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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

x Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended September 30, 2009.

or

¨ Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
Commission File Number: 001-31486

WEBSTER FINANCIAL CORPORATION
(Exact name of registrant as specified in its charter)
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Delaware 06-1187536
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)

Webster Plaza, Waterbury, Connecticut 06702
(Address of principal executive offices) (Zip Code)

(203) 465-4364

(Registrant�s telephone number, including area code)

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    x  Yes    ¨  No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (Section 232.405 of this chapter) during the preceding 12
months (or for such shorter period that the registrant was required to submit and post such files).    ¨  Yes    ¨  No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer x Accelerated filer ¨

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  x

The number of shares of common stock, par value $.01 per share, outstanding as of October 20, 2009 was 71,168,321.
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PART I. � FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS (Unaudited)
WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(Dollars in thousands, except share and per share data)
September 30,

2009
December 31,

2008
(unaudited)

Assets:
Cash and due from depository institutions $ 173,437 $ 259,208
Short-term investments 360,618 22,154
Investment securities:
Trading, at fair value �  77
Available for sale, at fair value (amortized cost of $1,916,464 and $1,298,670, respectively) 1,912,283 1,188,705
Held-to-maturity, at amortized cost (fair value of $2,806,276 and $2,559,745, respectively) 2,702,881 2,522,511

Total investment securities 4,615,164 3,711,293
Loans held for sale 37,005 24,524
Loans, net 10,995,953 11,952,262
Federal Home Loan Bank and Federal Reserve Bank stock, at cost 140,874 134,874
Goodwill 529,887 529,887
Other intangible assets, net 29,705 34,039
Cash surrender value of life insurance policies 286,806 279,807
Premises and equipment, net 179,353 185,928
Deferred tax asset, net 139,458 189,337
Accrued interest receivable and other assets 320,026 260,224

Total assets $ 17,808,286 $ 17,583,537

Liabilities:
Deposits $ 13,600,730 $ 11,884,890
Federal Home Loan Bank advances 663,210 1,335,996
Securities sold under agreements to repurchase and other short-term debt 872,030 1,570,971
Long-term debt 589,600 687,797
Accrued expenses and other liabilities 185,342 220,145

Total liabilities 15,910,912 15,699,799

Equity:
Shareholders� equity:
Preferred stock, $0.01 par value; Authorized - 3,000,000 shares;
Series A issued and outstanding - 56,400 and 224,900 shares 56,400 224,900
Series B issued and outstanding - 400,000 shares (net of discount; $7,266 and $8,574) 392,734 391,426
Common stock, $0.01 par value; authorized - 200,000,000 shares;
Issued - 71,936,357 and 56,607,177 shares 719 566
Paid in capital:
Warrants 13,002 8,719
Additional paid in capital 851,573 722,962
Retained earnings 759,683 781,106
Accumulated other comprehensive loss, net of taxes (34,141) (105,910) 
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Less: Treasury stock, at cost; 3,796,701 and 3,723,527 shares (152,236) (149,650) 

Total Webster Financial Corporation shareholders� equity 1,887,734 1,874,119
Noncontrolling interests 9,640 9,619

Total equity 1,897,374 1,883,738

Total liabilities and equity $ 17,808,286 $ 17,583,537

See accompanying Notes to Condensed Consolidated Financial Statements.
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Three months ended September 30, Nine months ended September 30,
(In thousands, except per share data) 2009 2008 2009 2008
Interest Income:
Loans including fees $ 131,266 $ 175,363 $ 409,566 $ 542,421
Investments securities 52,975 39,210 152,601 116,657
Loans held for sale 716 54 1,713 1,546

Total interest income 184,957 214,627 563,880 660,624

Interest Expense:
Deposits 41,977 57,731 144,867 193,028
Borrowings 16,308 27,715 54,856 87,873

Total interest expense 58,285 85,446 199,723 280,901

Net interest income 126,672 129,181 364,157 379,723
Provision for credit losses 85,000 45,500 236,000 86,300

Net interest income after provision for credit losses 41,672 83,681 128,157 293,423

Non-interest Income:
Deposit service fees 30,844 31,738 88,787 90,114
Loan related fees 5,557 7,171 18,389 21,920
Wealth and investment services 6,160 7,070 17,991 21,660
Mortgage banking activities 1,406 50 5,445 894
Increase in cash surrender value of life insurance 2,692 2,606 7,949 7,810
Impairment losses on investment securities (1,290) (33,507) (28,400) (89,684) 
Net loss on the sale of investment securities (4,728) (2,110) (13,863) (1,861) 
Gain on the exchange of trust preferred securities for common stock �  �  24,336 �  
Gain on early extinguishment of subordinated notes �  �  5,993 �  
Gain on Visa share redemption �  �  1,907 1,625
Other income 3,517 2,731 5,117 5,369

Total non-interest income 44,158 15,749 133,651 57,847

Non-interest Expenses:
Compensation and benefits 59,772 61,314 175,430 187,623
Occupancy 13,572 12,827 41,461 39,637
Furniture and equipment 15,199 14,892 45,627 45,686
Intangible assets amortization 1,421 1,464 4,334 4,476
Marketing 3,802 2,478 10,104 11,061
Outside services 3,628 3,798 10,806 11,657
FDIC deposit insurance assesment 5,942 532 16,491 1,230
FDIC special deposit insurance assesment �  �  8,000 �  
Goodwill impairment �  1,013 �  9,513
Severance and other costs 4,169 1,535 5,722 10,253
Foreclosed and repossessed asset write-downs 2,232 1,968 8,354 2,685
Foreclosed and repossessed asset expenses 1,733 1,496 4,868 2,844
Other expenses 15,616 13,998 43,982 44,061

Edgar Filing: WEBSTER FINANCIAL CORP - Form 10-Q

Table of Contents 6



Total non-interest expenses 127,086 117,315 375,179 370,726

Loss from continuing operations before income tax benefit (41,256) (17,885) (113,371) (19,456) 
Income tax benefit (22,014) (1,878) (51,143) (1,860) 

Loss from continuing operations (19,242) (16,007) (62,228) (17,596) 
Income (loss) from discontinued operations, net of tax �  (518) 313 (3,081) 

Consolidated net loss (19,242) (16,525) (61,915) (20,677) 
Less: Net income attributable to noncontrolling interests 8 14 21 6

Net loss attributable to Webster Financial Corporation (19,250) (16,539) (61,936) (20,683) 
Preferred stock dividends, accretion of preferred stock discount and excess
carrying value over fair value of consideration upon redemption (6,850) (5,209) 31,082 (5,640) 

Net loss applicable to common shareholders $ (26,100) $ (21,748) $ (30,854) $ (26,323) 

See accompanying Notes to Condensed Consolidated Financial Statements.
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS, continued

Three months ended September 30, Nine months ended September 30,
(In thousands, except per share data) 2009 2008 2009 2008
Basic:
Loss from continuing operations, per common share $ (0.39) $ (0.41) $ (0.55) $ (0.45) 
Loss income from discontinued operations, net of tax per common
share �  (0.01) 0.01 (0.06) 

Net loss attributable to Webster Financial Corporation, per common
share $ (0.39) $ (0.42) $ (0.54) $ (0.51) 
Diluted:
Loss from continuing operations, per common share $ (0.39) $ (0.41) $ (1.36) $ (0.45) 
Loss income from discontinued operations, net of tax per common
share �  (0.01) 0.01 (0.06) 

Net loss attributable to Webster Financial Corporation, per common
share $ (0.39) $ (0.42) $ (1.35) $ (0.51) 

Dividends per common share $ 0.01 $ 0.30 $ 0.03 $ 0.90
See accompanying Notes to Condensed Consolidated Financial Statements.
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Nine months ended September 30, 2009

(In thousands, except share and per

share data)
Preferred

Stock
Common

Stock
Paid-in
Capital

Retained
Earnings

Treasury
Stock

Accumulated
Other

Comprehensive
Loss

Non controlling
interests Total

Balance, December 31, 2008 $ 616,326 $ 566 $ 731,681 $ 781,106 $ (149,650) $ (105,910) $ 9,619 $ 1,883,738
Cumulative effect of change in
accounting principle �  �  �  11,431 �  (11,431) �  �  
Comprehensive (loss) income:
Net (loss) income �  �  �  (61,936) �  �  21 (61,915) 
Other comprehensive income, net of
taxes �  �  �  �  �  83,200 �  83,200

Comprehensive income 21,285
Dividends paid on common stock of
$.03 per share �  �  �  (1,736) �  �  �  (1,736) 
Dividends paid on Series A preferred
stock $63.75 per share �  �  �  (10,757) �  �  �  (10,757) 
Dividends incurred on Series B
preferred stock $37.50 per share �  �  �  (15,006) �  �  �  (15,006) 
Subsidiary preferred stock dividends
$0.65 per share �  �  �  (646) �  �  �  (646) 
Repurchase of 17,774 common shares �  �  �  �  (152) �  �  (152) 
Accretion of preferred stock discount 1,308 �  �  (1,308) �  �  �  �  
Stock-based compensation expense �  �  1,612 �  �  �  �  1,612
Restricted stock grants and expense �  �  7,414 222 (3,129) �  �  4,507
Conversion of Series A preferred
stock (168,500) 60 48,906 58,792 �  �  �  (60,742) 
Extinguishment of Trust Preferred
Securities �  53 36,780 �  �  �  �  36,833
Issuance of common stock and
warrants �  40 38,206 (479) 695 �  �  38,462
Series B preferred stock and warrant
issuance costs �  �  (24) �  �  �  �  (24) 

Balance, September 30, 2009 $ 449,134 $ 719 $ 864,575 $ 759,683 $ (152,236) $ (34,141) $ 9,640 $ 1,897,374
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Nine months ended September 30, 2008

(In thousands, except share and per

share data)
Preferred

Stock
Common

Stock
Paid-in
Capital

Retained
Earnings

Treasury
Stock

Accumulated
Other

Comprehensive
Loss

Non
controlling

interests Total
Balance, December 31, 2007 $ �  $ 566 $ 734,604 $ 1,183,621 $ (166,263) $ (15,896) $ 9,615 $ 1,746,247
Comprehensive (loss) income:
Net (loss) income �  �  �  (20,683) �  �  6 (20,677) 
Other comprehensive loss, net of taxes �  �  �  �  �  (70,285) �  (70,285) 

Comprehensive loss (90,962) 
Dividends paid on common stock of
$.90 per share �  �  �  (47,261) �  �  �  (47,261) 
Dividends paid on Series A Preferred
stock $22.19 per share �  �  �  (4,994) �  �  �  (4,994) 
Subsidiary preferred stock dividends
$0.65 per share �  �  �  (646) �  �  �  (646) 
Exercise of stock options, including
excess tax benefits �  �  (228) �  760 �  �  532
Repurchase of 13,142 common shares �  �  �  �  (382) �  �  (382) 
Stock-based compensation expense �  �  1,989 �  �  �  �  1,989
Restricted stock grants and expense �  �  (3,772) �  8,760 �  �  4,988
Issuance of Series A preferred stock 225,000 �  (7,398) �  �  �  �  217,602
EITF 06-4 Adoption �  �  �  (923) �  �  �  (923) 

Balance, September 30, 2008 $ 225,000 $ 566 $ 725,195 $ 1,109,114 $ (157,125) $ (86,181) $ 9,621 $ 1,826,190

See accompanying Notes to Condensed Consolidated Financial Statements.
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Nine months ended September 30,
(In thousands) 2009 2008
Operating Activities:
Net loss $ (61,915) $ (20,677) 
Income (loss) from discontinued operations, net of tax 313 (3,081) 

Loss from continuing operations (62,228) (17,596) 
Adjustments to reconcile loss from continuing operations to net cash provided by operating
activities:
Provision for credit losses 236,000 86,300
Depreciation and amortization 46,951 42,541
Gain on early extinguishment of subordinated notes (4,504) �  
Gain on exchange of trust preferred securities for common stock (24,336) �  
Stock-based compensation 6,119 6,977
Foreclosed and repossessed asset write-downs 8,354 2,685
Write-down of fixed assets 661 �  
Goodwill impairment �  9,513
Impairment losses on investment securities 28,400 89,684
Net loss on the sale of investment securities 13,863 1,861
Decrease in trading securities 76 1,296
Increase in cash surrender value of life insurance (7,949) (7,810) 
Death benefits (1,106) �  
Net (increase) decrease in loans held for sale (12,481) 218,321
Net increase in prepaid expenses and other assets (84,992) (28,297) 
Net decrease in accrued expenses and other liabilities (32,115) (10,580) 

Net cash provided by operating activities 110,713 394,895

Investing Activities:
Net increase in short-term investments (338,464) (1,337) 
Purchases of securities, available for sale (1,236,643) (428,279) 
Proceeds from maturities and principal payments of securities, available for sale 174,989 18,370
Proceeds from sales of securities, available for sale 417,317 27,776
Purchases of held-to-maturity securities (355,801) (88,582) 
Proceeds from maturities and principal payments of held-to-maturity securities 375,913 163,929
Purchases of FHLB and FRB stock (6,000) (23,912) 
Net decrease (increase) in loans 467,747 (499,038) 
Life insurance proceeds 2,056 �  
Proceeds from sale of foreclosed properties 24,548 9,912
Net purchases of premises and equipment, net of sales proceeds (21,967) (22,671) 

Net cash used for investing activities (496,305) (843,832) 

Financing Activities:
Net increase (decrease) in deposits 1,730,915 (580,283) 
Proceeds from FHLB advances 9,452,286 77,132,552
Repayments of FHLB advances (10,121,767) (76,826,409) 
Net (decrease) increase in securities sold under agreements to repurchase and other short-term
borrowings (697,501) 451,506
Repayment of long-term debt (15,928) �  
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Issuance costs for Series B Preferred Stock (24) �  
Issuance of Series A Preferred Stock, net �  217,602
Conversion of Series A Preferred Stock (58,975) �  
Cash dividends to common shareholders (1,736) (47,261) 
Cash dividends to preferred shareholders of consolidated affiliate (646) (646) 
Cash dividends paid to preferred shareholders (25,426) (4,994) 
Exercise of stock options �  532
Common stock issued 38,462 �  
Common stock repurchased (152) (382) 

Net cash provided by financing activities 299,508 342,217

See accompanying Notes to Condensed Consolidated Financial Statements.
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS, continued

Nine months ended September 30,
(In thousands) 2009 2008

Cash Flows from Discontinued Operations:
Operating activities $ 313 $ (2,659) 
Proceeds from sale of discontinued operations �  23,920

Net cash provided by discontinued operations 313 21,261

Net decrease in cash and cash equivalents (85,771) (85,459) 
Cash and cash equivalents at beginning of period 259,208 306,654

Cash and cash equivalents at end of period $ 173,437 $ 221,195

Supplemental disclosure of cash flow information:
Interest paid $ 204,580 $ 282,406
Income taxes paid 2,805 25,478

Noncash investing and financing activities:
Mortgage loans securitized and transferred to mortgage-backed securities - government sponsored
enterprises (�GSE�) held-to-maturity $ 203,030 $ �  
Transfer of loans and leases, net to foreclosed properties 40,400 27,191
Issuance of loan to finance sale of subsidiary �  18,000
Gain on early extinguishment of fair value hedge of subordinated debt 1,489 �  
Transfer of property from premises and equipment to assets held for disposition 2,057 900
Transfer of loans and leases, net to assets held for disposition 3,248 �  
Transfer of deposits to liabilities held for disposition 15,075 �  
Unsettled trade to sell securities �  10,496
Unsettled trade to acquire brokered deposit �  58,500

Extinguishment of junior subordinated notes through issuance of common stock
Carrying value of junior subordinated notes extinguished (63,773) �  
Fair value of common stock issued 39,307 �  
Recognition of deferred gain on cash flow hedge (674) �  

Conversion of Series A Preferred Stock:
Carrying value of Series A Preferred Stock converted, net of cash paid upon conversion (103,979) �  
Fair value of common stock issued 45,187 �  

Sale transactions:
Fair value of noncash assets sold $ �  $ 40,833
Fair value of liabilities extinguished �  7,117
See accompanying Notes to Condensed Consolidated Financial Statements.
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements

(Unaudited)

NOTE 1: Summary of Significant Accounting Policies

Nature of Operations. Webster Financial Corporation (�Webster� or the �Company�) is a financial holding company and a bank holding company
headquartered in Waterbury, Connecticut that delivers, through its subsidiaries, financial services to individuals, families and businesses
throughout southern New England and into eastern New York State. Webster also offers equipment financing, asset-based lending, health
savings accounts and insurance premium financing on a national basis and commercial real estate lending on a regional basis. The Company sold
its insurance premium financing subsidiary on November 2, 2009. See Note 19 � Subsequent Events for additional information.

Basis of Presentation. The condensed consolidated financial statements in this Quarterly Report on Form 10-Q include the accounts of Webster
and all other entities in which Webster has a controlling financial interest (collectively referred to as �Webster� or the �Company�). All significant
intercompany balances and transactions have been eliminated in consolidation. The accounting and financial reporting policies Webster follows
conform, in all material respects, to accounting principles generally accepted in the United States (�GAAP�) and to general practices within the
financial services industry.

The condensed consolidated financial statements in this Quarterly Report on Form 10-Q have not been audited by an independent registered
public accounting firm, but in the opinion of management, reflect all adjustments necessary for a fair presentation of the Company�s financial
position and results of operations. The Company made certain adjustments related to prior periods (See Note 14 - Earnings Per Common Share
for additional information). Otherwise, all such adjustments were of a normal and recurring nature. The condensed consolidated financial
statements have been prepared in accordance with accounting principles generally accepted in the United States for interim financial information
and with the instructions to Form 10-Q adopted by the Securities and Exchange Commission (�SEC�). Accordingly, the condensed consolidated
financial statements do not include all of the information and footnotes required by accounting principles generally accepted in the United States
for complete financial statements and should be read in conjunction with the Company�s consolidated financial statements, and notes thereto, for
the year ended December 31, 2008, included in Webster�s Annual Report on Form 10-K filed with the SEC on March 2, 2009 (the �2008 Form
10-K�). Operating results for the interim periods disclosed herein are not necessarily indicative of the results that may be expected for a full year
or any future period. Webster has evaluated subsequent events for potential recognition and/or disclosure through November 6, 2009, the date
the condensed consolidated financial statements included in this Quarterly Report on Form 10-Q were filed with the SEC.

Use of Estimates. The preparation of the condensed consolidated financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the condensed consolidated financial statements. Actual results could differ from
those estimates. The allowance for credit losses, the fair values of financial instruments, the deferred tax asset valuation allowance and the status
of goodwill evaluation are particularly subject to change.

Accounting Standards Codification. The Financial Accounting Standards Board�s (�FASB�) Accounting Standards Codification (�ASC�) became
effective on July 1, 2009. At that date, the ASC became FASB�s officially recognized source of authoritative GAAP applicable to all public and
non-public non-governmental entities, superseding existing FASB, American Institute of Certified Public Accountants (�AICPA�), Emerging
Issues Task Force (�EITF�) and related literature. Rules and interpretive releases of the SEC under the authority of federal securities laws are also
sources of authoritative GAAP for SEC registrants. All other accounting literature is considered non-authoritative. The switch to the ASC affects
the away companies refer to GAAP in financial statements and accounting policies. Citing particular content in the ASC involves specifying the
unique numeric path to the content through the Topic, Subtopic, Section and Paragraph structure.

Comprehensive Income. Comprehensive income includes all changes in equity during a period, except those resulting from transactions with
shareholders. Besides net income, other components of Webster�s comprehensive income include the after tax effect of changes in the net
unrealized gain/loss on securities available for sale, changes in the net actuarial gain/loss on defined benefit post-retirement benefit plans and
changes in the accumulated gain/loss on effective cash flow hedging instruments. Comprehensive income for the nine months ended
September 30, 2009 and 2008 is reported in the accompanying condensed consolidated statements of changes in equity.

Earnings Per Share. Effective January 1, 2009, the Company adopted new authoritative accounting guidance under FASB ASC Topic 260,
�Earnings Per Share,� which provides that unvested share-based payment awards that contain nonforfeitable rights to dividends or dividend
equivalents (whether paid or unpaid) are participating securities and shall be included in the computation of earnings per share pursuant to the
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two-class method. The Company has determined that its outstanding non-vested restricted stock awards are participating securities. Accordingly,
effective January 1, 2009, earnings per common share is computed using the two-class method prescribed under FASB ASC Topic 260. All
previously reported earnings per common share data has been retrospectively adjusted to conform to the new computation method.
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Reclassifications. Certain items previously reported have been reclassified to conform to the current period�s condensed consolidated financial
statement presentation.

NOTE 2 - New Authoritative Accounting Guidance

As discussed in Note 1 � Summary of Significant Accounting Policies, on July 1, 2009, the Accounting Standards Codification became FASB�s
officially recognized source of authoritative GAAP applicable to all public and non-public non-governmental entities, superseding existing
FASB, AICPA, EITF and related literature. Rules and interpretive releases of the SEC under the authority of federal securities laws are also
sources of authoritative GAAP for SEC registrants. All other accounting literature is considered non-authoritative. The switch to the ASC affects
the way companies refer to U.S. GAAP in financial statements and accounting policies. Citing particular content in the ASC involves specifying
the unique numeric path to the content through the Topic, Subtopic, Section and Paragraph structure.

FASB ASC Topic 320, �Investments � Debt and Equity Securities.� New authoritative accounting guidance under FASB ASC Topic 320,
�Investments � Debt and Equity Securities,� (i) changes existing guidance for determining whether an impairment is other than temporary to debt
securities and (ii) replaces the existing requirement that the entity�s management assert it has both the intent and ability to hold an impaired
security until recovery with a requirement that management assert: (a) it does not have the intent to sell the security; and (b) it is more likely than
not it will not have to sell the security before recovery of its cost basis. Under FASB ASC Topic 320, declines in the fair value of
held-to-maturity and available-for-sale securities below their cost that are deemed to be other than temporary are reflected in earnings as realized
losses to the extent the impairment is related to credit losses. The amount of the impairment related to other factors is recognized in other
comprehensive income. The Company adopted the provisions of the new authoritative accounting guidance under FASB ASC Topic 320 during
the second quarter of 2009. Adoption of the new guidance resulted in the reclassification of $17.6 million ($11.4 million, net of tax) of
non-credit related other-than-temporary impairment to other comprehensive income which had previously been recognized in earnings. See Note
3 � Investment Securities for additional information.

FASB ASC Topic 715, �Compensation � Retirement Benefits.� New authoritative accounting guidance under FASB ASC Topic 715,
�Compensation � Retirement Benefits,� provides guidance related to an employer�s disclosures about plan assets of defined benefit pension or other
post-retirement benefit plans. Under FASB ASC Topic 715, disclosures should provide users of financial statements with an understanding of
how investment allocation decisions are made, the factors that are pertinent to an understanding of investment policies and strategies, the major
categories of plan assets, the inputs and valuation techniques used to measure the fair value of plan assets, the effect of fair value measurements
using significant unobservable inputs on changes in plan assets for the period and significant concentrations of risk within plan assets. The
disclosures required by FASB ASC Topic 715 will be included in the Company�s financial statements beginning with the consolidated financial
statements for the year-ended December 31, 2009.
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NOTE 3: Investment Securities

The following table presents a summary of the cost and fair value of Webster�s investment securities. For securities classified as available for
sale, the following table shows the unrealized gains and losses (pre-tax) in accumulated other comprehensive income, by security type.

