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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT

Pursuant to Section 13 or 15 (d) of the Securities Exchange Act of 1934

For the fiscal year ended December 31, 2008

People�s United Financial, Inc.
(Exact name of registrant as specified in its charter)
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Delaware 20-8447891
(State or other jurisdiction of

incorporation or organization)
(I.R.S. Employer

Identification No.)
850 Main Street

Bridgeport, Connecticut 06604

(Address of principal executive offices, including zip code)

(203) 338-7171

(Registrant�s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Common Stock, $0.01 par value per share NASDAQ Global Select Market
(Title of each class) (Name of each exchange on which registered)

Securities registered pursuant to Section 12(g) of the Act: None.

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    Yes  x    No  ¨

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.    Yes  ¨    No  x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨.

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant�s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this Form 10-K.  ¨

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 the 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  ¨ Smaller reporting company  ¨
(Do not check if a smaller
reporting company)

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

The aggregate market value of voting stock held by non-affiliates of the registrant, based upon the last reported sales price of its common stock
as of the last business day of the registrant�s most recently completed second quarter on the NASDAQ Global Select Market was $5,409,129,071.

As of February 13, 2009, there were 348,228,185 shares of the registrant�s common stock outstanding.

Documents Incorporated by Reference

Portions of the Proxy Statement for the Annual Meeting of Shareholders to be held on May 7, 2009, are incorporated by reference into Part III.
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Part I

Item 1. Business
General

People�s United Financial, Inc. (People�s United Financial) is a savings and loan holding company and is incorporated under the state laws of
Delaware. People�s United Financial was formed for the purpose of effectuating the conversion of People�s Bank and People�s Mutual Holdings
from a mutual holding company structure to a stock holding company structure. On April 16, 2007, People�s United Financial, People�s Bank and
People�s Mutual Holdings completed their second-step conversion from a mutual holding company structure to a fully-public stock holding
company structure. People�s Mutual Holdings merged with and into People�s Bank, with People�s Bank as the surviving entity, and People�s Bank
became a wholly-owned subsidiary of People�s United Financial. See Note 2 to the Consolidated Financial Statements for a further discussion of
the second-step conversion. On June 6, 2007, People�s Bank changed its name to People�s United Bank. The name �People�s United Bank� is used to
refer to the Bank both before and after the name change. People�s United Bank is a federally-chartered stock savings bank headquartered in
Bridgeport, Connecticut.

On January 1, 2008, People�s United Financial completed its acquisition of Chittenden Corporation (�Chittenden�), a multi-bank holding company
headquartered in Burlington, Vermont. At December 31, 2007, Chittenden had total assets of $7.4 billion, total loans of $5.7 billion, total
deposits of $6.2 billion and 140 branches. The acquisition was accounted for using the purchase method of accounting and accordingly,
Chittenden�s asset and liabilities were recorded by People�s United Financial at their estimated fair values as of January 1, 2008. Financial data for
periods prior to the acquisition date do not include the results of Chittenden. See Note 3 to the Consolidated Financial Statements for a further
discussion of the acquisition.

The six former Chittenden banks, which continue to do business under their existing names as divisions of People�s United Bank, are: Chittenden
Trust Company based in Burlington, Vermont; Flagship Bank and Trust Company based in Worcester, Massachusetts; Maine Bank & Trust
based in Portland, Maine; Merrill Merchants Bank based in Bangor, Maine; Ocean Bank based in Portsmouth, New Hampshire; and The Bank of
Western Massachusetts based in Springfield, Massachusetts.

The principal business of People�s United Financial is to provide, through People�s United Bank and its subsidiaries, commercial banking, retail
and small business banking, and wealth management services to individual, corporate and municipal customers. Traditional banking activities
are conducted primarily within New England and include extending secured and unsecured commercial and consumer loans, originating
mortgage loans secured by residential and commercial properties, and accepting consumer, commercial and municipal deposits. In addition to
traditional banking activities, People�s United Bank provides specialized financial services tailored to specific markets including: personal,
institutional and employee benefit trust; cash management; and municipal banking and finance. Through its non-banking subsidiaries, People�s
United Bank offers: brokerage, financial advisory services, investment management services and life insurance through People�s Securities, Inc.
and Chittenden Securities, LLC; equipment financing through People�s Capital and Leasing Corp. (�PCLC�); and other insurance services through
R.C. Knox and Company, Inc. and Chittenden Insurance Group, LLC.

This full range of financial services is delivered through a network of over 300 branches in Connecticut, Massachusetts, New Hampshire,
Vermont, Maine and New York, including 79 full-service supermarket branches, 43 investment and brokerage offices, nine PCLC offices, 16
commercial banking offices and over 400 ATMs. People�s United Bank�s distribution network also includes online banking and investment
trading, a 24-hour telephone banking service and participation in a worldwide ATM network.
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People�s United Financial�s operations are divided into three primary business segments that represent its core businesses, Commercial Banking,
Retail Banking and Small Business, and Wealth Management. Commercial Banking consists principally of commercial lending, commercial real
estate lending, indirect auto lending, and commercial deposit gathering activities. This segment also includes the equipment financing operations
of PCLC, as well as cash management, correspondent banking, municipal banking and corporate trust. Retail Banking and Small Business
includes, as its principal business lines, consumer and small business deposit gathering activities, consumer lending (including residential
mortgage and home equity) and small business lending. Wealth Management consists of private banking, trust services, brokerage, financial
advisory services, investment management services and life insurance provided by People�s Securities and Chittenden Securities, and other
insurance services provided through R.C. Knox and Chittenden Insurance Group. In addition, the Treasury area is responsible for managing
People�s United Financial�s securities portfolio, short-term investments and wholesale funding activities.

Further discussion of People�s United Financial�s business and operations appears on pages 21 through 73.

Supervision and Regulation�People�s United Financial

Federal Holding Company Regulation

People�s United Financial is a savings and loan holding company within the meaning of the Home Owners� Loan Act. As such, People�s United
Financial is regulated by the Office of Thrift Supervision (the �OTS�) and subject to OTS examination, supervision and reporting requirements. In
addition, the OTS has enforcement authority over People�s United Financial and People�s United Bank. Among other things, this authority permits
the OTS to restrict or prohibit activities that are determined to be a serious risk to the subsidiary savings bank.

Activities Restrictions Applicable to Savings and Loan Holding Companies. Under the Gramm-Leach-Bliley Act, the activities of all savings
and loan holding companies formed after May 4, 1999, such as People�s United Financial, must be financially related activities permissible for
bank holding companies, as defined under the Gramm-Leach-Bliley Act. Accordingly, People�s United Financial�s activities are restricted to:

� furnishing or performing management services for a savings institution subsidiary;

� conducting an insurance agency or escrow business;

� holding, managing, or liquidating assets owned or acquired from a savings institution subsidiary;

� holding or managing properties used or occupied by a savings institution subsidiary;

� acting as trustee under a deed of trust;

� any other activity (1) that the Federal Reserve Board, by regulation, has determined to be permissible for bank holding companies
under Section 4(c) of the Bank Holding Company Act of 1956, unless the Director of the OTS, by regulation, prohibits or limits any
such activity for savings and loan holding companies, or (2) that multiple savings and loan holding companies were authorized by
regulation to directly engage in on March 5, 1987;

� purchasing, holding, or disposing of stock acquired in connection with a qualified stock issuance if the purchase of such stock is
approved by the Director of the OTS; and

� any activity permissible for financial holding companies under section 4(k) of the Bank Holding Company Act.
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Permissible activities that are deemed to be financial in nature or incidental thereto under section 4(k) of the Bank Holding Company Act
include:

� lending, exchanging, transferring, investing for others, or safeguarding money or securities;

� insurance activities or providing and issuing annuities, and acting as principal, agent, or broker;

� financial, investment, or economic advisory services;

� issuing or selling instruments representing interests in pools of assets that a bank is permitted to hold directly;

� underwriting, dealing in, or making a market in securities;

� activities previously determined by the Federal Reserve Board to be closely related to banking;

� activities that bank holding companies are permitted to engage in outside of the United States; and

� portfolio investments made by an insurance company.
In addition, People�s United Financial cannot be acquired or acquire a company unless the acquirer or target, as applicable, is engaged solely in
financial activities.

Restrictions Applicable to All Savings and Loan Holding Companies. Federal law prohibits a savings and loan holding company, including
People�s United Financial, directly or indirectly, from acquiring:

� control (as defined under the Home Owners� Loan Act) of another savings bank (or a holding company parent) without prior OTS
approval;

� through merger, consolidation or purchase of assets, another savings bank or a holding company thereof, or acquiring all or
substantially all of the assets of such institution or holding company without prior OTS approval; or

� control of any depository institution not insured by the Federal Deposit Insurance Corporation (the �FDIC�) (except through a merger
with and into the holding company�s savings bank subsidiary that is approved by the OTS).

The Home Owners� Loan Act prohibits a savings and loan holding company (directly or indirectly, or through one or more subsidiaries) from
acquiring another savings bank or holding company thereof without prior written approval of the OTS; acquiring or retaining, with certain
exceptions, more than 5% of a non-subsidiary savings bank, a non-subsidiary holding company, or a non-subsidiary company engaged in
activities other than those permitted by the Home Owners� Loan Act; or acquiring or retaining control of a depository institution that is not
federally insured. In evaluating applications by holding companies to acquire savings banks, the OTS must consider the financial and managerial
resources and future prospects of the company and institution involved, the effect of the acquisition on the risk to the Deposit Insurance Fund,
the convenience and needs of the community and competitive factors.
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Federal Securities Law

People�s United Financial�s securities are registered with the Securities and Exchange Commission under the Securities Exchange Act of 1934, as
amended. People�s United Financial is subject to the information, proxy solicitation, insider trading, and other requirements and restrictions of
the Securities Exchange Act of 1934.

Delaware Corporation Law

People�s United Financial is incorporated under the laws of the State of Delaware, and is therefore subject to regulation by the state of Delaware.
The rights of People�s United Financial�s stockholders are governed by the Delaware General Corporation Law.

3

Edgar Filing: People's United Financial, Inc. - Form 10-K

Table of Contents 9



Table of Contents

Supervision and Regulation�People�s United Bank

General

People�s United Bank has been a federally chartered savings bank since August 18, 2006 when it converted from a Connecticut chartered savings
bank. Its deposit accounts are insured up to applicable limits by the FDIC under the Deposit Insurance Fund. Under its charter, People�s United
Bank is subject to extensive regulation, examination and supervision by the OTS as its chartering agency, and by the FDIC as the deposit
insurer. People�s United Bank files reports with the OTS concerning its activities and financial condition, and must obtain regulatory approval
from the OTS prior to entering into certain transactions, such as mergers with, or acquisitions of, other depository institutions. The OTS
conducts periodic examinations to assess compliance with various regulatory requirements. The OTS has primary enforcement responsibility
over federally chartered savings banks and has substantial discretion to impose enforcement action on a savings bank that fails to comply with
applicable regulatory requirements, particularly with respect to capital requirements imposed on savings banks. In addition, the FDIC has the
authority to recommend to the Director of the OTS that enforcement action be taken with respect to a particular federally chartered savings bank
and, if action is not taken by the Director, the FDIC has authority to take such action under certain circumstances.

This regulation and supervision establishes a comprehensive framework of activities in which a federal savings bank can engage and is intended
primarily for the protection of the Deposit Insurance Fund and depositors. The regulatory structure also gives the regulatory authorities extensive
discretion in connection with their supervisory and enforcement activities and examination policies, including policies with respect to the
classification of assets and the establishment of adequate loan loss reserves for regulatory purposes. Any change in such laws and regulations or
interpretations thereof, whether by the OTS, the FDIC or through legislation, could have a material adverse impact on People�s United Bank and
its operations.

People�s United Bank�s brokerage subsidiaries, People�s Securities and Chittenden Securities, are regulated by the Securities and Exchange
Commission, the Financial Industry Regulatory Authority and state securities regulators. R.C. Knox and Chittenden Insurance Group are subject
to regulation by applicable state insurance regulators.

Federally Chartered Savings Bank Regulation

Activity Powers. Federal savings banks derive their lending, investment and other activity powers primarily from the Home Owners� Loan Act, as
amended, and the regulations of the OTS thereunder. Under these laws and regulations, federal savings banks generally may invest in:

� real estate mortgages;

� consumer and commercial loans;

� certain types of debt securities; and

� certain other assets.
Federal savings banks may also establish service corporations that may, subject to applicable limitations, engage in activities not otherwise
permissible for federal savings banks, including certain real estate equity investments and securities and insurance brokerage activities. People�s
United Bank�s investment powers are subject to various limitations, including (1) a prohibition against the acquisition of any corporate debt
security that is not rated in one of the four highest rating categories; (2) a limit of 400% of a savings bank�s capital on the aggregate amount of
loans secured by non-residential real estate property; (3) a limit of 20% of a savings bank�s assets on commercial loans, with the amount of
commercial loans in excess of 10% of assets being limited to

4
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small business loans; (4) a limit of 35% of a savings bank�s assets on the aggregate amount of consumer loans and acquisitions of certain debt
securities, with amounts in excess of 30% of assets being limited to loans made directly to the original obligor and where no third-party finder or
referral fees were paid; (5) a limit of 5% of assets on non-conforming loans (residential and farm loans in excess of the specific limitations of the
Home Owners� Loan Act); and (6) a limit of the greater of 5% of assets or a savings bank�s capital on certain construction loans made for the
purpose of financing what is or is expected to become residential property. The OTS granted People�s United Bank a phase-in period of three
years from the date of its conversion to a federal savings bank, August 18, 2006, to comply with the Home Owners� Loan Act�s commercial loan
limits, with the ability to seek an additional one-year extension if necessary.

Capital Requirements. The OTS capital regulations require federally chartered savings banks to meet three minimum capital ratios:

� Tangible Capital Ratio�A 1.5% tangible capital ratio, calculated as tangible capital to adjusted total assets.

� Leverage (Core) Capital Ratio�A 4% leverage (core) capital ratio, calculated as core capital to adjusted total assets. The minimum
leverage (core) capital ratio is reduced to 3% if the savings bank received the highest rating on its most recent safety and soundness
examination.

� Risk-Based Capital Ratio�An 8% total risk-based capital ratio, calculated as total capital to risk-weighted assets. For purposes of this
calculation, total capital includes core and supplementary capital, provided that supplementary capital may not exceed 100% of core
capital.

In assessing an institution�s capital adequacy, the OTS takes into consideration not only these numeric factors but also qualitative factors as well,
and has the authority to establish higher capital requirements for individual institutions where necessary. People�s United Bank, as a matter of
prudent management, targets as its goal the maintenance of capital ratios which exceed these minimum requirements and that are consistent with
People�s United Bank�s risk profile. At December 31, 2008, People�s United Bank exceeded each of its capital requirements. See �Regulatory
Capital Requirements� on pages 68 and 69 for a further discussion regarding People�s United Bank�s capital requirements.

The Federal Deposit Insurance Corporation Improvement Act requires that the OTS and other federal banking agencies revise their risk-based
capital standards, with appropriate transition rules, to ensure that they take into account interest rate risk, concentration risk and the risks of
non-traditional activities. The OTS monitors the interest rate risk of individual institutions through the OTS requirements for interest rate risk
management, the ability of the OTS to impose individual minimum capital requirements on institutions that exhibit a high degree of interest rate
risk, and the requirements of Thrift Bulletin 13a, which provides guidance on the management of interest rate risk and the responsibility of
boards of directors in that area.

The OTS continues to monitor the interest rate risk of individual institutions through analysis of the change in net portfolio value. Net portfolio
value is defined as the net present value of the expected future cash flows of an entity�s assets and liabilities and, therefore, hypothetically
represents the value of an institution�s net worth. The OTS has also used this net portfolio value analysis as part of its evaluation of certain
applications or notices submitted by savings banks. The OTS, through its general oversight of the safety and soundness of savings associations,
retains the right to impose minimum capital requirements on individual institutions to the extent the institution is not in compliance with certain
written guidelines established by the OTS regarding net portfolio value analysis. The OTS has not imposed any such requirements on People�s
United Bank.

Safety and Soundness Standards. Pursuant to the requirements of the Federal Deposit Insurance Corporation Improvement Act, as amended by
the Riegle Community Development and Regulatory Improvement Act of 1994, each federal banking agency, including the OTS, has adopted
guidelines establishing general standards relating to internal controls, information and internal audit systems, loan documentation, credit
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underwriting, interest rate exposure, asset growth, asset quality, earnings and compensation, fees and benefits. In general, the guidelines require,
among other things, appropriate systems and practices to identify and manage the risks and exposures specified in the guidelines. The guidelines
prohibit excessive compensation as an unsafe and unsound practice and describe compensation as excessive when the amounts paid are
unreasonable or disproportionate to the services performed by an executive officer, employee, director, or principal stockholder.

In addition, the OTS adopted regulations to require a savings bank that is given notice by the OTS that it is not satisfying any of such safety and
soundness standards to submit a compliance plan to the OTS. If, after being so notified, a savings bank fails to submit an acceptable compliance
plan or fails in any material respect to implement an accepted compliance plan, the OTS may issue an order directing corrective and other
actions of the types to which a significantly undercapitalized institution is subject under the �prompt corrective action� provisions of the Federal
Deposit Insurance Corporation Improvement Act. If a savings bank fails to comply with such an order, the OTS may seek to enforce the order in
judicial proceedings and to impose civil monetary penalties.

Prompt Corrective Action. The Federal Deposit Insurance Corporation Improvement Act also established a system of prompt corrective action
to resolve the problems of undercapitalized institutions. Under this system, the federal bank regulators, including the OTS, are required to take
certain and authorized to take other, supervisory actions against undercapitalized institutions, based upon five categories of capitalization which
the Federal Deposit Insurance Corporation Improvement Act created: �well-capitalized,� �adequately capitalized,� �undercapitalized,� �significantly
undercapitalized� and �critically undercapitalized.� The severity of the action authorized or required to be taken under the prompt corrective action
regulations increases as a bank�s capital decreases within the three undercapitalized categories. All banks are prohibited from paying dividends or
other capital distributions or paying management fees to any controlling person if, following such distribution, the bank would be
undercapitalized. The OTS is required to monitor closely the condition of an undercapitalized savings bank and to restrict the growth of its
assets. An undercapitalized bank is required to file a capital restoration plan within 45 days of the date the bank receives notice or is deemed to
have notice that it is within any of the three undercapitalized categories, and the plan must be guaranteed by any parent holding company. The
aggregate liability of a parent holding company is limited to the lesser of:

� an amount equal to 5% of the bank�s total assets at the time it became �undercapitalized�; and

� the amount that is necessary (or would have been necessary) to bring the bank into compliance with all capital standards applicable
with respect to such bank as of the time it fails to comply with a capital restoration plan.

If a bank fails to submit an acceptable plan, it is treated as if it were �significantly undercapitalized.� Banks that are significantly or critically
undercapitalized are subject to a wider range of regulatory requirements and restrictions. Under OTS regulations, generally, a federal savings
bank is treated as well- capitalized if its total risk-based capital ratio is 10% or greater, its Tier 1 risk-based capital ratio is 6% or greater, and its
leverage ratio is 5% or greater, and it is not subject to any order or directive by the OTS to meet a specific capital level. As of December 31,
2008, People�s United Bank�s regulatory capital ratios exceeded the OTS�s numeric criteria for classification as a �well-capitalized� institution.

Insurance Activities. Federal savings banks are generally permitted to engage in certain insurance and annuity activities through its subsidiaries.
However, federal banking laws prohibit depository institutions from conditioning the extension of credit to individuals upon either the purchase
of an insurance product or annuity from an entity affiliated with the depository institution or an agreement by the consumer not to purchase an
insurance product or annuity from an entity that is not affiliated with the depository institution. Applicable regulations also require prior
disclosure of this prohibition to potential insurance product or annuity customers.

Federal banking agencies, including the OTS, also require depository institutions that offer non-deposit investment products, such as certain
annuity and related insurance products, to disclose to the consumer that the
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products are not federally insured, are not guaranteed by the institution and are subject to investment risk including possible loss of principal.
These disclosure requirements apply if the institution offers the non-deposit investment products directly or through affiliates or subsidiaries.

Deposit Insurance. People�s United Bank is a member of the Deposit Insurance Fund and pays its deposit insurance assessments to the Deposit
Insurance Fund.

Pursuant to the Federal Deposit Insurance Corporation Improvement Act, the FDIC established a system for setting deposit insurance premiums
based upon the risks a particular bank or savings association posed to its deposit insurance fund. Effective January 1, 2007, the FDIC established
a risk-based assessment system for determining the deposit insurance assessments to be paid by insured depository institutions. Under the
assessment system, the FDIC assigns an institution to one of four risk categories, with the first category having two sub-categories based on the
institution�s most recent supervisory and capital evaluations, designed to measure risk. Assessment rates currently range from 0.05% of deposits
for an institution in the highest sub-category of the highest category to 0.43% of deposits for an institution in the lowest category. The FDIC is
authorized to raise the assessment rates as necessary to maintain the required reserve ratio of 1.25%. The FDIC allows the use of credits for
assessments previously paid, and People�s United Bank has credits that will partially offset certain assessments in 2009.

Current economic conditions have resulted in an increased number of bank failures and, consequently, greater use of Deposit Insurance Fund
resources. In response, the FDIC has proposed higher premium assessments for 2009 pursuant to a restoration plan designed to increase the DIF
reserve ratio to required levels. Under the FDIC�s restoration plan, the premium assessment rate was raised by seven basis points beginning on
January 1, 2009 resulting in a 2009 initial base assessment rate of 12 basis points for People�s United Bank. In addition, on February 27, 2009,
the FDIC approved an additional one-time special assessment of 20 basis points on deposits. Further changes in assessment rates are anticipated
later in 2009.

In addition, all FDIC-insured institutions are required to pay assessments to the FDIC at an annual rate of approximately 0.0114% of insured
deposits to fund interest payments on bonds issued by the Financing Corporation, an agency of the federal government established to recapitalize
the predecessor to the Savings Association Insurance Fund. These assessments will continue until the Financing Corporation bonds mature in
2017 through 2019.

Under the Federal Deposit Insurance Act, the FDIC may terminate the insurance of an institution�s deposits upon a finding that the institution has
engaged in unsafe or unsound practices, is in an unsafe or unsound condition to continue operations or has violated any applicable law,
regulation, rule, order or condition imposed by the FDIC.

Transactions with Affiliates. Federal savings banks are subject to the affiliate and insider transaction rules set forth in Sections 23A, 23B, 22(g)
and 22(h) of the Federal Reserve Act, as well as additional limitations as adopted by the Director of the OTS. The OTS regulations regarding
transactions with affiliates and insider transactions generally conform to Regulation W and Regulation O, respectively, issued by the Federal
Reserve Board. Affiliated transactions provisions, among other things, prohibit or limit a savings bank from extending credit to, or entering into
certain transactions with, its affiliates and principal stockholders, directors and executive officers of the Federal savings bank.

In addition, Section 11 of the Home Owners� Loan Act prohibits a savings bank from making a loan to an affiliate that is engaged in non-bank
holding company activities and prohibits a savings bank from purchasing or investing in securities issued by an affiliate that is not a subsidiary.
OTS regulations also includes certain specific exemptions from these prohibitions. The Federal Reserve Board and the OTS require each
depository institution that is subject to the affiliate transaction restrictions of Sections 23A and 23B of the Federal Reserve Act to
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implement policies and procedures to ensure compliance with Regulation W and the OTS regulations regarding transactions with affiliates.

In addition to the insider transaction limitations of Sections 22(g) and 22(h) of the Federal Reserve Act, Section 402 of the Sarbanes-Oxley Act
of 2002 prohibits the extension of personal loans to directors and executive officers of issuers (as defined in the Sarbanes-Oxley Act). The
prohibition, however, does not apply to mortgage loans advanced by an insured depository institution, such as People�s United Bank, that are
subject to the insider lending restrictions of Section 22(h) of the Federal Reserve Act.

Privacy Standards. People�s United Bank is subject to OTS regulations implementing the privacy protection provisions of the
Gramm-Leach-Bliley Act. These regulations require People�s United Bank to disclose its privacy policy, including identifying with whom it
shares �non-public personal information,� to customers at the time of establishing the customer relationship and annually thereafter. In addition,
People�s United Bank is required to provide its customers with the ability to �opt-out� of having People�s United Bank share their non-public
personal information with unaffiliated third parties before the bank can disclose such information, subject to certain exceptions.

In addition to certain state laws governing protection of customer information, People�s United Bank is subject to federal regulatory guidelines
establishing standards for safeguarding customer information. These regulations implement certain provisions of the Gramm-Leach-Bliley Act.
The guidelines describe the agencies� expectations for the creation, implementation and maintenance of an information security program, which
would include administrative, technical and physical safeguards appropriate to the size and complexity of the institution and the nature and
scope of its activities. The standards set forth in the guidelines are intended to ensure the security and confidentiality of customer records and
information, protect against any anticipated threats or hazards to the security or integrity of such records and protect against unauthorized access
to or use of such records or information that could result in substantial harm or inconvenience to any customer. Federal guidelines also impose
certain customer disclosures and other actions in the event of unauthorized access to customer information.

Community Reinvestment Act. Under the Community Reinvestment Act, as implemented by the OTS regulations, any federally chartered
savings bank, including People�s United Bank, has a continuing and affirmative obligation consistent with its safe and sound operation to help
meet the credit needs of its entire community, including low and moderate income neighborhoods. The Community Reinvestment Act does not
establish specific lending requirements or programs for financial institutions nor does it limit an institution�s discretion to develop the types of
products and services that it believes are best suited to its particular community. The Community Reinvestment Act requires the OTS, in
connection with its examination of a federally chartered savings bank, to assess the depository institution�s record of meeting the credit needs of
its community and to take such record into account in its evaluation of certain applications by such institution.

Current Community Reinvestment Act regulations rate an institution based on its actual performance in meeting community needs. In particular,
the evaluation system focuses on three tests:

� a lending test, to evaluate the institution�s record of making loans in its service areas;

� an investment test, to evaluate the institution�s record of investing in community development projects, affordable housing, and
programs benefiting low or moderate income individuals and businesses; and

� a service test, to evaluate the institution�s delivery of services through its branches, ATMs and other offices.
The Community Reinvestment Act also requires all institutions to make public disclosure of their Community Reinvestment Act ratings. People�s
United Bank has received an �outstanding� rating in its most recent Community Reinvestment Act examination performed by the FDIC and the
Connecticut Department of
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Banking in 2006. The federal banking agencies adopted regulations implementing the requirements under the Gramm-Leach-Bliley Act that
insured depository institutions publicly disclose certain agreements that are in fulfillment of the Community Reinvestment Act. People�s United
Bank has no such agreements in place at this time.

Loans to One Borrower. Under the Home Owners� Loan Act, savings banks are generally subject to the national bank limits on loans to one
borrower. Generally, savings banks may not make a loan or extend credit to a single or related group of borrowers in excess of 15% of the
institution�s unimpaired capital and surplus. Additional amounts may be loaned, not in excess of 10% of unimpaired capital and surplus, if such
loans or extensions of credit are secured by readily-marketable collateral. People�s United Bank is in compliance with applicable loans to one
borrower limitations.

Nontraditional Mortgage Products. The federal banking agencies recently published final guidance for institutions that originate or service
nontraditional or alternative mortgage products, defined to include all residential mortgage loan products that allow borrowers to defer
repayment on principal or interest, such as interest-only mortgages and payment option adjustable-rate mortgages. A significant portion of
People�s United Bank�s adjustable-rate residential mortgage loans are alternative mortgage loans.

Recognizing that alternative mortgage products expose institutions to increased risks as compared to traditional loans where payments amortize
or reduce the principal amount, the guidance required increased scrutiny for alternative mortgage products. Institutions that originate or service
alternative mortgages should have (1) strong risk management practices that include maintenance of capital levels and allowance for loan losses
commensurate with the risk; (2) prudent lending policies and underwriting standards that address a borrower�s repayment capacity; and
(3) programs and practices designed to ensure that consumers receive clear and balanced information to assist in making informed decisions
about mortgage products. The guidance also recommends heightened controls and safeguards when an institution combines an alternative
mortgage product with features that compound risk, such as a simultaneous second-lien or the use of reduced documentation to evaluate a loan
application.

People�s United Bank complies with the guidance on non-traditional mortgage products as it is interpreted and applied by the OTS.

Qualified Thrift Lender Test. The Home Owners� Loan Act requires Federal savings banks to meet a Qualified Thrift Lender test. Under the
Qualified Thrift Lender test, a savings bank is required to maintain at least 65% of its �portfolio assets� (total assets less (1) specified liquid assets
up to 20% of total assets; (2) intangibles, including goodwill; and (3) the value of property used to conduct business) in certain �qualified thrift
investments� (primarily residential mortgages and related investments, including certain mortgage-backed securities, credit card loans, student
loans, and small business loans) on a monthly basis during at least 9 out of every 12 months. The OTS granted People�s United Bank an
exception from the Qualified Thrift Lender test for a period of four years from the date of its conversion to a federal charter (August 18, 2006).

A savings bank that fails the Qualified Thrift Lender test and does not convert to a bank charter generally will be prohibited from: (1) engaging
in any new activity not permissible for a national bank; (2) paying dividends not permissible under national bank regulations; and
(3) establishing any new branch office in a location not permissible for a national bank in the institution�s home state. In addition, if the
institution does not requalify under the Qualified Thrift Lender test within three years after failing the test, the institution would be prohibited
from engaging in any activity not permissible for a national bank and may have to repay any outstanding advances from the Federal Home Loan
Bank as promptly as possible.
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Limitation on Capital Distributions. The OTS regulations impose limitations upon certain capital distributions by Federal savings banks, such
as certain cash dividends, payments to repurchase or otherwise acquire its shares, payments to stockholders of another institution in a cash out
merger and other distributions charged against capital.

