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There were 135,024,030 shares of Common Stock outstanding at February 24, 2009.
Documents incorporated by reference:

Certain portions of the registrant s Definitive Proxy Statement (the 2009 Proxy Statement ) for the 2009 Annual Meeting of Shareholders to be
held April 14, 2009 will be incorporated by reference in Part III. The 2009 proxy statement will be filed within 120 days of December 31, 2008.
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PART 1
Item 1. Business

The disclosures set forth in this item are qualified by Item 1A Risk Factors and the section captioned Cautionary Statement Concerning
Forward-Looking Statements in Item 7 Management s Discussion and Analysis of Financial Condition and Results of Operations of this report
and other cautionary statements set forth elsewhere in this report.

Valley National Bancorp, headquartered in Wayne, New Jersey, is a New Jersey corporation organized in 1983 and is registered as a bank

holding company under the Bank Holding Company Act of 1956, as amended ( Holding Company Act ). The words Valley, the Company, we,
our and us refer to Valley National Bancorp and its wholly owned subsidiaries, unless we indicate otherwise. At December 31, 2008, Valley had

consolidated total assets of $14.7 billion, total loans of $10.1 billion, total deposits of $9.2 billion and total shareholders equity of $1.4 billion. In

addition to its principal subsidiary, Valley National Bank (commonly referred to as the Bank in this report), Valley owns all of the voting and

common shares of VNB Capital Trust I and GCB Capital Trust III, through which trust preferred securities were issued. VNB Capital Trust I

and GCB Capital Trust III are not consolidated subsidiaries. See Note 12 of the consolidated financial statements.

Valley National Bank is a national banking association chartered in 1927 under the laws of the United States. Currently, the Bank has 195
full-service banking offices located throughout northern and central New Jersey and New York City. The Bank provides a full range of
commercial and retail banking services. These services include the following: the acceptance of demand, savings and time deposits; extension of
consumer, real estate, commercial loans; equipment leasing; personal and corporate trust, and pension and fiduciary services.

Valley National Bank s wholly-owned subsidiaries are all included in the consolidated financial statements of Valley (See Exhibit 21 at Part IV,
Item 15 for a complete list of subsidiaries). These subsidiaries include a mortgage servicing company; a title insurance agency; asset
management advisors which are Securities and Exchange Commission ( SEC ) registered investment advisors; an all-line insurance agency
offering property and casualty, life and health insurance; subsidiaries which hold, maintain and manage investment assets for the Bank; a
subsidiary which owns and services auto loans; a subsidiary which specializes in asset-based lending; a subsidiary which offers both commercial
equipment leases and financing for general aviation aircraft; and a subsidiary which specializes in health care equipment and other commercial
equipment leases. The Bank s subsidiaries also include real estate investment trust subsidiaries (the REIT subsidiaries) which own real estate
related investments and a REIT subsidiary which owns some of the real estate utilized by the Bank and related real estate investments. Except
for Valley s REIT subsidiaries, all subsidiaries mentioned above are directly or indirectly wholly-owned by the Bank. Because each REIT must
have 100 or more shareholders to qualify as a REIT, each REIT has issued less than 20 percent of their outstanding non-voting preferred stock to
individuals, most of whom are non-senior management Bank employees. The Bank owns the remaining preferred stock and all the common
stock of the REITs.

Valley National Bank has four business segments it monitors and reports on to manage its business operations. These segments are consumer
lending, commercial lending, investment management, and corporate and other adjustments. Valley s Wealth Management Division comprised of
trust, asset management and insurance services, is included in the consumer lending segment. For financial data on the four business segments

see Note 19 of the consolidated financial statements.

SEC Reports and Corporate Governance

We make our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K and amendments thereto
available on our website at www.valleynationalbank.com without charge as soon as reasonably practicable after filing or furnishing them to the
SEC. Also available on the website are Valley s Code of Conduct and Ethics that applies to all of our employees including our executive officers
and directors, Valley s Audit and Risk Committee Charter, Valley s Compensation and Human Resources Committee Charter, Valley s
Nominating and Corporate Governance Committee Charter as well as Valley s Corporate Governance Guidelines.
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We filed the certifications of the Chief Executive Officer ( CEO ) and Chief Financial Officer ( CFO ) required pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002 with respect to our Annual Report on Form 10-K as exhibits to this Report. Our CEO submitted the required annual
CEO s Certification regarding the New York Stock Exchange s corporate governance listing standards within the required timeframe after the
2008 annual shareholders meeting.

Additionally, we will provide without charge, a copy of our Annual Report on Form 10-K or the Code of Conduct and Ethics to any shareholder
by mail. Requests should be sent to Valley National Bancorp, Attention: Shareholder Relations, 1455 Valley Road, Wayne, NJ 07470.

Competition

The market for banking and bank-related services is highly competitive and we face substantial competition in all phases of our operations. We
compete with other providers of financial services such as other bank holding companies, commercial banks, savings institutions, credit unions,
mutual funds, mortgage companies, title agencies, asset managers, insurance companies and a growing list of other local, regional and national
institutions which offer financial services. De novo branching by several national financial institutions and mergers between financial
institutions within New Jersey and New York, as well as other neighboring states have heightened the competitive pressure in our primary
markets. We compete by offering quality products and convenient services at competitive prices (including interest rates paid on deposits,
interest rates charged on loans and fees charged for other non-interest related services). We continually review our products, locations,
alternative delivery channels and various acquisition prospects and periodically engage in discussions regarding possible acquisitions to maintain
and enhance our competitive position.

