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Quarterly report pursuant Section 13 or 15(d) of the Securities Exchange Act of 193
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subject to such filing requirements for the pastia@s. Yes[x] No [

Indicate by check mark whether the registrant lasmstted electronically and posted on its corpo¥bsite, if any, every Interactive Data
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that the registrant was required to submit and pash files). YeskX No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definitions of “large accelerdited” “accelerated filer” and “smaller reportirmmpany” in Rule 12b-2 of the Exchange
Act. (Check one):
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Non-accelerated file (Do not check if a smaller reporting compa Smaller Reporting Compar [
Indicate by check mark whether the registrantsfell company (as defined in Rule 12b-2 of the Bxgje Act) YesO No

On November 14, 2012, 13,767,605 shares of Votiogn@on Stock were outstanding, and 4,691,897 slwdu@kass B Non-Voting Common
Stock were outstandin






Table of Contents

CUSTOMERS BANCORP, INC. AND SUBSIDIARIES

Customers Bancorp, Inc.
Table of Contents

Part |

Item 1.  Customers Bancorp, Inc. Consolidated Financiak8tanhts as of September 30, 2012 and for the timet@iae month
periods ended September 30, 2012 (unaud

ltem 2.  Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior

ltem 3.  Quantitative and Qualitative Disclosures about MafRisk

Iltem 4.  Controls and Procedur

PART Il

ltem 1. Legal Proceeding

Item 1A Risk Factors

Iltem 2.  Unregistered Sales of Equity Securities and Uderoteed:

Iltem 3.  Defaults Upon Senior Securiti

Iltem 4.  Mine Safety Disclosure

Iltem 5.  Other Informatior

ltem 6.  Exhibits

SIGNATURES

Ex-31.1

Ex-31.2

Ex-32.1

Ex-32.2

Ex-101

41
60
60

61
61
61
61
61
61
62
63



Table of Contents

CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET - UNAUDITED

ASSETS
Cash and due from ban
Interest earning depos
Cash and cash equivalel

Investment securities available for sale, at falue
Investment securities held to maturity (fair vaRgd1 $330,809
Loans held for sale (including $1,063,666 of maggaarehouse loans at fair value in 20
Loans receivable not covered under Loss Sharingégents with the FDI
Loans receivable covered under Loss Sharing Agratswéth the FDIC
Less: Allowance for loan loss

Total loans receivable, n
FDIC loss sharing receivah
Bank premises and equipment,
Bank-owned life insuranc
Other real estate owned (2012 $7,107; 2011 $6,&8éred under Loss Sharing Agreements with the Fl
Goodwill and other intangible
Restricted stoc
Accrued interest receivable and other as

Total assets

LIABILITIES AND SHAREHOLDERS ' EQUITY
Liabilities:
Deposits:
Demand, no-interest bearin
Interest bearini
Total deposit:
Federal funds purchas
Other borrowing
Subordinated det
Accrued interest payable and other liabilit
Total liabilities
Shareholder equity:
Preferred stock, par value $1,000 per share; 10000 shares authorized; none iss
Common stock, par value $1.00 per share; 200,00G;08res authorized; 18,507,121 shares is
and 18,459,502 outstanding at September 30, 2012 5395,302 shares issued and
11,347,683 outstanding at December 31, 2
Additional paid in capita
Retained earning
Accumulated other comprehensive gain (I¢
Less: cost of treasury stock; 47,619 shares aeS#gr 30, 2012 and December 31, 2
Total shareholde’ equity
Total liabilities and shareholders’ equity

See accompanying notes to the unaudited consdlidiat@ncial statements.
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September 3C

2012

December 31

2011

(Dollars in thousands,
except per share dat

$ 911 $ 7,76
148,39¢ 65,80
157,51 73,57(
130,70 79,13

0 319,54

1,187,88 174,99¢
976,13 1,215,11
110,96! 126,27
(24,97 (15,032

1,062,12, 1,326,36
12,30¢ 13,07

9,70¢ 8,44¢
40,30: 29,26¢
10,69¢ 11,81
3,691 3,70¢
22,58 21,81¢
16,57: 15,78¢
$2,654,09  $2,077,53

$ 21322¢ $ 114,04

2,134,95! 1,469,14

2,348,18. 1,583,18'

0 5,00(
36,00( 331,00
2,00( 2,00(
6,40¢ 8,59t

2,392,58' 1,929,78

0 0
18,50° 11,39:

211,86t 122,60:
30,74¢ 14,49¢
87¢ (245)

(500) (500)
261,50; 147,74
$2,654,09  $2,077,53
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME - UNAUDITED

Interest incom:
Loans receivable, taxable, including ft
Loans receivable, n-taxable, including fee
Investment securities, taxat
Investment securities, n-taxable
Other
Total interest incom
Interest expenst
Deposits
Federal funds purchas
Securities sold under repurchase agreen
Borrowed funds
Subordinated det

Total interest expens

Net interest incom
Provision for loan losse
Net interest income after provision for loan los
Nor+-interest income
Deposit fee:
Mortgage warehouse transactional f
Bank owned life insuranc
Gain on sale of investment securit
Accretion of FDIC loss sharing receival
Gain (loss) on sale of loal
Other
Total nor-interest incom
Nor-interest expenst
Salaries and employee bene
Occupancy
Technology, communication and bank operati
Advertising and promotio
Professional service
FDIC assessments, taxes, and regulatory
Other real estate own
Loan workoult
Merger related expens
Stock offering expense
Other
Total nor-interest expens
Income before tax expen
Income tax expens
Net income
Dividends on preferred stot
Net income available to common shareholdel

Basic income per sha
Diluted income per shal

Three Months Ended
September 30,

Nine Months Ended
September 30,

2012

2011

2012

2011

(Dollars in thousands, except per share ¢

$26,99(  $11,28( $59,96!  $30,95¢
55 17 11¢ 62
805  3,97¢  593¢ 10,34
21 22 64 65
91 67 228 38C
27,96. 1535¢ 66,29t _41,80¢
5191 556 1568,  16,66(
5 0 8 0

0 21 0 28
194 95 434 304
17 16 52 49
5407 _ 569¢ 16,18, 17,04
2255¢ 9,665 50,117  24,76¢
10,11¢ 90C 14,65 _ 6,55(
12,43¢ _ 8,76: 3546 1821t
124 114 357 312
3,34¢ 1,366  882¢ 3,75
35¢ 264 94f  1,12¢
0 1,415 9,006 1,41
1,29¢ 0 1951  1,70¢
(71) 0 26¢ 377
4,717 85 _ 5,43¢ 38¢
9,766 _ 3,24.  26,79¢ _ 9,08
597¢  3,75: 17,070 11,84
1,70¢ 1,02 4937 3,01
69¢ 485 2,037 1,31
27C 20€ 84¢ 63¢
81¢ 123 247/ 3,96
66¢ 37¢ 2208 1,62¢
(287) 10z 587 39C
617 37C  151¢ 1,01
0 53C 28 53C

97 0 1,43 0
1,42 65€ _ 4,11: _ 1,861
11,990  8,73(  37,25¢  26,18:
10,21C  327¢  2500!  1,11C
3,57 93C 8,751 29¢
6,63¢€ 2,34t  16,25: 811
0 5 0 5
$6,63€ $2,34( $16,25. $ B80€
$ 05: $ 02/ $ 1.3¢ $ .0F
$ 051 $ 02¢ $ 1.3t $ .0F

See accompanying notes to the unaudited consdlidiat@ncial statements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME - U NAUDITED

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
(Dollars in thousands
Net income $6,63¢ $ 2,34F $16,25: $ 811
Other comprehensive income (los
Unrealized holding gains on securities arising miyithe perioc 1,59 64€ 2,22¢ 6,57:
Income tax effec (559 (220 (779 (2,239
Unrealized holding gain on securities transferrednfthe held-to-maturity category int
the availabl-for-sale categor 0 0 8,50¢ 0
Income tax effec 0 0 (2,979 0
Reclassification adjustment for gains includedetincome 0 (1,419 (9,00€) (1,419
Income tax effec 0 477 3,152 48(
Other comprehensive income (loss), net of 1,03¢ (510 1,124 3,40¢
Comprehensive income $7,67¢ $ 1,83t $17,37¢ $4,21¢

See accompanying notes to the unaudited consdlidiatncial statements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY — UNAUDITED

For the Nine Months Ended September 30, 2012 and 20
(Dollars in thousands)

Shares of Shares of Accumulated Other
Preferred Common Preferred Additional Treasury
Stock Stock Common Paid in Retained Comprehensive
Outstanding  Outstanding Stock Stock Capital Earnings Income (Loss) Stock Total
Balance, December 31, 201 0 8,398,01 $ 0 $ 8,39¢ $ 88,13 $10,50¢ $ (1,890 $ 0 $105,14(
Comprehensive incorr 811 3,40¢ 4,21¢
Stock-based compensatior
expense 51¢ 51t
Common stock issued, net
costs 2,373,59! 2,37¢ 26,15: 28,52¢
Shares issued in the
acquisition of Berkshire
Bancorp, Inc 3,031 623,99( 3,03i 625 7,61¢ 11,27
Dividends— preferred stocl (5) (5
Balance, September 30, 201 3,037 11,395,60 $ 3,037 $11,39¢ $122410 $11,31 $ 1,50¢ $ 0 $149,66!
Shares of Shares of Accumulated Other
Preferred Common Preferred Additional Treasury
Stock Stock Common Paid in Retained Comprehensive
Outstanding  Outstanding Stock Stock Capital Earnings Income (Loss) Stock Total
Balance, December 31, 201 0 11,347,688 $ 0 $11,39¢ $122,60. $14,49¢ $ (245) $ (500) $147,74¢
Comprehensive incorr 16,25: 1,12¢ 17,37¢
Stock-based compensatior
expense 1,61¢ 1,61¢
Common stock issued, net
COSts 7,111,81! 7,112 87,65( 94,76:
Balance, September 30, 2012 0 18,45950 $ 0 $18,507 $211,86¢ $30,74¢ $ 87¢ $ (500) $261,50:.

See accompanying notes to the unaudited consdlidiatncial statements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS — UNAUDITED

Nine Months Ended September 3C

Cash Flows from Operating Activities

Net income available to common shareholc

Adjustments to reconcile net income to net caskl iis@perating activities
Provision for loan losse

Provision for depreciation and amortizat

Stoclk-based compensatic

Deferred taxe

Net amortization (accretion) of investment secesifporemiums and discour
Gain on sale of investment securit

Gain on sale of loar

Origination of loans held for sa

Proceeds from the sale of loans held for

Increase in FDIC loss sharing receiva

(Accretion) amortization of fair value discoul

Net loss (gain) on sales of other real estate ov

Impairment charges on other real estate ov

Change in investment in be-owned life insuranc

Increase in accrued interest receivable and ogsats

Decrease in accrued interest payable and otheiitlizb

Net Cash Used in Operating Activities

Cash Flows from Investing Activities

Proceeds from maturities, calls and principal repanyts of investment securities available for:

Proceeds from sales of investment securities alaifar sale
Purchases of investment securities available fler
Purchases of investment securities held to mat
Proceeds from maturities and principal repaymehisvestment securities held to matut
Net decrease (increase) in loi

Purchase of loan portfoli

Proceeds from sales of SBA lo¢

Net cash proceeds from bank acquisii

Proceeds from bar-owned life insuranc

Purchases of ba-owned life insuranc

Purchases of restricted stc

Reimbursements from the FDIC on loss sharing ageaé¢s
Purchases of bank premises and equipt

Proceeds from sales of other real estate o

Net Cash Provided by (Used in) Investing Activitie!
Cash Flows from Financing Activities

Net increase in deposi

Net (decrease) increase in si-term borrowed fund
Payment of preferred dividet

Proceeds from issuance of common stock

Net Cash Provided by Financing Activities

Net Increase (Decrease) in Cash and Cash Equivalst
Cash and Cash Equivalents — Beginning

Cash and Cash Equivalent— Ending
Supplementary Cash Flows Information

Interest paic
Income taxes pai

Non-cash items:

Transfer of loans to other real estate ow

Transfer of held to maturity investments to avdédbr sale
Berkshire Bancorp, Inc. Acquisitio

Assets acquire

Liabilities assume:

2012

2011

(Dollars in thousands

$ 16,25: $ 80€
14,65¢ 6,55(
1,447 967
1,61€ 51F
(1,119 0
2,897 (282)
(9,006) (1,419
(26€) (377)
(7,305,33) (1,685,97)
6,292,45: 1,680,91!
(4,537) (1,709)
(277) 33C
98t (238)

46¢ 1,15¢
(1,03%) (1,129)
(1,081) (22,459
(2,190 (2,456)
(994,07 (24,79
26,48¢ 16,84"
306,61 112,75
(108,249 (72,960)
0 (396,83%)
50,96¢ 35,64’
302,27 (220,62f)
(63,24¢) (13,000)
3,68¢ 5,17¢

0 19,20°

0 277
(10,000 0
(769) (10,369
5,30¢ 6,551
(2,349 (1,725)
7,38¢ 5,377
518,12( (513,67
765,13 214,26
(300,000 110,00
0 (21¢)
94,76 28,52¢
559,89 352,57
83,94( (185,89:)
73,57 238,72
$ 157,51 $ 52,83
$ 16,25 $ 17,21
12,62t 2,81¢
$ 8290 $ 7,79
268,67 0
$ 0 $ 134,11
0 122,83



See accompanying notes to the unaudited consdlidiatncial statements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 1 — DESCRIPTION OF THE BUSINESS AND BASIS OF FRESENTATION

Customers Bancorp, Inc. (the “Bancorp”) is a Petwagya corporation formed on April 7, 2010 to féaite the reorganization of Customers
Bank (the “Bank”) into a bank holding company sttwe. The reorganization was completed on Septefihe2011. Any financial
information for periods prior to September 17, 2@bhtained herein reflects that of Customers Banthe predecessor entity.

The unaudited consolidated financial statements lh@en prepared in conformity with accounting pples generally accepted in the United
States (“U.S. GAAP?”) for interim financial statentemnd pursuant to the rules and regulations oSt#wurities and Exchange Commission
(“SEC™") for interim reporting. Certain informaticand note disclosures normally included in annueritial statements prepared in
accordance with U.S. GAAP have been condensed titeshpursuant to those rules and regulationspatih the Bancorp believes that the
disclosures made are adequate to make the infamatit misleading. The Bancorp’s unaudited conatdid interim financial statements
reflect all adjustments that are, in the opiniommafhagement, necessary for fair statement of #hdtgeof interim periods presented. Certain
amounts reported in the 2011 consolidated finarsté&bments have been reclassified to conforma@@i2 presentation. These
reclassifications did not significantly impact tBancorp’s financial position or results of operato

Operating results for the three-month and nine-impetiods ended September 30, 2012 are not neitgdsdicative of the results that may
be expected for the year ended December 31, 2012.

The accounting policies of Customers Bancorp, amcl Subsidiaries, as applied in the consolidatextim financial statements presented
herein, are substantially the same as those follawean annual basis as disclosed on pages 8@thAflof Customers’ Annual Report on
Form 10K for the fiscal year ended December 31, 201X $iggested that these financial statements barreajunction with the financi:
statements and the notes thereto included in thstlkorm 10-K. In addition, the Bancorp has mam®anting changes in the third quarter of
2012 that are detailed in the following sectionted “ ACCOUNTING CHANGES "

The Bancorp evaluated its September 30, 2012 cdased financial statements for subsequent evantsigh the date the financial
statements were issued. The Bancorp is not awaaryadditional subsequent events which would regeicognition or disclosure in the
financial statements.

ACCOUNTING CHANGES
The Fair Value Option

During the third quarter of 2012, we elected thevalue option for warehouse lending transactidosumented under a Master Repurchase
Agreement originated after July 1, 2012 in ordemture accurately represent the short term natutieeofransaction and its inherent credit
risk. This adoption is in accordance with the paatars established by Accounting Standards CodificdtASC”) 825-10-25 Financial
Instrument-Overall-Recognition: The Fair Value OptioAs a result of this election, new warehouse lendiagsactions were classified as
“Loans held for sale” on the balance sheet. Ther@st income from the warehouse lending transagtia@s classified in “Interest Income —
Loans receivable, taxable, including fees” on timoime statement for the third quarter of 2012. Aaris Receivable, the warehouse lending
transactions were accounted for on an amortizetlhasss less an allowance for loan loss. An allavedfior loan losses is not recorded for the
warehouse lending transactions when measuredrafafiaie since under ASC 825, the exit price (thpurehase price) for warehouse lending
transactions considers the effect of expected tleshes.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 1 — DESCRIPTION OF THE BUSINESS AND BASIS OF FRESENTATION — (continued)

Change in Accounting Estimates

Estimates of cash flows from purchased credit-imgaa(“PCI”) loans were revised during the third gaaof 2012 due to conversion to a
more sophisticated and precise loan valuation sydte accordance with the guidance in ASC 310R3;eivables—Loans and Debt
Securities Acquired with Deteriorated Credit Qualiinterest income is based on an acquired loarps@rd cash flows. Acquired loans are
generally assessed to be within the scope of ASE3BIif: (1) the asset shows evidence of havingritetated in credit quality since it was
originated, and (2) it is probable that the acquivill be unable to collect all contractually reged payments receivable. Complex models are
needed to calculate loan-level and/or pool levekeeked cash flows in accordance with ASC 310-3@. [dhn data analysis provided by the
new software is a more precise quantification ¢dfel cash flows than the analysis that was prelyaaculated manually. Conversion to the
new system was completed in September 2012, aademilt, estimates of cash flows from PCI loansewevised. When converting to the
new software system, we were required to calculeeestimated cash flows from the various acquisitiates of the PCI loans through the
date the software was implemented as it was imigedie to perform these calculations on a monthlguarterly basis. These changes in
estimates are accounted for prospectively as aggh@naccounting estimate. In the third quarte2@f2, approximately $4.4 million was
recognized in other non-interest income relatetthitochange.

Also during the third quarter of 2012, we perfornzedinitial re-estimation of the cash flows for #8€l loans. The re-estimation process
updates the existing loan data for current loanragsions. As a result of the initial re-estimatemmincrease of $4.5 million was recorded to
interest income. As required by ASC 310-30, theréed loan balance included accrued interest rabkdv Due to the higher loan balance,
we evaluated the adequacy of the allowance for losses and determined that an additional provifoloan losses of $7.5 million was
appropriate. In the future, we will re-estimate tlash flows on the PCI loans on a quarterly basid,adjustments, if any, are not expected to
have a material impact on future earnings.

As a result of the changes in estimates, net indanreased by $911,000, net of tax, and basic datkd earnings increased by $0.08 per
share.

NOTE 2 — REORGANIZATION AND ACQUISITION ACTIVITY
Reorganization into Customers Bancorp, Inc.

The Bancorp and the Bank entered into a Plan ofystesind Reorganization effective September 17, potduant to which all of the issued
and outstanding common stock of the Bank was exggtaon a three to one basis for shares of comnoek and Class B Non-Voting
common stock of the Bancorp. The Bank became alwbained subsidiary of the Bancorp (the “Reorgatiiz®). The Bancorp is authorize
to issue up to 100,000,000 shares of common si@k000,000 shares of Class B Non-Voting CommonkSamd 100,000,000 shares of
preferred stock. All share and per share infornmalias been retrospectively restated to reflecRéngrganization, including the three-for-one
consideration used in the Reorganization.

In the Reorganization, the Bank’s issued and ondtey shares of common stock of 22,525,825 shar@<éass B Nonfoting common stoc
of 6,834,895 shares converted into 7,508,473 sldrte® Bancorp’s common stock and 2,278,294 stafréee Bancorp’s Class B Non-
Voting common stock. Cash was paid in lieu of fi@tal shares. Outstanding warrants to purchase 782 shares of the Bank’s common
stock with a weighted-average exercise price % per share and 243,102 shares of the Bank’s Blakm-Voting common stock with a
weighted-average exercise price of $3.50 per slare converted into warrants to purchase 470,26@slof the Bancorp’s common stock
with a weighted-average exercise price of $10.64hare and warrants to purchase 81,036 sharbe &ancorp’s Class B Non-Voting
common stock with a weighted-average exercise pfi&L0.50 per share. Outstanding stock optionqmutchase 2,572,404 shares of the
Bank’s common stock with a weighted-average exempigce of $3.50 per share and stock options tolase 231,500 shares of the Bank’s
Class B Non-Voting common stock with a weightedrage exercise price of $4.00 per share were cagdvé@nto stock options to purchase
855,774 shares of the Bancorp’s common stock witkeighted-average exercise price of $10.49 perestiad stock options to purchase
77,166 shares of the Bancorp’s Class B Non-Votommon stock with a weighted-average exercise mfiéd2.00 per share.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 2 — REORGANIZATION AND ACQUISITION ACTIVITY —  (continued)

Acacia Federal Savings Bank Acquisition

On June 21, 2012, the Bancorp announced the enitnaidefinitive agreement to acquire Acacia Fddeaaings Bank (Acacia) located in
Falls Church, Virginia from two subsidiaries of Aritas Mutual Holding Company (Ameritas). Acaciaves the metro Washington, D.C.
market. Pursuant to the terms of the agreemenBaineorp will acquire 100% of the stock of Acaaiami Ameritas Mutual Holding Compa
for a total purchase price of $65.0 million to teédpin Voting Common Stock (resulting in a 9.9%irgtownership interest in the Bancorp),
Class B Non-Voting Common Stock (resulting in ud89% total common ownership interest (voting aad-voting, taking into account
outstanding securities convertible into commonlstat the Bancorp), and Perpetual Non-Cumulativefé&red Stock, Series C (with an
aggregate liquidation value of $65.0 million mirthe value of the Common Stock and Class B Non-\goBommon Stock to be issued in the
acquisition). The Bancorp expects to issue itsnpommon Stock and Class B N@nting Common Stock at 115% of GAAP book valu
the time of closing.

