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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

Quarterly report pursuant Section 13 or 15(d) of the Securities Exchange Act of 193
For the quarterly period ended March 31, 2013

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

For the transition period from to

333-166225
(Commission File number)

Customers%,Bancorp, Inc.

(Exact name of registrant as specified in its chaer)
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(Address of principal executive offices)

(610) 933-2000

(Registrant’s telephone number, including area code

N/A

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

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

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

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

Large accelerated fili O Accelerated filel

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

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

ASSETS
Cash and due from ban $ 6,731 $ 12,90¢
Interest earning depos 174,40¢ 173,10¢
Cash and cash equivalel 181,14( 186,01t
Investment securities available for sale, at falue 162,03( 129,09:
Loans held for sale (including $1,170,200 and $3,235 of mortgage warehouse loans at fair value at
March 31, 2013 and December 31, 2012, respecti 1,359,81 1,439,88
Loans receivable not covered under Loss Sharingéygents with the FDI 1,516,84. 1,216,94
Loans receivable covered under Loss Sharing Agratsweth the FDIC 102,01: 107,52t
Less: Allowance for loan loss: (26,439 (25,83
Total loans receivable, n 1,592,411 1,298,63
FDIC loss sharing receivah 12,04: 12,34
Bank premises and equipment, 9,54¢ 9,67
Bank-owned life insuranc 66,74¢ 56,19:
Other real estate owned (2013 $4,263; 2012 $4,408red under Loss Sharing Agreements with the Fl 9,41¢ 8,11«
Goodwill and other intangible 3,68¢ 3,68¢
Restricted stoc 34,08 30,16:
Accrued interest receivable and other as 27,70¢ 27,43¢
Total assets $3,458,62.  $3,201,23.
LIABILITIES AND SHAREHOLDERS ' EQUITY
Liabilities:
Deposits:
Demand, no-interest bearin $ 24250¢ $ 219,68
Interest bearin 2,293,31 2,221,13
Total deposit: 2,535,82i 2,440,81:
Federal funds purchas 90,00( 5,00(
Other borrowing: 537,00( 471,00(
Subordinated det 2,00¢ 2,00(
Accrued interest payable and other liabilit 16,88¢ 12,94:
Total liabilities 3,181,71. 2,931,75
Shareholder equity:
Preferred stock, no par value or as set by thedhd®0,000,000 shares authorized; none is 0 0

Common stock, par value $1.00 per share; 200,00G;08res authorized; 18,530,532 shares issued
and 18,482,913 outstanding at March 31, 2013 ar®eD¥8L21 shares issued and

18,459,502 outstanding at December 31, 2 18,53: 18,507
Additional paid in capita 213,02: 212,09(
Retained earning 45,50: 38,31«
Accumulated other comprehensive inca 354 1,06¢
Less: cost of treasury stock; 47,619 shares atiMaic 2013 and December 31, 2( (500 (500

Total shareholde’ equity 276,91( 269,47!
Total liabilities and shareholders’ equity $3,458,62.  $3,201,23

See accompanying notes to the unaudited consdlidiat@ncial statements.

3



Table of Contents

CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME — UNAUDITED

Three Months Ended
March 31,

2013 2012

(dollars in thousands,

except per share dal

Interest income

Loans held for sal $10,88: $ 1,021
Loans receivable, taxable, including ft 16,021 14,60:
Loans receivable, n-taxable, including fee 72 14
Investment securities, taxat 82¢ 2,91
Investment securities, n-taxable 0 21
Other 10¢ 65
Total interest incom 27,92( 18,63¢
Interest expenst
Deposits 5,13¢ 5,07:
Federal funds purchas 5 2
Borrowed funds 23¢ 13:
Subordinated det 16 18
Total interest expens 5,39¢ 5,22¢
Net interest incom 22,52¢ 13,41(
Provision for loan losse 1,10( 1,80(
Net interest income after provision for loan los 21,42¢ 11,61(
Nor-interest income
Deposit fee: 13C 11€
Mortgage warehouse transactional f 3,66¢ 2,09¢
Bank-owned life insuranc 47¢€ 26E
Gain on sale of investment securit 0 20¢
Accretion of FDIC loss sharing receival 1,215 655
Gain on sale of loar 5C 0
Other 574 38¢
Total nor-interest incom 6,11°f 3,732
Nor-interest expenst
Salaries and employee bene 7,391 5,49¢
Occupancy 1,91( 1,38(
Technology, communication and bank operati 841 647
Advertising and promotio 11¢& 27¢
Professional service 70€ 88¢€
FDIC assessments, taxes, and regulatory 1,34 66¢
Other real estate ownt 36 10€
Loan workoult 674 35¢
Loss contingenc 2,00 0
Other 1,45¢ 80¢
Total nor-interest expens 16,48( 10,621
Income before tax expen 11,06( 4,71¢
Income tax expens 3,871 1,60:
Net income $ 7,18 $ 3,11
Basic income per sha $ 03¢ $ 0.27
Diluted income per shal 0.3¢ 0.27

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

Three Months Ended

March 31,

2013 2012

(dollars in thousand:
Net income $ 7,18¢  $3,117

Other comprehensive income (los

Unrealized holding gain (loss) on securities agsiluring the perio (1,099 86
Income tax effec 38¢ (30
Reclassification adjustment for gains includedeétincome 0 (209)
Income tax effec 0 73
Other comprehensive loss, net of (710) (80)
Comprehensive income $ 6,47¢  $3,03:

See accompanying notes to the unaudited consdlidiatencial statements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY — UNAUDITED

Balance, January 1, 201.
Comprehensive incorr
Shar-based compensation expe!

Balance, March 31, 201:

Balance, January 1, 201.
Comprehensive incorr
Shar-based compensation expe!
Issuance of common sto

Balance, March 31, 201!

For the Three Months Ended March 31, 2013 and 201

Accumulated

Other
Shares of Additional Comprehensive  Treasury
Common Common Paid in Retained
Stock Stock Capital Earnings Income (Loss) Stock Total
(dollars in thousand:
11,347,68 $11,39® $122,60: $14,49¢ $ (245 $ (500) $147,74¢
3,112 (80) 3,032
52¢ 52¢
11,347,68 $11,39' $123,13( $17,60¢ $ (325) $ (500 $151,30¢
Accumulated
Other
Shares of Additional Comprehensive Treasury
Common Common Paid in Retained
Stock Stock Capital Earnings Income (Loss) Stock Total
(dollars in thousand:
18,459,50 $18,507 $212,09( $38,31: $ 1,06¢ $ (50C) $269,47
7,18¢ (710 6,47¢
704 704
23,41 24 228 252
18,482,91 $18,53. $213,02: $45,50: $ 354 $ (500 $276,91(

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

Three Months Ended March 31,

Cash Flows from Operating Activities

Net income

Adjustments to reconcile net income to net caskigenl by operating activitie:
Provision for loan losse

Loss contingenc

Provision for depreciation and amortizat

Stoclk-based compensatic

Deferred taxe

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

Gain on sale of loar

Origination/purchase of loans held for s

Proceeds from the sale of loans held for

Increase in FDIC loss sharing receiva

Amortization of fair value discoun

Net gain on sales of other real estate ow

Impairment charges on other real estate ov

Change in investment in be-owned life insuranc

Increase in accrued interest receivable and ogsats

Increase (decrease) in accrued interest payablethed liabilities
Net Cash Provided by Operating Activities

Cash Flows from Investing Activities

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

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

Purchase of loan portfoli

Proceeds from sales of SBA lo¢

Purchases of ba-owned life insuranc

Net (purchases of) proceeds from restricted s
Reimbursements from the FDIC on loss sharing ageets
Purchases of bank premises and equipt

Proceeds from sales of other real estate o

Net Cash (Used In) Provided by Investing Activitie:

Cash Flows from Financing Activities

Net increase in deposi

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

Net Cash Provided by (Used in) Financing Activitie:

Net (Decrease) Increase 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

Securities purchased not sett

See accompanying notes to the unaudited consdlidiatencial statements.
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2013

2012

(dollars in thousand:

$  7,18¢ $ 3,11
1,10C 1,80(
2,00( 0
62¢ 44¢
704 52¢
1 187
10¢ 39
0 (209)
(50) 0

(6,035,46/) (501,13¢)

6,113,54. 500,27
(1,940) (1,190
41 1,374
(29) (60)
89 957
(47€) (346€)
(176) (174)
77¢ (1,501)
88,03¢ 4,09¢
4,90z 2,19t
0 48,96t
(35,620 0
0 38,20:
(141,96 24,31(
(155,30f) 0
43¢ 0
(10,000 0
(3,91¢) 85¢
2,37( 11¢
(290) (40€)
445 2,844
(338,94) 117,08
95,03 221,07
101,00 (325,001
50,00 0
246,03 (103,929
(4,876) 17,25¢
186,01 73,57

$ 181,14( $ 90,82

$ 5,38 $ 5,267
337 2,58¢

$ 1,93 $ 2,38
3,421 0
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 1 — DESCRIPTION OF THE BUSINESS AND BASIS OF FRESENTATION

Customers Bancorp, Inc. (the “Bancorp”) is a Petwagya corporation formed on April 7, 2010 to féaite the reorganization of Customers
Bank (the “Bank”) into a bank holding company sttwe. The reorganization was completed on Septefife2011.

The unaudited consolidated financial statements l@en prepared in conformity with accounting pgles generally accepted in the United
States (“U.S. GAAP”) for interim financial statentemnd pursuant to the rules and regulations oSt#wurities and Exchange Commission
(“SEC™") for interim reporting. Certain informaticand note disclosures normally included in annueritial statements prepared in
accordance with U.S. GAAP have been condensed itireshpursuant to those rules and regulationspatih the Bancorp believes that the
disclosures made are adequate to make the infamatit misleading. The Bancorp’s unaudited conatdid interim financial statements
reflect all adjustments that are, in the opiniomafhagement, necessary for fair statement of #hdtgeof interim periods presented. Certain
amounts reported in the 2012 consolidated finarsté&bments have been reclassified to conforma@@1i3 presentation. These
reclassifications did not significantly impact Bancorp’s financial position or results of operato

The accounting policies of Customers Bancorp, &mcl Subsidiaries, as applied in the consolidatetim financial statements presented
herein, are substantially the same as those follawean annual basis as disclosed on pages 85gth@8i0f Customers’ Annual Report on
Form 10K for the fiscal year ended December 31, 201 $iggested that these financial statements barreajunction with the financii
statements and the notes thereto included in thstlkorm 10-K.

Operating results for the three-month period eridadch 31, 2013 are not necessarily indicative efrésults that may be expected for the
year ended December 31, 20

The Bancorp evaluated its March 31, 2013 consddifihancial statements for subsequent events ghrthe date the financial statements
were issued. The Bancorp is not aware of any amfditisubsequent events which would require recmgnitr disclosure in the financial
statements.

NOTE 2 — ACQUISITION ACTIVITY
Acacia Federal Savings Bank Acquisit
See NOTE 15 — SUBSEQUENT EVENTS.

CMS Bancorp Acquisition
See NOTE 15 — SUBSEQUENT EVENTS.

New England Commercial Lending Acquisit

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

NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES
Purchased Loans

The Bancorp believes that the varying circumstaniceter which it purchases loans and the diversitgaé loans purchased should drive
decision as to whether or not loans in a portfeliould be deemed to be purchased-credit-impairts|¢‘PCl” loans). Therefore, loan
acquisitions are and will be evaluated on a casedsg basis to determine the appropriate accoutmdagmnent. Loans acquired that do not
have evidence of credit deterioration at the pusetdate are and will be accounted for in accordaiitte

ASC 310-20Nonrefundable Fees and Other Costsd loans acquired with evidence of credit detation since origination and for which it
is probable that all contractually required payrsemill not be collected are and will be accountedif accordance with

ASC 310-30Loans and Debt Securities Acquired with Deterioda@redit Quality.
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Loans that are purchased that do not have evidena# credit deterioration

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

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

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

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

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

Recently Issued Accounting Standards

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

In October, 2012, the FASB issued ASU 2012 Bésiness Combinations (Topic 805): Subsequent Aticaufor an Indemnification Asset
Recognized at the Acquisition Date as a Result@daernmer-Assisted Acquisition of a Financial Institutiondansensus of the FASB
Emerging Issues Task ForcThis ASU requires an entity to subsequently accéamthe change in the measurement of the indepatitin
asset on the same basis as the change in the sisisjgtst to indemnification. The amendments in &88J) were effective for the first interim
periods or annual period beginning on or after Ddwer 15, 2012 and are to be applied prospectivalgption of this ASU has not had a
significant impact on the Bancorp’s results of @pens or financial position.

