues from Asia
were $338 million in 2006, compared with $279 million and $292 million in 2005 and 2004, respectively. The increase in Asia in 2006 was
primarily due to increases in net interest income, securities lending, depositary receipts, and equity in the earnings of Wing Hang. The slight
decrease in Asia in 2005 was primarily due to the large gain in 2004 related to Wing Hang. Net income from Europe was $286 million in 2006,
compared with $251 million and $235 million in 2005 and 2004, respectively. Net income from Asia was $72 million in 2006, compared with
$56 million and $79 million in 2005 and 2004, respectively. Net income from Europe and Asia were driven by the same factors affecting
revenue. In addition, in 2006 and 2005, net income from Europe was adversely impacted by the strength of the Euro and Sterling versus the
dollar.

Cross-Border Risk

Foreign assets are subject to general risks attendant to the conduct of business in each foreign country, including economic uncertainties and
each foreign government�s regulations. In addition, the Company�s foreign assets may be affected by changes in demand or pricing resulting from
fluctuations in currency exchange rates or other factors. Cross-border outstandings include loans, acceptances, interest-bearing deposits with
other banks, other interest-bearing investments, and other monetary assets which are denominated in dollars or other non-local currency. Also
included are local currency outstandings not hedged or funded by local borrowings.

The tables below show the Company�s cross-border outstandings for the last three years where cross-border exposure exceeds 1.00% of total
assets (denoted with �*�) or 0.75% of total assets (denoted with �**�).

(In millions)

2006 Germany* France*
United

Kingdom* Netherlands* Canada* Italy** Switzerland**
Banks and Other Financial Institutions $ 4,241 $ 2,197 $ 1,211 $ 653 $ 723 $ 992 $ 767
Public Sector 200 341 38 �  197 �  �  
Commercial, Industrial and Other 402 35 1,025 753 233 17 121

Total Cross-Border Outstandings $ 4,843 $ 2,573 $ 2,274 $ 1,406 $ 1,153 $ 1,009 $ 888
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2005 Germany*
United

Kingdom* Netherlands* France* Belgium** Switzerland**
Banks and Other Financial Institutions $ 2,216 $ 571 $ 1,010 $ 740 $ 634 $ 744
Public Sector 185 �  �  169 49 �  
Commercial, Industrial and Other 406 1,256 570 203 257 141

Total Cross-Border Outstandings $ 2,807 $ 1,827 $ 1,580 $ 1,112 $ 940 $ 885
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2004 Germany*
United

Kingdom* France*
Banks and Other Financial Institutions $ 2,586 $ 307 $ 850
Public Sector 176 �  128
Commercial, Industrial and Other 433 776 302

Total Cross-Border Outstandings $ 3,195 $ 1,083 $ 1,280

CRITICAL ACCOUNTING POLICIES

The Company�s significant accounting policies are described in the Notes to Consolidated Financial Statements under �Summary of Significant
Accounting and Reporting Policies�. Four of the Company�s more critical accounting policies are those related to the allowance for credit losses,
the valuation of derivatives and securities where quoted market prices are not available, goodwill and other intangibles, and pension accounting.
In addition to �Summary of Significant Accounting and Reporting Policies� in the Notes to Consolidated Financial Statements, further information
on policies related to the allowance for credit losses can be found under �Asset Quality and Allowance for Credit Losses� in the MD&A section.
Further information on the valuation of derivatives and securities where quoted market prices are not available can be found under �Market Risk
Management� and �Trading Activities and Risk Management� in the MD&A section and in �Fair Value of Financial Instruments� in the Notes to
Consolidated Financial Statements. Further information on goodwill and intangible assets can be found in �Goodwill and Intangibles� in the Notes
to Consolidated Financial Statements. Additional information on pensions can be found in �Employee Benefit Plans� in the Notes to the
Consolidated Financial Statements.

Allowance for Credit Losses

The allowance for credit losses and allowance for lending-related commitments consist of four elements: (1) an allowance for impaired credits;
(2) an allowance for higher risk rated loans and exposures; (3) an allowance for pass rated loans and exposures; and (4) an unallocated allowance
based on general economic conditions and certain risk factors in the Company�s individual portfolio and markets. Further discussion on the four
elements can be found under �Asset Quality and Allowance for Credit Losses� in the MD&A section.

The allowance for credit losses represents management�s estimate of probable losses inherent in the Company�s credit portfolio. This evaluation
process is subject to numerous estimates and judgments. Probability of default ratings are assigned after analyzing the credit quality of each
borrower/counterparty and the Company�s internal rating are generally consistent with external ratings agency�s default databases. Loss given
default ratings are driven by the collateral, structure, and seniority of each individual asset and are consistent with external loss given
default/recovery databases. The portion of the allowance related to impaired credits is based on the present value of future cash flows. Changes
in the estimates of probability of default, risk ratings, loss given default/recovery rates, and cash flows could have a direct impact on the
allocated allowance for loan losses.

To the extent actual results differ from forecasts or management�s judgment, the allowance for credit losses may be greater or less than future
charge-offs.

The Company considers it difficult to quantify the impact of changes in forecast on its allowance for credit losses. Nevertheless, the Company
believes the following discussion may enable investors to better understand the variables that drive the allowance for credit losses.

A key variable in determining the allowance is management�s judgment in determining the size of the unallocated allowance. At December 31,
2006, the unallocated allowance was 23% of the total allowance. If the unallocated allowance were five percent higher or lower, the allowance
would have increased or decreased by $22 million, respectively.

28

Edgar Filing: BANK OF NEW YORK CO INC - Form 10-K

Table of Contents 48



Table of Contents

The credit rating assigned to each credit is another significant variable in determining the allowance. If each credit were rated one grade better,
the allowance would have decreased by $74 million, while if each credit were rated one grade worse, the allowance would have increased by
$133 million.

Similarly, if the loss given default were one rating worse, the allowance would have increased by $45 million, while if the loss given default
were one rating better, the allowance would have decreased by $42 million.

For impaired credits, if the fair value of the loans were 10% higher or lower, the allowance would have increased or decreased by $3 million,
respectively.

Valuation of Derivatives and Securities Where Quoted Market Prices Are Not Available

When quoted market prices are not available for derivatives and securities values, such values are determined at fair value, which is defined as
the value at which positions could be closed out or sold in a transaction with a willing counterparty over a period of time consistent with the
Company�s trading or investment strategy. Fair value for these instruments is determined based on discounted cash flow analysis, comparison to
similar instruments, and the use of financial models. Financial models use as their basis independently-sourced market parameters including, for
example, interest rate yield curves, option volatilities, and currency rates. Discounted cash flow analysis is dependent upon estimated future cash
flows and the level of interest rates. Model-based pricing uses inputs of observable prices for interest rates, foreign exchange rates, option
volatilities and other factors. Models are benchmarked and validated by independent parties. The Company�s valuation process takes into
consideration factors such as counterparty credit quality, liquidity and concentration concerns. The Company applies judgment in the application
of these factors. In addition, the Company must apply judgment when no external parameters exist. Finally, other factors can affect the
Company�s estimate of fair value, including market dislocations, incorrect model assumptions, and unexpected correlations.

These valuation methods could expose the Company to materially different results should the models used or underlying assumptions be
inaccurate. See �Use of Estimates� in �Summary of Significant Accounting and Reporting Policies� in the Notes to Consolidated Financial
Statements.

To assist in assessing the impact of a change in valuation, at December 31, 2006, approximately $2.2 billion of the Company�s portfolio of
securities and derivatives is not priced based on quoted market prices. A change of 2.5% in the valuation of these securities and derivatives
would result in a change in pre-tax income of $54 million.

Goodwill and Other Intangibles

The Company records all assets and liabilities acquired in purchase acquisitions, including goodwill, indefinite-lived intangibles, and other
intangibles, at fair value as required by SFAS No. 141 (�SFAS 141�), �Business Combinations�. Goodwill ($5,172 million at December 31, 2006)
and indefinite-lived intangible assets ($370 million at December 31, 2006) are not amortized but are subject to annual tests for impairment or
more often if events or circumstances indicate they may be impaired. Other intangible assets are amortized over their estimated useful lives and
are subject to impairment if events or circumstances indicate a possible inability to realize the carrying amount. The initial recording of
goodwill, indefinite-lived intangibles, and other intangibles requires subjective judgments concerning estimates of the fair value of the acquired
assets. Goodwill is assigned to specific reporting units, which are generally one level below the segment level but can be combined when
reporting units within the same segment have similar economic characteristics. The goodwill impairment test is performed in two phases. The
first step of the goodwill impairment test compares the fair value of the reporting unit with its carrying amount, including goodwill. If the fair
value of the reporting unit exceeds its carrying amount, goodwill of the reporting unit is considered not impaired; however, if the carrying
amount of the reporting unit exceeds its fair value, an additional procedure must be performed. That additional procedure compares the implied
fair value of the reporting unit�s goodwill with the carrying amount of that goodwill. An
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impairment loss is recorded to the extent that the carrying amount of goodwill exceeds its implied fair value. Indefinite-lived intangible assets
are evaluated for impairment at least annually by comparing their fair value to their carrying value. Other intangible assets ($1,083 million at
December 31, 2006) are evaluated for impairment if events and circumstances indicate a possible impairment. Such evaluation of other
intangible assets is based on undiscounted cash flow projections. The Company recorded a $6 million impairment charge in 2006 related to the
write-off of customer intangibles in Europe.

Fair value may be determined using: market prices, comparison to similar assets, market multiples, discounted cash flow analysis and other
determinants. Estimated cash flows may extend far into the future and, by their nature, are difficult to determine over an extended timeframe.
Factors that may significantly affect the estimates include, among others, competitive forces, customer behaviors and attrition, changes in
revenue growth trends, cost structures and technology, and changes in discount rates and specific industry or market sector conditions. Other key
judgments in accounting for intangibles include useful life and classification between goodwill and indefinite-lived intangibles or other
intangibles which require amortization. See �Goodwill and Intangibles� in the Notes to Consolidated Financial Statements for additional
information regarding intangible assets.

To assist in assessing the impact of a goodwill, indefinite-lived intangibles, or other intangible asset impairment charge, at December 31, 2006,
the Company has $6.6 billion of goodwill, indefinite-lived intangibles, and other intangible assets. The impact of a 5% impairment charge would
result in a reduction in pre-tax income of approximately $331 million.

Pension Accounting

The Company has defined benefit pension plans covering approximately 14,200 U.S. employees and approximately 2,750 non-U.S. employees.

The Company has three defined benefit pension plans in the U.S. and six overseas. The U.S. plans account for 77% of the projected benefit
obligation. Pension expense was $38 million in 2006, compared with $26 million in 2005 and a pension credit of $24 million in 2004. In
addition to its pension plans, the Company also has an Employee Stock Ownership Plan (�ESOP�) which may provide additional benefits to
certain employees. Upon retirement, covered employees are entitled to the higher of their benefit under the ESOP or the defined benefit plan. If
the benefit is higher under the defined benefit plan, the employees� ESOP account is contributed to the pension plan.

A number of key assumption and measurement date values determine pension expense. The key elements include the long-term rate of return on
plan assets, the discount rate, the market-related value of plan assets, and for the primary U.S. plan the price used to value stock in the ESOP.
Since 2004, these key elements have varied as follows:

(Dollars in millions, except per share amounts) 2007 2006 2005 2004
Domestic Plans:
Long-Term Rate of Return on Plan Assets 8.00% 7.88% 8.25% 8.75%
Discount Rate 6.00 5.88 6.00 6.25
Market-Related Value of Plan Assets(1) $ 1,352 $ 1,324 $ 1,502 $ 1,523
ESOP Stock Price(1) 34.85 30.46 30.67 27.88

Net U.S. Pension Credit/(Expense) $ (26) $ (17) $ 31
All Other Pension Credit/(Expense) (12) (9) (7)

Total Pension Credit/(Expense)(2) $ (38) $ (26) $ 24

(1) Actuarially smoothed data. See �Summary of Significant Accounting and Reporting Policies� in Notes to the Consolidated Financial
Statements.

(2) Pension benefits expense includes discontinued operations expense of $6 million in 2006, 2005, and 2004.
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The discount rate for U.S. pension plans was determined after reviewing a number of high quality long-term bond indices whose yields were
adjusted to match the duration of the Company�s pension liability. The Company also reviewed the results of several models that matched bonds
to the Company�s pension cash flows. The various indices and models produced discount rates ranging from 5.91% to 6.10%. After reviewing the
various indices and models the Company selected a discount rate of 6.00%. The discount rates for foreign pension plans are based on high
quality corporate bonds rates in countries that have an active corporate bond market. In those countries with no active corporate bond market,
discount rates are based on local government bond rates plus a credit spread.

The Company�s expected long-term rate of return on plan assets is based on anticipated returns for each asset class. At September 30, 2006 and
2005, the assumptions for the long-term rates of return on plan assets were 8.00% and 7.88%, respectively. Anticipated returns are weighted for
the target allocation for each asset class. Anticipated returns are based on forecasts for prospective returns in the equity and fixed income
markets, which should track the long-term historical returns for these markets. The Company also considers the growth outlook for U.S. and
global economies, as well as current and prospective interest rates.

The market-related value of plan assets also influences the level of pension expense. Differences between expected and actual returns are
recognized over five years to compute an actuarially derived market-related value of plan assets. In 2006, the market-related value of plan assets
declined as the extraordinary actual return in 2000 was replaced with a more modest return. The market-related value of plan assets grew slightly
for 2007 as the pension fund earned more normal returns.

Unrecognized actuarial gains and losses are amortized over the future service period (11 years) of active employees if they exceed a threshold
amount. The Company currently has unrecognized losses which are being amortized.

For 2006, U.S. pension expense increased by $9 million reflecting changes in assumptions, the amortization of unrecognized pension losses, and
a decline in the market-related value of plan assets, partly offset by a switch to the computation of benefits from final average pay to career
average pay. U.S. pension expense is expected to decline approximately $30 million in 2007 primarily due to employees working longer and the
Pension Protection Act of 2006.

The annual impacts on the primary U.S. plan of hypothetical changes in the key elements on the pension expense are shown in the tables below.

(Dollars in millions, except per share amount)

Increase in

Pension Expense 2007 Base

Decrease in

Pension Expense
Long-Term Rate of Return on Plan Assets 7.00% 7.50% 8.00% 8.50% 9.00%
Change in Pension Expense $ 18.4 $ 9.2 N/A $ 9.2 $ 18.4

Discount Rate 5.50% 5.75% 6.00% 6.25% 6.50%
Change in Pension Expense $ 11.8 $ 5.8 N/A $ 5.7 $ 11.2

Market-Related Value of Plan Assets -20.00% -10.00% $ 1,352 +10.00% +20.00%
Change in Pension Expense $ 50.6 $ 25.3 N/A $ 25.2 $ 46.9

ESOP Stock Price $ 24.85 $ 29.85 $ 34.85 $ 39.85 $ 44.85
Change in Pension Expense $ 14.5 $ 7.0 N/A $ 6.5 $ 12.5
CONSOLIDATED BALANCE SHEET REVIEW

The Company�s assets were $103.4 billion at December 31, 2006, up from $102.1 billion in the prior year. The increase in 2006 from 2005
primarily reflects growth in the Company�s securities servicing businesses and the Acquired Corporate Trust Business, partly offset by the sale of
the Retail Business. Investment securities as a
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percent of the Company�s year-end assets were 20% in 2006 and 27% in 2005. The decline in investment securities relates to the sale of $5.5
billion of securities as part of the portfolio restructuring entered into in connection with the sale of the Retail Business and the purchase of the
Acquired Corporate Trust Business. Loans as a percent of assets was 37% and 32% in 2006 and 2005, respectively. The increase in loans was
driven by the needs of the Company�s securities servicing customers. Total shareholders� equity was $11.6 billion at December 31, 2006
compared with $9.9 billion in 2005. The major reason for the increase in shareholders� equity was retention of earnings.

Investment Securities

The table below shows the distribution of the Company�s investment securities portfolio:

Investment Securities (at Fair Value)

(In millions)
December 31,

2006
December 31,

2005
Fixed Income Securities:
Mortgage-Backed Securities $ 17,785 $ 22,484
Asset-Backed Securities 464 305
Corporate Debt 256 1,034
Short-Term Money Market Instruments 531 975
U.S. Treasury Securities 86 226
U.S. Government Agencies 673 620
State and Political Subdivisions 88 116
Emerging Market Debt (Collateralized by U.S. Treasury
Zero Coupon Obligations) 116 117
Other Foreign Debt 10 363

Subtotal Fixed Income Securities 20,009 26,240

Equity Securities:
Money Market or Fixed Income Funds 1,032 922
Other 46 31

Subtotal Equity Securities 1,078 953

Total Securities $ 21,087 $ 27,193

Total investment securities were $21.1 billion in 2006, compared with $27.2 billion in 2005 and $23.7 billion in 2004. In 2006, the $5.5 billion
portfolio restructuring sale is primarily responsible for the decline in investments. The increase in 2005 was primarily due to the addition of $3.1
billion of highly rated mortgage-backed securities. Average investment securities were $22.3 billion in 2006, compared with $20.7 billion in
2005 and $18.0 billion in 2004. At December 31, 2006, the fixed income portfolio composition was approximately 26% hybrid, 38% fixed rate,
and 27% variable rate mortgage-backed securities while treasuries, government agencies, municipalities and short-term securities were 7% and
other securities were 2%.

The Company�s portfolio of mortgage-backed securities is 87% rated AAA, 9% AA, and 4% A. The primary risk in these securities is interest
rate sensitivity. The Company seeks to reduce interest rate risk by investing in securities that convert to floating within three to five years or by
investing in traunches of mortgage-backed securities that have rapid repayment characteristics. See �Asset/Liability Management�. The Company
has been adding either adjustable or short life classes of structured mortgage-backed securities, both of which have short durations. The
Company has maintained an effective duration of approximately 1.6 years on its mortgage portfolio to best match its liabilities and to reduce the
adverse impact from a rise in interest rates.
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Corporate debt securities declined in 2006. The primary risks in corporate debt securities are credit risk and interest rate risk. Almost all of the
corporate securities are investment grade.

The short-term money market instruments and obligations of state and political subdivisions have a modest amount of credit risk. The U.S.
Treasury and Agency securities and obligations of state and political subdivision are generally fixed�rate securities so they expose the Company
to interest rate risk.

There was no unrealized net gain or loss on securities available-for-sale at December 31, 2006, compared with an unrealized net loss of $108
million at December 31, 2005. The decline in unrealized net loss reflects the portfolio restructuring and a decline in longer term interest rates.

The following table shows the maturity distribution by carrying amount and yield (not on a tax equivalent basis) of the Company�s securities
portfolio at December 31, 2006.

(Dollars in millions)

U.S.

Government

U.S.

Government
Agency

States and
Political

Subdivisions

Other Bonds,
Notes and

Debentures

Mortgage/

Asset-Backed
and Equity
Securities

TotalAmount Yield(1) Amount Yield(1) Amount Yield(1) Amount Yield(1) Amount Yield(1)

Securities Held-to-Maturity
One Year or Less $ �  �  % $ 120 2.65% $ �  �  % $ �  �  % $ �  �  % $ 120
Over 1 through 5 Years �  �  �  �  �  �  �  �  �  �  �  
Over 5 through 10 Years �  �  �  �  �  �  �  �  �  �  �  
Over 10 years �  �  �  �  �  �  117 6.33 �  �  117
Mortgage-Backed Securities �  �  �  �  �  �  �  �  1,492 4.68 1,492

$ �  �  % $ 120 2.65% $ �  �  % $ 117 6.33% $ 1,492 4.68% $ 1,729

Securities Available-for-Sale
One Year or Less $ 36 4.47% $ 463 4.91% $ 8 8.15% $ 274 5.25% $ �  �  % $ 781
Over 1 through 5 Years 50 4.53 91 5.47 36 8.69 3 5.78 �  �  180
Over 5 through 10 Years �  �  �  �  29 8.69 31 6.28 �  �  60
Over 10 years �  �  �  �  15 7.24 490 3.75 �  �  505
Mortgage-Backed Securities �  �  �  �  �  �  �  �  16,309 5.43 16,309
Asset-Backed Securities �  �  �  �  �  �  �  �  464 6.72 464
Equity Securities �  �  �  �  �  �  �  �  1,078 4.98 1,078

$ 86 4.50% $ 554 5.00% $ 88 8.39% $ 798 4.37% $ 17,851 5.26% $ 19,377

(1) Yields are based upon the amortized cost of securities.
The Company also has equity investments categorized as other assets (bracketed amounts indicate carrying values). Included in other assets are
strategic investments related to securities servicing ($86 million), venture capital investments ($281 million), an investment in Wing Hang ($241
million), tax advantaged low-income housing investments ($140 million), Federal Reserve Bank stock ($107 million), and other equity
investments ($2 million).

The largest minority interest is Wing Hang with a fair value of $698 million (book value of $241 million) at December 31, 2006. An agreement
with certain other shareholders of Wing Hang prohibits the sale of this interest without their permission. The Company received dividends from
Wing Hang of $18 million, $16 million, and $12 million in 2006, 2005, and 2004, respectively. In 2004, the Company reduced its investment in
Wing Hang from approximately 25% of Wing Hang�s outstanding shares to 20%.

Venture capital activities consist of investments in private equity funds, mezzanine financings, and direct equity investments. Consistent with the
Company�s policy to focus on its core activities, it continues to reduce its
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exposure to venture capital activities. The carrying and fair value of the Company�s venture capital investments was $281 million at
December 31, 2006, down $166 million from $447 million at December 31, 2002. Venture capital investments consist of investments in private
equity funds of $231 million, direct equity of $21 million, mezzanine financings of $9 million, and leveraged bond funds of $20 million. Fair
values for private equity funds are generally based upon information provided by fund sponsors and the Company�s knowledge of the underlying
portfolio while mezzanine financing and direct equity investments are based upon Company models. At December 31, 2006, the Company had
hedged approximately $7 million of its private equity fund investments. Hedge positions are recorded at fair value with resulting gains and
losses reflected in securities gains.

In 2006, the Company had an average invested balance of $311 million in venture capital. Securities gains and interest income were $97 million,
a pre-tax return of 31%. For 2007, the Company enters the year with a $281 million investment balance, and would expect returns to be lower
than 2006.

At December 31, 2006, the Company had $55 million of unfunded investment commitments to private equity funds and partnerships. The timing
of future cash requirements to fund such commitments is generally dependent on the investment cycle. This cycle, the period over which
privately-held companies are funded by private equity investors and ultimately sold, merged, or taken public through an initial public offering,
can vary based on overall market conditions as well as the nature and type of industry in which the companies operate. If unused, the
commitments expire as follows:

(In millions) Commitments
2007 $ 2
2008 �  
2009 - 2011 53

Total $ 55

Commitments to venture capital limited partnerships may extend beyond the expiration period shown above to cover certain follow-on
investments, claims and liabilities, and organizational and partnership expenses.

Consistent with its objective to expand its asset management activities, the Company started the BNY Mezzanine Partners, L.P. in 2006 and
committed $75 million to the fund. As of December 31, 2006, the fund had $194 million of assets under management. The Company expects the
final close of BNY Mezzanine Partners, L.P. to be in April 2007, with a maximum size of $250 million.

In February 2006, the Company registered an investment fund company in Poland, called BNY National Trust TFI SA (�BNY National Trust�).
BNY National Trust expects to receive a license to start operations in the Polish market in the second quarter 2007. BNY National Trust�s first
fund will be a closed-end private equity investment fund offering a portfolio of private equity funds and direct investments in established
privately-held companies. The fund will consist of 50% private equity fund of funds, 30% direct mezzanine investments and 20% direct equity
co-investment. The Company�s expected commitment to BNY National Trust is 10% of the fund, up to $15 million.

From time to time, the Company may make other fund commitments consistent with its strategy to expand its asset management activities.

