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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, DC 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, 2008

OR

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 1-11277

VALLEY NATIONAL BANCORP

(Exact name of registrant as specified in its charter)
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New Jersey 22-2477875
(State or other jurisdiction of (LR.S. Employer
Incorporation or Organization) Identification Number)
1455 Valley Road
Wayne, NJ 07470
(Address of principal executive office) (Zip code)

973-305-8800

(Registrant s telephone number, including area code)

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 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. Yes x No ~

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

Large Accelerated Filer x Accelerated Filer ~
Non-accelerated Filer * (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes © No x

Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest practicable date.

Common Stock (no par value), of which 134,828,546 shares were outstanding as of August 6, 2008.
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PART1 FINANCIAL INFORMATION

Item 1. Financial Statements
VALLEY NATIONAL BANCORP

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION (Unaudited)

(in thousands, except for share data)

Assets

Cash and due from banks

Interest bearing deposits with banks

Federal funds sold

Investment securities:

Held to maturity, fair value of $605,708 at June 30, 2008 and $548,353 at December 31, 2007
Available for sale

Trading securities

Total investment securities

Loans held for sale, at fair value

Loans
Less: Allowance for loan losses

Net loans

Premises and equipment, net

Bank owned life insurance

Accrued interest receivable

Due from customers on acceptances outstanding
Goodwill

Other intangible assets, net

Other assets

Total Assets

Liabilities

Deposits:

Non-interest bearing

Interest bearing:

Savings, NOW and money market
Time

Total deposits

Short-term borrowings
Long-term borrowings (includes fair value of $41,359 for a Federal Home Loan Bank advance at
December 31, 2007)

Table of Contents

June 30,
2008

$ 277,208
9,473
36,300

651,156

1,864,696
67,457

2,583,309

4,162

9,044,095
(73,729)

8,970,366

235,645
279,758
54,699
5,574
179,735
22,003
329,486

$ 12,987,718

$ 1,973,667

3,463,390
2,935,346

8,372,403

432,560

2,949,152

December 31,
2007

$ 218,896
9,569
9,000

556,113

1,606,410
722,577

2,885,100

2,984

8,496,221
(72,664)

8,423,557

227,553
273,613
56,578
8,875
179,835
24,712
428,687

$ 12,748,959

$ 1,929,555

3,382,474
2,778,975

8,091,004

605,154

2,801,195
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Junior subordinated debentures issued to capital trust, at fair value 162,969
Bank acceptances outstanding 5,574
Accrued expenses and other liabilities 113,729
Total Liabilities 12,036,387

Shareholders Equity*
Preferred stock, no par value, authorized 30,000,000 shares; none issued
Common stock, no par value, authorized 190,886,088 shares; issued 128,493,557 shares at June 30, 2008 and

128,503,294 shares at December 31, 2007 45,287

Surplus 879,360

Retained earnings 125,906

Accumulated other comprehensive loss (37,435)
Treasury stock, at cost (2,517,682 common shares at June 30, 2008 and 2,659,220 common shares at

December 31, 2007) (61,787)
Total Shareholders Equity 951,331

Total Liabilities and Shareholders Equity $ 12,987,718

Share data reflects a five percent common stock dividend issued on May 23, 2008.
See accompanying notes to consolidated financial statements.
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163,233
8,875
130,438

11,799,899

43,185
879,892
104,225
(12,982)
(65,260)
949,060

$ 12,748,959
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VALLEY NATIONAL BANCORP

CONSOLIDATED STATEMENTS OF INCOME (Unaudited)

(in thousands, except for share data)

Interest Income

Interest and fees on loans

Interest and dividends on investment securities:

Taxable

Tax-exempt

Dividends

Interest on federal funds sold and other short-term investments

Total interest income

Interest Expense

Interest on deposits:

Savings, NOW, and money market
Time

Interest on short-term borrowings

Interest on long-term borrowings and junior subordinated debentures

Total interest expense

Net Interest Income
Provision for credit losses

Net Interest Income after Provision for Credit Losses

Non-Interest Income

Trust and investment services
Insurance premiums

Service charges on deposit accounts
(Losses) gains on securities transactions, net
Trading (losses) gains, net

Fees from loan servicing

Gains on sales of loans, net

Losses (gains) on sales of assets, net
Bank owned life insurance

Other

Total non-interest income

Non-Interest Expense

Salary expense

Employee benefit expense

Net occupancy and equipment expense
Amortization of other intangible assets
Professional and legal fees
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Three Months Ended
June 30,
2008 2007
134,613  $ 139,588
36,065 32,477
2,470 2,910
2,345 1,993
406 4,188
175,899 181,156
11,155 19,216
27,162 33,143
2,212 4,522
32,792 28,494
73,321 85,375
102,578 95,781
5,800 2,388
96,778 93,393
1,744 1,841
2,264 2,803
7,041 6,946
(958) 44
(301) (121)
1,195 1,394
391 2,691
8) 230
2,905 2,888
3,681 3,687
17,954 22,403
30,138 29,152
6,897 7,478
12,775 12,698
1,402 1,866
1,897 1,412

Six Months Ended
June 30,
2008 2007

270,242  $ 278,535
70,207 65,525
5,135 5,807
4,597 4,030
1,902 6,388
352,083 360,285
25,220 38,634
57,650 64,907
4,519 8,500
66,534 56,291
153,923 168,332
198,160 191,953
9,800 4,298
188,360 187,655
3,512 3,621
5,636 5,764
13,622 12,642
(813) 70
(3,492) 3,905
2,447 2,784
724 4,362
85 16,603
6,145 5,015
9,315 7,293
37,181 62,059
60,301 57,680
15,852 15,439
26,256 24,714
3,148 3,790
4,186 3,067
6
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Advertising 341 806 717 1,742
Other 10,509 10,179 20,977 19,972
Total non-interest expense 63,959 63,591 131,437 126,404
Income Before Income Taxes 50,773 52,205 94,104 123,310
Income tax expense 9,290 12,526 21,038 34,197
Net Income $ 41,483 $ 39,679 $ 73,066 $ 89,113

Earnings Per Common Share:*

Basic $ 033 $ 031 $ 058 $ 0.70
Diluted 0.33 0.31 0.58 0.70
Cash Dividends Declared Per Common Share* 0.20 0.20 0.40 0.40
Weighted Average Number of Common Shares Outstanding:*

Basic 125,954,880 126,305,781 125,923,025 126,619,527
Diluted 126,068,172 126,816,438 126,041,018 127,141,695

* Share data reflects a five percent common stock dividend issued on May 23, 2008.
See accompanying notes to consolidated financial statements.
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VALLEY NATIONAL BANCORP
CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)
(in thousands)

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization

Amortization of compensation costs pursuant to long-term stock incentive plans
Provision for credit losses

Net amortization of premiums and accretion of discounts on securities
Amortization of other intangible assets

Losses (gains) on securities transactions, net

Proceeds from sales of loans held for sale

Gains on loans held for sale, net

Origination of loans held for sale

Gains on sales of assets, net

Change in fair value of junior subordinated debentures and a Federal Home Loan Bank advance carried at fair

value

Net change in trading securities

Net increase in cash surrender value of bank owned life insurance
Net decrease (increase) in accrued interest receivable and other assets
Net (decrease) increase in accrued expenses and other liabilities

Net cash provided by operating activities

Cash flows from investing activities:

Proceeds from sales of investment securities available for sale

Proceeds from maturities, redemptions and prepayments of investment securities available for sale
Purchases of investment securities available for sale

Purchases of investment securities held to maturity

Proceeds from maturities, redemptions and prepayments of investment securities held to maturity
Net increase in loans made to customers

Purchases of bank owned life insurance

Proceeds from sales of assets

Purchases of assets

Net cash used in investing activities

Cash flows from financing activities:

Net increase (decrease) in deposits

Net (decrease) increase in short-term borrowings
Advances of long-term borrowings

Repayments of long-term borrowings
Redemption of junior subordinated debentures
Dividends paid to common shareholders
Purchases of common shares to treasury
Common stock issued, net of cancellations

Net cash provided by (used in) financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
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Six Months Ended
June 30,
2008 2007
$ 73,066 $ 89,113
7,407 8,280
3,271 2,564
9,800 4,298
(187) 251
3,148 3,790
813 (70)
35,246 270,318
(724) 4,362)
(35,700) (21,843)
(85) (16,603)
930 (1,321)
655,120 302,031
(6,145) (5,015)
120,612 (20,696)
(20,033) 11,372
846,539 622,107
7,545 28
377,782 79,886
(685,321) (390,433)
(179,153) (32,874)
84,169 54,491
(556,609) (111,551)
(75,000)
700 35,070
(16,114) (25,133)
(967,001) (465,516)
281,399 (155,182)
(172,594) 89,795
400,000 40,000
(253,237) (40,227)
(20,000)
(50,355) (49,527)
(28,528)
765 1,193
205,978 (162,476)
85,516 (5,885)
237,465 419,149
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Cash and cash equivalents at end of period $ 322,981 $ 413,264

Supplemental disclosure of cash flow information:

Cash paid during the period for interest on deposits and borrowings $ 155,187 $ 172,484
Cash paid during the period for federal and state income taxes 30,051 41,601
Non-cash items:*

Transfer of investment securities available for sale to trading securities $ 820,532
Transfer of investment securities held to maturity to trading securities 498,949
Transfer of loans to loans held for sale 254,356

* Classification of items changed due to Valley s election of the fair value option upon adoption of SFAS No. 159 at January 1, 2007.
See accompanying notes to consolidated financial statements.
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VALLEY NATIONAL BANCORP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
Note 1. Basis of Presentation

The unaudited consolidated financial statements include the accounts of Valley National Bancorp, a New Jersey corporation ( Valley ) and its
principal wholly-owned subsidiary, Valley National Bank ( VNB ), a national banking association. In the opinion of management, all adjustments
(which include only normal recurring adjustments) necessary to present fairly Valley s financial position, results of operations and cash flows at
June 30, 2008 and for all periods presented have been made. The results of operations for the three and six months ended June 30, 2008 are not
necessarily indicative of the results to be expected for the entire fiscal year.