Employees

At December 31, 2008, Valley National Bank and its subsidiaries employed 2,783 full-time equivalent persons. Management considers relations
with its employees to be satisfactory.
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Executive Officers

Age at Executive
December 31, Officer
Names 2008 Since Office
Gerald H. Lipkin 67 1975 Chairman of the Board, President and Chief Executive Officer of Valley and
Valley National Bank
Peter Crocitto 51 1991 Executive Vice President, Chief Operating Officer of Valley and Valley
National Bank
Albert L. Engel 60 1998 Executive Vice President of Valley and Valley National Bank
Alan D. Eskow 60 1993 Executive Vice President, Chief Financial Officer and Corporate Secretary
of Valley and Valley National Bank
James G. Lawrence 65 2001 Executive Vice President of Valley and Valley National Bank
Robert M. Meyer 62 1997 Executive Vice President of Valley and Valley National Bank
Elizabeth E. De Laney 44 2007 First Senior Vice President of Valley National Bank
Kermit R. Dyke 61 2001 First Senior Vice President of Valley National Bank
Robert E. Farrell 62 1990 First Senior Vice President of Valley National Bank
Richard P. Garber 65 1992 First Senior Vice President of Valley National Bank
Eric W. Gould 40 2001 First Senior Vice President of Valley National Bank
Robert J. Mulligan 61 1991 First Senior Vice President of Valley National Bank
Russell C. Murawski 59 2007 First Senior Vice President of Valley National Bank
John H. Noonan 62 2006 First Senior Vice President of Valley National Bank
Stephen P. Davey 53 2002 Senior Vice President of Valley National Bank
Robert A. Ewing 54 2007 Senior Vice President of Valley National Bank

All officers serve at the pleasure of the Board of Directors.
SUPERVISION AND REGULATION

The Banking industry is highly regulated. Statutory and regulatory controls increase a bank holding company s cost of doing business and limit
the options of its management to deploy assets and maximize income. The following discussion is not intended to be a complete list of all the
activities regulated by the banking laws or of the impact of such laws and regulations on Valley or Valley National Bank. It is intended only to
briefly summarize some material provisions.

Bank Holding Company Regulation

Valley is a bank holding company within the meaning of the Holding Company Act. As a bank holding company, Valley is supervised by the
Board of Governors of the Federal Reserve System ( FRB ) and is required to file reports with the FRB and provide such additional information
as the FRB may require.

The Holding Company Act prohibits Valley, with certain exceptions, from acquiring direct or indirect ownership or control of more than five
percent of the voting shares of any company which is not a bank and from engaging in any business other than that of banking, managing and
controlling banks or furnishing services to subsidiary banks, except that it may, upon application, engage in, and may own shares of companies
engaged in, certain businesses found by the FRB to be so closely related to banking as to be a proper incident thereto. The Holding Company
Act requires prior approval by the FRB of the acquisition by Valley of more than five percent of the voting stock of any other bank. Satisfactory
capital ratios and Community Reinvestment Act ratings and anti-money laundering policies are generally prerequisites to obtaining federal
regulatory approval to make acquisitions. The policy of the FRB provides that a bank holding company is expected to act as a source of
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financial strength to its subsidiary bank and to commit resources to support the subsidiary bank in circumstances in which it might not do so
absent that policy. Acquisitions through the Bank require approval of the Office of the Comptroller of the Currency of the United States ( OCC ).
The Holding Company Act does not place territorial restrictions on the activities of non-bank subsidiaries of bank holding companies. The
Gramm-Leach-Bliley Act, discussed below, allows Valley to expand into insurance, securities, merchant banking activities, and other activities
that are financial in nature.

The Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994 ( Interstate Banking and Branching Act ) enables bank holding
companies to acquire banks in states other than its home state, regardless of applicable state law. The Interstate Banking and Branching Act also
authorizes banks to merge across state lines, thereby creating interstate banks with branches in more than one state. Under the legislation, each
state had the opportunity to opt-out of this provision. Furthermore, a state may opt-in with respect to de novo branching, thereby permitting a
bank to open new branches in a state in which the Bank does not already have a branch. Without de novo branching, an out-of-state commercial
bank can enter the state only by acquiring an existing bank or branch. The vast majority of states have allowed interstate banking by merger but
have not authorized de novo branching.

New Jersey enacted legislation to authorize interstate banking and branching and the entry into New Jersey of foreign country banks. New Jersey
did not authorize de novo branching into the state. However, under federal law, federal savings banks which meet certain conditions may branch
de novo into a state, regardless of state law.

Troubled Asset Relief Program Capital Purchase Program

In response to the financial crises affecting the banking system and financial markets and going concern threats to investment banks and other
financial institutions, on October 3, 2008, the Emergency Economic Stabilization Act of 2008 (the EESA ) was signed into law. Pursuant to the
EESA, the U.S. Treasury was given the authority to, among other things, purchase up to $700 billion of mortgages, mortgage-backed securities
and certain other financial instruments from financial institutions for the purpose of stabilizing and providing liquidity to the U.S. financial
markets.

