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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(MARK ONE)

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended June 30, 2017

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to

Commission file number 000-04887

UMB FINANCIAL CORPORATION

(Exact name of registrant as specified in its charter)
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Missouri 43-0903811
(State or other jurisdiction of (ILR.S. Employer Identification Number)

incorporation or organization)

1010 Grand Boulevard, Kansas City, Missouri 64106
(Address of principal executive offices) (Zip Code)
(Registrant s telephone number, including area code): (816) 860-7000

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

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). Yes No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definitions of large accelerated filer,  accelerated
filer, smaller reporting company, and emerging growth company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer
Non- accelerated filer (Do not check if a smaller reporting company) Smaller reporting company

Emerging growth company

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. Yes No

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

Indicate the number of shares outstanding of each of the issuer s classes of common stock as of the latest practicable
date.

As of July 28, 2017, UMB Financial Corporation had 50,010,600 shares of common stock outstanding.
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PARTI FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

UMB FINANCIAL CORPORATION

CONSOLIDATED BALANCE SHEETS

(unaudited, dollars in thousands, except share and per share data)

ASSETS
Loans:
Allowance for loan losses

Net loans

Loans held for sale

Investment securities:

Available for sale

Held to maturity (fair value of $1,184,677 and $1,106,027, respectively)
Trading securities

Other securities

Total investment securities

Federal funds sold and securities purchased under agreements to resell
Interest-bearing due from banks

Cash and due from banks

Premises and equipment, net

Accrued income

Goodwill

Other intangibles, net

Other assets

Discontinued assets  goodwill and other intangibles, net

Total assets

LIABILITIES

Deposits:

Noninterest-bearing demand
Interest-bearing demand and savings
Time deposits under $250,000

Time deposits of $250,000 or more

Table of Contents

June 30,
2017

$10,848,578
(97,797)

10,750,781
3,443

6,226,041
1,279,524
61,833
65,039

7,632,437

184,521
332,090
379,148
276,412
99,122
180,867
24,614
436,421
53,743

$20,353,599

$ 6,433,339
8,429,180
569,281
664,866

December 31,
2016

$ 10,540,383
(91,649)

10,448,734
5,279

6,466,334
1,115,932
39,536
68,306

7,690,108

324,327
715,823
422,117
289,007
99,045
180,867
26,630
425,205
55,390

$ 20,682,532

$ 6,654,584
8,780,309
613,589
522,132
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Total deposits

Federal funds purchased and repurchase agreements
Long-term debt

Accrued expenses and taxes

Other liabilities

Total liabilities

SHAREHOLDERS EQUITY
Common stock, $1.00 par value; 80,000,000 shares authorized; 55,056,730 shares

issued; and 50,004,611 and 49,673,056 shares outstanding, respectively
Capital surplus

Retained earnings

Accumulated other comprehensive loss, net

Treasury stock, 5,052,119 and 5,383,674 shares, at cost, respectively

Total shareholders equity
Total liabilities and shareholders equity

See Notes to Consolidated Financial Statements.
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16,096,666
1,886,370
76,083
161,470
61,891

18,282,480

55,057
1,037,898
1,204,436

(23,625)
(202,647)

2,071,119

$20,353,599

16,570,614
1,856,937
76,772
172,967
42,858

18,720,148

55,057
1,033,419
1,142,887

(57,542)

(211,437)

1,962,384

$ 20,682,532
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UMB FINANCIAL CORPORATION

CONSOLIDATED STATEMENTS OF INCOME

(unaudited, dollars in thousands, except share and per share data)

INTEREST INCOME
Loans

Securities:

Taxable interest
Tax-exempt interest

Total securities income

Federal funds and resell agreements
Interest-bearing due from banks
Trading securities

Total interest income

INTEREST EXPENSE

Deposits

Federal funds and repurchase agreements
Other

Total interest expense

Net interest income
Provision for loan losses

Net interest income after provision for loan losses

NONINTEREST INCOME

Trust and securities processing

Trading and investment banking

Service charges on deposit accounts

Insurance fees and commissions

Brokerage fees

Bankcard fees

Gain on sales of securities available for sale, net
Equity (loss) earnings on alternative investments

Table of Contents

$

Three Months Ended
June 30,

2017 2016
112,724 $ 93,949
18,441 18,852
18,296 13,845
36,737 32,697
711 642
580 436
459 173
151,211 127,897
7,835 4,136
4,994 1,626
988 925
13,817 6,687
137,394 121,210
14,500 7,000
122,894 114,210
44 811 41,072
6,173 5,638
22,731 22,420
513 1,160
5,889 4,262
20,234 17,534
1,280 2,598
(195) 978

Six Months Ended
June 30,
2017 2016

219,284 $ 184,493
37,631 38,209
35,479 26,580
73,110 64,789
1,630 1,149
1,131 1,327
746 225
295,901 251,983
13,801 8,191
8,463 2,856
1,928 1,834
24,192 12,881
271,709 239,102
23,500 12,000
248,209 227,102
87,352 82,172
13,715 10,268
44,806 43,881
1,159 2,657
11,266 8,447
37,986 35,550
1,748 5,531
(809) 597
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Other 8,870 7,112 16,000 11,636

Total noninterest income 110,306 102,774 213,223 200,739

NONINTEREST EXPENSE

Salaries and employee benefits 102,773 97,322 206,425 193,891
Occupancy, net 11,061 10,978 22,029 21,772
Equipment 17,956 16,714 35,438 32,778
Supplies and services 4,792 4,577 8,886 9,403
Marketing and business development 5,732 6,027 9,873 10,183
Processing fees 10,743 8,969 19,942 18,034
Legal and consulting 6,467 4,903 11,517 9,670
Bankcard 5,033 5,369 9,936 11,184
Amortization of other intangible assets 1,924 2,237 3,970 4,556
Regulatory fees 4,071 3,692 7,904 7,121
Other 6,387 7,631 14,829 15,095
Total noninterest expense 176,939 168,419 350,749 333,687
Income before income taxes 56,261 48,565 110,683 94,154
Income tax expense 11,490 12,102 23,936 23,342
Income from continuing operations 44771 36,463 86,747 70,812

Discontinued Operations
(Loss) income from discontinued operations

before income taxes (2,599) 1,749 308 4,958
Income tax (benefit) expense (649) 694 53 1,849
(Loss) income from discontinued operations (1,950) 1,055 255 3,109
NET INCOME $ 42,821 $ 37,518  § 87,002 $ 73,921
PER SHARE DATA

Basic:

Income from continuing operations $ 091 $ 075 $ 1.76 $ 1.45
(Loss) income from discontinued operations (0.04) 0.02 0.01 0.07
Net income  basic 0.87 0.77 1.77 1.52
Diluted:

Income from continuing operations 0.90 0.74 1.74 1.44
(Loss) income from discontinued operations (0.04) 0.02 0.01 0.07
Net income diluted 0.86 0.76 1.75 1.51
Dividends 0.255 0.245 0.510 0.490
Weighted average shares outstanding basic 49,269,786 48,770,948 49,190,271 48,763,690
Weighted average shares outstanding  diluted 49,848,903 49,149,076 49,829,193 49,084,413

See Notes to Consolidated Financial Statements.