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

Unrealized Gains
and Losses on
Available-for-Sale

Securities

(dollars in thousand

Beginning balanc— January 1, 201 $ 1,064

Other comprehensive loss before reclassificat (710
Amounts reclassified from accumulated other

comprehensive incon 0

Net currer-period other comprehensive Ic (710

Ending balanc— March 31, 201 $ 354

(a) All amounts are net of tax. Amounts in parenthésdigate debits

NOTE 5 — EARNINGS PER SHARE
The following are the components of the Bancorpisags per share for the periods presented:

Three Months Ended March 31,

2013 2012
(dollars in thousands, except per share ¢
Net income allocated to common shareholt $ 7,18¢ $ 3,117
Weightec-average number of common she— basic 18,471,20 11,347,68
Sharebased compensation pla 283,58( 179,04«
Warrants 155,15. 98,90¢
Weightec-average number of common sha— dilutec 18,909,93 11,625,63
Basic earnings per she $ 0.3¢ $ 0.27
Diluted earnings per sha $ 0.3¢ $ 0.27

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

Anti -dilutive Securities Excluded From
the Computation of Earnings per Share
Three Months Ended March 31,

2013 2012
Weightec-average ar-dilutive securities
Shar+-based compensation awa 102,68« 1,599,79.
Warrants 129,94t 571,13!
Total weighte-average ar-dilutive securities 232,63( 2,170,92i

NOTE 6 — INVESTMENT SECURITIES

In May 2012, Customers Bancorp reclassified its®@@nillion held-to-maturity investment portfolio aivailable for sale. Due to its strong
outlook for loan growth, falling interest ratesdats decision to postpone its initial public offey of stock, the Bancorp decided to proceed
with this reclassification to provide liquidity. Bccordance with regulatory and accounting requerés) the Bancorp is prohibited from
classifying security purchases as held to matdoitya period of two years.
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The amortized cost and approximate fair value eéstment securities as of March 31, 2013 and DeeeBih 2012 are summarized as
follows:

March 31, 2013

Gross Gross
Unrealized Unrealizec
Amortized
Cost Gains Losses Fair Value
(dollars in thousand:
Availablefor Sale:
Mortgage-backed securities (; $136,47! $ 96z $ (540 $136,90:
Corporate note 25,00( 144 (22) 25,12¢
Equities 6 0 0 6
$161,48! $ 1,10¢ $ (561) $162,03(

(1) Includes privat-label securities with an aggregate amortized cb$602 and an aggregate fair value of $£

December 31, 201,

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

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

The following table shows proceeds from the salawaifilable-for-sale investment securities and ggasss and gross losses realized on those
sales for the three months ended March 31, 2012@ah2:

Three months ended March 31

2013 2012
(dollars in thousand:
Proceeds from sale of availa-for-sale securitie $ 0 $ 48,96¢
Gross gain: $ 0 $ 20¢
Gross losse _ 0 0
Net gains $ 0 $ 20¢

These gains and losses were determined using defispdentification method and were included omrinterest income.
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The following table shows available-for-sale dedtigities by stated maturity. Debt securities bddikg mortgages have expected maturities
that differ from contractual maturities becausertmvers have the right to call or prepay and arexefore, classified separately with no
specific maturity date:

March 31, 2013

Amortized Fair
Cost Value
(dollars in thousand:

Due in one year or le: $ 0 $ 0
Due after one year through five ye. 25,00( 25,12
Due after five years through ten ye 0 0
Due after ten yeal 0 0
Mortgage-backed securitie 136,47 136,90:
Total debt securitie $161,47¢ $162,02:

The Bancorp’s investments’ gross unrealized loasesfair value, aggregated by investment categodylength of time that individual
securities have been in a continuous unrealizesigosition, at March 31, 2013 and December 31, 2042 as follows:

March 31, 2013

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

(dollars in thousand:

Available for Sale:

Mortgage-backed securitie $23,79: $ (525 $ 421 $ (17 $24,211 $ (540
Corporate note 0 0 4,97¢ (22) 4,97¢ (212)
Total $23,79:0 $ (529 $ 540 $ (38 $29,19: $ (561)
December 31, 201,
Less than 12 months 12 months or more Total
Unrealized Unrealized Unrealizec
Fair Value Losses Fair Value Losses Fair Value Losses

(dollars in thousand:

Available for Sale:

Mortgage-backed securitie $569 $ B7) $ 42¢ $ (22 $ 6,12« $ (109
Corporate note 0 0 9,86: (137 9,86: (137)
Total $ 569 $ (87 $10,290 $ (159 $1598¢ $ (246

At March 31, 2013, there were five available-folesavestment securities in the less-than-twelverih@ategory and seven available-faile
investment securities in the twelve-month-or-martegory. At December 31, 2012, there were two allHor-sale investment securities in
the less-than-twelve-month category and eight akkator-sale investment securities in the twelanath-or-more category. In managemsent’
opinion, the unrealized losses reflect primarilaihes in interest rates due to changes in ecormnititions and the liquidity of the market,
and not credit quality. In addition, the Bancorgsmot believe that it will be more likely than rieat the Bancorp will be required to sell the
securities prior to maturity or market-price recgve

During June 2012, Moody’s downgraded all five cogte bonds in the Bancorp’s portfolio. This dowrgravas anticipated since Moody’s
placed these bonds on negative watch in Februdr®.2lhe Bancorp analyzed these bonds in more aetdik 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 bondsigoatto pay their scheduled interest paymentsroa.tNo additional downgrades are
anticipated at this time. The holdings are alhia financial services industry and all issuersvegl capitalized.

At March 31, 2013 and December 31, 2012, Custoank had pledged investment securities aggreg&ti3g.9 million and $103.5 millio
respectively, as collateral for borrowings from EtéLB.
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NOTE 7 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES
The composition of net loans receivable was as\i!

December 31

March 31,
2013 2012
(dollars in thousand:
Constructior $ 27,58 $ 27,79
Commercial real esta 39,92: 44,90:
Commercial and industri 11,00¢ 11,15
Residential real esta 19,73: 19,95:
Manufactured housin 3,761 3,72¢
Total loans receivableoveredunder FDIC loss sharing
agreements (1 102,01: 107,52¢
Constructior 35,62 28,897
Commercial real esta 1,031,34 835,48t
Commercial and industri 180,06( 75,11¢
Mortgage warehous 7,21¢ 9,56¢
Manufactured housin 149,87! 154,70:
Residential real esta 110,21 109,43(
Consume 1,89t 2,061
Total loans receivableot coveredunder FDIC loss sharing
agreement 1,516,23 1,215,26.
Total loans receivabl 1,618,24. 1,322,78:
Deferred (fees) costs, n 614 1,67¢
Allowance for loan losse (26,439 (25,83)
Loans receivable, ni $1,592,41i $1,298,63

(1) Loans that were acquired in two FDIC-assistadgactions and are covered under loss sharingragrds with the FDIC are referred to
as“covered” loans throughout these financial stateme

Customers Bank takes advantage of Federal Home Baak (“FHLB”) programs for overnight and term bmwings. Under the terms of a
blanket collateral agreement, advances from theB-kite collateralized by qualifying first-mortgageahs.

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

March 31, 2013

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

Commercial and industri; $ 71¢ % 0 $ 71¢ $ 31z ¢ 175,88¢ $ 3,14C $ 180,06(
Commercial real esta 264 0 264 17,21t 969,21¢ 44,64¢ 1,031,34
Constructior 0 0 0 2,65 32,01 957 35,62
Residential real esta 38C 38C 88: 97,47( 11,48( 110,21:
Consume 0 0 0 56 1,361 47¢ 1,89¢
Mortgage warehous 0 0 0 0 7,21¢ 0 7,21¢
Manufactured housing (. 7,64 2,11¢ 9,761 30¢ 134,18t 5,62( 149,87!
Total $ 9,006 $ 2,11¢ $11,12¢ $21,42° $1,417,35 $66,32¢ $1,516,23
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December 31, 201,

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

Commercial and industri; $ 38 $ 0O $ 38 $ 28 $ 72,71+ $ 2077 $ 7511¢
Commercial real esta 1,43i 0 1,43i 17,77( 770,50¢ 45,77: 835,48t
Constructior 0 0 0 2,42: 25,02: 1,452 28,89
Residential real esta 381 381 1,66¢ 95,39¢ 11,98 109,43(
Consume 0 0 0 5€ 1,48¢ 51¢ 2,061
Mortgage warehous 0 0 0 0 9,56¢ 0 9,56¢
Manufactured housing (- 9,23¢ 1,96¢ 11,20( 141 135,92« 7,43¢ 154,70z
Total $ 11,09C $ 1,966 $13,05¢ $22,34° $1,110,61 $69,24! $1,215,26,

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

(2) Loans where payments are due within 29 days a$theduled payment da

(3) Purchased manufactured housing loans, purchas261 0, are subject to cash reserves held dainé& that are used to fund the pdae
payments when the loan become-days or more delinquer

(4) Loans exclude deferred costs and fi

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

Covered Nonaccrual Loans and Loans Past Due
The following tables summariz®mveredloans, by class:

March 31, 2013

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

Commercial and industri $ 331 $ 0 $ 331 $ 10C $ 8,00¢ $ 2,57 $ 11,00¢
Commercial real esta 0 0 0 3,641 18,14¢ 18,13« 39,92:¢
Constructior 0 0 0 5,241 6,11¢ 16,23( 27,581
Residential real esta 0 0 0 1,34¢ 13,99( 4,39¢ 19,73:
Manufactured housin 79 0 79 88 3,521 73 3,761
Total $ 41C $ 0 $ 41C $10,41¢ $49,78: $41,40: $102,01:

December 31, 201,

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

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

(1) Loans balances do not include nonaccrual lo

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

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

(4) Loans exclude deferred costs and fi

(5) PClloans that were aggregated into pools are ateddor as a single asset with a single compasiéeest rate and ¢
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aggregate expectation of cash flows, the past tilessof the pools, or that of the individual loavithin the pools, is not meaningful.
Because we recognize interest income on each fi¢adios, they are all considered to be performi@l loans that are not in pools
accrete interest when the timing and amount of #agdected cash flows are reasonably estimablebaimd reported as performing
loans.

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

For the Three Months Ended

March 31, 2013 March 31, 2013
Unpaid Average Interest
Principal Related Recorded Income
Balance (1 Allowance Investment Recognize:

(dollars in thousand:
With no related allowance recorded:

Commercial and industri $ 4,16¢ $ 4,79¢ $ 56
Commercial real esta 26,31 23,627 19¢
Constructior 6,81¢ 7,32( 2
Consume 101 103 0
Residential real esta 2,06¢ 2,46° 8
With an allowance recorded:
Commercial and industri: 662 $ 42C 671 7
Commercial real esta 6,52( 2,207 8,58t 11
Constructior 5,11¢ 1,49( 6,307 49
Consume 10C 14 53 1
Residential real esta 1,41¢ 364 1,10: 2
Total $ 53,27¢ $ 4,49¢ $ 55,02¢ $ 334

(1) Also represents the recorded investm

For the Three Months Ended

December 31, 201, March 31, 2012
Unpaid Average Interest
Principal Related Recorded Income
Balance (1 Allowance Investment Recognize!

(dollars in thousand:
With no related allowance recorded:

Commercial and industri $ 3,84« $ 7,19:¢ $ 234
Commercial real esta 26,62¢ 20,66¢ 177
Constructior 6,58¢ 8,187 4
Consume 101 69 1
Residential real esta 3,18¢ 2,687 61
With an allowance recorded:
Commercial and industri; 374 $ 29t 79C 1
Commercial real esta 8,70¢ 2,50t 10,43« 73
Constructior 5,11¢ 1,541 7,13¢ 50
Consume 10C 14 21 0
Residential real esta 1,331 27C 86¢& 12
Total $ 55,97¢ $ 4,62F $ 58,04¢ $ 612

(1) Also represents the recorded investm
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Troubled Debt Restructurings

At March 31, 2013, there were $6.4 million in loaadegorized as troubled debt restructurings (“TRRNAd at March 31, 2012, there were
$7.9 million in loans categorized as troubled debtructurings. All TDRs are considered impaireghwin the calendar year of their
restructuring. In subsequent years, a TDR may deeisg classified as impaired if the loan was medifit a market rate and has performed
according to the modified terms for at least sixiths. A loan that has been modified at a below-etanéte will be returned to performing
status if it satisfies the six-month performanaguieement; however, it will remain classified agmired.

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

The following is an analysis of loans modified itr@ubled debt restructuring by type of conceséwrihe three months ended March 31,
2013 and 2012. There were no modifications thatlirad forgiveness of debt.

TDRs in
Compliance
with Their TDRs That
Modified
Terms and Are Not
Accruing Accruing
Interest Interest Total
(dollars in thousand:
Three months ended March 31, 201
Extended under forbearan $ 0 $ 0 $ 0
Multiple extensions resulting from financial diftikty 0 0] 0
Interes-rate reduction 0 257 257
Total $ 0 $ 257 $257
Three months ended March 31, 201
Extended under forbearan $ 0 $ 0 $ 0
Multiple extensions resulting from financial diftikty 0 0 0
Interes-rate reduction 15E 0 15E
Total $ 15¢ $ 0 $15E
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The following table provides, by class, the numiidoans modified in troubled debt restructuringsl ¢he recorded investments and unpaid
principal balances during the three months endectival, 2013 and 2012.

TDRs in Compliance with Their

Modified Terms and Accruing TDRs That Are Not
Interest Accruing Interest
Number Number
Recorded Recorded
of Loans Investment of Loans Investment

(dollars in thousands
Three months ended March 31, 201
Commercial and industri
Commercial real esta
Constructior
Manufactured housin
Residential real esta
Consume

Total

ocloococooo
&
cNeohoNoNe]

®»
N
&

Three months ended March 31, 201
Commercial and industri:
Commercial real esta

Constructior

Manufactured housin

Residential real esta

Consume

Total

[cNoNelNoNe]

15¢
$ 15¢

oOloocoooo

$ 0

At March 31, 2013 and 2012, there were no commitsnlend additional funds to debtors whose tenmms been modified in troubled debt
restructuring.

All loans modified in troubled debt restructurirgye evaluated for impairment. The nature and exteimipairment of TDRs, including those
which have experienced a subsequent default, isidered in the determination of an appropriatellefallowance for credit losses. There
was $0 in specific reserves resulting from the @aldiof TDR modifications for both the three mon#rsled March 31, 2013 and 2012. There
were no TDRs that defaulted in the three-monthgaeeinded March 31, 2013 as well as for the threatinperiod ended March 31, 2012.

Credit Quality Indicators

Credit quality indicators for commercial and indigdt commercial real estate, residential realtes@nd construction loans are based on an
internal risk-rating system and are assigned akoidwe origination and reviewed on a periodic ormorf‘as needed” basis. Consumer, mortgage
warehouse, and manufactured housing loans areatedlon the basis of the payment activity of tlamlo

To facilitate the monitoring of credit quality withthe commercial and industrial, commercial resthte, construction portfolio, and
residential real estate classes, and for purpdsasadyzing historical loss rates used in the deieation of the allowance for loan losses for
the respective portfolio class, the Bank utilizes following categories of risk ratings: pass/$atitory, special mention, substandard, and
doubtful. The risk rating categories, which areidst from standard regulatory rating definitionsg assigned upon initial approval of credit
to borrowers and updated periodically thereaftassisatisfactory ratings, which are assigned teetihorrowers that do not have identified
potential or well defined weaknesses and for whiighre is a high likelihood of orderly repayment apdated periodically based on the size
and credit characteristics of the borrower. Allatbategories are updated on a quarterly basiaglthie month preceding the end of the
calendar quarter. While assigning risk ratings lngs judgment and estimates, the risk rating pmceBitended to permit management to
identify riskier credits in a timely manner andoatite the appropriate resources to managing tims.loa

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

The Bank assigns a substandard rating to loansthahadequately protected by the current sounttvamd paying capacity of the borrower
or of the collateral pledged. Substandard loang leell defined weaknesses or weaknesses that jgmpdrdize the orderly repayment of the
debt. Loans in this category also are characteligeitie distinct possibility that the Bank will $ais some loss if the deficiencies noted are
not addressed and corrected.
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The Bank assigns a doubtful rating to loans thaelal the attributes of a substandard rating Withadded characteristic that the weaknesses
make collection or liquidation in full, on the basif currently existing facts, conditions, and ealuhighly questionable and improbable. The
possibility of loss is extremely high, but becao§eertain important and reasonable specific pemthctors that may work to the advantag
and strengthen the credit quality of the loancligssification as an estimated loss is deferrei itmtmore exact status may be determined.
Pending factors may include a proposed mergerauisition, liquidation proceeding, capital injeatigperfecting liens on additional collate

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

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

The following presents the credit quality tableoaMarch 31, 2013 and December 31, 2012 fomitve-coveredloan portfolio.