As of September 30, 2009 As of December 31, 2008
Gross Gross

Amortized
Cost

(a)(b)(c)

Unrealized

Fair Value
Amortized

Cost

Unrealized

Fair Value(Dollars in thousands) Gains Losses Gains Losses

Trading:
Municipal bonds and notes $ �  $ 77

Available for Sale:
U.S. Treasury Bills $ 200 $ �  $ �  $ 200 $ 1,998 $ 2 $ �  $ 2,000
Agency notes - GSE 130,215 77 (160) 130,132 �  �  �  �  
Agency collateralized mortgage obligations (�CMOs�) -
GSE 97,469 69 (417) 97,121 �  �  �  �  
Single issuer trust preferred securities (a) 55,656 �  (16,069) 39,587 55,558 �  (24,737) 30,821
Pooled trust preferred securities (b) 77,610 10,660 (5,519) 82,751 104,052 �  (41,355) 62,697
Equity securities (c) 8,625 479 (525) 8,579 30,925 2,024 (2,174) 30,775
Mortgage-backed securities - GSE 1,412,806 38,470 (909) 1,450,367 972,323 16,592 (152) 988,763
Mortgage-backed securities - other 133,883 36 (30,373) 103,546 133,814 �  (60,165) 73,649

Total available for sale $ 1,916,464 $ 49,791 $ (53,972) $ 1,912,283 $ 1,298,670 $ 18,618 $ (128,583) $ 1,188,705

Held-to-maturity:
Municipal bonds and notes $ 688,481 $ 33,865 $ (321) $ 722,025 $ 700,365 $ 9,627 $ (14,481) $ 695,511
Mortgage-backed securities - GSE 1,956,713 70,955 (913) 2,026,755 1,751,679 43,912 �  1,795,591
Mortgage-backed securities - other 57,687 �  (191) 57,496 70,467 �  (1,824) 68,643

Total held-to-maturity $ 2,702,881 $ 104,820 $ (1,425) $ 2,806,276 $ 2,522,511 $ 53,539 $ (16,305) $ 2,559,745

Total Investment Securities $ 4,619,345 $ 154,611 $ (55,397) $ 4,718,559 $ 3,821,181 $ 72,157 $ (144,888) $ 3,748,527

(a) Amortized cost is net of $10.0 million of credit related other-than-temporary impairments at September 30, 2009.
(b) Amortized cost is net of $49.7 million of credit related other-than-temporary impairments at September 30, 2009.
(c) Amortized cost is net of $27.9 million of other-than-temporary impairments at September 30, 2009.
For securities deemed to be other-than-temporarily impaired the amortized cost reflects previous other-than-temporary impairment (�OTTI�)
charges recognized in earnings. In accordance with the disclosure requirements of FASB ASC Topic 320, previously recorded impairment
charges not related to credit loss should be reclassified from retained earnings and recorded as a component of other comprehensive income
(�OCI�). As a result, the Company recorded a cumulative effect adjustment that increased retained earning and decreased OCI by $17.6 million, or
$11.4 million net of tax, respectively.

Securities with a carrying value totaling $2.6 billion at September 30, 2009 and $2.5 billion at December 31, 2008 were pledged to secure public
funds, trust deposits, repurchase agreements and for other purposes, as required or permitted by law.

The amortized cost and fair value of securities at September 30, 2009, by contractual maturity, are set forth below.
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Available for Sale Held-to-Maturity

(Dollars in thousands)
Amortized

Cost
Fair

Value
Amortized

Cost
Fair

Value

Due in one year or less $ 50,329 $ 50,255 $ 4,799 $ 4,808
Due after one year through five years 80,086 80,077 3,310 3,351
Due after five through ten years 24,046 13,220 443,194 463,766
Due after ten years 1,753,378 1,760,152 2,251,578 2,334,351

Totals $ 1,907,839 $ 1,903,704 $ 2,702,881 $ 2,806,276

For the purposes of the maturity schedule, mortgage-backed securities, which are not due at a single maturity date, have been allocated over
maturity groupings based on the expected maturity of the underlying collateral. Actual maturities may differ from contractual maturities because
certain borrowers have the right to call or prepay obligations with or without call or prepayment penalties. At September 30, 2009, the Company
had $763.8 million of callable securities in its investment portfolio.
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At September 30, 2009 and December 31, 2008, the Company had no investments in obligations of individual states, counties, or municipalities,
which exceed 10% of shareholder�s equity.

Management evaluates securities for OTTI. Consideration is given to, among other qualitative factors; current market conditions, fair value in
relationship to cost, extent and nature of change in fair value, issuer rating changes and trends, volatility of earnings, current analysts�
evaluations, all available information relevant to the collectability of debt securities, the Company�s ability and intent to hold investments until a
recovery of fair value, which may be maturity, and whether it is more likely than not that the Company will be required to sell the security
before recovery of its amortized cost.

The following table provides information on the gross unrealized losses and fair value of the Company�s investment securities with unrealized
losses that are not deemed to be other-than-temporarily impaired, aggregated by investment security category and length of time that individual
investment securities have been in a continuous unrealized loss position at September 30, 2009.

As of September 30, 2009
Less Than Twelve Months Twelve Months or Longer Total

(Dollars in thousands)
# of

Holdings
Fair

Value
Unrealized

Losses Fair Value
Unrealized

Losses
Fair

Value
Unrealized

Losses

Available for Sale:
Agency notes-GSE 2 $ 80,056 $ (160) $ �  $ �  $ 80,056 (160) 
Agency CMOs-GSE 1 45,366 (417) �  �  45,366 (417) 
Single issuer trust preferred securities 11 2,446 (2,551) 37,141 (13,518) 39,587 (16,069) 
Pooled trust preferred securities 8 21,539 (2,067) 39,112 (3,452) 60,651 (5,519) 
Equity securities 75 4,835 (525) �  �  4,835 (525) 
Mortgage-backed securities-GSE 19 302,975 (909) �  �  302,975 (909) 
Mortgage-backed securities-other 6 �  �  93,476 (30,373) 93,476 (30,373) 

Total available for sale 122 $ 457,217 $ (6,629) $ 169,729 $ (47,343) $ 626,946 $ (53,972) 

Held-to-maturity:
Municipal bonds and notes 26 $ 874 $ (3) $ 14,324 $ (318) $ 15,198 $ (321) 
Mortgage-backed securities-GSE 4 153,651 (913) �  �  153,651 (913) 
Mortgage-backed securities-other 3 �  �  56,431 (191) 56,431 (191) 

Total held-to-maturity 33 $ 154,525 $ (916) $ 70,755 $ (509) $ 225,280 $ (1,425) 

Total investment securities 155 $ 611,742 $ (7,545) $ 240,484 $ (47,852) $ 852,226 $ (55,397) 
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The following table provides information on the gross unrealized losses and fair value of Webster�s investment securities with unrealized losses
that are not deemed to be other-than-temporarily impaired, aggregated by investment security category and length of time that individual
investment securities have been in a continuous unrealized loss position at December 31, 2008.

(Dollars in thousands)

As of December 31, 2008
Less Than Twelve Months Twelve Months or Longer Total

# of
holdings Fair Value

Unrealized
Losses Fair Value

Unrealized
Losses Fair Value

Unrealized
Losses

Available for Sale:
Single issuer trust preferred securities 9 $ 2,302 $ (1,734) $ 23,557 $ (23,003) $ 25,859 $ (24,737) 
Pooled trust preferred securities 6 2,814 (7,000) 26,094 (34,355) 28,908 (41,355) 
Equity securities 86 9,028 (2,171) 15 (3) 9,043 (2,174) 
Mortgage-backed securities-GSE 3 17,843 (8) 45,942 (144) 63,785 (152) 
Mortgage-backed securities-other 7 50,319 (24,399) 23,330 (35,766) 73,649 (60,165) 

Total available for sale 111 $ 82,306 $ (35,312) $ 118,938 $ (93,271) $ 201,244 $ (128,583) 

Held-to-maturity:
Municipal bonds and notes 358 $ 273,335 $ (10,617) $ 56,820 $ (3,864) $ 330,155 $ (14,481) 
Mortgage-backed securities-other 3 �  �  68,643 (1,824) 68,643 (1,824) 

Total held-to-maturity 361 $ 273,335 $ (10,617) $ 125,463 $ (5,688) $ 398,798 $ (16,305) 

Total investment securities 472 $ 355,641 $ (45,929) $ 244,401 $ (98,959) $ 600,042 $ (144,888) 

The following summarizes, by investment security type, the basis for the conclusion that the applicable investment securities within the
Company�s available for sale portfolio were not other-than-temporarily impaired at September 30, 2009. The Company made this determination
by reviewing various qualitative and quantitative factors regarding each investment category such as; current market conditions, extent and
nature of change in fair value, issuer rating changes and trends, volatility of earnings, and current analysts� evaluations.

Trust Preferred Securities � Pooled Issuers � At September 30, 2009, the fair value of the pooled trust preferred securities was $82.8 million, an
increase of $20.1 million from the fair value of $62.7 million at December 31, 2008. The increase in fair value is directly related to a $43.1
million favorable improvement in the market value of these securities offset by the sale of $23.0 million. The gross unrealized loss of $5.5
million at September 30, 2009 is primarily attributable to increasing levels of deferrals and defaults of the underlying issuers in the pools, as well
as changes in interest rates, including a liquidity spread premium to reflect the inactive and illiquid nature of the trust preferred securities market
at this time.

The pooled trust preferred portfolio consists of various classes in fourteen collateralized debt obligations (�CDOs�) containing predominantly bank
and insurance collateral that are investment grade and below investment grade. The Company employs an internal CDO model for projection of
future cash flows and discounting those cash flows to a net present value. An internal model is used to value the securities due to the continued
inactive market and illiquid nature of pooled trust preferreds in the entire capital structure. Each underlying issuer in the pools is rated internally
using the latest financial data on each institution, and future deferrals, defaults and losses are then estimated on the basis of continued stress in
the financial markets. Further, all current and projected deferrals are not assumed to cure, and all current and projected defaults are assumed to
have no recovery value. The resulting net cash flows are then discounted at current market levels for similar types of products that are actively
trading. To determine potential OTTI due to credit losses, management compares the amortized cost to the present value of expected cash flows
adjusted for deferrals and defaults using the purchased discount margin. Other factors considered include an analysis of excess subordination and
temporary interest shortfall coverage. Based on the valuation analysis as of September 30, 2009, management expects to fully recover amortized
cost. However, additional interest deferrals and /or defaults could result in future OTTI charges. These securities are monitored closely as this
sector of the portfolio has been associated with the majority of previously recorded impairment charges.
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The following table summarizes pertinent information that was considered by management in determining if OTTI existed in the current
reporting period.

Trust Preferred Securities - Pooled Issuers

Deal Name Class
Unrealized

Lowest Credit
Ratings as of

Total
Other-Than-
Temporary

Impairment thru

Number of
Performing
Banks and

Current

Deferrals/

Defaults

(As a % of
Amortized Fair September 30, September 30, Insurance Cos. Remaining

Cost (b) Gains (Losses) Value 2009 (a) 2009 In Issuance Collateral)
(Dollars in thousands)

Security A MEZ $ 814 $ 568 $ �  $ 1,382 CC $ (1,866) 29 19.5% 
Security B C 918 1,513 �  2,431 CCC (4,094) 17 9.0
Security C (c) B 1,270 �  (255) 1,015 CC (6,254) 43 24.7
Security D (c) B 1,986 421 �  2,407 CCC (7,773) 71 17.4
Security E B 2,110 1,656 �  3,766 CC (7,909) 40 22.3
Security F C 2,492 5,438 (119) 7,811 C (10,850) 43 18.3
Security G B 3,425 1,064 (10) 4,479 CCC (3,479) 63 21.6
Security H B 3,511 �  (218) 3,293 B (322) 29 4.6
Security I B 4,489 �  (338) 4,151 B (337) 17 9.0
Security J B 5,233 �  (474) 4,759 B (806) 31 4.2
Security K A 8,646 �  (726) 7,920 B (697) 62 30.1
Security L B 8,798 �  (653) 8,145 B (779) 24 5.8
Security M (c) A 8,849 �  (642) 8,207 B (3,399) 69 26.3
Security N B 25,069 �  (2,084) 22,985 AA (1,104) 31 4.2

$ 77,610 $ 10,660 $ (5,519) $ 82,751 $ (49,669) 

(a) The Company utilized credit ratings provided by Moody�s, S&P and Fitch in its evaluation of issuers.
(b) For the securities deemed impaired, the amortized cost reflects previous OTTI recognized in earnings.
(c) OTTI of $1.2 million was recognized on these three securities during the three months ended September 30, 2009.
Based on the review of the qualitative and quantitative factors presented above, with the exception of the three securities noted above, the
remaining securities were not deemed to be other-than-temporarily impaired at September 30, 2009 as the Company does not intend to sell these
investments and has determined, based upon available evidence that it is more likely than not that the Company will not be required to sell the
security before the recovery of its amortized cost.

Trust Preferred Securities � Single Issuers � At September 30, 2009, the fair value of the single issuer trust preferred portfolio was $39.6
million, an increase of $8.8 million from the fair value of $30.8 million at December 31, 2008. The increase in fair value is directly related to the
favorable improvement in the market value of these securities. The single issuer portfolio consists mainly of three large cap, money center
financial institutions and one mid-sized regional financial institution. During the quarter, two of the issuers were downgraded. However,
impairment was not warranted due to the issuers� continued ability to service their debt and indications of stabilization in their capital structures,
as evidenced by the U.S. Treasury�s purchase of capital purchase program (�CPP�) preferred stock in each institution as well as other capital raising
strategies employed.
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The following table summarizes pertinent information that was considered by management in determining if OTTI existed within the single
issuer trust preferred securities portfolio in the current reporting period.

Trust Preferred Securities - Single Issuers

Deal Name
Amortized

Cost (a)
Unrealized

Losses
Fair

Value

Lowest Credit
Ratings as of

September 30,
2009

Total
Other-Than-
Temporary

Impairment thru
September 30,

2009
(Dollars in thousands)

Security A $ 4,998 $ (2,551) $ 2,447 CC $ (10,009) 
Security B 16,310 (4,910) 11,400 B �  
Security C 8,539 (1,906) 6,633 BBB �  
Security D 11,611 (3,064) 8,547 BBB �  
Security E 14,198 (3,638) 10,560 BBB �  

$ 55,656 $ (16,069) $ 39,587 $ (10,009) 

(a) For the securities deemed impaired, the amortized cost reflects previous OTTI recognized in earnings.
Agency notes � GSE � The unrealized losses on the Company�s investment in agency notes was $0.2 million at September 30, 2009. The
contractual cash flows for these investments are performing as expected. As the decline in market value is attributable to changes in interest rates
and not due to underlying credit deterioration, and because management does not have the intent to sell the security, and it is more likely than
not that it will not have to sell the security before recovery of its cost basis, the Company does not consider these investments to be
other-than-temporarily impaired at September 30, 2009.

Agency CMOs � GSE � The unrealized losses on the Company�s investment in agency CMOs was $0.4 million at September 30, 2009. The
contractual cash flows for these investments are performing as expected. As the decline in market value is attributable to changes in interest rates
and not due to underlying credit deterioration, and because management does not have the intent to sell the security, and it is more likely than
not that it will not have to sell the security before recovery of its cost basis, the Company does not consider these investments to be
other-than-temporarily impaired at September 30, 2009.

Equity securities � The unrealized losses on the Company�s investment in equity securities decreased to $0.5 million at September 30, 2009 from
$2.2 million at December 31, 2008 after the OTTI charge of $44 thousand and $3.5 million for the three and nine months ended September 30,
2009. This portfolio consists primarily of investments in the common stock of small cap financial institutions based in New England ($6.1
million of the total fair value and $0.5 million of the total unrealized losses at September 30, 2009), auction rate preferred securities ($2.1
million of the total fair value at September 30, 2009), and perpetual preferred stock of GSEs ($0.4 million of the total fair value at September 30,
2009). When estimating the recovery period for equity securities in an unrealized loss position, management utilizes analyst forecasts, earnings
assumptions and other company specific financial performance metrics. In addition, this assessment incorporates general market data, industry
and sector cycles and related trends to determine a reasonable recovery period. The Company evaluated the near-term prospects of the issuers in
relation to the severity and duration of the impairment. The Company has determined that these securities were not deemed to be
other-than-temporarily impaired at September 30, 2009.

Mortgage-backed securities � GSE � The unrealized losses on the Company�s investment in residential mortgage-backed securities issued by the
GSEs increased to $0.9 million at September 30, 2009 from $0.2 million at December 31, 2008. The contractual cash flows for these
investments are performing as expected. As the decline in market value is attributable to changes in interest rates and not due to underlying
credit deterioration, and because management does not have the intent to sell the security, and it is more likely than not that it will not have to
sell the security before recovery of its cost basis, the Company does not consider these investments to be other-than-temporarily impaired at
September 30, 2009.

Mortgage-backed securities � other � The unrealized losses on the Company�s investment in commercial mortgage-backed securities issued by
entities other than GSEs decreased to $30.4 million at September 30, 2009 from $60.2 million at December 31, 2008. The contractual cash flows
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for these investments are performing as expected. As the decline in market value is attributable to changes in interest rates and not due to
underlying credit deterioration, and because management does not have the intent to sell the security, and it is more likely than not that it will
not have to sell the security before recovery of its cost basis, the Company does not consider these investments to be other-than-temporarily
impaired at September 30, 2009.
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The following summarizes by investment security type the basis for the conclusion that the applicable investment securities within the
Company�s held-to-maturity portfolio were not other-than-temporarily impaired at September 30, 2009:

Municipal bonds and notes � The unrealized losses on the Company�s investment in municipal bonds and notes decreased to $0.3 million at
September 30, 2009 from $14.5 million at December 31, 2008. Nearly all of $0.3 million unrealized losses at September 30, 2009 had been in an
unrealized loss position for twelve consecutive months or longer as compared to $3.9 million of the $14.5 million at December 31, 2008. These
securities are primarily insured AA and A rated general obligation bonds with stable ratings. The unrealized loss was concentrated in 26
municipal bonds and notes with a fair value of $15.2 million. The Company does not intend to sell these investments and has determined, based
upon available evidence, that it is more likely than not that the Company will not be required to sell the security before the recovery of its
amortized cost, therefore the Company has determined that these investments were not other-than-temporarily impaired at September 30, 2009.

Mortgage-backed securities � GSE � The unrealized losses on the Company�s investment in residential mortgage-backed securities issued by the
GSEs increased $0.9 million at September 30, 2009. The contractual cash flows for these investments are performing as expected. As the decline
in market value is attributable to changes in interest rates and not due to underlying credit deterioration, and because management does not have
the intent to sell the security and it is more likely than not that it will not have to sell the security before recovery of its cost basis, the Company
does not consider these investments to be other-than-temporarily impaired at September 30, 2009.

Mortgage-backed securities � other � The unrealized losses on the Company�s investment in residential mortgage-backed securities issued by
entities other than GSEs decreased to $0.2 million at September 30, 2009 from $1.8 million at December 31, 2008. All of the unrealized losses at
September 30, 2009 and December 31, 2008 had been in an unrealized loss position for twelve consecutive months or longer. These securities
carry AAA ratings and are currently performing as expected. The unrealized loss was concentrated in three securities with a total fair value of
$56.4 million. The Company does not intend to sell these investments and has determined, based upon available evidence, that it is more likely
than not that the Company will not be required to sell the security before the recovery of its amortized cost and therefore the Company has
determined that these investments were not other-than-temporarily impaired at September 30, 2009.

There were no significant credit downgrades on held-to-maturity securities during the third quarter of 2009, and they are currently performing as
anticipated. Management expects that recovery of these temporarily impaired securities will occur over the weighted-average estimated
remaining life of these securities.

For the three and nine months ended September 30, 2009 and 2008, proceeds from the sale of available for sale securities were $7.0 million and
$417.3 million and $21.5 million and $27.8 million, respectively. Gross gains and losses realized from the sale of trading and available for sale
securities were $0.5 million and ($5.2) million and $0.5 million and ($2.6) million, respectively, and $6.5 million and ($20.3) million and $1.3
million and ($3.2) million, respectively for the three and nine months ended September 30, 2009 and 2008. When securities are sold, the
adjusted cost of the specific security sold is used to compute the gain or loss on the sale. The following tables summarize the impact of net
realized gains and losses on sales of securities and the impact of the recognition of other-than-temporary impairments for the three and nine
months ended September 30, 2009 and 2008.

Three months ended September 30,
2009 2008

OTTI OTTI
Charges(In thousands) Gains Losses Charges Net Gains Losses Net

Trading securities:
Municipal bonds and notes $ �  $ �  $ �  $ �  $ 327 $ (106) $ �  $ 221

Total trading �  �  �  �  327 (106) �  221

Available for sale:
Pooled trust preferred securities 11 (4,821) (1,246) (6,056) �  �  (24,482) (24,482) 
Equity securities 476 (394) (44) 38 201 (2,532) (9,025) (11,356) 

Total available for sale 487 (5,215) (1,290) (6,018) 201 (2,532) (33,507) (35,838) 

Total $ 487 $ (5,215) $ (1,290) $ (6,018) $ 528 $ (2,638) $ (33,507) $ (35,617) 

Edgar Filing: WEBSTER FINANCIAL CORP - Form 10-Q

Table of Contents 24



16

Edgar Filing: WEBSTER FINANCIAL CORP - Form 10-Q

Table of Contents 25



Table of Contents

Nine months ended September 30,
2009 2008

OTTI
Charges

OTTI
Charges (a)(In thousands) Gains Losses Net Gains Losses Net

Trading securities:
Municipal bonds and notes $ �  $ (1) $ �  $ (1) $ 699 $ (563) $ �  $ 136
Other �  �  �  �  18 �  �  18

Total trading �  (1) �  (1) 717 (563) �  154

Available for sale:
Agency notes-GSE �  �  �  �  23 �  �  23
Pooled trust preferred securities 11 (16,732) (24,856) (41,577) 286 (58) (66,102) (65,874) 
Equity securities 779 (3,616) (3,544) (6,381) 281 (2,545) (21,717) (23,981) 
Mortgage-backed securities 5,696 �  �  5,696 �  �  �  �  

Total available for sale 6,486 (20,348) (28,400) (42,262) 590 (2,603) (87,819) (89,832) 

Total $ 6,486 $ (20,349) $ (28,400) $ (42,263) $ 1,307 $ (3,166) $ (87,819) $ (89,678) 

(a) OTTI charges for the nine months ended September 30, 2008 exclude OTTI charges of $1.9 million taken on the Company�s direct
investments. Direct investments are included in other assets in the accompanying condensed consolidated balance sheets.

The following is a roll forward of the amount of credit related OTTI recognized in earnings for the three and nine months ended September 30,
2009:

(In thousands)

Three months ended
September 30,

2009
Nine months ended
September 30, 2009

Balance of credit related OTTI at beginning of period $ 105,871 $ 173,496
Additions for credit related OTTI not previously recognized 1,246 24,856
Reduction for securities sold (47,439) (121,088) 
Reduction for non-credit related OTTI previously recognized when there is no intent
and/or requirement to sell before recovery of the amortized cost basis (a) �  (17,586) 

Subtotal of net additions (reductions) (46,193) (113,818) 

Balance of credit-related OTTI at September 30, 2009 $ 59,678 $ 59,678

(a) The reduction of non-credit related OTTI is related to the cumulative effect of the change in accounting principle of non-credit related
OTTI when there is no intent to sell and no requirement to sell before recovery of the amortized cost basis of the investment in accordance
with the requirements of FASB ASC Topic 320.

