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Quarter
Revenue (tax equivalent basis) S
Net Income
Basic EPS
Diluted EPS
Cash Dividends Per Share
Return on Average Common
Shareholders' Equity
Return on Average Assets
Efficiency Ratio

Year-to-date
Revenue (tax equivalent basis) S
Net Income
Basic EPS
Diluted EPS
Cash Dividends Per Share
Return on Average Common
Shareholders' Equity
Return on Average Assets
Efficiency Ratio

Assets $
Loans
Securities
Deposits - Domestic
- Foreign

Long-Term Debt
Common Shareholders' Equity

Common Shareholders'

Equity Per Share $
Market Value Per Share

of Common Stock

Allowance for Loan Losses as
a Percent of Total Loans

Allowance for Loan Losses as
a Percent of Non-Margin Loans

Total Allowance for Credit Losses as
a Percent of Total Loans

Total Allowance for Credit Losses as
a Percent of Non-Margin Loans

Tier 1 Capital Ratio

Total Capital Ratio

Leverage Ratio

Tangible Common Equity Ratio

Employees

Assets Under Custody (In trillions)

Total Assets Under Custody $
Equity Securities
Fixed Income Securities

Assets Under Administration (In billions) $

Assets Under Management (In billions)

2,077
398
0.52
0.52
0.20

17.12%
1.59
65.7

3,995
777
1.01
1.00
0.40

16.82%
1.57
65.9

103,063
40,681
25,779
37,921
26,076

7,586
9,471

12.29

28.78

8.07

6.55
5.26

22,993

10.3
35%

65

33

1,917
379

16.52

66.2

1,917
379

16.52
1.55
66.2

96,537
38,764
23,907
33,634
25,328

7,389

9,335

12.02

29.05

8.13
12.54
6.56
5.48

S
°

o
°

$

$

$

1,775
371
0.48
0.48
0.20

17.14%
1.49
63.9

3,450
735

17.15%
1.48
66.3

97,536
38,205
22,986
36,279
24,781

6,025

8,785

11.29

29.48

7.70
11.63
6.00
4.95
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Total Assets Under Management 106 104 93
Equity Securities 34% 34% 36%
Fixed Income Securities 21 21 22
Alternative Investments 15 15 14
Liquid Assets 30 30 28

2

Management's Discussion and Analysis of Financial Condition and

INTRODUCTION

The Bank of New York Company, Inc.'s (the "Company") actual results of
future operations may differ from those estimated or anticipated in certain
forward-looking statements contained herein for reasons that are discussed
below and under the heading "Forward-Looking Statements and Factors That Could

Affect Future Results". When used in this report, the words "estimate,"
"forecast," "project," "anticipate," "expect," "intend," "believe," "plan,"
"goal," "should," "may," "strategy," "target," and words of similar meaning

are intended to identify forward-looking statements in addition to statements
specifically identified as forward-looking statements.

OVERVIEW

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

The Company has executed a consistent strategy over the past decade by
focusing on highly scalable, fee-based securities servicing and fiduciary
businesses, with top-three market share in most of its major product lines.
The Company distinguishes itself competitively by offering the broadest array
of products and services around the investment lifecycle. These include:
advisory and asset management services to support the investment decision;
extensive trade execution, clearance and settlement capabilities; custody,
securities lending, accounting and administrative services for investment
portfolios; and sophisticated risk and performance measurement tools for
analyzing portfolios. The Company also provides services for issuers of both
equity and debt securities. By providing integrated solutions for clients'
needs, the Company strives to be the preferred partner in helping its clients
succeed in the world's rapidly evolving financial markets.

The Company has grown both through internal reinvestment as well as
execution of strategic acquisitions to expand product offerings and increase
market share in its scale businesses. Internal reinvestment occurs through
increased technology spending, staffing levels, marketing/branding
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initiatives, quality programs, and product development. The Company
consistently invests in technology to improve the breadth and quality of its
product offerings, and to increase economies of scale. With respect to
acquisitions, the Company has acquired 94 businesses since 1995, almost
exclusively in its securities servicing and fiduciary segment. The
acquisition of Pershing in 2003 for $2 billion was the largest of these
acquisitions.

