Edgar Filing: STERLING BANCORP - Form 10-Q

STERLING BANCORP
Form 10-Q
August 07, 2009

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(Mark One)
x QUARTERLY REPORT PURSUANT TO SECTION 13 or 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended June 30, 2009
or

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from to
Commission File Number: 1-5273-1

Sterling Bancorp
(Exact name of registrant as specified in its charter)

New York 13-2565216
(State or other jurisdiction of incorporation or (I.R.S. Employer Identification)
organization)
650 Fifth Avenue, New York, N.Y. 10019-6108
(Address of principal executive offices) (Zip Code)

212-757-3300
(Registrant's telephone number, including area code)

N/A
(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 o 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(17 CFR
' 232.405) during the preceding 12 months (or for such shorter period that the registrant was required to submit and
post such files). o Yes o No



Edgar Filing: STERLING BANCORP - Form 10-Q

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

Large Accelerated Filero ~ Accelerated Filer x =~ Non-Accelerated Filer o~ Smaller Reporting Company o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). o
Yes x No

As of July 31, 2009 there were 18,106,491 shares of common stock, $1.00 par value, outstanding.




Edgar Filing: STERLING BANCORP - Form 10-Q

PART I FINANCIAL INFORMATION

Item 1.

Item 2.

Item 3.

Item 4.

PART II OTHER INFORMATION

Item 2.
Item 4.
Item 6.
SIGNATURES
EXHIBIT INDEX
Exhibit 11

Exhibit 31.1

Exhibit 31.2

Exhibit 32.1

STERLING BANCORP
Page
Financial Statements
Consolidated Financial Statements (Unaudited) 3
Notes to Consolidated Financial Statements 8
Management's Discussion and Analysis of Financial Condition and
Results of Operations
Overview 28
Income Statement Analysis 29
Balance Sheet Analysis 35
Capital 42
Recently Issued Accounting Pronouncements 43
Cautionary Statement Regarding Forward-L.ooking Statements 43
Average Balance Sheets 44
Rate/Volume Analysis 46
Regulatory Capital and Ratios 48
Quantitative and Qualitative Disclosures About Market Risk
Asset/Liability Management 49
Interest Rate Sensitivity 53
Controls and Procedures 54
Unregistered Sales of Equity Securities and Use of Proceeds 55
Submission of Matters to a Vote of Security Holders 55
Exhibits 56
57
Statement Re: Computation of Per Share Earnings 59
Certification of the CEO pursuant to Exchange Act Rule 13a-14(a) 60
Certification of the CFO pursuant to Exchange Act Rule 13a-14(a) 61
Certification of the CEO required by Section 1350 of Chapter 63
of Title 18 of the U.S. Code 62



Edgar Filing: STERLING BANCORP - Form 10-Q

Exhibit 32.2 Certification of the CFO required by Section 1350 of Chapter 63
of Title 18 of the U.S. Code 63




Edgar Filing: STERLING BANCORP - Form 10-Q

STERLING BANCORP AND SUBSIDIARIES
Consolidated Balance Sheets
(Unaudited)

(dollars in thousands)

June 30,

ASSETS 2009
Cash and due from banks $34.816
Interest-bearing deposits with other banks 5,611
Securities available for sale (at estimated fair value; pledged: $194,004 in 2009 and
$334,048 in 2008) 353,736
Securities held to maturity (pledged: $201,720 in 2009 and $206,726 in 2008)
(estimated fair value: $370,844 in 2009 and $305,628 in 2008) 363,995
Total investment securities 717,731
Loans held for sale 57,385
Loans held in portfolio, net of unearned discounts 1,160,429
Less allowance for loan losses 18,134
Loans, net 1,142,295
Customers' liability under acceptances 180
Goodwill 22,901
Premises and equipment, net 10,041
Other real estate 1,105
Accrued interest receivable 7,772
Cash surrender value of life insurance policies 47,805
Other assets 78,064

$2,125,706
LIABILITIES AND SHAREHOLDERS' EQUITY
Deposits
Demand deposits $440,626
Savings, NOW and money market deposits 532,275
Time deposits 331,766
Total deposits 1,304,667
Securities sold under agreements to repurchase - customers 55,129
Federal funds purchased 87,000
Commercial paper 11,739
Short-term borrowings - FHLB -
Short-term borrowings - FRB 160,000
Short-term borrowings - other 4,262
Long-term borrowings - FHLB 150,000
Long-term borrowings - subordinated debentures 25,774
Total borrowings 493,904
Acceptances outstanding 180
Accrued interest payable 1,874
Accrued expenses and other liabilities 167,360
Total liabilities 1,967,985

December 31,

2008

$ 31,832
13,949

505,762

301,127
806,889

23,403
1,184,585
16,010
1,168,575
95

22,901
10,668
1,544
8,917
45,845
43,122

$ 2,177,740

$ 464,585

564,205
329,034
1,357,824
44,334
131,000
11,732
75,000
100,000
1,338
150,000
25,774
539,178
95

2,046
118,117
2,017,260



Edgar Filing: STERLING BANCORP - Form 10-Q

Shareholders' equity
Preferred stock, Series A, $5 par value; $1,000 liquidation value. Authorized 644,389

shares; issued 42,000 shares, respectively 39,869 39,440
Common stock, $1 par value. Authorized 50,000,000 shares; issued 22,226,425 and

22,202,419 shares, respectively 22,227 22,203
Warrants to purchase common stock 2,615 2,615
Capital surplus 178,668 178,417
Retained earnings 15,343 19,088
Accumulated other comprehensive loss (15,833 ) (16,259
Common shares in treasury at cost, 4,119,934 and 4,107,191 shares, respectively (85,168 ) (85,024
Total shareholders' equity 157,721 160,480

