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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

Quarterly report pursuant Section 13 or 15(d) of the Securities Exchange Act of 193
For the quarterly period ended June 30, 2013

[0 Transition report pursuant Section 13 or 15(d) of he Securities Exchange Act of 193

For the transition period from to

333-166225
(Commission File number)

Customers%Bancorp, Inc.

(Exact name of registrant as specified in its chaer)
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1015 Penn Avenue
Suite 103
Wyomissing PA 19610

(Address of principal executive offices)

(610) 933-2000

(Registrant’s telephone number, including area code

N/A

(Former name, former address and former fiscal yearif changed since last report)

Indicate by check mark whether the registrant €l filed all reports required to be filed by Secti8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastfgs. YesX No O

Indicate by check mark whether the registrant lsmstted electronically and posted on its corpo¥bsite, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T during the precediBgribnths (or for such shorter period
that the registrant was required to submit and pash files). YeskX No O

Indicate by check mark whether the registrantlarge 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):

Large accelerated fili O Accelerated filel

Non-accelerated file O (Do not check if a smaller reporting compa Smaller Reporting Compar O
Indicate by check mark whether the registrantsfell company (as defined in Rule 12b-2 of the Bxgje Act) YesO No
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET — UNAUDITED

December 31
June 30,
2013 2012
(dollars in thousands,
except share dat

ASSETS
Cash and due from ban $ 10,726 $ 12,90¢
Interest earning depos 194,95 173,10¢
Cash and cash equivalel 205,68! 186,01t
Investment securities available for sale, at falue 182,31« 129,09:
Loans held for sale (including $1,148,001 and $8,235 of mortgage warehouse loans at fair valudeia¢ 30
2013 and December 31, 2012, respectiv 1,414,94. 1,439,88
Loans receivable not covered under Loss Sharingéygents with the FDI 1,753,65! 1,216,94
Loans receivable covered under Loss Sharing Agratsweth the FDIC 91,61 107,52t
Less: Allowance for loan loss: (28,147) (25,83
Total loans receivable, n 1,817,13 1,298,63
FDIC loss sharing receivah 14,16¢ 12,34
Bank premises and equipment, 10,17( 9,67
Bank-owned life insuranc 67,76: 56,19:
Other real estate owned (2013 $4,362; 2012 $4,408red under Loss Sharing Agreements with the Fl 10,601 8,11«
Goodwill and other intangible 3,68: 3,68¢
Restricted stoc 33,18¢ 30,16:
Accrued interest receivable and other as 33,60" 27,43¢
Total assets $3,793,25¢  $3,201,23.
LIABILITIES AND SHAREHOLDERS ' EQUITY
Liabilities:
Deposits:
Demand, no-interest bearin $ 265,84:. $ 219,68
Interest bearin 2,509,86 2,221,13
Total deposit: 2,775,70! 2,440,811
Federal funds purchas 120,00( 5,00(
Other borrowing: 505,00t 471,00(
Subordinated det 2,00¢ 2,00(
Accrued interest payable and other liabilit 10,77¢ 12,94:
Total liabilities 3,413,48! 2,931,75

Shareholder equity:
Preferred stock, no par value or as set by thedhd®0,000,000 shares authorized; none is 0 0
Common stock, par value $1.00 per share; 200,00G;08res authorized; 24,709,638 shares issued and
24,662,019 outstanding at June 30, 2013 and 18,80%hares issued and 18,459,502 outstanding at

December 31, 201 24,71( 18,50°
Additional paid in capita 305,36 212,09(
Retained earning 53,72¢ 38,31«
Accumulated other comprehensive (loss) ince (3,530 1,06¢
Less: cost of treasury stock; 47,619 shares at30n2013 and December 31, 2( (500 (500

Total shareholde’ equity 379,77 269,47!
Total liabilities and shareholders equity $3,793,25¢  $3,201,23.

See accompanying notes to the unaudited consdlidiat@ncial statements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME — UNAUDITED

Three Months Ended Six Months Ended
June 30, June 30,
2013 2012 2013 2012
(dollars in thousands, except per share ¢

Interest income

Loans held for sal $11,15° $ 1,46¢ $22,04. $ 2,491
Loans receivable, taxable, including ft 19,09¢ 15,88: 35,12¢ 30,48:
Loans receivable, nr-taxable, including fee 97 41 16¢ 55
Investment securities, taxat 1,082 2,21¢ 1,911 5,131
Investment securities, n-taxable 0 21 0 43
Other 114 69 222 134
Total interest incom 31,54¢ 19,70( 59,46¢ 38,33¢
Interest expenst
Deposits 5,13¢ 5,42¢ 10,27: 10,49¢
Federal funds purchas 74 1 79 3
Borrowed funds 33C 10€ 56€ 24C
Subordinated det 17 17 33 35
Total interest expens 5,551 5,54¢ 10,95: 10,77
Net interest incom 25,99: 14,15: 48,51 27,56
Provision for loan losse 4,62( 2,73¢ 5,72( 4,53¢
Net interest income after provision for loan los 21,37: 11,41« 42,797 23,02«
Nor-interest incoms
Deposit fee: 15¢ 117 28¢ 23¢
Mortgage warehouse transactional f 3,86¢ 3,38¢ 7,53¢ 5,48:
Bank-owned life insuranc 567 32: 1,04z 58¢
Gain on sale of investment securit 0 8,79 0 9,00¢
Accretion of FDIC loss sharing receival 2,50¢ 0] 3,722 65E
Gain on sale of loar 35¢ 33¢ 40¢ 33¢
Other 721 27¢ 1,29¢ 665
Total nor-interest incom 8,17¢ 13,23¢ 14,29 16,97(
Nor-interest expens
Salaries and employee bene 8,50¢ 5,59¢ 15,90¢ 11,09t
Occupancy 2,11( 1,84¢ 4,02( 3,22¢
Technology, communications and bank operat 1,061 691 1,90z 1,33¢
Advertising and promotio 40¢ 301 522 57¢
Professional service 1,252 76¢ 1,95¢ 1,65¢
FDIC assessments, taxes, and regulatory 1,05¢ 867 2,40¢ 1,53¢
Other real estate ownt 52t 70¢ 561 81t
Loan workoul 72 54z 74€ 90z
Loss contingenc 0 0 2,00( 0
Stocl-offering expense 0 1,34( 0 1,34(
Other 1,901 1,90 3,35¢ 2,71¢
Total nor-interest expens 16,89" 14,57: 33,37¢ 25,20:
Income before income tax exper 12,65¢ 10,07¢ 23,71t 14,79:
Income tax expens 4,42¢ 3,574 8,30( 5,17
Net income $ 8,22¢ $ 6,50« $1541F $ 9,61¢
Basic earnings per she $ 03¢ $ 057 $ 078 $ 0.8
Diluted earnings per sha 0.3¢ 0.5¢ 0.7¢ 0.8:

See accompanying notes to the unaudited consdlidiatncial statements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME — U NAUDITED

Three Months Ended Six Months Ended
June 30, June 30,
2013 2012 2013 2012
(dollars in thousand:
Net income $8,22¢ $6,50¢ $1541% $9,61¢
Other comprehensive income (los
Unrealized holding gains (losses) on securitiesirsgiduring the perio (5,976 543 (7,069) 62¢
Income tax effec 2,092 (190 2,47¢ (220
Unrealized holding gain on securities transferrednfthe held-to-maturity category int
the availabl-for-sale categor 0 8,50¢ 0 8,50¢
Income tax effec 0 (2,979 0 (2,979
Reclassification adjustment for gains includedetincome 0 (8,797) 0 (9,00€)
Income tax effec 0 3,07¢ 0 3,152
Other comprehensive income (loss), net of (3,889 16€ (4,599 86
Comprehensive income $434: $6,67C $10,82. $9,70:

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

Balance, January 1, 201.
Comprehensive incorr
Shar-basercompensation expen

Balance, June 30, 201

Balance, January 1, 2013

Comprehensive incorr

Shar-basercompensation expen

Public offering of common stock, net of costs of
$5,811

Issuance of common stock under share-based-
compensation arrangemel

Balance, June 30, 201

For the Six Months Ended June 30, 2013 and 20:

Accumulated
Other
Comprehensive

Treasury

Shares of Additional
Common Common Paid in Retained
Stock Stock Capital Earnings Income (Loss) Stock Total
(dollars in thousand:
11,347,68 $11,39" $122,60: $14,49¢ $ (245) $ (500) $147,74¢
9,61¢ 86 9,702
1,26€ 1,26€
11,347,68 $11,39¢ $123,86¢ $24,11: $ (159 $ (500) $158,71¢
Accumulated
Other )
Shares of Additional Comprehensive Treasury
Common Common Paid in Retained
Stock Stock Capital Earnings Income (Loss) Stock Total
(dollars in thousand:
18,459,50 $18,507 $212,09( $38,31: $ 1,06¢ $ (500) $269,47
15,41¢ (4,599 10,82:
1,53¢ 1,53¢
6,179,10. 6,17¢ 91,51 97,69(
23,418 24 22¢ 252
24,662,01 $24,71( $305,36: $53,72¢ $ (3,530 $ (500 $379,77:

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

Six Months Ended June 30

Cash Flows from Operating Activities

Net income

Adjustments to reconcile net income to net caskigen by (used in) operating activitie
Provision for loan losse

Loss contingenc

Provision for depreciation and amortizat

Stoclk-based compensatic

Deferred taxe

Net amortization of investment securities premiwand discount
Gain on sale of investment securit

Gain on sale of loar

Origination/purchase of loans held for s

Proceeds from the sale of loans held for

Net increase in FDIC loss sharing receive

Amortization (accretion) of fair value discoul

Net loss on sales of other real estate ow

Impairment charges on other real estate ov

Change in investment in be-owned life insuranc

(Increase) decrease in accrued interest receiamolother asse
Decrease in accrued interest payable and othetlitlizb

Net Cash Provided by (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 adlaifar sale
Purchases of investment securities available fier

Proceeds from maturities and principal repaymehisvestment securities held to matut

Net increase in loar

Purchase of loan portfoli

Proceeds from sales of SBA lo¢

Purchases of ba-owned life insuranc

Net (purchases of) proceeds from restricted s
Reimbursements from the FDIC on loss sharing ageets
Purchases of bank premises and equipt
Proceeds from sales of other real estate o

Net Cash Used In Investing Activities

Cash Flows from Financing Activities

Net increase in deposi

Net increase (decrease) in si-term borrowed fund
Proceeds from FHLB borrowing

Net proceeds from stock offerit

Net Cash Provided by Financing Activities

Net Increase in Cash and Cash Equivalent
Cash and Cash Equivalent- Beginning

Cash and Cash Equivalents - 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

See accompanying notes to the unaudited consdlidiatncial statements.
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2013

2012

(dollars in thousand:

$ 1541 $  961¢
5,72( 4,53¢
2,00( 0
1,27¢ 687
1,53¢ 1,26¢

1 18¢

22¢ 192

0 (9,006)

(40¢) (339
(12,445,16) (1,359,671
12,467,41 1,251,14
(4,815) (747)
(279 46
18C 601

13 0
(1,049 (632)
(3,497) 471
(1,919 (3,185
36,67¢ (104,839
9,25: 23,54

0 306,61
(69,770) (108,249
0 50,96¢
(377,60) (312,629
(155,30f) 0
3,90( 3,68¢
(10,46%) (10,000
(3,025) 1,69:
3,12¢ 1,44;
(1,344 (1,55¢)
2,59¢ 4,02z
(598,63 (40,469)
334,93 346,78
99,00( (153,000
50,00 0
97,69( 0
581,62 193,78
19,66¢ 48 48:
186,01 73,57
$ 205,68t $ 122,05
$ 10,95 $ 10,91
5,57+ 4,85¢

$ 5,421 $ 4,941
0 268,67
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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 RESENTATION

Customers Bancorp, Inc. (the “Bancorp” or “Custosri®@ancorp”) is a Pennsylvania corporation formed\pril 7, 2010 to facilitate the
reorganization of Customers Bank (the “Bank” or $mers Bank”) into a bank holding company struetlihe reorganization was
completed on September 17, 2011.

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 statentermnd pursuant to the rules and regulations oSt#wurities and Exchange Commission
(“SEC”) for interim reporting. Certain informaticand note disclosures normally included in annudricial 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 opiniomafnagement, necessary for fair statement of ghdtseof interim periods presented. Certain
amounts reported in the 2012 consolidated finarste&ements have been reclassified to conformet@@13 presentation. These
reclassifications did not significantly impact tBancorp’s financial position or results of operato

The accounting policies of Customers Bancorp, &mcl Subsidiaries, as applied in the consolidatetim financial statements presented
herein, are substantially the same as those follamean annual basis as disclosed on pages 85gth@8iof Customers’ Annual Report on
Form 10K for the fiscal year ended December 31, 201 $iggested that these financial statements barreamjunction with the financi:
statements and the notes thereto included in thstlkorm 10-K.

Operating results for the three and six-month pisriended June 30, 2013 are not necessarily indicatithe results that may be expected for
the year ended December 31, 2013.

The Bancorp evaluated its June 30, 2013 consotidatancial statements for subsequent events thrdug date the financial statements w
issued. The Bancorp is not aware of any additisnbsequent events which would require recognitiodistlosure in the financial statemei

NOTE 2 — ACQUISITION ACTIVITY
CMS Bancorp Acquisition

Effective as of April 22, 2013, the Bancorp enteirdd an Amendment to the Agreement and Plan ofgeie(‘Amendment”) to that certain
Agreement and Plan of Merger, dated as of Augus2Q02 (“Merger Agreement”), by and between thedap and CMS Bancorp, Inc.
(“CMS").

The Amendment extended from April 30, 2013 to Delsen81, 2013 the initial date at which, if the mesrgf CMS with and into the Bancc
pursuant to the Merger Agreement, as amended,diadased, either the Bancorp or CMS may termitia¢eAgreement, subject to the
termination date being extended until March 31,£20dder certain specified circumstances.

The Amendment also updated the definitions of “CW&uation” and “Customers Valuation,” establishthg valuation date for book value
as of March 31, 2013. The exchange ratio will ranfiaied for the pendency of the transaction, usirgmultiples of 0.95x for CMS common
equity, and 1.25x for Customers common equity fmppses of calculating the exchange ratio.

Other key terms agreed to by the Bancorp and CMigutine Amendment provided for:

. CMS’s ability to have terminated the Merger Agreameas amended, exercisable at any time after Nag@13, if either (i) the
Bancorp had not made an investment in CMS of $illiomof CMS Preferred Stock, or (ii) the Bancaapd CMS had not agreed upon
the terms of a $2.0 million senior secured lendawility that the Bancorp will have made availatleCMS;

. the Bancor’'s payment of $300,000 to CMS as partial reimburserite merge-related expenses incurred as of March 31, 2013

. the Bancorp to pay to CMS a termination fee of $illion in the event the Merger Agreement, as adeeh is terminated under certain
provisions primarily relating to failure to consurata the Parent Merger due to -receipt of required government approv:

. On May 22, 2013, the Bancorp purchased $1.5 mifligB00 shares) of CMS Series A Noncumulative Regbéreferred
Stock, satisfying the first obligation listed abo

. On April 23, 2013, the Bancorp paid to CMS $300,3#isfying the second obligation listed abc
8
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Acacia Federal Savings Bank Acquisit

On April 4, 2013, Customers Bancorp, Inc., Acadi® lnsurance Company (“Acacia”) and Ameritas Lifisurance Corp. (together with
Acacia, “Sellers”) announced their mutual decisidume to delays in the receipt of regulatory applgvaot to extend the term of that certain
Stock Purchase Agreement, dated as of June 20, a6H2nended by those certain Amendment to StoahBse Agreement, dated as of
December 18, 2012, Amendment No. 2 to Stock Puechgseement dated as of January 30, 2013, and AmemidNo. 3 to Stock Purchase
Agreement dated as of February 28, 2013, by andhgriite Company and Sellers (the “Purchase Agreémémitead, on April 4, 2013, the
parties entered into a Termination and Non-René&gatement to terminate the Purchase Agreementlanttansactions contemplated
thereby (the “Termination Agreement”). Each pariif laear its own costs and expenses in connectiitim tive terminated transaction, without
penalties. The parties mutually agreed that thaitetion was in each company’s best interest. Qesased to the acquisition have been
expensed.

New England Commercial Lending Acquisit

On March 28, 2013, Customers Bank completed thehaise of certain commercial loans from MichiganebasSlagstar Bank. Under the
terms of the agreement, Customers Bank acquire®.$18illion in commercial loan commitments, of wii$155.1 million has been drawn
the date of acquisition. Also, as part of the agrest, Customers Bank assumed the leases for thlagétar's commercial lending offices in
New England. The purchase price was 98.7% of loatstanding

NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES
Purchased Loans

The Bancorp believes that the varying circumstaniceer which it purchases loans and the diversktguaé loans purchased should drive
decision as to whether or not loans in a portfshiould be deemed to be purchased-credit-impaigatsI¢'PCI” loans). Therefore, loan
acquisitions are and will be evaluated on a casedsg basis to determine the appropriate accoutmgagmnent. Loans acquired that do not
have evidence of credit deterioration at the pusetdate are and will be accounted for in accordauteASC 310-20Nonrefundable Fees
and Other Costsand loans acquired with evidence of credit detation since origination and for which it is probalthat all contractually
required payments will not be collected are andl lvélaccounted for in accordance with ASC 310L3@ns and Debt Securities Acquired
with Deteriorated Credit Quality.

Loans that are purchased that do not have evidena# credit deterioration

Purchased performing loans are recorded at fairevahd include credit and interest rate marks &s®gocwith acquisition accounting
adjustments, as accounted for under the contracashl flow method of accounting. The fair valueuatipent is accreted as an adjustment to
yield over the estimated contractual lives of thenis. There is no allowance for loan losses estedli at the acquisition date for the acqu
performing loans. A provision for loan losses isaieled for any credit deterioration in these losuissequent to acquisition.

Loans that are purchased that have evidence of crédleterioration since origination and for which it is probable that all
contractually required payments will not be colleced

For purchases of this type of loan, evidence ofril@tated credit quality may include past-due and-accrual status, borrower credit scores
and recent loan-to-value percentages.

The fair value of loans with evidence of credited@dration is recorded net of a nonaccretable wiffee and, if appropriate, an accretable
yield. The difference between contractually reqdiipayments at acquisition and the cash flows ergect be collected at acquisition is-
nonaccretable difference, which is not includethim carrying amount of acquired loans. Subsequeatquisition, estimates of cash flows
expected to be collected are updated each reparéirigd based on updated assumptions regardingltiedites, loss severities, and other
factors that are reflective of current market ctinds. Subsequent decreases to the expected oashwlill generally result in a provision for
loan losses. Subsequent increases in cash flowl e reversal of the provision for loan losseshe extent of prior charges, or a
reclassification of the difference from nonaccrégab accretable with a positive impact on accretibinterest income in future periods.
Further, any excess of cash flows expected at sitigui over the estimated fair value is referredsdhe accretable yield and is recognized in
interest income over the remaining life of the ledren there is a reasonable expectation abouttiogiat and timing of those cash flows.

