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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington D.C. 20549
Form 10-Q
[O] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the Quarterly Period Ended June 30, 2011
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 1-11302
(Exact name of registrant as specified in its charter)

Ohio 34-6542451
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
127 Public Square, Cleveland, Ohio 44114-1306
(Address of principal executive offices) (Zip Code)

(216) 689-3000

(Registrant s telephone number, including area code)
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 b No o
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 b No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer p Accelerated filer o

Non-accelerated filer o (Do not check if a smaller reporting Smaller reporting company o

company)

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

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

Common Shares with a par value of 952,859,183 Shares
$1 each
(Title of class) (Outstanding at August 1, 2011)
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Throughout the Notes to Consolidated Financial Statements (Unaudited) and Management s Discussion &
Analysis of Financial Condition & Results of Operations, we use certain acronyms and abbreviations which are

defined in Note 1 ( Basis of Presentation ), which begins on page 9.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

Consolidated Balance Sheets

“ept per share data
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>
mestic offices:

1ey market deposit accounts
its
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eign office interest-bearing

purchased and securities sold under repurchase agreements
1 other short-term borrowings
ilities

Table of Contents

Decemb

June 30, 3

2011 201
(Unaudited)

$ 83 $ gy

4,563 1,34

769 9¢

18,680 21,9:

19 ]

1,195 1,35

47,840 50,1(

1,230 1,6(

46,610 48,5(

381 4¢

919 o

453 5(

917 9]

19 p

3,208 3,1¢

900 1,0(

2,968 3.8

6,328 6,55

$88,782 $91,8¢

$26,277 $27,0¢

1,973 1,87
4,939 5,8¢
7,167 8,24

40,356 43,0:
19,318 16,6:
736 A

60,410 60,61

1,668 2,0¢
511 1,1¢
991 1,1¢

10



Edgar Filing: KEYCORP /NEW/ - Form 10-Q

1se and other liabilities 1,518 1,97
t 10,997 10,5¢
iabilities (including $2,949 of consolidated education loan securitization trust VIEs at fair value, see Note 9)@ 2,950 2,9¢
5 79,045 80,4¢

, $1 par value, authorized 25,000,000 shares:

nulative Perpetual Convertible Preferred Stock, Series A, $100 liquidation preference; authorized 7,475,000

2,904,839, 2,904,839 and 2,904,839 shares 291 2
mulative Perpetual Preferred Stock, Series B, $100,000 liquidation preference; authorized and issued 25,000

2,44

s, $1 par value; authorized 1,400,000,000 shares; issued 1,016,969,905 946,348,435 and 946,348,435 shares 1,017 1%
¢ warrant ¢
; 4,191 3,71
ngs 5,926 5,55
, at cost (63,147,538, 65,740,726 and 65,833,721) (1,815) (1,9(
yther comprehensive income (loss) 109 (]
ers  equity 9,719 11,11
y interests 18 2!
9,737 11,3

s and equity $88,782 $91,8¢

(a) The assets of the VIEs can only be used by the particular VIE and there is no recourse to Key with respect to the
liabilities of the consolidated LIHTC or education loan securitization trust VIEs.
See Notes to Consolidated Financial Statements (Unaudited).
5
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Consolidated Statements of Income (Unaudited)

Three months ended June

30,
dollars in millions, except per share amounts 2011 2010
INTEREST INCOME
Loans $ 551 $ 677
Loans held for sale 3 5
Securities available for sale 149 154
Held-to-maturity securities 1
Trading account assets 9 10
Short-term investments 1 2
Other investments 12 13
Total interest income 726 861
INTEREST EXPENSE
Deposits 100 188
Federal funds purchased and securities sold under
repurchase agreements 2 2
Bank notes and other short-term borrowings 3 4
Long-term debt 57 50
Total interest expense 162 244
NET INTEREST INCOME 564 617
Provision (credit) for loan and lease losses 8 228
Net interest income (expense) after provision for loan
and lease losses 572 389
NONINTEREST INCOME
Trust and investment services income 113 112
Service charges on deposit accounts 69 80
Operating lease income 32 43
Letter of credit and loan fees 47 42
Corporate-owned life insurance income 28 28
Net securities gains (losses)@ 2 2)
Electronic banking fees 33 29
Gains on leased equipment 5 2
Insurance income 14 19
Net gains (losses) from loan sales 11 25
Net gains (losses) from principal investing 17 17
Investment banking and capital markets income (loss) 42 31
Other income 41 66
Total noninterest income 454 492
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Six months ended June

