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If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the
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The aggregate estimated fair value of the voting and non-voting common equity held by non-affiliates of the registrant
as of June 30, 2018:
Common Stock, $2.50 par value – $1,473,398,806 
The number of shares outstanding of each of the registrant's classes of common stock as of February 21, 2019:
Common Stock, $2.50 par value –34,616,337 
DOCUMENTS INCORPORATED BY REFERENCE
Portions of the definitive Proxy Statement of S&T Bancorp, Inc., to be filed pursuant to Regulation 14A for the 2019
annual meeting of shareholders to be held May 20, 2019, are incorporated by reference into Part III of this Annual
Report on Form 10-K.

Edgar Filing: S&T BANCORP INC - Form 10-K

3



Table of Contents

Item 1. Business 3
Item 1A.Risk Factors 12
Item 1B.Unresolved Staff Comments 18
Item 2. Properties 18
Item 3. Legal Proceedings 19
Item 4. Mine Safety Disclosures 19

Part II

Item 5. Market for Registrant’s Common Equity, Related Shareholder Matters and Issuer Purchases of Equity
Securities 20

Item 6. Selected Financial Data 22
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 26
Item 7A.Quantitative and Qualitative Disclosures About Market Risk 58
Item 8. Financial Statements and Supplementary Data 59
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosures 120
Item 9A.Controls and Procedures 120
Item 9B.Other Information 121

Part III
Item 10. Directors, Executive Officers and Corporate Governance 122
Item 11. Executive Compensation 122
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 122
Item 13. Certain Relationships and Related Transactions, and Director Independence 122
Item 14. Principal Accounting Fees and Services 122

Part IV
Item 15. Exhibits, Financial Statement Schedules 123

Signatures 126

2

Edgar Filing: S&T BANCORP INC - Form 10-K

4



Table of Contents

PART I

Item 1.  BUSINESS
General
S&T Bancorp, Inc. was incorporated on March 17, 1983 under the laws of the Commonwealth of Pennsylvania as a
bank holding company and is registered with the Board of Governors of the Federal Reserve System, or the Federal
Reserve Board, under the Bank Holding Company Act of 1956, as amended, or the BHCA, as a bank holding
company and a financial holding company. S&T Bancorp, Inc. has three direct wholly-owned subsidiaries, S&T
Bank, 9th Street Holdings, Inc. and STBA Capital Trust I, and also owns a 50 percent interest in Commonwealth Trust
Credit Life Insurance Company, or CTCLIC. When used in this Report, “S&T”, “we”, “us” or “our” may refer to S&T
Bancorp, Inc. individually, S&T Bancorp, Inc. and its consolidated subsidiaries, or certain of S&T Bancorp, Inc.’s
subsidiaries or affiliates, depending on the context. As of December 31, 2018, we had approximately $7.3 billion in
assets, $5.9 billion in loans, $5.7 billion in deposits and $935.8 million in shareholders’ equity.
S&T Bank is a full service bank, providing services to its customers through locations in Pennsylvania, Ohio and New
York. S&T Bank deposits are insured by the Federal Deposit Insurance Corporation, or FDIC, to the maximum extent
provided by law. S&T Bank has three wholly-owned operating subsidiaries: S&T Insurance Group, LLC, S&T
Bancholdings, Inc. and Stewart Capital Advisors, LLC. Effective January 1, 2018, S&T Insurance Group, LLC, sold a
majority interest in its previously wholly-owned subsidiary S&T-Evergreen Insurance, LLC.
Prior to 2017, we reported three operating segments: Community Banking, Wealth Management and Insurance.
Effective January 1, 2017, we no longer report Wealth Management and Insurance segment information, as they do
not meet the quantitative thresholds required for disclosure.
Through S&T Bank and our non-bank subsidiaries, we offer traditional banking services, which include accepting
time and demand deposits and originating commercial and consumer loans, brokerage services and trust services
including serving as executor and trustee under wills and deeds and as guardian and custodian of employee benefits.
We also manage private investment accounts for individuals and institutions through our registered investment
advisor. Total Wealth Management assets under administration were $1.8 billion at December 31, 2018.
The main office of both S&T Bancorp, Inc. and S&T Bank is located at 800 Philadelphia Street, Indiana,
Pennsylvania, and its phone number is (800) 325-2265.
Employees
As of December 31, 2018, we had 1,040 full-time equivalent employees.
Access to United States Securities and Exchange Commission Filings
All of our reports filed electronically with the United States Securities and Exchange Commission, or the SEC,
including this Annual Report on Form 10-K for the fiscal year ended December 31, 2018, our prior annual reports on
Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and our annual proxy statements, as well as
any amendments to those reports, are accessible at no cost on our website at www.stbancorp.com under Financial
Information, SEC Filings. These filings are also accessible on the SEC’s website at www.sec.gov. The charters of the
Audit Committee, the Compensation and Benefits Committee, the Nominating and Corporate Governance Committee,
the Executive Committee, the Credit Risk Committee and the Trust and Revenue Oversight Committee, as well as the
Complaints Regarding Accounting, Internal Accounting Controls or Auditing Matters Policy, the Code of Conduct for
the CEO and CFO, the General Code of Conduct, the Corporate Governance Guidelines and the Shareholder
Communications Policy are also available at www.stbancorp.com under Corporate Governance.
Supervision and Regulation
General
S&T is extensively regulated under federal and state law. Regulation of bank holding companies and banks is
intended primarily for the protection of consumers, depositors, borrowers, the Federal Deposit Insurance Fund, or
DIF, and the banking system as a whole, and not for the protection of shareholders or creditors. The following
describes certain aspects of that regulation and does not purport to be a complete description of all regulations that
affect S&T or all aspects of any regulation discussed here. To the extent statutory or regulatory provisions are
described, the description is qualified in its entirety by reference to the particular statutory or regulatory provisions.
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Item 1.  BUSINESS -- continued

The Dodd-Frank Wall Street Reform and Consumer Protection Act, or Dodd-Frank Act, enacted in July 2010, has had
and will continue to have a broad impact on the financial services industry, including significant regulatory and
compliance changes addressing, among other things: (i) enhanced resolution authority of troubled and failing banks
and their holding companies; (ii) increased capital and liquidity requirements; (iii) increased regulatory examination
fees; (iv) changes to assessments to be paid to the FDIC for federal deposit insurance; (v) enhanced corporate
governance and executive compensation requirements and disclosures; and (vi) numerous other provisions designed to
improve supervision and oversight of, and strengthen safety and soundness for, the financial services sector.
Additionally, the Dodd-Frank Act established a new framework for systemic risk oversight within the financial system
to be distributed among new and existing federal regulatory agencies, including the Financial Stability Oversight
Council, the Federal Reserve Board, the Office of the Comptroller of the Currency and the FDIC. While certain
requirements called for in the Dodd-Frank Act have been implemented, these regulations are subject to continuing
interpretation and potential amendment, and a variety of the requirements remain to be implemented. Given the
continued uncertainty associated with the ongoing implementation of the requirements of Dodd-Frank Act by the
various regulatory agencies, including the manner in which the remaining provisions will be implemented and the
interpretation of and potential amendments to existing regulations, the full extent of the impact of such requirements
on financial institutions’ operations is unclear. The continuing changes resulting from the Dodd-Frank Act may impact
the profitability of our business activities, require changes to certain of our business practices, increase our operating
and compliance costs, or otherwise adversely affect our business. These changes may also require us to invest
significant management attention and resources to evaluate and make necessary changes in order to comply with new
statutory and regulatory requirements.
In addition, proposals to change the laws and regulations governing the banking industry are frequently raised in
Congress, in state legislatures and before the various bank regulatory agencies that may impact S&T. Such initiatives
to change the laws and regulations may include proposals to expand or contract the powers of bank holding companies
and depository institutions or proposals to substantially change the financial institution regulatory system. Any such
legislation could change bank statutes and our operating environment in substantial and unpredictable ways. If
enacted, such legislation could affect how S&T and S&T Bank operate and could significantly increase costs, impede
the efficiency of internal business processes, limit our ability to pursue business opportunities in an efficient manner,
or affect the competitive balance among banks, credit unions and other financial institutions, any of which could
materially and adversely affect our business, financial condition and results of operations. The likelihood and timing
of any changes and the impact such changes might have on S&T is impossible to determine with any certainty.
S&T
We are a bank holding company subject to regulation under the BHCA and the examination and reporting
requirements of the Federal Reserve Board. Under the BHCA, a bank holding company may not directly or indirectly
acquire ownership or control of more than five percent of the voting shares or substantially all of the assets of any
additional bank, or merge or consolidate with another bank holding company, without the prior approval of the
Federal Reserve Board.
As a bank holding company, we are expected under statutory and regulatory provisions to serve as a source of
financial and managerial strength to our subsidiary bank. A bank holding company is also expected to commit
resources, including capital and other funds, to support its subsidiary bank.
We elected to become a financial holding company under the BHCA in 2001 and thereby may engage in a broader
range of financial activities than are permissible for traditional bank holding companies. In order to maintain our
status as a financial holding company, we must remain “well-capitalized” and “well-managed” and the depository
institutions controlled by us must remain “well-capitalized,” “well-managed” (as defined in federal law) and have at least a
“satisfactory” Community Reinvestment Act, or CRA, rating. Refer to Note 24 Regulatory Matters to the Consolidated
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Financial Statements contained in Part II, Item 8 of this Report for information concerning the current capital ratios of
S&T and S&T Bank. No prior regulatory approval is required for a financial holding company with total consolidated
assets less than $50 billion to acquire a company, other than a bank or savings association, engaged in activities that
are financial in nature or incidental to activities that are financial in nature, as determined by the Federal Reserve
Board, unless the total consolidated assets to be acquired exceed $10 billion. The BHCA identifies several activities as
“financial in nature” including, among others, securities underwriting; dealing and market making; sponsoring mutual
funds and investment companies; insurance underwriting and sales agency; investment advisory activities; merchant
banking activities and activities that the Federal Reserve Board has determined to be closely related to banking. Banks
may also engage in, subject to limitations on investment, activities that are financial in nature, other than insurance
underwriting, insurance company portfolio investment, real estate development and real estate investment, through a
financial subsidiary of the bank, if the bank is “well-capitalized,” “well-managed” and has at least a “satisfactory” CRA
rating.
If S&T or S&T Bank ceases to be “well-capitalized” or “well-managed,” we will not be in compliance with the
requirements of the BHCA regarding financial holding companies or requirements regarding the operation of financial
subsidiaries by insured banks.

4
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Item 1.  BUSINESS -- continued

If a financial holding company is notified by the Federal Reserve Board of such a change in the ratings of any of its
subsidiary banks, it must take certain corrective actions within specified time frames. Furthermore, if S&T Bank was
to receive a CRA rating of less than “satisfactory,” then we would be prohibited from engaging in certain new activities
or acquiring companies engaged in certain financial activities until the rating is raised to “satisfactory” or better.
We are presently engaged in nonbanking activities through the following five entities:

•9
th Street Holdings, Inc. was formed in June 1988 to hold and manage a group of investments previously owned by
S&T Bank and to give us additional latitude to purchase other investments.

• S&T Bancholdings, Inc. was formed in August 2002 to hold and manage a group of investments previously
owned by S&T Bank and to give us additional latitude to purchase other investments.

•
CTCLIC is a joint venture with another financial institution, and acts as a reinsurer of credit life, accident and health
insurance policies that were sold by S&T Bank and the other institution. S&T Bank and the other institution each have
ownership interests of 50 percent in CTCLIC.

•

S&T Insurance Group, LLC distributes life insurance and long-term disability income insurance products. During
2001, S&T Insurance Group, LLC and Attorneys Abstract Company, Inc. entered into an agreement to form S&T
Settlement Services, LLC, or STSS, with respective ownership interests of 55 percent and 45 percent. STSS is a title
insurance agency servicing commercial customers. During 2002, S&T Insurance Group, LLC expanded into the
property and casualty insurance business with the acquisition of S&T-Evergreen Insurance, LLC. On January 1, 2018
we sold a 70 percent majority interest in the assets of our subsidiary, S&T-Evergreen Insurance, LLC. We transferred
our remaining 30 percent share of net assets from S&T Evergreen Insurance, LLC to a new entity for a 30 percent
partnership interest in a new insurance entity.

•Stewart Capital Advisors, LLC was formed in August 2005 and is a registered investment advisor that managesprivate investment accounts for individuals and institutions.
S&T Bank
As a Pennsylvania-chartered, FDIC-insured non-member commercial bank, S&T Bank is subject to the supervision
and regulation of the Pennsylvania Department of Banking and Securities, or PADBS, and the FDIC. We are also
subject to various requirements and restrictions under federal and state law, including requirements to maintain
reserves against deposits, restrictions on the types, amount and terms and conditions of loans that may be granted and
limits on the types of other activities in which S&T Bank may engage and the investments it may make. In addition,
pursuant to the federal Bank Merger Act, S&T Bank must obtain the prior approval of the FDIC before it can merge
or consolidate with, or acquire the assets or assume the deposit liabilities of another bank.
S&T Bank is subject to affiliate transaction rules in Sections 23A and 23B of the Federal Reserve Act as implemented
by the Federal Reserve Board's Regulation W, that limit the amount of transactions between itself and S&T or any
other company or entity that controls or is under common control with any company or entity that controls S&T Bank,
including for most purposes any financial or depository institution subsidiary of S&T Bank. Under these provisions,
“covered” transactions, including making loans, purchasing assets, issuing guarantees and other similar transactions,
between a bank and its parent company or any other affiliate, generally are limited to 10 percent of the bank
subsidiary’s capital and surplus, and with respect to all transactions with affiliates, are limited to 20 percent of the bank
subsidiary’s capital and surplus. Loans and extensions of credit from a bank to an affiliate generally are required to be
secured by eligible collateral in specified amounts, and in general all affiliated transactions must be on terms
consistent with safe and sound banking practices. The Dodd-Frank Act expanded the affiliate transaction rules to
broaden the definition of affiliate to include as covered transactions securities borrowing or lending, repurchase or
reverse repurchase agreements and derivatives activities, and to strengthen collateral requirements and limit Federal
Reserve exemptive authority.
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Federal law also constrains the types and amounts of loans that S&T Bank may make to its executive officers,
directors and principal shareholders. Among other things, these loans are limited in amount, must be approved by the
bank’s board of directors in advance, and must be on terms and conditions as favorable to the bank as those available
to an unrelated person. The Dodd-Frank Act strengthened restrictions on loans to insiders and expanded the types of
transactions subject to the various limits to include credit exposure arising from a derivative transaction, a repurchase
or reverse repurchase agreement and a securities lending or borrowing transaction. The Dodd-Frank Act also placed
restrictions on certain asset sales to and from an insider to an institution, including requirements that such sales be on
market terms and, in certain circumstances, approved by the institution’s board of directors.
Insurance of Accounts; Depositor Preference
The deposits of S&T Bank are insured up to applicable limits per insured depositor by the Deposit Insurance Fund, or
DIF, as administered by the FDIC. The Dodd-Frank Act codified FDIC deposit insurance coverage per separately
insured depositor for all account types at $250,000.