The Bancorp will not be acquiring any non-perforgiioans, other real estate owned or other assatté theems to possess higher risk. In
addition, the Bancorp will not be responsible foy aeverance obligations, charges associated gtkearly termination of the O.S.I.
technology contract or lease termination charge&aactia’s corporate headquarters beyond one yéar closing is expected to take place
during the fourth quarter of 2012.

The consummation of the Acacia Transaction is ogetit upon a number of conditions including, butlimited to, receipt of various
regulatory approvals.

CMS Bancorp Acquisition

On August 10, 2012, Customers Bancorp Inc. annalutieeentry into a definitive agreement to acquieemerger CMS Bancorp (CMS
Bancorp) located in White Plains, New York andmdiely CMS Bank. CMS Bank, with five branches, ssrWestchester County, New
York, and the surrounding areas.

The total transaction value is approximately $28ilion, and the agreement provides for CMS Banaigekholders to receive shares of
Customers Bancorp voting common stock based up@xeimange ratio to be determined as the quotiefi} tife CMS Valuation, divided by
(i) the Customers Valuation, with fractional shaite be cashed out. The “CMS Valuation” will bectddted as 95% of CMS Bancorp’s
common stockholders’ equity as of the month endrgd the closing, while the “Customers Valuatiovill be calculated as 125% of
Customer Bancorp’s modified stockholder equity Bhe month end prior to closing. Modified stockitets’ equity is defined as June 30,
2012 book value plus additions to retained earnihgsugh the month-end prior to closing. Sharesaedsy Customers Bancorp in capital
raises and purchase accounting adjustments fronothiey acquisitions will not be included in caldirilg modified stockholders’ equity. By
way of example, based on the March 31, 2012 boblevger share of CMS Bancorp and the June 30, guddified stockholders’ equity of
Customers Bancorp, $11.75 and $13.99, respectitfedyexchange ratio would be 0.6383. The foregoaigulation is provided as an exam
only, and does not purport to be the actual exchaatio. The actual exchange ratio will likely bfetent at closing.

The acquisition of CMS will enhance the Bancorp&aNYork franchise. Closing of the CMS Bancorp mergéich is subject to regulatory
approval, customary closing conditions and the aygdrof CMS Bancorp’s stockholders, is expecteddeur in the first half of 2013.

NOTE 3 — RECENTLY ISSUED ACCOUNTING STANDARDS

In April 2011, the Financial Accounting StandardsaBl (“FASB”) issued Accounting Standards Upda#eStJ”) 2011-03,Reconsideration
of Effective Control for Repurchase Agreementss ASU removes from the assessment of effectiverol (1) the criterion requiring the
transferor to have the ability to repurchase oeesd the financial assets on substantially the dgexens, even in the event of default by the
transferee, and (2) the collateral maintenancedémphtation guidance related to that criterion. Bhislance was effective for the first inter
or annual period beginning on or after Decembe203,1 and is to be applied prospectively to trati@as or modifications of existing
transactions that occur on or after the effectiatedAdoption of this guidance has not had a neltenipact on results of operations or
financial condition.

In May 2011, the FASB issued ASU 2011-8dnendments to Achieve Common Fair Value MeasursraadtDisclosure Requirements in
U.S. GAAP and IFRShe amendments change the wording used to desuabg of the requirements in U.S. GAAP for measufaigvalue
and for disclosing information about fair value m@@ments. The guidance was effective for interich@nual periods beginning after
December 15, 2011 and is to be applied prospegtideloption of this guidance has not had a matémalact on Customers Bancorp’s
financial statements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 3 — RECENTLY ISSUED ACCOUNTING STANDARDS - (continued)

In June 2011, the FASB issued ASU 2011®fsentation of Comprehensive Incotdader the new guidance, the components of net ircom
and the components of other comprehensive incoméegpresented either in a single continuous settenf comprehensive income or in
two separate but consecutive statements. This gogdeliminates the option to present componentshafr comprehensive income as part of
the changes in shareholders’ equity. This amendisdatbe applied retrospectively and was effectirdiscal years and interim periods
ending after December 15, 2011 for public compare®ption of this guidance has not had a signifiéenpact on Customers Bancorp’s
financial statements.

In September, 2011, the FASB issued ASU 2011F@8ting Goodwill for ImpairmentThe purpose of this ASU is to simplify how entitiest
goodwill for impairment by adding a new first stiggthe preexisting goodwill impairment test und&8@Topic 350,

Intangibles— Goodwill and otherThis amendment gives the entity the option to fistess a variety of qualitative factors such esaric
conditions, cash flows, and competition to deteemirnether it was more likely than not that the failue of goodwill has fallen below its
carrying value. If the entity determines that ih@t likely that the fair value has fallen below d@arrying value, then the entity will not have to
complete the original two-step test under Topic.38te amendments in this ASU were effective forampent tests performed for fiscal
years beginning after December 15, 2011. Adoptiahie guidance has not had a material impact salte of operations or financi
condition.

In December, 2011, the FASB issued ASU 2011EFecognition of in Substance Real Estate — a SGpefication. This ASU clarifies
previous guidance for situations in which a repaytentity would relinquish control of the asseta@ubsidiary in order to satisfy the
nonrecourse debt of the subsidiary. The ASU coredubat if control of the assets has been trarsfda the lender, but not legal ownership
of the assets; then the reporting entity must ocomtito include the assets of the subsidiary inatsolidated financial statements. The
amendments in this ASU were effective for publititees for annual and interim periods beginningoorafter June 15, 2012. Adoption of this
guidance has not had a material impact on resfiiparations or financial condition.

In December, 2011, the FASB issued ASU 2011Hid¢losures about Offsetting Assets and Liabiljtiesan effort to improve comparability
between U.S. GAAP and IFRS financial statementk vagard to the presentation of offsetting assedsliabilities on the statement of
financial position arising from financial and deative instruments, and repurchase agreements. Bhkestablishes additional disclosures
presenting the gross amounts of recognized assétabilities, offsetting amounts, and the netanak reflected in the statement of financial
position. Descriptive information regarding theuratand rights of the offset must also be disclo$éds ASU is effective for annual reporti
periods beginning on or after January 1, 2013 atetim periods within those annual periods. CustsmBancorp does not expect this ASL
have a significant impact on its consolidated ftiahstatements.

In July 2012, the FASB issued guidance amendingviénecompanies test for indefinite-lived intangibkeset impairment, allowing the option
to first assess qualitative factors to determinetieér it is necessary to perform the quantitatimpairment test. This guidance is effective for
interim and annual periods beginning after Septeribe2012, with early adoption permitted. Custosr@ancorp will adopt the guidance in
connection with its annual indefinite-lived intably assets impairment test in the fourth quartdisofl 2012. Customers Bancorp does not
expect the adoption will have a significant impaiatits consolidated financial statements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 4 — EARNINGS PER SHARE

Basic earnings per share are computed by dividgigncome by the weighted-average number of comshanes outstanding during the
period. Diluted earnings per share reflects themtad! dilution that could occur if options to phese common stock were exercised, warrants
to purchase common stock were exercised, andatestrstock units vested and common stock was is§tedntial common shares that may
be issued related to outstanding stock optionslat@mined using the treasury stock method.

The following are the components of the Bancorpsags per share for the periods presented:

Three Months Ended Nine Months Ended
September 30, September 30,
(Dollars in thousands, except per share ¢
2012 2011 2012 2011
Net income allocated to common shareholt $ 6,63¢ $ 2,34( $ 16,25: $ 80¢€
Weightec-average number of common she— basic 12,465,74 9,876,00 11,723,09 9,621,54
Shar+-based compensation pla 310,84! 144,56( 231,67 127,56:
Warrants 134,92¢ 73,25¢ 112,26! 64,36(
Weightec-average number of common she— diluted 12,911,51 10,093,82 12,067,02 9,813,46!
Basic earnings per she $ 0.52 $ 0.24 $ 1.3¢ $ 0.0¢
Diluted earnings per sha $ 0.51 $ 0.2t $ 1.3t $ 0.0¢
Anti-dilutive Securities Excluded from the Computation & Earnings per Share
Three Months Ended September 3C Nine Months Ended September 3C
2012 2011 2012 2011
Anti-dilutive securities
Shar+-based compensation awa 6,592 34,13( 6,59z 34,13(
Warrants 129,94¢ 130,04 129,94¢ 130,04"
Total ant-dilutive securities 136,53¢ 164,17 136,53¢ 164,17"

NOTE 5 — INVESTMENT SECURITIES

In May 2012, Customers Bancorp reclassified its®@@nillion held-to-maturity investment portfolio aivailable for sale. Due to its strong
outlook for loan growth, falling interest ratesdats recent decision to postpone its initial paloiffering of stock, the Bancorp decided to
proceed with this reclassification to provide lidjity. The reclassification increased total shardbd’ equity by $5.5 million associated with
the recording of the net security gains on thefplot net of tax effects, to accumulated other poatensive income. Subsequently, the
Bancorp sold $257.6 million of available-for-saézsrities and realized a pre-tax gain of $8.8 mnilliin accordance with regulatory and
accounting requirements, the Bancorp is prohilfitech classifying security purchases as held to nitgttor a period of two years.

12
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 5 — INVESTMENT SECURITIES - (continued)

The amortized cost and approximate fair value eéstment securities as of September 30, 2012 andrblger 31, 2011 are summarized as
follows:

September 30, 201,

Gross Gross
Unrealized Unrealized
Amortized
Cost Gains Losses Fair Value

(Dollars in thousands
Available for Sale:
Mortgage-backed securities (; $101,73¢ $ 1,68¢ $ (27) $103,39
Asse-backed securitie 55& 10 0 565
Municipal securitie: 2,05¢ 9 (@D} 2,06¢
Corporate note 25,00( 0 (329 24,67
Equities 6 0 0 6

$129,35: $ 1,70¢ $ (356 $130,70!

(1) Includes privat-label securities with an aggregate amortized cb$669 and an aggregate fair value of $€

December 31, 201

Gross Gross
Unrealized Unrealized
Amortized
Cost Gains Losses Fair Value
(Dollars in thousands

Availablefor Sale:
U.S. Treasury and government agen $ 1,002 $ 0 $ (1) $ 1,001
Mortgagebacked securities (1) (. 55,81¢ 581 (207) 56,29:
Asse-backed securitie 622 5 0 627
Municipal securitie: 2,071 0 (72) 2,00(
Corporate note 20,00( 0 (783) 19,217

$ 79,518 $ 58¢ $ (962) $ 79,13;

Held to Maturity:
Mortgage-backed securitie $319,54° $11,26: $ 0 $330,80¢

(1) Includes an interest only strip security of $2,&
(2) Includes privat-label securities with an aggregate amortized cb$765 and an aggregate fair value of $€
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 5 — INVESTMENT SECURITIES — (continued)

The following tables show proceeds from the salawaiilable for sale investment securities, grosssgand gross losses on those sales of
securities for the three and nine months endedeSdyr 30, 2012 and 2011:

Three Months Ended

September 30,
2012 2011
(Dollars in thousands
Proceeds from sale of availa-for-sale investment securiti $ 0 $112,75°
Gross gain: $ 0 $ 1,41
Gross losse 0 0
Net gains $ 0 $ 1,41
Nine Months Ended
September 30,
2012 2011
(Dollars in thousands
Proceeds from sale of availa-for-sale investment securiti $306,61( $112,75°
Gross gain: $ 9,00¢ $ 1,41
Gross losse 0 0
Net gains $ 9,00¢ $ 1,41

These gains and losses were determined using dedfispdentification method and were included onrinterest income.

The following table shows debt securities by statedurity. Debt securities backed by mortgages leypected maturities that differ from
contractual maturities because borrowers haveigheto call or prepay and are, therefore, clasdiieparately with no specific maturity date:

September 30, 201,
Available for Sale

Amortized Fair

Cost Value

(Dollars in thousands
Due in one year or le: $ 1,09( $ 1,09(
Due after one year through five ye. 26,45( 26,13¢
Due after five years through ten ye 38 39
Due after ten yeal 33 33
27,61 27,30
Mortgage-backed securitie 101,73t 103,39¢
Total debt securitie $129,34° $130,69¢
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 5 — INVESTMENT SECURITIES — (continued)

The Bancorp’s investments’ gross unrealized loasesfair value, aggregated by investment categotyi@ngth of time for individual
securities that have been in a continuous unrehlizes position, at September 30, 2012 and DeceBihe2011, were as follows:

September 30, 201,

Less than 12 months 12 months or more Total
Unrealized Unrealized Unrealizec
Fair Value Losses Fair Value Losses Fair Value Losses

(Dollars in thousands

Available for Sale:

Mortgage-backed securitie $ 6 $ 1) $ 44 $ (260 $ 44 $ (27)
Municipal securitie: 0 0 1,00t (@0} 1,00t 2)
Corporate note 4,912 (88) 19,76( (240 24,67 (328
Total $ 491¢ $ (89 $21,200 $ (267) $26,12¢ $ (356
December 31, 201
Less than 12 month: 12 months or more Total
Unrealizec Unrealized Unrealizec
Fair Value Losses Fair Value Losses Fair Value Losses

(Dollars in thousands

Available for Sale:

U.S. Treasury and government agen $ 1,000 $ o % 0o $ 0 $ 100 % (1)
Mortgagebacked securitie 16€ (D) 417 (10€) 57¢ (207)
Municipal securitie: 0 0 2,00¢ (77) 2,00( (71)
Corporate note 19,21¢ (783) 0 0 19,21¢ (783)
Total $20,38¢ $ (8% $ 241: $ (177 $22,797 $ (962

At September 30, 2012, there were three availaditedle investment securities in the less-thanvwe+ehonth category and ten available-for-
sale investment securities in the twelve-month-orercategory. At December 31, 2011, there weravailable-forsale investment securiti
in the less-than-twelve-month category and sixlalséé-for-sale investment securities in the twelventh-or-more category. In
management’s opinion, the unrealized losses refiectarily changes in interest rates due to chanmgesonomic conditions and the liquidity
of the market, and not credit quality. In addititine Bancorp does not believe that it will be mideely than not that the Bancorp will be
required to sell the securities prior to maturityntarket-price recovery.

During June 2012, Moody’s downgraded all five cogte bonds in the Bancorp’s portfolio. This downtgravas anticipated since Moody’s
placed these bonds on negative watch in Februatg.2lthe Bancorp analyzed these bonds in more dettiie time of downgrade. The
Bancorp does not intend to sell these debt seesiitiior to recovery, and it is more likely thart tiat the Bancorp will not have to sell these
debt securities prior to recovery. These bondsigoatto pay their scheduled interest paymentsroa.tNo additional downgrades are
anticipated at this time. The holdings are alhe financial services industry and all are wellitjzed.

At September 30, 2012 and December 31, 2011, thedp had pledged investment securities aggreg&ti0§.4 million and $311.4 milliol
respectively, as collateral for borrowings.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES
The composition of net loans receivable at Septerdde2012 and December 31, 2011 was as follows:

2012 2011
(Dollars in thousands
Constructior $ 28,93: $ 37,92¢
Commercial real esta 45,72¢ 48,78¢
Commercial and industri; 12,16¢ 13,08«
Residential real esta 20,27¢ 22,46¢
Manufactured housin 3,867 4,012
Total loans receivable covered under FDIC LossiSbar

Agreements (1 110,96! 126,27t
Constructior 13,24: 15,27:
Commercial real esta 605,37 350,92¢
Commercial and industri 76,64 69,73¢
Mortgage warehouse (. 9,321 619,31
Manufactured housin 158,45° 104,56!
Residential real esta 107,85! 53,47¢
Consume 2,451 2,211

Total loans receivable not covered under FDIC L®isaring

Agreements 973,34( 1,215,501
Total loans receivabl 1,084,30! 1,341,78
Deferred (fees) costs, n 2,79¢ (389
Allowance for loan losse (24,979 (15,037
Loans receivable, ni $1,062,12! $1,326,36

(1) Loans that were acquired in the two FDIC assigi@asactions and are covered under loss sharingragrés with the FDIC are referr
to as“covere loans throughout these financial stateme

(2) During the third quarter of 2012, we electee fhir value option for warehouse lending transmsidocumented under a Master
Repurchase Agreement originated after July 1, 28%2 result of this election, new warehouse legdiansactions were classified as
“Loans held for sale” on the balance sheet. Foitaaél information about our election of the faalue option refer to “Note 1 —
DESCRIPTION OF THE BUSINESS AND BASIS OF PRESENT®N —The Fair Value Option’in this Form 10-Q. Certain classes
of warehouse lending loans were not eligible farv¥alue option accounting
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES — (continued)

Nor-Covered Nonaccrual Loans and Loans Past Due
The following tables summarize non-covered loags;lass, at September 30, 2012:

Greater
3C-89 Days Than Total Past Non- Total Loans
Past Due (1 90 Days (1 Due (1) Accrual Current (2) 4
(Dollars in thousands

Commercial and industrii

Acquired with credit deterioratic $ 1 3 0 $ 1 $ 12¢ $ 2,28 $ 2,41¢

Remaining loans (& 85 0] 85 65E 73,48 74,22
Commercial real esta

Acquired with credit deterioratic 1,26¢ 0] 1,26¢ 5,27¢ 43,26¢ 49,81

Remaining loans (& 772 0 772 18,29 536,49: 555,56(
Constructior

Acquired with credit deterioratic 0 0 0 0 2,001 2,001

Remaining loans (& 0 0 0 2,42: 8,81¢ 11,24:
Residential real esta

Acquired with credit deterioratic A77 0] A77 947 11,21°¢ 12,63¢

First mortgages (& 51¢ 0 51¢ 54¢ 69,14¢ 70,21°

Home equity (5. 50 0] 50 91t 24,03¢ 24,99¢
Consume

Acquired with credit deterioratic 11 0 11 8C 45¢ 55C

Remaining loans (& 1 0 1 56 1,84¢ 1,901
Mortgage warehous

Acquired with credit deterioratic 0 0 0 0 0 0

Remaining loans (& 0 0 0 0] 9,321 9,321
Manufactured housing (:

Acquired with credit deterioratic 834 0 834 2,81¢ 3,93: 7,581

Remaining loans (& 6,39: 1,47 7,86¢ 652 142,35¢ 150,87t
Total $ 10,417 $ 147 $11,88¢ $32,79! $928,66: $973,34(

(1) Loan balances do not include I-accrual loans

(2) Loans where payments are due within 29 days a$t¢heduled payment da

(3) Purchased manufactured housing loans, purchas¥l 0, are subject to cash reserves held @ank that are used to fund the pdet
payments when the loan becomes 90 days or momregdelit. Subsequent purchases are subject to vasyangsions in the event of
borrower! delinquencies

(4) Loans exclude deferred costs and fi

(5) Loans that were not identified at the acquisitiatedas a loan with credit deterioratir
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES — (continued)

The following tables summarize non-covered loags;lass, at December 31, 2011:

Greater Total Past
3C-89 Days Than Non- Total Loans
Past Due (1 90 Days (1 Due(1) Accrual Current (2) (4)

(Dollars in thousands
Commercial and industri

Acquired with credit deterioratic $ 0 $ 0 % 0 $ 178 $ 494¢ $ 5,12«

Remaining loans (& 0 0 0 2,811 61,79: 64,61:
Commercial real esta

Acquired with credit deterioratic 8¢ 0 89 8,521 57,54 66,15¢

Remaining loans (& 1,02t 0 1,02t 17,58: 266,16! 284,77
Constructior

Acquired with credit deterioratic 0 0 0 0 3,39: 3,39:

Remaining loans (& 0 0 0 5,63( 6,24¢ 11,87¢
Residential real esta

Acquired with credit deterioratic 1,00z 0 1,00z 1,42: 16,15¢ 18,58:

First mortgages (& 314 0 314 70C 14,65: 15,66¢

Home equity (5. 18¢ 0 18¢ 822 18,22: 19,22¢
Consume

Acquired with credit deterioratic 7 0 7 6 233 24¢

Remaining loans (& 14 0 14 34 1,915 1,96¢
Mortgage warehous 0 0] 0 0 619,31¢ 619,31¢
Manufactured housing (:

Acquired with credit deterioratic 1,681 0 1,681 0 7,04¢ 8,72¢

Remaining loans (& 3,481 0 3,481 0 92,35! 95,83¢
Total $ 7,79 $ 0 $ 7,79 $37,71¢ $1,169,99 $1,215,50

(1) Loan balances do not include I-accrual loans

(2) Loans where payments are due within 29 days o$¢heduled payment da

(3) Purchased manufactured housing loans, purchas¥l 0, are subject to cash reserves held @ank that are used to fund the pdet
payments when the loan becomes 90 days or moreqdelit.

(4) Loans exclude deferred costs and fi

(5) Loans that were not identified at the acquisitiatedas a loan with credit deterioratir
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES — (continued)

Covered Nonaccrual Loans and Loans Past Due

The following tables summarize covered loans, gl at September 30, 2012 and December 31, 2011

September 30, 201.

Commercial and industrii
Acquired with credit deterioratic
Remaining loans (2
Commercial real esta
Acquired with credit deterioratic
Remaining loans (2
Constructior
Acquired with credit deterioratic
Remaining loans (z
Residential real esta
Acquired with credit deterioratic
First mortgages (2
Home equity (2
Manufactured housin
Acquired with credit deterioratic
Remaining loans (z

(1) Loans balances do not include nonaccrual lo

(2) Loans that were not identified at the acquisitiatedas a loan with credit deterioratir
(3) Loans where payments are due within 29 days a$theduled payment da

December 31, 201

Commercial and industrii
Acquired with credit deterioratic
Remaining loans (z
Commercial real esta
Acquired with credit deterioratic
Remaining loans (z
Constructior
Acquired with credit deterioratic
Remaining loans (z
Residential real esta
Acquired with credit deterioratic
First mortgages (2
Home equity (2
Manufactured housin
Acquired with credit deterioratic
Remaining loans (z

(1) Loans balances do not include nonaccrual lo

Greater Total Pas!