2011
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325
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1,209
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$
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9
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1
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4
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NONINTEREST EXPENSE
Personnel

Net occupancy

Operating lease expense

Computer processing

Business services and professional fees
FDIC assessment

OREO expense, net

Equipment

Marketing

Provision (credit) for losses on lending-related
commitments

Other expense

Total noninterest expense

INCOME (LOSS) FROM CONTINUING
OPERATIONS BEFORE INCOME TAXES
Income taxes

INCOME (LOSS) FROM CONTINUING
OPERATIONS

Income (loss) from discontinued operations, net of taxes
of ($6), ($17), ($12) and ($15) (see Note 11)

NET INCOME (LOSS)
Less: Net income (loss) attributable to noncontrolling
interests

NET INCOME (LOSS) ATTRIBUTABLE TO KEY

Income (loss) from continuing operations attributable to
Key common shareholders

Net income (loss) attributable to Key common
shareholders

Per common share:

Income (loss) from continuing operations attributable to
Key common shareholders

Income (loss) from discontinued operations, net of taxes
Net income (loss) attributable to Key common
shareholders

Per common share assuming dilution:

Income (loss) from continuing operations attributable to
Key common shareholders

Income (loss) from discontinued operations, net of taxes
Net income (loss) attributable to Key common
shareholders

Cash dividends declared per common share

Table of Contents
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42
44

3
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(12)
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346
94

252

(€))

243

240

243

234

26
(.01)

25

26
(.01)

25
03

385
64
35
47
41
33
22
26
16

(10)
110

769
112

11
101

27)

74

70

56

29

.06
(.03)

.03

.06
(.03)

.03
.01

751
127
53
84
82
38
7
52
20

(16)
183

1,381

739
205
534
(20)
514
11

503

427

407

47
.02)

44

46
.02)

44
04

747
130
74
94
79
70
54
50
29

(12)
239

1,554

(1)
(71)
60
(25)
35
20

15

(42)

(67)

(.05)
(.03)

(.08)

(.05)
(.03)

(.08)
.02
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Weighted-average common shares outstanding (000) ® 947,565 874,664 914,911 874,526
Weighted-average common shares and potential
common shares outstanding (000) 952,133 874,664 920,162 874,526

(a) For the three months ended June 30, 2011, we did not have impairment losses related to securities. For the three
months ended June 30, 2010, we had $4 million in impairment losses related to securities, which were recognized
in earnings.

(b) Assumes conversion of stock options and/or Preferred Series A, as applicable.
See Notes to Consolidated Financial Statements (Unaudited).
6
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Consolidated Statements of Changes in Equity (Unaudited)

Key Shareholders Equity

Preferred Common Accumulated
Shares  Shares Common Treasury Other

Outstandik@utstanding Preferred Common Stock Capital Retained CStogrehdNuiventCallingg
Income

millions, except per share amounts  (000) (000) Stock Sharé¥arrant Surplus Earnings at Cost (Loss)Interests

E AT DECEMBER 31, 2009 2930 878,535 $ 2,721 $ 946 $ 87 $3,734 $5,158 $(1,980) $ (3) $ 270
e effect adjustment to beginning

‘Retained Earnings 45

e (loss) 15 20

prehensive income (loss):
ized gains (losses) on securities
or sale, net of income taxes of $136 230
ized gains (losses) on derivative
nstruments, net of income taxes of
(66)
ution to noncontrolling interests (38
rrency translation adjustments (19)
n and postretirement benefit costs,
me taxes 11

prehensive income (loss)

ompensation 9

lends declared on common shares

hare) (18)
lends declared on Noncumulative

referred Stock ($3.875 per share) (12)
lends accrued on Cumulative

referred Stock (5% per annum) (62)
jon of discount on Series B

Stock 8 (®)
shares reissued for stock options and

loyee benefit plans 1,980 42) 66

E AT JUNE 30, 2010 2,930 880,515 $ 2,729 § 946 $ 87 §$3,701 $5,118 $(1,914) $153 $ 252

E AT DECEMBER 31, 2010 2,930 880,608 $ 2737 $ 946 $ 87 $3,711 $5,557 $(1,904) $ (17) $ 257
e (loss) 503

prehensive income (loss):

ized gains (losses) on securities

or sale, net of income taxes of $61 103

ized gains (losses) on derivative 7
nstruments, net of income taxes of
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e of common stock warrant

jon of discount on Series B

Stock

shares issuance
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E AT JUNE 30, 2011
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(25)

70,621

2,593

(2,451)

71

1

2,905 953,822 $ 291 $1,017

See Notes to Consolidated Financial Statements (Unaudited).

