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Group Executive Vice President and Mark J. Menting, Esq. 1209 Orange Street
Chief Financial Officer Sullivan & Cromwell LLP Wilmington, Delaware 19801
Cullen/Frost Bankers, Inc. 125 Broad Street (302) 658-7581
100 W. Houston Street New York, New York 10004 (Name, Address, Including Zip Code, and

Telephone Number, Including Area Code, of
Agent For Service)

San Antonio, Texas 78205 (212) 558-4000
(210) 220-4011

(Name, Address, Including Zip Code, and
Telephone Number, Including Area Code, of Agent
For Service)

Approximate date of commencement of proposed sale of the securities to the public: As soon as practicable after the effective date of this registration
statement.

If the securities being registered on this Form are being offered in connection with the formation of a holding company and there is compliance with General
Instruction G, check the following box.

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering. ~

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the Securities Act registration
statement number of the earlier effective registration statement for the same offering. ~

CALCULATION OF REGISTRATION FEE

Proposed Proposed Amount of
Title of each class of securities Amount to maximum offering maximum aggregate registration
to be registered be registered(1) price per unit(2) offering price(2) fee
Floating Rate Capital Securities, Series A, of
Cullen/Frost Capital Trust II(2)(3) 120,000 $1,000.00 $120,000,000 $15,204
Floating Rate Junior Subordinated Deferrable
Interest Debentures, Series A, of Cullen/Frost
Bankers, Inc.(2)(3) N/A $1,000.00 $120,000,000 N/A
Guarantee of Cullen/Frost Bankers, Inc. with
respect to the Capital Securities(3)(4) N/A N/A N/A N/A
Total 120,000 100% $120,000,000(5) $15,204
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(1) Estimated in accordance with Rule 457(f) under the Securities Act of 1933, as amended, solely for purposes of calculating the registration fee.

(2) The Junior Subordinated Deferrable Interest Debentures were purchased by Cullen/Frost Capital Trust II with the proceeds of the sale of the Capital
Securities. No separate consideration will be received from purchasers of Capital Securities for the Junior Subordinated Deferrable Interest Debentures.

(3) This Registration Statement is deemed to cover the Junior Subordinated Deferrable Interest Debentures of Cullen/Frost Bankers, Inc., the rights of holders of
Junior Subordinated Deferrable Interest Debentures of Cullen/Frost Bankers, Inc. under the Indenture, the rights of holders of Capital Securities of
Cullen/Frost Capital Trust II under the Trust Agreement, the rights of holders of the Capital Securities under the Guarantee of Cullen/Frost Bankers, Inc. and
the Expense Agreement entered into by Cullen/Frost Bankers, Inc., which, taken together, fully and unconditionally guarantee the obligations of Cullen/Frost
Capital Trust II under the Capital Securities.

(4) No separate consideration will be received for the Cullen/Frost Bankers, Inc. Guarantee.

(5) Such amount represents the aggregate liquidation amount of Capital Securities to be issued and exchanged hereunder and the principal amounts of Junior
Subordinated Deferrable Interest Debentures that may be distributed upon liquidation of Cullen/Frost Capital Trust II.

The Registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date until the Registrant shall
file a further amendment which specifically states that this registration statement shall thereafter become effective in accordance with Section 8(a) of the
Securities Act of 1933 or until this registration statement shall become effective on such date as the Commission, acting pursuant to said Section 8(a),
may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to
sell these securities and we are not soliciting offers to buy these securities in any state where the offer or sale is not
permitted.

Subject to Completion, Dated March 26, 2004

PROSPECTUS

$120,000,000

CULLEN/FROST CAPITAL TRUST II

OFFER TO EXCHANGE ITS FLOATING RATE CAPITAL SECURITIES, SERIES A, WHICH HAVE
BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933,

FOR ANY AND ALL OF ITS OUTSTANDING

FLOATING RATE CAPITAL SECURITIES, SERIES A

(Liquidation Amount $1,000 per Capital Security)

fully and unconditionally guaranteed, to the extent described herein, by

CULLEN/FROST BANKERS, INC.

THIS EXCHANGE OFFER WILL EXPIRE
AT 5:00 P.M., NEW YORK CITY TIME,

ON , 2004, UNLESS EXTENDED
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Cullen/Frost Capital Trust II is offering to exchange new capital securities for old capital securities. In addition, Cullen/Frost Bankers, Inc. is
exchanging a new guarantee and new junior subordinated debentures for the old guarantee and old junior subordinated debentures.

The terms of the new securities are substantially identical to the respective terms of the old securities, except that:

the new securities are registered under the Securities Act of 1933, as amended, and certain transfer restrictions currently applicable to
the old securities do not apply to the new securities;

the registration rights and additional distributions provisions currently applicable to the old capital securities do not apply to the new
capital securities; and

the registration rights and additional interest provisions currently applicable to the old junior subordinated debentures do not apply to
the new junior subordinated debentures.

We do not intend to apply for listing of the new securities on any securities exchange or to arrange for them to be quoted on any automated
quotation system.

See Risk Factors beginning on page 7 for a discussion of factors relevant to exchanging the capital securities
and investing in the capital securities.

These securities are not insured by the Federal Deposit Insurance Corporation or any other governmental agency. These securities are not
savings accounts or deposits.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities, or passed
upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

The date of this prospectus is , 2004
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You should rely only on the information contained in this prospectus or information contained in documents incorporated by reference

in this prospectus. We have not authorized anyone to provide you with information different from that contained in this prospectus.