Table of Contents 8



Edgar Filing: UMB FINANCIAL CORP - Form 10-Q
4

Table of Contents



Edgar Filing: UMB FINANCIAL CORP - Form 10-Q

Table of Conten

UMB FINANCIAL CORPORATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(unaudited, dollars in thousands)

Net Income

Other comprehensive income, net of tax:
Unrealized gains on securities:

Change in unrealized holding gains, net

Less: Reclassification adjustment for gains included in net

income

Change in unrealized gains on securities during the period

Change in unrealized losses on derivative hedges
Income tax expense

Other comprehensive income
Comprehensive income

See Notes to Consolidated Financial Statements.
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Three Months
Ended Six Months Ended
June 30, June 30,
2017 2016 2017 2016

$ 42,821 §$ 37,518 $§ 87,002 § 73,921

35,311 42,273 57,582 107,585
(1,280) (2,598) (1,748) (5,531)
34,031 39,675 55,834 102,054
(1,157) (2,894) 911) (7,034)
(12,340) (13,954) (21,006) (36,007)
20,534 22,827 33,917 59,013

$ 63,355 $ 60,345 $120,919 $132,934
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UMB FINANCIAL CORPORATION

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS EQUITY
(unaudited, dollars in thousands, except per share data)
Accumulated
Other
Comprehensive
Common Capital Retained (Loss) Treasury
Stock Surplus Earnings Income Stock Total
Balance January 1, 2016 $ 55,057 $1,019,889 $1,033,990 $ (3,718) $(211,524) $1,893,694
Total comprehensive income 73,921 59,013 132,934
Cash dividends ($0.49 per
share) (24,254) (24,254)
Purchase of treasury stock (13,581) (13,581)
Issuance of equity awards (4,457) 4,887 430
Recognition of equity-based
compensation 5,000 5,000
Sale of treasury stock 260 309 569
Exercise of stock options 2,053 5,814 7,867
Cumulative effect adjustment
(1) 1,338 (856) 482
Balance June 30, 2016 $ 55,057 $1,024,083 $1,082,801 §$§ 55295 $(214,095) $2,003,141
Balance January 1, 2017 $ 55,057 $1,033,419 $1,142887 $ (57,542) $(211,437) $1,962,384
Total comprehensive income 87,002 33,917 120,919
Cash dividends ($0.51 per
share) (25,453) (25,453)
Purchase of treasury stock 4,279) 4,279)
Issuance of equity awards (3,929) 4,401 472
Recognition of equity-based
compensation 6,243 6,243
Sale of treasury stock 321 244 565
Exercise of stock options 1,844 8,424 10,268
Balance June 30, 2017 $ 55,057 $1,037,898 $1,204,436 $ (23,625) $(202,647) $2,071,119

(1) See Note 3, New Accounting Pronouncements,

(ASU) 2016-09.

See Notes to Consolidated Financial Statements.
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UMB FINANCIAL CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited, dollars in thousands)

Six Months Ended
June 30,
2017 2016
Operating Activities
Net income $ 87,002 $ 73,921
Adjustments to reconcile net income to net cash provided by operating activities:
Provision for loan losses 23,500 12,000
Net accretion of premiums and discounts from acquisition (1,691) (935)
Depreciation and amortization 28,535 27,405
Deferred income tax (benefit) expense (1,737) 2,665
Net increase in trading securities (19,209) (27,291)
Gains on sales of securities available for sale, net (1,748) (5,531)
Losses (gains) on sales of assets 19 (720)
Amortization of securities premiums, net of discount accretion 24,139 29,080
Originations of loans held for sale (32,809) (43,145)
Net gains on sales of loans held for sale (745) (871)
Proceeds from sales of loans held for sale 35,390 34,110
Equity-based compensation 6,715 5,430
Net tax benefit related to equity compensation plans 3,100 250
Changes in:
Accrued income (77) (2,523)
Accrued expenses and taxes (11,497) (12,079)
Other assets and liabilities, net (19,640) (9,282)
Net cash provided by operating activities 119,247 82,484
Investing Activities
Proceeds from maturities of securities held to maturity 32,812 22,539
Proceeds from sales of securities available for sale 271,824 598,740
Proceeds from maturities of securities available for sale 741,395 779,759
Purchases of securities held to maturity (197,425) (238,029)
Purchases of securities available for sale (733,530) (1,281,401)
Net increase in loans (322,944) (660,088)
Net decrease (increase) in fed funds sold and resell agreements 139,806 (22,656)
Net cash activity from acquisitions and branch sales (1,954)
Net increase in interest bearing balances due from other financial institutions 24,285 52,488
Purchases of premises and equipment (11,323) (17,526)
Proceeds from sales of premises and equipment 33 1,623

Table of Contents 13
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Increase in COLI/BOLI cash surrender value

Net cash used in investing activities

Financing Activities

Net (decrease) increase in demand and savings deposits

Net increase (decrease) in time deposits

Net increase (decrease) in fed funds purchased and repurchase agreements
Repayment of long-term debt

Payment of contingent consideration on acquisitions

Cash dividends paid

Proceeds from exercise of stock options and sales of treasury shares
Purchases of treasury stock

Net cash (used in) provided by financing activities

Decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period
Supplemental Disclosures:
Income taxes paid

Total interest paid
See Notes to Consolidated Financial Statements.
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$

$

(57,021)

(572,374)
98,426
29,433
(1,226)

(25,456)
10,833
(4,279)

(464,643)

(402,417)
1,063,967

661,550

20,679
23,633

$

$

(4,700)

(769,251)

667,041
(110,349)
(29,495)
(1,272)
(3,031)
(24,245)

8,436
(13,581)

493,504

(193,263)
819,112

625,849

19,295
13,199
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UMB FINANCIAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2017 (UNAUDITED)

1. Financial Statement Presentation

The Consolidated Financial Statements include the accounts of UMB Financial Corporation and its subsidiaries
(collectively, the Company) after elimination of all intercompany transactions. In the opinion of management of the
Company, all adjustments relating to items that are of a normal recurring nature and necessary for a fair presentation

of the financial position and results of operations have been made. The results of operations and cash flows for the
interim periods presented may not be indicative of the results of the full year ending December 31, 2017. The financial
statements should be read in conjunction with Item 2. Management s Discussion and Analysis of Financial Condition
and Results of Operations within this Quarterly Report on Form 10-Q (the Form 10-Q) and in conjunction with the
Company s Annual Report on Form 10-K for the fiscal year ended December 31, 2016 filed with the Securities and
Exchange Commission (SEC) on February 23, 2017 (the Form 10-K).