5
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Item 1.  BUSINESS -- continued

As an FDIC-insured bank, S&T Bank is subject to FDIC insurance assessments, which are imposed based upon the
calculated risk the institution poses to the DIF. In July 2016, the FDIC Board of Directors adopted a revised final rule
to refine the deposit insurance assessment system for small insured depository institutions (less than $10 billion in
assets) that have been federally insured for at least five years by: revising the financial ratios method for determining
assessment rates so that it is based on a statistical model estimating the probability of failure over three years;
updating the financial measures used in the financial ratios method consistent with the statistical model; and
eliminating risk categories for established small banks and using the financial ratios method to determine assessment
rates for all such banks. The amended FDIC insurance assessment benefits many small institutions with a lower rate;
we, however, have incurred a minimal increase to our base rate.
Under the current assessment system, for an institution with less than $10 billion in assets, assessment rates are
determined based on a combination of financial ratios and CAMELS composite ratings. The assessment rate schedule
can change from time to time, at the discretion of the FDIC, subject to certain limits. Under the current system,
premiums are assessed quarterly. Assessments are calculated as a percentage of average consolidated total assets less
average tangible equity during the assessment period. The current total base assessment rates on an annualized basis
range from 1.5 basis points for certain “well-capitalized,” “well-managed” banks, with the highest ratings, to 40 basis
points for complex institutions posing the most risk to the DIF. The FDIC may raise or lower these assessment rates
on a quarterly basis based on various factors designed to achieve a minimum designated reserve ratio of the DIF,
which the Dodd-Frank Act has mandated to be no less than 1.35 percent of estimated insured deposits, subsequently
set at two percent by the FDIC.
In addition to DIF assessments, the FDIC makes a special assessment to fund the repayment of debt obligations of the
Financing Corporation, or FICO. FICO is a government-sponsored entity that was formed to borrow the money
necessary to carry out the closing and ultimate disposition of failed thrift institutions by the Resolution Trust
Corporation in the 1990s. The FICO assessment rate for the first quarter of 2019 is 0.14 basis points on an annualized
basis.
The FDIC may terminate the deposit insurance of any insured depository institution if it determines after a hearing
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 or the Federal
Reserve Board. It also may suspend deposit insurance temporarily during the hearing process if the institution has no
tangible capital. If insurance of accounts is terminated, the accounts at the institution at the time of termination, less
subsequent withdrawals, will continue to be insured for a period of six months to two years, as determined by the
FDIC.
Under federal law, deposits and certain claims for administrative expenses and employee compensation against
insured depository institutions are afforded a priority over other general unsecured claims against such an institution,
including federal funds and letters of credit, in the liquidation or other resolution of such an institution by a receiver.
Such priority creditors would include the FDIC.
Capital
The Federal Reserve Board and the FDIC have issued substantially similar minimum risk-based and leverage capital
rules applicable to banking organizations they supervise. At December 31, 2018, both S&T and S&T Bank met the
applicable minimum regulatory capital requirements.
The following table summarizes the leverage and risk-based capital ratios for S&T and S&T Bank:

Actual Minimum
Regulatory
Capital
Requirements

To be
Well Capitalized
Under Prompt
Corrective Action
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Provisions
(dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
As of December 31, 2018
Leverage Ratio
S&T $689,778 10.05% $274,497 4.00 % $343,121 5.00 %
S&T Bank 659,304 9.63 % 273,820 4.00 % 342,275 5.00 %
Common Equity Tier 1 (to Risk-Weighted Assets)
S&T 669,778 11.38% 264,933 4.50 % 382,681 6.50 %
S&T Bank 659,304 11.23% 264,127 4.50 % 381,517 6.50 %
Tier 1 Capital (to Risk-Weighted Assets)
S&T 689,778 11.72% 353,244 6.00 % 470,992 8.00 %
S&T Bank 659,304 11.23% 352,170 6.00 % 469,560 8.00 %
Total Capital (to Risk-Weighted Assets)
S&T 777,913 13.21% 470,992 8.00 % 588,741 10.00%
S&T Bank 747,438 12.73% 469,560 8.00 % 586,950 10.00%

6
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Item 1.  BUSINESS -- continued

In addition, the banking regulatory agencies may from time to time require that a banking organization maintain
capital above the minimum prescribed levels, whether because of its financial condition or actual or anticipated
growth.
The risk-based capital standards establish a systematic analytical framework that makes regulatory capital
requirements more sensitive to differences in risk profiles among banking organizations, takes off-balance sheet
exposures explicitly into account in assessing capital adequacy and minimizes disincentives to holding liquid, low-risk
assets. For purposes of the risk-based ratios, assets and specified off-balance sheet instruments are assigned to broad
risk categories, each with appropriate weights. The resulting capital ratios represent capital as a percentage of total
risk-weighted assets and off-balance sheet items. The leverage ratio represents capital as a percentage of total average
assets adjusted as specified in the guidelines.
In July 2013 the federal banking agencies issued final regulatory capital rules that replaced the then existing general
risk-based capital and related rules, broadly revising the basic definitions and elements of regulatory capital and
making substantial changes to the risk weightings for banking and trading book assets. The new regulatory capital
rules are designed to implement Basel III (which were agreements reached in July 2010 by the international oversight
body of the Basel Committee on Banking Supervision to require more and higher-quality capital) as well as the
minimum leverage and risk-based capital requirements of the Dodd-Frank Act. These new capital standards apply to
all banks, regardless of size, and to all bank holding companies with consolidated assets greater than $500 million, and
became effective on January 1, 2015. For smaller banking organizations such as S&T and S&T Bank, the rules are
subject to a transition period providing for full implementation as of January 1, 2019.
The required regulatory capital minimum ratios under the new capital standards as of December 31, 2018 are as
follows:

•Common equity Tier 1 risk-based capital ratio (common equity Tier 1 capital to standardized total risk-weightedassets) of 4.50 percent;
•Tier 1 risk-based capital ratio (Tier 1 capital to standardized total risk-weighted assets) of 6.00 percent;

• Total risk-based capital ratio (total capital to standardized total risk-weighted assets) of 8.00 percent;
and

•Leverage ratio (Tier 1 capital to average total consolidated assets less amounts deducted from Tier 1 capital) of 4.00percent.
Generally, under the guidelines, common equity Tier 1 capital consists of common stock instruments that meet the
eligibility criteria in the rule, retained earnings, accumulated other comprehensive income and common equity Tier 1
minority interest, less applicable regulatory adjustments and deductions including goodwill, intangible assets subject
to limitation and certain deferred tax assets subject to limitation. Tier 1 capital is comprised of common equity Tier 1
capital plus generally non-cumulative perpetual preferred stock, Tier 1 minority interests and, for bank holding
companies with less than $15 billion in consolidated assets at December 31, 2009, certain restricted capital
instruments including qualifying cumulative perpetual preferred stock and grandfathered trust preferred securities, up
to a limit of 25 percent of Tier 1 capital, less applicable regulatory adjustments and deductions. Tier 2, or
supplementary, capital generally includes portions of trust preferred securities and cumulative perpetual preferred
stock not otherwise counted in Tier 1 capital, as well as preferred stock, subordinated debt, total capital minority
interests not included in Tier 1, and the allowance for loan losses in an amount not exceeding 1.25 percent of
standardized risk-weighted assets, less applicable regulatory adjustments and deductions. Total capital is the sum of
Tier 1 and Tier 2 capital.
The new regulatory capital rule also requires a banking organization to maintain a capital conservation buffer
composed of common equity Tier 1 capital in an amount greater than 2.50 percent of total risk-weighted assets
beginning in 2019. Beginning in 2016, the capital conservation buffer was phased in, beginning at 25 percent,
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increasing to 50 percent in 2017, 75 percent in 2018 and 100 percent in 2019 and beyond. As a result, starting in 2019,
a banking organization must maintain a common equity Tier 1 risk-based capital ratio greater than 7.00 percent, a Tier
1 risk-based capital ratio greater than 8.50 percent and a Total risk-based capital ratio greater than 10.50 percent;
otherwise, it will be subject to restrictions on capital distributions and discretionary bonus payments. By 2019, when
the new rule is fully phased in, the minimum capital requirements plus the capital conservation buffer will exceed the
regulatory capital ratios required for an insured depository institution to be well-capitalized under prompt corrective
action law, described below.
The new regulatory capital rule also revises the calculation of risk-weighted assets. It includes a new framework under
which the risk weight will increase for most credit exposures that are 90 days or more past due or on nonaccrual,
high-volatility commercial real estate loans, mortgage servicing and deferred tax assets that are not deducted from
capital and certain equity exposures. It also includes changes to the credit conversion factors of off-balance sheet
items, such as the unused portion of a loan commitment.
Federal regulators periodically propose amendments to the regulatory capital rules and the related regulatory
framework and consider changes to the capital standards that could significantly increase the amount of capital needed
to meet applicable standards. The timing of adoption, ultimate form and effect of any such proposed amendments
cannot be predicted.

7
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Item 1.  BUSINESS -- continued

Payment of Dividends
S&T is a legal entity separate and distinct from its banking and other subsidiaries. A substantial portion of our
revenues consist of dividend payments we receive from S&T Bank. The payment of common dividends by S&T is
subject to certain requirements and limitations of Pennsylvania law. S&T Bank, in turn, is subject to federal and state
laws and regulations that limit the amount of dividends it can pay to S&T. In addition, both S&T and S&T Bank are
subject to various general regulatory policies relating to the payment of dividends, including requirements to maintain
adequate capital above regulatory minimums. The Federal Reserve Board has indicated that banking organizations
should generally pay dividends only if (i) the organization’s net income available to common shareholders over the
past year has been sufficient to fully fund the dividends and (ii) the prospective rate of earnings retention appears
consistent with the organization’s capital needs, asset quality and overall financial condition. Thus, under certain
circumstances based upon our financial condition, our ability to declare and pay quarterly dividends may require
consultation with the Federal Reserve Board and may be prohibited by applicable Federal Reserve Board guidance.
Other Safety and Soundness Regulations
There are a number of obligations and restrictions imposed on bank holding companies such as us and our depository
institution subsidiary by federal law and regulatory policy. These obligations and restrictions are designed to reduce
potential loss exposure to the FDIC’s DIF in the event an insured depository institution becomes in danger of default or
is in default. Under current federal law, for example, the federal banking agencies possess broad powers to take
prompt corrective action to resolve problems of insured depository institutions. The extent of these powers depends
upon whether the institution in question is “well-capitalized,” “adequately capitalized,” “undercapitalized,” “significantly
undercapitalized” or “critically undercapitalized,” as defined by the law. As of December 31, 2018, S&T Bank was
classified as “well-capitalized.” New definitions of these categories, as set forth in the federal banking agencies’ final
rule to implement Basel III and the minimum leverage and risk-based capital requirements of the Dodd-Frank Act,
became effective as of January 1, 2015. To be well-capitalized, an insured depository institution must have a common
equity Tier 1 risk-based capital ratio of at least 6.50 percent, a Tier 1 risk-based capital ratio of at least 8.00 percent, a
total risk-based capital ratio of at least 10.00 percent and a leverage ratio of at least 5.00 percent, and the institution
must not be subject to any written agreement, order, capital directive or prompt corrective action directive by its
primary federal regulator. To be adequately capitalized, an insured depository institution must have a common equity
Tier 1 risk-based capital ratio of at least 4.50 percent, a Tier 1 risk-based capital ratio of at least 6.00 percent, a total
risk-based capital ratio of at least 8.00 percent and a leverage ratio of at least 4.00 percent. The classification of
depository institutions is primarily for the purpose of applying the federal banking agencies’ prompt corrective action
provisions and is not intended to be and should not be interpreted as a representation of overall financial condition or
prospects of any financial institution.
The federal banking agencies’ prompt corrective action powers, which increase depending upon the degree to which an
institution is undercapitalized, can include, among other things, requiring an insured depository institution to adopt a
capital restoration plan, which cannot be approved unless guaranteed by the institution’s parent company; placing
limits on asset growth and restrictions on activities, including restrictions on transactions with affiliates; restricting the
interest rates the institution may pay on deposits; restricting the institution from accepting brokered deposits;
prohibiting the payment of principal or interest on subordinated debt; prohibiting the holding company from making
capital distributions, including payment of dividends, without prior regulatory approval; and, ultimately, appointing a
receiver for the institution.
The federal banking agencies have also adopted guidelines prescribing safety and soundness standards relating to
internal controls and information systems, internal audit systems, loan documentation, credit underwriting, interest
rate exposure, asset growth, fees and compensation and benefits. In general, the guidelines require appropriate systems
and practices to identify and manage specified risks and exposures. The guidelines prohibit excessive compensation as
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an unsafe and unsound practice and characterize compensation as excessive when the amounts paid are unreasonable
or disproportionate to the services performed by an executive officer, employee, director or principal shareholder. In
addition, the agencies have adopted regulations that authorize, but do not require, an agency to order an institution that
has been given notice by an agency that it is not in compliance with any of such safety and soundness standards to
submit a compliance plan. If, after being so notified, an institution fails to submit an acceptable compliance plan, the
agency must issue an order directing action to correct the deficiency and may issue an order directing other actions of
the types to which an “undercapitalized” institution is subject under the prompt corrective action provisions described
above.
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Regulatory Enforcement Authority
The enforcement powers available to federal banking agencies are substantial and include, among other things and in
addition to other powers described herein, the ability to assess civil money penalties and impose other civil and
criminal penalties, to issue cease-and-desist or removal orders, to appoint a conservator to conserve the assets of an
institution for the benefit of its depositors and creditors and to initiate injunctive actions against banks and bank
holding companies and “institution affiliated parties,” as defined in the Federal Deposit Insurance Act. In general, these
enforcement actions may be initiated for violations of laws and regulations, and engagement in unsafe or unsound
practices. Other actions or inactions may provide the basis for enforcement action, including misleading or untimely
reports filed with regulatory authorities.
At the state level, the PADBS also has broad enforcement powers over S&T Bank, including the power to impose
fines and other penalties and to appoint a conservator or receiver.
Interstate Banking and Branching
The BHCA currently permits bank holding companies from any state to acquire banks and bank holding companies
located in any other state, subject to certain conditions, including certain nationwide and state-imposed deposit
concentration limits. In addition, because of changes to law made by the Dodd-Frank Act, S&T Bank may now
establish de novo branches in any state to the same extent that a bank chartered in that state could establish a branch.
Community Reinvestment, Fair Lending and Consumer Protection Laws
In connection with its lending activities, S&T Bank is subject to a number of state and federal laws designed to protect
borrowers and promote lending to various sectors of the economy and population. The federal laws include, among
others, the Equal Credit Opportunity Act, the Truth-in-Lending Act, the Truth-in-Savings Act, the Home Mortgage
Disclosure Act, the Real Estate Settlement Procedures Act, the Fair Credit Reporting Act and the CRA. In addition,
federal rules require disclosure of privacy policies to consumers and, in some circumstances, allow consumers to
prevent the disclosure of certain personal information to nonaffiliated third parties.
The CRA requires the appropriate federal banking agency, in connection with its examination of a bank, to assess the
bank’s record in meeting the credit needs of the communities served by the bank, including low and moderate-income
neighborhoods. Furthermore, such assessment is required of any bank that has applied, among other things, to merge
or consolidate with or acquire the assets or assume the liabilities of an insured depository institution, or to open or
relocate a branch office. In the case of a bank holding company, including a financial holding company, applying for
approval to acquire a bank or bank holding company, the Federal Reserve Board will assess the record of each
subsidiary bank of the applicant bank holding company in considering the application. Under the CRA, institutions are
assigned a rating of “outstanding,” “satisfactory,” “needs to improve” or “unsatisfactory.” S&T Bank was rated “satisfactory” in
its most recent CRA evaluation.
With respect to consumer protection, the Dodd-Frank Act created the Consumer Financial Protection Bureau, or the
CFPB, which took over rulemaking responsibility on July 21, 2011 for the principal federal consumer financial
protection laws, such as those identified above. Institutions that have assets of $10 billion or less, such as S&T Bank,
are subject to the rules established by the CFPB but will continue to be supervised in this area by their state and
primary federal regulators, which in the case of S&T Bank is the FDIC. The Dodd-Frank Act also gives the CFPB
expanded data collection powers for fair lending purposes for both small business and mortgage loans, as well as
expanded authority to prevent unfair, deceptive and abusive practices. The consumer complaint function also has been
consolidated into the CFPB with respect to the institutions it supervises. The CFPB established an Office of
Community Banks and Credit Unions, with a mission to ensure that the CFPB incorporates the perspectives of small
depository institutions into the policy-making process, communicates relevant policy initiatives to community banks
and credit unions, and works with community banks and credit unions to identify potential areas for regulatory
simplification.
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Fair lending laws prohibit discrimination in the provision of banking services, and the enforcement of these laws has
been a focus for bank regulators. Fair lending laws include the Equal Credit Opportunity Act and the Fair Housing
Act, which outlaw discrimination in credit transactions and residential real estate on the basis of prohibited factors
including, among others, race, color, national origin, sex and religion. A lender may be liable for policies that result in
a disparate treatment of or have a disparate impact on a protected class of applicants or borrowers. If a pattern or
practice of lending discrimination is alleged by a regulator, then that agency may refer the matter to the U.S.
Department of Justice, or DOJ, for investigation. In December of 2012, the DOJ and the CFPB entered into a
Memorandum of Understanding under which the agencies have agreed to share information, coordinate investigations
and have generally committed to strengthen their coordination efforts. S&T Bank is required to have a fair lending
program that is of sufficient scope to monitor the inherent fair lending risk of the institution and that appropriately
remediates issues which are identified.
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During 2013, the CFPB issued a series of final rules related to mortgage loan origination and mortgage loan servicing.
In particular, on January 10, 2013, the CFPB issued a final rule implementing the ability-to-repay and qualified
mortgage (QM) provisions of the Truth-in-Lending Act, as amended by the Dodd-Frank Act (“QM Rule”). The
ability-to-repay provision requires creditors to make reasonable, good-faith determinations that borrowers are able to
repay their mortgage loans before extending the credit, based on a number of factors and consideration of financial
information about the borrower from reasonably reliable third-party documents. Under the Dodd-Frank Act and the
QM Rule, loans meeting the definition of “qualified mortgage” are entitled to a presumption that the lender satisfied the
ability-to-repay requirements. The presumption is a conclusive presumption/safe harbor for prime loans meeting the
QM requirements, and a rebuttable presumption for higher-priced/subprime loans meeting the QM requirements. The
definition of a QM incorporates the statutory requirements, such as not allowing negative amortization or terms longer
than 30 years. The QM Rule also adds an explicit maximum 43 percent debt-to-income ratio for borrowers if the loan
is to meet the QM definition, though some mortgages that meet government-sponsored enterprise, or GSE, Federal
Housing Administration, or FHA, and Veterans Affairs, or VA, underwriting guidelines may, for a period not to
exceed seven years, meet the QM definition without being subject to the 43 percent debt-to-income limits. The QM
Rule became effective on January 10, 2014. These rules did not have a material impact on our mortgage business.
In November 2013, the CFPB issued a final rule implementing the Dodd-Frank Act requirement to establish integrated
disclosures in connection with mortgage origination, which incorporates disclosure requirements under the Real Estate
Settlement Procedures Act and the Truth-in-Lending Act. The requirements of the final rule apply to all covered
mortgage transactions for which S&T Bank receives a consumer application on or after October 3, 2015. The CFPB
issued a final rule regarding the integrated disclosures in December 2013, and the disclosure requirement became
effective in October 2015. These rules did not have a material impact on our mortgage business.
Anti-Money Laundering Rules
S&T Bank is subject to the Bank Secrecy Act, its implementing regulations and other anti-money laundering laws and
regulations, including the USA Patriot Act of 2001. Among other things, these laws and regulations require S&T
Bank to take steps to prevent the bank from being used to facilitate the flow of illegal or illicit money, to report large
currency transactions and to file suspicious activity reports. S&T Bank is also required to develop and implement a
comprehensive anti-money laundering compliance program. Banks must also have in place appropriate “know your
customer” policies and procedures. Violations of these requirements can result in substantial civil and criminal
sanctions. In addition, provisions of the USA Patriot Act of 2001 require the federal financial institution regulatory
agencies to consider the effectiveness of a financial institution’s anti-money laundering activities when considering
applications for bank mergers and bank holding company acquisitions.
Other Dodd-Frank Provisions
In December 2013, federal regulators adopted final regulations regarding the Volcker Rule established in the
Dodd-Frank Act. The Volcker Rule generally prohibits banks and their affiliates from engaging in proprietary trading
and investing in and sponsoring certain unregistered investment companies generally covering hedge funds and
private equity funds, subject to certain exemptions. Banking entities had until July 21, 2017 to conform their activities
to the requirements of the rule. Because S&T generally does not engage in the activities prohibited by the Volcker
Rule, the effectiveness of the rule has not had a material effect on S&T Bank or its affiliates.
In addition, the Dodd-Frank Act provides that the amount of any interchange fee charged for electronic debit
transactions by debit card issuers having assets over $10 billion must be reasonable and proportional to the actual cost
of a transaction to the issuer. The Federal Reserve Board has adopted a rule which limits the maximum permissible
interchange fees that such issuers can receive for an electronic debit transaction. This rule, Regulation II, which was
effective October 1, 2011, does not apply to a bank that, together with its affiliates, has less than $10 billion in assets,
which includes S&T.
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Competition
S&T Bank competes with other local, regional and national financial services providers, such as other financial
holding companies, commercial banks, credit unions, finance companies and brokerage and insurance firms, including
competitors that provide their products and services online and through mobile devices. Some of our competitors are
not subject to the same level of regulation and oversight that is required of banks and bank holding companies, and are
thus able to operate under lower cost structures. Our wealth management business competes with trust companies,
mutual fund companies, investment advisory firms, law firms, brokerage firms and other financial services companies.
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Item 1.  BUSINESS -- continued