As part of the transformation to a leading securities servicing provider,
the Company has also de-emphasized or exited its slower-growth traditional
banking businesses over the past decade. The Company's more significant
actions include selling its credit card business in 1997 and its factoring
business in 1999, and most recently, significantly reducing non-financial
corporate credit exposures by 47% from December 31, 2000 to December 31, 2004.
Capital generated by these actions has been reallocated to the Company's
higher-growth businesses.
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The Company's business model is well positioned to benefit from a number
of long-term secular trends. These include the growth of worldwide financial
assets, globalization of investment activity, structural market changes, and
increased outsourcing. These trends benefit the Company by driving higher
levels of financial asset trading volume and other transactional activity, as
well as higher asset price levels and growth in client assets, all factors by
which the Company is compensated for its services. In addition, international
markets offer strong growth opportunities.

SECOND QUARTER 2005 HIGHLIGHTS

The Company reported second quarter net income of $398 million and
diluted earnings per share of 52 cents, compared with net income of $371
million and diluted earnings per share of 48 cents in the second quarter of
2004 and net income of $379 million and diluted earnings per share of 49 cents
in the first quarter of 2005. Year-to-date net income was $777 million, or
$1.00 of diluted earnings per share, compared to $735 million, or 94 cents of
diluted earnings per share in 2004. 2004 year-to-date results included several
gains and charges recorded in the first quarter of 2004 that in the aggregate
did not influence reported earnings per share. See "Other Developments".

Additional highlights for the quarter include:

* Securities servicing fees increased by 8% compared to the second
quarter of 2004 and 3% sequentially to $776 million, driven by
strong growth in investor services on a year-over-year basis
while issuer services was strong sequentially.

* Net interest income grew by 12% versus the second quarter of last
year and 3% on a sequential quarter basis reflecting the Company's
sound interest rate positioning and strong liquidity generated by its
core servicing businesses.

* Positive operating leverage, reflecting top-line growth and tight
operating expense control.
* Foreign exchange and other trading revenues grew by 3% compared to

the second quarter 2004 and 7% on a sequential quarter basis
reflecting continued strong customer flows and a trending market in
foreign exchange.

* Private client services and asset management revenue increased by 8%
versus the second quarter of 2004 reflecting growth in assets at Ivy
Asset Management. On a sequential quarter basis revenues were up 1%.
Continued excellent credit performance.
Acquired on July 1, 2005 Lynch, Jones & Ryan, Inc. ("LJR"), a leader

in providing commission recapture services to institutional clients.
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* Active capital management as the Company repurchased 7.6 million
shares during the quarter.

The Company's results for the quarter reflect a strong, balanced
performance - broad-based revenue growth coupled with focused expense control.
This produced solid positive operating leverage, which has been a primary
objective.

The Company expects continued growth in net interest income in the second
half of the year as well as continued favorable credit costs and progress on
managing its expense base. With respect to noninterest income, there tends to
be seasonality to the Company's business. The third quarter is generally lower
sequentially, as market volumes lighten considerably between mid-July and
Labor Day. The fourth quarter tends to be stronger. In the third quarter, the
Company will have the full-quarter benefit of the LJR acquisition, which
should contribute roughly $15 million to third quarter revenue and a modest
earnings contribution as the Company works through the integration process.

During the second quarter of 2005, the Company continued to invest in
enhancing its service offerings, critical to sustaining and growing revenue
through all types of markets, while maintaining its commitment to expense

discipline. Service offerings enhancements were the result of both internal
development and acquisitions.

The Company continues to win significant new business in a very competitive
environment. Evidence of this can be seen in Investor Services, which added
$365 billion in assets from new and existing clients. The Company continues to
make inroads in Asia, with several notable business wins this quarter.

