Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

Quatrterly report pursuant Section 13 or 15(d) of the Securities Exchange Act of 1934

For the quarterly period ended June 30, 2015

O Transition report pursuant Section 13 or 15(d) of he Securities Exchange Act of 1934

For the transition period from to

001-35542
(Commission File number)

Customers{2=Bancorp, Inc.

(Exact name of registrant as specified in its chaefr)

Pennsylvania 27-2290659
(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification No.)

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 € filed all reports required to be filed by Sewti® or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been subjec



to such filing requirements for the past 90 day¥es No O

Indicate by check mark whether the registrant lasmstted electronically and posted on its corpo¥&ebsite, if any, every Interactive Data
File required to be submitted and posted pursuaRite 405 of Regulation S-T during the precedigrbnths (or for such shorter period that
the registrant was required to submit and post §ilet). Yes No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, @aocelerated filer, or a smaller reporting

company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filer O Accelerated filer

Non-accelerated filer [0 (Do not check if a smaller reporting company) Smaller Reporting Company O
Indicate by check mark whether the registrantsfell company (as defined in Rule 12b-2 of the Bxgje Act) YesO No

On July 31, 2015, 26,871,745 shares of Voting Com®ick were issued and outstanding.




Table of Contents
CUSTOMERS BANCORP, INC. AND SUBSIDIARIES

Table of Contents

Part |

ltem 1. Customers Bancorp, Inc. Consolidated Financiak®tants as of June 30, 2015 and for the three amdaith periods ended

June 30, 2015 and 2014 (unaudited 3
Iltem 2. Management’s Discussion and Analysis of Financ@idition and Results of Operations 41
ltem 3.  Quantitative and Qualitative Disclosures about MaRisk 68
Iltem 4.  Controls and Procedures 68
PART Il
ltem 1. Legal Proceedings 69
Item 1A. Risk Factors 69
Iltem 2.  Unregistered Sales of Equity Securities and Uderoteeds 69
ltem 3.  Defaults Upon Senior Securities 69
ltem 4. Mine Safety Disclosures 69
ltem 5.  Other Information 69
Iltem 6.  Exhibits 70
SIGNATURES 71
Ex-31.1
Ex-31.2
Ex-32.1
Ex-32.2
Ex-101




Table of Contents

CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET — UNAUDITED
(amounts in thousands, except share and per shtak d

Cash and due from banks
Interest-earning deposits

Cash and cash equivalents

ASSETS

Investment securities available for sale, at falue

Loans held for sale (includes $1,949,572 and $16835 respectively, at fair value)

Loans receivable

Allowance for loan losses

Total loans receivable, net of allowance for loasskes

FHLB, Federal Reserve Bank, and other restricteckst
Accrued interest receivable
FDIC loss sharing receivable

Bank premises and equipment, net

Bank-owned life insurance

Other real estate owned
Goodwill and other intangibles

Other assets

Liabilities:
Deposits:

Demand, non-interest bearing

Total assets

LIABILITIES AND SHAREHOLDERS’ EQUITY

Interest-bearing

Total deposits

FHLB advances

Other borrowings
Subordinated debt
Accrued interest payable and other liabilities

Total liabilities

Shareholders’ equity:

Preferred stock, $1.00 par value per share; ligitidgreference $25.00 per share; 100,000,000
shares authorized, 2,300,000 and 0 shares issdenligstanding as of June 30, 2015 and

December 31, 2014

Common stock, par value $1.00 per share; 200,00G;08res authorized; 27,402,005 and
27,277,789 shares issued as of June 30, 2015 acahiber 31, 2014; 26,871,745 and 26,745,529
shares outstanding as of June 30, 2015 and Dece&hp2014

Additional paid in capital

Retained earnings

Accumulated other comprehensive loss, net

Treasury stock, at cost (530,260 shares as of 32015 and 532,260 shares as of December 31,

2014)

See accompanying notes to the unaudited consalidet@ncial statements.

Total shareholders’ equity
Total liabilities and shareholders’ equity

3

June 30, December 31,
2015 2014

44,06: $ 62,74¢
347,52! 308,27
391,58¢ 371,02
373,95: 416,68!
2,030,34 1,435,45!
4,524,82! 4,312,17.
(37,49) (30,939
4,487,33. 4,281,24
78,14¢ 82,00:
15,95¢ 15,20¢
— 2,32(
11,45: 10,81(
155,94( 138,67t
13,31¢ 15,37:
3,65¢ 3,66¢
55,94 52,91
7,617,664 % 6,825,37!
584,38( $ 546,43t
4,892,717 3,986,10.
5,477,15 4,532,53
1,388,001 1,618,001
88,25( 88,25(
110,00 110,00
30,73¢ 33,431
7,094,14: 6,382,22!
55,56¢ —
27,40: 27,27¢
359,45! 355,82.
93,42: 68,42:
(4,119 (122
(8,239 (8,259
523,50: 443,14!
7,617.64. $ 6,825,37!
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME — UNAUDITED
(amounts in thousands, except per share data)

Three Months Ended

Six Months Ended

June 30, June 30,
2015 2014 2015 2014
Interest income:
Loans receivable $ 42,80. $ 35,22( 85,89 $ 63,57¢
Loans held for sale 13,52: 6,71t 24,42: 11,79¢
Investment securities 2,25 2,54: 4,61¢€ 5,58:
Other 1,107 614 3,46¢ 1,011
Total interest income 59,68: 45,09: 118,40: 81,96¢
Interest expense:
Deposits 8,14¢ 5,727 15,67: 11,14:
Other borrowings 1,49¢ 1,18¢ 2,98¢ 2,34(
FHLB advances 1,79¢ 1,141 3,48¢ 1,637
Subordinated debt 1,68¢ 11C 3,37( 12¢€
Total interest expense 13,12t 8,16: 25,61 15,24¢
Net interest income 46,55¢ 36,93( 92,88¢ 66,72¢
Provision for loan losses 9,33t 2,88¢ 12,29¢ 7,25:
Net interest income after provision for loan losses 37,22: 34,04¢ 80,58¢ 59,47(
Non-interest income:
Mortgage warehouse transactional fees 2,79¢ 2,21¢ 5,072 3,97¢
Bank-owned life insurance 1,16¢ 83¢ 2,23( 1,67(C
Gain on sale of loans 827 572 2,05¢ 571
Mortgage loans and banking income 287 1,55¢ 43¢ 1,96:
Deposit fees 247 212 42€ 42€
Gain (loss) on sale of investment securities (69) 35¢ (69) 3,191
Other 1,13¢ 1,162 1,971 2,42t
Total non-interest income 6,39° 6,911 12,12¢ 14,22(
Non-interest expense:
Salaries and employee benefits 14,44¢ 11,59 28,40( 20,94:
Technology, communication and bank operations 2,83¢ 2,30¢ 5,36¢ 4,47(
Professional services 2,792 1,881 4,70t 4,16:
Occupancy 2,19¢ 1,911 4,30( 3,94z
FDIC assessments, taxes, and regulatory fees 99E 3,07¢ 4277 5,20¢
Advertising and promotion 42¢ 42¢ 77€ 84:<
Loan workout expense (income) (23 477 25¢€ 91€
Other real estate owned expense (income) (580) 89C 304 1,24z
Other 2,652 2,644 4,742 4,64
Total non-interest expense 25,66( 25,20 53,12¢ 46,37:
Income before income tax expense 17,95¢ 15,75( 39,59( 27,31¢
Income tax expense 6,40( 5,517 14,08: 8,94~
Net income 11,55¢ 10,23: 25,50¢ 18,37
Preferred stock dividend 507 — 507 —
Net income available to common shdralders $ 11,04¢ $ 10,23: 25,000 % 18,374
Basic earnings per common share $ 041 $ 0.3¢ 0.9 0.6¢
Diluted earnings per common share 0.3¢ 0.37 0.8¢ 0.6€

See accompanying notes to the unaudited consalidet@ncial statements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME — U NAUDITED

(amounts in thousands)

Three Months Ended

Six Months Ended

Net income $
Unrealized gains (losses) on securities:

Unrealized holding gains (losses) on securitiesiragi
during the period (1)
Income tax effect (1)

Less: reclassification adjustment for (gains) lssse
securities included in net income

Income tax effect

Net unrealized gains (losses)
Unrealized gains (losses) on cash flow hedges:

Unrealized gains (losses) on cash flow hedgesarisi
during the period

Income tax effect

Net unrealized gains (losses)

Other comprehensive income (loss), net of tax

Comprehensive income $

June 30, June 30,

2015 2014 2015 2014
11,55¢ $ 10,23: 25,50¢ $ 18,37:
(5,427 4,101 (4,969 13,22:

2,03¢ (1,435 1,81¢ (4,62¢)
69 (359 69 (3,199
(26) 12& (26) 1,115
(3,34¢) 2,432 (3,109 6,52(
44¢ (1,627 (1,500 (957)
(167) 567 611 33t
27¢ (1,059 (889) (622)
(3,067 1,37¢ (3,997) 5,89¢
8,48¢ $ 11,61 21,51¢ $ 24,27:

(1) Includes immaterial gains or losses on foreignemgy items

See accompanying notes to the unaudited consalidet@ncial statements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY — UNAUDITED
(amounts in thousands, except shares outstandiay da

Six Months Ended June 30, 2015

Preferred Stock Common Stock
Shares of Shares of Accumulated
Preferred Common Additional Other
Stock Stock Common Paid in Retained Comprehensive Treasury
Outstanding Preferred Stock Outstanding Stock Capital Earnings Loss Stock Total
Balance, January 1,
2015 — 3 — 26,74552 $ 27,27t $ 355,82 $ 6842. $ (122) $ (8,259 $ 443,14!
Net income — — — — — 25,50¢ — — 25,50¢
Other comprehensive loss — — — — — — (3,999 — (3,999)
Issuance of preferred
stock, net of offering
costs 2,300,001 55,56¢ — — — — — — 55,56¢
Preferred stock dividend — — — — — (507) — — (507
Share-based
compensation expense — — — — 2,35¢ — — — 2,35¢
Issuance of common
stock under share-based
compensation
arrangements — — 126,21t 124 1,27¢ — — 21 1,41¢
Balance, June 30, 2015 2,300,000 $ 55,56¢ 26,871,74 $ 27,40. $ 359,45! $ 93,42. $ 4,119 $ (8,237 $ 523,50:

Six Months Ended June 30, 2014

Preferred Stock Common Stock
Shares of Shares of Accumulated
Preferred Common Additional Other
Stock Stock Common Paid in Retained Comprehensive Treasury
Outstanding Preferred Stock Outstanding Stock Capital Earnings Income/(Loss) Stock Total

Balance, January 1,
2014 — % — 24,224,15 $ 2475¢ $ 307,23 $ 71,006 $ (8,11) $ (8,259 $ 386,62
Net income — — — — — 18,37« — — 18,37
Other comprehensive
income — — — _ _ _ 5,89¢ . 5,89¢
Stock dividend — — 2,429,37! 2,42¢ 43,36¢ (45,807 — 8)
Share-based
compensation expense — — — — 2,03¢ — — — 2,03¢
Issuance of common
stock under share-basec
compensation
arrangements — — 75,83¢ 77 74z — — — 81¢
Balance, June 30, 2014 — 3 — 26,729,36 $ 2726. $ 35337 $ 4358. $ (2,220 $ (8,259 $ 413,74

See accompanying notes to the unaudited consalidet@ncial statements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS — UNAUDITED
(amounts in thousands)

Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cashdus) provided by operating activities:
Provision for loan losses, net of change to FDIeieable and clawback liability
Provision for depreciation and amortization
Share-based compensation
Deferred taxes
Net amortization of investment securities premiwamd discounts
Loss (gain) on sale of investment securities
Gain on sale of mortgages and other loans
Origination of loans held for sale
Proceeds from the sale of loans held for sale
Increase in FDIC loss sharing receivable net of/bkeck liability
Amortization (accretion) of fair value discounts
Net loss on sales of other real estate owned
Valuation and other adjustments to other real estamned
Earnings on investment in bank-owned life insurance
Decrease (increase) in accrued interest receiaattlether assets
Decrease (increase) in accrued interest payablethed liabilities
Net Cash Used In Operating Activities
Cash Flows from Investing Activities
Proceeds from maturities, calls and principal repanyts of securities available for sale
Proceeds from sales of investment securities ddaifar sale
Purchases of investment securities available fler sa
Net increase in loans
Purchase of loan portfolios
Proceeds from sales of loans
Purchases of bank-owned life insurance
Net proceeds from (purchases of) FHLB, Federal Res®ank, and other restricted stock
Reimbursements from the FDIC on loss sharing ageeésn
Purchases of bank premises and equipment
Proceeds from sales of other real estate owned
Net Cash Used In Investing Activities
Cash Flows from Financing Activities
Net increase in deposits
Net (decrease) increase in short-term borrowedsftirman the FHLB
Proceeds from long-term FHLB borrowings
Net proceeds from issuance of long-term debt
Net proceeds from issuance of preferred stock
Proceeds from issuance of common stock
Net Cash Provided by Financing Activities
Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents — Beginning
Cash and Cash Equivalents — Ending

Ciinnlamantan: Mach Clawie Infarmatian

Six Months Ended

June 30,

2015 2014
25,50¢ $ 18,37«
12,29¢ 7,252

2,06¢ 1,801

2,75¢ 2,852
(3,476) 2,21¢

404 37C

69 (3,19)

(2,099 (2,429
(15,090,55) (6,893,53i)

14,476,77 6,581,58.

(1,924 (1,979
63z (203)

334 55¢&
(30¢) 44z
(2,230) (1,670
1,15¢ (5,062
(4,314 6,50(
(582,90) (286,10
43,87: 22,05
49z 213,24¢
(7,000 (149,941
(345,63() (897,929
— (294,61)
148,91¢ 5,967
(15,000 (46E)
3,85¢ (32,049
502 1,477
(1,799 (644
4,431 5,281
(167,367 (1,227,60)
944,63: 730,95:
(255,000 382,00(
25,00( 200,00(
— 133,22:
55,56¢ —
62¢ —
770,82¢ 1,446,171
20,56¢ 32,46¢
371,02: 233,06¢
391,58¢ $ 265,53¢

(continued



Interest paid $ 25,30: $ 15,08

Income taxes paid 17,38" 11,03¢
Non-cash items:
Transfer of loans to other real estate owned $ 2,408 % 6,89¢

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

NOTE 1 — DESCRIPTION OF THE BUSINESS

Customers Bancorp, Inc. (the “Bancorp” or “Custosri@ancorp”) is a bank holding company engaged inking activities through its wholly
owned subsidiary, Customers Bank (the “Bank”),exdtllely referred to as "Customers" herein. CustsmBancorp also has made certain
equity investments through its wholly owned sulzgigis CB Green Ventures Pte Ltd. and CUBI IndiatWiess Pte Ltd.

The consolidated financial statements have beguaped in conformity with accounting principles geaily accepted in the United States
("U.S. GAAP") and pursuant to the rules and regale of the Securities and Exchange Commission C'$E

Customers Bancorp, Inc. and its wholly owned subsis, Customers Bank and non-bank subsidiargsegesidents and businesses in
Southeastern Pennsylvania (Bucks, Berks, Chedtdadelphia and Delaware Counties), Rye, New YMdegtchester County), Hamilton, N
Jersey (Mercer County), Boston, Massachusetts idRroge, Rhode Island, Portsmouth, New Hampshir Menhattan, New York. The Bank
has 14 branches and provides commercial bankirdupts, primarily loans and deposits. Customers Baokides loan products to customers
through its loan production offices in Boston, Madsusetts, Providence, Rhode Island, Portsmouth, HEmpshire, Manhattan and Melville,
New York and Philadelphia, Pennsylvania. The Bda& provides liquidity to residential mortgage am@fors nationwide through commerc
loans to mortgage companies. Customers Bank igsttgj regulation of the Pennsylvania Departmeraniking and Securities and the
Federal Reserve Bank and is periodically examinethbse regulatory authorities.

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRESENTATION
Basis of Presentation

The interim unaudited consolidated financial stagta of Customers Bancorp, Inc. and subsidiarige baen prepared pursuant to the rules
and regulations of the SEC. These interim unauditedsolidated financial statements reflect all raremd recurring adjustments that are, in
the opinion of management, necessary to preseit sthtement of the financial position and theiltssof operations and cash flows of
Customers Bancorp and subsidiaries for the intpennds presented. Certain information and footd@elosures normally included in the
annual consolidated financial statements have beetied from these interim unaudited consolidatrdricial statements as permitted by SEC
rules and regulations. The December 31, 2014 cinlaget balance sheet presented in this report éas terived from Customers Bancorp’s
audited 2014 consolidated financial statements.dgdament believes that the disclosures are adetuptesent fairly the consolidated
financial statements as of the dates and for thieggepresented. These interim unaudited conseliiihancial statements should be read in
conjunction with the 2014 consolidated financiatsinents of Customers Bancorp and subsidiariesdadlin the Company’s Annual Report
on Form 10-K for the year ended December 31, 20éd With the SEC on February 27, 2015. That Fof¥Kldescribes Customers Bancorp’s
significant accounting policies, which includeitslicies on Principles of Consolidation; Cash argICEquivalents; Restrictions on Cash and
Amounts Due from Banks; Investment Securities; LAanounting Framework; Allowance for Loan Losseso@will; Investments in FHLB,
Federal Reserve Bank, and other restricted stottier@Real Estate Owned; FDIC Loss Sharing Recedvd&8dank Owned Life Insurance; Bank
Premises and Equipment; Treasury Stock; IncomesfSteare-Based Compensation; Derivative InstrumemdsHedging; Comprehensive
Income; Earnings per Share; Segment Informatiod;fgtounting Changes. Certain prior period amotbate been reclassified to conform to
current period presentation. Results for inteririqus are not necessarily indicative of those thay be expected for the fiscal year.

Recently Issued Accounting Standards

In April 2015, the FASB issued Accounting Standdptlate (*ASU”) 2015-03Simplifying the Presentation of Debt Issuance Cdsie
guidance in this ASU is intended to simplify presgion of debt issuance costs, and require thatidebance costs related to a recognized del
liability be presented in the balance sheet asextideduction from the carrying amount of the dittility, consistent with debt discounts. T
guidance in this ASU is effective for interim amthaal periods beginning after December 15, 2015t@uners does not expect this ASU to
have a significant impact on its financial conditior results of operations.

In February 2015, the FASB issued ASU 2015A®¢endments to the Consolidation Analy$hse guidance in this ASU is intended to amend
the update, which changes the analysis that atiegantity must perform to determine whether bl consolidate certain types of legal
entities. The amendments in this update affecfdhewing areas:

1. Limited partnerships and similar legal entit
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2. Evaluating fees paid to a decision maker or a sergrovider as a variable inter
3. The effect of fee arrangements on the primary beiagy determinatior

4. The effect of related parties on the primary beri@fy determinatiol

5. Certain investment func

The guidance in this ASU is effective for annuad amterim periods beginning after December 15, 2@fstomers does not expect this ASI
have a significant impact on its financial conditior results of operations.

In November 2014, the FASB issued ASU 201480&termining Whether the Host contract in a Hybriddncial Instrument in the Form of a
Share is More Akin to Debt or to Equifyhe guidance in this ASU requires entities thatessr invest in a hybrid financial instrument to
separate an embedded derivative feature from acbastact and account for the feature as a deviwaln the case of derivatives embedded
hybrid financial instrument that is issued in tbenfi of a share, that criterion requires evaluatihgther the nature of the host contract is more
akin to debt or to equity and whether the econaharacteristics and risks of the embedded derigdésature are clearly and closely related to
the host contract. If the host contract is akiedaity, then equity-like features (for example paversion option) are considered clearly and
closely related to the host contract and, thus,ldvoat be separated from the host contract. Itibst contract is akin to debt, then equity-like
features are not considered clearly and closeftedlto the host contract. In the latter case pdityanay be required to separate the equity-like
embedded derivative feature from the debt hostraohif certain other criteria in Subtopic 815-18 anet. Similarly, debt-like embedded
derivative features may require separate accoufiimg an equity-like host contract. The guidancéhis ASU is effective for fiscal years, and
interim periods within those fiscal years, beginnaiter December 15, 2015. Customers does not epe@ASU to have a significant impact
on its financial condition or results of operations

In August 2014, the FASB issued ASU 2014;2lassification of Certain Government-Guaranteedrtgage Loans upon ForeclosufEhe
guidance in this ASU affects creditors that holdegroament-guaranteed mortgage loans, including tgaseanteed by the FHA and the VA. It
requires that a mortgage loan be derecognized aegarate other receivable be recognized uponlémue if the following conditions are
met:

1. The loan has a government guarantee that is nataelp from the loan before foreclosi

2. At the time of foreclosure, the creditor hags ifitent to convey the real estate property tajtierantor and make a claim on the
guarantee, and the creditor has the ability towecander that claim.

3. Atthe time of foreclosure, any amount of the cldlivat is determined on the basis of the fair valitihe real estate is fixe

Upon foreclosure, the separate other receivableldhme measured based on the amount of the loand@{principal and

interest) expected to be recovered from the guarafihe guidance in this ASU was effective for publusiness entities for annual periods,
interim periods within those annual periods, bemigrafter December 15, 2014. The guidance may péesbusing a prospective transition
method in which a reporting entity applies the gmicke to foreclosures that occur after the datelopton, or a modified retrospective
transition using a cumulative-effect adjustmentdtigh a reclassification to a separate other rabd®) as of the beginning of the annual perio
of adoption. Prior periods should not be adjusteteporting entity must apply the same method afigition as elected under ASU 2014-04.
The adoption of this ASU in first quarter 2015 diot have a significant impact on Customers findremadition or results of operations.

In August 2014, the FASB issued ASU 2014;M\easuring the Financial Assets and the Finantiabilities of a Consolidated Collateralized
Financing Entity The guidance in this ASU applies to a reportingtetitat is required to consolidate a collateraifmancing entity under the
Variable Interest Entities guidance whe:)(the reporting entity measures all of the finaha&sets and the financial liabilities of that
consolidated collateralized financing entity at falue in the consolidated financial statementetaon other Codification Topics; and ) the
changes in the fair values of those financial asaetl financial liabilities are reflected in eagsnThe guidance in this ASU is effective for
public business entities for annual periods, atefiim periods within those annual periods, begigrafter December 15, 2015. Early adoption
is permitted as of the beginning of an annual ger@ustomers does not expect this ASU to haverafisignt impact on its financial condition
or results of operations.

In June 2014, the FASB issued ASU 2014-Q@mpensation-Stock Compensatidrhe guidance in this ASU requires that a perforceaarget
that affects vesting and that could be achievest #fie requisite service period is treated as Bopeance condition. As such, the performance
target should not be reflected in estimating ttengdate fair value of the award. Compensation costilshioe recognized in the period in wh

it becomes probable that the performance targébeibchieved and should represent the compensaigirattributable to the period(s) for
which the requisite has already been renderetelperformance target becomes probable of being\aahbefore the end of the requisite
period, the remaining
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unrecognized cost should be recognized prospegtoxadr the remaining requisite service period. fidial amount of compensation cost
recognized during and after the requisite servargop should reflect the number of awards thateapected to vest and should be adjusted to
reflect those awards that ultimately vest. The igtpiservice period ends when the employee casecemdering service and still be eligible to
vest in the award if the performance target isedi. As indicated in the definition of vest, tha&tesd vesting period (which includes the perioc
in which the performance target could be achievealy differ from the requisite service period. Thidgnce in this ASU is effective for ann
and interim periods beginning after December 1352C@ustomers does not expect this ASU to havgrdfisiant impact on its financial
condition or results of operations.

In June 2014, the FASB issued ASU 2014-Trhnsfers and ServicingThe amendments in this update require that régagesto-maturity
transactions be accounted for as secured borrowimgsistent with the accounting for other repurehagreements. In addition, the
amendments require separate accounting for a &naosh financial asset executed contemporaneavitiiya repurchase agreement with the
same counterparty (a repurchase financing), whidllresult in secured borrowing accounting for tlepurchase agreement. The amendments
require an entity to disclose information abounsfers accounted for as sales in transactionatkeatconomically similar to repurchase
agreements, in which the transferor retains subiathnall of the exposure to the economic retumte transferred financial asset throughout
the term of the transaction. In addition the ameewhsirequire disclosure of the types of collatplatiged in repurchase agreements, securitie
lending transactions, and repurchase-to-matuysactions and the tenor of those transactionsgtiitance in this ASU was effective in the
second quarter 2015. The adoption of this ASU didhave a significant impact on Customers financgaddition or results of operations.

In May 2014, the FASB issued ASU 2014-&&venue from Contracts with CustomerBhis ASU establishes a comprehensive revenue
recognition standard for virtually all industriesl.S. GAAP, including those that previously folleavindustry-specific guidance such as the
real estate and construction industries. The revstandard’s core principal is built on the corttiztween a vendor and a customer for the
provision of goods and services. It attempts tdaehe exchange of rights and obligations betwiherparties in the pattern of revenue
recognition based on the consideration to whichvéiredor is entitled. To accomplish this, the staddaquires five basic steps: (i) identify the
contract with the customer, (ii) identify the parfance obligations in the contract, (iii) identifye transaction price, (iv) allocate the
transaction price to the performance obligationth@contract, (v) recognize revenue when (orfeskntity satisfies the performance
obligation. Three basic transition methods arelalbe - full retrospective, retrospective with egntpractical expedients, and a cumulative
effect approach. Under the cumulative effect atitve, an entity would apply the new revenue steshdaly to contracts that are incomplete
under legacy U.S. GAAP at the date of initial apgifion and recognize the cumulative effect of tee standard as an adjustment to the
opening balance of retained earnings. The guidantteés ASU is effective for annual periods andenirn reporting periods within those annual
periods, beginning after December 15, 2017. Custsihees not expect this ASU to have a significamgdct on its financial condition or
results of operations.

In January 2014, the FASB issued ASU 2014R¥églassification of Residential Real Estate Cotkteed Consumer Mortgage Loans upon
Foreclosure, a consensus of the FASB Emerging Issues TasleFdhe guidance in this ASU clarifies that an ibstence repossession or
foreclosure occurs, and a creditor is considerdtht@ received physical possession of residemlastate property collateralizing a consu
mortgage loan, upon either (1) the creditor obtagriegal title to the residential real estate prigpepon completion of a foreclosure or (2) the
borrower conveying all interest in the residentéll estate property to the creditor to satisfy than through completion of a deed in lieu of
foreclosure or through a similar legal agreemehe ASU also requires additional related interim andual disclosures. The guidance in this
ASU was effective in first quarter 2015. The adoptof this ASU did not have a significant impact@uastomers' financial condition or results
of operations.