On October 14, 2008, the Secretary of the U.S. Department of the Treasury announced that the Treasury will purchase equity stakes in a wide
variety of banks and thrifts. Under the program, known as the Troubled Asset Relief Program Capital Purchase Program (the TARP Capital
Purchase Program ), from the $700 billion authorized by the EESA, the Treasury made $250 billion of capital available to U.S. financial
institutions in the form of preferred stock. In conjunction with the purchase of preferred stock, the Treasury received, from participating

financial institutions, warrants to purchase common stock with an aggregate market price equal to 15% of the preferred investment. Participating
financial institutions were required to adopt the Treasury s standards for executive compensation and corporate governance for the period during
which the Treasury holds equity issued under the TARP Capital Purchase Program.

At the invitation of the United States Treasury, we decided in November 2008 to enter into a Securities Purchase Agreement with the Treasury
that provides for our participation in the TARP Capital Purchase Program. On November 14, 2008, Valley issued and sold to the Treasury
300,000 shares of Valley Fixed Rate Cumulative Perpetual Preferred Stock, with a liquidation preference of $1 thousand per share, and a
ten-year warrant to purchase up to 2.3 million shares of Valley s common stock at an exercise price of $19.59 per share. Under the terms of the
TARP program, the Treasury s consent will be required for any increase in our dividends paid to common stockholders (above a quarterly
dividend of $0.20 per common share) or Valley s redemption, purchase or acquisition of Valley common stock or any trust preferred securities
issued by Valley capital trusts until the third anniversary of the Valley senior preferred share issuance to the Treasury unless prior to such third
anniversary the senior preferred shares are redeemed in whole or the Treasury has transferred all of these shares to third parties.

Participants in the TARP Capital Purchase Program were required to accept several compensation-related limitations associated with this
Program. Each of our senior executive officers in November 2008 agreed in
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writing to accept the compensation standards in existence at that time under the program and thereby cap or eliminate some of their contractual
or legal rights. The provisions agreed to were as follows:

No golden parachute payments. ~ Golden parachute payment under the TARP Capital Purchase Program means a severance payment
resulting from involuntary termination of employment, or from bankruptcy of the employer, that exceeds three times the terminated
employee s average annual base salary over the five years prior to termination. Our senior executive officers have agreed to forego all
golden parachute payments for as long as two conditions remain true: They remain senior executive officers (CEO, CFO and the next three
highest-paid executive officers), and the Treasury continues to hold our equity or debt securities we issued to it under the TARP Capital
Purchase Program (the period during which the Treasury holds those securities is the TARP Capital Purchase Program Covered Period. ).

Recovery of EIP Awards and Incentive Compensation if Based on Certain Material Inaccuracies. — Our senior executive
officers have also agreed to a clawback provision, which means that we can recover incentive compensation paid during the
TARP Capital Purchase Program Covered Period that is later found to have been based on materially inaccurate financial
statements or other materially inaccurate measurements of performance.

No Compensation Arrangements That Encourage Excessive Risks. During the TARP Capital Purchase Program Covered
Period, we are not allowed to enter into compensation arrangements that encourage senior executive officers to take unnecessary
and excessive risks that threaten the value of our company. To make sure this does not happen, Valley s Compensation
Committee is required to meet at least once a year with our senior risk officers to review our executive compensation
arrangements in the light of our risk management policies and practices. Our senior executive officers written agreements
include their obligation to execute whatever documents we may require in order to make any changes in compensation
arrangements resulting from the Compensation Committee s review.

Limit on Federal Income Tax Deductions. During the TARP Capital Purchase Program Covered Period, we are not allowed to take

federal income tax deductions for compensation paid to senior executive officers in excess of $500,000 per year, with certain exceptions

that do not apply to our senior executive officers. See Tax and Accounting Considerations below.
On February 17, 2009, President Obama signed the American Recovery and Reinvestment Act of 2009 (the Stimulus Act ) into law. The
Stimulus Act modified the compensation-related limitations contained in the TARP Capital Purchase Program, created additional
compensation-related limitations and directed the Secretary of the Treasury to establish standards for executive compensation applicable to
participants in TARP, regardless of when participation commenced. Thus, the newly enacted compensation-related limitations are applicable to
Valley and to the extent the Treasury may implement these restrictions unilaterally Valley will apply these provisions. The provisions may be
retroactive. In their November 2008 agreements our executives did not waive their contract or legal rights with respect to these new and
retroactive provisions; other officers now covered by these provisions were not asked and did not agree to waive their contract or legal rights.
The compensation-related limitations applicable to Valley which have been added or modified by the Stimulus Act are as follows, which
provisions must be included in standards established by the Treasury:

No severance payments.  Under the Stimulus Act golden parachutes were redefined as any severance payment resulting from involuntary
termination of employment, or from bankruptcy of the employer, except for payments for services performed or benefits accrued.
Consequently under the Stimulus Act Valley is prohibited from making any severance payment to our senior executive officers (defined in
the Stimulus Act as the five highest paid senior executive officers) and our next five most highly compensated employees during the

TARP Capital Purchase Program Covered Period.

Recovery of Incentive Compensation if Based on Certain Material Inaccuracies. The Stimulus Act also contains the clawback provision
discussed above but extends its application to any bonus awards and other incentive compensation paid to any of our senior executive
officers or next 20 most highly compensated employees during the TARP Capital Purchase Program Covered Period that is later found to
have been based on materially inaccurate financial statements or other materially inaccurate measurements of performance.

