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An	investment	in	our	common	stock	is	subject	to	risks	inherent	to	our	business.	The	material	risks	and	uncertainties	that
management	believes	affect	us	are	described	below.	Before	making	an	investment	decision,	you	should	carefully	consider	the
risks	and	uncertainties	described	below	together	with	all	of	the	other	information	included	or	incorporated	by	reference	in	this
report.	The	risks	and	uncertainties	described	below	are	not	the	only	ones	facing	us.	Additional	risks	and	uncertainties	that
management	is	not	aware	of	or	focused	on	or	that	management	currently	deems	immaterial	may	also	impair	our	business
operations.	This	report	is	qualified	in	its	entirety	by	these	risk	factors.	If	any	of	the	following	risks	actually	occur,	our	business,
financial	condition	and	results	of	operations	could	be	materially	and	adversely	affected.	If	this	were	to	happen,	the	market	price
of	our	common	stock	and	preferred	stock	could	decline	significantly,	and	you	could	lose	all	or	part	of	your	investment.	Risks
Related	To	Our	Business	Interest	Rate	Risks	We	Are	Subject	To	Interest	Rate	Risk	Our	earnings	and	cash	flows	are	largely
dependent	upon	our	net	interest	income.	Net	interest	income	is	the	difference	between	interest	income	earned	on	interest-
earning	assets	such	as	loans	and	securities	and	interest	expense	paid	on	interest-	bearing	liabilities	such	as	deposits	and	borrowed
funds.	Interest	rates	are	highly	sensitive	to	many	factors	that	are	beyond	our	control,	including	general	economic	conditions,
inflationary	trends,	changes	in	government	spending	and	debt	issuances	and	policies	of	various	governmental	and	regulatory
agencies	and,	in	particular,	the	Federal	Open	Market	Committee.	Changes	in	monetary	policy,	including	changes	in	interest
rates,	could	influence	not	only	the	interest	we	receive	on	loans	and	securities	and	the	amount	of	interest	we	pay	on	deposits	and
borrowings,	but	such	changes	could	also	affect	(i)	our	ability	to	originate	loans	and	obtain	deposits,	(ii)	the	fair	value	of	our
financial	assets	and	liabilities,	and	(iii)	the	average	duration	of	our	mortgage-	backed	securities	portfolio.	If	the	interest	rates
paid	on	deposits	and	other	borrowings	increase	at	a	faster	rate	than	the	interest	rates	received	on	loans	and	other	investments,
our	net	interest	income,	and	therefore	earnings,	could	be	adversely	affected.	Earnings	could	also	be	adversely	affected	if	the
interest	rates	received	on	loans	and	other	investments	fall	more	quickly	than	the	interest	rates	paid	on	deposits	and	other
borrowings.	Any	substantial,	unexpected,	or	prolonged	change	in	market	interest	rates	could	have	a	material	adverse	effect	on
our	business,	financial	condition	and	results	of	operations.	See	Item	7.	Management’	s	Discussion	and	Analysis	of	Financial
Condition	and	Results	of	Operations	under	the	section	captioned	“	Net	Interest	Income	”	and	Item	7A.	Quantitative	and
Qualitative	Disclosures	About	Market	Risk	elsewhere	in	this	report	for	further	discussion	related	to	interest	rate	sensitivity	and
our	management	of	interest	rate	risk.	Credit	and	Lending	Risks	We	Are	Subject	To	Lending	Risk	and	Lending	Concentration
Risk	There	are	inherent	risks	associated	with	our	lending	activities.	These	risks	include,	among	other	things,	the	impact	of
changes	in	interest	rates	and	changes	in	the	economic	conditions	in	the	markets	where	we	operate	as	well	as	those	across	the
State	of	Texas	and	the	United	States.	Increases	in	interest	rates	and	/	or	weakening	economic	conditions	could	adversely	impact
the	ability	of	borrowers	to	repay	outstanding	loans	or	the	value	of	the	collateral	securing	these	loans.	As	of	December	31,	2023
2024	,	approximately	84	82	.	4	9	%	of	our	loan	portfolio	consisted	of	commercial	and	industrial,	energy,	construction	and
commercial	real	estate	mortgage	loans.	These	types	of	loans	are	generally	viewed	as	having	more	risk	of	default	and	are
typically	larger	than	residential	real	estate	loans	or	consumer	loans.	Because	our	loan	portfolio	contains	a	significant	number	of
commercial	and	industrial,	energy,	construction	and	commercial	real	estate	loans	with	relatively	large	balances,	the	deterioration
of	one	or	a	few	of	these	loans	could	cause	a	significant	increase	in	non-	performing	loans.	Increases	in	non-	performing	loans
have	resulted	in	a	net	loss	of	earnings	from	particular	loans,	an	increase	in	credit	loss	expense	and	an	increase	in	loan	charge-
offs,	and	these	and	future	instances	could	have	a	material	adverse	effect	on	our	business,	financial	condition	and	results	of
operations.	Certain	of	our	credit	exposures	are	concentrated	in	industries	that	may	be	more	susceptible	to	the	long-	term	risks	of
climate	change,	natural	disasters	or	global	pandemics.	To	the	extent	that	these	risks	may	have	a	negative	impact	on	the	financial
condition	of	borrowers,	it	could	also	have	a	material	adverse	effect	on	our	business,	financial	condition	and	results	of	operations.
See	the	section	captioned	“	Loans	”	in	Item	7.	Management’	s	Discussion	and	Analysis	of	Financial	Condition	and	Results	of
Operations	elsewhere	in	this	report	for	further	discussion	related	to	commercial	and	industrial,	energy,	construction	and
commercial	real	estate	loans.	Our	Allowance	For	Credit	Losses	May	Be	Insufficient	We	maintain	allowances	for	credit	losses	on
loans,	securities	and	off-	balance	sheet	credit	exposures.	In	the	case	of	loans	and	securities,	allowances	for	credit	losses	are
contra-	asset	valuation	accounts	that	are	deducted	from	the	amortized	cost	basis	of	these	assets	to	present	the	net	amount
expected	to	be	collected.	In	the	case	of	off-	balance-	sheet	credit	exposures,	the	allowance	for	credit	losses	is	a	liability	account
reported	as	a	component	of	accrued	interest	payable	and	other	liabilities	in	our	consolidated	balance	sheets.	The	amount	of	each
allowance	account	represents	management'	s	best	estimate	of	current	expected	credit	losses	on	these	financial	instruments
considering	available	information,	from	internal	and	external	sources,	relevant	to	assessing	exposure	to	credit	loss	over	the
contractual	term	of	the	instrument.	Relevant	available	information	includes	historical	credit	loss	experience,	current	conditions
and	reasonable	and	supportable	forecasts.	As	a	result,	the	determination	of	the	appropriate	level	of	allowance	for	credit	losses
inherently	involves	a	high	degree	of	subjectivity	and	requires	us	to	make	significant	estimates	related	to	current	and	expected
future	credit	risks	and	trends,	all	of	which	may	undergo	material	changes.	Changes	Continuing	deterioration	in	economic
conditions	,	including	the	possibility	of	a	recession,	affecting	borrowers	and	securities	issuers	;	inflation;	rising	interest	rates	-
rate	volatility	;	new	information	regarding	existing	loans,	credit	commitments	and	securities	holdings;	the	lingering	effects	of
the	COVID-	19	pandemic	or	other	global	pandemics;	natural	disasters	and	risks	related	to	climate	change;	and	identification	of
additional	problem	loans,	ratings	down-	grades	and	other	factors,	both	within	and	outside	of	our	control,	may	require	an	increase
in	the	allowances	for	credit	losses	on	loans,	securities	and	off-	balance	sheet	credit	exposures.	In	addition,	bank	regulatory



agencies	periodically	review	our	allowance	for	credit	losses	and	may	require	an	increase	in	credit	loss	expense	or	the	recognition
of	further	loan	charge-	offs,	based	on	judgments	different	than	those	of	management.	Furthermore,	if	any	charge-	offs	related	to
loans,	securities	or	off-	balance	sheet	credit	exposures	in	future	periods	exceed	our	allowances	for	credit	losses	on	loans,
securities	or	off-	balance	sheet	credit	exposures,	we	will	need	to	recognize	additional	credit	loss	expense	to	increase	the
applicable	allowance.	Any	increase	in	the	allowance	for	credit	losses	on	loans,	securities	and	/	or	off-	balance	sheet	credit
exposures	will	result	in	a	decrease	in	net	income	and,	possibly,	capital,	and	may	have	a	material	adverse	effect	on	our	business,
financial	condition	and	results	of	operations.	See	the	section	captioned	“	Allowance	for	Credit	Losses	”	in	Item	7.	Management’
s	Discussion	and	Analysis	of	Financial	Condition	and	Results	of	Operations	elsewhere	in	this	report	for	further	discussion
related	to	our	process	for	determining	the	appropriate	level	of	the	allowance	for	credit	losses.	We	Are	Subject	to	Risk	Arising
From	Conditions	In	The	Commercial	Real	Estate	Market	As	of	December	31,	2023	2024	,	commercial	real	estate	mortgage
loans	comprised	approximately	35	34	.	8	5	%	of	our	loan	portfolio.	Commercial	real	estate	mortgage	loans	generally	involve	a
greater	degree	of	credit	risk	than	residential	real	estate	mortgage	loans	because	the	collateral	securing	these	loans	may	not	be
sold	as	easily	as	residential	real	estate	and	because	they	typically	have	larger	balances	and	are	more	affected	by	adverse
conditions	in	the	economy.	Because	payments	on	loans	secured	by	commercial	real	estate	often	depend	upon	the	successful
operation	and	management	of	the	properties	and	the	businesses	which	operate	from	within	them,	repayment	of	such	loans	may
be	affected	by	factors	outside	the	borrower’	s	control,	such	as	adverse	conditions	in	the	real	estate	market	or	the	economy	or
changes	in	government	regulations.	In	recent	years,	commercial	real	estate	markets	have	been	particularly	impacted	by	the
economic	disruption	resulting	from	the	COVID-	19	pandemic.	The	COVID-	19	pandemic	has	also	been	a	catalyst	for	the
evolution	of	various	remote	work	options	which	could	have	impact	impacted	the	long-	term	performance	of	some	types	of
office	properties	within	our	commercial	real	estate	portfolio.	Accordingly,	the	federal	banking	regulatory	agencies	have
expressed	concerns	about	weaknesses	in	the	current	commercial	real	estate	market.	Failures	in	our	risk	management	policies,
procedures	and	controls	could	adversely	affect	our	ability	to	manage	this	portfolio	going	forward	and	could	result	in	an
increased	rate	of	delinquencies	in,	and	increased	losses	from,	this	portfolio,	which,	accordingly,	could	have	a	material	adverse
effect	on	our	business,	financial	condition	and	results	of	operations.	We	Are	Subject	To	Volatility	Risk	In	Crude	Oil	Prices	As	of
December	31,	2023	2024	,	we	had	$	935	1	.	3	1	million	billion	of	energy	loans	which	comprised	approximately	5.	0	4	%	of	our
loan	portfolio	at	that	date.	Furthermore,	energy	production	and	related	industries	represent	a	large	part	of	the	economies	in	some
of	our	primary	markets.	The	energy	industry	and	market	prices	for	oil	and	gas	have	historically	been	cyclical.	Global
wars,	military	conflicts,	terrorism,	governmental	and	social	responses	to	environmental	issues	and	climate	change,	or
other	geopolitical	events	as	well	as	Actions	actions	by	members	of	the	Organization	of	Petroleum	Exporting	Countries	(“
OPEC	”)	can	impact	global	crude	oil	and	gas	production	levels	and	lead	to	significant	volatility	in	global	oil	and	gas	supplies
and	market	prices.	Prolonged	periods	of	low	oil	and	gas	commodity	prices	could	negatively	impact	our	borrowers'	ability
to	pay	.	In	recent	years,	decreased	market	oil	prices	compressed	margins	for	many	U.	S.	and	Texas-	based	oil	producers	,
particularly	those	that	utilize	higher-	cost	production	technologies	such	as	hydraulic	fracking	and	horizontal	drilling,	as	well	as
oilfield	service	providers,	energy	equipment	manufacturers	and	transportation	suppliers,	among	others.	In	March	of	2020,
disagreements	between	members	of	OPEC	signaled	that	production	levels	would	rise	and,	when	coupled	with	the	uncertainties
of	the	COVID-	19	pandemic,	led	to	a	significant	decline	in	market	oil	prices.	As	the	global	economy	emerged	from	pandemic
lockdowns	in	2021,	the	demand	for	oil	naturally	increased	and	supply	could	not	keep	up	with	the	sudden	surge	in	demand.