In January 2014, the FASB issued ASU 2014Axcounting for Investments in Qualified Affordablleusing Projects a consensus of the
FASB Emerging Issues Task Force. This ASU provgigdance on accounting for investments by a repgeitity in flow-through limited
liability entities that manage or invest in affobiahousing projects that qualify for the low-ina®imousing tax credit. The guidance in this
ASU was effective for annual periods and interimarting periods beginning after December 15, 20h& adoption of this ASU in first
quarter 2015 did not have a significant impact ast@mers' financial condition or results of opemasgi.
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NOTE 3 — CHANGES IN ACCUMULATED OTHER COMPREHENSIVE

INCOME (LOSS) BY COMPONENT (1)

The following tables present the changes in accatedlother comprehensive income (loss) by compdpetie three and six months ended

June 30, 2015 and 2014 .

Three Months Ended June 30, 2015

Unrealized Gains (Losses)

on

Available-for-sale Unrealized Gain (Loss) on

(amounts in thousands) Securities (2) Cash Flow Hedge Total
Beginning balance - April 1, 2015 $ 1,38 % (2,437 $ (2,047
Other comprehensive income (loss) before reclassifins (3,389) 27¢ (3,110
Amounts reclassified from accumulated other com@metve loss to ne
income (3) 43 — 43
Net current-period other comprehensive income Jloss (3,346 27¢ (3,067%)
Ending balance - June 30, 2015 $ (1,96)) $ (2,159 % (4,114
Six Months Ended June 30, 2015
Unrealized Gains (Losses)
on
Available-for-sale Unrealized Loss on
(amounts in thousands) Securities (2) Cash Flow Hedge Total
Beginning balance - January 1, 2015 $ 1,142 % (1,269 $ (122
Other comprehensive (loss) before reclassifications (3,14¢) (889) (4,03
Amounts reclassified from accumulated other comgmsive loss to ne¢
income (3) 43 — 43
Net current-period other comprehensive (loss) (3,109 (889 (3,999
Ending balance - June 30, 2015 $ (1,967 $ (2,159 $ (4,119
Three Months Ended June 30, 2014
Unrealized Gains
(Losses) on Unrealized Gain (Loss)
Available-for-sale on
(amounts in thousands) Securities (2) Cash Flow Hedge Total
Beginning balance - April 1, 2014 $ (4,030 $ 43z $ (3,599
Other comprehensive income (loss) before reclassifins 2,66¢ (1,059 1,612
Amounts reclassified from accumulated other comgmstve loss to ne
income (3) (239 — (239
Net current-period other comprehensive income Yloss 2,432 (1,059 1,37¢
Ending balance - June 30, 2014 $ (1,59 $ (622) $ (2,220)
Six Months Ended June 30, 2014
Unrealized Gains
(Losses) on Unrealized Loss
Available-for-sale on
(amounts in thousands) Securities (2) Cash Flow Hedge Total
Beginning balance - January 1, 2014 $ (8,119 $ —  $ (8,11¢)
Other comprehensive income (loss) before reclassifins 8,59¢ (622) 7,972
Amounts reclassified from accumulated other comgmstve loss to ne
income (3) (2,079 — (2,079
Net current-period other comprehensive income Jloss 6,52( (622) 5,89¢
Ending balance - June 30, 2014 $ (1,59¢) $ (622) $ (2,220)

(1) All amounts are net of tax. Amounts in parenthésdigate reductions to accumulated other compretemscome

(2) Includes immaterial gains or losses on foreignemgy items

(3) Reclassification amounts are reported as gainss dm sale of investment securities on the CoreselédStatements of Incor
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NOTE 4 — EARNINGS PER SHARE

The following are the components and results ot@usrs' earnings per common share calculatiorh®periods presented.

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014

(amounts in thousands, except share and per shtae d
Net income available to common shareholders $ 11,04¢ % 10,23: $ 25,00 % 18,37+
Weighted-average number of common shares outstgAdin
basic 26,839,79 26,724,49 26,808,76 26,705,62

Share-based compensation plans 1,509,52. 997,01: 1,405,57! 924,39¢

Warrants 331,34« 260,89: 307,84( 251,79¢
Weighted-average number of common shares - diluted 28,680,66. 27,982,40 28,522,18 27,881,81
Basic earnings per common share $ 041 $ 03¢ $ 09: $ 0.6¢
Diluted earnings per common share 0.3¢ 037 $ 08¢ $ 0.6¢€

The following is a summary of securities that copddentially dilute basic earnings per common slrafature periods that were not included
in the computation of diluted earnings per commizare because to do so would have been anti-dilfgivihe periods presented.

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Anti-dilutive securities:
Share-based compensation awards 12,38: 118,38t 12,38: 86,78t
Warrants 52,24: 118,74! 52,24: 118,74!
Total anti-dilutive securities 64,62* 237,13: 64,62¢ 205,53:

NOTE 5 — INVESTMENT SECURITIES

The amortized cost and approximate fair value eéstment securities as of June 30, 2015 and Deae®ibh@014 are summarized in the table:
below:

June 30, 2015

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

(amounts in thousands)
Available for Sale:
Mortgage-backed securities (1) $ 332,577 % 2,127 % (3,349 $ 331,35!
Corporate notes 22,00( 324 — 22,32
Equity securities (2) 22,51« — (2,240 20,27

$ 377,09. $ 2,451 $ (5,589 $ 373,95!

(1) Comprised primarily of mortgage-backed se@sitssued by governmegponsored agencies, including FHLMC, FNMA, and GN
(2) Comprised primarily of equity securities in a fgneientity
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December 31, 2014

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

(amounts in thousands)
Available for Sale:
Mortgage-backed securities (1) $ 376,85: $ 2,808 % (2,34¢) $ 377,31
Corporate notes 15,00( 104 — 15,10¢
Equity securities (2) 23,07« 1,197 D 24,27(

$ 414,92¢ $ 410¢€ $ (2,349 $ 416,68

(1) Comprised primarily of mortgage-backed se@sitssued by governmegponsored agencies, including FHLMC, FNMA, and GN
(2) Comprised primarily of equity securities in a fgneientity

The following table presents proceeds from the shlvailable-for-sale investment securities armbgrgains and gross losses realized on tho
sales for the three and six months ended June03®, &nd 2014 :

Three Months Ended June 30, Six Months Ended June 30,

2015 2014 2015 2014
(amounts in thousands)
Proceeds from sale of available-for-sale securities  $ 49z % 25,35¢ $ 49z % 213,24¢
Gross gains $ — 3 35¢ % — % 3,191
Gross losses (69) — (69) —
Net gains (losses) $ 69 $ 35¢ % (69) $ 3,191

These gains and losses were determined using ¢offispdentification method and were reported agg/(losses) on sale of investment
securities included in non-interest income.

The following table presents available-for-saletdsdzurities by stated maturity. Debt securitieskbd by mortgages have expected maturities
that differ from contractual maturities becausertmwers have the right to call or prepay and, theesfthese debt securities are classified
separately with no specific maturity date:

June 30, 2015

Amortized Fair
Cost Value

(amounts in thousands)

Due in one year or less $ — % —
Due after one year through five years — —
Due after five years through ten years 20,00( 20,32«
Due after ten years 2,00( 2,00(
Mortgage-backed securities 332,57 331,35!
Total debt securities $ 354,57 % 353,67

Customers' investments’ gross unrealized lossesadndalue, aggregated by investment categorylangth of time that individual securities
have been in a continuous unrealized loss posiéibdiune 30, 2015 and December 31, 2014 were as
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follows:

June 30, 2015

Less Than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
(amounts in thousands)
Availablefor Sale:
Mortgage-backed securities (1) $ 75517 $ 421 $ 7547¢  $ (2,92¢) $ 150,99 $ (3,349
Equity securities (2) 20,26¢ (2,239 6 (D) 20,27 (2,240
Total $ 95,78: $ (2,660 $ 75,48:  $ (2929 $ 171,26¢ $ (5,58¢)
December 31, 2014
Less Than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
(amounts in thousands)
Availablefor Sale:
Mortgage-backed securities (1) $ 60,38¢ $ 8y $ 80,42t $ (2,267) 140,81c $ (2,349
Equity securities (2) — — 5 Q) 5 Q)
Total $ 60,38¢ $ (81 $ 80,43: $ (2,269 $ 140,81¢ $ (2,349

(1) Comprised primarily of mortgage-backed se@sitssued by governmegponsored agencies, including FHLMC, FNMA, and GN
(2) Comprised primarily of equity securities in a fgeientity

At June 30, 2015, there were eight available-&de-investment securities in the less-than-twelwaim category and twenty available-for-sale
investment securities in the twelve-month-or-magegory. The unrealized losses on the mortgageedla®curities are guaranteed by
government-sponsored entities and primarily reiatehanges in market interest rates. All amourgsapected to be recovered when market
prices recover or at maturity. The unrealized lessethe equity securities reflect decreases irfketgrice. Customers evaluated the financial
condition and capital strength of the issuer oéhgecurities and concluded that the decline invédue was temporary and would recover by
way of increases in market price. The Company tfgdo hold these securities for the foreseeabieduand does not intend to sell the

securities before the price recovers. Customersiders it more likely than not that it will not bequired to sell the securities. Accordingly,
Customers has concluded that the securities arethet-than-temporarily impaired as of June 30,5201

At June 30, 2015 and December 31, 2014 , CustoBsk had pledged investment securities aggreg&®36.0 million and $376.9 million
fair value, respectively, as collateral againsbisrowings primarily with the FHLB and an unuseeelof credit with another financial
institution. These counterparties do not have tiktyato sell or repledge these securities.

NOTE 6 — LOANS HELD FOR SALE

The composition of loans held for sale as of JUhe2B15 and December 31, 2014 was as follows:

June 30, December 31,
2015 2014
(amounts in thousands)
Commercial loans:
Mortgage warehouse loans at fair value $ 1,944,80. $ 1,332,01
Multi-family loans at lower of cost or fair value 80,77¢ 99,79
Commercial loans held for sale 2,025,57 1,431,81
Consumer loans:
Residential mortgage loans at fair value 4,76¢ 3,64¢
Loans held for sale $ 2,030,341 $ 1,435,45!
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NOTE 7 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES
The following table presents loans receivable a3uok 30, 2015 and December 31, 2014 :

June 30, December 31,
2015 2014
(amounts in thousands)
Commercial:
Multi-family $ 2,236,755 $ 2,206,40:
Commercial and industrial (including owner occub@®mmercial real estate) 913,89¢ 770,22(
Commercial real estate non-owner occupied 886,98: 827,94(
Construction 68,07 44,64
Total commercial loans 4,105,711 3,856,20!
Consumer:
Residential real estate 265,46 285,00:
Manufactured housing 119,78t 126,73:
Other 1,241 1,541
Total consumer loans 386,49¢ 413,27"
Total loans receivable cotered under FDIC loss sharing agreements 4,492,201 4,269,48
Commercial:
Multi-family 1,73(C 2,00z
Commercial and industrial (including owner occub@®mmercial real estate) 6,58t 2,54:
Commercial real estate non-owner occupied 8,79¢ 11,37(
Construction 66¢ 5,07¢
Total commercial loans 17,78 26,897
Consumer:
Residential real estate 11,18¢ 12,39:
Other 2,721 2,89:
Total consumer loans 13,901 15,28
Total loans receivable aeeeunder FDIC loss sharing agreements (1) 31,68¢ 42,18
Total loans receivable 4,523,89! 4,311,66
Deferred (fees) costs and unamortized premiumsidists), net 93C 512
Allowance for loan losses (37,49) (30,937
Loans receivable, net $ 4,487,33. $ 4,281,24

(1) Loans that were acquired in two FDIC-assistadsactions and are covered under loss sharimgagmts with the FDIC are referred to as
“ covered' loans throughout these financial statements.
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Non-Covered Loans

The following tables summarizeon-coveredloans by loan type and performance status as & 3002015 and December 31, 2014 :

June 30, 2015

Purchased-
90 Days Credit-

30-89 Days Or More Total Past Non- Impaired Total

Past Due (1) Past Due(1) Due (1) Accrual Current (2) Loans (3) Loans (4)
(amounts in thousands)
Multi-family $ — % — — — $ 2,234,300 $ 2,44¢ $ 2,236,75
Commercial and industrial — — — 1,91¢ 648,54¢ 1,747 652,21
Commercial real estate -
owner occupied — — — 1,597 244,94 15,14¢ 261,68
Commercial real estate - non-
owner occupied — — — 663 876,51: 9,801 886,98:.
Construction — — — — 68,07: — 68,07
Residential real estate 29¢ — 29¢ 1,002 255,29° 8,871 265,46
Manufactured housing (5) 3,08( 2,63 5,71 2,66¢ 107,57¢ 3,82¢ 119,78t
Other consumer 1 — 1 — 1,05t 18t 1,241
Total $ 3,37¢ $ 2637 $ 6,01¢ $ 784¢ $ 4,436,31: $ 42,03. $ 4,492,200

December 31, 2014
Purchased-
90 Days Credit-

30-89 Days Or More Total Past Non- Impaired Total

Past Due (1) Past Due(1) Due (1) Accrual Current (2) Loans (3) Loans (4)
(amounts in thousands)
Multi-family $ — % — $ —  $ — $ 2,203,688 $ 2,717 $ 2,206,40.
Commercial and industrial 36¢€ — 36¢€ 2,257 542,66’ 2,10z 547,39:
Commercial real estate -
owner occupied — — — 2,34z 211,45: 16,03 229,82¢
Commercial real estate - non-
owner occupied — — — 1,10¢ 816,11 10,71¢ 827,94(
Construction — — — — 44,48: 15¢ 44,64
Residential real estate 1,22¢ — 1,22¢ 84¢ 273,56! 9,36: 285,00:
Manufactured housing (5) 6,32¢ 4,38¢ 10,71: 931 111,07: 4,01¢ 126,73:
Other consumer — — — — 1,33¢ 20¢ 1,541
Total $ 7,91¢ $ 438 $ 12,300 $ 7,487 $ 4,20437. $ 4531¢ $ 4,269,48

(1) Includes past due loans that are accruing inteexsiuse collection is considered prob:

(2) Loans where next payment due is less thatha38 from the report da

(3) Purchased-credit-impaired loans aggregatedangool are accounted for as a single asset vdthghe composite interest rate and an
aggregate expectation of cash flows, and the peessthtus of the pools, or that of the individaalns within the pools, is not meaningful.
Because of the credit impaired nature of the lotires|oans are recorded at a discount reflectitignated future cash flows and the Bank
recognizes interest income on each pool of loafscteng the estimated yield and passage of tinneh3oans are considered to be
performing. Purchased-credit-impaired loans thatrmt in pools accrete interest when the timing@mdunt of their expected cash flows
are reasonably estimable, and are reported asrpénip loans.

(4) Amounts exclude deferred costs and fees, unamdrtiz@miums and discounts, and the allowance for losse:

(5) Manufactured housing loans purchased in 20&&uabject to cash reserves held at the Bank thatsed to fund past-due payments when
the loan becomes 90 days or more delinquent. Subségurchases are subject to varying provisiortikdérevent of borrowers’
delinquencies.
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Covered Loans

The following tables summariz®veredloans by loan type and performance status as & 30n2015 and December 31, 2014 :

June 30, 2015

Purchased
90 Days - Credit

30-89 Days Or More Total Past Non- Impaired Total

Past Due (1) Past Due (1) Due (1) Accrual Current (2) Loans (3) Loans (4)
(amounts in thousands)
Commercial and industrial $ 14¢  $ — 3 14¢  $ — % 90¢ $ 14€¢ $ 1,20z
Commercial real estate owner
occupied — — — 55 5,32 — 5,38
Commercial real estate non-
owner occupied — — — 547 4,58: 3,66¢ 8,79¢
Construction — — — 66¢ — — 66¢
Multi-family — — — — 35C 1,38( 1,73(
Residential real estate — — — 1,297 9,287 602 11,18¢
Other consumer 65 — 65 14z 2,47¢ 38 2,721
Total $ 214 $ — 3 214 $ 2,71C % 2293, % 583 % 31,68¢

December 31, 2014
Purchased-
90 Days Credit

30-89 Days Or More Total Past Non- Impaired Total

Past Due (1) Past Due (1) Due (1) Accrual Current (2) Loans (3) Loans (4)
(amounts in thousands)
Commercial and industrial  $ 51€ $ — 3 51¢ $ 25¢ % 57¢ $ 1,191 $ 2,54:
Commercial real estate owne
occupied — — — 172 5,73¢ — 5,90¢
Commercial real estate non-
owner occupied — — — 352 5,932 5,08¢ 11,37(
Construction — — — 2,32t — 2,751 5,07¢
Multi-family — — — — 378 1,62¢ 2,00z
Residential real estate — — — 1,00¢ 10,78: 604 12,39:
Other consumer 147 — 147 13t 2,57( 40 2,892
Total $ 66E $ — 3 66 $ 424¢ $ 25,96¢ $ 11,30: $ 42,18:

(1) Includes past due loans that are accruing intbexsiuse collection is considered prob:

(2) Loans where next payment due is less thatha38 from the report da

(3) Purchased-credit-impaired loans aggregatedangool are accounted for as a single asset vdthghe composite interest rate and an
aggregate expectation of cash flows, and the passthtus of the pools, or that of the individaalns within the pools, is not meaningful.
Because of the credit impaired nature of the lotires|oans are recorded at a discount reflectitignated future cash flows and the Bank
recognizes interest income on each pool of loaffscteng the estimated yield and passage of tinneh3oans are considered to be
performing. Purchased-credit-impaired loans thatrmt in pools accrete interest when the timing@mdunt of their expected cash flows
are reasonably estimable, and are reported asrpénip loans.

(4) Amounts exclude deferred costs and fees, unamdrtiz@miums and discounts, and the allowance for losse:

Allowance for Loan Losses and the FDIC Loss ShaRageivable and Clawback Liabili

Losses incurred on covered loans are eligible $otigd reimbursement by the FDIC. Subsequent tgtirehase date, the expected cash flows
on the covered loans are subject to evaluationrdases in the present value of expected cash fiovise covered loans are recognized by
increasing the allowance for loan losses with ategl charge to the provision for loan losses. Atgame time, the FDIC indemnification asset
is increased reflecting an estimated future catbectrom the FDIC, which is recorded as a reductmthe provision for loan losses. If the
expected cash flows on the covered loans increade s
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that a previously recorded impairment can be redrhe Bank records a reduction in the allowancéofan losses (with a related credit to the
provision for loan losses) accompanied by a redudti the FDIC receivable balance and a chargkagtovision for loan losses. Increases in
expected cash flows on covered loans and decreasgpected cash flows of the FDIC loss sharingireble, when there are no previously
recorded impairments, are considered togethereswhnized over the remaining life of the loansnasrest income. The FDIC loss sharing
receivable balance will be reduced through a cherglee provision for loan losses, with no offsagtreduction to the allowance for loan los
as the period to submit losses under the FDICdbasing arrangements approaches expiration anestireated losses in the covered loans
have not yet emerged or been realized in a firgdadiition event. The period to submit losses uttteFDIC loss sharing arrangements for
non-single family loans expires in third quarted20The period to submit losses under the FDIC $bssing arrangements for single family
loans expires in third quarter 2017. The final migwf the FDIC loss sharing arrangements occuithird quarter 2020.

As part of the FDIC loss sharing arrangementsBtuek also assumed a liability ("Clawback Liabilityd be paid within 45 days subsequent tc
the maturity or termination of the loss sharingaagements that is contingent upon actual lossesrant over the life of the arrangements
relative to expected losses and the consideratahypon acquisition of the failed institutions.@w continued cash payments on the coveret
loans in excess of expectations, the Bank now igaties that it will be required to pay the FDIGls end of its loss sharing arrangements.
Accordingly, a clawback liability of $2.4 milliowas recorded as of June 30, 2015, with a correspgracrease to the provision for loan los
recorded during second quarter 2015. To the exietnBl losses on the covered loans are less thiamagsd losses, the clawback liability will
increase. To the extent actual losses on the cdveams are more than the estimated losses, tiatk liability will decrease.

As of June 30, 2015, the Bank expected to colléd $illion from the FDIC for estimated losses aeinbursement of external costs, such as
legal fees, real estate taxes and appraisal expemse estimated the clawback liability at $2.4iomil. The net amount of $1.5 million is
included in "Accrued interest payable and othdyilites” in the accompanying consolidated balasiceet.

The following table presents changes in the allaxedor loan losses and the FDIC loss sharing rabddy including the effect of the estimated
clawback liability for the three months and six rttenended June 30, 2015 and 2014 .

Allowance for Loan Losses
Three Months Ended June 30,

(amounts in thousands) 2015 2014

Beginning balance $ 33,56t $ 26,70
Provision for loan losses (1) 4,92¢ 2,73(
Charge-offs (1,809 (1,40%)
Recoveries 80t 157
Ending balance $ 37,49. % 28,18¢
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(amounts in thousands)

Beginning balance

Decreased estimated cash flows (2)
Other activity, net (a)

Cash receipts from FDIC

Ending balance

(1) Provision for loan losses
(2) Effect attributable to FDIC loss share arrangeta

Net amount reported as provision for loan losses

FDIC Loss Sharing Receivable/
Clawback Liability
Three Months Ended June 30,

2015 2014

$ 3,427 $ 8,27:
(4,411) (15€)

334 98:

(80E) (180)

$ (1,455 $ 8,91¢
$ 492 $ 2,73(
4,411 15€

$ 9,33t $ 2,88¢

(&) Includes external costs, such as legal fead estate taxes, and appraisal expenses, whidifydoareimbursement under loss sharing

(@)

arrangements

(amounts in thousands)
Beginning balance
Provision for loan losses (1)
Charge-offs

Recoveries

Ending balance

(amounts in thousands)

Beginning balance

Decreased estimated cash flows (2)
Other activity, net (a)

Cash receipts from FDIC

Ending balance

(1) Provision for loan losses
(2) Effect attributable to FDIC loss share arrangets
Net amount reported as provision for loan losses

Allowance for Loan Losses
Six Months Ended June 30,

2015 2014
$ 30,93 $ 23,99¢
8,55¢ 5,631
(2,949 (1,947
94¢ 49¢
$ 37,490 $ 28,18¢

FDIC Loss Sharing Receivable/
Clawback Liability
Six Months Ended June 30,

2015 2014

$ 232 $ 10,04¢
(3,740 (1,629

46¢ 1,97:

(50%) (1,477

$ (1,459 $ 8,91¢
$ 8,55¢ $ 5,631
3,74( 1,62:

$ 12,29¢ $ 7,25¢

Includes external costs, such as legal fees$ estate taxes, and appraisal expenses, whitifydoareimbursement under loss sharing

arrangements
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Loans Individually Evaluated for Impairme— Covered and Non-Covered

The following tables present the recorded investrireet of charge-offs), unpaid principal balanag] eelated allowance by loan type for loans
that are individually evaluated for impairment &dwne 30, 2015 and December 31, 2014 and thegveeaorded investment and interest
income recognized for the three and six months @ddee 30, 2015 and 2014 . Purchased-cientigired loans are considered to be perfor
and are not included in the tables below.

Three Months Ended June 30,

June 30, 2015 2015 Six Months Ended June 30, 201
Recorded
Investment Unpaid Average Interest Average Interest
Net of Principal Related Recorded Income Recorded Income
Charge offs Balance Allowance Investment Recognized Investment Recognized
(amounts in thousands)
With no related allowance recorded:
Commercial and industrial $ 7321 $ 8,79 $ —  $ 712: % 43¢ $ 935 % 604
Commercial real estate owner
occupied 5,35¢ 5,50: — 5,157 122 6,16¢ 18t
Commercial real estate non-owner
occupied 7,07( 7,07( — 6,80¢ 24¢€ 8,13t 374
Construction 66¢ 1,93¢ — 1,497 — 1,77: —
Other consumer 50 5C — 35 — 3C —
Residential real estate 1,607 1,60: — 1,521 — 1,49¢ —
With an allowance recorded:
Commercial and industrial 14,89¢ 15,24 8,13¢ 10,68¢ 96 7,73¢ 101
Commercial real estate owner
occupied 13 13 2 18 — 2C —
Commercial real estate non-owner
occupied 75¢ 75¢ 204 1,072 7 1,177 7
Construction — — — — — — —
Other consumer 93 93 35 73 — 87 —
Residential real estate 54t 54k 301 454 — 424 —
Total $ 38,37¢ $ 41,60¢ $ 868( $ 3444( $ 91C $ 36,40. $ 1,271

20




Table of Contents

Three Months Ended June 30, Six Months Ended June 30,

December 31, 2014 2014 2014
Recorded
Investment Unpaid Average Interest Average Interest
Net of Principal Related Recorded Income Recorded Income
Charge offs Balance Allowance Investment Recognized Investment Recognized
(amounts in thousands)
With no related allowance recorded:
Commercial and industrial $ 14,60C $ 16,12: $ — $ 1294¢ $ 97 $ 1299 $ 371
Commercial real estate owner occupied 12,59¢ 12,74« — 10,65 11t 9,82¢ 22¢
Commercial real estate non-owner
occupied 5,60z 5,60z — 8,11( 46 7,481 10¢
Construction 2,32t 2,32t — 2,32¢ — 2,47¢ —
Other consumer 21 21 — 44 19 29 19
Residential real estate 1,45¢ 3,697 — 1,94: — 2,23¢ —
With an allowance recorded:
Commercial and industrial 1,92: 1,92: 857 1,24¢ 8 1,65:% 14
Commercial real estate owner occupied 75C 75C 95 1,51¢ — 1,44( —
Commercial real estate non-owner
occupied 571 571 17C 1,157 1 1,09 1
Construction — — — 1,561 — 1,41¢ —
Other consumer 114 114 32 5¢ 2 60 4
Residential real estate 36E 36E 18¢ 24¢ — 25C —
Total $ 40,32 $ 44,23 $ 1,34: $ 4181! $ 286 $ 40,96t $ 751

Troubled Debt Restructurings

At June 30, 2015 and December 31, 2014 , there 8@ million and $5.0 million , respectively,loans reported as troubled debt
restructurings (“TDRs”). TDRs are reported as impdiloans in the calendar year of their restruotuiand are evaluated to determine whethel
they should be placed on non-accrual status. Isesyent years, a TDR may be returned to accruaksfat satisfies a minimum six -month
performance requirement; however, it will remaiassified as impaired. Generally, the Bank requstesained performance for nine months
before returning a TDR to accrual status.