On April 20, 2017, the Company announced the execution of an agreement to sell all of the outstanding stock of Scout
Investments, Inc. (Scout), its institutional investment management subsidiary, for $172.5 million in cash, subject to
customary purchase price adjustments at closing. See Items 1.01 and 5.02 in the Company s Current Report on Form
8-K that was filed April 20, 2017. In accordance with Accounting Standards Codification (ASC) Topic 205-20,
Discontinued Operations, the results of Scout have been presented separately as (Loss) income from discontinued
operations in the Company s Consolidated Statements of Income and its assets have been presented separately as
Discontinued assets goodwill and other intangibles, net in the Company s Consolidated Balance Sheets.

2. Summary of Significant Accounting Policies

The Company is a financial holding company, which offers a wide range of banking and other financial services to its
customers through its branches and offices in Missouri, Kansas, Colorado, Illinois, Oklahoma, Texas, Arizona,
Nebraska, Pennsylvania, South Dakota, Indiana, Utah, Minnesota, California, and Wisconsin. The preparation of
financial statements in conformity with accounting principles generally accepted in the United States of America (U.S.
GAAP) requires management to make estimates and assumptions that affect the reported amount of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements. These estimates and
assumptions also impact reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates. A summary of the significant accounting policies to assist the reader in understanding the
financial presentation is provided in the Notes to Consolidated Financial Statements in the Form 10-K.

Cash and cash equivalents
Cash and cash equivalents include Cash and due from banks and amounts due from the Federal Reserve Bank. Cash
on hand, cash items in the process of collection, and amounts due from correspondent banks are included in Cash and

due from banks. Amounts due from the Federal Reserve Bank are interest-bearing for all periods presented and are
included in the Interest-bearing due from banks line on the Company s Consolidated Balance Sheets.
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This table provides a summary of cash and cash equivalents as presented on the Consolidated Statements of Cash
Flows as of June 30, 2017 and June 30, 2016 (in thousands):

June 30,
2017 2016
Due from the Federal Reserve Bank $282402 $270,117
Cash and due from banks 379,148 355,732
Cash and cash equivalents at end of period $661,550 $625,849

Also included in the Interest-bearing due from banks, but not considered cash and cash equivalents, are
interest-bearing accounts held at other financial institutions, which totaled $49.7 million and $109.5 million at
June 30, 2017 and June 30, 2016, respectively.

Table of Contents
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Per Share Data

Basic net income per share is computed based on the weighted average number of shares of common stock
outstanding during each period. Diluted quarter-to-date net income per share includes the dilutive effect of 579,116
and 378,128 shares issuable upon the exercise of options granted by the Company and outstanding at June 30, 2017
and 2016, respectively. Diluted year-to-date net income per share includes the dilutive effect of 638,922 and 320,723
shares issuable upon the exercise of stock options granted by the Company and outstanding at June 30, 2017 and
2016, respectively.

Options issued under employee benefits plans to purchase 150,739 shares of common stock were outstanding at

June 30, 2017, but were not included in the computation of quarter-to-date and year-to-date diluted EPS because the
options were anti-dilutive. Options issued under employee benefits plans to purchase 637,331 shares of common stock
were outstanding at June 30, 2016, but were not included in the computation of quarter-to-date and year-to-date
diluted EPS because the options were anti-dilutive.

3. New Accounting Pronouncements
Revenue Recognition In May 2014, the Financial Accounting Standards Board (FASB) issued ASU No. 2014-09,
Revenue from Contracts with Customers. The ASU will replace most existing revenue recognition guidance in U.S.
GAAP when it becomes effective. In August 2015, the FASB issued ASU No. 2015-14, which deferred the effective
date of ASU No. 2014-09 to annual reporting periods that begin after December 15, 2017. In March, April, and May
2016, the FASB issued implementation amendments to the May 2014 ASU (collectively, the amended guidance ). The
amended guidance affects any entity that enters into contracts with customers to transfer goods and services, unless
those contracts are within the scope of other standards. The amended guidance specifically excludes interest income,
as well as other revenues associated with financial assets and liabilities, including loans, leases, securities, and
derivatives. The amended guidance permits the use of either the full retrospective approach or a modified
retrospective approach. The Company plans to adopt the amended guidance using the modified retrospective approach
on January 1, 2018. The Company is progressing through in implementing the amended guidance. The Company has
assessed its revenue streams to identify those contracts that are specifically excluded from the scope of the amended
guidance and those that may be subject to the amended guidance. Subsequent to this initial scoping, the Company
selected a representative sample of contracts from the in-scope revenue streams for review under the amended
guidance ( key contracts ). The review of key contracts is in process. Upon completion of the review of the key
contracts, the Company expects to group the remaining contracts based on the conclusions reached through the key
contract review or to perform additional review of specific contracts that cannot be grouped. While progress has been
made, the Company is still currently evaluating the impact that the amended guidance will have on its Consolidated
Financial Statements and related disclosures and has not finalized any estimates of the quantitative impact at this time.

Financial Instruments In January 2016, the FASB issued ASU No. 2016-01, Recognition and Measurement of
Financial Assets and Financial Liabilities. The amendment is intended to address certain aspects of recognition,
measurement, presentation, and disclosure of financial instruments. The amendments in this update are effective for
interim and annual periods beginning after December 15, 2017. The standard requires the use of the cumulative effect
transition method as of the beginning of the year of adoption. Except for certain provisions, early adoption is not
permitted. The Company is currently evaluating the impact that this standard will have on its Consolidated Financial
Statements.

Leases In February 2016, the FASB issued ASU No. 2016-02, Leases. The amendment changes the accounting
treatment of leases, in that lessees will recognize most leases on-balance sheet. This will increase reported assets and
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liabilities, as lessees will be required to recognize a right-of-use asset along with a lease liability, measured on a
discounted basis. Lessees are allowed to account for short-term leases (those with a term of twelve months or less)
off-balance sheet. The amendments in this update are effective for fiscal years beginning after December 15, 2018,
including interim periods within those fiscal years. The standard requires the use of the modified retrospective
transition method. Early adoption is permitted. The Company is currently evaluating the impact that this standard will
have on its Consolidated Financial Statements.
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Extinguishments of Liabilities In March 2016, the FASB issued ASU No. 2016-04, Recognition of Breakage for
Certain Prepaid Stored-Value Products. The amendment is intended to reduce the diversity in practice related to the
recognition of breakage. Breakage refers to the portion of a prepaid stored-value product, such as a gift card, that goes
unused wholly or partially for an indefinite period of time. This amendment requires that breakage be accounted for
consistent with the breakage guidance within ASU No. 2014-09, Revenue from Contracts with Customers. The
amendments in this update are effective for fiscal years beginning after December 15, 2017, including interim periods
within those fiscal years. The standard permits the use of either the modified retrospective or full retrospective
transition method. Early adoption is permitted. The Company will adopt ASU No. 2016-04 in conjunction with its
adoption of ASU No. 2014-09. The adoption of this accounting pronouncement is not expected to have a significant
impact on the Company s Consolidated Financial Statements.

