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Item 1. Financial Statements

PART I - FINANCIAL INFORMATION

NORTHERN TRUST CORPORATION

CONSOLIDATED BALANCE SHEET

September 30
($ In Millions Except Share Information) 2009
(Unaudited)

Assets
Cash and Due from Banks $ 2,885.9
Federal Funds Sold and Securities Purchased under Agreements to Resell 53.8
Time Deposits with Banks 14,155.8
Federal Reserve Deposits and Other Interest-Bearing 9,924.7
Securities
Available for Sale 16,260.4
Held to Maturity (Fair value - $1,215.5 at Sept. 2009, $1,156.1 at Dec. 2008, $1,142.7 at
Sept. 2008) 1,186.5
Trading Account 10.0
Total Securities 17,456.9
Loans and Leases
Commercial and Other 17,304.7
Residential Mortgages 10,818.2
Total Loans and Leases (Net of unearned income - $499.6 at Sept. 2009, $539.5 at Dec. 2008,
and $541.7 at Sept. 2008) 28,122.9
Reserve for Credit Losses Assigned to Loans and Leases (307.8)
Buildings and Equipment 542.7
Client Security Settlement Receivables 787.1
Goodwill 401.4
Other Assets 3,878.1
Total Assets $ 77,901.5
Liabilities
Deposits
Demand and Other Noninterest-Bearing $  7,623.1
Savings and Money Market 12,882.7
Savings Certificates 2,773.2
Other Time 1,256.8
Non U.S. Offices - Noninterest-Bearing 2,516.2

- Interest-Bearing 28,272.1
Total Deposits 55,324.1
Federal Funds Purchased 6,703.6
Securities Sold Under Agreements to Repurchase 7171
Other Borrowings 914.3
Senior Notes 1,557.0

December 31
2008

$ 26482
169.0
16,721.0
9,403.8

14,414.4

1,154.1
23

15,570.8

20,374.0
10,381.4

30,755.4

(229.1)
506.6
709.3
389.4

5,409.2

$ 82,053.6

$ 11,823.6
9,079.2
2,606.8

801.6
2,855.7
35,239.5

62,406.4

1,783.5
1,529.1

736.7
1,052.6

September 30
2008
(Unaudited)

$ 37757
869.9
25,187.9
21.2

12,195.2

1,155.2
8.7

13,359.1

19,912.6
9,957.6

29,870.2

(194.7)
492.9
857.0
410.0

4,594.8

$ 79,2440

$ 7,004.5
8,104.7
2,177.4

639.6
3,452.5
41,060.4

62,439.1

1,500.0
1,012.7

271.3
1,038.2
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Long-Term Debt 2,907.6 3,293.4 3,267.6
Floating Rate Capital Debt 276.7 276.7 276.6
Other Liabilities 3,277.8 4,585.8 4,602.5
Total Liabilities 71,678.2 75,664.2 74,408.0

Stockholders Equity

Preferred Stock - Series B (Net of discount of $74.7) 1,501.3
Common Stock, $1.66 2 /3 Par Value; Authorized 560,000,000 shares; Outstanding

241,505,420 shares at September 2009, 223,263,132 shares at December 2008 and 223,034,210

shares at September 2008 408.6 379.8 379.8

Additional Paid-In Capital 893.9 178.5 105.9

Retained Earnings 5,443.3 5,091.2 4,821.1

Accumulated Other Comprehensive Income (Loss) (313.1) (494.9) (190.2)
Treasury Stock - (at cost, 3,666,104 shares at September 2009, 4,658,392 shares at

December 2008, and 4,887,314 shares at September 2008) (209.4) (266.5) (280.6)
Total Stockholders Equity 6,223.3 6,389.4 4,836.0

Total Liabilities and Stockholders Equity $ 77,9015 $ 82,0536 $ 79,244.0
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NORTHERN TRUST CORPORATION

CONSOLIDATED STATEMENT OF INCOME

(UNAUDITED)

($ In Millions Except Per Share Information)

Noninterest Income

Trust, Investment and Other Servicing Fees $
Foreign Exchange Trading Income

Security Commissions and Trading Income

Treasury Management Fees

Gain on Visa Share Redemption

Other Operating Income

Security Gains and (Losses), including Other-Than-Temporary-Impairment
(OTTI) Losses, net

Less: OTTI Recognized in Other Comprehensive Income

Total Investment Security Gains (Losses), net
Total Noninterest Income

Net Interest Income
Interest Income
Interest Expense

Net Interest Income
Provision for Credit Losses

Net Interest Income after Provision for Credit Losses

Noninterest Expenses
Compensation

Employee Benefits

Outside Services

Equipment and Software Expense
Occupancy Expense

Visa Indemnification Charges
Other Operating Expenses

Total Noninterest Expenses

Income (Loss) before Income Taxes
Provision (Benefit) for Income Taxes

Net Income (Loss) $
Net Income (Loss) Applicable to Common Stock $
Per Common Share

Net Income (Loss) - Basic $

- Diluted
Cash Dividends Declared

Three Months
Ended September 30
2009 2008
523.1 4749 $
92.9 141.8
12.9 19.2
194 17.6
351 36.2
35.5) (16.9)
31.5
4.0) (16.9)
679.4 672.8
333.2 640.9
94.9 387.5
238.3 253.4
60.0 25.0
178.3 228.4
283.6 230.3
59.6 52.4
108.7 106.5
65.6 60.7
45.3 41.8
17.8) 30.0
54.2 632.3
599.2 1,154.0
258.5 (252.8)
70.6 (104.5)
187.9 (148.3) $
187.9 (148.3) $
77 (.66) $
a7 (.66)
28 28