Modification of purchased-credit-impaired loanstthge accounted for within loan pools in accordanith the accounting standards for
purchased-credit-impaired loans do not result énrtfimoval of these loans from the pool even if fications would otherwise be considered a
TDR. Accordingly, as each pool is accounted foaamngle asset with a single composite interestaatl an aggregate expectation of cash
flows, modifications of loans within such pools a considered TDRs.
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The following is an analysis of loans modified itr@ubled debt restructuring by type of conces$iorihe three and six months ended June 3(
2015 and 2014 . There were no modifications thatlired forgiveness of debt.

TDRs in Compliance with Their TDRs in Compliance with Their

Modified Terms and Accruing Modified Terms and Not
Interest Accruing Interest Total

(amounts in thousands)
Three Months Ended June 30, 2015
Interest-rate reductions $ 2,48 $ 252t % 5,012
Total $ 248 % 252t % 5,01z
Six Months Ended June 30, 2015
Interest-rate reductions $ 268: $ 2,73t % 5,417
Total $ 2,68:. $ 2,73t % 5,41
Three Months Ended June 30, 2014
Extended under forbearance $ 167 $ — 167
Interest-rate reductions — 17€ 17€
Total $ 167 $ 17¢  $ 343
Six Months Ended June 30, 2014
Extended under forbearance $ 167 $ — 167
Interest-rate reductions 247 303 55C
Total $ 414 3 30 % 717

The following table provides, by loan type, the ménof loans modified in troubled debt restructgsirand the related recorded investment
during the three and six months ended June 30, 26d2014 .

TDRs in Compliance with Their Modified Terms and  TDRs in Compliance with Their Modified Terms and

Accruing Interest Not Accruing Interest
Number of Loans Recorded Investment Number of Loans Recorded Investment
(amounts in thousands)
Three Months Ended June 30, 2015
Commercial and industrial —$ — 2 $ 60¢
Manufactured housing 75 2,48¢ 31 1,70¢
Residential real estate — — 1 211
Total 75 % 2,48¢ 34 $ 2,52¢
Six Months Ended June 30, 2015
Commercial and industrial — 3 — 2 % 60¢
Manufactured housing 75 2,48¢ 33 1,91¢
Residential real estate 1 19¢ 1 211
Total 76 $ 2,682 36 $ 2,73¢
Three Months Ended June 30, 2014
Manufactured housing — — 3 17¢€
Other consumer 4 167 — —
Total 4 3 167 3 3 17¢€
Six Months Ended June 30, 2014
Manufactured housing 1 47 5 303
Residential real estate 3 20C — —
Other consumer 4 167 — —
Total 8 § 414 5 § 303

At June 30, 2015 and December 31, 2014 , there m@o®mmitments to lend additional funds to debtadnsse terms have been modified in
TDRs.
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For the three and six months ended June 30, 2ti5recorded investment of loans determined toBTwas $5.0 million and $5.4 million ,
respectively, both before and after restructuribigring the three month period ended June 30, 2@1iSty-one manufactured housing TDR
loans defaulted with a recorded investment of $dillfon , two commercial and industrial TDR loansfdulted with a recorded investment of
$0.6 million , and one residential real estate Tib&h defaulted with a recorded investment of $0illan . During the six month period ended
June 30, 2015, thirty-three manufactured housiD& Toans defaulted with a recorded investment ¢ $dillion , two commercial and
industrial TDR loans defaulted with a recorded stagent of $0.6 million , and one residential resthee TDR loan defaulted with a recorded
investment of $0.2 million .

Loans modified in troubled debt restructuringseraluated for impairment. The nature and extemnphirment of TDRs, including those
which have experienced a subsequent default, isidered in the determination of an appropriatellefallowance for credit losses. There
were two specific allowances resulting from TDR ificdtions during the three and six months endete R0, 2015 , totaling $70 thousand for
one commercial and industrial loan, and $20 thod$anoneresidential real estate loan. There were no speallidwances resulting from TD
modifications during the three and six months entiete 30, 2014.

Credit Quality Indicators

Multi-family, commercial and industrial, owner oqied commercial real estate, non-owner occupiedneeruial real estate, residential real
estate and construction loans are rated based imtesinally assigned risk rating system which isigised at the time of loan origination and
reviewed on a periodic or on an “as needed” b&issumer, mortgage warehouse and manufacturedngolasins are evaluated based on the
payment activity of the loan and are not assignésinal risk ratings.

To facilitate the monitoring of credit quality withthe multi-family, commercial and industrial, oemoccupied commercial real estate, non-
owner occupied commercial real estate, and resalertl estate classes, and for purposes of ainglyustorical loss rates used in the
determination of the allowance for loan losseglierrespective portfolio class, the Bank utilizes tollowing categories of risk ratings:
pass/satisfactory (includes risk rating 1 throuyhspecial mention, substandard, doubtful, and ke risk rating categories, which are der
from standard regulatory rating definitions, arsigised upon initial approval of credit to borrowarsl updated periodically thereafter.
Pass/satisfactory ratings, which are assignedosetborrowers who do not have identified potemtiakell-defined weaknesses and for whom
there is a high likelihood of orderly repayment apdated periodically based on the size and ccbditacteristics of the borrower. All other
categories are updated on a quarterly basis dthimgonth preceding the end of the calendar quaMtaile assigning risk ratings involves
judgment, the ris-rating process allows management to identify eéskredits in a timely manner and allocate the ayppate resources to
manage those loans.

The risk rating grades are defined as follows:

“1" — Pass/ Excellent

Loans rated 1 represent a credit extension of ifteelst quality. The borrower’s historic (at leasefyears) cash flows manifest extremely large
and stable margins of coverage. Balance sheetoaservative, well capitalized, and liquid. Aftemsidering debt service for proposed and
existing debt, projected cash flows continue tetbeng and provide ample coverage. The borroweacaly reflects broad geographic and
product diversification and has access to alteradthancial markets.

“2" —Pass/ Superior

Loans rated 2 are those for which the borrowerahstsong financial condition, balance sheet, opmraf cash flow, debt capacity and coverags
with ratios better than industry norms. The borrsaef these loans exhibit a limited leverage positiare virtually immune to local economies
in stable growing industries, and management i$ mepected and the company has ready accesslio prkets.

“3" —Pass/ Strong

Loans rated 3 are those loans for which the borrdwee above average financial condition and fldikjhimore than satisfactory debt service
coverage, balance sheet and operating ratios asistent with or better than industry peers, hitle industry risk, move in diversified
markets and are experienced and competent inititkistry. These borrowers’ access to capital marisdimited mostly to private sources,
often secured, but the borrower typically has axtes wide range of refinancing alternatives.
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‘4" —Pass/ Good

Loans rated 4 have a sound primary and secondargesof repayment. The borrower may have acceali@mative sources of financing, but
sources are not as widely available as they aaehigher grade borrower. These loans carry a ndewal of risk, with very low loss exposure.
The borrower has the ability to perform accordioghte terms of the credit facility. The marginscath flow coverage are satisfactory but
vulnerable to more rapid deterioration than thénbigquality loans.

“5" — Satisfactory

Loans rated 5 are extended to borrowers who argrdeted to be a reasonable credit risk and denatedine ability to repay the debt from
normal business operations. Risk factors may irehediability of margins and cash flows, liquidiggpendence on a single product or indu
cyclical trends, depth of management, or limiteckeas to alternative financing sources. The borraaestorical financial information may
indicate erratic performance, but current trendsparsitive and the quality of financial informatimnadequate, but is not as detailed and
sophisticated as information found on higher grades. If adverse circumstances arise, the impath® borrower may be significant.

“6" — Satisfactory Bankable with Care

Loans rated 6 are those for which the borrowerhigiser than normal credit risk; however, cash feovd asset values are generally intact.
These borrowers may exhibit declining financialreleteristics, with increasing leverage and decngglgguidity and may have limited
resources and access to financial alternativesisSif§weakness in these borrowers may include gigdint taxes, trade slowness and eroding
profit margins.

“7" —Special Mention

Loans rated Special Mention are credit facilitiesttmay have potential developing weaknesses ssehdeextra attention from the account
manager and other management personnel. In the #natmpotential weaknesses are not corrected tigated, deterioration in the ability of 1
borrower to repay the debt in the future may octhis grade is not assigned to loans that beaaiogpeculiar risks normally associated with
the type of financing involved, unless circumstaniave caused the risk to increase to a level hifjla@ would have been acceptable when tt
credit was originally approved. Loans where siguaifit actual, not potential, weaknesses or problemslearly evident are graded in the
category below.

“8" — Substandard

Loans are classified Substandard when the loansadequately protected by the current sound wamthpayment capacity of the obligor ol
the collateral pledged, if any. Loans so classifiegst have a well-defined weakness or weaknesaegethpardize the liquidation of the debt
and are characterized by the distinct possibitigt the company will sustain some loss if the weakas are not corrected.

“9" — Doubtful

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 ealuhighly questionable and improbable. The
possibility of loss is extremely high, but becan$eertain important and reasonable specific pepthctors that may work to the advantage of
and strengthen the credit quality of the loancligssification as an estimated loss is deferrei itstmore exact status may be determined.
Pending factors may include a proposed mergerauisition, liquidation proceeding, capital injectigperfecting liens on additional collateral
or refinancing plans.

“10" — Loss

The Bank assigns a loss rating to loans considemedllectible and of such little value that theintinuance as an active asset is not warrante
Amounts classified as loss are immediately chaaféd

Risk ratings are not established for home equiin$y consumer loans, and instaliment loans, mamtause these portfolios consist of a large
number of homogeneous loans with smaller balanostead, these portfolios are evaluated for risknimdased upon aggregate payment
history through the monitoring of delinquency levahd trends and are classified as performing angarforming.
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The following tables present the credit ratingshefnon-coveredloan portfolio as of June 30, 2015 and DecembefB14 :

June 30, 2015

Commercial Commercial
Commercial Real Estate Real Estate
and Owner Non-Owner Residential Manufactured Other
Multi-family Industrial Occupied Occupied Construction Real Estate Housing Consumer Total
(amounts in thousands)
Pass/Satisfactory ¢ 223675 $ 63829 $ 250,887 $ 881,05 $ 68,070 $ 263,63: $ — % — 4,338,70
Special Mention — 11,84: 6,381 5,047 — — — — 23,27t
Substandard = 2,08( 4,41( 877 = 1,83 = = 9,20:
Performing (1) — — — — — — 111,40 1,24( 112,64!
Non-performing (2) — — — — — — 8,381 1 8,38:
Total $ 223675 $ 652,21: $ 261,68: $ 886,98. $ 68,070 $ 26546¢ $ 119,78t $ 1,241 4,492,201
December 31, 2014
Commercial Commercial
Commercial Real Estate Real Estate
and Owner Non-Owner Residential Manufactured Other
Multi-family Industrial Occupied Occupied Construction Real Estate Housing Consumer Total
(amounts in thousands)
Pass/Satisfactory ¢ 2206,40: $ 530,46t $ 21232 $ 82427¢ $ 44,64 $ 28324 $ — 3 — 4,101,35
Special Mention — 14,56¢ 12,35: 2,32: — 24% — — 29,48:
Substandard — 2,35¢ 5,15( 1,33¢ = 1,52( = = 10,36¢
Performing (1) — — — — — — 115,08t 1,541 116,62!
Non-performing (2) — — — — = = 11,64t — 11,64
Total $ 220640 $ 547,390 $ 229,82t $ 827,94 $ 44.64. $ 285,00. $ 126,73:  $ 1,541 4,269,48
(1) Includes consumer and other installment loans ulgiest to risk rating
(2) Includes loans that are past due and still accrimtggest and loans on nonaccrual st
The following tables present the credit ratingshefcoveredloan portfolio as of June 30, 2015 and Decembef314 :
June 30, 2015
Commercial Commercial
Commercial Real Estate Real Estate
and Owner Non-Owner Residential Other
Industrial Occupied Occupied Construction Multi-family Real Estate Consumer Total
(amounts in thousands)
Pass/Satisfactor'$ 1,057 $ 4,63t $ 4,64: $ — 3 358 $ 9,48t $ — 20,17¢
Special Mention — 691 3,281 — — — — 3,97¢
Substandard 14¢€ 55 86¢ 66¢ 1,37¢ 1,69¢ — 4,811
Performing (1) — — — — — — 2,51¢ 2,51¢
Non-performing
(2) — — — — — — 207 207
Total $ 1,20 $ 5382 % 8,79t $ 66 $ 1,73C $ 11,18¢ $ 2,721 % 31,68¢
December 31, 2014
Commercial
Commercial Real Estate Commercial Real
and Owner Estate Non- Residential Other
Industrial Occupied Owner Occupied Construction Multi-family Real Estate Consumer Total
(amounts in thousands)
Pass/Satisfactol$ 1,322 $ 503C $ 4,95¢ $ — 3 373 $ 10,98t $ — 22,66¢
Special Mention — 704 4,37 — — — — 5,07¢
Substandard 1,221 172 2,03¢ 5,07¢ 1,62¢ 1,40 — 11,544
Performing (1) — — — — — — 2,61( 2,61(
Non-performing
(2) — — — — — — 282 282
Total $ 254: % 590¢ $ 11,37C % 5,07¢ $ 2002 $ 12,39: $ 289: % 42,18:
(1) Includes consumer and other installment loans ulgiest to risk rating
(2) Includes loans that are past due and still accrimtggest and loans on nonaccrual st
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As of June 30, 2015, the Bank had $5.0 millionesiidential real estate held in other real estateeowAs of June 30, 2015, the Bank had
initiated foreclosure proceedings on residential estate securing outstanding loan balances afrdlion .

Allowance for loan losses

During the three months ended June 30, 2015, th& Bdined its methodology for estimating the gahaflowance for loan losses. Previou:
the general allowance for the portion of the loartfplio originated after December 31, 2009 ("P2899 loan portfolio”) was based generally
on qualitative factors due to insufficient histafitoss data on the portfolio. During the three therended June 30, 2015, the Bank began |
objectively verifiable industry and peer loss datastimate probable incurred losses as of thenbalaheet date for the Post 2009 loan port
until sufficient internal loss history is availablEhe same methodology was also adopted for théopasf the loan portfolio originated on or
before December 31, 2009 ("Legacy loan portfoltbgt had no loss history over the past two years.

The changes in the allowance for loan losses ®thilee and six months ended June 30, 2015 andattilthe loans and allowance for loan
losses by loan class based on impairment evaluat&thod are as follows. The amounts presentedhéptovision for loan losses below do
include the effect of changes to estimated benedgslting from the FDIC loss share arrangementt#® covered loans.

Commercial

Real Estate Commercial

Three Months Ended June 30, Commercial and Owner Real Estate Non- Residential Manufactured Other

2015 Multi-family Industrial Occupied Owner Occupied Construction Real Estate Housing Consumer Total

(amounts in thousands)

Beginning Balance, April 1,

2015 $ 8,19¢ $ 6,747 $ 458: $ 9,73t % 85z $ 299 $ 346  $ 10¢ % 33,56¢
Charge-offs — (1,219 (270 — (295) (26) — — (1,809
Recoveries — 58 1 — 172 572 — 2 80¢%
Provision for loan
losses 53¢ 8,47( (66%) (3,42¢) 11¢ (86) (30 8 4,924

Ending Balance, June 30,

2015 $ 8,73 $ 14,06: $ 3,651 $ 6,31C $ 844 % 3458 $ 31 % 11¢ % 37,49:

Six Months Ended June 30,

2015

Beginning Balance,

January 1, 2015 $ 8,49 $ 478 % 433 $ 9,19¢ $ 1,047 $ 2,696 $ 26z % 114  $ 30,93:
Charge-offs — (1,239 (349) (24%) (1,062 (26) — (36) (2,94¢)
Recoveries — 102 1 — 187 572 — 85 94¢
Provision for loan
losses 241 10,40¢ (349) (2,649 674 211 54 (44) 8,55¢

Ending Balance, June 30,

2015 $ 8,73¢ $ 14,06: $ 3,651 $ 6,31C $ 844 % 3,458  $ 31 % 11¢ % 37,49:

Loans:

Individually evaluated

for impairment $ — $ 2221¢ $ 5371 % 7,82¢ % 66 $ 2,14¢  $ — 14: 3% 38,37¢
Collectively evaluated

for impairment 2,234,65: 629,30¢ 246,54¢ 874,471 68,07 265,03: 115,96( 3,59¢ 4,437,65.
Loans acquired with

credit deterioration 3,82¢ 1,89:¢ 15,14¢ 13,47¢ — 9,47: 3,82¢ 228 47,86*

$2,23848 $ 653417 $ 267,06t $ 89578 $ 68,74: $ 276,65 $ 119,78 $ 396: $ 4,523,89

Allowance for loan losses:

Individually evaluated

for impairment $ — 3 8,13t 3 2 3 204 % — 8 301 % — % 3E 3 8,68(
Collectively evaluated
for impairment 8,73¢ 5,58( 1,05¢ 3,701 844 1,87¢ 95 31 21,92¢
Loans acquired with
credit deterioration — 344 2,591 2,39¢ — 1,27¢ 221 53 6,88¢
Ending Balance, June 30,
2015 $ 8,73¢ $ 14,06: $ 3,651 $ 6,31C $ 844 % 3,45 3 31 $ 11¢  $ 37,49:
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Commercial
Real Estate Commercial

Three Months Ended June 30, Commercial and Owner Real Estate Non- Residential Manufactured Other

2014 Multi-family Industrial Occupied Owner Occupied Construction Real Estate Housing Consumer Total

(amounts in thousands)

Beginning Balance, April 1,

2014 $ 6,22 $ 2,48: $ 2,770 $ 9,86z $ 234: % 2301 $ 59: §$ 127 % 26,70«
Charge-offs — (445) (200) (712) — (15) — (33) (1,408
Recoveries _ 13E _ 1 3 18 _ _ 157
Provision for loan
losses 98t 1,16¢ 25€ 90¢ (15¢) (282) (2192) 44 2,73(

Ending Balance, June 30,

2014 $ 7,208 $ 3,341 % 2,82t $ 10,06( $ 2,187 $ 2,02¢ $ 401 % 136 $ 28,18t

Six Months Ended June 30,

2014

Beginning Balance,

January 1, 2014 $ 4227 % 267, $ 2517 % 8,961 $ 2,38 % 2490 $ 614 $ 13C % 23,99¢
Charge-offs — (44¥) (254) (90€) — (303 — (33) (1,942
Recoveries — 22t 6 2C 3 242 — 2 49¢
Provision for loan
losses 2,97¢ 887 557 1,98¢ (207) (401) (213) 39 5,631

Ending Balance, June 30,

2014 $ 7,208 $ 3,341  $ 2,82¢ $ 10,06( $ 2,187 $ 2,02¢ $ 401 % 136 $ 28,18t

As of December 31, 2014

Loans:

Individually evaluated

for impairment $ — $ 1652 $ 1334¢ $ 6,17 $ 2,328 % 182 $ — 3 13t $ 40,32¢
Collectively evaluated

for impairment 2,204,05! 530,11¢ 206,35: 817,33: 44,48: 285,60¢ 122,71! 4,05( 4,214,71
Loans acquired with

credit deterioration 4,34¢ 3,29: 16,03 15,80+« 2,91( 9,967 4,01¢ 24¢ 56,617

$2,208,400 $ 549,938 $ 23573« $ 83931L( $ 49,71¢  $ 297,39 $ 126,73. $ 4,43: $ 4,311,66

Allowance for loan losses:

Individually evaluated

for impairment $ — S 85¢ $ 9% $ 17¢  $ — % 18¢ % — S 32 % 1,34
Collectively evaluated
for impairment 8,49: 3,76¢€ 1,75¢ 6,58( 424 1,43¢ 92 28 22,57¢
Loans acquired with
credit deterioration — 162 2,48¢ 2,44¢ 62: 1,074 17C 54 7,01f
Ending Balance, December )
31, 2014 $ 849: $ 478 $ 433 $ 9,19t $ 1,047 $ 269 $ 26z $ 114 $ 3093

The non-covered manufactured housing portfolio prashased in August 2010. A portion of the purchasse may be used to reimburse the
Bank under the specified terms in the purchaseeageat for defaults of the underlying borrower atttbo specified items. At June 30, 2015
and December 31, 2014 , funds available for reisément, if necessary, were $1.6 million and $3l0ani, respectively. Each quarter, these
funds are evaluated to determine if they wouldufécient to absorb the probable incurred lossetiwithe manufactured housing portfolio.

The changes in accretable yield related to purchassdit-impaired loans for the three and six merghded June 30, 2015 and 2014 were as
follows:

Three Months Ended June 30,

2015 2014
(amounts in thousands)
Accretable yield balance, beginning of period $ 15,42 $ 20,61¢
Accretion to interest income (57¢) (543
Reclassification from nonaccretable difference disgosals, net (544) (385)
Accretable yield balance, end of period $ 14,30: $ 19,69:
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Six Months Ended June 30,

2015 2014
(amounts in thousands)
Accretable yield balance, beginning of period $ 17,60¢ $ 22,557
Accretion to interest income (1,239 (1,629
Reclassification from nonaccretable difference disgosals, net (2,06%) (1,249
Accretable yield balance, end of period $ 14,30: $ 19,69

NOTE 8 - SHAREHOLDERS’ EQUITY

O n May 18, 2015, Customers Bancorp issued 2,30G0886ks of Fixed-to-Floating Rate Non-CumulativepBaral Preferred Stock, Series C,
par value $1.00 per share, with a liquidation pesfee of $25.00 per share.

Customers Bancorp will pay dividends on the Setiddeferred Stock only when, as, and if declarethbyboard of directors or a duly
authorized committee of the board and to the extettit has lawfully available funds to pay dividis. Dividends on the Series C Preferred
Stock will accrue and be payable quarterly in agean the 15th day of March, June, SeptemberDmmgmber of each year, commencing on
September 15, 2015, at a fixed rate per annum ¢gquab0% from the original issue date to, but edilg, June 15, 2020, and thereafter at a
floating rate per annum equal to three-month LIB@Rhe related dividend determination date plugraad of 5.30% per annum.

Dividends on the Series C Preferred Stock willm®tumulative. If Customers Bancorp's board ofatimes or a duly authorized committee of
the board does not declare a dividend on the S€rleeferred Stock in respect of a dividend peribein no dividend shall be deemed to have
accrued for such dividend period, be payable orafigdicable dividend payment date, or be cumulatwe Customers Bancorp will have no
obligation to pay any dividend for that dividendipd, whether or not the board of directors or by dwthorized committee of the board
declares a dividend on the Series C Preferred Stwakny future dividend period.

The Series C Preferred Stock has no stated matigrityt subject to any mandatory redemption, sigkiund or other similar provisions and
will remain outstanding unless redeemed at Custsf@ancorp's option. Customers Bancorp may redeerSéhies C Preferred Stock at its
option, at a redemption price equal to $25.00 pares plus any declared and unpaid dividends (withegard to any undeclared dividends), (i
in whole or in part, from time to time, on any dignd payment date on or after June 15, 2020 dn(ihole but not in part, within 90 days
following the occurrence of a regulatory capitebttment event. Any redemption of the Series C ReleStock is subject to prior approval of
the Board of Governors of the Federal Reserve 8yst&e Series C Preferred Stock qualifies as Tigapital under regulatory capital
guidelines.

Except in limited circumstances, the Series C PrefeStock does not have any voting rights.

NOTE 9 — SHARE-BASED COMPENSATION

Stock Options

The following table summarizes stock option acyivdr the six months ended June 30, 2015 .

Weighted-
Weighted- average
average Remaining Aggregate
Number Exercise Contractual Intrinsic
of Options Price Termin Years Value
(amounts in thousands, except Weighted-averageisgerice)
Outstanding at January 1, 2015 3,168,06° $ 12.61
Granted 60C 26.8¢
Exercised (31,16%) 10.5: $ 45k
Forfeited — —
Outstanding at June 30, 2015 3,137,49° $ 12.6° 6.73 $ 44,74¢
Exercisable at June 30, 2015 586,85¢ ¢ 8.9t 475 $ 10,53
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Cash received from the exercise of options dutirgsix months ended June 30, 2015 was $0.3 millitma related tax benefit of $0.2
million .

Restricted Stock Uni

There were 158,581 restricted stock units grantethd the six months ended June 30, 2015 . Of dfgeemate restricted stock units granted,
84,392 were granted under the Bonus RecognitiorRatention Program and are subject to five -ya#nasting. The remaining units were

granted under the Bancorp's Restated and Amend®ti@0entive Equity and Deferred Compensation Blahare subject to either a three -
year waterfall vesting with one third of the amouesting annually or a thr-year cliff vesting. The following table summarizestricted stoc
unit activity for the six months ended June 30,201

Weighted-

Restricted average Grant-

Stock Units date Fair Value
Outstanding and unvested at January 1, 2015 788,97. $ 13.0C
Granted 158,58: 19.67
Vested (65,16¢€) 12.01
Forfeited (2,339 14.9¢
Outstanding and unvested at June 30, 2015 880,04 g 14.27

Total share-based compensation expense for the thoaths ended June 30, 2015 and 2014 was $1liamalhd $1.1 million , respectively.
Total share-based compensation expense for thaaiths ended June 30, 2015 and 2014 was $2.4 midlhid $2.0 million , respectively.

Customers Bancorp has a policy that permits iesatiirs to elect to receive shares of voting comstoaok in lieu of their cash retainers. Dur
the six months ended June 30, 2015 , CustomersoBaissued 16,312 shares of voting common stodk avfair value of $0.4 million to
directors as compensation for their services duttiedfirst six months of 2015 . The fair values evdetermined based on the opening price of
the common stock on the day the shares were issued.

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 result inaertnandatory, and possibly additional discretignactions by regulators that, if
undertaken, could have a direct material effedh@nBancorp’s financial statements. Under capitialgaacy guidelines and the regulatory
framework for prompt corrective action, the Bankl @ancorp must meet specific capital guidelines itihalve quantitative measures of their
assets, liabilities and certain off-balance shteets, as calculated under the regulatory accouptiagtices. The capital amounts and
classification are also subject to qualitative jondgts by the regulators about components, riskhtieigs and other factors. Prompt corrective
action provisions are not applicable to bank hajdiompanies.

Quantitative measures established by regulati@msure capital adequacy require the Bank and Barioanaintain minimum amounts and
ratios (set forth in the following table) of tothd Tier 1 capital to risk-weighted assets andief T capital to average assets (as defined in th
regulations). At June 30, 2015 and December 314 2@e Bank and Bancorp met all capital adequaqyirements to which they were
subject.