Equity-Based Compensation In March 2016, the FASB issued ASU No. 2016-09, Improvements to Employee
Share-Based Payment Accounting. The amendment is part of the FASB s simplification initiative and is intended to
simplify the accounting around share-based payment award transactions. The amendments include changing the
recording of excess tax benefits from being recognized as a part of surplus capital to being charged directly to the
income statement, changing the classification of excess tax benefits within the statement of cash flows, and allowing
companies to account for forfeitures on an actual basis, as well as tax withholding changes. The amendment requires
different transition methods for various components of the standard. The amendments in this update are effective for
fiscal years beginning after December 15, 2016, including interim periods within those fiscal years. Early adoption is
permitted.

In September 2016, the Company early adopted ASU No. 2016-09 with an effective date of January 1, 2016. As part

of the adoption of this standard, the Company made an accounting policy election to account for forfeitures on an
actual basis and discontinued the use of an estimated forfeiture approach. Additionally, the Company selected the
retrospective transition method for the reclassification of the Net tax benefit related to equity compensation plans from
the financing section to the operating section of the Company s Consolidated Statement of Cash Flows. The impact to
the Company s Consolidated Statements of Income for adopting all provisions of the standard was an increase to net
income of $158 thousand for the three-month period ended March 31, 2016 and an increase to net income of $220
thousand for the three-month period ended June 30, 2016. Upon adoption, the Company recorded a cumulative effect
adjustment to the Company s Consolidated Balance Sheets of $482 thousand as an increase to total equity. Prior period
financial statements as of and for the three-month and six-month periods ended June 30, 2016 have been recast
throughout this document to give effect to the adoption of ASU No. 2016-09.

Credit Losses In June 2016, the FASB issued ASU 2016-13, Measurement of Credit Losses on Financial Instruments.
This update replaces the current incurred loss methodology for recognizing credit losses with a current expected credit
loss model, which requires the measurement of all expected credit losses for financial assets held at the reporting date
based on historical experience, current conditions, and reasonable and supportable forecasts. This amendment
broadens the information that an entity must consider in developing its expected credit loss estimates. Additionally,
the update amends the accounting for credit losses for available-for-sale debt securities and purchased financial assets
with a more-than-insignificant amount of credit deterioration since origination. This update requires enhanced
disclosures to help investors and other financial statement users better understand significant estimates and judgments
used in estimating credit losses, as well as the credit quality and underwriting standards of a company s loan portfolio.
The amendments in this update are effective for fiscal years beginning after December 15, 2019, including interim
periods within those fiscal years. Early adoption in fiscal years beginning after December 15, 2018 is permitted. The
amendment requires the use of the modified retrospective approach for adoption. The Company is currently evaluating
the impact that this standard will have on its Consolidated Financial Statements.
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Statement of Cash Flows In August 2016, the FASB issued ASU 2016-15, Classification of Certain Receipts and
Cash Payments. This amendment adds to and clarifies existing guidance regarding the classification of certain cash
receipts and payments in the statement of cash flows with the intent of reducing diversity in practice with respect to
eight types of cash flows. The amendments in this update require full retrospective adoption and are effective for
fiscal years beginning after December 15, 2017, including interim periods within those fiscal years. Early adoption is
permitted. The Company is currently evaluating the impact that this standard will have on its Consolidated Statements
of Cash Flows.

10
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4. Loans and Allowance for Loan Losses
Loan Origination/Risk Management

The Company has certain lending policies and procedures in place that are designed to minimize the level of risk
within the loan portfolio. Diversification of the loan portfolio manages the risk associated with fluctuations in
economic conditions. Authority levels are established for the extension of credit to ensure consistency throughout the
Company. It is necessary that policies, processes and practices implemented to control the risks of individual credit
transactions and portfolio segments are sound and adhered to. The Company maintains an independent loan review
department that reviews and validates the risk assessment on a continual basis. Management regularly evaluates the
results of the loan reviews. The loan review process complements and reinforces the risk identification and assessment
decisions made by lenders and credit personnel, as well as the Company s policies and procedures.

Commercial loans are underwritten after evaluating and understanding the borrower s ability to operate profitably and
prudently expand its business. Commercial loans are made based on the identified cash flows of the borrower and on
the underlying collateral provided by the borrower. The cash flows of the borrower, however, may not be as expected
and the collateral securing these loans may fluctuate in value. Most commercial loans are secured by the assets being
financed or other business assets such as accounts receivable or inventory and may incorporate a personal guarantee.
In the case of loans secured by accounts receivable, the availability of funds for the repayment of these loans may be
substantially dependent on the ability of the borrower to collect amounts from its customers. Commercial credit cards
are generally unsecured and are underwritten with criteria similar to commercial loans including an analysis of the
borrower s cash flow, available business capital, and overall credit-worthiness of the borrower.

Asset-based loans are offered primarily in the form of revolving lines of credit to commercial borrowers that do not
generally qualify for traditional bank financing. Asset-based loans are underwritten based primarily upon the value of
the collateral pledged to secure the loan, rather than on the borrower s general financial condition. The Company
utilizes pre-loan due diligence techniques, monitoring disciplines, and loan management practices common within the
asset-based lending industry to underwrite loans to these borrowers.

Factoring loans provide working capital through the purchase and/or financing of accounts receivable to borrowers in
the transportation industry and to commercial borrowers that do not generally qualify for traditional bank financing.

Commercial real estate loans are subject to underwriting standards and processes similar to commercial loans, in
addition to those of real estate loans. These loans are viewed primarily as cash flow loans and secondarily as loans
secured by real estate. Commercial real estate lending typically involves higher loan principal amounts, and the
repayment of these loans is largely dependent on the successful operation of the property securing the loan or the
business conducted on the property securing the loan. The Company requires that an appraisal of the collateral be
made at origination and on an as-needed basis, in conformity with current market conditions and regulatory
requirements. The underwriting standards address both owner and non-owner occupied real estate.

Construction loans are underwritten using feasibility studies, independent appraisal reviews, sensitivity analysis or
absorption and lease rates and financial analysis of the developers and property owners. Construction loans are based
upon estimates of costs and value associated with the complete project. Construction loans often involve the
disbursement of substantial funds with repayment substantially dependent on the success of the ultimate project.
Sources of repayment for these types of loans may be pre-committed permanent loans, sales of developed property or
an interim loan commitment from the Company until permanent financing is obtained. These loans are closely
monitored by on-site inspections and are considered to have higher risks than other real estate loans due to their
repayment being sensitive to interest rate changes, governmental regulation of real property, economic conditions, and
the availability of long-term financing.