$2,125,706  $ 2,177,740

See Notes to Consolidated Financial Statements.
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STERLING BANCORP AND SUBSIDIARIES
Consolidated Statements of Income
(Unaudited)

(dollars in thousands, except per share)

Three Months Ended Six Months Ended
June 30, June 30,

2009 2008 2009 2008
INTEREST INCOME
Loans $18,264 $20,001 $35,816 $40,821
Investment securities
Available for sale 4,335 5,670 9,830 10,382
Held to maturity 3,594 4,034 7,128 8,259
Federal funds sold - 1 - 1
Deposits with other banks 9 7 19 19
Total interest income 26,202 29,713 52,793 59,482
INTEREST EXPENSE
Deposits
Savings, NOW and money market 943 1,089 2,068 2,699
Time 2,049 4,034 4,215 9,372
Securities sold under agreements to repurchase
- customers 88 442 203 1,088
- dealers - 416 - 733
Federal funds purchased 7 217 41 579
Commercial paper 17 117 40 312
Short-term borrowings - FHLB - 311 11 526
Short-term borrowings - FRB 126 1 225 1
Short-term borrowings - other - 5 1 19
Long-term borrowings - FHLB 1,134 1,085 2,256 1,799
Long-term borrowings - subordinated debentures 524 524 1,047 1,047
Total interest expense 4,888 8,241 10,107 18,175
Net interest income 21,314 21,472 42,686 41,307
Provision for loan losses 6,800 2,200 13,000 4,150
Net interest income after provision for loan losses 14,514 19,272 29,686 37,157
Total noninterest income 10,798 8,572 21,596 17,244
Total noninterest expenses 24,143 21,130 44,195 41,296
Income before income taxes 1,169 6,714 7,087 13,105

Provision for income taxes 394 2,544 2,700 4,933
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Net income 775 4,170 4,387 8,172
Dividends on preferred shares and accretion 637 - 1,479 -
Net income available to common shareholders $138 $4,170 $2,908 $8,172

Average number of common shares outstanding
Basic 18,100,860 17,904,100 18,099,523 17,884,662
Diluted 18,125,860 17,929,100 18,124,523 17,909,662

Net income, per average common share
Basic $0.04 $0.23 $0.24 $0.46
Diluted 0.04 0.23 0.24 0.45

Net income available to common shareholders, per
average common share

Basic 0.01 0.23 0.16 0.46
Diluted 0.01 0.23 0.16 0.45
Dividends per common share 0.19 0.19 0.38 0.38

See Notes to Consolidated Financial Statements.
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STERLING BANCORP AND SUBSIDIARIES

Consolidated Statements of Comprehensive Income (Loss)

(Unaudited)
(in thousands)

Three Months Ended
June 30,

2009 2008
Net Income $775 $4,170
Other comprehensive income (loss), net of tax:
Unrealized gains on securities:
Unrealized holding gains (losses) on available for sale
securities and other investments arising during the year 1,667 (5,159
Reclassification adjustment for (gains) losses included in net
income (478 ) 278
Reclassification adjustment for amortization of:
Prior service cost 9 9
Net actuarial losses 518 230
Other comprehensive income (loss) 1,716 (4,642
Comprehensive income (loss) $2,491 $472

See Notes to Consolidated Financial Statements.

Six Months Ended
June 30,
2009 2008
$4,387 $8,172
) 1,688 (3,804
(2,152 ) 278
18 18
872 461
) 426 (3,047
) $4,813 $5,125
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STERLING BANCORP AND SUBSIDIARIES
Consolidated Statements of Changes in Shareholders' Equity

(Unaudited)
(in thousands)

Preferred Stock
Balance at January 1,
Discount accretion
Balance at June 30,

Common Stock

Balance at January 1,

Common shares issued under stock incentive plan
Balance at June 30,

Warrants to Purchase Common Stock
Balance at January 1, and June 30,

Capital Surplus

Balance at January 1,

Common shares issued under stock incentive plan and related tax benefits
Stock option compensation expense

Balance at June 30,

Retained Earnings

Balance at January 1,

Adjustment upon adoption of EITF 06-4 effective January 1, 2008
Balance at January 1, as adjusted

Net income

Cash dividends paid - preferred shares

Cash dividends paid - common shares

Discount accretion on series A preferred stock

Balance at June 30,

Accumulated Other Comprehensive Loss
Balance at January 1,

Other comprehensive income (loss), net of tax
Balance at June 30,

Treasury Stock

Balance at January 1,

Surrender of shares issued under stock incentive plan
Balance at June 30,

Total Shareholders' Equity

Six Months Ended
June 30,

2009 2008
$39,440 $-

429 -
$39,869 $-
$22,203 $21,278

24 535
$22,227 $21,813
$2,615 $-
$178,417 $168,869

185 5,764

66 -
$178,668 $174,633
$19,088 $17,538

- (726

19,088 16,812

4,387 8,172

(828 -

(6,875 (6,824

(429 -
$15,343 $18,160
$(16,259 $(10,812

426 (3,047
$(15,833 $(13,859
$(85,024 $(75,803

(144 (5,218
$(85,168 $(81,021

10
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Balance at January 1, $160,480 $121,070
Net changes during the period (2,759 ) (1,344 )
Balance at June 30, $157,721 $119,726

See Notes to Consolidated Financial Statements.

