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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

Quatrterly report pursuant Section 13 or 15(d) of tre Securities Exchange Act of 193
For the quarterly period ended June 30, 2012
[0 Transition report pursuant Section 13 or 15(d) of he Securities Exchange Act of 193

For the transition period from to

333-166225
(Commission File number)

Customers%Bancorp, Inc.

(Exact name of registrant as specified in its chaetr)

Pennsylvania 27-229065¢
(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

(Issuer’s telephone number)

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 Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastiags.

Yes No O

Indicate by check mark whether the registrant lhdenstted electronically and posted on its corpok&bsite, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T during the precediBgribnths (or for such shorter period
that the registrant was required to submit and posh files).

Yes No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@mpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filc (I Accelerated filel O
Non-accelerated file (Do not check if a smaller reporting compa Smaller Reporting Compar [
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgje Act)

Yes O No



On August 14, 2012, 8,579,310 shares of Voting Com&tock were outstanding, and 2,844,142 shar€ssk B Non-Voting Common
Stock were outstanding.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS — UNAUDITED
(Dollar amounts in thousands, except per share Jata

ASSETS
Cash and due from ban
Interest earning depos
Cash and cash equivalel
Investment securities available for sale, at falue
Investment securities held to maturity (fair vaRgd1 $330,809
Loans held for sal
Loans receivable not covered under Loss Sharingémgents with the FDIi
Loans receivable covered under Loss Sharing Agratsweth the FDIC
Less: Allowance for loan and lease los
Total loans receivable, n
FDIC loss sharing receivah
Bank premises and equipment,
Bank-owned life insuranc
Other real estate owned (2012 $8,612; 2011 $6,&8éred under Loss Sharing Agreements with the Fl
Gooduwill and other intangible
Restricted stoc
Accrued interest receivable and other as

Total assets

LIABILITIES AND SHAREHOLDERS ' EQUITY
Liabilities:
Deposits;
Demand, no-interest bearin
Interest bearin
Total deposit:
Federal funds purchas
Other borrowing
Subordinated del
Accrued interest payable and other liabilit
Total liabilities
Shareholder equity:
Preferred stock, par value $1,000 per share; 100000 shares authorized; none iss
Common stock, par value $1.00 per share; 200,00béres authorized; 11,395,302 shares issu
and 11,347,683 outstanding at June 30, 2012 andrbteer 31, 201
Additional paid in capita
Retained earning
Accumulated other comprehensive |
Less: cost of treasury stock; 47,619 shares at30n2012 and December 31, 2(
Total shareholde’ equity
Total liabilities and shareholders’ equity

See accompanying notes to the unaudited consdlidiat@ncial statements.
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December 31

June 30,

2012 2011
$ 2,95¢ $ 7,76t
119,09¢ 65,80¢
122,05: 73,57(
134,75 79,13
0 319,54
283,53! 174,99¢
1,537,57 1,216,26!
113,29: 126,27t
(16,119 (15,037
1,634,75. 1,327,50
12,37¢ 13,071
9,31¢ 8,44¢
39,90: 29,26¢
12,93: 13,48:
2,27¢ 1,67¢
20,12t 21,81¢
11,00¢ 15,00:
$2,283,03 $2,077,53;
$ 155,00¢ $ 114,04
1,774,85. 1,469,14!
1,929,86. 1,583,18!
5,00( 5,00(
178,00( 331,00(
2,00( 2,00(
9,45: 8,59
2,124,311 1,929,78
0 0
11,39t 11,39¢
123,86¢ 122,60:
24,11: 14,49¢
(159 (245)
(500) (500)
158,71t 147,74t
$2,283,03; $2,077,53;
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS — UNAUDITED
(Dollar amounts in thousands, except per share Jata

Interest income
Loans receivable, including fe
Loans receivable, n-taxable, including fee
Investment securities, taxat
Investment securities, n-taxable
Other
Total interest incom

Interest expenst
Deposits
Federal funds purchas
Securities sold under repurchase agreen
Borrowed funds
Subordinated del

Total interest expens

Net interest incom
Provision for loan and lease los:
Net interest income after provision for loan anaske losse
Nor-interest income
Deposit fee:
Loan fees
Mortgage warehouse transactional f
Bank owned life insuranc
Gain on sale of investment securit
Accretion of FDIC loss sharing receival
Loss on sale of other real estate ow
Gain on sale of loar
Gain on sale of repossessed as
Gain on sale of bank premises and equipr
Other
Total nor-interest incomu
Non-interest expenst
Salaries and employee bene
Occupancy
Technology, communication and bank operati
Advertising and promotio
Professional service
FDIC assessments, taxes, and regulatory
Loan workout and other real estate ow
Impairment and losses on other real estate o\
Merger related expens
Stock offering expense
Other
Total nor-interest expens
Income (loss) before tax expense (ben:
Income tax expense (benel
Net income (loss

Basic income (loss) per she
Diluted income (loss) per sha

See accompanying notes to the unaudited consdiidiai@ncial statements.
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Three months ended

Six months ended

June 30, June 30,
2012 2011 2012 2011
$17,35( $10,17¢ $32,97. $19,67¢
41 22 55 45
2,21¢ 4,351 5,131 6,36¢
21 22 43 43
69 75 134 313
19,70( 14,64¢ 38,33¢ 26,44,
5,42¢ 5,64¢ 10,49¢ 11,09¢
1 0 3 0
0 7 0 7
10€ 121 24C 21C
17 16 35 33
5,54¢ 5,79( 10,77« 11,34¢
14,15: 8,85¢ 27,56: 15,10:
2,73¢ 2,85( 4 53¢ 5,65(
11,41/ 6,00€ 23,02¢ 9,451
117 94 238 19¢
9 66 201 14¢€
3,38¢ 1,27 5,48: 2,38¢
32¢ 268 58¢ 864
8,791 0 9,00¢ 0
0 80C 65E 1,70¢
(660) 0 (601) 0
33¢ 0 33¢ 78
59 0 59 0]
22 0 22 0
247 14z 4432 53¢
12,635 2,64z 16,42¢ 5,91¢
5,59¢ 3,97: 11,09¢ 8,08¢
1,84¢ 1,004 3,22¢ 1,991
691 51z 1,33¢ 82¢
301 20E 57¢€ 43:
76¢ 1,30¢ 1,65¢ 2,73(
867 431 1,53¢ 1,25:
651 41t 1,17¢ 79¢
0 15 0 211
0 0 28 0
1,34( 0 1,34( 0
1,907 57¢ 2,68¢ 1,19¢
13,97: 8,43¢ 24,66( 17,52¢
10,07¢ 21C  14,79: (2,162)
3,57¢ 65 5,177 (631)
$650¢ $ 145 $9,61€ $(1,53)
$ 057 $ 001 $ 08 $ (0.10
$ 056 $ 0.01 $ 08: $ (0.16
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME — U NAUDITED
(Dollar amounts in thousands)

Three Months Ended

Six Months Ended

June 30, June 30,
2012 2011 2012 2011
Net income (loss $ 6,504 $ 14¢ $ 9,61¢ $(1,537)
Other comprehensive income, before 1
Unrealized holding gains on securities arising miyithe perioc b4z 5,78¢ 62¢ 5,92]
Unrealized holding gain on securities transferredifthe held- to-
maturity category into the availal-for-sale categor 8,50¢ 0 8,50¢ 0
Reclassification adjustment for gains includedehincome (8,797) 0 (9,00€) 0
Income tax expense related to items of other cohgmsive incom: (89) (1,967 (46) (2,015
Other comprehensive income, net of 16€ 3,822 86 3,917
Comprehensive income $6,67( $ 3,961 $ 9,702 $ 2,381

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

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY — UNAUDITED
For the six months ended June 30, 2012 and 2011

(Dollar amounts in thousands)

Shares of Accumulated Other

Common Common Additional Treasury
Stock Paid in Retained Comprehensive
Outstanding Stock Capital Earnings Income (Loss) Stock Total
Balance, December 31, 2010 8,398,01! $8,39¢ ¢ 88,130 $10,50¢ $ (1,896 $ 0 $105,14(
Comprehensive incorr (1,53 3,912 2,381
Stocl-based compensation expel 32¢ 32¢
Common stock issued, net of co 1,388,89. 1,38¢ 14,13¢ 15,52]
Balance, June 30, 2011 9,786,90! $9,787 $102,59¢ $ 897t $ 2,01 $ 0 $123,37
Shares of Accumulated Other
Common Additional Treasury
Stock Common Paid in Retained Comprehensive
Outstanding Stock Capital Earnings Loss Stock Total
Balance, December 31, 201 11,347,68 $11,39¢ $122,60: $14,49¢ $ (245) $ (500) $147,74¢
Comprehensive incorr 9,61¢ 86 9,70z
Stocl-based compensation expel 1,26¢€ 1,26¢€
Balance, June 30, 201 11,347,68 $11,39' $123,86¢ $24,11. $ (155) $ (500) $158,71¢

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

Six Months Ended June 30,

Cash Flows from Operating Activities

Net income (loss

Adjustments to reconcile net income (loss) to mshc(used in) provided by operating activiti
Provision for loan and lease los:

Provision for depreciation and amortizati

Stocl-based compensatic

Deferred taxe

Net amortization (accretion) of investment secesitporemiums and discout
Gain on sale of investment securit

Gain on sale of loar

Origination of loans held for sa

Proceeds from the sale of loans held for

Increase in FDIC loss sharing receiva

Amortization (accretion) of fair value discoul

Net loss on sale of other real estate ow

Impairment charges on other real estate ov

Change in investment in be-owned life insuranc

Decrease (increase) in accrued interest receiatilether asse
Decrease in accrued interest payable and otheditlieb

Net Cash (Used in) Provided by Operating Activities

Cash Flows from Investing Activities

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

Proceeds from sales of investment securities éeaifar sale
Purchases of investment securities available fier
Purchases of investment securities held to mat
Proceeds from maturities, calls and principal repagts of investment securities held to matt
Net increase in loar

Proceeds from sale of SBA loa

Proceeds from barowned life insuranc

Purchases of ba-owned life insuranc

Proceeds from redemption (purchases of) restritimek
Reimbursements from the FDIC on loss sharing ageets
Purchases of bank premises and equipr

Proceeds from sales of other real estate ov

Net Cash Used in Investing Activities

Cash Flows from Financing Activities

Net increase in deposi

Net (decrease) increase in sl-term borrowed fund
Proceeds from issuance of common si

Net Cash Provided by Financing Activities

Net Increase (Decrease) in Cash and Cash Equivalent
Cash and Cash Equivalent— Beginning

Cash and Cash Equivalent— Ending

Supplementary Cash Flows Information

Interest paic
Income taxes pai

Non-cash items:

Transfer of loans to other real estate ow
Transfer of held to maturity investments to avdéedr sale

See accompanying notes to the unaudited consdiidiai@ncial statements.
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2012 2011
$  9,61¢ $ (1,539
4,53¢ 5,65(
687 614
1,26¢ 32¢
18¢ 0
192 (28)
(9,006) 0
(33¢) (78)
(1,359,67) (1,080,82)
1,251,14 1,105,79:
(741) (1,709
46 (311)

601 0

0 197
(639) (864)
471 (56)
(3,185) (2,149
(104,839 25,04(
23,54 10,44’
306,61 0
(108,249 (49,96
0 (396,84)
50,96¢ 15,07
(312,629 (59,885
3,68¢ 1,46¢
0 192
(10,000) 0
1,69: (10,049)
1,44: 5,777
(1,55¢) (544)
4,02¢ 5,07¢
(40,469) (479,240
346,78 160,66:
(153,000) 141,00
0 15,52;
193,78 317,19
48,48: (137,010)
73,57( 238,72
$ 122,05 $ 101,70
$ 10,91 $ 11,34
4,85¢ 2,81¢
$ 4,941 $  3,94¢
268,67 0
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S
(Dollars in thousands except for per share data)

NOTE 1 — DESCRIPTION OF THE BUSINESS AND BASIS OF FRESENTATION

Customers Bancorp, Inc. (the “Bancorp”) is a Petuasya corporation formed on April 7, 2010 to féeile the reorganization of Customers
Bank (the “Bank”) into a bank holding company sttwe. The reorganization was completed on Septefihe2011. Any financial

information for periods prior to September 17, 2@bhtained herein reflects that of Customers Bantha predecessor entity. The unaudited
consolidated financial statements have been prdpargonformity with accounting principles geneyadiccepted in the United States (“U.S.
GAAP?”) for interim financial statements and pursutmthe rules and regulations of the Securities Bxchange Commission (“SEC”) for
interim reporting. Certain information and noteattisures normally included in annual financial staénts prepared in accordance with U.S.
GAAP have been condensed or omitted pursuant gethdes and regulations, although the Bancorgbedi that the disclosures made are
adequate to make the information not misleading dt¢tounting policies of Customers Bancorp, Ind. &absidiaries, as applied in the
consolidated interim financial statements preseht@din, are substantially the same as those felliosn an annual basis as disclosed on
pages 80 through 90 of Customers’ Annual Repoifanm 10-K for the fiscal year ended December 31,121 is suggested that these
financial statements be read in conjunction withfihancial statements and the notes thereto iedil the latest Form 10-K. Operating
results for the three-month and six-month periatded June 30, 2012 are not necessarily indicafiteeoresults that may be expected for the
year ended December 31, 20

The Bancorps unaudited consolidated interim financial statetsegflect all adjustments that are, in the opirsdmanagement, necessary
fair statement of the results of interim periodsganted.

Certain amounts reported in the 2011 consolidateth€ial statements have been reclassified to confo the 2012 presentation. These
reclassifications did not significantly impact tBancorp’s financial position or results of operatio

The Bancorp evaluated its June 30, 2012 consotidatancial statements for subsequent events thrdug date the financial statements w
issued. The Bancorp is not aware of any additisnbsequent events which would require recognitiatistlosure in the financial statemel

8
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S
(Dollars in thousands except for per share data)

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

The Bancorp and the Bank entered into a Plan ofystend Reorganization effective September 17, potduant to which all of the issued
and outstanding common stock of the Bank was exggthon a three to one basis for shares of comnoek and Class B Non-Voting
common stock of the Bancorp. The Bank became alwbained subsidiary of the Bancorp (the “Reorgatiiz®). The Bancorp is authorize
to issue up to 100,000,000 shares of common sidk000,000 shares of Class B Non-Voting CommogkSémd 100,000,000 shares of
preferred stock. All share and per share infornmatias been retrospectively restated to reflecRéngrganization, including the three-for-one
consideration used in the Reorganization.

In the Reorganization, the Bank’s issued and ondstey shares of common stock of 22,525,825 shar@<éass B Nonfoting common stoc
of 6,834,895 shares converted into 7,508,473 sludré® Bancorp’s common stock and 2,278,294 shafréee Bancorp’s Class B Non-
Voting common stock. Cash was paid in lieu of fi@wal shares. Outstanding warrants to purchase 782 shares of the Bank’s common
stock with a weighted-average exercise price % per share and 243,102 shares of the Bank’s Bl&&m-Voting common stock with a
weighted-average exercise price of $3.50 per slare converted into warrants to purchase 470,26feslof the Bancorp’s common stock
with a weighted-average exercise price of $10.64share and warrants to purchase 81,036 sharbe &ancorp’s Class B Non-Voting
common stock with a weighted-average exercise pfi&L0.50 per share. Outstanding stock optiormitchase 2,572,404 shares of the
Bank’s common stock with a weighted-average exenpigce of $3.50 per share and stock options tohase 231,500 shares of the Bank’s
Class B Non-Voting common stock with a weightedrage exercise price of $4.00 per share were cagdvé@mnto stock options to purchase
855,774 shares of the Bancorp’s common stock witkeighted-average exercise price of $10.49 perséiad stock options to purchase
77,166 shares of the Bancorp’s Class B Non-Votmmmon stock with a weighted-average exercise miél2.00 per share.

Acacia Federal Savings Bank Acquisit

On June 21, 2012, the Bancorp announced the enttaidefinitive agreement to acquire Acacia Fddgagings Bank (Acacia), Falls
Church, Virginia from two subsidiaries of Ameritislsitual Holding Company (Ameritas). Acacia serves ietro Washington, D.C. market.
Pursuant to the terms of the agreement, the Banveitiracquire 100% of the stock of Acacia from Antas Mutual Holding Company for a
total consideration of $65,000 to be paid in the&®ap’s common stock (resulting in Ameritas indibgdolding a 9.9% voting ownership
interest in the Bancorp), Class B Non-Voting Comrstock (resulting in Ameritas indirectly holdindL8.9% total common ownership
interest (voting and non-voting, taking into accboutstanding securities convertible into commarls} in the Bancorp), and Perpetual Non-
Cumulative Preferred Stock, Series C (with an aggpeliquidation value of $65,000 minus the valfithe common stock and Class B Non-
Voting Common Stock issued in the transaction). Bhacorp expects to issue its voting and Class B-Mating common stock for about
$45,000 at 115% of GAAP book value at the timelosing. Approximately $20,000 million of Tier 1 difging non-cumulative Perpetual
Preferred Stock is expected to be issued by thed@prat a rate of 3.72% fixed for the first fiveays.

The Bancorp will not be acquiring any non-perforgnioans, other real estate owned or other assat# thieems to possess higher risk. In
addition, the Bancorp will not be responsible foy aeverance obligations, charges associated gtearly termination of the O.S.I.
technology contract or lease termination charge&catia’s corporate headquarters beyond one yéar closing is expected to take place
during the fourth quarter of 2012.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S
(Dollars in thousands except for per share data)

NOTE 3 — RECENTLY ISSUED ACCOUNTING STANDARDS

In April 2011, the Financial Accounting Standardsad (“FASB”) issued Accounting Standards Upda®eSt)”) 2011-03,Reconsideration
of Effective Control for Repurchase Agreemenités ASU removes from the assessment of effectverol (1) the criterion requiring the
transferor to have the ability to repurchase oeesd the financial assets on substantially the dgerens, even in the event of default by the
transferee, and (2) the collateral maintenancedmphtation guidance related to that criterion. Dhiglance was effective for the first inter
or annual period beginning on or after Decembe203,1 and is to be applied prospectively to tratigas or modifications of existing
transactions that occur on or after the effectiadAdoption of this guidance has not had a neltamipact on results of operations or
financial condition.