Nine Months
Ended September 30
2009 2008
1,5352 §$ 1,646.8
358.3 381.6
46.5 57.4
61.6 53.4
167.9
100.4 102.8
(114.7) (11.9)
93.6
(21.1) (11.9)
2,080.9 2,398.0
1,081.7 1,906.9
316.1 1,163.9
765.6 743.0
175.0 55.0
590.6 688.0
830.0 822.5
187.1 172.4
306.5 306.6
188.5 171.8
127.5 122.9
(17.8) (46.1)
73.6 782.5
1,695.4 2,332.6
976.1 753.4
312.2 300.9
6639 $ 452.5
5528 $ 452.5
235 §$ 2.03
2.34 2.00
84 .84
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Average Number of Common Shares Outstanding - Basic 241,415,698 221,899,198 233,475,552 220,944,632
- Diluted 242,631,248 221,899,198 234,526,417 224,240,453

NORTHERN TRUST CORPORATION

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(UNAUDITED)
Three Months Nine Months
Ended September 30 Ended September 30
(In Millions) 2009 2008 2009 2008
Net Income $ 1879 $ (148.3) $ 6639 $ 452.5
April 1 Cumulative Effect Adjustment from New Accounting Standard 9.5)
Other Comprehensive Income (Loss) (net of tax and reclassifications)
Security OTTI Losses Recognized in Other Comprehensive Income 3.1) 42.4)
Other Unrealized Gains (Losses) on Securities, net 44.0 (32.4) 209.7 (101.8)
Unrealized Gains (Losses) on Cash Flow Hedge Designations, net 1.9) 2.2) 159 2.7)
Foreign Currency Translation Adjustments 2.1) 9.0) (.8) 1.7)
Pension and Other Postretirement Benefit Adjustments 34 1.8 8.9 6.3
Other Comprehensive Income (Loss) 40.3 (41.8) 191.3 (99.9)
Comprehensive Income $ 2282 $ (190.1) $ 8457 $ 352.6
3
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NORTHERN TRUST CORPORATION

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS

(UNAUDITED)

(In Millions)

Preferred Stock

Balance at January 1

Redemption of Preferred Stock, Series B
Discount Accretion - Preferred Stock

Balance at September 30

Common Stock
Balance at January 1
Common Stock Issuance

Balance at September 30

Additional Paid-in Capital

Balance at January 1

Common Stock Issuance

Repurchase of Warrant to Purchase Common Stock
Treasury Stock Transactions - Stock Options and Awards
Stock Options and Awards - Amortization

Stock Options and Awards - Tax Benefits

Balance at September 30

Retained Earnings

Balance at January 1

April 1 Cumulative Effect of Applying FSP FAS 115-2 (ASC 320-10)
Net Income

Dividends Declared - Common Stock

Dividends Declared - Preferred Stock

Discount Accretion - Preferred Stock

Balance at September 30

Accumulated Other Comprehensive Income (Loss)

Balance at January 1

April 1 Cumulative Effect of Applying FSP FAS 115-2 (ASC 320-10)
Other Comprehensive Income (Loss)

Balance at September 30

Treasury Stock

Balance at January 1
Stock Options and Awards
Stock Purchased

Balance at September 30

EQUITY
Nine Months
Ended September 30
2009 2008
$ 1,501.3
(1,576.0)
74.7
379.8 379.8
28.8

408.6 379.8

178.5 69.1

805.3

(87.0)

(31.2) (26.7)

24.4 29.9

3.9 33.6

893.9 105.9

5,091.2 4,556.2
9.5

663.9 452.5
(200.0) (187.6)

(46.6)

(74.7)

5,443.3 4,821.1
(494.9) (90.3)
9.5)

191.3 (99.9)
(313.1) (190.2)
(266.5) (405.7)

68.9 195.8

(11.8) (70.7)

(209.4) (280.6)
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Total Stockholders Equity at September 30 $ 6,223.3 $4,836.0
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NORTHERN TRUST CORPORATION
CONSOLIDATED STATEMENT OF CASH FLOWS

(UNAUDITED)

(In Millions)

Cash Flows from Operating Activities:

Net Income

Adjustments to Reconcile Net Income to Net Cash Provided by Operating Activities:
Provision for Credit Losses

Client Support-Related (Benefit) Charges

Capital Support Agreement Payments

Depreciation on Buildings and Equipment

Amortization of Computer Software

Investment Security Losses, net

Amortization of Intangibles

Decrease in Receivables

Decrease in Interest Payable

Amortization and Accretion of Securities and Unearned Income
Excess Tax Benefits from Stock Incentive Plans

Net Increase in Trading Account Securities

Visa Indemnification Charges

Other Operating Activities, net

Net Cash Provided by Operating Activities

Cash Flows from Investing Activities:

Net Decrease in Federal Funds Sold and Securities Purchased under Agreements to Resell
Net (Increase) Decrease in Time Deposits with Banks

Net (Increase) Decrease in Federal Reserve Deposits and Other Interest-Bearing Assets
Purchases of Securities-Held to Maturity

Proceeds from Maturity and Redemption of Securities-Held to Maturity

Purchases of Securities-Available for Sale

Proceeds from Sale, Maturity and Redemption of Securities-Available for Sale

Net (Increase) Decrease in Loans and Leases

Purchases of Buildings and Equipment, net

Purchases and Development of Computer Software

Net Increase in Client Security Settlement Receivables

Other Investing Activities, net

Net Cash Provided by (Used in) Investing Activities

Cash Flows from Financing Activities:

Net Increase (Decrease) in Deposits

Net Increase in Federal Funds Purchased

Net Decrease in Securities Sold under Agreements to Repurchase
Net Increase (Decrease) in Short-Term Other Borrowings
Proceeds from Term Federal Funds Purchased
Repayments of Term Federal Funds Purchased

Proceeds from Senior Notes & Long-Term Debt
Repayments of Senior Notes & Long-Term Debt
Treasury Stock Purchased