The OTS regulates all capital distributions by People�s United Bank directly or indirectly to its shareholder, including dividend payments.
People�s United Bank must file a notice with the OTS at least 30 days prior to each capital distribution. However, if the total amount of all capital
distributions (including any proposed capital distribution) for the applicable calendar year exceeds net income for that year to date plus the
retained net income for the preceding two years, as is the case as of December 31, 2008, then People�s United Bank must file an application to
receive the approval of the OTS for a proposed capital distribution.

People�s United Bank may not pay dividends to its shareholder if, after paying those dividends, it would fail to meet the required minimum levels
under risk-based capital guidelines and the minimum leverage and tangible capital ratio requirements or if the OTS notified People�s United Bank
that it was in need of more than normal supervision. Under the Federal Deposit Insurance Act, an insured depository institution such as People�s
United Bank is prohibited from making capital distributions, including the payment of dividends, if, after making such distribution, the
institution would become �undercapitalized� (as such term is used in the Federal Deposit Insurance Act). Payment of dividends by People�s United
Bank also may be restricted at any time at the discretion of the appropriate regulator if it deems the payment to constitute an unsafe and unsound
banking practice. See Note 13 to the Consolidated Financial Statements for a further discussion on capital distributions.

Liquidity. People�s United Bank maintains sufficient liquidity to ensure its safe and sound operation, in accordance with OTS regulations.

Assessments. The OTS charges assessments to recover the cost of examining Federal savings banks and their affiliates. These assessments are
based on three components: (1) the size of the institution on which the basic assessment is based; (2) the institution�s supervisory condition,
which results in an additional assessment based on a percentage of the basic assessment for any savings institution with a composite rating of 3,
4 or 5 in its most recent safety and soundness examination; and (3) the complexity of the institution�s operations, which results in an additional
assessment based on a percentage of the basic assessment for any savings institution that managed over $1 billion in trust assets, serviced for
others loans aggregating more than $1 billion, or had certain off-balance sheet assets aggregating more than $1 billion.

The OTS also assesses fees against savings and loan holding companies, such as People�s United Financial. The OTS semi-annual assessment for
savings and loan holding companies includes a base assessment with an additional assessment based on the holding company�s risk or
complexity, organizational form and condition.

Branching. Under OTS branching regulations, People�s United Bank is generally authorized to open branches within or beyond the State of
Connecticut if People�s United Bank (1) continues to meet the requirements of a �highly-rated� Federal savings bank, and (2) publishes public
notice at least 35 days before opening a branch and no one opposes the branch. If a comment in opposition to a branch opening is filed and the
OTS determines the comment to be relevant to the approval process standards, and to require action in response, the OTS may, among other
things, require a branch application or elect to hold a meeting with People�s United Bank and the person who submitted the comment. OTS
authority preempts any state law purporting to regulate branching by Federal savings banks.

Anti-Money Laundering and Customer Identification. People�s United Bank is subject to OTS and Financial Crimes Enforcement Network
regulations implementing the Bank Secrecy Act, as amended by the Uniting and Strengthening America by Providing Appropriate Tools
Required to Intercept and Obstruct Terrorism Act of 2001, or the USA PATRIOT Act. The USA PATRIOT Act gives the federal government
powers to address terrorist threats through enhanced domestic security measures, expanded surveillance powers,
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increased information sharing, and broadened anti-money laundering requirements. By way of amendments to the Bank Secrecy Act, Title III of
the USA PATRIOT Act takes measures intended to encourage information sharing among banks, regulatory agencies and law enforcement
bodies. Further, certain provisions of Title III impose affirmative obligations on a broad range of financial institutions, including savings banks
like People�s United Bank.

The USA PATRIOT Act and the related OTS regulations impose the following requirements with respect to financial institutions:

� establishment of anti-money laundering programs, including adoption of written procedures, designation of a compliance officer and
auditing of the program;

� establishment of a program specifying procedures for obtaining identifying information from customers seeking to open new
accounts, including verifying the identity of customers within a reasonable period of time;

� establishment of enhanced due diligence policies, procedures and controls designed to detect and report money laundering;

� prohibitions on correspondent accounts for foreign shell banks and compliance with record keeping obligations with respect to
correspondent accounts of foreign banks; and

� requirements that bank regulators consider a holding company�s effectiveness in combating money laundering when ruling on Federal
Reserve Act and Bank Merger Act applications.

Federal Home Loan Bank System. People�s United Bank is a member of the Federal Home Loan Bank (the �FHLB�) system, which consists of
twelve regional Federal Home Loan Banks, each subject to supervision and regulation by the Federal Housing Finance Board. The FHLB
provides a central credit facility primarily for member thrift institutions as well as other entities involved in home mortgage lending. It is funded
primarily from proceeds derived from the sale of consolidated obligations of the Federal Home Loan Banks. It makes loans or advances to
members in accordance with policies and procedures, including collateral requirements, established by the respective boards of directors of the
Federal Home Loan Banks. These policies and procedures are subject to the regulation and oversight of the Federal Housing Finance Board. All
long-term advances are required to provide funds for residential home financing. The Federal Housing Finance Board has also established
standards of community or investment service that members must meet to maintain access to such long-term advances. People�s United Bank, as
a member of the FHLB of Boston, is currently required to purchase and hold shares of capital stock in the FHLB of Boston in amount equal to
0.35% of People�s United Bank Membership Stock Investment Base plus an Activity Based Stock Investment Requirement. The Activity Based
Stock Requirement is equal to 3.0% of any outstanding principal for overnight advances, 4.0% of any outstanding principal for term advances
with an original term of two days to three months and 4.5% of any outstanding principal for term advances with an original term greater than
three months. People�s United Bank is in compliance with these requirements.

Federal Reserve System. Federal Reserve Board regulations require federally chartered savings banks to maintain non-interest-earning cash
reserves against their transaction accounts (primarily negotiable order of withdrawal and demand deposit accounts). Institutions must maintain a
reserve of 3% against aggregate transaction account balances between $9.3 million and $34.6 million (subject to adjustment by the Federal
Reserve Board) plus a reserve of 10% (subject to adjustment by the Federal Reserve Board between 8% and 14%) against that portion of total
transaction account balances in excess of $34.6 million. The first $9.3 million of otherwise reservable balances is exempt from the reserve
requirements. People�s United Bank is in compliance with the foregoing requirements. The required reserves must be maintained in the form of
vault cash, or an interest-bearing account at a Federal Reserve Bank, or a pass-through account as defined by the Federal Reserve Board.
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Market Area and Competition

People�s United Financial�s primary market area is New England, with Connecticut and Vermont having the largest concentration of its loans,
deposits and branches. At December 31, 2008, approximately 42% of the total loan portfolio involves customers within Connecticut. As a result
of the Chittenden acquisition, approximately 33% of the total loan portfolio at December 31, 2008 represents loans to customers located in
Vermont, New Hampshire and Massachusetts. Substantially all of the equipment financing activities of PCLC involve customers outside of New
England. PCLC provides equipment financing for customers in 48 states. At December 31, 2008, approximately 38% of the PCLC portfolio
consisted of loans to customers located in California, Texas, Florida and Illinois. People�s United Financial competes for deposits, loans and
financial services with commercial banks, savings institutions, commercial and consumer finance companies, mortgage banking companies,
insurance companies, credit unions, and a variety of other institutional lenders and securities firms.

As People�s United Financial�s predominant market, Connecticut is one of the most attractive banking markets in the United States with a total
population of approximately 3.6 million and a median household income of $70,814 as of June 30, 2008, ranking second in the United States
and well above the U.S. median household income of $54,749, according to estimates from SNL Securities. Fairfield County, where People�s
United Financial is headquartered, is the wealthiest county in Connecticut, with a June 30, 2008 median household income of $88,571 according
to estimates from SNL Securities. The median household income in Vermont was $54,204 as of June 30, 2008, comparable to the national level.

The principal basis of competition for deposits is the interest rate paid for those deposits and related fees, convenient access to services through
traditional and non-traditional delivery alternatives and the quality of services to customers. The principal basis of competition for loans is
through the interest rates and loan fees charged and by developing relationships based on the efficiency, convenience and quality of services
provided to borrowers. Further competition has been created through the rapid acceleration of commerce conducted over the Internet. This has
enabled institutions, including People�s United Financial, to compete in markets outside their traditional geographic boundaries.

Personnel

As of December 31, 2008, People�s United Financial, had 4,079 full-time and 675 part-time employees.

Access to Information

As a public company, People�s United Financial is subject to the informational requirements of the Securities Exchange Act of 1934, as amended
and, in accordance therewith, files reports, proxy and information statements and other information with the Securities and Exchange
Commission. Such reports, proxy and information statements and other information can be inspected and copied at prescribed rates at the public
reference facilities maintained by the Securities and Exchange Commission at 100 F Street N.E., Mail Stop 5100, Washington, D.C. 20549 and
are available on the Securities and Exchange Commission�s EDGAR database on the internet at www.sec.gov. People�s United Financial�s
common stock is listed on the NASDAQ Global Select Market under the symbol �PBCT�.

Copies of many of these reports are also available through People�s United Financial�s website at www.peoples.com.

People�s United Financial currently provides website access to the following reports:

Form 10-K (most recent filing and any related amendments)

Form 10-Q (four most recent filings and any related amendments)

Form 8-K (all filings in most recent 12 months and any related amendments)
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Annual Report to Shareholders (two most recent years)

Proxy Statement for Annual Meeting of Shareholders (two most recent years)

Item 1A. Risk Factors
Changes in Interest Rates Could Adversely Affect Our Results of Operations and Financial Condition

People�s United Financial makes most of its earnings based on the difference between interest it earns compared to interest it pays. This
difference is called the �interest spread.� People�s United Financial earns interest on loans and to a much lesser extent on securities and short-term
investments. These are called �interest-earning assets.� People�s United Financial pays interest on some forms of deposits and on funds it borrows
from other sources. These are called �interest-bearing liabilities.�

People�s United Financial interest spread can change depending on when interest rates earned on interest-earning assets change, compared to
when interest rates paid on interest-bearing liabilities change. Some rate changes occur while these assets or liabilities are still on People�s United
Financial�s books. Other rate changes occur when these assets or liabilities mature and are replaced by new interest-earning assets or
interest-bearing liabilities at different rates. It may be difficult to replace interest-earning assets quickly, since customers may not want to borrow
money when interest rates are high, or People�s United Financial may not be able to make loans that meet its lending standards. People�s United
Financial interest spread may also change based on the mix of interest-earning assets and interest-bearing liabilities.

People�s United Financial interest spread may be lower if the timing of interest rate changes is different for its interest-earning assets compared to
its interest-bearing liabilities. For example, if interest rates go down, People�s United Financial will earn less on some of its interest-earning
assets while it is still locked into paying higher rates on some of its interest-bearing liabilities. On the other hand, if interest rates go up, People�s
United Financial might have to pay more on some of its interest-bearing liabilities while it is still locked in to receiving lower rates on some of
its interest-earning assets.

People�s United Financial manages this risk using many different techniques. If it is not successful in managing this risk, People�s United
Financial may be less profitable.

Changes in Our Asset Quality Could Adversely Affect Our Results of Operations and Financial Condition

Asset quality measures the performance of a borrower in repaying a loan, with interest, on time. In recent years, we have benefited from
consistently strong asset quality. It is unlikely that our asset quality will remain as strong as it has been for the past several years, particularly if
the economy continues to deteriorate.

The Success of Our Stop & Shop Branches Depends on the Success of the Stop & Shop Brand

One element of our strategy is to focus on increasing deposits by providing a wide range of convenient services to our customers. An integral
component of this strategy is People�s United Financial supermarket banking initiative, pursuant to which, as of December 31, 2008, People�s
United Financial has established 79 full-service Stop & Shop branches that provide customers with the convenience of seven-day-a-week
banking. At December 31, 2008, 26% of People�s United Financial branches were located in Stop & Shop supermarkets.

People�s United Financial currently has exclusive branching rights in Stop & Shop supermarkets in the state of Connecticut, in the form of a
license agreement between The Stop & Shop Supermarket Company and People�s United Financial, which provides for the leasing of space to
People�s United Financial within Stop & Shop supermarkets for branch use. People�s United Financial has the exclusive right to branch in these
supermarkets until 2012, provided that People�s United Financial does not default on its obligations under the licensing agreement. People�s
United Financial has the option to extend the license agreement until 2022.
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Stop & Shop is currently the leading grocery store in Connecticut, with nearly twice the market share of its closest competitor, according to
Modern Grocer. The success of People�s United Financial supermarket branches is dependent, in part, on the success of the Stop & Shop
supermarkets in which they are located. A drop in Stop & Shop�s market share, a decrease in the number of Stop & Shop locations or customers,
or a decline in the overall quality of Stop & Shop supermarkets could result in decreased business for the Stop & Shop branches, in the form of
fewer loan originations, lower deposit generation and fewer overall branch transactions, and could influence market perception of People�s
United Financial Stop & Shop supermarket branches as convenient banking locations. Under the terms of the license agreement, People�s United
Financial has the obligation to open branches in new Connecticut Stop & Shop locations through 2012, even if Stop & Shop�s market share
declines or the value of the Stop & Shop brand is diminished.

We Depend on Our Executive Officers and Key Personnel to Continue the Implementation of Our Long-Term Business Strategy and
Could Be Harmed by the Loss of Their Services

We believe that our continued growth and future success will depend in large part upon the skills of our management team. The competition for
qualified personnel in the financial services industry can be intense, and the loss of our key personnel or an inability to continue to attract, retain
and motivate key personnel could adversely affect our business.

Our Business Is Affected by the International, National, Regional and Local Economy Generally, and the Geographic Concentration of
Our Loan Portfolio and Lending Activities Makes Us Vulnerable to a Downturn in the Local Economy

Changes in international, national, regional and local economic conditions affect our business. If economic conditions change significantly or
quickly, our business operations could suffer, and we could become weaker financially as a result.

At December 31, 2008, approximately 42% of People�s United Financial�s loans by outstanding principal amount were to people and businesses
located in the state of Connecticut, or involved property located in Connecticut. As a result of People�s United Financial�s acquisition of
Chittenden�s $5.7 billion loan portfolio, approximately 33% of the total loan portfolio at December 31, 2008 represents loans to customers
located in Vermont, New Hampshire and Massachusetts. How well we perform depends very much on the health of these economies,
particularly Connecticut, and we expect that to remain true for the foreseeable future. Last year, Connecticut residents, on average, earned more
than the residents of any other state in the country. Connecticut�s unemployment rate at December 31, 2008 was 7.1%, in-line with the national
rate.

If the general economic situation deteriorates, or there are negative trends in the stock market, the New England economy could suffer more than
the national economy. This would be especially likely in Fairfield County, Connecticut, where People�s United Financial has many of its
branches and where many of its customers reside, because of the large number of Fairfield County residents who are professionals in the
financial services industry.

People�s United Financial could experience losses in its real estate-related loan portfolios if the prices for housing and other kinds of real estate
decreased significantly in New England. Even though Connecticut (especially Fairfield County) has some of the highest housing prices in the
country, property values can decrease. This has happened before (as recently as the early 1990s), and prices have been declining since the
second half of 2007.

Decreases in real estate values could adversely affect the value of property used as collateral for our loans. Adverse changes in the economy may
also have a negative effect on the ability of our borrowers to make timely repayments of their loans, which would have an adverse impact on our
earnings. In addition, if poor economic
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conditions result in decreased demand for real estate loans, our profits may decrease because our other investments may earn less income for us
than real estate loans.

During 2008 and 2007, there has been a decline in the housing and real estate markets and in the general economy, both nationally and locally
with some reports indicating that the national economy is bordering on a recession. Housing market conditions in the Northeast quadrant of the
United States, where most of our lending activity occurs, have deteriorated during 2008 as evidenced by reduced levels of sales, increasing
inventories of houses on the market, declining house prices and an increase in the length of time houses remain on the market. No assurance can
be given that these conditions will improve or will not worsen or that such conditions will not result in a decrease in our interest income, an
increase in our non-performing loans, an increase in our provision for loan losses or an adverse impact on our loan losses.

The second half of 2007 and all of 2008 has been highlighted by significant disruption and volatility in the financial and capital marketplaces.
This turbulence has been attributable to a variety of factors, including the fallout associated with the sub-prime mortgage market. One aspect of
this fallout has been significant deterioration in the activity of the secondary residential mortgage market. The disruptions have been exacerbated
by the acceleration of the decline of the real estate and housing market. No assurance can be given that these conditions will improve or will not
worsen or that such conditions will not result in a decrease in our interest income or an adverse impact on our loan losses.

In Response to Competitive Pressures, Our Costs Could Increase if We Were Required to Increase Our Service and Convenience Levels
or Our Margins Could Decrease if We Were Required to Increase Deposit Rates or Lower Interest Rates on Loans

People�s United Financial faces significant competition for deposits and loans. In deciding where to deposit their money, many people look first
at the interest rate they will earn. They also might think about whether the bank offers other kinds of services they might need and, if they have
ever been a customer of the bank before, what their experience was like. People also like convenience, so the number of offices and banking
hours may be important. Some people also think that on-line services are important.

People�s United Financial competes with other banks, credit unions, brokerage firms and money market funds for deposits. Some people may
decide to buy bonds or similar kinds of investments issued by companies or by the U.S., state and local governments and agencies, instead of
opening a deposit account.

In making decisions about loans, many people look first at the interest rate they will have to pay. They also think about any extra fees they might
have to pay in order to get the loan. Some people also think about whether the bank offers other kinds of services they might need and, if they
have ever been a customer of the bank before, what their experience was like. Many business loans are more complicated because there may not
be a standard kind of loan that meets all of the customer�s needs. Business borrowers look at many different factors that are not all financial in
nature. Examples include the kind and amount of security the lender wants and other terms of the loan that do not involve the interest rate.

People�s United Financial competes with other banks, credit unions, credit card issuers, finance companies, mortgage lenders and mortgage
brokers for loans. Insurance companies also compete with People�s United Financial for some kinds of commercial loans.

Many of People�s United Financial�s competitors have branches in the same market area as it does. Some of them are much larger than it is. The
New England region, including Connecticut, which is People�s United Financial�s predominant market, and specifically Fairfield County, where
People�s United Financial is headquartered, is an attractive banking market. Many locally-based banks have been acquired by large regional and
national companies in the last several years. We expect this trend to continue. This means that there are not
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as many competitors in our market as there used to be, but the ones that are left are usually bigger and have more resources than the ones they
acquired.

People�s United Financial also has competition from outside its own market area. A bank that does not have any branches in New England can
still have customers here by providing banking services on-line. It costs money to set up and maintain a branch system. Banks that do not spend
as much money as People�s United Financial does on branches might be more profitable than it is, even if they pay higher interest on deposits and
charge lower interest on loans.

Changes in Federal and State Regulation Could Adversely Affect Our Results of Operations and Financial Condition

The banking business is heavily regulated by the federal and state governments. Banking laws and rules are for the most part intended to protect
depositors, not stockholders.

Banking laws and rules can change at any time. The government agencies responsible for supervising People�s United Financial�s business can
also change the way they interpret these laws and rules, even if the rules themselves do not change. We need to make sure that our business
activities comply with any changes in these rules or the interpretation of the rules. We might be less profitable if we have to change the way we
conduct business in order to comply. Our business might suffer in other ways as well.

Changes in state and federal tax laws can make our business less profitable. Changes in the accounting rules we are required to follow may also
make us less profitable. Changes in the government�s economic and monetary policies may hurt our ability to compete for deposits and loans.
Changes in these policies can also make it more expensive for us to do business.

The government agencies responsible for supervising our business can take drastic action if they think we are not conducting business safely or
are too weak financially. They can force People�s United Financial to hold additional capital, pay higher deposit insurance premiums, stop paying
dividends, stop making certain kinds of loans or stop offering certain kinds of deposits. If the agencies took any of these steps or other similar
steps, it would probably make our business less profitable.

The OTS letter dated July 3, 2006 approving, among other things, People�s United Bank�s conversion from a Connecticut savings bank to a
Federal savings bank, granted People�s United Bank (1) a phase-in period of three years from the date of its conversion to a Federal savings bank,
August 18, 2006, to comply with the Home Owners� Loan Act�s commercial loan limits, with the ability to seek an additional one-year extension
if necessary; and (2) an exception from the Qualified Thrift Lender test for a period of four years from the date of its conversion to a federal
charter. The manner in which the OTS interprets or applies its phase-in period can also make it more expensive for us to do business, make our
business less profitable and limit our strategic flexibility.

If People�s United Financial�s Allowance for Loan Losses Is Not Sufficient to Cover Actual Loan Losses, Our Earnings Would Decrease

People�s United Financial is exposed to the risk that customers will not be able to repay their loans. This risk is inherent in the lending business.
There is also the risk that the customer�s collateral will not be sufficient to cover the balance of their loan, as underlying collateral values
fluctuate with market changes. People�s United Financial records an allowance for loan losses to cover probable losses inherent in the existing
loan portfolio. The allowance for loan losses is established through provisions for loan losses charged to income. Losses on loans, including
impaired loans, are charged to provision expense or to the allowance for loan losses when all or a portion of a loan is deemed to be uncollectible.
Recoveries of loans previously charged off are credited to the allowance for loan losses when realized.
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People�s United Financial maintains the allowance for loan losses at a level that is deemed adequate to absorb probable losses inherent in the
existing loan portfolio, based on a quarterly evaluation of a variety of factors. These factors include, but are not limited to: its historical loan loss
experience and recent trends in that experience; risk ratings assigned by lending personnel to commercial real estate, commercial and PCLC
loans, and the results of ongoing reviews of those ratings by its independent loan review function; an evaluation of delinquent and
non-performing loans and related collateral values; the probability of loss in view of geographic and industry concentrations and other portfolio
risk characteristics; the present financial condition of borrowers; and current economic conditions. While People�s United Financial seeks to use
the best available information to make these evaluations, and at December 31, 2008, management believed that the allowance for loan losses was
adequate to cover probable losses inherent in the existing loan portfolio, it is possible that borrower defaults could exceed the current estimates
for loan losses, which would reduce earnings. In addition, future increases to the allowance for loan losses may be necessary based on changes in
economic conditions, results of regulatory examinations, further information obtained regarding known problem loans, increasing charge-offs of
existing problem loans, or the identification of additional problem loans and other factors, which would also reduce earnings.

People�s United Financial May Fail To Successfully Complete the Integration of Chittenden�s Operations and Realize All of the
Anticipated Benefits of the Acquisition.

On January 1, 2008, People�s United Financial acquired the Chittenden Corporation and its six banks. The ultimate success of the acquisition will
depend, in part, on the ability of People�s United Financial to realize the anticipated benefits from combining the businesses of People�s United
Financial and Chittenden. However, to realize these anticipated benefits, People�s United Financial must successfully combine the businesses of
People�s United Financial and Chittenden. If People�s United Financial is not able to achieve these objectives, the anticipated benefits of the
merger may not be realized fully or at all or may take longer to realize than expected.

Item 1B. Unresolved Staff Comments
None.

Item 2. Properties
People�s United Financial�s corporate headquarters is located at Bridgeport Center, in Bridgeport, Connecticut. The Bridgeport Center building
had a net book value of $64.0 million at December 31, 2008 and People�s United Financial occupies approximately 91% of the building; all other
available office space has been leased to unrelated parties. People�s United Financial delivers its financial services through a network of branches
located throughout New England and Westchester County, New York. People�s United Financial�s branch network is primarily concentrated in
Connecticut, where it has 160 offices (including 78 located in Stop & Shop supermarkets), with 63 located in Fairfield County. People�s United
Financial also has 49 branches in Vermont, 36 branches in New Hampshire, 32 branches in Maine (including 1 located in a Stop & Shop
supermarket), 20 branches in Massachusetts, and 4 branches in Westchester County. People�s United Financial owns 99 of its branches, which
had an aggregate net book value of $55.4 million at December 31, 2008. People�s United Financial�s remaining banking operations are conducted
in leased offices. Information regarding People�s United Financial�s operating leases for office space and related rent expense appears in Note 20
to the Consolidated Financial Statements.

Item 3. Legal Proceedings
The information required by this item appears in Note 20 to the Consolidated Financial Statements.

Item 4. Submission of Matters to a Vote of Security Holders
None.
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Part II

Item 5. Market for Registrant�s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
The common stock of People�s United Financial, Inc. is listed on the NASDAQ Global Select Market under the symbol PBCT. On February 13,
2009, the closing price of People�s United Financial, Inc. common stock was $17.09. As of that date, there were approximately 21,800 record
holders of People�s United Financial, Inc. common stock.

Five-Year Performance Comparison

The following graph compares total shareholder return on People�s United Financial common stock over the last five fiscal years with (a) the
Standard & Poor�s 500 Stock Index (the �S & P 500 Stock Index�), (b) the Russell Midcap Index, and (c) the SNL Thrift Index-Assets Greater than
$10 Billion (the �Large Thrift Index�). Index values are as of December 31 of the indicated year.

The graph assumes $100 invested on December 31, 2003 in each of People�s United Financial�s common stock, the S & P 500 Stock Index, the
Russell Midcap Index, and the Large Thrift Index. The graph also assumes reinvestment of all dividends.

The Russell Midcap Index is a market-capitalization weighted index comprised of 800 publicly-traded companies which are among the 1,000
largest U.S. companies (by market capitalization) but not among the 200 largest such companies. People�s United Financial is included as a
component of the Russell Midcap Index. The Large Thrift Index is an index prepared by SNL Securities comprised of 9 thrift institutions
(including People�s United Financial) located throughout the United States and having assets in excess of $10 billion.

People�s United Financial was added to the S&P 500 Stock Index in November 2008.

Additional information required by this item is included in Part III, Item 12 of this report, and Notes 13 and 25 to the Consolidated Financial
Statements.
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Item 6. Selected Financial Data
People�s United Financial acquired Chittenden Corporation on January 1, 2008. The acquisition was accounted for using the purchase method of
accounting. Accordingly, financial data for periods prior to the acquisition date do not include Chittenden Corporation.

As of and for the years ended December 31 (dollars in millions, except
per share data) 2008 2007 2006 2005 2004
Operating Data:
Net interest income - FTE $ 640.3 $ 486.6 $ 382.4 $ 370.0 $ 327.4
Provision for loan losses 26.2 8.0 3.4 8.6 13.3
Non-interest income 303.6 185.4 147.4 173.3 151.7
Non-interest expense (1) 706.3 439.3 346.9 344.4 479.7
Income (loss) from continuing operations 139.5 149.2 121.7 125.9 (5.6)
Income from discontinued operations (2) �  1.5 2.3 11.2 205.3
Net income 139.5 150.7 124.0 137.1 199.7

Selected Statistical Data:
Net interest margin 3.62% 4.12% 3.87% 3.68% 3.33%
Return on average assets (3) 0.68 1.18 1.15 1.27 1.86
Return on average tangible assets (3) 0.74 1.19 1.16 1.28 1.88
Return on average stockholders� equity (3) 2.7 4.2 9.4 11.1 17.6
Return on average tangible stockholders� equity (3) 3.8 4.3 10.2 12.1 19.5
Efficiency ratio 66.3 56.1 61.3 62.8 69.2

Financial Condition Data:
Total assets $ 20,168 $ 13,555 $ 10,687 $ 10,933 $ 10,718
Loans 14,566 8,950 9,372 8,573 7,933
Securities 1,902 61 77 1,363 2,071
Short-term investments (4) 1,139 3,516 225 57 24
Allowance for loan losses 158 73 74 75 73
Goodwill and other acquisition-related intangibles 1,536 104 105 106 110
Deposits 14,269 8,881 9,083 9,083 8,862
Borrowings 188 �  4 295 341
Subordinated notes 181 65 65 109 122
Stockholders� equity 5,176 4,445 1,340 1,289 1,200
Non-performing assets 94 26 23 22 29

Ratios:
Net loan charge-offs to average loans 0.10% 0.10% 0.05% 0.07% 0.15%
Non-performing assets to total loans, real estate owned and repossessed
assets 0.64 0.29 0.24 0.26 0.36
Allowance for loan losses to total loans 1.08 0.81 0.79 0.87 0.91
Average stockholders� equity to average total assets 25.6 28.1 12.3 11.5 10.6
Stockholders� equity to total assets 25.7 32.8 12.5 11.8 11.2
Tangible stockholders� equity to tangible assets 19.5 32.3 11.7 10.9 10.3
Total risk-based capital (5) 13.4 33.4 16.1 16.4 16.7

Per Common Share Data:
Basic earnings per share $ 0.42 $ 0.52 $ 0.42 $ 0.46 $ 0.68
Diluted earnings per share 0.42 0.52 0.41 0.46 0.68
Dividends paid per share (6) 0.58 0.52 0.46 0.40 0.36
Dividend payout ratio (6) 139.4% 87.0% 48.3% 38.3% 22.9%
Book value (end of period) $ 15.45 $ 15.43 $ 4.49 $ 4.33 $ 4.06
Tangible book value (end of period) 10.87 15.07 4.13 3.98 3.69
Stock price:
High 21.76 22.81 21.62 16.07 14.12
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Low 13.92 14.78 14.29 11.42 6.88
Close (end of period) 17.83 17.80 21.25 14.79 12.35
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(1) Includes $51.3 million of merger-related expenses and other one-time charges in 2008, the $60.0 million contribution to The People�s
United Community Foundation in 2007, and liability restructuring costs of $2.7 million and $133.4 million in 2005 and 2004, respectively.

(2) Includes after-tax gains of $6.2 million in 2005 and $198.5 million in 2004 related to the sale of the credit card business in March 2004.
(3) Calculated based on net income for all years.
(4) Includes securities purchased under agreements to resell.
(5) Total risk-based capital ratios presented are for People�s United Bank and, as such, do not reflect the additional capital residing at People�s

United Financial, Inc. in 2008 and 2007. Ratios are calculated in accordance with Office of Thrift Supervision regulations for all periods
since December 31, 2006 and Federal Deposit Insurance Corporation regulations for all prior periods.