The unaudited interim consolidated financial statements have been prepared in conformity with U.S. generally accepted accounting principles

( GAAP ) and industry practice. Certain information and footnote disclosure normally included in financial statements prepared in accordance
with GAAP and industry practice has been condensed or omitted pursuant to rules and regulations of the Securities and Exchange Commission.
These financial statements should be read in conjunction with the consolidated financial statements and notes thereto included in Valley s
December 31, 2007 audited financial statements filed on Form 10-K. Certain prior period amounts have been reclassified to conform to the
current presentation.

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions which affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as of the date of the financial statements, as well as
the reported amounts of income and expenses during the reported periods. Actual results could differ from those estimates.

On May 23, 2008, Valley issued a five percent common stock dividend to shareholders of record on May 9, 2008. All common share and per
common share data presented in the consolidated financial statements and the accompanying notes below were adjusted to reflect the dividend.

Note 2. Earnings Per Common Share

For Valley, the numerator of both the basic and diluted earnings per common share is net income. The weighted average number of common
shares outstanding used in the denominator for basic earnings per common share is increased by the effect of potentially dilutive common stock
equivalents, utilizing the treasury stock method, in order to determine the denominator used for diluted earnings per common share. For Valley,
common stock equivalents are common stock options outstanding.

The following table shows the calculation of both basic and diluted earnings per common share for the three and six months ended June 30, 2008
and 2007:

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
Net income (in thousands) $ 41,483 $ 39,679 $ 73,066 $ 89,113
Basic weighted-average number of common shares
outstanding 125,954,880 126,305,781 125,923,025 126,619,527
Plus: Common stock equivalents 113,292 510,657 117,993 522,168
Diluted weighted-average number of common shares
outstanding 126,068,172 126,816,438 126,041,018 127,141,695
Earnings per share:
Basic $ 0.33 $ 0.31 $ 0.58 $ 0.70
Diluted 0.33 0.31 0.58 0.70
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Common stock equivalents, in the table above, exclude common stock options with exercise prices that exceed the average market value during
the periods presented. Inclusion of these common stock options would be anti-dilutive to the diluted earnings per common share calculation.
Anti-dilutive common stock options totaled 2.7 million and 1.2 million for the three months ended June 30, 2008 and 2007, respectively, and
2.7 million and 449 thousand for the six months ended June 30, 2008 and 2007, respectively.

Note 3. Stock Based Compensation

Valley has one active employee stock option plan (the 1999 Long-Term Stock Incentive Plan ), which is shareholder approved, that was
established to help Valley retain and motivate officers and key employees. Under the 1999 Long-Term Stock Incentive Plan, Valley may award
shares to its employees for up to 6.9 million shares of common stock in the form of incentive stock options, stock appreciation rights and
restricted stock awards. The exercise price of each incentive stock option is equal to the fair market value of Valley s stock on the date of grant.
An option s maximum term is ten years and subject to a vesting schedule. At June 30, 2008, approximately 1.8 million shares remain available
for issuance under the plan.

Valley recorded stock-based employee compensation expense for incentive stock options and restricted stock awards of $1.1 million during both
the three months ended June 30, 2008 and 2007, and $3.2 million and $2.6 million for the six months ended June 30, 2008 and 2007,
respectively. As of June 30, 2008, the unrecognized amortization expense for all stock-based employee compensation totaled $10.1 million and
will be recognized over the remaining vesting period of approximately five years.

For stock options granted prior to November 1, 2005, Valley estimated the fair value of each option granted on the date of grant using the
Black-Scholes option-pricing model based on certain assumptions including dividend yield, stock volatility, risk free rate of return and the
expected term. For options granted on or after November 1, 2005, the fair value of each option granted on the date of grant is estimated using a
binomial option pricing model. The results are based on assumptions for dividend yield based on the annual dividend rate; stock volatility, based
on Valley s historical and implied stock price volatility; risk free interest rates, based on the U.S. Treasury constant maturity bonds with
remaining term approximating the expected term of the options; and expected exercise term calculated based on Valley s historical exercise
experience. The fair value of each option is recognized as compensation expense over the requisite service period of the award, usually the
option s stated vesting period.

Stock-based employee compensation cost under the fair value method was measured using the following weighted-average assumptions for
stock options granted during the six months ended June 30, 2008 and 2007:

2008 2007
Risk-free interest rate 34-51% 45-52%
Dividend yield 4.3 3.3
Volatility 21.0 20.0
Expected term (in years) 7.3 7.1

Note 4. Comprehensive Income

Valley s components of other comprehensive income (loss) include unrealized gains and losses on securities available for sale, unrealized gains
and losses on derivative financial instruments, and the unfunded portion of its various employee, officer and director pension plans, net of tax.

Table of Contents 12
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The following table shows each component of comprehensive income for the three and six months ended June 30, 2008 and 2007:

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
(in thousands)

Net income $ 41,483 $ 39,679 $ 73,066 $89,113
Other comprehensive (loss) income, net of tax:
Net change in unrealized gains and losses on securities available for sale (26,340) (10,414) (25,376) 5,941
Net change in prior service cost and net loss for pension plans 264 264
Net change in unrealized gains and losses on derivatives used in cash flow hedging
relationships 169 169
Less reclassification adjustment for gains and losses included in net income 577 27 490 44)
Other comprehensive (loss) income (25,330) (10,441) (24,453) 5,897
Total comprehensive income $ 16,153 $ 29,238 $ 48,613 $95,010

Note 5. Business Combinations and Dispositions

Business combinations are accounted for under the purchase method of accounting as prescribed by Statement of Financial Accounting

Standards (  SFAS ) No. 141, Business Combinations, as amended. Accordingly, the results of operations of the acquired companies have been
included in Valley s results of operations since the date of acquisition. Under this method of accounting, the purchase price is allocated to the
respective assets acquired and liabilities assumed based on their estimated fair values, net of applicable income tax effects. The excess cost over
fair value of net assets acquired is recorded as goodwill.

Dispositions

On March 31, 2008, Valley sold its wholly-owned broker-dealer subsidiary, Glen Rauch Securities, Inc., for $1.9 million, consisting of cash and
a note receivable. During the fourth quarter of 2007, Valley recorded a $2.3 million ($1.5 million after-taxes) goodwill impairment loss due to its
decision to sell the broker-dealer subsidiary. The transaction did not materially impact Valley s financial position or results of operation during
2008 and 2007, and has not been presented as discontinued operations on Valley s consolidated financial statements.

Subsequent Event

On July 1, 2008, Valley completed the acquisition of Greater Community Bancorp ( Greater Community ), the holding company of Greater
Community Bank, a commercial bank with approximately $1.0 billion in assets and 16 full-service branches in northern New Jersey. The
purchase price of $167.8 million was paid through a combination of Valley s common stock and warrants. Valley issued approximately

918 thousand warrants to purchase Valley s common stock at $19.01 per share which are exercisable beginning July 1, 2010 and expire on
June 30, 2015. The Valley warrants are publicly traded and listed on the NASDAQ Capital Market under the ticker symbol VLYWW.

The transaction is expected to generate approximately $117 million in goodwill and $9 million in core deposit intangibles subject to amortization
beginning July 1, 2008. Greater Community Bank was merged into VNB as of the acquisition date.

Table of Contents 13
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Note 6. Recent Accounting Pronouncements

In December 2007, the Financial Accounting Standards Board ( FASB ) issued SFAS No. 141 (Revised 2007), Business Combinations

( SFAS No. 141R ), which replaces SFAS No. 141, Business Combinations, and applies to all transactions and other events in which one entity
obtains control over one or more other businesses. SFAS No. 141R requires an acquirer, upon initially obtaining control of another entity, to
recognize the assets, liabilities and any non-controlling interest in the acquiree at fair value as of the acquisition date. Contingent consideration is
required to be recognized and measured at fair value on the date of acquisition rather than at a later date when the amount of that consideration
may be determinable beyond a reasonable doubt. This fair value approach replaces the cost-allocation process required under SFAS No. 141
whereby the cost of an acquisition was allocated to the individual assets acquired and liabilities assumed based on their estimated fair value.

SFAS No. 141R requires acquirers to expense acquisition-related costs as incurred rather than allocating such costs to the assets acquired and
liabilities assumed, as was previously the case under SFAS No. 141. Under SFAS No. 141R, the requirements of SFAS No. 146, Accounting for
Costs Associated with Exit or Disposal Activities, would have to be met in order to accrue for a restructuring plan in purchase accounting.
Pre-acquisition contingencies are to be recognized at fair value, unless it is a non-contractual contingency that is not likely to materialize, in

which case, nothing should be recognized in purchase accounting and, instead, that contingency would be subject to the probable and estimable
recognition criteria of SFAS No. 5, Accounting for Contingencies. SFAS No. 141R is effective for all business combinations closing on or after
January 1, 2009 and could have a significant impact on Valley s accounting for business combinations on or after such date.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements, an Amendment of ARB
Statement No. 51. This standard amends the guidance in Accounting Research Bulletin (ARB) No. 51, Consolidated Financial Statements. The
new standard establishes accounting and reporting standards for the non-controlling interest in a subsidiary and for the deconsolidation of a
subsidiary. SFAS No. 160 clarifies that a non-controlling interest in a subsidiary, which is sometimes referred to as minority interest, is an
ownership interest in the consolidated entity that should be reported as a component of equity in the consolidated financial statements. Among
other requirements, SFAS No. 160 requires consolidated net income to be reported at amounts that include the amounts attributable to both the
parent and the non-controlling interest. It also requires disclosure, on the face of the consolidated income statement, of the amounts of
consolidated net income attributable to the parent and to the non-controlling interest. SFAS No. 160 is effective on January 1, 2009 and is not
expected to have a significant impact on Valley s statement of condition or results of operations.