Loans

(In billions)
December 31, Annual Average

Total Non-Margin Margin Total Non-Margin Margin
2006 $ 37.8 $ 32.7 $ 5.1 $ 33.6 $ 28.2 $ 5.4
2005 32.9 26.8 6.1 32.1 25.7 6.4
2004 28.4 22.3 6.1 30.6 24.3 6.3
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Total loans were $37.8 billion at December 31, 2006, compared with $32.9 billion in 2005. The increase in 2006 versus 2005 primarily reflects
increased lending to securities servicing customers and higher mortgage loans partially offset by a decrease in margin loans reflecting the loss of
a significant customer at Pershing. The Company continues to focus on its strategy of reducing non-strategic and outsized corporate loan
exposures to improve its credit risk profile. Average total loans were $33.6 billion in 2006, compared with $32.1 billion in 2005. The increase in
average loans in 2006 primarily results from the same factors impacting year-end loans outstanding.

The table below shows trends in the loans outstanding at year-end on a continuing operations basis over the last five years based on a product
analysis.

(In millions) 2006 2005 2004 2003 2002
Domestic
Commercial and Industrial Loans $ 4,814 $ 3,676 $ 3,411 $ 4,221 $ 8,187
Real Estate Loans:
Construction and Land Development 284 324 284 304 480
Other, Principally Commercial Mortgages 422 554 863 1,375 1,450
Collateralized by Residential Properties 3,815 2,710 1,983 1,076 1,275
Banks and Other Financial Institutions 2,494 2,266 1,323 1,320 1,292
Loans for Purchasing or Carrying Securities 7,114 4,935 3,028 4,221 1,720
Lease Financings 3,032 3,262 3,595 3,727 3,529
Less:
Unearned Income on Lease Financings (832) (938) (1,072) (1,063) (944)
Consumer Loans 266 378 431 573 608
Margin loans 5,167 6,089 6,059 5,712 352
Other 1,336 946 548 431 238

Total Domestic 27,912 24,202 20,453 21,897 18,187

Foreign
Commercial and Industrial Loans 1,111 1,184 793 1,305 1,780
Banks and Other Financial Institutions 5,350 4,196 3,939 2,045 1,624
Lease Financings 5,802 5,816 5,871 6,026 6,062
Less:
Unearned Income on Lease Financings (2,504) (2,615) (2,731) (2,960) (3,124)
Government and Official Institutions 9 101 42 93 205
Other 113 43 8 8 9

Total Foreign 9,881 8,725 7,922 6,517 6,556

Less: Allowance for Loan Losses (287) (326) (491) (558) (530)

Net Loans $ 37,506 $ 32,601 $ 27,884 $ 27,856 $ 24,213

Asset Quality and Allowance for Credit Losses

Over the past several years, the Company has improved its risk profile through greater focus on clients who are active users of the Company�s
non-credit services, with a de-emphasis on broad-based loan growth. The Company�s primary exposure to credit risk of a customer consists of
funded loans, unfunded formal contractual commitments to lend, counterparty risk associated with derivative transactions and overdrafts
associated with clearing and settlement.

The role of credit has shifted to one that complements the Company�s other services instead of as a lead product. Credit solidifies customer
relationships and, through a disciplined allocation of capital, can earn acceptable rates of return as part of an overall relationship. The Company�s
credit risk management objectives
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are: (1) to eliminate non-strategic exposures; (2) to increase granularity in the portfolio by cutting back large individual borrower exposures;
(3) to restructure the portfolio to avoid outsized industry concentrations; and (4) to limit exposures to non-investment grade counterparties. The
goal of these objectives is to reduce volatility in the Company�s credit provisioning and earnings. The Company regularly culls its loan portfolio
of credit exposures that no longer meet risk/return criteria, including an assessment of overall relationship profitability. In addition, the Company
makes use of credit derivatives and other risk mitigants as economic hedges of portions of the credit risk in its portfolio. The effect of these
transactions is to transfer credit risk to creditworthy, independent third parties.

The Company continues to make progress towards improving its credit risk profile.

� At December 31, 2006, corporate exposure was $23.9 billion.

� The Company brought industry concentrations in line with reduced targets in areas such as telecom, retailing, and automotive. The
largest single corporate industry exposure is now energy at 6% of total exposures.

� The Company continued to eliminate non-strategic exposures that do not meet yield or cross-sell criteria.

� At December 31, 2006, the Company has used credit default swaps to reduce exposure on $1,688 million of loans and commitments.
At December 31, 2006, total exposures were $87.1 billion, up from $76.5 billion in 2005 reflecting increased lending to financial institutions.

The Company�s largest absolute risk is lending to financial institutions and corporates, which make up 79% of the total. The business unit
components of the loan portfolio are detailed below.

Loan Portfolio

12/31/06 12/31/05 12/31/04 12/31/03
(In billions) Loans Exposure Loans Exposure Loans Exposure Loans Exposure
Financial Institutions $ 17.4 $ 44.9 $ 13.0 $ 35.4 $ 9.5 $ 31.1 $ 9.2 $ 31.0
Corporate 4.1 23.9 3.7 23.3 3.6 23.0 4.0 24.5

21.5 68.8 16.7 58.7 13.1 54.1 13.2 55.5

Consumer 4.3 4.8 3.2 3.5 2.2 2.9 2.2 2.5
Lease Financings 5.5 5.6 5.5 5.6 5.7 5.7 5.8 5.8
Commercial Real Estate 1.4 2.8 1.4 2.6 1.3 2.3 1.5 2.1
Margin Loans 5.1 5.1 6.1 6.1 6.1 6.0 5.7 5.7

Total $ 37.8 $ 87.1 $ 32.9 $ 76.5 $ 28.4 $ 71.0 $ 28.4 $ 71.6

Of the credits in the financial institutions and corporate segments with a rating equivalent to non-investment grade at December 31, 2006, 48%
of these credits mature in less than one year.

Financial Institutions

The financial institutions portfolio exposure increased to $44.9 billion at year-ended 2006 from $31.1 billion in 2004 reflecting the expansion of
the Company�s securities servicing business. The financial institutions exposure fluctuates day to day based on the financing needs of the
Company�s broker-dealer customers and overdrafts relating to security settlements. These exposures are generally high quality, with 85%
meeting the investment grade criteria of the Company�s rating system. The exposures are short-term with 77% expiring
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within one year, and are frequently secured. For example, mortgage banking, securities industry, and investment managers often borrow against
marketable securities held in custody at the Company. The diversity of the portfolio is shown in the accompanying table.

(In billions)

Lending Division

12/31/06 12/31/05 12/31/04

Loans
Unfunded

Commitments
Total

Exposures
% Inv
Grade

% due
<1 Yr Loans

Unfunded
Commitments

Total
Exposures Loans

Unfunded
Commitments

Banks $ 5.7 $ 5.5 $ 11.2 69% 84% $ 5.0 $ 3.8 $ 8.8 $ 4.2 $ 3.5
Securities Industry 6.0 5.4 11.4 87 98 3.4 3.6 7.0 1.5 3.0
Insurance 0.6 6.1 6.7 100 45 0.4 4.9 5.3 0.5 4.8
Government 0.1 6.7 6.8 100 62 0.1 4.7 4.8 �  5.0
Asset Managers 4.7 1.9 6.6 82 85 3.8 3.6 7.4 3.0 3.8
Mortgage Banks 0.2 0.7 0.9 70 50 0.2 0.7 0.9 0.2 0.7
Endowments 0.1 1.2 1.3 100 58 0.1 1.1 1.2 0.1 0.8

Total $ 17.4 $ 27.5 $ 44.9 85% 77% $ 13.0 $ 22.4 $ 35.4 $ 9.5 $ 21.6

Corporate

The corporate portfolio exposure increased to $23.9 billion at December 31, 2006, from $23.0 billion at year-ended 2004. Approximately 75%
of the portfolio is investment grade based on the Company�s rating system and 13% of the portfolio matures within one year.

(In billions)

Lending Division

12/31/06 12/31/05 12/31/04

Loans
Unfunded

Commitments
Total

Exposures
% Inv
Grade

% due
<1 Yr Loans

Unfunded
Commitments

Total
Exposures Loans

Unfunded
Commitments

Media $ 1.2 $ 2.0 $ 3.2 61% 6% $ 1.0 $ 2.1 $ 3.1 $ 0.9 $ 2.2
Cable 0.2 0.4 0.6 53 �  0.4 0.5 0.9 0.6 0.4
Telecom �  0.3 0.3 90 �  0.1 0.4 0.5 0.1 0.5

Subtotal 1.4 2.7 4.1 63 4 1.5 3.0 4.5 1.6 3.1

Energy 0.6 5.0 5.6 83 10 0.4 4.9 5.3 0.4 4.4
Retailing 0.1 2.3 2.4 81 19 0.1 2.1 2.2 0.1 2.1
Automotive(1) 0.1 1.0 1.1 57 36 0.1 1.2 1.3 0.1 1.7
Healthcare 0.5 1.8 2.3 79 10 0.3 1.7 2.0 0.3 1.5
Other(2) 1.4 7.0 8.4 75 15 1.3 6.7 8.0 1.1 6.6

Total $ 4.1 $ 19.8 $ 23.9 75% 13% $ 3.7 $ 19.6 $ 23.3 $ 3.6 $ 19.4

(1) In 2005, the Company reduced its automotive exposure, eliminated the Automotive division, and transferred the remaining customers to the other geographic
lending divisions. The amounts in the table were reconstructed for comparison to prior years.

(2) Diversified portfolio of industries and geographies
Automotive Industry Exposures

The Company continues to seek to selectively reduce automotive exposures given ongoing weakness in the domestic automotive industry. Total
exposure was $1.1 billion at December 31, 2006, down $180 million from December 31, 2005. At December 31, 2006, this broadly defined
industry portfolio consisted of exposures of $180 million to Big Three automotive manufacturing companies, $166 million to finance
subsidiaries, $378 million to highly rated asset-backed securitizations vehicles, $256 million to suppliers, and $141 million of other.

Consumer

The Company�s consumer loan exposure is primarily comprised of loans to private bank clients, employee loans, and purchased mortgage loans.
The Company has been purchasing mortgage loans as an alternative to investing in mortgage-backed securities.
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Lease Financings

The Company utilizes the leasing portfolio as part of its tax cash flow management strategy. This portfolio generates attractive after-tax
risk-adjusted returns. Counterparties in the leasing transactions are generally highly rated. The leasing portfolio consisted of non-airline
exposures of $5.3 billion and $293 million of airline exposures at December 31, 2006.

The non-airline portion of the leasing portfolio consists of exposures backed by well-diversified assets, primarily large-ticket transportation
equipment. The largest component is rail, consisting of both passenger and freight trains. Assets are both domestic and foreign-based, with
primary concentrations in the United States and European countries. Excluding airline leasing, counterparty rating equivalents at December 31,
2006, are as follows: 43% of the counterparties are AA or better, 33% are single A, 17% are BBB, and only 7% are non-investment grade.

The Company�s exposure to the airline industry at December 31, 2006, consisted of a $293 million leasing portfolio, including a $17 million real
estate lease exposure. Compared to 2005, the leasing portfolio was down by $44 million. In 2006, the airline leasing portfolio consisted of
exposures of $90 million to major U.S. carriers, $140 million to foreign airlines, and $63 million to U.S. regionals. In 2006, the airline industry
continued to face difficult operating conditions driven by persistently high fuel prices and the limited ability to implement meaningful fare
increases. The industry�s excess capacity and higher oil prices continued to have a dampening effect on aircraft values in the secondary market.
Because of these factors, the Company continues to maintain a sizable allowance for loan losses against these exposures and to closely monitor
the portfolio. In 2006, the Company sold $38 million of leasing exposure to a domestic airline, resulting in a charge-off of $23 million. In 2005,
the Company charged off $140 million of a $153 million exposure to two bankrupt domestic airlines.

Commercial Real Estate

The Company�s commercial real estate loan portfolio was approximately $2.8 billion of exposure at December 31, 2006. Over 60% of the
portfolio is secured by mortgages on properties predominantly located in the Tri-State region. The secured portfolio is diverse by project type
with approximately 47% secured by residential buildings, approximately 29% secured by office buildings, 6% secured by retail properties, and
18% by other categories. Approximately 85% of the unsecured portfolio is allocated to investment grade real estate investment trusts (REITs)
under revolving credit agreements.

The Company avoids speculative development loans and concentrates its activities largely within the New York Metropolitan area. Real estate
credit facilities are focused on experienced owners and are structured with moderate leverage based on existing cash flows.

International Loans

The Company is active in the international markets, particularly in areas associated with securities servicing and trade finance. Excluding lease
financings, these activities result in outstanding international loans of $6.6 billion and $5.5 billion at December 31, 2006 and 2005, respectively.

At December 31, 2006, the Company�s emerging markets exposures consisted of $298 million in medium-term loans, $2,742 million in
short-term loans, primarily trade related, and a $241 million investment in Wing Hang. In addition, the Company has $117 million of Philippine
bonds whose principal payments are collateralized by U.S. Treasury zero coupon obligations and whose interest payments are partially
collateralized. Emerging market countries where the Company has exposure include Argentina, Brazil, Bulgaria, Chile, China, Colombia, Costa
Rica, Czech Republic, Dominican Republic, Egypt, Honduras, Hungary, India, Indonesia, Israel, Jamaica, Jordan, Korea, Malaysia, Mexico,
Morocco, Mozambique, Panama, Peru, Philippines, Poland, Russia, South Africa, Taiwan, Thailand, Turkey, Uruguay, Venezuela, Vietnam, and
Yemen.

Further details of the Company�s outstanding international loans are included under �Loans�.
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Counterparty Risk Ratings Profile

The table below summarizes the risk ratings of the Company�s foreign exchange and interest rate derivative counterparty credit exposure for the
past year.

For the Quarter Ended
Rating(1) 12/31/06 9/30/06 6/30/06 3/31/06 12/31/05
AAA to AA- 76% 77% 77% 77% 74%
A+ to A- 12 10 10 8 13
BBB+ to BBB- 6 7 6 9 9
Noninvestment Grade 6 6 7 6 4

Total 100% 100% 100% 100% 100%

(1) Represents credit rating agency equivalent of internal credit ratings.
For derivative counterparty credit exposure, see �Commitments and Contingent Liabilities� in the Notes to the Consolidated Financial Statements.

Nonperforming Assets

Nonperforming assets decreased by $1 million to $38 million at December 31, 2006. The low-level of nonperforming assets at year-end 2006
and 2005 is primarily attributable to actions the Company has taken to reduce risk in the loan portfolio as well as continued strength in the
economy. See �Loans� in the Notes to the Consolidated Financial Statements.

Activity in Nonperforming Assets

Year Ended December 31,
(In millions)     2006        2005    
Balance at Beginning of Year $ 39 $ 151
Additions 41 29
Charge-offs (2) (4)
Paydowns/Sales (37) (137)
Other (3) �  

Balance at End of Year $ 38 $ 39

The following table shows the distribution of nonperforming assets at the end of each of the last five years:

(Dollars in millions) 2006 2005 2004 2003 2002
Category of Loans:
Domestic:
Commercial $ 28 $ 12 $ 121 $ 207 $ 306
Other �  1 1 9 17
Foreign 9 13 28 80 84

Total Nonperforming Loans 37 26 150 296 407
Other Assets Owned 1 13 1 �  1
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Total Nonperforming Assets $ 38 $ 39 $ 151 $ 296 $ 408

Nonperforming Asset Ratio 0.1% 0.1% 0.7% 1.3% 1.7%
Allowance for Loan Losses/Nonperforming Loans 775.7 1,253.8 327.3 188.5 130.2
Allowance for Loan Losses/Nonperforming Assets 755.3 835.9 325.2 188.5 129.9
Total Allowance for Credit Losses/Nonperforming Loans 1,181.1 1,807.7 418.0 230.7 170.0
Total Allowance for Credit Losses/Nonperforming Assets 1,150.0 1,205.1 415.2 230.7 169.6
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Significant nonperforming assets at December 31, 2006 include $19 million to a global supplier of mobile electronics and transportation
systems, $6 million to an automotive supplier, $6 million of international exposures and $3 million of emerging markets exposure.

The following table shows loans past due 90 days or more and still accruing interest for the last five years:

(In millions) 2006 2005 2004 2003 2002
Domestic:
Consumer $ 9 $ 2 $ 7 $ 9 $ 9
Commercial 7 7 1 2 8

16 9 8 11 17

Foreign:
Banks �  �  �  �  5

$ 16 $ 9 $ 8 $ 11 $ 22
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Activity in Allowance for Credit Losses

The following table details changes in the Company�s allowance for credit losses for the last five years.

(Dollars in millions) 2006 2005 2004 2003 2002
Loans Outstanding, December 31, $ 37,793 $ 32,927 $ 28,375 $ 28,414 $ 24,743
Average Loans Outstanding 33,612 32,069 30,627 28,678 27,588

Allowance for Credit Losses
Balance, January 1,
Domestic $ 363 $ 481 $ 500 $ 514 $ 359
Foreign 11 27 70 79 43
Unallocated 96 119 113 99 65

Total, January 1, 470 627 683 692 467

Charge-Offs:
Commercial (27) (144) (24) (118) (396)
Foreign (2) (10) (28) (26) (23)
Other �  �  (5) (7) �  

Total Charge-offs (29) (154) (57) (151) (419)

Recoveries:
Commercial 7 1 2 9 8
Foreign 7 3 3 1 2
Other 2 �  �  �  �  

Total Recoveries 16 4 5 10 10

Net Charge-Offs (13) (150) (52) (141) (409)

Provision (20) (7) (4) 132 634
Balance, December 31,
Domestic 328 363 481 500 514
Foreign 7 11 27 70 79
Unallocated 102 96 119 113 99

Total, December 31, $ 437 $ 470 $ 627 $ 683 $ 692

Allowance for Loan Losses $ 287 $ 326 $ 491 $ 558 $ 530
Allowance for Lending-Related Commitments 150 144 136 125 162

Ratios
Net Charge-Offs to Average Loans Outstanding 0.04% 0.47% 0.17% 0.49% 1.48%

Net Charge-Offs to Total Allowance for Credit Losses 2.97 31.91 8.29 20.64 59.10

Total Allowance for Credit Losses to
Year-End Loans Outstanding 1.16 1.43 2.21 2.40 2.80

Allowance for Loan Losses to
Year-End Loans Outstanding 0.76 0.99 1.73 1.96 2.14
Net charge-offs were $13 million in 2006, $150 million in 2005, and $52 million in 2004. Net charge-offs in 2006 included $23 million related
to the sale of an airline exposure. Net charge-offs in 2005 included $140 million related to two bankrupt airline customers.
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The provision for credit losses was a credit of $20 million in 2006, compared with a credit of $7 million in 2005 and a credit of $4 million in
2004. The increase in the credit to the provision in 2006 and 2005 primarily reflects continued strong asset quality.
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The total allowance for credit losses was $437 million and $470 million at year-end 2006 and 2005, respectively. The ratio of the total allowance
for credit losses to year-end non-margin loans was 1.34% and 1.75% at December 31, 2006 and 2005. The ratio of the allowance for loan losses
to year-end non-margin loans was 0.88% and 1.21% at December 31, 2006 and 2005. The decline in these ratios reflects the continued strong
credit quality of the Company�s loan portfolio.

The Company had $5.167 billion and $6.089 billion of secured margin loans on its balance sheet at December 31, 2006 and 2005. The Company
has rarely suffered a loss on these types of loans and does not allocate any of its allowance for credit losses to these loans. The Company
believes that the ratio of allowance for credit losses to non-margin loans is a more appropriate metric to measure the adequacy of the reserve.

The Company�s total allowance for credit losses at year-end 2006 equated to approximately 5.5 times the average charge-offs and 6.1 times the
average net charge-offs for the last three years. Because historical charge-offs are not necessarily indicative of future charge-off levels, the
Company also gives consideration to other risk indicators when determining the appropriate allowance level.

The allowance for loan losses and the allowance for lending-related commitments consist of four elements: (1) an allowance for impaired credits
(nonaccrual commercial credits over $1 million); (2) an allowance for higher risk rated credits; (3) an allowance for pass rated credits; and (4) an
unallocated allowance based on general economic conditions and risk factors in the Company�s individual markets.

The first element, impaired credits, is based on individual analysis of all nonperforming commercial credits over $1 million. The allowance is
measured by the difference between the recorded value of impaired loans and their fair value. Fair value is either the present value of the
expected future cash flows from the borrower, the market value of the loan, or the fair value of the collateral.

The second element, higher risk rated credits, is based on the assignment of loss factors for each specific risk category of higher risk credits. The
Company rates each credit in its portfolio that exceeds $1 million and assigns the credits to specific risk pools. A potential loss factor is assigned
to each pool, and an amount is included in the allowance equal to the product of the amount of the loan in the pool and the risk factor. Reviews
of higher risk rated loans are conducted quarterly and the loan�s rating is updated as necessary. The Company prepares a loss migration analysis
and compares its actual loss experience to the loss factors on an annual basis to attempt to ensure the accuracy of the loss factors assigned to
each pool.

The third element, pass rated credits, is based on the Company�s expected loss model. Borrowers are assigned to pools based on their credit
ratings. The expected loss for each loan in a pool incorporates the borrower�s credit rating, loss given default rating and maturity. The credit
rating is dependent upon the borrower�s probability of default. The loss given default incorporates a recovery expectation. Borrower ratings are
reviewed at least annually and are periodically mapped to third party, including rating agency and default and recovery, data bases to ensure
ongoing consistency and validity. Commercial loans over $1 million are individually analyzed before being assigned a credit rating. The
Company also applies this technique to its leasing and consumer portfolios.

The fourth element, the unallocated allowance, is based on management�s judgment regarding the following factors:

� Economic conditions including duration of the current cycle;

� Past experience including recent loss experience;

� Credit quality trends;

� Collateral values;
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� Volume, composition, and growth of the loan portfolio;

� Specific credits and industry conditions;

� Results of bank regulatory and internal credit exams;

� Actions by the Federal Reserve Board;

� Delay in receipt of information to evaluate loans or confirm existing credit deterioration; and

� Geopolitical issues and their impact on the economy.
In 2006, the allowance for pass rated credits was flat reflecting continued improvement in credit quality and strength in the economy. The
decline in the allowance for impaired credits was due to improvements in asset quality as the Company has only four impaired credits. The
major portion of the overall decline in reserve for higher risk credits reflects the sale of an airline exposure. The amount of unallocated
allowance was relatively flat in absolute dollars reflecting the continued relatively benign credit environment but increased as a percentage of the
total allowance as the total allowance declined.

Based on an evaluation of these four elements, including individual credits, historical credit losses, and global economic factors, the Company
has allocated its allowance for credit losses on a continuing operations basis as follows:

    2006        2005        2004        2003        2002    
Domestic:
Real Estate 2% 1% 1% 1% 2%
Commercial 67 72 73 73 73
Consumer 6 4 2 �  �  
Foreign 2 3 5 10 11
Unallocated 23 20 19 16 14

100% 100% 100% 100% 100%

Such an allocation is inherently judgmental, and the entire allowance for credit losses is available to absorb credit losses regardless of the nature
of the loss.

The following table shows the maturity structure of the Company�s commercial loan portfolio at December 31, 2006.

(In millions)

Within

1 Year

Between

1 and 5 Years
After

5 Years Total
Domestic:
Real Estate, Excluding Loans Collateralized by 1-4 Family Residential Properties $ 164 $ 473 $ 69 $ 706
Commercial and Industrial Loans 1,078 3,106 630 4,814
Loans for Purchasing or Carrying Securities 6,934 163 17 7,114
Margin Loans 5,167 �  �  5,167
Other, Excluding Loans to Individuals and Those Collateralized by 1-4 Family
Residential Properties 2,999 647 184 3,830
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16,342 4,389 900 21,631
Foreign 5,675 893 15 6,583

Total $ 22,017 $ 5,282 $ 915 $ 28,214

Loans with:
Predetermined Interest Rates $ 11,323 $ 129 $ 22 $ 11,474
Floating Interest Rates 10,694 5,153 893 16,740

Total $ 22,017 $ 5,282 $ 915 $ 28,214
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Deposits

Total deposits were $62.1 billion at year-end 2006, compared with $49.8 billion in 2005 and $43.1 billion in 2004. The increase was primarily
due to growth in the securities servicing business and the Acquired Corporate Trust Business. Noninterest-bearing deposits were $19.5 billion at
December 31, 2006, compared with $12.7 billion in 2005 and $11.7 billion in 2004. Interest-bearing deposits were $42.6 billion in 2006,
compared with $37.1 billion in 2005 and $31.4 billion in 2004.