In May 2011, the FASB issued ASU 2011-84nendments to Achieve Common Fair Value MeasursraedtDisclosure Requirements in
U.S. GAAP and IFRShe amendments change the wording used to desudbyg of the requirements in U.S. GAAP for measufaigvalue
and for disclosing information about fair value s@@ments. The guidance was effective for interich @nnual periods beginning after
December 15, 2011 is to be applied prospectivetioption of this guidance has not had a materiabitchpn Customers Bancorp’s financial
statements.

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

In September, 2011, the FASB issued ASU 2011Fe8ting Goodwill for ImpairmenThe purpose of this ASU is to simplify how entitiest
goodwill for impairment by adding a new first stepgthe preexisting goodwill impairment test und&S@Topic 350|ntangibles — Goodwill
and other.This amendment gives the entity the option to fistess a variety of qualitative factors such as@uic conditions, cash flows,
and competition to determine whether it was mdeelyi than not that the fair value of goodwill haién below its carrying value. If the ent
determines that it is not likely that the fair valoas fallen below its carrying value, then thétemtill not have to complete the original two-
step test under Topic 350. The amendments in t8id Wvere effective for impairment tests performexdfiecal years beginning after
December 15, 2011. Adoption of this guidance ha$ad a material impact on results of operatiornancial condition.

In December, 2011, the FASB issued ASU 2011BFecognition of in Substance Real Estate — a SGhaefication. This ASU clarifies
previous guidance for situations in which a repaytentity would relinquish control of the asseta&ubsidiary in order to satisfy the
nonrecourse debt of the subsidiary. The ASU cordubat if control of the assets has been trarsfda the lender, but not legal ownership
of the assets; then the reporting entity must ooetito include the assets of the subsidiary inatssolidated financial statements. The
amendments in this ASU are effective for publidtead for annual and interim periods beginning omfter June 15, 2012. Early adoption is
permitted. Adoption of this guidance has not hadaderial impact on results of operations or finahcondition.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S
(Dollars in thousands except for per share data)

NOTE 3 — RECENTLY ISSUED ACCOUNTING STANDARDS — (continued)

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

In June 2012, the FASB decided to issue an expabafethat would require new footnote disclosusEiems reclassified from accumulated
other comprehensive income to net income. The expatraft is expected to be issued during the thirarter of 2012 for a sixty-day
comment period.

In July 2012, the FASB issued guidance amendingvilnecompanies test for indefinite-lived intangibkeset impairment, allowing the option
to first assess qualitative factors to determinetivér it is necessary to perform the quantitatimpairment test. This guidance is effective for
interim and annual periods beginning after Septeribe2012, with early adoption permitted. Custosr@ancorp will adopt the guidance in
connection with its annual definite-lived intan@ldssets impairment test in the fourth quarteisoff 2012. Customers Bancorp does not
expect the adoption will have a significant impaiatits consolidated financial statements.

NOTE 4 — EARNINGS PER SHARE

Basic earnings per share are computed by dividaigncome by the weighted-average number of comshamnes outstanding during the
period. Diluted earnings per share reflects themti! dilution that could occur if options to phasse common stock were exercised, warrants
to purchase common stock were exercised, andatestrstock units vested and common stock was is§tedntial common shares that may
be issued related to outstanding stock optionsl@termined using the treasury stock method. THevitohg are the components of the
Bancorp’s earnings per share for the periods pteden

Three Months Ended June 30, Six Months Ended June 30,
2012 2011 2012 2011
Net income (loss) allocated to common shareho $ 6,504 $ 14~ $ 9,61¢€ $ (1,53)
Weighted-average number of common shares
— basic 11,347,68 9,786,90! 11,347,68 9,492,70.
Stocl-based compensation pla 188,67: 121,57 183,85¢ 0]
Warrants 102,71 67,51( 100,80¢ 0
Weighted-average number of common sha
— diluted 11,639,06 9,975,99. 11,632,35 9,492,70.
Basic earnings (loss) per shi $ 0.57 $ 0.01 $ 0.8t $ (0.1¢)
Diluted earnings (loss) per shz $ 0.5€ $ 0.01 $ 0.8 $ (0.1¢

11
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S
(Dollars in thousands except for per share data)

NOTE 4 — EARNINGS PER SHARE — (continued)

For the quarter and six months ended June 30, 284Rectively, 1,590,162 and 1,594,976 share-bem®gensation awards and 567,329 and
569,232 warrants were outstanding but were notide in the computation of diluted earnings pereshacause their common stock
equivalents were anti-dilutive.

For the quarter and six months ended June 30, 284gectively, 292,874 and 934,634 share-basedeosation awards and 11,197 and
551,278 warrants were outstanding but were notide in the computation of diluted earnings perehacause their common stock
equivalents were anti-dilutive.

NOTE 5 — INVESTMENT SECURITIES

On May 9, 2012, Customers Bancorp reclassifiei289,000 held-to-maturity investment portfolio i@#able for sale. Due to its strong
outlook for loan growth, falling interest ratesdats recent decision to postpone its initial paloiffering of stock, the Bancorp decided to
proceed with this reclassification to provide lidjity. The reclassification increased total sharébd’ equity by $5,300 associated with the
recording of the net security gains on the portfafiet of tax effects, to accumulated other comgmsive income. Subsequently, the Bancorp
sold $257,645 of available-for-sale securities aradized a preax gain of $8,797. In accordance with regulatargt accounting requiremen
the Bancorp is prohibited from classifying secuptychases as held to maturity for a period of years.

The amortized cost and approximate fair value eéstment securities as of June 30, 2012 and Deae®ibh@011 are summarized as follo

June 30, 2012

Gross Gross
Unrealized Unrealized
Amortized
Cost Gains Losses Fair Value
Availablefor Sale:
Mortgage-backed securities (1) ( $107,36( $ 661 $ (119 $107,90¢
Asse-backed securitie 574 8 0 582
Municipal securitie: 2,06z 2 (6) 2,05¢
Corporate note 25,00( 0 (797) 24,20:
Equities 6 0 0 6
$135,00: $ 671 $ (916 $134,75°

(1) Includes an interest only strip security of $2,€
(2) Includes privat-label securities with an aggregate amortized cb$761 and an aggregate fair value of $¢
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S
(Dollars in thousands except for per share data)

NOTE 5 — INVESTMENT SECURITIES — (continued)

December 31, 2011

Gross Gross
Unrealized Unrealized
Amortized

Cost Gains Losses Fair Value
Availablefor Sale:
U.S. Treasury and government agen $ 1,00z $ 0 $ (1) $ 1,001
Mortgagebacked securities (1) (. 55,81¢ 581 (207) 56,29:
Asse-backed securitie 622 5 0 627
Municipal securitie: 2,071 0 (72) 2,00(
Corporate note 20,00( 0 (789 19,217

$ 79,518 $ 58¢ $ (962 $ 79,13:

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

(1) Includes an interest only strip security of $2,&
(2) Includes privat-label securities with an aggregate amortized cb$765 and an aggregate fair value of $€

The following tables shows proceeds from the shkvailable for sale investment securities, grassgand gross losses on those sales of
securities for the three and six months ended 30n2012:

Three months ended

June 30,
2012 2011
Proceeds from sale of available-for-sale investrsentrrities $257,64! $ C
Gross gain: $ 8,79i $ 0
Gross losse 0 0
Net gains $ 8,79i $ 0
Six months ended
June 30,
2012 2011
Proceeds from sale of available-for-sale investrsentrrities $306,61( $ 0
Gross gain: $ 9,00¢ $ 0
Gross losse 0 0
Net gains $ 9,00¢ $ 0

These gains and losses were determined using ¢éefispdentification method and were included onrinterest income.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S
(Dollars in thousands except for per share data)

NOTE 5 — INVESTMENT SECURITIES — (continued)

The following table shows investments securitiestaged maturity. Investment securities backed bytgages have expected maturities that
differ from contractual maturities because borraeave the right to call or prepay and are, theeefdassified separately with no specific
maturity date:

June 30, 2012
Available for Sale

Amortized Fair

Cost Value
Due in one year or less $ 94 $ 94
Due after one year through five ye 27,46 26,667
Due after five years through ten ye 46 47
Due after ten yeal 35 35
27,63¢ 26,84:
Mortgage-backed securities ( 107,36( 107,90¢
Total, excluding equitie $134,99¢ $134,75:

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

The Bancorp’s investments’ gross unrealized loasesfair value, aggregated by investment categotyiength of time for individual
securities that have been in a continuous unrehlass position, at June 30, 2012 and Decembe2@®1, were as follows:

June 30, 2012

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

Availablefor Sale:
Mortgage-backed securitie $1050¢ $ (42 $ 42t $ (7)) $10,93¢ & (119
Municipal securitie: 0 0 1,00: (6) 1,00 (6)
Corporate note 24,20: (797) 0 0 24,20: (797
Total $34,71: $ (839 $ 1426 $ (77 $36,14C $ (916
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S
(Dollars in thousands except for per share data)

NOTE 5 — INVESTMENT SECURITIES — (continued)

December 31, 2011

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

Availablefor Sale:
U.S. Treasury and government agen $ 1,001 $ @ $ 0 % 0 $ 1,000 % (1)
Mortgagebacked securitie 16€ @ 412 (10€) 57¢ (207)
Municipal securitie: 0 0 2,00(¢ (77) 2,00¢ (77)
Corporate note 19,21¢ (78%) 0 0 19,21¢ (789)
Total $20,388 $ (785 $ 241 $ (177) $22,797 $ (962)

At June 30, 2012, there were eight available-fée-Bavestment securities in the less-than-twelvexth@ategory and seven available-for-sale
investment securities in the twelve-month-or-mategory. At December 31, 2011, there were ten avaitfor-sale investment securities in
the less-than-twelve-month category and six avkatédr-sale investment securities in the twelve-theor-more category. In management’s
opinion, the unrealized losses reflect primarilaihes in interest rates due to changes in econmnititions and the liquidity of the market,
and not credit quality. In addition, the Bancorgslmot believe that it will be more likely than tioat the Bancorp will be required to sell the
securities prior to maturity or market-price recgve

During June 2012, Moody’s downgraded all five cogte bonds in the Bancorp’s portfolio. This downtravas anticipated since Moody’s
placed these bonds on negative watch in Februdr®.2the Bancorp analyzed these bonds in more atdik time of downgrade. The
Bancorp does not intend to sell these debt seesifitiior to recovery, and it is more likely thart timt the Bancorp will not have to sell these
debt securities prior to recovery. These bondsicoatto pay their scheduled interest paymentsroa.tNo additional downgrades are
anticipated at this time.

At June 30, 2012 and December 31, 2011, the Bartwmtpledged investment securities aggregating,$186and $311,442, respectively, as
collateral for borrowings.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S
(Dollars in thousands except for per share data)

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES
The composition of net loans receivable at Jun€2802 and December 31, 2011 was as follows:

2012 2011
Construction $ 30,85¢ $ 37,92¢
Commercial real esta 45,89: 48,78¢
Commercial and industri 12,32« 13,08
Residential real esta 20,20¢ 22,46¢
Manufactured housin 4,01z 4,017

Total loans receivable covered under FDIC Loss iSbar
Agreements (1 113,29: 126,27t
Constructior 12,98¢ 15,27:
Commercial real esta 458,37 352,07
Commercial and industri; 72,14( 69,73¢
Mortgage warehous 801,99 619,31
Manufactured housin 98,14¢ 104,56!
Residential real esta 91,53¢ 53,47¢
Consume 2,402 2,211
Total loans receivable not covered under FDIC LSisaring
Agreements 1,537,58. 1,216,65
Total loans receivabl 1,650,87 1,342,93!
Deferred (fees) costs, n (7 (389
Allowance for loan and lease los: (16,11¢) (15,037)
Loans receivable, ni $1,634,75. $1,327,50

(1) Loans that were acquired in the two FDIC assigi@astictions and are covered under loss sharingragréds with the FDIC are referr
to as“covere”’ loans throughout these financial stateme
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

Nor-Covered Nonaccrual Loans and Loans Past Due
The following table summarizes non-covered loags;lass, as of June 30, 2012:

Greater

3089 Day:  Than Total Pasf
Past Due 90 Days Non- Total Loans
(1) (1) Due (1) Accrual Current (2) (4)

Commercial and industrii

Acquired with credit deterioratic $ 0 $ 0 % 0 $ 96€ $ 394 $ 4,91

Remaining loans (& 1,11: 0 1,11: 98¢ 65,12¢ 67,22¢
Commercial real esta

Acquired with credit deterioratic 0 0 0 6,971 52,36¢ 59,34:

Remaining loans (& 3,54z 0 3,54z 15,35( 380,14: 399,03!
Constructior

Acquired with credit deterioratic 752 0 752 0 3,241 3,99¢

Remaining loans (& 357 0 357 3,56: 5,061 8,98
Residential real esta

Acquired with credit deterioratic 68¢ 0 68¢ 1,22¢ 15,22¢ 17,147

First mortgages (£ 304 0 304 59t 52,97( 53,86¢

Home equity (5 381 0 381 657 19,48¢ 20,52:
Consume

Acquired with credit deterioratic 10 0 10 83 472 56&

Remaining loans (& 67 0 67 5 1,76 1,83i
Mortgage warehous

Acquired with credit deterioratic 0 0 0 0 0 0

Remaining loans (& 0 0 0 0 801,99: 801,99
Manufactured housing (¢

Acquired with credit deterioratic 2,252 0 2,252 2,32¢ 2,97 7,551

Remaining loans (& 1,464 0 1,464 0 89,12t 90,58¢
Total $1093. $ 0 $10,937 $32,73¢ $1,493,91. $1,537,58

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

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

(3) Purchased manufactured housing loans, purchias2@1 0, are subject to cash reserves held ddin& that are used to fund the pdae
payments when the loan becomes 90 days or momreqdelt.

(4) Loans exclude deferred costs and fi

(5) Loans that were not identified at the acquisitiatedas a loan with credit deteriorati
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S
(Dollars in thousands except for per share data)

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

The following table summarizes non-covered loags;lass, as of December 31, 2011:
Total Past
Greater

30-89 Days Than Non- Total Loans
Past Due (1 90 Days (1 Due(1) Accrual Current (2) (4)

Commercial and industri

Acquired with credit deterioratic $ 0 3 0 % 0 $ 17¢ $ 494€¢ $ 5,12¢

Remaining loans (& 0 0 0 2,817 61,79: 64,61:
Commercial real esta

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

Remaining loans (& 1,02t 0 1,02t 18,72¢ 266,16! 285,91¢
Constructior

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

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

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

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

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

Acquired with credit deterioratic 7 0 7 6 233 24¢€

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

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

Remaining loans (& 3,481 0 3,481 0 92,35¢ 95,83¢
Total $ 7,79 $ 0 $ 7,79¢ $38,867 $1,169,99. $1,216,65

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

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

(3) Purchased manufactured housing loans, purchas2@1 0, are subject to cash reserves held ddin& that are used to fund the pdae
payments when the loan becomes 90 days or momreqdeint.

(4) Loans exclude deferred costs and fi

(5) Loans that were not identified at the acquisitiatedas a loan with credit deteriorati
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(Dollars in thousands except for per share data)

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

Covered Nonaccrual Loans and Loans Past Due

The following table summarizes covered loans, bgsl as of June 30, 2012:

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

(1) Loans balances do not include nonaccrual Ic
(2) Loans that were not identified at the acquisitiatedas a loan with credit deteriorati
(3) Loans where payments are due within 29 days o$theduled payment da

Greater

Total Past
Than

30-89 Days 90 Days Current
Past Due (1 (1) Due (1) Nonaccrual (3) Total Loans
$ 0O $ 0 % 0 $ 48: $1691 $ 2,17¢
29C 0 29C 152 9,70t 10,14¢
0 0 0 14,78( 0 14,78(
1,23( 0 1,23( 1,811 28,07: 31,11
0 0 0 17,30: 0 17,30:
0 0 0 6,64: 6,91¢ 13,55¢
0 0 0 2,42z 0 2,422
0 0 0 0 9,597 9,597
20¢ 0 20¢ 324 7,654 8,18¢
0 0 0 70 0 70
10¢ 0 10¢ 10¢€ 3,72¢ 3,94
$ 183 $ 0 $1,83 $44097 $67,36( $113,29
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

The following table summarizes covered loans, bgs| as of December 31, 2011:
30-

89 Days Greater Total Pasf
Past Due Than
(1) 90 Days (1 Due (1) Nonaccrual Current (3) Total Loans
Commercial and industrii
Acquired with credit deterioratic $ 0 3 0 3 0 $ 37t $ 0 $ 3¢
Remaining loans (2 2,672 0 2,672 0 10,03¢ 12,70¢
Commercial real esta
Acquired with credit deterioratic 0 0 0 16,20« 2,03¢ 18,24:
Remaining loans (z 1,07¢ 0 1,07¢ 1,462 28,01( 30,54¢
Constructior
Acquired with credit deterioratic 0 0 0 18,89¢ 3,26¢ 22,16
Remaining loans (2 92 0 92 2,58¢ 13,08¢ 15,76¢
Residential real esta
Acquired with credit deterioratic 0 0 0 4,002 0 4,00z
First mortgages (2 57C 0 57C 0 8,601 9,171
Home equity (2 281 0 281 1,532 7,47¢ 9,29
Manufactured housin
Acquired with credit deterioratic 0 0 0 77 0 77
Remaining loans (z 6 0 6 78 3,851 3,93¢
$4,69¢ $ 0 $ 4,69¢ $ 45,21 $ 76,36¢ $126,27¢

(1) Loans balances do not include nonaccrual Ic
(2) Loans receivable that were not identified upon &ition as a loan with credit deterioratic
(3) Loans where payments are due within 29 days of¢heduled payment da
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

Impaired Loan<— Covered and Non-Covered
The following table presents a summary of impaloeths at or for the six months ended June 30, 2012.