In March 2008, the FASB issued SFAS No. 161, Disclosure about Derivative Instruments and Hedging activities, an Amendment of FASB
Statement No. 133. The new standard establishes enhanced disclosure requirements about (a) how and why an entity uses derivative instruments;
(b) how derivative instruments and related hedged items are accounted for under Statement 133 and its related interpretations; and (c) how
derivative instruments and related hedged items affect an entity s financial position, financial performance, and cash flows. SFAS No. 161 is
effective for Valley on January 1, 2009 and is not expected to have a significant impact on Valley s financial statements.

In May 2008, the FASB issued SFAS No. 162, The Hierarchy of Generally Accepted Accounting Principles. SFAS No. 162 identifies the
sources of accounting principles and the framework for selecting the principles to be used in the preparation of financial statements of
nongovernmental entities that are presented in conformity with GAAP in the United States (the GAAP hierarchy). The hierarchical guidance
provided by SFAS No. 162 did not have a significant impact on Valley s financial statements.

Effective January 1, 2008, Valley adopted the provisions of the Emerging Issues Task Force ( EITF ) Issue No. 06-11, Accounting for Income
Tax Benefits of Dividends on Share-Based Payment Awards. EITF 06-11 states that a realized income tax benefit from dividends or dividend
equivalents that are charged to retained earnings and are paid to employees for equity classified unvested equity shares, unvested equity share
units, and outstanding equity share options should be recognized as an increase in additional paid-in capital. The amount recognized in
additional paid-in capital for the realized income tax benefit from dividends on those awards
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should be included in the pool of excess tax benefits available to absorb potential future tax deficiencies on share-based payment awards.
Valley s adoption of EITF 06-11 did not have a material impact on its statement of condition or results of operations.

In November 2007, the Securities and Exchange Commission ( SEC ) issued SEC Staff Accounting Bulletin ( SAB ) No. 109, Written Loan
Commitments Recorded at Fair Value Through Earnings. SAB No. 109 supersedes SAB No. 105, Application of Accounting Principles to Loan
Commitments, and indicates that the expected net future cash flows related to the associated servicing of the loan should be included in the
measurement of all written loan commitments that are accounted for at fair value through earnings. The guidance in SAB No. 109 is applied on a
prospective basis to derivative loan commitments issued or modified in fiscal quarters beginning after December 15, 2007. Valley s adoption of
SAB No. 109 did not have a material impact on its financial statements.

Note 7. Fair Value Measurement of Assets and Liabilities

Effective January 1, 2007, Valley adopted SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities, and SFAS
No. 157, Fair Value Measurements. SFAS No. 159, which was issued in February 2007, generally permits the measurement of selected eligible
financial instruments at fair value at specified election dates.

Management believes Valley s adoption of SFAS No. 159 for certain financial instruments provides the users of its financial statements with
transparent and relevant financial information that provides better insight into Valley s risk management activities. Traditionally, risk
management activities conducted by management, including divesture of certain financial instruments and application of hedging strategies,

have been viewed and judged by the users of Valley s financial statements based on historical cost data, although management s actions are based
on the same data at fair value. Application of SFAS No. 159 and its disclosure requirements for financial instruments elected to be carried at fair
value expands the transparency of risk management activities and eliminates or reduces the obstacles presented by complex accounting standards
related to hedging investment securities and other financial instruments.

SFAS No. 157 establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy
gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (level 1 measurements) and the lowest
priority to unobservable inputs (level 3 measurements). The three levels of the fair value hierarchy under SFAS No. 157 are described below:

Basis of Fair Value Measurement

Level 1  Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, unrestricted assets or
liabilities;

Level 2 Quoted prices in markets that are not active, or inputs that are observable either directly or indirectly, for substantially the
full term of the asset or liability;

Level 3  Prices or valuation techniques that require inputs that are both significant to the fair value measurement and unobservable
(i.e., supported by little or no market activity).
The following table presents the assets and liabilities that are measured at fair value on a recurring basis by level within the fair value hierarchy
as reported on the consolidated statements of financial condition at June 30, 2008. As required by SFAS No. 157, financial assets and liabilities
are classified in their entirety based on the lowest level of input that is significant to the fair value measurement.

10
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Fair Value Measurements at Reporting Date Using:
Quoted Prices

in Actlvfe0 llfflarkets Significant Significant
Identical Other Unobservable
June 30, Assets Observable Inputs Inputs
2008 (Level 1) (Level 2) (Level 3)
(in thousands)
Assets:
Investment securities:
Available for sale $ 1,864,696 $ 80,642 $ 1,784,054 $
Trading securities 67,457 67,457
Loans held for sale (1) 4,162 4,162
Other assets (2) 6,340 6,340
Total assets $ 1,942,655 $ 80,642 $ 1,862,013 $
Liabilities:
Junior subordinated debentures issued to capital
trusts (3) $ 162,969 $ $ 162,969 $
Other liabilities (2) 440 440
Total liabilities $ 163,409 $ $ 163,409 $

(1)  The loans held for sale had contractual unpaid principal balances totaling approximately $4.2 million at June 30, 2008.
(2) Derivative financial instruments are included in this category.

(3) The junior subordinated debentures had contractual unpaid principal obligations totaling $164.9 million at June 30, 2008.
SFAS No. 159 Fair Value Elections

Loans held for sale. Subsequent to March 31, 2007, Valley elected the fair value measurement option for all newly originated mortgage loans
held for sale as part of its current asset/liability management strategies. Management continues to fair value and sell most of its 15-year fixed
rate conforming loans as part of its plan to manage interest rate risk. Dependent upon the time elapsed since the origination of each loan held for
sale, non-performance risk and changes therein are addressed in the estimate of fair value for each loan based upon delinquency data provided to
both Fannie Mae and Freddie Mac for market pricing and changes in market credit spreads. For the three and six months ended June 30, 2008
and 2007, non-performance risk was deemed immaterial to the gains on the change of fair value recognized for mortgage loans based on the
short duration these assets were held, and the high credit quality of these loans.

Junior subordinated debentures issued to capital trust. Management has designated the fair value option for Valley s junior subordinated
debentures with a total principal balance of $164.9 million at an annual interest rate of 7.75 percent and an estimated remaining duration in
excess of 10 years. In determining if the fair value measurement option was appropriate for the debentures, management reviewed the
unamortized premium, interest rate, expected duration, origination date, maturity date and call date. Management believes that fair value
measurement of instruments with such call features provides the users of Valley s financial statements with a clearer view of the impact of
current market conditions on the value of the debt. Such information is used by management in its asset/liability management process to evaluate
actions with respect to these instruments. Valley s potential credit risk and changes in such risk did not materially impact the fair value
measurement of the junior subordinated debentures during the three and six months ended June 30, 2008 and 2007. See Note 12 for additional
information on the junior subordinated debentures issued to capital trust.

Interest income and expense and dividend income are recorded within the consolidated statements of income depending on the nature of the
instrument using the effective interest method based on acquired discount or premium.

Valley s significant accounting policies presented in Note 1 to the consolidated financial statements included in Valley s Annual Report on Form
10-K for the year ended December 31, 2007 require certain assets, including goodwill, certain impaired loans, loan servicing rights, core
deposits, other intangible assets and other long-lived
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assets, such as other real estate owned, to be reduced to their fair value on a nonrecurring basis through recognition of an impairment charge to
the consolidated statements of income. There were no material impairment charges incurred on these assets during the three and six months
ended June 30, 2008 and 2007.

The following table presents the amount of gains and losses from fair value changes included in non-interest income for financial assets and
liabilities carried at fair value for the three and six months ended June 30, 2008 and 2007:

Gains (Losses) on Change in Fair Value

Reported in Reported in Three Months Ended Six Months Ended
June 30, June 30,
Consolidated Statements Consolidated Statements
of Condition at: of Income at: 2008 2007 2008 2007
(in thousands)

Assets:
Available for sale securities (Losses) gains on securities transactions, net (1) $(1,383) $ $(1,737) $
Trading securities Trading (losses) gains, net (2,158) (2,845) (2,562) 2,583
Loans held for sale Gains on sales of loans, net (2) 391 2,691 724 4,362
Liabilities:
Long-term borrowings (3) Trading (losses) gains, net (4) (122) 340 (1,194) 340
Junior subordinated debentures issued to
capital trusts Trading (losses) gains, net 1,979 2,384 264 982

$(1,293) $ 2,570 $(4,505) $8,267

(1) These losses represent other-than-temporary impairment charges on available for sale securities which were recognized within the (losses)
gains on securities transactions, net category on the consolidated statements of income.

(2) For six months ended June 30, 2007, the gains on change in fair value of loans held for sale presented exclude net gains of $407 thousand
on loans held for sale that were carried at their contractual principal balance during the first quarter of 2007 (i.e., loans excluded from the
adoption of SFAS No. 159). At June 30, 2008, all loans held for sale were carried at fair value.

(3) During the second quarter of 2008, Valley prepaid one fixed rate Federal Home Loan Bank advance elected to be carried at fair value
under SFAS No. 159 which had a $40.0 million contractual principal obligation. No long-term borrowings were carried at fair value at
June 30, 2008.

(4) For six months ended June 30, 2007, the gains on change in fair value of long-term borrowings excludes $276 thousand in prepayment
gains for Valley s early redemption of two fixed rate Federal Home Loan Bank advances carried at fair value during the first quarter of
2007. The prepayment gains were recognized as a reduction in interest on long-term borrowings for the six months ended June 30, 2007.

