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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

Quatrterly report pursuant Section 13 or 15(d) of tre Securities Exchange Act of 193

For the quarterly period ended March 31, 2014

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

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

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting

company. See the definitions of “large accelerdited” “accelerated filer” and “smaller reportirmmpany” in Rule 12b-2 of the Exchange
Act. (Check one):
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET — UNAUDITED

(dollars in thousands, except share data)

ASSETS

Cash and due from ban
Interes-earning deposit

Cash and cash equivalel
Investment securities available for sale, at faiue
Loans held for sale, at fair vali
Loans receivable not covered under Loss Sharingéygents with the FDI
Loans receivable covered under Loss Sharing Agratswegth the FDIC
Allowance for loan losse

Total loans receivable, net of allowance for loassks
FHLB, Federal Reserve Bank, and other restricteck:
Accrued interest receivab
FDIC loss sharing receivak
Bank premises and equipment,
Bank-owned life insuranc
Other real estate owned (includes $9,329 and $6r@5Bectively, covered under Loss Sharing Agre¢men

with the FDIC)

Goodwill and other intangible
Other asset

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities:
Deposits:
Demand, no-interest bearin
Interest bearin
Total deposit:
Federal funds purchas
FHLB advance!
Other borrowings
Accrued interest payable and other liabilit
Total liabilities
Shareholder equity:
Preferred stock, no par value or as set by thedpd®0,000,000 shares authorized, none is
Common stock, par value $1.00 per share; 200,00Gb8ares authorized; 24,826,424 and

24,756,411 shares issued as of March 31, 2014 andrbber 31, 2013; 24,294,164 and 24,224,15:

shares outstanding as of March 31, 2014 and DeaeBih@01:
Additional paid in capita
Retained earning
Accumulated other comprehensive loss,
Treasury stock, at cost (532,260 shares, respégti

Total shareholde’ equity
Total liabilities and shareholders equity

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

March 31,

2014 2013
$ 73,54« $ 59,33¢
216,92: 173,72¢
290,46° 233,06¢
458,30: 497,57:
697,53: 747,59:
3,294,90: 2,398,35:
61,63¢ 66,72t
(26,70¢) (23,999
3,329,84. 2,441,08!
50,43( 42,424
9,62¢ 8,36:
8,27: 10,04¢
11,23« 11,62¢
105,30« 104,43:
15,67( 12,26¢
3,67 3,67¢
33,87¢ 41,02¢
$5,014,23 $4,153,17.
$ 634,57¢ $ 478,10:
2,971,75. 2,481,81
3,606,33: 2,959,92;
0 13,00(
905,00( 706,50(
65,25( 65,25(
36,71 21,87¢
4,613,29: 3,766,55!
0 0
24 ,82¢ 24,75¢
308,82( 307,23:
79,14« 71,00¢
(3,59¢) (8,11¢)
(8,252) (8,252)
400,93¢ 386,62.
$5,014,23  $4,153,17.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME — UNAUDITED

(dollars in thousands, except share data)

Interest income
Loans receivabl
Loans held for sal
Investment securitie
Other
Total interest incom

Interest expenst
Deposits
Other borrowings
FHLB advance:
Total interest expens
Net interest incom
Provision for loan losse
Net interest income after provision for loan los
Nor-interest income
Gain on sale of investment securit
Mortgage warehouse transactional f
Bank-owned life insuranc
Mortgage banking incom
Deposit fee:
Other
Total nor-interest incom

Nor-interest expenst
Salaries and employee bene
Occupancy
Professional service
FDIC assessments, taxes, and regulatory
Technology, communications and bank operat
Loan workoul
Advertising and promotio
Other real estate ownt
Loss contingenc
Other
Total nor-interest expens
Income before income tax exper
Income tax expens
Net income

Basic earnings per she
Diluted earnings per sha

See accompanying notes to the unaudited consalidet@ncial statements.
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Three Months Ended

March 31,

2014 2013
$28,35¢  $16,09¢
5,08¢ 10,88«
3,04( 82¢
11€ 10¢
36,59«  27,92(
5,41¢ 5,13¢
1,171 21
49€ 23¢
7,082 5,39¢
29,517 22,52t
4,36¢ (117)
25,14  22,64:
2,832 0
1,75¢ 3,66¢
83t 47€
40¢ 0
214 13C
1,541 624
7,59( 4,89¢
9,351 7,39
2,637 1,91(
2,28: 70¢€
2,131 1,34
1,56( 841
441 674
414 11t
351 36
0 2,00(
2,00z 1,45¢
21,16¢  16,48(
11,568  11,06(
3,42¢ 3,871
$8,13¢ $ 7,18¢
$ 0342 $ 0.3¢
0.3z 0.3¢
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME — U NAUDITED

(in thousands)

Three Months Ended

March 31,
2014 2013

Net income $ 8,13€ $ 7,18¢
Unrealized gains (losses) on securit

Unrealized holding gain (loss) on securities aggiring the period (1 9,121 (1,097

Income tax effect (1 (3,199 38¢

Less: reclassification adjustment for gains on s&es included in net incom (2,839 0]

Income tax effec 992 0

Net unrealized gains/ (losse 4,08¢ (710
Unrealized gains on cash flow hedg

Unrealized gain on cash flow hedges arising duttirggperioc 664 0

Income tax effec (232 0

Net unrealized gain 432 0

Other comprehensive income (loss), net of 4,52( (710

Comprehensive income $12,65¢ $ 6,47¢

() Includes immaterial gains on foreign currency itdorghe first quarter 201«

See accompanying notes to the unaudited consalidet@ncial statements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY — UNAUDITED

(dollars in thousands, except share data)

For the Three Months Ended March 31, 201«

Accumulated

Additional Other
Shares of Common Retained  Comprehensive  Treasury
Common Paid in
Stock Stock Capital Earnings Loss Stock Total
Balance, January 1, 201- 24,224,15 $24,75¢ $307,23: $71,00¢ $ (8,11¢) $(8,254) $386,62:
Net income 8,13¢ 8,13¢
Other comprehensive incor 4,52( 4,52(
Shar-based compensation expe! 95¢ 95¢
Issuance of common stock under share-based
compensation arrangemel 70,01 70 634 704
Balance, March 31, 201« 24,294,16  $24,82¢ $308,82( $79,14: $ (3,59¢) $(8,254) $400,93!
For the Three Months Ended March 31, 201
Accumulated
Additional Other
Shares of Common Retained  Comprehensive  Treasury
Common Paid in
Stock Stock Capital Earnings Income Stock Total
Balance, January 1, 201: 18,459,50 $18,507 $212,09( $38,31: $ 1,06¢ $ (500 $269,47!
Net income 7,18¢ 7,18¢
Other comprehensive lo (710) (710
Shar-based compensation expe! 704 704
Issuance of common stock under share-based
compensation arrangemel 23,41 24 22¢ 252

Balance, March 31, 201 18,482,91 $18,53: $213,02. $45,50! $ 354 $ (500) $276,91(

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

(in thousands)

Cash Flows from Operating Activities

Net income

Adjustments to reconcile net income to net caskigen by operating activitie:
Provision for loan losses, net of change to FDI€zieable

Loss contingenc

Provision for depreciation and amortizat

Sharebased compensatic

Deferred taxe

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

Gain on sale of loar

Origination of loans held for sa

Proceeds from the sale of loans held for

Increase in FDIC loss sharing receiva

Amortization (accretion) of fair value discoul

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

Valuation and other adjustments to other real esiamnec
Earnings on investment in be-owned life insuranc

Decrease (increase) in accrued interest receiatieother asse
Increase in accrued interest payable and othdlitied

Net Cash Provided by Operating Activities

Cash Flows from Investing Activities

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

Proceeds from sales of investment securities dlaifar sale
Purchases of investment securities available fler
Net increase in loar
Purchase of loan portfolic
Proceeds from sales of SBA lo¢
Purchases of ba-owned life insuranc
Net purchases of FHLB, Federal Reserve Bank, amer oéstricted stoc
Reimbursements from the FDIC on loss sharing ageaé¢s
Purchases of bank premises and equipt
Proceeds from sales of other real estate oy
Net Cash Used In Investing Activities
Cash Flows from Financing Activities
Net increase in deposi
Net increase in sh-term borrowed fund
Proceeds from lor-term FHLB borrowings
Net Cash Provided by Financing Activities
Net Increase (Decrease) in Cash and Cash Equivalst
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
Issuance of common stock under s-based compensation arrangems
Securities purchased not sett

See accompanying notes to the unaudited consalidet@ncial statements.
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Three Months Ended

March 31,

2014 2013
$ 8,13¢ $ 7,18¢
4,36¢ (117)
0 2,00(¢
89C 62¢
95t 704
2,21¢ 1
177 10¢
(2,837) 0
(49¢) (50)
(2,819,23) (6,035,46)
2,869,79 6,113,54.
(990) (729)
(129) 41
47 (29)
127 89
(835) (47€)
1,552 (17€)
15,56: 77€
79,30¢ 88,03¢
10,26¢ 4,90z
187,89: 0
(149,94() (35,620
(608,67:) (141,96))
(288,25)) (155,30¢)
424 43€
0 (10,000
(8,006 (3,919
1,297 2,37(
(207) (290)
1,37¢ 44t
(853,82¢) (338,94
646,42 95,03:
185,50( 101,00¢
0 50,00(
831,92( 246,03:
57,39¢ (4,876
233,06 186,01¢
$ 290,46 $ 181,14
$ 7,01% $ 5,38:
2,08: 337
$ 4,95t $ 1,93¢
704 252
0 3,421



Table of Contents

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

NOTE 1 — DESCRIPTION OF THE BUSINESS

Customers Bancorp, Inc. (the “Bancorp”, “Custontgascorp”, or the “Company”) is a bank holding comp&ngaged in banking activities
through its wholly owned subsidiary, Customers Béhk “Bank”). Customers Bancorp also has madeanedquity investments through its
wholly owned subsidiaries CB Green Ventures Pte atal CUBI India Ventures Pte Ltd.

Customers Bancorp, Inc. and its wholly owned subsjd Customers Bank, serve residents and busis@sssoutheastern Pennsylvania
(Bucks, Berks, Chester, Philadelphia and Delawaren@es), Rye, New York (Westchester County); Hémnil New Jersey (Mercer County);
Boston, Massachusetts; and Providence, Rhode IsléredBank has 14 branches and provides commeamihtonsumer banking products,
primarily loans and deposits. The Bank also prowiéguidity to residential mortgage originatorsinatvide through commercial loans to
mortgage companies. Customers Bank is subjecgtdation of the Pennsylvania Department of Banking Securities and the Federal
Reserve Bank and is periodically examined by thegalatory authorities.

NOTE 2 — ACQUISITION ACTIVITY
Acquisition Activity
New England Lending Acquisitions

On January 15, 2014, Customers Bank purchased $#llion of residential adjustable-rate jumbo ngae loans (indexed to one-year
LIBOR) from Michigan-based Flagstar Bank. The passh price was 100.75% of loans outstanding.

On March 28, 2013, Customers Bank completed thehaise of certain commercial loans from FlagstakBamder the terms of the
agreement, Customers Bank acquired $182.3 milli@ommercial loan and related commitments, of wiits5.1 million was drawn at the
date of acquisition. Also, as part of the agreem@unstomers Bank assumed the leases for two ostelag commercial lending offices in
New England. The purchase price was 98.7% of loatstanding

NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRESENTATION
Basis of Presentation

The interim unaudited consolidated financial stagta of Customers Bancorp, Inc. and subsidiarige baen prepared pursuant to the rules
and regulations of the U.S. Securities and Exch&wamission (the “SEC”). These interim unauditedsmidated financial statements
reflect all normal and recurring adjustments thiat & the opinion of management, necessary tceeptesfair statement of the financial
position and the results of operations and casksflof Customers Bancorp and subsidiaries for ttexim periods presented. Certain
information and footnote disclosures normally imigd in the annual consolidated financial statemieat® been omitted from these interim
unaudited consolidated financial statements as iftedrby SEC rules and regulations. The Decembg313 consolidated balance sheet
presented in this report has been derived fromddusts Bancorp’s audited 2013 consolidated finarst@tements. Management believes that
the disclosures are adequate to present fairlgdhsolidated financial statements as of the datdSa the periods presented. These interim
unaudited consolidated financial statements shibellcead in conjunction with the 2013 consolidatedricial statements of Customers
Bancorp and subsidiaries included in Customers’uahiReport on Form 10-K for the year ended DecerBtheP013 filed with the SEC on
March 12, 2014. That Form 10-K describes CustomBarsorp’s significant accounting policies, whiclklide its policies on Principles of
Consolidation; Cash and Cash Equivalents; Resiriston Cash and Amounts due from Banks; Invest@eatrities, Loan Accounting
Framework; Allowance for Loan Losses; Goodwill; FBiLFederal Reserve Bank, and other restricted stotdier Real Estate Owned; FDIC
Loss Sharing Receivable; Bank Owned Life InsuraBeatk Premises and Equipment; Treasury Stock; Iecbaxes; Share-Based
Compensation; Comprehensive Income; Earnings pareSBegment Information; and Accounting Changestaih prior period amounts
have been reclassified to conform to current pepi@s$entation. Results for interim periods arememessarily indicative of those that may be
expected for the fiscal year. Presented below astdiners Bancorp’s significant accounting politiest were updated during the three
months ended March 31, 2014 to address new or iexgpactivities and recently issued accounting stadsl and updates that were issued or
effective during first quarter 2014.
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Derivative Instruments and Hedging Activities

The Financial Accounting Standards Board (“FASB'3@ 815 Derivatives and Hedgin(fASC 815"), provides the disclosure requirements
for derivatives and hedging activities with theeimt to provide users of financial statements witleahanced understanding of: (a) how and
why an entity uses derivative instruments, (b) tleaventity accounts for derivative instruments exldted hedged items, and (c) how
derivative instruments and related hedged itemectfin entity’s financial position, financial parftance, and cash flows. Further, qualitative
disclosures are required that explain the Bancapjsctives and strategies for using derivativesyall as quantitative disclosures about the
fair value of and gains and losses on derivatigériments, and disclosures about credit-risk-rdlatmtingent features in derivative
instruments.

As required by ASC 815, the Customers Bancorp o=call derivatives on the balance sheet at fainezalhe accounting for changes in the
fair value of derivatives depends on the intendgslaf the derivative, whether Customers has eldotddsignate a derivative in a hedging
relationship and apply hedge accounting and whektieehedging relationship has satisfied the ceatagcessary to apply hedge accounting.
Derivatives designated and qualifying as a hedghe&xposure to changes in the fair value of artaBability, or firm commitment
attributable to a particular risk, such as interata risk, are considered fair value hedges. @évigs designated and qualifying as a hedge of
the exposure to variability in expected future ciaivs, or other types of forecasted transactians,considered cash flow hedges. Derival
may also be designated as hedges of the foreigarmy exposure of a net investment in a foreignatpm. Hedge accounting generally
provides for the matching of the timing of gainl@ss recognition on the hedging instrument withrésognition of the changes in the fair
value of the hedged asset or liability that arglaitable to the hedged risk in a fair value hedgthe earnings effect of the hedged forecasted
transactions in a cash flow hedge. The Bancorpengsr into derivative contracts that are intendeeldonomically hedge certain of its risk,
even though hedge accounting does not apply aCtimepany elects not to apply hedge accounting.

Prior to first quarter 2014, none of Customer Baptofinancial derivatives were designated in dyalg hedge relationships in accordance
with the applicable accounting guidance. As sutiithenges in fair value of the financial derivaswere recognized directly in earnings. In
March 2014, Customers Bancorp entered into a $1B0li@n notional balance forward starting pay fikmterest rate swap to hedge the
variable cash flows associated with the forecaistmeance of debt. The Bancorp documented and deeijthis swap as a cash flow hedge.
The effective portion of changes in the fair vatiiéinancial derivatives designated and qualifyagycash flow hedges is recorded in
Accumulated Other Comprehensive Income and is spiesely reclassified into earnings in the periogt thhe hedged forecasted transaction
affects earnings. The ineffective portion of tharmfe in fair value of the financial derivatives@sognized directly in earnings. Amounts
reported in accumulated other comprehensive inaatagéed to financial derivatives will be reclassifito interest expense as interest
payments are made on the Company'’s variable-rdte de

Customers Bancorp purchased credit derivatives avitbtional balance of $13.4 million to hedge thefgrmance risk of one of its
counterparties during first quarter 2014. Thesévddves were not designated in hedge relationsttipaccounting purposes and are being
recorded at their fair value, with fair value chasgecorded directly in earnings.

In accordance with the FAS8fair value measurement guidance, Customers Bamaade an accounting policy election to measurertbait
risk of its derivative financial instruments thaé aubject to master netting agreements on a 18&t by counterparty portfolio.

Recently Issued Accounting Standards

In January 2014, the FASB issued Accounting Stahtigdate (*“ASU”) 2014-06T echnical Corrections and Improvements Related to
Glossary TermsThis ASU is limited to amendments related to thestdaGlossary, including technical correctionsteslao glossary links,
glossary term deletions, and glossary term nameggdsa The amendments in this ASU apply to all repgentities within the scope of the
affected accounting guidance and were effectivenugsuance. This ASU has not had a significant chpa the Bancorg' financial conditio
or results of operation.