March 31, 2013

Commercial
Residential
and Commercial
Industrial Real Estate Construction Real Estate
(dollars in thousand:

Pass/Satisfactor $173,04: $ 988,35: $ 32,84 $107,43¢
Special Mentior 6,652 20,62t 37 1,00¢
Substandar 36¢€ 22,36 2,74 1,76¢
Doubtful 0 0 0 0
Total $180,06( $1,031,34 $ 35,62: $110,21:

Manufactured

Mortgage
Consumel Warehouse Housing
(dollars in thousand:

Performing $ 1,83¢ $ 7,21¢ $ 149,71

Nonperforming (1 57 0 15€

Total $ 1,89¢ $ 7,21¢ $ 149,87!

(1) Includes loans that are on nonaccrual status ativiat, 2013
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Pass/Satisfactor
Special Mentior
Substandar
Doubtful

Total

Performing

Nonperforming (1

Total

(1) Includes loans that are on nonaccrual status a¢eer 31, 201z

The following presents the credit quality tableoaMarch 31, 2013 and December 31, 2012 forcthveredloan portfolio.

Pass/Satisfactor
Special Mentior
Substandar
Doubtful

Total

Performing
Nonperforming (1

Total

(1) Includes loans that are on nonaccrual status ativiat, 2013
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December 31, 201

Commercial
Commercial Residential
and
Industrial Real Estate Construction Real Estate
(dollars in thousand:
$ 70,95¢ $794,18° $ 26,02( $105,49(
3,83¢ 18,731 454 1,017
327 21,80: 1,971 2,91¢
0 768 452 4
$ 75,11¢ $ 835,48t $ 28,89 $109,43(
Manufactured
Mortgage
Consume Warehouse __Housing
(dollars in thousand:
$ 2,00t $ 9,56¢ $ 154,56:
5€ 0 141
$ 2,061 $ 9,56¢ $ 154,70:
March 31, 2013
Commercial
Commercial Residential
and
Industrial Real Estate Construction Real Estate
(dollars in thousand:
$ 8,41¢ $ 21,79¢ $ 2,08( $ 13,78:
17z 18¢ 4,03¢ 45E
2,41¢ 17,93¢ 21,47: 5,49¢
0 0 0 0
$ 11,00¢ $ 39,92: $ 27,587 $ 19,73
Manufactured
Housin
(dollars in thousand
$ 3,67
88
$ 3,761
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December 31, 201,

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

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

Allowance for loan losses

The changes in the allowance for loan losses ®thhee months ended March 31, 2013 and 2012 anldadhs and allowance for loan losses
by loan segment based on impairment evaluation edethe as follows. Please read in conjunction digiclosures in the Bancorp’s 2012
Annual Report on Form 10-K.

Commercial
Commercial Residential Manufactured
Three months endec and Mortgage
March 31, 2013 Industrial Real Estate Construction Real Estate Housing Consumel Warehouse Unallocatec Total
(dollars in thousand:
Beginning Balance,

January 1, 201 $ 1,47 $ 15,43¢ $ 3,991 $ 3,23¢ $ 75C $ 154 $ 71 $ 72z $ 25,83]
Chargeoffs (20) (410 0 (139) 0 0 0 0 (56%)
Recoveries 11 52 0 ®3) 0 5 0 0 65
Provision for loan

losses 522 14z 28¢ 151 9€ (18) (a7) (64) 1,10C
Ending Balance,
March 31, 201! $ 1,99( $ 15,22% $ 4,27¢ $ 3,24¢ $ 84€ $ 141 $ 54 $ 65¢ $ 26,43¢
Loans:
Individually
evaluated for
impairment $ 4,82¢ $ 32,83t $ 11,93¢ $ 3,48( $ 0 $ 201 $ 0 $ 0 $ 53,27¢
Collectively
evaluated for
impairment 180,53( 975,65! 34,08¢ 110,58t 148,01t 1,14¢ 7,22( 0 1,457,23
Loans acquired
with credit
deterioratior 5,71( 62,78: 17,18 15,87 5,69¢ 47¢ 0 0 107,72t
$1,618,24
Allowance for loan
losses:
Individually
evaluated for
impairment $ 42C $ 2,207 $ 1,49( $ 364 $ 0 $ 14 $ 0 $ 0 $ 4,49
Collectively
evaluated for
impairment 1,327 8,45¢ 374 95k 72 50 54 65¢ 11,94«
Loans acquired
with credit
deterioratior 24¢ 4,557 2,41t 1,92¢ 774 77 0 0 10,00(
$ 1,99( $ 15,22% $ 4,27¢ $ 3,24¢ $ 84¢€ $ 141 $ 54 $ 65¢ $  26,43¢
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Commercial
Commercial Residential Manufactured
Three months endec and Mortgage
March 31, 2012 Industrial Real Estate Construction Real Estate Housing Consumel Warehouse Unallocatec Total
(dollars in thousand:
Beginning Balance,

January 1, 201 $ 1,441 $ 7,02¢ $ 4,65¢ $ 844 $ 18 $ 61 $ 92¢ $ 54 $ 15,03.
Chargeoffs (34) (20€) (1,217 (22) 0 0 0 0 (1,477
Recoverie: 0 37 0 4 0 0 0 0 41
Provision for loan

losses 57 257 1,65¢ (52) 15 34 (16€) 0 1,80(
Ending Balance, March 31
2012 $ 1,464 $ 7,115 $ 5,09¢ $ s $ 33 $ 95 $ 763 $ 54 $ 15,400
Loans:
Individually
evaluated for
impairment $ 8,18¢ $ 29,57¢ $ 14,50: $ 5,892 0 $ 15¢ $ 0 $ 58,31¢
Collectively
evaluated for
impairment 70,96: 321,36: 10,35¢ 55,62¢ 93,92 5,71% 561,26t 1,119,21
Loans acquired wit
credit
deterioratior 5,80¢ 85,46¢ 28,01! 21,49t 15,44¢ 224 0 156,45:
$1,333,98,
Allowance for loan losses
Individually
evaluated for
impairment $ 417 $ 1,42¢ $ 2,97 $ 59 $ 0 $ 20 $ 0 $ 0 $ 4,89
Collectively
evaluated for
impairment 94¢ 4,07¢ 264 607 33 78 762 54 6,82¢
Loans acquired wit
credit
deterioratior 98 1,531 1,86% 16€ 0 17 0 0 3,671
$ 1,46¢ $ 7,03¢ $ 5,09¢ $ 834 $ 33 $ 11F $ 768 $ 54 $ 15,40(

The non-covered manufactured housing portfolio puaghased in August 2010. A portion of the purchasse may be used to reimburse the
Bank under the specified terms in the Purchaseekgeat for defaults of the underlying borrower attteo specified items. At March 31,
2013 and 2012, funds available for reimburseméngdessary, were $3.1 million and $6.1 milliorspectively. Quarterly, these funds are
evaluated to determine if they would be sufficienabsorb probable losses within the manufactucessing portfolio.

The changes in accretable yield related to PCld@amce origination for the three months ended WM&k, 2013 and 2012 were as follows:

For the Three Months ended March 31 2013 2012
(dollars in thousand:
Balance, beginning of peric $32,17- $45,35¢
Accretion to interest incormr (2,077 (2,059
Reclassification (to) from nonaccretable differeaod disposals, n (43¢) 1,404
Balance, end of peric $29,66: $44,70:

FDIC Loss Sharing Receivak
The following table summarizes the activity relatedhe FDIC loss sharing receivable for the thmemths ended March 31, 2013 and 2012:

Three Months Ended March 31, 2013 2012
(dollars in thousand:
Balance, beginning of peric $12,34: $13,07"
Change in FDIC loss sharing receiva 2,07( 1,19(
Reimbursement from the FDI (2,370) (11¥8)
Balance, end of peric $12,04: $14,14¢

NOTE 8 — SHAREHOLDERS'’ EQUITY

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

On May 8, 2012, the Bancorp announced that, dmestidet conditions, it had postponed its initial eibffering of voting common stock.
Costs related to this postponed offering in the @amof $1.4 million were expensed.
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NOTE 9 — SHARE-BASED COMPENSATION

The table below presents the status of the restristock units at March 31, 2013 and changes dthimghree-month period ended March 31,
2013.

Weighted-

Restricted average

grant-date

stock units fair value

Outstanding at January 1, 2013 542,64 $ 12.7¢
Grantec 72,12¢ 14.9¢
Vested 0 0
Cancelec 0 0
Outstanding at March 31, 20. 614,77: $ 12.9¢

NOTE 10 — REGULATORY MATTERS

The Bank and the Bancorp are subject to variouslasgyy capital requirements administered by thieefal banking agencies. Failure to meet
the minimum capital requirements can initiate dartaandatory and possibly additional discretionacgions by regulators that, if undertak
could have a direct material effect on the Banegwnsolidated financial statements. At March ®1,3 the Bank and the Bancorp met all
capital adequacy requirements to which they argestub

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

To Be Well Capitalized

Under
Prompt Corrective
For Capital Adequacy Action
Actual Purposes Provisions
(Dollars in thousands Amount Ratio Amount Ratio Amount Ratio
As of March 31, 2013:
Total capital (to risk weighted assets
Customers Bancorp, In $297,86¢ 10.59% $ 224,92 8.(% N/A N/A
Customers Ban $292,67: 10.3%% $ 225,37 8.(% $ 281,72 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $270,86° 9.61% $ 112,46: 4.C% N/A N/A
Customers Ban $265,67: 9.4% $ 112,68¢ 4.0% $ 169,03: 6.C%
Tier 1 capital (to average assets)
Customers Bancorp, In $270,86° 9.16% $ 118,23 4.(% N/A N/A
Customers Ban $265,67. 8.9% $ 118,23 4% $ 147,79. 5.C%

As of December 31, 2012

Total capital (to risk weighted assets)

Customers Bancorp, In $289,03! 11.2¢% $ 205,44 8.C% N/A N/A
Customers Ban $244,71( 9.5% $ 205,44 8.(% $ 256,80: 10.(%

Tier 1 capital (to risk weighted assets

Customers Bancorp, In $262,71¢ 10.2% $ 102,72. 4.(% N/A N/A
Customers Ban $218,39: 85(% $ 102,72: 4.0% $ 154,08: 6.C%

Tier 1 capital (to average assets

Customers Bancorp, In $262,71! 9.3(% $ 112,93¢ 4.(% N/A N/A
Customers Ban $218,39: 7786 $ 112,89¢ 4.0% $ 141,12 5.C%

NOTE 11 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

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

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

Investment Securities:

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

Loans held for sale:

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

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

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

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

Loans receivable, net:

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

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

fair values are based on carrying values.

Impaired loans:

Impaired loans are those that are accounted 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 bageshuindependent third-party appraisals of
the properties, or discounted cash flows based thexpected proceeds. These assets are incladexlal 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 seghafaom the related covered assets, as it iootractually embedded in the assets a
not transferable with the assets should the abgedsld. Fair value is estimated using projectesth ¢é@ws related to the loss sharing
agreements based on the expected reimbursememdsdes using the applicable loss share percentagkthe estimated true-up
payment. These cash flows are discounted to refiectstimated timing of the receipt of the losarelreimbursement from the FDIC.

Other real estate owned:

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

Deposit liabilities:

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

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

Borrowings:

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

Subordinated debt:

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

Derivatives:

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

Off-balance-sheet financial instruments:

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

The following information should not be interpreteslan estimate of the fair value of the entired®am 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 Basatisclosures and those of other companies ap& meaningful.
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The estimated fair values of the Bancorp’s financistruments were as follows at March 31, 2013 Bedember 31, 2012.

Assets:

Cash and cash equivalel

Investment securities, available for s

Loans held for sal

Loans receivable, ni

FDIC loss sharing receivakb

Derivatives not designated as hedging instrum
Restricted stoc

Accrued interest receivab

Liabilities:

Deposits

Federal funds purchas

Other borrowing

Subordinated det

Derivatives not designated as hedging instrum
Accrued interest payab

Assets:

Cash and cash equivalel

Investment securities, available for s
Loans held for sal

Loans receivable, ni

FDIC loss sharing receivah
Restricted stoc

Accrued interest receivab

Liabilities:

Deposits

Federal funds purchas
Other borrowing:
Subordinated det
Accrued interest payab

Fair Value Measurements at March 31, 201

Quoted
Prices in
Active
Markets for Significant Significant
Other Unobservable
Identical Observable
Carrying Estimated Assets Inputs Inputs
Amount Fair Value (Level 1) (Level 2) (Level 3)
(dollars in thousand:
$ 181,14 $ 181,14 $181,14( $ 0 $ 0
162,03( 162,03( 6 162,02 0
1,359,81 1,359,81 0 1,356,64. 3,17:
1,592,411 1,587,46! 0 0 1,587,46!
12,04: 12,04: 0 12,04: 0
3,28t 3,28t 0 3,28t 0
34,08: 34,08: 0 34,08: 0
6,11¢ 6,11¢ 6,11¢ 0 0
$2,535,82! $2,565,99! $242,50¢ $2,323,49 $ 0
90,00( 90,00( 90,00( 0 $ 0
537,00( 538,85 0 538,85 0
2,00( 2,00( 0 2,00( 0
3,38¢ 3,38¢ 0 3,38¢ $ 0
1,54: 1,54: 1,54: 0 0
Fair Value Measurements at December 31, 20!
Quoted
Prices in
Active
Markets for Significant
Other Significant
Identical Observable Unobservable
Carrying Estimated Assets Inputs Inputs
Amount Fair Value (Level 1) (Level 2) (Level 3)
(dollars in thousand:
$ 186,01t $ 186,01¢ $186,01¢ $ 0 $ 0
129,09: 129,09¢ 6 129,08° 0
1,439,88 1,439,88! 0 1,439,88! 0
1,298,633 1,307,04 0 0 1,307,04
12,34 12,34: 0 12,34: 0
30,16 30,16 0 30,16 0
5,79( 5,79( 5,79( 0 0
$2,440,81 $2,674,76! $219,68° $2,455,07 $ 0
5,00( 5,00( 5,00( 0 0
471,00( 471,43. 0 471,43:. 0
2,00(¢ 2,00( 0 2,00( 0
1,53( 1,53( 1,53( 0 0

In accordance with FASB ASC 82Bair Value Measurements and Disclosuréke fair value of a financial instrument is thiéepg that would
be received to sell an asset or paid to transfiebdity in an orderly transaction between margatticipants at the measurement date. Fair
value is best determined based upon quoted marieispHowever, in many instances, there are néeguo
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market prices for the Bancorp’s various financstiuments. In cases where quoted market pricescar@vailable, fair values are based on
estimates using present value or other valuaticmigues. Those techniques are significantly aéiétty the assumptions used, including the
discount rate and estimates of future cash flovesofdingly, the fair value estimates may not bdized in an immediate settlement of the
instrument.