(6) Reflects the waiver of dividends on the substantial majority of the common shares owned by People�s Mutual Holdings prior to completing
the second-step conversion in April 2007.
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Item 7. Management�s Discussion and Analysis of Financial Condition and Results of Operations
Forward-Looking Statements

Periodic and other filings made by People�s United Financial with the Securities and Exchange Commission pursuant to the Securities Exchange
Act of 1934 (the �Exchange Act�) may from time to time contain information and statements that are forward-looking in nature. Such filings
include the Annual Report on Form 10-K, Quarterly Report on Form 10-Q and Current Report on Form 8-K, and may include other forms such
as proxy statements. Other written or oral statements made by People�s United Financial or its representatives from time to time may also contain
forward-looking statements.

In general, forward-looking statements usually use words such as �may,� �believe,� �expect,� �anticipate,� �should,� �plan,� �estimate,� �predict,� �continue� and
�potential� or the negative of these terms or other comparable terminology. Examples of forward-looking statements include, but are not limited
to, estimates with respect to People�s United Financial�s financial condition, results of operations and business that are subject to various factors
which could cause actual results to differ materially from these estimates. Forward-looking statements represent management�s beliefs, based
upon information available at the time the statements are made, with regard to the matters addressed; they are not guarantees of future
performance.

All forward-looking statements are subject to risks and uncertainties that could cause People�s United Financial�s actual results or financial
condition to differ materially from those expressed in or implied by such statements. Factors of particular importance to People�s United
Financial include, but are not limited to: (1) changes in general, national or regional economic conditions; (2) changes in interest rates;
(3) changes in loan default and charge-off rates; (4) changes in deposit levels; (5) changes in levels of income and expense in non-interest
income and expense related activities; (6) residential mortgage and secondary market activity; (7) changes in accounting and regulatory guidance
applicable to banks; (8) price levels and conditions in the public securities markets generally; (9) competition and its effect on pricing, spending,
third-party relationships and revenues; and (10) the successful completion of the integration of Chittenden Corporation.

All forward-looking statements can be affected by inaccurate assumptions or by known or unknown risks and uncertainties. Consequently, no
forward-looking statement can be guaranteed. People�s United Financial does not undertake any obligation to update or revise any
forward-looking statements, whether as a result of new information, future events or otherwise.

Recent Market Developments

In response to the unprecedented challenges currently affecting the banking system, the Federal government recently announced several
programs designed to address a variety of issues facing the financial sector.

Emergency Economic Stabilization Act of 2008

Troubled Asset Relief Program

On October 3, 2008, the Emergency Economic Stabilization Act of 2008 (the �EESA�) was signed into law. The EESA, which is intended to
stabilize and provide liquidity to the U.S. financial markets, authorized the U.S. Treasury, acting in accordance with the provisions of the
Troubled Asset Relief Program (the �TARP�), to (i) purchase up to $700 billion of mortgages, mortgage-backed securities, and certain other
financial instruments from financial institutions, and (ii) establish a program to guarantee certain assets issued by financial institutions prior to
March 14, 2008. The company has decided not to sell any of its assets pursuant to the TARP or to participate in the asset guarantee program.
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On October 14, 2008, the U.S. Treasury announced a plan to employ a portion of its purchasing authority, as provided for by the EESA, in
making direct equity investments in qualifying banks and thrifts. Under this program, known as the Troubled Asset Relief Program Capital
Purchase Program (the �TARP CPP�), the U.S. Treasury will utilize up to $250 billion of the $700 billion authorized by the EESA to purchase
preferred stock in qualifying institutions that request such investments. The preferred stock TARP CPP contains a number of provisions, some of
which could reduce investment returns to participating banks� shareholders by restricting dividends to common shareholders, diluting existing
shareholders� interests, and restricting capital management practices. People�s United Bank currently exceeds all applicable regulatory capital
requirements and remains well capitalized. The company did not apply for equity capital under the TARP CPP.

FDIC Insurance Coverage / Assessments

The Federal Deposit Insurance Corporation (the �FDIC�) insures deposits at FDIC insured financial institutions up to certain limits, charging
premiums to maintain the Deposit Insurance Fund (the �DIF�) at specified levels. Such premiums may vary based on the risk profile of the insured
institution. Current economic conditions have resulted in an increased number of bank failures and, consequently, greater use of DIF resources.
In response, the FDIC has proposed higher premium assessments for 2009 pursuant to a restoration plan designed to increase the DIF reserve
ratio to required levels. Under the FDIC�s proposed restoration plan, the premium assessment rate was raised by seven basis points beginning on
January 1, 2009 resulting in a 2009 initial base assessment rate of 12 basis points for People�s United Bank. In addition, on February 27, 2009,
the FDIC approved an additional one-time special assessment of 20 basis points on deposits. Further changes in assessment rates are anticipated
later in 2009.

The EESA increased the FDIC deposit insurance limit from $100,000 to $250,000 per depositor through December 31, 2009. In addition, on
October 14, 2008, the FDIC announced the Temporary Liquidity Guarantee Program, which consists of two components: temporary unlimited
deposit insurance on funds in non-interest-bearing transaction deposit accounts not otherwise covered by the increased $250,000 deposit
insurance limit (the �Transaction Account Guarantee Program�) and a temporary guarantee of certain newly-issued unsecured debt (the �Debt
Guarantee Program�). All eligible institutions were covered under both programs for the first 30 days without incurring any costs. After the initial
30 day period, institutions participating in the Transaction Account Guarantee Program are assessed a 10 basis point surcharge on the additional
insured deposits and institutions participating in the Debt Guarantee Program are subject to an annualized charge equal to 75 basis points. The
company has elected to participate in the Transaction Account Guarantee Program as it participates in all other FDIC deposit insurance
programs. While People�s United Financial has retained its right to do so, the company does not, at this time, intend to issue senior unsecured
debt securities under the Debt Guarantee Program.

Based on the FDIC�s proposal to increase the premium assessment rate, the special assessment announced in February 2009, and the company�s
participation in the Transaction Account Guarantee Program, the company�s cost of deposit insurance is expected to increase significantly in
2009. The actual amount of the increase will be dependent on several factors, including: (i) deposit levels; (ii) the company�s risk profile; and
(iii) whether the FDIC�s restoration plan is adopted as proposed or amended.

The actions described above, together with additional actions announced by the U.S. Treasury and other regulatory agencies continue to develop.
It is not clear at this time what impact the EESA, the TARP, the TARP CPP, or other liquidity and funding programs of the U.S. Treasury and
bank regulatory agencies, whether previously announced or initiated in the future, will have on the capital markets and the financial services
industry. The extreme levels of market volatility and limited credit availability currently being experienced could continue to adversely affect the
U.S. banking industry and the broader U.S. and global economies for the foreseeable future, which will have an effect on all financial
institutions, including People�s United Financial.
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General

People�s United Financial, Inc. (�People�s United Financial�) is a savings and loan holding company incorporated under the state laws of Delaware
and the holding company for People�s United Bank. On April 16, 2007, People�s United Financial, People�s United Bank and People�s Mutual
Holdings completed their second-step conversion from a mutual holding company structure to a fully-public stock holding company structure.
See Note 2 to the Consolidated Financial Statements for a further discussion of the second-step conversion. People�s United Financial is
regulated by the Office of Thrift Supervision (the �OTS�) and is subject to OTS examination, supervision and reporting requirements. People�s
United Financial had not engaged in any business through March 31, 2007; accordingly, the financial information for periods prior to March 31,
2007 is that of People�s United Bank. On June 6, 2007, People�s Bank changed its name to People�s United Bank. The name �People�s United Bank�
is used to refer to the Bank both before and after the name change.

On January 1, 2008, People�s United Financial completed its acquisition of Chittenden Corporation, a multi-bank holding company
headquartered in Burlington, Vermont. At December 31, 2007, Chittenden had total assets of $7.4 billion, total loans of $5.7 billion, total
deposits of $6.2 billion and 140 branches. The six former Chittenden banks, which continue to do business under their existing names as
divisions of People�s United Bank, are: Chittenden Trust Company based in Burlington, Vermont; Flagship Bank and Trust Company based in
Worcester, Massachusetts; Maine Bank & Trust Company based in Portland, Maine; Merrill Merchants Bank based in Bangor, Maine; Ocean
Bank based in Portsmouth, New Hampshire; and The Bank of Western Massachusetts based in Springfield, Massachusetts.

The acquisition was accounted for using the purchase method of accounting and accordingly, Chittenden�s assets and liabilities were recorded by
People�s United Financial at their estimated fair values as of January 1, 2008. Financial data for periods prior to the acquisition date do not
include the results of Chittenden. See Note 3 to the Consolidated Financial Statements for a further discussion of the acquisition.

People�s United Bank is a federally-chartered stock savings bank headquartered in Bridgeport, Connecticut with $19.3 billion in total assets as of
December 31, 2008. People�s United Bank was organized in 1842 as a mutual savings bank, converted to stock form in 1988, and in 2006
converted from a Connecticut-chartered stock savings bank to a federally-chartered stock savings bank. Deposits are insured up to applicable
limits by the DIF of the FDIC. People�s United Bank is regulated by the OTS.

The principal business of People�s United Financial is to provide, through People�s United Bank and its subsidiaries, commercial banking, retail
and small business banking, and wealth management services to individual, corporate and municipal customers. Traditional banking activities
are conducted primarily within New England and include extending secured and unsecured commercial and consumer loans, originating
mortgage loans secured by residential and commercial properties, and accepting consumer, commercial and municipal deposits. In addition to
traditional banking activities, People�s United Bank provides specialized financial services tailored to specific markets including: personal,
institutional and employee benefit trust; cash management; and municipal banking and finance. Through its non-banking subsidiaries, People�s
United Bank offers: brokerage, financial advisory services, investment management services and life insurance through People�s Securities, Inc.
and Chittenden Securities, LLC; equipment financing through People�s Capital and Leasing Corp. (�PCLC�); and other insurance services through
R.C. Knox and Company, Inc. and Chittenden Insurance Group, LLC.

This full range of financial services is delivered through a network of over 300 branches, including 79 full-service Stop & Shop supermarket
branches that provide customers with seven-day-a-week banking, 43 investment and brokerage offices, nine PCLC offices and 16 commercial
banking offices. People�s United Bank�s distribution network also includes online banking and investment trading, a 24-hour telephone banking
service and participation in a worldwide ATM network.
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PCLC maintains a sales presence in six states to support its equipment financing operations outside of New England. Within the Commercial
Banking division, People�s United Bank maintains a national credits group, which has participated in commercial loans and commercial real
estate loans to borrowers in various industries on a national scale.

People�s United Financial�s results of operations are largely dependent upon revenues generated through net interest income and fee-based
revenues and, to a much lesser extent, other forms of non-interest income such as gains on asset sales. Sources for these revenues are diversified
across People�s United Financial�s three primary business segments that represent its core businesses, Commercial Banking, Retail Banking and
Small Business, and Wealth Management, and to a lesser extent, Treasury. People�s United Financial�s results of operations are also significantly
affected by the provision for loan losses and the level of non-interest expense. In addition, People�s United Financial�s results of operations may
also be affected by general and local economic conditions, changes in market interest rates, government policies and actions of regulatory
authorities.

Critical Accounting Policies

In preparing the Consolidated Financial Statements, People�s United Financial is required to make significant estimates and assumptions that
affect the reported amounts of assets, liabilities, revenues and expenses. Actual results could differ from People�s United Financial�s current
estimates, as a result of changing conditions and future events. Several accounting estimates are particularly critical and are susceptible to
significant near-term change, including the allowance for loan losses, the valuation of derivative financial instruments, and asset impairment
judgments, such as the recoverability of goodwill and other intangible assets and other-than-temporary declines in the value of securities. The
current economic environment has increased the degree of uncertainty inherent in these significant estimates. People�s United Financial�s
significant accounting policies and critical estimates are summarized in Note 1 to the Consolidated Financial Statements.

Allowance for Loan Losses. The allowance for loan losses is established through provisions for loan losses charged to income. Losses on loans,
including impaired loans, are charged to the allowance for loan losses when all or a portion of a loan is deemed to be uncollectible. Recoveries
of loans previously charged off are credited to the allowance when realized.

Management maintains the allowance for loan losses at a level that is deemed adequate to absorb probable losses inherent in the existing loan
portfolio, based on a quarterly evaluation of a variety of factors. These factors include, but are not limited to: People�s United Financial�s
historical loan loss experience and recent trends in that experience; risk ratings assigned by lending personnel to commercial real estate,
commercial and PCLC loans, and the results of ongoing reviews of those ratings by People�s United Financial�s independent loan review function;
an evaluation of delinquent and non-performing loans and related collateral values; the probability of loss in view of geographic and industry
concentrations and other portfolio risk characteristics; the present financial condition of borrowers; and current economic conditions. While
management seeks to use the best available information to make these evaluations, future adjustments to the allowance for loan losses may be
necessary based on changes in economic conditions, results of regulatory examinations, further information obtained regarding known problem
loans, the identification of additional problem loans and other factors.

The allowance for loan losses consists of amounts determined in accordance with Statement of Financial Accounting Standards (�SFAS�) No. 5,
�Accounting for Contingencies,� and SFAS No. 114, �Accounting by Creditors for Impairment of a Loan.� In applying SFAS No. 5, management
considers the factors listed in the preceding paragraph in order to estimate a loss allowance for (i) each homogeneous pool of smaller balance
loans (residential mortgage and consumer loans) that are evaluated on a collective basis, and (ii) commercial real estate and commercial loans
that are not subjected to an individual evaluation for impairment under SFAS No. 114. A loan is considered impaired when, based on current
information and events, it is probable that People�s United Financial will be unable to collect all principal and interest due according to the
contractual terms of the loan. People�s United Financial applies SFAS No. 114 to loans that are individually evaluated for collectibility in
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accordance with its normal loan review procedures. Under SFAS No. 114, if the measurement of an impaired loan is less than its recorded
investment, an impairment loss is recognized as part of the allowance for loan losses.

Valuation of Derivative Financial Instruments. People�s United Financial uses derivatives primarily for market risk management purposes
(principally interest rate risk). Certain other derivatives are entered into in connection with transactions with commercial customers. Derivatives
are not used for speculative purposes.

In accordance with SFAS No. 133, �Accounting for Derivative Instruments and Hedging Activities,� all derivatives are recognized as either assets
or liabilities and are measured at fair value. Until such time that a derivative is settled, favorable changes in fair values result in unrealized gains
that are recognized as assets, while unfavorable changes result in unrealized losses that are recognized as liabilities. People�s United Financial
applies hedge accounting to its derivatives used for market risk management purposes. The hedge accounting methods depend on whether the
derivative instrument is classified as a fair value hedge or a cash flow hedge. Hedge accounting is permitted only if specific criteria are met,
including a requirement that a highly effective relationship exist between the derivative instrument and the hedged item, both at inception of the
hedge and on an ongoing basis. Changes in the fair value of effective fair value hedges are recognized in current earnings. Changes in the fair
value of effective cash flow hedges are recognized in other comprehensive income or loss until earnings are affected by the variability in cash
flows of the designated hedged item. Ineffective portions of hedge results are recognized in current earnings. Changes in the fair value of
derivatives for which hedge accounting is not applied are recognized in current earnings.

People�s United Financial formally documents at inception all relationships between the derivative instruments and the hedged items, as well as
its risk management objectives and strategies for undertaking the hedge transactions. This process includes linking all derivatives that are
designated as hedges to specific assets and liabilities, or to specific firm commitments or forecasted transactions. People�s United Financial also
formally assesses, both at inception of the hedge and on an ongoing basis, whether the derivatives that are used in hedging transactions are
highly effective in offsetting changes in the fair values or cash flows of the hedged items. If it is determined that a derivative is not highly
effective or has ceased to be a highly effective hedge, People�s United Financial would discontinue hedge accounting prospectively. Gains or
losses resulting from the termination of a derivative accounted for as a cash flow hedge generally remain in accumulated other comprehensive
income or loss and are amortized to earnings over the remaining period of the former hedging relationship.

Interest rate-lock commitments extended to borrowers relate to the origination of residential mortgage loans. To mitigate the interest rate risk
inherent in these commitments, People�s United Financial enters into mandatory delivery and best efforts contracts to sell adjustable-rate and
fixed-rate residential mortgage loans (servicing released). Forward commitments to sell and interest rate-lock commitments on residential
mortgage loans are considered derivatives and their respective estimated fair values are adjusted based on changes in interest rates and, prior to
January 1, 2008, excluded the value of mortgage servicing rights. On January 1, 2008, People�s United Financial adopted the provisions of
Securities and Exchange Commission Staff Accounting Bulletin No. 109, �Written Loan Commitments Recorded at Fair Value through Earnings�
(�SAB No. 109�), which requires that the expected net future cash flows related to the associated servicing of the loan be included in the
measurement of all written loan commitments accounted for at fair value through earnings. Adoption of SAB No. 109 did not have a significant
impact on the company�s Consolidated Financial Statements.

Asset Impairment Judgments

Goodwill and Other Intangible Assets. SFAS No. 141, �Business Combinations,� requires, among other things, use of the purchase method to
account for all business combinations and specifies criteria that acquired intangible assets must meet in order to be recognized and reported
separately from goodwill. The assets and liabilities of an acquired company are recorded at fair value at the date of acquisition. Intangible assets
are
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recognized in an amount equal to the excess of the acquisition cost over the fair value of the tangible net assets acquired. �Other
acquisition-related intangibles� are separately identified, where appropriate, for assets such as trade names and the estimated values of acquired
core deposits and/or customer relationships. Trade names recognized by People�s United Financial are deemed to have indefinite useful lives and,
accordingly, are not amortized. Core deposit intangibles are amortized over 10 years on an accelerated basis that reflects the manner in which the
related benefit attributable to the acquired deposits will be recognized. Customer relationship intangibles are amortized on a straight-line basis
(approximating the manner in which the benefit is realized) over the estimated remaining average life of those relationships (ranging from 7 to
15 years from the respective acquisition dates). The remaining intangible asset is classified as goodwill.

SFAS No. 142, �Goodwill and Other Intangible Assets,� requires that goodwill and indefinite-lived intangible assets be reviewed for impairment at
least annually, with impairment losses charged to expense when they occur. Acquisition-related intangible assets other than goodwill and
indefinite-lived intangible assets are amortized to expense over their estimated useful lives and are periodically reviewed by management to
assess recoverability. Impairment losses on other acquisition-related intangibles are recognized as a charge to expense if carrying amounts
exceed fair values.

Goodwill is tested for impairment at the reporting unit level. The test is performed as of an annual impairment testing date or more frequently if
a triggering event indicates that impairment may have occurred. The goodwill impairment analysis is a two-step test. The first step (�Step 1�) is
used to identify potential impairment, and involves comparing each reporting unit�s estimated fair value to its carrying amount, including
goodwill. If the estimated fair value of a reporting unit exceeds its carrying amount, goodwill is not deemed to be impaired. Should the carrying
amount of the reporting unit exceed its estimated fair value, an indicator of potential impairment is deemed to exist and a second step is
performed to measure the amount of such impairment, if any.

The second step (�Step 2�) involves calculating the implied fair value of goodwill for each reporting unit for which impairment was indicated in
Step 1. The implied fair value of goodwill is determined in a manner similar to how the amount of goodwill is determined in a business
combination (i.e. by measuring the excess of the estimated fair value of the reporting unit, as determined in Step 1, over the aggregate estimated
fair values of the individual assets, liabilities, and identifiable intangibles applicable to that reporting unit as of the impairment testing date). If
the implied fair value of goodwill exceeds the carrying amount of goodwill assigned to the reporting unit, no impairment exists. If the carrying
amount of goodwill assigned to a reporting unit exceeds the implied fair value of the goodwill, an impairment loss is recorded in an amount
equal to such excess. An impairment loss cannot exceed the carrying amount of goodwill assigned to a reporting unit, and the loss (write-down)
establishes a new carrying amount for the goodwill. Subsequent reversal of goodwill impairment losses is not permitted.

People�s United Financial uses a present-value measurement technique (discounted cash flow analysis) to estimate the fair value of its reporting
units. This analysis is based on significant assumptions and judgments including (i) future growth rates and (ii) discount rates reflecting
management�s assessment of market participant views of the risks associated with the projected cash flows of the reporting units. Differences in
the identification of reporting units or in the selection of valuation techniques and related assumptions could result in materially different
evaluations of goodwill impairment.

Securities. Marketable equity and debt securities (other than those reported as short-term investments) are classified as either trading account
securities, held to maturity securities (applicable only to debt securities) or available for sale securities. Management determines the
classification of a security at the time of its purchase.

Securities purchased for sale in the near term as well as those held by People�s Securities and Chittenden Securities (in accordance with the
requirements for a broker-dealer) are classified as trading account securities and reported at fair value with unrealized gains and losses reported
in non-interest income. Debt securities that
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People�s United Financial has the positive intent and ability to hold to maturity are classified as held to maturity securities and reported at
amortized cost. All other securities are classified as available for sale and reported at fair value with unrealized gains and losses reported on an
after-tax basis in stockholders� equity as accumulated other comprehensive income or loss. Premiums are amortized and discounts are accreted to
interest income for debt securities, using the interest method over the remaining period to contractual maturity, adjusted for the effect of actual
prepayments in the case of mortgage-backed securities, collateralized mortgage obligations and other asset-backed securities. FHLB stock is a
non-marketable equity security and is, therefore, reported at cost, which equals par value.

Security transactions are generally recorded on the trade date. Realized gains and losses are determined using the specific identification method
and reported in non-interest income.

Management conducts a periodic review and evaluation of the securities portfolio to determine if the decline in fair value of any security is
deemed to be other than temporary. If the decline is deemed to be other than temporary, the security is written down to a new cost basis and the
resulting loss is reported in non-interest income. The factors considered by management in its periodic review include, but are not limited to: the
length of time and extent to which the fair value has been less than cost; the financial condition and near-term prospects of the issuer; the ratings
of the security; whether the decline in fair value appears to be issuer specific or, alternatively, a reflection of general market or industry
conditions; and People�s United Financial�s intent and ability to hold the security for a period of time sufficient to allow for a recovery in fair
value.

Non-GAAP Financial Measures and Reconciliation to GAAP

In addition to evaluating People�s United Financial�s results of operations in accordance with U.S. generally accepted accounting principles
(�GAAP�), management routinely supplements this evaluation with an analysis of certain non-GAAP financial measures, such as the efficiency
ratio. Management believes this non-GAAP financial measure provides information useful to investors in understanding People�s United
Financial�s underlying operating performance and trends, and facilitates comparisons with the performance of other banks and thrifts. Further, the
efficiency ratio is used by management in its assessment of financial performance specifically as it relates to non-interest expense control.

The efficiency ratio, which represents an approximate measure of the cost required by People�s United Financial to generate a dollar of revenue,
is the ratio of total non-interest expense (excluding goodwill impairment charges, amortization of acquisition-related intangibles and fair value
adjustments, losses on real estate assets and nonrecurring expenses) (the numerator) to net interest income on a fully taxable equivalent basis
(excluding fair value adjustments) plus total non-interest income (including the fully taxable equivalent adjustment on bank-owned life
insurance income, and excluding gains and losses on sales of assets, other than residential mortgage loans, and nonrecurring income) (the
denominator). People�s United Financial generally considers an item of income or expense to be nonrecurring if it is not similar to an item of
income or expense of a type incurred within the last two years and is not similar to an item of income or expense of a type reasonably expected
to be incurred within the following two years.
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The following table summarizes People�s United Financial�s efficiency ratio derived from amounts reported in the Consolidated Statements of
Income.

Years ended December 31 (dollars in millions) 2008 2007 2006 2005 2004
Total non-interest expense $ 706.3 $ 439.3 $ 346.9 $ 344.4 $ 479.7
Less:
Merger-related expenses and other one-time charges 51.3 �  �  �  �  
Contribution to The People�s United Community Foundation �  60.0 �  �  �  
Amortization of other acquisition-related intangibles 21.3 1.0 1.1 1.8 3.4
REO expense 2.5 1.0 0.3 0.1 0.3
Fair value adjustments 3.2 �  �  �  �  
Severance-related charges �  �  1.2 �  �  
Goodwill impairment charge �  �  �  2.0 �  
Liability restructuring costs �  �  �  2.7 133.4
Non-recurring compensation costs �  �  �  �  6.7
Other 0.9 �  1.2 0.7 1.3

Total $ 627.1 $ 377.3 $ 343.1 $ 337.1 $ 334.6

Net interest income (1) $ 640.3 $ 486.6 $ 382.4 $ 370.0 $ 327.4
Total non-interest income 303.6 185.4 147.4 173.3 151.7
Add:
BOLI FTE adjustment (1) 4.5 5.7 4.6 1.8 �  
Fair value adjustments 10.4 �  �  �  �  
Net security losses �  �  27.2 0.1 4.7
Less:
Net security gains 8.3 5.5 �  �  �  
Gain on sale of assets 4.3 �  0.7 8.1 �  
Other �  �  1.3 0.3 0.1

Total $ 946.2 $ 672.2 $ 559.6 $ 536.8 $ 483.7

Efficiency ratio 66.3% 56.1% 61.3% 62.8% 69.2%

(1) Fully taxable equivalent.
Economic Environment

People�s United Financial�s results are subject to fluctuations based on economic conditions. Economic activity in the United States slowed
significantly throughout 2008 and more dramatically in the second half of the year. Real gross domestic product contracted at an annual rate of
6.2% in the fourth quarter of 2008, after declining 0.5% in the third quarter. The national unemployment rate was 7.2% as of December 31,
2008, up from 4.9% at the end of 2007.

In response to a contracting U.S. economy and the significant disruptions in the capital markets primarily caused by the sub-prime mortgage
crisis and its after-effects, the Federal Reserve Board lowered the targeted federal funds rate ten times since September 2007, and established a
target range for the federal funds rate of 0 to 0.25 percent as of December 16, 2008.

The New England region is People�s United Financial�s primary market area, with Connecticut and Vermont having the largest concentration of
People�s United Financial�s loans, deposits and branches. Connecticut is one of the most attractive markets in the United States with a total
population of approximately
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3.6 million and a median household income of $70,814 as of June 30, 2008, ranking second in the United States and well above the U.S. median
income of $54,749, according to estimates from SNL Securities. Fairfield County, where People�s United Financial is headquartered, is the
wealthiest county in Connecticut, with a June 30, 2008 median household income of $88,571 according to estimates from SNL Securities. The
state�s unemployment rate increased to 7.1% as of December 31, 2008 compared to 4.8% at the end of 2007, in-line with the national rate. The
Connecticut economy experienced a moderate decline in jobs in 2008, with total employment decreasing by 29,300 jobs, or approximately 1.7%
from December 31, 2007 to December 31, 2008. The median household income in Vermont was $54,204 as of June 30, 2008, comparable to the
national level, and the state�s unemployment rate was 6.4% at December 31, 2008, up from 3.9% at the end of 2007 but still below the national
rate.

The overall outlook for the New England economy in 2009 is consistent with the rest of the United States, with the expectation that the region
will experience further increases in unemployment as long as the recessionary environment continues into 2009.

Financial Overview

People�s United Financial completed its acquisition of Chittenden Corporation on January 1, 2008. The acquisition was accounted for using the
purchase method of accounting. Accordingly, financial data for periods prior to the acquisition date do not include the results of Chittenden
Corporation and therefore, are not directly comparable to 2008.

Comparison of Financial Condition at December 31, 2008 and December 31, 2007. Total assets at December 31, 2008 were $20.2 billion, a
$6.6 billion increase from December 31, 2007, reflecting increases of $5.6 billion in total loans and $1.4 billion in goodwill and other
acquisition-related intangibles (resulting from the Chittenden acquisition). The increase in total loans is primarily due to $5.7 billion in loans
acquired in the Chittenden acquisition.

The increase in total loans from December 31, 2007 to December 31, 2008 reflects increases of $3.1 billion in commercial real estate loans
($285 million of organic growth), $1.6 billion in commercial loans ($348 million of organic growth) and $1.0 billion in consumer loans ($153
million of organic growth). Excluding the effect of residential mortgage loans acquired in the Chittenden acquisition, residential mortgage loans
would have decreased $813 million since December 31, 2007, reflecting People�s United Financial�s decision in the fourth quarter of 2006 to
begin selling essentially all of its newly-originated residential mortgage loans. Residential mortgage loan balances are expected to continue to
decline in the future until People�s United Financial resumes adding such loans to its portfolio to an extent that more than offsets repayments.

Non-performing assets totaled $93.7 million at December 31, 2008, a $67.6 million increase from year-end 2007, primarily reflecting additional
non-performing assets attributable to the acquired Chittenden loan portfolio. The allowance for loan losses totaled $157.5 million at
December 31, 2008 compared to $72.7 million at December 31, 2007. At December 31, 2008, the allowance for loan losses as a percent of total
loans was 1.08% and as a percent of non-performing loans was 187%, compared to 0.81% and 358%, respectively, at December 31, 2007.

At December 31, 2008, liabilities totaled $15.0 billion, a $5.9 billion increase from December 31, 2007, reflecting a $5.4 billion increase in total
deposits primarily due to $6.2 billion in deposits acquired in the Chittenden acquisition.

People�s United Financial�s total stockholders� equity was $5.2 billion at December 31, 2008, a $730 million increase from December 31, 2007.
The increase primarily reflects the issuance of 44.3 million shares of common stock with a fair value (net of issuance costs) of approximately
$770 million in connection with the
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Chittenden acquisition and net income of $139.5 million, partially offset by dividends paid of $194.4 million and a $56.8 million increase in
Accumulated Other Comprehensive Loss. As a percentage of total assets, stockholders� equity was 25.7% at December 31, 2008 compared to
32.8% at December 31, 2007. Tangible stockholders� equity as a percentage of tangible assets was 19.5% at December 31, 2008 compared to
32.3% at December 31, 2007.