The aggregate amount of deposits by foreign customers in domestic offices was $6.3 billion, $5.6 billion, and $5.2 billion at December 31, 2006,
2005, and 2004, respectively.

The following table shows the maturity breakdown of domestic time deposits of $100,000 or more at December 31, 2006.

(In millions)
Certificates
of Deposits

Other Time
Deposits Total

3 Months or Less $ 718 $ 16,471 $ 17,189
Between 3 and 6 Months 206 �  206
Between 6 and 12 Months 978 �  978
Over 12 Months 1,475 �  1,475

Total $ 3,377 $ 16,471 $ 19,848

Other Borrowings

The Company funds itself mainly through deposits and other borrowings, which are comprised of federal funds purchased and securities sold
under repurchase agreement, payables to customers and broker-dealers, other borrowed funds, and long-term debt. Federal funds purchased and
securities sold under repurchase agreements were $790 million in 2006, compared with $834 million in 2005 and $1,205 million in 2004.
Payables to customers and broker-dealers were $7,266 million in 2006, $8,623 million in 2005 and $8,664 million in 2004. Other borrowed
funds were $1,625 million in 2006, compared with $904 million in 2005 and $533 million in 2004. Other borrowed funds consist primarily of
commercial paper, extended federal funds purchased, and amounts owed to the U.S. Treasury. See �Capital Resources� for a discussion of
long-term debt.

Information related to federal funds purchased and securities sold under repurchase agreements in 2006, 2005, and 2004 is presented in the table
below.

2006 2005 2004

(Dollars in millions) Amount
Average

Rate Amount
Average

Rate Amount
Average

Rate
Federal Funds Purchased and Securities Sold Under Repurchase
Agreements
At December 31 $ 790 4.18% $ 834 3.04% $ 1,205 0.91%
Average During Year 2,237 4.65 1,284 2.73 1,551 0.99
Maximum Month-End Balance During Year 2,079 4.47 3,349 4.19 4,173 0.92
Information related to other borrowed funds in 2006, 2005, and 2004 is presented in the table below.

2006 2005 2004

(Dollars in millions) Amount
Average

Rate Amount
Average

Rate Amount
Average

Rate
Other Borrowed Funds
At December 31 $ 1,625 3.39% $ 904 3.44% $ 533 2.13%
Average During Year 2,091 4.77 1,865 3.10 2,675 1.93
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LIQUIDITY

The Company maintains its liquidity through the management of its assets and liabilities, utilizing worldwide financial markets. The
diversification of liabilities reflects the Company�s efforts to maintain flexibility of funding sources under changing market conditions. Stable
core deposits from the Company�s securities servicing businesses and private banking and asset management businesses are generated through
the Company�s diversified network and managed with the use of trend studies and deposit pricing. The use of derivative products such as interest
rate swaps and financial futures enhances liquidity by enabling the Company to issue long-term liabilities with limited exposure to interest rate
risk. Liquidity also results from the maintenance of a portfolio of assets which can be easily sold and the monitoring of unfunded loan
commitments, thereby reducing unanticipated funding requirements. Liquidity is managed on both a consolidated basis and at The Bank of New
York Company, Inc. parent company (�Parent�).

On a continuing operations basis, non-core sources of funds such as money market rate accounts, certificates of deposit greater than $100,000,
federal funds purchased and other borrowings were $13.9 billion and $12.6 billion on an average basis in 2006 and 2005, respectively. Average
foreign deposits, primarily from the Company�s European-based securities servicing business, were $32.6 billion compared with $26.6 billion in
2005. The increase in foreign deposits reflects growth in the Company�s corporate trust and custody businesses. Domestic savings and other time
deposits were $1.0 billion on an average basis, flat compared to 2005. Average payables to customers and broker-dealers declined to $4.9 billion
from $6.0 billion in 2005. The decline in payables to customers and broker-dealers reflects the loss of a significant customer at Pershing.
Long-term debt increased on average to $8.3 billion in 2006 from $7.3 billion in 2005 partially to fund growth in assets. Noninterest-bearing
deposits increased to $11.6 billion from $10.1 billion in 2005 due to organic growth in securities servicing and the acquisition of the Acquired
Corporate Trust Business.

The Company has entered into several modest securitization transactions. See �Securitizations� in the Notes to the Consolidated Financial
Statements. These transactions have not had a significant impact on the Company�s liquidity or capital.

The Company�s transaction with JPMorgan Chase altered the composition of the balance sheet. When the Acquired Corporate Trust Business is
fully integrated in 2007, approximately $14 billion of U.S. dollar retail deposits will have been replaced with between $11 billion and $14 billion
of institutional corporate trust deposits. Between $7 billion and $10 billion of deposits related to the Acquired Corporate Trust Business have not
yet transitioned to the Company. These deposits will transition to the Company as regulatory approval is received to operate in certain foreign
locations and as the novation process proceeds in other foreign locations. The Company expects the transition will be substantially complete by
June 30, 2007. Until the transition is complete, JPMorgan Chase will pay the Company for the net economic value of these deposits. In the
fourth quarter of 2006, the Company recorded $23 million of net economic value payments in noninterest income. On the asset side of the
balance sheet, approximately $8 billion of retail and middle market loans sold to JPMorgan Chase have been replaced with liquid assets and
securities.

The Parent�s cash position was $908 million and $791 million at December 31, 2006 and 2005, respectively. The majority of these funds were
deposited with the Bank. The Company�s policy is to maintain sufficient cash for the Parent to be able to satisfy its obligations for one year
without the need to access the capital markets or take a dividend from the Bank.

The Parent has four major sources of liquidity: dividends from its subsidiaries, the commercial paper market, a revolving credit agreement with
third party financial institutions, and access to the capital markets.

In 2007, the Bank can pay dividends of approximately $791 million to the Parent without the need for regulatory waiver. This dividend capacity
will increase in the remainder of 2007 to the extent of the Bank�s net income less dividends. Nonbank subsidiaries of the Parent have liquid assets
of approximately $267 million. These assets could be liquidated and the proceeds delivered by dividend or loan to the Parent.
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Restrictions on the ability of the Company to obtain funds from its subsidiaries are discussed in more detail in the �Company Financial
Information� in the Notes to the Consolidated Financial Statements.

In 2006 and 2005, the Parent�s average commercial paper borrowings were $349 million and $248 million, respectively. Commercial paper
outstandings were $224 million and $85 million at December 31, 2006 and 2005, respectively. Net of commercial paper outstanding, the Parent�s
cash position at December 31, 2006 was down $22 million to $684 million compared with December 31, 2005.

On October 10, 2006, the Company entered into a new credit agreement of $250 million with 11 financial institutions. This line of credit matures
in October 2011.

The fee on this facility depends on the Company�s credit rating and is currently six basis points. The credit agreement requires the Company to
maintain: shareholders� equity of $5 billion; a ratio of Tier 1 capital plus the allowance for credit losses to nonperforming assets of at least 2.5; a
double leverage ratio less than 1.3; and all its banks adequately capitalized for regulatory purposes. There were no borrowings under the line of
credit at December 31, 2006.

The Company also has the ability to access the capital markets. Access to the capital markets is partially dependent on the Company�s credit
ratings, which as of January 31, 2007 were as follows:

Parent
Commercial

Paper

Parent
Subordinated

Long-Term Debt
Parent Senior

Long-Term Debt

The Bank of
New York

Long-Term
Deposits Outlook

Standard & Poor�s A-1 A A+ AA- Stable
Moody�s P-1 A1 Aa3 Aa2 Stable
Fitch F1+ A+ AA- AA Positive
Dominion Bond Rating Service R-1(middle) A(high) AA(low) AA Stable
The Parent�s major uses of funds are payment of dividends, principal and interest on its borrowings, acquisitions, and additional investment in its
subsidiaries.

The Parent has $700 million of long-term debt that becomes due in 2007. In addition, the Parent has the option to call $341 million of
subordinated debt in 2007, which it may call and refinance if market conditions are favorable. The Parent expects to refinance any debt it repays
by issuing a combination of senior and subordinated debt.

The Company has $800 million of preferred trust securities that are callable in 2007. These securities qualify as Tier 1 Capital. All of the
Company�s preferred trust securities are swapped to floating rate. The Company has not yet decided if it will call these securities. The decision to
call will be based on interest rates, the availability of cash and capital, and regulatory conditions. If the Company calls the preferred trust
securities, it expects to replace them with new preferred trust securities or senior or subordinated debt. See discussion of qualification of
preferred trust securities as capital in �Capital Resources.�

Double leverage is the ratio of investment in subsidiaries divided by the Company�s consolidated equity plus preferred trust securities. The
Company�s double leverage ratio at December 31, 2006, 2005, and 2004 was 102.86%, 103.91%, and 92.96%, respectively. The Company�s
target double leverage ratio is a maximum of 120%. The double leverage ratio is monitored by regulators and rating agencies and is an important
constraint on the Company�s ability to invest in its subsidiaries to expand its businesses.

Pershing LLC, an indirect subsidiary of the Company, has committed and uncommitted lines of credit in place for liquidity purposes. The
committed line of credit of $500 million with five financial institutions matures in March 2007. There were no borrowings against this line of
credit in 2006. Pershing LLC has three separate uncommitted lines of credit amounting to $1 billion in aggregate. In 2006, average daily
borrowing under these lines was $4 million in aggregate.
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Pershing Limited, an indirect U.K.-based subsidiary of the Company, has committed and uncommitted lines in place for liquidity purposes. The
committed line of credit of $275 million with four financial institutions matures in March 2007. In 2006, the average borrowing against this line
of credit was $43 million. Pershing Limited has three separate uncommitted lines of credit amounting to $300 million in aggregate. In 2006,
average daily borrowing under these lines was $105 million in aggregate.

The following comments relate to the information disclosed in the Consolidated Statements of Cash Flows.

The cash flows of the discontinued Retail Business are included with the cash flows of continuing operations in the individual line items of the
Statement of Cash Flows. The cash flows related to the sale transaction for the Retail Business are included in Dispositions, Net of Cash
Included. The cash flows related to the purchase transaction for the Acquired Corporate Trust Business are included in Acquisitions, Net of Cash
Acquired.

The Company does not expect these transactions to have a significant impact on its cash flows. Deposits cash flows of the Retail Business are
expected to be largely replaced by deposits cash flows of the Acquired Corporate Trust Business. Cash flows previously invested in retail and
middle market loans will now be reinvested in liquid assets and securities.

Earnings and other operating activities provided $3.3 billion in cash flows in 2006, compared with $1.1 billion used in 2005 and $3.4 billion
provided in 2004, respectively. The cash flows from operations in 2006 were principally the results of earnings, the gain on the sale of the Retail
Business, and changes in trading activities. The cash flows from operations in 2005 and 2004 were principally the result of earnings and changes
in trading activities.

In 2006, cash used for investing activities was $6.4 billion as compared to $7.6 billion used for investing activities in 2005 and $2.2 billion used
for investing activities in 2004. In 2006, 2005, and 2004, cash was used to increase the Company�s investment in highly-rated securities and
short-term liquid assets, which is part of an ongoing strategy to shift the Company�s asset mix from loans. Interest-bearing deposits were a use of
funds in 2006, 2005, and 2004. Federal funds sold and securities purchased under resale agreements were a use of funds in 2006 and 2004 and
were a source of funds in 2005.

In 2006, cash provided by financing activities was $2.5 billion as compared to $8.1 billion provided by financing activities in 2005 and $0.8
billion used for financing activities in 2004. In 2006, 2005 and 2004, sources of funds included deposits, issuance of long-term debt and
common stock. Payables to customers and broker-dealers were a significant use of funds in 2006 and 2004.

COMMITMENTS AND OBLIGATIONS

The Company has contractual obligations to make fixed and determinable payments to third parties as indicated in the table below. The table
excludes certain obligations such as trade payables and trading liabilities, where the obligation is short-term or subject to valuation based on
market factors.

Total

Payments Due by Period
(In millions)

Contractual Obligations

Less Than

1 Year
1-3

Years
3-5

Years

Over

5 Years
Deposits Without a Stated Maturity $ 6,665 $ 6,665 $ �  $ �  $ �  
Term Deposits 35,927 34,451 1,001 400 75
Federal Funds Purchased and Securities Sold Under Repurchase Agreements 790 790 �  �  �  
Payables to Customers and Broker-Dealers 7,266 7,266 �  �  �  
Other Borrowed Funds 1,625 1,625 �  �  �  
Long-Term Debt(1) 13,872 1,140 2,904 1,251 8,577
Operating Leases 1,367 141 265 234 727
Capital Leases 83 51 30 2 �  
Unfunded Pension and Post Retirement Benefits 201 21 44 49 87

Total Contractual Cash Obligations $ 67,796 $ 52,150 $ 4,244 $ 1,936 $ 9,466
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The Company has entered into fixed and determinable commitments as indicated in the table below:

Total
Amounts

Committed

Amount of Commitment

Expiration Per Period

(In millions)

Other Commercial Commitments

Less

Than

1 Year
1-3

Years
3-5

Years

Over

5 Years
Lending Commitments $ 37,364 $ 11,939 $ 2,072 $ 5,622 $ 17,731
Standby Letters of Credit 10,902 7,240 1,343 2,115 204
Commercial Letters of Credit 1,195 1,150 35 10 �  
Securities Lending Indemnifications 398,675 398,675 �  �  �  
Contingent Acquisitions Payments 158 30 98 30 �  
Investment Commitments(1) 228 32 10 62 124
Purchase Obligations 183 36 71 26 50

Total Commitments $ 448,705 $ 419,102 $ 3,629 $ 7,865 $ 18,109

(1) Includes venture capital, community reinvestment act, and other investment-related commitments. Commitments to venture capital limited
partnerships may extend beyond expiration period shown to cover certain follow-on investments, claims and liabilities, and organizational
and partnership expenses.

OFF-BALANCE SHEET ARRANGEMENTS

Off-balance sheet arrangements required by regulation to be discussed in this section are limited to guarantees, retained or contingent interests,
certain derivative instruments related to the Company�s common stock, and obligations arising out of unconsolidated variable interest entities.
For the Company, these items include certain credit guarantees and securitizations. Guarantees include lending-related guarantees issued as part
of the Company�s corporate banking business and securities lending indemnifications issued as part of the Company�s servicing and fiduciary
businesses.

The Company has issued guarantees as indicated in the table below:

(In millions)

Guarantees Notional

Typical Revenue
Based on Notional

(Basis Points)
Corporate Banking

Standby Letters of Credit $ 10,902 5 - 135
Commercial Letters of Credit 1,195 10 -   75
Securities Lending Indemnifications 398,675 4 -     6
The Company expects many of these guarantees to expire without the need to advance any cash. The revenue associated with guarantees
frequently depends on the credit rating of the obligor and the structure of the transaction including collateral, if any. Advances under securities
lending indemnifications would be secured by collateral.

The Company provides services to two qualifying special-purpose entities (�QSPEs�) as of December 31, 2006. All of the Company�s
securitizations are QSPEs as defined by SFAS No. 140, �Accounting for Transfers and Servicing of Financial Assets and Extinguishment of
Liabilities�, which by design are passive investment vehicles, and are therefore not consolidated by the Company. See �Securitizations� in the
Notes to the Consolidated Financial Statements.
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Shareholders� equity was $11,593 million at December 31, 2006, compared with $9,876 million at December 31, 2005, and $9,290 million at
December 31, 2004. During 2006, the Company retained $2,355 million
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of earnings primarily reflecting the gain on the sale of the Retail Business as well as operating earnings. The Company repurchased 25.0 million
shares during 2006 at a cost of $883 million. Accumulated other comprehensive income declined $183 million reflecting the change in pension
accounting partially offset by the increase in the fair value of securities available-for-sale.

Certain accounting charges in the first quarter of 2007 are expected to reduce the Company�s TCE ratio to a range between 4.40% and 4.90%.
The announced merger with Mellon will reduce the Company�s TCE ratio to approximately 4.2% at September 30, 2007. The Company expects
its TCE ratio to return to its target level of 5% in 2008.

In a non-taxable business combination, such as the Company�s planned merger with Mellon, deferred tax liabilities are recorded in relation to
identifiable intangible assets. The recording of this deferred tax liability results in an increase in goodwill equal to the amount of the liability.
Bank regulators and some rating agencies and analysts adjust equity upward for the amount of this deferred tax liability since it is a liability only
for accounting purposes and will never require a cash settlement. If this adjustment were made, the Company�s expected capital ratios at
September 30, 2007 would be over 100 basis points higher.

The TCE ratio varies depending on the size of the balance sheet at quarter-end and the impact of interest rates on unrealized gains and losses
among other factors. The balance sheet size fluctuates from quarter to quarter based on levels of customer and market activity. In general, when
servicing clients are more actively trading securities, deposit balances and the balance sheet as a whole, are higher to finance these activities. For
quarter-ends in 2007, the size of the balance sheet will also depend on the novation of deposits and the receipt of approval to open new
subsidiaries related to the Acquired Corporate Trust Business.

In 2006, the Company issued $326 million of callable medium-term subordinated notes bearing interest at rates from 5.50% to 6.40%. The notes
are due in 2021, 2022, 2031 and 2032, and are callable by the Company after three to five years. The notes qualify as Tier 2 capital.

In 2006, the Company also issued $650 million of senior debt. This was composed of an issuance of $400 million bearing interest at a floating
rate of 3-month LIBOR less 2.5 basis points in June 2006 and an issuance of $250 million bearing interest at 5.125% in October 2006.

On February 27, 2006, the Company entered into a lease transaction recorded as long-term debt of $527 million bearing interest at a fixed Euro
rate of 3.1% per annum and amortizing on a quarterly basis through 2031, unless terminated earlier.

During 2006, the Company did not call any debt and $525 million of debt matured.

As a result of the above in 2006, long-term debt increased to $8,773 million from $7,817 million.

The Company raised its common stock dividend to 22 cents per quarter in July 2006. In January 2007, the Company declared a quarterly
common stock dividend of 22 cents per share.

The Parent also has the ability to access the capital markets. On June 5, 2006, the Company filed a new S-3 automatic shelf registration
statement with the SEC covering its existing debt, preferred stock, trust preferred securities, and common stock.

In 2005, the Company retained $927 million of earnings. In 2005, the Company issued $500 million of noncallable subordinated notes and $285
million of callable medium-term subordinated notes qualifying as Tier 2 capital, as well as $1,000 million of senior debt. During 2005, the
Company called $94 million of higher rate debt and $110 million of debt matured. Long-term debt increased to $7,817 million reflecting the
transfer of Pershing from the Bank to the Parent.
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In 2004, the Company retained $832 million of earnings. In 2004, the Company issued $206 million of callable medium-term subordinated notes
qualifying as Tier 2 capital, as well as $305 million of senior debt. During 2004, the Company called $175 million of higher rate debt and $300
million of debt matured. Long-term debt was flat at $6,121 million.

Regulators establish certain levels of capital for bank holding companies and banks, including the Company and the Bank, in accordance with
established quantitative measurements. For the Parent to maintain its status as a financial holding company, the Bank must, among other things,
qualify as well capitalized. In addition, major bank holding companies such as the Parent are expected by the regulators to be well capitalized.
As of December 31, 2006 and 2005, the Company and the Bank were considered well capitalized on the basis of the ratios (defined by
regulation) of Total and Tier 1 capital to risk-weighted assets and leverage (Tier 1 capital to average assets), which are shown as follows:

December 31, 2006 December 31, 2005
Company
Targets

Well
Capitalized
Guidelines

Adequately
Capitalized
GuidelinesCompany Bank Company Bank

Tier 1(1) 8.19% 8.66% 8.38% 8.88% 7.75% 6% 4%
Total Capital(2) 12.49 11.50 12.48 11.84 11.75 10 8
Leverage 6.67 7.06 6.60 7.05 5 3-5
Tangible Common Equity (�TCE�) 5.13 6.10 5.57 6.61 5.00 N.A. N.A.

(1) Tier 1 capital consists, generally, of common equity, preferred trust securities (subject to limitations in 2009), and certain qualifying
preferred stock, less goodwill and most other intangibles.

(2) Total Capital consists of Tier 1 capital plus Tier 2 capital. Tier 2 capital consists, generally, of certain qualifying preferred stock and
subordinated debt and a portion of the loan loss allowance.

If a bank holding company or bank fails to qualify as �adequately capitalized�, regulatory sanctions and limitations are imposed.

At December 31, 2006, the amounts of capital by which the Company and the Bank exceed the well capitalized guidelines are as follows:

(In millions) Company Bank
Tier 1 Capital $ 1,696 $ 1,755
Total Capital 1,932 990
Leverage 1,589 1,669

The Company has $1,150 million of trust preferred securities outstanding. On March 1, 2005, the Board of Governors of the Federal Reserve
System (the �FRB�) adopted a final rule that allows the continued limited inclusion of trust preferred securities in the Tier 1 capital of bank
holding companies (BHCs). Under the final rule, the Company will be subject to a 15 percent limit in the amount of trust preferred securities that
can be included in Tier 1 capital, net of goodwill, less any deferred tax liability. Amounts in excess of these limits will continue to be included in
Tier 2 capital. The final rule provides a five-year transition period, ending March 31, 2009, for application of quantitative limits. Under the
transition rules, the Company expects all its trust preferred securities to continue to qualify as Tier 1 capital. Both the Company and the Bank are
expected to remain �well capitalized� under the final rule. At the end of the transition period, the Company expects all its current trust preferred
securities will continue to qualify as Tier 1 capital.

In 2006, the Company bought back 25.0 million shares of its common stock of which 12.1 million shares were related to the BNY ConvergEx
transaction. The Company has 8.1 million shares authorized for repurchase at December 31, 2006.

In 2007, the Company expects buyback activity will be limited to 1-2 million shares related to employee benefit plans.
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The following table presents the components of the Company�s risk-based capital at December 31, 2006 and 2005:

(In millions) 2006(1) 2005(1)

Shareholders� Equity $ 11,593 $ 9,876
Trust Preferred Securities 1,150 1,150
Adjustments:     Goodwill and Intangibles (6,622) (4,426)
                          Pensions 264 �  
                          Securities Valuation Allowance (13) 51
                          Merchant Banking Investments (22) (8)

Tier 1 Capital 6,350 6,643

Qualifying Subordinated Debt 2,903 2,690
Qualifying Allowance for Loan Losses 437 565

Tier 2 Capital 3,340 3,255

Total Risk-Based Capital $ 9,690 $ 9,898

(1) On a regulatory basis.
The following table presents the components of the Company�s total risk-adjusted assets at December 31, 2006 and 2005:

2006(1) 2005(1)

(In millions)

Balance
sheet/

notional
amount

Risk
adjusted
balance

Balance
sheet/

notional
amount

Risk
adjusted
balance

Assets
Cash, Due From Banks and Interest-Bearing Deposits in Banks $ 16,012 $ 3,179 $ 12,159 $ 2,121
Securities 21,106 5,385 27,326 6,555
Trading Assets 5,544 �  5,930 �  
Fed Funds Sold and Securities Purchased
Under Resale Agreements 5,114 801 2,425 169
Loans 37,793 30,224 40,726 33,748
Allowance for Loan Losses (287) �  (411) �  
Other Assets 18,088 10,755 13,919 10,455

Total Assets $ 103,370 50,344 $ 102,074 53,048

Off-Balance Sheet Exposures
Commitments to Extend Credit $ 37,448 $ 12,182 $ 37,005 $ 12,979
Securities Lending 398,675 1,073 310,970 222
Standby Letters of Credit and Other Guarantees 14,695 11,284 13,703 10,762
Interest Rate Contracts 766,653 1,457 695,874 1,271
Foreign Exchange Contracts 116,980 734 94,535 575

Total Off-Balance Sheet Exposures $ 1,334,451 26,730 $ 1,152,087 25,809

Market Risk Equivalent Assets 493 426
Allocated Transfer Risk Reserve �  (1)
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CAPITAL FRAMEWORK

The U.S. federal bank regulatory agencies� risk capital guidelines are based upon the 1988 Capital Accord of the Basel Committee on Banking
Supervision (the �Basel Committee�). The Basel Committee is a committee of central banks and bank supervisors of the major industrialized
countries that develop broad policy guidelines with respect to bank supervisory policies. The Basel Committee issued, in June 2004, and updated
in November 2005 a revised framework for capital adequacy commonly known as the New Accord (�New Accord�) or Basel II (�Basel II�) that
would set capital requirements for operational risk and refine the existing capital requirements for credit risk. Operational risk would be defined
as the risk of direct or indirect loss resulting from inadequate or failed internal processes, people and systems, or from external events. Capital
measurement for credit risk under the revised framework would differentiate capital levels based upon the risk characteristics of the underlying
exposures. The Basel Committee proposal outlines several alternatives for capital assessment of credit and operational risks. The Basel
Committee requires two years of impact analysis and parallel testing for banks adopting the advanced approaches under the New Accord, with
implementation extended until year-end 2007.