This prospectus is an offer to exchange only the securities offered by this prospectus and only under circumstances and in jurisdictions

where it is lawful to do so. The information contained in this prospectus is accurate only as of its date.

Unless otherwise indicated or unless the context otherwise requires, references in this prospectus to the following terms have the meanings

indicated:

references to Cullen/Frost, we, us, our or similar terms mean Cullen/Frost Bankers, Inc., a Texas corporation;

references to issuer trust mean Cullen/Frost Capital Trust II, a Delaware statutory trust;

references to the trust agreement mean the Amended and Restated Trust Agreement relating to the issuer trust, as amended and
supplemented from time to time, among Cullen/Frost, as depositor, The Bank of New York, as property trustee, The Bank of New

York (Delaware), as Delaware trustee, and the administrative trustees named therein;
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references to the junior subordinated indenture mean the Junior Subordinated Indenture, as amended and supplemented from time to
time, between Cullen/Frost and The Bank of New York, as trustee; and

references to  DTC mean The Depository Trust Company.
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FORWARD-LOOKING STATEMENTS

This prospectus, the documents incorporated by reference in this prospectus, our future filings with the Commission, our press releases and oral

or written statements made by us or with our approval may contain certain forward-looking statements within the meaning of Section 27A of the
Securities Act and Section 21E of the Securities Exchange Act of 1934, as amended (the Exchange Act ). Forward-looking statements may be
identified by the use of words such as should , expect , anticipate , estimate , may , will , project , guidance , intend , plan , believe
terms of similar meaning and expression in connection with any discussion of future operating or financial performance. Forward-looking
statements may also be identified by the fact that they do not relate strictly to historical or current facts. Forward-looking statements are based on
current expectations and involve inherent risks and uncertainties, including factors that could delay, divert or change any of them, and could

cause actual outcomes to differ materially from current expectations. Examples of forward-looking statements include, but are not limited to: (1)
projections of revenues, income or loss, earnings or loss per share, the payment or nonpayment of dividends, capital structure and other financial
items; (2) statements of our plans and objectives, including those relating to products or services; (3) statements of future economic performance
and (4) statements of assumptions underlying such statements.

Forward-looking statements involve risks and uncertainties that may cause actual results to differ materially from those in such statements.
Factors that could cause actual results to differ from those discussed in the forward-looking statements include, but are not limited to:

Local, regional and international economic conditions and the impact they may have on us and our customers and our assessment of
that impact.

Changes in estimates of future reserve requirements based upon the periodic review thereof under relevant regulatory and accounting
requirements.

The effects of and changes in trade, monetary and fiscal policies and laws, including interest rate policies of the Federal Reserve
Board.

Inflation, interest rate, market and monetary fluctuations.

Political instability.

Acts of war or terrorism.

The timely development and acceptance of new products and services and perceived overall value of these products and services by
users.

Changes in consumer spending, borrowings and savings habits.

Technological changes.

Acquisitions and integration of acquired businesses.
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Our ability to increase market share and control expenses.

Changes in the competitive environment among financial holding companies.

The effect of changes in laws and regulations (including laws and regulations concerning taxes, banking, securities and insurance)
with which we and our subsidiaries must comply.

The effect of changes in accounting policies and practices, as may be adopted by the regulatory agencies, as well as the Financial
Accounting Standards Board and other accounting standard setters.

Changes in our organization, compensation and benefit plans.

The costs and effects of litigation and of unexpected or adverse outcomes in such litigation.
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Greater than expected costs or difficulties related to the integration of new lines of business.

Our success at managing the risks involved in the foregoing items.

Forward-looking statements speak only as of the date on which such statements are made. We undertake no obligation to update
forward-looking statements to reflect events or circumstances after the date on which such statements are made, or to reflect the occurrence of
unanticipated events.

WHERE YOU CAN FIND MORE INFORMATION

Cullen/Frost and the issuer trust have filed a registration statement on Form S-4 under the Securities Act with the SEC, which we refer to as the
registration statement, to register the new securities to be issued in the exchange offer. This prospectus is a part of the registration statement and

does not contain all of the information in the registration statement, certain portions of which have been omitted as permitted by the rules and

regulations of the SEC. Statements made in this prospectus concerning the contents of documents referred to in this prospectus are not

necessarily complete and in each case are qualified in all respects by reference to the copies of such documents filed as exhibits to the

registration statement. You may review a copy of the registration statement at the SEC s public reference room or through the SEC s website,

which are described below.

We file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read and copy these filings at the
SEC s public reference room, which is located at 450 Fifth Street, N.W., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for
further information on the public reference room. In addition, the filings are available to the public through the SEC s website at
http://www.sec.gov.

This prospectus incorporates by reference certain information from documents that Cullen/Frost files with the SEC. This means that we can
disclose important information to you by referring you to those documents. The information incorporated by reference in this prospectus is
considered to be a part of this prospectus and should be read with the same care. When we update information in documents that have been
incorporated by reference by making future filings with the SEC, the information incorporated by reference in this prospectus is considered to be
automatically updated and superseded.

We incorporate by reference the documents listed below and any filings we make with the SEC in the future under Section 13(a), 13(c), 14 or
15(d) of the Securities Exchange Act of 1934, as amended, after the date of this prospectus and until this offering is completed:

Annual Report on Form 10-K for the fiscal year ended December 31, 2003.