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

Consume

Residential real esta

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

Consume

Residential real esta

Total

(1) Also represents the recorded investm

Unpaid Average
Principal Related Recorded
Balance (1 Allowance Investment
$ 2,39 $ 5,59
19,65( 20,32¢
6,991 7,78¢
64 101
1,01¢ 2,131
83¢ $ 481 80¢€
5,99¢ 1,631 8,95¢
7,31¢ 3,007 7,19¢
19 20 20

73E 45 822

$ 45,02¢ $ 5,18¢ $ 53,74:

21

Interest
Income

Recognize:

$ 72
302

16

0

10

4
81
10C
1

0

$ 587
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

The following table presents a summary of impaloeths at December 31, 2011 and activity recordethfosix months ended June 30, 2011.
For the six months ended

December 31, 2011 June 30, 2011
Unpaid
Principal Average Interest
Balance Related Recorded Income
(1) Allowance Investment Recognizel
With no related allowance recorded:
Commercial and industri $ 6,97¢ $ 1,12¢ $ 19
Commercial real esta 20,431 12,10: 21C
Constructior 8,777 1,81¢ 32
Residential real esta 343 23¢ 0
With an allowance recorded:
Commercial and industri 80C $ 42¢ 6,33¢ 14C
Commercial real esta 12,19 2,047 17,39¢ 34¢
Constructior 7,36¢ 2,98¢ 5,252 55
Consume 22 22 2 0
Residential real esta 86¢ 19& 1,06¢ 13
Total $57,77 $ 5,67¢ $ 45,34 $ 81t

(1) Also represents the recorded investm
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

Troubled Debt Restructurings

At June 30, 2012, there was $7,796 in loans caitegpbas troubled debt restructurings (“TDR”). Osthmount, $3,911 was performing in
accordance with the modified terms. All TDRs arasidered impaired loans in the calendar year of thetructuring. In subsequent years, a
TDR may cease being classified as impaired if tla@ was modified at a market rate at the time dliffeation and has performed according
to the modified terms for at least six months. Arldhat has been modified at a below market rdteatiirn to performing status if it satisfies
the six-month performance requirement; howevaenjlitremain classified as impaired.

The following is an analysis of loans modified itraubled debt restructuring by type of concesswrthe three and six months ended
June 30, 2012. There were no modifications thatlired forgiveness of debt.

TDRs in
compliance
with their TDRs that
modified
terms and are not
accruing accruing
Three months ended June 30, 20. interest interest Total
Extended under forbearance $ 0 $ 14¢& $ 14¢&
Multiple extensions resulting from financial diftitty 10z 0 10z
Interes-rate reduction 25E 0 25E
Total $  35€ $ 14t $ 503
TDRs in
compliance
with their TDRs that
modified
terms and are not
accruing accruing
Six months ended June 30, 20 interest interest Total
Extended under forbearance $ 0 $ 14¢& $ 14¢E
Multiple extensions resulting from financial difitty 10z 0 10z
Interes-rate reduction 347 0 347
Total $ 45C $ 14E $ 59¢
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

Troubled Debt Restructurings (continued)

The following table provides, by class, the numiiidoans and leases modified in troubled debt vettirings and the recorded investments
and unpaid principal balances during the threesanchonths ended June 30, 2012.

TDRs in compliance with their

modified terms and accruing TDRs that are not
Three months ended June 30, 2012 interest accruing interest
Number Number
Recorded Recorded
of Loans Investment of Loans Investment
Commercial and industrial 0 $ 0 0 $ 0
Commercial real esta 0 0 0 0
Constructior 0 0 0 0
Manufactured housin 7 35¢ 0 0
Residential real esta 0 0 1 14t
Consume 0 0 0 0
Total 7 $ 35¢€ 1 $ 14t
TDRs in compliance with their
modified terms and accruing TDRs that are not
Six months ended June 30, 2012 interest accruing interest
Number Number

Recorded Recorded
of Loans Investment of Loans Investment
Commercial and industrial 0 $ 0 0 $ 0
Commercial real esta 0 0 0 0
Constructior 0 0 0 0
Manufactured housin 9 45C 0 0
Residential real esta 0 0 1 14t
Consume 0 0 0 0
Total 9 $ 45(C 1 $ 14t

N
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

Troubled Debt Restructurings (continued)
As of June 30, 2012 and 2011, there were no comenitsrto lend additional funds to debtors whose sdrave been modified in troubled d
structuring.

All loans and leases modified in troubled debtriettirings are evaluated for impairment. The natume extent of impairment of TDRs,
including those which have experienced a subsediefatilt, is considered in the determination ohppropriate level of allowance for credit
losses. There were no specific reserves resultorg the addition of TDR modifications, and thereeveo TDRs with subsequent defaults in
the three and six month periods ended June 30, 20dJune 30, 2011.

Credit Quality Indicators

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

The following presents the credit quality table®bdune 30, 2012 and December 31, 2011 for thecowared loan portfolio.

June 30, 2012

Commercial

Commercial Residential
and

Industrial Real Estate Construction Real Estate
Pass/Satisfactory $ 68,99¢ $423,92! $ 8,71¢ $ 88,98¢
Special Mentior 2,02¢ 11,65¢ 587 247
Substandar 821 21,28: 2,611 2,30¢
Doubtful 297 1,51 1,07(¢ 0
Total $ 72,14 $458,37 $ 12,98¢ $ 91,53¢

Manufactured

Mortgage
Consumet Warehouse Housing

Performing $ 2,33¢ $801,99: $ 98,14¢

Nonperforming (1 63 0 0

Total $ 2,407 $801,99: $ 98,14¢

(1) Includes loans that are on nonaccrual status drdp@sninety days of more at June 30, 2(
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

(1)

Pass/Satisfactory
Special Mentior
Substandar
Doubtful

Total

Performing
Nonperforming (1
Total

December 31, 2011

Commercial :
° Commercial Residential
and
Industrial Real Estate Construction Real Estate
$ 61,85 $307,73: $ 9,314 $ 50,51
57 13,40: 237 0
7,50¢ 29,27¢ 4,34¢ 2,95¢
32z 1,66 1,371 0
$ 69,73¢ $352,07 $ 15,27 $ 53,47¢
Manufactured
Mortgage
Consumel Warehouse Housing
$ 2,171 $619,31¢ $ 104,56!
40 0 0
$ 2,211 $619,31¢ $ 104,56!

Includes loans that are on nonaccrual status ardegsninety days of more at December 31, 2
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)
The following presents the credit quality tableoadune 30, 2012 and December 31, 2011 for thereosMoan portfolio.

June 30, 2012

Commercial

Commercial Residential
and

Industrial Real Estate Construction Real Estate
Pass/Satisfactory $ 9,94C $ 29,42¢ $ 2,95 $ 14,88
Special Mentior 1,744 222 4,057 2,567
Substandar 63¢ 16,24¢ 23,84¢ 2,751
Doubtful 0 0 0 0
Total $ 12,32 $ 45,89: $ 30,85¢ $ 20,20¢

Manufactured

Housing

Performing $ 3,83

Nonperforming (1 17¢

Total $ 4,017

(1) Includes loans that are on nonaccrual status drdp@sninety days or more at June 30, 2!
December 31, 2011
C ial )
ommeres Commercial Residential
and

Industrial Real Estate Construction Real Estate
Pass/Satisfactory $ 10,92¢ $ 29,89: $ 553¢ $ 16,47¢
Special Mentior 1,77¢ 1,63 7,641 45E
Substandar 37¢ 17,26¢ 24, 74¢ 5,563¢
Doubtful 0 0 0 0
Total $ 13,08 $ 48,78¢ $ 37,92¢ $ 22,46

Manufactured

Housing

Performing $ 3,857

Nonperforming (1 15E

Total $ 4,01C

(1) Includes loans that are on nonaccrual status drdp@sninety days or more at December 31, 2
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

Allowance for loan and lease loss

The changes in the allowance for loan and leaseofor the three and six months ended June 3@, [&0Iban segment based on impairment

method:
Commercial
Commercial Residentia
and
Three months ended June 30, 20. Industrial Real Estate Construction Real Estate
Beginning Balance, April 1, 2012 $ 1,46¢ $ 7,117 $ 5,09¢ $ 77t
Chargt-offs 0 (93¢ (979 179
Recoveries 66 14 0 1
Provision for loan and lease los: (27) 2,07z 232 482
Ending Balance, June 30, 20 $ 1,502 $ 8,26¢€ $ 4,352 $ 1,08(
Manufactured
Mortgage
Three months ended June 30, 2012 (continue Housing Consumel Warehouse Unallocatec Total
Beginning Balance, April 1, 2012 $ 33 $ 95 $ 765 $ 54 $15,40(
Charg-offs 0 (10 0 0 (2,10¢)
Recoveries 0 5 0 0 86
Provision for loan and lease los: 8 (16) 39 (54) 2,73¢
Ending Balance, June 30, 20 $ 41 $ 74 $ 802 $ 0 $16,11¢
Commercial
Commercial Residentia
and
Six months ended June 30, 20. Industrial Real Estate Construction Real Estate
Beginning Balance, January 1, 2012 $ 1,441 $ 7,02¢ $ 4,65¢ $ 844
Chargeoffs (34) (1,149 (2,19) (200)
Recoveries 66 50 0 5
Provision for loan and lease los: 30 2,33( 1,88 431
Ending Balance, June 30, 20 $ 1,502 $ 8,26¢€ $ 4,352 $ 1,08(
Manufactured
Mortgage

Six months ended June 30, 2012 (continue Housing Consumel Warehouse Unallocatec Total
Beginning Balance, January 1, 2012 $ 18 $ 61 $ 92¢ $ 54 $15,03:
Charge-offs 0 (10 0 0 (3,579
Recoveries 0 5 0 0 12€
Provision for loan and lease los: 23 18 (127) (54) 4,53¢
Ending Balance, June 30, 20 $ 41 $ 74 $ 802 $ 0 $16,11¢
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

The changes in the allowance for loan and leaseofor the three and six months ended June 3Q, [20Iban segment based on impairment

method:
Commercial Residentia
Commercial
and Real
Three months ended June 30, 20. Industrial Real Estate Construction Estate
Beginning Balance, April 1, 2011 $ 2,04¢ $ 11,18 $ 2,13¢ $ 81¢€
Chargeoffs (1,467) (3,73) (914 (105)
Recoveries 6 0 2 0
Provision for loan and lease los: 1,35¢ (275) 1,25 89¢€
Ending Balance, June 30, 20 $ 1,94¢ $ 7,17 $ 2,47¢ $ 1,60
Manufactured
Mortgage
Three months ended June 30, 2011 (continue Housing Consumel Warehouse Unallocatec Total
Beginning Balance, April 1, 2011 $ 0 $ 12 $ 507 $ 60C $17,29¢
Charg-offs 0 0 0 0 (6,21))
Recoveries 0 1 0 0 9
Provision for loan and lease los: 39 7 82 (510 2,85(
Ending Balance, June 30, 20 $ 39 $ 20 $ 58¢ $ 90 $13,94¢
Commercial
Commercial Residentia
and
Six months ended June 30, 20. Industrial Real Estate Construction Real Estate
Beginning Balance, January 1, 2011 $ 1,66z $ 9,152 $ 2,12 $ 1,11¢
Chargeoffs (1,467 (4,209 (1,069) (105)
Recoveries 6 5 2 0]
Provision for loan and lease los: 1,73¢ 2,22¢ 1,41¢ 59¢€
Ending Balance, June 30, 20 $ 1,94¢ $ 7,17 $ 2,47¢ $ 1,60
Manufactured
Mortgage
Six months ended June 30, 2011 (continue Housing Consumel Warehouse Unallocatec Total
Beginning Balance, January 1, 2011 $ 0 $ 11 $ 465 $ 59¢€ $15,12¢
Chargeoffs 0 4) 0 0 (6,847)
Recoveries 0 1 0 0 14
Provision for loan and lease los: 39 12 124 (50€) 5,65(
Ending Balance, June 30, 20 $ 39 $ 20 $ 58¢ $ 90 $13,94¢
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

The following tables summarize the loans and alloseafor loan losses by loan segment based on thaiiment method as of June 30, 2012:

June 30, 201

Loans:
Individually evaluated for impairme
Collectively evaluated for impairme
Loans acquired with credit deteriorati
Total

Allowance for loan and lease losses:
Individually evaluated for impairme
Collectively evaluated for impairme
Loans acquired with credit deteriorati

Total

June 30, 2012 (continuec

Loans:
Individually evaluated for impairme
Collectively evaluated for impairme
Loans acquired with credit deteriorati
Market discounts/premiums/valuation
adjustment:
Total

Allowance for loan and lease losse
Individually evaluated for impairme
Collectively evaluated for impairme
Loans acquired with credit deteriorati
Total

Commercial

Ind

and

ustrial

3,23:
68,217
12,25;

83,69:

481
86¢
154

1,50¢

Manufactured

Housing

$

0
96,71
9,097

0

105,81(

0
41
0

41

30

Residentia

Commercial
Real
Real Estate Construction Estate
$ 25,64¢ $ 14,30¢ $ 1,75¢
405,63: 7,80¢ 89,617
77,37¢ 23,20:¢ 22,418
$ 508,65¢ $ 45,32 $ 113,78
$ 1,651 $ 3,007 $ 45
4,99 181 994
1,62( 1,164 41
$ 8,26¢ $ 4,352 $ 1,08(

Mortgage

Consumel Warehouse Total
$ 83 $ 0 $ 45,02¢
5,141 801,99 1,475,11
722 0 145,06t
0 0 (14,340
$ 5,94¢ $ 801,99 $1,650,87!
$ 0 $ 0 $ 5,18¢
57 802 7,93¢
17 0 2,99¢
$ 74 $ 802 $ 16,11¢
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

The following table summarizes the loans and allosesfor loan losses by loan segment based on thaiiment method as of December 31,
2011

Commercial )
Commercial Residential Rea
and
December 31, 201 Industrial Real Estate Construction Estate
Loans:
Individually evaluated for
impairment $ 7,77¢ $ 32,62¢ $ 16,14 $ 1,217
Collectively evaluated for
impairment 59,74: 287,83¢ 11,86: 52,85¢
Loans acquired with credit
deterioratior 15,017 87,68 30,59( 23,35:
Total $ 82,53 $ 408,14 $ 58,59¢ $ 77,42(
Allowance for loan and lease losse
Individually evaluated for
impairment $ 42€ $ 2,043 $ 2,98¢ $ 19t
Collectively evaluated for
impairment 911 4,06: 20¢ 554
Loans acquired with credit
deterioratior 104 92C 1,461 94
Total $ 1,441 $ 7,03( $ 4,65¢ $ 843
Manufactured
Mortgage
December 31, 2011 (continue: Housing Consumel Warehouse Unallocatec Total
Loans:
Individually evaluated for
impairment $ 0 $ 22 $ 0 $ 0 $ 57,77
Collectively evaluated for
impairment 102,87t 6,213 619,31¢ 0] 1,140,711
Loans acquired with credit
deterioratior 10,59: 33¢ 0 0 167,56¢
Market
discounts/premiums/valuz
adjustment: (23,519 (23,519
Total loans $ 113,46¢ $ 6,56¢ $ 619,31t $ (23,519 $1,342,54
Allowance for loan and lease
losses:
Individually evaluated for
impairment $ 0 $ 22 $ 0 $ 0 $ 5,67¢
Collectively evaluated for
impairment 1 39 92¢ 54 6,76(
Loans acquired with credit
deterioratior 17 0 0 0 2,59¢
Total $ 18 $ 61 $ 92¢ $ 54 $ 15,03:
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

The non-covered manufactured housing portfolio pracghased in August 2010. A portion of the purchasse may be used to reimburse the
Bank under the specified terms in the Purchase&xgeat for defaults of the underlying borrower atfteo specified items. Each quarter,
these funds are evaluated to determine if they evbalsufficient to absorb probable losses withenrttanufactured housing portfolio. At
June 30, 2012, funds available for reimbursemé&nggessary, were $5,045; and the Bancorp hasndieid that these funds were sufficient
to absorb probable losses.

The changes in the accretable yield for prior laequisitions for the three and six months ende@ By 2012 and 2011 were as follows:

For the three months ended June 3 2012 2011

Balance, beginning of period $44,70: $6,22(
Accretion to interest inconr 0 (503
Reclassification from nonaccretable difference disposals, ne (1,479 0
Balance, end of peric $43,23( $5,71i
For the six months ended June 3 2012 2011

Balance, beginning of period $45,35¢ $7,17¢
Accretion to interest incorr (2,059 (1,030
Reclassification from nonaccretable difference disposals, ne (69) (429
Balance, end of peric $43,23( $5,71i
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES - (continued)

FDIC Loss Sharing Receivable

Prospective losses incurred on covered loans myiblelfor partial reimbursement by the FDIC. Sulpsent decreases in the amount expected
to be collected result in a provision for loan deake losses, an increase in the allowance fordodrease losses, and a proportional
adjustment to the FDIC loss sharing receivabldterestimated amount to be reimbursed. Subsequenetises in the amount expected to be
collected result in the reversal of any previousigorded provision for loan and lease losses datedeallowance for loan and lease losses
and adjustments to the FDIC loss sharing receivablaccretion of certain fair value amounts imtterest income in future periods if no
provision for loan and lease losses had been redord

The following table summarizes the activity relatedhe FDIC loss sharing receivable for the thamé six months ended June 30, 2012 and
2011:

Three months ended June 3 2012 2011

Balance, beginning of period $14,14¢ $16,22¢
Change in FDIC loss sharing receiva (449) 80C
Reimbursement from the FDI (1,329 (4,39%)
Balance, end of peric $12,37¢ $12,63¢
Six months ended June 3 2012 2011

Balance, beginning of period $13,077 $16,70:
Change in FDIC loss sharing receiva 741 1,70¢
Reimbursement from the FDI (1,447) (5,777%)
Balance, end of peric $12,37¢ $12,63¢

NOTE 7 — SHAREHOLDERS’ EQUITY

On May 8, 2012, the Bancorp announced that, dmestdet conditions, it had postponed its initial peibffering of voting common stock.
Costs related to this postponed offering in the amof $1,340 were expensed in the quarter endeel 30, 2012.

On September 30, 2011, the Bancorp sold 419,00@sloh common stock and 565,848 shares of ClaserB\oting Common Stock at
$13.20 per share with total proceeds of $13,000.