Consequently,	oil	prices	began	to	rise.	The	current	wars	in	Ukraine	and	Israel	have	also	impacted	global	oil	supplies	and	caused
further	volatility	in	oil	prices.	The	price	per	barrel	of	crude	oil	was	approximately	$	72	on	at	both	December	31,	2023	2024	,
and	down	from	$	80	on	December	31,	2022	2023	.	While	losses	in	our	energy	portfolio	have	not	been	significant	in	recent
years,	we	have	experienced	increased	losses	within	our	energy	portfolio	in	years	that	were	impacted	by	significant	oil	price
volatility	,	particularly	in	2020	.	Future	oil	price	volatility	could	have	negative	impacts	on	the	U.	S.	economy,	in	particular,	the
economies	of	energy-	dominant	states	such	as	Texas,	and	our	borrowers	and	customers	.	Such	negative	impacts	could	result	in
an	increased	rate	of	loan	delinquencies	and	credit	losses	which,	accordingly,	could	have	a	material	adverse	effect	on	our
business,	financial	condition	and	results	of	operations	.	We	Are	Subject	To	Environmental	Liability	Risk	Associated	With
Lending	Activities	A	significant	portion	of	our	loan	portfolio	is	secured	by	real	property.	During	the	ordinary	course	of	business,
we	foreclose	on	and	take	title	to	properties	securing	certain	loans.	There	is	a	risk	that	hazardous	or	toxic	substances	could	be
found	on	these	properties.	If	hazardous	or	toxic	substances	are	found,	we	may	be	liable	for	remediation	costs,	as	well	as	for
personal	injury	and	property	damage.	Environmental	laws	may	require	us	to	incur	substantial	expenses	and	may	materially
reduce	the	affected	property’	s	value	or	limit	our	ability	to	use	or	ability	to	sell	the	affected	property.	Environmental	reviews	of
real	property	before	initiating	foreclosure	actions	may	not	be	sufficient	to	detect	all	potential	environmental	hazards.	The
remediation	costs	and	any	other	financial	liabilities	associated	with	an	environmental	hazard	could	have	a	material	adverse	effect
on	our	business,	financial	condition	and	results	of	operations.	Liquidity	Risk	We	Are	Subject	To	Liquidity	Risk	We	require
liquidity	to	meet	our	deposit	and	debt	obligations	as	they	come	due.	Our	access	to	funding	sources	in	amounts	adequate	to
finance	our	activities	or	on	terms	that	are	acceptable	to	us	could	be	impaired	by	factors	that	affect	us	specifically	or	the	financial
services	industry	or	economy	generally.	Factors	that	could	reduce	our	access	to	liquidity	sources	include	a	downturn	in	the
Texas	economy,	difficult	credit	markets	or	adverse	regulatory	actions	against	us.	Our	access	to	deposits	may	also	be	affected	by
the	liquidity	needs	of	our	depositors.	A	substantial	majority	of	our	liabilities	are	demand,	savings,	interest	checking	and	money
market	deposits,	which	are	payable	on	demand	or	upon	several	days’	notice,	while	by	comparison,	a	substantial	portion	of	our
assets	are	loans,	which	cannot	be	called	or	sold	in	the	same	time	frame.	We	may	not	be	able	to	replace	maturing	deposits	and
advances	as	necessary	in	the	future,	especially	if	a	large	number	of	our	depositors	sought	to	withdraw	their	accounts,	regardless
of	the	reason.	Our	access	to	deposits	may	be	negatively	impacted	by,	among	other	factors,	periods	of	low	interest	rates	or	higher
interest	rates	which	could	promote	increased	competition	for	deposits,	including	from	new	financial	technology	competitors,	or



provide	customers	with	alternative	investment	options.	Additionally,	negative	news	about	us	or	the	banking	industry	in	general
could	negatively	impact	market	and	/	or	customer	perceptions	of	our	company,	which	could	lead	to	a	loss	of	depositor
confidence	and	an	increase	in	deposit	withdrawals,	particularly	among	those	with	uninsured	deposits.	Furthermore,	as	we	and
other	regional	banking	organizations	experienced	in	2023,	the	failure	of	other	financial	institutions	may	cause	deposit	outflows
as	customers	spread	deposits	among	several	different	banks	so	as	to	maximize	their	amount	of	FDIC	insurance,	move	deposits	to
banks	deemed"	too	big	to	fail"	or	remove	deposits	from	the	banking	system	entirely.	As	of	December	31,	2023	2024	,
approximately	53	54	%	of	our	deposits	were	uninsured	and	we	rely	on	these	deposits	for	liquidity.	A	failure	to	maintain
adequate	liquidity	could	have	a	material	adverse	effect	on	our	business,	financial	condition	and	results	of	operations.	We	may
also	need	to	raise	additional	capital	and	liquidity	through	the	issuance	of	stock	to	comply	with	regulatory	mandates,
which	could	dilute	the	ownership	of	existing	stockholders,	or	reduce	or	even	eliminate	common	stock	dividends	or	share
repurchases	to	preserve	capital	and	liquidity.	Unrealized	Losses	in	Our	Securities	Portfolio	Could	Affect	Liquidity.	We	As
market	interest	rates	have	increased,	we	have	experienced	significant	unrealized	losses	on	our	available	-	for	sale	-	securities
portfolio	as	a	result	of	increases	in	market	interest	rates	.	Unrealized	losses	related	to	available	-	for	-	sale	securities	are
reflected	in	accumulated	other	comprehensive	income	in	our	consolidated	balance	sheets	and	reduce	the	level	of	our	book
capital	and	tangible	common	equity.	However,	such	unrealized	losses	do	not	affect	our	regulatory	capital	ratios.	We	actively
monitor	our	available	-	for	-	securities	portfolio	and	we	do	not	currently	anticipate	the	need	to	realize	material	losses	from	the
sale	of	securities	for	liquidity	purposes.	Furthermore,	we	believe	it	is	unlikely	that	we	would	be	required	to	sell	any	such
securities	before	recovery	of	their	amortized	cost	bases,	which	may	be	at	maturity.	Nonetheless,	our	access	to	liquidity	sources
could	be	affected	by	unrealized	losses	if	securities	must	be	sold	at	a	loss;	tangible	capital	ratios	continue	to	decline	from	an
increase	in	unrealized	losses	or	realized	credit	losses;	the	FHLB	or	other	funding	sources	reduce	capacity;	or	bank	regulators
impose	restrictions	on	us	that	impact	the	level	of	interest	rates	we	may	pay	on	deposits	or	our	ability	to	access	brokered	deposits.