U.S. and International Implementation of Basel II

In the United States, U.S. regulators are mandating the adoption of the New Accord by banks, such as the Bank, which are considered
internationally active or critical to the U.S. payments system. The only approach available to these mandated banks under the New Accord is the
Advanced Internal Ratings Based (�AIRB�) approach for credit risk and the Advanced Measurement Approach (�AMA�) for operational risk.

In September 2006, the agencies issued a notice of proposed rulemaking setting forth a definitive proposal for implementing Basel II in the
United States that would apply only to internationally active banking organizations�defined as those with consolidated total assets of $250 billion
or more or consolidated on-balance sheet foreign exposures of $10 billion or more�but that other U.S. banking organizations could elect but
would not be required to apply. In December 2006, the agencies issued a notice of proposed rulemaking describing proposed amendments to
their existing risk-based capital guidelines to make them more risk-sensitive, generally following aspects of the standardized approach of Basel
II. These latter proposed amendments, often referred to as �Basel I-A�, would apply to banking organizations that are not internationally active
banking organizations subject to the AIRB approach for internationally active banking organizations and do not �opt in� to that approach. The
agencies previously had issued advance notices of proposed rulemaking on both proposals (in August 2003 regarding the AIRB approach of
Basel II for internationally active banking organizations and in October 2005 regarding Basel II).

The comment periods for both of the agencies� notices of proposed rulemakings expire on March 26, 2007. The agencies have indicated their
intent to have the AIRB provisions for internationally active U.S. banking organizations first become effective in March 2009 and that those
provisions and the Basel I-A provisions for others will be implemented on similar timeframes.

Both the terms and timing of U.S. implementation of Basel II are the subject of considerable debate among both the bank regulators and
Congress. Accordingly, it is not possible to predict the timing or ultimate terms of implementation of Basel II. In the U.S., the Company is
preparing to implement Basel II, AIRB and AMA approaches in 2008. The Company maintains an active dialogue with U.S. regulators to
facilitate a smooth transition during the Basel II qualification process.

Additionally, the Bank has been coordinating with international regulatory agencies responsible for supervising the implementation of Basel II at
foreign subsidiaries. Jurisdictions outside of the United States are implementing the New Accord, with a parallel run of Basel I and Basel II
capital calculations in 2007. The Bank plans to implement the Basel II Standardized Approach (not currently allowed in the U.S.) at all of its
overseas subsidiaries in 2008.
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Basel II Impact on the Company

The Company has participated in four quantitative impact studies with banking regulators to assess the impact of the New Accord. Based on the
results of the Fourth Quantitative Impact Study, the Company believes that the New Accord, as currently envisioned, like the current capital
requirements under Basel I, will not constrain its current business practices and will result in a reduction of risk-weighted assets, thereby
enhancing its regulatory capital ratios.

RISK MANAGEMENT

The major risks to which the Company is exposed are credit, market (primarily interest rate and foreign exchange) and operational risk. Risk
management and oversight begins with the Board of Directors and two key Board committees: the Audit and Examining Committee and the
Risk Committee.

The Risk Committee meets on a regular basis to review the Company�s risks, policies, and risk management activities. The delegation of policy
formulation and day-to-day oversight is to the Company�s Chief Risk Policy Officer, who, together with the Chief Auditor and Chief Compliance
Officer helps ensure an effective risk management structure.

The Audit & Examining Committee of the Board of Directors (the �A&E Committee�) is comprised of independent directors, all of whom have
been determined by the Board to have financial expertise, as defined under SEC regulations. The A&E Committee meets on a regular basis to
perform, among other things, an oversight review of the integrity of the Company�s financial statements and financial reporting process,
compliance with legal and regulatory requirements, the independent public accountant�s qualifications and independence, and the performance of
the independent public accountant and the Company�s internal audit function. The A&E Committee also reviews management�s assessment of the
adequacy of internal controls. The functions of the A&E Committee are described in more detail in its charter, a copy of which is available on
the Company�s website, www.bankofny.com.

The Company�s risk management framework is designed to:

� Provide that risks are identified, monitored, reported, and priced properly;

� Define and communicate the types and amount of risks to take;

� Communicate to the appropriate level within the Company the type and amount of risk taken;

� Maintain a risk management organization that is independent of the risk taking activities; and

� Promote a strong risk management culture that encourages a focus on risk-adjusted performance.
Credit Risk Management

Credit risk is the possible loss the Company would suffer if any of its borrowers or other counterparties were to default on their obligations to
the Company. Credit risk arises primarily from lending, trading, and securities servicing activities. To balance the value of its activities with the
credit risk incurred in pursuing them, the Company sets and monitors internal credit limits for activities that entail credit risk, most often on the
size of the exposure and the maximum maturity of credit extended. For credit exposures, driven by changing market rates and prices, exposure
measures include an add-on for such potential changes.

The Company manages credit risk at both the individual exposure level as well as at the portfolio level. Credit risk at the individual exposure
level is managed through the Company�s credit approval system of Divisional Portfolio Managers (DPMs) and Senior Credit Officers (SCOs).
The DPMs and SCOs are responsible for approving the size, terms and maturity of all credit exposures as well as the ongoing monitoring of the
exposures. In addition, they are responsible for assigning and maintaining the risk ratings on each exposure. The Credit Risk Review area
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Credit risk at the portfolio level is managed by the Portfolio Management Division (PMD). The PMD is responsible for calculating two
fundamental credit measures. First, the Company projects a statistically expected credit loss, used to help determine the appropriate loan loss
reserve and to measure customer profitability. Expected loss considers three basic components: the estimated size of the exposure whenever
default might occur, the probability of default before maturity, and the severity of the loss the Company would incur, commonly called �loss
given default.� For corporate banking, where most of the Company�s credit risk is created, unfunded commitments are assigned a usage given
default percentage. Borrowers/Counterparties are assigned ratings by DPMs and SCOs on an 18-grade scale, which translates to a scaled
probability of default. Additionally, transactions are assigned loss-given-default ratings (on a 12-grade scale) that reflect the transactions�
structure including the effects of guarantees, collateral, and relative seniority of position.

The second fundamental measurement of credit risk calculated by the PMD is called economic capital. The Company�s economic capital model
estimates the capital required to support the overall credit risk portfolio. Using a Monte Carlo simulation engine and measures of correlation
among borrower defaults, the economic model examines extreme and highly unlikely scenarios of portfolio credit loss in order to estimate credit
related capital, and then allocates that capital to individual borrowers and exposures. Credit related capital calculation supports a second tier of
policy standards and limits by serving as an input to both profitability analysis and concentration limits of capital at risk with any one borrower,
country or industry.

The PMD is responsible for the calculation methodologies and the estimates of the inputs used in those methodologies for the determination of
expected loss and economic capital. These methodologies and input estimates are regularly evaluated to insure their appropriateness and
accuracy. As new techniques and data become available, the PMD attempts to incorporate, where appropriate, those techniques or data.

Credit risk is intrinsic to much of the banking business and necessary to its smooth functioning. However, the Company seeks to limit both on
and off-balance sheet credit risk through prudent underwriting and the use of capital only where risk-adjusted returns warrant. The Company
seeks to manage risk and improve its portfolio diversification through syndications, asset sales, credit enhancements, credit derivatives, and
active collateralization and netting agreements. In addition, the Company has a separate Credit Risk Review group, which is part of Internal
Audit, made up of experienced loan review officers who perform timely reviews of the loan files and credit ratings assigned to the loans.

Market Risk Management

Market risk is the risk of loss due to adverse changes in the financial markets. Market risk arises from derivative financial instruments, such as
futures, forwards, swaps and options, and other financial instruments, including loans, securities, deposits, and other borrowings. The Company�s
market risks are primarily interest rate and foreign exchange risk and, to a lesser extent, equity and credit risk. See also the risks discussed under
�Forward Looking Statements and Risk Factors�.

The Company�s market risk governance structure includes two committees comprised of senior executives who review market risk activities, risk
measurement methodologies, and risk limits; approve new products; and provide direction for the Company�s market risk profile. The
Asset/Liability Management Committee oversees the market risk management process for interest rate risk related to asset/liability management
activities. The Market Risk Committee oversees the market risk management process for trading activities, including foreign exchange risk.
Both committees are supported by a comprehensive risk management process that is designed to help identify, measure, and manage market risk,
as discussed under �Trading Activities and Risk Management� and �Asset/Liability Management� below and in �Fair Value of Financial Instruments�
in the Notes to the Consolidated Financial Statements.
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Trading Activities and Risk Management

The Company�s trading activities are focused on acting as a market maker for the Company�s customers. The risk from these market making
activities and from the Company�s own positions is managed by the Company�s traders and limited in total exposure as described below.

The Company manages trading risk through a system of position limits, a value at risk (VAR) methodology based on a Monte Carlo simulation,
stop loss advisory triggers, and other market sensitivity measures. Risk is monitored and reported to senior management by a separate unit on a
daily basis. Based on certain assumptions, the VAR methodology is designed to capture the potential overnight pre-tax dollar loss from adverse
changes in fair values of all trading positions. The calculation assumes a one-day holding period for most instruments, utilizes a 99% confidence
level, and incorporates the non-linear characteristics of options. The VAR model is used to calculate economic capital which is allocated to the
business units for computing risk-adjusted performance.

As VAR methodology does not evaluate risk attributable to extraordinary financial, economic or other occurrences, the risk assessment process
includes a number of stress scenarios based upon the risk factors in the portfolio and management�s assessment of market conditions. Additional
stress scenarios based upon historic market events are also tested. Stress tests by their design incorporate the impact of reduced liquidity and the
breakdown of observed correlations. The results of these stress tests are reviewed weekly with senior management.

The following table indicates the calculated VAR amounts for the trading portfolio for the years ended December 31, 2006 and 2005.

(In millions)

Market Risk

2006 2005

Average Minimum Maximum 12/31/06 Average Minimum Maximum 12/31/05
Interest Rate $ 2.9 $ 1.8 $ 7.6 $ 3.1 $ 2.7 $ 1.8 $ 4.6 $ 2.8
Foreign Exchange 1.1 0.6 2.6 1.3 1.5 0.4 4.1 0.9
Equity 1.1 0.5 3.7 1.0 0.6 0.3 1.1 0.8
Credit Derivatives 0.9 0.6 2.2 0.8 1.4 0.7 2.1 0.9
Diversification (1.6) NM NM (2.1) (1.2) NM NM (1.1)
Overall Portfolio 4.4 3.0 6.8 4.1 5.0 3.1 9.1 4.3

NM� Because the minimum and maximum may occur on different days for different risk components, it is not meaningful to compute a
portfolio diversification effect.

During the year 2006, interest rate risk generated 44% of average VAR, credit derivatives generated 18% of average VAR, foreign exchange
accounted for 18% of average VAR, and equity generated 20% of average VAR. During 2006, the Company�s daily trading loss did not exceed
the Company�s calculated VAR amount on any given day.

Asset/Liability Management

The Company�s asset/liability management activities include lending, investing in securities, accepting deposits, raising money as needed to fund
assets, and servicing and other transactions. The market risks that arise from these activities are interest rate risk and, to a lesser degree, foreign
exchange risk. The Company�s primary market risk is exposure to movements in U.S. dollar interest rates. Exposure to movements in foreign
currency interest rates also exists but to a significantly lower degree. The Company actively manages interest rate sensitivity. In addition to gap
analysis, the Company uses earnings simulation and discounted cash flow models to identify interest rate exposures.
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An earnings simulation model is the primary tool used to assess changes in pre-tax net interest income. The model incorporates management�s
assumptions regarding interest rates, balance changes on core deposits, changes in the prepayment behavior of loans and securities, and the
impact of derivative financial instruments used for interest rate risk management purposes. These assumptions have been developed through a
combination of historical analysis and future expected pricing behavior. These assumptions are inherently uncertain, and, as a result, the
earnings simulation model cannot precisely estimate net interest income or the impact of higher or lower interest rates on net interest income.
Actual results may differ from projected results due to timing, magnitude and frequency of interest rate changes and changes in market
conditions and management�s strategies, among other factors.

The Company evaluates the effect on earnings by running various interest rate ramp scenarios up and down from a baseline scenario, which
assumes no changes in interest rates. These scenarios are reviewed to examine the impact of large interest rate movements. Interest rate
sensitivity is quantified by calculating the change in pre-tax net interest income between the scenarios over a 12-month measurement period. The
measurement of interest rate sensitivity is the percentage change in net interest income as shown in the following table:

Estimated Changes in
Net Interest Income

Pro Forma
December 31, 2006

(In millions) %
+200 basis point Ramp vs. Stable Rate $ 4 0.2%
+100 basis point Ramp vs. Stable Rate 17 0.9
-100 basis point Ramp vs. Stable Rate (13) (0.7)
-200 basis point Ramp vs. Stable Rate (35) (1.9)

The pro forma data in the above table reflects the swap with JPMorgan Chase as if the transaction was fully integrated into the Company on
December 31, 2006. The Company�s swap with JPMorgan Chase would have resulted in a more liability-sensitive balance sheet because
corporate trust liabilities reprice more quickly than retail deposits. However, among other actions, the Company restructured its investment
portfolio to readjust its interest rate sensitivity.

The above results do not reflect strategies that management could employ to limit the impact as interest rate expectations change.

The baseline scenario�s Fed Funds rate in the December 31, 2006 analysis was 5.25%. The 100 basis point ramp scenario assumes short-term
rates change 25 basis points in each of the next four quarters, while the 200 ramp scenario assumes a 50 basis point per quarter change. The
+100 basis point December 31, 2006 scenario assumes a steepening of the yield curve with 10-year rates rising 174 basis points. The +200 basis
point December 31, 2006 scenario assumes a steepening of the yield curve with 10-year rates rising 229 basis points.

The above table relies on certain critical assumptions including depositors� behavior related to interest rate fluctuations and the prepayment and
extension risk in certain of the Company�s assets. To the extent that actual behavior is different from that assumed in the models, there could be a
change in interest rate sensitivity.
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The Company also projects future cash flows from its assets and liabilities over a long-term horizon and then discounts these cash flows using
the same assumptions noted above. The aggregation of these discounted cash flows is the Economic Value of Equity (�EVE�). The following table
shows how the EVE would change in response to changes in interest rates:

Rate Change

Estimated Change in
EVE Pro Forma

December 31, 2006
(In millions)

+200 basis point Ramp vs. Stable Rate $ (57)
+100 basis point Ramp vs. Stable Rate 148
-100 basis point Ramp vs. Stable Rate (42)
-200 basis point Ramp vs. Stable Rate (241)

The pro forma data in the above table reflects the swap with JPMorgan Chase as if the transaction was fully integrated into the Company on
December 31, 2006. The above results do not reflect strategies that management could employ to limit the impact as interest rate expectations
change.

The asymmetrical accounting treatment of the impact of a change in interest rates on the Company�s balance sheet may create a situation in
which an increase in interest rates can adversely affect reported equity and regulatory capital, even though economically there may be no impact
on the economic capital position of the Company. For example, an increase in rates will result in a decline in the value of the Company�s fixed
income investment portfolio, which will be reflected through a reduction in other comprehensive income in the Company�s shareholders� equity,
thereby affecting the TCE ratio. Under current accounting rules, there is no corresponding change on the Company�s fixed liabilities, even though
economically these liabilities are more valuable as rates rise.

The Company projects the impact of this change using the same interest rate ramp up assumptions described earlier and comparing the projected
mark-to-market on the investment securities portfolio at December 31, 2006, under the higher rate environments versus a stable rate scenario.
The table below shows the impact of a change in interest rates on the TCE ratio:

Rate Change

Estimated Change in
TCE ratio

December 31, 2006
(In basis points)

+200 basis point Ramp vs. Stable Rate (35)
+100 basis point Ramp vs. Stable Rate (16)
-100 basis point Ramp vs. Stable Rate 9
-200 basis point Ramp vs. Stable Rate 14

These results do not reflect strategies that management could employ to limit the impact as interest rate expectations change.

To manage foreign exchange risk, the Company funds foreign currency-denominated assets with liability instruments denominated in the same
currency. The Company utilizes various foreign exchange contracts if a liability denominated in the same currency is not available or desired,
and to minimize the earnings impact of translation gains or losses created by investments in overseas markets. The foreign exchange risk related
to the interest rate spread on foreign currency-denominated asset/liability positions is managed as part of the Company�s trading activities. The
Company uses forward foreign exchange contracts to protect the value of its net investment in foreign operations. At December 31, 2006, net
investments in foreign operations totaled approximately $1,871 million and were spread across 12 foreign currencies.
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Operational Risk

Overview

Operational risk is the risk of loss resulting from inadequate or failed internal processes, human factors and systems, or from external events.

In providing a comprehensive array of products and services, the Company is exposed to operational risk. Operational risk may result from, but
is not limited to, errors related to transaction processing, breaches of the internal control system and compliance requirements, fraud by
employees or persons outside the corporation or business interruption due to system failures or other events. Operational risk also includes
potential legal or regulatory actions that could arise as a result of noncompliance with applicable laws and/or regulatory requirements. In the
case of an operational event, the Company could suffer a financial loss as well as damage to its reputation.

To address these risks, the Company maintains comprehensive policies and procedures and an internal control framework designed to provide a
sound operational environment. These controls have been designed to manage operational risk at appropriate levels given the Company�s
financial strength, the business environment and markets in which it operates, the nature of its businesses, and considering factors such as
competition and regulation. The Company�s internal auditors monitor and test the overall effectiveness of the internal control and financial
reporting systems on an ongoing basis.

The Company has also established procedures that are designed to ensure that policies relating to conduct, ethics and business practices are
followed on a uniform basis. Among the procedures designed to ensure effectiveness are the Company�s �Code of Conduct�, �Know Your
Customer�, and compliance training programs.

Operational Risk Management

The Company has established operational risk management as an independent risk discipline. The Operational Risk Management (�ORM�) Group
reports to the Chief Risk Officer. The organizational framework for operational risk is based upon a strong risk culture that incorporates both
governance and risk management activities comprising:

� Board Oversight and Governance�The Company has established a Risk Committee of the Board that approves and
oversees the Company�s operational risk management strategy in addition to credit and market risk. The Committee meets
regularly to review and approve operational risk management initiatives, discuss key risk issues, and review the
effectiveness of the risk management systems.

� Business Line Accountability�Business managers are responsible for maintaining an effective system of internal controls
commensurate with their risk profiles and in accordance with Company policies and procedures.

� ORM Group�The ORM Group is responsible for developing risk management policies and tools for assessing, monitoring, and
measuring operational risk for the Company. The primary objectives of the ORM group are to promote effective risk management,
create incentives for generating continuous improvement in controls, and to optimize capital.

Global Compliance

The Company�s global compliance function provides leadership, guidance, and oversight to help business units identify applicable laws and
regulations and implement effective measures to meet the specific requirements. Compliance takes a proactive approach by anticipating evolving
regulatory standards and remaining aware of industry best practices, legislative initiatives, competitive issues, and public expectations and
perceptions. The function uses its global reach to disseminate information about compliance-related matters throughout the
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Company. The Chief Compliance Officer reports to the Chief Administrative Officer, is a member of all critical Corporate committees, and
provides routine updates to the Audit and Examining Committee of the Board.

Internal Audit

The Company�s internal audit function reports directly to the Audit & Examining Committee of the Company�s Board of Directors. Internal Audit
utilizes a risk-based approach to its audit approach covering the risks in the operational, compliance, regulatory, technology, fraud, processing
and other key risks areas of the Company. Internal Audit has unrestricted access to the Company and regularly participates in all key committees
of the Company.

Business Continuity

The Company is prepared for events that could damage the Company�s physical facilities, cause delay or disruptions to operational functions,
including telecommunications networks, or impair the Company�s clients, vendors, and counterparties. Key elements of the Company�s business
continuity strategies are extensive planning and testing, and diversity of business operations, data centers and telecommunications infrastructure.

The Company has established multiple geographically diverse locations for its funds transfer and broker-dealer services operational units, which
provide redundant functionality to assure uninterrupted operations.

The Company�s securities clearing, mutual fund accounting and custody, securities lending, master trust, UIT, corporate trust, stock transfer, and
treasury units have common functionality in multiple sites designed to facilitate continuance of operations or rapid recovery. In addition, in the
U.S., the Company has recovery positions outside Manhattan for over 5,000 employees.

The Company continues to enhance geographic diversity for business operations by moving additional personnel to growth centers outside of
existing major urban centers.

The Company replicates 100% of its critical production computer data to its recovery data center, which is at a distance of well over 500 miles
from its primary data center.

The Bank has an active telecommunications diversity program. All major buildings and data centers have diverse telecommunications carriers.
The data centers have multiple fiber optic rings and have been designed so that there is no single point of failure. All major buildings have been
designed with diverse telecommunications access and connect to at least two geographically dispersed connection points. The Company has an
active program to audit circuits for route diversity and to test customer back-up connections.

In 2003, the Board of Governors of the Federal Reserve System, the Office of the Comptroller of the Currency and the Securities and Exchange
Commission jointly published the Interagency Paper, �Sound Practices to Strengthen the Resilience of the U.S. Financial System� (�Sound
Practices Paper�). The purpose of the document was to define the guidelines for the financial services industry and other interested parties
regarding �best practices� related to business continuity planning. Under these guidelines the Company is a key clearing and settlement
organization required to meet a higher standard for business continuity.

The Company believes it has substantially met all of the requirements of the Sound Practices Paper. As a core clearing and settlement
organization, the Company believes that it is at the forefront of the industry in improving business continuity practices. Acceleration of the
implementation of the Company�s plan resulted in overlap costs of $26 million which will phase out in 2007.

The Company is committed to ensuring that requirements for business continuity are met not just within its own facilities, but also within those
of vendors and service providers whose operation is critical to the
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Company�s safety and soundness. To that end, the Company has a service provider management office whose function is to ensure that new and
existing service providers and vendors meet the Company�s standards for business continuity, as well as for information security, financial
stability, personnel practices, etc.

The Company has developed a comprehensive plan to prepare for the possibility of a flu pandemic, which anticipates significant reduced
staffing levels and will provide for increased remote working by staff for one or more periods lasting several weeks.