Net Proceeds from Stock Options

Nine Months
Ended September 30
2009 2008
$ 663.9 $ 452.5
175.0 55.0
(121.3) 571.4
(66.7)
70.4 63.4
94.7 81.9
21.1 11.9
12.0 13.7
63.7 88.1
(22.4) 9.7)
37.7) (10.6)
3.9 (33.6)
(7.7) (5.6)
17.8) (46.1)
(130.8) (313.1)
692.5 919.2
115.2 2,920.8
2,565.2 (3,927.9)
(520.9) 3
(164.2) (165.6)
150.9 160.1
(12,239.4) (10,430.9)
10,695.3 5,809.2
2,507.2 (4,528.6)
(106.6) (64.4)
(137.0) (157.6)
(77.8) (293.9)
232.9 (171.8)
3,020.8 (10,850.3)
(7,082.3) 11,226.0
4,920.1 34.2
(812.0) (750.9)
42.0 (1,804.6)
11,921.5 84.7
(11,785.5) (118.7)
500.0 1,863.1
(371.8) (859.5)
(8.6) (63.9)
34.6 159.1
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Excess Tax Benefits from Stock Incentive Plans 3.9 33.6
Cash Dividends Paid on Common Stock 192.7) (185.4)
Proceeds from Common Stock Issuance 834.1

Cash Dividends Paid on Preferred Stock (46.6)

Redemption of Preferred Stock - Series B (1,576.0)

Repurchase of Warrant to Purchase Common Stock (87.0)

Other Financing Activities, net 146.9 281.6
Net Cash Provided by (Used in) Financing Activities (3,559.4) 9,899.3
Effect of Foreign Currency Exchange Rates on Cash 83.8 (114.1)
Increase (Decrease) in Cash and Due from Banks 237.7 (145.9)
Cash and Due from Banks at Beginning of Year 2,648.2 3,921.6
Cash and Due from Banks at End of Period $ 2,885.9 $ 3,775.7

Supplemental Disclosures of Cash Flow Information:
Interest Paid $ 3385 $ 1,173.6
Income Taxes Paid 301.1 288.2

10
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Notes to Consolidated Financial Statements

1. Basis of Presentation The consolidated financial statements include the accounts of Northern Trust Corporation (Corporation) and its
subsidiaries (collectively, Northern Trust), all of which are wholly-owned. Significant intercompany balances and transactions have been
eliminated. The consolidated financial statements, as of and for the periods ended September 30, 2009 and 2008, have not been audited by the
Corporation s independent registered public accounting firm. In the opinion of management, all accounting entries and adjustments, including
normal recurring accruals, necessary for a fair presentation of the financial position and the results of operations for the interim periods have
been made. Events occurring subsequent to the date of the balance sheet have been evaluated for potential recognition or disclosure in the
consolidated financial statements through October 30, 2009, the date of the filing of the consolidated financial statements with the Securities and
Exchange Commission. For a description of Northern Trust s significant accounting policies, refer to Note 1 of the Notes to Consolidated
Financial Statements in the 2008 Annual Report to Shareholders.

2. Recent Accounting Pronouncements In June 2009, the Financial Accounting Standards Board (FASB) issued Statement of Financial
Accounting Standards (SFAS) No. 168, The FASB Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting
Principles a replacement of FASB Statement No. 162. (FASB Accounting Standards Codification (ASC) Topic 105, Generally Accepted
Accounting Principles ). Upon adoption as of September 30, 2009, FASB ASC Topic 105 is the sole source of authoritative U.S. Generally
Accepted Accounting Principles (GAAP) recognized by the FASB. FASB ASC Topic 105 does not alter existing GAAP and its adoption as of
September 30, 2009 had no impact on Northern Trust s consolidated financial position or results of operations.

In June 2009, the FASB issued SFAS No. 166, Accounting for Transfers of Financial Assets - an amendment of FASB Statement No. 140
(FASB ASC Topic 860, Transfers and Servicing ). SFAS No. 166 amends SFAS No. 140 to improve the relevance and comparability of the
information that a reporting entity provides in its financial statements about a transfer of financial assets; the effects of a transfer on its financial
position, financial performance, and cash flows; and the transferor s continuing involvement, if any, in transferred financial assets. SFAS No. 166
is effective for interim and annual reporting periods that begin after November 15, 2009. Northern Trust is currently assessing the impact of the
adoption of SFAS No. 166; however, its impact on Northern Trust s consolidated financial position and results of operations is not expected to be
material.

In June 2009, the FASB issued SFAS No. 167, Amendments to FASB Interpretation No. 46(R) (FASB ASC Topic 810, Consolidations ). SFAS
No. 167 significantly changes the criteria for determining whether the consolidation of a variable interest entity is required. SFAS No. 167 also
addresses the effect of changes required by SFAS No. 166 on FASB Interpretation No. 46(R), Consolidation of Variable Interest Entities (FASB
ASC Topic 860, Transfers and Servicing ), and concerns regarding the application of certain provisions of Interpretation No. 46(R), including
concerns that the accounting and disclosures under the Interpretation do not always provide timely and useful information about an entity s
involvement in a variable interest entity. SFAS No. 167 is effective for

11
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Notes to Consolidated Financial Statements (continued)

interim and annual reporting periods that begin after November 15, 2009. Northern Trust is currently analyzing the statement and actively
monitoring ongoing discussions among industry participants, accounting standard setters, and banking regulators regarding differing
interpretations of its requirements. Significant interpretative issues remain open regarding when investment managers such as Northern Trust are
required to consolidate certain assets in funds that they manage. Based on Northern Trust s preliminary assessment, the value of assets in funds
that may need to be consolidated is likely to be immaterial. Northern Trust will continue to closely monitor and evaluate the resolution of open
questions regarding the statement as they could have a significant bearing on the impact of Northern Trust s adoption of SFAS No. 167.

In August 2009, the FASB issued Accounting Standard Update (ASU) 2009-05, Measuring Liabilities at Fair Value (ASU 2009-05). ASU
2009-05 reiterates that the definition of fair value for a liability is the price that would be paid to transfer it in an orderly transaction between
market participants at the measurement date and that a company must consider its own nonperformance risk, including its own credit risk, in
fair-value measurements of liabilities. ASU 2009-05 is effective for interim and annual reporting periods that begin after August 27, 2009 and
applies to all fair value measurements of liabilities required by FASB ASC Topic 820 (previously, SFAS No. 157, Fair Value Measurements and
Disclosures ). No new fair value measurements are required by the new guidance. Adoption of ASU 2009-05 as of October 1, 2009 is not
expected to have a material impact on Northern Trust s consolidated financial position or results of operations.