30-89 Days Than

Past Due (1 90 Days (1 Due (1) Nonaccrual Current (3) Total Loans
(Dollars in thousands
$ 0 $ 0 $ 0 $ 74t $ 2,01/ $ 2,75¢
0 0 0 10C 9,30¢ 9,40¢
0 0 0 14,73] 5,52i 20,26¢
0 0 0 3,99¢ 21,46: 25,46(
0 0 0 15,94¢ 0 15,94¢
0 0 0 6,50¢ 6,47 12,98
0 0 0 4,02( 25¢ 4,27¢
56& 0 56& 0 6,86¢ 7,42¢
0 0 0 1,364 7,21(C 8,57¢
0 0 0 66 0] 66
21 0 21 161 3,61¢ 3,801
$ 58€ $ 0 $ 58€ $ 47,64¢ $ 62,73 $110,96!
Greater Total Past

3C-89 Days Than

Past Due (1 90 Days (1 Due (1) Nonaccrual Current (3) Total Loans
(Dollars in thousands

$ 0 $ 0 $ 0 $ 37¢ $ 0 $ 37¢
2,672 0 2,672 0 7,20 9,87¢
0 0 0 16,20 2,03¢ 18,24:
1,074 0 1,074 1,46: 30,84( 33,37¢
0 0 0 18,89¢ 3,26¢ 22,16:
91 0 91 2,58¢ 13,08¢ 15,76«
0 0 0 4,00z 0 4,00z
57C 0 57C 0 8,60( 9,17(
281 0 281 1,532 7,47¢ 9,29:
0 0 0 77 0 77
6 0 6 78 3,852 3,93¢
$ 4,694 $ 0 $ 4,69/ $ 45,21 $ 76,36¢ $126,27¢

(2) Loans receivable that were not identified upon &ition as a loan with credit deterioratic
(3) Loans where payments are due within 29 days a$theduled payment da
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES — (continued)

Impaired Loan— Covered and Non-Covered
The following table presents a summary of impalceahs:

(1)

(1)

With no related allowance recorded:
Commercial and industri;
Commercial real esta
Constructior

Consume

Residential real esta

With an allowance recorded:
Commercial and industri:
Commercial real esta
Constructior

Consume

Residential real esta

Total

Also represents the recorded investm

With no related allowance recorded:
Commercial and industri;
Commercial real esta
Constructior

Consume

Residential real esta

With an allowance recorded:
Commercial and industri;
Commercial real esta
Constructior

Consume

Residential real esta

Total

Also represents the recorded investm

20

September 30, 201.

For the Nine Months Ended
September 30, 2012

Unpaid
Principal

Balance (1

$ 3,98i
27,83¢
7,14
217
3,13¢

571
9,41¢
6,022

55
1,40¢
$ 59,79(

December 31, 201

Average Interest
Related Recorded Income
Allowance Investment Recognizel

(Dollars in thousands

$ 5191 $ 16C

22,20¢ 74€

7,62 18

10% 3

2,38 58

$ 34¢ 74€ 9
2,78 9,071 20¢
2,45( 6,90: 154

3 29 4

25C 967 13

$ 5,83¢ $ 55226 $ 1,37(

For the Nine Months Ended
September 30, 2011

Unpaid
Principal Average Interest
Balance Related Recorded Income
(1) Allowance Investment Recognize(
(Dollars in thousands
$ 6,97¢ $ 189 $ 95
20,43: 15,09¢ 52¢
8,77: 3,42( 92
0] 0] 2
343 61€ 35
80C $ 42€ 3,32( 124
12,19¢ 2,04 10,88( 47¢
7,36¢ 2,98¢ 3,42( 46
22 22 22 0
86¢ 19t 61€ 232
$57,77" $ 5,67¢ $ 3928 $ 1,62«
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES — (continued)

Troubled Debt Restructurings

At September 30, 2012, there was $8.2 million ankcategorized as troubled debt restructuringBR". Of this amount, $1.5 million was
performing in accordance with the modified termB. T®Rs are considered impaired loans at the tifna@ir restructuring. In subsequent
years, a TDR may cease being classified as impditked loan was modified at a market rate at theetof modification and has perform
according to the modified terms for at least sixiths. A loan that has been modified at a below etardkte will return to performing status if
it satisfies the six-month performance requirembatyever, it will remain classified as impaired.

The following is an analysis of loans modified itr@ubled debt restructuring by type of concesséirihe three and nine months ended
September 30, 2012 and 2011. There were no matiifitathat involved forgiveness of debt.

TDRs in
compliance
with their TDRs that
modified
terms and are not
accruing accruing
interest interest Total

(Dollars in thousands
Three months ended September 30, 20:

Extended under forbearan $ 0 $ 59: $ 59z
Multiple extensions resulting from financial diftikty 0 0 0
Interes-rate reduction 0 21¢ 21¢
Total $ 0 $ 81z $ 812
Nine months ended September 30, 20:

Extended under forbearan $ 0 $ 711 $ 711
Multiple extensions resulting from financial diftikty 10z 0 10z
Interes-rate reduction 69 49¢ 562
Total $ 17z $ 1,20¢ $1,37¢
Three months ended September 30, 2011

Extended under forbearan $ 0 $ 1,42 $1,42:
Multiple extensions resulting from financial diftikty 72 0 72
Interes-rate reduction 901 0 901
Total $ 97¢ $ 1,42 $2,39¢
Nine months ended September 30, 20:

Extended under forbearan $ 3,09 $ 5,39¢ $8,48
Multiple extensions resulting from financial diftikty 74 0 74
Interes-rate reduction 1,00¢ 132 1,141
Total $ 4,17¢ $ 5,52¢ $9,70:
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES — (continued)

The following table provides, by class, the numiidoans modified in troubled debt restructuringsl ¢he recorded investments and unpaid
principal balances during the three and nine moetiied September 30, 2012 and 2011.

TDRs in compliance with their

modified terms and accruing TDRs that are not
interest accruing interest
Number Number
Recorded Recorded
of Loans Investment of Loans Investment

(Dollars in thousands

Three months ended September 30, 20:

Commercial and industrii 0 $ 0 0 $ 0
Commercial real esta 0 0 0 0
Constructior 0 0 0 0
Manufactured housin 0 0 2 17z
Residential real esta 0 0 3 18¢
Consume 0 0 2 451
Total 0 $ 0 7 $ 81z
Nine months ended September 30, 20:
Commercial and industri; 0 $ 0 0 $ 0
Commercial real esta 0 0 0 0
Constructior 0 0 0 0
Manufactured housin 3 172 8 447
Residential real esta 0 0 4 30¢
Consume 0 0 2 451
Total 3 $ 172 14 $ 1,204
Three months ended September 30, 20:
Commercial and industrii 0 $ 0 0 $ 0
Commercial real esta 0 0 4 1,42:
Constructior 0 0 0 0
Manufactured housin 12 972 0 0
Residential real esta 0 0 0 0
Consume 0 0 0 0
Total 12 $ 97:% 4 $ 1,42
Nine months ended September 30, 20:
Commercial and industri 1 $ 10¢€ 0 $ 0
Commercial real esta 3 2,54 18 4,90
Constructior 1 55C 0 0
Manufactured housin 12 97¢ 0 0
Residential real esta 0 0 1 622
Consume 1 2 0 0
Total 18 $ 4,17¢ 19 $ 5,52¢

As of September 30, 2012 and 2011, there were mongments to lend additional funds to debtors whesms have been modified in
troubled debt restructuring.

All loans modified in troubled debt restructurirgy® evaluated for impairment. The nature and exdtempairment of TDRs, including those
which have experienced a subsequent default, isidered in the determination of an appropriatellefallowance for credit losses. There
were no specific reserves resulting from the additf TDR modifications, and there were no TDRshweitibsequent defaults in the three and
nine month periods ended September 30, 2012 artér8bpr 30, 2011.
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES — (continued)

Credit Quality Indicators

Credit quality indicators for commercial and indigdf commercial real estate, residential realtestad construction loans are based on an
internal risk-rating system and are assigned aloidue origination and reviewed on a periodic ormorf‘as needed” basis. Consumer, mortgage
warehouse and manufactured housing loans are ¢edlbased on the payment activity of the loan.

The following presents the credit quality table®hSeptember 30, 2012 and December 31, 2011 éondin-covered loan portfolio.

September 30, 201.

Commercial
Commercial Residential
and
Industrial Real Estate Construction Real Estate
(Dollars in thousands

Pass/Satisfactol $ 72,05: $561,06: $ 10,51¢ $104,30°
Special Mentior 3,752 20,06« 231 1,22¢
Substandar 837 23,48’ 2,04¢ 2,31¢
Doubtful 0 761 452 0
Total $ 76,64 $ 605,37« $ 13,24. $107,85!

Manufactured

Mortgage
Consumel Warehouse Housing
(Dollars in thousands

Performing $ 2,39¢ $ 9,321 $ 158,45

Nonperforming (1 53 0 0

Total $ 2,451 $ 9,321 $ 158,45

(1) Includes loans that are on nonaccrual status drdogsninety days or more at September 30, 2

December 31, 201

1)

Commercial
Commercial Residential
and
Industrial Real Estate Construction Real Estate
(Dollars in thousands

Pass/Satisfactor $ 61,85: $307,73¢ $ 9,31« $50,517
Special Mentior 57 13,40z 237 0
Substandar 7,50¢ 28,13! 4,34¢ 2,95¢
Doubtful 322 1,662 1,371 0
Total $ 69,73¢ $ 350,92¢ $ 15,27. $ 53,47¢

Manufactured

Mortgage
Consumel Warehouse Housing
(Dollars in thousands

Performing $ 2,171 $619,31¢ $ 104,56!

Nonperforming (1 4C 0 0

Total $ 2,211 $619,31¢ $ 104,56!

Includes loans that are on nonaccrual status drdogsninety days or more at December 31, 2
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES — (continued)

The following presents the credit quality table®bSeptember 30, 2012 and December 31, 2011 éocdliered loan portfolio.

September 30, 201.

Commercial
Commercial Residential
and
Industrial Real Estate Construction Real Estate
(Dollars in thousands
Pass/Satisfactot $ 9,60¢ $ 26,75¢ $ 2,43t $14,33¢
Special Mentior 1,71C 23t 4,03¢ 3,20z
Substandar 84kt 18,73¢ 22,45t 2,74C
Doubtful 0 0 0 0
Total $ 12,16 $ 45,72¢ $ 28,93. $ 20,27¢
Manufactured
Housin
(Dollars in thousand
Performing $ 3,701
Nonperforming (1 16€
Total $ 3,861
(1) Includes loans that are on nonaccrual status drdpgsninety days or more at September 30, 2
December 31, 201
Commercial
Commercial Residential
and
Industrial Real Estate Construction Real Estate
(Dollars in thousands
Pass/Satisfactot $ 10,92¢ $ 29,89: $ 553¢ $16,47¢
Special Mentior 1,77¢ 1,63: 7,641 45E
Substandar 37¢ 17,26¢ 24,74¢ 5,53¢
Doubtful 0 0 0 0
Total $ 13,08 $ 48,78¢ $ 37,92t $ 22,46
Manufactured
__Housing
(Dollars in thousand
Performing $ 3,851
Nonperforming (1 15E
Total $ 4,012
(1) Includes loans that are on nonaccrual status drdogsninety days or more at December 31, 2
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES — (continued)

Allowance for loan losse

The changes in the allowance for loan losses fthilee and nine months ended September 30, 20b2aibyegment based on impairment

method:

Three Months Ended September 30, 201

Beginning Balance, July 1, 20:
Chargeoffs

Recoveries

Provision for loan losse

Ending Balance, September 30, 2(

Three Months Ended September 30, 2012 (continue

Beginning Balance, July 1, 20
Chargeoffs

Recoveries

Provision for loan losse

Ending Balance, September 30, 2(

Nine Months Ended September 30, 201

Beginning Balance, January 1, 2C
Chargeoffs

Recoveries

Provision for loan losse

Ending Balance, September 30, 2(

Nine Months Ended September 30, 2012 (continue

Beginning Balance, January 1, 2C
Chargeoffs

Recoveries

Provision for loan losse

Ending Balance, September 30, 2(

Commercial
Commercial Residentia
and
Industrial Real Estate Construction Real Estat¢
(Dollars in thousands
$ 1,50 $ 8,26¢ $ 4,352 $ 1,08(
(26€) (282) (475) (36%)
98 33 3 0
387 5,92% 1,13¢ 2,26
$ 1,72C $ 13,93¢ $ 5,01¢ $ 2,97
Manufactured
Mortgage
Housing Consumel Warehouse Unallocatec Total
(Dollars in thousands
$ 40 $ 75 $ 80z $ 0 $16,11¢
0 (27) 0 0 (1,416
0 22 0 0 15€
85¢ 27¢ (732 0 10,11¢
$ 89¢ $  34¢ $ 70 $ 0 $24,97:
Commercial
Commercial Residentia
and
Industrial Real Estate Construction Real Estat¢
(Dollars in thousands
$ 1,441 $ 7,03( $ 4,65¢€ $ 84:
(300) (1,426 (2,666€) (56E)
164 83 3 5
417 8,257 3,02¢ 2,69:¢
$ 1,72C $ 13,94( $ 5,01¢ $ 2,97¢
Manufactured
Mortgage
Housing Consumel Warehouse Unallocatec Total
(Dollars in thousands
$ 18 $ 61 $ 92¢ $ 54 $15,03:
0 (37) 0 0 (4,999
0 27 0 0 282
88C 29¢€ (85€) (54) 14,65
$ 89¢ $  34¢ $ 70 $ 0 $24,97:
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES — (continued)

The changes in the allowance for loan losses fthilee and nine months ended September 30, 20bhbyegment based on impairment

method:

Three Months Ended September 30, 201

Beginning Balance, July 1, 20:
Chargeoffs

Recoveries

Provision for loan losse

Ending Balance, September 30, 2(

Three Months Ended September 30, 201
(continued)

Beginning Balance, July 1, 20
Chargeoffs

Recoveries

Provision for loan losse

Ending Balance, September 30, 2(

Nine Months Ended September 30, 201

Beginning Balance, January 1, 2C
Chargeoffs

Recoveries

Provision for loan losse

Ending Balance, September 30, 2(

Nine Months Ended September 30, 2011 (continue

Beginning Balance, January 1, 2C
Chargeoffs

Recoveries

Provision for loan losse

Ending Balance, September 30, 2(
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Commercial Residentia
Commercial
and Real
Industrial Real Estate Construction Estate
(Dollars in thousands
$ 1,94 $ 7171 $ 247¢ $ 1,60
(717) (182) 0 4
9 72 0 0
35¢ (264) 1,191 (43€)
$ 1,59¢ $ 6,80: $ 3,67( $ 1,16i
Manufactured
Mortgage
Housing Consumel Warehouse Unallocatec Total
(Dollars in thousands
$ 39 $ 20 $ 58¢ $ 90 $13,94¢
0 Q) 0 0 (909
0 2 0 0 83
(39) 35 36 18 90C
$ 0 $ 56 $ 62 $ 10¢€ $14,02¢
Commercial Residentia
Commercial
and Real
Industrial Real Estate Construction Estate
(Dollars in thousands
$ 1,662 $ 9,152 $ 2,12i $ 1,11¢
(2,17¢) (4,389 (1,06 (109)
15 78 2 0]
2,097 1,962 2,61( 16C
$ 1,59¢ $ 6,80: $ 3,67( $ 1,165
Manufactured
Mortgage
Housing Consumel Warehouse Unallocatec Total
(Dollars in thousands
$ 0 $ 11 $ 46t $ 59¢ $15,12¢
0 7) 0 0 (7,757)
0 3 0 0 98
0 49 16C (488) 6,55(
$ 0 $ 56 $ 62t $ 10€ $14,02¢




Table of Contents

CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES — (continued)

The following tables summarize the loans and allovesfor loan losses by loan segment based on thaiiment method at September 30,
2012:

. Commercial
Commercial
and Residential
September 30, 201 Industrial Real Estate Construction Real Estate
(Dollars in thousands
Loans:
Individually evaluated for impairme! $  4,55¢ $ 37,25( $ 13,16¢ $  4,54(
Collectively evaluated for impairme 79,44¢ 543,77 11,05¢ 100,75:
Loans acquired with credit deteriorati 5,774 70,91! 18,90¢ 15,81¢
Total $ 89,78( $651,93 $ 43,12¢ $ 121,11
Allowance for loan losses
Individually evaluated for impairme! $ 34¢ $ 2,787 $ 245( % 25C
Collectively evaluated for impairme 877 5,37¢ 262 87¢
Loans acquired with credit deteriorati 49¢€ 5,77: 2,30 1,84¢
Total $ 1,722 $ 13,93¢ $ 501¢ $ 297
Manufactured
Mortgage
September 30, 2012 (continuec Housing Consumer Warehouse Total
(Dollars in thousands
Loans:
Individually evaluated for impairme| $ 0 $ 27: $ 0 $ 5979
Collectively evaluated for impairme 150,87¢ 11,35¢ 9,321 906,58
Loans acquired with credit deteriorati 13,11 2,12t 0 126,65(
Market discounts/premiums/valuation adjustme 0 0 0 (5,92])
Total $ 163,98 $ 13,75¢ $ 9,321 $1,087,09
Allowance for loan losses:
Individually evaluated for impairme! $ 0 $ 3 $ 0 $ 5,83¢
Collectively evaluated for impairme 757 93 7C 8,31¢
Loans acquired with credit deteriorati 141 253 0 10,81¢
Total $ 89¢ $ 34¢ $ 7C $ 24,97
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES — (continued)
The following table summarizes the loans and allovesfor loan losses by loan segment based on thaiiment method at December 31,

2011:

Commercial

Commercial Residential
and Real
December 31, 201 Industrial Real Estate Construction Estate
(Dollars in thousands
Loans:
Individually evaluated for impairme! $ 7,77F $ 32,62¢ $ 16,14 $ 1,217
Collectively evaluated for impairme 59,74¢ 287,83¢ 11,86: 52,85¢
Loans acquired with credit deteriorati 15,017 86,53¢ 30,59( 23,35:
Total $ 82,531 $407,00: $ 58,59¢ $ 77,42(
Allowance for loan losses
Individually evaluated for impairme! $ 42€ $ 2,047 $ 2,98¢ $ 19t
Collectively evaluated for impairme 911 4,06: 20¢ 554
Loans acquired with credit deteriorati 104 92( 1,461 94
Total $ 1,441 $ 7,03( $  4,65¢€ $  84<
Manufactured
Mortgage
December 31, 2011 (continuec Housing Consumel Warehouse Unallocatec Total
(Dollars in thousands
Loans:
Individually evaluated for impairme! $ 0 $ 22 $ 0 $ 0 $ 57,77
Collectively evaluated for impairme 102,87t 6,21 619,31! 0 1,140,711
Loans acquired with credit deteriorati 10,59: 338 0 0 166,42(
Market discounts/premiums/valuation adjustme (23,519 (23,519)
Total $ 113,46 $ 6,56¢ $619,3 1 $(23,519  $1,341,39
Allowance for loan losses:
Individually evaluated for impairme| $ 0o $ 22 % 0 3 0 $ 5,67¢
Collectively evaluated for impairme 1 39 92¢ 54 6,76(
Loans acquired with credit deteriorati 17 0 0 0 2,59¢
Total $ 18 $ 61 $  92¢ $ 54 $ 15,03:

The non-covered manufactured housing portfolio piaghased in August 2010. A portion of the purchasse may be used to reimburse the
Bank under the specified terms in the Purchaseekgeat for defaults of the underlying borrower atfteo specified items. Each quarter,
these funds are evaluated to determine if they evbalsufficient to absorb probable losses withenrttanufactured housing portfolio. At
September 30, 2012, funds available for reimbursgnifenecessary, were $4.1 million; and the Bapduais determined that these funds were
sufficient to absorb probable losses.

On July 24, 2012, the Bancorp paid $63,246 to aequanufactured housing loans from Vanderbilt Magig and Finance Inc. at par. These
loans were originated by Tammac Holding Corporaffdammac”), and will be serviced by Tammac on Bancorps behalf. Approximatel
85% of the loans are chattel, with the other 15pte®genting real estate. The loans carry an 11.3%arorate, where Tammac earns a 2.0%
servicing fee and also retains the rights to a 20%trip in relation to this pool of loans. Thédlftecourse for losses on these loans resides
with Tammac.
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES — (continued)

The changes in the accretable yield for prior laequisitions for the three and nine months endgdeB®er 30, 2012 and 2011 were as

follows:

For the Three Months Ended September 3(

Balance, beginning of peric

Additions resulting from acquisitic

Accretion to interest incorr

Reclassification from nonaccretable difference disgosals, ne

Balance, end of peric

For the Nine Months Ended September 3(

Balance, beginning of peric

Additions resulting from acquisitic

Accretion to interest incorr

Reclassification from nonaccretable difference disgosals, ne

Balance, end of peric

FDIC Loss Sharing Receivak

2012 2011
(Dollars in thousands
$43,23( $ 5,717

0 644
(7,389 (51F
(147 0
$35,69¢ $ 5,84¢
2012 2011
(Dollars in thousands
$45,35¢ $7,17¢
0 644
(9,447 (1,54¢
(216 (429
$35,69¢ $ 5,84¢

Prospective losses incurred on covered loans miblelfor partial reimbursement by the FDIC. Sulpsent decreases in the amount expected
to be collected result in a provision for loan Essan increase in the allowance for loan lossebsagroportional adjustment to the FDIC loss

sharing receivable for the estimated amount teebebursed. Subsequent increases in the amounttexipecbe collected result in the reve

of any previously recorded provision for loan Iesaed related allowance for loan losses and adgrgsrio the FDIC loss sharing receivable,

or accretion of certain fair value amounts inte@rast income in future periods if no provision lfmain losses had been recorded.