Table of Contents 9



Table of Contents

Edgar Filing: VALLEY NATIONAL BANCORP - Form 10-K

7

10



Edgar Filing: VALLEY NATIONAL BANCORP - Form 10-K

Table of Conten

No Compensation Arrangements That Encourage Earnings Manipulation. Under the Stimulus Act, during the TARP Capital Purchase
Program Covered Period, we are not allowed to enter into compensation arrangements that encourage manipulation of the reported
earnings of Valley to enhance the compensation of any of our employees.

Limit on Incentive Compensation.  The Stimulus Act contains a provision that prohibits the payment or accrual of any bonus,
retention award or incentive compensation to any of our senior executive officers and our next 10 most highly compensated
employees during the TARP Capital Purchase Program Covered Period other than awards of long-term restricted stock that

(1) do not fully vest during the TARP Capital Purchase Program Covered Period, (ii) have a value not greater than one-third of
the total annual compensation of the awardee and (iii) are subject to such other restrictions as determined by the Secretary of the
Treasury. We do not know whether the award of incentive stock options are covered by this prohibition. The prohibition on
bonus, incentive compensation and retention awards does not preclude payments required under written employment contracts
entered into on or prior to February 11, 2009.

Compensation and Human Resources Committee Functions.  The Stimulus Act requires that our Compensation and Human Resources
Committee be comprised solely of independent directors and that it meet at least semiannually to discuss and evaluate our employee
compensation plans in light of an assessment of any risk posed to us from such compensation plans.

Compliance Certifications. The Stimulus Act also requires a written certification by our Chief Executive Officer and Chief Financial
Officer of our compliance with the provisions of the Stimulus Act. These certifications must be contained in Valley s Annual Report on
Form 10-K [and are contained in this year s Form 10-K].

Treasury Review Excessive Bonuses Previously Paid. ~The Stimulus Act directs the Secretary of the Treasury to review all compensation
paid to our senior executive officers and our next 20 most highly compensated employees to determine whether any such payments were
inconsistent with the purposes of the Stimulus Act or were otherwise contrary to the public interest. If the Secretary of the Treasury makes
such a finding, the Secretary of the Treasury is directed to negotiate with the TARP Capital Purchase Program recipient and the subject
employee for appropriate reimbursements to the federal government with respect to the compensation and bonuses.

Say on Pay. Under the Stimulus Act the SEC is required to promulgate rules requiring a non-binding say on pay vote by the
shareholders on executive compensation at the annual meeting during the TARP Capital Purchase Program Covered Period.
Regulation of Bank Subsidiary

Valley National Bank is subject to the supervision of, and to regular examination by, the OCC. Various laws and the regulations thereunder
applicable to Valley and its bank subsidiary impose restrictions and requirements in many areas, including capital requirements, the maintenance
of reserves, establishment of new offices, the making of loans and investments, consumer protection, employment practices, bank acquisitions
and entry into new types of business. There are various legal limitations, including Sections 23A and 23B of the Federal Reserve Act, which
govern the extent to which a bank subsidiary may finance or otherwise supply funds to its holding company or its holding company s non-bank
subsidiaries. Under federal law, no bank subsidiary may, subject to certain limited exceptions, make loans or extensions of credit to, or
investments in the securities of, its parent or the non-bank subsidiaries of its parent (other than direct subsidiaries of such bank which are not
financial subsidiaries) or take their securities as collateral for loans to any borrower. Each bank subsidiary is also subject to collateral security
requirements for any loans or extensions of credit permitted by such exceptions.

Dividend Limitations

Valley is a legal entity separate and distinct from its subsidiaries. Valley s revenues (on a parent company only basis) result in substantial part
from dividends paid by the Bank. The Bank s dividend payments, without prior regulatory approval, are subject to regulatory limitations. Under
the National Bank Act, dividends may be
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declared only if, after payment thereof, capital would be unimpaired and remaining surplus would equal 100 percent of capital. Moreover, a
national bank may declare, in any one year, dividends only in an amount aggregating not more than the sum of its net profits for such year and
its retained net profits for the preceding two years. In addition, the bank regulatory agencies have the authority to prohibit the Bank from paying
dividends or otherwise supplying funds to Valley if the supervising agency determines that such payment would constitute an unsafe or unsound
banking practice. See other dividend limitations to common stockholders under the Troubled Asset Relief Program Capital Purchase Program
section above.

Loans to Related Parties

Valley National Bank s authority to extend credit to its directors, executive officers and 10 percent stockholders, as well as to entities controlled
by such persons, is currently governed by the requirements of the National Bank Act, Sarbanes-Oxley Act and Regulation O of the FRB
thereunder. Among other things, these provisions require that extensions of credit to insiders (i) be made on terms that are substantially the same
as, and follow credit underwriting procedures that are not less stringent than, those prevailing for comparable transactions with unaffiliated
persons and that do not involve more than the normal risk of repayment or present other unfavorable features and (ii) not exceed certain
limitations on the amount of credit extended to such persons, individually and in the aggregate, which limits are based, in part, on the amount of
the Bank s capital. In addition, extensions of credit in excess of certain limits must be approved by the Bank s Board of Directors. Under the
Sarbanes-Oxley Act, Valley and its subsidiaries, other than the Bank, may not extend or arrange for any personal loans to its directors and
executive officers.