During the first quarter of 2011, the Bank soldrslsaof its common stock and Class B Néoting Common Stock to certain investors. Giv
effect to the Reorganization, the Bancorp (as ssmreto the Bank) issued, in connection with trassaction, 668,527 shares of common
stock and 363,140 shares of Class B Non-Voting Com8tock at $12.00 per share and 210,916 shammwhon stock and 146,310 shares
of Class B Non-Voting Common Stock to the Bancoipiestors at $10.50 per share. The proceeds fméfening costs, were $15,500.
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NOTE 8 — STOCK BASED COMPENSATION
Restricted Stock Uni

Due to the Bancorp’s significant growth and evauotas a bank since 2009, which included raisingertfzen $100,000 in equity, increasing
assets to over $2,000,000 and significantly indngasur equity base, in February 2012, the Compers&ommittee recommended and the
board of directors approved a restricted stock rdyeogram that provided for the grant of restdcséock units to certain directors and senior
executives of Customers Bancorp and Customers Bamkuant to the program, restricted stock unitd 85,189 shares of Voting Common
Stock and 211,640 shares of Class B Non-Voting Com8tock were granted on February 16, 2012 purgoaht 2004 Plan. Of this
amount, certain officers received restricted stawits for 169,313 shares of Voting Common Stock 20t 640 shares of Class B Nwiting
Common Stock in the aggregate and non-employeetdisereceived 15,876 shares of Voting Common Siothe aggregate. One
requirement for vesting is that the recipient @& thstricted stock units remains an employee ectbr through December 31, 2016. The
restricted stock units held by an employee or direare forfeited if he or she ceases to be an @yapl or director prior to that date. The
second vesting requirement for each award (botht briset to vest) is that the Bancayoting Common Stock trades at a price greater
$18.90 per share (adjusted for any stock splittaok dividends) for at least 5 consecutive tradiags during the five year period ending
December 31, 2016. If the restricted stock units e recipient will receive shares of the Baptocommon stock on December 31,

2016. However, upon a change in control resultmgriy one shareholder owning more than 24.9% obfth&tanding stock of Customers
Bancorp prior to December 31, 2016, all restrictextk units held by employees and directors auticalst vest, and shares of our common
stock will be issued at that time.

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

Participants under the Bonus Recognition and Rieteftrogram (“BRRP”) were eligible to make elecsamder the BRRP with respect to
their bonuses for 2011, which were payable in its¢ quarter of 2012. As a result, in February 2Cdr2aggregate of 63,326 restricted stock
units were allocated to the annual deferral account

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

The table below presents the status of the restristock/units at June 30, 2012 and changes dR@ih3.

Weighted-
Restricted average

Stock Unit: Price
Outstanding at January 1, 2012 35,28¢ $ 12.0C
Granted 517,18t 12.5:
Vested 0 0.0C
Cancelec 0 0.0C
Outstanding at June 30, 20 552,47! $  12.5C

Unrecognized compensation expense related to thested restricted stock units was $5,954 at Jupn2@IR2 and is expected to be recogn
through December 31, 2016.
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NOTE 8 — STOCK BASED COMPENSATION — (continued)

Stock Option Plans

During 2010, the shareholders of Customers Bankaaeg the 2010 Stock Option Plan (“2010 Plan”) vahicas subsequently amended to
reflect the September 17, 2011 Plan of Merger asatganization approved by the shareholders of Gueste Bank and during 2012, the
shareholders of the Bancorp approved and ratifieddmendment and Restatement of the Amended artdtBé2004 Incentive Equity and
Deferred Compensation Plan (“2004 Plan”). The psepaf these plans is to promote the success arahealthe value of the Bancorp by
linking the personal interests of the members efBbard of Directors and Customers Bank’s employefisers, and executives to those of
the Bancorp’s shareholders, providing such indigldwith an incentive for outstanding performancterider to generate superior returns to
shareholders of the Bancorp. The 2010 and 2004 Rlamintended to provide flexibility to the Bangadnm its ability to motivate, attract and
retain the services of members of the Board of dines, employees, officers and executives of CusterBank. Stock options granted
normally vest on the third or fifth anniversarytbé grant date if the fully diluted tangible boakiwe increased by 50% for the 2010 Plan and
three years for the 2004 Plan if the fully dilutadgible book value has increased by 50%.

The 2010 and 2004 Plans are administered by thep€osation Committee of the Board of Directors. Z820 Plan provides exclusively for
the grant of stock options, some or all of whichyrba structured to qualify as Incentive Stock Omiico employees, officers, executives and
directors. The maximum number of shares of commcksand Class B Non-Voting common stock which rhayssued under the 2010 Plan
is the lesser of (a) 15% of the number of sharempnfmon stock and Class B Non-Voting common steskeéd in consideration of cash or
other property after December 31, 2009, or (b) 3,334 shares. The 2004 Plan provides for the grfamptions, some or all of which may be
structured to qualify as Incentive Stock Optiongrdinted to employees, stock appreciation rigf88\RS"), restricted stock and unrestricted
stock to employees, officers, executives and mesbiethe Board of Directors. The maximum numbestwdres of common stock and Clas
Non-Voting common stock which may be issued unde2®@4 Plan is 500,000 shares.

During the six months ended June 30, 2012, the @argranted to employees options to purchase 3kb&f&s of common stock at a
weighted-average exercise price of $12.60 per sfidue stock options vest on the fifth anniversdtgrehe date of grant if the fully diluted
tangible book value has increased by 50%.

During the six months ended June 30, 2012, the @arestimated the fair value of each option granthe date of grant using the Black-
Scholes option pricing model with the following \ghted-average assumptions:

June 30, 201
Risk-free interest rates 0.87%
Expected dividend yiel 0.0(%
Expected volatility 20.00%
Expected lives (year: 7
Weightec-average fair value of options gran $ 2.94
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NOTE 8 — STOCK BASED COMPENSATION — (continued)

The following summarizes stock option activity unttee Bancorp’s stock option plans at June 30, 2012

Weighted-
average
Weightec- remaining
contractual Aggregate
average
Number exercise term intrinsic
of shares price in years value
Outstanding, January 1, 2012 1,127,65: $ 11.0C
Issuec 31,66¢ 12.6(
Adjustments (1 67,09:
Forfeited (339 30.6¢
Outstanding, June 30, 20 1,226,07! $ 11.1¢ 5.1¢ $ 1,26f
Options exercisable at June 30, 2! 6,27- $ 317 3.4i $ 0

(1) The adjustment above represents error corretibe cancellation of the directors’ options #mconversion of the voting stock
options to no-voting stock options

Unrecognized compensation expense related to thested stock options was $2,530 at June 30, 20d Zsazxpected to be recognized
through February 28, 2017.

The September 17, 2011 and the September 30, Zibhe awards to Mr. Sidhu totaling 160,884 sharese cancelled on March 6, 2012,
and new options to purchase the same number odsb&iClass B Non-Voting common stock upon the sgmmas (including the same
exercise price and expiration date) were issued.CEmcellation and grant were done to correct adviartent mistake of originally awarding
these as options to purchase shares of voting constock. There was no impact to the total numbestaxtk option shares from this
adjustment.

The aggregate intrinsic value in the table abopeagents the total pre-tax intrinsic value (théetdénce between the Bancorp’s latest sale
price of $11.75 and the exercise price) multipbgdhe number of in-the-money options.

NOTE 9 — REGULATORY MATTERS

The Bank and the Bancorp are subject to variouslasgyy capital requirements administered by thiefal banking agencies. Failure to meet
the minimum capital requirements can initiate dartaandatory and possibly additional discretionacgions by regulators that, if undertak
could have a direct material effect on the Bancogwnsolidated financial statements. At June 3022the Bank and the Bancorp met all
capital adequacy requirements to which they argesub
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NOTE 9 — REGULATORY MATTERS - (continued)

The Bancorp’s and the Bank’s capital amounts atidsat June 30, 2012 and December 31, 2011 asened below:

As of June 30, 2012:
Total capital (to risk weighted assets)
Customers Bancorp, Inc.
Customers Bank
Tier 1 capital (to risk weighted assets)

Customers Bancorp, Inc.
Customers Bank
Tier 1 capital (to average assets)

Customers Bancorp, Inc.
Customers Bank
As of December 31, 2011:

Total capital (to risk weighted assets)
Customers Bancorp, Inc.

Customers Bank
Tier 1 capital (to risk weighted assets)

Customers Bancorp, Inc.
Customers Bank
Tier 1 capital (to average assets)

Customers Bancorp, Inc.
Customers Bank

To Be Well Capitalized

Under
For Capital Adequacy Prompt Corrective Action
Actual Purposes Provisions

Amount  Ratio Amount Ratio Amount Ratio
$171,15! 10.1% = $13459° = 8.0% = N/A N/A
$170,80° 10.1¢% = $134,52: = 8.0% = 168,15¢ = 10.C%
$154,18. 9.1€% = $ 67,29¢ = 4.0% = N/A N/A
$153,83¢ 9.1f% = $ 67,26: =2 40% = 100,89 = 6.0%
$154,18: 745% = $ 82,737 2 4.0% = N/A N/A
$153,83¢ 743% = $ 82,78 = 4.0% = 103,488 = 5.0%
$162,22¢ 11.4% = $113,50¢ = 8.(% = N/A N/A
$157,22¢ 11.06% = $113,50: = 8.% = 141,88( = 10.C%
$146,39¢ 103:% = $ 56,75: = 4.0% = N/A N/A
$141,398 9.97% = $ 56,75. = 40% = 85,12¢ = 6.0%
$146,39¢ 75¢% = $ 77,16¢ = 40% = N/A N/A
$141,39! 7.3:% = $ 77,16t = 40% = 96,457 = 5.0%
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NOTE 10 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

The Bancorp uses fair value measurements to réaordalue adjustments to certain assets and tatie the fair value of its financial
instruments. FASB ASC 82Fjnancial Instruments requires disclosure of the estimated fair vali@noentity’s assets and liabilities
considered to be financial instruments. For thed®gm as for most financial institutions, the méjoof its assets and liabilities are conside
to be financial instruments. However, many of simstruments lack an available trading market asasttarized by a willing buyer and
willing seller engaging in an exchange transacti@r. fair value disclosure purposes, the Bancaijzed certain fair value measurement
criteria under the FASB ASC 82Bair Value Measurements and Disclosures explained below. The following methods andieggions
were used to estimate the fair values of the Basisdinancial instruments at June 30, 2012 and Béxer 31, 2011:

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

Investment Securities:

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

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

Interest-Only Strips :

To obtain fair values, quoted market prices arelifsavailable. Quotes are generally not availdbtanterests that continue to be held by the
transferor, so the Bancorp generally estimates/&lire based on the future expected cash flomnattd using management’s best estimates
of the key assumptions — credit losses and disc@aies commensurate with the risks involved. AeJ80, 2012, the Bancorp had interest-
only strips measured at fair value on a recurriagifclassified within Level 3.

38



Table of Contents

CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S
(Dollars in thousands except for per share data)

NOTE 10 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS - (continued)

Loans receivable held for sale:

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

Loans receivable:

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

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

fair values are based on carrying values.

Impaired loans:

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

FDIC loss sharing receivable

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

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

Other Real Estate Owned:

The fair value of OREO is determined using apptsjsghich may be discounted based on managemevisw and changes in market
conditions (Level 3 Inputs). All appraisals mustgezformed in accordance with the Uniform Standafddrofessional Appraisal Practice
(“USPAP"). Appraisals are certified to the Bancamm performed by appraisers on the Bancorp’s aggréist of appraisers. Evaluations are
completed by a person independent of managemeatcdititent of the appraisal depends on the complekihe property. Appraisals are
completed on a “retail value” and an “as is value”.
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NOTE 10 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS - (continued)

Accrued interest receivable and payable
The carrying amount of accrued interest receivahtitaccrued interest payable approximates ityvédire.

Deposit liabilities :

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

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

Borrowings :

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

Subordinated debt:

Fair values of subordinated debt are estimatedyudistounted cash flow analysis, based on markes currently offered on such debt with
similar credit risk characteristics, terms and rigrimg maturity.

Off-balance sheet financial instruments:

Fair values for the Bancorp’s off-balance sheerfitial instruments (lending commitments and letéiredit) are based on fees currently
charged in the market to enter into similar agre@s)daking into account the remaining terms ofafjgeeements and the counterparties’ credit
standing.
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NOTE 10 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS - (continued)

The following information should not be interpret@slan estimate of the fair value of the entireddam since a fair value calculation is only
provided for a limited portion of the Bancorp’s eiss Due to a wide range of valuation techniquesthe degree of subjectivity used in
making the estimates, comparisons between the Baisadisclosures and those of other companies map& meaningful.

The estimated fair values of the Bancorp’s finahicistruments were as follows at June 30, 2012R@ecember 31, 2011.

Fair Value Measurements at June 30, 2012

Quoted

Prices in

Active

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

Assets:
Cash and cash equivalel $ 122,05: $ 122,05: $122,05. $ 0 % 0
Investment securities, available for sale 134,75 134,75 6 107,91¢ 26,83t
Loans held for sal 283,53! 283,53! 0 283,53! 0
Loans receivable, ni 1,634,75: 1,670,46: 0 0 1,670,46.
FDIC loss sharing receivakb 12,37¢ 12,37¢ 0 12,37¢ 0
Bank-owned life insuranc 39,90: 39,90: 0 39,90: 0
Restricted stoc 20,12¢ 20,12¢ 0 20,12¢ 0
Accrued interest receivab 1,862 1,862 1,86% 0 0
Liabilities:
Deposits $1,929,86: $1,954,78:; $ 0 $1,954,78; $ 0
Federal funds purchas 5,00( 5,00( 5,00( 0 0
Other borrowing 178,00( 178,12¢ 0 178,12¢ 0
Subordinated det 2,00( 2,00( 0 2,00( 0
Accrued interest payab 1,33¢ 1,33¢ 1,33¢ 0 0

(1) Includes an interest only strip security of $2,€
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S
(Dollars in thousands except for per share data)

NOTE 10 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS - (continued)

December 31, 2011

Carrying

Amount Fair Value
Assets:
Cash and cash equivalel $ 73,57( $ 73,57(
Investment securities, available for sale 79,137 79,137
Investment securities, held to matui 319,54’ 330,80¢
Loans held for sal 174,99¢ 174,99¢
Loans receivable, ni 1,327,50! 1,339,63.
FDIC loss sharing receivakb 13,071 13,071
Bank-owned life insuranc 29,26¢ 29,26¢
Restricted stoc 21,81¢ 21,81¢
Accrued interest receivab 5,011 5,011
Liabilities:
Deposits $1,583,18! $1,610,97
Federal funds purchas 5,00( 5,00(
Subordinated det 2,00(¢ 2,00
Borrowings 331,00t 332,84
Accrued interest payab 1,47¢ 1,47¢

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

In accordance with FASB ASC 820, Fair Value Measwgsts and Disclosures, the fair value of a findringtrument is the price that would
be received to sell an asset or paid to transfiabaity in an orderly transaction between margatticipants at the measurement date. Fair
value is best determined based upon quoted mariceispHowever, in many instances, there are ndegumarket prices for the Bancorp’s
various financial instruments. In cases where gliatarket prices are not available, fair valuesbtased on estimates using present value or
other valuation techniques. Those techniques grefisiantly affected by the assumptions used, idicig the discount rate and estimates of
future cash flows. Accordingly, the fair value esites may not be realized in an immediate settleofahe instrument.

The fair value guidance provides a consistent @&fimof fair value, focusing on an exit price in arderly transaction (that is, not a forced
liquidation or distressed sale) between markeiq@pants at the measurement date under currentahaokditions. If there has been a
significant decrease in the volume and level afvégtfor the asset or liability, a change in vaiioa technique or the use of multiple valuation
technigues may be appropriate. In such instane¢srrdining the price at which willing market paip@nts would transact at the measurer
date under current market conditions depends ofattise and circumstances and requires the usgoifisant judgment. The fair value is a
reasonable point within the range that is mostasgmtative of fair value under current market ctooi.
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NOTE 10 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL

Level 1:
Level 2:

Level 3:

the asset or liability

supported with little or no market activity

INSTRUMENTS - (continued)

Unadjusted quoted prices in active markets thateacessible at the measurement date for identinegstricted assets or liabilitie
Quoted prices in markets that are not active, putsithat are observable either directly or indiyedor substantially the full term

Prices or valuation techniques that require injhes are both significant to the fair value measest and unobservable (i.e.,

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

For financial assets measured at fair value orarneg and nonrecurring basis, the fair value meaments by level within the fair value

hierarchy used at June 30, 2012 and December 31,&6re as follows:

1)

Recurring fair value measurements
Available-for-sale debt securitie
U.S. Treasury and government age
Mortgage¢backed securities (:
Asse-backed securitie
Corporate note
Municipal securitie:
Equities
Total recurring fair value measureme

Nonrecurring fair value measurements
Impaired loans, net of specific reserves of $5,
Other real estate owni

Total nonrecurring fair value measureme

Includes an interest only strip security of $2,€

43

June 30, 2012
Fair Value Measurements at the End of the Reporting

Period Using
Quoted
Prices in
Active Significant
Markets for Other Significant
Observable Unobservable
Identical
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
$ 0 $ 0 $ 0 $ 0
0 105,27¢ 2,632 107,90¢
0 582 0 582
0 0 24,20: 24,20:
0 2,05¢ 0 2,05¢
6 0 0 6
$ 6 $107,91¢ $ 26,83¢ $134,75°
$ 0 $ 0 $ 9,72¢ $ 9,72t
0 0 1,27¢ 1,27¢
$ 0 $ 0 $ 11,00: $ 11,00:
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S
(Dollars in thousands except for per share data)

NOTE 10 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS - (continued)

December 31, 2011
Fair Value Measurements at the End of the Reporting

Period Using
Quoted
Prices in
Active Significant
Markets for Other Significant
Observable Unobservable
Identical
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
Recurring fair value measurements
Available-for-sale debt securitie
U.S. Treasury and government age $ 0 $ 1,001 $ 0 $ 1,001
Mortgage¢backed securities (: 0 53,39¢ 2,89¢ 56,29:
Asse-backed securitie 0 627 0 627
Corporate note 0 0 19,21 19,21
Municipal securitie: 0 2,00( 0 2,00(
Total recurring fair value measureme $ 0 $ 57,02¢ $ 22,11 $79,13:
Nonrecurring fair value measurements
Impaired loans, net of specific reserves of $5, $ 0 $ 0 $ 15,57¢ $15,57¢
Other real estate owni 0 0 2,64¢ 2,64¢
Total nonrecurring fair value measureme $ 0 $ 0 $ 18,22% $18,22;

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

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

Mortgage-
backed Corporate

Securities Notes Total
Balance at April 1, 2012 $ 2,79( $19,54¢ $22,33¢
Total losses included in other comprehensive inc@veéore taxes 0 (349 (343
Amortization included in interest incon (15¢) 0 (15¢)
Purchase 0 5,00( 5,00(
Balance at June 30, 20 $ 2,632 $24,20! $26,83¢
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NOTE 10 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS - (continued)

The changes in Level 3 assets measured at faie wadwa recurring basis for the six months ended 30n 2012 are summarized as follows:
Mortgage-

backed Corporate
Securities Notes Total
Balance at January 1, 2012 $ 2,89/ $19,21% $22,11:
Total losses included in other comprehensive inc@eéore taxes 0 (14) (14)
Amortization included in interest incon (262) 0 (262)
Purchase 0 5,00( 5,00(
Balance at June 30, 20 $ 2,632 $24,20: $26,83¢

The Bancorp’s policy is to recognize transfers leetwlevels when events or circumstances warramfges. For the six months ended
June 30, 2012, there were no transfers among levels

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

Quantitative Information about Level 3 Fair Value Measurements (1)

Fair Value Valuation Unobservable Range (Weighted
June 30, 201 Estimate Technique Input Average) (4)
Impaired loans $ 9,72t  Collateral appraisal ( Liquidation expenses (  -3% t0-8% (-5.5%,
Other real estate owni 1,27¢  Collateral appraisal (  Liguidation expenses (  -3% t0-8% (-5.5%
I/O Strip 2,63z Discounted cash floo  Prepayment Rai 10.00%
Discount Rate 21.62%

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

(2) Obtained from independent third-parties apptosepraisers. Appraisals are current and in com@davith credit policy. The Bancorp
does not discount appraise

(3) Fair value is adjusted for costs to s

(4) Presented as a percentage of the value determynapipaisal
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NOTE 11 — LEGAL CONTINGENCIES

On November 15, 2010, the Bank filed suit agains®Solutions, Inc., (“OSI”) in the United Stateisttict Court for the Eastern District of
Pennsylvania, seeking damages for failure to assthe conversion of system and customer inforomagissociated with the former USA
Bank and requesting injunctive relief to compel @Bassist with the deconversion of the former LBakk’s systems. OSl filed
counterclaims against the Bank on November 24, 284€erting claims for breach of contract and bredicettlement agreement. In support
of its contract claim, OSI alleged that the Bangstamed” the former-USA Bank agreements and is bbyrtose agreements. OSI claimed
that it has sustained damages in excess of $lomillihe Bank disputed that it has any liabilitya8l. Prior to trial, OSI dismissed with
prejudice its settlement agreement claim. Trial tvelsl on February 24, 2011.