To the extent that changes in interest rates, credit movements and other factors that influence the fair value of investments occur, the Company
may be required to record impairment charges for other-than-temporary impairment in future periods. See pages 84-89 of Webster�s 2008 Annual
Report on Form 10-K for additional information regarding other-than-temporary impairment charges taken by the Company for the year ended
December 31, 2008.

See Note 11- Fair Value Measurements for additional information related to the fair value of financial instruments held by Webster as of
September 30, 2009.
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NOTE 4: Loans, Net

A summary of loans, net follows:

September 30, 2009 December 31, 2008
(Dollars in thousands) Amount % Amount %

Residential mortgage loans:
1-4 family $ 2,776,517 24.5% $ 2,939,025 24.2% 
Permanent - NCLC 41,376 0.4 58,625 0.4
Construction 10,237 0.1 42,138 0.3
Liquidating portfolio - construction loans 5,826 0.1 18,735 0.2

Total residential mortgage loans 2,833,956 25.1 3,058,523 25.1

Consumer loans:
Home equity loans 2,805,264 24.8 2,952,366 24.2
Liquidating portfolio - home equity loans 231,305 2.0 283,645 2.3
Other consumer 28,029 0.2 28,886 0.3

Total consumer loans 3,064,598 27.0 3,264,897 26.8

Commercial loans:
Commercial non-mortgage 1,618,319 14.3 1,795,738 14.7
Asset-based loans 599,218 5.3 753,143 6.2
Equipment financing 939,582 8.3 1,022,718 8.4

Total commercial loans 3,157,119 27.9 3,571,599 29.3

Commercial real estate:
Commercial real estate 1,897,512 16.8 1,908,312 15.7
Commercial construction 190,610 1.7 165,610 1.3
Residential development 128,975 1.1 161,553 1.3

Total commercial real estate 2,217,097 19.6 2,235,475 18.3

Net unamortized premiums 12,865 0.1 14,580 0.1
Net deferred costs 36,724 0.3 42,517 0.4

Total net unamortized premiums and deferred costs 49,589 0.4 57,097 0.5

Total loans 11,322,359 100.0% 12,187,591 100.0% 

Less: allowance for loan losses (326,406) (235,329) 

Loans, net $ 10,995,953 $ 11,952,262

Webster individually reviews loans not expected to be collected in accordance with the original terms of the contractual agreement for
impairment based on the fair value of expected cash flows or collateral. At September 30, 2009, impaired loans totaled $577.9 million including
loans of $116.1 million net of an impairment allowance of $28.9 million. At December 31, 2008, impaired loans totaled $203.4 million,
including loans of $29.8 million net of an impairment allowance of $2.8 million. The increase in impaired loans is primarily related to the
$128.5 million increase in non-performing loans from December 31, 2008, the increase in Webster�s mortgage assistance program participation.
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The following table summarizes impaired loans as of September 30, 2009 and December 31, 2008:

September 30, 2009 December 31, 2008

(In thousands)

With
Specific
Reserves

Without
Reserves Total

With
Specific
Reserves

Without
Reserves Total

Loans impaired and still accruing
Residential $ �  $ 28,281 $ 28,281 $ �  $ �  $ �  
Equipment financing �  �  �  �  �  �  
Consumer �  22,163 22,163 �  1 1
Commercial 27,534 189,211 216,745 12,119 70,919 83,038

Total loans impaired and still accruing $ 27,534 $ 239,655 $ 267,189 12,119 70,920 $ 83,039

Loans impaired and not accruing
Residential $ �  $ 114,675 $ 114,675 $ �  $ 25,963 $ 25,963
Equipment financing 4,478 11,476 15,954 �  �  �  
Consumer �  55,272 55,272 �  7,890 7,890
Commercial 84,042 40,811 124,853 17,671 68,861 86,532

Total loans impaired and not accruing $ 88,520 $ 222,234 $ 310,754 $ 17,671 $ 102,714 $ 120,385

Total impaired loans $ 116,054 $ 461,889 $ 577,943 $ 29,790 $ 173,634 $ 203,424

Financial instruments with off-balance sheet risk

Webster is a party to financial instruments with off-balance sheet risk to meet the financing needs of its customers and to reduce its own
exposure to fluctuations in interest rates. These instruments involve, to varying degrees, elements of credit and interest-rate risk in excess of the
amount recognized in the condensed consolidated balance sheets.

The following table summarizes financial instruments with off-balance sheet risk:

(In thousands)
September 30,

2009
December 31,

2008
Unused commercial letters and lines of credit $ 2,143,612 $ 2,196,514
Unused portion of home equity credit lines:
Continuing portfolio 1,787,223 1,954,163
Liquidating portfolio 15,806 21,792
Unadvanced portion of closed consumer construction loans 12,810 14,611
Unadvanced portion of closed commercial construction loans 154,175 262,234
Outstanding loan commitments 7,257 85,291

Total financial instruments with off-balance sheet risk $ 4,120,883 $ 4,534,605

The interest rates for outstanding loan commitments are generally established shortly before closing. The interest rates on home equity lines of
credit adjust with changes in the prime rate. At September 30, 2009, the fair value of financial instruments with off-balance sheet risk is
considered insignificant to the condensed consolidated financial statements taken as a whole.

NOTE 5: Allowance for Credit Losses
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The disruption and volatility in the domestic and global financial and capital markets that began in 2008 continued to affect the banking industry
through the third quarter of 2009. There continues to be rising unemployment, a substantial increase in delinquencies, limited refinancing
options, and continued declining real estate values. Webster is not immune to some negative consequences arising from overall economic
weakness and, in particular, a sharp downturn in the housing market, both locally and nationally. Decreases in real estate values could adversely
affect the value of property used as collateral for loans. Adverse changes in the economy may have a negative effect on the ability of Webster�s
borrowers to make timely loan payments, which would have an adverse impact on the Company�s earnings. A further increase in loan
delinquencies would decrease net interest income and increase loan losses, causing potential increases in the provision and allowance for credit
losses.

The allowance for credit losses is maintained at a level that management believes is adequate to absorb probable losses inherent in the loan
portfolio and in unfunded credit commitments. This allowance is increased by provisions charged to operating expense and by recoveries on
loans previously charged-off and is reduced by charge-offs on loans.
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A summary of the changes in the allowance for credit losses follows:

Three months ended September 30, Nine months ended September 30,
(In thousands) 2009 2008 2009 2008

Continuing portfolio:
Beginning balance $ 264,159 $ 151,997 $ 191,426 $ 138,180
Provision 56,543 29,883 184,704 70,683
Charge-offs:
Residential (2,721) (1,624) (10,478) (4,140) 
Consumer (10,237) (4,643) (27,020) (11,124) 
Commercial (a) (37,594) (14,835) (68,803) (31,227) 
Residential development (3,019) (161) (5,417) (3,872) 

Total charge-offs (53,571) (21,263) (111,718) (50,363) 
Recoveries 2,175 714 4,894 2,831

Net charge-offs (51,396) (20,549) (106,824) (47,532) 

Ending balance - continuing portfolio $ 269,306 $ 161,331 $ 269,306 $ 161,331

Liquidating portfolio:
Beginning balance $ 41,840 $ 32,871 $ 43,903 $ 49,906
Provision 28,457 15,617 50,996 15,617
Charge-offs:
NCLC (135) (14,025) (5,608) (22,569) 
Consumer (home equity) (13,256) (6,767) (33,992) (15,665) 

Total charge-offs (13,391) (20,792) (39,600) (38,234) 
Recoveries 194 142 1,801 549

Net charge-offs (13,197) (20,650) (37,799) (37,685) 

Ending balance - liquidating portfolio $ 57,100 $ 27,838 $ 57,100 $ 27,838

Ending balance - allowance for loan losses $ 326,406 $ 189,169 $ 326,406 $ 189,169

Reserve for unfunded credit commitments:(b)

Beginning balance $ 10,038 $ 9,500 $ 10,500 $ 9,500
Provision 67 �  367 �  
Reduction of provision previously recorded �  �  (762) �  

Ending balance reserve for unfunded commitments $ 10,105 $ 9,500 $ 10,105 $ 9,500

Ending balance - allowance for credit losses $ 336,511 $ 198,669 $ 336,511 $ 198,669

(a) All Business & Professional Banking loans, both commercial and commercial real estate, are considered commercial for purposes of
reporting charge-offs and recoveries.

(b) The reserve for unfunded credit commitments is reported as a component of accrued expenses and other liabilities in the accompanying
condensed consolidated balance sheets. Provisions are reflected as a component of noninterest expense.
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NOTE 6: Goodwill and Other Intangible Assets

The following tables set forth the carrying values of goodwill and other intangible assets, net of accumulated amortization:

(In thousands)
September 30,

2009
December 31,

2008

Balances not subject to amortization:
Goodwill $ 529,887 $ 529,887

Balances subject to amortization:
Core deposit intangibles 28,458 32,741
Other identified intangibles 1,247 1,298

Total goodwill and other intangible assets $ 559,592 $ 563,926
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Goodwill is allocated to Webster�s business segments as follows:

(In thousands)
September 30,

2009
December 31,

2008
Retail Banking $ 516,560 $ 516,560
Other 13,327 13,327

Total goodwill $ 529,887 $ 529,887

Webster tests its goodwill for impairment annually in its third quarter. In performing Step 1 of the goodwill impairment testing and measurement
process to assess potential impairment, in accordance with the guidance provided by the FASB ASC Topic 350 - Intangibles-Goodwill and
Other, the estimated fair values of Webster�s two reporting units that carry goodwill (Retail Banking and HSA Bank (�HSA�)) were estimated
using discounted cash flow analysis and observable market data to the extent available. The discount rates utilized for the discounted cash flow
analysis reflected market based estimates of capital costs and discount rates adjusted for management�s assessment of a market participant�s view
with respect to execution, concentration and other risks associated with the projected cash flows of the applicable segment. There was no
impairment indicated as a result of the Step 1 process as the estimated fair value for those segments exceeded their corresponding book values.

Accounting principles generally accepted in the U.S. require additional testing if events or circumstances indicate that impairment may exist. A
continuing period of market disruption, or further market capitalization to book value deterioration, may result in the requirement to perform
testing for impairment between annual assessments. Management will continue to monitor the relationship of the Company�s market
capitalization to its book value, which management attributes primarily to financial services industry-wide factors and to evaluate the carrying
value of goodwill. To the extent that testing results in the identification of impairment, the Company may be required to record charges for the
impairment of goodwill. For additional information regarding the valuation of goodwill and impairment charges recorded for the year ended
December 31, 2008, see pages 94-95 of Webster�s 2008 Annual Report on Form 10-K.

Amortization of intangible assets for the three and nine months ended September 30, 2009, totaled $1.4 million and $4.3 million, respectively.
Estimated annual amortization expense of current intangible assets with finite useful lives, absent any impairment or change in estimated useful
lives, is summarized below.

(In thousands)
For years ending December 31,
2009 (full year) $ 5,755
2010 5,684
2011 5,684
2012 5,516
2013 5,015
Thereafter 6,385
NOTE 7: Deposits

The following table summarizes the period end balance and the composition of deposits:

September 30, 2009 December 31, 2008

(In thousands) Amount
Percentage

of Total Amount
Percentage

of Total
Demand $ 1,571,980 11.6% $ 1,493,296 12.6% 
Negotiable order of withdrawal (NOW) 1,896,153 13.9 1,271,569 10.7
Money market 2,209,145 16.2 1,356,360 11.4
Savings 2,996,318 22.0 2,361,169 19.9
Health savings accounts (HSA) 648,107 4.8 530,681 4.5
Retail certificates of deposit 4,148,759 30.5 4,677,615 39.3
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Brokered deposits 130,268 1.0 194,200 1.6

Total $ 13,600,730 100.0% $ 11,884,890 100.0% 
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Interest expense on deposits is summarized as follows:

For the three months ended
September 30,

For the nine months ended
September 30,

(In thousands) 2009 2008 2009 2008
NOW $ 1,293 $ 645 $ 2,656 $ 2,517
Money market 5,003 9,098 15,816 29,096
Savings 6,748 7,228 20,132 23,416
HSA 2,558 2,688 7,938 8,115
Retail certificates of deposit 25,450 36,511 94,450 124,094
Brokered deposits 925 1,561 3,875 5,790

Total $ 41,977 $ 57,731 $ 144,867 $ 193,028

NOTE 8: Federal Home Loan Bank Advances

Advances payable to the Federal Home Loan Bank (�FHLB�) are summarized as follows:

September 30, 2009 December 31, 2008

(In thousands)
Total

Outstanding Callable
Total

Outstanding Callable
Fixed Rate:
5.58 % to 5.96 % due in 2009 $ 118,000 $ 118,000 $ 792,616 $ 123,000
4.16 % to 8.44 % due in 2010 235,036 135,000 235,099 135,000
3.19 % to 6.60 % due in 2011 100,476 �  100,684 �  
4.00 % to 4.00 % due in 2012 51,400 �  51,400 �  
0.53 % to 5.49 % due in 2013 149,000 49,000 149,000 49,000
0.00 % to 6.00 % due after 2014 6,028 �  2,398 �  

659,940 302,000 1,331,197 307,000
Hedge accounting adjustments 888 �  �  �  
Unamortized premiums 2,382 �  4,799 �  

Total advances $ 663,210 $ 302,000 $ 1,335,996 $ 307,000

Webster Bank, National Association (�Webster Bank�) had additional borrowing capacity from the FHLB of approximately $1.8 billion at
September 30, 2009 and $1.6 billion at December 31, 2008. Advances are secured by a blanket lien against certain qualifying assets, principally
residential mortgage loans. At September 30, 2009 and December 31, 2008, Webster Bank had unencumbered investment securities available to
secure additional borrowings. If these securities had been used to secure FHLB advances, borrowing capacity at September 30, 2009 and
December 31, 2008 would have increased by an additional $1.5 billion and $1.0 billion, respectively. At September 30, 2009 and December 31,
2008, Webster Bank was in compliance with applicable FHLB collateral requirements.

NOTE 9: Securities Sold Under Agreements to Repurchase and Other Short-term Debt

The following table summarizes securities sold under agreements to repurchase and other short-term borrowings:

(In thousands)
September 30,

2009
December 31,

2008
Securities sold under agreements to repurchase $ 848,011 $ 924,543
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Federal Reserve term auction facility �  150,000
Federal funds purchased 3,050 474,380
Treasury tax and loan 7,959 5,748
Other 11,330 13,180

870,350 1,567,851
Unamortized premiums 1,680 3,120

Total $ 872,030 $ 1,570,971
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The following table sets forth certain information on short-term repurchase agreements:

(Dollars in thousands)
September 30,

2009
December 31,

2008
Quarter end balance $ 275,011 $ 251,543
Quarter average balance 284,124 262,563
Highest month end balance during quarter 293,172 261,581
Weighted-average maturity (in months) at end of period 0.13 0.18
Weighted-average interest rate at end of period 0.43% 0.88% 
NOTE 10: Long-Term Debt

(In thousands)
September 30,

2009
December 31,

2008
Subordinated notes (due January 2013) $ 177,480 $ 200,000
Senior notes (due April 2014) 150,000 150,000
Junior subordinated debt to related capital trusts (due 2027-2037):
Webster Capital Trust IV 136,070 200,010
Webster Statutory Trust I 77,320 77,320
People�s Bancshares Capital Trust II 10,309 10,309
Eastern Wisconsin Bancshares Capital Trust II 2,070 2,070
NewMil Statutory Trust I 10,310 10,310

563,559 650,019
Unamortized premiums, net (276) (399) 
Hedge accounting adjustments 26,317 38,177

Total long-term debt $ 589,600 $ 687,797

On March 10, 2009, the Company announced the commencement of a fixed price cash tender offer, which expired on March 18, 2009, for any
and all of Webster Bank�s outstanding 5.875% Subordinated Notes due in 2013. The consideration paid per $1,000 of principal was $800 plus all
accrued and unpaid interest. Holders tendered $22.5 million of the outstanding principal of the subordinated debt for a total payment of $18.3
million including $0.2 million of accrued interest, resulting in a $4.3 million gain. In connection with the tender offer, the Company terminated
$25 million of the fair value hedge associated with the subordinated notes. The termination of that portion of the swap resulted in a net gain of
$1.9 million. Both the net gain from the tender offer and the termination of the fair value hedge were recorded in the three months ended
March 31, 2009. The pro-rata share of the gain not directly related to the debt redemption was $188,480 which was deferred and is being
amortized over the remaining life of the subordinated notes. A total gain of $6.2 million was recognized in the accompanying condensed
consolidated statement of operations for the nine months ended September 30, 2009.

On May 28, 2009, the Company announced the commencement of an exchange offer, which expired on June 24, 2009, with holders of Webster�s
8.50% Series A Non-Cumulative Perpetual Convertible Preferred Stock (the �Series A Preferred Stock�) and Webster Capital Trust IV�s 7.65%
Fixed to Floating Rate Trust Preferred Securities (the �Trust Preferred Securities�). See Note 12 � Shareholders� Equity for additional information
related to the effect of the exchange offer on the Series A Preferred Stock.

The Company offered 82.0755 shares of its common stock plus accrued distributions in exchange for each $1,000 liquidation amount of the
Trust Preferred Securities. Following the exchange, the Trust Preferred Securities held by Webster were used to liquidate Webster�s junior
subordinated debentures of Webster Capital Trust IV. The exchange resulted in the liquidation of $63.9 million of Webster Capital Trust IV�s
junior subordinated debentures and the issuance of 5.2 million shares of common stock at a fair value of $36.7 million net of issuance costs. The
extinguishment of the Trust Preferred Securities resulted in the recognition of a $24.3 million net gain in the accompanying condensed
consolidated statement of operations for the three and nine months ended September 30, 2009.
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NOTE 11: Fair Value Measurements

FASB ASC Topic 820 establishes a fair value hierarchy which requires an entity to maximize the use of observable inputs and minimize the use
of unobservable inputs when measuring fair value. The three levels of inputs that may be used to measure fair value are:

� Level 1 Inputs - Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity has the ability to
access at the measurement date.

� Level 2 Inputs - Inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly or
indirectly. These might include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar
assets or liabilities in markets that are not active, inputs other than quoted prices that are observable for the asset or liability (such as
interest rates, volatilities, prepayment speeds, credit risks, etc.) or inputs that are derived principally from or corroborated by market
data by correlation or other means.

� Level 3 Inputs - Unobservable inputs for determining the fair values of assets or liabilities that reflect an entity�s own assumptions
about the assumptions that market participants would use in pricing the assets or liabilities.

A description of the valuation methodologies used for financial instruments measured at fair value, as well as the general classification of such
instruments pursuant to the valuation hierarchy, is set forth below.

Securities Available for Sale. Equity securities and U.S. Treasury bills are reported at fair value utilizing Level 1 inputs based upon quoted
market prices. Other securities and certain preferred equity securities classified as available for sale are reported at fair value utilizing Level 2
inputs. For these securities, Webster obtains fair value measurements from various sources and utilizes matrix pricing to calculate fair value. The
fair value measurements consider observable data that may include dealer quotes, market spreads, cash flows, the U.S. Treasury yield curve, live
trading levels, trade execution data, market consensus prepayment speeds, credit information and the bond�s terms and conditions, among other
things. Any investment security not valued based upon the methods previously discussed are considered Level 3. The Level 3 fair values are
determined using unobservable inputs and included pooled trust preferred securities transferred to Level 3 in the third quarter of 2008. The
market for pooled trust preferred securities has been relatively inactive for several quarters as secondary trading in these securities has dropped
to a fraction of the levels experienced prior to the current financial market disruption. There has been no new issuance of pooled trust preferred
securities since 2007 and few market participants willing or able to transact in these securities. Management utilizes an internally developed
model to fair value the pooled trust preferred securities. The model utilizes certain assumptions which management evaluates for reasonableness.
Management evaluates various factors for pooled trust preferred securities, including actual and estimated deferral and default rates that are
implied from the underlying performance of the issuers in the structure. Contractual cash flows are reduced by both actual and expected deferrals
and defaults and discounted at a rate that incorporates both liquidity and credit risk by credit rating to determine the fair market value of each
security. Discount rates are implied from observable and unobservable inputs. The uncertainty in evaluating the credit risk in these securities
required the Company to consider and weigh various inputs (see Note 3 for additional information).

Trading Securities. Securities classified as trading are reported at fair value utilizing Level 2 inputs in the same manner as described above for
securities available for sale.

Derivatives. Derivatives are reported at fair value utilizing Level 2 inputs obtained from third parties to value interest rate swaps and caps. Fair
values are compared to other independent third party values for reasonableness.

Impaired Loans. Certain impaired loans are reported at the fair value of the underlying collateral if repayment is expected solely from the
collateral. When the fair value of the collateral is based on an observable market price or certain appraised values, Webster records the impaired
loan using Level 2 inputs. For all other impairments, Webster records the impairment using Level 3 inputs. Loans totaling $577.9 million were
deemed impaired at September 30, 2009. At September 30, 2009, $461.9 million were reported at amortized cost and $116.1 million were
reported at estimated fair value. At September 30, 2009 a valuation allowance of $28.9 million was maintained for loans reported at fair value.

Loans Held for Sale. Loans held for sale are required to be carried at the lower of cost or fair value. As of September 30, 2009, Webster had
$37.0 million of loans held for sale. Management obtains quotes or bids on all or part of these loans directly from the purchasing financial
institutions which are considered to be Level 2 inputs. Any loan held for sale not valued based upon the method previously discussed are
considered to be Level 3 inputs. At September 30, 2009, $20.7 million of loans held for sale were recorded at cost and $16.3 million of loans
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held for sale were recorded at estimated fair value.

Mortgage Servicing Assets. Servicing assets are carried at cost and are subject to impairment testing. Fair value is estimated utilizing market
based assumptions for loan prepayment speeds, servicing costs, discount rates and other economic factors which are considered to be Level 3
inputs. Where the carrying value exceeds fair value, a valuation allowance is established through a charge to mortgage banking activities and
subsequently adjusted for changes in fair value. For the three months ended September 30, 2009 certain pools of servicing assets experienced a
decline in fair value. For those servicing assets, Webster increased its valuation allowance and recorded a provision of $43,199 as a component
of mortgage banking activities in the accompanying condensed consolidated statements of operations for the three months ended September 30,
2009. For the nine months ended September 30, 2009 Webster�s servicing assets experienced an increase in fair value. Webster reduced its
valuation allowance and recorded a valuation allowance recovery of $59,943 as a component of mortgage banking activities in the
accompanying condensed consolidated statement of operations for the nine months ended September 30, 2009.
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The following table summarizes financial assets and financial liabilities measured at fair value on a recurring basis as of September 30, 2009,
segregated by the level of the valuation inputs within the fair value hierarchy utilized to measure fair value:

(In thousands)
Balance as of

September 30, 2009

Quoted Prices in
Active Markets for

Identical
Assets

(Level 1)

Significant
Other

Observable Inputs
(Level 2)

Significant
Unobservable Inputs

(Level 3)

Financial assets held at fair value:
Available for sale securities:
U.S. treasury bills $ 200 $ 200 $ �  $ �  
Agency Notes-GSE 130,132 �  130,132 �  
Agency CMOs-GSE 97,121 �  97,121 �  
Single issuer trust preferred securities 39,587 �  39,587 �  
Pooled trust preferred securities 82,751 �  �  82,751
Equity securities 8,579 8,579 �  �  
Mortgage-backed securities-GSE 1,450,367 �  1,450,367 �  
Mortgage-backed securities-other 103,546 �  103,546 �  

Total securities 1,912,283 8,779 1,820,753 82,751
Derivatives instruments 62,118 �  62,118 �  

Total financial assets held at fair value $ 1,974,401 $ 8,779 $ 1,882,871 $ 82,751

Financial liabilities held at fair value:
Derivative instruments $ 32,646 $ �  $ 32,646 $ �  

The following table shows a reconciliation of the beginning and ending balances for Level 3 assets for the three and nine months ended
September 30, 2009:

Three months ended
September 30, 2009

Nine months ended
September 30, 2009

Level 3 - available for sale securities, beginning of period $ 83,040 $ 62,697
Change in unrealized losses included in other comprehensive income (b) 5,900 44,274
Realized loss on sale of available for sale securities (4,810) (16,722) 
Net other-than-temporary impairment charges (a) (1,246) (7,270) 
Purchases, sales, issuances and settlements, net (133) (228) 

Level 3 - available for sale securities, end of period $ 82,751 $ 82,751

(a) Net other-than-temporary impairment charges for the nine months ended September 30, 2009 includes the net impact of the $24.9 million
credit related OTTI charges offset by the $17.6 million cumulative effect of the change in accounting principle for the adoption of
guidance in FASB ASC Topic 320. See Note 3 � Investment Securities for additional information regarding these charges.