The Dodd-Frank Act required the FRB to establishimum consolidated capital requirements for barlkdihg companies that are as stringent
as those required for insured depositary subsatiath 2013, the federal banking agencies apprayed that implemented the Dodd-Frank
requirements and certain other regulatory capéfarms effective January 1, 2015, that (i) intraethi@ new capital ratio pursuant to the promp
corrective action provisions, the common equity lieapital to risk rated assets ratio, (ii) ina@éthe adequately capitalized and well
capitalized thresholds for the Tier 1 risk basepitehratios to 6% and 8% , respectively, (iii) olgad the treatment of certain capital
components for determining Tier 1 and Tier 2 cdpéad (iv) changed the risk weighting of certagsets and off balance sheet items in
determining risk weighted assets.

To be categorized as well capitalized, an instituthust maintain minimum common equity Tier 1, toigk based, Tier 1 risk based and Tier 1
leveraged ratios as set forth in the following ¢abl
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To Be Well Capitalized

Under
For Capital Adequacy Prompt Corrective Action
Actual Purposes Provisions
(amounts in thousands) Amount Ratio Amount Ratio Amount Ratio
As of June 30, 2015:
Common equity Tier 1 (to risk weighted
assets)
Customers Bancorp, Inc. $ 467,01 7.92% $ 265,34 4.5% N/A N/A
Customers Bank $ 536,10 9.1% $ 264,12 45 $ 381,51: 6.5%
Total capital (to risk weighted assets)
Customers Bancorp, Inc. $ 659,24 11.1¢% $ 471,72 8.(% N/A N/A
Customers Bank $ 683,59: 11.6'% $ 469,55: 8.(% $ 586,94( 10.(%
Tier 1 capital (to risk weighted assets)
Customers Bancorp, Inc. $ 522,58 8.8¢% $ 353,79t 6.C% N/A N/A
Customers Bank $ 536,101 9.1% $ 352,16: 6.(% $ 469,55: 8.C%
Tier 1 capital (to average assets)
Customers Bancorp, Inc. $ 522,58t 7.3t% $ 284,16 4.C% N/A N/A
Customers Bank $ 536,10( 7.51% $ 283,10t 4.0% $ 353,88 5.0%
As of December 31, 2014:
Total capital (to risk weighted assets)
Customers Bancorp, Inc. $ 578,64 11.0¢% $ 417,47 8.(% N/A N/A
Customers Bank $ 621,89 11.9¢% $ 415,14 8.(% $ 518,92 10.(%
Tier 1 capital (to risk weighted assets)
Customers Bancorp, Inc. $ 437,71 8.3% $ 208,73 4.(% N/A N/A
Customers Bank $ 480,96 9.21% $ 207,57( 4.0% $ 311,35¢ 6.0%
Tier 1 capital (to average assets)
Customers Bancorp, Inc. $ 437,71 6.6¢% $ 261,62 4.(% N/A N/A
Customers Bank $ 480,96 7.3%% $ 260,46: 4.C% $ 32557 5.0%

The new risk-based capital rules adopted effecaruary 1, 2015 require that banks and holding emiepg maintain a "capital conservation
buffer" of 250 basis points in excess of the "miammcapital ratio." The minimum capital ratio equate the prompt corrective action
adequately capitalized threshold ratio. The capitalservation buffer will be phased in over fouarngebeginning on January 1, 2016, with a
maximum buffer of 0.625% of risk weighted assets2@16, 1.25% for 2017, 1.875% for 2018, and 2.6#2019 and thereafter. Failure to
maintain the required capital conservation buffék n@sult in limitations on capital distributiorssd on discretionary bonuses to executive
officers.

NOTE 11 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

Customers uses fair value measurements to reciorebfae adjustments to certain assets and ligdsliaind to disclose the fair value of its
financial instruments. FASB ASC 82%.inancial Instruments requires disclosure of the estimated fair valuanoentity’s assets and liabilities
considered to be financial instruments. For Custsiras for most financial institutions, the majpof its assets and liabilities acensidered t
be financial instruments. However, many of thestriiments lack an available trading market as dvaniaed by a willing buyer and willing
seller engaging in an exchange transaction. Forédile disclosure purposes, Customers utilizethizefair value measurement criteria under
the FASB ASC 820Fair Value Measurements and Disclosures explained below.

In accordance with ASC 820, the fair value of afidial instrument is the price that would be reedito sell an asset or paid to transfer a
liability in an orderly transaction between margatticipants at the measurement date. Fair valbesgsdetermined based upon quoted marke
prices. However, in many instances, there are tegumarket prices for Customers' various finariastruments. In cases where quoted
market prices are not available, fair values ametian estimates using present value or othertiafuichniques. Those techniques are
significantly affected by the assumptions useduitiog the discount rate and estimates of futush dlows. Accordingly, the fair value
estimates may not be realized in an immediateesedtht of the instrument.
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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 markeigpants at the measurement date under currentanegdkditions. 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 instan&tsrrdining the price at which willing market paipi@nts would transact at the measuremen
date under current market conditions depends ofatfie and circumstances and requires the usgifisant judgment. The fair value is a
reasonable point within the range that is mostasgmtative of fair value under current market ctoowi.

The fair value guidance also establishes a faireshierarchy and describes the following threelteused to classify fair value measurements.

Level 1: Unadjusted quoted prices in active markeds are accessible at the measurement datedotiédl, unrestricted assets or
liabilities.

Level 2: Quoted prices in markets that are nowvactr inputs that are observable either direatlindirectly, for substantially the full
term of the asset or liability.

Level 3: Prices or valuation techniques that regjiriputs that are both significant to the fair watneasurement and unobservable (i.e
supported with little or no market activity).

A financial instrument’s level within the fair vadthierarchy is based on the lowest level of inpat ts significant to the fair value
measurement.

The following methods and assumptions were usestimate the fair values of Customers' financisirinments as of June 30, 2015 and
December 31, 2014 :

Cash and cash equivalents:

The carrying amounts reported in the balance dbeetash and cash equivalents approximate thostsafsr values. These assets are inclu
as Level 1 fair values, based upon the lowest lef/glput that is significant to the fair value nseeements.

Investment securities:

The fair values of investment securities availdblesale are determined by obtaining quoted mavkiees on nationally recognized and foreigr
securities exchanges (Level 1), matrix pricing @le®), which is a mathematical technique used widethe industry to value debt securities
without relying exclusively on quoted market priéesthe specific securities but rather by relyorgthe securities’ relationship to other
benchmark quoted prices, or externally developedeisathat use unobservable inputs due to limitegbomarket activity of the instrument
(Level 3). These assets are included as Leveldr, 2 fair values, based upon the lowest levehpfit that is significant to the fair value
measurements.

The carrying amount of FHLB, Federal Reserve Bankl other restricted stock approximates fair vednel, considers the limited marketabi
of such securities. These assets are included\as Pdair values, based upon the lowest levehpfit that is significant to the fair value
measurements.

Loans held for sale - Residential mortgage loans:

The Bank generally estimates the fair values aflezgial mortgage loans held for sale based on comments on hand from investors within
secondary market for loans with similar charactiess These assets are included as Level 2 failegabased upon the lowest level of input
is significant to the fair value measurements.

Loans held for sale - Mortgage warehouse loans:

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 loaséasl by mortgage companies as short-term bridgading between the funding of mortgage
loans and the finalization of the sale of the loman investor. Changes in fair value are not etgukto be recognized since at inception of the
transaction the underlying loans have already se&hto an approved investor. Additionally, theeiaist rate is variable, and the transaction is
short-term, with an average life of 18 days fromgbase to sale. These assets are included as 2 é&aielvalues, based upon the lowest level o
input that is significant to the fair value measneats.
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Loans held for sale — Multi-family loans:

The fair values of multi-family loans held for sae estimated using pricing indications from lettaf intent with third-party investors, recent
sale transactions within the secondary markettofors with similar characteristics, or non-bindindicative bids from brokers. These assets
are included as Level 3 fair values, based upothotluest level of input that is significant to trerfvalue measurements.

Loans receivable, net of allowance for loan losses:

The fair values of loans held for investment atevested using discounted cash flow analysis, usiagket rates at the balance sheet date tha
reflect the credit and interest rate-risk inheiarthe loans. Projected future cash flows are d¢ated based upon contractual maturity or call
dates, projected repayments and prepayments afipain Generally, for variable rate loans that repfrequently and with no significant
change in credit risk, fair values are based oryoay values. These assets are included as Lefadt 8alues, based upon the lowest level of
input that is significant to the fair value measneats.

Impaired loans:

Impaired loans are those that are accounted foeru8C 450Contingencies in which the Bank has measured impairment gelydvaked on
the fair value of the loan’s collateral. Fair valaeyenerally determined based upon independenkiarty appraisals of the properties that
collateralize the loans, or discounted cash floasell upon the expected proceeds. These assatsladed as Level 3 fair values, based upon
the lowest level of input that is significant tetfair value measurements.

FDIC loss sharing receivable, net of clawback lialty:

The FDIC loss sharing receivable is measured stpafaom the related covered assets, as it icaotractually embedded in the assets and i
not transferable with the assets should the absetsld. Fair value is estimated using projectesth dmws related to the loss sharing agreen
based on the estimated losses to be incurred dodhe and the expected reimbursements for losseg the applicable loss share percentage
These cash flows are discounted to reflect thenastid timing of the receipt of the loss share reirsbment from the FDIC.

Beginning in second quarter 2015, the Bank estichatelawback liability payable to the FDIC upordiimaturity of the loss sharing
arrangements in 2020. This amount was estimateztlbas forecasted losses to be incurred over th@fithe loss sharing arrangements rel:
to expected losses and the consideration paid apguisition of the failed institutions. The clawkdiability is presented net of the FDIC loss
sharing receivable and is included as a LevelRviue, based upon the lowest level of input thafgnificant to the fair value measurement.

Other real estate owned:

The fair value of OREO is determined using apptsjsghich may be discounted based on managemewisw and changes in market
conditions (Level 3 Inputs). All appraisals mustgezformed in accordance with the Uniform Standafd@rofessional Appraisal

Practice. Appraisals are certified to the Bank pedormed by appraisers on the Bank’s approveafiappraisers. Evaluations are completed
by a person independent of management. The cooitémé appraisal depends on the complexity of tlopgrty. Appraisals are completed on a
“retail value” and an “as is value”. These assetsircluded as Level 3 fair values, based uporaest level of input that is significant to the
fair value measurements.

Deposit liabilities:

The fair values disclosed for demand deposits,(Btgrest and non-interest checking, passboolgavand money market deposit accounts)
are, by definition, equal to the amount payablelemand at the reporting date (i.e., their carrgingunts). These liabilities are included as
Level 1 fair values, based upon the lowest levéhpéit that is significant to the fair value measuents.

Fair values for fixed-rate certificates of dep@s# estimated using a discounted cash flow caloul#that applies interest rates currently being
offered in the market on certificates to a schedfileggregated expected monthly maturities on tieygosits. These liabilities are included as
Level 2 fair values, based upon the lowest levéhpiit that is significant to the fair value measuents.

Federal funds purchased:

For these short-term instruments, the carrying arhsuconsidered a reasonable estimate of fairevalbese liabilities are included as Level 1
fair values, based upon the lowest level of inpat s significant to the fair value measurements.
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Borrowings:

Borrowings consist of long-term and short-term FHhdB/ances, five -year senior unsecured notes, @rardinated debt. For the short-term
borrowings, the carrying amount is considered aarable estimate of fair value and is includedegel 1. Fair values of long-term FHLB
advances are estimated using discounted cash fialysis, based on quoted prices for new FHLB adesmdgth similar credit risk
characteristics, terms and remaining maturity. fitiees obtained from this active market represantisket value that is deemed to represent
the transfer price if the liability were assumedaothird party. Fair values of privately placed aulinated and senior unsecured debt are
estimated by a third-party financial adviser ugiligcounted cash flow analysis, based on markes ratgently offered on such debt with
similar credit-risk characteristics, terms and rigmimg maturity. These liabilities are included asvEl 2 fair values, based upon the lowest leve
of input that is significant to the fair value meesments. The $63 million senior unsecured nogsed during third quarter 2013 are traded or
The New York Stock Exchange, and their price capligained daily. This fair value measurement issifeed as Level 1.

Derivatives (Assets and Liabilities):

The fair values of interest rate swaps and cregfivvdtives are determined using models that inaareareadily observable market data into a
market standard methodology. This methodology tietsliscounted future fixed cash receipts and ib@dnted expected variable cash
payments. The discounted variable cash paymentsazetl on expectations of future interest rategsetfrom observable market interest rate
curves. In addition, fair value is adjusted for #ffect of nonperformance risk by incorporatingdit@aluation adjustments for the Bank and its
counterparties. These assets and liabilities ateded as Level 2 fair values, based upon the loleesl of input that is significant to the fair
value measurements.

The fair values of the residential mortgage loamedtments are derived from the estimated fair valiat can be generated when the
underlying mortgage loan is sold in the secondaayket. The Bank uses commitments on hand from trartly investors to estimate an exit
price, and adjusts for the probability of the cortm@int being exercised based on the Bank’s interxagrience (i.e., pull-through rate). These
assets and liabilities are included as Level 3values, based upon the lowest level of inputighaignificant to the fair value measurements.

Off-balance-sheet financial instruments:

The fair values of unused commitments to lend aaddby letters of credit are considered to be #meesas their contractual amounts

The following information should not be interpretesian estimate of the fair value of the entiret@usrs since a fair value calculation is only
provided for a limited portion of the Customersets and liabilities. Due to a wide range of vabratechniques and the degree of subjectivity

used in making these estimates, comparisons betihegdustomer’s disclosures and those of other emimp may not be meaningful.
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The estimated fair values of Customers' financisfruments were as follows at June 30, 2015 anéiker 31, 2014 .

Fair Value Measurements at June 30, 2015

Significant
Quoted Prices in Active  Significant Other Unobservable
Carrying Estimated Markets for Identical Observable Inputs Inputs
Amount Fair Value Assets (Level 1) (Level 2) (Level 3)
(amounts in thousands)
Assets:
Cash and cash equivalents $ 39158 $ 39158 $ 391,58¢ $ — 3 —
Investment securities, available for sale 373,95: 373,95: 20,27 353,67¢ —
Loans held for sale 2,030,34: 2,030,95. — 1,949,57. 81,38:
Loans receivable, net of allowance for loan
losses 4,487,33. 4,489,083 — — 4,489,03!
FHLB, Federal Reserve Bank and other
restricted stock 78,14¢ 78,14¢ — 78,14¢ —
Derivatives 6,76¢ 6,76¢ — 6,697 71
Liabilities:
Deposits $ 547715 $ 5488,75 $ 3,215,69. $ 2,273,060 $ =
FHLB advances 1,388,001 1,390,87. 1,018,15. 372,71 —
Other borrowings 88,25( 93,56( 68,31( 25,25( —
Subordinated debt 110,00( 113,02! — 113,02 —
FDIC clawback liability, net of FDIC receivah 1,45¢ 1,45¢ — — 1,45¢
Derivatives 10,23« 10,23« — 10,23« —
Fair Value Measurements at December 31, 2014
Significant
Quoted Prices in Active  Significant Other Unobservable
Carrying Estimated Markets for Identical Observable Inputs Inputs
Amount Fair Value Assets (Level 1) (Level 2) (Level 3)
(amounts in thousands)
Assets:
Cash and cash equivalents $ 371020 $ 371020 % 371,020 % — 3 —
Investment securities, available for sale 416,68! 416,68! 24,27( 392,41! —
Loans held for sale 1,435,45 1,436,46! — 1,335,66:! 100,79:.
Loans receivable, net of allowance for loan
losses 4,281,24 4,285,53 — — 4,285,53
FHLB, Federal Reserve Bank and other stock 82,00: 82,00: — 82,00: —
FDIC loss sharing receivable 2,32( 2,32( — — 2,32(
Derivatives 7,552 7,552 — 7,50¢ 43
Liabilities:
Deposits $ 453253 $ 454050 $ 2,820,87" $ 1,719,633 $ —
FHLB advances 1,618,001 1,619,85! 1,298,00! 321,85¢ —
Other borrowings 88,25( 92,06¢ 66,94« 25,12¢ —
Subordinated debt 110,00( 111,92! — 111,92 —
Derivatives 9,71¢ 9,71¢ — 9,71¢€ —
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For financial assets and liabilities measured iatviue on a recurring and nonrecurring basis félirevalue measurements by level within the
fair value hierarchy used at June 30, 2015 and mbee 31, 2014 were as follows:

June 30, 2015
Fair Value Measurements at the End of the Reportindgeriod Using

Quoted Prices in Significant Other Significant
Active Markets for Identical Observable Inputs Unobservable
Assets (Level 1) (Level 2) Inputs (Level 3) Total
(amounts in thousands)
Measured at Fair Value on a Recurring Basis:
Assets
Available-for-sale securities:
Mortgage-backed securities $ — 331,35 $ — $ 331,35
Corporate notes — 22,32¢ — 22,32¢
Equity securities 20,27« — — 20,27«
Derivatives (1) — 6,691 71 6,76¢
Loans held for sale — fair value option — 1,949,57. — 1,949,57,
Total assets - recurring fair value measurements  $ 20,27: $ 2,309,94i $ 71 $ 2,330,29:
Liabilities
Derivatives (2) $ — $ 10,23¢ $ — $ 10,23
Measured at Fair Value on a Nonrecurring Basis:
Assets
Impaired loans, net of specific reserves of $8,688 — % — ¢ 7,628 $ 7,62t
Other real estate owned — — 4,597 4,59
Total assets - nonrecurring fair value measurements$ — 8 — % 12,22: ¢ 12,22:

December 31, 2014
Fair Value Measurements at the End of the Reportindgeriod Using

Quoted Prices in Significant Other Significant
Active Markets for Identical Observable Inputs Unobservable
Assets (Level 1) (Level 2) Inputs (Level 3) Total
(amounts in thousands)
Measured at Fair Value on a Recurring Basis:
Assets
Available-for-sale securities:
Mortgage-backed securities $ — 3 377,31 % — $ 377,3L
Corporate notes — 15,10 — 15,10¢
Equity securities 24.27( — — 24,27(
Derivatives (1) — 7,50¢ 43 $ 7,55
Loans held for sale — fair value option — 1,335,66: — 1,335,66:
Total assets - recurring fair value measurements $ 2427C % 1,735,59. $ 43 $ 1,759,90!
Liabilities
Derivatives (2) — 3 9,71¢ — 9,71¢
Measured at Fair Value on a Nonrecurring Basis:
Assets
Impaired loans, net of specific reserves of $1,382 — 3 — 3 2,380 % 2,38(
Other real estate owned — — 9,14¢ 9,14¢
Total assets - nonrecurring fair value measurements — ¢ — 3 11,52¢ % 11,52¢

(1) Included in Other Asse
(2) Included in Other Liabilitie
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The changes in Level 3 assets measured at faie \walwa recurring basis for the three and six moatited June 30, 2015 and 2014 are
summarized as follows.

Three Months Ended June 30,
2015 2014
Residential Mortgage Loan Commitments

(amounts in thousands)

Balance at April 1 $ 87 $ 10¢
Issuances 71 54
Settlements (87) (109
Balance at June 30 $ 71 $ 54

Six Months Ended June 30,
2015 2014

Residential Mortgage Loan Commitments

(amounts in thousands)

Balance at January 1 $ 43 $ 24C
Issuances 15€& 157
Settlements (130 (349
Balance at June 30 $ 71 $ 54

Customers' policy is to recognize transfers betwagrvalue levels when events or circumstancesamitransfers. There were no transfers
between levels during the three and six monthseddee 30, 2015 and 2014.

The following table summarizes financial assets famehcial liabilities measured at fair value aslahe 30, 2015 and December 31, 2014 on
recurring and nonrecurring basis for which Custamailized Level 3 inputs to measure fair value.

Quantitative Information about Level 3 Fair Value Measurements

Fair Value Range (Weighted
June 30, 2015 Estimate Valuation Technique Unobservable Input Average) (3)
(amounts in thousands)
Impaired loans $ 7,62t Collateral appraisal (1)  Liquidation expenses (2) (8)%
Other real estate owned 4,597 Collateral appraisal (1) Liquidation expenses (2) (8)%
Residential mortgage loan commitments 71 Adjusted market bid Pull-through rate 90%

Quantitative Information about Level 3 Fair Value Measurements

Fair Value Range (Weighted
December 31, 2014 Estimate Valuation Technique Unobservable Input Average) (3)
(amounts in thousands)
Impaired loans $ 2,38( Collateral appraisal (1) Liquidation expenses (2) (8)%
Other real estate owned 9,14¢ Collateral appraisal (1) Liguidation expenses (2) (8)%
Residential mortgage loan commitments 43 Adjusted market bid Pull-through rate 80%
(1) Obtained from approved independent appraiggpraisals are current and in compliance with itngalicy. The Bank does not discount

appraisals.
(2) Fair value is adjusted for costs to ¢
(3) Presented as a percentage of the value determynapidnaisa
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NOTE 12 — DERIVATIVE INSTRUMENTS AND HEDGING ACTIVI TIES
Risk Management Objectives of Using Derivatives

Customers is exposed to certain risks arising fboth its business operations and economic conditiGnstomers manages economic risks,
including interest rate, liquidity, and credit rigkimarily by managing the amount, sources, arrdtibns of its assets and liabilities.
Specifically, Customers enters into derivative ficial instruments to manage exposures that aidse frusiness activities that result in the
receipt or payment of future known and uncertashcamounts, the value of which are determined terést rates. Customers' derivative
financial instruments are used to manage differeirtéhe amount, timing, and duration of Customiemswn or expected cash receipts and its
known or expected cash payments principally reledezbrtain fixed-rate borrowings. Customers alas interestate derivatives resulting fro

a service provided to certain qualifying customars] therefore, they are not used to manage Custbmierest-rate risk in assets or liabilities.
Customers manages a matched book with respestdeifiivative instruments used in this customeriserin order to minimize its net risk
exposure resulting from such transactions.

Cash Flow Hedges of Interest Rate Risk

Customers' objectives in using interest-rate dériga are to add stability to interest expensetarrdanage exposure to interest-rate
movements. To accomplish this objective, Custorpararily uses interest rate swaps as part ohterést-rate-risk management strategy.
Interest-rate swaps designated as cash flow hedgalse the receipt of variable amounts from a deyparty in exchange for Customers
making fixed-rate payments over the life of theesgnents without exchange of the underlying notianabunt.

The effective portion of changes in the fair vatdi@erivatives designated and qualifying as casW thedges is recorded in accumulated other
comprehensive income and is subsequently recledsiito earnings in the period that the hedgedcimd transaction affects earnings. Dt
the three and six months ended June 30, 2015 al, Zuch derivatives were used to hedge the Jarcsh flows associated with a
forecasted issuance of debt. The ineffective portibthe change in fair value of the derivativemide recognized directly in earnings. During
the three and six months ended June 30, 2015 &, 20Dustomers did not record any hedge ineffentss.

Amounts reported in accumulated other comprehernsoame related to derivatives will be reclassifiednterest expense as interest paymen
are made on Customers' variable-rate debt. Custoexpects to reclassify $0.5 million from accumetbother comprehensive income to
interest expense during the next 12 months.

Customers is hedging its exposure to the varighilifuture cash flows for forecasted transactionsr a maximum period of 24 months
(excluding forecasted transactions related to Hyent of variable interest on existing financratruments).

At June 30, 2015 and December 31, 2014, Custonaer®he outstanding interest rate derivative wittotonal amount of $150.0 million that
was designated as a cash flow hedge of interestiskt The hedge expires in April 2019.

Derivatives Not Designated as Hedging Instruments

Customers executes interest rate swaps with conmhbanking customers to facilitate their respeztisk management strategies (typically
the loan customers will swap a floating-rate loam fixed-rate loan). The customer interest ratapssare simultaneously offset by interest rats
swaps that Customers executes with a third partyder to minimize interest rate risk exposure Itesyifrom such transactions. Since the
interest rate swaps associated with this programodoneet the hedge accounting requirements, clsangdhke fair value of both the customer
swaps and the offsetting third-party market swaps@cognized directly in earnings. At June 30,20Customers had 48 interest rate swaps
with an aggregate notional amount of $297.0 millielated to this program. At December 31, 2014st@uers had 44 interest rate swaps witt
an aggregate notional amount of $251.9 milliontesldo this program.

Customers enters into residential mortgage loamaidmments in connection with its mortgage bankintivitees to fund mortgage loans at
specified rates and times in the future. These cionmemts are short-term in nature and generallyrexpi 30 to 60 days. The residential
mortgage loan commitments that relate to the oaiim of mortgage loans that will be held for sale considered derivative instruments ur
applicable accounting guidance and are reportéairatalue, with changes in fair value recordecdily to earnings. At June 30, 2015 and
December 31, 2014 , Customers had an outstandimnabbalance of residential mortgage loan comraitta of $4.3 million and $3.8
million , respectively.

Customers also purchased credit derivatives todét performance risk associated with one ofdtsterparties. These derivatives are not
designated as hedging instruments and are repatrfad value, with changes in fair value reportéectly
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in earnings. At June 30, 2015 and December 31,,20adtomers had an outstanding notional balanceedlit derivatives of $18.4 million and

$13.4 million , respectively.

Fair Value of Derivative Instruments on the BalanceSheet

The following table presents the fair value of @estomers' derivative financial instruments as wasltheir classification on the balance sheet

as of June 30, 2015 and December 31, 2014 .

June 30, 2015

Derivative Assets

Derivative Liabilities

Balance Sheet

Balance Sheet

Location Fair Value Location Fair Value
(amounts in thousands)
Derivatives designated as cash flow hedges:
Interest rate swaps Other assets — Other liabilities 3,44~
Total — 3,44¢
Derivatives not designated as hedging instruments:
Interest rate swaps Other assets 6,55¢ Other liabilities 6,78¢
Credit contracts Other assets 141 Other liabilities —
Residential mortgage loan commitments Other assets 71 Other liabilities —
Total $ 6,76¢ $ 6,78¢

December 31, 2014
Derivative Liabilities

Derivative Assets

Balance Sheet Balance Sheet

Location Fair Value Location Fair Value
(amounts in thousands)
Derivatives designated as cash flow hedges:
Interest rate swaps Other assets $ — Other liabilities $ 1,94
Total $ — $ 1,94t
Derivatives not designated as hedging instruments:
Interest rate swaps Other assets $ 7,332 Other liabilities $ 7,771
Credit contracts Other assets 177 Other liabilities —
Residential mortgage loan commitments Other assets 43 Other liabilities —
Total $ 7,552 $ 7,771

Effect of Derivative Instruments on Comprehensive mcome

The following tables present the effect of the Gostrs' derivative financial instruments on compnsiee income for the three and six months
ended June 30, 2015 and 2014 .