On March 7, 2011, the Court ruled against the Bamkin favor of OSI as follows: judgment was endeigainst the Bank on OSltlaim tha
the agreements between OSI| and USA Bank were asisbyriae Bank and judgment was entered againdain& on its claims against OSlI;
judgment was entered for OSI on its breach of emttrlaim under one agreement, in the amount of $16usand; the Court found there v
no breach of the second agreement by the Bank @pdaof of damages. OSI filed a motion for paymafiegal fees and costs associated
with litigation, which are estimated to be arou@d2bmillion. The Bank filed a motion with the Ditr Court to vacate the judgment and to
enter judgment in favor of the Bank on OSI’s courciem. In addition, the FDIC filed a motion to @mene in the litigation, and has also
sought dismissal of OSI's counterclaims on juriidital grounds. On May 3, 2011, the Court grantedRDIC’s motion to intervene, and
directed that OSI respond to the motion to disrtiisscounterclaim. On August 9, 2011, the Distriou@ granted the FDIC’s motion to
dismiss and vacated the judgment entered agam®&ahk. The Court denied the Bank’s post-trial oroths moot because of the Court’s
vacatur of the judgment. On September 2, 2011 fie8l a notice of appeal to the United States CotiAppeals for the Third Circuit, in
which OSI appeals from the Court’s August 9, 20XddD granting the FDIC’s motion to dismiss. On A@ii, 2012, however, OSI withdrew
its appeal, which left in place the District Coartlismissal of OSI's counterclaim and concludeditfgation between the parties.
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NOTE 12 — SUBSEQUENT EVENTS

On August 10, 2012, Customers Bancorp Inc. annaltieeentry into a definitive agreement to acquieemerger CMS Bancorp (CMS
Bancorp), White Plains, New York and ultimately Ci&8nk. CMS Bank, with five branches, serves WestgreCounty, New York, and the
surrounding areas.

The total transaction value is approximately $20,&d the agreement provides for CMS Bancorp badeers to receive shares of
Customers Bancorp voting common stock based up@xemange ratio to be determined as the quotiei} tife CMS Valuation, divided by
(i) the Customers Valuation, with fractional stmte be cashed out. The “CMS Valuation” will bectdhted as 95% of CMS Bancorp’s
common stockholders’ equity as of the month endrga the closing, while the “Customers Valuatiawifl be calculated as 125% of
Customer Bancorp’s modified stockholder equity e month end prior to closing. Modified stocktieis’ equity is defined as June 30,
2012 book value plus additions to retained earnihgsugh the month-end prior to closing. Sharesddsy Customers Bancorp in capital
raises and purchase accounting adjustments fronotéiey acquisitions will not be included in caldirlg modified stockholders’ equity. By
way of example, based on the March 31, 2012 boalevger share of CMS Bancorp and the June 30, guidified stockholders’ equity of
Customers Bancorp, $11.75 and $13.99, respectitredyexchange ratio would be 0.6383. The foregoaigulation is provided as an exam
only, and does not purport to be the actual exchaato. The actual exchange ratio will likely hffetent at closing.

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

Loan Portfolio Acquisitior

On July 24, 2012, the Bancorp paid $63,246 to aequanufactured housing loans from Vanderbilt Magtg and Finance Inc. at par. These
loans were originated by Tammac Holding Corporafidmmmac”), and will be serviced by Tammac on Bancorps behalf. Approximatel
85% of the loans are chattel, with the other 15p6egenting real estate. The loans carry an 11.3%arorate, where Tammac earns a 2.0%
servicing fee and also retains the rights to a 20%trip in relation to this pool of loans. Thdlfiecourse for losses on these loans resides
with Tammac.

Private Offering of Securitie

In July 2012, as part of an ongoing private offgraf securities to accredited investors which ismagt from registration pursuant to section 4
(2) of the Securities Act of 1933, as amended,Rnig¢ 506 of Regulation D promulgated thereunder Bancorp sold 75,769 shares of
common stock at a price of $13.99 per share t@tbrésting shareholders which resulted in proceé@d,060. This quarterly report shall not
constitute an offer to sell or the solicitationaof offer to buy, nor shall there be any sale of¢hgecurities in any state in which such offer,
solicitation or sale would be unlawful prior to tregistration or qualification under the securil@ss of any such state.

47



Table of Contents

ITEM 2.  Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Cautionary Note Regarding Forward-Looking Statement

This report and all attachments hereto as welklasravritten or oral communications made from tiiméime by Customers Bancorp may
contain certain forward-looking information withilne meaning of the Securities Act of 1933, as areéndnd the Securities Exchange Act of
1934, as amended. These statements relate to uargs or future predictions, including eventpr@dictions relating to future financial
performance, and are generally identifiable byube of forward-looking terminology such as “belisyeexpects,” “may,” “will,” “should,”
“plan,” “intend,” “anticipates,” “strategies” or ¢hnegative thereof or comparable terminology, odisgussion of strategy that involve risks
and uncertainties. These forward-looking statemargonly predictions and estimates regarding éutwents and circumstances and involve
known and unknown risks, uncertainties and othetofa, including the risks described under “Risktbes” that may cause actual results,
levels of activity, performance or achievementbaanaterially different from any future resultsyéés of activity, performance or
achievements expressed or implied by such forwaoltthg statements. This information is based ofouarassumptions that may not prove
to be correct. These forward-looking statementsabgect to significant uncertainties and contirges, many of which are beyond the
control of the Bancorp and the Bank. Although thpeetations reflected in the forward-looking stagems are currently believed to be
reasonable, future results, levels of activity f@@nance or achievements cannot be guaranteedrdiogly, there can be no assurance that
actual results will meet expectations or will netrnaterially lower than the results contemplatethis report and attachments hereto. You
cautioned not to place undue reliance on thesediahooking statements, which speak only as offdte of this report or, in the case of
documents referred to, the dates of those documidatther the Bancorp nor the Bank undertakes dnfigation to release publicly or
otherwise provide any revisions to these forwaikiog statements to reflect events or circumstaattes the date of this report or to reflect
the occurrence of unanticipated events, exceptagsha required under applicable law.

Managemens discussion and analysis represents an overvigledfnancial condition and results of operaticargd highlights the significa
changes in the financial condition and resultspErations, as presented in the accompanying caiased financial statements for Customers
Bancorp, Inc., a financial holding company, andiitelly owned subsidiaries, including Customers Béthe Bank”). This information is
intended to facilitate your understanding and assest of significant changes and trends relatégitgtomers Bancorp’s financial condition
and results of operations as of and for the thnekesix months ended June 30, 2012. All quarterty siR month information in this
Management’s Discussion and Analysis is unaudifed. should read this section in conjunction witha@ivagement's Discussion and
Analysis of Financial Condition and Results of Ggiem” for the year ended December 31, 2011 inaudeCustomers Bancorp’s filing on
Form 10-K for the fiscal year ended December 311202011 Form 10-K").

Any interim financial information for periods pritw September 17, 2011 contained herein refleatsahthe Bank as the predecessor enti
Customers Bancorp.

Critical Accounting Policies

Customers Bancorp has adopted various accountiiggsothat govern the application of accountinmgiples generally accepted in the
United States of America (US GAAP) and that arestsiant with general practices within the bankimdpistry in the preparation of its
financial statements. The Bancasignificant accounting policies are describellate 1 to its audited financial statements forythar ende
December 31, 2011 included in 2011 Form 10-K.

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

circumstances. Because of the nature of the judtgeem assumptions management makes, actual resultsdiffer from these judgments
and estimates, which could have a material impac¢he carrying values of its assets and liabilitied its results of operations. Actual results
could differ from these estimates. There have lm@ematerial changes in Customers Bancorp’s criicabunting policies, judgments and
estimates, including assumptions or estimationrtiegles utilized, as compared to those discloséZlistomers Bancorp’s 2011 Form 10-K.

Subsequent Events
For information about subsequent events, reféN@TE 12 — SUBSEQUENT EVENTS” in this Form 10-Q.
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Summary Information and Long-term Goals

The following table presents selected unauditegnfaial results for the six months ended June 302 20d the years ended December 31,
2011 and 2010 and our long-term goals for the gu@&nded June 30, 2013.

6 months ende

Long-term
Goals (1) Actual Results June 30,
2013 2010 (2) 2010 (3) 2011 2012

Return on average assets 0.90 to 1.00¥% -0.14% 3.4(% 0.24% .97%
Return on average equi 10.00 or great: -1.72 41.2¢ 3.5¢€ 12.6¢
Net interest margil 3.00to 3.2¢ 2.7C 2.7C 2.44 2.9t
Efficiency ratio 50.00 110.1¢ 110.1¢ 74.7(C 70.4¢
Loan to deposit rati 90.00 to 100.0 54.1( 54.1( 84.8( 100.2¢

(1) These long-term goals should not be regardeshasdication that Customers Bancorp consideredpw considers, them to be
necessarily predictive of actual future resultsl tese goals should not be relied upon as sudseloals were based necessarily on
the information prepared by Customers Bancorp uaiagriety of assumptions and estimates includiitiout limitation, those relatin
to the rate of organic growth by the Bank, interasts, industry performance, general businessioeoiz, regulatory, market and
financial conditions and other future events, alf asother matters specific to Customers Bancdip&iness. The assumptions and
estimates underlying these goals may not be rehiind are inherently subject to significant busshnesonomic and competitive
uncertainties, risks and contingencies, all of Whace difficult to predict and many of which areybed Customers Bancorp’s control.
The assumptions and estimates used to creategbakeare subjective in many respects and invalggments made with respect to,
among other things, market size and growth ratesket share, future pricing and interest rategltewof operating expenses, and
probability of success, all of which are diffictdt predict. These goals constitute forward-lookimfigrmation, and there can be no
assurance that the assumptions and estimatesaipegpiare these goals will prove to be accurai aatual results may materially
differ. These and other forward-looking statememéesexpressly qualified in their entirety by thekd and uncertainties described above
and the risk factors contained in the 2011 Fori-K.

(2) Excludes bargain purchase g

(3) Includes bargain purchase ge

Results of Operations
Second Quarter 2012 Compared to Second Quarter 2011

We had net income of $6.5 million for the three thsrended June 30, 2012 and net income of $0.lomfibr the three months ended
June 30, 2011. Diluted earnings per share were6%h# $0.01 for the three months ended June 3@ 20d June 30, 2011, respectively, a
comparative increase of $0.55 per share.
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NET INTEREST INCOME

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

Three Months Ended June 30,

2012 2011
Interest Average Interest Average
Income or Income or
Average yield or Average yield or
balance expense cost balance expense cost
Assets
Interest earning depos $ 106,35( $ 69 0.2¢% $ 119,16° $ 75 0.25%
Federal funds sol — — — % 1,001 — 0.15%
Investment securities, taxable ( 294,14: 2,21¢ 3.02% 609,48! 4,351 2.8€%
Investment securities, non taxable | 2,06t 21 4.16% 2,08: 22 4.1€%
Loans, taxable (B 1,567,12 17,35( 4.45% 795,38t 10,17¢ 5.15%
Loans, no-taxable (B) 7,30¢ 41 2.25% 1,69 22 5.3(%
Less: Allowance for loan and lease los (15,705 (17,44°)
Total interest earning assett 1,961,28 19,70( 40406 1,511,37 14,64¢ 3.88%
Non-interest earning asse 115,25. 63,53
Total assets $2,076,54. $1,574,90!
Liabilities
Interest checkin $ 34,71 49 057 $ 15,89¢ 19 0.4%
Money marke 780,68 1,91¢ 0.9%% 440,29t 1,507 1.37%
Other saving: 19,83( 29 0.5%% 12,90( 21 0.6€%
Certificates of depos 886,13 3,421 1.56% 842,22: 4,09¢ 1.9%%
Total interest bearing depos 1,721,37 5,42¢ 1.27%  1,311,31 5,64¢ 1.75%
Other borrowings 39,95! 124 1.2€% 40,51¢ 144 1.42%
Total interest-bearing liabilities 1,761,32 5,54¢ 1.27%  1,351,83 5,79( 1.72%
Non-interes-bearing deposit 152,88! 84,21
Total deposits & borrowing 1,914,201 1.17%  1,436,04 1.62%
Other nor-interest bearing liabilitie 6,44( 18,91:
Total liabilities 1,920,641 1,454,96!
Shareholders Equity 155,89! 119,94!
Total liabilities and shareholders’ equity $2,076,54. $1,574,90!
Net interest earning 14,15 8,85¢
Tax equivalent adjustment (¢ 34 24
Net interest earning $14,18¢ $ 8,88(
Interest spread 2.81% 2.21%
Net interest margin 2.9(% 2.35%
Net interest margin tax equivalent (C) 2.91% 2.35%

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

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

(C) Full tax equivalent basis, using a 35% statutoxyrédie to approximate interest income as a taxaddet
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Net interest income was $14.2 million for the thneenths ended June 30, 2012, compared to $8.®mifilir the three months ended June
2011, an increase of $5.3 million, or 59.8%. Thesincrease is primarily attributable to increaisesverage loan volume as a result of a
$476.2 million increase in average mortgage warsbdoans due to our strategy to grow our mortgagremouse lending business, a $171.5
million increase in average commercial loans assalt of our increased focus in this area, andattiqiisition of Berkshire Bancorp in
September 2011. The effect of the increased loam on net interest income was patrtially offseiljecrease in the average balance of
investment securities due to the sales in the seqaarter of 2012. Although there was a signifidantease in average money market
accounts due to our efforts to obtain new busiaesisthe acquisition of Berkshire Bancorp, the intjgecnet interest income was mitigatec

a 38 basis point decline in the average rate praidddition, our certificate of deposit promotiopaicing has come to an end, and the effect
was a 39 basis point decrease in the averageadute p

The key measure of our net interest income ismtetést margin. Our net interest margin increase&191% for the second quarter of 2012
from 2.35% for the second quarter of 2011. Thisimertease was primarily the result of a decreadkdrcost of total interest bearing deposits
of 46 basis points partially offset by a decreastheé yield on average taxable loans of 68 basiggo

PROVISION FOR LOAN AND LEASE LOSSES

Customers Bancorp has established an allowandednrand lease losses through a provision for ésahlease losses charged as an expense
on the statement of operations. The loan portfgli@viewed quarterly to evaluate the outstandir@gn$ and to measure both the performance
of the portfolio and the adequacy of the allowaftzdoan and lease losses. At June 30, 2012, appedgly 6.9% of the loan portfolio was
covered under loss sharing agreements with the FOharge-offs incurred above the original estimai@lde are taken as additional
provisions, and a corresponding receivable due frt@FDIC is recorded through non-interest incooretie portion anticipated to be
recovered under the loss sharing agreements.

The provision for loan and lease losses was $2libmfor the three months ended June 30, 2018ghtslecrease of approximately $0.1
million from $2.9 million for the same period in 2D. This decrease was primarily due to a decrenskarge-offs offset by a significant
increase since June 30, 2011 of $960.6 millioméngortion of the loan portfolio not covered unlibes sharing agreements with the
FDIC. Net charge-offs for the second quarter of2@iitaled $6.2 million. Net charge-offs for the @ed quarter of 2012 totaled $2.0
million. These charge-offs were recorded at thigets management determined through its exterswveworkout process that the loans
were not collectible, and cash flows were not aldé from the borrower; however, efforts to recawer balances will continue. For more
information about Customers Bancorp’s provision alalwance for loan and lease losses and CustoBaeTsorp’s loss experience see
“Credit Risk” and “Asset Quality” herein.

NON-INTEREST INCOME

The chart below shows Customers Bancorp’s resultisé various components of non-interest incomeHerthree months ended June 30,
2012 and 2011 (in thousands).

Three months ended June 30,

2012 2011
Deposit fees $ 117 $ 94
Loan fees 9 66
Mortgage warehouse transactional f 3,38¢ 1,27
Bank-owned life insuranc 322 262
Gain on sale of investment securities, 8,791 0
Accretion of FDIC loss sharing receival 0 80C
Loss on sale of ORE! (660) 0
Gain on sale of loar 33¢ 0
Gain on sale of repossessed as 58 0
Gain on sale of bank premises and equipr 22 0
Other 247 14z
Total nor-interest incom: $ 12,63 $ 2,64:
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Non-interest income was $12.6 million for the threentis ended June 30, 2012, an increase of $10.@miitbm $2.6 million for the three
months ended June 30, 2011. The increase was gyirtes result of the $8.8 million gain realized the sale of available-for-sale securities,
which was executed to provide funding for loan gitovin addition, growth in warehouse lending volymeich is part of our strategic plan,
generated $2.1 million in additional fee income.