In September 2009, the FASB issued ASU 2009-12, Investments in Certain Entities That Calculate Net Asset Value per Share (or Its Equivalent)

(ASU 2009-12). ASU 2009-12 allows investors to use net asset value to estimate the fair value of investments in investment companies that do

not have a readily determinable fair value if the investees have the attributes of investment companies and the net asset values or their

equivalents are calculated consistent with the AICPA Audit and Accounting Guide, Investment Companies. This methodology is considered a
practical expedient as the fair-value measurement guidance in FASB ASC Topic 820, Fair Value Measurements and Disclosures (previously,

SFAS No. 157, Fair Value Measurements ) defines an asset s fair value as its current exit price. ASU 2009-12 has limitations and disclosure

requirements about the nature and terms of the investments within the scope of the new guidance. ASU 2009-12 is effective for interim and

annual reporting periods that begin after December 15, 2009. Adoption of ASU 2009-12 is not expected to have a material impact on Northern

Trust s consolidated financial position or results of operations.

12
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Notes to Consolidated Financial Statements (continued)

3. Fair Value Measurements Fair Value Hierarchy. The following describes the hierarchy of inputs used to measure fair value and the
primary valuation methodologies used by Northern Trust for financial instruments measured at fair value on a recurring basis. The hierarchy of
valuation inputs (Levels 1, 2, and 3) is based on the extent to which the inputs are observable in the marketplace. Observable inputs reflect
market data obtained from sources independent of the reporting entity; unobservable inputs reflect the entity s own assumptions about how
market participants would value an asset or liability based on the best information available.

Level 1. Quoted, active market prices for identical assets or liabilities.

Northern Trust s Level 1 assets and liabilities include available for sale investments in U.S. treasury securities, seed investments for the
development of managed fund products consisting of common stock and securities sold but not yet purchased, and U.S. treasury securities held
to fund employee benefit and deferred compensation obligations.

Level 2. Observable inputs other than Level 1 prices, such as quoted active market prices for similar assets or liabilities, quoted prices for
identical or similar assets in inactive markets, and model-derived valuations in which all significant inputs are observable in active markets.

Northern Trust s Level 2 assets include available for sale and trading account investments in government sponsored agency securities,
asset-backed securities, obligations of states and political subdivisions, corporate debt securities, and non-U.S. government securities, the fair
values of which are modeled by external pricing vendors or, in limited cases, modeled internally, using a discounted cash flow approach that
incorporates current market yield curves and assumptions regarding anticipated prepayments and defaults.

Level 2 assets and liabilities also include derivative contracts such as foreign exchange, interest rate, and credit default swap contracts that are
valued using widely accepted models that incorporate inputs readily observable in actively quoted markets and do not require significant
judgment. Inputs to these models reflect the contractual terms of the contracts and, based on the type of instrument, can include foreign
exchange rates, interest rates, credit spreads, and volatility inputs. Northern Trust evaluated the impact of counterparty credit risk and its own
credit risk on the valuation of its derivative instruments. Factors considered included the likelihood of default by Northern Trust and its
counterparties, the remaining maturities of the instruments, net exposures after giving effect to master netting agreements, available collateral,
and other credit enhancements in determining the appropriate fair value of Northern Trust s derivative instruments. The resulting valuation
adjustments are not considered material. Level 2 other assets represent investments in mutual funds held to fund employee benefit and deferred
compensation obligations. These investments are valued at the funds net asset values.

13



Edgar Filing: NORTHERN TRUST CORP - Form 10-Q

Notes to Consolidated Financial Statements (continued)

Level 3. Valuation techniques in which one or more significant inputs are unobservable in the marketplace.

Northern Trust s Level 3 assets consist of auction rate securities purchased from Northern Trust clients. The lack of activity in the auction rate
security market has limited the amount of observable market inputs to use in determining fair value. Therefore, Northern Trust has incorporated
its own assumptions about future cash flows and appropriate discount rates adjusted for credit and liquidity factors. In developing these
assumptions, Northern Trust incorporated the contractual terms of the securities, the types of collateral, any credit enhancements available, and
relevant market data, where available. Northern Trust s Level 3 liabilities include capital support agreements (Capital Support Agreements) with
certain entities for which Northern Trust acts as investment advisor, which are discussed in further detail in Note 17. These agreements are
valued based on an option pricing model which incorporates agreement-specific assumptions, the value of covered investments, and future
volatility assumptions of underlying assets in the affected entities. Level 3 liabilities also include financial guarantees relating to standby letters
of credit and a net estimated liability for Visa related indemnifications, discussed in further detail in Notes 18 and 13, respectively, the fair
values of which are based on available market data and significant management judgment.

14
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Notes to Consolidated Financial Statements (continued)

The following presents assets and liabilities measured at fair value on a recurring basis as of September 30, 2009 and December 31, 2008,

segregated by fair value level.