Additionally,	significant	unrealized	losses	could	negatively	impact	market	and	/	or	customer	perceptions	of	our	company,	which
could	lead	to	a	loss	of	depositor	confidence	and	an	increase	in	deposit	withdrawals,	particularly	among	those	with	uninsured
deposits.	Operational	Risks	Our	Accounting	Estimates	and	Risk	Management	Processes	Rely	On	Analytical	and	Forecasting
Models	The	processes	we	use	to	estimate	our	expected	credit	losses	and	to	measure	the	fair	value	of	financial	instruments,	as
well	as	the	processes	used	to	estimate	the	effects	of	changing	interest	rates	and	other	market	measures	on	our	financial	condition
and	results	of	operations,	depends	upon	the	use	of	analytical	and	forecasting	models.	These	models	reflect	assumptions	that	may
not	be	accurate,	particularly	in	times	of	market	stress	or	other	unforeseen	circumstances.	Even	if	these	assumptions	are
adequate,	the	models	may	prove	to	be	inadequate	or	inaccurate	because	of	other	flaws	in	their	design	or	their	implementation,
including	flaws	caused	by	failures	in	controls,	data	management,	human	error	or	from	the	reliance	on	technology.	If	the	models
we	use	for	interest	rate	risk	and	asset-	liability	management	are	inadequate,	we	may	incur	increased	or	unexpected	losses	upon
changes	in	market	interest	rates	or	other	market	measures.	If	the	models	we	use	for	estimating	our	expected	credit	losses	are
inadequate,	the	allowance	for	credit	losses	may	not	be	sufficient	to	support	future	charge-	offs.	If	the	models	we	use	to	measure
the	fair	value	of	financial	instruments	are	inadequate,	the	fair	value	of	such	financial	instruments	may	fluctuate	unexpectedly	or
may	not	accurately	reflect	what	we	could	realize	upon	sale	or	settlement	of	such	financial	instruments.	Any	such	failure	in	our
analytical	or	forecasting	models	could	have	a	material	adverse	effect	on	our	business,	financial	condition	and	results	of
operations.	We	Are	Subject	To	Risk	Arising	From	Failure	Or	Circumvention	Of	Our	Controls	and	Procedures	Our	internal
controls,	including	fraud	detection	and	controls,	disclosure	controls	and	procedures,	and	corporate	governance	procedures	are
based	in	part	on	certain	assumptions	and	can	provide	only	reasonable,	not	absolute,	assurances	that	the	objectives	of	the	controls
and	procedures	are	met.	Any	failure	or	circumvention	of	our	controls	and	procedures;	failure	to	comply	with	regulations	related
to	controls	and	procedures;	or	failure	to	comply	with	our	corporate	governance	procedures	could	have	a	material	adverse	effect
on	our	reputation,	business,	financial	condition	and	results	of	operations,	including	subjecting	us	to	litigation,	regulatory	fines,
penalties	or	other	sanctions.	Furthermore,	notwithstanding	the	proliferation	of	technology	and	technology-	based	risk	and
control	systems,	our	businesses	ultimately	rely	on	people	as	our	greatest	resource,	and	we	are	subject	to	the	risk	that	they	make
mistakes	or	engage	in	violations	of	applicable	policies,	laws,	rules	or	procedures	that	in	the	past	have	not,	and	in	the	future	may
not	always	be	prevented	by	our	technological	processes	or	by	our	controls	and	other	procedures	intended	to	prevent	and	detect
such	errors	or	violations.	Human	errors,	malfeasance	and	other	misconduct,	even	if	promptly	discovered	and	remediated,	can
result	in	reputational	damage	or	legal	risk	and	have	a	material	adverse	effect	on	our	business,	financial	condition	and	results	of
operations.	New	Lines	Of	Business,	Products	Or	Services	and	Technological	Advancements	May	Subject	Us	To	Additional
Risks	From	time	to	time,	we	implement	new	lines	of	business	or	offer	new	products	and	services	within	existing	lines	of
business.	For	instance,	we	recently	are	currently	implementing	implemented	a	new	residential	mortgage	product	offering.
There	are	substantial	risks	and	uncertainties	associated	with	these	efforts,	particularly	in	instances	where	the	markets	are	not
fully	developed.	In	developing	and	marketing	new	lines	of	business	and	/	or	new	products	and	services	we	invest	significant	time
and	resources.	Initial	timetables	for	the	introduction	and	development	of	new	lines	of	business	and	/	or	new	products	or	services
may	not	be	achieved,	and	price	and	profitability	targets	may	not	prove	feasible.	External	factors,	such	as	compliance	with
regulations,	competitive	alternatives,	and	shifting	market	preferences,	may	also	impact	the	successful	implementation	of	a	new
line	of	business	or	a	new	product	or	service.	The	financial	services	industry	is	continually	undergoing	rapid	technological
change	with	frequent	introductions	of	new	technology-	driven	products	and	services.	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	customer
demands,	as	well	as	to	create	additional	efficiencies	in	our	operations.	Many	of	our	competitors	have	substantially	greater
resources	to	invest	in	technological	improvements.	We	may	not	be	able	to	effectively	implement	new	technology	driven
products	and	services	or	be	successful	in	marketing	these	products	and	services	to	our	customers.	In	addition,	our
implementation	of	certain	new	technologies,	such	as	those	related	to	artificial	intelligence,	automation	and	algorithms,	in	our



business	processes	may	have	unintended	consequences	due	to	their	limitations	or	our	failure	to	use	them	effectively.	In	addition,
cloud	technologies	are	also	critical	to	the	operation	of	our	systems,	and	our	reliance	on	cloud	technologies	is	growing.	Failure	to
successfully	keep	pace	with	technological	change	affecting	the	financial	services	industry	could	have	a	material	adverse	effect
on	our	business,	financial	condition	and	results	of	operations.	Furthermore,	any	new	line	of	business,	new	product	or	service	and
/	or	new	technology	could	have	a	significant	impact	on	the	effectiveness	of	our	system	of	internal	controls.	Failure	to
successfully	manage	these	risks	in	the	development	and	implementation	of	new	lines	of	business,	new	products	or	services	and	/
or	new	technologies	could	have	a	material	adverse	effect	on	our	business,	financial	condition	and	results	of	operations.	Our
Reputation	and	Our	Business	Are	Subject	to	Negative	Publicity	Risk	Reputation	risk,	or	the	risk	to	our	earnings,	liquidity,	and
capital	from	negative	public	opinion,	is	inherent	in	our	business.	Negative	public	opinion	could	adversely	affect	our	ability	to
keep	and	attract	customers	and	expose	us	to	adverse	legal	and	regulatory	consequences.	Negative	public	opinion	could	result
from	our	actual	or	alleged	conduct	in	any	number	of	activities,	including	(i)	lending	practices,	(ii)	branching	strategy,	(iii)
product	and	service	offerings,	(iv)	corporate	governance,	(v)	regulatory	compliance,	(vi)	mergers	and	acquisitions,	(vii)
disclosure,	(viii)	sharing	or	inadequate	protection	of	customer	information,	(ix)	successful	or	attempted	cyber-	attacks	against	us,
our	customers	or	our	third-	party	partners	or	vendors	and	(x)	failure	to	discharge	any	publicly	announced	commitments	to
employees	or	ESG	environmental,	social	and	governance	initiatives	or	to	respond	adequately	to	social	and	sustainability
concerns	from	the	viewpoint	of	our	stakeholders	from	actions	taken	by	government	regulators	and	community	organizations	in
response	to	our	conduct	.	There	has	been	an	increased	focus	by	investors	and	other	stakeholders	on	topics	related	to
corporate	policies	and	approaches	regarding	ESG	and	diversity,	equity	and	inclusion	matters.	Due	to	divergent
stakeholder	views	on	these	matters,	we	are	at	increased	risk	that	any	action,	or	lack	thereof,	concerning	these	matters
will	be	perceived	negatively	by	some	stakeholders,	which	could	negatively	affect	our	business	and	reputation	.	Negative
public	opinion	could	also	result	from	adverse	news	or	publicity	that	impairs	the	reputation	of	the	financial	services	industry
generally	or	from	the	actions	of	our	employees,	customers,	affiliates	or	third	parties	with	whom	we	do	business.	In	addition,	our
reputation	or	future	prospects	may	be	significantly	damaged	by	adverse	publicity	or	negative	information	regarding	us,	whether
or	not	true,	that	may	be	posted	on	social	media,	non-	mainstream	news	services	or	other	parts	of	the	internet,	and	this	risk	is
magnified	by	the	speed	and	pervasiveness	with	which	information	is	disseminated	through	those	channels.	Because	we	conduct
most	of	our	business	under	the	“	Frost	”	brand,	negative	public	opinion	about	one	business	could	affect	our	other	businesses	.
Events	that	result	in	damage	to	our	reputation	may	also	increase	our	litigation	risk,	increase	regulatory	scrutiny,	affect
our	ability	to	attract	and	retain	customers	and	employees	and	have	other	consequences	that	we	may	not	be	able	to
predict	.	Our	Business,	Financial	Condition	and	Results	Of	Operations	Are	Subject	To	Risk	From	Changes	in	Customer
Behavior	Individual,	economic,	political,	industry-	specific	conditions	and	other	factors	outside	of	our	control,	such	as	fuel
prices,	energy	costs,	real	estate	values,	inflation,	taxes	or	other	factors	that	affect	customer	income	levels,	could	alter	anticipated
customer	behavior,	including	borrowing,	repayment,	investment	and	deposit	practices.	Such	a	change	in	these	practices	could
materially	adversely	affect	our	ability	to	anticipate	business	needs	and	meet	regulatory	requirements.	Further,	difficult	economic
conditions	may	negatively	affect	consumer	confidence	levels.	A	decrease	in	consumer	confidence	levels	would	likely	aggravate
the	adverse	effects	of	these	difficult	market	conditions	on	us,	our	customers	and	others	in	the	financial	institutions	industry.