Changes in bank regulation, such as changes in the products and services banks can offer and permitted involvement
in non-banking activities by bank holding companies, as well as bank mergers and acquisitions, can affect our ability
to compete with other financial services providers. Our ability to do so will depend upon how successfully we can
respond to the evolving competitive, regulatory, technological and demographic developments affecting our
operations.
Our customers are primarily in Pennsylvania and the contiguous states of Ohio, West Virginia, New York, Maryland
and Delaware. The majority of our commercial and consumer loans are made to businesses and individuals in these
states resulting in a geographic concentration. Our market area has a high density of financial institutions, some of
which are significantly larger institutions with greater financial resources than us, and many of which are our
competitors to varying degrees. Our competition for loans comes principally from commercial banks, mortgage
banking companies, credit unions and other financial service companies. Our most direct competition for deposits has
historically come from commercial banks and credit unions. We face additional competition for deposits from
non-depository competitors such as the mutual fund industry, securities and brokerage firms and insurance companies.
Because larger competitors have advantages in attracting business from larger corporations, we do not generally
attempt to compete for that business. Instead, we concentrate our efforts on attracting the business of individuals, and
small and medium-size businesses. We consider our competitive advantages to be customer service and
responsiveness to customer needs, the convenience of banking offices and hours, access to electronic banking services
and the availability and pricing of our products and services. We emphasize personalized banking and the advantage
of local decision-making in our banking business.
The financial services industry is likely to become more competitive as further technological advances enable more
companies to provide financial services on a more efficient and convenient basis. Technological innovations have
lowered traditional barriers to entry and enabled many companies to compete in financial services markets. Many
customers now expect a choice of banking options for the delivery of services, including traditional banking offices,
telephone, internet, mobile, ATMs, self-service branches, in-store branches and/or digital and technology based
solutions. These delivery channels are offered by traditional banks and savings associations, credit unions, brokerage
firms, asset management groups, financial technology companies, finance and insurance companies, internet-based
companies, and mortgage banking firms.
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Item 1A.  RISK FACTORS
Investments in our common stock involve risk. The following discussion highlights the risks that we believe are
material to S&T, but does not necessarily include all risks that we may face.
The market price of our common stock may fluctuate significantly in response to a number of factors.
Our quarterly and annual operating results have varied significantly in the past and could vary significantly in the
future, which makes it difficult for us to predict our future operating results. Our operating results may fluctuate due to
a variety of factors, many of which are outside of our control, including the changing U.S. economic environment and
changes in the commercial and residential real estate market, any of which may cause our stock price to fluctuate. If
our operating results fall below the expectations of investors or securities analysts, the price of our common stock
could decline substantially. Our stock price can fluctuate significantly in response to a variety of factors including,
among other things:
•volatility of stock market prices and volumes in general;
•changes in market valuations of similar companies;
•changes in the conditions of credit markets;

•changes in accounting policies or procedures as required by the Financial Accounting Standards Board, or FASB, orother regulatory agencies;

•
legislative and regulatory actions, including the impact of the Dodd-Frank Act and related regulations, that may
subject us to additional regulatory oversight which may result in increased compliance costs and/or require us to
change our business model;

• government intervention in the U.S. financial system and the effects of and changes in trade and monetary and
fiscal policies and laws, including the interest rate policies of the Federal Reserve Board;