The fair value guidance provides a consistent definof fair value, focusing on an exit price in arderly transaction (that is, not a forced
liquidation or distressed sale) between markeigpants at the measurement date under currentanegkditions. If there has been a
significant decrease in the volume and level ofvigtfor the asset or liability, a change in vaiioa technique or the use of multiple valuation
techniques may be appropriate. In such instaneterrdining the price at which willing market paigignts would transact at the measurer
date under current market conditions depends ofattie and circumstances and requires the usgfisant judgment. The fair value is a
reasonable point within the range that is mostasgmtative of fair value under current market ciows.

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

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

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

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

For financial assets measured at fair value ortarneg and nonrecurring basis, the fair value meaments by level within the fair value
hierarchy used at March 31, 2013 and December@I2 @ere as follows:

March 31, 2013
Fair Value Measurements at the End of the Reportind?eriod Using

Quoted Prices in Significant
Active Markets for  Significant Other  Unobservable
Identical Assets  Observable Inputs Inputs
(Level 1) (Level 2) (Level 3) Total

(dollars in thousand:
Recurring fair value measurements

Assets
Available-for-sale securities
Mortgage-backed securitie $ 0% 136,90. $ 0 $ 136,90:
Corporate note 0 25,12 0 25,12
Equities 6 0 0 6
Derivatives not designated as hedging instrumeint 0 3,28¢ 0 3,28¢
Mortgage warehouse loans held for ¢ 0 1,167,02 3,17 1,170,201
Total asset— recurring fair value measureme $ 6 $ 1,33233 $ 3,17: $1,335,51!
Liabilities
Derivatives not designated as hedging instrument $ 0 $ 3,38¢ $ 0 $ 3,38¢
Nonrecurring fair value measurements
Assets
Impaired loans, net of specific reserves of $4, $ 0 $ 0 $ 931¢$ 9,31¢
Other real estate own 0 0 1,93¢ 1,93¢
Total asset— nonrecurring fair value measureme $ 03 0 $ 1125 $ 11,25¢

(1) Included in Other Asse
(2) Included in Other Liabilitie:
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December 31, 201,
Fair Value Measurements at the End of the Reportind?eriod Using

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
(Level 1) (Level 2) (Level 3) Total

(dollars in thousands
Recurring fair value measurements

Assets
Available-for-sale securities
Mortgage-backed securitie $ 0 3 104,13" $ 0 $ 104,13
Corporate note 0 24,95; 0 24,95;
Equities 6 0 0 6
Mortgage warehouse loans held for ¢ 0 1,248,93! 0 1,248,93!
Total asset— recurring fair value measuremel $ 6 $ 1,378,02 $ 0 $ 1,378,02
Nonrecurring fair value measurements
Assets
Impaired loans, net of specific reserves of $4, $ 0 $ 0 $ 11,000 $ 11,00¢
Other real estate ownt 0 0 5,73 5,73
Total asset— nonrecurring fair value measureme $ 0 $ 0 $ 16,74. $ 16,74:

The changes in Level 3 assets measured at faie wala recurring basis for the three months endativid1, 2013 and 2012 are summarized
as follows:

Loans Held for Sale
(dollars in thousand

Balance at January 1, 20 $ 0
Transfer from Level 2 to Level 3 (. 3,17:
Balance at March 31, 20: $ 3,17:
Mortgage-
backed Corporate
Securities Notes Total
(dollars in thousand:
Balance at January 1, 20 $ 2,89¢ $19,217 $22,11:
Total gains included in other comprehensive income
(before taxes 0 32¢ 32¢
Amortization included in interest incon (109 0 (109
Balance at March 31, 20: $ 2,79 $19,54¢ $22,33¢

(1) The Bancorp’s policy is to recognize transteesveen levels when events or circumstances watnargfers. During the first quarter of
2013, a suspected fraud was discovered in the Bdo&hs held-for-sale portfolio. Total loans invexdvin this fraud appear to be
approximately $5.2 million. In estimating the l@sgosure, management believes a range of possidebuld be as low as $1.5 mill
or less to a maximum of $3.2 million. Accordinglganagement has provided a loss contingency ofrlion at March 31, 2013. Due
to the uncertainty surrounding the amount of los@nagement has transferred these loans and tiedrédas contingency from Level 2
to Level 3.
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The following table summarizes financial assets famehcial liabilities measured at fair value asvtdrch 31, 2013 for which the Bancorp
utilized Level 3 inputs to measure fair value. Waduation techniques, unobservable inputs, andesfgeighted average) are the same as
those disclosed at December 31, 2012.

Quantitative Information about Level 3 Fair Value Measurements

Fair Value
Valuation Unobservable Range (Weighted
March 31, 2013 Estimate Technigue Input Average) (3)
(dollars in thousands
Impaired loan: $ 9,31¢ Collateral appraisal (1) Liquidation expenses (2) -3% t0-8% (-5.5%
Other real estate ownt $ 1,93t Collateral appraisal (1 Liquidation expenses (: -3% t0-8% (-5.5%

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

(2) Fair value is adjusted for costs to s

(3) Presented as a percentage of the value determynapipaisal

NOTE 12 — DERIVATIVE INSTRUMENTS AND HEDGING ACTIVI TIES
Accounting Policy for Derivative Instruments and Helging Activities

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

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

Risk Management Objectives of Using Derivatives

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

Derivatives Not Designated as Hedging Instruments

None of the Banco’s derivatives are designated in qualifying hedgielgtionships. Derivatives not designated as h&edge not speculative
and result from a service implemented in the fitgrter of 2013 that the Bank provides to certagt@mers. The Bank executes interest rate
swaps with commercial banking customers to fatditaeir respective risk management strategiessd imierest rate swaps are
simultaneously hedged by offsetting interest rateps that the Bank executes with a third partyrdento minimize its net risk exposure
resulting from such transactions. Since the intaade swaps associated with this program do net tire strict hedge accounting
requirements, changes in the fair value of bottctiomer swaps and the offsetting swaps are redjdirectly in earnings. At March 31,
2013, the Bancorp had 14 interest rate swaps witggregate notional amount of $89.0 million radatethis program.
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Fair Value of Derivative Instruments on the BalanceSheet
The following table presents the fair value of Bencorp’s derivative financial instruments as veallthe classification on the balance sheet.

Fair Value of Derivative Instruments
March 31, 2013

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

(dollars in thousand:
Derivatives not designated as hedging instrun
Interest rate produc Other assets $ 3,28t Other liabilities $ 3,38¢

Effect of Derivative Instruments on Comprehensive mcome
The following table presents the effect of the Bapts derivative financial instruments on compretiea income for the three months ended
March 31, 2013.

Effect of Derivative instruments on Comprehensivericome
Three months ended March 31, 201

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

(dollars in thousand:

Derivatives not designated as hedging instrume
Interest rate produc Other norinterest incom $ 43

Credit-risk-related Contingent Features

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

Agreements with major derivative dealer counteipartontain provisions whereby default on any efBancorp’s indebtedness would be
considered a default on its derivative obligatioftse Bancorp also has entered into agreementsahédin provisions under which the
counterparty could require the Bancorp to setfi®liligations if the Bancorp fails to maintainstatus as a well/adequately-capitalized
institution. As of March 31, 2013, the terminaticalue of derivatives in a net liability position ifigh includes accrued interest but excludes
any adjustment for nonperformance-risk) relatethése agreements was $3.5 million. In additionBaecorp has minimum collateral
posting thresholds with certain of these countgigmrbut at March 31, 2013 had not been requivgbst any collateral.
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NOTE 13 — DISCLOSURES ABOUT OFFSETTING ASSETS AND UABILITIES

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

Offsetting of Financial Liabilities and Derivative Liabilities
For the three months ended March 31, 201

Gross amounts not offset ir
the consolidated balance shet

Gross amount: Net amounts of
liabilities presentec
offset in the Cash collatera
Gross amount of consolidated in the consolidatec Financial
recognized liabilities balance sheet balance sheet instruments pledged Net amount
(dollars in thousands
Description
Interest rate derivatives with
institutional counterpartie ~ $ 3,38¢ $ 0 $ 3,38¢ % 0 $ 0 $ 3,38¢

NOTE 14 — LOSS CONTINGENCY

In March 2013, a suspected fraud was discoverdukiBank’s loans held-for-sale portfolio. Immediateps were taken to protect the Bank's
position, and this process is continuing. Althoughare very early in the process, the bank is tpkteps to minimize any loss exposure that
may result. Total loans involved in this fraud agp® be approximately $5.2 million. In estimatihg loss exposure, we believe a range of
possible loss could be as low as $1.5 million es l® a maximum of $3.2 million. Accordingly, weviegorovided a loss contingency of $2.0
million at March 31, 2013.

NOTE 15 — SUBSEQUENT EVENTS
Acacia Federal Savings Bank Acquisit

On April 4, 2013, Customers Bancorp, Inc., Acadi®@ lnsurance Company (“Acacia”) and Ameritas Uifisurance Corp. (together with
Acacia, “Sellers”) announced their mutual decisidme to delays in the receipt of regulatory appisvaot to extend the term of that certain
Stock Purchase Agreement, dated as of June 20, a8 EHImended by those certain Amendment to StoahBse Agreement, dated as of
December 18, 2012, Amendment No. 2 to Stock Puechgseement dated as of January 30, 2013, and AmemidNo. 3 to Stock Purchase
Agreement dated as of February 28, 2013, by andhgrtie Company and Sellers (the “Purchase Agreémémtead, on April 4, 2013, the
parties entered into a Termination and Non-René&gatement to terminate the Purchase Agreementhantitansactions contemplated
thereby (the “Termination Agreement”). Each parilf bear its own costs and expenses in connectiitim thre terminated transaction, without
penalties. The parties mutually agreed that thaitetion was in each company’s best interest.

CMS Bancorp Acquisition

Effective as of April 22, 2013, the Bancorp enteirgd an Amendment to Agreement and Plan of Meffamendment”) to that certain
Agreement and Plan of Merger, dated as of Augus2Q02 (“Merger Agreement”), by and between thedap and CMS Bancorp, Inc.
(“CMS").
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The Amendment extended from April 30, 2013 to Delsen81, 2013 the initial date at which, if the mesrgf CMS with and into the Bancc
pursuant to the Merger Agreement, as amended,diadased, either the Bancorp or CMS may termitia¢eAgreement, subject to the
termination date being extended until March 31,£20dder certain specified circumstances.

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

Other key terms agreed to by the Bancorp and CMiguthe Amendment provide for:

. CMS’s ability to terminate the Merger Agreementaasended, exercisable at any time after May 203 2@ither (i) the Bancorp has
not made an investment in CMS of $1.5 million of SMreferred Stock, or (ii) the Bancorp and CMS hasteagreed upon the terms of
a $2.0 million senior secured lending facility thia Bancorp will make available to CM

. the Bancorp to pay $300,000 to CMS as partial reirsdment for merg-related expenses incurred as of March 31, 2013

. the Bancorp to pay to CMS a termination fee of $fillion in the event the Merger Agreement, as adegh) is terminated under certain
provisions primarily relating to failure to consurata the Parent Merger due to -receipt of required government approv:
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ITEM 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Cautionary Note Regarding Forward-Looking Statemen$

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

Managemens discussion and analysis represents an overvigledfnancial condition and results of operatians] highlights the significa
changes in the financial condition and resultspdrations, as presented in the accompanying caiagedl financial statements for Customers
Bancorp, a financial holding company, and its whollvned subsidiaries, including Customers BanksTiiormation is intended to facilitate
your understanding and assessment of significaarigds and trends related to Customers Ba'’s financial condition and results of
operations as of and for the three months endediMzit, 2013. All quarterly information in this Magement's Discussion and Analysis is
unaudited. You should read this section in conjiancivith “Management’s Discussion and Analysis ofdnacial Condition and Results of
Operation” for the year ended December 31, 201deal in Customers Bancorp’s filing on Form 10-K floe fiscal year ended

December 31, 2012 (“2012 Form 10-K").

Critical Accounting Policies

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

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

Subsequent Events
Acacia Federal Savings Bank Acquisition

On April 4, 2013, we, Acacia Life Insurance Compdticacia”) and Ameritas Life Insurance Corp. (ttiger with Acacia, “Sellers”)
announced a mutual decision, due to delays ingbeipt of regulatory approvals, not to extend #rentof that certain Stock Purchase
Agreement, dated as of June 20, 2012, as amendibsy certain Amendment to Stock Purchase Agreemated as of December 18, 20
Amendment No. 2 to Stock Purchase Agreement dated 2anuary 30, 2013, and Amendment No. 3 to Sfarkhase Agreement dated a
February 28, 2013, by and among the Bancorp arldrSélhe “Purchase Agreement”). Instead, on AprR2013, the parties entered into a
Termination and Non-Renewal Agreement to termitta@ePurchase Agreement and the transactions cotatdphereby (the “Termination
Agreement”). Each party will bear its own costs argenses in connection with the terminated traiwgavithout penalties. The parties
mutually agreed that the termination was in eachpamy’s best interest.
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CMS Bancorp Acquisition
Effective as of April 22, 2013, we entered intoAAmendment to Agreement and Plan of Merger (“Amenalido that certain Agreement &
Plan of Merger, dated as of August 10, 2012 (“Mevygreement”), by and between the Bancorp and CMBcBrp, Inc. (“CMS”).

The Amendment extended from April 30, 2013 to Delsen81, 2013 the initial date at which, if the nergf CMS with and into the Bancc
pursuant to the Merger Agreement, as amended,dtadased, either we or CMS may terminate the Agre®, subject to the termination ¢
being extended until March 31, 2014 under certpatiied circumstances.