The following table summarizes the activity relatedhe FDIC loss sharing receivable for the traré nine months ended September 30,

2012 and 2011:

Three Months Ended September 3(C

Balance, beginning of peric
Change in FDIC loss sharing receiva
Reimbursement from the FDI

Balance, end of peric

Nine Months Ended September 3C

Balance, beginning of peric
Change in FDIC loss sharing receiva
Reimbursement from the FDI

Balance, end of peric
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2012 2011
(Dollars in thousands

$12,37¢  $12,63
3,79¢ 0
(3,866) (774
$12,30¢  $11,86(

2012 2011
(Dollars in thousands

$13,077  $16,70:
4,531 1,70¢
(5,309) (6,55)
$12,30¢  $11,86(
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NOTE 7 - GOODWILL
Berkshire Bancorp Acquisition: Measurement Periajuatments

On September 17, 2011, the Bancorp completed disisiion of Berkshire Bancorp, Inc. The acquisitwas accounted for using the
acquisition method of accounting, and accordingsets acquired, liabilities assumed, and congideraansferred were recorded at
estimated fair value on the acquisition date. Sgbset to the September 17, 2011 acquisition daBed{shire Bank, we received new
information about the facts and circumstances smding other real estate owned (OREO) propertiesaaspecific customer’s loans acquired
from Berkshire Bank. The acquisition method of asttog for business combinations under FASB AccimgnGtandards Codification
(“ASC") 805, Business Combinatiorfformerly FASB Statements No. 141(R)) requiresausde significant estimates and assumptions,
including fair value estimates, as of the busireesebination date and to refine those estimategasssary during the measurement period.
During the third quarter of 2012, we adjusted aquasition date information by recognizing increat® goodwill and deferred tax assets of
$1.1 million and $1.6 million, respectively, offdet decreases to Other Real Estate Owned of $1lidmiand Loans receivable not covered
by loss sharing agreements with the FDIC of $1.Miani The adjustment to deferred tax assets iredud $0.6 million write off of acquired
NOL that would expire before being used. These mreasen-period adjustments have been retrospectively eppb comparative financial
information for prior periods.

The following table presents goodwill, as origigadistimated at September 17, 2011, and measurgragat! adjustments to the fair values
certain assets acquired as information about tauiscircumstances that existed as of the acquigitide became available as permitted by
ASC 350.

Goodwill Resulting from the Berkshire Acquisition
(Dollars in thousands)

Goodwill resulting from the Berkshire acquisitias originally estimated at

September 17, 201 $ 2,46¢
Subsequent adjustmen

Loans receivabl 1,37:

Premises and equipme (42

Other real estate ownt 1,40¢

Deferred income taxe 1,571

Final goodwill resulting from the Berkshire acqtitsn $ 3,62¢

The goodwill acquired in the Berkshire acquisitismot deductible for income tax purposes.

NOTE 8 — SHAREHOLDERS’ EQUITY

During the third quarter of 2012, the Bancorp sgltl1 1,819 shares of common stock in private ofégximhe proceeds, net of offering costs,
were $94.8 million.

On May 8, 2012, the Bancorp announced that, dmestdet conditions, it had postponed its initial feibffering of voting common stock.
Costs related to this postponed offering in the amhof $1.4 million have been expensed.

On September 30, 2011, the Bancorp sold 419,00@sleh common stock and 565,848 shares of ClassrB\oting Common Stock at
$13.20 per share with total proceeds of $13.0 omilli

During the first quarter of 2011, the Bank soldrslsaof its common stock and Class B Néoting Common Stock to certain investors. Giv
effect to the Reorganization, the Bancorp (as ssmreto the Bank) issued, in connection with trassaction, 668,527 shares of common
stock and 363,140 shares of Class B Non-Voting Com8tock at $12.00 per share and 210,916 shaswhon stock and 146,310 shares
of Class B Non-Voting Common Stock to the Bancoipiestors at $10.50 per share. The proceedsfméfening costs, were $15.5 million.

30



Table of Contents

CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 9 — STOCK BASED COMPENSATION
Restricted Stock Uni

Due to the Bancorp’s significant growth and evaotas a bank since 2009, which included raisingertivein $100.0 million in equity,
increasing assets to over $2.0 billion and sigaifity increasing our equity base, in February 2812 Compensation Committee
recommended and the board of directors approvedtdated stock reward program that provided ferghant of restricted stock units to
certain directors and senior executives of CusterBancorp and Customers Bank. Pursuant to the aamggestricted stock units for 185,189
shares of Voting Common Stock and 211,640 shar&asfs B Norivoting Common Stock were granted on February 1623fursuant to tt
2004 Plan. Of this amount, certain officers receivestricted stock units for 169,313 shares of MptCommon Stock and 211,640 shares of
Class B Non-Voting Common Stock in the aggregateram-employee directors received 15,876 shar¥®tiig Common Stock in the
aggregate. One requirement for vesting is thatahipient of the restricted stock units remaingmployee or director through December 31,
2016. The restricted stock units held by an emmayredirector are forfeited if he or she ceasdsetan employee or director prior to that
date. The second vesting requirement for each a¢lsatti must be met to vest) is that the Bancorpsng Common Stock trades at a price
greater than $18.90 per share (adjusted for amk Solits or stock dividends) for at least 5 consiee trading days during the five year pel
ending December 31, 2016. If the restricted stattswest, the recipient will receive shares of Bascorp’s common stock on December 31,
2016. However, upon a change in control resultmgny one shareholder owning more than 24.9% obthstanding stock of Customers
Bancorp prior to December 31, 2016, all restrictetk units held by employees and directors auticalbt vest, and shares of our common
stock will be issued at that time.

In addition, in February 2012, there was an agdeegavard of 57,031 restricted stock units to officend employees of the Bank which ve
years from the date of issuance or upon a changenimol.

Participants under the Bonus Recognition and Rieteftrogram (“BRRP”) were eligible to make elecBamder the BRRP with respect to
their bonuses for 2011, which were payable in ifs¢ quarter of 2012. As a result, in February 2Cdi2aggregate of 63,326 restricted stock
units were allocated to the annual deferral account

A participant becomes 100% vested in an Annual Baffé.ccount on the fifth anniversary date of thaial funding of the account, provided
he or she remains continuously employed by the 8gnitom the date of funding to the anniversaryedafesting is accelerated in the event
of involuntary termination other than for causdireenent at or after age 65, death, terminatiomarount of disability, or a change in control
of the Company.

The table below presents the status of the restristock/units at September 30, 2012 and changexydt012.

Weighte«
Restricted average

Stock Unit: Price
Outstanding at January 1, 2012 35,28¢ $ 12.0(
Grantec 517,18t 12.6(
Vested 0 0.0C
Cancelec (469 12.6(
Outstanding at September 30, 2( 552,01. $ 12.5¢

Unrecognized compensation expense related to thested restricted stock units was $5.8 millionegpt8mber 30, 2012 and is expected t
recognized through December 31, 2016.

Stock Option Plans

During 2010, the shareholders of Customers Bankaaeg the 2010 Stock Option Plan (“2010 Plan”) wahicas subsequently amended to
reflect the September 17, 2011 Plan of Merger amarganization approved by the shareholders of Gueste Bank and during 2012, the
shareholders of the Bancorp approved and ratifieddmendment and Restatement of the Amended artdtBé2004 Incentive Equity and
Deferred Compensation Plan (“2004 Plan”). The psepaf these plans is to promote the success arahealthe value of the Bancorp by
linking the personal interests of the members efBbard of Directors and Customers Bank’s employef#fisers, and executives to those of
the Bancorp’s shareholders, providing such indigldwith an incentive for outstanding performancterider to generate superior returns to
shareholders of the Bancorp. The 2010 and 2004 Rlanintended to
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NOTE 9 — STOCK BASED COMPENSATION — (continued)

provide flexibility to the Bancorp in its abilitptmotivate, attract and retain the services of nebf the Board of Directors, employees,
officers and executives of Customers Bank. Stodloop granted normally vest on the third or fifttmaversary of the grant date if the fully
diluted tangible book value increased by 50% fer2B10 Plan and three years for the 2004 Plarifulty diluted tangible book value has
increased by 50%.

The 2010 and 2004 Plans are administered by thep€osation Committee of the Board of Directors. Z820 Plan provides exclusively for
the grant of stock options, some or all of whichyrba structured to qualify as Incentive Stock Omicto employees, officers, executives and
directors. The maximum number of shares of commacksand Class B Non-Voting common stock which rhayssued under the 2010 Plan
is the lesser of (a) 15% of the number of sharemonfmon stock and Class B Non-Voting common stesked in consideration of cash or
other property after December 31, 2009, or (b) 3,334 shares. The 2004 Plan provides for the gramptions, some or all of which may be
structured to qualify as Incentive Stock Optiongréinted to employees, stock appreciation rigf8B8\RS"), restricted stock and unrestricted
stock to employees, officers, executives and mesbkthe Board of Directors. The maximum numbestadres of common stock and Clas
Non-Voting common stock which may be issued unde2®@4 Plan is 2,500,000 shares.

During the nine months ended September 30, 20&@B#mcorp granted to employees options to purcBagH8 shares of common stock at a
weighted-average exercise price of $12.60 per shduee stock options vest on the fifth anniversdtgrahe date of grant if the fully diluted
tangible book value has increased by 50%.

During the nine months ended September 30, 20&Bdamcorp estimated the fair value of each optiamigon the date of grant using the
Black-Scholes option pricing model with the follawgi weighted-average assumptions:

September 30, 201

Risk-free interest rates 0.87%
Expected dividend yiel 0.0(%
Expected volatility 20.00%
Expected lives (year: 7
Weightec-average fair value of options gran $ 2.94

The following summarizes stock option activity unttee Bancorp’s stock option plans at SeptembeG02:

Weighted-
average
Weightecd- remaining
contractual Aggregate
average
Number exercise term intrinsic
of shares price in years value
(Dollars in thousands, except Weigt-average exercise pric
Outstanding, January 1, 20 1,127,65: $ 11.0C
Issued 31,66¢ 12.6(
Adjustments (1 67,09:
Forfeited (7,000 12.3¢
Outstanding, September 30, 2( 1,219,41; $ 11.1¢ 5.0 $ 3,28
Options exercisable at September 30, Z 6,27 $ 31.7¢ 322 @ 0

(1) The adjustment above represents error correstibe cancellation of the directors’ options #ralconversion of the voting stock
options to no-voting stock options
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NOTE 9 — STOCK BASED COMPENSATION — (continued)

Unrecognized compensation expense related to thested stock options was $2.3 million at Septer8Be2012 and is expected to be
recognized through February 28, 2017.

The September 17, 2011 and the September 30, Zibhe awards to Mr. Sidhu totaling 160,884 shavrese cancelled on March 6, 2012,
and new options to purchase the same number cdsbéiClass B Non-Voting common stock upon the sgmas (including the same
exercise price and expiration date) were issued.CHmcellation and grant were done to correct adviertent mistake of originally awarding
these as options to purchase shares of voting constogk. There was no impact to the total numbestatk option shares from this
adjustment.

The aggregate intrinsic value in the table abopeagents the total pre-tax intrinsic value (théedénce between the Bancorp’s latest sale
price of $14.00 and the exercise price) multipligdhe number of in-the-money options.

NOTE 10 — REGULATORY MATTERS

The Bank and the Bancorp are subject to variouslasgyy capital requirements administered by thieefal banking agencies. Failure to meet
the minimum capital requirements can initiate dartaandatory and possibly additional discretionacgions by regulators that, if undertak
could have a direct material effect on the Banegwnsolidated financial statements. At Septembe2@12, the Bank and the Bancorp met
all capital adequacy requirements to which theysatgect.

The Bancorp’s and the Bank’s capital amounts atidsat September 30, 2012 and December 31, 2@lgrasented below:

To Be Well Capitalized

Under
Prompt Corrective
For Capital Adequacy Action
Actual Purposes Provisions
(Dollars in thousands Amount Ratio Amount Ratio Amount Ratio
As of September 30, 2012:
Total capital (to risk weighted assets
Customers Bancorp, Inc. $280,39: 13.4€% = $166,700 = 8.(% = N/A N/A
Customers Bank $235,56. 11.286 = $167,000 = 8.(% = $208,75¢ = 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, Inc. $254,54( 12.21% = $ 83,35« = 4.(% = N/A N/A
Customers Bank $209,70¢ 10.0%% = $ 83,50: = 4.(% = $12525: = 6.C%
Tier 1 capital (to average assets)
Customers Bancorp, Inc. $254,54( 1029 = $ 98,93 = 4.(% = N/A N/A
Customers Bank $209,70¢ 8.4¢% = $ 98,91( = 4.0% = $123,63 = 5.C%
As of December 31, 2011
Total capital (to risk weighted assets
Customers Bancorp, Inc. $157,70. 11.139% = $113,34¢ = 8.(% = N/A N/A
Customers Bank $152,75! 10.78% > $113,34t = 8.(% = $141,68. = 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, Inc. $141,86¢ 10.0% = $ 56,67¢ = 4.(% = N/A N/A
Customers Bank $136,87( 9.66€% = $ 56,67 = 4.C% = $ 85,01( = 6.C%
Tier 1 capital (to average assets
Customers Bancorp, Inc. $141,86¢ 7.3 = $ 76,98 > 4.(% > N/A N/A
Customers Bank $136,87( 7.11% > $ 76,98 = 4.C% = $ 96,23. = 5.C%
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 11 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

The Bancorp uses fair value measurements to réardalue adjustments to certain assets and tadis the fair value of its financial
instruments. FASB ASC 825jnancial Instruments requires disclosure of the estimated fair valiig@roentity’s assets and liabilities
considered to be financial instruments. For thed®gm, as for most financial institutions, the méajoof its assets and liabilities are conside
to be financial instruments. However, many of sinsruments lack an available trading market asadtarized by a willing buyer and
willing seller engaging in an exchange transacti&r. fair value disclosure purposes, the Bancaijzed certain fair value measurement
criteria under the FASB ASC 82Bair Value Measurementas explained below.

During the third quarter of 2012, the Bancorp edddhe fair value option for warehouse lendinggeations documented under a Master
Repurchase Agreement originated after July 1, 201t election was made because fair value mongraigdy represents the short term
nature of the transaction and the inherent créskit At September 30, 2012, the Bancorp had $1libmiof mortgage warehouse loans cari
at fair value.

Mortgage warehouse loans are carried at the antdwatsh initially advanced, plus accrued interest #zes, as specified in the respective
agreements. The loan is used by the mortgage congsashort-term bridge financing between the fugdihmortgage loans and the sale of
the loans to an investor. Related interest incorag ngported asiterest income: Loans receivable, taxable, inahgdieeor the third quarter

of 2012. Interest income is measured using a LIRDBrime rate-based variable rate, plus a spregtd¢ipresents 1) our assessment of the
counterparty risk, and 2) the specific product thpang funded. We do not expect any changes invéire to be recognized since at inception
of the transaction the underlying loans have alrdmen sold to an approved investor, and the isteate is variable. There was no difference
between the aggregate fair value and the aggregai@d principal balance of the mortgage warehdnesas for which the fair value option
has been elected as of July 1, 2012, and no gaiosses from changes in fair value were recordéddome at September 30, 2012. No Ic
were past due at September 30, 2012.

Cash and cash equivalents
The carrying amounts reported in the balance gbeetsh and short-term instruments approximatsdlassets’ fair values.

Investment Securities:

The fair value of investment securities availalolesfale and held to maturity are determined byinistg quoted market prices on nationally
recognized securities exchanges (Level 1), matioing (Level 2), which is a mathematical technigised widely in the industry to value
debt securities without relying exclusively on qeobimarket prices for the specific securities bttteaby relying on the securitieglationshi
to other benchmark quoted prices, or externallyetigyed models that use unobservable inputs dumitedl or no market activity of the
instrument (Level 3).

The carrying amount of restricted stock approxirmdiéér value, and considers the limited marketgbdf such securities.

Interest-Only Strips :

To obtain fair values, quoted market prices arelufsavailable. Quotes are generally not availdbtenterests that continue to be held by the
transferor, so the Bancorp generally estimates/idire based on the future expected cash flowsattd using management’s best estimates
of the key assumptions — credit losses and disc@tes commensurate with the risks involved.

Loans receivable held for sale:

The fair value of loans receivable held for salkased on commitments on hand from investors withérnsecondary market for loans with
similar characteristics.

Loans receivable:

The fair values of loans are estimated using distmlicash flow analyses, using market rates atdlance sheet date that reflect the credit
and interest rate-risk inherent in the loans. Rtej# future cash flows are calculated based upotraciual maturity or call dates, projected

repayments and prepayments of principal. Generaltyariable rate loans that reprice frequentlg anth no significant change in credit rit

fair values are based on carrying values.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 11 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS — (continued)

Impaired loans:

Impaired loans are those that are accounted foerdrASB ASC 450Contingencies in which the Bancorp has measured impairment
generally based on the fair value of the loan’$atetal. Fair value is generally determined bagmshundependent third-party appraisals of
the properties, or discounted cash flows based tippexpected proceeds. These assets are incladexal 3 fair values, based upon the
lowest level of input that is significant to therfaalue measurements.

FDIC loss sharing receivable

The FDIC loss sharing receivable is measured sepafaom the related covered assets, as it isootractually embedded in the assets a
not transferable with the assets should the absetsld. Fair value is estimated using projecteth @ws related to the loss sharing
agreements based on the expected reimbursememdsdes using the applicable loss share percentagkthe estimated true-up
payment. These cash flows are discounted to refiectstimated timing of the receipt of the losarelreimbursement from the FDIC.

Bank-owned life insurance:
The carrying value of bank-owned life insurancerespnts the cash surrender value of the policidspproximates fair value.

Other Real Estate Owned:

The fair value of OREO is determined using apptsjsghich may be discounted based on managemewisw and changes in market
conditions (Level 3 Inputs). All appraisals mustgezformed in accordance with the Uniform Standafd@rofessional appraisal Practice
(“USPAP"). Appraisals are certified to the Bancamx performed by appraisers on the Bancorp’s agpréist of appraisers. Evaluations are
completed by a person independent of managemeatcdifitent of the appraisal depends on the complekihe property. Appraisals are
completed on a “retail value” and an “as is value”.

Accrued interest receivable and payable
The carrying amount of accrued interest receivahkaccrued interest payable approximates itvédire.

Deposit liabilities :

The fair values disclosed for deposits (e.g., #geand noninterest checking, passbook savingshaneéy market accounts) are, by definition,
equal to the amount payable on demand at the iegatate (i.e., their carrying amounts). Fair valéer fixed-rate certificates of deposit are
estimated using a discounted cash flow calculatiahapplies interest rates currently being offenetthe market on certificates to a schedule
of aggregated expected monthly maturities on tiejgodits.

Federal funds purchased:
For those short-term instruments, the carrying axh@ua reasonable estimate of fair value.

Borrowings :

Borrowings consist of FHLB advances and securg@d under agreements to repurchase. The carrpiogiat of short-term FHLB
borrowings approximates its fair value. Fair valoékong-term FHLB advances are estimated usingadisted cash flow analysis, based on
quoted prices for new FHLB advances with similadit risk characteristics, terms and remaining migtur hese prices obtained from this
active market represent a market value that is ddemrepresent the transfer price if the liabiitgre assumed by a third party. Securities
sold under agreements to repurchase, which arsifidasas secured borrowings, generally matureiwitime to four days from the transaction
date. The fair value of securities sold under agesgs to repurchase is estimated by discountingriected future cash flows using current
market rates on similar securities.

Subordinated debt:

Fair values of subordinated debt are estimatedyudistounted cash flow analysis, based on markes urrently offered on such debt with
similar credit risk characteristics, terms and rigrimg maturity.
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NOTE 11 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS — (continued)

Off-balance sheet financial instruments:

Fair values for the Bancorp’s off-balance sheeriirial instruments (lending commitments and letéiredit) are based on fees currently
charged in the market to enter into similar agre®s)daking into account the remaining terms ofageeements and the counterparties’ credit
standing.

The following information should not be interpretesian estimate of the fair value of the entireddgm since a fair value calculation is only
provided for a limited portion of the Bancorp’s etss Due to a wide range of valuation techniqueisthe degree of subjectivity used in
making the estimates, comparisons between the Basatisclosures and those of other companies map& meaningful.

The estimated fair values of the Bancorp’s finanicistruments were as follows at September 30, 20t2December 31, 2011.

Fair Value Measurements at September 30, 20!

