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NOTE ON TERMINOLOGY
In this Annual Report on Form 10-K, the terms “Arrow,” “the registrant,” “the Company,” “we,” “us,” and “our,” generally refer to
Arrow Financial Corporation and subsidiaries as a group, except where the context indicates otherwise.  At certain
points in this Report, our performance is compared with that of our “peer group” of financial institutions.  Unless
otherwise specifically stated, this peer group is comprised of the group of 68 domestic (U.S.-based) bank holding
companies with $1 to $3 billion in total consolidated assets as identified in the Federal Reserve Board’s most recent
“Bank Holding Company Performance Report” (which is the Performance Report for the most recently available period
ending September 30, 2018), and peer group data has been derived from such Report.  This peer group is not,
however, identical to either of the peer groups comprising the two bank indices included in the stock performance
graphs on pages 20 and 21 of this Report.

THE COMPANY AND ITS SUBSIDIARIES
Arrow is a two-bank holding company headquartered in Glens Falls, New York.  Our banking subsidiaries are Glens
Falls National Bank and Trust Company (Glens Falls National/GFNB) whose main office is located in Glens Falls,
New York, and Saratoga National Bank and Trust Company (Saratoga National/SNB) whose main office is located in
Saratoga Springs, New York.  Active subsidiaries of Glens Falls National include Upstate Agency, LLC (an insurance
agency that sells property and casualty insurance agency and also specializes in selling and servicing group health care
policies and life insurance), North Country Investment Advisers, Inc. (a registered investment adviser that provides
investment advice to our proprietary mutual funds) and Arrow Properties, Inc. (a real estate investment trust, or
REIT). Arrow also owns directly two subsidiary business trusts, organized in 2003 and 2004 to issue trust preferred
securities (TRUPs), which are still outstanding.

FORWARD-LOOKING STATEMENTS
    The information contained in this Annual Report on Form 10-K contains statements that are not historical in nature
but rather are based on our beliefs, assumptions, expectations, estimates and projections about the future.  These
statements are “forward-looking statements” within the meaning of Section 21E of the Securities Exchange Act of 1934,
as amended (the "Exchange Act"), and involve a degree of uncertainty and attendant risk.  Words such as “expects,”
“believes,” “anticipates,” “estimates” and variations of such words and similar expressions often identify such
forward-looking statements.  Some of these statements, such as those included in the interest rate sensitivity analysis
in Item 7A of this Report, entitled “Quantitative and Qualitative Disclosures About Market Risk,” are merely
presentations of what future performance or changes in future performance would look like based on hypothetical
assumptions and on simulation models.  Other forward-looking statements are based on our general perceptions of
market conditions and trends in activity, both locally and nationally, as well as current management strategies for
future operations and development.

These forward-looking statements may not be exhaustive, are not guarantees of future performance and involve
certain risks and uncertainties that are difficult to quantify or, in some cases, to identify.  You should not place undue
reliance on any such forward-looking statements. In the case of all forward-looking statements, actual outcomes and
results may differ materially from what the statements predict or forecast.  Factors that could cause or contribute to
such differences include, but are not limited to:  
•rapid and dramatic changes in economic and market conditions;

• sharp fluctuations in interest rates, economic activity, or consumer spending
patterns;

•sudden changes in the market for products we provide, such as real estate loans;
•significant changes in banking or other laws and regulations, including both enactment of new legal or regulatory
measures (e.g., the Economic Growth, Regulatory Relief and Consumer Protection Act ("Economic Growth Act"), the
Tax Cuts and Jobs Act of 2017 ("Tax Act") and the Dodd-Frank Wall Street Reform and Consumer Protection Act
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("Dodd-Frank")) or the modification or elimination of pre-existing measures;

•
significant changes in U.S. monetary or fiscal policy, including new or revised monetary programs or targets
adopted or announced by the Federal Reserve ("monetary tightening or easing") or significant new federal
legislation materially affecting the federal budget ("fiscal tightening or expansion");

•competition from other sources (e.g., non-bank entities);

•similar uncertainties inherent in banking operations or business generally, including technological developments andchanges; and
•other risks detailed from time to time within our filings with the Securities and Exchange Commission ("SEC").
We are under no duty to update any of the forward-looking statements after the date of this Annual Report on Form
10-K to conform such statements to actual results. All forward-looking statements, express or implied, included in this
Report and the documents we incorporate by reference and that are attributable to the Company are expressly
qualified in their entirety by this cautionary statement. This cautionary statement should also be considered in
connection with any subsequent written or oral forward-looking statements that the Company or any persons acting on
our behalf may issue.
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USE OF NON-GAAP FINANCIAL MEASURES
The SEC has adopted Regulation G, which applies to all public disclosures, including earnings releases, made by
registered companies that contain “non-GAAP financial measures.”  GAAP is generally accepted accounting principles
in the United States of America.  Under Regulation G, companies making public disclosures containing non-GAAP
financial measures must also disclose, along with each non-GAAP financial measure, certain additional information,
including a reconciliation of the non-GAAP financial measure to the closest comparable GAAP financial measure and
a statement of the Company’s reasons for utilizing the non-GAAP financial measure as part of its financial disclosures.
 The SEC has exempted from the definition of “non-GAAP financial measures” certain commonly used financial
measures that are not based on GAAP.  When these exempted measures are included in public disclosures,
supplemental information is not required.  The following measures used in this Report, which are commonly utilized
by financial institutions, have not been specifically exempted by the SEC and may constitute "non-GAAP financial
measures" within the meaning of the SEC's rules, although we are unable to state with certainty that the SEC would so
regard them.

Tax-Equivalent Net Interest Income and Net Interest Margin: Net interest income, as a component of the tabular
presentation by financial institutions of Selected Financial Information regarding their recently completed operations,
as well as disclosures based on that tabular presentation, is commonly presented on a tax-equivalent basis.  That is, to
the extent that some component of the institution's net interest income, which is presented on a before-tax basis, is
exempt from taxation (e.g., is received by the institution as a result of its holdings of state or municipal obligations),
an amount equal to the tax benefit derived from that component is added to the actual before-tax net interest income
total.  This adjustment is considered helpful in comparing one financial institution's net interest income to that of
another institution or in analyzing any institution’s net interest income trend line over time, to correct any analytical
distortion that might otherwise arise from the fact that financial institutions vary widely in the proportions of their
portfolios that are invested in tax-exempt securities, and from the fact that even a single institution may significantly
alter over time the proportion of its own portfolio that is invested in tax-exempt obligations.  Moreover, net interest
income is itself a component of a second financial measure commonly used by financial institutions, net interest
margin, which is the ratio of net interest income to average earning assets.  For purposes of this measure as well,
tax-equivalent net interest income is generally used by financial institutions, again to provide a better basis of
comparison from institution to institution and to better demonstrate a single institution’s performance over time. We
follow these practices.

The Efficiency Ratio: Financial institutions often use an "efficiency ratio" as a measure of expense control.  The
efficiency ratio typically is defined as the ratio of noninterest expense to net interest income and noninterest income.
 Net interest income as utilized in calculating the efficiency ratio is typically the same as the net interest income
presented in Selected Financial Information table discussed in the preceding paragraph, i.e., it is expressed on a
tax-equivalent basis.  Moreover, many financial institutions, in calculating the efficiency ratio, also adjust both
noninterest expense and noninterest income to exclude from these items (as calculated under GAAP) certain recurring
component elements of income and expense, such as intangible asset amortization (which is included in noninterest
expense under GAAP but may not be included therein for purposes of calculating the efficiency ratio) and securities
gains or losses (which are reflected in the calculation of noninterest income under GAAP but may be ignored for
purposes of calculating the efficiency ratio).  We make these adjustments.

Tangible Book Value per Share:  Tangible equity is total stockholders’ equity less intangible assets.  Tangible book
value per share is tangible equity divided by total shares issued and outstanding.  Tangible book value per share is
often regarded as a more meaningful comparative ratio than book value per share as calculated under GAAP, that is,
total stockholders’ equity including intangible assets divided by total shares issued and outstanding.  Intangible assets
includes many items, but in our case, essentially represents goodwill.
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Adjustments for Certain Items of Income or Expense:  In addition to our regular utilization in our public filings and
disclosures of the various non-GAAP measures commonly utilized by financial institutions discussed above, we also
may elect from time to time, in connection with our presentation of various financial measures prepared in accordance
with GAAP, such as net income, earnings per share (i.e., EPS), return on average assets (i.e., ROA), and return on
average equity (i.e., ROE), to provide as well certain comparative disclosures that adjust these GAAP financial
measures, typically by removing therefrom the impact of certain transactions or other material items of income or
expense that are unusual or unlikely to be repeated.  We do so only if we believe that inclusion of the resulting
non-GAAP financial measures may improve the average investor's understanding of our results of operations by
separating out items that have a disproportional positive or negative impact on the particular period in question or by
otherwise permitting a better comparison from period-to-period in our results of operations with respect to our
fundamental lines of business, including the commercial banking business.

We believe that the non-GAAP financial measures disclosed by us from time-to-time are useful in evaluating our
performance and that such information should be considered as supplemental in nature, and not as a substitute for or
superior to, the related financial information prepared in accordance with GAAP.  Our non-GAAP financial measures
may differ from similar measures presented by other companies.