Furthermore, proceeds of $1.2 million from the sa@fOREO in the second quarter of 2012 resultedript loss of $0.7 million due to
continuing difficulties in the real estate markBtere were no sales of OREO in the second quard1d. Also, there was no accretion
relating to our FDIC loss sharing receivable inskeond quarter of 2012. Accretion relating to EDIC loss sharing receivable in the second
quarter of 2011 was $0.8 million.

NON-INTEREST EXPENSE

The below chart shows the Customers Bancorp’stesuthe various components of nimterest expense for the three months ended Jur
2012 and 2011 (in thousands).

Three months ended June 30,

2012 2011
Salaries and employee benefits $ 5,59¢ $ 3,97:
Occupancy 1,84¢ 1,004
Technology, communication and bank operati 691 513
Advertising and promotio 301 20t
Professional service 76¢ 1,304
FDIC assessments, taxes and regulatory 867 431
Loan workout and other real estate ow 651 41F
Impairment and losses on other real estate o\ 0 15
Stock offering expense 1,34( 0
Other 1,907 57¢
Total nor-interest expense $ 13,97¢ $ 8,43¢

Non-interest expense was $14.0 million for the thremtins ended June 30, 2012, an increase of apprtedin®b.5 million as compared to
non-interest expense of $8.4 million for the sameqgal in 2011.

Salaries and employee benefits, which represeratbest component of nanterest expense, were $5.6 million in the secarattgr of 201:
and $4.0 million in the same period in 2011, amease of $1.6 million. The primary reason for thiwease was the addition of 96 full-time
equivalent employees since June 30, 2011. Thistivestly related to the Berkshire acquisition ie third quarter of 2011 as well as the need
for additional employees to support our organiorgho In addition, stockased compensation expense was $0.7 million fosebend quarte

of 2012 and $0.2 million for the second quarte2@f1 due to increased issuances of stock-basedisvior additional information about
stock-based compensation refefNMOTE 8 — STOCK BASED COMPENSATION” in this Form 10-Q.

Occupancy expense increased $0.8 million, from $filllon in 2011 to $1.8 million in 2012. The inase was related to building the
infrastructure to support our growth and the Beileshcquisition in the third quarter of 2011.

Professional services expense decreased to $0i8miil the second quarter of 2012 from $1.3 millfor the same period of 2011. This
decrease was primarily attributable to lower leaya consulting expenses in 2012 compared to leghtansulting expenses incurred in 2011
related to regulatory filings and the Berkshirewasijion.

As a result of the postponement in May 2012 ofmublic offering of voting common stock, we recordethted expenses of $1.3 million.

Other expenses increased by $1.3 million to $1lBamiin the second quarter of 2012 from $0.6 roillin the second quarter of 2011. In
general, there was an overall increase in mosgosats within other expense as a result of the &#rk acquisition in the third quarter of
2011. In addition, for the second quarter of 2@h&re was an increase in charitable contributidr&d® million.
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INCOME TAXES

The income tax expense was $3.6 million and $65{60the three months ended June 30, 2012 and 284fectively. The increase in the
income tax provision was primarily due to the irase in net income before taxes of approximatel9 ##llion.

The effective tax rate for the three months ende B0, 2012 and 2011 was approximately 35 pemwhB1 percent, respectively. The
effective tax rate for the second quarter of 2052 Wwigher than the same period in 2011 due totaxeible income having a smaller impac!
the effective tax rate due to the higher levelnabime before income taxes.

Six months ended June 30, 2012 compared to the six months ended June 30, 2011

We had net income of $9.6 million for the six manénded June 30, 2012 and a net loss of $1.5 mftiiothe six months ended June 30,
3011. Diluted earnings (loss) per share were $mBthe six months ended June 30, 2012 and $(@é&63hare for the six months ended
June 30, 2011, an increase of $0.99 per share.
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NET INTEREST INCOME

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

Assets

Interest earning depos
Federal funds sol
Investment securities, taxable (
Investment securities, non taxable |
Loans, taxable (B
Loans, no-taxable (B)
Less: Allowance for loan and lease los
Total interest earning assett
Non-interest earning asse

Total assets

Liabilities

Interest checkint
Money marke
Other saving:
Certificates of depos

Total interest bearing depos

Other borrowings

Total interest-bearing liabilities

Non-interes-bearing deposit

Total deposits & borrowing

Other nor-interest bearing liabilitie
Total liabilities

Shareholders Equity

Total liabilities and shareholders’ equity

Net interest earning
Tax equivalent adjustment (¢

Net interest earning
Interest spread
Net interest margin
Net interest margin tax equivalent (C)

For the Six Months Ended June 30,

2012 2011
Interest Average Interest Average
income income
Average or yield or Average or yield or
balance expense cost balance expense cost
$ 103,46 $ 134 0.2¢% $ 249,090 $ 31C 0.25%
— — — % 4,18¢ 3 0.1€6%
319,47- 5,131 3.21% 445,04( 6,36¢ 2.8%
2,067 43 4.1%5% 2,08t 43 4.1%%
1,465,53 32,97 4.52% 767,48¢ 19,67¢ 5.17%
4,88¢ 55 2.25% 1,70z 45 5.3(%
(15,609 (16,465)
1,879,81 38,33 41(%  1,453,13 26,44, 3.6€%
112,87- 65,48
$1,992,69; $1,518,61.
$ 34,61 99 05% $ 15,59 38 0.4<%
756,29¢ 3,997 1.06% 421,76! 3,107 1.4%
19,31« 59 0.61% 12,85¢ 43 0.6&%
814,26! 6,341 1.5% 828,13: 7,90¢ 1.9%%
1,624,48: 10,49¢ 1.3% 1,278,34l 11,09¢ 1.7%%
65,60 27¢ 0.85% 26,83¢ 25C 1.87%
1,690,09! 10,774 1.2¢%  1,305,18: 11,34¢ 1.7%%
142,59 81,77:
1,832,68! 1.1¢%  1,386,95 1.65%
7,19( 15,97¢
1,839,87 1,402,93.
152,81 115,68(
$1,992,69; $1,518,61.
27,56: 15,10:
53 47
$27,61¢ $15,14¢
2.92% 2.01%
2.94% 2.0%
2.95% 2.05%

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

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

(C) Full tax equivalent basis, using a 35% statutoxyrédie to approximate interest income as a taxaddet
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Net interest income was $27.6 million for the sianths ended June 30, 2012, compared to $15.1 mfthiothe six months ended June
2011, an increase of $12.5 million, or 82.5%. Tte@sincrease is primarily attributable to increagesverage loan volume as a result of a
$430.4 million increase in average mortgage warsbdoans due to our strategy to grow our mortgagremouse lending business, a $159.7
million increase in average commercial loans assalt of our increased focus in this area, andattiiisition of Berkshire Bancorp in
September 2011. The effect of the increased loam on net interest income was partially offseiljecrease in the average balance of
investment securities due to the sales in the seqaarter of 2012. Although there was a signifidantease in average money market
accounts due to our efforts to obtain new busiaesisthe acquisition of Berkshire Bancorp, the intjgecnet interest income was mitigatec

a 43 basis point decline in the average rate praidddition, our certificate of deposit promotiopaicing has come to an end, and the effect
was a 36 basis point decrease in the averageadute p

The key measure of our net interest income ismiietést margin. Our net interest margin increas&tl35% for the six months ended June
2012 from 2.09% for the six months ended June B012This net increase was primarily the resulh decrease in the cost of total interest
bearing deposits of 45 basis points partially dffgea decrease in the yield on average taxableslof65 basis points.

PROVISION FOR LOAN AND LEASE LOSSES

Customers Bancorp has established an allowandednrand lease losses through a provision for ésahlease losses charged as an expense
on the statement of operations. The loan portfgli@viewed quarterly to evaluate the outstandir@gn$ and to measure both the performance
of the portfolio and the adequacy of the allowafizdoan and lease losses. At June 30, 2012, appedgly 6.9% of the loan portfolio was
covered under loss sharing agreements with the FOharge-offs incurred above the original estimai@lde are taken as additional
provisions and a corresponding receivable due freDIC is recorded through non-interest incomrgHe portion anticipated to be
recovered under the loss sharing agreements.

The provision for loan and lease losses was $4lltomfor the six months ended June 30, 2012, aadese of $1.1 million from $5.7 million
for the same period in 2011. This decrease wasgpiliyrdue to a decrease in chamgfés offset by a significant increase since Jung28d.1 of
$960.6 million in the portion of the loan portfolmt covered under loss sharing agreements witREHE. Net charge-offs for the six-month
period ending June 30, 2011 totaled $6.8 millioat 8harge-offs for the six months ended June 302 2¢ere $3.5 million. These charge-offs
were recorded at this time as management deterrifinedgh its extensive loan-workout process thatdans were not collectible, and cash
flows were not available from the borrower; howeedforts to recover the balances will continuer. Fore information about Customers
Bancorp’s provision and allowance for loan andddasses and Customers Bancorp’s loss experierctsedit Risk” and “Asset Quality”
herein.

NON-INTEREST INCOME

The chart below shows Customers Bancorp’s resultise various components of non-interest incomehersix months ended June 30, 2012
and 2011 (in thousands).

Six months ended June 30,

2012 2011
Deposit fees $ 23¢ $ 19¢
Loan fees 201 14¢€
Mortgage warehouse transactional f 5,48: 2,38¢
Bank-owned life insuranc 58¢ 864
Gain on sale of investment securities, 9,00¢ 0
Accretion of FDIC loss sharing receival 65E 1,70¢
Loss on sale of ORE! (607) 0
Gain on sale of loar 33¢ 78
Gain on sale of repossessed as 58 0
Gain on sale of bank premises and equipr 22 0
Other 443 533
Total nor-interest incom: $ 16,42¢ $ 5,91¢
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Nor-interest income was $16.4 million for the six nfenhended June 30, 2012 an increase of $10.5 milllen compared to non-interest
income of $5.9 million for the six months endedd 3@, 2011. The increase was primarily the redithe $8.8 million gain realized on the
sale of available-for-sale securities in the seapmatter of 2012, which was executed to provideliug for loan growth. In addition, growth
in warehouse lending volume, which is part of dmtegic plan, generated $5.5 million in fee income

Furthermore, proceeds of $4.0 million from the salfOREO during the six months ended June 30, 2&diAted in a net loss of $0.6 million
due to continuing difficulties in the real estatariet. Sales of OREO during the six months endeéd 30, 2011 were insignificant. Also,
accretion relating to our FDIC loss sharing receigalecreased $1.1 million for the six months entlete 30, 2012 when compared to the
same period in 2011.

NON-INTEREST EXPENSE

The below chart shows the Customers Bancorp’stesuthe various components of non-interest expémisthe six months ended June 30,
2012 and 2011 (in thousands).

Six months ended June 30,

2012 2011
Salaries and employee benefits $ 11,09t $ 8,08¢
Occupancy 3,22¢ 1,991
Technology, communication and bank operati 1,33¢ 82¢
Advertising and promotio 57€ 43:
Professional service 1,65¢ 2,73(
FDIC assessments, taxes and regulatory 1,53¢ 1,25:
Loan workout and other real estate ow 1,17¢ 79¢
Impairment and losses on other real estate o\ 0 211
Merger related expens 28 0
Stock offering expense 1,34( 0
Other 2,68¢ 1,19¢
Total nor-interest expense $ 24,66( $ 17,52¢

Non-interest expense was $24.7 million for the six therended June 30, 2012, an increase of $7.1 millieen compared to $17.5 million
for the same period in 2011. Salaries and emplogeefits, which represent the largest componenbofinterest expense, were $11.1 mill
for the six months ended June 30, 2012 and $8liomfor the same period in 2011, an increase 0d $3llion. The primary reason for this
increase was the addition of 96 ftilhe equivalent employees since June 30, 2011. Wassdirectly related to the Berkshire acquisifiothe
third quarter of 2011 as well as the need for @oltitt employees to support our organic growth.ddition, stock-based compensation
expense was $1.3 million for the six months endesk B0, 2012 and $0.3 million for the six monthdexzhJune 30, 2011 due to increased
issuances of stock-based awards. For additionalrirdtion about stock-based compensation reffd@TE 8 — STOCK BASED
COMPENSATION” in this Form 10-Q.

Occupancy expense increased $1.2 million, from $2ldon for the six months ended June 30, 201%3® million for the six months ended
June 30, 2012. The increase was related to builtli@gnfrastructure to support the growth of theBand the Berkshire acquisition in the
third quarter of 2011.

Technology, communications, and bank operationgms® was $1.3 million for the six months ended Bih&012, an increase of $0.5
million, or 62.0% over the $0.8 million in the sameriod of 2011. This increase was primarily duaridncrease in technology requirements
to account for loans acquired with deterioratedli¢r@d general increases as a result of the Bieekahquisition in the third quarter of 2011.

Professional services expense decreased to $1i@mfidr the six months ended June 30, 2012 whenpawed to $2.7 million for the same
period of 2011. This decrease was primarily attable to increased legal and consulting expensesried in 2011 related to regulatory
filings and the Berkshire acquisition.

As a result of the postponement in May 2012 ofmublic offering of voting common stock, we recordethted expenses of $1.3 million.

Other expenses increased by $1.5 million to $2llfamifor the six months ended June 30, 2012 frdn2$nillion during the same period in
2011. In general, there was an overall increasedst categories within other expense as a restitteoBerkshire acquisition in the third
quarter of 2011. In addition, for the six monthslesh June 30, 2012, there was an increase in dhlaritantributions of $0.3 million.
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INCOME TAXES

The income tax expense (benefit) was $5.2 milliod €0.6) million for the six months ended JuneZW.2 and 2011. The increase in the
income tax provision was primarily due to the irase in net income before taxes of approximatelyr#illfon.

The effective tax rate for the six months endece @M 2012 and 2011 was approximately 35 perca&hRarpercent, respectively. The
effective tax rate for the six months ended June28@2 was higher than the same period in 201 lt@lnen-taxable income having a smaller
impact on the effective tax rate due to the hideeel of income before income taxes.

FINANCIAL CONDITION

GENERAL

We had total assets of $2.3 billion at June 302261$205.5 million, or 9.9%, increase from to&dets of $2.1 billion at December 31,
2011. Total liabilities were $2.1 billion at Jun@, 2012, an increase of $194.5 million, or 10.186nT total liabilities of $1.9 billion at
December 31, 2011. The major changes within o@anfiral position occurred as the result of the fiemaf all held-to-maturity securities to
the available-for-sale category during the secarattgr of 2012, leading to the subsequent sal@57$ million of available-for-sale

securities to fund loan growth, net loan growtl$421.2 million, net deposit growth of $346.8 miflicand the repayment of $153.0 million of
short-term borrowed funds.

The following table sets forth certain key condehkalance sheet data:

December 31

June 30, 201, 2011
(dollars in thousand:

Cash and cash equivalel $ 122,05. $ 73,57(
Loans held for sal 283,53! 174,99¢
Investment securities, available for s 134,75 79,137
Investment securities, h«to-maturity 0 319,54°
Loans receivable not covered under FDIC Loss Sgagreement: 1,537,57 1,216,26!
Total loans receivable covered under FDIC Loss ifpakgreement: 113,29: 126,27t
Total loans receivable, net of the allowance fanland lease loss 1,634,75. 1,327,50!
Total asset 2,283,03 2,077,53.
Total deposit: 1,929,86. 1,583,18!
Federal funds purchas 5,00( 5,00(
Total other borrowing 178,00( 331,00t
Subordinated del 2,00¢ 2,00¢
Total liabilities 2,124,311 1,929,78.
Total shareholde’ equity 158,71t 147,74¢

CASH AND CASH EQUIVALENTS

Cash and cash equivalents increased $48.5 mitho685.9%, to $122.1 million at June 30, 2012 whemgared to $73.6 million at
December 31, 2011. Cash and cash equivalents teshsminly of interest bearing balances at the Fédeserve Bank and vault cash and

cash items in the process of collection. Short-tmas on deposit with the Federal Reserve Banteased $54.1 million from December 31,
2011 to June 30, 2012.
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INVESTMENT SECURITIES

On May 9, 2012, we reclassified our $269 milliondh-maturity investment portfolio to available for salae to the strong outlook for lo.
growth, falling interest rates and our recent deniso postpone our initial public offering of stoave decided to proceed with this
reclassification to provide liquidity and free ugpital to deploy into loan growth. Subsequently,sel $257.6 million of available-for-sale
securities and realized a pre-tax gain of $8.8iamillln accordance with regulatory and accounteguirements, the Bancorp is prohibited
from classifying security purchases as held to nitgtfor a period of two years.

LOANS

Existing lending relationships are primarily wittmall businesses and individual consumers primamiBucks, Berks, Chester, Montgomery
and Delaware Counties, Pennsylvania; Camden anddvi€ounties, New Jersey; and Westchester Couety, York; and to a lesser extent
in the surrounding markets. The loan portfoliotisnarily comprised of commercial real estate, camgton, and commercial and industrial
loans. In addition, we have a mortgage warehouséygt line that provides financing to mortgage camips nationwide from the time of the
home purchase or refinancing of a mortgage loasutitt the sale of the loan by the mortgage origmato the secondary market either
through a repurchase facility or the purchase efuihderlying mortgages. Loans that are purchasedassified as held for sale. At June 30,
2012 and December 31, 2011, mortgage warehouss ledd for sale were $283.5 million and $175.0ioml] respectively.

Loans not covered under FDIC loss sharing arrangtsmietaled $1.5 billion at June 30, 2012, an iasecof $321.3 million, or 26.4%, from
$1.2 billion at December 31, 2011.