(In Millions)

September 30, 2009

Securities

Available for Sale

U.S. Government

Obligations of States and Political Subdivisions
Government Sponsored Agency
Corporate Debt

Residential Mortgage-Backed
Other Asset-Backed

Auction Rate

Other

Total
Trading Account
Total

Other Assets
Derivatives
All Other

Total
Total Assets at Fair Value

Other Liabilities
Derivatives
All Other

Total Liabilities at Fair Value

December 31, 2008

Securities

Available for Sale

U.S. Government

Obligations of States and Political Subdivisions
Government Sponsored Agency

Corporate Debt

Residential Mortgage-Backed

Other Asset-Backed

Auction Rate

Other

Total

Level 1 Level 2

$ 737 $
46.1
11,289.6
2,723.5
336.0
1,044.7

296.2
73.7 15,736.1
10.0

73.7 15,746.1

3,059.0
65.8 31.1

65.8 3,090.1

$139.5 $18,836.2

$ $ 2,979.8
3.7

$ 37 $ 29798

$ 199 $
31.6
11,261.4
739.6
439.3
1,133.3

336.2

19.9 13,941.4

Level 3

450.6

450.6

450.6

$ 450.6
$126.1

95.3

$2214

453.1

453.1

Netting *

(911.8)

(911.8)

$ (911.8)

$ (1,591.2)

$ (1,591.2)

Assets/Liabilities
Fair Value

$ 73.7
46.1

11,289.6
2,723.5

336.0

1,044.7

450.6

296.2

16,260.4
10.0

16,270.4

2,147.2
96.9

2,244.1

$ 18,514.5

$ 1,514.7
99.0

$ 1,613.7

$ 19.9
31.6

11,261.4

739.6

439.3

1,133.3

453.1

336.2

14,414.4
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Trading Account 23 23
Total 19.9 13,943.7 453.1 14,416.7
Other Assets

Derivatives 4,968.7 (1,649.0) 3,319.7
All Other 58.5 27.2 85.7
Total 58.5 4,995.9 (1,649.0) 3,405.4
Total Assets at Fair Value $ 784 $18,939.6 $453.1 $(1,649.0) $ 17,822.1
Other Liabilities

Derivatives $ $ 4466.5 $314.1 $(1,649.0)0 $ 3,131.6
All Other 33 104.2 107.5
Total Liabilities at Fair Value $ 33 $ 44665 $4183 $(1,649.0) $ 3,239.1

* As permitted under GAAP, Northern Trust has elected to net derivative assets and liabilities when legally enforceable master netting
agreements exist. As of September 30, 2009, derivative assets and liabilities have been further reduced by $221.2 million and $900.6 million,
respectively, as a result of cash collateral received from and deposited with derivative counterparties.

10
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Notes to Consolidated Financial Statements (continued)

The following presents the changes in Level 3 asset and liabilities for the three and nine months ended September 30, 2009 and 2008.

Securities Other Liabilities
(In Millions) Available for Sale (1) Derivatives(2) All Other (3)
Three Months Ended September 30 2009 2008 2009 2008 2009 2008
Fair Value at June 30 $ 4745 $ $(1256) $ 99 $113.0) $ 93.7
Realized and Unrealized Gains (Losses)
Included in Earnings .6(4) (.5) 313.9 19.5 27.6
Included in Other Comprehensive Income 8
Purchases, Sales, Issuances, and Settlements (24.1) (1.8) 7.7
Fair Value at September 30 $ 450.6 $ $(126.1) $323.8 $ (95.3) $129.0
Nine Months Ended September 30
Fair Value at January 1 $ 453.1 $ $(3141) $ $(104.2) $1629
Realized and Unrealized Gains (Losses)
Included in Earnings 3.34) 121.3 323.8 23.3 (52.4)
Included in Other Comprehensive Income 36.1
Purchases, Sales, Issuances, and Settlements (35.3) 66.7 (14.4) 18.5
Fair Value at September 30 $ 450.6 $ $(126.1) $323.8 $ (95.3) $129.0

(1) Amounts reflect changes in the fair value of auction rate securities.

(2)  Amounts reflect changes in the fair value of the Capital Support Agreements.

(3) Amounts reflect changes in the fair values of standby letters of credit and the net estimated liability for Visa related indemnifications.

(4) Represents gains realized on the redemptions of auction rate securities by the issuers that are included within investment security gains
(losses), net, in the consolidated statement of income.

Realized and unrealized gains and losses related to Level 3 other liabilities are included in other operating income or expense. Of the total

realized and unrealized gains and losses included in earnings for the three and nine months ended September 30, 2009, losses of $.5 million and

net gains of $29.4 million, respectively, relating to the valuation of the Corporation s estimated liability under the Capital Support Agreements at

September 30, 2009 were unrealized.

Impaired loans whose valuation was determined based on available collateral are classified as nonrecurring Level 3 assets. During the three and
nine months ended September 30, 2009, respectively, Northern Trust provided an additional $6.5 million and $36.4 million, respectively, in
specific reserves for credit losses to adjust impaired loans to their total estimated fair value of $22.0 million and $82.1 million, respectively.
Reserves were based on the fair value of the loans collateral as supported by third party appraisals, discounted to reflect management s judgment
as to the realizable value of the collateral.

11
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Notes to Consolidated Financial Statements (continued)

Fair Value of Financial Instruments. GAAP requires disclosure of the estimated fair value of certain financial instruments and the methods
and significant assumptions used to estimate fair value. It excludes from its scope nonfinancial assets and liabilities, as well as a wide range of
franchise, relationship, and intangible values that add value to Northern Trust. Accordingly, the fair value disclosures presented below provide
only a partial estimate of the fair value of Northern Trust. Financial instruments that are recorded at fair value on Northern Trust s consolidated
balance sheet have been discussed above. The following methods and assumptions were used in estimating the fair values of financial
instruments that are not carried at fair value.

Held to Maturity Securities. The fair values of held to maturity securities are modeled by external pricing vendors or, in limited cases, modeled
internally, using a discounted cash flow approach that incorporates current market yield curves and assumptions regarding anticipated
prepayments and defaults.

Loans (excluding lease receivables). The fair values of one-to-four family residential mortgages were based on quoted market prices of similar
loans sold, adjusted for differences in loan characteristics. The fair values of the remainder of the loan portfolio were estimated using a
discounted cash flow method in which the interest component of the discount rate used was the rate at which Northern Trust would have
originated the loan had it been originated as of the date of the consolidated financial statements. The fair values of all loans were adjusted to
reflect current assessments of loan collectibility.

Savings Certificates, Other Time, and Non-U.S. Offices Interest-Bearing Deposits. The fair values of these instruments were estimated using a
discounted cash flow method that incorporated market interest rates.