Quoted

Prices in

Active

Markets for Significant
Other Significant
Identical Observable Unobservable
Carrying Estimated Assets Inputs Inputs
Amount Fair Value (Level 1) (Level 2) (Level 3)
(Dollars in thousands

Assets:
Cash and cash equivalel $ 157,51 $ 157,51 $157,51( $ 0 $ 0
Investment securities, available for s 130,70! 130,70! 6 106,02 24,67
Loans held for sal 1,187,88! 1,187,88! 0 1,187,88! 0
Loans receivable, ni 1,062,12! 1,103,10! 0 0 1,103,10!
FDIC loss sharing receivakb 12,30¢ 12,30¢ 0 12,30¢ 0
Bank-owned life insuranc 40,30: 40,30: 0 40,30: 0
Restricted stoc 22,58 22,58 0 22,58: 0
Accrued interest receivab 4,98¢ 4,98¢ 4,98¢ 0 0
Liabilities:
Deposits $2,348,18. $2,381,19! $ 0 $2,381,19 $ 0
Other borrowing: 36,00( 36,43¢ 0 36,43¢ 0
Subordinated del 2,00( 2,00( 0 2,00( 0
Accrued interest payab 1,40z 1,402 1,40z 0 0
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NOTE 11 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS — (continued)

December 31, 201

Carrying
Amount Fair Value
(Dollars in thousands

Assets:
Cash and cash equivale $ 73,57( $ 73,57(
Investment securities, available for sale 79,137 79,137
Investment securities, held to matui 319,54° 330,80¢
Loans held for sal 174,99¢ 174,99¢
Loans receivable, ni 1,326,36: 1,338,48!
FDIC loss sharing receivah 13,071 13,071
Bank-owned life insuranc 29,26¢ 29,26¢
Restricted stoc 21,81¢ 21,81¢
Accrued interest receivab 5,011 5,011
Liabilities:
Deposits $1,583,18! $1,610,97
Federal funds purchas 5,00( 5,00(
Subordinated det 2,00c 2,00(
Borrowings 331,00t 332,84
Accrued interest payab 1,47¢ 1,47¢

(1) Includes an interest only strip security of $2,€

In accordance with FASB ASC 82Bair Value Measurements and Disclosuréke fair value of a financial instrument is thée that would
be received to sell an asset or paid to transfi@baity in an orderly transaction between margatticipants at the measurement date. Fair
value is best determined based upon quoted marikeispHowever, in many instances, there are ntéegumarket prices for the Bancorp’s
various financial instruments. In cases where gliotarket prices are not available, fair valuesbased on estimates using present value or
other valuation techniques. Those techniques grefisiantly affected by the assumptions used, idicig the discount rate and estimates of
future cash flows. Accordingly, the fair value estites may not be realized in an immediate settleofahe instrument.

The fair value guidance provides a consistent @&fimof fair value, focusing on an exit price in arderly transaction (that is, not a forced
liquidation or distressed sale) between markeig@pants at the measurement date under currentanadkditions. If there has been a
significant decrease in the volume and level ofvigtfor the asset or liability, a change in vaiioa technique or the use of multiple valuation
techniques may be appropriate. In such instanetsrrdining the price at which willing market paii@nts would transact at the measurer
date under current market conditions depends ofatfie and circumstances and requires the usgifisant judgment. The fair value is a
reasonable point within the range that is mostasgmtative of fair value under current market ctoowis.

Level 1 Unadjusted quoted prices in active markets thatecessible at the measurement date for identinedstricted assets or
liabilities.

Level 2 Quoted prices in markets that are not active, putisthat are observable either directly or indiyedor substantially the fu
term of the asset or liabilit

Level 3  Prices or valuation techniques that require inthes are both significant to the fair value meamant and unobservable
(i.e., supported with little or no market activit

An asset’s level within the fair value hierarchyp@sed on the lowest level of input that is sigiifit to the fair value measurement.
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NOTE 11 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS — (continued)

For financial assets measured at fair value ortarreg and nonrecurring basis, the fair value meaments by level within the fair value
hierarchy used at September 30, 2012 and Decemb@031 were as follows:

September 30, 201
Fair Value Measurements at the End of the Reporting

Period Using
Quoted
Prices in
Active
Markets for Significant Significant
Other Unobservable
Identical Observable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
(Dollars in thousands
Recurring fair value measurements
Available-for-sale debt securitie
Mortgage-backed securitie $ 0 $ 103,39¢ $ 0 $ 103,39
Asse-backed securitie 0 565 0 565
Corporate note 0 0 24,67 24,67
Municipal securitie: 0 2,06¢ 0 2,06¢
Equities 6 0 0 6
Mortgage warehouse loans held for ¢ 0 1,063,66 0 1,063,66!
Total recurring fair value measureme $ 6 $1,169,69. $ 24,67: $1,194,37.
Nonrecurring fair value measurements
Impaired loans, net of specific reserves of $5, $ 0 $ 0 $ 1162¢ $ 11,62¢
Other real estate own 0 0 4,25¢ 4,25¢
Total nonrecurring fair value measureme $ 0 $ 0 $ 1588° ¢ 15,88:
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NOTE 11 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS — (continued)

December 31, 201
Fair Value Measurements at the End of the Reporting

Period Using

Quoted

Prices in

Active Significant

Markets for Other Significant
Observable Unobservable

Identical

Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total

(Dollars in thousands
Recurring fair value measurements
Available-for-sale debt securitie

U.S. Treasury and government age $ 0 $ 1,001 $ 0 $ 1,001
Mortgage¢backed securities (: 0 53,39¢ 2,894 56,29:
Asse-backed securitie 0] 627 0 627
Corporate note 0 0 19,217 19,21°
Municipal securitie: 0 2,00( 0 2,00(
Total recurring fair value measureme $ 0 $ 57,02¢ $ 22,117 $79,13:
Nonrecurring fair value measurements
Impaired loans, net of specific reserves of $5, $ 0 $ 0 $ 1557¢ $15,57¢
Other real estate own:t 0 0 2,64¢ 2,64¢
Total nonrecurring fair value measureme $ 0 $ 0 $ 18,227 $18,22

(1) Includes an interest only strip security of $2,€

The changes in Level 3 assets measured at faie wailwa recurring basis for the three months enégteghber 30, 2012 are summarized as
follows:

Mortgage-
backed Corporate
Securities Notes Total
(Dollars in thousands

Balance at July 1, 201 $ 2,63: $24,20: $26,83¢
Total gains included in other comprehensive incdbedore taxes 0 46¢ 46¢
Amortization included in interest incon (29 0 (29
Settlement: (2,609) 0 (2,609
Balance at September 30, 2( $ 0 $24,67: $24,67.
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NOTE 11 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS — (continued)

The changes in Level 3 assets measured at faie wailwa recurring basis for the nine months endgteS®er 30, 2012 are summarized as
follows:

Mortgage-
backed Corporate
Securities Notes Total
(Dollars in thousands

Balance at January 1, 20 $ 2,89« $19,21; $22,11:
Total gains included in other comprehensive incdbedore taxes 0 45k 45k
Amortization included in interest incon (297) 0 (297
Settlement: (2,609 0 (2,609
Purchase 0 5,00( 5,00(
Balance at September 30, 2( $ 0 $24,67: $24,67.

The Bancorp’s policy is to recognize transfers leetwlevels when events or circumstances warramfges. For the nine months ended
September 30, 2012, there were no transfers anewetsl

The following table summarizes financial assets famhcial liabilities measured at fair value asSaefptember 30, 2012 for which the Banc
utilized Level 3 inputs to measure fair value:

Quantitative Information about Level 3 Fair Value Measurements (1

Fair Value Valuation Unobservable Range (Weighted
September 30, 201 Estimate Technique Input Average) (4)
(Dollars in thousands
Impaired loan: $11,62¢ Collateral appraisal ( Liguidation expenses ( -3% t0-8% (-5.5%
Other real estate ownt $ 4,25¢ Collateral appraisal ( Liguidation expenses ( -3% t0-8% (-5.5%

(1) Level 3 fair value measurements relating todhwoorate bonds are not included in this tablebse the measurements are obtained
from an independent third-party pricing source aaddjustments are made. While the Bancorp revieevsneasurements, it has not
developed the significant inputs used to measwsetisecurities. The inputs are not reasonablyablaito Customers Bancol

(2) Obtained from independent third-parties appdosepraisers. Appraisals are current and in comgdiavith credit policy. The Bancorp
does not discount appraise

(3) Fair value is adjusted for costs to s

(4) Presented as a percentage of the value determynepipaisal
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ITEM 2.  Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Cautionary Note Regarding Forward-Looking Statemment

This report and all attachments hereto as welklasravritten or oral communications made from titméime by Customers Bancorp may
contain certain forward-looking information withihe meaning of the Securities Act of 1933, as araéndnd the Securities Exchange Act of
1934, as amended. These statements relate to utergs or future predictions, including eventpr@dictions relating to future financial
performance, and are generally identifiable byube of forward-looking terminology such as “beligyéexpects,” “may,” “will,” “should,”
“plan,” “intend,” “anticipates,” “strategies” or éhnegative thereof or comparable terminology, odisgussion of strategy that involve risks
and uncertainties. These forward-looking statemargonly predictions and estimates regarding éuawments and circumstances and involve
known and unknown risks, uncertainties and othetiofa, including the risks described under “RisktBes” that may cause actual results,
levels of activity, performance or achievementbaanaterially different from any future resultsyéés of activity, performance or
achievements expressed or implied by such forwaolihg statements. This information is based oiouarassumptions that may not prove
to be correct. These forward-looking statementsabgect to significant uncertainties and contirges, many of which are beyond the
control of the Bancorp and the Bank. Although tkpeetations reflected in the forward-looking sta¢eis are currently believed to be
reasonable, future results, levels of activity f@@nance or achievements cannot be guaranteedrdiogly, there can be no assurance that
actual results will meet expectations or will netrbaterially lower than the results contemplatethis report and attachments hereto. You
cautioned not to place undue reliance on thesediahlooking statements, which speak only as ofiite of this report or, in the case of
documents referred to, the dates of those documidatther the Bancorp nor the Bank undertakes dtigation to release publicly or
otherwise provide any revisions to these forwankiog statements to reflect events or circumstaaétes the date of this report or to reflect
the occurrence of unanticipated events, exceptagsha required under applicable law.

The long-term goals stated below should not berdeghas an indication that Customers Bancorp censit] or now considers, them to be
necessarily predictive of actual future results tese goals should not be relied upon as sudseloals were based necessarily on the
information prepared by Customers Bancorp usingreéety of assumptions and estimates including, evithimitation, those relating to the
rate of organic growth by the Bank, interest raitediistry performance, general business, econaweilatory, market and financial
conditions and other future events, as well asratiagters specific to Customers Bancorp’s businBiss.assumptions and estimates
underlying these goals may not be realized anihéierently subject to significant business, ecomoanid competitive uncertainties, risks and
contingencies, all of which are difficult to pretland many of which are beyond Customers Bancaqrirol. The assumptions and estimates
used to create these goals are subjective in nempects and involve judgments made with respeamong other things, market size and
growth rates, market share, future pricing andr@gterates, levels of operating expenses, and pilidipaf success, all of which are difficult
predict. These goals constitute forward-lookinginiation, and there can be no assurance that shieng@sions and estimates used to prepare
these goals will prove to be accurate, and actsallts may materially differ. These and other fadsaoking statements are expressly
qualified in their entirety by the risks and unegtties described above, the risks described utiRlek Factors,"and the risk factors contain

in the 2011

Form 10-K.

Managemens discussion and analysis represents an overvigledfnancial condition and results of operatias] highlights the significa
changes in the financial condition and resultspsrations, as presented in the accompanying caiagedl financial statements for Customers
Bancorp, a financial holding company, and its whollvned subsidiaries, including Customers BanksTifiormation is intended to facilitate
your understanding and assessment of significaarigis and trends related to Customers Ba'’s financial condition and results of
operations as of and for the three and nine maended September 30, 2012. All quarterly and ninatmimformation in this Management'’s
Discussion and Analysis is unaudited. You shouddiriis section in conjunction with “Managementisdission and Analysis of Financial
Condition and Results of Operation” for the yeadehDecember 31, 2011 included in Customers Barixfilipg on Form 10K for the fisca
year ended December 31, 202011 Form 10-K").

Any interim financial information for periods prite September 17, 2011 contained herein refleetsahthe Bank as the predecessor enti
Customers Bancorp.
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Critical Accounting Policies

Customers Bancorp has adopted various accountii@gsothat govern the application of accountinggiples generally accepted in the
United States of America (US GAAP) and that arestsirnt with general practices within the bankimduistry in the preparation of its
financial statements. The Bancorp’s significantoarting policies are described in “Note 1 — DESCRIPN OF THE BUSINESS AND
BASIS OF PRESENTATION?” to its audited financial t&tments for the year ended December 31, 2011 iadlidCustomers Bancogp201:
Form 10-K.

Certain accounting policies involve significant gmdents and assumptions by Customers Bancorp thatdhmaterial impact on the carrying
value of certain assets and liabilities. CustonBanscorp considers these accounting policies taitieat accounting policies. The judgment
and assumptions used are based on historical exggeraind other factors, which are believed to &somable under the

circumstances. Because of the nature of the judgmeemd assumptions management makes, actual resultsdiffer from these judgments
and estimates, which could have a material impac¢he carrying values of its assets and liabilitied its results of operations. Actual results
could differ from these estimates. There have Immematerial changes in Customers Bancorp’s criicabunting policies, judgments and
estimates, including assumptions or estimationrtiegles utilized, as compared to those disclosé&listomers Bancorp’s 2011 Form 10-K,
except as listed below in the following sectionitbed “ Accounting Changes”.

Accounting Changes
Berkshire Bank Acquisition: Measurement Period Atipents

Subsequent to the September 17, 2011 acquisitienod@erkshire Bank, we received new informatibow the facts and circumstances
surrounding other real estate owned (OREO) pragsedtnd a specific customer’s loans acquired frorkdbére Bank. The acquisition method
of accounting for business combinations under FA8Bounting Standards Codification (“ASC”) 8@ siness Combinatior{formerly

FASB Statements No. 141(R)) requires us to useafgignt estimates and assumptions, including falue estimates, as of the business
combination date and to refine those estimategasssary during the measurement period. Durinthtreequarter of 2012, we adjusted our
acquisition date information by recognizing incesmto goodwill and deferred tax assets of $1.ligniland $1.6 million, respectively, offset
by decreases to Other Real Estate Owned of $1l®miand Loans receivable not covered by lossispargreements with the FDIC of $1.4
million. The adjustment to deferred tax assetsuidet a $0.6 million write off of acquired NOL thabuld expire before being used. We
recognized these measurement period adjustmentspettively to comparative information in our fircéal statements.

The Fair Value Option

During the third quarter of 2012, we elected thevalue option for warehouse lending transactidosumented under a Master Repurchase
Agreement originated after July 1, 2012 in ordemture accurately represent the short term natutieeofransaction and its inherent credit
risk. This adoption is in accordance with the paetars established by ASC 825-10-Ethancial Instruments-Overall-Recognition: The Fair
Value Option(formerly FASB Statement No. 159As a result of this election, the new warehousdilentransactions were classified as
“Loans held for sale” on the balance sheet. Ther@st income from the warehouse lending transagtia@as classified as “Interest Income —
Loans receivable, taxable, including fees” for tiied quarter of 2012. As Loans Receivable, theaause lending transactions were
accounted for on an amortized cost basis lesslanaice for loan loss. An allowance for loan logsaot recorded for the warehouse
lending transactions when measured at fair valueesiinder ASC 825, the exit price (the repurchase)pfor warehouse lending transactions
considers the effect of expected credit losses.

Change in Accounting Estimates

Estimates of cash flows from purchased credit-imgua{“PCI") loans were revised during the third gaaof 2012 due to conversion to a
more sophisticated and precise loan valuation sydite accordance with the guidance in ASC 310R3&;eivables—Loans and Debt
Securities Acquired with Deteriorated Credit Qualiformerly SOP 03-3, interest income is based on an acquired barpected cash flow
Acquired loans are generally assessed to be witkiscope of ASC 310-30 if: (1) the asset showdesnde of having deteriorated in credit
quality since it was originated, and (2) it is pabke that the acquirer will be unable to collett al
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contractually required payments receivable. Compiexlels are needed to calculate loan-level ana/ok lpvel expected cash flows in
accordance with ASC 310-30. The loan data anafysigided by the new software is a more precise tfiation of future cash flows than
the analysis that was previously calculated magu@lbnversion to the new system was completed jptie®eber 2012, and as a result,
estimates of cash flows from PCI loans were revi¥éden converting to the new software system, weewequired to calculate the estima
cash flows from the various acquisition dates efBCI loans through the date the software was imgfeed as it was impracticable to
perform these calculations on a monthly or quartealsis. These changes in estimates are accowntpdobpectively as a change in
accounting estimate. In the third quarter of 2Gighroximately $4.4 million was recognized in othen-interest income related to this
change.

Also during the third quarter of 2012, we perfornagdinitial re-estimation of the cash flows for 8€l loans. The re-estimation process
updates the existing loan data for current loanragsions. As a result of the initial re-estimatamincrease of $4.5 million was recorded to
interest income. As required by ASC 310-30, theréed loan balance included accrued interest rabdv Due to the higher loan balance,
we evaluated the adequacy of the allowance for losses and determined that an additional provifioipan losses of $5.7 million was
appropriate. In the future, we will re-estimate tiash flows on the PCI loans on a quarterly basid,adjustments, if any, are not expected to
have a material impact on future earnings.

As a result of the changes in estimates, net indagreased by $911,000, net of tax, and basic dated earnings increased by $.08 per
share.

Recent Transactions and Events
Acacia Federal Savings Bank Acquisition

On June 21, 2012, the Bancorp announced the enitnaidefinitive agreement to acquire Acacia Fddeaaings Bank (Acacia) located in
Falls Church, Virginia from two subsidiaries of Aritas Mutual Holding Company (Ameritas). Acaciaves the metro Washington, D.C.
market. Pursuant to the terms of the agreemenBaineorp will acquire 100% of the stock of Acaagiami Ameritas Mutual Holding Compa
for a total purchase price of $65.0 million to teédpin Voting Common Stock (resulting in a 9.9%irgtownership interest in the Bancorp),
Class B Non-Voting Common Stock (resulting in ud89% total common ownership interest (voting aad-voting, taking into account
outstanding securities convertible into commonlstat the Bancorp), and Perpetual Non-Cumulativefé&red Stock, Series C (with an
aggregate liquidation value of $65.0 million mirthe value of the Common Stock and Class B Non-\goBommon Stock to be issued in the
acquisition). The Bancorp expects to issue itsnpommon Stock and Class B N@nting Common Stock at 115% of GAAP book valu
the time of closing.

The Bancorp will not be acquiring any non-perforgiioans, other real estate owned or other assatté theems to possess higher risk. In
addition, the Bancorp will not be responsible foy aeverance obligations, charges associated gtearly termination of the O.S.I.
technology contract or lease termination charge&aactia’s corporate headquarters beyond one yéar closing is expected to take place
during the fourth quarter of 2012.

The consummation of the Acacia Transaction is ogetit upon a number of conditions including, butlimited to, receipt of various
regulatory approvals.

CMS Bancorp Acquisition

On August 10, 2012, Customers Bancorp, Inc. anreditite entry into a definitive agreement to acquiaemerger CMS Bancorp (CMS
Bancorp) located in White Plains, New York andmdiely CMS Bank. CMS Bank, with five branches, ssrWestchester County, New
York, and the surrounding areas.

The total transaction value is approximately $28ilion, and the agreement provides for CMS Banaigekholders to receive shares of
Customers Bancorp voting common stock based up@xeimange ratio to be determined as the quotiefi} ife CMS Valuation, divided by
(i) the Customers Valuation, with fractional shaite be cashed out. The “CMS Valuation” will bectddted as 95% of CMS Bancorp’s
common stockholders’ equity as of the month endrgd the closing, while the “Customers Valuatiovill be calculated as 125% of
Customer Bancorp’s modified stockholder equity Bhe month end prior to closing. Modified stockitets’ equity is defined as June 30,
2012 book value plus additions to retained earnihgsugh the month-end prior to closing. Sharesaedsy Customers Bancorp in capital
raises and purchase accounting adjustments fronothiey acquisitions will not be included in caldirilg modified stockholders’ equity. By
way of example, based on the March 31, 2012 boblevger share of CMS Bancorp and the June 30, guddified stockholders’ equity of
Customers Bancorp, $11.75 and $13.99, respectitredyexchange ratio would be 0.6383. The foregoalgulation is provided as an exam
only, and does not purport to be the actual exchaatio. The actual exchange ratio will likely bfetent at closing.

The acquisition of CMS will enhance the Bancorp&aNYork franchise. Closing of the CMS Bancorp mergéich is subject to regulatory
approval, customary closing conditions and the aygdrof CMS Bancorp’s stockholders, is expecteddeur in the second quarter of 2013.

Results of Operations
Third Quarter 2012 Compared to Third Quarter 2011

We had net income of $6.6 million for the three thsrended September 30, 2012 and net income ofi$ilin for the three months ended
September 30, 2011. Diluted earnings per share $&E4 and $0.23 for the three months ended Sejgiedth 2012 and September 30, 2(



respectively, a comparative increase of $0.28 pares
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Net Interest Incom

Net interest income (the difference between ther@st earned on loans, investments and in-earning deposits with other banks, and
interest paid on deposits and borrowings) is tlmamy source of our earnings. The following tahlensnarizes net interest income and the
related spread and margin for the periods indicated

Three Months Ended September 3C

2012 2011
Interest Average Interest Average
Income or Income or
Average yield or Average yield or
balance expense cost balance expense cost
(Dollars in thousands
Assets

Interest earning depos $ 14489. $ 91 025% $ 106,53t $ 67 0.25%
Federal funds sol — — — % 71C — 0.07%
Investment securities, taxable ( 129,84t 80¢ 2.48% 551,01¢ 3,97: 2.88%
Investment securities, non taxable | 2,061 21 4.15% 2,07¢ 22 4.15%
Loans, taxable (B 2,090,05 26,99( 5.14% 904,47¢ 11,28( 4.95%
Loans, no-taxable (B) 9,93¢ 55 2.2%% 1,504 17 4.44%
Less: Allowance for loan loss (14,574 — (14,207) —
Total interest earning assett 2,362,22i 27,96: 471%  1,552,12 15,35¢ 3.94%
Nonr-interest earning asse 117,19! 99,19:

Total assets $2,479,41! $1,651,31!