Current Reports on Form 8-K (excluding any information furnished pursuant to Item 9 or Item 12 of the reports) dated January 28,
2004, February 3, 2004, February 6, 2004 and February 13, 2004.
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We will provide without charge a copy of these filings, other than any exhibits unless the exhibits are specifically incorporated by reference in
this prospectus. Requests for such documents should be directed to us at the following address and telephone number:

Cullen/Frost Bankers, Inc.
100 W. Houston Street
San Antonio, Texas 78205
Attention: Greg Parker

Telephone: (210) 220-4011

In order to ensure timely delivery of the requested documents, requests should be made no later than , 2004. In the event that
we extend the exchange offer, you must make your request at least five business days before the expiration date, as extended.

il
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No separate financial statements of the issuer trust are included or incorporated by reference in this prospectus. Cullen/Frost and the issuer trust

do not consider that such financial statements would be material to holders of the capital securities because the issuer trust is a newly-formed

special purpose entity, has no operating history or independent operations and is not engaged in and does not propose to engage in any activity

other than holding as trust assets the junior subordinated debentures and issuing the trust securities. Furthermore, taken together, our obligations
under the junior subordinated debentures, the junior subordinated indenture, the trust agreement, the expense agreement and the new guarantee
provide, in the aggregate, a full, irrevocable and unconditional guarantee of payments of distributions and other amounts due on the capital

securities of the issuer trust. See Cullen/Frost Capital Trust I, ~ Description of New Capital Securities,  Description of New Junior Subordinated
Debentures,  Description of New Guarantee. In addition, we do not expect that the issuer trust will be filing reports under the Securities

Exchange Act with the SEC.

iv
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PROSPECTUS SUMMARY

The following summary highlights selected information from this prospectus and does not contain all of the information that you should consider
before participating in this exchange offer. You should read the entire prospectus, the accompanying letter of transmittal and documents
incorporated by reference carefully.

Cullen/Frost Bankers, Inc.

Cullen/Frost, a Texas business corporation incorporated in 1977, is a financial holding company and a bank holding company headquartered in
San Antonio, Texas that provides, through its subsidiaries, a broad array of products and services throughout 12 Texas markets. We offer
commercial and consumer banking services, as well as trust and investment management, investment banking, insurance brokerage, leasing,
asset-based lending, treasury management and item processing services. At December 31, 2003, we had consolidated total assets of $9.7 billion
and were the largest independent bank holding company headquartered in Texas.

Our principal office is located at 100 W. Houston Street, San Antonio, Texas 78205, and our telephone number is (210) 220-4011.

Cullen/Frost Capital Trust IT

The issuer trust is a statutory trust created under Delaware law. The issuer trust s business and affairs are conducted by its trustees: initially, The
Bank of New York, as property trustee, The Bank of New York (Delaware), as Delaware trustee and the administrative trustees named in the
trust agreement. The issuer trust exists for the exclusive purposes of (1) issuing and selling its capital securities and common securities, (2) using
the proceeds from the sale of the trust securities to acquire the junior subordinated debentures and (3) engaging in only those other activities
necessary or incidental thereto (such as registering the transfer of the trust securities). Accordingly, the junior subordinated debentures are the
sole assets of the issuer trust, and payments under the junior subordinated debentures will be the sole source of revenue of the issuer trust.

The issuer trust s principal office is located at c/o The Bank of New York (Delaware), White Clay Center, Route 273, Newark, Delaware 19711,
and its telephone number is (302) 451-2500.
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The Exchange Offer

Up to $120,000,000 aggregate liquidation amount of new capital securities are being offered in
exchange for a like aggregate liquidation amount of old capital securities. Old capital securities
may be tendered for exchange in whole or in part in a liquidation amount of $100,000 (100
Capital Securities) or any integral multiple of $1,000 in excess of $100,000. If any old capital
securities are tendered in exchange in part, the untendered liquidation amount must be
$100,000 or any integral multiple of $1,000 in excess of $100,000. See the discussion under the
heading The Exchange Offer below for further information about the exchange offer.

5:00 p.m., New York City time, on , 2004, unless the exchange offer is extended by
us and the issuer trust. See The Exchange Offer Expiration Date; Extensions; Amendments.

If you wish to accept the exchange offer, the following must be delivered to the exchange
agent:

a properly completed and signed letter of transmittal or an agent s message; and

any other required documents.

In addition, the exchange agent must receive the old capital securities to be tendered, or the
specified procedures for guaranteed delivery of old capital securities must be complied with.

The foregoing actions must be completed on or prior to the expiration date of the exchange
offer. No letter of transmittal or old capital securities should be delivered to us, the issuer trust
or to DTC. See The Exchange Offer Procedures for Tendering Old Capital Securities.

You may withdraw your tender of old capital securities at any time on or prior to the expiration
date of the exchange offer in conformity with the procedures described under The Exchange
Offer Withdrawal Rights.

Based on interpretive letters of the SEC staff delivered to third parties, we and the issuer trust
believe that you may offer for resale, resell and otherwise transfer the new capital securities
issued pursuant to this exchange offer in exchange for old capital securities, without further
compliance with the registration and prospectus delivery requirements of the Securities Act, if:

you acquire the new capital securities in the ordinary course of your business;

you are not participating, and you have no arrangement or understanding with any
person to participate, in a distribution of the new capital securities;

14
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you are not an affiliate of us or the issuer trust, as defined under Rule 405 of the
Securities Act; and

you are not a broker-dealer that purchased the old capital securities from the issuer
trust.