7

87)

2

17

533

(68)

$4,191

(38)
(12)
3D
(49)

C))

89

13

(239

$5926 $(1,815) $109 $ 18
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Consolidated Statements of Cash Flows (Unaudited)

Six months ended June 30,

in millions 2011 2010
OPERATING ACTIVITIES
Net income (loss) $ 514 $ 35

Adjustments to reconcile net income (loss) to net cash provided by (used in)
operating activities:

Provision (credit) for loan and lease losses (48) 641

Depreciation and amortization expense 143 173

FDIC (payments) net of FDIC expense 35 59

Deferred income taxes 157 (66)
Net losses (gains) and writedown on OREO 5 48

Provision (credit) for customer derivative losses (12) 27

Net losses (gains) from loan sales 30) (29)
Net losses (gains) from principal investing (52) 54)
Provision (credit) for losses on lending-related commitments (16) (12)
(Gains) losses on leased equipment 9 (10)
Net securities losses (gains) €)) (D)
Net decrease (increase) in loans held for sale excluding transfers from continuing

operations 140 (48)
Net decrease (increase) in trading account assets 216 195

Other operating activities, net 412 595

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES 1,454 1,553

INVESTING ACTIVITIES

Net decrease (increase) in short-term investments (3,219) (241)
Purchases of securities available for sale (619) (4,453)
Proceeds from sales of securities available for sale 1,587 32

Proceeds from prepayments and maturities of securities available for sale 2,448 1,676

Proceeds from prepayments and maturities of held-to-maturity securities 4

Purchases of held-to-maturity securities 2) )
Purchases of other investments (104) (60)
Proceeds from sales of other investments 43 88

Proceeds from prepayments and maturities of other investments 41 53

Net decrease (increase) in loans, excluding acquisitions, sales and transfers 1,775 3,882

Proceeds from loan sales 94 293

Purchases of premises and equipment (74) 54)
Proceeds from sales of premises and equipment 1

Proceeds from sales of other real estate owned 94 79

NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES 2,064 1,298

FINANCING ACTIVITIES

Net increase (decrease) in deposits (200) (3,196)
Net increase (decrease) in short-term borrowings (1,017) 1,573

Net proceeds from issuance of long-term debt 1,020 18

Payments on long-term debt (684) (1,034)
Net proceeds from issuance of common stock 604

Table of Contents
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Series B Preferred Stock TARP redemption (2,500)
Repurchase of common stock warrant (70)
Cash dividends paid (96)
NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES (2,943)
NET INCREASE (DECREASE) IN CASH AND DUE FROM BANKS 575
CASH AND DUE FROM BANKS AT BEGINNING OF PERIOD 278
CASH AND DUE FROM BANKS AT END OF PERIOD $ 853

Additional disclosures relative to cash flows:

Interest paid $ 317

Income taxes paid (refunded) (319)
Noncash items:

Loans transferred to held for sale from portfolio $ 54

Loans transferred to other real estate owned 23

See Notes to Consolidated Financial Statements (Unaudited).
8

92)
(2,731)

120
471

$ 591

$ 528
157)

$ 208
99
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Notes to Consolidated Financial Statements (Unaudited)
1. Basis of Presentation

As used in these Notes, references to Key, we,

our,

us and similar terms refer to the consolidated entity consisting

KeyCorp and its subsidiaries. KeyCorp refers solely to the parent holding company, and KeyBank refers to KeyCorp s

subsidiary, KeyBank National Association.

The acronyms and abbreviations identified below are used in the Notes to Consolidated Financial Statements
(Unaudited) as well as Management s Discussion & Analysis of Financial Condition & Results of Operations. You
may find it helpful to refer back to this page as you read the 10-Q.

References to our 2010 Annual Report on Form 10-K refer to our Annual Report on Form 10-K for the year ended
December 31, 2010, which has been filed with the U.S. Securities and Exchange Commission and is available on its
website (Www.sec.gov) or on our website (www.key.com/ir), and list specific sections and page locations in our 2010
Annual Report on Form 10-K as filed with the U.S. Securities and Exchange Commission.

