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For the quarterly period ended March 31, 2015

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

For the transition period from to

001-35542
(Commission File number)

Customers{2=Bancorp, Inc.

(Exact name of registrant as specified in its chaefr)

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

1015 Penn Avenue
Suite 103
Wyomissing PA 19610

(Address of principal executive offices)

(610) 933-2000
(Registrant’s telephone number, including area code

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

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



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

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

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

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

Large accelerated filer O Accelerated filer

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

On April 30, 2015, 26,828,600 shares of Voting Camrtock were issued and outstanding.




Table of Contents

CUSTOMERS BANCORP, INC. AND SUBSIDIARIES

Table of Contents

Part |

ltem 1.  Customers Bancorp, Inc. Consolidated Financiak$tants as of March 31, 2015 and for the three mpartiods ended
March 31, 2015 and 2014 (unaudijed

Iltem 2. Management’s Discussion and Analysis of Financ@idition and Results of Operations

ltem 3.  Quantitative and Qualitative Disclosures about MaRisk

Iltem 4.  Controls and Procedures

PART Il

ltem 1. Legal Proceedings

Item 1A. Risk Factors

Iltem 2.  Unregistered Sales of Equity Securities and Uderoteeds

ltem 3.  Defaults Upon Senior Securities

ltem 4. Mine Safety Disclosures

ltem 5.  Other Information

Iltem 6.  Exhibits

SIGNATURES

Ex-31.1

Ex-31.2

Ex-32.1

Ex-32.2

Ex-101

36

54

54

55

55

58

58

58

58

59

60




Table of Contents

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

Cash and due from banks

Interest-earning deposits

Cash and cash equivalents

ASSETS

Investment securities available for sale, at falue

Loans held for sale (includes $1,676,891 and $16835 respectively, at fair value)

Loans receivable

Allowance for loan losses

Total loans receivable, net of allowance for loasskes

FHLB, Federal Reserve Bank, and other restricteckst
Accrued interest receivable

FDIC loss sharing receivable

Bank premises and equipment, net

Bank-owned life insurance

Other real estate owned

Goodwill and other intangibles

Other assets

Liabilities:
Deposits:

Demand, non-interest bearing

Total assets

LIABILITIES AND SHAREHOLDERS’ EQUITY

Interest-bearing

Total deposits

FHLB advances
Other borrowings
Subordinated debt
Accrued interest payable and other liabilities

Total liabilities

Shareholders’ equity:

Preferred stock, no par value or as set by thedhd0,000,000 shares authorized, none issued
Common stock, par value $1.00 per share; 200,00Gb@res authorized; 27,356,299 and

27,277,789 shares issued as of March 31, 2015 andrbber 31, 2014; 26,824,039; and
26,745,529 shares outstanding as of March 31, aad®ecember 31, 2014

Additional paid in capital

Retained earnings

Accumulated other comprehensive loss, net

Treasury stock, at cost (532,260 shares as of MatcB015 and December 31, 2014)

Total shareholders’ equity

Total liabilities and shareholders’ equity

See accompanying notes to the unaudited consalidet@ncial statements.
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March 31, December 31,
2015 2014

68,21¢ 62,74¢
265,60 308,27
333,82 371,02
396,19:- 416,68!
1,758,08 1,435,45!
4,337,85. 4,312,17.
(33,56¢) (30,939
4,304,28! 4,281,24
81,79¢ 82,00:
15,70: 15,20¢
3,427 2,32(
11,06: 10,81(
154,82: 138,67t
13,12% 15,37:
3,661 3,66¢
57,24: 52,91
7,133,22! 6,825,37!
670,77: 546,43t
4,222,55! 3,986,10.
4,893,32 4,532,53
1,545,001 1,618,001
88,25( 88,25(
110,00 110,00
38,70: 33,431
6,675,27. 6,382,22!
27,35¢ 27,27¢
357,52 355,82.
82,37: 68,42:
(1,049 (122
(8,259 (8,259
457,95: 443,14!
7,133,22! 6,825,37!
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME — UNAUDITED
(amounts in thousands, except share data)

Three Months Ended

March 31,
2015 2014
Interest income:
Loans receivable $ 43,09: $ 28,35t
Loans held for sale 10,90¢( 5,08:
Investment securities 2,36: 3,04(
Other 2,36z 39¢
Total interest income 58,71¢ 36,87«
Interest expense:
Deposits 7,52¢ 5,41¢
Other borrowings 1,48¢ 1,15¢
FHLB advances 1,68¢ 49€
Subordinated debt 1,68t 16
Total interest expense 12,38¢ 7,082
Net interest income 46,33( 29,79:
Provision for loan losses 2,96¢ 4,36¢
Net interest income after provision for loan losses 43,36¢ 25,42¢
Non-interest income:
Mortgage warehouse transactional fees 2,27: 1,75¢
Gain on sale of loans 1,231 —
Bank-owned life insurance 1,061 83t
Deposit fees 17¢ 214
Mortgage loan and banking income 151 40¢
Gain on sale of investment securities — 2,832
Other 83¢ 1,261
Total non-interest income 5,732 7,31(
Non-interest expense:
Salaries and employee benefits 13,95: 9,351
FDIC assessments, taxes, and regulatory fees 3,27¢ 2,131
Occupancy 3,07¢ 2,63
Professional services 1,917 2,28:
Technology, communications and bank operations 1,55¢ 1,56(
Other real estate owned 884 351
Advertising and promotion 347 414
Loan workout 26¢ 441
Other 2,19( 2,002
Total non-interest expense 27,46" 21,16¢
Income before income tax expense 21,63« 11,56
Income tax expense 7,68: 3,42¢
Net income $ 1395 $ 8,13¢
Basic earnings per share (1) $ 05z $ 0.3C
Diluted earnings per share (1) 0.4¢ 0.2¢

(1) Earnings per share amounts for the three nscgrtided March 31, 2014 have been adjusted to réfled 0% stock dividend declared on
May 15, 2014 and issued on June 30, 2014.

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

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME — U NAUDITED
(amounts in thousands)

Three Months Ended

March 31,
2015 2014
Net income $ 13,95 $ 8,13¢
Unrealized gains on securities:
Unrealized holding gains on securities arising miyithe period (1) 45¢ 9,121
Income tax effect (1) (21€) (3,199
Less: reclassification adjustment for gains on sges included in net income — (2,837
Income tax effect — 99z
Net unrealized gains 243 4,08¢
Unrealized gains (losses) on cash flow hedges:
Unrealized gains (losses) on cash flow hedgesgribiring the period (1,946 664
Income tax effect 77¢ (232
Net unrealized gains (losses) (1,16¢) 432
Other comprehensive income (loss), net of tax (925) 4,52(
Comprehensive income $ 13,027 $ 12,65¢

(1) Includes immaterial gains or losses on foreignemgy items
See accompanying notes to the unaudited consalidet@ncial statements.

5




Table of Contents

CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY — UNAUDITED
(amounts in thousands, except share data)

Balance, January 1, 2015
Net income
Other comprehensive loss

Share-based compensation expense

Issuance of common stock under share-
based compensation arrangements

Balance, March 31, 2015

Balance, January 1, 2014

Net income

Other comprehensive income
Share-based compensation expense

Issuance of common stock under share-
based compensation arrangements

Balance, March 31, 2014

Three Months Ended March 31, 2015

Shares of Accumulated
Common Additional Other
Stock Common Paid in Retained Comprehensive Treasury
Outstanding Stock Capital Earnings Loss Stock Total
26,74552 $ 27,27¢ $ 355,82. $ 68,42. $ (122) $ (8,25) $ 443,14
— — — 13,95 — — 13,95:
— — — — (925) — (925)
— — 1,17(¢ — — — 1,17(
78,51( 78 531 — — — 60¢
26,824,03 $ 27,35¢ $ 357,520 $ 82371 $ (1,047 $ (8,259 $ 457,95:
Three Months Ended March 31, 2014
Shares of Accumulated
Common Additional Other
Stock Common Paid in Retained Comprehensive Treasury
Outstanding Stock Capital Earnings Income/(Loss) Stock Total
2422415 $ 24,75¢ $ 307,23: $ 71,006 $ (8,118 $ (8,259 $ 386,62
— — — 8,13¢ — — 8,13¢
— — 95t — — — 95¢
70,01 70 634 — — — 704
24,294,161 $ 24,82t $ 308,82( $ 79,14: $ (3,59¢) $ (8,259 $ 400,93

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

Cash Flows from Operating Activities
Net income

Adjustments to reconcile net income to net cashdus) provided by operating activities:

Provision for loan losses, net of change to FDIzheable
Provision for depreciation and amortization
Share-based compensation
Deferred taxes
Net amortization of investment securities premiwamd discounts
Gain on sale of investment securities
Gain on sale of mortgages and other loans
Origination of loans held for sale
Proceeds from the sale of loans held for sale
Increase in FDIC loss sharing receivable
Amortization (accretion) of fair value discounts
Net loss on sales of other real estate owned
Valuation and other adjustments to other real estamned
Earnings on investment in bank-owned life insurance
(Increase) decrease in accrued interest receieaol@ther assets
Increase in accrued interest payable and othétitied®

Net Cash (Used In) Provided by Operating Activities

Cash Flows from Investing Activities

Proceeds from maturities, calls and principal repants of securities available for sale

Proceeds from sales of investment securities aaifar sale
Purchases of investment securities available fier sa

Net increase in loans

Purchase of loan portfolios

Proceeds from sales of loans

Purchases of bank-owned life insurance

Net proceeds from (purchases of) FHLB, Federal Res®ank, and other restricted stock

(Payments to) reimbursements from the FDIC on $bssing agreements
Purchases of bank premises and equipment
Proceeds from sales of other real estate owned

Net Cash Used In Investing Activities

Cash Flows from Financing Activities
Net increase in deposits
Net (decrease) increase in short-term borrowedsfund
Proceeds from long-term FHLB borrowings
Proceeds from issuance of common stock

Net Cash Provided by Financing Activities

Net (Decrease) Increase in Cash and Cash Equivalent

Cash and Cash Equivalents — Beginning

Cash and Cash Equivalents — Ending

Supplementary Cash Flows Information
Interest paid
Income taxes paid

Three Months Ended

March 31,
2015 2014
13,95 % 8,13¢
2,96¢ 4,36¢
1,03t 89C
1,41¢ 1,65¢
(1,540 2,21¢
211 177
— (2,839
(1,266€) (49¢)
(6,627,071 (2,819,23))
6,285,95: 2,869,791
(139 (990
32 (129
441 47
34% 127
(1,06)) (83%)
(3,259 1,552
3,574 14,85¢
(324,41) 79,30¢
20,73¢ 10,26¢
— 187,89:
— (149,94
(148,559 (608,672
— (288,25)
141,43 424
(15,000 —
204 (8,006€)
(302 1,297
(829 (207)
1,61¢ 1,37¢
(68€) (853,826
360,78 646,42(
(98,000 185,50(
25,00( —
10¢ —
287,89¢ 831,92(
(37,200 57,39¢
371,02: 233,06¢
333,820 $ 290,46
10,55( $ 7,017
2,762 2,082



Non-cash items:
Transfer of loans to other real estate owned $ 15¢ % 4,95k

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

NOTE 1 — DESCRIPTION OF THE BUSINESS

Customers Bancorp, Inc. (the “Bancorp” or “Custosri@ancorp”) is a bank holding company engaged inking activities through its wholly
owned subsidiary, Customers Bank (the “Bank”). Gostrs Bancorp also has made certain equity inveggnlerough its wholly owned
subsidiaries CB Green Ventures Pte Ltd. and CUBialiVentures Pte Ltd.

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

Customers Bancorp, Inc. and its wholly owned subsis, Customers Bank and non-bank subsidiar@segesidences and businesses in
Southeastern Pennsylvania (Bucks, Berks, Chedtdadelphia and Delaware Counties), Rye, New YMdegtchester County), Hamilton, N
Jersey (Mercer County), Boston, Massachusetts idRroge, Rhode Island and Manhattan, New York. 0h12 the Bancorp purchased
Berkshire Bancorp, Inc. In 2010 , Customers Bamuaed two banks, USA Bank and ISN Bank, in FDIGisted transactions that expanded
its footprint into central New Jersey and southébest York. The Bank has 14 branches and providemuercial banking products, primarily
loans and deposits. Customers Bank provides loathugts to customers through its loan productioite$fin Boston, Massachusetts,
Providence, Long Island, Manhattan, New York anidéklphia, Pennsylvania. The Bancorp also proviigsdity to residential mortgage
originators nationwide through commercial loansiortgage companies. Customers Bank is subjecgtdaton of the Pennsylvania
Department of Banking and Securities and the Féé&serve Bank and is periodically examined by ¢hegulatory authorities.

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

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

Recently Issued Accounting Standards

In April 2015, the FASB issued Accounting Standdptlate (“ASU”) 2015-03Simplifying the Presentation of Debt Issuance Cdsie
guidance in this ASU is intended to simplify presgion of debt issuance costs, and require thatidsbance costs related to a recognized del
liability be presented in the balance sheet asextideduction from the carrying amount of the dittility, consistent with debt discounts. T
guidance in this ASU is effective for interim amthaial periods beginning after December 15, 2018. Béncorp does not expect this ASU to
have a significant impact on its financial conditior results of operations.

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

1. Limited partnerships and similar legal enti




Table of Contents

2. Evaluating fees paid to a decision maker or a serprovider as a variable intel
3. The effect of fee arrangements on the primary beiaey determinatio

4. The effect of related parties on the primary bemi@fy determinatio

5. Certain investment fun

The guidance in this ASU is effective for annuad amterim periods beginning after December 15, 20t® Bancorp does not expect this A
to have a significant impact on its financial cdiadi or results of operations.

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

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

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

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

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

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

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

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

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

it becomes probable that the performance targébeibchieved and should represent the compensaigirattributable to the period(s) for
which the requisite has already been renderetelperformance target becomes probable of being\aahbefore the end of the requisite
period, the remaining
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unrecognized cost should be recognized prospegtoxadr the remaining requisite service period. fidial amount of compensation cost
recognized during and after the requisite servargop should reflect the number of awards thateapected to vest and should be adjusted to
reflect those awards that ultimately vest. The igtpiservice period ends when the employee casecemdering service and still be eligible to
vest in the award if the performance target isedi. As indicated in the definition of vest, tha&tesd vesting period (which includes the perioc
in which the performance target could be achievealy differ from the requisite service period. Thidgnce in this ASU is effective for ann
and interim periods beginning after December 13520'he Bancorp does not expect this ASU to hasigraficant impact on its financial
condition or results of operations.

In June 2014, the FASB issued ASU 2014-Trhnsfers and ServicingThe amendments in this update require that régagesto-maturity
transactions be accounted for as secured borrowimgsistent with the accounting for other repurehagreements. In addition, the
amendments require separate accounting for a &naosh financial asset executed contemporaneavitiiya repurchase agreement with the
same counterparty (a repurchase financing), whidllresult in secured borrowing accounting for tlepurchase agreement. The amendments
require an entity to disclose information abounsfers accounted for as sales in transactionatkeatconomically similar to repurchase
agreements, in which the transferor retains subiathnall of the exposure to the economic retumte transferred financial asset throughout
the term of the transaction. In addition the ameewhsirequire disclosure of the types of collatplatiged in repurchase agreements, securitie
lending transactions, and repurchase-to-matudysactions and the tenor of those transactionsgtiitance in this ASU was effective for
annual and interim periods beginning after Decembe?014. The adoption of this ASU did not hawsgaificant impact on the Bancorp's
financial condition or results of operations.

In May 2014, the FASB issued ASU 2014-8&&venue from Contracts with CustomerBhis ASU establishes a comprehensive revenue
recognition standard for virtually all industriesl.S. GAAP, including those that previously folleavindustry-specific guidance such as the
real estate and construction industries. The revstandard’s core principal is built on the corttiztween a vendor and a customer for the
provision of goods and services. It attempts tdaehe exchange of rights and obligations betwtherparties in the pattern of revenue
recognition based on the consideration to whichvéiredor is entitled. To accomplish this, the staddaquires five basic steps: (i) identify the
contract with the customer, (ii) identify the parfance obligations in the contract, (iii) identifye transaction price, (iv) allocate the
transaction price to the performance obligationth@contract, (v) recognize revenue when (orfaskntity satisfies the performance
obligation. Three basic transition methods arelalbe - full retrospective, retrospective with egntpractical expedients, and a cumulative
effect approach. Under the cumulative effect atitve, an entity would apply the new revenue steshdaly to contracts that are incomplete
under legacy U.S. GAAP at the date of initial apgifion and recognize the cumulative effect of tee standard as an adjustment to the
opening balance of retained earnings. The guidantteés ASU is effective for annual periods andenirn reporting periods within those annual
periods, beginning after December 15, 2017. ThecBgndoes not expect this ASU to have a signifid@piact on its financial condition or
results of operations.

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

In January 2014, the FASB issued ASU 2014Axcounting for Investments in Qualified Affordablleusing Projects a consensus of the
FASB Emerging Issues Task Force. This ASU provgigdance on accounting for investments by a repgeitity in flow-through limited
liability entities that manage or invest in affobiahousing projects that qualify for the low-ina®imousing tax credit. The guidance in this
ASU was effective for annual periods and interimparting periods beginning after December 15, 20 adoption of this ASU did not have
a significant impact on the Bancorp's financialdition or results of operations.
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NOTE 3 — CHANGES IN ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS) BY COMPONENT (1)

The following tables present the changes in accatadlother comprehensive income (loss) by compdpette three months ended
March 31, 2015 and 2014 .

