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PART I

ITEM 1. BUSINESS

Forward-Looking Statements

This Annual Report contains certain “forward-looking statements,” which can be identified by the use of such words as
“estimate,” “project,” “believe,” “intend,” “anticipate,” “plan,” “seek,” “expect,” “annualized,” “could,” “may,” “should,” “will,” and words of
similar meaning. These forward-looking statements include, but are not limited to:  

•statements of our goals, intentions, and expectations;
•statements regarding our business plans, prospects, growth and operating strategies;
•statements regarding the quality of our loan and investment portfolios; and
•estimates of our risks and future costs and benefits.

These forward-looking statements are based on current beliefs and expectations of our management and are inherently
subject to significant business, economic and competitive uncertainties, and contingencies, many of which are beyond
our control. In addition, these forward-looking statements are subject to assumptions with respect to future business
strategies and decisions that are subject to change.

The following factors, among others, could cause actual results to differ materially from the anticipated results or
other expectations expressed in the forward-looking statements:   

•general economic conditions, either nationally or in our market areas, including employment prospects, real estatevalues and conditions, that are worse than expected;
•competition among depository and other financial institutions;

•inflation and changes in the interest rate environment that reduce our margins and yields or reduce the fair value offinancial instruments;
•adverse changes in the securities, credit markets or real estate values;

•changes in laws, tax policies, or government regulations or policies affecting financial institutions, including changesin regulatory fees and capital requirements;
•our ability to manage operations in the current economic conditions;
•our ability to enter new markets successfully and capitalize on growth opportunities;
•our ability to successfully integrate acquired entities;
•changes in consumer demand, spending, borrowing and savings habits;

•
changes in accounting policies and practices, as may be adopted by the bank regulatory agencies, the Financial
Accounting Standards Board, or the Securities and Exchange Commission, or the Public Company Accounting
Oversight Board;

•cyber attacks, computer viruses and other technological risks that may breach the security of our websites or othersystems to obtain unauthorized access to confidential information and destroy data or disable our systems;
•technological changes that may be more difficult or expensive than expected;
•changes in our organization, compensation, and benefit plans;
•changes in the level of government support for housing finance;

•changes in monetary or fiscal policies of the U.S. Government, including policies of the U.S. Treasury and the FederalReserve Board (“FRB”);
•the ability of third-party providers to perform their obligations to us;
•the ability of the U.S. Government to manage federal debt limits;
•the effects of any U.S. Government shutdowns;
•significant increases in our loan losses, including increases that may result from the new authoritative accounting
guidance (known as the current expected credit loss (“CECL”) model which may increase the required level of our
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allowance for loan losses after adoption effective January 1, 2020; and
•changes in the financial condition, results of operations, or future prospects of issuers of securities that we own.

Because of these and other uncertainties, our actual future results may be materially different from the results
indicated by these forward-looking statements. Accordingly, you should not place undue reliance on such statements.
Except as required by law, we disclaim any intention or obligation to update or revise any forward-looking statements
after the date of this Form 10-K, whether as a result of new information, future events or otherwise.

1

Edgar Filing: Northfield Bancorp, Inc. - Form 10-K

5



Northfield Bancorp, Inc.

Northfield Bancorp, Inc., a Delaware corporation (the “Company”), was organized in 2010 and is the holding company
for Northfield Bank. Northfield Bancorp, Inc. uses the support staff and offices of Northfield Bank and reimburses
Northfield Bank for these services. If Northfield Bancorp, Inc. expands or changes its business in the future, it may
hire its own employees. In the future, we may pursue other business activities, including mergers and acquisitions,
investment alternatives and diversification of operations.

Northfield Bancorp, Inc. is subject to comprehensive regulation and examination by the Board of Governors of the
FRB.

Northfield Bancorp, Inc.’s main office is located at 581 Main Street, Suite 810, Woodbridge, New Jersey 07095, and
its telephone number at this address is (732) 499-7200. The Company's electronic filings with the Securities and
Exchange Commission, including copies of annual reports on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form 8-K, and amendments to these filings, if any, are available, free of charge, as soon as practicable after
they are filed with the Securities and Exchange Commission under the Investor Relations section of the Company's
website, www.eNorthfield.com, and on the Securities and Exchange Commission website, www.sec.gov. Information
on these websites is not and should not be considered to be a part of this annual report on Form 10-K. 

Northfield Bank

Northfield Bank was organized in 1887 and is a federally chartered savings bank. Northfield Bank conducts business
from its operations center located in Woodbridge, New Jersey, its home office located in Staten Island, New York, its
39 additional branch offices located in New York and New Jersey, and a lending office located in Brooklyn, New
York. The branch offices are located in Staten Island, Brooklyn, and the New Jersey counties of Hunterdon, Mercer,
Middlesex, and Union. Northfield Bank also offers select loan and deposit products through the internet.