AICPA: American Institute of Certified Public
Accountants.

ALCO: Asset/Liability Management Committee.
ALLL: Allowance for loan and lease losses.
A/LM: Asset/liability management.

AOCI: Accumulated other comprehensive income
(loss).

APBO: Accumulated postretirement benefit obligation.

Austin: Austin Capital Management, Ltd.

BHCs: Bank holding companies.

CMO: Collateralized mortgage obligation.

Common Shares: Common Stock, $1 par value.
CPP: Capital Purchase Program of the U.S. Treasury.
DIF: Deposit Insurance Fund.

Dodd-Frank Act: Dodd-Frank Wall Street Reform and
Consumer Protection Act of 2010.

ERM: Enterprise risk management.
EVE: Economic value of equity.
FASB: Financial Accounting Standards Board.

FDIC: Federal Deposit Insurance Corporation.
Federal Reserve: Board of Governors of the Federal
Reserve

System.

FHLMC: Federal Home Loan Mortgage Corporation.
FNMA: Federal National Mortgage Association.
GAAP: U.S. generally accepted accounting principles.
GNMA: Government National Mortgage Association.

IRS: Internal Revenue Service.

ISDA: International Swaps and Derivatives
Association.

KAHC: Key Affordable Housing Corporation.

Table of Contents

NASDAQ: National Association of Securities Dealers

Automated Quotation System.

N/M: Not meaningful.

NOW: Negotiable Order of Withdrawal.
NYSE: New York Stock Exchange.

OCC: Office of the Controller of the Currency.
OCI: Other comprehensive income (loss).
OREQO: Other real estate owned.

OTTTI: Other-than-temporary impairment.

PBO: Projected Benefit Obligation.

QSPE: Qualifying special purpose entity.

S&P: Standard and Poor s Ratings Services, a Division of
The

McGraw-Hill Companies, Inc.

SCAP: Supervisory Capital Assessment Program
administered

by the Federal Reserve.

SEC: U.S. Securities and Exchange Commission.
Series A Preferred Stock: KeyCorp s 7.750%
Noncumulative

Perpetual Convertible Preferred Stock, Series A.
Series B Preferred Stock: KeyCorp s Fixed-Rate
Cumulative

Perpetual Preferred Stock, Series B issued to the
U.S. Treasury under the CPP.

SILO: Sale in, lease out transaction.

SPE: Special Purpose Entities.

TAG: Transaction Account Guarantee program of the
FDIC.

TARP: Troubled Asset Relief Program.

TDR: Troubled debt restructuring.

TE: Taxable equivalent.

19
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LIBOR: London Interbank Offered Rate.

LIHTC: Low-income housing tax credit.
LILO: Lease in, lease out transaction.

Moody s: Moody s Investors Service, Inc.

N/A: Not applicable.

TLGP: Temporary Liquidity Guarantee Program of the
FDIC.

U.S. Treasury: United States Department of the Treasury.
VAR: Value at risk.

VEBA: Voluntary Employee Benefit Association.

VIE: Variable interest entity.

XBRL: eXtensible Business Reporting Language.

The consolidated financial statements include the accounts of KeyCorp and its subsidiaries. All significant
intercompany accounts and transactions have been eliminated in consolidation. Some previously reported amounts
have been reclassified to conform to current reporting practices.

9
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The consolidated financial statements include any voting rights entities in which we have a controlling financial
interest. In accordance with the applicable accounting guidance for consolidations, we consolidate a VIE if we have:
(1) a variable interest in the entity; (ii) the power to direct activities of the VIE that most significantly impact the
entity s economic performance; and (iii) the obligation to absorb losses of the entity or the right to receive benefits
from the entity that could potentially be significant to the VIE (i.e., we are considered to be the primary beneficiary).
Variable interests can include equity interests, subordinated debt, derivative contracts, leases, service agreements,
guarantees, standby letters of credit, loan commitments, and other contracts, agreements and financial instruments.
See Note 9 ( Variable Interest Entities ) for information on our involvement with VIEs.