Table of Contents 21



Edgar Filing: UMB FINANCIAL CORP - Form 10-Q

Underwriting standards for residential real estate and home equity loans are based on the borrower s loan-to-value
percentage, collection remedies, and overall credit history.
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Consumer loans are underwritten based on the borrower s repayment ability. The Company monitors delinquencies on
all of its consumer loans and leases and periodically reviews the distribution of FICO scores relative to historical
periods to monitor credit risk on its credit card loans. The underwriting and review practices combined with the
relatively small loan amounts that are spread across many individual borrowers, minimizes risk. Consumer loans and
leases that are 90 days past due or more are considered non-performing.

Credit risk is a potential loss resulting from nonpayment of either the primary or secondary exposure. Credit risk is
mitigated with formal risk management practices and a thorough initial credit-granting process including consistent
underwriting standards and approval process. Control factors or techniques to minimize credit risk include knowing

the client, understanding total exposure, analyzing the client and debtor s financial capacity, and monitoring the client s
activities. Credit risk and portions of the portfolio risk are managed through concentration considerations, average risk
ratings, and other aggregate characteristics.

Loan Aging Analysis

This table provides a summary of loan classes and an aging of past due loans at June 30, 2017 and December 31, 2016
(in thousands):

June 30, 2017
30-89 Greater than
Days Past 90
Due Days Past Total
and Due and Non-Accrual Past

Accruing Accruing Loans Due Current Total Loans
Loans
Commercial:
Commercial $14,095 $ 471 $ 35426 $49,992 $ 4,568,726 $ 4,618,718
Asset-based 277,930 277,930
Factoring 160,664 160,664
Commercial credit card 302 187 3 492 151,060 151,552
Real estate:
Real estate  construction 1,058 93 1,151 723,787 724,938
Real estate commercial 6,944 11,775 18,719 3,227,821 3,246,540
Real estate  residential 1,554 723 2,277 595,467 597,744
Real estate HELOC 284 2,995 3,279 671,380 674,659
Consumer:
Consumer credit card 1,926 1,964 342 4,232 244,191 248,423
Consumer other 756 35 33 824 118,782 119,606
Leases 27,804 27,804
Total loans $26919 $ 2,657 $ 51,390 $80,966 $10,767,612 $10,848,578

12
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Loans

Commercial:

Commercial
Asset-based
Factoring
Commercial
Real estate:
Real estate
Real estate
Real estate
Real estate
Consumer:
Consumer
Consumer
Leases

Total loans

credit card

construction
commercial
residential
HELOC

credit card
other

PCI

Loans Current

$ $ 4,371,695
225,878
139,902
146,105

741,620
3,147,192
545,966
706,470

265,280

December 31, 2016
30-89
Days PastGreater than
Due 90 Days Past
and Due and Non-Accrual Total
Accruing Accruing Loans  Past Due
$ 3285 $ 49 $ 35,777 $ 39,111
612 10 8 630
3 181 184
1,303 1,004 16,423 18,730
1,034 6 1,344 2,384
588 4,736 5,324
2,228 2,115 475 4,818
1,061 181 11,315 12,557

$10,114 $ 3365 § 70,259 § 83,738

800 126,205

39,532

$ 800 $10,455,845

Total Loans

$ 4,410,806
225,878
139,902
146,735

741,804
3,165,922
548,350
711,794

270,098
139,562
39,532

$10,540,383

The Company had total purchased credit impaired (PCI) loans from its acquisition of Marquette Financial Companies
(Marquette) of $800 thousand as of December 31, 2016. The PCI loans are accounted for in accordance with ASC
Topic 310-30, Loans and Debt Securities Purchased with Deteriorated Credit Quality. All of the PCI loans were
considered to be performing based on payment activity as of December 31, 2016. Of this amount, $713 thousand were
current with their payment terms and $87 thousand were between 30-89 days past due.

The Company sold residential real estate loans with proceeds of $35.4 million and $34.1 million in the secondary
market without recourse during the six months ended June 30, 2017 and June 30, 2016, respectively.

The Company has ceased the recognition of interest on loans with a carrying value of $51.4 million and $70.3 million
at June 30, 2017 and December 31, 2016, respectively. Restructured loans totaled $50.9 million and $52.5 million at
June 30, 2017 and December 31, 2016, respectively. Loans 90 days past due and still accruing interest amounted to
$2.7 million and $3.4 million at June 30, 2017 and December 31, 2016, respectively. There was an insignificant
amount of interest recognized on impaired loans during 2017 and 2016.

Credit Quality Indicators

As part of the on-going monitoring of the credit quality of the Company s loan portfolio, management tracks certain
credit quality indicators including trends related to the risk grading of specified classes of loans, net charge-offs,
non-performing loans, and general economic conditions.

The Company utilizes a risk grading matrix to assign a rating to each of its commercial, commercial real estate, and
construction real estate loans. The loan rankings are summarized into the following categories: Non-watch list, Watch,
Special Mention, and Substandard. Any loan not classified in one of the categories described below is considered to
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be a Non-watch list loan. A description of the general characteristics of the loan ranking categories is as follows:

Watch This rating represents credit exposure that presents higher than average risk and warrants greater
than routine attention by Company personnel due to conditions affecting the borrower, the borrower s
industry or the economic environment. These conditions have resulted in some degree of uncertainty that
results in higher than average credit risk.

Special Mention This rating reflects a potential weakness that deserves management s close attention. If left
uncorrected, these potential weaknesses may result in deterioration of the repayment prospects for the asset

or the borrower s credit position at some future date. The rating is not adversely classified and does not

expose an institution to sufficient risk to warrant adverse classification.

13
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Substandard This rating represents an asset inadequately protected by the current sound worth and paying
capacity of the borrower or of the collateral pledged, if any. Assets so classified must have a well-defined
weakness or weaknesses that jeopardize the liquidation of the debt. Loans in this category are characterized
by the distinct possibility that the Company will sustain some loss if the deficiencies are not corrected. Loss
potential, while existing in the aggregate amount of substandard assets, does not have to exist in individual
assets classified substandard. This category may include loans where the collection of full principal is
doubtful or remote.

All other classes of loans are generally evaluated and monitored based on payment activity. Non-performing loans

include restructured loans on non-accrual and all other non-accrual loans.