The composition of net loans receivable at June802 and December 31, 2011 was as follows (indhods):

2012 2011
Construction $ 30,85¢ $ 37,92¢
Commercial real esta 45,89: 48,78¢
Commercial and industri 12,32« 13,08
Residential real esta 20,20¢ 22,46¢
Manufactured housin 4,012 4,012
Total loans receivable covered under FDIC Loss iBbar

Agreements (1 113,29: 126,27t
Constructior 12,98¢ 15,27:
Commercial real esta 458,37 352,07
Commercial and industri 72,14( 69,73¢
Mortgage warehous 801,99 619,31
Manufactured housin 98,14¢ 104,56!
Residential real esta 91,53¢ 53,47¢
Consume 2,402 2,211

Total loans receivable not covered under FDIC LSisaring

Agreements 1,537,58. 1,216,65
Total loans receivabl 1,650,87 1,342,933
Deferred (fees) costs, n (7) (389)
Allowance for loan and lease loss (16,119 (15,037
Loans receivable, ni $1,634,75. $1,327,50

(1) Loans that were acquired in the two FDIC assigi@astctions and are covered under loss sharingragrés with the FDIC are referr
to as“covere(” loans throughout this Managem’s Discussion and Analysi
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The commercial and construction credit loan refegiops are monitored on a periodic basis to evalilat cash flows available for the
repayment of loans. Management emphasizes loaitygaatl close monitoring of potential problem ctedCredit risk identification and
review processes are utilized to assess and mdh#ategree of risk in the loan portfolio. The lemgdand credit administration groups are
charged with reviewing the loan portfolio and idBfmg changes in the economy or in a borrowertswinstances which may affect (i) the
borrower’s ability to repay the loan, or (ii) thederlying value of the pledged collateral. As a tgage warehouse lender, we provide a form
of financing to mortgage bankers by purchasingésale the underlying residential mortgages oroa $érm basis under a master repurchase
agreement. We are subject to the risks associatadsuch lending, including, but not limited toethisks of fraud, bankruptcy and default of
the underlying residential borrower, any of whichuld result in credit losses. The mortgage wareddersding division monitors these
mortgage bankers and the underlying residentiablgrs by obtaining financial and other relevaffibimation to reduce these risks during
the lending period. Covered loans are monitoredearadliated in the same manner to address the owéthe loss sharing arrangements
with the FDIC.

Customers Bancorp historically had a high concé¢intraof its total loan portfolio secured by comrmiateeal estate although this
concentration has been declining due to growthhemolending categories in recent years. Additilynghe underwriting policies for
commercial real estate lending and constructiodifenwere tightened in September of 2009. It ithimlegacy and acquired construction and
commercial real estate secured portion of the fmatfolio in which we are experiencing the mosfidifity with delinquent and non-accrual
loans. Although we believe that we have identified appropriately allocated reserves against géest of the loans in construction and
commercial real estate, the possibility of furttleterioration before the real estate market turosral may result in increased allocations of
the Allowance for Loan and Lease Losses (ALLL)hattarea in the future.

Other than the concentrations already addressediiehouse lending, construction and commercialgsiate, at June 30, 2012, Customers
Bancorp has no large exposures in other risky imigigssuch as restaurants, home heating oil busgses other industries that are typically
viewed as high risk.

CREDIT RISK

Customers Bancorp manages credit risk by maintgidiversification in its loan portfolio, by estaditing and enforcing rigorous underwrit
standards, by intensive collection efforts and $taklishing and performing periodic loan classtima reviews. Management also attempts to
anticipate and allow for credit risks by maintamian adequate allowance for loan and lease lossesiich credit losses are charged when
they are identified and to which provisions areextldlhen they are anticipated to be incurred. ThelAis evaluated periodically as
management and the board of directors deem appteptipon the acquisition of the loans from USA Band ISN Bank in 2010, Custome
Bancorp implemented a process to evaluate thetagadiity of the loans acquired. This credit evéiluaprocess resulted in a nonaccretable
discount for loans where there were credit concirasthe contractual payments at the acquisitate dould not be repaid. The
nonaccretable credit discount is evaluated on aepiyabasis to determine if the credit qualitytbé acquired loans has changed. If
circumstances after the acquisition date causetd¢eedeaken, an additional allowance for loan ladisbe provided. As an alternative, if the
credit quality improves over the loan term, the axmoetable credit discount is relocated to theedabte discount and is recorded as interest
income over the remaining life of the loan.

The provision for loan and lease losses was $4llfomand $5.7 million for the six months ended g0, 2012 and 2011, respectively. The
allowance for loan and lease losses was $16.1omiflir 1.05% of total nonevered loans at June 30, 2012 and $15.0 millipt, 24% of tota
non-covered loans, at December 31, 2011.
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The chart below depicts changes in Customers Baigcallowance for loan and lease losses for thogsiindicated.

Analysis of the Allowance for Loan and Lease Losses

Three months ended June 30, Six months ended June 30,
2012 2011 2012 2011
(dollars in thousand:
Balance at the beginning of the period $ 15,40( $ 17,29¢ $ 15,03: $ 15,12¢
Loan charge-offs
Constructior 97¢ 914 2,191 1,06¢
Commercial real esta 93¢ 3,731 1,142 4,20¢
Commercial and industri; 0 1,461 34 1,461
Residential real esta 17¢ 10¢& 20C 10&
Consumer and othu 10 0 10 4
Total Charg-offs 2,10¢ 6,211 3,57¢ 6,847
Loan recoveries
Constructior 0 0 0 2
Commercial real esta 14 2 50 5
Commercial and industri 66 6 66 6
Residential real esta 1 0 5 0
Consumer and othu 5 1 5 1
Total Recoverie 86 9 12€ 14
Total net charge-offs 2,02( 6,20z 3,452 6,83:
Provision for loan and lease losse 2,73¢ 2,85( 4,53¢ 5,65(
Balance at the end of the periot $ 16,11¢ $ 13,94¢ $16,11¢ $ 13,94¢
Net-charge-offs as a percentage of average n-covered loans 0.67% 4.7(% 0.55% 2.52%

ASSET QUALITY

We had impaired loans totaling $45.0 million atd@9, 2012, compared to $57.8 million at Decemlie2B11. Non-accrual non-covered
loans totaled $32.7 million at June 30, 2012, dénom $38.9 million at December 31, 2011. We hadahetrge-offs of $3.5 million in 2012,
compared with $6.8 million in 2011. We had recoggmf $126,000 in 2012, compared with $14,000 12T here was $4.3 million and $'
million of non-covered other real estate owned essalt of foreclosure or voluntary transfer toatiune 30, 2012 and December 31, 2011,
respectively.

To better understand our asset quality and relatserve adequacy, we break our loan portfolio twim categories; loans that were originated
and loans that were acquired. Management beliéaggHis additional information will allow inves®to better understand the risk in our
portfolio and the various types of credit reseryes are available to support loan and lease ldagée future. Originated loans are supported
with allowance for loan and lease loss reserveguied loans are supported with ALLL, non-accretatifference fair value marks, and cash
reserves as described below.

Originated Loans

Loans that the Bank has originated totaled $1.Bibiiat June 30, 2012 or about 84.6% of total kbaDf these, $120.8 million represents
loans that were originated prior to September 2008gacy Loans”), when the new management team bigathy Sidhu introduced new
underwriting standards that management believemare conservative. At June 30, 2012, the loargirated prior to September 2009
include $21.2 million of non-performing assets (A#?) or 95.7% of total NPAs for originated loansdns originated after September 2009,
which total approximately $1.52 billion, includelpi$947,000 of NPAs.
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The high level of non-performing loans (“NPLs")time Legacy Loan portfolio (16.7% NPL / Loans) anpported with $4.3 million of
reserves or about 3.59% of total Legacy Loans.rively originated portfolio is comprised of $802 Iih of warehouse loans and $283.5
million of mortgages held for sale. Held-for-sadams are carried on our balance sheet at fair wau® ALLL is needed. Losses in
warehouse lending have historically been very lamg therefore the ratio of the ALLL to warehousaneis 0.10%. Commercial loans and
multifamily loans totaled $373.3 million and areported with $3.1 million of ALLL. Consumer and nigeige loans totaled $56.4 million
and are supported by $397,000 of ALLL.

Non Restructured NPA(1) /
Loan Type Total 30-90 Accrual 2) OREO NPA (1) NPL(1) (Loans
(Dollars in 00C's) Loans Current (a) (b) (c) (b)+(c) / Loans + OREOQ)
Originated Loans
Legacy $ 120,76t $ 96,20¢ $ 3,74( $20,20¢ $ 612 $ 944 $21,15: 16.7% 17.4%
Warehous«— Repo 801,99 801,99 — — — — — 0.C% 0.C%
Warehouse— HFS 283,53! 283,53! — — — — — 0.C% 0.C%
Multifamily 107,02( 107,02( — — — — — 0.C% 0.C%
Manufactured Originate 2,01¢ 2,01¢ — — — — — 0.C% 0.C%
Originated Loans Post 9/2009
Commercial Originate 266,26: 264,54¢ 767 947 — 947 0.4% 0.4%
Consumer/ Mortgage Originatt 56,417 56,26¢ 144 — — — — 0.C% 0.C%
Total Originated Loans 1,638,01! 1,611,59: 4,651 21,15¢ 612 944 22,09¢ 1.2% 1.2%
Acquired Loans
Berkshire 87,28 75,75¢ 1,43¢ 10,08¢ — 3,02¢ 13,11¢ 11.€% 14.5%
Total FDIC— Covered 119,63¢ 68,717 2,067 48,85t — 8,61z 57,467 40.£% 44.8%
Total FDIC— Non Coverec 22 22 — — — — — 0.C% 0.C%
Manufactured Housing 201 89,63¢ 85,91¢ 2,57 — 1,14¢ — — 0.C% 0.C%
Manufactured Housing 201 14,15: 4,75¢ 3,54: 5,72 134 34¢€ 6,07( 40.4% 41.%
Total Acquired Loans 310,73! 235,16¢ 9,621 64,66¢ 1,28( 11,98¢ 76,65 20.8% 23.8%
Unallocatec
Total Portfolio 1,948,74! 1,846,76 14,27: 85,82( 1,897 12,93: 98,75: 4.4% 5.C%
Accounting Fair Value / Credit Marks / Costs F (14,34() (3,857) (1,505) (8,98¢) —
Quarter End Actue $1,934,40!  $1,842,911  $12,76; $76,83¢ $ 1,897

(1) Amountis gross of credit mar
(2) These represent restructured loans performing uhearmodified terms
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Acquired Loans

At June 30, 2012, we carried $311 million of acgditoans which was 16.1% of total loans. When l@asacquired, they are recorded on
balance sheet at fair value. Acquired loans inclusiehased portfolios, FDIC faildohnk acquisitions and unassisted acquisitionsuA& B0,
2012, (i) 28.1% of acquired loans were from thekBkire Bancorp acquisition, (ii) 38.5% of acquitedns were from FDIC assisted
acquisitions, which have loss share protection08b®f credit losses being covered by the FDIC, @nd33.4% of acquired loans represen
manufactured housing loans which were purchased frammac Holding Corporation, a consumer finaneemany. Of the loans purchased
from Tammac, 86.4% were supported by a $5.1 miltiash reserve which is maintained in a demand degm=unt at the Bank. All current
losses and delinquent interest are covered withrgerve. We estimate that this cash reservéeiidequate to cover future losses and
delinquent interest over the life of the portfolio.

Most of the acquired loans were purchased at adigc The price paid factored into management’giueint on the credit and interest rate
risk inherent in the portfolio at the time of puagle. Every quarter, management reassesses tlamdsdjusts the fair value to incorporate
changes in the credit outlook. Total NPAs in thguaed portfolio were $76.7 million, or 77.6% otabNPAs. Of this total, 74.9% have FC
loss share protection (80% FDIC coverage of losggsjune 30, 2012, the FDIC-covered loans had @6li&n of ALLL and $6.4 million of
non-accretable difference fair value marks to sufpfodure credit losses. 13.3% of total NPAs wemnf loans related to the Berkshire
acquisition, while 6.1% were from loans acquireahirTammac.

Acquired loans have a significantly higher percgataf non-performing assets than loans originated 8eptember 2009. Management
acquired these loans with the expectation thatkbssuld be elevated, and therefore incorporataetkpectation into the price
paid. Management also created a Special Assetp gvbase sole purpose is to workout these acquivegperforming assets.

The following table summarizes our acquired andinated loan at June 30, 2012.

Non-
Loan Type Accretable Cash Total Credi Reserve Reserve
(Dollars in 00('s) Total Loan ALLL Difference Reserve Other Reserve: / Loans / NPL
Originated Loans
Legacy $ 120,76¢ $433¢ $ — $ — $— $ 4,33¢€ 3.€% 21.5%
Warehous—Repo 801,99 80z — — — 80z 0.1% 0.C%
Warehous—HFS 283,53! — — — — — 0.C% 0.C%
Multifamily 107,02 5385 — — — 5385 0.5% 0.C%
Manufactured Originate 2,01¢ 41 — — — 41 2.C% 0.C%
Originated Loans Post 9/2009
Commercial Originate 266,26 2,527 — — — 2,52 0.€% 266.%%
Consumer/ Mortgage Originati 56,41: 397 — — — 397 0.7% 0.C%
Total Originated Loan 1,638,011 8,63¢ — — — 8,63¢ 0.5% 40.8%
Acquired Loans
Berkshire 87,28: 64¢ 2,12¢ — — 2,77: 3.2% 27.5%
Total FDIC—Covered 119,63 6,831 6,42¢ — — 13,26( 11.1% 27.1%
Total FDIC— Non Coverec 22 — — — — — 0.C% 0.C%
Manufactured Housing 201 89,63¢ — — 5,04¢ — 5,04¢ 5.€% 0.C%
Manufactured Housing 201 14,15: — 5,78 — — 5,781 40.9%  101.1%
Total Acquired Loans 310,73! 7,48( 14,34( 5,04¢ — 26,86¢ 8.€% 41.5%
Total Portfolio $1,948,74" $16,11¢ $14,34( $5,04¢ $— $ 35,50: 1.8% 41.4%
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Nonperforming loans and assets not covered undéCHBss sharing agreemer

The tables below set forth non-performing loans @aoikperforming assets not covered under FDIC3bssing agreements and the
corresponding asset quality ratios at June 30, 2082December 31, 2011.

December 31
June 30,
2012 2011
(dollars in thousand:
Non-accrual loans (1 $28,85¢ $ 38,86
Loans 90+ days delinquent and still accrt 0 0
Restructured loans (. 3,88¢ 6,26¢
Non-performing no-covered loan 32,73¢ 45,13¢
Other real estate ownu 4,31¢ 7,31¢
Non-performing no-covered asse $37,05¢ $ 52,45:
(1) Net of credit marks
(2) Excludes restructured loans performing in accordamith their modified terms of $3,99
Nor-accruals loans decreased $10 million through 30n@012 when compared to December 31, 2011.
June 30 December 31
2012 2011
Non-accrual non-covered loans to total non-covereddoa 1.88% 3.2(%
Non-performing, no-covered loans to total n-covered loan 2.1%% 3.71%
Non-performing, no-covered assets to total r-covered asse 2.4(% 2.7(%
Non-accrual loans and 90+ days delinquent to totatcmrered
assets 1.87% 2.0(%
Allowance for loan and lease losses
Total nor-covered loan 1.05% 1.24%
Non-performing, no-covered loan 49.2% 33.3%
Non-performing, no-covered asse 43.4% 28.66%

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

Nonperforming loans and assets covered under FD#S sharing agreemer

The tables below set forth non-accrual loans amdpeforming assets covered under FDIC loss shagngements at June 30, 2012 and
December 31, 2011 (dollars in thousands):

December 31
June 30,
2012 2011
Nor-accrual covered loans (1) $44,09° $ 45,21
Covered other real estate owr 8,617 6,16¢€
Non-performing, covered asse $52,70¢ $ 51,37¢

(1) Net of credit marks

Covered non-accrual loans decreased $1.1 millisimgthe six months ended June 30, 2012.

GOODWILL

Goodwill increased $0.6 million to $2.2 million &ine 30, 2012 compared to $1.6 million at DeceritheP011. This change represented a
reclassification from deferred tax assets and tegdiom the inability of Customers Bancorp toyulitilize the net operating losses acquired
from Berkshire Bancorp prior to the expiration lo¢ tcarry forward period.
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DEPOSITS

We offer a variety of deposit accounts, includilmgcking, savings, money market and time depos#poBits are obtained primarily from
within our service area. Total deposits grew t®3illion at June 30, 2012 from $1.6 billion at Retber 31, 2011, an increase of $346.7
million. The increase primarily can be attributednarketing and pricing strategies that we instidun 2012. In addition, at June 30, 2012
had acquired $63.5 million in brokered money masdcaeounts as an additional source of lowst funding (1 month LIBOR + 10 basis poir
to support the growth in our loan portfolio.

The components of deposits were as follows (in$hods):

December 31
June 30,
2012 2011
Demand, non-interest bearing $ 155,00¢ $ 114,04«
Demand, interest bearit 877,83. 739,46:
Savings 19,49( 16,92:
Time, $100,000 and ow 525,36: 408,85:
Time, othel 352,17: 303,90
Total deposit: $1,929,86. $1,583,18!

CAPITAL ADEQUACY

Shareholders’ equity increased to $158.7 millioduate 30, 2012 from $147.7 million at December2®1,1, an $11.0 million increase. This
primarily was the result of net income for the gignths ended June 30, 2012 of $9.6 million pluskstmased compensation expense of $1.3
million.