(b) For the three and nine months ended September 30, 2009, the change in unrealized losses included in other comprehensive income
includes $5.7 million and $43.4 million respectively, for investments held at September 30, 2009.

Certain assets and liabilities are measured at fair value on a non-recurring basis in accordance with GAAP. These include assets that are
measured at the lower of cost or market that were recognized at fair value below cost at the end of the period as well as assets that are not
measured at fair value on an ongoing basis but are subject to fair value adjustments in certain circumstances (for example, when there is
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The following table summarizes financial assets and financial liabilities measured at fair value on a non-recurring basis as of September 30,
2009, segregated by the level of the valuation inputs within the fair value hierarchy utilized to measure fair value:

(In thousands)
Balance as of

September 30, 2009

Quoted
Prices in

Active Markets for
Identical

Assets
(Level 1)

Significant
Other

Observable Inputs
(Level 2)

Significant
Unobservable Inputs

(Level 3)

Assets:
Impaired loans $ 116,054 $ �  $ �  $ 116,054
Loans held for sale 16,332 �  �  16,332
Mortgage servicing assets 1,663 �  �  1,663
Certain non-financial assets measured at fair value on a non-recurring basis include foreclosed assets (upon initial recognition or subsequent
impairment), non-financial assets and non-financial liabilities measured at fair value in the second step of a goodwill impairment test, and
intangible assets and other non-financial long-lived assets measured at fair value for impairment assessment.

Foreclosed property and repossessed assets consists of loan collateral which has been repossessed through foreclosure. This collateral is
comprised of commercial and residential real estate and other non-real estate property, primarily equipment, and other assets that were financed
by the Company�s equipment finance subsidiary. Foreclosed property and repossessed assets are recorded as held for sale initially at the lower of
the loan balance or fair value of the collateral less estimated selling costs. For the three and nine months ended September 30, 2009, foreclosed
properties and repossessed assets with a fair value of $14.8 million and $40.4 million were transferred to foreclosed property and repossessed
assets from loans. Prior to the transfer, the assets were written down to fair value through a charge to the allowance for loan losses. For the three
and nine months ended September 30, 2009, valuation adjustments to reflect foreclosed properties and repossessed assets at fair value less cost
to sell resulted in a charge to the allowance for loan losses of $3.8 million and $10.8 million, respectively. Subsequent to foreclosure, valuations
are updated periodically, and the assets may be marked down further, reflecting a new cost basis. Subsequent valuation adjustments to
foreclosed properties and repossessed assets totaled $2.2 million and $8.4 million, respectively, reflective of continued deterioration in market
values. Fair value measurements may be based upon appraisals or third-party price opinions and, accordingly, those measurements are classified
as Level 2. Other fair value measurements may be based on internally developed pricing methods, and those measurements are classified as
Level 3.

FASB ASC Topic 825 requires disclosure of the fair value of financial assets and financial liabilities, including those financial assets and
financial liabilities that are not measured and reported at fair value on a recurring basis or non-recurring basis. A detailed description of the
valuation methodologies used in estimating the fair value of financial instruments is set forth in the 2008 Form 10-K.

September 30, 2009 December 31, 2008

(In thousands)
Carrying
Amount

Estimated
Fair Value

Carrying
Amount

Estimated
Fair Value

Assets:
Cash and due from depository institutions $ 173,437 $ 173,437 $ 259,208 $ 259,208
Short-term investments 360,618 360,618 22,154 22,154
Investment securities
Trading �  �  77 77
Available for sale 1,912,283 1,912,283 1,188,705 1,188,705
Held-to-maturity 2,702,881 2,806,276 2,522,511 2,559,745
Loans held for sale 37,005 37,005 24,524 24,665
Loans, net 10,995,953 10,618,949 11,952,262 11,623,835
Mortgage servicing assets 7,960 10,576 4,358 8,304
Derivative instruments 62,118 62,118 86,612 86,612
Liabilities:
Deposits other than time deposits $ 9,321,703 $ 8,996,590 $ 7,013,075 $ 6,601,991
Time deposits 4,279,027 4,337,845 4,871,815 4,941,462
Securities sold under agreements to repurchase and other short-term debt 872,030 892,122 1,570,971 1,561,748
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FHLB advances and other long-term debt 1,252,810 1,108,736 2,023,793 1,752,679
Derivative instruments 32,646 32,646 53,246 53,246
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NOTE 12: Shareholders� Equity

Accumulated other comprehensive loss is comprised of the following components:

(In thousands)
September 30,

2009
December 31,

2008
Unrealized loss on available for sale securities, net of tax $ (2,718) $ (71,530) 
Unrealized loss upon transfer of available for sale securities to held-to-maturity, net of tax and
amortization (838) (1,039) 
Net actuarial loss and prior service cost for pension and other postretirement benefit plans, net of tax (27,177) (28,823) 
Unrealized loss on cash flow hedge (5,290) (7,441) 
Deferred gain on hedge accounting transactions 1,882 2,923

Total $ (34,141) $ (105,910) 

The following table summarizes the components of other comprehensive income (loss):

Three months ended September 30,
2009 2008

(In thousands) Before tax
Tax (expense)

benefit Net of tax Before tax
Tax (expense)

benefit Net of tax
Other comprehensive income (loss):
Net unrealized (loss) gain on securities available for
sale $ 49,000 $ (17,150) $ 31,850 $ (60,175) $ 21,248 $ (38,927) 
Amortization of deferred hedging gain (128) 45 (83) (168) 59 (109) 
Amortization of unrealized loss on securities transferred
to held to maturity 100 (35) 65 178 (62) 116
Unrealized gain on cash flow hedge 568 (199) 369 (1,743) 610 (1,133) 
Amortization of net actuarial loss and prior service cost 728 (198) 530 18 (6) 12

Total other comprehensive income (loss) $ 50,268 $ (17,537) $ 32,731 $ (61,890) $ 21,849 $ (40,041) 

Nine months ended September 30,
2009 2008

(In thousands) Before tax

Tax
(expense)

benefit Net of tax Before tax

Tax
(expense)

benefit Net of tax
Other comprehensive (loss) income:
Net unrealized (loss) gain on securities available for
sale $ 123,370 $ (43,127) $ 80,243 $ (107,920) $ 36,669 $ (71,251) 
Amortization of deferred hedging gain (565) 198 (367) (500) 175 (325) 
Realized portion of deferred hedging gain (674) �  (674) �  �  �  
Amortization of unrealized loss on securities transferred
to held to maturity 309 (108) 201 409 (143) 266
Unrealized gain on cash flow hedge 3,309 (1,158) 2,151 1,523 (533) 990
Amortization of net actuarial loss and prior service cost 2,446 (800) 1,646 54 (19) 35

Total other comprehensive income (loss) $ 128,195 $ (44,995) $ 83,200 $ (106,434) $ 36,149 $ (70,285) 

Exchange Offer
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On May 28, 2009, the Company announced the commencement of an exchange offer, which expired on June 24, 2009, with holders of the Series
A Preferred Stock and the Trust Preferred Securities. See Note 10 - Long-Term Debt for additional information related to the effect of the
exchange offer on the Trust Preferred Securities.

The Company offered 35.8046 shares of its common stock and $350 in cash as consideration for each share of the Series A Preferred Stock
tendered. A total of 168,500 shares of Series A Preferred Stock were accepted, resulting in the issuance of 6.03 million common shares at a fair
value of $43.7 million and delivery of $59.0 million in cash. The exchange was accounted for as a redemption resulting in the de-recognition of
the $168.5 million carrying amount of Series A Preferred Stock tendered, elimination of $5.5 million of
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original issuance costs, recognition of the $43.6 million excess of the fair value of the common stock issued over par, net of issuance costs, as
additional paid in capital (�APIC�), and the recognition of the $58.8 million excess of the carrying amount of the preferred stock retired over the
fair value of the common shares issued and cash delivered as an increase to retained earnings.

Warburg Pincus Transaction

On July 27, 2009, Webster announced that Warburg Pincus (�Warburg�), the global private equity firm, agreed to invest $115 million in Webster
through a direct purchase of newly issued shares of common stock, junior non-voting preferred stock, and warrants. Warburg is acquiring
11.5 million shares of common stock from Webster, upon receipt of all necessary approvals. Warburg initially funded approximately $40.2
million of its investment and received approximately 4 million shares of common stock and 3 million warrants. Upon initial funding, Warburg
had a 5.9 percent ownership of Webster�s common stock outstanding prior to bank regulatory and shareholder approvals.

On October 15, 2009 Webster announced that the necessary antitrust and federal bank regulatory approvals had been received, and Warburg
funded the remaining $74.8 million and was issued the remaining 3 million shares of common stock, 44,570 million shares of junior non-voting
perpetual preferred stock that, following the receipt of shareholder approval, will convert to 4.5 million shares of common stock, and
11.1 million warrants. Following the funding of the remaining portion, Warburg will have a 15.2 percent ownership of Webster�s outstanding
common stock. The portion of Warburg�s investment that is held in the form of junior non-voting preferred stock will automatically convert into
Webster common stock upon receiving the requisite approval of Webster�s shareholders. The preferred stock initially will have a dividend that
mirrors any dividend payable on the common stock. If the requisite shareholder approval is not received, and the preferred shares are therefore
still outstanding after February 28, 2010, the preferred stock�s annual non-cumulative dividend will increase to 8% per annum. The preferred
stock is expected to qualify for Tier I capital treatment.

Upon completion of the funding, Warburg received 8.6 million, seven-year, Class A Warrants. The Class A Warrants will initially have a strike
price of $10.00 per share, with the strike price increasing to $11.50 per share twenty four months after issuance and to $13.00 per share forty
eight months after issuance. Warburg also received 5.5 million, seven-year, Class B Warrants with a strike price of $2.50 per share which will
only become exercisable and transferable if shareholder approval is not received by February 28, 2010. The Class B Warrants will expire
immediately upon receiving shareholder approval.

The investment held by Warburg including the exercise of the Class A and Class B warrants is subject to Warburg not owning more than 23.9%
of Webster�s voting securities as calculated under applicable regulations of the Board of Governors of the Federal Reserve System.

Executive Stock Purchase Plan

On August 20, 2009, the Compensation Committee of Webster�s Board of Directors and the Board of Directors, approved modifications to the
compensation plans of certain senior executive officers of Webster. As a result of these changes, Webster has lowered the total target
compensation opportunity in 2009 for each of the NEOs as compared to 2008. The compensation modifications approved for 2009 increase base
salary, eliminate the annual cash incentive opportunity for each of the NEOs and make the amount of long-term incentive (�LTIP�) awarded under
the Company�s Stock Option Plan variable based on the Committee�s assessment of the performance of the Company and the NEOs. The LTIP
compensation will be paid in the form of restricted stock, which will vest upon the later of three years or the repayment of the Treasury�s Capital
Purchase Program (�CPP�) investment.

The Board of Directors also approved an executive stock purchase plan under which eligible executives receiving a salary increase on or after
August 20, 2009 are given an opportunity to elect to receive all or a portion of it in the form of shares of Webster�s common stock. Shares
acquired under the executive stock purchase plan will not be transferrable until the Company repays the Treasury�s CPP investment in Webster,
except on account of financial hardship, and are subject to the Company�s executive stock ownership guidelines. The total number of shares
available for purchase under the executive stock purchase plan is limited to 450,000 (subject to adjustment in the event of a stock split or
consolidation, the declaration of a stock dividend or a similar event).

As a result of these modifications, the 2009 compensation program reflects an increase in stock-based compensation as a portion of total
compensation.

The Committee took these actions after considering recent U.S. Treasury guidance for banks participating in the CPP and the continuing
evolution in Webster�s compensation philosophy consistent with industry best practices. In particular, the Committee considered and assessed the
interrelationships between incentive compensation and risk-taking at the senior management level. The Committee believes that the
compensation plans of Webster�s NEOs meet the standards set forth in the U.S. Treasury guidance, including limits on compensation that exclude
incentives to take unnecessary and excessive risks that threaten the value of the Company. Additionally, the Committee has determined to
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increase its monitoring of the Company�s and each NEO�s performance with respect to the incentive plans during the year to ensure that
appropriate risk levels are maintained.
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NOTE 13: Regulatory Matters

Capital guidelines issued by the Federal Reserve Board and the Office of the Comptroller of Currency of the United States (�OCC�) require
Webster and its banking subsidiary to maintain certain minimum ratios, as set forth below. At September 30, 2009, Webster and Webster Bank,
were deemed to be �well capitalized� under the regulations of the Federal Reserve Board and the OCC, respectively, and in compliance with the
applicable capital requirements.

The following table provides information on the capital ratios of the Company and Webster Bank:

Actual Capital Requirements Well Capitalized
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
At September 30, 2009
Webster Financial Corporation
Total risk-based capital $ 1,730,436 13.9% $ 996,308 8.0% $ 1,245,385 10.0% 
Tier 1 capital 1,466,041 11.8 498,154 4.0 747,231 6.0
Tier 1 leverage capital ratio 1,466,041 8.7 677,811 4.0 847,264 5.0
Webster Bank, N.A.
Total risk-based capital $ 1,458,048 11.8% $ 988,233 8.0% $ 1,235,291 10.0% 
Tier 1 capital 1,194,790 9.7 494,116 4.0 741,175 6.0
Tier 1 leverage capital ratio 1,194,790 7.1 675,479 4.0 844,348 5.0

At December 31, 2008
Webster Financial Corporation
Total risk-based capital $ 1,982,426 15.0% $ 1,054,173 8.0% $ 1,317,716 10.0% 
Tier 1 capital 1,656,710 12.6 527,086 4.0 790,629 6.0
Tier 1 leverage capital ratio 1,656,710 9.7 681,592 4.0 851,990 5.0
Webster Bank, N.A.
Total risk-based capital $ 1,572,893 12.1% $ 1,044,134 8.0% $ 1,305,167 10.0% 
Tier 1 capital 1,248,727 9.6 522,067 4.0 783,100 6.0
Tier 1 leverage capital ratio 1,248,727 7.4 678,732 4.0 848,415 5.0
NOTE 14: Earnings Per Common Share

Webster utilizes the two-class method earnings allocation formula to determine earnings per share for each class of stock according to dividends
declared and participation rights in undistributed earnings. Share-based payment awards that entitle their holders to receive nonforfeitable
dividends before vesting are considered participating securities included in the earnings allocation for computing basic earnings per share under
this method. Undistributed income is allocated to common shareholders and participating securities under the two-class method based upon the
proportion of each to the total weighted average shares available.

The following table presents the components of the total weighted average shares available for allocation of undistributed income for the three
and nine months ended September 30, 2009 and 2008:

Three months ended
September 30,

Nine months ended
September 30,

(In thousands) 2009 2008 2009 2008
Weighted average common stock outstanding 66,281 52,032 57,125 52,017
Weighted average unvested participating securities 532 521 554 434

Weighted average shares available for allocation of undistributed income 66,813 52,553 57,679 52,451
Less: weighted average unvested participating securities not contractually obligated to fund
undistributed losses (532) (521) (554) (434) 

Weighted average basic shares outstanding 66,281 52,032 57,125 52,017
Add: dilutive effects of preferred stock conversion �  �  3,975 �  
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Weighted average dilutive shares outstanding 66,281 52,032 61,100 52,017

For the three and nine months ended September 30, 2009 and 2008, Webster had an undistributed loss from continuing operations. The unvested
participating securities were not contractually obligated to fund the undistributed loss nor was the contractual redemption amount of the
unvested participating securities reduced as a result of the undistributed losses therefore the full amount of the undistributed loss from continuing
operations was allocated to the common shareholders for the computation of basic and diluted
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earnings per share for the three and nine months ended September 30, 2009 and 2008. For the three and nine months ended September 30, 2008
consistent with the treatment of the undistributed loss from continuing operations, the undistributed loss from discontinued operations was
allocated in its entirety to the common shareholders for the computation of basic and diluted earnings per share. For the nine months ended
September 30, 2009, the undistributed income from discontinued operations was proportionately allocated to common shares and participating
securities. At September 30, 2009 and 2008, however, the weighted average unvested participating securities were deemed to be anti-dilutive
and therefore have been excluded from the calculation of basic and dilutive loss per share for the three and nine months then ended.

On June 24, 2009, the Company accepted 168,500 shares of its Series A Preferred Stock with a carrying value of $162.9 million in exchange for
6.03 million shares of common stock with a fair value of $43.7 million and delivery of $59.0 million in cash. In accordance with FASB ASC
Topic 260 �Earnings Per Share� and related updates including FASB Accounting Standards Update (�ASU�) No. 2009-08, the Company was
required to determine the dilutive effect of the repurchased Series A Preferred Stock separately from the shares outstanding at September 30,
2009. The tendered shares of the Series A Preferred Stock are treated as having been converted to common stock equivalents at the start of the
period. Accordingly, the adjustments to dilutive EPS related to the Series A Preferred Stock includes the $58.8 million excess of the carrying
amount of the preferred stock retired over the fair value of the common shares issued and cash delivered, net of the $7.2 million of dividends
paid. No effect is shown for the remaining 56,400 shares outstanding at September 30, 2009 as they are anti-dilutive.

The following table presents undistributed and distributed earnings (losses) allocated to common shareholders:

Three months ended
September 30,

Nine months ended
September 30,

(In thousands) 2009 2008 2009 2008
Net loss applicable to common shareholders $ (26,100) $ (21,748) $ (30,854) $ (26,323) 
Less: (loss) income from discontinued operations, net of tax �  (518) 313 (3,081) 

Loss from continuing operations applicable to common shareholders (26,100) (21,230) (31,167) (23,242) 
Less:
Dividends paid - common shareholders 664 15,566 1,714 46,765
Dividends paid - participating shares 16 179 17 429

Undistributed loss from continuing operations $ (26,780) $ (36,975) $ (32,898) $ (70,436) 

Loss from continuing operations available to common shareholders
Distributed earnings to common shareholders $ 664 $ 15,566 $ 1,714 $ 46,765
Allocation of undistributed losses to common shareholders (26,780) (36,975) (32,898) (70,436) 

Loss from continuing operations available to common shareholders $ (26,116) $ (21,409) $ (31,184) $ (23,671) 

Income (loss) from discontinued operations available to common shareholders
Distributed earnings to common shareholders $ �  $ �  $ �  $ �  
Allocation of undistributed income (loss) from discontinued operations available to
common shareholders �  (518) 310 (3,081) 

Income (loss) from discontinued operations available to common shareholders $ �  $ (518) $ 310 $ (3,081) 
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The following table provides the calculation of basic and diluted earnings per common share from continuing and discontinued operations:

Three months ended
September 30,

Nine months ended
September 30,

(In thousands except share information) 2009 2008 2009 2008

Basic:
Loss from continuing operations available to common shareholders $ (26,116) $ (21,409) $ (31,184) $ (23,671) 
Shares outstanding (average) 66,281 52,032 57,125 52,017

Basic loss per common share from continuing operations $ (0.39) $ (0.41) $ (0.55) $ (0.45) 

(Loss) income from discontinued operations available to common shareholders $ �  $ (518) $ 310 $ (3,081) 
Shares outstanding (average) �  52,032 57,125 52,017

Basic (loss) earnings per common share from discontinued operations $ �  $ (0.01) $ 0.01 $ (0.06) 

Basic loss per common share $ (0.39) $ (0.42) $ (0.54) $ (0.51) 

Diluted:
Loss from continuing operations available to common shareholders $ (26,116) $ (21,409) $ (31,184) $ (23,671) 
Dividends paid to converted shares of Series A Preferred Stock �  �  7,161 �  
Impact of redemption of Series A Preferred Stock �  �  (58,792) �  

Diluted loss from continuing operations available to common shareholders (a) (26,116) (21,409) (82,815) (23,671) 
Diluted shares (average) 66,281 52,032 61,100 52,017

Diluted loss per common share from continuing operations (a) $ (0.39) $ (0.41) $ (1.36) $ (0.45) 

(Loss) income from discontinued operations available to common shareholders $ �  $ (518) $ 310 $ (3,081) 
Diluted shares (average) �  52,032 61,100 52,017

Diluted (loss) earnings per common share from discontinued operations $ �  $ (0.01) $ 0.01 $ (0.06) 

Diluted loss per common share $ (0.39) $ (0.42) $ (1.35) $ (0.51) 

(a) Calculated in accordance with FASB ASC Topic 260 and related updates including FASB ASU No. 2008-09 which required the Company
to determine the dilutive effects of the Series A Preferred Stock tendered on June 24, 2009 separately from the remaining shares
outstanding at September 30, 2009. Accordingly, the adjustments to dilutive EPS related to the Series A Preferred Stock includes the $58.8
million excess of the carrying amount of the preferred stock retired over the fair value of the common shares issued and cash delivered, net
of the $7.2 million of dividends paid. These adjustments were not incorporated into the calculation of diluted EPS for the three and six
months ended June 30, 2009. Had the $58.8 million excess of the carrying amount of the preferred stock retired over the fair value of the
common shares issued and cash delivered, net of the $7.2 million of dividends paid been taken into consideration diluted EPS for
continuing operations would have been $(0.66) and $(0.97) for the three and six months ended June 30, 2009, respectively, a decrease
from the $0.30 and $(0.10), respectively, previously reported within Webster�s Form 10-Q for the three and six months ended June 30,
2009.

The following table presents potential common stock whose exercise price was less than the weighted average market price of Webster�s
common stock for the respective periods. These classes of potential common stock were deemed to be anti-dilutive to the earnings per share
calculation and therefore were excluded from the computation of diluted earnings per share for the respective periods.
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Three months ended
September 30,

Nine months ended
September 30,

(In thousands) 2009 2008 2009 2008
Non-participating stock options 203 17 178 758
Series A preferred stock 2,076 8,281 2,076 8,281
Warburg Class A1 warrant 1,843 �  �  �  
Warburg Class B1 warrant 1,175 �  1,175 �  

5,297 8,298 3,429 9,039

Options to purchase 3.1 million and 2.8 million shares and 3.1 million and 2.1 million shares for the three and nine months ended September 30,
2009 and 2008, respectively, were excluded from the calculation of diluted earnings per share because the options� exercise price was greater
than the average market price of the shares for the respective periods.