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

Other key terms agreed to by us and CMS under therdiment provide for:

. CMS’s ability to terminate the Merger Agreement, asraed, exercisable at any time after May 20, 2(figther (i) we have not mau
an investment in CMS of $1.5 million of CMS PreéstrStock, or (i) we and CMS have not agreed upertérms of a $2.0 million
senior secured lending facility that we will makea#able to CMS

. the Bancorp to pay $300,000 to CMS as partial reisdment for merg-related expenses incurred as of March 31, 2013

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

Results of Operations
First Quarter 2013 Compared to First Quarter 2012

We had net income of $7.2 million for the three thsrended March 31, 2013 and net income of $3.llomilor the three months ended
March 31, 2012, an increase of $4.1 million or 13Dituted earnings per share were $0.38 and $@ethe three months ended March 31,
2013 and March 31, 2012, respectively, a compaatigrease of $0.11 per share or 40.7%.

34



Table of Contents

Net Interest Incom

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

related spread and margin for the periods indicated

Assets

Interest earning depos
Investment securities, taxable (
Investment securities, n-taxable (A)
Loans held for sal
Loans, taxable (B
Loans, no-taxable (B)
Less: Allowance for loan loss:
Total interest earning assett
Nonr-interest earning asse

Total assets

Liabilities

Interest checkin
Money marke
Other saving:
Certificates of depos

Total interest bearing depos
Other borrowing:

Total interest-bearing liabilities
Nonr-interes-bearing deposit

Total deposits & borrowing

Other norinterest bearing liabilitie

Total liabilities
Shareholders Equity
Total liabilities and shareholders’ equity

Net interest earning
Tax equivalent adjustment (!

Net interest earning

Interest spread

Net interest margin

Net interest margin tax equivalent (C)

Three Months Ended March 31,

2013 2012
Interest Average Interest Average
income or income or
Average yield or Average yield or
balance expense cost balance expense cost
(dollars in thousand:
$ 17463 $ 10¢ 0.25%% $ 100,57¢ $ 65 0.2€%
143,02¢ 82¢ 2.32% 344,80: 2,91% 3.38%
0 0 0.0(% 2,07( 21 4.15%
1,123,42 10,88¢ 3.9%% 108,22: 1,021 3.8(%
1,379,22: 16,02: 4.71% 1,254,61. 14,60: 4.68%
11,49: 72 2.5% 2,46: 14 2.28%
(26,299 (15,51
2,805,50! 27,92( 4.05% 1,797,23 18,63¢ 4.17%
156,96 111,60«
$2,962,47. $1,908,84
$ 35,89 39 04% $ 34,507 50 0.5&%
999,52! 1,704 0.6% 731,90¢ 2,07¢ 1.14%
21,63¢ 26 0.4% 18,79 30 0.64%
1,192,33 3,361 1.1%% 742,39. 2,91t 1.58%
2,249,38! 5,13¢ 0.9%% 1,527,60. 5,07t 1.34%
171,33: 25€ 0.61% 91,26¢ 158 0.67%
2,420,71 5,39¢ 0.9(% 1,618,86: 5,22¢ 1.3(%
254,85¢ 132,30:
2,675,57 0.82% 1,751,17 1.2(%
12,55( 7,93¢
2,688,12 1,759,111
274,34 149,73:
$2,962,47. $1,908,84
22,52¢ 13,41(
39 19
$22,56¢ $13,42¢
_3.21% _2.9%
3.25% 3.00%
3.2€% 3.00%

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

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

(C) Full tax equivalent basis, using a 35% statutoxyrédie to approximate interest income as a taxasdet
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Net interest income increased by $9.1 million, 81086 for the three months ended March 31, 20125 million, from $13.4 million fo
the three months ended March 31, 2012. This net@se was attributable to increases of $1.0 bilicawverage volume of average interest-
earning assets, offset by an increase of $801lfbmih average interest-bearing liabilities. Thénary driver of the increase in net interest
income was from higher loan volume from the follogi

. $498.7 million increase in average mortgage waretitasns due to growth of the mortgage warehousdirigrbusiness
. $191.1 million increase in average commercial Igamsarily due to growth of the commercial real éstaan portfolio; an
. $328.3 million increase in average m-family loans due to growth of the mi-family lending busines:

The key measure of our net interest income ismetést margin. Our net interest margin increase?126% for March 31, 2013 from 3.00%
for the same period in 2012. The changes in yielkl® secondary to the changes in loan volume.

Additionally, interest income from mortgage wareb@loans, and commercial real estate loans inatdas89.9 million and $2.4 million,
respectively offset by a decrease from investmeatisties of $2.1 million. Driving the rise in im&st income was higher average loan voli
for mortgage warehouse loans of $498.7 million, emashmercial real estate loan volume of $193.0 miilliThe higher loan volume was a
result of our strategy to grow our mortgage waraledending and commercial real estate businesaé=s 8f investment securities in the
second quarter of 2012 lead to their lower averaya@me in the first quarter of 2013 compared toshme quarter in 2012. Interest expense
for borrowings increased by $106,000 due to thes@se in the level of borrowings.

Provision for Loan Losse

Customers Bancorp has established an allowandednrosses through a provision for loan lossesgdthas an expense on the statement of
income. The loan portfolio is reviewed quarterlyet@luate the outstanding loans and to measurethetberformance of the portfolio and the
adequacy of the allowance for loan losses. At M&th2013, approximately 3.5% of the loan portfalias covered under loss sharing
agreements with the FDIC. Charge-offs incurred alibe original estimated value are taken as additiprovisions, and a corresponding
receivable due from the FDIC is recorded through-imberest income for the portion anticipated tadéeovered under the loss sharing
agreements.

The provision for loan losses decreased by $700sidwed to $1.1 million for the three months endeddd&1, 2013, compared to $1.8 mill

for the same period in 2012. The decrease in th8 Plovision is attributable to several differemttbrs that include a decrease in specific
reserve requirements of $325 thousand in loansmared under FDIC loss share agreements, loarifiamnd®Cl loans, and the cash flow re-
estimation process for the PCI loans that tookeplacSeptember 30, 2012. Offsetting the declineeweserves needed for new loan growth in
the portfolio.

For more information about our provision and allow& for loan losses and our loss experience, sesfi(Risk” and “Asset Quality” herein.
Nor-Interest Income
The chart below shows our results in the variousmmnents of non-interest income for the three moetided March 31, 2013 and 2012.

Three Months Ended March 31,

2013 2012
(dollars in thousand:

Deposit fee: $ 13C $ 11€
Mortgage warehouse transactional f 3,66¢ 2,09¢
Bank-owned life insuranc 47€ 26&
Gain on sale of investment securities, 0 20¢
Accretion of FDIC loss sharing receival 1,215 655
Gain on sale of loar 50 0
Other 574 38¢
Total nor-interest incom $ 6,11 $ 3,73

Non-interest income was $6.1 million for the three mthsrended March 31, 2013, an increase of $2.4anifliom $3.7 million for the three
months ended March 31, 2012. This increase wasadgewth in warehouse lending volume which gerezt#tl.6 million in additional fee
income and accretion relating to our FDIC loss isigareceivable which increased by $562,000.
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Nor-Interest Expense
The below chart shows our results in the variousmmnents of non-interest expense for the three nsemded March 31, 2013 and 2012.

Three Months Ended March 31,

2013 2012
(dollars in thousands

Salaries and employee bene $  7,39i $  5,49¢
Occupancy 1,91( 1,38(
Technology, communication and bank operati 841 647
Advertising and promotio 11t 27¢
Professional service 70€ 88¢€
FDIC assessments, taxes and regulatory 1,34 66¢
Other real estate ownt 36 10€
Loan workoult 674 35¢
Loss contingenc 2,00( 0
Other 1,45¢ 80¢
Total nor-interest expense $ 16,48( $ 10,62

Nor-interest expense was $16.5 million for the thremtins ended March 31, 2013, an increase of appaigi;n$5.9 million as compared to
non-interest expense of $10.6 million for the sg@eod in 2012.

Salaries and employee benefits, which represeratbest component of nanterest expense, increased 34.6% or $1.9 milbairt4 million
in the first quarter of 2013 versus $5.5 milliortlie same period in 2012. The primary reason fgrititrease was the addition of 56 full-time
equivalent employees since March 31, 2012. Thisdirastly related to the need for additional empgley to support our organic growth and
the expansion into new markets and lines of busines

Occupancy expense increased by 38.4%, or $530;800y from $1.4 million in 2012 to $1.9 million R013. The increase was related to
building the infrastructure to support our growth.

Professional services expense decreased to $706, 008 first quarter of 2013 from $886,000 for #ame period of 2012. This decrease was
primarily attributable to lower legal and consuifiexpenses in 2013 compared to legal and consipgnses incurred in 2012 related to
regulatory filings.

FDIC assessments, taxes and regulatory fees imctdrys101.3% or $678,000 from $669,000 in 20121t& $nillion in 2013. The primary
reason for this increase was related to increaBe@ Bssessments for the first quarter of 2013 whijghroximated $515,000.

In March 2013, a suspected fraud was discoverdkiBank’s loans held-for-sale portfolio. Immedisteps were taken to protect the Bank’s
position and this process is continuing. Althoughave very early in the process, the Bank is takiegs to minimize any loss exposure that
may result. Total loans involved in this fraud agpi be approximately $5.2 million. In estimatthg loss exposure, we believe a range of
possible loss could be as low as $1.5 million es ® a maximum of $3.2 million. Accordingly we karovided a loss contingency of $2.0
million at March 31, 2013.

Other expenses increased $645,000 to $1.5 milfighe first quarter of 2013 from $809,000 in thetfquarter of 2012. Approximately
$216,000 of the increase was related to a surfgmmexpenses which directly correlated to the ginawthe loan portfolio. In general, there
was an overall increase in most categories witttieroexpense as a result of the growth and expasithe franchise.

Income Taxe

The income tax expense was $3.9 million and $116omifor the three months ended March 31, 2013 20t2. The increase in the income
tax provision was primarily due to the increaseeéh income before taxes of approximately $6.3 omilli

The effective tax rate for the three months endaddi 31, 2013 and 2012 was approximately 35 pewa@hB4 percent, respectively. The
effective tax rate was lower than the Federal staguate of 35% due to investment in tax-exemptséies and bank-owned life insurance.
The effective tax rate for the first quarter of 304as higher than the same period in 2012 duenetaxable income having a smaller impact
on the effective tax rate due to the higher leféhoome before income taxes.
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Financial Condition
General

Total assets were $3.5 billion at March 31, 20182%7.4 million, or 8.0%, increase from total ass#t$3.2 billion at December 31, 2012.
Total liabilities were $3.2 billion at March 31, 2®, an increase of $250.0 million, or 8.5%, frortatdiabilities of $2.9 billion at
December 31, 2012.

The major changes within our financial positionurced as the result of the growth in loans recdevabt covered by loss sharing agreem
with the FDIC, which increased by 24.6% or $300ioril to $1.5 billion at March 31, 2013, from $1.@ibn at December 31, 2012.
Approximately 50% of the loan growth was the resfilthe purchase of $155.1 million of commerciare from Flagstar Bank on March 28,
2013. In addition, as part of our organic growtatgtgy, we plan to establish a branch in the Cityhiladelphia with the intention of servici
underserved and lower-and-moderate-income customers

The following table sets forth certain key condehkalance sheet data:

December 31

March 31,
2013 2012
(dollars in thousand:
Cash and cash equivale $ 181,14 $ 186,01¢
Investment securities, available for s 162,03( 129,09:
Loans held for sale (including $1,170,200 and $8,235 of mortgage

warehouse loans at fair value at March 31, 20133wember 31,

2012) 1,359,81 1,439,88!
Loans receivable not covered under FDIC Loss Spagreement: 1,516,84. 1,216,94
Total loans receivable covered under FDIC Loss iSpakgreement: 102,01: 107,52¢
Total loans receivable, net of the allowance fanltosse: 1,592,411 1,298,63
Total asset 3,458,62. 3,201,23.
Total deposit: 2,535,82 2,440,81
Federal funds purchas 90,00( 5,00(
Total other borrowing 537,00( 471,00(
Subordinated det 2,00( 2,00(
Total liabilities 3,181,71. 2,931,75!
Total shareholde’ equity 276,91( 269,47!
Total liabilities and sharehold¢ equity 3,458,62. 3,201,23.

Cash and Cash Equivalents

Cash and cash equivalents is comprised of casdamffom banks and interest earning deposits. @agldue from banks consisted mainl
balances at the Federal Reserve Bank, in the anod@ii73.1 million and $172.0 million at March 2013 and December 31, 2012, as well
as vault cash and cash items in the process @atiwh which amounted to $6.7 million and $12.9ioml at March 31, 2013 and

December 31, 2012, respectively. In addition, egébearing balances at the Federal Home Loan BaRktsburgh, in the amount of $174.4
million at March 31, 2013 and $173.1 million at Batber 31, 2012, comprised the remaining portiocesh and cash equivalents. In total,
cash and cash equivalents decreased $4.9 millich686, to $181.1 million at March 31, 2013 whemgared to $186.0 million at
December 31, 2012.

Investment Securitie

Our investment securities portfolio is an importaotirce of interest income and liquidity. It cotsisf government agency and mortgage-
backed securities (guaranteed by an agency of tlited)States government and non-agency guarard@edjomestic corporate debt. In
addition to generating revenue, the investmentf@artis maintained to manage intereate risk, provide liquidity, provide collateralrfothel
borrowings, and diversify the credit risk of eamimssets. The portfolio is structured to maximieeinterest income, given changes in the
economic environment, liquidity position, and baarsheet mix.

At March 31, 2013, our investment securities wer®280 million compared to $129.1 million in DecemBé&, 2012. The increase is primal
the result of our purchase of FNMA and GNMA Ager@ymmunity Reinvestment Act (CRA)-eligible mortgdogeked securities. These
securities are comprised of loans in our assessarneat During the first quarter ended March 31,32@ie Bank purchased over $35.6 mill
of these securities.
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Unrealized gains and losses on available-for-sadearities, are included in other comprehensiverimeand reported as a separate component
of shareholders’ equity, net of the related tar&tff

Loans

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

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

Loans receivable, net, increased by $293.8 mili$1.6 billion at March 31, 2013 from $1.3 billiab December 31, 2012. In the first que
of 2013, the bank acquired $182.3 million in comararioans from Michigan-based Flagstar Bank ofcht$155.1 million is currently
outstanding. In addition, the increase in Loangirable, net, was also attributable to higher badarfor commercial real estate of $195.8
million. Offsetting the increase was normal loanofi for PCI and Covered loans.