This table provides an analysis of the credit risk profile of each loan class excluded from ASC 310-30 at June 30,
2017 and December 31, 2016 (in thousands):

Credit Exposure

Credit Risk Profile by Risk Rating

Commercial Asset-based Factoring
June 30, December 31, June 30, December 31, June 30, December 31,
2017 2016 2017 2016 2017 2016

Non-watch list $4,200,609 $ 4,043,704 $ 242,114 $ 198,695 $157,952 $ 139,358
Watch 88,176 99,815

Special Mention 99,275 32,240 33,513 24,809 2,284 129
Substandard 230,658 235,047 2,303 2,374 428 415
Total $4,618,718 $ 4,410,806 $ 277,930 $ 225,878 $160,664 $ 139,902

Real estate construction Real estate commercial

June 30, June 30,
December December
2017 31, 2016 2017 31, 2016
Non-watch list $ 718,676 $ 741,022 $3,159,939 $ 3,071,804
Watch 2,701 149 26,470 43,015
Special Mention 3,260 16,444 5,140
Substandard 301 633 43,687 45,963
Total $ 724938 $ 741,804 $3,246,540 $ 3,165,922

Credit Exposure

Credit Risk Profile Based on Payment Activity

Commercial credit card Real estate residential Real estate HELOC
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June 30, December 31,

June 30, December 31, June 30, December 31,

2017 2016 2017 2016 2017 2016
$ 151,549 $ 146,727 $ 597,021 § 547,006 $671,664 $ 707,058
3 8 723 1,344 2,995 4,736
$ 151,552 $ 146,735 $ 597,744 § 548350 $674,659 $ 711,794

Consumer credit card
June 30, December 31,

Consumer other Leases
June 30, December 31, June 30, December 31,

2017 2016 2017 2016 2017 2016
$ 248,081 $ 269,623 $ 119,573 § 127,447 $ 27804 $ 39,532
342 475 33 11,315
$ 248423 $§ 270,098 $ 119,606 $ 138,762 $ 27,804 $ 39,532
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Allowance for Loan Losses

The allowance for loan losses is a reserve established through a provision for loan losses charged to expense, which
represents management s judgment of inherent probable losses within the Company s loan portfolio as of the balance
sheet date. The allowance is necessary to reserve for estimated loan losses and risks inherent in the loan portfolio.
Accordingly, the methodology is based on historical loss trends. The Company s process for determining the
appropriate level of the allowance for loan losses is designed to account for credit deterioration as it occurs. The
provision for probable loan losses reflects loan quality trends, including the levels of, and trends related to,
non-accrual loans, past due loans, potential problem loans, criticized loans and net charge-offs or recoveries, among
other factors.

The level of the allowance reflects management s continuing evaluation of industry concentrations, specific credit
risks, loan loss experience, current loan portfolio quality, present economic, political and regulatory conditions and
estimated losses inherent in the current loan portfolio. Portions of the allowance may be allocated for specific loans;
however, the entire allowance is available for any loan that, in management s judgment, should be charged off. While
management utilizes its best judgment and information available at the time, the adequacy of the allowance is
dependent upon a variety of factors beyond the Company s control, including, among other things, the performance of
the Company s loan portfolio, the economy, changes in interest rates and changes in the regulatory environment.

The Company s allowance for loan losses consists of specific valuation allowances and general valuation allowances
based on historical loan loss experience for similar loans with similar characteristics and trends, general economic
conditions and other qualitative risk factors both internal and external to the Company.

The allowances established for probable losses on specific loans are based on a regular analysis and evaluation of
impaired loans. Loans are classified based on an internal risk grading process that evaluates the obligor s ability to
repay, the underlying collateral, if any, and the economic environment and industry in which the borrower operates.
When a loan is considered impaired, the loan is analyzed to determine the need, if any, to specifically allocate a
portion of the allowance for loan losses to the loan. Specific valuation allowances are determined by analyzing the
borrower s ability to repay amounts owed, collateral deficiencies, the relative risk ranking of the loan and economic
conditions affecting the borrower s industry.

General valuation allowances are calculated based on the historical loss experience of specific types of loans including
an evaluation of the time span and volume of the actual charge-off. The Company calculates historical loss ratios for
pools of similar loans with similar characteristics based on the proportion of actual charge-offs experienced to the total
population of loans in the pool. The historical loss ratios are updated based on actual charge-off experience. A
valuation allowance is established for each pool of similar loans based upon the product of the historical loss ratio,
time span to charge-off, and the total dollar amount of the loans in the pool. The Company s pools of similar loans
include similarly risk-graded groups of commercial loans, commercial real estate loans, commercial credit card, home
equity loans, consumer real estate loans and consumer and other loans. The Company also considers a loan migration
analysis for criticized loans. This analysis includes an assessment of the probability that a loan will move to a loss
position based on its risk rating. The consumer credit card pool is evaluated based on delinquencies and credit scores.
In addition, a portion of the allowance is determined by a review of qualitative factors by management.

Generally, the unsecured portion of a commercial or commercial real estate loan is charged off when, after analyzing
the borrower s financial condition, it is determined that the borrower is incapable of servicing the debt, little or no
prospect for near term improvement exists, and no realistic and significant strengthening action is pending. For
collateral dependent commercial or commercial real estate loans, an analysis is completed regarding the Company s
collateral position to determine if the amounts due from the borrower are in excess of the calculated current fair value

Table of Contents 28



Edgar Filing: UMB FINANCIAL CORP - Form 10-Q

of the collateral. Specific allocations of the allowance for loan losses are made for any collateral deficiency. If a
collateral deficiency is ultimately deemed to be uncollectible, the amount is charged off. Revolving commercial loans
(such as commercial credit cards) which are past due 90 cumulative days are classified as a loss and charged off.
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Generally, a consumer loan, or a portion thereof, is charged off in accordance with regulatory guidelines which
provide that such loans be charged off when the Company becomes aware of the loss, such as from a triggering event
that may include, but is not limited to, new information about a borrower s intent and ability to repay the loan,
bankruptcy, fraud, or death. However, the charge-off timeframe should not exceed the specified delinquency time
frames, which state that closed-end retail loans (such as real estate mortgages, home equity loans and consumer
installment loans) that become past due 120 cumulative days and open-end retail loans (such as home equity lines of
credit and consumer credit cards) that become past due 180 cumulative days are classified as a loss and charged off.

ALLOWANCE FOR LOAN LOSSES AND RECORDED INVESTMENT IN LOANS

This table provides a rollforward of the allowance for loan losses by portfolio segment for the three and six months
ended June 30, 2017 (in thousands):

Three Months Ended June 30, 2017

Commercial Real estate Consumer  Leases Total
Allowance for loan losses:
Beginning balance $ 73,197 $ 10512 $ 9510 $ 104 $ 93,323
Charge-offs (9,602) (263) (2,624) (12,489)
Recoveries 1,631 358 474 2,463
Provision 11,632 1,298 1,601 (€2)) 14,500
Ending balance $ 76858 $ 11905 $ 8961 $ 73 $ 97,797

Six Months Ended June 30, 2017

Commercial Real estate Consumer Leases Total
Allowance for loan losses:
Beginning balance $ 71657 $ 10569 $ 9311 § 112 § 91,649
Charge-offs (15,583) (449) (5,161) (21,193)
Recoveries 2,329 419 1,093 3,841
Provision 18,455 1,366 3,718 (39) 23,500
Ending balance $ 76858 $§ 11,905 $ 8961 § 73 % 97,797
Ending balance: individually evaluated for
impairment $ 8362 §$ 74 $ $ $ 8,436
Ending balance: collectively evaluated for
impairment 68,496 11,831 8,961 73 89,361
Loans:
Ending balance: loans $5,208,864 $5,243,881 $ 368,029 $27,804 $10,848,578
Ending balance: individually evaluated for
impairment 68,359 9,086 77,445
Ending balance: collectively evaluated for
impairment 5,140,505 5,234,795 368,029 27,804 10,771,133
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This table provides a rollforward of the allowance for loan losses by portfolio segment for the three and six months

ended June 30, 2016 (in thousands):