Note 8. Investment Securities

The amortized cost, gross unrealized gains and losses and fair value of securities held to maturity at June 30, 2008 and December 31, 2007 were
as follows:

INVESTMENT SECURITIES HELD TO MATURITY

June 30, 2008 December 31, 2007
Gross Gross Gross Gross
Amortized Unrealized Unrealized Fair Amortized Unrealized Unrealized Fair
Cost Gains Losses Value Cost Gains Losses Value

(in thousands)
U.S. Treasury securities and other government

agencies $ 24957 $ $ (139) $ 24818 $ $ $ $
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Obligations of states and political subdivisions
Mortgage-backed securities
Corporate and other debt securities

Total investment securities held to maturity
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209,164 1,386 (982) 209,568
73,412 67 (1,866) 71,613
343,623 673  (44,587) 299,709

$651,156 $ 2,126 $ (47,574) $ 605,708

12

230,201 2,159 (150) 232,210
52,073 14 (823) 51,264
273,839 2,124  (11,084) 264,879

$556,113 $ 4,297 $ (12,057) $548,353
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The unrealized losses on investment securities held to maturity are primarily due to changes in interest rates (including, in certain cases, changes
in credit spreads). The total number of security positions in the securities held to maturity portfolio in an unrealized loss position at June 30,
2008 was 138 compared to 67 at December 31, 2007. The unrealized losses reported on obligations of states and political subdivisions all relate
to securities with investment grade ratings and are believed by management to have been caused not by credit risk, but changes in interest rates,
and the losses reported for mortgage-backed securities relate primarily to securities issued by Fannie Mae and private institutions, while
unrealized losses reported in corporate and other debt securities mainly consist of single issuer bank trust preferred securities. Management does
not believe that any individual unrealized loss as of June 30, 2008 represents an other-than-temporary impairment as management attributes the
declines in value to changes in interest rates, not credit quality or other factors. Valley has the intent and ability to hold the securities contained
in the table above until maturity.

The amortized cost, gross unrealized gains and losses and fair value of investment securities available for sale at June 30, 2008 and
December 31, 2007 were as follows:

INVESTMENT SECURITIES AVAILABLE FOR SALE

June 30, 2008 December 31, 2007
Gross Gross Gross Gross
Amortized Unrealized Unrealized Amortized Unrealized Unrealized
Cost Gains Losses Fair Value Cost Gains Losses Fair Value

(in thousands)
U.S. Treasury securities and other

government agencies $ 125264 $ 594 $ (1,305) $ 124,553 $ 330,312 $ 1,112 $ (205) $ 331,219
Obligations of states and political

subdivisions 39,426 822 (10) 40,238 42,840 992 4) 43,828
Mortgage-backed securities 1,561,038 4,797 (27,471) 1,538,364 1,049,012 7,711 (7,127) 1,049,596
Corporate and other debt securities 91,542 174 (16,042) 75,674 88,266 1,009 (3,987) 85,288
Equity securities 89,869 208 (4,210) 85,867 97,401 554 (1,476) 96,479

Total investment securities
available for sale $1,907,139 $ 6,595 $ (49,038) $ 1,864,696 $1,607,831 $ 11,378 $ (12,799) $ 1,606,410

The total number of security positions in the securities available for sale portfolio in an unrealized loss position at June 30, 2008 was 184
compared to 168 at December 31, 2007. The unrealized losses for U.S. Treasury securities and other government agencies are on notes issued by
Fannie Mae and Freddie Mac and the unrealized losses reported on mortgage-backed securities relate primarily to securities issued by Fannie
Mae, Freddie Mac and private institutions. The unrealized losses for corporate and other debt securities relate mainly to single issuer bank trust
preferred securities. The unrealized losses for equity securities are mainly comprised of preferred stock issued by Freddie Mac and Fannie Mae
and common stock issued by various financial institutions. Management does not believe that any individual unrealized loss as of June 30, 2008
represents an other-than-temporary impairment as management attributes the declines in value to changes in interest rates and recent market
volatility, not credit quality or other factors. Valley has the intent and ability to hold these investment securities until market price recovery or
maturity.

For the three and six months ended June 30, 2008, Valley recognized other-than-temporary impairment charges of $1.4 million and $1.7 million,
respectively, on securities classified as available for sale. For the six month period, the impairment charges relate to two Freddie Mac investment
grade perpetual preferred securities and four financial institution common stocks. These impairment losses relate to equity securities in which
management believes their market prices will not recover in the near term due to current market conditions and other factors.
Other-than-temporary impairment is a non-cash charge and not necessarily an indicator of a permanent decline in value. These securities
continue to pay dividends and their valuations could normalize to their original cost basis over the course of future market cycles. There were no
impairment losses recorded for the three or six months ended June 30, 2007.

Corporate and other debt securities within the investment securities held to maturity and available for sale tables above include two and one
pooled trust preferred securities, respectively, principally issued by banks, with a combined amortized cost of $27.0 million and a fair value of
$17.7 million at June 30, 2008. These securities are performing in accordance with contractual terms and Valley has the ability and intent to hold
these
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securities until maturity. At June 30, 2008, one pooled bank trust preferred security classified as available for sale with an amortized cost of
$18.0 million had an investment grade rating of AAA and two pooled bank trust preferred securities classified as held to maturity with an
amortized cost of $9.0 million had an investment grade rating of A. The Moody s rating agency has recently placed the two securities with an
investment rating of A on negative credit watch while they evaluate the current rating for possible downgrade. At June 30, 2008, no
other-than-temporary impairment was recorded for these securities, as each of the three securities had projected cash flows in excess of their

future contractual principal and interest payments.

The fair values of trading securities at June 30, 2008 and December 31, 2007 were as follows:

U.S. Treasury securities and other government agencies

Obligations of states and political subdivisions
Mortgage-backed securities
Corporate and other debt securities

Total trading securities

TRADING SECURITIES

June 30, December 31,
2008 2007
(in thousands)
$ 24,903 $ 224945
2,803
28,959
42,554 465,870

$67.457 $ 722,577

Interest income on trading securities totaled $2.3 million and $14.3 million for the three months ended June 30, 2008 and 2007, respectively, and
$6.4 million and $30.8 million for the six months ended June 30, 2008 and 2007, respectively.

Note 9. Goodwill and Other Intangible Assets

The changes in the carrying amount of goodwill as allocated to Valley s business segments, or reporting units thereof, for goodwill impairment

analysis were:

Balance at December 31, 2006
Goodwill from business combinations
Goodwill impairment

Balance at December 31, 2007
Goodwill related to bank subsidiary sold

Balance at June 30, 2008

Business Segment / Reporting Unit *:

Wealth Consumer Commercial Investment
Management  Lending Lending Management
($ in thousands)
$19,854 $ 54,537 $ 57,020 $ 50,086
648

(2,310)

18,192 54,537 57,020 50,086
(100)

$ 18,092 $ 54537 $ 57,020 $ 50,086

Total

$ 181,497
648
(2,310)

179,835
(100)

$ 179,735

* Valley s Wealth Management Division is comprised of trust, broker-dealer, asset management, and insurance services. This reporting unit is
included in the Consumer Lending segment for financial reporting purposes.
During the fourth quarter of 2007, Valley recorded a $2.3 million goodwill impairment charge due to its decision to sell its broker-dealer
subsidiary, Glen Rauch Securities, Inc. On March 31, 2008, Valley sold the broker-dealer subsidiary resulting in $100 thousand reduction in
goodwill during the first quarter of 2008. No impairment losses on goodwill were incurred in the three or six months ended June 30, 2008 and

2007.
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The following table summarizes other intangible assets as of June 30, 2008 and December 31, 2007:

Gross Net
Intangible Accumulated Intangible
Assets Amortization Assets
(in thousands)
June 30, 2008
Loan servicing rights $ 68,801 $ (57,972 $ 10,829
Core deposits 30,701 (21,175) 9,526
Other 5,792 (4,144) 1,648
Total other intangible assets $ 105,294 $  (83,291) $ 22,003
December 31, 2007
Loan servicing rights $ 68,827 $  (56,636) $ 12,191
Core deposits 30,701 (19,977) 10,724
Other 6,395 (4,598) 1,797
Total other intangible assets $ 105,923 $ (81,211) $ 24,712

Loan servicing rights are amortized using the amortization method permitted under SFAS No. 156, Accounting for Servicing of Financial Assets
- An Amendment of FASB Statement No. 140. Under this method, Valley amortizes the loan servicing assets in proportion to and over the
period of estimated net servicing revenues. On a quarterly basis, Valley assesses the loan servicing asset by stratum for impairment based on fair
value at each reporting date. At each reporting date, if the book value of a loan servicing stratum exceeds its fair value, an impairment charge is
charged to earnings for the amount of the book value over fair value and a valuation allowance is established. For the three and six months ended
June 30, 2008, Valley recognized a valuation allowance recovery of $90 thousand and an impairment charge of $126 thousand, respectively.

Loan servicing rights had a valuation allowance totaling $126 thousand at June 30, 2008. No impairment or valuation allowance was recorded

for the loan servicing rights during the three or six months ended June 30, 2007.

Core deposits are amortized using an accelerated method and have a weighted average amortization period of 11 years. The Other category
consists of customer lists and covenants not to compete. Customer lists and covenants not to compete are amortized over their expected life
using a straight line method and have a weighted average amortization period of 13 years. Valley recognized amortization expense on other
intangible assets of $3.1 million and $3.8 million for the six months ended June 30, 2008 and 2007, respectively.