11



Edgar Filing: STERLING BANCORP - Form 10-Q

STERLING BANCORP AND SUBSIDIARIES
Consolidated Statements of Cash Flows
(Unaudited)

(in thousands)

Operating Activities

Net Income

Adjustments to reconcile net income to net cash used in operating activities:
Provision for loan losses

Depreciation and amortization of premises and equipment
Securities (gains) losses

Income from life insurance policies, net

Deferred income tax benefit

Proceeds from sale of loans

Gains on sales of loans, net

Originations of loans held for sale

Amortization of premiums on securities

Accretion of discounts on securities

Decrease (Increase) in accrued interest receivable

Decrease in accrued interest payable

Increase (Decrease) in accrued expenses and other liabilities
Increase in other assets

(Gain) Loss on other real estate owned

Other, net

Net cash used in operating activities

Investing Activities
Purchase of premises and equipment
Net decrease in interest-bearing deposits
with other banks
Net increase in Federal funds sold
Net decease (increase) in loans held in portfolio
Net (increase) decrease in short-term factored receivables
Decrease in other real estate
Proceeds from prepayments, redemptions or maturities of securities - held to maturity
Purchases of securities - held to maturity
Proceeds from calls/sale of securities - available for sale
Proceeds from prepayments, redemptions or maturities of securities - available for sale
Purchases of securities - available for sale
Cash paid in acquisition
Net cash provided by (used in) investing activities

Financing Activities

Net decrease in noninterest-bearing demand deposits

Net (decrease) increase in savings, NOW and money market deposits
Net increase (decrease) in time deposits

(Decrease) Increase in Federal funds purchased

Six Months Ended
June 30,
2009 2008
$4,387 $8,172
13,000 4,150
1,178 1,302
(3,939 ) 507
(682 ) (563
(2,062 ) (1,522
305,687 237,014
(4,644 ) (5,201
(335,026 ) (235,762
772 192
(648 ) (405
1,408 (2,796
(165 ) (810
10,658 (408
(2,408 ) (5,876
(20 ) 303
- 284
(16,891 ) (9,591
(515 ) (991
8,337 99
- (2,500
58,256 (12,606
(25,252 ) 2,839
721 885
38,272 28,741
(64,878 ) -
223,019 -
70,017 164,818
(165,154 ) (342,332
(21,333 ) -
121,490 (161,047
(23,959 ) (41,743
(31,930 ) 19,069
2,732 (65,150
(44,000 ) 5,000

)

)
)

12
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Net increase in securities sold under agreement to repurchase 10,795 67,337

Net (decrease) increase in commercial paper and other short-term borrowings (12,068 ) 48,093
Increase in long-term borrowings - 120,000
Proceeds from exercise of stock options 131 267

Cash dividends paid on preferred stock (828 ) -

Cash dividends paid on common stock (6,875 ) (6,824 )
Net cash (used in) provided by financing activities (106,002 ) 146,049
Net increase (decrease) in cash and due from banks 2,984 (16,417 )
Cash and due from banks - beginning of period 31,832 66,412
Cash and due from banks - end of period $34,816 $49,995
Supplemental disclosures:

Interest paid $10,272 $18,985
Income taxes paid 5,746 7,969
Loans held for sale transferred to portfolio - 2,531
Loans transferred to other real estate 262 1,770

Due from brokers on sale of securities - AFS 29,825 -

Due to brokers on purchases of securities - AFS 3,918 -

Due to brokers on purchases of securities - HTM 36,286 -

See Notes to Consolidated Financial Statements.

13
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STERLING BANCORP AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

Note 1. Significant Accounting Policies

Nature of Operations. Sterling Bancorp (the "parent company") is a financial holding company, pursuant to an election
made under the Gramm-Leach-Bliley Act of 1999. Throughout the notes, the term the "Company" refers to Sterling
Bancorp and its subsidiaries. The Company provides a full range of financial products and services, including
business and consumer loans, commercial and residential mortgage lending and brokerage, asset-based financing,
factoring/accounts receivable management services, trade financing, leasing, deposit services, trust and estate
administration and investment management services. The Company has operations principally in New York and
conducts business throughout the United States.

Basis of Presentation. The consolidated financial statements include the accounts of Sterling Bancorp and its
subsidiaries, principally Sterling National Bank and its subsidiaries (the "bank"), after elimination of intercompany
transactions. The consolidated financial statements as of and for the interim periods ended June 30, 2009 and 2008
are unaudited; however, in the opinion of management, all adjustments, consisting of normal recurring accruals,
necessary for a fair presentation of such periods have been made. Certain reclassifications have been made to the
prior year's consolidated financial statements to conform to the current presentation. The interim consolidated
financial statements should be read in conjunction with the Company's annual report on Form 10-K for the year ended
December 31, 2008.

Use of Estimates. The preparation of financial statements in accordance with U.S. generally accepted accounting
principles ("GAAP") requires management to make assumptions and estimates which impact the amounts reported in
those statements and are, by their nature, subject to change in the future as additional information becomes available
or as circumstances vary.

Fair Value Measurements. On January 1, 2008, the Company adopted Statement of Financial Accounting Standards
("SFAS") No. 157, Fair Value Measurements ("SFAS No. 157"). SFAS No. 157 defines fair value, establishes a
framework for measuring fair value under U.S. GAAP, and expands disclosures about fair value measurements (See
Note 8 - Fair Value Measurements). The Company also adopted SFAS No. 159, The Fair Value Option for Financial
Assets and Financial Liabilities-Including an amendment of FASB Statement No. 115 ("SFAS No. 159") on January
1, 2008 but did not elect the fair value option for any of its financial assets or financial liabilities.