In Korea, for example, an evolving market for pension and asset management
services where the Company has had a presence for some time, it won
a mandate to provide securities lending to the Korea Securities Depository.
The Company is also making progress in penetrating the large and

growing China marketplace. The latest mandate there comes from Industrial and
Commercial Bank of China, the largest commercial bank in China, which awarded
the Company custody and securities lending business. The Company's

longstanding client relationships in China, especially among banks and
government agencies, give the Company credibility for cross-selling efforts as
capital and asset management sectors emerge.

Another important mandate in the second quarter was the 13 UK Building
Societies that selected the Company as global custodian and issuing and paying
agent. This win reflects the Company's principal role in supporting the
infrastructure of the UK financial markets, where the Company continues to be
a leader.

As a result of the Company's increased investment in service quality, it
has won industry awards in a number of areas, including custody, tri-party
services, transition management and global trade. This type of recognition
helps to support the Company's sales efforts.

The Company has also taken a number of steps to lay the groundwork for
future growth by partnering with local providers in select markets. Joint
ventures can be an effective way to extend the Company's market leadership
into markets that are smaller but potentially lucrative. An example of this
is in Australia, where the Company entered into a corporate trust joint
venture with Trust Company of Australia.

Joint ventures can also be effective in helping the Company entering a
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large market such as Germany, which demands a local perspective. In Germany,
the Company partnered with BHF to provide global custody and "depotbank”
services.

Another new business partnership is in Japan where the Company extended
its longstanding commercial relationship with Mizuho Trust to target corporate
pension funds, leverage Ivy's products, and distribute the Company's
proprietary mutual funds.

The Company continues to make acquisitions that enhance its strategic
positioning. On July 1, the Company acquired Lynch, Jones & Ryan, the market
leader in commission recapture. In addition, LJR gives the Company 1,400
pension fund clients, which offers natural cross-selling opportunities for its
transition management services.

All in all, the Company achieved a strong, well-balanced performance this

quarter with some notable business wins and the continued development of
strategic partnerships, providing a foundation for future revenue growth.

CONSOLIDATED INCOME STATEMENT REVIEW

Noninterest Income

Percent Inc/ (Dec)
————————————————— Year—-to-date Percent

2005 vs. 2Q05 vs., —————————————— Inc/
(Dollars in millions) 2Q05 1005 2Q04 1005 2Q04 2005 2004 (Dec)
Servicing Fees
Securities $ 776 $ 751 $ 716 3% 8% $1,527 $1,432 7%
Global Payment Services 76 75 83 1 (8) 151 162 (7)
852 826 799 3 7 1,678 1,594 5
Private Client Services
and Asset Management Fees 122 121 113 1 8 243 221 10
Service Charges and Fees 103 92 93 12 11 195 189 3
Foreign Exchange and
Other Trading Activities 103 96 100 7 3 199 206 (3)
Securities Gains 23 12 12 92 92 35 45 (22)
Other* 53 31 39 71 36 84 121 (31)
Total Noninterest Income $1,256 $1,178 $1,156 7 9 $2,434 $2,376 2

The second quarter of 2005 increase in noninterest income versus both the
year ago quarter and the sequential quarter reflects broadly stronger
performance in securities servicing, service charges and fees, securities
gains, and other income.

Securities servicing fees in the second quarter of 2005 were up from the
second quarter of 2004 and from the first quarter of 2005, reflecting strong
growth in investor services and broker-dealer services versus the prior year
and in issuer services sequentially. On a year-to-date basis 2005, securities
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servicing fees were up from 2004 due to strength in investor services and
broker-dealer services. See "Business Segment Review" for additional details.

Global payment services fees were lower than the second quarter and year-—
to-date periods of 2004 and essentially unchanged on a sequential quarter

basis. The decline reflects customers choosing to pay with higher
compensating balances, which benefits net interest income, partially offset by
new business. On an invoiced services basis, total revenue was up 5% over the

second quarter of 2004 and 4% sequentially as new business wins were driven by
new capabilities in processing cross-border transactions as well as remote
check deposit. Global payment services fees were down 7% on a year-to-date
basis, reflecting lower fees due to customers choosing to pay with higher
compensating balances.