PClI loans acquired in the same fiscal quarter neagidgregated into one or more pools, providedttieatoans have common risk
characteristics. A pool is then accounted for amgle asset with a single composite interestaattan aggregate expectation of cash flows.
On a quarterly basis, the Bank re-estimates tla ¢ash flows (both principal and interest) expédtebe collected over the remaining life of
each pool. These estimates incorporate assumpggasding default rates, loss severities, the atsoamd timing of prepayments and other
factors that reflect then-current market conditidhthe timing and/or amounts of expected castvdlon PCI loans were determined not to be
reasonably estimable, no interest would be accaatedhe loans would be reported as non-accruak|deowever, when the timing and
amounts of expected cash flows for PCI loans asaably estimable, interest is being accretedtamtbans are being reported as
performing loans.
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Recently Issued Accounting Standards

In January, 2013, the Financial Accounting Stansi&dard (“FASB”) issued Accounting Standard Upda#sU”) 2013-01,Clarifying the
Scope of Disclosures about Offsetting Assets aadillties, to clarify that the scope of ASU 2011-11 apptieslerivatives accounted for in
accordance with Topic 815, Derivatives and Hedgimgjuding bifurcated embedded derivatives, repasehagreements and reverse
repurchase agreements, and securities borrowingendities lending transactions that are eithisebin accordance with relevant
accounting guidance or subject to an enforceabkanaetting arrangement or similar agreemditte guidance in this ASU was effective
the first interim or annual period beginning orafter January 1, 2013 (the same effective datd & 2011-11) and is to be applied
retrospectively. SENOTE 13 — DISCLOSURES ABOUT OFFSETTING ASSETS ANDLIABILITIES” for the required disclosures.

In October, 2012, the FASB issued ASU 201286siness Combinations (Topic 805): Subsequent Aticoufor an Indemnification Asset
Recognized at the Acquisition Date as a Result@daernmer-Assisted Acquisition of a Financial Institutiondansensus of the FASB
Emerging Issues Task ForcThis ASU requires an entity to subsequently accéamthe change in the measurement of the indenatitin
asset on the same basis as the change in the sisisitst to indemnification. The amendments in &) were effective for the first interim
periods or annual period beginning on or after Damer 15, 2012 and are to be applied prospectivalgption of this ASU has not had a
significant impact on the Bancorp’s results of @piens or financial position.

In February, 2013, the FASB issued ASU 2013-B2porting of Amounts Reclassified Out of Accutadl®ther Comprehensive Income,
which adds new disclosure requirements for iterokassified out of accumulated other comprehensigerne (“AOCI”). The ASU requires
entities to disclose additional information abcetlassification adjustments, including (1) changesccumulated other comprehensive
income balances by component and (2) significamdt reclassified out of AOCI. The new disclosugpieements were effective for fiscal
years and interim periods beginning after Decembe2012 for public companies. S‘NOTE 4 — CHANGES IN ACCUMULATED
OTHER COMPREHENSIVE INCOME BY COMPONENT” for the required disclosures.

NOTE 4 — CHANGES IN ACCUMULATED OTHER COMPREHENSIVE INCOME BY COMPONENT (a)

Unrealized Gains
and Losses on
Available-for-Sale

Securities
(dollars in thousand
Beginning balanc- April 1, 2013 $ 354
Other comprehensive loss before reclassificat (3,889
Amounts reclassified from accumulated other
comprehensive incon 0
Net currer-period other comprehensive Ic (3,889
Ending balanc- June 30, 201 $ (3,530
Unrealized Gains
and Losses on
Available-for-Sale
Securities
(dollars in thousand
Beginning balanc- January 1, 201 $ 1,06¢
Other comprehensive loss before reclassificat (4,599
Amounts reclassified from accumulated other
comprehensive incon 0
Net currer-period other comprehensive Ic (4,599
Ending balanc- June 30, 201 $ (3,530

(@) All amounts are net of tax. Amounts in parenthéséigate debits

10
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NOTE 5 — EARNINGS PER SHARE

The following are the components and results oBaecorp’s earnings per share calculation for #rgogds presented:

Three Months Ended Six Months Ended
June 30, June 30,
2013 2012 2013 2012
(dollars in thousands, except per share ¢
Net income allocated to common shareholt $ 8,22¢ $ 6,50~ $ 15,41 $ 9,61¢
Weighted-average number of common shares -
basic 21,266,90 11,347,68 19,876,77 11,347,68
Shar+-based compensation pla 398,22¢ 188,67: 342,01¢ 183,85¢
Warrants 189,51¢ 102,71. 172,73: 100,80¢
Weighted-average number of common shares
diluted 21,854,64 11,639,06 20,391,53 11,632,35
Basic earnings per she $ 0.3¢ $ 0.57 $ 0.7¢ $ 0.8t
Diluted earnings per sha $ 0.3¢ $ 0.5¢€ $ 0.7¢ $ 0.8¢2

The following is a summary of securities that coptdentially dilute basic earnings per share infthare that were not included in the
computation of diluted earnings per share becaude so would have been anti-dilutive for the pesipresented:

Three Months Ended June 30 Six Months Ended June 30

2013 2012 2013 2012
Weighted average a-dilutive securities
Shar+-based compensation awa 55,56 1,590,16: 81,57: 1,594,971
Warrants 118,74! 567,32¢ 118,74 569,23.
Total ant-dilutive securities 174,30t 2,157,49 200,31 2,164,20!

NOTE 6 — 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 ratesddts decision to postpone its initial public offey of stock, the Bancorp decided to proceed

with this reclassification to provide liquidity. Bccordance with regulatory and accounting requergs) the Bancorp is prohibited from
classifying security purchases as held to matdoitya period of two years.

The amortized cost and approximate fair value eéstment securities as of June 30, 2013 and Deae®ih2012 are summarized as follo

June 30, 201¢
Gross Gross
Unrealized Unrealized
Amortized
Cost Gains Losses Fair Value
(dollars in thousands

Availablefor Sale:
Mortgage-backed securities (; $162,73¢ $ 37 $ (5,437 $157,34:
Corporate note 25,00( 65 (100 24,96¢
Equities 6 0 0 6

$187,740 $ 10z  $ (5539  $182,31

(1) Includes privat-label securities with an aggregate amortized cb$661 and an aggregate fair value of $£
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December 31, 201,

Gross Gross
Unrealized Unrealizec
Amortized
Cost Gains Losses Fair Value
(dollars in thousand:
Availablefor Sale:
Mortgagebacked securities (; $102,44¢ $ 1,79t $ (109 $104,13!
Corporate note 25,00( 89 (1379 24,95:
Equities 6 0 0 6
$127,45! $ 1,88¢ $ (246 $129,09:

(1) Includes privat-label securities with an aggregate amortized cb$629 and an aggregate fair value of $€

The following table shows proceeds from the salawaifilable-for-sale investment securities and ggasss and gross losses realized on those
sales for the three and six months ended June03@, &nd 2012:

Three months ended June 3( Six months ended June 3(
2013 2012 201¢ 2012
(dollars in thousands
Proceeds from sale of availa-for-sale securitie $0 $ 257,64! $0 $ 306,61
Gross gain: $0 $ 8,791 $0 $ 9,00¢
Gross losse _ 0 0 _ 0 0
Net gains $0 $ 8,79i $0 $ 9,00¢

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

The following table shows available-for-sale dedtigities by stated maturity. Debt securities bddikg mortgages have expected maturities
that differ from contractual maturities becausertmers have the right to call or prepay and arexefore, classified separately with no
specific maturity date:

June 30, 201:
Amortized Fair
Cost Value
(dollars in thousand:

Due in one year or le: $ 0 $ 0
Due after one year through five ye. 25,00( 24,96¢
Due after five years through ten ye 0 0
Due after ten yeal 0 0
Mortgagebacked securitie 162,73! 157,34:
Total debt securitie $187,73¢ $182,30¢

The Bancorp’s investments’ gross unrealized loasesfair value, aggregated by investment categodylength of time that individual
securities have been in a continuous unrealizesigosition, at June 30, 2013 and December 31, 2@t as follows:

June 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 $155,12: $ (5419 $ 32 $ (14) $155,44° $ (5,43
Corporate note 4,917 (88) 4,98¢ (12 9,90( (200
Total $160,03¢ $(5507) $ 5311 $ (26) $165,34° $ (5,537

12
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December 31, 201

Less Than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealizec
Fair Value Losses Fair Value Losses Fair Value Losses
(dollars in thousand:
Availablefor Sale:
Mortgage-backed securitie $569 $ (87 $ 42¢ $ (22 $ 6,12« $ (109
Corporate note 0 0 9,86: (137 9,86: (137)
Total $ 569 $ (87 $10,29° $ (159 $1598 $ (246

At June 30, 2013, there were 20 available-for-salestment securities in the less-than-twelve-maatiegory and seven available-for-sale
investment securities in the twelve-month-or-mategory. At December 31, 2012, there were two akHor-sale investment securities in
the less-than-twelve-month category and eight alsktfor-sale investment securities in the twelanath-or-more category. In managemsent’
opinion, the unrealized losses reflect primarilarges in interest rates due to changes in ecormnititions and the liquidity of the market,
and not credit quality. In addition, the Bancorgslmot believe that it will be more likely than rloat the Bancorp will be required to sell the

securities prior to maturity or market-price recgve

During June 2012, Moody’s downgraded all five cogte bonds in the Bancorp’s portfolio. This dowrgravas 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 bondsicoatto pay their scheduled interest paymentsroa.tNo additional downgrades are
anticipated at this time. The holdings are alhia financial services industry and all issuersvegl capitalized.

At June 30, 2013 and December 31, 2012, Custoneank Bad pledged investment securities aggregafif§.8 million and $103.5 million,

respectively, as collateral for borrowings from EeLB.

NOTE 7 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES
The composition of net loans receivable was asi!

Constructior
Commercial real esta
Commercial and industri;
Residential real esta
Manufactured housin
Total loans receivableoveredunder FDIC loss sharing

agreements (1
Constructior
Commercial real esta
Commercial and industri;
Mortgage warehous
Manufactured housin
Residential real esta
Consume

Total loans receivableot coveredunder FDIC loss sharing
agreement
Total loans receivabl
Deferred (fees) costs, n
Allowance for loan losse
Loans receivable, ni

December 31

June 30,
2013 2012
(dollars in thousand:

$ 25,76¢ $ 27,79
35,90: 44,90:
7,22¢ 11,15¢
19,21 19,95:
3,50¢ 3,72¢
91,61« 107,52¢
33,45¢ 28,89
1,255,48 835,48t
189,01 75,11¢
7,56( 9,56¢
145,92 154,70:
120,78: 109,43(
1,80¢ 2,061
1,754,03 1,215,26.
1,845,64. 1,322,78
(372) 1,67¢
(28,147 (25,83
$1,817,13 $1,298,63

(1) Loans that were acquired in two FDIC-assistadgactions and are covered under loss sharingagrés with the FDIC are referred to

as“covered” loans throughout these financial stateme
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Customers Bank takes advantage of Federal Home Baak (“FHLB”) programs for overnight and term bmwings. Under the terms of a
blanket collateral agreement, advances from theB-Bile collateralized by qualifying first-mortgagehs.

Non-Covered Nonaccrual Loans and Loans Past Due
The following tables summarizeon-coveredloans, by class:

June 30, 201¢
Greater Total Past
3C-89 Days Than Non- PCI Total
Past Due (1 90 Days (1 Due (1) Accrual Current (2) Loans (5) Loans (4)
(dollars in thousand:
Commercial and industri $ 0 $ 0O $ 0O $ 50C $ 186,055 $ 2,45¢ $ 189,01
Commercial real esta 341 0 341 14,29¢ 1,199,233 41,60¢ 1,255,48
Constructior 0 0 0 2,61: 30,07 774 33,45¢
Residential real esta 307 0 307 951 108,67« 10,85( 120,78:
Consume 1 0 1 5€ 1,30¢ 443 1,80¢
Mortgage warehous 0 0 0 0 7,56( 0 7,56(
Manufactured housing (: 6,38¢ 2,43¢ 8,82: 1,152 130,44 5,50¢ 145,92°
Total $ 7037 $ 243 $947: $19,56¢ $1,663,35 $61,63¢ $1,754,03!
December 31, 201,
Greater Total Past
3C-89 Days Than Non- PCI Total
Past Due (1 90 Days (1 Due (1) Accrual Current (2) Loans (5) Loans (4)
(dollars in thousand:
Commercial and industrii $ 38 $ 0 $ 38 $ 28 $ 72,71F $2077 $ 7511¢
Commercial real esta 1,43 0 1,43 17,77( 770,50¢ 45,77 835,48t
Constructior 0 0 0 2,42: 25,02 1,452 28,891
Residential real esta 381 0 381 1,66¢ 95,39¢ 11,98 109,43(
Consume 0 0 0 56 1,48¢ 51¢ 2,061
Mortgage warehous 0 0 0 0 9,56¢ 0 9,56¢
Manufactured housing (: 9,234 1,96¢ 11,20( 141 135,92« 7,43¢ 154,70:
Total $ 11,09 $ 1,966 $13,05¢ $22,34° $1,110,61 $69,24: $1,215,26;

(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 become-days or more delinquer

(4) Loans exclude deferred costs and fi

(5) PClloans that were aggregated into pools eceunted for as a single asset with a single coitgivderest rate and an aggregate
expectation of cash flows, the past due statuseopbols, or that of the individual loans withir ghools, is not meaningful. Because we
recognize interest income on each pool of loares; #re all considered to be performing. PCI lo&as &re not in pools accrete interest

when the timing and amount of their expected chshsf are reasonably estimable, and being repogguadorming loans
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Covered Nonaccrual Loans and Loans Past Due
The following tables summariz®mveredloans, by class:

June 30, 201
Greater Than
Total Past
3C-89 Days 90 Days Non- Current PCI Total
Past Due (1 Past Due (1) Due (1) Accrual (2)(3) Loans (5) Loans (4)

(dollars in thousand:

Commercial and industri; $ 0 $ 0 $ 0 $ 53 $ 4,47( $ 2,70 $ 7,22¢
Commercial real esta 0 0 0 3,267 16,20¢ 16,42¢ 35,90!
Constructior 0 0 0 4,05k 5,92¢ 15,79( 25,76¢
Residential real esta 297 0 297 564 14,08: 4.27( 19,21:
Manufactured housin 52 0 52 41 3,357 6C 3,50¢
Total $ 34¢ $ 0 $ 34¢ $ 7,98( $44,03% $39,24¢ $ 91,61«

December 31, 201,

Greater Than
Total Pas!
3C-89 Days 90 Days Non- Current PCI Total
Past Due (1 Past Due (1) Due (1) Accrual (2)(3) Loans (5) Loans (4)
(dollars in thousand:

Commercial and industri; $ 22C $ 0 $ 22C $ 10C $ 8,40« $ 2,42¢ $ 11,15
Commercial real esta 0 0 0 3,712 20,85¢ 20,33( 44 ,90:
Constructior 0 0 0 5,24¢ 6,472 16,07¢ 27,79:
Residential real esta 0 0 0 1,35¢ 14,22¢ 4,36¢ 19,95:
Manufactured housin 48 0 48 90 3,527 63 3,72¢
Total $ 26¢ $ 0 $ 26¢ $10,50¢ $53,48¢ $43,26¢ $107,52¢

(1) Loans balances do not include nonaccrual la

(2) Loans receivable that were not identified upon &ition as a loan with credit deterioratic

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

(4) Loans exclude deferred costs and fi

(5) PClloans that were aggregated into pools eceunted for as a single asset with a single coitgwgerest rate and an aggregate
expectation of cash flows, the past due statusepbols, or that of the individual loans withir ghools, is not meaningful. Because we
recognize interest income on each pool of loares; #re all considered to be performing. PCI lo&as &re not in pools accrete interest
when the timing and amount of their expected chshsfare reasonably estimable, and being reposgregorming loans
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Impaired Loan+— Covered and Non-Covered

The following table presents a summary of impalceahs:

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

(1) 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

(1) Also represents the recorded investm

For the Six Months Ended

June 30, 201: June 30, 201¢
Unpaid Average Interest
Principal Related Recorded Income
Balance (1 Allowance Investment Recognize:
(dollars in thousand:
$ 7,97( $ 5,24¢ $ 11€
28,18 24,27 554
5,60¢ 7,07¢ 10
77 10C 0
2,272 2,43¢ 14
2,17 $ 60z 88¢ 63
5,157 1,81¢ 8,09¢ 10%
5,361 1,53: 6,172 3
0 0 45 0
62¢ 327 1,03¢ 2
$ 57,43¢ $ 4,28( $ 55,37( $ 86¢

December 31, 201,

For the Six Months Ended
June 30, 2012

Unpaid Average

Principal Related Recorded
Balance (1 Allowance Investment

(dollars in thousand:

$ 3,84« $ 5,59:¢
26,62¢ 20,32¢
6,58¢ 7,78¢
101 101
3,18¢ 2,131
374 $ 29t 80¢
8,70¢ 2,50¢ 8,95¢
5,11¢ 1,541 7,19¢
10C 14 2C
1,331 27C 82z
$ 55,97¢ $ 4,62t $ 53,74

16
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Troubled Debt Restructurings

At June 30, 2013, there were $9.2 million in loaategorized as troubled debt restructurings (“TDRAd at June 30, 2012, there were $7.7
million in loans categorized as troubled debt resgtirings. All TDRs are considered impaired loanthie calendar year of their restructuring.
In subsequent years, a TDR may cease being ckbsiéi impaired if the loan was modified at a mar&et and has performed according to
the modified terms for at least six months. A Itlaat has been modified at a below-market ratehveilteturned to performing status if it
satisfies the six-month performance requiremenyédwer, it will remain classified as impaired.

Modification of PCI loans that are accounted fothivi loan pools in accordance with the accountiagdards for PCl loans do not result in
the removal of these loans from the pool even iflifications would otherwise be considered a TDRcdxdingly, as each pool is accounted
for as a single asset with a single composite ésterate and an aggregate expectation of cash,flmadifications of loans within such pools
are not TDRs.

The following is an analysis of loans modified itr@ubled debt restructuring by type of concesséwrihe three and six months ended
June 30, 2013 and 2012. There were no modificattwatsinvolved forgiveness of debt.