In January 2014, the FASB issued ASU 2014R¥églassification of Residential Real Estate Colkteed Consumer Mortgage Loans upon
Foreclosure, a consensus of the FASB Emerging Issues TasleFdhe ASU clarifies that an in substance repoasess foreclosure occur
and a creditor is considered to have received phi/possession of residential real estate propeitsteralizing a consumer mortgage loan,
upon either (1) the creditor obtaining legal ttbethe residential real estate property upon cotigplef a foreclosure or (2) the borrower
conveying all interest in the residential real gsfaoperty to the creditor to satisfy that loarotigh completion of a deed in lieu of foreclos
or through a similar legal agreement. The ASU atspuires additional related interim and annualld@aes. The guidance in this ASU is
effective for annual and interim periods beginndtfigr December 15, 2014. The Bancorp does not e€xipiscASU to have a significant
impact on its financial condition or results of ogt@on.
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In January 2014, the FASB issued ASU 2014Axcounting for Investments in Qualified Affordableusing Projects a consensus of the
FASB Emerging Issues Task Force. The ASU providedagce on accounting for investments by a repgmintity in flow-through limited
liability entities that manage or invest in affobtiahousing projects that qualify for the low-ina@mmousing tax credit. The guidance in this
ASU is effective for annual periods and interimagjmg periods within those annual periods, begigrafter December 15, 2014. The
Bancorp does not expect this ASU to have a sigmifiempact on its financial condition or resultsopiration.

In February 2013, the FASB issued ASU 2013®@Mligations Resulting from Joint and Several LiapiArrangements for Which the Total
Amount of the Obligation Is Fixed at the Reportidate, a consensus of the FASB Emerging Issues TasleFdhe guidance in this USU
requires an entity to measure obligations resuftiog joint and several liability arrangements ¥drich the total amount of the obligation
within the scope of this guidance is fixed at thparting date, as the sum of the following: (a)dh®unt the reporting entity agreed to pay on
the basis of its arrangement among its co-obligand, (b) any additional amount the reporting ergitpects to pay on behalf of its co-
obligors. The guidance in this ASU was effectivdiist quarter 2014. This ASU has not had a sigaifit impact on the Bancorp’s financial
condition or results of operation.

NOTE 4 — CHANGES IN ACCUMULATED OTHER COMPREHENSIVE INCOME BY COMPONENT (1)

The following table presents the changes in accatadlother comprehensive income by component éottttee months ended March 31,
2014 and 2013.

Unrealized Gains

and Losses or Unrealized Gains
Available-for-sale on
(amounts in thousand Securities Cash Flow Hedge Total
Beginning balance - January 1, 2014 $ (8,11¢) $ 0 $(8,11¢
Other comprehensive income before
reclassification: 5,92¢ 432 6,361
Amounts reclassified from accumulated othe
comprehensive loss to net income (1,84) 0 1,841
Net current-period other comprehensive (loss)
income 4,08¢ 432 4,52(
Ending balanc- March 31, 201« $ (4,030 $ 432 $(3,59¢
Unrealized Gains
and Losses ot
Available-for-sale
(amounts in thousand Securities (3)
Beginning balance - January 1, 2013 $ 1,06¢
Other comprehensive loss before reclassificat (710
Amounts reclassified from accumulated other comgnstve
loss to net incom 0
Net curren-period other comprehensive (loss) incc (710
Ending balanc- March 31, 201: $ 354

(1) All amounts are net of tax. Amounts in parenthésdigate debits
(2) Reclassification amount reported as gain on salevelstment securities on the Consolidated Statesradrincome
(3) Prior to first quarter 2014, all amounts deferre@écumulated other comprehensive income wereecktatavailabl-for-sale securities

10
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NOTE 5 — EARNINGS PER SHARE

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

Three Months Ended

March 31,
2014 2013

(dollars in thousands, except per share ¢
Net income available to common shareholc $ 8,13¢ $ 7,18¢
Weightec-average number of common shares outstar- basic 24,260,51 18,471,20

Share-based compensation pla 769,00: 283,58(

Warrants 220,50¢ 155,15:
Weightec-average number of common shz- diluted 25,250,02 18,909,93
Basic earnings per she $ 0.34 $ 0.3¢
Diluted earnings per sha $ 0.32 $ 0.3¢

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

Three Months Ended

March 31,
2014 2013
Anti-dilutive securities
Shar+-based compensation awa 122,43t 102,68«
Warrants 118,74! 129,94t
Total ant-dilutive securities 241,18 232,63(

NOTE 6 — INVESTMENT SECURITIES

The amortized cost and approximate fair value eéstment securities as of March 31, 2014 and Deeeih 2013 are summarized in the
tables below:

March 31, 2014

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

(dollars in thousand:
Available for Sale:

Mortgagebacked securities (; $416,42¢ $ 1,31« $ (6,66)) $411,08:
Corporate note 25,00( 27¢ 2 25,27¢
Equity securities (2 23,07« 0 (1,129 21,94t

$46450: $ 159 $ (7,799  $458,30:

11



Table of Contents

December 31, 201

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

(dollars in thousand:
Available for Sale:

Mortgagebacked securities (; $461,98t $ 207 $(10,659 $451,53¢
Corporate note 25,00( 344 (22) 25,32¢
Equity securities(2 23,07« 0 (2,360 20,71«

$510,06: $ 551 $(13,04() $497,57¢

(1) Comprised primarily of mortga-backed securities issued by governr-sponsored agencies, including FHLMC, FNMA, and GN!
(2) Comprised primarily of equity securities in a faneientity.

The following table presents proceeds from the shlevailable-for-sale investment securities armbgrgains and gross losses realized on
those sales for the three months ended March 3% 20d 2013:

Three months ended March 31

2014 2013
(dollars in thousand:
Proceeds from sale of availa-for-sale securitie $ 187,89: $ (
Gross gain: $ 2,83: $ 0
Gross losse 0 0
Net gains $ 2,83: $ 0

These gains and losses were determined using ¢offispdentification method and were included omrinterest income.

The following table presents available-fale debt securities by stated maturity. Debt séesibacked by mortgages have expected matt
that differ from contractual maturities becausertwers have the right to call or prepay and arexefore, classified separately with no
specific maturity date:

March 31, 2014

Amortized

Fair

Cost Value

(dollars in thousand:
Due in one year or le: $ 0 $ 0
Due after one year through five ye. 25,00( 25,27¢
Due after five years through ten ye 0 0
Due after ten yeal 0 0
Mortgagebacked securitie 416,42¢ 411,08:
Total debt securitie $441,42¢ $436,35°

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, 2014 and December 31, 2042 as follows:

March 31, 2014

Less Than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses

(dollars in thousand:

Available for Sale:

Mortgage-backed securities (; $234,56¢ $ (4,990 $21,42¢ $ (1,67) $255,99" $ (6,66))
Corporate note 0 0 4,99¢ 2 4,99¢ 2
Equity securities (2 21,94t (1,129 0 0 21,94¢ (1,129

Total $256,51. $ (6,119 $26,42° $ (1,679 $282,93¢ $ (7,799
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December 31, 201.

Less Than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses

(dollars in thousand:
Available for Sale:

Mortgagebacked securities (; $425,620 $(10,06)) $ 527« $ (59¢) 430,89° $(10,659
Corporate note 4,98 (18 4,991 (©)] 9,97¢ (22)
Equity securities (2 20,71« (2,360 0 0 20,71« (2,360

Total $451,31¢  $(12,439 $10,27: $ (601) $461,59( $(13,040

(1) Comprised primarily of mortga-backed securities issued by governr-sponsored agencies, including FHLMC, FNMA, and GN
(2) Comprised primarily of equity securities in a fapeientity.

At March 31, 2014, there were twenty-two availafiesale investment securities in the less-tharisa+enonth category and ten available-
for-sale investment securities in the twelve-montimore category. At December 31, 2013, there \rérgy-six available for sale investment
securities in the less-than-twelve-month categod/ eight available-for-sale investment securitiethe twelve-month-or-more category.
Customers has analyzed these investments for tithertemporary impairment. The unrealized lossethemortgage backed securities are
guaranteed by government-sponsored entities anthgly relate to changes in market interest raddlsamounts are expected to be recovered
when market prices recover or at maturity. The aliwed losses on the equity securities reflectekes®s in market price or foreign currency
exchange rates. Customers evaluated the finaraiaition and capital strength of the issuer of ¢hescurities and concluded that the decline
in fair value was temporary and would recover by whchanges in market prices or foreign currenaghange rates. The Company intenc
hold these securities for the foreseeable futurd,dmes not intend to sell the securities befoeeptiice recovers. Customers considers it more
likely than not that it will not be required to ktile securities. Accordingly, Customers has cometlthat the securities are not other-than-
temporarily impaired.

At March 31, 2014 and December 31, 2013, Custofank had pledged investment securities aggreg&dd@.6 million and $451.1 million
fair value, respectively, as collateral that thargerparties do not have the ability to sell ofedpe.

NOTE 7 — LOANS HELD FOR SALE

The composition of loans held for sale was as ¥aito

December 3:
March 31,
2014 2013
(in thousands
Mortgage warehouse loans at fair va $693,40! $ 740,69:
Residential mortgage loans at fair va 4,12 6,89¢
Loans held for sal $697,53. $ 747,59

13



Table of Contents

NOTE 8 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES

The following table presents loans receivable ddlafch 31, 2014 and December 31, 2013:

December 31

March 31,
2014 2013
(in thousands
Constructior $ 12,77 $ 14,62
Commercial real esta 23,17¢ 24,25¢
Commercial and industri 6,131 5,81«
Residential real esta 16,32« 18,73
Manufactured housin 3,23¢ 3,29:
Total loans receivableoveredunder FDIC loss sharing
agreements (1 61,63¢ 66,72¢
Constructior 36,13: 36,90:
Commercial real esta 2,470,58! 1,835,18:
Commercial and industri 240,09¢ 239,50
Mortgage warehous 65E 86¢€
Manufactured housin 136,95 139,47
Residential real esta 408,41 145,18t
Consume 1,82 2,14¢
Total loans receivableot coveredunder FDIC loss sharing
agreement 3,294,66! 2,399,26!
Total loans receivabl 3,356,30! 2,465,99i
Deferred (fees) costs, n 242 (912)
Allowance for loan losse (26,70¢) (23,999
Loans receivable, ni $3,329,84. $2,441,08!

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

The following tables summarizeon-coveredloans by class and performance status as of MarcA® 4 and December 31, 2013:

Commercial and industri
Commercial real esta
Constructior

Residential real esta
Consume

Mortgage warehous
Manufactured housing (¢

Total

Commercial and industri;
Commercial real esta
Constructior

Residential real esta
Consume

Mortgage warehous
Manufactured housing (*

Total

March 31, 2014

Purchasec-
90 Days Total Past Credit-
3C-89 Days Or More Non- Impaired Total
Past Due (1  Past Due(1 Due (1) Accrual Current (2) Loans (3) Loans (4)
(in thousands
$ 1607 $ 0 $ 1607 $1,697 $ 23503 $ 1,76¢ $ 240,09
717 0 717 9,44¢ 2,425,01! 35,40¢ 2,470,58!
0 0 0 451 34,99: 69C 36,13:
85: 0 853 454 397,05¢ 10,05¢ 408,41°
0 0 0 0 1,43: 38¢ 1,822
0 0 0 0 65t 0 65¢
7,091 3,93¢ 11,02¢ 562 120,69 4,664 136,95:
$ 10,26¢ $ 3,93t $14,20¢ $12,61: $3,214,87 $ 52,97: $3,294,66
December 31, 201
Purchasec-
90 Days Total Past Credit-
3C-89 Days Or More Non- Impaired Total
Past Due (1  Past Due(1 Due (1) Accrual Current (2) Loans (3) Loans (4)
(in thousands

$ 10 $ 0 $ 10 $ 128 $ 237450 $ 1,92¢ $ 239,50¢
0 0 0 9,92¢ 1,788,14. 37,11¢ 1,835,18:
0 0 0 2,04¢ 33,92 93C 36,90:
55¢ 0 55¢ 96¢ 133,15¢ 10,50¢ 145,18¢
0 0 0 0 1,72¢ 41€ 2,14¢
0 0 0 0 86¢€ 0 86¢€
7,921 3,77z 11,69 44¢ 122,41¢ 4,914 139,47
$ 848t $ 3,77 $1225¢ $13,51! $2,317,68 $ 55,807 $2,399,26!

(1) Includes past due loans that are accruing intbexsduse collection is considered proba

(2) Loans where next payment due is less than 30 dagsthe report datt

(3) Purchased-credit-impaired loans aggregatedanool are accounted for as a single asset wathgde composite interest rate and an
aggregate expectation of cash flows, and the peessthtus of the pools, or that of the individaalns within the pools, is not
meaningful. Because of the credit impaired natdith®loans, the loans are recorded at a disca&lietcting estimated future cash flows
and the Bank recognizes interest income on eachgbdmans reflecting the estimated yield and pgssaf time. Such loans are
considered to be performing. Purchased-credit-inepdbans that are not in pools accrete interestwvthe timing and amount of their
expected cash flows are reasonably estimable, @gported as performing loal

(4) Amounts exclude deferred costs and fees and tbeatice for loan losse

(5) Manufactured housing loans purchased in 20&&uabject to cash reserves held at the Bank thatsad to fund past-due payments
when the loan becomes 90 days or more delinquabsegjuent purchases are subject to varying proxisiothe event of borrowers’

delinquencies
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Covered Loans

The following tables summarizmveredloans by class and performance status as of MdrcB®4 and December 31, 2013:

March 31, 2014

Purchasec
90 Days Total Past - Credit
3C-89 Days Or More Non- Impaired Total
Past Due (1  Past Due (1 Due (1) Accrual Current (2) Loans (3) Loans (4
(in thousands
Commercial and industrii $ 39 $ 0 $ 3¢ $ 21¢ $ 3461 $ 2,41: $ 6,131
Commercial real esta 243 0 243 1,27¢ 13,13( 8,52¢ 23,17¢
Constructior 0 0 0 3,38: 53C 8,86: 12,77¢
Residential real esta 75C 0 75C 561 13,23: 1,78 16,32«
Manufactured housin 71 0 71 16 3,01¢ 12€ 3,23:
Total $ 1,0 $ 0 $ 1,10 %5457 $ 33,37( $21,70¢ $61,63¢
December 31, 201.
Purchasec-
90 Days Total Past Credit
3C-89 Days Or More Non- Impaired Total
Past Due (1 Past Due (1 Due (1) Accrual Current (2) Loans (3) Loans (4
(in thousands

Commercial and industrii $ 298 3 0O $ 29 $ 2 $ 3172 $ 2,34t $ 581
Commercial real esta 24E 0 24F 1,691 13,58¢ 8,73¢ 24,25¢
Constructior 0 0 0 3,38¢ 1,967 9,27¢ 14,627
Residential real esta a0 0 90 564 14,10¢ 3,971 18,73
Manufactured housin 56 0 56 11 3,081 14E 3,29:
Total $ 68€ $ 0 $ 68¢ $5,65( $ 35,91« $ 24,47 $66,72¢

(1) Includes past due loans that are accruing intbesxsiuse collection is considered proba

(2) Purchased loans in FDIC assisted transactionsnuitiividence of credit deterioration since origioat

(3) Purchased-credit-impaired loans aggregatedanool are accounted for as a single asset wathgde composite interest rate and an
aggregate expectation of cash flows, and the pessthtus of the pools, or that of the individeads within the pools, is not

meaningful. Because of the credit impaired natfitheloans, the loans are recorded at a discadiletcting estimated future cash flows

and the Bank recognizes interest income on eachgbdmans reflecting the estimated yield and pgssaf time. Such loans are
considered to be performing. Purchased-credit-inepgdbans that are not in pools accrete interestmthe timing and amount of their
expected cash flows are reasonably estimable, r@netported as performing loai

(4) Amounts exclude deferred costs and fees and allosvéor loan losse:
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Allowance for Loan Losses and FDIC Loss SharingeReble

Prospective losses incurred on covered loans miblelfor partial reimbursement by the FDIC. Sujpsent to the purchase date, the expected
cash flows on the covered loans are subject taiatiah. Decreases in the present value of expeetsial flows are recognized by increasing
the allowance for loan losses with a related ch&mdbe provision for loan losses. At the same tiheeFDIC indemnification asset is
increased reflecting an estimated future collectiom the FDIC with a related credit to the prowisifor loan losses. If the expected cash
flows on the covered loans increase such that\aqusly recorded impairment can be reversed, thecB records a reduction in the
allowance for loan losses with a related credth@provision for loan losses accompanied by aagatuin the FDIC receivable and a charge
to the provision for loan losses. Increases in etqubcash flows of purchased loans and decreasegpé@cted cash flows of the FDIC loss
sharing receivable, when there are no previouslgraed impairments, are considered together arafjnéred over the remaining life of the
loans as interest income.

The following table presents changes in the allaveabor loan losses and the FDIC loss sharing rabévfor the three months ended
March 31, 2014 and 2013.