PART I
Item 1.    Business

A. GENERAL
Our holding company, Arrow Financial Corporation, a New York corporation, was incorporated on March 21, 1983
and is registered as a bank holding company within the meaning of the Bank Holding Company Act of 1956.  Arrow
owns two nationally- chartered banks in New York (Glens Falls National and Saratoga National), and through such
banks indirectly owns various non-
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bank subsidiaries, including an insurance agency, a registered investment adviser and a REIT. See "The Company and
Its Subsidiaries," above.
Subsidiary Banks (dollars in thousands)

Glens Falls
National

Saratoga
National

Total Assets at Year-End $ 2,444,624 $ 542,244
Trust Assets Under Administration and
   Investment Management at Year-End
   (Not Included in Total Assets)

$ 1,282,364 $ 103,388

Date Organized 1851 1988
Employees (full-time equivalent) 462 54
Offices 30 10

Counties of Operation

Warren,
Washington,
Saratoga,
Essex &
Clinton

 Saratoga,
Albany,
Rensselaer,
&
Schenectady

Main Office

250 Glen
Street
Glens Falls,
NY

171 So.
Broadway
Saratoga
Springs, NY

The holding company’s business consists primarily of the ownership, supervision and control of our two banks,
including the banks' subsidiaries.  The holding company provides various advisory and administrative services and
coordinates the general policies and operation of the banks. There were 516 full-time equivalent employees, including
58 employees within our insurance agency affiliate, at December 31, 2018.
We offer a broad range of commercial and consumer banking and financial products.  Our deposit base consists of
deposits derived principally from the communities we serve.  We target our lending activities to consumers and small-
and mid-sized companies in our regional geographic area. In addition, through an indirect lending program we acquire
consumer loans from an extensive network of automobile dealers that operate in a larger area of upstate New York,
and in central and southern Vermont. Through our banks' trust operations, we provide retirement planning, trust and
estate administration services for individuals, and pension, profit-sharing and employee benefit plan administration for
corporations.

B. LENDING ACTIVITIES
Arrow engages in a wide range of lending activities, including commercial and industrial lending primarily to small
and mid-sized companies; mortgage lending for residential and commercial properties; and consumer installment and
home equity financing. We also maintain an active indirect lending program through our sponsorship of automobile
dealer programs under which we purchase consumer auto loans, primarily from dealers that meet pre-established
specifications.  From time to time, we sell a portion of our residential real estate loan originations into the secondary
market, primarily to the Federal Home Loan Mortgage Corporation ("Freddie Mac") and other governmental agencies.
Normally, we retain the servicing rights on mortgage loans originated and sold by us into the secondary markets,
subject to our periodic determinations on the continuing profitability of such activity.  
Generally, we continue to implement lending strategies and policies that are intended to protect the quality of the loan
portfolio, including strong underwriting and collateral control procedures and credit review systems. Loans are placed
on nonaccrual status either due to the delinquency status of principal and/or interest or a judgment by management
that the full repayment of principal and interest is unlikely. Home equity lines of credit, secured by real property, are
systematically placed on nonaccrual status when 120 days past due, and residential real estate loans when 150 days

Edgar Filing: ARROW FINANCIAL CORP - Form 10-K

8



past due. Commercial and commercial real estate loans are evaluated on a loan-by-loan basis and are placed on
nonaccrual status when 90 days past due if the full collection of principal and interest is uncertain. (See Part II, Item
7.C.II.c. "Risk Elements.") Subsequent cash payments on loans classified as nonaccrual may be applied all to
principal, although income in some cases may be recognized on a cash basis.
We lend almost exclusively to borrowers within our normal retail service area in northeastern New York State, with
the exception of our indirect consumer lending line of business, where we acquire retail paper from an extensive
network of automobile dealers that operate in a larger area of upstate New York, and in central and southern Vermont.
The loan portfolio does not include any foreign loans or any other significant risk concentrations.  We do not
generally participate in loan syndications, either as originator or as a participant.  However, from time to time, we buy
participations in individual loans, typically commercial loans, originated by other financial institutions in New York
and adjacent states. In recent periods, the total dollar amount of such participations has fluctuated, but generally
represents less than 20% of commercial loans outstanding. Most of the portfolio is fully collateralized, and many
commercial loans are further supported by personal guarantees.
We do not engage in subprime mortgage lending as a business line and we do not extend or purchase so-called "Alt
A," "negative amortization," "option ARM's" or "negative equity" mortgage loans.  

C. SUPERVISION AND REGULATION
The following generally describes the laws and regulations to which we are subject.  Bank holding companies, banks
and their affiliates are extensively regulated under both federal and state law.  To the extent that the following
information summarizes statutory or regulatory law, it is qualified in its entirety by reference to the particular
provisions of the various statutes and regulations.  Any change in applicable law may have a material effect on our
business operations, customers, prospects and investors.

# 5
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Bank Regulatory Authorities with Jurisdiction over Arrow and its Subsidiary Banks

Arrow is a registered bank holding company within the meaning of the Bank Holding Company Act of 1956 ("BHC
Act") and as such is subject to regulation by the Board of Governors of the Federal Reserve System ("FRB").  As a
"bank holding company" under New York State law, Arrow is also subject to regulation by the New York State
Department of Financial Services.  Our two subsidiary banks are both national banks and are subject to supervision
and examination by the Office of the Comptroller of the Currency ("OCC"). The banks are members of the Federal
Reserve System and the deposits of each bank are insured by the Deposit Insurance Fund of the Federal Deposit
Insurance Corporation ("FDIC").  The BHC Act generally prohibits Arrow from engaging, directly or indirectly, in
activities other than banking, activities closely related to banking, and certain other financial activities.  Under the
BHC Act, a bank holding company generally must obtain FRB approval before acquiring, directly or indirectly, voting
shares of another bank or bank holding company, if after the acquisition the acquiror would own 5 percent or more of
a class of the voting shares of that other bank or bank holding company.  Bank holding companies are able to acquire
banks or other bank holding companies located in all 50 states, subject to certain limitations.  Bank holding companies
that meet certain qualifications may choose to apply to the FRB for designation as "financial holding companies." If
they obtain such designation, they will thereafter be eligible to acquire or otherwise affiliate with a much broader
array of other financial institutions than "bank holding companies" are eligible to acquire or affiliate with, including
insurance companies, investment banks and merchant banks. Arrow has not attempted to become, and has not been
designated as, a financial holding company.

The FRB and the OCC have broad regulatory, examination and enforcement authority. The FRB and the OCC conduct
regular examinations of the entities they regulate. In addition, banking organizations are subject to requirements for
periodic reporting to the regulatory authorities.  The FRB and OCC have the authority to implement various remedies
if they determine that the financial condition, capital, asset quality, management, earnings, liquidity or other aspects of
a banking organization's operations are unsatisfactory or if they determine the banking organization is violating or has
violated any law or regulation. The authority of the federal bank regulators over banking organizations includes, but is
not limited to, prohibiting unsafe or unsound practices; requiring affirmative action to correct a violation or unsafe or
unsound practice; issuing administrative orders; requiring the organization to increase capital; requiring the
organization to sell subsidiaries or other assets; restricting dividends, distributions and repurchases of the
organization's stock; restricting the growth of the organization; assessing civil money penalties; removing officers and
directors; and terminating deposit insurance. The FDIC may terminate a depository institution's deposit insurance
upon a finding that the institution's financial condition is unsafe or unsound or that the institution has engaged in
unsafe or unsound practices for certain other reasons.

Regulatory Supervision of Other Arrow Subsidiaries

The insurance agency subsidiary of Glens Falls National is subject to the licensing and other provisions of New York
State Insurance Law and is regulated by the New York State Department of Financial Services. Arrow's investment
adviser subsidiary is subject to the licensing and other provisions of the federal Investment Advisers Act of 1940 and
is regulated by the SEC.

Regulation of Transactions between Banks and their Affiliates

Transactions between banks and their "affiliates" are regulated by Sections 23A and 23B of the Federal Reserve Act
(FRA). Each of our organization's non-bank subsidiaries (other than the business trusts we formed to issue our
TRUPs) is a subsidiary of one of our banks, and also is an "operating subsidiary" under Sections 23A and 23B. This
means the non-bank subsidiary is considered to be part of the bank that owns it and thus is not an affiliate of that bank
for purposes of Section 23A and 23B. However, each of our two banks is an affiliate of the other bank, under Section
23A, and Arrow, the holding company, is also an affiliate of each bank under both Sections 23A and 23B. Extensions
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of credit that a bank may make to affiliates, or to third parties secured by securities or obligations of the affiliates, are
substantially limited by the FRA and the Federal Deposit Insurance Act (FDIA). Such acts further restrict the range of
permissible transactions between a bank and any affiliate, including a bank affiliate. Furthermore, under the FRA, a
bank may engage in certain transactions, including loans and purchases of assets, with a non-bank affiliate, only if
certain special conditions, including collateral requirements for loans, are met and if the other terms and conditions of
the transaction, including interest rates and credit standards, are substantially the same as, or at least as favorable to
the bank as, those prevailing at the time for comparable transactions by the bank with non-affiliated companies or, in
the absence of comparable transactions, on terms and conditions that would be offered by the bank to non-affiliated
companies.

Regulatory Capital Standards

An important area of banking regulation is the federal banking system's promulgation and enforcement of minimum
capitalization standards for banks and bank holding companies.  
Bank Capital Rules. In July 2013, federal bank regulators, including the FRB and the OCC, approved their revised
bank capital rules aimed at implementing capital requirements pursuant to Dodd-Frank. These rules were also
intended to coordinate U.S. bank capital standards with the then-current drafts of the Basel III proposed bank capital
standards for all of the developed world's banking organizations. The federal regulators' revised capital rules (the
"Capital Rules"), which impose significantly higher minimum capital ratios on U.S. financial institutions than the
rules they replaced, became effective for Arrow and its subsidiary banks on January 1, 2015, with full phase in by
2019.
These Capital Rules consist of two basic types of capital measures, a leverage ratio and set of risk-based capital
measures. Within these two broad types of rules, however, significant changes were made in the revised Capital Rules,
as discussed as follows.