Restricted stock awards of 177,426 and 76,745 for both the three and nine months period ended September 30, 2009 and 2008, respectively,
whose issuance is contingent upon the satisfaction of certain performance conditions, were deemed to be anti-dilutive and therefore were
excluded from the calculation of diluted earnings per share for the respective periods.

The warrant to purchase an aggregate 3.3 million shares of common stock issued in connection with the Series B Preferred Stock on
November 21, 2008 was also excluded from the calculation of diluted earnings per share because the exercise price of $18.28 per share was
greater than the average market price of Webster�s common stock for the three and nine months ended September 30, 2009.
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NOTE 15: Business Segments

For purposes of reporting segment results, Webster has four business segments: Commercial Banking, Retail Banking, Consumer Finance and
Other. Commercial Banking includes middle market, asset-based lending, commercial real estate, equipment finance, wealth management and
insurance premium finance lines of business. Retail Banking includes retail banking, business and professional banking and investment services.
Consumer Finance includes residential mortgage, consumer lending and mortgage banking activities. Other includes HSA Bank and
Government Finance. As of January 2009, Webster�s equipment finance, wealth management and insurance premium finance lines of business,
previously reported within the Company�s Other segment were realigned within the Company�s organizational hierarchy to be included within the
Commercial Banking segment, while certain support functions were realigned within the corporate functions.

The Corporate and reconciling amounts include the Company�s Treasury unit, the results of discontinued operations and the amounts required to
reconcile profitability metrics to GAAP reported amounts. For further discussion of Webster�s business segments, see pages 50-53 in this report
and Note 22, �Business Segments�, on pages 125-127 of Webster�s 2008 Annual Report on Form 10-K.

The following tables present the operating results and total assets for Webster�s reportable segments for the three and nine months ended
September 30, 2009 and 2008. The results for the three and nine months ended September 30, 2009 incorporate the allocation of the increase in
the provision for credit losses and income tax benefit to each of Webster�s business segments, resulting in a reduction in the income tax expense
(benefit).

Three months ended September 30, 2009

(In thousands)
Commercial

Banking
Retail

Banking
Consumer

Finance Other

Total
Reportable
Segments

Corporate
&

Reconciling
Amounts

Consolidated
Total

Net interest income $ 37,932 $ 40,070 $ 29,748 $ 6,056 $ 113,806 $ 12,866 $ 126,672
Provision for credit losses 12,930 2,890 6,624 �  22,444 62,556 85,000

Net interest income after provision 25,002 37,180 23,124 6,056 91,362 (49,690) 41,672
Non-interest income 8,392 30,755 2,943 2,883 44,973 (815) 44,158
Non-interest expense 26,498 71,461 15,686 6,531 120,176 6,910 127,086

Income (loss) from continuing
operations before income taxes 6,896 (3,526) 10,381 2,408 16,159 (57,415) (41,256) 
Income tax expense (benefit) 3,994 (1,728) 6,042 1,112 9,420 (31,434) (22,014) 

Consolidated net income (loss) 2,902 (1,798) 4,339 1,296 6,739 (25,981) (19,242) 
Less: noncontrolling interest �  �  8 �  8 �  8

Net income (loss) attributable to
Webster Financial Corporation $ 2,902 $ (1,798) $ 4,331 $ 1,296 $ 6,731 $ (25,981) $ (19,250) 

Total assets at period end $ 4,585,370 $ 1,571,585 $ 6,053,742 $ 22,710 $ 12,233,407 $ 5,574,879 $ 17,808,286

Three months ended September 30, 2008, as reclassified (a)

(In thousands)
Commercial
Banking (a)

Retail
Banking

Consumer
Finance Other (a)

Total
Reportable
Segments

Corporate
&

Reconciling
Amounts (a)

Consolidated
Total

Edgar Filing: WEBSTER FINANCIAL CORP - Form 10-Q

Table of Contents 55



Net interest income $ 35,076 $ 53,826 $ 28,472 $ 4,478 $ 121,852 $ 7,329 $ 129,181
Provision for credit losses 7,526 1,586 3,972 �  13,084 32,416 45,500

Net interest income after provision 27,550 52,240 24,500 4,478 108,768 (25,087) 83,681
Non-interest income 8,863 32,711 3,085 2,456 47,115 (31,366) 15,749
Non-interest expense 23,718 68,189 17,047 5,954 114,908 2,407 117,315

Income (loss) from continuing
operations before income taxes 12,695 16,762 10,538 980 40,975 (58,860) (17,885) 
Income tax expense (benefit) 3,930 4,623 3,829 72 12,454 (14,332) (1,878) 

Income (loss) from continuing
operations 8,765 12,139 6,709 908 28,521 (44,528) (16,007) 
Loss from discontinued operations �  �  �  �  �  (518) (518) 

Consolidated net income (loss) 8,765 12,139 6,709 908 28,521 (45,046) (16,525) 
Less: noncontrolling interest �  �  14 �  14 �  14

Net income (loss) attributable to
Webster Financial Corporation $ 8,765 $ 12,139 $ 6,695 $ 908 $ 28,507 $ (45,046) $ (16,539) 

Total assets at period end $ 5,250,643 $ 1,598,803 $ 6,999,619 $ 25,044 $ 13,874,109 $ 3,641,928 $ 17,516,037

(a) As of January 1, 2009 management realigned its business segments balances for Webster�s equipment finance, wealth management and
insurance premium finance operating units, previously reported as a component of the Other reporting segment. Each has been reclassified
to be included within the Commercial reporting segment while certain support functions were realigned within the corporate function. The
2008 balances were reclassified for comparability to the 2009 presentation.
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Nine months ended September 30, 2009

(In thousands)
Commercial

Banking
Retail

Banking
Consumer

Finance Other

Total
Reportable
Segments

Corporate
&

Reconciling
Amounts

Consolidated
Total

Net interest income $ 110,628 $ 126,646 $ 92,806 $ 13,559 $ 343,639 $ 20,518 $ 364,157
Provision for credit losses 33,185 7,183 17,260 �  57,628 178,372 236,000

Net interest income after provision 77,443 119,463 75,546 13,559 286,011 (157,854) 128,157
Non-interest income 25,828 88,459 10,498 8,819 133,604 47 133,651
Non-interest expense 77,667 214,360 46,872 19,411 358,310 16,869 375,179

Income (loss) from continuing
operations before income taxes 25,604 (6,438) 39,172 2,967 61,305 (174,676) (113,371) 
Income tax expense (benefit) 11,551 (2,904) 17,671 1,338 27,656 (78,799) (51,143) 

Income (loss) from continuing
operations 14,053 (3,534) 21,501 1,629 33,649 (95,877) (62,228) 
Gain from discontinued operations �  �  �  �  �  313 313

Consolidated net income (loss) 14,053 (3,534) 21,501 1,629 33,649 (95,564) (61,915) 
Less: noncontrolling interest �  �  21 �  21 �  21

Net income (loss) attributable to
Webster Financial Corporation $ 14,053 $ (3,534) $ 21,480 $ 1,629 $ 33,628 $ (95,564) $ (61,936) 

Total assets at period end $ 4,585,370 $ 1,571,585 $ 6,053,742 $ 22,710 $ 12,233,407 $ 5,574,879 $ 17,808,286

Nine months ended September 30, 2008, as reclassified (a)

(In thousands)
Commercial
Banking (a)

Retail
Banking

Consumer
Finance Other (a)

Total
Reportable
Segments

Corporate
&

Reconciling
Amounts (a)

Consolidated
Total

Net interest income $ 104,557 $ 164,000 $ 90,510 $ 12,161 $ 371,228 $ 8,495 $ 379,723
Provision for credit losses 17,142 3,986 10,853 �  31,981 54,319 86,300

Net interest income after provision 87,415 160,014 79,657 12,161 339,247 (45,824) 293,423
Non-interest income 27,095 94,189 10,313 7,273 138,870 (81,023) 57,847
Non-interest expense 76,447 209,223 53,072 18,658 357,400 13,326 370,726

Income (loss) from continuing
operations before income taxes 38,063 44,980 36,898 776 120,717 (140,173) (19,456) 
Income tax expense (benefit) 3,639 4,300 3,527 74 11,540 (13,400) (1,860) 

Income (loss) from continuing
operations 34,424 40,680 33,371 702 109,177 (126,773) (17,596) 
Loss from discontinued operations �  �  �  �  �  (3,081) (3,081) 
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Consolidated net income (loss) 34,424 40,680 33,371 702 109,177 (129,854) (20,677) 
Less: noncontrolling interest �  �  6 �  6 �  6

Net income (loss) attributable to
Webster Financial Corporation $ 34,424 $ 40,680 $ 33,365 $ 702 $ 109,171 $ (129,854) $ (20,683) 

Total assets at period end $ 5,250,643 $ 1,598,803 $ 6,999,619 $ 25,044 $ 13,874,109 $ 3,641,928 $ 17,516,037

(a) As of January 1, 2009 management realigned its business segments balances for Webster�s equipment finance, wealth management and
insurance premium finance operating units, previously reported as a component of the Other reporting segment. Each has been reclassified
to be included within the Commercial reporting segment while certain support functions were realigned within the corporate function. The
2008 balances were reclassified for comparability to the 2009 presentation.

NOTE 16: Derivative Financial Instruments

The fair value of derivative positions outstanding is included in accrued interest receivable and other assets and accrued expense and other
liabilities in the accompanying condensed consolidated balance sheets and in the net change in each of these financial statement line items in the
accompanying condensed consolidated statements of cash flows.

The Company utilizes interest rate swaps and caps to mitigate exposure to interest rate risk and to facilitate the needs of its customers. The
Company�s objectives for utilizing these derivative instruments are described below:

The Company has entered into an interest rate swap contract with a total notional amount of $150.0 million. The interest rate swap contract was
designated as a hedging instrument in a fair value hedge with the objective of converting the interest expense to floating rate from fixed rate on
the Company�s $150.0 million 5.125% fixed rate senior notes throughout the ten-year period beginning in April 2004 and ending in April 2014.
Under the swap, the Company will receive a fixed interest rate of 4.602% and pay a variable interest rate of three month LIBOR on a total
notional amount of $150.0 million with quarterly settlements.
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The Company entered into two interest rate swap contracts on its subordinated notes with a total notional amount of $200 million. The interest
rate swap contracts were designated as hedging instruments in a fair value hedge with the objective of converting the interest expense to floating
rate from fixed rate on the Company�s $200 million 5.875% fixed rate subordinated notes throughout the ten-year period beginning May and July
2003, respectively, and ending in January 2013 from changes in the fair value of the subordinated notes as a result of movements in market
interest rates. On March 13, 2009, $25.0 million of the interest rate swaps on the subordinated notes was terminated in connection with the early
extinguishment of $22.5 million of Webster Bank�s subordinated notes. The termination of the swap resulted in the recognition of a net gain of
$1.9 million. The pro-rata share of the gain not directly related to the debt redemption has been deferred and will be amortized over the
remaining life of the liability. Under the swaps, the Company will pay a variable interest rate of three month LIBOR and receive a weighted
average fixed interest rate of 4.25% on a total notional amount of $175.0 million.

During April 2008, the Company entered into an interest rate swap contract on an FHLB advance with a total notional amount of $100 million.
The interest rate swap contract was designated as a cash flow hedge with the objective of making the quarterly interest payments fixed on the
Company�s variable-rate (three month LIBOR plus a margin of three basis points) FHLB advance effective April 2008 and ending in April 2013
from the risk of variability of those payments resulting from changes in the three month LIBOR interest rate. On April 30, 2009 the cash flow
swap contract for the FHLB advance was terminated. At the time of termination, the swap had an unrealized loss of $5.9 million, which will be
amortized over the remaining life of the advance. The expected amount of the gain to be amortized out of other comprehensive income over the
next twelve months is $1.5 million.

The Company entered into two interest rate swap contracts on its FHLB advances with a total notional amount of $200 million. The interest rate
swap contracts were designated as hedging instruments in a fair value hedge with the objective of converting the interest expense to a floating
rate from fixed rate. Under the first swap the Company will receive a fixed rate of 4.99% and pay a variable rate of (1 month libor plus 425.25
bp) on a notional amount of $100.0 million. Under the second swap, the Company will receive a fixed rate of 3.19% and a pay a variable rate of
(1 month libor plus 222 bp) on a notional amount of $100.0 million. The Company has entered into certain interest rate swaps and caps that are
not designated as hedging instruments. These derivative contracts relate to transactions in which the Company enters into an interest rate
derivative with a customer while at the same time entering into an offsetting interest rate derivative with another financial institution. In
connection with each swap transaction, the Company agrees to pay interest to/receive interest from the customer on a notional amount at a
variable interest rate and receive interest from/pay interest to the customer on a similar notional amount at a fixed interest rate. At the same time,
the Company agrees to pay to/receive from another financial institution the same fixed interest rate on the same notional amount and receive/pay
the same variable interest rate on the same notional amount. The transaction allows the Company�s customer to effectively convert a
variable/fixed rate loan to a fixed/variable rate. Due to the offsetting nature of the contracts, changes in the fair value of the underlying
derivative contracts for the most part offset each other and do not significantly impact the Company�s results of operations.

The following table presents the notional amounts and estimated fair values of the Company�s interest rate derivative contracts outstanding at
September 30, 2009 and December 31, 2008. The Company utilizes internal valuation models in addition to obtaining dealer quotations to value
its interest rate derivative contracts designated as hedges.

Condensed
Consolidated September 30, 2009 December 31, 2008

(in thousands)
Balance Sheet

Location
Notional
Amount

Estimated
Fair Value

Notional
Amount

Estimated
Fair Value

Interest rate derivatives designated as hedges of fair value:
Interest rate swaps on senior notes Other assets $ 150,000 $ 13,737 $ 150,000 $ 18,452
Interest rate swap on subordinated notes Other assets 175,000 12,434 200,000 19,725
Interest rate swap on FHLB advances Other assets 200,000 533 �  �  

Interest rate derivatives designated as hedges of cash flows:
Rate swaps on FHLB advances Other liabilities �  �  100,000 (7,441) 

Non-hedging interest rate derivatives - customer position:
Commercial loan interest rate swaps Other assets 436,321 34,596 446,870 48,434
Commercial loan interest rate swaps Other liabilities 9,136 (82) �  �  
Commercial loan interest rate swaps with floors Other assets 21,335 818 �  �  
Commercial loan interest rate caps Other assets �  �  8,498 9
Commercial loan interest rate caps Other liabilities 6,738 (32) �  �  

Non-hedging interest rate derivatives - Webster position:
Commercial loan interest rate swaps Other liabilities 445,419 (32,076) 446,822 (45,805) 
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Commercial loan interest rate swaps with floors Other liabilities 21,335 (487) �  �  
Commercial loan interest rate caps Other liabilities 6,738 31 8,498 (9) 
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The weighted-average rates paid and received for interest rate swaps outstanding at September 30, 2009 were as follows:

Weighted-Average
Interest

Rate Paid
Interest

Rate Received
Interest rate swaps:
Fair value hedge interest rate swaps on senior notes 0.5094% 4.6020% 
Fair value hedge interest rate swaps on subordinated notes 0.5094 4.2536
Fair value hedge interest rate swaps on FHLB advances 3.4950 4.0900
Non-hedging interest rate swaps 2.1359 2.2112

The weighted-average strike rates for interest rate caps and floors outstanding at September 30, 2009 were as follows:

Non-hedging commercial loan interest rate caps 6.66% 
Non-hedging commercial loan interest rate swaps with floors 1.06
Foreign Currency Derivatives. The Company enters into foreign currency forward contracts that are not designated as hedging instruments
primarily to accommodate the business needs of its customers. Upon the origination of a foreign currency forward contract with a customer, the
Company simultaneously enters into an offsetting contract with a third party to negate the exposure to fluctuations in foreign currency exchange
rates. The notional amounts and fair values of open foreign currency forward contracts were not significant at September 30, 2009 and
December 31, 2008.

Other Swap. During June 2009, in conjunction with the sale of the VISA Class B stock, the Company entered into a swap transaction, where
changes in fair value are recognized currently in earnings. The notional amount and fair value were not significant at September 30, 2009.

Gains, Losses and Derivative Cash Flows. For fair value hedges, the changes in the fair value of both the derivative hedging instrument and the
hedged item are included in interest expense. Net cash flows from interest rate swaps on the senior and subordinated notes are included in
interest expense on borrowings. The extent that such changes in fair value do not offset represents hedge ineffectiveness. For cash flow hedges,
the effective portion of the gain or loss due to changes in the fair value of the derivative hedging instrument is included in other comprehensive
income, while the ineffective portion (indicated by the excess of the cumulative change in the fair value of the derivative over that which is
necessary to offset the cumulative change in expected future cash flows on the hedge transaction) is included in other non-interest expense. Net
cash flows from interest rate swaps on FHLB advances designated as hedging instruments in effective hedges of cash flows are included in
interest expense on borrowings. For non-hedging derivative instruments, gains and losses due to changes in fair value and all cash flows are
included in other non-interest income.

Amounts included in the condensed consolidated statements of operations related to non-hedging derivative instruments were not significant
during any of the reported periods. As stated above, the Company enters into non-hedge related derivative positions primarily to accommodate
the business needs of its customers. Upon the origination of a derivative contract with a customer, the Company simultaneously enters into an
offsetting derivative contract with a third party. The Company recognizes immediate income based upon the difference in the bid/ask spread of
the underlying transactions with its customers and the third party. Due to the offsetting nature of the contracts, subsequent changes in the fair
value of the underlying derivative contracts for the most part offset each other and do not significantly impact the Company�s results of
operations.

Amounts included in the condensed consolidated statements of operations related to interest rate derivatives designated as hedges of fair value
were as follows:

Three months ended
September 30,

Nine months ended
September 30,

(In thousands) 2009 2008 2009 2008
Other Borrowings interest swaps
Amount of loss included in interest expense on borrowings $ 18 $ �  $ 198 $ �  
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Amounts included in the condensed consolidated statements of operations related to non-hedging derivative instruments were as follows:

Three months ended
September 30,

Nine months ended
September 30,

(In thousands) 2009 2008 2009 2008
Non-hedging interest rate derivatives:
Other non-interest loss $ 255 $ 224 $ 643 $ 900
Counterparty Credit Risk. Derivative contracts involve the risk of dealing with both bank customers� and institutions� derivative counterparties
and their ability to meet contractual terms. Institutional counterparties must have an investment grade credit rating and be approved by the
Company�s Chief Credit Risk Officer. The Company�s credit exposure on interest rate swaps is limited to the net favorable value and interest
payments of all swaps by each counterparty for the amounts up to the established threshold for collateralization. Credit exposure may be reduced
by the amount of collateral pledged by the counterparty. The Company�s credit exposure relating to interest rate swaps with bank customers was
approximately $33.9 million at September 30, 2009. This credit exposure is partly mitigated as transactions with customers are secured by the
collateral, if any, securing the underlying transaction being hedged. The Company�s credit exposure, net of collateral pledged, relating to interest
rate swaps with upstream financial institution counterparties was approximately $9.7 million at September 30, 2009. Collateral levels for
upstream financial institution counterparties are monitored and adjusted as necessary.

Certain derivative instruments, primarily forward sales of mortgage loans and mortgage-backed securities (�MBS�) are utilized by Webster Bank
in its efforts to manage risk of loss associated with its mortgage loan commitments and mortgage loans held for sale. Prior to closing and
funding certain single-family residential mortgage loans, an interest-rate locked commitment is generally extended to the borrower. During the
period from commitment date to closing date, Webster Bank is subject to the risk that market rates of interest may change. If market rates rise,
investors generally will pay less to purchase such loans resulting in a reduction in the gain on sale of the loans or, possibly, a loss. In an effort to
mitigate such risk, forward delivery sales commitments, under which Webster agrees to deliver whole mortgage loans to various investors or
issue MBS, are established. At September 30, 2009, outstanding rate locks totaled approximately $7.3 million and the outstanding commitments
to sell residential mortgage loans totaled $22.3 million. Forward sales, which include mandatory forward commitments of approximately $21.8
million at September 30, 2009, establish the price to be received upon the sale of the related mortgage loan, thereby mitigating certain interest
rate risk. There is, however, still certain execution risk specifically related to Webster�s ability to close and deliver to its investors the mortgage
loans it has committed to sell.

The interest rate locked loan commitments and forward sales commitments are recorded at fair value, with changes in fair value recorded in
current period earnings. Loans held for sale are carried at the lower of aggregate cost or fair value.

NOTE 17: Employee Benefits

The following table provides information regarding net benefit costs for the periods shown:

(In thousands) Pension Benefits
Other

Benefits
Three months ended September 30, 2009 2008 2009 2008
Service cost $ 63 $ 38 $ �  $ �  
Interest cost 1,880 1,962 64 82
Expected return on plan assets (2,005) (2,375) �  �  
Amortization of prior service cost �  �  18 18
Amortization of the net actuarial loss 710 �  �  �  

Net periodic benefit cost (income) $ 648 $ (375) $ 82 $ 100
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(In thousands) Pension Benefits     Other Benefits    
Nine months ended September 30, 2009 2008 2009 2008
Service cost $ 189 $ 114 $ �  $ �  
Interest cost 5,616 5,886 203 246
Expected return on plan assets (6,099) (7,125) �  �  
Amortization of prior service cost �  �  54 54
Amortization of the net actuarial loss 2,392 �  �  �  

Net periodic benefit cost (income) $ 2,098 $ (1,125) $ 257 $ 300

On June 8, 2009 Webster made a contribution of $20.0 million into the Webster Bank Pension Plan. As a result, the liability for pension funding
was reduced from $23.9 million at December 31, 2008 to $3.3 million at September 30, 2009. Additional contributions will be made as deemed
appropriate by management in conjunction with the Plan�s actuaries.

As a result of a prior acquisition, Webster has assumed the obligations of a pension plan. The plan was not merged into the Webster Bank
Pension Plan, but continued to be included in a multiple employer plan. Webster Bank made $0.4 million and $0.7 million in contributions to
this pension plan during the three and nine months ended September 30, 2009.