TDRs in
TDRs in Compliance
Compliance
with Their
with Their Modified
Modified Terms and
Terms and Not
Accruing Accruing
Interest Interest Total
(dollars in thousand:
Three months ended June 30, 201
Extended under forbearan $ 0 $ 0 $ O
Multiple extensions resulting from financial diftikty 0 0 0
Interes-rate reduction 93 91C 1,00:
Total $ 93 $ 91C $1,00:
Six months ended June 30, 201
Extended under forbearan $ 0 $ 0 $ O
Multiple extensions resulting from financial diftikty 0 0 0
Interes-rate reduction 93 1,167 1,26(
Total $ 93 $ 1,167 $1,26(
Three months ended June 30, 201
Extended under forbearan $ 0 $ 0 $ O
Multiple extensions resulting from financial diftikty 47 0 47
Interes-rate reduction 241 0 241
Total $ 28¢ $ 0 $ 28¢
Six months ended June 30, 201
Extended under forbearan $ 0 $ 0 $ O
Multiple extensions resulting from financial diftikty 47 0 47
Interes-rate reduction 26¢€ 0 26¢
Total $ 31k $ 0 $ 31t
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The following table provides, by class, the numiidoans modified in troubled debt restructuringsl ¢he recorded investments and unpaid
principal balances during the three and six moatided June 30, 2013 and 2012.

TDRs in
Compliance
with Their
TDRs in Compliance with Their Modified
Modified Terms and Accruing Terms and Not
Interest Accruing Interest
Number Number
Recorded Recorded
of Loans Investment of Loans Investment
(dollars in thousand:

Three months ended June 30, 201
Commercial and industri:
Commercial real esta
Constructior

Manufactured housin

Residential real esta

Consume

Total

Six months ended June 30, 201
Commercial and industri
Commercial real esta
Constructior

Manufactured housin
Residential real esta

Consume

Total

Three months ended June 30, 201
Commercial and industri;
Commercial real esta
Constructior

Manufactured housin

Residential real esta

Consume

Total

Six months ended June 30, 201
Commercial and industri
Commercial real esta
Constructior

Manufactured housin
Residential real esta

Consume

Total

s
OO0OMmMOOOoO

$ 9LC

=
-
2Qlooco

©»
H
H
®Plo o

oOloocoooo

31t
0
0

$ 31¢

oloococooo [elleNeolololoNe] oloocoooo N/OO~NO OO

ocloococooo

$ 0

At June 30, 2013 and 2012, there were no commitrneriend additional funds to debtors whose teren@tbeen modified in troubled debt
restructuring.

All loans modified in troubled debt restructurirgye 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
was $0 in specific reserves resulting from the @atiof TDR modifications for both the three and sionths ended June 30, 2013 and 2012.
There were no TDRs that defaulted in the threesindhonth periods ended June 30, 2013 and 2012.
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Credit Quality Indicators

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

To facilitate the monitoring of credit quality withthe commercial and industrial, commercial resthte, construction portfolio, and
residential real estate classes, and for purpdsmsadyzing historical loss rates used in the deieation of the allowance for loan losses for
the respective portfolio class, the Bank utilizes following categories of risk ratings: pass/datitory, special mention, substandard, and
doubtful. The risk rating categories, which arevk from standard regulatory rating definitionss assigned upon initial approval of credit
to borrowers and updated periodically thereaftassfsatisfactory ratings, which are assigned tsetforrowers that do not have identified
potential or well defined weaknesses and for whire is a high likelihood of orderly repayment apdated periodically based on the size
and credit characteristics of the borrower. All@thategories are updated on a quarterly basiagithie month preceding the end of the
calendar quarter. While assigning risk ratings ine@e judgment and estimates, the risk rating pmemhtended to permit management to
identify riskier credits in a timely manner andoathte the appropriate resources to managing tims.loa

The Bank assigns a special mention rating to ltlaaishave potential weaknesses that deserve maeagsrolose attention. If left
uncorrected, these potential weaknesses may, a& &duare date, result in the deterioration of thgayment prospects for the loan and the
Bank’s credit position.

The Bank assigns a substandard rating to loansithahadequately protected by the current sourrthvemd paying capacity of the borrower
or of the collateral pledged. Substandard loang el defined weaknesses or weaknesses that pmpdrdize the orderly repayment of the
debt. Loans in this category also are characteligettie distinct possibility that the Bank will $as some loss if the deficiencies noted are
not addressed and corrected.

The Bank assigns a doubtful rating to loans thaelal the attributes of a substandard rating Withadded characteristic that the weaknesses
make collection or liquidation in full, on the basif currently existing facts, conditions, and eauhighly questionable and improbable. The
possibility of loss is extremely high, but becao$eertain important and reasonable specific panttietors that may work to the advantag
and strengthen the credit quality of the loancligssification as an estimated loss is deferrei itmtmore exact status may be determined.
Pending factors may include a proposed mergerauisition, liquidation proceeding, capital injeatigperfecting liens on additional collate

or refinancing plans. When it is determined thasthloans are uncollectible they are charged dfférperiod in which they are determined to
be uncollectible.

Risk ratings are not established for home equiy$p consumer loans, and installment loans, maetause these portfolios consist of a
larger number of homogenous loans with smallerrdzada. Instead, these portfolios are evaluatedgkmnainly based on aggregate payment
history, through the monitoring of delinquency Ilsvand trends and are classified as performingnamgerforming.

The following presents the credit quality tableofdune 30, 2013 and December 31, 2012 fonthrecoveredloan portfolio.

June 30, 201:
Commercial
Residential
and Commercial
Industrial Real Estate Construction Real Estate
(dollars in thousand:
Pass/Satisfactor $178,92° $1,217,39 $ 30,36« $117,94¢
Special Mentior 9,52¢ 19,63¢ 38¢ 1,07C
Substandar 56C 18,45: 2,70¢ 1,76¢
Doubtful 0 0 0 0
Total $189,01:  $1,25548  $ 33,45¢  $120,78:
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Manufactured
Mortgage
Consumel Warehouse Housing
(dollars in thousand:
Performing $ 1,751 $ 7,56( $ 145,91
Nonperforming (1 57 0 10
Total $ 1,80¢ $ 7,56( $ 145,92°
(1) Includes loans that are on nonaccrual status & 30n2013
December 31, 201
Commercial
Commercial Residential
and
Industrial Real Estate Construction Real Estate
(dollars in thousand:
Pass/Satisfactol $ 70,95¢ $794,18° $ 26,02( $105,49(
Special Mentior 3,83¢ 18,731 454 1,015
Substandar 327 21,80: 1,971 2,91¢
Doubtful 0 763 457 4
Total $ 75,11¢ $ 835,48t $ 28,897 $109,43(
Manufactured
Mortgage
Consumel Warehouse __Housing
(dollars in thousand:
Performing $ 2,00t $ 9,56¢ $ 154,56:
Nonperforming (1 56 0 141
Total $ 2,061 $ 9,56¢ $ 154,70:
(1) Includes loans that are on nonaccrual status a¢eer 31, 201z
The following presents the credit quality tableoadune 30, 2013 and December 31, 2012 foctveredloan portfolio.
June 30, 201%
Commercial
Commercial Residential
and
Industrial Real Estate Construction Real Estate
(dollars in thousand:
Pass/Satisfactol $ 4,821 $ 16,93( $ 1,97¢ $ 14,17(
Special Mentior 121 3,06: 3,94¢ 45E
Substandar 2,27¢ 15,90¢ 19,84+ 4,58¢
Doubtful 0 0 0 0
Total $ 7,22¢ $ 35,90 $ 25,76¢ $ 19,21
Manufactured
___Housing
(dollars in thousand
Performing $ 3,41
Nonperforming (1 93
Total $ 3,50¢

(1) Includes loans that are on nonaccrual status & 30n2013
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December 31, 201,

Commercial
Commercial Residential
and
Industrial Real Estate Construction Real Estate
(dollars in thousands
Pass/Satisfactor $ 8,88¢ $ 26,19¢ $ 2,43¢ $ 14,02:
Special Mentior 51 22t 4,03¢ 45E
Substandar 2,21¢ 18,48: 21,32( 5,47¢
Doubtful 0 0 0 0
Total $ 11,15! $ 44,90: $ 27,79: $ 19,95
Manufactured
Housin
(dollars in thousand
Performing $ 3,63¢
Nonperforming (1 90
Total $ 3,72¢

() Includes loans that are on nonaccrual status atideer 31, 201-

Allowance for loan losses

The changes in the allowance for loan losses ®thilee and six months ended June 30, 2013 andattilthe loans and allowance for loan
losses by loan segment based on impairment evatuatethod are as follows. Please read in conjumetith disclosures in the Bancorp’s
2012 Annual Report on Form 10-K.

Commercial Residential
Manufactured
and Commercial Real Mortgage
Industrial Real Estate Construction Estate Housing Consumel  Warehouse  Unallocatec Total

(dollars in thousand:
Three months endec
June 30, 2013
Beginning Balance,

April 1, 2013 $ 1,99C $ 15221 $ 427¢ $ 3,24¢ $ 84€ $ 141 $ 54 % 65¢ $ 26,43¢
Chargeoffs (76) (1,48)) (1,479 (65) 0 0 0 0 (3,099
Recoveries 154 8 0 10 0 4 0 0 17¢€
Provision for loan

losses 417 2,93 1,50¢ 35¢ (16%) (39) 2 (395) 4,62(
Ending Balance, June 30,
2013 $ 248 $ 1668 $ 4317 $ 355 $ 67¢ $ 10€ $ 56 $ 26 $ 28,14.

Six months endec
June 30, 2013

Beginning Balance,

January 1, 201 $ 1477 $ 1543¢ $ 3,991 $ 3,23 $ 75C $ 154 % 71 $ 72z $ 25,83
Chargroffs (96) (1,89)) (1,479 (19¢) 0 0 0 0 (3,65€)
Recoverie: 16E 6C 0 7 0 9 0 0 241
Provision for loan

losses 93¢ 3,077 1,79 51C (72 (57) (15) (459 5,72(
Ending Balance, June 30,
2013 $ 248 $ 1668 $ 4317 $ 355 $ 67¢ $ 10€ $ 56 $ 265 $ 28,14
At June 30, 201:
Loans:
Individually
evaluated for
impairment $ 10,147 $ 33,34« $ 1097( $ 2901 $ 0 % 77 % 0 $ 57,43¢
Collectively
evaluated for
impairment 180,93:  1,200,00. 31,69 121,97: 143,92! 1,22¢ 7,56( 1,687,31
Loans acquired witl
credit

deterioratior 5,15¢ 58,03« 16,56: 15,12: 5,507 503 0 100,88



Allowance for loan
losses:
Individually
evaluated for
impairment $ 60z
Collectively
evaluated for
impairment 1,47
Loans acquired with
credit
deterioratior 40¢€

$ 1,81

9,40z

5,46¢

2,50¢

1,022

2,208

76

602

$1,845,64-

0 $ 0 $ 0 $ 4,28

48 56 262 12,62:

58 0 0 11,23¢

$ 2,48t

$ 16,68t

$ 4315

$ 3,55:

67€

10€ $ 56 $ 265 $ 28,14
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Commercial Residentia
Commercial Manufactured
and Real Mortgage
Industrial Real Estate  Construction Estate Housing Consumel  Warehouse  Unallocatec Total

(dollars in thousands
Three months endec
June 30, 2012
Beginning Balance, April 1

2012 $ 146¢ $ 7,117 $ 509 $ T77E B 33 % 95 $ 76: $ 54 $ 15,40(
Chargtoffs 0 (93¢) (979 ave 0 (10) 0 0 (2,10¢)
Recoveries 66 14 0 1 0 5 0 0 8¢
Provision for loan

losses (27) 2,07: 23z 483 8 (16) 39 (54) 2,73¢
Ending Balance, June 30,
2012 $ 150 $ 8266 $ 4352 $ 1,08 $ 41 $ 74 $ 80z $ 0 $ 16,11¢
Six_ months ended June 3(
2012
Beginning Balance,

January 1, 201 $ 1441 $ 7,02¢ $ 465€ $ 844 $ 18 $ 61 $ 92¢ $ 54 $ 15,03:
Chargroffs (39 (1,149 (2,19)) (200 0 (10) 0 0 (3,57%)
Recoveries 66 5C 0] 5 0 5 0 0] 12¢
Provision for loan

losses 30 2,33( 1,881 431 23 18 (127) (54) 4,53¢
Ending Balance, June 30,
2012 $ 150 $ 8266 $ 4352 $ 1,08 $ 41 $ 74 $ 80z $ 0 $ 16,11¢
At June 30, 2012
Loans:
Individually evaluate
for impairment $ 3,23 $ 2564¢ $ 1430¢ $ 1,75 $ 0 $ 83 % 0 % 0 $ 45,0
Collectively evaluate
for impairment 68,21: 405,63: 7,80¢ 89,61" 96,71 5,141 801,99 0 1,475,111
Loans acquired with
credit deterioratiol 12,25 77,37¢ 23,201 22,41 9,097 72z 0 0 145,06t
Allowance for loan losses
Individually evaluate:
for impairment $ 481 $ 1651 $ 3,000 $ 45 % 0 $ 0 % 0 $ 0 $ 5,18/
Collectively evaluate
for impairment 86¢ 4,99t 181 994 41 57 80z 0 7,93¢
Loans acquired with
credit deterioratiol 154 1,62( 1,16¢ 41 0 17 0 0 2,99¢
$ 150 $ 8266 $ 4352 $ 1,08 $ 41 $ 74 $ 80z $ 0 $ 16,11¢

The non-covered manufactured housing portfolio puaghased 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 attteo specified items. At June 30, 2013
and 2012, funds available for reimbursement, ifessary, were $2.7 million and $5.0 million, respedy. Quarterly, these funds are
evaluated to determine if they would be sufficienabsorb probable losses within the manufactucessing portfolio.

The changes in accretable yield related to PCldaamce origination for the three and six monthdeeinJune 30, 2013 and 2012 were as
follows:

For the Three Months Ended June 30 2013 2012
(dollars in thousand:
Balance, beginning of peric $29,66¢ $44,70!
Accretion to interest incorr (1,607 0
Reclassification from nonaccretable difference disposals, ne (415) (1,477
Balance, end of peric $27,64¢ $43,23(
For the Six Months Ended June 30 2013 2012

(dollars in thousand:

Balance, beginning of peric $32,17+ $45,35¢



Accretion to interest incorr (3,672 (2,059
Reclassification from nonaccretable difference disgosals, ne (859 (69

Balance, end of peric $27,64¢ $43,23(
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FDIC Loss Sharing Receivak

The following table summarizes the activity relatedhe FDIC loss sharing receivable for the tharé six months ended June 30, 2013 and
2012:

Three Months Ended June 30 2013 2012
(dollars in thousand:
Balance, beginning of peric $12,04: $14,14¢
Change in FDIC loss sharing receiva 2,88¢ (449
Reimbursement from the FDI (75%) (1,329
Balance, end of peric $14,16¢ $12,37¢
Six Months Ended June 30 2013 2012
(dollars in thousand:
Balance, beginning of peric $12,34: $13,07"
Change in FDIC loss sharing receiva 4,95¢ 741
Reimbursement from the FDI (3,129) (1,447)
Balance, end of peric $14,16¢ $12,37¢

NOTE 8 — SHAREHOLDERS'’ EQUITY

On May 22, 2013, the Bancorp raised $103.5 milliogross proceeds by issuing 6,179,104 shares gbting common stock at a price to the
public of $16.75 per share. The net proceeds tadthess after deducting underwriting discounts amtimissions and offering expenses w
$97.7 million.

During the third quarter of 2012, the Bancorp sglti1 1,819 shares of common stock in private ofégxifThe proceeds, net of offering costs,
were $94.6 million.

On May 8, 2012, the Bancorp announced that, dmestdet conditions, it had postponed its initial zibffering of voting common stock.
Costs related to this postponed offering in the @amof $1.3 million were expensed.

NOTE 9 — SHARE-BASED COMPENSATION
Stock Options

Options to purchase an aggregate of 617,910 as@®3hares of voting common stock, representing 40861.5% of the number of shares
issued in the May 2013 offering of voting commoockt were granted to the Chief Executive Officed #me Chief Operating Officer in
connection with the completion of the offering puast to their existing employment agreements, i&spdy. The options will vest over five
years from the date of grant, subject to a 50%e@m®e in the value options to purchase of the Ba's Voting Common Stock and have a
term of 10 years. In addition, in matters unrelatethe May 2013 offering, options to purchase ggregate of 50,000 shares of Voting
Common Stock were granted to certain other officEng fair values of the options were estimatedgiihe Black-Scholes option pricing
model. The following table presents the weightedrage assumptions used and the resultant weightdge fair value of the options.

2013 2012
Weighted-average risk-free interest rate 1.3<% 1.15%
Expected dividend yiel 0.0(% 0.0(%
Weightec-average expected volatili 6.54% 17.47%
Expected life (in years 7.0C 6.9¢
Weighte-average fair valu $2.04 $ 3.04
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The following table summarizes stock option acyi¥dr the six months ended June 30, 2013.

Weighted- Weighted-
average Aggregate
average Remaining
Number Exercise Contractual Intrinsic
of Options Price Term in Years Value
(aggregate intrinsic value in thousan
Outstanding at January 1, 20 2,003,88! $ 12.4¢
Grantec 760,59° 16.6¢€
Outstanding at June 30, 20 2,764,48 $ 13.6¢ 8.4(C $ 7,65(
Vested and expected to vest at June 30, 2,764,48 13.6¢ 8.4( 7,65(
Exercisable at June 30, 20 14,43¢ $ 20.0¢ 3.82 $ 13

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 Bangwnsolidated financial statements. At June 3032the Bank and the Bancorp met all
capital adequacy requirements to which they argestub

The Bank experienced rapid loan growth during thelfdays of 2012. During the standard closing psscof the Bank’s December 2012
financial statements, management determined orada30, 2013 that the rapid loan growth resulted reduction in the Bank’s capital
ratios, causing the Bank to become adequatelyalzgitl as of December 31, 2012. Management imnedgittansferred sufficient capital
from the Bancorp to the Bank, returning the Baniwédl-capitalized status. Sufficient cash is maimed at the Bancorp to ensure that the
Bank remains well capitalized, and management nesnradmmitted to taking all steps necessary to erthat both the Bancorp and the Bank
remain well capitalized going forward. The Bankvisll capitalized as of June 30, 2013. Since thekBaas adequately capitalized at
December 31, 2012, regulatory approval was requoetcept, renew or roll over any brokered depotiffective January 1, 2013, the
interest rate paid for deposits by institutiond v less than well capitalized is limited to &sis points above the national rate for similar
products unless the institution can support toRB&C that prevailing rates in its market area excie national average. This has been
subsequently lifted based upon the well-capitaltadus as of June 30, 2013.
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The Bancorp’s and the Bank’s capital amounts atidsat June 30, 2013 and December 31, 2012 dadlaws:

To Be Well Capitalized

Under
Prompt Corrective
For Capital Adequacy Action
Actual Purposes Provisions
(dollars in thousand: Amount Ratio Amount Ratio Amount Ratio
As of June 30, 2013
Total capital (to risk weighted assets
Customers Bancorp, In $406,31: 13.3% $ 244,03¢ 8.C% N/A N/A
Customers Ban $378,97. 124% $ 243,91 8.(% $ 304,89 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $377,61° 12.3(% $ 122,01¢ 4.(% N/A N/A
Customers Ban $350,27¢ 11.4%9% $ 121,95t 4.0% $ 182,93 6.C%
Tier 1 capital (to average assets)
Customers Bancorp, In $377,61° 11.2% $ 134,89 4.(% N/A N/A
Customers Ban $350,27¢ 10.3%9% $ 134,84 4.(% $ 168,55¢ 5.C%
As of December 31, 201z
Total capital (to risk weighted assets)
Customers Bancorp, In $289,03! 11.2¢% $ 205,44 8.C% N/A N/A
Customers Ban $244,71( 9.59% $ 205,44: 8.(% $ 256,80: 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $262,71¢ 10.2% $ 102,72. 4.(% N/A N/A
Customers Ban $218,39: 85(% $ 102,72: 4.0% $ 154,08: 6.C%
Tier 1 capital (to average assets
Customers Bancorp, In $262,71! 9.3(% $ 112,93¢ 4.(% N/A N/A
Customers Ban $218,39: 7786 $ 112,89¢ 4.0% $ 141,12 5.C%

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®gn, 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.