Liabilities
Interest checkin $ 36,25 47 051% $ 18,39¢ 23 0.5(%
Money marke 930,93! 1,72( 0.74% 504,11 1,57 1.28%
Other saving: 20,04¢ 27 0.5%% 13,03¢ 22 0.67%
Certificates of depos 947,60 3,39 1.4%% 827,56( 3,94¢ 1.8%
Total interest bearing depos 1,934,84. 5,191 1.0% 1,363,111 5,56¢ 1.62%
Other borrowing: 164,16: 21€ 0.52% 39,92¢ 132 1.31%
Total interest-bearing liabilities 2,099,00 5,407 1.02%  1,403,03 5,69¢ 1.61%
Nonr-interes-bearing deposit 190,97 95,17¢
Total deposits & borrowing 2,289,98. 0.94% 1,498,211 1.51%
Other norinterest bearing liabilitie 11,09¢ 7,981

Total liabilities 2,301,08: 1,506,20:
Shareholders Equity 178,33: 145,11¢
Total liabilities and shareholders’ equity $2,479,41! $1,651,31!
Net interest earning 22,55t 9,66:
Tax equivalent adjustment (! 41 21
Net interest earning $22,59¢ $ 9,68«
Interest spread 3.71% 2.4%
Net interest margin (D) 3.8(% 2.4E%
Net interest margin tax equivalent (C)(D) 3.81% 2.4E%

(A) For presentation in this table, balances amrdctirresponding average rates for investment sexsuare based upon historical cost,
adjusted for amortization of premiums and accretibdiscounts

(B) Includes no-accrual loans, the effect of which is to reduceytieéd earned on loans, and deferred loan 1

(C) Full tax equivalent basis, using a 35% statutoxyrédie to approximate interest income as a taxasdet

(D) Excluding the adjustment to interest incometf@ change in accounting estimate on PCI loai$gldf million, net interest margin is
3.04%, and net interest margin tax equivalent@$% for the three months ended September 30, :
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Net interest income increased by $12.9 million182.9% for the three months ended September 3@, @0$22.6 million, from $9.7 milliol
for the three months ended September 30, 2011nBtine third quarter of 2012, we recorded interesime of $4.5 million attributable to
the change in estimates of cash flows for the B&h$. This adjustment was largely allocated tddhewing loan types: commercial real
estate of $3.0 million, commercial and industrgans of $1.0 million, and mortgages of $0.5 millidwlditionally, interest income from
mortgage warehouse loans, and commercial reakdstats increased by $6.8 million and $1.3 milli@spectively offset by a decrease from
investment securities of $3.2 million. Driving thise in interest income was higher average loanmel for mortgage warehouse loans of
$720.0 million, and commercial real estate loauka of $169.0 million. The higher loan volume wagsult of our strategy to grow our
mortgage warehouse lending and commercial redieclstsinesses, in addition to our acquisition akBleire Bancorp in September 2011.
Sales of investment securities in the second quaft2012 lead to their lower average volume of %82nillion in the third quarter of 2012
compared to the same quarter of 2011. Interestresepfor deposits decreased by $373,000 due tanthefehigher promotional pricing for
certificate of deposits and money market accouras additional information about this change irireate refer to “Note 1 - DESCRIPTIOM
OF THE BUSINESS AND BASIS OF PRESENTATIONGhange in Accounting Estimatest this Form 10-Q.

Provision for Loan Losse

Customers Bancorp has established an allowandednrosses through a provision for loan lossesgdthas an expense on the statement of
income. The loan portfolio is reviewed quarterlyet@luate the outstanding loans and to measurethetberformance of the portfolio and the
adequacy of the allowance for loan losses. At Selpéz 30, 2012, approximately 5.0% of the loan tidfwas covered under loss sharing
agreements with the FDIC. Charge-offs incurred alibe original estimated value are taken as additiprovisions, and a corresponding
receivable due from the FDIC is recorded through-imberest income for the portion anticipated tadéeovered under the loss sharing
agreements.

The provision for loan losses increased by $9.Hanito $10.1 million for the three months endegt®enber 30, 2012, compared to $900,
for the same period in 2011. Approximately $7.5lioml of the increase in the 2012 provision is htitable to the cash flow re-estimation
process for the PCI loans.

For additional information about this change irireate refer to “Note 1 — DESCRIPTION OF THE BUSINESND BASIS OF
PRESENTATION -Change in Accounting Estimatesi this Form 10-Q. For more information about Cus¢os Bancorp’s provision and
allowance for loan losses and Customers Bancoogs éxperience see “Credit Risk” and “Asset Qualigrein.

Nor-Interest Income

The chart below shows Customers Bancorp's resultise various components of non-interest incomeherthree months ended
September 30, 2012 and 2011.

Three Months Ended September 3C

2012 2011
(Dollars in thousands

Deposit fee: $ 124 $ 114
Mortgage warehouse transactional f 3,34¢ 1,36¢€
Bank-owned life insuranc 35¢ 264
Gain on sale of investment securities, 0 1,41%
Accretion of FDIC loss sharing receival 1,29¢ 0
Gain (loss) on sale of loa (77) 0
Other 4,712 85
Total nor-interest incomt $ 9,76¢ $ 3,24:

Nor-interest income was $9.7 million for the three insrended September 30, 2012, an increase of $Bidnnfrom $3.2 million for the
three months ended September 30, 2011. This ireseas due to growth in warehouse lending volumeklgenerated $2.0 million in
additional fee income, and accretion relating toDIC loss sharing receivable which increased by $nillion. Additionally, fees of $4.4
million were recognized related to the change toaating estimate for the PCI loans. These increasze offset by a $1.4 million gain
realized on the sale of available-for-sale seasiin the third quarter of 2011, which was exectibgorovide funding for loan growth. For
additional information about this change in estienafer to “Note 1 — DESCRIPTION OF THE BUSINESS BMBASIS OF
PRESENTATION -Change in Accounting Estimatesi' this Form 10-Q.
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Nor-Interest Expense

The below chart shows the Customers Bancorp’stesuthe various components of non-interest expémsthe three months ended
September 30, 2012 and 2011.

Three Months Ended September 3C

2012 2011
(Dollars in thousands
Salaries and employee bene $ 5,97¢ $ 3,752
Occupancy 1,70¢ 1,022
Technology, communication and bank operati 69¢ 48t
Advertising and promotio 27C 20¢€
Professional service 81¢ 1,23¢
FDIC assessments, taxes and regulatory 66¢ 373
Other real estate ownt (287) 10z
Loan workoult 617 37C
Stock offering expense 97 0
Merger related expens 0 53C
Other 1,42¢ 65€
Total nor-interest expense $ 11,99¢ $ 8,73

Nor-interest expense was $12.0 million for the thremths ended September 30, 2012, an increase abdpyately $3.3 million as
compared to non-interest expense of $8.7 milliorttie same period in 2011.

Salaries and employee benefits, which represeratbest component of nanterest expense, increased 57.9% or $2.2 milbad6t0 million
in the third quarter of 2012 versus $3.8 milliorttie same period in 2011. The primary reason figriticrease was the addition of 66 ftithe
equivalent employees since September 30, 2011 .Wadssdirectly related to the Berkshire acquisifiothe third quarter of 2011 as well as
need for additional employees to support our orggrowth.

Occupancy expense increased by 67.2% or $687,060%4.0 million in 2011 to $1.7 million in 2012. &lncrease was related to building
the infrastructure to support our growth and thekBleire acquisition in the third quarter of 2011.

Professional services expense decreased to $81i&,8@8 third quarter of 2012 from $1.2 million fibre same period of 2011. This decrease
was primarily attributable to lower legal and cdtisg expenses in 2012 compared to legal and ctinguéxpenses incurred in 2011 relate
regulatory filings and the Berkshire acquisition.

Other expenses increased $768,000 to $1.4 millighe third quarter of 2012 from $656,000 the tlgjucirter of 2011. In general, there was
an overall increase in most categories within othgrense as a result of the Berkshire acquisitighe third quarter of 2011.

Income Taxe

The income tax expense was $3.6 million and $930{00the three months ended September 30, 2012@ht, respectively. The increase
the income tax provision was primarily due to therease in net income before taxes of approxim&@I§ million.

The effective tax rate for the three months endgute&nber 30, 2012 and 2011 was approximately 3&peand 28.4 percent, respectively.
The effective tax rate for the third quarter of 2@tas higher than the same period in 2011 duenetaxable income having a smaller impact
on the effective tax rate due to the higher leféhoome before income taxes.

Nine months ended September 30, 2012 compared to the nine months ended September 30, 2011

We had net income and net income available to comshareholders of $16.3 million for the nine morehded September 30, 2012,
compared to net income of $811,000 and net incoradadle to common shareholders of $806,000 fomihe months ended September 30,
3011. Diluted earnings per share were $1.35 fonthe months ended September 30, 2012 and $.Céhpes for the nine months ended
September 30, 2011, an increase of $1.27 per share.
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NetInterest Income

Net interest income (the difference between ther@st earned on loans, investments and in-earning deposits with other banks, and
interest paid on deposits and borrowings) is tlmamy source of our earnings. The following tahlensnarizes net interest income and the
related spread and margin for the periods indicated

For the Nine Months Ended September 3(

2012 2011
Interest Average Interest Average
Income Income
Average or yield or Average or yield or
balance expense cost balance expense cost
(Dollars in thousands
Assets
Interest earning depos $ 117,32« $ 22t 0.26% $ 201,05 $ 377 0.25%
Federal funds sol — — — % 3,01 3 0.15%
Investment securities, taxable ( 255,80 5,93¢ 3.0% 480,75: 10,34: 2.87%
Investment securities, non taxable | 2,06t 64 4.15% 2,08: 65 4.15%
Loans, taxable (B 1,674,49 59,96: 4.7¢% 813,65:¢ 30,95¢ 5.0%
Loans, no-taxable (B) 6,581 11C 2 .28 1,63¢ 62 5.05%
Less: Allowance for loan loss (15,267) (15,700
Total interest earning assett 2,041,01 66,29¢ 43406  1,486,49. 41,80¢ 3.7€%
Nonr-interest earning asse 115,10¢ 76,84
Total assets $2,156,12 $1,563,33!
Liabilities
Interest checkin $ 35,16: 14¢€ 055 $ 16,537 61 0.5(%
Money marke 814,93! 5,71 0.94% 449,51t 4,68( 1.3%
Other saving: 19,56 86 0.5%% 12,92( 65 0.6&%
Certificates of depos 859,03t 9,73¢ 1.51% 827,93! 11,85 1.91%
Total interest bearing depos 1,728,69. 15,681 1.21% 1,306,91 16,66( 1.7(%
Other borrowing: 98,69¢ 494 0.67% 31,24" 381 1.65%
Total interest-bearing liabilities 1,827,39. 16,18: 1.18%  1,338,16! 17,04: 1.7C%
Nonr-interes-bearing deposit 158,83 86,29(
Total deposits & borrowing 1,986,23; 1.09%  1,424,45 1.6(%
Other norinterest bearing liabilitie 8,50¢ 13,28¢
Total liabilities 1,994,73i 1,437,73
Shareholders Equity 161,38. 125,60(
Total liabilities and shareholders’ equity $2,156,12 $1,563,33!
Net interest earning 50,11° 24,76:
Tax equivalent adjustment (! 94 68
Net interest earning $50,21: $24,83!
Interest spread 3.25% 2.1€%
Net interest margin (D) 3.28% 2.22%
Net interest margin tax equivalent (C)(D) 3.2¢% 2.22%

(A) For presentation in this table, balances amdctirresponding average rates for investment sisuare based upon historical cost,
adjusted for amortization of premiums and accretibdiscounts

(B) Includes no-accrual loans, the effect of which is to reduceytieéd earned on loans, and deferred loan 1

(C) Full tax equivalent basis, using a 35% statutoxyréde to approximate interest income as a taxaddet

(D) Excluding the adjustment to interest incometfa change in accounting estimate on PCI loai$&l & million, net interest margin is
2.98%, and net interest margin tax equivalent39% for the nine months ended September 30, -

Net interest income was $50.1 million for the ninenths ended September 30, 2012, compared to $#lié for the nine months endk
September 30, 2011, an increase of $25.3 million02.02%. Increases in interest income from maggaarehouse loans of $15.0 million,
commercial real estate loans of $3.9 million, andtirfamily loans of $3.5 million contributed toethigher 2012 balance. Growth in loan
volume for these areas was responsible for thessdtse The sale of investment securities in theséguarter of 2012 was the primary cause
of a $4.4 million decrease in interest income fiarestment securities for the nine months endedeBager 30, 2012 compared to the same
period of 2011. During the third quarter of 2012 recorded a $4.5 million adjustment to interesbme due to the change in estimates of
cash flows for the PCI loans that was allocatetthéofollowing loan types: commercial real estat&®{0 million, commercial and industrial
loans of $1.0 million, and mortgages of $0.5 millidhe close of promotional pricing for certificatedeposits and money market accounts
led to a decline in interest expense for deposi9@3,000 to the nine month period ended Septe@®e2012 from the same period in 2012.
For additional information about this change irireate refer t¢*Note }—DESCRIPTION OF THE BUSINESS AND BASIS C



PRESENTATION—Change i n Accounting Estimatém this Form 10-Q.
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Provision for Loan Losse

Customers Bancorp has established an allowandednriosses through a provision for loan lossesgethas an expense on the statement of
income. The loan portfolio is reviewed quarterlyet@luate the outstanding loans and to measurethetberformance of the portfolio and the
adequacy of the allowance for loan losses. At Selpéz 30, 2012, approximately 5.0% of the loan tidfwas covered under loss sharing
agreements with the FDIC. Charge-offs incurred attbe original estimated value are taken as additiprovisions and a corresponding
receivable due from the FDIC is recorded through-imberest income for the portion anticipated tadeovered under the loss sharing
agreements.

The provision for loan losses was $14.7 milliontfoe nine months ended September 30, 2012, a se@a8.1 million from $6.6 million fc
the same period in 2011. Approximately $7.5 millafrthe 2012 provision is attributable to the réreation process for the PCI loans.

For additional information about the change inreate, refer to “Note 1 — DESCRIPTION OF THE BUSINEEBND BASIS OF
PRESENTATION -Change in Accounting Estimatés this Form 10-Q. For additional information alidcCustomers Bancorp’s provision
and allowance for loan losses and Customers Batsclogs experience see “Credit Risk” and “Asset i@yisherein.

Nor-Interest Income

The chart below shows Customers Bancorp’s resuliise various components of non-interest income¢hifemine months ended
September 30, 2012 and 2011.

Nine Months Ended September 3C

2012 2011
(Dollars in thousands
Deposit fee! $ 357 $ 313
Mortgage warehouse transactional f 8,82¢ 3,75¢
Bank-owned life insuranc 94¢ 1,12¢
Gain on sale of investment securities, 9,00¢ 1,41z
Accretion of FDIC loss sharing receival 1,951 1,70¢
Gain on sale of loar 26¢ 377
Other 5,43¢ 38¢
Total nor-interest incom: $ 26,79¢ $ 9,08:

Nonr-interest income was $26.8 million for the nine itisnended September 30, 2012, an increase of &1iilligh when compared to non-
interest income of $9.1 million for the nine mon#rsled September 30, 2011. The increase was piyitfegiresult of the $8.8 million gain
realized on the sale of available-for-sale seasiin the second quarter of 2012, which was exddoterovide funding for loan growth.
Growth in warehouse lending volume, which is p&ur strategic plan, contributed $5.1 million ekfincome to the increase in non-interest
income. Due to conversion to a new loan valuatigtesn for PCI loans, estimates of cash flows frbesé loans were revised and non-
interest income of $4.4 million was recorded int8efber of 2012. For additional information abous tthange in estimate refer to “Note 1 —
DESCRIPTION OF THE BUSINESS AND BASIS OF PRESENTAN —Change in Accounting Estimates this Form 10-Q.
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Nor-Interest Expense

The below chart shows the Customers Bancorp’stesuthe various components of non-interest expéoisthe nine months ended
September 30, 2012 and 2011.

Nine Months Ended September 3C

2012 2011
(Dollars in thousands
Salaries and employee bene $ 17,07: $ 11,84(
Occupancy 4,937 3,01z
Technology, communication and bank operati 2,031 1,312
Advertising and promotio 84¢ 63¢
Professional service 2,47¢ 3,96:
FDIC assessments, taxes and regulatory 2,20t 1,62¢
Other real estate ownt 587 39C
Loan workoult 1,51¢ 1,014
Merger related expens 28 53C
Stock offering expense 1,437 0
Other 4,117 1,861
Total nor-interest expense $ 37,25¢ $ 26,18

Nonr-interest expense was $37.3 million for the ninenths ended September 30, 2012, an increase of $iillidn when compared to $26.2
million for the same period in 2011. Salaries ampyee benefits, which represent the largest carapbof non-interest expense, increased
by 44.9% or $5.3 million to $17.1 million for théne months ended September 30, 2012. The primasorefor this increase was the addi

of 66 full-time equivalent employees since Septandf¥e 2011. This was directly related to the Benlesshcquisition in the third quarter of
2011 as well as the need for additional employeesipport our organic growth. In addition, stoclsdrhcompensation expense was $1.6
million for the nine months ended September 3022811d $515,000 for the nine months ended SepteBth&011 due to increased issuances
of stock-based awards. For additional informatibaia stock-based compensation refer to “NOTE 9 —SGK@GBASED COMPENSATION”

in this Form 10-Q.

Occupancy expense increased 63.3% or $1.9 milio$i4.9 million for the nine months ended Septen#er2012 from $3.0 million for the
same period in 2011. The increase was relatedikdify the infrastructure to support the growthtloé Bank and the Berkshire acquisition in
the third quarter of 2011.

Technology, communications, and bank operationgms@was $2.0 million for the nine months endede®eiper 30, 2012, an increase of
54.0% or $725,000, over $1.3 million in the sameqokof 2011. This increase was primarily due taramease in technology requirements to
account for loans acquired with deteriorated cradd general increases as a result of the Berkabgueisition in the third quarter of 2011.

Professional services expense decreased to $2i6mfidr the nine months ended September 30, 20i@&weompared to $4.0 million for the
same period of 2011. This decrease was primatiljpatable to legal and consulting expenses inclime2011 related to regulatory filings
and the Berkshire acquisition.

As a result of the postponement in May 2012 ofpublic offering of voting common stock, we recordsdck offering expenses of $1.4
million.

Other expenses increased by $2.2 million to $4lliamifor the nine months ended September 30, Z84r& $1.9 million during the same
period in 2011. Loan origination expenses of $5@8,3nsurance expense of $503,000, combined withdrigeneral expenses as a result of
the Berkshire acquisition in the third quarter 6.2 contributed to the increase in other expenses.

Income Taxe
The income tax expense was $8.8 million and $2%0) @%pectively, for the nine months ended Septe®®e2012 and 2011. The increas
the income tax provision was primarily due to theréase in net income before taxes of $23.9 million

The effective tax rate for the nine months endgqute8aber 30, 2012 and 2011 was approximately 35epeand 27 percent, respectively. The
effective tax rate for the nine months ended Sepé&zrB0, 2012 was higher than the same period id 20& to non-taxable income having a
smaller impact on the effective tax rate due tohigder level of income before income taxes.
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Financial Condition
General

We had total assets of $2.7 billion at SeptembeR802, a $576.6 million, or 27.8%, increase frotaltassets of $2.1 billion at December
2011. Total liabilities were $2.4 billion at Septeen 30, 2012, an increase of $462.8 million, 00%24..from total liabilities of $1.9 billion at
December 31, 2011.

The major changes within our financial positionrted as the result of our expansion of mortgagekause loans, which increased by
71.7% or $444.3 million to $1.1 billion at SeptemB8, 2012, from $619.3 million at December 31, Ruring the third quarter of 2012,
we elected the fair value option for certain wargtelending transactions originated after JulyOlL22 As a result of this election, the new
warehouse lending transactions were classified.aaris held for sale” on the balance sheet. Alhefqualified warehouse lending
transactions on our balance sheet at Septemb@03@, were accounted for by the fair value optidditionally, in the second quarter of
2012, we transferred all held-to-maturity secusitie the available-fosale category, leading to the subsequent sale5f.62nillion securitie
to fund loan growth. Net deposits grew by $765.0iom, and $295.0 million of short-term borrowechfls were repaid during the nine
months ending September 30, 2012. For additiorfiafrimation about our election of the fair value optrefer to “Note 1 — DESCRIPTION
OF THE BUSINESS AND BASIS OF PRESENTATIONThe Fair Value Option’in this Form 10-Q.

The following table sets forth certain key condehisalance sheet data:

September 3C December 31
2012 2011
(Dollars in thousands
Cash and cash equivalel $ 157,51 $ 73,57(
Loans held for sale (including $1,063,666 of mogeyavarehouse
loans at fair value in 201: 1,187,88! 174,99¢
Investment securities, available for s 130,70! 79,13}
Investment securities, heto-maturity 0 319,54
Loans receivable not covered under FDIC Loss Shagreement: 976,13: 1,215,11
Total loans receivable covered under FDIC Loss iBhakgreement: 110,96! 126,27t
Total loans receivable, net of the allowance fanltosse: 1,062,12! 1,326,36.
Total asset 2,654,09. 2,077,53.
Total deposit: 2,348,18 1,583,18!
Federal funds purchas 0 5,00(
Total other borrowing 36,00( 331,00t
Subordinated det 2,00 2,00(
Total liabilities 2,392,58! 1,929,78.
Total shareholde’ equity 261,50: 147,74¢
Total liabilities and shareholders equ 2,654,09. 2,077,53.

Cash and Cash Equivalents

Cash and cash equivalents increased $83.9 mithioh14.1%, to $157.5 million at September 30, 2@h2n compared to $73.6 million at
December 31, 2011. Cash and cash equivalents teshsminly of interest bearing balances at the FédReserve Bank and vault cash and
cash items in the process of collection. Short-timas on deposit with the Federal Reserve Banleased $83.6 million from December 31,
2011 to September 30, 2012.