# 6
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Leverage Ratio.  The Capital Rules increased the minimum required leverage ratio from 3.0% to 4.0%. The leverage
ratio continues to be defined as the ratio of the institution's "Tier 1" capital (as defined under the new leverage rule) to
total tangible assets (again, as defined under the revised leverage rule).
Risk-Based Capital Measures. Risk-based capital measures assign various risk weightings to all of the institution's
assets, by asset type, and to certain off balance sheet items, and then establish minimum levels of capital to the
aggregate dollar amount of such risk-weighted assets. Under the risk-based Capital Rules, there are 8 major
risk-weighted categories of assets (although there are several additional super-weighted categories for high-risk assets
that are generally not held by community banking organizations like Arrow's). The Capital Rules include a measure
called the "common equity tier 1 capital ratio" (CET1). For this ratio, only common equity (basically, common stock
plus surplus plus retained earnings) qualifies as capital (i.e., CET1). Preferred stock and trust preferred securities,
which qualified as Tier 1 capital under the old Tier 1 risk-based capital measure (and continue to qualify as capital
under the revised Tier 1 risk-based capital measure), are not included in CET1 capital. Technically, under these rules,
CET1 capital also includes most elements of accumulated other comprehensive income (AOCI), including unrealized
securities gains and losses, as part of both total regulatory capital (numerator) and total assets (denominator).
However, smaller banking organizations like Arrow's were given the opportunity to make a one-time irrevocable
election to include or not to include certain elements of AOCI, most notably unrealized securities gains or losses.
Arrow made such an election, i.e., not to include unrealized securities gains and losses in calculating our CET1 ratio
under the Capital Rules. The minimum CET1 ratio under these rules, effective January 1, 2015, is 4.50%, which will
remain constant throughout the phase-in period.
Consistent with the general theme of higher capital levels, the Capital Rules also increased the minimum ratio for Tier
1 risk-based capital from 4.0% to 6.0%, effective January 1, 2015. The minimum level for total risk-based capital
under the Capital Rules remained at 8.0%.
The Capital Rules incorporate a capital concept, the so-called "capital conservation buffer" (set at 2.5%, after full
phase-in), which must be added to each of the minimum required risk-based capital ratios (i.e., the minimum CET1
ratio, the minimum Tier 1 risk-based capital ratio and the minimum total risk-based capital ratio). The capital
conservation buffer is being phased-in over four years beginning January 1, 2016 (see the table below). When, during
economic downturns, an institution's capital begins to erode, the first deductions from a regulatory perspective would
be taken against the conservation buffer. To the extent that such deductions should erode the buffer below the required
level (2.5% of total risk-based assets after full phase-in), the institution will not necessarily be required to replace the
buffer deficit immediately, but will face restrictions on paying dividends and other negative consequences until the
buffer is fully replenished.
Also under the Capital Rules, and as required under Dodd-Frank, TRUPs issued by small- to medium-sized banking
organizations (such as Arrow) that were outstanding on the Dodd-Frank grandfathering date for TRUPS (May 19,
2010) will continue to qualify as tier 1 capital, up to a limit of 25% of tier 1 capital, until the TRUPs mature or are
redeemed, subject to certain limitations. See the discussion of grandfathered TRUPs in Section E ("CAPITAL
RESOURCES AND DIVIDENDS") of Item 7.

The following is a summary of the definitions of capital under the various risk-based measures in the Capital Rules:

Common Equity Tier 1 Capital (CET1):  Equals the sum of common stock instruments and related surplus (net of
treasury stock), retained earnings, accumulated other comprehensive income (AOCI), and qualifying minority
interests, minus applicable regulatory adjustments and deductions. Such deductions will include AOCI, if the
organization has exercised its irrevocable option not to include AOCI in capital (Arrow made such an election).
Mortgage-servicing assets, deferred tax assets, and investments in financial institutions are limited to 15% of CET1 in
the aggregate and 10% of CET1 for each such item individually.
Additional Tier 1 Capital:  Equals the sum of noncumulative perpetual preferred stock, tier 1 minority interests,
grandfathered TRUPs, and Troubled Asset Relief Program instruments, minus applicable regulatory adjustments and
deductions.
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Tier 2 Capital:  Equals the sum of subordinated debt and preferred stock, total capital minority interests not included
in Tier 1, and allowance for loan and lease losses (not exceeding 1.25% of risk-weighted assets) minus applicable
regulatory adjustments and deductions.

The following table presents the transition schedule applicable to Arrow and its subsidiary banks under the Capital
Rules:
Year, as of January 1 2016 2017 2018 2019
Minimum CET1 Ratio 4.500%4.500%4.500%4.500 %
Capital Conservation Buffer ("Buffer") 0.625%1.250%1.875%2.500 %
Minimum CET1 Ratio Plus Buffer 5.125%5.750%6.375%7.000 %
Minimum Tier 1 Risk-Based Capital Ratio 6.000%6.000%6.000%6.000 %
Minimum Tier 1 Risk-Based Capital Ratio Plus Buffer 6.625%7.250%7.875%8.500 %
Minimum Total Risk-Based Capital Ratio 8.000%8.000%8.000%8.000 %
Minimum Total Risk-Based Capital Ratio Plus Buffer 8.625%9.250%9.875%10.500%
Minimum Leverage Ratio 4.000%4.000%4.000%4.000 %

These minimum capital ratios, especially the CET1 ratio (4.5%) and the enhanced Tier 1 risk-based capital ratio
(6.0%), which began to apply to the Company on January 1, 2015, represent a heightened and more restrictive capital
regime than institutions previously had to meet, and the four year phase-in of the regulatory capital buffer, which
began January 1, 2016, will add to the stress on the Company's profitability.
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At December 31, 2018, Arrow and its two subsidiary banks exceeded by a substantial amount each of the applicable
minimum capital ratios established under the revised Capital Rules, including the minimum CET1 Ratio, the
minimum Tier 1 Risk-Based Capital Ratio, the minimum Total Risk-Based Capital Ratio, and the minimum Leverage
Ratio, and including in the case of each risk-based ratio, the phased-in portion of the capital buffer. See Note 19,
Regulatory Matters, to the notes to our Consolidated Financial Statements for a presentation of our period-end ratios
for 2018 and 2017.
In May 2018, the Economic Growth, Regulatory Relief and Consumer Protection Act (the "Economic Growth Act") ,
was enacted to modify or remove certain legal requirements, including some requirements related to capital standards
implemented under Dodd-Frank. While the Economic Growth Act maintains much of the regulatory structure
established by Dodd-Frank, it amends certain aspects of that regulatory framework, including certain capital
requirements. These Economic Growth Act changes could result in meaningful regulatory relief regarding capital
standards for community banking organizations, such as Arrow's. See the discussion of this item under "2018
Regulatory Reform."

Regulatory Capital Classifications.  Under applicable banking law, federal banking regulators are required to take
prompt corrective action with respect to depository institutions that do not meet minimum capital requirements.  The
regulators have established five capital classifications for banking institutions, ranging from the highest category of
"well-capitalized" to the lowest category of "critically under-capitalized". Under the Capital Rules, a banking
institution is considered "well-capitalized" if it meets the following capitalization standards on the date of
measurement: a CET1 risk-based capital ratio of 6.50% or greater, a Tier 1 risk-based capital ratio of 8.00% or
greater, and a total risk-based capital ratio of 10.00% or greater, provided the institution is not subject to any
regulatory order or written directive regarding capital maintenance.
As of December 31, 2018, Arrow and its two subsidiary banks qualified as "well-capitalized" under the revised capital
classification scheme.

2018 Regulatory Reform. The Economic Growth Act was signed into law May 24, 2018. Some of its provisions were
written to take effect immediately; others have later specified effective dates and still others are open-ended, to be
implemented by rule-making. This legislation includes a variety of provisions that are intended to affect community
banking institutions such as Arrow, including the following:

•

The federal bank regulatory agencies are directed to establish a "community bank leverage ratio" ("CBLR") of
between 8% and 10%, calculated by dividing tangible equity capital by average total consolidated assets of
"qualifying community banks" that meet certain requirements to be set by those regulatory agencies.  A qualifying
community bank is a depository institution or bank holding company with less than $10 billion in total assets that
meets other requirements to be established by the regulators.  If a qualifying community bank exceeds the community
bank leverage ratio, it will be deemed to have met all applicable capital and leverage requirements, including the
generally applicable leverage capital requirements and risk-based capital requirements and (if the community bank is
a depository institution) the "well capitalized" requirement under the federal "prompt corrective action" capital
standards.  This new community bank leverage ratio is intended to reduce the burden of compliance with regard to
regulatory capital adequacy for qualifying community banks. However, this alternative capital standard will not be
effective until the federal bank regulatory authorities adopt rules for its implementation.

•The definition of "high volatility commercial real estate" loans that trigger heightened risk-based capital requirements,has been modified and limited to ease the burden of those requirements.

•The total asset threshold for qualifying insured financial institutions eligible for an 18-month examination cycle hasbeen increased from $1 billion to $3 billion. 

•The new law provides that reciprocal deposits of certain institutions shall not be considered "brokered deposits,"subject to certain limitations.