Cash and cash equivalents:
The carrying amounts reported in the balance dbeetash and short-term instruments approximatedlassets’ fair values.

Investment Securities:

The fair value of investment securities availaloledale and held to maturity are determined byinistg quoted market prices on nationally
recognized securities exchanges (Level 1), maticing (Level 2), which is a mathematical technigised widely in the industry to value
debt securities without relying exclusively on qeibmarket prices for the specific securities bthaaby relying on the securitie®lationshij
to other benchmark quoted prices, or externallyetimyed models that use unobservable inputs dumiied or no market activity of the
instrument (Level 3).

The carrying amount of restricted stock approximdiéér value, and considers the limited marketgbdf such securities.
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Loans held for sale:

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

Loans held for sale — Mortgage warehouse loans:
The Fair Value Option

The Bancorp elected the fair value option for warete lending transactions documented under a Masfaurchase Agreement originated
after July 1, 2012 in order to more accurately @spnt the shoterm nature of the transaction and its inhererditresk. This adoption was |
accordance with the parameters established by AtcmuStandards Codification (“ASC”) 825-10-Fpancial Instruments-Overall-
Recognition: The Fair Value OptioAs a result of this election, warehouse lendingseztions are classified as “Loans held for safethe
balance sheet. The interest income from the warghlmnding transactions is classified in “Intetasbme — Loans held for sale on the
income statement. An allowance for loan lossesisecorded for the warehouse lending transactidren measured at fair value since the
exit price (the repurchase price) for warehousditentransactions considers the effect of expectedit losses.

The fair value of mortgage warehouse loans is theumt of cash initially advanced to fund the mogggeplus accrued interest and fees, as
specified in the respective agreements. The loasés by the mortgage company as short-term bfidgacing between the funding of
mortgage loans and the finalization of the salthefloans to an investor. Changes in fair valuenateexpected to be recognized since at
inception of the transaction the underlying loaaséhalready been sold to an approved investoreyrtave been hedged by the mortgage
company. Additionally, the interest rate is vargldnd the transaction is short-term, with an ayestéie of 17 days from purchase to sale.

Loans receivable, net:

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 upotractual maturity or call dates, projected

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

fair values are based on carrying values.

Impaired loans:

Impaired loans are those that are accounted foerurASB 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 incladsxal 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 stgpafaom 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 projectesth @ws related to the loss sharing
agreements based on the expected reimbursemehdsges using the applicable loss share percentangkthe estimated true-up
payment. These cash flows are discounted to refiectstimated timing of the receipt of the losarelreimbursement from the FDIC.

Other real estate owned:

The fair value of OREO is determined using apptsjsghich may be discounted based on managemevisw and changes in market
conditions (Level 3 Inputs). All appraisals mustgeformed 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 managemeatcdititent 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 valéar 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 tiemodits.
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Federal funds purchased:
For those short-term instruments, the carrying axh@ua reasonable estimate of fair value.

Borrowings:

Borrowings consist of FHLB advances. The carryingpant of short-term FHLB borrowings approximatesf#ir value. Fair values of long-
term FHLB advances are estimated using discourgeld ftow analysis, based on quoted prices for nebwB-advances with similar credit
risk characteristics, terms and remaining matufiithese prices obtained from this active marketaggmt a market value that is deemed to
represent the transfer price if the liability wassumed by a third party.

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.

Derivatives (Assets and Liabilities):

The fair values of interest rate swaps are detexchirsing models that incorporate readily observataleket data into a market standard
methodology. The methodology nets the discountaddufixed cash receipts and the discounted exge@tdgable cash payments. The
discounted variable cash payments are based owtakipas of future interest rates derived from obakle market interest rate curves. In
addition, fair value is adjusted for the effechohperformance risk by incorporating credit valoatadjustments for the Bancorp and its
counterparties.

Off-balance-sheet financial instruments:

Fair values for the Bancorp’s off-balance-sheariitial instruments (lending commitments and letbéiredit) 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 interpreteslan estimate of the fair value of the entired®dam 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.
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The estimated fair values of the Bancorp’s finanicistruments were as follows at June 30, 2013Ra&ckmber 31, 2012.

Assets:

Cash and cash equivalel

Investment securities, available for s

Loans held for sal

Loans receivable, ni

FDIC loss sharing receivakb

Derivatives not designated as hedging instrum
Restricted stoc

Fraudulent loans receivable |

Accrued interest receivab

Liabilities:

Deposits

Federal funds purchas

Other borrowing:

Subordinated det

Derivatives not designated as hedging instrum
Accrued interest payab

(1) Included in Other Asse

Assets:

Cash and cash equivalel
Investment securities, available for s
Loans held for sal

Loans receivable, ni

FDIC loss sharing receivah
Restricted stoc

Accrued interest receivab
Liabilities:

Deposits

Federal funds purchas
Other borrowing:
Subordinated det

Accrued interest payab

Fair Value Measurements at June 30, 201

Quoted
Prices in
Active
Markets for Significant Significant
Other Unobservable
Identical Observable
Carrying Estimated Assets Inputs Inputs
Amount Fair Value (Level 1) (Level 2) (Level 3)
(dollars in thousand:
$ 205,68! $ 205,68! $205,68! $ 0 $ 0
182,31« 182,31« 6 182,30¢ 0
1,414,94. 1,414,94. 0 1,414,94. 0
1,817,13I 1,817,36: 0 0 1,817,36.
14,16¢ 14,16¢ 0 14,16¢ 0
1,91¢ 1,91¢ 0 1,91¢ 0
33,18¢ 33,18¢ 0 33,18¢ 0
66¢ 66¢ 0 0 66¢
7,071 7,071 7,07 0 0
$2,775,70! $2,763,08! $265,84: $2,497,24 $ 0
120,00( 120,00( 120,00( 0 0
505,00t 506,22¢ 0 506,22¢ 0
2,00( 2,00( 0 2,00( 0
1,86¢ 1,86¢ 0 1,86¢ 0
1,53¢ 1,53¢ 1,53¢ 0 0
Fair Value Measurements at December 31, 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 thousand:
$ 186,01t $ 186,01¢ $186,01¢ $ 0 $ 0
129,09: 129,09: 6 129,08 0
1,439,88 1,439,88! 0 1,439,88! 0
1,298,633 1,307,04! 0 0 1,307,04!
12,34: 12,34: 0 12,34: 0
30,16 30,16: 0 30,16: 0
5,79( 5,79( 5,79( 0 0
$2,440,81 $2,674,76! $219,68" $2,455,07 $ 0
5,00( 5,00( 5,00( 0 0
471,00( 471,43. 0 471,43. 0
2,00( 2,00(¢ 0 2,00( 0
1,53( 1,53( 1,53( 0 0
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In accordance with FASB ASC 82Bair Value Measurements and Disclosuréke fair value of a financial instrument is thiéeg that would
be received to sell an asset or paid to transfiebdity in an orderly transaction between margatticipants at the measurement date. Fair
value is best determined based upon quoted mariceispHowever, in many instances, there are neegumarket 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 grefsiantly affected by the assumptions used, idicig the discount rate and estimates of
future cash flows. Accordingly, the fair value esdtes may not be realized in an immediate settleofehe instrument.

The fair value guidance provides a consistent definof 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 instaneterrdining the price at which willing market paigignts would transact at the measurer
date under current market conditions depends ofattie and circumstances and requires the usgfisant 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 asse
or liabilities.

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

Level 3 Prices or valuation techniques that require infhds are both significant to the fair value measmest and
unobservable (i.e., supported with little or no keamactivity).

An asset’s level within the fair value hierarchyp@sed on the lowest level of input that is sigiifit to the fair value measurement.

For financial assets measured at fair value ortarneg and nonrecurring basis, the fair value meaments by level within the fair value
hierarchy used at June 30, 2013 and December 32,\@6re as follows:

June 30, 201%
Fair Value Measurements at the End of the Reportind?eriod Using
Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Observable Inputs
Identical Assets Inputs
(Level 1) (Level 2) (Level 3) Total

(dollars in thousand:
Recurring Fair Value Measurements

Assets
Available-for-sale securities
Mortgage-backed securitie $ 0 $ 157,34 $ 0 $ 157,34
Corporate note 0 24,96t 0 24,96¢
Equities 6 0 0 6
Derivatives not designated as hedging
instruments (1 0] 1,91¢ 0 1,91¢
Mortgage warehouse loans held for ¢ 0 1,414,94. 0 1,414,94.
Total asset- recurring fair value measureme $ 6 $ 1,599,17 $ 0 $1,599,17
Liabilities
Derivatives not designated as hedging
instruments (2 $ 0 $ 1,86¢ $ 0 $ 1,86¢
Nonrecurring Fair Value Measurements
Assets
Impaired loans, net of specific reserves of
$4,280 $ 0 $ 0 $ 9,044 $ 9,04«
Other real estate own 0 0 5,42¢ 5,42¢
Total asset- nonrecurring fair value measureme $ 0 $ 0 $ 14,46¢ $ 14,46¢

(1) Included in Other Asse
(2) Included in Other Liabilitie:
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Recurring Fair Value Measurements
Assets
Available-for-sale securities
Mortgagebacked securitie
Corporate note
Equities
Mortgage warehouse loans held for ¢
Total asset- recurring fair value measureme|

Nonrecurring Fair Value Measurements
Assets
Impaired loans, net of specific reserves of
$4,625
Other real estate ownt
Total asset- nonrecurring fair value measureme

December 31, 201,

Fair Value Measurements at the End of the Reportind?eriod Using

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Observable Inputs
Identical Assets Inputs
(Level 1) (Level 2) (Level 3) Total
(dollars in thousands
$ 0 $ 104,13! $ 0 $ 104,13
0 24,95; 0 24,95;
6 0 0 6
0 1,248,93! 0 1,248,93!
$ 6 $ 1,378,02 $ 0 $1,378,02i
$ 0 $ 0 $ 11,00¢ $ 11,00¢
0 0 5,73 5,73
$ 0 $ 0 $ 16,74: $ 16,74

The changes in Level 3 assets measured at faie wadwa recurring basis for the three months andhsiths ended June 30, 2013 and 2012

are summarized as follows:

Balance at April 1, 201
Recoveries
Sales

Transfer from loans held for sale to other assbt

Balance at June 30, 20

Balance at April 1, 201

Total losses included in other comprehensive inc@meéore taxes

Amortization included in interest incon
Purchase

Balance at June 30, 20

30

Loans
Held for
Sale (1
(dollars in thousand
$ 3,17:
(1,467
(1,019
(697
$ 0
Mortgage-
Corporate
backed
Securities Notes Total
(dollars in thousand:
$ 2,79( $19,54¢ $22,33¢
0 (347) (343)
(15€) 0 (15¢)
0 5,00( 5,00(
$ 2,632 $24,20: $26,83¢
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Loans
Held for
Sale (1
(dollars in thousand
Balance at January 1, 20 $ 0
Transfer from Level 2 to Level 3 (. 3,17:
Recoveries (1,467)
Sales (1,019
Transfer from loans held for sale to other assbt (697)
Balance at June 30, 20 $ )
Mortgage-
Corporate
backed
Securities Notes Total
(dollars in thousand:
Balance at January 1, 20 $ 2,89« $19,21; $22,11:
Total losses included in other comprehensive inc@veéore taxes 0 (14 (14
Amortization included in interest incon (262) 0] (262)
Purchase 0 5,00( 5,00(
Balance at June 30, 20 $ 2,63: $24,20! $26,83¢

(1) The Bancorp’s policy is to recognize transteesveen levels when events or circumstances watnargfers. During the first quarter of
2013, a suspected fraud was discovered in the Bdo&hs held-for-sale portfolio. Total loans inwvedvin this fraud initially appeared to
be $5.2 million, and management believed the rafigessible loss to have been between $1.5 mi#lizeh $3.2 million. Accordingly,
management provided a loss contingency of $2.0anilit March 31, 2013. Due to the uncertainty sumdhng the amount of loss,
management transferred these loans and the rédstedontingency from Level 2 to Level 3. During $econd quarter of 2013, the
Bank determined that an aggregate of $1.0 millibthe loans were not involved in the fraud, andsthiwans were subsequently sold. In
addition, the Bank recovered $1.5 million in casinf the alleged perpetrator. The remaining aggeegg$2.7 million of loans and the
related $2.0 million reserve were transferred theDassets. Since it was resolved that the loatsnger meet the definition of a loan,
combined with the fact that the Company is pursuesgitution through the involved parties, the Camphas determined this to be a
receivable and, accordingly, transferred the assBther asset:

The following table summarizes financial assets famehcial liabilities measured at fair value aslahe 30, 2013 on a recurring and
nonrecurring basis for which the Bancorp utilizezl/él 3 inputs to measure fair value. The valuat@mmniques, unobservable inputs, and
ranges (weighted average) are the same as thasesdéid at December 31, 2012.

Quantitative Information about Level 3 Fair Value Measurements

Fair Value
Valuation Unobservable Range (Weighted
June 30, 201: Estimate Technigue Input Average) (3)
(dollars in thousand:
Impaired loan: $ 9,044 Collateral appraisg(1) Liquidation expense(2) -3% t0-8% (-5.5%.
Other real estate ownt $ 5,42« Collateral appraisé(1) Liquidation expense(2) -3% t0-8% (-5.5%,

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

(2) Fair value is adjusted for costs to s

(3) Presented as a percentage of the value determynappaisal
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NOTE 12 — DERIVATIVE INSTRUMENTS AND HEDGING ACTIVI TIES
Accounting Policy for Derivative Instruments and Helging Activities

The Bancorp records all derivatives on the balateet at fair value. Currently, none of the deivest are designated in qualifying hedging
relationships, as the derivatives are not usedanage risks with the Bancorp’s assets or liabdlitées such, all changes in fair value of the
derivatives are recognized directly in earnings.

In accordance with U.S. GAAP, the Bancorp madec@oanting policy election to measure credit risktefderivative financial instruments
that are subject to master netting agreementsgrass basis.

Risk Management Objectives of Using Derivatives

The Bancorp is exposed to certain risks arisinghfbmth its business operations and economic camditiThe Bancorp manages economic
risks, including interest rate, liquidity, and citerisk, primarily by managing the amount, sourcasi durations of its assets and liabilities.
Bank’s existing interest-rate derivatives resudnfra service provided to certain qualifying custsnand therefore, are not used to manage
interestrate risk in assets or liabilities. The Bank marsagenatched book with respect to its derivativérimsents in order to minimize its r
risk exposure resulting from such transactions.

Derivatives Not Designated as Hedging Instruments

None of the Banco’s derivatives are designated in qualifying hedgielgtionships. Derivatives not designated as hedge not speculative
and result from a service implemented in the fitgtrter of 2013 that the Bank provides to certagtamers. The Bank executes interest rate
swaps with commercial banking customers to fatditaeir respective risk management strategiesséd imierest rate swaps are
simultaneously hedged by offsetting interest rateps that the Bank executes with a third partyrdento minimize its net risk exposure
resulting from such transactions. Since the intaade swaps associated with this program do net tine strict hedge accounting
requirements, changes in the fair value of bothctiomer swaps and the offsetting swaps are réemdydirectly in earnings. At June 30,
2013, the Bancorp had 14 interest rate swaps witggregate notional amount of $88.2 million radatethis program.

Fair Value of Derivative Instruments on the BalanceSheet
The following table presents the fair value of Bencorp’s derivative financial instruments as veallthe classification on the balance sheet.

Fair Value of Derivative Instruments
June 30, 2013

Asset Derivatives Liability Derivatives
Balance shee Balance shee
location Fair value location Fair value

(dollars in thousand:
Derivatives not designated as hedging instrum

Interest rate produc Other asse $ 1,91¢ Other liabilities $ 1,86¢

Effect of Derivative Instruments on Comprehensive mcome

The following table presents the effect of the Bapts derivative financial instruments on comprehengieeme for the three and six mon
ended June 30, 2013.

Effect of Derivative Instruments on Comprehensivericome
Three Months Ended June 30, 2013
Amount of gain

Location of gain recognized in incom:
recognized in income
on derivatives on derivatives

(dollars in thousand:
Derivatives not designated as hedgi
instruments
Interest rate produc Other norinterest incom $ 15¢
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Effect of Derivative Instruments on Comprehensivericome
Six Months Ended June 30, 201

Amount of gain

Location of gain recognized in incom
recognized in income
on derivatives on derivatives

(dollars in thousand:
Derivatives not designated as hedgi
instruments
Interest rate produc Other norinterest incom $ 19¢

Credit-risk-related Contingent Features

By entering into derivative contracts, the Bankxposed to credit risk. The credit risk associat@l derivatives executed with Bank
customers is the same as that involved in extertti@gelated loans and is subject to the same atdrledit policies. To mitigate the credit-
risk exposure to major derivative dealer countdigsrthe Bancorp only enters into agreements thitse that maintain credit ratings of high
quality.

Agreements with major derivative dealer counteipartontain provisions whereby default on any efBancorp’s indebtedness would be
considered a default on its derivative obligatioftse Bancorp also has entered into agreementsahégdin provisions under which the
counterparty could require the Bancorp to seti®liligations if the Bancorp fails to maintainstatus as a well/adequately-capitalized
institution. As of June 30, 2013, the terminati@hue of derivatives in a net liability position (ieh includes accrued interest but excludes
adjustment for nonperformance-risk) related toghegreements was $1.7 million. In addition, thed®ap has minimum collateral posting
thresholds with certain of these counterpartied,arlune 30, 2013 had posted $2.5 million asteolia

NOTE 13 — DISCLOSURES ABOUT OFFSETTING ASSETS AND UABILITIES

The following tables present derivative instrumeht are subject to enforceable master nettirmngements. The Bancorp has not made a
policy election to offset its derivative positions.