Three Months Ended March 31, 2015
Unrealized Gains on

Available-for-sale Unrealized Loss on
(amounts in thousands) Securities (2) Cash Flow Hedges Total
Beginning balance - January 1, 2015 $ 1,14: % (1,269 $ (122)
Other comprehensive income (loss) before reclassifins 24z (1,169 (925)
Amounts reclassified from accumulated other com@metve loss to ne
income — — —
Net current-period other comprehensive income )loss 24z (1,169 (925)
Ending balance - March 31, 2015 $ 1,38¢ $ (2,437 $ (1,047
Three Months Ended March 31, 2014
Unrealized Gains
and (Losses) on Unrealized Gain
Available-for-sale on
(amounts in thousands) Securities (2) Cash Flow Hedges Total
Beginning balance - January 1, 2014 $ (8,118 $ — 3 (8,11¢)
Other comprehensive income before reclassifications 5,92¢ 432 6,361
Amounts reclassified from accumulated other comgmstve loss to ne
income (3) (1,84)) — (1,847
Net current-period other comprehensive income 4,08¢ 43z 4,52(
Ending balance - March 31, 2014 $ (4,030 $ 43z $ (3,599

(1) All amounts are net of tax. Amounts in parenthésdgate reductions to accumulated other compretemscome
(2) Includes immaterial gains or losses on foreignemgy items
(3) Reclassification amounts are reported as gain leno$anvestment securities on the Consolidatede8tants of Incom

NOTE 4 — EARNINGS PER SHARE

The following are the components and results oBarcorp’s earnings per share calculation for #@ogs presented. Share and per share
amounts for the three months ended March 31, 26%¢é heen adjusted to reflect the 10% stock divideradared on May 15, 2014 and issued
on June 30, 2014.

Three Months Ended

March 31,
2015 2014

(amounts in thousands, except per share data)
Net income available to common shareholders $ 13,95: $ 8,13¢
Weighted-average number of common shares outstgadhiasic 26,777,38 26,686,57

Share-based compensation plans 1,276,34 845,90:

Warrants 284,07 242,56(
Weighted-average number of common shares - diluted 28,337,80 27,775,03
Basic earnings per share $ 052 $ 0.3C
Diluted earnings per share 0.4¢ 0.2¢

The following is a summary of securities that coptdentially dilute basic earnings per share inffetperiods that were not included in the
computation of diluted earnings per share becaude s0 would have been anti-dilutive for the pasipresented. Share-based compensation
awards and eligible warrants for the three montitied March 31, 2014 have been adjusted to refiect®% stock dividend declared on

May 15, 2014 and issued on June 30, 2014 .
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Anti-dilutive securities:

Share-based compensation awards

Warrants

Total anti-dilutive securities

NOTE 5 — INVESTMENT SECURITIES

Three Months Ended

March 31,

2015 2014
18,68: 134,68:
52,24. 118,74!
70,92 253,42

The amortized cost and approximate fair value eéstment securities as of March 31, 2015 and DeeeBih 2014 are summarized in the

tables below:

(amounts in thousands)

Available for Sale:
Mortgage-backed securities (1)
Corporate Bonds

Equity securities (2)

(amounts in thousands)

Available for Sale:
Mortgage-backed securities (1)
Corporate notes

Equity securities (2)

March 31, 2015

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
$ 355,90 $ 4,07t % (1,262) $ 358,71
15,00( 17z — 15,17:
23,07« 56 (825) 22,30t
$ 393,97¢ % 430 $ (2,087 $ 396,19
December 31, 2014
Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
$ 376,85 $ 280 % (2,34¢) $ 377,31
15,00( 104 — 15,10¢
23,07« 1,197 (D] 24,27(
$ 41492¢ $ 410¢ $ (2,349 $ 416,68!

(1) Comprised primarily of mortgage-backed se@sitssued by governmegponsored agencies, including FHLMC, FNMA, and GN

(2) Comprised primarily of equity securities in a fgeientity

The following table presents proceeds from the shlvailable-for-sale investment securities armbgrgains and gross losses realized on tho
sales for the three ended March 31, 2015 and 2014 :

Three Months Ended March 31,

2015 2014
(amounts in thousands)
Proceeds from sale of available-for-sale securities $ — $ 187,89:
Gross gains $ — % 2,83
Gross losses — —
Net gains $ — % 2,83:

These gains and losses were determined using deifispdentification method and were reported amg on sale of investment securities
included in non-interest income.
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The following table presents available-for-saletdsdzurities by stated maturity. Debt securitieskbd by mortgages have expected maturities
that differ from contractual maturities becausertmvers have the right to call or prepay and arexefore, classified separately with no specific
maturity date:

March 31, 2015

Amortized Fair
Cost Value

(amounts in thousands)

Due in one year or less $ — $ =
Due after one year through five years — —
Due after five years through ten years 15,00( 15,17:
Due after ten years — —
Mortgage-backed securities 355,90 358,71
Total debt securities $ 370,90 $ 373,88¢

The Bancorp’s investments’ gross unrealized loaseésfair value, aggregated by investment categadylength of time that individual
securities have been in a continuous unrealizeddosition, at March 31, 2015 and December 31, 204 as follows:

March 31, 2015

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

(amounts in thousands)
Available for Sale:
Mortgage-backed securities (1) $ 23,33. $ 5 $ 78,84¢ $ (1,257 $ 102,17¢ $ (1,267)
Equity securities (2) 21,24¢ (829 6 @ 21,25( (825)

Total $ 4457t $ (829 $ 78,85: $ (1,259 $  123,42¢ $ (2,087)

December 31, 2014

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

(amounts in thousands)
Available for Sale:
Mortgage-backed securities (1) $ 60,38¢ $ 81) $ 80,42¢ % (2,267) 140,81 $ (2,34%)
Equity securities (2) — — 5 (@D} 5 Q)

Total $ 60,38¢ $ (81 $ 80,43. $ (2,269 $  140,81¢ $ (2,349

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

At March 31, 2015 , there were seven availablestde investment securities in the less-than-tweteeith category and eighteen available-for:
sale investment securities in the twelve-month-orercategory. The unrealized losses on the morthagked securities are guaranteed by
government-sponsored entities and primarily ralatehanges in market interest rates. All amourgseapected to be recovered when market
prices recover or at maturity. The unrealized legss®the equity securities reflect decreases irketgrice. Customers evaluated the financial
condition and capital strength of the issuer oséhsecurities and concluded that the decline invédue was temporary and would recover by
way of increases in market price. The Company ufgeo hold these securities for the foreseeableduind does not intend to sell the
securities before the price recovers. Customersiders it more likely than not that it will not bequired to sell the securities. Accordingly,
Customers has concluded that the securities arethet-than-temporarily impaired as of March 31120

At March 31, 2015 and December 31, 2014 , Custo®ank had pledged investment securities aggreg&85@.3 million and $376.9 million
fair value, respectively, as collateral againsbisrowings primarily with the FHLB and an unuseelof credit with another financial
institution. These counterparties do not have tiktyato sell or repledge these securities.
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NOTE 6 — LOANS HELD FOR SALE

The composition of loans held for sale as of M&@th2015 and December 31, 2014 was as follows:

(amounts in thousands)
Commercial loans:
Mortgage warehouse loans at fair value
Multi-family loans at lower of cost or fair value
Commercial loans held for sale
Consumer loans:
Residential mortgage loans at fair value
Loans held for sale

NOTE 7 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES
The following table presents loans receivable ddlafch 31, 2015 and December 31, 2014 :

(amounts in thousands)
Commercial:
Multi-family
Commercial real estate
Commercial and industrial
Construction
Total commercial loans
Consumer:
Residential real estate
Manufactured housing
Other
Total consumer loans
Total loans receivable cotered under FDIC loss sharing agreements
Commercial:
Commercial real estate
Commercial and industrial
Construction
Multi-family
Total commercial loans
Consumer:
Residential real estate
Other
Total consumer loans
Total loans receivable aeeeunder FDIC loss sharing agreements (1)
Total loans receivable
Deferred (fees) costs and unamortized premiumsidists), net
Allowance for loan losses
Loans receivable, net

(1) Loans that were acquired in two FDIC-assistadsactions and are covered under loss sharimgagmts with the FDIC are referred to as

“ covered' loans throughout these financial statements.

14

March 31, December 31,
2015 2014

$ 1,674,01. $ 1,332,01
81,19: 99,79:
1,755,20 1,431,811

2,871 3,64¢

$ 1,758,08 $ 1,435,45!

March 31, December 31,
2015 2014

$ 2,053,37" $ 2,127,03.
1,177,72! 1,132,07.
606,09: 540,43(

62,43( 56,66¢
3,899,62! 3,856,20!
277,16 285,00:

121,62. 126,73:

1,32¢ 1,541

400,11 413,27
4,299,73 4,269,48
16,34% 17,58¢

1,74¢ 2,23¢

3,97¢ 6,70¢

361 372

22,42¢ 26,89"

12,15¢ 12,39:

2,77 2,89

14,93¢ 15,28«

37,36 42,18
4,337,10: 4,311,66

74¢ 51z
(33,56¢) (30,939

$ 4,304,28! $ 4,281,24
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Non-Covered Loans

The following tables summarizeon-coveredloans by loan type and performance status as o€fMat, 2015 and December 31, 2014 :

(1)
(2)
3)

(4)
(5)

March 31, 2015

Purchased-
90 Days Credit-

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

Past Due (1) Past Due(1) Due (1) Accrual Current (2) Loans (3) Loans (4)
(amounts in thousands)
Commercial real estate $ AT — 3 28¢ $ 343¢ $ 1,147,260 $ 26,73¢ $ 1,177,72
Multi-family — —_ — — 2,050,83I 2,54¢ 2,053,37
Commercial and industrial — — — 2,307 602,40° 1,37 606,09:
Construction — — — — 62,34: 87 62,43(
Residential real estate 28¢ — 28¢ 94¢€ 266,67( 9,26: 277,16
Other consumer — — — — 1,12¢ 19t 1,32¢
Manufactured housing (5) 3,89¢ 4,54¢ 8,44: 1,047 108,25¢ 3,87¢ 121,62:
Total $ 4477 % 454¢ $ 9,01¢ $ 7,73¢ $ 4,238,89° $ 44,08 $ 4,299,73

December 31, 2014
Purchased-
90 Days Credit-

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

Past Due (1) Past Due(1) Due (1) Accrual Current (2) Loans (3) Loans (4)
(amounts in thousands)
Commercial real estate $ — 3 — 3 — $ 345 $ 1,101,112 $ 27,500 $ 1,132,07.
Multi-family — — — — 2,124,44: 2,58¢ 2,127,03.
Commercial and industrial 36€ — 36€ 2,257 536,32t 1,481 540,43(
Construction — — — — 56,51( 15¢ 56,66¢
Residential real estate 1,22¢ — 1,22¢ 84¢ 273,56! 9,36: 285,00
Other consumer — — — — 1,33: 20¢ 1,541
Manufactured housing (5) 6,32¢ 4,38¢ 10,71: 931 111,07. 4,01¢ 126,73:
Total $ 791¢ $ 438t $ 12,30¢ $ 7,487 $ 4,204,37. $ 4531t $ 4,269,48

Includes past due loans that are accruing intéessiuse collection is considered prob:

Loans where next payment due is less thata$8 from the report da

Purchased-credit-impaired loans aggregatedarmiool are accounted for as a single asset vdihgie composite interest rate and an
aggregate expectation of cash flows, and the pessthtus of the pools, or that of the individaalis within the pools, is not meaningful.
Because of the credit impaired nature of the lotes|oans are recorded at a discount reflectitignaged future cash flows and the Bank
recognizes interest income on each pool of loaffscteng the estimated yield and passage of tinnehSoans are considered to be
performing. Purchased-credit-impaired loans thatrat in pools accrete interest when the timingandunt of their expected cash flows
are reasonably estimable, and are reported asrpénip loans.

Amounts exclude deferred costs and fees, unamdrtil@miums and discounts, and the allowance for losse:

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

The following tables summariz®veredloans by loan type and performance status as ofivat, 2015 and December 31, 2014 :

March 31, 2015

Purchased
90 Days - Credit

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

Past Due (1) Past Due (1) Due (1) Accrual Current (2) Loans (3) Loans (4)
(amounts in thousands)
Commercial and industrial ~ $ 26 $ — 3 26 $ 15¢ $ 82t $ 737 % 1,74¢
Multi-family — — — — 361 — 361
Commercial real estate 25 — 25 497 10,76" 5,06( 16,341
Construction — — — 2,32t — 1,65( 3,97¢
Residential real estate 294 — 294 1,00¢ 10,25¢ 604 12,15¢
Other consumer 13¢€ — 13€ 73 2,52¢ 39 2,77
Total $ 481 $ — 3 481 $ 4,05¢ $ 24,73 $ 8,09C $ 37,36¢

December 31, 2014
Purchased-
90 Days Credit

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

Past Due (1) Past Due (1) Due (1) Accrual Current (2) Loans (3) Loans (4)
(amounts in thousands)
Commercial and industrial $ 51¢ $ — 3 51¢ $ 165 $ 361 $ 1,191 $ 2,23t
Multi-family — — — — 372 — 372
Commercial real estate — — — 61= 11,88¢ 5,08¢ 17,58¢
Construction — — — 2,32t — 4,38( 6,70~
Residential real estate — — — 1,00¢ 10,78 604 12,39:
Other consumer 147 — 147 13t 2,57( 40 2,89:
Total $ 665 9 — 3 66 $ 4,24¢ $ 25,96¢ $ 11,30: $ 42,18

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

(2) Purchased loans in FDIC assisted transactionsnaeitevidence of credit deterioration since origioa

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

(4) Amounts exclude deferred costs and fees, unamdrtizemiums and discounts, and the allowance for losse:
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Allowance for Loan Losses and FDIC Loss SharingeReble

Losses incurred on covered loans are eligible #otigd reimbursement by the FDIC. Subsequent tgtirehase date, the expected cash flows
on the covered loans are subject to evaluationrd2ses in the present value of expected cash fhovise covered loans are recognized by
increasing the allowance for loan losses with ategl charge to the provision for loan losses. Atsgame time, the FDIC indemnification asset
is increased reflecting an estimated future catbectrom the FDIC, which is recorded as a reductmthe provision for loan losses. If the
expected cash flows on the covered loans incraadetbat a previously recorded impairment can bersed, the Bancorp records a reduction
in the allowance for loan losses (with a relateztlitrto the provision for loan losses) accompaiigd reduction in the FDIC receivable
balance and a charge to the provision for loaremdsicreases in expected cash flows of coveretsland decreases in expected cash flows o
the FDIC loss sharing receivable, when there arpraviously recorded impairments, are considergdtteer and recognized over the remai
life of the loans as interest income. The FDIC lgisaring receivable balance will be reduced thrcugharge to the provision for loan losses,
with no offsetting reduction to the allowance foah losses, as the FDIC loss sharing arrangemesaath their contractual maturities and the
estimated losses in the covered loans have n@ryetged or been realized in a final dispositiomévehe FDIC loss sharing arrangements for
non-single family loans expire in third quarter 80The loss sharing arrangements for single fatodys expire in third quarter 2020.

The following table presents changes in the allavedbor loan losses and the FDIC loss sharing rabéévfor the three months enddarch 31

2015 and 2014 .

Allowance for Loan Losses
Three Months Ended March 31,

(amounts in thousands) 2015 2014

Beginning balance $ 30,93: $ 23,99¢
Provision for loan losses (1) 3,63¢ 2,901
Charge-offs (1,149 (53€)
Recoveries 143 341
Ending balance $ 33,56t $ 26,70

FDIC Loss Sharing Receivable
Three Months Ended March 31,

(amounts in thousands) 2015 2014
Beginning balance $ 2,32 $ 10,04¢
Increased (decreased) estimated cash flows (2) 671 (1,467
Other activity, net (a) 134 99(
Cash payments to/(from) FDIC 30z (1,299
Ending balance $ 3421 $ 8,27:
(1) Provision for loan losses $ 3,63t % 2,901
(2) Effect attributable to FDIC loss share arrangets (671) 1,467
Net amount reported as provision for loan losses $ 2,96¢ $ 4,36¢

(8 Includes external costs, such as legal fees$ astate taxes, and appraisal expenses, whidifydoareimbursement under loss sharing
arrangements
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Loans Individually Evaluated for Impairme— Covered and Non-Covered

The following tables present the recorded investrireet of charge-offs), unpaid principal balanag] eelated allowance by loan type for loans
that are individually evaluated for impairment &d@arch 31, 2015 and December 31, 2014 and theageerecorded investment and interest
income recognized for the three months ended M3t¢l2015 and 2014 . Purchased-credit-impaired laamsonsidered to be performing and
are not included in the tables below.

March 31, 2015 Three Months Ended March 31, 2015
Recorded
Investment Unpaid Average Interest
Net of Principal Related Recorded Income
Charge offs Balance Allowance Investment Recognized
(amounts in thousands)
With no related allowance recorded:
Commercial and industrial $ 6,92: $ 8,37¢ $ — $ 10,37¢ % 164
Commercial real estate 11,49¢ 11,64: — 15,231 191
Construction 2,32¢ 3,59¢ — 2,32¢ —
Other consumer 20 20 — 21 —
Residential real estate 1,43¢ 1,43¢ — 1,445 —
With an allowance recorded:
Commercial and industrial 6,47¢ 6,48¢ 2,29t 4,15¢ 5
Commercial real estate 1,40¢ 1,40¢ 864 1,41( —
Construction — — — — —
Other consumer 53 53 25 84 1
Residential real estate 362 362 18t 364 —
Total $ 30,50! $ 33,38: % 3,36¢ $ 3541¢ $ 361
December 31, 2014 Three Months Ended March 31, 2014
Recorded
Investment Unpaid Average Interest
Net of Principal Related Recorded Income
Charge offs Balance Allowance Investment Recognized
(amounts in thousands)
With no related allowance recorded:
Commercial and industrial $ 13,828 $ 15,34¢ % — 3 12,00 $ 99
Commercial real estate 18,971 19,12: — 17,13¢ 274
Construction 2,32t 2,32t — 2,551 —
Other consumer 21 21 — 3 —
Residential real estate 1,45¢ 3,69 — 2,391 13
With an allowance recorded:
Commercial and industrial 1,83: 1,83: 81¢ 1,65 8
Commercial real estate 1,41(C 1,41( 304 2,35( 1
Construction — — — 1,35(C 15
Other consumer 114 114 32 64 1
Residential real estate 36E 36¢ 18¢ 251 1
Total $ 40,32 $ 4423 $ 1,34: $ 39,75 $ 412
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Troubled Debt Restructurings

At March 31, 2015 and 2014 , there were $5.2 mrmilamd $5.1 million , respectively, in loans repdrées troubled debt restructurings (“TDRs”
TDRs are reported as impaired loans in the caleytar of their restructuring and are evaluatedetemnine whether they should be placed on
non-accrual status. In subsequent years, a TDRbmagturned to accrual status if it satisfies aimmimm six -month performance requirement;
however, it will remain classified as impaired. @glly, the Bancorp requires sustained performémcrine months before returning a TDF
accrual status.