Private client services and asset management fees for the second quarter
were up significantly from the second quarter of 2004 reflecting growth in
fees at Ivy Asset Management. The small sequential quarter increase reflects
seasonally higher private client fees partially offset by a slight decline in
fees at Ivy Asset Management. For the six months ended June 30, 2005, private
client services and asset management fees increased by 10% from a year ago,
reflecting continued growth at Ivy Asset Management. Total assets under
management were $106 billion, up from $93 billion a year ago and $104 billion
at March 31, 2005.

Service charges and fees were up from the second quarter of 2004 and from
the first quarter of 2005. For the second quarter and first six months of
2005, service charges and fees were up from 2004, reflecting higher capital
markets fees. The sequential quarter increase reflects higher capital markets
fees due to increased loan syndication and advisory fees.

Foreign exchange and other trading revenues were up slightly from the
second quarter of 2004 and increased more significantly on a sequential

quarter basis. In comparison to the second quarter of 2004 the improved
results reflect new business wins as well as improved results in interest rate
derivatives. Sequential quarter results were paced by new business wins in
foreign exchange, seasonal activity tied to dividends and a trending currency
market. For the six months ending June 30, 2005, foreign exchange and other
trading revenues were down from the very strong comparable 2004 period.

Securities gains in the second quarter were up compared with the second
quarter of 2004 and the first quarter of 2005. The increase reflects higher
gains in the Company's sponsor fund portfolio. Securities gains declined in
the first six months of 2005 versus a year ago reflecting $19 million of
realized gains on four sponsor fund investments recorded in the first quarter
of 2004.

Other noninterest income increased versus the second quarter of 2004 and
the sequential quarter. The second quarter and year-to-date periods of 2005
include a $17 million gain on the sale of the Company's interest in Financial
Models Company, Inc. In the six months ended June 30, 2005, other noninterest
income was down from the six months ended June 30, 2004 primarily reflecting a
2004 pre-tax gain of $48 million on the sale of a portion of the Company's
investment in Wing Hang Bank Limited. See "Other Developments".

Net Interest Income
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Percent Percent
Inc/ (Dec) Year—-to-date Inc/ (Dec)
(Dollars in millions) 2005 2005
vS. vS. 2004 2004
2Q05 1005 2Q04 1005 2Q04 2005 Reported Core** Reported Core**

Net Interest Income $ 470 $ 455 $ 421 3% 12% $ 925 $ 689 $ 834 34% 11
Tax Equivalent

Adjustment* 7 7 8 14 14 14
Net Interest

Income on a Tax

Equivalent Basis S 477 $ 462 $ 429 3 11 $ 939 $ 703 S 848 34 11
Net Interest Rate

Spread 1.84% 1.93% 1.84% 1.89% 1.49% 1.84%
Net Yield

on Interest

Earning Assets 2.34 2.36 2.09 2.35 1.73 2.08

The increases in net interest income over 2004 reflect the Company's
positioning to benefit from the rise in short-term rates, as well as
customers' increasing use of compensating balances to pay for services. The
increase from the first quarter of 2005 is due to sound interest rate
positioning, driven in part by the expansion of deposit spreads and increased
liquidity generated by servicing activities including custody, clearing and
corporate trust. The increase in liquidity reflects a solid level of activity
through these businesses.

The net interest income rate spread was 1.84% in the second quarter of
2005, compared with 1.84% in the second quarter of 2004, and 1.93% in the
first quarter of 2005. The net yield on interest earning assets was 2.34% in
the second quarter of 2005, compared with 2.09% in the second quarter of 2004,
and 2.36% in the first quarter of 2005. The decline in spread from the first
quarter of 2005 is attributable to increased liquidity as higher deposits from
the servicing business were invested in short-duration, lower-yielding assets.