NOTE 18: Income Taxes

Income tax (benefit) expense applicable to (loss) income from continuing operations is comprised of the following:

Three months ended
September 30,

Nine months ended
September 30,

(In thousands) 2009 2008 2009 2008
Current:
Federal $ (18,731) $ 13,156 $ (54,491) $ 32,177
State and local 1,697 812 3,891 3,953

(17,034) 13,968 (50,600) 36,130

Deferred:
Federal (4,509) (15,513) (241) (37,633) 
State and local (471) (333) (302) (357) 

(4,980) (15,846) (543) (37,990) 

Total:
Federal (23,240) (2,357) (54,732) (5,456) 
State and local 1,226 479 3,589 3,596

Income tax (benefit) expense $ (22,014) $ (1,878) $ (51,143) $ (1,860) 

The following is a reconciliation of Webster�s reported income tax (benefit) expense applicable to (loss) income from continuing operations to
the amount that would result from applying the federal statutory rate of 35%:

Three months ended
September 30,

Nine months ended
September 30,

(In thousands) 2009 2008 2009 2008
Income tax (benefit) expense at statutory rate $ (14,443) $ (6,264) $ (39,687) $ (6,812) 
Reconciliation to reported income tax expense (benefit):
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Goodwill impairment �  355 �  3,330
Valuation allowance recognized for capital losses (4,134) 5,973 25 6,587
State and local income taxes, net of federal benefit 797 312 2,333 2,338
Tax-exempt interest income, net (2,535) (2,459) (7,579) (7,136) 
Increase in cash currender value of life insurance (942) (912) (2,782) (2,733) 
Other, net (757) 1,117 (3,453) 2,566

Reported income tax (benefit) expense $ (22,014) $ (1,878) $ (51,143) $ (1,860) 

Effective Tax Rate 53.3% 10.5% 45.1% 9.6% 
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The tax effects of significant temporary differences comprising the deferred tax assets and liabilities are summarized below:

(In thousands)
September 30,

2009
December 31,

2008
Deferred tax assets:
Allowance for credit losses $ 132,028 $ 96,064
Net operating loss and credit carry forwards 60,057 44,751
Net unrealized loss on securities available for sale 1,463 38,488
Compensation and employee benefit plans 25,898 33,745
Impairment losses on securities available for sale 35,884 82,057
Other 20,795 21,128

Total deferred tax assets 276,125 316,233
Valuation allowance (72,584) (78,826) 

Deferred tax assets, net of valuation allowance 203,541 237,407

Deferred tax liabilities:
Deferred loan costs 14,190 16,451
Premises and equipment 7,664 2,508
Equipment financing leases 17,837 19,127
Purchase accounting and fair-value adjustments 5,002 6,308
Other 19,390 3,676

Total deferred tax liabilities 64,083 48,070

Deferred tax asset, net $ 139,458 $ 189,337

Webster�s $72.6 million and $78.8 million valuation allowance at September 30, 2009 and December 31, 2008, respectively, consists primarily of
$62.4 million and $67.1 million respectively, for net state deferred tax assets due to realization uncertainties and $10.1 million and $11.7
million, respectively, for securities losses that are capital in nature which, are deductible only to the extent of offsetting capital gains for U.S. tax
purposes.

An evaluation of the realizability of its DTAs was performed in accordance with the provisions of FASB ASC Topic 740 �Income Taxes�.
Management believes that Webster will more likely than not realize $203.5 million of DTAs (net of valuation allowance) because of future
reversals of existing taxable temporary differences that are scheduled to reverse and offset deductible temporary differences in the future;
prudent tax planning strategies and projected future taxable income.

There can be no absolute assurance that any specific level of future income will be generated or that the Company�s DTAs will ultimately be
realized.

Connecticut net operating loss carryovers (�NOLs�) totaling nearly $915 million at September 30, 2009 are scheduled to expire in varying
amounts during tax years 2020 through 2029. As noted previously, a full valuation allowance amounting to $44.6 million has been established
for those NOLs due to uncertainties of realization, and is included in Webster�s overall $62.4 million valuation allowance attributable to net state
DTAs noted above.

Due to similar realization uncertainties, a full valuation allowance has also been established for the remaining Connecticut and Rhode Island net
DTAs in addition to those from Connecticut NOLs. The state and local portions of net DTAs in jurisdictions where such uncertainties do not
exist approximated $2.7 million at September 30, 2009, as compared to $2.4 million at December 31, 2008.

Webster applies the provisions of FASB ASC Topic 740 �Income Taxes�, which prescribes the recognition and measurement criteria related to
tax positions taken or expected to be taken in a tax return. For the nine months ended September 30, 2009, The Company�s gross unrecognized
tax benefits, excluding interest, have not changed significantly since December 31, 2008. Webster classifies interest and penalties, if any, related
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to tax uncertainties as income tax expenses. For the nine months ended September 30, 2009, Webster recognized $1.1 million of interest and
penalties. Webster and its subsidiaries file federal consolidated and various state and local tax returns. The federal income tax returns have been
audited through 2004. Various state and local returns are subject to audits by tax authorities beginning with the 2002 tax year. The settlement of
certain state and local audits within the next 12 months, if any, is not anticipated to have a significant impact on the Company�s results or
financial position.
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NOTE 19: Subsequent Events

On October 15, 2009 Warburg Pincus completed the funding of its $115 million investment in Webster after receiving the necessary antitrust
and federal bank regulatory approvals. See Note 12 � Shareholder�s Equity for additional information on the Warburg transaction.

Webster has completed the sale of its Budget Installment Corporation subsidiary, effective November 2, 2009. The sale is not expected to have a
material effect on Webster�s condensed consolidated financial position, results of operations or cash flows.

Subsequent events have been evaluated through November 6, 2009, the date financial statements are filed with the SEC. Through that date,
except for the transactions previously discussed, there were no additional events requiring disclosure.
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ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with the Company�s consolidated financial statements, and notes thereto, for the year
ended December 31, 2008, included in the 2008 Form 10-K and in conjunction with the condensed consolidated financial statements and notes
thereto included in Item 1 to this report. Operating results for the three and nine months ended September 30, 2009 are not necessarily indicative
of the results for the full year ending December 31, 2009 or any future period.

Dollar amounts in tables are stated in thousands, except for per share amounts.

Forward-Looking Statements and Factors that Could Affect Future Results

Certain statements contained in this Quarterly Report on Form 10-Q that are not statements of historical fact constitute forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of 1995 (the �Act�), notwithstanding that such statements are not
specifically identified as such. In addition, certain statements may be contained in the Company�s future filings with the SEC, in press releases,
and in oral and written statements made by or with the approval of the Company that are not statements of historical fact and constitute
forward-looking statements within the meaning of the Act. Examples of forward-looking statements include, but are not limited to:
(i) projections of revenues, expenses, income or loss, earnings or loss per share, the payment or nonpayment of dividends, capital structure and
other financial items; (ii) statements of plans, objectives and expectations of Webster or its management or Board of Directors, including those
relating to products or services; (iii) statements of future economic performance; and (iv) statements of assumptions underlying such statements.
Words such as �believes�, �anticipates�, �expects�, �intends�, �targeted�, �continue�, �remain�, �will�, �should�, �may� and other similar expressions are intended to
identify forward-looking statements but are not the exclusive means of identifying such statements.

Forward-looking statements involve risks and uncertainties that may cause actual results to differ materially from those in such statements.
Factors that could cause actual results to differ from those discussed in the forward-looking statements include, but are not limited to:

� Local, regional, national and international economic conditions and the impact they may have on the Company and its customers and
the Company�s assessment of that impact.

� Volatility and disruption in national and international financial markets.

� Government intervention in the U.S. financial system.

� Changes in the level of non-performing assets and charge-offs.

� Inflation, interest rate, securities market and monetary fluctuations.

� Acts of God or of war or terrorism.

� The timely development and acceptance of new products and services and perceived overall value of these products and services by
users.

� Changes in consumer spending, borrowings and savings habits.

� Technological changes.
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� The ability to increase market share and control expenses.

� Changes in the competitive environment among financial holding companies and other financial service providers.

� The effect of changes in laws and regulations (including laws and regulations concerning taxes, banking, securities and
insurance) with which the Company and its subsidiaries must comply.

� The effect of changes in accounting policies and practices, as may be adopted by the regulatory agencies, as well as the Public
Company Accounting Oversight Board, the Financial Accounting Standards Board and other accounting standard setters.

� Changes in the Company�s organization, compensation and benefit plans.

� The costs and effects of legal and regulatory developments including the resolution of legal proceedings or regulatory or other
governmental inquiries and the results of regulatory examinations or reviews.

� The Company�s success at managing the risks involved in the foregoing items.
Forward-looking statements speak only as of the date on which such statements are made. The Company undertakes no obligation to update any
forward-looking statement to reflect events or circumstances after the date on which such statement is made, or to reflect the occurrence of
unanticipated events.
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Critical Accounting Policies

The Company�s significant accounting policies are described in Note 1 to the consolidated financial statements included in its 2008 Annual
Report on Form 10-K. The preparation of the consolidated financial statements in accordance with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses, and to
disclose contingent assets and liabilities. Actual results could differ from those estimates. Management has identified accounting for the
allowance for credit losses, valuation and analysis for impairment of goodwill and other intangible assets, and the analysis of
other-than-temporary impairment for its investment securities, income taxes and pension and other post retirement benefits as the Company�s
most critical accounting policies and estimates in that they are important to the portrayal of the Company�s financial condition and results, and
they require management�s most subjective and complex judgment as a result of the need to make estimates about the effects of matters that are
inherently uncertain. These accounting policies, including the nature of the estimates and types of assumptions used, are described throughout
this Item 2, Management�s Discussion and Analysis of Financial Condition and Results of Operations and Part II, Item 7, Management�s
Discussion and Analysis of Financial Condition and Results of Operations included in the Company�s 2008 Annual Report on Form 10-K.
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RESULTS OF OPERATIONS

Summary of Performance

Webster�s net loss was $19.2 million, or $0.39 per diluted common share, for the three months ended September 30, 2009, compared to a net loss
of $16.5 million, or $0.42 per diluted common share, for the three months ended September 30, 2008. The net loss from continuing operations
was $19.2 million, or $0.39 per diluted common share, for the three months ended September 30, 2009, compared to net loss from continuing
operations of $16.0 million, or $0.41 per diluted common share for the three months ended September 30, 2008. The year-over-year increase in
net loss from continuing operations is primarily attributable to a $39.5 million increase in the provision for credit losses and a $2.6 million
increase in the net loss on investment securities for the three months ended September 30, 2009 compared to September 30, 2008, partially offset
by a $32.2 million decrease in the loss on write-down of investments to fair value for the three months ended September 30, 2009 as compared
to September 30, 2008. Net interest income, which decreased $2.5 million for the three months ended September 30, 2009 from the comparable
period in the prior year, was negatively impacted by the declining interest rate environment, and the effect that declining short-term interest rates
and a flattening of the yield curve had on the net interest margin, as assets reprice faster than liabilities.

For the nine months ended September 30, 2009, Webster�s net loss was $61.9 million compared to a net loss of $20.7 million for the comparable
period in 2008. Net loss per diluted share was $1.35 for the nine months ended September 30, 2009 compared to a net loss per diluted share of
$0.51 for the comparable period in 2008. The increase in net loss per share is directly related to the calculation of earnings per share in
accordance with accounting guidance provided by FASB ASC Topic 260 �Earnings Per Share� and related updates including FASB ASU No.
2009-08. The calculation of earnings per share required Webster to determine the dilutive effects of the Series A Preferred Stock tendered on
June 24, 2009 and adjust earnings per share for the $58.8 million excess of the carrying amount of the preferred stock retired over the fair value
of the common shares issued and cash delivered net of the $7.2 million of dividends paid. The year-over-year increase in net loss is primarily
attributable to a $149.7 million increase in the provision for credit losses for the nine months ended September 30, 2009 compared to
September 30, 2008, partially offset by a $24.3 million gain on the exchange of $63.9 million of Trust Preferred Securities for common stock.
The year-over-year comparisons for the nine months ended September 30, 2009 as compared to the comparable period in 2008 are also impacted
by the declining interest rate environment, and the effect that declining short-term interest rates and a flattening of the yield curve have had on
net interest margin. Income (loss) from discontinued operations, net of taxes totaled $0.3 million for the nine months ended September 30, 2009
and $(3.1) million for the nine months ended September 30, 2008. The $3.4 million decrease in the loss from discontinued operations is due to
the realization of a loss on the sale of Webster Insurance and Webster Risk Services in the September 30, 2008 period.

Significant Third Quarter Event

During the third quarter, Webster strengthened its capital position through an agreement with Warburg Pincus, the global private equity firm,
pursuant to which Warburg agreed to invest $115 million in Webster, as previously disclosed. An initial amount of $40 million was invested on
July 27, 2009 and the remaining $75 million was invested on October 15, 2009. This investment, coupled with the successful exchange offer for
convertible preferred stock and trust preferred securities completed during the second quarter, enabled Webster to significantly increase common
equity with minimal dilution to tangible book value. For more information regarding Warburg�s investment in Webster and the securities
purchased, see Note 12 to Webster�s condensed consolidated financial statements included in this Quarterly Report on Form 10-Q.
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Selected financial highlights are presented in the table below.

At or for the
Three months ended September 30,

At or for the
Nine months ended September 30,

(In thousands, except per share data) 2009 2008 2009 2008

Income (Loss) and Per Share Amounts
Net interest income $ 126,672 $ 129,181 $ 364,157 $ 379,723
Total non-interest income 44,158 15,749 133,651 57,847
Total non-interest expense 127,086 117,315 375,179 370,726
Loss from continuing operations, net of tax (19,242) (16,007) (62,228) (17,596) 
Income (loss) from discontinued operations, net of tax �  (518) 313 (3,081) 
Net income attributable to noncontrolling interests 8 14 21 6
Net loss attributable to Webster Financial Corporation (19,250) (16,539) (61,936) (20,683) 
Net loss available to common shareholders (26,100) (21,748) (30,854) (26,323) 

Income (loss) from continuing operations per common share - basic $ (0.39) $ (0.41) $ (0.55) $ (0.45) 
Net income (loss) per common share - basic (0.39) (0.42) (0.54) (0.51) 
Loss from continuing operations per common share - diluted (d) (0.39) (0.41) (1.36) (0.45) 
Net loss per common share - diluted (d) (0.39) (0.42) (1.35) (0.51) 
Dividends declared per common share 0.01 0.30 0.03 0.90
Book value per common share 21.11 30.19 21.11 30.19
Tangible book value per common share 13.05 16.13 13.05 16.13
Basic shares (average) 66,281 52,032 57,125 52,017
Diluted shares (weighted average) (c) 66,281 52,032 61,100 52,017
Dividends declared per Series A preferred share 21.25 22.19 63.75 22.19
Dividends incurred per Series B preferred share 12.50 �  37.50 �  
Dividends declared per affiliate preferred share 0.22 0.22 0.65 0.65

Selected Ratios
Return on average assets (b) (0.44)% (0.37)% (0.47)% (0.14)% 
Return on average shareholders� equity (b) (4.14) (3.43) (4.47) (1.31) 
Net interest margin 3.18 3.32 3.07 3.28
Efficiency ratio (a) 65.11 59.60 66.29 63.52
Tangible capital ratio 7.70 6.34 7.70 6.34
Tier one common equity to risk weighted assets (e) 6.40 6.91 6.40 6.91

(a) Calculated using SNL�s methodology-non-interest expense (excluding foreclosed property expenses, intangible amortization, goodwill
impairments and other charges) as a percentage of net interest income (FTE basis) plus non-interest income (excluding gain/loss on
securities and other charges).

(b) Calculated based on income from continuing operations for all periods presented.
(c) For the three and nine months ended September 30, 2009 and 2008, respectively, the effect of stock options, restricted stock, convertible

preferred stock outstanding at September 30, 2009 and the outstanding warrant to purchase common stock on the computation of diluted
earnings per share was anti-dilutive. Therefore, the effect of these instruments were not included in the determination of diluted shares
(average).

(d) Calculated in accordance with FASB ASC Topic 260 and related updates including FASB ASU No. 2009-08 which required the Company
to determine the dilutive effects of the Series A Preferred Stock tendered on June 24, 2009 separately from the remaining shares
outstanding at September 30, 2009. Accordingly, the adjustments to dilutive EPS related to the Series A Preferred Stock includes the $58.8
million excess of the carrying amount of the preferred stock retired over the fair value of the common shares issued and cash delivered, net
of the $7.2 million of dividends paid. These adjustments were not incorporated into the calculation of diluted EPS for the three and six
months ended June 30, 2009. Had the $58.8 million excess of the carrying amount of the preferred stock retired over the fair value of the
common shares issued and cash delivered, net of the $7.2 million of dividends paid been taken into consideration diluted EPS for
continuing operations would have been $(0.66) and $(0.97) for the three and six months ended June 30, 2009, respectively, a decrease
from the $0.30 and $(0.10), respectively, previously reported within Webster�s Form 10-Q for the three and six months ended June 30,
2009.
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The following summarizes the major categories of assets and liabilities together with their respective interest income or expense and the rates
earned or paid by Webster:

Three months ended September 30,
2009 2008

(Dollars in thousands)
Average
Balance Interest (a)

Average
Yields

Average
Balance Interest (a)

Average
Yields

Assets
Interest-earning assets:
Loans $ 11,465,068 $ 131,266 4.54% $ 12,805,398 $ 175,363 5.43% 
Securities (b) 4,303,155 55,777 5.14 2,860,309 41,661 5.62
Federal Home Loan and Federal
Reserve Bank stock 138,070 674 1.94 132,413 1,265 3.80
Short-term investments 272,222 187 0.27 4,193 28 2.64
Loans held for sale 68,663 716 4.17 3,810 54 5.62

Total interest-earning assets 16,247,178 188,620 4.60 15,806,123 218,371 5.45
Noninterest-earning assets 1,344,626 1,537,759

Total assets $ 17,591,804 $ 17,343,882

Liabilities and equity
Interest-bearing liabilities:
Demand deposits $ 1,598,433 $ �  �  % $ 1,515,047 $ �  �  % 
Savings, NOW & money market deposits 7,444,729 15,602 0.83 5,869,948 19,660 1.33
Certificates of deposit 4,384,509 26,375 2.39 4,670,268 380,701 3.23

Total interest-bearing deposits 13,427,671 41,977 1.24 12,055,263 400,361 1.90

Repurchase agreements and other short-term debt 895,771 4,472 1.95 1,332,097 8,517 2.50
Federal Home Loan Bank advances 662,367 6,514 3.85 1,291,583 10,180 3.08
Long-term debt 589,384 5,322 3.61 655,760 9,018 5.50

Total borrowings 2,147,522 16,308 2.99 3,279,440 27,715 3.33

Total interest-bearing liabilities 15,575,193 58,285 1.48 15,334,703 428,076 2.21
Noninterest-bearing liabilities 146,798 132,799

Total liabilities 15,721,991 15,467,502
Equity 1,869,813 1,876,380

Total liabilities and equity $ 17,591,804 $ 17,343,882

Fully tax-equivalent net interest income 130,335 (209,705) 
Less: tax equivalent adjustments (3,663) (3,744) 

Net interest income $ 126,672 $ (213,449) 

Interest-rate spread 3.12% 3.24% 
Net interest margin (b) 3.18% 3.32% 
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(b) For purposes of this computation, net unrealized losses on available for sale securities of $40.6 million and $104.5 million as of

September 30, 2009 and 2008, respectively, are excluded from the average balance for rate calculations.
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Nine months ended September 30,
2009 2008

(Dollars in thousands)
Average
Balance Interest (a)

Average
Yields

Average
Balance Interest (a)

Average
Yields

Assets
Interest-earning assets:
Loans $ 11,870,636 $ 409,566 4.58% $ 12,677,899 $ 542,421 5.67% 
Securities (b) 3,975,016 161,352 5.31 2,860,501 123,394 5.62
Federal Home Loan and Federal
Reserve Bank stock 136,940 1,970 1.92 124,922 4,305 4.60
Short-term investments 102,421 261 0.34 4,750 106 2.93
Loans held for sale 55,798 1,713 4.09 35,181 1,546 5.86

Total interest-earning assets 16,140,811 574,862 4.71 15,703,253 671,772 5.65
Noninterest-earning assets 1,417,635 1,538,806

Total assets $ 17,558,446 $ 17,242,059

Liabilities and equity
Interest-bearing liabilities:
Demand deposits $ 1,557,900 $ �  �  % $ 1,480,139 $ �  �  % 
Savings, NOW & money market deposits 6,716,808 46,542 0.93 5,852,690 63,145 1.44
Certificates of deposit 4,665,633 98,325 2.82 4,744,594 129,883 3.65

Total interest-bearing deposits 12,940,341 144,867 1.50 12,077,423 193,028 2.13

Repurchase agreements and other short-term debt 1,204,744 14,826 1.62 1,330,197 28,298 2.80
Federal Home Loan Bank advances 732,351 20,028 3.61 1,230,280 30,607 3.27
Long-term debt 641,152 20,002 4.16 658,387 28,968 5.87

Total borrowings 2,578,247 54,856 2.82 3,218,864 87,873 3.60

Total interest-bearing liabilities 15,518,588 199,723 1.72 15,296,287 280,901 2.44
Noninterest-bearing liabilities 172,467 147,586

Total liabilities 15,691,055 15,443,873
Equity 1,867,391 1,798,186

Total liabilities and equity $ 17,558,446 $ 17,242,059

Fully tax-equivalent net interest income 375,139 390,871
Less: tax equivalent adjustments (10,982) (11,148) 

Net interest income $ 364,157 $ 379,723

Interest-rate spread 2.99% 3.21% 
Net interest margin (b) 3.07% 3.28% 

(a) On a fully tax-equivalent basis.
(b) For purposes of this computation, net unrealized losses on available for sale securities of $80.1 million and $69.5 million as of

September 30, 2009 and 2008, respectively, are excluded from the average balance for rate calculations.
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The following table describes the extent to which changes in interest rates and changes in the volume of interest-earning assets and
interest-bearing liabilities have impacted interest income and interest expense during the periods indicated. Information is provided in each
category with respect to changes attributable to changes in volume (changes in volume multiplied by prior rate), changes attributable to changes
in rates (changes in rates multiplied by prior volume) and the total net change. The change attributable to the combined impact of volume and
rate has been allocated proportionately to the change due to volume and the change due to rate. The table presented below is based upon reported
net interest income.

Three months ended September 30, Nine months ended September 30,
2009 vs. 2008 2009 vs. 2008

Increase (decrease) due to Increase (decrease) due to
(In thousands) Rate Volume Total Rate Volume Total
Interest on interest-earning assets:
Loans $ (26,911) $ (17,186) $ (44,097) $ (99,799) $ (33,056) $ (132,855) 
Loans held for sale (17) 679 662 (560) 727 167
Securities and short-term investments (726) 14,491 13,765 (6,057) 42,001 35,944

Total interest income (27,654) (2,016) (29,670) (106,416) 9,672 (96,744) 

Interest on interest-bearing liabilities:
Deposits (21,685) 5,931 (15,754) (60,997) 12,836 (48,161) 
Borrowings (2,603) (8,804) (11,407) (17,209) (15,808) (33,017) 

Total interest expense (24,288) (2,873) (27,161) (78,206) (2,972) (81,178) 

Net change in net interest income $ (3,366) $ 857 $ (2,509) $ (28,210) $ 12,644 $ (15,566) 

Net Interest Income

Net interest income totaled $126.7 million and $364.2 million for the three and nine months ended September 30, 2009, respectively, a decrease
of $2.5 million and $15.6 million from the comparable periods in the prior year, respectively. Average earning assets grew by 2.5% to $16.1
billion for the nine months ended September 30, 2009 from $15.7 billion for the nine months ended September 30, 2008, while the net interest
margin declined from 3.32% and 3.28% for the three and nine months ended September 30, 2008, respectively, to 3.24% and 3.21% for the three
and nine months ended September 30, 2009, respectively. The securities portfolio totaled $4.6 billion at September 30, 2009 compared to $3.7
billion at December 31, 2008 and $2.9 billion a year ago. The yield in the securities portfolio on a fully tax-equivalent basis for the three and
nine months ended September 30, 2009 was 5.14% and 5.31%, respectively, compared with 5.62% and 5.62% for the same periods in 2008.