The composition of net loans receivable at March2®13 and December 31, 2012 was as follows:

December 31

March 31,
2013 2012
(dollars in thousand:
Constructior $ 27,58 $ 27,79
Commercial real esta 39,92:! 44,90:
Commercial and industri 11,00¢ 11,15
Residential real esta 19,73: 19,95:
Manufactured housin 3,761 3,72¢
Total loans receivable covered under FDIC lossisbar
agreements (1 102,01: 107,52t
Constructior 35,62 28,89°
Commercial real esta 1,031,34 835,48t
Commercial and industri 180,06( 75,11¢
Mortgage warehous 7,21¢ 9,56¢
Manufactured housin 149,87! 154,70:
Residential real esta 110,21 109,43(
Consume 1,89 2,061
Total loans receivable not covered under FDIC &heging
agreement 1,516,23 1,215,26.
Total loans receivabl 1,618,24. 1,322,78:
Deferred (fees) costs, n 614 1,67¢
Allowance for loan losse (26,439 (25,83)
Loans receivable, ni $1,592,41 $1,298,63!

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

The commercial and construction credit loan refegfops are monitored on a periodic basis to evalia cash flows available for the
repayment of loans. Management emphasizes loaityqaat close monitoring of potential problem ctedCredit risk identification and
review processes are utilized to assess and mdah#ategree of risk in the loan portfolio. The lerdand credit administration groups are
charged with reviewing the loan portfolio and idfyimg changes in the economy or in a borrowertswinstances which may affect the
borrower’s ability to repay the loan, or the unglieng) value of the pledged collateral.
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As a mortgage warehouse lender, we provide a fdrfimancing to mortgage bankers by purchasing ésate the underlying residential
mortgages on a short-term basis under a masterctegae agreement. We are subject to the risksiassdevith such lending, including, but
not limited to, the risks of fraud, bankruptcy atefault of the mortgage banker or of the underlyggjdential borrower, any of which could
result in credit losses. The mortgage warehousgidgrdivision monitors these mortgage originatorsbtaining financial and other relevant
information to reduce these risks during the leggieriod.

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

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

Other than the concentrations already addressedriehouse lending, construction and commercialestte, and manufactured housing, at
March 31, 2013, we had no large exposures in otbley industries such as restaurants, home heatiryisinesses or other industries that
typically viewed as high risk.

Credit Risk

Customers Bancorp manages credit risk by maintgidiversification in its loan portfolio, by estadling and enforcing rigorous underwrit
standards, by intensive collection efforts and talelishing and performing periodic loan classtima reviews. Management also attempts to
anticipate and allow for credit risks by maintamian adequate allowance for loan losses, to whietlitdosses are charged when they are
identified and to which provisions are added whes appropriate. The allowance for loan losses/euated periodically as management
deems appropriate. The provision for loan losses$tal million and $1.8 million for the three mosignded March 31, 2013 and 2012,
respectively. The allowance for loan losses was4@8llion or 1.03% of total non-covered loans areh 31, 2013 and $25.8 million, or
1.2% of total non-covered loans, at December 31220
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The chart below depicts changes in Customers Baigcallowance for loan losses for the periods iatéd.
Analysis of the Allowance for Loan Losses

Three Months Ended

March 31,
2013 2012
(dollars in thousands

Balance at the beginning of the periot $25,83" $15,03:
Loan charge-offs

Constructior — 1,21z

Commercial real esta 40¢ 20¢

Commercial and industri; 20 34

Residential real esta 134 21

Consumer and othu — —
Total Charg-offs 563 1,47:
Loan recoveries

Constructior — —

Commercial real esta 53 37

Commercial and industri; 8 —

Residential real esta — 4

Consumer and othu 4 —
Total Recoverie: 65 41
Total net charge-offs 49¢ 1,432
Provision for loan losses 1,10( 1,80(
Balance at the end of the periot $26,43¢ $15,40(
Net-charge-offs as a percentage of average n-covered loans .04% A48%

Asset Quality

We had impaired loans totaling $53.3 million at btaB1, 2013, compared to $56.0 million at Decen¥ier2012. Non-accrual non-covered
loans totaled $21.4 million at March 31, 2013, ddvam $22.3 million at December 31, 2012. We hatiaharge-offs of $498,000 for the
first quarter of 2013. Net charge-offs were $1.4iam for the first quarter of 2012. There was $mRlion and $4.0 million of non-covered
other real estate owned as a result of foreclosuweluntary transfer to us at March 31, 2013 aeddénber 31, 2012, respectively.

To better understand our asset quality and relatsetve adequacy, we break our loan portfolio twim categories; loans that were originated
and loans that were acquired. Management beliéaghis additional information will allow inves®to better understand the risk in our
portfolio and the various types of credit resertyes are available to support loan losses in th&éu Originated loans are supported with
allowance for loan loss reserves. Acquired loarssapported with allowance for loan losses, nomedable difference fair value marks, and
cash reserves as described below.
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Asset Quality at March 31, 2012

NPAs tc
Greater than OREO NPLsto Loans +
Non-accrual/ Total
PCI 90 Days NPLs NPAs Loan OREO
Loan Type Total Loans Loans Current  30-90 Day: and Accruing (a) (b) (@)+(b) Type (%) (%)
(dollars in thousand:
Originated Loans
Legacy (prior to 9/09 $ 97,12¢ $ 0 $ 8091¢ $ 1,35 $ 0 $ 14,85 $3,08t $17,94( 15.2¢ 17.9C
Manufacturec 3,58¢ 0 3,58¢ 0 0 0 0 0 0.0C 0.0cC
Warehous— Repo 7,21¢ 0 7,21¢ 0 0 0 0 0 0.0C 0.0C
Multi-family 473,57¢ 0 473,57¢ 0 0 0 0 0 0.0C 0.0C
Commercia 474,72¢ 0 473,61« 0 0 1,11¢ 0 1,11¢ 0.2 0.2
Consumer/Mortgag 78,96¢ 0] 78,96¢ 0 0 0 0 0 0.0C 0.0C
TDRs 4,37¢ 0 1,59¢ 0 0 2,78( 0 2,78( 63.5: 63.5:
Total Originated Loans 1,139,657 0 1,119,47 1,352 0 18,74¢ 3,08t 21,83« 1.6t 1.91
Acquired Loans
Berkshire 13,93¢ 0 11,554 12 0 2,37C 1,381 3,751 17.01 24.5:
FDIC — Covered 60,32« 0 49,17: 41C 0 10,74  4,26% 15,00¢ 17.81 23.2%
FDIC — Non-coverec 20 0 20 0 0 0 0 0 0.0C 0.0cC
Manufactured Housing 201 81,54% 0 77,13¢ 4,412 0 1 0 1 0.0C 0.0C
Manufactured Housing 20! 0 0 0 0 0 0 67¢ 67¢ 0.0C  100.0(
Manufactured Housing 20! 57,83 0 52,537 3,17¢ 2,11¢ 0 0 0 0.0C 0.0C
Flagstar 157,16( 0 157,16( 0 0 0 0 0 0.0C 0.0cC
TDRs 2,028 0 1,66€ 51 0 307 0 307 15.1¢ 15.1¢
Total Acquired Loans 372,84t 0 349,24! 8,06 2,11¢ 13,42(  6,32¢ 19,74¢ 3.6C 5.21
Acquired PCI Loans
Berkshire 57,26: 57,26: 50,69¢ 38C 6,187 0 0 0
FDIC — Covered 42,31¢ 42,31¢ 5,02¢ 0 37,28¢ 0 0 0
Manufactured Housing 20! 11,61( 11,61( 5,90¢ 1,08¢ 4,61¢ Q 0 0
Total Acquired PCI Loans 111,19 111,19 61,63 1,46¢ 48,09: Q 0 0
Subtotal 1,623,61. 111,19¢ 1,530,35 10,88: 50,21( 32,16¢ 9,41¢ 41,58
Fair Value/Credit Marks/Deferre
Fees and Expens (4,759 (3,469 (2,216) (93) (2,127) (326) 0 (326)
Total Portfolio $ 1,618,85 $107,72¢ $1,528,13 $ 10,78¢ $ 48,08t $ 31,841 $9,41/ $41,25' 1.97 2.52
Warehous— HFS $ 1,359,81 $ 0 $1,359,81 $ 0 $ 0 $ 0 $ 0% 0

42



Table of Contents

Asset Quality at March 31, 2013 (continued

Reserve
Total to Loans Reserves
Cash Credit to NPLs
Loan Type Total Loans NPLs ALL Credit Marks Reserve  Reserve (%) (%)
(dollars in thousand:
Originated Loans
Legacy (prior to 9/09 $ 97,12t $14,85F $4,037 $ 0 3 0 $ 4,03i 4.1€ 27.1¢
Manufacturec 3,58¢ 0 72 0 0 72 2.01 nle
Warehous— Repo 7,21¢ 0 54 0 0 54 0.7t nle
Multi-family 473,57¢ 0 2,36¢ 0 0 2,36¢ 0.5C n/e
Commercia 474,721 1,11« 4,50( 0 0 4,50( 0.9t 403.9¢
Consumer/Mortgag 78,96¢ 0 592 0 0 592 0.7¢ n/e
TDRs 4,37¢ 2,78( 0 0 0 0 0.0C n/e
Total Originated Loans 1,139,57: 18,74¢ 11,620 0 0 11,620 1.0Z 61.9¢
Acquired Loans
Berkshire 13,93¢ 2,37 39¢ 0 0 39¢ 2.8€ 16.7¢
FDIC — Covered 60,32« 10,74: 2,581 32€ 0 2,907 4.82 27.0¢€
FDIC — Non-coverec 20 0 0 0 0 0 0.0C n/e
Manufactured Housing 20! 81,54° 1 0 0 3,13¢ 3,13¢ 3.8t 313800.0!
Manufactured Housing 20! 0 0 0 0 0 0 0.0C n/e
Manufactured Housing 201 57,83 0 0 0 0 0 0.0C nle
Flagstat 157,16( 0 282 0 0 282 0.1¢ n/e
TDRs 2,02t 307 0 0 0 0 0.0C n/e
Total Acquired Loans 372,84¢ 13,42( 3,261 32€ 3,13¢ 6,72¢ 1.8C 50.11
Acquired PCI Loans
Berkshire 57,26: 0 3,951 (2,08)) 0 1,87( 3.27 n/e
FDIC — Coverec 42,31¢ 0 6,171 91& 0 7,08¢ 16.7¢ nle
Manufactured Housing 20! 11,61( 0 775 4,62¢ 0 5,40¢ 46.5¢ nle
Total Acquired PCI Loans 111,19( 0 10,89’ 3,467 0 14,36( 12.91 nle
Subtotal 1,623,61 32,16¢ 25,78: 3,78¢ 3,13¢ 32,70¢
Fair Value/Credit Marks/Deferre
Fees and Expens (4,759 (326) 0 0 0 0
Unallocatec 0 0 65€ 0 0 65¢
Total Portfolio $ 1,618,85  $31,84! $26,43¢ $ 3,78¢ $ 3,13t $ 33,36¢ 2.0€ 104.7¢
Warehous— HFS $ 1,359,81 $ 0 $ 0 $ 0 $ 0 $ 0 0.0C nle

Originated Loans

Loans that the Bank has originated totaled $1libbikht March 31, 2013, or about 70.4% of totaheaOf these, $97.1 million represents
loans that were originated prior to September 2008gacy Loans”), when the new management team bgathy Sidhu introduced new
underwriting standards that management believemare conservative. At March 31, 2013, the loangitmated prior to September 2009

include $17.9 million of non-performing assets (A?) or 82.2% of total NPAs for originated loansdns originated after September 2009,

which total approximately $1.0 billion, include $3nillion of NPAs.

The high level of non-performing loans (“NPLs")time Legacy Loan portfolio (15.3% NPL / Loans) anpported with $4.0 million of
reserves, or about 4.2% of total Legacy Loans. Cernial loans and multifamily loans totaled $948.8iom and are supported with $6.9

million of allowance for loan losses. Consumer amattgage loans totaled $78.9 million and are suppldoy $592 thousand of allowance for

loan losses.

Acquired Loan:

At March 31, 2013, we carried $479.3 million of argd loans which was 29.6% of total loans. Wheanfoare acquired, they are recorde
the balance sheet at fair value. Acquired loansidecpurchased portfolios, FDIC failed-bank acdigias and unassisted acquisitions. At
March 31, 2013, (i) 32.6% of acquired loans weoanfiMichigan based Flagstar Bank that took plac&arch 28, 2013, (ii) 14.8% of

acquired loans were from the Berkshire Bancorp iattépn, (iii) 21.3% of acquired loans were from EDassisted acquisitions, which have
loss share protection of 80% of credit losses betmgred by the FDIC, and (iv) 31.3% of acquireahi® represented manufactured housing
loans which were purchased from Tammac Holding G@rjion, a consumer finance company. Of the loamshased from Tammac prior to
2012, 86.8% were supported by a $3.1 million caskenmve which is maintained in a demand deposituatta the Bank. All current losses
and delinquent interest are covered with this reséiVe estimate that this cash reserve will be aaliegto cover future losses and delinquent
interest over the life of the portfolio. For the migactured housing loans purchased in 2012 in tinguat of 63.2 million, Tammac has an
obligation to pay us the full payoff amount of daldted loan once the borrower vacates the propettich includes any principal, unpaid
interest, or advances on the loans.

Held-For-Sale-Loans

The warehouse held-for-sale category portfoliouidels $1.2 billion of warehouse loans and $189.6anibf mortgages. Held-for-sale-loans
are carried on our balance sheet at a fair vallevogr of cost market, so an allowance for loaséssis not needed.
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Most of the acquired loans were purchased at adigc The price paid factored into management’gioent on the credit and interest rate
risk inherent in the portfolio at the time of puasle. Every quarter, management reassesses tlamdsdjusts the fair value to incorporate

changes in the credit outlook. Total NPAs in thguaed portfolio were $19.4 million, or 43.8% otabNPAs. Of this total, 76% have FDIC
loss share protection (80% FDIC coverage of losgdadylarch 31, 2013, the FDICevered loans had $8.7 million of allowance fomdasse

and $1.2 million of noraccretable difference fair value marks to suppaxire credit losses. 8.5% of total NPAs were froanks related to tt
Berkshire acquisition, while 2.3% of total NPAs wdrom loans acquired from Tammac.

Acquired loans have a significantly higher percgataf non-performing assets than loans originate 8eptember 2009. Management
acquired these loans with the expectation thatbssuld be elevated, and therefore incorporataetkpectation into the price paid.
Management also created a Special Assets groupdkat major focus on workouts for these acquitedperforming assets.

Nonperforming loans and assets not covered undéCHBss sharing agreemer

The tables below set forth non-performing loans rmoakperforming assets not covered under FDICdbsasing agreements and the
corresponding asset quality ratios at March 31320d December 31, 2012. Non-accruals loans desttek®20 thousand through March 31,

2013 when compared to December 31, 2012.