Community Reinvestment

Under the Community Reinvestment Act ( CRA ), as implemented by OCC regulations, a national bank has a continuing and affirmative
obligation consistent with its safe and sound operation to help meet the credit needs of its entire community, including low and moderate-income
neighborhoods. The CRA does not establish specific lending requirements or programs for financial institutions nor does it limit an institution s
discretion to develop the types of products and services that it believes are best suited to its particular community, consistent with the CRA. The
CRA requires the OCC, in connection with its examination of a national bank, to assess the association s record of meeting the credit needs of its
community and to take such record into account in its evaluation of certain applications by such association. The CRA also requires all
institutions to make public disclosure of their CRA ratings. Valley National Bank received a satisfactory CRA rating in its most recent
examination.

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 added new legal requirements for public companies affecting corporate governance, accounting and corporate
reporting.

The Sarbanes-Oxley Act of 2002 provides for, among other things:

a prohibition on personal loans made or arranged by the issuer to its directors and executive officers (except for loans made by a
bank subject to Regulation O);

independence requirements for audit committee members;

independence requirements for company outside auditors;

certification of financial statements within the Annual Report on Form 10-K and Quarterly Reports on Form 10-Q by the chief
executive officer and the chief financial officer;
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disclosure of off-balance sheet transactions;

two-business day filing requirements for insiders filing on Form 4;

disclosure of a code of ethics for financial officers and filing a Current Report on Form 8-K for a change in or waiver of such code;

the reporting of securities violations up the ladder by both in-house and outside attorneys;

restrictions on the use of non-GAAP financial measures in press releases and SEC filings;

the creation of the Public Company Accounting Oversight Board ( PCAOB );

various increased criminal penalties for violations of securities laws;

an assertion by management with respect to the effectiveness of internal control over financial reporting; and

a report by the company s external auditor on the effectiveness of internal control over financial reporting.
Each of the national stock exchanges, including the New York Stock Exchange ( NYSE ) where Valley common securities are listed and the
NASDAAQ Capital Market, where certain Valley warrants are listed, have implemented corporate governance listing standards, including rules
strengthening director independence requirements for boards, and requiring the adoption of charters for the nominating, corporate governance
and audit committees. These rules require Valley to certify to the NYSE that there are no violations of any corporate listing standards. Valley
has provided the NYSE with the certification required by the NYSE Rule.

USA PATRIOT Act

As part of the USA PATRIOT Act, Congress adopted the International Money Laundering Abatement and Financial Anti-Terrorism Act of 2001
(the Anti Money Laundering Act ). The Anti Money Laundering Act authorizes the Secretary of the Treasury, in consultation with the heads of
other government agencies, to adopt special measures applicable to financial institutions such as banks, bank holding companies, broker-dealers
and insurance companies. Among its other provisions, the Anti Money Laundering Act requires each financial institution: (i) to establish an
anti-money laundering program; (ii) to establish due diligence policies, procedures and controls that are reasonably designed to detect and report
instances of money laundering in United States private banking accounts and correspondent accounts maintained for non-United States persons
or their representatives; and (iii) to avoid establishing, maintaining, administering, or managing correspondent accounts in the United States for,
or on behalf of, a foreign shell bank that does not have a physical presence in any country. In addition, the Anti Money Laundering Act expands
the circumstances under which funds in a bank account may be forfeited and requires covered financial institutions to respond under certain
circumstances to requests for information from federal banking agencies within 120 hours.

Regulations implementing the due diligence requirements, require minimum standards to verify customer identity and maintain accurate records,
encourage cooperation among financial institutions, federal banking agencies, and law enforcement authorities regarding possible money
laundering or terrorist activities, prohibit the anonymous use of concentration accounts, and requires all covered financial institutions to have in
place an anti-money laundering compliance program. The OCC, along with other banking agencies, have strictly enforced various anti-money
laundering and suspicious activity reporting requirements using formal and informal enforcement tools to cause banks to comply with these
provisions.

The Anti Money Laundering Act amended the Bank Holding Company Act and the Bank Merger Act to require the federal banking agencies to
consider the effectiveness of any financial institution involved in a proposed merger transaction in combating money laundering activities when
reviewing an application under these acts.
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Regulatory Relief Law

In late 2000, the American Home Ownership and Economic Act of 2000 instituted a number of regulatory relief provisions applicable to national
banks, such as permitting national banks to have classified directors and to merge their business subsidiaries into the Bank.

Gramm-Leach-Bliley Act

The Gramm-Leach-Bliley Financial Modernization Act of 1999 ( Gramm-Leach-Bliley Act ) became effective in early 2000. The
Gramm-Leach-Bliley Act provides for the following:

allows bank holding companies meeting management, capital and Community Reinvestment Act standards to engage in a
substantially broader range of non-banking activities than was previously permissible, including insurance underwriting and making
merchant banking investments in commercial and financial companies;

allows insurers and other financial services companies to acquire banks;

removes various restrictions that previously applied to bank holding company ownership of securities firms and mutual fund
advisory companies; and

establishes the overall regulatory structure applicable to bank holding companies that also engage in insurance and securities
operations.
If a bank holding company elects to become a financial holding companys, it files a certification, effective in 30 days, and thereafter may engage
in certain financial activities without further approvals. Valley has not elected to become a financial holding company.