•
Some community banks will be exempt from mortgage escrow requirements, and an expanded "qualified mortgage"
exemption for community banks has been implemented to ease the burden of the "ability to repay" requirements in the
Truth in Lending Act.
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•Financial institutions with less than $10 billion in total assets that meet certain requirements will be exempt from theVolcker Rule proprietary trading requirements implemented under the Dodd Frank Act.
On November 21, 2018, federal banking regulators issued a notice of proposed rulemaking which defines a qualifying
“community bank” to include banks or bank holding companies with total consolidated assets of less than $10 billion in
addition to other qualifications. The proposed rule would set the threshold for the Community Bank Leverage Ratio
(CBLR) at greater than 9 percent, calculated as the ratio of “CBLR tangible equity” divided by “average total
consolidated assets.” Based on the parameters of this proposed rulemaking, the CBLR for Arrow and both subsidiary
banks is estimated to exceed the 9 percent threshold. However, these proposed rules are not yet final, and the terms of
the rules may change before becoming final. Upon effectiveness, the final rules may impact Arrow’s capital options
and requirements, although the potential impact of the final rules on Arrow will remain uncertain until those final
rules are issued.  Until those rules become final, the enhanced bank capital standards promulgated under Dodd-Frank
will remain applicable to Arrow.

Dividend Restrictions; Other Regulatory Sanctions  

A holding company's ability to pay dividends or repurchase its outstanding stock, as well as its ability to expand its
business, including for example, through acquisitions of additional banking organizations or permitted non-bank
companies, may be restricted if its capital falls below minimum regulatory capital ratios or fails to meet other informal
capital guidelines that the regulators may apply from time to time to specific banking organizations.  In addition to
these potential regulatory limitations on payment of dividends, our holding company's ability to pay dividends to our
shareholders, and our subsidiary banks' ability to pay dividends to our holding
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company are also subject to various restrictions under applicable corporate laws, including banking laws (which affect
our subsidiary banks) and the New York Business Corporation Law (which affects our holding company). The ability
of our holding company and banks to pay dividends or repurchase shares in the future is, and is expected to continue
to be, influenced by regulatory policies, the Capital Rules and other applicable law.
In cases where banking regulators have significant concerns regarding the financial condition, assets or operations of a
bank holding company or one of its banks, the regulators may take enforcement action or impose enforcement orders,
formal or informal, against the holding company or the particular bank.  If the ratio of tangible equity to total assets of
a bank falls to 2% or below, the bank will likely be closed and placed in receivership, with the FDIC as receiver.
Cybersecurity
In addition to the provisions in the Gramm-Leach-Bliley Act relating to data security (discussed below), Arrow and its
subsidiaries are subject to many federal and state laws, regulations and regulatory interpretations which impose
standards and requirements related to cybersecurity. For example, in February 2018, the Securities and Exchange
Commission ("SEC") issued the "Commission Statement and Guidance on Public Company Cybersecurity
Disclosures" to assist public companies in preparing disclosures about cybersecurity risks and incidents. With the
increased frequency and magnitude of cybersecurity incidents, the SEC indicated that it is critical that public
companies take all required actions to inform investors about material cybersecurity risks and incidents in a timely
fashion. Additionally, in October 2018 the SEC issued the "Report of Investigation Pursuant to Section 21(a) of the
Securities Exchange Act of 1934 Regarding Certain Cyber-Related Frauds Perpetrated Against Public Companies and
Related Internal Controls Requirements" which cited business email compromises that led to the incidents and that
internal accounting controls may need to be reassessed in light of these emerging risks.
In March 2015, federal regulators issued related statements regarding cybersecurity. One statement indicates that
financial institutions should design multiple layers of security controls to establish lines of defense and to ensure that
their risk management processes also address the risk posed by compromised customer credentials, including security
measures to reliably authenticate customers accessing internet-based services of the financial institution. The other
statement indicates that a financial institution’s management is expected to maintain sufficient business continuity
planning processes to ensure the rapid recovery, resumption and maintenance of the institution’s operations after a
cyber-attack involving destructive malware. A financial institution is also expected to develop appropriate processes
to enable recovery of data and business operations and address rebuilding network capabilities and restoring data if the
institution or its critical service providers fall victim to this type of cyber-attack. Financial institutions that fail to
observe this regulatory guidance on cybersecurity may be subject to various regulatory sanctions, including financial
penalties.
Anti-Money Laundering and OFAC
Under the Patriot Act and other federal anti-money laundering law, financial institutions must maintain anti-money
laundering programs that include established internal policies, procedures, and controls. Financial institutions are also
prohibited from entering into specified financial transactions and account relationships and must meet enhanced
standards for due diligence and customer identification. Financial institutions must take reasonable steps to conduct
enhanced scrutiny of account relationships to guard against money laundering and to report any suspicious
transactions. Law enforcement authorities have been granted increased access to financial information maintained by
financial institutions. Bank regulators routinely examine institutions for compliance with these obligations and they
must consider an institution's compliance in connection with the regulatory review of applications, including
applications for banking mergers and acquisitions. The U.S. Department of the Treasury's Office of Foreign Assets
Control, or "OFAC," is responsible for helping to insure that U.S. entities do not engage in transactions with certain
prohibited parties, as defined by various Executive Orders and Acts of Congress. OFAC publishes lists of persons,
organizations, and countries suspected of aiding, harboring or engaging in terrorist acts, known as Specially
Designated Nationals and Blocked Persons. If Arrow finds a name on any transaction, account or wire transfer that is
on an OFAC list, Arrow must freeze or block such account or transaction, file a suspicious activity report and notify
the appropriate authorities. The U.S. Treasury Department's Financial Crises Enforcement Network ("FinCEN")
issued a final rule in 2016 increasing customer due diligence requirements for banks, including adding a requirement
to identify and verify the identity of beneficial owners of customers that are legal entities, subject to certain exclusions
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and exemptions. The Company has established procedures for compliance with these requirements.
The USA Patriot Act

The USA Patriot Act, initially adopted in 2001 and re-adopted by the U.S. Congress in 2006 with certain changes (the
"Patriot Act"), imposes substantial record-keeping and due diligence obligations on banks and other financial
institutions, with a particular focus on detecting and reporting money-laundering transactions involving domestic or
international customers.  The U.S. Treasury Department has issued and will continue to issue regulations clarifying
the Patriot Act's requirements.  The Patriot Act requires all financial institutions, including banks, to maintain certain
anti-money laundering compliance, customer identification and due diligence programs.  Compliance with the
provisions of the Patriot Act results in substantial costs on all financial institutions.
Reserve Requirements
Pursuant to regulations of the FRB, all banking organizations are required to maintain average daily reserves at
mandated ratios against their transaction accounts and certain other types of deposit accounts. These reserves must be
maintained in the form of vault cash or in an account at a Federal Reserve Bank.
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Community Reinvestment Act
Arrow's subsidiary banks are subject to the Community Reinvestment Act ("CRA") and implementing regulations.
CRA regulations establish the framework and criteria by which the bank regulatory agencies assess an institution's
record of helping to meet the credit needs of its community, including low and moderate-income individuals. CRA
ratings are taken into account by regulators in reviewing certain applications made by Arrow and its bank subsidiaries.
Privacy and Confidentiality Laws
Arrow and its subsidiaries are subject to a variety of laws that regulate customer privacy and confidentiality. The
Gramm-Leach-Bliley Act requires financial institutions to adopt privacy policies, to restrict the sharing of nonpublic
customer information with nonaffiliated parties upon the request of the customer, and to implement data security
measures to protect customer information. Certain state laws may impose additional privacy and confidentiality
restrictions. The Fair Credit Reporting Act, as amended by the Fair and Accurate Credit Transactions Act of 2003,
regulates use of credit reports, providing of information to credit reporting agencies and sharing of customer
information with affiliates, and sets identity theft prevention standards.

The Dodd-Frank Act

Dodd-Frank significantly changed the regulatory structure for financial institutions and their holding companies, for
example, through provisions requiring the Capital Rules. Among other provisions, Dodd-Frank implemented
corporate governance revisions that apply to all public companies, not just financial institutions and permanently
increased the FDIC’s standard maximum deposit insurance amount to $250,000, changed the FDIC insurance
assessment base to assets rather than deposits and increased the reserve ratio for the deposit insurance fund to ensure
the future strength of the fund. The federal prohibition on the payment of interest on certain demand deposits was
repealed, thereby permitting depository institutions to pay interest on business transaction accounts. Dodd-Frank
established a new federal agency, the Consumer Financial Protection Bureau (the “CFPB”), centralizing significant
aspects of consumer financial protection under this agency. Limits were imposed for debit card interchange fees for
issuers that have assets greater than $10 billion, which also could affect the amount of interchange fees collected by
financial institutions with less than $10 billion in assets. Dodd-Frank also imposed new requirements related to
mortgage lending, including prohibitions against payment of steering incentives and provisions relating to
underwriting standards, disclosures, appraisals and escrows. The Volcker Rule prohibited banks and their affiliates
from engaging in proprietary trading and investing in certain unregistered investment companies.
Federal banking regulators and other agencies including, among others, the FRB, the OCC and the CFPB, have been
engaged in extensive rule-making efforts under Dodd-Frank, and the 2018 Economic Growth Act has impacted certain
Dodd-Frank requirements, as explained above.

Sarbanes-Oxley Act

The Sarbanes-Oxley Act of 2002 implemented a broad range of corporate governance, accounting and reporting
requirements for companies that have securities registered under the Exchange Act. These requirements included: (1)
requirements for audit committees, including independence and financial expertise; (2) certification of financial
statements by the chief executive officer and chief financial officer of the reporting company; (3) standards for
auditors and regulation of audits; (4) disclosure and reporting requirements for the reporting company and directors
and executive officers; and (5) a range of civil and criminal penalties for fraud and other violations of securities laws.