March 31, December 31
2013 2012
(dollars in thousand:
Loans 90+ days delinquent and still accrt $ 2,11¢ $ 1,96¢
Non-accrual loans (1 $21,427 $ 22,34
Other real estate ownt 5,151 4,00¢
Non-performing no-covered asse $26,57¢ $ 26,35
(1) Net of credit marks
March 31, December 31
2013 2012
Non-accrual non-covered loans to total non-covereddoa 1.41% 1.8%%
Non-performing, no-covered assets to total r-covered asse 1.75% 2.1e%
Non-accrual loans and 90+ days delinquent to totatcmrered
asset 1.55% 1.9¢%
Allowance for loan losses t
Total nor-covered loan 1.05% 1.2(%
Non-performing, no-covered loan 72.5%% 65.26%
Non-performing, no-covered asse 58.4¢% 55.3%%

We seek to manage our credit risk through the difieation of the loan portfolio and the applicatiof policies and procedures designed to
foster sound credit standards and monitoring prastiWhile various degrees of credit risk are daased with substantially all investing
activities, the lending function carries the greatiegree of potential loss.
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The tables below set forth non-accrual loans andperforming assets covered under FDIC loss shagngements at March 31, 2013 and
December 31, 2012.

March 31, December 31
2013 2012
(dollars in thousand:
Non-accrual covered loans ( $10,41¢ $ 10,50¢
Covered other real estate owr 4,267 4,10¢
Non-performing, covered asse $14,67¢ $ 14,61

(1) Net of credit marks

Deposits

We offer a variety of deposit accounts, includihgcking, savings, money market and time deposipoBits are obtained primarily from
within our service area and through wholesale anldr networks. These networks provide low costling alternatives to retail deposits ¢
provide diversity to our sources of funds. Totgbalgts grew by 3.9% to $2.5 billion at March 3112Grom $2.4 billion at December 31,
2012. Demand deposits grew $53.7 million whileifiedte of deposits grew $38.5 million. IncludedTiime, $100,000 and over, are listing
service certificates of deposits that increase@18.1 million to $816.6 million at March 31, 2013.

The components of deposits were as follows:

December 31

March 31,
2013 2012
(dollars in thousand:
Demand, no-interest bearin $ 242,50¢ $ 219,68
Demand, interest bearit 1,051,83: 1,020,94
Savings 23,08 20,29¢
Time, $100,000 and ow 816,58¢ 708,48’
Time, othel 401,81 471,39¢
Total deposit: $2,535,82 $2,440,81.

Capital Adequacy

Shareholders’ equity increased by $7.4 million23&9 million at March 31, 2013, from $269.5 milliat December 31, 2012. Net income
was $7.2 million for the first quarter of 2013.dddition, the recognition of stock-based compensaticreased equity by $704,000 which
was offset by unrealized losses on securities @0FI00. Lastly, 23,411 shares of Voting Common ISteere issued during the first quarter
of 2013 to directors who were entitled to receivese as compensation for their service as a dire€tdustomers Bancorp or Customers
Bank, which resulted in a $252,000 increase inedi@Eders’ equity.

We are subject to various regulatory capital rezaints that are monitored by federal banking agsné&iailure to meet minimum capital
requirements can lead to supervisory actions byla¢grs; any supervisory action could have a dinegterial effect on our financial
statements. During the quarter ended March 31,,20a8tomers Bancorp downstreamed $39 million i ¢asCustomers Bank. At March !
2013, we met all capital adequacy requirementshiclmwe were subject.
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The capital ratios for the Bank and Customers BgmabMarch 31, 2013 and December 31, 2012 wefellasvs:

To Be Well Capitalized

Under
Prompt Corrective
For Capital Adequacy Action
Actual Purposes Provisions
(Dollars in thousands Amount Ratio Amount Ratio Amount Ratio
As of March 31, 2013:
Total capital (to risk weighted assets
Customers Bancorp, In $297,86¢ 10.59% $ 224,92 8.(% N/A N/A
Customers Ban $292,67: 10.3%% $ 225,37 8.(% $ 281,72 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $270,86° 9.61% $ 112,46: 4.C% N/A N/A
Customers Ban $265,67: 9.4% $ 112,68¢ 4.0% $ 169,03: 6.0%
Tier 1 capital (to average assets)
Customers Bancorp, In $270,86° 9.16% $ 118,23 4.(% N/A N/A
Customers Ban $265,67. 8.9% $ 118,23 4% $ 147,79. 5.C%
As of December 31, 201z
Total capital (to risk weighted assets)
Customers Bancorp, In $289,03! 11.2¢% $ 205,44 8.C% N/A N/A
Customers Ban $244,71( 9.59% $ 205,44: 8.(% $ 256,80: 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $262,71¢ 10.2% $ 102,72. 4.(% N/A N/A
Customers Ban $218,39: 85(% $ 102,72: 4.0% $ 154,08: 6.C%
Tier 1 capital (to average assets
Customers Bancorp, In $262,71! 9.3(% $ 112,93¢ 4.(% N/A N/A
Customers Ban $218,39: 7.7/ $ 112,89 4.0% $ 141,12 5.0%

Liquidity and Capital Resources

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

Our investment portfolio provides periodic cashwifothrough regular maturities and amortization, et be used as collateral to secure
additional liquidity funding. Our principal sourcesfunds are proceeds from stock issuances, disppsincipal and interest payments on
loans, and other funds from operations. We alsotai borrowing arrangements with the FHLB andRbederal Reserve Bank of
Philadelphia to meet short-term liquidity needsMerch 31, 2013, our borrowing capacity with theltlBHvas $738.5 million of which
$110.0 million was currently utilized in long-tetmorrowings. Furthermore, at March 31, 2013, ouilakke borrowing capacity with the
Federal Reserve Bank of Philadelphia was $85.2amnill

Net cash flows provided by operating activities &#$88.0 million for the three months ended March281.3. Proceeds of loans held for ¢
in excess of the origination of loans held for saatributed $78.1 million to cash flows provideddperating activities. Investing activities
used net cash flows of $338.9 million for the thmeenths ended March 31, 2013, as purchases lessqute from maturities, calls and
principal repayments of investment securities 2@l 7 million. The net increase in loans in the ant@f $142.0 million as well as the
purchase of the Flagstar loans of $155.3 millioedusash of $297.3 million. An additional purchasbank-owned life insurance in the
amount of $10 million during the first quarter edddarch 31, 2013 also contributed to the total azstd in investing activities.
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A $95.0 million net increase in deposits combinethwan increase in both shagrm borrowed funds and FHLB borrowings in the amtswof
$101.0 million and $50.0 million, respectively prd&d support for operating activities. Ultimatelye net result was a decrease in cash and
cash equivalents of $4.9 million.

Other Information
Regulatory Matters and Pending Legislat

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

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

Effect of Government Monetary Policies

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

ltem 3.  Quantitative and Qualitative Disclosures About Market Risk

At March 31, 2013, there have been no material gbain the information disclosed under “Quanti@tnd Qualitative Disclosures About
Market Risk” included within Customers Bancorp’sl20~orm 10-K.

ltem 4. Controls and Procedures

As of the end of the period covered by this repBustomers Bancorp carried out an evaluation, utigesupervision and with the
participation of Customers Bancorp’s managementuding Customers BancopCThief Executive Officer and Chief Financial O#ficof the
effectiveness of the design and operation of CustsrBancors disclosure controls and procedures as definednethe Exchange Act Rul
13a-15(e) and 15d-15(e). Based upon the evaludtierChief Executive Officer and Chief Financiafi©ér concluded that Customers
Bancorp’s disclosure controls and procedures wieetese at March 31, 2013.

During the quarter ended March 31, 2013, there h&es no changes in the Bancorp’s internal cootret financial reporting that have
materially affected, or are reasonably likely totenally affect, the Bancorp’s internal control omancial reporting.
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Part Il. OTHER INFORMATION
ltem 1. Legal Proceedings

Neither Customers Bancorp nor any of its subsidgais a party to, nor is any of their property ghbject of, any material legal proceedil
other than ordinary routine litigation incidenttteeir business.

Item 1A. Risk Factors

In addition to the other information set forth imst Quarterly Report, you should carefully consitter factors discussed in “Risk Factors”
included within the 2012 Form 10-K and below. Thsks described in the 2012 Form 10-K are not tHg osks facing us. Additional risks
and uncertainties not currently known to us or thatcurrently deem to be immaterial also may mallgradversely affect our business,
financial condition and/or operating results. Skerti 2 — Management’s Discussion and Analysis aBRcial Condition and Results of
Operations — Cautionary Note Regarding Forward-lioglStatements.”

Our emphasis on commercial and mortgage warehouse lending may expose usto increased lending risks.

We intend to continue emphasizing the originatibnanmercial lending and specialty lending, inchgimortgage warehouse financing.
Commercial loans generally expose a lender to gremk of non-payment and loss than one- to femnify residential mortgage loans
because repayment of the loans often depends @utivessful operation of the property and the beerts cash flows. Such loans typically
involve larger loan balances to single borrowergroups of related borrowers compared to one-to-family residential mortgage loans. In
addition, since such loans generally entail greatedit risk than one- to four-family residentiabrtgage loans, we may need to increase our
allowance for loan losses in the future to accdonthe likely increase in probable credit lossesomiated with the growth of such loans. A
we expect that many of our commercial borrowers lvelve more than one loan outstanding with us. Egasntly, an adverse development
with respect to one loan or one credit relationglaip expose us to a significantly greater rislostlcompared to an adverse development
respect to a one- to four-family residential mogtgéoan.

As a mortgage warehouse lender, we provide fingniirmortgage bankers by purchasing, subject teaemder a master repurchase
agreement, the underlying residential mortgages simortterm basis pending the ultimate sale of the moggdg investors. We are subjec
the risks associated with such lending, includimg,not limited to, the risks of fraud, bankruptoyd possible default by the borrower, closing
agents, and the residential borrower on the unihgyi;mortgage, any of which could result in credides. The risk of fraud associated with
this type of lending includes, but is not limited settlement process risks, the risk of financingexistent loans or fictitious mortgage loan
transactions, or the risk that collateral deliveieeftaudulent or non-existant, creating a riskost of the full amount financed on the
underlying residential mortgage loan, or in thelsetent processes. In March 2013, a suspected fragdliscovered in the Bank’s loans held-
for-sale portfolio. Total loans involved in this fraagpear to be approximately $5.2 million. In estimgithe loss exposure we believe a re

of possible loss could range from $1.5 million@sd to a maximum of $3.2 million. Additional fraleht transactions could have a material
adverse effect on our financial condition and ressof operations.

Our mortgage warehouse lending business is a gigntfpart of our assets and earnings. This busiisesubject to cyclicality of the mortga
lending business, and volumes are likely to dedfiirgerest rates increase, generally. A declméhie rate of growth, volume or profitability
of this business unit, or a loss of its leaderstopld adversely affect our results of operations famancial condition.
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We operatein a highly regulated environment and the laws and regulations that govern our operations, corporate governance, executive
compensation and accounting principles, or changesin them, or our failureto comply with them, could materially and adversely affect us.

We are subject to extensive regulation, supervjsiod legislation that govern almost all aspectsusfoperations. Intended to protect
customers, depositors and the FDIC’s Deposit Imstgdund (the “DIF”) and not our shareholders, éHas/s and regulations, among other
matters, prescribe minimum capital requirementpase limitations on our business activities, lithi dividends or distributions that we can
pay, restrict the ability of our subsidiary banketogyage in transactions with the Company, and impestain specific accounting requirem

on us that may be more restrictive and may resiudtréater or earlier charges to earnings or redinstin our capital than GAAP. Compliance
with laws and regulations can be difficult and gsind changes to laws and regulations often im@aklitional compliance costs, and may
make certain products impermissible or unecono@®ig.failure to comply with these laws and regulasioeven if the failure follows good

faith effort or reflects a difference in interpreda, could subject us to restrictions on our basmactivities, reputational harm, fines and other
penalties, any of which could materially and adebrsiffect us. Further, any new laws, rules andilisgns could make compliance more
difficult or expensive and also materially and adedy affect us.

We are subject to numerous laws and governmental regulations and to regular examinations by our regulators of our business and
compliance with laws and regulations, and our failure to comply such laws and regulations or to adequately address any matters identified
during our examinations could materially and adversely affect us.

Federal banking agencies regularly conduct commpstie examinations of our business, including ammpliance with applicable laws,
regulations and policies applicable to the Ban@org the Bank. Examination reports and ratings (wbiten are not publicly available) and
other aspects of this supervisory framework carenaty impact the conduct, organic and acquisitioowth, and profitability of our
business. Our regulators have extensive discrétitimeir supervisory and enforcement activities aray impose a variety of remedial actic
conditions or limitations on our business operagifnas a result of an examination, they deterahithe@t our financial condition, capital
resources, asset quality, earnings prospects, rearexy, liquidity or other aspects of any of ourragiens had become unsatisfactory, or that
the Company or its management was in violationngflaw, regulation or policy. Examples of thosei@ts, conditions or limitations include
enjoining “unsafe or unsound” practices, requirfiymative actions to correct any conditions réisgl from any asserted violation of law,
issuing administrative orders that can be judigiatiforced, directing increases in our capitalessmg civil monetary penalties against our
officers or directors, removing officers and dimstand, if a conclusion was reached that the dffgnconditions cannot be corrected or tt
is an imminent risk of loss to depositors, termimgbur deposit insurance. Other actions, formahformal, that may be imposed could
restrict our growth, including regulatory deniatsetixpand branches, relocate, add subsidiariesféiliat@s, expand into new financial
activities or merge with or purchase other finahicigtitutions. The timing of these examinationsluding the timing of the resolution of any
issues identified by our regulators in the exanidmest and the final determination by them with re$pge the imposition of any remedial
actions, conditions or limitations on our businepsrations, is generally not within our control. lso could suffer reputational harm in the
event of any perceived or actual noncompliance e&tttain laws and regulations. If we become sulifestich regulatory actions, we coulc
materially and adversely affected.

Our acquisitions generally will require regulatory approvals, and failureto obtain them would restrict our growth.