Note 2. Loans
The major components of domestic loans held for sale and loans held in portfolio are as follows:

June 30, December 31,
2009 2008
(in thousands)

Loans held for sale, net of valuation reserve
($-0- at June 30, 2009 and at December 31, 2008)

Real estate-residential mortgage $57,385 $ 23,403
Loans held in portfolio

Commercial and industrial $509,327 $ 533,613
Lease financing 258,713 290,656
Factored receivables 134,728 89,365

14
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Real estate-residential mortgage

Real estate-commercial mortgage

Real estate-construction and land development
Loan to individuals

Loans to depository institutions

Loans held in portfolio, gross
Less unearned discounts
Loans held in portfolio, net of unearned discounts

141,131
101,282
27,235
19,672

1,192,088
31,659
$1,160,429

142,135
96,883
25,249
18,959
25,000

1,221,860
37,275
$ 1,184,585

15
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STERLING BANCORP AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

Note 3. Investment Securities

The following tables present information regarding securities available for sale:

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
June 30, 2009 Cost Gains Losses Value

(in thousands)
Obligations of U.S. government corporations and
government sponsored enterprises
Mortgage-backed securities

CMO's (Federal National Mortgage Association) $2,962 $58 $- $3,020
CMO's (Federal Home Loan Mortgage Corporation) 15,993 267 - 16,260
CMO's (Government National Mortgage Association) 5,313 - 88 5,225
Federal National Mortgage Association 39,566 1,214 1 40,779
Federal Home Loan Mortgage Corporation 18,234 362 - 18,596
Government National Mortgage Association 8,943 384 1 9,326
Total mortgage-backed securities 91,011 2,285 90 93,206
Agency Notes

Federal National Mortgage Association 20,000 116 - 20,116
Federal Home Loan Bank 89,963 324 318 89,969
Federal Farm Credit Bank 30,000 - 475 29,525
Total obligations of U.S. government corporations and

government sponsored enterprises 230,974 2,725 883 232,816
Obligations of state and political institutions 22,954 689 97 23,546
Single-issuer, trust preferred securities 5,602 - 1,102 4,500
Corporate debt securities 83,414 418 654 83,178
Other securities 54 9 - 63
Total marketable securities 342,998 3,841 2,736 344,103
Federal Reserve Bank stock 1,131 - - 1,131
Federal Home Loan Bank stock 8,252 - - 8,252
Other securities 250 - - 250
Total $352,631 $3,841 $2,736 $353,736
9

16
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STERLING BANCORP AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(Unaudited)
Gross Gross Estimated

Amortized Unrealized Unrealized Fair

December 31, 2008 Cost Gains Losses Value
(in thousands)

Obligations of U.S. government corporations and
government sponsored enterprises
Mortgage-backed securities
CMO's (Federal National Mortgage Association) $8,771 $1 $72 $8,700
CMO's (Federal Home Loan Mortgage Corporation) 22,276 60 223 22,113
CMO's (Government National Mortgage Association) 6,610 - 45 6,565
Federal National Mortgage Association 100,712 2,116 40 102,788
Federal Home Loan Mortgage Corporation 37,719 832 15 38,536
Government National Mortgage Association 31,463 723 6 32,180
Total mortgage-backed securities 207,551 3,732 401 210,882
Agency Notes
Federal Home Loan Bank 153,977 1,224 526 154,675
Federal Farm Credit Bank 89,918 232 306 89,844
Total obligations of U.S. government corporations and
government sponsored enterprises 451,446 5,188 1,233 455,401
Obligations of state and political institutions 23,058 567 219 23,406
Single-issuer, trust preferred securities 5,369 224 1,384 4,209
Corporate debt securities 9,962 - 238 9,724
Other securities 54 13 - 67
Total marketable securities 489,889 5,992 3,074 492,807
Federal Reserve Bank stock 1,131 - - 1,131
Federal Home Loan Bank stock 11,574 - - 11,574
Other securities 250 - - 250
Total $502,844 $5,992 $3,074 $505,762
10

17
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STERLING BANCORP AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

The following tables present information regarding securities held to maturity:

Gross Gross
Carrying Unrealized Unrealized
June 30, 2009 Value Gains Losses

(in thousands)
Obligations of U.S. government corporations and
government sponsored enterprises
Mortgage-backed securities

CMO's (Federal National Mortgage Association) $11,696 $194 $2
CMO's (Federal Home Loan Mortgage Corporation) 18,736 349 22
Federal National Mortgage Association 123,187 3,851 4
Federal Home Loan Mortgage Corporation 82,230 1,975 79
Government National Mortgage Association 6,759 429 -
Total mortgage-backed securities 242,608 6,798 107
Agency Notes

Federal National Mortgage Association 39,873 455 -
Federal Home Loan Bank 30,000 47 -
Federal Home Loan Mortgage Corporation 15,000 - 117
Total obligations of U.S. government corporations and

government sponsored enterprises 327,481 7,300 224
Obligations of state and political institutions 36,264 123 350
Debt securities issued by foreign governments 250 - -
Total $363,995 $7,423 $574
11

Estimated
Fair
Value

$11,888
19,063
127,034
84,126
7,188
249,299

40,328
30,047
14,883

334,557

36,037

250
$370,844

18
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STERLING BANCORP AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(Unaudited)
Gross Gross Estimated

Carrying Unrealized Unrealized Fair

December 31, 2008 Value Gains Losses Value
(in thousands)

Obligations of U.S. government corporations and
government sponsored enterprises
Mortgage-backed securities
CMO's (Federal National Mortgage Association) $12,099 $11 $65 $12,045
CMO's (Federal Home Loan Mortgage Corporation) 20,181 104 189 20,096
Federal National Mortgage Association 142,312 2,929 94 145,147
Federal Home Loan Mortgage Corporation 98,901 1,299 296 99,904
Government National Mortgage Association 7,384 339 - 7,723
Total mortgage-backed securities 280,877 4,682 644 284,915
Agency Notes
Federal Home Loan Bank 20,000 463 - 20,463
Total obligations of U.S. government corporations and
government sponsored enterprises 300,877 5,145 644 305,378
Debt securities issued by foreign governments 250 - - 250
Total $301,127 $5,145 $644 $305,628
12