Modification of purchased-credit-impaired loansttage accounted for within loan pools in accordanith the accounting standards for
purchased-credit-impaired loans do not result énrttimoval of these loans from the pool even if fications would otherwise be considered a
TDR. Accordingly, as each pool is accounted foa amngle asset with a single composite interestaatl an aggregate expectation of cash
flows, modifications of loans within such pools a considered TDRs.

The following is an analysis of loans modified itr@ubled debt restructuring by type of conces$iorihe three months ended March 31, 201t
and 2014 . There were no modifications that invéli@giveness of debt.

TDRs in Compliance with Their TDRs in Compliance with Their

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

(amounts in thousands)

Three Months Ended March 31, 2015

Extended under forbearance $ — % — 3 —
Multiple extensions resulting from financial diftitty — — —
Interest-rate reductions 19¢ 207 40t
Total $ 19¢ % 207 $ 40t
Three Months Ended March 31, 2014

Extended under forbearance $ — — $ =
Multiple extensions resulting from financial diftitty — — —
Interest-rate reductions 247 127 374
Total $ 247 % 127 % 374

The following table provides, by loan type, the @nof loans modified in troubled debt restructgsrand the related recorded investment
during the three months ended March 31, 2015 aid 20

TDRs in Compliance with Their Modified Terms and  TDRs in Compliance with Their Modified Terms and
Accruing Interest Not Accruing Interest

Number of Loans Recorded Investment Number of Loans Recorded Investment

(amounts in thousands)

Three Months Ended March 31, 2015

Commercial and industrial — 3 — — % —

Commercial real estate — — — —

Construction — — — —

Manufactured housing — — 2 207

Residential real estate 1 19¢ — —

Other consumer — — — —
Total 1 3 19¢ 2 3 207

Three Months Ended March 31, 2014

Commercial and industrial —$ — — —

Commercial real estate — — — —

Construction — — — —

Manufactured housing 1 47 2 127
Residential real estate 3 20C — —
Other consumer — — — —

Total 4 % 247 2 3 127

19






Table of Contents

At March 31, 2015 and 2014 , there were no commmts® lend additional funds to debtors whose tdre@ been modified in TDRs.

For the three months ended March 31, 2015 and 20iktrecorded investment of loans determined to&s was $0.4 million and $0.4
million , respectively, both before and after rasturing. During the three month period ended M&th2015 , two manufactured housing
TDR loans defaulted with a recorded investment®2$nillion . There were two TDRs that defaultedhe three month period ended
March 31, 2014 , with a recorded investment of $fillion .

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 8152and 2014 .

Credit Quality Indicators

Commercial and industrial, multi-family, commerciahl estate, residential real estate and congirulttans are rated based on an internally

assigned risk rating system which is assignedeatithe of loan origination and reviewed on a pddai on an “as needed” basis. Consumer,
mortgage warehouse and manufactured housing loaresaluated based on the payment activity ofdae hnd are not assigned internal risk
ratings.

To facilitate the monitoring of credit quality withthe commercial and industrial, commercial resthge, construction, multi-family and
residential real estate classes, and for purpdsmsadyzing historical loss rates used in the deileation of the allowance for loan losses for the
respective portfolio class, the Bank utilizes tbiofving categories of risk ratings: pass/satisiac(includes risk rating 1 through 6), special
mention, substandard, doubtful, and loss. Therdskg categories, which are derived from standegilatory rating definitions, are assigned
upon initial approval of credit to borrowers andlaged periodically thereafter. Pass/satisfactatipga, which are assigned to those borrowers
who do not have identified potential or well-defin@eaknesses and for whom there is a high likelihaforderly repayment, are updated
periodically based on the size and credit charisties of the borrower. All other categories arelaged on a quarterly basis during the month
preceding the end of the calendar quarter. Whaeagng risk ratings involves judgment, the riskifrg process allows management to identify
riskier credits in a timely manner and allocatedbpropriate resources to manage those loans.

The risk rating grades are defined as follows:

“1" — Pass/ Excellent

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

“2" —Pass/ Superior

Loans rated 2 are those for which the borrowerahstsong financial condition, balance sheet, opmraf cash flow, debt capacity and coveragg
with ratios better than industry norms. The borrsaef these loans exhibit a limited leverage positborrowers are virtually immune to local
economies in stable growing industries, and whearagement is well respected and the company hdg aeaess to public markets.

“3" — Pass/ Strong

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

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

“5" — Satisfactory

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

“6" — Satisfactory Bankable with Care

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

“7" —Special Mention

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

“8" — Substandard

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

“9" — Doubtful

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

“10" — Loss

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

Risk ratings are not established for home equiin$y consumer loans, and instaliment loans, mamtause these portfolios consist of a large
number of homogenous loans with smaller balanossead, these portfolios are evaluated for risknipdiased upon aggregate payment
history through the monitoring of delinquency levahd trends and are classified as performing angarforming.
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The following tables present the credit ratingsh&fnon-coveredloan portfolio as of March 31, 2015 and December2Bi4 :

March 31, 2015

Commercial
and Commercial Residential Other Manufactured
Industrial Real Estate Multi-family Construction Real Estate Consumer Housing Total
(amounts in thousands)
Pass/Satisfactory $ 592,07. $ 1,160,58. $ 2,053,337 $ 62,43( $ 27542t $ — 3 — $ 4,143,89
Special Mention 11,48 10,60¢ — — — — — 22,09:
Substandard 2,63t 6,534 — — 1,741 — — 10,81(
Performing (1) — — — — — 1,324 112,13¢ 113,45
Non-performing (2) — — — — — — 9,48¢ 9,48¢
Total $ 606,090 $ 1,177,72' $ 2,053,37¢ $ 62,43( $ 277,160 $ 1,32« % 121,62: $ 4,299,73
December 31, 2014
Commercial
and Commercial Residential Other Manufactured
Industrial Real Estate Multi-family Construction Real Estate Consumer Housing Total
(amounts in thousands)
Pass/Satisfactory $ 524,84¢ $ 1,109,560 $ 2,127,03. $ 56,66¢ $ 283,24( $ — 3 — $ 4,101,35!
Special Mention 13,23¢ 16,00: — — 243 — — 29,48:
Substandard 2,34 6,50¢ — — 1,52( — — 10,36¢
Performing (1) — — — — — 1,541 115,08t 116,62
Non-performing (2) — — — — — — 11,64: 11,64
Total $ 540,43( $ 1,132,07. $ 2,127,03 $ 56,66¢ $ 285,000 $ 1,541 $ 126,73 $ 4,269,48
(1) Includes consumer and other installment loans ulgjest to risk rating
(2) Includes loans that are past due and still accrntggest and loans on nonaccrual st
The following tables present the credit ratingshafcoveredloan portfolio as of March 31, 2015 and December28i4 ;
March 31, 2015
Commercial
and Commercial Residential
Industrial Real Estate Multi-family Construction Real Estate  Other Consumer Total
(amounts in thousands)
Pass/Satisfactory $ 1,061 $ 10,117 $ 361 — $ 10,75! % — $ 22,29:
Special Mention — 4,04¢ — — — — 4,04¢
Substandard 68t 2,18¢ — 3,97¢ 1,407 — 8,251
Performing (1) — — — — — 2,56¢ 2,56¢
Non-performing (2) — — — — — 20¢ 20¢
Total $ 1,74¢ $ 16,34 $ 361 3,97t $ 12,15¢ % 2771 % 37,36¢
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December 31, 2014

Commercial
and Commercial Residential
Industrial Real Estate Multi-family Construction Real Estate  Other Consumer Total

(amounts in thousands)
Pass/Satisfactory $ 1,10¢ $ 10,200 $ 372 % — $ 10,98 % — % 22,66¢
Special Mention — 5,07¢ — — — — 5,07¢
Substandard 1,131 2,30z — 6,70% 1,407 = 11,54¢
Performing (1) — — — — — 2,61( 2,61(
Non-performing (2) — — — — — 282 282

Total $ 2,23t $ 17,58 $ 372 % 6,70t $ 12,39: $ 2,89 % 42,18

(1) Includes consumer and other installment loans ulgjest to risk rating
(2) Includes loans that are past due and still accrintggest and loans on nonaccrual st

As of March 31, 2015, the Bank had $5.3 milliorredidential real estate held in other real estateed. As of March 31, 2015, the Bank had
initiated foreclosure proceedings on residential estate securing outstanding loan balances afrflion .

Allowance for loan losse

The changes in the allowance for loan losses fothhee months ended March 31, 2015 and 2014 anddihs and allowance for loan losses
by loan class based on impairment evaluation mediheds 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

Three Months Ended and Commercial Residential Manufactured Other

March 31, 2015 Industrial Real Estate Multi-family Construction Real Estate Housing Consumer Total

(amounts in thousands)

Beginning Balance, January 1, 2015 ¢ 4746 $ 1357 $  B849: $ 1,041 $ 2,69 $ 26z $ 114 $ 30,93
Charge-offs (22) (31¢) — (769) — — (36) (1,149
Recoveries 45 _ _ 1E _ _ 83 14z
Provision for loan losses 1,97 1,067 (297) 55¢ 297 84 (52) 3,63t

Ending Balance, March 31, 2015 $ 6,747 $ 14,32: % 8,19¢ $ 85z % 2,99t $ 346 $ 10¢ $  33,56¢

Loans:

Individually evaluated for

impairment $ 13,40 $ 12,9080 $ — % 232 % 1,80 $ — % 73 $ 30,50:
Collectively evaluated for

impairment 592,32: 1,149,36: 2,051,19 62,34: 277,66( 117,74 3,79¢ 4,254,42
Loans acquired with credit

deterioration 2,11« 31,79¢ 2,54¢ 1,731 9,86¢ 3,87¢ 234 52,17

$ 607,83 $ 1,19407. $205374 $ 66,40¢ $ 289,321 $ 121,62 $ 4,101  $4,337,10

Allowance for loan losses:

Individually evaluated for

impairment $ 2,298 3 864 $ — 3 —  $ 18t % — 3 28 $ 3,36¢

Collectively evaluated for

impairment 4,29¢ 8,64% 8,19¢ 46¢ 1,64¢ 90 30 23,37:

Loans acquired with credit

deterioration 15¢ 4,812 —_ 384 1,162 25¢€ 54 6,82¢
$ 6,741 $ 1432: % 8,19¢ $ 85z $ 2,99 $ 34 3 10¢ $ 33,56¢
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Commercial

Three Months Ended and Commercial Residential Manufactured Other

March 31, 2014 Industrial Real Estate Multi-family Construction Real Estate Housing Consumer Total

(amounts in thousands)

Beginning Balance, January 1, 2014 $ 2674 $ 1147¢ $ 4221 $ 238 $ 249 $ 614 $ 13C $ 23,99
Charge-offs — (24¢) — — (28¢) — — (536)
Recoveries 90 25 = = 224 = 2 341
Provision for loan losses (281) 1,371 1,99: (43) (119) (21) (5 2,901

Ending Balance, March 31, 2014 $ 248 $ 1263 $ 6220 $ 234; $ 2307 $ 59: $ 127 $ 26,70:

As of December 31, 2014

Loans:

Individually evaluated for impairment ¢ 1565¢ $ 20,387 $ — % 232 $ 1,822 $ — $ 13 $ 4032
Collectively evaluated forimpairment 52433t 1,096,68  2,124,82 56,51( 285,60 122,71! 4,050  4,214,71
Loans acquired with credit deterioration 2,672 32,58¢ 2,58¢ 4,53¢ 9,967 4,01¢ 24¢ 56,61

$ 542,66! $1,14965 $2,127,400 $ 63,37¢ $ 297,39! $ 126,73 $ 4,43t $4,311,66

Allowance for loan losses:

Individually evaluated for impairment g 81e $ 304 $ — 3% — % 18 $ — % 32 3 1,34;
Collectively evaluated for impairment 3,76¢€ 8,33¢ 8,49: 424 1,43¢ 92 o8 2257t
Loans acquired with credit deterioratiol 67 4,932 — 625 1,074 17C 54 7,01F

$ 4,74¢ $ 1357: $ 8,49 $ 1,047 % 2,69¢ $ 26z  $ 114 $ 30,93

The non-covered manufactured housing portfolio puaghased in August 2010. A portion of the purchasge may be used to reimburse the
Bank under the specified terms in the purchasecaggat for defaults of the underlying borrower atttbo specified items. At March 31, 2015
and December 31, 2014 , funds available for reisdment, if necessary, were $1.1 million and $3l0ani, respectively. Each quarter, these
funds are evaluated to determine if they woulduféicient to absorb the probable incurred lossahiwithe manufactured housing portfolio.

The changes in accretable yield related to purchasedit-impaired loans for the three months endadch 31, 2015 and 20Mere as follows

Three Months Ended March 31,

2015 2014
(amounts in thousands)
Accretable yield balance, beginning of period $ 17,60¢ $ 22,55
Accretion to interest income (660) (1,080
Reclassification from nonaccretable difference disgosals, net (1,527) (85¢)
Accretable yield balance, end of period $ 15,42  $ 20,61¢
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NOTE 8 — SHARE-BASED COMPENSATION

Stock Options

There were no stock options granted, exercisedréeifed during the three months ended March 31520

The following table summarizes stock option acyivdr the three months ended March 31, 2015 .

Weighted-
Weighted- average
average Remaining Aggregate
Number Exercise Contractual Intrinsic
of Options Price Term in Years Value
(amount in thousands, except Weighted-average isggpdice)
Outstanding at January 1, 2015 3,168,06° $ 12.61
Granted — —
Exercised — —
Forfeited — —
Outstanding at March 31, 2015 3,168,06 $ 12.61 6.95 $ 37,24¢
Exercisable at March 31, 2015 13,68! ¢ 16.67 229 $ 11¢

Restricted Stock Uni

There were 146,920 restricted stock units grantethd the three months ended March 31, 2015 . ©f&tigregate restricted stock units
granted, 84,392 were granted under the Bonus Ré&@wygand Retention Program and are subject tofpear cliff vesting. The remaining ur
are subject to three -year waterfall vesting witle ¢third of the amount vesting annually. The follegvtable summarizes restricted stock unit
activity for the three months ended March 31, 2015

Weighted-

Restricted average Grant-

Stock Units date Fair Value
Outstanding and unvested at January 1, 2015 788,97. $ 13.0C
Granted 146,92( 19.0¢
Vested (62,605 11.4¢
Forfeited (1,65¢) 14.3:
Outstanding and unvested at March 31, 2015 871,62( ¢ 14.1°%

Total share-based compensation expense for the thoaths ended March 31, 2015 and 2014 was $1lipménd $1.0 million , respectively.

Customers Bancorp has a policy that permits iesctiinrs to elect to receive shares of voting comstook in lieu of their cash retainers. Dur
the three months ended March 31, 2015 , Custonemsd®p issued 10,631 shares of voting common statbka fair value of $0.3 million to
directors as compensation for their services dutiedirst three months of 2015 he fair values were determined based on theioggice of
the common stock on the day the shares were issued.

NOTE 9 — REGULATORY MATTERS

The Bank and the Bancorp are subject to variouslaggry capital requirements administered by tlefal banking agencies. Failure to meet
the minimum capital requirements can result inarrnandatory, and possibly additional discretignactions by regulators that, if
undertaken, could have a direct material effedh@Bancorp’s financial statements. Under captialgmacy guidelines and the regulatory
framework for prompt corrective action, the Bankl @ancorp must meet specific capital guidelinegithalve quantitative measures of their
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, riskhtigigs and other factors. Prompt corrective
action provisions are not applicable to bank hadiompanies.
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Quantitative measures established by regulati@nsare capital adequacy require the Bank and Bprioanaintain minimum amounts and
ratios (set forth in the following table) of tothd Tier 1 capital to risk-weighted assets andief T capital to average assets (as defined in th
regulations). At March 31, 2015 and December 31420he Bank and Bancorp met all capital adequegyirements to which they were
subject.

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

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

To Be Well Capitalized

Under
For Capital Adequacy Prompt Corrective Action
Actual Purposes Provisions
(amounts in thousands) Amount Ratio Amount Ratio Amount Ratio
As of March 31, 2015:
Common equity Tier 1 (to risk weighted
assets)
Customers Bancorp, Inc. $ 454,88! 8.28% $ 248,01 4.5% N/A N/A
Customers Bank $ 496,01 9.05% $ 246,74: 45 $ 356,40: 6.5%
Total capital (to risk weighted assets)
Customers Bancorp, Inc. $ 587,47 10.6¢% $ 440,91 8.(% N/A N/A
Customers Bank $ 639,58 11.66% $ 438,65: 8.(% $ 548,31 10.(%
Tier 1 capital (to risk weighted assets)
Customers Bancorp, Inc. $ 454,88 8.28% $ 330,68« 6.C% N/A N/A
Customers Bank $ 496,01 9.0t% $ 328,98t 6.(% $ 438,65: 8.C%
Tier 1 capital (to average assets)
Customers Bancorp, Inc. $ 454,88 6.79% $ 270,91! 4.C% N/A N/A
Customers Bank $ 496,01 7.35% $ 269,80: 4% $ 337,25 5.C%
As of December 31, 2014:
Total capital (to risk weighted assets)
Customers Bancorp, Inc. $ 578,64 11.0¢% $ 417,47 8.(% N/A N/A
Customers Bank $ 621,89 1198 $ 415,14 8.(% $ 518,92¢ 10.(%
Tier 1 capital (to risk weighted assets)
Customers Bancorp, Inc. $ 437,71 8.3% $ 208,73 4.(% N/A N/A
Customers Bank $ 480,96 9.21% $ 207,57( 40% $ 311,35¢ 6.0%
Tier 1 capital (to average assets)
Customers Bancorp, Inc. $ 437,71 6.6% $ 261,62 4.C% N/A N/A
Customers Bank $ 480,96: 7.3% $ 260,46: 4.C% $ 32557 5.0%

The new risk-based capital rules adopted effectaraiary 1, 2015 require that banks and holding emieg maintain a "capital conservation
buffer" of 250 basis points in excess of the "minimcapital ratio." The minimum capital ratio equate the prompt corrective action
adequately capitalized threshold ratio. The capivalservation buffer will be phased in over fouangebeginning on January 1, 2016, with a
maximum buffer of 0.625% of risk weighted assets2@16, 1.25% for 2017, 1.875% for 2018, and 2.6%®2D19 and thereafter. Failure to
maintain the required capital conservation buffék nesult in limitations on capital distributiorasd on discretionary bonuses to executive
officers.
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NOTE 10 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

The Bancorp uses fair value measurements to réairdalue adjustments to certain assets and ifegsiland to disclose the fair value of its
financial instruments. FASB ASC 82%.inancial Instruments requires disclosure of the estimated fair valuanoentity’s assets and liabilities
considered to be financial instruments. For thed®gm as for most financial institutions, the méajoof its assets and liabilities are considered
to be financial instruments. However, many of thes&ruments lack an available trading market asatterized by a willing buyer and willing
seller engaging in an exchange transaction. Forédile disclosure purposes, the Bancorp utilizgthin fair value measurement criteria unde
the FASB ASC 820Fair Value Measurements and Disclosures explained below.