Allowance for Loan Losses
For the Three Months Ended March 31,

(amounts in thousand 2014 2013

Beginning balance $ 23,99¢ $ 25,831
Provision for loan losses ( 2,901 1,10C
Chargeoffs (53€) (569)
Recoveries 341 65
Ending balanci $ 26,70« $ 26,43¢

FDIC Loss Sharing Receivable
For the Three Months Ended March 31,

(amounts in thousand 2014 2013
Beginning balance $ 10,04¢ $ 12,34
(Decreased)/Increased estimated cash flow (1,467 1,215
Other activity, net (3 99C 853
Cash receipts from FDI (1,299 (2,370
Ending balanc: $ 8,27 $ 12,04
(1) Provision for loan losse $ 2,901 $ 1,10(
(2) Effect attributable to FDIC loss share arrangets 1,467 (1,219
Net amount reported as provision for loan los $ 4,36¢ $ (119

(3) Includes external costs, such as legal feesestate taxes, and appraisal expenses, thafygioslreimbursement under loss sharing
arrangements
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Impaired Loan+— Covered and Non-Covered

The following tables present a summary of impaloaths as of March 31, 2014 and December 31, 20d3renaverage recorded investment
and interest income recognized for the three moatialed March 31, 2014 and 2013. Purchased-cregdained loans are considered to be
performing and are not included in the tables below

For the Three Months Ended

March 31, 2014 March 31, 2014

Recorded Unpaid
Investment Principal Average Interest
Net of Related Recorded Income
Charge Offs Balance Allowance Investment Recognize!
(in thousands
With no related allowance recorded:
Commercial and industri $ 10,90¢ $12,24: $ 12,00: $ 99
Commercial real esta 19,88: 20,73 17,13¢ 274
Constructior 2,32¢ 3,59« 2,551 0
Consume 5 5 3 0
Residential real esta 1,951 1,951 2,391 13
With an allowance recorded:
Commercial and industri; 83¢ 734 $ 58¢ 1,65 8
Commercial real esta 2,43¢ 3,32¢ 1,09: 2,35( 1
Constructior 1,56¢ 1,56¢ 347 1,35( 15
Consume 64 5 14 64 1
Residential real esta 25C 25( 197 251 1
Total $ 40,22] $44,40¢ $ 2,23¢ $ 39,75t $ 412
For the Three Months EndedMarch
December 31, 201 31, 2013
Recorded Unpaid
Investment Principal Average Interest
Net of Related Recorded Income
Charge Offs Balance Allowance Investment Recognizec
(in thousands
With no related allowance recorded:
Commercial and industri $ 13,09 $13,15¢ $ 4,79¢ $ 56
Commercial real esta 14,397 15,24¢ 23,627 19¢
Constructior 2,771 4,04¢ 7,32( 2
Consume 0 0 10¢c 0
Residential real esta 2,831 2,831 2,46° 8
With an allowance recorded:
Commercial and industri 2,46¢ 3,73¢ $ 82¢ 671 7
Commercial real esta 2,261 3,167 94¢ 8,58¢ 11
Constructior 1,132 1,13¢ 351 6,307 49
Consume 64 64 17 53 1
Residential real esta 252 252 19¢ 1,10 2
Total $ 39,28( $43,63¢ $ 2,342 $ 55,02¢ $ 334

Troubled Debt Restructurings

At March 31, 2014 and 2013, there were $5.1 mildod $6.4 million, respectively, in loans reporgedtroubled debt restructurings (“TDRs”
TDRs are reported as impaired loans in the caleywtar of their restructuring and are evaluatedetemnine whether they should be place:
non-accrual status. In subsequent years, a TDRbmagturned to accrual status if it satisfies aimmim six-month performance requirement;
however, it will remain classified as impaired. @mlly, the Bancorp requires sustained performémceine months before returning a TDR
to accrual status.

Modification of purchased-credit-impaired loanstthge accounted for within loan pools in accordanith the accounting standards for
purchased-credit-impaired loans do not result énrtimoval of these loans from the pool even if fications would otherwise be considered
a TDR. Accordingly, as each pool is accounted $oa @ingle asset with a single composite intesgstand an aggregate expectation of cash
flows, modifications of loans within such pools a@ TDRs.
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The following is an analysis of loans modified itr@ubled debt restructuring by type of conceséwrihe three months ended March 31,
2014 and 2013. There were no modifications thatlirad forgiveness of debt.

TDRs in
TDRs in Compliance
Compliance
with Their
with Their Modified
Modified Terms and
Terms and Not
Accruing Accruing
Interest Interest Total
(in thousands
Three months ended March 31, 201
Extended under forbearan $ 0 $ 0 $ 0
Multiple extensions resulting from financial diftikty 0 0 0
Interes-rate reduction 247 127 374
Total $ 247 $ 127 $374
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
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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, 2014 and 2013.

TDRs in
Compliance
with Their
TDRs in Compliance with Their Modified
Modified Terms and Accruing Terms and Not
Interest Accruing Interest
Number Number
Recorded Recorded
of Loans Investment of Loans Investment
(dollars in thousand:
Three months ended March 31, 201
Commercial and industrii 0 $ 0 0 $ 0
Commercial real esta 0 0 0 0
Constructior 0 0 0 0
Manufactured housin 1 47 2 127
Residential real esta 3 20C 0 0
Consume 0 0 0 0
Total 4 $ 247 2 $ 127
Three months ended March 31, 201

Commercial and industri; 0 $ 0 0 $ 0
Commercial real esta 0 0 0 0
Constructior 0 0 0 0
Manufactured housin 0 0 3 257
Residential real esta 0 0 0 0
Consume 0 0 0 0
Total 0 $ 0 3 $ 257

At March 31, 2014 and 2013, there were no commitsnlend additional funds to debtors whose tenmmse been modified in troubled debt
restructuring.

For the three months ended March 31, 2014 and 26&3ecorded investment of loan determined to DRF was $0.4 million and $0.3
million, respectively, both before and after restaing. During the three month period ended M&th2014, two TDR loans defaulted with
a recorded investment of $0.1 million. During theee month period ended March 31, 2013, three Tda2Rd defaulted with a recorded
investment of $0.3 million.

Loans modified in troubled debt restructuringseraluated for impairment. The nature and extemnpfirment of TDRs, including those
which have experienced a subsequent default, isidered in the determination of an appropriatellefallowance for credit losses. There
were no specific allowances resulting from TDR nfiedtions during the three months ended March 8142and 2013.

Credit Quality Indicators

Commercial and industrial, commercial real estasidential real estate and construction loansaiesl based on an internally assigned risk
rating system which is assigned at the loan ortgnaand reviewed on a periodic or on an “as neeladis. Consumer, mortgage warehouse
and manufactured housing loans are evaluated lmstttk payment activity of the loan.

To facilitate the monitoring of credit quality withthe commercial and industrial, commercial resthte, construction, and residential real
estate classes, and for purposes of analyzingriziatdoss rates used in the determination of tlvance for loan losses for the respective
portfolio class, the Bank utilizes the followingtegories of risk ratings: pass/satisfactory (inelidisk rating 1 through 6), special mention,
substandard, doubtful, and loss. The risk ratinggaries, which are derived from standard regwatating definitions, are assigned upon
initial approval of credit to borrowers and updapediodically thereafter. Pass/satisfactory ratingsich are assigned to those borrowers who
do not have identified potential or well-definedakaesses and for whom there is a high likelihoodrdérly repayment, are updated
periodically based on the size and credit charesties of the borrower. All other categories arelaed on a quarterly basis during the month
preceding the end of the calendar quarter. Consloaas are not assigned a risk rating. While agsggrisk ratings involves judgment, the
risk-rating process allows management to identtfigsier credits in a timely manner and allocatedppropriate resources to managing the
loans.
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The risk rating grades are defined as follows:

“1" — Pass/ Excellent

Loans rated 1 represent a credit extension of ifteelst quality. The borrower’s historic (at leasefyears) cash flows manifest extremely
large and stable margins of coverage. Balance sheetconservative, well capitalized, and liquifteAconsidering debt service for proposed
and existing debt, projected cash flows continuleet@trong and provide ample coverage. The borrbtypésally reflects broad geographic
product diversification and has access to alteradihancial markets.

‘2" —Pass/ Superior

Loans rated 2 are those for which the borrowerahstsong financial condition, balance sheet, opmnaf cash flow, debt capacity and
coverage with ratios better than industry norms Bbrrowers of these loans exhibit a limited legerposition, borrowers are virtually
immune to local economies in stable growing indastrand where management is well respected antbthpany has ready access to public
markets.

“3" —Pass/ Strong

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

“4" — Pass/ Good

Loans rated 4 have a sound primary and secondargesof repayment. The borrower may have accealidmative sources of financing, but
sources are not as widely available as they aaehigher grade borrower. These loans carry a ndewal of risk, with very low loss
exposure. The borrower has the ability to perfoceoading to the terms of the credit facility. Thangins of cash flow coverage are
satisfactory but vulnerable to more rapid detetiorathan the higher quality loans.

" — Satisfactor

Loans rated 5 are extended to borrowers who asrdated to be a reasonable credit risk and denatadine ability to repay the debt from
normal business operations. Risk factors may irehadiability of margins and cash flows, liquidityependence on a single product or
industry, cyclical trends, depth of managementinoited access to alternative financing source® borrower’s historical financial
information may indicate erratic performance, hutent trends are positive and the quality of ficiahinformation is adequate, but is not as
detailed and sophisticated as information foundiigher grade loans. If adverse circumstances alisémpact on the borrower may be
significant.

“6" — Satisfactory Bankable with Care

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

“7" —Special Mention

Loans rated Special Mention are credit facilitiesttmay have potential developing weaknesses ssehdeextra attention from the account
manager and other management personnel. In the hatpotential weaknesses are not corrected tigated, deterioration in the ability of
the borrower to repay the debt in the future maguocThis grade is not assigned to loans that bedain peculiar risks normally associated
with the type of financing involved, unless circuarces have caused the risk to increase to ahéyteér than would have been acceptable
when the credit was originally approved. Loans wtmgnificant actual, not potential, weaknessgsroblems are clearly evident are graded
in the category below.

“8" — Substandard

Loans are classified Substandard when the loansadequately protected by the current sound wemthpayment capacity of the obligor or
of the collateral pledged, if any. Loans so clasdimust have a well-defined weakness or weaknékaegopardize the liquidation of the
debt and are characterized by the distinct podyililat the Company will sustain some loss if eaknesses are not corrected.
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“9" — Doubtful

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

or refinancing plans.

“10" —Loss

The Bank assigns a loss rating to loans considemedllectible and of such little value that thedntinuance as an active asset is not
warranted. Amounts classified as loss are immelgiatearged off.

Risk ratings are not established for home equiiyn$o consumer loans, and instaliment loans, mamtause these portfolios consist of a
larger number of homogenous loans with smallerrdzada. Instead, these portfolios are evaluatedskmnainly based upon aggregate
payment history through the monitoring of delingesefevels and trends and are classified as perfagrand nonperforming.

The following table presents the credit ratingsh@non-coveredloan portfolio as of March 31, 2014 and December2®1 3:

March 31, 2014

Commercial
Residential
and Commercial
Industrial Real Estate Construction Real Estate
(in thousands
Pass/Satisfactot $ 229,55 $2,442,49. $ 35,65: $406,51!
Special Mentior 8,48 15,17 29 864
Substandar 2,05¢ 12,92: 451 1,03¢
Doubtful 0 0 0 0
Total loans receivable, n-coverec $ 240,09¢ $2,470,58 $ 36,13: $408,41°
Manufactured
Mortgage
Consumel Warehouse Housing
(in thousands
Performing $ 1,827 $ 65E $ 125,36:
Nonperforming (1 0 0 11,59:
Total loans receivable, n-coverec $ 1,827 $ 655 $ 136,95:

(1) Includes loans that are on nonaccrual status atiMat, 2014
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December 31, 201

Commercial
Residential
and Commercial
Industrial Real Estate Construction Real Estate
(in thousands
Pass/Satisfactol $ 228,74¢ $1,808,80. $ 34,82 $142,58¢
Special Mentior 10,31« 12,76( 29 94C
Substandar 447 13,62: 2,05(C 1,66(
Doubtful 0 0 0 0
Total loans receivable, n-coverec $ 239,50¢ $1,835,18 $ 36,90: $145,18¢
Manufactured
Mortgage
Consumel Warehouse Housing
(in thousands
Performing $ 2,144 $ 86€ $ 127,33(
Nonperforming (1 0 0 12,14:
Total loans receivable, n-coverec $ 2,14« $ 86¢€ $ 139,47:
() Includes loans that are on nonaccrual status atideer 31, 201:
The following table presents the credit ratingshef covered loan portfolio as of March 31, 2014 Bedember 31, 2013:
March 31, 2014
Commercial
Commercial Residential
and
_Industrial _ Real Estate Construction Real Estate
(in thousands
Pass/Satisfactol $ 4,027 $ 13,63( $ 531 $ 13,91«
Special Mentior 0 3,20¢ 0 45E
Substandar 2,10¢ 6,341 12,24« 1,95¢
Doubtful 0 0 0 0
Total loans receivable, cover $ 6,131 $ 23,17¢ $ 12,77 $ 16,32«
Manufactured
Housing
(in thousands
Performing $ 3,14¢
Nonperforming (1 87
Total loans receivable, cover $ 3,23¢

(1) Includes loans that are on nonaccrual status atiMat, 2014
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December 31, 201.

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

Pass/Satisfactol $ 3,68¢ $ 14,33( $ 1,967 $ 14,137
Special Mentior 228 2,98¢ 0 45E
Substandar 1,90¢ 6,93¢ 12,66( 4,141
Doubtful 0 0 0 0
Total loans receivable, cover $ 5,81« $ 24,25¢ $ 14,62 $ 18,73¢

Manufactured

Housing

(in thousands

Performing $ 3,22¢

Nonperforming (1 67

Total loans receivable, cover $ 3,29:

() Includes loans that are on nonaccrual status atidker 31, 201:
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Allowance for loan losses

The changes in the allowance for loan losses ®thhee months ended March 31, 2014 and 2013 alddhs and allowance for loan losses
by loan class based on impairment evaluation megheds follows. The amounts presented for theigimvfor loan losses below do not
include the effect of changes to estimated benefgslting from the FDIC loss share arrangementthi® covered loans.

Commercial
Commercial Residentia  Manufactured Residua
and Mortgage
Industrial Real Estate  Construction  Real Estate Housing Consumel  Warehouse  Reserve Total
(in thousands
Three months endec
March 31, 2014
Beginning Balance, January
2014 $ 263t $ 15,708 % 2,38 % 2,490 $ 614 $ 3¢ $ 36 $ 0 $ 23,99¢
Chargeoffs 0 (24¢) 0 (28¢) 0 0 0 0 (536)
Recoveries 9C 25 0 224 0 2 0 0 341
Provision for loan losse (28E) 3,37( (43) (119) (21) (5) 4 0 2,901
Ending Balance, March 31, 2C $ 2,44:  $ 18,85: $ 234: % 2,307 $ 59 $ 127 $ 40 % 0 $ 26,70«
At March 31, 2014
Loans:
Individually evaluated for
impairment $ 11,74 % 22,31¢ % 3,89 % 2,201 $ 0o 3 68 $ 0o 3 0 $ 40,22
Collectively evaluated fc
impairment 230,30¢ 2,427,51. 35,46 410,70: 135,39: 1,36¢ 65¢ 0 3,241,39
Loans acquired with crec
deterioratior 4,17¢ 43,93t 9,55:¢ 11,83¢ 4,792 38¢ 0 0 74,68
$3,356,30:
Allowance for loan losses
Individually evaluated fo
impairment $ 58¢ $ 1,09t $ 347 $ 197 8 0 3 14 3 o $ 0 $ 223
Collectively evaluated for
impairment 1,67(C 12,53: 241 791 86 35 40 0 15,39¢
Loans acquired with credit
deterioratior 18t 5,221 1,754 1,31¢ 507 78 0 0 9,07(
$ 2,44  $ 18,85: $ 234: % 2,307 $ 59 $ 127 $ 40 $ 0 $ 26,70
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Three months endec
March 31, 2013
Beginning Balance, January
2013
Chargeoffs
Recoveries
Provision for loan losse

Ending Balance, March 31, 2C

At March 31, 2013
Loans:
Individually evaluated for
impairment
Collectively evaluated for
impairment
Loans acquired with crec
deterioratior

Allowance for loan losses
Individually evaluated fo
impairment
Collectively evaluated fc
impairment
Loans acquired with credit
deterioratior

Commercial
Commercial Residential  Manufactured Residua
and Mortgage
Industrial Real Estate  Construction  Real Estate Housing Consumel  Warehouse  Reserve Total
(in thousands

$ 1,477 % 15,43¢ $ 3991 $ 323: % 75C % 154  $ 71 3 72z $ 25,83
(20) (410 0 (139 0 0 0 0 (56%)
11 52 0 ©) 0 5 0 0 65
522 142 28¢ 151 96 (18 17 (64) 1,10(
$ 1,99C $ 15,227  $ 427¢  $ 3,248  $ 84€ $ 141 $ 54 $ 656 $ 26,43¢
$ 4,82¢ $ 32,83 $ 11,93 $ 348( $ 0 $ 201 $ 0 $ 0 $ 53,27¢
180,53( 975,65: 34,08¢ 110,58t 148,01t 1,14¢ 7,22( 0 1,457,23
5,71C 62,78: 17,187 15,87¢ 5,69: 47¢ 0 0 107,72t
$1,618,24
$ 42C  $ 2,207 % 1,490 $ 364 $ 0 s 14  $ 0 3 0 $ 4,49
1,327 8,45¢ 374 95k 72 50 54 65€ 11,94«
24¢ 4,551 2,41F 1,92¢ 774 77 0 0 10,00(
$ 199 $ 1522: $ 427¢ $ 3,248  $ 84€ $ 141 $ 54 $ 65¢ $ 26,43¢
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The non-covered manufactured housing portfolio prashased in August 2010. A portion of the purchasse may be used to reimburse the
Bank under the specified terms in the Purchaseekgeat for defaults of the underlying borrower attteo specified items. At March 31,

2014 and 2013, funds available for reimburseméngdessary, were $3.2 million and $3.1 milliorspectively. Each quarter, these funds are
evaluated to determine if they would be sufficienabsorb probable losses within the manufactucesing portfolio.

The changes in accretable yield related to purchasdit-impaired loans for the three months endadch 31, 2014 and 2013 were as
follows:

For the Three Months Ended March 31 2014 2013
(in thousands
Accretable yield balance, beginning of per $22,557 $32,17¢
Accretion to interest incormr (2,080 (2,079
Reclassification from nonaccretable difference disposals, ne (85¢) (43¢)
Accretable yield balance, end of per $20,61¢ $29,66¢

NOTE 9 — SHARE-BASED COMPENSATION
Stock Options

In February 2014, options to purchase an aggrexja38,000 shares of voting common stock were gohtdesertain officers and team
members. The options are subject to five-year e8ffiting. The fair values of the options were eatad using the Black-Scholes option
pricing model. The following table presents thegitéd-average assumptions used and the resultiigited-average fair value of the
options granted.