People�s United Bank�s leverage (core) capital ratio, and tier 1 and total risk-based capital ratios were 10.0%, 12.2% and 13.4%, respectively, at
December 31, 2008, compared to 24.1%, 32.3% and 33.4%, respectively, at December 31, 2007. The decrease in these ratios from December 31,
2007 primarily reflects (i) the reduction in People�s United Bank�s regulatory capital due to the $1.8 billion in dividends that People�s United Bank
paid to its parent, People�s United Financial, in 2008, and (ii) increases in People�s United Bank�s adjusted total assets and its total risk-weighted
assets, both as a result of the Chittenden acquisition (see Regulatory Capital Requirements).

Comparison of Financial Condition at December 31, 2007 and December 31, 2006. Total assets at December 31, 2007 were $13.6 billion, an
increase of $2.9 billion, or 27%, from December 31, 2006, primarily due to a $3.3 billion increase in short-term investments, partially offset by a
decrease of $422 million in total loans.

The increase in short-term investments reflects the net proceeds from the second-step conversion completed on April 16, 2007. The decrease in
total loans reflects a decline of $687 million in residential mortgage loans, partially offset by an increase of $336 million in commercial banking
loans. The decrease in residential mortgage loans reflects People�s United Bank�s decision in the fourth quarter of 2006 to sell essentially all of its
newly-originated residential mortgage loans due to the low spreads on such loans. The growth in commercial banking loans reflects increases of
$175 million in our national credits portfolio, $112 million in loans originated by PCLC, our equipment financing subsidiary, $34 million in
commercial lending, and $15 million in commercial real estate loans.

Non-performing assets totaled $26.1 million at December 31, 2007, a $3.4 million increase from December 31, 2006. Increases in
non-performing commercial real estate loans of $3.5 million, real estate owned (�REO�) and repossessed assets of $5.7 million, non-performing
PCLC loans of $1.0 million and non-performing residential mortgage loans of $2.2 million, were partially offset by a decrease of $10.6 million
in non-performing commercial loans. The decrease in non-performing commercial loans primarily reflects the $5.9 million charge-off relating to
one commercial banking loan and the subsequent transfer to real estate owned of the real estate securing the remaining loan balance. The
allowance for loan losses decreased $1.3 million to $72.7 million at December 31, 2007 compared to December 31, 2006, reflecting reductions
in the allowance for loan losses allocated to the consumer loan portfolios and by net reductions to the commercial banking loan portfolios. At
December 31, 2007, the allowance for loan losses as a percentage of total loans was 0.81% and as a percentage of non-performing loans was
358%, compared to 0.79% and 328%, respectively, at December 31, 2006.

At December 31, 2007, liabilities totaled $9.1 billion, a $238 million decrease from December 31, 2006, primarily due to a $202 million
reduction in total deposits, reflecting People�s United Financial�s strategy to fund loan growth with proceeds from maturities, sales and
repayments of securities rather than deposits.

People�s United Financial�s total stockholders� equity was $4.4 billion at December 31, 2007, a $3.1 billion increase from December 31, 2006,
reflecting the net proceeds of $3.3 billion from the second-step conversion and net income of $150.7 million, partially offset by the purchases of
People�s United Financial common stock for the Employee Stock Ownership Plan (the �ESOP�) of $216.8 million and the 2007 Recognition and
Retention Plan of $127.1 million, and dividends paid of $131.1 million. As a percentage of total assets, stockholders� equity was 32.8% at
December 31, 2007 compared to 12.5% at December 31, 2006.
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People�s United Bank�s leverage, tier 1 and total risk-based capital ratios were 24.1%, 32.3% and 33.4%, respectively, at December 31, 2007,
compared to 12.0%, 14.8% and 16.1%, respectively, at December 31, 2006. The improvements in the capital ratios from December 31, 2006
primarily reflect the $1.7 billion capital contribution from People�s United Financial with a portion of the net proceeds from the second-step
conversion.

Comparison of Results of Operations for the Year Ended December 31, 2008 and December 31, 2007. People�s United Financial reported net
income of $139.5 million, or $0.42 per diluted share, for the year ended December 31, 2008, compared to $150.7 million, or $0.52 per diluted
share, for the year-ago period. Included in the 2008 results are merger-related expenses of $41.0 million, other one-time charges totaling $14.8
million and a $6.9 million gain related to the Visa, Inc. initial public offering (�IPO�). The net impact of these items reduced 2008 net income by
$33.2 million, or $0.10 per diluted share. Results for 2007 included the $60.0 million contribution to The People�s United Community
Foundation, which had the effect of reducing net income in 2007 by $39.6 million, or $0.13 per diluted share. Excluding the effect of these items
from the respective year�s results, earnings would have been $172.7 million, or $0.52 per diluted share, in 2008, compared to $190.3 million, or
$0.65 per diluted share, in 2007.

In 2008, People�s United Financial�s return on average tangible assets was 0.74% and return on average tangible stockholders� equity was 3.8%,
compared to 1.19% and 4.3%, respectively, in 2007.

Net interest income increased $149.8 million from 2007 while the net interest margin declined 50 basis points to 3.62%. The lower net interest
margin reflects the interest rate cuts initiated by the Federal Reserve Bank in 2008 and 2007, and the company�s asset sensitive balance sheet,
including its significant excess capital position, which for most of 2008 was temporarily invested in low-yielding short-term investments.

Average earning assets increased $5.9 billion, compared to 2007, reflecting increases of $5.3 billion in average loans and $1.0 billion in average
securities, partially offset by a decrease of $0.4 billion in average short-term investments. Average funding liabilities increased $5.8 billion
compared to 2007, primarily reflecting a $5.5 billion increase in average deposits.

Compared to 2007, total non-interest income increased $118 million and total non-interest expense increased $267 million (see Non-Interest
Income and Non-Interest Expense). The efficiency ratio was 66.3% in 2008 compared to 56.1% in 2007.

The provision for loan losses was $26.2 million compared to $8.0 million in 2007. The provision for loan losses in 2008 reflects net loan
charge-offs of $14.9 million and an $11.3 million increase in the allowance for loan losses, including a $4.5 million increase resulting from the
alignment of the former Chittenden allowance for loan losses methodology with that of People�s United Financial. The provision for loan losses
in 2007 reflects net loan charge-offs of $9.3 million, partially offset by a $1.3 million reduction in the allowance for loan losses. Net loan
charge-offs as a percentage of average loans equaled 0.10% in both 2008 and 2007.

Comparison of Results of Operations for the Year Ended December 31, 2007 and December 31, 2006. People�s United Financial reported net
income in 2007 of $150.7 million, or $0.52 per diluted share, compared to $124.0 million, or $0.41 per diluted share, in 2006. Income from
continuing operations totaled $149.2 million, or $0.52 per diluted share, for the year ended December 31, 2007, compared to $121.7 million, or
$0.40 per diluted share, for the year-ago period.

Results for 2007 include the $60.0 million contribution to The People�s United Community Foundation (included in non-interest expense), which
had the effect of reducing net income by $39.6 million, or $0.13 per diluted share.
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Results for 2006 include net security losses totaling $27.4 million from the sale of $1.1 billion of debt securities in 2006. Results for 2006 also
include a $2.4 million income tax benefit related to certain prior-year tax matters. The net impact of these items reduced 2006 net income by
$15.8 million, or $0.11 per diluted share.

Net interest income increased $104.2 million, or 27%, from 2006 and the net interest margin improved 25 basis points to 4.12%. These
improvements reflect the investment of $3.3 billion in net proceeds from the second-step conversion (completed on April 16, 2007) in short-term
investments, as well as the benefits from balance sheet restructuring activities completed during 2006.

Compared to 2006, average earning assets increased $1.9 billion, or 20%, reflecting increases of $2.5 billion in average short-term investments
and $120 million in average loans, partially offset by a decrease of $735 million in average securities, reflecting the sale of $1.1 billion of debt
securities in 2006 (described above).

Total non-interest income increased $38 million compared to 2006. Included in total non-interest income are net security gains of $5.5 million in
2007 and net security losses of $23.2 million in 2006. Total non-interest expense in 2007 increased $32.4 million, or 9%, compared to 2006,
excluding the $60.0 million contribution to The People�s United Community Foundation. The efficiency ratio improved to 56.1% from 61.3%.

The provision for loan losses was $8.0 million compared to $3.4 million in 2006. The provision for loan losses in 2007 reflects net loan
charge-offs of $9.3 million, partially offset by a $1.3 million decrease in the allowance for loan losses. The provision for loan losses in 2006
reflects net loan charge-offs of $4.4 million and a $1.0 million reduction in the allowance for loan losses. Net loan charge-offs increased $4.9
million in 2007 compared to 2006. Net loan charge-offs as a percentage of average loans equaled 0.10% in 2007, up from 0.05% in 2006.

Business Segment Results

As a result of the Chittenden acquisition, Peoples� United Financial�s business segments have been realigned to correspond with its three core
businesses. All prior years� business segment results have been restated to conform to the current presentation.

People�s United Financial�s operations are divided into three primary business segments that represent its core businesses, Commercial Banking,
Retail Banking and Small Business, and Wealth Management. In addition, the Treasury area is responsible for managing People�s United
Financial�s securities portfolio, short-term investments, wholesale funding activities, such as borrowings, and the funding center.

Business Segment Performance Summary
Net Income

Years ended December 31 (in millions) 2008 2007 2006
Commercial Banking $ 98.1 $ 45.2 $ 46.8
Retail Banking and Small Business 97.8 55.4 78.0
Wealth Management 3.4 4.2 3.4

Total segments 199.3 104.8 128.2
Treasury (99.9) (8.6) (26.0)
Other 40.1 54.5 21.8

Total Consolidated $ 139.5 $ 150.7 $ 124.0

People�s United Financial uses an internal profitability reporting system to generate information by operating segment, which is based on a series
of management estimates and allocations regarding funds transfer
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pricing (�FTP�), the provision for loan losses, non-interest expense and income taxes. These estimates and allocations, some of which can be
subjective in nature, are continually being reviewed and refined. Any changes in estimates and allocations that may affect the reported results of
any business segment will not affect the consolidated financial position or results of operations of People�s United Financial as a whole.

FTP is used in the calculation of each operating segment�s net interest income, and measures the value of funds used in and provided by an
operating segment. The difference between the interest income on earning assets and the interest expense on funding liabilities, and the
corresponding FTP charge for interest income or credit for interest expense, results in net spread income. A five-year rolling average net
charge-off rate is used as the basis for the provision for loan losses for the respective segment.

People�s United Financial allocates a majority of non-interest expenses to each business segment using a full-absorption costing process. Direct
and indirect costs are analyzed and pooled by process and assigned to the appropriate business segment and corporate overhead costs are
allocated to the business segments. Income tax expense is allocated to each business segment using a constant rate, based on an estimate of the
consolidated effective income tax rate for the year. Total average assets and total average liabilities are reported for each business segment due
to management�s reliance, in part, on such average balances for purposes of assessing business segment performance. For a more detailed
description of the estimates and allocations used to measure business segment performance, see Note 22 to the Consolidated Financial
Statements.

Commercial Banking consists principally of commercial lending, commercial real estate lending, indirect auto lending, and commercial deposit
gathering activities. This segment also includes the equipment financing operations of PCLC, as well as cash management, correspondent
banking, municipal banking and corporate trust.

Years ended December 31 (in millions) 2008 2007 2006
Net interest income $ 266.1 $ 115.9 $ 112.9
Provision for loan losses 18.7 10.3 9.7
Total non-interest income 76.4 25.9 21.2
Total non-interest expense 175.3 61.9 52.4

Income before income tax expense 148.5 69.6 72.0
Income tax expense 50.4 24.4 25.2

Income from continuing operations $ 98.1 $ 45.2 $ 46.8

Total average assets $ 9,289.7 $ 4,151.0 $ 3,804.6
Total average liabilities 2,416.3 757.3 931.6

Commercial Banking income from continuing operations increased $52.9 million in 2008 compared to 2007, primarily as a result of the
Chittenden acquisition. The increase in net interest income in 2008 primarily reflects the increase in earning assets and liabilities resulting from
the Chittenden acquisition. Total non-interest income in 2008 includes $27.6 million of merchant services income and $21.2 million of bank
service charges, and reflects a $2.8 million increase in rental income resulting from the higher level of equipment leased to PCLC customers.
The increase in total non-interest expense compared to 2007 reflects an increase of $68.5 million in direct and allocated support costs primarily
due to the Chittenden acquisition, as well as $23.9 million of merchant services expense, and $8.9 million in amortization expense, reflecting
additional amortization of the intangible assets resulting from the Chittenden acquisition.

The increases in total average assets and total average liabilities compared to 2007 are primarily due to the Chittenden acquisition. The total
average commercial banking loan portfolio increased $4.6 billion in 2008, reflecting increases of $3.0 billion in commercial real estate loans
(including organic growth of $209 million), $1.5 billion in commercial loans (including organic growth of $100 million) and $0.1 billion in
PCLC loans.
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Commercial Banking income from continuing operations declined $1.6 million in 2007 compared to 2006, reflecting an increase in total
non-interest expense, partially offset by increases in net interest income and total non-interest income. Net interest income increased $3.0 million
in 2007, reflecting a $346 million, or 9%, increase in average assets, partially offset by narrower net spreads and a decline in commercial
non-interest-bearing deposits. The increase in total non-interest income compared to 2006 primarily reflects a $3.8 million increase in rental
income on leased equipment. The $9.5 million, or 18%, increase in total non-interest expense in 2007 reflects increases in direct expenses due to
continued growth in Commercial Banking and a $2.8 million increase in amortization expense for leased equipment, as well as allocated
expenses primarily related to costs associated with ongoing infrastructure upgrades. The increase in total average assets compared to 2006
reflects increases of $210 million, or 30%, in PCLC loans, $96 million, or 7%, in commercial loans and $42 million, or 2%, in commercial real
estate loans.

Retail Banking and Small Business includes, as its principal business lines, consumer and small business deposit gathering activities,
consumer lending (including residential mortgage and home equity) and small business lending.

Years ended December 31 (in millions) 2008 2007 2006
Net interest income $ 398.2 $ 264.4 $ 274.5
Provision for loan losses 5.5 3.6 3.8
Total non-interest income 123.7 85.9 87.0
Total non-interest expense 368.3 261.5 237.7

Income before income tax expense 148.1 85.2 120.0
Income tax expense 50.3 29.8 42.0

Income from continuing operations $ 97.8 $ 55.4 $ 78.0

Total average assets $ 6,501.0 $ 4,978.7 $ 5,193.2
Total average liabilities 12,078.0 8,219.3 8,219.7

Retail Banking and Small Business income from continuing operations increased $42.4 million in 2008 compared to 2007, primarily as a result
of the Chittenden acquisition. The increase in net interest income in 2008 primarily reflects the increase in earning assets and liabilities resulting
from the Chittenden acquisition, partially offset by the decline in the net spread income on deposits. Total non-interest income in 2008 includes
$109.2 million of bank service charges, $6.5 million of net gains on sales of residential mortgage loans and a $2.6 million gain on sale of
mortgage servicing rights. The increase in total non-interest expense compared to 2007 reflects an increase of $99.4 million in direct and
allocated support costs primarily due to the Chittenden acquisition, and $8.2 million in amortization expense, reflecting additional amortization
of the intangible assets resulting from the Chittenden acquisition.

The increases in total average assets and total average liabilities compared to 2007 are primarily due to the Chittenden acquisition. Average
residential mortgage loans decreased $30 million compared to 2007. Excluding the effect of residential mortgage loans acquired in the
Chittenden acquisition, average residential mortgage loans would have decreased $803 million, reflecting People�s United Financial�s decision in
the fourth quarter of 2006 to begin selling essentially all of its newly-originated residential mortgage loans. Average consumer loans increased
$790 million, including a $541 million increase in average home equity loans, primarily as a result of the Chittenden acquisition.

Retail Banking and Small Business income from continuing operations decreased $22.6 million in 2007 compared to 2006, reflecting an increase
in total non-interest expense and a decline in net interest income. The decrease in net interest income in 2007 reflects a reduction in residential
mortgage loan net spread interest income, and a shift from wider net spread deposits to time deposits with narrower net spreads, partially offset
by the widening net spreads on money market accounts. In 2007, total assets decreased $215 million, or 4%, including decreases of $208
million, or 6%, in average residential mortgage loans and $9 million, or 1%, in
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average home equity loans. The decrease in average residential mortgage loans reflects People�s United Financial�s decision in the fourth quarter
of 2006 to sell essentially all of its newly-originated residential mortgage loans. The increase in non-interest expense in 2007 reflects increases
in allocated expenses primarily due to the costs associated with infrastructure upgrades relating to deposit gathering activities.

Wealth Management consists of private banking, trust services, brokerage, financial advisory services, investment management services and
life insurance provided by People�s Securities and Chittenden Securities, and other insurance services provided through R.C. Knox and
Chittenden Insurance Group.

Years ended December 31 (in millions) 2008 2007 2006
Net interest income (loss) $ 4.4 $ (0.9) $ (0.5)
Provision for loan losses 0.1 �  �  
Total non-interest income 86.5 56.3 55.1
Total non-interest expense 85.8 49.1 49.4

Income before income tax expense 5.0 6.3 5.2
Income tax expense 1.6 2.1 1.8

Income from continuing operations $ 3.4 $ 4.2 $ 3.4

Total average assets $ 294.3 $ 79.7 $ 81.0
Total average liabilities 125.9 55.7 63.7

Wealth Management income from continuing operations decreased $0.8 million compared to 2007. The increase in net interest income in 2008
is primarily due to the private banking business acquired in connection with the Chittenden acquisition. Total non-interest income in 2008
includes $33.5 million of insurance revenue and $33.3 million of investment management fees. The increase in total non-interest expense
compared to 2007 reflects increases of $33.4 million in direct and allocated support costs primarily due to the Chittenden acquisition, and $4.2
million in amortization expense, reflecting additional amortization of the intangible assets resulting from the Chittenden acquisition. The
increases in total average assets and total average liabilities compared to 2007 are primarily due to the Chittenden acquisition.

Assets under custody and management, which are not reported as assets of People�s United Financial, totaled $10 billion at December 31, 2008.

Wealth Management income from continuing operations increased $0.8 million in 2007 compared to 2006. The increase in total non-interest
income reflects increases in investment management fees and brokerage commissions, partially offset by a decrease in insurance revenue.

Treasury encompasses the securities portfolio, short-term investments, wholesale funding activities, such as borrowings, and the funding center,
which includes the impact of derivative financial instruments used for risk management purposes. The income or loss for the funding center
represents the interest rate risk component of People�s United Financial�s net interest income as calculated by its FTP model in deriving each
business segment�s net interest income. Under this process, a money desk (the funding center) buys funds from liability-generating business lines
(such as consumer deposits) and sells funds to asset-generating business lines (such as commercial lending). The price at which funds are bought
and sold on any given day is set by People�s United Financial�s treasury group and is based on the wholesale cost to People�s United Financial of
assets and liabilities with similar maturities. Liability-generating businesses sell newly originated liabilities to the money desk and recognize a
funding credit, while asset-generating businesses buy funding for newly originated assets from the money desk and recognize a funding charge.
Once funding for an asset is purchased from or a liability is sold to the money desk, the price that is set by the treasury group will remain with
that asset or liability until it matures or reprices, which effectively transfers responsibility for managing interest rate risk to the treasury group.
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Years ended December 31 (in millions) 2008 2007 2006
Net interest loss $ (166.9) $ (29.8) $ (26.2)
Total non-interest income 10.4 10.6 (18.2)
Total non-interest expense (0.7) (0.3) 0.5

Loss before income tax benefit (155.8) (18.9) (44.9)
Income tax benefit (55.9) (10.3) (18.9)

Loss from continuing operations $ (99.9) $ (8.6) $ (26.0)

Total average assets $ 3,022.4 $ 2,890.6 $ 1,066.4
Total average liabilities 181.7 74.4 196.2

Treasury�s loss from continuing operations in 2008 compared to 2007 reflects a $137.1 million increase in net interest loss. The increase in net
interest loss in 2008 primarily reflects a $127.1 million increase in the funding center�s net spread loss, which is due to the acquisition of
Chittenden, the 400 basis points decline in the targeted federal funds rate from December 2007 to December 2008, and the asset sensitive
position of People�s United Financial�s balance sheet.

The reduction in Treasury�s loss from continuing operations in 2007 compared to 2006 reflects $27.4 million of net security losses (included in
total non-interest income) in 2006, partially offset by a $3.6 million increase in net interest loss. The increase in net interest loss in 2007 reflects
an increase of $7.1 million in Treasury�s net spread loss, partially offset by a $3.5 million decline in the funding center�s net spread loss. The
increase in Treasury�s net spread loss reflects a $735 million decline in average securities and virtually no net spread benefit from the increase in
average short-term investments. The benefit from the increase in average short-term investments is included in �Other� as interest income from
excess capital. The improvement in the funding center�s net spread loss reflects the rising interest rate environment prevalent for most of 2007
and the asset sensitive position of People�s United Financial�s balance sheet.

Total average assets increased $1.8 billion from 2006. Average short-term investments increased $2.5 billion, reflecting the investment of net
proceeds from the second-step conversion, while average securities declined $735 million resulting from the sale of $1.1 billion of securities in
2006.

Other includes the residual financial impact from the allocation of revenues and expenses and certain revenues and expenses not attributable to
a particular segment, and the FTP impact from excess capital. This category also includes: certain nonrecurring items, including $6.9 million of
security gains related to the Visa IPO and a $1.4 million gain on sale of two branches (included in total non-interest income for the year ended
December 31, 2008), $51.3 million of merger-related expenses and other one-time charges, and a $0.8 million loss on sale of certain non-branch
properties (included in total non-interest expense for the year ended December 31, 2008), $5.4 million of security gains related to the sale of
People�s United Financial�s entire holdings of MasterCard Incorporated Class B Common Stock (included in total non-interest income for the year
ended December 31, 2007) and the $60.0 million contribution to The People�s United Community Foundation (included in total non-interest
expense for the year December 31, 2007); income from discontinued operations; and certain income tax benefits.

36

Edgar Filing: People's United Financial, Inc. - Form 10-K

Table of Contents 44



Table of Contents

Years ended December 31 (in millions) 2008 2007 2006
Net interest income $ 134.6 $ 137.0 $ 21.7
Provision for loan losses 1.9 (5.9) (10.1)
Total non-interest income 6.6 6.7 2.3
Total non-interest expense 77.6 67.1 6.9

Income before income tax expense 61.7 82.5 27.2
Income tax expense 21.6 29.5 7.7

Income from continuing operations 40.1 53.0 19.5
Income from discontinued operations, net of tax �  1.5 2.3

Net income $ 40.1 $ 54.5 $ 21.8

Total average assets $ 1,265.6 $ 651.3 $ 637.9
Total average liabilities 358.5 67.6 50.3

The increase in net interest income in 2007 compared to 2006 reflects the FTP credit resulting from the significant increase in excess capital
from the second-step conversion. Included in �Other� are assets such as cash, premises and equipment, and other assets and other liabilities.

Net Interest Income

Net interest income and net interest margin are affected by many factors, including changes in average balances; interest rate fluctuations and the
slope of the yield curve; sales of loans and securities; residential mortgage loan and mortgage-backed security prepayment rates; product pricing;
competitive forces; the relative mix, repricing characteristics and maturity of earning assets and interest-bearing liabilities; non-interest-bearing
sources of funds; hedging activities; and asset quality.

Net Interest Margin

Years ended December 31 (percent)

37

Edgar Filing: People's United Financial, Inc. - Form 10-K

Table of Contents 45



Table of Contents

Net Interest Income - FTE

Years ended December 31 (dollars in millions)

In response to the significant disruptions in the capital markets brought about by the sub-prime mortgage crisis and its after-effects, turmoil in
the financial sector, and the contracting U.S. economy, the Federal Reserve Board lowered the targeted federal funds rate ten times since
September 2007, and established a target range for the federal funds rate of 0 to 0.25 percent as of December 16, 2008. Given the asset sensitive
position of People�s United Financial�s balance sheet, including the temporary investment of a portion of the company�s significant excess capital
position in low-yielding short-term investments, the net interest margin may experience further compression in 2009.

2008 Compared to 2007

The net interest margin declined 50 basis points to 3.62% compared to 2007. The lower net interest margin reflects the dramatic actions taken by
the Federal Reserve Board and the company�s asset sensitive balance sheet, including its significant excess capital position, a portion of which
continues to be invested in low-yielding short-term investments. Net interest income (FTE basis) increased $153.7 million, reflecting a $214.1
million increase in total interest and dividend income, partially offset by a $60.4 million increase in total interest expense.

Average earning assets totaled $17.7 billion in 2008, a $5.9 billion increase from 2007. Average loans increased $5.3 billion and average
securities increased $1.0 billion, primarily as a result of the Chittenden acquisition, while average short-term investments and securities resale
agreements decreased $0.4 billion. As a result, average loans, average securities and average short-term investments comprised 82%, 6% and
12%, respectively, of average earning assets in 2008 compared to 77%, 1% and 22%, respectively, in 2007. The yield earned on the total loan
portfolio was 5.80% and the yield earned on securities and short-term investments was 2.61%, compared to 6.27% and 5.07%, respectively, in
2007. Excluding adjustable-rate residential mortgage loans, which are mostly of the hybrid variety, approximately 42% of the loan portfolio had
floating interest rates at December 31, 2008 compared to approximately 31% at the end of 2007.

The total average commercial banking loan portfolio increased $4.6 billion, reflecting increases of $3.0 billion in commercial real estate loans,
$1.5 billion in commercial loans and $0.1 billion in equipment financing loans.

Average residential mortgage loans decreased $30 million compared to 2007. Excluding the effect of residential mortgage loans acquired in the
Chittenden acquisition, average residential mortgage loans would have decreased $803 million, reflecting People�s United Financial�s decision in
the fourth quarter of 2006 to begin selling essentially all of its newly-originated residential mortgage loans. As a result, residential mortgage loan
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balances are expected to continue to decline in the future until People�s United Financial resumes adding such loans to its portfolio to an extent
that more than offsets repayments. Average consumer loans increased $790 million, including a $541 million increase in average home equity
loans, primarily as a result of the Chittenden acquisition.

Average funding liabilities totaled $14.8 billion in 2008, a $5.8 billion increase compared to 2007. Average deposits increased $5.5 billion
primarily due to the deposits acquired in the Chittenden acquisition. Average non-interest-bearing deposits increased $1.0 billion and average
interest-bearing deposits increased $4.5 billion. Average deposits comprised 98% of average funding liabilities in 2008 compared to 99% in the
year-ago period. During the second quarter of 2008, $234 million of trust money market deposits were placed with an outside investment
manager, thereby removing certain average earning assets and average funding liabilities that were generating only marginal net interest income
while at the same time adding fee income.

The 55 basis point decrease to 1.90% from 2.45% in the rate paid on average funding liabilities in 2008 compared to 2007 primarily reflects the
decrease in market interest rates and the shift in deposit mix. The rates paid on average deposits decreased 58 basis points in 2008, reflecting
decreases of 98 basis points in time deposits and 22 basis points in savings and money market deposits. Average savings and money market
deposits and average time deposits comprised 43% and 35%, respectively, of average deposits in 2008 compared to 36% and 41%, respectively,
in 2007.

The increases in average borrowings and average subordinated notes in 2008 are a result of the Chittenden acquisition.

2007 Compared to 2006

Net interest income increased $105 million, or 27%, and the net interest margin improved 25 basis points to 4.12% for 2007 compared to 2006.
The increase in net interest income reflects a $125 million increase in total interest and dividend income, partially offset by a $20 million
increase in total interest expense. The increase in net interest margin reflects the investment of $3.3 billion in net proceeds from the second-step
conversion in short-term investments, as well as the benefits from the balance sheet restructuring activities completed during 2006.

Average earning assets totaled $11.8 billion in 2007, a $1.9 billion, or 20%, increase from 2006, while the asset mix continued to shift. Average
short-term investments increased $2.5 billion, reflecting the investment of $3.3 billion in net proceeds from the second-step conversion in April
2007; average loans increased $120 million, or 1%; and average securities declined $735 million, reflecting the sale of $1.1 billion of debt
securities in 2006. As a result, average loans, average securities and average short-term investments comprised 77%, 1% and 22%, respectively,
of average earning assets in 2007 compared to 91%, 8% and 1%, respectively, in 2006. The yield earned on the total loan portfolio was 6.27% in
2007 while the yield earned on securities was 5.62%, compared to 6.10% and 3.74%, respectively, in 2006. Excluding adjustable-rate residential
mortgage loans, which are mostly of the hybrid variety, approximately 31% of the loan portfolio had floating interest rates at December 31, 2007
compared to approximately 29% at the end of 2006.

Growth in loans reflects an increase of $348 million, or 9%, in average commercial banking loans, partially offset by decreases of $209 million,
or 6%, in average residential mortgage loans and $19 million, or 2%, in average consumer loans for 2007 compared to 2006.

The growth in average commercial banking loans in 2007 compared to 2006 reflects increases of $210 million, or 30%, in average PCLC loans,
$96 million, or 7%, in average commercial loans and $42 million, or 2%, in average commercial real estate loans. Included in average
commercial loans and average commercial real estate loans were increases of $64 million, or 20%, and $78 million, or 38%, in the respective
national credits portfolios.
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The decrease in average residential mortgage loans in 2007 compared to 2006 reflects People�s United Financial�s decision in the fourth quarter of
2006 to sell essentially all of its newly-originated residential mortgage loans. As a result, residential mortgage loan balances are expected to
continue to decline in the future until People�s United Financial resumes adding such loans to its portfolio to an extent that more than offsets
repayments. The decrease in average consumer loans primarily reflects a $9 million, or 1%, decline in average home equity loans following a
nationwide pattern.

The overall 9 basis point improvement in the yield on average earning assets in 2007 primarily reflects the investment of the net proceeds from
the second-step conversion discussed above, increases in market interest rates and the ongoing shift in asset mix, including the impact of the
security sales.