If you fail to satisfy any of the foregoing conditions, you will not be permitted to tender your
old capital securities in the exchange offer and you must comply with the registration and
prospectus delivery requirements of the Securities Act in connection with any sale or other
transfer of your old capital securities unless such sale is made pursuant to an exemption from
such requirements.

Each broker-dealer that receives new capital securities for its own account pursuant to the
exchange offer in exchange for old capital securities that it acquired as a result of
market-making or other trading activities must deliver a prospectus meeting the requirements
of the Securities Act in connection with any resales of such new capital securities. See The
Exchange Offer Resales of New Capital Securities.

The exchange offer is subject to certain conditions, which may be waived by us and the issuer
trust in our sole discretion. See The Exchange Offer Conditions to the Exchange Offer.

The exchange agent for the exchange offer is . The addresses and telephone and
facsimile numbers of the exchange agent are set forth under The Exchange Offer Exchange
Agent and in the letter of transmittal.

Neither we nor the issuer trust will receive any cash proceeds from the issuance of the new
capital securities in connection with the exchange offer. See Use of Proceeds.

You should review the information set forth under Certain Federal Income Tax Consequences
and Certain ERISA Considerations prior to tendering old capital securities in the exchange
offer.

The New Capital Securities

The new capital securities will be issued by the issuer trust and will:

represent beneficial interests in the assets of the issuer trust; and

have a preference in certain circumstances over the issuer trust s common securities
with respect to distributions and amounts payable on redemption or liquidation. See
Description of New Capital Securities Subordination of Common Securities.

The sole assets of the issuer trust are the old junior subordinated debentures, which we will
exchange for new junior subordinated
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debentures as promptly as practicable after the date of this prospectus. Payments under
the new junior subordinated debentures will be the sole source of revenue of the issuer
trust. The new junior subordinated debentures are unsecured subordinated debt securities
issued under the junior subordinated indenture between us and The Bank of New York, as
trustee. See Description of New Junior Subordinated Debentures.

Pursuant to the new guarantee, we will guarantee on a subordinated basis the following
payments on the new capital securities, but only to the extent that the issuer trust has funds
available to make those payments:

payments of distributions; and

payments on liquidation of the issuer trust or on redemption of the new capital
securities.

See Description of New Guarantee.

Securities Offered Up to $120,000,000 aggregate liquidation amount of the issuer trust s Floating Rate Capital
Securities, Series A, which have been registered under the Securities Act (liquidation amount
$1,000 per new capital security). The new capital securities will be issued, and the old capital
securities were issued, under the trust agreement. The terms of the new capital securities are
substantially identical to the terms of the old capital securities, except that:

the new capital securities have been registered under the Securities Act and are not
subject to certain restrictions on transfer applicable to the old capital securities; and

the new capital securities do not provide for any additional distributions in case of
non-registration.

See The Exchange Offer Purpose and Effect of the Exchange Offer, = Description of New Capital
Securities and Description of Old Securities.

Distribution Rate Floating rate per annum equal to three-month LIBOR plus a margin of 1.55%, except that in no
event will it exceed the highest rate that can be charged, collected or received under applicable
law. See Description of New Capital Securities Distributions.

Distribution Dates March 1, June 1, September 1 and December 1 of each year, commencing June 1, 2004. See
Description of New Capital Securities Distributions.

If your old capital securities are accepted for exchange, you will not receive any accumulated
distributions on your old capital securities, and you will be deemed to have waived the right to
receive any distributions on your old capital securities accumulated from and after the last
distribution date prior to the original issue date of the new
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capital securities or, if no distributions have been made, from and after February 13, 2004. See
The Exchange Offer Distributions on New Capital Securities.

So long as no event of default under the junior subordinated indenture has occurred and is
continuing, distributions on the new capital securities may be deferred for the duration of any
extension period selected by us with respect to the payment of interest on the new junior
subordinated debentures. No extension period will exceed 20 consecutive quarterly periods or
extend beyond the stated maturity of the new junior subordinated debentures. See Description

of New Junior Subordinated Debentures Option to Extend Interest Payment Period and Certain
Federal Income Tax Consequences Interest Income and Original Issue Discount.

The new capital securities will rank equally, and payments on them will be made pro rata, with
the common securities except as described under Description of New Capital

Securities Subordination of Common Securities. The new junior subordinated debentures will
rank equally with all other junior subordinated debentures issued by us and sold to other trusts
established by us, in each case similar to the issuer trust, and will be unsecured and subordinate
and rank junior in right of payment, to the extent and in the manner set forth in the junior
subordinated indenture, to all senior indebtedness. See Description of New Junior Subordinated
Debentures. The new guarantee will rank equally with all other guarantees issued by us with
respect to capital securities issued by other trusts, will constitute an unsecured obligation of
ours and will rank subordinate and junior in right of payment to the extent and in the manner

set forth in the guarantee to all senior indebtedness. See Description of New Guarantee.

