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Industry Overview

Sector View:
New: 2-Neutral
Old: 2-Neutral

Investment conclusion

Q In this week's Spotlight, we examine the addition of new branches in our bank coverage universe and attempt to determine the breakdown
of de novo verses acquisition branch growth.

Summary

QO The banks in our current coverage universe have increased their combined deposit total by 71% or 13.4% CAGR since 2000, with the
median bank growing deposits 57% or 11.2% CAGR.

QO At the same time commercial bank deposits have become concentrated among fewer banks, the total number of bank branches have
increased due to de novo branch openings.

O By our calculation, the 49 banks in our coverage universe have approximately 33,000 active branches with a minimum $1 million in
deposits. Reviewing specific branch data from the SNL database, we determined that approximately 12,500 or 38% of these branches
has either been acquired since 2000 or been organically opened since 2000.

O Our calculations show that approximately 80% of the new branches for the tickers in our universe are a result of acquisitions that occurred
since 2000. The majority of these additional branches are a result of several acquisitions that occurred in 2004.

In this week’s Spotlight, we examine the addition of new branches in our bank coverage universe and attempt to determine the
breakdown of de novo versus acquisition branch growth.

Bank Deposits Becoming More Concentrated

The banks in our current coverage universe have increased their combined deposits total by 71% or 13.4% CAGR since 2000
with the median bank growing deposits 57% or 11.2% CAGR. Some deposit growth has come organically, but the majority has
come through industry consolidation. Indeed at the end of 1Q05, the 49 banks in our current coverage universe held 63% of all
commercial deposits compared to 50% at the end of 2000. Large-cap mega deals like BAC/Fleet and JPM/Bank One make up
a large portion of the pickup in deposit consolidation of our current universe.

Lehman Brothers does and seeks to do business with companies covered in its research reports. As aresult, investors
should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report.

Customers of Lehman Brothers in the United States can receive independent, third-party research on the company or
companies covered in this report, at no cost to them, where such research is available. Customers can access this
independent research at www.lehmanlive.com or can call 1-800-2-LEHMAN to request a copy of this research.

Investors should consider this report as only a single factor in making their investment decisions.

PLEASE SEE ANALYST(S) CERTIFICATION(S) ON PAGE 5 AND IMPORTANT DISCLOSURES
BEGINNING ON PAGE 6
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Figure 1: Lehman Bank Universe as % of total Commercial Deposits
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At the same time commercial bank deposits have become concentrated among fewer banks, the total number of bank

branches has increased due in part to de novo branch openings.

Figure 2: Number of Commercial Banks and Branches
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On a related side-note, the FDIC/OTS released a summary of the change in offices by banks service type from 2003 to 2004.
Figure 3 below shows a 2.4% increase in the number of total full-service offices while limited service offices decreased 9.2%.

Figure 3: FDIC/OTS 2004 Summary of Deposits Change in Offices by Bank Service Type

Number of Number of Changein Changein

Offices Offices Number of Number of
Bank Service Type 2004 2003 Offices Offices (%)
Full - Brick and Mortar Office 80,960 79,489 1,471 1.9
Full - Home Banking 156 150 6 4
Full - Retail Office 4,728 4,211 517 12.3
Limited - Drive-Through/Facility 3,109 3,161 -52 -1.6
Limited - Military Facility 26 29 -3 -10.3
Limited - Mobile/Seasonal Office 405 310 95 30.6
Other 430 870 -440 -50.6
[Total 89,814 88,220 1,594 1.9

Source: FDIC/OTS Summary of Deposits

Branch Growth in the Lehman Bank Universe

By our calculation, the 49 banks in our coverage universe have approximately 33,000 active branches with a minimum $1
million in deposits. Reviewing specific branch data from the SNL database, we determined that approximately 12,500 or 38%
of these branches have either been acquired since 2000 or have been organically opened since 2000.

Our calculations show that approximately 80% of the new branches for the companies under coverage are a result of
acquisitions that occurred since 2000. The majority of these additional branches are a result of several acquisitions that
occurred in 2004.The remaining 20% of the branches are from organic de novo openings in the last five years. This means that
it is the existing company which opened the branch. However, we calculate that another 5% of the acquired branches were
opened in the last five years by the acquired banks, which means that 25% of the 12,500 new branches in our current
coverage universe opened for business in the last five years. In the last 12 months, the banks in our coverage universe have
opened approximately 625 de novo branches.

Large-Cap

The 17 large-cap banks under coverage currently make up approximately 75% of the total branches of all banks in the Lehman
bank universe, with integrated providers having 27%, super regionals having 47% and fiduciary making up less than 2% of the
total branches.

Integrated Providers

Since 2000, Citigroup, Bank of America and JPMorgan have increased their total branch count by approximately 4,200
branches or 47% of the current integrated branches and 13% of the total existing Lehman bank universe branches.
Approximately 88% of the new integrated providers’ new branches came from acquisition, while approximately 12% or over
500 branches were organically grown.