Average funding liabilities totaled $9.0 billion in 2007, down $287 million or 3% compared with 2006. Average deposits decreased $45 million,
or 1%, to $8.9 billion and comprised 99% of average funding liabilities, compared to 97% in 2006. Average non-interest-bearing deposits
decreased $57 million, or 3%, and average interest-bearing deposits increased $12 million, or less than 1%, reflective of People�s United
Financial�s strategy of funding loan growth with proceeds from maturities, sales and repayments of securities rather than deposits.

The 30 basis point increase to 2.45% from 2.15% in the rate paid on average funding liabilities in 2007 compared to 2006 primarily reflects
increases in market interest rates prevalent in most of 2007 and the ongoing shift in deposit mix. The rates paid on average deposits increased 38
basis points in 2007, reflecting increases of 65 basis points in time deposits and 6 basis points in savings and money market deposits in response
to rising market interest rates prevalent in most of 2007. The change in the mix of average interest-bearing deposits reflects a $302 million, or
9%, increase in higher-rate time deposits, partially offset by a $290 million, or 8%, decline in savings and money market deposits, reflecting
customers� preferences for deposit products with higher interest rates. Average time deposits comprised 41% of average deposits in 2007
compared to 37% in 2006.

Average borrowings decreased $202 million, or 98%, and average subordinated notes decreased $40 million, or 38%, in 2007 compared to 2006.

Average Balance Sheet, Interest and Yield/Rate Analysis

The table on the following page presents average balance sheets, interest income, interest expense and the corresponding average yields earned
and rates paid for the years ended December 31, 2008, 2007 and 2006. The average balances are principally daily averages and, for loans,
include both performing and non-performing balances. Interest income on loans includes the effect of deferred loan fees and costs accounted for
as yield adjustments, but does not include interest on loans for which People�s United Financial has ceased to accrue interest. Premium
amortization and discount accretion (including amounts attributable to purchase accounting adjustments) are also included in the respective
interest income and interest expense amounts. The impact of People�s United Financial�s use of derivative instruments in managing interest rate
risk is also reflected in the table, classified according to the instrument hedged and the related risk management objective.
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Average Balance Sheet, Interest and Yield/Rate Analysis

2008 2007 2006

Years ended December 31
(dollars in millions)

Average
Balance Interest

Yield/
Rate

Average
Balance Interest

Yield/
Rate

Average
Balance Interest

Yield/
Rate

Earning assets:
Short-term investments $ 1,946.7 $ 46.9 2.41% $ 1,709.4 $ 86.7 5.07% $ 106.6 $ 5.3 4.97%
Securities purchased under agreements to
resell 310.2 7.5 2.43 959.1 48.3 5.03 16.6 0.8 4.98
Securities (1) 1,009.1 30.8 3.05 69.2 3.9 5.62 803.8 30.0 3.74
Loans:
Commercial real estate 4,820.8 305.3 6.33 1,807.3 127.7 7.07 1,765.1 126.0 7.14
Commercial 4,011.1 229.8 5.73 2,441.5 167.6 6.86 2,135.7 146.5 6.86
Residential mortgage 3,519.9 189.9 5.40 3,550.3 183.9 5.18 3,758.8 185.2 4.93
Consumer 2,058.4 110.9 5.39 1,268.9 88.9 7.01 1,288.3 88.3 6.85

Total loans 14,410.2 835.9 5.80 9,068.0 568.1 6.27 8,947.9 546.0 6.10

Total earning assets 17,676.2 $ 921.1 5.21% 11,805.7 $ 707.0 5.99% 9,874.9 $ 582.1 5.90%

Other assets 2,696.8 945.6 908.2

Total assets $ 20,373.0 $ 12,751.3 $ 10,783.1

Funding liabilities:
Deposits:
Non-interest-bearing deposits $ 3,137.9 $ �  �  % $ 2,111.4 $ �  �  % $ 2,168.6 $ �  �  %
Savings, interest-bearing checking and money
market 6,203.9 78.5 1.27 3,186.3 47.5 1.49 3,476.8 49.6 1.43
Time 5,125.0 183.6 3.58 3,639.0 166.1 4.56 3,336.7 130.5 3.91

Total deposits 14,466.8 262.1 1.81 8,936.7 213.6 2.39 8,982.1 180.1 2.01

Borrowings:
FHLB advances 16.2 0.8 5.16 0.1 �  5.04 47.2 2.4 5.15
Repurchase agreements 123.0 2.1 1.72 �  �  �  �  �  �  
Federal funds purchased/Other 19.1 0.6 3.01 3.3 0.2 5.23 158.2 7.6 4.78

Total borrowings 158.3 3.5 2.23 3.4 0.2 5.23 205.4 10.0 4.87

Subordinated notes 181.4 15.2 8.34 65.3 6.6 10.15 105.0 9.6 9.10

Total funding liabilities 14,806.5 $ 280.8 1.90% 9,005.4 $ 220.4 2.45% 9,292.5 $ 199.7 2.15%

Other liabilities 353.9 168.9 169.0

Toal liabilities 15,160.4 9,174.3 9,461.5
Stockholders� equity 5,212.6 3,577.0 1,321.6

Total liabilities and stockholders� equity $ 20,373.0 $ 12,751.3 $ 10,783.1

Net interest income/spread (2) $ 640.3 3.31% $ 486.6 3.54% $ 382.4 3.75%
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Net interest margin 3.62% 4.12% 3.87%

(1) Average balances and yields for securities available for sale are based on amortized cost.
(2) The FTE adjustment was $3.9 million for the year ended December 31, 2008 (none in 2007 and 2006).
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Volume and Rate Analysis

The following table shows the extent to which changes in interest rates and changes in the volume of average earning assets and average
interest-bearing liabilities have affected People�s United Financial�s net interest income. For each category of earning assets and interest-bearing
liabilities, information is provided relating to: changes in volume (changes in average balances multiplied by the prior year�s average interest
rate); changes in rates (changes in average interest rates multiplied by the prior year�s average balance); and the total change. Changes
attributable to both volume and rate have been allocated proportionately.

2008 Compared to 2007
Increase (Decrease)

2007 Compared to 2006
Increase (Decrease)

(in millions) Volume Rate Total Volume Rate Total
Interest and dividend income:
Short-term investments $ 10.7 $ (50.5) $ (39.8) $ 81.3 $ 0.1 $ 81.4
Securities purchased under agreements to resell (23.1) (17.7) (40.8) 47.4 0.1 47.5
Securities 29.5 (2.6) 26.9 (36.4) 10.3 (26.1)
Loans:
Commercial real estate 192.1 (14.5) 177.6 3.0 (1.3) 1.7
Commercial 93.6 (31.4) 62.2 21.0 0.1 21.1
Residential mortgage (1.6) 7.6 6.0 (10.5) 9.2 (1.3)
Consumer 46.0 (24.0) 22.0 (1.3) 1.9 0.6

Total loans 330.1 (62.3) 267.8 12.2 9.9 22.1

Total change in interest and dividend income 347.2 (133.1) 214.1 104.5 20.4 124.9

Interest expense:
Deposits:
Savings, interest-bearing checking and
money market 39.1 (8.1) 31.0 (4.3) 2.2 (2.1)
Time 58.3 (40.8) 17.5 12.5 23.1 35.6

Total deposits 97.4 (48.9) 48.5 8.2 25.3 33.5

Borrowings:
FHLB advances 0.8 �  0.8 (2.4) �  (2.4)
Repurchase agreements 2.1 �  2.1 �  �  �  
Federal funds purchased/Other 0.5 (0.1) 0.4 (8.0) 0.6 (7.4)

Total borrowings 3.4 (0.1) 3.3 (10.4) 0.6 (9.8)

Subordinated notes 9.9 (1.3) 8.6 (3.9) 0.9 (3.0)

Total change in interest expense 110.7 (50.3) 60.4 (6.1) 26.8 20.7

Change in net interest income $ 236.5 $ (82.8) $ 153.7 $ 110.6 $ (6.4) $ 104.2
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The following table provides the weighted average yields earned and rates paid for each major category of earning assets and funding liabilities
as of December 31, 2008.

As of December 31, 2008 (dollars in millions) Actual Balance Yield/Rate
Earning assets:
Short-term investments $ 1,138.8 0.50%
Securities 1,901.7 2.52
Loans 14,565.7 5.39

Total earning assets $ 17,606.2 4.76%

Funding liabilities:
Non-interest-bearing deposits $ 3,173.4 �  %
Savings, interest-bearing checking and money market deposits 6,214.7 1.01
Time deposits 4,881.3 3.00
Borrowings 187.9 1.06
Subordinated notes 180.5 7.28

Total funding liabilities $ 14,637.8 1.53%

Non-Interest Income

Percentage Increase
(Decrease)

Years ended December 31 (dollars in millions) 2008 2007 2006 2008/2007 2007/2006
Investment management fees $ 36.8 $ 12.0 $ 11.0 206.7% 9.1%
Insurance revenue 33.3 26.8 27.3 24.3 (1.8)
Brokerage commissions 16.0 13.6 12.2 17.6 11.5

Total wealth management income 86.1 52.4 50.5 64.3 3.8

Net security gains (losses):
Equity securities 6.9 5.4 0.1 27.8 n/m
Debt securities 1.3 �  (27.4) n/m n/m
Trading account securities 0.1 0.1 0.1 �  �  

Total net security gains (losses) 8.3 5.5 (27.2) 50.9 n/m

Bank service charges 127.7 93.1 93.9 37.2 (0.9)
Merchant services income 27.6 �  �  n/m n/m
Net gains on sales of residential mortgage loans 6.5 3.0 2.0 116.7 50.0
Bank-owned life insurance 8.3 10.5 9.1 (21.0) 15.4
Other non-interest income 39.1 20.9 19.1 87.1 9.4

Total non-interest income $ 303.6 $ 185.4 $ 147.4 63.8% 25.8%
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n/m � not meaningful

Non-interest income (especially fee-based revenues) is an important revenue source for People�s United Financial that can mitigate the impact of
interest rate volatility on net interest income. People�s United Financial has focused on enhancing these revenue streams by leveraging its
commercial banking relationships, growing existing fee-based revenue generating businesses, and strengthening its retail delivery network and
products.

Total non-interest income increased $118.2 million in 2008 compared to 2007 primarily due to the effect of the Chittenden acquisition, including
increases of $33.7 million in total wealth management income, $34.6 million in bank service charges, and $27.6 million in merchant services
(payment processing) income.
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Securities gains in 2008 include a $6.9 million gain related to the Visa, Inc. IPO and gains of $1.5 million resulting from the sale of securities
acquired in the Chittenden acquisition as a result of changes in market interest rates subsequent to January 1, 2008. The proceeds from these
securities were subsequently reinvested in securities with shorter durations.

In the first quarter of 2008, People�s United Financial recorded a cash gain of $5.6 million (included in equity security gains) resulting from the
mandatory redemption of a portion of its Class B Visa, Inc. shares as part of Visa�s IPO. People�s United Financial obtained its ownership in Visa
shares as a result of its acquisition of Chittenden, which was a Visa member. In addition, People�s United Financial recorded a gain of $1.3
million (also included in equity security gains) representing its proportionate share of the litigation reserve escrow account established by Visa in
conjunction with its IPO.

People�s United Financial continues to own 206,671 Visa Class B shares at December 31, 2008. Each Class B share was convertible at that date
into 0.62957 Class A shares, which are traded on the New York Stock Exchange. The conversion ratio will change if additional reserves are
required to be established by Visa in order to settle outstanding litigation. The Class B shares carry a three-year lock-up provision and may not
be converted or redeemed during that period. If, as of December 31, 2008, those shares could have been converted into Class A shares, they
would have had a fair value of approximately $6.8 million. The Class B shares have a zero carrying amount for financial statement purposes and
there is no unrealized gain recognized in accumulated other comprehensive income.

Net gains on sales of residential mortgage loans increased $3.5 million, or 117%, compared to 2007, reflecting an increase in residential
mortgage originations and corresponding sales in 2008 primarily due to the Chittenden acquisition.

BOLI income totaled $8.3 million ($12.8 million on a taxable-equivalent basis), compared to $10.5 million ($16.2 million on a
taxable-equivalent basis) in 2007. The $2.2 million, or 21%, decrease primarily reflects the lower interest rate environment in 2008, and death
benefits received totaling $0.5 million in 2008 compared to $1.1 million in 2007.

The increase in other non-interest income compared to 2007 reflects the effect of the Chittenden acquisition, including $3.5 million in payroll
services income and $1.6 million mortgage servicing income, as well as a $2.8 million increase in rental income resulting from the higher level
of equipment leased to PCLC customers and higher commercial loan fees. In addition, other non-interest income in 2008 includes gains totaling
$4.0 million recorded in connection with the sale of (i) mortgage servicing rights and (ii) two branches located in northern New England.

Total non-interest income increased $38.0 million, or 26%, in 2007 compared to 2006, reflecting net security gains of $5.5 million in 2007 and
net security losses of $27.2 million in 2006 (as part of balance sheet restructuring activities).

Wealth management income increased $1.9 million, or 4%, compared to 2006, reflecting increases in mutual fund and annuity commissions.
Bank service charges decreased $0.8 million in 2007, or 1%, compared to 2006, reflecting changes in consumer behavior related to overdrafts
and more customers qualifying for free ATM network transactions and free checking.

Net gains on sales of residential mortgage loans increased $1.0 million, or 50%, in 2007, reflecting People�s United Financial�s decision in the
fourth quarter of 2006 to sell essentially all of its newly-originated residential mortgages in the current interest rate environment. Residential
mortgage sales volume increased 70% compared to 2006.
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BOLI income totaled $10.5 million in 2007 ($16.1 million on a taxable-equivalent basis), compared to $9.1 million ($13.7 million on a
taxable-equivalent basis) in 2006. The $1.4 million, or 15%, increase primarily reflects death benefits of $1.1 million received in 2007.

The increase in other non-interest income compared to 2006 reflects a $3.8 million increase in rental income resulting from the higher level of
equipment leased to PCLC customers. Other non-interest income in 2006 included a $0.7 million net gain from the sale of a large corporate
insurance account by RC Knox, a $0.7 million gain from the redemption of common stock received in conjunction with the MasterCard
Incorporated initial public offering given People�s United Financial�s debit card business and $0.6 million of interest related to the completion of a
federal tax audit.

Non-Interest Expense

Percentage Increase
(Decrease)

Years ended December 31 (dollars in millions) 2008 2007 2006 2008/2007 2007/2006
Compensation and benefits $ 344.6 $ 215.6 $ 202.9 59.8% 6.3%
Occupancy and equipment 110.3 67.1 62.2 64.4 7.9
Professional and outside service fees 48.0 28.8 24.3 66.7 18.5
Merchant services expense 23.9 �  �  n/m n/m
Other non-interest expense:
Advertising and promotion 15.2 12.1 10.3 25.6 17.5
Stationery, printing and postage 13.0 7.9 7.5 64.6 5.3
Amortization of other acquisition-related intangibles 21.3 1.0 1.1 n/m (9.1)
Other 93.5 46.8 38.6 99.8 21.2

Total other non-interest expense 143.0 67.8 57.5 110.9 17.9

Total 669.8 379.3 346.9 76.6 9.3
Contribution to The People�s United
Community Foundation �  60.0 �  n/m n/m
Merger-related expenses 36.5 �  �  n/m n/m

Total non-interest expense $ 706.3 $ 439.3 $ 346.9 60.8% 26.6%

Efficiency ratio 66.3% 56.1% 61.3%

n/m � not meaningful

Total non-interest expense in 2008 increased $290.5 million compared to 2007, excluding the effect of $36.5 million of merger-related expenses
recorded in 2008 and the $60.0 million contribution to The People�s United Community Foundation in 2007, primarily due to the effect of the
Chittenden acquisition. Merger-related expenses include asset impairment charges of $19.3 million, costs relating to severance and branch
closings of $10.5 million and other accrued liabilities of $6.7 million.

During the process of the company�s business integration of the Chittenden banks, and as a part of its strategic planning for possible future
acquisitions, People�s United Financial undertook a comprehensive review of its options relating to technology strategy. This re-assessment
resulted in a determination by management that in order to achieve its acquisition integration goals, the company should discontinue its
Connecticut core deposit system replacement project. As a result of this determination, People�s United Financial recorded the aforementioned
asset impairment charge, principally representing a write-off of the capitalized costs associated with the replacement project.
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The efficiency ratio increased to 66.3% in 2008 compared to 56.1% in 2007, reflecting the decline in interest rates that negatively impacted net
interest income.

The increase in compensation and benefits compared to 2007 primarily reflects the additional Chittenden employees, as well as normal merit
increases, higher benefits-related costs and $12.0 million of expense related to the 2007 Recognition and Retention Plan and the 2007 Stock
Option Plan. Pension expense is expected to increase by approximately $8.0 million in 2009 as a result of recent market events and their impact
on pension-related actuarial assumptions (see Note 17 to the Consolidated Financial Statements).

Increases in occupancy and equipment, professional and outside services, and stationery, printing and postage compared to 2007 primarily
reflect the effect of the Chittenden acquisition. Merchant services expense relates to the merchant payment processing operation acquired in
connection with the Chittenden acquisition.

The increase in amortization of other acquisition-related intangibles in 2008 reflects additional amortization of the intangible assets resulting
from the Chittenden acquisition. See Note 3 to the Consolidated Financial Statements for a further discussion of the acquisition.

Included in other non-interest expense in 2008 are (i) one-time charges of $11.5 million, including benefit-related and other costs associated with
the death of People�s United Financial�s former President, (ii) a charge of $2.0 million related to the vesting of outstanding stock options and
restricted stock awards upon the dissolution of People�s United Financial�s Advisory Board, and (iii) a loss of $0.8 million on the sale of a portion
of the company�s non-branch properties located in Bridgeport, Connecticut. On February 27, 2009, the FDIC approved an additional one-time
special assessment of 20 basis points on deposits, in addition to an increase in regular assessment rates announced previously. As such, FDIC
insurance expense is expected to increase significantly in 2009.

Total non-interest expense in 2007 increased $32.4 million compared to 2006, excluding the $60.0 million contribution to The People�s United
Community Foundation. The improvement in People�s United Financial�s efficiency ratio in 2007 compared to 2006 reflects a $112.6 million, or
20%, increase in revenue, partially offset by a $34.2 million, or 10%, increase in operating expenses. The increase in operating revenue reflects
the increase in net interest income due to the investment of the net proceeds from the second-step conversion.

Compensation and benefits increased $12.7 million in 2007 compared to 2006. The increase reflects amortization expense of $6.3 million related
to the ESOP that was established in April 2007 and $2.6 million related to grants of restricted stock and stock options in October and December
pursuant to the 2007 Recognition and Retention Plan and the 2007 Stock Option Plan, as well as higher compensation expense, reflecting normal
merit increases, partially offset by lower pension expenses.

In 2007, occupancy and equipment increased $4.9 million compared to the 2006, primarily reflecting higher rent-related expense due to rate
increases and additional branches. Professional and outside service fees increased $4.5 million compared to 2006, reflecting higher costs for
information technology-related projects. Advertising and promotion increased $1.8 million compared to 2006, primarily due to costs associated
with the rebranding of the Bank as a result of People�s Bank changing its name to People�s United Bank on June 6, 2007. The increase in other
non-interest expense compared to 2006 primarily reflects a $2.8 million increase in the amortization of equipment leased to PCLC customers
and higher insurance costs and regulatory assessment fees.
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Discontinued Operations

People�s United Financial continues to generate recoveries from collection efforts on previously charged-off credit card accounts that were not
included in the sale of the credit card business. Recoveries, net of collection costs, totaled $2.3 million and $4.1 million for the years ended
December 31, 2007 and 2006, respectively. Recoveries occurring subsequent to the sale and through December 31, 2007 were included in
income from discontinued operations in the Consolidated Statements of Income.

Effective January 1, 2008, income from discontinued operations is no longer disclosed separately in the Consolidated Statements of Income as
the level of recoveries continues to decline due to the aging and diminishing pool of charged-off accounts.

Income Taxes

Income tax expense from continuing operations totaled $68.0 million, $75.5 million and $57.8 million for the years ended December 31, 2008,
2007 and 2006, respectively. Income tax benefits of $1.1 million and $2.4 million are included in income tax expense from continuing
operations for the years ended December 31, 2008 and 2006, respectively. These benefits relate to (i) a non-taxable BOLI death benefit
recognized in 2008 and (ii) the completion of federal income tax audits in 2008 and 2005.

Excluding these benefits from the respective years, People�s United Financial�s effective income tax rate from continuing operations would have
been 33.3%, 33.6% and 33.5% for the years ended December 31, 2008, 2007 and 2006, respectively. People�s United Financial�s effective income
tax rate is expected to increase slightly in 2009 due to a higher level of non-deductible expenses and an increase in state income tax liabilities
associated with the company�s expanded geographic franchise following the Chittenden acquisition.

Income tax expense for all three years reflects the state tax benefit resulting from the formation of People�s Mortgage Investment Company, a
wholly owned subsidiary of People�s United Bank. The formation of this subsidiary was a result of Connecticut tax legislation, which became
effective on January 1, 1999, that allows for the transfer of mortgage loans to a passive investment subsidiary. The related earnings of the
subsidiary, and any dividends it pays to the parent, are not subject to Connecticut income tax.

In connection with the acquisition of Chittenden, People�s United Financial acquired $25 million of limited partnership investments to develop
and operate affordable housing units for lower income tenants throughout New England. The cost of these investments is amortized on a
straight-line basis over the period during which the related federal income tax credits are realized (generally ten years). These credits totaled
$4.0 million for the year ended December 31, 2008. See Note 12 to the Consolidated Financial Statements.

47

Edgar Filing: People's United Financial, Inc. - Form 10-K

Table of Contents 58



Table of Contents

Securities

2008 2007 2006

As of December 31 (in millions)
Amortized

Cost
Fair

Value
Amortized

Cost
Fair

Value
Amortized

Cost
Fair

Value
Trading account securities $ 21.4 $ 21.4 $ 18.7 $ 18.7 $ 29.6 $ 29.6

Securities held to maturity 0.9 0.9 0.6 0.6 1.1 1.1

FHLB stock 31.1 31.1 19.5 19.5 20.1 20.1

Securities available for sale:
Debt securities:
U.S. Treasury, agency and government- sponsored enterprise (�GSE�) 1,469.2 1,472.1 22.0 22.0 25.9 25.9
U.S. agency and GSE mortgage-backed securities:
GNMA 331.2 333.4 �  �  �  �  
GSE 42.0 42.0 �  �  �  �  
State and municipal 0.3 0.3 �  �  �  �  

Total debt securities 1,842.7 1,847.8 22.0 22.0 25.9 25.9
Equity securities 0.5 0.5 0.5 0.7 0.6 0.8

Total securities available for sale 1,843.2 1,848.3 22.5 22.7 26.5 26.7
Net unrealized gain on securities available for sale 5.1 �  0.2 �  0.2 �  

Total securities available for sale, at fair value 1,848.3 1,848.3 22.7 22.7 26.7 26.7

Total securities $ 1,901.7 $ 1,901.7 $ 61.5 $ 61.5 $ 77.5 $ 77.5

People�s United Financial strives to maintain an appropriate balance between loan portfolio growth and deposit funding. People�s United
Financial�s management believes that, other than for transitional deployment of excess deposits or excess equity, a large securities portfolio
funded with wholesale borrowings provides limited economic value.

People�s United Financial has historically utilized the securities portfolio for earnings generation (in the form of interest and dividend income),
liquidity, interest rate risk management, asset diversification and tax planning. Securities available for sale are used as part of People�s United
Financial�s asset/liability management strategy and may be sold in response to, or in anticipation of, factors such as changes in market conditions
and interest rates, changes in security prepayment rates, liquidity considerations and regulatory capital requirements.

People�s United Financial invests in debt securities rated in the highest category assigned by a nationally recognized statistical ratings
organization. Management has internal guidelines for the credit quality and duration of People�s United Financial�s debt securities portfolio and
monitors these on a regular basis.

The increase in debt securities available for sale in 2008 reflects (i) management�s decision to invest in GSE debt securities with maturities
ranging from 91 to 180 days as an alternative to overnight federal funds sold, and (ii) the purchase of U.S. agency (GNMA) and GSE
mortgage-backed securities late in the fourth quarter of 2008 to provide the optimal balance of credit risk (none for GNMA securities), yield and
duration. Subsequent to December 31, 2008, People�s United Financial purchased an additional $360 million of U.S. agency (GNMA) and GSE
mortgage-backed securities.
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At December 31, 2008, People�s United Financial�s securities portfolio totaled $1.9 billion, or 9% of total assets, and had no wholesale
borrowings, which represent positions well below industry averages.

In 2006, People�s United Financial sold approximately $1.1 billion of debt securities as part of the restructuring of its balance sheet. Realized
losses from these sales of $27.4 million are included in net security losses in the Consolidated Statements of Income.

At December 31, 2008, the fair value exceeded the book value of the securities available for sale portfolio by $5.1 million, while at
December 31, 2007 and 2006, the book value and the fair value of the securities available for sale portfolio were approximately equivalent. All
unrealized gains and those unrealized losses representing temporary declines in value are recorded in stockholders� equity, net of income taxes.
As a result, management anticipates continued fluctuations in stockholders� equity due to changes in the fair value of these securities, albeit on a
relatively small scale due to the size and short duration of the portfolio.

The duration of the debt securities portfolio was approximately 0.4 years at December 31, 2008, compared to 0.02 years at December 31, 2007.

At December 31, 2008, short-term investments included $110 million of GSE debt securities with maturities of 90 days or less. Given the
short-term maturities of these securities, they are held to maturity and carried at amortized cost, which approximates fair value.

Lending Activities

People�s United Financial conducts its lending businesses through its Retail Banking and Small Business, Commercial Banking, and Wealth
Management business segments. People�s United Financial�s lending activities consist of originating loans secured by residential and commercial
properties, and extending secured and unsecured loans to consumer and commercial customers.

Total loans increased $5.6 billion in 2008 compared to 2007, after a decrease of 5% in 2007 and an increase of 9% in 2006. The increase in 2008
is primarily due to $5.7 billion in loans acquired in the Chittenden acquisition. The $687 million decrease in residential mortgage loans in 2007
reflects People�s United Bank�s decision in the fourth quarter of 2006 to sell essentially all of its newly-originated residential mortgage loans due
to the low spreads on such loans in the current interest rate environment.

The following table summarizes the loan portfolio. Amounts represent gross loans before deducting the allowance for loan losses.

As of December 31 (in millions) 2008 2007 2006 2005 2004
Residential mortgage:
Adjustable rate $ 2,857.2 $ 3,123.8 $ 3,805.6 $ 3,410.8 $ 3,156.6
Fixed rate 287.4 89.1 94.5 97.1 109.8

Total residential mortgage 3,144.6 3,212.9 3,900.1 3,507.9 3,266.4

Consumer 2,227.4 1,250.8 1,321.3 1,257.5 1,140.0

Commercial real estate 4,967.3 1,885.6 1,786.7 1,778.3 1,838.1
Commercial and industrial lending 2,999.5 1,618.9 1,493.8 1,394.5 1,235.9
Equipment financing 1,226.9 981.5 869.8 634.7 453.0

Total commercial banking 9,193.7 4,486.0 4,150.3 3,807.5 3,527.0

Total loans $ 14,565.7 $ 8,949.7 $ 9,371.7 $ 8,572.9 $ 7,933.4
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Total Loans

As of December 31 (dollars in millions)

The following table presents the contractual maturity of total loans as of December 31, 2008.

As of December 31, 2008 (in millions)

Residential
Mortgage and

Consumer
Commercial

Banking Total
Amounts due:
One year or less $ 141.3 $ 1,632.3 $ 1,773.6

After one year:
One to five years 538.6 3,070.9 3,609.5
Over five years 4,692.1 4,490.5 9,182.6

Total due after one year 5,230.7 7,561.4 12,792.1

Total $ 5,372.0 $ 9,193.7 $ 14,565.7

The following table presents, as of December 31, 2008, loan amounts due after December 31, 2009, and whether these loans have fixed interest
rates or adjustable interest rates.

(in millions) Fixed Adjustable Total
Residential mortgage and consumer $ 852.8 $ 4,377.9 $ 5,230.7
Commercial banking 4,183.6 3,377.8 7,561.4

Total loans due after one year $ 5,036.4 $ 7,755.7 $ 12,792.1

Residential Mortgage Lending

People�s United Financial offers its customers a wide range of residential mortgage loan products. These include conventional fixed rate loans,
jumbo fixed rate loans (loans with principal balances greater than established Freddie Mac and Fannie Mae limits), adjustable rate loans,
sometimes referred to as ARM loans, interest-only loans (loans where payments made by the borrower consist of only interest for a set period of
time, before the payments change to principal and interest), as well as Federal Housing Authority insured loans and various state housing finance
authority loans.

People�s United Financial originates these loans through its network of branches and calling officers, as well as in the wholesale market, which
accounted for approximately 5%, 21% and 66% of People�s United Financial�s mortgage loan originations for 2008, 2007 and 2006, respectively.
The decline in wholesale originations reflects People�s United Financial�s decision in April 2008 to discontinue using the wholesale market as a
source for originating residential mortgage loans.
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At December 31, 2008 and 2007, 69% and 91%, respectively, of the residential mortgage loan portfolio was secured by properties located in
Connecticut. As a result of People�s United Financial�s acquisition of Chittenden, approximately 20% of the residential mortgage loan portfolio at
December 31, 2008 was secured by properties located in Vermont, New Hampshire and Massachusetts. Included in residential mortgage loans
are construction loans totaling $97 million and $96 million at December 31, 2008 and 2007, respectively. In 2008, People�s United Financial�s
residential mortgage originations totaled $692 million, compared to $431 million in 2007 and $1.1 billion in 2006.

The mix and volume of residential mortgage loan originations vary in response to changes in market interest rates and customer preferences.
Adjustable rate loans accounted for 22% of total residential mortgage originations in 2008, compared to 27% and 77% for 2007 and 2006,
respectively.