Allowance for loan losses:
Beginning balance
Charge-offs

Recoveries

Provision

Ending balance

Allowance for loan losses:
Beginning balance
Charge-offs

Recoveries

Provision

Ending balance

Ending balance: individually evaluated for
impairment
Ending balance: collectively evaluated for
impairment

Loans:

Ending balance: loans

Ending balance: individually evaluated for
impairment

Ending balance: collectively evaluated for
impairment

Ending balance: PCI Loans

Table of Contents

Commercial
$ 61,308
(800)
859
3,194

$ 64,561

Commercial
$ 63,847
(5,875)
3,348
3,241

$ 64,561

$ 4,714

59,847

$4,914,162
58,270

4,855,892

17

Three Months Ended June 30, 2016

Real estate

$ 9,909
(1,351)

187

1,938

$ 10,683

Consumer
$ 9,060
(2,101)

474

1,886

$ 9,319

Leases

$ 121
(18)

$ 103

Six Months Ended June 30, 2016

Real estate

$ 8,220
(2,796)

331

4,928

$ 10,683

$ 26

10,657

$4,737,311
6,338

4,729,981
992

Consumer
$ 8,949
(4,616)
1,131
3,855
$ 9,319
$
9,319
$ 395,216
2,578
391,408
1,230

Leases
$ 127

(24)
$ 103
$

103
$36,577
36,577

Total
$ 80,398
(4,252)
1,520
7,000

$ 84,666

Total
$ 81,143
(13,287)
4,810
12,000

$ 84,666

$ 4,740

79,926

$10,083,266
67,186

10,013,858
2,222
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Impaired Loans

This table provides an analysis of impaired loans by class at June 30, 2017 and December 31, 2016 (in thousands):

Commercial:

Commercial
Asset-based
Factoring
Commercial
Real estate:
Real estate
Real estate
Real estate
Real estate
Consumer:
Consumer
Consumer
Leases

Total

Commercial:

Commercial
Asset-based
Factoring
Commercial
Real estate:
Real estate
Real estate
Real estate
Real estate
Consumer:
Consumer
Consumer

credit card

construction
commercial
residential
HELOC

credit card
other

credit card

construction
commercial
residential
HELOC

credit card
other

Table of Contents

As of June 30, 2017
Recorded

Unpaid Investment with Recorded Total Average

Principal No Investment Recorded Related Recorded
Balance Allowance with AllowanceInvestment Allowance Investment
$ 88,405 $ 46,302 $ 22,057 $ 68359 $ 8,362 $ 70,674
235 93 110 203 65 234
12,983 7,829 932 8,761 9 11,457
126 122 122 159
11
$101,749 $ 54,346 $ 23,099 $§ 77445 $ 8,436 $ 82,535

As of December 31, 2016

Recorded

Unpaid Investment with Recorded Total Average

Principal No Investment Recorded Related Recorded
Balance Allowance with AllowanceInvestment Allowance Investment
$ 80,405 $ 43260 $ 31,091 $§ 74351 $ 7,866 $ 69,776
510 181 113 294 68 405
18,107 12,303 487 12,790 8,956
231 230 230 520

79

1,981
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$ 99,253 § 55974 $ 31,691 $ 87,665 $ 7934 § 81,717
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A loan modification is considered a troubled debt restructuring (TDR) when a concession has been granted to a debtor
experiencing financial difficulties. The Company s modifications generally include interest rate adjustments, principal
reductions, and amortization and maturity date extensions. These modifications allow the debtor short-term cash relief
to allow them to improve their financial condition. The Company s restructured loans are individually evaluated for
impairment and evaluated as part of the allowance for loan loss as described above in the Allowance for Loan Losses
section of this note.

The Company had $1.6 million and $18 thousand in commitments to lend to borrowers with loan modifications
classified as TDRs as of June 30, 2017 and June 30, 2016, respectively. The Company monitors loan payments on an
on-going basis to determine if a loan is considered to have a payment default. Determination of payment default
involves analyzing the economic conditions that exist for each customer and their ability to generate positive cash
flows during the loan term.

For the three month periods ended June 30, 2017 and June 30, 2016, the Company had no TDRs. For the six months
ended June 30, 2017, the Company had one commercial TDR with a pre- and post-modification loan balance of $7.2
million. For the six months ended June 30, 2016, the Company had two commercial TDRs with a pre- and
post-modification balance of $12.1 million.

5. Securities
Securities Available for Sale

This table provides detailed information about securities available for sale at June 30, 2017 and December 31, 2016
(in thousands):

Gross Gross
Amortized Unrealized Unrealized Fair
June 30, 2017 Cost Gains Losses Value
U.S. Treasury $ 65083 $ 24 $ (1,195 $ 63912
U.S. Agencies 25,575 1 (@) 25,572
Mortgage-backed 3,638,555 6,097 (50,604) 3,594,048
State and political subdivisions 2,496,392 19,984 (10,827) 2,505,549
Corporates 36,988 (28) 36,960
Total $6,262,593 $§ 26,106 $ (62,658) $6,226,041
Gross Gross
Amortized Unrealized Unrealized Fair
December 31, 2016 Cost Gains Losses Value
U.S. Treasury $ 95315 $ 37 $ (1,526) $ 93,826
U.S. Agencies 198,158 67 (48) 198,177
Mortgage-backed 3,773,090 7,069 (68,460) 3,711,699
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2,425,155
66,997

$6,558,715  $

19

7,391 (36,789)
5 127)

14,569 $ (106,950)

2,395,757
66,875

$ 6,466,334
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The following table presents contractual maturity information for securities available for sale at June 30, 2017 (in
thousands):

Amortized Fair
Cost Value
Due in 1 year or less $ 321,533 § 321,720
Due after 1 year through 5 years 1,141,391 1,148,598
Due after 5 years through 10 years 831,718 835,694
Due after 10 years 329,396 325,981
Total 2,624,038 2,631,993
Mortgage-backed securities 3,638,555 3,594,048
Total securities available for sale $6,262,593 $6,226,041

Securities may be disposed of before contractual maturities due to sales by the Company or because borrowers may
have the right to call or prepay obligations with or without call or prepayment penalties.

For the six months ended June 30, 2017, proceeds from the sales of securities available for sale were $271.8 million
compared to $598.7 million for the same period in 2016. Securities transactions resulted in gross realized gains of $1.7
million and $5.5 million for the six months ended June 30, 2017 and 2016, respectively. There were no gross realized
losses for the six months ended June 30, 2017 and 2016.