We use the equity method to account for unconsolidated investments in voting rights entities or VIEs if we have
significant influence over the entity s operating and financing decisions (usually defined as a voting or economic
interest of 20% to 50%, but not controlling). Unconsolidated investments in voting rights entities or VIEs in which we
have a voting or economic interest of less than 20% generally are carried at cost. Investments held by our registered
broker-dealer and investment company subsidiaries (primarily principal investments) are carried at fair value.
Effective January 1, 2010, we prospectively adopted new accounting guidance that changes the way we account for
securitizations and SPEs by eliminating the concept of a QSPE and changing the requirements for derecognition of
financial assets. In adopting this guidance, we had to analyze our existing QSPEs for possible consolidation. As a
result, we consolidated our education loan securitization trusts. That consolidation added $2.8 billion in discontinued
assets, and liabilities and equity to our balance sheet, of which $2.6 billion of the assets represented loans. Prior to
January 1, 2010, QSPEs, including securitization trusts, established under the applicable accounting guidance for
transfers of financial assets were not consolidated. For additional information related to the consolidation of our
education loan securitization trusts, see Note 9 ( Variable Interest Entities ) and Note 11 ( Divestiture and Discontinued
Operations ).

We believe that the unaudited consolidated interim financial statements reflect all adjustments of a normal recurring
nature and disclosures that are necessary for a fair presentation of the results for the interim periods presented.

The results of operations for the interim period are not necessarily indicative of the results of operations to be
expected for the full year. The interim financial statements should be read in conjunction with the audited
consolidated financial statements and related notes included in our 2010 Annual Report on Form 10-K.

In preparing these financial statements, subsequent events were evaluated through the time the financial statements
were issued. Financial statements are considered issued when they are widely distributed to all shareholders and other
financial statement users, or filed with the SEC.

Offsetting Derivative Positions

In accordance with the applicable accounting guidance related to the offsetting of certain derivative contracts on the
balance sheet, we take into account the impact of bilateral collateral and master netting agreements that allow us to
settle all derivative contracts held with a single counterparty on a net basis, and to offset the net derivative position
with the related collateral when recognizing derivative assets and liabilities. Additional information regarding
derivative offsetting is provided in Note 7 ( Derivatives and Hedging Activities ).

Accounting Guidance Adopted in 2011

Improving disclosures about fair value measurements. In January 2010, the FASB issued accounting guidance which
requires new disclosures regarding certain aspects of an entity s fair value disclosures and clarifies existing fair value
disclosure requirements. Most of these new disclosures were required for interim and annual reporting periods
beginning after December 15, 2009 (effective January 1, 2010, for us), however, the disclosures regarding purchases,
sales, issuances and settlements in the rollforward of activity in Level 3 fair value measurements are effective for
interim and annual periods beginning after December 15, 2010 (effective January 1, 2011, for us). The required
disclosures are provided in Note 5 ( Fair Value Measurements ).

Credit quality disclosures. In July 2010, the FASB issued new accounting guidance that requires additional
disclosures about the credit quality of financing receivables (i.e., loans) and the allowance for credit losses. Most of
these additional disclosures were required for interim and annual reporting periods ending on or after December 15,
2010 (effective December 31, 2010, for us). Specific items regarding activity that occurred before the issuance of this
accounting guidance,
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such as the allowance rollforward disclosures, are required for periods beginning after December 15, 2010 (January 1,
2011, for us). The required disclosures are provided in Note 4 ( Asset Quality ).
Accounting Guidance Pending Adoption at June 30, 2011
Troubled debt restructurings. In April 2011, the FASB issued accounting guidance to assist creditors in evaluating
whether a modification or restructuring of a loan is a TDR. It clarifies existing guidance on whether the creditor has
granted a concession and whether the debtor is experiencing financial difficulties, which are the two criteria used to
determine whether a modification or restructuring is a TDR. This accounting guidance also requires additional
disclosures regarding TDRs. It is effective for the first interim or annual period beginning after June 15, 2011
(effective July 1, 2011, for us) and is applied retrospectively for all modifications and restructurings that have
occurred from the beginning of the annual period of adoption (2011 for us). We do not expect the adoption of this
accounting guidance to have a material effect on our financial condition or results of operations.
Fair value measurement. In May 2011, the FASB issued accounting guidance that changes the wording used to
describe many of the current accounting requirements for measuring fair value and disclosing information about fair
value measurements. This accounting guidance clarifies the FASB s intent about the application of existing fair value
measurement requirements. It is effective for the interim and annual periods beginning on or after December 15, 2011
(effective January 1, 2012, for us) with early adoption prohibited. We do not expect the adoption of this accounting
guidance to have a material effect on our financial condition or results of operations.
Presentation of comprehensive income. In June 2011, the FASB issued new accounting guidance that will require all
nonowner changes in shareholders equity to be presented either in a single continuous statement of comprehensive
income or in two separate but consecutive statements. This new accounting guidance does not change any of the
components that are currently recognized in net income or comprehensive income. It will be effective for public
entities for interim and annual periods beginning after December 15, 2011 (effective January 1, 2012, for us) as well
as interim and annual periods thereafter. Early adoption is permitted. Management is currently evaluating how
comprehensive income will be presented after this new accounting guidance becomes effective.
Repurchase agreements. In April 2011, the FASB issued accounting guidance that changed the accounting for
repurchase agreements and other similar arrangements by eliminating the collateral maintenance requirement when
assessing effective control in these transactions. This change could result in more of these transactions being
accounted for as secured borrowings instead of sales. This accounting guidance will be effective for new transactions
and transactions that are modified on or after the first interim or annual period beginning after December 15, 2011
(effective January 1, 2012, for us). Early adoption of this guidance is prohibited. We do not expect the adoption of this
accounting guidance to have a material effect on our financial condition or results of operations since we do not
account for these types of arrangements as sales.