Although the Company is committed to observing best practices as well as meeting regulatory requirements, geopolitical uncertainties and other
external factors will continue to create risk that cannot always be identified and anticipated.
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STATISTICAL INFORMATION

Average Balances and Rates on a Tax Equivalent Basis (Continuing Operations)

2006 2005 2004

(Dollars in millions)
Average
Balance Interest

Average
Rate

Average
Balance Interest

Average
Rate

Average
Balance Interest

Average
Rate

Assets
Interest-Bearing Deposits in Banks
(Primarily Foreign) $ 13,327 $ 538 4.04% $ 8,996 $ 274 3.04% $ 11,675 $ 305 2.62%
Federal Funds Sold and Securities
Purchased Under Resale Agreements 2,791 130 4.67 2,399 70 2.90 3,645 44 1.22
Margin Loans 5,372 330 6.15 6,403 267 4.17 6,342 156 2.46
Non-Margin Loans
Domestic Offices
Consumer 2,985 168 5.64 1,740 91 5.25 1,558 79 5.08
Commercial 14,955 707 4.72 14,631 558 3.81 14,352 399 2.78
Foreign Offices 10,300 574 5.57 9,295 396 4.25 8,375 244 2.90

Non-Margin Loans 28,240 1,449(1) 5.13 25,666 1,045(1) 4.07 24,285 722(1) 2.97

Securities
U.S. Government Obligations 190 8 4.32 273 9 3.43 415 11 2.58
U.S. Government Agency Obligations 3,565 169 4.73 3,766 153 4.05 3,853 128 3.33
Obligations of States and
Political Subdivisions 105 9 8.34 141 12 8.39 194 17 8.87
Other Securities
Domestic Offices 15,702 850 5.42 14,640 630 4.30 12,228 419 3.43
Foreign Offices 2,746 114 4.15 1,882 83 4.44 1,354 59 4.36

Total Other Securities 18,448 964 5.23 16,522 713 4.32 13,582 478 3.53

Trading Securities
Domestic Offices 660 30 4.56 593 22 3.77 584 16 2.72
Foreign Offices 2,908 135 4.64 2,956 131 4.45 1,510 36 2.41

Total Trading Securities 3,568 165 4.63 3,549 153 4.34 2,094 52 2.50

Total Securities 25,876 1,315 5.09 24,251 1,040 4.29 20,138 686 3.41

Total Interest-Earning Assets 75,606 $ 3,762 4.98% 67,715 $ 2,696 3.98% 66,085 $ 1,913 2.90%

Allowance for Credit Losses (340) (474) (521)
Cash and Due from Banks 2,910 2,772 2,535
Other Assets 18,302 16,306 15,553
Assets of Discontinued Operations
Held for Sale 10,364 15,116 15,688

Total Assets $ 106,842 $ 101,435 $ 99,340

Assets Attributable to Foreign Offices(2) 33.19% 29.51% 29.92%

Tax equivalent adjustments were $22 million in 2006, $27 million in 2005, and $26 million in 2004, and are based on the federal statutory tax rate (35%) and
applicable state and local taxes.
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(1) Includes fees of $42 million in 2006, $66 million in 2005, and $88 million in 2004. Nonaccrual loans are included in the average loan balance; the associated
income, recognized on the cash basis, is included in interest.

(2) Includes Cayman Islands branch office.
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Average Balances and Rates on a Tax Equivalent Basis (Continuing Operations)

2006 2005 2004

(Dollars in millions)
Average
Balance Interest

Average
Rate

Average
Balance Interest

Average
Rate

Average
Balance Interest

Average
Rate

Liabilities and Shareholders� Equity
Interest-Bearing Deposits
Domestic Offices
Money Market Rate Accounts $ 5,465 $ 145 2.66% $ 6,320 $ 109 1.73% $ 5,953 $ 48 0.81%
Savings 452 6 1.36 597 5 0.87 769 5 0.65
Certificates of Deposit of
$100,000 or More 4,114 210 5.12 3,155 107 3.40 3,691 55 1.49
Other Time Deposits 551 26 4.70 437 16 3.38 136 3 1.92

Total Domestic Offices 10,582 387 3.66 10,509 237 2.25 10,549 111 1.05

Foreign Offices
Banks in Foreign Countries 6,764 243 3.59 6,050 129 2.13 5,705 60 1.05
Government & Official Institutions 705 25 3.50 581 14 2.44 419 8 1.84
Other Time and Savings 25,092 779 3.11 19,930 459 2.30 19,633 291 1.49

Total Foreign Offices 32,561 1,047 3.22 26,561 602 2.26 25,757 359 1.39

Total Interest- Bearing Deposits 43,143 1,434 3.33 37,070 839 2.26 36,306 470 1.30

Federal Funds Purchased and Securities Sold
Under Repurchase Agreements 2,237 104 4.65 1,284 35 2.73 1,551 15 0.99
Other Borrowed Funds
Domestic Offices 1,632 94 5.74 1,480 55 3.68 2,025 40 1.95
Foreign Offices 459 6 1.32 385 3 0.84 650 12 1.88

Total Other Borrowed Funds 2,091 100 4.77 1,865 58 3.10 2,675 52 1.93
Payables to Customers and Broker-Dealers 4,899 167 3.40 6,014 128 2.12 6,361 57 0.89
Long-Term Debt 8,295 436 5.26 7,312 269 3.68 6,152 136 2.19

Total Interest-Bearing Liabilities 60,665 2,241 3.69% 53,545 1,329 2.48% 53,045 730 1.38%

Noninterest-Bearing Deposits
(Primarily Domestic) 11,609 10,078 9,121
Other Liabilities 13,871 13,223 12,689
Common Shareholders� Equity 10,333 9,473 8,797
Liabilities of Discontinued Operations
Held for Sale 10,364 15,116 15,688

Total Liabilities and Shareholders� Equity $ 106,842 $ 101,435 $ 99,340

Interest Earnings $ 1,521 $ 1,367 $ 1,183

Net Interest Margin 2.01% 2.02% 1.79%

Liabilities Attributable to Foreign Offices 36.21% 32.97% 33.72%
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Rate/Volume Analysis on a Tax Equivalent Basis (Continuing Operations)

2006 vs. 2005 2005 vs. 2004

(In millions)

Increase (Decrease)

due to change in:

Increase (Decrease)

due to change in:

Average
Balance

Average
Rate

Total
Increase

(Decrease)
Average
Balance

Average
Rate

Total
Increase

(Decrease)
Interest Income
Interest-Bearing Deposits in Banks $ 157 $ 107 $ 264 $ (76) $ 45 $ (31)
Federal Funds Sold and Securities Purchased
Under Resale Agreements 12 48 60 (19) 45 26
Margin Loans (48) 111 63 2 109 111
Non-Margin Loans
Domestic Offices
Consumer 70 7 77 9 3 12
Commercial 13 136 149 8 151 159
Foreign Offices 46 132 178 29 123 152

Non-Margin Loans 129 275 404 46 277 323

Securities
U.S. Government Obligations (3) 2 (1) (5) 3 (2)
U.S. Government Agency Obligations (9) 25 16 (3) 28 25
Obligations of States and Political Subdivisions (3) �  (3) (4) (1) (5)
Other Securities:
Domestic Offices 47 173 220 92 119 211
Foreign Offices 37 (6) 31 23 1 24

Total Other Securities 84 167 251 115 120 235

Trading Securities
Domestic Offices 3 5 8 �  6 6
Foreign Offices (2) 6 4 50 45 95

Total Trading Securities 1 11 12 50 51 101

Total Securities 70 205 275 153 201 354

Total Interest Income 320 746 1,066 106 677 783

Interest Expense
Interest-Bearing Deposits
Domestic Offices:
Money Market Rate Accounts (16) 52 36 3 58 61
Savings (1) 2 1 (1) 1 �  
Certificate of Deposits of $100,000 or More 39 64 103 (9) 61 52
Other Time Deposits 3 7 10 10 3 13

Total Domestic Offices 25 125 150 3 123 126

Foreign Offices:
Banks in Foreign Countries 17 97 114 4 65 69
Government and Official Institutions 4 7 11 3 3 6
Other Time and Savings 135 185 320 5 163 168

Total Foreign Offices 156 289 445 12 231 243
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Total Interest-Bearing Deposits 181 414 595 15 354 369
Federal Funds Purchased and Securities Sold
Under Repurchase Agreements 35 34 69 (3) 23 20
Other Borrowed Funds
Domestic Offices 6 33 39 (13) 28 15
Foreign Offices 1 2 3 (4) (5) (9)

Total Other Borrowed Funds 7 35 42 (17) 23 6

Payables to Customers and Broker-Dealers (27) 66 39 (3) 74 71
Long-Term Debt 40 127 167 30 103 133

Total Interest Expense 236 676 912 22 577 599

Change in Net Interest Income $ 84 $ 70 $ 154 $ 84 $ 100 $ 184

Changes which are not solely due to balance changes or rate changes are allocated to such categories on the basis of the respective percentage
changes in average balances and average rates.
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SUPPLEMENTAL INFORMATION

On October 1, 2006, the Company purchased the Acquired Corporate Trust Business and sold the Company�s Retail Business. The transaction
further increases the Company�s focus on the securities services and asset management and private banking businesses that are at the core of its
long-term business strategy.

For the periods presented, the Company has prepared supplemental financial information as follows:

� Full income statements for the Retail Business, which is reflected as discontinued operations

� Adjusted results, which combine continuing and discontinued operations to provide continuity with historical results

� Continuing operations and adjusted results including and excluding merger and integration costs and the gain on the sale of the Retail
Business

The Company believes that providing supplemental adjusted non-GAAP financial information is useful to investors in understanding the
underlying operating performance of the Company and its businesses and performance trends, particularly in view of the materiality and
significance of the swap transaction. Specifically, the Company believes that the results of continuing operations are of limited value in
projecting future results because they only include the results of the Acquired Corporate Trust Business from the acquisition date of October 1,
2006. By combining the results of continuing and discontinued operations and comparing the results with prior periods, the Company believes
investors can obtain greater insight into the current performance of the Company in relation to historical results. By excluding merger and
integration costs and the gain on the sale of the Retail Business, the Company believes investors can gain greater insight into the operating
performance of the Company. Although the Company believes that the non-GAAP financial measures presented in this report enhance investors�
understanding of the Company�s business and performance, these non-GAAP measures should not be considered an alternative to GAAP. A
reconciliation of the Company�s non-GAAP and GAAP financial results for the years ended December 31, 2006, 2005 and 2004 are included in
�Supplemental Data.�
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THE BANK OF NEW YORK COMPANY, INC.

CONSOLIDATED STATEMENTS OF INCOME�SUPPLEMENTAL DATA

(Dollars in millions, except per share amounts)

(Unaudited)

Year Ended December 31, 2006 Year Ended December 31, 2005
Continuing
Operations

Discontinued
Operations

Adjusted
Results(1)

Continuing
Operations

Discontinued
Operations

Adjusted
Results(1)

Net Interest Income $ 1,499 $ 457 $ 1,956 $ 1,340 $ 569 $ 1,909
Provision for Credit Losses (20) 5 (15) (7) 22 15

Net Interest Income After Provision for Credit Losses 1,519 452 1,971 1,347 547 1,894

Noninterest Income
Securities Servicing Fees 3,537 �  3,537 3,144 �  3,144
Global Payment Services Fees 252 24 276 260 34 294
Private Banking and
Asset Management Fees 569 35 604 452 42 494
Service Charges and Fees 207 113 320 228 154 382
Foreign Exchange and
Other Trading Activities 425 6 431 379 12 391
Securities Gains 88 �  88 68 �  68
Net Economic Value Payments 23 �  23 �  �  �  
Other 221 2,194 2,415 167 16 183

Total Noninterest Income 5,322 2,372 7,694 4,698 258 4,956

Noninterest Expense
Salaries and Employee Benefits 2,640 208 2,848 2,310 239 2,549
Net Occupancy 279 56 335 250 73 323
Furniture and Equipment 190 7 197 199 9 208
Clearing 183 �  183 187 �  187
Sub-custodian Expenses 134 �  134 96 �  96
Software 220 2 222 214 1 215
Communications 97 3 100 91 4 95
Amortization of Intangibles 76 �  76 40 �  40
Merger and Integration Costs 106 45 151 �  �  �  
Other 746 77 823 680 90 770

Total Noninterest Expense 4,671 398 5,069 4,067 416 4,483

Income Before Income Taxes 2,170 2,426 4,596 1,978 389 2,367
Income Taxes 694 891 1,585 635 161 796

Net Income 1,476 1,535 3,011 1,343 228 1,571
Merger & Integration Costs,
Net of Taxes 72 29 101 �  �  �  
Gain on Sale of Retail Business,
Net of Taxes �  (1,381) (1,381) �  �  �  

$ 1,548 $ 183 $ 1,731 $ 1,343 $ 228 $ 1,571
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Net Income Excluding Merger & Integration Costs and
Gain on
Sale of Retail Business

Diluted Earnings Per Share $ 1.93 $ 2.00 $ 3.93 $ 1.74 $ 0.29 $ 2.03
Diluted Earnings Per Share Excluding Merger &
Integration Costs and
Gain on Sale of Retail Business 2.02 0.24 2.26 1.74 0.29 2.03

Note:

(1) Adjusted results combine continuing and discontinued operations to provide continuity with historical results.
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THE BANK OF NEW YORK COMPANY, INC.

CONSOLIDATED STATEMENTS OF INCOME�SUPPLEMENTAL DATA

(Dollars in millions, except per share amounts)

(Unaudited)

Year Ended December 31, 2004
Continuing
Operations

Discontinued
Operations

Adjusted
Results(1)

Net Interest Income $ 1,157 $ 488 $ 1,645
Provision for Credit Losses (4) 19 15

Net Interest Income After Provision for Credit Losses 1,161 469 1,630

Noninterest Income
Securities Servicing Fees 2,853 �  2,853
Global Payment Services Fees 277 43 320
Private Banking and Asset Management Fees 406 45 451
Service Charges and Fees 223 161 384
Foreign Exchange and Other Trading Activities 353 11 364
Securities Gains 78 �  78
Other 187 13 200

Total Noninterest Income 4,377 273 4,650

Noninterest Expense
Salaries and Employee Benefits 2,094 230 2,324
Net Occupancy 236 69 305
Furniture and Equipment 195 9 204
Clearing 176 �  176
Sub-custodian Expenses 87 �  87
Software 191 2 193
Communications 89 4 93
Amortization of Intangibles 34 �  34
Other 596 110 706

Total Noninterest Expense 3,698 424 4,122

Income Before Income Taxes 1,840 318 2,158
Income Taxes 587 131 718

Net Income $ 1,253 $ 187 $ 1,440

Diluted Earnings Per Share $ 1.61 $ 0.24 $ 1.85

Note:

(1) Adjusted results combine continuing and discontinued operations to provide continuity with historical results.
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UNAUDITED QUARTERLY DATA

(Dollars in millions,

except per share amounts)

2006 2005

Fourth Third Second First Fourth Third Second First
Revenue $ 1,887 $ 1,610 $ 1,724 $ 1,600 $ 1,547 $ 1,531 $ 1,523 $ 1,437

Interest Income $ 1,056 $ 960 $ 910 $ 813 $ 774 $ 693 $ 634 $ 568
Interest Expense 606 609 552 474 430 347 305 247

Net Interest Income 450 351 358 339 344 346 329 321
Provision for Credit Losses (15) (4) (1) �  3 10 (3) (17)
Noninterest Income 1,437 1,259 1,366 1,261 1,203 1,185 1,194 1,116
Noninterest Expense 1,281 1,192 1,134 1,065 1,044 1,031 1,021 971

Income from Continuing Operations
Before Income Taxes 621 422 591 535 500 490 505 483
Income Taxes 194 124 200 175 161 157 162 155

Income from Continuing Operations 427 298 391 360 339 333 343 328
Income from Discontinued Operations,
Net of Taxes 1,362 54 57 62 66 56 55 51

Net Income $ 1,789 $ 352 $ 448 $ 422 $ 405 $ 389 $ 398 $ 379

Per Common Share Data:
Basic Earnings
Income from Continuing Operations $ 0.57 $ 0.40 $ 0.52 $ 0.47 $ 0.44 $ 0.44 $ 0.45 $ 0.42
Income from Discontinued Operations,
Net 1.82 0.07 0.07 0.08 0.09 0.07 0.07 0.07
Net Income 2.39 0.47 0.59 0.55 0.53 0.51 0.52 0.49
Diluted Earnings
Income from Continuing Operations 0.56 0.39 0.52 0.47 0.44 0.44 0.45 0.42
Income from Discontinued Operations,
Net 1.80 0.07 0.07 0.08 0.09 0.07 0.07 0.07
Net Income 2.36 0.46 0.59 0.55 0.53 0.51 0.52 0.49

Cash Dividend $ 0.22 $ 0.22 $ 0.21 $ 0.21 $ 0.21 $ 0.21 $ 0.20 $ 0.20

Stock Price
High $ 39.93 $ 35.67 $ 36.83 $ 36.04 $ 32.96 $ 31.25 $ 29.58 $ 33.31
Low 33.58 31.46 31.16 31.30 28.83 28.69 27.25 28.74

Ratios:
Return on Average Common Shareholders�
Equity 62.60% 13.70% 18.17% 17.31% 16.57% 16.15% 17.12% 16.52%
Return on Average Assets 6.95 1.29 1.63 1.61 1.53 1.53 1.59 1.55
The Company�s securities that are listed on the New York Stock Exchange (�NYSE�) are Common Stock, 5.95% Preferred Trust Securities Series
F, and 6.88% Preferred Trust Securities Series E. The NYSE symbol for the Company�s Common Stock is BK. All of the Company�s other
securities are not currently listed. The Company had 24,546 common shareholders of record at January 31, 2007.

New York Stock Exchange Annual Certification

Because the Company�s common stock is listed on the NYSE, the Company�s Chief Executive Officer is required to make, and has made, an
annual certification to the NYSE stating that he was not aware of any
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violation by the Company of the corporate governance listing standards of the NYSE. The Company�s chief executive officer submitted his
annual certification to that effect to the NYSE as of May 11, 2006.

The Company has filed with the SEC the certification required to be made by the Company�s Chief Executive Officer and Chief Financial Officer
under Section 302 of the Sarbanes Oxley Act of 2002, as an exhibit to this Annual Report on Form 10-K for the year ended December 31, 2006.

Market for Registrant�s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Shares of common stock were issued to former directors who had deferred receipt of such common stock pursuant to the Deferred Compensation
Plan for Non-Employee Directors of The Bank of New York Company, Inc. These issuances amounted to 4,963 shares on February 6, 2006.
This transaction was exempt from registration under the Securities Act of 1933 pursuant to Section 4(2).

Under its stock repurchase program, the Company buys back shares from time to time. The following table discloses the Company�s repurchases
of its common stock made during the fourth quarter of 2006.

Period

Total

Number

of Shares

Purchased

Average
Price

Paid

Per
Share

Total Number

of Shares
Purchased as

Part of Publicly
Announced Plans

or Programs

Maximum
Number of Shares
That May Yet be

Repurchased
Under the Plans

or Programs
October 1-31 12,144,659 $ 35.33 12,144,659 8,121,985
November 1-30 �  �  �  8,121,985
December 1-31 �  �  �  8,121,985

Total 12,144,659 12,144,659

Shares were repurchased through the Company�s stock repurchase programs announced on July 12, 2005 and June 30, 2006, which permits the
repurchase of 34 million shares. In October 2006, 10 million shares were repurchased at an initial price of $35.33 from a broker-dealer
counterparty who borrowed the shares, as part of an accelerated share repurchase program. The initial price is subject to a purchase price
adjustment based on the price the counterparty actually pays for the shares. The remaining shares repurchased were from employee benefit
plans.
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COMPARISONS OF TOTAL SHAREHOLDER RETURN

2001 2002 2003 2004 2005 2006
The Bank of New York Company, Inc. $ 100.00 $ 60.19 $ 85.57 $ 88.58 $ 86.92 $ 110.06
S&P 500 100.00 77.95 100.27 111.15 116.59 134.96
S&P 500 Financials 100.00 85.40 111.87 123.98 132.03 157.34
Peer Group 100.00 98.18 127.58 139.35 149.50 178.56
Value of assumed $100 investment on December 31, 2001 in The Bank of New York Company, Inc. Common Stock, in the Standard & Poors
500 Stock Index, in the Standard & Poors 500 Financials Index and in the Peer Group Index; dividends are reinvested.

Peer Group*
BB&T Corporation Northern Trust Corporation
Bear Stearns Companies, Inc. PNC Financial Services Group, Inc.
Fifth Third Bancorp State Street Corporation
Lehman Brothers Holdings, Inc. SunTrust Banks, Inc.
Mellon Financial Corporation US Bancorp
National City Corporation Wachovia Corporation

* Individual returns are weighted by market capitalization at the end of each year.
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1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
The Bank of New York Company, Inc. $ 100.00 $ 175.01 $ 247.86 $ 250.26 $ 349.93 $ 263.12 $ 158.37 $ 225.14 $ 233.06 $ 228.69 $ 289.58
S&P 500 100.00 133.32 171.34 207.35 188.46 166.16 129.53 166.61 184.68 193.73 224.26
S&P 500 Financials 100.00 148.07 164.95 171.77 215.70 196.45 167.78 219.76 243.57 259.38 309.09
Peer Group 100.00 140.60 150.62 144.02 194.17 190.20 186.73 242.67 265.05 284.36 339.63
Value of assumed $100 investment on December 31, 1996 in The Bank of New York Company, Inc. Common Stock, in the Standard & Poors
500 Stock Index, in the Standard & Poors 500 Financials Index and in the Peer Group Index; dividends are reinvested.

Peer Group*
BB&T Corporation Northern Trust Corporation
Bear Stearns Companies, Inc. PNC Financial Services Group, Inc.
Fifth Third Bancorp State Street Corporation
Lehman Brothers Holdings, Inc. SunTrust Banks, Inc.
Mellon Financial Corporation US Bancorp
National City Corporation Wachovia Corporation

* Individual returns are weighted by market capitalization at the end of each year.
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OTHER 2004 DEVELOPMENTS

In 2004, the Company recorded several gains and charges that in the aggregate reduced reported earnings by 3 cents per share. These items are
summarized in the table below.

(In millions)

Item
Income Statement

Caption
Pre-Tax
Income Tax

After-Tax
Income

Net Interest Income(a)

SFAS 13 cumulative
lease adjustment�(leasing portfolio)

Net Interest
Income $ (145) $ 113 $ (32)

lease adjustment�(cross-border
rail equipment leases)

Net Interest
Income 89 (37) 52

lease adjustment�(aircraft leases) Net Interest
Income (10) 4 (6)

Subtotal�Net Interest Income (66) 80 14
Aircraft leases/other(b) Provision for

Credit Losses 7 (3) 4

Subtotal-Net Interest Income After
Provision for Credit Losses (59) 77 18

Noninterest Income(c)

Gain on sale of Wing Hang Other Income 48 (21) 27
Gain on sponsor fund investments Securities Gains 19 (7) 12
Aircraft leases Other Income 3 (1) 2

Subtotal�Noninterest Income 70 (29) 41

Noninterest Expense(d)

Severance tied to relocations Salaries and
Employee Benefits (10) 4 (6)

Lease terminations Net Occupancy (8) 3 (5)
Charge for the RW Matter(1) Other Expense (30) 8 (22)

Subtotal�Noninterest Expense (48) 15 (33)
Federal tax reserve adjustment related to
LILO exposure(e) Income Tax �  (50) (50)

Total $ (37) $ 13 $ (24)

(1) Related to discontinued operations.
(a) An after-tax charge of $32 million resulting from a cumulative adjustment to the leasing portfolio was triggered under SFAS 13 by the
combination of a reduction in state and local taxes and a restructuring of the lease portfolio. The SFAS 13 adjustment impacts the timing of lease
income reported by the Company, and resulted in a reduction in net interest income of $145 million, offset by tax benefits of $113 million.

An after-tax benefit of $52 million resulted from a SFAS 13 cumulative adjustment to the leasing portfolio for customers exercising their early
buy-out (�EBO�) options. The Company�s leasing portfolio contains a number of large cross-border leveraged leases where the lessee has an early
buy-out option to purchase the leased assets, generally railcars and related assets. Given a confluence of economic factors, the value of the
leased equipment exceeded the exercise price of the early buy-out option. The Company offered financial incentives to these lessees to
accelerate the exercise of their early buy-out options. As a result, several lessees agreed to this proposal, triggering the after-tax $52 million gain.
The gain results from the recognition of lease income over a shorter time frame, since the term of the lease has been shortened to the early
buy-out date.
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Net investment in aircraft leases was impacted by a $6 million after-tax adjustment related to aircraft leased to two airlines.

(b) The Company recorded a $7 million reduction in the provision for credit losses which largely reflects release of reserves on the aircraft
leases.

(c) A $27 million after-tax gain on the sale of a portion of the Company�s interest in Wing Hang, a Hong Kong-based bank, which was recorded
in other income, and $19 million ($12 million after-tax) of higher than anticipated securities gains resulting from realized gains on sponsor fund
investments in Kinkos, Inc., Bristol West Holdings, Inc., Willis Group Holdings, Ltd., and True Temper Sports, Inc.