March 31, 201«

Weighted-average risk-free interest rate 2.2(%
Expected dividend yiel 0.0(%
Weightec-average expected volatili 17.61%
Weightec-average expected life (in yea 7.0C
Weightec-average fair value of each option gran $ 4.8¢

The following table summarizes stock option acyivdr the three months ended March 31, 2014.

Weightec- Weighted-
average Aggregate
average Remaining
Number Exercise Contractual Intrinsic
of Options Price Term in Years Value
(dollars in thousands, except Weigt-average exercise pric
Outstanding at January 1, 20 2,779,48 $ 13.6¢
Grantec 88,00( 19.4-
Forfeited (5,000 14.9¢
Outstanding at March 31, 20. 2,862,48! $ 13.8¢ 7.9¢ $ 20,18
Exercisable at March 31, 20. 14,43¢ $ 20.0¢ 3.07 $ 59
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Also in February 2014, 142,395 restricted stocksuwere granted to certain officers and team mesl@&frthe aggregate restricted stock
units, 47,760 were granted under the Bonus Redogrand Retention Program and are subject to fea-g¢liff vesting. The remainders are
subject to three-year cliff vesting. The followitahple summarizes restricted stock activity forttiree months ended March 31, 2014.

Weightec-

average grant-

Restricted
Stock Units date fair value
Outstanding and unvested at January 1, 2014 613,46 $ 13.0C
Grantec 142,39! 19.4:
Vested (34,419 12.0(
Outstanding and unvested at March 31, 2 721,44! $ 14.3(

Total share-based compensation expense for the thoaths ended March 31, 2014 and 2013 was $1lioménd $0.7 million, respectively.

Customers Bancorp has a policy that permits iesatiirs to elect to receive shares of voting comstoak in lieu of their cash retainers. In
January 2014, Customers Bancorp issued 25,541sshawveting common stock with a fair value of $&8lion to the directors as
compensation for their services during 2013. Inda2014, Customers Bancorp issued 10,058 sharegtinfj common stock with a fair
value of $0.2 million to directors as compensafmmtheir services during first quarter 2014. The alues were determined based on the
opening price of the common stock on the day tlaeeshwere issued.

NOTE 10 — REGULATORY MATTERS

The Bank and the Bancorp are subject to variouslasgyy capital requirements administered by thieefal banking agencies. Failure to meet
the minimum capital requirements can result inaertnandatory, and possibly additional discretignactions by regulators that, if
undertaken, could have a direct material effedh@nBancorp’s financial statements. Under capitialgamacy guidelines and the regulatory
framework for prompt corrective action, the Bankl@ancorp must meet specific capital guidelines ithaolve quantitative measures of th
assets, liabilities and certain off-balance shteens, as calculated under the regulatory accouptiagtices. The capital amounts and
classification are also subject to qualitative jundmts by the regulators about components, riskhtieigs and other factors. Prompt correc
action provisions are not applicable to bank hadiompanies.

Quantitative measures established by regulati@msure capital adequacy require the Bank and Barioanaintain minimum amounts and
ratios (set forth in the following table) of totahd Tier 1 capital to riskreighted assets and of Tier 1 capital to averagetagas defined in tl
regulations). At March 31, 2014 and December 3132¢the Bank and Bancorp met all capital adequaguirements to which they were
subject.
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To be categorized as well capitalized, an instituthust maintain minimum total risk based, Tieisk based and Tier 1 leveraged ratios a
forth in the following table:

To Be Well Capitalized

Under
For Capital Adequacy Prompt Corrective Action
Actual Purposes Provisions
(dollars in thousand: Amount Ratio Amount Ratio Amount Ratio
As of March 31, 2014
Total capital (to risk weighted assets
Customers Bancorp, In $424,94: 11.6% $ 292,57( 8.C% N/A N/A
Customers Ban $448,60: 12.3% $ 290,30 8% $ 362,88 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $398,23° 10.8% $ 146,28! 4.C% N/A N/A
Customers Ban $421,90( 11.6% $ 145,15 4C% $ 217,73 6.C%
Tier 1 capital (to average assets)
Customers Bancorp, In $398,23° 9.1% $ 174,95 4.C% N/A N/A
Customers Ban $421,90( 9.7% $ 173,81 4C% $ 217,26t 5.C%
As of December 31, 201z
Total capital (to risk weighted assets)
Customers Bancorp, In $411,52° 13.21% $ 249,19t 8.C% N/A N/A
Customers Ban $435,43. 14.1% $ 246,93t 8% $ 308,67( 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $387,52¢ 1249 $ 124,59 4.C% N/A N/A
Customers Ban $411,43: 13.3% $ 123,46¢ 4C% $ 185,20: 6.C%
Tier 1 capital (to average assets
Customers Bancorp, In $387,52¢ 10.19% $ 153,31( 4.C% N/A N/A
Customers Ban $411,43: 10.8% $ 152,19: 4C% $ 190,23¢ 5.0%

NOTE 11 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

The Bancorp uses fair value measurements to réardalue adjustments to certain assets and iiegsilto disclose the fair value of its
financial instruments. FASB ASC 82%.inancial Instruments requires disclosure of the estimated fair valuaroentity’s assets and
liabilities considered to be financial instrumerisr the Bancorp, as for most financial instituipthe majority of its assets and liabilities are
considered to be financial instruments. Howevemyraf these instruments lack an available tradirgket as characterized by a willing
buyer and willing seller engaging in an exchangegaction. For fair value disclosure purposesBmecorp utilized certain fair value
measurement criteria under the FASB ASC &4 Value Measurements and Disclosures explained below.

Cash and cash equivalents:

The carrying amounts reported in the balance gheetsh and short-term instruments approximatedlassets’ fair values. These assets are
included as Level 1 fair values, based upon theeitwevel of input that is significant to the faalue measurements.

Investment securities:

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

The carrying amount of FHLB and Federal Reserveksapproximates fair value, and considers the éthinarketability of such securities.
These assets are included as Level 2 fair val@sgdupon the lowest level of input that is sigaffit to the fair value measurements.
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Loans held for sale - Residential mortgage loans:

The Bancorp generally estimates the fair valudsaris held for sale based on commitments on hamd iinvestors within the secondary
market for loans with similar characteristics. Tédassets are included as Level 2 fair values, based the lowest level of input that is
significant to the fair value measurements.

Loans held for sale - Mortgage warehouse loans:

The fair value of mortgage warehouse loans is theumt of cash initially advanced to fund the mogggeplus accrued interest and fees, as
specified in the respective agreements. The loaséasl by mortgage companies as short-term bridgading between the funding of
mortgage loans and the finalization of the salthefloans to an investor. Changes in fair valuenateexpected to be recognized since at
inception of the transaction the underlying loaagéhalready been sold to an approved investoreyrtave been hedged by the mortgage
company. Additionally, the interest rate is vargldnd the transaction is short-term, with an ayestéie of 17 days from purchase to sale.
These assets are included as Level 2 fair val@sgdupon the lowest level of input that is sigaffit to the fair value measurements.

Loans receivable, net:

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

Impaired loans:

Impaired loans are those that are accounted foeruh8C 450Contingencies in which the Bancorp has measured impairment rgéige
based on the fair value of the loan’s collaterair Falue is generally determined based upon inodget third-party appraisals of the
properties that collateralize the loans, or distedrtash flows based upon the expected proceedse®ssets are included as Level 3 fair
values, based upon the lowest level of input thatgnificant to the fair value measurements.

FDIC loss sharing receivable:

The FDIC loss sharing receivable is measured stghpfaom the related covered assets, as it icootractually 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 estimated losses to residi@n the loans and the expected reimbursementssses using the applicable loss s
percentages. These cash flows are discountedi¢ztréie estimated timing of the receipt of theslebare reimbursement from the FDIC. 1
asset is included as Level 3 fair value, based dipetowest level of input that is significant tetfair value measurements.

Other real estate owned:

The fair value of OREO is determined using apptsjsghich may be discounted based on managemewisw and changes in market
conditions (Level 3 Inputs). All appraisals mustgezformed in accordance with the Uniform Standafd@rofessional Appraisal Practice
("USPAP"). Appraisals are certified to the Bancamu performed by appraisers on the Bancorp’s ajgortst 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 valudiese assets are included as Level 3 fair vabhaesgd upon the lowest level of input that is
significant to the fair value measurements.

Accrued interest receivable and payable:

The carrying amount of accrued interest receivahlt accrued interest payable approximates itvédire. These assets are included as Level
2 fair values, based upon the lowest level of inpat is significant to the fair value measurements

Deposit liabilities:

The fair values disclosed for deposits (e.g., @geand noninterest checking, passbook savingsnameéy market deposit accounts) are, by
definition, equal to the amount payable on demanHteareporting date (i.e., their carrying amounfg)ir values for fixed-rate certificates of
deposit are estimated using a discounted cashdédeulation that applies interest rates currendiynd offered in the market on certificates to
a schedule of aggregated expected monthly masiotietime deposits. These assets are includedves 2 dair values, based upon the lowest
level of input that is significant to the fair valutneasurements.
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Federal funds purchased:

For these short-term instruments, the carrying arhsuconsidered a reasonable estimate of fairevdlbhese assets are included as Level 2
fair values, based upon the lowest level of inpat s significant to the fair value measurements.

Borrowings:

Borrowings consist of long-term and short-term FHhd/ances, five-year senior unsecured notes, aratdinated debt. For the short-term
borrowings, the carrying amount is considered aagrable estimate of fair value. Fair values of temgn FHLB advances are estimated u
discounted cash flow analysis, based on quoteépfar new FHLB advances with similar credit rislatacteristics, terms and remaining
maturity. The prices obtained from this active nearepresent a market value that is deemed tosepté¢he transfer price if the liability were
assumed by a third party. The five-year senior cunsgl notes are traded on The NASDAQ Stock Masdsad, their price can be obtained
daily. Fair values of subordinated debt are esthasing discounted cash flow analysis, based okaneates currently offered on such debt
with similar credit risk characteristics, terms archaining maturity. These liabilities are includegiLevel 2 fair values, based upon the lo
level of input that is significant to the fair valutneasurements.

Derivatives (Assets and Liabilities):

The fair values of interest rate swaps and cregfivdtives are determined using models that inaateareadily observable market data into a
market standard methodology. This methodology thetsliscounted future fixed cash receipts and ibeodnted expected variable cash
payments. The discounted variable cash paymentsazetl on expectations of future interest rategetfrom observable market interest
curves. In addition, fair value is adjusted for #ffect of nonperformance risk by incorporatingditealuation adjustments for the Bancorp
and its counterparties. These assets and liabilitie included as Level 2 fair values, based uperowest level of input that is significant to
the fair value measurements.

The fair values of the residential mortgage loamedtments are derived from the estimated fair valbat can be generated when the
underlying mortgage loan is sold in the secondaayket. The Bancorp uses commitments on hand franeh plarty investors to estimate an
exit price, and adjusts for the probability of tmmmitment being exercised based on the Bancantgsrial experience (i.e., pull-through
rate). These assets and liabilities are includdceasl 3 fair values, based upon the lowest le¥@hjput that is significant to the fair value
measurements.

Off-balance-sheet financial instruments:

Fair values for the Bancorp’s off-balance-sheariitial instruments (lending commitments and letbéisredit) 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. These financial instruments are incluatetevel 2 fair values, based upon the lowest lef/glput that is significant to the fair val
measurements. At March 31, 2014 and December 3B, 28ere were no off-balance-sheet financial imagnts in excess of their contract
value.

The following information should not be interpreteslan estimate of the fair value of the entired®dam since a fair value calculation is only
provided for a limited portion of the Bancorp’s etssand liabilities. Due to a wide range of valotiechniques and the degree of subjectivity
used in making these estimates, comparisons betiheddancorp’s disclosures and those of other coiepanay not be meaningful.
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The estimated fair values of the Bancorp’s financistruments were as follows at March 31, 2014 Bedember 31, 2013.

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)
(in thousands
Assets:
Cash and cash equivalel $ 290,46° $ 290,46° $29046° % 0 % 0
Investment securities, available for s 458,30: 458,30: 21,94 436,35 0
Loans held for sal 697,53. 697,53: 0 697,53. 0
Loans receivable, ni 3,329,84. 3,374,671 0 0 3,374,67!
FHLB, Federal Reserve Bank and other si 50,43( 50,43( 0 50,43( 0
Accrued interest receivahb 9,62¢ 9,62¢ 0 9,62¢ 0
FDIC loss sharing receivab 8,27: 8,27 0 0 8,27:
Derivatives 5,16( 5,16( 0 5,057 103
Liabilities:
Deposits $3,606,33; $3,569,59° $ 634,57¢ $2,935,01! $ 0
Borrowings 970,25( 974,59¢ 0 974,59¢ 0
Derivatives 4,34¢ 4,34¢ 0 4,34¢ 0
Accrued interest payab 1,74C 1,74C 0 1,74C 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)
(in thousands
Assets:
Cash and cash equivale $ 233,06¢ $ 233,06¢ $ 233,06¢ $ 0 $ 0
Investment securities, available for s 497,57 497 ,57: 20,71« 476,85¢ 0
Loans held for sal 747,59: 747,59 0 747,59: 0
Loans receivable, ni 2,441,08! 2,444,901 0 0 2,444,901
FHLB, Federal Reserve Bank and other si 42,42 42,42 0 42,42 0
Accrued interest receivahb 8,362 8,362 0 8,362 0
FDIC loss sharing receivakb 10,04¢ 10,04¢ 0 0 10,04¢
Derivatives 3,76% 3,76: 0 3,52: 24C
Liabilities:
Deposits $2,959,92; $2,919,93! $ 478,10: $ 2,441,83, $ 0
Federal funds purchas 13,00( 13,00( 13,00( 0 0
Borrowings 771,75( 774,79: 0 774,79: 0
Derivatives 3,537 3,537 0 3,537 0
Accrued interest payab 1,67¢ 1,67¢ 0 1,67¢ 0

In accordance with FASB ASC 82Bair Value Measurements and Disclosuréke fair value of a financial instrument is thée that would
be received to sell an asset or paid to transfi@baity in an orderly transaction between margatticipants at the measurement date. Fair
value is best determined based upon quoted marikeispHowever, in many instances, there are ntegumarket prices for the Bancorp’s
various financial instruments. In cases where gliotarket prices are not available, fair valuesbased on estimates using present value or
other valuation techniques. Those techniques grefisiantly affected by the assumptions used, idicig the discount rate and estimates of
future cash flows. Accordingly, the fair value estites may not be realized in an immediate settleofahe instrument.
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The fair value guidance provides a consistent definof fair value, focusing on an exit price in arderly transaction (that is, not a forced
liquidation or distressed sale) between markeigpants at the measurement date under currentanhegkditions. If there has been a
significant decrease in the volume and level ofvigtfor the asset or liability, a change in vaiioa technique or the use of multiple valuation
techniques may be appropriate. In such instan@terrdining 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 thateacessible at the measurement date for identinedstricted assets or
liabilities.

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

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

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

For financial assets and liabilities measured iatv&ue on a recurring and nonrecurring basis féirevalue measurements by level within the
fair value hierarchy used at March 31, 2014 andedzer 31, 2013 were as follows:

March 31, 2014
Fair Value Measurements at the End of the ReportindPeriod Using

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

(in thousands
Measured at Fair Value on a Recurring Basis

Assets
Available-for-sale securities
Mortgage-backed securitie $ 0 $ 411,08: $ 0 $ 411,08:
Corporate note 0 25,27¢ 0 25,27¢
Equity securitie: 21,94¢ 0 0 21,94:
Derivatives (1, 0 5,057 10z 5,16(
Loans held for sal- fair value optior 0 697,53. 0 697,53.
Total assets - recurring fair value
measurement $ 21,94¢ $ 1,138,944 $ 10z $1,160,99
Liabilities
Derivatives (2] $ 0 $ 4,34¢ $ 0 $  4,34¢
Measured at Fair Value on a Nonrecurring
Basis:
Assets
Impaired loans, net of specific reserves of
$2,239 $ 0 $ 0 $ 2,917 $ 2,917
Other real estate own 0 0 504 504
Total assets - nonrecurring fair value
measuremen $ 0 $ 0 $ 3,421 $ 3,421
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December 31, 201
Fair Value Measurements at the End of the Reporting®eriod Using

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

(in thousands
Measured at Fair Value on a Recurring

Basis:
Assets
Available-for-sale securities
Mortgage-backed securitie $ 0 $ 451,53t $ 0 $ 451,53t
Corporate note 0 25,32 0 25,32
Equity securitie: 20,71« 0 0 20,71«
Derivatives (1, 0 $ 3,52 24C $ 3,73¢
Loans held for sale — fair value
option 0 747,59: 0 747,59:
Total assets - recurring fair value
measurement $ 20,71 $ 1,227,97! $ 24C $1,248,92!
Liabilities
Derivatives (2] 0 $ 3,531 0 $ 3,53
Measured at Fair Value on a
Nonrecurring Basis:
Assets
Impaired loans, net of specific
reserves of $2,34 $ 0 $ 0 $ 3,83¢ $ 3,83¢
Other real estate ownu 0 0 33t 33¢
Total assets - nonrecurring fair value
measuremen $ 0 $ 0 $ 4,171 $ 4,171

(1) Included in Other Asse
(2) Included in Other Liabilitie:

The changes in Level 3 assets measured at faie wala recurring basis for the three months endativid1, 2014 and 2013 are summarized
as follows.

