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Fixed-to-Floating Rate Non-Cumulative Perpetual
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Fixed-to-Floating Rate Non-Cumulative Perpetual
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Item 2.06 Material Impairments

On June 28, 2019, Customers Bancorp, Inc. ("Customers") obtained ownership of certain interest-only classes of Ginnie Mae guaranteed home equity conversion
mortgage-backed securities ("interest-only GNMA securities") that served as the primary collateral for loans made to one commercial mortgage warehouse
customer through a Uniform Commercial Code private sale transaction. In connection with the acquisition of the interest-only GNMA securities, Customers
expects to record an estimated pre-tax loss of $7 million to $8 million in second quarter 2019 for the shortfall in the estimated fair value of the interest-only
GNMA securities compared to its credit exposure of approximately $26 million to this commercial mortgage warehouse customer.

This commercial mortgage warehouse customer unexpectedly announced it was ceasing its mortgage origination business in May 2019. The commercial mortgage
warehouse customer had been in the mortgage lending business since 2005 and a customer of Customers' mortgage warehouse business since 2011. The abrupt
closing of this profitable mortgage company came shortly after an unqualified opinion was provided by the mortgage company's independent auditors for the year
ended December 31, 2018. Customers has corporate guarantees and a personal guarantee of the principal owner and chief executive officer of the mortgage
company and plans to aggressively pursue all efforts to collect this deficiency. Officials of the mortgage company are blaming unexpected market developments as
the primary cause of the devaluation of the interest-only GNMA securities.

After completion of the transaction described above, Customers no longer has any credit exposure to this former commercial mortgage warehouse customer and
does not have any other loans in its commercial mortgage warehouse loan portfolio collateralized by interest-only GNMA securities. Customers has been receiving
cash from the interest-only GNMA securities in excess of the interest owed on the loans that were secured by these interest-only GNMA securities and expects to
continue to receive cash flows from the interest-only GNMA securities in the future. Customers plans to hold these interest-only GNMA securities in its investment
portfolio and will mark them to fair value quarterly. Customers believes this is an isolated set of circumstances and is not indicative of the overall credit quality of
its remaining commercial mortgage warehouse loan portfolio, which continues to be current in terms of payment.
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