Incentive Compensation 

Dodd-Frank required the federal bank regulatory agencies and the SEC to establish joint regulations or guidelines
prohibiting incentive-based payment arrangements at specified regulated entities, such as the Company, having at
least $1 billion in total assets that encourage inappropriate risks by providing an executive officer, employee, director
or principal shareholder with excessive compensation, fees, or benefits or that could lead to material financial loss to
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the entity. In addition, these regulators must establish regulations or guidelines requiring enhanced disclosure to
regulators of incentive-based compensation arrangements.
The federal bank regulators issued proposed rules to address incentive-based compensation arrangements in June
2016. Final rules have not yet been issued by the federal bank regulatory agencies under this Dodd-Frank provision.
In 2010, the FRB, OCC and FDIC issued comprehensive final guidance on incentive compensation policies intended
to ensure that the incentive compensation policies of banking organizations do not undermine the safety and
soundness of such organizations by encouraging excessive risk-taking. The guidance, which covers all employees that
have the ability to materially affect the risk profile of an organization, either individually or as part of a group, is
based upon the key principles that a banking organization’s incentive compensation arrangements should (i) provide
incentives that do not encourage risk-taking beyond the organization’s ability to effectively identify and manage risks,
(ii) be compatible with effective internal controls and risk management, and (iii) be supported by strong corporate
governance, including active and effective oversight by the organization’s board of directors. Management believes the
current and past compensation practices of the Company do not encourage excessive risk taking or undermine the
safety and soundness of the organization.
The FRB will review, as part of the regular, risk-focused examination process, the incentive compensation
arrangements of banking organizations, such as the Company, that are not “large, complex banking organizations.”
These reviews will be tailored to each organization based on the scope and complexity of the organization’s activities
and the prevalence of incentive compensation
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arrangements. The findings of the supervisory initiatives will be included in reports of examination. Deficiencies will
be incorporated into the organization’s supervisory ratings, which can affect the organization’s ability to make
acquisitions and take other actions. Enforcement actions may be taken against a banking organization if its incentive
compensation arrangements, or related risk-management control or governance processes, pose a risk to the
organization’s safety and soundness and the organization is not taking prompt and effective measures to correct the
deficiencies.

Deposit Insurance Laws and Regulations

In February 2011, the FDIC finalized a new assessment system that took effect in the second quarter of 2011.  The
final rule changed the assessment base from domestic deposits to average assets minus average tangible equity,
adopted a new large-bank pricing assessment scheme, and set a target size for the Deposit Insurance Fund. The
changes went into effect in the second quarter of 2011.  The rule (as mandated by Dodd-Frank) finalizes a target size
for the Deposit Insurance Fund Reserve Ratio at 2.0% of insured deposits. It also implements a lower assessment rate
schedule when the ratio reaches 1.15% (so that the average rate over time should be about 8.5 basis points) and, in lieu
of dividends, provides for a lower rate schedule when the reserve ratio reaches 2.0% and 2.5%.
In August 2016, the FDIC announced that the reserve ratio reached 1.17% at the end of June 2016. This represents the
highest level the ratio has reached in more than eight years. The reduction in assessment rates went into effect in the
third quarter of 2016. We are unable to predict whether or to what extent the FDIC may elect to impose additional
special assessments on insured institutions in upcoming years, if bank failures should once again become a significant
problem.
In January 2019, both of the Company's banking subsidiaries received preliminary notification of eligibility for small
bank assessment credits. These credits are related to the Deposit Insurance Recovery Fund Reserve Ratio reaching
1.36% and may reduce the banks' future quarterly assessments.

D. RECENT LEGISLATIVE DEVELOPMENTS

Economic Growth, Regulatory Relief and Consumer Protection Act (the “Economic Growth Act”)

In May 2018, the Economic Growth Act, was enacted to modify or remove certain legal requirements, including some
requirements imposed under Dodd-Frank. While the Economic Growth Act maintains much of the regulatory structure
established by Dodd-Frank, it amends certain aspects of that regulatory framework . Many of these changes could
result in meaningful regulatory relief for community banking organizations, such as Arrow's.

Health Care Reform

Various proposals have been discussed for consideration that would substantially modify various health care laws. At
present, we are not able to estimate the likelihood of adoption of any such provisions or the potential impact thereof if
adopted.

The Tax Cuts and Jobs Act of 2017 ("Tax Act")

On December 22, 2017, Tax Act was enacted. A number of provisions have impacted us including the following:

•

Tax Rate. The Tax Act replaced the graduated corporate tax rates applicable under prior law, which imposed a
maximum tax rate of 35%, with a reduced 21% tax rate. This reduction will generally result in future increased
earnings and capital and reduced our net deferred tax liability. Generally accepted accounting principles ("GAAP")
requires that the impact of the provisions of the Tax Act be accounted for in the period of enactment. Accordingly, a
benefit of $1.1 million was recorded in the fourth quarter of 2017 which represents the impact of the re-measurement
of net deferred tax liabilities.
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•

Employee Compensation. A publicly held corporation is not permitted to deduct compensation in excess of $1 million
per year paid to certain employees. The Tax Act eliminates certain exceptions to the $1 million limit applicable under
prior law related to performance-based compensation, such as equity grants and cash bonuses that are paid only on the
attainment of performance goals. Based on our current compensation plans, we do not expect to be impacted by this
limitation.

•

Interest Expense. The Tax Act limits a taxpayer's annual deduction of business interest expense to the sum of (i)
business interest income and (ii) 30% of "adjusted taxable income," defined as business's taxable income without
taking into account business interest income or expense, net operating losses, and, for 2018 through 2021,
depreciation, amortization and depletion. Because we generate significant amounts of net interest income, we do not
expect to be impacted by this limitation.
The foregoing description of the impact of the Tax Act on us should be read in conjunction with Note 15, Income
Taxes, of the notes to our Consolidated Financial Statements.
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Other Legislative Initiatives 

From time to time, various legislative and regulatory initiatives are introduced in Congress and state legislatures, as
well as by regulatory authorities. These initiatives may include proposals to expand or contract the powers of bank
holding companies and depository institutions or proposals to change the financial institution regulatory environment.
Such legislation could change banking laws and the operating environment of our Company in substantial, but
unpredictable ways. We cannot predict whether any such legislation will be enacted, and, if enacted, the effect that it,
or any implementing regulations would have on our financial condition or results of operations.

E. STATISTICAL DISCLOSURE – (GUIDE 3)
Set forth below is an index identifying the location in this Report of various items of statistical information required to
be included in this Report by the SEC’s industry guide for Bank Holding Companies.
Required Information Location in Report
Distribution of Assets, Liabilities and Stockholders' Equity; Interest Rates and Interest
Differential Part II, Item 7.B.I.

Investment Portfolio Part II, Item 7.C.I.
Loan Portfolio Part II, Item 7.C.II.
Summary of Loan Loss Experience Part II, Item 7.C.III.
Deposits Part II, Item 7.C.IV.
Return on Equity and Assets Part II, Item 6.
Short-Term Borrowings Part II, Item 7.C.V.

F. COMPETITION
We face intense competition in all markets we serve.  Competitors include traditional local commercial banks, savings
banks and credit unions, non-traditional internet-based lending alternatives, as well as local offices of major regional
and money center banks.  Like all banks, we encounter strong competition in the mortgage lending space from a wide
variety of other mortgage originators, all of whom are principally affected in this business by the rate and terms set,
and the lending practices established from time-to-time by the very large government sponsored enterprises ("GSEs")
engaged in residential mortgage lending, most importantly, “Fannie Mae” and “Freddie Mac.” For many years, these GSEs
have purchased and/or guaranteed a very substantial percentage of all newly-originated mortgage loans in the U.S..
Additionally, non-banking financial organizations, such as consumer finance companies, insurance companies,
securities firms, money market funds, mutual funds, credit card companies and wealth management enterprises offer
substantive equivalents of the various other types of loan and financial products and services and transactional
accounts that we offer, even though these non-banking organizations are not subject to the same regulatory restrictions
and capital requirements that apply to us.  Under federal banking laws, such non-banking financial organizations not
only may offer products and services comparable to those offered by commercial banks, but also may establish or
acquire their own commercial banks.
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G. EXECUTIVE OFFICERS OF THE REGISTRANT
The names and ages of the executive officers of Arrow and positions held by each are presented in the following table.
 Officers are elected annually by the Board of Directors.
Name AgePositions Held and Years from Which Held

Thomas J.
Murphy 60

President and Chief Executive Officer of Arrow since January 1, 2013. Mr. Murphy has been a
Director of Arrow since July 2012. In addition to his executive leadership role at Arrow, he has
been the President of GFNB since July 1, 2011 and Chief Executive Officer of GFNB since January
1, 2013. Prior positions in the Company include: Senior Executive Vice President of Arrow
(2011-2012), Vice President of Arrow (2009-2011), Senior Trust Officer of GFNB (2010-2011),
Corporate Secretary (2009-2012), Assistant Corporate Secretary of Arrow (2008-2009), Senior Vice
President of GFNB (2008-2011) and Manager of the Personal Trust Department of GFNB
(2004-2011). Mr. Murphy started with the Company in 2004.

Edward J.
Campanella 51

Senior Vice President, Treasurer and Chief Financial Officer of Arrow since September 5, 2017.
Mr. Campanella also serves as Executive Vice President, Treasurer and Chief Financial Officer of
GFNB. Mr. Campanella joined the Company in 2017. Previously, he served as Chief Financial
Officer for National Union Bank of Kinderhook in Kinderhook, NY (2016-2017). He was Senior
Vice President, Treasurer and Director of Finance at Opus Bank in Irvine, CA (2013-2016). Prior to
that he served as First Vice President and Treasurer of Cambridge Savings Bank in Cambridge, MA
(2006-2013).