Residential
Mortgage
Loan
Commitments
(in thousands

Balance at January 1, 20 $ 24C
Issuance: 10z
Settlement: (240
Balance at March 31, 20: $ 10z
Loans
Held for
Sale (1
(in thousands
Balance at January 1, 20 $ 0
Transfer from Level 2 to Level 3 (. 3,17:
Balance at March 31, 20: $ 317

(1) The Bancors policy is to recognize transfers between levdiemevents or circumstances warrant transfersnBditst quarter 2013,
suspected fraud was discovered in the Bank’s lbafdsfor-sale portfolio. Total loans involved iridtiraud initially appeared to be $5.2
million, and management believed the range of pés$bss to have been between $1.5 million and #8lli®n. Accordingly,
management provided a loss contingency of $2.0anilit March 31, 2013. Due to the uncertainty sumdhng the amount of loss,
management transferred these loans and the rétestedontingency from Lewvi
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2 to Level 3. During second quarter 2013, the Baetiermined that an aggregate of $1.0 million ofitlems were not involved in the
fraud, and these loans were subsequently soldiditian, the Bank recovered $1.5 million in castnfrthe alleged perpetrator. Since it
was determined that these assets no longer mdeftistion of a loan, and since the Bank is purguiestitution through the involved
parties, the Bank determined this to be a receévakd a result, the remaining aggregate $2.7 miltibloans and the related $2.0 mill
reserve were transferred to other as:

The following table summarizes financial assets famghcial liabilities measured at fair value asvtdrch 31, 2014 and December 31, 201
a recurring and nonrecurring basis for which thad®ap utilized Level 3 inputs to measure fair value

Quantitative Information about Level 3 Fair Value Measurements

Fair Value
Range (Weighted
March 31, 201« Estimate Valuation Technigue Unobservable Input Average) (3)
(dollars in thousand:
Impaired loan: $ 2,917 Collateral appraisal ( Liquidation expenses ( -3% t0-8% (-5.5%,
Other real estate own $ 504 Collateral appraisal ( Liquidation expenses ( -3% t0-8% (-5.5%
Residential mortgage loan commitme $ 103 Adjusted market bic  Pull-through rate 80%
Quantitative Information about Level 3 Fair Value Measurements
Fair Value
Range (Weighted
December 31, 201 Estimate Valuation Technique Unobservable Input Average) (3)
(dollars in thousand:
Impaired loan: $ 3,83t Collateral appraisal ( Liquidation expenses ( -3% t0-8% (-5.5%,
Other real estate ownt $ 33t Collateral appraisal ( Liquidation expenses ( -3% t0-8% (-5.5%
Residential mortgage loan commitme $ 24C Adjusted market bic  Pull-through rate 80%

(1) Obtained from approved independent appraigggraisals are current and in compliance with drpdiicy. The Bancorp does not
discount appraisal:

(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
Risk Management Objectives of Using Derivatives

The Bancorp is exposed to certain risks arisinghflmth 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.
Specifically, the Bancorp enters into derivativaaficial instruments to manage exposures thatfaosebusiness activities that result in the
receipt or payment of future known and uncertashcamounts, the value of which are determined tgrést rates. The Bancorp’s derivative
financial instruments are used to manage differeitéhe amount, timing, and duration of the Bapt&oknown or expected cash receipts and
its known or expected cash payments principallgtesl to certain fixed-rate borrowings. The Banalgo has interest-rate derivatives
resulting from a service provided to certain quali§ customers, and therefore, they are not usethitage interest-rate risk in assets or
liabilities. The Bank manages a matched book vaipect to its derivative instruments in order taimize its net risk exposure resulting

from such transactions.

Cash Flow Hedges of Interest Rate Risk

The Bancorp’s objectives in using interest-ratévdgives are to add stability to interest expense i@ manage exposure to interest rate
movements. To accomplish this objective, the Bgmpoimarily uses interest rate swaps as part ohiesest-rate-risk management strategy.
Interest-rate swaps designated as cash flow hedgelse the receipt of variable amounts from a deyparty in exchange for the Bancorp
making fixed-rate payments over the life of theesgnents without exchange of the underlying notianabunt.

The effective portion of changes in the fair vatdi@lerivatives designated and qualifying as casiv thedges is recorded in accumulated ¢
comprehensive income and is subsequently reclaedsifto earnings in the period that the hedgedctmted transaction affects earnings.
During the three months ended March 31, 2014, decivatives were used to hedge the variable casvsfhssociated with a forecasted
issuance of debt. The ineffective portion of tharae in fair value of the derivatives is recognid@dctly in earnings. During the three
months ended March 31, 2014, the Bancorp did roairceany hedge ineffectiveness.
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Amounts reported in accumulated other comprehernso@ne related to derivatives will be reclassifiednterest expense as interest
payments are made on the Bancorp’s variable-rdie @iae Bancorp does not expect to reclassify angumts from accumulated other
comprehensive income to interest expense duringegkel12 months as the Bancorp’s derivatives dextfe after April 2016.

The Bancorp is hedging its exposure to the vaitgbii future cash flows for forecasted transactiowver a maximum period of 24 months
(excluding forecasted transactions related to thement of variable interest on existing financratruments).

At March 31, 2014, the Bancorp had one outstanititegest rate derivative with a notional amoun$50.0 million that was designated as a
cash flow hedge of interest rate risk.

Derivatives Not Designated as Hedging Instruments

The Bank executes interest rate swaps with comaddyanking customers to facilitate their respectigsk management strategies (typically
the loan customers will swap a floating rate loaa fixed rate loan). The customer interest ratepsaare simultaneously offset by interest
swaps that the Bank executes with a third pargrder to minimize risk exposure resulting from streimsactions. Since the interest rate
swaps associated with this program do not meegt¢kdge accounting requirements, changes in thedhie of both the customer swaps and
the offsetting third-party market swaps are recoggidirectly in earnings. At March 31, 2014, then&arp had 32 interest rate swaps with an
aggregate notional amount of $201.0 million relatethis program. At December 31, 2013, the Bantag 28 interest rate swaps with an
aggregate notional amount of $150.3 million relatethis program.

The Bank enters into residential mortgage loan cameants in connection with its mortgage banking\wtixs to fund mortgage loans at
specified rates and times in the future. These cibmemts are short-term in nature and generallyrexpi 30 to 60 days. The residential
mortgage loan commitments that relate to the oaitiim of mortgage loans that will be held for sale considered derivative instruments
under applicable accounting guidance and are regait fair value, with changes in fair value reeardirectly to earnings. At March 31,
2014, the Bank had an outstanding notional balaficesidential mortgage loan commitments of $5.Bioni. At December 31, 2013, the
Bank had an outstanding notional balance of resiglemortgage loan commitments of $7.1 million.

During first quarter 2014, the Bank purchased ¢réeliivatives to hedge the performance risk assettiaith one of its counterparties. These
derivatives are not designated as hedging instrtsyand are reported at fair value, with changdaiinvalue reported directly in earnings. At
March 31, 2014, the Bank had an outstanding notioaiance of credit derivatives of $13.4 million.

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 a:
of March 31, 2014 and December 31, 2013.

March 31, 2014
Derivative Assets Derivative Liabilities
Balance Shee

Balance Shee
Location Fair Value Location Fair Value
(in thousands

Derivatives designated as cash flow hed

Interest rate sway Other asse $ 664 Other liabilities $ 0
Total $ 664 $ 0

Derivatives not designated as hedging instrum
Interest rate sway Other asse $ 4,27¢ Other liabilities $ 4,34¢
Credit contract: Other asse 11¢ Other liabilitie: 0
Residential mortgage loan commitme Other asse 10z Other liabilities 0
Total $ 4,49¢ $ 4,34¢
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December 31, 201
Derivative Liabilities

Derivative Assets
Balance Shee

Balance Shee

Location Fair Value Location Fair Value
(in thousands
Derivatives not designated as hedging instrum
Interest rate swag Other asse $ 3,52¢ Other liabilities $ 3,53i
Residential mortgage loan commitme Other asse 24C Other liabilities 0
Total $ 3,76% $ 3,53i

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, 2014 and 2013.

Three Months Ended March 31, 201+«
Amount of income (loss

Income Statement Locatior recognized in earnings

(in thousands

Derivatives not designated as hedging
instruments

Interest rate swag Other norinterest incom $ (59
Credit contract: Other norinterest incom (149
Residential mortgage loan
commitments Mortgage banking incon (139)
Total $ (34%)

Three Months Ended March 31, 201:
Amount of income (loss

Income Statement Locatior recognized in earnings

(in thousands

Derivatives not designated as hedging
instruments

Interest rate swag Other norinterest incom $ 43

Three Months Ended March 31, 201+
Location of Gain

Amount of Gain

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

Reclassified from
Accumulated OCI into
Income (Effective Portion’

Reclassified from
Accumulated OCI into
Income (Effective Portion’

(in thousands
Derivative in cash flow hedging
relationships
Interest rate sway $

43Z Interest expens $ 0

(1) Net of taxes

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 agreementsahégdin 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, 2014, the fair valuederivatives in a net liability position (whichdludes accrued interest but excludes any
adjustment for nonperformance-risk) related toghegreements was $4.1 million. In addition, thed®ap has minimum collateral posting
thresholds with certain of these counterpartied,arMarch 31, 2014 had posted $4.8 million asatetbl. The Bancorp records cash posts
collateral as a reduction in the outstanding baafacash and cash equivalents and an increabe ipelance of other asse
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Disclosures about Offsetting Assets and Liabilities

The following tables present derivative instrumeht are subject to enforceable master nettirmngements. The Bancorp’s interest rate
swaps with institutional counterparties are subjechaster netting arrangements and are includ#tkitable below. Interest rate swaps with
commercial banking customers and residential mgedaan commitments are not subject to mastemgestirangements and are excluded
from the table below. The Bancorp has not maddiaypelection to offset its derivative positions.

Offsetting of Financial Assets and Derivative Asset
At March 31, 2014

Gross Amounts Net Amounts of Gross Amounts not Offset in the
Offset in the Assets Presente Consolidated Balance Shee
Gross Amount of Consolidated  in the Consolidated  Financial Cash Collateral
Recognized Asset Balance Shee Balance Shee Instruments Received Net Amount
(in thousands
Description
Interest rate swap derivatives with
institutional counterpartie $ 22¢ $ 0 $ 22¢ $ 22¢  $ 0 $ 0
Offsetting of Financial Liabilities and Derivative Liabilities
At March 31, 2014
Gross Amounts Net Amounts of Gross Amounts not Offset in the
Offsetinthe  Liabilities Presentec Consolidated Balance Shee
Gross Amount of Consolidated  in the Consolidated  Financial Cash Collateral
Recognized Liabilities  Balance Shee Balance Shee Instruments Pledged Net Amount
(in thousands
Description
Interest rate swap derivatives with
institutional counterpartie $ 4,14, $ 0 $ 4,144 $ 22¢  $ 477: $ 0
Offsetting of Financial Assets and Derivative Assel
At December 31, 2013
Gross Amounts Net Amounts of Gross Amounts not Offset in the
Offset in the Assets Presente Consolidated Balance Shee
Gross Amount of Consolidated  in the Consolidated Financial Cash Collateral
Recognized Asset Balance Shee Balance Shee Instruments Received Net Amount
(in thousands
Description
Interest rate swap derivatives with
institutional counterpartie $ 392 3 0 $ 392 3 392 % 0 $ 0
Offsetting of Financial Liabilities and Derivative Liabilities
At December 31, 2013
Gross Amounts Net Amounts of Gross Amounts not Offset in the
Offsetinthe  Liabilities Presentec Consolidated Balance Shee
Gross Amount of Consolidated  in the Consolidated Financial Cash Collateral
Recognized Liabilities  Balance Shee Balance Shee Instruments Pledged Net Amount
(in thousands
Description
Interest rate swap derivatives with
institutional counterpartie $ 3,191 $ 0 $ 3,191 $ 392 % 2,79¢ $ 0
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ITEM 2. Management'’s Discussion and Analysis of Fiancial Condition and Results of Operations.
Cautionary Note Regarding Forward-Looking Statemen$

This report and all attachments hereto as welklasravritten or oral communications made from tiiméime 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 Butergs or future predictions, including eventpiadictions relating to future financial
performance, and are generally identifiable byube of forward-looking terminology such as “beligyeexpects,” “may,” “will,” “should,”
“plan,” “intend,” “anticipates,” “strategies” or ¢hnegative thereof or comparable terminology, odisgussion of strategy that involve risks
and uncertainties. These forward-looking statemargonly predictions and estimates regarding éuwents 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 forwaoltihg statements. This information is based oiouarassumptions that may not prove
to be correct. These forward-looking statementssabgect to significant uncertainties and contirges, many of which are beyond the
control of the Bancorp and the Bank. Although tkpeetations reflected in the forward-looking stageis 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 ofitite of this report or, in the case of
documents referred to, the dates of those documidaither the Bancorp nor the Bank undertakes dufigation to release publicly or
otherwise provide any revisions to these forwaikiog 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 BanksTifiormation 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, 2014. 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” included in Customers Bancorp’s filing leorm 10-K for the fiscal year ended December2813.

Critical Accounting Policies

We have adopted various accounting policies thaegothe application of accounting principles gatigraccepted in the United States of
America and that are consistent with general prastithin the banking industry in the preparatibour financial statements. Our
significant accounting policies are described ifOTNE 3 — SIGNIFICANT ACCOUNTING POLICIES AND BASIS BPRESENTATION”
to our audited financial statements included in2Qt3 Form 10-K and updated in this quarterly reparForm 10-Q for the three months
ended March 31, 2014.

Certain accounting policies involve significant gmdents and assumptions by Customers Bancorp thatdhmaterial impact on the carrying
value of certain assets and liabilities. We considese accounting policies to be critical accounolicies. The judgment and assumptions
used are based on historical experience and atbtar§, which are believed to be reasonable uthaecitcumstances. Because of the natu
the judgments and assumptions management makea| eedults could differ from these judgments astihgates, which could have a
material impact on the carrying values of our asaet liabilities and our results of operationsefEhhave been no material changes in our
critical accounting policies, judgments and estasaincluding assumptions or estimation techniquidiged, as compared to those disclosed
in our 2013 Form 10-K.

First Quarter Events of Note

Following a successful 2013, Customers Bancorpicoed its strong performance in first quarter 20814st notably, total assets were $5.0
billion as of March 31, 2014, an increase of 21&&frDecember 31, 2013 and a record high. During duarter 2014, the Bancorp achieved
significant organic loan growth in its multi-familgans (up $495 million) and commercial real eséatd commercial and industrial loans (up
$135 million). Additionally, the Company acquired7B million of residential adjustable-rate jumbortgage loans from Michigan-based
Flagstar Bank. Asset quality remained high andtaapatios exceeded levels established for “welitedized” banks. First quarter financial
results for 2014 included strong earnings of $8illian, or $0.32 per diluted share.
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Results of Operations
First Quarter 2014 Compared to First Quarter 2013

Net income available to common shareholders inexkt&9.9 million (13.2%) to $8.1 million for the && months ended March 31, 20
compared to $7.2 million for the three months enldiedich 31, 2013. The increased net income reséited increased net interest income of
$7.0 million, increased non-interest income of $®ilfion, and reduced income tax expense of $0Mianj partially offset by increased non-
interest expense of $4.7 million and increasedipion for loan losses of $4.5 million.

Net interest income increased $7.0 million (31.08t)the three months ended Month 31, 2014 to $&89lion, compared to $22.5 million fc
the three months ended March 31, 2013. This ineresmulted principally from an increase in averiag® balances (loans held for sale and
loans receivable) of $894.4 million to $3.4 billjmffset in part by a 37 basis point decrease erage yields on loans to 3.92% net of a 3
basis point decrease in the cost of funding. THecged yields are primarily driven by a decreasmamket interest rates on loans, payoffs on
maturing higher yielding loans and growth of mddimily loans, which have high credit quality buélg below the current loan portfolio
average vyield.

The provision for loan losses increased by $4.%ionito $4.4 million for the three months ended baB1, 2014, compared to $(0.1) million
for the same period in 2013. The increase in tbeigion for loan losses during first quarter 204 giimarily related to first quarter loan
growth and reduced estimated benefits from the HD$S sharing receivable.

Nor-interest income increased $2.7 million during ttmee months ended March 31, 2014 to $7.6 millkmmpared to $4.9 million for the
three months ended March 31, 2013. The increa®@ld is attributable to gains realized from safiswestment securities ($2.8 million),
management advisory fees earned in conjunctionavitequity investment in a foreign entity ($0.5lioil), mortgage banking income ($0.4
million), increased fees earned by executing irster&te swaps with commercial banking customerssug million), increased income from
bank owned life insurance (up $0.4 million), offsepart by decreased mortgage warehouse transatfees (down $1.9 million).

Nor-interest expense increased $4.7 million duringtinee months ended March 31, 2014 to $21.2 mijlbempared to $16.5 million during
the three months ended March 31, 2013. Expensesaised in 2014 compared to 2013 principally foarses and employee benefits as
staffing levels grew to support the growing busin@gp $2.0 million), professional services for lagorkout, litigation, and development of
materials to respond to increased regulatory imegiiriggered by increasing levels of growth anthptexity (up $1.6 million), assessment for
FDIC insurance and other regulatory fees as th& hesw and other costs were incurred (up $0.8 ami)li technology, communication and
bank operation to further support and build infrastiure (up $0.7 million) and occupancy as the ess expansion into new markets and
increased activity in existing markets requireditiidal facilities (up $0.7 million). These incremswere offset in part by a provision for loss
contingency recorded during first quarter 2013 assalt of a fraud perpetrated on a loan to funelsidential mortgage warehouse line of
credit (down $2.0 million).

Income tax expense decreased $0.4 million in treetimonths ended March 31, 2014 to $3.4 million garad to $3.9 million in the same
period of 2013. The decrease in the income taxreseeés primarily due to an out of period adjustnaf0.6 million recorded in first quarter
2014 that related to the period ended Decembe2(RI3.
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Net Interest Incom

Net interest income (the difference between ther@st earned on loans, investments and in-earning deposits with banks, and interest
on deposits, borrowed funds and subordinated debte primary source of Customers Bancorp’s egsiiithe following table summarizes

the Bancorp’s net interest income and related sipaed margin for the periods indicated.