Net interest income can change significantly from period to period based on general levels of interest rates, customer prepayment patterns, the
mix of interest earning assets and the mix of interest bearing and non-interest bearing deposits and borrowings. Webster manages the risk of
changes in interest rates on its net interest income through an Asset/Liability Management Committee and through related interest rate risk
monitoring and management policies. See �Asset/Liability Management and Market Risk� for further discussion of Webster�s interest rate risk
position.

Interest Income

Interest income for the three months ended September 30, 2009 decreased $29.7 million, or 13.8%, from the comparable period in 2008. The
decrease in short-term interest rates had an unfavorable impact on interest sensitive loans as well as lower rates on new volumes. The average
balance for investment securities for the three months ended September 30, 2009 was $4.3 billion, an increase of $1.4 billion from the
comparable period in 2008. The average balance for loans for the three months ended September 30, 2009 was $11.5 billion, a decrease of $1.3
billion from the comparable period in 2008.

Interest income for the nine months ended September 30, 2009 decreased $96.7 million, or 14.6%, from the comparable period in 2008. The
decrease in short-term interest rates had an unfavorable impact on interest sensitive loans as well as increased non-performing loans. The
average balance for investment securities for the nine months ended September 30, 2009 was $4.0 billion, an increase of $1.1 billion from the
comparable period in 2008. The average balance for loans for the nine months ended September 30, 2009 was $11.9 billion, a decrease of $0.8
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billion from the comparable period in 2008.

The yield on interest-earning assets decreased 94 basis points to 5.31% for the nine months ended September 30, 2009, from the comparable
period in 2008. The decrease reflects the declining interest rate environment during these periods as well as increased non-performing loans.

The loan portfolio yield decreased 109 basis points to 4.58% for the nine months ended September 30, 2009 and comprised 73.5% of average
interest-earning assets compared to 80.7% of average interest-earning assets for the nine months ended September 30, 2008.
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Interest Expense

Interest expense for the three months ended September 30, 2009 decreased $27.2 million, or 31.8%, from the comparable period in 2008. The
decrease for the three month period ended September 30, 2009 was primarily due to declining deposit funding costs, reflective of lower market
rates of interest year over year. The cost of total interest bearing liabilities was 1.48% for the three months ended September 30, 2009, a decrease
of 73 basis points from 2.21% for the comparable period in 2008. Interest expense on deposits for the three months ended September 30, 2009
decreased 66 basis points to 1.24% from 1.90% for the comparable period in 2008. Total interest expense on borrowings for the three months
ended September 30, 2009 decreased 34 basis points to 2.99% from 3.33% for the comparable period in 2008.

For the nine months ended September 30, 2009, interest expense decreased $81.2 million, or 28.9%, from the comparable period in 2008. The
decrease for the nine month period ended September 30, 2009 was primarily due to declining deposit funding costs and short-term borrowing
interest rates. The cost of total interest bearing liabilities was 1.72% for the nine months ended September 30, 2009, a decrease of 72 basis points
from 2.44% for the comparable period in 2008. Interest expense on deposits for the nine months ended September 30, 2009 decreased 63 basis
points to 1.50% from 2.13% for the comparable period in 2008. Total interest expense on borrowings for the nine months ended September 30,
2009 decreased 78 basis points to 2.82% from 3.60% for the comparable period in 2008.

Provision for Credit Losses

The provision for credit losses was $85.0 million and $236.0 million for the three and nine months ended September 30, 2009, respectively, an
increase of $39.5 million and $149.7 million compared to $45.5 million and $86.3 million for the three and nine months ended September 30,
2008, respectively. The increase in the provision for the three and nine months ended September 30, 2009 reflects increased levels of
nonperforming loans and charge-offs. Of the $85.0 million and $236.0 million in provision for credit losses for the three and nine months ended
September 30, 2009, $56.5 million and $184.7 million was for the continuing portfolio. Non-performing loans within the continuing portfolio
increased $138.4 million compared to December 31, 2008. Net charge-offs for Webster�s continuing portfolio for the three and nine months
ended September 30, 2009 were $51.4 million and $106.8 million, respectively, compared to $20.5 million and $47.5 million for the comparable
periods in 2008. The annualized net charge-off ratio for the continuing portfolio for the three and nine months ended September 30, 2009 was
1.83% and 1.23% compared to 0.66% and 0.52% for the comparable periods in 2008. The provision for loan losses for the liquidating portfolio
for the three and nine months ended September 30, 2009 was $28.5 million and $51.0 million, respectively. The annualized net charge-off ratio
for the liquidating portfolio for the three and nine months ended September 30, 2009 was 21.36% and 18.73% compared to 22.48% and 13.08%
for the comparable periods in 2008. Net charge-offs within Webster�s liquidating portfolio were $13.2 million and $37.8 million, respectively, for
the three and nine months ended September 30, 2009 compared to $20.7 million and $37.7 million for the comparable period in 2008.

Management performs a quarterly review of the loan portfolio and unfunded commitments to determine the adequacy of the allowance for credit
losses and the amount of provision for credit losses required. Several factors influence the amount of the provision, including loan growth and
changes in portfolio mix as well as net charge-offs, and the economic environment.

The allowance for credit losses, which is comprised of the allowance for loan losses and the reserve for unfunded commitments, totaled $336.5
million, or 2.97% of total loans at September 30, 2009, and $245.8 million, or 2.02% of total loans at December 31, 2008. The allowance for
loan losses related to the continuing portfolio was $269.3 million, or 2.52% of loans within the continuing portfolio at September 30, 2009 and
$191.4 million, or 1.61% of loans within the continuing portfolio at December 31, 2008. The allowance for loan losses related to the liquidating
portfolio was $57.1 million, or 24.1% of loans within the liquidating portfolio at September 30, 2009 and $43.9 million, or 14.5% of loans
within the liquidating portfolio at December 31, 2008.

For further information, see �Loan Portfolio Review and Allowance for Credit Losses Methodology� included in the �Financial Condition�Asset
Quality� section of Management�s Discussion and Analysis of Financial Condition and Results of Operations on pages 57-61 of this report.
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Non-Interest Income

The following summarizes the major categories of non-interest income for the three and nine months ended September 30, 2009 and 2008:

For the three months ended September 30,For the nine months ended September 30,
(In thousands) 2009 2008 2009 2008
Non-Interest Income:
Deposit service fees $ 30,844 $ 31,738 $ 88,787 $ 90,114
Loan related fees 5,557 7,171 18,389 21,920
Wealth and investment services 6,160 7,070 17,991 21,660
Mortgage banking activities 1,406 50 5,445 894
Increase in cash surrender value of life insurance 2,692 2,606 7,949 7,810
Net loss on sale of investment securities (4,728) (2,110) (13,863) (1,861) 
Impairment losses on investment securities (1,290) (33,507) (28,400) (89,684) 
Gain on exchange of trust preferreds for common stock �  �  24,336 �  
Gain on early extinguishment of subordinated notes �  �  5,993 �  
Gain on Visa share redemption �  �  1,907 1,625
Other income 3,517 2,731 5,117 5,369

Total non-interest income $ 44,158 $ 15,749 $ 133,651 $ 57,847

Total non-interest income was $44.2 million for the three months ended September 30, 2009, an increase of $28.4 million from the comparable
period in 2008. The increase for the three months ended September 30, 2009 is primarily attributable to the $32.2 million reduction in
other-than-temporary impairment charges, offset by a $2.6 million increase in net losses on the sale of investment securities.

Loan-related fees were $5.6 million for the three months ended September 30, 2009, down $1.6 million due to lower prepayment penalties and
loan origination volumes for the quarter when compared to results from the year ago period. Wealth and investment services income was $6.2
million for the three months ended September 30, 2009, down $0.9 million when compared to results from the year ago period, primarily from
lower valuation on assets under management given market declines year over year. Mortgage banking activities were $1.4 million for the three
months ended September 30, 2009, up $1.4 million due to increased mortgage lending activity when compared to results from the year ago
period. Net losses from the sale of investment securities were approximately $4.7 million for the quarter, an increase of $2.6 million when
compared to the loss of $2.1 million recorded a year ago. Losses on the sale of investment securities are primarily due to management�s intent to
reduce the concentration and exposure to other financial service entities. Other non-interest income was $3.5 million for the quarter compared to
$2.7 million a year ago.

Total non-interest income was $133.7 million for the nine months ended September 30, 2009, an increase of $75.8 million from the comparable
period in 2008. The increase for the nine months ended September 30, 2009 is primarily attributable to the $24.3 million gain on the exchange of
$63.9 million of Trust Preferred Securities for common stock, a $61.3 million reduction in other-than-temporary impairment charges and a $6.0
million gain on the early extinguishment of subordinated notes offset by a $12.0 million increase in net losses on the sale of investment
securities.

Deposit service fees totaled $88.8 million for the nine months ended September 30, 2009, down from $90.1 million in the year-ago period due to
reduced customer overdraft fees and ATM usage. Loan-related fees were $18.4 million for the nine months ended September 30, 2009, down
$3.5 million when compared to results from the year ago period due to lower prepayment penalties and loan origination volumes. Wealth and
investment services income was $18.0 million for the nine months ended September 30, 2009, down $3.7 million when compared to results from
the year ago period, primarily from lower valuation on assets under management given market declines year over year. Net losses from the sale
of investment securities was approximately $13.9 million for the nine months ended September 30, 2009; an increase of $12.0 million when
compared to a net loss of $1.9 million recorded a year ago. The net loss on the sale of investment securities is primarily due to management�s
intent to reduce the concentration and exposure to other financial service entities and for tax planning purposes related to the deferred tax asset.
Other non-interest income was $5.1 million for the nine months ended September 30, 2009 compared to $5.4 million a year ago.
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Non-Interest Expense

The following summarizes the major categories of non-interest expense for the three and nine months ended September 30, 2009 and 2008:

For the three months ended September 30,For the nine months ended September 30,
(In thousands) 2009 2008 2009 2008
Non-Interest Expenses:
Compensation and benefits $ 59,772 $ 61,314 $ 175,430 $ 187,623
Occupancy 13,572 12,827 41,461 39,637
Furniture and equipment 15,199 14,892 45,627 45,686
Intangible assets amortization 1,421 1,464 4,334 4,476
Goodwill impairment �  1,013 �  9,513
Marketing 3,802 2,478 10,104 11,061
Outside services 3,628 3,798 10,806 11,657
FDIC deposit insurance assessment 5,942 532 16,491 1,230
FDIC special deposit insurance assessment �  �  8,000 �  
Severance and other costs 4,169 1,535 5,722 10,253
Foreclosed and repossessed asset write-downs 2,232 1,968 8,354 2,685
Foreclosed and repossessed asset expenses 1,733 1,496 4,868 2,844
Other expenses 15,616 13,998 43,982 44,061

Total non-interest expenses $ 127,086 $ 117,315 $ 375,179 $ 370,726

Total non-interest expenses were $127.1 million for the three months ended September 30, 2009 compared to $117.3 million for the comparable
period in 2008. Foreclosed and repossessed asset write-downs were $2.2 million for the three months ended September 30, 2009 compared to
$2.0 million for the comparable period in 2008. Foreclosed and repossessed asset expenses were $1.7 million for the three months ended
September 30, 2009 compared to $1.5 million for the comparable period in 2008. The increase in write-downs and expenses for foreclosed and
repossessed assets is due to the increase in foreclosure activity as well as declining asset values that resulted in the write-downs to realizable
value while increased expenses are associated with higher levels of repossessed assets. For additional information on foreclosed and repossessed
assets see the section entitled Nonperforming Assets in the Asset Quality discussion beginning on page 57 of this report. The FDIC deposit
insurance assessment was $5.9 million for the three months ended September 30, 2009 compared to $0.5 million for the comparable period in
2008 due to the utilization of FDIC premium credits during fiscal 2008 and higher assessment rates effective in 2009. For additional information
on FDIC deposit insurance assessments see page 14 of Webster�s Annual Report on 10-K for the year ended December 31, 2008. Severance and
other costs were $4.2 million for the three months ended September 30, 2009 an increase of $2.6 million from the comparable period in 2008.
The increase in severance and other costs also includes the establishment of a $2.9 million reserve for fraud which had no customer impact and
excludes consideration of any recovery. Marketing expenses were $3.8 million for the three months ended September 30, 2009, an increase of
$1.3 million from the comparable period in 2008. The increase in marketing is directly related to increased campaigns for checking and for
increased advertising around branding.

Total non-interest expenses were $375.2 million for the nine months ended September 30, 2009, compared to $370.7 million for the comparable
period in 2008. The decrease of $12.2 million in compensation and benefits is directly related to the benefits realized as a result of the
OneWebster initiative. Foreclosed and repossessed asset write-downs were $8.4 million for the nine months ended September 30, 2009
compared to $2.7 million for the comparable period in 2008. Foreclosed and repossessed asset expenses were $4.9 million for the nine months
ended September 30, 2009 compared to $2.8 million for the comparable period in 2008. The $5.7 million increase in write-downs and $2.1
million increase in foreclosed and repossessed asset expenses is due to the increase in foreclosure activity as well as declining asset values that
resulted in the write-down to realizable value while increased expenses are associated with higher levels of repossessed assets. The FDIC deposit
insurance assessment was $16.5 million for the nine months ended September 30, 2009 compared to $1.2 million for the comparable period in
2008 due to the utilization of FDIC premium credits during fiscal 2008. An $8.0 million special FDIC assessment based upon 5 basis points of
Webster�s assets less Tier I Capital was required to be accrued as of June 30, 2009 and was paid on September 30, 2009 in connection with the
FDIC�s final rule dated May 22, 2009. The increase in non-interest expenses related to foreclosed properties and repossessed assets and FDIC
deposit insurance assessments were offset by the $12.2 million decrease in compensation and benefits for the nine months ended September 30,
2009 when compared to the same period in 2008 and $9.5 million goodwill impairment charge taken in 2008. For additional information on the
OneWebster initiatives, FDIC deposit insurance assessment and goodwill impairment see pages 7-8, 14 and 94-95, respectively, of Webster�s
Annual Report on Form 10-K for the year ended December 31, 2008. For additional information on foreclosed and repossessed assets see the
section entitled Nonperforming Assets in the Asset Quality discussion beginning on page 57 of this report.
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Income Taxes

Income tax benefits applicable to continuing operations for the three and nine months ended September 30, 2009, were $22.0 million and $51.1
million, respectively, compared to $1.9 million for the three and nine months in 2008.

The $22.0 million tax benefit on the $41.3 million pre-tax loss in the third quarter of 2009 reflects the application of an estimated annual
effective tax-benefit rate of 45% to the $113.4 million pre-tax loss for the nine months ended September 30, 2009. The 45% tax-benefit rate is
based on the pre-tax loss estimated for the full year of 2009. The effective tax-benefit rate for the nine months ended September 30, 2009 was
27%, excluding the impacts of goodwill impairment and the valuation allowance on securities as discussed below. The effective income tax rate
differed from the U.S. statutory rate of 35% during the comparable periods primarily due to the effect of tax-exempt income from securities and
income from life insurance policies. The comparison in effective tax rates between the two years is not meaningful because the exclusion of
discrete items in 2008 resulted in taxable income for the purposes of calculating an effective rate.

Business Segment Results

For purposes of reporting segment results, Webster has four business segments: Commercial Banking, Retail Banking, Consumer Finance and
Other. The segments are based upon the products and services provided, or the type of customer served, and they reflect the way that financial
information is currently evaluated by management. The Company�s Treasury unit is included in Corporate and Reconciling amounts along with
the results of discontinued operations, noncontrolling interests and the amounts required to reconcile profitability metrics to GAAP reported
amounts. As of January 2009, Webster�s equipment finance, wealth management and insurance premium finance lines of business, previously
reported within the Company�s Other segment, were realigned within the Company�s organizational hierarchy to be included within the
Commercial Banking segment, while certain support functions were realigned within the corporate functions. For further information regarding
Business Segments, see pages 125-127 of Webster�s 2008 Annual Report on Form 10-K.

Webster�s business segments results are intended to reflect each segment as if it were a stand-alone business. The following tables present the
results for Webster�s business segments for the three and nine months ended September 30, 2009 and 2008. The results for the three and nine
months ended September 30, 2009 incorporate the allocation of the increased provision for loan losses and the related income tax benefit to each
of Webster�s business segments.

Business Segment Performance Summary:

For the three months ended
September 30,

For the nine months ended
September 30,

(In thousands) 2009 2008 (a) 2009 2008 (a)

Net Income (Loss)
Commercial Banking $ 2,902 $ 8,765 $ 14,053 $ 34,424
Retail Banking (1,798) 12,139 (3,534) 40,680
Consumer Finance 4,331 6,695 21,480 33,365
Other 1,296 908 1,629 702

Total reportable segments 6,731 28,507 33,628 109,171
Corporate & Reconciling items (25,981) (45,046) (95,564) (129,854) 

Net loss attributable to Webster Financial Corporation $ (19,250) $ (16,539) $ (61,936) $ (20,683) 

(a) As of January 1, 2009 management realigned its business segments balances for Webster�s equipment finance, wealth management and
insurance premium finance operating units, previously reported as a component of the Other reporting segment. Each has been reclassified
to be included within the Commercial reporting segment while certain support functions were realigned within the corporate function. The
2008 balances were reclassified for comparability to the 2009 presentation.
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Commercial Banking

The Commercial Banking segment includes Webster�s middle market, asset-based lending, commercial real estate, equipment finance, wealth
management and insurance premium finance lines of business.

Commercial Banking Results:

For the three months ended For the nine months ended
September 30, September 30,

(In thousands) 2009 2008 (a) 2009 2008 (a)

Net interest income $ 37,932 $ 35,076 $ 110,628 $ 104,557
Provision for credit losses 12,930 7,526 33,185 17,142

Net interest income after provision 25,002 27,550 77,443 87,415
Non-interest income 8,392 8,863 25,828 27,095
Non-interest expense 26,498 23,718 77,667 76,447

Income before income taxes 6,896 12,695 25,604 38,063
Income tax expense 3,994 3,930 11,551 3,639

Net income $ 2,902 $ 8,765 $ 14,053 $ 34,424

Total assets at period end $ 4,585,370 $ 5,250,643 $ 4,585,370 $ 5,250,643

Total loans at period end 4,584,032 5,207,976 4,584,032 5,207,976

Total deposits at period end 623,159 481,547 623,159 481,547

(a) As of January 1, 2009 management realigned its business segments balances for Webster�s equipment finance, wealth management and
insurance premium finance operating units, previously reported as a component of the Other reporting segment. Each has been reclassified
to be included within the Commercial Banking reporting segment while certain support functions were realigned within the corporate
function. The 2008 balances were reclassified for comparability to the 2009 presentation

Income before taxes decreased $5.8 million, or 45.7%, for the three months ended September 30, 2009 compared to the comparable period in
2008. Provision for credit losses increased by $5.4 million. Net interest income increased by $2.9 million reflecting improvement on risk/return
pricing on existing and new relationships. Non-interest expenses increased $2.8 million primarily attributable to higher risk costs associated with
foreclosed property, mitigated in part by lower compensation and that the prior period had a goodwill charge.

For the nine months ended September 30, 2009, income before taxes decreased $12.5 million, or 32.7%, compared to the comparable period in
2008. Provision for credit losses increased by $16.0 million. Net interest income increased by $6.1 million while non-interest income decreased
$1.3 million and non-interest expenses increased $1.2 million.

The increases in the provision for credit losses is directly related to the negative portfolio risk rating migration offset by lower loan outstanding
when compared to the year ago period. The decrease in assets is attributable to decreases in line usage of asset-based loans and a general slowing
of business activity.

Retail Banking

Included in the Retail Banking segment is retail, business and professional banking and investment services.

Retail Banking Results:
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For the three months ended For the nine months ended
September 30, September 30,

(In thousands) 2009 2008 2009 2008
Net interest income $ 40,070 $ 53,826 $ 126,646 $ 164,000
Provision for credit losses 2,890 1,586 7,183 3,986

Net interest income after provision 37,180 52,240 119,463 160,014
Non-interest income 30,755 32,711 88,459 94,189
Non-interest expense 71,461 68,189 214,360 209,223

(Loss) income before income taxes (3,526) 16,762 (6,438) 44,980
Income tax (benefit) expense (1,728) 4,623 (2,904) 4,300

Net (loss) income $ (1,798) $ 12,139 $ (3,534) $ 40,680

Total assets at period end $ 1,571,585 $ 1,598,803 $ 1,571,585 $ 1,598,803

Total loans at period end 890,945 917,046 890,945 917,046

Total deposits at period end 10,156,412 9,375,017 10,156,412 9,375,017
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Income before taxes for the three and nine months ended September 30, 2009 decreased by $20.3 million and $51.4 million respectively, from
the comparable periods in 2008. The decline in the Retail Banking Segment�s earnings was driven by two factors: 1) a decrease in period
contribution from deposits which are linked to the recent rapid decline in interest rates and 2) an increase in FDIC premiums. With a loan to
deposit ratio of only 8.8%, the Retail Banking Segment�s contribution is driven largely by deposit balances which fund Webster�s other business
segments. Net interest income for the third quarter decreased $13.8 million, or 25.6% from the prior year, driven by a decline in revenue earned
on the Retail Banking deposit portfolio. The cost of retail deposits in the third quarter of 2009 was 1.38%, a decline of 49 basis points from the
same period in 2008. The internal earnings credit, or Funds Transfer Pricing (�FTP�), associated with Webster�s wholesale funding costs dropped
by 117 basis points during the same time period, which resulted in a 35.0% decrease in the margin on deposits. Wholesale funding costs dropped
significantly as the Federal Reserve reduced short term interest rates in late 2008 and early 2009. Based upon Webster�s FTP methodology, the
reduction in market interest rates also reduced the spread on many deposit products, such as checking and regular savings accounts, that were
priced at or near historic minimums. Based on Webster�s FTP methodology, the near term operating contribution from this business segment is
negatively impacted by the current unprecedented low interest rate environment. These results are near term and do not reflect the long-term
value of the liquidity and funding provided by Webster�s retail deposit base which would be more evident in a higher interest rate environment.

At September 30, 2009 retail deposits grew by $796.5 million over the prior year as compared to September 30, 2008. The growth was
concentrated in the core deposit product categories of Demand, MMDA and Savings. CD balances declined as customers shifted deposits into
products with more liquidity and from lower rates offered on CD�s. Non-interest income for the third quarter ended September 30, 2009
decreased $2.0 million, or 6.0%, driven by a reduction in customer overdraft activity and ATM usage and a 17% decrease in investment
revenues linked to a decline in investor confidence and a corresponding drop in sales activity. Non-interest expenses increased 4.8%, driven
primarily by a $5.0 million increase in FDIC assessments and expenses associated with the opening of two de novo branches. The increase in
FDIC insurance costs were driven by both a discontinuation of credits earned from previous periods and an actual increase in the rate assessed
on deposits. The expense increases were primarily offset by a decrease in compensation and internal support costs driven by OneWebster
initiatives.

Consumer Finance

Consumer Finance includes residential mortgage and consumer lending, as well as mortgage banking activities.