19
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STERLING BANCORP AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

The following tables present information regarding securities available for sale with temporary unrealized losses for

the periods indicated:

Less Than 12 Months 12 Months or Longer
Fair Unrealized Fair Unrealized
June 30, 2009 Value Losses Value Losses
(in thousands)
Obligations of U.S.
government

corporations and

government sponsored

enterprises

Mortgage-backed

securities

CMO's (Government

National Mortgage

Association) $ - $ - $ 5,225 $ 88
Federal National

Mortgage Association 842 1 - -
Government National

Mortgage Association - - 131 1
Total mortgage-backed

securities 842 1 5,356 89

Agency Notes

Federal Home Loan

Bank 24,908 92 29,766 226
Federal Farm Credit

Bank 29,525 475 - -
Total obligations of

U.S. government

corporations and

government sponsored

enterprises 55,275 568 35,122 315
Obligations of state and

political institutions - - 5,517 97
Single-issuer, trust

preferred securities - - 3,775 1,102
Corporate debt

securities 43,740 438 4,784 216
Total $ 99,015 $ 1,006 $ 49,198 $ 1,730

December 31, 2008

$

Fair
Value

5,225
842
131

6,198

54,674

29,525

90,397

5,517
3,775

48,524
148,213

Total
Unrealized
Losses

$ 88

90

318

475

883

97
1,102

654
$ 2,736

20
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Obligations of U.S.

government

corporations and

government sponsored
enterprises

Mortgage-backed

securities

CMO's (Federal

National Mortgage

Association) $ -
CMO's (Federal Home

Loan Mortgage

Corporation) 5,378
CMO's (Government

National Mortgage

Association) -
Federal National

Mortgage Association 3,161
Federal Home Loan

Mortgage Corporation 1,676
Government National

Mortgage Association -
Total mortgage-backed

securities 10,215
Agency Notes

Federal Home Loan

Bank 49,466
Federal Farm Credit

Bank 9,694

Total obligations of
U.S. government
corporations and
government sponsored

enterprises 69,375
Obligations of state and

political institutions 6,490
Single-issuer, trust

preferred securities 2,784
Corporate debt

securities 9,724
Total $ 88,373
13

40

15

62

526

306

894

181
1,115

238
2,428

$ 2,890

9,125

6,565

3,906

133

22,619

22,619

414

709

$ 23,742

72

183

45

33

339

339

38

269

646

$ 2,890

14,503

6,565
7,067
1,676
133

32,834

49,466

9,694

91,994

6,904
3,493

9,724
$ 112,115

$ 72

223

45
40

15

401

526

306

1,233

219
1,384

238
$ 3,074
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STERLING BANCORP AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

The following tables present information regarding securities held to maturity with temporary unrealized losses for the
periods indicated:

Less Than 12 Months 12 Months or Longer Total
Fair Unrealized Fair Unrealized Fair Unrealized
June 30, 2009 Value Losses Value Losses Value Losses

(in thousands)
Obligations of U.S. government
corporations and government
sponsored enterprises
Mortgage-backed securities
CMO's (Federal National
Mortgage Association) $703 $2 $- $- $703 $2
CMO's (Federal Home Loan
Mortgage Corporation) 6,060 22 - - 6,060 22
Federal National Mortgage
Association 6 - 607 4 613 4
Federal Home Loan Mortgage
Corporation - - 7,756 79 7,756 79
Total mortgage-backed
securities 6,769 24 8,363 83 15,132 107

Agency Notes

Federal Home Loan Mortgage

Corporation 15,000 117 - - 15,000 117
Total obligations of U.S.

government corporations and

government sponsored

enterprises 21,769 141 8,363 83 30,132 224
Obligations of state and political

institutions 21,223 350 - - 21,223 350
Total $42,992 $491 $8,363 $83 $51,355 $574

December 31, 2008

Obligations of U.S. government
corporations and government
sponsored enterprises
Mortgage-backed securities

CMO's (Federal National

Mortgage Association) $- $- $8,059 $65 $8,059 $65
CMO's (Federal Home Loan

Mortgage Corporation) 937 5 14,563 184 15,500 189

20,942 88 781 6 21,723 94
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Federal National Mortgage

Association

Federal Home Loan Mortgage
Corporation 15,381
Total $37,260
14

101
$194

19,895
$43,298

195
$450

35,276
$80,558

296
$644
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STERLING BANCORP AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

The Company invests principally in obligations of U.S. government corporations and government sponsored
enterprises and other investment-grade securities. The fair value of these investments fluctuates based on several
factors, including credit quality and general interest rate changes. The Company determined that it has the ability to
hold its investments until maturity and, it is not more likely than not that the Company would be required to sell
before anticipated recovery.

At June 30, 2009, approximately $72.4 million, representing approximately 10.1%, of the Company's held to maturity

and available for sale securities are comprised of securities issued by financial service companies/banks including

trust preferred securities (7 issuers), corporate debt (11 issuers) and equity securities (8 issuers) and FRB and FHLB

stock. These investments may pose a higher risk of future impairment charges as result of a continued deterioration of

the U.S. economy. The Company would be required to recognize impairment charges on these securities if they suffer

a decline in value that is considered other-than-temporary. Numerous factors, including lack of liquidity for re-sales

of certain investment securities, absence of reliable pricing information for investment securities, adverse changes in

business climate, adverse actions by regulators or unanticipated changes in the competitive environment could have a

negative effect on the Company’s investment portfolio and may result in other-than-temporary impairment on certain
investment securities in future periods.