Investment Securitie

In May 2012, we reclassified our $269 million hétdmaturity investment portfolio to available fals. Due to the strong outlook for loan
growth, falling interest rates and our recent deniso postpone our initial public offering of stoave decided to proceed with this
reclassification to provide liquidity and free umpital to deploy into loan growth. Subsequently,set $257.6 million of available-for-sale
securities and realized a pre-tax gain of $8.8iomillin accordance with regulatory and accounteguirements, the Bancorp is prohibited
from classifying security purchases as held to nitgtfor a period of two years.
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Loans

Existing lending relationships are primarily wittnall businesses and individual consumers primamiBucks, Berks, Chester, Montgomery
and Delaware Counties, Pennsylvania; Camden andavi@ounties, New Jersey; and Westchester Couty, York; and to a lesser extent
in the surrounding markets. The loan portfoliotisnarily comprised of commercial real estate, cargton, and commercial and industrial
loans. In addition, we have a mortgage warehouseygt line that provides financing to mortgage canips nationwide from the time of the
home purchase or refinancing of a mortgage loasutitr the sale of the loan by the mortgage origmato the secondary market either
through a repurchase facility or the purchase efuthderlying mortgages. For certain mortgage waretédoans originated after July 1, 2012,
we elected the fair value option. As a result @& #lection, the warehouse lending transactiong wkssified to “Loans held for sale” on the
balance sheet.

Loans receivable, net, decreased by $264.2 milbdBiL.1 billion at September 30, 2012 from $1.8dyilat December 31, 2011. In the third
quarter of 2012, qualified mortgage werehouse laggre not included in Loans receivable, net, duautoelection of the fair value option for
these loans; at December 31, 2011, mortgage weseHoans were $619.3 million. Offsetting the dezlim Loans receivable, net, were hig
balances for commercial real estate, manufactuoedihg, and residential real estate of $254.4 oni}l$53.9 million, and $54.4 million,
respectively. For additional information about election of the fair value option refer to “Note-4 DESCRIPTION OF THE BUSINESS
AND BASIS OF PRESENTATION Fhe Fair Value Option’in this Form 10-Q.

The composition of net loans receivable at Septer8de2012 and December 31, 2011 was as follows:

2012 2011
(Dollars in thousands
Constructior $ 28,93 $ 37,92¢
Commercial real esta 45,72« 48,78¢
Commercial and industri; 12,16¢ 13,08«
Residential real esta 20,27¢ 22,46¢
Manufactured housin 3,867 4,012
Total loans receivable covered under FDIC LossiSbar

Agreements (1 110,96! 126,27t
Constructior 13,24: 15,27:
Commercial real esta 605,37 350,92¢
Commercial and industri; 76,64: 69,73¢
Mortgage warehous 9,321 619,31¢
Manufactured housin 158,45° 104,56!
Residential real esta 107,85! 53,47¢
Consume 2,451 2,211

Total loans receivable not covered under FDIC LSisaring

Agreements 973,34( 1,215,501
Total loans receivabl 1,084,30! 1,341,78.
Deferred (fees) costs, n 2,79¢ (389
Allowance for loan losse (24,979 (15,037
Loans receivable, ni $1,062,12! $1,326,36.

(1) Loans that were acquired in two FDIC assistaeddactions and are covered under loss sharingragrés with the FDIC are referred to
as“covere(’ loans throughout this Managem’s Discussion and Analysi

The commercial and construction credit loan retatfops are monitored on a periodic basis to evaltret cash flows available for the
repayment of loans. Management emphasizes loaitygaatl close monitoring of potential problem ctedCredit risk identification and
review processes are utilized to assess and mdh#aategree of risk in the loan portfolio. The lemgdand credit administration groups are
charged with reviewing the loan portfolio and idfyitg changes in the economy or in a borrowertswinstances which may affect (i) the
borrower’s ability to repay the loan, or (ii) thaderlying value of the pledged collateral.

As a mortgage warehouse lender, we provide a fdfimancing to mortgage bankers by purchasing ésate the underlying residential
mortgages on a short term basis under a masterctegse agreement. We are subject to the risksiatswevith such lending, including, but
not limited to, the risks of fraud, bankruptcy atefault of the mortgage banker or of the underlygjdential borrower, any of which could
result in credit losses. The mortgage warehousgingrdivision monitors these mortgage originatorobyaining financial and other relevant
information to reduce these risks during the leggieriod.
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Covered loans are monitored and evaluated in time saanner to address the provision of the lossrgharrangements with the FDIC.

Itis in the legacy and acquired construction amahmercial real estate secured portion of the laatfqio in which we are experiencing the
most difficulty with delinquent and non-accrualihsaln September 2009, we tightened the undenrgrjiilicies for commercial real estate
lending and construction lending. Although we bedi¢ghat we have identified and appropriately aledaeserves against the riskiest of the
loans in construction and commercial real estheepbssibility of further deterioration before tleal estate market turns around may result in
increased allocations of the Allowance for Loandassin that area in the future.

Other than the concentrations already addressediiehouse lending, construction and commercialgsi@te, and manufactured housing, at
September 30, 2012, Customers Bancorp has nodamgesures in other risky industries such as restasir home heating oil businesses or
other industries that are typically viewed as higk.

Credit Risk

Customers Bancorp manages credit risk by maintgidiversification in its loan portfolio, by estadiiing and enforcing rigorous underwrit
standards, by intensive collection efforts and talelishing and performing periodic loan classtima reviews. Management also attempts to
anticipate and allow for credit risks by maintamian adequate allowance for loan losses, to whietlitdosses are charged when they are
identified and to which provisions are added whes appropriate. The allowance for loan losses/euated periodically as management
deems appropriate. The provision for loan losses$ta.7 million and $6.6 million for the nine mositinded September 30, 2012 and 2011,
respectively. The allowance for loan losses was®&8llion or 2.6% of total non-covered loans aptenber 30, 2012 and $15.0 million, or
1.2% of total non-covered loans, at December 31120
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The chart below depicts changes in Customers Baigcallowance for loan losses for the periods iatéd.

Analysis of the Allowance for Loan Losses

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
(Dollars in thousands

Balance at the beginning of the periot $16,11¢ $13,94¢ $15,03: $15,12¢
Loan charge-offs

Constructior 47¢ 0 2,66¢ 1,06¢

Commercial real esta 28¢ 182 1,42¢ 4,38¢

Commercial and industri; 26¢€ 717 30C 2,17¢

Residential real esta 36& 4 56& 10¢

Consumer and othu 27 1 37 7
Total Charg-offs 1,41¢ 904 4,994 7,752
Loan recoveries

Constructior 3 0 3 2

Commercial real esta 33 72 83 78

Commercial and industri; 98 9 164 15

Residential real esta 0 0 5 0

Consumer and otht 22 2 27 3
Total Recoverie: 15€ 83 282 98
Total net charge-offs 1,26( 821 4,712 7,654
Provision for loan losses 10,11¢ 90C 14,65¢ 6,55(
Balance at the end of the periot $24,97: $14,02¢ $24,97¢ $14,02¢
Net-charge-offs as a percentage of average n-covered loans 0.09% 0.1(% 0.35% 1.07%

Asset Quality

We had impaired loans totaling $59.8 million at t8ember 30, 2012, compared to $57.8 million at Démem31, 2011. Non-accrual non-
covered loans totaled $32.8 million at Septembe28@2, down from $37.7 million at December 31, ROAe had net charge-offs of $1.3
million for the third quarter of 2012. Net chargisavere $821,000 for the third quarter of 2011r @ nine months ended September 30, we
had net charge-offs of $4.7 million for 2012 verses$ charge-offs of $7.7 million for 2011. Theress8.6 million and $7.3 million of non-
covered other real estate owned as a result oflfisere or voluntary transfer to us at SeptembeB802 and December 31, 2011,
respectively.

To better understand our asset quality and relaselve adequacy, we break our loan portfolio twim categories; loans that were originated
and loans that were acquired. Management beliéatghis additional information will allow inves®to better understand the risk in our
portfolio and the various types of credit resenyis are available to support loan losses in th&réu Originated loans are supported with
allowance for loan loss reserves. Acquired loapssapported with allowance for loan losses, nomedable difference fair value marks, and
cash reserves as described below.

Originated Loans

Loans that the Bank has originated totaled $1lbiht September 30, 2012, or about 84.6% of totais. Of these, $114.1 million
represents loans that were originated prior to&aper 2009 (“Legacy Loans'\when the new management team lead by Jay Sidlndintec
new underwriting standards that management beliereemore conservative. At September 30, 2012ptres originated prior to September
2009 include $21.6 million of non-performing asgEPAS”) or 96.0% of total NPAs for originated las. Loans originated after September
2009, which total approximately $1.8 billion, indionly $890,000 of NPAs.

The high level of non-performing loans (“NPLs")time Legacy Loan portfolio (17.5% NPL / Loans) anpported with $4.4 million of
reserves, or about 3.8% of total Legacy Loans.Hélé for sale category in our newly originated fmit includes $1.1 billion of warehouse
loans and $124.2 million of mortgages. Held-foredakns are carried on our balance sheet at fhieva lower of cost or market, so an
allowance for loan losses is not needed. Commeiaais and multifamily loans totaled $535.6 milliamd are supported with $4.2 million of
allowance for loan losses. Consumer and mortgagyesitotaled $73.6 million and are supported by FEiGbof allowance for loan losses.
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90 days+ Non NPA(1) /
Total and Accrual Restructured OREO NPA (1) NPL(1) (Loans
Loan Type Loans Current 30-90 (a)  still accruing (b) (2) (c) (b)+(c) / Loans + OREO)
(Dollars in thousands

Originated Loans
Legacy $ 114,22 $ 92,200 $129¢ $ — $20,01¢ $ 60€ $ 1,62¢ $21,64( 17.5% 18.7%
Warehouse —

Construction

loans 9,321 9,321 — — — — — — 0.C% 0.C%
Loans held for sal 1,187,88' 1,187,88! — — —_ — — — 0.C% 0.C%
Multifamily 206,28: 206,28: — — — — — — 0.C% 0.C%
Manufactured

Originated 2,872 2,86( 12 — — — — — 0.C% 0.C%
Originated L oans

Post 9/2009
Commercial

Originated 329,67¢ 328,65¢ 13z — 89C — — 89C 0.2% 0.3%
Consumer/ Mortgac

Originated 73,61 73,61 — — — — — — 0.C% 0.C%
Total Originated

Loans 1,923,76;  1,900,81 1,43¢ — 20,90¢ 60€& 1,62¢ 22 53( 1.1% 1.2%
Acquired Loans
Berkshire 80,57: 69,32¢ 1,721 — 9,52% — 1,601 11,12 11.8% 13.5%
Total FDIC —

Coverec 115,51 63,69: 587 — 51,23: — 7,107 58,33¢ 44.%% 47.6%
Total FDIC — Non

Coverec 19 19 — — — — — — 0.C% 0.C%
Manufactured

Housing 201( 86,77: 81,99 3,64: — 275 865 — 27¢ 0.2% 0.2%
Manufactured

Housing 201 13,15¢ 5,952 1,11¢ — 6,031 56 367 6,39¢ 45.% 47.2%
Manufactured

Housing 201 61,23: 57,02: 2,73¢ 1,47: — — — — 0.C% 0.C%
Total Acquired

Loans 357,26. 278,00¢ 9,80: 1,47 67,05¢ 921 9,07F 76,13 18.8% 20.8%
Unallocatec
Total Portfolio 2,281,020 2,178,82. 11,24 1,47 87,96« 1,52¢ 10,69¢ 98,66: 3.€% 4.2%
Accounting Fair

Value / Credit

Marks / Costs

Fees (3 (6,045 1,72¢ (244) (7,52 —
Quarter End Actue $2,274,98 $2,180,54¢ $10,99° $ 1,47 $80,43¢ $ 1,52¢

(1) Amountis gross of credit mar
(2) These represent restructured loans performing uhéarmodified terms

(3)
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Acquired Loan:

At September 30, 2012, we carried $357.3 milliomafuired loans which was 15.7% of total loans. MMoans are acquired, they are
recorded on the balance sheet at fair value. Aeduoans include purchased portfolios, FDIC faiteohk acquisitions and unassisted
acquisitions. At September 30, 2012, (i) 22.6%aafuared loans were from the Berkshire Bancorp aitjon, (ii) 33.3% of acquired loans
were from FDIC assisted acquisitions, which haws khare protection of 80% of credit losses beinvgmed by the FDIC, and (iii) 45.1% of
acquired loans represented manufactured housimg lwhich were purchased from Tammac Holding Cotmraa consumer finance
company. Of the loans purchased from Tammac pri@0t2, 86.8% were supported by a $4.1 million aaskrve which is maintained in a
demand deposit account at the Bank. All currergdesand delinquent interest are covered with gssrve. We estimate that this cash reserve
will be adequate to cover future losses and deéinginterest over the life of the portfolio. Foetmanufactured housing loans purchased in
2012, Tammac has an obligation to pay us the fbff amount of a defaulted loan once the borrovesates the property, which includes
any principal, unpaid interest, or advances oridhas.

Most of the acquired loans were purchased at adigc The price paid factored into management’giueint on the credit and interest rate
risk inherent in the portfolio at the time of puasle. Every quarter, management reassesses tlandsdjusts the fair value to incorporate
changes in the credit outlook. Total NPAs in thguaed portfolio were $76.1 million, or 77.2% otabNPAs. Of this total, 76.6% have FC
loss share protection (80% FDIC coverage of losgasyeptember 30, 2012, the FDIC-covered loans#i&d6 million of allowance for loan
losses and $4.5 million of non-accretable diffeeefair value marks to support future credit losdd4s3% of total NPAs were from loans
related to the Berkshire acquisition, while 6.8%&vigom loans acquired from Tammac.

Acquired loans have a significantly higher percgataf non-performing assets than loans originate 8eptember 2009. Management
acquired these loans with the expectation thatkbssuld be elevated, and therefore incorporataidetkpectation into the price paid.
Management also created a Special Assets groupalkat moajor focus on workouts for these acquioedperforming assets.

The following table summarizes our acquired andinated loan at September 30, 2012:

Total Credi Reserve
Credit Cash Reserve:
Loan Type Total Loan ALL Marks Reserve Reserve: / Loans / NPL
(Dollars in thousands

Originated Loans

Legacy $ 11412 $438 $ — $ — $ 4,38 3.8% 21.9%
Warehous—Construction loan 9,321 7C — — 70 0.8% 0.C%
Loans held for sal 1,187,88 — — — — 0.C% 0.C%
Multifamily 206,28: 1,031 — — 1,031 0.5% 0.C%
Manufactured Originate 2,87 57 — — 57 2.C% 0.C%
Originated Loans Post September 200

Commercial Originate: 329,67¢ 3,19: — — 3,19z 1.C% 358.6%
Consumer/ Mortgage Originati 73,61: 51t — — 51k 0.7% 0.C%
Total Originated Loan 1,923,76 9,24¢ — — 9,24¢ 0.5% 44.2%
Acquired Loans

Berkshire 80,57: 4,26¢ (1,00¢) — 3,261 4.C% 34.52%
Total FDIC—Coverec 115,51: 10,61¢ 4,54¢ — 15,16¢ 13.1% 29.6%
Total FDIC— Non Coverec 19 — — — 0.C% 0.C%
Manufactured Housing 201 86,77 70C — 4,092 4,792 5.5% 1758."%
Manufactured Housing 201 13,15« 141 5,53: — 5,67¢ 43.1% 94.1%
Manufactured Housing 201 61,23: — — — — 0.C% 0.C%
Total Acquired Loans 357,26 15,72¢ $9,07: 4,092 28,89: 8.1% 43.1%
Total Portfolio $2,281,02¢ $24,97: $9,07¢ $4,092 $ 38,14: 1.7% 43.2%
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Nonperforming loans and assets not covered unddCHBss sharing agreemer

The tables below set forth non-performing loans owkperforming assets not covered under FDIC3bssing agreements and the
corresponding asset quality ratios at Septembe2@Y and December 31, 2011. Non-accruals loansased $4.9 million through
September 30, 2012 when compared to December 31, 20

September 3C December 31
2012 2011
(Dollars in thousands
Non-accrual loans (1 $ 32,79 $ 37,71¢
TDRs (2) 4,68¢ 6,26¢
Non-performing no-covered loan 37,47¢ 43,98¢
Other real estate own 3,592 7,31¢€
Non-performing no-covered asse $ 41,07( $ 51,30

(1) Net of credit marks
(2) Excludes TDRs performing in accordance with theadified terms totaling $1.5 millior

September 3C December 31
2012 2011
Non-accrual non-covered loans to total non-covereddoa 3.3% 3.1(%
Non-performing, non-covered loans to total non-covered
loans 3.84% 3.62%
Non-performing, non-covered assets to total non-calere
asset: 4.1% 4.2(%
Non-accrual loans and 90+ days delinquent to totat non
covered asse 3.35% 3.0%
Allowance for loan losses t
Total nor-covered loan 2.56% 1.28%
Non-performing, no-covered loan 66.62% 34.1%
Non-performing, no-covered asse 60.81% 29.3(%

Customers Bancorp seeks to manage its credithiskigh the diversification of the loan portfoliodathe application of policies and
procedures designed to foster sound credit staadard monitoring practices. While various degrdaesedit risk are associated with
substantially all investing activities, the lendifumction carries the greatest degree of potelutsal.

The tables below set forth non-accrual loans amdperforming assets covered under FDIC loss shagngements at September 30, 2012
and December 31, 2011.

September 3C December 31
2012 2011
(Dollars in thousands
Non-accrual covered loans ( $ 47,64¢ $ 45,218
Covered other real estate owr 7,10 6,16¢
Non-performing, covered asse $ 54,75 $ 51,37¢

(1) Net of credit marks
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Goodwill and other intangibles

During the third quarter of 2012, we retrospectvelcognized an increase in goodwill of $1.1 milli@dhe adjustment was recorded to the
acquisition date of Berkshire Bank, September 20his measurement period adjustment is the re$ulew information about the facts and
circumstances surrounding other real estate ow@&EQ) properties and a specific customer’s loagsiaed from Berkshire Bank. The
acquisition method of accounting for business coations under FASB Accounting Standards CodificafféSC”) 805, Business
Combinationgformerly FASB Statements No. 141(R)) requiresausde significant estimates and assumptions, ingdui@ir value estimates,
as of the business combination date and to refioget estimates as necessary during the measurparard. We will recognize these
measurement period adjustments retrospectivelprmparative information in our financial statemeifsr additional information refer to
“Note 1 — DESCRIPTION OF THE BUSINESS AND BASIS ®RESENTATION -Berkshire Bancorp Acquisition: Measurement Period
Adjustment” in this Form 10-Q.

Deposits

We offer a variety of deposit accounts, includihgcking, savings, money market and time depos&poBits are obtained primarily from
within our service area and through wholesale aniéidy networks. These networks provide low costling alternatives to retail deposits ¢
provide diversity to our sources of funds. Totgbakgts grew by 43.7% to $2.3 billion at Septemb&r2D12 from $1.6 billion at

December 31, 2011. The increase in demand demdsi$70.4 million can be attributed to marketingl gmicing promotions that we institut
in 2012 and the acquisition of Berkshire Bank ipt8eber 2011. Included in Time deposits $100,0@Daer, are jumbo and wholesale
certificates of deposits that increased by $356lomto $764.9 million at September 30, 2012.

The components of deposits were as follows:

September 3C December 31
2012 2011
(Dollars in thousands
Demand, no-interest bearin $ 213,22 $ 114,04«
Demand, interest bearit 1,010,65. 739,46:
Savings 21,79( 16,92:
Time, $100,000 and owv: 764,87. 408,85:
Time, othel 337,63 303,90°
Total deposit: $2,348,18. $1,583,18

Capital Adequacy

Shareholders’ equity increased by $113.8 millio8261.5 million at September 30, 2012, from $14iiilfion at December 31, 2011. The
increase in equity was primarily the result of temnmon stock private offerings in the third quadB2012 that raised net proceeds of $94.8
million. Net income, unrealized gains on securjteasd recognition of stock-based compensation asee equity by $16.3 million $1.1
million and $1.6 million, respectively, for the eimonths ended September 30, 2012.

Customers Bancorp and the Bank are subject towsregulatory capital requirements that are moedédry federal banking agencies. Failure
to meet minimum capital requirements can lead p@estsory actions by regulators; any supervisotjoaccould have a direct material effect
on our financial statements. At September 30, 2Q1l&tomers Bancorp and the Bank met all capitadjaaey requirements to which they
were subject.
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The capital ratios for the Bank and Customers BgnabSeptember 30, 2012 and December 31, 2011 asciaows:

To Be Well Capitalized

For Capital Adequacy Prompt Cgrr:g(e:trive Action
Actual Purposes Provisions
Amount Ratio Amount Ratio Amount Ratio
(Dollars in thousands
As of September 30, 201z
Total capital (to risk weighted assets
Customers Bancorp, Inc. $280,39: 13.4¢% = $166,700 = 8.(% = N/A N/A
Customers Bank $235,56. 11.286 > $167,000 = 8.% = $208,75¢ = 10.(%
Tier 1 capital (to risk weighted assets)
Customers Bancorp, Inc. $254,54( 12.21% > $ 83,35 = 4.0% 2 N/A N/A
Customers Bank $209,70¢ 10.0%% = $ 8350: = 4.C% = $12525 = 6.0%
Tier 1 capital (to average assets
Customers Bancorp, Inc. $254,54( 10.2% = $ 98,931 = 4.0% = N/A N/A
Customers Bank $209,70¢ 8.4&% > $98,91( > 4.0% > $123,63 > 5.0%
As of December 31, 2011
Total capital (to risk weighted assets)
Customers Bancorp, Inc. $157,70. 11.19% = $113,34¢ = 8.(% = N/A N/A
Customers Bank $152,75" 10.7¢% > $113,34t = 8.0% = $141,68. = 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, Inc. $141,86¢ 10.01% = $ 56,67 = 4.0% = N/A N/A
Customers Bank $136,87( 9.6€% = $ 56,67¢ = 4.C% = $ 85,01 = 6.C%
Tier 1 capital (to average assets
Customers Bancorp, Inc. $141,86¢ 7.31% = $ 76,98 = 4.C% = N/A N/A
Customers Bank $136,87( 7.11% = $ 76,98 = 4.C% = $ 96,23 = 5.0%

Liquidity and Capital Resources

Liquidity for a financial institution is a measunéthat institution’s ability to meet depositor®exds for funds, to satisfy or fund loan
commitments, and for other operating purposes. lamgadequate liquidity is an objective of the A#sability Management

process. Customers Bancorp coordinates its managerhiquidity with its interestate sensitivity and capital position. We strivartaintain
a strong liquidity position.