Cullen	/	Frost	Relies	On	Dividends	From	Its	Subsidiaries	For	Most	Of	Its	Revenue	Cullen	/	Frost	is	a	separate	and	distinct	legal
entity	from	its	subsidiaries.	It	receives	substantially	all	of	its	revenue	from	dividends	from	its	subsidiaries.	These	dividends	are
the	principal	source	of	funds	to	pay	dividends	on	Cullen	/	Frost’	s	common	stock	and	preferred	stock	and	interest	and	principal
on	Cullen	/	Frost’	s	debt.	Various	federal	and	state	laws	and	regulations	limit	the	amount	of	dividends	that	Frost	Bank	and
certain	non-	bank	subsidiaries	may	pay	to	Cullen	/	Frost.	Also,	Cullen	/	Frost’	s	right	to	participate	in	a	distribution	of	assets
upon	a	subsidiary’	s	liquidation	or	reorganization	is	subject	to	the	prior	claims	of	the	subsidiary’	s	creditors	and	depositors.	In
the	event	Frost	Bank	is	unable	to	pay	dividends	to	Cullen	/	Frost,	Cullen	/	Frost	may	not	be	able	to	service	debt,	pay	obligations
or	pay	dividends	on	our	common	stock	or	our	preferred	stock.	The	inability	to	receive	dividends	from	Frost	Bank	could	have	a
material	adverse	effect	on	our	business,	financial	condition	and	results	of	operations.	See	the	section	captioned	“	Supervision
and	Regulation	”	in	Item	1.	Business	and	Note	8-	Capital	and	Regulatory	Matters	in	the	notes	to	consolidated	financial
statements	included	in	Item	8.	Financial	Statements	and	Supplementary	Data	elsewhere	in	this	report.	Our	Information	Systems
May	Experience	Failure,	Interruption	Or	Breach	In	Security	In	the	ordinary	course	of	business,	we	rely	on	electronic
communications	and	information	systems	to	conduct	our	operations	and	to	store	sensitive	data.	Any	failure,	interruption	or
breach	in	security	of	these	systems	could	result	in	significant	disruption	to	our	operations.	Information	security	breaches	and
cybersecurity-	related	incidents	include,	but	are	not	limited	to,	attempts	to	access	information,	including	customer	and	company
information,	malicious	code,	computer	viruses	and	denial	of	service	attacks	that	could	result	in	unauthorized	access,	theft,
misuse,	loss,	release	or	destruction	of	data	(including	confidential	customer	information),	account	takeovers,	unavailability	of
service	or	other	events.	These	types	of	threats	may	derive	from	human	error,	fraud	or	malice	on	the	part	of	external	or	internal
parties	or	may	result	from	accidental	technological	failure.	Our	technologies,	systems,	networks	and	software	have	been	and
continue	to	be	subject	to	cybersecurity	threats	and	attacks,	which	range	from	uncoordinated	individual	attempts	to	sophisticated
and	targeted	measures	directed	at	us.	Any	failures	related	to	upgrades	and	maintenance	of	our	technology	and	information
systems	could	further	increase	our	information	and	system	security	risk.	Our	increased	use	of	cloud	and	other	technologies,	such
as	remote	work	technologies,	and	the	increased	connectivity	of	third	parties	and	electronic	devices	to	our	systems	also
increases	our	risk	of	being	subject	to	a	cyber-	attack.	The	risk	of	a	security	breach	or	disruption,	particularly	through	cyber-
attack	or	cyber-	intrusion,	has	increased	as	the	number,	intensity	and	sophistication	of	attempted	attacks	and	intrusions	from
around	the	world	have	increased.	Our	customers,	employees	and	third	parties	that	we	do	business	with	have	been,	and	will
continue	to	be,	targeted	by	parties	using	fraudulent	e-	mails	and	other	communications	in	attempts	to	misappropriate	passwords,
bank	account	information	or	other	personal	information	or	to	introduce	viruses	or	other	malware	programs	to	our	information



systems,	the	information	systems	of	our	merchants	or	third-	party	service	providers	and	/	or	our	customers'	personal	devices,
which	are	beyond	our	security	control	systems.	Though	we	endeavor	to	mitigate	these	threats	through	product	improvements,
use	of	encryption	and	authentication	technology	and	customer	and	employee	education,	such	cyber-	attacks	against	us,	our
merchants,	our	third-	party	service	providers	and	our	customers	remain	a	serious	issue	and	have	been	successful	in	the	past.
Although	we	make	significant	efforts	to	maintain	the	security	and	integrity	of	our	information	systems	and	have	implemented
various	measures	to	manage	the	risks	of	a	security	breach	or	disruption,	there	can	be	no	assurance	that	our	security	efforts	and
measures	will	be	effective	or	that	attempted	security	breaches	or	disruptions	would	not	be	successful	or	damaging.	It	is	possible
that	employees,	merchants	or	our	third-	party	vendors	may	not	follow	our	cybersecurity	policies	and	procedures,	which
may	expose	us	to	a	cyber-	attack.	Furthermore,	Even	even	well	protected	information,	networks,	systems	and	facilities
remain	potentially	vulnerable	to	attempted	security	breaches	or	disruptions	because	the	techniques	used	in	such	attempts	are
constantly	evolving	,	including	as	a	result	of	artificial	intelligence,	and	generally	are	not	recognized	until	launched	against	a
target,	and	in	some	cases	are	designed	not	to	be	detected	and,	in	fact,	may	not	be	detected.	Accordingly,	we	may	be	unable	to
anticipate	these	techniques	or	to	implement	adequate	security	barriers	or	other	preventative	measures,	and	thus	it	is	virtually
impossible	for	us	to	entirely	mitigate	this	risk.	In	Furthermore,	in	the	event	of	a	cyber-	attack,	we	may	be	delayed	in	identifying
or	responding	to	the	attack,	which	could	increase	the	negative	impact	of	the	cyber-	attack	on	our	business,	financial	condition
and	results	of	operations.	While	we	maintain	specific	“	cyber	”	insurance	coverage,	which	would	apply	in	the	event	of	various
breach	scenarios,	the	amount	of	coverage	may	not	be	adequate	in	any	particular	case.	Furthermore,	because	cyber	threat
scenarios	are	inherently	difficult	to	predict	and	can	take	many	forms,	some	breaches	may	not	be	covered	under	our	cyber
insurance	coverage.	A	security	breach	or	other	significant	disruption	of	our	information	systems	or	those	related	to	our
customers,	merchants	or	our	third-	party	vendors,	including	as	a	result	of	cyber-	attacks,	could	(i)	disrupt	the	proper	functioning
of	our	networks	and	systems	and	therefore	our	operations	and	/	or	those	of	our	customers;	(ii)	result	in	the	unauthorized	access
to,	and	destruction,	loss,	theft,	misappropriation	or	release	of	confidential,	sensitive	or	otherwise	valuable	information	of	ours	or
our	customers;	(iii)	result	in	a	violation	of	applicable	privacy,	data	breach	and	other	laws,	subjecting	us	to	additional	regulatory
scrutiny	and	exposing	us	to	civil	litigation,	enforcement	actions,	governmental	fines	and	possible	financial	liability;	(iv)	require
significant	management	attention	and	resources	to	remedy	the	damages	that	result;	or	(v)	harm	our	reputation	or	cause	a
decrease	in	the	number	of	customers	that	choose	to	do	business	with	us.	The	occurrence	of	any	of	the	foregoing	could	have	a
material	adverse	effect	on	our	business,	financial	condition	and	results	of	operations.	Our	Operations	Rely	On	Certain	External
Vendors	We	rely	on	certain	external	vendors	to	provide	products	and	services	necessary	to	maintain	our	day-	to-	day	operations.
These	third-	party	vendors	are	sources	of	operational	,	cybersecurity,	and	informational	security	risk	to	us,	including	risks
associated	with	operational	errors,	coding	errors,	information	system	failures,	interruptions	or	breaches	and	unauthorized
disclosures	of	sensitive	or	confidential	client	or	customer	information.	If	these	vendors	encounter	any	of	these	issues,	or	if	we
have	difficulty	communicating	with	them	regarding	such	issues	,	we	could	be	exposed	to	disruption	of	operations,	loss	of
service	or	connectivity	to	customers,	reputational	damage,	and	litigation	risk	that	could	have	a	material	adverse	effect	on	our
business	and,	in	turn,	our	financial	condition	and	results	of	operations.	In	addition,	our	operations	are	exposed	to	risk	that	these
vendors	will	not	perform	in	accordance	with	the	contracted	arrangements	under	service	level	agreements.	Although	we	have
selected	these	external	vendors	carefully,	we	do	not	control	their	actions.	The	failure	of	an	external	vendor	to	perform	in
accordance	with	the	contracted	arrangements	under	service	level	agreements,	because	of	changes	in	the	vendor’	s	organizational
structure,	financial	condition,	support	for	existing	products	and	services	or	strategic	focus	or	for	any	other	reason,	could	be
disruptive	to	our	operations,	which	could	have	a	material	adverse	effect	on	our	business	and,	in	turn,	our	financial	condition	and
results	of	operations.	Replacing	these	external	vendors	could	also	entail	significant	delay	and	expense.	We	Are	Subject	To
Litigation	Risk	Pertaining	To	Fiduciary	Responsibility	From	time	to	time,	customers	make	claims	and	take	legal	action
pertaining	to	our	performance	of	our	fiduciary	responsibilities.	Whether	customer	claims	and	legal	action	related	to	our
performance	of	our	fiduciary	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	financial	liability	and	/	or	adversely	affect	the	market	perception	of	us	and
our	products	and	services	as	well	as	impact	customer	demand	for	those	products	and	services.	Any	financial	liability	or
reputational	damage	could	have	a	material	adverse	effect	on	our	business,	financial	condition	and	results	of	operations.	We	Are
Subject	To	Litigation	Risk	Pertaining	To	Intellectual	Property	Banking	and	other	financial	services	companies,	including	us,
rely	on	technology	companies	to	provide	information	technology	products	and	services	necessary	to	support	day-	to-	day
operations.	Technology	companies	frequently	enter	into	litigation	based	on	allegations	of	patent	infringement	or	other	violations
of	intellectual	property	rights.	In	addition,	patent	holding	companies	seek	to	monetize	patents	they	have	purchased	or	otherwise
obtained.	Competitors	of	our	vendors,	or	other	individuals	or	companies,	have	from	time	to	time	claimed	to	hold	intellectual
property	sold	to	us	by	our	vendors	or	in	use	by	us	and	we	are,	and	may	in	the	future	be,	named	as	defendants	in	various	related
legal	claims.	Such	claims	may	increase	in	the	future	as	the	financial	services	sector	becomes	more	reliant	on	information
technology	vendors.	The	plaintiffs	in	these	actions	frequently	seek	injunctions	and	substantial	damages	and	may	also	seek	to
enter	into	licensing	agreements	with	us	to	obtain	ongoing	fees.	Regardless	of	the	scope	or	validity	of	such	patents	or	other
intellectual	property	rights,	or	the	merits	of	any	claims	by	potential	or	actual	litigants,	we	may	have	to	engage	in	protracted
litigation.	Such	litigation	is	often	expensive,	time-	consuming,	disruptive	to	our	operations	and	distracting	to	management.	If	we
are	found	to	infringe	upon	one	or	more	patents	or	other	intellectual	property	rights,	we	may	be	required	to	pay	substantial
damages	or	royalties	to	a	third-	party.	In	certain	cases,	we	have	entered,	and	in	the	future	may	consider	entering,	into	licensing
agreements	for	disputed	intellectual	property,	although	no	assurance	can	be	given	that	such	licenses	can	be	obtained	on
acceptable	terms	or	that	litigation	will	not	occur.	These	licenses	may	also	significantly	increase	our	operating	expenses.	If	legal
matters	related	to	intellectual	property	claims	were	resolved	against	us	or	settled,	we	could	be	required	to	make	payments	in
amounts	that	could	have	a	material	adverse	effect	on	our	business,	financial	condition	and	results	of	operations.	Financial



Services	Companies	Depend	On	The	Accuracy	and	Completeness	Of	Information	About	Customers	and	Counterparties	In
deciding	whether	to	extend	credit	or	enter	into	other	transactions,	we	rely	on	information	furnished	by	or	on	behalf	of	customers
and	counterparties,	including	financial	statements,	credit	reports	and	other	financial	information.	We	also	rely	on	representations
of	those	customers,	counterparties	or	other	third	parties,	such	as	independent	auditors,	as	to	the	accuracy	and	completeness	of
that	information.	Reliance	on	inaccurate	or	misleading	financial	statements,	credit	reports	or	other	financial	information	could
have	a	material	adverse	impact	on	our	business,	financial	condition	and	results	of	operations.	External	and	Market-	Related
Risks	Our	Profitability	Depends	Significantly	On	Economic	Conditions	In	The	State	Of	Texas	Our	success	depends
substantially	on	the	general	economic	conditions	of	the	State	of	Texas	and	the	specific	local	markets	in	which	we	operate.