At December 31, 2008, the residential mortgage loan portfolio included $1.4 billion of interest-only loans of which $135 million are stated
income loans, compared to $1.8 billion and $158 million respectively, at December 31, 2007. People�s United Financial�s underwriting practices
and credit review standards for such loans are generally consistent with those applied to other types of residential mortgage loan products.

People�s United Financial began originating interest-only residential mortgage loans in March 2003. The underwriting guidelines and
requirements are more restrictive for interest-only loans than for amortizing adjustable rate mortgages. More specifically, properties must be
single-family and owner-occupied primary residences, loan-to-value ratios are lower, higher credit scores are required, post closing reserve
requirements are greater, and there are limits on cash-out refinances as compared to amortizing adjustable rate mortgages. Amortization of an
interest-only loan begins after the initial interest rate change (e.g. after 5 years for a 5/1 adjustable rate mortgage).

Stated income loans represent a form of reduced documentation loan that requires a potential borrower to complete a standard mortgage
application with full verification of the borrower�s asset information as contained in the loan application, but no verification of the provided
income information. As with interest-only loans, underwriting guidelines for stated income loans require properties to be single-family and
owner-occupied primary residences with lower loan-to-value ratios and higher credit scores. In addition, stated income loans require the receipt
of an appraisal for the real estate used as collateral and a credit report on the prospective borrower.

People�s United Financial�s loan loss experience within the residential mortgage portfolio increased in 2008 and continues to be primarily
attributable to a small number of loans.

Adjustable rate residential mortgage loans at December 31, 2008 decreased $267 million compared to year-end 2007, while fixed-rate mortgage
loans increased $198 million. Excluding the effect of residential mortgage loans acquired in the Chittenden acquisition, residential mortgage
loans would have decreased $813 million since December 31, 2007, reflecting People�s United Financial�s decision in the fourth quarter of 2006
to begin selling essentially all of its newly-originated residential mortgage loans. Total adjustable rate residential mortgage loans decreased $682
million in 2007 compared to year-end 2006, while fixed-rate mortgage loans decreased $5 million.

Historically, People�s United Financial has held virtually all of the adjustable-rate residential mortgage loans that it originates on its balance sheet
and has sold virtually all of the fixed-rate residential mortgage loans that it originates into the secondary market. In 2006, People�s United
Financial completed a reassessment of its pricing with respect to adjustable-rate residential mortgage loans in light of the prevailing interest rate
environment at that time. As a result, People�s United Financial made the decision in the fourth quarter of 2006 to sell essentially all of its
newly-originated residential mortgage loans. People�s United Financial continues to actively offer residential mortgage loans of all types through
its extensive distribution system.
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Residential mortgage loan balances are expected to continue to decline in the future until People�s United Financial resumes adding such loans to
its portfolio to an extent that more than offsets repayments. The continued performance of the residential mortgage loan portfolio in 2009 may
be adversely impacted by the level and direction of interest rates, consumer preferences and the regional economy.

Residential Mortgage Originations

Years ended December 31 (dollars in millions)

Residential Mortgage Originations by Product

Year ended December 31, 2008 (percent)

Consumer Lending

People�s United Financial offers home equity credit lines and second mortgage loans, and to a lesser extent, other forms of installment and
revolving credit loans. Future growth of People�s United Financial�s consumer loan portfolio is highly dependent upon economic conditions, the
interest rate environment and competitors� strategies, as well as the success of People�s United Financial�s marketing programs and
information-based strategies.

As of December 31 (in millions) 2008 2007
Home equity credit lines $ 1,619.8 $ 938.5
Second mortgages 325.7 285.9
Indirect auto 224.8 �  
Other loans 57.1 26.4

Total consumer $ 2,227.4 $ 1,250.8

The increase in consumer loans in 2008 reflects the Chittenden acquisition, as well as organic growth of $153 million. At December 31, 2008
and 2007, approximately 62% and 99%, respectively, of the consumer loan portfolio was to customers located in Connecticut. At December 31,
2008 approximately 20% of the consumer loan portfolio represents loans to customers located in Vermont. The indirect auto portfolio was
acquired in connection with the Chittenden acquisition.
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Commercial Banking

The Commercial Banking lending businesses include commercial real estate, commercial and industrial lending, and equipment financing by
PCLC. Shared national credits are included in the commercial real estate and commercial and industrial lending portfolios. In January 2008,
People�s United Financial announced its decision to unwind its shared national credits portfolio in an orderly manner over the next two to three
years.

Commercial Real Estate

As of December 31 (in millions) 2008 2007
Property Type:
Retail $ 1,204.5 $ 460.7
Office buildings 1,047.4 409.3
Residential 766.4 514.3
Industrial/manufacturing 643.2 184.6
Hospitality and entertainment 544.3 36.6
Mixed/Special use 252.2 71.5
Land 172.6 52.3
Self storage/industrial 125.5 97.8
Health care 86.4 47.2
Other properties 124.8 11.3

Total commercial real estate $ 4,967.3 $ 1,885.6

People�s United Financial manages the commercial real estate portfolio by limiting the concentration in any loan type, term, industry, or to any
individual borrower. Included in commercial real estate loans are shared national credits totaling $290 million and $284 million at December 31,
2008 and 2007, respectively. People�s United Financial�s highest loan concentration in the commercial real estate loan portfolio was in the retail
sector, which represented 24% of this loan portfolio at both December 31, 2008 and 2007.

Commercial Real Estate Portfolio

As of December 31 (dollars in millions)

At December 31, 2008, approximately 29% of People�s United Financial�s commercial real estate portfolio was secured by properties located in
Connecticut, compared to approximately 65% at December 31, 2007. In addition, approximately 47% of the commercial real estate portfolio was
secured by properties located in Massachusetts, New Hampshire and Vermont at December 31, 2008. No other state exposure was greater than
10%. Included in the commercial real estate portfolio are construction loans totaling $902 million and $607 million at December 31, 2008 and
2007, respectively.
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Commercial real estate is dependent on the successful operation of the related income-producing real estate. Accordingly, the income streams
generated by this portfolio can be impacted by changes in the real estate market and, to a large extent, New England�s economy. In 2008, the
commercial real estate portfolio increased $3.1 billion compared to 2007, and increased $99 million in 2007 compared to 2006. The increase in
the commercial real estate portfolio in 2008 reflects the Chittenden acquisition, as well as organic growth of $285 million, or 15%, in the
commercial real estate loan portfolio. People�s United Financial continues to focus on maintaining strong asset quality standards in a competitive
market generally characterized by aggressive pricing and less attractive underwriting terms. The growth and performance of this portfolio is
largely dependent on the economic environment and may be adversely impacted if the economy continues to slow in 2009.

Commercial Real Estate Diversification

As of December 31, 2008 (percent)

Commercial and Industrial Lending

As of December 31 (in millions) 2008 2007
Industry:
Manufacturing $ 633.3 $ 386.1
Finance, insurance and real estate 618.3 425.6
Service 571.4 268.6
Wholesale distribution 289.5 153.3
Retail sales 195.0 121.9
Health services 169.3 115.4
Construction 130.2 29.8
Public administration 107.8 8.2
Transportation/utility 77.7 41.5
Arts/entertainment/recreation 65.3 51.7
Agriculture 33.6 0.1
Other 108.1 16.7

Total commercial and industrial lending $ 2,999.5 $ 1,618.9

People�s United Financial provides diversified products and services to its commercial customers, including short-term working capital credit
facilities, term financing, asset-based loans, letters of credit, cash management services and commercial deposit accounts.

Commercial products are generally packaged together to create a financing solution specifically tailored to the needs of the customer. Taking a
total relationship-focused approach with commercial customers to meet their financing needs has resulted in substantial growth in
non-interest-bearing deposits over time, as well as in opportunities to provide other banking services to principals and employees of these
commercial customers.
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The borrower�s ability to repay a commercial loan is closely tied to the ongoing profitability and cash flow of the borrower�s business.
Consequently, a commercial loan tends to be more directly impacted by changes in economic cycles that affect businesses generally and the
borrower�s business specifically. The availability of adequate collateral is a factor in commercial loan decisions, and loans are generally
collateralized and/or guaranteed by third parties.

In 2008, the commercial and industrial lending portfolio increased $1.4 billion compared to 2007, and increased $125 million in 2007 compared
to 2006. The increase in the commercial and industrial lending portfolio in 2008 reflects the Chittenden acquisition, as well as organic growth of
$102 million, or 6%, in the commercial and industrial lending portfolio. Included in commercial lending are shared national credits totaling $374
million and $454 million at December 31, 2008 and 2007, respectively. At December 31, 2008, approximately 39% of the commercial loan
portfolio consisted of loans to Connecticut-based businesses, compared to approximately 66% at December 31, 2007. Commercial loan exposure
in the states of Massachusetts, New Hampshire and Vermont totaled 37% at December 31, 2008. No other state exposure was greater than 6%.
While People�s United Financial continues to focus on asset quality, the performance of the commercial lending portfolio may be adversely
impacted if the economy continues to slow in 2009.

Commercial and Industrial Lending Diversification

As of December 31, 2008 (percent)

Commercial and Industrial Lending Portfolio

As of December 31 (dollars in millions)
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Shared National Credits

At December 31, 2008, the shared national credits loan portfolio totaled $664 million compared to $738 million at December 31, 2007, and
represented 7% and 16% of the total Commercial Banking loan portfolio at the respective dates. As discussed above, included in the shared
national credits portfolio at December 31, 2008 and 2007 were commercial loans totaling $374 million and $454 million, respectively, and
commercial real estate loans totaling $290 million and $284 million, respectively. In January 2008, People�s United Financial announced its
decision to unwind its shared national credits portfolio in an orderly manner over the next two to three years.

At December 31, 2008, the shared national credits loan portfolio consisted only of loans purchased from other financial institutions. At
December 31, 2008, approximately $26 million, or 4%, of the shared national credits loan portfolio consisted of borrowers who are
headquartered in Connecticut, while approximately $264 million, or 40%, consisted of borrowers located in Washington, California and New
York. No other state exposure was greater than 9%.

PCLC

As of December 31 (in millions) 2008 2007
Industry:
Printing $ 415.4 $ 340.8
Transportation/utility 339.5 278.8
General manufacturing 166.1 143.7
Retail sales 135.6 95.5
Packaging 87.3 77.0
Service 33.8 25.8
Health services 25.5 6.7
Wholesale distribution 23.7 13.2

Total PCLC $ 1,226.9 $ 981.5

PCLC provides equipment financing for customers in 48 states, specializing in financing for the printing, transportation/utility, general
manufacturing, retail sales and packaging industries. PCLC will buy or sell portions of financing transactions in the secondary market to manage
the concentration risk of the overall portfolio. At December 31, 2008, approximately 38% of the portfolio consisted of loans to customers
located in California, Texas, Florida and Illinois. No other state exposure was greater than 5%.

The PCLC portfolio grew $245 million, or 25%, in 2008, after increasing $112 million, or 13%, in 2007, reflecting management�s decision to
grow this portfolio. Operating on a national scale, PCLC represented 13% of the Commercial Banking loan portfolio at December 31, 2008
compared to 22% at year-end 2007. While People�s United Financial continues to focus on asset quality, the performance of the equipment
financing portfolio may be adversely impacted if the economy continues to slow in 2009.

56

Edgar Filing: People's United Financial, Inc. - Form 10-K

Table of Contents 67



Table of Contents

PCLC Diversification

As of December 31, 2008 (percent)

PCLC Loan Portfolio

As of December 31 (dollars in millions)

The following table sets forth the contractual maturity (based on final payment date) and interest rate sensitivity (based on next repricing date) of
People�s United Financial�s construction loans and commercial loans:

As of December 31, 2008 (in millions)
One Year

or Less

After One
Year Through

Five Years
After

Five Years Total
Contractual maturity:
Construction loans:
Residential mortgage $ 77.7 $ 13.4 $ 5.6 $ 96.7
Commercial real estate 415.9 310.6 175.8 902.3
Commercial loans 903.0 1,932.1 1,391.3 4,226.4

Total $ 1,396.6 $ 2,256.1 $ 1,572.7 $ 5,225.4

Interest rate sensitivity:
Predetermined rates $ 378.2 $ 1,107.1 $ 930.7 $ 2,416.0
Variable rates 1,018.4 1,149.0 642.0 2,809.4

Total $ 1,396.6 $ 2,256.1 $ 1,572.7 $ 5,225.4
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Asset Quality

The past year has been marked by significant volatility in the financial and capital markets initially brought about by the fallout associated with
the subprime mortgage market. This disruption led to significant credit and liquidity concerns, which resulted in government intervention within
the banking sector and a substantial decline in activity within the secondary mortgage market. All of these issues have been further exacerbated
by an accelerated softening of the real estate market and, in more recent months, a worsening recessionary economic environment. These events
have, in turn, led to weakness within the commercial sector, prompting the federal government to implement a $787 billion stimulus package in
February 2009, with the objective of reviving the U.S. economy.

People�s United Financial does not engage in subprime mortgage lending, which has been the riskiest sector of the residential housing market.
People�s United Financial has virtually no exposure to subprime loans, or to similarly high-risk Alt-A loans and structured investment vehicles.

While People�s United Financial continues to adhere to prudent underwriting standards, the loan portfolio is geographically diverse and,
therefore, is not immune to potential negative consequences arising as a result of general economic weakness and, in particular, a sharp
downturn in the housing market on a national scale. Decreases in real estate values could adversely affect the value of property used as collateral
for loans. In addition, adverse changes in the economy could have a negative effect on the ability of borrowers to make scheduled loan
payments, which would likely have an adverse impact on earnings. Further, an increase in loan delinquencies may serve to decrease net interest
income and adversely impact loan loss experience, resulting in an increased provision and allowance for loan losses.

People�s United Financial actively manages asset quality through its underwriting practices and collection operations. Underwriting practices
tend to focus on optimizing the return of a given loan as a result of its risk classification while collection operations focus on minimizing losses
once an account becomes delinquent.

The allowance for loan losses is established through provisions for loan losses charged to income. Losses on loans, including impaired loans, are
charged to the allowance for loan losses when all or a portion of a loan is deemed to be uncollectible. Recoveries of loans previously charged off
are credited to the allowance for loan losses when realized. People�s United Financial maintains the allowance for loan losses at a level that is
deemed adequate to absorb probable losses inherent in the existing loan portfolio, based on a quarterly evaluation of a variety of factors. These
factors include, but are not limited to: People�s United Financial�s historical loan loss experience and recent trends in that experience; risk ratings
assigned by lending personnel to commercial real estate, commercial and PCLC loans, and the results of ongoing reviews of those ratings by
People�s United Financial�s independent loan review function; an evaluation of delinquent and non-performing loans and related collateral values;
the probability of loss in view of geographic and industry concentrations and other portfolio risk characteristics; the present financial condition
of borrowers; and current economic conditions. While People�s United Financial seeks to use the best available information to make these
evaluations, future adjustments to the allowance for loan losses may be necessary based on changes in economic conditions, results of regulatory
examinations, further information obtained regarding known problem loans, the identification of additional problem loans and other factors.
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Provision and Allowance for Loan Losses

The following table presents the activity in the allowance for loan losses and ratios:

Years ended December 31 (dollars in millions) 2008 2007 2006 2005 2004
Beginning allowance for loan losses $ 72.7 $ 74.0 $ 75.0 $ 72.5 $ 70.5

Charge-offs:
Commercial (5.6) (7.0) (5.2) (0.9) (0.6)
Consumer (3.7) (2.7) (3.4) (4.9) (9.7)
Indirect auto (3.5) �  �  �  �  
Commercial real estate (3.4) �  �  (0.1) (3.2)
PCLC (1.5) (1.8) (0.6) (3.1) (1.5)
Residential mortgage (1.5) �  (0.1) (0.1) (0.2)

Total charge-offs (19.2) (11.5) (9.3) (9.1) (15.2)

Recoveries:
Commercial 1.3 0.3 0.4 0.4 0.3
Consumer 0.9 1.1 1.6 2.0 2.8
Indirect auto 1.2 �  �  �  �  
Commercial real estate 0.2 0.1 2.5 0.1 0.1
PCLC 0.3 0.1 0.3 0.3 0.5
Residential mortgage 0.4 0.6 0.1 0.2 0.2

Total recoveries 4.3 2.2 4.9 3.0 3.9

Net loan charge-offs (14.9) (9.3) (4.4) (6.1) (11.3)
Provision for loan losses 26.2 8.0 3.4 8.6 13.3
Allowance recorded in the Chittenden acquisition 73.5 �  �  �  �  

Ending allowance for loan losses $ 157.5 $ 72.7 $ 74.0 $ 75.0 $ 72.5

Allowance for loan losses as a percentage of:
Total loans 1.08% 0.81% 0.79% 0.87% 0.91%
Non-performing loans 186.8 357.8 327.9 352.5 264.6

The provision for loan losses in 2008 totaled $26.2 million, reflecting $14.9 million in net loan charge-offs and an $11.3 million increase in the
allowance for loan losses, including a $4.5 million increase resulting from the alignment of the former Chittenden allowance for loan losses
methodology with that of People�s United Financial. The provision for loan losses in 2007 totaled $8.0 million, reflecting net loan charge-offs of
$9.3 million and a $1.3 million reduction in the allowance for loan losses. The increase in net loan charge-offs in 2008 is entirely attributable to
loans acquired in the Chittenden acquisition.

The allowance for loan losses also reflects the allowance of $73.5 million recorded in the Chittenden acquisition with respect to loans not
included in the scope of AICPA Statement of Position 03-3, which is discussed in Note 3 to the Consolidated Financial Statements. The
allowance for loan losses as a percentage of total loans was 1.08% at December 31, 2008 and 0.81% at December 31, 2007.

Net loan charge-offs as a percentage of average total loans equaled 0.10% in both 2008 and 2007. The very low level of net loan charge-offs in
terms of absolute dollars and as a percentage of average loans is unlikely to be sustainable in the future.

The provision for loan losses increased $4.6 million in 2007 compared to 2006, reflecting higher net loan charge-offs in 2007 and a $1.3 million
reduction in the allowance for loan losses in 2007, compared to a $1.0 million reduction in the allowance for loan losses in 2006. Net loan
charge-offs in 2007 increased $4.9 million compared to 2006. Commercial loan net charge-offs in 2007 include a $5.9 million charge-off
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commercial banking loan that was placed on non-accrual status in the fourth quarter of 2006. Commercial real estate net recoveries in 2006
included a $2.3 million cash recovery on one non-performing loan that was resolved.

Net loan charge-offs as a percentage of average total loans equaled 0.10% in 2007, up from 0.05% in 2006, reflecting the increase in net loan
charge-offs in 2007 and the impact on the ratio of a $120 million, or 1%, increase in average loans in 2007.

Net Loan Charge-Offs (Recoveries) as a Percentage of Average Total Loans

Years ended December 31 2008 2007 2006 2005 2004
Indirect auto 1.08% �  % �  % �  % �  %
Consumer 0.15 0.13 0.14 0.24 0.66
Commercial 0.15 0.44 0.34 0.04 0.03
PCLC 0.12 0.19 0.04 0.54 0.27
Commercial real estate 0.07 (0.01) (0.14) �  0.18
Residential mortgage 0.03 (0.02) �  �  �  

Total portfolio 0.10% 0.10% 0.05% 0.07% 0.15%

The following table presents the allocation of the allowance for loan losses by loan category and the percentage of loans in each category to total
loans:

2008 2007 2006 2005 2004
As of December 31

(dollars in
millions) Amount

Percent
of Loan
Portfolio Amount

Percent
of Loan
Portfolio Amount

Percent
of Loan
Portfolio Amount

Percent
of Loan
Portfolio Amount

Percent
of Loan
Portfolio

Commercial real estate $ 84.7 34.1% $ 27.9 21.0% $ 27.5 19.1% $ 30.5 20.7% $ 30.5 23.1%
Commercial 54.0 20.6 24.7 18.1 27.5 15.9 25.5 16.3 23.5 15.6
PCLC 12.7 8.4 18.3 11.0 16.0 9.3 13.0 7.4 10.5 5.7
Consumer 3.3 15.3 1.1 14.0 2.0 14.1 3.0 14.7 5.0 14.4
Residential mortgage 2.8 21.6 0.7 35.9 1.0 41.6 3.0 40.9 3.0 41.2

Total allowance for loan
losses $ 157.5 100.0% $ 72.7 100.0% $ 74.0 100.0% $ 75.0 100.0% $ 72.5 100.0%

The allocation of the allowance for loan losses at December 31, 2008 reflects management�s assessment of credit risk and probable loss within
each portfolio following the acquisition of Chittenden. This assessment is based on a variety of internal and external factors including, but not
limited to, the likelihood and severity of loss, portfolio growth and related risk characteristics, and current economic conditions.

Non-Performing Assets

A loan is generally considered �non-performing� when it is placed on non-accrual status. A loan is generally placed on non-accrual status when it
becomes 90 days past due as to interest or principal payments. However, a loan may be placed on non-accrual status earlier if such loan has been
identified as presenting uncertainty with respect to the collectibility of interest and principal. A loan past due 90 days or more may remain on
accruing status if such loan is both well secured and in the process of collection. People�s United Financial�s historical
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experience suggests that a portion of these non-performing assets will eventually be recovered. All non-performing loans are in various stages of
collection, workout, settlement or foreclosure. When loan workout efforts are exhausted and it is determined that the borrower is unable to repay
the obligation, People�s United Financial will complete foreclosure procedures, if applicable. Restructured commercial and commercial real
estate loans are those for which concessions to below market terms, such as below market interest rates or deferral of interest, have been granted
due to the borrowers� financial condition.

The following table presents information on non-accrual loans, real estate owned and repossessed assets:

As of December 31 (dollars in millions) 2008 2007 2006 2005 2004
Non-accrual loans:
Commercial real estate $ 29.8 $ 3.7 $ 0.2 $ 5.8 $ 8.7
Residential mortgage 24.2 8.9 6.7 6.7 7.5
Commercial 21.1 1.3 11.9 1.3 5.2
PCLC 5.8 3.1 2.1 6.2 5.1
Consumer 3.3 3.3 1.7 1.3 0.9
Indirect auto 0.1 �  �  �  �  

Total non-accrual loans (1) 84.3 20.3 22.6 21.3 27.4
Real estate owned (�REO�) and repossessed assets, net 9.4 5.8 0.1 0.7 1.2

Total non-performing assets $ 93.7 $ 26.1 $ 22.7 $ 22.0 $ 28.6

Non-performing loans as a percentage of total loans 0.58% 0.23% 0.24% 0.25% 0.35%
Non-performing assets as a percentage of:
Total loans, REO and repossessed assets 0.64 0.29 0.24 0.26 0.36
Stockholders� equity and allowance for loan losses 1.76 0.58 1.61 1.62 2.25

(1) Reported net of government guarantees totaling $6.5 million at December 31, 2008 (none for prior periods).
Total non-performing assets increased $67.6 million from December 31, 2007 and were 0.64% of total loans, real estate owned and repossessed
assets at December 31, 2008. The increase in non-performing assets from December 31, 2007 primarily reflects additional non-performing assets
attributable to the acquired Chittenden loan portfolio, and includes increases in non-performing commercial real estate loans of $26.1 million,
non-performing commercial loans of $19.8 million and non-performing residential mortgage loans of $15.3 million. Loans past due 90 days or
more and still accruing totaled $8.0 million at December 31, 2008 (none for prior periods).

Total non-performing assets at December 31, 2007 increased $3.4 million from December 31, 2006 and were 0.29% of total loans, real estate
owned and repossessed assets. Increases in non-performing commercial real estate loans of $3.5 million, REO and repossessed assets of $5.7
million, non-performing PCLC loans of $1.0 million and non-performing residential mortgage loans of $2.2 million, were partially offset by a
decrease of $10.6 million in non-performing commercial loans. The decrease in non-performing commercial loans primarily reflects the $5.9
million charge-off related to one loan discussed above. The increase in non-performing commercial real estate loans reflects one loan totaling
$3.4 million that was classified as non-performing in 2007. The increase in REO and repossessed assets primarily reflects the repossession of a
printing press and ancillary equipment from one borrower and the transfer to real estate owned of the real estate securing the remaining balance
of the non-performing commercial loan discussed above.

The level of non-performing assets is expected to fluctuate in response to changing economic and market conditions, and the relative sizes of the
respective loan portfolios, along with management�s degree of success in resolving problem assets. Management takes a proactive approach with
respect to the identification and resolution of problem loans. However, given the current state of the U.S. economy and, more specifically, the
real estate market, it is anticipated that the level of non-performing assets will increase in 2009.
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At December 31, 2008, 2007, 2006, 2005 and 2004, People�s United Financial�s portfolio did not include any loans, not included in the table
above, which are �troubled debt restructurings� as defined in SFAS No. 15, �Accounting by Debtors and Creditors for Troubled Debt
Restructurings.�

As of December 31, 2008, if all non-accruing loans had been current in accordance with their terms and had been outstanding throughout 2008
or since origination if held for part of the year, the gross interest income that would have been recorded in 2008 on such loans would have
amounted to approximately $8.6 million. The amount of interest income on the non-accruing loans included in net income in 2008 was $2.4
million.

Off-Balance-Sheet Arrangements

Detailed discussions pertaining to People�s United Financial�s off-balance-sheet arrangements are included in the following sections: Funding,
Liquidity, Capital and Market Risk Management.

Funding

At the current time, People�s United Financial�s primary funding sources are deposits and stockholders� equity, which represent 96% of total assets
at December 31, 2008. Borrowings also are an available source of funding. Based on People�s United Bank�s membership in the FHLB of Boston
and the level of qualifying collateral available at December 31, 2008, People�s United Bank had up to $3.2 billion of borrowing capacity in the
form of advances from the FHLB of Boston and Federal Reserve Bank, and repurchase agreements. People�s United Bank also had unsecured
borrowing capacity of $0.5 billion at December 31, 2008.

Deposits

2008 2007 2006
As of December 31

(dollars in millions) Amount

Weighted
Average

Rate Amount

Weighted
Average

Rate Amount

Weighted
Average

Rate
Non-interest-bearing $ 3,173.4 �  % $ 2,166.1 �  % $ 2,294.4 �  %
Savings, interest-bearing
checking and money
market 6,214.7 1.01 3,008.9 1.44 3,205.2 1.39

Total 9,388.1 0.67 5,175.0 0.84 5,499.6 0.81

Time deposits maturing:
Within 6 months 2,147.1 2.60 2,432.7 4.66 2,287.3 4.49
After 6 months but within 1 year 2,266.1 3.35 1,033.6 4.56 980.3 4.63
After 1 but within 2 years 325.2 2.99 158.4 3.74 220.8 3.65
After 2 but within 3 years 63.8 3.46 37.0 3.54 45.4 3.14
After 3 years 79.1 3.71 43.9 4.03 49.2 3.88

Total 4,881.3 3.00 3,705.6 4.57 3,583.0 4.45

Total deposits $ 14,269.4 1.47% $ 8,880.6 2.40% $ 9,082.6 2.25%

People�s United Financial�s strategy is to focus on increasing deposits by providing a wide range of convenient services to commercial, retail,
small business and wealth management customers. People�s United Financial provides customers access to their deposits through over 300
branches, including 79 full-service Stop & Shop supermarket branches, over 400 ATMs, telephone banking and an Internet banking site.
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Deposits equaled 71% and 66% of total assets at December 31, 2008 and 2007, respectively. Total deposits increased $5.4 billion from year-end
2007 primarily due to $6.2 billion in deposits acquired in the Chittenden acquisition. Deposits and stockholders� equity constituted over 98% of
People�s United Financial�s funding base at December 31, 2008 and over 99% at December 31, 2007.

The expansion of People�s United Financial�s branch network and its commitment to developing full-service relationships with its customers are
integral components of People�s United Financial�s strategy to leverage the success of its supermarket banking initiative, expand market share and
continue growing deposits. At December 31, 2008, People�s United Financial�s network of Stop & Shop branches held deposits totaling $2.1
billion and deposits in supermarket branches open for more than one year averaged $28 million per store.

Non-interest-bearing deposits are an important source of low-cost funding and fee income for People�s United Financial. In addition, People�s
United Financial believes that checking accounts represent one of the core relationships between a financial institution and its customers, and it
is from these relationships that cross-selling of other financial services can be achieved. Non-interest-bearing deposits equaled 22% and 24% of
deposits at December 31, 2008 and 2007, respectively.

Time deposits of $100,000 or more totaled $1.4 billion at December 31, 2008, of which $533 million mature within three months, $232 million
mature after three months but within six months, $577 million mature after six months but within one year and $104 million mature after one
year. Brokered certificates of deposit acquired in the Chittenden acquisition totaled $17.1 million at December 31, 2008 (none at December 31,
2007 and 2006).

The following table presents, by rate category, time deposits as of December 31, 2008.

As of December 31 (in millions) 2008
2.50% or less $ 1,491.5
2.51% to 3.00% 1,078.5
3.01% to 3.50% 883.8
3.51% to 4.00% 1,260.7
4.01% to 4.50% 115.3
4.51% to 5.00% 33.6
5.01% to 5.50% 17.9

Total $ 4,881.3

The following table presents, by rate category, the remaining period to maturity of time deposits outstanding as of December 31, 2008.