Our investment portfolio provides periodic casiwiiothrough regular maturities and amortization, el be used as collateral to secure
additional liquidity funding. Our principal sourcesfunds are proceeds from stock issuances, disppsincipal and interest payments on
loans, and other funds from operations. We alsotai borrowing arrangements with the Federal Hawen Bank and the Federal Reserve
Bank of Philadelphia to meet short-term liquidigeas. At September 30, 2012, our borrowing capadgity the Federal Home Loan Bank
was $556.7 million of which $36.0 million was curtly utilized in long-term borrowings. Furthermogg,September 30, 2012, our available
borrowing capacity with the Federal Reserve BanRlafadelphia was $112.9 million.
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Net cash flows used in operating activities wer@4$®@ million were for the nine months ended Septm30, 2012. Origination of loans he

for sale in excess of the proceeds from the sdlkmns contributed $1.0 million to cash flows use@perating activities. Investing activities
provided net cash flows of $518.1 million for theenmonths ended September 30, 2012, as procesdpuechases from sales of investment
securities contributed $198.4 million, and the detrease in loans contributed $302.3 million. A% I6énillion net increase in deposits
provided sufficient cash flows to repay $300.0 imillin short-term borrowings, support operating anesting activities, and increase cash
and cash equivalents by $83.9 million.

In May 2012, Customers Bancorp reclassified its®@flion held-to-maturity investment portfolio tvailable for sale. Due to the strong
outlook for loan growth, falling interest rates amg recent decision to postpone our initial pubfiering of stock, we decided to proceed
with this reclassification to provide liquidity arficte up capital to deploy into loan growth. Suhssgly, we sold $257.6 million of available-
for-sale securities and realized a pre-tax gai$88 million. In accordance with regulatory andagatting requirements, the Bancorp is
prohibited from classifying security purchases sl ho maturity for a period of two years.

In addition, in the third quarter of 2012, as pdran ongoing private offering of securities to@ctited investors which is exempt from
registration pursuant to Section 4(2) of the SdiewiAct of 1933, as amended, and Rule 506 of Reigul D promulgated thereunder, the
Bancorp sold 7,111,819 shares of common stock wigishlted in net proceeds of $94.8 million.

Overall, based on Customers Bancorp’s core depas# and available sources of borrowed funds, nesneigt believes that Customers
Bancorp has adequate resources to meet its shoriated long-term cash requirements within the feeable future.

Other Information
Regulatory Matters and Pending Legislat

In 2008, the U.S. financial system and broader esgnfaced the most severe financial crisis sineeGheat Depression. The crisis threatened
the stability of the financial system and contrémlito the failure of numerous financial institupmcluding some large, complex financial

which became law on July 21, 2010. The act includaserous reforms to strengthen oversight of firerservices firms and consolidate
certain consumer protection responsibilities wittia Bureau of Consumer Financial Protection, comiynknown as the Consumer Financial
Protection Bureau (CFPB). Although the Dodd-Frarmit éxempts small institutions, such as communitykbaand credit unions, from several
of its provisions, and authorizes federal reguktorprovide small institutions with relief fromreain regulations, it also contains provisions
that will impose additional restrictions and coraplie costs on these institutions. Determining whidvisions will affect the Bancorp is
difficult, because the impact may depend on howaigs implement certain provisions through thelesuand many of the rules needed to
implement the act have not been finalized.

New Proposed Capital Ruli

On June 7, 2012, the Federal Reserve approved sedpales that would substantially amend the reégulaisk-based capital rules applical
to the Bancorp and the Bank. The FDIC and the O@fSeqquently approved these proposed rules on 2yr12. The proposed rules
implement the “Basel IlI” regulatory capital refosrand changes required by the Dodd-Frank Act. “Bi#i8eefers to two consultative
documents released by the Basel Committee on Bar8dpervision in December 2009, the rules textessdd in December 2010, and loss
absorbency rules issued in January 2011, whicludiecsignificant changes to bank capital, leveragkliguidity requirements. The proposed
rules are subject to a comment period running tindseptember 7, 2012.

The Basel Ill Proposal is generally consistent lith final Basel Ill capital rules, as describeadim Annual Report on Form 10-K under
“Iltem 1.Business — Supervision and Regulation.” preposed rules include new risk-based capitall@nerage ratios, which would be
phased in from 2013 to 2019, and would refine tfindtion of what constitutes “capital” for purpasef calculating those ratios. The
proposed new minimum capital level requirementdiegiple to the Bancorp and the Bank under the malsowvould be: (i) a new common
equity Tier 1 capital ratio of 4.5%; (ii) a Tierchpital ratio of 6% (increased from 4%); (iii) debcapital ratio of 8% (unchanged from curt
rules); and (iv) a Tier 1 leverage ratio of 4% #&dirinstitutions. The proposed rules would als@bbksh a “capital conservation buffest 2.5%
above the new regulatory minimum capital requiretsiemhich must consist entirely of common equitgrTi capital and would result in the
following minimum ratios: (i) a common equity Tigrcapital ratio of 7.0%, (ii) a Tier 1 capital @bf 8.5%, and (iii) a total capital ratio of
10.5%. The new capital conservation buffer requeehwould be phased in beginning in January 2006625% of risk-weighted assets and
would increase by that amount each year until fiplemented in January 2019. An institution wobégsubject to limitations on paying
dividends, engaging in share repurchases, and gpaysaretionary bonuses if its capital level fédi&dow the buffer amount. These limitations
would establish a maximum percentage of eligibteined income that could be utilized for such awio
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Basel Il provided discretion for regulators to ioge an additional buffer, the “countercyclical leuff of up to 2.5% of common equity Tier 1
capital to take into account the macro-financialiemment and periods of excessive credit growthwelver, the proposed rules permit the
countercyclical buffer to be applied only to “adead approach banks” (i.e., banks with $250 lillblo more in total assets or $10 billion or
more in total foreign exposures), which currenttglades the Bancorp and the Bank. The proposed aig® implement revisions and
clarifications consistent with Basel Ill regardithge various components of Tier 1 capital, includioghmon equity, unrealized gains and
losses, as well as certain instruments that willomger qualify as Tier 1 capital, some of whichulbbe phased out over time.

The federal bank regulatory agencies also propmsésions to the prompt corrective action framewavkich is designed to place restrictic
on insured depository institutions, including thanR, if their capital levels begin to show signsvefakness. These revisions would take e
January 1, 2015. Under the prompt corrective agtguirements, which are designed to complementdpéal conservation buffer, insured
depository institutions would be required to méet following increased capital level requirementsiider to qualify as “well

capitalized:” () a new common equity Tier 1 capital ratio of 6;5%) a Tier 1 capital ratio of 8% (increased fr@%o); (iii) a total capital rati
of 10% (unchanged from current rules); and (iv)ex T leverage ratio of 5% (increased from 4%).

The proposed rules set forth certain changes #océiculation of risk-weighted assets, which we Mdae required to utilize beginning
January 1, 2015. The standardized approach propakedtilizes an increased number of credit riggasure categories and risk weights, and
also addresses: (i) a proposed alternative staradameditworthiness consistent with Section 9394he Dodd-Frank Act; (i) revisions to
recognition of credit risk mitigation; (iii) rulder risk weighting of equity exposures and past hams; (iv) revised capital treatment for
derivatives and repo-style transactions; and (sgldsure requirements for top-tier banking orgarona with $50 billion or more in total
assets that are not subject to the “advance approées” that apply to banks with greater than $B8Bn in consolidated assets.

Effects of Inflation

Inflation has some impact on Customers Bansgperating costs. Unlike many industrial compariiesvever, substantially all of Custom
Bancorp’s assets and liabilities are monetary tnnga As a result, interest rates have a morefgignt impact on Customers Bancorp’s
performance than the general level of inflatione©short periods of time, interest rates may noeasarily move in the same direction or in
the same magnitude as prices of goods and services.

Effect of Government Monetary Policies

The earnings of Customers Bancorp are and willffeet@d by domestic economic conditions and the etemy and fiscal policies of the
United States government and its agencies. An itapbfunction of the Federal Reserve Board is tulae the money supply and interest
rates. Among the instruments used to implementtiobgectives are open market operations in UnitateS government securities and
changes in reserve requirements against memberdeguusits. These instruments are used in varyintgbgmtions to influence overall
growth and distribution of bank loans, investmeaty] deposits, and their use may also affect ciitesged on loans or paid for deposits.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

At September 30, 2012, there have been no matérgaiges in the information disclosed under “Quatiti¢ and Qualitative Disclosures
About Market Risk” included within Customers Bangsr2011 Form 10-K.

Item 4. Controls and Procedures

As of the end of the period covered by this repBustomers Bancorp carried out an evaluation, utidesupervision and with the
participation of Customers Bancorp’s managementuding Customers BancopCThief Executive Officer and Chief Financial Offic of the
effectiveness of the design and operation of CusterBancorps disclosure controls and procedures as definednathé Exchange Act Rule
13a-15(e) and 15d-15(e). Based upon the evaludtierChief Executive Officer and Chief Financiafi©ér concluded that Customers
Bancorp’s disclosure controls and procedures wieetese at September 30, 2012.

During the quarter ended September 30, 2012, tieare been no changes in the Bancorp’s internata@omter financial reporting that have
materially affected, or are reasonably likely tatenally affect, the Bancorp’s internal control omancial reporting.
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Part Il. OTHER INFORMATION
Item 1. Legal Proceedings

Although from time to time, Customers Bancorp igoived in various legal proceedings in the nornwalrse of business there are no material
legal proceedings to which it is a party or to vihiicis subject.

Item 1A. Risk Factors

In addition to the other information set forth imst Quarterly Report, you should carefully consitter factors discussed in “Risk Factors”
included within the 2011 Form 10-K. The risks désed in the 2011 Form 10-K are not the only risksifig us. Additional risks and
uncertainties not currently known to us or thatouerently deem to be immaterial also may materiatlyersely affect our business, financial
condition and/or operating results. There have meematerial changes in our risk factors from thadiselosed in the 2011 Form XOreferrec
to above.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

During the nine months ended September 30, 20&B#mcorp granted to certain officers, directors amployees options to purchase an
aggregate of 31,668 shares of the Bancorp’s conmstumk under the 2010 Stock Option Plan and resttistock units to acquire 517,186
shares of its common stock under the Amended asthieel 2004 Incentive Equity and Deferred Compés&tian and the Bonus
Recognition and Retention Program. The Bancorpivedeno consideration for these awards. The Banbeligves that these awards were
subject to the registration requirements of Seciiaf the Securities Act, as amended (the “Seesrifict”), as the issuance without payment
of any consideration therefore does not constautsale” under Section 2(3) of the Securities Adte Bancorp also believes these issuances
would be exempt under Section 4(2) of the Secsriiet as transactions by an issuer not involvipgiblic offering with no advertising or
general solicitation being employed.

Item 3. Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosures

Not applicable

Iltem 5. Other Information
None.
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Iltem 6.

Exhibit

No.

2.1

3.1

3.2

3.3

10.1

10.2

10.3

10.4

10.5

31.1.
31.2.
32.1.

32.2.

101

101.INS
101.SCF
101.CAL
101.LAB
101.PRE
101.DEF

Exhibits

Description

Agreement and Plan of Merger, dated as of Augus2Q02, by and between Customers Bancorp, IncCin8 Bancorp, Inc.,
incorporated by reference to Exhibit 2.1 to thetGomers Bancorp Form-K filed with the SEC on August 10, 20.

Amended and Restated Articles of Incorporation e$tGmers Bancorp, incorporated by reference tolitxBil to the
Customers Banco’'s Form &K filed with the SEC on April 30, 201

Amended and Restated Bylaws of Customers Banawcprporated by reference to Exhibit 3.2 to the Gue&trs Bancorp’s
Form &K filed with the SEC on April 30, 201

Articles of Amendment to the Amended and Restatditlas of Incorporation of Customers Bancorp, mpayated by
reference to Exhibit 3.1 to the Customers Bancam=-K filed with the SEC on July 2, 201

Form of Voting Agreement entered into with the was directors and executive officers of CMS Bangcbp., incorporated k
reference to Exhibit 2.1 to the Customers Bancam=-K filed with the SEC on August 10, 20

Form of Stock Purchase Agreement used in CustoBaasorp’s July and August 2012 private placememoting common
stock, incorporated by reference to Exhibit 4.8® Customers Bancorp Forr-K filed with the SEC on October 22, 20

Stock Purchase Agreement, dated as of August 112, 24y and between Customers Bancorp, Inc. and=Bidnce Investment
Fund, L.P., incorporated by reference to Exhil8tt.the Customers Bancorp Form 8-K filed with 8&C on October 22,
2012

Securities Purchase Agreement, dated as of Septemp2012, by and among the Corporation and thehasers party
thereto, incorporated by reference to Exhibit 16.Customers Banca’'s Form K filed with the SEC on September 17, 2(

Registration Rights Agreement, dated as of Septedvbe2012, by and among the Corporation and thehasers party
thereto, incorporated by reference to Exhibit 16.Zustomers Banca’'s Form K filed with the SEC on September 17, 2(

Certification of the Chief Executive Officer Pursiido Exchange Act Rule 1-14(a) or Rule15-14(a)
Certification of the Chief Financial Officer Pursudo Exchange Act Rule 1-14(a) or Rulel15-14(a)

Certification of the Chief Executive Officer Pursiiao 18 U.S.C. Section 1350, as Adopted PursuaSettion 906 of
Sarbane-Oxley Act of 200z

Certification of the Chief Financial Officer Pursudo 18 U.S.C. Section 1350, as Adopted PursuaStttion 906 of
Sarbane-Oxley Act of 200z

The Exhibits furnished* as part of this report asefollows:
XBRL Instance Document.

XBRL Taxonomy Extension Schema Documel

XBRL Taxonomy Extension Calculation Linkbase Docutiie
XBRL Taxonomy Extension Label Linkbase Documel
XBRL Taxonomy Extension Presentation Linkbase Doeniri
XBRL Taxonomy Extension Definitions Linkbase Docurhé&

* These interactive data files are being filed ag pf this Report, and, in accordance with Rul2 dDRegulation S-T, shall not be deemed
filed for purposes of Section 11 or 12 of the Siims Act of 1933, as amended, or Section 18 of3beurities Exchange Act of 1934, as
amended, or otherwise subject to liability understhsections
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SIGNATURES

Pursuant to the requirements of the Section 13()lof the Securities Exchange Act of 1934, thggsteant has duly caused the report
to be signed on its behalf by the undersignedetin duly caused this authorized.

November 14, 201

November 14, 201

Customers Bancorp, Inc.

By: /s/Jay S. Sidhu

Name Jay S. Sidhi

Title: Chairman and Chief Executive Officer
(Principal Executive Officer

Customers Bancorp, Inc.

By: /s/ James D. Hogan

Name James D. Hoga

Title: Chief Financial Officer
(Principal Financial Officer
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Exhibit Index
Agreement and Plan of Merger, dated as of Augus2@02, by and between Customers Bancorp, IncC8 Bancorp, Inc.,
incorporated by reference to Exhibit 2.1 to thetGuers Bancorp Form-K filed with the SEC on August 10, 20.

Amended and Restated Articles of Incorporation v§t@mers Bancorp, incorporated by reference tol#ixBil to the
Customers Banco’'s Form K filed with the SEC on April 30, 201

Amended and Restated Bylaws of Customers Banawcprporated by reference to Exhibit 3.2 to the Gus&trs Bancorp’s
Form &K filed with the SEC on April 30, 201

Articles of Amendment to the Amended and Restatditlas of Incorporation of Customers Bancorp, mpayated by
reference to Exhibit 3.1 to the Customers Bancam=-K filed with the SEC on July 2, 201

Form of Voting Agreement entered into with the was directors and executive officers of CMS Bangctnp., incorporated t
reference to Exhibit 2.1 to the Customers Bancamqm=-K filed with the SEC on August 10, 20

Form of Stock Purchase Agreement used in CustoBeamsorp’s July and August 2012 private placememoting common
stock, incorporated by reference to Exhibit 4.8 Customers Bancorp Forr-K filed with the SEC on October 22, 20

Stock Purchase Agreement, dated as of August 112, 2y and between Customers Bancorp, Inc. and=Bidnce Investment
Fund, L.P., incorporated by reference to Exhit8tt.the Customers Bancorp Form 8-K filed with 8C on October 22,
2012

Securities Purchase Agreement, dated as of Septemp2012, by and among the Corporation and thehasers party
thereto, incorporated by reference to Exhibit 16.Customers Bancc's Form K filed with the SEC on September 17, 2(

Registration Rights Agreement, dated as of Septedhe2012, by and among the Corporation and thehaisers party
thereto, incorporated by reference to Exhibit 16.Zustomers Bancc's Form K filed with the SEC on September 17, 2(

Certification of the Chief Executive Officer Pursiido Exchange Act Rule 1-14(a) or Rule15-14(a)
Certification of the Chief Financial Officer Pursudo Exchange Act Rule 1-14(a) or Rulel5-14(a)

Certification of the Chief Executive Officer Pursiido 18 U.S.C. Section 1350, as Adopted Pursuafettion 906 of
Sarbane-Oxley Act of 2002

Certification of the Chief Financial Officer Pursudo 18 U.S.C. Section 1350, as Adopted Pursuagsettion 906 of
Sarbane-Oxley Act of 2002

The Exhibits furnished* as part of this report asgfollows:

XBRL Instance Document.

XBRL Taxonomy Extension Schema Documel

XBRL Taxonomy Extension Calculation Linkbase Docuntrfe
XBRL Taxonomy Extension Label Linkbase Documel
XBRL Taxonomy Extension Presentation Linkbase Doeniri
XBRL Taxonomy Extension Definitions Linkbase Docurh&

* These interactive data files are being filed ag pf this Report, and, in accordance with Rulg dDRegulation S-T, shall not be deemed
filed for purposes of Section 11 or 12 of the Siias Act of 1933, as amended, or Section 18 of3beurities Exchange Act of 1934, as
amended, or otherwise subject to liability understhsections
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Exhibit 31.1

CERTIFICATION PURSUANT TO
RULES 13a-14(a) / 15d-14(a) UNDER THE SECURITIES EXHANGE ACT OF 1934, AS AMENDED

I, Jay S. Sidhu, certify that:
1. I have reviewed this Quarterly Report on Fori-Q of Customers Bancorp, In

Based on my knowledge, this report does notaiorny untrue statement of a material fact or eméttate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

3. Based on my knowledge, the financial statemems,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(
this report;

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures
(as defined in Exchange Act Rules-15(e) and 15-15(e)) for the registrant and ha

(@) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Evaluated the effectiveness of the registradislosure controls and procedures and presentgilsi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

(c) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5.  The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardioéctors (or persons performing
the equivalent functions

(@) All significant deficiencies and material weakses in the design or operation of internal céoptrer financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin

/s/ Jay S. Sidhu

Jay S. Sidhu

Chairman and Chief Executive Officer
(Principal Executive Officer

Date: November 14, 201



Exhibit 31.2

CERTIFICATION PURSUANT TO
RULES 13a-14(a) / 15d-14(a) UNDER THE SECURITIES EXHANGE ACT OF 1934, AS AMENDED

I, James D. Hogan, certify that:

1.
2.

(@)

(b)

()

(@)
(b)

I have reviewed this Quarterly Report on For-Q of Customers Bancorp, In

Based on my knowledge, this report does notaiorny untrue statement of a material fact or eméttate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(
this report;

The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures
(as defined in Exchange Act Rules-15(e) and 15-15(e)) for the registrant and ha

Designed such disclosure controls and procsgorecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

Evaluated the effectiveness of the registradisslosure controls and procedures and presentgulsi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

Disclosed in this report any change in thesggnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardioéctors (or persons performing
the equivalent functions

All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin

/sl James D. Hogan

James D. Hogan
Chief Financial Officer
(Principal Financial Officer)

Date: November 14, 201



Exhibit 32.1

Certification Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban&@xley Act of 2002

In connection with the quarterly report of CustomBancorp, Inc. (the “Corporation”) on Form 10-@ flee period ending September 30,
2012, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), I, Jaghu, Chairman and Chief Executive
Officer of the Corporation, certify, pursuant to W8S.C. §1350, as adopted pursuant to §906 of dileaBes-Oxley Act of 2002, that to the

best of my knowledge and belief:
(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgfeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of
Corporation.

Date: November 14, 2012 /sl Jay S. Sidhu
Jay S. Sidhu, Chairman and Chief Executiv¢

Officer
(Principal Executive Officer)




Exhibit 32.2

Certification Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban&@xley Act of 2002

In connection with the quarterly report of CustomBancorp, Inc. (the “Corporation”) on Form 10-@ flee period ending September 30,
2012, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), I, Jameblogan, Chief Financial Officer of
the Corporation, certify, pursuant to 18 U.S.C.81,3s adopted pursuant to 8906 of the Sarbaness@xit of 2002, that to the best of my

knowledge and belief:
(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgfeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of
Corporation.

Date: November 14, 2012 /s/ James D. Hogan
James D. Hogan, Chief Financial Officel

(Principal Financial Officer)