The following presents the estimated future amortization expense of other intangible assets:

Loan

Servicing Core
Rights Deposits Other
(in thousands)

2008 $ 1,578 $ 1,105 $ 135
2009 2,590 2,013 267
2010 1,969 1,738 266
2011 1,500 1,464 234
2012 1,026 1,190 217
Thereafter 2,166 2,016 529
Total $10,829 $ 9,526 $1,648
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Note 10. Pension Plan

VNB has a non-contributory defined benefit plan ( qualified plan ) covering substantially all of its employees. The benefits are based upon years
of credited service and the employee s highest average compensation as defined. It is VNB s funding policy to contribute annually an amount that
can be deducted for federal income tax purposes. Additionally, VNB has a supplemental non-qualified, non-funded retirement plan

( non-qualified plan ) which is designed to supplement the pension plan for key officers.

On December 31, 2006, Valley adopted the provisions of SFAS No. 158, Employers Accounting for Defined Benefit Pension and Other
Postretirement Plans - An Amendment of SFAS No. 87, 88, 106, and 132R. This standard requires an employer to: (a) recognize in its statement
of financial position an asset for a plan s overfunded status or a liability for a plan s underfunded status; (b) measure a plan s assets and its
obligations that determine its funded status as of the end of the employer s fiscal year; and (c) recognize changes in the funded status of a defined
benefit postretirement plan in the year in which the changes occur. Those changes are reported in comprehensive income.

The following table sets forth the components of net periodic pension expense related to the pension plans for the three and six months ended
June 30, 2008 and 2007:

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
(in thousands)
Service cost $ 1,212 $ 1,158 $ 2,441 $ 2,316
Interest cost 1,187 1,094 2,374 2,188
Expected return on plan assets (1,474) (1,342) (2,948) (2,684)
Amortization of prior service cost 136 136 273 273
Amortization of net loss 91 66 181 131
Net periodic pension expense $ 1,152 $ 1,112 $ 2,321 $ 2224

Valley expects to contribute approximately $5.0 million to the qualified plan during the remainder of 2008 based on actuarial assumptions.
Note 11. Guarantees

Guarantees that have been entered into by Valley include standby letters of credit of $194.9 million as of June 30, 2008. Standby letters of credit
represent the guarantee by Valley of the obligations or performance of a customer in the event the customer is unable to meet or perform its
obligations to a third party. Of the total standby letters of credit at June 30, 2008, $108.6 million, or 55.7 percent are secured and, in the event of
non performance by the customer, Valley has rights to the underlying collateral, which includes commercial real estate, business assets (physical
plant or property, inventory or receivables), marketable securities and cash in the form of bank savings accounts and certificates of deposit.
Valley had a $768 thousand liability recorded as of June 30, 2008 relating to the standby letters of credit.

Note 12. Junior Subordinated Debentures Issued To Capital Trust

In November 2001, Valley established VNB Capital Trust I ( Trust ), a Delaware statutory business trust, for the sole purpose of issuing trust
preferred securities and related trust common securities. The proceeds from such issuances were used by the Trust to purchase an equivalent
amount of junior subordinated debentures issued by Valley. The junior subordinated debentures, which are the sole assets of the Trust, are
unsecured obligations of Valley, and are subordinate and junior in right of payment to all present and future senior and subordinated
indebtedness and certain other financial obligations of Valley. Valley wholly owns all of the common securities of the Trust.
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On January 1, 2007, Valley elected to measure the junior subordinated debentures issued to the Trust at fair value in accordance with SFAS

No. 159. For the three months ended June 30, 2008 and 2007, net trading losses (gains) include gains of $2.0 million and $2.4 million,
respectively, and for the six months ended June 30, 2008 and 2007, net trading losses (gains) include gains of $264 thousand and $982 thousand,
respectively, for the changes in fair value of the junior subordinated debentures issued to the Trust.

The table below summarizes the outstanding junior subordinated debentures and the related trust preferred securities issued by the Trust as of
June 30, 2008 and December 31, 2007:

VNB Capital Trust I

June 30, December 31,
2008 2007
($ in thousands)

Junior Subordinated Debentures:
Carrying value $ 162,969 $ 163,233
Contractual principal balance $ 164,948 $ 164,948
Annual interest rate 7.75% 7.75%
Stated maturity date: December 15, 2031
Initial Call date: November 7, 2006
Trust Preferred Securities:
Face value $ 160,000 $ 160,000
Annual distribution rate 7.75% 7.75%

Issuance date: November 2001
Distribution dates *: Quarterly

*All cash distributions are cumulative.

The trust preferred securities are subject to mandatory redemption, in whole or in part, upon repayment of the junior subordinated debentures at
the stated maturity date or upon an earlier call date for redemption at par. Valley s Board of Directors has granted management authorization to
call, from time to time, all or part of the remaining junior subordinated debentures for redemption prior to their stated maturity date of
December 15, 2031.

The Trust s ability to pay amounts due on the trust preferred securities is solely dependent upon Valley making payments on the related junior
subordinated debentures. Valley s obligation under the junior subordinated debentures and other relevant trust agreements, in aggregate,
constitutes a full and unconditional guarantee by Valley of the Trust s obligations under the trust preferred securities issued. Valley has the right
to defer payment of interest on the debentures and, therefore, distributions on the trust preferred securities, for up to five years, but not beyond
the stated maturity date in the table above.

The trust preferred securities described above are included in Valley s consolidated Tier 1 capital and total capital at June 30, 2008 and
December 31, 2007. In March 2005, the Board of Governors of the Federal Reserve System issued a final rule allowing bank holding companies
to continue to include qualifying trust preferred capital securities in their Tier 1 capital for regulatory capital purposes, subject to a 25%
limitation to all core (Tier 1) capital elements, net of goodwill less any associated deferred tax liability. The amount of trust preferred securities
and certain other elements in excess of the limit could be included in total capital, subject to restrictions. The final rule provides a five-year
transition period, ending March 31, 2009, for application of the aforementioned quantitative limitation. As of June 30, 2008 and December 31,
2007, 100% of the trust preferred securities qualified as Tier I capital under the final rule adopted in March 2005.
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Note 13. Derivative Instruments and Hedging Activities
Fair Value Hedge

During the fourth quarter of 2005, Valley entered into a $9.7 million amortizing notional interest rate swap to hedge changes in the fair value of
a fixed rate loan that it made to a commercial borrower. Valley has designated the interest rate swap as a fair value hedge according to SFAS
No. 133, Accounting for Derivative Instruments and Hedging Activities. The changes in the fair value of the interest rate swap are recorded
through earnings and are offset by the changes in fair value of the hedged fixed rate loan. As of June 30, 2008 and December 31, 2007, the
interest rate swap had a fair value of $440 thousand and $424 thousand, respectively, included in other liabilities on the consolidated statements
of financial condition. No material hedge ineffectiveness existed on the interest rate swap during the three and six months ended June 30, 2008
and 2007.

Cash Flow Hedge

On April 30, 2008, Valley purchased two interest rate caps designated as cash flow hedges to protect against movements in interest rates above
the caps strike rate. The interest rate caps have an aggregate notional amount of $100.0 million, strike rates of 2.50 percent and 2.75 percent, and
a maturity date of May 1, 2013. The caps are used to hedge the variable cash flows associated with customer repurchase agreements (included in
short-term borrowings) and money market deposit accounts that have variable interest rates based on an effective federal funds rate less 25 basis
points.

At June 30, 2008, the interest rate caps had a combined fair value of $6.3 million included in other assets. For the three and six months ended
June 30, 2008, other comprehensive income includes a $173 thousand change in net unrealized gains on the cash flow hedges, net of taxes.
Amounts reported in accumulated other comprehensive income related to the interest rate caps are reclassified to interest expense as interest
payments are made on the hedged variable interest rate liabilities. For the three and six months ended June 30, 2008, the change in net unrealized
gains on the cash flow hedges reflect a reclassification of approximately $7 thousand from accumulated other comprehensive income to interest
expense.

For the three and six months ended June 30, 2008, Valley recognized a loss of less than $1 thousand in other expense for hedge ineffectiveness
on the interest rate caps.

Note 14. Income Taxes

Income tax expense was $9.3 million for the second quarter of 2008 compared with $12.5 million for the second quarter of 2007, reflecting
effective tax rates of 18.3 percent and 24.0 percent, respectively. The decrease was primarily due to a reduction in Valley s deferred tax asset
valuation allowance of $6.5 million during the second quarter of 2008 resulting from a tax planning strategy allowing the use of certain capital
loss carryforwards, partially offset by increased state taxes caused by tax law changes in the State of New York during 2008.

Income tax expense was $21.0 million for the six months ended June 30, 2008 compared with $34.2 million for the same period in 2007,
reflecting effective tax rates of 22.4 percent and 27.7 percent, respectively. The decrease was mainly due to the higher 2007 marginal tax rates
attributable to a gain on the sale of a Manhattan office building, a $6.5 million reduction in Valley s deferred tax asset valuation allowance in
2008 and a decline in pre-tax income compared to the 2007 period, partially offset by increased state taxes caused by tax law changes in the
State of New York during 2008.

Note 15. Business Segments

The information under the caption Business Segments in Management s Discussion and Analysis is incorporated herein by reference.
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Item 2. Management s Discussion and Analysis ( MD&A ) of Financial Condition and Results of Operations

The following MD&A should be read in conjunction with the consolidated financial statements and notes thereto appearing elsewhere in this
report. The MD&A contains supplemental financial information, described in the sections that follow, which has been determined by methods
other than U.S. generally accepted accounting principles ( GAAP ) that management uses in its analysis of Valley s performance. Valley s
management believes these non-GAAP financial measures provide information useful to investors in understanding the underlying operational
performance of Valley, its business and performance trends and facilitates comparisons with the performance of others in the financial services
industry. These non-GAAP financial measures should not be considered in isolation or as a substitute for or superior to financial measures
calculated in accordance with GAAP.