At June 30, 2009, the Company held 2 mortgage-backed and 3 agency debt securities, in the available for sale
portfolio, that were in an unrealized loss position for more than 12 months. Both of these securities were obligations
of U.S. government corporations or government sponsored enterprises which guarantee principal and interest
payment. Management has concluded that the unrealized losses are due to changes in market interest rates and/or
changes in securities markets which resulted from temporary illiquidity and/or uncertainty in those markets. As a
result, the unrealized losses are deemed to be temporary.

At June 30, 2009, the Company held 5 security positions of issuers of obligations of state and political institutions, in
the available for sale portfolio, that were in an unrealized loss position for more than 12 months. All of these
securities had investment grade ratings on acquisition and many had credit enhancement. Management has concluded
that the unrealized losses are due to changes in market interest rates. As a result, the unrealized losses are deemed to
be temporary.

At June 30, 2009, the Company held 7 debt securities positions issued by commercial and industrial enterprises, in the
available for sale portfolio, all of which are paying in accordance with their terms and have no deferrals of interest or
principal. All of these debt securities mature within the next 14 months. Management performs an initial credit
review prior to purchasing these securities and monitors their performance on a quarterly basis. Based upon
management’s review of the issuers, their performance record for paying all principal and interest when due and the
relatively short-term maturity of each issue, the unrealized losses are deemed to be temporary.

At June 30, 2009, the Company held 7 securities positions of single-issuer, trust preferred securities and 17 security
positions of corporate debt securities issued by financial institutions, in the available for sale portfolio, all which are
paying in accordance with their terms and have no deferrals of interest or other deferrals. In addition, management
analyzes the performance of the issuers on a quarterly basis, including a review of the issuers most recent bank
regulatory report to assess credit risk and the probability of impairment of the contractual cash flows of the applicable
securities. Based upon management’s second quarter review, all of the issuers have maintained performance levels
adequate to support the contractual cash flows of the securities.
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STERLING BANCORP AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

The following table presents information regarding single-issuer, trust preferred securities at June 30, 2009:

TARP Credit Amortized Fair Unrealized
Issuer Recipient Rating Cost Value Loss
(in thousands)

Sovereign Capital Trust V,

7.75%,

due 5/15/2036, No BBB+ $ 1,000 $ 850 $ (150 )
owned by Banco Santander

Central Hispano No

Sterling Bancorp Trust I,
8.375%,
due 3/31/2032 Yes NA 978 839 139 )

NPB Capital Trust II, 7.85%,
due 9/30/2032 Yes NA 127 100 (27 )

VNB Capital Trust I, 7.75%,
due 12/15/2031 Yes BBB- 22 21 (1 )

HSBC Finance, 6.875%,
due 1/30/33, No A 740 642 (98 )
owned by HSBC Group, plc No

Citigroup Capital VII, 7.125%,

due 7/31/31 Yes CcC 1,508 957 (551 )
Fleet Capital Trust VIII, 7.20%,
due 3/15/32, No B 1,227 1,091 (136 )
owned by Bank of America
Corporation Yes

$ 5,602 $ 4,500 $ (1,102 )

At June 30, 2009, the Company held 5 mortgage-backed debt securities, in the held to maturity portfolio, that were in
an unrealized loss position for more than 12 months. All of these securities were obligations of U.S. government
corporations or government sponsored enterprises which guarantee principal and interest payments. Management has
concluded that the unrealized losses are due to changes in market interest rates and/or changes in securities markets
which resulted from temporary illiquidity and/or uncertainty in those markets. Further, management has made an
evaluation that the Company has the ability to hold these investments until maturity and, it is not more likely than not
that the Company would be required to sell before anticipated recovery. As a result, the unrealized losses are deemed
to be temporary.
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STERLING BANCORP AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

The following tables present information regarding securities available for sale and securities held to maturity at June
30, 2009, based on contractual maturity. Expected maturities will differ from contractual maturities because issuers
may have the right to call or prepay obligations with or without call or prepayment penalities.

Amortized Fair
Available for sale Cost Value
(in thousands)
Obligations of U.S. government corporations and government sponsored enterprises
Mortgage-backed securities

CMO's (Federal National Mortgage Association) $2,962 $3,020
CMO's (Federal Home Loan Mortgage Corporation) 15,993 16,260
CMO's (Government National Mortgage Association) 5,313 5,225
Federal National Mortgage Association 39,566 40,779
Federal Home Loan Mortgage Corporation 18,234 18,596
Government National Mortgage Association 8,943 9,326
Total mortgage-backed securities 91,011 93,206
Agency Notes

Federal National Mortgage Association 20,000 20,116
Federal Home Loan Bank

Due within 1 year 5,000 5,021
Due after 5 years 84,963 84,948
Federal Farm Credit Bank

Due after 5 years 30,000 29,525
Total obligations of U.S. government corporations and government sponsored enterprises 230,974 232,816

Obligations of state and political institutions

Due within 1 year 115 116

Due after 1 year but within 5 years 9,896 10,300
Due after 5 years 12,943 13,130
Total obligations of state and political institutions 22,954 23,546

Single-issuer, trust preferred securities

Due after 5 years 5,602 4,500
Corporate debt securities

Due within 1 year 4,237 4,242
Due after 1 year but within 5 years 74,177 74,152
Due after 5 years 5,000 4,784
Total corporate debt securities 83,414 83,178
Other securities 54 63
Total marketable securities 342,998 344,103
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Federal Reserve Bank stock 1,131 1,131
Federal Home Loan Bank stock 8,252 8,252
Other securities 250 250
Total $352,631 $353,736
17
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STERLING BANCORP AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