Senior Notes, Subordinated Debt, Federal Home Loan Bank Borrowings, and Floating Rate Capital Debt. Fair values were based on quoted
market prices, when available. If quoted market prices were not available, fair values were based on quoted market prices for comparable
instruments.

Financial Guarantees and Loan Commitments. The fair values of financial guarantees and loan commitments represent the amount of
unamortized fees on these instruments.

Financial Instruments Valued at Carrying Value. Due to their short maturity, the carrying values of certain financial instruments approximated
their fair values. These financial instruments include cash and due from banks; money market assets (includes federal funds sold and securities
purchased under agreements to resell, time deposits with banks, and federal reserve deposits and other interest-bearing assets); customers
acceptance liability; client security settlement receivables; federal funds purchased; securities sold under agreements to repurchase; other
borrowings (includes Treasury Investment Program balances, term federal funds purchased, and other short-term borrowings); and liability on
acceptances. As required by GAAP, the fair values required to be disclosed for demand, noninterest-bearing, savings, and money market
deposits must equal the amounts disclosed in the consolidated balance sheet, even though such deposits are typically priced at a premium in
banking industry consolidations.

12
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Notes to Consolidated Financial Statements (continued)

The following table summarizes the book and fair values of financial instruments.

(In Millions)

Assets

Cash and Due from Banks

Money Market Assets

Securities:

Available for Sale

Held to Maturity

Trading Account

Loans (excluding Leases)

Held to Maturity

Held for Sale

Client Security Settlement Receivables
Liabilities

Deposits:

Demand, Noninterest-Bearing, and Savings and Money Market
Savings Certificates, Other Time and Foreign Offices Time
Federal Funds Purchased

Securities Sold under Agreements to Repurchase
Other Borrowings

Senior Notes

Long Term Debt:

Subordinated Debt

Federal Home Loan Bank Borrowings
Floating Rate Capital Debt

Financial Guarantees

Loan Commitments

Derivative Instruments
Asset/Liability Management:

Foreign Exchange Contracts

Assets

Liabilities

Interest Rate Swap Contracts

Assets

Liabilities

Credit Default Swaps

Assets

Liabilities

Client-Related and Trading:

Foreign Exchange Contracts

Assets

Liabilities

Interest Rate Swap Contracts

Assets

Liabilities

Interest Rate Option Contracts

Assets

Liabilities

September 30, 2009

Book Value

$ 2,885.9
24,134.3

16,260.4
1,186.5
10.0

26,306.4
9.7
787.1

23,022.0
32,302.1
6,703.6
717.1
914.3
1,557.0

1,151.7
1,747.5
276.7
221.4
29.6

51.6
70.8

121.0
6.1

o

2,743.0
2,695.8

142.7
141.9

tn

13

Fair Value

$ 2,885.9
24,134.3

16,260.4
1,215.5
10.0

26,965.2
9.7
787.1

23,022.0
32,340.1
6,703.6
717.1
914.3
1,613.9

1,168.2
1,848.6
142.1
2214
29.6

51.6
70.8

121.0
6.1

o

2,743.0
2,695.8

142.7
141.9

tn

December 31, 2008

Book Value

$ 2,648.2
26,293.8

14,414.4
1,154.1
23

29,378.4
7.3
709.3

23,758.5
38,647.9
1,783.5
1,529.1
736.7
1,052.6

1,365.7
1,917.7
276.7
418.3
19.9

103.0
121.9

170.2
31.8

384

2,931.8
2,591.1

190.7
184.9

Fair Value

$ 2,648.2
26,293.8

14,414.4
1,156.1
23

29,506.0
7.3
709.3

23,758.5
38,676.4
1,783.5
1,529.1
736.7
998.4

1,277.6
1,942.2
208.8
418.3
19.9

103.0
121.9

170.2
31.8

384

2,931.8
2,591.1

190.7
184.9
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Notes to Consolidated Financial Statements (continued)

4. Securities The following table summarizes the book and fair values of securities.

(In Millions)

Available for Sale

U.S. Government

Obligations of States and Political Subdivisions
Government Sponsored Agency

Corporate Debt

Residential Mortgage-Backed

Other Asset-Backed

Auction Rate

Other

Subtotal

Held to Maturity

Obligations of States and Political Subdivisions
Government Sponsored Agency

Other

Subtotal
Trading Account

Total Securities

September 30, 2009

Book
Value

$ 73.7
46.1
11,289.6
2,723.5
336.0
1,044.7
450.6
296.2

16,260.4

723.8
87.1
375.6

1,186.5
10.0

$17,456.9

Fair
Value

$ 73.7
46.1
11,289.6
2,723.5
336.0
1,044.7
450.6
296.2

16,260.4

764.5
894
361.6

1,215.5
10.0

$17,485.9

Reconciliation of Amortized Cost to Fair Values of Securities Available for Sale

(In Millions)

U.S. Government

Obligations of States and Political Subdivisions
Government Sponsored Agency

Corporate Debt

Residential Mortgage-Backed

Other Asset-Backed

Auction Rate

Other

Total

Reconciliation of Book Values to Fair Values of Securities Held to Maturity

(In Millions)

December 31, 2008

Book Fair
Value Value

$ 199 $ 19.9

31.6 31.6
11,261.4 11,261.4
739.6 739.6
439.3 439.3
1,133.3 1,133.3
453.1 453.1
336.2 336.2

14,4144 14,4144

791.2 819.3
55.0 56.1
307.9 280.7

1,154.1 1,156.1

23 23

$15,570.8 $15,572.8

September 30, 2008

Book Fair
Value Value

$ 200 $ 20.0

31.7 31.7
9,868.8 9,868.8
149.2 149.2
572.5 572.5

1,227.4 1,227.4

325.6 325.6

12,195.2 12,195.2

797.6 805.1
37.2 37.3
320.4 300.3

1,155.2 1,142.7
8.7 8.7

$13,359.1 $13,346.6

September 30, 2009

Gross Unrealized

Amortized Fair

Cost Gains Losses Value
$ 737 $ $ $ 73.7
44.8 1.3 46.1
11,242.2 62.7 15.3 11,289.6
2,718.7 9.0 4.2 2,723.5
482.3 146.3 336.0
1,047.6 5 34 1,044.7
435.6 19.7 4.7 450.6
296.1 296.2