Assets
Interes-earning deposit
Investment securities, taxable (
Loans held for sal
Loans, taxable (B
Loans, no-taxable (B)
Less: Allowance for loan loss:
Total interest-earning asset:
Nonr-interes-earning asse!
Total assets
Liabilities
Interest checkini
Money market deposit accout
Other saving:
Certificates of depos
Total interest bearing depos
Borrowings
Total interest-bearing liabilities
Nonr-interes-bearing deposit
Total deposits & borrowing
Other norinteres-bearing liabilities
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,

2014 2013
Average Average
Interest Interest
Income or  Yield or Income or  Yield or
Average Average
Balance Expense Cost Balance Expense Cost
(dollars in thousand:
$ 187,08 $ 11€ 0.22% $ 17463 $ 10¢ 0.25%
516,90: 3,04( 2.3%% 143,02¢ 82¢ 2.32%
566,53! 5,08: 3.6%% 1,123,42 10,88¢ 3.9%%
2,818,02: 28,18¢ 4.05% 1,379,222 16,02: 4.71%
24,027 167 2.8% 11,49: 72 2.5%
(24,529 (26,299
4,088,041 36,59¢ 3.62%  2,805,50 27,92( 4.0%
282,19: 156,96
$4,370,24 $2,962,47.
$ 57,06 11t 0.81% $ 35,89: 39 0.43%
1,397,29! 2,15¢ 0.65% 999,52! 1,704 0.65%
38,31: 40 0.4% 21,63¢ 26 0.4%
1,252,87. 3,10¢ 1.01% 1,192,33 3,361 1.15%
2,745,54! 5,41°¢ 0.8(%  2,249,38 5,13¢€ 0.9%%
551,33¢ 1,66 1.22% 171,33: 25¢ 0.61%
3,296,88! 7,08z 0.8%  2,420,71 5,39¢ 0.9(%
666,77! 254,85¢
3,963,66: 0.7%  2,675,57 0.82%
11,61¢ 12,55(
3,975,28: 2,688,12
394,95¢ 274,34
$4,370,24 $2,962,47.
29,51 22,52t
90 39
$29,60: $22,56¢
2.9(% 3.21%
2.92% 3.25%
2.97% 3.2€%

(A) For presentation in this table, average balaresel the corresponding average rates for investseenrities are based upon historical
cost, adjusted for amortization of premiums andetam of discounts

(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% statutory tax ratpfroximate interest income as a taxable a
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The following table presents the dollar amountledrges in interest income and interest expengidéamajor categories of interest-earning
assets and interest-bearing liabilities. Informai®provided for each category of interest-earm@iggets and interest-bearing liabilities with
respect to (i) changes attributable to volume,(tlanges in average balances multiplied by therqperiod average rate) and (ii) changes
attributable to rate (i.e., changes in averagematitiplied by prior-period average balances). porposes of this table, changes attributable to
both rate and volume which cannot be segregateel haen allocated proportionately to the change@welume and the change due to rate.

Three Months Ended March 31,
2014 vs. 201.
Increase (decrease) du
to change in
Rate Volume Total
(in thousands

Interest income:

Interest earning depos (1) $ 9 $ 8
Investment securitie 48 2,16: 2,211
Loans held for sal (3,267%) (2,539 (5,807
Loans, taxabls (9,08%) 21,24¢ 12,16:
Loans, no-taxable 34 61 9k
Total interest income (12,279 20,94¢ 8,67
Interest expense

Interest checkin 13t (60) 75
Money market deposit accout (662) 1,12 46(
Savings (19 25 6
Certificates of depos (1,66¢) 1,40¢ (262)
Total interest bearing depos (2,219 2,49: 27¢
Borrowings (2,83%) 4,24 1,40¢
Total interest expense (5,049 6,73¢€ 1,68
Net interest income $ (7,229 $14,20¢ $ 6,985

Net interest income was $29.5 million for the thneenths ended March 31, 2014, compared to $22l®mfor the three months end

March 31, 2013, an increase of $7.0 million or 84.0his net increase was attributable to an ineref$1.3 billion in the average balance of
interest-earning assets, offset in part by an amzeof $0.9 billion in the average balance of egebearing liabilities. The primary driver of
the increase in net interest income was higher lmduime from the following:

» $756.8 million increase in the average balance dfi-family loans due to growth of the mi-family lending business; ar

*  $439.3 million increase in the average balasfammercial loans primarily due to growth of t@mmercial and industrial loan
portfolio including owner occupied commercial reatate loans

The key measure of our net interest income ismtetést margin. Our net interest margin decreas@dX% for the three months ended
March 31, 2014 from 3.25% for the same period ih®0'he decrease was driven by a decrease in dragvyield on loans from 4.29% to
3.92%, primarily due to the maturity of higher yilg loans, and the growth of muttimily loan products with higher credit quality buelds
below the portfolio average yield. The effect dbttiecrease was marginally offset by the decreatieei cost of deposits and borrowings from
0.90% to 0.87%.

In addition to an increase in interest income fiomestment securities of $2.2 million, interestame from multi-family loans, and
commercial and industrial loans increased by $7ltlomand $3.3 million, respectively, partiallyfsét by a decrease of $5.9 million of
interest income from warehouse lending. Drivingrie in interest income was higher average lodarme for multi-family loans of $756.8
million, and commercial loan volume of $439.3 noilii The higher loan volume was a result of outstyato grow our multi-family and
commercial real estate businesses. The purchaggpodximately $321.0 million of investment secestin the third quarter of 2013 led to
their higher average volume in the first quarte@14 compared to the same quarter in 2013. Ithilee months ended March 31, 2014
interest expense for borrowings increased by $1llibm The average balance of borrowings incredsg#380.0 million which was primari
driven by the increase in average FHLB advancé&322.1 million in the first quarter of 2014 compéte the same quarter in 2013, and the
addition of the five year senior unsecured not&e(fior Notes”) in the amount of $63.3 million dwitihe third quarter of 2013. The Senior
Notes carry a stated interest rate of 6.375% wbdgttributed to the overall increase in borrowingsts of 0.60% when comparing the cos
1.22% for the quarter ended March 31, 2014 verssE)0 for the period ended March 31, 2013.
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Provision for Loan Losse

We have established an allowance for loan lossesigih a provision for loan losses charged as arresgoon the consolidated statements 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&th2014, approximately 1.52% 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 as a rgatuto the provision for loan losses for the pmmtanticipated to be recovered under the
loss sharing agreements. Conversely, if the estidhedish flows on the covered loans increase, allpmrtion of the previously recorded
provision for loan losses will be reversed, anddabeesponding receivable due from the FDIC wilMréten down as an increase to the
provision for loan losses.

The provision for loan losses increased by $4.5ianito $4.4 million for the three months ended baB1, 2014, compared to $(0.1) million
for the same period in 2013. The increase in tHelZWovision compared to the same period in 2018 pracipally a result of a provision of
$2.9 million recorded mainly to reflect first quer2014 loan growth and $1.5 million for reducetineated benefits to be derived from the
FDIC loss sharing receivable.

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

The chart below shows our results in the variousmmnents of non-interest income for the three noetided March 31, 2014 and 2013.

Three Months Ended March 31,

2014 2013
(in thousands

Gain on sale of investment securities, $ 2,832 $ 0
Mortgage warehouse transactional f 1,75¢ 3,66¢
Bank-owned life insuranc 83t 47€
Mortgage banking incom 40¢ 0
Deposit fee: 214 13C
Other 1,541 624
Total nor-interest incomt $ 7,59( $ 4,89¢

Non-interest income was $7.6 million for the three mhsrended March 31, 2014, an increase of $2.7amifliom noninterest income of $4.
million for the three months ended March 31, 200% increase was primarily the result of $2.8 wiillof gains realized from sales of
available-for-sale investment securities (exectibeshorten the duration of the asset portfolio)5$4illion of management advisory fees
earned in conjunction with an equity investmenrd iioreign entity that was made during third qua?@t3 and mortgage banking income of
$0.4 million as Customers launched its mortgageipgractivities in the latter half of 2013. Therens also increased fees earned by
executing interest rate swaps with commercial bamkustomers of $0.4 million and increased bankemllife insurance income of $0.4
million due to additional policies purchased dur@j 3. Partially offsetting these items was a desdn mortgage warehouse transactional
fees of $1.9 million as lending to mortgage comparo finance their inventories prior to sale & libans has significantly decreased since
this same period last year.

Nor-Interest Expense

The table below presents the components of nomeisttexpense for the three months ended March(@4 and 2013.

Three Months Ended March 31,

2014 2013
(in thousands
Salaries and employee bene $ 9,351 $ 7,397
Occupancy 2,63 1,91(
Professional service 2,28: 70€
FDIC assessments, taxes and regulatory 2,131 1,345
Technology, communications and bank operat 1,56( 841
Loan workoult 441 674
Advertising and promotio 414 11¢&
Other real estate ownt 351 36
Loss contingenc 0 2,00(
Other 2,002 1,45¢
Total nor-interest expens $ 21,16¢ $ 16,48(
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Nor-interest expense was $21.2 million for the thremtins ended March 31, 2014, an increase of $4libmftom non-interest expense of
$16.5 million for the three months ended MarchZ11,3.

Salaries and employee benefits, which represeratbest component of non-interest expense, ineck$2.0 million (26.4%) to $9.4 million
for the three months ended March 31, 2014 from $#lHon for the three months ended March 31, 2008 primary reason for this increase
was an increase in the number of employees fronf@B8me equivalents at March 31, 2013 to 387-fihe equivalents at March 31, 2014.
This was directly related to the need for additl@maployees to support our organic growth and egjpeminto new markets. More
specifically, the increased headcount is needsdpport the growing multi-family, commercial reatae and commercial and industrial loan
portfolios.

Professional services expense increased by 2282%4,.6 million, to $2.3 million for the three mbistended March 31, 2014 from $0.7
million for the three months ended March 31, 200t8s increase was primarily attributable to higlegral and consulting expenses in 2014
related to loan workout, litigation and other gexieegulatory matters.

Occupancy expense increased by 38.1%, or $0.7omiiltising to $2.6 million for the three months eddMarch 31, 2014 from $1.9 million
for the three months ended March 31, 2013. Theeas® was related to building the infrastructureuggport growth and expansion into new
markets.

FDIC assessments, taxes and regulatory fees imctdys58.2%, or $0.8 million to $2.1 million foretthree months ended March 31, 2014
from $1.3 million for the three months ended MaBdh 2013. The primary reasons for this increaseweated to higher Pennsylvania bank
shares tax expense that resulted from legislatiamges to the tax calculation, increased depasihjums and other regulatory and filing fe

Technology, communication and bank operations amzd by 85.5%, or $0.7 million, rising to $1.6 moill for the three months ended

March 31, 2014 from $0.8 million for the three nmtmmended March 31, 2013. The primary reason farititrease was related to building the
infrastructure to support growth through increasathnology improvements and upgrades as well asasis related to expanding
technological platforms into new markets. This esponds with our philosophy of “high touch, higbhte whereby we provide an
exceptional level of customer service supportedthte-of-the-art technology.

In March 2013, a suspected fraud was discoverdakiBank’s loans held-for-sale portfolio. Totalhsanvolved in this fraud initially
appeared to be $5.2 million. The Bank determineti ain aggregate of $1.0 million of the loans wereimvolved in the fraud, and these loans
were subsequently sold during 2013. In additioa,Blank recovered $1.5 million in cash from theggi& perpetrator in 2013. During 2013, a
loss contingency expense of $2.0 million was predidesulting in a net amount of $0.7 million clfied in other assets as of March 31,
2014.

Other expenses increased by 37.7%, or $0.5 miltm#2.0 million for the three months ended Marth 2014, compared to $1.5 million for
the three months ended March 31, 2013 reflectingeased general expenses to support a rapidly ggobuisiness.

Income Taxe
Income tax expense was $3.4 million and $3.9 mmi|li@spectively, for the three months ended Madc2B14 and 2013. The decrease in the
income tax expense was primarily due to an oukoiopl adjustment of $0.6 million recorded in figstarter 2014 that related to 2013.

The effective tax rate for the three months endeddW 31, 2014 and 2013 was approximately 30 perarahB5 percent, respectively. The
decrease in the effective tax rate for first qua2¥l4 was primarily due to the out of period atijuent noted above.

Financial Condition
General

Total assets were $5.0 billion at March 31, 201s Tepresented an $861.1 million, or 20.7% inczdesm $4.2 billion at December 31,
2013. The major change in our financial positionweed as the result of the growth in loans redd#de/aot covered by loss sharing
agreements with the FDIC, which increased by 3704%0.9 billion to $3.3 billion at March 31, 2018ym $2.4 billion at December 31,
2013.
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The main driver of the increase in assets was pifiyrfeom the expansion of mulfiamily loans, which increased by $495.3 million (A%) tc
$1.6 billion at March 31, 2014 from $1.1 billion@écember 31, 2013. Adjustable rate 1-4 familydestial mortgage loans increased $260.3
million (83.3%) to $572.8 million at March 31, 20frém $312.5 million at December 31, 2013; this@ase was due to the purchased loan
portfolio on January 15, 2014. Additionally, commiaf real estate and commercial and industrial$daoreased by $134.6 million (12.6%
$1.2 billion at March 31, 2014 from $1.1 billion@écember 31, 2013.

Total liabilities were $4.6 billion at March 31, 2. This represented a $0.8 billion, or 22.5%,éase from $3.8 billion at December 31,
2013. The increase in total liabilities was dua tuigher level of deposits at March 31, 2014 comgao December 31, 2013. Total deposits
grew by $0.6 billion (21.8%) to $3.6 billion at Mdw 31, 2014 from $3.0 billion at December 31, 2@M&posits are obtained primarily from
within the Bank’s geographic service area and thhowrholesale and broker networks. These networkgigee low-cost funding alternatives
to retail deposits and diversity to the Ba;mkburces of funds. The increase in bank deposissprimarily due to the seasonal inflow of stur
deposits and the growth in brokered money markgbsieaccounts.

The following table sets forth certain key condehkalance sheet data:

December 31

March 31,
2014 2013
(in thousands
Cash and cash equivale $ 290,46° $ 233,06¢
Investment securities, available for s 458,30: 497,57:
Loans held for sal 697,53. 747,59:
Loans receivable not covered under FDIC Loss Spagreement: 3,294,90i 2,398,35!
Loans receivable covered under FDIC Loss Sharingément: 61,63¢ 66,72t
Total loans receivable, net of the allowance fanltosse: 3,329,84. 2,441,08
Total asset 5,014,23. 4,153,17.
Total deposit: 3,606,33 2,959,92:
Federal funds purchas 0 13,00(
FHLB advance: 905,00( 706,50(
Other borrowing 65,25( 65,25(
Total liabilities 4,613,29 3,766,55I
Total shareholde’ equity 400,93t 386,621
Total liabilities and sharehold¢ equity 5,014,23. 4,153,17.

Cash and Cash Equivalents

Cash and due from banks consists mainly of vash @md cash items in the process of collections@talances totaled $73.5 million at
March 31, 2014. This represents a $14.2 milliomease from $59.3 million at December 31, 2013. &lxdances vary from day to day,
primarily due to variations in customers’ depositth the Bank.

Investment Securitie

Our investment securities portfolio is an importaotirce of interest income and liquidity. It cotsisf mortgage-backed securities
(principally guaranteed by an agency of the UnBéates government), domestic corporate debt ankatzdnle equity securities. In additior
generating revenue, the investment portfolio ism@aned to manage interest-rate risk, provide tldyj provide collateral for other
borrowings, and diversify the credit risk of eagissets. The portfolio is structured to maximieeinterest income, given changes in the
economic environment, liquidity position, and balarsheet mix.

At March 31, 2014, our investment securities wetg83 million compared to $497.6 million in DecemBé&, 2013. The decrease is prime
the result of our sale of securities to stratefyaalduce interest rate risk in the investmentfodid, shortening the duration of the investment
securities term.

Unrealized gains and losses on available-for-satearities are included in other comprehensive ircamd reported as a separate component
of shareholders’ equity, net of the related tar&tff

Loans

Existing lending relationships are primarily wittnall businesses and individual consumers primamiBucks, Berks, Chester, Montgomery,
Delaware, and Philadelphia Counties, Pennsylvaaanden and Mercer Counties, New Jersey; and Wesgsheounty and New York City,
New York; and the New England area. The loan phbetis primarily comprised of loans to support ngaige banking compan’ funding
needs, multi-family/commercial real estate, coredtom, and commercial and industrial loans.
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Mortgage warehouse loans and certain residentialslexpected to be sold are classified as loadsftvetale. Loans held for sale totaled $
billion at March 31, 2014 and December 31, 2013rheld for sale are not included in the loanivatde amounts. The mortgage
warehouse product line provides financing to mayggeompanies nationwide from the time of the homrelmse or refinancing of a mortgi
loan through the sale of the loan by the mortgaggnator into the secondary market, either throagkepurchase facility or the purchase of
the underlying mortgages. As a mortgage wareharstel, we provide a form of financing to mortgagekers by purchasing for resale the
underlying residential mortgages on a short-tersisbander a master repurchase agreement. We geetstabthe risks associated with such
lending, including, but not limited to, the risksfaud, bankruptcy and default of the mortgagekeamor of the underlying residential
borrower, any of which could result in credit loss€he mortgage warehouse lending employees mdhigse mortgage originators by
obtaining financial and other relevant informattorreduce these risks during the lending period.