David S.
DeMarco 57

Senior Vice President and Chief Banking Officer of Arrow since February 1, 2018. Mr. DeMarco
has been a Senior Vice President of Arrow since May 1, 2009. Additionally, Mr. DeMarco has been
President and Chief Executive Officer of SNB since January 1, 2013. He is also Executive Vice
President and Chief Banking Officer of GFNB. Previously, Mr. DeMarco served as Executive Vice
President and Head of the Branch, Corporate Development, Financial Services & Marketing
Division of GFNB (2003-2012). Mr. DeMarco started with the Company as a commercial lender in
1987.

David D.
Kaiser 58

Senior Vice President of Arrow since February 1, 2015. Mr. Kaiser has also served as Executive
Vice President of GFNB since 2012 and as Chief Credit Officer of GFNB since 2011. Previously,
he served as the Corporate Banking Manager for GFNB from 2005 to 2011. Mr. Kaiser started with
the Company in 2000.

Andrew J.
Wise 52

Senior Vice President and Chief Operating Officer of Arrow Financial Corporation since February
1, 2018. Mr. Wise has also served as Executive Vice President and Chief Operating Officer of
GFNB since October 2017. Previously, Mr. Wise served as Chief Administrative Officer of GFNB.
He joined GFNB in May 2016 as Senior Vice President of Administration. Prior to that, he worked
at Adirondack Trust Company for 12 years where he was Executive Vice President and Chief
Operating Officer of the company’s insurance subsidiary.

H. AVAILABLE INFORMATION
Our Internet address is www.arrowfinancial.com.  We make available, free of charge on or through our internet
website, our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and
amendments to those reports as soon as practicable after we file or furnish them with the SEC pursuant to the
Exchange Act.  We also make available on our website various other documents related to corporate operations,
including our Corporate Governance Guidelines, the charters of our principal board committees, and our codes of
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ethics.  We have adopted a financial code of ethics that applies to Arrow’s chief executive officer, chief financial
officer and principal accounting officer and a business code of ethics that applies to all directors, officers and
employees of our holding company and its subsidiaries.
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Item 1A. Risk Factors

Our financial results and the market price of our stock are subject to risks arising from many factors, including the
risks listed below, as well as other risks and uncertainties. Any of these risks could materially and adversely affect our
business, financial condition or results of operations. (Please note that the discussion below regarding the potential
impact on Arrow of certain of these factors that may develop in the future is not meant to provide predictions by
Arrow's management that such factors will develop, but to acknowledge the possible negative consequences to our
Company and business if certain conditions materialize.)

Market conditions could present significant challenges to the U.S. commercial banking industry and its core business
of making and servicing loans and any substantial downturn in the regional markets in which we operate or in the U.S.
economy generally could adversely affect our ability to maintain steady growth in our loan portfolio and our earnings.
Our business is highly dependent on the business environment in the markets in which we operate as well as the
United States as a whole. Our business is dependent upon the financial stability of our borrowers, including their
ability to pay interest on and repay the principal amount of outstanding loans, the value of the collateral securing those
loans, and the overall demand for loans and our other products and services, all of which impact our stability and
future growth. Although our market area has experienced a stabilizing of economic conditions in recent years and
even periods of modest growth, if unpredictable or unfavorable economic conditions unique to our market area should
occur in upcoming periods, these conditions will likely have an adverse effect on the quality of our loan portfolio and
financial performance. As a community bank, we are less able than our larger regional competitors to spread the risk
of unfavorable local economic conditions over a larger market area. Further, if the overall U.S. economy deteriorates,
then our business, results of operations, financial condition and prospects could be adversely affected. In particular,
our financial performance may be adversely affected by short-term and long-term interest rates, the prevailing yield
curve, inflation, monetary supply, fluctuations in the debt and equity capital markets, and the strength of the domestic
economy and the local economies in the markets in which we operate, all of which are beyond our control.

We are subject to interest rate risk, which could adversely affect our profitability. Our profitability, like that of most
financial institutions, depends to a large extent on our net interest income, which is the difference between our interest
income on interest-earning assets, such as loans and investment securities, and our interest expense on interest-bearing
liabilities, such as deposits and borrowings. Changes in monetary policy, including changes in interest rates, could
influence not only the interest we receive on loans and securities and the amount of interest we pay on deposits and
borrowings, but also (1) our ability to originate loans and obtain deposits, (2) the fair value of our financial assets and
liabilities, and (3) the average duration of our mortgage-backed securities portfolio. If the interest rates we pay on
deposits and other borrowings increase at a faster rate than the interest rates received on loans, securities and other
interest-earning investments, our net interest income, and therefore our earnings, could be adversely affected. Earnings
could also be adversely affected if the interest rates received on loans and other investments fall more quickly than the
interest rates paid on deposits and other borrowings. Changes in interest rates, whether they are increases or decreases,
can also trigger repricing and changes in the pace of payments for both assets and liabilities.
In addition, an increase in interest rates could have a negative impact on our results of operations by reducing the
ability of borrowers to repay their current loan obligations. These circumstances could not only result in increased
loan defaults, foreclosures and charge-offs, but also necessitate further increases to the allowance for loan losses
which may materially and adversely affect our business, results of operations, financial condition and prospects.

Capital and liquidity standards require banks and bank holding companies to maintain more and higher quality capital
and greater liquidity than has historically been the case. Capital standards, particularly those adopted as a result of
Dodd-Frank, continue to have a significant effect on banks and bank holding companies, including Arrow. The need
to maintain more and higher quality capital, as well as greater liquidity, and generally increased regulatory scrutiny
with respect to capital levels, may at some point limit our business activities, including lending, and our ability to
expand. It could also result in our being required to take steps to increase our regulatory capital and may dilute
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shareholder value or limit our ability to pay dividends or otherwise return capital to our investors through stock
repurchases.
Certain of the capital requirements of Dodd-Frank and the related regulations will be impacted by the Economic
Growth Act, which was enacted in 2018. The Economic Growth Act created a “community bank leverage ratio”
standard for qualifying banking organizations as an alternative to the Dodd-Frank risk-based capital regime. However,
this alternative capital standard will not be effective until the federal bank regulatory authorities adopt rules for its
implementation. Such rules have been proposed, but are not yet final, and the terms of the rules may change before
becoming final. Upon effectiveness, the final rules may impact Arrow’s capital options and requirements, although the
potential impact of the final rules on Arrow will remain uncertain until those final rules are issued. Until these
Economic Growth Act rules become final, the enhanced bank capital standards promulgated under Dodd-Frank will
remain applicable to Arrow.

Any future economic or financial downturn, including any significant correction in the equity markets, may negatively
affect the volume of income attributable to, and demand for, fee-based services of banks such as ours, including our
fiduciary business, which could negatively impact our financial condition and results of operation. Revenues from our
trust and wealth management business are dependent on the level of assets under management. Any significant
downturn in the equity markets may lead our trust and wealth management customers to liquidate their investments, or
may diminish account values for those customers who elect to leave their portfolios with us, in either case reducing
our assets under management and thereby decreasing our revenues from this important sector of our business. Our
other fee-based businesses are also susceptible to a sudden economic or financial downturn.
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In addition, our loan quality is affected by the condition of the economy. Like all financial institutions, we maintain an
allowance for loan losses to provide for probable loan losses at the balance sheet date. Our allowance for loan losses is
based on our historical loss experience as well as an evaluation of the risks associated with our loan portfolio,
including the size and composition of the portfolio, current economic conditions and geographic concentrations within
the portfolio and other factors. While we have continued to enjoy a very high level of quality in our loan portfolio
generally and very low levels of loan charge-offs and non-performing loans, if the economy in our geographic market
area should deteriorate to the point that recessionary conditions return, or if the regional or national economy
experiences a protracted period of stagnation, the quality of our loan portfolio may weaken so significantly that our
allowance for loan losses may not be adequate to cover actual or expected loan losses. In such events, we may be
required to increase our provisions for loan losses and this could materially and adversely affect financial results.
Moreover, weak or worsening economic conditions often lead to difficulties in other areas of our business, including
growth of our business generally, thereby compounding the negative effects on earnings.