Offsetting of Financial Assets and Derivative Asse!
For the Six Months Ended June 30, 2013

Gross amounts not offset ir
the consolidated balance shes

Gross amount:
Net amounts of

offset in the assets presented Cash collatera
Gross amount of consolidated in the consolidatec Financial
recognized assets balance sheet balance sheet instruments received Net amount

(dollars in thousands
Description
Interest rate derivatives
with institutional
counterpartie: $ 20€ $ 0 $ 20¢ $  20¢ $ 0 $ 0

Offsetting of Financial Liabilities and Derivative Liabilities
For the Six Months Ended June 30, 2013

Gross amounts not offset ir
the consolidated balance shes

Gross amount: Net amounts of
liabilities presentec
offset in the Cash collatera
Gross amount of consolidated in the consolidatec Financial
recognized liabilities balance sheet balance sheet instruments pledged Net amount

(dollars in thousands
Description
Interest rate derivatives
with institutional
counterpartie: $ 1,72( $ 0 $ 1,72( $  20¢ $ 1,512 $ 0
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NOTE 14 — LOSS CONTINGENCY

During the first quarter of 2013, a suspected fraad discovered in the Bank’s loans held-for-salfplio. Total loans involved in this fraud
initially appeared to be $5.2 million, and, manageirbelieved the range of possible loss to hava beéveen $1.5 million and $3.2 million.
Accordingly, management has provided a loss coating of $2.0 million at March 31, 2013. Due to timeeertainty surrounding the amount
of loss, management transferred these loans aneldted loss contingency from Level 2 to LeveD8ring the second quarter of 2013, the
Bank determined that an aggregate of $1.0 millibthe loans were not involved in the fraud, andséhlwans were subsequently sold. In
addition, the Bank recovered $1.5 million in caginf the alleged perpetrator. Since it was resothatithe loans no longer meet the defini

of a loan, combined with the fact that the Compiargursuing restitution through the involved pastithe Company has determined this to be
a receivable and, accordingly, transferred thetdssether assets. Therefore, the remaining agtgezfe62.7 million of loans and the related
$2.0 million contingency were transferred to Otassets.

NOTE 15 — SUBSEQUENT EVENTS

On July 30, 2013, the Bancorp completed an undéearpublic offering of $55.0 million non-callabfiee-year senior unsecured notes, with
interest at 6.375% payable quarterly. The Bancoaptgd the underwriters a 30-day option to purchipst an additional 15% of the
aggregate principal amount of the senior note2fahillion) sold in the offering, solely to covevarallotments, if any. Net proceeds are
estimated to be $52.6 million, or $60.6 millionthie underwriters were to exercise the overallotrotion in full.

The Bancorp intends to use the net proceeds freroffiering to invest in its subsidiary, CustomeenB, to fund its organic growth, and for
working capital and other general corporate purpoShe Bancorp may also use a portion of the retgqads to pursue acquisitions or
investments in its current and prospective markets.
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ITEM 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Cautionary Note Regarding Forward-Looking Statemen$

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 éutments 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 oiuarassumptions 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 tkpestations 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.

Managemens discussion and analysis represents an overvigledfnancial condition and results of operatians] highlights the significa
changes in the financial condition and resultspdrations, as presented in the accompanying caiagedl financial statements for Customers
Bancorp, a financial holding company, and its whollvned subsidiaries, including Customers BanksTiiormation is intended to facilitate
your understanding and assessment of significaarigds and trends related to Customers Ba'’s financial condition and results of
operations as of and for the three and six montde@ June 30, 2013. All quarterly information irsthlanagemens Discussion and Analy:s

is unaudited. You should read this section in cociion with “Management’s Discussion and Analydigimancial Condition and Results of
Operation” for the year ended December 31, 201dedl in Customers Bancorp’s filing on Form 10-K#mendment No. 1) for the fiscal
year ended December 31, 20

Critical Accounting Policies

We have adopted various accounting policies thaegothe application of accounting principles gatigraccepted in the United States of
America and that are consistent with general prastwithin the banking industry in the preparatibour financial statements. Our
significant accounting policies are described ifOTNE 3 — “SIGNIFICANT ACCOUNTING POLICIES” to our alited financial statements
for the year ended December 31, 2012 included ire6L2 Form 10-K.

Certain accounting policies involve significant gudents and assumptions by Customers Bancorp thatedhmaterial impact on the carrying
value of certain assets and liabilities. We considese accounting policies to be critical accaumpolicies. The judgment and assumptions
used are based on historical experience and aibtor§, which are believed to be reasonable uhdecitcumstances. Because of the natu
the judgments and assumptions management makea| eetults could differ from these judgments astih@ates, which could have a
material impact on the carrying values of our asaet liabilities and our results of operationstuatresults could differ from these
estimates. There have been no material changes icritical accounting policies, judgments andreaties, including assumptions or
estimation techniques utilized, as compared togltisclosed in our 2012 Form 10-K.

Second Quarter Events of Note

On May 22, 2013, we announced the closing of odeunnritten public offering of voting common stockhe May 2013 Offering”). We
raised $103.5 million in gross proceeds by iss@iyiy 9,104 shares of our voting common stock atce po the public of $16.75 per share.
Our net proceeds after deducting underwriting dist® and commissions and estimated offering exgensee approximately $97.7 million.
We also issued options to purchase 710,597 shhms eommon stock to our CEO and COO exercisablreapublic offering price pursuant
to their respective employment agreements in cdiorewith the May 2013 Offering.

On June 26, 2013, we announced the formation okmbss collaboration with and plans to investa$31 million in Religare Enterprises
Limited (“Religare”),which is a diversified financial services companyridia that is applying for a banking licenserdib. We have agree
subject to completion of definitive agreements #redreceipt of any necessary approvals, to purch2®e
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million of Religare common stock from one of itoproters, $1 million of Religare common stock froeliBare, and warrants to purchase
$28 million of Religare common stock. We will bejuéred to pay 25% of the total value of the warsg#7 million) in advance, and this
amount is non-refundable. These transactions ang Ibegotiated and may change. We expect to fuadR#ligare investments with cash
currently on hand and dividends from Customers Bank

Working with Religare, we also plan to establisénaall group of personnel at Customers Bank thdtoater to professionals from South A
and businesses that want to take advantage of mymities in South Asia. This is a rapidly growinighre in our core markets from Boston to
Washington. We also expect to refer business oppitigs in India to Religare and expect that Rebgaill refer business opportunities
within the United States to us. We expect this gtweent and collaboration to enhance our sharehghlae.

The initial investment is expected to be completedng the third quarter of 2013, and the warranmist be exercised within 18 months of
initial investment.

Subsequent Events

On July 30, 2013, we completed an underwrittenipudffering of $55.0 million non-callable five-yeaenior unsecured notes, with interest at
6.375% payable quarterly. We granted the undengrae30-day option to purchase up to an additidb8 of the aggregate principal amount
of the senior notes ($8.25 million) sold in theeoiifig, solely to cover ovallotments, if any. Net proceeds were estimatduet§52.6 million

or $60.6 million, if the underwriters were to exsecthe over-allotment option in full.

We intend to use the net proceeds from the offaorigvest in our subsidiary, Customers Bank, todfour organic growth, and for working
capital and other general corporate purposes. Wealsa use a portion of the net proceeds to puaisgaisitions or investments in our curr
and prospective markets.

Acquisition Activity
CMS Bancorp Acquisition

Effective as of April 22, 2013, the Bancorp enteirgd an Amendment to Agreement and Plan of Meffamendment”) to that certain
Agreement and Plan of Merger, dated as of Augus2Q02 (“Merger Agreement”), by and between thed®ap and CMS Bancorp, Inc.
(“CMS").

The Amendment extended from April 30, 2013 to Delsen81, 2013 the initial date at which, if the nergf CMS with and into the Bancc
pursuant to the Merger Agreement, as amended,dtadased, either the Bancorp or CMS may termitia¢eAgreement, subject to the
termination date being extended until March 31,£20dder certain specified circumstances.

The Amendment also updated the definitions of “CWiuation” and “Customers Valuation,” establishihg valuation date for book value
as of March 31, 2013. The exchange ratio will ranfixied for the pendency of the transaction, usirgmultiples of 0.95x for CMS common
equity, and 1.25x for Customers common equity fmppses of calculating the exchange ratio.

Other key terms agreed to by the Bancorp and CMigutne Amendment provided for:

. CMS’s ability to have terminated the Merger Agreameas amended, exercisable at any time after \da@@13, if either (i) the
Bancorp had not made an investment in CMS of $illiomof CMS Preferred Stock, or (ii) the Bancapd CMS had not agreed upon
the terms of a $2.0 million senior secured lendagulity that the Bancorp will have made availatdeCMS;

. the Bancor’'s payment of $300,000 to CMS as partial reimburserfoe merge-related expenses incurred as of March 31, 2013

. the Bancorp to pay to CMS a termination fee of $fillion in the event the Merger Agreement, as adegh) is terminated under certain
provisions primarily relating to failure to consurata the Parent Merger due to -receipt of required government approv:

. On May 22, 2013, the Bancorp purchased $1.5 milligh00 shares) of CMS Series A Noncumulative Ragdéreferred
Stock, satisfying the first obligation listed abo

. On April 23, 2013, the Bancorp paid to CMS $300,3isfying the second obligation listed abc
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Acacia Federal Savings Bank Acquisition

On April 4, 2013, we, Acacia Life Insurance Comp#ticacia”) and Ameritas Life Insurance Corp. (ttiyer with Acacia, “Sellers”)
announced a mutual decision, due to delays inabeipt of regulatory approvals, not to extend #retof that certain Stock Purchase
Agreement, dated as of June 20, 2012, as amendiibdy certain Amendment to Stock Purchase Agregmated as of December 18, 20
Amendment No. 2 to Stock Purchase Agreement dated danuary 30, 2013, and Amendment No. 3 to Starkhase Agreement dated a
February 28, 2013, by and among the Bancorp addrS€the “Purchase Agreement”). Instead, on Apr2013, the parties entered into a
Termination and Non-Renewal Agreement to termitia@ePurchase Agreement and the transactions cotatdphereby (the “Termination
Agreement”). Each party will bear its own costs argenses in connection with the terminated traiwgavithout penalties. The parties
mutually agreed that the termination was in eachpgany’s best interest. All of Bancogxosts related to this transaction have been sgrpk

New England Commercial Lending Acquisition

On March 28, 2013, Customers Bank completed thehaise of certain commercial loans from MichiganebasSlagstar Bank. Under the
terms of the agreement, Customers Bank acquire®.$18illion in commercial loan commitments, of wii$155.1 million had been drawr
March 28, 2013. Also, as part of the agreementtd@usrs Bank assumed the leases for two of Flagatarhmercial lending offices in New
England. The purchase price was 98.7% of loanganding.

Results of Operations
Second Quarter 2013 Compared to Second Quarter 2012

We had net income of $8.2 million for the three tsrended June 30, 2013 and net income of $6.®mfibr the three months ended
June 30, 2012, an increase of $1.7 million or 26.B#iuted earnings per share were $0.38 and $@b&é three months ended June 30, -
and June 30, 2012, respectively, a comparativeedserof $0.18 per share or 32.6%. The decreaskeddearnings per share is primarily
result of the inclusion of the 6.2 million sharesued in the public offering in May 2013 and thkmillion shares issued in the private
offering in the third quarter of 2012 in the 20X¥8aulations of earnings per share. S8&83TE 5 — EARNINGS PER SHARE.”
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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

Assets
Interest earning depos
Investment securities, taxable (
Investment securities, n-taxable (A)
Loans held for sal
Loans, taxable (B
Loans, no-taxable (B)
Less: Allowance for loan loss
Total interest earning assett
Nonr-interest earning asse
Total assets
Liabilities
Interest checkini
Money marke
Other saving:
Certificates of depos

Total interest bearing depos
Other borrowing:

Total interest-bearing liabilities
Nonr-interes-bearing deposit

Total deposits & borrowing

Other norinterest bearing liabilitie

Total liabilities
Shareholders Equity

Total liabilities and shareholders’ equity

Net interest earning
Tax equivalent adjustment (!

Net interest earning

Interest spread

Net interest margin

Net interest margin tax equivalent (C)

Three Months Ended June 30

2013 2012
Average Average
Interest Interest
Income or Yield or Income or .
Yield
Average Average or
Balance Expense Cost Balance Expense Cost
(dollars in thousand:
$ 178,85¢ $ 114 0.25% $ 106,20¢ $ 69 0.2€%
181,57: 1,082 2.3&% 294,14 2,21¢ 3.02%
0 0 0.0(% 2,06t 21 4.16%
1,158,97. 11,15} 3.86% 156,16 1,46¢ 3.7&%
1,696,97 19,09¢ 451%  1,409,86. 15,88: 4.5%%
14,52¢ 97 2.68% 7,30¢ 41 2.2%%
(26,537 (15,709
3,204,37. 31,54¢ 3.95%  1,960,04t 19,70( 4.048%
174,07t 116,50!
$3,378,44 $2,076,55:
$ 44,09 47 0.42% $ 34,71« 49 0.57%
1,061,97. 1,86¢ 0.7(% 780,68¢ 1,91¢ 0.9¢%
24,45 29 0.47% 19,83( 29 0.5%
1,278,89 3,19¢ 1.00(% 886,13° 3,42 1.56%
2,409,41! 5,13¢ 0.8¢%  1,721,37 5,42¢ 1.27%
357,78 421 0.47% 39,95! 124 1.2€%
2,767,19 5,551 0.81% 1,761,322 5,54¢ 1.27%
269,61¢ 152,88
3,036,811 0.7%% 1,914,201 1.17%
15,26¢ 6,452
3,052,07 1,920,65!
326,36¢ 155,89!
$3,378,44 $2,076,55:
25,99: 14,15
52 34
$26,04 $14,18¢
3.21% 2.87%
3.25% 2.9(%
3.26% 2.91%
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(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 taxaddet

Net interest income increased by $11.8 million88r7% for the three months ended June 30, 20123&®%nillion, from $14.2 million for th
three months ended June 30, 2012. This net increasattributable to increases of $1.2 billionwerage volume of average interest-earning
assets, offset by an increase of $1.0 billion ierage interest-bearing liabilities. The primarydriof the increase in net interest income was
from higher loan volume from the following:

. $392.8 million increase in average mortgage waretitasns due to growth of the mortgage warehousdirigrbusiness
. $342.3 million increase in average commercial Igamsarily due to growth of the commercial real éstaan portfolio; an
. $457.2 million increase in average m-family loans due to growth of the mi-family lending busines:

The key measure of our net interest income ismtetést margin. Our net interest margin increase8126% for the three months ended
June 30, 2013 from 2.91% for the same period irR2The changes in yields were secondary to theggeam loan volume.

Additionally, interest income from mortgage wareb@loans, and commercial real estate loans inatdas83.6 million and $2.9 million,
respectively offset by a decrease from investmeatisties of $115,000. Driving the rise in interegtome was higher average loan volume
for mortgage warehouse loans of $392.8 million, emshmercial loan volume of $342.3 million. The higloan volume was a result of our
strategy to grow our mortgage warehouse lendingcantimercial real estate businesses. Sales of meastsecurities in the second quarter of
2012 lead to their lower average volume in the sdaarter of 2013 compared to the same quar@di2. Interest expense for borrowings
increased by $318,000, due to the increase irethed bf borrowings.

Provision for Loan Losse

We have established an allowance for loan lossesigih a provision for loan losses charged as arresgon the statement of income. The
loan portfolio is reviewed quarterly to evaluate thutstanding loans and to measure both the peaftzenof the portfolio and the adequacy of
the allowance for loan losses. At June 30, 2018r@pmately 2.81% of the loan portfolio was covetatler loss sharing agreements with the
FDIC. Charge-offs incurred above the original estiea value are taken as additional provisions,aacafresponding receivable due from the
FDIC is recorded through non-interest income fer lortion anticipated to be recovered under the $baring agreements.

The provision for loan losses increased by $1.%anito $4.6 million for the three months ended€ @0, 2013, compared to $2.7 million for
the same period in 2012. The increase in the 28ddgion is attributable to several different fastthat include an increase in specific
reserve requirements for loans not covered undé€Ckass share agreements as well as increasedessdue to the cash flow re-estimation
process for the PCI loans which occurs on a quabasis. Additional reserves were also needediéov loan growth in the portfolio.

For more information about our provision and allow& for loan losses and our loss experience, seiiRisk” and “Asset Quality” herein.
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Nor-Interest Income

The chart below shows our results in the variousmmnents of non-interest income for the three nmoetided June 30, 2013 and 2012.

Three Months Ended June 30

2013 2012
(dollars in thousand:
Deposit fee: $  15¢ $ 117
Mortgage warehouse transactional f 3,86¢ 3,38¢
Bank-owned life insuranc 567 32¢
Gain on sale of investment securities, 0 8,797
Accretion of FDIC loss sharing receival 2,50¢ 0
Gain on sale of loar 35¢ 33¢
Other 721 27¢
Total nor-interest incom $ 8,17¢ $ 13,23¢

Non-interest income was $8.2 million for the three mhsrended June 30, 2013, a decrease of $5.1 mitbom $13.2 million for the three
months ended June 30, 2012. This decrease wasg deetrity gains in the amount of $8.8 million dgrthe three months ended June 30,
2012 compared to the same quarter ended June BB w&ten there were $0 security gains. This wasbffg accretion of the FDIC loss
sharing receivable in the amount of $2.5 milliontfee quarter ended June 30, 2013.

Nor-Interest Expense
The below chart shows our results in the variousmmnents of non-interest expense for the three nsemded June 30, 2013 and 2012.

Three Months Ended June 30

2013 2012
(dollars in thousand:

Salaries and employee bene $ 8,50¢ $ 5,59¢
Occupancy 2,11( 1,84¢
Technology, communication and bank operati 1,061 691
Advertising and promotio 40¢ 301
Professional service 1,252 76¢
FDIC assessments, taxes and regulatory 1,05¢ 867
Other real estate own 52t 70¢
Loan workoult 72 543
Loss contingenc 0 0
Stocl-offering expense 0 1,34(
Other 1,901 1,907
Total nor-interest expense $ 16,89 $ 14,57:

Nor+-interest expense was $16.9 million for the thremtins ended June 30, 2013, an increase of appr@in$?.3 million as compared to
non-interest expense of $14.6 million for the sgr@eod in 2012.

Salaries and employee benefits, which represerathest component of non-interest expense, inectbg 52.0% or $2.9 million to $8.5
million in the second quarter of 2013 versus $5ilian in the same period in 2012. The primary @aor this increase was the addition of
80 full-time equivalent employees since June 32220 his was directly related to the need for addél employees to support our organic
growth and the expansion into new markets and lifidsisiness.

Occupancy expense increased by 14.1%, or $26 1800y from $1.8 million in the second quarter 6fl2 to $2.1 million in the second
quarter of 2013. The increase was related to mglthe infrastructure to support our growth as aslthe cost of expansion into new mark
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Technology, communication and bank operations am®d by 53.6% or $370,000 from $691,000 in thersiqoarter of 2012 to $1.1 million
in the second quarter of 2013. The primary reaeothis increase was related to building the irtftacture to support the growth through
increased technology improvements and upgradeskhssvthe costs related to expanding of technosdgilatforms into new markets. This
corresponds with our philosophy of “high touch,higch”, whereby we provide an exceptional levetugtomer service supported by state-
of-the-art technology.