The new capital securities are subject to mandatory redemption:

in whole (but not in part) on March 1, 2034 upon the stated maturity of the new
junior subordinated debentures,

in whole (but not in part) at any time prior to March 1, 2009 contemporaneously with
the optional redemption by us of the new junior subordinated debentures upon the
occurrence and continuation of a tax event or capital treatment event, and

in whole or in part at any time on or after March 1, 2009, contemporaneously with
the optional redemption by us of the new junior subordinated debentures,

in each case, at a redemption price equal to the aggregate liquidation amount of the new capital
securities to be redeemed plus accumulated but unpaid distributions to the date of redemption.
See Description of New Capital Securities Redemption.

The new capital securities will be represented by one or more global capital securities that will
be deposited with and registered in the
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name of DTC or its nominee. This means that, except in limited circumstances, you will not
receive a physical certificate for the new capital securities.

The new capital securities will be issued, and may be transferred, only in blocks having a
liquidation amount of not less than $100,000 (100 new capital securities). If you attempt to
transfer new capital securities in a block having a liquidation amount of less than $100,000, or
with the result that you will hold new capital securities in a block having a liquidation amount
of less than $100,000, your transfer will be deemed to be void and of no legal effect
whatsoever.

The new capital securities will be a new issue of securities for which there is currently no
market. Although Lehman Brothers Inc., the initial purchaser of the old capital securities, has
informed the issuer trust and us that it currently intends to make a market in the new capital
securities, it is not obligated to do so, and any such market making may be discontinued at any
time without notice. Accordingly, there can be no assurance as to the development or liquidity
of any market for the new capital securities.
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RISK FACTORS

Before tendering old capital securities in the exchange offer, you should consider carefully each of the following risks and all other information
contained in this prospectus.

You are making an investment decision with regard to the new junior subordinated debentures as well as the new capital securities. The issuer
trust will rely on the payments it receives on the new junior subordinated debentures to fund all payments on the new capital securities. In
addition, the issuer trust may distribute the new junior subordinated debentures in exchange for the new capital securities upon its dissolution
and liquidation. Accordingly, you should carefully review the information in this prospectus regarding both of these securities.

If you fail to exchange the old capital securities, they will remain subject to certain transfer restrictions

The old capital securities have not been registered under the Securities Act or any state securities laws. Therefore, the old capital securities may
not be offered, sold or otherwise transferred except in compliance with the registration requirements of the Securities Act and any other
applicable securities laws, or pursuant to an exemption from such laws or in a transaction not subject to such laws, and, in each case, in
compliance with certain other conditions and restrictions. Old capital securities that remain outstanding after consummation of the exchange
offer will continue to bear a legend reflecting these restrictions on transfer. In addition, after the exchange offer, holders of old capital securities
will not have any rights to have them exchanged for new capital securities or registered under the Securities Act, subject to certain limited
exceptions. To the extent that old capital securities are tendered and accepted in the exchange offer, a holder s ability to sell untendered old
capital securities could be adversely affected.

Late deliveries of old capital securities and other required documents could prevent you from exchanging your old capital securities

Holders of old capital securities are responsible for complying with all exchange offer procedures. The issuance of new capital securities in
exchange for old capital securities will only occur upon completion of the procedures described in this prospectus under The Exchange Offer.
Therefore, holders of old capital securities who wish to exchange them for new capital securities should allow sufficient time for timely
completion of the exchange offer procedures. Neither we nor the exchange agent are obligated to extend the offer or notify you of any failure to
follow the proper procedure.

If you are a broker-dealer, your ability to transfer the new capital securities may be restricted

A broker-dealer that purchased old capital securities for its own account as part of market-making or trading activities must deliver a prospectus
when it sells the new capital securities. Our obligation to make this prospectus available to broker-dealers is limited. Consequently, we cannot
guarantee that a proper prospectus will be available to broker-dealers that wish to resell their new capital securities.

Payments on the new capital securities are dependent upon our payments on the new junior subordinated debentures
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The ability of the issuer trust to pay amounts due on the new capital securities is solely dependent upon our making payments on the new junior
subordinated debentures as and when required.

If we default on our obligation to pay principal of or interest on the new junior subordinated debentures, the issuer trust will not have sufficient
funds to pay distributions or the liquidation amount. As a result, holders of new capital securities will not be able to rely upon the new guarantee
for payment of these amounts because the new guarantee will not guarantee payment of distributions or amounts payable on redemption or
liquidation of such new capital securities when the issuer trust does not have sufficient funds available to make such payments.
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Holders of new capital securities or the property trustee may, however, institute a legal proceeding against us to enforce the rights of the issuer

trust under the new junior subordinated debentures. See Description of New Capital Securities Events of Default; Notice,  Description of New

Junior Subordinated Debentures Debenture Events of Default and  Enforcement of Certain Rights by Holders of Capital Securities and
Relationship among the New Capital Securities, the New Junior Subordinated Debentures, the New Guarantee and the Expense Agreement.

Our obligations are deeply subordinated, and we will pay our other debt obligations before we pay you

Our obligations under the new guarantee and under the new junior subordinated debentures are subordinate and junior in right of payment to all
of our senior indebtedness. As of the date of this prospectus, we have no outstanding senior indebtedness.