11
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2. Earnings Per Common Share
Our basic and diluted earnings per Common Share are calculated as follows:

dollars in millions, except per share amounts

EARNINGS

Income (loss) from continuing operations

Less: Net income (loss) attributable to noncontrolling
interests

Income (loss) from continuing operations attributable to
Key

Less: Dividends on Series A Preferred Stock

Cash dividends on Series B Preferred Stock
Amortization of discount on Series B Preferred Stock®

Income (loss) from continuing operations attributable to
Key common shareholders

Income (loss) from discontinued operations, net of taxes
(@)

Net income (loss) attributable to Key common
shareholders

WEIGHTED-AVERAGE COMMON SHARES
Weighted-average common shares outstanding (000)
Effect of dilutive convertible preferred stock, common
stock options and other stock awards (000)

Weighted-average common shares and potential
common shares outstanding (000)

EARNINGS PER COMMON SHARE

Income (loss) from continuing operations attributable to
Key common shareholders

Income (loss) from discontinued operations, net of taxes
(@)

Net income (loss) attributable to Key common
shareholders(©

Income (loss) from continuing operations attributable to
Key common shareholders assuming dilution

Table of Contents

Three months ended June Six months ended June
30, 30,
2011 2010 2011 2010
252 $ 101 $ 534 $ 60
3 4 11 20
249 97 523 40
6 6 12 12
31 31 62
4 53 8
243 56 427 42)
9 (27) (20) (25)
234 $ 29 $ 407 $ (67)
947,565 874,664 914,911 874,526
4,568 5,251
952,133 874,664 920,162 874,526
.26 $ .06 $ 47 $ (.05)
(.01) (.03) .02) (.03)
25 .03 44 (.08)
26 $ .06 $ 46 $ (.05)
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Income (loss) from discontinued operations, net of taxes

@ .01) (.03) .02) (.03)
Net income (loss) attributable to Key common
shareholders assuming dilutiof®) 25 .03 44 (.08)

(a) In September 2009, we decided to discontinue the education lending business conducted through Key
Education Resources, the education payment and financing unit of KeyBank. In April 2009, we
decided to wind down the operations of Austin, a subsidiary that specialized in managing hedge fund
investments for institutional customers. As a result of these decisions, we have accounted for these
businesses as discontinued operations. The loss from discontinued operations for the period ended
June 30, 2011, was primarily attributable to fair value adjustments related to the education lending
securitization trusts.

(b) March 31, 2011 includes a $49 million deemed dividend.

(c) EPS may not foot due to rounding.
12
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3. Loans and Loans Held for Sale
Our loans by category are summarized as follows:

June 30,
in millions 2011
Commercial, financial and agricultural $ 16,883
Commercial real estate:
Commercial mortgage 8,069
Construction 1,631
Total commercial real estate loans 9,700
Commercial lease financing 6,105
Total commercial loans 32,688
Residential prime loans:
Real estate  residential mortgage 1,838
Home equity:
Key Community Bank 9,431
Other 595
Total home equity loans 10,026
Total residential ~prime loans 11,864
Consumer other Key Community Bank 1,157
Consumer other:
Marine 1,989
Other 142
Total consumer other 2,131
Total consumer loans 15,152
Total loans @ $ 47,840