Professional services expense increased to $1lidmii the second quarter of 2013 from $769,000lie same period of 2012. This increase
was primarily attributable to higher legal and adting expenses in 2013 related to regulatory ddirand other matters.

FDIC assessments, taxes and regulatory fees iradns22.0% or $191,000 from $867,000 in the secpradter of 2012 to $1.1 million in

the second quarter of 2013. The primary reasothfsiincrease was related to increased FDIC assgdsrfor the second quarter of 2013
compared to the same period ended 2012 which ajppated $264,000. This was offset by a decreastate franchise and sales and use tax
in the amount of $71,000 from the second quart®0d® as compared to the same quarter of 2013.@xpenses remained constant at $1.9
million in the second quarter of 2013 comparedX®3$nillion in the second quarter of 2012. In gahehere was an overall increase in most
categories within other expense as a result ofjtbeth and expansion of the franchise. Loan origgmeexpense increased by $350,000 for
the three months ended June 30, 2013, comparéeé &ame period in 2012. This was offset by a deere6$317,000 and $150,000 in loan
insurance expense and other miscellaneous expeaspsctively, for the quarter ended June 30, 20t8ntrast to the quarter ended June 30,
2012.

Income Taxe
The income tax expense was $4.4 million and $3IBomifor the three months ended June 30, 20132812, respectively. The increase in
the income tax provision was primarily due to therease in net income before taxes of approxim&2I§ million.

The effective tax rate for the three months endee B0, 2013 and 2012 was approximately 35 percent.

Six months ended June 30, 2013 compared to the six months ended June 30, 2012

We had net income of $15.4 million for the six m@nénded June 30, 2013, and net income of $9.®mftr the six months ended June 30,
2012, an increase of $5.8 million or 60.3%. Dilugzdnings per share were $0.76 for the six monide@ June 30, 2013 and $0.83 per share
for the six months ended June 30, 2012, a compardécrease of $0.07 per share. The decreaseitedigarnings per share is primarily the
result of the inclusion of the 6.2 million sharsstied in the public offering in May 2013 and the million shares issued in the private
offering in the third quarter of 2012 in the 20X3aulations of earnings per share. S8&83TE 5 — EARNINGS 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 Six Months Ended June 30

2013 2012
Average Average
Interest Interest
Income Yield or Income Yield or
Average or Average or
Balance Expense Cost Balance Expense Cost

(dollars in thousand:

Assets
Interest earning depos $ 176,75 $ 222 025% $ 103,39 $ 134 0.2€%
Investment securities, taxable ( 162,40° 1,911 2.35% 319,47: 5,131 3.21%
Investment securities, non taxable 0 0 0.0(% 2,067 43 4.15%
Loans held for sal 1,141,29 22,04 3.8%% 132,19! 2,491 3.7%%
Loans, taxable (B 1,538,98; 35,12¢ 460% 1,332,23 30,48: 4.6(%
Loans, no-taxable (B) 13,01¢ 16¢ 2.61% 4,88¢ 55 2.25%
Less: Allowance for loan loss (26,41°) (15,609
Total interest earning assett 3,006,041 59,46¢ 3.9% 1,878,64 38,33¢ 4.1(%
Nonr-interest earning asse 165,56 114,05!
Total assets $3,171,60! $1,992,69
Liabilities
Interest checkin $ 40,01¢ 85 04% $ 34,61 9¢ 0.57%
Money marke 1,030,92 3,56¢ 0.7(% 756,29t 3,991 1.06%
Other saving: 23,05: 55 0.4&% 19,31« 58 0.61%
Certificates of depos 1,235,85. 6,564 1.07% 814,26! 6,341 1.57%
Total interest bearing depos 2,329,84. 10,27: 0.8%  1,624,48 10,49¢ 1.3(%
Other borrowing: 265,07: 68C 0.52% 65,60" 27¢ 0.85%
Total interest-bearing liabilities 2,594,91. 10,95: 0.85%  1,690,09! 10,77« 1.28%
Nonr-interes-bearing deposit 262,27 142,59«
Total deposits & borrowing 2,857,19: 0.77%  1,832,68! 1.1&%
Other norinterest bearing liabilitie 13,91¢ 7,19¢
Total liabilities 2,871,10 1,839,88!
Shareholders Equity 300,50: 152,81:
Total liabilities and shareholders’ equity $3,171,60! $1,992,69
Net interest earning 48,51° 27,56:
Tax equivalent adjustment (! 91 5
Net interest earning $48,60¢ $27,61!
Interest spread 3.21% 2.92%
Net interest margin (D) 3.25% 2.95%
Net interest margin tax equivalent (C) 3.2€% 2.95%

(A) For presentation in this table, balances amrdctirresponding average rates for investment sexuare 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
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Net interest income was $48.5 million for the sianths ended June 30, 2013, compared to $27.6 mithiothe six months ended June

2012, an increase of $20.9 million, or 76.0%. lases in interest income, when comparing the sixthsoended June 30, 2013 to the six
months ended June 30, 2012, were primarily comghragenortgage warehouse loans interest incomeerathount of $8.2 million,
commercial real estate loans of $5.3 million, amnériest income related to multi-family loans in #reount of $7.4 million. 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 $3.3 million decrease in interest income fiarestment securities for the six months ended 3013 compared to the same peric
2012. Interest expense for deposits of $10.3 milfar the six months ended June 30, 2013 was htslecrease from $10.5 million at

June 30, 2012. Even though total deposits incres$d.8 billion as of June 30, 2013, the depasst dropped from 1.30% at June 30, 2012
to 0.89% at June 30, 2013. The increase in nomestdearing deposits, which went from $142.6 omllat June 30, 2012 to $262.3 million at
June 30, 2013, contributed to the decrease ingstexpense of $224,000 when comparing the sixmsarided June 30, 2012 versus 2013.

Provision for Loan Losse

We have established an allowance for loan lossesigih a provision for loan losses charged as arresgon the statement of income. The
loan portfolio is reviewed quarterly to evaluate thutstanding loans and to measure both the peaftzenof the portfolio and the adequacy of
the allowance for loan losses. At June 30, 2018r@pmately 2.81% of the loan portfolio was covetatler loss sharing agreements with the
FDIC. Charge-offs incurred above the original estieal value are taken as additional provisions acati@sponding receivable due from the
FDIC is recorded through non-interest income fer lortion anticipated to be recovered under the $baring agreements.

The provision for loan losses increased by $1.%anito $5.7 million for the six months ended Jige 2013, compared to $4.5 million for
the same period in 2012. The increase in the 28d@gion is attributable to several different fastthat include an increase in charge-offs of
$1 million, 10.6% growth in the loan portfolio, atite cash flow re-estimation process for the P@hsowhich occurs on a quarterly basis.
Offsetting the increase was a decline in specifgerves needed for impaired loans in the portfolio.

Nor-Interest Income
The chart below shows our results in the variousmanents of non-interest income for the six moethded June 30, 2013 and 2012.

Six Months Ended June 30

2013 2012
(dollars in thousand:

Deposit fee: $  28¢ $ 23¢
Mortgage warehouse transactional f 7,53¢ 5,48:
Bank-owned life insuranc 1,04: 58¢
Gain on sale of investment securities, 0 9,00¢
Accretion of FDIC loss sharing receival 3,722 65%
Gain on sale of loar 40¢ 33¢
Other 1,29¢ 665
Total nor-interest incom $ 14,29: $ 16,97(

Nor-interest income was $14.3 million for the six mfmended June 30, 2013, a decrease of $2.7 milbam$17.0 million for the six
months ended June 30, 2012. The decrease was {yitharresult of the $9.0 million gain realized thre sale of available-for-sale securities,
the majority of which were realized in the secondrter of 2012 in the amount of $8.8 million, whishs executed to provide funding for
loan growth. Growth in warehouse lending volumeicltis part of our strategic plan, contributed $niflion of fee income, year to date, to
the increase in non-interest income. In additi@amkoowned life insurance as well as accretion ofidFBss sharing receivable effectuated
increases of $454,000 and $3.1 million, respegtjvalnon-interest income when comparing the sixathe ended June 30, 2013 and 2012.

43



Table of Contents

Nor-Interest Expense
The below chart shows ours results in the variamponents of non-interest expense for the six nwatided June 30, 2013 and 2012.

Six Months Ended June 30

2013 2012
(dollars in thousand:
Salaries and employee bene $ 15,90: $ 11,09:
Occupancy 4,02( 3,22¢
Technology, communication and bank operati 1,902 1,33¢
Advertising and promotio 528 57€
Professional service 1,95¢ 1,65¢
FDIC assessments, taxes and regulatory 2,40¢ 1,53¢
Other real estate ownt 561 81F
Loan workoult 74€ 902
Loss contingenc 2,00( 0
Stock offering expense 0 1,34(
Other 3,35¢ 2,71¢
Total nor-interest expense $ 33,37 $ 25,20:

Non-interest expense was $33.4 million for the six therended June 30, 2013, an increase of $8.2 millieen compared to $25.2 million
for the same period in 2012. Salaries and emplbgeefits, which represent the largest componenbaofinterest expense, increased by
43.4% or $4.8 million to $15.9 million for the gionths ended June 30, 2013. The primary reasdhifincrease was the addition of 80 full-
time equivalent employees since June 30, 2012. Wassdirectly related to the need for additionapkayees to support our organic growth
addition, stock-based compensation expense wasillién for the six months ended June 30, 2013 $h@ million for the six months
ended June 30, 2012 due to increased issuancexkiflsased awards to certain officers of the Bgmeord Bank.

Occupancy expense increased 24.5% or $792,004@, @ondillion for the six months ended June 30, 2Bath $3.2 million for the same
period in 2012. The increase was related to bugldire infrastructure to support the growth of temB

Technology, communications, and bank operationers@was $1.9 million for the six months ended Bthe&013, an increase of 42.1% or
$564,000, over $1.3 million in the same period@f2 This increase was primarily due to an incréasechnology requirements to account
for loans acquired with deteriorated credit comtinéth the cost to expand into new markets.

Professional services expense increased to $1li@mibr the six months ended June 30, 2013 whenpaved to $1.7 million for the same
period of 2012. This increase was primarily atttétlle to legal and consulting expenses incurré2Di8 related to regulatory filings and ot
matters.

In March 2013, a suspected fraud was discoverdukiBank’s loans held-for-sale portfolio. Totalhsanvolved in this fraud initially
appeared to be $5.2 million. In estimating the kegsosure, we believed a range of possible lobate been between $1.5 million and $3.2
million. Accordingly we have provided a loss cogimcy of $2.0 million at June 30, 2013.

As a result of the postponement in May 2012 ofmblic offering of voting common stock, we recordadck-offering expenses of $1.3
million. All of the costs for the May 2013 offeriritave been recorded through additional paid intabat June 30, 2013.

Other expenses increased by $639,000 to $3.4 mitiothe six months ended June 30, 2013 from &2llion during the same period in
2012. Anincrease in loan origination expensess®6$000, combined with an increase of $217,00Gheromiscellaneous expenses were
offset by a decrease in insurance expense of $885Jhe Company experienced higher expenses incategories due to the expansion of
the franchise which contributed to the overall @age in other expenses.

Income Taxe

The income tax expense was $8.3 million and $5Ikomj respectively, for the six months ended J8Ae2013 and 2012. The increase in the
income tax provision was primarily due to the irage in net income before taxes of $8.9 million.

The effective tax rate for each of the six monthdesl June 30, 2013 and 2012 was approximately @epe
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Financial Condition
General

Total assets were $3.8 billion at June 30, 20HH%.0 million, or 18.49%, increase from total assd $3.2 billion at December 31, 2012.
Total liabilities were $3.4 billion at June 30, Z)An increase of $481.7 million, or 16.43%, fraxal liabilities of $2.9 billion at
December 31, 2012.

The major changes within our financial positionurced as the result of the growth in loans recdevabt covered by loss sharing agreem
with the FDIC, which increased by 44.10% or $534illion to $1.8 billion at June 30, 2013, from $biflion at December 31, 2012.
Approximately 29% of the loan growth from DecemBgr 2012 was the result of the purchase of $15%libmof commercial loans from
Flagstar Bank on March 28, 2013. In addition, a$ @laour organic growth strategy, we plan to elshba branch in the City of Philadelphia
with the intention of servicing underserved anddowand-moderate-income customers.

The following table sets forth certain key condehkalance sheet data:

December 31

June 30,
2013 2012
(dollars in thousand:
Cash and cash equivale $ 205,68! $ 186,01¢
Investment securities, available for s 182,31 129,09:
Loans held for sale (including $1,148,001 and $8,235 of mortgage

warehouse loans at fair value at June 30, 201 Pa&cember 31,

2012) 1,414,94. 1,439,88!
Loans receivable not covered under FDIC Loss Spagreement: 1,753,65 1,216,94
Total loans receivable covered under FDIC Loss iSpakgreement: 91,61« 107,52¢
Total loans receivable, net of the allowance fanltosse: 1,817,13 1,298,63
Total asset 3,793,25! 3,201,23.
Total deposit: 2,775,70 2,440,811
Federal funds purchas 120,00( 5,00(
Total other borrowing 505,00( 471,00(
Subordinated det 2,00( 2,00(
Total liabilities 3,413,48! 2,931,75!
Total shareholde’ equity 379,77 269,47!
Total liabilities and sharehold¢ equity 3,793,25: 3,201,23.

Cash and Cash Equivalents

Cash and cash equivalents is comprised of casdamffom banks and interest earning deposits. @agldue from banks consisted mainl
vault cash and cash items in the process of calegthich amounted to $10.7 million and $12.9 roifliat June 30, 2013 and December 31,
2012, respectively. In addition, the interest-begudeposits portion of cash and cash equivalemsrsarily comprised of balances at the
Federal Reserve Bank in the amount of $192.6 millind $172.0 million at June 30, 2013 and Decer@be2012, as well as at the Federal
Home Loan Bank of Pittsburgh in the amount of $tilion at June 30, 2013 and $1.1 million at Decem®l, 2012. In total, cash and cash
equivalents increased $19.7 million, or 10.6%,20%7 million at June 30, 2013 when compared t@&¥L&illion at December 31, 2012.

Investment Securitie

Our investment securities portfolio is an importaotirce of interest income and liquidity. It cotsisf government agency and mortgage-
backed securities (guaranteed by an agency of tlitedJStates government or non-agency) and domeastgorate debt. In addition to
generating revenue, the investment portfolio ism@aned to manage interest-rate risk, provide tldyj provide collateral for other
borrowings, and diversify the credit risk of eaimssets. The portfolio is structured to maximieeinterest income, given changes in the
economic environment, liquidity position, and baarsheet mix.

At June 30, 2013, our investment securities weB2&Lmillion compared to $129.1 million in DecemBér 2012. The increase is primarily
the result of our purchase of FNMA and GNMA Ager@ymmunity Reinvestment Act (CRA)-eligible mortgdogeked securities. These
securities are comprised of loans in our assessaneat During the second quarter ended June 33, #td Bank purchased over $34.1
million of these securities.
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Unrealized gains and losses on available-for-sadearities are included in other comprehensive ircamd reported as a separate component
of shareholders’ equity, net of the related tar&tff

Loans

Existing lending relationships are primarily wittnall businesses and individual consumers primamiBucks, Berks, Chester, Montgomery,
Delaware, and Philadelphia Counties, Pennsylvaaanden and Mercer Counties, New Jersey; and Wesesheounty and New York City,
New York; and the New England area. The loan phbetis primarily comprised of commercial real estatonstruction, and commercial &
industrial loans. In addition, we have a mortgageelouse product line that provides financing totgame companies nationwide from the
time of the home purchase or refinancing of a nagégloan through the sale of the loan by the mgegaiginator into the secondary market,
either through a repurchase facility or the purehaithe underlying mortgages.

On March 28, 2013, Customers Bank completed thehase of certain commercial loans from MichiganelaSlagstar Bank. Under the
terms of the agreement, Customers Bank acquired.$18illion in commercial loan commitments, of whi$155.1 million was outstanding.
Also, as part of the agreement, Customers Bankiagaduhe leases for two of Flagstar's commercialiteg offices in New England. The
purchase price was 98.7% of loans outstanding.

Loans receivable, net, increased by $518.5 milii#1.8 billion at June 30, 2013 from $1.3 billianDecember 31, 2012. In the first quarter
of 2013, the bank acquired $182.3 million in comararioans from Michigan-based Flagstar Bank ofcht$151.6 million is currently
outstanding. In addition, the increase in Loangirable, net, was also attributable to higher badarfor commercial real estate of $420.0
million. Offsetting the increase was normal loanofi for PCI and Covered loans.

The composition of net loans receivable at Jun€803 and December 31, 2012 was as follows:

December 31

June 30,
2013 2012
(dollars in thousand:
Constructior $ 25,76¢ $ 27,79
Commercial real esta 35,90: 44,90:
Commercial and industri 7,22¢ 11,15:
Residential real esta 19,21: 19,95
Manufactured housin 3,50¢ 3,72¢
Total loans receivable covered under FDIC lossisbar
agreements (1 91,61« 107,52t
Constructior 33,45¢ 28,897
Commercial real esta 1,255,48. 835,48t
Commercial and industri 189,01« 75,11¢
Mortgage warehous 7,56( 9,56¢
Manufactured housin 145,92° 154,70:
Residential real esta 120,78: 109,43(
Consume 1,80¢ 2,061
Total loans receivable not covered under FDIC &heging
agreement 1,754,03 1,215,26.
Total loans receivabl 1,845,64. 1,322,78:
Deferred (fees) costs, n (372 1,67¢
Allowance for loan losse (28,147) (25,83)
Loans receivable, ni $1,817,13 $1,298,63!

(1) Loans that were acquired in two FDIC assistaddactions and are covered under loss sharingragrégs with the FDIC are referred to
as“covere(’ loans throughout this Managem’s Discussion and Analysi
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The commercial and construction credit loan refegfops are monitored on a periodic basis to evalia cash flows available for the
repayment of loans. Management emphasizes loaityqaat close monitoring of potential problem ctedCredit risk identification and
review processes are utilized to assess and mdah#aategree of risk in the loan portfolio. The lendand credit administration groups are
charged with reviewing the loan portfolio and idfyimg changes in the economy or in a borrowertswinstances which may affect the
borrower’s ability to repay the loan, or the unglieng) value of the pledged collateral.

As a mortgage warehouse lender, we provide a fdrimancing to mortgage bankers by purchasing ésate the underlying residential
mortgages on a short-term basis under a masterctegse agreement. We are subject to the risksiassdevith 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 warehousdidgrdivision monitors these mortgage originatorsbtaining financial and other relevant
information to reduce these risks during the leggieriod.

Covered loans are monitored and evaluated in time saanner to address the provision of the lossrgharrangements with the FDIC.

It is the legacy and acquired construction and cencial real estate secured portion of the loanfplastin which we are experiencing the
most difficulty with delinquent and non-accrualhsaln September 2009, we tightened the underwrjimlicies for commercial real estate
lending and construction lending. Although we bedi¢hat 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 Loandessin that area in the future.