Three Months Ended June 30, 2015

Amount of Income (Loss)
Recognized in Earnings

Income Statement Location

(amounts in thousands)
Derivatives not designated as hedging instruments:

Interest rate swaps Other non-interest income $ 58¢
Credit contracts Other non-interest income (66)
Residential mortgage loan commitments Mortgage loan and banking income a7

Total $ 50&
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(amounts in thousands)
Derivatives not designated as hedging instruments:
Interest rate swaps
Credit contracts
Residential mortgage loan commitments
Total

(amounts in thousands)
Derivatives not designated as hedging instruments:
Interest rate swaps
Credit contracts
Residential mortgage loan commitments
Total

(amounts in thousands)

Derivatives not designated as hedging instruments:

Interest rate swaps

Credit contracts

Residential mortgage loan commitments
Total

Three Months Ended June 30, 2014

Amount of Income (Loss)

Income Statement Location Recognized in Earnings

Other non-interest income $ 11¢€
Other non-interest income 14
Mortgage loan and banking income (49

$ 83

Six Months Ended June 30, 2015

Amount of Income (Loss)

Income Statement Location Recognized in Earnings

Other non-interest income $ 71C
Other non-interest income (36)
Mortgage loan and banking income 28

$ 70z

Six Months Ended June 30, 2014

Amount of Income (Loss)

Income Statement Location Recognized in Earnings

Other non-interest income $ 63€
Other non-interest income (13%)
Mortgage loan and banking income (18¢)

$ 317

Three Months Ended June 30, 2015

Amount of Gain
Recognized in OCI on
Derivatives (Effective Portion) (1)

Location of Gain (Loss)
Reclassified from
Accumulated OCI into
Income (Effective Portion)

Amount of Gain (Loss)
Reclassified from
Accumulated OCI into
Income (Effective Portion)

(amounts in thousands)
Derivative in cash flow hedging relationships:
Interest rate swaps $

27€  Interest expense $ —

Three Months Ended June 30, 2014

Amount of Loss
Recognized in OCl on
Derivatives (Effective Portion) (1)

Location of Gain (Loss)
Reclassified from
Accumulated OCI into
Income (Effective Portion)

Amount of Gain (Loss)
Reclassified from
Accumulated OCI into
Income (Effective Portion)

(amounts in thousands)
Derivative in cash flow hedging relationships:
Interest rate swaps $

(1,059 Interest expense $ —

(1) Net of taxe
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Six Months Ended June 30, 2015

Location of Gain (Loss) Amount of Gain (Loss)
Amount of Loss Reclassified from Reclassified from
Recognized in OCl on Accumulated OCI into Accumulated OCI into
Derivatives (Effective Portion) (1) Income (Effective Portion) Income (Effective Portion)
(amounts in thousands)
Derivative in cash flow hedging relationships:
Interest rate swaps $ (889) Interest expense $ —

Six Months Ended June 30, 2014

Location of Gain (Loss) Amount of Gain (Loss)
Amount of Loss Reclassified from Reclassified from
Recognized in OCIl on Accumulated OCI into Accumulated OCI into
Derivatives (Effective Portion) (1) Income (Effective Portion) Income (Effective Portion)
(amounts in thousands)
Derivative in cash flow hedging relationships:
Interest rate swaps $ (622) Interest expense $ —

Credit-risk-related Contingent Features

By entering into derivative contracts, Customersxgosed to credit risk. The credit risk associatétl derivatives executed with customers is
the same as that involved in extending the rellmtads and is subject to the same standard crelitiig® To mitigate the credrisk exposure t
major derivative dealer counterparties, Customelhg enters into agreements with those counterpatiiat maintain credit ratings of high
quality.

Agreements with major derivative dealer counteipartontain provisions whereby default on any oét6mers' indebtedness would be
considered a default on its derivative obligatidbgstomers also has entered into agreements thiicgrovisions under which the
counterparty could require Customers to settlebtiggations if Customers fails to maintain its staas a well/adequately-capitalized institution
As of June 30, 2015 , the fair value of derivatiirea net liability position (which includes accdumterest but excludes any adjustment for
nonperformance-risk) related to these agreemerdsbd@.5 million . In addition, Customers has minimeollateral posting thresholds with
certain of these counterparties and at June 3G Bad posted $11.2 million of cash as collaterakt@mers records cash posted as collateral
a reduction in the outstanding balance of cashcast equivalents and an increase in the balancther assets.

Disclosures about Offsetting Assets and Liabilities

The following tables present derivative instrumeht are subject to enforceable master nettirmngements. Customers' interest rate swaps
with institutional counterparties are subject tosteanetting arrangements and are included inatie below. Interest rate swaps with
commercial banking customers and residential mgadaan commitments are not subject to mastemugettirangements and are excluded
from the table below. Customers has not made &yelection to offset its derivative positions.

Offsetting of Financial Assets and Derivative Asset
At June 30, 2015

Net Gross Amounts
Amounts of Not Offset in the

Gross Assets Consolidated
Amounts Presented Balance Sheet
Gross Offset in the in the
Amount of Consolidated Consolidated Cash
Recognized Balance Balance Financial Collateral Net
Assets Sheet Sheet Instruments Received Amount
(amounts in thousands)
Description
Interest rate swap derivatives with institutional
counterparties $ 18 $ — 18 3 18 % — $ —
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Offsetting of Financial Liabilities and Derivative Liabilities

At June 30, 2015

Net Gross Amounts
Amounts of Not Offset in the
Gross Liabilities Consolidated
Amounts Presented Balance Sheet
Gross Offset in the in the
Amount of Consolidated Consolidated Cash
Recognized Balance Balance Financial Collateral Net
Liabilities Sheet Sheet Instruments Pledged Amount
(amounts in thousands)
Description
Interest rate swap derivatives with institutional .
Counterparties $ 10,22( $ —_— $ 10,22( 18 $ 10,20‘ $ —_
Offsetting of Financial Assets and Derivative Asset
At December 31, 2014
Net Gross Amounts
Amounts of Not Offset in the
Gross Assets Consolidated
Amounts Presented Balance Sheet
Gross Offset in the in the
Amount of Consolidated Consolidated Cash
Recognized Balance Balance Financial Collateral Net
Assets Sheet Sheet Instruments Received Amount
(amounts in thousands)
Description
Interest rate swap derivatives with institutional
Counterparties $ 19z % — 3 192 19z % — 3 —
Offsetting of Financial Liabilities and Derivative Liabilities
At December 31, 2014
Net Gross Amounts
Amounts of Not Offset in the
Gross Liabilities Consolidated
Amounts Presented Balance Sheet
Gross Offset in the in the
Amount of Consolidated Consolidated Cash
Recognized Balance Balance Financial Collateral Net
Liabilities Sheet Sheet Instruments Pledged Amount
(amounts in thousands)
Description
Interest rate swap derivatives with institutional } . B
counterparties $ 9,70: $ — % 9,70z 19z $ 9,511 $ —
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ITEM 2. Management'’s Discussion and Analysis of Fiancial Condition and Results of Operations.
Cautionary Note Regarding Forward-Looking Statemen$

This report and all attachments hereto as welklasravritten or oral communications made from timé¢ime by Customers may contain cer!
forward-looking information within the meaning dfet Securities Act of 1933, as amended, and therfiesuExchange Act of 1934, as
amended. These statements relate to future evefutuoe predictions, including events or predindaelating to future financial performance,
and are generally identifiable by the use of fodvioking terminology such as “believes,” “expettmay,” “will,” “should,” “plan,”

“intend,” “anticipates,” “strategies” or the negadithereof or comparable terminology, or by dismrssf strategy that involve risks and
uncertainties. These forwatdeking statements are only predictions and esémeggarding future events and circumstances advi knowr
and unknown risks, uncertainties and other factoctiding the risks described under “Risk Factdrgit may cause actual results, levels of
activity, performance or achievements to be mdtgriifferent from any future results, levels oft@dty, performance or achievements
expressed or implied by such forward-looking staets. This information is based on various asswnptthat may not prove to be

correct. These forward-looking statements are stihgesignificant uncertainties and contingencimany of which are beyond the control of
Customers. Although the expectations reflectethénforwardlooking statements are currently believed to bsarable, future results, levels
activity, performance or achievements cannot beagueed. Accordingly, there can be no assurancettaal results will meet expectations or
will not be materially lower than the results canf#ated in this report and attachments hereto. &fewautioned not to place undue relianc
these forward-looking statements, which speak anlgf the date of this report or, in the case cldtents referred to, the dates of those
documents. Customers undertakes no obligation¢ase publicly or otherwise provide any revisiom$itese forward-looking statements to
reflect events or circumstances after the dataisfreport or to reflect the occurrence of unapttéd events, except as may be required unde
applicable law.

” o, ”ou

” o

Management'’s discussion and analysis represeraggamiew of the financial condition and resultsopierations, and highlights the significant
changes in the financial condition and resultspdrations, as presented in the accompanying caiagetl financial statements for Customers
Bancorp, a financial holding company, and its whollvned subsidiaries, including Customers BanksTiifiormation is intended to facilitate
your understanding and assessment of significaarigés and trends related to Customers financialiton and results of operations as of
for the three and six months ended June 30, 28d5juarterly information in this Management’s Dission and Analysis is unaudited. You
should read this section in conjunction with “Maaagent’s Discussion and Analysis of Financial Cdodiind Results of Operations”
included in Customers' Annual Report on Form 1®Kthe fiscal year ended December 31, 2014 (“20dr4nFL0-K").

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 preparatbour financial statements. Our significant
accounting policies are described in “NOTE 3 — SIEIRANT ACCOUNTING POLICIES AND BASIS OF PRESENTADN” to our
audited financial statements included in our 20&f#10-K and updated in this report on Form 10-Xle quarterly period ended June 30,
2015 .

Certain accounting policies involve significant gudents and assumptions by Customers that haveaiatanpact on the carrying value of
certain assets and liabilities. We consider theseunting policies to be critical accounting pa&i The judgment and assumptions used are
based on historical experience and other factdnghware believed to be reasonable under the cstamoes. Because of the nature of the
judgments and assumptions management makes, eesudts could differ from these judgments and estid®, which could have a matel
impact on the carrying values of our assets atliti@s and our results of operations.

Second Quarter Events of Note

On July 22, 2015, Customers detected potentiadlydulent activity by one of its Pennsylvania basemimercial customers. Customers
immediately commenced an internal investigation rview of the Bank's loan portfolio. As a resultlee investigation, Customers determi
that the potentially fraudulent activity is isoldt® one loan and Customers prudently reservedsigiie credit while continuing to investigate
the matter and aggressively pursue all collectitorts. While Customers had internal controls iaga to detect fraudulent activity of this
nature, Customers has taken steps to enhancéditeahcontrols to reduce the possibility that geptial fraud of this nature could occur in the
future. This matter has resulted in an increasherprovision for loan losses of $6.0 million fecend quarter 2015 and a decrease in GAAP
net income available to common shareholders of #8ll®&n, or $0.13 per diluted share. Because #mwunt has a material effect on net
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income and we believe is isolated to one loan ardndicative of future financial performance, Gusers believes it is useful to disclose key
financial information excluding this one-time evekcluding the effect of the $6.0 million speciéitowance related to this one loan,
Customers' non-GAAP core earnings for second qu2@E5 was $14.9 million, or $0.52 per diluted ghathe return on average assets and
average equity for second quarter 2015 also woane lbeen 0.87% and 12.46%, respectively. Recotioiiof GAAP net income available
common shareholders to core earnings and certallFaA non-GAAP financial metrics is presented ireSRIts of Operations."”

Despite the potentially fraudulent activity desedbabove, Customers' asset quality at June 30, 2dd&ined strong, with non-performing
loans of $10.6 million, or 0.16%, of total loans$&.6 billion, compared to $11.7 million, or 0.2086 total loans at December 31, 2014.
Additionally, Customers achieved significant orgailman and deposit growth as loan balances incde®@® billion, or 7.5%, and deposits
grew $0.6 billion during second quarter 2015. Tatsets were $7.6 billion at June 30, 2015, up Bart billion at March 31, 2015 and $6.8
billion at December 31, 2014. Customers also ra##d6 million of Tier 1 capital through the issuarof non-cumulative perpetual preferred
stock in second quarter 2015 and capital ratioeeded levels established for “well-capitalized” kand bank holding companies at June 30
2015.

Results of Operations
Second Quarter 2015 Compared to Second Quarter 2014

GAAP net income available to common shareholdereased $0.8 million , or 8.0% , to $11.0 milli@m the three months ended June 30,
2015, compared to $10.2 million for the three rhsrgnded June 30, 2014 . The increased net incesnierd from increased net interest
income of $9.6 million , largely reflecting the toaortfolio growth of the past year, offset by ieased provision expense of $6.4 million,
decreased non-interest income of $0.5 million reased non-interest expense of $0.5 million , imeed income tax expense of $0.9 million ,
and the accrual of preferred stock dividends ob $fillion.

Net interest income increas$9.6 million , or 26.1% , for the three months ehdane 30, 2015 to $46.6 million , compared to $36illion for
the three months ended June 30, 2014 . This iremeasilted principally from an increase in averlag®a balances (loans plus loans held for
sale) of $1.8 billion , offset in part by a slighthore narrow net interest margin.

The provision for loan losses increased by $6.4anito $9.3 million for the three months endedd@@, 2015 , compared to $2.9 million for
the same period in 2014 . The second quarter 26#\6gmon for loan losses of $9.3 million include®.@ million for an isolated case of
potentially fraudulent activity related to one lod@scribed under the heading "Second Quarter EvéiNste,” a $1.3 million increase for
second quarter growth in the loan portfolio, andi$4illion predominantly for increases in amourgtrated to be paid to the FDIC related to
the assisted transactions completed in 2010 focltweback liability (defined in Note 7 to the acqoamying consolidated financial statements)
and reimbursement to the FDIC of collections ofvresly charged-off loans, offset in part by a $&lion provision release primarily
resulting from Customers' low level of historicasses on loans originated after 2009 and upddtmgsdtimated loss ratios to reflect actual
industry performance rather than qualitative esti®a

Non-interest income decreased $0.5 million duringttiee months ended June 30, 2015 to $6.4 millemmpared to $6.9 milliofor the three
months ended June 30, 2014 . The decrease in sqoanigr 2015 was primarily attributable to a $hiBion decrease in mortgage loan and
banking income, due to gains realized on the dalesidential mortgage loans in second quarter 28fd gains realized from sales of
investment securities in second quarter 2014 af 8dllion , partially offset by an increase in ngage warehouse transactional fees of $0.6
million, due to higher volumes of activity, increalsgains realized from SBA loan sales in secondtgua015 of $0.3 million , and increased
earnings on Bank-owned life insurance of $0.3 prilldue to higher levels of investment.

Nor-interest expense increased $0.5 million duringtiihee months ended June 30, 2015 to $25.7 millmmpared to $25.2 million during
the three months ended June 30, 2014 primarilyrasudt of the $1.8 billion growth in Customersoportfolio, requiring increased staffing
for loan origination and administrative supporapproximately $2.9 million and increased occupateghnology and professional services
expenses of $1.7 million . These increases werebiii part by a $2.1 million decrease in FDIC assents, taxes, and regulatory fees
primarily driven by an adjustment of $2.3 millidmat reduced Pennsylvania shares taxes and a deafe®3.0 million in loan workout and re
estate owned expenses as workout costs are denyehisien by declining problem loans, recoveriepadt expenses, recoveries on real estat
owned sales, and current valuations on real egtated.

Income tax expense increased $0.9 million in theettmonths ended June 30, 2015 to $6.4 milliompared to $5.5 milliom the same peric
of 2014 . The increase in the income tax expensedrigen primarily from increased taxable incomé&2f2 million in second quarter 2015.
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Preferred stock dividends increased $0.5 milliosénond quarter 2015 due to the accrual of dividemdCustomers' newly issued Series C
Preferred Stock on May 18, 2015.

Non-GAAP core earnings were $14.9 million for the threonths ended June 30, 2015 , compared to $10i@mifor the three months ended
June 30, 2014 , an increase of $4.7 million, or 46&e adjustment required to reconcile from GAAPiIneome available to common
shareholders to Customers' core earnings is refatde one-time specific allowance of $6.0 milli@zorded in second quarter 2015 for an
isolated case of potentially fraudulent activityame loan. An adjustment is made to exclude tkim ibecause it is an isolated one-time
occurrence that Customers believes is not indieadfifuture operating results and does not refleetrends and expected performance of
Customers' existing loan portfolio. This non-GAARaincial measure may not be comparable to similabgled norGAAP financial measurt
disclosed by other companies. Customer's disclasfutlés non-GAAP financial measure is not intendedeplace GAAP but, rather, to
supplement it.

Reconciliations of GAAP net income available to coom shareholders to core earnings and certain GtdAi®n-GAAP financial metrics for
the second quarter 2015 are presented in the fimitptables:

Reconciliation of GAAP Net Income to Core Earnings

(amounts in thousands) Three Months Ended June 30, 2015
Net Income Diluted EPS
GAAP net income available to common shareholders $ 11,04¢ $ 0.3¢
After-tax effect of the $6.0 million specific all@amce 3,87( 0.12
Core Earnings $ 14,91¢ $ 0.52
Weighted average shares 28,68:

Reconciliation of GAAP to Non-GAAP Financial Metrics

(amounts in thousands) Three Months Ended June 30, 2015

GAAP Amounts Reconciling Item Non-GAAP Amounts
Net Income $ 11,55¢ $ 3,87C $ 15,42¢
Average Assets 7,110,19 43 7,110,24.
Average Equity 496,55 43 496,60(
Return on Average Assets 0.65% 0.22% 0.87%
Return on Average Equity 9.3%% 3.1%% 12.46%
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Net Interest Incom

Net interest income (the difference between thera@st earned on loans, investments and in-earning deposits with banks, and interest paid
on deposits, borrowed funds and subordinated debite primary source of Customers' earnings.

The following table summarizes Customers' net @geincome and related spread and margin for thiedseindicated.

Three Months Ended June 30,

2015 2014
Interest Average Interest Average
Average Income or Yield or Average Income or Yield or
Balance Expense Cost (%) Balance Expense Cost
(amounts in thousands)
Assets

Interest earning deposits $ 290,24 $ 18€ 0.2¢% $ 211,43t $ 13: 0.25%
Investment securities, taxable (A) 384,32: 2,25: 2.3¢ 448,05¢ 2,54: 2.2i
Loans held for sale 1,692,622 13,52: 3.2C 776,91¢ 6,71t 3.47
Loans (B) 4,404,30 42,80: 3.9C 3,544,85! 35,22( 3.9¢
Other interest-earning assets 77,82 921 4.7¢ 64,06 481 3.01
Total interest earning assets 6,849,31. 59,68: 3.4% 5,045,331 45,09: 3.5¢%
Non-interest earning assets 260,88t 202,65:

Total assets $ 7,110,19 $ 5,247,98

Liabilities

Interest checking $ 128,53 164 0.51% $ 59,61¢ 76 0.51%
Money market 2,319,301 3,057 0.5: 1,641,33. 2,517 0.62
Other savings 36,16( 26 0.2¢ 45,28¢ 50 0.44
Certificates of deposit 1,915,16 4,89¢ 1.0 1,319,35 3,08¢ 0.94
Total interest bearing deposits 4,399,16. 8,14¢ 0.7¢ 3,065,59 5,72 0.7t
Borrowings 1,511,48 4,98( 1.32 1,171,76! 2,43t 0.8:
Total interest-bearing liabilities 5,910,64! 13,12¢ 0.8¢ 4,237,36: 8,16: 0.77
Non-interest-bearing deposits 669,41: 585,37(
Total deposits & borrowings 6,580,05! 0.8C 4,822,73. 0.6¢
Other non-interest bearing liabilities 33,58t¢ 16,62:

Total liabilities 6,613,64. 4,839,35!
Shareholders’ Equity 496,55 408,63¢
Total liabilities and shareholders’
equity $ 7,110,19 $ 5,247,98
Net interest earnings 46,55¢ 36,93(
Tax-equivalent adjustment (C) 107 96
Net interest earnings $ 46,66¢ $ 37,02¢
Interest spread 2.6%% 2.91%
Net interest margin 2.7%% 2.99%
Net interest margin tax equivalent (C) 2.7% 2.9%

(A) For presentation in this table, average balancéshacorresponding average rates for investmentrisies are based upon historical cost,
adjusted for amortization of premiums and accretibdiscounts.

(B) Includes noraccrual loans, the effect of which is to reduceytiedd earned on loans, and deferred loan

(C) Full tax-equivalent basis, using a 35% statutory tax ragpfroximate interest income as a taxable ¢
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The following table presents the dollar amountledrges in interest income and interest expengidéamajor categories of interest-earning
assets and interest-bearing liabilities. Informai®provided for each category of interest-earm@iggets and interest-bearing liabilities with
respect to (i) changes attributable to volume,(tlanges in average balances multiplied by therqperiod average rate) and (ii) changes
attributable to rate (i.e., changes in averagematkiplied by prior-period average balances). porposes of this table, changes attributable to
both rate and volume which cannot be segregatee hesn allocated proportionately to the changetalvelume and the change due to rate.

Three Months Ended June 30,
2015 vs. 2014

Increase (Decrease) due

to Change in

Rate Volume Total
(amounts in thousands)
Interest income:
Interest earning deposits $ 2 $ 51 % 53
Investment securities 79 (369) (290)
Loans held for sale (539 7,341 6,801
Loans (767) 8,34¢ 7,581
Other interest-earning assets 32C 12C 44C
Total interest income (900 15,49 14,59:
Interest expense:
Interest checking — 88 88
Money market deposit accounts (397 931 54C
Savings (15) (9) (24)
Certificates of deposit 314 1,50C 1,81«
Total interest bearing deposits (92 2,51( 2,41¢
Borrowings 1,70: 84z 2,54¢
Total interest expense 1,611 3,352 4,96:
Net interest income $ (2,51) % 12,13¢ % 9,62¢

Net interest income for the three months erJune 30, 2015 was $ 46.6 million , an increase @63million , or 26.1% when compared to n
interest income of $ 36.9 million for the three rtienended June 30, 2014 . This net increase wamply the result of an increase of $ 915.7
million in the average balance of "Loans held fale% and an increase of $ 859.4 million in the agerbalance of "Loans." Within “Loans,”
changes in the following categories primarily wegsponsible for the net increase in loan volume:

*  $436.1 million increase in the average balarfaaudti-family loans due to growth of the mufamily lending business; a
*  $535.5 million increase in the average balarfammmercial loans primarily due to the growth loé tommercial and industrial loan
portfolio and commercial real estate loans.

These particular increases in loan volume weredhalt of concentrated efforts by Customers' lepdéams to execute an organic growth
strategy.

Average interest-bearing deposits for the threethwended June 30, 2015 increased by $ 1.3 biliwen compared to average interstring
deposits for the three months ended June 30, 2Bidrest expense on total interest-bearing depositeased $ 2.4 million in second quarter
2015 compared to second quarter 2014. This incressdted from increased deposit volume as theageerate on interest-bearing deposits
decreased 1 basis point for the second quarter. 2015

Borrowings also had a significant effect on ne¢iiast income due to a 49 basis-point increasesiatierage rate primarily due to the issuance
in June 2014 of $110.0 million of subordinated dedrring an interest rate of 6.125% and $25.0 onil6f senior debt with an interest rate of
4.625%. In addition, there was an increase in aeFHLB borrowings of $223.8 million accompaniedab¥3 basis-point increase in the
related average rate.

Customers’ net interest margin (tax equivalentyel@sed 21 basis point to 2.73% for the three mastded June 30, 2015 when compared tc
the net interest margin (tax equivalent) of 2.94%the same period in 2014 . The decrease was plyma

46




Table of Contents

the result of the $110.0 million and $25.0 millidebt issuances in June 2014. Higher volumes olother-yielding mortgage warehouse held
for sale portfolio also contributed to the decreiaseet interest margin.

Provision for Loan Losse

The Bank has established an allowance for loaretogwough a provision for loan losses chargedasxpense on the consolidated statement:
of income. The loan portfolio is reviewed quartadyevaluate the outstanding loans and to measitetbe performance of the portfolio and
the adequacy of the allowance for loan lossesuAe B0, 2015 , approximately $31.7 million , or9.6f the loan portfolio including loans
held for sale, was covered under loss sharing agrets with the FDIC. Decreases in the estimateld ftaws on the loans covered by the loss
share agreements greater than the original estiwalee are recorded as an increase to the provisidoan losses, and a corresponding
receivable due from the FDIC is recorded as a réauto the provision for loan losses for the pmmtanticipated to be recovered under the los
sharing agreements. Conversely, if the estimatsd ftaws on the covered loans increase, all orrtigroof the previously recorded provision
for loan losses will be reversed, and the corredjpanreceivable due from the FDIC will be writteoveh as an increase to the provision for
loan losses. The FDIC loss sharing receivable loalarill be reduced through a charge to the prowmisiw loan losses, with no offsetting
reduction to the allowance for loan losses, agp#r@d to submit losses under the FDIC loss shaagrgements approaches expiration and the
estimated losses on the covered loans have nenyetged or been realized in a final dispositiomevEhe period to submit losses under the
FDIC loss sharing agreements for non-single fatodins expires in third quarter 2015. The periodubmit losses under the FDIC loss sharing
agreements for single family loans expires in tlgjuérter 2017. The final maturity of the FDIC la$gring agreements occurs in third quarter
2020.

As part of the FDIC loss sharing agreements, thekBdso assumed a liability ("Clawback Liability) be paid within 45 days subsequent to
the maturity or termination of the loss sharingesgnents that is contingent upon actual lossesredwaver the life of the agreements relativ
expected losses and the consideration paid upansiioon of the failed institutions. Due to contadicash payments on the covered loans in
excess of expectations, the Bank now anticipatasitivill be required to pay the FDIC at the erdt®loss sharing agreements. Accordingl!
clawback liability of $2.4 million was recorded alsJune 30, 2015, with a corresponding increashegrovision for loan losses. To the extent
actual losses on the covered loans are less thiamagsd losses, the clawback liability will incread o the extent actual losses on the covered
loans are more than the estimated losses, the atduwiability will decrease.