Unlike	larger	national	or	other	regional	banks	that	are	more	geographically	diversified,	we	provide	banking	and	financial
services	primarily	to	customers	across	Texas	through	financial	centers	in	the	Austin,	Corpus	Christi,	Dallas,	Fort	Worth,	Gulf
Coast,	Houston,	Permian	Basin,	Rio	Grande	Valley	and	San	Antonio	regions.	The	local	economic	conditions	in	these	areas	have
a	significant	impact	on	the	demand	for	our	products	and	services	as	well	as	the	ability	of	our	customers	to	repay	loans,	the	value
of	the	collateral	securing	loans	and	the	stability	of	our	deposit	funding	sources.	Moreover,	all	of	the	securities	in	our	municipal
bond	portfolio	were	issued	by	political	subdivisions	or	agencies	within	the	State	of	Texas.	A	significant	decline	in	general
economic	conditions	in	Texas,	whether	caused	by	recession,	inflation,	unemployment,	changes	or	prolonged	stagnation	in	oil
prices,	changes	in	securities	markets,	acts	of	terrorism,	pandemics,	natural	disasters,	climate	change,	outbreak	of	hostilities	or
other	international	or	domestic	occurrences	or	other	factors	could	impact	these	local	economic	conditions	and,	in	turn,	have	a
material	adverse	effect	on	our	business,	financial	condition	and	results	of	operations.	We	Are	Subject	to	Risk	Arising	From	The
Soundness	Of	Other	Financial	Institutions	and	Counterparties	Financial	services	institutions	are	interrelated	as	a	result	of
trading,	clearing,	counterparty,	or	other	relationships.	We	have	exposure	to	many	different	industries	and	counterparties,	and
routinely	execute	transactions	with	counterparties	in	the	financial	services	industry,	including	commercial	banks,	brokers	and
dealers,	investment	banks,	and	other	institutional	clients.	Many	of	these	transactions	expose	us	to	credit	risk	in	the	event	of	a
default	by	a	counterparty	or	client.	In	addition,	our	credit	risk	may	be	exacerbated	when	the	collateral	held	by	us	cannot	be
realized	upon	or	is	liquidated	at	prices	not	sufficient	to	recover	the	full	amount	of	the	credit	or	derivative	exposure	due	to	us.
Increased	interconnectivity	amongst	financial	institutions	also	increases	the	risk	of	cyber-	attacks	and	information	system
failures	for	financial	institutions.	Any	such	losses	could	have	a	material	adverse	effect	on	our	business,	financial	condition	and
results	of	operations.	We	Operate	In	A	Highly	Competitive	Industry	and	Market	Area	We	face	substantial	competition	in	all
areas	of	our	operations	from	a	variety	of	different	competitors,	many	of	which	are	larger	and	may	have	more	financial	resources
than	us.	Such	competitors	primarily	include	national,	regional,	and	community	banks	within	the	various	markets	where	we
operate.	Recent	regulation	has	reduced	the	regulatory	burden	of	large	bank	holding	companies,	and	raised	the	asset	thresholds	at
which	more	onerous	requirements	apply,	which	could	cause	certain	large	bank	holding	companies	with	less	than	$	250	billion	in
total	consolidated	assets,	which	were	previously	subject	to	more	stringent	enhanced	prudential	standards,	to	become	more
competitive	or	to	pursue	expansion	more	aggressively.	We	also	face	competition	from	many	other	types	of	financial	institutions,
including,	without	limitation,	savings	and	loans,	credit	unions,	finance	companies,	brokerage	firms,	insurance	companies	and
other	financial	intermediaries.	The	financial	services	industry	could	become	even	more	competitive	as	a	result	of	legislative,
regulatory	and	technological	changes	and	continued	consolidation.	Also,	technology	and	other	changes	have	lowered	barriers	to
entry	and	made	it	possible	for	non-	banks	to	offer	products	and	services	traditionally	provided	by	banks.	In	particular,	the
activity	of	fintechs	/	wealthtechs	has	grown	significantly	over	recent	years	and	is	expected	to	continue	to	grow.	Some	fintechs	/
wealthtechs	are	not	subject	to	the	same	regulation	as	we	are,	which	may	allow	them	to	be	more	competitive.	Fintechs	/
wealthtechs	have	and	may	continue	to	offer	bank	or	bank-	like	products	and	a	number	of	such	organizations	have	applied	for
bank	or	industrial	loan	charters	while	others	have	partnered	with	existing	banks	to	allow	them	to	offer	deposit	products	to	their
customers.	Increased	competition	from	fintechs	/	wealthtechs	and	the	growth	of	digital	banking	may	also	lead	to	pricing
pressures	as	competitors	offer	more	low-	fee	and	no-	fee	products.	Additionally,	consumers	can	maintain	funds	that	would	have
historically	been	held	as	bank	deposits	in	brokerage	accounts	or	mutual	funds.	Consumers	can	also	complete	transactions	such	as
paying	bills	and	/	or	transferring	funds	directly	without	the	assistance	of	banks.	In	addition,	the	emergence,	adoption	and
evolution	of	new	technologies	that	do	not	require	intermediation,	including	distributed	ledgers	such	as	digital	assets	and
blockchain,	as	well	as	advances	in	robotic	process	automation,	could	significantly	affect	the	competition	for	financial	services.
The	process	of	eliminating	banks	as	intermediaries,	known	as	“	disintermediation,	”	could	result	in	the	loss	of	fee	income,	as
well	as	the	loss	of	customer	deposits	and	the	related	income	generated	from	those	deposits.	Further,	many	of	our	competitors
have	fewer	regulatory	constraints	and	may	have	lower	cost	structures	than	us.	Additionally,	due	to	their	size,	many	competitors
may	be	able	to	achieve	economies	of	scale	and,	as	a	result,	may	offer	a	broader	range	of	products	and	services	as	well	as	better
pricing	for	those	products	and	services	than	we	can.	Our	ability	to	compete	successfully	depends	on	a	number	of	factors,
including,	among	other	things,	(i)	the	ability	to	develop,	maintain	and	build	long-	term	customer	relationships	based	on	top
quality	service,	high	ethical	standards	and	safe,	sound	assets;	(ii)	the	ability	to	expand	within	our	marketplace	and	with	our
market	position;	(iii)	the	scope,	relevance	and	pricing	of	products	and	services	offered	to	meet	customer	needs	and	demands;	(iv)
the	rate	at	which	we	introduce	new	products	and	services	relative	to	our	competitors;	(v)	customer	satisfaction	with	our	level	of
service;	and	(vi)	industry	and	general	economic	trends.	Failure	to	perform	in	any	of	these	areas	could	significantly	weaken	our
competitive	position,	which	could	adversely	affect	our	growth	and	profitability,	which,	in	turn,	could	have	a	material	adverse
effect	on	our	business,	financial	condition	and	results	of	operations.	Compliance	and	Regulatory	Risks	We	Are	Subject	To
Extensive	Government	Regulation	and	Supervision	and	Related	Enforcement	Powers	and	Other	Legal	Remedies	We,	primarily
through	Cullen	/	Frost,	Frost	Bank	and	certain	non-	bank	subsidiaries,	are	subject	to	extensive	federal	and	state	regulation	and
supervision,	which	vests	a	significant	amount	of	discretion	in	the	various	regulatory	authorities.	Banking	regulations	are
primarily	intended	to	protect	depositors’	funds,	federal	deposit	insurance	funds	and	the	banking	system	as	a	whole,	not



shareholders.	These	regulations	and	supervisory	guidance	affect	our	lending	practices,	capital	structure,	investment	practices,
dividend	policy	,	the	fees	we	can	charge	for	certain	products	or	transactions,	and	growth,	among	other	things.	Congress	and
federal	regulatory	agencies	continually	review	banking	laws,	regulations	and	policies	for	possible	changes.	Changes	to	statutes,
regulations	or	regulatory	policies	or	supervisory	guidance,	including	changes	in	interpretation	or	implementation	of	statutes,
regulations,	policies	or	supervisory	guidance,	have	and	could	continue	to	affect	us	in	substantial	and	unpredictable	ways.	Such
changes	have	and	could	continue	to	subject	us	to	additional	costs,	limit	the	types	of	financial	services	and	products	we	may
offer,	limit	our	ability	to	return	capital	to	shareholders	or	conduct	certain	activities,	and	/	or	increase	the	ability	of	non-	banks	to
offer	competing	financial	services	and	products,	among	other	things.	Failure	to	comply	with	laws,	regulations,	policies	or
supervisory	guidance	could	result	in	enforcement	and	other	legal	actions	by	Federal	or	state	authorities,	including	criminal	and
civil	penalties,	the	loss	of	FDIC	insurance,	the	revocation	of	a	banking	charter,	enforcement	actions	or	sanctions	by	regulatory
agencies,	significant	fines	and	civil	money	penalties	and	/	or	reputational	damage.	In	this	regard,	government	authorities,
including	the	bank	regulatory	agencies,	are	pursuing	aggressive	enforcement	actions	with	respect	to	compliance	and	other	legal
matters	involving	financial	activities,	which	heightens	the	risks	associated	with	actual	and	perceived	compliance	failures.