The OCC adopted rules to allow national banks to form subsidiaries to engage in financial activities allowed for financial holding companies.
Electing national banks must meet the same management and capital standards as financial holding companies but may not engage in insurance
underwriting, real estate development or merchant banking. Sections 23A and 23B of the Federal Reserve Act apply to financial subsidiaries and
the capital invested by a bank in its financial subsidiaries will be eliminated from the Bank s capital in measuring all capital ratios. Valley
National Bank sold its one wholly owned financial subsidiary, Glen Rauch Securities, Inc, on March 31, 2008.

The Gramm-Leach-Bliley Act modified other financial laws, including laws related to financial privacy and community reinvestment.

Additional proposals to change the laws and regulations governing the banking and financial services industry are frequently introduced in
Congress, in the state legislatures and before the various bank regulatory agencies. The likelihood and timing of any such changes and the
impact such changes might have on Valley cannot be determined at this time.

FIRREA

Under the Financial Institutions Reform, Recovery, and Enforcement Act of 1989 ( FIRREA ), a depository institution insured by the Federal
Deposit Insurance Corp ( FDIC ) can be held liable for any loss incurred by, or reasonably expected to be incurred by, the FDIC in connection
with (i) the default of a commonly controlled FDIC-insured depository institution or (ii) any assistance provided by the FDIC to a commonly
controlled FDIC-insured depository institution in danger of default. These provisions have commonly been referred to as FIRREA s cross
guarantee provisions. Further, under FIRREA, the failure to meet capital guidelines could subject a bank to a variety of enforcement remedies
available to federal regulatory authorities.

FIRREA also imposes certain independent appraisal requirements upon a bank s real estate lending activities and further imposes certain
loan-to-value restrictions on a bank s real estate lending activities. The Bank regulators have promulgated regulations in these areas.
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Temporary Liquidity Guarantee Program

On November 21, 2008, the Board of Directors of the FDIC adopted a final rule relating to the Temporary Liquidity Guarantee Program ( TLG
Program ). The TLG Program was announced by the FDIC on October 14, 2008, preceded by the determination of systemic risk by the Secretary
of the U.S. Department of the Treasury (after consultation with the President), as an initiative to counter the system-wide crisis in the nation s
financial sector. Under the TLG Program the FDIC will (i) guarantee, through the earlier of maturity or June 30, 2012, certain newly issued
senior unsecured debt issued by participating institutions on or after October 14, 2008, and before June 30, 2009 and (ii) provide full FDIC
deposit insurance coverage for non-interest bearing transaction deposit accounts, Negotiable Order of Withdrawal ( NOW ) accounts paying less
than 0.5% interest per annum and Interest on Lawyers Trust Accounts held at participating FDIC- insured institutions through December 31,
2009. Coverage under the TLG Program was available for the first 30 days without charge. The fee assessment for coverage of senior unsecured
debt ranges from 50 basis points to 100 basis points per annum, depending on the initial maturity of the debt. The fee assessment for deposit
insurance coverage is 10 basis points per quarter on amounts in covered accounts exceeding $250,000. During the first week of December 2008,
we elected to participate in both guarantee programs.

FDICIA

Pursuant to the Federal Deposit Insurance Corporation Improvement Act of 1991 ( FDICIA ), each federal banking agency has promulgated
regulations, specifying the levels at which a financial institution would be considered well capitalized, adequately capitalized,  undercapitalized,
significantly undercapitalized, or critically undercapitalized, and to take certain mandatory and discretionary supervisory actions based on the
capital level of the institution. To qualify to engage in financial activities under the Gramm-Leach-Bliley Act, all depository institutions must be
well capitalized. The financial holding company of a national bank will be put under directives to raise its capital levels or divest its activities if
the depository institution falls from that level.

The OCC s regulations implementing these provisions of FDICIA provide that an institution will be classified as well capitalized if it (i) has a
total risk-based capital ratio of at least 10.0 percent, (ii) has a Tier 1 risk-based capital ratio of at least 6.0 percent, (iii) has a Tier 1 leverage ratio

of at least 5.0 percent, and (iv) meets certain other requirements. An institution will be classified as adequately capitalized if it (i) has a total
risk-based capital ratio of at least 8.0 percent, (ii) has a Tier 1 risk-based capital ratio of at least 4.0 percent, (iii) has a Tier 1 leverage ratio of

(a) at least 4.0 percent or (b) at least 3.0 percent if the institution was rated 1 in its most recent examination, and (iv) does not meet the definition

of well capitalized. An institution will be classified as undercapitalized if it (i) has a total risk-based capital ratio of less than 8.0 percent, (ii) has
a Tier 1 risk-based capital ratio of less than 4.0 percent, or (iii) has a Tier 1 leverage ratio of (a) less than 4.0 percent or (b) less than 3.0 percent

if the institution was rated 1 in its most recent examination. An institution will be classified as significantly undercapitalized if it (i) has a total
risk-based capital ratio of less than 6.0 percent, (ii) has a Tier 1 risk-based capital ratio of less than 3.0 percent, or (iii) has a Tier 1 leverage ratio

of less than 3.0 percent. An institution will be classified as critically undercapitalized if it has a tangible equity to total assets ratio that is equal to
or less than 2.0 percent. An insured depository institution may be deemed to be in a lower capitalization category if it receives an unsatisfactory
examination rating. Similar categories apply to bank holding companies. Valley National Bank s capital ratios were all above the minimum levels
required for it to be considered a well capitalized financial institution at December 31, 2008.