Customers Bancorp and the Bank are subject towsregulatory capital requirements that are mositdry federal banking agencies. Failure
to meet minimum capital requirements can lead festsory actions by regulators; any supervisotjoaccould have a direct material effect
on our financial statements. At June 30, 2012, @usts Bancorp and the Bank met all capital adequemyirements to which they were
subject.
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The capital ratios for the Bank and Customers BgnabJune 30, 2012 and December 31, 2011 weidlaw/$:

As of June 30, 2012
Total capital (to risk weighted assets
Customers Bancorp, Inc.
Customers Bank
Tier 1 capital (to risk weighted assets)

Customers Bancorp, Inc.
Customers Bank
Tier 1 capital (to average assets

Customers Bancorp, Inc.
Customers Bank

As of December 31, 2011
Total capital (to risk weighted assets)
Customers Bancorp, Inc.
Customers Bank
Tier 1 capital (to risk weighted assets

Customers Bancorp, Inc.
Customers Bank
Tier 1 capital (to average assets)

Customers Bancorp, Inc.
Customers Bank

For Capital Adequacy

Actual Purposes

Amount Ratio Amount Ratio

$171,150 10.17% = $13459° = 8.%
$170,80° 10.1€% = $134,52: = 8.%
$154,18: 9.1¢% = $ 67,29¢ =2 4.C%
$153,83t 9.1t% = $ 67,26 = 4.C%
$154,18: 7.452% = $ 82,731 =z 4.0%
$153,83t 7.4%% = $ 82,78 =z 4.0%
$162,22¢ 11.4%% = $11350: = 8.%
$157,22¢ 11.0¢% = $11350c =  8.%
$146,39! 10.32% = $ 56,75 =2 4.0%
$141,39! 9.97% = $ 56,75 =2 4.0%
$146,39! 7.5% = $ 77,166 =2 4.0%
$141,39¢ 7.3% = $ 77,166 =z 4.0%
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To Be Well Capitalized
Under
Prompt Corrective Action

Provisions

Amount Ratio
N/A N/A

$ 168,15! > 10.(%
N/A N/A

$ 100,89 = 6.C%
N/A N/A

$103,48! = 5.C%
N/A N/A

$141,88( = 10.(%
N/A N/A

$ 85,12¢ = 6.C%
N/A N/A

$ 96,45 = 5.C%
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LIQUIDITY AND CAPITAL RESOURCES

Liquidity for a financial institution is a measuréthat institution’s ability to meet depositor®eds for funds, to satisfy or fund loan
commitments, and for other operating purposes. lmgadequate liquidity is an objective of the Adsiability Management

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

Our investment portfolio provides periodic castwifothrough regular maturities and amortization, ead be used as collateral to secure
additional liquidity funding. Our principal sourcesfunds are proceeds from stock issuances, disppsincipal and interest payments on
loans, and other funds from operations. We alsotaiz borrowing arrangements with the Federal Howen Bank and the Federal Reserve
Bank of Philadelphia to meet short-term liquidigenls. At June 30, 2012, our borrowing capacity #ithFederal Home Loan Bank was
$431.7 million of which $178.0 million was currentitilized in short-term borrowings. FurthermorgJane 30, 2012, our available
borrowing capacity with the Federal Reserve BanRlufadelphia was $67.5 million.

Net cash flows of $104.8 million were used in ofiegaactivities for the six months ended June 3 2as a result of the origination of loz
held for sale in excess of the proceeds from thessH loans. Investing activities used net castvdl of $40.5 million for the six months enc
June 30, 2012, as net proceeds of $272.9 milliom fsecurities transactions were less than thenogtase in loans of $312.6 million. The
$346.8 million net increase in deposits provideshcfows to repay $153.0 million in short-term lmwings, to support operating and
investing activities, and increase cash and caslvaignts by $48.5 million.

On May 9, 2012, Customers Bancorp reclassifie8289 million held-to-maturity investment portfolio available for sale. Due to the strong
outlook for loan growth, falling interest rates amg recent decision to postpone our initial pubfiering of stock, we decided to proceed
with this reclassification to provide liquidity arficte up capital to deploy into loan growth. Suhssagly, we sold $257.6 million of available-
for-sale securities and realized a pre-tax gai$88 million. In accordance with regulatory and@etting requirements, the Bancorp is
prohibited from classifying security purchases elsl to maturity for a period of two years.

In addition, in July 2012, as part of an ongoiniygte offering of securities to accredited investahich is exempt from registration pursuant
to Section 4(2) of the Securities Act of 1933, aended, and Rule 506 of Regulation D promulgateceimder, the Bancorp sold 75,769
shares of common stock at a price of $13.99 peediahree existing shareholders which resultgatateeds of $1.1 million.

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

OTHER INFORMATION

Regulatory Matters and Pending Legislation

The Dodd-Frank Act expands the base for FDIC imstgassessments, requiring that assessments liedvetf®e average consolidated total
assets less tangible equity capital of a finarpititution. On February 7, 2011, the FDIC approséihal rule to implement the foregoing
provision of the Dodd-Frank Act and to make otHeargges to the deposit insurance assessment syspdicable to insured depository
institutions with over $10 billion in assets. Amoaitner things, the final rule eliminates risk catiegs and the use of long-term debt, issuer
ratings in calculating risk-based assessmentsirateiad implements a scorecard method, combininglEIAS rating and certain forward-
looking financial measures to assess the risk stitution poses to the Deposit Insurance Fund.fiffaé rule also revises the assessment rate
schedule for large institutions and highly complestitutions to provide assessments ranging frdrt@45 basis points. Except as
specifically provided, the final rule took effecirfthe quarter beginning April 1, 2011, and iseeféd in the June 30, 2012 fund balance and
was reflected in the invoices for assessments dine 30, 2012. This shift in assessment basis shomnrdfit community banks by placing
more of the burden on the large, multi-nationalkdsamvhich, until now, were only assessed on theinestic deposit base.

New Proposed Capital Rul

On June 7, 2012, the Federal Reserve approved sgdpales that would substantially amend the reégulaisk-based capital rules applical
to the Bancorp and the Bank. The FDIC and the O@iSequently approved these proposed rules on 2yrgd12. The proposed rules
implement the “Basel III” regulatory capital refasrand changes required by the Dodd-Frank Act. “Bé3eefers to two consultative
documents released by the Basel Committee on Barskiipervision in December 2009, the rules textssd in December 2010, and loss
absorbency rules issued in January 2011, whicludleckignificant changes to bank capital, leveramgkliguidity requirements. The proposed
rules are subject to a comment period running tiindseptember 7, 2012.

The Basel Ill Proposal is generally consistent wlith final Basel 11l capital rules, as describe@dim Annual Report on Form 10-K under
“ltem 1.Business — Supervision and Regulation.” phaposed rules include new risk-based capitallewerage ratios, which would be
phased in from 2013 to 2019, and would refine tiéndion of what constitutes “capital” for purpasef calculating those ratios. The
proposed new minimum capital level requirementdiegiple to the Bancorp and the Bank under the palsowvould be: (i) a new common
equity Tier 1 capital ratio of 4.5%; (ii) a Tierchpital ratio of 6% (increased from 4%); (iii) dabcapital ratio of 8% (unchanged from curr
rules); and (iv) a Tier 1 leverage ratio of 4% d&dirinstitutions. The proposed rules would als@bbksh a “capital conservation buffest 2.5%
above the new regulatory minimum capital requiretsiemhich must consist entirely of common equitgrTi capital and would result in the
following minimum ratios: (i) a common equity Tigrcapital ratio of 7.0%, (ii) a Tier 1 capital @bf 8.5%, and (iii) a total capital ratio



10.5%. The new capital conservation buffer requeehwould be phased in beginning in January 2006625% of risk-weighted assets and
would increase by that amount each year until fiiplemented in January 2019. An institution wobédsubject to limitations on paying
dividends, engaging in share repurchases, and gpaysaretionary bonuses if its capital level fédlidow the buffer amount. These limitations
would establish a maximum percentage of eligibtained income that could be utilized for such axgio

Basel Il provided discretion for regulators to inge an additional buffer, the “countercyclical leuff of up to 2.5% of common equity Tier 1
capital to take into account the macro-financialiemmment and periods of excessive credit growthwelver, the proposed rules permit the
countercyclical buffer to be applied only to “adead approach banks” (i.e. , banks with $250 Willko more in total assets or $10 billion or
more in total foreign exposures), which currenttglades the Bancorp and the Bank. The proposed aig® implement revisions and
clarifications consistent with Basel Il regardithge various components of Tier 1 capital, includiognmon equity, unrealized gains and
losses, as well as certain instruments that willomger qualify as Tier 1 capital, some of whichukbbe phased out over time.

The federal bank regulatory agencies also propmsésions to the prompt corrective action framewavkich is designed to place restrictic
on insured depository institutions, including thenR, if their capital levels begin to show signsvafakness. These revisions would take e
January 1, 2015. Under the prompt corrective aggguirements, which are designed to complementdpéal conservation buffer, insured
depository institutions would be required to méet following increased capital level requirementsiider to qualify as “well capitalized:i)
a new common equity Tier 1 capital ratio of 6.5%);4 Tier 1 capital ratio of 8% (increased from f%ii) a total capital ratio of 10%
(unchanged from current rules); and (iv) a Tieevderage ratio of 5% (increased from 4%).

The proposed rules set forth certain changes #océculation of risk-weighted assets, which we Mde required to utilize beginning
January 1, 2015. The standardized approach propokedtilizes an increased number of credit righasure categories and risk weights, and
also addresses: (i) a proposed alternative starddameditworthiness consistent with Section 939Ahe Dodd-Frank Act; (ii) revisions to
recognition of credit risk mitigation; (iii) ruleer risk weighting of equity exposures and past kams; (iv) revised capital treatment for
derivatives and repo-style transactions; and (sgldsure requirements for top-tier banking orgaions with $50 billion or more in total
assets that are not subject to the “advance approges” that apply to banks with greater than $8Bion in consolidated assets.
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Effects of Inflation

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

Effect of Government Monetary Policies

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

ltem 3. Quantitative and Qualitative Disclosures About Market Risk

At June 30, 2012, there have been no material @saimgthe information disclosed under “Quantitativel Qualitative Disclosures About
Market Risk” included within Customers Bancorp’sli20Form 10-K.

Item 4. Controls and Procedures

As of the end of the period covered by this repgBustomers Bancorp carried out an evaluation, utidesupervision and with the
participation of Customers Bancorp’s managementuding Customers BancopChief Executive Officer and Chief Financial Offic of the
effectiveness of the design and operation of CustsrBancors disclosure controls and procedures as definednathe Exchange Act Rul
13a-15(e) and 15d-15(e). Based upon the evaludtierChief Executive Officer and Chief Financiafi®dr concluded that Customers
Bancorp’s disclosure controls and procedures wigeetesze at June 30, 2012.

During the quarter ended June 30, 2012, there baeer no changes in the Bancorp’s internal conwret inancial reporting that have
materially affected, or are reasonably likely totenally affect, the Bancorp’s internal control o¥mancial reporting.
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Part Il. OTHER INFORMATION
Item 1. Legal Proceedings

Although from time to time, Customers Bancorp igailved in various legal proceedings in the nornmalrse of business, other than as
described below, there are no material legal priicgs to which it is a party or to which it is sebi.

On November 15, 2010, the Bank filed suit agains®Solutions, Inc. (“OSI”) in the United Statesfdict Court for the Eastern District of
Pennsylvania, seeking damages for failure to agsthe conversion of system and customer inforomagissociated with the former USA
Bank and requesting injunctive relief to compel @Bassist with the deconversion of the former LBakk’s systems. OSl filed
counterclaims against the Bank on November 24, 2&@4€erting claims for breach of contract and bredicettlement agreement. In support
of its breach of contract claim, OSI alleged ttna Bank “assumed” the former-USA Bank agreemendsi@hound by those agreements. OSI
claimed that it has sustained damages in exce®s ofillion. The Bank disputed that it has any ligypito OSI. Prior to trial, OSI dismissed
with prejudice its settlement agreement claim. Mwias held on February 24, 2011. On March 7, 2@14 Court ruled against the Bank and in
favor of OSI as follows: judgment was entered asjime Bank on OS$' claim that the agreements between OSI and USA Bane assume

by the Bank and judgment was entered against th& Ba its claims against OSI; judgment was entéoe®SI on its breach of contract

claim under one agreement, in the amount of $16dg#ind; the Court found there was no breach ofébend agreement by the Bank and no
proof of damages. OSI filed a motion for paymenliegfl fees and costs associated with the litigatichich are estimated to be around
$205,000. The Bank filed a motion with the Dist@xurt to vacate the judgment and to enter judgnmefatvor of the Bank on OSI’s
counterclaim. In addition, the FDIC filed a motitmintervene in the litigation, and has also souditinissal of OSI’s counterclaims on
jurisdictional grounds. On May 3, 2011, the Coudrged the FDI's motion to intervene, and directed that OSI resptm the motion to
dismiss the counterclaim. On August 9, 2011, thetriai Court granted the FDIC’s motion to dismissl aacated the judgment entered
against the Bank. The Court denied the Bank; pcatrhotion as moot because of the Court’s vacatiine judgment. On September 2, 2011,
Osi filed a notice of appeal to the United Stateslie Third Circuit, in which OSI appeals from Beurt’s August 9, 2011 Order granting
FDIC’s motion to dismiss. On April 27, 2012, howev@SI withdrew its appeal, which left in place Bistrict Court’s dismissal of OSI's
counterclaim and concluded the litigation betwdengarties.

ltem 1A. Risk Factors

In addition to the other information set forth imst Quarterly Report, you should carefully consitter factors discussed in “Risk Factors”
included within the 2011 Form 10-K. The risks désed in the 2011 Form 10-K are not the only risksirig us. Additional risks and
uncertainties not currently known to us or thatouerently deem to be immaterial also may materiatlyersely affect our business, financial
condition and/or operating results. There have lmeematerial changes in our risk factors from thadiselosed in the 2011 Form XOreferrec
to above.
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Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

During the six months ended June 30, 2012, the @argranted to certain officers, directors and exygés options to purchase an aggregate
of 31,668 shares of the Bancorp’s common stock uti#e2010 Stock Option Plan and restricted stotdtsuo acquire 517,186 shares of its
common stock under the Amended and Restated 2@@4time Equity and Deferred Compensation Plan hadBbnus Recognition and
Retention Program. The Bancorp received no coresider for these awards. The Bancorp believes tiestet awards were not subject to the
registration requirements of Section 5 of the SiéesrAct, as amended (the “Securities Act”), asidsuance without payment of any
consideration therefore does not constitute a "saider Section 2(3) of the Securities Act. The 8amp also believes these issuances would
be exempt under Section 4(2) of the Securitiesa&dransactions by an issuer not involving a pulffiering with no advertising or general
solicitation being employed.

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

Not applicable.

Iltem 5. Other Information
None.

Iltem 6. Exhibits

Exhibit No. Description

2.1 Stock Purchase Agreement, dated as of June 20, B9 Hhd among Customers Bancorp, Inc., Acacia lniéarance
Company, and Ameritas Life Insurance Corp., incoaped by reference to Exhibit 2.1 to the CustonBanscorp Form 8-
K filed with the SEC on June 21, 20

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

3.2 Amended and Restated Bylaws of Customers Banaacprporated by reference to Exhibit 3.2 to the Gusrs
Bancorf's Form K filed with the SEC on April 30, 201

3.3 Articles of Amendment to the Amended and Restatditlas of Incorporation of Customers Bancorp, mpayated by

reference to Exhibit 3.1 to the Customers Bancam=-K filed with the SEC on July 2, 20!
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31.1.
31.2.
32.1.

32.2.

101

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

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

Certification of the Chief Executive Officer Pursiiao 18 U.S.C. Section 1350, as Adopted Pursua8tttion 906 of
Sarbane-Oxley Act of 200z

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

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

XBRL Taxonomy Extension Schema Documel

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

*  These interactive data files are being filed ag pf this Report, and, in accordance with Rul2 dDRegulation SF, shall not be deem:
filed for purposes of Section 11 or 12 of the S#ims Act of 1933, as amended, or Section 18 ofSkeurities Exchange Act of 1934,
amended, or otherwise subject to liability undesthsections
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SIGNATURES

Pursuant to the requirements of the Section 15t)lof the Securities Exchange Act of 1934, thgsteant has duly caused the report
to be signed on its behalf by the undersignedeti@o duly caused this authorized.

Customers Bancorp, Inc.

August 14, 2012 By: /s/Jay S. Sidh
Name Jay S. Sidh
Title: Chairman and Chief Executive Officer
(Principal Executive Officer

Customers Bancorp, Inc.

August 14, 2012 By: /s/ Thomas R. Bruggs
Name Thomas R. Brugge
Title: Chief Financial Officer
(Principal Financial Officer
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Exhibit Index

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

Certification of the Chief Executive Officer Pursiido 18 U.S.C. Section 1350, as Adopted Pursua8ettion 906 of
Sarbane-Oxley Act of 2002

Certification of the Chief Financial Officer Pursiido 18 U.S.C. Section 1350, as Adopted Purswua8ettion 906 of

Sarbane-Oxley Act of 2002

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

XBRL Taxonomy Extension Schema Documel

XBRL Taxonomy Extension Calculation Linkbase Docutie
XBRL Taxonomy Extension Label Linkbase Documel
XBRL Taxonomy Extension Presentation Linkbase Doenirf
XBRL Taxonomy Extension Definitions Linkbase Docurh&

*  These interactive data files are being filed ag pf this Report, and, in accordance with Rul2 dDRegulation SF, shall not be deem:
filed for purposes of Section 11 or 12 of the Sems Act of 1933, as amended, or Section 18 of3beurities Exchange Act of 1934,
amended, or otherwise subject to liability undesthsections
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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:
| have reviewed this Quarterly Report on For-Q of Customers Bancorp, In

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

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

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

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

(b) Evaluated the effectiveness of the registradisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

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

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

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

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

/s/ Jay S. Sidhu

Jay S. Sidhu

Chairman and Chief Executive Officer
(Principal Executive Officer

Date: August 14, 201



Exhibit 31.2

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

I, Thomas Brugger, certify that:

1.
2.

(@)

(b)

(©

(@)
(b)

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

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

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

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

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

Evaluated the effectiveness of the registragiisslosure controls and procedures and presenttulsi report our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

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

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

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

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

/sl Thomas R. Brugger

Thomas R. Brugger
Chief Financial Officer
(Principal Financial Officer)

Date: August 14, 201



Exhibit 32.1

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

In connection with the quarterly report of CustomBancorp, Inc. (the “Corporation”) on Form 10-@ flee period ending June 30, 2012, as
filed with the Securities and Exchange Commissiothe date hereof (the “Reportf),Jay S. Sidhu, Chairman and Chief Executive @ffiaf
the Corporation, certify, pursuant to 18 U.S.C.5{13s adopted pursuant to 8906 of the Sarbanesy@xt of 2002, that to the best of my

knowledge and belief:

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

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

/sl Jay S. Sidhu
Jay S. Sidhu, Chairman and Chief Executive
Officer
(Principal Executive Officer)

Date: August 14, 201




Exhibit 32.2

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

In connection with the quarterly report of CustomBancorp, Inc. (the “Corporation”) on Form 10-@ flee period ending June 30, 2012, as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), |, Thomas Brug@srief Financial Officer of the
Corporation, certify, pursuant to 18 U.S.C. 813f)adopted pursuant to 8906 of the Sarbanes-OxiepfR002, that to the best of my

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

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

Date: August 14, 2012 /sl Thomas R. Brugger
Thomas R. Brugger, Chief Financial Officer
(Principal Financial Officer)