$16,341.0 $933 $173.9 $16,260.4

September 30, 2009
Gross Unrealized
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Obligations of States and Political Subdivisions
Government Sponsored Agency
Other

Total

Book
Value
$ 7238
87.1
375.6

$1,186.5

14

Gains Losses
$411 $ 4

24 1
14.0

$ 435 $ 145

Fair
Value
$ 7645
89.4
361.6

$1,215.5
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Notes to Consolidated Financial Statements (continued)

Reconciliation of Amortized Cost to Fair Values of Securities Available for Sale

(In Millions)

U.S. Government

Obligations of States and Political Subdivisions
Government Sponsored Agency

Corporate Debt

Residential Mortgage-Backed

Other Asset-Backed

Auction Rate

Other

Total

Reconciliation of Book Values to Fair Values of Securities Held to Maturity

(In Millions)
Obligations of States and Political Subdivisions

Government Sponsored Agency
Other

Total

The following table provides the remaining maturity of securities as of September 30, 2009.

(In Millions)

Available for Sale Due in One Year or Less
Due After One Year Through Five Years
Due After Five Years Through Ten Years
Due After Ten Years

Total

Held to Maturity Due in One Year or Less
Due After One Year Through Five Years
Due After Five Years Through Ten Years
Due After Ten Years

Total

December 31, 2008

Amortized Gross Unrealized Fair

Cost Gains Losses Value
$ 19.8 $ 1 $ $ 19.9
30.5 1.1 31.6
11,256.4 37.7 32.7 11,261.4
743.7 9 5.0 739.6
638.3 1.7 200.7 439.3
1,241.0 107.7 1,133.3
467.0 13.9 453.1
336.2 336.2

$14,7329 $415

$360.0 $14,414.4

December 31, 2008

Book Gross Unrealized Fair
Value Gains Losses Value
$ 7912 $ 28.6 $ 5 $ 819.3
55.0 1.1 56.1
307.9 2 274 280.7

$1,1541  $299 $279 $1,156.1

Amortized
Cost

$ 6,429.1

9,092.8

425.8

393.3

$16,341.0

$ 1444
471.1
497.3

73.7

$ 1,186.5

Fair
Value
$ 6,392.1
9,063.7
411.5
393.1

$16,260.4

$ 1441
483.7
518.8

68.9

$ 1,215.5

Mortgage-backed and asset-backed securities are included in the above table taking into account anticipated future prepayments.
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Notes to Consolidated Financial Statements (continued)

Securities with Unrealized Losses. The following tables provide information regarding securities that have been in a continuous unrealized loss
position for less than 12 months and for 12 months or longer as of September 30, 2009 and December 31, 2008.

Securities with Unrealized Losses as of September 30, 2009

Less Than 12 Months

Fair Unrealized
(In Millions) Value Losses
Obligations of States and Political Subdivisions $ 34 $ 1
Government Sponsored Agency 976.7 7.0
Corporate Debt 1,074.9 4.2
Residential Mortgage-Backed 23 9.0
Other Asset-Backed 73.5 4
Auction Rate 42.0 4.7
Other 11.6 3.8
Total $2,1844 $ 292

Securities with Unrealized Losses as of December 31, 2008

Less Than 12 Months

Fair Unrealized
(In Millions) Value Losses
Obligations of States and Political Subdivisions $ 130 $ 2
Government Sponsored Agency 4,956.5 26.9
Corporate Debt 271.3 3.5
Residential Mortgage-Backed 56.8 11.6
Other Asset-Backed 471.8 35.5
Auction Rate 445.8 13.9
Other 7.4 7.1
Total $62226 $ 987

12 Months or Longer Total
Fair Unrealized Fair Unrealized
Value Losses Value Losses
$ 29 $ 3 3 63 $ 4
511.3 8.4 1,488.0 154
1,074.9 4.2
333.6 137.3 3359 146.3
578.9 3.0 652.4 34
42.0 4.7
36.8 10.2 48.4 14.0
$1463.5 $ 159.2 $3,6479 $ 1884
12 Months or Longer Total
Fair Unrealized Fair Unrealized
Value Losses Value Losses
$ 36 $ 3 $ 166 $ 5
160.9 5.8 5,117.4 32.7
234 1.5 294.7 5.0
379.4 189.1 436.2 200.7
661.5 72.2 1,133.3 107.7
445.8 13.9
28.3 20.3 35.7 27.4
$1,257.1 $ 2892 $7479.7 $ 3879

As of September 30, 2009, 261 securities with a combined fair value of $3.6 billion were in an unrealized loss position. Of the total $188.4
million of unrealized losses at September 30, 2009, the majority reflects the impact of credit and liquidity spreads on the valuations of residential
mortgage-backed securities with unrealized losses totaling $146.3 million. Of these, 3 securities with total unrealized losses of $9.0 million have
been in an unrealized loss position for less than 12 months. The remaining 33 securities with total unrealized losses of $137.3 million have been
in an unrealized loss position for more than 12 months. Residential mortgage-backed securities rated below double-A, which represented 73% of
total residential mortgage-backed securities, had a total amortized cost and fair value of $333.7 million and $205.9 million, respectively, and
were comprised primarily of sub-prime and Alt-A securities. Securities classified as other asset-backed at September 30, 2009 were

predominantly floating rate, with average lives less than 5 years, and 100% were rated triple-A.
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Notes to Consolidated Financial Statements (continued)

Unrealized losses of $15.4 million related to government sponsored agency securities are primarily attributable to widened credit spreads since
their purchase. The majority of the $14.0 million of unrealized losses in securities classified as other at September 30, 2009 relate to securities
which Northern Trust purchases for compliance with the Community Reinvestment Act (CRA). Unrealized losses on these CRA related other
securities are attributable to their purchase at below market rates for the purpose of supporting institutions and programs that benefit low to
moderate income communities within Northern Trust s market area. Unrealized losses of $4.7 million related to auction rate securities primarily
reflect reduced market liquidity as a majority of auctions continue to fail preventing holders from liquidating their investments at par. Unrealized
losses of $4.2 million within corporate debt securities primarily reflect widened credit spreads and 89% of the corporate debt portfolio is backed
by guarantees provided by U.S. and non-U.S. governmental entities. The remaining unrealized losses on Northern Trust s securities portfolio as
of September 30, 2009 are attributable to changes in overall market interest rates, increased credit spreads, and reduced market liquidity.