In addition, significant provisions of FDICIA required federal banking regulators to impose standards in a number of other important areas to
assure bank safety and soundness, including internal controls, information systems and internal audit systems, credit underwriting, asset growth,
compensation, loan documentation and interest rate exposure.

Item 1A. Risk Factors

An investment in our securities is subject to risks inherent in our business. The material risks and uncertainties that management believes affect
Valley are described below. Before making an investment decision, you should carefully consider the risks and uncertainties described below
together with all of the other
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information included or incorporated by reference in this report. The risks and uncertainties described below are not the only ones facing Valley.
Additional risks and uncertainties that management is not aware of or that management currently believes are immaterial may also impair

Valley s business operations. The value or market price of our securities could decline due to any of these identified or other risks, and you could
lose all or part of your investment. This report is qualified in its entirety by these risk factors.

Recent Negative Developments in the Financial Services Industry and U.S. and Global Credit Markets May Adversely Impact Our Operations
and Results.

Negative developments in the latter half of 2007 throughout 2008 and 2009 to date in the capital markets have resulted in uncertainty in the
financial markets in general with the expectation of the general economic downturn for the remainder of 2009 and possibly beyond. Loan
portfolio performances have deteriorated at many institutions resulting from, amongst other factors, a weak economy and a decline in the value
of the collateral supporting their loans. The competition for our deposits has increased significantly due to liquidity concerns at many of these
same institutions. Stock prices of bank holding companies, like ours, have been negatively affected by the current condition of the financial
markets, as has our ability, if needed, to raise capital or borrow in the debt markets compared to recent years. As a result, there is a potential for
new federal or state laws and regulations regarding lending and funding practices and liquidity standards, and financial institution regulatory
agencies are expected to be very aggressive in responding to concerns and trends identified in examinations, including the expected issuance of
many formal enforcement actions. Negative developments in the financial services industry and the impact of new legislation in response to
those developments could negatively impact our operations by restricting our business operations, including our ability to originate or sell loans,
and adversely impact our financial performance.

Declines in Value May Adversely Impact the Investment Portfolio.

As of December 31, 2008, we had approximately $1.4 billion and $1.2 billion in available for sale and held to maturity investment securities,
respectively. We may be required to record impairment charges (or mark-to-market adjustments) on our investment 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 our investment portfolio in future periods. If an
impairment charge is significant enough it could affect the ability of our Bank to upstream dividends to us, which could have a material adverse
effect on our liquidity and our ability to pay dividends to shareholders and could also negatively impact our regulatory capital ratios and result in
our Bank not being classified as well-capitalized for regulatory purposes.

Changes in Interest Rates Can Have an Adverse Effect on Profitability.

Valley s earnings and cash flows are largely dependent upon its net interest income. Net interest income is the difference between interest income
earned on interest-earning assets, such as loans and investment securities, and interest expense paid on interest-bearing liabilities, such as

deposits and borrowed funds. Interest rates are sensitive to many factors that are beyond Valley s control, including general economic conditions,
competition, and policies of various governmental and regulatory agencies and, in particular, the policies of the Board of Governors of the
Federal Reserve. Changes in monetary policy, including changes in interest rates, could influence not only the interest Valley receives on loans
and investment securities and the amount of interest it pays on deposits and borrowings, but such changes could also affect (i) Valley s ability to
originate loans and obtain deposits, (ii) the fair value of Valley s financial assets and liabilities, including the held to maturity, available for sale,
and trading securities portfolios, and (iii) the average duration of Valley s interest-earning assets. This also includes the risk that interest-earning
assets may be more responsive to changes in interest rates than interest-bearing liabilities, or vice versa (repricing risk), the risk that the
individual interest rates or rate indices underlying various interest-earning assets and interest-bearing liabilities may not change in the same
degree over a given time period (basis risk), and the risk of changing interest rate relationships across the spectrum of interest-earning asset and
interest-bearing liability maturities (yield curve risk), including a prolonged flat or inverted yield curve environment.
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Although management believes it has implemented effective asset and liability management strategies to reduce the potential effects of changes
in interest rates on Valley s results of operations, any substantial, unexpected, prolonged change in market interest rates could have a material
adverse effect on Valley s financial condition and results of operations.

The Price of Our Common Stock May Fluctuate.

The price of our common stock on the NYSE constantly changes and recently, given the uncertainty in the financial markets, has fluctuated
widely. We expect that the market price of our common stock will continue to fluctuate. Holders of our common stock will be subject to the risk
of volatility and changes in prices.

Our common stock price can fluctuate as a result of a variety of factors, many of which are beyond our control. These factors include:

quarterly fluctuations in our operating and financial results;

operating results that vary from the expectations of management, securities analysts and investors;

changes in expectations as to our future financial performance, including financial estimates by securities analysts and investors;

events negatively impacting the financial services industry which result in a general decline in the market valuation of our common
stock;

announcements of material developments affecting our operations or our dividend policy;

future sales of our equity securities;

new laws or regulations or new interpretations of existing laws or regulations applicable to our business;

changes in accounting standards, policies, guidance, interpretations or principles; and

general domestic economic and market conditions.
In addition, recently the stock market generally has experienced extreme price and volume fluctuations, and industry factors and general
economic and political conditions and events, such as economic slowdowns or recessions, interest rate changes or credit loss trends, could also
cause our stock price to decrease regardless of our operating results.