The provision for loan losses increased by $6.4anito $9.3 million for the three months endedd@@, 2015 , compared to $2.9 million for
the same period in 2014 . The second quarter 26#6gmon for loan losses of $9.3 million include®.@ million for an isolated case of
potentially fraudulent activity related to one laandiscussed under the heading "Second QuartetEeeNote," a $1.3 million increase for
second quarter growth in the loan portfolio, andi$4illion predominantly for increases in amourgtrated to be paid to the FDIC related to
the assisted transactions completed in 2010 focldweback liability and reimbursement to the FDiCollections of previously charged-off
loans, offset in part by a $2.4 million provisiaigase primarily resulting from Customers' low lenehistorical losses on loans originated &
2009 and updating the estimated loss ratios teceéictual industry performance rather than qublgaestimates.

For more information about our provision and alloa& for loan losses and our loss experience, seslitRisk” and “Asset Quality” herein.

Nor-Interest Income

The table below presents the components of nomeistténcome for the three months ended June 3G 206d 2014 .

Three Months Ended June 30,

2015 2014

(amounts in thousands)

Mortgage warehouse transactional fees $ 2,79¢ $ 2,21t
Bank-owned life insurance 1,16¢ 83¢
Gain on sale of loans 827 572
Mortgage loans and banking income 287 1,55¢
Deposit fees 247 212
Gain (loss) on sale of investment securities (69 35¢
Other 1,13 1,16
Total non-interest income $ 6,39: $ 6,911
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Non-interest income decreased $0.5 million duringttiee months ended June 30, 2015 to $6.4 millemmpared to $6.9 milliofor the three
months ended June 30, 2014 . The decrease in sqoanigr 2015 was primarily attributable to lowesrtgage loan and banking income of
$1.3 million as a result of mortgage loan saleseicond quarter 2014 and gains realized from tleeafahvestment securities in second quartel
2014 of $0.4 million . Partially offsetting thesealeases were increases realized from the saf&BAloans in second quarter 2015 of $0.3
million , increased mortgage warehouse transadtieea of $0.6 million due to an increased volurhevarehouse transactions, and an increas
of $0.3 million in bank-owned life insurance asault of additional investments made since secuoadter 2014.

Nor-Interest Expense

The table below presents the components of nomeisttexpense for the three months ended June 36,&@ 2014 .

Three Months Ended June 30,

2015 2014

(amounts in thousands)

Salaries and employee benefits $ 14,44¢  $ 11,59:
Technology, communication and bank operations 2,83¢ 2,30¢
Professional services 2,792 1,881
Occupancy 2,19¢ 1,911
FDIC assessments, taxes, and regulatory fees 99t 3,07¢
Advertising and promotion 42¢ 42¢
Loan workout expense (income) (13 477
Other real estate owned expense (income) (580 89(
Other 2,55 2,64
Total non-interest expense $ 25,66( $ 25,20¢

Nonr-interest expense was $25.7 million for the thremtins ended June 30, 2015, an increase of $0liBmfilom non-interest expense of
$25.2 million for the three months ended June 8242

Salaries and employee benefits, which represerathgest component of non-interest expense, inetkd2.9 million , or 24.6% , to $14.4
million for the three months ended June 30, 20MBe primary reason for this increase was an inergathe number of employees to 491 full-
time equivalents at June 30, 2015 from 402 fulletiequivalents at June 30, 201his was directly related to the need for addiicemployee
to support our organic growth. More specificallye increased headcount was needed to supportdtengrmulti-family, commercial real
estate and commercial and industrial loan portfolio

Technology, communication and bank operations aszd by $0.5 million , or 23.1%, to $2.8 million tbe three months ended June 30, 201
from $2.3 million for the three months ended JuBeZ®14. This increase was primarily attributable to castairred for BankMobile and oth
technology related expenses driven by the orgamiwtlp of the Bank.

Professional services expense increased by $0li@milor 48.4% , to $2.8 million for the three ntles ended June 30, 2015 from $1.9 million
for the three months ended June 30, 2014 . This&se was primarily attributable to costs incufidBankMobile and other professional
service expenses driven by the organic growth @Bhnk.

Occupancy expense increased by $0.3 million , dt%5 to $2.2 million for the three months endedel80, 2015 from $1.9 million for the
three months ended June 30, 2014 . This increaselman by increased business activity in exisind new markets which required
additional team members and facilities.

FDIC assessments, taxes and regulatory fees dedrbgst2.1 million , or 67.7% , to $1.0 million fire three months ended June 30, 2015
from $3.1 million for the three months ended JuBeZ®14 . The primary reason for this decreaseamasdjustment that reduced the
Pennsylvania shares tax expense by $2.3 million.

Loan workout expense (income) decreased by $0l®mibr 102.7%, to income of $13.0 thousand fer tiree months ended June 30, 2015
from expense of $0.5 million for the three monthdexl June 30, 2014. This decrease was attributaldever workout costs due to reduced
levels of non-performing loans and recoveries @frpexpenses incurred on two resolved loans dwsawpnd quarter 2015.
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Other real estate owned expense (income) decrégskil5 million , or 165.2% , to income of $0.6 lioih for the three months ended June 30
2015 from expense of $0.9 million for the three therended June 30, 2017 his decrease was primarily attributable to rahg realized fron
the sale of properties in second quarter 2015 cozdp@a net losses in second quarter 2014, anddsesein current period appraisal valuations
on foreclosed properties.

Income Taxe

Income tax expense increased $0.9 million in theettmonths ended June 30, 2015 to $6.4 milliompared to $5.5 milliom the same peric
of 2014 . The increase in the income tax expensedrgen primarily from increased taxable incomé&af2 million in second quarter 2015.

Six months ended June 30, 2015 Compared to Six months ended June 30, 2014

GAAP net income available to common shareholdereased $6.6 million , or 36.1% , to $25.0 millfon the six months ended June 30,
2015, compared to $18.4 million for the six morghsled June 30, 2014 . The increased net incombiaedrom increased net interest income
of $26.2 million , largely reflecting the loan pimito growth of the past year, offset in part bgrieased provision for loan losses of $5.0
million , decreased non-interest income of $2.liaml, increased non-interest expense of $6.8 amilliincreased income tax expense of $5.1
million , and the accrual of preferred stock divide of $0.5 million.

Net interest income increas$26.2 million , or 39.2% , for the six months endede 30, 2015 to $92.9 million , compared to $&6ilion for
the six months ended June 30, 2014 . This incnemssdted principally from an increase in averagalbalances (loans plus loans held for sale
of $2.0 hillion offset in part by a slightly moreamow net interest margin.

The provision for loan losses increased by $5.0anito $12.3 million for the six months ended J&@e 2015 , compared to $7.3 million for
the same period in 2014 . The provision for loasés of $12.3 million includes $6.0 million forianlated case of potentially fraudulent
activity related to one loan as discussed undecdSe Quarter Events of Note," a $2.2 million ingeéor growth and change in mix of the t
for investment loan portfolio, $2.0 million for deased valuation estimates on property collaténglimpaired loans, $0.8 million for
increased loss estimates on purchased credit iethlians, and $3.7 million predominantly for inaesin amounts estimated to be paid to th
FDIC related to the assisted transactions compiet2810 for the clawback liability and reimburserh& the FDIC of collections of
previously charged-off loans, offset in part by2a4bmillion provision release primarily resultingpiin Customers' low level of historical losses
on loans originated after 2009 and updating thismased loss ratios to reflect actual industry perfance rather than qualitative estimates.

Nor-interest income decreased $2.1 million duringsittenonths ended June 30, 2015 to $12.1 millicmmgared to $14.2 million for the six
months ended June 30, 2014 . The decrease inxtheosiths ended June 30, 2015 was primarily attaibletto gains realized from sales of
investment securities of $3.2 million and highertgage loan and banking income of $1.5 million texdeto the gain on sale of residential
mortgage loans during the six months ended Jun2C804, partially offset by increased mortgage wausk transactional fees of $1.1 million
and increased gains realized from sales of muttiffaand SBA loans of $1.5 million during the sionths ended June 30, 2015.

Nor-interest expense increased $6.8 million duringstkenonths ended June 30, 2015 to $53.1 millicompared to $46.4 million during the
six months ended June 30, 2014 primarily as atre$tie $2.0 billion growth in average loan bales¢loans plus loans held for sale) during
the period, requiring increased staffing for loaigioation and administrative support of approxietat$7.5 million and increased occupancy,
technology and professional services expenses.8fmiilllion . These increases were offset partibifya $0.9 million decrease in FDIC
assessments, taxes, and regulatory fees primamyalan adjustment that reduced the Pennsylvaai@s tax expense by $2.3 million and a
decrease of $1.6 million in loan workout and resthte owned expenses as workout costs are degehsian by declining problem loans,
recoveries of past expenses, recoveries on regkasivned sales, and current valuations on realeestvned.

Income tax expense increased $5.1 million in tRergnths ended June 30, 2015 to $14.1 million ,maned to $8.9 million in the same period
of 2014 . The increase in the income tax expensednigen primarily from increased taxable incomé&bd2.3 million in the first six months of
2015.

Preferred stock dividends increased $0.5 milliothisix months ended June 30, 2015 due to theaoaf dividends on Customers' newly
issued Series C Preferred Stock on May 18, 2015.
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Non-GAAP core earnings were $28.9 million during theraonths ended June 30, 2015 , compared to $1Bidmfor the six months ended
June 30, 2014, an increase of $10.5 million, &65The adjustment required to reconcile from GAAR income available to common
shareholders to Customers' core earnings is refatde one-time specific allowance of $6.0 milli@zorded in second quarter 2015 for an
isolated case of potentially fraudulent activityame loan. A reconciliation of GAAP net income dahbie to common shareholders to core
earnings for the six months ended June 30, 20fp&&ented in the following table:

Reconciliation of GAAP Net Income to Core Earnings

(amounts in thousands) Six Months Ended June 30, 2015

Net Income Diluted EPS
GAAP net income available to common shareholders $ 25,00: $ 0.8¢
After-tax effect of the $6.0 million specific allamce 3,87( 0.1z
Core Earnings $ 28,87. $ 1.01
Weighted average shares 28,52:
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Net Interest Incom

Net interest income (the difference between thera@st earned on loans, investments and in-earning deposits with banks, and interest paid
on deposits, borrowed funds and subordinated debite primary source of Customers' earnings.

The following table summarizes the Customers' merést income and related spread and margin éopéhiods indicated.

Six Months Ended June 30,

2015 2014
Interest Average Interest Average
Average Income or Yield or Average Income or Yield or
Balance Expense Cost (%) Balance Expense Cost
(amounts in thousands)
Assets

Interest earning deposits $ 286,94! $ 364 0.25% $ 199,06¢ $ 24¢ 0.25%
Investment securities, taxable (A) 395,40: 4,61¢ 2.3t 482,29( 5,58: 2.3
Loans held for sale 1,530,93 24,42 3.2z 672,30t 11,79¢ 3.54
Loans (B) 4,383,10: 85,89 3.9t 3,195,391 63,57¢ 4.01
Other interest-earning assets 76,45 3,10¢ 8.1¢ 51,10¢ 762 3.01
Total interest earning assets 6,672,83 118,40: 3.5 4,600,17: 81,96¢ 3.55%
Non-interest earning assets 272,93 211,36¢

Total assets $ 6,945,771 $ 4,811,53

Liabilities

Interest checking $ 111,30« 31¢ 0.5¢% $ 58,35( 14€ 0.5(%
Money market 2,258,411 6,07¢ 0.5¢ 1,519,991 4,71¢ 0.6:
Other savings 35,65: 65 0.3¢ 41,81¢ 90 0.4z
Certificates of deposit 1,855,60: 9,21( 1.0C 1,286,29: 6,19( 0.97
Total interest bearing deposits 4,260,98! 15,67: 0.7¢ 2,906,45 11,14 0.717
Borrowings 1,491,59 9,84: 1.3 863,26 4,10: 0.9t
Total interest-bearing liabilities 5,752,57 25,51 0.8¢ 3,769,72 15,24¢ 0.81
Non-interest-bearing deposits 689,04 625,84
Total deposits & borrowings 6,441,62! 0.8C 4,395,57. 0.7C
Other non-interest bearing liabilities 29,08¢ 14,13«

Total liabilities 6,470,71. 4,409,70!
Shareholders’ Equity 475,06: 401,83¢
Total liabilities and shareholders’
equity $ 6,945,777 $ 4,811,53
Net interest earnings 92,88¢ 66,72:
Tax-equivalent adjustment (C) 232 18¢€
Net interest earnings $ 93,12( $ 66,90¢
Interest spread 2.7¢% 2.8%%
Net interest margin 2.81% 2.92%
Net interest margin tax equivalent (C) T 281% T 20%%

(A) For presentation in this table, average balancéshacorresponding average rates for investmentrisies are based upon historical cost,
adjusted for amortization of premiums and accretibdiscounts.

(B) Includes noraccrual loans, the effect of which is to reduceytiedd earned on loans, and deferred loan

(C) Full tax-equivalent basis, using a 35% statutory tax ragpfroximate interest income as a taxable ¢
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The following table presents the dollar amountledrges in interest income and interest expengidéamajor categories of interest-earning
assets and interest-bearing liabilities. Informai®provided for each category of interest-earm@iggets and interest-bearing liabilities with
respect to (i) changes attributable to volume,(tlanges in average balances multiplied by therqperiod average rate) and (ii) changes
attributable to rate (i.e., changes in averagematkiplied by prior-period average balances). porposes of this table, changes attributable to
both rate and volume which cannot be segregatee hesn allocated proportionately to the changetalvelume and the change due to rate.

Six Months Ended June 30,
2015 vs. 2014

Increase (Decrease) due

to Change in

Rate Volume Total
(amounts in thousands)
Interest income:
Interest earning deposits $ 4 $ 111 $ 11&
Investment securities 46 (1,019 (967)
Loans held for sale (1,169 13,781 12,62«
Loans (941) 23,25¢ 22,31¢
Other interest-earning assets 1,82( 522 2,34:
Total interest income (239 36,66 36,43
Interest expense:
Interest checking 24 14¢ 17z
Money market deposit accounts (692) 2,05¢ 1,36:
Savings (13 (12 (25)
Certificates of deposit 201 2,81¢ 3,02
Total interest bearing deposits (480) 5,00¢ 4,52¢
Borrowings 2,007 3,732 5,73¢
Total interest expense 1,52 8,741 10,26¢
Net interest income $ (1,76 $ 27,92¢ $ 26,16

Net interest income for the six months enJune 30, 2015 was $ 92.9 million , an increase 26.8 million , or 39.2% , when compared to net
interest income of $ 66.7 million for the six mosi#gnded June 30, 2014 . This net increase was nilsirtiee result of an increase of $ 858.6
million in the average balance of "Loans held fale% and an increase of $ 1.2 billion in the averbglance of "Loans." Within “Loans,”
changes in the following categories primarily wegsponsible for the net increase in loan volume:

» $701.3 million increase in the average balarfaaudti-family loans due to growth of the mufamily lending business; a
» $581.8 million increase in the average balarfammmercial loans primarily due to the growth leé tommercial and industrial loan
portfolio and commercial real estate loans.

These particular increases in loan volume weredhalt of concentrated efforts by the Bank's legdeams to execute an organic growth
strategy.

Average interest-bearing deposits for the six meetided June 30, 2015 increased by $ 1.4 billioermdompared to average interest-bearing
deposits for the six months ended June 30, 20itrdst expense on total interest-bearing depiositeased $ 4.5 million for the first six
months of 2015 compared to the first six month2Qai4. This increase resulted from increased depokitme as the average rate on interest-
bearing deposits decreased 3 basis points foirtesix months of 2015.

Borrowings also had a significant effect on ne¢fiast income due to increased volume as well &hkm8is-point increase in the average rate
primarily due to the issuance in June 2014 of $1 hdillion of subordinated debt bearing an interagt of 6.125% and $25.0 million of senior
debt with an interest rate of 4.625%. In addititvere was an increase in average FHLB borrowing5656.0 million accompanied by a 13
basis-point increase in the related average rate.
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Customers’ net interest margin (tax equivalentyelased 12 basis point to 2.81% for the six montbsths ended June 30, 2015 when
compared to the net interest margin (tax equivalein?.93% for the same period in 2014 . The dessragas primarily the result of the $110.0
million and $25.0 million debt issuances in Junéf2MHigher volumes on the lower-yielding mortgagaehouse held-for-sale portfolio also
contributed to the decrease. A special dividenthftbe FHLB in first quarter 2015 of $1.3 millionrgally offset the decrease.

Provision for Loan Losse

The Bank has established an allowance for loaretogwough a provision for loan losses chargedaspense on the consolidated statement:
of income. The loan portfolio is reviewed quartadyevaluate the outstanding loans and to measitetbe performance of the portfolio and
the adequacy of the allowance for loan lossesuA& B0, 2015 , approximately $31.7 million, or 0.68the loan portfolio including loans he
for sale, was covered under loss sharing agreemathtshe FDIC. Decreases in the estimated cashsflon the loans covered by the loss shar
agreements greater than the original estimatede\ale recorded as an increase to the provisiolodorlosses, and a corresponding receivable
due from the FDIC is recorded as a reduction tgtio@ision for loan losses for the portion anti¢gghto be recovered under the loss sharing
agreements. Conversely, if the estimated cash ftowthe covered loans increase, all or a portiath@freviously recorded provision for loan
losses will be reversed, and the correspondingwaiske due from the FDIC will be written down asiaorease to the provision for loan losses
The FDIC loss sharing receivable balance will mhioed through a charge to the provision for loasés, with no offsetting reduction to the
allowance for loan losses, as the period to sulws#es under the FDIC loss sharing agreements agpee expiration and the estimated losse:
on the covered loans have not yet emerged or leedized in a final disposition event. The periodtdmit losses under the FDIC loss sharing
agreements for non-single family loans expiresirdtquarter 2015. The period to submit losses uttfteeFDIC loss sharing agreements for
single family loans expires in third quarter 20Tfe final maturity of the FDIC loss sharing agreatseoccurs in third quarter 2020.

As part of the FDIC loss sharing agreements, thekBdso assumed a clawback liability to be paidinid5 days subsequent to the maturity ol
termination of the loss sharing agreements thediigingent upon actual losses incurred over tleedifthe agreements relative to expected
losses and the consideration paid upon acquigitidhe failed institutions. Due to continued caslyipents on the covered loans in excess of
expectations, the Bank now anticipates that it éllrequired to pay the FDIC at the end of its kigsing agreements. Accordingly, a clawt
liability of $2.4 million was recorded as of Jur@ 2015, with a corresponding increase to the giomifor loan losses. To the extent actual
losses on the covered loans are less than estinuestssk, the clawback liability will increase. Te textent actual losses on the covered loans
are more than the estimated losses, the clawbalgiity will decrease.

The provision for loan losses increased by $5.0anito $12.3 million for the six months ended J@&@ 2015 , compared to a provision of
$7.3 million for the same period in 2014 . The ps@n for loan losses of $12.3 million includes@illion for an isolated case of potentially
fraudulent activity related to one loan as discdsseder "Second Quarter Events of Note," a $2.Banilncrease for growth and change in 1

of the held for investment loan portfolio, $2.0 linih for decreased valuation estimates on propestiateralizing impaired loans, $0.8 million
for increased loss estimates on purchased crepéined loans, and $3.7 million predominantly farreases in amounts estimated to be paid t
the FDIC related to the assisted transactions ceteglin 2010 for the clawback liability and reimbement to the FDIC of collections of
previously charged-off loans, offset in part by2a4dmillion provision release primarily resultingin the Bank's low level of historical losses
on loans originated after 2009 and updating thismased loss ratios to reflect actual industry perfance rather than qualitative estimates.

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

The table below presents the components of nomeistténcome for the six months ended June 30, 20852014 .

Six Months Ended June 30, 2015

2015 2014

(amounts in thousands)

Mortgage warehouse transactional fees $ 507z $ 3,97¢
Bank-owned life insurance 2,23( 1,67(
Gain on sale of loans 2,05¢ 571
Mortgage loans and banking income 43¢ 1,96:
Deposit fees 42¢ 42¢
Gain (loss) on sale of investment securities (69 3,191
Other 1,971 2,42¢
Total non-interest income $ 12,12¢ % 14,22(

Nor-interest income decreased $2.1 million duringsittenonths ended June 30, 2015 to $12.1 millicomgared to $14.2 million for the six
months ended June 30, 2014 . The decrease wagtyiattributable to gains realized from the salénwestment securities in the first six
months of 2014 of $3.2 million , higher mortgagariand banking income of $1.5 million related te ¢fain on sale of mortgage loans during
the first six months of 2014 and decreased otreamre of $0.5 million primarily due to managementiadry fees recognized in the first six
months of 2014. These decreases were partiallgtdfifsincreased mortgage warehouse transactioegldie$1.1 million driven by higher
volumes of warehouse transactions, increased geatized from sales of multi-family and SBA loarfsta.5 million, and increased income
from bank-owned life insurance of $0.6 million rigg from additional investments during the fisst months of 2015.

Nor-Interest Expense

The table below presents the components of nomeisttexpense for the six months ended June 30, 2012014 .

Six Months Ended June 30, 2015

2015 2014

(amounts in thousands)

Salaries and employee benefits $ 28,400 $ 20,94:
Technology, communication and bank operations 5,36¢ 4,47(
Professional services 4,70¢ 4,16:
Occupancy 4,30( 3,94:
FDIC assessments, taxes, and regulatory fees 4,27: 5,20¢
Advertising and promotion 77€ 84:
Loan workout expense 25€ 91¢
Other real estate owned expense 304 1,24:
Other 4,74; 4,64z
Total non-interest expense $ 53,12t $ 46,37

Non-interest expense was $53.1 million for the six therended June 30, 2015 , an increase of $6.&millom non-interest expense of $46.4
million for the six months ended June 30, 2014 .

Salaries and employee benefits, which represeratbest component of non-interest expense, ineck$g.5 million , or 35.6% , to $28.4
million for the six months ended June 30, 2015e Phimary reason for this increase was an incrigafee number of employees to 491 full-
time equivalents at June 30, 2015 from 402 fulletiequivalents at June 30, 201Bhis was directly related to the need for addiicemployee
to support our organic growth. More specificallye increased headcount was needed to supportdaténgrmulti-family, commercial real
estate and commercial and industrial loan portfolio

FDIC assessments, taxes, and regulatory fees decréyg $0.9 million , or 18.0% , to $4.3 milliorr fhe six months ended June 30, 2015 fror
$5.2 million for the six months ended June 30, 20THe primary reason for this decrease was daa to
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adjustment that reduced the Pennsylvania sharetmgense by $2.3 million recorded in second qu&@és offset in part by increased deposit
premiums and other regulatory and filing fees.

Occupancy expense increased by $0.4 million , B¥9.to $4.3 million for the six months ended J86e2015 from $3.9 million for the six
months ended June 30, 2014 . This increase wasndby increased business activity in existing asa markets which required additional
team members and facilities.

Professional services expense increased by $0li&milor 13.0% , to $4.7 million for the six mostended June 30, 2015 from $4.2 millfon
the six months ended June 30, 2014 . This incneasgprimarily attributable to costs incurred fomB®obile and other professional service
expenses driven by the organic growth of the Bank.

Technology, communication and bank operations amzd by $0.9 million , or 20.1% , to $5.4 milliar the six months ended June 30, 2015
from $4.5 million for the six months ended June3W14 . This increase was primarily attributabledsts incurred for BankMobile and other
technology related expenses driven by the organoiwtlp of the Bank.

Loan workout expense decreased by $0.7 milliofr,20£%, to $0.3 million for the six months endede)@0, 2015 from $0.9 million for the six
months ended June 30, 2014. The decrease wasitthib to lower workout costs driven by reducectlewf non-performing loans and
recoveries of prior expenses incurred on two resbleans during the six months ended June 30, 2015.

Other real estate owned expense decreased by #idhmor 75.5% , to $0.3 million for the six mtivs ended June 30, 2015 from $1.2 millior
for the six months ended June 30, 2014. The dezmgas primarily attributable to lower net lossesrirthe sale of properties in the first six
months of 2015 compared to the first six month2Q#4 and increased property valuations resultiogpfprevious valuation estimates.

Income Taxe

Income tax expense increased $5.1 million in tRer@nths ended June 30, 2015 to $14.1 million ,gamed to $8.9 million in the same period
of 2014 . The increase in the income tax expensedrgen primarily from increased taxable incomé&d2.3 million in the first six months of
2015.

Financial Condition
General

Total assets were $7.6 billion at June 30, 201is fepresented a $0.8 billion , or 11.6% , incedfasm total assets of $6.8 billion at
December 31, 2014 . The major change in our firpasition occurred as the result of organic ghointour loan portfolio, which increased
by $0.8 billion , or 14.0% , to $6.6 billion at &80, 2015 . The main driver was the growth of gege warehouse loans of $0.6 billion (up to
$1.9 billion at June 30, 2015 compared to $1.3dsilat December 31, 2014) as a result of highezlteof refinance activity and seasonal
increases in home buying activity. Commercial lohaekl for investment increased $0.2 billion , &9%., to $4.1 billion at June 30, 2015
compared to $3.9 billion at December 31, 2014 @esalt of organic growth.

Total liabilities were $7.1 billion at June 30, Z01This represented a $0.7 billion , or 11.2%creéase from $6.4 billion at December 31, 2014
The increase in total liabilities resulted fromrneased deposits at June 30, 2015 compared to Dec&hp2014 . Total deposits increased by
$0.9 billion , or 20.8% , to $5.5 billion at Jun@, 2015 from $4.5 billion at December 31, 2014 p&sts are obtained primarily from within
the Bank’s geographic service area and throughedaté and broker networks. Broker networks prolodecost funding alternatives to retail
deposits and increase the diversity of the Bandisees of funds. The increase in bank depositsavgsly due to growth in municipal money
market and certificates of deposit.
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The following table sets forth certain key condehisalance sheet data:

June 30, December 31,
2015 2014

(amounts in thousands)

Cash and cash equivalents $ 391,58¢ $ 371,02
Investment securities, available for sale 373,95! 416,68!
Loans held for sale (includes $1,949,572 and $168685 respectively, at fair value) 2,030,34 1,435,45!
Loans receivable 4,524,82! 4,312,17.
Allowance for loan losses 37,49 30,93
Total assets 7,617,64. 6,825,37!
Total deposits 5,477,15 4,532,53i
FHLB advances 1,388,00! 1,618,001
Other borrowings 88,25( 88,25(
Subordinated debt 110,00( 110,00(
Total liabilities 7,094,14. 6,382,22!
Total shareholders’ equity 523,50: 443,14!
Total liabilities and shareholders’ equity 7,617,64. 6,825,37!