Loans receivable, net, increased by $0.9 billio83@ billion at March 31, 2014 from $2.4 billionecember 31, 2013. The multi-
family/commercial real estate loan balance is iasigg due to the focus on this element of Customoegsnic growth strategy. Offsetting
these increases in part was the loan runoff fochased-credit-impaired and covered loans. The ceitipo of loan receivable as of
March 31, 2014 and December 31, 2013 was as follows

December 31

March 31,
2014 2013
(in thousands
Constructior $ 12,77 $ 14,62
Commercial real esta 23,17¢ 24,25¢
Commercial and industri; 6,131 5,81¢
Residential real esta 16,32¢ 18,73:
Manufactured housin 3,23¢ 3,29:
Total loans receivable covered under FDIC lossisbar
agreements (1 61,63¢ 66,72¢
Constructior 36,13: 36,90:
Commercial real esta 2,470,58! 1,835,18:
Commercial and industri 240,09¢ 239,50
Mortgage warehous 65% 86¢€
Manufactured housin 136,95: 139,47:
Residential real esta 408,41 145,18t
Consume 1,82 2,14¢
Total loans receivable not covered under FDIC &heging
agreement 3,294,66! 2,399,26!
Total loans receivabl 3,356,30! 2,465,99
Deferred (fees) costs, n 242 (912)
Allowance for loan losse (26,70¢) (23,999
Loans receivable, ni $3,329,84. $2,441,08!

(1) Loans that were acquired in two FDIC assistadgactions and are covered under loss sharinggamaents with the FDIC are referred
to as“covered loar” throughout this Manageme¢'s Discussion and Analysi

Credit Risk

Customers Bancorp manages credit risk by maintgidiversification in its loan portfolio, by estahing and enforcing prudent underwriting
standards, by collection efforts and by continuang periodic loan classification reviews. Managenadso considers the effect of credit risk
on financial performance by maintaining an adeqa#itevance for loan losses. Credit losses are @tbwhen they are identified, and
provisions are added, to the allowance for loasdesvhen and as appropriate, but at least quarfdréyallowance for loan losses is evalui
at least quarterly.

The provision for loan losses was $4.4 million &@@.1) million for the three months ended March 3114 and 2013, respectively. The
allowance for loan losses maintained for loansivedde (excludes loans held for sale as estimafagditlosses are embedded in the fair
values at which the loans are reported) was $2@libm or 0.8% of total noreovered loans, at March 31, 2014, and $26.4 mijliarl.7% o
total non-covered loans, at March 31, 2013. Thesage ratio declined largely due to the decreaseimperforming loans as a result of net-
charge-offs ($6.6 million for the twelve months eddarch 31, 2014), transfers to other real estateed, sustained performance
improvements that led to lower reserve factorctonmercial, multi-family and residential mortgagaris, and the growth of the muimily
loan portfolio which draws only a 40 basis poirgeeve level due to its historical
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payment experience. Net charge-offs were $0.2anilfor the three months ended March 31, 2014, eedse of $0.3 million compared to the
same period in 2013. The Bank had approximately@6illlion in loans that were covered under losarelarrangements with the FDIC as of
March 31, 2014 compared to $66.7 million as of Delwer 31, 2013. The Bank considers the covered limaestimating the allowance for
loan losses and considers recovery of estimatetitdosses from the FDIC in the FDIC indemnificatiasset.
The chart below depicts changes in Customers Baiscalowance for loan losses for the periods iathd.

Analysis of the Allowance for Loan Losses

Three Months Ended

March 31,
2014 2013
(dollars in thousand:

Balance at the beginning of the periot $23,99¢ $25,83"
Loan charge-offs

Constructior 0 0

Commercial real esta 24¢ 41C

Commercial and industri 0 2C

Residential real esta 28¢ 13z

Consumer and otht 0 0
Total Charg-offs 53€ 563
Loan recoveries

Constructior 0 0

Commercial real esta 25 52

Commercial and industri 90 11

Residential real esta 224 3

Consumer and othi 2 5
Total Recoverie: 341 65
Total net charge-offs 19t 49¢
Provision for loan losses 2,901 1,10(
Balance at the end of the perioc $26,70¢ $26,43¢

The allowance for loan losses is based on a permdiluation of the loan portfolio and is maintairat a level that management considers
adequate to absorb potential losses. All commelaals are assigned credit risk ratings, based apassessment of the borrower, the
structure of the transaction and the availableatetal and/or guarantees. All loans are monitoegdlarly by the responsible officer, and the
risk ratings are adjusted when considered appri@pride risk assessment allows management to fdgmtblem loans timely. Management
considers a variety of factors, and recognizesrtherent risk of loss that always exists in thallag process. Management uses a disciplined
methodology to estimate the appropriate level loinance for loan losses. See “Asset Quality’further discussion of the allowance for Ic
losses.

Customers’ methodology includes an evaluation s$ jpotential from individual problem credits, adlas a general reserve for the portfolio
considering anticipated specific and general econdaetors that may positively or adversely affesliectability. This assessment includes a
review of changes in the compaosition and volumthefloan portfolio, overall portfolio quality an@gt loss experience, review of specific
problem loans, current economic conditions that afégct borrowers’ ability to repay, and other fastthat may warrant consideration in
estimating the reserve. In addition, the Bancoiqternal auditors, loan review, and various regarkafagencies periodically review the
adequacy of the allowance as an integral parteif thork responsibilities or examination processstomers Bancorp may be asked to
recognize additions or reductions to the allowdncéoan losses based on their judgments of infeionaavailable at the time of their
examination.

Nearly 90% of the Bar's commercial real estate, commercial and residezdizstruction, consumer residential and commeagnia industria
loan types have real estate as collateral (collelgtj “the real estate portfolio”). The Bank’s liposition on the real estate collateral will vary
on a loan-bylean basis and will change as a result of changései value of the collateral. Current appraisatsioling current value estimat
of the property are received when the Bandredit group determines that the facts and cistantes have significantly changed since the
of the last appraisal, including that real estatie®s have deteriorated. The
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credit committee and loan officers review loang tre fifteen or more days delinquent and all nocraal loans on a periodic basis. In
addition, loans where the loan officers have idiettia “borrower of interest” are discussed to deiae if additional analysis is necessary to
apply the risk rating criteria properly. The rigkings for the real estate loan portfolio are dateed based upon the current information
available, including but not limited to discussiamish the borrower, updated financial informati@eponomic conditions within the geograp
area and other factors that may affect the cashdlathe loan. On a quarterly basis, if necesstiéugy collateral values or discounted cash flow
models are used to determine the estimated faiewvafl the underlying collateral for the quantificatof a specific reserve for impaired

loans. Appraisals used within this evaluation psscgo not typically age more than two years bedanew appraisal is obtained. For loans
where real estate is not the primary source oataral, updated financial information is obtainied|uding accounts receivable and inventory
aging reports and relevant supplemental financéd tb determine the fair value of the underlyintjateral.

These evaluations, however, are inherently subjeets they require material estimates, includingprag other estimates, the amounts and
timing of expected future cash flows on impaireahs, estimated losses in the loan portfolio, amegd amounts for historical loss
experience, economic conditions, uncertaintiestimeting losses and inherent risks in the varreslit portfolios, all of which may be
susceptible to significant change. Pursuant to AS@Contingenciesnd ASC 310-40roubled Debt Restructurings by Creditoirspaired
loans, consisting of non-accrual and restructuoadd, are considered in the methodology for detengithe allowance for credit

losses. Impaired loans are generally evaluateddb@séhe expected future cash flows or the faineaf the underlying collateral (less
estimated costs to sell) if principal repaymerexpected to come from the sale or operation of sotlhteral.

Asset Quality

Customers divides its loan portfolio into two caiegs to analyze and understand loan activity arfbpmance: loans that were originated
and loans that were acquired. Customers furthédekworiginated loans into two categories: thosgirmated prior to the current underwriting
standards in 2009 and those originated subjettaset standards post 2009, and purchased loansvintategories: those purchased credit
impaired, and those not acquired credit impairedndement believes that this additional informagimvides for a better understanding of
the risk in the portfolio and the various typeseasderves that are available to absorb loan lossgsrtay arise in future periods. Credit losses
from originated loans are absorbed by the allowdoc®an loss reserves. Credit losses from acduaans are absorbed by the allowance for
loan losses and cash reserves, as described betdimschedule includes both loans held for saleleawds held for investment.
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Asset Quality at March 31, 201¢

NPA
Greater NPL to
than 90 Non- to Loans +
PCI Days accrual/ Loan
Total Loans 3C-90 and OREO NPA Type OREO
Loan Type Loans (1) Current Days Accruing  NPL (a) (b) (a)+(b) (%) (%)

(dollars in thousand:
New Century Orig. Loans

Legacy $ 6724 $ 0 $ 56,72¢ $156¢ $ 0 $894¢ $5197 $14,14¢ 13.3( 19.5Z
TDRs 1,73¢ 0 1,08( 0 0 65€ 0 656  37.8¢ 37.8¢
Total Originated Loans 68,98: 0 57,80¢ 1,56¢ 0 9,60¢ 5,19i 14,80  13.9: 19.9¢
Originated Loans
Warehous~Repo 5,38¢ 0] 5,38¢ 0 0 0 0] 0 0.0C 0.0C
Manufacturec 4,302 (0] 4,281 22 0 0 (0] 0 0.0C 0.0C
Commercial 958,70t 0 956,60¢ 1,607 0 49z 0 49z 0.0t 0.0t
Multi-family 1,553,42 0 1,553,421 0 0 0 0 0 0.0¢ 0.0C
Consumer/Mortgag 112,68 Q 112,68° 0 0 0 Q 0 0.0C 0.0C
CRA 15,87: 0 15,87: 0 0 0 0 0 0.0¢ 0.0C
TDRs 32C 0 32C 0 0 0 0 0 0.0¢ 0.0C
Total Originated Loans 2,650,70. 0 2,648,58 1,62¢ 0 49z 0 49z 0.0z 0.0z
Acquired Loans
Berkshire 11,05¢ 0 9,091 0 0 1,968 81< 2,77¢  17.7¢ 23.3¢
FDIC —-Coverec 39,38t 0 32,82¢ 1,108 0 5,457 9,32¢ 14,78¢  13.8¢ 30.3¢
FDIC — Non-coverec 15 0 15 0 0 0 0 0 0.0¢ 0.0C
Manufactured Housing 201 73,42¢ 0 68,97 4,457 0 0 0 0 0.0cC 0.0C
Manufactured Housing 201 0 0 0 0 0 0 331 331 0.0C 100.(
Manufactured Housing 201 52,18« 0 45,69« 2,552 3,93¢ 0 0 0 0.0cC 0.0C
Flagstar (Commercia 128,88: 0 128,88: 0 0 0 0 0 0.0C 0.0C
Flagstar (Residentia 254,44 0 254,44 0 0 0 0 0 0.0¢ 0.0C
TDRs 3,07 0 2,461 61 0 5572 0 55z  17.9¢ 17.9¢
Total Acquired Loans 562,47: 0 542,38t 8,17¢ 3,93¢ 7,972 10,47¢ 18,44¢ 1.4:2 3.22
Acquired PCI Loans
Berkshire 47,79° 47,79 43,32 23¢ 4,23¢ 0 0 0
FDIC —Coverec 21,70¢ 21,70¢ 4,42¢ 0 17,28 0 0 0
Manufactured Housing 201 5,17¢ 5,17t 2,38¢ 57t 2,211 0 0 0
Total Acquired PCI Loans 74,68: 74,68: 50,13} 814 23,73( 0 0 0
Unamortized fees and expen: (290) 0 (290) 0 0 0 0 0
Total LoansHeld for I nvestment 3,356,54' 74,68: 3,298,62! 12,18t 27,66¢ 18,06¢ 15,67( 33,73¢
Total LoansHeld for Sale 697,53: 0 697,53. 0 0 0 0 0
Total Portfolio $4,054,070 $74,68. $3,996,15  $12,18¢ $ 27,66¢ $18,06¢ $1567( $33,73¢ 0.4% 0.8¢

(1) Purchased-credit-impaired (“PCI") loans aggtedanto a pool are accounted for as a single agfiea single composite interest rate
and an aggregate expectation of cash flows, andabiedue status of the pools, or that of the idd&l loans within the pools, is not
meaningful. Because of the credit impaired natdith@loans, the loans are recorded at a discadiletcting estimated future cash flows
and the Bank recognizes interest income on eachgbdmans reflecting the estimated yield and pgssaf time. Such loans are
considered to be performing. Purchased-credit-inepdbans that are not in pools accrete interestwvthe timing and amount of their
expected cash flows are reasonably estimable, r@netported as performing loai
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Asset Quality at March 31, 2014 (continued

Loan Type

New Century Orig. Loans
Legacy
TDRs
Total New Century Orig. Loans
Originated Loans
Warehous« Repo
Manufacturec
Commercia
Multi -family
Consumer/Mortgag
CRA
TDRs
Total Originated Loans
Acquired Loans
Berkshire
FDIC - Covered
FDIC — Non-covered
Manufactured Housing 201
Manufactured Housing 201
Manufactured Housing 201
Flagstar (Commercia
Flagstar (Residentia
TDRs
Total Acquired Loans
Acquired PCI Loans
Berkshire
FDIC — Covered
Manufactured Housing 201
Total Acquired PCI Loans
Unamortized fees and expen:
Total Loans Held for | nvestment
Total LoansHeld for Sale
Total Portfolio

Originated Loans

Reserve
Total to Reserves
Cash Credit Loans to NPLs
Total Loans NPL ALL Reserve Reserves (%) (%)
(dollars in thousand:
$ 67,24 $894¢ $209 $ 0 $ 2,09 3.1Z 23.4:
1,73¢ 65¢ 56 0 56 3.2 8.44
68,98 9,60/ 2,151 0 2,151 3.1z 22.3¢
5,38¢ 0 40 0 40 0.7¢4 0.0C
4,30: 0 86 0 86 2.0C 0.0C
958,70¢ 49:¢ 7,111 0 7,111 0.74 1442.3¢
1,553,42 0 6,21¢ 0 6,21¢ 0.4C 0.0C
112,68° 0 39¢ 0 39¢ 0.3t 0.0C
15,87: 0 11¢ 0 11¢ 0.7t 0.0C
32C 0 0 0 0 0.0C 0.0C
2,650,70: 49¢ 13,97: 0 13,97: 0.5z 2834.4¢
11,05¢ 1,96: 512 0 512 4.65 26.0¢
39,38¢ 5,457 857 0 857 2.1¢ 15.7(C
15 0 0 0 0 0.0C 0.0C
73,42¢ 0 0 3,177 3,177 4.3: 0.0C
0 0 0 0 0 0.0C 0.0C
52,18¢ 0 0 0 0 0.0C 0.0C
128,88 0 0 0 0 0.0C 0.0C
254,44° 0 0 0 0 0.0C 0.0C
3,07¢ 552 141 0 141 4.5¢ 25.5¢
562,47 7,972 1,51(C 3,177 4,68 0.8< 58.7¢
47,79 0 4,36¢ 0 4,36¢ 9.14 0.0C
21,70¢ 0 4,19 0 4,19 19.3: 0.0C
5,17¢ 0 507 0 507 9.8( 0.0C
74,68: 0 9,07( 0 9,07C  12.1« 0.0C
(290) 0 0 0 0
3,356,54 18,06¢ 26,704 3,177 29,88:
697,53: 0 0 0 0
$4,054,07° $18,06¢ $26,70¢ $3,177 $29,88: 0.74 165.31

Originated loans totaled $2.7 billion, or 67.1%atfl loans at March 31, 2014 compared to $2.1obillor 64.2% at December 31, 2013.
$69.0 million of these loans were originated pt@September 2009 (“Legacy Loans”) when the newagament team adopted new
underwriting standards that management believasrienits risks of loss. At March 31, 2014, thelet Legacy Loans comprised $14.8
million of non-performing assets (“NPA,” which intles norperforming loans of $9.6 million and other realgéstowned of $5.2 million), ¢
96.8% of total NPA for originated loans and 43.9Ptotal NPA. The high level of non-performing loafisIPL") in the Legacy Loan
portfolio (13.9% NPL / Loans) was supported by $2iftion of the allowance for loan losses, or ab8Lit2% of total Legacy Loans. Non-
performing originated loans totaled $0.5 millionadsviarch 31, 2014 and were supported by $14.Gonildf allowance for loan losses

(approximately 28 times the amount of NPA).

Originated commercial loans and multi-family lodaataled $2.5 billion and were supported with $1r8iBion of the allowance for loan
losses. Consumer and mortgage loans totaled $iitidn and were supported by $0.4 million of tHaance for loan losses. The
mortgage warehouse loans are classified as hekhferand reported at their fair value, so no alove for loan losses is maintained.

Acquired Loan:

At March 31, 2014, Customers Bank reported $0l&hilof acquired loans which was 15.7% of totalheaompared to $0.4 billion, or
12.6%, of total loans at December 31, 2013. Whandare acquired, they are recorded on the batdmeet at fair value. Acquired loans

include purchased portfolios, FDIC failed-bank dsiions, and unassisted acquisitions. Of the Iganshased from Tammac prior to 2012,

$73.4 million were supported by a $3.2 million casberve that was created as part of the purchessarction tc
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absorb losses and is maintained in a demand degmusitint at the Bank. All current losses and delkmq interest are absorbed by this
reserve. For the manufactured housing loans puechias2012 in the amount of $52.2 million, Tammas kn obligation to pay the Bank the
full payoff amount of the defaulted loan, includiagy principal, unpaid interest, or advances orldhas, once the borrower vacates the
property.

Many of the acquired loans were purchased at adigc The price paid considered management’s judgjato the credit and interest rate
risk inherent in the portfolio at the time of puasle. Every quarter, management reassesses tlandsidjusts the cash flow forecast to
incorporate changes in the credit outlook. A desean forecast cash flows for a purchased loanredlllt in a provision for loan losses, and
absent charge-offs, an increase in the allowanceém losses. Total NPA in the acquired portfeliere $18.4 million, or 54.7% of total

NPA. Of total NPA, 43.8% have FDIC loss share ptite (80% FDIC coverage of losses). At March 3114 the FDI(-covered loans had
$5.1 million of allowance for loan losses. 8.2%athl NPA were from loans related to the Berkshirquisition, while 1.0% of total NPA

were related to loans acquired from Tammac withshaeposit of $3.2 million to absorb certain lesmed a guarantee to absorb certain other
losses.