Consumer Finance Results:

For the three months ended For the nine months ended
September 30, September 30,

(In thousands) 2009 2008 2009 2008
Net interest income $ 29,748 $ 28,472 $ 92,806 $ 90,510
Provision for credit losses 6,624 3,972 17,260 10,853

Net interest income after provision 23,124 24,500 75,546 79,657
Non-interest income 2,943 3,085 10,498 10,313
Non-interest expense 15,686 17,047 46,872 53,072

Income before income taxes 10,381 10,538 39,172 36,898
Income tax expense 6,042 3,829 17,671 3,527

Income before noncontrolling interest 4,339 6,709 21,501 33,371
Noncontrolling interest 8 14 21 6

Net income $ 4,331 $ 6,695 $ 21,480 $ 33,365

Total assets at period end $ 6,053,742 $ 6,999,619 $ 6,053,742 $ 6,999,619

Total loans at period end 5,887,939 6,719,333 5,887,939 6,719,333

Total deposits at period end 19,284 23,948 19,284 23,948
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Net income decreased $2.4 million and $11.9 million, or 35.3% and 35.6%, for the three and nine months ended September 30, 2009,
respectively, compared to the comparable periods in 2008. The decrease in net income is primarily attributable to an increase in income tax
expense related to tax credits reflected in the 2008 periods. Income before taxes was relatively unchanged for the three months ended compared
to the comparable period in 2008 while income before taxes increased $2.3 million, or 6.2%, for the nine months ended September 30, 2009,
compared to the comparable period in 2008. The increase for the nine months ended September 30, 2009 is the result of the lower short term
interest rates, an increase in the interest on loans held-for-sale and gains from loan sales due to increased mortgage activity reduced expenses
related to business line restructuring and cost containment offset by an increase in the provision for credit losses. Non-interest expense decreased
by $1.4 million and $6.2 million for the three and nine months ended September 30, 2009, respectively, due to decreased operating costs
resulting from business line restructuring and cost containment initiatives offset by an increase in foreclosed property expenses. The decrease in
assets is attributable to increased loan prepayments tied to refinance activity as well as securitizations of $203.0 million and $466.5 million in
residential mortgage loans from the continuing portfolio during the second quarter of 2009 and the fourth quarter of 2008, respectively.
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Other

Other includes HSA Bank and Government Finance.

Other Results:

For the three months ended For the nine months ended
September 30, September 30,

(In thousands) 2009 2008 (a) 2009 2008 (a)

Net interest income $ 6,056 $ 4,478 $ 13,559 $ 12,161
Provision for credit losses �  �  �  �  

Net interest income after provision 6,056 4,478 13,559 12,161
Non-interest income 2,883 2,456 8,819 7,273
Non-interest expense 6,531 5,954 19,411 18,658

Income (loss) before income taxes 2,408 980 2,967 776
Income tax expense 1,112 72 1,338 74

Net income (loss) $ 1,296 $ 908 $ 1,629 $ 702

Total assets at period end $ 22,710 $ 25,044 $ 22,710 $ 25,044

Total loans at period end �  �  �  �  

Total deposits at period end 2,613,161 1,275,509 2,613,161 1,275,509

(a) As of January 1, 2009 management realigned its business segments balances for Webster�s equipment finance, wealth management and
insurance premium finance operating units, previously reported as a component of the Other reporting segment. Each has been reclassified
to be included within the Commercial Banking reporting segment while certain support functions were realigned within the corporate
function. The 2008 balances were reclassified for comparability to the 2009 presentation.

Net income of $1.3 million for the three months ended September 30, 2009 increased by $0.4 million when compared to the comparable period
in 2008. Net interest income improved $1.6 million, or 35.2%, when compared to the three months ended September 30, 2008 due to improved
margins on deposits relative to the earnings credit associated with Webster�s wholesale funding costs. The increase in non-interest income of $0.4
million, or 17.4%, compared to the three months ended September 30, 2008, is related to increased deposit fees at the HSA Bank division and
increased financial advisory fees.

Net income for the nine months ended September 30, 2009 of $1.6 million increased $0.9 million when compared to the comparable period in
2008. The increase in net income was primarily due to the increase in deposit service fees earned on the growing deposits held at HSA. The
increase in non-interest income was offset with a $1.3 million increase in income tax expense.

Reconciliation of reportable segments� net income (loss) to condensed consolidated net income (loss):

For the three months ended For the nine months ended
September 30, September 30,

(In thousands) 2009 2008 (a) 2009 2008 (a)

Net income from reportable segments $ 6,731 $ 28,507 $ 33,628 $ 109,171
Adjustments, net of taxes:
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Corporate Treasury Unit 1,641 (3,552) 1,994 17,047
Allocation of provision for credit losses (28,581) (23,693) (97,905) (49,112) 
Allocation of net interest income 3,542 (3,654) 1,014 (9,960) 
Discontinued operations �  (518) 313 (3,081) 
Allocation of non-interest income 448 (12,147) 7,833 (73,278) 
Allocation of non-interest expense (3,031) (1,482) (8,813) (11,470) 

Net loss attributable to Webster Financial Corporation $ (19,250) $ (16,539) $ (61,936) $ (20,683) 

(a) As of January 1, 2009 management realigned its business segments balances for Webster�s equipment finance, wealth management and
insurance premium finance operating units, previously reported as a component of the Other reporting segment. Each has been reclassified
to be included within the Commercial Banking reporting segment while certain support functions were realigned within the corporate
function. The 2008 balances were reclassified for comparability to the 2009 presentation
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Financial Condition

Webster had total assets of $17.8 billion and $17.6 billion at September 30, 2009 and December 31, 2008, respectively.

Total loans, net, decreased by $956.3 million, or 8.0%, from December 31, 2008 and $1.7 billion, or 13.3%, from September 30, 2008. The
decrease from December 31, 2008 reflects lower loan originations, an increase in payoffs given refinancing activity, an increase in the allowance
for loan losses and a $203.0 million loan securitization in the second quarter of 2009, while the decrease from September 30, 2008 is also due to
lower loan originations, an increase in payoffs, an increase in the allowance for loan losses and the loan securitizations: a $466.5 million
securitization in the fourth quarter of 2008 and the $203.0 million securitization in the second quarter of 2009. At the same time, total deposits
increased $1.7 billion, or 14.4%, from December 31, 2008 and $1.8 billion, or 14.9%, from September 30, 2008 as a result of increases in Retail,
Government Finance and HSA deposits. Webster�s loan to deposit ratio improved to 83.2% at September 30, 2009 compared with 102.5% and
108.7% at December 31, 2008 and September 30, 2008, respectively.

At September 30, 2009, total equity of $1.9 billion was relatively unchanged from December 31, 2008. Changes in equity for the nine months
ended September 30, 2009 consisted of a $60.7 million decrease from the Series A convertible preferred stock exchange offer, a net loss of
$61.9 million, $1.7 million of dividends to common shareholders, and $26.4 million of dividends to preferred shareholders, partially offset by an
$83.2 million increase in other comprehensive income, $38.2 million from the Warburg investment, $36.8 million from the trust preferred share
tender offer, and $6.1 million in employee stock options. At September 30, 2009, the tangible capital ratio was 7.70% compared to 7.70% at
December 31, 2008 and 6.34% at September 30, 2008. See Note 13 of Notes to condensed consolidated financial statements for information on
Webster�s regulatory capital levels and ratios.

Investment Securities Portfolio

The following table presents a summary of the cost and fair value of Webster�s investment securities:

(Dollars in thousands)

As of September 30, 2009 As of December 31, 2008

Amortized
Cost (a)(b)(c)

Gross
Unrealized Fair

Value
Amortized

Cost

Gross
Unrealized Fair

ValueGains Losses Gains Losses

Trading:
Municipal bonds and notes $ �  $ 77

Available for Sale:
U.S. Treasury Bills $ 200 $ �  $ �  $ 200 $ 1,998 $ 2 $ �  $ 2,000
Agency notes - GSE 130,215 77 (160) 130,132 �  �  �  �  
Agency collateralized mortgage obligations
(�CMOs�) - GSE 97,469 69 (417) 97,121 �  �  �  �  
Single issuer trust preferred securities (a) 55,656 �  (16,069) 39,587 55,558 �  (24,737) 30,821
Pooled trust preferred securities (b) 77,610 10,660 (5,519) 82,751 104,052 �  (41,355) 62,697
Equity securities (c) 8,625 479 (525) 8,579 30,925 2,024 (2,174) 30,775
Mortgage-backed securities - GSE 1,412,806 38,470 (909) 1,450,367 972,323 16,592 (152) 988,763
Mortgage-backed securities - other 133,883 36 (30,373) 103,546 133,814 �  (60,165) 73,649

Total available for sale $ 1,916,464 $ 49,791 $ (53,972) $ 1,912,283 $ 1,298,670 $ 18,618 $ (128,583) $ 1,188,705

Held-to-maturity:
Municipal bonds and notes $ 688,481 $ 33,865 $ (321) $ 722,025 $ 700,365 $ 9,627 $ (14,481) $ 695,511
Mortgage-backed securities - GSE 1,956,713 70,955 (913) 2,026,755 1,751,679 43,912 �  1,795,591
Mortgage-backed securities - other 57,687 �  (191) 57,496 70,467 �  (1,824) 68,643

Total held-to-maturity $ 2,702,881 $ 104,820 $ (1,425) $ 2,806,276 $ 2,522,511 $ 53,539 $ (16,305) $ 2,559,745

Total Investment Securities $ 4,619,345 $ 154,611 $ (55,397) $ 4,718,559 $ 3,821,181 $ 72,157 $ (144,888) $ 3,748,527
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(a) Amortized cost is net of $10.0 million of credit related other-than-temporary impairments at September 30, 2009.
(b) Amortized cost is net of $49.7 million of credit related other-than-temporary impairments at September 30, 2009.
(c) Amortized cost is net of $27.9 million of other-than-temporary impairments at September 30, 2009.
In accordance with the disclosure requirements of FASB ASC Topic 320, previously recorded impairment charges not related to credit loss
should be reclassified from retained earnings and recorded as a component of other comprehensive income (�OCI�). As a result, the Company
recorded a cumulative effect adjustment that increased retained earning and decreased OCI by $17.6 million, or $11.4 million net of tax,
respectively.
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Webster, either directly or through Webster Bank, maintains an investment securities portfolio that is primarily structured to provide a source of
liquidity for its operating needs, generate interest income and provide a means to balance interest rate sensitivity. The investment securities
portfolio totaled $4.6 billion at September 30, 2009 compared to $3.7 billion at December 31, 2008 and $2.9 billion a year ago. The yield in the
securities portfolio was 5.31% for the nine months ended September 30, 2009 compared with 5.62% for the comparable period in 2008 on a
fully tax-equivalent tax basis.

During the three and nine months ended September 30, 2009, the Fed Funds target rate remained flat at 0.25% in response to the economic
downturn. Short term rates, such as LIBOR, have declined while intermediate and long term rates have risen as the prospects for economic
recovery emerge. Credit spreads have narrowed for the most liquid and highest rated credits but for the less liquid and lower credit securities
those markets remain challenged.

All investment securities held by the Company at September 30, 2009 that were in an unrealized loss position were evaluated by management
and determined not to be other-than-temporarily impaired. Management does not have the intent to sell the security, and it is more likely than
not that it will not have to sell the security before recovery of its cost basis. To the extent that changes in true credit quality of the securities
negatively impacts the realizability of future estimated cash flows, the Company may be required to record additional impairment charges for
other-than-temporary impairment in future periods. For additional information on the other-than-temporary charges, refer to the �Supplemental
Information� link on the Investor Relations page on Webster�s website at www.wbst.com. This information does not constitute a part of this report
and is not incorporated by reference herein.

Loan Portfolio

At September 30, 2009, total loans, net were $10.9 billion, a decrease of $1.0 billion from December 31, 2008. The decrease reflects the impact
of the June 2009 securitization of $203.0 million of residential mortgage loans from the continuing portfolio, a decline in new origination
volume, $144.6 million in net charge-offs and $40.4 million in foreclosed and repossessed properties.

Commercial loans (including commercial real estate) represented 47.5% of the loan portfolio at September 30, 2009, down from 47.7% at
December 31, 2008 and up from 47.0% at September 30, 2008. Residential mortgage loans remained relatively unchanged at 25.1% of the loan
portfolio at September 30, 2009 from 25.1% at December 31, 2008 and decreased from 27.5% at September 30, 2008. The remaining portion of
the loan portfolio consisted of consumer loans, principally home equity loans and lines of credit.

The following paragraphs highlight, by business segment, the lending activities in the various portfolios during the three and nine months ended
September 30, 2009. Please refer to Webster�s 2008 Annual Report on Form 10-K, pages 1 through 6, for a complete description of Webster�s
lending activities and credit administration policies and procedures.

COMMERCIAL BANKING

Middle-Market Banking

At September 30, 2009, middle market loans, including commercial and owner-occupied commercial real estate, totaled $703.2 million, a
decrease of 14.1% compared to $819.1 million at December 31, 2008 and a decrease of 19.2% compared to $870.2 million at September 30,
2008. New loan originations for the three and nine months ended September 30, 2009 totaled $8.2 million and $45.6 million, respectively, as
compared to $26.9 million and $106.9 million for the comparable period in 2008. Lower originations in the three and nine months ended
September 30, 2009 reflect the uncertainty in the economy throughout 2009 and fewer transactions that met Webster�s risk return criteria.

Commercial Real Estate

At September 30, 2009, commercial real estate loans totaled $1.4 billion, a decrease of $0.3 billion from December 31, 2008 and a decrease of
$0.1 billion compared to September 30, 2008. The portfolio is administered by the Commercial Real Estate Division. There were no new loan
originations for the three months ending September 30, 2009 and $34.0 million for the nine months ending September 30, 2009 as compared to
$120.7 million and $371.3 million for the comparable periods. Lower originations in the three and nine months ended September 30, 2009
reflects the uncertainty in the economy throughout 2009 and fewer transactions that met Webster�s risk return criteria.

Residential Development Lending
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At September 30, 2009, loans for residential development totaled $129.0 million, a decrease of 20.2% compared to $161.6 million at
December 31, 2008 and a decrease of 40.7% compared to $217.6 million at September 30, 2008. Webster has materially reduced its new
commitments for this segment, given slowing demand for new housing. This portfolio is administered by the Commercial Real Estate Division.

Webster Business Credit Corporation

At September 30, 2009, asset-based loans totaled $602.0 million, a decrease of 20.1% compared to $753.1 million at December 31, 2008 and a
decrease of 30.7% compared to $868.2 million at September 30, 2008. Webster Business Credit Corporation (�WBCC�) is the Company�s
asset-based lending subsidiary which is headquartered in New York, NY. During the three and nine months ended September 30, 2009, WBCC
had new loan originations of $14.6 million and $18.0 million, respectively, compared to $16.4 million and $42.1 million for the comparable
periods in 2008.
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Equipment Financing

Webster�s equipment financing portfolio totaled $1.0 billion at September 30, 2009, unchanged from December 31, 2008 and September 30,
2008. Webster�s equipment financing business is conducted by Center Capital Corporation (�Center Capital�), its nationwide equipment financing
subsidiary. Center Capital originated $48.8 million and $189.3 million in new loans during the three and nine months ended September 30, 2009,
respectively, as significant decline compared to $107.9 million and $325.1 million during the comparable periods in 2008.

Insurance Premium Financing

Budget Installment Corporation (�BIC�), Webster�s insurance premium financing subsidiary, provides products covering commercial property and
casualty policies for businesses throughout the United States. BIC had total loans outstanding of $93.5 million at September 30, 2009, an
increase of 8.6% compared to $86.1 million at December 31, 2008 and an increase of 17.5% compared to $79.6 million at September 30, 2008.
New loans originated in the three and nine months ended September 30, 2009 totaled $54.6 million and $171.9 million, compared to $48.9
million and $133.5 million, for the comparable periods in 2008. On November 2, 2009, the Company sold BIC. See Note 19 � Subsequent events
- for additional information.

RETAIL BANKING

Business & Professional Banking

Business & Professional Banking, Webster�s small business banking division, had loans outstanding of $888.5 million at September 30, 2009, a
decrease of 4.2% as compared to $927.0 million outstanding at December 31, 2008, and a decrease of 2.9% compared to $915.0 million at
September 30, 2008. Included in the portfolio is $491.1 million of loans secured by commercial real estate. New loan originations for the three
and nine months ended September 30, 2009 totaled $17.9 million and $59.3 million, respectively, compared to $40.9 million and $151.3 million
for the comparable periods in 2008.

CONSUMER FINANCE

Residential Mortgage and Mortgage Banking

For the three and nine months ended September 30, 2009, new residential mortgage loan originations totaled $219.1 million and $840.2 million,
respectively, compared with $123.6 and $393.2 million for the comparable periods in 2008. Due to the increased mortgage loan origination
activity during the three and nine months ended September 30, 2009, there are increased levels of loans designated as held for sale. At
September 30, 2009 and December 31, 2008, there were $18.9 million and $5.5 million, respectively, of residential mortgage loans held for sale
in the secondary market.

The residential mortgage loan continuing portfolio totaled $2.8 billion at September 30, 2009 and $3.0 billion at December 31, 2008. At
September 30, 2009, approximately $0.8 billion, or 28.3%, of the portfolio consisted of adjustable rate loans. Adjustable rate mortgage loans are
offered at initial interest rates discounted from the fully-indexed rate. At September 30, 2009, approximately $2.0 billion, or 71.7%, of the total
residential mortgage loan portfolio consisted of fixed rate loans.

The liquidating portfolio of residential construction loans totaled $5.8 million at September 30, 2009, a decrease of 68.9%, compared with $18.7
million at December 31, 2008, the result of continued property dispositions during the quarter ended September 30, 2009 and year to date.

Consumer Loans

Consumer finance includes home equity loans and lines of credit and other consumer loans. At September 30, 2009, consumer loans within the
continuing portfolio totaled $2.9 billion, a decrease of 5.0%, or $0.2 billion, compared to December 31, 2008. At September 30, 2009, consumer
loans within the liquidating portfolio totaled $231.3 million, a decrease of 18.5%, or $52.3 million compared to December 31, 2008. The decline
in the liquidating portfolio reflects paydown activity and charge-offs taken in the quarter and year to date.
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Asset Quality

Loan Portfolio Review and Allowance for Credit Losses Methodology

Webster strives to maintain asset quality through its underwriting standards, servicing of loans and management of nonperforming assets. The
allowance for credit losses is maintained at a level estimated by management to provide adequately for probable losses inherent in the current
loan portfolio and unfunded commitments. Probable losses are estimated based upon a quarterly review of the loan portfolio, past loss
experience, specific problem loans, economic conditions and other pertinent factors which, in management�s judgment, deserve current
recognition in estimating credit losses. In assessing the specific risks inherent in the portfolio, management takes into consideration the risk of
loss on nonaccrual loans, criticized loans and watch list loans, including an analysis of the collateral for such loans.

The quarterly allowance for credit loss analysis includes consideration of the risks associated with unfunded loan commitments and letters of
credit. These commitments are converted to estimates of potential loss using loan equivalency factors, and include internal and external historic
loss experience. At September 30, 2009, the reserve for unfunded credit commitments was $10.1 million and is included in accrued expenses
and other liabilities on the accompanying Condensed Consolidated Balance Sheets.

Management considers the adequacy of the allowance for credit losses to be a critical accounting policy. The adequacy of the allowance is
subject to judgment in its determination. Actual loan losses could differ materially from management�s estimate if actual loss factors and
conditions differ significantly from the assumptions utilized. These factors and conditions include the general economic conditions within
Webster�s market and nationally, trends within industries where the loan portfolio is concentrated, real estate values, interest rates and the
financial condition of individual borrowers. While management believes the allowance for credit losses is adequate as of September 30, 2009,
actual results may prove different and these differences could be significant.

A summary of the changes in the allowance for credit losses follows:

Three months ended
September 30,

Nine months ended
September 30,

(In thousands) 2009 2008 2009 2008

Continuing portfolio:
Beginning balance $ 264,159 $ 151,997 $ 191,426 $ 138,180
Provision 56,543 29,883 184,704 70,683
Charge-offs:
Residential (2,721) (1,624) (10,478) (4,140) 
Consumer (10,237) (4,643) (27,020) (11,124) 
Commercial (a) (37,594) (14,835) (68,803) (31,227) 
Residential development (3,019) (161) (5,417) (3,872) 

Total charge-offs (53,571) (21,263) (111,718) (50,363) 
Recoveries 2,175 714 4,894 2,831

Net charge-offs (51,396) (20,549) (106,824) (47,532) 

Ending balance - continuing portfolio $ 269,306 $ 161,331 $ 269,306 $ 161,331

Liquidating portfolio:
Beginning balance $ 41,840 $ 32,871 $ 43,903 $ 49,906
Provision 28,457 15,617 50,996 15,617
Charge-offs:
NCLC (135) (14,025) (5,608) (22,569) 
Consumer (home equity) (13,256) (6,767) (33,992) (15,665) 

Total charge-offs (13,391) (20,792) (39,600) (38,234) 
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Recoveries 194 142 1,801 549

Net charge-offs (13,197) (20,650) (37,799) (37,685) 

Ending balance - liquidating portfolio $ 57,100 $ 27,838 $ 57,100 $ 27,838

Ending balance - allowance for loan losses $ 326,406 $ 189,169 $ 326,406 $ 189,169

Reserve for unfunded credit commitments:(b)

Beginning balance $ 10,038 $ 9,500 $ 10,500 $ 9,500
Provision 67 �  367 �  
Reduction of provision previously recorded �  �  (762) �  

Ending balance reserve for unfunded commitments $ 10,105 $ 9,500 $ 10,105 $ 9,500

Ending balance - allowance for credit losses $ 336,511 $ 198,669 $ 336,511 $ 198,669

(a) All Business & Professional Banking loans, both commercial and commercial real estate, are considered commercial for purposes of
reporting charge-offs and recoveries.

(b) Reserve for unfunded credit commitments is reported as a component of accrued expenses and other liabilities in the accompanying
Condensed Consolidated Balance Sheets.
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A summary of annualized net charge-offs to average outstanding loans by category follows:

Three months ended September 30, Nine months ended September 30,
2009 2008 2009 2008

Net charge-offs continuing:
Residential 0.35% 0.18% 0.44% 0.15% 
Commercial (a) 2.86 0.97 1.70 0.76
Consumer 1.33 0.60 1.13 0.48

Net charge-offs continuing 1.83% 0.66% 1.23% 0.52% 

Net charge-offs liquidating:
NCLC 4.55% 92.69% 52.12% 45.26% 
Consumer (home equity) 21.81 8.81 15.34 6.54

Net charge-offs liquidating 21.36 22.48 18.73 13.08

Total net charge-offs to total average loans (b) 2.25% 1.29% 1.62% 0.90% 

(a) All Business & Professional Banking loans, both commercial and commercial real estate, are considered commercial for purposes of
reporting charge-offs and recoveries.

(b) Net loan charge-offs as a percentage of average loans is calculated by annualizing the net charge off amounts for the three month period
and dividing the result by average total loans for the respective periods.

See the Allowance for Credit Losses Methodology section within Part II, Item 7, Management�s Discussion and Analysis of Financial Condition
and Results of Operations, on pages 54 through 56 of Webster�s 2008 Annual Report on Form 10-K for additional information.

Asset Quality information at September 30, 2009 and December 31, 2008:

September 30, 2009 December 31, 2008
(Dollars in thousands) Amount % Amount %

Nonaccrual loans $ 281,693 71.6 $ 228,207 86.7
Nonaccrual restructured loans 79,383 20.2 4,359 1.7
Foreclosed property 32,517 8.2 30,623 11.6

Nonperforming assets $ 393,593 100.0 $ 263,189 100.0

Loans 90 days or more past due and still accruing $ 2,891 $ 1,110

Asset Quality Ratios:

Edgar Filing: WEBSTER FINANCIAL CORP - Form 10-Q

Table of Contents 99