We face continuing and growing security risks to our information base including the information we maintain relating
to our customers, and any breaches in the security systems we have implemented to protect this information could
have a material negative effect on our business operations and financial condition. In the ordinary course of business,
Arrow relies on electronic communications and information systems to conduct our operations and to store sensitive
data. Arrow employs an in-depth, layered, defensive approach that leverages people, processes and technology to
manage and maintain cybersecurity controls. Arrow employs a variety of preventative and detective tools to monitor,
block, and provide alerts regarding suspicious activity, as well as to report on any suspected advanced persistent
threats. We have implemented and regularly review and update extensive systems of internal controls and procedures
as well as corporate governance policies and procedures intended to protect our business operations, including the
security and privacy of all confidential customer information. In addition, we rely on the services of a variety of
vendors to meet our data processing and communication needs. No matter how well designed or implemented our
controls are, we cannot provide an absolute guarantee to protect our business operations from every type of
cybersecurity or other security problem in every situation, whether as a result of systems failures, human error or
negligence, cyberattacks, security breaches, fraud or misappropriation. Any failure or circumvention of these controls
could have a material adverse effect on our business operations and financial condition. Notwithstanding the strength
of our defensive measures, the threat from cyberattacks is severe, attacks are sophisticated and increasing in volume,
and attackers respond rapidly to changes in defensive measures. While to date, Arrow has not experienced a
significant compromise, significant data loss or any material financial losses related to cybersecurity attacks or other
security problems, our systems and those of our customers and third-party service providers are under constant threat.
Risks and exposures related to cybersecurity attacks or other security problems are expected to remain high for the
foreseeable future due to the rapidly evolving nature and sophistication of these threats and issues, as well as due to
the expanding use of Internet banking, mobile banking and other technology-based products and services by us and
our customers.
The computer systems and network infrastructure that we use are always vulnerable to unforeseen disruptions,
including theft of confidential customer information (“identity theft”) and interruption of service as a result of fire,
natural disasters, explosion, general infrastructure failure, cyberattacks or other security problems. These disruptions
may arise in our internally developed systems, or the systems of our third-party service providers or may originate
from the actions of our consumer and business customers who access our systems from their own networks or digital
devices to process transactions. Information security and cyber security risks have increased significantly in recent
years because of consumer demand to use the Internet and other electronic delivery channels to conduct financial
transactions. Cybersecurity risk and other security problems are a major concern to financial services regulators and
all financial service providers, including our Company. These risks are further exacerbated due to the increased
sophistication and activities of organized crime, hackers, terrorists and other disreputable parties. We regularly assess
and test our security systems and disaster preparedness, including back-up systems, but the risks are substantially
escalating. As a result, cybersecurity and the continued enhancement of our controls and processes to protect our
systems, data and networks from attacks or unauthorized access remain a priority. Accordingly, we may be required to
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expend additional resources to enhance our protective measures or to investigate and remediate any information
security vulnerabilities or exposures. Any breach of our system security could result in disruption of our operations,
unauthorized access to confidential customer information, significant regulatory costs, litigation exposure and other
possible damages, loss or liability. Such costs or losses could exceed the amount of available insurance coverage, if
any, and would adversely affect our earnings. Also, any failure to prevent a security breach or to quickly and
effectively deal with such a breach could negatively impact customer confidence, damaging our reputation and
undermining our ability to attract and keep customers. In addition, if we fail to observe any of the cybersecurity
requirements in federal or state laws, regulations or regulatory guidance, we could be subject to various sanctions,
including financial penalties.

The Company relies on the operations of our banking subsidiaries to provide liquidity which, if limited, could impact
our ability to pay dividends to our shareholders or to repurchase our common stock. We are a bank holding company,
a separate legal entity from our subsidiaries. Our bank holding company does not have significant operations of its
own. The ability of our subsidiaries, including our bank and insurance subsidiaries, to pay dividends is limited by
various statutes and regulations. It is possible, depending upon the financial condition of our subsidiaries and other
factors, that our subsidiaries might be restricted at some point in their ability to pay dividends to the holding company,
including by a bank regulator asserting that the payment of such dividends or other payments would constitute an
unsafe or unsound practice. In addition, under federal banking law, we are subject to consolidated capital requirements
at the holding company level. If our holding company or its bank subsidiaries are required to retain or increase capital,
we may not be able to maintain our cash dividends or pay dividends at all, or to repurchase shares of our common
stock.

Changes in federal, state or local tax laws may negatively impact our financial performance. As in the case of the Tax
Act, we are subject to changes in tax law that could impact our effective tax rates. These law changes may be
retroactive to previous
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periods and as a result could negatively affect our current and future financial performance. Similarly, the bank's
customers are likely to experience varying effects from both the individual and business tax provisions of changes in
tax law and such effects, whether positive or negative, may have a corresponding impact on our business and the
economy as a whole.

Changes in accounting standards may materially and negatively impact our financial statements. From time-to-time,
the Financial Accounting Standards Board (“FASB”) changes the financial accounting and reporting standards that
govern the preparation of our financial statements. These changes can be hard to predict and can materially impact
how we record and report our financial condition and results of operations. In some cases, we may be required to
apply a new or revised standard retroactively, resulting in changes to previously reported financial statements.
Specifically, changes in the fair value of our financial assets could have a significant negative impact on our asset
portfolios and indirectly on our capital levels.

We rely on other companies to provide key components of our business infrastructure. Third-party vendors provide
key components of our business infrastructure such as Internet connections, network access and mutual fund
distribution. The financial health and operational capabilities of these third parties are for the most part beyond our
control, and any problems experienced by these third parties, such that they may not be able to continue to provide
services to us or to perform such services consistent with our expectations, could adversely affect our ability to deliver
products and services to our customers and to conduct our business.

We operate in a highly competitive industry and market areas that could negatively affect our growth and profitability.
Competition for commercial banking and other financial services is fierce in our market areas. In one or more aspects
of business, our subsidiaries compete with other commercial banks, savings and loan associations, credit unions,
finance companies, Internet-based financial services companies, mutual funds, insurance companies, brokerage and
investment banking companies, and other financial intermediaries. Additionally, due to their size and other factors,
many competitors may be able to achieve economies of scale and, as a result, may offer a broader range of products
and services, as well as better pricing for those products and services, than we can. Technology has lowered barriers to
entry and made it possible for non-banks to offer products and services traditionally provided by banks, such as
automatic transfer and automatic payment systems. In addition, many of our competitors are not subject to the same
extensive federal regulations that govern bank holding companies and federally insured banks. Failure to offer
competitive services in our market areas could significantly weaken our market position, adversely affecting our
growth, which, in turn, could have a material adverse effect on our financial condition and results of operations.

If economic conditions worsen and the U.S. financial markets should suffer a downturn, we may experience limited
access to credit markets. As discussed under Part I, Item 7.D. “Liquidity,” we maintain borrowing relationships with
various third parties that enable us to obtain from them, on relatively short notice, overnight and longer-term funds
sufficient to enable us to fulfill our obligations to customers, including deposit withdrawals. If, in the context of a
downturn in the U.S. economy or financial markets, these third parties should encounter difficulty in accessing their
own credit markets, we may, in turn, experience a decrease in our capacity to borrow funds from them or other third
parties traditionally relied upon by banks for liquidity.

Our business could suffer if we lose key personnel unexpectedly or if employee wages increase significantly. Our
success depends, in large part, on our ability to retain our key personnel for the duration of their expected terms of
service. On an ongoing basis, we prepare and review back-up plans, in the event key personnel are unexpectedly
rendered incapable of performing or depart or resign from their positions. However, any sudden unexpected change at
the senior management level may adversely affect our business. In addition, should our industry begin to experience a
shortage of qualified employees, we, like other financial institutions, may have difficulty attracting and retaining entry
level or higher bracket personnel and also may experience, as a result of such shortages or the enactment of higher
minimum wage laws locally or nationwide, increased salary expense, which would likely negatively impact our results
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of operations.

Federal banking statutes and regulations could change in the future, which may adversely affect our Company and
certain players in the financial industry as a whole. We are subject to extensive federal and state banking regulations
and supervision. Banking laws and regulations are intended primarily to protect bank depositors’ funds (and indirectly
the Federal Deposit Insurance Fund) as well as bank retail customers, who may lack the sophistication to understand
or appreciate bank products and services. These laws and regulations generally are not, however, aimed at protecting
or enhancing the returns on investment enjoyed by bank shareholders.
Our depositor/customer awareness of the changing regulatory environment is particularly true of the set of laws and
regulations under Dodd-Frank, which were passed in the aftermath of the 2008-09 financial crisis and in large part
were intended to better protect bank customers (and to some degree, banks) against a wide variety of lending products
and aggressive lending practices that pre-dated the crisis and are seen as having contributed to its severity. Although
not all banks offered such products or engaged in such practices, all banks are affected by these laws and regulations
to some degree.
Dodd-Frank restricts our lending practices, requires us to expend substantial additional resources to safeguard
customers, significantly increases our regulatory burden, and subjects us to significantly higher minimum capital
requirements which, in the long run, may serve as a drag on our earnings, growth and ultimately on our dividends and
stock price (the Dodd-Frank capital standards are separately addressed in a previous risk factor).
Although the Economic Growth Act and similar initiatives may mitigate the impact of Dodd-Frank, other statutory
and regulatory changes could add to the existing regulatory burden imposed on banking organizations like ours
resulting in a potential material adverse effect on our financial condition and results of operations.
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Non-compliance with the USA PATRIOT Act, Bank Secrecy Act, or other anti-money laundering laws and
regulations could result in fines or sanctions and restrictions on conducting acquisitions or establishing new branches.
The USA PATRIOT and Bank Secrecy Acts require financial institutions to develop programs to prevent financial
institutions from being used for money laundering and terrorist activities. If such activities are suspected, financial
institutions are obligated to file suspicious activity reports with the U.S. Treasury’s Office of Financial Crimes
Enforcement Network. Federal anti-money laundering rules require financial institutions to establish procedures for
identifying and verifying the identity of customers seeking to open new financial accounts. Failure to comply with
these regulations could result in fines or sanctions, and restrictions on conducting acquisitions or establishing new
branches. During the last few years, several banking institutions have received large fines for non-compliance with
these laws and regulations. The policies and procedures we have adopted that are designed to assist in compliance
with these laws and regulations may not be effective in preventing violations of these laws and regulations.