The Company also had an after-tax gain of $2 million on the sale of a leased aircraft.

(d) The Company also took several actions associated with its long-term cost reduction initiatives. These actions included an after-tax severance
charge of $6 million related to staff reductions tied to job relocations and a $5 million after-tax charge for terminating high cost leases associated
with the staff redeployments.

The Company recorded an after-tax expense of $22 million in connection with the anticipated settlement of the RW Professional Leasing
Services Corp. matter (�RW Matter�). This expense was only partially tax deductible and related to discontinued operations.

(e) The Company had several appellate conferences with the IRS related to the Company�s cross-border leveraged lease transactions in December
of 2004 and January 2005. Based on a revision to the probabilities and costs assigned to litigation and settlement outcomes, the Company
recorded a $50 million expense associated with increasing the tax reserve on these transactions.
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GLOSSARY

Alternative investments: Usually refers to investments in hedge funds, leveraged loans, subordinated and distressed debt, real estate and
foreign currency overlay. Many hedge funds pursue strategies that are uncommon relative to mutual funds. Examples of alternative investment
strategies are: long�short equity, event driven, statistical arbitrage, fixed income arbitrage, convertible arbitrage, short bias, global macro, and
equity market neutral.

Assets Under Custody: The financial institution has legal responsibility for the customer�s assets. This includes management, administration and
safekeeping.

Assets Under Management: Usually refers to the market value of assets an investment company manages on behalf of investors. The Company
includes in its assets under management funds managed by its foreign exchange overlay business and short-term investment funds managed as
part of its securities lending business.

Collateral Management: Collateral management is a comprehensive program designed to simplify collateralization and expedite securities
transfers for buyers and sellers. The Company acting as an independent collateral manager is positioned between the buyer and seller to provide
a convenient, flexible, and efficient service to ensure proper collateralization throughout the term of the transaction. The service includes
verification of securities eligibility and maintenance of margin requirements.

Credit derivatives are contractual agreements that provide insurance against a credit event of one or more referenced credits. The nature of the
credit event is established by the buyer and seller at the inception of the transaction, such events include bankruptcy, insolvency and failure to
meet payment obligations when due. The buyer of the credit derivative pays a periodic fee in return for a contingent payment by the seller
(insurer) following a credit event.

Credit risk: The risk of loss due to borrower or counterparty default.

Cross-currency swaps are contracts that generally involve the exchange of both interest and principal amounts in two different currencies. Also
see interest rate swaps in this glossary.

Depositary receipts (�DR�): A negotiable security that generally represents a non-U.S. company�s publicly traded equity. Although typically
denominated in U.S. dollars, depositary receipts can also be denominated in Euros. Depositary receipts are eligible to trade on all U.S. stock
exchanges and many European stock exchanges. American depositary receipts (�ADR�) trade only in the U.S.

Economic Value of Equity (�EVE�): An aggregation of discounted future cash flows of assets and liabilities over a long-term horizon.

Exchange Traded Fund (�ETF�): Each share of an ETF tracks a basket of stocks in some index or benchmark, providing investors with a vehicle
that closely parallels the performance of these benchmarks while allowing for intraday trading.

Foreign currency options are similar to interest rate options except they are based on foreign exchange rates. Also see interest rate options in
this glossary.

Foreign currency swaps: An agreement to exchange stipulated amounts of one currency for another currency at one or more future dates.

Foreign exchange contracts are contracts that provide for the future receipt or delivery of foreign currency at previously agreed-upon terms.
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Foreign exchange overlay: The Company�s specialist currency management group, BNY Overlay Associates, provides foreign exchange risk
management solutions and alternative investment products. The currency programs can be structured as independent investment vehicles or as
value-enhancing overlays on another asset class. The Company provides complete management service, from initial consultation to strategy
execution and electronic reporting.

Forward rate agreements are contracts to exchange payments on a specified future date, based on a market change in interest rates from trade
date to contract settlement date.

Granularity refers to the amount of concentration in the credit portfolio due to large individual exposures. One measure of granularity is the
amount of economic capital attributable to an exposure. As the average economic capital per exposure declines, the portfolio is considered to be
more granular.

Hedge fund: A fund, usually used by wealthy individuals and institutions, which is allowed to use aggressive strategies that are unavailable to
mutual funds, including selling short, leverage, program trading, swaps, arbitrage, and derivatives. Hedge funds are exempt from many of the
rules and regulations governing mutual funds, which allow them to accomplish aggressive investing goals. Legal requirements in many countries
allow only certain sophisticated investors to participate in hedge funds.

Interest rate options, including caps and floors, are contracts to modify interest rate risk in exchange for the payment of a premium when the
contract is initiated. As a writer of interest rate options, the Company receives a premium in exchange for bearing the risk of unfavorable
changes in interest rates. Conversely, as a purchaser of an option, the Company pays a premium for the right, but not the obligation, to buy or
sell a financial instrument or currency at predetermined terms in the future.

Interest rate sensitivity: The exposure of net interest income to interest rate movements.

Interest rate swaps are contracts in which a series of interest rate flows in a single currency is exchanged over a prescribed period. Interest rate
swaps are the most common type of derivative contract that the Company uses in its asset/liability management activities. An example of a
situation in which the Company would utilize an interest rate swap would be to convert its fixed-rate debt to a variable rate. By entering into the
swap, the principal amount of the debt would remain unchanged, but the interest streams would change.

Investment grade equivalent: The Company�s internal risk assessment which generally represents a risk profile similar to that of a BBB-/Baa3
or better rating as defined by independent rating agencies, such as Standard & Poor�s or Moody�s.

Invoiced services means services provided by global payment services for which the customer can choose to pay directly or by leaving a
compensating balance.

Liquidity risk: The risk of being unable to fund the Company�s portfolio of assets at appropriate maturities and rates, and the risk of being
unable to liquidate a position in a timely manner at a reasonable price.

Mark-to-market exposure: Mark-to-market exposure is a measure, at a point in time, of the value of a derivative or foreign exchange contract
in the open market. When the mark-to-market is positive, it indicates the counterparty owes the Company and, therefore, creates a repayment
risk for the Company. When the mark-to-market is negative, the Company owes the counterparty. In this situation, the Company does not have
repayment risk.

Market risk: The potential loss in value of portfolios and financial instruments caused by movements in market variables, such as interest and
foreign-exchange rates, credit spreads, and equity and commodity prices.
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Net interest margin: The result of dividing net interest income by average interest-earning assets.

Operating leverage is measured by comparing the rate of increase in revenue to the rate of increase in expenses.

Operational risk: The risk of loss resulting from inadequate or failed processes or systems, human factors, or external events.

Securities lending short-term investment fund: For some of its securities lending clients, the Company invests the cash collateral received in
the customer�s securities lending transactions in a short-term highly liquid commingled investment fund. The fund is rated AAA by Standard &
Poor�s and started operation in 2003.

SFAS: Statement of Financial Accounting Standard.

Sub-custodian: A local provider (e.g., a bank) contracted by the Company to provide specific custodial related services in a selected country or
geographic area. Services generally include holding foreign securities in safekeeping, facilitating settlements and reporting holdings to the
custodian.

Tangible common equity (�TCE�) ratio: The percentage computed by dividing common shareholders� equity less intangibles and goodwill by
period-end total assets less intangibles and goodwill.

Unit investment trust (�UIT�): A sponsor-created portfolio of securities. Like mutual funds, these securities portfolios are designed to meet
specific investment objectives. However, unlike a mutual fund, a UIT is an unmanaged portfolio consisting of securities that are fixed at the
UIT�s initiation and generally remain unchanged over the security�s life.

Value at risk (�VAR�): A measure of the dollar amount of potential loss from adverse market moves in an everyday market environment.

Variable interest entity (�VIE�): An entity that: (1) lacks enough equity investment at risk to permit the entity to finance its activities without
additional financial support from other parties; (2) has equity owners that lack the right to make significant decisions affecting the entity�s
operations; and/or (3) has equity owners that do not have an obligation to absorb or the right to receive the entity�s losses or returns.
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THE BANK OF NEW YORK COMPANY, INC.

CONSOLIDATED BALANCE SHEETS

December 31,
(Dollars in millions, except per share amounts) 2006 2005
Assets
Cash and Due from Banks $ 2,840 $ 2,882
Interest-Bearing Deposits in Banks 13,172 8,644
Securities
Held-to-Maturity (fair value of $1,710 in 2006 and $1,847 in 2005) 1,729 1,872
Available-for-Sale 19,377 25,346

Total Securities 21,106 27,218
Trading Assets 5,544 5,930
Federal Funds Sold and Securities Purchased Under Resale Agreements 5,114 2,425
Loans (less allowance for loan losses of $287 in 2006 and $326 in 2005) 37,506 32,601
Premises and Equipment 1,050 1,004
Due from Customers on Acceptances 213 212
Accrued Interest Receivable 422 363
Goodwill 5,172 3,510
Intangible Assets 1,453 811
Other Assets 9,760 7,710
Assets of Discontinued Operations Held for Sale 18 8,808

Total Assets $ 103,370 $ 102,118

Liabilities and Shareholders� Equity
Deposits
Noninterest-Bearing (principally domestic offices) $ 19,554 $ 12,706
Interest-Bearing
Domestic Offices 10,041 10,415
Foreign Offices 32,551 26,666

Total Deposits 62,146 49,787
Federal Funds Purchased and Securities Sold Under Repurchase Agreements 790 834
Trading Liabilities 2,507 2,401
Payables to Customers and Broker-Dealers 7,266 8,623
Other Borrowed Funds 1,625 904
Acceptances Outstanding 215 212
Accrued Taxes and Other Expenses 5,129 4,123
Accrued Interest Payable 200 163
Other Liabilities (including allowance for lending-related
commitments of $150 in 2006 and $144 in 2005) 3,062 2,697
Long-Term Debt 8,773 7,817
Liabilities of Discontinued Operations Held for Sale 64 14,681

Total Liabilities 91,777 92,242

Shareholders� Equity
Common Stock-par value $7.50 per share, authorized 2,400,000,000 shares, issued 1,053,752,916 shares in 2006
and 1,044,994,517 shares in 2005 7,903 7,838
Additional Capital 2,142 1,826
Retained Earnings 9,444 7,089
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Accumulated Other Comprehensive Income (317) (134)

19,172 16,619
Less:    Treasury Stock (297,790,159 shares in 2006 and
    273,662,218 shares in 2005), at cost 7,576 6,736
Loan to ESOP (101,753 shares in 2006 and 203,507 shares in 2005), at cost 3 7

Total Shareholders� Equity 11,593 9,876

Total Liabilities and Shareholders� Equity $ 103,370 $ 102,118

See accompanying Notes to Consolidated Financial Statements.
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THE BANK OF NEW YORK COMPANY, INC.

CONSOLIDATED STATEMENTS OF INCOME

For the years ended
December 31, Percent Inc/(Dec)

(In millions, except per share amounts) 2006 2005 2004 2006 vs. 2005 2005 vs. 2004
Interest Income
Loans $ 1,449 $ 1,045 $ 722 39% 45%
Margin Loans 330 267 156 24 71
Securities
Taxable 1,101 823 570 34 44
Exempt from Federal Income Taxes 29 38 39 (24) (3)

1,130 861 609 31 41
Deposits in Banks 538 274 305 96 (10)
Federal Funds Sold and Securities
Purchased Under Resale Agreements 130 70 44 86 59
Trading Assets 163 152 51 7 198

Total Interest Income 3,740 2,669 1,887 40 41

Interest Expense
Deposits 1,434 839 470 71 79
Federal Funds Purchased and Securities Sold
Under Repurchase Agreements 104 35 15 197 133
Other Borrowed Funds 100 58 52 72 12
Customer Payables 167 128 57 30 125
Long-Term Debt 436 269 136 62 98

Total Interest Expense 2,241 1,329 730 69 82

Net Interest Income 1,499 1,340 1,157 12 16
Provision for Credit Losses (20) (7) (4) (186) (75)

Net Interest Income After Provision for Credit Losses 1,519 1,347 1,161 13 16

Noninterest Income
Securities Servicing Fees
Execution and Clearing Services 1,245 1,222 1,141 2 7
Investor Services 1,138 1,056 924 8 14
Issuer Services 895 639 583 40 10
Broker-Dealer Services 259 227 205 14 11

Securities Servicing Fees 3,537 3,144 2,853 13 10
Global Payment Services Fees 252 260 277 (3) (6)
Private Banking and Asset Management Fees 569 452 406 26 11
Service Charges and Fees 207 228 223 (9) 2
Foreign Exchange and Other Trading Activities 425 379 353 12 7
Securities Gains 88 68 78 29 (13)
Net Economic Value Payments 23 �  �  
Other 221 167 187 32 (11)

Total Noninterest Income 5,322 4,698 4,377 13 7
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Noninterest Expense
Salaries and Employee Benefits 2,640 2,310 2,094 14 10
Net Occupancy 279 250 236 12 6
Furniture and Equipment 190 199 195 (5) 2
Clearing 183 187 176 (2) 6
Sub-custodian Expenses 134 96 87 40 10
Software 220 214 191 3 12
Communications 97 91 89 7 2
Amortization of Intangibles 76 40 34 90 18
Merger and Integration Costs 106 �  �  
Other 746 680 596 10 14

Total Noninterest Expense 4,671 4,067 3,698 15 10
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THE BANK OF NEW YORK COMPANY, INC.

CONSOLIDATED STATEMENTS OF INCOME�(Continued)

For the years ended
December 31, Percent Inc/(Dec)

(In millions, except per share amounts) 2006 2005 2004 2006 vs. 2005 2005 vs. 2004
Income from Continuing Operations before Income Taxes $ 2,170 $ 1,978 $ 1,840 10% 8%
Income Taxes 694 635 587 9 8

Income from Continuing Operations 1,476 1,343 1,253 10 7

Discontinued Operations
Income from Discontinued Operations 2,426 389 318 524 22
Income Taxes 891 161 131 453 23

Discontinued Operations, Net 1,535 228 187 573 22

Net Income $ 3,011 $ 1,571 $ 1,440 92 9

Per Common Share Data:
Basic Earnings
Income from Continuing Operations $ 1.95 $ 1.75 $ 1.63 11 7
Income from Discontinued Operations, Net 2.03 0.30 0.24 577 25
Net Income 3.98 2.05 1.87 94 10
Diluted Earnings
Income from Continuing Operations $ 1.93 $ 1.74 $ 1.61 11 8
Income from Discontinued Operations, Net 2.00 0.29 0.24 590 21
Net Income 3.93 2.03 1.85 94 10

Cash Dividends Paid 0.86 0.82 0.79 5 4

Diluted Shares Outstanding 766 773 778 (1) (1)

See accompanying Notes to Consolidated Financial Statements.
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THE BANK OF NEW YORK COMPANY, INC.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS� EQUITY

For the years ended December 31,
(Dollars in millions) 2006 2005 2004
Common Stock
Balance, January 1 $ 7,838 $ 7,811 $ 7,794
Common Stock Issued in Connection with Employee Benefit Plans (shares:
8,758,399 in 2006, 3,498,545 in 2005, and 2,273,840 in 2004) 65 27 17

Balance, December 31 7,903 7,838 7,811

Additional Capital
Balance, January 1 1,826 1,734 1,635
Common Stock Issued in Connection with Employee Benefit Plans 316 131 99
Stock Rights Redemption �  (39) �  

Balance, December 31 2,142 1,826 1,734

Retained Earnings
Balance, January 1 7,089 6,162 5,330
Net Income $ 3,011 3,011 $ 1,571 1,571 $ 1,440 1,440
Cash Dividends on Common Stock (656) (644) (608)

Balance, December 31 9,444 7,089 6,162

Accumulated Other Comprehensive Income
    Balance, January 1 (134) (6) 72
Change in Fair Value of Securities Available-for-Sale, Net of Taxes of $81
in 2006, ($74) in 2005, and ($49) in 2004 121 121 (114) (114) (79) (79)
Reclassification Adjustment, Net of Taxes Of ($36) in 2006, $7 in 2005, and
$1 in 2004 (52) (52) 10 10 2 2
Foreign Currency Translation Adjustment, Net of Taxes of $8 in 2006, ($4)
in 2005, and $4 in 2004 13 13 (16) (16) 5 5
Net Unrealized Derivative Gain/(Loss) on Cash Flow Hedges, Net of Taxes
$3 in 2006, ($5) in 2005, and $1 in 2004 4 4 (5) (5) 3 3
Minimum Pension Liability Adjustment, Net of Taxes of ($3) in 2006, ($2)
in 2005, and ($6) in 2004 (5) (5) (3) (3) (9) (9)
Adjustment to initially apply SFAS 158, Net of Taxes of ($174) in 2006 �  (264) �  �  �  �  

Balance, December 31 (317) (134) (6)

Total Comprehensive Income $ 3,092 $ 1,443 $ 1,362

Less Treasury Stock
Balance, January 1 6,736 6,411 6,402
Issued (shares: 824,554 in 2006, 3,341,804 in 2005, and 4,529,465 in 2004) (43) (82) (110)
Acquired (shares: 24,952,495 in 2006, 13,629,024 in 2005, and 4,000,986 in
2004) 883 407 119

Balance, December 31 7,576 6,736 6,411
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Less Loan to ESOP
Balance, January 1 7 �  1
Issued (shares: 305,261 in 2005) �  10 �  
Released (shares: 101,754 in 2006 and 2005, and 126,960 in 2004) (4) (3) (1)

Balance, December 31 3 7 �  

Total Shareholders� Equity, December 31 $ 11,593 $ 9,876 $ 9,290

See accompanying Notes to Consolidated Financial Statements.
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THE BANK OF NEW YORK COMPANY, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

For the years ended December 31,
(In millions) 2006 2005 2004
Operating Activities
Net Income $ 3,011 $ 1,571 $ 1,440
Adjustments to Determine Net Cash Attributable to Operating Activities:
Provision for Credit Losses (15) 15 15
Depreciation and Amortization 494 526 480
Deferred Income Taxes 398 (55) 383
Securities (Gains) Losses (9) (68) (78)
Change in Trading Activities 852 (2,216) 1,288
Gain on Retail Business Sale, Net of Taxes (1,381) �  �  
Change in Accruals and Other, Net (67) (885) (170)

Net Cash Provided (Used) by Operating Activities 3,283 (1,112) 3,358

Investing Activities
Change in Interest-Bearing Deposits in Banks (3,810) (946) (172)
Change in Margin Loans 921 (30) (347)
Purchases of Securities Held-to-Maturity (567) (544) (1,494)
Paydowns of Securities Held-to-Maturity 227 373 217
Maturities of Securities Held-to-Maturity 116 70 19
Purchases of Securities Available-for-Sale (11,327) (17,969) (14,344)
Sales of Securities Available-for-Sale 7,559 4,941 4,257
Paydowns of Securities Available-for-Sale 4,553 6,759 7,791
Maturities of Securities Available-for-Sale 4,510 2,437 2,448
Net Principal Received (Disbursed) on Loans to Customers (5,551) (5,819) 514
Sales of Loans and Other Real Estate 122 263 21
Change in Federal Funds Sold and Securities Purchased Under Resale Agreements (2,689) 3,283 (879)
Purchases of Premises and Equipment (221) (131) (262)
Acquisitions, Net of Cash Acquired 2,135 (265) (137)
Dispositions, Net of Cash Included (2,275) �  �  
Proceeds from the Sale of Premises and Equipment 149 �  11
Other, Net (204) (44) 112

Net Cash Provided (Used) by Investing Activities (6,352) (7,622) (2,245)

Financing Activities
Change in Deposits 3,304 7,139 1,562
Change in Federal Funds Purchased and Securities
Sold Under Repurchase Agreements (43) (371) 166
Change in Payables to Customers and Broker-Dealers (1,358) (41) (1,528)
Change in Other Borrowed Funds 727 366 (238)
Proceeds from the Issuance of Long-Term Debt 1,527 2,033 209
Repayments of Long-Term Debt (567) (215) (476)
Issuance of Common Stock 428 243 227
Stock Rights Redemption �  (39) �  
Treasury Stock Acquired (883) (417) (119)
Cash Dividends Paid (656) (644) (608)

Net Cash Provided (Used) by Financing Activities 2,479 8,054 (805)
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Effect of Exchange Rate Changes on Cash (85) 309 (265)

Change in Cash and Due From Banks (675) (371) 43
Cash and Due from Banks at Beginning of Year 3,515 3,886 3,843
Cash Related to Discontinued Operations �  (633) (630)

Cash and Due from Banks at End of Year $ 2,840 $ 2,882 $ 3,256

Supplemental Disclosure of Cash Flow Information
Cash Paid During the Year for:
Interest $ 2,322 $ 1,389 $ 777
Income Taxes 652 876 384
Noncash Investing Activity (Primarily Foreclosure of Real Estate) �  �  1

See accompanying Notes to Consolidated Financial Statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Significant Accounting and Reporting Policies

The Bank of New York Company, Inc. (the �Company�) provides a complete range of banking and other financial services to corporations and
individuals worldwide through its business segments: Institutional Services, Private Bank and BNY Asset Management, and Corporate and
Other. �Business Segment Accounting Principles�, �Segment Financial Data�, and �International Financial Data� are incorporated from the Business
Segment Review section of Management�s Discussion and Analysis of the Company�s Financial Condition and Results of Operations (�MD&A�).
There were no major customers from whom revenues were individually material to the Company�s performance.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts in the consolidated financial statements. Amounts subject to significant estimates and
assumptions are items such as the allowance for loan losses and lending-related commitments, goodwill and intangibles, pension and
postretirement obligations, and the fair value of financial instruments. Actual results could differ from these estimates.

Consolidation

The consolidated financial statements include the accounts of the Company and its subsidiaries. Qualifying special-purpose entities (QSPEs) are
not consolidated. A VIE is consolidated if the Company will absorb a majority of the expected losses of the VIE, receive the majority of the
expected residual returns of the VIE or both. The results of operations of businesses purchased are included from the date of acquisition. Equity
investments of less than a majority but at least 20% ownership are accounted for by the equity method and classified as other assets. The
Company�s most significant equity method investment is its 20.2% share in Wing Hang, with a carrying value of $241 million.

Fee and Net Interest Revenue

Fees and other revenue are recorded when earned based on contractual terms. Fees are accrued based on estimates, or are recognized as
transactions occur or services are provided and collectibility is reasonably assured. Revenue on interest-earning assets and expense on
interest-bearing liabilities is recognized based on the effective yield of the related financial instrument.

Securities

Debt and equity securities classified as available-for-sale are carried at fair value, except for those equity securities whose fair value cannot be
readily determined. These securities are carried at cost. For securities carried at fair value, the after-tax effect of net unrealized gains and losses
is reported as a separate component of shareholders� equity.

Securities classified as trading assets are carried at fair value, with net unrealized holding gains and losses recognized currently in income. Debt
securities, which the Company has the ability and intent to hold until maturity, are classified as held-to-maturity and stated at cost, adjusted for
discount accreted and premium amortized. Realized gains and losses on the sale of debt and equity securities are determined by the specific
identification and average cost methods, respectively.

The Company conducts quarterly reviews to identify and evaluate investments that have indications of possible impairment. An investment in a
debt or equity security is impaired if its fair value falls below its cost and the decline is considered other-than-temporary. The Company
examines various factors when determining
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

whether an impairment is other-than-temporary. Examples of factors that may indicate that an other-than-temporary impairment has occurred
include:

� Fair value is below cost;

� The decline in fair value has existed for an extended period of time;

� Management does not possess both the intent and the ability to hold the investment for a period of time sufficient to allow for any
anticipated recovery in fair value;

� The decline in fair value is attributable to specific adverse conditions affecting a particular investment;

� The decline in fair value is attributable to specific conditions, such as conditions in an industry or in a geographic area; and

� A debt security has been downgraded by a rating agency.
Allowance for Credit Losses

The allowance for credit losses is maintained at a level that, in management�s judgment, is adequate to absorb probable losses associated with
specifically identified loans, as well as estimated probable credit losses inherent in the remainder of the credit portfolio at the balance sheet date.
Management�s judgment includes the following factors, among others: risks of individual credits; past experience; the volume, composition, and
growth of the credit portfolio; and economic conditions.