Carrying Fair
Held to maturity Value Value
(in thousands)
Obligations of U.S. government corporations and government sponsored enterprises
Mortgage-backed securities

CMO's (Federal National Mortgage Association) $11,696 $11,888
CMO's (Federal Home Loan Mortgage Corporation) 18,736 19,063
Federal National Mortgage Association 123,187 127,034
Federal Home Loan Mortgage Corporation 82,230 84,126
Government National Mortgage Association 6,759 7,188
Total mortgage-backed securities 242,608 249,299
Agency Notes

Federal National Mortgage Association 39,873 40,328

Due after 5 years
Federal Home Loan Bank

Due after 5 years 30,000 30,047
Federal Home Loan Mortgage Corporation

Due after 5 years 15,000 14,883
Total obligations of U.S. government corporations and government sponsored enterprises 327,481 334,557
Obligations of state and political institutions

Due after 5 years 36,264 36,037
Total obligations of state and political institutions 36,264 36,037
Debt securities issued by foreign governments

Due after 1 year but within 5 years 250 250
Total $363,995 $370,844
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STERLING BANCORP AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

Information regarding sales and/or calls of the available for sale securities is as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(in thousands)

Proceeds $48.871 $- $252,844 $-
Gross gains 874 - 3,939 -
Gross losses - - - -

There were no sales and/or calls of held to maturity securities in 2009 or 2008.

During the three and six months ended June 30, 2008, the Company incurred an other-than-temporary charge of
approximately $507 thousand against a single-issuer, investment grade trust preferred security that was recorded in

securities losses. The charge resulted from management's regular review of the valuation of the investment portfolio

and reduced the carrying amount of the security to approximately $493 thousand.

Investment securities are pledged to secure trust and public deposits, securities sold under agreements to repurchase,
borrowings from the Federal Home Loan Bank of New York, and/or the Federal Reserve Bank of New York, and/or

other purposes required or permitted by law.

Note 4. Noninterest income and expenses
The following tables set forth the significant components of noninterest income and noninterest expenses:

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(in thousands)

NONINTEREST INCOME
Accounts receivable management/factoring commissions
and other fees $4,858 $3,799 $8,101 $7,364
Service charges on deposit accounts 1,360 1,331 2,743 2,683
Other customer related service charges and fees 639 737 1,319 1,412
Mortgage banking income 2,541 2,702 4,647 5,201
Trust fees 117 124 256 259
Income from life insurance policies 290 294 548 563
Securities gains (losses) 874 (507 ) 3,939 (507
Gain (Loss) on other real estate owned 22 (75 ) 20 (303
Other income 97 167 23 572
Total noninterest income $10,798 $8,572 $21,596 $17,244
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NONINTEREST EXPENSES
Salaries

Employee benefits

Total personnel expense
Occupancy and equipment expenses, net
Advertising and marketing
Professional fees
Communications

Deposit insurance

Other expenses

Total noninterest expenses

19

$9,985
3,268
13,253
2,903
1,026
1,900
435
1,513
3,113

$24,143

$9,491
2,252
11,743
2,774
1,353
1,874
405
185
2,796

$21,130

$19,974
5,945
25,919
5,575
1,680
3,023
866
1,864
5,268

$44,195

$18,839
5,088
23,927
5,783
1,988
3,238
861
269
5,230

$41,296
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STERLING BANCORP AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

Note 5. Employee Benefit Plans
The following table sets forth the components of net periodic benefit cost for the Company's noncontributory defined
benefit pension plan and unfunded supplemental retirement plan.

Three Months Ended June Six Months Ended June
30, 30,

2009 2008 2009 2008

(in thousands)

Service cost $615 $497 $1,006 $993
Interest cost 928 752 1,508 1,504
Expected return on plan assets (700 ) (648 ) (1,146 ) (1,295 )
Amortization of prior service cost 16 16 33 33
Recognized actuarial loss 948 420 1,596 840

Net periodic benefit cost $$ 1,807 $1,037 $2,997 $2,075

The Company previously disclosed in its financial statements for the year ended December 31, 2008, that it expected
to contribute approximately $2.0 million to the defined benefit pension plan in 2009. No contribution has been made
as of June 30, 2009.

Note 6. Income Taxes

The Internal Revenue Service ("IRS") has completed its examination of the Company's federal tax returns for the
years 2002 through 2004 and has issued a report disallowing certain bad debt deductions arising from the
worthlessness of loans made to customers. The Company, assisted by outside counsel, is preparing a written protest
which will vigorously challenge all of the IRS findings and the Company will exercise its right to a conference with
the Appeals Office of the IRS to discuss the issues and arguments raised in the Company's protest. The Company and
its outside counsel believe that the bad debt deductions were proper and that the position of the IRS is unsupportable
as a matter of fact and law.

Note 7. Segment Reporting

SFAS No. 131, Disclosures about Segments of an Enterprise and Related Information, established standards for the
way that public business enterprises report and disclose selected information about operating segments in interim
financial statements provided to stockholders.