7

The year-to-date net interest income spread was 1.89% in 2005 compared
with 1.49% in 2004, while the net yield on interest earning assets was 2.35%
in 2005 and 1.73% in 2004. Excluding the impact of the SFAS 13 leasing
adjustments on the leveraged lease portfolio in 2004, the year-to-date 2004
net interest rate spread was 1.84% while net yield on interest earning assets
was 2.08%. The rise in the net yield from 2004 reflects the increasing value
of interest-free deposits in a rising rate environment.

Noninterest Expense and Income Taxes

Percent Inc/ (Dec)

————————————————— Year-to-date Percent

2005 vs. 2005 vs. —————————————— Inc/
(Dollars in million) 2Q05 1005 2Q04 1005 2Q04 2005 2004 (Dec)



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

Salaries and

Employee Benefits $ 640 $ 618 $ 570 4% 12% $1,258 $1,144 10%
Net Occupancy 82 78 72 5 14 160 153 5
Furniture and Equipment 51 52 51 (2) - 103 102 1
Clearing 42 46 44 (9) (5) 88 92 (4)
Sub-custodian Expenses 24 23 22 4 9 47 44 7
Software 55 53 50 4 10 108 99 9
Communications 22 23 23 (4) (4) 45 47 (4)
Amortization

of Intangibles 10 8 8 25 25 18 16 13
Other 197 176 172 12 15 373 328 14
Total Noninterest

Expense $1,123 $1,077 $1,012 4 11 $2,200 $2,025 9

Noninterest expense for the second quarter of 2005 was up compared with
the second quarter of 2004 and the first quarter of 2005. The increase versus
the year ago quarter reflects staffing costs associated with new business, as
well as higher pension and option expenses, expanded occupancy costs
associated with business continuity, and higher consulting expenses in other
expense. The sequential increase reflects higher salaries and employee
benefits tied to new business and revenue growth, higher severance of $5
million, and incremental option expense of $4 million. The year 2005 is the
third and final year the adoption of expensing stock options will impact year-—
over—-year expense comparisons. Other expenses were impacted by legal costs
which increased by $12 million, including the accrual of $10 million for the
potential settlement of certain regulatory matters previously disclosed, and
higher seasonal travel expenses.

Relative to the second quarter of 2004, salaries and employee benefits
expense increased, reflecting higher pension and stock option expense as well
as higher staffing levels associated with growth in investor services and
expansion of certain staff functions. Salaries and employee benefits expense
for the second quarter increased on a sequential quarter basis, reflecting
higher incentives tied to improved revenues and a $5 million increase in
severance as the Company accelerated the migration of staff to lower-cost
locations, as well as an additional $4 million of stock option expense related
to grants awarded in March 2005. For the first six months of 2005, salaries
and employee benefit expense also was higher, reflecting many of these same
factors.

During the quarter, the Company further reduced headcount through its
successful reengineering initiatives. Staff decreased by 167 people, or 1%
over the quarter, even with strong new business momentum and the expansion of
staff in key sales areas and support functions. The Company also began the
migration of 220 positions to lower-cost locations during the quarter, keeping
it on target to meet its full-year objective of 500 positions.

Occupancy expenses were up sequentially, partly reflecting a write-off
associated with Ivy's move to a new location. On a year-to-date basis,
occupancy expenses were up from 2004, primarily reflecting higher energy costs
and business continuity initiatives. Occupancy expense in 2004 included lease
termination expenses of $8 million recorded in the first quarter of 2004.

Clearing and sub-custodian expenses, which are tied to transaction
volumes, were down $3 million, or 4%, sequentially on a combined basis to $66
million. The decrease reflects a lower level of business activity. On a year-—
to-date basis, clearing and sub-custodian expenses were $135 million on a

10
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combined basis, essentially unchanged from a year ago.

The increase in software expense versus a year ago reflects spending and
development to support business growth, with the sequential quarter comparison
largely reflecting a $3 million software write-off.