The Company conducts a quarterly portfolio review to determine the adequacy of its allowance for credit losses. All commercial exposures over
$1 million are assigned to specific risk categories. Smaller commercial and consumer exposures are evaluated on a pooled basis and assigned to
specific risk categories. Following this review, senior management of the Company analyzes the results and determines the allowance for credit
losses. The Company�s Board of Directors reviews the allowance at the end of each quarter.

The portion of the allowance for credit losses allocated to impaired loans (nonaccrual commercial loans over $1 million) is measured by the
difference between their recorded value and fair value. Fair value is determined by one of the following: present value of the expected future
cash flows from borrowers, the market value of the loan, or the fair value of the collateral. See �Asset Quality and Allowance for Credit Losses�
and �Critical Accounting Policies� in the MD&A section for additional information.

Nonperforming Assets

Commercial loans are placed on nonaccrual status when collateral is insufficient and principal or interest is past due 90 days or more, or when
there is reasonable doubt that interest or principal will be collected. Accrued interest is usually reversed when a loan is placed on nonaccrual
status. Interest payments received on nonaccrual loans may be recognized as income or applied to principal depending upon management�s
judgment. Nonaccrual loans are restored to accrual status when principal and interest are current or they become fully collateralized. Consumer
loans are not classified as nonperforming assets, but are charged off and interest accrued is suspended based upon an established delinquency
schedule determined by product. Real estate acquired in satisfaction of loans is carried in other assets at the lower of the recorded investment in
the property or fair value minus estimated costs to sell.
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Leveraged Leases

Significant assumptions involving cash flows, residual values and income tax rates affect the level of revenue associated with leases. Gains and
losses on residual values of leased equipment sold are included in other income. Considering the nature of these leases and the number of
significant assumptions, there is risk associated with the income recognition on these leases should any of the assumptions change materially in
future periods.
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Derivative Financial Instruments

Derivative contracts, such as futures contracts, forwards, interest rate swaps, foreign currency swaps and options and similar products used in
trading activities, are recorded at fair value. The Company does not recognize gains or losses at the inception of derivative transactions if the fair
value is not determined based upon observable market transactions and market data. Gains and losses are included in foreign exchange and other
trading activities in noninterest income. Unrealized gains and losses are reported on a gross basis in trading account assets and trading liabilities,
after taking into consideration master netting agreements.

The Company enters into various derivative financial instruments for non-trading purposes primarily as part of its asset/liability management
(�ALM�) process. These derivatives are designated as fair value and cash flow hedges of certain assets and liabilities when the Company enters
into the derivative contracts. Gains and losses associated with fair value hedges are recorded in income as well as any change in the value of the
related hedged item. Gains and losses on cash flow hedges are recorded in other comprehensive income. If a derivative used in ALM does not
qualify as a hedge, it is marked-to-market and the gain or loss is included in net interest income.

The Company formally documents all relationships between hedging instruments and hedged items, as well as its risk-management objectives
and strategy for undertaking various hedge transactions. This process includes linking all derivatives that are designated as fair value hedges to
specific assets or liabilities on the balance sheet.

The Company formally assesses, both at the hedge�s inception and on an ongoing basis, whether the derivatives that are used in hedging
transactions are highly effective and whether those derivatives are expected to remain highly effective in future periods. The Company evaluates
ineffectiveness in terms of amounts that could impact a hedge�s ability to qualify for hedge accounting and the risk that the hedge could result in
more than a de minimus amount of ineffectiveness. At inception, the potential causes of ineffectiveness related to each of its hedges is assessed
to determine if the Company can expect the hedge to be highly effective over the life of the transaction and to determine the method for
evaluating effectiveness on an ongoing basis. Recognizing that changes in the value of derivatives used for hedging or the value of hedged items
could result in significant ineffectiveness, the Company has processes in place designed to identify and evaluate such changes when they occur.
Quarterly, the Company performs a quantitative effectiveness assessment and records any ineffectiveness.

The Company utilizes interest rate swap agreements to manage its exposure to interest rate fluctuations. For hedges of fixed-rate loans,
asset-backed securities, deposits and long-term debt, the hedge documentation specifies the terms of the hedged items and interest rate swaps
and indicates that the derivative is hedging a fixed-rate item and is a fair value hedge, that the hedge exposure is to the changes in the fair value
of the hedged item due to changes in benchmark interest rates, and that the strategy is to eliminate fair value variability by converting fixed-rate
interest payments to LIBOR.

The fixed rate loans hedged generally have an original maturity of 6 to 12 years and are not callable. These loans are hedged with �pay fixed rate,
receive variable rate� swaps with similar notional amounts, maturities, and fixed rate coupons. The swaps are not callable. At December 31, 2006,
$43 million of loans were hedged with interest rate swaps which had notional values of $43 million.

The securities hedged generally have a weighted average life of 10 years and are callable six months prior to maturity. These securities are
hedged with pay fixed rate, receive variable rate swaps of like maturity, repricing and fixed rate coupon. The swaps are callable six months prior
to maturity. At December 31, 2006, $228 million of securities were hedged with interest rate swaps which had notional values of $228 million.

The fixed rate deposits hedged generally have original maturities of 1 to 12 years (44% are one year deposits) and, except for three deposits, are
not callable. These deposits are hedged with receive fixed rate, pay
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variable rate swaps of similar maturity, repricing and fixed rate coupon. The swaps are not callable except for the three that hedge the callable
deposits. At December 31, 2006, $1,255 million of deposits were hedged with interest rate swaps which had notional values of $1,255 million.

The fixed rate long-term debt hedged generally has an original maturity of 4 to 30 years. The Company issues both callable and non-callable
debt. The non-callable debt is hedged with simple interest rate swaps similar to those described for deposits. Callable debt is hedged with
callable swaps where the call dates of the swaps exactly match the call dates of the debt. At December 31, 2006, $5,802 million of debt was
hedged with interest rate swaps that had notional values of $5,838 million.

In addition to the fair value hedges discussed above, the Company has three cash flow hedges utilizing interest rate swaps to hedge the
variability in expected future cash flows attributable to floating rates on an interest-only strip, a deposit and a long-term debt issue. The hedge
documentation specifies the terms of the hedged items and interest rate swaps and indicates that the derivative is hedging future variable interest
payments and is a cash flow hedge, that the hedge exposure is the variability in interest payments, and that the strategy is to eliminate variability
by converting floating rate interest payments to fixed payments. For cash flow hedges the interest rate swap is marked-to-market with the
changes in value recorded in other comprehensive income. The amount recognized as other comprehensive income for the cash flow hedge is
reclassified to net interest income as interest is realized on the hedged item.

The Company has a $264 million interest-only strip of which $200 million is hedged with a $200 million receive fixed rate, pay variable rate
interest rate swap to remove the variability in the cash flows received from the security. Payments on the interest-only strip are related to a
money market fund. During the next twelve months, net gains of $3 million (pre-tax) included in other comprehensive income are expected to be
reclassified to income.

The deposit hedged has a principal amount of $275 million and has a LIBOR-based floating rate and an 18 month original maturity. The deposit
is hedged with a receive LIBOR, pay fixed rate swap with the same maturity and interest payment dates as the deposit to eliminate the variability
in interest payment received on the deposit. During the next twelve months, net losses of less than $1 million (pre-tax) included in other
comprehensive income are expected to be reclassified to income.

The long-term debt hedged has a principal amount of $400 million and has a LIBOR-based floating rate and a 2 year original maturity. The debt
is hedged with a receive LIBOR, pay fixed rate swap with the same maturity and interest payment dates as the debt to eliminate the variability in
interest payment received on the debt. During the next twelve months, net losses of less than $1 million (pre-tax) included in other
comprehensive income are expected to be reclassified to income.

In addition, the Company enters into foreign exchange hedges. The Company uses forward foreign exchange contracts with maturities of 12
months or less to hedge its Sterling and Euro foreign exchange exposure with respect to forecasted expense transactions in non-U.S. entities
which have the U.S. dollar as their functional currency. As of December 31, 2006, the hedged forecasted foreign currency transactions and
linked foreign exchange forward hedges were $107 million with $4 million (pre-tax) gains recorded in other comprehensive income. These gains
are expected to be reclassified to expense over the next twelve months.

Forward foreign exchange contracts are also used to hedge the value of the Company�s investments in foreign subsidiaries. These forward
contracts have a maturity of less than six months. The derivatives employed are designated as net investment hedges of changes in value of the
Company�s foreign investment due to exchange rates, such that changes in value of the forward exchange contracts offset the changes in value of
the
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foreign investments due to changes in foreign exchange rates. The change in fair market value of these contracts is deferred and reported within
accumulated translation adjustments in shareholders� equity, net of tax effects. At December 31, 2006, foreign exchange contracts, with notional
amounts totaling $1,744 million, were designated as hedges of corresponding amounts of net investments.

The Company discontinues hedge accounting prospectively when it determines that a derivative is no longer an effective hedge, the derivative
expires or is sold, or management discontinues the derivative�s hedge designation. Subsequent gains and losses on these derivatives are included
in foreign exchange and other trading activities.

Ineffectiveness related to derivatives and hedging relationships was recorded in income as follows:

(In millions)
For the year ended

December 31,
Hedges 2006 2005 2004
Fair Value Hedge of Loans $ (0.1) $ 0.1 $ �  
Fair Value Hedge of Securities 0.1 (0.1) (0.1)
Fair Value Hedge of Deposits and Long-Term Debt (1.2) 0.9 (0.2)
Cash Flow Hedges (0.5) 0.2 0.2
Other 0.5 �  �  

Total $ (1.2) $ 1.1 $ (0.1)

Other includes ineffectiveness recorded on foreign exchange hedges.

Tax

The Company records current tax liabilities or assets through charges or credits to the current tax provision for the estimated taxes payable or
refundable for the current year. Deferred tax assets and liabilities are recorded for future tax consequences attributable to differences between the
financial statement carrying amounts of assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or settled.
A deferred tax valuation allowance is established if it is more likely than not that all or a portion of the deferred tax assets will not be realized.
Interest and penalties related to income taxes are recorded as income tax expense.

Premises, Equipment, and Internal-Use Software

Premises and equipment are carried at cost less accumulated depreciation and amortization. Depreciation and amortization is computed using the
straight-line method over the estimated useful life of the owned asset and, for leasehold improvements, over the lesser of the remaining term of
the leased facility or the estimated economic life of the improvement. For owned and capitalized assets, estimated useful lives range from 3 to 50
years. Maintenance and repairs are charged to expense as incurred, while major improvements are capitalized and amortized to operating
expense over their identified useful life. For internal-use computer software, the Company capitalizes qualifying costs incurred during the
application development stage. The resulting asset is amortized using the straight-line method over the expected life, which is generally 5 years.
All other costs incurred in connection with an internal-use software project are expensed as incurred.

Goodwill and other Intangible Assets

Goodwill represents the excess of the cost of an acquisition over the fair value of the net assets acquired. Other intangible assets represent
purchased assets that also lack physical substance but can be distinguished from
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goodwill because of contractual or other legal rights or because the asset is capable of being sold or exchanged either on its own or in
combination with a related contract, asset, or liability. Goodwill is tested at least annually for impairment. All other intangible assets which have
finite useful lives are amortized over those periods, which range from 3 to 18 years.

Stock Options

On January 1, 2003, the Company adopted the fair value method of accounting for its options under SFAS 123 as amended by SFAS 148,
�Accounting for Stock-Based Compensation�Transition and Disclosure.� SFAS 148 permits three different methods of adopting fair value: (1) the
prospective method, (2) the modified prospective method, and (3) the retroactive restatement method. Under the prospective method, options
issued after January 1, 2003, are expensed while all options granted prior to January 1, 2003, are accounted for under Accounting Principles
Board Opinion No. 25 (�APB 25�), �Accounting for Stock Issued to Employees�, using the intrinsic value method. Consistent with industry practice,
the Company elected the prospective method of adopting fair value accounting. See �Stock Option Plans� in the Notes to the Consolidated
Financial Statements for more information regarding stock options.

The retroactive restatement method requires the Company�s financial statements to be restated as if fair value accounting had been adopted in
1995. For 2006, there is no difference between the prospective method and the retroactive restatement method. The following table discloses the
pro forma effects on the Company�s net income and earnings per share for 2005 and 2004 as if the retroactive restatement method had been
adopted.

(Dollars in millions, except per share amounts) 2005 2004
Reported net income $ 1,571 $ 1,440
Stock-based employee compensation costs,
using prospective method, net of tax 29 23
Stock-based employee compensation costs,
using retroactive restatement method, net of tax (37) (57)

Pro forma net income $ 1,563 $ 1,406

Reported diluted earnings per share $ 2.03 $ 1.85
Impact on diluted earnings per share (0.01) (0.04)

Pro forma diluted earnings per share $ 2.02 $ 1.81

In December 2004, the FASB issued SFAS No. 123 (revised 2004) (�SFAS 123(R)�), �Share-Based Payment�, which is a revision of SFAS No. 123,
�Accounting for Stock-Based Compensation.� SFAS 123(R) eliminates the ability to account for share-based compensation transactions using
APB 25 and requires that such transactions be accounted for using a fair value-based method. SFAS 123(R) covers a wide range of share-based
compensation arrangements including share options, restricted share plans, performance-based awards, share appreciation rights, and employee
share purchase plans. The Company adopted SFAS 123(R) on January 1, 2006 using the �modified prospective� method. Under this method,
compensation cost is recognized beginning with the effective date (a) based on the requirements of SFAS 123(R) for all share-based payments
granted after the effective date and (b) based on the requirements of SFAS 123 for all awards granted to employees prior to the effective date of
SFAS 123(R) that remain unvested on the effective date. As of January 1, 2006, the Company was amortizing all of its unvested stock option
grants.

Certain of the Company�s stock compensation grants vest when the employee retires. SFAS 123(R) will require the completion of expensing of
new grants with this feature by the first date the employee is eligible to retire. For grants prior to January 1, 2006, the Company will continue to
expense them over their stated vesting
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period. The adoption of SFAS 123(R) increased pre-tax expense in 2006 by $12 million, which was recorded in the second quarter of 2006.

Pension

At September 30, the measurement date, plan assets were determined based on fair value generally representing observable market prices. The
projected benefit obligation is determined based on the present value of projected benefit distributions at an assumed discount rate. The discount
rate utilized is based on the yield of high quality corporate bonds available in the marketplace. Periodic pension expense includes service costs,
interest costs based on an assumed discount rate, an expected return on plan assets based on an actuarially derived market-related value and
amortization of actuarial gains and losses.

Actuarial gains and losses include the impact of plan amendments and various unrecognized gains and losses which are deferred and amortized
over the future service periods of active employees. The market-related value utilized to determine the expected return on plan assets is based on
fair value adjusted for the difference between expected returns and actual performance of plan assets. The unrealized difference between actual
experience and expected returns is included in the market-related value over a five-year period. The Company�s stock price used by the ESOP is
also smoothed to reduce volatility.

Any unrecognized gains or losses related to changes in the amount of the projected benefit obligation or plan assets resulting from experience
different from the assumed discount rate or expected returns and from changes in assumptions are deferred. To the extent an unrecognized gain
or loss, excluding the unrecognized asset gain or loss, exceeds 10 percent of the greater of the projected benefit obligation or the market-related
value of plan assets, the excess is recognized over the future service periods of active employees.

2. Accounting Changes and New Accounting Pronouncements

In June 2005, the FASB ratified the consensus in EITF Issue No. 04-5 (�EITF 04-5�), �Determining Whether a General Partner, or the General
Partners as a Group, Controls a Limited Partnership or Similar Entity When the Limited Partners Have Certain Rights�, which provides guidance
in determining whether a general partner controls a limited partnership. The adoption of EITF 04-5 did not have a significant impact on the
Company�s financial condition or results of operations.

In November 2005, the FASB issued FASB Staff Position (FSP) FAS 115-1 and FAS 124-1 �The Meaning of Other-Than-Temporary
Impairment and Its Application to Certain Investments.� The FSP addresses the determination as to when an investment is considered impaired,
whether that impairment is other than temporary, and the measurement of an impairment loss. The Company adopted the FSP on January 1,
2006. The adoption of the standard did not have a significant impact on its financial condition or results of operations.

In February 2006, the FASB issued SFAS No. 155 (�SFAS 155�), �Accounting for Certain Hybrid Financial Instruments�, an amendment of SFAS
140 and SFAS 133. SFAS 155 permits the Company to elect to measure any hybrid financial instrument at fair value if the hybrid instrument
contains an embedded derivative that otherwise would require bifurcation and be accounted for separately under SFAS 133. SFAS 155 clarifies
which interest-only strips and principal-only strips are not subject to the requirements of SFAS 133 and that concentrations of credit risk in the
form of subordination are not embedded derivatives. SFAS 155 is effective for all financial instruments acquired, issued, or subject to a
remeasurement event after December 31, 2006. On January 17, 2007, the FASB issued Derivative Implementation Groups (�DIG�) Issue B40
which impacts how SFAS 155 is applied. The Company does not believe that SFAS 155 and DIG Issue B40 will have a significant impact on the
Company�s investment activities.
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In July 2006, the FASB issued FSP FAS 13-2, �Accounting for a Change or Projected Change in the Timing of Cash Flows Relating to Income
Taxes Generated by a Leverage Lease Transaction,� revising the accounting guidance under SFAS No. 13 (�SFAS 13�), �Accounting for Leases,� for
leveraged leases. This FSP modifies existing interpretations of SFAS 13 and associated industry practice. As a result in 2007, the Company
expects to recognize a one-time after-tax charge to capital of approximately $400 million related to a change in the timing of its lease cash flows
due to the LILO settlement. See �Commitments and Contingent Liabilities� in the Notes to the Consolidated Financial Statements. However, an
amount approximating this one-time charge will be taken into income over the remaining term of the affected leases.

In September 2006, the FASB issued SFAS No. 157 (�SFAS 157�), �Fair Value Measurements.� The Statement defines fair value, establishes a
framework for measuring fair value in accordance with generally accepted accounting principles, and expands additional disclosures about fair
value measurements. SFAS 157 clarifies that fair value is the amount that would be exchanged to sell an asset or transfer a liability, in an orderly
transaction between market participants. SFAS 157 nullifies the consensus reached in EITF Issue No. 02-3 prohibiting the recognition of day
one gain or loss on derivative contracts (and hybrid instruments measured at fair value under SFAS 133 as modified by SFAS 155) where the
Company cannot verify all of the significant model inputs to observable market data and verify the model to market transactions. However,
SFAS 157 requires that a fair value measurement technique include an adjustment for risks inherent in a particular valuation technique (such as a
pricing model) and/or the risks inherent in the inputs to the model if market participants would also include such an adjustment. SFAS 157 will
require the Company to consider the effect of its own credit standing in determining the fair value of its liabilities. In addition, SFAS 157
prohibits the recognition of �block discounts� for large holdings of unrestricted financial instruments where quoted prices are readily and regularly
available in an active market. The requirements of SFAS 157 are to be applied prospectively, except for changes in fair value measurements that
result from the initial application of SFAS 157 to existing derivative financial instruments measured under EITF Issue No. 02-3, existing hybrid
instruments measured at fair value, and block discounts, which are to be recorded as an adjustment to opening retained earnings in the year of
adoption. The Company expects to adopt SFAS 157 on January 1, 2008. The Company is currently evaluating the impact of SFAS 157.

In September 2006, the FASB issued SFAS No. 158, �Employers� Accounting for Defined Benefit Pension and Other Postretirement Plans�an
amendment of FASB Statements No. 87, 88, 106 and 132(R)� (�SFAS 158�). SFAS 158 requires the Company to (a) recognize in its statement of
financial position an asset for a plan�s overfunded status or a liability for a plan�s underfunded status, (b) measure a plan�s assets and its obligations
that determine its funded status as of the end of the fiscal year, (c) recognize changes in the funded status of a defined postretirement plan in the
year in which the changes occur (reported in comprehensive income) and (d) provide additional disclosure. The requirement to recognize the
funded status of a benefit plan and the disclosure requirements are effective as of the end of the fiscal year ending after December 15, 2006. The
requirement to measure the plan assets and benefit obligations as of the date of the employer�s fiscal year-end statement of financial position is
effective for fiscal years ending after December 15, 2008. On December 31, 2006, the Company adopted the recognition and disclosure
provisions of SFAS 158. The effect of adopting SFAS 158 on the Company�s consolidated balance sheets at December 31, 2006 has been
included in the accompanying financial statements. The adoption of SFAS 158 resulted in a charge to equity of $264 million. See �Employee
Benefit Plans� in the Notes to the Consolidated Financial Statements for further discussion of the effect of adopting SFAS 158.

In 2007, the Company adopted FASB Interpretation No. 48, �Accounting for Uncertainty in Income Taxes.� The Interpretation clarifies the
accounting for uncertain tax positions in accordance with SFAS No. 109, �Accounting for Income Taxes.� The Interpretation requires that a tax
position meet a �more-likely-than-not threshold� for the benefit of the uncertain tax position to be recognized in the financial statements. A tax
position that fails to meet a more-likely-than-not recognition threshold will result in either reduction of current or deferred tax assets, and/or
recording of current or deferred tax liabilities. The impact of adoption in 2007 is expected to be a charge to equity of approximately $25 million.
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In February 2007, the FASB issued SFAS No. 159 (�SFAS 159�), �The Fair Value Option for Financial Assets and Financial Liabilities.� SFAS 159
provides companies with an option to report selected financial assets and liabilities at fair value and to provide additional information that will
help investors and other users of financial statements to understand more easily the effect on earnings of the company�s choice to use fair value.
It also requires companies to display the fair value of those assets and liabilities for which the company has chosen to use fair value on the face
of the balance sheet. The Company expects to adopt SFAS 159 along with SFAS 157 on January 1, 2008 and is currently evaluating the impact
of SFAS 159.

Certain other prior year information has been reclassified to conform its presentation to the 2006 financial statements.

3. Acquisitions and Dispositions

The Company continues to be an active acquirer of securities servicing and asset management businesses. The Company frequently structures its
acquisitions with both an initial payment and a later contingent payment tied to post-closing revenue or income growth. The Company records
the fair value of contingent payments as an additional cost of the entity acquired in the period that the payment becomes probable.

At December 31, 2006, the Company was liable for potential contingent payments related to acquisitions in the amount of $158 million. During
2006, the Company paid or accrued $35 million for contingent payments related to acquisitions made in prior years, and $154 million of
potential contingent payments lapsed.

2006

During 2006, five businesses were acquired for a total cost of $2,557 million. Potential contingent payments related to 2006 acquisitions are
$145 million. Goodwill and the tax-deductible portion of goodwill related to 2006 acquisitions transactions was $1,946 million and $1,641
million, respectively. Other than the Acquired Corporate Trust Business, the pro forma effect of the 2006 acquisitions is not material to the 2006
results. See below for a discussion of the impact of the purchase of the Acquired Corporate Trust Business and the sale of the Retail Business.

On January 3, 2006, the Company acquired Alcentra Group Limited (�Alcentra�), an international asset management group focused on managing
funds that invest in non-investment grade debt and other structured credit products. Alcentra�s management team retained a 20 percent interest.
Alcentra has operations in London and Los Angeles and at acquisition managed 15 different investment funds with over $6.2 billion of assets.

On March 2, 2006, the Company acquired Urdang Capital Management, Inc. (�Urdang�), a real estate investment management firm that at
acquisition managed approximately $3.0 billion in direct investments and portfolios of REIT securities.

On June 12, 2006, the Company acquired the bond administration business of TD Banknorth, N.A. The TD Banknorth portfolio includes bond
trustee, paying/fiscal agent, master trustee, transfer agent and registrar appointments. The transaction involved the purchase of approximately
350 bond trusteeships and agency appointments, representing $5.2 billion of principal debt outstanding for an estimated 230 clients.