Directives	issued	to	enforce	such	actions	may	be	confidential	and	thus,	in	some	instances,	we	are	not	permitted	to	publicly
disclose	these	actions.	Litigation	challenging	actions	or	regulations	by	Federal	or	state	authorities	could,	depending	on	the
outcome,	significantly	affect	the	regulatory	and	supervisory	framework	affecting	our	operations.	For	example,	there	is
litigation	pending	to	challenge	the	Federal	Reserve’	s	regulation	on	permissible	interchange	fees	on	the	ground	that	the
regulation	allows	higher	interchange	fees	than	permitted	by	statute,	which,	if	successful,	could	significantly	and
adversely	affect	the	fees	banks	can	charge	on	debit	card	transactions.	Any	of	the	foregoing	could	have	a	material	adverse
effect	on	our	business,	financial	condition	and	results	of	operations.	In	addition,	we	anticipate	increased	face	significant
regulatory	scrutiny,	in	the	course	of	routine	examinations	and	otherwise,	and	new	regulations	in	response	to	recent	negative
developments	in	the	banking	industry,	which	may	increase	our	cost	of	doing	business	and	reduce	our	profitability.	Among	other
things,	there	may	be	increased	focus	by	both	regulators	and	investors	on	deposit	composition,	the	level	of	uninsured	deposits,
brokered	deposits,	unrealized	losses	in	securities	portfolios,	liquidity,	commercial	real	estate	loan	composition	and
concentrations,	and	capital	as	well	as	general	oversight	and	control	of	the	foregoing.	We	could	face	increased	scrutiny	or	be
viewed	as	higher	risk	by	regulators	and	/	or	the	investor	community,	which	could	have	a	material	adverse	effect	on	our	business,
financial	condition	and	results	of	operations.	See	the	sections	captioned	“	Supervision	and	Regulation	”	included	in	Item	1.
Business	and	Note	8-	Capital	and	Regulatory	Matters	in	the	notes	to	consolidated	financial	statements	included	in	Item	8.
Financial	Statements	and	Supplementary	Data	elsewhere	in	this	report.	The	Repeal	Of	Federal	Prohibitions	On	Payment	Of
Interest	On	Demand	Deposits	Could	Increase	Our	Interest	Expense	All	federal	prohibitions	on	the	ability	of	financial	institutions
to	pay	interest	on	demand	deposit	accounts	were	repealed	as	part	of	the	Dodd-	Frank	Act	beginning	in	2011.	As	a	result,	some
financial	institutions	offer	interest	on	demand	deposits	to	compete	for	customers.	Our	interest	expense	will	increase	,	and	our	net
interest	margin	will	decrease	,	if	we	begin	offering	interest	on	demand	deposits	to	attract	additional	customers	or	maintain
current	customers,	which	could	have	a	material	adverse	effect	on	our	business,	financial	condition	and	results	of	operations.	We
Are	Subject	To	Government	Regulation	and	Oversight	Relating	to	Data	and	Privacy	Protection	Our	business	requires	the
collection	and	retention	of	large	volumes	of	customer	data,	including	personally	identifiable	information	in	various	information
systems	that	we	maintain	and	in	those	maintained	by	third	parties	with	whom	we	contract	to	provide	data	services.	We	also
maintain	important	internal	company	data	such	as	personally	identifiable	information	about	our	employees	and	information
relating	to	our	operations.	The	integrity	and	protection	of	that	customer	and	company	data	is	important	to	us.	Our	collection	of
such	customer	and	company	data	is	subject	to	extensive	regulation	and	oversight.	We	are	subject	to	laws	and	regulations	relating
to	the	privacy	of	the	information	of	our	customers,	employees	and	others,	and	any	failure	to	comply	with	these	laws	and
regulations	could	expose	us	to	liability	and	/	or	reputational	damage.	As	new	privacy-	related	laws	and	regulations	are
implemented,	the	time	and	resources	needed	for	us	to	comply	with	such	laws	and	regulations,	as	well	as	our	potential	liability	for
non-	compliance	and	reporting	obligations	in	the	case	of	data	breaches,	may	significantly	increase.	Risks	Related	to	Acquisition
Activity	Potential	Acquisitions	May	Disrupt	Our	Business	and	Dilute	Shareholder	Value	We	generally	seek	merger	or
acquisition	partners	that	are	culturally	similar	and	have	experienced	management	and	possess	either	significant	market	presence
or	have	potential	for	improved	profitability	through	financial	management,	economies	of	scale	or	expanded	services.	Acquiring
other	banks,	businesses,	or	branches	involves	various	risks	commonly	associated	with	acquisitions,	including,	among	other
things,	(i)	potential	exposure	to	unknown	or	contingent	liabilities	of	the	target	company;	(ii)	exposure	to	potential	asset	quality
issues	of	the	target	company;	(iii)	potential	disruption	to	our	business;	(iv)	potential	diversion	of	our	management’	s	time	and
attention;	(v)	the	possible	loss	of	key	employees	and	customers	of	the	target	company;	(vi)	difficulty	in	estimating	the	value	of
the	target	company;	and	(vii)	potential	changes	in	banking	or	tax	laws	or	regulations	that	may	affect	the	target	company.
Acquisitions	typically	involve	the	payment	of	a	premium	over	book	and	market	values,	and,	therefore,	some	dilution	of	our
tangible	book	value	and	net	income	per	common	share	may	occur	in	connection	with	any	future	transaction.	Acquisitions	may
also	result	in	potential	dilution	to	existing	shareholders	of	our	earnings	per	share	if	we	issue	common	stock	in	connection	with
the	acquisition.	Furthermore,	failure	to	realize	the	expected	revenue	increases,	cost	savings,	increases	in	geographic	or	product
presence,	and	/	or	other	projected	benefits	from	an	acquisition	could	have	a	material	adverse	effect	on	our	business,	financial
condition	and	results	of	operations.	Acquisitions	May	Be	Delayed,	Impeded,	Or	Prohibited	Due	To	Regulatory	Issues
Acquisitions	by	financial	institutions,	including	us,	are	subject	to	approval	by	a	variety	of	federal	and	state	regulatory	agencies
(collectively,	“	regulatory	approvals	”).	The	process	for	obtaining	these	required	regulatory	approvals	has	become	substantially
more	difficult	since	the	global	financial	crisis,	and	our	ability	to	engage	in	certain	merger	or	acquisition	transactions	depends	on
the	bank	regulators'	views	at	the	time	as	to	our	capital	levels,	quality	of	management,	and	overall	condition,	in	addition	to	their
assessment	of	a	variety	of	other	factors,	including	our	compliance	with	law.	Regulatory	approvals	could	be	delayed,	impeded,



restrictively	conditioned	or	denied	due	to	existing	or	new	regulatory	issues	we	have,	or	may	have,	with	regulatory	agencies,
including,	without	limitation,	issues	related	to	BSA	Bank	Secrecy	Act	compliance,	CRA	Community	Reinvestment	Act	issues,
fair	lending	laws,	fair	housing	laws,	consumer	protection	laws,	unfair,	deceptive,	or	abusive	acts	or	practices	regulations	and
other	laws	and	regulations.	We	may	fail	to	pursue,	evaluate	or	complete	strategic	and	competitively	significant	acquisition
opportunities	as	a	result	of	our	inability,	or	perceived	or	anticipated	inability,	to	obtain	regulatory	approvals	in	a	timely	manner,
under	reasonable	conditions	or	at	all.	Difficulties	associated	with	potential	acquisitions	that	may	result	from	these	factors	could
have	a	material	adverse	effect	on	our	business,	financial	condition	and	results	of	operations.	Risks	Associated	With	Our
Common	Stock	and	Preferred	Stock	The	Trading	Volumes	In	Our	Common	Stock	and	Preferred	Stock	Are	Less	Than	That	Of
Other	Larger	Financial	Services	Companies	Although	our	common	stock	and	preferred	stock	are	listed	for	trading	on	the	NYSE,
the	trading	volume	in	our	common	stock	is	less	than	that	of	other,	larger	financial	services	companies.	A	public	trading	market
having	the	desired	characteristics	of	depth,	liquidity	and	orderliness	depends	on	the	presence	in	the	marketplace	of	willing
buyers	and	sellers	of	our	common	stock	and	preferred	stock	at	any	given	time.	This	presence	depends	on	the	individual
decisions	of	investors	and	general	economic	and	market	conditions	over	which	we	have	no	control.	Given	the	lower	trading
volumes	of	our	common	stock	and	preferred	stock,	significant	sales	of	our	common	stock	or	our	preferred	stock,	or	the
expectation	of	these	sales,	could	cause	our	stock	prices	to	fall.	Cullen	/	Frost	May	Not	Continue	To	Pay	Dividends	On	Its
Common	Stock	In	The	Future	Holders	of	Cullen	/	Frost	common	stock	are	only	entitled	to	receive	such	dividends	as	its	board	of
directors	may	declare	out	of	funds	legally	available	for	such	payments.	Although	Cullen	/	Frost	has	historically	declared	cash
dividends	on	its	common	stock,	it	is	not	required	to	do	so	and	may	reduce	or	eliminate	its	common	stock	dividend	in	the	future.