The Company provides a broad range of financial products and services, including commercial loans, asset-based
financing, factoring and accounts receivable management services, trade financing, equipment leasing, corporate and
consumer deposit services, commercial and residential mortgage lending and brokerage, trust and
estate administration and investment management services. The Company's primary source of earnings is net interest
income, which represents the difference between interest earned on interest-earning assets and the interest incurred on
interest-bearing liabilities. The Company's 2009 year-to-date average interest-earning assets were 61.7% loans
(corporate lending was 67.3% and real estate lending was 27.8% of total loans, respectively) and 38.3% investment
securities and money market investments. There are no industry concentrations exceeding 10% of loans, gross, in the
corporate lending segment. Approximately 78% of loans are to borrowers located in the metropolitan New York
area. In order to comply with the provisions of SFAS No. 131, the Company has determined that it has three
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reportable operating segments: corporate lending, real estate lending and company-wide treasury.
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Notes to Consolidated Financial Statements
(Unaudited)

The following tables provide certain information regarding the Company's operating segments:

Three Months Ended June 30,2009
Net interest income

Noninterest income

Depreciation and amortization
Segment income before income taxes
Segment assets

Three Months Ended June 30,2008
Net interest income

Noninterest income

Depreciation and amortization
Segment income before income taxes
Segment assets

Six Months Ended June 30,2009

Net interest income

Noninterest income

Depreciation and amortization
Segment income before income taxes
Segment assets

Six Months Ended June 30,2008

Net interest income

Noninterest income

Depreciation and amortization
Segment income before income taxes
Segment assets

Corporate
Lending

$9,685
6,587
178
6,564
806,080

$9,299
5,532
213
6,355
788,593

$18,678
11,681
354
12,108
806,080

$17,363
10,779
405
14,535
788,593

Real Estate Company-wide

The following table sets forth reconcilations of net interest income, noninterest income, profits and assets of
reportable operating segments to the Company's consolidated totals:

Net interest income:

Total for reportable operating segments

Other [1]
Consolidated net interest income

Three Months Ended
June 30, June 30,

2009

$21,121
193
$21,314

Six Months Ended

2008 2009 2008
(in thousands)

$21,263 $42,319 $40,846
209 367 461
$21,472 $42,686 $41,307

Lending Treasury Totals
(in thousands)
$5,070 $ 6,366 $21,121
2,614 1,189 10,390
38 1 217
4,612 7,256 18,432
430,784 857,307 2,094,171
$5,183 $ 6,781 $21,263
2,786 (137 ) 8,181
91 1 305
3,798 6,500 16,653
402,638 906,626 2,097,857
$9,918 $ 13,723 $42,319
4,738 4,369 20,788
77 1 432
8,766 17,502 38,376
430,784 857,307 2,094,171
$10,529 $ 12,954 $40,846
5,141 424 16,344
181 2 588
6,507 12,855 33,897
402,638 906,626 2,097,857
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Noninterest income:

Total for reportable operating segments
Other [1]

Consolidated noninterest income

Income before taxes:

Total for reportable operating segments
Other [1]

Consolidated income before income taxes

Assets:

Total for reportable operating segments
Other [1]

Consolidated assets

$10,390 $8,181 $20,788 $16,344
408 391 808 900
$10,798 $8,572 $21,596 $17,244

$18,432 $16,653 $38,376 $33,897
17,263 ) (9939 ) (31,289 ) (20,792 )
$1,169 $6,714 $7,087 $13,105

$2,094,171  $2,097,857 $2,094,171 $2,097,857
31,535 30,633 31,535 30,633
$2,125,706  $2,128,490 $2,125,706 $2,128,490

[1] Represents operations not considered to be a reportable segment and/or general operating expenses of the

Company.
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(Unaudited)

Note 8. Accumlated Other Comprehensive Income (Loss)

Information related to the components of accumlated other comprehensive income (loss) is as follows with related tax

effects:

Three Months Ended
June 30,

2009

Other Comprehensive Income (Loss)
Unrealized holding gains (losses) on securities, arising
during the period:

Before tax $3,051
Tax effect (1,384
Net of tax 1,667

Reclassification adjustment for securities (gains)
losses included in net income:

Before tax (874
Tax effect 396
Net of tax 478

Reclassification adjustment for amortization of prior service
cost:

Before tax 16
Tax effect (7
Net of tax 9

Reclassification adjustment for amortization of net actuarial
losses:

Before tax 948
Tax effect (430
Net of tax 518
Other comprehensive income (loss) $1,716
22

)

2008

Six Months Ended
June 30,
2009

(in thousands)

$(9,410

4,251
(5,159

507
(229
278

16
@

420
(190
230

$(4,642

) $3,090
(1,402

) 1,688
(3,939

) 1,787
(2,152
33

) (15
18
1,596

) (724
872

) $426

2008

$(6,939
3,135
(3,804

507
(229
278

33
(15
18

840
(379
461

$(3,047
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STERLING BANCORP AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Unaudited)

Note 9. Fair Value Measurements

The fair value of an asset or liability is the price that would be received to sell that asset or paid to transfer that
liability in an orderly transaction between market participants. A fair value measurement assumes that the transaction
to sell the asset or transfer the liability occurs in the principal market for the asset or liability or, in the absence of a
principal market, the most advantageous market for the asset or liability. The price in the principal (or most
advantageous) market used to measure the fair value of the asset or liability shall not be adjusted for transaction costs.
An orderly transaction is a transaction that assumes exposure to the market for a period prior to the measurement date
to allow for marketing activities that are usual and customary for transactions involving such assets and liabilities; it is
not a forced transaction. Market participants are buyers and sellers in the principal market that are independent,
knowledgeable, able to transact and willing to transact.

SFAS No. 157, "Fair Value Measurements", establishes a fair value hierarchy for valuation inputs that gives the
highest priority to quoted prices in active markets for identical assets or liabilities and the lowest priority to
unobservable inputs. The fair values hierarchy is as follows:

—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. Examples of financial instruments generally included in
this level are U.S. Treasury securities, equity and trust preferred securities that trade in active markets and listed
derivative instruments.

—Level 2 Inputs - Inputs other than quoted prices included in Level I 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, prepa