•additions or departures of key members of management;
•fluctuations in our quarterly or annual operating results; and
•changes in analysts’ estimates of our financial performance.
Risks Related to Credit
Our ability to assess the credit-worthiness of our customers may diminish, which may adversely affect our results of
operations.
We incur credit risk by virtue of making loans and extending loan commitments and letters of credit. Credit risk is one
of our most significant risks. Our exposure to credit risk is managed through the use of consistent underwriting
standards that emphasize “in-market” lending while avoiding excessive industry and other concentrations. Our credit
administration function employs risk management techniques to ensure that loans adhere to corporate policy and
problem loans are promptly identified. There can be no assurance that such measures will be effective in avoiding
undue credit risk. If the models and approaches that we use to select, manage and underwrite our consumer and
commercial loan products become less predictive of future charge-offs, due to events adversely affecting our
customers, including rapid changes in the economy, our credit losses may increase.
The value of the collateral used to secure our loans may not be sufficient to compensate for the amount of an unpaid
loan and we may be unsuccessful in recovering the remaining balances from our customers.
Decreases in real estate values, particularly with respect to our commercial lending and mortgage activities, could
adversely affect the value of property used as collateral for our loans and our customers’ ability to repay these loans,
which in turn could impact our profitability. Repayment of our commercial loans is often dependent on the cash flow
of the borrower, which may become unpredictable. If the value of the assets, such as real estate, serving as collateral
for the loan portfolio were to decline materially, a significant part of the loan portfolio could become
under-collateralized. If the loans that are secured by real estate become troubled when real estate market conditions
are declining or have declined, in the event of foreclosure, we may not be able to realize the amount of collateral that
was anticipated at the time of originating the loan. This could result in higher charge-offs which could have a material
adverse effect on our operating results and financial condition.
Changes in the overall credit quality of our portfolio can have a significant impact on our earnings.
Like other lenders, we face the risk that our customers will not repay their loans. We reserve for losses in our loan
portfolio based on our assessment of inherent credit losses. This process, which is critical to our financial results and
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condition, requires complex judgment including our assessment of economic conditions, which are difficult to predict.
Through a periodic review of the loan portfolio, management determines the amount of the allowance for loan losses,
or ALL, by considering historical losses combined with qualitative factors including changes in lending policies and
practices, economic conditions, changes in the loan portfolio, changes in lending management, results of internal loan
reviews, asset quality trends, collateral values,
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Item 1A.  RISK FACTORS - continued
concentrations of credit risk and other external factors. The amount of future losses is susceptible to changes in
economic, operating and other conditions, including changes in interest rates, which may be beyond our control.
Although we have policies and procedures in place to determine future losses, due to the subjective nature of this area,
there can be no assurance that our management has accurately assessed the level of allowances reflected in our
Consolidated Financial Statements. We may underestimate our inherent losses and fail to hold an ALL sufficient to
account for these losses. Incorrect assumptions could lead to material underestimates of inherent losses and an
inadequate ALL. As our assessment of inherent losses changes, we may need to increase or decrease our ALL, which
could significantly impact our financial results and profitability.
Our loan portfolio is concentrated within our market area, and our lack of geographic diversification increases our risk
profile.
The regional economic conditions within our market area affect the demand for our products and services as well as
the ability of our customers to repay their loans and the value of the collateral securing these loans. We are less able
than a larger institution to spread the risks of unfavorable local economic conditions across a large number of
diversified economies. A significant decline in the regional economy caused by inflation, recession, unemployment or
other factors could negatively affect our customers, the quality of our loan portfolio and the demand for our products
and services. Any sustained period of increased payment delinquencies, foreclosures or losses caused by adverse
market or economic conditions in our market area could adversely affect the value of our assets, revenues, results of
operations and financial condition. Moreover, we cannot give any assurance that we will benefit from any market
growth or favorable economic conditions in our primary market area.
Our loan portfolio has a significant concentration of commercial real estate loans.
The majority of our loans are to commercial borrowers and 53 percent of our total loans are commercial real estate, or
CRE, and construction loans with real estate as the primary collateral. The CRE segment of our loan portfolio
typically involves higher loan principal amounts, and the repayment of these loans is generally dependent, in large
part, on sufficient income from the properties securing the loans to cover operating expenses and debt service.
Because payments on loans secured by CRE often depend upon the successful operation and management of the
properties, repayment of these loans may be affected by factors outside the borrower’s control, including adverse
conditions in the real estate market or the economy. Additionally, we have a number of significant credit exposures to
commercial borrowers, and while the majority of these borrowers have numerous projects that make up the total
aggregate exposure, if one or more of these borrowers default or have financial difficulties, we could experience
higher credit losses, which could adversely impact our financial condition and results of operations. In December
2015, the FDIC and the other federal financial institution regulatory agencies released a new statement on prudent risk
management for commercial real estate lending. In this statement, the agencies express concerns about easing
commercial real estate underwriting standards, direct financial institutions to maintain underwriting discipline and
exercise risk management practices to identify, measure and monitor lending risks, and indicate that they will continue
to pay special attention to commercial real estate lending activities and concentrations going forward.
Risks Related to Our Operations
Failure to keep pace with technological changes could have a material adverse effect on our results of operations and
financial condition.
The financial services industry is constantly undergoing rapid technological change with frequent introductions of
new technology-driven products and services. The effective use of technology increases efficiency and enables
financial institutions to better service customers and reduce costs. Our future success depends, in part, upon our ability
to address the needs of our customers by using technology to provide products and services that will satisfy their
demands, as well as create additional efficiencies within our operations. Many of our large competitors have
substantially greater resources to invest in technological improvements. We may not be able to effectively implement
new technology-driven products and services quickly or be successful in marketing these products and services to our
customers. Failure to successfully keep pace with technological change affecting the financial services industry could
have a material adverse impact on our business, financial condition and results of operations.
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Item 1A.  RISK FACTORS - continued
A failure in or breach of our operational or security systems or infrastructure, or those of third parties, could disrupt
our businesses, and adversely impact our results of operations, liquidity and financial condition, as well as cause
reputational harm.
Our operational and security systems, infrastructure, including our computer systems, data management, and internal
processes, as well as those of third parties, are integral to our business. We rely on our employees and third parties in
our day-to-day and ongoing operations, who may, as a result of human error, misconduct or malfeasance, or failure or
breach of third- party systems or infrastructure, expose us to risk. We have taken measures to implement backup
systems and other safeguards to support our operations, but our ability to conduct business may be adversely affected
by any significant disruptions to us or to third parties with whom we interact. In addition, our ability to implement
backup systems and other safeguards with respect to third-party systems is more limited than with our own systems.
We handle a substantial volume of customer and other financial transactions every day. Our financial, accounting,
data processing, check processing, electronic funds transfer, loan processing, online and mobile banking, automated
teller machines, or ATMs, backup or other operating or security systems and infrastructure may fail to operate
properly or become disabled or damaged as a result of a number of factors including events that are wholly or partially
beyond our control. This could adversely affect our ability to process these transactions or provide these services.
There could be sudden increases in customer transaction volume, electrical, telecommunications or other major
physical infrastructure outages, natural disasters, events arising from local or larger scale political or social matters,
including terrorist acts, and cyber attacks. We continuously update these systems to support our operations and
growth. This updating entails significant costs and creates risks associated with implementing new systems and
integrating them with existing ones. Operational risk exposures could adversely impact our results of operations,
liquidity and financial condition, and cause reputational harm.
A cyber attack, information or security breach, or a technology failure of ours or of a third-party could adversely
affect our ability to conduct our business or manage our exposure to risk, result in the disclosure or misuse of
confidential or proprietary information, increase our costs to maintain and update our operational and security systems
and infrastructure, and adversely impact our results of operations, liquidity and financial condition, as well as cause
reputational harm.
Our business is highly dependent on the security and efficacy of our infrastructure, computer and data management
systems, as well as those of third parties with whom we interact. Cyber security risks for financial institutions have
significantly increased in recent years in part because of the proliferation of new technologies, the use of the Internet
and telecommunications technologies to conduct financial transactions, and the increased sophistication and activities
of organized crime, hackers, terrorists and other external parties, including foreign state actors. Our operations rely on
the secure processing, transmission, storage and retrieval of confidential, proprietary and other information in our
computer and data management systems and networks, and in the computer and data management systems and
networks of third parties. We rely on digital technologies, computer, database and email systems, software, and
networks to conduct our operations. In addition, to access our network, products and services, our customers and third
parties may use personal mobile devices or computing devices that are outside of our network environment.
Financial services institutions have been subject to, and are likely to continue to be the target of, cyber attacks,
including computer viruses, malicious or destructive code, phishing attacks, denial of service or other security
breaches that could result in the unauthorized release, gathering, monitoring, misuse, loss or destruction of
confidential, proprietary and other information of the institution, its employees or customers or of third parties, or
otherwise materially disrupt network access or business operations. For example, denial of service attacks have been
launched against a number of large financial institutions and several large retailers have disclosed substantial cyber
security breaches affecting debit and credit card accounts of their customers. We have experienced cyber security
incidents in the past, although not material, and we anticipate that, as a growing regional bank, we could experience
further incidents. There can be no assurance that we will not suffer material losses or other material consequences
relating to technology failure, cyber attacks or other information or security breaches.
In addition to external threats, insider threats also represent a risk to us. Insiders, having legitimate access to our
systems and the information contained in them, have the opportunity to make inappropriate use of the systems and
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information. We have policies, procedures, and controls in place designed to prevent or limit this risk, but we cannot
guarantee that these policies, procedures and controls fully mitigate this risk.
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Item 1A.  RISK FACTORS - continued
As cyber threats continue to evolve, we may be required to expend significant additional resources to continue to
modify and enhance our protective measures or to investigate and remediate any information security vulnerabilities
or incidents. Any of these matters could result in our loss of customers and business opportunities, significant
disruption to our operations and business, misappropriation or destruction of our confidential information and/or that
of our customers, or damage to our customers’ and/or third parties’ computers or systems, and could result in a violation
of applicable privacy laws and other laws, litigation exposure, regulatory fines, penalties or intervention, loss of
confidence in our security measures, reputational damage, reimbursement or other compensatory costs, and additional
compliance costs. In addition, any of the matters described above could adversely impact our results of operations and
financial condition.
We rely on third-party providers and other suppliers for a number of services that are important to our business. An
interruption or cessation of an important service by any third-party could have a material adverse effect on our
business.
We are dependent for the majority of our technology, including our core operating system, on third-party providers. If
these companies were to discontinue providing services to us, we may experience significant disruption to our
business. In addition, each of these third parties faces the risk of cyber attack, information breach or loss, or
technology failure. If any of our third-party service providers experience such difficulties, or if there is any other
disruption in our relationships with them, we may be required to find alternative sources of such services. We are
dependent on these third-party providers securing their information systems, over which we have limited control, and
a breach of their information systems could adversely affect our ability to process transactions, service our clients or
manage our exposure to risk and could result in the disclosure of sensitive, personal customer information, which
could have a material adverse impact on our business through damage to our reputation, loss of business, remedial
costs, additional regulatory scrutiny or exposure to civil litigation and possible financial liability. Assurance cannot be
provided that we could negotiate terms with alternative service sources that are as favorable or could obtain services
with similar functionality as found in existing systems without the need to expend substantial resources, if at all,
thereby resulting in a material adverse impact on our business and results of operations.
Risks Related to Interest Rates and Investments
Our net interest income could be negatively affected by interest rate changes which may adversely affect our financial
condition.
Our results of operations are largely dependent on net interest income, which is the difference between the interest and
fees earned on interest-earning assets and the interest paid on interest-bearing liabilities. Therefore, any change in
general market interest rates, including changes resulting from the Federal Reserve Board’s policies, can have a
significant effect on our net interest income and total income. There may be mismatches between the maturity and
repricing of our assets and liabilities that could cause the net interest rate spread to compress, depending on the level
and type of changes in the interest rate environment. Interest rates are highly sensitive to many factors that are beyond
our control, including general economic conditions and the policies of various governmental agencies. In addition,
some of our customers often have the ability to prepay loans or redeem deposits with either no penalties, or penalties
that are insufficient to compensate us for the lost income. A significant reduction in our net interest income will
adversely affect our business and results of operations. If we are unable to manage interest rate risk effectively, our
business, financial condition and results of operations could be materially harmed.
Declines in the value of investment securities held by us could require write-downs, which would reduce our earnings.
In order to diversify earnings and enhance liquidity, we own both debt and equity instruments of government
agencies, municipalities and other companies. We may be required to record impairment charges on our debt
securities if they suffer a decline in value that is considered other-than-temporary. Additionally, the value of these
investments may fluctuate depending on the interest rate environment, general economic conditions and circumstances
specific to the issuer. Volatile market conditions may detrimentally affect the value of these securities, such as through
reduced valuations due to the perception of heightened credit or liquidity risks. Changes in the value of these
instruments may result in a reduction to earnings and/or capital, which may adversely affect our results of operations
and financial condition.
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Item 1A.  RISK FACTORS - continued
Risks Related to Our Business Strategy
Our strategy includes growth plans through organic growth and by means of acquisitions. Our financial condition and
results of operations could be negatively affected if we fail to grow or fail to manage our growth effectively.
We intend to continue pursuing a growth strategy through organic growth within our current footprint and through
market expansion. We also actively evaluate acquisition opportunities as another source of growth. We cannot give
assurance that we will be able to expand our existing market presence, or successfully enter new markets or that any
such expansion will not adversely affect our results of operations. Failure to manage our growth effectively could
have a material adverse effect on our business, future prospects, financial condition or results of operations and could
adversely affect our ability to successfully implement our business strategy.
Our failure to find suitable acquisition candidates, or successfully bid against other competitors for acquisitions, could
adversely affect our ability to fully implement our business strategy. If we are successful in acquiring other entities,
the process of integrating such entities will divert significant management time and resources. We may not be able to
integrate efficiently or operate profitably any entity we may acquire. We may experience disruption and incur
unexpected expenses in integrating acquisitions. These failures could adversely impact our future prospects and results
of operation.
We are subject to competition from both banks and non-banking companies.
The financial services industry is highly competitive, and we encounter strong competition for deposits, loans and
other financial services in our market area, including online providers of these products and services. Our principal
competitors include other local, regional and national financial services providers, such as other financial holding
companies, commercial banks, credit unions, finance companies and brokerage and insurance firms, including
competitors that provide their products and services online. Many of our non-bank competitors are not subject to the
same degree of regulation that we are and have advantages over us in providing certain services. Additionally, many
of our competitors are significantly larger than we are and have greater access to capital and other resources. Failure to
compete effectively for deposit, loan and other financial services customers in our markets could cause us to lose
market share, slow our growth rate and have an adverse effect on our financial condition and results of operations.
We may be required to raise capital in the future, but that capital may not be available or may not be on acceptable
terms when it is needed.
We are required by federal regulatory authorities to maintain adequate capital levels to support operations. While we
believe we currently have sufficient capital, if we cannot raise additional capital when needed, we may not be able to
meet these requirements. In addition, our ability to further expand our operations through organic growth, which
includes growth within our current footprint and growth through market expansion, may be adversely affected by any
inability to raise necessary capital. Our ability to raise additional capital at any given time is dependent on capital
market conditions at that time and on our financial performance and outlook.
Risks Related to Regulatory Compliance and Legal Matters
We are subject to extensive governmental regulation and supervision.
We are subject to extensive state and federal regulation, supervision and legislation that govern nearly every aspect of
our operations. The regulations are primarily intended to protect depositors, customers and the banking system as a
whole, not shareholders. These regulations affect our lending practices, capital structure, investment practices,
dividend policy and growth, among other things. Congress and federal regulatory agencies continually review banking
laws, regulations and policies for possible changes. The Dodd-Frank Act, enacted in July 2010, instituted major
changes to the banking and financial institutions regulatory regimes. Other changes to statutes, regulations or policies
could affect us in substantial and unpredictable ways. Such changes could subject us to additional costs of regulatory
compliance and of doing business, limit the types of financial services and products we may offer and/or increase the
ability of non-banks to offer competing financial services and products, among other things, and could divert
management’s time from other business activities. Failure to comply with applicable laws, regulations, policies or
supervisory guidance could lead to enforcement and other legal actions by federal or state authorities, including
criminal or civil penalties, the loss of FDIC insurance, the revocation of a banking charter, other sanctions by
regulatory agencies, and/or damage to our reputation. The ramifications and uncertainties of the level of government
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Item 1A.  RISK FACTORS - continued
Our controls and procedures may fail or be circumvented, which may result in a material adverse effect on our
business, financial condition and results of operations.
Management regularly reviews and updates our internal controls, disclosure controls and procedures, and corporate
governance policies and procedures. Any system of controls, however well designed and operated, is based in part on
certain assumptions and can provide only reasonable, not absolute, assurances that the objectives of the system are
met. Any failure or circumvention of the controls and procedures or failure to comply with regulations related to
controls and procedures could have a material adverse effect on our business, results of operations and financial
condition.
As previously disclosed in Part II, Item 9A “Controls and Procedures” of our Form 10-K for the period ended December
31, 2017, or Item 9A, a material weakness was identified in our internal control over financial reporting resulting from
the inconsistent assessment of internally assigned risk weightings, which is one of several factors used to estimate the
allowance for loan losses. A material weakness is a deficiency, or a combination of deficiencies, in internal control
over financial reporting such that there is a reasonable possibility that a material misstatement of our annual or interim
financial statements will not be prevented or detected on a timely basis.
The material weakness did not result in any misstatement of our Consolidated Financial Statements for any period
presented. As previously disclosed, we have provided additional training internally and improved our documentation
to strengthen the support for the judgments applied to risk rating conclusions by our internal Loan Review
Department. Additionally, an independent third-party completed an engagement that encompassed a review of our
loan review policies, procedures and processes, as well as an in-depth examination of judgments supporting risk rating
conclusions. Based on the remediation performed by us and the conclusions reached by the independent third-party.
Management has concluded that the material weakness was remediated as of September 30, 2018. However, we may
in the future discover areas of our internal controls that need improvement. Failure to maintain effective controls or to
timely implement any necessary improvement of our internal and disclosure controls could, among other things, result
in losses from errors, harm our reputation, or cause investors to lose confidence in the reported financial information,
all of which could have a material adverse effect on our results of operations and financial condition.
Negative public opinion could damage our reputation and adversely impact our earnings and liquidity.
Reputational risk, or the risk to our business, earnings, liquidity and capital from negative public opinion, is inherent
in our operations. Negative public opinion could result from our actual or alleged conduct in a variety of areas,
including legal and regulatory compliance, lending practices, corporate governance, litigation, ethical issues or
inadequate protection of customer information. Financial companies are highly vulnerable to reputational damage
when they are found to have harmed customers, particularly retail customers, through conduct that is illegal or viewed
as unfair, deceptive, manipulative or otherwise wrongful. We are dependent on third-party providers for a number of
services that are important to our business. Refer to the risk factor titled, “We rely on third-party providers and other
suppliers for a number of services that are important to our business. An interruption or cessation of an important
service by any third-party could have a material adverse effect on our business” for additional information. A failure by
any of these third-party service providers could cause a disruption in our operations, which could result in negative
public opinion about us or damage to our reputation. We expend significant resources to comply with regulatory
requirements, and the failure to comply with such regulations could result in reputational harm or significant legal or
remedial costs. Damage to our reputation could adversely affect our ability to retain and attract new customers and
employees, expose us to litigation and regulatory action and adversely impact our earnings and liquidity.
We may be a defendant from time to time in a variety of litigation and other actions, which could have a material
adverse effect on our financial condition and results of operations.
From time to time, customers and others make claims and take legal action pertaining to the performance of our
responsibilities. Whether customer claims and legal action related to the performance of our responsibilities are
founded or unfounded, if such claims and legal actions are not resolved in a manner favorable to us, they may result in
significant expenses, attention from management and financial liability. Any financial liability or reputational damage
could have a material adverse effect on our business, which, in turn, could have a material adverse effect on our
financial condition and results of operations.
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Item 1A.  RISK FACTORS - continued
Risks Related to Liquidity
We rely on a stable core deposit base as our primary source of liquidity.
We are dependent for our funding on a stable base of core deposits. Our ability to maintain a stable core deposit base
is a function of our financial performance, our reputation and the security provided by FDIC insurance, which
combined, gives customers confidence in us. If any of these considerations deteriorates, the stability of our core
deposits could be harmed. In addition, deposit levels may be affected by factors such as general interest rate levels,
rates paid by competitors, returns available to customers on alternative investments and general economic conditions.
Accordingly, we may be required from time to time to rely on other sources of liquidity to meet withdrawal demands
or otherwise fund operations.
Our ability to meet contingency funding needs, in the event of a crisis that causes a disruption to our core deposit base,
is dependent on access to wholesale markets, including funds provided by the FHLB of Pittsburgh.
We own stock in the Federal Home Loan Bank of Pittsburgh, or FHLB, in order to qualify for membership in the
FHLB system, which enables us to borrow on our line of credit with the FHLB that is secured by a blanket lien on a
significant portion of our loan portfolio. Changes or disruptions to the FHLB or the FHLB system in general may
materially impact our ability to meet short and long-term liquidity needs or meet growth plans. Additionally, we
cannot be assured that the FHLB will be able to provide funding to us when needed, nor can we be certain that the
FHLB will provide funds specifically to us, should our financial condition and/or our regulators prevent access to our
line of credit. The inability to access this source of funds could have a materially adverse effect on our ability to meet
our customer’s needs. Our financial flexibility could be severely constrained if we were unable to maintain our access
to funding or if adequate financing is not available at acceptable interest rates.
Risks Related to Owning Our Stock
Our ability to pay dividends on our common stock may be limited.
Holders of our common stock will be entitled to receive only such dividends as our Board of Directors may declare
out of funds legally available for such payments. The payment of common dividends by S&T is subject to certain
requirements and limitations of Pennsylvania law. Although we have historically declared cash dividends on our
common stock, we are not required to do so and our Board of Directors could reduce, suspend or eliminate our
dividend at any time. Substantial portions of our revenue consist of dividend payments we receive from S&T Bank.
The payment of common dividends by S&T Bank is subject to certain requirements and limitations under federal and
state laws and regulations that limit the amount of dividends it can pay to S&T. In addition, both S&T and S&T Bank
are subject to various general regulatory policies relating to the payment of dividends, including requirements to
maintain adequate capital above regulatory minimums. Any decrease to or elimination of the dividends on our
common stock could adversely affect the market price of our common stock.
Item 1B.  UNRESOLVED STAFF COMMENTS
There are no unresolved SEC staff comments.
Item 2.  PROPERTIES
We own a building in Indiana, Pennsylvania, located at 800 Philadelphia Street, which serves as our headquarters and
executive and administrative offices and through which we offer community banking and wealth management
services. In addition, we own a building in Indiana, Pennsylvania that serves as additional administrative offices. As
of December 31, 2018, we lease two buildings in Indiana, Pennsylvania: one that houses both our data processing and
technology center and one of our branches and one that houses our training center. We also offer our community
banking services through 63 locations as of December 31, 2018, including 58 branches located in fifteen counties in
Pennsylvania, of which 33 are owned and 30 are leased, including the aforementioned building that shares space with
our data center. The other four community banking locations include two leased loan production offices in Ohio, a
leased branch located in Ohio, and a leased loan production office in Upstate New York. We offer our wealth
management services through two leased offices, one in Allegheny County, Pennsylvania and one in Westmoreland
County, Pennsylvania, as well as through staff located within our banking offices to provide their services to our
customers. Our operating leases and our two capital leases expire at various dates through the year 2055 and generally
include options to renew. Management believes the terms of the various leases are consistent with market standards
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Item 3.  LEGAL PROCEEDINGS
The nature of our business generates a certain amount of litigation that arises in the ordinary course of business.
However, in management’s opinion, there are no proceedings pending that we are a party to or to which our property is
subject that would be material in relation to our financial condition or results of operations. In addition, no material
proceedings are pending nor are known to be threatened or contemplated against us by governmental authorities or
other parties.
Item 4.  MINE SAFETY DISCLOSURES
Not applicable.
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PART II

Item 5.  MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED SHAREHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES
Stock Prices and Dividend Information
Our common stock is listed on the NASDAQ Global Select Market System, or NASDAQ, under the symbol STBA.
The high and low sale prices of common stock for each quarter during 2018 and 2017 is detailed in the table below
and is based upon information obtained from NASDAQ. As of the close of business on January 31, 2019, we had
2,645 shareholders of record. Dividends paid by S&T are primarily provided from S&T Bank’s dividends to S&T. The
payment of dividends by S&T Bank to S&T is subject to the restrictions described in Note 5 Dividend and Loan
Restrictions of the Consolidated Financial Statements included in Part II, Item 8 of this Report. The cash dividends
declared per share for each quarter during 2018 and 2017 are shown below.

Price Range of
Common
Stock

Cash
Dividends
Declared2018 Low High

Fourth quarter $35.60 $44.59 $ 0.27
Third quarter 42.50 47.77 0.25
Second quarter 38.80 46.44 0.25
First quarter 37.79 42.93 0.22
2017
Fourth quarter $38.16 $43.17 $ 0.22
Third quarter 33.92 39.94 0.20
Second quarter 32.48 37.94 0.20
First quarter 31.72 39.84 0.20
Certain information relating to securities authorized for issuance under equity compensation plans is set forth under
the heading Equity Compensation Plan Information in Part III, Item 12 Security Ownership of Certain Beneficial
Owners and Management and Related Stockholder Matters of this Report.
Purchases of Equity Securities 

The following table is a summary of our purchases of common stock during the fourth quarter of 2018:

Period Total number of shares purchased

Average
price
paid per
share

Total
number of
shares
purchased
as part of
publicly
announced
plan(1)

Approximate
dollar value
of shares that
may yet be
purchased
under the
plan

10/1/2018 - 10/31/2018 $50,000,000

11/1/2018 - 11/30/2018 50,000,000

12/1/2018 - 12/31/2018 321,731 $38.10 321,731 37,742,049
Total 321,731 38.10 321,731 $37,742,049
(1)On March 19, 2018, our Board of Directors authorized a $50 million share repurchase plan. This repurchase
authorization, which is effective through August 31, 2019, permits us to repurchase from time to time up to $50
million in aggregate value of shares of our common stock through a combination of open market and privately
negotiated repurchases. The specific timing, price and quantity of repurchases will be at our discretion and will

Edgar Filing: S&T BANCORP INC - Form 10-K

37



depend on a variety of factors, including general market conditions, the trading price of the common stock, legal and
contractual requirements and our financial performance. The repurchase plan does not obligate us to repurchase any
particular number of shares. We expect to fund any repurchases from cash on hand and internally generated funds. As
of December 2018, there were 321,731 common shares repurchased under this plan at a total cost of $12.3 million, or
an average of $38.10 per share. Up to an additional $37.7 million of our common stock may be repurchased under this
plan through August 31, 2019.

20

Edgar Filing: S&T BANCORP INC - Form 10-K

38



Table of Contents

Item 5.  MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED SHAREHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES - continued
Five-Year Cumulative Total Return
The following chart compares the cumulative total shareholder return on our common stock with the cumulative total
shareholder return of the NASDAQ Composite Index(1) and the NASDAQ Bank Index(2) assuming a $100 investment
in each on December 31, 2013 and the reinvestment of dividends.