We intend to complement and expand our businegailguing strategic acquisitions of community bagkianchises. Generally, any
acquisition of target financial institutions, banfiicenters or assets and deposit business, ostidfiglishment of branch offices will require
approvals by, and cooperation from, a humber okgawental regulatory agencies, possibly includivgRederal Reserve, the OCC and the
FDIC, as well as the Pennsylvania Department okBey and state banking regulators in any othdestavolved in the transaction. In aci
on applications, federal banking regulators consigimong other factors:

. the effect of the acquisition on competitic

. the financial condition, liquidity, results of opgions, capital levels and future prospects ofaghyglicant and the bank(s) involve
. the quantity and complexity of previously consumadadcquisitions

. the managerial resources of the applicant andah&(g) involved

. the convenience and needs of the community, inetuthe record of performance under the CommuniipRstment Act
(“ CRAH);

. the effectiveness of the applicant in combating eydaundering activities and compliance with otlagrs, including fair lending
laws; anc

. the extent to which the acquisition would resulgieater or more concentrated risks to the stglfithe United States banking or
financial system

Such regulators could deny our application basethembove criteria or other considerations, ofdtake longer than our contractually
agreed-upon timeframe to issue the necessary agiprthereby causing the acquisition agreementporenr be terminated, which, in either
case, would restrict our growth, or the regulatmpprovals may not be granted on terms and conditieneptable to us. For example, we
could be required to sell banking centers as aitiondo receiving regulatory approvals, and suawoadition may not be acceptable to us or
may reduce the benefit of any acquisition. As padur continued regulatory compliance efforts, @@mpany plans to establish a branch in
the City of Philadelphia with the intention of seny underserved and low-anc-moderat-income neighborhoods and custom:



Future acquisitions and expansion activities may disrupt our business, dilute shareholder value and adversely affect our operating results.

We regularly evaluate potential acquisitions angagsion opportunities as part of our strategic ptegrow through acquisitions. We cannot
assure you that we will be able to adequately ofitably manage this growth. Acquiring other barkssets, branches or businesses, as well
as other geographic and product expansion acsyiteluding lift-outs of groups of lenders andtouser relationship personnel, involve
various risks including:

. risks of unknown or contingent liabilitie

. unanticipated costs and dela

. risks that acquired new businesses or personnebtperform consistent with our growth and profilioexpectations
. risks of entering new markets or product areas &/her have limited experienc

. risks that growth will strain our infrastructureéaf, internal and disclosure controls, credit umd@ing and administration,
management and systems, which may require addifi@maonnel, time and expenditur

. exposure to potential asset quality issues witluiaed institutions, assets or busines:

. difficulties, expenses and delays of integrating dlperations and personnel of acquired institutiand startip delays and costs
other expansion activitie

. potential disruptions to our busine

. possible loss of key employees and customers afiggdjinstitutions, businesses and employee grc
. potential sho-term and other decreases in profitability or expegirofitability; anc

. diversion of our manageme¢s time and attention from our existing operationd husiness

We may not be able to fund our asset growth and profitability unless we also are able to increase our deposit base sufficiently.

We need adequate funding and liquidity for us toticme to increase our earning assets and revemege® provide sufficient liquidity to
meet fluctuations in our business volumes andpayeaeposit and other liabilities as these matudrawn. This liquidity can be gathered in
both wholesale and non-wholesale funding markets.a3set growth over the past few years has bewtetuwith various forms of deposits
and wholesale funding, including brokered and walie time deposits, FHLB advances, and Federakfling borrowings. Wholesale
funding at March 31, 2013 represented approximablg¢% of total funding compared with approximatel$% at March 31, 2012, and
24.0% at December 31, 2012. Our loan to deposit veds 117.6% at March 31, 2013 and 113.3% at Dbee®, 2012. Wholesale funding
can cost more than deposits generated from ouititnaal branch system and customer relationshipkisusubject to certain practical limits
such as our liquidity policy limits, our availaliellateral for FHLB borrowings capacity and Fedduaids line limits with our lenders.
Additionally, regulators consider wholesale fundieyond certain points to be imprudent and migggsest that future asset growth be
reduced or halted. In the absence of appropriagddeand mix of funding, we might need to reducamieg asset growth through the reduction
of current production, sales of loans and/or the shparticipation interests in future and currl@ns. This might reduce our future growth
and net income.

The amount loaned to us is generally dependerii@nadlue of the eligible collateral pledged and fmancial condition. These lenders could
reduce the percentages loaned against variougarall@ategories, eliminate certain types of cetiatand otherwise modify or even termin
their loan programs, or if further disruptions e tcapital markets occur. Any change or terminatioour borrowings from the FHLB or
correspondent banks could have an adverse effemtioprofitability and financial condition, inclutty liquidity.

We may not be able to develop and retain a strong core deposit base and other low-cost, stable funding sources.

We expect to depend on customer deposits as auaprisource of funding for our lending activiti€ur future growth will largely depend
our ability to retain and grow a strong, low-cospdsit base. Because 48.0% of our deposit baseMarch 31, 2013 is time deposits, it may
prove harder to maintain and grow our deposit Ii@ae would otherwise be the case, especially simy of these currently pay interest at
above-market rates. As of March 31, 2013, $4861fami(39.9%) of our total time deposits are scHeduo mature through December 31,
2013. We are working to transition certain of oustomers to lower cost traditional bank depositsigiser cost funding, such as time
deposits, mature. If interest rates increase, venathe to changes in inflation, monetary policynpetition or other factors, we would expect
to pay higher interest rates on deposits, whichldvincrease our funding costs and compress ount@est margins. We may not succeed in
moving our deposits to lower yielding savings amah$actions products, which could materially angeagkely affect us. In addition, with
concerns about bank failures over the past seyeeabk and the end of the FDIC’s noninterest traimsadeposit guarantee program on
December 31, 2012, customers, particularly those mvlly maintain deposits in excess of insured linhi#ve become concerned about the
extent to which their deposits are insured by théd= Customers may withdraw deposits to ensurettieit deposits with us are fully insur
and may place excess amounts in other instituiomsake investments that are perceived as being semure and/or higher yielding.
Further, even if we are able to maintain and growdeposit base, deposit balances can decreaseonbEmmers perceive alternative
investments, such as the stock market, will proadetter risk/return tradeoff. If customers mowaney out of bank deposits, we could los
relatively low cost source of funds, increasing funding costs and reducing our net interest incamnet income. Additionally, any such
loss of funds could result in lower loan originatsoand growth, which could materially and adverséigct our results of operations and
financial condition, including liquidity.

We may not be able to effectively manage our growth.

Our future operating results and financial condititepend to a large extent on our ability to susfcdly manage our rapid growth. Our rapid
growth has placed, and it may continue to plagmificant demands on our operations and managemérather through addition



acquisitions or organic growth, our current plarxpand our business is dependent upon our atuitity

. continue to implement and improve our operatioodit underwriting and administration, financiatcounting, enterprise risk
management and other internal and disclosure dergra processes and our reporting systems andduoes in order to manage
a growing number of client relationshiy

. comply with changes in, and an increasing numbgiaefs, rules and regulations, including thoserof mational securities
exchange on which any of our securities becomed;:

. scale our technology and other syst’ platforms;

. maintain and attract appropriate staffi

. integrate our acquisitions and develop consistelitips throughout the various businesses;

. Support our asset growth with adequate depositslifig and liquidity to maintain our net interestrgias and meet our customers’
and regulator liquidity requirements

We may not successfully implement improvementstantegrate, our management information and cosgrstems, credit underwriting and
administration, internal and disclosure controtg] arocedures and processes in an efficient oftimanner and may discover deficiencie
existing systems and controls. In particular, camtmls and procedures must be able to accommaedaitecrease in loan volume in various
markets and the infrastructure that comes with bamking centers and banks. Our growth strategy diart management from our existing
business and may require us to incur additiona¢edjiures to expand our administrative and operatimfrastructure and, if we are unable
to effectively manage and grow our banking franehiscluding to the satisfaction of our regulatave, could be materially and adversely
affected. In addition, if we are unable to manageaurrent and future expansion in our operatigresmay experience compliance,
operational and regulatory problems and delayse b@glow our pace of growth or even stop our maaike product expansion, or have to
incur additional expenditures beyond current prijes to support such growth, any one of which dauhterially and adversely affect us. If
we experience difficulties with the integration pess, the anticipated benefits of any particulguesition may not be realized fully, or at all,
or may take longer to realize than expected. Addéily, we may be unable to recognize synergiestaifmg efficiencies and/or expected
benefits within expected timeframes and cost ptimas, or at all. We also may not be able to preséne goodwill of an acquired financial
institution. Our growth could lead to increasesim legal, audit, administrative and financial cdiaace costs, which could materially and
adversely affect us.

Item 2.  Unregistered Sales of Equity Securities and Use Bfoceeds
None.

ltem 3.  Defaults Upon Senior Securitie:
None.

ltem 4.  Mine Safety Disclosures
Not applicable

Item 5.  Other Information
See Item 9B — Other Information — at page 136 af22 Annual Report on Form 10-K.
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Iltem 6.

Exhibit
No.

21

2.2

2.3

3.1

3.2

3.3

10.1

10.2

10.3

31.1.
31.2.
32.1.

32.2.

101

101.INS
101.SCH
101.CAL
101.LAB
101.PRE
101.DEF

Exhibits

Description

Amendment No. 2 to Stock Purchase Agreement, deted January 30, 2013, by and among CustomersoBanac., Acacia
Life Insurance Company, and Ameritas Life InsuraB@oep., incorporated by reference to Exhibit 2.th® Customers
Bancorp Form -K filed with the SEC on January 31, 20

Amendment No. 3 to Stock Purchase Agreement, deged February 28, 2013, by and among Customersdspninc.,
Acacia Life Insurance Company, and Ameritas Lifsuirance Corp., incorporated by reference to ExBildito the Customers
Bancorp Form -K filed with the SEC on March 4, 20:

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

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

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

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

Termination and Non-Renewal Agreement, dated #@gaf 4, 2013, by and among Customers Bancorp, iscacia Life
Insurance Company, and Ameritas Life Insurance Corporporated by reference to Exhibit 10.1 toGhestomers Bancorp
Form &K filed with the SEC on April 10, 201

Change of Control Agreement, dated as of Januarg@®03, by and between Customers Bancorp, IncGiedn Hedde,
incorporated by reference to Exhibit 10.29 to thust@mers Bancorp Form -K filed with the SEC on March 18, 20:

Change of Control Agreement, dated as of Januarg@03, by and between Customers Bancorp, IncVéaden Taylor,
incorporated by reference to Exhibit 10.30 to thust@mers Bancorp Form -K filed with the SEC on March 18, 20:

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

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

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

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

XBRL Taxonomy Extension Schema Documel

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

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

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly caussdéport to be signed on its behalf
by the undersigned thereunto duly authorized.

Customers Bancorp, Inc.

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

Customers Bancorp, Inc.

May 9, 2013 By: /s/ James D. Hoge
Name James D. Hoga
Title: Chief Financial Officer
(Principal Financial Officer
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Amendment No. 2 to Stock Purchase Agreement, deted January 30, 2013, by and among CustomersoBanac., Acacia
Life Insurance Company, and Ameritas Life Insura@oep., incorporated by reference to Exhibit 2.thte Customers
Bancorp Form -K filed with the SEC on January 31, 20

Amendment No. 3 to Stock Purchase Agreement, deged February 28, 2013, by and among Customersdspninc.,
Acacia Life Insurance Company, and Ameritas Lifsuirance Corp., incorporated by reference to ExBildito the Customers
Bancorp Form -K filed with the SEC on March 4, 20:

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

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

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

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

Termination and Non-Renewal Agreement, dated @gpaf 4, 2013, by and among Customers Bancorp, iscacia Life
Insurance Company, and Ameritas Life Insurance Corporporated by reference to Exhibit 10.1 toGhestomers Bancorp
Form &K filed with the SEC on April 10, 201

Change of Control Agreement, dated as of Januarg@D3, by and between Customers Bancorp, IncGiedn Hedde,
incorporated by reference to Exhibit 10.29 to thust@mers Bancorp Form -K filed with the SEC on March 18, 20:

Change of Control Agreement, dated as of Januarg@03, by and between Customers Bancorp, IncVaden Taylor,
incorporated by reference to Exhibit 10.30 to thestGmers Bancorp Form -K filed with the SEC on March 18, 20:

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

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

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

The Exhibits furnished* as part of this report assfollows:

XBRL Instance Document.

XBRL Taxonomy Extension Schema Documel

XBRL Taxonomy Extension Calculation Linkbase Docuntrfe
XBRL Taxonomy Extension Label Linkbase Documel
XBRL Taxonomy Extension Presentation Linkbase Doeniri
XBRL Taxonomy Extension Definitions Linkbase 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 Seias Act of 1933, as amended, or Section 18 of3beurities Exchange Act of 1934,
amended, or otherwise subject to liability understhsections
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Exhibit 31.1

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

I, Jay S. Sidhu, certify that:

(@)

(b)

(©)

(d)

(@)
(b)

| have reviewed this quarterly report on Forn-Q of Customers Bancorp, In

Based on my knowledge, this report does notaiorminy untrue statement of a material fact or dn#tate 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 ref

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 presentet
this report;

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

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

Designed such internal control over financial réjpgr, or caused such internal control over finahi@gorting to be designed uni
our supervision, to provide reasonable assuramgading the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

Evaluated the effectiveness of the registragisslosure controls and procedures and presenttusi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyaport based on such
evaluation; ant

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

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

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

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

/s/ Jay S. Sidhu

Jay S. Sidhi
Chairman and Chief Executive Offic
(Principal Executive Officer

Date: May 9, 201.



Exhibit 31.2

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

I, James D. Hogan, certify that:

1.
2.

(@)

(b)

()

(d)

(@)
(b)

| have reviewed this quarterly report on Forn-Q of Customers Bancorp, In

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

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

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

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

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

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

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

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

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

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

/sl James D. Hogan

James D. Hoga
Chief Financial Officel
(Principal Financial Officer)

Date: May 9, 201.



Exhibit 32.1

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

In connection with the quarterly report of CustomBancorp, Inc. (the “Corporation”) on Form QOfor the period ending March 31, 2013
filed with the Securities and Exchange Commissiothe date hereof (the “Reportf),Jay S. Sidhu, Chairman and Chief Executive @ffia
the Corporation, certify, pursuant to 18 U.S.C.5{1.3s adopted pursuant to 8906 of the Sarbane=sy@xt of 2002, that to the best of my

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

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

Date: May 9, 2013 /s/ Jay S. Sidhu
Jay S. Sidhu, Chairman and Chief Executive Office

(Principal Executive Officer)



Exhibit 32.2

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

In connection with the quarterly report of CustomBancorp, Inc. (the “Corporation”) on Form QOfor the period ending March 31, 2013
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), |, James D. Hod@zrief Financial Officer of the
Corporation, certify, pursuant to 18 U.S.C. 813&)adopted pursuant to 8906 of the Sarbanes-OxdepfR002, that to the best of my

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

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

Date: May 9, 2013 /s/ James D. Hogan
James D. Hogan, Chief Financial Officel
(Principal Financial Officer)