The effective tax rate for the second quarter of 2005 was 33.4%, compared
to 33.1% in the second quarter of 2004 and 33.1% in the first quarter of 2005.
The effective tax rate for the six months period ended June 30, 2005 was
33.3%, compared with 27.8% for the six months period ended June 30, 2004. The
increase in the year-to-date period reflects the benefit associated with the
SFAS 13 leasing adjustment related to the Company's leasing portfolio in the
first quarter of 2004. The effective tax rates in all periods reflect a
reclassification related to Section 42 tax credits. See "Other Developments".

Credit Loss Provision and Net Charge-Offs

2nd 1lst 2nd

Quarter Quarter Quarter Year—-to-Date

(In millions) 2005 2005 2004 2005 2004
Provision $ 5 $ (10) S 10 S (5) S 22

Net Charge-offs:

Commercial $ (2) s (3) S (11) 8 (5) s (16)
Foreign (4) - (8) (4) (18)
Regional Commercial 2 (2) - - -
Consumer (7) (5) (6) (12) (17)
Total $ (11) s (10) S (25) $ (21) S (51)

The provision was $5 million in the second quarter of 2005, compared to
$10 million in the second quarter of 2004 and a $10 million credit to the
provision in the first quarter of 2005. For the first six months of 2005, the
provision was a $5 million credit to the provision compared with $22 million
in 2004. The lower provision in 2005 reflects the Company's improved asset
quality and a continued strong credit environment.

The total allowance for credit losses was $710 million at June 30, 2005,
$775 million at June 30, 2004, and $716 million at March 31, 2005. The total
allowance for credit losses as a percent of non-margin loans was 2.05% at June
30, 2005, compared with 2.42% at June 30, 2004 and 2.19% at March 31, 2005.

Net charge-offs were $11 million in the second quarter of 2005 versus $25
million in the second quarter of 2004 and $10 million in the first quarter of
2005. These represent 0.11% of total loans in the most recent quarter,
compared with 0.26% in the quarter ended June 30, 2004 and 0.10% in the
quarter ended March 31, 2005. For the first six months ended June 30, 2005,
net charge-offs were $21 million compared to $51 million for the same period
in 2004.

BUSINESS SEGMENT REVIEW

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

Business Segment Accounting Principles

11
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The Company's segment data has been determined on an internal management
basis of accounting, rather than the generally accepted accounting principles
used for consolidated financial reporting. These measurement principles are
designed so that reported results of the segments will track their economic

performance. Segment results are subject to restatement whenever improvements
are made in the measurement principles or organizational changes are made. 1In
2004, the Company made several methodology changes. These include a

modification to the method for allocating its pension expense to the segments;
changes to the method used to allocate earnings on capital, which caused a
slight reallocation from reconciling items to the individual segments; and
greater allocations of corporate expenses previously included in reconciling
items to the individual segments. See "Reconciling Items." Prior periods
have been restated.

The measure of revenues and profit or loss by operating segment has been
adjusted to present segment data on a taxable equivalent basis. The provision
for credit losses allocated to each reportable segment is based on
management's judgment as to average credit losses that will be incurred in the
operations of the segment over a credit cycle of a period of years.
Management's judgment includes the following two factors among others:
historical charge-off experience and the volume, composition, and size of the
credit portfolio. This method is different from that required under generally
accepted accounting principles as it anticipates future losses which are not
yet probable and therefore not recognizable under generally accepted
accounting principles. Balance sheet assets and liabilities and their related
income or expense are specifically assigned to each segment. Funds transfer-—
pricing methods are used to allocate a cost of funds used or credit for funds
provided to all segment assets or liabilities using a matched funding concept.
Support and other indirect expenses are allocated to segments based on general
internal guidelines.

Description of Business Segments

The results of individual business segments exclude unusual items such as
the SFAS 13 lease adjustments and the RW Matter in 2004, which are included
within reconciling amounts.

The Company reports data for the four business segments: Servicing and
Fiduciary, Corporate Banking, Retail Banking, and Financial Markets.