Because we are a holding company, our right to participate in any distribution of assets of our subsidiaries upon a subsidiary s dissolution,
winding-up, liquidation or reorganization or otherwise (and thus the ability of holders of the new capital securities to benefit indirectly from such
distribution), is subject to the prior claims of creditors of that subsidiary, except to the extent that we may be a creditor of that subsidiary and our
claims are recognized. At December 31, 2003, our subsidiary national bank had an aggregate (excluding deposits and liabilities owed to us) of
approximately $152.8 million of banknotes and other borrowings outstanding. The principal source of funds for us to satisfy our obligations
under the new junior subordinated debentures and the new guarantee is our subsidiaries. There are various legal limitations on the extent to
which our subsidiaries may extend credit, pay dividends or otherwise supply funds to, or engage in transactions with, us or certain of our other
subsidiaries. The prior approval of the Comptroller of the Currency is required if the total of all dividends declared by a national bank in any
calendar year would exceed the bank s net profits, as defined, for that year combined with its retained profits for the preceding two calendar years
less any required transfers to surplus. In addition, a national bank may not pay dividends in an amount in excess of its undivided profits less
certain bad debts. Although not necessarily indicative of amounts available to be paid in future periods, our subsidiary national bank had
approximately $168.0 million available for payment of dividends at December 31, 2003. Accordingly, the new junior subordinated debentures
and new guarantee will be effectively subordinated to all existing and future liabilities of our subsidiaries and holders of new junior subordinated
debentures and the new guarantee should look only to our assets for payments on the new junior subordinated debentures and the new guarantee.
See Cullen/Frost Bankers, Inc.

None of the junior subordinated indenture, the new guarantee, the trust agreement or the expense agreement places any limitation on the amount
of secured or unsecured debt, including senior indebtedness, which we may incur. See Description of New Guarantee Status of the Guarantee and
Description of New Junior Subordinated Debentures Subordination.

We may redeem the new junior subordinated debentures upon the occurrence of certain specified tax or regulatory capital events

We may redeem the new junior subordinated debentures in whole at any time within 90 days following the occurrence of specified tax or
regulatory capital events, including, among other things:

a change in tax laws or regulations that results in more than an insubstantial risk that the issuer trust will be subject to United States
federal income tax with respect to income on the new junior subordinated debentures, or that the interest payable by us on the new
junior subordinated debentures will not be deductible by us, in whole or in part, for United States federal income tax purposes; and

a change in laws or regulations on or after February 6, 2004 that results in more than an insubstantial risk that we will not be able to
include the full liquidation amount of the capital securities in our Tier 1 capital for purposes of the capital adequacy guidelines of the
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If we redeem the new junior subordinated debentures, the issuer trust will be required to redeem the new capital securities.

We will need the prior approval of the Federal Reserve Board to redeem the new junior subordinated debentures, if then required under
applicable Federal Reserve capital guidelines or policies. See Description of New Capital Securities Redemption and Description of New Junior
Subordinated Debentures Redemption.

Recent accounting changes may give rise to a future capital treatment event that would entitle us to redeem the new junior subordinated
debentures and may also reduce our consolidated capital ratios

In January 2003, the Financial Accounting Standards Board (the FASB ) issued FASB Interpretation No. 46, Consolidation of Variable Interest
Entities, which we refer to as  FIN 46, and in the fourth quarter of 2003, the FASB issued a revision to FIN 46, which we refer to as FIN
46-Revised, that made certain changes to FIN 46. FIN 46-Revised significantly changes how a company determines whether it must consolidate
an entity depending on whether the entity is a voting rights entity or a variable interest entity. Traditionally, issuer trusts used for issuing capital
securities have been consolidated by their parent companies and capital securities have been eligible for Tier 1 regulatory capital treatment by
bank holding companies under Federal Reserve Board rules and regulations. Accordingly, prior to the fourth quarter of 2003, we consolidated

our other issuer trust, Cullen/Frost Capital Trust I, in preparing our consolidated financial statements and treated its outstanding capital securities
as Tier 1 regulatory capital. Further, we classified our existing outstanding capital securities as liabilities on our consolidated balance sheet.

We adopted FIN 46-Revised in the fourth quarter of 2003 and, accordingly, de-consolidated our other issuer trust. For regulatory reporting
purposes, the Federal Reserve Board has advised that trust preferred securities, like the capital securities, will continue to constitute Tier 1
regulatory capital until further notice even though capital securities are not consolidated in financial statements. Consistent with the Federal
Reserve Board s position, we continue to treat capital securities issued by our other issuer trust as Tier 1 regulatory capital. However, it is
possible that the Federal Reserve Board may in the future conclude that capital securities should no longer be treated as Tier 1 regulatory capital.
If Tier 1 regulatory capital treatment were disallowed, then:

we would be able to redeem the new capital securities (and any other capital securities we may have outstanding at that time) pursuant
to the specified regulatory capital event redemption described just above; and

there would be a reduction in our consolidated regulatory capital ratios. See Description of New Capital Securities Redemption.

