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Bruce Van Saun, Chairman and CEO

Good morning everyone and thanks for joining our call.

We are pleased to announce another strong quarter today. In spite of interest-rate and yield
curve headwinds, we grew our revenue 5% vs. a year ago, and 1% vs. last quarter. Our EPS
was up 5% vs. a year ago, and 2% sequentially.

The keys to these results were a strong performance in our mortgage business, continued good
expense discipline and robust capital return. We’ve progressed well on our efforts around
TOP 6, and on some of the strategic investment initiatives we outlined last quarter. We
continue to actively manage the balance sheet through our BSO program and have maintained
an LDR of around 94%. We managed deposit costs down aggressively, with interest-bearing
deposit costs down 6 bps vs. last quarter, and we expect deposit beta’s to tick up as we see
further rate cuts.

Our credit metrics remain strong overall, and both Consumer and Commercial are in good
shape. Our view is that the economy is holding up reasonably well, though growth has slowed
somewhat vs. a year ago. While we don’t see a recession on the horizon anytime soon, we are
being duly cautious in selective areas on new loan originations.

So, overall, I’d say we’ve executed well year-to-date and feel we are positioned to close out
the year with a good Q4. Our formula for 2020 will remain consistent: grow our balance
sheet prudently; deftly manage NIM; continue to invest in our fee businesses and reap the
returns; carefully manage the expense base by finding fresh efficiencies and self-funding new
initiatives; stay disciplined on credit, and actively manage our capital base.

We celebrated an important milestone during the quarter, the fifth anniversary of our IPO on
September 24th. It’s been quite a journey, we’ve made much progress in building a great
bank, and are now delivering better and better for customers, colleagues, communities,
shareholders and regulators. We know there is more work to do, and we are energized by the
challenge.

I’m confident that our track record of strong and disciplined execution will continue and will
differentiate us from peers. And there’s no reason the next five years can’t be even better
than the last five.

With that let me stop and turn it over to our CFO, John Woods.



John Woods, Vice Chairman and CFO

Thanks Bruce.
Good morning, everyone.

We are pleased to report a strong quarter, with record fee income, good expense discipline
and continued execution against our strategic initiatives.

Let me kick off by covering important highlights of our underlying results on page 4.

* On a year-to-date basis our EPS is up 11%, and for the quarter we delivered EPS growth
of 5% year over year with PPNR up 2%.

= This reflects relatively stable net interest income as 3% loan growth helped offset the
impact of a decline in net interest margin to 3.12%, given rates and the yield curve.

e We delivered record fee income of nearly $500 million, up 19% year over year
illustrating the diversity of our business model.

e Commercial and Consumer loan growth were each up 3% year over year, as we seek
attractive areas to deploy our capital and grow our customer base.

= Strong deposit growth was paced by continued momentum in Citizens Access, which
grew to $5.6 billion by quarter end. Our spot LDR was 94.5%, providing us with funding
flexibility as we head into the end of the year.

e Given the environment, we remain highly focused on expense discipline, and continue
to execute extremely well on our TOP programs. We now expect to realize a pre-tax
run rate benefit for our TOP 5 program in the range of $105 to $115 million by the end
of the year, a $10 million increase over our prior estimate.

« Overall credit quality remains strong, with a stable nonperforming loan ratio of 67 basis
points and an allowance to loans ratio of 107 basis points.

On an Underlying basis the effective tax rate was 22.3%; as the reported rate of 20.5%
includes a $10 million tax benefit associated with an operational restructure.

= We delivered Underlying ROTCE of 12.6% and tangible book value per share was up 14%
YoY to $31.48.

= This quarter there was some noise in several line items due to an aircraft lease
restructuring in our non-core portfolio. This was triggered by a client merger and
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reflects our continuing efforts to accelerate the rundown of the non-core lease
portfolio. This reduced PPNR by about $3 million, with an increase in expense of $10
million and a $7 million increase in fees. Charge-offs and provision were also $5 million
higher due to this transaction. Before the impact of this restructuring, we delivered
positive operating leverage of 30 basis points on a linked-quarter basis and an
efficiency ratio of 57.8%.

On page 6 Net Interest Income was relatively stable year over year despite the impact of a
challenging yield-curve environment. Loan growth of 3% helped largely offset the impact of a
10 basis point decline in net interest margin to 3.12% given the rate backdrop.

Contributing to the decline in NIM was a 3 basis point impact year over year from higher
premium amortization tied to significantly lower long-term rates. This was partially offset by
the benefit of higher interest-earning asset yields, given continued mix shift towards better-
returning assets and modestly higher short-term rates.

On a linked quarter basis the margin decreased 9 basis points including a 3 basis point impact
from premium amortization. On a positive note, we managed deposits well with a 6 basis
point decrease in interest-bearing deposit costs.