In accordance with ASC 820, the fair value of afidial instrument is the price that would be reedito sell an asset or paid to transfer a
liability in an orderly transaction between margatticipants at the measurement date. Fair valbesgsdetermined based upon quoted marke
prices. However, in many instances, there are mtegumarket prices for the Bancorp’s various finahostruments. In cases where quoted
market prices are not available, fair values ametian estimates using present value or othertiafuichniques. Those techniques are
significantly affected by the assumptions useduitiog the discount rate and estimates of futush dlows. Accordingly, the fair value
estimates may not be realized in an immediateesedtht of the instrument.

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

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

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

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

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

The following methods and assumptions were usestimate the fair values of the Bancorp’s finaniriatruments as of March 31, 2015 and
December 31, 2014 :

Cash and cash equivalents:

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

Investment securities:

The fair values of investment securities availdbtesale are determined by obtaining quoted maskiees on nationally recognized and foreigr
securities exchanges (Level 1), matrix pricing @le®), which is a mathematical technique used widethe industry to value debt securities
without relying exclusively on quoted market pri¢esthe specific securities but rather by relysngthe 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, Federal Reserve Bamnkl other restricted stock approximates fair vadnel, considers the limited marketabi
of such securities. These assets are included\as Rdair values, based upon the lowest levehpfit that is significant to the fair value
measurements.
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Loans held for sale - Residential mortgage loans:

The Bancorp generally estimates the fair valuagsiflential mortgage loans held for sale basecomadtments on hand from investors within
the secondary market for loans with similar chasastics. These assets are included as Level 2dhies, based upon the lowest level of inpu
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 mogegaplus accrued interest and fees, as
specified in the respective agreements. The loasdsl by mortgage companies as short-term briggading between the funding of mortgage
loans and the finalization of the sale of the lomnan investor. Changes in fair value are not etgabto be recognized since at inception of the
transaction the underlying loans have already lse&hto an approved investor. Additionally, theenaist rate is variable, and the transaction is
short-term, with an average life of 16 days fromchbase to sale. These assets are included as 2 &sielvalues, based upon the lowest level o
input that is significant to the fair value measneats.

Loans held for sale — Multi-family loans:

The fair values of multi-family loans held for sae estimated using pricing indications from lettef intent with third-party investors or
recent sale transactions within the secondary nsfke loans with similar characteristics. Thessets are included as Level 3 fair values,
based upon the lowest level of input that is sigaift to the fair value measurements.

Loans receivable, net of allowance for loan losses:

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

Impaired loans:

Impaired loans are those that are accounted foerud8C 450Contingencies in which the Bancorp has measured impairment gdipdased
on the fair value of the loan’s collateral. Faitueais generally determined based upon indeperttedtparty appraisals of the properties that
collateralize the loans, or discounted cash floasell upon the expected proceeds. These assatsladed as Level 3 fair values, based upon
the lowest level of input that is significant tetfair value measurements.

FDIC loss sharing receivable:

The FDIC loss sharing receivable is measured stpafaom the related covered assets, as it icaotractually embedded in the assets and i
not transferable with the assets should the absetsld. Fair value is estimated using projectesth dmws related to the loss sharing agreen
based on the estimated losses to be incurred dodhe and the expected reimbursements for losseg the applicable loss share percentage
These cash flows are discounted to reflect thenastid timing of the receipt of the loss share reirmbment from the FDIC. This asset is
included as Level 3 fair value, based upon the siwavel of input that is significant to the faelue measurements.

Other real estate owned:

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

Practice. Appraisals are certified to the Bancaomp jperformed by appraisers on the Bancorp’s apprtéseof 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 vahaessd upon the lowest level of input that is
significant to the fair value measurements.

Deposit liabilities:

The fair values disclosed for demand deposits,(ltgrest and non-interest checking, passboolkhgavand money market deposit accounts)
are, by definition, equal to the amount payablelemand at the reporting date (i.e., their carrgingunts). These liabilities are included as
Level 1 fair values, based upon the lowest levéhpiit that is significant to the fair value measuents.
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Fair values for fixed-rate certificates of depa@si estimated using a discounted cash flow calounl#état applies interest rates currently being
offered in the market on certificates to a schedfileggregated expected monthly maturities on tieygosits. These liabilities are included as
Level 2 fair values, based upon the lowest levéhpiit that is significant to the fair value measuents.

Federal funds purchased:

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

Derivatives (Assets and Liabilities):

The fair values of interest rate swaps and cregfivvdtives are determined using models that inaareareadily observable market data into a
market standard methodology. This methodology tietsliscounted future fixed cash receipts and ibednted expected variable cash
payments. The discounted variable cash paymentsazetl on expectations of future interest rategsetfrom observable market interest rate
curves. In addition, fair value is adjusted for #ifect of nonperformance risk by incorporatingditealuation adjustments for the Bancorp
its counterparties. These assets and liabilitiesrariuded as Level 2 fair values, based upondhvest level of input that is significant to ther
value measurements.

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

Off-balance-sheet financial instruments:

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

The following information should not be interpreteslan estimate of the fair value of the entireddgm since a fair value calculation is only
provided for a limited portion of the Bancorp’s etssand liabilities. Due to a wide range of valoatiechniques 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, 2015 Bedember 31, 2014 .

(amounts in thousands)

Assets:

Cash and cash equivalents

Investment securities, available for sale
Loans held for sale

Loans receivable, net of allowance for loan

losses

FHLB, Federal Reserve Bank and other
restricted stock

FDIC loss sharing receivable

Derivatives
Liabilities:
Deposits

FHLB advances
Other borrowings
Subordinated debt

Derivatives

(amounts in thousands)

Assets:

Cash and cash equivalents

Investment securities, available for sale
Loans held for sale

Loans receivable, net of allowance for loan

losses

FHLB, Federal Reserve Bank and other stock
FDIC loss sharing receivable

Derivatives
Liabilities:
Deposits

FHLB advances
Other borrowings
Subordinated debt

Derivatives

Fair Value Measurements at March 31, 2015

Significant
Quoted Prices in Active  Significant Other Unobservable
Carrying Estimated Markets for Identical Observable Inputs Inputs

Amount Fair Value Assets (Level 1) (Level 2) (Level 3)
333,820 % 333,820 % 333,820 % — % —
396,19:- 396,19:- 22,30¢ 373,88 —
1,758,08. 1,758,69! — 1,676,89. 81,80
4,304,28! 4,311,841 — — 4,311,84:
81,79¢ 81,79¢ — 81,79¢ —
3,421 3,421 — — 3,42
8,81( 8,81( — 8,72: 87
4,893,32 $ 4,905,100 $ 3,059,45 $ 1,845,64. $ —
1,545,00 1,547,46! 1,175,14 372,31¢ —
88,25( 92,92¢ 67,67¢ 25,25( —
110,00( 113,02! — 113,02! —
12,93¢ 12,93¢ — 12,93¢ —

Fair Value Measurements at December 31, 2014
Significant
Quoted Prices in Active  Significant Other Unobservable
Carrying Estimated Markets for Identical Observable Inputs Inputs

Amount Fair Value Assets (Level 1) (Level 2) (Level 3)
371,020 % 371,020 $ 371,020 $ — % —
416,68! 416,68! 24,27( 392,41! —
1,435,45 1,436,46! — 1,335,66:! 100,79:
4,281,24 4,285,53 — — 4,285,53
82,00: 82,00: — 82,00z —
2,32( 2,32( — — 2,32(
7,552 7,552 — 7,50¢ 43
4,532,531 $ 4,540,50 $ 2,820,87" $ 1,719,633 $ —
1,618,001 1,619,85! 1,298,00! 321,85¢ —
88,25( 92,06¢ 66,94 25,12¢ —
110,00( 111,92! — 111,92! —
9,71¢ 9,71¢ — 9,71¢ —

30




Table of Contents

For financial assets and liabilities measured iatviue on a recurring and nonrecurring basis félirevalue measurements by level within the
fair value hierarchy used at March 31, 2015 andeldser 31, 2014 were as follows:

March 31, 2015
Fair Value Measurements at the End of the Reportindgeriod Using

Quoted Prices in Significant Other Significant
Active Markets for Identical Observable Inputs Unobservable
Assets (Level 1) (Level 2) Inputs (Level 3) Total
(amounts in thousands)
Measured at Fair Value on a Recurring Basis:
Assets
Available-for-sale securities:
Mortgage-backed securities $ — 358,717 $ — $ 358,71
Corporate notes — 15,17: — 15,17:
Equity securities 22,30t — — 22,30¢
Derivatives (1) — 8,72: 87 8,81(
Loans held for sale — fair value option — 1,676,89: — 1,676,89.
Total assets - recurring fair value measurements ~ $ 22,308 $ 2,059,50: $ 87 $ 2,081,89
Liabilities
Derivatives (2) $ — $ 12,93¢ $ — $ 12,93¢
Measured at Fair Value on a Nonrecurring Basis:
Assets
Impaired loans, net of specific reserves of $3,369 — % — ¢ 4,94: % 4,94
Other real estate owned — — 54¢€ 54€
Total assets - nonrecurring fair value measurements$ — 8 — % 5,48¢ $ 5,48¢

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

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

(1) Included in Other Asse
(2) Included in Other Liabilitie
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The changes in Level 3 assets measured at faie walwa recurring basis for the three months endativid1, 2015 and 2014 are summarized

as follows.

Three Months Ended March 31, 2015
(amounts in thousands)

Balance at January 1, 2015
Issuances

Settlements

Balance at March 31, 2015

Three Months Ended March 31, 2014
(amounts in thousands)

Balance at January 1, 2014
Issuances

Settlements

Balance at March 31, 2014

Residential
Mortgage
Loan
Commitments
$ 43
87
(43
$ 87
Residential
Mortgage
Loan
Commitments
$ 24C
10¢
(240
$ 10z

The Bancorp’s policy is to recognize transfers leetwfair value levels when events or circumstam@sant transfers. There were tnansfer:

between levels during the first three months of226ar 2014.

The following table summarizes financial assets famghcial liabilities measured at fair value asvtdrch 31, 2015 and December 31, 2014 or

a recurring and nonrecurring basis for which thad®ap utilized Level 3 inputs to measure fair value

March 31, 2015

(amounts in thousands)

Impaired loans

Other real estate owned

Residential mortgage loan commitments

December 31, 2014

(amounts in thousands)

Impaired loans

Other real estate owned

Residential mortgage loan commitments

Quantitative Information about Level 3 Fair Value Measurements

Fair Value Range (Weighted
Estimate Valuation Technique Unobservable Input Average) (3)
$ 4,94% Collateral appraisal (1) Liquidation expenses (2) (8)%
54€ Collateral appraisal (1) Liquidation expenses (2) (8)%
87 Adjusted market bid Pull-through rate 80%
Quantitative Information about Level 3 Fair Value Measurements
Fair Value Range (Weighted
Estimate Valuation Technique Unobservable Input Average) (3)
$ 2,38C Collateral appraisal (1) Liguidation expenses (2) (8)%
9,14¢ Collateral appraisal (1)  Liguidation expenses (2) (8)%
43 Adjusted market bid Pull-through rate 80%

(1) Obtained from approved independent appraiggigraisals are current and in compliance with itnealicy. The Bancorp does not

discount appraisals.
(2) Fair value is adjusted for costs to ¢

(3) Presented as a percentage of the value determynapnaisa
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NOTE 11 — DERIVATIVE INSTRUMENTS AND HEDGING ACTIVI TIES
Risk Management Objectives of Using Derivatives

Customers Bancorp is exposed to certain risksngrisom both its business operations and econooniditions. Customers Bancorp manages
economic risks, including interest rate, liquidiand credit risk, primarily by managing the amowsotjrces, and durations of its assets and
liabilities. Specifically, Customers Bancorp entit® derivative financial instruments to managpasures that arise from business activities
that result in the receipt or payment of futurewnand uncertain cash amounts, the value of whiellatermined by interest rates. Customer
Bancorp’s derivative financial instruments are uethanage differences in the amount, timing, amétibn of Customers Bancogknown o
expected cash receipts and its known or expect&ugayments principally related to certain fixatie borrowings. Customers Bancorp alsc
interest-rate derivatives resulting from a seryioavided to certain qualifying customers, and tfames they are not used to manage the Bank’:
interest-rate risk in assets or liabilities. ThexBaanages a matched book with respect to its al@révinstruments used in this customer
service in order to minimize its net risk expostgsulting from such transactions.

Cash Flow Hedges of Interest Rate Risk

Customers Bancorp’s objectives in using interet-g@rivatives are to add stability to interestenge and to manage exposure to interest-rat
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@erivatives designated and qualifying as casl thedges is recorded in accumulated other
comprehensive income and is subsequently recledsiito earnings in the period that the hedgedcimd transaction affects earnings. Dt
the three months ended March 31, 2015 and 201¢h,derivatives were used to hedge the variable ftawsis associated with a forecasted
issuance of debt. The ineffective portion of tharae in fair value of the derivatives is to be grimed directly in earnings. During the three
months ended March 31, 2015 and 2014 , Customersdga did not record any hedge ineffectiveness.

Amounts reported in accumulated other comprehernsoame related to derivatives will be reclassifiednterest expense as interest paymen
are made on the Bancorp’s variable-rate debt. Tdre8rp does not expect to reclassify any amouats &#ccumulated other comprehensive
income to interest expense during the next 12 nsoashCustomers Bancorp’s derivatives are effeetitex April 2016.

Customers Bancorp is hedging its exposure to thiabitity in future cash flows for forecasted traons over a maximum period of 24
months (excluding forecasted transactions relaie¢td payment of variable interest on existingriitial instruments).

At March 31, 2015 and December 31, 2014, Custoansorp had one outstanding interest rate der@atith a notional amount of $150.0
million that was designated as a cash flow hedgetefest rate risk. The hedge expires in April201

Derivatives Not Designated as Hedging Instruments

The Bank executes interest rate swaps with comaddranking customers to facilitate their respectisk management strategies (typically the
loan customers will swap a floating-rate loan fixad-rate loan). The customer interest rate sveapssimultaneously offset by interest rate
swaps that the Bank executes with a third partyrdier to minimize interest rate risk exposure m@sglfrom such transactions. Since the
interest rate swaps associated with this programodoneet the hedge accounting requirements, clsangdhe fair value of both the customer
swaps and the offsetting third-party market swaps@cognized directly in earnings. At March 31120 the Bancorp had 46 interest rate
swaps with an aggregate notional amount of $263l®mrelated to this program. At December 31, 20the Bancorp had 44 interest rate
swaps with an aggregate notional amount of $251lIbmrelated to this program.

The Bank enters into residential mortgage loan camenmts in connection with its mortgage bankingwdii¢s to fund mortgage loans at
specified rates and times in the future. These cionmemts are short-term in nature and generallyrexpi 30 to 60 days. The residential
mortgage loan commitments that relate to the oaiim of mortgage loans that will be held for sale considered derivative instruments ur
applicable accounting guidance and are reportéairatalue, with changes in fair value recordecdily to earnings. At March 31, 2015 and
December 31, 2014 , the Bank had an outstandirigmadtbalance of residential mortgage loan commitimef $3.0 million and $3.8 million ,
respectively.
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The Bank also purchased credit derivatives to hédg@erformance risk associated with one of itmberparties. These derivatives are not
designated as hedging instruments and are repatrfad value, with changes in fair value reportiéectly in earnings. At March 31, 2015 and
December 31, 2014, the Bank had an outstandingmaitbalance of credit derivatives of $14.8 millamd $13.4 million , respectively.

Fair Value of Derivative Instruments on the BalanceSheet

The following table presents the fair value of Bencorp’s derivative financial instruments as vealltheir classification on the balance sheet
of March 31, 2015 and December 31, 2014 .

March 31, 2015

Derivative Assets Derivative Liabilities

Balance Sheet

Balance Sheet

Location Fair Value Location Fair Value
(amounts in thousands)
Derivatives designated as cash flow hedges:
Interest rate swaps Other assets $ —  Other liabilities  $ 3,891
Total $ — $ 3,891
Derivatives not designated as hedging instruments:
Interest rate swaps Other assets $ 8,51t  Other liabilities $ 9,04
Credit contracts Other assets 20¢ Other liabilities —
Residential mortgage loan commitments Other assets 87  Other liabilities —
Total $ 8,81( $ 9,047

December 31, 2014
Derivative Liabilities

Derivative Assets

Balance Sheet Balance Sheet

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

Effect of Derivative Instruments on Comprehensive mcome

The following tables present the effect of the Bapts derivative financial instruments on compretiea income for the three months ended
March 31, 2015 and 2014 .

Three Months Ended March 31, 2015

Amount of Income
Recognized in Earnings

Income Statement Location

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

Interest rate swaps Other non-interest income $ 121
Credit contracts Other non-interest income 3C
Residential mortgage loan commitments Mortgage loan and banking income 44

Total $ 19t
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Three Months Ended March 31, 2014
Amount of Income (Loss)

Income Statement Location Recognized in Earnings
(amounts in thousands)
Derivatives not designated as hedging instruments:
Interest rate swaps Other non-interest income $ 52C
Credit contracts Other non-interest income (149
Residential mortgage loan commitments Mortgage loan and banking income (137)
Total $ 234

Three Months Ended March 31, 2015

Location of Gain (Loss) Amount of Gain (Loss)
Amount of Loss Reclassified from Reclassified from
Recognized in OCI on Accumulated OCI into Accumulated OCI into
Derivatives (Effective Portion) (1) Income (Effective Portion) Income (Effective Portion)
(amounts in thousands)
Derivative in cash flow hedging relationships:
Interest rate swaps $ (1,169 |nterest expense $ —

Three Months Ended March 31, 2014

Location of Gain (Loss) Amount of Gain (Loss)
Amount of Gain Reclassified from Reclassified from
Recognized in OCI on Accumulated OCI into Accumulated OCI into
Derivatives (Effective Portion) (1) Income (Effective Portion) Income (Effective Portion)

(amounts in thousands)
Derivative in cash flow hedging relationships:
Interest rate swaps $ 432 |nterest expense $ —

(1) Net of taxe

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 thitke counterparties that maintain credit
ratings of high quality.