Cautionary Statement Concerning Forward-Looking Statements

This Quarterly Report on Form 10-Q, both in the MD&A and elsewhere, contains forward-looking statements within the meaning of the Private

Securities Litigation Reform Act of 1995. Such statements are not historical facts and include expressions about management s confidence and

strategies and management s expectations about new and existing programs and products, acquisitions, relationships, opportunities, taxation,

technology, market conditions and economic expectations. These statements may be identified by such forward-looking terminology as expect,
anticipate, look, view, opportunities, allow, continues, reflects, believe, may, should, will, estimates or similar statemer

terms. Such forward-looking statements involve certain risks and uncertainties. Actual results may differ materially from such forward-looking

statements. Valley assumes no obligation for updating any such forward-looking statement at any time. Factors that may cause actual results to

differ materially from those contemplated by such forward-looking statements include, but are not limited to:

Unanticipated changes in the financial markets and the resulting unanticipated effects on financial instruments in Valley s investment
portfolio;

unanticipated changes in the direction of interest rates;

volatility in earnings due to certain financial assets and liabilities held at fair value;

the occurrence of an other-than-temporary impairment to investment securities classified as available for sale or held to maturity;

stronger than anticipated competition from banks, other financial institutions and other companies;

changes in loan, investment and mortgage prepayment assumptions;

insufficient allowance for credit losses;

a higher level of net loan charge-offs and delinquencies than anticipated;

the inability to realize expected cost savings and synergies from the acquisition of Greater Community in the amounts and timeframe
anticipated;

material adverse changes in Valley s operations or earnings;
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unanticipated difficulties relating to the systems integration of Greater Community;

the inability to retain Greater Community s customers or employees;

a decline in the economy in Valley s primary market areas, mainly in New Jersey and New York;

changes in relationships with major customers;

changes in effective income tax rates;

higher or lower cash flow levels than anticipated;

inability to hire or retain qualified employees;
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a decline in the levels of deposits or loss of alternate funding sources;

a decrease in loan origination volume;

a change in legal and regulatory barriers including issues related to compliance with anti-money laundering ( AML ) and bank secrecy
act ( BSA ) laws;

adoption, interpretation and implementation of new or pre-existing accounting pronouncements;

the development of new tax strategies or the disallowance of prior tax strategies;

operational risks, including the risk of fraud by employees or outsiders and unanticipated litigation pertaining to Valley s fiduciary
responsibility; and

the inability to successfully implement new lines of business or new products and services.
Critical Accounting Policies and Estimates

The accounting and reporting policies followed by Valley conform, in all material respects, to GAAP. In preparing the consolidated financial
statements, management has made estimates, judgments and assumptions that affect the reported amounts of assets and liabilities as of the date
of the consolidated statements of condition and results of operations for the periods indicated. Actual results could differ significantly from those
estimates.

Valley s accounting policies are fundamental to understanding management s discussion and analysis of financial condition and results of
operations. The most significant accounting policies followed by Valley are presented in Note 1 to the consolidated financial statements included
in Valley s Annual Report on Form 10-K for the year ended December 31, 2007. Valley has identified its policies on the allowance for loan
losses, goodwill and other intangible assets, and income taxes to be critical because management has to make subjective and/or complex
judgments about matters that are inherently uncertain and could be most subject to revision as new information becomes available. Management
has reviewed the application of these policies with the Audit and Risk Committee of Valley s Board of Directors.

Allowance for Loan Losses. The allowance for loan losses represents management s estimate of probable loan losses inherent in the loan
portfolio and is the largest component of the allowance for credit losses which also includes management s estimated reserve for unfunded
commercial letters of credit. Determining the amount of the allowance for loan losses is considered a critical accounting estimate because it
requires significant judgment and the use of estimates related to the amount and timing of expected future cash flows on impaired loans,
estimated losses on pools of homogeneous loans based on historical loss experience, and consideration of current economic trends and
conditions, all of which may be susceptible to significant change. The loan portfolio also represents the largest asset type on the consolidated
statement of financial condition. Note 1 of the consolidated financial statements included in Valley s Annual Report on Form 10-K for the year
ended December 31, 2007 describes the methodology used to determine the allowance for loan losses and a discussion of the factors driving
changes in the amount of the allowance for credit losses is included in this MD&A.

The allowance for loan losses consists of four elements: (1) specific reserves for individually impaired credits, (2) reserves for classified, or
higher risk rated, loans, (3) reserves for non-classified loans based on historical loss factors, and (4) reserves based on general economic
conditions and other qualitative risk factors both internal and external to Valley, including changes in loan portfolio volume, the composition
and concentrations of credit, new market initiatives, and the impact of competition on loan structuring and pricing.

Goodwill and Other Intangible Assets. Valley records all assets and liabilities acquired in purchase acquisitions, including goodwill and other
intangible assets, at fair value as required by SFAS No. 141. Goodwill totaling $179.7 million at June 30, 2008 is not amortized but is subject to
annual tests for impairment or more often if events or circumstances indicate it may be impaired. Other intangible assets are amortized over their
estimated useful lives and are subject to impairment tests if events or circumstances indicate a possible inability to realize the carrying amount.
The initial recording of goodwill and other intangible assets requires subjective judgments concerning estimates of the fair value of the acquired
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The goodwill impairment test is performed in two phases. The first step compares the fair value of the reporting unit with its carrying amount,
including goodwill. If the fair value of the reporting unit exceeds its carrying amount, goodwill of the reporting unit is considered not impaired;
however, if the carrying amount of the reporting unit exceeds its fair value, an additional procedure must be performed. That additional
procedure compares the implied fair value of the reporting unit s goodwill with the carrying amount of that goodwill. An impairment loss is
recorded to the extent that the carrying amount of goodwill exceeds its implied fair value.

The initial recording and subsequent impairment tests of goodwill and other intangible assets are subject to the provisions of SFAS No. 157
which Valley adopted as of January 1, 2007.

Income Taxes. The objectives of accounting for income taxes are to recognize the amount of taxes payable or refundable for the current year

and deferred tax liabilities and assets for the future tax consequences of events that have been recognized in an entity s financial statements or tax
returns. Judgment is required in assessing the future tax consequences of events that have been recognized in Valley s consolidated financial
statements or tax returns. Fluctuations in the actual outcome of these future tax consequences could impact Valley s consolidated financial
condition or results of operations.

In connection with determining its income tax provision under SFAS No. 109, Accounting for Income Taxes and FASB Interpretation No. 48,

Accounting for Uncertainty in Income Taxes - An Interpretation of FASB Statement No. 109, Valley maintains a reserve related to certain tax
positions and strategies that management believes contain an element of uncertainty. Periodically, Valley evaluates each of its tax positions and
strategies to determine whether the reserve continues to be appropriate. Notes 1 and 14 to consolidated financial statements in Valley s Annual
Report on Form 10-K for the year ended December 31, 2007, and the Income Taxes section below include additional discussion on the
accounting for income taxes.

Executive Summary

Valley s credit quality and capital levels remained solid during the second quarter of 2008, while many other financial institutions continue to
struggle with credit issues and may be forced to raise additional capital. Valley s total loans past due in excess of 30 days were 0.82 percent of its
total loan portfolio of $9.0 billion as of June 30, 2008, which was an improvement of 0.11 percent from 0.93 percent at March 31, 2008. Loans
past due 90 days or more and still accruing increased $3.4 million to $11.2 million, or 0.12 percent of total loans at June 30, 2008 compared to
$7.8 million, or 0.09 percent at March 31, 2008 due to a $3.4 million increase in matured performing loans in the normal process of renewal.
Valley s non-performing assets totaled 0.40 percent of total loans at June 30, 2008. This represents an increase of 0.02 percent compared to 0.38
percent one quarter ago. Valley s management strives to maintain superior credit quality through its conservative loan underwriting policy;
however, due to the current credit market conditions and the potential for further recessionary pressure in 2008, management cannot predict that
Valley s loan portfolio will continue to perform at levels experienced during the six months ended June 30, 2008. See Non-performing Assets
section at page 39 for further analysis of Valley s credit quality.

Valley National Bank s capital ratios were all above the well capitalized regulatory requirements as of June 30, 2008 and management anticipates
no change in Valley s regular quarterly cash dividend to common shareholders during the remainder of 2008.

On July 1, 2008, Valley completed the acquisition of Greater Community Bancorp ( Greater Community ) with approximately $1.0 billion in total
assets. The addition of Greater Community s 16 full-service branches in northern New Jersey expanded Valley s branch network to 193 locations
and strengthened Valley s position within this very competitive and desirable market. Management anticipates no change in the level of cost
savings forecasted for this in-market transaction. Full systems integration into Valley is expected to be completed by August 31, 2008 and
management believes that it will be a relatively seamless transition for all of Greater Community s former customers.
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Net income was $41.5 million for the second quarter of 2008 compared to $39.7 million for the second quarter of 2007. The increase in net
income was mainly attributable to a $6.8 million increase in net interest income and a $3.2 million decline in income tax expense, partially offset
by an increase in the provision for credit losses and a decrease in total non-interest income. Adjusting for a five percent common stock dividend
issued on May 23, 2008, fully diluted earnings per common share were $0.33 for the second quarter of 2008 as compared to $0.31 per common
share from the same quarter of 2007.

During the second quarter of 2008, net interest income on a tax equivalent basis increased by $6.9 million from the first quarter of 2008 due to a
$7.3 million decrease in interest expense, or a 40 basis point decrease in the cost of average interest bearing liabilities, partially offset by a $393
thousand decrease in interest income, or a 20 basis point decrease in the tax equivalent yield of average interest earning assets. The declines in
funding costs and the yield on average interest earning assets resulted mainly from a decrease in interest rates as the average target federal funds
rate decreased 114 basis points from the linked quarter in response to four rate cuts by the Federal Reserve totaling 225 basis points over the first
six months of 2008.