Cash and Cash Equivalents

Cash and cash equivalents include cash and duebfaoits and interegtarning deposits. Cash and due from banks comsatdy of vault cas
and cash items in the process of collection. Thesznces totaled $44.1 million at June 30, 2015is Tepresents a $18.7 milliakecrease fror
$62.7 million at December 31, 2014 . These balamaesfrom day to day, primarily due to variatianscustomers’ deposits with the Bank.
Interest-earning deposits consist of cash depoaitether banks, primarily the Federal Reserve Bdrikhiladelphia. Interest-earning deposits
were $347.5 million and $308.3 million at June 2015 and December 31, 2014 , respectively.

Investment Securitie

The investment securities portfolio is an importsmirce of interest income and liquidity. At Jufe 3015 , investments consisted of mortgag
backed securities (principally guaranteed by amegef the United States government), corporatesiahd marketable equity securities. In
addition to generating revenue, the investmenfqartis maintained to manage interest-rate riskyjde liquidity and collateral for
borrowings, and diversify the credit risk of intstr@arning assets. The portfolio is structured &ximize net interest income, given changes in
the economic environment, liquidity position, aralamce sheet mix.

At June 30, 2015 , investment securities were &Bifdllion compared to $416.7 million at December 3014. The decrease was primarily |
result of maturities and principal repayments ontgage-backed securities during the six months @ddee 30, 2015.

Loans

Existing lending relationships are primarily wittmall businesses and individual consumers primamiBucks, Berks, Chester, Montgomery,
Delaware, and Philadelphia Counties, Pennsylvaaanden and Mercer Counties, New Jersey; and West&t@ounty and New York City,
New York; and the New England area. The loans tadgage banking companies portfolio is na-wide. The loan portfolio is primarily
comprised of loans to support mortgage banking @onigs’ funding needs, multi-family, commercial andustrial, commercial real estate
(owner and non-owner occupied) and constructiondod@he Bank continues to focus on small busiress to grow its commercial lending
efforts, establish a specialty lending businesd,expand its consumer lending products, as outlretdw:
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Commercial Lending

The Bank’s commercial lending is divided into fgwoups: Business Banking, Small Business Bankingtifamily, and Commercial real
estate. This grouping is designed to allow for treeesource deployment, higher standards of riskagement, strong asset quality, lower
interest rate risk and higher productivity levels.

The commercial lending group focuses on companitssamnual revenues ranging from $1.0 million t® £bmillion, which typically have
credit requirements between $0.5 million and $10ildon.

The small business banking platform originates $oamcluding Small Business Administration loamsptigh the branch network sales force
and a team of dedicated Small Business relationshipagers. The support administration of this ptatfis centralized including risk
management, product management, marketing, perfaren@acking and overall strategy. Credit and siagring has been established for the
Bank’s sales force, ensuring that it has smallri®ss experts in place providing appropriate fir@rgnlutions to the small business owners in
its communities. A division approach focuses orustdes that offer high asset quality and are diépics to drive profitability.

In 2009, the Bank launched its lending to mortgageking businesses products, which primarily pregitinancing to mortgage bankers for
residential mortgage originations from loan closimgil sale in the secondary market. Many providdrsquidity in this segment exited the
business in 2009 during a period of excessive mawkmoil. The Bank saw an opportunity to proviggildity to this business segment at
attractive spreads. There was also the opporttmitytract escrow deposits and to generate feeriadn this business.

The goal of the mortgage banking businesses lergtimgp is to provide liquidity to mortgage compani€hese loans are primarily used by
mortgage companies to fund their pipelines fronsiclg of individual mortgage loans until their sad® the secondary market. The residential
loans are taken as collateral for the Bank’s lo&ssof June 30, 2015 , loans in the warehouse tengortfolio totaled $1.9 billion and are
designated as held for sale.

The goal of the Bank’s multi-family lending groupto build a portfolio of high-quality multi-familipans within the Bank’s covered markets,
while cross selling other products and servicess Product primarily targets refinancing existimguhs with other banks using conservative
underwriting and provides purchase money for neguisitions by borrowers. The primary collateral foese loans is a first lien mortgage on
the multi-family property, plus an assignment éfiehses related to such property. As of June G052 the Bank had multi-family loans of
$2.3 billion outstanding, making up approximately46 of the Bank’s total loan portfolio, compareds®.3 billion , or approximately 40.2%
of the total loan portfolio at December 31, 2014 .

As of June 30, 2015, the Bank had $6.1 billionommercial loans outstanding, composing approxity&@.8% of its total loan portfolio,
which includes loans held for sale, compared t8 $8llion , composing approximately 92.5% at Decem®l, 2014 .

Consumer Lending

The Bank provides home equity and residential nagggoans to customers. Underwriting standardhdare equity lending are conservative
and lending is offered to solidify customer relaghips and grow relationship revenues in the lengnt This lending is important in the Bank’s
efforts to grow total relationship revenues fordtmsumer households. As of June 30, 2015 , th& Bad $405.2 million in consumer loans
outstanding, or 6.2% , of the Bank’s total loantfmdio, which includes loans held for sale. The Batans to expand its product offerings in
real estate secured consumer lending.

The Bank has launched a community outreach progrdhiladelphia to finance homeownership in urbammunities. As part of this
program, the Bank is offering an “Affordable MortgaProduct”. This community outreach program isgbeting the underserved population,
especially in lonand moderate income neighborhoods. As part ofctimsmitment, a loan production office was openeBrogress Plaza, 15
North Broad Street, Philadelphia, PA. The prograoiudes homebuyer seminars that prepare potemtaehuyers for homeownership
teaching money management and budgeting skillgjdimgy the financial responsibilities that comewliaving a mortgage and owning a ho
The “Affordable Mortgage Product” is offered thrdumgit the Bank’s assessment areas.
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The composition of loans held for sale as of JUne2B15 and December 31, 2014 was as follows:

June 30, December 31,
2015 2014
(amounts in thousands)
Commercial loans:
Mortgage warehouse loans at fair value $ 1,944,80. $ 1,332,01
Multi-family loans at lower of cost or fair value 80,77¢ 99,79
Total commercial loans held for sale 2,025,57 1,431,81
Consumer loans:
Residential mortgage loans at fair value 4,76¢ 3,64¢
Loans held for sale $ 2,030,34i $ 1,435,45
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Loans receivable, net, increased by $206.1 miliam$4.5 billion at June 30, 2015 from $4.3 billi@nDecember 31, 2014 . The composition of
loans receivable as of June 30, 2015 and Decenih@034 was as follows:

June 30, December 31,
2015 2014
(amounts in thousands)
Commercial:
Multi-family $ 2,236,75 $ 2,206,40:
Commercial and industrial (including owner occub@®mmercial real estate) 913,89¢ 777,22(
Commercial real estate non-owner occupied 886,98: 827,94(
Construction 68,07 44,64
Total commercial loans 4,105,711 3,856,20!
Consumer:
Residential real estate 265,46 285,00:
Manufactured housing 119,78t 126,73:
Other 1,241 1,541
Total consumer loans 386,49¢ 413,27
Total loans receivable cotered under FDIC loss sharing agreements 4,492,201 4,269,48!
Commercial:
Multi-family 1,73(C 2,002
Commercial and industrial (including owner occub@®mmercial real estate) 6,58¢ 8,44¢
Commercial real estate non-owner occupied 8,79¢ 11,37(
Construction 66¢ 5,07¢
Total commercial loans 17,78 26,89’
Consumer:
Residential real estate 11,18¢ 12,39:
Other 2,721 2,892
Total consumer loans 13,901 15,28¢
Total loans receivable aeeeunder FDIC loss sharing agreements (1) 31,68¢ 42,18
Total loans receivable 4,523,89! 4,311,66.
Deferred (fees) costs and unamortized premiumsidists), net 93C 51z
Allowance for loan losses (37,49) (30,937
Loans receivable, net $ 4,487,33 % 4,281,24.

(1) Loans that were acquired in two FDIC assistadsactions and are covered under loss sharinggements with the FDIC are referred to
as “covered loans” throughout this Management'sgsion and Analysis.

Credit Risk

Customers manages credit risk by maintaining diffeasion in its loan portfolio, establishing andfercing prudent underwriting standards,
diligent collection efforts and continuous and pdit loan classification reviews. Management atsasaers the effect of credit risk on
financial performance by maintaining an adequdtenance for loan losses. Credit losses are chandweoh they are identified, and provisions
are added, to the allowance for loan losses whdraamppropriate. The adequacy of the allowanckéor losses to absorb incurred losses
estimated to exist as of the last day of the répperiod is evaluated at least quarterly.

The provision for loan losses was $9.3 million &2d million for the three months ended June 3Q528hd 2014 , respectively. The provision
for loan losses was $12.3 million and $7.3 millfonthe six months ended June 30, 2015 and 20ddpectively. The allowance for loan los
maintained for loans receivable (excludes loand f@lsale) was $37.5 million , or 0.83% of non-ered loans receivable, at June 30, 2015,
$30.9 million , or 0.72% of non-covered loans reable, at December 31, 2014 , and $28.2 millior).84% of non-covered loans receivable,
at June 30, 2014 . The coverage ratio
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increased from December 31, 2014 primarily duertwigions for estimated loan losses recorded fecetiecreased valuation estimates on
properties collateralizing certain impaired loassaell as the previously described estimated lesalting from the potential fraud, the change
in the mix of the held for investment portfolio aimdreased loss estimates on purchase credit iegplans. Net charge-offs were $2.0 million
for the six months ended June 30, 2015, an inere$0.6 million compared to the same period ibi220The Bank had approximately $31.7
million in loans that were covered under loss slarangements with the FDIC as of June 30, 2015eoed to $42.2 million as of

December 31, 2014 and $54.5 million as of JuneB804. The Bank considers the covered loans in astigithe allowance for loan losses anc
considers recovery of estimated credit losses ttenFDIC in the FDIC indemnification asset.

The chart below depicts changes in the Bank’s alue for loan losses for the periods indicated. aheunts presented for the provision for
loan losses below do not include the effect of gesrto estimated benefits resulting from the FI€S Ishare arrangements for the covered
loans.

Analysis of the Allowance for Loan Losses

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014

(amounts in thousands)
Balance at the beginning of the period $ 33,56¢ $ 26,70¢ $ 30,93 $ 23,99¢
Loan charge-offs

Commercial and industrial 1,21z 44% 1,23¢ 44F

Commercial real estate owner occupied 27C 20C 34: 254

Commercial real estate non-owner occupied — 712 24k 90¢€

Construction 29t — 1,06¢ —

Residential real estate 26 15 26 30z

Other consumer — 33 36 33
Total Charge-offs 1,80¢ 1,40t 2,94¢ 1,941
Loan recoveries

Commercial and industrial 58 13t 10z 22t

Commercial real estate owner occupied 1 — 1 6

Commercial real estate non-owner occupied — 1 — 20

Construction 172 3 187 3

Residential real estate 572 18 572 24z

Other consumer 2 — 85 2
Total Recoveries 80¢% 157 94¢ 49¢
Total net charge-offs 99¢ 1,24¢ 2,00(¢ 1,44:
Provision for loan losses 4,92 2,73( 8,55¢ 5,631
Balance at the end of the period $ 37,491 $ 28,18t $ 37,491 % 28,18¢

The allowance for loan losses is based on a permdiluation of the loan portfolio and is maintairad a level that management considers
adequate to absorb potential losses. All commelaéals are assigned credit risk ratings, based apassessment of the borrower, the
structure of the transaction and the availableatetal and/or guarantees. All loans are monitoegdlarly by the responsible officer, and the
risk ratings are adjusted when considered apprepfTde risk assessment allows management to fdemtiblem loans in a timely

manner. Management considers a variety of facémd,recognizes the inherent risk of loss that asweagists in the lending

process. Management uses a disciplined methodadogstimate the appropriate level of allowancddan losses. During the three months
ended June 30, 2015, the Bank refined its methggdlar estimating the general allowance for loassks. Previously, the general allowance
for the portion of the loan portfolio originatedexf2009 was based generally on qualitative faataesto insufficient historical loss data on the
portfolio. During the three months ended June 8Q52the Bank began using objectively verifiablgustry and peer loss data to estimate
probable incurred losses as of the balance sheetaldoans originated after 2009 until sufficiémtiernal loss history is available. The same
methodology was also adopted for the portion ofdla@ portfolio originated prior to 2009 that hamlloss history over the past two years. See
“Asset Quality” for further discussion of the allance for loan losses.
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The Bank's methodology includes an evaluation s lpotential from individual problem credits (pdtalty impaired loans), as well as a
general reserve for the portfolio considering apéted specific and general economic factors that positively or adversely affect
collectability. This assessment includes a reviéahanges in the composition and volume of the jpamfolio, overall portfolio quality and
past loss experience, review of specific probleam) current economic conditions that may affectdyeers’ ability to repay, and other factors
that may warrant consideration in estimating treeree. In addition, the Bank's internal auditavanl review, and various regulatory agencies
periodically review the adequacy of the allowanseaa integral part of their work responsibilitiese@amination process. The Bank may be
asked to recognize additions or reductions to legvance for loan losses based on their judgmehitsformation available at the time of their
examination.

Nearly 80% of the Bar's multi-family, commercial real estate, commeraiab residential construction, consumer resideatidlcommercial
and industrial loan types have real estate asteddlb(collectively, “the real estate portfoliohe Bank’s lien position on the real estate
collateral will vary on a loan-by-loan basis andlwihange as a result of changes in the valueetuilateral. Current appraisals providing
current value estimates of the property are receiveen the Bank’s credit group determines thafales and circumstances have significantly
changed since the date of the last appraisal,dirdduthat real estate values may have deteriordteel credit committee and loan officers
review loans that are fifteen or more days delimjaad all noraccrual loans on a periodic basis. In additionpsoahere the loan officers he
identified a “borrower of interest” are discussedletermine if additional analysis is necessamyply the risk rating criteria properly. The risk
ratings for the real estate loan portfolio are dateed based upon the current information availableduding but not limited to discussions
with the borrower, updated financial informationpaomic conditions within the geographic area atheéofactors that may affect the ability
and willingness of the borrower to service the loaaccordance with its contractual terms. On atgug basis, if necessary, the collateral
values or discounted cash flow models are usedtermiine the estimated fair value of the underlyiatiateral for the estimation of a specific
reserve for impaired loans. Appraisals used withig evaluation process do not typically age mbemtone year before a new appraisal is
obtained. For loans where real estate is not timagpy source of collateral, updated financial imi@tion is obtained, including accounts
receivable and inventory aging reports and relesapplemental financial data to determine thevfalue of the underlying collateral.

These evaluations, are inherently subjective agrbguire material estimates, including, among oéstimates, the amounts and timing of
expected future cash flows on impaired loans, egéhlosses in the loan portfolio, and general artsofor historical loss experience,
economic conditions, uncertainties in estimatirggés and inherent risks in the various credit pliot, all of which may be susceptible to
significant change. Pursuant to ASC 45@ntingenciesind ASC 310-40roubled Debt Restructurings by Creditoirepaired loans, consisting
of non-accrual and restructured loans, are corsitlierthe methodology for determining the allowafardoan losses. Impaired loans are
generally evaluated based on the expected futwte ftavs or the fair value of the underlying caliat! (less estimated costs to sell) if principal
repayment is expected to come from the sale oratiperof such collateral.

Asset Quality

Customers divides its loan portfolio into two caiggs to analyze and understand loan activity arfbpmance: loans that were originated anc
loans that were acquired. Customers further divid&gnated loans into two categories: those odtgd prior to the current underwriting
standards in 2009 (“Legacy”) and those originatguject to those standards post 2009 (“Total Origidd oans”),and purchased loans into t
categories: those purchased credit impaired, avgkthot acquired credit impaired. Management bediglat this additional information
provides for a better understanding of the risthim portfolio and the various types of reserves déiha available to absorb loan losses that may
arise in future periods. Credit losses from origgddoans are absorbed by the allowance for lossew Credit losses from acquired loans are
absorbed by the allowance for loan losses andreasshives, as described below. The schedule beldudies both loans held for sale and loan:s
held for investment.
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Loan Type
(amounts in thousands)
Legacy Loans
Legacy
TDRs
Total Legacy Loans

Multi-Family

Commercial & Industrial

Asset Quality at June 30, 2015

Commercial Real Estate Owner Occupied 215,04.

Commercial Real Estate Non-Owner

Occupied
Residential
Construction
Other consumer
TDRs

Total Originated Loans

Acquired Loans
Covered
Non-covered
TDRs Covered
TDRs Non-Covered
Total Acquired Loans
Acquired PCI Loans
Covered

Non-Covered

Total Acquired PCI Loans

Deferred (fees) costs and unamortized
premiums/(discounts), net

Total Loans Receivable
Total Loans Held for Sale
Total Portfolio

Greater NPL NPA
than 90 to to
Days Non- Loan Loans +
30-90 and accrual/ OREO NPA Type OREO
Total Loans Current Days Accruing NPL (a) (b) (a)+(b) (%) (%)
$ 4658( $ 44247 $ 17¢ % — % 2,15¢ $ 3,327 $ 5,48t 4.6%% 10.9%
2,052 1,171 — — 881 = 881 42.9% 42.9%
48,63: 45,41« 17¢ — 3,03¢ 3,325 6,36¢ 6.25% 12.25%
2,232,27. 2,232,27. — — — — — —% —%
577,65¢ 577,33( — — 32¢ 151 48( 0.06% 0.08%
214,19¢ — — 844 467 1,311 0.3% 0.61%
840,92: 840,65: — — 271 — 271 0.0%% 0.02%
105,33 105,32: — — 9 — 9 0.01% 0.01%
68,07 68,07 — — — — — —% —%
347 347 — — — — — —% —%
54¢ 54¢ — = = = = —% —%
4,040,19: 4,038,73i — — 1,45¢ 61¢ 2,071 0.0%% 0.05%
25,32¢ 22,40 214 — 2,71(C 8,87 11,58° 10.7% 33.8"%
354,42¢ 347,87¢ 3,121 2,61( 817 497 1,31« 0.252% 0.37%
52€ 52€ — — — — — —% —%
6,92¢ 4,28: 79 27 2,537 — 2,53 36.63% 36.62%
387,20 375,09: 3,41¢ 2,637 6,06¢ 9,37¢ 15,43¢ 1.5% 3.8%
5,83¢ 3,591 — 2,24: — — — —% —%
42,03: 35,85: 294 5,88t = = = —% —%
47,86¢ 39,44: 294 8,12¢ — — — —% —%
93C 93C — — — — —
4,524,82! 4,499,61 3,881 10,76¢ 10,55¢ 13,31¢ 23,87¢ 0.2% 0.52%
2,030,34: 2,030,34: — — — — —
$6,55517. $6,529,960 $ 3,887 $ 10,76¢ $ 10,55¢ $13,31¢ $ 23,87t 0.16% 0.36%
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Asset Quality at June 30, 2015 (continued)

Total Reserves Reserves
Cash Credit to Loans to NPLs
Loan Type Total Loans NPL ALL Reserve Reserves (%) (%)
(amounts in thousands)
New Century Orig. Loans
Legacy $ 46,58 $ 2,15¢ $ 167¢ $ — 3 1,67¢ 3.6(% 77.66%
TDRs 2,052 881 5 — 5 0.2%% 0.57%
Total Legacy Loans 48,63: 3,03¢ 1,681 — 1,681 3.4% 55.3%
Multi-Family 2,232,27. — 8,73¢ — 8,73¢ 0.3% —%
Commercial & Industrial 577,65¢ 32¢ 12,48( — 12,48( 2.1¢% 3,793.3%
Commercial Real Estate Owner Occupied 215,04: 844 99¢ — 99¢ 0.4€% 118.0%
Commercial Real Estate Non-Owner
Occupied 840,92: 271 838k — 838k 0.4(% 1,230.6%
Residential 105,33: 9 1,722 — 1,722 1.62% 19,133.3%
Construction 68,07¢ — 844 — 844 1.24% —%
Other consumer 347 — 11 — 11 3.1"% —%
TDRs 54: = 5 = 5 0.92% —%
Total Originated Loans 4,040,19 1,45: 28,12] — 28,12] 0.7(% 1,935.7%
Acquired Loans
Covered 25,32¢ 2,71( 50¢€ — 50¢€ 2.0(% 18.61%
Non-covered 354,42¢ 817 29C 1,55¢ 1,84¢ 0.52% 225.9%
TDRs Covered 52¢€ — — — — —% —%
TDRs Non-Covered 6,92¢ 2,531 — — — —% —%
Total Acquired Loans 387,20° 6,06¢ 79¢€ 1,55¢ 2,352 0.61% 38.7%
Acquired PCI Loans
Covered 5,83¢ — 1,114 — 1,114 19.0% —%
Non-Covered 42,03: — 5,77¢ — 5,77¢ 13.7%% —%
Total Acquired PCI Loans 47,86¢ — 6,881 — 6,881 14.3%% —%
Deferred (fees) costs and unamortized
premiums/(discounts), net 93(
Total Loans Held for I nvestment 4,524,82! 10,55¢ 37,49: 1,55¢ 39,04° 0.8¢% 369.9(%
Total Loans Held for Sale 2,030,34: — — — —
Total Portfolio $ 6,555,17. $ 10,55¢ $ 37,49. $ 1,55¢ $ 39,04° 0.6(% 369.9%

The Bank manages its credit risk through the difieagion of the loan portfolio and the applicatiohpolicies and procedures designed to
foster sound credit standards and monitoring prastiWhile various degrees of credit risk are aaseat with substantially all investing
activities, the lending function carries the greaitiegree of potential loss. At June 30, 2015 aeceihber 31, 2014 , non-performing loans to
total loans were 0.16% and 0.20%, respectivelyallr@serves to non-performing loans were 369.9%28%d6%, respectively, dune 30, 201
and December 31, 2014 .

Originated Loans

Originated loans (excluding held-for-sale loansaled $4.1 billion , or 62.4% , of total loans ahé 30, 2015 , compared to $3.8 billion, or
67.7%, at December 31, 2014 . Of the total origiddbans at June 30, 2015, $4.0 billion , or 98,88ére originated post 2009. The new
management team adopted new underwriting stantlatisnanagement believes better limits risks of tban the pre-2009, or legacy
underwriting standards. Only $1.5 million , or 004 of the post 2009 loans were non-performinguae30, 2015 . Of the total originated
loans at December 31, 2014 , $3.8 billion, or 98.684re originated post 2009. Only $2.9 million,00B8%, of the post 2009 loans were non-
performing at December 31, 2014 . The post 200§irated loans were supported by an allowance fon losses of $28.1 million ( 0.70% of
post 2009 originated loans) and $21.1 million (@&5&f post 2009 originated loans), respectiveluate 30, 2015 and December 31, 2014 .

Legacy loans declined $6.5 million to $48.6 millianJune 30, 2015 , compared to $55.1 million atdbeber 31, 2014 . Non-performing
Legacy loans increased slightly from $2.7 millidrDecember 31, 2014 to $3.0 million at June 305284 Customers continued to workout the
losses in this portfolio. The Legacy originatedrsavere supported by an allowance for
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loan losses of $1.7 million ( 3.46% of Legacy lgsausd $1.6 million (2.86% of Legacy loans), respety, at June 30, 2015 and December 31
2014 .

Acquired Loans

At June 30, 2015 , the Bank reported $435.1 milbbacquired loans, which was 6.6% of total loarsnpared to $422.3 million, or 7.4%, of
total loans at December 31, 2014 . Non-performemuaed loans totaled $6.1 million at June 30, 2848 December 31, 2014 . When loans
are acquired, they are recorded on the balancé ahtér value. Acquired loans include purchasedfplios, FDIC failed-bank acquisitions,
and unassisted acquisitions. Of the manufacturedihg loans purchased from Tammac prior to 2018,8illion were supported by a $1.6
million cash reserve at June 30, 2015 , compar&d @6 million supported by a cash reserve of $3lon at December 31, 2014 . The cash
reserve was created as part of the purchase tteorséx absorb losses and is maintained in a derdapdsit account at the Bank. All current
losses and delinquent interest are absorbed byabésve. For the manufactured housing loans psechim 2012, Tammac has an obligation tc
pay the Bank the full payoff amount of the defadiliean, including any principal, unpaid interestadvances on the loans, once the borrower
vacates the property. At June 30, 2015 , $44.7anibbf these loans were outstanding, compared ToS$4illion at December 31, 2014 .

Many of the acquired loans were purchased at adigc The price paid considered management’s judgaeto the credit and interest rate
risk inherent in the portfolio at the time of puasle. Every quarter, management reassesses tlamdsidjusts the cash flow forecast to
incorporate changes in the credit outlook. Gengralldecrease in forecasted cash flows for a pesthbban will result in a provision for loan
losses, and absent charge-offs, an increase mllthveance for loan losses. Acquired loans havegaifitantly higher percentage of non-
performing loans than loans originated after Sep&m2009. Management acquired these loans witexpectation that non-performing loan
levels would be elevated, and therefore incorpdrttiat expectation into the price paid. There 8pacial Assets Group that focuses on
workouts for these acquired non-performing as3ettal acquired loans were supported by reservésaahce for loan losses and cash
reserves) of $9.2 million ( 2.12% of total acquitedns) and $11.3 million (2.67% of total acquitedns), respectively, at June 30, 2015 and
December 31, 2014 .

Held-for-Sale Loans

At June 30, 2015, loans held for sale were $2lidivi, or 31.0% , of the total loan portfolio, cpared to $1.4 billion, or 25.0% of the total
loan portfolio at December 31, 2014 . The loansiiet-sale portfolio at June 30, 2015 included $ilBon of loans to mortgage banking
businesses, $80.8 million of multi-family loans &8 million of residential mortgage loans, conguhto $1.3 billion of loans to mortgage
banking businesses, $3.6 million of residential tgeges loans and $99.8 million of multi-family least December 31, 2014 . Held-for-sale
loans are carried on the balance sheet at eitherdiae (due to the election of the fair valueiop} or the lower of cost of fair value. An
allowance for loan losses is not recorded on ldhatare held for sale.