A security is considered to be other-than-temporarily impaired if the present value of cash flows expected to be collected are less than the
security s amortized cost basis (the difference being defined as the credit loss) or if the fair value of the security is less than the security s
amortized cost basis and Northern Trust intends, or more-likely-than-not will be required, to sell the security before recovery of the security s
amortized cost basis. If an other-than-temporary impairment (OTTI) exists, the charge to earnings is limited to the amount of credit loss if
Northern Trust does not intend to sell the security, and it is more-likely-than-not that it will not be required to sell the security, before recovery
of the security s amortized cost basis. Any remaining difference between fair value and amortized cost is recognized in other comprehensive
income, net of applicable taxes. However, if an OTTI exists and Northern Trust intends to, or will more-likely-than-not be required to, sell the
security before recovery of the security s amortized cost basis, the entire difference between fair value and amortized cost is charged to earnings.

Security impairment reviews are conducted at least quarterly to identify and evaluate securities that have indications of possible OTTL. A
determination as to whether a security s decline in market value is other-than-temporary takes into consideration numerous factors and the
relative significance of any single factor can vary by security. For each security meeting the requirements of our internal screening process, an
extensive review is conducted to determine if OTTI has occurred.

While all securities are considered, the securities primarily impacted by the OTTI testing are residential mortgage-backed securities. To

determine if an unrealized loss on a mortgage-backed security, including a residential mortgage-backed security, is other-than-temporary,
economic models are used to perform cash flow analyses by developing multiple scenarios in order to create reasonable forecasts of the security s
future performance using available data including servicers loan charge off patterns, prepayment speeds, annualized default rates, each security s
current delinquency pipeline, the delinquency pipeline s growth rate, roll rate from delinquency to
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default, loan loss severities and historical performance of like collateral, along with Northern Trust s outlook for the housing market and the
overall economy. If the present value of future cash flows projected as a result of this analysis is less than the current amortized cost of the
security, an OTTI loss is recorded equal to the difference between the two amounts.

The factors used in developing the expected loss on mortgage-backed securities vary by year of origination and type of collateral. The expected
loss on our subprime and Alt-A portfolios was developed using default roll rates ranging from 2% to 25% for underlying assets that are current
and ranging from 30% to 90% for underlying assets that are 30 days or more past due as to principal and interest payments. Severities of loss
ranging from 45% to 85% were assumed for underlying assets that may ultimately end up in default. During the nine months ended

September 30, 2009, performance metrics specific to subprime and Alt-A loans deteriorated resulting in OTTI losses related to residential
mortgage-backed securities recognized in the three months and nine months ended September 30, 2009, respectively, of $5.3 million in
connection with six securities and $23.3 million in connection with twelve securities.

Credit Losses on Debt Securities. The table below provides information regarding credit-related losses recognized in earnings on debt
securities other-than-temporarily impaired for the three and nine months ended September 30, 2009.

Three Months Nine Months
(In Millions) Ended Ended
Cumulative Credit-Related Losses on Securities Beginning of
Period $ 64.2 $ 46.2
Plus: Losses on Newly Identified Impairments 4.3 18.0
Additional Losses on Previously Identified Impairments 1.0 53
Cumulative Credit-Related Losses on Securities End of Period $ 69.5 $ 69.5
5. Loans and Leases Amounts outstanding in selected loan categories are shown below.
September 30, December 31, September 30,
(In Millions) 2009 2008 2008
U.S.
Residential Real Estate $ 10,818.2 $ 10,381.4 $ 9,957.6
Commercial 6,807.5 8,253.6 7,741.7
Commercial Real Estate 3,126.9 3,014.0 2,940.8
Personal 4,738.8 4,766.7 4,629.0
Other 811.9 1,404.2 1,747.8
Lease Financing 1,015.2 1,143.8 1,122.6
Total U.S. 27,318.5 28,963.7 28,139.5
Non-U.S. 804.4 1,791.7 1,730.7
Total Loans and Leases $ 28,1229 $ 30,7554 $ 29,870.2
Reserve for Credit Losses Assigned to Loans and Leases (307.8) (229.1) (194.7)
Net Loans and Leases $ 27,8151 $ 30,5263 $ 29,6755
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Other U.S. loans and non-U.S. loans included $1.0 billion at September 30, 2009, $1.9 billion at December 31, 2008, and $2.5 billion at
September 30, 2008 of short duration advances, primarily related to overdrafts associated with the timing of custody clients investments.

The following table shows outstanding amounts of nonperforming and impaired loans as of September 30, 2009, December 31, 2008, and
September 30, 2008.

September 30, December 31, September 30,

(In Millions) 2009 2008 2008
Nonperforming Loans $ 292.3 $ 96.7 $ 58.8
Nonperforming Loans Classified as Impaired:

Impaired Loans with Reserves $ 112.7 $ 31.5 $ 33.1
Impaired Loans without Reserves® 135.5 54.1 15.5
Total Impaired Loans $ 248.2 $ 85.6 $ 48.6
Reserves for Impaired Loans $ 45.7 $ 15.5 $ 7.9
Average Balance of Impaired Loans During the Period $ 198.8 $ 31.5 $ 28.4

*