Given the challenging rate environment, we have continued to actively manage our
asset sensitivity, which came in at 2.7% to a gradual 200 basis point rise in rates, versus
2.9% in the prior quarter.

Year over year our sensitivity has come down. This was driven by the addition of
approximately $7 billion of net receive fix swaps over the past four quarters, including
a net $2 billion forward-starting position we added this quarter, as well as evolving
expectations for balance sheet mix.

The cumulative effect of our hedging activities over the last year plus our balance
sheet mix changes had the effect of shifting our sensitivity to the long-end of the
curve, with about 20 to 25% of our exposure now tied to 6 months and shorter.

Our current outlook is for an additional rate cut in October. However, we expect to see
a lower level of NIM compression in the fourth quarter reflecting further declines in
interest-bearing deposit costs, broadly stable premium amortization, and the benefit of
our hedges. These factors, along with an expected resumption of loan growth, should
help support NII in the fourth quarter.

Moving to fees on slide 7. As | mentioned, our fee-based businesses delivered record results
this quarter with fee income hitting 30% of revenue.



Noninterest income was up 7% on a linked-quarter basis and up 19% year over year, driven by
strong results in mortgage banking, card fees and foreign exchange and interest rate products.

Service charges and fees were up $2 million, or 2%, linked-quarter reflecting seasonality and
card fees were up 5% sequentially driven by seasonally higher volumes.

Our acquisition of Franklin is playing out as we hoped, and serves as a nice hedge against a
backdrop of lower rates.

Mortgage banking fees were up $55 million, as the origination business led the way with
production revenue up $31 million on higher volumes and improved gain-on-sale margins.
Overall mortgage servicing revenue increased $24 million given favorable MSR hedging results
and our larger servicing portfolio.

Capital Markets fees came in at $39 million this quarter which represents the lowest level
since first quarter 2018, in the face of overall market weakness. - Even so, we improved our
market share and positioning in many areas of this line of business.

Syndication fees were down linked quarter reflecting the impact of a significant slowing in
middle-market activity and seasonality, while bond-underwriting fees were higher as fixed
income markets picked up later in the quarter.

We are entering the fourth quarter with a strong overall capital markets pipeline, which
includes the impact of several deals that were pushed out from third quarter to the fourth
quarter.

Wealth fees were 6% lower linked-quarter from record second quarter levels, as investment
sales were impacted by volatile market conditions.

In FX and interest rate products we executed exceptionally well despite challenging market
conditions, delivering near record level fees in line with second quarter in what is typically a
seasonally slower quarter.

We are pleased with the progress we've made diversifying our fee revenue by broadening
capabilities, executing well on strategic initiatives and integrating key acquisitions to build
scale in mortgage, expand our M&A business and enhance our wealth capabilities. And as we
look forward, the investments we have been making across the platform over the past five
years should continue to gain traction, as we seek to do more for our customers and be their
trusted advisor.

Turning to page 8, Underlying noninterest expense was up $10 million linked-quarter,
reflecting the impact of the lease transaction.



Excluding this impact, expenses were flat illustrating our strong commitment to expense
discipline as we continue to deliver efficiencies from our TOP programs. We continue to
recycle cost savings from TOP into revenue generating opportunities.

Salaries and employee benefits remained relatively stable, and equipment & software
expense was up 3% given our ongoing technology efforts.

Compared to the prior year, Underlying noninterest expense before the impact of Acquisitions
and the lease restructuring was up 3%, as we efficiently managed our costs while investing for
growth.

Let’s move on to page 9 and discuss the balance sheet. Average loans were relatively
stable linked quarter largely reflecting the impact of second quarter loan sales as well as
relatively high repayments and lower line utilization in commercial.

Year over year, average loans were up 3%, driven by growth in both commercial and retail with
some modest headwinds from asset dispositions. Adjusting for the impact of loan sales in the
first half, loan growth was 4% year over year.

Commercial loans were up 4% year over year with strength in C&I, and were down slightly
linked-quarter due to relatively high repayments and the impact of lower line utilization, as
well as planned reductions in Commercial leases.

On the retail side, loans were up 3% year over year and 1% linked-quarter given growth in
mortgage, education refinance and our merchant finance partnerships.

Regarding the lease restructuring this quarter, | should mention that we have done a nice job
running down the non-core leasing portfolio and the total non-core book which are both down
about 30% year on year, while the overall credit quality of the book continues to improve.

Overall, period-end loans were up 1% linked quarter providing momentum for fourth quarter
loan growth.

Moving to page 10, we saw nice deposit growth of 1% linked quarter and 6% year over year.

We continue to benefit from our Citizens Access digital platform, which has contributed nicely
to our funding diversification and the optimization of our deposit levels and costs. At the end
of the quarter, we reached $5.6 billion in Citizens Access deposits.