Valley s cost of total deposits (including non-interest bearing accounts) remained relatively low by industry standards at 1.83 percent for the
second quarter of 2008 compared to 2.18 percent for the three months ended March 31, 2008. The decrease of 35 basis points was primarily due
to lower rates on savings, NOW and money market accounts, and normal repricing of time deposit maturities at lower interest rates during the
second quarter of 2008.

The provision for credit losses was $5.8 million for the second quarter of 2008 compared to $4.0 million for the first quarter of 2008. The
quarterly provision is the result of Valley s quarterly analyses of the loan portfolio and, among other factors, reflects the increase in the size and
rate of growth of the loan portfolio, the level of net loan charge-offs, delinquencies and the current economic environment.

Loans increased $376.6 million, or 17.4 percent on an annualized basis, to approximately $9.0 billion at June 30, 2008 from $8.7 billion at
March 31, 2008. The linked quarter increase in loans is mainly comprised of increases in commercial mortgage, residential mortgage,
commercial, automobile and other consumer loans of $120.9 million, $99.2 million, $96.1 million, $48.5 million and $15.8 million, respectively,
partially offset by a $4.2 million decrease in home equity loans. Valley s lending operations continue to benefit from the dislocation in the credit
markets and the expansion of its lending teams through Valley s growing branch network.

Total investment securities decreased $295.5 million to $2.6 billion at June 30, 2008 from $2.9 billion at March 31, 2008 mainly due to a decline
in trading securities. During the first six months of 2008, Valley s trading balances and activity declined as turbulence found throughout the
financial markets limited asset/liability strategies that management could deploy at acceptable risk tolerances, as well as the need to fund strong
loan growth during the same period. Management expects that purchases of investment securities, as well as use of the fair value election, will
be somewhat constrained during the remainder of 2008 as security pricing concerns persist as a result of the current credit market conditions.

Valley holds preferred stocks in Fannie Mae and Freddie Mac within its available for sale securities portfolio. After other-than-temporary
impairment charges of $17.9 million ($10.4 million after-taxes) and $1.0 million ($595 thousand after-taxes) in the fourth quarter of 2007 and
the six months ended June 30, 2008, respectively, these securities have a cost basis of $79.3 million at June 30, 2008, of which $45.0 million are
Freddie Mac and $34.3 million are Fannie Mae securities. The net unrealized losses on these securities totaled $3.5 million, pre-tax, at June 30,
2008. Recent news reports and concerns in the marketplace have resulted in significant volatility in the share prices of Fannie Mae and Freddie
Mac common and preferred equity securities, including the securities held by Valley. Although the U.S. government has pledged support to
these two government-sponsored entities (which own or guarantee approximately $5.2 trillion of the $11.0 trillion in total U.S. home mortgage
debt outstanding), it is unclear whether this support will extend to their preferred shareholders. Valley believes the recent declines in market
value are temporary, however, Valley cannot guarantee that it will not need to record additional impairment charges in future periods if market
values do not recover in the future.
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The investment portfolio also includes three pooled trust preferred securities, principally issued by banks, with a combined amortized cost of
$27.0 million and a fair value of $17.7 million at June 30, 2008. These securities are performing in accordance with contractual terms and Valley
has the ability and intent to hold these securities until maturity. At June 30, 2008, one pooled bank trust preferred security classified as available
for sale with an amortized cost of $18.0 million had an investment grade rating of AAA and two pooled bank trust preferred securities classified
as held to maturity with an amortized cost of $9.0 million had an investment grade rating of A. The Moody s rating agency has recently placed
the two securities with an investment rating of A on negative credit watch while they evaluate the current rating for possible downgrade. At

June 30, 2008, no other-than-temporary impairment was recorded for these securities, as each of the three securities had projected cash flows in
excess of their future contractual principal and interest payments.

During the quarter, deposits decreased $40.2 million, or 1.9 percent on an annualized basis, to approximately $8.4 billion at June 30, 2008
mainly due to a $75.9 million decrease in time deposits as high yielding certificates of deposit matured. Offsetting the decrease in time deposits,
non-interest bearing accounts increased $22.3 million and lower cost savings, NOW, and money market accounts increased $13.3 million during
the quarter. Much of the increases continue to come from deposit initiatives at Valley s de novo branches, as well as increased customer demand
for such products in light of the turmoil in the current financial markets. Future deposit growth is expected to be dependent on earning asset
demand combined with the rates dictated by market competition versus the cost of alternative funding sources.

Non-interest income for the second quarter of 2008 decreased approximately $1.2 million to $18.0 million for the three months ended June 30,
2008 from $19.2 million for the quarter ended March 31, 2008. Other non-interest income decreased $2.0 million from the first quarter of 2008
mainly due to a $1.6 million gain in the prior quarter resulting from the mandatory redemption of a portion of the Class B Visa (member bank)
shares as part of the Visa Inc. initial public offering that occurred in March of 2008. Insurance premiums declined $1.1 million in the second
quarter due to higher quarterly bonus commissions received from insurance carriers during the first quarter of 2008. Net gains on securities
transactions also declined $1.1 million during the second quarter mainly due to Valley s recognition of an other-than-temporary impairment
charge of $1.4 million ($841 thousand after-taxes) on equity securities issued by two financial institutions and one Freddie Mac preferred
security. Partially offsetting these decreases, net trading losses declined $2.9 million from the linked first quarter of 2008 mainly due to the
change in the fair value of Valley s junior subordinated debentures carried at fair value.

Non-interest expense decreased $3.5 million, or 5.2 percent to $64.0 million for the second quarter of 2008 from $67.5 million for the linked
quarter ended March 31, 2008. Salary and employee benefits decreased $2.1 million mainly due to a $1.0 million decrease in stock award
expense during the second quarter of 2008 mostly related to the immediate expense recognized for awards granted to several retirement eligible
employees during the first quarter of 2008, as well as a decline in payroll taxes. Net occupancy and equipment expense also decreased $706
thousand from the linked quarter as Valley experienced normal seasonal declines in utilities and other maintenance expenses.

For the three months ended June 30, 2008, Valley achieved an annualized return on average shareholders equity ( ROE ) of 17.20 percent and an
annualized return on average assets ( ROA ) of 1.28 percent which includes intangible assets. Valley s annualized return on average tangible
shareholders equity ( ROATE ) was 21.76 percent for the second quarter of 2008. The comparable ratios for the second quarter of 2007 were an
annualized ROE of 16.98 percent, an annualized ROA of 1.30 percent, and an annualized ROATE of 21.89 percent.
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ROATE, which is a non-GAAP financial measure, is computed by dividing net income by average shareholders equity less average goodwill
and average other intangible assets, as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
($ in thousands)

Net income $ 41,483 $ 39,679 $ 73,066 $ 89,113
Average shareholders equity $ 964,914 $ 934,727 $ 959,077 $ 925,760
Less: Average goodwill and other intangible assets (202,410) (209,714) (203,104) (209,956)
Average tangible shareholders equity $ 762,504 $ 725,013 $ 755,973 $ 715,804
Annualized ROATE 21.76% 21.89% 19.33% 24.90%

Valley s management believes the ROATE measure provides information useful to management and investors in understanding the underlying
operational performance of Valley, its business and performance trends and facilitates comparisons with the performance of others in the
financial services industry. This non-GAAP financial measure should not be considered in isolation or as a substitute for or superior to financial
measures calculated in accordance with GAAP.

Net Interest Income

Net interest income on a tax equivalent basis increased $6.5 million or 6.7 percent to $103.9 million for the second quarter of 2008 compared to
the same quarter of 2007. The increase from the second quarter of 2007 was mainly a result of a $12.1 million or 74 basis point decline in
funding costs on average interest bearing liabilities, partially offset by a $5.5 million decrease in interest income from a 53 basis point decline in
the yield on average interest earning assets. Both of the declines resulted mainly from a decrease in short-term interest rates as the average target
federal funds rate decreased 317 basis points for the second quarter of 2008 compared to the same 2007 period.

For the second quarter of 2008, average loans increased $715.8 million or 8.7 percent and average investment securities increased $165.1 million
or 5.9 percent as compared to the second quarter of 2007. Compared to the first quarter of 2008, average loans increased by $357.2 million, as
Valley s lending operations continue to benefit from the dislocation in the credit markets and the expansion of its lending teams through Valley s
growing branch network. Average investment securities increased $122.9 million as compared to the first quarter of 2008, while average federal
funds sold and other interest bearing deposits declined $116.2 million as management reallocated Federal funds sold positions during the period

to higher yielding investment securities.

Average interest bearing liabilities for the quarter ended June 30, 2008 increased approximately $718.9 million or 7.7 percent compared with the
same quarter of 2007. Compared to the first quarter of 2008, average interest bearing liabilities increased $335.1 million or 3.5 percent. Average
total interest bearing deposits increased $155.0 million or 2.5 percent from the first quarter of 2008 mainly due to deposit initiatives at Valley s
de novo branch locations, as well as customer demand for safe investment alternatives driven by the volatile financial markets, partially offset by
maturing higher cost certificates of deposits which have not renewed at lower interest rates during the period. Average short-term borrowings
increased $149.1 million from the linked quarter due to an increase in average federal funds purchased and securities sold under agreements to
repurchase. Average long-term borrowings increased $31.0 million from the first quarter of 2008 as Valley has moderately increased its use of
long-term fixed rate Federal Home Loan Bank advances in the current low interest rate environment.