Distributions on the capital securities could be deferred; if we elect to defer distributions, you may have to include interest in your
taxable income before you receive cash

If no event of default has occurred and is continuing with respect to the new junior subordinated debentures, we have the right under the junior
subordinated indenture to defer the payment of interest on the new junior subordinated debentures at any time or from time to time for an

extension period not exceeding 20 consecutive quarterly periods with respect to each extension period. No extension period, however, may

extend beyond the stated maturity of the new junior subordinated debentures. Prior to the end of an extension period, we may further defer the
payment of interest, provided that no event of default under the junior subordinated indenture has occurred and is continuing and provided

further that no extension period may exceed 20 consecutive quarterly periods, or extend beyond the stated maturity of the new junior

subordinated debentures or end on a date other than an interest payment date. At the end of any extension period and the payment of all amounts
then due, we may elect to begin a new extension period. There is no limitation on the number of times that we may elect to begin an extension
period. See Description of New Capital Securities Deferral of Distributions and Description of New Junior Subordinated Debentures Option to
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Should an extension period occur, a holder of new capital securities will continue to accrue income (in the form of original issue discount) in
respect of its pro rata share of the new junior subordinated debentures held by the issuer trust for United States federal income tax purposes. As a
result, a holder of new capital securities will include such income in gross income for United States federal income tax purposes in advance of

the receipt of cash, and will not receive the cash related to such income from the issuer trust if the holder disposes of the new capital securities
prior to the record date for the actual payment of distributions. See Certain Federal Income Tax Consequences Interest Income and Original Issue
Discount and  Sales or Redemptions of Capital Securities.

We have no current intention of exercising our right to defer payments of interest by extending the interest payment period on the new junior
subordinated debentures. However, should we elect to exercise this right in the future, the market price of the new capital securities is likely to
be adversely affected. A holder of new capital securities that disposes of them during an extension period, therefore, might not receive the same
return on its investment as a holder that continues to hold its new capital securities. In addition, as a result of the existence of our right to defer
interest payments, the market price of the new capital securities (which represent preferred undivided beneficial interests in the assets of the
issuer trust) may be more volatile than the market prices of other securities on which original issue discount accrues that are not subject to such
deferrals.

Under certain circumstances, the issuer trust may distribute the new junior subordinated debentures in exchange for the new capital
securities, which could affect the market price and could be a taxable event

As the holder of all of the outstanding common securities of the issuer trust, we will have the right at any time to terminate the issuer trust and,
after satisfaction of liabilities to creditors of the issuer trust as provided by applicable law, cause the new junior subordinated debentures to be
distributed to the holders of the new capital securities and common securities in liquidation of the issuer trust. We have committed to the Federal
Reserve Board that, so long as we (or any affiliate of ours) is a holder of common securities, we will not exercise such right without having
received the prior approval of the Federal Reserve Board to do so, if then required under applicable Federal Reserve Board capital guidelines or
policies. See Description of New Capital Securities Liquidation Distribution upon Termination.

Under current United States federal income tax law and interpretations, and assuming, as expected, that the issuer trust will not be taxable as a
corporation, a distribution of the new junior subordinated debentures upon a liquidation of the issuer trust should not be a taxable event to

holders of the new capital securities. However, if a tax event were to occur that would cause the issuer trust to be subject to United States federal
income tax with respect to income received or accrued on the new junior subordinated debentures, a distribution of the new junior subordinated
debentures by the issuer trust could be a taxable event to the issuer trust and the holders of the new capital securities. See Certain Federal Income
Tax Consequences Distribution of New Junior Subordinated Debentures to Securityholders.

There can be no assurance as to the market prices for new capital securities

There can be no assurance as to the market prices for new capital securities, or for new junior subordinated debentures that may be distributed in
exchange for new capital securities if a liquidation of the issuer trust occurs. Accordingly, the new capital securities or the new junior
subordinated debentures that a holder of new capital securities may receive on liquidation of the issuer trust may trade at a discount. As a result
of the existence of our right to defer interest payments and the corresponding accrual of income for United States federal income tax purposes,
the market price of the new capital securities may be more volatile than the market prices of other debt securities that are not subject to such
optional deferrals. Because holders of new capital securities may receive new junior subordinated debentures on termination of the issuer trust,
prospective purchasers of capital securities are also making an investment decision with regard to the new junior subordinated debentures and
should carefully review all the information regarding the new junior subordinated debentures contained in this prospectus. See Description of
New Junior Subordinated Debentures.

Table of Contents 26



Table of Contents

Edgar Filing: CULLEN FROST BANKERS INC - Form S-4

10

27



Edgar Filing: CULLEN FROST BANKERS INC - Form S-4

Table of Conten

Our guarantee will not guarantee payment of distributions or amounts payable on redemption or liquidation of the new capital
securities when the issuer trust does not have funds on hand available to make such payments

The new guarantee guarantees to the holders of the new capital securities the following payments, to the extent not paid by the issuer trust:

any accumulated and unpaid distributions required to be paid on the new capital securities, to the extent that the issuer trust has funds
on hand available therefor at such time;

the redemption price with respect to any new capital securities called for redemption, to the extent that the issuer trust has funds on
hand available therefor at such time; and

upon a voluntary or involuntary termination, winding-up or liquidation of the issuer trust (unless the new junior subordinated
debentures are distributed to holders of the new capital securities), the lesser of:

the aggregate of the liquidation amount and all accumulated and unpaid distributions to the date of payment, to the
extent that the issuer trust has funds on hand available therefor at such time; and

the amount of assets of the issuer trust remaining available for distribution to holders of the new capital securities on liquidation
of the issuer trust. The new guarantee is subordinate as described under ~ Our obligations will be deeply subordinated, and we will
pay our other debt obligations before we pay you.