Period Ending
Index 12/31/2013 12/31/2014 12/31/2015 12/31/2016 12/31/2017 12/31/2018
S&T Bancorp, Inc. 100.00 121.11 128.37 167.39 174.46 169.79
NASDAQ Composite 100.00 134.02 173.86 114.83 122.99 168.98
NASDAQ Bank 100.00 104.92 114.20 157.56 166.16 139.28
(1)The NASDAQ Composite Index measures all NASDAQ domestic and international based common type stocks
listed on the Nasdaq Stock Market.
(2)The NASDAQ Bank Index contains securities of NASDAQ-listed companies classified according to the Industry
Classification Benchmark as Banks. These companies include banks providing a broad range of financial services,
including retail banking, loans and money transmissions.
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Item 6.  SELECTED FINANCIAL DATA
The tables below summarize selected consolidated financial data as of the dates or for the periods presented and
should be read in conjunction with Management’s Discussion and Analysis of Financial Condition and Results of
Operations in Part II, Item 7 and the Consolidated Financial Statements and supplementary data in Part II, Item 8 of
this Report. The below tables include the sale of a majority interest of insurance business on January 1, 2018, the
effects of the enactment of the Tax Act in 2017 and the acquisition of Integrity Bancshares, Inc. beginning March 4,
2015.
CONSOLIDATED BALANCE SHEETS

December 31,
(dollars in thousands) 2018 2017 2016 2015 2014
Total assets $7,252,221 $7,060,255 $6,943,053 $6,318,354 $4,964,686
Securities, at fair value 684,872 698,291 693,487 660,963 640,273
Loans held for sale 2,371 4,485 3,793 35,321 2,970
Portfolio loans, net of unearned income 5,946,648 5,761,449 5,611,419 5,027,612 3,868,746
Goodwill 287,446 291,670 291,670 291,764 175,820
Total deposits 5,673,922 5,427,891 5,272,377 4,876,611 3,908,842
Securities sold under repurchase agreements 18,383 50,161 50,832 62,086 30,605
Short-term borrowings 470,000 540,000 660,000 356,000 290,000
Long-term borrowings 70,314 47,301 14,713 117,043 19,442
Junior subordinated debt securities 45,619 45,619 45,619 45,619 45,619
Total shareholders’ equity 935,761 884,031 841,956 792,237 608,389
CONSOLIDATED STATEMENTS OF NET INCOME

Years Ended December 31,
(dollars in thousands) 2018 2017 2016 2015 2014
Interest income $289,826 $260,642 $227,774 $203,548 $160,523
Interest expense 55,388 34,909 24,515 15,997 12,481
Provision for loan losses 14,995 13,883 17,965 10,388 1,715
Net Interest Income After Provision for Loan Losses 219,443 211,850 185,294 177,163 146,327
Noninterest income 49,181 55,462 54,635 51,033 46,338
Noninterest expense 145,445 147,907 143,232 136,717 117,240
Net Income Before Taxes 123,179 119,405 96,697 91,479 75,425
Provision for income taxes 17,845 46,437 25,305 24,398 17,515
Net Income $105,334 $72,968 $71,392 $67,081 $57,910
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Item 6.  SELECTED FINANCIAL DATA - continued
SELECTED PER SHARE DATA AND RATIOS
Refer to Explanation of Use of Non-GAAP Financial Measures below for a discussion of common tangible book
value, common return on average tangible common equity and the ratio of tangible common equity to tangible assets
as non-GAAP financial measures.

December 31,
2018 2017 2016 2015 2014

Per Share Data
Earnings per common share—basic $3.03 $2.10 $2.06 $1.98 $1.95
Earnings per common share—diluted $3.01 $2.09 $2.05 $1.98 $1.95
Dividends declared per common share $0.99 $0.82 $0.77 $0.73 $0.68
Dividend payout ratio 32.79 % 39.15 % 37.52 % 36.47 % 34.89 %
Common book value $26.98 $25.28 $24.12 $22.76 $20.42
Common tangible book value (non-GAAP) $18.63 $16.87 $15.67 $14.26 $14.46
Profitability Ratios
Common return on average assets 1.50 % 1.03 % 1.08 % 1.13 % 1.22 %
Common return on average equity 11.60 % 8.37 % 8.67 % 8.94 % 9.71 %
Common return on average tangible common equity
(non-GAAP) 17.14 % 12.77 % 13.71 % 14.39 % 14.02 %

Capital Ratios
Common equity/assets 12.90 % 12.52 % 12.13 % 12.54 % 12.25 %
Tangible common equity/tangible assets (non-GAAP) 9.28 % 8.72 % 8.23 % 8.24 % 9.00 %
Tier 1 leverage ratio 10.05 % 9.17 % 8.98 % 8.96 % 9.80 %
Common equity tier 1 11.38 % 10.71 % 10.04 % 9.77 % 11.81 %
Risk-based capital—tier 1 11.72 % 11.06 % 10.39 % 10.15 % 12.34 %
Risk-based capital—total 13.21 % 12.55 % 11.86 % 11.60 % 14.27 %
Asset Quality Ratios
Nonaccrual loans/loans 0.77 % 0.42 % 0.76 % 0.70 % 0.32 %
Nonperforming assets/loans plus OREO 0.83 % 0.42 % 0.77 % 0.71 % 0.33 %
Allowance for loan losses/total portfolio loans 1.03 % 0.98 % 0.94 % 0.96 % 1.24 %
Allowance for loan losses/nonperforming loans 132 % 236 % 124 % 136 % 385 %
Net loan charge-offs/average loans 0.18 % 0.18 % 0.25 % 0.22 % 0.00 %
Explanation of Use of Non-GAAP Financial Measures
In addition to traditional measures presented in accordance with GAAP, our management uses, and this Report
contains or references, certain non-GAAP financial measures identified below. We believe these non-GAAP financial
measures provide information useful to investors in understanding our underlying operational performance and our
business and performance trends as they facilitate comparisons with the performance of other companies in the
financial services industry. Although we believe that these non-GAAP financial measures enhance investors’
understanding of our business and performance, these non-GAAP financial measures should not be considered an
alternative to GAAP or considered to be more important than financial results determined in accordance with GAAP,
nor are they necessarily comparable with non-GAAP measures which may be presented by other companies.
We believe the presentation of net interest income on a FTE basis ensures comparability of net interest income arising
from both taxable and tax-exempt sources and is consistent with industry practice. Interest income per the
Consolidated Statements of Net Income is reconciled to net interest income adjusted to a FTE basis in Part II, Item 7
"Management's Discussion and Analysis of Financial Condition and Results of Operations" in this Report.
The efficiency ratio is noninterest expense divided by noninterest income plus net interest income, on a FTE basis,
which ensures comparability of net interest income arising from both taxable and tax-exempt sources and is consistent
with industry practice.
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Item 6.  SELECTED FINANCIAL DATA - continued
Common tangible book value, common return on average tangible common equity and the ratio of tangible common
equity to tangible assets exclude goodwill and other intangible assets in order to show the significance of the tangible
elements of our assets and common equity. Total assets and total average assets are reconciled to total tangible assets
and total tangible average assets. Total shareholders' equity and total average shareholders' equity are also reconciled
to total tangible common equity and total tangible average common equity. These measures are consistent with
industry practice.
RECONCILIATIONS OF GAAP TO NON-GAAP RATIOS

December 31
(dollars in thousands) 2018 2017 2016 2015 2014
Common tangible book value (non-GAAP)
Total shareholders' equity $935,761 $884,031 $841,956 $792,237 $608,389
Less: goodwill and other intangible assets (290,047 ) (295,347 ) (296,580 ) (298,289 ) (178,451 )
Tax effect of other intangible assets 546 1,287 1,719 2,284 921
Tangible common equity (non-GAAP) 646,260 589,971 547,095 496,232 430,859
Common shares outstanding 34,684 34,972 34,913 34,810 29,796
Common tangible book value (non-GAAP) $18.63 $16.87 $15.67 $14.26 $14.46
Common return on average tangible common shareholders'
equity (non-GAAP)
Net income $105,334 $72,968 $71,392 $67,081 $57,910
Plus: amortization of intangibles 861 1,233 1,615 1,818 1,129
Tax effect of amortization of intangibles (181 ) (432 ) (565 ) (636 ) (395 )
Net income before amortization of
intangibles 106,014 73,769 72,442 68,263 58,644

Total average shareholders’ equity (GAAP
Basis) 908,355 872,130 823,607 750,069 596,155

Less: average goodwill and average other
intangible assets (290,380 ) (295,937 ) (297,377 ) (278,130 ) (178,990 )

Tax effect of other intangible assets 614 1,493 1,992 2,283 1,109
Tangible average common shareholders'
equity (non-GAAP) $618,589 $577,686 $528,222 $474,222 $418,274

Common return on average tangible
common shareholders' equity (non-GAAP) 17.14 % 12.77 % 13.71 % 14.39 % 14.02 %

Efficiency Ratio (non-GAAP)
Noninterest expense 145,445 147,907 143,232 136,717 117,240

Net interest income per Consolidated
Statements of Net Income 234,438 225,733 203,259 187,551 148,042

Plus: taxable equivalent adjustment 3,804 7,493 7,043 6,123 5,461
Noninterest income 49,181 55,462 54,635 51,033 46,338
Less: securities (gains) losses, net — (3,000 ) — 34 (41 )
Net interest income (FTE) (non-GAAP) plus
noninterest income 287,423 285,688 264,938 244,742 199,801

Efficiency ratio (non-GAAP) 50.60 % 51.77 % 54.06 % 55.86 % 58.68 %
Tangible common equity (non-GAAP)
Total shareholders' equity (GAAP basis) $935,761 $884,031 $841,956 $792,237 $608,389
Less: goodwill and other intangible assets (290,047 ) (295,347 ) (296,580 ) (298,289 ) (178,451 )
Tax effect of other intangible assets 546 1,287 1,719 2,284 921
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Tangible common equity (non-GAAP) 646,260 589,971 547,095 496,232 430,859
Total assets (GAAP basis) 7,252,221 7,060,255 6,943,053 6,318,354 4,964,686
Less: goodwill and other intangible assets (290,047 ) (295,347 ) (296,580 ) (298,289 ) (178,451 )
Tax effect of other intangible assets 546 1,287 1,719 2,284 921
Tangible assets (non-GAAP) $6,962,720 $6,766,195 $6,648,192 $6,022,349 $4,787,156
Tangible common shareholders'
equity/tangible assets (non-GAAP) 9.28 % 8.72 % 8.23 % 8.24 % 9.00 %
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Item 6.  SELECTED FINANCIAL DATA - continued
On December 22, 2017, H.R.1, originally known as the Tax Cuts and Jobs Act, or Tax Act, was signed into law. We
made certain tax adjustments to reflect the impact of the Tax Act in our 2017 income tax expense for the year ended
December 31, 2017. An adjustment of $13.4 million was made for the re-measurement of our deferred tax assets and
liabilities as a result of the new corporate rate of 21 percent, rather than the pre-enactment rate of 35 percent. We
believe the $13.4 million non-cash tax expense impacts comparability to prior year financial measurements and results
and therefore present certain non-GAAP financial measures excluding the impact of this amount. These non-GAAP
measures exclude the net deferred tax asset, or DTA, re-measurement and are reconciled to the GAAP measures
below:
(dollars in thousands) 2017
Diluted Earnings Per Share
Net Income $72,968
Plus: DTA re-measurement 13,433
Adjusted net Income (non-GAAP) $86,401
Average shares outstanding - diluted 34,955
Diluted adjusted earnings per share (non-GAAP) $2.47
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Item 7.  MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
This section reviews our financial condition for each of the past two years and results of operations for each of the
past three years. Certain reclassifications have been made to prior periods to place them on a basis comparable with
the current period presentation. Some tables may include additional time periods to illustrate trends within our
Consolidated Financial Statements. The results of operations reported in the accompanying Consolidated Financial
Statements are not necessarily indicative of results to be expected in future periods.
Important Note Regarding Forward-Looking Statements
This Annual Report on Form 10-K contains or incorporates statements that we believe are “forward-looking statements”
within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements generally
relate to our financial condition, results of operations, plans, objectives, outlook for earnings, revenues, expenses,
capital and liquidity levels and ratios, asset levels, asset quality, financial position, and other matters regarding or
affecting S&T and its future business and operations. Forward looking statements are typically identified by words or
phrases such as “will likely result”, “expect”, “anticipate”, “estimate”, “forecast”, “project”, “intend”, “ believe”, “assume”, “strategy”,
“trend”, “plan”, “outlook”, “outcome”, “continue”, “remain”, “potential”, “opportunity”, “believe”, “comfortable”, “current”, “position”,
“maintain”, “sustain”, “seek”, “achieve” and variations of such words and similar expressions, or future or conditional verbs
such as will, would, should, could or may. Although we believe the assumptions upon which these forward-looking
statements are based are reasonable, any of these assumptions could prove to be inaccurate and the forward-looking
statements based on these assumptions could be incorrect. The matters discussed in these forward-looking statements
are subject to various risks, uncertainties and other factors that could cause actual results and trends to differ
materially from those made, projected, or implied in or by the forward-looking statements depending on a variety of
uncertainties or other factors including, but not limited to: credit losses; cyber-security concerns; rapid technological
developments and changes; sensitivity to the interest rate environment including a prolonged period of low interest
rates, a rapid increase in interest rates or a change in the shape of the yield curve; a change in spreads on
interest-earning assets and interest-bearing liabilities; regulatory supervision and oversight; legislation affecting the
financial services industry as a whole, and S&T, in particular; the outcome of pending and future litigation and
governmental proceedings; increasing price and product/service competition; the ability to continue to introduce
competitive new products and services on a timely, cost-effective basis; managing our internal growth and
acquisitions; the possibility that the anticipated benefits from acquisitions cannot be fully realized in a timely manner
or at all, or that integrating the acquired operations will be more difficult, disruptive or costly than anticipated;
containing costs and expenses; reliance on significant customer relationships; general economic or business
conditions; deterioration of the housing market and reduced demand for mortgages; deterioration in the overall
macroeconomic conditions or the state of the banking industry that could warrant further analysis of the carrying value
of goodwill and could result in an adjustment to its carrying value resulting in a non-cash charge to net income;
re-emergence of turbulence in significant portions of the global financial and real estate markets that could impact our
performance, both directly, by affecting our revenues and the value of our assets and liabilities, and indirectly, by
affecting the economy generally and access to capital in the amounts, at the times and on the terms required to support
our future businesses. Many of these factors, as well as other factors, are described elsewhere in this report, including
Part I, Item 1A, Risk Factors and any of our subsequent filings with the SEC. Forward-looking statements are based
on beliefs and assumptions using information available at the time the statements are made. We caution you not to
unduly rely on forward-looking statements because the assumptions, beliefs, expectations and projections about future
events may, and often do, differ materially from actual results. Any forward-looking statement speaks only as to the
date on which it is made, and we undertake no obligation to update any forward-looking statement to reflect
developments occurring after the statement is made. 
Critical Accounting Policies and Estimates
Our Consolidated Financial Statements are prepared in accordance with U.S. generally accepted accounting principles,
or GAAP. Application of these principles requires management to make estimates, assumptions and judgments that
affect the amounts reported in the Consolidated Financial Statements and accompanying Notes. These estimates,
assumptions and judgments are based on information available as of the date of the Consolidated Financial
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Statements; accordingly, as this information changes, the Consolidated Financial Statements could reflect different
estimates, assumptions and judgments. Certain policies are based to a greater extent on estimates, assumptions and
judgments of management and, as such, have a greater possibility of producing results that could be materially
different than originally reported.
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Our most significant accounting policies are presented in Note 1 Summary of Significant Accounting Policies in the
Notes to Consolidated Financial Statements included in Part II, Item 8 of this Report. These policies, along with the
disclosures presented in the Notes to Consolidated Financial Statements, provide information on how significant
assets and liabilities are valued in the Consolidated Financial Statements and how those values are determined.
We view critical accounting policies to be those which are highly dependent on subjective or complex estimates,
assumptions and judgments and where changes in those estimates and assumptions could have a significant impact on
the Consolidated Financial Statements. We currently view the determination of the ALL and goodwill and other
intangible assets to be critical accounting policies. During 2018, we did not significantly change the manner in which
we applied our critical accounting policies or developed related assumptions or estimates. We have reviewed these
critical accounting estimates and related disclosures with the Audit Committee.
Allowance for Loan Losses
Our loan portfolio is our largest category of assets on our Consolidated Balance Sheets. We have designed a
systematic ALL methodology which is used to determine our provision for loan losses and ALL on a quarterly basis.
The ALL represents management’s estimate of probable losses inherent in the loan portfolio at the balance sheet date
and is presented as a reserve against loans in the Consolidated Balance Sheets. The ALL is increased by a provision
charged to expense and reduced by charge-offs, net of recoveries. Determination of an adequate ALL is inherently
subjective and may be subject to significant changes from period to period.
The methodology for determining the ALL has two main components: evaluation and impairment tests of individual
loans and evaluation and impairment tests of certain groups of homogeneous loans with similar risk characteristics.
We individually evaluate all substandard and nonaccrual commercial loans greater than $0.5 million for impairment.
A loan is considered to be impaired when, based on current information and events, it is probable that we will be
unable to collect all amounts due according to the original contractual terms of the loan agreement. For all troubled
debt restructurings, or TDRs, regardless of size, as well as all other impaired loans, we conduct further analysis to
determine the probable loss and assign a specific reserve to the loan if deemed appropriate. Specific reserves are
established based upon the following three impairment methods: 1) the present value of expected future cash flows
discounted at the loan’s effective interest rate, 2) the loan’s observable market price or 3) the estimated fair value of the
collateral if the loan is collateral dependent. These analyses involve a high degree of judgment in estimating the
amount of loss associated with specific impaired loans, including estimating the amount and timing of future cash
flows, the current estimated fair value of the loan and collateral values. Our impairment evaluations consist primarily
of the fair value of collateral method because most of our loans are collateral dependent. We obtain appraisals
annually on impaired loans greater than $0.5 million.
The ALL methodology for groups of homogeneous loans, or the reserve for loans collectively evaluated for
impairment, is comprised of both a quantitative and qualitative analysis. We first apply historical loss rates to pools of
loans, with similar risk characteristics, using a migration analysis where losses in each pool are aggregated over the
loss emergence period, or LEP. The LEP is an estimate of the average amount of time from when an event happens
that causes the borrower to be unable to pay on a loan until the loss is confirmed through a loan charge-off.
In conjunction with our annual review of the ALL assumptions, we have updated our analysis of LEPs for our
Commercial and Consumer loan portfolio segments using our loan charge-off history. No changes were made to our
LEP assumptions in 2018. We estimate an LEP of 3 years for CRE, 4 years for construction and 1.25 years for C&I.
We estimate an LEP of 2.75 years for Consumer Real Estate and 1.25 years for Other Consumer.
Another key assumption is the look-back period, or LBP, which represents the historical period utilized to calculate
loss rates. We used 9.5 years for our LBP for all portfolio segments which encompasses our loss experience during the
2008 - 2010 Financial Crisis, and our more recent improved loss experience.
After consideration of the historic loss calculations, management applies additional qualitative adjustments so that the
ALL is reflective of the inherent losses that exist in the loan portfolio at the balance sheet date. Qualitative
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adjustments are made based upon changes in lending policies and practices, economic conditions, changes in the loan
portfolio, changes in lending management, results of internal loan reviews, asset quality trends, collateral values,
concentrations of credit risk and other external factors. The evaluation of the various components of the ALL requires
considerable judgment in order to estimate inherent loss exposures.
Acquired loans are recorded at fair value on the date of acquisition with no carryover of the related ALL. Determining
the fair value of acquired loans involves estimating the principal and interest cash flows expected to be collected on
the loans and discounting those cash flows at a market rate of interest. In estimating the fair value of our acquired
loans, we considered a number of factors including the loan term, internal risk rating, delinquency status, prepayment
rates, recovery periods, estimated value of the underlying collateral and the current interest rate environment.
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Loans acquired with evidence of credit deterioration were evaluated and not considered to be significant. The
premium or discount estimated through the loan fair value calculation is recognized into interest income on a level
yield or straight-line basis over the remaining contractual life of the loans. Additional credit deterioration on acquired
loans, in excess of the original credit discount embedded in the fair value determination on the date of acquisition, will
be recognized in the ALL through the provision for loan losses.
Our ALL Committee meets at least quarterly to verify the overall adequacy of the ALL. Additionally, on an annual
basis, the ALL Committee meets to validate our ALL methodology. This validation includes reviewing the loan
segmentation, LEP, LBP and the qualitative framework. As a result of this ongoing monitoring process, we may make
changes to our ALL to be responsive to the economic environment.
Although we believe our process for determining the ALL adequately considers all of the factors that would likely
result in credit losses, the process includes subjective elements and may be susceptible to significant change. To the
extent actual losses are higher than management estimates, additional provisions for loan losses could be required and
could adversely affect our earnings or financial position in future periods.
Goodwill and Other Intangible Assets
As a result of acquisitions, we have recorded goodwill and identifiable intangible assets in our Consolidated Balance
Sheets. Goodwill represents the excess of the purchase price over the fair value of net assets acquired. We account for
business combinations using the acquisition method of accounting.
We have three reporting units: Community Banking, Insurance and Wealth Management. Existing goodwill relates to
value inherent in the Community Banking reporting unit and that value is dependent upon our ability to provide
quality, cost-effective services in the face of competition from other market participants. This ability relies upon
continuing investments in processing systems, the development of value-added service features and the ease of use of
our services. As such, goodwill value is supported ultimately by profitability that is driven by the volume of business
transacted. A decline in earnings as a result of a lack of growth or the inability to deliver cost-effective services over
sustained periods can lead to impairment of goodwill, which could adversely impact our earnings in future periods
The carrying value of goodwill is tested annually for impairment each October 1st or more frequently if it is
determined that a triggering event has occurred. We first assess qualitatively whether it is more likely than not that the
fair value of a reporting unit is less than its carrying amount. Our qualitative assessment considers such factors as
macroeconomic conditions, market conditions specifically related to the banking industry, our overall financial
performance and various other factors. If we determine that it is more likely than not that the fair value is less than the
carrying amount, we proceed to test for impairment. The evaluation for impairment involves comparing the current
estimated fair value of each reporting unit to its carrying value, including goodwill. If the current estimated fair value
of a reporting unit exceeds its carrying value, no additional testing is required and an impairment loss is not recorded.
If the estimated fair value of a reporting unit is less than the carrying value, further valuation procedures are
performed that could result in impairment of goodwill being recorded. Further valuation procedures would include
allocating the estimated fair value to all assets and liabilities of the reporting unit to determine an implied goodwill
value. If the implied value of goodwill of a reporting unit is less than the carrying amount of that goodwill, an
impairment loss is recognized in an amount equal to that excess. We completed the annual goodwill impairment
assessment as required in 2018, 2017 and 2016; the results indicated that the fair value of each reporting unit exceeded
the carrying value.
We determine the amount of identifiable intangible assets based upon independent core deposit and insurance contract
valuations at the time of acquisition. Intangible assets with finite useful lives, consisting primarily of core deposit and
customer list intangibles, are amortized using straight-line or accelerated methods over their estimated weighted
average useful lives, ranging from 10 to 20 years. Intangible assets with finite useful lives are evaluated for
impairment whenever events or changes in circumstances indicate that their carrying amount may not be recoverable.
No such events or changes in circumstances occurred during the years ended December 31, 2018, 2017 and 2016.
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The financial services industry and securities markets can be adversely affected by declining values. If economic
conditions result in a prolonged period of economic weakness in the future, our business may be adversely affected. In
the event that we determine that either our goodwill is impaired, recognition of an impairment charge could have a
significant adverse impact on our financial position or results of operations in the period in which the impairment
occurs.