Acquired loans have a significantly higher percgataf non-performing assets than loans originatied September 2009. Management
acquired these loans with the expectation thatgenferming loan levels would be elevated, and tleeecincorporated that expectation into
the price paid. Management also created a Spes&dtA Group that has a major focus on workoutthéme acquired non-performing assets.

Held-for-Sale Loans

The loans held-for-sale portfolio included $693.dian of loans to mortgage banking businesses$&hd million of residential mortgage
loans. Held-for-sale loans are carried on our liEaheet at fair value due to the election of #ievialue option. As credit loss expectations
are embedded in the fair value estimate, an allow&or loan losses is not needed.

Nonperforming loans and assets not covered unddCHBss sharing agreemer
The tables below set forth non-covered non-perfognidans, non-performing assets and asset quatitysr

March 31, December 31
2014 2013
(in thousands
Loans 90+ days delinquent and still accrc $ 3,93¢ $ 3,77¢
Non-accrual loan: $12,61: $ 13,51
Other real estate ownt 6,341 5,31
Non-performing no-covered asse $18,95! $ 18,82¢
March 31, December 31
2014 2013
Non-accrual non-covered loans to total non-covereddoa
receivable (excludes loans held for si 0.38% 0.5€%
Non-performing, no-covered assets to total r-covered asse 0.58% 0.7¢%
Non-accrual loans and 90+ days delinquent to totatcarered
assets 0.5(% 0.72%
Allowance for loan losses to (1
Total nor-covered loan 0.5%% 0.62%
Non-performing, no-covered loan 139.89% 109.16%

(1) Excludes the impact of purchased-credit-imghioans and their related allowance for loan los$é9.1 million at March 31, 2014 and
$9.2 million at December 31, 201

The Bank manages its credit risk through the difieation of the loan portfolio and the applicatiohpolicies and procedures designed to
foster sound credit standards and monitoring prastiWhile various degrees of credit risk are aaseat with substantially all investing
activities, the lending function carries the 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, 2014 and
December 31, 2013.

March 31, December 31
2014 2013
(in thousands
Non-accrual covered loar $ 5,45 $ 5,65(
Covered other real estate owr 9,32¢ 6,95:
Non-performing, covered asse $14,78¢ $ 12,60:

Deposits

We offer a variety of deposit accounts, includihgcking, savings, money market deposit accountdMM”) and time deposits. Deposits
are obtained primarily from our geographic sengcea. Total deposits grew to $3.6 billion at MaBdh 2014, an increase of $646.4 million,
or 21.8%, from $3.0 billion at December 31, 2018niand, non-interest bearing deposits were $634l@mat March 31, 2014 compared to
$478.1 million at December 31, 2013, an increaskl66.5 million, or 32.7%. The increase was prifgatue to an increase of $144.4 million
of student deposits. These deposits are seas@aing in the fall, mid-winter, and lowest in thexemer. Savings, including MMDA totaled
$1.6 billion at March 31, 2014, and increase of&3Imillion or 24.5%, primarily attributed to thecrease in brokered savings accounts.
deposits were $1.3 billion at March 31, 2014, amease of $170.1 million or 15.1%. We experienaevth in retail deposits due to
exceptional sales behaviors, despite lower inteetes in 2014.

The components of deposits were as follows at #tesdndicated:

December 31

March 31,
2014 2013
(in thousands
Demanc $ 693,98t $ 536,11t
Savings, including MMD# 1,616,86. 1,298,46:
Time, $100,000 and ow: 780,09¢ 797,32.
Time, other 515,38« 328,01¢
Total depositt $3,606,33; $2,959,92;

Other Borrowings

Other borrowings are funds used to meet Custonfieegicing needs in excess of deposits and equiyofAMarch 31, 2014, other borrowings
consisted of $905.0 million borrowings from the Eedl Home Loan Bank with various maturities up 1 ylears and interest rates ranging
from 0.28% to 3.3%. Other borrowings also inclu§i8.3 million fiveyear senior unsecured notes bearing an interesbf#.375% issued
the third quarter of 2013, maturing in the thircager of 2018.

Capital Adequacy and Shareholders’ Equity

Shareholders’ equity increased by $14.3 millio§460.9 million at March 31, 2014, from $386.6 naifliat December 31, 2013. Net income
was $8.1 million for the three months ended Marth2®14. In addition, the recognition of stock-lthsempensation of $1.0 million and
unrealized gains on securities of $4.1 million @ased equity. Lastly 70,013 shares of voting comstock were issued during the first
quarter of 2014 to directors who were entitleddioaive these as compensation for their servicedareetor of Customers Bancorp or the
Bank, which resulted in a $0.7 million increaselirareholders’ equity.

We are subject to various regulatory capital rezraints that are monitored by federal banking agené€iailure to meet minimum capital
requirements can lead to supervisory actions bylatgrs; any supervisory action could have a dineaterial effect on our financial
statements. At March 31, 2014, we met all capiti@lcuacy requirements to which we were subject aare well capitalized.

52



Table of Contents

The capital ratios for the Bank and Customers BgmabMarch 31, 2014 and December 31, 2013 wefellasvs:

To Be Well Capitalized

Under
For Capital Adequacy Prompt Corrective Action
Actual Purposes Provisions
(Dollars in thousands Amount Ratio Amount Ratio Amount Ratio
As of March 31, 2014:
Total capital (to risk weighted assets
Customers Bancorp, In $424,94: 11.6% $ 292,57( 8.C% N/A N/A
Customers Ban $448,60: 12.3% $ 290,30 8.C% $ 362,88 10.(%
Tier 1 capital (to risk weighted assets)
Customers Bancorp, In $398,23° 10.8% $ 146,28! 4.C% N/A N/A
Customers Ban $421,90( 11.6% $ 145,15: 4C% $ 217,73 6.C%
Tier 1 capital (to average assets
Customers Bancorp, In $398,23° 9.1% $ 174,95 4.C% N/A N/A
Customers Ban $421,90( 9.7% $ 173,81 4C% $ 217,26t 5.C%
As of December 31, 201z
Total capital (to risk weighted assets
Customers Bancorp, In $411,52° 13.21% $ 249,19t 8.C% N/A N/A
Customers Ban $435,43. 14.1% $ 246,93¢ 8% $ 308,67( 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $387,52¢ 12.4/% $ 124,59 4.C% N/A N/A
Customers Ban $411,43: 13.3% $ 123,46 4C% $ 185,20: 6.C%
Tier 1 capital (to average assets
Customers Bancorp, In $387,52¢ 10.19% $ 153,31( 4.C% N/A N/A
Customers Ban $411,43: 10.81% $ 152,19: 4C% $ 190,23¢ 5.C%

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. msadequate liquidity is an objective of the adisdility management

process. Customers Bancorp coordinates its managerhkquidity with its interest rate sensitivignd capital position, and strives to
maintain a strong liquidity position.

The Bank’s investment portfolio provides periodash flows through regular maturities and amortimgtand can be used as collateral to
secure additional liquidity funding. Our princigaurces of funds are proceeds from stock issualegasits, debt issuance, principal and
interest payments on loans, and other funds froematipns. Borrowing arrangements are maintaineld thi¢ Federal Home Loan Bank and
the Federal Reserve Bank of Philadelphia to memt-g¢érm liquidity needs. As of March 31, 2014, &arrowing capacity with the Federal
Home Loan Bank was $2.1 billion of which $835.0limil was utilized in short-term borrowings. As ofiké¢h 31, 2014, our borrowing
capacity with the Federal Reserve Bank of Philddalpras $90.0 million.

Net cash flows provided by operating activities &#$79.3 million for the three months ended March2®114, compared to net cash flo
provided by operating activities of $88.0 millicor the three months ended March 31, 2013. Fordirarter 2014, proceeds received from
sale of loans exceeded originations of loans taiddle by $50.6 million. For first quarter 2018y¢eeds received from the sale of loans
exceeded originations of loans held for sale by. Bndllion.

Investing activities used net cash flows of $858ilion for the three months ended March 31, 2Gbpared to $338.9 million for the three
months ended March 31, 2013. Net cash used tmatigioans totaled $608.7 million for first quar2éx4, compared to $142.0 million for
first quarter 2013. Net cash used to purchase la@ss$288.3 million in first quarter 2014, compate&155.3 million for first quarter 2013.

Financing activities provided $831.9 million foetthree months ended March 31, 2014, as increasesh from deposits provided $646.4
million, and net proceeds of $185.5 million wereaiged from shorterm borrowed funds. Financing activities providkd6.0 million for the
three months ended March 31, 2013 driven by anoeéase in cash from deposits of $95.0 millionteased cash from short term borrowed
funds of $101.0 million, and net proceeds of $5Million from long-term borrowed funds. These finamractivities provided sufficient cash
flows to support the Bancorp’s investing activities
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Overall, based on our core deposit base and alataloirces of borrowed funds, management belidatshe Bancorp has adequate resol
to meet its short-term and long-term cash requirgmeithin the foreseeable future.

Other Information
Regulatory Matters and Pending Legislat

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

which became law on July 21, 2010. The act includaserous reforms to strengthen oversight of firerservices firms and consolidate
certain consumer protection responsibilities wittia Bureau of Consumer Financial Protection, comiynknown as the Consumer Financial
Protection Bureau (CFPB). Although the Dodd-Framit 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.

On September 12, 2010, the Basel Committee on Bgr&kipervision announced an agreement to a stemgdhset of capital requirements
for internationally active banking organizationgfie United States and around the world, knownaseBlIll. Basel Il narrows the definition
of what is included in regulatory capital, introégaequirements for minimum Tier 1 common capitalieases requirements for minimum
Tier 1 capital and total risk-based capital, andndes risk-weighting of certain assets. On JuB023, the Federal Reserve adopted a final
rule regarding new capital requirements pursuaB&asel 11l. These rules, which are currently scheddo become effective on January 1,
2015 for community banks, and fully phased in byuzay 1, 2019, will increase the required amourregtilatory capital to meet the
regulatory capital standards and may, if capitatle are not sufficient, lead to limitations on thieidend payments and compensation. We
continue to evaluate the impact the new capitalireqents may have on our business and will managéusiness accordingly.

Effect of Government Monetary Policies

Our earnings are and will be affected by domestimemic conditions and the monetary and fiscalgiesi 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 mageriations 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 #isct aates charged on loans or paid for deposits.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk

At March 31, 2014, there have been no material gbain the information disclosed under “Quanti@tnd Qualitative Disclosures About
Market Risk” included within Customers Bancorp’sl3d-orm 10-K.

Iltem 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, 2014.

During the quarter ended March 31, 2014, there lhaem no changes in the Bancorp’s internal cootret financial reporting that have
materially affected, or are reasonably likely tatenally affect, the Bancorp’s internal control omancial reporting.

Part Il. OTHER INFORMATION
Item 1. Legal Proceedings

There have been no material changes to the legat¢pdings disclosed within our 2013 Form 10-K.
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Iltem 1A. Risk Factors

You should carefully consider the factors discudeetRisk Factors” included within the 2013 Form-KOThe risks described therein are not
the only risks facing us. Additional risks and uriamties not currently known to us or that we euatlty deem to be immaterial also may
materially adversely affect our business, financ@idition and/or operating results. See “ltem Managemens Discussion and Analysis
Financial Condition and Results of Operations —t@aary Note Regarding Forward-Looking Statements.”

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

On November 26, 2013, the Bancorp’s Board of Deesctuthorized a stock repurchase plan in whictBtrecorp could acquire up to 5% of
its current outstanding shares at prices not teexka 20% premium over the then current book vdloe.repurchase program has no
expiration date but may be suspended, modifiedsmodtinued at any time, and the Bancorp has nigatixn to repurchase any amount of its
common stock under the program.

During first quarter 2014, the Bancorp did not neiase any of its shares. The maximum number oéstevailable to be purchased under
the plan is 750,551 shares.

Item 3. Defaults Upon Senior Securities
None.

Item 4. Mine Safety Disclosures
Not applicable

Iltem 5. Other Information

None
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Iltem 6. Exhibits

Exhibit
No.
3.1
3.2
3.3

4.1

4.2

4.3

4.4

4.5

31.1.
31.2.
32.1.

32.2.

101

101.INS
101.SCFH
101.CAL
101.LAB
101.PRE
101.DEF

Description

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

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

First Supplemental Indenture, dated as of July2B@3, by and between Customers Bancorp, Inc. sagisand Wilmington
Trust, National Association, as Trustee, incorpadiy reference to Exhibit 4.2 to the CustomerscBgm8-K filed with the
SEC on July 31, 201

6.375% Global Note in aggregate principal amour§5,000,000, incorporated by reference to ExHil8tto the Customers
Bancorp K filed with the SEC on July 31, 20:

Amendment to First Supplemental Indenture, dategust27, 2013, by and between Customers Bancarpaid Wilmingtor
Trust Company, National Association, as trusteggiiporated by reference to Exhibit 4.1 to the Cugtis Bancorp 8-K filed
with the SEC on August 29, 201

6.375% Global Note in aggregate principal amourg&®50,000, incorporated by reference to Exhildttd the Customers
Bancorp K filed with the SEC on August 29, 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 Pursiiao 18 U.S.C. Section 1350, as Adopted PursuaSettion 906 of
Sarbane-Oxley Act of 200z

Certification of the Chief Financial Officer Pursudo 18 U.S.C. Section 1350, as Adopted Pursua8ettion 906 of
Sarbane-Oxley Act of 200z

The Exhibits filed as part of this report are dtofes:

XBRL Instance Documen

XBRL Taxonomy Extension Schema Documg

XBRL Taxonomy Extension Calculation Linkbase Docuntn
XBRL Taxonomy Extension Label Linkbase Documk
XBRL Taxonomy Extension Presentation Linkbase Doent

XBRL Taxonomy Extension Definitions Linkbase Docurhe
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SIGNATURES

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

Customers Bancorp, Inc.

May 8, 2014 By: /s/Jay S. Sidhu
Name Jay S. Sidhi
Title: Chairman and Chief Executive Officer
(Principal Executive Officer

Customers Bancorp, Inc.

May 8, 2014 By: /s/ Robert E. Wahlman
Name Robert E. Wahlma
Title: Chief Financial Officer
(Principal Financial Officer
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Exhibit Index

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

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

First Supplemental Indenture, dated as of July2B@3, by and between Customers Bancorp, Inc. sagitsand Wilmington
Trust, National Association, as Trustee, incorpediy reference to Exhibit 4.2 to the CustomerscBgm8-K filed with the
SEC on July 31, 201

6.375% Global Note in aggregate principal amour5,000,000, incorporated by reference to ExHil8tto the Customers
Bancorp K filed with the SEC on July 31, 20:

Amendment to First Supplemental Indenture, dategust27, 2013, by and between Customers Bancarpaid Wilmingtor
Trust Company, National Association, as trusteggiiporated by reference to Exhibit 4.1 to the Cugtis Bancorp 8-K filed
with the SEC on August 29, 20:

6.375% Global Note in aggregate principal amourg&®50,000, incorporated by reference to Exhildttd the Customers
Bancorp K filed with the SEC on August 29, 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 Pursiiao 18 U.S.C. Section 1350, as Adopted PursuaSettion 906 of
Sarbane-Oxley Act of 200z

Certification of the Chief Financial Officer Pursudo 18 U.S.C. Section 1350, as Adopted Pursua8ettion 906 of
Sarbane-Oxley Act of 200z

The Exhibits filed as part of this report are dtofes:

XBRL Instance Documen

XBRL Taxonomy Extension Schema Documg

XBRL Taxonomy Extension Calculation Linkbase Docuntn
XBRL Taxonomy Extension Label Linkbase Documk
XBRL Taxonomy Extension Presentation Linkbase Doent

XBRL Taxonomy Extension Definitions Linkbase Docurhe
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Exhibit 31.1

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

I, Jay S. Sidhu, certify that:
1. I have reviewed this quarterly report on Forn-Q of Customers Bancorp, Int

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or don#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 reg

3.  Based on my knowledge, the financial statemamd,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;

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

(&) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material 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 pnegzh

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

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

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

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

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

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

/s/ Jay S. Sidhu

Jay S. Sidhi

Chairman and Chief Executive Offic
(Principal Executive Officer

Date: May 8, 201-



Exhibit 31.2

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

I, Robert E. Wahlman, certify that:

1.
2.

(@)

(b)

(©)

(d)

(@)

(b)

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

Based on my knowledge, this report does notaiormny 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 reg

Based on my knowledge, the financial statemeamis,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 procsdarecaused such disclosure controls and procedaotee 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 pnegzh

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

Evaluated the effectiveness of the registragisslosure controls and procedures and presenttulsi 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#) 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 regid’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

/s/ Robert E. Wahlman

Robert E. Wahlma
Chief Financial Officel
(Principal Financial Officer)

Date: May 8, 201-



Exhibit 32.1

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

In connection with the quarterly report of CustomBancorp, Inc. (the “Corporation”) on Form 10-@ flee period ended March 31, 2014, as
filed with the Securities and Exchange Commissiohe date hereof (the “Reportf),Jay S. Sidhu, Chairman and Chief Executive @ffiaf
the Corporation, certify, pursuant to 18 U.S.C.51,3s adopted pursuant to 8906 of the Sarbanes/@xit of 2002, that to the best of my

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

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

Date: May 8, 2014 /sl Jay S. Sidhu
Jay S. Sidhu, Chairman and Chief Executive Office

(Principal Executive Officer)




Exhibit 32.2

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

In connection with the quarterly report of CustomBancorp, Inc. (the “Corporation”) on Form 10-@ flee period ended March 31, 2014, as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), |, Robert E. Wiaah, Chief Financial Officer of the
Corporation, certify, pursuant to 18 U.S.C. §13®adopted pursuant to 8906 of the Sarbanes-OxdepfR002, that to the best of my

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

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

Date: May 8, 2014 /s/ Robert E. Wahlman
Robert E. Wahlman, Chief Financial Officer
(Principal Financial Officer)