Period to Maturity from December 31, 2008

(in millions)

Within
three

months

Over
three to

six months

Over six
months

to
one year

Over one
to

two years

Over two
to

three years

Over
three
years Total

2.50% or less $ 767.2 $ 338.5 $ 311.8 $ 60.3 $ 11.3 $ 2.4 $ 1,491.5
2.51% to 3.00% 377.9 277.0 282.0 117.5 17.3 6.8 1,078.5
3.01% to 3.50% 108.8 87.0 562.3 110.6 4.4 10.7 883.8
3.51% to 4.00% 37.3 40.7 1,090.4 23.6 19.5 49.2 1,260.7
4.01% to 4.50% 50.8 35.3 14.1 7.7 2.0 5.4 115.3
4.51% to 5.00% 8.8 5.2 3.9 4.2 7.6 3.9 33.6
5.01% to 5.50% 8.9 3.7 1.6 1.3 1.7 0.7 17.9

Total $ 1,359.7 $ 787.4 $ 2,266.1 $ 325.2 $ 63.8 $ 79.1 $ 4,881.3
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Total Deposits

As of December 31 (dollars in millions)

Borrowings

2008 2007 2006

As of December 31 (dollars in millions) Amount
Weighted

Average Rate Amount
Weighted

Average Rate Amount
Weighted

Average Rate
Repurchase agreements maturing within
1 month $ 156.7 0.69% $ �  �  $ �  �  

Fixed rate FHLB advances maturing:
After 1 but within 2 years 8.3 3.93 �  �  �  �  
After 2 but within 3 years 1.8 3.96 �  �  �  �  
After 5 years 5.0 2.14 �  �  �  �  

Total FHLB advances 15.1 3.34 �  �  �  �  

Overnight federal funds purchased �  �  �  �  4.1 5.15

Other 16.1 2.52 �  �  �  �  

Total borrowings $ 187.9 1.06% $ �  �  % $ 4.1 5.15%

At December 31, 2008, total borrowings equaled less than 1% of total assets. The increase in borrowings is due to the borrowings acquired in
connection with the Chittenden acquisition. Repurchase agreements at December 31, 2008 consisted of transactions with commercial and
municipal customers.

In previous years, People�s United Financial�s primary source for borrowings were federal funds purchased, which are typically unsecured
overnight loans among banks, and advances from the Federal Home Loan Bank of Boston, which provides credit for member institutions within
its assigned region. People�s United Financial�s outstanding Federal Home Loan Bank advances at December 31, 2008 represented less than
one-half of one percent of total assets.

Subordinated Notes

Subordinated notes totaled $181 million and $65 million at December 31, 2008 and 2007, respectively. People�s United Financial assumed
liability for subordinated notes with a fair value of $115 million in connection with the Chittenden acquisition. These subordinated notes, which
were issued in February 2007, represent unsecured general obligations of People�s United Financial with interest payable semi-annually. The
notes have a coupon of 5.80% for the first five years and convert to a variable rate in year six that is tied to three month LIBOR plus 68.5 basis
points. Beginning February 14, 2012, People�s United Financial has the option to redeem some or all of the notes.
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At December 31, 2008 and 2007, People�s United Bank had $65 million of 9.875% subordinated notes outstanding. These subordinated notes are
due in 2010 and represent unsecured general obligations of People�s United Bank with interest payable semi-annually, are subordinated to the
claims of depositors and People�s United Bank�s other creditors and are not redeemable prior to maturity without prior approval of the OTS. For
regulatory capital purposes, the 9.875% subordinated notes qualify, up to certain limits, as supplementary (tier 2) capital for People�s United
Bank�s total risk-based capital.

From time to time, People�s United Financial may seek to repurchase a portion of these subordinated notes. Repurchases will be made at
management�s discretion, depending on its assessment of the desirability of alternative uses for the company�s capital, the price at which such
repurchases may be effected, the company�s cash flow and capital levels, and general market conditions.

In the fourth quarter of 2008, People�s United Financial and People�s United Bank both opted in to the FDIC Temporary Liquidity Guarantee
Program, which provides a temporary guarantee of newly-issued senior unsecured debt, as defined (the �Debt Guarantee Program�). As of
December 31, 2008, neither People�s United Financial nor People�s United Bank had any debt outstanding that qualifies under the Debt Guarantee
Program. People�s United Bank may issue up to approximately $300 million of senior unsecured debt that would qualify under the Debt
Guarantee Program. While People�s United Financial has retained the right to do so, the company does not, at this time, intend to issue senior
unsecured debt that would qualify under the Debt Guarantee Program.

Contractual Cash Obligations

The following table is a summary of People�s United Financial�s contractual cash obligations, other than deposit liabilities, including operating
leases. Additional information concerning these contractual cash obligations is included in Notes 10, 11 and 20 to the Consolidated Financial
Statements. Purchase obligations included in the table represent those agreements to purchase goods or services that are enforceable and legally
binding and that specify all significant terms, including: fixed or minimum quantities to be purchased; fixed, minimum or variable price
provisions; and the approximate timing of the transactions. A substantial majority of People�s United Financial�s purchase obligations are
renewable on a year-to-year basis. As such, the purchase obligations included in this table only reflect the contractual commitment.

Payments Due by Period

As of December 31, 2008 (in millions) Total
Less Than

1 Year
1-3

Years
4-5

Years
After

5 Years
Borrowings $ 187.9 $ 172.8 $ 10.1 $ �  $ 5.0
Subordinated notes 180.5 �  65.5 �  115.0

Total on-balance-sheet 368.4 172.8 75.6 �  120.0
Operating leases 189.9 31.5 57.0 32.6 68.8
Purchase obligations 146.6 54.0 48.7 40.7 3.2

Total $ 704.9 $ 258.3 $ 181.3 $ 73.3 $ 192.0

FIN 48 income tax liabilities totaling $3.0 million, including related interest and penalties, are not included in the above table as the timing of
their resolution cannot be estimated. Similarly, obligations totaling $11.7 million related to limited partnership affordable housing investments
are not included in the above table as the timing of the related capital calls cannot be estimated. See Note 12 to the Consolidated Financial
Statements for further discussion of People�s United Financial�s unrecognized income tax positions and affordable housing investments.
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Liquidity

Liquidity is defined as the ability to generate sufficient cash flows to meet all present and future funding requirements at reasonable costs.
Liquidity management addresses People�s United Financial�s and People�s United Bank�s ability to fund new loans and investments as
opportunities arise, to meet customer deposit withdrawals, and to repay borrowings and subordinated notes as they mature. People�s United
Financial�s, as well as People�s United Bank�s, liquidity positions are monitored daily by management. The Asset and Liability Management
Committee (�ALCO�) of People�s United Bank has been authorized by the Board of Directors of People�s United Financial to set guidelines to
ensure maintenance of prudent levels of liquidity for People�s United Financial as well as for People�s United Bank. ALCO reports to the
Treasury and Finance Committee of the Board of Directors of People�s United Bank.

Asset liquidity is provided by: cash; short-term investments; proceeds from security sales, maturities and principal repayments; and proceeds
from scheduled principal collections, prepayments and sales of loans. In addition, certain securities may be used to collateralize borrowings
under repurchase agreements. The Consolidated Statements of Cash Flows present data on cash provided by and used in People�s United
Financial�s operating, investing and financing activities. At December 31, 2008, People�s United Financial�s liquid assets included $765 million in
debt securities available for sale. People�s United Bank�s liquid assets included $1.5 billion in cash and cash equivalents (including $110 million
of short-term GSE debt securities), $1.1 billion in debt securities available for sale and $21 million in trading account securities. Securities
available for sale and short-term GSE debt securities, with a combined fair value of $622 million at December 31, 2008, were pledged as
collateral for public deposits and for other purposes.

Liability liquidity is measured by People�s United Financial�s and People�s United Bank�s ability to obtain deposits and borrowings at cost-effective
rates that are diversified with respect to markets and maturities. Deposits, which are considered the most stable source of liability liquidity,
totaled $14.3 billion at December 31, 2008 and represented 72% of total funding. Borrowings are used to diversify People�s United Financial�s
funding mix and to support asset growth. Borrowings totaled $188 million at December 31, 2008, representing 0.9% of total funding.

People�s United Bank�s current sources of borrowings include: federal funds purchased, advances from the FHLB of Boston and the Federal
Reserve Bank of New York, and repurchase agreements. At December 31, 2008, People�s United Bank�s borrowing limit from FHLB and Federal
Reserve Bank advances, and repurchase agreements totaled $3.2 billion, based on the level of qualifying collateral available for these borrowing
sources. In addition, People�s United Bank had unsecured borrowing capacity of $0.5 billion at that date.

At December 31, 2008, People�s United Bank had outstanding commitments to originate loans totaling $0.9 billion and approved, but unused,
lines of credit extended to customers totaling $4.3 billion (including $2.6 billion of home equity lines of credit). See Note 19 to the Consolidated
Financial Statements.
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The sources of liquidity discussed above are deemed by management to be sufficient to fund outstanding loan commitments and to meet People�s
United Financial�s and People�s United Bank�s other obligations.

Earning Asset Mix

$17.6 billion as of December 31, 2008 (percent)

Funding Base

$19.8 billion as of December 31, 2008 (percent)

Stockholders� Equity and Dividends

People�s United Financial�s total stockholders� equity was $5.18 billion at December 31, 2008, a $730 million increase from December 31, 2007.
This increase primarily reflects the issuance of 44.3 million shares of common stock with a fair value of approximately $770 million (net of
issuance costs) in connection with the Chittenden acquisition and net income of $139.5 million, partially offset by dividends paid of $194.4
million and a $56.8 million increase in Accumulated Other Comprehensive Loss (�AOCL�) since December 31, 2007. The increase in AOCL, net
of tax, primarily reflects an increase in the net actuarial loss and other amounts related to pension and other postretirement benefit plans ($78.7
million), partially offset by an increase in the net unrealized gains on derivatives accounted for as cash flow hedges ($18.2 million).

Stockholders� equity equaled 25.7% of total assets at December 31, 2008 and 32.8% at December 31, 2007. Tangible stockholders� equity (total
stockholders� equity less goodwill and other acquisition-related intangibles) equaled 19.5% of tangible assets (total assets less goodwill and other
acquisition-related intangibles) at December 31, 2008 and 32.3% at December 31, 2007. The decline in these ratios from December 31, 2007
primarily reflects the increases in total assets, goodwill and other acquisition-related intangibles resulting from the Chittenden acquisition.

In April 2008, People�s United Financial�s Board of Directors approved an initial repurchase of up to 5%, or approximately 17.3 million shares, of
its common stock outstanding as of April 17, 2008. The shares are expected to be purchased in the open market or in privately negotiated
transactions. Share purchases will be effected at management�s discretion, depending on management�s assessment of the desirability of
alternative uses for the company�s capital, the market for the company�s common stock, the company�s cash flow and capital levels, and economic
conditions. The repurchase program is expected to be partially funded by dividends paid by People�s United Bank to its parent, People�s United
Financial. As of December 31, 2008, no shares had been repurchased.
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In January 2009, People�s United Financial�s Board of Directors declared a quarterly dividend on its common stock of $0.15 per share. The
dividend was paid on February 15, 2009 to shareholders of record on February 1, 2009.

People�s United Financial�s total stockholders� equity was $4.45 billion at December 31, 2007, a $3.11 billion increase from December 31, 2006.
This increase primarily reflects the $3.33 billion of net proceeds from the second-step conversion, net income of $150.7 million, a common
stock contribution with a fair value of $40.0 million to The People�s United Community Foundation, and a $29.4 million decrease in AOCL since
December 31, 2006, partially offset by purchases of common stock for the ESOP and the People�s United Financial, Inc. 2007 Recognition and
Retention Plan totaling $343.9 million, and dividends paid in 2007 of $131.1 million. The decrease in AOCL, net of tax, reflects a reduction in
the net actuarial loss and other amounts related to pension and other postretirement benefits ($16.8 million), and an increase in the net unrealized
gain on derivatives accounted for as cash flow hedges ($12.6 million).

Dividends declared and paid per common share (other than shares on which People�s Mutual Holdings waived receipt of dividends prior to
completing the second-step conversion in April 2007) totaled $0.58, $0.52 and $0.46 for the years ended December 31, 2008, 2007 and 2006,
respectively. People�s United Financial�s dividend payout ratio (dividends paid as a percentage of net income) for the years ended December 31,
2008, 2007 and 2006 was 139.8%, 87.0% and 48.3%, respectively. For periods prior to April 2007 (the date of the second-step conversion) the
dividend payout ratio reflects the waiver of dividends on the substantial majority of the common shares owned by People�s Mutual Holdings.

Regulatory Capital Requirements

OTS capital regulations require federally-chartered savings banks, such as People�s United Bank, to meet three minimum capital ratios:

Tangible Capital Ratio�A 1.5% tangible capital ratio, calculated as tangible capital to adjusted total assets.

Leverage (Core) Capital Ratio�A 4% leverage (core) capital ratio, calculated as core capital to adjusted total assets. The minimum leverage (core)
capital ratio is reduced to 3% if the savings bank received the highest rating on its most recent safety and soundness examination.

Risk-Based Capital Ratio�An 8% total risk-based capital ratio, calculated as total risk-based capital to total risk-weighted assets. For purposes of
this calculation, total risk-based capital equals the sum of core and supplementary capital, provided that supplementary capital may not exceed
100% of core capital.

In assessing an institution�s capital adequacy, the OTS takes into consideration not only these numeric factors but also qualitative factors as well,
and has the authority to establish higher capital requirements for individual institutions where necessary. People�s United Bank, as a matter of
prudent management, targets as its goal the maintenance of capital ratios which exceed these minimum requirements and that are consistent with
People�s United Bank�s risk profile.

People�s United Bank�s tangible capital ratio, leverage (core) capital ratio, and total risk-based capital ratios were 10.0%, 10.0% and 13.4%,
respectively, at December 31, 2008, compared to 24.1%, 24.1% and 33.4%, respectively, at December 31, 2007. The decrease in these ratios
from December 31, 2007 primarily reflects (i) the reduction in People�s United Bank�s regulatory capital due to the $1.8 billion in dividends that
People�s United Bank paid to its parent, People�s United Financial, in 2008, and (ii) increases in People�s United Bank�s adjusted total assets (the
denominator in the calculation of the leverage (core) capital ratio) and its total risk-weighted assets (the denominator in the calculation of the
total risk-based capital ratio), both as a result of the Chittenden acquisition.
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The following summary compares People�s United Bank�s regulatory capital amounts and ratios as of December 31, 2008 to the OTS minimum
requirements. In 2008, People�s United Bank paid $1.8 billion in dividends to its parent, People�s United Financial. At December 31, 2008,
People�s United Bank�s adjusted total assets, as defined, totaled $18.0 billion and its total risk-weighted assets, as defined, totaled $14.7 billion. At
December 31, 2008, People�s United Bank exceeded each of its regulatory capital requirements. Regulatory capital amounts and ratios presented
are for People�s United Bank and therefore do not reflect the additional capital residing at People�s United Financial.

As of December 31, 2008

(dollars in millions)

People�s United Bank
OTS Minimum
Requirements

Amount Ratio Amount Ratio
Tangible capital $ 1,801.8(1) 10.0% $ 270.0 1.5%
Leverage (core) capital 1,801.8(1) 10.0 720.1 4.0
Total risk-based capital 1,968.0(2) 13.4 1,177.3 8.0

(1) Represents total stockholder�s equity, excluding (i) after-tax net unrealized gains (losses) on certain securities classified as available for
sale, (ii) after-tax net unrealized gains and losses on derivatives qualifying as cash flow hedges, (iii) certain assets not recognized in tier 1
capital (principally goodwill and other acquisition-related intangibles), and (iv) the amount recorded in accumulated other comprehensive
income (loss) relating to SFAS No. 158.

(2) Represents tier 1 capital plus subordinated notes, up to certain limits, and the allowance for loan losses up to 1.25% of total risk-weighted
assets.

Generally, a bank is considered well capitalized if it has a leverage (core) capital ratio of at least 5.0%, a tier 1 risk-based capital ratio of at least
6.0% (calculated as tier 1 capital to total risk-weighted assets) and a total risk-based capital ratio of at least 10.0%. People�s United Bank�s
regulatory capital ratios at December 31, 2008 exceeded the OTS numeric criteria for classification as �well capitalized.� See Note 14 to the
Consolidated Financial Statements for additional information concerning People�s United Bank�s regulatory capital amounts and ratios.

People�s United Bank Capital Ratios

Compared to Regulatory Requirements

As of December 31, 2008 (percent)
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk
Market Risk Management

Market risk is the risk of loss to earnings, capital and the fair values of certain assets and liabilities resulting from changes in interest rates,
equity prices and foreign currency exchange rates.

Interest Rate Risk

For People�s United Financial, the only relevant market risk at this time is interest rate risk (�IRR�), which is the potential exposure to earnings or
capital that may result from changes in interest rates. People�s United Financial manages its IRR to achieve a balance between risk, earnings
volatility and capital preservation. ALCO has primary responsibility for managing People�s United Financial�s IRR. To evaluate People�s United
Financial�s IRR profile, ALCO monitors economic conditions, interest rate trends, liquidity levels and capital ratios. Management also reviews
assumptions periodically for projected customer and competitor behavior, in addition to the expected repricing characteristics and cash flow
projections for assets, liabilities and off-balance-sheet financial instruments. Actual conditions may vary significantly from People�s United
Financial�s assumptions.

Management evaluates the impact of IRR on �Income at Risk� using an earnings simulation model to project earnings under multiple interest rate
environments over a one-year time horizon resulting in a quantification of IRR. Income at Risk includes significant interest rate sensitive income
sources, such as net interest income, gains on sales of residential mortgage loans and BOLI income.

The earnings projections are based on a static balance sheet and estimates of pricing levels for People�s United Financial�s products under
multiple scenarios intended to reflect instantaneous yield curve shocks. People�s United Financial estimates its base case Income at Risk using
current interest rates. Internal policy regarding IRR simulations specify that for instantaneous parallel shifts of the yield curve, estimated Income
at Risk for the subsequent one-year period should not decline by more than: 10% for a 100 basis point shift; 15% for a 200 basis point shift; and
20% for a 300 basis point shift.

The following table shows the estimated percentage increase (decrease) in People�s United Financial�s Income at Risk over a one-year simulation
period beginning December 31, 2008. Given the interest rate environment at December 31, 2008, simulations for declines in interest rates below
25 basis points were not deemed to be meaningful.

Rate Change (basis points)
Percent Change in

Income at Risk
+300 29.0%
+200 18.9
+100 8.6
-25 (2.6)

While Income at Risk simulation identifies earnings exposure over a relatively short time horizon, �Equity at Risk� takes a long-term economic
perspective when quantifying IRR, thereby identifying possible margin behavior over a longer time horizon. Base case Market Value of Equity
(�MVE�) is calculated by estimating the net present value of all future cash flows from existing assets and liabilities using current interest rates.
The base case scenario assumes that future interest rates remain unchanged.

Internal policy limits the exposure of a decrease in Equity at Risk resulting from instantaneous parallel shifts of the yield curve in the following
manner: for 100 basis points�10% of base case MVE; for 200 basis points�15% of base case MVE; and for 300 basis points�20% of base case
MVE.
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The following table shows the estimated percentage increase (decrease) in People�s United Financial�s Equity at Risk, assuming various shifts in
interest rates. Given the interest rate environment at December 31, 2008, simulations for declines in interest rates below 25 basis points were not
deemed to be meaningful.

Rate Change

(basis points)
Percent Change in

Equity at Risk
+300 (1.8)%
+200 (1.2)
+100 (0.8)
-25 0.1

People�s United Financial�s interest rate risk position at December 31, 2008, as set forth in the Income at Risk and Equity at Risk tables above,
reflects its significant excess capital position at that date. Management�s current posture is to invest a portion of such excess capital in highly
liquid, low risk, short-term investments. While this strategy does place additional pressure on net interest income in a decreasing rate
environment, management views such risk as an acceptable alternative in light of the current credit environment where capital has proven vital
to the continued viability of many institutions. Given the uncertainty of the magnitude, timing and direction of future interest rate movements
and the shape of the yield curve, actual results may vary from those predicted by People�s United Financial�s models.

People�s United Financial�s asset-sensitive balance sheet includes more than just its significant excess capital position. In fact, a 1% increase in
interest rates translates to an approximate $50 million improvement in pre-tax income. Conversely, if the current 25 basis points targeted federal
funds rate is annualized and compared to the 2.10% average federal funds rate experienced in 2008, the resultant 185 basis point differential
translates into an approximate $90 million reduction in pre-tax income.

People�s United Financial uses derivative financial instruments, including interest rate floors and interest rate swaps, as components of its IRR
management. People�s United Financial has written guidelines that have been approved by its Board of Directors and ALCO governing the use of
these financial instruments, including approved counterparties and credit limits. Credit risk associated with these instruments is controlled and
monitored though policies and procedures governing collateral management and credit approval. At December 31, 2008, each of People�s United
Financial�s counterparties had an investment grade credit rating from the major rating agencies and is specifically approved up to a maximum
credit exposure. People�s United Financial�s counterparty credit exposure on its outstanding derivative contracts, after considering the effect of the
bilateral netting arrangements and posted collateral, totaled $22.6 million at December 31, 2008. Derivative financial instruments are primarily
used for market risk management purposes (principally interest rate risk). Certain other derivatives are entered into in connection with
transactions with commercial customers. Derivatives are not used for speculative purposes.

At December 31, 2008, People�s United Financial was using interest rate floors and interest rate swaps to manage IRR associated with certain
interest-earning assets and interest-bearing liabilities. People�s United Financial uses interest rate floors to partially manage its exposure to a
decrease in interest income resulting from declines in certain interest rates. These interest rate floors offer protection against a decline in interest
income if the one-month LIBOR-index rate used to reprice certain floating-rate commercial loans declines below the strike rate on the interest
rate floors. If the one-month LIBOR-index rate falls below the specified strike rate, People�s United Financial would receive an interest payment
on the interest rate floor equal to the difference between the one-month LIBOR-index rate on the reset date and the strike rate, which in effect,
would offset the decline in interest income earned on the hedged floating rate commercial loans from the decline in interest rates. Interest rate
floors are accounted for as cash flow hedges.

Interest rate swaps are used to match more closely the repricing of fewer than five commercial real estate loans and the funding associated with
these loans. The interest rate swaps effectively convert the funding
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liabilities from a variable interest rate into a fixed interest rate and consequently reduce People�s United Bank�s exposure to increases in interest
rates and their effect on interest income and interest expense. Interest rate swaps are accounted for as fair value hedges.

By using derivatives, People�s United Financial is exposed to credit risk to the extent that counterparties to the derivative contracts do not
perform as required. Should a counterparty fail to perform under the terms of a derivative contract, the company�s counterparty credit risk is
equal to the amount reported as a derivative asset in the Consolidated Statements of Condition. Amounts reported as derivative assets represent
derivative contracts in a gain position, net of derivatives in a loss position with the same counterparty (to the extent subject to master netting
arrangements) and posted collateral. People�s United Financial seeks to minimize counterparty credit risk through credit approvals, limits,
monitoring procedures, execution of master netting arrangements and obtaining collateral, where appropriate. Counterparty credit risk related to
derivatives is considered and, if material, provided for separately.

In connection with the September 2008 bankruptcy filing by Lehman Brothers Holdings, Inc., People�s United Financial terminated its $100
million (notional) derivative contract (interest rate floor) with Lehman Brothers. The derivative contract had a fair value of $5.3 million at the
time of termination. After considering the master netting arrangement and posted collateral, the net amount due to the company was $1.4
million. People�s United Financial recognized a $1.2 million charge that is included in other non-interest expense in the Consolidated Statements
of Income to reduce this receivable to the amount currently estimated to be realizable.

Foreign Currency Risk

Foreign exchange forward contracts are commitments to buy or sell foreign currency on a future date at a contractual price. People�s United
Financial uses these instruments on a limited basis to eliminate its exposure to fluctuations in currency exchange rates on certain of its
commercial loans that are denominated in foreign currencies. Gains and losses on foreign exchange contracts substantially offset the translation
gains and losses on the related loans.
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Derivative Financial Instruments

The following table summarizes certain information concerning derivative financial instruments utilized by People�s United Financial in its
management of IRR and foreign currency risk. Also see Note 19 to the Consolidated Financial Statements.

As of and for the year ended December 31, 2008

(dollars in millions)
Interest Rate

Floors
Interest Rate

Swaps
Foreign Exchange

Contracts
Notional principal amounts $ 600.0 $ 6.4 $ 11.6
Weighted average remaining term to maturity (in months) 25 52 1
Increase (decrease) in pre-tax income $ 10.2 $ (0.2) $ �  
Fair value:
Recognized as an asset 46.3 �  �  
Recognized as a liability �  0.8 0.5

As of and for the year ended December 31, 2007

(dollars in millions)

Interest
Rate

Floors

Interest
Rate

Swaps

Foreign
Exchange
Contracts

Notional principal amounts $ 700.0 $ 6.7 $ 13.1
Weighted average remaining term to maturity (in months) 37 65 1
Decrease in pre-tax income $ (3.1) $ �  $ �  
Fair value:
Recognized as an asset 27.6 �  0.1
Recognized as a liability �  0.4 �  

In the third quarter of 2008, People�s United Financial began entering into interest rate swaps with certain of its commercial customers. In order
to minimize its risk, these customer derivatives have been offset with essentially matching interest rate swaps with People�s United Financial�s
counterparties. Changes in the fair value of all such interest rate swaps are recognized in current earnings.

The following table summarizes certain information concerning these interest rate swaps:

As of and for the year ended December 31, 2008

(dollars in millions)

Interest Rate Swaps

Customer Counterparty
Notional principal amounts $ 60.3 $ 60.3
Weighted average remaining term to maturity (in months) 124 124
Increase (decrease) in pre-tax income $ 7.3 $ (6.9)
Fair value:
Recognized as an asset 7.3 �  
Recognized as a liability �  6.9
In the first quarter of 2009, People�s United Financial terminated its remaining $600 million (notional) interest rate floor contracts. The decision
to do so was based on management�s belief that, in light of the current interest rate environment, the derivative contracts had achieved their stated
market risk management objective. Termination of the derivative contracts also served to reduce the company�s counterparty credit risk. At the
time of termination, the interest rate floors had a fair value (unrealized gain) of $47.5 million. In accordance with the provisions of SFAS No.
133, the unrealized gain is included (on a net-of-tax basis) as a component of accumulated other comprehensive loss and will be recognized over
the period during which the hedged items (certain floating rate commercial loans) affect earnings (approximately 2 years).
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Item 8. Financial Statements and Supplementary Data
The information required by this item begins on page F-1.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
None.

Item 9A. Controls and Procedures
People�s United Financial�s management, including the Chief Executive Officer and the Chief Financial Officer, has evaluated the effectiveness of
People�s United Financial�s disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) as of the end of the
period covered by this report. Based upon that evaluation, the Chief Executive Officer and the Chief Financial Officer concluded that People�s
United Financial�s disclosure controls and procedures are effective, as of December 31, 2008, to ensure that information relating to People�s
United Financial, which is required to be disclosed in the reports People�s United Financial files with the Securities and Exchange Commission
under the Exchange Act, is (i) recorded, processed, summarized and reported as and when required, and (ii) accumulated and communicated to
management, including the principal executive officer and the principal financial officer, as appropriate to allow timely decisions regarding
required disclosures.

During the quarter ended December 31, 2008, there has not been any change in People�s United Financial�s internal control over financial
reporting that has materially affected, or is reasonable likely to materially affect, People�s United Financial�s internal control over financial
reporting.

People�s United Financial�s Management�s Report on Internal Control over Financial Reporting appears on page 84 and the related Report of
Independent Registered Public Accounting Firm thereon appears on page F-3.

Item 9B. Other Information
None.
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Part III

Item 10. Directors, Executive Officers and Corporate Governance
Directors of the Corporation

The information required by this item appears under the caption �Election of Directors� in the People�s United Financial Proxy Statement for the
2009 Annual Meeting of Shareholders, to be filed within 120 days of People�s United Financial�s fiscal year end (the �Proxy Statement�) and is
herein incorporated by reference.

Audit Committee Financial Expert

The Board of Directors has determined that Janet M. Hansen, a member of the Audit Committee of the Board, is an �audit committee financial
expert� and is �independent� within the meaning of those terms as used in the instructions to this Item 10.

Executive Officers of the Corporation

The name, age, principal occupation and business experience for at least the last five years of each executive officer who is not a director of
People�s United Financial is set forth below as of February 13, 2009.

John P. Barnes, age 53, has been a Senior Executive Vice President and Chief Administrative Officer since January 1, 2008. Mr. Barnes was an
Executive Vice President of Chittenden Corporation since 1997. Mr. Barnes has served in various capacities for Chittenden Corporation since
1983.

David A. Bodor, age 62, has been an Executive Vice President and Chief Credit Officer since January 1, 2008. Mr. Bodor was a Senior Vice
President (Chief Credit Officer) since 2006. Mr. Bodor has served in various capacities for People�s United Bank since 1996.

Paul D. Burner, age 55, became a Senior Executive Vice President and Chief Financial Officer in August 2008. Prior to joining People�s United
Financial, Mr. Burner was the Chief Financial Officer for Citibank North America since 1998.

Robert R. D�Amore, age 56, has been a Senior Executive Vice President (Retail and Small Business Banking Group) since January 1, 2008.
Mr. D�Amore was an Executive Vice President (Marketing and Regional Banking) since 2000. Mr. D�Amore has served in various capacities for
People�s United Bank since 1981.

Brian F. Dreyer, age 62, has been a Senior Executive Vice President (Commercial Banking Group) since January 1, 2008. Mr. Dreyer was an
Executive Vice President (Commercial Banking) since 2001. Mr. Dreyer has served in various capacities for People�s United Bank since 1991.

Henry R. Mandel, age 64, has been an Executive Vice President (Organization Effectiveness) since 2001. Mr. Mandel has served in various
capacities for People�s United Bank since 1998.

Louise T. Sandberg, age 57, has been a Senior Executive Vice President (Wealth Management Group) since January 1, 2008. Mrs. Sandberg was
a Senior Vice President (Wealth Management Division) at Chittenden Bank since 1997. Mrs. Sandberg has served in various capacities for
Chittenden Corporation since 1977.

Robert E. Trautmann, age 55, became an Executive Vice President and General Counsel in November 2008 and served as Acting General
Counsel from February 2008 until his appointment as General Counsel. Mr. Trautmann was a Senior Vice President and Deputy General
Counsel since January 1, 2008. Mr. Trautmann has served in various capacities for People�s United Bank since 1994.
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People�s United Financial has adopted a Code of Ethics that applies to its Chief Executive Officer, Chief Financial Officer and Controller. The
text of the Code of Ethics is available on People�s United Financial�s website at www.peoples.com, under �Investor Relations�Corporate
Governance�Management.�

Additional information required by this item appears under the caption �Board of Directors Committees� in the Proxy Statement and is herein
incorporated by reference.