Deposits

The Bank offers a variety of deposit accounts,udtig checking, savings, money market deposit atsotiMMDA”) and time

deposits. Deposits are generally obtained primérilgn our geographic service area. Customers a@lguiges deposits nationwide through
deposit brokers, listing services and other refestips. Total deposits grew to $5.5 billion at J86e2015 , an increase of $0.9 billion , or
20.8% , from $4.5 billion at December 31, 2014 naed deposits were $708.3 million at June 30, 2@Bnpared to $617.6 million at
December 31, 2014 , an increase of $90.7 million14.7% . These amounts consist primarily of mierest bearing demand deposits.
Savings, including MMDA, totaled $2.5 billion atril130, 2015 , an increase of $304.1 million or 3,&rimarily attributed to an increase in
money market accounts, including accounts held byicipalities. Time deposits were $2.3 billion ahé 30, 2015 , an increase of $549.8
million , or 32.1%. At June 30, 2015, the Bank had $1.1 billion atestand municipal deposits which are subject &daction in the amount |
available borrowing capacity through the FHLB basedollateral agreements with the depositorseStatt municipal deposits under this
program increased $484.5 million, or 83.7% from &aber 31, 2014.
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The components of deposits were as follows at #tesdndicated:

June 30, December 31,
2015 2014

(amounts in thousands)

Demand $ 708,32: $ 617,63t
Savings, including MMDA 2,507,37 2,203,23
Time, $100,000 and over 1,510,25 1,043,26!
Time, other 751,20t 668,39¢
Total deposits $ 5477,15 $ 4,532,53:

Borrowings

During the six months ended June 30, 2015 , th&Barrowed $25.0 million of long-term FHLB advanaex repaid $255.0 million of short-
term FHLB advances.

Capital Adequacy and Shareholders’ Equity

Shareholders’ equity increased $80.4 million toZ52nillion at June 30, 2015 when compared to stdders' equity of $443.1 million at
December 31, 2014 . The primary components ofrtbeease were as follows:

» theissuance of 2,300,080ares of preferred stock on May 18, 2015 withpneteeds of $55.6 millio
* netincome of $ 25.5 million for the six montrsded June 30, 201&nc
» share-based compensation expense of $2.4 million

These increases were offset in part by net othmipcehensive loss of $4.0 million and the accrua @f00% preferred stock dividend of $0.5
million through June 30, 2015 payable Septembef@55.

Fixedto-Floating Rate Non-Cumulative Perpetual Prefer@ock, Series C

O n May 18, 2015, Customers Bancorp issued 2,30G0886ks of Fixed-to-Floating Rate Non-CumulativepBaral Preferred Stock, Series C,
par value $1.00 per share, with a liquidation pesfee of $25.00 per share.

Customers Bancorp will pay dividends on the Setiddeferred Stock only when, as, and if declarethbyboard of directors or a duly
authorized committee of the board and to the extettit has lawfully available funds to pay diuidis. Dividends on the Series C Preferred
Stock will accrue and be payable quarterly in agean the 15th day of March, June, SeptemberPawgmber of each year, commencing on
September 15, 2015, at a fixed rate per annum ¢gquab0% from the original issue date to, but edilg, June 15, 2020, and thereafter at a
floating rate per annum equal to three-month LIB@Rhe related dividend determination date plugsraad of 5.30% per annum.

Dividends on the Series C Preferred Stock willmtumulative. If Customers Bancorp's board ofotimes or a duly authorized committee of
the board does not declare a dividend on the S€rleeferred Stock in respect of a dividend peribein no dividend shall be deemed to have
accrued for such dividend period, be payable orafigdicable dividend payment date, or be cumulatwe Customers Bancorp will have no
obligation to pay any dividend for that dividendipd, whether or not the board of directors or by dwthorized committee of the board
declares a dividend on the Series C Preferred Stwakny future dividend period.

The Series C Preferred Stock has no stated matigrityt subject to any mandatory redemption, sigkiund or other similar provisions and
will remain outstanding unless redeemed at Custsf@ancorp's option. Customers Bancorp may redeerSé¢hies C Preferred Stock at its
option, at a redemption price equal to $25.00 pares plus any declared and unpaid dividends (withegard to any undeclared dividends), (i
in whole or in part, from time to time, on any dignd payment date on or after June 15, 2020 dn(ihole but not in part, within 90 days
following the occurrence of a regulatory capitebttment event. Any redemption of the Series C ReleStock is subject to prior approval of
the Board of Governors of the Federal Reserve 8yst&e Series C Preferred Stock qualifies as Tigagital under regulatory capital
guidelines.
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Except in limited circumstances, the Series C PrefeStock does not have any voting rights.

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 stateme
At June 30, 2015the Bank and Customers Bancorp met all capitatjadcy requirements to which they were subjeciveere well capitalizec

The capital ratios for the Bank and the Bancorjuae 30, 2015 and December 31, 2014 were as follows

To Be Well Capitalized

Under
For Capital Adequacy Prompt Corrective Action
Actual Purposes Provisions
(amounts in thousands) Amount Ratio Amount Ratio Amount Ratio
As of June 30, 2015:
Common equity Tier 1 capital (to risk
weighted assets)
Customers Bancorp, Inc. $ 467,01 7.92% $ 265,34 4.5% N/A N/A
Customers Bank $ 536,10( 9.1% $ 264,12 45% $ 381,51: 6.5%
Total capital (to risk weighted assets)
Customers Bancorp, Inc. $ 659,24° 11.1¢% $ 471,72 8.C% N/A N/A
Customers Bank $ 683,59: 11.6'% $ 469,55: 8.C% $ 586,94( 10.(%
Tier 1 capital (to risk weighted assets)
Customers Bancorp, Inc. $ 522,58t 8.8¢% $ 353,79t 6.C% N/A N/A
Customers Bank $ 536,10( 9.1% $ 352,16: 6.C% $ 469,55 8.C%
Tier 1 capital (to average assets)
Customers Bancorp, Inc. $ 522,58t 7.36% $ 284,16 4.C% N/A N/A
Customers Bank $ 536,10( 7.51% $ 283,10t 4% $ 353,88 5.C%
As of December 31, 2014:
Total capital (to risk weighted assets)
Customers Bancorp, Inc. $ 578,64 11.0¢% $ 417,47 8.C% N/A N/A
Customers Bank $ 621,89 1198 $ 415,14 8.C% $ 518,92t 10.(%
Tier 1 capital (to risk weighted assets)
Customers Bancorp, Inc. $ 437,71 8.3% $ 208,73 4.C% N/A N/A
Customers Bank $ 480,96: 9.21% $ 207,57( 4% $ 311,35t 6.0%
Tier 1 capital (to average assets)
Customers Bancorp, Inc. $ 437,71 6.6 $ 261,62 4.C% N/A N/A
Customers Bank $ 480,96: 7.3%% $ 260,46: 4.0% $ 325,57 5.0%

The capital ratios above reflect the new capitglieements under "Basel 111" effective during thstf quarter 2015. As of June 30, 2015 , the
Bank and Bancorp were in compliance with the neyuirements. See "NOTE 10 - REGULATORY MATTERS" #utditional discussion
regarding regulatory capital requirements.

Off-Balance Sheet Arrangements

The Bank is involved with financial instruments aster commitments with off-balance sheet risksaRtial instruments with off-balance
sheet risks are incurred in the normal course eirtass to meet the financing needs of our custariibese financial instruments include
commitments to extend credit, including unusedipost of lines of credit, and standby letters ofdireThose instruments involve, to varying
degrees, elements of credit risk in excess of theust recognized on the balance sheets.
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With commitments to extend credit, exposures tditfess in the event of non-performance by theepiarty to the financial instrument is
represented by the contractual amount of thoseumm&nts. The same credit policies are used in ngad@mmitments and conditional
obligations as for on-balance sheet instrumentseSthey involve credit risk similar to extendintpan, they are subject to the Bank’s Credit
Policy and other underwriting standards.

As of June 30, 2015 and December 31, 2014, theviollg off-balance sheet commitments, financialrunstents and other arrangements were
outstanding:

June 30, December 31,
2015 2014

(amounts in thousands)

Commitments to fund loans $ 317,26 $ 231,29:
Unfunded commitments to fund mortgage warehousasloa 737,04! 713,61¢
Unfunded commitments under lines of credit 368,44! 430,99!
Letters of credit 35,24« 36,20¢
Other unused commitments 7,48( 7,68t

Commitments to fund loans, unfunded commitmenfsinal mortgage warehouse loans, unfunded commitmasr lines of credit and letters
of credit are agreements to extend credit to otHerbenefit of a customer in the ordinary courfseun business.

Commitments to fund loans and unfunded commitmentier lines of credit may be obligations of Custmves long as there is no violation of
any condition established in the contract. Sinceyna the commitments are expected to expire with@ing drawn upon, the total
commitment amounts do not necessarily representedash requirements. Commitments generally hiagd £xpiration dates or other
termination clauses and may require payment oéaGeistomers evaluates each customer’s creditweghion a case-by-case basis. The
amount of collateral obtained, if Customers degmsgg¢essary upon extension of credit, is basedamagement’s credit evaluation. Collateral
held varies but may include personal or commereial estate, accounts receivable, inventory angewgnt.

Mortgage warehouse loan commitments are agreernteptgchase mortgage loans from mortgage bankatagree to purchase the loans t
in a short period of time or to sell to third pantyprtgage originators. These commitments geneflallyuate monthly as existing loans are
repurchased by the mortgage bankers and new loansiechased by the Bank.

Outstanding letters of credit written are condiiboommitments issued by Customers to guarantepettfermance of a customer to a third
party. Letters of credit may obligate Customerfuttd draws under those letters of credit whetheratra customer continues to meet the
conditions of the extension of credit. The creik involved in issuing letters of credit is essalht the same as that involved in extending loar
facilities to customers.

Liquidity and Capital Resources

Liquidity for a financial institution is a measunéthat institution’s ability to meet depositor®eds for funds, to satisfy or fund loan
commitments, and for other operating purposes. mgadequate liquidity is an objective of the aisdility management process. Custon
coordinates its management of liquidity with itseirest rate sensitivity and capital position, amiyes to maintain a strong liquidity position.

Customers' investment portfolio provides periodisttflows through regular maturities and amortimatind can be used as collateral to secur
additional liquidity funding. Our principal sourceffunds are proceeds from stock issuance, depakbt issuance, principal and interest
payments on loans, and other funds from operat®ogowing arrangements are maintained with theeFddHome Loan Bank and the Federa
Reserve Bank of Philadelphia to meet short-termidiidy needs. As of June 30, 2015, our borrowiagacity with the Federal Home Loan
Bank was $3.1 billion of which $1.1 billion wasli#éd in short-term borrowings and $1.1 billionadfailable capacity utilized to collateralize
state and municipal deposits. As of June 30, 2@lB borrowing capacity with the Federal ReservalBaf Philadelphia was $59.8 million.

Net cash flows used in operating activities w$582.9 million during the six months ended June2Bd5 , compared to net cash flows used in
operating activities of $286.1 million during th& snonths ended June 30, 2014 . During the six hwahded June 30, 2015 , originations of
loans held for sale exceeded proceeds from saleswo$ held for sale by $613.8 million . During 8ie months ended June 30, 2014 ,
originations of loans held for sale exceeded prdsémm sales of loans held for sale by $311.9ionill
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Investing activities used net cash flows of $167ilion during the six months ended June 30, 20d&mpared to $1.1 billion during the six
months ended June 30, 2014 . Net cash used tmatggioans totaled $345.6 million during the sixths ended June 30, 2015 , compared to
$897.9 million during the six months ended June2®14 . No loans were purchased during the six hwehded June 30, 2015 , compared to
$294.6 million purchased during the six months endlene 30, 2014 . Proceeds from the sale of laaakt $148.9 million during the six
months ended June 30, 2015, compared to $6.0 mdiiing the six months ended June 30, 2014.

Financing activities provided a net aggregate afd8 million during the six months ended June 8152, compared to $1.4 billion during the
six months ended June 30, 2014. During the six hwehded June 30, 2015, increases in depositsdgd$944.6 million , repayments of
short-term borrowed funds used $255.0 million ,preceeds from long-term FHLB advances providedG2dillion , net proceeds from the
issuance of preferred stock provided $55.6 milliand proceeds from the issuance of common stamkged $0.6 million . During the six
months ended June 30, 2014, increases in depositieled $731.0 million, net proceeds from shortrtdrorrowed funds provided $382.0
million, net proceeds from long-term FHLB advanpesvided $200.0 million, and net proceeds fromisisgance of long-term debt provided
$133.2 million. These financing activities providedfficient cash flows to support Customers' invesand operating activities.

Overall, based on our core deposit base and alataloirces of borrowed funds, management belidatdustomers has adequate resourc
meet its short-term and long-term cash requiremfenthe foreseeable future.

Effect of Government Monetary Policies

Our earnings are and will be affected by domestiimemic conditions and the monetary and fiscalgiesi of the United States government

its agencies. An important function of the Fed&es$erve Board is to regulate the money supply @tedest rates. Among the instruments use
to implement those objectives are open market ¢ipasain United States government securities arhghs in reserve requirements against
member bank deposits. These instruments are useayimg combinations to influence overall growtidalistribution of bank loans,
investments, and deposits, and their use may #sct aates charged on loans or paid for deposits.

ltem 3. Quantitative and Qualitative Disclosures Alout Market Risk

At June 30, 2015, there have been no materialggsim the information disclosed under “Quantitiimd Qualitative Disclosures About
Market Risk” included within Customers Bancorp’slad~orm 10-K.

Item 4. Controls and Procedures

As of the end of the period covered by this repBustomers Bancorp carried out an evaluation, utidesupervision and with the participation
of Customers Bancorp’s management, including CustsrBancorp’s Chief Executive Officer and Chiefdfinial Officer, of the effectiveness
of the design and operation of Customers Bancdalisdosure controls and procedures as defineddretthange Act Rules 13a-15(e) and 15¢
15(e). Based upon the evaluation, the Chief Exeeu@ifficer and Chief Financial Officer conclude@tiCustomers Bancorp’s disclosure
controls and procedures were effective at Jun@@D5 .

During the quarter ended June 30, 2015 , there bage no changes in the Bancorp’s internal cootref financial 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

There have been no material changes to the legaépdings disclosed within our 2014 Form 10-K.

Iltem 1A. Risk Factors

In addition to the other information set forth imst Quarterly Report, you should carefully consitter factors discussed in “Risk Factors”
included within the 2014 Form 10-K, our subsequefilitd quarterly report on Form 10-Q for the periended March 31, 2015, and below.
The risks described in the referenced documentaarehe only risks facing us. Additional risksdamcertainties not currently known to us or
that we currently believe to be immaterial also materially adversely affect our business, finahoiemdition and/or operating results. See
“ltem 2 - Management'’s Discussion and Analysis ioaRcial Condition and Results of Operations - @a#ry Note Regarding Forward-
Looking Statements.”

The information presented below updates and shHmeileead in connection with the risk factors andrimfation disclosed in our 2014 Annual
Report on Form 10-K and our quarterly report omnfra0-Q for the period ended March 31, 2015.

We are dependent upon maintaining an effective syatn of internal controls to provide reasonable assance that transactions and
activities are conducted in accordance with estaldhed policies and procedures and are all capturechd reported in the financial
statements. Failure to comply with the system ohternal controls may result in events or losses wbih could adversely affect
Customers' operations, net income, financial condibn, reputation, and compliance with laws and regudtions.

Customers' system of internal controls, includimgiinal controls over financial reporting, is arportant element of our risk management
framework. Management regularly reviews and seeksiprove Customers’ internal controls, includimmaal review of key policies and
procedures, and annual review and testing of kigynial controls over financial reporting. Any systof internal controls, however well
designed and operated, is based in part on cersaimnmptions and expectations of employee conddotamonly provide reasonable, not
absolute, assurance that the objectives of thenalteontrol structure are met. Any failure orcaimvention of Customers’ controls and
procedures, or failure to comply with regulatioakted to controls and procedures, could have armmabadverse effect on the Customers’
operations, net income, financial condition, refiataand compliance with laws and regulations.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

On November 26, 2013, Customers announced th&dhed of Directors had authorized a stock repurelpdan in which the Bancorp could
acquire up to 5% of its current outstanding shatgsices not to exceed a 20% premium over the ¢cberent book value. The repurchase
program has no expiration date but may be suspenaadified or discontinued at any time, and the &ap has no obligation to repurchase
any amount of its common stock under the program.

During the three and six months ended June 30,,28&3Bancorp did not repurchase any of its shdies.maximum number of shares
available to be purchased under the plan is 750b&fes.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not applicable

Item 5. Other Information

None.
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Item 6. Exhibits

Exhibit

No.

3.1

3.2

3.3

3.4

41

4.2

4.3

4.4

4.5

4.6

31.1

31.2

32.1

32.2

101

101.INS

101.SCH

101.CAL

Description

Amended and Restated Articles of Incorporation a§tGmers Bancorp, incorporated by reference tolixBil to the
Customers Bancorp’s Form 8-K filed with the SECAgil 30, 2012

Amended and Restated Bylaws of Customers Banaweprporated by reference to Exhibit 3.2 to the Qusrs Bancor®
Form 8-K filed with the SEC on April 30, 2012

Articles of Amendment to the Amended and Restatditlas of Incorporation of Customers Bancorp, mpayated by
reference to Exhibit 3.1 to the Customers Bancamr8-K filed with the SEC on July 2, 2012

Statements with Respect to Shares of Fixed-to-iRlg&ate Non-Cumulative Perpetual Preferred St8ekies C,
incorporated by reference to Exhibit 3.1 to thet@oners Bancorp Form 8-K filed with the SEC on Ma&y 2015

Indenture, dated as of July 30, 2013, by and betwestomers Bancorp, Inc., as Issuer, and WilmimJtast, National
Association, as Trustee, incorporated by referém&exhibit 4.1 to the Customers Bancorp 8-K fileihwthe SEC on
July 31, 2013

First Supplemental Indenture, dated as of July28@3, by and between Customers Bancorp, Inc.sagisand
Wilmington Trust, National Association, as Trusteeprporated by reference to Exhibit 4.2 to thestGmers Bancorp B-
filed with the SEC on July 31, 2013

6.375% Global Note in aggregate principal amour5H,000,000, incorporated by reference to ExHildtto the
Customers Bancorp 8-K filed with the SEC on July 3113

Amendment to First Supplemental Indenture, dategusu27, 2013, by and between Customers Bancarpaird
Wilmington Trust Company, National Association tastee, incorporated by reference to Exhibit 4.the Customers
Bancorp 8-K filed with the SEC on August 29, 2013.

6.375% Global Note in aggregate principal amour&®50,000, incorporated by reference to Exhildttd the
Customers Bancorp 8-K filed with the SEC on Audi$t2013

Form of Note Subscription Agreement (including fosfrSubordinated Note Certificate and Senior Natetiicate),
incorporated by reference to Exhibit 10.1 to thestGmers Bancorp 8-K filed with the SEC on June2Bd 4

Certification of the Chief Executive @#r Pursuant to Exchange Act Rule 13a-14(a) or Fadel4(a)
Certification of the Chief Financial @#ir Pursuant to Exchange Act Rule 13a-14(a) or Fadel4(a)

Certification of the Chief Executive Officer Pursiiao 18 U.S.C. Section 1350, as Adopted PursuaStttion 906 of
Sarbanes-Oxley Act of 2002

Certification of the Chief Financial Officer Pursitdo 18 U.S.C. Section 1350, as Adopted PursuaSettion 906 of
Sarbanes-Oxley Act of 2002

The Exhibits filed as part of this repame as follows:
XBRL Instance Document.
XBRL Taxonomy Extension Schema Documen

XBRL Taxonomy Extension Calculatiomkbase Document.



101.LAB XBRL Taxonomy Extension Label Linkba3ecument.
101.PRE XBRL Taxonomy Extension Presentatimklhase Document.

101.DEF XBRL Taxonomy Extension Definitionsnkbase Document.
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Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its behalf
the undersigned thereunto duly authorized.

Customers Bancorp, Inc.

August 6, 2015 By: /sl Jay S. Sidhu
Name: Jay S. Sidhu
Title: Chairman and Chief Executive Officer

(Principal Executive Officer)

Customers Bancorp, Inc.

August 6, 2015 By: /s/ Robert E. Wahlman
Name: Robert E. Wahlman
Title: Chief Financial Officer

(Principal Financial Officer)

71




Table of Contents

Exhibit

No.

3.1

3.2

3.3

3.4

41

4.2

4.3

4.4

4.5

4.6

31.1

31.2

32.1

32.2

101

101.INS

101.SCH

101.CAL

Exhibit Index

Description

Amended and Restated Articles of Incorporation a§tGmers Bancorp, incorporated by reference tolixBil to the
Customers Bancorp’s Form 8-K filed with the SECAgil 30, 2012

Amended and Restated Bylaws of Customers Banaweprporated by reference to Exhibit 3.2 to the Qusrs Bancor®
Form 8-K filed with the SEC on April 30, 2012

Articles of Amendment to the Amended and Restatditlas of Incorporation of Customers Bancorp, mpayated by
reference to Exhibit 3.1 to the Customers Bancamr8-K filed with the SEC on July 2, 2012

Statement with Respect to Shares of Fixed-to-Figafate Non-Cumulative Perpetual Preferred StoekeS C,
incorporated by reference to Exhibit 3.1 to thet@oners Bancorp Form 8-K filed with the SEC on Ma&y 2015

Indenture, dated as of July 30, 2013, by and betwestomers Bancorp, Inc., as Issuer, and WilmimJtast, National
Association, as Trustee, incorporated by referém&exhibit 4.1 to the Customers Bancorp 8-K fileihwthe SEC on
July 31, 2013

First Supplemental Indenture, dated as of July28@3, by and between Customers Bancorp, Inc.sagisand
Wilmington Trust, National Association, as Trusteeprporated by reference to Exhibit 4.2 to thestGmers Bancorp B-
filed with the SEC on July 31, 2013

6.375% Global Note in aggregate principal amour5H,000,000, incorporated by reference to ExHildtto the
Customers Bancorp 8-K filed with the SEC on July 3113

Amendment to First Supplemental Indenture, dategusu27, 2013, by and between Customers Bancarpaird
Wilmington Trust Company, National Association tastee, incorporated by reference to Exhibit 4.the Customers
Bancorp 8-K filed with the SEC on August 29, 2013.

6.375% Global Note in aggregate principal amour&®50,000, incorporated by reference to Exhildttd the
Customers Bancorp 8-K filed with the SEC on Audi$t2013

Form of Note Subscription Agreement (including fosfrSubordinated Note Certificate and Senior Natetiicate),
incorporated by reference to Exhibit 10.1 to thestGmers Bancorp 8-K filed with the SEC on June2Bd 4

Certification of the Chief Executive @#r Pursuant to Exchange Act Rule 13a-14(a) or Fadel4(a)
Certification of the Chief Financial @#ir Pursuant to Exchange Act Rule 13a-14(a) or Fadel4(a)

Certification of the Chief Executive Officer Pursiiao 18 U.S.C. Section 1350, as Adopted PursuaStttion 906 of
Sarbanes-Oxley Act of 2002

Certification of the Chief Financial Officer Pursitdo 18 U.S.C. Section 1350, as Adopted PursuaSettion 906 of
Sarbanes-Oxley Act of 2002

The Exhibits filed as part of this repame as follows:
XBRL Instance Document.
XBRL Taxonomy Extension Schema Documen

XBRL Taxonomy Extension Calculatiomkbase Document.



101.LAB XBRL Taxonomy Extension Label Linkbd3ecument.
101.PRE XBRL Taxonomy Extension Presentatimklhase Document.

101.DEF XBRL Taxonomy Extension Definitionsnkbase Document.
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Exhibit 31.1

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

I, Jay S. Sidhu, certify that:

1.
2.

(@)

(b)

()

(d)

(@)

(b)

| have reviewed this quarterly report on Foi®Hd of Customers Bancorp, In

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary tc
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

Designed such disclosure controls and proesdar caused such disclosure controls and proesdoibe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to u
others within those entities, particularly duriig period in which this report is being prepared;

Designed such internal control over financial réipgr, or caused such internal control over finahi@porting to be designed under
supervision, to provide reasonable assurance rieggttie reliability of financial reporting and tieeparation of financial statements
for external purposes in accordance with geneealbepted accounting principles;

Evaluated the effectiveness of the registsadisclosure controls and procedures and presénthis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; anc

Disclosed in this report any change in thastegnt's internal control over financial reportititat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

The registrant’s other certifying officer antddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!
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 registeaability to record, process, summarize and refioancial information; and

Any fraud, whether or not material, that inved management or other employees who have aisattifole in the registratinterna
control over financial reporting.

/sl Jay S. Sidhu

Jay S. Sidhu
Chairman and Chief Executive Officer
(Principal Financial Officer)

Date: August 6, 2015



Exhibit 31.2

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

I, Robert E. Wahlman, certify that:

1.
2.

(@)

(b)

()

(d)

(@)

(b)

| have reviewed this quarterly report on Foi®Hd of Customers Bancorp, In

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary tc
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

Designed such disclosure controls and proesdar caused such disclosure controls and proesdoibe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to u
others within those entities, particularly duriig period in which this report is being prepared;

Designed such internal control over financial réipgr, or caused such internal control over finahi@porting to be designed under
supervision, to provide reasonable assurance rieggttie reliability of financial reporting and tieeparation of financial statements
for external purposes in accordance with geneealbepted accounting principles;

Evaluated the effectiveness of the registsadisclosure controls and procedures and presénthis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; anc

Disclosed in this report any change in thastegnt's internal control over financial reportititat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

The registrant’s other certifying officer antddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!
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 registeaability to record, process, summarize and refioancial information; and

Any fraud, whether or not material, that inved management or other employees who have aisattifole in the registratinterna
control over financial reporting.

/s/ Robert E. Wahlman

Robert E. Wahlman
Chief Financial Officer
(Principal Financial Officer)

Date: August 6, 2015



Exhibit 32.1

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

In connection with the quarterly report of CustomBancorp, Inc. (the “Corporation”) on Form 10-@ fiee period ended June 30, 2015, as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), |, Jay S. SidBbairman and Chief Executive Officer of
the Corporation, certify, pursuant to 18 U.S.C.5{1.3s adopted pursuant to 8906 of the Sarbane=sy@xt of 2002, that to the best of my
knowledge and belief:

(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh 1934; an

(2) The information contained in the Report faphesents, in all material respects, the finanmialdition and results of operations of the

Corporation.

Date: August 6, 2015 /s/ Jay S. Sidhu
Jay S. Sidhu, Chairman and Chief Executive Officer
(Principal Executive Officer)




Exhibit 32.2

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

In connection with the quarterly report of CustomBancorp, Inc. (the “Corporation”) on Form 10-@ fiee period ended June 30, 2015, as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), |, Robert E. Wiaah, Chief Financial Officer of the
Corporation, certify, pursuant to 18 U.S.C. 813&adopted pursuant to 8906 of the Sarbanes-OxdepfR002, that to the best of my

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

(2) The information contained in the Report faphesents, in all material respects, the finanmialdition and results of operations of the
Corporation.

/s/ Robert E. Wahlman

Robert E. Wahlman, Chief Financial Officer
(Principal Financial Officer)

Date: August 6, 2015