Liquidity Risk.

Liquidity risk is the potential that Valley will be unable to meet its obligations as they come due, capitalize on growth opportunities as they arise,
or pay regular dividends because of an inability to liquidate assets or obtain adequate funding in a timely basis, at a reasonable cost and within
acceptable risk tolerances.

Liquidity is required to fund various obligations, including credit commitments to borrowers, mortgage and other loan originations, withdrawals
by depositors, repayment of borrowings, dividends to shareholders, operating expenses and capital expenditures.
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Liquidity is derived primarily from retail deposit growth and retention; principal and interest payments on loans; principal and interest payments
on investment securities; sale, maturity and prepayment of investment securities; net cash provided from operations and access to other funding
sources.

Our access to funding sources in amounts adequate to finance our activities could be impaired by factors that affect us specifically or the
financial services industry in general. Factors that could detrimentally impact our access to liquidity sources include a decrease in the level of
our business activity due to a market downturn or adverse regulatory action against us. Our ability to borrow could also be impaired by factors
that are not specific to us, such as a severe disruption of the financial markets or negative views and expectations about the prospects for the
financial services industry as a whole as the recent turmoil faced by banking organizations in the domestic and worldwide credit markets
deteriorates.
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We May be Adversely Affected by the Soundness of Other Financial Institutions.

Financial services institutions are interrelated as a result of trading, clearing, counterparty, or other relationships. We have exposure to many
different industries and counterparties, and routinely execute transactions with counterparties in the financial services industry, including the
Federal Home Loan Bank of New York, commercial banks, brokers and dealers, investment banks, and other institutional clients. Many of these
transactions expose us to credit risk in the event of a default by a counterparty or client. In addition, our credit risk may be exacerbated when the
collateral held by us cannot be realized or is liquidated at prices not sufficient to recover the full amount due to us. Any such losses could have a
material adverse effect on our financial condition and results of operations.

Competition in the Financial Services Industry.

Valley faces substantial competition in all areas of its operations from a variety of different competitors, many of which are larger and may have
more financial resources than Valley. Valley competes with other providers of financial services such as commercial and savings banks, savings
and loan associations, credit unions, money market and mutual funds, mortgage companies, title agencies, asset managers, insurance companies
and a large list of other local, regional and national institutions which offer financial services. Mergers between financial institutions within New
Jersey and in neighboring states have added competitive pressure. If Valley is unable to compete effectively, it will lose market share and its
income generated from loans, deposits, and other financial products will decline.

Our Preferred Shares Impact Net Income Available to Our Common Stockholders and Our Earnings Per Share.

As long as there are senior preferred shares outstanding, no dividends may be paid on our common stock unless all dividends on the senior
preferred shares have been paid in full. The dividends declared on our fixed rate preferred shares will reduce the net income available to
common shareholders and our earnings per common share. Additionally, warrants to purchase Valley common stock issued to the Treasury
Department, in conjunction with the preferred shares, may be dilutive to our earnings per share. The senior preferred shares will also receive
preferential treatment in the event of liquidation, dissolution or winding up of Valley.

Moreover, holders of our common stock are entitled to receive dividends only when, as and if declared by our board of directors. Although we
have historically declared cash dividends on our common stock, we are not required to do so and our board of directors may reduce or eliminate
our common stock dividend in the future. This could adversely affect the market price of our common stock.

Future Offerings of Debt or Other Securities May Adversely Affect the Market Price of Our Stock.

In the future, we may attempt to increase our capital resources or, if our or Valley National Bank s capital ratios fall below the required
minimums, we or Valley National Bank could be forced to raise additional capital by making additional offerings of debt or preferred equity
securities, including medium-term notes, trust preferred securities, senior or subordinated notes and preferred stock. Upon liquidation, holders of
our debt securities and shares of preferred stock and lenders with respect to other borrowings will receive distributions of our available assets
prior to the holders of our common stock. Additional equity offerings may dilute the holdings of our existing shareholders or reduce the market
price of our common stock, or both. Holders of our common stock are not entitled to preemptive rights or other protections against dilution.

Allowance For Loan Losses May Be Insufficient.

Valley maintains an allowance for loan losses based on, among other things, national and regional economic conditions, historical loss
experience and delinquency trends. However, Valley cannot predict loan losses with certainty, and Valley cannot provide assurance that
charge-offs in future periods will not exceed the allowance for loan losses. If net charge-offs exceed Valley s allowance, its earnings would
decrease. In addition, regulatory
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agencies review Valley s allowance for loan losses and may require additions to the allowance based on their judgment about information
available to them at the time of their examination. Valley s management could also decide that the allowance for loan losses should be increased.
An increase in Valley s allowance for loan losses could reduce its earnings.

Loss of Lower-Cost Funding Sources.

Checking and savings, NOW, and money market deposit account balances and other forms of customer deposits can decrease when customers
perceive alternative investments, such as the stock market, as providing a better risk/return tradeoff. If customers move money out of bank
deposits and into other investments, Valley could lose a relatively low cost source of funds, increasing its funding costs and reducing Valley s net
interest income and net income.

Changes in Primary Market Areas Could Adversely Impact Results of Operations and Financial Condition.
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