Agreements with major derivative dealer counteipartontain provisions whereby default on any efBancorp’s indebtedness would be
considered a default on its derivative obligatioftse Bancorp also has entered into agreementsahédin provisions under which the
counterparty could require the Bancorp to seti®liligations if the Bancorp fails to maintainstatus as a well/adequately-capitalized
institution. As of March 31, 2015, the fair valofederivatives in a net liability position (whichdludes accrued interest but excludes any
adjustment for nonperformance-risk) related toeghegreements was $13.2 million . In addition, th@&rp has minimum collateral posting
thresholds with certain of these counterpartiesaridarch 31, 2015 had posted $12.8 million of casleollateral. The Bancorp records cash
posted as collateral as a reduction in the outstgrizthlance of cash and cash equivalents and agaise in the balance of other assets.

Disclosures about Offsetting Assets and Liabilities

The following tables present derivative instrumeht are subject to enforceable master nettirgngements. The Bancorp’s interest rate
swaps with institutional counterparties are subjechaster netting arrangements and are includétkitable below. Interest rate swaps with
commercial banking customers and residential mgeadaan commitments are not subject to mastemugettirangements and are excluded
from the table below. The Bancorp has not maddiaypelection to offset its derivative positions.
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Offsetting of Financial Assets and Derivative Asset
At March 31, 2015

Net Gross Amounts
Amounts of not Offset in the
Gross Assets Consolidated
Amounts Presented Balance Sheet
Gross Offset in the in the
Amount of Consolidated Consolidated Cash
Recognized Balance Balance Financial Collateral Net
Assets Sheet Sheet Instruments Received Amount
(amounts in thousands)
Description
Interest rate swap derivatives with institutional
counterparties $ 20€ $ — % 20 % 206 $ - $ —
Offsetting of Financial Liabilities and Derivative Liabilities
At March 31, 2015
Net Gross Amounts
Amounts of not Offset in the
Gross Liabilities Consolidated
Amounts Presented Balance Sheet
Gross Offset in the in the
Amount of Consolidated Consolidated Cash
Recognized Balance Balance Financial Collateral Net
Liabilities Sheet Sheet Instruments Pledged Amount
(amounts in thousands)
Description
Interest rate swap derivatives with institutional
Counterparties $ 12,935 $ —_— $ 12,935 $ 20¢& $ 12,73( $ —_
Offsetting of Financial Assets and Derivative Asset
At December 31, 2014
Net Gross Amounts
Amounts of not Offset in the
Gross Assets Consolidated
Amounts Presented Balance Sheet
Gross Offset in the in the
Amount of Consolidated Consolidated Cash
Recognized Balance Balance Financial Collateral Net
Assets Sheet Sheet Instruments Received Amount
(amounts in thousands)
Description
Interest rate swap derivatives with institutional B ; B
counterparties $ 192§ — % 192 % 192 % - $ —
Offsetting of Financial Liabilities and Derivative Liabilities
At December 31, 2014
Net Gross Amounts
Amounts of not Offset in the
Gross Liabilities Consolidated
Amounts Presented Balance Sheet
Gross Offset in the in the
Amount of Consolidated Consolidated Cash
Recognized Balance Balance Financial Collateral Net
Liabilities Sheet Sheet Instruments Pledged Amount
(amounts in thousands)
Description
Interest rate swap derivatives with institutional ; . B
counterparties $ 9,70: $ — % 9,70: % 19z $ 9,511 $ —
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ITEM 2. Management'’s Discussion and Analysis of Fiancial Condition and Results of Operations.
Cautionary Note Regarding Forward-Looking Statemen$

This report and all attachments hereto as welklasravritten or oral communications made from tiimé¢ime by Customers Bancorp may
contain certain forward-looking information withihe meaning of the Securities Act of 1933, as areéndnd the Securities Exchange Act of
1934, as amended. These statements relate to utergs or future predictions, including eventpr@dictions relating to future financial
performance, and are generally identifiable byube of forward-looking terminology such as “beligyéexpects,” “may,” “will,” “should,”
“plan,” “i anticipates,” “strategiesdr the negative thereof or comparable terminol@gyhy discussion of strategy that involve risks

” w ”

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

correct. These forwarlboking statements are subject to significant uladeties and contingencies, many of which are bdybe control of th
Bancorp and the Bank. Although the expectatiorlectdd in the forward-looking statements are culydrelieved to be reasonable, future
results, levels of activity, performance or achieeats cannot be guaranteed. Accordingly, thereébeamo assurance that actual results will
meet expectations or will not be materially lowart the results contemplated in this report araththents hereto. You are cautioned not to
place undue reliance on these forward-looking states, which speak only as of the date of thisntep in the case of documents referred to,
the dates of those documents. Neither CustomersdBamor the Bank undertakes any obligation toasgepublicly or otherwise provide any
revisions to these forward-looking statements fieceevents or circumstances after the date afréyort or to reflect the occurrence of
unanticipated events, except as may be requiredrwapplicable law.

Management'’s discussion and analysis represeraggamiew of the financial condition and resultsopierations, and highlights the significant
changes in the financial condition and resultspdrations, as presented in the accompanying caiaget 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 significaarigés and trends related to Customers Ba'’s financial condition and results of
operations as of and for the three months endediMzit, 2015 . 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
Operations” included in Customers Bancorp’s filorgForm 10-K for the fiscal year ended December2814 (2014 Form 10-K”).

Critical Accounting Policies

We have adopted various accounting policies thaegothe application of accounting principles gatigraccepted in the United States of
America and that are consistent with general prastwithin the banking industry in the preparatbour financial statements. Our significant
accounting policies are described in “NOTE 3 — SIEIRANT ACCOUNTING POLICIES AND BASIS OF PRESENTADN” to our
audited financial statements included in our 20&/#10-K and updated in this report on Form 10-Xle quarterly period ended March 31,
2015 .

Certain accounting policies involve significant gudents and assumptions by Customers Bancorp thatedhmaterial impact on the carrying
value of certain assets and liabilities. We considese accounting policies to be critical accaumpolicies. The judgment and assumptions
used are based on historical experience and aibtrg, which are believed to be reasonable uh@ecitcumstances. Because of the nature o
the judgments and assumptions management makea) eetults could differ from these judgments astth@ates, which could have a material
impact on the carrying values of our assets arfulitias and our results of operations. There hagen no material changes in our critical
accounting policies, judgments and estimates, distuassumptions or estimation techniques utilizsd;ompared to those disclosed in our
2014 Form 10-K.

First Quarter Events of Note

Customers Bancorp continued its strong financidigomance through first quarter 2015 . Most notabiyal assets were $7.1 billion at
March 31, 2015, an increase of $0.3 billion fromcBmber 31, 2014 . During first quarter 2015 , @ustrs achieved significant organic loan
and deposit growth as loan balances increasedofiid® and deposits grew $0.4 billion . Duringsimuarter 2015 , commercial loans
including loans held for sale increased $362 millidsset quality remained high and capital ratiaseeded levels established for “well-
capitalized” banks. Financial results for first ¢ea 2015 included strong earnings of $14.0 millj@record high, or $0.49 per diluted share.
Return on average common equity continued to ttgmwaards, reaching 12.5% for first quarter 208nd the efficiency ratio declined to 52.¢
During the quarter, Customers sold approximatelO¥dillion of multi-family loans in market baseédiisactions which resulted in a gain on
sale of approximately $1.2 million. Additionallyy danuary 2015 Customers launched Phase 1 of Babkéyian absolutely no customer fee
mobile bank offering, and the first to allow opegiof deposit accounts using smart phone technology.
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Results of Operations
First Quarter 2015 Compared to First Quarter 2014

Net income available to common shareholders ined$5.8 million , or 71.5% , to $14.0 million for tileree months ended March 31, 2015,
compared to $8.1 million for the three months endledich 31, 2014 . The increased net income restited increased net interest income of
$16.5 million , largely reflecting the loan portfmlgrowth of the past year and decreased proviipotoan losses of $1.4 million , partially
offset by decreased non-interest income of $1.8ami| increased non-interest expense of $6.3 anilliand increased income tax expense of
$4.3 million resulting from higher level of pre-tmmcome and increase in the effective tax rate.

Net interest income increas$16.5 million , or 55.5% , for the three monthseshdlarch 31, 2015 to $46.3 million , compare®29.8 million
for the three months ended March 31, 2014 . Thielse resulted principally from an increase imaye loan balances (loans plus loans held
for sale) of $2.3 billion .

The provision for loan losses decreased by $1.Homito $3.0 million for the three months ended baB1, 2015 , compared to $4.4 million
for the same period in 2014 . The provision fomléasses for the three months ended March 31, #@1&ded $2.0 million for decreased
valuation estimates on property collateralizing &npd loans, $0.9 million for growth and changenix of the held for investment portfolio,
and $0.8 million for increased loss estimates achmsed credit impaired loans, partially offset¥y7 million for increased benefits expected
to be collected from the FDIC. Provision expengélie three months ended March 31, 2014 was dpviemarily by growth in loans held for
investment of nearly $900 million during the quarte

Non-interest income decreased $1.6 million duringttiiee months ended March 31, 2015 to $5.7 millicompared to $7.3 million for the
three months ended March 31, 2014 . The decredastiquarter 2015 was primarily attributable tmirgs realized from sales of investment
securities in first quarter 2014 of $2.8 milliopartially offset by gains realized from loan sake§irst quarter 2015 of $1.2 million .

Non-interest expense increased $6.3 million duringthee months ended March 31, 2015 to $27.5 millioompared to $21.2 million during
the three months ended March 31, 2014 primarilg eesult of the $2.0 billion growth in Customeesin portfolio, requiring increased staffing
for loan origination and administrative supporepproximately $4.6 million and increased occupasqyense, FDIC assessments, taxes, and
other regulatory fees of $1.6 million. Costs reddie Bank Mobile totaling approximately $1.0 mili@re also included in first quarter 2015
operating expenses.

Income tax expense increased $4.3 million in theettmonths ended March 31, 2015 to $7.7 millioompared to $3.4 million in the same
period of 2014 . The increase in the income taxeasp was driven primarily from increased taxabteme of $10.1 million in first quarter
2015 and an out of period adjustment of $0.6 nmlliecorded in the first quarter 2014 that reduoedine tax expense.

Net Interest Incom

Net interest income (the difference between thera@st earned on loans, investments and in-earning deposits with banks, and interest paid
on deposits, borrowed funds and subordinated debte primary source of Customers Bancorp’s egsiin
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The following table summarizes the Bancorp’s ntgrest income and related spread and margin fgpehieds indicated.

(amounts in thousands)
Assets

Interest earning deposits
Investment securities, taxable (A)

Loans held for sale
Loans (B)

Other interest-earning assets
Total interest earning assets
Non-interest earning assets

Total assets
Liabilities
Interest checking
Money market
Other savings
Certificates of deposit

Total interest bearing deposits

Borrowings

Total interest-bearing liabilities
Non-interest-bearing deposits

Total deposits & borrowings

Other non-interest bearing liabilities

Total liabilities
Shareholders’ Equity

Total liabilities and shareholders’

equity
Net interest earnings

Tax-equivalent adjustment (C)

Net interest earnings
Interest spread
Net interest margin

Net interest margin tax equivalent (C)

(A) For presentation in this table, average balancedshacorresponding average rates for investmentrisies are based upon historical cost,

Three Months Ended March 31,

adjusted for amortization of premiums and accretibdiscounts.
(B) Includes noraccrual loans, the effect of which is to reduceytiedd earned on loans, and deferred loan

(C) Full tax-equivalent basis, using a 35% statutory tax ragpfroximate interest income as a taxable ¢
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2015 2014
Interest Average Interest Average
Average Income or Yield or Average Income or Yield or
Balance Expense Cost (%) Balance Expense Cost
283,611 % 17¢ 0.28% $ 186,56. $ 11€ 0.25%
406,60( 2,36: 2.32 516,90: 3,04( 2.3t
1,367,30 10,90( 3.2¢ 566,53! 5,08: 3.64
4,361,66 43,09¢ 4.0C 2,842,05! 28,35¢ 4.04
75,06¢ 2,18: 11.8(C 38,01( 28C 2.9¢
6,494,241 58,71¢ 3.66% 4,150,06! 36,87 3.55%
285,28 220,18
6,779,52! $ 4,370,24
93,88( $ 154 0.67% $ 57,067 $ 69 0.4<%
2,196,85I 3,021 0.5¢ 1,397,29 2,19¢ 0.64
35,13¢ 38 0.44 38,31: 40 0.4:
1,795,39. 4,31: 0.97 1,252,87. 3,10i 1.01
4,121,26: 7,52¢€ 0.7¢ 2,745,54! 5,41¢ 0.8C
1,471,49. 4,86: 1.3¢ 551,33¢ 1,66 1.22
5,592,75! 12,38¢ 0.9C 3,296,88! 7,08 0.87
708,90: 666,77"
6,301,65 0.7¢ 3,963,66: 0.7z
24,54; 11,61¢
6,326,19' 3,975,28
453,32 394,95t
R S ST
46,33( 29,79:
12¢ a0
$ 46,45t $ 29,88:
2.81% 2.8%%
2.8% 2.9%
2.9(% 2.91%
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The following table presents the dollar amountledrges in interest income and interest expengidéamajor categories of interest-earning
assets and interest-bearing liabilities. Informai®provided for each category of interest-earm@iggets and interest-bearing liabilities with
respect to (i) changes attributable to volume,(tlanges in average balances multiplied by therqperiod average rate) and (ii) changes
attributable to rate (i.e., changes in averagematkiplied by prior-period average balances). porposes of this table, changes attributable to
both rate and volume which cannot be segregatee hesn allocated proportionately to the changetalvelume and the change due to rate.

Three Months Ended March 31,
2015 vs. 2014

Increase (Decrease) due

to Change in

Rate Volume Total
(amounts in thousands)
Interest income:
Interest earning deposits $ 2 3 61 $ 63
Investment securities (35) (642) (677)
Loans held for sale (625) 6,44 5,811
Loans (254) 14,99: 14,73¢
Other interest-earning assets 1,43( 473 1,90:
Total interest income 51¢ 21,32¢ 21,84«
Interest expense:
Interest checking 30 55 85
Money market deposit accounts (307) 1,12¢ 822
Savings 1 3 ()]
Certificates of deposit (99 1,30¢ 1,20¢
Total interest bearing deposits (375) 2,48¢ 2,111
Borrowings 177 3,01¢ 3,19t
Total interest expense (19¢) 5,50¢ 5,30¢
Net interest income $ 71€ % 15,82: $ 16,53¢

Net interest income for the three months erMarch 31, 201%vas $46.3 million, an increase of $16.5 million58r5%, when compared to |
interest income of $29.8 million for the three menended March 31, 2014 . This net increase wasapity the result of an increase of $800.8
million in the average balance of "Loans held fale% and an increase of $1.5 billion in the averaglance of "Loans." Within “Loans,”
changes in the following categories primarily wegsponsible for the net increase in loan volume:

*  $969.5 million increase in the average balarfaaudti-family loans due to growth of the mufamily lending business; a
»  $628.7 million increase in the average balarfemmmercial loans primarily due to the growth loé tommercial and industrial loan
portfolio, including owner occupied commercial reatate loans.

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

Average interest-bearing deposits for the threethmended March 31, 2015 increased by $1.4 billlben compared to average interest-
bearing deposits for the three months ended Mat¢cR@14 . Interest expense on total interest bgataposits increased $2.1 million in first
quarter 2015 compared to first quarter 2014. Theraye rate on interest bearing deposits decrealkadi$ points, and the net impact of the
increased deposit volume and the decreased deptesitesulted in increased interest expense indirarter 2015. Borrowings also had a
significant effect on net interest income due wéased volume as well as an 11 basis point inelieabe average rate due to the issuance in
June 2014 of subordinated and senior debt. Theased borrowings volume included the following:

*  $789.4 million increase in the average balance diBlddvances; ar

40




Table of Contents

« $133.3 million increase in the average balance bbrilinated and senior debt due to the issuancg$sldf million of subordinated de
with an interest rate of 6.125%, and $25 milliorsefhior debt with an interest rate of 4.625% ineJ2014.

Customers’ net interest margin (tax equivalentyel@sed 1 basis point to 2.90% for the three mogtkded March 31, 2015 when compared tc
the net interest margin (tax equivalent) of 2.94¥tlhe same period in 2014 .

Provision for Loan Losse

Customers Bank has established an allowance farlsses through a provision for loan losses clihagean expense on the consolidated
statements of income. The loan portfolio is revidwearterly to evaluate the outstanding loans anddasure both the performance of the
portfolio and the adequacy of the allowance fonlt@sses. At March 31, 2015 , approximately $37iam] or 0.6% of the total loan portfolio,
was covered under loss sharing agreements witRDME. Charge-offs incurred on the loans coveredhigyloss share agreements greater thar
the original estimated value are recorded as aease to the provision for loan losses, and a spomding receivable due from the FDIC is
recorded as a reduction to the provision for lamsés for the portion anticipated to be recoveretbuthe loss sharing agreements. Convet

if the estimated cash flows on the covered loaoe#se, all or a portion of the previously recorgealision for loan losses will be reversed,
and the corresponding receivable due from the RRlillbe written down as an increase to the providior loan losses. The FDIC loss sharing
receivable balance will be reduced through a cherglee provision for loan losses, with no offsagtreduction to the allowance for loan los
as the FDIC loss sharing arrangements reach theiractual maturities and the estimated losseisdarcovered loans have not yet emerged or
been realized in a final disposition event. The €iss sharing arrangements for non-single faniénk expire in third quarter 2015. The loss
sharing arrangements for single family loans exirthird quarter 2020.

The provision for loan losses decreased by $1.Homito $3.0 million for the three months ended MaB1, 2015 , compared to $4.4 million
for the same period in 2014 . The decrease initbiequarter 2015 provision for loan losses wamprily driven by an increase in the estimatec
benefits expected to be collected from the FDIG® million compared to a reduction of estimatedddits expected to be derived from the
FDIC loss sharing agreements of $1.4 million istfijuarter 2014. This decrease was partially offgetn increase in the provision of loan
losses of $0.7 million mainly driven by reduceduaglon estimates on property collateralizing imgditoans in first quarter 2015.