The Servicing and Fiduciary businesses segment comprises the Company's
core services, including securities servicing, global payment services, and
private client services and asset management. These businesses all share
certain favorable attributes: they are well-diversified and fee-based; the
Company serves the role of an intermediary rather than principal, thereby
limiting risk and generating more stable earnings streams; and the businesses
are scalable, which result in higher margins as revenues grow. Long-term
trends that should favor these businesses include the growth of financial
assets worldwide, the globalization of investment activity, heightened demand
for financial servicing outsourcing, and continuing structural changes in
financial markets.

Securities servicing provides financial institutions, corporations and
financial intermediaries with a broad array of products and customized
services for every step of the investment lifecycle. The Company facilitates
the movement, settlement, recordkeeping and accounting of financial assets
around the world by delivering timely and accurate information to issuers,
investors and broker-dealers. The Company groups its securities servicing
businesses into four categories, each comprised of separate but related

12
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businesses. Issuer services include corporate trust, depositary receipts and
10
stock transfer. Investor services include global fund services, global

custody, securities lending, global liquidity services and outsourcing.
Broker-dealer services include government securities clearance and collateral
management. Execution and clearing services include in the execution area
institutional agency brokerage, electronic trading, transition management
services, and independent research. Through Pershing, the clearing part of
the business provides clearing, execution, financing, and custody for
introducing brokers-dealers. The Servicing and Fiduciary Businesses segment
also includes customer-related foreign exchange.

In issuer services, the Company's American and global depositary receipt
business has over 1,190 programs representing over 60 countries. As a
trustee, the Company provides diverse services for corporate, municipal,
structured and international debt issuances. Over 90,000 appointments for
more than 30,000 worldwide clients have resulted in the Company being trustee
for more than $3 trillion in outstanding debt securities. The Company is the
third largest stock transfer agent, servicing more than 16 million
shareowners. Employee investment plan services has more than 118 clients with
625,000 employees in over 54 countries.

In investor services, the Company is the largest custodian with $10.3
trillion of assets under custody and administration at June 30, 2005. The
Company is one of the largest mutual fund custodians for U.S. funds and one of
the largest providers of fund services in the world with over $1.6 trillion in

total assets. The Company services more than 17% of the total industry assets
for exchange-traded funds. The Company is the largest U.K. custodian. In

securities lending, the Company is the largest lender of U.S. Treasury
securities and depositary receipts with a lending pool of approximately $1.4
trillion in 27 markets around the world.

The Company's broker-dealer services business clears approximately 50% of
U.S. Government securities. The Company is the leader in global clearance,
clearing equity and fixed income transactions in 101 markets. With over $1
trillion in tri-party balances worldwide, the Company is the world's largest
collateral management agent.

The Company's execution and clearing services business is the largest

global institutional agency brokerage organization. In addition, it is the
world's largest institutional electronic broker for non-U.S. dollar equity
execution. The Company provides execution, clearing and financial services

outsourcing solutions in over 80 global markets, executing trades for more
than 630 million shares and clearing more than 600,000 trades daily. The
Company has 21 seats on the New York Stock Exchange. Pershing services more
than 1,100 institutional and retail financial organizations and independent
investment advisors who collectively represent nearly 6 million individual
investors.

Global payment services facilitates the flow of funds between the
Company's customers and their clients through such business lines as funds
transfer, cash management and trade services. The Company is one of the
largest funds transfer banks in the U.S. transferring $1 trillion daily via
more than 135,000 wire transfers.

Private client services and asset management includes traditional banking
and trust services to affluent clients and investment management services for
institutional and high-net-worth clients. The Company offers a full array of
wealth management services including financial and tax planning, trust and
fiduciary services, fiduciary real estate management, estate planning, private
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banking, brokerage and investment solutions through BNY Asset Management.

The Company's strategy is to be a market leader in these servicing and
fiduciary businesses and continue to build on its product and service
capabilities and add new clients. The Company has completed 94 acquisitions
since 1995 primarily in this segment, has made significant investments in
technology to maintain its industry-leading position, and has continued the
development of new products and services to meet its clients' needs.