Other than the concentrations already addressedriehouse lending, construction and commercialestte, and manufactured housing, at
June 30, 2013, we had no large exposures in dgigrindustries such as restaurants, home heaifitgisinesses or other industries that are
typically viewed as high risk.

Credit Risk

Customers Bancorp manages credit risk by maintgidiversification in its loan portfolio, by estadling 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/suated periodically as management
deems appropriate. The provision for loan losses$4a6 million and $2.7 million for the three mostnded June 30, 2013 and 2012,
respectively and $5.7 million and $4.5 million foe six months ended June 30, 2013 and 2012, résggcThe allowance for loan losses
was $28.1 million or .96% of total non-covered Isah June 30, 2013 and $25.8 million, or 1.20%t#lthoneovered loans, at December
2012.
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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 Six Months Ended

June 30, June 30,
2013 2012 2013 2012
(dollars in thousand:

Balance at the beginning of the periot $26,43¢ $15,40( $25,83" $15,03:
Loan charge-offs

Constructior 1,471 97¢ 1,471 2,191

Commercial real esta 1,481 93¢ 1,891 1,14:

Commercial and industrii 76 0 96 34

Residential real esta 65 17¢ 19¢ 20C

Consumer and otht 0 10 0 10
Total Charg-offs 3,09: 2,10¢ 3,65¢ 3,57¢
Loan recoveries

Constructior 0 0 0 0

Commercial real esta 8 14 60 50

Commercial and industrii 154 66 16& 66

Residential real esta 10 1 7 5

Consumer and othu 4 5 9 5
Total Recoverie: 17¢€ 86 241 12€
Total net charge-offs 2,917 2,02( 3,41¢ 3,452
Provision for loan losses 4,62( 2,73¢ 5,72( 4,53¢
Balance at the end of the perioc $28,14. $16,11¢ $28,14. $16,11¢
Net-charge-offs as a percentage of average n-covered loans 1.65% 0.67% 1.52% 0.52%

Asset Quality

We had impaired loans totaling $57.4 million ate®9, 2013, compared to $56.0 million at Decemlie2B12. Non-accrual non-covered
loans totaled $19.6 million at June 30, 2013, dénom $22.3 million at December 31, 2012. We hadahetrge-offs of $2.9 million for the
second quarter of 2013 and $2.0 million for theoselcquarter of 2012. We had net charge-offs of #8lHon for the six months ended
June 30, 2013 and $3.5 million for the six monthdesl June 30, 2012. There was $6.2 million and $dllbn of non-covered other real
estate owned as a result of foreclosure or volyrtansfer to us at June 30, 2013 and Decembe&t®D, 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 beliéagghis 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 theréu Originated loans are supported with
allowance for loan loss reserves. Acquired loarssapported with allowance for loan losses, nomedable difference fair value marks, and
cash reserves as described below.
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Asset Quality at June 30, 201.

NPLs to

Greater  Non-accrual/ Total NPAs to
than 90 Loan Loans +
PCI 3C-89 Days and NPLs OREO NPAs Type OREO
Loan Type Total Loans Loans Current Days Accruing (a) (b) (@)+(b) (%) (%)
(dollars in thousands
Originated Loans
Legacy (prior to 9/09 $ 87,46: $ 0 $ 7457 $ 307 $ 0 $ 12,57¢ $ 4,49. $17,07. 14.3t 18.5¢
Warehous¢ Repo 7,54¢ 0 7,54¢ 0 0 0 0 0 0.0C 0.0C
Warehous« HFS 1,414,94. 0 1,414,94: 0 0 0 0 0 0.0C 0.0C
Manufacturec 3,77¢ 0 3,76¢ 10 0 0 0 0 0.0C 0.0C
Commercia 533,29( 0 532,07 341 0 877 0 877 0.1¢ 0.1¢€
Multi-family 662,59: 0 662,59: 0 0 0 0 0 0.0C 0.0C
Consumer/Mortgag 91,43t 0 91,43¢ 1 0 0 0 0 0.0C 0.0cC
TDRs 4,192 0 1,57¢ 0 0 2,61 0 2,617 62.3: 62.3¢
Total Originated
Loans 2,805,24! 0 2,788,511 65¢ 0 16,06¢ 4,49z 20,56  0.57 0.7:
Acquired Loans
Berkshire 13,691 0 11,34¢ 0 0 2,34¢ 1,34( 3,68¢ 17.1¢ 24.5¢
FDIC - Coverec 51,74 0 43,41¢ 34¢ 0 7,98( 4,362 12,34. 154: 22.0C
FDIC - Nor-coverec 18 0 18 0 0 0 0 0 0.0C 0.0C
Manufactured Housing
2010 78,44 0 74,98t 3,45 0 0 0 0 0.0C 0.0C
Manufactured Housing
2011 0 0 0 0 0 0 41% 41z  0.0C 100.0(
Manufactured Housing
2012 55,95¢ 0 50,71 2,801 2,43¢ 0 0 0 0.0C 0.0C
Flagstai 151,59¢ 0 151,59¢ 0 0 0 0 0 0.0C 0.0C
TDRs 3,01( 0 1,741 117 0 1,152 0 1,15 38.27 38.2i
Total Acquired
Loans 354,46( 0 333,81¢ 6,72 2,43¢ 11,48( 6,11f 17,59¢ 3.2 4.8¢
Acquired PCI Loans
Berkshire 55,28 55,28’ 49,96° 122 5,19¢ 0 0 0
FDIC - Coverec 39,24¢ 39,24¢ 4,47: 0 34,77 0 0 0
Manufactured Housing
2011 6,352 6,352 3,11 767 2,47: 0 0 0
Total Acquired PCI
Loans 100,88° 100,88 57,55 88 42,44! 0 0 0
Subtotal 3,260,58 100,88° 3,179,88. 8,27t 44,88( 27,54¢ 10,607 38,15¢
Unearned Origination Fel (372) 0 0 0 0 0 0 0
Total Portfolio $3,260,21' $100,88° $3,179,88. $8,27¢ $44,88( $ 27,54¢ $10,607 $38,15¢ 0.8t 1.1%
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Asset Quality at June 30, 2013 (continuec

Reserve
Reserve:
Total to Loans
Credit Cash Credit to NPLs
Loan Type Total Loans NPLs ALL Marks Reserve Reserves (%) (%)

(dollars in thousands
Originated Loans

Legacy (prior to 9/09 $ 87,460 $12,57¢ $2,97¢ $ 0 $ 0 $297¢ 3.4C 23.6¢
Warehous¢ Repo 7,54¢ 0 57 0 0 57 0.7€ n/e
Warehous« HFS 1,414,94. 0 0 0 0 0 0.0C n/e
Manufacturec 3,77¢ 0 7€ 0 0 76 2.01 n/e
Commercia 533,29( 877 6,27( 0 0 6,27( 1.1€ 714.9:
Multi-family 662,59: 0 3,31t 0 0 3,31t 0.5C n/e
Consumer/Mortgag 91,43¢ 0 68t 0 0 68t 0.7t n/e
TDRs 4,197 2,61% 22C 0 0 22C 5.2t n/e
Total Originated Loans 2,805,241 16,06¢ 13,59¢ 0 0 13,59¢ 0.4¢ 84.6:
Acquired Loans
Berkshire 13,69° 2,34¢ 74C 0 0 74C 5.4C 31.52
FDIC - Coverec 51,74: 7,98( 2,26¢ 0 0 2,26t 4.3¢ 28.3¢
FDIC - Nor-coverec 18 0 0 0 0 0 0.0C n/e
Manufactured Housing 201 78,44 0 0] 0 2,74 2,74 3.5C n/e
Manufactured Housing 201 0 0 0 0 0 0 0.0C n/e
Manufactured Housing 201 55,95¢ 0 0 0 0 0 0.0C n/e
Flagstat 151,59¢ 0 0 0 0 0 0.0C n/e
TDRs 3,01( 1,152 35 0 0 35 1.1€ n/e
Total Acquired Loans 354,46( 11,48( 3,04( 0 2,74 5,78 1.6 50.41
Acquired PCI Loans
Berkshire 55,28} 0 3,94¢ (2,077) 0 1,86¢ 3.3¢ n/e
FDIC - Coverec 39,24¢ 0 6,69: (719 0 5,97: 15.22 n/e
Manufactured Housing 201 6,352 0 602 4,60z 0 5,20¢ 81.9¢ n/e
Total Acquired PCI Loans 100,88’ 0 11,24( 1,80¢ 0 13,04¢ 12.9: n/e
Subtotal 3,260,58 27,54¢ 27,87¢ 1,80¢ 2,743 32,43
Unearned Origination Fei (372) 0 0 0 0 0
Unallocatec 0 0 263 0 0 262
Total Portfolio $3,260,21! $27,54¢ $28,14. $1,80¢ $2,747 $32,69¢ 1.0C 118.6¢

Originated Loans

Loans that the Bank has originated (excluding Waush-HFS) totaled $1.4 billion at June 30, 2013kwut 75.3% of total loans. Of these,
$87.5 million represented loans that were origidgeor to September 2009 (“Legacy Loans”), whemitew management team lead by Jay
Sidhu introduced new underwriting standards thatagament believes are more conservative. At Jun2(, the loans originated prior to
September 2009 included $17.1 million of non-perfioig assets (“NPAs"pr 83.0% of total NPAs for originated loans. Loaniginated afte
September 2009, which totaled approximately $1ll®bj included $3.5 million of NPAs.

The high level of non-performing loans (“NPLs")time Legacy Loan portfolio (14.3% NPL / Loans) weupported with $3.0 million of
reserves, or about 3.4% of total Legacy Loans. Cernial loans and multifamily loans totaled $1.2ibil and were supported with $9.6
million of the allowance for loan losses. Consumaed mortgage loans totaled $91.4 million and wepperted by $685 thousand of the
allowance for loan losses.

Acquired Loan:

At June 30, 2013, we carried $455.3 million of dcepllloans which was 24.67% of total loans exclgdiiarehouse HFS. When loans are
acquired, they are recorded on the balance shéat atlue. Acquired loans include purchased tid§, FDIC failed-bank acquisitions, and
unassisted acquisitions. At June 30, 2013, (i) @308 acquired loans were purchased from Michigaseda-lagstar Bank on March 28, 2013,
(ii) 15.2% of acquired loans were from the BerkstBancorp acquisition, (iii) 19.9% of acquired Ieamere from FDIC assisted acquisitions,
which have loss share protection of 80% of crextisés being covered by the FDIC, and (iv) 30.9%cqgtiired loans represented
manufactured housing loans that were purchased Timmmac Holding Corporation, a consumer financepamy. Of the loans purchased
from Tammac prior to 2012, 92.5% were supported B2.7 million cash reserve that is maintained de@and deposit account at the Bank.
All current losses and delinquent interest are oevevith this reserve. We estimate that this caskmve will be adequate to cover future
losses and delinquent interest over the life ofpthkfolio. For the manufactured housing loans pased in 2012 in the amount of

$56.0 million, Tammac has an obligation to payhesfull payoff amount of a defaulted loan onceltberower vacates the property, which
includes any principal, unpaid interest, or advanme the loans.
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Most of the acquired loans were purchased at adigc The price paid factored into management’gioent on the credit and interest rate
risk inherent in the portfolio at the time of puasle. Every quarter, management reassesses tlamdsdjusts the fair value to incorporate
changes in the credit outlook. Total NPAs in thguaed portfolio were $17.6 million, or 46.1% otabNPAs. Of this total, 70.1% have FC
loss share protection (80% FDIC coverage of losgedsjune 30, 2013, the FDIC-covered loans had 88lldon of allowance for loan losses
and $719 thousand of non-accretable differencevédire marks to support future credit losses. %7%tal NPAs were from loans related to
the Berkshire acquisition, while 1.1% of total NP#ere from 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 thatbssuld be elevated, and therefore incorporatadetkpectation into the price paid.
Management also created a Special Assets groupdkat major focus on workouts for these acquitedperforming assets.

Held-For-Sale Loans

The loans held-for-sale portfolio included $1.1ibil of warehouse loans and $266.9 million of magegs. Held-for-sale-loans are carried on
our balance sheet at fair value or lower of cosharket, so an allowance for loan losses is notiege

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 June 30, 2083December 31, 2012. Non-accruals loans dea&2s& million through June 30, 2013
when compared to December 31, 2012.

December 31
June 30,
2013 2012
(dollars in thousand:
Loans 90+ days delinquent and still accrc $ 2,43¢ $  1,96¢
Non-accrual loans (1 $19,56¢ $ 22,34)
Other real estate own 6,24 4,00¢
Non-performing no-covered asse $25,81: $ 26,35:
(1) Net of credit marks
June 30 December 31
2013 2012
Non-accrual non-covered loans to total non-covereddoa 1.12% 1.84%
Non-performing, no-covered assets to total r-covered asse 1.47% 2.1e%
Non-accrual loans and 90+ days delinquent to totatcarered
asset: 1.25% 1.9%
Allowance for loan losses t
Total nor-covered loan 0.9€% 1.2(%
Non-performing, no-covered loan 86.31% 65.26%
Non-performing, no-covered asse 65.4¢% 55.3%%

We seek to manage our credit risk through the difieation of the loan portfolio and the applicatiof policies and procedures designed to
foster sound credit standards and monitoring prastiWhile various degrees of credit risk are daased with substantially all investing
activities, the lending function carries the greatiegree of potential loss.

The tables below set forth non-accrual loans andperforming assets covered under FDIC loss shagngements at June 30, 2013 and
December 31, 2012.

December 31

June 30,
2013 2012
(dollars in thousands
Non-accrual covered loans ( $ 7,98( $ 10,50«
Covered other real estate owr 19,56¢ 4,10¢
Non-performing, covered asse $27,54¢ $ 14,61

(1) Net of credit marks
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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 aniédy networks. These networks provide low costling alternatives to retail deposits ¢
provide diversity to our sources of funds. Totgbakgts grew by 13.7% to $2.8 billion at June 3Q.26Gom $2.4 billion at December 31,
2012. Noninterest Bearing Demand deposits grew $46.2 millibile certificate of deposits grew $165.1 millidfime deposits $100,000 &
over, increased $214.7 million compared to Decer8ttef012 due to deposit promotions and the addidfache CDARS deposit program.

The components of deposits were as follows:

December 31

June 30,
2013 2012
(dollars in thousand:
Demand, no-interest bearin $ 265,84 $ 219,68
Demand, interest bearit 1,139,63: 1,020,941
Savings 25,22 20,29¢
Time, $100,000 and ov 923,15¢ 708,48’
Time, other 421 ,85¢ 471,39¢
Total depositt $2,775,71. $2,440,81

Capital Adequacy

Shareholders’ equity increased by $110.3 millio8339.8 million at June 30, 2013, from $269.5 moiiliat December 31, 2012. Net income
was $15.4 million for the six months ended June2B0,3. On May 22, 2013, we raised $103.5 milliogiiass proceeds by issuing 6,179,104
shares of our voting common stock at a price tgthtdic of $16.75 per share. Net proceeds afteuding underwriting discounts and
commissions and offering expenses were $97.7 millio

In addition, the recognition of stock-based compéing increased equity by $1.5 million, which irecse was offset by unrealized losses on
securities of $4.6 million. Lastly, 23,413 sharé¥oting Common Stock were issued during the fipsarter of 2013 to directors who were
entitled to receive these as compensation for #ezirice as a director of Customers Bancorp orddusts Bank, which resulted in a $252,(
increase in shareholders’ equity.

We are subject to various regulatory capital rezraints that are monitored by federal banking agené€iailure to meet minimum capital
requirements can lead to supervisory actions bylaggrs; any supervisory action could have a dinegterial effect on our financial
statements. During the quarter ended June 30, ZDikpmers Bancorp downstreamed $114 million il ¢aCustomers Bank. At June 30,
2013, we met all capital adequacy requirementshiclmwe were subject and were well capitalized.
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The capital ratios for the Bank and Customers BgnabJune 30, 2013 and December 31, 2012 weidlaw/$:

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 June 30, 2013
Total capital (to risk weighted assets
Customers Bancorp, In $406,31: 13.3% $ 244,03¢ 8.C% N/A N/A
Customers Ban $378,97. 124% $ 243,91 8.(% $ 304,89 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $377,61° 12.3¢% $ 122,01 4.C% N/A N/A
Customers Ban $350,27¢ 11.4%9% $ 121,95t 4.0% $ 182,93 6.0%
Tier 1 capital (to average assets)
Customers Bancorp, In $377,61° 11.2% $ 134,89 4.(% N/A N/A
Customers Ban $350,27¢ 10.3%9% $ 134,84 4.(% $ 168,55¢ 5.C%
As of December 31, 201z
Total capital (to risk weighted assets)
Customers Bancorp, In $289,03! 11.2¢% $ 205,44 8.C% N/A N/A
Customers Ban $244,71( 9.59% $ 205,44: 8.(% $ 256,80: 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $262,71¢ 10.2% $ 102,72. 4.(% N/A N/A
Customers Ban $218,39: 85(% $ 102,72: 4.0% $ 154,08: 6.C%
Tier 1 capital (to average assets
Customers Bancorp, In $262,71! 9.3(% $ 112,93¢ 4.(% N/A N/A
Customers Ban $218,39: 7.7% $ 112,89 4.0% $ 141,12 5.0%

Liquidity and Capital Resources

Liquidity for a financial institution is a measunéthat institution’s ability to meet depositor®exs for funds, to satisfy or fund loan
commitments, and for other operating purposes. fmsadequate liquidity is an objective of the Adsability Management process. We
coordinate our management of liquidity with ouegst-rate sensitivity and capital position. Weévetto maintain a strong liquidity position.

Our investment portfolio provides periodic cashwifothrough regular maturities and amortization eautl be used as collateral to secure
additional liquidity funding. Our principal sourcesfunds are proceeds from stock and debt isssadeposits, principal and interest
payments on loans, and other funds from operatiMesalso maintain borrowing arrangements with tH&B and the Federal Reserve Bank
of Philadelphia to meet short-term liquidity neefisJune 30, 2013, our borrowing capacity with Bi¢L.B was $792.4 million of which
$110.0 million was utilized in longerm borrowings. Furthermore, at June 30, 2013awailable borrowing capacity with the Federal Res
Bank of Philadelphia was $82.7 million.

Net cash flows provided by operating activities &#$86.7 million for the six months ended June 81 Proceeds of loans held for sals
excess of the origination of loans held for saletdbuted $22.2 million to cash flows provided hyevating activities. Investing activities ut
net cash flows of $598.6 million for the six mon#rsled June 30, 2013, as purchases less proceadsiturities, calls and principal
repayments of investment securities used $60.5omillThe net increase in loans in the amount off#Willion as well as the purchase of
Flagstar loans of $155.3 million used cash of $832illion. An additional purchase of bawkvned life insurance in the amount of $10 mil
during the first quarter ended March 31, 2013 atsutributed to the total cash used in investingvéigts on a six-month year-to-date basis.
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A $334.9 million net increase in deposits combingith an increase in both short-term borrowed fuadd FHLB borrowings in the amounts
of $99.0 million and $50.0 million, respectivelyppided support for operating activities.