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

Nor-Interest Income

The table below presents the components of nomeistténcome for the three months ended March 315 2(d 2014 .

Three Months Ended March 31,

2015 2014

(amounts in thousands)

Mortgage warehouse transactional fees $ 2,27 $ 1,75¢
Gain on sale of loans 1,231 —
Bank-owned life insurance 1,061 83t
Deposit fees 17¢ 214
Mortgage loan and banking income 151 40¢
Gain on sale of investment securities — 2,83:
Other 83¢ 1,261
Total non-interest income $ 573: % 7,31(C

Non-interest income decreased $1.6 million duringttiiee months ended March 31, 2015 to $5.7 millicompared to $7.3 million for the
three months ended March 31, 2014 . The decredastiquarter 2015 was primarily attributable tmirgs realized from the sale of investment
securities in first quarter 2014 of $2.8 milliopartially offset by gains realized from the salétoans in first quarter 2015 of $1.2 million . In
addition, in first quarter 2015 mortgage warehduarsactional fees increased $0.5 million due éoitlereased level of warehouse transacti
and bank-owned life insurance increased $0.2 mildlis a result of policies purchased throughout 20t#first quarter 2015. These increases
were offset by reduced
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mortgage loan and banking income of $0.3 milliosuténg from lower gains realized from the salemmrtgages and decreased other incon
$0.4 million primarily due to management advisagd recognized in first quarter 2014.

Nor-Interest Expense

The table below presents the components of nomeisttexpense for the three months ended March@®@§ and 2014 .

Three Months Ended March 31,

2015 2014

(amounts in thousands)

Salaries and employee benefits $ 13,95: $ 9,351
FDIC assessments, taxes, and regulatory fees 3,27¢ 2,131
Occupancy 3,07¢ 2,63
Professional services 1,91 2,28:
Technology, communications and bank operations 1,55¢ 1,56(
Other real estate owned 884 351
Loan workout 347 414
Advertising and promotion 26¢ 441
Other 2,19( 2,002
Total non-interest expense $ 27,46 $ 21,16¢

Nor-interest expense was $27.5 million for the thremtins ended March 31, 2015, an increase of $dI®mirom non-interest expense of
$21.2 million for the three months ended MarchZ114 .

Salaries and employee benefits, which represeratbest component of non-interest expense, ineck$4.6 million , or 49.2% , to $14.0
million for the three months ended March 31, 20T&e primary reason for this increase was an iseré@athe number of employees to 449
full-time equivalents at March 31, 2015 from 381-fime equivalents at March 31, 2014 . This wa®dily related to the need for additional
employees to support our organic growth. More dadly, the increased headcount is needed to stipipe growing multifamily, commercia
real estate and commercial and industrial loanf@ars.

FDIC assessments, taxes and regulatory fees irddns$1.1 million , or 53.8% , to $3.3 million fire three months ended March 31, 2015
from $2.1 million for the three months ended MaBdh 2014 . The primary reasons for this increasewereased deposit premiums and othe
regulatory and filing fees as a result of the gioeftthe Bank. Many of the premiums and fees asethaipon assets of the Bank.

Occupancy expense increased by $0.4 million , 6f%6 to $3.1 million for the three months ended®a31, 2015 from $2.6 million for the
three months ended March 31, 20I¢his increase was driven by increased busindsstgdn existing markets which require additiormgople
and space for their work activities.

Professional services expense decreased by $0didmibr 16.2% , to $1.9 million for the three ntlos ended March 31, 2015 from $2.3
million for the three months ended March 31, 20This decrease was primarily attributable to lolegal and consulting expenses in first
quarter 2015 related to litigation and other gehemgulatory matters.

Technology, communication and bank operations wachanged at $1.6 million for the three months dridarch 31, 2015 and March 31,
2014 as core processing and other technology f&es temained flat in the first quarter 2014 destieegrowth of the Bank.

Other real estate owned expense increased by $hidgnpor 151.8%, to $0.9 million for the three mtbs ended March 31, 2015 from $0.4

million for the three months ended March 31, 200i4e increase was primarily attributable to higha&iuation write downs based on updated
appraisals received on foreclosed properties.
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Income Taxe

Income tax expense increased $4.3 million in theettmonths ended March 31, 2015 to $7.7 millioompared to $3.4 million in the same
period of 2014 . The increase in the income taxeasp was driven primarily from increased taxabteme of $10.1 million in first quarter
2015 and an out of period adjustment of $0.6 nmlliecorded in the first quarter 2014 that reduoedine tax expense.

Financial Condition
General

Total assets were $7.1 billion at March 31, 20This represented a $0.3 billion , or 4.5% , incesfasm total assets of $6.8 billion at
December 31, 2014 . The major change in our firpasition occurred as the result of organic ghointour loan portfolio, which increased
by $0.3 billion , or 6.1% , to $6.1 billion at M&r81, 2015 . The main driver of the increase im$o@ first quarter 2015 was increased
mortgage warehouse loans of $342 million (up t@ $illlion at March 31, 2015 compared to $1.3 billiat December 31, 2014) as a result of ¢
decline in interest rates and increased levelfoiaacing activity.

Total liabilities were $6.7 billion at March 31, 8. This represented a $0.3 billion , or 4.6%creéase from $6.4 billion at December 31,
2014 . The increase in total liabilities resulteahfi increased deposits at March 31, 2015 compar&eétember 31, 2014 . Total deposits
increased by $0.4 billion , or 8.0% , to $4.9 bifliat March 31, 2015 from $4.5 billion at DecemB&r 2014 . Deposits are obtained primarily
from within the Bank’s geographic service area timdugh wholesale and broker networks. Broker ndta/provide low-cost funding
alternatives to retail deposits and increase thersdiity of the Bank’s sources of funds. The incedasbank deposits was largely due to the
seasonal inflow of student deposits and growttentificates of deposits and money market and dtiterest bearing demand deposit accounts

The following table sets forth certain key condehisalance sheet data:

March 31, December 31,
2015 2014

(amounts in thousands)

Cash and cash equivalents $ 333,820 $ 371,02:
Investment securities, available for sale 396,19: 416,68!
Loans held for sale (includes $1,676,891 and $168585 respectively, at fair value) 1,758,08. 1,435,45!
Loans receivable 4,337,85. 4,312,17.
Total loans receivable, net of the allowance fanléosses 4,304,28! 4,281,24
Total assets 7,133,22! 6,825,37!
Total deposits 4,893,32. 4,532,53i
FHLB advances 1,545,001 1,618,001
Other borrowings 88,25( 88,25(
Subordinated debt 110,00( 110,00(
Total liabilities 6,675,27. 6,382,22!
Total shareholders’ equity 457,95! 443,14!
Total liabilities and shareholders’ equity 7,133,22! 6,825,37!

Cash and Cash Equivalents

Cash and cash equivalents include cash and duetfaoits and interegtarning deposits. Cash and due from banks comsatdy of vault cas
and cash items in the process of collection. Thesznces totaled $68.2 million at March 31, 20This represents a $5.5 milligncrease fror
$62.7 million at December 31, 2014 . These balamaesfrom day to day, primarily due to variatianscustomers’ deposits with the Bank.
Interest-earning deposits consist of cash depoaitether banks, primarily the Federal Reserve Bdrikhiladelphia. Interest-earning deposits
were $265.6 million and $308.3 million at March 2015 and December 31, 2014 , respectively.
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Investment Securitie

The investment securities portfolio is an importsmiirce of interest income and liquidity. At Mag@h 2015 , investments consisted of
mortgage-backed securities (principally guarantgedn agency of the United States government),ozatp notes and marketable equity
securities. In addition to generating revenuejitirestment portfolio is maintained to manage irgerate risk, provide liquidity and collateral
for borrowings, and diversify the credit risk ofénest-earning assets. The portfolio is structtioatiaximize net interest income, given change
in the economic environment, liquidity positiondamalance sheet mix.

At March 31, 2015, our investment securities wk886.2 million compared to $416.7 million at DecemB1, 2014 . The decrease was
primarily the result of maturities and principabagments on mortgage-backed securities during tbetey.

Unrealized gains and losses on availablestde securities are included in other compreheriso@me and reported as a separate compont
shareholders’ equity, net of the related tax effect

Loans

Existing lending relationships are primarily wittmnall businesses and individual consumers primamiBucks, Berks, Chester, Montgomery,
Delaware, and Philadelphia Counties, Pennsylvaaanden and Mercer Counties, New Jersey; and West&t@ounty and New York City,
New York; and the New England area. The loans tadgage banking companies portfolio is na-wide. The loan portfolio is primarily
comprised of loans to support mortgage banking @onigs’ funding needs, multi-family, commercial reatate, construction, and commercial
and industrial loans. The Bank continues to foausmall business loans to grow its commercial leg@ifforts, establish a specialty lending
business, and expand its consumer lending prodagsutiined below:

Commercial Lending

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

The commercial lending group focuses on companigsamnual revenues ranging from $5 million to $8illion, which typically have credit
requirements between $0.5 million and $10 million.

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

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

The goal of the lending to mortgage banking busies¢ending group is to provide liquidity to moggacompanies. These loans are primarily
used by mortgage companies to fund their pipelirea closing of individual mortgage loans until thsale into the secondary market. The
residential loans are taken as collateral for thal®s loans. As of March 31, 2015, loans in theelause lending portfolio totaled $1.7 billion
and are designated as held for sale.

The goal of the Bank’s multi-family lending groupto build a portfolio of high-quality multi-familipans within the Bank’s covered markets,
while cross selling other products and servicess Product primarily targets refinancing existimguhs with other banks using conservative
underwriting and provides purchase money for neguisitions by borrowers. The primary collateral foese loans is a first lien mortgage on
the multi-family property, plus an assignment dfi@hses related to such property. As of March2®15 , the Bank had multi-family loans of
$2.1 billion outstanding, making up approximatefy@®% of the Bank’s total loan portfolio, compareds®.2 billion , or approximately 38.8%
of the total loan portfolio at December 31, 2014 .
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As of March 31, 2015 , the Bank had $5.7 billiorcemmercial loans outstanding, composing approxim#&3.1% of its total loan portfolio,
which includes loans held for sale, compared t8 $8llion , composing approximately 92.5% at Decembl, 2014 .

Consumer Lending

The Bank provides home equity and residential nagggoans to customers. Underwriting standardhdare equity lending are conservative
and lending is offered to solidify customer relaghips and grow relationship revenues in the lengnt This lending is important in the Bank’s
efforts to grow total relationship revenues fordtmsumer households. As of March 31, 2015 , thekBad $417.9 million in consumer loans
outstanding, or 6.9% , of the Bank’s total loantfmdio, which includes loans held for sale. The Batans to expand its product offerings in
real estate secured consumer lending.

Customers Bank has launched a community outreaxdraom in Philadelphia to finance homeownershiprian communities. As part of this
program, the Bank is offering an “Affordable MortggaProduct”. This community outreach program isgbexting the underserved population,
especially in lonand moderate income neighborhoods. As part ofctimsmitment, a loan production office was openeBriogress Plaza, 15
North Broad Street, Philadelphia, PA. The prograoiudes homebuyer seminars that prepare potemtaéhuyers for homeownership
teaching money management and budgeting skillgjdity the financial responsibilities that comelwliaving a mortgage and owning a ho
The “Affordable Mortgage Product” is offered thrdwoyt Customers Bank’s assessment areas.

The composition of loans held for sale as of M&th2015 and December 31, 2014 was as follows:

March 31, December 31,
2015 2014
(amounts in thousands)
Commercial loans:
Mortgage warehouse loans at fair value $ 1,674,01. $ 1,332,01
Multi-family loans at lower of cost or fair value 81,19: 99,79
Total commercial loans held for sale 1,755,20 1,431,811
Consumer loans:
Residential mortgage loans at fair value 2,871 3,64¢
Loans held for sale $ 1,758,08. $ 1,435,45!
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Loans receivable, net, increased by $23.0 millioring) first quarter 2015. The composition of loaeseivable as of March 31, 2015 and
December 31, 2014 was as follows:

March 31, December 31,
2015 2014
(amounts in thousands)
Commercial:
Multi-family $ 2,053,370 $ 2,127,03
Commercial real estate 1,177,72! 1,132,07
Commercial and industrial 606,09: 540,43(
Construction 62,43( 56,66¢
Total commercial loans 3,899,62! 3,856,20!
Consumer:
Residential real estate 277,16 285,00:
Manufactured housing 121,62. 126,73:
Other 1,32¢ 1,541
Total consumer loans 400,11 413,27!
Total loan receivable novered under FDIC loss sharing agreements (1) 4,299,73i 4,269,48
Commercial:
Commercial real estate 16,341 17,58t
Commercial and industrial 1,74¢ 2,23t
Construction 3,97¢ 6,70¢
Multi-family 361 37z
Total commercial loans 22,42¢ 26,897
Consumer:
Residential real estate 12,15¢ 12,39:
Other 2,77 2,89:
Total consumer loans 14,93¢ 15,28¢
Total loans receivable aeeeunder FDIC loss sharing agreements (1) 37,36¢ 42,18:
Total loans receivable 4,337,10: 4,311,66.
Deferred (fees) costs and unamortized premiunse/gdints), net 74¢ 512
Allowance for loan losses (33,56¢) (30,93)
Loans receivable, net $ 4,304,28" $ 4,281,24

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

Credit Risk

Customers Bancorp manages credit risk by maintgidiversification in its loan portfolio, establisigi and enforcing prudent underwriting
standards, diligent collection efforts and continsiand periodic loan classification reviews. Mamaget also 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. The allowance forltsmes is evaluated at least quarterly.

The provision for loan losses was $3.0 million 44 million for the three months ended March 311®2and 2014 , respectively. The
allowance for loan losses maintained for loansivedxde (excludes loans held for sale) was $33.@anil, or 0.78% of non-covered loans
receivable, at March 31, 2015 , $30.9 million P6#2% of non-covered loans receivable, at Decerdbe?014, and $26.7 million, or 0.81% 1
non-covered loans receivable, at March 31, 2014e. doverage ratio increased from December 31, Réifarily due to provisions for
estimated loan losses recorded to reflect decreasadtion estimates on properties collateraliziagain impaired loans as well as the change
in the mix of the held for investment portfolio aimdreased loss estimates on purchase credit ietbans. Net charge-offs were $1.0 million
for the three months ended March 31, 2015 , areass of $0.8 million compared to the same perid@Dit¥ . The Bank had approximately

46




Table of Contents

$37.4 million in loans that were covered under kesare arrangements with the FDIC as of March 815Zompared to $42.2 million as of
December 31, 2014 and $61.6 million as of March2B1L4. The Bank considers the covered loans imestig the allowance for loan losses
and considers recovery of estimated credit logses the FDIC in the FDIC indemnification asset.

The chart below depicts changes in Customers Baiscallowance for loan losses for the periods iatéd.

Analysis of the Allowance for Loan Losses

Three Months Ended

March 31,
2015 2014

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

Construction 76¢ —

Commercial real estate 31¢€ 24¢

Commercial and industrial 21 —

Residential real estate — 28¢

Other consumer 36 —
Total Charge-offs 1,14« 53¢
Loan recoveries

Construction 15 —

Commercial real estate — 25

Commercial and industrial 45 a0

Residential real estate — 224

Other consumer 83 2
Total Recoveries 142 341
Total net charge-offs 1,001 19t
Provision for loan losses 3,63t 2,901
Balance at the end of the period $ 33,56¢ $ 26,70«

The allowance for loan losses is based on a permdiluation of the loan portfolio and is maintairad a level that management considers
adequate to absorb potential losses. All commelaeals 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 f@gmtblem 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 lofnnce for loan losses. See “Asset Quality” fatHar discussion of the allowance for loan
losses.

Customers’ methodology includes an evaluation s§ jpotential from individual problem credits (pdialty impaired loans), as well as a
general reserve for the portfolio considering apéited specific and general economic factors that positively or adversely affect
collectability. This assessment includes a reviéehanges in the composition and volume of the loantfolio, overall portfolio quality and
past loss experience, review of specific probleam$y current economic conditions that may affectdyveers’ ability to repay, and other factors
that may warrant consideration in estimating ttseree. In addition, the Bancorp’s internal audittwan review, and various regulatory
agencies periodically review the adequacy of tl@wance as an integral part of their work respatisés or examination process. Customers
Bancorp may be asked to recognize additions orctazhs to the allowance for loan losses based ein fidgments of information available at
the time of their examination.

Nearly 90% of the Bar's commercial real estate, commercial and resideatinstruction, consumer residential and commkacid industrial
loan types have real estate as collateral (collelsti “the real estate portfolio”). The Barskien position on the real estate collateral walty or

a loan-by-loan basis and will change as a resuwthahges in the value of the collateral. Curreptaigals providing current value estimates of
the property are received when the Bank’s creditigrdetermines that the facts and circumstances $igwnificantly changed since the date of
the last appraisal, including that real
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estate values may have deteriorated. The creditrittee and loan officers review loans that areéft or more days delinquent and all non-
accrual loans on a periodic basis. In additionnsoahere the loan officers have identified a “baseo of interest” are discussed to determine if
additional analysis is necessary to apply thenasikg criteria properly. The risk ratings for tfeml estate loan portfolio are determined based
upon the current information available, including bot limited to discussions with the borrowerdafed financial information, economic
conditions within the geographic area and othetofachat may affect the cash flow of the loan.a80quarterly basis, if necessary, the collatere
values or discounted cash flow models are useétermine the estimated fair value of the underlyialiateral for the quantification of a
specific reserve for impaired loans. Appraisalgdusihin this evaluation process do not typicaljeanore than one year before a new
appraisal is obtained. For loans where real efgatet the primary source of collateral, updatedficial information is obtained, including
accounts receivable and inventory aging reportsratledant supplemental financial data to deterrtiieefair value of the underlying collateral.