From in 2004 and 2005, the integrated providers increased their branch count by approximately 3,300, or 26% of the total new
branches added to the bank universe since 2000. The integrated providers account for such a large portion of the total
universe branch growth primarily as a result of the mega mergers between BAC and Fleet and JPM and Bank One. Indeed,
3,100 legacy Fleet and Bank One branches are open today, accounting for over 10% of the total Lehman bank universe
branches.
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Super Regionals

The super regional banks increased their total branch count by approximately 5,000 branches or 32% of the current super
regional branches and 15% of the total existing universe branches. Approximately 78% of the new super regionals new
branches came from acquisitions, while approximately 22% or 1,100 branches were organically grown.

From in 2004 and 2005, the super regionals increased their branch count by approximately 1,900, or 15% of the total new
branches added to the bank universe since 2000. The super regionals account for a large portion of the total universe branch
growth, primarily as a result of the several recent mergers including Wachovia’s acquisition of SouthTrust, SunTrust’s
acquisition of National Commerce which accounted for 3.5% of the total Lehman bank universe branches.

Fiduciary

The fiduciary banks have only had added a few new branches, all of which have been de novo. NTRS and MEL added about a
dozen or so branches, but Bank of New York is the only fiduciary bank with a significant branch presence with about 350 total
branches.

Mid-Cap Banks

The mid-cap banks increased their total branch count by approximately 2,400 branches or 43% of the current mid-cap
branches and 7% of the total existing universe branches. Approximately 75% of the mid-caps’ new branches came from
acquisition, while approximately 25% or 600 branches were organically grown.

The mid-cap banks saw a significant portion of this growth in 2004 and 2005 as branches increased by approximately 900, or
7% of the total new branches added to the bank universe since 2000. Large branch impact deals include Regions’s acquisition
of Union Planters and North Fork’s acquisition of GreenPoint.

Small-Cap Banks

The small-cap banks increased their total branch count by approximately 650 branches or 41% of the current small-cap
branches and 2% of the total existing bank universe branches. Approximately 54% of the small-caps’ new branches came
from acquisition, while approximately 46% or 300 branches were organically grown. About 2/3 of the de novo branch openings
came from CBH'’s resent expansion. The small-cap banks saw a large portion of this growth in 2004 and 2005.

West Coast Banks

The West Coast banks increased their total branch count by approximately 160 branches or 22% of the current West Coast
branches and less than 1% of the total existing bank universe branches. Approximately 70% of the West Coasts’ hew
branches came from acquisition, while approximately 30% or 300 branches were organically grown. The West Coast banks
saw a large portion of this growth in 2004 and 2005.
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Analyst Certification:

I, Faye Elliott-Gurney, hereby certify (1) that the views expressed in this research Industry Note accurately reflect my personal views about
any or all of the subject securities or issuers referred to in this Industry Note and (2) no part of my compensation was, is or will be directly or
indirectly related to the specific recommendations or views expressed in this Industry Note.

Other Team Members:
David L. Rowlett, CFA 1.212.526.8893 drowlett@lehman.com
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FOR CURRENT IMPORTANT DISCLOSURES REGARDING COMPANIES THAT ARE
THE SUBJECT OF THIS RESEARCH REPORT, PLEASE SEND A WRITTEN REQUEST TO:
LEHMAN BROTHERS CONTROL ROOM
745 SEVENTH AVENUE, 19TH FLOOR
NEW YORK, NY 10019
OR
REFER TO THE FIRM'S DISCLOSURE WEBSITE AT www.lehman.com/disclosures

Important Disclosures:
The analysts responsible for preparing this report have received compensation based upon various factors including the Firm’s total
revenues, a portion of which is generated by investment banking activities.

Related Stocks: Ticker Price (06/15) Rating

Amegy Bancorp ABNK 17.34 2-Equal weight
Commerce Bancorp CBH 29.16 2-Equal weight
Cullen/Frost Bankers CFR 47.01 1-Overweight
Chittenden Corp. CHz 27.47 2-Equal weight
Fulton Financial FULT 17.85 3-Underweight
Mercantile Bankshares MRBK 52.10 1-Overweight
Texas Capital Bancshares TCBI 19.40 1-Overweight
United Bankshares UBSI 35.29 2-Equal weight
Webster Financial WBS 46.77 2-Equal weight
Wilmington Trust WL 35.40 2-Equal weight

Guide to Lehman Brothers Equity Research Rating System:

Our coverage analysts use a relative rating system in which they rate stocks as 1-Overweight, 2- Equal weight or 3-Underweight (see
definitions below) relative to other companies covered by the analyst or a team of analysts that are deemed to be in the same industry sector
(the “sector coverage universe”). To see a list of the companies that comprise a particular sector coverage universe, please go to
www.lehman.com/disclosures

In addition to the stock rating, we provide sector views which rate the outlook for the sector coverage universe as 1-Positive, 2-Neutral or
3-Negative (see definitions below). A rating system using terms such as buy, hold and sell is not the equivalent of our rating system.
Investors should carefully read the entire research report including the definitions of all ratings and not infer its contents from ratings alone.

Stock Rating
1-Overweight - The stock is expected to outperform the unweighted expected total return of the sector coverage universe over a 12-month

investment horizon.