The Corporate Banking segment provides lending and credit-related
services to large public and private financial institutions and corporations
nationwide, as well as to public and private mid-size businesses in the New
York metropolitan area. Special industry groups focus on industry segments
such as banks, broker-dealers, insurance, media and telecommunications,
energy, real estate, retailing, and government banking institutions. Through
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BNY Capital Markets, Inc., the Company provides a broad range of capital
markets and investment banking services including syndicated loans, bond
underwriting, private placements of corporate debt and equity securities, and
merger, acquisition and advisory services. The Company is a leading arranger
of syndicated financings with 77 transactions totaling to approximately $35
billion for clients in the six months ended June 30, 2005.

Corporate Banking coordinates delivery of all of the Company's services
to customers through its global relationship managers. The two main client
bases served are financial institution clients and corporate clients. The
Company's strategy is to focus on those clients and industries that are major
users of securities servicing and global payment services.

The Company believes that credit is an important product for many of its
customers to execute their business strategies. However, the Company has
continued to reduce its credit exposures in recent years by culling its loan
portfolio of non-strategic exposures, focusing on increasing total
relationship returns through cross-selling and limiting the size of its
individual credit exposures and industry concentrations to reduce earnings
volatility.

The Retail Banking segment includes branch banking and consumer and
residential mortgage lending. The Company's retail franchise includes more
than 611,600 customer relationships and 76,900 business relationships. The
Company operates 341 branches in 23 counties in the New York tri-state region.
The Company has 241 branches in New York, 92 in New Jersey and 8 in
Connecticut. The New York branches are primarily suburban-based with 118 in
upstate New York, 85 on Long Island and 38 in New York City. The retail
network is a growing source of low-cost funding and provides a platform to
cross—sell core services from the Servicing and Fiduciary businesses to both
individuals and small businesses in the New York metropolitan area. The
branches are a meaningful source of private client referrals. Small business
and investment centers are set up in the largest 100 branches.

The Financial Markets segment includes non-client related trading of
foreign exchange, trading of interest rate risk management products, investing
and leasing activities, and treasury services to other business segments. The
segment offers a comprehensive array of multi-currency hedging and yield
enhancement strategies, and complements the other business segments. The
Financial Markets segment centralizes interest rate risk management for the
Company .

There were no major customers from whom revenues were individually
material to the Company's performance.

14
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Servicing and Fiduciary Businesses

(Dollars in million) 2Q05 1005 2Q04
Net Interest Income S 178 $ 168 $ 136
Provision for
Credit Losses 1 1 1
Noninterest Income 1,058 1,025 994
Noninterest Expense 872 849 791
Income Before Taxes 363 343 338
Average Assets $23,114 $22,987 $22,891
Average Deposits 37,830 36,072 35,520
Nonperforming Assets 1 1 3
(Dollars in billions)
Assets Under Custody $10,298 $ 9,859 $ 8,662
Equity Securities 35% 34% 34%
Fixed Income
Securities 65 66 66
Assets Under
Administration S 33 S 33 $ 32
Assets Under
Management 106 104 93
Equity Securities 34% 34% 36%
Fixed Income
Securities 21 21 22
Alternative
Investments 15 15 14
Liquid Assets 30 30 28
S&P (registered
trademark) 500 Index
(Period End) 1,191 1,181 1,141
NASDAQ (registered
trademark) Index
(Period End) 2,057 1,999 2,048
Lehman Brothers
Aggregate Bond
(servicemark)
Index 212.4 214.0 190.6
MSCI (registered
trademark) EAFE Index 1,473.7 1,503.9 1,327.9
NYSE (registered
trademark) Volume
(In billions) 100.4 99.4 90.8
NASDAQ (registered
trademark) Volume
(In billions) 112.5 121.2 108.3

The S&P 500 (registered trademark)
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second quarter of 2005, with average daily price levels up 5% from the
second quarter of 2004. The NASDAQ (registered trademark) Index was flat
for the second quarter of 2005, with average daily prices up 1% com