Interest on loans, on a tax equivalent basis decreased $1.0 million or 0.8 percent for the second quarter of 2008 compared to the first quarter of
2008 due to a 30 basis point decline in the tax equivalent yield on average loans as compared to the linked quarter, partially offset by a higher
average balance caused by organic loan growth.
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Interest from investments, on a tax equivalent basis, increased $1.7 million for the three months ended June 30, 2008 compared to the quarter
ended March 31, 2008 due to higher average balances as management reinvested federal funds sold balances into higher yielding investment
securities during the second quarter of 2008.

Interest expense for the three months ended June 30, 2008 decreased $7.3 million or 9.0 percent compared to the quarter ended March 31, 2008
resulting mainly from a decrease in short-term interest rates as the average target Federal funds rate decreased 114 basis points from the linked
quarter, and normal repricing of time deposits maturities at lower interest rates during the second quarter of 2008.

The net interest margin on a fully tax equivalent basis for the second quarter of 2008 increased 3 basis points from 3.45 percent in the second
quarter of 2007, and increased 13 basis points from the linked first quarter of 2008. The increases resulted largely from a continued decline in
Valley s cost of funds during the second quarter as higher cost time deposits matured and repriced at lower interest rates.
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The following table reflects the components of net interest income for the three months ended June 30, 2008, March 31, 2008 and June 30, 2007:

Assets

Interest earning assets:
Loans (1)(2)

Taxable investments (3)
Tax-exempt investments (1)(3)
Federal funds sold and other
interest bearing deposits

Total interest earning assets

Allowance for loan losses
Cash and due from banks
Other assets

Unrealized loss on securities
available for sale

Total assets

Liabilities and shareholders
equity

Interest bearing liabilities:
Savings, NOW and money
market deposits

Time deposits

Total interest bearing deposits
Short-term borrowings
Long-term borrowings (4)

Total interest bearing liabilities

Non-interest bearing deposits
Other liabilities
Shareholders equity

Total liabilities and
shareholders equity

Net interest income/interest
rate spread (5)

Tax equivalent adjustment

Table of Contents

Quarterly Analysis of Average Assets, Liabilities and Shareholders Equity and

Net Interest Income on a Tax Equivalent Basis

Three Months Ended
June 30, 2008 March 31, 2008 June 30, 2007
Average Average Average Average Average Average
Balance Interest Rate Balance Interest Rate Balance Interest Rate
($ in thousands)
$ 8,897,004 $134,619 6.05% $ 8,539,812 $ 135,638 6.35% $ 8,181,248 $ 139,622 6.83%
2,723,835 38,410 5.64 2,590,800 36,394 5.62 2,525,972 34,470 5.46
244,551 3,800 6.22 254,701 4,100 6.44 277,274 4,477 6.46
75,138 406 2.16 191,384 1,496 3.13 315,440 4,188 5.31
11,940,528 177,235 5.94 11,576,697 177,628 6.14 11,299,934 $ 182,757 6.47
(73,258) (72,775) (74,133)
212,584 211,595 214,139
901,798 867,749 769,120
(21,421) (813) (13,270)
$ 12,960,231 $12,582,453 $ 12,195,790
$ 3,479,046 $ 11,155 1.28% $ 3,386,570 $ 14,065 1.66% $ 3,503,061 $ 19,216 2.19%
2,981,166 27,162 3.64 2,918,671 30,488 4.18 2,898,393 33,143 4.57
6,460,212 38,317 2.37 6,305,241 44,553 2.83 6,401,454 52,359 3.27
555,799 2,212 1.59 406,726 2,307 2.27 419,937 4,522 4.31
3,008,249 32,792 4.36 2,977,234 33,742 4.53 2,483,966 28,494 4.59
10,024,260 73,321 2.93 9,689,201 80,602 3.33 9,305,357 $ 85,375 3.67
1,893,688 1,876,223 1,938,035
77,369 63,789 17,671
964,914 953,240 934,727
$ 12,960,231 $12,582,453 $ 12,195,790
$ 103,914 3.01% $ 97,026 2.81% $ 97,382 2.80%
(1,336) (1,444) (1,601)
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Net interest income, as

reported $ 102,578 $ 95,582 $ 95,781
Net interest margin (6) 3.44% 3.30% 3.39%
Tax equivalent effect 0.04 0.05 0.06

Net interest margin on a fully

tax equivalent basis (6) 3.48% 3.35% 3.45%
(1) Interest income is presented on a tax equivalent basis using a 35 percent federal tax rate.
(2) Loans are stated net of unearned income and include non-accrual loans.
(3) The yield for securities that are classified as available for sale is based on the average historical amortized cost.
(4) Includes junior subordinated debentures issued to capital trust which are presented separately on the consolidated statements of condition.
(5) Interest rate spread represents the difference between the average yield on interest earning assets and the average cost of interest bearing

liabilities and is presented on a fully tax equivalent basis.

(6) Net interest income as a percentage of total average interest earning assets.
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The following table reflects the components of net interest income for the six months ended June 30, 2008 and 2007:

Analysis of Average Assets, Liabilities and Shareholders Equity and

Net Interest Income on a Tax Equivalent Basis

Assets

Interest earning assets:

Loans (1)(2)

Taxable investments (3)

Tax-exempt investments (1)(3)

Federal funds sold and other interest bearing deposits

Total interest earning assets

Allowance for loan losses

Cash and due from banks

Other assets

Unrealized loss on securities available for sale

Total assets

Liabilities and shareholders equity
Interest bearing liabilities:

Savings, NOW and money market deposits
Time deposits

Total interest bearing deposits
Short-term borrowings
Long-term borrowings (4)

Total interest bearing liabilities

Non-interest bearing deposits
Other liabilities
Shareholders equity

Total liabilities and shareholders equity
Net interest income/interest rate spread (5)
Tax equivalent adjustment

Net interest income, as reported

Net interest margin (6)
Tax equivalent effect
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June 30, 2008
Average
Balance Interest

$ 8,718,408 $270,257
2,657,318 74,804
249,626 7,900
133,261 1,902

11,758,613 354,863

(73,017)
212,090
884,774
(11,117)

$12,771,343

$ 3,432,808 $ 25,220
2,949,919 57,650

6,382,727 82,870
481,263 4,519
2,992,742 66,534

9,856,732 153,923

1,884,956
70,578
959,077
$12,771,343

$ 200,940

(2,780)

$ 198,160

Six Months Ended
June 30, 2007
Average Average Average
Rate Balance Interest Rate
($ in thousands)
6.20% $ 8,236,758 $278,605 6.76%
5.63 2,552,954 69,555 5.45
6.33 278,220 8,934 6.42
2.85 242,561 6,388 5.27
6.04 11,310,493 363,482 6.43
(73,165)
209,820
740,626
(10,283)
$12,177,491
147% $ 3,531,026 $ 38,634 2.19%
391 2,896,251 64,907 4.48
2.60 6,427,277 103,541 3.22
1.88 396,057 8,500 4.29
4.45 2,485,365 56,291 4.53
3.12 9,308,699 168,332 3.62
1,931,377
11,655
925,760
$12,177,491
2.92% $ 195,150 2.81%
(3,197)
$ 191,953
3.37% 3.39%
0.05 0.06
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Net interest margin on a fully tax equivalent basis (6) 3.42% 3.45%

(1) Interest income is presented on a tax equivalent basis using a 35 percent federal tax rate.

(2) Loans are stated net of unearned income and include non-accrual loans.

(3) The yield for securities that are classified as available for sale is based on the average historical amortized cost.

(4) Includes junior subordinated debentures issued to capital trust which are presented separately on the consolidated statements of condition.

(5) Interest rate spread represents the difference between the average yield on interest earning assets and the average cost of interest bearing
liabilities and is presented on a fully tax equivalent basis.

(6) Net interest income as a percentage of total average interest earning assets.
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The following table demonstrates the relative impact on net interest income of changes in the volume of interest earning assets and interest
bearing liabilities and changes in rates earned and paid by Valley on such assets and liabilities. Variances resulting from a combination of
changes in volume and rates are allocated to the categories in proportion to the absolute dollar amounts of the change in each category.

Change in Net Interest Income on a Tax Equivalent Basis

Three Months Ended
June 30, 2008

Six Months Ended
June 30, 2008

Compared with June 30, 2007

Compared with June 30, 2007

Change Change Change Change

Due to Due to Total Due to Due to Total

Volume Rate Change Volume Rate Change

(in thousands)

Interest Income:
Loans (1) $11,612 $(16,615) $ (5,003) $15,731 $(24,079) $ (8,343)
Taxable investments 2,763 1,177 3,940 2,895 2,354 5,249
Tax-exempt investments (1) (513) (164) 677) (907) 127) (1,034)
Federal funds sold and other interest bearing deposits 2,127) (1,655) (3,782) (2,225) (2,261) (4,486)
Total increase (decrease) in interest income 11,735 (17,257) (5,522) 15,494 (24,113) (8,619)
Interest Expense:
Savings, NOW and money market deposits (131) (7,930) (8,061) (1,047)  (12,367) (13,414)
Time deposits 923 (6,904) (5,981) 1,183 (8,440) (7,257)
Short-term borrowings 1,150 (3,460) (2,310) 1,544 (5,525) (3,981)
Long-term borrowings and junior subordinated debentures 5,772 (1,474) 4,298 11,297 (1,054) 10,243
Total increase (decrease) in interest expense 7,714 (19,768)  (12,054) 12,977 (27,386)  (14,409)
Increase in net interest income $ 4021 $ 2511 $ 6532 $ 2517 $ 3,273 $ 5,790

(1) Interest income is presented on a tax equivalent basis using a 35 percent tax rate.

Non-Interest Income

The following table presents the components of non-interest income for each of the three and six months ended June 30, 2008 and 2007:

Trust and investment services
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Three Months Six Months
Ended Ended
June 30, June 30,
2008 2007 2008 2007

(in thousands)

$ 1,744

42