On May 22, 2013, we raised $103.5 million in grpesceeds by issuing 6,179,104 shares of our vatimymon stock at a price to the public
of $16.75 per share. Net proceeds after deductidgmwriting discounts and commissions and offeergenses were $97.7 million and were
used for general corporate purposes.

Ultimately, the net result was an increase in @ghcash equivalents of $19.7 million for the sontis ended June 30, 2013 as compared to
an increase of $48.5 for the same period ended 3yr2012.

Other Information
Regulatory Matters and Pending Legislat

In 2008, the U.S. financial system and broader egonfaced the most severe financial crisis sineeGheat Depression. The crisis threatened
the stability of the financial system and contréxito the failure of numerous financial instituspimcluding some large, complex financial
institutions. In response to the crisis, Congresspd the Dodd-Frank Wall Street Reform and ConsBmagection Act (Dodd-Frank Act),
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-Framt éxempts small institutions, such as communitykkaand credit unions, from several
of its provisions, and authorizes federal regukatorprovide small institutions with relief fromrtan regulations, it also contains provisions
that will impose additional restrictions and coraplie costs on these institutions. Determining whidvisions will affect us is difficult,
because the impact may depend on how agenciesnraptecertain provisions through their rules, anahynaf the rules needed to implement
the act have not been finalized.

On September 12, 2010, the Basel Committee on Bgrkiipervision announced an agreement to a stemgdhset of capital requirements
for internationally active banking organizationglie United States and around the world, knownaseBlIl. Basel Ill narrows the definition
of capital, introduces requirements for minimumrTiecommon capital, increases requirements formmna Tier 1 capital and total risk-
based capital, and changes risk-weighting methaiiiedo Basel Il is scheduled to be phased in awee tntil fully phased in by January 1,
2019. On July 2, 2013, the Federal Reserve adaptiedl rule regarding new capital requirementsspant to Basel lll. These rules, which
are currently scheduled to become effective onaanl, 2015 for community banks, could increaserélggired amount of regulatory capital
that we must hold and lead to limitations on thadd#ind payments to us by Customers Bank. We arde&uag the impact of the new capital
requirements on our business.

Effect of Government Monetary Policies

Our earnings are and will be affected by domestamemic conditions and the monetary and fiscalgpedi of the United States government
and its agencies. An important function of the FallReserve Board is to regulate the money suppdyiterest rates. Among the instrume
used to implement those objectives are open mageiations in United States government securitielschanges in reserve requirements
against member bank deposits. These instrumentssackin varying combinations to influence ovegatiwth and distribution of bank loans,
investments, and deposits, and their use may #sct aates charged on loans or paid for deposits.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

At June 30, 2013, there have been no material @wimgthe information disclosed under “Quantitativel Qualitative Disclosures About
Market Risk” included within Customers Bancorp’sl20-orm 10-K.

ltem 4. Controls and Procedures

As of the end of the period covered by this repBustomers Bancorp carried out an evaluation, utigesupervision and with the
participation of Customers Bancorp’s managementuding Customers BancopCThief Executive Officer and Chief Financial O#ficof the
effectiveness of the design and operation of CustsrBancors disclosure controls and procedures as definednethe Exchange Act Rul
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 June 30, 2013.

During the quarter ended June 30, 2013, there baer no changes in the Bancorp’s internal contret éinancial reporting that have
materially affected, or are reasonably likely totenally affect, the Bancorp’s internal control omancial reporting.
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Part Il. OTHER INFORMATION
Item 1. Legal Proceedings

Except as described below, neither Customers Banearrany of its subsidiaries is involved in, nany of their property the subject of, any
material legal proceedings other than ordinaryinaulitigation incident to their business.

On August 7, 2013, we received a letter from thdeffal Reserve Bank of Philadelphia (Reserve Bahk¥ determination, in connection w
its consumer compliance and Community ReinvestrAehexaminations of the Bank, to make a referrahtmDepartment of Justice. The
Reserve Bank has informed us that it has madesfeeral based on its contention that the Bank lsagomplied with certain provisions of t
Equal Credit Opportunity Act, Fair Housing Act alRdgulation B with regard to portions of the CityRifiladelphia. As of the date hereof,
have not received any communication from the Depamnt of Justice with respect to this matter. Wéelvel that the Bank has complied with
these laws and regulations. We intend to coopéuiiewith the Department of Justice if and whery aaview regarding this matter is
commenced.

Item 1A. Risk Factors

In addition to the other information set forth st Quarterly Report, you should carefully consitter factors discussed in “Risk Factors”
included within the 2012 Form 10-K and below. Thss described herein and in the 2012 Form 10-khatehe only risks facing

us. Additional risks and uncertainties not curngRtiown to us or that we currently deem to be ingriat also may materially adversely aff
our business, financial condition and/or operategplts. See “ltem 2 — Management's Discussionfmalysis of Financial Condition and
Results of Operations — Cautionary Note Regardimgvrd-Looking Statements.”
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The short-term and long-term impact of the new regulatory capital standards and the forthcoming new capital rules on U.S. banksis
uncertain.

On September 12, 2010, the Basel Committee on Bgrikipervision, announced an agreement to a stremed set of capital requirements
for internationally active banking organizationgfie United States and around the world, knownaseBlIl. Basel Il narrows the definition
of capital, introduces requirements for minimumrTiecommon capital, increases requirements formmna Tier 1 capital and total risk-
based capital, and changes risk-weighting methaiiiedo Basel Il is scheduled to be phased in awee tntil fully phased in by January 1,
2019.

On July 2, 2013, the Federal Reserve adopted briitearegarding new capital requirements purstaiasel Ill. These rules, which are
currently scheduled to become effective on Janig®015 for community banks, could increase theired amount of regulatory capital that
we must hold and lead to limitations on the dividi@ayments to us by Customers Bank.

Various provisions of the Dodd-Frank Act increase ¢apital requirements of bank holding comparsesh as Customers Bancorp, and non-
bank financial companies that are supervised by#ueral Reserve. The leverage and risk-basedatagips of these entities may not be
lower than the leverage and risksed capital ratios for insured depository ingtitis. While the Basel Il changes and other reigmacapita
requirements will likely result in generally highegulatory capital standards, we are evaluatiegitw rules and their effect on us and our
bank subsidiaries.

We may suffer losses due to minority investmentsin other financial institutions or related companies.

From time to time, we may make or consider makimgomity investments in other financial institutioastechnology companies in the
financial services business. If we do so, we maybeaable to influence the activities of companmeshich we invest, and may suffer losses
due to these activities. Investments in foreign ganies could pose additional risks as a resultstdce, language barriers and potential lack
of information (for example, foreign institutiorincluding foreign financial institutions, may nag bbligated to provide as much information
regarding their operations as those in the UnitateS). Our previously announced,
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contemplated investment in Religare Enterprisesten(or Religare), which is a diversified finarics@rvices company and is applying for a
banking license in India, represents such an invest. Our investment in Religare securities is ecthjo approval by India’s Foreign
Investment Promotion Board and may be subject taegulators, including the Federal Reserve, afElfgare obtains a banking license, we
also may be required to obtain approval to holdd%nore of Religare’s common stock. There is na@sxce of the timing

or Religare’s ability to obtain a banking licenadndia, which is important to our anticipated istraent and cross-referral strategy and the
results of this strategy, cannot be predicted. iDugstment in Religare common stock is not condgion Religare receiving a banking
license in India. Our alliance and referrals to fiedh Religare are yet to be defined, and our keéinew business derived from such
referrals cannot be predicted. These and otheorfaatay result in lower-tha@xpected returns, or a loss, on our investmentiigre. We d
not expect to receive any dividends on our investriteReligare securities. In addition, our invesirhin Religare may not have the market
liquidity needed to realize a gain or avoid losse®ur investment and any dispositions of our Reégzommon stock or warrants may be
limited or delayed by market conditions or the néwdegulatory or other approvals in India, and #alue of our investment will be subjec
fluctuations in the currency exchange rates betweernndian rupee and the United States dollar. Waieants we have agreed to purchase
will be subject to mandatory exercise within 18 isnof issuance. We cannot be assured that theatmgdexercise of the warrants will be
in our best interest and while the warrants areetqul to be listed on an India securities exchawgenay not be able to find a purchaser for
the warrants prior to the mandatory exercise deadln addition, our upfront payment of $7 millitor the warrants is non-refundable and
unless the warrants are exercised or sold timedycould lose this entire amount. The definitiverteof the Religare transactions and
relationships are being negotiated, and the cuyenhtemplated terms and conditions may change.

We will be required to hold capital for United States bank regulatory purposes to support our investm# in Religare securities.

Under the newly adopted U.S. capital adequacy rwlagh are currently scheduled to be effectivefatanuary 1, 2015, we will have to hold
risk based capital based on the amount of Religamemon stock we own. The impact of the final cdgitlequacy rules is still being
evaluated. Depending upon the implementation ofitted U.S. capital adequacy rules, these investmea the extent still held, will be risk
weighted within a range of 100% to 400% of the amiai the investment. Any capital that is requitede used to support our Religare
investment will not be available to support our tgdiStates operations or Customers Bank, if needed.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

On May 22, 2013, the Bancorp completed an unddemripublic offering of its voting common stock units shelf registration statement on
Form S-3 (Registration Statement No. 333-188040Fwtvas declared effective by the SEC on April 3013, including the prospectus
contained therein, and the preliminary prospeatypplement dated May 9, 2013 and final prospectpplsment dated May 15, 2013.

In the offering, the Bancorp registered and issh&d@9,104 shares of its voting common stock, indg@05,970 shares as a result of the
exercise of an underwriters’ over-allotment optiaha price to the public of $16.75 per share,lti@guin gross proceeds of $103.5 million.
FBR Capital Markets & Co., Sterne, Agee & Leaclt. liand Boenning & Scattergood, Inc. acted as titerwriters for the offering.

The net proceeds to the Bancorp after deductingmwriting discounts and commissions and estimatfstiog expenses were approximately
$97.7 million. Underwriting discounts and commissieequaled $5.2 million, and a reasonable estiofatee total expenses of the offering,
excluding underwriting discounts and commissionas approximately $2.0 million, which includes $indlion in share-based compensation
expense (that will be recognized over the figar vesting period) relating to options to purehas aggregate of 617,910 and 92,687 shat
voting common stock, representing 10% and 1.5%@fhumber of shares issued in the May 2013 offesfngpting common stock, that were
granted to the Chief Executive Officer and the €hiperating Officer in connection with the compbetiof the offering pursuant to their
existing employment agreements, respectively.

As of June 30, 2013, the Bancorp had invested $nilion of the net proceeds in its wholly ownedsidiary, Customers Bank, and
deposited the remaining $22.7 million in a non-iest-bearing account at Customers Bank.

Item 3. Defaults Upon Senior Securitie:
None.
Item 4. Mine Safety Disclosures

Not applicable

Iltem 5. Other Information
None
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ltem 6. Exhibits

Exhibit
No. Description
1.1 Underwriting Agreement, dated as of May 15, 2043abd among Customers Bancorp, Inc., Customers BadkBR Capite

Markets & Co., as representative of the underwgitermed therein, incorporated by reference to Hxhib to the Customers
Bancorp K filed with the SEC on May 16, 20!

1.2 Underwriting Agreement, dated as of July 24, 2@143and among Customers Bancorp, Inc., Customerk Bad Janney
Montgomery Scott LLC, as representative of the mwdéers named therein, incorporated by referendéxhibit 1.1 to the
Customers Bancorg-K filed with the SEC on July 26, 20:

2.1 Amendment to Agreement and Plan of Merger, dateaf April 22, 2013, by and among Customers Banchmp, and CMS
Bancorp, Inc., incorporated by reference to ExHiitto the Customers Bancorp Form 8-K filed with SEC on April 24,
2013

3.1 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

3.2 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

3.3 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

4.1 Indenture, dated as of July 30, 2013, by and betv@&etomers Bancorp, Inc., as Issuer, and Wilmimgtast, National
Association, as Trustee, incorporated by referéadexhibit 4.1 to the Customers Bancorp 8-K filethithe SEC on July 31,
2013

4.2 First Supplemental Indenture, dated as of July2B@3, by and between Customers Bancorp, Inc. sagisand Wilmington

Trust, National Association, as Trustee, incorpeidiy reference to Exhibit 4.2 to the CustomerscBgm8-K filed with the
SEC on July 31, 201

4.3 6.375% Global Note in aggregate principal amour58,000,000, issued July 30, 2013, incorporaterkfgrence to Exhibit
4.3 to the Customers Bancor-K filed with the SEC on July 31, 20:
10.1 Termination and Non-Renewal Agreement, dated #@gaf 4, 2013, by and among Customers Bancorp, iscacia Life

Insurance Company, and Ameritas Life Insurance Corporporated by reference to Exhibit 10.1 toGhestomers Bancorp
Form &K filed with the SEC on April 10, 201

31.1. Certification of the Chief Executive Officer Pursiiao Exchange Act Rule 1-14(a) or Rule15-14(a)
31.2. Certification of the Chief Financial Officer Pursudo Exchange Act Rule 1-14(a) or Rulel15-14(a)
32.1. Certification of the Chief Executive Officer Pursiiao 18 U.S.C. Section 1350, as Adopted PursuaSettion 906 of
Sarbane-Oxley Act of 200z
32.2. Certification of the Chief Financial Officer Pursudo 18 U.S.C. Section 1350, as Adopted PursuaSettion 906 of
Sarbane-Oxley Act of 200z
101 The Exhibits furnished* as part of this report asefollows:

101.INS XBRL Instance Document.

101.SCH XBRL Taxonomy Extension Schema Documel

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutiie
101.LAB XBRL Taxonomy Extension Label Linkbase Documel
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doeniri
101.DEF 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 Securities &xgl Act of 1934, the registrant has duly caussdéport to be signed on its behalf
by the undersigned thereunto duly authorized.

Customers Bancorp, Inc.

August 9, 2013 By: /s/Jay S. Sidhu
Name Jay S. Sidhi
Title: Chairman and Chief Executive Officer
(Principal Executive Officer

Customers Bancorp, Inc.

August 9, 2013 By: /s/ James D. Hogan
Name James D. Hoga
Title: Chief Financial Officer
(Principal Financial Officer
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Exhibit Index

1.1 Underwriting Agreement, dated as of May 15, 2043abd among Customers Bancorp, Inc., Customers BadkBR Capite
Markets & Co., as representative of the undervwgitermed therein, incorporated by reference to Hxhib to the Customers
Bancorp K filed with the SEC on May 16, 20!

1.2 Underwriting Agreement, dated as of July 24, 2@143and among Customers Bancorp, Inc., Customerk Bat Janney
Montgomery Scott LLC, as representative of the mwdéers named therein, incorporated by referendéxhibit 1.1 to the
Customers Bancorg-K filed with the SEC on July 26, 20:

2.1 Amendment to Agreement and Plan of Merger, dateaf April 22, 2013, by and among Customers Banchmp, and CMS
Bancorp, Inc., incorporated by reference to ExHiitto the Customers Bancorp Form 8-K filed with SEC on April 24,
2013

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

3.2 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

3.3 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

4.1 Indenture, dated as of July 30, 2013, by and betv@&etomers Bancorp, Inc., as Issuer, and Wilmimgtast, National
Association, as Trustee, incorporated by referéadexhibit 4.1 to the Customers Bancorp 8-K filethithe SEC on July 31,
2013

4.2 First Supplemental Indenture, dated as of July28@3, by and between Customers Bancorp, Inc. sagisand Wilmington

Trust, National Association, as Trustee, incorpediy reference to Exhibit 4.2 to the CustomerscBgm8-K filed with the
SEC on July 31, 201

4.3 6.375% Global Note in aggregate principal amour#5#,000,000, issued July 30, 2013, incorporaterefarence to Exhibit
4.3 to the Customers Bancor-K filed with the SEC on July 31, 20:
10.1 Termination and Non-Renewal Agreement, dated #@gaf 4, 2013, by and among Customers Bancorp, iscacia Life

Insurance Company, and Ameritas Life Insurance Corporporated by reference to Exhibit 10.1 to¢hestomers Bancorp
Form &K filed with the SEC on April 10, 201

31.1. Certification of the Chief Executive Officer Pursiido Exchange Act Rule 1-14(a) or Rulel5-14(a)
31.2. Certification of the Chief Financial Officer Pursudo Exchange Act Rule 1-14(a) or Rulel5-14(a)
32.1. Certification of the Chief Executive Officer Pursiidao 18 U.S.C. Section 1350, as Adopted Pursus8ettion 906 of
Sarbane-Oxley Act of 2002
32.2. Certification of the Chief Financial Officer Pursuido 18 U.S.C. Section 1350, as Adopted Pursua8ettion 906 of
Sarbane-Oxley Act of 2002
101 The Exhibits furnished* as part of this report asefollows:

101.INS XBRL Instance Document.

101.SCH XBRL Taxonomy Extension Schema Documel

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutiie
101.LAB XBRL Taxonomy Extension Label Linkbase Documel
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doeniri
101.DEF XBRL Taxonomy Extension Definitions Linkbase Docurh&

* 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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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. | have reviewed this quarterly report on Forn-Q of Customers Bancorp, Int

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 registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

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

(b) Designed such internal control over financial réipgr or caused such internal control over finaheaorting to be designed un
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registradisslosure 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; an

(d) 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#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

(@ All significant deficiencies and material weakses in the design or operation of internal céootrer 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

/sl Jay S. Sidhu

Jay S. Sidhi

Chairman and Chief Executive Offic
(Principal Executive Officer

Date: August 9, 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)

()

(d)

(@)
(b)

| have reviewed this quarterly report on Forn-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 registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

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

Designed such internal control over financial réipgr, or caused such internal control over finahi@porting to be designed uni
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

Evaluated the effectiveness of the registradisslosure 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; an

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#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons 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. Hoga
Chief Financial Officel
(Principal Financial Officer)

Date: August 9, 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 CustosmBancorp, Inc. (the “Corporation”) on Form 10-@ flee period ending June 30, 2013, as
filed with the Securities and Exchange Commissiohe date hereof (the “Reportf),Jay S. Sidhu, Chairman and Chief Executive @ffiaf
the Corporation, certify, pursuant to 18 U.S.C.51,3s adopted pursuant to 8906 of the Sarbanes/@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: August 9, 2013 /sl Jay S. Sidhu
Jay S. Sidhu, Chairman and Chief Executive Office

(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 CustosmBancorp, Inc. (the “Corporation”) on Form 10-@ flee period ending June 30, 2013, as
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, James D. Hod@zmef Financial Officer of the
Corporation, certify, pursuant to 18 U.S.C. §13®adopted pursuant to 8906 of the Sarbanes-OxdepfR002, 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: August 9, 2013 /sl James D. Hogan
James D. Hogan, Chief Financial Officel

(Principal Financial Officer)