Given the rate environment we have been aggressively executing our deposit playbook to
manage down our deposit costs across all channels, reducing CD rates, retail money market
promo rates, and taking down the savings rate in our direct bank. We've also been reducing
rates for some commercial clients where it makes sense.



As a result, our total deposit costs were well-controlled, down 5 basis points linked quarter, a
nice improvement from the 3 basis point increase last quarter. Interest-bearing deposits were
down 6 basis points linked-quarter.

Next, let's move to page 11 and cover credit which continues to look quite good overall. This
reflects an improving risk profile in retail and a relatively stable risk profile at favorable
levels in commercial.

Net charge-offs came in at 38 basis points in the quarter, up modestly from relatively low
second-quarter levels. Net charge-offs were up $27 million year over year with a $16 million
increase in commercial, largely driven by a small number of uncorrelated losses, as the
broader portfolio risk profile remained relatively stable. Retail net charge-offs increased $8
million reflecting expected seasoning in our growth portfolios.

Provision for credit losses of $101 million was up from prior quarter and prior year levels
reflecting the higher charge-offs.

The nonperforming loan ratio of 67 basis points was relatively stable linked quarter and
improved 6 basis points year over year. Nonperforming loans decreased 5% year over year,
driven by improvements in retail.

On a linked quarter basis, nonperforming loans increased 3%, driven by an increase in
commercial primarily tied to a small number of loans, while we saw improvements in retail
driven by home equity and education.

Our allowance to loans coverage ratio remained relatively stable, ending the quarter at 107

basis points. The NPL coverage ratio was also stable linked quarter at 159 basis points.

On page 12, we maintained our strong capital and liquidity positions, ending the quarter with
a CET1 ratio of 10.3% which compares well with peers and gives us excellent financial
flexibility.

During third quarter, we repurchased 14.1 million shares of common stock and including
dividends, we returned $662 million to shareholders, up 25% year over year.

Going forward, we continue to target a dividend payout ratio of 35 to 40 percent.

Our planned glide path to reduce our CET1 ratio remains on track.



Let’s move to page 13 and discuss CECL.

We expect that the day-1 impact for CECL on a pro forma basis will be about a 30 to 35%
increase in the existing reserve which was about $1.3 billion at the end of the quarter. From a
capital perspective, this represents about 22 to 25 basis points of CET1 on a fully-phased-in
basis, or approximately 5-6 basis points in year one.

This range considers the current economic outlook and mix and credit characteristics of the
portfolio. In addition a key factor is the impact of longer-duration loans such as education,
home equity, auto and residential mortgages that tend to attract a higher level of reserves. At
the same time, the commercial portfolio is generally shorter duration and so is expected to
require less reserves than it does today.

Ultimately, the amount of the initial impact will reflect both the portfolio mix and the
macroeconomic outlook when we get to the end of the year.

On page 14, | want to highlight a few exciting things that are happening across our bank.

First, we ranked #4 in the 2019 J.D. Power U.S. Home Mortgage Satisfaction survey. Since last
year we moved up 6 positions in that survey, which is a real testament to the hard work our
mortgage colleagues have done to integrate Franklin American while relentlessly focusing on
our customers.

We are also very excited to announce that we've just entered into a new Consumer Banking
partnership with an iconic technology company to be announced shortly. We will provide
more details around the launch of the program which is later this quarter, but this is another
great example of our commitment to innovation and strong focus on the customer experience.

In Commercial, we are really progressing well with the client migration to accessOptima, our
best-in-class cash management platform. About half of our clients are on the platform and we
expect the transition to be complete by the end of the year.

And in addition to TOP 5 which | mentioned earlier, substantial work is underway on our TOP 6
program which is targeting a pre-tax run rate benefit of about $300 to $325 million by the end
of 2021.

Our outlook for the fourth quarter is on Page 15 and it reflects continued good positioning
for both our top and bottom line results.



Our current view is that we expect an additional rate cut in October, and as a result, we
expect net interest income to be relatively stable in the fourth quarter, as loan growth should
offset further, but less NIM contraction due to rates. Our outlook for loan growth reflects
stronger period-end trends, coupled with healthy pipelines driven by our geographic, product
and client-focused expansion strategies. Also, we expect a moderation of third quarter
commercial pay down and utilization trends, as well as continued growth in mortgage, student
and other retail.

We are expecting noninterest income to be down modestly from record levels last quarter.
Strength in capital markets revenues should largely offset a decline from record mortgage
fees.

Given our continued focus on expense discipline, we expect noninterest expense to be flat to
slightly down.

Additionally, we expect provision expense to increase by about $10 million.

And finally, we expect to end the year with a CET1 ratio of approximately 10.1%.

To sum up, on page 17, our results this quarter demonstrate our continuing strong
performance, as we execute against our strategic initiatives, grow customers and revenues,

carefully manage our expense base, deploy new technologies and improve how we run the
bank.