(a) Excludes loans in the amount of $6.3 billion, $6.5 billion and $6.6 billion at June 30, 2011, December 31, 2010

December
31,
2010

$ 16,441

9,502
2,106

11,608
6,471

34,520
1,844

9,514
666

10,180
12,024
1,167

2,234
162

2,396

15,587

$ 50,107

June 30,
2010

$ 17,113

9,971
3,430

13,401
6,620

37,134
1,846

9,775
753

10,528
12,374
1,147

2,491
188

2,679
16,200

$ 53,334

and June 30, 2010, respectively, related to the discontinued operations of the education lending business.

Our loans held for sale are summarized as follows:

June 30,
in millions 2011
Commercial, financial and agricultural $ 80
Real estate commercial mortgage 198
Real estate  construction 39
Commercial lease financing 6
Real estate  residential mortgage 58
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December
31,
2010

$ 196
118

35

8

110

June 30,
2010

$ 255
235

112

16

81
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Total loans held for sale $ 381 $ 467 @ $ 699

(a) Excludes loans in the amount of $15 million and $92 million at December 31, 2010, and June 30, 2010,
respectively, related to the discontinued operations of the education lending business. There were no loans held
for sale in the discontinued operations of the education lending business at June 30, 2011.

Our summary of changes in loans held for sale follows:

December

June 30, 31, June 30,
in millions 2011 2010 2010
Balance at beginning of period $ 426 3 637 $ 556
New originations 914 1,053 812
Transfers from held to maturity, net 16 65
Loan sales (1,039) (1,174) (712)
Loan draws (payments), net 73 49) (16)
Transfers to OREO / valuation adjustments 9 (6)
Balance at end of period $ 381 $ 467 $ 699

13
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4. Asset Quality
We manage our exposure to credit risk by closely monitoring loan performance trends and general economic
conditions. A key indicator of the potential for future credit losses is the level of nonperforming assets and past due
loans.
Our nonperforming assets and past due loans were as follows:

December

June 30, 31, June 30,
in millions 2011 2010 2010
Total nonperforming loans $ 842 $ 1,068 $ 1,703
Nonperforming loans held for sale 42 106 221
OREO 52 129 136
Other nonperforming assets 14 35 26
Total nonperforming assets $ 950 $ 1,338 $ 2,086
Impaired loans $ 706 $ 881 $ 1,435
Impaired loans with a specifically allocated allowance 488 621 1,099
Specifically allocated allowance for impaired loans 46 58 157
Restructured loans included in nonperforming loans® $ 144  $ 202 $ 167
Restructured loans with a specifically allocated allowance ®) 19 57 65
Specifically allocated allowance for restructured loans (©) 5 18 15
Accruing loans past due 90 days or more $ 118 § 239 $ 240
Accruing loans past due 30 through 89 days 465 476 610

(a) Restructured loans (i.e., troubled debt restructurings) are those for which we, for reasons related to a borrower s
financial difficulties, grant a concession that we would not otherwise have considered. To improve the
collectability of the loan, typical concessions include reducing the interest rate, extending the maturity date or
reducing the principal balance.

(b) Included in impaired loans with a specifically allocated allowance.

(c) Included in specifically allocated allowance for impaired loans.

Impaired loans totaled $706 million at June 30, 2011, compared to $881 million at December 31, 2010, and

$1.4 billion at June 30, 2010. Impaired loans had an average balance of $718 million for the second quarter of 2011
and $1.6 billion for the second quarter of 2010.

Of total impaired loans, $488 million was reviewed to determine if a specifically allocated allowance was required at
June 30, 2011 in accordance with our $2.5 million threshold for such loans. As a result, $166 million of these loans
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had $46 million of specifically allocated allowance and $322 million had a zero specific allocation. Also, $218 million
of impaired loans under the $2.5 million threshold were allocated an allowance of $81 million at June 30, 2011, for a
total of $384 million of loans with an allowance of $127 million at June 30, 2011, as shown in the following table.
At June 30, 2011, aggregate restructured loans (accrual, nonaccrual, and held-for-sale loans) totaled $252 million
while at December 31, 2010 total restructured loans totaled $297 million. Although we added $87 million in
restructured loans during the first six months ended June 30, 2011, the overall decrease in restructured loans was
primarily attributable to $132 million in payments and