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

Asset Quality

Customers divides its loan portfolio into two caiggs to analyze and understand loan activity artbpmance: loans that were originated anc
loans that were acquired. Customers further divid&gnated loans into two categories: those odtgd prior to the current underwriting
standards in 2009 (“Legacy”) and those originatguject to those standards post 2009 (“Total Origidd oans”),and purchased loans into t
categories: those purchased credit impaired, avgkthot acquired credit impaired. Management bedighat this additional information
provides for a better understanding of the risthim portfolio and the various types of reserves déiha available to absorb loan losses that may
arise in future periods. Credit losses from origgddoans are absorbed by the allowance for losselw Credit losses from acquired loans are
absorbed by the allowance for loan losses andresghives, as described below. The schedule beldudies both loans held for sale and loan:
held for investment.
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Asset Quality at March 31, 2015

Greater NPL NPA
than 90 to to
Days Non- Loan Loans +
30-90 and accrual/ OREO NPA Type OREO
Loan Type Total Loans Current Days Accruing NPL (a) (b) (a)+(b) (%) (%)
(amounts in thousands)
Legacy Loans
Legacy $ 4955¢ $ 4694¢ $ 7% % — % 2537 $410¢ $ 6,647 5.12% 12.3%%
TDRs 1,251 1,18¢ = = 62 = 62 4.9¢% 4.9¢%
Total Legacy Loans 50,81( 48,13¢ 76 — 2,59¢ 4,10¢ 6,70 5.12% 12.21%
Multi-Family 2,049,02! 2,049,02! — — — — — —% —%
Commercial Real Estate 1,077,66- 1,075,52. 28¢ — 1,852 — 1,852 0.17%% 0.17%
Commercial & Industrial 534,88 533,98: — — 901 271 1,172 0.17% 0.22%
Residential 157,10¢ 156, 76¢ 18¢ — 16C — 16C 0.1% 0.1(%
Construction 62,34: 62,34: — — — — — —% —%
Other consumer 391 391 — — — — — —% —%
TDRs 551 551 — —_ — — — —% —%
Total Originated Loans 3,881,97. 3,878,58 471 — 2,91: 271 3,18¢ 0.0&% 0.0&%
Acquired Loans
Covered 28,74% 24,20¢ 481 — 4,05¢ 8,23¢ 12,29’ 14.1% 33.252%
Non-covered 319,99¢ 310,64¢ 3,681 4,54¢ 1,12: 51: 1,63¢ 0.35% 0.51%
TDRs Covered 52¢ 52¢ — — — — — —% —%
TDRs Non-Covered 2,87¢ 1,52¢ 24~ — 1,10z — 1,102 38.3% 38.3%
Total Acquired Loans 352,14¢ 336,91 4,407 4,54¢ 6,28: 8,75z 15,03t 1.7¢% 4.171%
Acquired PCI Loans
Covered 8,09( 3,80¢ — 4,28¢ — — — —% —%
Non-Covered 44,08 37,60: 677 5,80¢ — — — —% —%
Total Acquired PCI Loans 52,17« 41,40¢ 677 10,08¢ — — — —% —%
Deferred (fees) costs and unamortized
premiums/(discounts), net 74¢ 74¢ — — — — —
Total Loans Receivable 4,337,85! 4,305,79. 5,631 14,63« 11,79¢ 13,121 24,92: 0.27% 0.51%
Total Loans Held for Sale 1,758,08: 1,758,08 — — — — —
Total Portfolio $6,09593 $6,063870 $ 5631 $ 1463 $ 11,79F $13,127 $ 24,92 0.1%% 0.41%
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Asset Quality at March 31, 2015 (continued)

Total Reserves Reserves
Cash Credit to Loans to NPLs
Loan Type Total Loans NPL ALL Reserve Reserves (%) (%)
(amounts in thousands)
New Century Orig. Loans
Legacy $ 4955¢ $ 2537 $ 1691 $ — 3 1,691 3.41% 66.65%
TDRs 1,251 62 2 — 2 0.1€% 3.23%
Total Legacy Loans 50,81( 2,59¢ 1,69: — 1,69: 3.3% 65.1%
Multi-Family 2,049,02! — 8,19¢ — 8,19¢ 0.4(% —%
Commercial Real Estate 1,077,66- 1,852 9,90( — 9,90( 0.92% 534.5¢%
Commercial & Industrial 534,88: 901 3,94¢ — 3,94¢ 0.7% 437.9¢%
Residential 157,10¢ 16C 1,39: — 1,39: 0.8%% 870.6%
Construction 62,34: — 46¢ — 46¢€ 0.75% —%
Other consumer 391 — 6 — 6 1.5% —%
TDRs 551 — — — — —% —%
Total Originated Loans 3,881,97. 2,918 23,90¢ — 23,90¢ 0.62% 820.7°%
Acquired Loans
Covered 28,74: 4,05¢ 672 — 672 2.3% 16.56%
Non-covered 319,99¢ 1,128 467 1,06t 1,532 0.48% 136.4:%
TDRs Covered 52¢ — — — — —% —%
TDRs Non-Covered 2,87t 1,10¢ — — — —% —%
Total Acquired Loans 352,14¢ 6,28: 1,13¢ 1,06t 2,20¢ 0.62% 35.08%
Acquired PCI Loans
Covered 8,09( — 1,22( — 1,22( 15.09% —%
Non-Covered 44,08 — 5,60¢ — 5,60¢ 12.71% —%
Total Acquired PCI Loans 52,17: — 6,82¢ — 6,82t 13.0¢% —%
Deferred (fees) costs and unamortized
premiums/(discounts), net 7A€
Total Loans Held for Investment 4,337,85. 11,79¢ 33,56¢ 1,06t 34,63: 0.8(% 293.6:%
Total Loans Held for Sale 1,758,08 — — — —
Total Portfolio $ 6,095,993 $ 11,79* $ 33,56t $ 1,068 $ 34,63: 0.51% 203.6:%

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 daased with substantially all investing
activities, the lending function carries the greatiegree of potential loss. At March 31, 2015 Badember 31, 2014 , non-performing loans tc
total loans were 0.19% and 0.20%, respectivelyallr@iserves to non-performing loans were 293.6%:289d6%, respectively, at March 31,
2015 and December 31, 2014 .

Originated Loans

Originated loans (excluding held-for-sale loansaled $3.9 billion , or 64.5% , of total loans aaidh 31, 2015 , compared to $3.8 billion, or
67.7%, at December 31, 2014 . Of the total origiddbans at March 31, 2015 , $3.9 billion , or 98./were originated post 2009, when the
new management team adopted new underwriting stdsitlzat management believes better limits riskess. Only $2.9 million , or 0.08% ,
of the post 2009 loans were non-performing at M&Lh2015 . Of the total originated loans at Decen®i, 2014 , $3.8 billion, or 98.6%,
were originated post 2009. Only $2.9 million, c0&%, of the post 2009 loans were non-performingetember 31, 2014 . The post 2009
originated loans were supported by an allowancéofm losses of $23.9 million ( 0.62% of post 2@@@inated loans) and $21.1 million
(0.55% of post 2009 originated loans), respectivaiyMarch 31, 2015 and December 31, 2014 .

Legacy loans declined $4.3 million to $50.8 millianMarch 31, 2015 , compared to $55.1 million ac@mber 31, 2014 . Non-performing
Legacy loans also declined from $2.7 million at Eaber 31, 2014 to $2.6 million at March 31, 201Eastomers continued to workout the
losses in this portfolio. The Legacy originatedisavere supported by an allowance for loan los&4.@ million ( 3.33% of Legacy loans)
and $1.6 million (2.86% of Legacy loans), respesitivat March 31, 2015 and December 31, 2014 .
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Acquired Loan:

At March 31, 2015 , Customers Bank reported $4@4lBon of acquired loans, which was 6.6% of tdtsns, compared to $422.3 million, or
7.4%, of total loans at December 31, 2014 . Norfiepeing acquired loans totaled $6.3 million at Mag&1, 2015 and $6.1 million at
December 31, 2014 . When loans are acquired, tteeseaorded on the balance sheet at fair valueuited| loans include purchased portfolios,
FDIC failed-bank acquisitions, and unassisted agtjoms. Of the manufactured housing loans purah&reen Tammac prior to 2012, $67.4
million were supported by a $1.1 million cash regsest March 31, 2015compared to $70.6 million supported by a casbriesof $3.0 millior

at December 31, 2014 . The cash reserve was cragfealt of the purchase transaction to absorledamsd is maintained in a demand deposit
account at the Bank. All current losses and dekmdjinterest are absorbed by this reserve. Famtheufactured housing loans purchased in
2012, Tammac has an obligation to pay the Bankutheayoff amount of the defaulted loan, includiagy principal, unpaid interest, or
advances on the loans, once the borrower vacagsdperty. At March 31, 2015 , $45.9 million oésie loans were outstanding, compared to
$47.5 million at December 31, 2014 .

Many of the acquired loans were purchased at adigc The price paid considered management’s judgaeto the credit and interest rate
risk inherent in the portfolio at the time of puasle. Every quarter, management reassesses tlamdsidjusts the cash flow forecast to
incorporate changes in the credit outlook. Gengralldecrease in forecasted cash flows for a pesthbban will result in a provision for loan
losses, and absent charge-offs, an increase mllthveance for loan losses. Acquired loans havegaifitantly higher percentage of non-
performing loans than loans originated after Sep#m2009. Management acquired these loans witexpectation that non-performing loan
levels would be elevated, and therefore incorpdrttiat expectation into the price paid. There 8pacial Assets Group that focuses on
workouts for these acquired non-performing as3ettal acquired loans were supported by reservésaahce for loan losses and cash
reserves) of $9.0 million ( 2.23% of total acquitedns) and $11.3 million (2.67% of total acquitedns), respectively, at March 31, 2015 and
December 31, 2014 .

Held-for-Sale Loans

At March 31, 2015, loans held for sale were $1&h , or 28.8% , of the total loan portfolio, mpared to $1.4 billion, or 25.0% of the total
loan portfolio at December 31, 2014 . The loansiiet-sale portfolio at March 31, 2015 included&hillion of loans to mortgage banking
businesses, $81.2 million of multi-family loans &9 million of residential mortgage loans, conguhto $1.3 billion of loans to mortgage
banking businesses, $3.6 million of residential tgeges loans and $99.8 million of multi-family least December 31, 2014 . Held-for-sale
loans are carried on our balance sheet at eitiverdiue (due to the election of the fair valueiopj or the lower of cost of fair value. An
allowance for loan losses is not recorded on ldhatare held for sale.

Deposits

Customers Bank offers a variety of deposit accquntduding checking, savings, money market depasibunts (“MMDA”) and time

deposits. Deposits are generally obtained primérilgn our geographic service area. Customers a@lguiges deposits nationwide through
deposit brokers, listing services and other refestiops. Total deposits grew to $4.9 billion at Magd, 2015 , an increase of $0.4 billion , or
8.0% , from $4.5 billion at December 31, 2014 . @achdeposits were $797.8 million at March 31, 20d@mpared to $617.6 million at
December 31, 2014 , an increase of $180.2 mill@n29.2% . These amounts were comprised primafihon-interest bearing demand
deposits. Savings, including MMDA, totaled $2.3ibil at March 31, 2015, an increase of $58.4 onllor 2.7% , primarily attributed to the
increase in brokered savings accounts. Time depasite $1.8 billion at March 31, 2015, an increas®122.2 million or 7.1% . At March 31,
2015, the Bank had $675.5 million in state and mipai deposits which are subject to a reductiothénamount of available borrowing
capacity through the FHLB based on collateral agesgs with the depositors. State and municipal siépander this program increased $96.:
million, or 16.6% from December 31, 2014.

The components of deposits were as follows at #tesdndicated:

March 31, December 31,
2015 2014

(amounts in thousands)

Demand $ 797,81¢ $ 617,63t
Savings, including MMDA 2,261,63! 2,203,23
Time, $100,000 and over 1,174,89. 1,043,26!
Time, other 658,97( 668,39¢
Total deposits $ 4,893,32 $ 4,532,53
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Borrowings

During the three months ended March 31, 2015 ,d@usts Bank borrowed $25 million of long-term FHL&vances and repaid $98 million of
short-term FHLB advances.

Capital Adequacy and Shareholders’ Equity

Shareholders’ equity increased $14.8 million to&85million at March 31, 2015 when compared to shalders' equity of $443.1 million at
December 31, 2014 . The components of the incnease as follows:

* netincome of $14.0 million for the three monémgled March 31, 2015
e sharebased compensation expense of $1.2 mil
e net other comprehensive loss of $0.9 million;

» theissuance of 78,510 shares of voting comrnmrksinder share-basedmpensation plar

We are subject to various regulatory capital rezaignts that are monitored by federal banking agsné&iailure to meet minimum capital
requirements can lead to supervisory actions byla¢grs; any supervisory action could have a dinegterial effect on our financial stateme
At March 31, 2015, Customers Bank and Customens@&® met all capital adequacy requirements to vttiey were subject and were well
capitalized.
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The capital ratios for the Bank and the Bancor@latch 31, 2015 and December 31, 2014 were as fellow

To Be Well Capitalized

For Capital Adequacy Prompt Cgr?ggtrive Action

Actual Purposes Provisions
(amounts in thousands) Amount Ratio Amount Ratio Amount Ratio
As of March 31, 2015:
Common equity Tier 1 capital (to risk
weighted assets)
Customers Bancorp, Inc. $ 454,88 8.28% $ 248,01 4.5% N/A N/A
Customers Bank $ 496,01 9.05% $ 246,74 45% $ 356,40: 6.5%
Total capital (to risk weighted assets)
Customers Bancorp, Inc. $ 587,47 10.6¢% $ 440,91 8.C% N/A N/A
Customers Bank $ 639,58 11.66% $ 438,65: 8.C% $ 548,31 10.(%
Tier 1 capital (to risk weighted assets)
Customers Bancorp, Inc. $ 454,88 8.2t% $ 330,68 6.C% N/A N/A
Customers Bank $ 496,01t 9.05% $ 328,98t 6.C% $ 438,65: 8.C%
Tier 1 capital (to average assets)
Customers Bancorp, Inc. $ 454,88 6.79% $ 270,91! 4.C% N/A N/A
Customers Bank $ 496,01t 7.3% $ 269,80: 4.0% $ 337,25: 5.0%
As of December 31, 2014:
Total capital (to risk weighted assets)
Customers Bancorp, Inc. $ 578,64 11.0¢% $ 417,47 8.C% N/A N/A
Customers Bank $ 621,89 11.9¢% $ 415,14 8.% $ 518,92t 10.(%
Tier 1 capital (to risk weighted assets)
Customers Bancorp, Inc. $ 437,71 8.3% $ 208,73 4.C% N/A N/A
Customers Bank $ 480,96 9.21% $ 207,57( 4% $ 311,35t 6.0%
Tier 1 capital (to average assets)
Customers Bancorp, Inc. $ 437,71 6.6¢% $ 261,62 4.C% N/A N/A
Customers Bank $ 480,96 7.3%% $ 260,46: 4.0% $ 325,57 5.0%

The capital ratios above reflect the new capitguieements under "Basel 111" effective during thest quarter of 2015. As of March 31, 2015,
the Bank and Bancorp were in compliance with the reguirements. See "NOTE 9 - REGULATORY MATTERSY &dditional discussion
regarding regulatory capital requirements.

Liquidity and Capital Resources

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

The Banks investment portfolio provides periodic cash flaim®ugh regular maturities and amortization, aaud lse used as collateral to se
additional liquidity funding. Our principal sourcesfunds are proceeds from stock issuance, depabt issuance, principal and interest
payments on loans, and other funds from operatBogowing arrangements are maintained with theeFeldHome Loan Bank and the Federa
Reserve Bank of Philadelphia to meet short-termidiidy needs. As of March 31, 2015 , our borrowdaagpacity with the Federal Home Loan
Bank was $3.2 billion of which $1.2 billion wasli#ed in short-term borrowings and $901.2 millidrewailable capacity utilized to
collateralize state and municipal deposits. AMafch 31, 2015 , our borrowing capacity with thel&l Reserve Bank of Philadelphia was
$60.9 million.
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Net cash flows used in operating activities w$324.4 million for the three months ended MarchZ115 , compared to net cash flows
provided by operating activities of $79.3 millicor the three months ended March 31, 2014 . Fothitee months ended March 31, 2015,
originations of loans held for sale exceeded prdsdy $341.1 million . For the three months endeddd 31, 2014 , proceeds received from
the sale of loans exceeded originations of loafd foe sale by $50.6 million .

Investing activities used net cash flows of $0.1iom for the three months ended March 31, 201&mgared to $0.9 billion for the three
months ended March 31, 2014 . Net cash used tmategloans totaled $0.1 billion for the three nienénded March 31, 2015 , compared to
$0.6 hillion for the three months ended March 3112. No loans were purchased in the three momitisteMarch 31, 2015 , compared to
$288.3 million for the three months ended MarchZ114 .

Financing activities provided an aggregate of $0ll®n for the three months ended March 31, 20kfreases in deposits provided $0.4
billion , repayments of short-term borrowed funded $98.0 million , net proceeds from long-term B-idvances provided $25.0 million ,
and proceeds from the issuance of common stockged\$0.1 million . Financing activities provided aggregate of $831.9 million for the
three months ended March 31, 2014 driven by anue¢ase in deposits of $646.4 million , and casicgeds from short-term borrowed funds
of $185.5 million . These financing activities prded sufficient cash flows to support the Bancoipisesting and operating activities.

Overall, based on our core deposit base and alataloirces of borrowed funds, management belidagshe Bancorp has adequate resource
to meet its short-term and long-term cash requirgefor the foreseeable future.

Effect of Government Monetary Policies

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

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

ltem 3. Quantitative and Qualitative Disclosures Alout Market Risk

At March 31, 2015 , there have been no materiahgbsa in the information disclosed under “Quantiaaind Qualitative Disclosures About
Market Risk” included within Customers Bancorp’slad~orm 10-K.

Iltem 4. Controls and Procedures

As of the end of the period covered by this repBustomers Bancorp carried out an evaluation, utidesupervision and with the participation
of Customers Bancorp’s management, including CustsrBancorp’s Chief Executive Officer and Chiefdfinial Officer, of the effectiveness
of the design and operation of Customers Bancalisdosure controls and procedures as defineddretthange Act Rules 13a-15(e) and 15¢
15(e). Based upon the evaluation, the Chief Exeeu@ifficer and Chief Financial Officer conclude@tiCustomers Bancorp’s disclosure
controls and procedures were effective at Marct2815 .