Recent Accounting Pronouncements and Developments
Note 1 Summary of Significant Accounting Policies in the Notes to Consolidated Financial Statements, which is
included in Part II, Item 8 of this Report, discusses new accounting pronouncements that we have adopted and the
expected impact of accounting pronouncements recently issued or proposed, but not yet required to be adopted.
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Executive Overview
We are a $7.3 billion bank holding company that is headquartered in Indiana, Pennsylvania and trades on the
NASDAQ Global Select Market under the symbol STBA. Our principal subsidiary, S&T Bank, a full-service financial
institution, was established in 1902, and operates in five markets including Western Pennsylvania, Central
Pennsylvania, Northeast Ohio, Central Ohio, and Upstate New York. We employ a geographic market based strategy
in order to drive organic growth. Each of our five markets is lead by a Market President who is responsible for
developing strategic initiatives specific to each market. We acknowledge that each of our five markets are in different
stages of development and that our market based strategy will allow us to customize our approach to each market
given its developmental stage and unique characteristics. We provide a full range of financial services with retail and
commercial banking products, cash management services, trust and brokerage services.
We earn revenue primarily from interest on loans and securities and fees charged for financial services provided to our
customers. We incur expenses for the cost of deposits and other funding sources, provision for loan losses and other
operating costs such as salaries and employee benefits, data processing, occupancy and tax expense.
Our mission is to become the financial services provider of choice within the markets that we serve. We strive to do
this by delivering exceptional service and value, one customer at a time. Our strategic plan focuses on organic growth,
which includes both growth within our current footprint and growth through market expansion. We also actively
evaluate acquisition opportunities as another source of growth. Our strategic plan includes a collaborative model that
combines expertise from all areas of our business and focuses on satisfying each customer’s individual financial
objectives.
Our major accomplishments during 2018 included:

•We had record net income for 2018 of $105.3 million, or $3.01 per diluted share, surpassing our 2017 net income of
$73.0 million, or $2.09 per diluted share.

•Return on average assets was 1.50 percent, return on average equity was 11.60 percent and return on tangibleshareholders' equity (non-GAAP) was 17.14 percent for 2018.

• Net interest income increased $8.7 million, or 3.9 percent, and net interest margin (FTE) (non-GAAP)
increased eight basis points to 3.64 percent compared to 3.56 percent in 2017.

•Our expenses were well controlled during 2018 with an improved efficiency ratio (non-GAAP) of 50.60 percentcompared to 51.77 percent for 2017.

•
We were recognized by Forbes as one of the Best-In-State Banks and Credit Unions, naming S&T Bank as the second
highest-rated bank in Pennsylvania – further confirming our ability to fulfill our mission of creating value for our
customers and shareholders through consistent and outstanding financial performance.
Our focus continues to be on organic loan and deposit growth and implementing opportunities to increase fee income
while closely monitoring our operating expenses and asset quality. We are focused on executing our strategy to
successfully build our brand and grow our business in all of our markets. We have benefited from recent increases in
short-term interest rates from the Tax Cuts and Jobs Act (Tax Act) which lowered the federal corporate tax rate from
35 percent to 21 percent effective January 1, 2018.
On November 9, 2017, we entered into an asset purchase agreement to sell a 70 percent ownership interest in the
assets of our subsidiary, S&T Evergreen Insurance, LLC. At the date of the sale, January 1, 2018, we ceased to have a
controlling financial interest, therefore we deconsolidated the subsidiary and recognized a gain of $1.9 million. We
transferred our remaining 30 percent share of net assets from S&T Evergreen Insurance, LLC to a new entity for a 30
percent partnership interest in a new insurance entity.
Return on tangible shareholders' equity and the efficiency ratio are non-GAAP measures. Refer to Explanation of Use
of Non-GAAP Financial Measures in Part II, Item 6 Selected Financial Data of this Report for a reconciliation to the
most directly comparable GAAP measures. Net interest margin (FTE) is a non-GAAP measure and is reconciled to
the comparable GAAP measure in the "Net Interest Income" section of this Management's Discussion and Analysis of
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Financial Condition and Results of Operations, or MD&A, below.
Results of Operations
Year Ended December 31, 2018
Earnings Summary
Net income increased $32.3 million, or 44.4 percent, to $105.3 million, or $3.01 per diluted share, in 2018 compared
to $73.0 million, or $2.09 per diluted share, in 2017. As a result of the Tax Act, additional tax expense of $13.4
million was recognized to re-measure the net deferred tax asset (DTA) in the fourth quarter 2017. Excluding the net
DTA re-measurement, net income was $86.4 million (non-GAAP) and diluted earnings per share was $2.47
(non-GAAP). Net income and diluted earnings per share adjusted to exclude the net DTA remeasurement are
non-GAAP measures. Refer to Explanation of Use of
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Non-GAAP Financial Measures in Part II, Item 6 Selected Financial Data of this Report for a reconciliation to the
comparable GAAP measures.
The increase in net income was primarily due to decreases in the provision for income taxes of $28.6 million and
noninterest expense of $2.5 million, an increase in net interest income of $8.7 million offset by a decrease of $6.3
million in noninterest income.
Net interest income increased $8.7 million, or 3.9 percent, to $234.4 million compared to $225.7 million in 2017.
Average interest-earning assets were unchanged from 2017 at $6.5 billion. Average interest-bearing liabilities
decreased $115.6 million due to decreases in average interest-bearing deposits and short-term borrowings. Average
interest-bearing deposits decreased $25.1 million and average short-term borrowings decreased $119.7 million for
2018. Net interest margin, on a fully taxable-equivalent, or FTE, basis (non-GAAP), increased eight basis points to
3.64 percent in 2018 compared to 3.56 percent for 2017. The increases in short-term interest rates over the past year
positively impacted both net interest income and net interest margin. Net interest margin is reconciled to net interest
income adjusted to a FTE basis below in the "Net Interest Income" section of this MD&A.
The provision for loan losses increased $1.1 million, or 8.0 percent, to $15.0 million during 2018 compared to $13.9
million in 2017. The provision for loan losses increased due to increases in substandard loans and impaired loans with
specific reserves. Commercial substandard loans increased $110.5 million to $181.2 million at December 31, 2018
compared to $70.7 million at December 31, 2017. The increase in substandard loans from December 31, 2017 was
mainly due to the receipt of updated financial information from our borrowers that resulted in the loans being
downgraded. Impaired loans increased $22.7 million with an increase in specific reserves of $1.7 million compared to
2017. Net loan charge-offs were consistent at $10.4 million, or 0.18 percent of average loans, for 2018 compared to
$10.3 million, or 0.18 percent of average loans, in 2017.
Total noninterest income decreased $6.3 million to $49.2 million compared to $55.5 million in 2017. Insurance
income decreased $4.9 million compared to 2017 due to the sale of a majority interest in our insurance business on
January 1, 2018. A gain of $1.9 million was recognized in 2018 related to this sale. Further decreasing noninterest
income were security gains of $3.0 million recognized in 2017 compared to no gains in 2018. Other income decreased
$1.7 million due to a bank owned life insurance, or BOLI, claim of $0.7 million and a $1.0 million gain on a branch
sale both during 2017.
Expenses were well controlled during 2018. Total noninterest expense decreased $2.5 million to $145.4 million for
2018 compared to $147.9 million for 2017. The decrease was mainly due to a decrease in salaries and employee
benefits of $4.7 million due to lower incentives and commission costs and fewer employees due to the sale of our
insurance business on January 1, 2018. FDIC insurance decreased $1.3 million due to improvements in the
components used to determine the assessment. Offsetting these improvements was an increase of $1.7 million for
other taxes related to a state sales tax assessment. Data processing and information technology, or IT, increased $1.8
million mainly due to a recent outsourcing arrangement for certain components of our IT function.
The provision for income taxes decreased $28.6 million to $17.8 million compared to $46.4 million in 2017. Our
effective tax rate was 14.5 percent for 2018 compared to 38.9 percent for 2017. The decrease was primarily due to the
enactment of the Tax Act which lowered the federal corporate tax rate from 35 percent to 21 percent effective January
1, 2018. The comparison between the 2018 and the 2017 tax provision was also affected by the increased tax expense
in 2017 for the non-cash tax adjustment of $13.4 million for the re-measurement of our deferred tax assets and
liabilities.
Net Interest Income
Our principal source of revenue is net interest income. Net interest income represents the difference between the
interest and fees earned on interest-earning assets and the interest paid on interest-bearing liabilities. Net interest
income is affected by changes in the average balance of interest-earning assets and interest-bearing liabilities and
changes in interest rates and spreads. The level and mix of interest-earning assets and interest-bearing liabilities is
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managed by our Asset and Liability Committee, or ALCO, in order to mitigate interest rate and liquidity risks of the
balance sheet. A variety of ALCO strategies were implemented, within prescribed ALCO risk parameters, to produce
what we believe is an acceptable level of net interest income.
The interest income on interest-earning assets and the net interest margin are presented on a FTE basis. The FTE basis
adjusts for the tax benefit of income on certain tax-exempt loans and securities and the dividend-received deduction
for equity securities using the federal statutory tax rate of 21 percent for 2018 and 35 percent for 2017 and 2016. We
believe this to be the preferred industry measurement of net interest income that provides a relevant comparison
between taxable and non-taxable sources of interest income.
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The following table reconciles interest income per the Consolidated Statements of Net Income to net interest income
and rates on a FTE basis for the periods presented:

Years Ended December 31,
(dollars in thousands) 2018 2017 2016
Total interest income $289,826 $260,642 $227,774
Total interest expense 55,388 34,909 24,515
Net interest income per Consolidated Statements of Net Income 234,438 225,733 203,259
Adjustment to FTE basis 3,803 7,493 7,043
Net Interest Income (FTE) (non-GAAP) $238,241 $233,226 $210,302
Net interest margin 3.58 % 3.45 % 3.35 %
Adjustment to FTE basis 0.06 0.11 0.12
Net Interest Margin (FTE) (non-GAAP) 3.64 % 3.56 % 3.47 %
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Average Balance Sheet and Net Interest Income Analysis
The following table provides information regarding the average balances, interest and rates earned on interest-earning
assets and the average balances, interest and rates paid on interest-bearing liabilities for the years ended December 31:

2018 2017 2016

(dollars in thousands) Average
Balance Interest Rate Average

Balance Interest Rate Average
Balance Interest Rate

ASSETS
Interest-bearing deposits
with banks $56,210 $1,042 1.85% $56,344 $578 1.03% $41,810 $207 0.50%

Securities at fair
value(2)(3) 682,806 17,860 2.62% 698,460 17,320 2.48% 676,696 16,306 2.41%

Loans held for sale 1,515 85 5.60% 14,607 581 3.98% 14,255 814 5.71%
Commercial real estate 2,779,096 132,139 4.75% 2,638,766 114,484 4.34% 2,344,050 96,814 4.13%
Commercial and
industrial 1,441,560 67,770 4.70% 1,425,421 61,976 4.35% 1,348,287 53,629 3.98%

Commercial construction 314,265 15,067 4.79% 426,574 17,384 4.08% 400,997 14,788 3.69%
Total commercial loans 4,534,921 214,976 4.74% 4,490,761 193,844 4.32% 4,093,334 165,231 4.04%
Residential mortgage 696,849 29,772 4.27% 699,843 28,741 4.11% 668,236 27,544 4.12%
Home equity 474,538 22,981 4.84% 484,023 20,866 4.31% 477,011 19,213 4.03%
Installment and other
consumer 67,047 4,594 6.85% 69,163 4,521 6.54% 64,960 4,136 6.37%

Consumer construction 5,336 267 5.00% 4,631 201 4.35% 7,038 287 4.08%
Total consumer loans 1,243,770 57,614 4.63% 1,257,660 54,329 4.32% 1,217,245 51,180 4.20%
Total portfolio loans 5,778,691 272,590 4.72% 5,748,421 248,173 4.32% 5,310,579 216,411 4.08%
Total Loans(1)(2) $5,780,206 $272,675 4.72% $5,763,028 $248,754 4.32% $5,324,834 $217,225 4.08%
Federal Home Loan Bank
and other restricted stock 30,457 2,052 6.74% 31,989 1,483 4.64% 23,811 1,079 4.53%

Total Interest-earning
Assets 6,549,679 293,629 4.48% 6,549,821 268,135 4.09% 6,067,151 234,817 3.87%

Noninterest-earning
assets 494,149 510,411 521,104

Total Assets $7,043,828 $7,060,232 $6,588,255
LIABILITIES AND
SHAREHOLDERS’
EQUITY
Interest-bearing demand $570,459 $1,883 0.33% $637,526 $1,418 0.22% $651,118 $1,088 0.17%
Money market 1,299,185 18,228 1.40% 994,783 7,853 0.79% 735,159 3,222 0.44%
Savings 836,747 1,773 0.21% 988,504 2,081 0.21% 1,039,664 2,002 0.19%
Certificates of deposit 1,328,985 18,972 1.43% 1,439,711 13,978 0.97% 1,472,613 13,380 0.91%
Total Interest-bearing
deposits 4,035,376 40,856 1.01% 4,060,524 25,330 0.62% 3,898,554 19,692 0.51%

Securities sold under
repurchase agreements 45,992 221 0.48% 46,662 54 0.12% 51,021 5 0.01%

Short-term borrowings 525,172 11,082 2.11% 644,864 7,399 1.15% 414,426 2,713 0.65%
Long-term borrowings 47,986 1,129 2.35% 18,057 463 2.57% 50,257 670 1.33%

Edgar Filing: S&T BANCORP INC - Form 10-K

57



Junior subordinated debt
securities 45,619 2,100 4.60% 45,619 1,663 3.65% 45,619 1,435 3.14%

Total borrowings 664,769 14,532 2.19% 755,202 9,579 1.27% 561,323 4,823 0.86%
Total Interest-bearing
Liabilities 4,700,145 55,388 1.18% 4,815,726 34,909 0.72% 4,459,877 24,515 0.55%

Noninterest-bearing
liabilities 1,435,328 1,372,376 1,304,771

Shareholders’ equity 908,355 872,130 823,607
Total Liabilities and
Shareholders’ Equity $7,043,828 $7,060,232 $6,588,255

Net Interest Income (2)(3) $238,241 $233,226 $210,302
Net Interest Margin (2)(3) 3.64% 3.56% 3.47%
(1)Nonaccruing loans are included in the daily average loan amounts outstanding.
(2)Tax-exempt income is on a FTE basis using the statutory federal corporate income tax rate of 21 percent for 2018
and 35 percent for 2017 and 2016.
(3)Taxable investment income is adjusted for the dividend-received deduction for equity securities.
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The following table sets forth for the periods presented a summary of the changes in interest earned and interest paid
resulting from changes in volume and changes in rates:

2018 Compared to 2017
Increase (Decrease) Due
to

2017 Compared to 2016
Increase (Decrease) Due to

(dollars in thousands) Volume(4)Rate(4) Net Volume(4)Rate(4) Net
Interest earned on:
Interest-bearing deposits with banks $(1 )$465 $464 $72 $299 $371
Securities at fair value(2)(3) (388 )928 540 524 490 1,014
Loans held for sale (521 )25 (496 ) 20 (253 )(233 )
Commercial real estate 6,088 11,567 17,655 12,172 5,498 17,670
Commercial and industrial 702 5,092 5,794 3,068 5,279 8,347
Commercial construction (4,577)2,260 (2,317 ) 943 1,653 2,596
Total commercial loans 2,213 18,919 21,132 16,183 12,430 28,613
Residential mortgage (123 )1,154 1,031 1,303 (106 )1,197
Home equity (409 )2,524 2,115 282 1,371 1,653
Installment and other consumer (138 )211 73 268 117 385
Consumer construction 31 35 66 (98 )12 (86 )
Total consumer loans (639 )3,924 3,285 1,755 1,394 3,149
Total portfolio loans 1,574 22,843 24,417 17,938 13,824 31,762
Total loans (1)(2) 1,053 22,868 23,921 17,958 13,571 31,529
Federal Home Loan Bank and other restricted stock (71 )640 569 371 33 404
Change in Interest Earned on Interest-earning Assets $593 $24,901 $25,494 $18,925 $14,393 $33,318
Interest paid on:
Interest-bearing demand $(149)$614 $465 $(23 )$353 $330
Money market 2,403 7,972 10,375 1,138 3,493 4,631
Savings (319 )11 (308 ) (99 )178 79
Certificates of deposit (1,075)6,069 4,994 (299 )897 598
Total interest-bearing deposits 860 14,666 15,526 717 4,921 5,638
Securities sold under repurchase agreements (1 )168 167 — 49 49
Short-term borrowings (1,373)5,056 3,683 1,509 3,177 4,686
Long-term borrowings 767 (101 )666 (429 )222 (207 )
Junior subordinated debt securities — 437 437 — 228 228
Total borrowings (607 )5,560 4,953 1,080 3,676 4,756
Change in Interest Paid on Interest-bearing Liabilities $253 $20,226 $20,479 $1,797 $8,597 $10,394
Change in Net Interest Income $340 $4,675 $5,015 $17,128 $5,796 $22,924
(1)Nonaccruing loans are included in the daily average loan amounts outstanding.
(2)Tax-exempt income is on a FTE basis using the statutory federal corporate income tax rate of 21 percent for 2018
and 35 percent for 2017 and 2016.
(3)Taxable investment income is adjusted for the dividend-received deduction for equity securities.
(4)Changes to rate/volume are allocated to both rate and volume on a proportionate dollar basis.
Net interest income on a FTE basis increased $5.0 million, or 2.2 percent, compared to 2017. The net interest margin
on a FTE basis increased eight basis points compared to 2017. These increases were primarily due to higher
short-term interest rates offset by the decrease in the federal corporate tax rate effective January 1, 2018, which
negatively impacted the net interest margin on a FTE basis by six basis points or $3.0 million, compared to 2017.

Edgar Filing: S&T BANCORP INC - Form 10-K

59



Interest income on a FTE basis increased $25.5 million, or 9.5 percent, compared to 2017. The increase was primarily
due to higher short-term interest rates. Average interest-bearing deposits with banks, which is primarily cash at the
Federal Reserve, remained relatively flat and the average rate earned increased 82 basis points due to higher
short-term interest rates. Average securities decreased $15.7 million due to a decline in the market value of our bond
portfolio and the average rate earned increased 14 basis points. Average loan balances increased $17.2 million and the
average rate earned on loans increased 40 basis points due to higher short-term interest rates. The average rate earned
on the FHLB and other restricted stock improved due to an increase in the FHLB’s quarterly dividend in 2018. Overall,
the FTE rate on interest-earning assets increased 39 basis points compared to 2017.
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Interest expense increased $20.5 million compared to 2017. The increase was primarily due to higher short-term
interest rates. Average interest-bearing deposits decreased $25.1 million. Average money market balances increased
$304.4 million and the average rate paid increased 61 basis points due to higher short-term interest rates. The increase
in average money market balances was partially attributable to a shift in deposit mix with decreases in average
interest-bearing demand, savings, and certificates of deposit balances. The overall decline in interest-bearing deposits
is favorably offset by increased average noninterest-bearing demand balances of $65.5 million. Average borrowings
decreased $90.4 million. Short-term borrowings decreased $119.7 million and the average rate paid increased 96 basis
points due to higher short-term interest rates. Long-term borrowings increased $29.9 million and the average rate paid
decreased 22 basis points due to the addition of a long-term variable rate borrowing in November 2017. Overall, the
cost of interest-bearing liabilities increased 46 basis points compared to 2017.
Provision for Loan Losses
The provision for loan losses is the adjustment to the ALL after net loan charge-offs have been deducted to bring the
ALL to a level determined to be adequate to absorb probable losses inherent in the loan portfolio. The provision for
loan losses increased $1.1 million, or 8.0 percent, to $15.0 million for 2018 compared to $13.9 million for 2017. The
provision for loan losses increased primarily due to increases in substandard loans and impaired loans with specific
reserves.
Commercial special mention and substandard loans increased $67.7 million to $268.5 million compared to $200.8
million at December 31, 2017, with an increase of $110.5 million in substandard offset by a decrease of $42.8 million
in special mention. The increase in substandard loans from December 31, 2017 was mainly due to the receipt of
updated financial information from our borrowers that resulted in the loans being downgraded.
Impaired loan balances increased $22.7 million, or 84.6 percent, to $49.5 million at December 31, 2018 compared to
$26.8 million at December 31, 2017 with an increase in specific reserves of $1.7 million compared to December 31,
2017. The increase in specific reserves related to an $11.3 million commercial construction loan that had a specific
reserve of $1.3 million at December 31, 2018.
Net charge-offs increased $0.1 million to $10.4 million, or 0.18 percent of average loans in 2018, compared to $10.3
million, or 0.18 percent of average loans in 2017. Significantly impacting net loan charge-offs during 2018 was a $5.2
million loan charge-off in the second quarter of 2018 for a commercial customer arising from a participation loan
agreement with a lead bank and other participating banks. The loss resulted from fraudulent activities believed to be
perpetrated by one or more executives employed by the borrower and its related entities. S&T's total exposure
consisted of the participation loan of $4.9 million and a direct exposure of $950 thousand which was secured by
vehicles and equipment liens. Subsequent to the loan charge-off in the second quarter, we received $0.4 million of
recovery on this relationship.
Total nonperforming loans increased $22.2 million to $46.1 million, or 0.77 percent of total loans at December 31,
2018, compared to $23.9 million, or 0.42 percent of total loans at December 31, 2017.
The ALL at December 31, 2018, was $61.0 million, or 1.03 percent of total portfolio loans, compared to $56.4
million, or 0.98 percent of total portfolio loans at December 31, 2017. The increase in the level of the reserve is due to
portfolio loan growth of $185.2 million and the increase in substandard loans during 2018. Refer to the Allowance for
Loan Losses section of this MD&A for further details.
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Noninterest Income
Years Ended December 31,

(dollars in thousands) 2018 2017 $ Change % Change
Securities gains, net $— $3,000 $ (3,000 ) NM
Service charges on deposit accounts 13,096 12,458 638 5.1  %
Debit and credit card 12,679 12,029 650 5.4  %
Wealth management 10,084 9,758 326 3.3  %
Insurance 505 5,371 (4,866 ) (90.6 )%
Mortgage banking 2,762 2,915 (153 ) (5.2 )%
Gain on sale of a majority interest of insurance business 1,873 — 1,873 NM
Other Income:
Bank owned life insurance 2,041 2,755 (714 ) (25.9 )%
Letter of credit origination 1,064 1,018 46 4.5  %
Interest rate swap 1,225 503 722 143.5  %
Other 3,852 5,655 (1,803 ) (31.9 )%
Total Other Noninterest Income 8,182 9,931 (1,749 ) (17.6 )%
Total Noninterest Income $49,181 $55,462 $ (6,281 ) (11.3 )%
NM- percentage change not meaningful
Noninterest income decreased $6.3 million, or 11.3 percent, in 2018 compared to 2017. The decrease was primarily
related to gains on the sales of securities of $3.0 million in 2017, a $1.0 million gain from the sale of a branch in the
fourth quarter of 2017 in other income and the sale of a majority interest in S&T Evergreen Insurance, LLC in the first
quarter of 2018. As a result of this sale in 2018, insurance income decreased $4.9 million. A gain of $1.9 million was
recognized related to this sale during 2018. The decrease in BOLI income related to a $0.7 million claim during the
third quarter of 2017. Interest rate swap fees from our commercial customers increased $0.7 million compared to the
prior year due to an increase in customer demand for this product. Debit and credit card fees increased $0.6 million
compared to the prior year due to increased debit card usage. Service charges on deposit accounts also increased $0.6
million due to increases in fees.
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Noninterest Expense
Years Ended December 31,

(dollars in thousands) 2018 2017 $ Change % Change
Salaries and employee benefits $76,108 $80,776 $ (4,668 ) (5.8 )%
Net occupancy 11,097 10,994 103 0.9  %
Data processing and information technology 10,633 8,801 1,832 20.8  %
Furniture, equipment and software 8,083 7,946 137 1.7  %
FDIC insurance 3,238 4,543 (1,305 ) (28.7 )%
Other taxes 6,183 4,509 1,674 37.1  %
Professional services and legal 4,132 4,096 36 0.9  %
Marketing 4,192 3,659 533 14.6  %
Other expenses:
Joint venture amortization 2,701 3,048 (347 ) (11.4 )%
Telecommunications 2,500 2,572 (72 ) (2.8 )%
Loan related expenses 2,268 2,547 (279 ) (11.0 )%
Amortization of intangibles 846 1,247 (401 ) (32.2 )%
Supplies 1,080 1,233 (153 ) (12.4 )%
Postage 1,077 1,128 (51 ) (4.5 )%
Other 11,307 10,808 499 4.6  %
Total Other Noninterest Expense 21,779 22,583 (804 ) (3.6 )%
Total Noninterest Expense $145,445 $147,907 $ (2,462 ) (1.7 )%
NM - percentage not meaningful