If we were to default on our obligation to pay amounts payable under the new junior subordinated debentures, the issuer trust may lack funds for
the payment of distributions or amounts payable on redemption of the new capital securities or otherwise, and, in such event, holders of the new
capital securities would not be able to rely upon the new guarantee for payment of such amounts. Instead, if a debenture event of default has
occurred and is continuing and such event is attributable to our failure to pay any amounts payable in respect of the new junior subordinated
debentures on the payment date on which such payment is due and payable, then a holder of new capital securities may institute a legal
proceeding directly against us for enforcement of payment to such holder of any amounts payable in respect of such new junior subordinated
debentures having a principal amount equal to the aggregate liquidation amount of the new capital securities of such holder. In connection with
such proceeding, we will have a right of set-off under the junior subordinated indenture to the extent of any payment made by us to such holder
of new capital securities in the proceeding. Except as described in this paragraph, holders of new capital securities will not be able to exercise
directly any other remedy available to the holders of the new junior subordinated debentures or assert directly any other rights in respect of the
new junior subordinated debentures. See Description of New Junior Subordinated Debentures Enforcement of Certain Rights by Holders of
Capital Securities, Debenture Events of Default and Description of New Guarantee. The trust agreement provides that each holder of new capital
securities by acceptance of the new capital securities agrees to the provisions of the new guarantee and the junior subordinated indenture.

Holders of new capital securities will have only limited voting rights

Holders of new capital securities will have limited voting rights relating generally to the modification of the new capital securities and the new
guarantee and the exercise of the issuer trust s rights as holder of new junior subordinated debentures. Holders of new capital securities will not
be entitled to appoint, remove or replace the property trustee, the Delaware trustee or any administrative trustee except upon the occurrence of
certain events described in this prospectus. The property trustee, the administrative trustees and the holders of all of the common securities may,
subject to certain conditions, amend the trust agreement without the consent of holders of new capital securities to cure any ambiguity or make
other provisions not inconsistent with other provisions under the trust agreement or to ensure that the issuer trust (1) will not be taxable as a
corporation or will be taxable as a grantor trust for United States federal income tax purposes, or (2) will not be required to register as
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an investment company under the Investment Company Act. See Description of New Capital Securities Voting Rights; Amendment of Trust
Agreement and  Removal of Issuer Trustees; Appointment of Successors.

The market value of the new capital securities may be influenced by unpredictable factors

There is no existing market for the new capital securities and there can be no assurance as to the liquidity of any markets that may develop for
the new capital securities, the ability of the holders to sell their new capital securities or at what price holders of the new capital securities will be
able to sell their new capital securities. Future trading prices of the new capital securities will depend on many factors including, among other
things:

prevailing interest rates;

our operating results; and

the market for similar securities.

Accordingly, if you sell your new capital securities, you may not be able to obtain a price equal to the face amount of the new capital securities
or the price that you paid for your new capital securities.
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CULLEN/FROST BANKERS, INC.

Cullen/Frost, a Texas business corporation incorporated in 1977, is a financial holding company and a bank holding company headquartered in
San Antonio, Texas that provides, through its subsidiaries, a broad array of products and services throughout 12 Texas markets. We offer
commercial and consumer banking services, as well as trust and investment management, investment banking, insurance brokerage, leasing,
asset-based lending, treasury management and item processing services. At December 31, 2003, we had consolidated total assets of $9.7 billion
and were the largest independent bank holding company headquartered in the State of Texas.

Our banking subsidiary is The Frost National Bank, which we refer to as Frost Bank and which is organized as a national banking association
under the National Bank Act. Frost Bank is primarily engaged in the business of commercial and consumer banking through 79 financial centers
and 118 ATMs across Texas. Frost Bank serves the Texas metropolitan areas of Austin, Boerne/Fair Oaks, Corpus Christi, Dallas, Fort Worth,
Galveston, Harlingen, Houston, McAllen, New Braunfels, San Antonio and San Marcos. Frost Bank was chartered as a national banking
association in 1899, but its origin can be traced to a mercantile partnership organized in 1868. At December 31, 2003, Frost Bank had
consolidated total assets of $9.7 billion and total deposits of $8.1 billion and was the largest commercial bank headquartered in the State of
Texas.

Our philosophy is to grow and prosper, building long-term relationships based on top quality service, high ethical standards, and safe, sound
assets. We operate as a locally oriented, community-based financial services organization, augmented by experienced, centralized support in
select critical areas. Our local market orientation is reflected in our financial service centers and regional advisory boards, which are comprised
of local business persons, professionals and other community representatives, that assist our financial centers in responding to local banking
needs. Despite this local market, community-based focus, we offer many of the products available at much larger money-center financial
institutions.

We serve a wide variety of industries including, among others, energy, services, retail, manufacturing, construction, telecommunications,
healthcare, military, logistics and transportation. Our customer base is similarly diverse. We are not dependent upon any single industry or
customer.

Our operating objectives include expansion, diversification within our markets, growth of our fee-based income, and growth internally and
through acquisitions of financial institutions, branches and financial services businesses. We regularly evaluate acquisition opportunities and
conduct due diligence activities in connection with possible acquisitions. We seek acquisition partners that are culturally similar and have
experienced management and possess either significant market presence or have potential for improved profitability through financial
management, economies of scale and expanded services.

Our principal offices are located at 100 W. Houston Street, San Antonio, Texas 78205, and our telephone number is (210) 220-4011.
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SELECTED CONSOLIDATED FINANCIAL INFORMATION

The following tables present summary consolidated financial data derived from our consolidated financial statements. This summary is qualified

in its entirety by the detailed information and financial statements included in the documents incorporated by reference in this prospectus. See
Where You Can Find More Information. Certain item