The Company is subject to the Community Reinvestment Act ("CRA") and fair lending laws, and failure to comply
with these laws could lead to material penalties. CRA the Equal Credit Opportunity Act, the Fair Housing Act and
other fair lending laws and regulations impose nondiscriminatory lending requirements on financial institutions. A
successful regulatory challenge to an institution’s performance under the CRA or fair lending laws and regulations
could result in a wide variety of sanctions, including the required payment of damages and civil money penalties,
injunctive relief, imposition of restrictions on mergers and acquisitions activity and restrictions on expansion. Private
parties may also have the ability to challenge an institution’s performance under fair lending laws in private class
action litigation. Such actions could have a material adverse effect on our business, financial condition and results of
operations.    

Our industry is faced with technological advances and changes on a continuing basis, and failure to adapt to these
advances and changes could have a material adverse impact on our business. Technological advances and changes in
the financial services industry are pervasive and constant. The retail financial services sector, like many other retail
goods and services sectors, is constantly evolving, involving new delivery and communications systems and
technologies that are extraordinarily far-reaching and impactful. For us to remain competitive, we must comprehend
and adapt to these systems and technologies. Proper implementation of new technologies can increase efficiency,
decrease costs and help to meet customer demand. However, many of our competitors have greater resources to invest
in technological advances and changes. We may not always be successful in utilizing the latest technological advances
in offering our products and services or in otherwise conducting our business. Failure to identify, consider, adapt to
and implement technological advances and changes could have a material adverse effect on our business.

Problems encountered by other financial institutions could adversely affect us. Our ability to engage in routine
funding transactions could be adversely affected by financial or commercial problems confronting other financial
institutions. Financial services institutions are interrelated as a result of trading, clearing, counterparty and other
relationships. We have exposure to many different counterparties in the normal course of our business, and we
routinely execute transactions with counterparties in the financial services industry, including brokers and dealers,
other commercial banks, investment banks, mutual and hedge funds, and other financial institutions. As a result,
defaults by, or even rumors or questions about, one or more financial services institutions, or the financial services
industry generally, could lead to market-wide liquidity problems and losses or defaults by us or by other financial
institutions on whom we rely or with whom we interact. Some of these transactions expose us to credit and other
potential risks in the event of default of our counterparty or client. In addition, credit risk may be exacerbated when
the collateral held by us cannot be liquidated or only may be liquidated at prices not sufficient to recover the full
amount due us under the underlying financial instrument, held by us. There is no assurance that any such losses would
not materially and adversely affect our results of operations.

The Company's allowance for possible loan and lease losses may be insufficient, and an increase in the allowance
would reduce earnings. The allowance is established through a provision for loan and lease losses based on
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management’s evaluation of the risks inherent in our loan portfolio and the general economy. The allowance is based
upon a number of factors, including the size of the loan and lease portfolio, asset classifications, economic trends,
industry experience and trends, industry and geographic concentrations, estimated collateral values, management’s
assessment of the credit risk inherent in the portfolio, historical loan and lease loss experience and loan underwriting
policies. In addition, we evaluate all loans and leases identified as problem loans and augment the allowance based
upon our estimation of the potential loss associated with those problem loans and leases. Additions to our allowance
for loan and lease losses decrease our net income. If the evaluation we perform in connection with establishing loan
and lease loss reserves is wrong, our allowance for loan and lease losses may not be sufficient to cover our losses,
which would have an adverse effect on our operating results. Our regulators, in reviewing our loan and lease portfolio
as part of a regulatory examination, may from time to time require us to increase our allowance for loan and lease
losses, thereby negatively affecting our earnings, financial condition and capital ratios at that time. Moreover,
additions to the allowance may be necessary based on changes in economic and real estate market conditions, new
information regarding existing loans and leases, identification of additional problem loans and leases and other
factors, both within and outside of our control. Additions to the allowance could have a negative impact on our results
of operations.

The increasing complexity of our operations presents varied risks that could affect our earnings and financial
condition. We process a large volume of transactions on a daily basis and are exposed to numerous types of risks
related to internal processes, people and systems. These risks include, but are not limited to, the risk of fraud by
persons inside or outside the Company, the execution of unauthorized transactions by employees, errors relating to
transaction processing and systems, breaches of data security, human error or negligence, and our internal control
system and compliance with a complex array of consumer and safety and soundness regulations. We could also
experience additional loss as a result of potential legal actions that could arise as a result of operational deficiencies or
as a result of noncompliance with applicable laws and regulations.
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We have established and maintain a system of internal controls that provides management with information on a
timely basis and allows for the monitoring of compliance with operational standards. These systems have been
designed to manage operational risks at an appropriate, cost effective level. Procedures exist that are designed to
ensure that policies relating to conduct, ethics, and business practices are followed. Losses from operational risks may
still occur, however, including losses from the effects of operational errors.

Natural disasters, acts of war or terrorism and other external events could negatively impact the Company. Natural
disasters, acts of war or terrorism and other adverse external events could have a significant impact on our ability to
conduct business. In addition, such events could affect the stability of our deposit base, impair the ability of borrowers
to repay outstanding loans, impair the value of collateral securing loans, cause significant property damage, result in
loss of revenue and/or cause the Company to incur additional expenses. Our management has established disaster
recovery policies and procedures that are expected to mitigate events related to natural or man-made disasters;
however, the occurrence of any such event and the impact of an overall economic decline resulting from such a
disaster could have a material adverse effect on our financial condition and results of operations.

Item 1B.  Unresolved Staff Comments - None

Item 2.    Properties

Our main office is at 250 Glen Street, Glens Falls, New York.  The building is owned by us and serves as the main
office for Arrow and Glens Falls National, our principal subsidiary bank. The main office of our other banking
subsidiary, Saratoga National, is in Saratoga Springs, New York. We own twenty-eight branch banking offices, lease
twelve branch banking offices and lease two residential loan origination offices, all at market rates. Our insurance
agency is co-located in eight bank-owned branches, three leased insurance offices and two owned stand-alone
buildings. We also lease office space in buildings and parking lots near our main office in Glens Falls as well as a
back-up site for business continuity purposes.
In the opinion of management, the physical properties of our holding company and our various subsidiaries are
suitable and adequate.  For more information on our properties, see Notes 2, Summary of Significant Accounting
Policies, 6, Premises and Equipment, and 18, Leases, in the notes to our Consolidated Financial Statements contained
in Part II, Item 8 of this Report.

Item 3.    Legal Proceedings

We are not the subject of any material pending legal proceedings, other than ordinary routine litigation occurring in
the normal course of our business. On an ongoing basis, we typically are the subject of or a party to various legal
claims, which arise in the normal course of our business. Although the outcome of the lawsuits or other proceedings
cannot be predicated with certainty and the amount of any liability that may arise therefrom cannot be predicted
accurately, in the opinion of management based upon consultation with counsel, the various legal claims currently
pending against us will not result in a material adverse effect to our financial condition.

Item 4.    Mine Safety Disclosures - None
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PART II

Item 5.    Market for the Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Our common stock is traded on the Global Select Market of the National Association of Securities Dealers, Inc.
("NASDAQ®") Stock Market under the symbol AROW.
Based on information received from our transfer agent and various brokers, custodians and agents, we estimate there
were approximately 7,700 beneficial owners of Arrow’s common stock at December 31, 2018. Arrow has no other
class of stock outstanding.

Equity Compensation Plan Information
The following table sets forth certain information regarding Arrow's equity compensation plans as of December 31,
2018.  These equity compensation plans were (i) our 2013 Long-Term Incentive Plan ("LTIP"), and its predecessors,
our 2008 Long-Term Incentive Plan and our 1998 Long-Term Incentive Plan; (ii) our 2014 Employee Stock Purchase
Plan ("ESPP"); and (iii) our 2013 Directors' Stock Plan ("DSP").  All of these plans have been approved by Arrow's
shareholders.

Plan Category

(a)
Number of
Securities to
be Issued
Upon
Exercise of
Outstanding
Options,
Restricted
Stock Units,
Warrants
and Rights

(b)
Weighted-Average
Exercise Price of
Outstanding
Options,
Restricted Stock
Units, Warrants
and Rights     

(c)
Number of
Securities
Remaining
Available for
Future
Issuance
Under Equity
Compensation
Plans
(Excluding
Securities
Reflected in
Column (a))   

Equity Compensation Plans Approved by Security Holders (1)(2) 287,899 25.37 370,102
Equity Compensation Plans Not Approved by Security Holders — —
Total 287,899 370,102

(1)
The total of 287,899 shares listed in column (a) includes 284,522 which are issuable pursuant to outstanding stock
options and 3,377 which are issuable pursuant to restricted stock units all granted under the LTIP or its predecessor
plans.

(2)
The total of 370,102 shares listed in column (c) includes (i) 261,614 shares of common stock available for future
award grants under the LTIP, (ii) 91,657 shares of common stock available for future issuance under the ESPP, and
(iii) 16,831 shares of common stock available for future issuance under the DSP.
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STOCK PERFORMANCE GRAPHS

The following two graphs provide a comparison of the total cumulative return (assuming reinvestment of dividends)
for the common stock of Arrow as compared to the Russell 2000 Index, the NASDAQ Banks Index and the Zacks
$1B-$5B Bank Assets Index.
The first graph presents comparative stock performance for the five-year period from December 31, 2013 to
December 31, 2018 and the second graph presents comparative stock performance for the fifteen-year period from
December 31, 2003 to December 31, 2018.
The historical information in the graphs and accompanying tables may not be indicative of future performance of
Arrow stock on the various stock indices.

TOTAL RETURN PERFORMANCE
Period Ending

Index 2013 2014 2015 2016 2017 2018
Arrow Financial Corporation 100.00 109.59 114.57 181.56 161.42 161.33
Russell 2000 Index 100.00 104.89 100.26 121.63 139.44 124.09
NASDAQ Banks Index 100.00 105.08 114.45 154.96 165.08
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