Securities available for sale with a market value of $5.3 billion at June 30, 2017 and $5.7 billion at December 31,
2016 were pledged to secure U.S. Government deposits, other public deposits, certain trust deposits, derivative
transactions, and repurchase agreements. Of this amount, securities with a market value of $1.8 billion at June 30,
2017 and $1.8 billion at December 31, 2016 were pledged at the Federal Reserve Discount Window but were
unencumbered as of those dates.

The following table shows the Company s available for sale investments gross unrealized losses and fair value,
aggregated by investment category and length of time that individual securities have been in a continuous unrealized
loss position, at June 30, 2017 and December 31, 2016 (in thousands):

June 30, 2017 Less than 12 months 12 months or more Total
Unrealized Fair Unrealized Unrealized
Description of Securities Fair Value  Losses Value Losses Fair Value  Losses
U.S. Treasury $ 44232 § (912) $ 9761 $§  (283) $§ 53993 $ (1,195)
U.S. Agencies 21,998 4) 21,998 “4)
Mortgage-backed 2,503,006 (38,4100 323,178 (12,194) 2,826,184 (50,604)
State and political subdivisions 863,072 (9,057) 59,299 (1,770) 922,371 (10,827)
Corporates 24,432 (25) 10,999 3) 35,431 (28)
Total $3,456,740 $ (48,408) $403,237 $ (14,250) $3,859,977 $ (62,658)
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December 31, 2016

Description of Securities

U.S. Treasury

U.S. Agencies
Mortgage-backed

State and political subdivisions
Corporates

Total
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Less than 12 months
Unrealized

Fair Value Losses
$ 48,678 $ (1,526)
103,979 (34)
2,735,868 (55,035)
1,748,922 (36,639)
41,966 (90)

$4,679.413 $ (93,324)

20

12 months or more
Fair Unrealized

Value Losses
$ $
9,989 (14)
269,637 (13,425)
8,565 (150)
17,982 (37)

$306,173  $ (13,626)

Total

Unrealized

Fair Value Losses
$ 48678 $ (1,526)
113,968 (48)
3,005,505 (68,460)
1,757,487 (36,789)
59,948 (127)

$4,985,586 $ (106,950)
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The unrealized losses in the Company s investments in U.S. treasury obligations, U.S. government agencies,
Government Sponsored Entity (GSE) mortgage-backed securities, municipal securities, and corporates were caused by
changes in interest rates. The Company does not have the intent to sell these securities and does not believe it is more
likely than not that the Company will be required to sell these securities before a recovery of amortized cost. The
Company expects to recover its cost basis in the securities and does not consider these investments to be
other-than-temporarily impaired at June 30, 2017.

Securities Held to Maturity
The following table shows the Company s held to maturity investments amortized cost, fair value, and gross unrealized

gains and losses at June 30, 2017 and net unrealized gains, aggregated by maturity category, at December 31, 2016,
respectively (in thousands):

Gross Gross
Amortized Unrealized Unrealized Fair
June 30, 2017 Cost Gains Losses Value
State and political subdivisions:
Due in 1 year or less $ 5389 $ $ (38 $ 5,351
Due after 1 year through 5 years 106,679 2,239 (2,089) 106,829
Due after 5 years through 10 years 368,156 5,334 (19,340) 354,150
Due after 10 years 799,300 7,226 (88,179) 718,347
Total state and political subdivisions $1,279,524  $ 14,799 $ (109,646) $1,184,677
Gross Gross
Amortized Unrealized Unrealized Fair
December 31, 2016 Cost Gains Losses Value
State and political subdivisions:
Due in 1 year or less $ 6,077 $ 5 93 947) $ 5,135
Due after 1 year through 5 years 82,650 2,376 (1,474) 83,552
Due after 5 years through 10 years 341,741 8,854 (3,021) 347,574
Due after 10 years 685,464 15,717 (31,415) 669,766
Total state and political subdivisions $1,115932 $ 26952 $ (36,857) $1,106,027

Expected maturities will differ from contractual maturities because borrowers may have the right to call or prepay
obligations with or without call or prepayment penalties.

There were no sales of securities held to maturity during the six months ended June 30, 2017 or 2016.
Trading Securities
The net unrealized losses on trading securities at June 30, 2017 were $67 thousand and the net unrealized gains on

trading securities at June 30, 2016 were $93 thousand. These unrealized gains and losses were included in trading and
investment banking income on the Consolidated Statements of Income. In order to offset interest rate risk exposure

Table of Contents 39



Edgar Filing: UMB FINANCIAL CORP - Form 10-Q

within the trading portfolio, the Company has begun short selling U.S. Treasury and Corporate securities in which the
Company enters into agreements to sell securities at a fixed price on a fixed date prior to purchasing the related
securities. Securities sold not yet purchased totaled $6.6 million at June 30, 2017 and is classified within the Other
liabilities line of the Company s Consolidated Balance Sheets.
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Other Securities

The table below provides detailed information for Federal Reserve Bank (FRB) stock and Federal Home Loan Bank
(FHLB) stock and other securities at June 30, 2017 and December 31, 2016 (in thousands):

Gross Gross
Amortized Unrealized Unrealized Fair

June 30, 2017 Cost Gains Losses Value
FRB and FHLB stock $ 33262 $ $ $33,262
Other securities marketable 3 6,002 6,005
Other securities non-marketable 24,181 1,596 ®)) 25,772
Total Other securities $ 57446 $ 7,598 $ (5) $65,039
December 31, 2016

FRB and FHLB stock $ 33262 $ $ $33,262
Other securities marketable 4 9,948 9,952
Other securities non-marketable 24,272 820 25,092
Total Other securities $ 57,538 $ 10,768 $ $ 68,306

Investment in FRB stock is based on the capital structure of the investing bank, and investment in FHLB stock is
mainly tied to the level of borrowings from the FHLB. These holdings are carried at cost. Other marketable and
non-marketable securities include Prairie Capital Management (PCM) alternative investments in hedge funds and
private equity funds, which are accounted for as equity-method investments. The fair value of other marketable
securities includes alternative investment securities of $6.0 million at June 30, 2017 and $10.0 million at

December 31, 2016. The fair value of other non-marketable securities includes alternative investment securities of
$2.9 million at June 30, 2017 and $2.0 million at December 31, 2016. Unrealized gains or losses on alternative
investments are recognized in the Equity earnings (loss) on alternative investments of the Company s Consolidated
Statements of Income.

6. Goodwill and Other Intangibles
Changes in the carrying amount of goodwill for the periods ended June 30, 2017 and December 31, 2016 by
reportable segment are as follows (in thousands):

Institutional
Investment Asset
Bank Management  Servicing Total
Balances as of January 1, 2017 $161,391 $ 47,529 $ 19,476 $228,396
Discontinued assets (47,529) (47,529)
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Balances as of June 30, 2017 $161,391 $ $ 19,476  $180,867

Balances as of January 1, 2016 $161,341 $ 47,529 $ 19,476  $228,346

Acquisition of Marquette 50 50

Discontinued assets (47,529) (47,529)

Balances as of D