2-Equal weight - The stock is expected to perform in line with the unweighted expected total return of the sector coverage universe over a
12- month investment horizon.

3-Underweight - The stock is expected to underperform the unweighted expected total return of the sector coverage universe over a 12-
month investment horizon.

RS-Rating Suspended - The rating and target price have been suspended temporarily to comply with applicable regulations and/or firm
policies in certain circumstances including when Lehman Brothers is acting in an advisory capacity in a merger or strategic transaction
involving the company.

Sector View

1-Positive - sector coverage universe fundamentals/valuations are improving.

2-Neutral - sector coverage universe fundamentals/valuations are steady, neither improving nor deteriorating.
3-Negative - sector coverage universe fundamentals/valuations are deteriorating.

Stock Ratings From February 2001 to August 5, 2002 (sector view did not exist):

This is a guide to expected total return (price performance plus dividend) relative to the total return of the stocks’ local market (i.e. the market
where the stock primarily trades) over the next 12 months.

1-Strong Buy - expected to outperform the market by 15 or more percentage points.

2-Buy - expected to outperform the market by 5-15 percentage points.

3-Market Perform - expected to perform in line with the market, plus or minus 5 percentage points.

4-Market Underperform - expected to underperform the market by 5-15 percentage points.

5-Sell - expected to underperform the market by 15 or more percentage points.
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Distribution of Ratings:

Lehman Brothers Global Equity Research has 1705 companies under coverage.

40% have been assigned a 1-Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as Buy rating, 33% of
companies with this rating are investment banking clients of the Firm.

42% have been assigned a 2-Equal weight rating which, for purposes of mandatory regulatory disclosures, is classified as Hold rating, 7% of
companies with this rating are investment banking clients of the Firm.

18% have been assigned a 3-Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as Sell rating, 82% of
companies with this rating are investment banking clients of the Firm.

This material has been prepared and/or issued by Lehman Brothers Inc., member SIPC, and/or one of its affiliates (“Lehman Brothers”) and has been
approved by Lehman Brothers International (Europe), authorized and regulated by the Financial Services Authority, in connection with its distribution in the
European Economic Area. This material is distributed in Japan by Lehman Brothers Japan Inc., and in Hong Kong by Lehman Brothers Asia Limited. This
material is distributed in Australia by Lehman Brothers Australia Pty Limited, and in Singapore by Lehman Brothers Inc., Singapore Branch. This material is
distributed in Korea by Lehman Brothers International (Europe) Seoul Branch. This document is for information purposes only and it should not be regarded
as an offer to sell or as a solicitation of an offer to buy the securities or other instruments mentioned in it. No part of this document may be reproduced in any
manner without the written permission of Lehman Brothers. With the exception of disclosures relating to Lehman Brothers, this research report is based on
current public information that Lehman Brothers considers reliable, but we make no representation that it is accurate or complete, and it should not be relied on
as such. In the case of any disclosure to the effect that Lehman Brothers Inc. or its affiliates beneficially own 1% or more of any class of common equity
securities of the subject company, the computation of beneficial ownership of securities is based upon the methodology used to compute ownership under
Section 13(d) of the United States' Securities Exchange Act of 1934. In the case of any disclosure to the effect that Lehman Brothers Inc. and/or its affiliates
hold a short position of at least 1% of the outstanding share capital of a particular company, such disclosure relates solely to the ordinary share capital of the
company. Accordingly, while such calculation represents Lehman Brothers’ holdings net of any long position in the ordinary share capital of the company, such
calculation excludes any rights or obligations that Lehman Brothers may otherwise have, or which may accrue in the future, with respect to such ordinary share
capital. Similarly such calculation does not include any shares held or owned by Lehman Brothers where such shares are held under a wider agreement or
arrangement (be it with a client or a counterparty) concerning the shares of such company (e.g. prime broking and/or stock lending activity). Any such
disclosure represents the position of Lehman Brothers as of the last business day of the calendar month preceding the date of this report.

This material is provided with the understanding that Lehman Brothers is not acting in a fiduciary capacity. Opinions expressed herein reflect the opinion of
Lehman Brothers and are subject to change without notice. The products mentioned in this document may not be eligible for sale in some states or countries,
and they may not be suitable for all types of investors. If an investor has any doubts about product suitability, he should consult his Lehman Brothers
representative. The value of and the income produced by products may fluctuate, so that an investor may get back less than he invested. Value and income
may be adversely affected by exchange rates, interest rates, or other factors. Past performance is not necessarily indicative of future results. If a product is
income producing, part of the capital invested may be used to pay that income. © 2005 Lehman Brothers. All rights reserved. Additional information is
available on request. Please contact a Lehman Brothers entity in your home jurisdiction.

Lehman Brothers policy for managing conflicts of interest in connection with investment research is available at www.lehman.com/researchconflictspolicy.
Ratings, earnings per share forecasts and price targets contained in the Firm's equity research reports covering U.S. companies are available at
www.lehman.com/disclosures.

Complete disclosure information on companies covered by Lehman Brothers Equity Research is available at www.lehman.com/disclosures.