On January 8, 2016, the Company completed its acquisition of Hopewell Valley Community Bank (“Hopewell Valley”),
which, after purchase accounting adjustments, added $508.5 million to total assets, $342.6 million to loans, and
$456.2 million to deposits, and nine branch offices in the Hunterdon and Mercer counties of New Jersey. Total
consideration paid for Hopewell Valley was $55.4 million, consisting of $13.7 million in cash and 2,707,381 shares of
common stock valued at $41.7 million based upon the $15.41 per share closing price of Northfield Bancorp, Inc.’s
common stock on January 8, 2016.

Northfield Bank’s principal business consists of originating multifamily and other commercial real estate loans,
purchasing investment securities, including mortgage-backed securities and corporate bonds, and, to a lesser extent,
depositing funds in other financial institutions. Northfield Bank also offers construction and land loans, commercial
and industrial loans, and home equity loans and lines of credit, and from time to time purchases loan participations
and pools of loans. Northfield Bank offers a variety of deposit accounts, including certificates of deposit, passbook,
statement, and money market savings accounts, transaction deposit accounts (negotiable orders of withdrawal (NOW)
accounts and non-interest bearing demand accounts), individual retirement accounts, and, to a lesser extent, when it is
deemed cost effective, brokered deposits. Deposits are Northfield Bank’s primary source of funds for its lending and
investing activities. Northfield Bank also borrows funds, principally through Federal Home Loan Bank (“FHLB”) of
New York advances and repurchase agreements with brokers. Northfield Bank owns 100% of NSB Services Corp.,
which, in turn, owns 100% of the voting common stock of a real estate investment trust, NSB Realty Trust, which
holds primarily mortgage loans. In addition, Northfield Bank refers its customers to independent third parties that
provide non-deposit investment products, merchant processing services, and one-to-four family residential mortgage
products.
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Northfield Bank is subject to comprehensive regulation and examination by the Office of the Comptroller of the
Currency (“OCC”).

Northfield Bank’s main office is located at 1731 Victory Boulevard, Staten Island, New York 10314, and its telephone
number at this address is (718) 448-1000. Its website address is www.eNorthfield.com. Information on this website is
not and should not be considered to be a part of this annual report on Form 10-K.

Market Area and Competition

Northfield Bank has been in business since 1887, offering a variety of financial products and services to meet the
needs of the communities we serve. Our commercial and retail banking network consists of multiple delivery channels
including full-service banking offices, automated teller machines, telephone, and internet banking capabilities,
including mobile

2
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banking and remote deposit capture. We consider our competitive products and pricing, branch network, customer
service, and financial position, as our major strengths in attracting and retaining customers in our market areas.

We face intense competition in our market areas both in making loans and attracting deposits. Our market areas have a
high concentration of financial institutions, including large money center and regional banks, non-traditional banks,
community banks, and credit unions. We face additional competition for deposits from money market funds,
brokerage firms, mutual funds, and insurance companies. Some of our competitors offer products and services that we
do not offer, such as trust services and private banking. In addition, competition has further intensified as a result of
advances in technology and product delivery systems, and we face strong competition for our borrowers, depositors,
and other customers from Financial Technology (“Fintech”) companies that provide innovative web-based solutions to
traditional retail banking services and products. Fintech companies tend to have stronger operating efficiencies and
less regulatory burdens than traditional banks.

Our deposit sources are primarily concentrated in the communities surrounding our branch offices in the New York
counties of Richmond (Staten Island) and Kings (Brooklyn), and Hunterdon, Mercer, Middlesex and Union counties
in New Jersey. As of June 30, 2018 (the latest date for which information is publicly available), we ranked fourth in
deposit market share for Federal Deposit Insurance Corporation (“FDIC”) Insured Institutions in Staten Island with a
10.93% market share. As of that date, we had a 0.68% deposit market share in Brooklyn, New York, and a combined
deposit market share of 1.42% in the Hunterdon, Mercer, Middlesex and Union counties in New Jersey.