Item 11. Executive Compensation
The information required by this item appears under the caption �Compensation Discussion and Analysis� in the Proxy Statement and is herein
incorporated by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
The following table provides summary information about People�s United Financial�s equity compensation plans as of December 31, 2008:

Equity Compensation Plan Information

Plan category

Number of securities
to be issued upon

exercise of
outstanding options,
warrants and rights

(a)

Weighted-average
exercise price

of
outstanding

options,
warrants
and rights

(b)

Number of securities
remaining available
for future issuance

under equity
compensation

plans (excluding
securities reflected

in column (a))
(c)

Equity compensation plans approved by security holders 10,399,487 $ 17.10 19,367,255 (1)
Equity compensation plans not approved by security
holders 0 n/a 0
Total 10,399,487 $ 17.10 19,367,255 (1)

(1) Of this amount, 371,525 shares are issuable as shares of restricted stock pursuant to the People�s United Financial, Inc. Directors� Equity
Compensation Plan. The remaining 18,995,730 shares are issuable pursuant to the People�s United Financial, Inc. 2008 Long-Term
Incentive Plan, the 2007 Recognition and Retention Plan, and the 2007 Stock Option Plan either in the form of options, stock appreciation
rights, or shares of restricted stock. Information describing these plans appears in Note 18 to the Consolidated Financial Statements.

Additional information required by this item appears under the caption �Security Ownership of Certain Beneficial Owners� in the Proxy Statement
and is herein incorporated by reference.

Item 13. Certain Relationships and Related Transactions, and Director Independence
The information required by this item appears under the caption �Certain Transactions with Members of Our Board of Directors and Executive
Officers� in the Proxy Statement and is herein incorporated by reference.

Item 14. Principal Accountant Fees and Services
The information required by this item appears under the caption �Ratification of the Appointment of Independent Auditors� in the Proxy Statement
and is herein incorporated by reference.
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Part IV

Item 15. Exhibits and Financial Statement Schedules

(a)(1) The following consolidated financial statements of People�s United Financial, Inc. and the independent registered public accounting firm
report thereon are included herein beginning on page F-1:

Consolidated Statements of Condition as of December 31, 2008 and 2007

Consolidated Statements of Income for the years ended December 31, 2008, 2007 and 2006

Consolidated Statements of Changes in Stockholders� Equity for the years ended December 31, 2008, 2007 and 2006

Consolidated Statements of Cash Flows for the years ended December 31, 2008, 2007 and 2006

Notes to Consolidated Financial Statements

Report of Independent Registered Public Accounting Firm

(a)(2) Financial statement schedules have been omitted as they are not applicable or the information is included in the consolidated financial
statements or notes thereto.

(a)(3) Exhibits
The following Exhibits are filed with this Report or are incorporated by reference. Each exhibit identified by an asterisk constitutes a
management contract or compensatory plan, contract or arrangement.

Designation Description

  3.1 Second Amended and Restated Certificate of Incorporation of People�s United Financial, Inc. (incorporated by reference
to Exhibit 3.1 to Amendment No. 4 to Form S-1 filed with the Securities and Exchange Commission on February 13,
2007 (Registration No. 333-138389))

  3.2 Third Amended and Restated Bylaws of People�s United Financial, Inc. (incorporated by reference to Exhibit 3.2 to
Annual Report on Form 10-K filed with the Securities and Exchange Commission on February 29, 2008)

  4.1 Form of Stock Certificate of People�s United Financial, Inc. (incorporated by reference to Exhibit 4.1 to Amendment
No. 4 to Form S-1 filed with the Securities and Exchange Commission on February 13, 2007 (Registration No.
333-138389))

  4.2 Indenture, dated as of February 14, 2007, by and between Chittenden Corporation and The Bank of New York Trust
Company, N.A. as Trustee

  4.3 Form of Global Note, registered in the name of Cede & Co. as nominee (February 17, 2007)

  4.4 Fiscal and Paying Agency Agreement, dated as of November 16, 2000, between People�s Bank and Bankers Trust
Company as Fiscal and Paying Agent (incorporated by reference to Exhibit 4.4 to Amendment No. 3 to Form S-1 filed
with the Securities and Exchange Commission on February 2, 2007 (Registration No. 333-138389))

  4.5 Form of Global Notes, registered in the name of the nominee of The Depository Trust Company (November 16, 2000)
(incorporated by reference to Exhibit 4.5 to Amendment No. 3 to Form S-1 filed with the Securities and Exchange
Commission on February 2, 2007 (Registration No. 333-138389))
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10.1 Employment Agreement dated May 15, 2008 by and between People�s United Financial, Inc. and Philip R. Sherringham
(incorporated by reference to Exhibit 10.1 to Current Report on Form 8-K on May 20, 2008)
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Designation Description

10.2 Reserved.

10.3 Reserved.

10.4 Reserved.

10.5(a) Form of Change in Control Agreement (Senior Executive Vice Presidents)

10.5(b) Form of Change in Control Agreement (Executive Vice Presidents)

10.6 Short Term Incentive Plan for Key Employees of People�s United Bank

10.7 People�s United Bank Split Dollar Cash Value Restoration Plan

10.8 Reserved.

10.9 Amended and Restated People�s Bank 1998 Long-Term Incentive Plan (incorporated by reference to Exhibit 10.9 to
Quarterly Report on Form 10-Q filed with the Securities and Exchange Commission on November 9, 2007)

10.10 People�s United Financial, Inc. 2008 Long-Term Incentive Plan (incorporated by reference to Exhibit 10.10 to Quarterly
Report on Form 10-Q filed with the Securities and Exchange Commission on August 8, 2008)

10.10(a) Form of Amendment to Stock Option Agreements (incorporated by reference to Exhibit 10.10(a) to Form S-1 filed with
the Securities and Exchange Commission on November 2, 2006 (Registration No. 333-138389))

10.11 Form of Grant Agreement for Restricted Stock (incorporated by reference to Exhibit 10.11 to Form S-1 filed with the
Securities and Exchange Commission on November 2, 2006 (Registration No. 333-138389))

10.12 Reserved.

10.13 First Amended and Restated People�s United Bank Cap Excess Plan

10.14 The People�s United Bank Enhanced Senior Pension Plan - First Amendment and Restatement

10.15 Non-Qualified Pension Trust Agreement, dated as of March 18, 1997, between People�s Bank and Morgan Guaranty
Trust Company of New York (incorporated by reference to Exhibit 10.15 to Amendment No. 3 to Form S-1 filed with
the Securities and Exchange Commission on February 2, 2007 (Registration No. 333-138389))

10.15(a) Amendment to People�s Bank Non-Qualified Pension Trust Agreement (incorporated by reference to Exhibit 10.15(a) to
Annual Report on Form 10-K filed with the Securities and Exchange Commission on February 29, 2008)

10.16 People�s United Bank Nonqualified Savings and Retirement Plan

10.17 People�s Bank Supplemental Savings Plan Non-Qualified Trust Agreement, dated as of July 23, 1998, between People�s
Bank and Morgan Guaranty Trust Company of New York (incorporated by reference to Exhibit 10.17 to Amendment
No. 3 to Form S-1 filed with the Securities and Exchange Commission on February 2, 2007 (Registration No.
333-138389))

10.17(a) Amendment to People�s Bank Supplemental Savings Plan Non-Qualified Trust Agreement (incorporated by reference to
Exhibit 10.17(a) to Annual Report on Form 10-K filed with the Securities and Exchange Commission on February 29,
2008)
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Designation Description

10.18 Reserved.

10.19 Reserved.

10.20 Third Amended and Restated People�s Bank Directors� Equity Compensation Plan (incorporated by reference to Exhibit
10.20 to Form S-1 filed with the Securities and Exchange Commission on November 2, 2006 (Registration No.
333-138389))

10.21 The Norwich Savings Society Non-Qualified Deferred Compensation Plan (incorporated by reference to Exhibit 10.21
to Amendment No. 3 to Form S-1 filed with the Securities and Exchange Commission on February 2, 2007
(Registration No. 333-138389))

10.22 The Norwich Savings Society Non-Qualified Deferred Compensation Trust Agreement, dated June 27, 1995, between
The Norwich Savings Society and Sachem Trust National Association (incorporated by reference to Exhibit 10.22 to
Amendment No. 3 to Form S-1 filed with the Securities and Exchange Commission on February 2, 2007 (Registration
No. 333-138389))

10.23 Amendment and Restatement of Deferred Compensation Agreements (undated) between The Norwich Savings Society
and Jeremiah J. Lowney, Jr. (incorporated by reference to Exhibit 10.23 to Amendment No. 3 to Form S-1 filed with
the Securities and Exchange Commission on February 2, 2007 (Registration No. 333-138389))

10.24 Employee Stock Ownership Plan of People�s United Financial, Inc. (incorporated by reference to Exhibit 10.24 to
Annual Report on Form 10-K filed with the Securities and Exchange Commission on February 29, 2008)

10.24(a) Employee Stock Ownership Plan of People�s United Financial, Inc. Amendment No. 1 (incorporated by reference to
Exhibit 10.24(a) to Annual Report on Form 10-K filed with the Securities and Exchange Commission on February 29,
2008)

10.25 People�s Bank Change-in-Control Employee Severance Plan (incorporated by reference to Exhibit 10.25 to Amendment
No. 4 to Form S-1 filed with the Securities and Exchange Commission on February 13, 2007 (Registration No.
333-138389))

10.26 People�s United Financial, Inc. 2007 Recognition and Retention Plan (amended) (incorporated by reference to Exhibit
10.26 to Quarterly Report on Form 10-Q filed with the Securities and Exchange Commission on August 8, 2008)

10.26(a) Form of Grant Agreement for Restricted Stock (Executive Officers) under 2007 Recognition and Retention Plan
(corrected) (incorporated by reference to Exhibit 10.26(a) to Current Report on Form 8-K filed with the Securities and
Exchange Commission on December 7, 2007)

10.26(b) Form of Grant Agreement for Restricted Stock (Non-Executive Employees under 2007 Recognition and Retention Plan
(incorporated by reference to Exhibit 10.26(b) to Current Report on Form 8-K filed with the Securities and Exchange
Commission on October 31, 2007)

10.26(c) Form of Grant Agreement for Restricted Stock (Non-Employee Directors) under 2007 Recognition and Retention Plan
(incorporated by reference to Exhibit 10.26(c) to Current Report on Form 8-K filed with the Securities and Exchange
Commission on December 7, 2007)

10.27 People�s United Financial, Inc. 2007 Stock Option Plan (amended) (incorporated by reference to Exhibit 10.27 to
Quarterly Report on Form 10-Q filed with the Securities and Exchange Commission on August 8, 2008)
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Designation Description

10.27(a) Form of Grant Agreement for Stock Options (Executive Officers) under 2007 Stock Option Plan (corrected)
(incorporated by reference to Exhibit 10.27(a) to Current Report on Form 8-K filed with the Securities and Exchange
Commission on December 7, 2007)

10.27(b) Form of Grant Agreement for Stock Options (Non-Executive Employees) under 2007 Stock Option Plan (incorporated
by reference to Exhibit 10.27(b) to Current Report on Form 8-K filed with the Securities and Exchange Commission on
October 31, 2007)

10.27(c) Form of Grant Agreement for Stock Options (Non-Employee Directors) under 2007 Stock Option Plan (incorporated by
reference to Exhibit 10.27(c) to Current Report on Form 8-K filed with the Securities and Exchange Commission on
December 7, 2007)

10.28 Chittenden Corporation Deferred Compensation Plan

10.28(a) Amendment Number 1 to the Chittenden Corporation Deferred Compensation Plan

10.29 Eastern Bancorp, Inc. Amended and Restated Deferred Compensation Plan

10.29(a) Amendment to the Eastern Bancorp, Inc. Amended and Restated Deferred Compensation Plan

10.30 The Chittenden Corporation Supplemental Executive Savings Plan

10.30(a) Amendment Number 1 to the Chittenden Corporation Supplemental Executive Savings Plan

21 Subsidiaries

23 Consent of KPMG LLP

31.1 Rule 13a-14(a)/15d-14(a) Certifications

31.2 Rule 13a-14(a)/15d-14(a) Certifications

32 Section 1350 Certifications

99.1 Impact of Inflation

99.2 Management Report on the Effectiveness of Internal Control Over Financial Reporting and Compliance With
Designated Laws and Regulations

99.3 Report of Independent Registered Public Accounting Firm Regarding Internal Control Over Financial Reporting
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SIGNATURES

Pursuant to the requirements of Section 13 of the Securities Exchange Act of 1934, People�s United Financial, Inc. has duly caused this report to
be signed on its behalf by the undersigned, thereunto duly authorized.

PEOPLE�S UNITED FINANCIAL, INC.

Date: February 27, 2009 By: /s/    PHILIP R. SHERRINGHAM        

Philip R. Sherringham
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of
People�s United Financial, Inc. and in the capacities and on the dates indicated.

Date: February 27, 2009 By: /s/    PHILIP R. SHERRINGHAM        

Philip R. Sherringham
President and Chief Executive Officer

Date: February 27, 2009 By: /s/    PAUL D. BURNER        

Paul D. Burner
Senior Executive Vice President

and Chief Financial Officer

Date: February 27, 2009 By: /s/    JEFFREY HOYT        

Jeffrey Hoyt
Senior Vice President, Controller

and Senior Accounting Officer

Date: February 27, 2009 By: /s/    COLLIN P. BARON        

Collin P. Baron
Director

Date: February 27, 2009 By: /s/    GEORGE P. CARTER        

George P. Carter
Director

Date: February 27, 2009 By: /s/    JOHN K. DWIGHT        

John K. Dwight
Director

Date: February 27, 2009 By: /s/    JERRY FRANKLIN        

Jerry Franklin
Director

Date: February 27, 2009 By: /s/    EUNICE S. GROARK        

Eunice S. Groark
Director
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Date: February 27, 2009 By: /s/    JANET M. HANSEN        

Janet M. Hansen
Director

Date: February 27, 2009 By: /s/    RICHARD M. HOYT        

Richard M. Hoyt
Director

Date: February 27, 2009 By: /s/    JEREMIAH J. LOWNEY, JR.        
Jeremiah J. Lowney, Jr.

Director

Date: February 27, 2009 By: /s/    MARK W. RICHARDS        

Mark W. Richards
Director

Date: By:
James A. Thomas

Director
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STATEMENT OF MANAGEMENT�S RESPONSIBILITY

Management is responsible for the preparation, content and integrity of the consolidated financial statements and all other information included
in this annual report. The consolidated financial statements and related footnotes are prepared in conformity with U.S. generally accepted
accounting principles. Management is also responsible for compliance with laws and regulations relating to safety and soundness as designated
by the Office of Thrift Supervision.

The Board of Directors has an Audit Committee composed of five outside directors, each of whom meets the criteria for independence as set
forth in applicable listing standards. The Audit Committee meets regularly with the independent auditors, the internal auditors and management
to ensure that internal control over financial reporting is being properly administered and that financial data is being properly reported. The
Audit Committee reviews the scope and timing of internal audits, including recommendations made with respect to internal control over
financial reporting. The independent auditors and the internal auditors have free access to the Audit Committee.

MANAGEMENT�S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management is responsible for establishing and maintaining effective internal control over financial reporting for People�s United Financial, Inc.
Management maintains a system of internal control over financial reporting, including an internal audit function, which is designed to provide
reasonable assurance that assets are safeguarded against loss from unauthorized use or disposition, transactions are properly authorized, and that
accounting records are reliable for the preparation of financial statements. Because of its inherent limitations, internal control over financial
reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk
that internal control over financial reporting may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

In order to evaluate the effectiveness of internal control over financial reporting, as required by Section 404 of the Sarbanes-Oxley Act,
management has conducted an assessment, including testing, using the criteria in Internal Control � Integrated Framework, issued by the
Committee of Sponsoring Organizations of the Treadway Commission (�COSO�). Based on its assessment, management has concluded that
People�s United Financial, Inc. maintained effective internal control over financial reporting as of December 31, 2008, based on criteria in
Internal Control � Integrated Framework issued by COSO.

/s/    Philip R. Sherringham        /s/    Paul D. Burner        
Philip R. Sherringham Paul D. Burner

President and Chief Executive Officer Senior Executive Vice President and
Chief Financial Officer

Date: February 27, 2009
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of People�s United Financial, Inc.:

We have audited the accompanying consolidated statements of condition of People�s United Financial, Inc. and subsidiaries (�People�s�) as of
December 31, 2008 and 2007, and the related consolidated statements of income, changes in stockholders� equity, and cash flows for each of the
years in the three-year period ended December 31, 2008. These consolidated financial statements are the responsibility of People�s management.
Our responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of People�s
United Financial, Inc. and subsidiaries as of December 31, 2008 and 2007, and the results of their operations and their cash flows for each of the
years in the three-year period ended December 31, 2008, in conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), People�s internal
control over financial reporting as of December 31, 2008, based on criteria established in Internal Control�Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission, and our report dated February 27, 2009 expressed an unqualified opinion
on the effectiveness of People�s internal control over financial reporting.

/s/    KPMG LLP

Stamford, Connecticut

February 27, 2009
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of People�s United Financial, Inc.:

We have audited the internal control over financial reporting of People�s United Financial, Inc. (�People�s�) as of December 31, 2008, based on
criteria established in Internal Control�Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (�COSO�). People�s management is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting, included in the accompanying Management�s Report on Internal
Control over Financial Reporting. Our responsibility is to express an opinion on People�s internal control over financial reporting based on our
audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was
maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk
that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk.
Our audit also included performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion.

A company�s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A
company�s internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company�s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

In our opinion, People�s maintained, in all material respects, effective internal control over financial reporting as of December 31, 2008, based on
criteria established in Internal Control�Integrated Framework issued by COSO.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated
statements of condition of People�s United Financial, Inc. and subsidiaries as of December 31, 2008 and 2007, and the related consolidated
statements of income, changes in stockholders� equity, and cash flows for each of the years in the three-year period ended December 31, 2008,
and our report dated February 27, 2009 expressed an unqualified opinion on those consolidated financial statements.

/s/    KPMG LLP

Stamford, Connecticut

February 27, 2009
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People�s United Financial, Inc. and Subsidiaries

Consolidated Statements of Condition

As of December 31 (in millions) 2008 2007
Assets
Cash and due from banks (note 4) $ 345.1 $ 296.2
Short-term investments (note 4) 1,138.8 3,088.0

Total cash and cash equivalents 1,483.9 3,384.2

Securities (note 5):
Trading account securities, at fair value 21.4 18.7
Securities available for sale, at fair value 1,848.3 22.7
Securities held to maturity, at amortized cost (fair value of $0.9 million and $0.6 million) 0.9 0.6
Federal Home Loan Bank stock, at cost 31.1 19.5

Total securities 1,901.7 61.5

Securities purchased under agreements to resell �  428.0

Loans (note 6):
Commercial real estate 4,967.3 1,885.6
Commercial 4,226.4 2,600.4
Residential mortgage 3,144.6 3,212.9
Consumer 2,227.4 1,250.8

Total loans 14,565.7 8,949.7
Less allowance for loan losses (157.5) (72.7)

Total loans, net 14,408.2 8,877.0

Bank-owned life insurance 228.6 222.6
Premises and equipment (note 7) 262.4 156.8
Goodwill (note 3) 1,261.7 101.5
Other acquisition-related intangibles (note 3) 274.1 2.5
Other assets (note 8) 347.1 320.7

Total assets $ 20,167.7 $ 13,554.8

Liabilities
Deposits (note 9):
Non-interest-bearing $ 3,173.4 $ 2,166.1
Savings, interest-bearing checking and money market 6,214.7 3,008.9
Time 4,881.3 3,705.6

Total deposits 14,269.4 8,880.6

Borrowings (note 10):
Repurchase agreements 156.7 �  
Federal Home Loan Bank advances 15.1 �  
Other 16.1 �  
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Total borrowings 187.9 �  

Subordinated notes (note 11) 180.5 65.4
Other liabilities (note 12) 354.4 163.4

Total liabilities 14,992.2 9,109.4

Commitments and contingencies (notes 19 and 20)

Stockholders� Equity (notes 2, 3 and 13)

Common stock ($0.01 par value; 1.95 billion shares authorized;
347.9 million shares and 301.1 million shares issued) 3.5 3.0
Additional paid-in capital 4,485.1 3,642.8
Retained earnings 1,022.6 1,079.6
Treasury stock, at cost (3.2 million shares and 2.8 million shares) (57.9) (51.8)
Accumulated other comprehensive loss (note 16) (75.4) (18.6)
Unallocated common stock of Employee Stock Ownership Plan
(9.8 million shares and 10.1 million shares) (202.4) (209.6)

Total stockholders� equity 5,175.5 4,445.4

Total liabilities and stockholders� equity $ 20,167.7 $ 13,554.8

See accompanying notes to consolidated financial statements.
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People�s United Financial, Inc. and Subsidiaries

Consolidated Statements of Income

Years ended December 31 (in millions, except per share data) 2008 2007 2006
Interest and dividend income:
Commercial real estate $ 301.4 $ 127.7 $ 126.0
Commercial 229.8 167.6 146.5
Residential mortgage 189.9 183.9 185.2
Consumer 110.9 88.9 88.3

Total interest on loans 832.0 568.1 546.0
Short-term investments 46.9 86.7 5.3
Securities 30.8 3.9 30.0
Securities purchased under agreements to resell 7.5 48.3 0.8

Total interest and dividend income 917.2 707.0 582.1

Interest expense:
Deposits (note 9) 262.1 213.6 180.1
Borrowings (note 10) 3.5 0.2 10.0
Subordinated notes 15.2 6.6 9.6

Total interest expense 280.8 220.4 199.7

Net interest income 636.4 486.6 382.4
Provision for loan losses (note 6) 26.2 8.0 3.4

Net interest income after provision for loan losses 610.2 478.6 379.0

Non-interest income:
Investment management fees 36.8 12.0 11.0
Insurance revenue 33.3 26.8 27.3
Brokerage commissions 16.0 13.6 12.2

Total wealth management income 86.1 52.4 50.5
Bank service charges 127.7 93.1 93.9
Merchant services income 27.6 �  �  
Bank-owned life insurance 8.3 10.5 9.1
Net security gains (losses) (note 5) 8.3 5.5 (27.2)
Net gains on sales of residential mortgage loans (note 6) 6.5 3.0 2.0
Other non-interest income (notes 1 and 7) 39.1 20.9 19.1

Total non-interest income 303.6 185.4 147.4

Non-interest expense:
Compensation and benefits (notes 17 and 18) 344.6 215.6 202.9
Occupancy and equipment 110.3 67.1 62.2
Professional and outside service fees 48.0 28.8 24.3
Merchant services expense 23.9 �  �  
Merger-related expenses (note 3) 36.5 �  �  
Contribution to The People�s United Community Foundation (note 2) �  60.0 �  
Other non-interest expense (notes 3 and 7) 143.0 67.8 57.5

Edgar Filing: People's United Financial, Inc. - Form 10-K

Table of Contents 104



Total non-interest expense 706.3 439.3 346.9

Income from continuing operations before income tax expense 207.5 224.7 179.5
Income tax expense (note 12) 68.0 75.5 57.8

Income from continuing operations 139.5 149.2 121.7
Income from discontinued operations, net of tax (note 23) �  1.5 2.3

Net income $ 139.5 $ 150.7 $ 124.0

Earnings per common share (note 15)
Basic:
Income from continuing operations $ 0.42 $ 0.52 $ 0.41
Net income 0.42 0.52 0.42
Diluted:
Income from continuing operations 0.42 0.52 0.40
Net income 0.42 0.52 0.41

See accompanying notes to consolidated financial statements.
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People�s United Financial, Inc. and Subsidiaries

Consolidated Statements of Changes in Stockholders� Equity

(in millions, except per share data)
Common

Stock

Additional
Paid-In
Capital

Retained
Earnings

Treasury
Stock

Accumulated
Other

Comprehensive
Loss

Unallocated
ESOP

Common
Stock

Total
Stockholders�

Equity
Balance at December 31, 2005 $ 141.6 $ 172.0 $ 998.4 $ �  $ (23.4) $ �  $ 1,288.6
Comprehensive income:
Net income �  �  124.0 �  �  �  124.0
Other comprehensive income, net of tax
(note 16) �  �  �  �  15.4 �  15.4

Total comprehensive income 139.4
Cash dividends on common stock ($0.46 per share) �  �  (60.0) �  �  �  (60.0)
Stock options and related tax benefits 0.6 10.9 �  �  �  �  11.5
Adjustment to accumulated other comprehensive loss upon
adoption of SFAS
No. 158 as of December 31, 2006 (note 17) �  �  �  �  (40.0) �  (40.0)

Balance at December 31, 2006 142.2 182.9 1,062.4 �  (48.0) �  1,339.5
Comprehensive income:
Net income �  �  150.7 �  �  �  150.7
Other comprehensive income, net of tax
(note 16) �  �  �  �  29.4 �  29.4

Total comprehensive income 180.1
Exchange of common stock pursuant to second-step
conversion (note 2) (59.0) 59.0 �  �  �  �  �  
Net proceeds from issuance of common stock
pursuant to second-step conversion (note 2) 1.7 3,333.1 �  �  �  �  3,334.8
Common stock issued and contributed to The People�s
United Community Foundation
(note 2) �  40.0 �  �  �  �  40.0
Cancellation of common stock owned by People�s Mutual
Holdings (note 2) (82.0) 82.0 �  �  �  �  �  
Capital contribution pursuant to dissolution of People�s
Mutual Holdings (note 2) �  8.1 �  �  �  �  8.1
Cash dividends on common stock ($0.52 per share) �  �  (131.1) �  �  �  (131.1)
Common stock repurchased �  �  �  (127.1) �  �  (127.1)
Restricted stock awards �  (67.7) (1.5) 75.3 �  �  6.1
Purchase of common stock for ESOP (note 17) �  �  �  �  �  (216.8) (216.8)
ESOP common stock committed to be released (note 17) �  �  (0.9) �  �  7.2 6.3
Stock options and related tax benefits 0.1 5.4 �  �  �  �  5.5

Balance at December 31, 2007 3.0 3,642.8 1,079.6 (51.8) (18.6) (209.6) 4,445.4
Comprehensive income:
Net income �  �  139.5 �  �  �  139.5
Other comprehensive loss, net of tax
(note 16) �  �  �  �  (55.8) �  (55.8)

Total comprehensive income 83.7
Common stock issued in the Chittenden Corporation
acquisition, net of issuance costs (note 3) 0.5 769.7 �  �  �  �  770.2
Cash dividends on common stock ($0.58 per share) �  �  (194.4) �  �  �  (194.4)
Restricted stock awards �  29.6 (0.6) (6.1) �  �  22.9
ESOP common stock committed to be released (note 17) �  �  (1.2) �  �  7.2 6.0
Stock options and related tax benefits �  40.3 �  �  �  �  40.3
Tax benefits related to dissolution of People�s
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Mutual Holdings (note 2) �  2.7 �  �  �  �  2.7
SFAS No. 158 effect of changing pension plan
measurement date, net of tax (note 17) �  �  (0.3) �  (1.0) �  (1.3)

Balance at December 31, 2008 $ 3.5 $ 4,485.1 $ 1,022.6 $ (57.9) $ (75.4) $ (202.4) $ 5,175.5

See accompanying notes to consolidated financial statements.
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People�s United Financial, Inc. and Subsidiaries

Consolidated Statements of Cash Flows

Years ended December 31 (in millions) 2008 2007 2006
Cash Flows from Operating Activities:
Net income $ 139.5 $ 150.7 $ 124.0
Income from discontinued operations, net of tax �  (1.5) (2.3)

Income from continuing operations 139.5 149.2 121.7
Adjustments to reconcile income from continuing operations to net cash
provided by operating activities of continuing operations:
Provision for loan losses 26.2 8.0 3.4
Depreciation and amortization of premises and equipment 31.7 18.4 19.0
Impairment loss on premises and equipment 19.3 �  �  
Amortization of leased equipment 8.3 6.1 3.3
Amortization of other acquisition-related intangibles 21.3 1.0 1.1
Deferred income tax (benefit) expense (15.4) (5.7) 33.8
Net security (gains) losses (8.3) (5.5) 27.2
Net gains on sales of residential mortgage loans (6.5) (3.0) (2.0)
ESOP common stock committed to be released 6.0 6.3 �  
Expense related to share-based awards 22.1 8.0 3.7
Originations of loans held-for-sale (587.3) (383.8) (251.2)
Proceeds from sales of loans held-for-sale 535.3 335.3 197.6
Net (increase) decrease in trading account securities (2.7) 10.9 (2.3)
Pension plan contributions (1.6) (1.1) (92.6)
Contribution of common stock to The People�s United Community Foundation �  40.0 �  
Net changes in other assets and other liabilities 48.2 (4.2) (2.9)

Net cash provided by operating activities of continuing operations 236.1 179.9 59.8

Cash Flows from Investing Activities:
Net decrease (increase) in securities purchased under agreements to resell 428.0 (428.0) 24.7
Proceeds from sales of securities available for sale 645.5 5.4 1,648.0
Proceeds from principal repayments of securities available for sale 1,610.6 101.2 223.4
Proceeds from principal repayments of securities held to maturity 0.5 0.5 0.3
Purchases of securities available for sale (3,131.7) (96.5) (581.7)
Proceeds from sales of loans 53.2 4.9 12.5
Net loan principal collections (disbursements) 29.8 443.7 (580.7)
Purchase of loans �  �  (188.2)
Purchase of bank-owned life insurance (0.2) (0.5) (50.5)
Return of premium on bank-owned life insurance 1.4 0.5 0.9
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