Noninterest expense decreased $2.5 million, or 1.7 percent, to $145.4 million in 2018 compared to 2017. Salaries and
employee benefits decreased $4.7 million during 2018 primarily due to lower restricted stock, incentive and
commission costs and fewer employees mainly due to the sale of a majority of our insurance business in the first
quarter 2018 and the sale of a branch office in the fourth quarter of 2017. FDIC insurance decreased $1.3 million due
to improvements in the components used to determine the assessment. The increase of $1.8 million in data processing
expense compared to 2017 was mainly due to the annual increase with our third-party data processor and recent
outsourcing arrangement for certain components of our IT function. Other taxes increased $1.7 million due to a state
sales tax assessment.
Our efficiency ratio (non-GAAP), which measures noninterest expense as a percent of noninterest income plus net
interest income, on a FTE basis, excluding security gains/losses, was 50.60 percent for 2018 and 51.77 percent for
2017. Refer to Explanation of Use of Non-GAAP Financial Measures in Part II, Item 6 Selected Financial Data in this
Report for a discussion of this non-GAAP financial measure.
Federal Income Taxes
Our federal income tax provision decreased $28.6 million to $17.8 million in 2018 compared to $46.4 million in 2017.
The decrease in our 2018 income tax provision was primarily due to the corporate income tax rate reduction from 35
percent to 21 percent. Our 2017 income tax provision was calculated at the 35 percent corporate income tax rate and
further increased by $13.4 million due to the re-measurement of our deferred tax assets and liabilities at the new
corporate income tax rate of 21 percent enacted as part of the Tax Act on December 22, 2017.
The effective tax rate, which is total tax expense as a percentage of pretax income, decreased to 14.5 percent in 2018
compared to 38.9 percent in 2017. Historically, we have generated an annual effective tax rate that is less than the
statutory rates of 21 percent for 2018 and 35 percent for 2017 due to benefits resulting from tax-exempt interest,
excludable dividend income, tax-exempt income on BOLI and tax benefits associated with Low Income Housing Tax
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Credits, or LIHTC. However, due to the 2017 enactment of the Tax Act, our net DTA re-measurement of $13.4
million increased our effective tax rate by 11.3 percent in 2017.
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Results of Operations
Year Ended December 31, 2017
Earnings Summary
On December 22, 2017, the Tax Act was signed into law. At the date of enactment, we were required to re-measure
our deferred tax assets and liabilities, or net DTA, at the new lower corporate tax rate of 21 percent. We made a tax
adjustment to re-measure our deferred tax assets and liabilities for the impact of the Tax Act that decreased 2017 net
income by $13.4 million, or $0.38 per diluted share. The tax adjustment was recognized as an increase to our income
tax expense in the fourth quarter of 2017. The new corporate tax rate of 21 percent is effective for tax years beginning
January 1, 2018.
Net income increased $1.6 million, or 2.2 percent, to $73.0 million, or $2.09 per diluted share, in 2017 compared to
$71.4 million or $2.05 per diluted share in 2016. The increase in net income was primarily due to an increase in net
interest income of $22.5 million, or 11.1 percent, a decrease in the provision for loan losses of $4.1 million, or 22.7
percent, and an increase in security gains of $3.0 million. This was offset by increases of $4.7 million in noninterest
expense and $21.1 million in the provision for income taxes.
Net interest income increased $22.5 million, or 11.1 percent, to $226 million compared to $203 million in 2016. The
increases in short-term interest rates in 2017 positively impacted both net interest income and net interest margin
during 2017. The increase in net interest income was primarily due to an increase in average interest-earning assets of
$483 million, or 8.0 percent, offset by an increase in average interest-bearing liabilities of $356 million, or 8.0
percent, compared to 2016. The increase in average interest-earning assets primarily related to organic growth with
average loans increasing $438 million, or 8.2 percent, during 2017. Most of this growth was in our commercial loan
portfolio. The increases in average interest-bearing liabilities were mainly due to deposit growth and an increase in
short-term borrowings. Average deposits increased $162 million, or 4.2 percent, and average borrowings increased
$194 million, or 34.5 percent, for 2017. Net interest margin, on a fully taxable-equivalent, or FTE, basis (non-GAAP),
increased nine basis points to 3.56 percent in 2017 compared to 3.47 percent for 2016.
The provision for loan losses decreased $4.1 million, or 22.7 percent, to $13.9 million during 2017 compared to $18.0
million in 2016. The lower provision for loan losses was due to decreases in net loan charge-offs and nonperforming
loans and a decline in impaired loan balances and the related specific reserves. Net loan charge-offs decreased $3.0
million to $10.3 million, or 0.18 percent of average loans, for 2017 compared to $13.3 million, or 0.25 percent of
average loans, in 2016. Impaired loans decreased $15.1 million, or 36 percent, with a decline in specific reserves of
$0.7 million compared to 2016.
Total noninterest income increased $0.9 million to $55.5 million compared to $54.6 million in 2016. The increase in
noninterest income was primarily due security gains of $3.0 million, a bank owned life insurance, or BOLI, claim of
$0.7 million and a $1.0 million gain on a branch sale during 2017, compared to a gain of $2.1 million on the sale of
our credit card portfolio and a $1.0 million pension curtailment gain in 2016.
Total noninterest expense increased $4.7 million to $148 million for 2017 compared to $143 million for 2016. The
increase was mainly due to an increase in salaries and employee benefits of $3.5 million primarily due to annual merit
increases, higher incentive costs and higher medical costs offset by lower pension expense.
The provision for income taxes increased $21.1 million to $46.4 million compared to $25.3 million in 2016. The
increase was primarily due to the non-cash tax adjustment of $13.4 million for the re-measurement of our deferred tax
assets and liabilities as a result of the corporate rate reduction, which was recorded as an increase to income tax
expense and higher pre-tax income in 2017 compared to 2016.
Net Interest Income
Our principal source of revenue is net interest income. Net interest income represents the difference between the
interest and fees earned on interest-earning assets and the interest paid on interest-bearing liabilities. Net interest
income is affected by changes in the average balance of interest-earning assets and interest-bearing liabilities and
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changes in interest rates and spreads. The level and mix of interest-earning assets and interest-bearing liabilities is
managed by our Asset and Liability Committee, or ALCO, in order to mitigate interest rate and liquidity risks of the
balance sheet. A variety of ALCO strategies were implemented, within prescribed ALCO risk parameters, to produce
what we believe is an acceptable level of net interest income.
The interest income on interest-earning assets and the net interest margin are presented on a FTE basis. The FTE basis
adjusts for the tax benefit of income on certain tax-exempt loans and securities using the federal statutory tax rate of
35 percent for each period and the dividend-received deduction for equity securities. We believe this to be the
preferred industry measurement of net interest income that provides a relevant comparison between taxable and
non-taxable sources of interest income.
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The following table reconciles interest income per the Consolidated Statements of Net Income to net interest income
and rates on a FTE basis for the periods presented:

Years Ended December 31,
(dollars in thousands) 2017 2016 2015
Total interest income $260,642 $227,774 $203,548
Total interest expense 34,909 24,515 15,997
Net interest income per Consolidated Statements of Net Income 225,733 203,259 187,551
Adjustment to FTE basis 7,493 7,043 6,123
Net Interest Income (FTE) (non-GAAP) $233,226 $210,302 $193,674
Net interest margin 3.45 % 3.35 % 3.45 %
Adjustment to FTE basis 0.11 0.12 0.11
Net Interest Margin (FTE) (non-GAAP) 3.56 % 3.47 % 3.56 %
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Average Balance Sheet and Net Interest Income Analysis
The following table provides information regarding the average balances, interest and rates earned on interest-earning
assets and the average balances, interest and rates paid on interest-bearing liabilities for the years ended December 31:

2017 2016 2015

(dollars in thousands) Average
Balance Interest Rate Average

Balance Interest Rate Average
Balance Interest Rate

ASSETS
Interest-bearing deposits
with banks $56,344 $578 1.03% $41,810 $207 0.50% $66,101 $165 0.25%

Securities
available-for-sale, at fair
value

698,460 17,320 2.48% 676,696 16,306 2.41% 654,655 16,246 2.48%

Loans held for sale 14,607 581 3.98% 14,255 814 5.71% 8,272 349 4.22%
Commercial real estate 2,638,766 114,484 4.34% 2,344,050 96,814 4.13% 2,026,206 83,469 4.12%
Commercial and
industrial 1,425,421 61,976 4.35% 1,348,287 53,629 3.98% 1,209,020 46,175 3.82%

Commercial construction 426,574 17,384 4.08% 400,997 14,788 3.69% 330,821 13,249 4.00%
Total commercial loans 4,490,761 193,844 4.32% 4,093,334 165,231 4.04% 3,566,047 142,893 4.01%
Residential mortgage 699,843 28,741 4.11% 668,236 27,544 4.12% 577,294 24,458 4.24%
Home equity 484,023 20,866 4.31% 477,011 19,213 4.03% 451,755 18,139 4.02%
Installment and other
consumer 69,163 4,521 6.54% 64,960 4,136 6.37% 82,972 5,764 6.95%

Consumer construction 4,631 201 4.35% 7,038 287 4.08% 6,092 256 4.21%
Total consumer loans 1,257,660 54,329 4.32% 1,217,245 51,180 4.20% 1,118,113 48,617 4.35%
Total portfolio loans 5,748,421 248,173 4.32% 5,310,579 216,411 4.08% 4,684,160 191,510 4.09%
Total Loans $5,763,028 $248,754 4.32% $5,324,834 $217,225 4.08% $4,692,432 $191,859 4.09%
Federal Home Loan Bank
and other restricted stock 31,989 1,483 4.64% 23,811 1,079 4.53% 19,672 1,401 7.12%

Total Interest-earning
Assets 6,549,821 268,135 4.09% 6,067,151 234,817 3.87% 5,432,860 209,671 3.86%

Noninterest-earning
assets 510,411 521,104 509,236

Total Assets $7,060,232 $6,588,255 $5,942,096
LIABILITIES AND
SHAREHOLDERS’
EQUITY
Interest-bearing demand $637,526 $1,418 0.22% $651,118 $1,088 0.17% $623,232 $888 0.14%
Money market 994,783 7,853 0.79% 735,159 3,222 0.44% 574,102 1,229 0.21%
Savings 988,504 2,081 0.21% 1,039,664 2,002 0.19% 1,072,683 1,712 0.16%
Certificates of deposit 1,439,711 13,978 0.97% 1,472,613 13,380 0.91% 1,252,798 9,115 0.73%
Total Interest-bearing
deposits 4,060,524 25,330 0.62% 3,898,554 19,692 0.51% 3,522,815 12,944 0.37%

Securities sold under
repurchase agreements 46,662 54 0.12% 51,021 5 0.01% 44,394 4 0.01%

Short-term borrowings 644,864 7,399 1.15% 414,426 2,713 0.65% 257,117 932 0.36%
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Long-term borrowings 18,057 463 2.57% 50,257 670 1.33% 83,648 790 0.94%
Junior subordinated debt
securities 45,619 1,663 3.65% 45,619 1,435 3.14% 47,071 1,327 2.82%

Total borrowings 755,202 9,579 1.27% 561,323 4,823 0.86% 432,230 3,053 0.71%
Total Interest-bearing
Liabilities 4,815,726 34,909 0.72% 4,459,877 24,515 0.55% 3,955,045 15,997 0.40%

Noninterest-bearing
liabilities 1,372,376 1,304,771 1,236,984

Shareholders’ equity 872,130 823,607 750,069
Total Liabilities and
Shareholders’ Equity $7,060,232 34,909 $6,588,255 $5,942,098

Net Interest Income (2)(3) $233,226 $210,302 $193,674
Net Interest Margin (2)(3) 3.56% 3.47% 3.56%
(1)Nonaccruing loans are included in the daily average loan amounts outstanding.
(2)Tax-exempt income is on a FTE basis using the statutory federal corporate income tax rate of 35 percent for 2017,
2016 and 2015.
(3)Taxable investment income is adjusted for the dividend-received deduction for equity securities.
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The following table sets forth for the periods presented a summary of the changes in interest earned and interest paid
resulting from changes in volume and changes in rates:

2017 Compared to 2016
Increase (Decrease) Due to

2016 Compared to 2015
Increase (Decrease) Due to

(dollars in thousands) Volume(4)Rate(4) Net Volume(4)Rate(4) Net
Interest earned on:
Interest-bearing deposits with banks $72 $299 $371 $(61 )$103 $42
Securities available-for-sale, at fair value(2)(3) 524 490 1,014 547 (487 )60
Loans held for sale 20 (253 )(233 ) 252 213 465
Commercial real estate 12,172 5,498 17,670 13,093 252 13,345
Commercial and industrial 3,068 5,279 8,347 5,319 2,135 7,454
Commercial construction 943 1,653 2,596 2,810 (1,271 )1,539
Total commercial loans 16,183 12,430 28,613 21,222 1,116 22,338
Residential mortgage 1,303 (106 )1,197 3,853 (767 )3,086
Home equity 282 1,371 1,653 1,014 60 1,074
Installment and other consumer 268 117 385 (1,251 )(377 )(1,628 )
Consumer construction (98 )12 (86 ) 40 (9 )31
Total consumer loans 1,755 1,394 3,149 3,656 (1,093 )2,563
Total portfolio loans 17,938 13,824 31,762 24,878 23 24,901
Total loans (1)(2) 17,958 13,571 31,529 25,130 236 25,366
Federal Home Loan Bank and other restricted stock 371 33 404 295 (617 )(322 )
Change in Interest Earned on Interest-earning Assets $18,925 $14,393 $33,318 $25,911 $(765 )$25,146
Interest paid on:
Interest-bearing demand $(23 )$353 $330 $40 $160 $200
Money market 1,138 3,493 4,631 345 1,648 1,993
Savings (99 )178 79 (53 )343 290
Certificates of deposit (299 )897 598 1,599 2,666 4,265
Total interest-bearing deposits 717 4,921 5,638 1,931 4,817 6,748
Securities sold under repurchase agreements — 49 49 1 — 1
Short-term borrowings 1,509 3,177 4,686 570 1,211 1,781
Long-term borrowings (429 )222 (207 ) (315 )195 (120 )
Junior subordinated debt securities — 228 228 (41 )149 108
Total borrowings 1,080 3,676 4,756 215 1,555 1,770
Change in Interest Paid on Interest-bearing Liabilities $1,797 $8,597 $10,394 $2,146 $6,372 $8,518
Change in Net Interest Income $17,128 $5,796 $22,924 $23,765 $(7,137)$16,628
(1)Nonaccruing loans are included in the daily average loan amounts outstanding.
(2)Tax-exempt income is on a FTE basis using the statutory federal corporate income tax rate of 35 percent for 2017,
2016 and 2015.
(3)Taxable investment income is adjusted for the dividend-received deduction for equity securities.
(4)Changes to rate/volume are allocated to both rate and volume on a proportionate dollar basis.
Net interest income on a FTE basis increased $22.9 million, or 10.9 percent, compared to 2016. The increase was
primarily due to organic loan growth and higher short-term interest rates. The net interest margin on a FTE basis
increased nine basis points to 3.56 percent compared to 3.47 percent for 2016.
Interest income on a FTE basis increased $33.3 million, or 14.2 percent, compared to 2016. The increase is primarily
due to an increase in average interest-earning assets of $483 million and higher short-term interest rates. Average loan
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balances increased $438 million due to organic growth, primarily in the commercial loan portfolio. The average rate
earned on loans increased 24 basis points primarily due to higher short-term interest rates. Average interest-bearing
deposits with banks, which is primarily cash at the Federal Reserve increased $14.5 million and the average rate
earned increased 53 basis points due to higher short-term interest rates. Average securities increased $21.8 million
with no significant change to the rate. Overall, the FTE rate on interest-earning assets increased 22 basis points
compared to 2016.
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Interest expense increased $10.4 million compared to 2016. The increase was primarily due to an increase in average
interest-bearing liabilities of $356 million and higher short-term interest rates. Average interest-bearing deposits
increased $162 million due to sales efforts and rate promotions. Average money market account balances increased
$260 million and the average rate paid increased 35 basis points due to higher short-term interest rates. Average total
borrowings increased $194 million to provide funding for loan growth. Short-term borrowings increased $230 million
and the average rate paid increased 50 basis points due to higher short-term interest rates. Overall, the cost of
interest-bearing liabilities increased 17 basis points compared to 2016.
Provision for Loan Losses
The provision for loan losses is the amount to be added to the ALL after net loan charge-offs have been deducted to
bring the ALL to a level determined to be adequate to absorb probable losses inherent in the loan portfolio. The
provision for loan losses decreased $4.1 million, or 22.7 percent, to $13.9 million for 2017 compared to $18.0 million
for 2016. This decrease in the provision for loan losses is primarily related to decreases in net loan charge-offs and
nonperforming loans and lower impaired loan balances and the related specific reserves.
Net charge-offs decreased $3.0 million, or 23 percent, to $10.3 million, or 0.18 percent of average loans in 2017,
compared to $13.3 million, or 0.25 percent of average loans in 2016. Total nonperforming loans decreased $18.7
million to $23.9 million, or 0.42 percent of total loans at December 31, 2017, compared to $42.6 million, or 0.76
percent of total loans at December 31, 2016. Impaired loan balances decreased $15.1 million, or 36 percent, to $26.8
million at December 31, 2017 compared to $41.9 million at December 31, 2016 with a decrease in specific reserves of
$0.7 million compared to December 31, 2016. The decrease primarily related to two large commercial nonperforming,
impaired loans that paid off during 2017 that totaled $10.5 million. The $0.7 million decrease in specific reserves was
primarily related to the release of reserve related to a C&I loan.
The ALL at December 31, 2017, was $56.4 million, or 0.98 percent of total portfolio loans, compared to $52.8
million, or 0.94 percent of total portfolio loans at December 31, 2016. The increase in the level of the reserve is partly
due to portfolio loan growth of $150 million during 2017. Refer to the Allowance for Loan Losses section of this
MD&A for further details.
Noninterest Income

Years Ended December 31,
(dollars in thousands) 2017 2016 $ Change % Change
Securities gains, net $3,000 $ —$ 3,000 NM
Service charges on deposit accounts 12,458 12,512 (54 ) (0.4 )%
Debit and credit card 12,029 11,943 86 0.7  %
Wealth management 9,758 10,456 (698 ) (6.7 )%
Insurance 5,418 5,253 165 3.1  %
Mortgage banking 2,915 2,879 36 1.3  %
Bank owned life insurance 2,756 2,122 634 29.9  %
Gain on sale of credit card portfolio — 2,066 (2,066 ) NM
Other Income:
Letter of credit origination 1,018
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