This	could	adversely	affect	the	market	price	of	Cullen	/	Frost’	s	common	stock.	Also,	Cullen	/	Frost	is	a	bank	holding	company,
and	its	ability	to	declare	and	pay	dividends	is	dependent	on	certain	federal	regulatory	considerations,	including	the	guidelines	of
the	Federal	Reserve	Board	regarding	capital	adequacy	and	dividends.	As	more	fully	discussed	in	Note	8-	Capital	and	Regulatory
Matters	in	the	notes	to	consolidated	financial	statements	included	in	Item	8.	Financial	Statements	and	Supplementary	Data
elsewhere	in	this	report,	our	ability	to	declare	or	pay	dividends	on	our	common	stock	may	also	be	subject	to	certain	restrictions
in	the	event	that	we	elect	to	defer	the	payment	of	interest	on	our	junior	subordinated	deferrable	interest	debentures	or	do	not
declare	and	pay	dividends	on	our	Series	B	Preferred	Stock.	An	Investment	In	Our	Common	Stock	or	Preferred	Stock	Is	Not	An
Insured	Deposit	Our	common	stock	and	preferred	stock	are	not	bank	deposits	and,	therefore,	are	not	insured	against	loss	by	the
FDIC,	any	other	deposit	insurance	fund	or	by	any	other	public	or	private	entity.	Investment	in	our	common	stock	or	preferred
stock	is	inherently	risky	for	the	reasons	described	in	this	“	Risk	Factors	”	section	and	elsewhere	in	this	report	and	is	subject	to
the	same	market	forces	that	affect	the	price	of	common	stock	or	preferred	stock	in	any	company.	As	a	result,	if	you	acquire	our
common	stock	or	preferred	stock,	you	could	lose	some	or	all	of	your	investment.	Certain	Banking	Laws	May	Have	An	Anti-
Takeover	Effect	Provisions	of	federal	banking	laws,	including	regulatory	approval	requirements,	could	make	it	more	difficult
for	a	third	party	to	acquire	us,	even	if	doing	so	would	be	perceived	to	be	beneficial	to	our	shareholders.	These	provisions
effectively	inhibit	a	non-	negotiated	merger	or	other	business	combination,	which,	in	turn,	could	adversely	affect	the	market
price	of	our	common	stock.	General	Risk	Factors	We	are	Subject	To	Risk	From	Fluctuating	Conditions	In	The	Financial
Markets	and	Economic	and	Political	Conditions	Generally	Our	success	depends,	to	a	certain	extent,	upon	local,	national	and
global	economic	and	political	conditions,	as	well	as	governmental	monetary	policies.	Our	financial	performance	generally,	and
in	particular	the	ability	of	borrowers	to	pay	interest	on	and	repay	principal	of	outstanding	loans	and	the	value	of	collateral
securing	those	loans,	as	well	as	demand	for	loans	and	other	products	and	services	we	offer,	is	highly	dependent	upon	the
business	environment	in	the	markets	where	we	operate,	in	the	State	of	Texas	and	in	the	United	States	as	a	whole.	A	favorable
business	environment	is	generally	characterized	by,	among	other	factors,	economic	growth,	efficient	capital	markets,	low
inflation,	low	unemployment,	high	business	and	investor	confidence,	and	strong	business	earnings.	Unfavorable	or	uncertain
economic	and	market	conditions	can	be	caused	by	a	decline	in	economic	growth	both	in	the	U.	S.	and	internationally;	declines	in
business	activity	or	investor	or	business	confidence;	limitations	on	the	availability	of	or	increases	in	the	cost	of	credit	and
capital;	increases	in	inflation	or	interest	rates;	high	unemployment;	oil	price	volatility;	natural	disasters;	trade	policies	and
tariffs;	or	a	combination	of	these	or	other	factors.	In	addition,	financial	markets	and	global	supply	chains	may	be	adversely
affected	by	the	current	or	anticipated	impact	of	global	wars	/	military	conflict	conflicts	,	including	the	current	wars	in	Ukraine
and	Israel	,	terrorism	or	other	geopolitical	events.	Current	economic	conditions	are	being	heavily	impacted	by	recent	elevated
levels	of	inflation	inflationary	conditions	and	rising	higher	interest	rates	,	the	effects	.	A	prolonged	period	of	inflation	which
may	impact	our	profitability	by	negatively	impacting	our	fixed	costs	and	expenses.	Economic	and	inflationary	pressure	on
consumers	and	uncertainty	regarding	economic	improvement	could	result	in	changes	in	consumer	and	business	spending,
borrowing	and	savings	habits.	Such	conditions	could	have	a	material	adverse	effect	on	the	credit	quality	of	our	loans	and	our
business,	financial	condition	and	results	of	operations.	Federal	budget	deficit	concerns	and	the	potential	for	political	conflict
over	legislation	to	fund	U.	S.	government	operations	and	raise	the	U.	S.	government'	s	debt	limit	may	increase	the
possibility	of	a	default	by	the	U.	S.	government	on	its	debt	obligations,	related	credit-	rating	downgrades,	or	an	economic
recession	in	the	United	States.	Many	of	our	investment	securities	are	issued	by	the	U.	S.	government	and	government
agencies	and	sponsored	entities.	As	a	result	of	uncertain	domestic	political	conditions,	including	potential	future	federal
government	shutdowns,	the	possibility	of	the	federal	government	defaulting	on	its	obligations	for	a	period	of	time	due	to
debt	ceiling	limitations	or	other	unresolved	political	issues,	investments	in	financial	instruments	issued	or	guaranteed	by
the	federal	government	pose	liquidity	risks.	In	connection	with	prior	political	disputes	over	U.	S.	fiscal	and	budgetary
issues	leading	to	the	U.	S.	government	shutdown	in	2023,	Fitch	lowered	its	long-	term	sovereign	credit	rating	on	the	U.	S.
from	AAA	to	AA	.	A	further	downgrade,	or	downgrades	by	other	rating	agencies,	as	well	as	sovereign	debt	issues	facing
the	governments	of	other	countries,	could	have	a	material	adverse	impact	on	financial	markets	and	economic	conditions
in	the	U.	S.	and	worldwide.	Furthermore,	evolving	responses	from	federal	and	state	governments	and	other	regulators,	and	our



customers	or	our	third-	party	partners	or	vendors,	to	new	challenges	such	as	climate	change	have	impacted	and	could	continue	to
impact	the	economic	and	political	conditions	under	which	we	operate	which	could	have	a	material	adverse	effect	on	our
business,	financial	condition	and	results	of	operations.	Changes	In	The	Federal,	State	Or	Local	Tax	Laws	May	Negatively
Impact	Our	Financial	Performance	and	We	Are	Subject	To	Examinations	and	Challenges	By	Tax	Authorities	We	are	subject	to
federal	and	applicable	state	tax	laws	and	regulations.	Changes	in	these	tax	laws	and	regulations,	some	of	which	may	be
retroactive	to	previous	periods,	could	increase	our	effective	tax	rates	and,	as	a	result,	could	negatively	affect	our	current	and
future	financial	performance.	Furthermore,	tax	laws	and	regulations	are	often	complex	and	require	interpretation.	In	the	normal
course	of	business,	we	are	routinely	subject	to	examinations	and	challenges	from	federal	and	applicable	state	tax	authorities
regarding	the	amount	of	taxes	due	in	connection	with	investments	we	have	made	and	the	businesses	in	which	we	have	engaged.