On October 1, 2006, the Company sold its Retail Business to JPMorgan Chase for the net asset value plus a premium of $2.3 billion. JPMorgan
Chase sold its corporate trust business to the Company for the net asset value plus a premium of $2.15 billion. The difference between premiums
resulted in a net cash payment of $150 million to the Company. There is also a contingent payment of up to $50 million to the Company tied to
customer retention. For further details, see �Discontinued Operations� in the Notes to the Consolidated Financial Statements.
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JPMorgan Chase�s corporate trust business comprised issues representing $5 trillion in total debt outstanding. It had 2,400 employees in more
than 40 locations globally. Prior to the acquisition, the Company�s corporate trust business comprised issues representing $3 trillion in total debt
outstanding and had 1,300 employees in 25 locations globally.

The Company�s retail bank consisted of 338 branches in the tri-state region, serving approximately 700,000 consumer households and small
businesses with $13 billion in deposits and $9 billion in assets at September 30, 2006. The Company�s regional middle market businesses
provided financing, banking and treasury services for middle market clients, serving more than 2,000 clients in the tri-state region. Together, the
units had 4,000 employees located in New York, New Jersey, Connecticut and Delaware.

The transaction further increases the Company�s focus on the securities services and wealth management businesses that have fueled the
Company�s growth in recent years and that are at the core of its long-term business strategy.

The Company recorded an after-tax gain of $1,381 million on the sale of the Retail Business. The Company also expects to incur after-tax
charges of $150 million related to the acquisition. The transaction is expected to be dilutive to GAAP earnings per share through 2009 (4.5
percent in 2007 to 1.5 percent in 2009), but to be accretive to cash earnings per share in 2009 when cost savings are fully phased in.

On a pro forma basis, if the acquisition of the Acquired Corporate Trust Business had occurred on January 1, 2005, the transaction would have
had the following impact:

2006 2005
(Dollars in millions, except per share amounts) Reported Pro Forma Reported Pro Forma
Revenue $ 6,821 $ 7,437 $ 6,038 $ 6,861
Net Income from Continuing Operations 1,476 1,625 1,343 1,543
Net Income 3,011 3,160 1,571 1,771

Diluted Earnings per Share from Continuing Operations $ 1.93 $ 2.12 $ 1.74 $ 2.00
Diluted Earnings per Share 3.93 4.13 2.03 2.29
The pro forma results are based on adding the pre-tax historical results of the Acquired Corporate Trust Business to the Company�s results and
adjusting for amortization of intangibles created in the transaction and taxes. The pro forma data does not include adjustments to reflect the
Company�s operating costs or expected differences in the way funds generated by the Acquired Corporate Trust Business are invested. The pro
forma data is intended for informational purposes and is not indicative of the future results of operations.

The Company�s transaction with JPMorgan Chase altered the composition of the balance sheet. When the Acquired Corporate Trust Business is
fully integrated in 2007, approximately $14 billion of U.S. dollar retail deposits will have been replaced with between $11 billion and $14 billion
of institutional corporate trust deposits. Between $7 billion and $10 billion of deposits related to the Acquired Corporate Trust Business have not
yet transitioned to the Company. These deposits will transition to the Company as regulatory approval is received to operate in certain foreign
locations and as the novation process proceeds in other foreign locations. The Company expects the transition will be substantially complete by
June 30, 2007. Until the transition is complete, JPMorgan Chase will pay the Company for the net economic value of these deposits. In the
fourth quarter of 2006, the Company recorded $23 million of net economic value payments in noninterest income. On the asset side of the
balance sheet, approximately $8 billion of retail and middle market loans included in the sale of the Retail Business have been replaced with
liquid assets and securities. Goodwill and intangibles related to the Acquired Corporate Trust Business were approximately $2.3 billion.

On October 2, 2006, the Company completed the transaction resulting in the formation of BNY ConvergEx Group. BNY ConvergEx Group
brought together BNY Securities Group�s trade execution, commission management,
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independent research and transition management business with Eze Castle Software, a leading provider of trade order management and related
investment technologies. This transaction enabled the Company to achieve several objectives including repositioning its execution services
business for faster growth and enhancing the product offering for the Company�s client base, while allowing the Company to withdraw capital
committed to the business.

BNY ConvergEx Group is a leading global agency brokerage and technology company offering a complete spectrum of pre-trade, trade, and
post-trade solutions for traditional money managers, hedge funds, broker-dealers, corporations and plan sponsors. BNY ConvergEx Group has a
global presence in New York, Boston, San Francisco, Chicago, Dallas, Stamford, London, Bermuda, Tokyo, Hong Kong, and Sydney.

The Company and GTCR Golder Rauner, LLC each hold a 35 percent stake in BNY ConvergEx Group, with the balance held by Eze Castle
Software�s investors and BNY ConvergEx Group�s management team. BNY ConvergEx Group, with pro forma 2005 revenues of approximately
$340 million, is an affiliate of The Bank of New York and is reflected on the Company�s financial statements as an equity investment. After the
use of the proceeds to repurchase shares, the transaction is expected to be neutral to earnings per share.

The BNY Securities Group businesses included in BNY ConvergEx Group are BNY Brokerage, Lynch, Jones & Ryan, G-Port, Westminster
Research and BNY Jaywalk. In addition, The Bank of New York�s B-Trade and G-Trade businesses are expected to become part of BNY
ConvergEx Group in 2008, although in the interim they will continue to be owned by The Bank of New York.

On December 1, 2006, the Company sold its transfer agency software business, Rufus, to Bravura Solutions Limited (�Bravura�), a leading global
supplier of wealth management applications and professional services, for approximately $38 million. Under the agreement, Bravura acquired all
of the software and intellectual property comprising Rufus, and all existing employees will transfer to Bravura.

On December 3, 2006, the Company and Mellon entered into a definitive agreement to merge, creating the world�s largest securities servicing
and asset management firm. The new company, which will be called The Bank of New York Mellon Corporation, will be the world�s leading
asset servicer with assets under custody expected to exceed $17 trillion and the world�s leading corporate trustee with assets under trusteeship
expected to exceed $8 trillion. It will rank among the top 10 global asset managers with assets under management expected to exceed $1.1
trillion.

The combined company is expected to have annual revenues of more than $12 billion, with approximately 28% derived from asset servicing,
38% from issuer services, clearing services and treasury services, and 29% from asset management and private wealth management. It will be
well positioned to capitalize on global growth trends, including the evolution of emerging markets, the growth of hedge funds and alternative
asset classes, the increasing need for more complex financial products and services, and the increasingly global need for people to save and
invest for retirement. Almost a quarter of combined revenue will be derived internationally.

Under the terms of the agreement, the Company�s shareholders will receive 0.9434 shares in the new company for each share of the Company
that they own and Mellon shareholders will receive one share in the new company for each Mellon share they own.

To induce Mellon to enter into the merger agreement, the Company granted Mellon an option to purchase up to 149,621,546 shares of the
Company�s common stock at a price per share equal to the lesser of $35.48 and the closing sale price of the Company�s common stock on the
trading day immediately preceding the exercise date; but in no case may Mellon acquire more than 19.9% of the outstanding shares of the
Company�s common stock under this stock option agreement. Mellon cannot exercise the option unless specified triggering events occur. These
events generally relate to business combinations or acquisition transactions involving the Company and a third party.
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The option could have the effect of discouraging a third party from trying to acquire the Company prior to completion of the transaction or
termination of the merger agreement. Upon the occurrence of certain triggering events, the Company may be required to repurchase the option
and/or any shares of the Company�s common stock purchased by Mellon under the option at a predetermined price, or Mellon may choose to
surrender the option to the Company for a cash payment of $1.15 billion. In no event will the total profit received by Mellon with respect to this
option exceed $1.3 billion.

To induce the Company to enter into the merger agreement, Mellon granted the Company an option to purchase up to 82,641,656 shares of
Mellon common stock at a price per share equal to the lesser of $40.05 and the closing sale price of Mellon common stock on the trading day
immediately preceding the exercise date; but in no case may the Company acquire more than 19.9% of the outstanding shares of Mellon
common stock under this stock option agreement. The Company cannot exercise the option unless specified triggering events occur. These
events generally relate to business combinations or acquisition transactions involving Mellon and a third party.

The option could have the effect of discouraging a third party from trying to acquire Mellon prior to completion of the transaction or termination
of the merger agreement. Upon the occurrence of certain triggering events, Mellon may be required to repurchase the option and/or any shares of
Mellon common stock purchased by the Company under the option at a predetermined price, or the Company may choose to surrender the
option to Mellon for a cash payment of $725 million. In no event will the total profit received by the Company with respect to this option exceed
$825 million.

On December 19, 2006, the Company acquired the remaining 50% stake in AIB/BNY Securities Services (Ireland) Ltd. (AIB/BNY) that it did
not own from Allied Irish Banks, p.l.c. (�AIB�). AIB/BNY was established in 1995 as a joint venture between AIB and the Company to provide a
range of services for a number of fund structures domiciled in Ireland. At acquisition, AIB/BNY had $210 billion of assets under administration
and employed 600 staff between its Dublin and Cork offices.

2005

During 2005, four businesses were acquired for a total cost of $188 million. Potential contingent payments related to 2005 acquisitions were $8
million. Goodwill and the tax-deductible portion of goodwill related to 2005 acquisitions transactions was $124 million. All of the goodwill was
assigned to the Company�s Institutional Services segment.

In January 2005, the Company acquired certain of the assets and liabilities of Standard & Poor�s Securities, Inc., the institutional brokerage
subsidiary of Standard & Poor�s. In March 2005, the Company acquired the execution and commission management services of Boston
Institutional Services.

In July 2005, the Company acquired Lynch, Jones & Ryan, Inc., a provider of commission recapture programs. Also in July 2005, the Company
acquired the bond administration business of Marshall & Ilsley Trust Company N.A., and Marshall & Ilsley Bank, where they act as bond
trustee, paying/fiscal agent, master trustee, transfer agent and/or registrar.

In June 2005, the Company and Trust Company of Australia Ltd. formed a joint venture to provide securitization trustee and other
agency-related services to Australian-based issuers of debt. In July 2005, The Bank of New York and BHF-BANK established BHF BNY
Securities Services GmbH as a jointly held subsidiary to market Global Custody (Depotbank) services for German investment companies, and
securities custody and settlement services for the national and international direct investments of institutional investors.

In August 2005, the Company and Nordea, the leading financial services provider in the Nordic region, entered into a strategic agreement to
provide global custody and selected related services to Nordea�s
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institutional clients in the Nordic and Baltic Sea regions. Also in August 2005, the Company announced a strategic arrangement with IL&FS
Trust Company Limited, a leading provider of trust and fiduciary services in India, to provide Indian issuers with access to the Company�s global
network, a comprehensive array of services to the international capital markets, and leading-edge technology capabilities.

In October 2005, the Company announced a marketing alliance with National Australia Bank (�National�), which enable the Company to offer
commission recapture services to National�s custody clients in Australia and New Zealand.

2004

During 2004, nine businesses were acquired for a total cost of approximately $68 million, primarily paid in cash. Potential contingent payments
related to 2004 acquisitions were $66 million. Goodwill related to 2004 acquisition transactions was $46 million. The tax-deductible portion of
goodwill was $46 million. All of the goodwill was assigned to the Company�s Institutional Services segment.

In February 2004, the Company signed an agreement with Thomson Institutional Services Inc., a unit of Thomason Financial, to transfer its
commission services client base to the Company. In March 2004, the Company acquired software and other assets of Sonic Financial
Technologies LLC, a leading provider of direct access electronic trading solutions.

In May 2004, the Company made a strategic investment in London-based Netik, LLC. Late in the second quarter of 2004, the Company acquired
a unit investment trust business that services approximately $20 billion in assets for over 4,200 different series of unit investment trusts.

In July 2004, the Company reached an agreement with National Australia Bank, following their strategic decision to close the National
Custodian Services UK operation, to transfer its clients to the Company. In October 2004, the Company acquired Osprey Partners LLC�s
portfolio accounting technology to broaden its managed account services offering. In November 2004, the Company acquired the execution and
commission management assets of Wilshire Associates. In December 2004, the Company acquired Continental Fund Services, a Luxembourg
PSF (Professional of the Financial Sector).

4. Discontinued Operations

On October 1, 2006, the Company acquired JPMorgan Chase�s corporate trust business and JPMorgan Chase acquired the Company�s Retail
Business. The Company adopted discontinued operations accounting for its Retail Business. Also included in the sales agreement are provisions
related to transitional services that will be provided for a period of up to 8 months after closing, subject to extensions. The results from
continuing operations exclude the results of the Company�s Retail Business and include the operations of the Acquired Corporate Trust Business
only after October 1, 2006.

Results for all the Retail Business are reported separately as discontinued operations for all periods presented. The assets and liabilities of the
businesses sold are included in assets of discontinued operations held for sale and liabilities of discontinued operations held for sale on the
consolidated balance sheet. Net interest income has been computed by allocating investment securities and federal funds sold and related interest
income to discontinued operations to match the amount and duration of the assets sold with the amount and duration of the liabilities sold.
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Summarized financial information for discontinued operations related to the Retail Business is as follows:

(In millions) 2006 2005 2004
Net Interest Income $ 457 $ 569 $ 488
Noninterest Income(1) 2,372 258 273

Total Revenue, Net of Interest Expense $ 2,829 $ 827 $ 761

Income from Discontinued Operations(1) $ 2,426 $ 389 $ 318
Income Taxes 891 161 131

Income from Discontinued Operations, Net of Taxes $ 1,535 $ 228 $ 187

(1) Including the $2,159 million pre-tax gain on the sale of the Retail Business.
The following is a summary of the assets and liabilities of discontinued operations held for sale as of December 31, 2006 and 2005:

(In millions)
December 31,

2006
December 31,

2005
Assets
Cash and Due from Banks $ �  $ 633
Securities �  108
Loans �  7,714
Goodwill �  109
Other Assets 18 244

Total Assets $ 18 $ 8,808

Liabilities
Deposits $ 7 $ 14,637
Other Liabilities 57 44

Total Liabilities $ 64 $ 14,681

5. Goodwill and Intangibles

Goodwill by reporting segment for the years ended December 31, 2006 and 2005 is as follows:

(In millions)
December 31,

2006
December 31,

2005
Institutional Services $ 4,567 $ 3,121
Private Bank & BNY Asset Management 605 389
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The changes in goodwill during 2006 were as follows:

(In millions)
Institutional

Services

Private Bank
& BNY Asset
Management Total

Balance at December 31, 2005 $ 3,121 $ 389 $ 3,510
Acquired Corporate Trust Business 1,659 �  1,659
Other Acquisitions 125 212 337
BNY ConvergEx Transaction (390) �  (390)
Foreign Exchange Translation 47 �  47
Other(1) 5 4 9

Balance at December 31, 2006 $ 4,567 $ 605 $ 5,172

(1) Other changes in goodwill include purchase price adjustments and certain other reclassifications.
The table above does not include goodwill of $109 million that was related to the discontinued operations of the Retail Business.

The Company�s business segments are tested annually for goodwill impairment. No impairment loss was recorded in 2006 and 2005.

Intangible Assets

December 31, 2006 December 31, 2005

(Dollars in millions)

Gross
Carrying
Amount

Accumulated
Amortization

Net
Carrying
Amount

Weighted
Average

Amortization
Period in

Years

Gross
Carrying
Amount

Accumulated
Amortization

Net
Carrying
Amount

Trade Names $ 370 $ �  $ 370 Indefinite Life $ 370 $ �  $ 370
Customer Relationships 1,231 (148) 1,083 13 531 (99) 432
Other Intangible Assets 17 (17) �  �  28 (19) 9
The aggregate amortization expense of intangibles was $76 million, $40 million and $34 million for 2006, 2005, and 2004. Estimated
amortization expense for the next five years is as follows:

For the Year Ended

December 31,
Amortization

Expense
(In

millions)
2007 $ 118
2008 117
2009 115
2010 113
2011 111
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6. Securities

The following table sets forth the amortized cost and the fair values of securities at the end of the last two years:

2006 2005
Gross

Unrealized
Gross

Unrealized

(In millions)
Amortized

Cost Gains Losses
Fair

Value
Amortized

Cost Gains Losses
Fair

Value
Securities Held-to-Maturity
U.S. Government Obligations $ �  $ �  $ �  $ �  $ 48 $ 1 $ �  $ 49
U.S. Government Agency Obligations 120 �  1 119 245 �  6 239
Obligations of States & Political Subdivisions �  �  �  �  �  �  �  �  
Mortgage-Backed Securities 1,492 1 17 1,476 1,451 3 24 1,430
Asset-Backed Securities �  �  �  �  �  �  �  �  
Emerging Markets 117 �  2 115 117 1 �  118
Other Debt Securities �  �  �  �  11 �  �  11

Total Securities Held-to-Maturity 1,729 1 20 1,710 1,872 5 30 1,847

Securities Available-for-Sale
U.S. Government Obligations 86 �  �  86 178 �  1 177
U.S. Government Agency Obligations 554 �  �  554 384 �  3 381
Obligations of States & Political Subdivisions 85 3 �  88 113 5 �  118
Mortgage-Backed Securities 16,315 60 66 16,309 21,162 50 159 21,053
Asset-Backed Securities 468 3 7 464 307 �  2 305
Equity Securities 1,073 5 �  1,078 956 �  4 952
Other Debt Securities 796 2 �  798 2,354 6 �  2,360

Total Securities Available-for-Sale 19,377 73 73 19,377 25,454 61 169 25,346

Total Securities $ 21,106 $ 74 $ 93 $ 21,087 $ 27,326 $ 66 $ 199 $ 27,193

At December 31, 2006, almost all of the unrealized losses are attributable to changes in interest rates on investment grade securities. The portion
of unrealized losses that are not attributable to interest rates is expected to be recovered. The Company has the ability and intent to hold these
securities until their value recovers. The Company believes that all of its unrealized losses are temporary in nature.
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The following tables show the aggregate related fair value of investments with a continuous unrealized loss position for less than 12 months and
those that have been in a continuous unrealized loss position for greater than twelve months.

December 31, 2006

Less than 1 Year 1 Year or More Total

(In millions)
Fair

Value
Unrealized

Loss
Fair

Value
Unrealized

Loss
Fair

Value
Unrealized

Loss
Securities Held-to-Maturity
U.S. Government Obligations $ �  $ �  $ �  $ �  $ �  $ �  
U.S. Government Agency Obligations �  �  119 1 119 1
Obligations of States & Political Subdivisions �  �  �  �  �  �  
Mortgage-Backed Securities 402 5 541 12 943 17
Asset-Backed Securities �  �  �  �  �  �  
Emerging Market 110 2 �  �  110 2
Equity Securities �  �  �  �  �  �  
Other Debt Securities �  �  �  �  �  �  

Total Securities Held-to-Maturity 512 7 660 13 1,172 20

Securities Available-for-Sale
U.S. Government Obligations �  �  �  �  �  �  
U.S. Government Agency Obligations �  �  �  �  �  �  
Obligations of States & Political Subdivisions �  �  �  �  �  �  
Mortgage-Backed Securities 5,027 16 3,462 50 8,489 66
Asset-Backed Securities 224 7 �  �  224 7
Equity Securities �  �  �  �  �  �  
Other Debt Securities �  �  �  �  �  �  

Total Securities Available-for-Sale 5,251 23 3,462 50 8,713 73

Total Securities $ 5,763 $ 30 $ 4,122 $ 63 $ 9,885 $ 93
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December 31, 2005

Less than 1 Year 1 Year or More Total

(In millions)
Fair

Value
Unrealized

Loss
Fair

Value
Unrealized

Loss
Fair

Value
Unrealized

Loss
Securities Held-to-Maturity
U.S. Government Obligations $ �  $ �  $ �  $ �  $ �  $ �  
U.S. Government Agency Obligations 98 2 141 4 239 6
Obligations of States & Political Subdivisions �  �  �  �  �  �  
Mortgage-Backed Securities 646 9 591 15 1,237 24
Asset-Backed Securities �  �  �  �  �  �  
Emerging Markets �  �  �  �  �  �  
Equity Securities �  �  �  �  �  �  
Other Debt Securities �  �  �  �  �  �  

Total Securities Held-to-Maturity 744 11 732 19 1,476 30

Securities Available-for-Sale
U.S. Government Obligations �  �  74 1 74 1
U.S. Government Agency Obligations 254 1 120 2 374 3
Obligations of States & Political Subdivisions �  �  �  �  �  �  
Mortgage-Backed Securities 8,916 74 5,431 85 14,347 159
Asset-Backed Securities 200 2 �  �  200 2
Equity Securities 8 4 �  �  8 4
Other Debt Securities �  �  �  �  �  �  

Total Securities Available-for-Sale 9,378 81 5,625 88 15,003 169

Total Securities $ 10,122 $ 92 $ 6,357 $ 107 $ 16,479 $ 199

The amortized cost and fair values of securities at December 31, 2006, by contractual maturity, are as follows:

Held-to-Maturity Available-for-Sale

(In millions)
Amortized

Cost
Fair

Value
Amortized

Cost
Fair

Value
Due in One Year or Less $ 120 $ 119 $ 781 $ 781
Due After One Year Through Five Years �  �  179 180
Due After Five Years Through Ten Years �  �  59 60
Due After Ten Years 117 115 502 505
Mortgage-Backed Securities 1,492 1,476 16,315 16,309
Asset-Backed Securities �  �  468 464
Equity Securities �  �  1,073 1,078

Total $ 1,729 $ 1,710 $ 19,377 $ 19,377
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Realized gross gains on the sale of securities available-for-sale were $24 million in 2006 and $26 million in 2005. There were $98 million of
realized gross losses in 2006 and $5 million of realized gross losses in 2005.

At December 31, 2006, assets amounting to $17.1 billion were pledged primarily for potential borrowing at the Federal Reserve Discount
Window. The significant components of pledged assets were as follows: $13.1
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billion were securities and $4.0 billion were loans. Included in these pledged assets was securities available-for-sale of $981 million which were
pledged as collateral for actual borrowings. The lenders in these borrowings have the right to repledge or sell these securities. The Company
obtains securities under resale, securities borrowed and custody agreements on terms which permit it to repledge or resell the securities to others.
As of December 31, 2006, the market value of the securities received that can be sold or repledged was $12.9 billion. The Company routinely
repledges or lends these securities to third parties. As of December 31, 2006, the market value of collateral repledged and sold was $198 million.

7. Loans

The Company�s loan distribution and industry concentrations of credit risk at December 31, 2006 and 2005 are incorporated by reference from
�Loans� in the MD&A section of this report.

In the ordinary course of business, the Company and its banking subsidiaries have made loans at prevailing interest rates and terms to directors
and executive officers of the Company and to entities in which certain Company directors have an ownership interest or direct or indirect
subsidiaries of such entities. The aggregate dollar amount of these loans was $211 million, $244 million, and $229 million at December 31,
2006, 2005, and 2004, respectively. These loans are primarily extensions of credit under revolving lines of credit established for such entities.

The composition of the Company�s loan portfolio at December 31 is shown in the following table:

(In millions) 2006 2005
Commercial $ 5,925 $ 4,860
Real Estate 4,521 3,588
Consumer Loans 266 378
Lease Financings 5,498 5,525
Banks and Other Financial Institutions 7,844 6,462
Loans for Purchasing or Carrying Securities 7,114 4,935
Margin Loans 5,167 6,089
Government and Official Institutions 9 101
Other 1,449 989
Less: Allowance for Loan Losses (287) (326)

Total $ 37,506 $ 32,601

Transactions in the allowance for credit losses, which represents the allowance for loan losses plus the allowance for lending-related
commitments are summarized as follows:

2006

(In millions)

Allowance for
Loan

Losses

Allowance for
Lending-Related

Commitments

Allowance for
Credit
Losses

Balance, Beginning of Period $ 326 $ 144 $ 470
Charge-Offs (29) �  (29)
Recoveries 16 �  16

Net Charge-Offs (13) �  (13)
Provision (26) 6 (20)
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2005
Allowance for

Loan
Losses

Allowance for
Lending-Related

Commitments

Allowance for
Credit
Losses

Balance, Beginning of Period $ 491 $ 136 $ 627
Charge-Offs (154) �  (154)
Recoveries 4 �  4

Net Charge-Offs (150) �  (150)
Provision (15) 8 (7)

Balance, End of Period $ 326 $ 144 $ 470
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