During the quarter ended March 31, 2015 , theretieaen no changes in the Bancorp’s internal contret financial reporting that have
materially affected, or are reasonably likely totenally affect, the Bancorp’s internal control omancial reporting.
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Part Il. OTHER INFORMATION
Item 1. Legal Proceedings

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

Iltem 1A. Risk Factors

In addition to the other information set forth imst Quarterly Report, you should carefully consiter factors discussed in "Risk Factors"
included within the 2014 Form 10-K and includeddwel The risks described herein and in the 2014 FIBrK are not the only risks facing us.
Additional risks and uncertainties not currentlyolum to us or that we currently believe to be immatalso may materially adversely affect
our business, financial condition and/or operategplts. See "ltem 2 - Management's Discussionfaradlysis of Financial Condition and
Results of Operations - Cautionary Note Regardimigvard-Looking Statements."

The information presented below updates and shHmeileead in connection with the risk factors andrimfation disclosed in our 2014 Annual
Report.

Other litigation and regulatory actions, includingossible enforcement actions, could subject usigm#icant fines, penalties, judgments or
other requirements resulting in increased expengegestrictions on our business activities.

Our business is subject to increased litigation ragailatory risks as a result of a number of fagtorcluding the highly regulated nature of the
financial services industry and the focus of statte federal prosecutors on banks and the finaseraices industry generally. This focus has
only intensified since the recent financial crisigth regulators and prosecutors focusing on aetanf financial institution practices and
requirements. We may, from time to time, be thgextttof subpoenas, requests for information, resigmvestigations and proceedings (both
formal and informal) by governmental agencies régay our business. Legal or regulatory actions swject us to substantial compensatory
or punitive damages, significant fines, penalt@gigations to change our business practices @ratiquirements resulting in increased
expenses, diminished income and damage to ouratmut Our involvement in any such matters, evahafmatters are ultimately determined
in our favor, could also cause significant harnotio reputation and divert management attention fiteenoperation of our business. Further,
any settlement, consent order or adverse judgmertdrinection with any formal or informal proceedorgnvestigation by government
agencies may result in litigation, investigatiomgpmceedings as other litigants and governmentags begin independent reviews of the s
activities. As a result, the outcome of legal aeglutatory actions could be material to our businessailts of operations, financial condition
cash flows depending on, among other factors,abel lof our earnings for that period, and couldehawnaterial adverse effect on our busines
financial condition or results of operations.

Our “high-touch” personalized service banking modalay be replicated by competitors.

We expect to drive organic growth by employing taoncierge banking” strategy, which provides speai¢lationship managers or private
bankers for all customers. Many of our competifmxsvide similar services and others may replicateroodel. Our competitors may have
greater resources than we do and may be able widprsimilar services more quickly, efficiently aegtensively. To the extent others replicate
our model, we could lose what we view as a competadvantage, and our financial condition andItesaf operations may be adversely
affected.

Competitors’ technology-driven products and sernda@nd improvements to such products and servicey amversely affect our ability to
generate core deposits through mobile bankii

Our organic growth strategy focuses on, among dttiegs, expanding market share through our “higtht model, which includes remote
account opening, remote deposit capture and mbhit&ing. These technological advances, such as\Baile, are intended to allow the
Bank to generate additional core deposits at al@ast than generating deposits through openingogedating branch locations. Some of our
competitors may have greater resources to invasthmology and may be better equipped to markettaehnology-driven products and
services. This may result in limiting, reducingatherwise adversely affecting our growth stratagthis area and our access to deposits
through mobile banking. In addition, to the extemstfail to keep pace with technological changesnour respectively large expenses to
implement technological changes, our businessnéia&condition and results of operations may beeaskly affected.
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We may not be able to attract and retain our retatship manager and private bankers, who are centi@bur strategic model.

Our customers rely on us to deliver personalizedricial services. Our strategic model is dependjeon relationship managers and private
bankers who act as a customer’s point of contagstd he loss of the service of these individualsde undermine the confidence of our
customers in our ability to provide such persorlizervices. We need to continue to attract amdhrétese individuals and to recruit other
qualified individuals to ensure continued growthalddition, competitors may recruit these individua light of the value of the individuals’
relationships with their customers and communiied we may not be able to retain such relationshiysent the individuals. In any case, if we
are unable to attract and retain our relationshapagers and private bankers, and recruit indivglwéth appropriate skills and knowledge to
support our business, our growth strategy, busjrigssicial condition and results of operations rbayadversely affected.

Our use of third party vendors and our other ongajrthird party business relationships are subjectitareasing regulatory requirements
and attention.

We regularly use third party vendors as part oflmginess and have other ongoing business relatfmwith other third parties. These types
of third party relationships are subject to inciegly demanding regulatory requirements and ateniy federal banking regulators. Recent
regulation requires us to enhance our due diligemegoing monitoring and control over our thirdtgarendors and other ongoing third party
business relationships. In certain cases we magdpgred to renegotiate our agreements with thesedars to meet these enhanced
requirements, which could increase our costs. VWeethat our regulators will hold us responsibledeficiencies in our oversight and control
of our third party relationships and in the perfamoe of the parties with which we have these miatiips. As a result, if our regulators
conclude that we have not exercised adequate gimnd control over our third party vendors oreotbngoing third party business
relationships or that such third parties have motqymed appropriately, we could be subject to mx@ment actions, including civil money
penalties or other administrative or judicial péieslor fines as well as requirements for custoraerediation, any of which could have a
material adverse effect our business, financiatitmm or results of operations.

If our techniques for managing risk are ineffectivave may be exposed to material unanticipated Iss

In order to manage the significant risks inhererur business, we must maintain effective poligiescedures and systems that enable us to
identify, monitor and control our exposure to mialerisks, such as credit, operational, legal sspltational risks. Our risk management
methods may prove to be ineffective due to thesigte their implementation or the degree to whiehaghere to them, or as a result of the

of adequate, accurate or timely information or othse. If our risk management efforts are ineffeetiwe could suffer losses that could have &
material adverse effect on our business, finargabition or results of operations. In addition, eaelld be subject to litigation, particularly
from our customers, and sanctions or fines fronulagrs. Our techniques for managing the risksaee fmay not fully mitigate the risk
exposure in all economic or market environmentsuiting exposure to risks that we might fail toritiy or anticipate.

Loans that we make through certain federal programase dependent on the federal governm's continuation and support of these
programs and on our compliance with their requiremis .

We participate in various U.S. government agen@raniee programs, including programs operated doythall Business Administration. We
are responsible for following all applicable U.8vgrnment agency regulations, guidelines and gdisihenever we originate loans as part of
these guarantee programs. If we fail to follow applicable regulations, guidelines or policies aiged with a particular guarantee program,
any loans we originate as part of that program losg the associated guarantee, exposing us ta dddive would not otherwise be exposed
to or underwritten as part of our origination preeéor U.S. government agency guaranteed loanesatt in our inability to continue
originating loans under such programs. The losngfguarantees for loans we have extended undeigovBrnment agency guarantee
programs or the loss of our ability to participatesuch programs could have a material adversetedfeour business, financial condition or
results of operations.

The Federal Reserve is pursuing regulatory actioganst one of our business partners, which has sdigd us to regulatory inquiry and
potential regulatory action, which may result indbilities adversely affecting our business, finaaticonditions and/or results of operatior
or in reputational harm.

Customers Bank provides deposit accounts and ssrtdccollege students through relationships d thérty, Higher One, Inc. (“Higher One”),
has with colleges and universities in the Uniteaté&t using Higher One’s technological servicesaBse Higher One is not a bank, it must
partner with one or more banks to provide depagibants and services to students. Higher One aadbHigher One’s former bank partners
(the “predecessor bank”), announced in May 201#ttl@Board of
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Governors of the Federal Reserve (the “FederaliRe§enotified them that certain disclosures anérmaping processes of these entities may
have violated certain laws and regulations and raaylt in penalties and restitution. In May, 20t Federal Reserve also informed
Customers Bank, as one of Higher One’s bank patsiace August 2013, that it is reviewing simil&aatbsures and processes related to
deposit accounts provided by Customers Bank tamhéte whether there have been similar violationsestain laws and regulations.

Although the predecessor bank referenced abovehwia longer is a partner with Higher One, hasredt&to a consent order to cease and
desist pursuant to which it has agreed to payad ¢6t$4.1 million in civil money penalties and additional amount that it may be required to
pay in restitution to students in the event HigBee is unable to pay the restitution obligatiohanly, imposed on Higher One (“back-up
restitution”), Customers Bank believes that the circumstances oglationship with Higher One and the studentarasrs are different than t
relationship between the predecessor bank and Hi@ghe and the student customers. Notably, CustoBemk believes that it identified the
critical alleged compliance deficiencies within &8ys of beginning its relationship with Higher Oaad caused such deficiencies to be
remediated within 120 days. In addition, we underdtthat the amount of the total fees that Highme €ollected from students who opened
accounts at Customers Bank during the relevant piemad is substantially less than the total féas$ Higher One collected from students who
opened deposit accounts at the predecessor bainmig disrrelevant time period. Therefore, we antit# although we cannot assure you, that
any back-up restitution obligations imposed on wvsilel be substantially less than the back-up regtitwbligations imposed on the
predecessor bank.

Nonetheless, the Federal Reserve or other regulagencies which supervise us may determine thstoGhers Bank has responsibility for 1
violations of certain laws and regulations in cactiom with its relationship with Higher One and #tadent customers and may take regulator
action against Customers Bank that could includeray other things, entry into a consent order sseand desist, civil money penalties and
an obligation to provide back-up restitution todgnts who opened deposit accounts at Customer @ainkg the relevant time period, in the
event Higher One is unable to pay such restituimounts. While Higher One has publicly discloset thamended its credit facility in
February 2015 to allow, among other things, forghgment of up to $75 million in connection witletresolution of these regulatory matters,
we cannot assure you that Higher One will use gelacess to the credit facility or otherwise heasources to satisfy its restitution
obligations, if any. If any of the regulatory acttodescribed herein were to occur, or if any othgulatory actions were to be taken against us
alone or in combination, such regulatory actionsi¢tave an adverse effect on our business ordinhoondition. We are currently in
discussions with the Federal Reserve regarding tmegters and at this time cannot predict the onécof those discussions, including the
amount of any civil money penalties or restitutibat might be sought from us. However, based osetliéscussions and information currently
available to us regarding Higher One and the preskar bank, we currently do not believe that amalties or customer restitution for which
we may ultimately be responsible would have a naltadverse effect on our business or financiaddion.

We will be subject to heightened regulatory requirents if we exceed $10 billion in assets.

Based on our current total assets and growth giratee do not anticipate our bank’s total assetxtteed $10 billion in the near future,
however, our bank’s total assets ultimately couiceed that level. The Dodd-Frank Act and its impating regulations impose various
additional requirements on bank holding companiils $40 billion or more in total assets, includiogmpliance with portions of the Federal
Reserves enhanced prudential oversight requirements andadustress testing requirements. In addition, barikh $10 billion or more in tot:
assets are primarily examined by the Consumer EiabRrotection Bureau (“CFPB”) with respect toivas federal consumer financial
protection laws and regulations. Currently, ourlbsnsubject to regulations adopted by the CFPBiHmiFederal Reserve is primarily
responsible for examining our bank’s compliancénwibnsumer protection laws and those CFPB reguktiés a relatively new agency with
evolving regulations and practices, there is uaiety as to how the CFPB’s examination and reguwyaoithority might impact our business.

Compliance with these requirements may necessftatave hire additional compliance or other persbnaesign and implement additional
internal controls, or incur other significant expes, any of which could have a material adverseeffn our business, financial condition or
results of operations. Compliance with the anntraks testing requirements, part of which mustlddigly disclosed, may also be
misinterpreted by the market generally or our cusis and, as a result, may adversely affect ogk gidce or our ability to retain our
customers or effectively compete for new businggmdunities. To ensure compliance with these heigdd requirements when effective, our
regulators may require us to fully comply with th@equirements or take actions to prepare for ciamgé even before our or our bank’s total
assets equal or exceed $10 bhillion. As a resultinag incur compliance-related costs before we miginerwise be required, including if we do
not continue to grow at the rate we expect orlatalr regulators may also consider our prepardtorcompliance with these regulatory
requirements when examining our operations geryepaltonsidering any request for regulatory appraweamay make, even requests for
approvals on unrelated matters.
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Item 2. Unregistered Sales of Equity Securities andse of Proceeds

On November 26, 2013, the BancaBoard of Directors authorized a stock repurciméese in which the Bancorp could acquire up to 5%

current outstanding shares at prices not to exa&¥6 premium over the then current book value.r&pearchase program has no expiration
date but may be suspended, modified or discontimti@dy time, and the Bancorp has no obligatiaepoirchase any amount of its common
stock under the program.

During the three months ended March 31, 2015, #ecBrp did not repurchase any of its shares. Thémuen number of shares available 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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Item 6. Exhibits

Exhibit

No.

3.1

3.2

3.3

41

4.2

4.3

4.4

4.5

4.6

31.1

31.2

32.1

32.2

101

101.INS

101.SCH

101.CAL

101.LAB

101 PRF

Description

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

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

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

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

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

6.375% Global Note in aggregate principal amour5#,000,000, incorporated by reference to ExHildtto the
Customers Bancorp 8-K filed with the SEC on July 3113

Amendment to First Supplemental Indenture, dategusti27, 2013, by and between Customers Bancarpaid
Wilmington Trust Company, National Association tastee, incorporated by reference to Exhibit 4.the Customers
Bancorp 8-K filed with the SEC on August 29, 2013.

6.375% Global Note in aggregate principal amour&250,000, incorporated by reference to Exhilattd the
Customers Bancorp 8-K filed with the SEC on Aud2$t2013

Form of Note Subscription Agreement (including foofrSubordinated Note Certificate and Senior Natetiicate),
incorporated by reference to Exhibit 10.1 to thet©mers Bancorp 8-K filed with the SEC on June22d 4

Certification of the Chief Executive @#r Pursuant to Exchange Act Rule 13a-14(a) or Fadel4(a)
Certification of the Chief Financial @#ir Pursuant to Exchange Act Rule 13a-14(a) or Fadel 4(a)

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

Certification of the Chief Financial Officer Pursiido 18 U.S.C. Section 1350, as Adopted Pursua8tttion 906 of
Sarbanes-Oxley Act of 2002

The Exhibits filed as part of this repam as follows:

XBRL Instance Document.

XBRL Taxonomy Extension Schema Documen

XBRL Taxonomy Extension Calculatiomkbase Document.

XBRL Taxonomy Extension Label LinkbaSecument.

XRRI Tavnnnmv Fytencinn Precentatinn | inkhace NDreni



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

Customers Bancorp, Inc.

May 7, 2015 By: /sl Jay S. Sidhu
Name: Jay S. Sidhu
Title: Chairman and Chief Executive Officer

(Principal Executive Officer)

Customers Bancorp, Inc.

May 7, 2015 By: /s/ Robert E. Wahlman
Name: Robert E. Wahlman
Title: Chief Financial Officer

(Principal Financial Officer)
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Exhibit

No.

3.1

3.2

3.3

41

4.2

4.3

4.4

4.5

4.6

31.1

31.2

32.1

32.2

101

101.INS

101.SCH

101.CAL

101.LAB

101 PRF

Exhibit Index

Description

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

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

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

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

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

6.375% Global Note in aggregate principal amour5#,000,000, incorporated by reference to ExHildtto the
Customers Bancorp 8-K filed with the SEC on July 3113

Amendment to First Supplemental Indenture, dategusti27, 2013, by and between Customers Bancarpaid
Wilmington Trust Company, National Association tastee, incorporated by reference to Exhibit 4.the Customers
Bancorp 8-K filed with the SEC on August 29, 2013.

6.375% Global Note in aggregate principal amour&250,000, incorporated by reference to Exhilattd the
Customers Bancorp 8-K filed with the SEC on Aud2$t2013

Form of Note Subscription Agreement (including foofrSubordinated Note Certificate and Senior Natetiicate),
incorporated by reference to Exhibit 10.1 to thet©mers Bancorp 8-K filed with the SEC on June22d 4

Certification of the Chief Executive @#r Pursuant to Exchange Act Rule 13a-14(a) or Fadel4(a)
Certification of the Chief Financial @#ir Pursuant to Exchange Act Rule 13a-14(a) or Fadel 4(a)

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

Certification of the Chief Financial Officer Pursiido 18 U.S.C. Section 1350, as Adopted Pursua8tttion 906 of
Sarbanes-Oxley Act of 2002

The Exhibits filed as part of this repam as follows:

XBRL Instance Document.

XBRL Taxonomy Extension Schema Documen

XBRL Taxonomy Extension Calculatiomkbase Document.

XBRL Taxonomy Extension Label LinkbaSecument.

XRRI Tavnnnmv Fytencinn Precentatinn | inkhace NDreni



101.DEF XBRL Taxonomy Extension Definitionsnkbase Document.
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Exhibit 31.1

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

I, Jay S. Sidhu, certify that:

1.
2.

(@)

(b)

()

(d)

(@)

(b)

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

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

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

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

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

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

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

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

The registrant’s other certifying officer antddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!
functions):

All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

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

/sl Jay S. Sidhu

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

Date: May 7, 2015



Exhibit 31.2

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

I, Robert E. Wahlman, certify that:

1.
2.

(@)

(b)

()

(d)

(@)

(b)

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

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

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

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

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

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

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

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

The registrant’s other certifying officer antddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!
functions):

All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

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

/s/ Robert E. Wahlman

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

Date: May 7, 2015



Exhibit 32.1

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

In connection with the quarterly report of CustomBancorp, Inc. (the “Corporation”) on Form 10-@ fiee period ended March 31, 2015, as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), |, Jay S. SidBbairman and Chief Executive Officer of
the Corporation, certify, pursuant to 18 U.S.C.5{1.3s adopted pursuant to 8906 of the Sarbane=sy@xt of 2002, that to the best of my
knowledge and belief:

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

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

Corporation.

Date: May 7, 2015 /s/ Jay S. Sidhu
Jay S. Sidhu, Chairman and Chief Executive Officer
(Principal Executive Officer)




Exhibit 32.2

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

In connection with the quarterly report of CustomBancorp, Inc. (the “Corporation”) on Form 10-@ fiee period ended March 31, 2015, as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), |, Jay S. SidBbairman and Chief Executive Officer of
the Corporation, certify, pursuant to 18 U.S.C.5{1.3s adopted pursuant to 8906 of the Sarbane=sy@xt of 2002, that to the best of my
knowledge and belief:

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

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

Corporation.
/s/ Robert E. Wahlman

Date: May 7, 2015
Robert E. Wahlman, Chief Financial Officer
(Principal Financial Officer)