Recently,	federal	Federal	and	state	taxing	authorities	have	been	become	increasingly	aggressive	in	challenging	tax	positions
taken	by	financial	institutions.	These	tax	positions	may	relate	to	tax	compliance,	sales	and	use,	franchise,	gross	receipts,	payroll,
property	and	income	tax	issues,	including	tax	base,	apportionment	and	tax	credit	planning.	The	challenges	made	by	tax
authorities	may	result	in	adjustments	to	the	timing	or	amount	of	taxable	income	or	deductions	or	the	allocation	of	income	among
tax	jurisdictions.	If	any	such	challenges	are	made	and	are	not	resolved	in	our	favor,	they	could	have	a	material	adverse	effect	on
our	business,	financial	condition	and	results	of	operations.	We	May	Need	To	Raise	Additional	Capital	In	The	Future,	and	Such
Capital	May	Not	Be	Available	When	Needed	Or	At	All	We	may	need	to	raise	additional	capital	in	the	future	to	provide	us	with
sufficient	capital	resources	and	liquidity	to	meet	our	commitments	and	business	needs,	particularly	if	our	asset	quality	or
earnings	were	to	deteriorate	significantly.	Our	ability	to	raise	additional	capital,	if	needed,	will	depend	on,	among	other	things,
conditions	in	the	capital	markets	at	that	time,	which	are	outside	of	our	control,	and	our	financial	condition.	Economic	conditions
and	the	loss	of	confidence	in	financial	institutions	may	increase	our	cost	of	funding	and	limit	access	to	certain	customary	sources
of	capital,	including	inter-	bank	borrowings,	repurchase	agreements	and	borrowings	from	the	discount	window	of	the	Federal
Reserve.	We	cannot	assure	that	such	capital	will	be	available	on	acceptable	terms	or	at	all.	Any	occurrence	that	may	limit	our
access	to	the	capital	markets,	such	as	a	decline	in	the	confidence	of	debt	purchasers,	depositors	of	Frost	Bank	or	counterparties
participating	in	the	capital	markets,	or	a	downgrade	of	Cullen	/	Frost’	s	or	Frost	Bank’	s	debt	ratings,	may	adversely	affect	our
capital	costs	and	our	ability	to	raise	capital	and,	in	turn,	our	liquidity.	Moreover,	if	we	need	to	raise	capital	in	the	future,	we	may
have	to	do	so	when	many	other	financial	institutions	are	also	seeking	to	raise	capital	and	would	have	to	compete	with	those
institutions	for	investors.	An	inability	to	raise	additional	capital	on	acceptable	terms	when	needed	could	have	a	materially
adverse	effect	on	our	business,	financial	condition	and	results	of	operations.	Our	Stock	Price	Can	Be	Volatile	Stock	price
volatility	may	make	it	more	difficult	for	you	to	resell	your	common	stock	when	you	want	and	at	prices	you	find	attractive.	Our
stock	price	can	fluctuate	significantly	in	response	to	a	variety	of	factors	including,	among	other	things,	(i)	actual	or	anticipated
variations	in	quarterly	results	of	operations;	(ii)	recommendations	by	securities	analysts;	(iii)	operating	and	stock	price
performance	of	other	companies	that	investors	deem	comparable	to	us;	(iv)	news	reports	relating	to	trends,	concerns	and	other
issues	in	the	financial	services	industry;	(v)	perceptions	in	the	marketplace	regarding	us	and	/	or	our	competitors;	(vi)	new
technology	used,	or	services	offered,	by	competitors;	(vii)	the	issuance	by	us	of	additional	securities,	including	common	stock
and	securities	that	are	convertible	into	or	exchangeable	for,	or	that	represent	the	right	to	receive,	common	stock;	(viii)	sales	of	a
large	block	of	shares	of	our	common	stock	or	similar	securities	in	the	market	after	an	equity	offering,	or	the	perception	that	such
sales	could	occur;	(ix)	significant	acquisitions	or	business	combinations,	strategic	partnerships,	joint	ventures	or	capital
commitments	by	or	involving	us	or	our	competitors;	(x)	failure	to	integrate	acquisitions	or	realize	anticipated	benefits	from
acquisitions;	(xi)	changes	in	government	regulations;	and	(xii)	geopolitical	conditions	such	as	acts	or	threats	of	terrorism	or
military	conflicts.	General	market	fluctuations,	including	real	or	anticipated	changes	in	the	strength	of	the	Texas	economy;
industry	factors	and	general	economic	and	political	conditions	and	events,	such	as	economic	slowdowns	or	recessions;	and
interest	rate	changes,	oil	price	volatility	or	credit	loss	trends	could	also	cause	our	stock	price	to	decrease	regardless	of	operating
results.	Changes	In	Accounting	Standards	Could	Materially	Impact	Our	Financial	Statements	From	time	to	time,	accounting
standards	setters	change	the	financial	accounting	and	reporting	standards	that	govern	the	preparation	of	our	financial	statements.
These	changes	can	be	difficult	to	predict	and	can	materially	impact	how	we	record	and	report	our	financial	condition	and	results
of	operations.	In	some	cases,	we	could	be	required	to	apply	a	new	or	revised	standard	retroactively,	resulting	in	changes	to
previously	reported	financial	results	or	a	cumulative	charge	to	retained	earnings.	See	Note	19-	Accounting	Standards	Updates	in
the	notes	to	consolidated	financial	statements	included	in	Item	8.	Financial	Statements	and	Supplementary	Data	elsewhere	in	this
report	for	further	information	regarding	pending	accounting	standards	updates.	We	May	Not	Be	Able	To	Attract	and	Retain
Skilled	People	Our	success	depends,	in	large	part,	on	our	ability	to	attract	and	retain	key	people.	Competition	for	the	best	people
in	many	activities	engaged	in	by	us	is	intense	including	with	respect	to	compensation	and	emerging	workplace	practices,
accommodations	and	remote	work	options,	and	we	may	not	be	able	to	hire	people	or	to	retain	them.	We	do	not	currently	have
employment	agreements	or	non-	competition	agreements	with	any	of	our	senior	officers.	The	unexpected	loss	of	services	of	key
personnel	could	have	a	material	adverse	impact	on	our	business,	financial	condition	and	results	of	operations	because	of	their
customer	relationships,	skills,	knowledge	of	our	market,	years	of	industry	experience	and	the	difficulty	of	promptly	finding
qualified	replacement	personnel.	In	addition,	the	scope	and	content	of	U.	S.	banking	regulators'	policies	on	incentive
compensation,	as	well	as	changes	to	these	policies,	could	adversely	affect	our	ability	to	hire,	retain	and	motivate	our	key
employees.	Severe	Weather,	Natural	Disasters,	Acts	Of	War	Or	Terrorism	and	Other	Adverse	External	Events	Could
Significantly	Impact	Our	Business	and	Our	Customers	Severe	weather,	natural	disasters,	acts	of	war	or	terrorism	and	other
adverse	external	events	could	have	a	significant	impact	on	our	ability	to	conduct	business.	In	addition,	such	events	could	affect
the	stability	of	our	deposit	base,	impair	the	ability	of	borrowers	to	repay	outstanding	loans,	impair	the	value	of	collateral
securing	loans,	cause	significant	property	damage,	result	in	loss	of	revenue	and	/	or	cause	us	to	incur	additional	expenses.
Furthermore,	the	occurrence	of	any	such	event	in	the	future	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.	Climate	Change	Could	Have	a	Material
Negative	Impact	on	Us	and	Our	Customers	Our	business,	as	well	as	the	operations	and	activities	of	our	customers,	could	be
negatively	impacted	by	climate	change.	Climate	change	presents	both	immediate	and	long-	term	risks	to	us	and	our	customers
and	these	risks	are	expected	to	increase	over	time.	Climate	changes	-	change	presents	multi-	faceted	risks,	including	(i)
operational	risk	from	the	physical	effects	of	climate	events	on	our	facilities	and	other	assets	as	well	as	those	of	our	customers;
(ii)	credit	risk	from	borrowers	with	significant	exposure	to	climate	risk;	and	(iii	)	legal,	regulatory	and	compliance	risks
arising	from	the	policy,	legal	and	regulatory	changes	associated	with	the	transition	to	a	less	carbon-	dependent	economy;
and	(iv	)	reputational	risk	from	stakeholder	concerns	about	our	practices	related	to	climate	change,	our	carbon	footprint	and	our
business	relationships	with	customers	who	operate	in	carbon-	intensive	industries	,	and	from	negative	public	opinion	related
to	any	of	our	actions	or	inaction	in	response	to	climate	change	and	our	climate	change	strategy.	The	risks	associated	with
climate	change	are	rapidly	changing	and	evolving	in	an	escalating	fashion,	making	them	difficult	to	assess	due	to	limited
data	.	Our	business,	reputation	and	ability	to	attract	and	retain	employees	may	also	be	harmed	if	our	response	to	climate	change
is	perceived	to	be	ineffective	or	insufficient.	Climate	change	exposes	us	and	our	customers	to	physical	risk	as	its	effects	may
lead	to	more	frequent	and	more	extreme	weather	events,	such	as	prolonged	droughts	or	flooding,	tornados,	hurricanes,	wildfires
and	extreme	seasonal	weather;	and	longer-	term	shifts,	such	as	increasing	average	temperatures,	ozone	depletion	and	rising	sea
levels.	Such	events	and	long-	term	shifts	may	damage,	destroy	or	otherwise	impact	the	value	or	productivity	of	our	properties
and	other	assets;	increase	the	premiums	for	and	reduce	the	availability	of	insurance;	and	/	or	disrupt	our	operations	and	other
activities	through	prolonged	outages.	Such	events	and	long-	term	shifts	may	also	have	a	significant	impact	on	our	customers,
which	could	amplify	credit	risk	by	diminishing	borrowers’	repayment	capacity	or	collateral	values,	and	other	businesses	and
counterparties	with	whom	we	transact,	which	could	have	a	broader	impact	on	the	economy,	supply	chains	and	distribution
networks.	Climate	change	also	exposes	us	and	our	customers	to	transition	risks	associated	with	the	transition	to	a	less	carbon-
dependent	economy.	Transition	risks	may	result	from	changes	in	policies;	laws	and	regulations;	technologies;	and	/	or	market
preferences	to	address	climate	change.	Such	changes	could	materially,	negatively	impact	our	business,	results	of	operations,
financial	condition	and	/	or	our	reputation,	in	addition	to	having	a	similar	impact	on	our	customers.	We	have	customers	who
operate	in	carbon-	intensive	industries	like	oil	and	gas	that	are	exposed	to	climate	risks,	such	as	those	risks	related	to	the
transition	to	a	less	carbon-	dependent	economy,	as	well	as	customers	who	operate	in	low-	carbon	industries	that	may	be	subject
to	risks	associated	with	new	technologies.	Federal	and	state	banking	regulators	and	supervisory	authorities,	investors	and	other
stakeholders	have	increasingly	viewed	financial	institutions	as	important	in	helping	to	address	the	risks	related	to	climate	change
both	directly	and	with	respect	to	their	customers,	which	may	result	in	financial	institutions	coming	under	increased	pressure
regarding	the	disclosure	and	management	of	their	climate	risks	and	related	lending	and	investment	activities.	Given	that	climate
change	could	impose	systemic	risks	upon	the	financial	sector,	either	via	disruptions	in	economic	activity	resulting	from	the
physical	impacts	of	climate	change	or	changes	in	policies	as	the	economy	transitions	to	a	less	carbon-	intensive	environment,	we
face	regulatory	risk	of	increasing	focus	on	our	resilience	to	climate-	related	risks,	including	in	the	context	of	stress	testing	for
various	climate	stress	scenarios.	Ongoing	legislative	or	regulatory	uncertainties	and	changes	regarding	climate	risk	management
and	practices	may	result	in	higher	regulatory,	compliance,	credit	and	reputational	risks	and	costs	,	and	may	subject	us	to
different	and	potentially	conflicting	requirements	.