The following table sets forth the unemployment rates for the communities we serve and the national average for the
last five years, as published by the Bureau of Labor Statistics:

Unemployment Rate At
December 31,
2018 2017 2016 2015 2014

Hunterdon County, NJ 2.8% 3.1% 3.1% 3.3% 4.2%
Middlesex County, NJ 3.1 3.5 3.6 3.9 5.2
Mercer County, NJ 3.1 3.6 3.5 3.8 5.1
Union County, NJ 3.7 4.2 4.3 4.7 6.2
Richmond County, NY 3.9 3.8 4.4 5.2 6.3
Kings County, NY 4.0 4.0 4.5 5.3 6.4
National Average 3.6 4.1 4.7 5.0 5.6

The following table sets forth median household income at December 31, 2018 and 2017, for the communities we
serve, as published by the U.S. Census Bureau:

Median Household
Income
At December 31,
2018 2017

Hunterdon County, NJ $111,743 $112,337
Middlesex County, NJ 82,945 84,008
Mercer County, NJ 77,984 76,922
Union County, NJ 76,739 72,505
Richmond County, NY 77,303 73,481
Kings County, NY 57,227 50,530
National Average 61,045 57,462

Lending Activities
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Our principal lending activity is the origination of multifamily real estate loans and, to a lesser extent, other
commercial real estate loans (typically on office, retail, and industrial properties), in New York City, New Jersey, and
eastern Pennsylvania. We also originate one-to-four family residential real estate loans (non-owner occupied
investment properties), construction and land loans, commercial and industrial loans, and home equity loans and lines
of credit.

Loan Originations, Purchases, Sales, Participations, and Servicing.  All loans we originate are underwritten pursuant
to our policies and procedures or are properly approved as exceptions to our policies and procedures. Our ability to
originate fixed- or adjustable-rate loans is dependent on the relative demand for such loans, which is affected by
various factors including

3
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current market interest rates as well as anticipated future market interest rates. Our loan origination activity may be
adversely affected by changes in economic conditions that result in decreased loan demand. Our home equity loans
and lines of credit typically are generated through direct mail advertisements, newspaper advertisements, online
applications through our website, and referrals from branch personnel. A significant portion of our multifamily real
estate loans and other commercial real estate loans are generated with the use of third-party loan brokers. Our
commercial and industrial loans typically are generated through our loan and business development officers and, to a
lesser extent, referrals from accountants and other professional contacts. We generally retain in our portfolio all loans
we originate and have historically only sold non-performing loans.  

From time-to-time, we also participate in loans, sometimes as the “lead lender”, which may not necessarily be in our
primary lending areas. Whether we are the lead lender or not, we underwrite our participation portion of the loan
according to our own underwriting criteria and procedures. At December 31, 2018 and 2017, we had $95.5 million
and $61.1 million, respectively, of loan participation interests. All loan participations are secured by real estate that
adheres to our loan policies. At December 31, 2018, all participation loans were performing in accordance with their
terms.

Loans acquired in an assisted transaction with the FDIC in 2011, and in the mergers with Flatbush Federal Bancorp,
Inc. (2012) and Hopewell Valley (2016), with deteriorated credit quality, herein referred to as purchased
credit-impaired (“PCI”) loans, have a carrying value of $20.1 million at December 31, 2018. The accounting and
reporting for these loans differs substantially from those loans originated and classified as held-for-investment. For
purposes of reporting, discussion and analysis, management has classified its loan portfolio into three categories:
(1) PCI loans, which are held-for-investment, and initially valued at estimated fair value on the date of acquisition,
with no initial related allowance for loan losses, (2) originated loans held-for-investment, which are carried at
amortized cost, less net charge-offs and the allowance for loan losses, and (3) acquired loans with no evidence of
credit deterioration, which are held-for-investment, and initially valued at an estimated fair value on the date of
acquisition, with no initial related allowance for loan losses. PCI and acquired loans are periodically evaluated for
impairment after their initial valuation and, if determined to be impaired, could have an associated allowance for loan
losses.

Loan Approval Procedures and Authority. Our lending activities follow written, non-discriminatory, underwriting
standards approved by our Board of Directors.  The loan approval process is intended to assess the borrower’s ability
to repay the loan and the value of the collateral that will secure the loan, if any. To assess the borrower’s ability to
repay, we review the borrower’s income and credit history, and information on the historical and projected income and
expenses of the borrower.

In underwriting a loan secured by real property, we require an appraisal of the property by an independent licensed or
certified appraiser approved by our Board of Directors. The appraisals of multifamily and other commercial real estate
properties are also reviewed by an independent appraisal management firm. We review and inspect properties before
disbursement of funds during the term of a construction loan. Generally, management obtains updated appraisals when
a loan is deemed impaired. These appraisals may be more limited than those prepared for the underwriting of a new
loan. In addition, when we acquire other real estate owned, we generally obtain a current appraisal to substantiate the
net carrying value of the asset.

The Board of Directors maintains a Loan Committee consisting of bank directors to: periodically review and
recommend for approval our policies related to lending as prepared by management; approve or reject loan applicants
meeting certain criteria; and monitor loan quality including concentrations and certain other aspects of our lending
functions, as applicable.  Certain Northfield Bank officers, at levels beginning with vice president, have individual
lending authority that is approved by the Board of Directors.
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